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During June 1993, Harlequin matagement was deciding rvtrettrer or not to laurch
MIRA, a new line of single-title women's fiction novels. with the increased
popularity of single'title women's fictiorq Harlequin's leading position as the
world's largest romance publisher was being thredened. While Hartequin was the
dominant and very profitable producer of series ronuurce novels, research
indicated that many customers were reading as many single-title romance and
women's fiction books as series romances. Facing a steady loss of share in a
gowing total women's fiction market, Harlequin convened a task force in
December 1992 to study the possibility of relaunching a single-title women's
fictiqr progriurl Donna Hayes, vicepresident of direct marketing stated:

krdustry trends reveal that demand for single-title women's fiction
continues to grow while demand for series ronunce remains stable.
Our strengths lie in series romance . but by any account,
launching MIRA will still be a challenge for us. How do we
successfrrlly launch a single-title women's fiction program?

Tentatively named'}IIRA'" Harlequin's proposed single-title program would
focus er(clusively on women's fiction. Muragenrent hoped MIRA's laurch rvould
provide fie opportunity to continue Harlequin's history of strong revenue gSowttr.

tTo prcted confidentiality, all financial information within this case gudy has been disguisd.



Hayes, leader of flre MIRA teanr, knew rhis was a significant decision forHarlequin Several years earlier an attempt at single-titl. pu6tirttirrg - wortdwide
Library - had fail*-.!efore- going to her exeJutiv" group ror fipronJ, nt;
thought abors tre gTTlo* 1!9 compary faced if it iishid to enter singre-titlewomen's fiction publishing: wha were the growth and profitability imii-c;i;
1f Harlequin broadened ir scope from series romance to single-itle *or"tfiction? Whd frmdamental changes would have to be made to Harlequin,s currentbusiness model? Did the company have the necessary roo** and capablities tosucceed in this new arena? If the company proceeds, how should it g;;;;
launchingMIRA?

THE puBusnrrue rNousrRv2

Apan from educalional material, traditional single-title book publishing wastypically a high-risk venture. Eactr book was a iew product with all the risksattendmt on any new product intrrodtrction The risks varied with the author,sr.eputatiol the subject matter and ttrus the predictability of the market's ropo**Among the numerots 
$ecisiols facing the publisher were selecting -rr*.ript,

out of the thousands sublitted each year, deciding trow many copie-s to print anadeciding how to promote the book

Insiders judged one k€v 10 success in publishing was the creative genius needed toidgl9 good young-uffio-^ among itre hunarids or *oJa-u" uriters, and then
n_uut1n.g{ devglop drem through their careers. years agq sol stein of stein andDay Publishen had commentedf"Most successfrrl publisi'en are creative editors atheart and contribute.more than risk caprtal ana ma*etint.rp.ttrsr to the booksthey pub-li1!. If a publisher do.' not adi value to wtrat treluurlrres, he,s 

" 
pril;;

not a publisher."

r{{itional single-title publishen allowed dishibutors 50 per cent margins (from
which the retailer's margin wo,ld come).3 Some other'typi.a costs includedroyalty payments of more than 12 per cenL warehouse arO fian4ing costs of fourper cent' and selling e(pens,es * 1.5 p"t cent. Advertising generali-y required sixper cent _an{ rnntins costsa required another 12 per *ni.- The rimainder waseamings before indirect overhead. Typically, indirect overhead accognted for twoper cen! of th9 retail price of a book because of author advances, pre.publication
promotion and fixed costs ofprinting break-even volumes were significant. And ifthe publisher failed. to seli enough books, the losses *Jo u. substantial.Harlequin's core bwiness, series romance fiction was signfficanuy different fromtraditional singletitle publishing.

',T!!: 
r*y!"- adapted frcm the Rict ard lvey scttod of Busrhess *gA87Mo02 Hatequin EnteryrisesLimited - 1979, peter Ktttng'Nl annunts are a percentage of fhe slgrglesb d tetait pnce.'NumDets arc for the typical papeftack. Hardcover books cod more to ptoduce, but as a perentage ofits higher rctail price , pnnting c&swerc roughly theiame propottion.



HARLEOUIN ENTERPRISES LIMITED

The word romance qd -ft9 name Harrequin had become synonymous over the rasthalf-century. Founded in 1949, Hartequin began 
"ppryr"g 

it" ,*orJl*-y
ap-proach to publishing - a packaged, cons_umet-g*ds ffi"s, - in 196g ,h;;after acquiring dre pubrishing business of u.K-bled Mins E Boon. Each bookwas part of an identifiable product line; consistortly delivuing ttre o<p*,il
benefit to the consurner. with a growth rate 9f 25 per cent per year during the
197.0s, Harlequin became the world's largest publisher of women'jseries ronincefictior. It was during tris time that iorstat, a newspaper publisher, *qui;Harlequin

T".t tt: y-ears, many book publishen had attempted to enter Harlequin's segment
qf t" industry. All had eventually withdra;. orilt ;; r,uo Hrl"[ui";,
dominance in series ronunce fiction been seriouslv .rr'lar*gro. The .?omance
wars" began in 1980 when Hartequin took ouo u.s. distri[ution of its serieproducb from Simon { Sghusto (Sas), a large u.S.-based single-title publisher
wiilr established_paperback distribution.- coriequentlv, sas Eug* p*hrrri"I
series ronunce fiction urder the Silhouette imprint. aiir. seoera yea$, a trucewas negotiated between Harlequin ard S&S. Harlequin acquired siirtourtte,
s&S's series romance buiness, and s&s got a 20-yeardeal as Flarlequin,s soleU.S. distibutor for series ficfion.

During tre late 1980s ard earry 1990s, growth in the series market srowed.Harlequin was able to maintain revenues fu publishing longe, ara rorc op.nrin"series producb and generally raising prices. Ho*eoef * ,[o*" in Table r, globJ
urit volume was no longergowing.

Table 1

TOTAL UN]T SALES
(in'000s)

Harlequin's Target Market and products

Harlequin books were sold in more than 100 international markets in more than 23languages arourd the world. Along with romance fiction, Harlequin particip-ad
P.'tt" series-mystery and male action-adventure markets under its WorldwideLibrary and Gold Eagle imprints.

357,013



Harlequin had an estimded 20 million readers in Norttr America and 50 millionreaders around &re worrd with a m$an age-"i;i]i; Harrequin,s rorrumceseries reader was rikery to be married, wen 
-educatJ 

',i *-tir,g outside thehome' More rhan haff of Hgtequin readet sp€nr; a;-tir* hours readins Derweek. Harlequin series readers were b_rand rivar; a il.',1;dil; i#;i,r?five readers worrj gontinue- lo b,ry Hrr"q"iir-d*ilin"'tr* noc year. LarryHeisey, Harlequin's former cjrierortutio. o^ffi"", -o .nar*-, expanded on thevalue of Harlequin's products: ..I think o* u*lr 
-* 

i''poputar becase theyprovide rerar<ation and ecape . . . . we get many retters from peopre who telr ushow much these boola mean to ttlem,,

while Hartequin had advertised its series product on televisiorL current marketingeffors centred on print media. Had&uin uau"rtirJ-in leading women,sm4gazines such as cosmopolitan, Gramour, Redboolq cooo Ho*ekeeping andgeneral interest magazines such as peoqre. rrr" piini-Jdvertisement uuailyfeafured one of Harrequin's series proaucts and arso promotod the overailHarlequin brand.

Romance Series product Weil Defined and Consistent

under the Harlequin and Silhouette brmds, Harlequin published 13 different serieswift 64 titres eacrr month. each series.**. arln&ry f"r1t*e4 featuring apartictrlar genre (e.g, historical romances) ot r"n.ioilfr""rtor. Isabel swift,editorial director of.Silhouette, discussd th. ditr"r*tG* of series boorspublished by Harlequin:

our different rines deliver different promises to our readers. Fore,xamplg Harlequin Temptation,s tagline i;- r."r,ry, sery andseductirre, promising that each story w'r deriver a se,ny, n',conlemporary romance betrveen one man and one wornim.whereas the silhouette Romance titrg in ;;prird is a tenderread within a frarnework of more traditional uauo. 
---=

,?^:1d1, {e nroduct portrolio offered a wide variery of stories to capture readers,mterests. For the nolifonilg oj r$tnuin's. series, ,." e*t i-uit r. sord in morethan a dozen countries, frarrquin-ilr1 rr,, 
"u'tt-; ;;brish series booksworldwide' The averag-e retait price oi a_Harrequin seriil novel was $+.+qjsignificantly less than 

.ft. sJ *t p"ry_f9r the'tynira-rirgrr-ritre paperbacknovel, and much ress than the $15 to szs fb, I*g;;;h;;over tirres by best-selling authon.

Harlequin's series romance product was-ftmdamentally different from that oftraditional singl+titre pubrishen: .ont*t, r;gtb ,;";i #", u*i" formats and-sAIl amounts in 
"orS 

,r"oiJ*nn specified.



print were all well defined to ensure a consistent product. Each book lvas not anew product but ratrer an addition to a clearly'defined product line. Unlike
singletitle books, Halequin's series products had u *r-on format. rt rvmeasured 105 millimeres by 168 millimehes and fit neatly into specially designed
racks located primarily in supermarkets and drugstores. iraort p*au"tiino iu"r,
t-!!=to,256 gases in lenglh; some were up to 304 pages in length. cover aesigns
differedslightly by producr rine and cormtry, but ttre i*t *a rlt ** ,i,nilurG
Exhibit 2).

tlarlequin provided prospective series romance authors with plot, style and book
L*gtt guidelines- However, crafting the stories still demanded skil and work. AsDT9 Qalloway, chief o(ecutive officer of Torstar, rradequin's parent ,o*prry,
and the formerhead of Harlequin observed:

The books are guite- simply good stories. If ttrey weren,f we
wo'ldn't be getting the repeat purchases we do. e tot or writers
think trey ca1 dash off a Harrequin, but flrey can,t we've had
submissions from phD's in Engtish wtro can certainly write but
they can't tell a story.

To ensure a consistent product- emerge$ Harlequin's editors assessed many
elements including n-lot, story line, ;ail- c!aracte($, ,"tting, percent€e;
JorLlTge in the plo! level of realisrq level of a"tasi, sensuatity,'social ioloiindividual problems, happy ending and reading iniact ru* though m;ydifferent authors confiibuted to series rotttarrce, Harlequin's editors ensured aconsistent finished produc! satisfying the needs of their loyal series ronx111ce
readers. The consequences of this uniformity *ere sigrinc*t. The reader wasbuying a Harlequin novel, and advertising promoted tre Harlequin brands ratherthan a particular book or author.

Bookstores were not-the primary channel for series romance novels. Most retailpurchases were made at supermarkets and drugstores. nut many Hartequin
customers got the product delivered to their home every monttr thr;ghHarlequin's direct mail service. The standardized size- and format madewarehousing and disribution more efficient-- In additiorL the product's consistencyenab-led standing order distribution to retail. As p;-Layc'o-ctq orector of newproduct developmen! e,xplained:

A major contributor to our success as a series pubrisher is our
standing order distribution. Each series is distributed to a retail
location in a predetermined configuration - for o*pi. in a series
where we publish 

foyl tirta pei monttr, a retailer iray tatce six
copies per title and this revel of distribution is generaily ageed
upon and maintained for the entire year. This appioach enabres us



to more accurately predict monthry print quantities and achieve
signifi cmt print cost effectiveness.

Ordep (md sales) for conventional single-title books were not as predictable.
{norher significant difference was that series romanr. uooto, ; ;J;iHarlequin's stmding order disftibution plaq were displayed on retail shelves forfour weels. Flarlequin's distributors then removed ana reiumeo ary unsold b;k,and replaced them with the next month's offerints. ny [.p*son, single_titlebooks were typically disptayed at rerail from six to"l2 -Jilh, or nrore.

Harlequin's series romance business did not generate or even encourage best-sellers. "Best-sellers (in series rom'ce) *oJd ruin our systerl,'a Harlequininsider stated. "orn objective is consistency in volume. We have no winners andno losers." unsold books could be ret'r-ed to the publisher for c,redit. Aconsequence of Harlequin's even and predictable sales was that orOer regutationand retums coutd be more easily optimizeo to marimize the contribution to;r;d.

A -comparison of Harlequin's series business model and the operations oftraditiqral "one-off'pubrishen is presented in Exhibit 3.

wip.a consistent quul]V product, standing-orders, predictable retail naffic patterns
and the ability,to produce and deliver uoots a low *rt , H*ruquin had achievedgreal succ€ss. Hadequin's series rornince business had consistentiy eamed u r"tu-o1:{o of 15 per cant As shown in Exhibit 4, thi nlrne compareo favorablywith larger traditional publishers.

loriana lacilotto, director of retail m1-{eting, explained whv Harlequin otf_performed other naditional single_title publishers:

There are a variety ofreasons why other publishers do not achieve
the same margi:rs we enjoy- The main reason is that tt"y ru broad
in their publishing focus whereas we focrs on wom€n,s fiction.
They don't have the same reader recogrutiof ru$ and
relatiurships. We invest in it.

Harlequin Business System

The Global Autlror- EditorTeam

Harlequin had establishd.l strong level of reader trust and brand equity byconsistently delivering quarity conient. Editors il d; *luiritioo ceirtres inTorontq New York 
1d Lon$on l'ere responsibre for *ortirrg'"rorety with rjoo-plw authors to develop-and publish more than 1,000 new-titles annually. hladdition to the work of its iegutar writers, Harlequin received approximately



30,000 ursolicited manuscripts per year. Typically, about 100 of these were
acceptedin ary given year.

Series autlrors received royalties 9f 13 per cent of retail book price. Harlequin's
typical series authon had more than 100,000 of each of theii books distrifuted
worldwide.

Harlequin's series romance product foctsed solely onr front-lisr sales. tn the
publishing world, front-list sales referred to the first print rurs of a book
supporting its initid market larurclr" fuckJist referred t; books reprinted and
reissued years after the book's initial run (generally to support an author's
subsequent books). Harlequin's series romance novels - ruriite a traditional
publisher's single-title books - were not available on backlist H;e"er,
Harlequin retained these rights.

Printing w:N a highly compaitive business and Harlequin subcontracted ib
requirements. cosb per series book were typically $0.,14 per book .o-p*rc to
the competitors' average costs of $0.9g per single.tiile soft cover book.

Distribution. Selling and promotion

wi-tr its standing orders, Harlequin's dishibution costs per book were $0.lg, with
sglling s(penses at al average of $0.09 p€r book. BeLuse it was the dominant
player in series ronunce, Harlequin had ielaively low advertising and promotion
costs - about $0.22 per book

F-c*4q Harlequin had iE oun disnibtrtion. Elsewhere in the world,
independent disfiibutors were employed. tn the united states, pocketbooks, the
sales division of simon & Schuster, a large taditional publisher, hardled
Harlequin's series romanc-9 books. supermark*s, drugstores, discourt d;p.rt;t
stores andmass merchandisers accourted gr z0 per cent of retail saes. speciaty
big-box bookstores like Bames aard Noble and other chains anO inOefenOent
bookstores accourted for the remainder of retail sales.

The direct channel handled direct{o-reader book sales. Harlequin's ..Reader
Service" book club wr$ an important source of sales and profits. Investing in
advertising to acquire readers, this direct mail operation offered frequent H.fdri"
t:{"tr the.possibility of prnchasrng every boo[ t]re compary publisheq delivered
ti-{,1o their doontep. In the United States, six books *o" tofa thro"gli tr" uoor,
cfu! fol every l0 sold at retail. Furthermore, a book sold ttrough tre book club
yielded Harlequin the full cover price, whereas a book sold a rehil netted the
company approximately half the retail pricg and required advertising distribution
costs and the acceptance of retums from retailers.



RISE OF SINGLE-TITLE ROMANCE

The proliferaion of titles and authors during the "Romance Wars,, had resulted in
the emergence of single-tifles as a significant factor in the women's romance
fiction market Exhibit 5 provides the sates breakdown for romanc. noo"i,
following the Romance Wan.

In an_attempt to *qipl3g.on reader's gowing appetite for single-titles, Harlequin
la'nched world-wid_e_Library in 1986, its fi-niiingtotiu. p:ublishing progru*
This move also gave Harlequin's more accomplished-series *tttoo *o:tho Judet.
Laycock commented:

several authors who bqgan their writing careers with Harlequin
uriting series ronrance wanted broader opport'nities
opportunities drat trey saw in the single-tide women's fiction
gubfishing arena- prior to the la'nch of worldwide Library,
Hgrlequin didn't have publishing opporhnities to meet the desire
of these authors. fu a result, au*rirs would seek out competitive
publishers to support their single-title works.

By 1988, worldwide was shrs down as a resurt of several problems. ..worldwide
could never decide if itrvas_a rgman@ prograrn, a women;s fiction p*g*rn o, u
g*"rg fi:tig program- a Harlequin inlioJr e;iUit o 1ri"t*ro ulist of typical titles published at Worldwide.

wift the shutdown of worldwide Library, popular authors moved to otherpublishers. As shown in Exhibit 7, othei publishers continued to orploit thepopularity of single-title ronumce novels.

Eagel tofind ways to.grow its. publishing business, Harlequin,s managem€nt re-
gafonrd the publishing market. e utouoer aralysis revealed tt ai at 

"rehHarlequin's series romance had caph'ed welr ovei ao pei cent of the North
American series romance market by tem, Harrequin's iltimateo share of theNorth American women's fiction market was only abod five per cent. Table 2provides abreakdown ofthe women's fiction market.

Tabte 2

NORTH AMERICAN WOMEN'S FICTION MARKET SIZE ESTIMATE, 1993(As a percentage of overafr segment sizes in us3 miilircns|

Estimated Women's Fi ction



There was substantial overlap in the readership of series ronunce fiction and otrerfictior. Mark Mailmaru vice-president of martet,o..*, *a analysis added:

one compellins reason to get into single-titre publishing is that
utren we look a our research orr customers, they,re reading 20Harlequin books and.20 singre.title books aom o*re, publisf,en.
we have an opport'nity to take a greater share of that ma*et

HARLEQUIN'S SINGLE-TITLE TASK FORCE

Faced with slow or no growth in seric ronmnce, a Harlequin task force convenedin l9{2 to strdy *re reasiuitity of raunching a new *o*n,, fiction singre-titreTo begin, trrey examin{ *hy wortdwide had failed a'a conorfer tilJoverall lack of success was attributable to: editoriatparameters thd were toobroad; -tessttrar optimal Norfir American retail dishibutior; very few worldwidetitles distributed through the direct-to-reader charnel; groua support for theprogram was not timely and universal; the sdection or-*ttoo ir^,1 titr* **unsuccessful. The task force report stated:

4 thr past few 
l.u.r, sell-tt'ough efficiencies in the supennarket

channels are n9.t ns grcat as thJ sel-through 
"mri"o"io 

in bothmass merchandisers and bookstores. the-more efficient retairerknew tha the consumer _was spending her discretionary reading
dollar to_buy a di-venity of romantic t"irr, i".rrairg trrose tha hadpreviously been thought of as mainstream.

Sincea singte-tifle shategy requires a single-titre soricitdion fromthe sales force and.-9rce*Ssive singlJ-titfe puctagrng, two ofHarlequin's sharggg rynchpins of our Jarrier d;;; have to berethought (for.singre-title): standing oroer prosa", and samer9ryq produr{on Horvever, Harleqiin ;,iii;ilt"tize on itsglobal base and its ability to distribute widely to poit orpurchase
that women visit on a regular basis.

MIRA l-aunch Decision

The task f9rc9 was preparing its reommeno{igl for MIRA, Harrequin,s proposedwomen's fictio1 single-title progran The addition 
"iri"gr. 

tiues would make awelcome contrib'tior to ovirhead cosc. c'nentry, inoiJ ou"rt"ua costs perseries novel were $0.09 per book. Because infrastructure was arready in prace, itwas estimated tha MIRA novels would not incur additional indirect overheadcosts. Printing costs for single-titles were sipected to be $0.71 per book (350



pages on average). Estimated advertising and promotional costs for new single-
titles were six per cent of (the higher) ,"tait price.

Author Management

Il ttre single-title ma*et, authors were categorized into three groups, based ontheir sales potential: bnand new, mid-list and best-seller (see 
- 
Exhibit s)-

lenendine on the author group royalties, sales and promot'ronal srryport o.ij.Best-selling authors were expected to sell more than u 1nittiott books.'publishen
were known to sign established authors for up to a five-book confract witr large
advances' It had not been determined whether MIRA stroutO follow suit. ;,addition to author 4nT*, t)?ical royalties per l!flRA-b,ptbook were estimaed
to be 13 per c€nt of the $6.75 r*ail price.

A Different Format

Women's fiction books-were e,xpected to have many differences from well{efined
series romance books. unlike series romance, topits would cover a broader r',g"of segments inchding 

-general fictiorg scie,nce firtion and mystery. women,sfiction books would 
F l-ogr-r inlength: 100,000 to 400,000 words compareo witha series ronurnce book length of 75,o0 words. Naturally, book sizes would bebiggerin terms of page length: from iso to 4@ pugo 

""rr* 
a norm of 192 to 304pages for series romanoe.

Distribution

Harlequin had a strong distribution network for is series romances throughsjlgrmarke! drugstores and discount department stores. Single-title *o,o*1,fictio.n.novels required more mainstream diitribution fb;id;r retail bookstores.In addition, standing order distribution, a hailma* orHJeiuin,s series romance
business model, would have to be abandoned in favor oi retying on ordersgenerAedby the distibutor,s sales force.

Success in the united states would be key for MIRA" and in this marke!
Ytt-"qyl relied upon Simon and schrxter', ides force. since s&S was 

",nt;;single--title publisher, Harlequin did not know how muctr support MIRA would begorded larlegun was considering offering uetter matiis to the distributors
than those it offered for series romLce-diriib,rtiorl 6-elrs* for single-title
distribution were expected to be $0.27 per book.

MIRA books would ry dillbuted through the same channels, and retailen wouldbe encouraged to shelv"lfl!\ books sepmately from the slries offering. Thismore intensive seiling effort for singre tiit.. woua ,.qui.rro* per cent of the



singlg title retail price. The new single-title program planned to offer $3.3g in
margin for single-title books versus $2.42 for series books (50 per cent and 55 per
cent of the retail selling price respectively).

Acquiring Single-tife Rights

Harlequin subsidiaries in some countries were already brying rights to publish
sinqlotitles. By launctring MIRA Harlequin could negotiate Ueuei global-autror
deals. The task force report added: "By acquiring mainstream titlL ttrrough a
9ry-1 acquiring office, the collective clotrt of Harlequin could creatJthe
likelihood of better-selling mainstream titles marketed Uy at corptries in the
global enlerprise."

Harlequin's author ard edilor relationships remained strong so much so that many
series autho$ were entrusiastic about maintaining a long-ierm relatiorship with;
trusted editor as they pursued their break-out maimtream book With MIRA trese
authors could remain loyal to Harlequin

HOW BEST TO PROCEED

There were nuny issues to be resolved prior to any laurch of MIRA. Most
pressing was the question of whether Harlequin had the resources and capabilities
to succeed in iB new women's fiction segment. Cotainly there were elements of
its series business model that could be transferred to the broader women's fiction
ma*et But v/hat were the gaps? What else did Harlequin need?

Hayes had a several options if MIRA was launched. Several established best-
selling authors had begrm their writing careers with Harlequin ard had moved on
to writing single-title books. These auilrors had established repuations. Harlequin
could approach one or more of these authors to sign with NflRM{arlquin Such
an alrangement would involve a multi-book contact and substantial advances.
While risky, this approach would ensure that MIRA's laurch atfacted aftention

A.$tr9rent, less risky altemative was to tap into Harlequin's extensive backlist
collection and reissue a selection ofnovels by current best-selling authors currently
lgte-a wifi rival single-title publishen. The physical size of the book and page
Iengttr could be e,xtended to 250 pages from lgzb adjusting format. In addi:ti6
a new, MlRA-brmded cover could be produced to repackage the books.
Coincident with the launch of this back-list, Harlequin's editors would cgltivate
1d dryelop existing series authors, e,ncouraging them to write single-title books
forMIRA.
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Retuming to the strategic dilemma that Hadequin face4 Swift commented on the
ctrallenge of succesfully laurching MIRA:

Our biggest challenge is the requirement to publish on a title-by-
title basis. Every new book will have to stand on its own, with its
own cover, a new marteting plar and possibly even an author tour.
Can we as a company dwdop the flodbility to remain nimble?
How patient should we be in waiting for success? Given
Worldwide's poor results, how should we approacl ttris ctrallenge?
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Exhibit 1

HARLEQUIN/SII}IOUETTE SERIES POSITIONING SCALES
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Exhibit 3

COMPARING HARLEQUIN'S SERIES BUSINESS MODEL AND A TRADITIONAL PUBLISHER'S

Harlequin Series Oneofi Publishs

Editorial

Rights

Author
Management

Production

Marketing

Distribution

Selling

Order Regftn/
lnformation
Systems

Emphcizes consistency with in
established guidelines

Uses $andardized contrac{

Less dependent on specific
authors

Uses consistent format with
focus on efiiciency

Builds the imprinUseries

Supermarkets, drqgstores,
mass merchandisers, b(grbox
bookstores.
Large direct mail

Emphmizes servicing, rack
placement, ard order regulation

Utilizes very sophisticated
shipping and returns handling
procedures

Requires separate judgment on potential
consumer demand for each manuscrifl

Can be a complex process, involving
subrighb, hardrboft deals, advances and
tying up authors for ftrture books

Vulnerable to key authors changing
publisher

Emphasizes package, size and format-
cost control secondary

Builds each title/author

Bokstores (alltypes)

Book clubs and mass merchandisers

Cover, in-store placement, critical
revie\a6, special promotional tactics (e.9.,
author signings)

Historically has not received much
atention, and hence, is nd as
sophlsticated
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Exhibit 4

COMPARISON OF HARLEQUIN'S PERFORMANCE WITH TRAD]TIONAL PUBLISHER- 1903
(in millions of dollars)

Harlequid" simon & schusblbl Harper/Avonl'l
Sales Revenue
Operating Profit
ldentifiable Assets
R.O.S
R.O.t.A.

1,929.0
218.4

2,875.8
11.Y/6
7.6%

1,2',10.4
160.8

2,528.O
13.2%
6.4%

417.8
61.8

319.2
14.tr/o
19.4%

(a) Canadian dollas
(b) U.S. dollars (Cdn$1.20 = US$1)
(c) Australian dollars (Cdn$0.80 = AUD$1)

Exhibit 5

ROMANCE NOVEL SALES IN NORTH AMERICA
(millions of units)

1985 1986 1987 1988 1989 l99o

Harlequin series 77 79 80 82 83 85romance

Other romance series
pubtishers 12 12 13 13 14 14

Single-title romance
books by other
publishers

Total romance books 161 170 179 189 199 211

72 79 86 gt 102 112
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Exhibit 6

RANGE OF WORLDWIDE TITLES {re87}

Bookrifle Type/Genre 
unilsales Harlegutn Series

Longest Pleasure Romance 304,000 Yes

Quarantine Horror 62,m0 No

Eve of Regression PsychologicalThriller 55,000 No

War Moon Suspense 72,@O No

lllusion PsychologicalSuspense 35,000 No

Dream Escape Romance 297,000 Yes

Alien Planet Science Fiction 71,000 No

Exhibit 7

MONTHLY SINGLE TITLE ROMANCE OUTPUT ANALYSIS
North America Market

SingleTitle Romance by Category: 1985 1989 1991

Contemporary 2 6 't2

Hlstorical 2 37 43

Regency 6 8 1 7

Total 3) 51 72

By Publisher

Zebra (Kensington Publishing) 5 1 5 21

Bantam/Dell 2 2 8

Diamond 0 0 4

Harper Paperbacks 0 0 3

Avon 4 5 6

Jove 2 2 4

Leisure Books 3 3 5

f.lAUSignet 6 7 I

Pocket Books (Simon & Schuster) 1 6 3

Ballantine/Fawcett, Onyx, SMP 4 7 7

Wamer Books/Popular Ubnary 3 4 3

Total 3{) 51 72

Source: Conpany files.
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Exhibit 8

GENERAL INDUSTRY CONTRACT TERMS FOR FICTION CATEGORY BY AUTHOR GROUP 
'- '

Brand New Author Mirl{istAuthor BestSelling Author

Advance $10,000 to $30,000 $80,000 to $200,000 $1 million to $5 million

Royalties 5%to 13% 8%to 15% lQ%oto 17o/o

Oversea Publishing
Schedule

Within 18 months Within 12 months Simultaneous

Overseas Publishing
Markets

Major markets Allmarkets Allmarkets

Minimum Distritution 30,000 to 80,0@ 100,000 to 400,000 >1 million

Promotional Support per
book

Possibly some support
(up to $50,000)

Support
($100,000)

Very strong support
(morethan $300,0m)

Source; lndusty saurces and ca*wtiter esfimafes.


