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Bonnier: Digitalizing the Media Business

Founded in 1804, Bonnier was the oldest publishing house in Scandinavia. In 2012, it remained
fully owned by the Bonnier family, and a family member held the position of CEO. Known for its
high-quality publishing, Bonnier had discovered and honed several Swedish Nobel Prize winners,
such as Tomas Transtromer, August Strindberg, and Par Lagerqvist. In 2012, Bonnier described itself
as a “multi-channel media company” whose publications included Sweden’s largest morning
newspaper, Dagens Nyheter (DN); the second-largest evening paper (Expressen); the largest daily
business paper (Dagens Industri); one of the largest TV channels (TV4); and the predominant movie
theater chain (SF). In 2005, Bonnier embarked on a series of acquisitions in the Nordic countries,
Europe, and the U.S. By 2012, the firm comprised 175 firms operating in 16 countries, with its
headquarters located in Stockholm, Sweden.'

The establishment of an independent R&D department was among the first major initiatives
launched by the new CEO, Jonas Bonnier, when he was appointed in 2008. Bonnier hired a media
consultant, Sara Ohrvall, to run the department. After extensive consulting for Bonnier in the past
and serving on the boards of TV4 and Dagens Industri, she was no stranger to the firm. Ohrvall and
the R&D team were to report directly to the CEO, a controversial arrangement for Bonnier, which
had been organized as a traditional media company.

From the autumn of 2009 through the spring of 2011, the R&D team had focused on designing a
digital magazine of the future. During this period, Ohrvall moved to Silicon Valley to acquaint herself
with media firms and digital entrepreneurs. Overall, the R&D team was globally distributed and
included Bonnier employees in the U.S., members from the Swedish R&D team, external consultants,
and digital entrepreneurs. The first output of the project was a rough prototype of a software
platform, called Mag+, to publish and distribute digital magazines using tablets. To illustrate the
prototype, the R&D team produced a video, which it uploaded on Vimeo on December 16, 2009.” The
clip received over 200,000 views the first week. News about Mag+ was soon on the front pages of
Wired, Engadget, and Gizmodo. Ohrvall received messages from reporters at the Financial Times and
New York Times who were interested in learning more about the prototype. In January 2010, Ohrvall
attended the historic Apple event where Steve Jobs introduced the iPad. She immediately called up
her team and told members to download the software development kit (SDK) for the iPad. From then
on, the team focused fully on implementing the prototype on the iPad using a Bonnier magazine,
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Popular Science, as a test. Along with Time, Popular Science became one of the first magazines available
on the iPad in a new format (as an app) and purchased through an app store. On April 8, 2010, Jobs
referred to Popular Science+ as “the king of the hill,” giving Mag+ unprecedented media attention.
Shortly afterward, Mag+ was spun off into a separate company.

Ohrvall returned to Stockholm in the spring of 2011. She felt proud of her accomplishments as
R&D manager over the past three years, but she was not content. The time spent in San Francisco and
the launch of Mag+ had been a success. Bonnier as a company and Ohrvall herself were now viewed
as innovation leaders on the international media scene. The future, however, was filled with new
questions. Surely, Mag+ had been a huge accomplishment, but in which direction should Bonnier
take the product? The design process had been an intense experience focusing on the format and
functionality of a digital magazine. Essentially, the digital format fundamentally challenged the very
definition of a magazine. Should the future reading experience be better integrated with social media
such as Twitter and Facebook? Did readers want to discuss via social media the articles they were
reading? How much content and what kind of content should be included in a single issue? What is
an issue? Further, business questions about the whole environment (“ecology”) and its underlying
business model remained challenging: Should the sales model for the magazine be issue-based or
subscription-based? Could individual articles be sold? What was the role of advertising? How much
should the software cost? Who should be paying for it?

A Changing Media Landscape

During the last three decades, digitalization had had a pervasive and transformative effect on
most industries. The music and imaging industries were cases in point, given the bankruptcies of
once-iconic companies, such as Tower Records and Kodak. The printed media industry was no
different. The rise of the Internet in the late 1990s had not had an immediate effect on printed media.
Most publishers just set up their web pages with contact information and reproductions of the
content from the printed magazine or newspaper. Recently, however, newspapers had extended their
online presence significantly by adding interactive, multimedia, and social media features.

Around 2003-2004, the volume and scope of blogs worldwide started taking off, and the term
“Web 2.0” was coined. One consequence of Web 2.0 functionality was a drift toward users as content
creators. By 2006, MySpace had quickly grown to host over 100 million users, Facebook was growing
fast, and Twitter was launched. The emergence of the new social media triggered a rapid growth in
the number of independent websites, blogs, Twitter feeds, and Facebook groups. These new arenas
overlapped increasingly with the traditional distribution channels occupied by the mainstream
media.” Although traditional publishers were initially critical of blogging, they eventually began to
incorporate blog portals and Facebook and Twitter accounts as new distribution channels. This
enabled readers to interact in rich ways with published material by commenting on articles.

Blogs and Web 2.0 also offered new forms of crowdsourcing content and increased the pace at
which information spread. As a growing number of readers turned to online sources, sales of printed
newspapers and magazines started to drop and the traditional business model of printed publishing
was increasingly challenged. This resulted in a downward spiral in circulation numbers, subscription
income, and advertising revenue. The core business of printed media was indeed under severe attack:
in 2009, several major U.S. newspapers filed for bankruptcy’—an inevitable result of declining
newspaper sales since 2004 and the onslaught of a recession.” In the magazine segment, the number
of paid subscriptions increased steadily between 2001 and 2008.° In 2009 and 2010, however,
subscriptions declined significantly (see Exhibit 1 for the decline in subscriptions from 2001 to 2010),’
which threatened many of Bonnier’s core businesses.
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Between 2000 and 2010, publishers adopted multiple strategies to respond to these challenges.
Magazines launched new social ventures such as wine clubs, weight loss clubs, web shops, or events
such as award ceremonies. New forms of digital presence became salient, while publishers sought a
balance between free crowdsourced content and professional journalism.® Bonnier faced these same
challenges. What was unique in Bonnier’s response, however, was its determined effort to innovate
radically using digital capabilities. This was echoed in the company’s efforts to create a centralized
R&D department—an unusual move by a publishing house —and to engage in several exploratory
high-risk digital projects.

200 Years of Publishing: A Short History of Bonnier

Founded by Gerhard Bonnier in 1804, Bonnier started as a bookstore in Copenhagen. A few years
later, Denmark was hit by an economic depression due to the Napoleonic wars. In response,
Gerhard’s son Adolf was sent to Sweden to explore the possibility of starting a business there. He
moved to Sweden with a couple of boxes of books and built Bonnier into one of the largest publishing
houses in Sweden. In 1909, Karl Otto Bonnier bought a majority of the shares of the biggest Swedish
newspaper, Dagens Nyheter. The expansion continued into magazines in 1929, when it acquired a
major publisher of weekly magazines, Ahlén & Akerlund. Overall, the company played a central role
in the creation of the magazine market in Sweden.

International Expansion

In 1911, Ake Bonnier founded the Bonnier Publishing House in New York, but the international
operations remained modest.” Although it gradually expanded in the Nordic countries and Eastern
Europe, it was not until 2006 that the company established a notable presence in the U.S. Bonnier’s
investments in the U.S. market could be characterized as opportunistic, but they were based on a
careful review of trends in the global media industry. Bonnier acquired a large share of World
Publications Company in 2006, which owned around 20 special-interest action-sports magazines. In
2007, it bought Time4Media from Time Inc., which owned approximately 18 specialized titles in niche
interests, including Popular Science, TransWorld Snowboarding, and Skiing.'’ The firm approached these
investments with a long-term view; they are still controlled by the board and the Bonnier family.

Bonnier R&D and the Mag+ Format

Until 2008, Bonnier had never centrally organized its R&D. Each business unit was responsible for
its innovation. Consequently, projects within divisions either were not coordinated or were
coordinated occasionally through some ad hoc arrangements. As a result, some new products and
services ended up competing with each other. For example, the evening paper Expressen launched a
cooking website a day before TV4 did the same. Pontus Schultz, head of business development at
R&D, noted:

When I had my desk at the head office, every now and then someone would come in and
ask for Bonnier. When that happened, all of the staff would start shifting their gaze, not really
understanding what the person was talking about. It was like, “But what? Do you want to talk
to Expressen, TV4, or . . . ?” It is an extremely decentralized organization that has nearly
developed a touching phobia, horrified by any type of central initiative. There are historical
reasons for that. It is mainly built on the media concentration debate, which the Bonnier-
owned businesses handled by basically not getting involved at all in what any other business
was doing.
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The R&D department floated above the existing business units.!! Ohrvall was placed as the
chairman of a steering group that coordinated major digital projects, and the R&D team had to
present to and get approval from the group for each major digital initiative. The group consisted of
the media managers from each division.

Bonnier’s operations were split into six business units: books; magazines; broadcasting and
evening paper; entertainment; business press; and morning paper. (A breakdown of each business
area and corresponding net sales are shown in Exhibit 2.)

Setting Up an R&D Division

Traditionally, the media industry had been stable and conservative: changes took a long time and
were incremental. In this regard, Jonas Bonnier’s decision to hire Ohrvall and have her build a new
central R&D division was an unusual and bold move. It signaled a desire to break free from
traditional ways of doing business and also to change Bonnier’s innovation culture.

After receiving her MSc in international business, Ohrvall started her career in product
development at Toyota in Japan. She moved to Volvo cars and worked for several years in the
development of new car models while stationed in Singapore, Hong Kong, and Brussels. In 1998,
Ohrvall returned to Sweden, where she was a CEO and partner in a brand strategy firm for four
years. After that she founded an innovation consulting agency that she managed from 2002 to 2007.
One of the customers that she continually consulted for was Bonnier. She also sat on the board of
directors for TV4 in 2006 and for Dagens Industri in 2007.

When Ohrvall received a call from CEO Jonas Bonnier in 2007, she was surprised. For a long time,
she had tried to convince Bonnier’s management to reorganize its R&D for the digital age, but she
had met little positive response. Hence, the call was unexpected, but welcome. Ohrvall recalled:

I was on the board for both TV4 and Dagens Industri before I went over to Bonnier. But still
when Jonas Bonnier called me up . . . it was a bit unexpected, really. Because by then, in some
way, I had been nagging and expressed my views to management about what they were
lacking. How they really should think about coordinating certain things. But I hadn’t really
received any feedback on my suggestions. But then Jonas was appointed as the new CEO in
January 2008. I guess that he felt that when starting off on this position, he wanted to try new
things and ways to innovate the business. However I do believe that it was pretty much the
board’s initiative, because they had been requesting some changes for a long time. I guess
senior management had been resisting this, but then when Jonas was on board, I felt that this
suits me very well, I want to do this.

During hiring negotiations, Ohrvall pushed for her role to be involved mainly in research and
development responsibilities. Bonnier's management finally agreed, and she was hired on January 1,
2008. Bonnier founded an R&D division that same day. The R&D team that Ohrvall assembled was a
mix of internal and external recruitments. In its 2008 annual report, Bonnier’s CEO said: “At Bonnier,
we started the year with the launch of a new research and development unit, led by Sara Ohrvall.
Their task is to identify opportunities to develop and initiate new projects in a fast-changing media
world. The R&D department sits next to the business area CEOs for maximum information sharing at
Bonnier’s new open-plan headquarters, where we moved in April.”

Ohrvall hired four people onto the team; two of them had backgrounds in web agencies, one came
from Bonnier-owned TV4, and one from Bonnier magazines.
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Projects

Early on, the R&D department had to work hard to legitimize itself. The very decision to start a
central R&D department was seen as highly controversial. Division managers questioned R&D’s role
and value. They were worried that the new department would control all their new projects or dictate
what they should do. Ohrvall recalled:

For a lot of companies, it is very safe to employ someone who only works with business
intelligence. It’s a very “nice thing to have.” The business intelligence guy is a person you can
use externally — he can go to lectures, give presentations, and he can be a bit of fun to listen to.
He can attend all the annual meetings —he’s like a little mascot. But as soon as you're going to
work with development, you are dangerous, and you're a worrying person that suggests
changes that will hurt a little. Companies are likely to get stuck in a situation where . . . “it’s
nice to get some good advice,” but that’s it.

Ohrvall wanted the R&D team to be perceived as a unit that questioned ways of doing business
and was annoying, yet in a respectful way: “The most important thing for an R&D department is that
you have the space to challenge the existing business. As soon as you do not have that space, and you
are compromising to the extent that you're getting a bit harmless, then you're not really R&D any
longer. Then you are some kind of business development resource for existing businesses. It has to
hurt a little to work with an R&D department.”

The first product the R&D team delivered was a news commentary and debate site,
www.newsmill.se, in September 2008. The site was run by a few editors, and the public sent in
articles. Hence, the site employed a user-created content model —a form of crowdsourcing. The site
was nominated for the Swedish annual award “The Swedish Grand Journalism Prize,” in the
category “Innovation of the Year,” in 2009.1? The R&D team also launched an online R&D lab in
January 2009.

Going to San Francisco

During the autumn of 2009, the R&D team started to work on a digital magazine. Based on the
general understanding that Bonnier’s magazine business was under threat and its digital delivery
was not satisfactory, the task was to create a digital publishing product that customers would be
willing to pay for. The R&D team initially struggled when it tried to narrow the scope of the project
and visualize concrete products. “I remember when we started the project and we sat and felt like,
this is the dumbest thing we ever did,” recalled Pontus Schultz. He continued:

Someone would come up with an idea that seemed great, but then someone else in the team
would say, “It's called the Internet and that already exists!” I recall that at some point Jonas
[Bonnier] came in, giving a kind of pep talk, saying, “You know what? Imagine this: the best
minds in the industry have spent 15 years in addressing this issue, and they haven’t come up
with anything. You will not know more in February than you know now, so you might as well
start doing something.” Somehow, it was good, because we just rigged the project anyway. We
realized that whatever conclusion we make, it would be wrong. It is quite a pleasant insight in
some way, because first of all you can start to get busy working. Second, you realize that you
have to rig the project in a way so that you can constantly twist and turn the levers. And that
has to be done in some sort of close collaboration with the readers, the advertisers, and the
hardware people. I think that was the great insight.
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As a way forward and to get a sense of the new digital media space, Ohrvall moved to the U.S.
Her goal was to investigate the possibilities of moving the project to Silicon Valley. One motivation
was the significant market potential for digital magazines in the U.S. Since Bonnier had just acquired
around 40 magazines there, it made sense to do something new and significant in this established
market. Ohrvall explained: “And the reason we are sitting in San Francisco was entirely my own
initiative. Choosing among cities in the U.S. was a no-brainer. Close to competition in both talent and
knowledge, and above all—first-hand information and knowledge about the latest available
technologies —which I believe is what media companies are lacking most of all.”

In the autumn of 2009, no one really knew whether there would be a future market for tablets.
Several failed attempts had been made in the previous decade, including Microsoft's Netbook and
Apple’s Newton, and managers were skeptical of the supposed market potential of tablets. The only
small success had been the Kindle reader, which had been released in 2007. But it had only a black-
and-white display and was intended only for distributing books digitally. Ohrvall echoed her
original design idea when she relocated to San Francisco:

It was very specific; we believed that the digital touch screen is coming now. We didn’t
know this for a fact. The talk about Apple releasing a tablet was only rumors, but we were
quite sure that it would happen, and that more firms would follow. We saw it as a tremendous
opportunity to reposition the digital media, and we had decided that we would launch as these
products were released. We were going to take the lead and do something that took the world
by surprise.

Emil Ovemar (user experience director) pushed for establishing some initial overarching design
principles to guide the project. Therefore, the team formulated a set of first principles along with an
initial project plan. It then communicated these to the Swedish, Danish, and U.S. editorial teams.
Ohrvall took charge of this task, with the aim of involving editorial staffs in shaping what a digital
magazine would look like. Each team worked 10 weeks to design a low-fidelity conceptual prototype
that embodied the principal look of a digital magazine of the future. Every two weeks, the teams
presented their work. Ohrvall then handed them new editorial challenges to focus on. The British
design agency Berg, together with the R&D team, synthesized the best ideas from these prototypes
into a more advanced prototype.’® Then, an intense process commenced in which the design team
worked for a month, around the clock, to finish a complete version of a (rough) prototype to present
internally and externally.

The team decided to illustrate the prototype in a video. One reason for this decision was that
video permits the illustration of complex interactions. The team also felt that it should test the waters
with an “underground approach,” just throwing the video out to the public and seeing what the
response would be. This process enabled the team to cut the development time in half, by getting
user feedback. The team uploaded the video on Vimeo on December 16, 2009.14 There was no
marketing budget, and no PR people were hired to distribute the video. In contrast, the team wrote
e-mail invitations to influential media and technology bloggers. Soon after, the video went viral.
The next morning, Ohrvall had a long list of missed calls, and her e-mail was clogged. She was
astonished by the quick, massive response. Ohrvall explained this initial success:

It was clearly good timing, as everyone was speculating about the iPad and wondered what
this thing would look and feel like. Partly it was probably also because magazine publishers
had not been doing very interesting stuff on digital magazines. There was a prototype of Sports
Illustrated out on YouTube before ours, but that one wasn’t that amazing. . . . [I]t was not that
interesting.
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The team used the responses to the video to significantly improve the prototype. The only thing
now missing was the software platform to implement the ideas. In January 2010, Ohrvall attended the
Apple event where Jobs introduced the first iPad. The iPad experience was a real revelation to her,
and it solved the platform problem immediately. Ohrvall called her team and asked them to
download the SDK for the iPad and immediately start working on implementing the prototype.

Creating Digital Magazines: Mag+ and the iPad App

As with other digital readers, navigation on the Mag+ was done by swiping and tapping. Yet, the
underlying system was in many ways different from other similar products. The version of the Mag+
platform discussed here was launched for the mass market in April 2011. (See Exhibit 3 for key
events in the evolution of the platform and Exhibit 4 for navigation instructions.)

During this process, Mag+ deployed three software components: the plug-in’®> for Adobe
InDesign, the production tool,’¢ and the reviewer app for final rendering and evaluation. The first
two could be downloaded for free from www.magplus.com and installed by the user on a PC or
Mac.7 The user could download the reviewer app from the app store and install it on his or her iPad.
The starting point was an existing magazine page in InDesign. This page could be transformed from
the traditional print magazine page format to the dual-orientation format of Mag+ using the Adobe
plug-in. In order for this adaption to run smoothly, templates with the correct dimensions were
included in the plug-in package. The user would name the page she was working on in the plug-in.18
Once a page was done, the user exported it to the Mag+ production tool. This was stand-alone
software that was used to combine the individual pages into an issue and organize them in the right
order using drag-and-drop functionality. The content could also be moved between different issues.
(Exhibit 5 shows the process for designing and publishing a digital magazine using Mag+.)

The reviewer app was used to preview the content in real-time from either the plug-in or the
production tool. As long as the designer or journalist was able to connect her computer and iPad to
the same WiFi network, the app could be used for real-time previews when building the issue. This
could be labeled a testing environment.> When the publisher was finished with an issue of a
publication and wanted to upload it to iTunes, she had to contact the Mag+ team. This could be done
through its website. An account was created, and the publisher could pay via PayPal or major credit
cards. The publisher could then log on to the Mag+ website where she could manage her publications
and issues published so far. The actual app that made up an individual publication was also created
and uploaded automatically via the website. When a reader wanted to purchase a particular
magazine, he searched on the magazine title in the app store. Once found, the reader installed the
magazine app. Within each magazine’s app, the reader could tap and install as well as pay for the
issue of the magazine he wanted to purchase.

Bonnier Digital Magazines on Mag+

Bonnier’s magazine Popular Science was the first to publish in the Mag+ format in April 2010.
When the iPad was released in April 2010, iPad users were able to purchase the first issue of Popular
Science+.20 The big payoff for the R&D team came on April 8, 2010, during an Apple event, when Jobs
called Popular Science+ “the king of the hill” among magazine apps.

The average sales of Popular Science+ for the first four editions (April-July) were 14,989. The
newsstand sales of the printed Popular Science magazine averaged 118,157 during the same period.
Hence, in the first four months, Popular Science+ sales were 12.7% of the printed Popular Science sales.
Jonas Bonnier, satisfied with what the R&D team had delivered, said, “Mag+ helped to push Bonnier
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ahead of most of our competitors in the digital media space, but primarily it should be seen as a first
step to finding a new business model for digital content.”

Mag+ had been a successful project for Bonnier in many ways. Above all, the hype that the video
prototype received online and Jobs’s homage had increased the awareness of the company in the
international media. It also taught the R&D team a lot about how to innovate in the digital media
space. At the same time, a lot of work had to be done to make Mag+ a product that other publishers
would buy and use as a new business.

Mag+ in Maintenance Mode

Bonnier now competed in the digital magazine market in two ways. First, it competed with
suppliers of digital platforms for producing digital magazines, such as Adobe,?? Zinio,”> WoodWing,*
and Quark.? Second, Bonnier’s digital magazines competed with other digital magazines. For Popular
Science+, the iPad edition of Condé Nast-owned Wired was the most obvious and biggest competitor.

Mag+ was owned and managed by a Bonnier-owned company, Moving Media+ AB, which was
founded in January 2011. Staffan Ekholm—an IT veteran who had worked in several Swedish IT
firms —was appointed as CEO of the company. Ekholm had gotten involved with Mag+ when the
first issue of Popular Science+ was released. His mission was to develop a plan to commercialize
Mag+.

While Ekholm examined the back-end production system at the time of the release, he realized
that it was still a beta version. In order for Bonnier to launch Popular Science+ on time, the design
agency Berg had to first build a temporary production system using a web-based content
management system (CMS), typically used to create, manage, store, and deploy content on web
pages.?6 Ekholm originally thought that this idea of managing content seemed appropriate. However,
he quickly realized that this type of system did not fit well with how editorial teams on magazines
work. They were already immersed in Adobe’s InDesign and were used to moving objects freely on
the screen. They would see a CMS-type system as static and too complex. Therefore, Ekholm made a
decision to create a plug-in for InDesign instead.

Moving Media+ then became a full-fledged software company developing digital publishing
platforms. Mag+ had been rolled out to several Bonnier magazines. While Moving Media+ focused
on selling Mag+ to publishers, Bonnier R&D continued to further develop the format. In June 2011, it
had around 15 employees, and aimed to hire another 15 before the end of the year. The company was
divided into three units: product development, sales and marketing, and services and support. The
majority of personnel were located in Stockholm, while a U.S. team worked on development and
services. The long-term vision was that the firm’s website should take care of sales.

The Mag+ revenue model was based on a contract for monthly payments of $500 per issue. The
customer was able choose to host the data itself or pay an additional fee for Mag+ to do this. Mag+
hosted the content on Amazon’s servers, and 250 gigabytes (GB) worth of customer downloads were
included in the monthly fee. In addition, Mag+ charged the customer $0.17 per GB of customer
downloads. Hence, the cost depended on which type of content was included in the issue. To the
$0.17 per GB charge, Mag+ added 10% to the amount Amazon charged. (See Exhibit 6 for financials.)

The possibility for customers to handle their own hosting made Mag+ different from Adobe,
which did not allow its customers to opt out of Adobe’s hosting services. Ekholm described the
additional services being discussed:
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This is the basic package, but we plan on offering other services in the future. This would be
added on top of the basic monthly fee. We will most likely introduce a range of other services
as well. Technical or creative consulting, addressing customer requests such as “help us to
develop the first issue because we have no idea what to do.” There may be such things as
training and education. Then there is also another type of service we can distinguish; it is
technical support, which we in the current situation tend to include, but we will offer some
form of “Mag+ care” service, which is both product consulting and help with anything else, for
that matter.

The Challenges Going Forward

Building a centralized R&D department and developing the Mag+ platform were some of the first
strategic responses Bonnier made to mitigate the decrease in the sales of printed magazines (see
Exhibit 7 for an organization chart and Exhibit 8 for comparisons of print and digital sales). Bonnier
management acknowledged that readers were increasingly turning to digital channels for content.
These moves were Bonnier’s first explorations for a viable business model in the new digital
landscape. However, the future would be filled with new questions and challenges.

The first of issue of Popular Science+ was essentially a translation of an existing magazine into a
digital channel. Indeed, it provided an excellent user experience and a novel way of presenting
editorial content. However, it operated in an isolated environment just like a traditional magazine
and did not incorporate ways to interact with other readers or content producers. Therefore, as
arelatively traditional publishing platform, Mag+ offered both opportunities and challenges for
Bonnier and other stakeholders. First, Mag+ was part of a movement toward digital publishing on
the iPad. The key challenge in this context was to achieve a solid uptake by the readers. How would
Bonnier create such a value proposition? Second, the uptake of Mag+ among publishers involved
striking a balance between the control exercised by Bonnier and the autonomy of publishers. How
would Bonnier create such guarantees? Third, the firms likely to adopt the Mag+ platform could also
expand, as new firms that did not represent traditional magazines started to use the platform. How
would Bonnier expand to such markets, and how could it shape its value proposition to such
markets? Moreover, these were conflicting challenges that created a need for Bonnier to balance its
strategic value proposition and related service designs.

The goal set by CEO Bonnier — to create a digital product that customers would pay for —had been
reached. However, he had also been very clear that the next mission for Bonnier R&D was to find
totally new types of digital business. The Mag+ project and resulting product were the first step, but
the team would have to create more digital revenue streams in order to compensate for the declining
sales in printed media. When innovating on new products, simply putting the word digital in front of
TVs, newspapers, or books was not enough. This was just digitizing the “cow paths.” The company
had to explore new species of products and services and be able to deliver them fast and in high quality.

The world was becoming fully digitized. Totally new and unforeseen services were being
launched on digital platforms. At the same time, consumers spent more time using these services,
while traditional media were declining. The world of passive consumers was turning into a new
world of connected “pro-sumers” where users actively tailored content and created their own
content. The media companies needed to ask themselves how much longer the TV or magazine
format would remain dominant in delivering content. Were these really the right product categories?
What would a “totally new type of business” be? For the R&D team, answering these questions
would be difficult. They could address them only by innovating early, fast, and aggressively. It was
time to move on to the next project.
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Exhibit1 Decline in Magazine Subscriptions

Year Subscriptions
2001 305,259,583
2002 305,438,345
2003 301,800,237
2004 311,818,667
2005 313,992,423
2006 321,644,445
2007 322,359,612
2008 324,818,012
2009 310,433,396
2010 292,237,864

Source: Excerpted from MPA —The Association of Magazine Media, “ Annual
Combined Paid and Verified Average Circulation per Issue of All ABC

Magazines, 1970-2010,” http:/ /www.magazine.org/insights-resources/
research-publications/ trends-data/ magazine-industry-facts-data/2011-

1970-annual, accessed October 2012.

Bonnier: Digitalizing the Media Business

Exhibit 2 Bonnier Business Areas and Corresponding Net Sales Figures

Division Net Sales, 2009
Books $877, 617,484
Magazines $741,724,106

Broadcasting and evening paper

$1,245,667,499

Entertainment $549,720,758
Business press $244,058,751
Morning paper $418,012,739

Source: Company.

Note:  Figures converted from Swedish krona at 1 USD = 7.6457 SEK, the average rate for 2009.
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Exhibit4 Navigationin Mag+

POPULAR
CIENCE=

INSTRUCTIONS

Most staries are contructed in twa layers, one on top of the other.

S h Y

Swipe left or right Swipe up or down Tap the screen to Double-tap the screen
to BROWSE through to READ an article. ACCESS the menu to TOGGLE the top
the magazine (see navigation layer on and off,

section below)

Jump to the beginning
of an article by tapping
the top of the screen

Tap this corner to
bookmark an article.

Tap this corner to
access the contents

These show you where
you are within an issue.

These show you where
you are within an article.

12
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Exhibit 4 (continued)

NAVIGATION

A SINGLE TAP will call up the menu and navigation system; tap again to remove it.

January 2012

Jump to anywhere in
the issue from here.

Source: Company.
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Exhibit5 Mag+ Design and Publishing Process

*Creat

* Produce issue

Source: Company.
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Exhibit 6 Financial Statements (millions of Swedish krona)

Group Overview

813-073

Earnings

2010 2009
Net sales 30,578 30,867
EBITA 2,111 1,185
Operating profit* 1,522 212
Net financial items -522 -440
Profit/loss after net financial items* 1,000 -228
Profit/loss for the year 711 -381
*Of which, items affecting compatibility
(see Note 9)2 80 -281
Business Areas
Net sales by business area

2010 2009 Change %
Bonnier books 6,265 6,710 -6.6
Bonnier magazines 5,658 5,671 -0.2
Bonnier broadcasting and
evening paper 9,978 9,524 4.8
Bonnier entertainment 3,828 4,203 -8.9
Bonnier business press 1,758 1,866 -5.8
Bonnier morning paper 3,405 3,196 6.5
Other -314 -303
Total 30,578 30,867 -0.9
EBITA by business area
2010 2009 Change %

Bonnier books 720 710 1.4
Bonnier magazines 155 -13
Bonnier broadcasting and 1,260 991 27.1
evening paper
Bonnier entertainment 280 255 9.8
Bonnier business press 210 62 238.7
Bonnier morning paper 39 -375
Other -553 -445
Total 2,111 185 78.1

@ The text of note 9 can be found in Bonnier’s 2010 annual report, http:/ /www.bonnier.com/Documents/Bonnier_

Annual_Report_2010.pdf.
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Exhibit 6 (continued)

Geographical Distribution

Net sales by geographical market

Bonnier: Digitalizing the Media Business

2010 2009 Change%
Sweden 16,749 15,761 6.3
Finland 3,587 3,937 -8.9
Norway 2,885 2,982 -3.3
Denmark 2,174 2,434 -10.7
United States 2,141 2,158 0.8
Germany 1,765 2,128 171
Other markets 1,277 1,467 -13.0
Total 30,578 30,867 -0.9

Investments and Net Debt

Change in net debt, condensed

2010 2009
Funds generated internally 4,918 3,798
Change in working capital -39 170
4,879 3,968
Net investments in operations -4,383 -3806
Free cash flow 496 162
Net acquisitions and divestments
of operations, shareholdings, and
participations 907 310
Cash flow after acquisitions and 1,403 472
divestments
Group contributions dividends, etc. -326 -338
Translations difference 213 59
Change in net debt 1,290 193

16
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Exhibit 6 (continued)

Capital Structure

Operating capital

813-073

December 31, 2010

December 31, 2009

Tangible and intangible fixed

assets, excl. goodwill 5,420 4,957
Working capital 65 -500
Other financial assets 233 193
Goodwill 9,066 10,982
Operating capital 14,784 15,632
Net debt 7,207 8,497
Shareholders’ equity and minority

interests 7,577 7,135
Financing of operating capital 14,784 15,632
Net debt/shareholders’ equity,*

multiple 0.95 1.19

*Including minority interests. For definition, see Note 39 in the annual report.?

Parent Company (The parent company includes primarily groupwide functions.)

Net sales and profit/loss

2010 2009
Net sales 54 53
Of which, invoicing to other group
companies 33 38
Profit before appropriations and tax 542 670

@ The text of Note 9 can be found in Bonnier’s 2010 annual report, http:/ /www.bonnier.com/Documents/Bonnier_

Annual_Report_2010.pdf.
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Exhibit 6 (continued)

Summary of Earnings and Financial Position

Condensed income statement

Bonnier: Digitalizing the Media Business

2010 2009
Net sales 30,578 30,867
Advertising tax -48 -43
Other operating revenues 300 115
Operating costs* -24,699 -26,406
Amortization and write-downs of goodwill -788 -886
Depreciation and write-downs -3861 -3,456
Share of profit/loss in associated companies 40 21
Operating profit** 1,522 212
Result from financial items -522 -440
Proft/loss after financial items 1,000 -228
Tax expense for the year -284 -133
Minority share of profit/loss for the year -5 -20
Profit/loss for the year 711 -381
*Of which, personnel costs, see also Note 92 -6880 -7,261
**Of which, items affecting comparability 80 -281

Condensed balance sheet

December 31, 2010

December 31, 2009

Goodwill 9,066 10,984
Other intangible fixed assets 3,818 3,000
Tangible fixed asets 1,603 1,957
Interest-bearing long-term

receivables 33 23
Other financial assets 239 200
Deferred tax receivables 1,103 938
Inventoris 1,371 1,488
Accounts receivable—trade 3,383 3,739
Other current assest 2,267 2,119
Interest-bearing current receivables 752 453
Short-term investments, cash and

bank balances 427 228
Total assets 24,062 25,129

2 The text of Note 9 can be found in Bonnier’s 2010 annual report, http:/ /www.bonnier.com/Documents/Bonnier_

Annual_Report_2010.pdf.
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Exhibit 6 (continued)

Summary of Earnings and Financial Position (continued)

Condensed balance sheet

813-073

December 31, 2010

December 31, 2009

Shareholders’ equity 7,025 7,024
Minority interests 552 111
Interest-bearing provisions

and liabilities* 8,224 8,961
Restructuring reserve 195 240
Accounts payable—tradee 2,240 2,521
Subscription liabilities and other

advances from customers 1,562 1,561
Other noninterest-bearing

provisions and liabilities 4,264 4,711
Total shareholders’ equity

and liabilities 24,062 25,129

*Including accrued and prepaid interest income and expenses.
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Exhibit 6 (continued)

Income Statements

Bonnier: Digitalizing the Media Business

Group Parent Company

Note 2010 2009 2010 2009
Net sales 2,3 30,577.9 30,866.9 54.0 53.1
Advertising tax -47.8 -42.9
Other operating revenue 9 299.9 114.6 0.6 1.3

30,830.0 30,938.6 54.6 54 .4

Operating costs
Raw materials and supplies -3,359.9 -3,824.8
Goods for resale -5,013.5 -5,540.2
Other external costs 6,7,9 -9,377.3 -9,615.3 -161.9 -164.3
Personnel costs 4,59 -6,879.6 -7,260.8 -99.3 -98.0
Amortization/depreciation and
write-downs of intangible and
tangible fixed assets 8 -4,648.6 -4,341.6 -2.1 -2.3
Other operating costs -69.3 -165.0
Total operating costs -29,348.2 -30,747.7 -263.3 -264.6
Share of profit/loss in
associated companies before
tax 10 40.0 21.2
Operating profit/loss 2,9 1,521.8 2121 -208.7 -210.2
Income from financial
investments
Income from patrticipation in
subsidiaries 11 848.8 976.7
Income from patrticipation in
associated companies 11 -4.6
Income from other securities
and receivables held as fixed
assets 12 4.4 2.9 59.5 88.0
Other interest income and
similar items 13 29.6 58.2 12.6 13.7
Interest expense and similar
items 13 -555.6 -500.9 -170.7 -188.0
Total income from financial
investments -521.6 -439.8 750.2 885.8
Profit/loss after financial
items 1,000.2 -227.7 541.5 675.6
Appropriations 14 -40.5 176.8
Tax on profit/loss for the year 15 -283.7 -133.7 -29.3 1.1
Minority participations in
profit/loss for the year -5.4 -20.1
PROFIT/LOSS FOR THE YEAR 711.1 -381.5 471.7 853.5

Source: Company documents.
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Exhibit8 Popular Science Sales Figures (Print and Digital) (continued)

Popular Science Magazine
2011 Consumer Marketing Revenue by Component

List Rental
1%

Digital Subs

Digital Apps
2%

1%

Circulation Breakdown

Dir Mail
Oth Agents__ Agents Direct Mail
12% 0% 12%

Newsstand Renewals

11%
School Plan / 29%
8%
____Inserts &
Partner & Space
Sponsor Internet White Mail 5%

4%

Source: Company.
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Appendix

Additional Links to Videos about Mag+

In addition to the video links in the endnotes, there are a number of other videos that are relevant
to the case.

Two keynotes from Umea University were produced within the research project that formed the
basis for the case:

e Sara Ohrvall discusses the experiences from Bonnier R&D and the Mag+ project:
http:/ /www.youtube.com/watch?v=Ngi08YemnVs

e Professor Kalle Lyytinen talks about the challenges and opportunities associated
with digitalization and innovation:
http:/ /www.youtube.com/watch?v=LAWS58wiVGY

¢ There are also many videos produced by the Mag+ team:
http:/ /www.youtube.com/user/magplus

¢ Megan Miller (program director, Bonnier R&D U.S.) made a presentation at the conference
“Managing Experience Across the Web & Beyond” in San Francisco, March 6-7, 2011:
http:/ /www.youtube.com/watch?v=LNC3G9Owzs

Source: Company.
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