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Consolidation of US Printing Industry

e 1998 approximately 37,000 firms*

e 2006 approximately 31,000 firms*

« Acquisitions focus on customer accounts.
o Capital assets have little value.

e Often companies sell for less than annual
sales revenues.

*Source: NAPL
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US Print Import Trends

Dacember | December | Decembsr | December | December| December
2000 | 2001 Cum. | 2002 Cum. | 20032 Cum.| 2004 Cum. | 2005 Cum.| May 2006
Cum. YTD YTD YTD YTD YTD YTD Cum.YTD
China FETE B8 3728 6847 $924 093 [ $1,122 125 | $1.417 298 | 31 691 646 $605 928
Canada 31,236,966 | 31,253 279 $1.3427032 | $1,293.307 | 31,421 238 | 31 438 985 $570.449
Mesico 286 149 3266 128 | $26T 672 $264 57 3292 179 3401 994 $126 511
Eir:‘:;im 478523 3468 477 $458,773 459 020 502 026 501,429 $179.314
Hong Kong $300,732 3301 991 $291,615 $259,183 3260 2E4 $246 995 379,351
Grmany $134 503 3120 391 $133,705 $134 835 3145 481 3170 7R 374 307
Ity $163 2849 $150 999 151,781 $150 255 $144 772 $132 317 $52 607
Korea 379515 $25 BA0 $92 201 $95 634 $111 077 $129 544 351,662
Singapore F108,050 3115 436 $112 328 3116344 3125 630 $131,689 $48 742
Japan $149 616 $102 310 $101 915 $94 031 $o5 792 97,170 337,903
Source:US Bureau of the Census
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Balance of Trade (Dec 2005)

Imports (Customs= Exports (FAS Balance of

Value Based) Value Based) Printing Trade

China $1,691 848 F21,276 -$1,610.370
Canada $1,438 985 $2.641.479 $1,202.494
Meino 401,904 FRER 704 F166,710
United Kingdom $501,429 $573 528 $72.399
Hong Kong 248 90k F71 280 -FATE 08
Germarny $170, 758 $127,1.30 -$43,628
Italy $132,317 42,729 -$E0 EES
Mo 129 FE44 F73.220 -3EE 224
Singapore $131,659 $90.374 -$441,313
lapan F97.A70 188 72T $29 EET
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Source:TWGA Analysis of US Census Bureau Data
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Sentinel: The Design,
Fabrication, and Installation
of the Monumental Sculpture
by Albert Paley at Rochester

Institute of Technology
Edited by James Yarrington

THE DESIGH, FARRICATION, & INSTALLATION OF
THE MOMNUMMNTAL SCULPTURE BY ALBERT PALEY

AT ROCHESTER INSTITUTE OF TECHNCLOGY, MY

Albert Paley’s Sentinel has transformed the face §
of BIT: a dramatic focal point in the heart of
campus, at the crossroads for all RIT community
activity. As the largest sculpture at any American
university, its presence, while inciting both
admiration and debate, perhaps best represents an >
academic institution’s highest ideal: the ability to :
foster and freely express a creative idea. This
important sculpture is now the subject of a book

by RIT Cary Graphic Aris Press.

This book chronicles all aspects of Semtinel s
inception. Essays by Jim Yarrington, director of
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Has your business worked with a print service provider located outside
North America during the past 12 months? All publishing
establishments, summer 2006.

Source.TWGA
Publishing #18, summer
2006
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Three studies

 Emerging Global Print Markets: A Five Country
Comparative Study
— Stanley Widrick and Frank Cost
e A Study of Outsourcing of Pre-Media Services to
India by US Companies
— Rahul P. Nayak
e A Study of Indian Print Exports to the United States
— Karthik Narayan Ravi
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Emerging Markets
Research Team
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Definitions

* Qutsourcing: to purchase from outside vendor
« Offshoring: to send work out of the country

o Offshore outsourcing: To purchase from outside
vendor outside of the country
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Reasons for Offshoring

e Cost savings
e Focus on strength
* Not worry about technology

* Increase profits

Copyright 2007 Printing Industry Center at
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Barriers to Offshore Printing

e Turnaround delays

e Language barrier

 Time zone differences

e Trust

e Standards

e Political iIssues and cultural differences

Copyright 2007 Printing Industry Center at RIT— May not be reproduced without permission.



Future of the Indian Print Industry

“By putting all the insights in a nutshell, the historical
development, the current situation, the social,
Industrial and political circumstances, it can be
stated without any doubt, that by 2015, India will be
one of the leading printing nations in the world.”

Bernhard Schreier, CEO of Heidelberg Druckmaschinen AG

Copyright 2007 Printing Industry Center at RIT— May not be reproduced without permission.



Factors leading to India’s growth in
Manufacturing

* Preferential government policy
« Human capital
« Large domestic market

e Quality and trade standards
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Factors slowing India’s growth in
Manufacturing

« Relatively low level of foreign investment
e Lack of Infrastructure

e Strict labor laws
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Theory

 The New Division of Labor: How Computers Are
Creating the Next Job Market

— Frank Levy and Richard J. Murnane

o Categories of work
— Work that can be fully automated
— Work that is rule-based
— Work that requires tacit “pattern recognition”

Copyright 2007 Printing Industry Center at RIT— May not be reproduced without permission.



Theory

 Work that can be fully automated
— May be outsourced
— No additional advantage to offshoring

« Work that is “rule-based”
— Easier to send offshore
— Requires lower cost labor

« Work that requires tacit “pattern recognition”
— More difficult to send offshore
— Requires higher cost labor
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Theory

 Work that is “rule-based”
— E.g. call center help

« Work that requires tacit “pattern recognition”
— E.g. radiological medical diagnosis

Copyright 2007 Printing Industry Center at RIT— May not be reproduced without permission.



Tacit knowledge

e Technical
e Cultural
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Theory predicts

The first kind of work to be sent offshore is rule-
based.

In time, as relationships develop, more work
Involving pattern recognition can be sent offshore.

U.S. pre-media work of either kind often requires
fluency in English language.
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Categories of pre-media work

« Conceptualization
e Content Acquisition
e Asset Management
« Graphic Design
 Prepress
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Pre media tasks

Non- Digital Fully Tacit Tacit
digital material automated knowledge knowledge
material tech cultural
Brainstorm X X X
ideas
Studio
photography X X X X

Masking X X
Page layout X X X
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Research Questions

 Can India be a viable destination for the US book
publishers to offshore print?

* What criteria do US book publishers look for while
sending jobs overseas (including India)?

 What are the obstacles that prevent US book
publishers from buying print from India?

« What are the Indian print service providers’
perspectives on serving the US print buying
markets?
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Methodology

e Focus on book publishing
« Two surveys designed on Surveymonkey.com

« Survey for the Indian printers was processed
through Heidelberg India

o Survey for the US book publishers was processed
through Vince from PBBA and
Literarymarketplace.com
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Survey of US Print Buyers

« A total of 500 online surveys were sent to
US book publishers, and a total of 104
publishers completed the survey.
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The Findings (USA Book Publishers)

In the last 5 years, have you purchased print offsh ~ ore?

Copyright 2007 Printing Industry Center at RIT— May not be reproduced without permission.



Reasons why publishers have not
purchased print offshore

—
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Among publishers who have purchased print offshore
In the last 5 years; Do you purchase print production
from India?

Do you purchase print from India?

8%

oYes
m No

92%
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Among publishers who offshore but not from
India

What is the probability that you will buy print fro m India during the
next three years?

10%

19% @ Likely 10.4%
m Somewhat likely 18.8%
0O Unlikely 70.8%
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Reasons for not purchasing from India

-

% |
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Percentage of savings on a job purchased from Indian
printers, compared to pricing from US printers
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Average run length of jobs purchased from
India by US book publishers
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Kinds of books purchased by US book publishers
from Indian print service providers

e Text books

» Reference books
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Criteria used by US book publishers to select
Indian print service providers

o Confidentiality

e Turnaround time

 Range of services
 Technology and infrastructure

e Operation under one roof

Copyright 2007 Printing Industry Center at RIT— May not be reproduced without permission.



The different means used by US book publishers to
locate Indian print service providers

e Internet
o Referrals
e Fairs
— London book fair

— Frankfurt book fair

— Book Expo
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Indian Print Service Providers

Do you work for customers that are located in Unite  d States?

41%

mYes
m No

59%
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Indian print service providers who services to US print
buyers; Kind of services offered by Indian print
service providers to the US print buyers

Printing and manufacturing of color and black
& white books

e Labels

e Packaging

* Information management
E-Publishing
Graphic Design
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Indian print service providers who services to US print
buyers; Indian print service providers’ expected
revenue from US print buyers in 2007

| (e (e
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Indian print service providers who sell
services to US print buyers

Destination of the jobs purchased by US customers f rom Indian
Print Service Providers'

@ Shipped to the US

m Shipped to other countries
10%

0O Variable (some are shipped
back to US and some to other
countries)

70%
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Indian print service providers who sell
services to US print buyers

What is the average print run of the jobs purchased by US print
buyers?

14%

@ Less than 5,000 copies

14%
m Between 5,000 and 20,000

copies

0O Between 20,000 and 50,000
copies
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Indian print service providers who sell
services to US print buyers

How do you define the quality of the jobs that are purchased by
US print buyers?

O Meets global benchmarks for

0,
43% high quality

57% m Variable
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Indian print service providers who sell
services to US print buyers

What is the average turnaround times of the jobs pu rchased by
US print buyers, right from the time you receive th e files till the
time the product reaches the final destination?

14%

O Five days or less

43% 14%

W Ten days or less
O Between 10 and 20 days
O Above 20 days
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Indian print service providers who sell
services to US print buyers

Is the labor intensity of the jobs purchased by US print buyers:

@ High
m Moderate

O Variable

60%
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Indian printers who do not offer services to US
print buyers cite these reasons:

* Logistics and shipping

 Requirement for huge capital investment

« Unable to meet price expectation
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Overall view of the Indian print service
providers

Can India compete with China in the near future for providing
print service solutions to the US print buyers?

mYes

m Possibility
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Analysis

What are the main barriers inhibiting the growth
of work done by Indian print service providers
for the US print buying market?

e Turnaround times
e Quality concerns
* Pricing

 Requirement for huge capital investment
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Analysis

What are the perspectives of Indian print service
providers on serving the US print buying market? Do
they see a future in it?

* A majority highly rated the guality of the jobs
purchased by US print buyers

« 20 days of average turnaround

o EXpect their revenue from US print buyers to
Increase in 2007

 75% claimed India can compete with China
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Analysis

Do book publishers consider India a preferred destination
for sourcing their printing requirements?

« Mixed opinion

 Depends on the type of books

« Opportunities in the pre-media part of the print process
o Lack of knowledge about Indian print service providers

* Apprehensive
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Recommendation for Indian print service
providers

Create a brand name
Pay more attention to quality

Establish a common medium for
Communication

Plan and schedule accurately
Expand the gamut of services
Try to connect with US representatives
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Recommendations for US print buyers

« Understand and study the capabillities

o Clearly specify the requirements and
expectations

* Weigh your options

e Advance planning

Copyright 2007 Printing Industry Center at RIT— May not be reproduced without permission.



Questions and Comments?
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Thank you.
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