Scanner
Published by The Printing Industry of the Carolinas, Inc.

September/October 2020

53rd Annual PICA Awards
Ceremony Shifts to Virtual Format
ThisIssue
PAGE 2

Chairman’s Letter
PAGES 3-5

How to Calculate BHRs
PAGE 6

Election 2020

2020 has delivered many surprises to our industry. COVID-19 forced us to reschedule the
53rd Annual PICA Awards from March 28 to September 19 and, now that Governor Cooper
has extended Phase 2 for North Carolina, we feel it’s in everyone’s best interest to move this
event to a virtual program.
Please join us on Wednesday, September 23, 2020, at noon.
Some things haven’t changed. We’ll still have the “Academy of Print Awards” format, and
our wonderful Sponsors will still present their awards. You’ll see a picture of the four
finalists for each Sponsored award, and the winners will accept their awards on screen.
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The upside of this virtual format is that your entire company can see the program, and we’re
hosting it during lunch to help minimize production downtime and allow everyone to enjoy
the event.
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We will have a limited number of logins available, so please plan to coordinate within your
company so that you can group employees to attend with safe distancing in place.
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The Awards presentation will begin with the Student Awards, followed by the Sponsored
Awards, and will culminate in the coveted Mac Papers Best of Show. The Awards are
as follows:
PICA Foundation Student Achievement
Award (High School Div.)

Manchester Industries
Best Annual Report

NAPCO Student Achievement Award
(Collegiate Div.)

PICA President’s
PICA President’s Our Story

Athens Most Creative Use of Paper
Case Paper Best Brochure or Broadside
FujiFilm Best Wide Format
Growll.com Best Finishing
Gutenberg
Award for Most Best of Category Wins
Gwen Doster Judges’ Choice Award
Heidelberg Best Printer’s Self-Advertising
HP Best Digital Printing

Sun Chemical Best Packaging
Veritiv Best Catalog
Wikoff Color Corporation
Best Process Color Printing
Konica Minolta Business Solutions
Best of Division A (1 to 9 Employees)
Canon Solutions America
Best of Division B (10 to 20 Employees)
Domtar
Best of Division C (21 to 59 Employees)

Komori Best Booklet

Prisco
Best of Division D (60 or More Employees)

Lindenmeyr Munroe Best Presentation Kit

Mac Papers Best of Show

OurPurpose OurVision OurMission
Promoting the
Industry – Focused
on Member Success!

Advocate • Educate
Inform • Lead

To promote the common interest of the printing industry; and
to help our members prosper, both individually and collectively,
through fellowship, education and cooperative action.

Chairman’s Letter
CONTINUE TO FIGHT THE GOOD FIGHT

As COVID-19 rages on, it truly feels more and more like something out of a science fiction book.
Small businesses are struggling with what to do next. Will there be another PPP to help keep people
working? Will the Federal Government ever pay people who are laid off? These are questions that it
doesn’t appear the folks in Congress even care about.
In spite of all this, we still have a lot to be thankful for, and we have an abundance of help from
PICA and PrUA. I can’t stress enough to utilize the HR list serve, which can help with the many
and growing HR concerns we are faced with today. We also have each other to call on for help and
guidance, or when we just need a safe zone to talk about problems and exchange ideas. I encourage
you to take full advantage of all the resources your association and its membership have to offer.
I find that, during these difficult times, we need to diversify even more. There are many who have
found a way to capitalize on our current situation. Signage and packaging appear to be holding up
pretty well. I’m still confident that we will get through this major challenge, and I believe the key is
for us to stick together, lean on one another and continue to push forward. It is imperative that we
stay positive – even when it seems hard to do so.
If I can be of help, or if you just need someone to talk
to, please don’t hesitate to call on me. I don’t have all
the answers, and in many cases don’t have any answers,
but we can talk. I continue to pray for our country and
our industry and all those struggling. This may not be a
popular approach in our “PC” society, but I have found
it has served me well all these years. Let’s keep our chin
up, folks. I look forward to when I can see you all in
person and share our stories.
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Mory Read
PICA Chairman
Poole Printing Company
mread@pooleprinting.com
(919) 876-5260

Cost is a Fact; Price is Discretionary
By David Pitts

I should add the names of about a dozen coauthors, as many people have collaborated
on this process over the years at Classic.
They know who they are. I won’t list them
here so that you won’t recruit them away from where they
are today. Some of the stuff in these articles was stolen
nearly verbatim from their feedback on my draft.
Each of these articles is about pricing your work to maximize
your bottom line. When I was selling Classic Graphics (the
whole company) in 2013, I was deeply concerned with what
the value of the company was. I was told, “the market sets
the price.” That turned out to be true. While the offers we
received were over a wide range, the one we accepted was in
a tight cluster of competitive offers.
If you’ve gotten a lot of feedback over the years on your
pricing, I’d bet you’ve learned that too. The comment, “How
can they sell it for that?” has been aimed at every printer.
Classic was famous (or notorious) for being high-priced, but
even we had that epithet directed at us.
I have a good friend that ran another company in Charlotte,
and we were friendly competitors. We did work for them
when they were slammed and vice-versa. We lost a job to
them at a price I could not believe they would have agreed
to. I called just to let him know that his estimator likely
made a BIG mistake. He reviewed his quote and said,
“Nope, we’re good.” It turned out that he just understood
the work better than I did. He also called me a time or two
with the same comment, and the results were the same. We
were happy with our pricing.
The market sets the price. You only set the price if you are
the only bidder. Your cost, however, is not set by the market,
and you should know it (within reason) before setting a
pricing strategy.
Some businesses operate on the assumption that the correct
price for every job is their Fully Loaded Costs marked up by
some percentage. If you can do this, great. Most companies
don’t have the luxury to sell every job using a cost-plus strategy.
Before I begin, I’ll tell you a true story. I began my printing
career as a pressman in Bowling Green, KY and worked for a
man who, at that time, had the largest (30 employee) printing
company in town. I left to go to college and shortly thereafter
he declared bankruptcy. Those events were unrelated. The
bank put him back in business and he went bankrupt again.
He got back in business again and in the meantime, I had
started Classic Graphics and had a tiny company.

About 1986, when I was back in town I stopped by to visit
and asked him how he did his pricing. I saw a Kaypro
computer on a desk and guessed that he, like me, was using
Franklin Catalog. Nope. He said, “I look at a job and a price
just pops into my head.”
That explained the bankruptcies. He closed for good shortly
after my visit.

DEFINITIONS
Budgeted Hourly Rate
This is the calculated cost for any given Cost Center. For
instance, your 6-color press may be costed at $200 per hour
and your 8-color press at $350 per hour. These are completely
made up numbers. Don’t use them in your operation! These
costs are your starting place and need to be marked up to
show a profit.
Cost Center
This is any piece of equipment or other set of resources
that you will calculate a Budgeted Hourly Rate for. A press
is probably an individual Cost Center. At Classic we had
two identical 6-color presses. We lumped their costs and
hours together as a single Cost Center. Our 8-color was a
separate Cost Center. Prep was a Cost Center. We did not
really differentiate between prep operations like file prep
and platemaking. It was all one rate. It was the same with
machine bindery. Folding, cutting, and stitching were all one
rate because that staff moved from operation to operation,
especially when we were small.
Out of Pocket Costs
I think of these as “green dollars.” This is real money that
has to leave my bank account. This is the money I send to
the paper company and the outside service vendor and to
the temporary agency that staffs the kitting line. There is
no internal cost absorbed here. If you mark up these costs,
you get to keep that money, and that is part of your Value
Added, but these costs don’t absorb any overhead.
Value Added
This is the Selling Price minus the Out of Pocket Cost.
This is the Value that you Add to the raw materials in
your operation.
Direct Factory (Fixed and Variable)
This is all the costs directly attributable to a Cost Center.
This is the actual direct labor, payroll taxes, benefits, service
maintenance agreements or anything else that is directly
attributable. It also includes fixed costs like depreciation,
rent (often allocated by square feet) and anything else that
you identify by cost center.
Continued on Page 4
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Indirect Factory
These costs include your Supervisors and Managers that
cross multiple cost centers. Your Safety Manager and ISO
9000 person and your Plant Scheduler are part of this
cost. It also includes General Factory costs like rent on
the warehouse and the staging areas that don’t fall into an
individual cost center. It includes depreciation on forklifts
and delivery vehicles, etc.
Total Factory
If you add Direct Factory and Indirect Factory together,
you’ll get Total Factory. In my theory of pricing, I don’t want
to ever sell below this hourly rate. In a perfect world, I always
want to sell based on the Fully Loaded (see below) Cost plus
some markup.
Overhead or Selling, General, and Administrative (SG&A)
This is all the front office costs and the cost of sales. It
costs money to run payroll operations and staff the phones
and customer service department. These costs need to get
allocated in proportion to the direct costs.
Fully Loaded Cost
This is when I add Total Factory and the amount of
Overhead that has been allocated to that cost center. If
my model is perfect (and it’s not) then this is my true cost
per hour for any operation that allows me to cover all the
costs incurred.

BUDGETED HOURLY RATES (BHRS) AND
WHY YOURS ARE WRONG.
Yours are wrong because they are based on a model that is
imperfect. It’s a model. In the absence of perfect foresight,
it will be imperfect. My rates were wrong too, and they were
still useful. An imperfect model is better than no model, and
I believe you must have BHRs that reflect your operation as
closely as possible. They will still be wrong and it’s important
for you to know that they are wrong. Treating them as the
literal truth will make you use them improperly.
When done properly, calculating Budgeted Hourly Rates is
a viable method to model your costs. I’m not knowledgeable
enough to discuss the other methods. This is the only
method we used at Classic Graphics.
I once heard a famous and knowledgeable industry figure
say that if you are not using “Activity Based Costing,” you
would probably be out of business in a few years. This was
at the last Charlotte Graphics Arts show, so it was a long
time ago. We investigated this method and decided to stick
with BHRs. We survived anyway. He also predicted that
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waterless printing would be the dominant technology in a
few years and, if you did not adopt it, you’d probably be out
of business because of that too. Seen any Toray plates lately?
As practiced at Classic Graphics, BHRs consisted of
measuring the direct cost of any given cost center and
then allocating Indirect Factory and Overhead to each
cost center in proportion to our Direct Factory costs. For
instance, if your Press cost center has $1 million in direct
costs and your Prep department has $500K in direct costs
then the press department would be allocated twice as much
Indirect Factory and Overhead as the prep department.
Why is it important to know your cost? Because this is a
component of your price. Why just a component? Why don’t
you take your cost and have a markup of 20% on it and call
that your price? Price is not a mathematical formula. Price is
more art than science. Knowing your cost allows you to price
more intelligently, but it is not the only factor.
Using Budget Hourly Rates creates a model of your costs.
The word model is pretty important in this discussion
since models are not always (well, never) correct. If your
model assumes that you will sell 40 hours per week on a
press, but you only sell 20 hours per week, then you are
underestimating your cost by a lot. A press you believe costs
$100 per hour actually costs $200 per hour in that situation.
When pricing, it’s important that you understand your cost.
If you don’t, you will win work that has little profit and you
will lose work that would have been very profitable. Here is
an oversimplification of that with this example:
You have calculated your Fully Loaded Prep cost at $300 per
hour and your Fully Loaded Press cost at $200 per hour. Let’s
also imagine that your TRUE costs are $200 per hour for
prep and $300 per hour for press. You’ve got these backwards.
What’s the harm? It will all average out, right? Wrong.
We quote a job that has 20 hours of prep and 10 hours of
press. Our calculated cost is (20 hours x $300) + (10 hours
x $200) equals $8,000. We mark it up 25% and quote it at
$10,000. We also quote a job that has 10 hours of prep and
20 hours of press. Our calculated cost is (10 hours x $300) +
(20 hours x $200) for a total of $7,000. We mark it up 25%
and quote it at $8,750.
We will LOSE the quote for the one with lots of prep,
because we priced it wrong. It’s prep-heavy, so we pretty
much always lose those quotes in a competitive situation
because we don’t know our prep cost and that causes us to
overprice the market.

We WIN the job with lots of presswork because we don’t know our costs. The problem is that we don’t make any money on
it because we are not charging enough for our presswork. Our presses are always busy, but we never make any money because
our prep department is idle half the time. We win too many jobs that have little prep and lots of presswork.
If we allocate our costs incorrectly, then we will automatically lose the profitable work and win the unprofitable work.
On the sales side, it is important to know why you’re losing and why you’re winning. Get close with the customer as much as
you can so you can understand the value you’re delivering, or even better (though it may hurt), why you’re not delivering it.
You learn more from losing than winning, it seems.
Also, let’s say you are adding a completely new capability that you expect to grow to a multi-shift operation. If you price it as
a single shift operation, it is likely going to remain a single shift operation. You may need to “invest” in that cost center for
a period of time by pricing it as a 2 or 3 shift operation. We did this more than once at Classic. The more you know about
how this capability is priced in the market, the better you will be able to adapt.
In this greatly oversimplified example (which is unrelated to the example above), here is how we allocated these costs in
my model:
Cost Center

Company Total

Allocation

Cost Center A

Cost Center B

Factory Direct Fixed

850,000

600,000

250,000

Factory Direct Variable

550,000

400,000

150,000

Total Factory Direct

1,400,000

1,000,000

400,000

General (Indirect) Factory

1,000,000

714,286

285,714

Total Factory Cost

2,400,000

1,714,286

685,714

642,857

257,143

2,357,143

942,857

6240

6240

4,368

4368

Hourly Cost Rate

540

216

Selling Rate with Markup @ 20%

648

259

Overhead (SG&A)
Fully Loaded Cost

900,000

71%
38%

3,300,000

Hours Available
Sellable Hours

70%

It’s impossible to do a complete tutorial on the process in an article. If all this seems elementary to you, then you are in great
shape. If it is confusing, then you should contact PICA to help you find a resource to help you develop your BHRs.
Let’s sum up this section this way: Know your costs for each cost center within a reasonable margin of error.
One size does not fit all.
David Pitts is the retired President and Co-Founder of Classic Graphics, which he started with Bill Gardner in 1983 in
Charlotte, NC. The pair sold the company in December of 2013, and Pitts stayed on for five years as President. At the
time of his retirement in December 2018, Classic’s sales were in excess of $90 million and Classic occupied just under
400,000 square feet in the Charlotte and Raleigh areas.
Pitts is a past Chairman of PICA, where he served as a member of PICA’s Board of Directors for 13 years, and still
serves as a PICA Foundation Trustee. He also served on the Board of Directors and Executive Committee for NAPL, and
currently serves on the Graphic Communications Management Advisory Board for Appalachian State University. He
lives with his wife, Wendy, in Harrisburg, NC and his interests include photography, skeet shooting, billiards and single
malt Scotch whiskey.
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Election 2020: Political Maxims
and Three Other “M’s” To Follow
By Lisbeth Lyons
Every election cycle – and in presidential election
years, in particular – there are certain political
maxims you are bound to hear. Raise your hand
if you’ve heard this line before, “This is the
most consequential election of our lifetime.”
President Obama uttered a variation more succinctly when he
said, “Elections have consequences.” And legendary Speaker of the
House Tip O’Neill is credited with coining the adage: “All politics
is local.” So, how applicable are these phrases to Election 2020?
Regarding “in our lifetime” statements, one could replace
“consequential” with “unusual,” “bizarre,” or “downright weird.”
2020 will be the first national election in modern history to occur
during a pandemic, and one that will test the in-person voting
infrastructure of every state and locality, plus stress the US Postal
Service. A new and vital emphasis will be put on polling place
safety and perhaps impact turnout. More absentee and vote-by-mail
ballots will be cast than ever before and it’s reasonable to expect
that glitches or slow mail service may extend the results well beyond
November 3; final result may well take weeks in some races.
Elections do have consequences, and the policy differences between
the White House contenders are stark. The White House occupant
sworn in in 2021 will take issues like immigration or climate change
in vastly different directions. Down ballot, the balance of power in
the US Senate will be highly consequential, as that body will have
the ability to advance, thwart, or moderate the administration’s
policy goals. There is even talk about eliminating a hallmark of
Senate lawmaking, the filibuster, in order to speed up action in
the chamber that was designed by our Founding Fathers to be the
“saucer that cools the tea.” Should Democrats take all three prizes,
White House, Senate, and House (the House is heavily favored to
be retained by Democrat control following the 2020 election), there
will be a serious move to institute a simple majority rule process on
the Senate floor. In essence, no firewall in divided government.
You would be hard pressed to find a Senate or House candidate
who could fully subscribe to all politics being local. Yes, there are
still local policies, but in 2020 all politics is national. And it is
tied to President Trump. It’s a love him or leave him attitude by
voters that will stick to Senate and House candidates, and for some
candidates in swing states and districts the electorate’s attitude
toward President Trump will be a more motivating factor than the
candidate’s own policy stances or record. Political analysists call
these “nationalized races,” and there are more up for grabs than
we’ve seen in some time. Let’s take a look.

Senate
“Grim” is how many political analysts were describing the outlook
for the prospects of GOP Senate candidates retaining or picking
up seats to retain their current majority control of the chamber.
There are three M’s currently working against the Republicans:
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map, money and momentum. Unlike the House, in which all 435
Representatives stand for election every two years, only one-third
of the Senate is up for reelection per cycle.
The map going into 2020 was already more of a challenge for
Republicans; of the 35 seats up in 2020, 23 are currently held
by the GOP, putting the party instantly on greater defense. The
current Senate is divided 53 (GOP) to 47 (Democrats, including
two Independents who caucus with the Democrat Party) meaning
that Democrats would need a net gain of 3 or 4 seats to take
control (the “x” factor between 3 or 4 being the party of the
incoming Vice President, who would be a Senate tie-breaking vote).
Of the 35 GOP seats up in November, only 10 are ranked as “safe”
to retain; 6 are ranked as “toss ups” and reliably red Senate states
like Georgia, South Carolina and Texas are ranked “likely” to be
retained. By contrast, of the 12 seats currently held by Democrats,
half are ranked “safe” and only one incumbent Democrat is likely
to lose his state (Sen. Doug Jones, D-Alabama). To sum up the
Senate sudoku, it was always going to be a more competitive cycle
for Republicans, and the two other “M”s have made it more so.
An expanded defensive map also means diluted resources, which
is where the second “M” – money – comes into play. Simply put,
Republicans have to spread campaign financing amongst more
states and media markets.
Enter the third “M”: momentum. The map and money factors
above were in play well before the pandemic hit, but the
controversy over the governmental response, societal aspects
that have turned political, and the jobs and economic impact of
COVID-19 have upended normal momentum. Late entries into
fairly predictable races by popular Democrat governors (Colorado
and Montana) instantly flipped those races into barnburners. A
national reckoning by citizens and corporations on race relations
following the injustice protests in June and the continued
civic unrest in major cities nationwide has further created a
momentum, the thrust of which, according to political pollsters,
has benefited Democrats throughout the summer. Will the latter
momentum be blunted by a backlash led by “security moms” as the
Trump campaign claims?
Historical trends show that the political environment and resulting
electoral choices starts to bake in to voters’ collective psychology in
late summer. Political party conventions, debates, and any surprise
candidate revelations tend to harden as Election Day draws nearer.
With the map and money factors expected to remain steady,
momentum will be the deciding factor in key Senate races. And we
know that every vote in battleground states will count not only for
President, but for control of the Senate, too. In-person, no-excuses
early voting will start in North Carolina on October 15; absentee
voting in South Carolina starts on October 5.
(For more information on voter resources, visit
www.printing.org’s Print Powers America Action Center.)

COVID-19 Print Business Indicator Research Signals
Improvement from the Early Days of the Pandemic
By David Wilaj
Economic and Market Research Analyst
Printing United Alliance
It’s no secret that 2020 has not been kind to
the commercial print segment. Printers within
this segment serve some of the industries most
adversely affected by the COVID-19 crisis, including promotion
for events, conferences, and trade shows. Without their typical
clients, many are obviously struggling. Between March and April,
95.2% of commercial printers surveyed by PRINTING United
Alliance and NAPCO Research indicated that they saw a decrease
in sales during the survey period, while only 3.8% indicated that
they stayed the same. This means that only 1% of commercial
printers saw sales increase during this time period. Many states
have since reopened, and although some of these measures had to
be reinstituted as cases once again surged, things have improved.
When commercial printers were surveyed a second time, there was
an improvement in these sales metrics. From a period of early May
to early June, 82.6% of firms indicated that sales were decreasing
while the number increasing rose to 11%. Despite these numbers
indicating that a vast majority are still struggling, re-openings have
boosted the segment somewhat. For these same printers, sales fell
by an average of 34.7% over the last 30 days.

Index of Current and Leading Business Indicators
To see how the segment is trending, firms were also asked whether
a few different indicators were increasing, staying the same, or
decreasing. There are five current indicators which typically show
how the industry has already responded to the economic changes.
There are also four leading indicators that are typically used to
predict how the industry will fare in the near future. For both of
these types, a value over 50 indicates growth within the industry.
The index of current business indicators for the March-April period
was 15.7 but has since increased to 30.1 for the second period. This
increase was due to the fact that 20% more firms indicated that
sales and production were trending upward than in the previous
period. More firms also indicated upward trends in employment,
prices, and pre-tax profitability. Although numbers were higher
than in March-April, the percent of firms indicating upward trends
in these three categories remained in the single digits.
The increase in the index of leading business indicators was even
more pronounced but still remained under 50. During the MarchApril period, the index read 15.2, but in the May-June period,
it jumped to 39.5. While this shows that there still may not be
growth in the segment, it does show that recovery has begun. The
boost in this index resulted from both work-on-hand and quote
activity increasing. Production payroll hours also improved but to a
lesser degree and stayed under 10%.

Printer Confidence Improves
In an additional effort to gauge the near future, we also asked
commercial printers to indicate whether they expected business to
increase, stay the same, or decrease over the next month. Nearly
half (48.5%) said that they thought business would increase. This
was a large improvement from the 15.8% of firms who had the
same answer two months earlier. 20.4% said they anticipated

business to stay the same while 11.4% though that things would
continue to falter. “Not sure” was also an option, which was
chosen by the remaining 19.7%.

Employment and the Paycheck Protection Program
Throughout the pandemic, the federal government has made
efforts to aid small business. Of all the programs that popped up
during this time, the Paycheck Protection Program was definitely
the most popular. Although the program did get off to a rocky
start in terms of the application process, rules, forgiveness, and
the amount of available funds, the Small Business Administration
was able to right the ship and make the necessary adjustments to
ensure that as many businesses as possible were helped. In total,
more than 5 million loans were approved with more than $523
billion dollars being dispersed.
More than 78% of commercial printers surveyed applied for the
PPP loan with 97.8% being approved and the other 2.2% having
pending applications. In order to see if the loans had any impact
on employment, we decided to look at the trend for companies that
did apply for a PPP loan and compared it to those who did not.
According to the results, it appears that commercial printers
that did apply for the loan seem to be doing better than their
counterparts. It appeared that applying for the loan helped to
keep employment steady, as 64.5% of those who did apply said
that their employment trend was staying the same. In comparison,
49.2% of those who didn’t apply indicated that employment was
staying the same. Also, of those who did apply, only 32.9% said
that employment was decreasing while 49.2% who didn’t apply
gave the same answer.
Obviously, there are many factors that affect employment at these
commercial printing firms, so while steady employment can’t be
fully attributed to PPP loans, one can assume that they played at
least a slight part in keeping people at work. Printers were asked to
comment on their trends, and a few backed this assumption:
“PPP enables us to maintain staffing levels,” said one printer, while
another added that, “The only reason our payroll hasn’t decreased
is because of using PPP funds.”
The program expired on August 8, so it is important to keep an
eye out for additional programs that may help you through these
challenging times. Visit the SBA website for the most up-to-date
information on these programs.
Participate in the COVID-19 Print Business Indicators Research
In today’s unprecedent business environment, making decisions based on
facts has never been more important. In the weeks and months ahead,
reliable industry business indicators will be essential for monitoring
what’s happening in all printing industry segments. The COVID-19
Print Business Indicators Research is an essential resource for monitoring
industry conditions and the NAPCO and PRINTING United Alliance
research teams invite you to join our business panel and contribute to
the research on an ongoing basis. Companies that join the panel will
receive an exclusive version of the report that includes additional data
and analysis. To join the COVID-19 research panel, or if you have any
questions about the research, please visit SGIA.org, Printing.org or
reach out to me anytime at dwilaj@printing.org.
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Pricing Strategy is the Key to Profitability
By David Pitts
When setting a price for a job in a competitive marketplace, I want
to know several things.
1. O
 UT OF POCKET costs for this individual job
2. VALUE ADDED for this individual job
3. DIRECT FACTORY labor costs
4. INDIRECT FACTORY costs as allocated to this job
5. OVERHEAD costs as allocated to this job
6. What price will the market bear?
7. H
 ow busy is the shop? Are we stressed or can we easily absorb
more work?
What should your price be for any given job? Should you require a
certain level of profit for every job?
I knew two printers who had vastly different attitudes about that.
Both were smart guys. One said, “Jobs don’t have profits, periods
of time have profits.” In other words, sometimes it might make
sense to accept a lower price. The other said “Score on EVERY
job.” He meant that every job had to show a solid profit. These
were REAL people, not examples that I’ve made up.
Who was right? Well, both of them went out of business; one with
a bang and the other with a whimper. I agree with both, kind of.
If you have a rare and in-demand product or service, you should insist
on getting paid well for every job. If you are not in that position, you
probably don’t have the luxury to “score” on every job.
Your price for any given job should be all that the market will
bear. If you are providing an extraordinary value for your customer,
you should reap significant benefit from that. If, because of your
knowledge of the customer’s work, you can produce it at lower cost,
you should keep that differential for your company. If you are faster
than any of your competition and that speed has value, you should
charge for it and keep that premium for your company.

Should You Ever Discount?
The truth is that you will almost certainly have a mix of work.
Some high value, some average value and some that is pretty much
commodity work. You should “score” when you can because there
will be lots of times that you can’t. If you can fill your shop with
high-profit work, don’t take any commodity work.
Because of the high fixed-cost structure in printing, you should
think like an airline. No butts in seats? No money. Your “seats” are
the hours in your BHR model.
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Let’s start an airline. “Printing Air” has one plane that flies one
route once a month. Our plane has 6 seats. It costs us $6,000 in
fuel and direct labor to fly the route. SG&A is $72,000 per year
which also works out to $6,000 per trip. Our fully loaded costs are
$2,000 per seat, per trip. Should we ever sell a seat for cost or less
than cost?
Our regular price per seat is $4,000. When the plane is full, we
have $24,000 per month in revenue and $12,000 per month in
costs. We make a tidy profit of $12,000. But what happens when
the plane isn’t full?
In a month where we only fill 4 seats, we have revenue of $16,000
and our profit shrinks to $4,000. If we only fill 3 seats, our revenue
falls to $12,000 and our costs are still $12,000. Our profit shrinks
to $0.
In a month where we sell only 3 seats at our regular price, if we can
fill the other 3 seats at our breakeven cost of $2,000 each, our $0
profit turns into a $6,000 profit. Even if we sold those 3 seats for
$1,000 each at a 50% “loss” per seat, it would turn our $0 profit
into a $3,000 profit for the month. Periods of time have profits.
Sometimes incremental volume is important to absorb overhead.
However, if our price cut turns into market price and now we can
only sell all of our seats for $2,000 or less, then we are headed for
the dustbin of history. If our plane is always full at $4,000 per seat,
we should score on every job.
In your price strategy, especially when seeking growth, you may
have to competitively price outside your price- efficient areas to
move towards becoming efficient in that work. This is a risk and
should be done strategically. With the right strategy, it can be a
valuable approach. We had a customer like that at Classic. There
was a significant chunk of work that we knew we could make more
efficient once we got it in, and we did. It went from being break-even
to very profitable. We did this more than once. Sometimes we were
wrong. When we were wrong, this work left the shop pretty quickly.
The old adage, “if you’re winning all the time, something is
wrong,” is still true. This is especially true if you win most of your
quotes, but your profits are low or non-existent.

Value Added as a Component of Pricing Strategy
Now that we have corrected, allocated and modeled our hourly
rates, we need to set a price that will maximize our profitability
while not losing the work to our competitors. If we are going to fill
the plane, which jobs should we fill the plane with? Not all jobs are
created equal. Is any $50,000 job as good as any other $50,000 job?
When I am making a pricing decision, I want to know the Value
Added created by any given job. In this example, we have accurately
calculated our costs.

Job 1

Job 2

Job 3

Job 4

Sales

$50,000

$50,000

$40,000

$2,000

Paper/Materials

$10,000

$5,000

$19,000

$200

$0

$25,000

$0

$0

$40,000

$20,000

$21,000

$1,800

80%

40%

53%

90%

$15,000

$5,000

$5,000

$500

Indirect Factory
Allocated

$7,500

$2,500

$2,500

$250

SG&A (Overhead)
Allocated

$3,750

$1,250

$1,250

$125

Outside Services
Value Added
Value Added % of
Sales
Direct Factory

Indirect Costs
Absorbed

$11,250

$3,750

$3,750

$375

Fully Loaded Cost

$36,250

$38,750

$27,750

$1,075

Net Profit

$13,750

$11,250

$12,250

$925

Why is Value Added so important in pricing? Because it represents
the money that I can use to pay for things below the Value Added
line. If I don’t sell this job, I don’t get that money. If I don’t sell
this job, which of these costs go away? I’ll argue that the ONLY
costs that go away on any job we lose are the Total Materials/
Outside Service costs. It can be argued that some Direct Factory
costs are variable, but they are not variable unless you sell those
hours to another customer.
A properly loaded plant generates profits. A poorly loaded plant
does not. We always looked at breakeven Value Added, never
breakeven sales. We knew that until we hit our breakeven VA, that
month would show no profit. Once we did hit our breakeven VA,
we could count on keeping about 70% of every dollar above that,
as all our fixed costs were paid. Sales could be all over the map and
not predict profitability. VA was our key indicator.

Putting It All Together
Factors to consider beyond VA? How much of this is done in-house
and how much is purchased outside? Buying paper and selling it to
a customer does not absorb overhead. Prep does, as does bindery
and every other process that your permanent employees do. Need
$10,000 in temp labor? That’s out of pocket.
How risky is this job? In my mind Job 2 is very risky. If the outside
service is done to “acceptable” market standards but you have a very
unreasonable customer, you could eat that whole expense. Job 1
has the least risk. Low out-of- pocket cost and all the direct cost is in
house. If you eat that, you are in control of the mitigation.
How desirable is the customer? I wouldn’t even take Job 4 from a
customer that has a low lifetime value to the company. So what if
the profit is high as a percentage of sales. It absorbs almost no cost.

If this is my premier customer that spends lots of money with me
annually, of course I’ll take the job and even discount it if that is a
politically astute move. Heck, if they want their tires rotated, we’ll
do that, too. But not for one time or low value customers. Hot
prospect? Yes. But it is easy to fool yourself on the prospects. Be
honest with your evaluation of their potential.
Looking at profitability only, Job 1, Job 2, and Job 3 look to be
pretty close to each other in value. They are not.
If I don’t land Job 1 I have hurt the company because it makes a
significant contribution to paying overhead. Not just the $11,250
shown but the $15,000 in Direct Factory too, because if I don’t sell
that time to someone else, it goes up in a puff of smoke.
So which of these jobs might I consider discounting if market
intelligence says I must to win it? Job 1. If I have to discount it by a
few thousand dollars it is still the most valuable job in the chart.
Are we busy? Less discounting. Are we hungry? A little more
discounting for the right kind of work. I’m never hungry enough to
discount Job 4 unless it’s for my best customer’s CEO’s daughter’s
wedding reception.
More stuff to consider: Pricing discipline is important because
you always face temptations. Yielding to temptations can look like
a smart move because sometimes it is. You can have a Snickers bar
today, but you can’t have one every day. Things that can be either
smart or dumb include:
• t ake overhead out of the cost to win a job that covers labor in a
very down month
• a dd no markup to costs to win a first job with a new customer,
planning to work to profitability later
• r educe the price of a large project far below target because it is
ongoing “base work”
•p
 ut forward a price that will win the work, so the customer does
not get to sample a competitor’s capability
Each of these can make sense as one-offs in special circumstances,
but a steady diet of these is dangerous.
An appropriate blend of high-value and medium-value and yes,
some low-value work, that utilizes every single hour in your
Budgeted Hourly Rates is more likely to earn you a respectable
profit than turning down anything that’s not high profit (unless
you have a unique and defensible niche) or selling every job at a
low price (unless you are uniquely qualified to produce this work at
the lowest cost in your market).
Is it simple? No. Is it easy? No. You know your company and
customers better than I do. Use this as information and make a
solid decision about how it should impact your personal strategy.
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Member News
Landers Appointed Director
of Operations for Classic

Classic recently announced the
appointment of Andy Landers as Director
of Operations. Landers, a graduate of
Appalachian State University’s Graphic
Communications program, joined Classic as an intern in
2005 and quickly moved into leadership and management
roles at the company.
“Andy is a talented operations leader with years of managing
complex projects for Fortune 500™ accounts. In his role
at Classic he will oversee all aspects of manufacturing,
incorporating lean principles, ISO directives and creating
an atmosphere of continuous improvement. Andy will
lead the company into its next phase of growth,” said Bill
Kwaitkowski, Senior Vice President of Operations. “Andy has
one of the best analytical minds in the company. Throughout
his career, he has been assigned the most difficult project
management challenges and has always exceeded
expectations. He is highly skilled at driving client satisfaction”,
“He is one of our best at managing people, aligning
stakeholders, and creating an understandable vision.”

Cunningham to Lead BindTech
Global Business Development

BindTech has named Aaron Cunningham
to lead their Global Business Development
and Sales efforts for the BindTech family
of businesses. He will be representing
BindTech, Roswell Bookbinding, and PSSC.

Classic Appoints Joe McCready
as Senior Vice President of Sales

Joe McCready has been named Senior Vice
President of Sales at Classic. With 10 years
of success in managing national accounts,
McCready will report directly to Bill Reeser,
Chief Customer Officer, The Imagine Group. He will serve
as part of a four-member executive leadership team in
Charlotte, NC.
A graduate of Clemson University, Joe holds an Advanced
Project Management Certificate from Stanford University
and is a student of business principles.
“He is a talented leader who led a team of 11 people
responsible for total client relationship, at multiple levels,
within a Fortune 50 environment. Joe is well versed in
every aspect of client integration from design to custom
development. He has proven ability to build strategy around
vision, constructing human resources and infrastructure
to achieve results. In his new role, Joe will be responsible
for integrating the selling structure for The Imagine Group,
creating a world class service model, and identifying
offerings that are important to clients,” said Teresa Jaynes,
Vice President of Account Development. “Joe’s expertise
is essential to our continued growth. His ability to drive a
vision to success, is remarkable. Joe is a strong, dynamic
leader, who will shape the future of our company.”
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Systel Adds KM1 to Printing Division

Systel’s Printing Services division in Greensboro completed
a recent technology upgrade, adding a KM1 digital UV half
size press. This positions the print services division as a
backup should your Systel Business Equipment service
contracted device go down. It will serve as your backup
provider, charging your contracted service rate plus paper,
while Systel gets you up and running again.
Systel is an authorized dealer for Konica Minolta, Ricoh,
HP and Lexmark products in all 100 counties of North
Carolina, with products including production print, midrange office products, printers, wide format, white boards
and various software programs to enhance your office
automation. Check them out at www.systeloa.com.

Terry Mills to Retire from Komori

Komori America announced that industry
veteran Terry Mills is retiring September
30, 2020. Terry started his career in printing
selling printing press blankets. He moved into
equipment sales, starting with Miehle (which
became Man Roland) and eventually spending 16 years with
Komori. Terry has been a good friend to many people in the
industry. We wish he and Gail a wonderful retirement!!!

Lindenmeyr Munroe Now Serving Charlotte Metro
Lindenmeyr Munroe has expanded its service area to
include the Charlotte Metro area. Customers can expect
next-day delivery on any stocked products from their
Durham, Colonial Heights, VA or Hanover, MD facilities,
including premium paper, packaging, or wide format
products. For details, contact Jeff Schwarz at
(804) 814-7714 or Jessica Kirkman at (336) 736-7080.

Clinton Press Joins Salem One Family

Salem One recently announced that Clinton Press of
Greensboro is now part of Salem One.
“Clint Jackson has a great reputation for treating Clients
well with extraordinary attention to speed and detail,” said
Phil Kelley, Jr., President and CEO of Salem One. “We are
pleased to add the Clinton Press legacy to the Salem One
organization as we bring the strengths of Direct Marketing,
Packaging, Print and Logistics-based strategic solutions to
long time relationships.”
“For three generations, businesses and organizations in
the Triad have depended on Clinton Press for high-quality
print and mailing projects, with the confidence that they
would be handled with personal and caring customer
service,” Clint Jackson said. “We have worked diligently
to maintain this reputation for 75 years. Salem One shares
those same values, so it is a natural fit for us to merge and
combine our experience and dedication to the printing
industry. My grandfather and father passed along their high
expectations of Clinton Press to me, and I am honored to
extend that legacy to Salem One.”

Member News
Nikole Dunabeitia Named
Classic Director of Finance

After an intensive search, Classic has
chosen Nikole Dunabeitia as their Director
of Finance. Nikole possesses a wealth of
knowledge within engineered manufacturing
industries, as well as proven executive leadership skills.
Nikole will serve as part of a four-member, executive
leadership team in Charlotte, NC.
“Nikole is a highly skilled, dynamic financial leader with
20+ years of experience in international manufacturing,
operations, service industries, and Fortune 500™

CONGRATULATIONS

To Katie Mattson Craig, longtime
graphic designer for the PICA
publications, and husband Daniel
Craig on the July 12 birth of their
daughter, Harper Elizabeth.

accounts. In her role at Classic she will be responsible
for the overall financial planning, reporting, analytics,
and financial guidance, as well as work to establish
and strengthen reporting procedures, financial controls,
and operational processes. Nikole will partner with the
leadership team to lead the company into its next phase
of growth,” said Joe McCready, Senior Vice President
of Sales. “We are fortunate to have Nikole on our team.
She brings the experience required to achieve growth
while insuring our fiscal health. Her broad perspective is
invaluable. With Nikole in place, we have a strong leader
who will help us navigate integration of The Imagine Group
and shape future success.”

Condolences
To Dennis Poston of Southern Lithoplate and family on
the August 2 passing of Dennis’ brother, Mike.

Snyder Packaging Celebrates 95 Years

Snyder Packaging, Inc., a family-owned commercial printing and packaging
company in Concord, NC, is celebrating 95 years in operation. Founder
Raymond Snyder started the business in 1925 and, since that time, it has
evolved into one of Concord’s oldest family run businesses. Through hard work,
determination, and never losing sight of his dream, Raymond Snyder’s business
withstood challenges faced during the Great Depression and World War II.
While many owners closed their doors during those difficult times, Raymond’s
business stayed strong and presses were kept in motion printing stationary,
brochures, catalogs and business forms.
David Snyder, current company president, joined his father’s printing operation, bringing along his own dreams.
Under David’s leadership, the business has prospered and converted to packaging. With the addition of several of
David’s children and grandchildren, the business has seen four generations of the Snyder family.
Snyder Packaging Inc. employees are dedicated to creating an everlasting and positive experience. Employees at
Snyder are highly skilled and have great craftsmanship while using offset lithographic presses, die-cutting machinery
and automatic folding carton gluers to create high-quality work.
A number of employees on the Snyder team have worked for the family-owned business for years. This says a great
deal about how the Snyder family treats their employees. The Snyder family places emphasis on respecting and
showing appreciation to each employee while providing opportunities for them to advance.
Company president David Snyder is often visible within the production facility. Several workers reflect on times David
Snyder came out of his office and worked alongside them to get a job done. The spirit of teamwork, a key element at
Snyder Packing, has no doubt been passed down through the generations.
Growth is no stranger to Snyder Packaging. Through the years, the facility has seen expansion, not only in the
size of their facility, but also in the number of items they print, the number of clients they serve, and the number
of employees needed to meet the workload. While many of the company’s current jobs are done on a much larger
scale than those done back in Raymond Snyder’s day, the family-owned business is not known for turning away
clients wishing to have a small job done. This practice is just one example of what enables the Snyder family
business to thrive and remain well-respected within the community.
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September

15-17: 	Brand Print Americas
Rosemont, IL
15: 	Webinar: Organic Search
Engine Optimization
1:00-2:00 pm EST
23:

Virtual PICA Awards Banquet
12:00-2:00 pm EST

October

4-6: 	Print 20
Chicago, IL

October (continued)
5:

 arly Voting Begins in
E
South Carolina

15:

 arly Voting Begins in
E
North Carolina

20: 	2021 Postal Rate & Regulation
Proposed Changes
1:00-2:00 pm EST

November
3:

VOTE!

