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1. Introduction and acknowledgements

Introduction

This is the final report of the two reports in this benchmarking initiative on behalf of the
Printing Industries Association of Australia, which was funded by the Department of Industry,
Tourism and Resources under the Infrastructure and Industry Growth Fund of the Book
Production EPICS Grants scheme. The consultants responsible for the report were
Benchmarking PLUS and Negotiaction.

The first report dealt with quantitative comparisons of performance (“Performance
benchmarking”) between approximately 170 print enterprises and various sectors within the
printing industries. That report established authoritative data regarding relative performance,
and showed that there was a wide divergence between the best performing enterprises and the
worst. It also gave some leads regarding key drivers of performance, and characteristics
typically displayed by top performers.

This report deals more with practices than key performance indicators (“KPIs”). As such it is
complementary to the first report. This report takes a more focussed view of the practices of
leading enterprises (”Process benchmarking™). Four areas of activity or topics are covered:

Winning and keeping profitable business

Finance: making effective decisions on investment in equipment
Achieving effective utilisation of production technology
Minimising overs and spoilage
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These were chosen after careful consideration and consultation with selected industry
representatives; for their importance in the current climate facing the industry, and their
combined coverage of the activities of an enterprise in the printing industry. They were not
intended to cover all of the aspects that a printing industry enterprise has to consider in day-
to-day or year-to-year operations.

Section three of this report outlines the process we adopted to uncover the practices (“leading
practices”) that are profiled in this report, in particular:
1 How the topics were selected;
¢ How the enterprises that were to be the source of the leading practices were selected;
1 How the practices that are profiled, were selected from all the other practices adopted
by such enterprises.

Section four provides a brief profile of the enterprises that were selected as the source of such
leading practices. They were selected because it seemed they had something worthwhile to
offer in the topic for which they were chosen.

We must emphasis two points in this respect:

q There is no representation that they are the best in the topic for which they were
chosen. However there was evidence that they did what they did very well.



 Because an enterprise was chosen for one topic, it did not mean that they had very
good practices in any of the other topics. They may have, but for the purpose of this
project it was not a consideration.

The objective of our approach was to select the best practices we could find, wherever we
could find them. And by so doing, an amalgam of practices would emerge that collectively
would represent a major step forward when compared with the same set of practices in the
majority of print enterprises.

Section five of this report, the appendix, and the attachment, contain our findings. These are
provided in three different forms and levels of detail:
A summary view (Section 5.1)
q Details of the information we gleaned from our visits (‘Collated visit reports’, which
are to be found in the Appendix)
1 A matrix of leading practices that is designed to be used as a wall chart, hence visible
on an ongoing basis in the workplace.

The findings are meant to serve as a source of ideas and inspiration for all enterprises in the
industry. We hope that will prove to be the case.

Finally, the term ‘leading practices’ needs some explanation. It is meant to describe practices
that are more than likely to be worth emulating, not slavishly but with adaptation to the
particular circumstances of the reader. Naturally there is nothing intended to be prescriptive
in this comment. We avoided the term ‘best practice’; in the experience of the writers, best
practice is a very elusive concept — one never is certain when one has found it, and if one has
there is likely to be a better practice that appears before too long. Better to choose a term that
promises less but still delivers something very worthwhile.
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2. Executive Summary

This report contains the results of a project to identify ‘leading practices’ as a source of ideas
for enterprises in the printing industry. They arise from a careful selection of four topics of
interest, careful preparation, and extensive site visits to 14 selected enterprises.

In most cases the enterprises that were visited were from the printing industry, but three were
selected from outside the industry for insights they could offer. Further detail on the process
by which this project was conducted appears in the body of the report.

The leading enterprises we examined, as a group display the following characteristics. These
are set out in major topic areas:

Winning and keeping profitable business

1 They keep focussed externally, on the economic, technological, and competitive
environment around them.

1 They have developed a clear view of where they fit in that competitive landscape: the
markets they serve most competitively, the type of customer they relate to best, and
the nature of the offering they make to these customers.

¢ They go to considerable lengths to understand their customers’ perceptions of value
and their own costs, so that they can be confident the offerings represent profitable
business to them as well as value to their customer.

1 They present their service offerings to their major customers as packages of value,
rather than a keenly priced commodity.

These practices provide them with a basis for an ongoing relationship with these key
customers and less reliance on price sensitive, competitive tendering.

Finance: making effective decisions on investment in equipment

q Their decisions on investment in capital equipment are guided in the first place by
their understanding (noted above) of their place in the market.

q This is supported by a business plan, and an annual budget that possibly includes a
budget for capital equipment acquisition.

1 They follow a set procedure in deciding whether to invest. This procedure ensures
that all disciplines — technical, sales, and finance — work as a team to make a thorough
evaluation.

1 The procedure involves calculation of specific KPIs and hurdles such as:
o KPI: - payback period. Hurdle: - less than 4 years
o KPI: - incremental return on assets. Hurdle: - greater than 20% per year



When calculating the KPIs, careful considerations are taken of likely source and
volume of future revenue, all costs, and operating life .

They have a well-defined basis for selecting between alternative vendors; generally
the quality of support during commissioning, and then over the life of the equipment,
is very important.

They have a preference for how to finance the equipment acquisition, and a basis for
choosing between alternative means of financing. The alternative each have a
different cost and risk outcome. Alternatives:

o Cash,

o Debt funding, eg bank loan,

o Finance lease

o Operating lease.

They rarely invest in the expectation that business will flow to them because they have
new technology. More likely it is to produce at a lower unit cost than is currently
possible, or to gain or maintain business with key customers.

These practices enable them to invest in equipment that will provide them with a return on
their investment, and avoid investment decisions that do not. Some commented that where
they had departed from these practices, more often than not they regretted it in hindsight.

Effectively utilising technology

They define utilisation as the volume of good output over an extended period such as a
month or a year.

This broad definition encourages them to consider all relevant aspects impinging on
effective utilisation.

Hence they work on a variety of aspects to ensure they get the most from their
technology. These include:
o Shift patterns,
short make ready times,
effective production planning and maintenance,
careful measurement and reporting of performance, and
involvement of staff at all levels to work in support of the objectives.
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Minimisation of waste

1

1l

As they do for utilisation of technology, they also define waste very broadly. Overs
and spoilage are two aspects, but excess capacity and excess inventory are two other
examples.

Hence they utilise a variety of practices to bear down on waste and persistently work
at reducing it. Some are set out here; others appear in the remainder of this executive
summary:

o Control of issues of paper stock to individual jobs,

o Dback costing of jobs,



o follow-up of variances between estimated and actual cost, to ensure the reasons
are known and avoided in future.
People

1 They work hard to establish a culture where people feel actively committed to
working as a team towards the enterprise goals.

1 Rewards play a part, but it is small in financial terms and has more importance as a
symbol of recognition for effort.

 More important is open and ongoing communication with operators, about objectives
and personal and team performance

Measurement and reporting
{ Measurement and reporting have an integral role in assisting to manage the enterprise.

q This ranges from annual updates of business plans and budgets, down to short term on
demand performance information for staff at all levels and in all roles.

 Specific KPIs and targets are set for each aspect measured, and these form the basis
for regular evaluation of performance. Examples of KPI / (interval between reporting)
include the following:
o Average make-ready times / (by operator, each shift)
o Productive time as % of total paid time / (weekly)
o Value of wastage incurred / (monthly)

1 Management and staff review and discuss the performance reports, often in joint
meetings at the staff workplace.

q There are three key roles for such measurement and reporting;
o as atool to encourage staff involvement,
o as reassurance that performance is meeting expectations, and
o as a guide to where problems and opportunities for improvement may lie.
Improvement

q The leading enterprises are never satisfied with the status quo.

 They are always looking for means of improving their chosen market position, and
working towards implementing them.

 The practices outlined above assist them in doing so.

Conclusion



These practices provide a powerful set of practices that can lead to improved business
prosperity, particularly if taken as a whole, but also if adopted a section at a time. We
commend you to the greater detail contained in the body of the report, and trust you will find
something of value for you there.



3. Our Approach

3.1 How we defined the topics

3.1.1 Initial choice of process benchmarking topics and working arrangements

We chose four topics (or ‘business processes’ or ‘key aspects of business’) for process
benchmarking, in accordance with the terms of reference for the project. It was clear that in
four topics we could not cover the total scope of activities that a printing industry enterprise
has to consider in staying competitive and prospering. What we had to do was choose topics
that had major current relevance, and covered as much of the scope as possible, without
losing impact through being too broad in our coverage.

Based on the views of our reference group, our own knowledge of the issues facing the
industry, and analysis of the results of the performance benchmarking, we drew up a shortlist

of topics for consideration by the reference group.

The shortlist is shown in Exhibit 1.



EXHIBIT 1

Short-list of proposed topics for process benchmarking
Process 1. Minimising overs and spoilage, e.g.

Leading practices for set-up processes
Minimisation of overs

Minimisation of spoilage

How to deal with associated productivity issues
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Process 2. Winning business, e.g.

Effective marketing practices

Effective sales practices

How to maximise customer loyalty and retention
Performance monitoring and management tools
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Process 3. Managing occupational health & safety, e.g.

Health & safety organisation

Workplace hazard identification tools

Training practices

Rehabilitation practices

Performance monitoring and management tools
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Process 4. Achieving effective utilisation of production technology, e.g.

1 Ensuring technology is competitive/ up to date

¢ Avoiding over-investment in capacity

1 Leading practices for technology selection/ acquisition/ maximisation of utilisation/
divestment

9 Machinery sharing / joint venture production approaches

Process 5. Management of IT (management information systems), e.g.

§ Leading practices for MIS selection/ installation/ training/ ongoing usage and support
1 Software and hardware

Process 6. Financial management, e.g.
1 Leading practices for management of debtors, creditors, & inventory

1 Leading practices for job costing and quoting
¢ Leading practices for evaluation of investment in equipment and machinery

Each member of the reference group was asked to select their four preferred topics and rank
them in order of preference. The two major criteria were that:

q Each topic chosen should be of major significance for the industry;



q The four topics as a group should cover a reasonable broad spectrum of the different
aspects of running a printing enterprise.

After some discussion the following four area of focus were chosen:

Winning business

Minimising overs and spoilage

Achieving effective utilisation of production technology
Financial management
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Once this choice was made, we asked four members of the reference group if they would be
responsible for forming a team of industry people with our assistance, to conduct a process
benchmarking study on one of the four topics.

As a result, four teams were formed, and for reasons of logistics, capability of taking on the
work involved in process benchmarking, and spreading the workload, teams were formed
from senior representatives of enterprises based in:

NSW / ACT (Winning business)

QLD (Minimising overs and spoilage)

SA / NT (Achieving effective utilisation of productive technology)
{ VIC (Financial management).

E ]

3.1.2 Refining and focussing the four topics

When each team was convened for the first time, we worked through their topic with them.
We explained that some of these topics were very broad, and that to be able to select
appropriate benchmarking partners and get into enough depth to produce worthwhile outputs,
the central focus of topic had to be further defined.

Where possible we wanted the four topics to complement each other, so that the lessons as a
whole were integral rather than disjointed.

As a result each of the four topics was defined as follows:

Winning business
The essence of this process is winning and keeping profitable business. Enterprises who are
able to identify a market and type of customer that suits their own capabilities to offer
superior service, and who are able to identify a method of providing better value to such
customers, are more likely to enjoy:

q Longer term relationships with their chosen customers

q A greater degree of freedom from competitive pressures that focus on price

q Asaresult, better margins and sustainable profitability

Achieving effective utilisation of production technology
The essence of this process was gaining maximum utilisation of the current investment in
productive equipment. So aspects such as the following are especially relevant:
q Shift patterns;
 Minimising make ready times (or in other industry sectors “product changeovers’);
q Effective production scheduling



Effective equipment maintenance

Using outside production capacity to cope with peaks

Involvement of staff in achieving maximum utilisation of equipment;

Collecting and reporting performance data in a manner to promote that involvement.
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Minimising overs and spoilage

The essence of this process was the impact of human resource management on the waste from
overs and spoilage. So aspects such as the following are especially relevant:

Fostering positive relationships between people at different organisational levels
Fostering teamwork

Encouraging people to take a proactive role in waste reduction

Effective communication and reporting

Clarifying job roles and expectations

Providing leadership

Providing appropriate training and development.
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Financial management

‘Financial management’ is a very broad topic, covering a host of aspects such as product
costing, management of working capital, and external and internal reporting. The working
group considered that to make a significant contribution, it needed to focus on a more
narrowly defined area in sufficient depth. Another consideration was to choose an area that
was topically important, and complementary to the other three aspects chosen

The essence of this process was defined as:

1 How leading enterprises determine the appropriate time to invest in additional
equipment.

1 How they determine what types of equipment they need to invest in.

What interactions they engage in with suppliers of equipment.

q Within leading enterprises, who is involved in decision-making processes on
equipment investment?

 The systems that are adopted by leading enterprises to guide their investments in
equipment.

q The financing decisions associated with the investment decision.

=

3.2 How we selected benchmarking partners

The choice of benchmarking partners is clearly a key element in process benchmarking. The
enterprises chosen need to be a source of ‘leading practices’ and a model and inspiration for
others.

Hence we searched for enterprises where we felt we were likely to find such practices. Our
search relied on the following:

1 The capability of our four industry teams, each comprising members in the industry
who between them had a wealth of accumulated industry knowledge, experience, and
achievement.



¢ The combined knowledge and experience of the two consultants in pursuit of best
practice (a focus for Paul Coronel) and the print and allied media sector (a focus for
David la Ferla).

¢ Emerging results from the performance benchmarking. At the time we were
choosing suitable benchmarking partners, some enterprises were emerging as
candidates by virtue of the results they were posting in the performance benchmarking
database.

q External information we were able to gather from other bodies engaged in promoting
the pursuit of best practice, such as the South Australian Centre for Business and
Innovation. This State government sponsored organisation conducts an annual
national competitions in aspects of good manufacturing such as ‘rapid product
changeovers’ (or in Printing industry language ‘reducing make ready times’). These
are a key element in improving utilisation of technology and reducing wastage.

 Coverage of benchmarking partners inside and outside the printing industry.
Our search covered not only the printing industry but also other sectors where, through
a structured process of sifting information, we saw analogies with the printing
industry. The analogies were different for each topic; for example Toll Holdings
approach to business development, versus the approach of Philmac to meet a pressing
need to get very high utilisation of its production machinery. Within those industries
we searched for enterprises that had had a record of achievement to commend them as
partners.

1 Representation of larger and smaller enterprises. We tried to ensure that the group
of enterprises chosen for benchmarking partners included both large and smaller
enterprises. This was partly as comfort to the whole range of enterprises in the
printing industry. It was also to ensure that, if a ‘leading practice’ approach to a topic
needed to be fundamentally different due to considerations of enterprise size, we
would have ideas to offer both large and small enterprises.

Our initial objective was to visit a total of 16 enterprises, of which four were to be outside the
printing industry. In the end we visited 14 enterprises of which three were outside the
printing industry. Logistical issues in the final weeks leading up to the visits were the reasons
for visiting 14 rather than 16. Profiles of each company - in some cases anonymous at their
request — are provided in the detail of this report.

Note particularly, that each enterprise visited was not expected to be an exponent of ‘leading
practice’ in all aspect of its activities. This is too much to expect. Rather, there was some
evidence that they had some insights to offer in the specific topic we wished to discuss with
them. For this reason each enterprise was selected and visited for just one of the four topics
we chose for process benchmarking.

3.3 How we arrived at views on ‘leading practices’

3.3.1 Format of the dialogue with benchmarking partners



From the previous section of this report, it follows that one of our benchmarking teams had
dialogue with three or four enterprises for each topic. Note also that there was some
crossover of learnings between topics, for example between ‘Effective utilisation of
technology’ and ‘Minimisation of overs and spoilage’.

In each case we covered a very specific area that had been agreed when the visit was
negotiated.

We had face-to-face dialogue with at least one senior person in each enterprise, and in a
number of cases with other people at different levels in that enterprises.

In al but one case (Toll Holdings, where the topic and other logistical aspects meant that it
was not appropriate) we went to their premises. And in all cases where it was appropriate to
the topic, we toured physical facilities as well as engaging in workshop format discussions.

3.3.2 Confidentiality undertakings

Part of our agreement with each enterprise that we visited, was that we would allow them to
review our documentation of that visit, and that we would not publish any matters they
wanted kept in confidence. In addition that we would respect their wishes if they did not want
their names attributed to the information published.

Through this mechanism we were able to engage in very frank and open discussion with those
we visited. It did also mean that we are unable to publish or attribute some of the information
we gathered.

3.3.3 Distillation of findings to gather ‘leading practices’
The detailed benchmarking visit reports are attached as an appendix to this report.

There are four, one for each of the topics chosen. Each in itself is a distillation of what passed
between each enterprise we visited and our benchmarking team members on the 14 visits that
were conducted. Nevertheless, in total there are approximately 40 pages of these detailed
findings. These have been further distilled into the material that appears in Section 5 of this
report.

The choice of material that found its way into the summary representations of leading practice
was chosen, based on the following key factors:

q Judgement: In the end, the experience of the benchmarking team members and the
consultants was the deciding factor. The judgement or our industry reference group
supported this. They viewed the collated visit reports before the process of report
production proceeded further.

q Evidence of having a controlled process or approach: We looked for evidence that
there was a managed or controlled approach to the issues we were investigating. For
example:

o That there was a clear and consistent process
o That it appeared to be understood



That it was followed in the majority of cases

If it was not followed, there was corrective action or process review
That it made sense in the context of their business activities

That it had been used, or could be, in other enterprises.
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 Longevity: We looked for evidence that the process had been in place for some time,
enough time for it to have a chance to show success or to fail. And similar to the
previous point, where the process had been refined and improved over time to fit the
changing business environment. In short, that the enterprise concerned was there for
the ‘long haul’ and saw this process as a key part of their ongoing success.

¢ Evidence that the process has been effective: We sought verbal or documentary
evidence that the approach or process had proven effective for the purpose intended.
In most cases such evidence was there; however for confidentiality reasons it cannot
be reported here. Examples of the type of evidence we looked for follow:

o In the ‘getting and keeping more profitable business’ topic, had there been
sales growth or margin improvement, or effect on their market share?

o In the ‘utilisation of technology’ topic, could they point to improvements in
utilisation as a result of their approach?

o In the ‘minimisation of waste and spoilage’ topic, could they point to
reductions as a percentage of total output, and/or improvement in realised
margins?

o Inthe ‘effective investment in productive equipment’ topic, could they point to
long term profitable survival in a capital intensive industry?

Information that was not used: In some cases, the information gathered on the visits was
not used, or used only partially, despite the fact that some elements of the approaches were of
potential interest. Where this was the case, it was either because:

1 The approach or processes had not been in place for sufficient time to be sufficiently
supported by results.

q Or, the enterprise concerned had issues with confidentiality on specific items of
information, and did not wish the information to be published.



4. Profiles of benchmarking partners

4.1 Winning and keeping more profitable business

Toll Holdings

Toll was selected because of its success and its key business strength and its competitive
advantage, which rests on its ability to design, implement, and manage innovative supply
chain solutions. These provide their customers with flexibility, reliability, and cost
competitiveness in managing their complex logistics requirements.

In addition, Toll promotes customer partnering. It aims to develop long-term relationships
based upon the experience and dedication of its people, combined with the quality and
reliability of its service.

Toll Holdings Limited is Australia’s largest logistics and transportation company with a
turnover exceeding $3.0 billion. Founded quite recently in 1988 by a group of experienced
senior transport operators, Toll became a public company in 1993, and has since grown to
become Australia’s only true “Integrated Logistics Provider”.

It has a range of specialised transport enterprises in the group; some built from the ground up,
others acquired from other enterprises.

Toll perceives transport as a $55 billion business of which $30 billion is ‘in-house’. It sees
that sector as the real opportunity for enterprises like itself. Toll and its three or four major
competitors have less than 15% of that market.

PrintDirect

PrintDirect began as a very small, on demand printing company that was able to produce
work via digital and offset technologies.

PrintDirect has built a business by offering clients with multiple print purchasing points a
solution that saves the client money but provides profitable ongoing business to PrintDirect.
Over the last few years it developed its own proprietary management information system.
This system is web enabled and allows clients and the PrintDirect staff to interface online.

PrintDirect proprietors steadily built their business, and were acquired by Document Printing
Australia P/L (“DPA”) in January 2003. The merger was undertaken to enhance profitability
and secure a concrete exit strategy for the Directors of PrintDirect.

They have successfully transitioned their top clients to DPA, and have continued running their
sales team now representing DPA and not PrintDirect. PrintDirect and DPA have congruent
goals and vision as being solution providers and this has seen the integration of the two
enterprises almost seamlessly.

The merged business employs around 75 people.



Colourcraft

Colourcraft was founded by two directors who complemented each other in terms of agency
relationships and technical expertise.

Colourcraft strives to be the best at what it does and it doesn’t want it to be limited to print.
As a strategy it has chosen to differentiate itself as a highly specialised niche player rather
than a volume driven large player. Accordingly, the business does better in selling its
intellectual capital rather than its physical capital.

Colourcraft has developed a reputation for innovating its technological processes. The heads
of the company are passionate about technology and its application to challenges faced by
clients, and they have strengths in what the company produces. Colourcraft has fostered close
working relationships with suppliers and it innovates with them to refine the technology in
use.

The company is enhancing the ways in which it runs its business rather than its manufacturing
operations. It employs about 50 staff including 3 sales personnel.

4.2 Finance: making effective decisions on investment in equipment

Viscount plastics

The plastics industry has a number of characteristics in common with the printing industry:
q High cost of production equipment
q Over capacity in a number of markets
Hence they have a need to invest wisely on new technology, and to achieve high levels of
utilisation once the investment is made.

Viscount Plastics are a major plastics products manufacturer in Australia and Asia (15 plants
in Aust and Asia / NZ) they have been in business through several repetitions of the business
cycle. They produce a significant percentage of the paint containers in Australia, including
the printed designs on the exterior of the container.

Until a just over two years ago they were part of Pacifica, an Australian publicly listed
company. Since then they have been owned by Linpac, a privately owned but international
plastics company with head office overseas.

Capital equipment decisions are a big issue for them. They would have at least one capital
expenditure project going in every plant at any time (Value ranges from $10k to over $ 1
mill).

Company A — a specialty printer who has added significant service elements

Company A used to be solely a printing business based in Melbourne. Manufacturing and
selling, but largely undifferentiated from close competitors.

It is now more sophisticated. Company A has moved beyond simple manufacture, which
accounted for 95% of revenue in the 1990s but now around 55%. It now services its chosen



specialty market from concept to fulfilment with diverse offerings. It aims to be leading
integrator of solutions within its specialty area in Asia-Pacific through customers and channel
partners.

This transformation in their capability has taken place after very careful consideration of the
needs of their major clients and the trends in the technology available. As a result they have
made judicious investments in capacity, and selectively developed alliances with other
companies whose technology is complementary to their own

Their parent company is based in North America. They have the final say in approval of
capital investments.

Company B - a book producer

The emphasis of the business is on cost control. Their view appears to be that significant
revenue growth will only occur through acquisitions; that they are in a mature market, and
major gains in market share are otherwise impractical.

They are very sophisticated in capital investment evaluation. Further information is
embargoed for confidentiality reasons.

The Craftsman Press

Craftsman Press is Melbourne's largest sheet fed commercial printer and operates a
comprehensive pre-press service, several large presses and complete print finishing. In
conjunction with their own city based design company, City Graphics, offer graphic design,
pre-press, printing, digital print, forms printing, finishing and fulfilment distribution.
Craftsman's client base encompasses many of Australia's major corporates.

Craftsman Press is owned by the Blue Star Print Group and is one of Australasia's most
comprehensive print communication networks, which includes companies such as Link
Printing, Kings Print & Mail Service, RapidAllmark Labels and Dunham Bremmer.

4.3 Effective utilisation of production technology

Philmac

The plastics industry has a number of characteristics in common with the printing industry:
q High cost of production equipment
q Over capacity in a number of markets
Hence they have a need to invest wisely on new technology, and to achieve high levels of
utilisation once the investment is made.

Philmac is a plastics company that specialises in fittings for irrigation, based in Adelaide.
They employ approximately 200 people, in three shifts operation and turn over about $60
million per annum.



They were the winner of a “Changeover” competition (aimed at reducing time lost through
changing production lines to run different products) organised by the SA Centre for Business
and Innovation. Printing companies also entered this competition.

They are capacity limited by finance from their parent company and have been for a few
years. Through various means they have improved their equipment utilisation over the last
few years. They claim that they have saved the equivalent of 3 new machines (out of a total
number of 42 machines currently employed) through better equipment utilisation.

Company C - a large contract printer

The enterprise is essentially a contract printer that is production oriented and focused on
achieving high volumes of output within well-defined deadlines.

It has made significant investments in prepress technologies, printing technologies and
binding technologies and is concerned with capacity utilisation and productivity. These have
improved significantly in the last 12 months

Pongrass Communications Group

A Sydney based business that has embraced technology within the Australian Printing
Industries and is recognised as a major client by Heidelberg Australia. The business has been
built around sheet fed offset printing. It has recently invested in a high quality waterless
printing operation (Pot Still Press), and a binding operation (Pot Still Bindery). It is also
building a high-end digital printing company (Pongrass Digital) through its acquisition of the
first NexPress in Australia.

The Pongrass group encompasses Websdale Printing, Pot Still Press, Pot Still Bindery, and
Pongrass Digital. They service a broad range of clients and have been successful in satisfying
the long-term needs of major accounts that require large volumes of printed products
produced within very short timeframes. They employ approximately 150 people.

They are in the process of managing the cultural differences across the organisation that have

resulted from the recent acquisitions of Pot Still Press and Pot Still Bindery.

4.4 Minimising waste associated with overs and spoilage

Heaneys Performers In Print Pty Ltd.

Started as a family business in 1979, it changed to a 3-way partnership in 1993 and was
finally incorporated as a company in 1988 when the original owner was bought out by his
daughter.

Previously there was an emphasis on sales but less attention was paid to in-house
management controls. The directors realised the need to work smarter to attain acceptable
levels of profit.



Management has a given a high priority to follow up all areas where waste/overs are
prevalent. Unacceptable overs could be several things, i.e.: a machine problem or an operator
problem. In either case management takes action to prevent this happening again.

Heaneys believe they achieve on average 5-7% higher than industry standard gross profits.
Monitoring and distributing the correct number of overs to a job and restructuring the store,
gave the business roughly 2% of the 5-7%. In total approximately half of the 5-7% is claimed
to be due to efforts to reduce overs and spoilage.

Dynamite

Dynamite is a small family-owned company. It insists that each part of the business becomes
self-reliant. This approach enables the business to spread risk.

Dynamite is predominantly a four-colour printer. It produces business cards, commercial
printing, and is engaged in trade printing. It is lean in terms of finishing and, accordingly,
outsources the majority of its clients’ finishing needs. It organises distribution of flyers on
behalf of its clients.

Branding underscores the difference between trade work and commercial work.

The company operates two 8-hour shifts, hence 16 hours per day, 5 days per week but has the
flexibility to expand.

Hannanprint Victoria

Hannanprint Victoria is a large contract printer that is part of the Independent Print Media
Group. The plant covers 12 acres, and has been in place for 26 years.

Eleven of those years have been under HPV, who is not competing in global markets against
global players, and hence has a domestic focus.

Business activities encompass prepress, printing, and finishing but not mailing. Clients
perform distribution activities on their own behalf.

The business has five web presses and one sheet fed press and employs 270 people on a full
time basis and up to 70 on a casual basis. It is focused on web fed contract printing.
Accordingly, it typically outsources sheet fed work to those printers with which it has fostered
strong relationships.

Major titles typically need to be turned around in one to seven days.
HPYV has recognised that it has a sweet spot that enables it to generate profits that are in line
with the expectations of its shareholders. If production is significantly above or below the

levels targeted, profitability is impacted.

Waste control is of major importance to the business. HPV has developed a suite of processes
that enable it to drive down waste.



5. Representations of leading practices

5.1 Summary

5.1.1 Winning and keeping profitable business
The focus of our search for leading practices

The team that took on this topic wanted to provide a model that differed from the ‘quote and
hope’ approach to getting business. The central proposition of the team was that enterprises
that are able to identify a market and type of customer that suits their own capabilities to offer
superior service, and who are able to identify a method of providing better value to such
customers, are more likely to enjoy:

q Longer term relationships with their chosen customers

q A greater degree of freedom from competitive pressures that focus on price

 As aresult, better margins and sustainable profitability.

A summary of what we found
We were very impressed with what we found. Key themes that emerged were the following:

The enterprises we visited had a specific view of their own point of difference and the type of
clients they best relate to. Furthermore, they acknowledged their production capabilities but
placed those capabilities within the context of the needs of the markets they serviced. For
example:

q Toll is a provider of integrated logistics solutions, in some cases to a total industry
supply chain such as automotive.

q PrintDirect endeavours to become a sole supplier to organisations with multiple print
buyers; it provides systems that facilitate such clients dealing with them.

1 Colourcraft has developed relationships with a range of advertising agencies. Through
understanding shifts in targeted communication and being seen as a provider of
communication solutions not just a printer, it aims to avoid competition where print is
seen as a commodity.

These enterprises engage in considerable effort to understand the needs of such clients. This
may lengthen the selling cycle but that is accepted by such enterprises. Indeed, the enterprises
were prepared to invest significant resources in developing services to support the creation,
delivery and support of their physical products.

As part of the effort to understand a potential client’s needs, these enterprises aim to
understand the client’s current cost structure, usually with the client’s collaboration. (For
example, in developing an integrated logistics solution, Toll Holdings maps the whole supply
chain to its client — both physical and information flows. PrintDirect conducts a ‘print audit’).

Such efforts assist clients to understand their own true costs in total.
In doing so these enterprises uncover solutions that add value to the client but at the same

time provide a stream of profitable business for them. To do so, it is essential that the
enterprises concerned understand their own cost structure very well indeed.



These enterprises develop an ongoing relationship with their key clients. Commonly, two key
aspects of such relationship management are:

1 Spending a greater proportion of time on existing clients rather than new clients.

 Open two way communications, particularly via KPIs agreed at the start of the
relationship, and ‘open book’ costings.

Once the relationship is established, such enterprises often work with their clients to uncover
savings through managing the supply relationship more cost-effectively. It is typical that such
savings are shared between the supplier and the client, thus providing an incentive for both
parties to continue seeking such efficiencies. The volume of the business flowing to the
supplier may fall, but often it does not. The margin on the business to the supplier is much
less likely to fall because of the nature of the relationship. The enterprises were keen to
integrate their business processes with those of their clients to the greatest extent possible, and
in doing so, creating some mutually rewarding interdependencies.

Such enterprises are less likely to be involved in competitive tenders. They feel it is less
likely that they can demonstrate a solution to the mutual benefit of themselves and the client,
and more likely to involve them in a tendering cost that results in business at low margins.

The enterprises also emphasise their brand within their chosen markets. They invest resources
in raising brand equity and are particular about associating positive attributes with their
brands.

While they understand the nature of their core business the enterprises we visited
demonstrated high levels of creativity and agility and were not bound to concepts related to
core business. For example, three of the enterprises acknowledged their printing capabilities
but were eager to explore non-print communications solutions with, and on behalf of, their
customers.

Information was seen as vital to the enterprises. They were particular about producing and
acting on accurate and meaningful reports in a timely manner. Furthermore, they undertook
regular surveys and engaged in disciplined research as a means of understanding their chosen
markets better. Management Information Systems were and integral part of their information
gathering, analysis, and dissemination efforts.

5.1.2 Making effective decisions on investment in equipment

The focus of our search for leading practices

‘Financial management’ is a very broad topic, covering a host of aspects such as product
costing, management of working capital, and external and internal reporting. The working
group considered that to make a significant contribution, it needed to focus on a more
narrowly defined area in sufficient depth. Another consideration was to choose an area that
was topically important, and complementary to the other three aspects chosen

The essence of this process was defined as:



1 How leading enterprises determine the appropriate time to invest in additional
equipment.

 How they determine what types of equipment they need to invest in.

q What interactions they engage in with suppliers of equipment.

q Within leading enterprises, who is involved in decision-making processes on
equipment investment?

1 The systems that are adopted by leading enterprises to guide their investments in
equipment.

q The financing decisions associated with the investment decision.

A summary of what we found

Leading enterprises have a clear context that guides their early thinking in decisions on
investment in capital equipment:

q Like those we encountered when covering the “getting and keeping better business”
topic, they tended to have a clear view of the market they were focussed on, the type
of customers the best suited, and the nature of their competitive strengths and
weaknesses.

q This was embodied in a business plan that was routinely updated annually, and a
budget that put quantitative targets and accountabilities in clear focus.

q The budget often incorporated not only revenue and expense items, but when
applicable, a budget for capital expenditure.

The triggers for their capital investment decisions varied, but the most important were:

q An opportunity to reduce total cost (Equipment, materials and labour) on a per unit of
output basis. This was probably the most common trigger;

q To fill a gap in their capability to offer a solution to their key clients. This was more
likely for an enterprise with a very well defined niche, and generally they had been
watching the evolution of technologies and client needs before making such a
decision;

q As part of a bid to win a major contract. In such a case the enterprise concerned
sought a written commitment from the client to a level of business that would support
the investment on its own, before committing to the investment in equipment.

 Speculative acquisitions (that is, in the expectation that work would come of the
equipment was purchased) were very rare, and generally proved in hindsight to have
been unwise.

When an equipment acquisition was being considered, there was a specific process followed
which involved the various skills inn the enterprise; technical who often initiated the
appraisal, sales, finance, and the General Manager or Managing Director. A written
evaluation encompassing all of their input was almost always developed and signed by each
before approval.



If the investment was above a predetermined value, external (non-executive) decision makers
such as a Board of Directors were responsible for the final decision.

Quantitative measures were always used to guide the evaluation. The commonly used were:

q Payback period (using projections of revenue and cost, how long it would be before
the surpluses earned would pay for the capital investment); this was the most
commonly used. Typically the period was expected to be less than 4 years and in
some cases less than one year.

q Return on incremental assets (again using projections of revenue and cost including
depreciation or lease payments, what level of annual return the surplus generated by
the investment would give on the additional capital investment). Where used, the
minimum was 20% per annum.

 Methods that considered the cost of capital or put a time value on money (such as Net
Present Value or Internal Rate of Return) were less popular. Our feeling was because
of the relatively esoteric nature of these methods.

In any quantitative evaluation, the useful operating life of the equipment was considered very
carefully and fully factored in.

The time and cost required to bring the new equipment to full operating capacity were also
considered very carefully and factored in.

When choosing between vendors, key factors were:

 The quality of the support, especially during the initial period when the equipment was
being installed and brought to fully operating capability.

 The level of ongoing support and training being offered.

q The likelihood that the vendor would still be around in the longer term to provide such
support.

¢ When negotiating with suppliers, payment milestones were often established which
tied the payment to a specific level of progress with installation and bringing to full
capacity.

Really effective enterprises seemed likely to modify their equipment to meet their specific
circumstances. And in a similar vein one commented that they placed very high importance
on the equipment being flexible enough to suit the smaller Australian market.

Financing the purchase was seen by some as a separate decision from the decision to invest.
In other words, the investment decision assumed cash up front — the evaluation needed to pass

that hurdle before all alternative methods of finance were considered.

In choosing between methods of financing, the options in order of preference were generally:



q Cash
 Long term bank loan
1 Lease (operating or finance lease) or hire purchase.

One enterprise commented that the decision between operating or finance lease was
essentially about what level of residual risk the enterprise took versus the vendor. If the risk
of technological obsolescence was high, they took an operating lease because the vendor had
the risk. Otherwise if leasing they favoured a finance lease because it was usually less
expensive.

New equipment was generally favoured over second hand; they felt that the risk usually
associated with second hand equipment did not warrant the relatively small level of savings n
the current market. However they kept an open mind for specific offerings by vendors.

5.1.3 Effective utilisation of production technology
The focus of our search for leading practices

The essence of this process was gaining maximum utilisation of the current investment in
productive equipment. So aspects such as the following are especially relevant:
q Shift patterns;
Minimising make ready times (or in other industry sectors “product changeovers’);
Effective production scheduling
Effective equipment maintenance
Using outside production capacity to cope with peaks
Involvement of staff in achieving maximum utilisation of equipment;
Collecting and reporting performance data in a manner to promote that involvement.
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A summary of what we found

Leading enterprises seem to define utilisation of technology as the amount of saleable product
they can produce from a given facility over a specific time period such as a month. This
encourages them to take a broadly encompassing view of the factors that drive high levels of
utilisation.

They run their machinery for as much of the 168 hour in the week as possible. If this extends
to night shift, they tend to schedule longer run, less complicated work then and rune with
minimum manning levels. (One of the plastics enterprises runs with “lights out” - that is, no
staff except on callout in emergencies - but that is not suggested as an option for printers).

They work very hard and persistently to minimise product changeover or make ready times.
This is usually by means of a combination of:

 Doing whatever is possible to ready for the next order while the current order is still
on the machine.

 Undertaking engineering modifications to equipment to minimise the difficulty of
making the fine adjustments necessary to set the machine for the next order.



They define make ready times as “last good sheet to first good sheet”. This broadest possible
definition ensures that all aspects of the changeover are considered in minimising downtime.

They have effective production scheduling. Key factors were:

Holistic view of the total production system — prepress, printing, finishing are
scheduled in an integrated way.

Team approach; one commented that having a printer person with prepress scheduling
and a bindery person with print scheduling helped reduce downtime.

Use of an effective system; this could be manual such as visual ‘production boards’ or
by software such as the scheduling module of PRISM. Either can be effective if other
aspects of the approach are right.

Looking at multiple time horizons; for example longer term, possibly months ahead in
some cases so salespeople can try top fill ‘holes’ in capacity; at the other extreme very
short term within the hour so that production needs and potential problems on a per
machine basis can be anticipated and dealt with dynamically.

They have an effective maintenance system to minimise breakdowns. This often involves the
machine operators undertaking as much routine maintenance as possible as part of their
normal daily duties.

They are VERY STRONG on measuring and reporting of performance:

1

In some cases the gathering of the data and calculating KPIs is proving laborious for
them, even for some of the large enterprises.

In other cases they have invested in data acquisition equipment and software that
provides graphical images on terminals by each machine in real time or very near to it.

The sort of KPIs they report include make ready times, waste/spoilage levels as
percentage of good or total production, ratio of productive to total time.

Reporting is very visible, on the production floor down to the operator level.

Some reporting is very immediate — at least to the interval of a shift.

Effective reporting and communication of results is an integral part of encouraging proactive
involvement by machine operators in achieving high levels of utilisation.

5.1.4 Minimising overs and spoilage

The focus of our search for leading practices

The essence of this process was the impact of human resource management on the waste from
overs and spoilage. So aspects such as the following are especially relevant:
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Providing leadership

Clarifying job roles and expectations

Providing appropriate training and development.

Fostering a positive culture: teamwork relationships between people at different
organisational levels

Encouraging people to take a proactive role in waste reduction

Effective communication and reporting

A summary of what we found

When we conducted the visits for this topic, we found that the people factors in particular,
permeated both this topic and the topic on effective utilisation of technology. So relevant
lessons were learned from both sets of visits.

Leading enterprises do just that — they lead. They provide leadership within their own
organisation:

1l

In small enterprises such leadership will begin with the owner or chief executive, and
be provided directly to those at the work face.

In large enterprises such leadership will usually come from the chief executive.
However because of the size of the enterprise other levels of management will also
drive it to those at the workface.

Such leadership is persistent and continuing. It rarely seems to be effective if it is
sporadic or endures for only a few months. And if it has been absent in the past, it
seems to take some time to have a noticeable effect.

In the simplest sense leadership is about encouraging desirable behaviour, and begins
by providing a personal model. It also includes paying attention to the other relevant
aspects noted at the beginning of this section.

One of these aspects is clarifying job roles and expectations. This aspect covers a wide range
of issues; some examples:

1l
1l

Clarifying with first line managers that they have a leadership role too.

Clarifying with people is specific jobs, the requirements of that job. For example,
Heaneys made the storeman responsible for issuing paper in exactly calculated
quantities to each print job, and made sure this was done on nights and weekends as
well as during the week. They credit this move with an improvement of 2% in gross
margins.

Several enterprises have a Quality System (eg, ISO 9000) or something similar that
ensures that procedures are standardised and documented. The benefit is that there is
“one right way” and that it is more likely to be followed.



1 Another has a “Code of conduct”, a small printed card that spells out the type of
behaviour that is encouraged and what is not. This is widely disseminated to all
employees.

q Continuing to reinforce to individuals and groups, the expectations in terms of role,
behaviour, and level of performance. This commonly occurs in two situations;
whenever there is a specific problem such as a spoilt job, and in regular meetings with
groups of operatives at the workplace.

These expectations are supported by training and development activities. Some examples:
q Leadership training for supervisors and managers at all levels.
1 Specific on the job training, or formal external training for operators.

q Participation in development activities such as the ‘Quick changeover competition
conducted by the South Australian Centre for Business and Innovation. By such
activities, teams of operators gain valuable personal development while contributing
to enterprise goals.

We have already noted that specific behaviour is encouraged and other is discouraged. More
than one enterprise spoke of:
q Fostering trust between managers and operators, in large part by avoiding a ‘blame’
situation. The intent was to encourage openness when problems occur.

q Notwithstanding the above, personal accountability was encouraged. That is, taking
responsibility for the specific requirements of one’s job without having to be
continually forced to do so.

 The importance of frequent communication between managers and staff to break
down hesitancy about open communication.

Teamwork was an aspect frequently mentioned. For example, having a production planning
team comprising representatives of different departments (Hannanprint), and having sales
people spend time at a printing press to understand problems created by impractical
specifications (Heaneys).

People were encouraged top take an active role on waste reduction. Mechanisms include:

Incentives: a number of the enterprises utilise these. Usually they are team not individual
incentives, to reinforce the teamwork element just mentioned. Usually they are small
monetary incentives relative to total pay of those receiving them, or symbolic incentives such
as a company barbecue at lunchtime, a meal entitlement with one’s spouse, or theatre tickets.

A “problem board”, where any operator is encouraged to write up a problem they have
encountered, on a white board on the production floor. A stand-up meeting takes place in
front of the board. Problems that have been identified are discussed and a member of
management takes personal responsibility for following up and reporting back within a
specified time.



Effective measurement and reporting was mentioned in the topic on ‘effective utilisation of
technology’. Similar comments apply here. In respect of waste and spoilage:

A budget is set at the beginning of the year.
q Specific KPIs are identified, separately for overs and spoilage.
q Specific targets are set by machine, and in some cases by type and size of job.

q Actual performance is regularly reported, in many cases to the individual operator
concerned.

 Systems and procedures such as PRISM and back costing are used to gather the
necessary information for reporting purposes.

q The reasons for spoilage are openly discussed, and measures taken to eliminate the
causes or reduce their likely future impact.

These mechanisms for measurement and reporting, when actively used, appear to be a
powerful tool for managing overs and spoilage. More than one enterprise that used them,
reported major reductions and hence cost savings.

5.2 Wall chart matrix of leading practices — purpose and structure

We have created a wall chart matrix of leading practices to assist in the interpretation and use
of leading practices.

The matrix consists of a column of leading statements. There are presently 10 statements.
Each statement is represented by a broad topic and each topic is supporting by some simple
statements.

The matrix also consists of a column of evidence under each of the four subject areas covered
during the course of this project.

By referring to the wall chart matrix you will be able to learn about each of the leading
statements and how they have been demonstrating by the benchmarking partners in

meaningful ways.

The wall chart itself appears as an attachment to this report.



6. Recommendations and next steps

The momentum generated by this project should not be allowed to die down. There is a
groundswell of support and enthusiasm that creates a firm foundation for further development
of benchmarking as both a fundamental improvement technique for individual enterprises,
and a significant boost to the industry as a whole.

There are three major thrusts that together should deliver lasting benefits to the industry and
the individual enterprises in it:

1. Ongoing use and development of the Printnet Benchmarking On-line facility;

2. Development, dissemination, and updates of models of leading practice;

3. Persistent, well-targeted efforts by owners and managers of individual enterprises to
gain and remain in a competitive position in their chosen market segment — using the

two tools just mentioned and Print21.

The detail in each of these is highlighted briefly below.

Ongoing use and development of the Printnet Benchmarking On-line
facility

This will provide a continuing reference for comparative performance for individual
enterprises. For it to remain relevant the following needs to happen:

- More printing industry enterprises should add their data so that they also have access,
and certain very specialised areas of the industry are comprehensively represented.

- Enterprises who already have entered data should fill in any significant gaps in their
data, so that they can compare their performance for the whole of their business rather
than just parts of it.

- The data should be updated annually by all enterprises in the database, so that it
remains relevant and emerging trends continue to be detected and hence acted upon by
the industry.

- Some form of training or mentoring facility should be available, so that enterprises

that want it can ensure they know how to use the on-line facility to best advantage.

Development, dissemination, and updates of models of leading practice

The Printnet Benchmarking On-line facility is providing a view to individual enterprises on
where they have performance gaps and the extent of those gaps. It is providing relatively
limited information on #ow to bridge the identified gaps. That is primarily the role of the



models of leading practice that are the cornerstone of this Process Benchmarking phase of this
initiative.

This phase has provided models on four important aspects of running a competitive
enterprise:

- Getting and keeping profitable business;

- Financial management (particularly how to make profitable capital investment
decisions);

- Effective utilisation of technology; and
- Control and minimisation of wastage.

Of necessity, these have covered some of the total aspects of running a profitable and
enduring printing enterprise, and in time even these models will become dated. So the
following needs to happen:

- Extension of the suite of models to cover other important aspects.

- The refinement of existing models to suit specialised niches in the industry more
closely (for example, effective utilisation of digital technology by book printers).

- Update of the existing models as necessary (for example at intervals of two or three
years) to ensure they remain current in the light of improvements to leading practice.

- It may also be worthwhile to make available, workshops or some other form of
support to explain more clearly what the leading practice models entail, or to help
individual enterprises see how they could adapt these models to suit their own
particular circumstances.

Persistent, well-targeted efforts by owners and managers of individual
enterprises

This project will leave worthwhile tools for gaining and remaining competitive. By design
these tools are available to all enterprises in the printing industries. But the final essential
thrust is for owners and managers to use these tools to define and implement worthwhile and
practical changes to their ways of doing business. Specifically they need to:

- Carefully search for performance gaps (using Printnet Benchmarking On-line).

- Adopt a positive and creative approach to defining the means of addressing the gaps
(supported by Printnet Benchmarking On-line, Process Benchmarking models of
leading practice, and their own creative thinking).

- Display persistence in leading and managing changes to attitudes and work practices
on the part of their workforce (driven by their own personal leadership and
management qualities).



History in other industries shows that the people who will make the greatest use of the tools,
and make persistent efforts to improve, will be owners or managers of enterprises who are
already at or near the top of their particular industry segment.

We believe this is primarily because of the attitudes they already possess towards seeking
opportunities for improvement and doing what is necessary to put these opportunities in place.

We will be delighted if the take up is more widespread in the case of the printing industries in
2003 and beyond.
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