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Abstract

New technologies, most notably the audio-CD, have initiated a boom in the audio-book
publishing industry beginning in the 1990s. Increased popularity and market growth have
been fueled by innovations like portable audio-devices and smart phones, compression
standards (e.g. mp3), widespread broadband internet access, the rise of download platforms
and online retailers, and the development of internet-related technologies. These factors have
changed and continue to change the workings of the publishing sector in general, and audio-
book publishing in particular. Today, audio-books can be listened to almost anywhere,
anytime, allowing people to use their otherwise unproductive times, like driving their car to
work, either to relax, be entertained, or learn by listening to an audio-book. Customers may
choose from a wide variety of categories, as audio-books and playback devices are becoming
ever cheaper, widely available, and easy to use.

This thesis explores the educational segment of the German audio-book market, by
developing a business plan for an audio-book publishing company, producing university level

courses for customers interested in lifelong learning.
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ACADEMY



AUTODIDAKT

BUSINESS PLAN

The purpose of this business plan is to raise 100,000 Euros in increments of 10,000 Euros to grow
Autodidakt over the next three years into a profitable audio-book publishing company specializing in

university level courses for the German speaking market.

Confidential Business Plan, Number
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Executive Summary

Autodidakt’s Mission

Autodidakt produces high quality audio lectures in audio-book format for the German speaking market,
recorded with university professors carefully selected for their teaching excellence.

Autodidakt’s goal is to make its customers’ life-long-learning experience as enriching and enjoyable as
possible by offering them high quality courses at competitive prices.

Autodidakt will give people with busy schedules the possibility to use their otherwise intellectually idle
times sitting in a car, train or bus, or doing physical exercise, to learn about topics of their interest, for

which they otherwise have no time.

The Business Opportunity

Autodidakt enters the audio-book publishing industry in the developing educational segment at a time,
when competing, similar business ideas are not yet mature and only marginally successful. The educational
segment has so far been dominated by audio-guidebooks and non-fiction titles focusing on business
administration topics, personal development, and history.

The idea to produce longer academic introductory courses on a wider range of topics, instead of single
lectures or relatively short thematic series is novel in the German-speaking market. The concept of
producing university courses for wider audiences has been proven successful in the USA, with companies

such as “The Great Courses” or Apple’s iTunes U platform for universities.

The Market

Beginning in the 1990’s, the German audio-book market experienced a boom phase and reached a
relatively constant market size of 170-180 million Euros (excluding other German speaking markets such as
Austria or Switzerland) over the years 2008-2010. While sales numbers have increased during this time,
audio-book prices have fallen steadily. The numbers of publishers and their profit margins have decreased
and the audio-book retailing sector is now dominated by a few incumbents (as is the super-ordinate book-
retailing sector).

Together with online book sales (e.g. via Amazon), online audio-book sales (CDs) have grown over the last
years. The number of audio-book downloads has increased, in correlation with more widespread
broadband internet access and the development of internet technologies: the download segment has not
experienced diminishing growth rates in the last 3 years, and has the highest potential for future growth.

In the year 2009, 13.4 million audio-books were sold to 4 million customers in Germany alone. The number
of audio book customers is expected to rise over the next five years to an estimated 10 million customers in

2015.



Target Customers and the Market Need

Autodidakt’s primary target group is commuters who are audio-book consumers already, or interested in
buying audio-books.

More than 50% of all audio-book consumers listen to audio-books while driving their car, and more than
40% while on a train. Audio-books address the need of people commuting large distances to occupy
themselves. These people, with a better than average education and little time to spare, seek ways to
further their understanding of the complexities of our world: they are interested in lifelong learning.
Germany alone had 30 million commuters in 2004, of whom 1.5 million travel more than 50km to work

every day.

Marketing Plan

Autodidakt will market its lectures via Germany’s largest download portal Audible, the large (audio-)book
retailers Thalia, Amazon, and Weltbild, and a number of smaller download portals (e.g. portals specialized
on lifelong learning).
Autodidakt will focus on the continuous trend towards online downloads and expects download-sales to
overtake conventional CD sales in the next four to eight years. Autodidakt cannot, yet, rely solely on online
downloads and will also produce CDs, since CD sales continue to make up the largest portion of total audio-
book sales.
Promotion activities will focus on internet marketing/advertising instruments (website and search engine
optimization, social media marketing, etc.) and direct promotions at locations such as train stations and
park and ride sites, in order to reach commuters directly.
Autodidakt will also operate a website and sell its products online, offering additional content and
discussion boards for its customers. The aim is to involve customers and visitors of Autodidakt’s webpage
e by soliciting advice on lecture content, ideas for new lecture topics, contacts of good lecturers, etc.,
e by giving customers the opportunity to vote for lecture series: “I would buy this lecture series” and
informing them once “their” lecture has been produced,
e by collecting and reacting to customer feedback and thus improving courses continuously,
in order to identify customer preferences and produce according to demand, i.e. specific questions and

topics.

The Entrepreneurial Team
The entrepreneur - Ottokar Biffl

Ottokar Biffl has driven to work more than 500 km every week over the last five years and developed a
deep insight into both the German and the English speaking audio-book markets over the years. Even

though Ottokar Biffl has no previous work experience in the field of publishing — he is currently working as



an engineer for Austria’s largest electricity producer — the perceived market opportunity explored in this
business plan has become his new passion.
Ottokar Biffl is currently finishing an MBA study program specializing in Entrepreneurship and Innovation

and holds a master’s degree in electrical engineering and a bachelor’s degree in Far East Studies (Sinology).

Contact network and cooperation

It is vital that the company find good lecturers and that this process be not too elaborate in the beginning
stages of the venture, where resources are scarce (personnel, money, and time). The company therefore
relies on good contacts and a handpicked selection of university professors to produce the first lectures.
These contacts are:

e The entrepreneur’s contacts at University of Vienna, Vienna University of Economics and Vienna
University of Technology. Lecturers will be pre-selected through the entrepreneur’s personal
learning experience.

e  Prof. Dr. Gudrun Biffl, Danube University Krems dean of Communication and Globalization.

Prof. Biffl is one of Austria’s leading economists in her fields of study and has wide reaching
contacts and knowledge of Europe’s who is who in economics. As a prior researcher at the Austrian
Institute of Economic Research and thanks to close ties to national and international economic
institutions such as OECD, Prof. Biffl will not only help identify top lecturers in economics, but also
facilitate setting up relations. As dean of Danube University Krems, Prof. Biffl may also facilitate
access to the university’s infrastructure. Prof. Biffl is the entrepreneur’s mother.

e QOel (ORF): Austria’s government owned cultural radio station employs some of the country’s best
journalists and editors. Educational programs on history, science, biology, etc. are evidence of close
ties to leading educational institutions and outstanding individuals. Cooperation with journalists,
such as Michael Kerbler, could help find and set up relations with some of the best minds of the
German speaking world. In addition to direct cooperation with Oel, their audio database can be

tapped to identify and preselect lecturers.

The designer - Romain Berthet

Romain Berthet holds a university degree from University of Sunderland, faculty of arts, media, and design
and his background is in advertising, electronic media, and design. He has worked for international and
Austrian advertising agencies in Vienna since 2005, building a network in the field and gaining a lot of
experience.

Romain will be responsible for the company’s image and appearance, designing the company’s logo,

webpage, CD templates etc. Romain will give the company a consistent appearance, necessary in appealing



to customers and increased recognition of the developing brand. Romain will also advise the company on

marketing and advertising, internet presence and technology.

Financial Plan
Autodidakt will become profitable in the third year of operations and aims at more than 500.000 Euros in

sales revenue in year 4 with a starting capital of 120,000 Euros.
The sales numbers underlying the figures below are
1,000 copies sold in 2012; 5,000 copies sold in 2013; 10,000 in 2014; and 20,000 in 2015.

20,000 copies sold are equal to a market share of less than 0.15%".

Summary of Key Financial Figures
2012-2015
2012 2013 2014 2015
Sales revenue € 32350 € 158.953 € 306.749 € 629.028
Total cost of goods sold 14.889 75.908 148.370 286.827
Percent of sales revenue 46% 48% 48% 46%
Total operating expenses € 25353 € 85.066 € 110.497 € 128.684
Percent of sales revenue 78% 54% 36% 20%
EBIT -€ 7891 -€ 2021 € 47.882 € 213.517
Net Profit -€ 7891 -€ 2.021 € 38390 € 159.012
Percent of sales revenue -24% -1% 13% 25%

Milestones
Over the course of the next year (mid 2011 - mid 2012), Autodidakt will set up its website and produce its

first three lecture series with the purpose of proving the assumptions of this business plan, gathering
valuable feedback from first trial customers, and securing the necessary funds. Cooperation agreements
and partnerships will be set up in order to be ready for launch by mid 2012. The capital required during this
stage will be put in by the entrepreneur and, ideally, a partner with experience in audio-book publishing.

The financing round for external capital sources shall be completed by mid 2012, when regular operations

are set to begin.

Financing
Autodidakt’s return on investment is projected to be larger than 28% over a five year period’.

! Sales forecasts are set in relation to 13.4 million audio-books sold in Germany in 2009. The Austrian and
the Swiss market are not included in this figure; neither is future growth in total sales volume. The given
figure of 0.15% is a cautious estimate.

2 Assuming the same cash flow in 2015 and 2016; Cash flow in 2016 is expected to be higher.



Industry Analysis

Audio-book publishing is a subsection of the publishing industry. Audio-books are mainly sold via

established book retailing channels, both in physical (brick and mortar) shops and increasingly online. As in

the conventional (paper) book sector, internet technologies and digital media (E- and audio books,

download platforms...) are beginning to reshape the industry.

Industry Environment and Trends

The audio-book market has seen a continued boom, beginning in the 1990s and approaching
relatively constant market turnover rates above 170 million Euros in Germany alone from 2008
until 2010.

Audio book downloads have begun to rise sharply from the mid 2000s onwards, and are expected
to grow at greater rates in the future. Market share of the download market vs. the industry is still
less than 10% and offers a large growth potential.

Market studies estimate the customer base to roughly double in size over the next five years, from
4 million German-speaking customers in 2009 to 10 million in 2015.

Shaping technological factors were and continue to be the introduction of the CD, widespread
adoption of portable audio devices and smart-phones, easy access to broadband internet and the
development of compressible audio formats like mp3.

The vicissitudes of contemporary society lead to increased workloads and less time for private and
leisure activities, thereby influencing people to make efficient use of their otherwise idle times.
Modern technology allows people to work, read and learn whether they are at home or on the
road. The audio book as a means to learn (instead of merely being used for entertainment), while
performing menial tasks, has become quite established in the English speaking world. The German-
speaking world is lagging behind and offers large potential for future growth.

All publishing sectors are experimenting with digital media, such as E-books, internet marketing
and sales or direct download. According to industry reports, no adverse effects of audio- or e-books
on the physical book market have been noticed so far. Available data indicate much rather that avid
readers are more likely to purchase e- and audio-books, thus the new technologies seem to have
no negative effects on the book market. A decline in the physical book sector due to downloadable
material is not (yet) visible, although a shift towards the internet marketplace and large book
retailers is evident (e.g. Amazon, Thalia).

The widespread availability of free sources of knowledge (Open University, Wikipedia, internet) and
the shift to large retailers and almost perfect price transparency have put increasing price pressures

on the publishing industry, reducing profits and forcing it into a process of consolidation.
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Master Thesis | Ottokar Biffl

Commuters are one of the largest audio-book consumer groups:
e According to census data from 2004, of the 30 million commuters in Germany?®, 1.5 million people
travel more than 50km to their workplace every day. 66% of commuters use their cars.
e (D players in cars and portable audio devices have made commuters one of the largest customer
groups of the industry — more than 50% of all audio-book consumers listen to audio books while

driving and more than 40% while on the train.

Additional market and industry information is compiled in Appendices | and Il, and the marketing plan.

Porter’s Five Forces Analysis

Threat of new
entrants

Rivalry

among

existing
competitors

Bargaining Bargaining
power of

buyers

power of
suppliers

Threat of
substitute
products or
services

Figure 1 — source (adapted):, The Five Competitive Forces That Shape Strategy”, by Michael E. Porter, Harvard Business Review,
January 2008.

Bargaining Power of Customers — High

Audio-book consumers are used to a great variety of choice and easy access to CDs or downloads.
Customers also show considerable price sensitivity. Autodidakt produces high quality and longer material
than typical audio books at comparatively higher prices (even though price per minute is competitive),

stressing the importance of high perceived value of the product vs. the competition.

® Austrian census data for 2001 shows further 800.000 commuters, who travel daily for more than 30
minutes by car to work, i.e. 23% of all employees. Source: Statistik Austria;

http://www.statistik.at/web de/statistiken/bevoelkerung/volkszaehlungen registerzaehlungen/pendler/in
dex.html
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Bargaining Power of Suppliers — Low/Medium

The market for supporting functions and services is very competitive and does not pose a threat to the
venture — low bargaining power.

On the other hand, contacts and good relationships with lecturers, as well as intermediaries to establish
new contacts, are critical and highly important for success. The bargaining power of a good lecturer is
greater, and demanded fees (incl. royalties) may be higher, increasing the cost of producing a lecture
series. However, this does not jeopardize the success of the venture; rather, good contacts and lecturers

should prove to make it more successful.

Threat of Substitute Products - High

Choice in the audio book industry is large, as well as the substitution threat from other sources like radio
stations and podcasts. In addition to the threat from internal substitutes, i.e. other categories of audio
material, external substitutes like books, e-books and video material (DVDs, TV and downloadable content)

could affect sales of audio lectures.

Barriers to Entry - Low

The business concept of producing audio lectures and selling them online or via existing sales channels

could be easily copied and implemented without large capital investment.

Current Competitive Threat — Moderately High

Established retailers and download platforms for audio books are serious competitors and increased
competition over the last years is substantiated by falling prices. This trend is likely to continue, as internet
markets grow, affecting prices of hardcopies (CDs) as well as digital downloads.

While competition in the audio-book market as a whole is very intense, in the targeted segment of
educational material, and more concretely university lectures, competition is not as highly developed (due
to the comparatively small size of this segment). As the market matures, it is possible, however, that

incumbents will begin to encroach on this segment as well.

SWOT Analysis

Strengths

e The company is small and very flexible in adapting its products and services to the market.

e The pursued idea is novel on the German speaking market and gives the company a head start
versus the competition.

e Customer involvement is an element of the company which could prove to be difficult for followers

to copy and allow identifying and reacting to market needs faster than the competition.



The company has good contacts to universities in Austria and excellent lecturers in the German
speaking world. The identification of good lecturers and a contact network are the company’s key

trade secrets.

Weaknesses

The company is new to the industry and enters a relatively stabilized market in its late
consolidation phases and competes with established players, who are a lot more experienced in the
industry.

The company targets a niche market and will remain a relatively small player, even when the initial
business idea is fully developed.

Protection of the business idea is hardly possible and could be copied by a larger player with higher
exposure on the market and stronger financial means. Only produced lectures could be

copyrighted, but any other trade secrets could hardly be protected.

Opportunities

The German speaking market for high quality university lectures is virtually untapped. Contrary to
the English speaking world, educational content in general has not yet permeated the (audio) book
market. Therefore, a lot can be learned from companies in the English speaking world by imitation
and applying winning concepts to the German speaking market.

People’s desire for intellectually beneficial use of their idle times is, until now, met mainly with
works of fiction, plays and the like and has growth potential in the venture’s field of activity.

While the audio book market has lost momentum as a whole in the last 2 years, downloads and
online purchases are continuously growing.

The potential for customer involvement has not been pursued as of yet. Together with low entry

barriers this presents potential for rapid growth.

Threats

Threats to the venture come from competitors on the audio book market and traditional hardcopy sales

channels, from an increasing number of online providers of audio content, as well as online portals or

download platforms like iTunes who offer educational content in cooperation with universities and other

educational institutions (iTunes U). Also, as radio channels providing cultural and educational content

reinvent themselves as providers of podcasts and customizable feeds, this front has to be continuously

checked.

While competition in the niche of audio lectures is not highly contested in the German speaking market,

this is not the case with English language content, where competition is quite fierce. Translations of English



content into other languages could become a threat (or an opportunity for this venture). German native
speakers turning to English content could also become a side effect of growing internationalization and
widespread use of the English language.

Last but not least, the business functions could be easily copied by other audio book publishers — the threat
of imitation may arise once the business’s success proves the market need for the idea, or it is deemed

promising by competitors.

Competitor Analysis

The competitor analysis focuses on publishers of educational content in general, and university lectures in
particular. It does not incorporate the threat of substitution and other product categories of the entire
audio-book market (e.g. works of fiction). Furthermore, foreign language publishers are excluded from this
analysis.

The companies selected for the competitive analysis are considered Autodidakt’s closest competitors and
are active in educational audio-book publishing:

e Komplett Media GmbH (www.komplett-media.de)

e Audio Media Verlag (www.audio-media-verlag.de)

e P.M. Magazin (www.pm-magazin.de)

e Auditex Verlag GmbH (www.auditex.de)

e Universities and professors providing lectures mostly free of charge, publishing them on iTunes or
their university’s website (iTunes U)

e Campus Verlag GmbH (www.campus.de)

e Gabal Verlag GmbH (www.gabal-verlag.de)

A detailed description of the above listed companies is compiled in appendix V, including an outline of the
publishers’ activities, marketing strategies, and strengths and weaknesses. The conclusions of the detailed
analysis are outlined in the following:

Immediate competitors following the same idea as Autodidakt, namely recorded speech (audio lectures),
are Koch Media’s UNI Auditorium, CD Wissen by Audio Media Verlag, Auditex, and the iTunes U platform.
iTunes U:

iTunes U is a platform for universities and educational institutions, provided by Apple free of charge.
Therefore, quality of content varies depending on the invested efforts of the respective university or
educational institution. German content is still rare, although nearly every German speaking university is
present on iTunes U, but the Open University idea has clearly not yet been embraced to the extent it has

been, for example, in the USA. Even though lectures are free of charge, search functions and the quality of
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German content are still inadequate. iTunes U does, however, pose a threat to Autodidakt, since it greatly
facilitates universities’ access to a highly popular and global download platform for audio and video
content. Direct competition with universities on the iTunes platform reduces the prospects of selling
Autodidakt’s products at a price premium, whilst universities’ courses are provided free of charge just a
click away.

Auditex:

Auditex is a lifelong learning platform offering coaching for professional applications (management,
technology, psychology...) and speeches on professional topics (business and technology). Auditex
publishes - and produces its own - lectures and speeches, and distributes them as mp3-downloads on its
website. This distribution strategy results in low visibility and market penetration. The company’s focus is
on business administration and its content could be classified as somewhere in between university lectures
and professional guidebooks.

UNI Auditorium:

Koch Media has long been active in educational media productions (video and audio). The relatively new
UNI Auditorium series is a direct competitor for Autodidakt with a very similar business model. The series is
distributed via large retailers, download portals, and the company’s website, resulting in relatively high
visibility for this segment. Key differences to Autodidakt are that lectures are only 1-2 CDs long. While these
lectures go into depth, there are little overarching courses to embed the content into a larger whole.
Speaker quality varies and some lectures seem to be read by professors rather than spoken freely. Some
courses seem unsuitable for in-car listening.

CD Wissen:

Audio Media Verlag employs innovative marketing strategies and sells its productions at select gas stations
all over Germany. CD Wissen (German for knowledge) series are also present in bookstores, online- and
download-shops. Productions are not lectures per se, but offer insightful information and some overarching
themes intended for a wider audience. Partnerships with other publishing houses and retail partners,
together with a broad range of titles are among Audio Media Verlag’s most notable strengths.

Campus Verlag, Gabal Verlag, other audio-book publishers:

Book publishers turning to audio-books have large portfolios of guidebooks for personal development,
business administration (leadership, management, marketing, success...) and, to a lesser extent, scientific

topics. All productions have been adapted for the audio-book format and are usually 1-2 CDs long.

Radio Stations

As radio channels providing cultural and educational content reinvent themselves as providers of podcasts
and customizable feeds, competition may well arise at this front. Radio stations are not yet seen as direct
competitors, but should be considered a potential threat. In 2007, for example, the Austrian radio station,

10



oel, introduced a series entitled “Betrifft Geschichte” (on history): a series of 5 minute lectures on weekly
changing (high quality) history topics, easily downloadable as podcasts and free of charge (within 1 week of
broadcasting). Radio stations have vast reservoirs of high profile interviews and other high quality content,
which could be easily provided as downloads. Currently, this potential has not been recognized, but direct
competition could arise at this front. An overview of cultural and educational radio stations is provided in

appendix VI.

International Competition

Competition from the English speaking world, particularly the United States, is significant, as a part of the
(well educated) target population has sufficient English skills to follow university level courses. "The Great
Courses”, for example, offer audio (and video) lectures recorded with the best university professors in the
US, carefully chosen for excellence in teaching large classes. iTunes U has already been mentioned in this
chapter. Translations of English content into German is a threat — possibly customers would rather buy
translated content from US professors teaching at prestigious elite universities, and customers may even
prefer listening to professional speakers. In this regard, the opportunity to acquire and translate existing

lecture series should not be left unexplored.

11



Venture Description

Mission Statement

Autodidakt’s mission is to

e Enable our customers to engage in lifelong learning, wherever they are, whatever they do.
e Help people learn and further their understanding of the increasingly complex world we live in,
with courses from the best lecturers in the German speaking world.
e Make learning a joyful and enriching experience with courses that are
0 comprehensible and well structured
0 of high quality and actuality
0 relevant, useful and interesting, and

0 provide in depth introductions to the respective subject

We will strive to achieve our goals while always remaining true to our customers and guaranteeing product

quality and customer satisfaction.

Products and Services

The company is foremost a publishing house for educational material, namely university level introductory
courses to a variety of disciplines. Autodidakt will also offer a discussion forum and live chat sessions with
its customers and the recording professors. The aim is to continually improve existing courses and to
identify important questions or overarching themes to be explored in further lectures. The company’s
service to its customers is to facilitate their learning experience and allow them to continue further
exploration of questions by providing contacts to professors and additional material. The secret towards
success of the venture is to identify pressing contemporary issues and top experts in the field who can best

explain them in depth without the level of simplification prevalent in other media sources.

Equipment and Personnel

Equipment will be owned by the company only where absolutely necessary, e.g. a computer per employee
and a printer, telephone and internet broadband connections. Recording and editing services, CD printing,

stock-keeping, etc. will be outsourced.

During the first year of operations the company will be operated in essence by one or two persons, the
entrepreneur and, ideally, a partner. Operations of the first year will focus on answering open questions
resulting from a lack of experience in the publishing industry and retailing of physical media (CDs) and

downloadable content. Once the assumptions of this business plan have been verified, and first sales have

12



confirmed the market need, further growth will require additional personnel. The entrepreneur will hand
over office managing tasks to an assistant and focus on contacts with lecturers and customers, and on
publishing new lectures. Additional personnel will be hired to perform production, marketing and sales, and

administrative functions, as detailed in the organizational plan.

Tasks of the entrepreneur: Establish contacts with lecturers, manage contracts with suppliers and service
providers, develop web presence together with webpage publisher, interact with customers, distill
customer feedback and draw conclusions for future lectures, edit introductions to lectures and webpage

content, oversee finances and sales, and develop the venture into a profitable business...

Administration tasks: manage copying of CDs, ship CDs to retailer, scan and send bills (per E-Mail) to
accounting firm, check and add content on webpage, sort correspondence and reply if trivial, organize
recording sessions (trip of lecturer and amenities, invitations of attendees...), oversee recording session and

coordinate production and editing of lectures.

Tasks of the marketing/sales manager: coordinate marketing efforts, report on sales, and manage sales

channels...

Web-design, content management and ongoing design work (e.g. CD covers and other artwork) will be

contracted out. Most of the design work will be done by Romain Berthet (see below).

The entrepreneur - Ottokar Biffl

Sharing the same fate with millions of people in Germany alone, | have spent many hours every week alone
in the car. This made me look for ways to sensibly use these idle times and | turned to audio books. |
listened to novels, plays and other works of fiction, but when | found The Teaching Company’s lecture
series “The Great Courses”, | was hooked. | have not listened to other audio-books since and have become
to believe in the superiority of the freely spoken word for conveying information — a book may be well
written and a joy to read, but the ear and our mind is better accustomed to processing spoken (and not
read) content. | believe that the vast majority of German speakers (and French, Spanish, Italian, Chinese
etc. speakers for that matter) would listen to such content preferably in their native tongue (mainly
because their foreign language skills are not sufficient), than, for example, in English. Together with the
potential expandability of the business concept to other language areas, the positive societal benefits of
bringing higher education to large numbers of people have motivated me to develop this business idea. The
passion for the idea and an ongoing MBA study program will be complemented by the MBA alumni
network and my classmates in particular.

The entrepreneur’s background is engineering with project management experience and more than one

year of teaching English in China. My passion for lifelong learning is evident from university degrees in Far
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East Studies, Electrical Engineering and a currently ongoing MBA study program. My lack of firsthand
experience in implementing a business plan is compensated by a specialized entrepreneurship MBA

program, the MBA alumni network and support from the Vienna University of Economics.

Contact network and cooperation

It is vital that the company find good lecturers and that this process be not too elaborate in the beginning
stages of the venture, where resources are scarce (personnel and time). The company therefore relies on
good contacts and a handpicked selection of university professors to produce the first lectures. These
contacts are:

e The entrepreneur’s contacts at University of Vienna, Vienna University of Economics and Vienna
University of Technology. Lecturers will be pre-selected through the entrepreneur’s personal
learning experience.

e Prof. Dr. Gudrun Biffl, Danube University Krems dean of Communication and Globalization.

Prof. Biffl is one of Austria’s leading economists in her fields of study and has wide reaching
contacts and knowledge of Europe’s who is who in economics. As a prior researcher at the Austrian
Institute of Economic Research and thanks to close ties to national and international economic
institutions such as OECD, Prof. Biffl will not only help identify top lecturers in economics, but also
facilitate setting up relations. As dean of Danube University Krems, Prof. Biffl may also facilitate
access to the university’s infrastructure. Prof. Biffl is the entrepreneur’s mother.

e Qel: Austria’s government owned cultural radio station employs some of the country’s best
journalists and editors. Educational programs on history, science, biology etc. are evidence of close
ties to leading educational institutions and outstanding individuals. Cooperation with journalists,
such as Michael Kerbler, could help find and set up relations with some of the best minds of the
German speaking world. In addition to direct cooperation with Oel, their audio database can be

tapped to identify and (pre)select lecturers.

The designer - Romain Berthet

Romain Berthet holds a university degree from University of Sunderland, faculty of arts, design, and media
and his background is in advertising, electronic media and design. He has worked for international and
Austrian advertising agencies in Vienna since 2005, building a network in the field and gaining a lot of
experience.

Romain will be responsible for the company’s image and appearance, designing the company’s logo,

webpage, CD templates etc. Romain will give the company a consistent appearance, necessary in appealing
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to customers and increased recognition of the developing brand. Romain will also advise the company on

marketing and advertising, internet presence and technology.
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Production Plan

The production/publication of an audio book involves a number of specialized actors and functions, which
can be outsourced to a number of subcontractors or performed together with partners. Most functions
involve specialized equipment and trained personnel, therefore internalizing them may only become an
economically feasible alternative in the mature stages of the venture - once production/sales volumes

reach very high levels.

Recording
The first three lectures will be recorded in different locations with different partners in order to gain

firsthand experience of the benefits and downsides of the alternatives and their supporting functions.

a) University recording studio (partners: Danube University Krems; University of Economics Vienna)
b) Private recording studio in Vienna (partner with experience in production of audio books, e.g.

www.innenhofstudios.at)

c) Lecture hall with standard audio equipment and external audio technician.

Option c) can only be considered in special settings, where audio equipment ensures the required sound
quality and if a small audience is found to be beneficial to the resulting recording, compared to impersonal

recording room facilities. Partnerships will most likely be formed with either a) or b).

(+) ()
SOV SR G4 cost effective, academic environment lack of experience with audio
studio books as consumer products
Private recording Experience with production of audio books More expensive
studio and quality requirements

Integrated service provider: recording, post
production, mastering and printing of CDs.

Post-Production
Editing of the recorded material will be performed by studios with experience in audio book production,

such as www.innenhofstudios.at or www.zap.at. Editing includes adding introductions, comments and

jingles, as well as quality rendering, etc. to produce a printable and downloadable master file in the

required formats.
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Graphic Design

The company’s label, CD covers, booklets, web-design and other graphic materials will be produced by

Romain Berthet and/or a specialized graphics designer.

Printing
Printing services for CDs and CD booklets are offered by a number of providers at competitive prices. (e.g.

www.euroduplication.de, www.media-care.at, www.csmproduction.at...) Lecture series will be produced in

batches of multiples of 1,000. Smaller batch sizes would result in relatively high printing costs per CD,

cover, and booklet.
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Operations

Autodidakt’s core competencies and internalized operations are:

Finding and contracting lecturers and lecture themes
Defining the course content and supporting lecturers in the preparation of lecture series

Managing the production process

P oW N

Marketing the produced lectures

Finding lecturers involves screening universities and working together with partners who have well
developed networks, such as university professors, specialized journalists, and other research and
educational institutions. Teaching and lecturing qualities will need to be evaluated through existing
recordings, 3" person feedback, and firsthand experience. The search process can follow two paths; either
by looking for ideal lecturers for specific topics of (current) public interest, or by finding lecturers who are
distinguished teachers, which is more important to deliver high quality content of lasting interest. After
having found a lecturer and defined course content and lecture duration, schedules for the production of a
course guidebook (timeline, glossary notes, bibliography, lecture summaries, and artwork) and the

recording time will be set.

Defining course content and aiding in the preparation of lectures and additional course material (course
descriptions, lecture synopsis, bibliographies, graphical material such as maps or timelines, etc.) will initially
be covered by one person. Academic advisors and content managers may become feasible at a later stage

of business development.

Managing the production process involves organizing the processes laid out in detail in the production plan

section.

The company’s marketing strategies are based on internet marketing methods, as outlined in the marketing

plan section.

Inventory Management

Inventories will be kept as low as possible. CDs and/or mp3-CDs will be sold via large retailers like Amazon
or Thalia. The printed lectures will be shipped directly to the retailer in the specified quantity. CDs will be
available on the company’s website, but in the form of built-in links to the items on Amazon (“aStore”).
Shelf space, packaging, shipping and order management can thus be directly sourced out. Inventory
management may become an issue once sales numbers reach higher volumes. It is expected, however, that
the trend towards more downloads will continue and that CD sales will decrease significantly over the next

years.
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Marketing Plan

Pricing Strategy

Current Market Prices

Prices for audio books lie in the range of about 0.07 Euros per minute to 0.18 Euros per minute. Educational
content lies on the upper end of the spectrum, new titles usually somewhere in the middle, and special
sales offers in the lower range under 0.10 Euros per minute. More elaborate productions with multiple
speakers, music, etc. may cost more, but are not relevant for our case.

CDs generally cost about 20-30% more than downloads. Single tracks are rarely available for audio-books; if
they are available, they provide an incentive to purchase the alboum by suggesting a good deal.

The majority of audio-book titles fit on a single CD (less than 75 min.) and longer titles are mostly abridged
versions, edited to fit 2 or 3 CDs in total. Longer titles, such as unabridged versions, are more common in
the download segment. Prices are generally proportional to the title’s length and CD buyers seem to be
more sensible to prices than customers of downloadable content, since the CD market focuses on shorter
(1 CD) productions. Downloadable content does not always follow the linear price characteristic
(Euros/minute) prevalent in the CD market: unabridged versions of books usually do not cost more than 30
Euros (only very few titles are priced at or even above 50 Euros), even if they are several (10 or more) hours
long.

Lecture series from The Great Courses (www.thegreatcourses.com), to cite an example from the US

market, are being sold at about 0.04 Euros per minute when they go on sale, and standard prices of 0.12 to
0.18 Euros per minute (download prices, CD boxes are more expensive). Due to the length of these courses
(mostly between 6 and 12 hours), standard prices are much higher than ordinary audio books and only
sales offers are priced well below 50 Euros.

It seems as though audio book publishers and retailers see a magical boundary at about 50 Euros per title,

with consumers (at least perceived to be) unwilling to pay more.

Autodidakt’s Pricing Strategy

The first lecture series should not be priced above 50 Euros, since very few audio books reach or even
surpass the 50 Euro mark. Course length should be accordingly chosen not to exceed 6 hours to keep
production costs low and price per minute at competitive levels (50 Euros per 360 minutes amounts to
almost 0.14 Euros/minute) — see Table 1.

Higher prices could also lead to increased reselling or even illegal downloads, thus hurting the business.
Therefore, rather than increasing course length and price, more courses of equal length and similar prices

should be produced.
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Future pricing strategies

In order to sell longer courses in the future, competitively priced single downloads (e.g. 30 minute lectures)
could be offered at 4-5 Euros, and the entire series at a discount, but still above 50 Euros. This may
generate willingness to pay more than audio books usually cost, since the low price per minute may be
perceived as a good bargain. Once customer loyalty and trust have been established, and Autodidakt’s
unique added value recognized, customers may not only be willing to pay more, but even demand longer
courses on complex subjects. Sales offers, promotions, or incentives (e.g. coupons) for new customers

could provide the framework to sell longer courses at lower prices.

Free lectures

One lecture per course will be provided for free download as a sample of the course. This is to provide
customers with an overview of the course, a first impression of the lecturer, and a guarantee of the audio

quality of the recording. Short samples do not sufficiently guarantee a course’s value, while a free lecture

will generate trust and facilitate the decision to buy the course.

Title length Price per series Price per series Price per series Price per lecture
(download) (mp3-CD) (audio-CD) (download)
12 lectures a 30 44.90Euros 49.90 Euros 54.90 Euros 4.90 Euros
minutes (360 min.) (12.5¢/min.) (14c/min.) (15¢/min.) (17c/min.)
18 lectures a 30 59.90 Euros 64.90 Euros 69.90 Euros 4.90 Euros
minutes (540 min.) (12.5¢/min.) (14c/min.) (15¢/min.) (17c/min.)
12 lectures a 30 44.90Euros 49.90 Euros 54.90 Euros 4.90 Euros
minutes (360 min.) (14c/min.) (15¢/min.) (17¢c/min.) (17c/min.)

Incl. 1 free lecture
Table 1 - Pricing strategy for Autodidakt

Cost based view

Even though prices are largely dictated by the consumer market and the established price ranges, cost
estimates shall be provided to give an impression of the expected margins and break even sales numbers.
External lecture production costs are estimated to lie below 10,000 Euros for a typical 360 min. course —
see Table 2. Internal costs, incurred in finding lecturers, preparing the course material, etc., are part of the
company’s overhead (fixed costs).

CD production, booklet printing, and all associated costs for selling CDs via Amazon amount to less than 15
Euros per CD. Royalty rates will be negotiated with the lecturer and range between 10-15%. Assuming a
royalty rate of 10%, the profit margin is expected to lie at approx. 25 Euros per CD with a break-even sales

volume of approx. 350 copies sold (disregarding all other operational costs).
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For downloads the cost structure is different: assuming royalty rates of 10-15% for the lecturer and up to
50% of net sales profits resting with the download portal®, margins are expected to lie at about 10 Euros
per copy sold. The breakeven point (excluding fixed costs) would come to lie at approx. 1000 sold copies

(disregarding all other operational costs).

A more detailed analysis of cost assumptions and break-even volumes, depending on the chosen sales

channel, can be found in the financial plan section and appendix VIII.

lecture production costs
external costs - estimate for 360 min. course
lecturer compensation

course preparation € 2.400
recording time € 1.600
other expenses (travel, lodging) € 300
€ 4.300
graphic design
Artwork for CD cover, booklet, internet images € 2.500
€ 2.500
recording services
recording studio € 1.280
Editing € 320
€ 1.600
Other costs
ISBN registration € 15
€ 15
estimated external costs per course € 8.415

Table 2 — estimated lecture production costs

Market Analysis

e Market size:
The audio-book market has boomed in Germany beginning in the 1990s and reached sales of more
than 13 million audio-books in the year 2009 in Germany alone, generating revenues of 173 million
Euros.

e Market growth:
The audio book market is projected to grow from around 4 million users in 2009 to 10 million in
2015.

e Customers:

* This is the case for Germany’s largest download portal, Audible. For other download portals the rates are

assumed to vary individually between 30-50%.
21



Typical audio-book customers are in the age group of 25-45 years, have a good education and an
even gender distribution.
Most customers listen to audio books while driving or on the train.

e Genres:
The majority of audio books are fiction titles (47.3%), followed by children’s and youth literature
(33.3%), guidebooks (8.1%), educational material (4.6%) and non-fiction books (3.6%).

e Sales Channels:
The majority of audio-book sales are made in specialized bookshops, but online platforms are on
the rise. The largest audio-book download platform in Germany, Audible, already had more than
500,000 customers in the beginning of 2009.

e Prices:
The trend of falling audio-book prices, as evident in Table 4, must be expected to continue with

increasing numbers of downloads, which are generally 20-30% cheaper than CDs.

German Audio-Book Market
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/ = Total audio-book
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Table 3 — Audio-book turnover in Germany (2001-2007)°

> Source: GfK Consumer Panel: Der Markt fiir Horbiicher und Hérbuchdownloads, September 2008.
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Audio-Book Sales in Germany
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Table 4 — Audio-book sales in Germany from 2001-2007°

For additional market data, please refer to appendix |; for additional data on customer characteristics and

numbers to appendix Il.

Target Market
The potential size of Autodidakt’s target market can be roughly deducted as a percentage of all audio-book

customers. Assuming that Autodidakt’s lectures are attractive to customers of educational material (4.6%)
and a cautious additional 5% of those interested in the remaining audio book categories, we may deduct a
potential audience for university level lectures in 2015 of about 1 million customers (10% of projected
audio-book customers in 2015), purchasing on average 3-4 titles per year (Table 4):

Potential Market Size in 2015: 1 million customers. Potential Sales Volume: 3-4 million copies.

These values are based on (uncertain) predictions of market growth and will not be used as a reference in
this business plan. Rather, the last available figures for Germany will be used as a reference value, i.e.
excluding future growth and the Austrian and Swiss markets. Sales forecasts for the venture’s first years
shall be given in absolute numbers, and relative to the market size in Germany 2009:

In 2009, 13.4 million audio-books were sold in Germany.

Target Customers

Potential customers of audio lectures in principle include all age groups from senior high school students to

retirees who are proficient in German’ and share an interest in (life-long) learning. The availability of high

® Source: GfK Consumer Panel: Der Markt fir Horbiicher und Hérbuchdownloads, September 2008.
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quality university lectures may appeal to retirees, who enroll at university for intellectual pleasure,

students preparing for university, people who have wide areas of interest or want to increase their

understanding of the world, or simply those who, instead of listening to music, prefer intellectually

stimulating or entertaining audio-books. This more immediate target group of audio-book listeners has

been the focus of a thorough analysis:

The largest part of audio book customers are commuters:
0 More than 50% of audio book customers listen to audio books while driving.

0 More than 40% of audio book customers listen to audio books on the train.

People who drive distances larger than 30 minutes on a daily basis search for ways to use these idle times.

Together with the availability of mp3 players in car radios and mobile playback devices, audio-books have

become increasingly popular with commuters.

Audio book customers are generally well educated and, for lack of alternatives, listen mostly to
literary works.

These people, with a better than average education and little time to spare, seek ways to further
their understanding of the complexities of our world: they are interested in lifelong learning.
Autodidakt will satisfy this need: the people’s desire to learn from distinguished university

professors, while being able to do so during the hours of the week which would otherwise be lost.

Autodidakt’s primary target group is: commuters, who are audio-book consumers already or interested in

buying audio books; secondary target groups are audio-book customers in general and people interested in

lifelong learning.

Data on commuters in Germany:

According to German census data from 2004, 30 million Germans are commuters;
360,000° of which work and live in different cities and commute on a weekly basis.
1.5 million people travel more than 50 km to work every day and

66% of all commuters travel by car.

Customer Profiles

Target customers

are expected to prefer downloadable and longer content than other audio book customers.
have better than average education and income.

are on average 39 years of age (ages expected between 23-50 years)

7 German native speakers number around 120 million with an estimated further 80 million non-native
German speakers in the rest of the world.
& Excluding students and self-employed.
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e include a larger share of men than women (65% men, 35% women)

e spend a lot of time on the road (commuting or on business)

Interviews and a small survey were conducted in order to gain additional insights into the preferences of
audio book customers. The survey, results and conclusions drawn from personal interviews can be found in
appendix Ill.
Even though the survey was conducted only in Austria with a limited number of participants, some
conclusions or potential threats are noteworthy:
e Customers are very price sensitive; respondents stated that the maximum price they were willing
to pay for audio-books is 20 Euros, even for six hour courses.
e Audio books are purchased most frequently at Audible (subscription price for any audio-book title:
10 Euros). Other shops cited were iTunes, Amazon, and Thalia. No other online shops or download
portals were named.
e Audible’s subscription service is highly popular (1 title per month at € 9.95) and sufficient for most
commuting audio-book customers. A rough estimate for purchases made by a single commuting

audio-book customer over the course of a year would thus lie between 120-200 Euros.

Sales Channels
Autodidakt’s lectures will be sold as Audio-CDs, mp3-CDs, and as downloadable files (e.g. mp3).

The following sales channels are available for audio-books®:

Audio-Book Sales Channels

Internet (online) Retailers and shops
Online shops for CDs and mp3-CDs Specialized book stores
e.g. Amazon, Thalia

Download portals Large specialized retail-chains
(mp3 or proprietary file formats) like Thalia or Weltbild
e.g. Audible, iTunes

Online shops offering downloads,

mp3 CDs and Audio-CDs

e.g. Hoerkiosk

Own webpage with download,

payment, and direct shipping

services
Table 5 — audio-book sales channels

Autodidakt will market its products primarily online, because

® pre selected list; other potential sales channels such as ebay have been excluded due to the products’
characteristics. Ebay, for example, has not been selected, because Autodidakt targets a higher price market
segment than typical ebay customers are expected to buy. Sales channels are also chosen to reflect the

products’ high quality image.
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e the target customer group is expected to shop mainly online (little time, more choice, lower prices)

e online marketplaces and downloads are the growing sectors of the audio-book market

e large retailers’ customers are more inhomogeneous and less potential customers are expected in
brick and mortar shops

e large retailers rarely offer specialized audio-book sections (e.g. for educational content)

e higher pre-production volumes, more risk and cash needed when selling through large retailers

Even though profit margins are highest when selling through the company’s own webpage, it risks
remaining invisible next to the industry’s incumbents like Thalia, Amazon, Audible or iTunes. Therefore, in
line with the marketing strategies outlined below, the webpage will perform a supportive function
(gathering information on customer preferences, etc.) and intends to strengthen customer loyalty, but

sales volume is expected to come from established online retailers.

Sales and Business Development

First stage:

Autodidakt will produce its first lectures and launch its website.

Autodidakt will sell its products via established online retailers to reach large audiences, e.g. Amazon (CDs),
hoerkiosk.de (CDs and mp3-downloads), Audible (downloads), and iTunes (downloads) and generate
awareness for its website through direct and internet promotions.

The website will include information on the company and the produced lectures. It will also offer a
customer forum and a list of lectures in the planning and production stages. The website will offer direct
purchasing links to online shops (e.g. Amazon’s or Thalia’s partner programs) for CDs. Internal stock-
keeping, product handling (incl. shipping), online purchasing, etc. will not be needed or offered for CDs.
Downloadable content - courses and sample lectures - will be provided on the website, with various options
for e-payment.

Autodidakt will continuously monitor success of its products, sales per channel, and customer feedback.

Expected lectures produced (per year): 3-5

Expected total sales:  worst case 500
base case 1,000
best case 2,000

Second stage:
Autodidakt will produce lectures at an increasing rate and expand its webpage and web services. Personnel
will be hired to perform the company’s operational tasks. Marketing efforts will be increased, and feedback

and lessons learned during the first stage will be implemented.
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Expected lectures produced (per year): 5-7

Expected total sales:  worst case 2,000
base case 5,000
best case 10,000
Third stage:

Autodidakt will produce lectures at an increasing rate and expand its webpage and web services, possibly
including ordering and direct shipping of mp3-CDs (depending on demand for downloads versus CDs).
Personnel will be hired to reach a stable organizational structure for all organizational functions.
Autodidakt will explore options of selling its products in stores (depending on demand for downloads
versus CDs).

Expected lectures produced (per year): 10

Expected total sales:  worst case 4,000
base case 10,000
best case 20,000

20,000 copies sold is equivalent to a market share of approx. 0.15%".

Promotion and Marketing Strategies

Advertisement on the radio and in other media will be too expensive during the early growth phase of the
enterprise and is not expected to reach the target group effectively. Initially, other avenues for promotion
will be followed, as detailed below. In order to further increase public awareness of the company at
approximately the end of the fourth year of operations, a mix of advertizing methods, in addition to those
outlined below, may become feasible, such as billboard advertising on trains, public transport, and train

stations, as well as radio advertisement.

Internet Promotion

Autodidakt will use internet promotion tools to increase the visibility of its website. It will also use
promotion tools available on download portals and online shops such are preferential listings or positive
customer feedback. The company will be present on social and professional networking platforms such as
facebook, XING, twitter, and flickr, actively using social media marketing tools and tactics. Marketing efforts
will also include search engine optimization (e.g. preferential listings on Google) and banner advertisement.

Autodidakt may also try couponing (e.g. offering a lecture series at a reduced price via Groupon).

19 5ales forecasts are set in relation to 13.4 million audio-books sold in Germany in 2009. The Austrian and
the Swiss market are not included in this figure; neither is future growth in total sales volume.
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Promotions and Innovative Marketing Strategies on the Company’s Website

Visitors of the company’s website will be enticed to become customers by offering them a rebate on the
first lecture series.

Sample lectures will be available for download free of charge. Instead of customary 2 minute samples,
Autodidakt will offer full length lectures as samples to provide its customers with a clear overview of each
course and the quality of the lecturer.

In order to further customer loyalty, Autodidakt will periodically offer rebates on selected courses and send

its registered customers rebate offers, e.g. on their birthday.

Autodidakt will also engage in innovative marketing strategies for customer involvement and feedback in
addition to the promotion measures outlined above, by:
e involving customers and visitors of Autodidakt’s webpage
0 by soliciting advice on lecture content, ideas for new lecture topics, contacts of good
lecturers etc.
0 by giving customers the opportunity to vote for lecture series: “I would buy this lecture
series” and informing them once “their” lecture has been produced
0 by collecting and reacting to customer feedback and thus improving courses continuously
e identifying customer preferences and producing according to demand, i.e. specific questions and
topics.
The desired effects of these measures are
e to reduce uncertainty regarding interest in and demand for certain topics before production has
begun;
e to involve customers, generate customer loyalty, and strengthen identification with the product
and the company; and
e to use customers’ knowledge and creative potential to find good lecturers and interesting new

course topics.

Direct Promotions

The third approach is to reach commuters directly, e.g. at gas stations, railway stations or Park & Ride
spots.
Autodidakt will pursue the goal of reaching this target group directly, by handing out
o free copies of sample lectures, e.g. the first lecture of three or four different lecture series, with
information on the company, its website, and where products can be bought;
o flyers advertising Autodidakt and vouchers for a rebate on the first downloaded course on the

company’s website.
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Key spots where commuters switch their means of transportation, e.g. from their car to public transport, or
regional trains to city transport, will be sought out for these promotions, such as park and ride spots,
connecting train stations, and similar locations. Areas that will be targeted are large cities, where
commuting populations are high. Efforts will first concentrate on Austria and southern Germany, in order to
reduce the associated cost and gather first experience and feedback on the success of this approach. Larger

coverage can then be achieved by contracting a specialized company.
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Organizational Plan

Form of Ownership

Autodidakt will be founded as a proprietorship (Gesellschaft nach birgerlichem Recht or Offene
Gesellschaft) and produce the first three lectures at as little cost as possible. The aim is to validate all cost
assumptions and develop a lecture-“prototype”. With a proven concept and the first courses in hand,
Autodidakt will solicit external funding and change its organizational form into a Limited Liability Company

(GmbH) in order to grow the company into a successful and stable business.

Partners

Potential partners in the enterprise have been identified in the area of design, webpage design and internet
marketing. A partnership with an experienced company or individual from the audio-book publishing
industry has not yet been signed, but a large number of potential partners or consultants from the industry

have been identified via the professional networking platform XING.

The Management Team

The management team will begin operations once

a) the partnership has been set up,
b) a marketing study with the first produced lectures has proven customer interest, and

c) sufficient funds have been secured.

The key functions of the enterprise will be performed by a production manager, a marketing and sales
manager, and an assistant for administration tasks. The president’s key role will be to manage and establish

contacts with lecturers and define and adapt the direction of the enterprise.

President

Marketing & Production

Sales R AL Administration

Figure 2 — organizational chart

Web-page support is planned as an external function, but may become internalized as part of marketing,
depending on the webpage’s success. Further growth of the enterprise will require more specialized

functions, including specialized academic advisors, editors and content supervisors. Academic advisors will
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be consulted to assure content quality, first on a temporary basis and at a certain stage as permanent

employees.
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Risk Assessment

Lecturers and Universities

The Open University concept has not yet been fully embraced in the German-speaking world, particularly
when it comes to recording lectures and reworking the material to reach the high quality standards of radio
or audio-book productions. Most universities have instituted e-learning platforms and small departments
dedicated to producing video and audio footage on high profile events. Universities are evaluating the
impact and efficiency of increased activities in this field, for example as advertisement for their study
programs and level of research.

Autodidakt offers lecturers the chance of bringing important insights to a larger audience and monetary
rewards in the form of royalties. The first incentive could be addressed by increased efforts of universities
to publish content online, either on a dedicated university website or a platform like iTunes U. The second
incentive may lose grip as customer willingness to pay erodes together with falling prices on the audio-book
market. At the same time, universities may want to exert control on what is published and come to see
other publishers as competition, causing university professors to turn to their university rather than be

enticed to produce a lecture series for an independent company.

Customers

Autodidakt enters the consumer market in a fairly competitive segment with a new product idea that has
the potential to become successful, but clearly offers no guarantee. Autodidakt does not offer a mass
product, but appeals to an audience with higher than average education and an interest in lifelong learning.
Aside from becoming visible to this stratum of society, the business model must be wrapped around
customers’ interests and their exigencies on price and quality. The only means to safeguard against failure
is, therefore, to continuously evaluate customer feedback and develop products with the demanded
characteristics.
All options to adapt the business model must be carefully considered, before actually implementing them,
as they may send the wrong signal, e.g.

e Lower the price — a lower price may be associated with lower quality

e Shorten course length — the product will lose a main differentiation characteristic against other

products

Limited marketing budgets during the first stages of the enterprise can only be overcome by carefully
listening to customers and implementing the proposed marketing instruments on the company’s website.
If sales projections cannot be reached, direct promotion activities will need to be expanded accordingly,

feedback on sample CDs and additional surveys can be used to shed light on the underlying reasons and
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increase efforts at the identified front (e.g. increased advertisement, or changes in the product

characteristics).

Internet 2.0 and the Competition

The internet offers new business opportunities for companies who do not see themselves as audio-book
publishers, but who could become direct competitors fairly quickly. Radio stations, for example, are already
providing downloadable content on their websites and could easily expand their online offerings at
competitive prices. The internet would allow them to switch from the traditional regional or national focus
to an international presence. This aspect can and should be addressed by initiating cooperation with a radio

station such as the Austrian publically owned OE1, which could prove mutually beneficial.

Sensitivity Analysis

The factors outlined above may affect the company in different ways, and a sensitivity analysis shall shed
light on changes in key parameters:

Lower sales volume, lower sales price, and higher costs have been investigated according to their effects on
return on investment.

The pro forma cash flow statements show a return on investment of 28%, assuming the same cash flow in

2016 as in 2015:

2012 2013 2014 2015 2016
Cash Flow -62.439 -36.366 3.768 104.872 104.872
Internal Rate of Return (5 years) 28%

The following table summarizes the conclusions of the sensitivity analysis. The maximum tolerable decrease
in revenues or increase in expenses (ceteris paribus) - for IRR to remain above 20% - are given relative to

the figures used in the financial plan in percent:

I Sensitivity to ~Max. decrease/increase for IRR to remain >20%
Decrease in total sales revenue 2%
Decrease in sales numbers 5%
Increase of marketing/advertising expenses 120%

Change in ratio of Audible subscribers (price 20% (60% subscription sales, 40% standard sales)
decrease)

Increase in operating expenses 4%

Conclusions:
The sensitivity analysis shows the strong dependence on sales numbers, sales price, and retail costs.
Sales numbers can be positively influenced by increased marketing and advertising efforts, but the price,

e.g. for Audible’s subscription service, is fixed.
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Further, operating costs cannot be more than marginally increased without higher sales than in the base
case scenario.

Therefore, total sales revenue must fulfill the targets of the business plan. This is more important than
merely reaching sales numbers, since profit margins vary greatly depending on the respective sales channel
(see breakeven analysis in financial plan). Advertising costs can and should be increased, if sales numbers

are not found up to par.
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Autodidakt - Business Plan
Master Thesis | Ottokar Biffl

Financial Plan

Assumptions

The Financial Plan is based on the assumption that until mid next year the company will be bootstrapped by
two or three partners, produce its first lecture-“prototypes”, and answer remaining open questions.
Operations and sales will be online together with the company’s webpage by this time, resulting in first

sales revenues in the second half of 2012.

Sales

As outlined in the Marketing plan section, sales are projected for three - worst, base and best - case

scenarios over the next four years:

Sales projections 2012 2013 2014 2015

worst case 500 2000 4000 6000
base case 1000 5000 10000 20000
best case 2000 10000 20000 40000

Avg. sales per month 2012 2013 2014 2015

worst case 42 167 333 500
base case 83 417 833 1667
best case 167 833 1667 3333

Sales Forecast

45.000
40.000

35.000
30.000 /
25.000 // worst case
20.000 / / = base case
15.000

/ / = pest case
10.000

5000'“———:Eg;;E;;::‘1::::::;==_———==L____
0

2012 2013 2014 2015

The pro forma financial statements have been based on the base case scenario.
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The sales volume reached in 2015, at 20,000 copies sold, is equivalent to a market share of approximately

0.15%™.

Sales per Channel

The ratio of mp3-CD sales over downloads is assumed to be 50%. Different ratios can easily be calculated
with the Excel-sheets used, but will not be discussed here.
Fees and conditions are distinct for each sales channel, retailer and download platform. Since it is
impossible to accurately predict total sales - much less sales per sales channel - the pro forma income
statements are based solely on mp3-CD-sales via Amazon and download-sales from Audible and the
company’s webpage. These assumptions are on the safer side, since smaller download portals have lower
fees and generally better conditions for publishers.
Example for the first year:
base case scenario — 1000 copies sold:

e 500 as mp3 CDs via Amazon,

e 400 as downloads via Audible (200 on a subscription basis, 200 standard sales) and

e 100 via downloads from the company’s webpage

A detailed compilation of assumed sales per channel and the resulting cost of goods sold can be found in

appendix VIII.

Income Statement
COGS:

Cost of goods sold includes CD production costs (CD and booklet printing), website maintenance (content
management, order processing), and retail costs (fees and commissions, webhosting fees). See also
appendix VIl for assumed sales per channel, associated COGS, and their structure.

Website expenses:

Website expenses should, in practice, partly be listed as operating expenses, but since content
management, web-design, order processing, and webhosting costs increase together with sales volume, all
web-related costs have been listed under COGS. In reality, betterments and improvements of the site will
be treated as changes in the asset’s value, but in line with a conservative approach have been booked as
expenses only. Depreciation of the original asset value aside, no changes in the webpage’s value have been

taken into account.

! Sales forecasts are set in relation to 13.4 million audio-books sold in Germany in 2009. The Austrian and
the Swiss market are not included in this figure; neither is future growth in total sales volume.
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Marketing/Advertising:

Marketing expenses have been assumed at 500€ per month for internet advertising and promotion
activities, as outlined in the marketing plan. Direct promotions are assumed to incur additional 500€ five or
six times a year (2,500-3,000 € per year). Flyers can be printed and handed out very cheaply, but printing of
sample CDs is slightly more costly at a little less than 1€ per CD. The emphasis may be put on flyers if
sample CDs do not prove disproportionally more successful in attracting customers. Actual expenses may
rise or fall depending on the success of direct promotions versus internet advertising.

Insurance:

Insurance costs include health, social security and pension insurance fees for Austria (minimum fee of
500€/quarter for new businesses for the first 2 years). Currently used values are preliminary estimates and
will be adapted according to the legal requirements of the chosen organizational form.

Organization expenses:

Organization expenses include legal fees, trademark (brand) registration, and accounting services.

Office expenses:

Office expenses include telephone and internet access, among other minor expenses.

Cash Flow
Working capital:

€ 120,000 is assumed to be the company’s starting capital, put in by partners and investors. At the end of
the third year, a bank loan of € 30,000 has been assumed to secure enough cash for continued operations
as the company becomes profitable.

Revenues:

Sales revenue is expected to be received in the subsequent month™.

Expenditures:

All expenses are assumed to be paid in the same month they are incurred.

Balance Sheet

Amortization/Depreciation:

The life span of a lecture series is assumed to be 10 years. Straight line depreciation and no residual value
have been assumed.
The company’s website has been amortized over three years (straight line depreciation and no residual

value).

2 payment can be expected at different intervals, depending on the sales platform; e.g. Amazon clears dues

every 14 days, and 1 month is a reasonably careful estimate.
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Inventory:

Half of the company’s sales are expected to be made as downloads, reducing the company’s inventory

stock. Inventory lists the produced, yet unsold CDs, assuming that new CDs are produced only when

inventory stock runs low. In reality, more popular lectures may have to be produced in larger numbers,

increasing overall inventory stock.

Financial Statements

The next page gives a short overview of the period 2012-2015 and gives aggregated financial statements.

The following pages show the detailed pro forma financial statements for the years 2012-2015 (per month)

and offer additional notes on the underlying assumptions.

Pro forma income statements 2012-2015, per year

Pro forma cash flow statements for 2012-2015, per year
Pro forma balance sheets for 2012-2015, end of year
Pro forma income statements for 2012-2015, per month

Pro forma cash flow statements for 2012-2015, per month
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Autodidakt

Pro Forma Income Statements

2012-2015
2012 2013 2014 2015
Sales revenue € 32350 € 158.953 € 306.749 € 629.028
Cost of goods sold
Production costs 600 3.000 6.000 12.000
Webpage costs 600 2.100 3.600 4.800
Retail costs 13.689 70.808 138.770 270.027
Total cost of goods sold 14.889 75.908 148.370 286.827
Percent of sales revenue 46% 48% 48% 46%
Gross profit € 17461 € 83.045 € 158.379 € 342.201
Operating expenses
Salaries 10.000 48.000 64.800 64.800
Rent 1.500 3.600 3.600 3.600
Utilities 100 360 420 420
Office expenses 720 720 720 720
Marketing/Advertising 3.000 8.500 9.000 8.500
Travel expenses 300 300 800 1.200
Insurance 2.000 2.000 2.000 2.000
Payroll taxes 2.500 12.000 14.400 14.400
Depreciation/Amortization 2.883 8.746 13.917 32.204
Organization expenses 2.350 840 840 840
Total operating expenses € 25353 € 85.066 € 110.497 € 128.684
Percent of sales revenue 78% 54% 36% 20%
EBIT -€ 7.891 -€ 2.021 € 47.882 € 213.517
Interest - - - 1.500
Taxes - - 9.493 53.004
Net Profit -€ 7.891 -€ 2.021 € 38.390 € 159.012
Percent of sales revenue -24% -1% 13% 25%
Autodidakt
Pro Forma Cash Flow
2012-2015
2012 2013 2014 2015
Receipts
Sales € 19.410 € 155.362 € 297.718 € 602.171
Bank loan 30.000 -
Disbursements
Retail costs 13.689 70.808 138.770 270.027
Website maintenance 600 2.100 3.600 4.800
Lecture production expenses 29.200 36.500 73.000 73.000
CD production expenses 4.800 6.000 12.000 12.000
Webpage construction 11.090 - - -
Salaries 10.000 48.000 64.800 64.800
Rent 1.500 3.600 3.600 3.600
Utilities 100 360 420 420
Office expenses 720 720 720 720
Marketing/Advertising 3.000 8.500 9.000 8.500
Travel expenses 300 300 800 1.200
Insurance 2.000 2.000 2.000 2.000
Payroll taxes 2.500 12.000 14.400 14.400
Taxes (income) 9.493
Loan repayment - - - 31.500
Organization expenses 2.350 840 840 840
Total disbursements 81.849 191.728 323.950 497.300
Cash flow 62.439 - 36.366 3.768 104.872
Beginning balance 120.000 57.561 21.195 24.963
Ending balance 57.561 21.195 24.963 129.835

Sales revenue is expected to surpass
0.5 million Euros in the fourth year
of operations.

Cost of goods sold is expected to be
slightly below 50% of sales revenue.

Operating expenses are expected to
reach about 125,000 Euros in the
fourth year or operations.

Autodidakt will turn a profit in its
third year of operations.
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Autodidakt

Pro Forma Income Statement

2012, by Month

January February March April May June July August September October November December  Total
Sales revenue € - £ - € - € - € - £ - £ - €258 € 4206 €5500 € 7.117 € 12940 € 32.350
Cost of goods sold
CD production costs - - - - - - - 48 78 102 132 240 600
Website maintenance - - - - - - - - - 300 - 300 600
Retail costs - - - - - - - 1.095 1.780 2.327 3.012 5.475 13.689
Total cost of goods sold - - - - - - - 1.143 1.858 2.729 3.144 6.015 14.889
Gross profit - - - - - - - 1.445 2.348 2.770 3.973 6.925 17.461
Operating expenses
Salaries - - - - - - - 2.000 2.000 2.000 2.000 2.000 10.000
Rent - - - - - - - 300 300 300 300 300 1.500
Utilities - - - - - - - 20 20 20 20 20 100
Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 720
Marketing/Advertising - - - - - - - 500 1.000 500 500 500 3.000
Travel expenses - - - 100 - - 100 - - - 100 - 300
Insurance 500 - - 500 - - 500 - - 500 - - 2.000
Payroll taxes - - - - - - - 500 500 500 500 500 2.500
Depreciation/Amortization - - - - - - 308 491 491 491 551 551 2.883
Organization expenses 2.000 - - - - - - 70 70 70 70 70 2.350
Total operating expenses 2.560 60 60 660 60 60 968 3.941 4.441 4.441 4.101 4.001 25.353
EBIT 2.560 - 60 - 60 - 660 60 - 60 - 968 - 2.496 - 2.093 - 1.670 - 128 2,923 - 7.891
Interest i
Taxes -
Net Income 2.560 - 60 - 60 - 660 60 - 60 - 968 - 2.496 - 2.093 - 1.670 - 128 2.923 7.891

Notes on income statement and cash flow during the first year:

January-July: Production of the first three lecture series: associated cash flow in February, May and August. Construction of the company’s website: associated

cash flow in March and July.

August: launch of the company’s website, begin of operations, and first sales. Sales numbers, revenue, and COGS are calculated as shown in appendix VIII.
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Autodidakt
Pro Forma Cash Flow Statement
2012, by Month
January February March April May June July August September October November December Total

Receipts

Sales € - € - € - £ - £ - £ - £ - € - € 258 €£4206 € 5500 € 7.117 € 19.410
Disbursements

Retail costs - - - - - - - 1.095 1.780 2.327 3.012 5.475 13.689

Website maintenance - - - - - - - - - 300 - 300 600

Lecture production expenses - 7.300 - - 7.300 - - 7.300 - - 7.300 - 29.200

CD production expenses - - - - - - - 3.600 - - 1.200 - 4.800

Webpage construction - - 5.000 - - - 6.090 - - - - - 11.090

Salaries - - - - - - - 2.000 2.000 2.000 2.000 2.000 10.000

Rent - - - - - - - 300 300 300 300 300 1.500

Utilities - - - - - - - 20 20 20 20 20 100

Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 720

Marketing/Advertising - - - - - - - 500 1.000 500 500 500 3.000

Travel expenses - - - 100 - - 100 - - - 100 - 300

Insurance 500 - - 500 - - 500 - - 500 - - 2.000

Payroll taxes - - - - - - - 500 500 500 500 500 2.500

Organization expenses 2.000 - - - - - - 70 70 70 70 70 2.350
Total disbursements 2.560 7.360 5.060 660 7.360 60 6.750 15.445 5.730 6.577 15.062 9.225 81.849

Cash flow - 2560 - 7.360 - 5.060 - 660 - 7.360 - 60 - 6.750 - 15.445 - 3.142 - 2372 - 9.562 - 2.108 - 62.439

Beginning balance 120.000 117.440 110.080 105.020 104.360 97.000 96.940 90.190 74.745  71.603 69.232 59.670

Ending balance 117.440 110.080 105.020 104.360 97.000 96.940 90.190 74.745 71.603  69.232 59.670 57.561

Notes on cash flow statements and balance sheets:

The cash flow statement has been generated under the simplified assumption that two or three partners will put in 120,000 Euros in total as starting capital and
receive equal shares in the company. Balance sheets and cash flow statements will be adapted to mirror the actual sources of funds (number of partners in the
enterprise, invested capital by partners and other sources, changes in equity structure...). This simplified approach was followed to transparently show the
company’s assumed financing needs over the first three to four years. The financial statements deviate slightly from the core assumption of the business plan in
this regard: The business plan states that in 2012 three lectures and the company’s website will be produced with personal capital while remaining a
proprietorship. It is uncertain, at what stage a second or third partner will enter and require an adaptation of the organizational form and the equity structure, or
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if the company will be founded as a partnership in the first place. It is assumed that the company will change its organizational form into a LLC (GmbH), but the
exact point in time, detailed sources of funds, and the extent at which investment will be bound to a share in equity or other agreements have not yet been fixed.

Autodidakt Autodidakt
Pro Forma Balance Sheet Pro Forma Balance Sheet
End of 2012 End of 2013
Assets Assets
Current Assets Current Assets
Cash 57.561 Cash 21.195
Accounts receivable 12.940 Accounts receivable 16.531
Inventory 4.200 Inventory 7.200
Total current assets 74.701 Total current assets 44.926
Fixed Assets Fixed Assets
Property, Plant and Equipment Property, Plant and Equipment
Webpage 11.090 Webpage 11.090
copyrighted lectures 29.200 copyrighted lectures 65.700
Less accumulated depreciation 2.883 Less accumulated depreciation 11.628
Total fixed assets 37.408 Total fixed assets 65.162
Total assets € 112.109 Total assets € 110.088
Liabilities and Owners' Equity Liabilities and Owners' Equity
current liabilities current liabilities
accounts payable - accounts payable -
Total liabilities - Total liabilities -
Owners' equity Owners' equity
paid in capital 120.000 paid in capital 120.000
Retained earnings 7.891 Retained earnings 9.912
Total owners' equity 112.109 Total owners' equity 110.088
Total liabilities and owners' equity € 112.109 | |Total liabilities and owners' equity € 110.088
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Autodidakt
Pro Forma Income Statement
2013, by Month
January February March April May June July August September October November December Total

Sales revenue € 9537 € 11127 € 13352 € 13352 € 13352 € 13352 € 13352 € 13352 € 13.352 € 13.352 € 14942 € 16.531 € 158.953
Cost of goods sold

CD production costs 180 210 252 252 252 252 252 252 252 252 282 312 3.000

Webpage maintenance 300 - 300 - 300 - 300 - 300 - 300 300 2.100

Retail costs 4.249 4.957 5.948 5.948 5.948 5.948 5.948 5.948 5.948 5.948 6.656 7.364 70.808
Total cost of goods sold 4.729 5.167 6.500 6.200 6.500 6.200 6.500 6.200 6.500 6.200 7.238 7.976 75.908
Gross profit € 4809 € 5960 € 6.852 € 7.152 € 6.852 € 7.152 € 6.852 € 7.152 € 6.852 € 7.152 € 7.704 € 8.555 € 83.045
Operating expenses

Salaries 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 48.000

Rent 300 300 300 300 300 300 300 300 300 300 300 300 3.600

Utilities 30 30 30 30 30 30 30 30 30 30 30 30 360

Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 720

Marketing/Advertising 500 500 1.000 500 1.000 1.000 500 500 1.000 1.000 500 500 8.500

Travel expenses - - - 100 - - 100 - - - 100 - 300

Insurance 500 - - 500 - - 500 - - 500 - - 2.000

Payroll taxes 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 12.000

Depreciation/Amortization 551 612 612 673 673 734 734 795 795 856 856 856 8.746

Organization expenses 70 70 70 70 70 70 70 70 70 70 70 70 840
Total operating expenses 7.011 6.572 7.072 7.233 7.133 7.194 7.294 6.755 7.255 7.816 6.916 6.816 85.066
EBIT -€ 2203 -€ 612 -€ 220 -€ 81 -€ 281 -€ 42 -€ 442 € 397 -€ 403 -€ 663 € 788 € 1.740 -€ 2.021
Interest -
Taxes -
Net Income -€ 2203 -€ 612 -€ 220 -€ 81 -€ 281 -€ 42 -€ 442 € 397 -€ 403 -€ 663 € 788 € 1.740 -€ 2.021

Notes on income statement and cash flow during the second year:

The increase in salaries is attributed to an increase in employees from one employee in the first year to two employees in the second year, and a further employee

in the third year.

Marketing/advertising costs are assumed at 500 Euros for internet advertising efforts and an extra 500 Euros for direct promotions (flyers and sample CDs) in 5

months.
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Autodidakt
Pro Forma Cash Flow,
2013, by Month

January February March April May June July August September October November December Total
Receipts
Sales € 12940 € 9537 € 11127 € 13352 € 13352 € 13.352 € 13352 € 13352 £ 13.352 € 13.352 € 13352 £ 14.942 € 155.362
Disbursements
Retail costs 4.249 4.957 5.948 5.948 5.948 5.948 5.948 5.948 5.948 5.948 6.656 7.364 70.808
Website maintenance 300 - 300 - 300 - 300 - 300 - 300 300 2.100
Lecture production expense: - 7.300 - 7.300 - 7.300 - 7.300 - 7.300 - - 36.500
CD production expenses - 1.200 - 1.200 - 1.200 - 1.200 - 1.200 - - 6.000
Webpage construction - - - - - - - - - - - - -
Salaries 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 4.000 48.000
Rent 300 300 300 300 300 300 300 300 300 300 300 300 3.600
Utilities 30 30 30 30 30 30 30 30 30 30 30 30 360
Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 720
Marketing/Advertising 500 500 1.000 500 1.000 1.000 500 500 1.000 1.000 500 500 8.500
Travel expenses - - - 100 - - 100 - - - 100 - 300
Insurance 500 - - 500 - - 500 - - 500 - - 2.000
Payroll taxes 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 12.000
Organization expenses 70 70 70 70 70 70 70 70 70 70 70 70 840
Total disbursements 11.009 19.417 12.708 21.008 12.708 20.908 12.808 20.408 12.708 21.408 13.016 13.624 191.728
Cash flow 1.931 - 9.879 - 1.581 - 7.656 644 - 7.556 544 - 7.056 644 - 8.056 336 1.318 - 36.366
Beginning balance 57.561 59.493 49.613 48.032 40.376 41.021 33.465 34.009 26.953 27.597 19.542 19.878
Ending balance 59.493 49.613 48.032 40.376 41.021 33.465 34.009 26.953 27.597 19.542 19.878 21.195
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Autodidakt
Pro Forma Income Statement

2014, by Month

January February March April May June July August  September October November December Total
Sales revenue € 25562 € 25562 € 25562 € 25562 € 25.562 € 25.562 € 25.562 € 25.562 € 25.562 € 25.562 € 25.562 € 25.562 € 306.749
Cost of goods sold
CD production costs 500 500 500 500 500 500 500 500 500 500 500 500 6.000
Website maintenance 300 300 300 300 300 300 300 300 300 300 300 300 3.600
Retail costs 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 138.770
Total cost of goods sold 12.364 12.364 12.364 12.364 12.364 12.364 12.364 12.364 12.364 12.364 12.364 12.364 148.370
Gross profit € 13198 € 13.198 € 13.198 € 13.198 € 13.198 13.198 13.198 € 13.198 € 13.198 € 13.198 € 13.198 € 13.198 €  158.379
Operating expenses
Salaries € 5400 € 5400 € 5400 € 5400 € 5.400 5.400 5400 € 5400 € 5400 € 5400 € 5400 € 5.400 € 64.800
Rent 300 300 300 300 300 300 300 300 300 300 300 300 € 3.600
Utilities 35 35 35 35 35 35 35 35 35 35 35 35 € 420
Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 € 720
Marketing/Advertising 500 500 1.000 500 1.000 1.000 500 500 1.000 1.000 1.000 500 € 9.000
Travel expenses - 100 100 100 - 100 100 - 100 100 100 - £ 800
Insurance 500 - - 500 - - 500 - - 500 - - € 2.000
Payroll taxes 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 € 14.400
Depreciation/Amortization 856 916 977 1.038 1.099 1.160 1.160 1.221 1.281 1.342 1.403 1464 € 13.917
Organization expenses 70 70 70 70 70 70 70 70 70 70 70 70 € 840
Total operating expenses € 8921 € 8581 € 9.142 € 9.203 € 9.164 9.325 9325 € 878 € 9446 € 10.007 € 9.568 € 9.029 € 110.497
EBIT € 4278 € 4617 € 4.056 € 3.995 € 4.034 3.874 3874 € 4413 € 3752 € 3191 € 3.630 € 4.169 € 47.882
Interest € -
Taxes € 9.493
Net Profit € 4.278 € 4.617 € 4.056 € 3.995 € 4.034 3.874 3874 € 4413 € 3752 € 3191 € 3.630 € 4.169 € 38.390
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Autodidakt
Pro Forma Cash Flow,
2014, by Month

January February March April May June July August  September October November December Total
Receipts
Sales € 16531 € 25562 € 25562 € 25562 € 25.562 € 25.562 £ 25.562 € 25.562 € 25562 € 25.562 € 25562 € 25.562 € 297.717,51
Bank loan 30.000 30.000
Total receipts 16.531 25.562 25.562 25.562 25.562 25.562 25.562 25.562 25.562 25.562 55.562 25.562 327.718
Disbursements
Retail costs 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 11.564 138.770
Website maintenance 300 300 300 300 300 300 300 300 300 300 300 300 3.600
Lecture production expenses - 7.300 7.300 7.300 7.300 7.300 - 7.300 7.300 7.300 7.300 7.300 73.000
CD production expenses - 1.200 1.200 1.200 1.200 1.200 - 1.200 1.200 1.200 1.200 1.200 12.000
Webpage construction - - - - - - - - - - - - -
Salaries 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 64.800
Rent 300 300 300 300 300 300 300 300 300 300 300 300 3.600
Utilities 35 35 35 35 35 35 35 35 35 35 35 35 420
Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 720
Marketing/Advertising 500 500 1.000 500 1.000 1.000 500 500 1.000 1.000 1.000 500 9.000
Travel expenses - 100 100 100 - 100 100 - 100 100 100 - 800
Insurance 500 - - 500 - - 500 - - 500 - - 2.000
Payroll taxes 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 14.400
Organization expenses 70 70 70 70 70 70 70 70 70 70 70 70 840
Total disbursements 19.929 28.029 28.529 28.529 28.429 28.529 20.029 27.929 28.529 29.029 28.529 27.929 323.950
Cash flow - 3.398 - 2.467 - 2.967 - 2.967 - 2.867 - 2.967 5.533 - 2.367 - 2.967 - 3.467 27.033 - 2.367 3.768
Beginning balance 21.195 17.797 15.330 12.364 9.397 6.530 3.563 9.097 6.730 3.763 296 27.330
Ending balance 17.797 15.330 12.364 9.397 6.530 3.563 9.097 6.730 3.763 296 27.330 24.963
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Autodidakt
Pro Forma Income Statement
2015, by Month

January February March April May June July August  September October November December Total
Sales revenue € 52419 € 52419 € 52419 € 52419 € 52,419 € 52419 € 52419 € 52419 € 52419 € 52419 € 52419 € 52,419 € 629.028
Cost of goods sold
CD production costs 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 12.000
Webpage maintenance 400 400 400 400 400 400 400 400 400 400 400 400 4.800
Retail costs 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 270.027
Total cost of goods sold 23.902 23.902 23.902 23.902 23.902 23.902 23.902 23.902 23.902 23.902 23.902 23.902 286.827
Gross profit € 28517 € 28517 € 28.517 € 28.517 € 28.517 € 28,517 € 28.517 € 28,517 € 28.517 € 28517 € 28,517 € 28.517 € 342.201
Operating expenses
Salaries € 5400 € 5400 € 5400 € 5.400 € 5400 € 5400 € 5400 € 5400 € 5400 € 5400 € 5400 € 5400 € 64.800
Rent 300 300 300 300 300 300 300 300 300 300 300 300 € 3.600
Utilities 35 35 35 35 35 35 35 35 35 35 35 35 € 420
Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 € 720
Marketing/Advertising 500 500 1.000 500 1.000 1.000 500 500 1.000 1.000 500 500 € 8.500
Travel expenses 100 100 100 100 100 100 100 100 100 100 100 100 € 1.200
Insurance 500 - - 500 - - 500 - - 500 - - € 2.000
Payroll taxes 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 € 14.400
Depreciation/Amortization 1.525 1.586 13.813 1.707 1.768 1.829 1.521 1.582 1.643 1.703 1.764 1.764 € 32.204
Organization expenses 70 70 70 70 70 70 70 70 70 70 70 70 € 840
Total operating expenses € 9690 € 9251 € 21978 € 9.872 € 9933 € 9994 € 9.686 € 9.247 € 9.808 € 10368 € 9.429 € 9.429 € 128.684
EBIT € 18827 € 19.266 € 6.539 € 18.645 € 18.584 € 18.523 € 18.831 € 19.270 € 18.709 € 18.148 19.088 € 19.088 € 213.517
Interest € 125 € 125 € 125 € 125 € 125 € 125 € 125 € 125 € 125 € 125 € 125 € 125 € 1.500
Taxes € 53.004
Net Profit € 18702 € 19141 € 6.414 € 18.520 € 18.459 € 18.398 € 18706 € 19.145 € 18584 € 18.023 € 18.963 € 18.963 € 159.012
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Autodidakt

Pro Forma Cash Flow,

2015, by Month

January February March April May June July August  September October November December Total
Receipts
Sales € 25562 € 52.419 52419 € 52.419 52,419 € 52419 € 52419 € 52419 € 52419 € 52419 € 52419 € 52,419 € 602.171
Disbursements
Retail costs 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 22.502 270.027
Website maintenance 400 400 400 400 400 400 400 400 400 400 400 400 4.800
Lecture production expenses 7.300 7.300 7.300 7.300 7.300 7.300 - 7.300 7.300 7.300 7.300 - 73.000
CD production expenses 1.200 1.200 1.200 1.200 1.200 1.200 - 1.200 1.200 1.200 1.200 - 12.000
Webpage construction - - - - - - - - - - - - -
Salaries 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 5.400 64.800
Rent 300 300 300 300 300 300 300 300 300 300 300 300 3.600
Utilities 35 35 35 35 35 35 35 35 35 35 35 35 420
Office expenses 60 60 60 60 60 60 60 60 60 60 60 60 720
Marketing/Advertising 500 500 1.000 500 1.000 1.000 500 500 1.000 1.000 500 500 8.500
Travel expenses 100 100 100 100 100 100 100 100 100 100 100 100 1.200
Insurance 500 - - 500 - - 500 - - 500 - - 2.000
Payroll taxes 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 1.200 14.400
Taxes (income) 9.493 - - - - - - - - - - - 9.493
Loan repayment 2.625 2.625 2.625 2.625 2.625 2.625 2.625 2.625 2.625 2.625 2.625 2.625 31.500
Organization expenses 70 70 70 70 70 70 70 70 70 70 70 70 840
Total disbursements 51.685 41.692 42.192 42.192 42.192 42.192 33.692 41.692 42.192 42.692 41.692 33.192 497.300
Cash flow - 26.122 10.727 10.227 10.227 10.227 10.227 18.727 10.727 10.227 9.727 10.727 19.227 104.872
Beginning balance 24.963 1.159 9.567 19.794 30.021 40.247 50.474 69.201 79.928 90.154 99.881 110.608
Ending balance - 1.159 9.567 19.794 30.021 40.247 50.474 69.201 79.928 90.154 99.881 110.608 129.835
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Autodidakt
Pro Forma Balance Sheet
End of 2014

Assets

Current Assets
Cash
Accounts receivable
Inventory
Total current assets
Fixed Assets
Property, Plant and Equipment
Webpage
copyrighted lectures
Less accumulated depreciation
Total fixed assets

€ 24963
25.562

13.200

11.090
138.700
- 25.545

63.725

124.245

Total assets

€ 187.970

Autodidakt
Pro Forma Balance Sheet
End of 2015

Assets

Current Assets
Cash
Accounts receivable
Inventory
Total current assets
Fixed Assets
Property, Plant and Equipment
Webpage
copyrighted lectures
Less accumulated depreciation
Total fixed assets

€ 129.835
52.419

13.200

11.090
211.700
57.749

195.453

165.041

Liabilities and Owners' Equity
current liabilities
accounts payable
provisions for income taxes
bank loan
Total liabilities
Owners' equity
paid in capital
Retained earnings
Total owners' equity

€ 9.493

€ 30.000

120.000
28.478

39.493

148.478

Total assets

360.494

Liabilities and Owners' Equity
current liabilities
accounts payable
provisions for income taxes
Total liabilities
Owners' equity
paid in capital
Retained earnings
Total owners' equity

€ 53.004

120.000
187.490

53.004

307.490

Total liabilities and owners' equity

€ 187.970

Total liabilities and owners' equity

360.494
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Break-Even Analysis

Conclusions from a break-even analysis strongly vary depending on the different associated costs of selling

through the respective sales channels. Online sales via the company’s website theoretically offer the

highest margins, but advertising and fixed costs for operations would be a lot higher. Margins are lower,

when selling through high profile download portals, but sales number can be expected to be much higher,

without having to invest heavily in advertising. CD sales require CD production and inventories, and yield

margins between company-owned website downloads and high profile download portals.

The following graphical representations show the breakeven volumes for the three sales channels:

a. CD sales (mp3 format)

b. High profile download portal (Audible)

c. Proprietary website download

Internet (Amazon), mp3-CDs
450.000
400.000
350.000 /
300.000 /
250.000 / —
200.000 = Sales revenue
150.000 — / Total costs
100.000
50.000 /
0 2000 4000 6000 8000 10000 12000
Download platform (Audible)
450.000
400.000 )
350.000 /
300.000 /
2(5)2222 / = Sales revenue
150.000 / / Total costs
-~ /
100.000
50.000 /
0 10000 20000 30000 40000 50000 60000
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Proprietary website (download)
400.000
350.000 2
300.000 /
250.000 /

200.000 /
150.000 /

100.000 //
50.000

Sales revenue

Total costs

0 2000 4000 6000 8000 10000 12000

The underlying assumptions and the resulting break-even volumes per sales channel are outlined in Table
6.
e Fixed costs were assumed at stable conditions after the initial growth phase, estimated at the level
they are expected to reach in the fourth year of operations.
e The net sales price for downloads at Audible was calculated at the subscription rate, i.e. currently

the lowest selling price for long audio-books.

Internet (Amazon), Download platform Proprietary website,

Retail channel mp3-CDs (Audible) download

Fixed costs p.a. [€] 125.000 125.000 125.000
Net sales price p.u. [€] 39,92 8,06 35,92
Variable costs p.u. [€] 15,98 4,43 1,00
Break-Even Volume 5.221 34.466 3.580

Table 6 — Break-Even Analysis; assumptions and results

Assuming the worst case, i.e. 100% sales via Audible’s subscription service, the break-even volume of

approximately 34,500 copies sold would amount to a market share of 0.26%".

B Figure in relation to 13.4 million audio-books sold in Germany in 2009. The Austrian and the Swiss market
are not included in this figure; neither is future growth in total sales volume.
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Appendix I

Market data (Germany, 2009)**

Total turnover: 173 million Euros (2.4% increase vs. 2008)

Total number of audio books sold (online and in stores): 13.38 million

Market coverage with audio books: 95%

Most important point of sale: Bookshops with audio-book-sections, specialized audio-bookshops where

specialized advice and audio samples are available.

Share of entire book market (audio book turnover of entire book market turnover): 3.2%

Audio book publishers: approx. 115 (number expected to decline)

Pricing

Trend towards lower prices (increased price sensitivity, particularly among younger consumers: 42% of

purchases of audio books costing more than € 20 are made by customers older than 50 years)

Average audio book price: € 13

Average retained earnings of audio book producers: 10% of retail-turnover

60

50

40

30

20

10

Audio-Book Sales in Germany

e No. of audio-books sold

per year (millions)

== Average price per audio-

book (Euros)

== Buyers (millions)

\_\ Avg.expenditures per

/ customer and year

2001 2002 2003 2004 2005 2006 2007

Source: GfK Consumer Panel: Der Markt fir Horblicher und Hérbuchdownloads, 2008

% Source: Hansla, I. (2010). "Durchatmen und zuhéren — der Horbuchmarkt in Deutschland." Goethe-

Institut e. V., Online-Redaktion.
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2001 2002 2003 2004 2005 2006 2007
No. of titles sold per year 4.1 4.6 5.3 6.1 9.7 11.3 12.3
(millions)
Turnover (million Euros) 72 78.3 76.8 88.8 128.8 159.3 167.8
Average price per title (Euros) 17.56 17.02 1449 1456 13.27 14.15 13.59
Buyers (millions) 1.64 1.55 2.02 2.7 3.94 3.56 3.67
Market penetration (%) 2.6 2.5 3.2 4.2 6.2 5.6 5.7
Avg. number of titles bought per 2.5 2.9 2.6 2.2 2.4 3.2 34
customer and year
Avg.expenditures per customer 44 51 38 33 33 45 46

and year

Source: GfK Consumer Panel: Der Markt fir Horblicher und Hérbuchdownloads, 2008

German Audio-Book Market

180
160 //
140 //,
120 ‘//
100 /

80 1 — =—turnover in € mio.

60

40

20

0 T T T T T T 1
2001 2002 2003 2004 2005 2006 2007
Source: lbid.
Audio-Book Downloads in Germany
8
7 /
6 —
5 l/’,
4 / = quantity in mio.
3 / e turnover in € mio.
2
1
0
2005 2006 2007
Source: lbid.

Additional Sources

Survey among audio-book publishers: Hoérbuch; Report zur

Branchenumfrage unter Horbuchverlagen;

Arbeitskreis Hérbuchverlage, Borsenverein des deutschen Buchhandels; October 2006.
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Appendix 11

Consumer characteristics and numbers (Germany, 2009)*°

20009: 4 million customers
2015 (projected): 10 million customers
(due to increasing downloads and synergies with mobile applications)
Largest consumer group:
e above average income,
o well educated with cultural and literary interests,
e 25-45 years of age,

e almost uniform distribution between men and women.

customers listen to audiobooks
while

driving

travelling by train

at home

doing housework
before going to sleep
doing sport

0% 10% 20% 30% 40% 50% 60%

audiobooks by category (2009)

fiction

children & youth lit.
guidebooks

educational content
non-fiction

humanities, arts, music

travel & tourism

social sciences, law, economics

nat. science, medicine, IT
T
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Downloading Customers
Revenues with downloaded audio books were estimated at 7.3 million in 200716, which is in the range of 5

% of the entire audio book market, although numbers are increasing.
According to a survey among audible customers®’, preferences of downloading customers differ from those

of physical store-shoppers:

customers downloading audio books customers buying physical media (CDs)

Preference for unabridged versions and (longer) audio- Limited storage capacity of CDs leads to larger share of
book series abridged versions

Larger share of men (65% men, 35% women) almost equal share of men/women

average age: 39
spending a lot of time on the road on business

50% of audible customers found audio books via their portable player, i.e. having such a device made them
come across audio book offerings; they were not a priori looking for audio books.

Audible is the largest provider of downloadable audio books and affiliated with Amazon.

Additional Sources for Customer Data

Customer survey on audio-book downloads: ,Das Horbuch geht online...; Verbraucherumfrage zum
Horbuch-Download; Arbeitskreis Hérbuchverlage, Borsenverein des Deutschen Buchhandels; January 2005

¢ Source: http://www.boersenverein.de/de/portal/Hoerbuch/158293, press release, Borsenverein des
deutschen Buchhandels

Y Source: www.buchreport.de, press release: Rezession befliigelt den Hérbuch-Download-Markt, Berlin,
March 11, 2009.
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Transportation in Germany
According to census data of 2004, 30 million commuters were registered in Germany alone; among these,

approx. 360,000 persons were weekend commuters (excluding students and self employed) and 1.5 million
commuters traveled more than 50km from their home to the workplace. The preferred means of
transportation was the car, used by two thirds of the commuters™.

In total numbers, more than 46 million passenger cars were registered in Germany alone in 2006, i.e. more
than 550 cars per 1000 people. Motorized individual traffic accounts for the overwhelming majority of

individual transport, as evident in official statistical data (numbers are persons transported):

| Personal Transportation in Germany"’

Means of transportation unit 2006 2007 2008 2009 2010

Line traffic (bus, tram) Mill. 8762 8827 8829 8923 8893
Non-scheduled services (bus) Mill. 87 86 83 83 n.a.
Railway Mill. 2229 2227 2337 2323 2370
Air traffic Mill. 154 164 166 159 167

Motorized individual traffic Mill. 56391 55764 56120 57128 n.a.

'8 Data is taken from secondary internet sources and has not been verified with original census data.

¥ source (adapted and translated): Statstisches Bundesamt Deutschland (German Federal Statistical
Office):
http://www.destatis.de/jetspeed/portal/cms/Sites/destatis/Internet/DE/Content/Statistiken/Verkehr/Pers
onenbefoerderung/Tabellen/Content75/BefoerdertePersonen,templateld=renderPrint.psml
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Appendix 111

Questionnaire on Audio-Books

The questionnaire on the following page is in German - instead of a translation of the questionnaire, a

summary of the results shall be provided here®:

e The maximum price audio-book customers claim to be willing to pay for an audio-book title is 20
Euros, and for a university level course of 6 hours length between 10 and 20 Euros.

e Among the responding customers, all were interested in economics lectures. Many were interested
in history, philosophy and business administration. Religion and theology, natural science, and
specialized professional content were only interesting for a few. Art, music and literature were
named by none.

e People driving (or commuting by train) longer than 30 minutes to work are more likely to buy audio
books than people driving less than 30 minutes. Audio-book customers driving less than 30 minutes
to/from work will be more likely to consume them at home than in the car.

e Most feedback was received by audio-book customers who drive more than 45 minutes to/from
work.

e Commuters (more frequent buyers of audio-books) prefer to shop online and to download.

e Audio books are purchased most frequently at Audible. Other shops cited were iTunes, Amazon,

and Thalia. No other online shops were named.

2 The number of participants was not representative, and the survey will need to be repeated with a larger
sample size. Nonetheless, the respondents included 3 target customers who provided valuable information,
which has been summarized in this section. The summary includes some (unproven) conjectures made by

the author (based on interviews with friends and colleagues in addition to the survey results).
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Fragebogen Horbiticher

Horen Sie Horblcher?
|:| Nein, ich habe daran kein Interesse. |:| Nein, aber ich habe daran Interesse.

[ ]Ja, selten. [ ]Ja, wochentlich. [ ] Ja, taglich oder mehrmals in der Woche.

Wenn Sie nicht Horblcher horen oder daran kein Interesse haben, warum?

Wenn Sie Horbilcher horen, fahren Sie bitte mit dem Fragebogen fort.

Wann bzw. wo horen Sie Horblicher (mehrfaches Ankreuzen moglich)?
[ ]imAuto [ ]im Zug (6ffentlicher Verkehr) [ ] bei der Hausarbeit

[ ] beim Sport [ ] vor dem Einschlafen

[ ] sonstiges (bitte angeben):

Wie lange fahren Sie von zuhause in die Arbeit?

[ ]ca. 15 min. [ ]ca. 30 min. [ ] ca. 45 min. [ ]ca.1Stunde
[ ]langer als 1 Stunde

Welche Art Horblicher horen Sie (mehrfaches Ankreuzen moglich)?

[ ] Belletristik [ ] Sachbiicher [ ] Sonstiges:

[ ] Lerninhalte. Wenn ja, welche?

Wo kaufen Sie Horbucher?

[ ] hauptsachlich Online [ ] hauptsichlich in Geschiften

[ ]als Download

[ JalscD

[ ]als mp3-CD

Bitte nennen Sie |hre bevorzugte(n) Bezugsquelle(n):

[ ] Thalia [ ]Amazon [ ]JAudible [ ]iTunes

[ ] Sonstige: s



Bevorzugen Sie:

[ ] kurze Hérbiicher (gekiirzte Versionen — ca. 1, 2 oder max. 3 CDs lang)

[ ] ungekiirzte Hérbiicher (4 bis Giber 10 CDs lang)

[]

Sind Sie bereit, fur langere Horblcher mehr zu bezahlen?

[ ] Ich méchte nicht mehr als Euro zahlen, egal wie lang das Horbuch ist.

[ ] Ich vergleiche auch das Verhiltnis Dauer/Preis. Ich bin bereit, bis zu Euro fur ein
Horbuch zu bezahlen.

[ ] Ein Hérbuch sollte nicht linger als Stunden dauern.

Was ist lhnen bei der Kaufentscheidung besonders wichtig?

Was gefallt Thnen gut/nicht gut an Horbichern?
Gut:

Schlecht:

Waren Sie an Vorlesungen, die als Horbuch adaptiert sind, interessiert
(lebenslanges Lernen)?

[ ] Nein. Warum?

[ ]Ja. Insbesondere im Bereich: [ ] Geschichte [ ] Literatur
[ ] Okonomie [ ] Betriebswirtschaft
[ ] Naturwissenschaften (Physik, Chemie, Biologie)
[ ] Kunst und Musik [ ] Philosophie

[ ] Religion und Theologie

[ ] Sonstige:

Wenn ja, wie viel wiirden Sie flir 12 Vorlesung a 30 Minuten (insgesamt 6
Stunden) bezahlen und welches Medium bevorzugten Sie?

Nicht mehr als Euro. Ich wiirde die Vorlesungen am liebsten [ ] downloaden (mp3),
[ ] auf einer mp3-CD kaufen, [ ] auf 6 normalen Audio-CDs kaufen.
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Appendix IV

Download Portals for German Audio-Books

The following list offers an overview of download portals*'. Portals are listed in the order of relevance to

the venture.

Hoerkiosk.de

Strong focus on educational and nonfiction content

More than 1,000 MP3-titles produced by 22 publishers. First download portal to offer mp3 download and

ordering of the CD (hardcopy).

Auditex.de

Complex, professionally presented expert knowledge — professional life-long learning platform.
Coaching for professional applications (management, technology, psychology...)

Specialized accounts of professional topics (business and technology).

Neither lectures nor audio books in the classical sense.

Audio and video content

Soforthoeren.de

One of the first German download-portals with largest variety of genres.

Est. 10,000 German audio books from more than 400 publishers. Mostly in mp3 format. A pioneer for
downloadable audio-books in the German speaking market, offering a large variety of genres.

More than 100 external shops (spin offs), e.g. "Jokers Audio" (specialized on limited editions (Restauflagen

und Sonderausgaben) or Justhear.de (7,000 English audio books in WMA-format)

Audible.de

iTunes

30,000 titles (10,000 in German, 200 German publishers, 650 English publishers)

Large growth (May 2007: 1 million accumulated downloads; summer 2008: 2 million accumulated
downloads)

Special membership deals (Flexi-Abo (flexible subscription service) in Germany - monthly fee for price
reductions on audio books)

Sound quality issues with proprietary format resolved in 2009

Optimized for Apple’s iPod

30,000 audio book titles, mostly in English

2! Some numbers may no longer be accurate. Even though the list includes all download portals found in an
extensive internet search, it may not be 100% exhaustive.
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Claudio.de
e  Portal for CDs, DVDs, games, magazines and audio books (450,000 titles)
e 8,000 audio books (20 publishers)
e membership deals (easyflex-Abo): monthly subscription service
e  Proprietary software for playback and CD burning is provided, but other software can be used. Claudio
provides other portals, like Weltbild.de, Musicload.de, Pdassi Audio, Buch.de, and others with its

downloadable files.

Pdassi Audio
e  Online since Oct. 2009
e approx. 2,000 audio book titles (to be expanded to 5000 titles via Claudio).

e  Operated by Envi.con KG (Berlin), originally a software provider for mobile software.

Libri.de
e 7,000 titles, 80% *.mp3, 20 % *.wma

e 1,000 partner-bookshops where the audio book titles can also be purchased.

Diadopo.de
e 2,000 titles by 100 publishers
Pausanio.de
e Travel information with focus on culture and art

e 60 Audio-guides with 1,200 tracks and more than 2,200 photos for more than 600 sights

e Content can be added and influenced by customers.

Rezzi.de
e Erotic audio book downloads (150 titles)

Hoerbie.de
e first audio book download portal for children and youths.
e 2,000 MP3-titles (100 publishers)

e Download area for children’s software with Download-Manager for pocket-money cost control.

Hoerstern.de
e  Audio-book download portal for children and youths
e founded by 5 publishers
e 1,200 mp3 titles by founding publishers and other large publishers
e Quality assurance by certifying hosted publishers

e  Functions: audio-book finder, wish-list, kids club, pocket money control function.
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Toni.de
®  Market leader for children’s and youth audio books
® 2,000 audio books by 70 publishers

® 75% in MP3-format, 25 % with copy protection

Hoerbuch.cc (700 titles, many Austrian, re-launch in preparation).

Fetischaudio.de (160 erotic titles)

Alphamusic.de (7,000 titles)

Hoerspiel24.de (700 audio plays)

Thelisteningzone.com (70 German titles and audio books in foreign languages)

Vorleser.net
e  Worldwide largest portal for free mp3-audio books
e 600 classics (tales, fairy tales, poetry)

e Recorded with professional speakers

LibriVox.org

e LibriVox offers free audio-books
e LibriVox volunteers record chapters of books in the public domain and release the audio files back onto the

net. Their declared goal is to make all public domain books available as free audio-books.


http://www.toni.de/
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Appendix V

Publishers (Competitor List)

The following list of publishers includes only publishers of university lectures, non-fiction and educational (life-long learning) content, i.e. current competitors. The

competitor’'s marketing strategies are outlined in the second set of tables.

Product

series
Company

Description

Media
webpage

Range of
topics

Size/length

Price

Download
price

Uni Auditorium; Einfach Wissen; Bild
der Wissenschaft; Allgemeinbildung;
Verlag KOMPLETT-MEDIA GmbH
University lectures (prepared and
read by professors) and audio books
(read by professional speakers)

Audio and video
www.komplett-media.de

History, philosophy, physics,
psychology, philology, theology,
political science and sociology;

approx. 30 productions until 2011
(larger offering (100+) of DVD titles)
Mostly single CDs, some thematic
series up to 6 CDs, general
introductions (physics: mostly
popular science) and narrow topics.

€ 12.90 per CD

Audio book series (e.g.
Allgemeinbildung or  Bild der
Wissenschaft) cost between € 30 (4
CDs) and € 70 (8-16 CDs)

€9.90 (75 min.)

iTunes U

iTunes Store
University
(spoken freely)

lectures

Audio and video
iTunes Store
Spanning all disciplines

Varies, single lectures,
presentations and
entire lecture series

Mostly free of charge

Content produced by
universities is
generally free

Allgemeinbildung; Reise durch die
Weltgeschichte; Biographien

CD Wissen by Audio Media Verlag
Audio books read by professional
speakers

Audio
www.audio-media-verlag.de
Mainly history: biographies,
historical eras; overviews and

introductions mainly history, little on
other disciplines); approx. 300 titles
(CDs)

Mostly 1 CD (75 min.)

Some series up to 11
(Allgemeinbildung)

CDs

<€ 10.00 per CD
Long series approx. € 39.90

If available typically 25% below CD
price

P.M. History &

P.M. Wissen zum Horen

P.M. Magazin

Popular science, edutainment; read
by professional speakers

Audio and video
shop.pm-magazin.de

Limited offering on history topics:
beginning 2011: less than 10 series
published/available

Single CD (approx. 75 min.)

Series collection (between 2CDs at
150min. and 5 CDs at approx. 375
min.)

1CD: €9.99

2 or 3 CDs: € 24.95

Package price (5CDs): € 29.90

€7.99 (75 min.)
€19.90 (150 min.)
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Product
series

Company

Description

Media
webpage

Range of
topics

Size/length

Price

Download
price

Dresdner Reden; own
recordings from specialized seminars
Auditex Verlag GmbH

Complex, professionally presented expert
knowledge — professional life-long learning
platform offering coaching for professional
applications (management, technology,
psychology...) and speeches on professional
topics (business and technology).

Audio and video

www.auditex.de

Management, marketing, law, psychology,
engineering  (construction and fire
protection), information technology,
sociology, art history, literature, language
courses, guidebooks...

Mostly 40-75 min. per title, some titles are
longer (up to 330min.)

Only mp3-download

productions;

Ranging from 4ct/min. (literary works) up to
18ct/min. (professional topics).

Approx. mean price: 16ct/min.

e.g. 55€/330min.; 40€/250min.; 8€/62min.;
59€/318min.

Diverse range of books, no audio book
series.

Campus Verlag GmbH

Traditional publishing house of science,
business and non-fiction literature. Audio-
book productions are book-titles adapted
for the audio-book format.

Books and audio-books

www.campus.de

Guidebooks on business topics (leadership,
negotiation, management, personal career-
development...), lifestyle and other topics.

Mostly 1-2CDs

Prices range from 13-25ct/min.

Mean value approx. 16ct/min.

e.g.: 39.95/2CDs; 19.90/2CDs; 16.95/1CD
Same prices as CDs.

e.g. 39.95€/260min.

Autodidakt - Business Plan
Master Thesis | Ottokar Biffl

Audissimo; other audio book series and single
publications.

Gabal Verlag GmbH

Traditional publishing house of business related and
other guidebooks. Audio-book productions are
mostly book-titles adapted for the audio-book
format. The audissimo series offers business (e.g.
management) insights in 30 minutes.

Books and audio-books

www.gabal-verlag.de

Guidebooks on business topics (leadership,
negotiation, management, personal career-
development, presentation techniques, personality
training...).

Mostly 1 CD, some longer series (up to 12 CDs)

Audissimo series sells at 28ct/min. (16.90€/60min.);
Other productions sell at approx. 17ct/min. (e.g.
26€/2CDs)

Audissimo series: 22.5ct/min. (13.5 €/1CD of 60min.)
Other productions: 13.4ct/min. (20.7€/154min.)
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Company and
product series

Description

audio and
content quality

portfolio size
(number of
titles)

Product
strategies

Pricing
strategies

Distribution
strategies

Promotion

strategies

Strengths

Weaknesses

Uni Auditorium (Komplett Media)

Uni Auditorium:

University lectures (prepared and read
by university professors)
Other product series:
educational audio books
professional speakers)
Speaker quality varies. Some lectures are
read rather than spoken freely and are
hard to follow.

approx. 30 productions until 2011 (larger
offering (100+) of DVD titles)

(read by

Uni Auditorium:

mostly single lectures of about 1 hour;
Target group: educated audience with
prior knowledge and interest in
specialized lectures.

Overarching themes for the lectures, e.g.
Ancient Greece, Middle Ages etc.

Other program series:

Thematic series of longer duration.

€ 12.90 per CD

Downloads: 13ct/min.

Komplett media offers its DVDs, CDs and
downloads on its website, a variety of
internet and download portals and large
bookshops like Thalia.

no promotion strategies visible; free
samples

Long experience in producing
educational material (video and audio).
Established contacts to well known
lecturers. Wide reach and visibility in
most sales channels.

no comprehensive, in depth
introductions to complex subject matter;
Quality issues with certain lecturers -
unsuitable for in-car listening.

Autodidakt - Business Plan
Master Thesis | Ottokar Biffl

iTunes U

iTunes U is a platform for universities and
educational institutions, provided by Apple
free of charge.

Varies. German content and audio quality
inferior to audio-book or US university
standards

Very large and growing internationally. Most
German speaking universities are present,
but with limited portfolios. Open university
concept not yet fully embraced.

Depending on the university/institution.
Ranging from single lectures to entire
courses.

free publications

Distribution via iTunes; expansion together

with growth of iTunes customer base;
worldwide reach
No promotion strategies besides being

present on the iTunes shop and thus visible
to all iTunes users worldwide.
Free access and great variety,

No unified strategies.

Content quality depends on the respective
university’s program management.

German content limited, of lesser quality and
often unsuitable for commuter target market.
Difficult to search successfully for German
content.
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Company or
product series

Description

audio and
content
quality

portfolio size
(number of
titles)

Product
strategies

Pricing
strategies

Distribution
strategies

Promotion

strategies

Strengths

Weaknesses

CD Wissen (Audio Media Verlag)

Audio Media Verlag publishes audio-books
read by professional speakers.

Good;

approx. 300 titles (CDs)

Audio-books read by professional speakers.
Focus on history: overviews and
introductions to historical eras; many
biographies.

Typical length: 1 CD (75 min.)

Some productions are longer (up to 11
CDs)

Less than € 10.00 per CD

Long series approx. € 39.90

Downloads: approx. 12-13ct/min.

Bookshops in Germany, Austria,
Switzerland; internet shops and download
portals;

Since 2007: together with partner

publishing houses audio books are being
sold at 600+ gas stations in Germany (retail
partner: MairDumont GmbH & Co. KG)
Visible at gas stations and Autobahn
restaurants

Strong partnerships with other publishing
houses; high visibility and innovative
marketing approaches (gas stations)

visual

CD artwork and

outdated.

appearance

Autodidakt - Business Plan
Master Thesis | Ottokar Biffl

P.M. History & P.M. Wissen zum Horen
(P.M. Magazin)

Originally a magazine for popular science,
P.M. produces educational, entertaining
audio-books read by professional speakers.
Good. Content interesting, but relatively
shallow, intended for a wide (non
academic) audience.

Limited offering on history topics: less than
10 series published/available by 2011.

Single CD productions (approx. 75 min.)
Thematic collections (between 2CDs at
150min. and 5 CDs at approx. 375 min.)

€ 9.99 per CD
Downloads: 11ct/min. (€7.99/75min.)

Bookshops in Germany, Austria,
Switzerland; internet shops and download
portals;

no promotion strategies visible; free
samples
Customer base from P.M. magazine,

partnerships from magazine publishing
activities (script-material for audio-book
productions).

No university level material; may be
classified as edutainment. CDs offer a
collection of facts rather than insightful
and comprehensive introductions to the
historic eras or topics.
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Company or
product
series

Description

audio and
content
quality

portfolio size
(number of
titles)

Product
strategies

Pricing

strategies

Distribution
strategies

Promotion
strategies

Strengths

Weaknesses

Auditex

Complex, professionally presented
expert knowledge — professional
life-long learning platform offering
coaching for professional
applications (management,
technology, psychology...) and
speeches on professional topics
(business and technology).

Good.

Approx. 70 titles

Most titles are shorter than 75
minutes, some longer series (max.
Shrs).

Specialized on professional
guidance and advice (business
administration topics) and
specialized knowledge (e.g. fire
protection law and best practice in
construction).

Approx. 16-18ct/min. (professional
topics).

No CDs, only mp3 downloads
available for download on the
company’s website. (limited reach)

None visible.

Provides specific, in  depth
knowledge, useful and applicable
in the customer’s professional
environment. High quality
content. Experience with lectures.

Content is very specific and not
suitable for wide audiences; low
profile due to limited distribution
and focus on the company’s
website.

Campus Verlag GmbH

Traditional publishing
house of science,
business and non-fiction
literature. Audio-book
productions are book-
titles adapted for the
audio-book format.

Good.

Approx. 80 titles (non-
fiction: 16; business: 14;
guidebooks: 58)

Most titles consist of 1-
2CDs.
Titles are guidebooks on

business topics
(leadership, negotiation,
management,  personal

career-development...),
lifestyle and other topics.

Prices range from 13-
25ct/min.
Mean  value approx.
16ct/min.

e.g.: 16.95/1CD
Bookshops in Germany,
Austria, Switzerland;
internet shops and
download portals;

no promotion strategies
visible

Large reservoir of science,
business, and other non-
fiction content material,
which can easily be
converted into audio
books.

No experience  with
lectures; focus on
publishing books, e-books
and audio-books

Autodidakt - Business Plan
Master Thesis | Ottokar Biffl

Audissimo (Gabal Verlag)

Traditional publishing house of

business related and other
guidebooks.
Audio-book productions are

mostly book titles adapted for
the audio-book format. The
audissimo series offers business
(e.g. management) insights “in
30 minutes”.

Good.

Approx. 70 titles

Mostly 1 CD, some longer series
(up to 12 CDs).

Guidebooks on business topics
(leadership, negotiation,
management, personal career-
development, presentation
techniques, personality
training...).

Audissimo  series  sells at
28ct/min. (16.90€/60min.);
Other productions sell at approx.
17ct/min. (e.g. 26€/2CDs)

Bookshops in Germany, Austria,
Switzerland; internet shops and
download portals;

no promotion strategies visible

Own audio-book series.
Experience with guidebooks.

No experience with lectures;
focus on publishing books, e-
books and audio-books
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Appendix VI

Radio Stations

The following is a list of German radio stations providing educational and cultural content.

Germany
Hessescher Rundfunk

HR-2 Kultur (cultural and educational content)

http://www.hr-online.de/website/radio/hr2/index.jsp

HR-Info (mainly news reels with additional background research)

http://www.hr-online.de/website/radio/hr-info/index.jsp

Bayerischer Rundfunk
Bayern 2 (cultural and educational content)

http://www.br-online.de/bayern2/radiowissen/index.xml

Westdeutscher Rundfunk
Knowledge platform (educational content)

http://www.wdr.de/wissen/wdr wissen/programmtipps/index.php5

Sidwestrundfunk
Knowledge platform (educational content)

http://www.swr.de/swr2/wissen/index.html

Austria
Osterreichischer Rundfunk (ORF)

OE1 (cultural and educational content)

http://oel.orf.at

http://oel.orf.at/campus

Online Radio Stations

www.hoerbuchfm.de

Audio-book radio station; offers mainly entertainment and works of fiction - only 2 hrs/week of educational

content.
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Appendix V11

List of Aggregators

Aggregators are service providers for producers of media content and function as intermediaries between
publishers and download portals. They facilitate the distribution to many different download portals,
increase a record’s reach, and reduce the organizational hurdles single publishers would face when dealing
with all download portals separately. Aggregators generally also offer specialized marketing services.

Music aggregators with references in the audio book business, and thus most relevant for Autodidakt, are:

www.zebralution.com

www.ordis.net

Potential further aggregators in the German speaking world are:

http://solutions.finetunes.net

www.feiyr.com

www.kontornewmedia.com

www.believedigital.com

www.reverbnation.com
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Appendix V111

Financial Plan Assumptions

Sales per Channel and Associated Costs

Year 2012

MP3-CD sales costs

retail channel: Internet (Amazon)

Assumptions

Product price

net sales price
number of products
number of copies sold
COGS

lect. production costs
royalty fee

royalty fee total

CD & booklet printing

Retail channel costs

fixed costs
Variable costs

Sales Revenue
-COGS

contribution margin

Fee structure (Amazon)

monthly fee
seller's fee (CD)
shipping fee

stockkeeping and handling

handling fee
warehouse space

€ 49,90
€ 39,92
3

500

€ 8.500,00
10%

€ 1.996,00
€ 2,00
€ 1.000,00
€ 86,49
€ 4.993,10
€ 8.075,59
€ 19.960,00
€ 8.075,59
€ 11.884,41
€ 23,77
€ 44,85
17,25%

€ 2,20
€ 0,90
€ 13,88

(incl. 20%VAT)
excl. VAT
(lecture series)

per lecture series
of net sales price
per copies sold
per CD

per copies sold

per month

excl. lecture prod. costs

per copy

of sales price
per copy

per copy
per m3

The number of products (courses, lecture series), increases over the years 2012-2015:

2012 3 lecture series in total
2013 8 lecture series in total
2014 18 lecture series in total
2015 28 lecture series in total



Download sales costs

retail channel: Internet (Audible)

Assumptions
Product price

net sales price (no subscr.)

net sales price (subscr.)

number of copies sold

sales non subscr./subscr.

COGS

no subscription
subscription
royalty fee
royalties

Sales Revenue
-COGS

contr. margin

Fee structure

seller's fee (Download) no subscription

seller's fee (Download) subscription

£ 44,90
€ 35,92
£ 8,06
400

0,5

€ 3.592,00
€ 805,95
10%

1165,15

€ 5.563,10
€ 8.795,90
€ 5.563,10
€ 3.232,80
£ 8,08
50%

50%

(incl. 20%VAT)
excl. VAT

of net wholesale price

of sales price
of sales price

The contribution margin per CD sold on Audible is very different for copies downloaded via Audible’s
subscription service, or as standard download. The ratio of non subscription/subscription sales has been
used as a parameter to account for the popularity of either subscription or non subscription downloads. For
the financial statements, an equal distribution has been assumed: 50% subscription downloads, 50%

standard downloads.

Download sales costs

retail channel: Internet (own website download)

Assumptions

Product price

net sales price
number of copies sold

COGS
fixed costs
Variable costs

Sales Revenue
-COGS

€ 44,90
€ 35,92

100
€ 20,00
€ 30,00
€ 50,00
€ 3.592,00
-€ 50,00

€ 3.542,00

(incl. 20%VAT)
excl. VAT
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Cost structure
webhosting
online payment
online payment
website setup
web site services

20,00 per month

0,30 per transaction (average value)
1.090,00 1 time setup costs (credit cards and paypal)
5.000,00 1 time setup costs

300,00 per month

Years 2013-2015
The assumptions for the years 2013-2015 are as stated above for 2012.

Sales per channel have been assumed as detailed below, with the resulting cost of goods sold as listed:

MP3-CD sales Download sales Download sales Total sales
retail channel: retail channel: retail channel: Internet
Internet Internet (Audible) (own website
(Amazon) download)
2012 500 400 100 1,000
2013 2,500 2,200 300 5,000
2014 4,300 5,000 700 10,000
2015 9,000 9,000 2,000 20,000
cost of goods sold Total COGS

2012 8,076 5,563 50 13,689
2013 40,101 30,597 110 70,808
2014 42,941 69,539 230 112,710
2015 144,237 125,170 620 270,027
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Sales Assumptions for Financial Statements 2012-2015

Sales Assumptions 2012

Base case scenario 1000 copies sold per year share per channel: see COGS 2012 (appendix VIII)
avg. sales per month 83  total sales revenue peryear € 32.350 total COGS € 13.689

January February March April May June July August September October November December
est. sales per month 0 0 0 0 0 0 0 80 130 170

Sales Assumptions 2013

Base case scenario 5.000 copies sold per year share per channel: see COGS 2013 (appendix VIII)
avg. sales per month 417 total sales revenue peryear € 158.953 total COGS € 70.808

January February March April May June July August September October
est. sales per month 300 350 420 420 420 420 420 420 420 420

Sales Assumptions 2014

Base case scenario 10.000 copies sold per year share per channel: see COGS 2014 (appendix VIII)
avg. sales per month 833 total sales revenue peryear €  306.749 total COGS € 138.770

January February March April May June July August  September  October
est. sales per month 833 833 833 833 833 833 833 833 833 833

Sales Assumptions 2015

Base case scenario 20.000 copies sold per year share per channel: see COGS 2015 (appendix VIII)
avg. sales per month 1.667 total salesrevenue peryear €  629.028 total COGS € 270.027

January February March April May June July August  September  October
est. sales per month 1.667 1.667 1.667 1.667 1.667 1.667 1.667 1.667 1.667 1.667

Total
1.000

Total
5.000

Total
10.000

Total
20.000
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