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Educational Publishers Face Tougher Terrain 
In 2006; Pearson On Top
Subtext’s survey of publishers in this issue entails the overall
educational publishing businesses of the major players in the
market. The publishers are ranked by the aggregate sales of
their educational operations in 2006. (See table on p. 3.) Such
operations in education are not, in this ranking, confined to the
K-12 (school) and college segments but can encompass adult
education, corporate and professional training, English-lan-
guage training and testing/assessment. Subtext’s next issue
will focus on the traditional K-12 and/or college publishing
activities of the top publishers ranked here.

In contrast to the upbeat performance of educational pub-
lishers in 2005, 2006 proved a more uphill climb, due mainly
to softness and stiff competition in the supplemental market,
less lucrative adoption opportunities and a generally darker
funding and economic picture. According to

HM Riverdeep To Become Second-Largest
Reaction in the industry ranged from incredulity to chutzpah-
envy to awe when Irish entrepreneur Barry O'Callaghan
scooped up the remainder of Reed Elsevier's Harcourt
Publishing this week. With the acquisition HM Riverdeep
Group Plc (HMRG) could catapult to second-largest K-12
publisher in the world  in a space of only a few months.  Minus
the testing and international segments Pearson acquired for
$524 million earlier this year, the remaining Harcourt proper-
ties are valued at $1.1 billion. The $4 billion deal—$3.7 bil-
lion in cash and $300 million in common stock of HMRG—
represents a sales multiple of 2.8, a good price, but not the
highest paid for an educational company in recent history.
(See table, Page 6.) Reed said the sale of all of Harcourt
Education represents a multiple of 20.8 times 2006 adjusted
operating profit. Tony Lucki, the chairman, president and
CEO of Houghton Mifflin and former CEO of Harcourt
Education and Harcourt Inc., will lead the new HMRG.

Late last year, Riverdeep acquired

[Go to p. 2.]

[Go to p. 5.]
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Harry’s Early Apparition
Scholastic said a distributor, Levy Home
Entertainment, has breached its on-sale agree-
ment by mailing copies of Harry Potter and the
Deathly Hallows to “some individuals” and one
of its customers, DeepDiscounts.com. The book
is scheduled  for release on this Saturday at mid-
night. The number of copies shipped,  according
to the publisher, is “one-hundredth of one per-
cent” of the total U.S. copies to go on sale at that
time. 

Scholastic said it is taking legal action against
DeepDiscount.com and Levy and asked Harry
Potter fans who bought their books from
DeepDiscounts.com to keep their packages hid-
den until July 21 at midnight. a

Hazelden Inks Distribution Deal 
With Eurospan
Hazelden Publishing has entered an exclusive
deal designating London-based Eurospan Group
as its distributor to professional customers inter-
nationally. Eurospan will handle international
distribution for Hazelden's portfolio of about
2,000 alcohol and drug abuse prevention, treat-
ment and recovery books, curricula, DVDs and

other products for use in schools, treatment facil-
ities, prisons, hospitals and other clinical venues.
"As well as ensuring a continuity of supply for
pre-existing customers, we intend to bring
Hazelden's ground-breaking publishing program
to the attention of new audiences throughout the
world through regular direct marketing cam-
paigns and sales initiatives," said Eurospan CEO
Michael Geelan. 

The new agreement covers the U.K., 48 coun-
tries in continental Europe, 20 countries in the
Middle East and Africa, eight countries in
Central Asia, all South East Asian territories and
Australia.

Founded in 1967, Eurospan provides sales,
marketing and distribution services for academ-
ic, professional and reference publishers. It has
more than 100 partner publishers from the U.S.,
Canada, South Africa, Asia and Australasia. a

Subtext’s reckoning, four publishers had declines
in their overall educational publishing sales. The
aggregate sales of the publishers ranked, howev-
er, reached $15.207 billion, up 2.7% from
$14.811 billion in 2005. Clearly, the good for-
tunes of some players offset the difficulties of
others with respect to the overall totals. In
Subtext’s 2005 ranking, no publishers showed
drops in educational sales.

Subtext ranked Pearson as having the largest
educational publishing business in 2006, based
on sales $5.639 billion for its Pearson Education,
which has placed number one for years. Sales
rose 8% from $5.219 billion in 2005. The com-
pany is comprised of three business segments:
school, higher education and professional.
School, the biggest of the three, had sales of
$2.852 billion in 2006, up from $2.538 billion in
the previous year. Higher education sales
advanced 2% to $1.558 billion from $1.527 bil-
lion, and the professional division, which
involves professional testing, brought sales up
6% to $1.229 billion from $1.154 billion.

Second to Pearson, McGraw-Hill Education
posted sales of $2.524 billion in 2006. Unlike
Pearson, its educational sales declined last year

Educational Ranking, 2006
[From p. 1.]
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Subtext Ranking: 
Publishers’ Education Operations, 2006

(Revenue estimates)

2006 2005 Change
Pearson (1) $5.639 billion $5.219 billion 8.0%

McGraw-Hill (2) $2.524 billion $2.672 billion -5.5%

Thomson (3) $2.393 billion $2.319 billion 3.2%

Harcourt Education (4) $1.636 billion $1.640 billion -0.9%

Houghton Mifflin (5) $1.125 billion $1.154 billion -2.5%

School Specialty (6) $1.043 billion $977 million 6.7%

Scholastic (7) $410 million $416 million -1.4%

Haights Cross (8) $222 million $211 million 5.2%

Wiley (9) $215 million $203 million 6.0%

Total $15.207 billion $14.811 billion 2.7%

(1) Sales for Pearson Education: school, $2.852 billion; higher education, $1.558 billion; and professional, $1.229
billion.

(2) Sales for McGraw-Hill Education, which consists of the school education group ($1.331 billion) and the high-
er education, professional and international group ($1.193 billion). 

(3) Sales in 2006 for Thomson Learning, now a discontinued operation. In 2006 it included two groups: Academic
(domestic higher education: business and economics; library reference; humanities; and social sciences) and Lifelong
Learning (ELT, professional and government testing, corporate e-training and IT).

(4) Sales for Harcourt Education in 2006: U.S. schools and testing, $1.465 billion, and international, $171 million.
£1=$1.84. Parent Reed Elsevier in early 2007 announced plans to sell Harcourt Education. In May it sold the Harcourt
Assessment and Harcourt Education International units to Pearson for $950 million in cash. In July, the balance of
Harcourt was sold to Riverdeep, the current owner of Houghton Mifflin.

(5) Houghton Mifflin in 2006 was owned by Bain (40%), Lee (40%) and Blackstone affiliates (20%). Estimated
sales of $1.250 billion in 2006 include: K-12 publishing, $900 million; college publishing, $225 million; and trade/ref-
erence, $125 million (not included in the educational totals).

(6) School Specialty’s FYs ended April 28, 2007 and April 29, 2006.
(7) Subtext estimate for Scholastic’s educational publishing division sales for FYs ended May 31, 2007.
(8) Haights Cross 2006 sales include K-12 supplemental education, $34.3 million; test-prep and intervention,

$73.9 million; library, $81.3 million; and medical education, $32.5 million.
(9) Subtext estimate for Wiley’s worldwide college publishing sales for fiscal year ended April 30, 2007. The

company reported domestic college sales of $162.5 million, up from $156.3 million in the previous year.

©2007. All rights reserved by Open Book Publishing, Inc. Copying is prohibited.
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by 5.5% from $2.672 billion in 2005. The com-
pany cited a 30% plunge in new state adoption
opportunities and a decline in open territory
sales, as well as a drop in the sales of norm-ref-
erenced shelf tests. 

M-H Education has two operating divisions:
the school education group and the higher edu-
cation, professional and international group. The
school group had a sales decline of more than
12% in 2006 to roughly $1.3 billion from $1.5
billion in 2005. Higher education, professional
and international sales advanced in 2006 by
3.5% from about $1.2 billion from $1.16 billion
in 2005.

Thomson announced in October 2006 that it
planned to divest its Thomson Learning group. It
was comprised of two major groups: Academic,
including college publishing, library reference,
business and economics; and Lifelong Learning,
more focused on adult education, ELT, corporate
e-learning, IT and professional testing. In its
2006 annual report, it restated its results to
reflect the disposal of Thomson Learning,
putting the 2006 sales of this discontinued oper-
ation at $2.393 billion, up about 3% from $2.319
billion in the previous year. 

Thomson said it would sell its educational
business in separate agreements for a total of
$7.75 billion in cash. In the previous year it had
sold Peterson’s, a college preparatory guide pub-
lisher, and K.G. Saur, a German reference pub-
lisher for the library and academic community.
In 2007, it sold NETg, a corporate training and
continuing education unit, and signed deals with
investors advised by Apax Partners, a London-
based buyout firm, and Canada’s Ontario
Municipal Employees Retirement System
Capital Partners (OMERS) to buy higher educa-
tion, careers and library reference assets
(Wadsworth, Delmar Learning, Gale, Heinle,
Brooks/Cole and South Western). It sold Nelson
Canada to OMERS. 

Also ascending the block in 2006, Harcourt
Education, the educational publishing division of
Reed Elsevier, ranked as the fourth largest, with
overall educational publishing sales of $1.636
billion in 2006, down by less than 1% from
2005. The company consists of two segments:
U.S. schools and testing, which had sales of

$1.465 billion in 2006, down from $1.467 billion
in 2005, and international, with sales of $171
million, down from $173 million.

Early this year, Reed announced plans to sell
Harcourt to sharpen its strategic focus on grow-
ing digital opportunities in its science, medical,
legal and business markets. As part of this inten-
tion, Reed recently agreed to sell the Harcourt
Assessment and Harcourt Education
International units to Pearson for $950 million in
cash. At this writing, Riverdeep, the Ireland-
based educational software publisher, announced
the purchase of the U.S. basal and supplemental
publishing businesses.

Houghton Mifflin, also bought by Riverdeep
at the end of 2006, is fifth-ranked with sales of
$1.125 billion, down 2.5% from $1.154 billion
in 2005. Subtext estimated its K-12 publishing
sales at about $900 million in 2006 and college
publishing at $225 million.

School Specialty, a provider of supplemental
products and services to pre-K-12, was ranked
sixth with sales of $1.04 billion in its fiscal year
ended April 28, 2007, 6.7% up from $977.3 mil-
lion in its previous fiscal year. The company
noted plans to sell its School Specialty Media
business unit, which was reported as a discontin-
ued operation. It attributed the gain in its sales to
the acquisition of Delta Education in August
2005.

School Specialty indicated that in
California’s science curriculum adoption, four of
the state’s largest districts will buy Delta’s  Full
Option Science System curriculum for K-5. In
addition to FOSS, Oakland will purchase the
Focus on Earth, Life and Physical Science pro-
gram for grades 6-8.

Scholastic, based on the sales of its educa-
tional publishing unit for the fiscal year ended
May 31, 2007, is ranked in seventh place. At this
writing, the company had not released its year-
end results, but sales for the nine months were
down about 1%. For the year, Subtext estimates
sales at $410 million, down 1.4% from $416 mil-
lion in the previous fiscal year. Scholastic noted
decreased sales in spending for supplemental
materials in its financial reports to date.

Supplemental publisher Haights Cross
Communications was ranked the eighth largest
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educational publisher. Its 2006 sales totaled $222
million, up 5.5% from $210.5 million. Of its four
business segments, the K-12 supplemental divi-
sion had the only decline in sales to $34.3 mil-
lion from $43.1 million. The company cited
“increased competition” and “overall softness in
supplemental education.” The library segment
posted  a 6.1% increase in sales to $81.3 million.
Test-prep/intervention sales rose 14.6% to $73.9
million, reflecting strong demand for NCLB-
related products. Medical education sales were
up 24% to $32.5 million.

Wiley is ninth in the ranking, based on glob-
al sales of its higher education division. Subtext
has estimated the company worldwide higher
education sales at $215 million in the fiscal year
ended April 30, 2007, up 6% from $203 million
in the previous year. The company said its U.S.
higher education sales increased 4% to $162.5
million from $156.2 million in fiscal 2006.

Given the considerable merger and acquisi-
tion activity in the educational publishing market
recently, the 2007 ranking will differ sharply
from the 2006 lineup. Thomson won’t appear,
and Harcourt and Houghton Mifflin will have
been submerged in Riverdeep. a

Riverdeep Rising
[From p. 1.]

Houghton Mifflin for $3.36 billion ($1.75 billion
in cash and the assumption of $1.61 billion in
debt). Harcourt Education, which had estimated
revenues of about $1.6 billion in 2006, went on
the block in February. Estimating the size of the
new HM Riverdeep is a tricky prospect, given
variables such as currency exchange rates and
the dearth of financial information on the former
Houghton Mifflin and Riverdeep Group. But the
buy, which is expected to close late this year or
early in 2008, will shake up the rankings.

Subtext estimates the new HMRG will be the
second-largest (next to Pearson) in the K-12
market, with estimated revenues of $2.38 billion.
It will also become the second-largest overall
educational publisher, at $2.63 billion (including
HM's college business, estimated at $225 mil-
lion), knocking McGraw-Hill to third place.
Trade revenues of the new entity will be about

HM Riverdeep Future Rankings
($ in millions)

Segment                  Est. Sales           Rank*
Overall (Top 20)        $2,838 #2
Educational                 2,638               #2
K-12                           2,413               #2
College                          225               #4
Trade                             200               #9

*Based on Subtext estimates; 
Copyright © 2007 Open Book Publishing, Inc.

$200 million (including Harcourt's small trade
segment), and with $2.84 billion total revenues,
HMRG will become second among the 20
largest publishers operating in North America,
after Pearson. With his huge acquisition appetite,
O'Callaghan came on the U.S. publishing scene
in the late 1990s and rapidly grew his software
company, Riverdeep, by buying up companies,
including The Learning Company, Broderbund
and Edmark. Riverdeep subsequently went pub-
lic, raising $131 million. After several down-
grades of its stock because of concerns about its
performance reporting, the company took itself
off the NASDAQ and was acquired in a man-
agement buyout by a group headed by
O'Callaghan, which valued it at $376.3 million.
Though some industry watchers are less than
impressed with O’Callaghan's aggressive
approach, his acumen in putting deals together
with backing from top financial institutions such
as Credit Suisse, Lehman Brothers and Citigroup
(all of which financed both the HM and Harcourt
deals) is widely acknowledged.  

The buy will have to pass muster with
antitrust regulators, but HMRG said it did not
expect to encounter difficulties, based on its
knowledge of anti-trust laws. The acquisition
will further contract the U.S. education market.
Three large players—Pearson, HMRG and
McGraw-Hill, whose combined revenues
amount to an estimated $10.80 billion—will
dominate the segment. The acquisition also
means that foreign-based players will own the
majority of the U.S. educational publishing mar-
ket. Combined, Pearson (UK), HMRG (Ireland),
and Thomson Learning (Canada) account for an
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Recent Acquisitions In Educational
Publishing 

Company              Buyer              Price   Sales Mul.

HoughtonMifflin  Riverdeep $3.36B        3.0x
Cambium            VSS/Wicks Not disclosed
W K Edu.            Bridgepoint       $970 M       2.4x
eCollege              Pearson             $477 M       9.2x
HM Assmt           Pearson             $950           1.8x
Thomson Lng.     Apex,OMERS    $7.75B        3.2x
Harcourt Ed.        Riverdeep          $4.0B          2.8x

Copyright © 2007 Open Book Publishing, Inc.

estimated $10.70 billion.  
K-12 analyst Dr. Robert M. Resnick of

Education Market Research opined that more
consolidation is not necessarily a positive trend,
neither for educators and students, nor for the
merged companies themselves.  "Bigger is not
better when it limits choice," he said.
"Educators prefer to review programs from mul-
tiple sources when they make their adoption
decisions, and they resist the idea of getting all
of their instructional materials from a single
source.  In terms of the publishers, as the top few
absorb their closest competitors it gets harder for
them to respond quickly to new market demands,
which create more opportunities for the smaller,
more nimble ones." a

People
SBorders Group said Rick Vanzura, executive
vice president, emerging business and technolo-
gy, chief strategy officer, has resigned as an
executive vice president of the company, with
his post being eliminated. He is expected to tran-
sition his functional duties over the next couple
of months and will leave the company in
September after Susan Harwood, the company's
new chief information officer, comes on board.

SThe Crown Publishing Group said Katie
Wainwright was named vice president, execu-
tive director of publicity. She reports to Jenny
Frost, president and publisher and will replace

Tina Constable, who was named vice president
and publisher for Crown Publishers, Crown
Business and Crown Forum. Wainwright was
previously executive director of publicity and
associate publisher of trade paperbacks at
Hyperion, where she worked for the last seven
years. Before joining Hyperion, she was a mem-
ber of the Little, Brown publicity department,
where she worked for eight years. She started in
publishing at Delacorte.

SSimon & Schuster named George Hedges to
the BGI team as a National Account Manager.
He will be responsible for the Atria and Pocket
imprints. Hedges has more than 15 years of
experience in publishing and bookselling,
notably in retail bookstores, wholesale club
sales, marketing and national account audio
sales. a

Education
CTB/M-H Wins Contract From NYC
Public Schools
CTB/McGraw-Hill has been awarded a five-year
contract by the New York City Department of
Education to provide the city's public school
teachers with instructional tools to help improve
student learning. The effort is part of the
Department's ongoing periodic assessment pro-
gram.

CTB/M-H will provide educators with its
Acuity suite of diagnostic and predictive assess-
ment tools. They are designed to supply timely
and detailed information on student strengths
and weaknesses, as well as measure the academ-
ic development of students.

M-H said Acuity was developed in consulta-
tion with administrators, principals, teachers and
students. The suite of products includes diagnos-
tic and predictive benchmark assessments to
show student progress toward state standards
and performance indicators. 

Under the program, which has an online
administration capability, students are assessed
five times a year in grades 3-8 and four times a
year in high school in both English/Language
Arts and math. a



Subtext, July 17, 2007

© 2007 Open Book Publishing, Inc., Darien, Conn. 06820; 203-316-8008. Copying prohibited.               7

LeapFrog Sponsors Reading Center
LeapFrog Enterprises of Emeryville, California
said it is sponsoring a new Learning to Read cen-
ter on Education.com designed to provide "easi-
ly accessible, high-quality educational and
developmental reference and editorial content
that addresses the critical and often challenging
topic of learning to read."

Education.com is a comprehensive, one-stop
online destination that enables parents to take an
active role in the education of their children in
grades pre-K-12. It provides educational infor-
mation and services for parents, including refer-
ences, data, communities and educational tools.
Founded earlier this year, it is based in Redwood
City, California and is backed by venture capital
firms, Azure Capital and Telesoft Partners.

Citing a survey by Harris Interactive,
Education.com said 74% of the parents of chil-
dren aged 18 and under indicated that they want
a single resource for information and answers
about education. About 96% believe they must
take an active role in their children's education to
fill in gaps in the education derived from public
schools.

LeapFrog, founded in 1995, designs, devel-
ops and markets technology-based learning
products and proprietary content for the home
and school markets. In addition to a line of
stand-alone It has more than 100 interactive soft-
ware titles, covering phonics, reading, writing,
math, music, geography, social studies, spelling,
vocabulary and science. Its LeapFrog
Schoolhouse unit has products in more than
100,000 classrooms.

In other news, LeapFrog launched an interac-
tive system for children aged 3-6 that converts a
TV into a child-friendly computer experience to
introduce core preschool skills and basic com-
puter functionality. Called ClickStart My First
Computer, the system features a cartridge con-
sole that plugs into a TV, as well as a wireless
keyboard and convertible mouse. a

SEducational Insights promoted Patricia
Sarka to vice president of product development.
She joined the company in 1984 and was most
recently vice president of creative development.

STriumph Learning, a supplemental materials
publisher for the K-12 market, promoted Dina
Goren to senior vice president of publishing
operations. She will be responsible for workflow
efficiencies across editorial, design and produc-
tion operations. Goren joined the company in
March 2005 as vice president of production.

SEvan-Moor Educational Publishers named
David Miller director of finance. He was previ-
ously controller and CFO of Gareth Stevens Inc.,
a unit of WRC Media. Miller will report to Evan-
Moor president Linda Hanger.

SAmerican Educational Products appointed
Katie Heng sales coordinator for early child-
hood/physical education. For the last two years,
she has been part of the company’s customer ser-
vice team.

SThe Association of Educational Publishers
gave Pearson Longman’s Summit ESL program
a Distinguished Achievement Award in the cur-
riculum/textbooks category for grades 9-12. The
AEP awards recognize the best educational
materials within subject categories and by audi-
ence.

SHotmath, Inc. of Kensington, California is
offering free practice tests on its web site (hot-
math.com) to help students master high-stakes
math exams. The offerings include practice for
the California High School Exit Exam (CAH-
SEE), the Texas Assessment of Knowledge &
Skills (TAKS) 11th grade exit exam and a vari-
ety of general math subjects, starting with
Algebra 1. Hotmath is adding the Algebra 1 tests,
additional state tests and also textbook chapter
tests for Algebra 2, pre-algebra, geometry, calcu-
lus and other math subjects. Hotmath was found-
ed by math educators in 2000.

SePals, Inc., developer of a collaborative learn-
ing community for K-12, appointed Dr. Rita
Oates vice president of education. She is respon-
sible for ensuring that the company’s curricular
products and services are research-based. The
company also named Dr. Kari Stubbs director
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of professional development. ePals said its mis-
sion is “to support lifelong learning through
resource-rich, collaborative experiences.” It is
based in Herndon, Virginia, and was founded by
Nina Zolt. a

SCorrection: In our July 7 trade/mass-market
ranking, we inadvertently identified Viacom as
Simon & Schuster’s parent company; it is
owned by CBS. Also, S&S’s operating income
for fiscal 2006 was $68.5 million, up 4% from
$66 million in 2005. 

SSimon & Schuster's Free Press imprint plans
next April to publish a new book by actress
Valerie Bertinelli, a spokeswoman for Jenny
Craig. The book will be entitled Losing It: And
Gaining My Life Back One Pound At A Time and
will be a memoir about her childhood, marriage,
depression and struggle with weight gain and
self-esteem issues.

SHarperCollins said Warner Bros. acquired
the feature film rights to Septimus Heap, a
seven-book fantasy series by U.K. author Angie
Sage. The first book in the series, Septimus
Heap: Magyk, will be produced by Karen
Rosenfelt, with Sage serving as executive pro-
ducer. The book was published by HarperCollins
Children's Books in March 2005. Subsequent
titles, Septimus Heap: Flyte and Septimus Heap:
Physik, were published in March 2006 and
March 2007, respectively.

SRandom House Children's Books said it has
launched a new literacy initiative called Color to
Read, involving its color and activity titles.
Under this "loyalty program," titles are tagged
with a cutout token that consumers can collect in
order to redeem for a selected title from the com-
pany’s Step Into Reading line. Free promotional
tokens are being included to help jumpstart the
program, as well as a direct marketing ad cam-
paign. a


