By Barbara A, Pellow

H W M w{ Digital co.lor pFinting can be.proﬁtable, but
success in this market requires more than
making color prints faster and cheaper than be-

e shop more accessible via Internet interfaces, offer-
et ing simple software tools and templates for the
sofivwe re, novice user, provid‘ing digi.tal—gsset anc} content
management, and integrating into their clients
saryere and cu.stome'r—relatlonshlp—management solutions
with variable-data support.

&
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‘ Real-world business models

Depending on the printer’s target market and ap-
plication mix, the infrastructure investment can
be substantially greater than the original invest-
ment in digital color equipment. Printers moving
into digital need to consider the true cost of suc-
cessful market participation, not just equipment
and consumables costs.

Between January and July 2003, the Printing
Industry Center at RIT (Rochester, NY) surveyed
40 users of digital color technology to assess the
investment required to develop a successful busi-
ness model. Survey responses came from owners
and managers of companies of various sizes, who
had been involved in the digital color market for
various lengths of time.

The survey explored:

W Level of satisfaction with their digital color
investment

W Print applications provided to clients

B Value-added services offered to differentiate
print solutions

m Staffing levels and skills required to optimize
the digital color investment

fore. The high-growth digital color providers offer
value-added services, including making their print

Digital market segmentation Fully

customized

Customized communications

Internet

i il on-demand
ommercia services

print/
supply-chain
management

Quick print/

Investment level

in-plant
print shops

Market focus

Gerry Castaneda operates an HP 3000 press at Info-
Comm, a division of the Wagner Gos. (Chicago). See
www.infocommprint.com.

m Technology—printers, RIPs, software and
proprietary solutions.

Four clear market segments and investment
levels emerged from the research:

1. Quick printers and in-plant printers

2. Commercial print/supply-chain management

3. Customized Internet on-demand services

4. Fully customized communications.

The level of investment was directly correlated
with the printer’s target market and application
mix, and the majority of respondents were satis-
fied with their overall digital color business results
within their chosen market segment.

Quick printers: limited local investments
Quick printers acquiring digital color equipment
have focused on the delivery of cheaper, faster and
more colorful documents through retail store-
fronts. The application mix—primarily business
cards, stationery, presentations, proposals, and
short run, on-demand manuals and brochures—
requires a limited investment in infrastructure at
the local franchise level. In this retail-centric mar-
ket, most quick printers have digital color copiers
ranging from 12 ppm to 60 ppm and the associ-
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ated RIP technology. The quick copy center will
also typically provide an array of finishing capabil-
ities not otherwise accessible to the customer.

The average franchisee does not have any sub-
stantial I'T staff support. Based on interviews with
Sir Speedy (Mission Viejo, CA), Kinko’s (now
owned by FedEx) (Dallas) and Triangle Repro-
center (Princeton, NJ), most local shops spend
about $0.10 on infrastructure for every dollar
spent on digital color printing equipment. The
corporate headquarters makes the technology in-
frastructure investments that set the stage for what
can be provided locally. The local manager gener-
ally cannot afford to evolve to a more service-
centric, digitally enabled market model.

Franchise production hubs

Most quick printers don’t produce every part of
every product they sell. Much of it, from ther-
mography to pocket folders, is brokered.

Organizations like Signal Graphics, owned by
Sampa Corp. (Englewood, CO), have made a deci-
sion to minimize the retail-storefront investment
and instead set up production hubs to aggregate
manufacturing capacity. Signal Graphics franchisees
emphasize customer acquisition and retention
rather than the ability to manufacture all things for
all people. Most Signal Graphics Business Resource
Centers have digital black-and-white copiers, a digi-
tal color copier, computets and bindery equipment;
more expensive offset printing equipment is housed
at a Denver hub. The company plans to add pack-
aging and shipping, as well as other services, to cre-
ate a profitable fulfillment center.

Sir Speedy, for its part, has extended its cus-
tomer reach with SirSpeedy.com, which averages
more than 1.5 million hits per month. The web-
site offers online proofing, credit-card processing
and online reporting for major accounts. Sir
Speedy also released a new e-commerce solution,
MyDocs, which accounted for more than 7,000
new customers in 2002. MyDocs lets users store
frequently ordered documents in a secure online
catalog for fast ordering. Business cards, sta-
tionery, presentations, manuals and brochures are
available electronically 24 hours a day, seven days
a week, using a login and password.

In-plant: limited variable-data demand
The in-plant market is secing demand for short-
run color climb. Emphasis is on quality, speed,
price and convenience. Initial technology invest-
ments include digital color copiers, primarily sup-
plied by Canon and Xerox. Key software services
include electronic file transfer; ordering, estimat-
ing and inventory management; proofing; and de-
sign, imposition, trapping and preflighting.
According to a 2003 survey conducted by 7n-
Plant Graphics magazine, out of 273 locations,
only 12.5 percent of respondents offered Internet

services and 10.5 percent handled data center/IT
printing with variable data.

Typical in-plants see variable-darta printing as
difficult to implement and view it as having far
less market demand than initially anticipated.
This equates to a limited investment in infrastruc-
ture, with the primary emphasis on file-transfer
support for end users, digital color copiers and

RIP technology.

Digital storefronts
Because of its need to service multiple end users, in-
plant shops typically invest approximately $0.30 in
infrastructure for every dollar spent on digital color
equipment. This is starting to change, however.
Georgia Perimeter College (Clarkston, GA) recently
added an HP Indigo 1000, as did Duke University
(Durham, NC). Louisiana State University (Baton
Rouge) and the World Bank (Washington, DC)
have added NexPress 2100 units to their equipment
portfolio. Their goal with these investments: to stop
having to print color pieces offset and then assem-
bling them into a kit after they are ordered. In-
plants want to start building
the kits electronically and
printing them digitally, to
save on outsourcing and
labor costs. They are begin-
ning to build “digital store-
fronts” where customers can
request sales collateral online
and have it personalized and
printed at the time of order.
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Commercial printers
and the supply-
chain connection
Traditional commercial printers often initially
focus their digital-color investment on short-run,
quick-turnaround, on-demand jobs. They empha-

size delivery of “virtual litho” quality with digital

A Ortoney oy

The Great Lakes (0s.”
homegrown online
system offers supply-

color technology. Simple replication of the same chain management that
image is cost-effective for runs of up to 500 A3 supports their litho and
sheets (1,000 product sheets, 3,000 postcards, etc.).  digital print business.

Inline collation and two-sided printing allows
these printers to run complete booklets or binders of
muldiple pages as fully collated “sets,” delivered off
the press ready for trimming and finishing. Many
companies in this segment have added online access
to marketing support materials and a document
darabase for repetitive print-on-demand capability.
The objective is to become an integral part of the
customer’s supply chain for marketing materials.

Firms like Great Lakes Cos. (Cleveland) and
LaVigne Press (Worcester, MA) began with a focus
on commercial print, but over time have added
digital color technologies. They have blended
short-run color with supply-chain-management
capability for sales-support materials. LaVigne
Press reportedly offers “a whole new way to look at
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Digital printers
have found
success by

offering clients
comprehensive
marketing
programs that
maintain overall
brand integrity but allow
customization at the
regional or local level.
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printed collateral.” The user can version, proof,
ship and track jobs through an online system, 24
hours a day, from anywhere. Requested materials
can be printed on traditional offset presses or on
LaVigne’s HP Indigo digital color press.

The Great Lakes Cos.” AKSESS system pro-
vides document management, kitting, fulfillment
and distribution, all of which have supported the
traditional lithographic business. The printer pur-
chased a NexPress 2100 in January 2003. In less
than six months, the digital press was running a
shift and a half a day and delivering profits. “We
had already developed the customer-facing appli-
cations to facilitate the process,” explains chief
technology officer Dean Hanisko. “Based on the
range of traditional services we offer, Great Lakes
has strong relationships with customers. We were
providing them with everything but digital color.
The addition was natural.”

Overriding value proposition
The overriding value proposition for online print-
supply-chain management includes content cur-
rency, inventory management and reduced inven-
tory obsolescence. For the print service provider,
integration into the client’s supply chain means a
substantial increase in customer loyalty due to the
investment the client has made with the printer.
Based on the long-term history of these firms,
significant infrastructure was already in place for
finishing, fulfillment and distribution. LaVigne
Press worked with Printable Technologies (Solana
Beach, CA) to facilitate the customer-interfacing
software; Great Lakes developed AKSESS inter-
nally. On average, for every dollar these printers
spent on equipment, another dollar was spent on
additional infrastructure, including software and
staff support.

Internet on-demand services

Internet on-demand services ideally are Web-to-
print marketing tools that allow corporations to
create high-value, customized marketing collateral
while reducing costs and maintaining brand
image and integrity. These systems provide an
easy-to-use browser interface that enables sales,
marketing and customer-service departments to
customize collateral to specific groups, then per-
sonalize them with the recipient’s information
from a database. For national corporations, local
marketers ensure the content is relevant to market
characteristics and nuances.

Fast-growing digital service providers, such as
Lexinet (Council Grove, KS), are finding that this
market model really works. Based on their direct-
marketing backgrounds and technological under-
standing, Dan Adler and Lisa Boyer joined forces
in 1991 to establish their own company. They
wanted to deliver “on-demand” direct-mail pro-
grams that were dealerized, personalized and lo-
calized for any number of users—regardless of
their location—and could be managed via the In-
ternet. The company uses a combination of Xerox
DocuTech and DocuColor equipment to produce
custom-built materials for large insurance and real
estate firms with outside agencies. The model is
paying off. In 2002, revenues were up 34 percent.
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Fully customized communications
RT Associates (Arlington Heights, IL) realized
comprehensive marketing programs that users
could customize were key to business expansion.
Founded in 1982, the company specializes in dig-
ital printing, prepress, photography and creative
services. Combining Agilis variable-data software
from Saepio (Kansas City, MO) and the NexPress
2100, RT Associates developed a solution that en-
gages local marketers in the creation of content.
United Stationers (Des Plaines, IL), the largest
wholesale distributor of business products ranging
from office supplies to furniture, partnered with RT
Associates to develop its direct-marketing and sales-
collateral-management program, “Star Club.”
Whether they were a small, family-run business or a
$250-million-per-year dealership, United Stationers
realized its dealers were too busy to create direct-
marketing programs. Resellers needed a way to pro-
duce timely, affordable and customizable marketing
materials. RT Associates delivered a Web-based so-
lution that gave dealers templates to produce one-
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to-few and personalized materials at a local level.
These applications contribute to a 23 percent
year-over-year growth rate for RT Associates.

To support this level of application develop-
ment, these firms invested heavily in infrastruc-
ture. In most cases the firm spent a minimum of
$2 on technology infrastructure and support for
every dollar invested in digital-color technology.
Programming resource was essential to success. A
minimum of 10 percent of the employees in these

firms had IT backgrounds.

IT help for CRM

These printers” I'T services support their clients’
customer-relationship-management (CRM) ini-
tiatives. They have the ability to build documents
that include variable text, pictures, graphics and
bar codes, and to merge data. Using conditional
logic, the dynamic documents are created where
the entire layout varies with the input, rather than
a “one-size-fits-all” document. (For example, if
the recipient is female and over 30 years of age,
the variable-data program would insert paragraph
one and graphic three; if the recipient is male and
less than 45 years of age, perhaps paragraph 12
and image five would be used.)

These companies have invested in high-speed
digital color print technology, as well as the capa-
bilities to provide electronic distribution. This en-
ables documents to be published as printed pages
and/or as e-mails, Web pages, PDF documents,
SMS messages, XML files and faxes. The value
proposition for their clients is maximization of the
return on marketing dollars. In addition, they
often provide consulting services, such as data
mining, to help clients find the most appropriate
target segments.

Customer-created ads

Rastar Digital Marketing (Salt Lake City), a digi-
tal printing and database-marketing specialist, has
targeted the automotive industry for its digital-
print services, working with auto dealerships on
both customer acquisition and retention pro-
grams. Through data mining, Rastar helps dealer-
ships identify “high-profit” customers in their
primary market area and builds a communications
program that reaches them individually. Three
personalized, full-color pieces are then sent out
over an eight-week period to drive traffic into the
dealership. These communications pieces intro-
duce the dealership to the prospect and offer cur-
rent service specials along with an incentive to
those in the market for a new vehicle. As soon as a
prospect responds or comes to the dealership, he
or she is immediately enrolled in a one-to-one
marketing program. Lexus website users who cus-
tomize a car’s colors and features online, for ex-
ample, will later receive a personalized brochure in
the mail, featuring their selected design.
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Information entered via this website later populates a
brochure template with elements personalized to both
the recipient and dealer.

The mailings are Internet-template driven, so
the dealership can add unique information about
their specific location, including text, photos and
special offers. Once the prospect is converted to a
customer, Rastar works with the dealership on
customer retention. The program incorporates
service offerings as well as incentives for purchase
of the next car. Rastar has leveraged HP (Palo
Alto, CA) Indigo technology to produce these
variable-data campaigns. Blending Internet ser-
vices, comprehensive data mining and variable
data has also had a strong impact on Rastar’s earn-
ings—2002 was a year of double-digit revenue
growth for the company.

Getting personal

Prudential is a key customer for Royal Impres-
sions (New York), a company that specializes in
sales and marketing communication using both
digital and offset equipment. A critical compo-
nent of Royal Impressions’ business is success
with 401(k) plans for large corporate clients. Fac-
ing challenging financial markets, Prudential
sought marketing techniques to increase its base
of corporate 401 (k) clients as well as help existing
clients maximize employee participation.

Royal Impressions helped Prudential develop a
solution that was personalized to each individual.
The result were financial advisory reports and
401(k) plans combining personal information rel-
ative to individual income, age, and marital and
family status with a recommended monetary con-
tribution. Full color aided comprehension. Royal
Impressions mailed the document to the individu-
als’ homes on behalf of Prudential. Because infor-
mation in the statements was highly confidential,
the job required 100 percent accuracy.

The customized approach attracted new corpo-
rate customers to Prudential, and existing corpo-
rate customers also increased participation. Royal
Impressions doubled its digital revenue growth
through this program.

How to profit
from digital
print

How can print service
providers and equipment
vendors promote greater
digital color profitability?

1. Emphasize your
profitability strategies
rather than cost per
sheet

2.Vendors can offer
easy implementation
tools to assist customers
with more advanced
applications, including
Apptication Service
Provider options that give
printers the ability to
“rent” infrastructure

3. Make sure your
business plan budgets for
the true costs of related
infrastructure.
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As
application
complexity

rises, so, too,

does the cost of
implementation. These
401 (k) materials (above)
combine color with per-
sonalized information
based on recipient
income, age, marital
status and more.

As application complexity climbs, so, too, does
the cost of implementation. Firms delivering ap-
plications at the highest Levels of complexity in-

dicated that for each dolllar spent on digital
color equipment, it cost between $2 and $3.50
to support the application.
These companies required pro-
grammers on their staff. They
also inviested in marketing spe-
cialists that could “talk the
talk” of the corporate market-
ing executive.

The firms that were typi-
cally delivering Internet on-
demand applications and fully

customized communications
were relatively new to
the world of printing
and publishing. These
companies had a vision
and adequate funding
to support their vision:
"The investment in in-
frastructure clearly de-
livered results for these
companies.

IT investments

Across all firms surveyed,
the average level of invest-
ment tended to be $1 on
infrastructure, which can
include networking, software, server technology
and support, for every dollar spent on digital-
printing equipment. The fastest-growing estab-
lishments had the highest levels of investment in
infrastructure. These operations had a strong In-
ternet infrastructure and were focused on delivery
of either Internet on-demand services or fully cus-
tomized communications.

The most successful digital printers also under-
stood that information technology (IT) was becom-
ing a driving force in the world of printing and pub-
lishing. Across all firms interviewed, eight percent of
the total employee base consisted of I'T profession-
als, including database, hardware and networking
experts. Firms that had implemented an Internet
on-demand or fully customized communications

model, on the other hand, employed a higher per-
centage of I'T professionals as part of its staff.
Finally, the average digital color print volume
was significantly higher per month for firms that
had implemented an Internet on-demand or fully
customized communications model than others
that invested in their supporting infrastructure.
Monthly impression volumes exceeded one mil-
lion for firms with a combination of good infra-
structure and a solid base of I'T professionals.

Key digital-print considerations

Based on these findings, printers must consider

some key issues as they evaluate the most appro-

priate digital-printing technology for them:

# Identify the target market and application
mix. The printer can then assess the real level
of investment required to meet that market’s
needs.

m All four digital-color business models hold
value. Quick printers and in-plants deliver
convenience, fast turnaround and qualicy
color. The supply-chain-management model
emphasizes taking process cost out of collateral
production. Internet on-demand service
providers are moving the power of personaliza-
tion into the hands of the agent or franchisee
while protecting the corporate brand. Fully
customized communications are yielding mar-
keting ROI. The print service provider can mi-
grate up the value chain over time as part of its
overall strategy, ultimately deriving greater rev-
enue from more advanced services.

B Expanded service levels integrating database
supply-chain-management, Internet customer-
interfacing applications and documentation
are linked to high-revenue growth potential.
This requires support infrastructure and ap-
propriate I'T staffing.

Invest for digital success

Digital color isn’t simple: It takes hard work, exper-
tise and an infrastructure to deliver growth. But
successful users like Rastar Digital Marketing, Lex-
inet and Great Lakes Cos. have proven there is real
profitability associated with digital color, ifprop-
erly implemented to meet the needs of customers
and aligned with the capability of the digital service

Relationship between annual growth
and infrastructure and IT focus

provider. If you're investing in
digital color printing, make sure
that your business plan reflects
the true costs of building a suc-

cessful business.

Firm 2002 annual Ratio of technology Number of Percent of o , e

growth T:r;astru':tu:te (Ii'r‘nv:cs)ltlz‘:s';t employees vzmplll"’ﬁg:s Barbara A. Peliow serves as admin-

e istrative chair of RIT's (Rochester,
RT Associates 23% 35:1 62 10% NY) School of Print Media, where she
Digital Marketing 30% 21 65 20% is the current Gannett professor of
L83kt 349% 9.1 40 305% printing and publlshmg Contact her
) at bapppr@rit.edu.

Royal Impressions 41% 3.5:1 50 22%
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