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INTRODUCTION

This report in four related volumes presents the results of an
in-depth study of the commercial printing industry in Canada.

The objective of the study was to obtain a detailed analysis of the
present structures of the industry and to identify alternative structures

. that could improve its efficiency and profitability and ensure its long-run

health and growth. This analysis and evaluation was to take into account
anticipated technological developments in printing production, market

trends and demands for commercial printed products and competitive
pressures. ' '

In this summary volume, we briefly describe the scope of the study
and methodology. This is followed by a summary of our findings con-
cerning present structures, future technological developments and the
growth of the industry during the next decade.



II

SCOPE AND METHODOLOGY

A, SCOPE OF THE STUDY

The major topics of the study were: present structures of the
industry, technological developments, potential markets in 1985 and
alternative structures that could improve the health and profitability of
the industry in 1985 and beyond.,

Within each of these major topics were a number of individual
elements. Together they defined the full scope of this project. This is
illustrated in the following summary:

1. Present Structures of the Industry

Within this heading the consultant analyzed every signi~
ficant dimension of the industry in its present form. It
included:

\/ (a) The role and importance of the industry within
the economy: the number of establishments,
their location, employment, capacity, value
of shipments, range of products, types of pro-
cess, nature and location of markets, and the
patterns of foreign trade.

(b) Ownership and organization, including: the
capital structure, trends towards mergers,
acquisitions and integration, the extent of
non~-resident ownership, barriers to entry,
and sources of financing.

(c) An analysis of the factors of production and
profitability in relation to size, volume of pur-
chases, payroll, value and degree of obsoles-
cence of equipment and machinery, and the
degree of ownership of buildings and facilities.




(d) Human resources, both managerial and em-
ployees:  the availability and use of specific
skills, recruitment techniques, training pro-
grams, the extent of unionization and the
nature of labour relations.

\/(e) The impact of technology: the extent of

research and development in Canada and the
degree of acceptance of innovation in the
industry.

(f) The extent of competition with special fefer—_
ence to in-plant and instant printing.

(g) The 1mpact of external mfluences and agen01es
such ag tariffs, legislation and government
programs.

. Technological Development

The project included a review and analysis of anticipated
technological developments in the next decade. TEspec-
ially important was the probable impact of these devel-
opments on composition, colour separation, plate pro-
cessing methods, printing, press capablllty, paper and
ink and binding and finishing methods.

The Market in 1985

A key to the development of the industry is the size and
characteristics of the market in 1985, and the scope of
competition. '

A Strategy for Growth

In the light of the expected technological changes and
market development, the study called for the evaluation
of a number of structures that would improve the effi-
ciency and profitability of the 1ndustry and ensure its
long-run health and growth.



B. METHODOLOGY

‘ The findings presented in this and the other volumes of the report,
- and the analyses of alternative structures are based on information col-
. lected from four sources:

P Statistics Canada.

28 A questionnaire survey, mailed to some 2,500 commer-
cial printers, resulted in 434 responses useable for
analytical purposes. These respondents accounted for
about 37% of total industry sales.

» Personal interviews with over 120 commercial printing
firms provided reactions and attitudes to the problems
of the industry. These interviews covered all ten
provinces,

B Ratio studies prepared by the Graphic Arts Industries
Association from the annual survey of member firms.
These studies identify many meaningful characteristics
of the commercial printing industry.

This systematic collection and analysis of information provided
the background for a comprehensive understanding of the industry and
for the evaluation of the impact of a number of alternative strategies
and structures.
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SUMMARY OF FINDINGS

The findings of the study are presented under three headings:
contemporary structures, technological developments and growth strat-
egy. These sections correspond to Volumes II, Il and IV respectively.

A, CONTEMPORARY STRUCTURES

1. Relative Importance of the Commercial Printing Industry

>  The value of shipments of the commercial
printing industry has grown from $389 million
in 1962 (0.96% of GNP) to about $945 million
in 1973 (0.79% of GNP). This represents a
growth rate of about 8.5% during the last
decade.

> The 1ndustry employed 40,600 people in 1971
about 23% of total employment in manufacturmg
In terms of employment commercial printing
is the 8th largest of Canadian manufacturing
industries.

» - The industry comprises about 2,140 establigh-
ments. Of these, 1,960 (92%) employ 50 people
. or fewer. One thousand employ fewer than 5.
people. At the other end of the scale, some
65 large firms employ 100 people or more and
account for over 42% of the 1ndustry s total
shipments.

> ‘The mdustry is concentrated in Ontario and
.. Quebec. These two provinces account for 55%

and 30% respectively of total industry sales.
However, Brltlsh Columbia, Alberta Quebec



and Saskatchewan have enjoyed the greatest
growth in the last decade.

The commercial printing industry is an impor-
tant consumer of a wide range of materials,
supplies and services. In 1971 it bought:

- $139 million of fine paper

- $20 million of newsprint

- $14 million of ink

- $27 million of imported machinery
and equipment . '

The industry is located close to its markets:
81% of commercial printing establishments
ship the bulk of their output within a 50 mile
radius. Only 2% serve markets beyond a
500 mile radius.

Commercial printers are located relatively
close to their suppliers of raw materials,
supplies and services. More than 50% of the
printers buy paper from a source within a 25
‘mile radius. Typesetting, engraving and
binding suppliers are similarly found less than
- 25 miles from the majority of printers.

The three major product categories are:
specialty printing (whichincludes advertising
material), business forms and publications. .
Together they accounted for 84% of the indus-
try's shipments (in terms of value) in 1973,

Offset is the dominant process, accounting for
about 79% of the value of shipments. Letter-
press is the only other process to account for
a significant volume of business. The gravure
process is of considerable importance in the
printing of catalogues where it represents
about $20 million of shipments.




Competition and International Trade

[

The value of in-plant printing; one of the
major sources of competition to the commer-

-cial printing industry, is estimated to be

‘about $110 million. It represents a market
of about $50 million for paper and a payroll
of ‘'some $37 million in 1973. Growth has
averaged 10% since 1969,

Instant printing is growing at a rate of 15%
annually. It currently accounts for about $70
million of the commercial printing market.

" Imports of printed material have grown from

$123 million in 1964 to $258 million in 1971,
equivalent to an increase of 10% annually. The.
U.S.A. accounts for 83% of imports. The
United Kingdom and France are sources of a
further 6.5% each. ‘

Books and parnphlets are the largest single
category of imports. Their share of the Cana-
dian market hag grown from $46 million (65%
of the apparent Canadian market) in 1964 to
$133 million (75%) in 1971.

Newspaper, magazines and periodicals amount-
ing to $71 million (20% of the apparent Canadian
market for these products) and advertising
matter valued at $16 million (10%) are the only.

- other categories in which imports have made

Slgnlflcant inroads.

Exports of the prmtmg, pubhshmg and allied
industries reached $32 million in 1971, out of

- total shipments of $1,653 million. - In the per-

iod from 1964 to 1971, they had grown at a .
rate of 17% per year. The U.S.A. is the only
significant export market. '



3. PFactory Costs, Productivity and Profitability

»

Profits before taxes in the commercial print-
ing industry were 4.8% of saleg in 1973. This
repregents a drop from almost 7% in 1971.

The small and large firms are mogt profitable.

Firms having sales of less than $100,000 earn
6.8% on sales. Firms with sales in excegs of
$5 million earn 6.4%. The industry average
is only 4. 8%, with medium-sized firms in the
$500,000 to $5 million category earning only
4%. ’ ,

The major cost elements averaged across the

‘industry are (expressed in percentage of the

value of shipments):

- payroll 32.6%
- paper 24.8%
- other supplies : 13.5%
- administrative expense 6.5%
- factory expense - 10.7%
- selling expense 7.2%

Return on equity (after tax) in the industry in

1973 was 7.94%. Small and large firms enjoy
higher returns averaging 9%. Medium-gize
firms with sales between $500,000 and $5
million average slightly less than 7%.

- Productivity per employee in the commercial
 printing industry in the U.S.A. appears to be

about 9% higher than in Canada. Productivity
of capital is also higher -- about 14% -- but
the difference has been decreasing in recent
years. Contrary to widely-held beliefg, there
is no evidence to support the hypothesgis that
larger firms make more efficient use of in-
vestment in plant and equipment. Quite the
contrary, sales per dollar of gross fixed in-




\

vestment are highest in the smaller firmsg -
with sales of less than $500, 000, ‘

4. . Ownership, Management and Human Resources

B The industry is characterized by a large num-
ber of small firms. Most of the small firms
Tand and many medium-sized firms are closely
held; the owners are actively involved in the
business. In Quebec and the Atlantic Pro-

vinceés, almost 40% of the firms are individual
proprietorships. In the rest of Canada, it is
less than 30%. However, incorporated com-_
panies and cooperatlves account for over 95%

of's sales, o B '

‘> The commercial printing industry is owned |
© largely by Canadians. We estimate that only |

- about 2% of the companies, accounting for no ‘
more than 20% of industry sales, are owned T

by non-residents. : ‘

> The degree of management ability increases

directly with the size of the firm. The larger
firms are operated by well-educated managers
who are using proven management techniques
of planning and control. In smaller and many
‘medium-size firms, there is a notable lack of
management skills, espec1a11y in marketmg

: and finance. :

» The indugtry _is_extensively unionized.  About
40% of the employees in the printing, publishing
and allied industries are members of a union.
And, the majority of these are members of an

- international union.

B Labour-management. relations in the industry
are relatively good.

e IR

» A potential threat to the growth of the mdustry
is a shortage of skilled personnel, espe_c1a11y
in the smaller urban communltles

-9 -



B. TECHNOLOGICAL DEVELOPMENTS

The assessment of the technological developments which will
influehce the commercial industry in the next decade is based on a num-
ber of sources, including: research institutes, industry publications,
equipment suppliers and leading printers. From this array of sources
the following pattern emerges:

b

Research and development by suppliers to the industry
is directed towards enabling printers to achieve in-
creased output per hour, improved quality and lower
production costs.

Microforms and computer-output-microfilming are the
only areas of technology which will significantly erode
the market for the commercial printing industry.

Microfilming will replace printed matter in record-
keeping and short-life publications. In-plant printing
will be similarly affected by the use of microfilming
for parts lists and customer catalogues (for internal
use within the organization).

The changes in graphic arts technology 1argely are
evolutionary:

- phototypesetting is gainij_ag a dominant share
of the market for new composition equipment;

- the price of cathode ray tube typesetting equip-
ment is now competitive with other composition

equipment;

- computers are being used in the composition
of periodically revised material;

- scanners will become 1ncreasmg1y important
for colour separation;

- recently advances in platemakihg- Suéh as the
use of photopolymer plates for letterpress and

- 10 -
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electronic engraving for gravure are gaining
wide acceptance. Laser engraving for news-
paper plates is imminent.

developments in printing presses have centred
on better quality, greater product1v1ty and
reduced costs.

ultra-violet inks should gain a dominant share
of the market in the next decade in those appli-
cations where fast drying is essential.

> Automation, mini-computers and industrial robots will
be well accepted in the commercial printing industry by

- 1985,

Their acceptance will be limited primarily by the

vision of management and availability of technical skills.

C. GROWTH STRATEGY

The volume dealing with growth strategy contains two principal
sections. The first is a projection of the commercial printing industry

into 1985.

The second is a discussion of those factors that will affect

the ability of the industry to take full advantage of the opportumtles that
the next decade will prov1de.

1. The Industry in 1985

>

The commercial printing industry can expect to
ship between $3 and $4 billion of printing in
1985 (in current dollars). " The actual value will,
hinge on the degree of mflatlon in the next de—
cade.

Employment in the 1ndustry should be about -
:50 000 in 1980 and 57,000 in 1985,

The number of commercial printing establish-
ments will change little. By 1980 they will -
number just over 2,300 and by 1985, 2,450.

- 11 -



> Growth will come largely from existing plants.

Each of the largest 25 plants will ship an aver-
age of $32 million of printed material. Over
170 establishments will ship in excess of $5
million annually.

» Imports of books, ‘magazines, periodicals and

some advertising materials will continue to
increase but at a decreaging rate as Canadians

. become more aware of their unique bi-cultural
heritage.

LS The industry faces the need to invest about
$1,600 million between now and 1985. Much
of this financing will be generated internally or
will be realized from normal short-term
sources gsuch as trade accounts and notes. The
net requirement for additional funds from out-
side the industry is estimated to be sllghtly over
$500 million.

Capitalizing on the Opportunities of the Next Decade

Analysis of all the factors influencing the growth and
profitability of the industry indicates little threat to its
future well-being. Even if duties on the import of printed
products were reduced (as might well occur under GATT
negotiationg), the industry could remain viable. Of
course, the industry would need to be on the same com-
petitive basis as its counterpart in the U.S.A.: tariffs
on paper would need to be reduced, taxes equallzed on
pr'oductlon machinery and non- tarlff barriers eliminated.

The only major threat to the industry is inter'nal Short-
ages of managerial ability and technical gkills ‘could jeo-
pardise future growth and reduce the contribution of the
industry to Canada's national goals.

Agamst thege threats is the opportunlty for significant
penetration of the market in the U.S.A.

-12 -




» Average total costs in the Canadian printing
industry are lower than in the U.S.A. -

> A number of Canadian firms- have showh that
it is possible to compete profitably in markets
more than 500 mileg from the plant. .

» Other Canadian commercial printing companies

are already competing effectively in the U.S.A.

» The custom nature of most printing work eli-
minates the advantages normally enjoyed by
United States firms in the mass-merchandising
industries. It is possible for every firm in the
printing industry to identify work specially
suited to its equipment and capability.

This is the great opportunity for the Canadian commer-
cial printing industry. This large market can be entered
succesgsfully and profitably. But it requires a change in
management style and ability. Specifically, it will call
for: ‘

» Selective marketing: identifying opportunities
uniquely suited to plant capability.

» Rationalization of production among plants,
thereby eliminating duplication, encouraging
specialization and leading to higher utilization
of equipment and machinery.

> More sophisticated pricing based, in turn, on
more accurate cost data.

»  Centralized purchasing leading, in turn, to
" volume buying and lower total costs of paper

and supplies.

> Close cooperation between the industry and
governments to ensure adequate facilities and

- 13-



- programs to provide the trained staff implicit
in such growth in a more competitive environ-
ment.,

The commercial printing industry has adapted itself well
in the past to the problems and opportunities of the Cana-
dian market. It is now on the threshold of an even
greater opportunity. Can the commercial printers res-
pond to this new challenge? If they do, this industry
could make a major contribution to our social and econo-
mic well-being.

- 14 -
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INTRODUCTION

A. STATEMENT OF OBJECTIVES

This volume looks at the Canadlan commercial prlntlng industry

~in detail, "Specifically, the study focuses on guldellnes for future plan-
‘nlng ‘Tt offers a complete bank of data on the. industry. ‘Such data en-

ables the forward-looking executive to anticipate the effects of his deci-
sions. Further, the study suggests a basis for formulatlng a healthy
growth strategy Wlth_m the 1ndustry.

. B. SOURCES OF INFORIVIATION ‘

1. Stat1st1cs Canada prov1ded authentlc figures for 1971
the most recent year for published data. The study
also used unpublished data from Statistics Canada.

2. Questionnaire Survey, mailed to some 2,500 commer-
cial printers, resulted in 434 responses usable for
-analytical purposes. This response represents a healthy

' cross-section of the industry for this reason: the com=
bined 1973 sales of the respondents accounted for 37%.
of total industry sales. (Note: a copy of the question-
naire appears in Appendix A. ). ' R

3. Personal Inferviews with over 120 commercial printing
firms prov1ded reactions and attitudes to the problems
of the industry. These interviews covered all ten pro-
vinces but the majority (58%) were held in Ontario and
Quebec where most commercial printing in Canada is
concentrated.

4. GAIA Ratio Studies result from the annual survey of

’ GAIA member firms. The Ratio Studies identify many
meaningful characteristics of the commerc1a1 prlntlng
1ndustry.




C. SCOPE OF THIS STUDY

The printing industry embraces many forms of communication,
Figure 1 groups categories of communication under three headings:
creative, graphic, and essential. TUnder the graphic heading appears
the divisions with which this study is concerned: commercial printing,
in-plant printing, instant printing_, and packaging printing.

Note: throughout the study two terms occur repeatedly: comrriér—- ,

cial printing and the printing industry. The text refers to commercial
printing as ''the industry', and spells out printing industry in full when
that term is intended. '

Standard Industrial Classification Manual lists commercial prin’u—
ing as Industry No. 286, and offers the following definition:

"Establishments primarily engaged in the production of
commercial and/or job printing regardless of the printing
method or process used ..." _ ‘

A detaiied list of thé produéts of commercial printing appears in
Appendix B, '

This study does not include in-house, ’short—run, non-profit xero-

graphy and office duplication. Nor does it deal with information pro-
cessing, a division of the essential communications industry.

D. ACKNOWLEDGEMENTS

Thanks are due to the many members of the industry who gave
generously of time and effort to make this study a success.




Figure 1

A CONCEPT OF COMMUNICATIONS INDUSTRIES DEFINITIONS

Categories of Communications

Characteristics Creative Graphic Essential ’
Medi_um Motion ‘Picture Commercial Printing - Information Processing
" Literature Typography Business Publishing
Fine Arts Packaging Production Newspaper Publishing
Theatre "Print' and mass media Business Forms
Broadecast Advertising Production - Computer
Content Dramatic Information - Facts )
Artistic Graphic Applied Graphic Arts Information
Arts ' -
Function Enlightenment Persuasion - Data‘_processing-storage
Entertainment =~ Education - : ‘and retrieval j
- ’ ‘ ' Infor mation Exchange Process control, monitoring
. i Required Reporting
- Simulation
Value Intrinsic - Tangible-value Highly tangible - compulsory
Intangible is added. Respondent Required for institutional
Cultural action is initiated. or organizational survival.
Format o ) Books - poetry,: Advertising Produﬂcti'g')n' " Catalogues, Diréc'tories,

fiction & non-~

fiction

Plays -
Movies
Music

TV & Radio
Broadcasting

"Print media", signs,
labels L

Business & government
reports '
Direct mail
Audio-Visual aids
Video-tapes

Maps, Blueprints, "Trade
Presg'; Cheques, Printed
Forms, Stamps, Money,
Educational & Instruction
Books, ¥Financial Reports,
Computer Print-outs,

Daily & weekly newspapers,
Dictionaries, Teletype -
CRT Displays - Computer-
output~microfilm (COM)




II

OVERVIEW OF THE COMMERCIAL, PRINTING INDUSTRY

_ This chapter presents a general picture of the commercial print-
ing industry in Canada. It describes the industry and analyses its rate
of growth in rel_atibn to other segments of the Canadian economy. :

~A.  RELATIVE IMPORTANCE OF THE
COMMERCIAL PRINTING INDUSTRY

1. Comparison with the Economy

Value of total shipments of the industry for 1973 is esti-
mated at $945 million. Comparisons: 0.8% of Canada's
gross national product (GNP); 1.5% of value of total
manufacturing shipments. 4 :

The industry has grown steadily in recent years but
since 1962, has not kept pace with GNP growth. Com-

 parisons: in 1962 it represented .96% of GNP; in 1973
it represented . 79%. '

| The industry's share of total manufacturing output
remained relatively steady since 1962,

See Tables 1 to 5 for relative importance of commercial
printing to GNP, total manufacturing, and employment

for Canada and by province.

2. Share of Employment

The industry employed 40, 600 people in 1971 (39,600,
workers, 895 working owners and partners). This
represents .5% of total labour force in Canada.

Employment in the industry has grown steadily but
remains at about 23% of total employment in manufacturing,




Table 1

COMMERCIAL PRINTING IN COMPARISON WITH
GNP AND TOTAL MANUFACTURING |

1962 - 1973
- Total Percent of -
Manufacturing - Commercial Printing to
. Total . Industries . '
- Shipments Shipments :
Commercial - and Total :
~ Printing Services GNP -Manufacturing GNP
Year ($1000,000) - ($1000,000) [ ($'000, 000) % %
1962 389 25,790 42,927 1.50 .96
3 1965 - 488 33,889 55,364 1.44 .88
1 - . .
11968 624 - 42,0861 72,586 1.48 .86
1970 711 46,380 185,610 | 1.53 .83
1971 764 50,275 93,402 1.52 .82
1972 g30(1) N/A 103,407 - .80
1973 945(1) N/A 118,678 | - .79

(1) Estimated by Stevenson & Kellogg.




COMMERCIAL PRINTING SHI PMENTS
IN RELATION TO

Table 2

PRINTING AND ALLIED INDUSTRIES AND TOTAL MANUFACTURING

($'000)
Commercial Printing & Total Manufacturing
Year Printing Allied Industries
%o % Te
1962 389,483 1.5 893,721 3.5 25,790,087 100
1963 416,530 1.5 727,922 3.3 28,014,888 V 100
1964 442,185 1.4 983,921 3.2 30,856,099 100
1965 488,2'78 1.4 1,003,229 3.2 33,839,425 100
1966 550, 957 1.5 1,160,665 3.1 37,303,455 100
1967 596,770 1.5 1,297,276 3.3 38,955,389 - 100
1968 A 624,142 1.5 1,370,351 3.3 42,061,555 100
1969 680, 602 1.5 1,488,301 3.2 . 45,930,438 100
1970 711,429 1.5 1,545,321 3.3 46,380,935 100
1971 764,189 1.5 1,653,839 3.3 50,275,917 100
1972
SOURCE: Statistics Canada
-8 -




Table 3

RELATIVE IMPORTANCE or COMMERCIAL PRINTING

IN TERMS OF VALUE OF SHIPMENTS AND SERVICES BY PROVINCE

total by Statistics Canada is $93.4 billion.

-7 -

1971 ($1000)

Commercial Printing & | Total Economy All,

Region Printin Allied Industries Goods & Serv1ces

To L %o %
Newfoundland % * 1,387, 0001 100
P.:E.:I * S 3 * 281,000 | 100
Nova 'Scotia ) 4, 051 . 16 1 x % 2, 557, 000. | 100
New Brunswick’ 4,086 | .21 14,553 | .76 1,907, 000 100
Quebec 227, 242 .98 474,695 2,04 23, 265,000 | 100
Ontario 421, 693 11| 848,131 .23 | 38 100, 000 100
Manitoba 30, 950 .75 70,081 L. '%1 4, 100, 000 100
| saskatchewan 5, 604 .22 23, 781 .94 | 2,520, 000 - 100
| Alberta ;23,766 .43 68,‘9523 ‘1.25. ‘5, 5‘26,_00(‘)‘ 100
Br. Columbia 44,872 .42 123,241 |1.16 " '10, 646, 000 | .1 0‘0
Total Canada 764, 189 .82 | 19653.,, 839 [1.77 90, 289,000 106

* Confidentiai,
Notes(1) Unpubliéhed data compiled by Proviﬁéial govzaernrf‘lents." -Federal'
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Table 4 I l

TRENDS IN COMMERCIAL PRINTING EMPLOYMENT ' j

IN RELATION TO PRINTING AND ALLIED INDUSTRIES '

(Number of employees, i.e. not including working owners or partners.) ' :

Commercial Printing & Total Manufacturing |

Year Printing Allied Industries Employment I

| % % % |

1962 32,489 2.3 74, 544 5.4 | 1,389, 516 100 l j
1963 - 33,480 2.3 75,166 5.3 1 1,425,440 100 I
1964 - 33, 560 2,2 75, 448 5.1 | 1,491,257 100 I
1965 35, 264 2.2 78, 737 5.0 | 1,570,299 100 '
1966 37,269 2,3 81,996 5.0 | 1,646,024  |100 1 l
1967 38,154 2.3 - 838,594 5.1 | 1,652,827 100 l
1968 38, 437 2.3 84,143 5.1 | 1,642, 352 100 '
1969 38, 723 2.3 84, 654 5.1 | 1,675,332 |100 I
1970 38, 874 2.4 | 84,045 5.1 ] 1,637,001 100 l
1971 39, 632 2.4 84,110 5.2 | 1,628,404 100 I
1972 , ' 100 I
SOURCE: Statistics Canada l
s 1




l Table 5
RELATIVE IMPORTANCE OF COMMERCIAL PRINTING
l ~ IN TERMS OF NUMBER OF EMPLOYEES - BY PROVINCE
o 1971 - R
’ | Commercial .| Printing & - | ‘All Manufacturing Total
Printing Allied Industries | . . Industry. Employment
. Region N I R o ' -('000)
; Te Te T
hNewfoundland 12,580 | 100 -
hP.E.I. " 2,290 | loo -
.Nova Scotia 337 | 1.1 s ] 731,958 | 100 -
hNeW Brunswick 304 | 1.1 1,029 | 3.6 28,565 | 100 -
otal:
Atlantic Prov. 75,393 | 100 618
Quebec 11,452 | 2.3| 22,367 | 4.4 508,591 | 100 2,197
Ontario 21,529 | 2.7 43,015 | 5.4 800,047 | 100 3,079
anitoba 1,783 | 3.7 4,141 | 8.6| ~ 48,325 | 100
Sask 398 |- 2.7 1,534 | 10.5| . 14,578 | 100 > 1,338
Alberta 1,353 | 2.6 3,656 | 7.0{ - 51,941 | 100
Br.Columbia 2,330 | 1.8 6,297 | 4.9 129,308 |' 100 847
Yukon & N.W.T, 221 | 100 -
Total Canada 39,632 2.4 84,110 | 5.2 1,628,404 | 100 8,079

ource:

Statistics Canada

-9 -
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Comparison with all Printing, Publishing
and Allied Industries :

Commercial printing is classified as paft of a larger

. group -~ the printing, publishing and allied industries.

This group congsists of:
B  commercial printing industry (SIC 286);

B platemaking, typesetting and trade bindery
industry (SIC 287);

» publishing only (SIC 288);
> publishing and printing (SIC 289).

From 1962 to 1971, commercial printing increased its
relative importance within the total printing, publishing
and allied industries group.

Of total group establishments, commercial printing now
represents 58,3% (56.5% in 1962); total employment --
47,1% (43.6% in 1962); total shipments and services --
46.2% (43.5% in 1962). Figure 2 graphs these compari-
sons. ' ‘

Relative Importance Compafed With Other Industries

In people employed, commercial printing ranks 8th
largest in all industries (40, 000 employees); in total
shipments, 13th largest ($764 million in 1972); in terms
of value added, -9th place ($472 million in 1972). Figures
3, 4 and 5 chart these comparisons.

Commercial printing has more establishments than any
other industry (see Figure 6). With over 2,100 esta-
blishments it comprises 6., 6% of total manufacturing
establishments.

- 10 -




Figure 2

RELATIVE IMPORTANCE OF COMMERCIAL PRINTING IN RELATION WITH
PRINTING, PUBLISHING AND ALLIED INDUSTRIES

Number of Establishments Total Employees Total Shipments and Services
r100, 000 2,000
L 4,000 - 80,000 , 1,600
) ] 44 4784 ' 889, 650%
. 52.9% | A , 53.8%
-3,000 1. 495% 14,5271 - 60,000 42, 055% +1,200
a3.5% | TR 56. 4%
] ’ X .
= 40,000 - 800
2
20,000 . L 400

1962 1971 1982 1em1 | 1962 1972

% Other allied industries include: SIC 287 - Platemaking, typesetting and trade bindery
SIC 288 - Publishing only
SIC 289 - Publishing and Printing .



Figure 3

NUMBER OF EMPLOYEES OF LEADING INDUSTRIES
(1971)

Thousands of Employees

Ranx ' 5 1015 30 25 30 35 40 45 50 55 G0 65 |70 T5 80
1 L Pul;p and Paper Mills
2 ‘Saw.miills and Planing Mills ' |
4 | Iron and Steel Mills . |
é J Mot(L)r:Vzehicle Manufacturers |
| 8 Corﬂmercial | Printers |
10 | Men's Clothing Factories |
14 Dairy Products ]
15 Bakeries
19 Household Furn.
40 : Distﬂleries

Source: Statistics Canada, General Review of Manufacturing Industries, 1971,
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Rank
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21

32

18

37

Figure 4

SHIPMENTS OF LEADING INDUSTRIES
1971

Value of Shipments ($'000)

| he 00 ¢ Lp e i 3 » :\5 » » @ o @ o
sislziels s 558 58/8 8l 88 83

Motc;r Vehicle Manufacturers ]

Pilp and Pa}l)er Mills | =T |

Petroleum; Refining | | | ] BT

‘Iron' 2ha Steel Millg

Dai;'y Products | : A e | x

Commercial P.x.-inti‘ng‘ a5 2

Tobacco Pr odudts’

| Men's Clothing

Household Furniture Manufacturers

Source: Statistics Canada, General Review of Manufacturing Industries, 1971.
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Figure 5

VALUE ADDED OF LEADING INDUSTRIES

1971
Rank . o ($'900]) , ‘ :
s 3 ! || l ‘ o ) = ' - : k:
a"“ EIEREY o % |w | @ |
§ R EE a= o EE-DE B SN
1 Pul and‘P' er M111s Fd L
T | : ! Bl
2 i Motqr Ve“mclé Manufacturers 1 ] _ :f ,‘vi {
3 d Iron ar]d t e], M1 Is{ | | ‘ (1 b Ll AR e
& 6 | Bawmiiis & Plasing M_llls ot L dee.
: : L = R i e S
9 Commercial Drmt.l 4 ‘ » : e
| S s BRI B Wy 3 iah |
— - pete-]
11 | Dairy Products 0 o
i - A S
20 Bakeries | ] "f ~
| | e
25 | | _iMeg's Clothing Manufacturers ! {"5
35 l . |Household Furniture Manufacturers | | | | ]! |
| | . } ¥ . - {, 1!,. o

Source: Statistics Canada, General Review of Manufacturing Industries, 1971.



Figurel 6

NUMBER OF ESTABLISHMENTS OF LEADING INDUSTRIES

(1971)
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B. PAST GROWTH AND CURRENT SIZE

].0

Number of Egtablishments

Table 6 shows that the industry has increased its esta-
blishments from 1,990 (1962) to 2,128 (1971). Estimated
(but not yet published) for 1973 -~ about 2, 140.

Increases from province to province varies. Smaller
provinces show relatively constant number over the
1962-71 period. But Ontario establishments increased
by 55, British Columbia by 39, Quebec by 34, and
Alberta by 15.

Size of firms varies greatly. Some 1,960 firms (92.1%

of total) employ 50 people or fewer. Of these, 1,000

employ fewer than five people. These 1,960 firms
account for 38. 1% of total industry shlpments (Tables

7 and 8).

At the other end of the scale, some 65 large firms
employ 100 or more (3% of total) and account for 42.5%
of industry's total shlpments '

Shipments

Total shipments for the industry grew at a compound
rate of 8.5% -~ from $389.5 million (1962) to $945
million (1973 egtimate). Growth rate increased in the
last two years, never lower than 4.5% (1970) nor higher
than 13.9% (1973). Table 9 shows shipments in current
dollars. ‘

Value of shipments increased 96% from 1962 to 1971,
This varied from province to province, British Colum-
bia, Alberta, Quebec and Saskatchewan grew more
rapidly than the national average. New Brunswick,
Ontario, Manitoba and Nova Scotia grew at less than
the average rate.

In constant dollars (1961 = 100) total industry shipments

- 16 -




’ | Table 6 |

NUMBER OF ESTABLISHMENTS - BY PROVINCE

Region ] Total i Yukon
. Nova New Atlantic British & Total %
Year Nfld. P.E.I.| Scotia [Brunswick|{ Prov. Quebec | Ontario |Manitoba| Sask. [Alberta |Columbia| N,W,T.| Canada | Change
1962 19 4 | 40 24 | 87 646 887 88 36 89 157 - 1,990
1963 19 4 40 23 86 648 » 878 90 33 89 151 - 1,975 ~ .8
1964 16 5. 37 21 79 647 861 | 92 36 90 152 - 1,957 | - .9
1965 16 5 38 22 81 | 661 872 91 35 97 156 - 1,993 | +1.0
! 1966 V17 5 37 24 | 83 668 896 88 36 97 . 158 - 2,026 +1,6
-3 .
! 1967 18 5 36 i 22 - 81 679 921 87 36 105 162 1 2,072 + 2,3
1968 - 18 5 35 21 79 684 931 81 34 111 167 1 2,088 | + .8
1969 20 5 40 | 28 88 680 955 81 36 108 170 1 2,119 | +1.5
1970 19 6 38 23 | 86 .| 666 952 84 35 107 174 1 2,105 | - .7
1971 14 6 .39 24 83. 680 ' 942 88 34 104 196 1 2,128 +1,1
1972

SOURCE: Statistics Canada




DISTRIBUTION OF ESTABLISHMENTS BY SIZE

Table 7

NUMBER OF EMPLOYEES PER ESTABLISHMENT

1971
Nﬁmber of Establishmentg Shipﬁlents
Employees Number % Value %
($1000)

1-4 938 44,1 34,678 4.5
5-49 1,022 48.0 256,327 | 33.6
50-99 .1 03 4,9 148,603 41‘9..4
100-199 37 1.7 110,803 | 14,'5
200-499 22. 1.0 126,888 16.6
500 + 6 0.3 86,891 11.4
TOTAL 2,128 A100'. 0o | 764,190 | 100.0

Source: Statistics Canada, unpublished data.
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| Table 8

DISTRIBUTION OF ESTABLISHMENTS BY SIZE AND BY PROVINCE
MEASURED IN TERMS OF NUMBER OF EMPLOYEES - 1970

Size by Number of Employees
Province : 15to | 50to | 100 to | 200 to | 500 to| 1,000 to Total
l1to4 | 5to 14| 49 99 199 499 999 1,499
# 14 3 1 1 19
found

Newfoundland %| 73.7| 15.7| 5.2 5.2 100. 0%

. # 4 2 6
Prince Edward Island %1 66.6 33.4 - 100. 0%

. # 18 12 7 1 38

t ,

Nova Scotia %| 47.4| '31.6| 18.4 2.6 100. 0%

. # 12 5 6 ' : 23
. New Brunswick % 59. 2 21.7 26. 1 100. 0%

© #1319 185 | 112 35 7 7 1 666

. b - . -

- Quebec %| a7.8| 27.8| 16.8 5.3 1.1 1.1 0.1 100. 0%
) # 410 288 166 45 24 14 4 1 952
Ontario %| 43.1| -30.1| 17.4 4.8 2.8 1.5 0.4 0.1 100. 0%

. ' # 36 24 1 9 4 84

b : ) . .

- Manitoba, %| 42.8| 28.6| 13.1 10,7 4.8 100. 0%

" 13 17 3 | 2 ‘ _ 35
Saskatchewan % 37.1 48.6 8.6 5.7 _ _ 100. 0%
# 41 36 21 | 3 | , 107

b , ,

Alberta %| 38.3| 33.7| 25.2 2.8 ., 100. 0%

. » : 1  ea4 56 25 | 6 2 1 : 174"
British Columbia % 48.3 32.2| 14.4 3.5 1.1 0.5 100. 0%

Yukon and # 1 1
Northwest Territories % | 100.0 : . 100. 0%

# 952 | 628 358 102 37 22 5 1 2,105
TOTAL % 45.2 29.8 17.0 4.9 1.8 1.0 0.2 0.1 100. 0%

Source; Statistics Canada, unpublished data.



Table 9

VALUE (IN CURRENT DOLLARS) OF TOTAL SHIPMENTS - BY PROVINCE

("000)
Region Total Yukon
Nova New Atlantic British & Total %o
Year Nfld. P.E.I, |Scotia Brunswick| Prov. | Quebec | Ontario |Manitoba | Sask, Alberta | Colunibi N.W,.TJ Canada | Change
1962 1,094 240 3,146 2,107 6,587 102,668| 234,014} 17,914 2,600 9,601 16,098 - 389, 483
1963 , 1, 089 - 244 3, 389 2,207 6,909 | 112,773| 247,257} 18,509 2,788 10,252 | 18,043 - 4186, 530 6.9
1964 1,080 286 3, 026 2, 568 6,960 121,009| 260,134 19,729 3,204 | 11,657 19,402 - 442,185 6.2
1965 1,189 292 3, 425 2,696 7,582 | 136,298| 284,048] 21,189 4,273 12,448 | 22, 461 - 488,278 10.4
! 1966 1,297 303 3,145 2,918 7,663 155,592 318,443| 22,459 4,859 13,901 | 28, 042 - 550, 957 12,8
! .
O -
! 1967 1,279 * 3,165 3,098 * 170,152] 343,010| 23,909 5,030 | 15,849 30,937 * 596, 770 8.3
1968 1,422 * 3,075 2, 557 * 184,836| 350,786 24, 792 5,159 17,608 | 33, 526 * 624,142 4.8
1969 * _ 349 3, 339 2,758 * 203,785 380,410] 26,402 4,937 19,968 | 37,103 % 680, 602 9,4
1970 * 431 3, 604 3,211 * 208,969 396,676 28,666 5,102 21,673 | 41,659 * 711,429 4.5
1971 * * 4,031 4,036 * 227,242 421,693| 30,950 5, 604 23,766 | 44,872 * 764,189 7.4
1972} S : . 830,000 | 8.6
. 1 1
1973 Est. J . B 945, 000 13.8

1Es‘cimated by Stevenson & Kellogg.
* Confidential

o
-SO"-Staﬁsﬂ‘-—-------------




averaged an annual compound growth of 4.1%: from
$383. 7 million (1962) to $618 million (1973 estimated).
The growth rate averaged around 4% with highest of 7. 1%
(1965) to lowest of 0.2% (1970). Table 10 shows values
in constant dollars. o

Employment

Average increase in labour force is 2.2% annually. This
works out as a total increase of 6,806 people between
1962 (32,489 employees plus 1,232 owners) and 1971
(39,632 employees plus 895 owners). Estimated employ-
ment for 1973 was 42,000 (see Table 11).

Size of Firms in the Industry

The following tables summarize the most significant
information about three groups of printing establish- .
ments: : :

> | Groupl - Firms employing over 50 employees.
' - Sales of $1, 000,000 and over.

> ' GroupIl - Firms employing from 15 to 49 employees.
‘- Sales varying from $250,000 to $1 000, 000.

> Group ITI - Firms employing less than 15 employees
~ Sales under $250, 000. :

The infofmatlon dlsplayed in these tables includee:
Number of Establishments '(Taele 12)

>  Value of Shipments (Table 12)

>  Average Sales of Establishrﬁents (Table 12)

>  Total Profit'sr Before Tax (Table 13)

> Average Profits on Sales (Table 13)

- 921 -




Table 10

VALUE OF TOTAL SHIPMENTS (CONSTANT DOLLARS) - BY PROVINCE
Base 1961 - 100)

Region Sub-~
Nova New Total British Total Index %
Year Nfld, P.E.I. Scotia  (Brunswick| Atlantic Quebec | Ontario | Manitoba| Sask. Alberta | Columbial] Canada (L) Change
1962 1,080 240 3,100 2,080 6,500 | 101,150 |230, 560 17, 650 2, 560 9, 460 15,860 | 383,730 |101.5
1963 1,030 240 3, 270 2,130 6, 660 | 108,750 (238,440 17,850 2,680 9, 890 17,400 | 401, 670 {103.7 4,7
1964 1,020 270 2, 860 2,420 6, 570 | 114,270 | 245,640 18, 630 3,110 11,010 18,320 | 417,550 [105.9 4,0
1965 ,1‘ 070 270 3,140 2, 470 6,950 | 124,820 {260,120 19, 390 3,910 11, 400 20, 570 [447,140 |108.2 7.1
1966 1,140 270 2, 760 2, 560 6, 730 | 136,480 |279, 340 19,700 4,260 12,180 24,600 |[483,300 [114.0 5.8
1967 1,080 * 2,680 2, 620 6,650 {144,070 {290, 440 20, 240 4,260 13,420 26,200 | 505, 310 }118,1 4,6
1
N
Do 1968 1,160 * 2, 510 2,090 6,030 [ 151,010 | 286,590 20, 250 4,210 14, 390 27, 390 | 509,890 [122,4 ~9
1 .
1969 * 270 2,600 2,150 6,180 | 158,960 |296, 730 20, 590 3,850 15, 580 28,940 {530,890 |128.2 4,1
1970 * 320 2,700 2,400 6,580 { 156,300 | 296, 690 21,440 3,820 16, 210 31,160 {532,110 [133.7 .2
1971 * * 2,910 2,920 7,310 | 164,310 | 304,910 22, 380 4,050 17,180 32,450 | 552, 560 [138,3 3.8
1972 Est, 574,800 | 144,40 4.0
1973 Est. 618,000 { 153.,0 7.5
*Confidential

Index: Total Domestic Demand, GNE, Implicit Price Indiex, 1961 = 100,
Source: Statistics Canada.




Table 11

NUMBER OF EMPLOYEES (TOTAL ACTIVITY) - BY PROVII\ICE1

Region Total Yukon
' : Nova New Atlantic ‘e : British ) & Total Working Total %
i Year Nfld, P.E.I. Scotia _ [Brunswick] _Prov. Quebec | Ontario | Manitoba Sask. | Alberta [Columbia N.W,T. | Canada Owners | Personnecl{ Change
1962 152 26 352 252 782 8,818 18, 662 1,614 286 961 1,367 - 32,489 1,232 33,721 -
1963 151 22 353 252 778 8,207 19,100 1,702 288 984 1,421 - 33,480 1,128 34,608 2.6
1964 148 22 336 312 818 9,434 18, 788 1,704 311 1,015 1,490 - 33, 560 1,079 34,638 -
! 1965 148 24 333 302 807 10,166 19,.471 1,725 417 1,.023 1,655 - 35, 264 1,038 36, 402 5.1
N,
w ;
| 1966 146 24 337 300 807 10, 577 20,703 1,800 439 1,076 1,867 - 37, 269 1,034 38, 303 5.2
1967 138 * 316 280 * 10,638 | 21,303 1, 841 440 1,144 2,025 * 38,154 "1,047 39, 201 © 2.3
1968 146 * 287 228 T io, 988 21,177 1, 811 432 1,239 2,101 * 38,437 988 39,425 .6
1969 . * 28 300 221 * 11,138 | 21,256 1,646 420 1,293 2, 279 * 38, 723 1,003 39, 726 B :
1870 * 27 206 229 * 10,910 21,493 1,718 397 1,349 2,311 . ® 38,874 935 39,809 .2
1871 * £ " 337 304 * 11,452 21, 529 1,783 398 1,353 2,330 * 39,632 895 40, 527 1.8
1972
*Confidential

lSource: Statistics Canada .
Stevenson & Kellogg estimate of total employment in 1972 was 41, 200 and in 1973 was 42, 000




Table 12

SUMMARY TABLE - INDUSTRY STRUCTURE GROUP

ESTIMATED NUMBER OF ESTABLISHMENTS, VALUE OF
SHIPMENTS AND AVERAGE SALES PER ESTABLISHMENT

1973

Industry Structure
Number of .
Establishments Value of Shipments Average
Size Range tShme Sales Per
Group Establishment
Total Sales Volume No. Percent Dollar Volume Percent :
Emplovees
I Over 50 $1, 000, 000 and 177 8.2 $585, 000, 000 61.9 $3, 305, 800
. over
DN
o> ) .
! II 15 - 49 - | $250, 000 to 395 18.5 $221, 100, 000 23.4 $ 559,800
$1,000, 000 : . .
111 Under 15 Under $250, 000 1,568 73.3 -1 $138, 900, 000 14,7 $ 88, 600
TOTALS 2,140 100.0 $945, 000, 000 100.0 $ 441,600

Source: Stevenson & Kellogg projected estimates.




Table 13

SUMMARY TABLE - INDUSTRY STRUCTURE GROUPS
ESTIMATED PROFITABILITY OF ESTABLISHMENTS BY

GROUP SIZE RELATIVE TO SALES VOLUME

1973
Industry Sales Volume Total Total Before Profits
Structure Size Range Group Sales Tax Profits on Sales
Group g _ ($1000) ($'000) (%)
I $1, 000, 000 585,000 29,320 5.0
and over
II $250, 000 to 221,100 8,940 4.0
’ - $1,.000, 000 A
III Under 138,900 7,290 5.3
$250, 000 .
TOTAL $945, 000 $45,550 4,82%

Source: Est_ima{ted by Stevenson & Kellogg.
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B Number of Establishments from 1970 to 1973
(Table 14)

B Growth in Shipments from 1970 to 1973 (Table 15)

B  Growth in Total Employment from 1970 to 1973
(Table 186)

»  Growth in Average Sales per Establishment from
1970 to 1973 (Table 17)

B Profits on Sales and ROI for 1970 to 1973
(Table 18)

B  Total Assets Employed by Size from 1970 to
1973 (Table 19)

These tables will be discussed in the following chapters.

In most of the cases the three categories will be divided
into smaller sub-groups.

C. CONSUMPTION OF SUPPLIES AND EQUIPMENT

Materials, supplies and purchased services represent an overall
40% of the value of shipments.. The elements include:

Percent of

Shipments

Fine and printing specialty papers 20
Newsprint 3
Supply materials - films, plates,

chemicalg, blankets, etc. - 6
Services purchased outside 5
Ink 2
All others 4

40%
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Table 14

SUMMARY TABLE - INDUSTRY STRUCTURE GROUPS
ESTIMATED PAST GROWTH OF NUMBER OF ESTABLISHMENTS
BY SIZE GROUP 1970-1973

Estimated Number of Establishments
Industry Size Range
Size Group | By Employees 1970 ' 1871 1972 1973
No. % No. % No. % No. To
- I 50 and over 167 7.9 170 8.0 173 8.1 177 8. 2
q . N . . .
1
II 15 -'49 358 17.0 372 17,5 384 18.0 395 18.5
Il | Under 15 1,580 | 75,1 | 1,586 | 74,5 | 1,577 | 73.9| 1,568 | 73.3
TOTAL 2,105 100.0 2, 128 100.0 2,134 100.0 2,140 100, 0

Source: Statistics Canada and Stevensdn & Kellogg projected estimates.




Table 15

SUMMARY TABLE - INDUSTRY STRUCTURE GROUPS
ESTIMATED PAST GROWTH OF VALUE OF SHIPMENTS

BY SIZE GROUP 1970-1973

Estimated Value of Shipments ($'000)
Industry Size Range
Size Group | By Employees 1970 1971 1972 1973
 No. To No, - %o No. % No. %
;3 I 50 and over 440,700 | 62.0 | 473,000 61.9 | 526,200| 61.9 | 585,000 61.9
o o
1
11 15 - 49 158,200 | 22.2 | 175,000 22.9 | 200,600 23.6 | 221,100 23.4
111 Under 15 112,500 | 15.8 '116,200 15.2 | 123,200 14.5 | 138,900 14,7
TOTAL 711,400 {100.0 | 764,200 | 100.0 | 850,000 100.0 | 945,000 | 100.0

Source: Statistics Canada‘and Sfeve‘ns’on & Kellogg projected estimates.
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Table 16 ‘

SUMMARY TABLE - INDUSTRY STRUCTURE GROUPS
ESTIMATED PAST GROWTH OF TOTAL EMPLOYMENT
BY SIZE GROUP 1970-1973

Estimated Total Employment ('000)

- Industry Size Range.
Size Group | By Employees 1970 1871 1972 1973
’ No. % No. %o No. % No. %
I 50 and over | 23,250 | 58.4 | 23,600 | 58.3 | 24,000 | 58.3 | 24,600 | 58.6
II 15 - 49 9,250 23.2 9, 600 23.7 9, 900 24,0 | 10,200 24,3
1 Under 15 | 7,300 | 18.4| 7,300 | 18.0 | 7,300 | 17.7 | 7,200 17.1
TOTAL 39, 800 100.0 | 40, 500’ 100.0 41,200 | 100.0 | 42,000 100.0
Source: :Statistics Canada and Stevenson & Kellogg proj,e"é’ced‘esti‘mate.s,: -




Table 17

SUMMARY TABLE - INDUSTRY STRUCTURE GROUPS
ESTIMATED PAST GROWTH OF AVERAGE SALES PER ESTABLISHMENT

BY SIZE GROUP 1970-1973

) Estimated Average Salies Per Establishment
Industry Size Range
Size Group | By Employees 1970 1971 1972 1973
I 50 and over $2, 639,000 $2, 782,000 $3, 042, 000 $3, 305,800
l _
w
? T 15 - 49 , 442,000 - 470,000 522,000 559, 800
111 Under 15 71,200 73, 300 | 78, 100 88, 600
Industry Average (1) $ 338,000 $ 359,000 $ 398,000 $ 442,000
NOTE: (1) Industry averages do not total to sub-categories above.
Source: Tables 7 and 8. , -




Table 18

SUMMARY TABLE - INDUSTRY STRUCTURE GROUPS
ESTIMATED PAST GROWTH OF FIRM PROFITABILITY(!)
“ BY SIZE GROUP 1970 1973 .

4 1970 1971 1972 1973
S.Induétry BSI%e Ri‘ng:e Profits (2)| Protits Profits. Profits
tze Lroup | by LMployees on ROI on ROI on ROIL on ROI
’ Sales(1 Sales Sales Sales
1. } ' ’ .

e I 50 and over 5.36 | 5.64 | 4.89 5, 42 4,93 5,46 5,0 5.5

! s . : : '
i 15 = 49 4.69 | 5.20 | 4.59 | 5.30 4,6 5.3

1 3.75 |l4.2

I . | Under 15 : * 4,50 | 5.12 | 5.20 | 7.01 5.0 6.6
Industry Average 5,10 5,42 4,86 5,39 4.89 5.48 4.9 5.6

NOTE: (1) "Profits on Sales" in this table mean Net Income before taxes.
(2) "ROI" is before tax, operating return on operating assets

Source: - 1970-1972 GATA Data, 1973 projected estimate by Stevenson & Kellogg.

~




Table 19

SUMMARY TABLE - INDUSTRY STRUCTURE GROUPS
ESTIMATED PAST GROWTH OF TOTAL ASSETS EMPLOYED
BY SIZE GROUP 1970-1973

(1)

Estimated Total Assets Employed ($'000)
Industry Size Range
Size Group | Sales Volume 1970 1971 1972 1973
$ % $ % $ % $ %
! I $1, 000, 000 439,500 |. 65.7 |473,000| 66.2 | 504,000 66.0 {538,000 66. 4
S and over :
t
I $250, 000 to 113,000 | 17.0 [127,000{ 17.8 | 148,000 19.3 {169,000 | 20.8
$1, 000, 000
111 Under ‘ : _
$250, 000 - {115,000 17.3 | 114,000] 16.0 | 112,000 14.7 }104,000 12,8
TOTAL | 667,500 100.0 | 714,000 | 100.0 |764,000| 100.0 {811,000 100.0
(1) Total assets employed are valued before depreciation. .

Source: Stevenson & Kellogg estimates.




Fine Papers

Commercial printers bought 57% ($139 million) of fine
and printing papers produced in Canada in 1971. (After
exports and imports, this figure becomes 70 to 75% of

- available quantities.) This represents annual growth of

63% compounded from a 1962 level of $78.8 million.
Consumption in 1973 is estimated at $190 mllllon,

" See Table 20 for details of purchases (1962 to 1971) and

their relation to Canadian production, imports and exports.
Newgprint

Commercial printers consumed $20 million in 1971, triple -
the value in 1962. This represents 2% of Canadian produc—
tion. Table 21 shows this relationship.

Ink /

Commercial printers spent $14 million on ink in 1971.

This represents 45% of Canadian ink production. Table
22 shows growth in ink purchases since 1962. Note the

consistent pattern of growth averaglng 9% per year durlng

thls period.

Machinery and Equipment

. In 1971 the printing industry ivmported‘ machinéi'y and

equipment valued at $56. 6 million. (There is no signifi-
cant manufacturer of printing equipment in Canada.
Capital value of imported machinery when installed would -
increase roughly 50%.) Table 23 shows data on imports.

Commercial printers account for slightly less than half
of the machinery imported. The publishing and printing
sector of the industry buys 45%; engraving and allied
industries buy 8 to 9%.
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Table 20

RELATIVE IMPORTANCE OF COMMERCIAL PRINTERS
AS PURCHASERS OF PAPER(D

Produced
Purchases(l) in Canada(l) Imports<2) Exports(g)
Year | Establishments ($'000) % ($'000) % ($1000) ($'000) %
1962 1,990 . 78,775 66" 1‘19,405 ' 100 N.A. 14,013 12
1963 1,975 83,893 66° 126, 650 100 N.A. ' 15,578 12
1964 1,957 91,459 66 138,157 100 7,104 21,072 15
1965 1,993 99, 580 66 - | 150,289 100 -+ 8,061 24,750 16
1966 » 2,026 116,883 66 176,278 100 10, 295 32,932 19
1967 . 2,072 124,581 67 184,943 100 10, 337 35, 516 19
1 1968 2,088 123, 235 66 187,145 100 12,131 32, 321 17
Eg 1969 2,119 133,758 65 | 206,686 100 16,238 48,662 24
1 1970 2,105 133,953 56 238,232 100 16,235 69,636 29
1971 . 2,128 - 139,009 57 241,810 100 18,895 69,693 29

Source: Statistics Canada

(1) Paper includes paper products classified as fine papers, book papers, groundwood
printing and speecialty papers used by priniers. Percentages based on Canadian pro-
duction being 100%.

(2) Import classifications include paper for printing such as bond, chart, ledger, covers,
bristols, and fine papers. Imported newsprint is also included under the general
classification of "paper for printing" which accounis for about 40% of total imports
shown,

(3) Export classifications include paper for base stock for coated printing paper, ground-
wood printing paper, writing and reproduction paper, and fine papers. Percentages
based on Canadian production being 100%.

N.A. - Not available due to changes in classification in 1964.

— N - N - - - - . - - S




Table 21

RELATIVE IMPORTANCE OF COMMERCIAL PRINTERS
AS PURCHASERS OF NEWSPRINT PAPER

(1)

Produced
Purchases(l) in Canada
Year Establishments ($'000) %o ($'000) %
1962 1,990 7,145 .9 819,079 | 100
1963 1,975 8,592 1.1 809,248 | 100
1964 . 1,957 8,028 .9 887,612 100
1965 1,993 8, 956 1.0 927,832 | 100
1966 2,026 10, 485 1.0 ;1 025,048 | 100
1967 2,072 12,053 1.2 998,020 | 100
1968 2,088 14,039 . | 1.4 | 1,015,794| 100
1969 2,119 17,110 1.5 1,114,707 | 100
1970 2,105 19, 438 1.8 1,106,688 | 100
1971 2,128 21,618 2.0 | 1,083,225| 100
' Source: Statistics Canada

Newsprint purchases shown refers only to purchases by commer-"
cial printing establishments, i.e. in SIC 286.
Printing" establishments (i.e. SIC 289) account for over $90
million consumption of newsprint. ;
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Table 22

RELATIVE IMPORTANCE OF COMMERCIAL PRINTERS
AS PURCHASERS OF INK

Produced
Purchases(l) in Canada Imports Exports
Year | Establishments | (3'000) % | (3'000) % | (3'000) $'000) | %
1962 1, 990 6,153 32 | 19,244 100 | N.A..
1963 1,975 7,038 | 36 | 19,632 | 100 | N.A.
1964 1,957 8, 334 41 | 20,177 100 | 2,127 DATA
: 1965 1,993 8,812 39 | 22,352 100 | 2,076
@ 1966 2,026 10,113 | 42 | 24,127 100 | 1,954 NOT
! 1967 2,072. 10, 962 43 | 25,457 100 | 2,334 AVAILABLE
1968 2,088 11, 217 42 | 27,002 100 | 2,289
1969 2,119 12, 764 a7 | 27,333 100 | 2,917
1970 2,105 13, 603 50 | 27,074 100 | 1,984
1971 2,128 14,131 45 | 31,494 | 100 | 1,672

Source:; Statistics Canada

(1) Ink purchaseé shown refers only to purchases by commercial printing establishments,
i. e, in SIC 286.
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Table 23

_CANADIAN IMPORTS ) OF PRINTING AND
RELATED MACHINERY AND EQUIPMENT

Type of Machinery and Equipment .

Year 'Preparator-y(z) , Printing(g) ' ,Finishing(4)- Tota1!®)

1962 |

1963 } - Not available due tq classification vchanges in 1964.

1964 7,714 25,468 1,763 34, 945

1965 7, 564 20, 644 1,838 30, 046
. 1966 7,193 21, 892 2,324 31,409
@ 1967 8,404 27,090 2,874 38,168
' 1968 ‘ 7,289 29, 789 2,707 39, 785

1969 9, 280 34,024 4,101 47,405

1970 12,035 - 39,188 3,728 54,951

1971 10, 685 . 43,079 2, 850 | 56,614

 Source: Statistics Cénada
- (1) Virtually all new machinery purchased is imported into Canada.

(2) Preparatory equipment includes typesetting, composing, type foundry, and special
type equipment.

(3) Prmtmg equipment includes presses and parts of all types.

(4) Flmshmg equipment mcludes bookbinding machmery Note: paper shears are
included in printing equipment classifications in (3) above.

(5) Commercial printers are estimated to purchase about one-half of these totals.




5. Printing Press Machinery

Commercial printers and publisher/ printers bought $43
million in printing machinery in 1971, or 70 to 75% of
total printing and related machinery purchased. (In-
house printing purchased between $3 and $4 million. )

6. Preparatory Machinery (typesetting, composing machines)

This machinery accounted for $2.9 million in 1971, or
19 to 23% of machinery purchased in the industry.

7. Finighing Equipment

This consists of machines to handle énd bind matter into
the finished product and accounted for $2.9 million in
1971, or 7 to 9% of machinery purchased in the industry.

CONCENTRATION RATIOS

1. In Terms of Nﬁmber of Establishments

A small number of businesses produce a large percent-
age of the industry's output. Table 24 ghows that in 1971,
1. 1% of the total number of establishments accounted for
27, 1% of the value of shipments. It further showed that
125 establishments (7% of total) shared 61% of value of
shipments. - '

Here is further indication of this high concentration:
65% of total number of establishments account for 97. 4%
of total shipments. At the lower end of the scale, 35%
of the establishments ($50, 000 and under group) share a
mere 2.6% of total industry shipments.

However, this concentration is not abnormal. When
compared with other industries, printing does not differ
in terms of concentration. Here is a comparison: in
1968, 2% of the printing companies accounted for from
40 to 45% of total shipments. In two other industries --
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Table 24

CONCENTRATION OF -SHIPMENTS BY ESTABLISHMENTS IN COMMERCIAL PRINTING - 1971

. Accumulated Accumulated Concentration
Size Group , - Total Shipment Shipments Ratios ~
By Shipments .Establishments Establishments $'000 $'000 % Estab. % Shipments
$5,000,000 + 23 223 207,018 207,018 1.1 27.1
$1,000,000 to .
4,999,999 125 148 258,144 465,162 7.0 60.9
$500, 000 to
999,999 151 294 101,906 567,068 13.8 74.2
$200,000 to
499,999 311 610 97,902 664,970 28.6 87.01
$100,000 to , o _
- 199,999 351- 961 - 49,433 714,403 © 45,2 93.5
$50,000 to o o | -
99,999 422 1,383 30,276 744,679 65.0 ©97.4
$49,999 to , . . :
0 745 2,128 - 19,510 764,189 - 100.0 100.0

SOURCE: Stétistics’ Canada, unpublished data.




baking and logging (both having about the same number
of establishments as printing) -- 2% of the companies
accounted for from 60 to 75% of the industry's shipments,

2. In Terms of Leading Companies

A look at leading companies (Table 25) shows further
concentration in the industry. In 1965 and again in 1968,
the top 20 companies shared 34% of total shipments.

The top 50 companies shared 48%. Figure 7 graphs this’
relationghip.

3. In Terms of Establishments Per Companies

Evidence suggests that leading companies do not tend
toward significant increases in their concentration. To
wit:

In 1965 the top 20 companies controlled 47 establish-
ments. In 1968 this grew to 53, an increase of 12% in
the three years.

In 1965 the top 50 companies controlled 83 establish-

ments. In 1968 this grew to 88, an increase of 3.5% in
the three years.

i E, PROXIMITY TO MARKETS

Commercial printers tend to locate close to their markets. The
survey shows that 81% of establishments send the bulk of shipments
within a 50 mile radius. A mere 2% of establishments report the bulk
of shipments over 500 miles. Table 26 shows these radius ranges by
province, : '

‘ On the basis of shipment dollars, 68% is shipped within 50 miles,
5% shipped beyond 500 miles. Table 27 shows this in detall
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Table 25

CONCENTRATION OF SHIPMENTS BY COMPANIES
IN COMMERCIAL PRINTING - 1965 vs. 1968

1965(1) 1968(2)
NO. OF - .
LEADING - NO. OF % OF NO. OF % OF
coMPANIES!) ESTABLISHMENTS | SHIPMENTS ESTABLISHMENTS SHIPMENTS
4 ’ 23 13.5 - 24 15.0
8 28 - 22,5 . 31 23.3
12 , 39 27.4 41 28.2
1 ) )
H 16 43 B 31.3 ' 46 31.6
, ,
20 47 34.5 53 34.7
50 83 48,1 88 48.4

Source: Statistics Canada
Eé)) In 1965, there were 1,956 companies and 1,991 establishments.

In 1968, there were 2,045 companies and 2,088 establishments.
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Table 26

RANGES OF SHIPPING DISTANCES
IN TERMS OF ESTABLISHMENTS! |

1974
Province

Range Nfld. PEIL N.S. N.B. Que. Ont. Man, Sask. Alta. | B.C. Total

0 - 25 miles No. : 9 3 77 | 121 15 12 30 29 296

: % - 75 50 | = 66 63 71 86 83 81 68

0 - 50 miles - No. 10 4. 92 | -149 17 14 34 32 352

% - 83 67 79 78 81 100 94 89 81

it -~ |0-100miles- No. g - - 107 | 165 - - - 35 387
N % - - - 92 86 - - - 97 - 89
" 8 ) v

' g

0 - 200 miles No. & - 86 110 175 18 {0 - . 35 36 405

% g - 100 95 | 91 86 - 97 100 93

g : ,
ot

0 - 500 miles No. = 12 - 115 | 188 - - - - - 425

% 100 - 99 98 - - - - 98

Over 500 miles No. - - - 1 4. 3 - 1 - 9

%o : - - 1. 2 14 - 3 - 2
TOTAL No.| 1 12 6 116 | 192 21 14 36 36 |- 434

% - 100 100 | - 100 | 100 | 100 100 100 100 100

Source: Stevenson & Kellogg Industry Survey, March ‘1974.'

1 The numbers of establishments shown in the table are those who reported that
"the bulk of their shipments' are within the radius range specified.




Table 27

RANGES OF SHIPPING DISTANCES
IN TERMS OF SHIPMENT DOLLARS
1974 - ($, 000)

Prgvince
Range Nfld. | PEI N. S. N. B. Que, Ont. Man. Sask. Alta. B. C. Total
0 - 25 miles $ ; 1,137 247 56,266 | 113,858 8, 358 - 2,490 8, 665 15,440 | 208, 457
% 52 20 58 . 58 . 53 95 72 88 60
0 - 50 miles $ 1, 383 963 61,297 | 131,701 8, 6217 2,611 10,513 ‘16,613 | 233,710
% 63 77 63 67 55 100 87 95 68
! 0 - 100 miles $ o - - 66, 693 141, 505 - - - 17,426 | 249,723
B A < - - - 68 |. 72 - - - 100 73
S _
g N
! - _ ‘
0 - 200 miles $ § - 1, 257 67, 401 158, 446 11,032 - 11, 680 17,489 | 271, 302
%o = - 100 69 81 70 - 97 - 79
2
g .
0 - 500 miles $ = 2,190 - 89,165 | 192,444 - - - - 327,870
% g 100 - : 92 |- 98 - - - - 95
Over 500 miles $ - - 7,559 4,198 4,739 - 400 - 186, 8917
% - - 8 2 30 - 3 - 5
TOTAL $ 2, 190 1,257 | 96,724 | 196,642 15,771 | 2,611 12,080 17,489 | 344,767
% 100 100 . 100 100 100 100 100 100 100

Source: Stevenson & Kellogg Industry Survey, March 1974.




F. FORM OF OWNERSHIP

1.

In Terms of Establishments: Canada

Statistics Canada for 1971 shows Canadian ownership in
commercial printing firms as follows (see Table 28):

Individual ownerships 28%

Partnerships : %

Incorporated companies and
cooperatives ‘ 65%

This roughiy parallels the situation in manufacturing.
For all manufacturing in Canada, according to the S & K
survey, ownership is:

1971 1974

Individual ownership ‘ 22% 21%
Partnerships ‘ ‘ ' 5% 10%
Incorporated companies and ' )

cooperatives o ‘ 73% 68%. -

In Terms of Establishments: the Provinces

(a) Individual Ownership

In Quebec and the Maritime provinces, indivi-
dual ownership accounts for more than 30% of
establishments. Ontario and Western provinces
averaged less than 30% (see Table 29).

(b) Partnerships

The national average (7%) varies little by pro-
vince. Largest is Nova Scotia ~~ 10, 4%.
Smallest is Quebec -~ 6.6%.

(¢) Incorporated Companies and Cooperatives

These lead in all provinces. In Ontario and the
west -~ 65%; in Alberta (the highest) -- 84. 6%.
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Table 28

TYPES OF ORGANIZATION - COMMERCIAL PRINTING
INDUSTRY COMPARED WITH ALL
MANUFACTURING INDUSTRIES - 1969 AND COMMERCIAL
PRINTING SURVEY - 1874

SIC 286, SIC 286,
Commercial A1l Manufacturing Commercial
: , Printing Industries Printing,
Type of Organization Canada, 1971 1971 Survey, 1974
Establishments | % E stablishments % | Establishments | %
\ Individual Ownership 589 28 7,043 22 90 21
N S ' o
o Partnerships 150 7 : 1,751 - 5 45 10
I . .
Incorporated Companies , 22,622 71 296 _ 68
o } 1,389 65 |
Co-operatives 492 2 3 1
Total 2,128 .| 100 | 31,908 100 434 100

Source: Statistics Canada, unpublished data and Stevenson & Kellogg survey of 434
commercial printers.




Table 29

NUMBER OF ESTABLISHMENTS BY TYPE OF ORGANIZATION - 1971

Newfound-
land
Type of and
Organization Prince ; Study
Edward Nova New Sask- British - Total Sample
Island Scotia Brunswick| Qucbec Ontario Manitoba | atchewan Alberta | Columbia Canada 4 %
# 9 12 .9 241 256 i8 6 8 30 589 90
Individual Ownership % V 42.9 30.7 37.0 35.4 27.2 20.4 17.6 7.7 15.3 27, 7% 21
%o == 1.5 2.0 1.5 40.9 43.5 3.1 1.0 1.4 5.1 100. 0%
# 3 4 - ' 45 69 7 - 8 14 150 45
Partnership % V 14.3 10.4 - 6.6 1.3 8.0 - 7.7 7.1 7.0% 10
= 2.0 2.7 = 30.0 46.0 4,7 - 5,3 9,3 100, 0%
i
N Incorporated Co. # 9 28 15 394 617 63 28 88 152 1,389 298
-3 Incorporated Co-op, %o V 42,8 58.9 63.0 58.0 65.5 71.6 82.4 84.6 77.6 65. 3% 69
Ini ted Co-op. -
' Unincorporated Co-op. |, . 7 1.7 1.1 28. 4 4.4 4.5 2.0 6.3 10.9 | 100.0%
# 21 39 24 680 842 88 34 104 196 v2, 128 434
TOTAL % V 100.0 100.0 100.0 100.0 100.0 100.0 100, 0 100.0 100,.0 100. 0% 100
% == 1.1 1.8 1.1 32,0 44.2 4,1 1.6 4,9 9.2 | 100.0%

Source:; Statistics Canada, unpublished data.




In Terms of Sales and Employment

Individual owners account for 2. 8% of sales, 3.6% of
employment. Partnerships account for 1. 3% of sales,
1. 7% of employment. Incorporated companies and
cooperatives account for 95. 9% of sales and 94. 7% of
employment (see Tables 30 and 31).
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Table_ 30

SALES BY TYPE OF ORGANIZATION - 1971 .

Newfound-
land
‘Type of . and
Organization ' Prince
Edward Nova New K Sask- British Total
Island Scotia Brunswick |.- Quebec Ontario Manitoba | atchewan Alberta Columbia Canada
$1000 . 190 313 227 8,998 10, 186 530 165 228 791 21,628
Individual Ownership % Y 9.8 . 7.7 5.6. | - 4.0 2.4 1.7 3.0 1.0 1.8 - 2.8%
%o === .9 1.4 1.0 41.6 47.0 2.5 .8 1.1 3.7 100.0%
) $'000 126 149 - : 3,025 5,149 222 - 363 757 © 9,791
Partnership % ¥ 6.5 3.7 [ - 1.3 1.2 .8 - s 1.7 1.3%
% = 1.3 1.5 - | s0.9 | s2.6 ‘| - 2.3 - 3.7 7.7 | 100.0%
l Incorporated Co. $1000 1,629 3,569 3,858 215,218 406, 359 30,198 5,439_ 23,176 43,324 732,771
~ Incorporated Co-~op. % V 83.7 88.6 94,4 - 94,7 96.4 97.5 97.0 ‘97.5 96.5 95.9%
© Unincorporated Co-op. |, . 2 .5 .5 29.4 55.5 4.1 .7 3.2 5.9 | 100.0%
1 . i . - R
$'000 1,945 4,031 4,086 227,242 421,693 30, 950 5,604 23,766 44,872 | 764,189
TOTAL %o V 100.0 100.0 100.0 100.0 100.0 ‘ 100.0 100.0 +100.0 100.0 100. 0%
% == .3 .5 .5 29.7 55,2 4.1 7 3.1 5.9 100.0%

Source: Statistics Canada, unpublished data,




Table 31

NUMBER OF EMPLOYEES BY TYPE OF ORGANIZATION - 1971

Newfound~
land
Type of and
Organization Prince
Edward Nova New Sask- British Total

Island Scotia Brunswick| Quebec Ontario Manitoba | atchewan Alberta Columbia Canada
30 25 14 620 658 45 14 15 52 1,463
Individual Ownership % V 18.5 7.0 4.5 5.3 3.0 2.5 3.5 1.1 2.2 3. 6%
% == 2.2 1.8 .2 42.5 45.1 3.2 .2 1.1 3.7 100. 0%
- 15 - 205 341 21 - 26 49 667
Partnership % ¥ - 4.2 - 1.7 1.6 1.1 - 1.9 2.1 1.7%
Ty 3= - 2.3 - 31.2 51.3 3.4 - 4.2 7.8 100. 0%
I Incorporated Co. 132 317 ) 299 10, 958 20, 929 1,748 391 1,338 2,287 38,397»
o1 Incorporated Co-op. Po V 81.5 88.8 95.5 93.0 95.4 96.4 896.5 97.0 85.7 94.7%

’ni ted -op.
© Unincorporated Coop. | o o .3 .8 .8 28. 5 54:5 4.6 1.0 3.5 6.0 100. 0%

1

202 357 313 11,773 21,928 1,814 405 1, 377 2, 388 40, 527
TOTAL % V 100.0 100.0 100.0 100.0° 100.0 _ 100.0 100. 0 100.0 100.0 100.0%
% == .5 .9 .8 29.0 54.0 4.5 1.0 3.4 5.9 100.0%

Source: Statistics Canada, unpublished data.
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F PRODUCT AND PRODUCTION CHARACTERISTICS.

- This chapter presents data on the production of goods.by the com-
mercial printing industry. Much of the information stems from the
Stevenson & Kellogg survey done in March 1974, To permit comparisons,
the study reallocated Statistics Canada figures for 1968 on the industry.

A, SHIPMENT BY PRODUCT LINE

1. Major Product Line

The study identifies seven.broad groups of ‘prodﬁcts. One
of these groups -- specialties -- breaks down into seven
sub-groups plus "other' classification (see Table 32).

Specialty printing accounts for 58% of total industry

" shipments. Estimated increase from 1968 to 1973 is
52% for this group compared.to a total 1ndustry mcrease
of 51% (see Table 33).

Business forms (second largést) account for 14.7%. .
Increase from 1968 to 1973 is 45%, somewhat lower than
. the general industry.

" Publications accounted for 11. 6%, an increase of 57%.

Liabels and tags represents 5.4% of 1973 sh1pments, an
increase of 50%.

Books represent 5. 5%, an increase of 57%.

Péckaging accour_fcs for 3. 1% but shows .the‘largesf
increase -- 81%,

Non—prin’ced—products represent 1. 7%, an increase of 7%.
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Table 32

ESTIMATED TOTAL VALUE OF SHIPMENTS BY PRoDUCT(1)

(From 1968 to 1973)

($1000)
Product 1968 1969 1970 1971 1972 1973
1. Specialties
Advertising, : -

(pamphlets, etc.) 117,500 130,500 133,700 143,700 161,300 191,000
Display Posters, ' ’

Billboards 19,400 21,600 22,200 24,000 26,000 29,000
Catalogues 45,000 50,000 51,300 55, 000 60, 000 68,000
Greeting Cards 33,500 37,200 38,200 41,000 43,000 45,000
Blank Books and . .

Printed Forms 19,400 . 21,600 22,200 24,000 24,500 25,000
Calendars 5,400 6,000 6,200 6,500 7,200 8,000
Stationery 67,000 74,400 76,300 82,000 89,000. 100, 000
Other Printed

Products 52,900 58,800 60,300 - 65,000 70,000 | 82,000

Sub-Total 360,100 400,100 410,400 441,200 481,000 548,000
2. Business Forms
Continuous Types 51,800 55,100 59,400 63,000 69,000 75,000
Individual Types 44,200 46,900 50,600 55, 000 59, 000 64, 000
Sub-Total 96, 000 102, 000 110,000 118,000 128, 000 139, 000
3. Publications (for
publishers)
Newspapers 9,500 9,900 10,800 11,600 13,500 15,000
Magazines 47,200 49, 200 54,000 58,100 62,800 74,000
Directories 13,300 13,900 15,200 16,300 17,700 21,000
Sub-Total 70,000 73,000 80,000 86,000 94,000 110, 000
4. Labels and Tags 34,000 35,500 37,000 39,800 42,000 51,000
5. Book Printing 33,000 35,000 38,000 42,000 45,000 52,000
6. Packaging 16,000 20,000 21,000 23,000 25,000 29,000
7. Non-Printed Products 15,000 15,000 15,000 14,060 15,000 16,000
GRAND TOTAL 624,100 680, 600 711,400 764, 000 8'30,000 945, 000
% Change +9. 0% +4.5% +7. 4% +8. 6% +13. 9%

D Approximately 35% of shipments reported by Statistics Canada are of a general or unspecified
product. In this table these values have been distributed, based on survey data.

Source: Statistics Canada grand totals for 1968 to 1971 and Stevenson & Kellogg estimates for

1972 -~ 1973.
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Table 33

DISTRIBUTION OF MAJOR PRODUCT LINES WITHIN COMMERCIAL PRINTING

($vooo 000)
‘Shipments Percent of Growth
(SIC 186) Total Industry . From
Product Line 1968° 19732 1968 1973 1968 to
. | 1973
Specialties (advertising,
catalogues, greeting cards,
blank books, calendars, ' ' o , -
stationery and other) 360 548 58.8 58.0 52%
Business Forms 96 139 15.4 14.7 45
Publication 70 | 110 i1.2 11.6 57
‘Labels and Tags | 34 51 5.4 . 5.4 50
Books 33 52 5.3 5.5 57
Packaging 16 .29 2.1 3.1 81
Non-Printed Products 15 16 2.4 1.7 7
| ' | .
TOTAL 624 . | 945 100. 0 100.0 51%

1Approx1mate1y 35% of shipments reported by Stams’ncs Canada are classed as general.
In this table these values have been distributed to the product lines listed above. This
distribution 1s based on data obtained in the Stevenson & Kellogg survey

2E stimated by Stevens on & Kellogg




2. Shipment by Product Within Selected Major Lines

(a)

(b)

(c)

Specialty Printing

This group increased 24.2% from 1971 to 1973.
Advertising material increased the greatest --
33%. Catalogues, calendars and stationary
increased 23%. Blank books and greeting cards
increased less than 10% (see Table 34), '

Business Forms

This group accounts for 14, 7% of 1973 ship-
ments. It divides itself into two products:

1973 % of Increase
Shipments Total from
($'000)  Industry 1971-1973

Continuous $ 175, 000 7. 9% 19.0
Individual 64, 000 6.8 16.0
Total $139,000  14.7%

Past increase for business forms has been lower
than increase of the industry. However, contin-
uous forms grew faster than did individual forms.

Publications

The three products in this class -- newspapers,
magazines and directories -- increased 27, 9%
from 1971 to 1973. Total industry increase was
23.7%. All three increased at much the same
rate, ~
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Table 34

INDUSTRY SIﬂPMENTS'BY TYPE OF PRODUCT

Estimated
o % of. Increase
- 1973 Total - From
Specialties ($'000,000)| Industry 1971-1973
| Advertising Matter - 191 20..2 32.9%
‘Display Posters, Billboards 29 3.1 ©20.8
Catalogues 68 7.2 23.6
.Greeting Cards 45 4,8 9.7
Blank Bboks and Printed o ‘
Forms 25 2. 6 4.2
Calendars 8 .8 '23.‘0
Stationery 100 10.6 22.0
Other Prinfed Producis . 82 8.7 26.1
Total Specialties Printing 548 | 58.0 24.2
TOTAL INDUSTRY - '$945 1100, 0% 23. 7%
- 55 -



1973 % of Increase
Shipments Total from
($'000) Industry 1971-1973

Newspapers $ 15,000

1. 6% 29. 3%
Magazines 74,000 7.8 27. 4
Directories 21,000 2.2 28. 8

B.  SHIPMENTS BY PROCESS

Table 35 summarizes percent distribution _of various printing pro-
cesses and dollar shipments by product and process. Figures result
from a questionnaire survey. The principal processes in use are:

(g

B>

offset printing -- 78. 9%
letterpress printing -~ 13.8%
gravure printing -- 2. 8%

screen printing -- 2,0%

Offset (Lithographic) Printing

Offset is the most-used process. Most printers have
both offset and letterpress. But figures for their use -
(in terms of sales) tell the story: offset -~ 80 to 90%;
letterpress -- 10 to 20%. The survey suggests 78. 9%
as an overall use of offset. This percentage, applied
to total sales of $945 million (estimated) for 1973,
suggests that offset printing produced $732. 4 million
for that year.

Letterpress Printing

Letterpress accounts for about 13. 8% of all shipments
($127. 8 million in 1973). Most printers have both offset
and letterpress. A few use offset exclugively; a very
few use letterpress exclusively.
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Table 35
. ESTIMATED SHIPMENTS BY PRODUCT AND PROCESS
(1973)
Estimated ' Estimated Shipments by Printing Process ($'000)
Product % ($'000) || Letterpress | Offset Gravure | Screen | Flexograph | Electro Other Total
1. Specialties
Advertising ' N , ) ‘ .

(pamphlets, ete.) 20.2 | 191,000 j. 14,900 171,800 |. ~ 4,000 -| - 100 200 191,000
Display Posters, ‘ : N o S

Billboards 3.1 29,000 1,200 17,400 - 9,500 - 100 - 800 29,000
Catalogues 7.2 68,000 1,100 46,800 20,000 - - .. 100 - 68,000
Greeting Cards ' 4,8 45,000 || . 11,000 33,500 Co- - - - 500 45,000
Blank Books and ‘ _ ‘ ‘ , a :

Printed Forms - 2.6 25,000 4,700 .| 20,300 - - - - - . 25,000
Calendars ) .8 8, 000 1,400 6,600 - . - - - T - 8,000
Stationery ) 10.6 100, 000 27,200 70,500 | < . - : - 4 -100 2,200} 100,000

. - Other Printed Products | 8.7 | 82,000° 18,300. [ 42,400 300 2,500 3,500 | 300 14,700 82,000
Ci]' 2. Business Forms .
1 Continuous Types 7.9 75,000 5,500 - 69,100 < - 300 . 100 - 75,000
Individual Types . 6.8 64,000 1,200 62,600 - - - 1007 - .- 100 64, 000
3. Publications (for
publishers) o _ ‘ A .
Newspapers 1.6 | 15,000 [ - 700 [ 14,300 | - . - - - - 115,000
Magazines 7.8 | 74,000 || . 10,300 | 63,700 - - T - - 74,000
Direcfories 1 2.2 21,000 14,300 . 8,700 - - Ce s T 21,000
4, Labels and Tags - ‘ 5.4 51,000 . 4,800 _ 43,000 - ,2,600 GOO - - 51,000
5. Book Printing 5.5 | 52,000 | 9,500 | 42,400 | < | - | o oL . 100:{ 52,000 -
6. Packaging 3.1 | 29,000 |- 1,700 21,300 | 6,000 | - - - i - - | 29,000
7. Non-Printed Products 1.7 | 16,000 || wN/AS | N/A | N/A N/A N/A N/A | N/A | NjAof
TOTAL 100.0 | 945,000 127,800 732,400 | 26,300 | 18,600 4,500 800 18,600 | 929,000
% of Total by Process E - 138.8% ~78.9% 2.8% 2.0% | 5% | . - 2.0% | 100.0%

:Source: Stevenson & Kellogg industry survey, March 1974.




Gravure Printing

Gravure accounts for 2.8% ($26. 3 million in 1973).
Printers use gravure almost exclusively on catalogues
and packaging applications.

The above figures exclude gravure done by others than
commercial printers. For example, some newspapers
have their own gravure printing machinery. Such esta-
blishments are classified as Publishing and Printing,
SIC 289, of which there are over 600 establishments.

Screen Printing

Screen process accounts for 2% ($18. 6 million in 1973).

‘Over 70% of screen applications are in products related

to advertising, principally the larger display types..

Screen process is also used in production of labels.

This accounted for 5.1% ($2. 6 million) of tags and labels

shipments of $51 million for 1973,

C. PROCESSES USED TO PRINT PRINCIPAL PRODUCTS

The products listed below account for about 80% of shi]_dm‘ents.
This section discusses these products in terms of processes used.

1,

Advertising

Advertising represents the largest group in commercial
printing. It accounts for 23, 4% ($220 million of 1973
estimated shipments). '

Offset (lithography) prints about 86% of advertising,
while letterpress prints about 7.3%. Screen process

is used for larger types of displays, posters, billboards,
etc. This process accounts for 30% of advertising

($13. 5 million in 1973).

_58—.
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Business Forms

Busmess forms account for 14. 7% of commercial prmt—
ing ($139 million estimated for 1973).

Offset processed 97. 8% of all business forms. Letter-

press was used to some extent (7.3%) for individual type
forms (snap sets, etc.), but here too the dommant pro-—
cess was offset (92. 2%).

: Sfetionerx :

Stationery accounts for 10, 6% of commercial pmntmg
($100 million in 1973)

Offset processes 70.5% of this group, letterpress, 27.2%.
This is the highest percentage use of letterpress in the
major product lines. - (Directories use letterpress for
68% of their work, but directories are a relatlvely small
group -~ 2. 2% of the industry.

Other processes (embossin'g; intaglio, thefmography)
account for a relatively small volume in thls statlonery
group.

Magazines

Magazines (as printed for publishers, business enter-
prises, or institutions) account for 7. 8% of commercial
printing ($74 million in 1973). Of the newspaper/maga-"
zine /directories group, magazines account for about two-
’chlrds of shipments.

Processes for magazmes consmt of 86% offset and 14%

- letterpress.

Catalogues

This accounts for 7. 2% of shipments ($68 million). Pro-
cesses consist of 68% offset and 29. 5% gravure. The
gravure process finds its greatest use in catalogues ($20
million in 1973).
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6. Book Printing

Books account for 5.5% of industry sh1pments ($52 mil-
lion in 1973)

~ Processes consist of 81.5% offset ($42. 4 m11110n) and
18.2% letterpress ($9. 5 million).

7. Labels and Tags

This combined category represents 5.4% or $52 million
of shipments. (Labels exceed tags by 3 to 1.)

Processes -consist of 84. 2% offset; 9. 5% letterpress;
and 5.1% screen ($2. 6 million).

8. Greeting Cards

Greeting cards account for 4, 8% of shipments ($45 mil-
lion in 1973).

Processes consist of 75. 2% offset ($35. 5 million), and

23.8% letterpress ($11 million). Other processes
account for a minor percentage.

D. REGIONAL DISTRIBUTION OF THE INDUSTRY

This section discusses the distribution of the industry throughout
the country. Details appear in Table 36.

Ontario leads the industry with 44% establishments, 55.2% ship-
ments. Production increased 80% over the last ten years (as against a
total increase in Canadian printing of 96%). Average sales per establish-
ment are highest in Canada -- $448, 000, The printing industry accounts
for 1.61% of total manufacturing industry within the province.

Quebec has 32% of establishments, 29.7% of shipments. Produc-
tion increased 121% over the 1962-1971 period. Average size of esta-
blishments is considerably smaller than in Ontario -- $334, 000. Print-
ing accounts for 1.64% of total Quebec manufacturing activity.
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Table 36
REGIONAL DISTRIBUTION OF THE INDUSTRY
Yukon " | '
N . C - -' and Total
Nfld. 1" P.E.I, N.S. N.B. Que. Ont. Man. Sask. Alta, B.C. N, W,T. | Canada
Number of Establish- ' : ' . . . - ) _
ments in 1971 14 8 39 24° 680- - 942 88 ‘34 104 196 1 2,128
Increase (or decrease) )
in number of establish- : . “
ments from 1962-1971 -5 . 2 -1 0 +34.' +55 [ -2 +15 ~+39 1 138
Shipments by Province R ' - . e
in 1971 in $'000 ‘1,945 - 4,031 | 4,036 | 227,242 | 421,693 |. 30,550 5,604 | 23,766 44,372 764,189
Increase in Shipments ’ .
from 1962-1971 in ; . . . ) . , o i
$'000 - 885 1,929 124,574 187,589 .| 13,036 3,004 . 14,165 | 28,364 374,708
Increase in % shipment - - o . . ' coles " )
1970-1971 28.1% . | 9vl.. 6% 121,;3%. 80.2% 72.%% " 115.5% 147.5% 177.2% 96%
Number of total o : Lo . . . e
employees in 1971 357 - 313 11,773 | 21,928 1,814 405 1,377 2,388 40,527
Relative importance of
province in total - .- .
Canadian printing
industry: B
% of total Canadian ) ) ’ DR } . 2 . o R ’
shipments 0.5% Q, 5%: 29.7% 55.2% ©4,1% 0.7% .. 3.1% 5.9% 1 - 100% o
% of total Canadian oo . Lo i S ] . g i . '
employees .- 0.9% - | .0.8% .29.0% - | 54.1% - 4.5% | 1.0% 3.4% . ©5.9% 100%
~% of total Canadian : y C o o STy Lo ] T N
establishments: v .3 1.8% 1o 1% 32.0% | -44.3% “4.1% - L. 6% - 4.9% | “9.2% . 100%
‘Total Provincial Value ' :
of Total Shipments ‘ a : ) I o S I R , ,
($,000,000) 1971 261 58 798 . - 806 13,833 26,270 1,344 578 : 2,080 4,_?3‘5 : 7,?00 . 50,275 -
< . ' . 005% .005% - | 1.64%. | 1.61% - | -2.30% L9T% 1.14% - [ 1.05% Ce 1.52%




British Columbia has 9. 2% of establishments, 5.9% of shlpmen’cs.
Production increased 177% over the last ten years. Average sales per
establishment are $226,000. Printing accounts for 1.05% of total manu-
facturing industry. : '

Manitoba has 4. 1% of establishments, 4.1% of shlpments Produc— :

tlon increased 72. 7% over the last ten years, number of establishments
remain constant. Printing accounts for 2. 3% of total manufacturlng
(note: this is the highest percentage of all provinces). Sales per esta-
bllshment average $347 000 per year,

. Alber’ca showed 147% increage in shipments over the 1960~1971
period. Sales per establishment average some $226, 000 annually.

Sagkatchewan has 1. 6% of establiShments, 0. 7% of sales. Produc-

tion increased over the 1962-1971 period by 115% although number of
establishments decreased. Sales per egtablishment average $169 000’
annually. :

New Brunswick and Nova Scotia each represent about 1% of Cana~-
‘dian shipments. New Brunswick showed an increase in shipments of
92% in 1962-1971 period while Nova Scotia showed an increase in ship-
ments of 28. 1%. New Brunswick has fewer establishments (24) than has
‘Nova Scotia (39). Shipments for Nova Scotia averaged $103, 000 per
establishment, : _ : v .

Table 37 gives distribution of commercial printing by selected
metropolitan regions over 100, 000 population. Any shifts since 1970
(the date of thege figureg) would tend to give metropolitan regions a
larger part of the total Canadian production.

Metropolitan areas over 100, 000 account for 73% of total establish-
ments, 83% of total shipments. The ten metropolitan cities listed in
Table 37 account for 80% of total Canadian shipments. Toronto and Mon-
treal represent 57% of total industry shipments as of 1970, and this share
would be somewhat higher in 1974. In most provinces, 80% of provincial
‘production is done in one or two of their largest cities.
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Table 37

. DISTRIBUTION OF COMMERCIAL PRINTING.
BY SELECTED METROPOLITAN REGIONS .
. OVER 100, 000 POPULATION. .

(1970)
. Percent
City ( : Digtribution
Toronto 35.9%
Montreal . - 21.3% .
Ottawa - . . 5.6%
Vancouver 5.3%

- Winnipeg. . N 3. 9%
London - : . L 2.0%.
Calgary ‘ 1.6%
Quebec : 1.5%
Hamilton : - 1.83%
Edmonton 1.3%
TOTAL 79. 7%

Source: - Statistics Canada, unpublished data,
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k. OPERATING COSTS

Operating costs are grouped into six cost elements (see Table 38).

Sources of information are: GATA Ratios 1972-73, reports from 177

firms; All Canada 1971,

1.

Faétory Payroll

Payroll includes executive salaries (for time devoted to
factory production), direct wages, general factory sal-

" aries and wages, packaging, shipping and delivery wages,

payroll taxes and employee benefits.

Factory payroll,‘ the highest operating expense item,

averages 32, 6% of sales (GAIA), 26.1% (All Canada).

- Small firms ($25,000 sales and under) report lowest pay-

roll expense as 29. 5% of sales. Large firms ($5 million
and over) report the highest -~ 34%. . :

Paper

Paper, second highest item, averages 24. 8% of saies
(GAIA), 24% (All Canadian).

In large firms ($5 million and over), paper represents

28.5% of total sales (highest percentage of firms surveyed).

In medium-~sized firms ($500, 000 to $1, 500, 000), paper

. represents 20. 7% of sales (1owest percentage of flrms

surveyed),

Paper costs (as a proportion of sales) tend to increase
as sales increase. This does not apply to small estabhsh—

ments ($250, OOO and under).

. Other Expens €s

"These include outside materials and servicés (ink, film,
.plates, composition, binding, etc.). This group repre-

sents 13. 5% of sales. The percentage tend to increase
with the size of firms. But in th€ $5 million and over
category it reverses. It drops to 10, 9% of sales. .

_64’_
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Table 38

 OPERATING COSTS BY FIRM SIZE CATEGORY

1972 - 1973 T 1971
_ ‘ o - Al All(2)
Category I IT ITT v V | GAIA | Canada
‘ % % % % % % | %
Sales 100,0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
Payroll 29.5 | 29.9 32.3 31.4.| 34.0 32.6 | - 26.1
Paper 24.0 | 20.9 | 20.7 | 22.5 | 28.5 | 24.8 | 24.0
Other Expense 11.6 | 12.3 | 13.8 | 17.5 | 10.9 | -13.5 | 14.3
Administrative | o L - |
Expense 12.3 11.2 8.7 6.6 4,6 - 6.5 5.5
Factory Expense | 10.5 9.7 | 10.8 | .10.0 | 11.2 | 10.7 -
Selling Expense | 6.6 9.9 |- 9.4 7.8 | 5.5 7.2 | 7.9
~ Note: All % are on Sales, i.e. Sales is 100%.
Not included in thls table is the operatlng income that brlngs the total to 100.
Source: Sumrnary of other data presented herein.’
Legend:

- I - Firms less than $250, 000 in saleés. : -
II - Firms between $250, 000 and $499,999 in sales.

III - Firms between $500, 000 and $1,499,999 in sales. .
IV - Firms between $1,500,000 and $4, 999 999 in sales.
V - Firms with $5, 000, 000 and over in sales '

(1) All GAIA is 177 flrms from 1972 - 1973 GAIA ratlos. _
- (2) All Canada: is 2,128 firms reporting to Statistics Canada in 1971,
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4, Administrative Expenses

This includes executive salaries, clerical help serving
in a general overall capacity, payroll taxes of this latter
group, general office expenses, bad debts, and other
taxes. '

- GAIA reports 6. 5% of sales for admlnlstratlon. All
Canada reports 5. 5%.

Administration expenses decrease proportionately as
size of firm increases.

5. Factory .Expenses

This includes rent, heat, insurance and taxes on real
estate;,” depreciation, and payments for rented or leased
machinery and equipment.

GAIA reports factory expenses as averaging 10.7% of
sales. This figure varies only sllghtly from small to

large firms.

6. Selling Expenses

This includes salaries, compensation and commissions
to executives, salesmen and clerks in connection with
selling, and their payroll taxes and benefits. It also
includes general and travelling expenses, and advertis-
ing expenses.

GAIA report selling expenses as averaging 7.2% of sales;

All Canada reports 7.9%. Between categories of firms,
the figures suggest no definite trend.

'F. DEGREE OF OBSOLESCENCE OF PRINTING EQUIPMENT

In the industry, there is a fair amount of old equipment. It is not
necessarily obsolete. But newer equipment can produce work more
rapidly and of improved quality. However, new equipment usually re-
quires substantial capital investment.
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Printers interviewed for this study comment as fovllows::,

>

o

Much equlpment is des1gned to operate for many years.
Work can st111 be produced profltably on older equrpment. t

Printers tend to buy new equipment to 1ncrease capacity,
rather than to replace obsolete equipment.

Small printing firms are often brought into existence
because someone bought an older press from an esta-

blished printing company.

Composition

Half the firms surveyed reported that their composition
and preparation facilities were "old but still efficient'.
This reflects the presence of hot metal composition,
still used in many printing plants. But other factors
are relevant in this connection: S :

> CompOS1t10n and preparatlon requ1re 1arge
~capital investment, »

> ¢ New equipment becomes obsolete very quickly. '
Printers feel they should wait for better equlp-
ment, 1. e. more complete systems.

b Outside firms can offer preparatlon serv1ces
cheaply and effectively. :

> . Another consideration -- printers are not

‘always abreast of changing technologies.

The other half of firms surveyed reported having modern

‘'or less~than-five~year-old preparation and composing

equipment. Some of these reported that, as the rate of
technological change was so rapid, they were uncertain
as to how to answer the. questlonnalre.
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Printing

Printers tend to judge their printing machines on the
basis of speed rather than on the basis of novel pro-
cesses offered by new equipment. They acknowledge
that some of their presses are not always efficient,

but maintain that they are worth keeping for handling

excess work loads. Most often used presses were
"recent" (five to ten years) or "modern'' (less than five
years),

Finishing

Printers expressed a need to improve their finishing
equipment and offered two reasons:

» To match the increased speed of their presses.

> To reduce the labour content that fmlshmg oper -
ations require. :

Some 30% said that their finishing equipment was old but
still efficient. About 40% said their machinery was
modern or recent. The remaining 30% expressed a need
to replace old equipment with up-to-date machines..

G. LEVEL OF CAPACITY OF THE INDUSTRY

1‘

Overall Ca'pacity' -

It is difficult to establish the capacity of the industry.
This is due to the number of establishments and to the
variety of products and equipment. However, informed
managers suggest that the industry could increase output
some 35% to 65% by. havmg all equipment Workmg a
three-shift day.

Questiorinaires and inter*views revealed that only the

larger firms operate two or three shifts. Most printers
consider that they operate at capacity if their major
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presses are working one sh1ft plus a reasonable amount
(10% to 20%) of overtlme. A rough estimate suggests
that the industry is operatmg at about 90% of - 1ts onhe-
'shift capacity.

Many printers claimed that machinery and equipment
were not limiting factors to increased output. What -
really limited output, they claimed, was the lack of

- trained personnel to staff a second or third shift. -

. = Capacity and Profitability

Interviews revealed an important relationship between

‘capacity and profitability within a market area. Note

the following points:

> Printing firms are generally located near the
market they serve. They are not confined to
these local markets, but certain factors con-
strain them from entering more remote areas.

> Over-capacity often causes a printer to adopt
aggressive selling practices. He may reduce
prices to more nearly balance sales and capa—
city. : ' :

Thus, over-capacity in a market area tends toward ."pr_ice

- competition. . This reduces profits for firms in the area.

Certain markets are sensitive to increased capacity.
Thus, new equipment can affect the sales-capacity bal-
ance. Efforts to utilize new equipment may well spawn
a wave of price-cutting in an area. This happened
recently in the Montreal area -- local over-capacity
resulted in lower prices, reduced profits.

Printers generally are concerned that new firms enter-
ing their area would upset the existing price stability.
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H. SUPPORT INDUSTRY LOCATION

Printers are located relatively close .to their suppliers of raw
materials and services (see Table 39)., This reflects the concentration
of the industry in large urban areas.

Paper suppliers exist within 25 miles of more than 49% of print-
ers. (This percentage would be higher if expressed in value of ship-
ments.) More than 25% of firms are 51 to 200 miles from paper sup-
pliers; 16% are over 200 miles distant.

More than 77% of ink suppliers exist within 100 miles of printers
served.

Purchased services are relatively close to printers. For
example, 63.8% of printers are within 25 miles of their typeset/engrav-
ing suppliers; 51.9% are within 25 miles of binding suppliers (based on
1974 survey).

I. VERTICAL INTEGRATION

: The study shows few signs of vertical integration (e. g. printers
merging with suppliers or distribution networks). A few printers enter
the publishing business, conceivably to increase the use of under-utilized
equipment. These are isolated cases.

The study further examined vertical integration in terms of the
work a printer can perform:

> art work;
2 camera work;
B composition;

2 platemaking;

) _
Paper suppliers here means paper merchants, not paper mills.
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‘Table 39

RANGE OF SUPPLIERS DISTANCES

FOR PAPER, INK AND PURCHASING SERVICES

' CATEGORY-OF SUPPLY

| | TYPESET/ | B

DISTANCE PAPER INK ENGRAVING | BINDING

: (as purchased [(as purchased
& services) services)
No. % No. % No. % No. %
0- 25wMiles | 214 |490.3( 231 |53.20 277 |6s.8 225 |51.9
96 - 50 Miles | 32 | 7.4| 32 | 7.4 21 | 48 20 | 4.6
51 - 100 Miles | 73. | 16.8) 74 |17.0] 26 | 6.0 29 | 6.7
101 - 200 Miles 41 | 9.2 39 9.0 14 3.2l 20 | 4.6
201 - 500 Miles | ~ 52 | 12.0| 45 |10.4 19 | 4.4 11 | 2.5
Over 500 Miles | = 19 4.4 6 1.4 3 T 3 .7
Not Applicable 3 7 7 1.6 74 | 17.1) 126 | 29.0
TOTAL:- 434 |100.0| 434 [100.0] 434 [100.0] 4324 {i00.0
Source: Industry Questionnaire
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- Table 40 -

WORK PERFORMED INTERNALLY VERSUS WORK SENT OUT

Requtyiéring Comp:lyéting HavinzSome _'Distribut ion of Work By Others

Category of Work Work The Work Work Performed Less 5% | 25%| 50%; 74% | 90%

100% Internally By Others 5% 24% | 49%| 74%} 90% |Over

Art Work 95. 7% 33.4% 62.2% 16. | 9.6 | 3.6 431 7.3 | 20.2
Composition Hot 76.0 34.8 41.2 9.2 5.0 .9 2.3 1.6 22.1

| Composition Cold 86.2 - 37.1 49.1 2.9 5.3] 1.8 3.9 | 1.8 | 23.3
§ Platemaking 95.2 59.4 35.7 . 18.7\ '4.8( 1.8 | 1.4 .9 8.1
Camera Work 95.9 44,2 51.6 16.4 7.8] 2.1 2.3 1.8 21.2
Prlnﬁng 87.5 . 62.2 35 .3 | 26.5 5.1} 1.6 .2 .5 1.4
Finishing  95.6 4.7 50.9 23.5 | 13.8/ 4.6 | 2.5 | 2.5 | 3.9

SOURCE: INDUSTRY QUESTIONNAIRE, MARCH 1974




>

b

printing;

finishing.

~ With the ex‘ceptilon of the very large firms, few'printers are totally
integrated in this respect. However, most printers have some equlp—

-ment for preparation, prmtmg, and finishing.

Table 40 pictures the situation in detail. It suggeets that more
than 50% of firms obtain some art work, camera work and flnlshmg
work from outsmle firms. For example

[

Art .work -~ 62%. of printers questioned‘obta‘:‘med some

art work from suppliers. Of this group, 20% sub- -
contracted over 90% of their art work, The nature of .
art work lends itself to sub-contracting. Further, many

big customers contract separately for art work and for

printing. This is often true for work requiring high
quality, e. g. advertising.

Camera work -- printers are better off sending work
outside. Reasons for this are: colour separation re-

_quires complex equipment; and new technologies require’ -

large capital investment.

Further facts concerning printing sub-contracting:

>

By sub-contracting, printers may charge customers a
mark-up of 10% to 30%.

Hot composi’cio’n -- 35‘% of printers do this iriternally; ,
22% obtain full requirements outside.

Cold composition -=- 37% do this intefnally; 23% obtain
full requirements outgide.

Most firms provlde their full prmtmg and platemaking
requirements.

Printers have extensive finishing facilities., Some 45%

do all their own finishing work; 24% sub-contract for
less than 5% of their needs.
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TRENDS IN COMMERCIAL PRINTING

A. IN-PLANT PRINTING

Some large organizations operate their own printing plants (e. g.
large manufacturers, insurance companies, public utilities, retailers,
various levels of government). Such in-plant printing, of course, by-
passes the commercial printer. '

This chapter discusses in-plant printing activities under the foll-
owing headings: w

b  Definition of in-plant printing

3 Typical in-plant printiﬁg operafions
b  The importance of in-plant -printing
B Trends |

B The impact of in-plant printing

1. Definition of In-Plant Printing

For the purposes of this study, in-plant printing is de-
fined as follows: '

"In-plant printing consists of all printing done
by establishments for their own use, where
those establishments do not normally derive -
any revenue from printing. "'

This category includes governmental and institutional
establishments; manufacturing, merchandising, and
service organizations that concern themselves with act-
ivities other than printing. Note: the study does not
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include xerography or duplicating.

_The final product of in-plant __printing is relatively simple

printed matter, without high quality requirements and
done on letterhead or legal size paper with one colour,

- usually black, and printed on one side only. -

Major (70%). in-plant activity concerns the production of
forms. Remaining 30% is fairly evenly distributed bet-
ween letterheads, envelopes, memos, business cards, .
reports, and other miscellaneous printing. ‘

Th_‘e Typical In—Planf Operaﬁoﬁ

- Typical in¥p1ant shop contéins_ one press (natioﬁal aver-

age is 1.2 presses per estab.lishment),, In addition to a
press, there will usually be a binding and stitching
machine, a collating machine, a plate-maker, and poss-
ibly a camera and a line-up table,

The average shop employs 1-1/2 people. .Most in-plant
printing takes place in the same building as the company's-
head office. A typical shop will be attached to the paper
and office supplies department and will occupy about

500 sq. ft. of relatively expensive office space.

About ten very large in-plant operations in Canada are
atypical (governments excluded). All have more than.
five presses, two have more than ten. Companies hav-
ing large in-plant operations are insurance companies
(London Life, Canada Life), oil companies (Imperial
0Oil, Shell Oil), and public utilities (Bell Telephone,
Ontario Hydro). These large in-plant operations make
up less than 5% of total value of in-plant printing so their
impact on in-plant printing activity is not very great.

. - Importance of In-Plant Printing

No authoritative information exists about the size of in-
plant activities in Canada. This study, therefore, att-
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empted to measure amounts of paper, ink, andvsupplies
consumed by in-plant printing. To this was added
people, space, maintenance and service costs estim-
ates. o

By this means, the study estimated the equivalent cost
of in-plant printing in Canada in 1973 to have been about
$110 million, ' (This figure includes equipment, paper,
ink, non-renewable supplies, space, maintenance and
labour). '

The following section further analyzes the importance
of in-plant printing. It looks at the various cost ele-
ments that make up the total value (cost) of goods pro-
duced by in-plant printing. The findings result from
 interviews with the following groups of people who supp-
lied not only opinions, but firm, . quantitative data:
> Paper merchants
>  Ink and printing suppliers
>  Equipment manufacturers
>  Association officials
B In-plant printing managérs
> Government officials
B Industry experts
(a) Paper
Consumption in 1973 by in-plant printing est-
ablishments ranged between $45 million and
$59 million. Almost all paper used was 8-1/2

x 11, or legal size, 20 1b. bond, number 7
grade,
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(b)

(c)

(d)

Ink and Non-Renewable Supplies .

Ink and non-renewable supplies ranged from:
$5. 7 million to $8. 1 million. About 90% of
ink used was black, 10% coloured. Non-re-
newable -supplies included dampers, plates,
washes, blankets, dyes, etc.

Fquipment

About 90% of all in-plant shop presses are A
offset. The remaining 10% are mainly letter-
press. Fach in-plant establishment has 1.2
presses on average.

Reseafch indicates -about 3, 000 in-plant print- '
ing operations in Canada. Hence there are

about 3, 600 presses in use.

Each press generally requires back-up equip-
ment: collators, stitchers and bmders line-
up tables; etc. All this suggests that a flgure .
of about $40 million represents the total value

of all in-plant printing equipment in Canada.

The operating life of this equipment averages

ten years. Hence the actual costs (rather
. than accounting cost) of equlpment is about
_$4 m11110n per year.

People

(i) Hoﬁrly |

-.Normally there is one operator per
press. Collating, binding, etc.

~usually requires an.additional per-
son part-time,
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(e)

On the average, there are about 1.2
. persons employed per printing press
and ancillary equipment.

The average wage of these people,
including fringes, is $4 per hour.
Hence the total cost of hourly labour
in 1973 in Canada was about $32.5
million,

(ii) Salaried

In most companies, a manager de-
votes about 10% of his time to look
after the in-plant printing shop.
Total cost of such managerial activ-
ity comes to about $4.5 million per
year,

" ‘Hence the total cost of labour and supervision

for in-plant printing in 1973 comes to about
$37 million, ‘

Overhead

Overhead for in-plant printing shops falls into
two principal divisions: space, maintenance
and repairs. o :

(1) | Space

The average in-plant shop occupies
about 500 sq.ft. It is usually in an
office building in the business sec-
tion of a city. Based on 1973 office
rental rates, the total cost of space
for all in-plant shops in Canada
would be about $7. 6 million.
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(ii) Maintenance and Repairs

Interviews with machine suppliers
and in-plant shop managers suggest
that the cost of maintenance and re-
pairs ranges between $600 and A
$1,000 per press per year, .-

" Hence the total cost of maintenance
and repairs in the in-plant industry
in Canada ranges between $2.1 m11110n
and $3. 6 million per year,

Summary

Based on the above elemental breakdown, the -
equivalent cost of all in-plant printing in. Canada
in 1973 came to $110 million. The maximum
anticipated error of this figure is + 8%° The '
above figure is based on the total cost' of’ paper,
ink, equipment, labour and overheads that are:
related to the printing industry in Canada. It '
does not include any profit which would be nec-
essary to estimate an "equivalent" sales value.
Table 41 summarizes the breakdown into cost
elements of in- plant prlntmg in Canada (at
1973 prlces)

4, Trends in In-Plant Printing - -

(a)

’Grov'-vth R.atlé' '

Over‘{heflast five years, in-plant printing act-

"ivity has increaséd substantially, Industry

experts agree that since 1969 the growth rate
has averaged 10%.

Aniex'ample of this rapid development: in 1973,

about $6 million of new equipment was sold to
in-plant printing establishments. :
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Table 41

VALUE OF ALL IN-PLANT PRINTING IN CANADA!

Elemerﬁ

- Value
($ million)

Paper

Ink and non-renewable
supplies

Equipment -
- presses
- ancillary

Total

=N

- O

Labour :
- hourly 32.5
- salaried 4.5
Total

Overheads _
- space Y
- maintenance :
and repairs 2.1 to 3.6
Total

45.0 to 59.0

5.7 to 8.1

37.0 .

9.6 to 11.1

TOTAL
MEAN

101.3 to 119.2

110.25

yalue means cost, i.e. no ""profit" included. To
get equivalent sales value before tax, add say 5%.
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(b) Reasons for Increase in In-Plant Printing
Activity

There are two main reasons why in-plant
printing has enjoyed a rapid growth in the
past few years: ‘

> recent technological developments;

>  the attitude of larger companies.

(i) Recent Technological Developments -

In the last year or so, both of the
two major suppliers of printing
equipment to the in-plant market

(A. B. Dick Company and Address-
ograph-Multigraph Company) have
started to market a relatively inex-.
pensive printing system. These
systems cost between $20, 000 and
$25,000 and include a printing press
and most of the ancilliary equipment
necesgsary to run an in-plant_print—
ing operation. As a rule, if a com-
pany requires more than 1 million
impressions per year, a system
similar to those described above
can often reduce costs.

(ii). The Attitude of Larger Companies

‘Increasing paper work in industry,

- government, and industrial organi-
zations brings increasing demands
for printed matter. Hence, in-plant
printing shops are becoming more
readily justifiable (i. e. apparent
cost reduction is larger).. ‘
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Begides the cost benefits, there
are three other potential advantages
for the existence of in-plant print-
ing facilities:

b convenience

> control.

> confidentiality
In conclusion, therefore, an increasing demand
for printed word matter, coupled with the
availability of relatively inexpensive equipment,

has stimulated in-plant printing.

The Impact of In-Plant Printing

To what extent does in-plant printing affect the commer-
cial printing industry?

Large commercial firms ($3 million and over) are un-
affected. Such firms are geared to high volume, high

quality, multi~-volume and specialized work. They are
not oriented to short-run, low quality work. :

Medium commercial printers ($250, 000 to $3 million
sales) are vulnerable. Reasons:

(a) A businegs large enough to consider in-plant
printing has usually obtained its work from
medium-gized printers.,

(b) Commercial printing firms in small cities
tend to have important local customers.

When such customers turn to in-plant printing, the lost
business cannot be immediately replaced on the local -
market. Conclusions: medium-sized firms in small
localities are likely to be affected by trends to in-plant
printing,
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'Small commercial printers (under $250, 000 sales) are

not affected. They have a variety of customers for
whom they do short-run job printing. Businesses large
enough to consider in-plant printing will generally not
have dealt with small printing establishments.

- Small instant printing establishments are vulnerable.

The instant printers compete directly with in-plant .
printing: they provide much the same quality and ser-
vice levels. So any trend toward in-plant printing re-
duces the market for the instant printer.

B. INSTANT PRINTING

‘Instant printing has become significant during the past ten years
due to a growing demand of general duplicating services. The substan-
tial growth in recent years has been supported by new technolagical
developments.

This ‘study defines instant printing as follows: -

>

Short run printing, i.e. range from 10 to 10, 000 copies.
and average of 50 copies.

It is produced on offset machines using plastic or paper
plates (not metal as used by commercial printing
presses).

Not complex ~-'little or no layout or artwork performed.

Quality requirements are low.

Prices are relatively low -- considering the alternative
cost of commercial printing -- prlces are normally -

publlshed

- Instant prmtingvis produced in a relatively short time

period, with many shops offering ' Whlle you wait' or

- pick-up and delivery services.
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Instant printing is similar to in-plant printing, i.e. it is produced
with black ink, on 8-1/2 x 11 or 8-1/2 x 14 paper, no artwork, fast
turnaround, inexpensive equipment used, etc.

The principal reason for the success of instant printers is that
they cater to a growing general demand for printing material. This
demand is characterized by relatively short runs, acceptable quality,
and rapid delivery requirements.

The instant printer's -ability to compete on a pricing basis is prin-
cipally due to new technologies which reduce set-up time and permits a
a lower cost per page, especially on short-run jobs. It also allows a
flexible operating schedule, and hence high machine utilization.

Instant printers are located close to their markets. Certain
successful operators have demonstrated the ability to manage a number

of outlets.

1. Importance of Instant Printing

The total value of instant printing work in Canada in.
1973 was in the order of $70 million, Instant printing
grows at a rate of 15% annually,

The study further indicated that:

> There are 400 to 500 instant printing establish-
ments in Canada.

> Each establishment has an average of five to -
six production employees,

> Each employee produces an average of $25, 000
to $30, 000 worth of sales yearly.

Many instant printers also do conventional commercial
printing as part of their business. They do not always
define themselves explicitly as instant printers. Con-
versely, there are conventional commercial printers
who have instant printing operations, These printers
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often underplay their involvement in instant work in
order to guard their reputation for quality work.

The Toronto area appears to be the most densely pop-
ulated with instant printers -- 70 to 90 establishments.

Percentage of franchised instant printers is not high.
Less than 5% of instant printers in Canada operate under
a franchise arrangement. However, 30% to 40% of the
instant printers operate more than one outlet.

2. Impact of Instant Printing

It is difficult to evaluate the impact of instant printing
on commercial printing. Interviews with commercial
printers showed that they consider instant printing as
"second class printing'. The identify themselves with
"quality' work.  They feel that instant printing does not
really affect them,

Instant printers agree. They claim that they are satis-
fying a new market demand which did not exist previously.
Hence, they are not affecting the commercial printers
significantly.

This study views instant printing as simply a specialized
sector of the commercial printing industry. It special-
izes in a type of work (short run, no colour, acceptable
-quality) and in rapidity of service. Firms in this sec-
tor are organized and located to serve thelr markets
very effectively.

C. SPECIALIZATION

In the printing industry, any establishment having a press can
print almost any product. However, some prmters limit themselves
to certain types of products or to certam clients, and call themselves

Spec1a118ts :
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Interviews with many printers produced worthwhile opinions and

information on the subject of specialization.

Discussions with printing firm managers included:

B

b

b

b

the definition and meaning of specialization;

the level of specialization of their firm;

the trend toward further specialization;

the difficulties in specialization;

the advantages of specialization;

future o_pportunities for lspecializationo

From these discussions, certain general conclusions emerge.
These conclusions are discussed below.

l.

General Conclusions

b

Most of the printers view specialization as a desir-
able thing.

Many printers indicated that they will tend to be
more specialized in the future.

Not all printers mean the same thing by the word
specialization.

Many printers say that they cannot specialize.
A direct relationship between specialization and
profits is difficult to detect -- probably due to

problems Wlth the term itself.

The more profitable printers are those that meet
the definition of "“'specialist’ offered by this study.
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> In major population centres, the specialized firms
tend to be the most profitable.

> In smaller population centres, specialization is
very difficult. ‘ :

>  Specialization does not always provide protection
against price cutting by competitors. ‘

> There can be over-capacity in a specific specialized
sector.

>  Specialization is often based on marketing.

Definition of Specialization

This study defines a "specialist' as one who focuses his
efforts on a particular element of the market. Further,
he provides a service that makes it advantageous for

customers to buy from him rather than from others who
could also produce some or all of the same products or

. services,

In other words, the specialist is able to achieve a position
wherein he has somethmg, or appears to have something,
that other printers do not have,

Specialization often involves concentration on some seg-
ment of the market -- or some phase of the printing
process --.in combination with innovations in the print-
ing plant itself, It may also involve providing a distinct
type of service in connection with the dlstrlbutlon of
products. '

Some printers regard themselves as specialists, but do
not conform to the above definitions., Others do not re-~ -
gard themselves as specialists but do conform to the
above definitions.,
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Types of Specialization

As indicated, specialization can take many forms, each

corresponding to the distinctive elements a printer
presents to his clients,

(a)

(o)

(c)

Specialization Based on Equipment

A printer may possess a certain piece of
equipment:

> to make a gpecific product that cannot
be made competitively on other types
of equipment;

> to achieve a quality level otherwise
not obtainable; '

> . to produce at lower cost and there-
fore, at a price that competitors
- cannot meet, and still achieve res-
pectable profit margins;

>  to handle work more rapidly and thus
provide shorter delivery intervals

than can competitors.

Specialization by Product

This is closely related to, and often occurs,
in conjunction with specialization based on
type of equipment. It may entail the arrang-
ing of an entire printing plant specifically for
production of one product (e.g. bank cheques,
drug labels).

Specialization Based on Service

Without having special equipment or producing
a distinctive product, a printer can be a spec-
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(d)

ialist if the service he offers gives him a dis-
tinctive advantage over his competitors.

This specialization can be based on:

> technical services at conception,
at preparation, at finishing or at
any other phase of the production
process;

> capacity to deliver in a distinctive
manner;

> capacity to perform other handling
and administrative tasks.,

The "instant printer' can be considered as a
specialist. He specializes in that sector of
the market that demands rapid delivery of
relatively small orders with minimal quality
requirements.

Another specialist is the printer who becomes
equipped especially to produce and distribute
a product in large volume, e.g. direct mail
advertising. He offers a complete service in-
cluding generating mailing lists, printing,
stuffing envelopes, applying postage and de-
livery to the post office. His plant is geared
to providing a complete service at low cost,

Specialization Based on~Type of Client

This type of specialization has many charac-
teristics similar to the "specialization based
on services'. It is sometimes difficult to
differentiate between this and specialization
by service.
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" This type of specialization depends on the cap-
acity of the printer to cater to the needs of a
group of similar cllents,

Printers in thls category get the bulk of their
sales from a variety of clients in a particular
industry. These printers have no important
_equipment advantages. However, thelr org-
anizations employ people who:

> offer a "custom made' service to a
particular industry;

b speak the common 1anguage of this
industry; : »

B share the preoccupations of their
- customers;

B discuss customer problems intell-
igently; .

b help customers with problemsl not.
always related to printing.

Advantages of Specialization

The people intefvievved identified many advantage‘s' gainled
by specialization. The following advantages were men-
tioned most frequently: : '

b to limit the number of competitors-to those who
have the same competitive advantages;

> to buy the most soph1stlcated equ1pment for a
product;

»  to become very expert, and therefore efficient,

by providing a specialized service, and main-
taining an organization geared to the customer;
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- > - to give the best prices and retain a large margin

of profit;
>  to compete on factors other than price;
> to simplify the operation of the entérprise;

> to permit continuous evaluation of competitors!
activities; :

> to train employees more easily.

Disadvantages of Specialization

Though specialization offers many advantages, there
are some disadvantages. They include:

B a large investment in a limited sector or in a
unique product; ’

B too much dependence on the existence of the product
or the client;

> less flexibility in their equipment and in ’their
personnel;

»  a difficulty to find employees with approf)riate
experience.

Specialization and Local Markets

The size of the market in which a printer operates is .
important in relation to his opportunities to specialize.

In small population centres, it is difficﬁlt to become a
specialist simply because the market is not big enough.

Some specialist firms are located in small cities. How-

ever, their sales are mainly to customers located in
major population centres. Such printers specialize in
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particular products, but their success stems from very
effective marketing activities.

In smaller population centres, especially in centres re-
mote from large markets, the ability of a printer to
handle a variety of types of work will often determine
his level of profitability. This is because the overall
printing demand is not large enough to support a spec-
ialist in a specific product. In such areas, specializ-
ation is less related to products. It is more related to
service and to the approach used in servicing the client.

In major population centres, the more a printer is spec-
ialized, the more profitable he will tend to be, That
implies that the printer has not only found a way to ob-
tain a competitive advantage in producing a specific
product, but algo that the overall demand for the product
is large enough to support his specialized organization.

Difficulty in Specialization

It is difficult to become a specialist., A printer must
have sizeable sales in his specialty. Only then can he
justify the cost of equipment that gives him a competitive
advantage. And further, he needs big sales to support
an organization geared to his specific service and fo a
certain type of client.

Following are further difficulties:
>  insufficient size of local market;
B> a psychological barrier in the mind of the buyer
located in a large centre to buy from a printer
~located in a small centre;
>  the high selling costs associated with develop-

ing and maintaining customers located outside
the immediate area; :
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> higher transportation costs.

Most printers questioned in the survey favour specializ-
ation. . Those who now specialize hope to increase their
level of operation. Those who do not, are looking for

an appropriate formula for specialization. They claim |
they would have fewer problems. _ .
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FOREIGN TRADE

A, PAST AND PRESENT IMPORT LEVELS -

Imported printed matter represents a significant portion of
Canadian consumption. Official information shows the magnitude of

imports, origin, the general categories and overall trends. (Table 42
summarizes imports).

Imports increasgsed from $123.3 million (1964) to $258. 4 million
(1971). This represents an annual average increase of 10% per year
over the seven year period. These values equal 11.2% of the Apparent
Canadian Market in 1964 and 13.7% in 1971. (Apparent Canadian

‘Market -~ ACM -~ is calculated as industry shipments plus imports,
minus exports.) During the same period, the ACM increased an aver-
age of 8% per year.

The U.S.A. accounts for 83% of imports. The U.K. and France
are gources of another 6.5% each. Thus, these three countries of origin
account for 96% of all imports. During the seven year period, imports
from the U.S.A. and U.K. doubled, those from France and West Ger-
many tripled, and those from Japan increased five-fold.

1. Books and Pamphlets

The most significant category of printed products, books
and pamphlets represent 50% of all imports. The 1964
imports of $45.7 million increased to $133. 6 million in
1971. This represents 65.5% of the Apparent Canadian
Market in 1964 and 75.5% in 1971, About 80% of books
and pamphlets imported comes from the U,S.A. In 1964
12% came from the U.K. and 7% from France. By 1971,
imports from France had increased four-fold to 10%

and imports from the U.K. increased by a factor of 2 to
1to 8%. (See Table 43 for details)

5
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Table 42

IMPORTS OF COMMERCIAL PRINTED PRODUCTS
IN RELATION TO APPARENT CANADIAN MARKET

CATEGORY

Imports and Shipments

1964 1971
: $7000 % $7000 78
: Commercial : .
Total Printing (SIC 286) 442, 185 } (764,189 )
Shipments | Printing, Publishing _ o _
: & Allied Industries 983, 921 1,653,839

Apparent Canadian Market 2 1,097,243 |{100.0 | 1,889,872 |100.0
U.S.A, 106,004 | 9.7 | 213,756 | 11.3
U.K. 8,094 - T 16,626 .9

| | West Germany 1900 .1 2,691 .1

Import - :
France 5,359 .5 16,710 .9

From ‘ , _
Japan 293 - 1,517 .1
Other 2,691 .2 7,006 | .4
Total Imports 123,341 | 11.2 | 258,366 | 13.7

Source: Statistics Canada

Imports include the following commodity classifications:

891
893
894
895

Newspaper, Magazines & Periodicals
Books & Pamphlets (non-advertising)
Maps, Pictures, Greeting Cards, Music
Other Printed Matter

% Distribution in 1971

27

‘52_,'

3

‘ 18
100%

2 Apparent Canadian Market equals total shipments by the: 1ndustry,
plus imports minus exports. "

.;.95-.




Table 43

IMPORTS OF COMMERCIAL PRINTED PRODUCTS
IN RELATION TO APPARENT CANADIAN MARKET -- BOOKS!

Imports and Shipments

1964 1971
Category $'000 %o - $'000 %o
Total ﬁiﬁﬁfg‘iﬁé 286) 18, 720 ) 37, 825 )
Shpmerte | priting PSS | 051 | | snew | -
Appareéent Canadian Market3 69,867 - |100.0] 176,782 100.0
U.S. A, 36, 230 51.9| 105,254 | 59.5
U. K. 5,456 | 17.8| 10,766 6. 1
Tmport W. Germany 188 .3 573 .3
From -

Japan 31 | - | 252 | .1

Other 542 .8 4,246 2.4

‘TOTAL 45,714 65.5| 133,556 75,7

Source: Statistics Canada

1Impoms include the following commodity classifications:

893-04 Religious Books and ].:’.amphle’us2 3%
893-25 Books published by foreign governments

893-29 Dictionaries, Encyclopaedias, Atlases 9%
893-41 Books and Pamphlets NES excluding English ) - 10%
893-45 Novels and Works of Flctlon NES _ 14%
893-49 Books and Pamphlets NES2 63%

894-90 Children's Picture Books , 1%
100%

2Pamph1ets imported under these classifications are normally non-advertising.

3
Apparent Canadian Market equals total industry shlpments plus imports
minus exports.
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2. Newspapers, Magazines and Periodicals

These items account for 27% of all printed products
imported. Imports of $46. 3 million in 1964 increased
to $71 million in 1971 (20. 5% of ACM). The U.S.
accounts for 90% of all periodical imports. (See Table
44 for details.) '

3. Advertising Matter

Imports for 1971 Wwere $16. 4 million (9. 8% of the ACM).
In absolute terms, this represents a five-fold increase
since 1964. The U.S. accounts for 83% of imports in
this category. Japan, the third largest (following U. K. )
rose from an ingignificant level in 1964 to $0. 6 million
in 1971. (See Table 45 for details.)

4, Tags and Labels

These items accounted for $2. 8 million in 1971 (equiv-
alent to 6. 8% of ACM). The U.S. accounts for 90% of
imports. Imports for 1964 represented about 8. 7% of
the Canadian market. (See Table 46 for details.)

B. PAST AND PRESENT EXPORT LEVELS

Printing, Publishing and Allied Industries exported $32. 3 million
in 1971, out of total shipments of $1,653 million. Thus, exports repre-
sent 2. 0% of shipments in 1971, Over the 1964-1971 period, exports
grew at a rate of 17% per year. This growth rate for exports exceeds
the growth rate of the industry by over 2 to 1. (See Table 47 for details.)

The largest percentage of exports is to the U.S. Currently it is
about 85% ($27.4 million in 1971) having increased steadily as a portion
of all exports, from about 72% in 1962. The U.K. is the next most im-
portant country for Canadian exports although the value is only $1 million
to $1.5 million or about 4%. Next comes France at $0. 3 million or only
1%. The remaining exports ($3 million or 10%) are spread over all other
countries.
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Table 44

IMPORTS OF COMMERCIAL PRINTED PRODUCTS

IN RELATION TO APPARENT CANADIAN MARKET
NEWSPAPERS, MAGAZINES AND PERIODICATS!

Imports and Shipments
1964 1971
Category $'000 % $1000 %
Commercial
Total o Printing (SIC 286) 50, 891 75, 597
Shipments®} Printing, Publishing
’ - 097 -
& Allied Industries 162,854 286,
" Apparent Canadian Ma]rket3 205,540 100.0 | 345,550 100.0
U. 5. A, 42,871 20. 9 62, 850 18.2
U. K. 904 .4 2, 848 .8
Import W. Germany 122 .1 471 .1
From France 1,875 .9 3,326 1.0
Japan 10 - 52 -
Other 507 o 2 1,546 .4
TOTAL 46,289 22,5 { 71,093 20, 5
Source: Statistics Canada
1Irnports include the following commodity claggifications: ©

891-04 Newspaper supplements and sections
891-08 Newspaper, unbound, NES
891-29 Magazines and Periodicals NES

2
Total shipments exclude revenues from advertiging -- which was
$294 million in 1964 and $475 million in 1971.

% Within Group

3%
4%,
93%

SApparent Canadian Market equals total industry shipments plus
imports minus exports.
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Table 45

IMPORTS OF COMMERCIAL PRINTED PRODUCTS
IN RELATION TO APPARENT CANADIAN MARKET
ADVERTISING MATTER!

Imports and Shipments

1964 1971
Category $'000 %o $1'000 %
Commercial
Total Printing? (SIC 286) 104,000 154, 344
Shipments | Printing, Publishing _ _
& Allied Industries 110,954 165, 876
Apparent Canadian Marke’c3 113,667 100.0 181, 000 100.0
U.S.A. 2,620 2.3 13, 649 7.5
U, K. 245 o 2 904 5
Import W. Germany 88 .1 368 2
From France 40 - 176 .1
Japan 9 - 620 .3
Other 111 o1 712 .4
TOTAL 3,113 2.7 16,429 9.0
Source: Statistics Canada
1Imports include the following commodity classification: 895-89

Advertising Matter (approx. 6% of all Imported Printed Products).

2
Shipments from commercial printing of ''Advertising Matter'" consists
of "Catalogues' and "Other Advertising Matter' in the ratio of about
30% to 70% respectively. Revenue from advertising is not included.

3 -
Apparent Canadian Market equals total industry shipments plus imports
minus exports.
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Table 46

IMPORTS OF COMMERCIAL PRINTED PRODUCTS
IN RELLATION TO APPARENT CANADIAN MARKET

TAGS AND LABELS!

Imports and Shipments
1964 ' 1971
Category $1000 %o $'000. %
Commercial
- 9, 803 -
Total Printing (SIC 286) 19, 686 39, 8
Shipments | Printing, Publishing _ _
& Allied Industries 20, 160 40, 7.60
Apparent Canadian Market? 22,081 |100.0] 43,547 |100.0
U.S.A. 1,807 8.2 2,505 5.8
U. K, 72 .3 138 .3
Import W. Germany 12 .1 30 .1
From France - - 10 -
Japan 4 - 31 . 1
Other 26 o 1 73 o2
TOTAL 1,921 8.7 2,787 6.5
Source: Statistics Canada

1Imports include the following commodity classification:

895-20 Labels, Tags and Wrappers of Paper (approximately
1% of all imported printed. matter).

2A'p'paren‘c Canadian Market equals total industry shipments plus

imports.

as not significant.
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Table 47

EXPORTS OF COMMERCIAL PRINTED PRODUCTS IN RELATION TO DOMESTIC OUTPUT ($'000)

Total Shipments Exports To
Com%nercial Print%ng, Publis-hing

Year Printers & Allied Industries % U.S.A. % U.K. % |France % |{Other % |Total %

1962 389,483 925, 443 100 5,083 .6 450 - 58 - 1,350 .1 6,941 .7

1963 416,530 927,921 100 5,511 .6 731 .1 51 - 1,397 .2 7,588 .8

1964 442,185 983, 921 100 7,522 .8 877 .1 58 - (1,762 .2 [10,019 1.1

; 1965 488,278 1, 085, 229 100 7,971 .7 702 .1 130 - 11,827 .2 [10,630 .9

8 1966 550, 957 1, 204, 665 100 8,776 .7 945 .1 128 - 12,073 .2 {11,922 1,0
!

1967 596, 770 1,297,275 100 11,676 .9 11,353 .1 130 - 2,572 .2 15,731 1.2

1968 624, 142 1, 370,353 100 14,698 L1 924 .1 249 - | 2,630 .2 {18,501 1.4

1969 680, 602 1,488,301 100 19,505 1.3 [1,251 .1 364 - 12,913 .2 (24,033 1.8

1970 711, 429 1, 545,320 100 25,341 1.6 953 .1 248 - 3,465 .2 (30,007 1.9

1971 764, 189 A 1,653, 839 100 27,407 1.7 1,556 .1 335 - } 3,035 .2 (32,333 2.0

1972

Source: - Statistics Canada Catalogue

Domestic Shipments by Printing, Publishing & Allied Industries
includes revenue from advertising which accounts for about 29%
of total shipments,




C. APPLICABLE DUTIES

The duties applicable to printed matter imported into Canada are
usually based on three elements:

> the value as declared by the importer;
>  the classification of printed material;
B the country of manufacture.

The determination of duty starts with the value as declared by the
importer. This by itself presents some problems. Quite naturally,
importers will tend to under-value the product in order to minimize
duty charges. Customs officers cannot be expected to know the value
of printed material. Furthermore, products produced in long press
runs will have a unit cost that is substantially lower than short run
products. The Graphic Arts Industries Association has made submis-
sions to the federal government in which they suggest methods to esta-
blish "fair value'', which can be applied to certain types of printed matter.

The present method ugsed by customs is to increase the declared
cost by a predetermined percentage before applying duty:

B 30% for black and white or single colour;
B 35% for multi-colour printing.
There are a variety of classifications for printed matter. Some

of the more commonly used classifications and duties are as follows
(duties refer to "most favoured nations'):

B Printed books Normally 10%
> Books or pamphlets used for promo-

tion of the arts, surgery, law, science,

technical training, study of languages,

etc. ‘ No duty

(S Printed matter, no advertising content 20%
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> Printed matter, containing advertising 25%

>  Small advertising pieces having a value
each of $1. 00 or less No duty

> Maps 175%

> Printing machinery:
- If size of printing area is 374
sq. in. or larger No duty
~ If less than 374 sq. in. 10%

Most countries enjoy ''most favoured nation' status. An exception
is the "preference' status of Commonwealth Countries in which case
printed matter is duty free,

The status is determined by the country of manufacture. For
example, if a British publisher decided to have a book printed in Holland,
the books would be dutiable and the British preference would not apply.
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V1

MANAGEMENT CONSIDERATIONS

A, LEVEL OF MANAGEMENT SOPHISTICATION

The degree of management consideration varies from firm to firm
in the industry. The level of management sophistication increases dir-
ectly with the size of the firm. Table 48 shows the use of various man-
agerial and control techniques by size of establishment.

In general, larger firms are operated by well-educated managers.
These people see themselves as professionals and tend to adopt proven
planning and control techniques. '

In small firms, and in many medium size firms, the emphasis is
on production or direct selling skills, Such firms are often operated by
the owner-manager. Virtually all decisions are made by one or two
people, and then are frequently made by instinct. The amount of formal
planning is minimal. There is very little emphasis on achieving a set of
. long-term objectives.

This lack of management skills to direct successful growth is a
major problem facing small and medium sized printing firms. A few
firms have identified marketing objectives and have good financial con-
trol, but these are in the minority. The application of effective manage-
ment systems. is confined mainly to the large firms and to a few medium
sized printers.

Areas where improvement would almost surely increase profits
are:

> cost estimating;
> production planning;

>  most aspects of marketing,
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Table 48

USE OF MANAGEMENT CONTROLS
BY SMALL, MEDIUM AND LARGE ESTABLISHMENTS

% of Egtablishments
Small Medium Large
Up to | $250,000 to Over
Type of Control $250, 000 $1,500, 000 $1,500,000 Combined
Production Planning 46% 86% 98% 65%
Quality Control 40 60 75 50
I
= Cost Control 38 80 89 57
(9]
! Sales Forecasting 18 48 83 35
Production Standards 13 29 55 20
Wage Incentives 6 10 21 9
Reports by Salesmen 7 48 72 27
Number of Respondents 244 143 47 434

Source: Stevenson & Kellogg Industry Survey, March 1974,




B.

CAPITAL STRUCTURE

10

Distribution of Assets

In 1970, total value of assets employed by the industry
was $476.9 million (see Table 49), Actual value for
1973 is an estimated $630. 0 million.

In 1970, assets were distributed in the following prop-
ortion: current assets - 53%; fixed assets - 47%.

Generally speaking, current assets represent a greater
proportion of total assets in small firms than in large
firms. Receivables represent a greater proportion of

small firms' assets than of large firms' assets (34% vs. -

31%). Inventories account for smaller proportions of
agssets of small firms.

Large firms have a greater proportion of fixed assets
in land and buildings (12% vs. 7.9%) and in equipment

and machinery (28, 9% vs. 26.4%) than have small firms. .

Funds Sources Used

Sources of funds vary considerably for the different
sizes of establishments., Industry-wide figures show

“that 35, 4% of total assets are financed by current liabil-

ities, 16. 6% by long-term borrowing, and 48. 0% by
shareholders' equity.

Firms in the $1.5 million to $5 million category have
the greatest percentage of long-term borrowing (24. 6%)
and the smallest percentage of shareholders' equity
(37.5%). In that sense, they can be considered as the
most under-capitalized segment of the industry.

Firms in the $5 million and over category average long-
term borrowings of 12. 4% and shareholders' equity of

56.4%. This confers a certain financial strength to this

group.

- 106 -




Table 49

DISTRIBUTION OF ASSETS, LIABILITIES AND EQUITY
OF COMMERCIAL PRINTING COMPANIES
GAIA - 1973 AND TOTAL INDUSTRY - 1970

Size of T Under 250, 000 500, 000 1, 500, 000 5, 000, 000 19701
1ze 1rms 250, 000 to 499, 999 to 1,499,999 to 4, 999, 999 and Over Total SIC -286
Number of Firms 43 39 53 32 10 177 1,655
(3'000) % (3$'000) % ($'000) % ($1000) % ($'000) % ($'000) % ($'000) %
CURRENT ASSETS
Cash 124 3.7 382 5.2 685 2.6 438 1.0 458 1 2,088 1.4 12, 800 2.
Net Receivables 1, 161 34.1| 2,692 36.4 | 8,114 31.1 | 14,224 31.6 19,513 29.3| 45,705 30.8 | 139,100 | 29.1
Inventories 321 9.5 761 10.3 | 4,010 15.3 8,187 18.2 10,079 15.2| 23,358 15.7{ 79,300 | 16.7
Securities 97 2.9 190 2.6 400 1.5 604 1 1,129 1.7 2,422 1.6 15,400 3.2
QOther Current
Assets 163 4.8 128 1.7 1,185 4.5 864 1.9 851 1.3 3,194 2.2 6, 200 1.3
Total Current Assets 1, 868 55.0| 4,154 56.2 | 14,396 55,0 | 24,318 54.0 32,031 48.2| 76,769 51,7 252,900 | 53.0
1
f— FIXED ASSETS
3 Net Land & Building 268 7.9 558 7.5 | 2,784 10. 6 5,465 12.1 8, 050 12.1 17,126 11.5
1 Net Machinery &
Equipment 898 26.4 | 1,943 26.2 | 7,045 27.1 | 12,748 28.2 19, 165 28.8| 41,800 28.2
Net Other Fixed
Assets 364 10.7 748 10.1 1,910 7.3 2,556 5.7 7, 241 10.8 12, 821 8.6
Total Fixed Assets 1,531 45.0 | 3,249 43.8 | 11,741 45.0 | 20,767 46.0 34,457 51.8| 71,749 48.3 | 224,000 | 47.0
TOTAL ASSETS | 3,400 100.0 | 7,405 100.0 | 26,137 100.0 | 45,086 | 100.0 66,489 | 100.0| 148,518 | 100.0 | 476,900 | 100.0
LIABILITIES ,
Current Liabilities 1,165 34,3 | 2,695 36.4 | 8,716 33.3 | 17,087 37.9 20, 763 31.2] 50,408 33.9 | 167,100 | 35.4
Long Term
Borrowing 733 21.6 | 1,561 21.1 5,617 21.5 | 11,088 24.86 8,241 12.4| 27,242 18.3 | 79,300 16.6
Shareholders' Equity| 1,501 ‘44,1 | 3,148 42.5 | 11,803 45.2 | 16,930 37.5 37,484 56.4( 70,868 47.8 | 230,500 | 48.0
TOTAL LIABILITIES 3, 400 100.0{ 7,405 100.0 | 26,137 100.0 | 45,086 | 100.0 66,489 | 100.0 | 148,518 | 100.0 | 476,900 | 100.0

Source: GAIA, Ratio Study - 1972/1973
Statistics Canada
1970 was the most recent year of published data on a composite balance sheet for commercial printing.




The differences in capital structure have a significant
irhpact on return on investment.

C. INVESTMENT IN REAL ESTATE

].0

Owned and Rented

The S&K survey gives an indication on the ownership of
real estate in the industry:

>  own all -- 39%
>  rent some -- 61%
Rented real estate represents about 38% of total real

estate investment. (This figure is an estimate based on
GAIA ratio study - 36%, and a Stevenson & Kellogg sur-

vey - 44%. This last survey took in a larger proportion

of small firms), Table 50 shows the real estate situ-
ation in detail.

Small firms tend to rent real estate more than do large
firms. Table 50 indicates the following:

>  Small firms (sales below $250, 000) rent an
average of 73% of the total value of real est-
ate investment.

>  Large firms (sales over $5, 000, 000) rent an
average of 26% of the total value of real est~

ate investment.

Value of Investment

Total value of investment in real estate was $131
million in 1971, after depreciation,

The industry requires an average investment of $172 in

real estate for each $1, 000 of sales (see Table 49 for
details).
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Table 50

OWNED AND RENTED REAL ESTATE BY FIRM SIZE

GAIA Ratio Study 1972-1973, Dollar Sales per Firm

0 250, 000 500, 000 1, 500, 000 | 5, 000, 000 Canada
to to to to + All S&K 1971
Size of Firms ($' 000) 250, 000 500, 000 |1, 500, 000 | 5, 000, 000 Firms Survey Estimate
Number ‘of Fi?ms Responding 43 39 53 39 10 177 434 N/A
to Questionnaire
Real Estate Before Depreciation 342 755 4, 366 7,818 14,203 27,485 35,435 81,000
Accumulated Depreciation on Bldgs. 73 197 1,581 2, 353 6,153 10, 359 - -
Net Real Estate 269 558 2,785 5, 465 8,050 17,126 - -
Estimated Rental Expenses for
Real Estate 94 126 360 525 495 2,100 - -
Estimated Value of Rented Real
Estate 940 1,260 3,600 5, 250 4, 950 16, 000 27,871 50, 000
Estimated Value of Total Real
Estate Used 1,282 2,015 7,966 13,068 19,153 43, 485 63, 306 131, 000
RATIO
1. % Rented Real Estate 73% 62% 45% 40% 26% 36% 44% 38%
2, Dollars of Gross Real Estate per . .
$1, 000 Sales i 49,98 53.176 98.01 100.93 123.186 106,43 103.00 106.00
3. Dollars of Net Real Estate per
$1, 000 Sales 39.18 39.173 62,50 70. 55 69.78 66, 31 - -
4. Dollars of Estimated Value of Ren-
ted Real Estate per $1, 000 Sales 137.38 89,73 80.82 66.16 42,91 12,01 81.03 66. 00
5. Dollars of Total Estimated Real ‘
Estate Used per $1, 000 Sales 187.37 143.49 178.83 167.09 166,07 168,44 184.03 172,00

Source: GAIA - Ratio Study - 1972/1973; Stevenson & Kellogg Survey, March 1974; Stevenson & Kellogg estimate for 1971.




D. INVESTMENT IN MACHINERY AND EQUIPMENT

1.

Owned and Rented

The S&K survey gives an indication on the ownership of
machinery and equipment in the industry:

B own all -- 74%
»  rent some -- 26%

Rented equipment amounts to only 3.2% of the total value
of equipment used by the industry.

Small and medium sized firms tend to rent machinery

and equipment more than do large firms. Table 51 shows -

the percentage of rented equipment as follows:
S Small firms (sales up to $500, 000) -- 7. 3%

> Medium sized firms (over $500, 000 to $5
million) -- 3. 9% :

»  Large firms (over $5 million) -- 0.8%

Value of Investment

Total value of machinery and equipment in use in 1971,
before depreciation, is estimated at $313 million. For
1973, estimated value runs to $408 million. Thus during
1972 and 1973, the industry invested some $95 million

~ in machinery and equipment.

On average, the gross investment in equipment and mach-
inery is about $400 per $1, 000 sales. This measure for
firms of various sizes results in the following:

b Small firms (sales below $250, 000) average

$349 investment in machinery per $1, 000
sales.,
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Table 51

OWNED AND RENTED EQUIPMENT AND MACHINERY BY FIRM SIZE
INDUSTRY - 1971 (XSTIMATE)

GAIA Ratio Study 1972-1973, Dollar Sales per Firm
0 250,000 500,000 1,500,000
_ to to to to 5,000, 000 Canada 1971
Size of Firms 250,000 500,000 1,500,000 } 5,000,000 + Total Estimate
Number of Firms respond-
ing to Questionnaire 43 39 53 32 10 177 N/A
Gross E & M
Before Depreciation (§'000) 2,388 4,773 20,165 31,497 51,848 110,67} 303,000
NetE & M
After Depreciation ($'000) 898 1,943 7,045 12,746 19,165 41, 797 119, 000
Estimated Rental
612
t Expenses ($'000) 32 81 199 215 85 2,000
fa—
fa—
= Estimated Value of
1 Rented E & M ($'000) 160 . 405 995 1,075 425 3, 060 10,000
Estimated Total E & M ] .
1 ’ 1 1 H 1 ‘731 ’
Used ($'000) 1 2,548 5,178 21,160 32,572 52,273 13 313,000
RATIO
1, % Rented E&M 6.3% 7.8% 4.7% 3.3% 0.8% 2.7% 3.2%
2. Dollars of Gross E &M
per $1,000 Sales 349 339 453 406 449 428 396
3. Dollars of Net E& M .
per $1,000 Sales 131 138 158 165 166 167 155
4, Dollars of Estimated Value
of Rented E & M
per $1,000 Sales 23 29 22 14 4 12 14
5. CLCollars of Estimated Total
E & M Used per
$1,000 Sales 372 368 475 420 453 440 410
Source: GAIA - Ratio Study - 1972/1973; Stevenson & Kellogg Estimate for 1971.

1Total E & M used is E & M owned (before depreciation) plus an equivalent value of rented E & M (rent x 5).




>  Medium sized firms (sales $250, 000 to
$1, 500, 000) average $425 investment in mach-
inery per $1, 000 sales.

>  Large firms (over $1, 500, 000 sales) average
$432 investment in machinery per $1, 000 sales.

E, LEVELS OF PROFITABILITY

1. Profits on Sales

Total profits before taxes in the industry in 1973 were
about 4. 8% of sales. This represents a 29% drop since
1971 when industry profits on sales were about 6. 8%.

For this study, several sources of data were analyzed
to determine industry profitability. These sources in-
cluded:

»  Statistics Canada -- Current data was not
available., However, composite financial
statements for the commercial printing ind-
ustry were published for 1969 and 1970.

> GAIA -- The Graphic Arts Industries Associ-
ation publish a wide range of useful data in
their annual study of ratios. However, these
data represent results of member firms who
respond to the annual questionnaire. The
data is valuable as a tool to analyze differen-
ces between size of firms. Caution was exer-
cised when using this data to estimate charac- .
teristics of the total industry in Canada.

»  Dun & Bradstreet -- D & B publish an annual
review of key business ratios. The breadth
of coverage is extensive -- probably at least
80% or 90% of the industry. These data also
provide a basis for comparing printing with
other industries.
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> Stevenson & Kellogg industry survey -- Not
all firms responded to questions on profit-
ability. -Findings based on these data were
not conclusive. However, the data provided
some insight into the profitability of various
: sizes of firmg within the industry.,

Data on profltablhty by size of firm show a 11ke pattern:

“small and large firms are the most profitable. They

earn 35% to 40% higher profits per sales dollar than the
industry average. Firms in the $250, 000 to $5 million
size range (35% of all establishments) earn 15% to 20%
less profits per sales dollar than the industry average.

This study estirhated the percentage of profit on sales

- in six size ranges of firms in 1973, based on combining

all the data available. This is shown in, Table 52,

In addition, Table 53 shows profltablllty of GAIA firms
by size in 1972

Proportion of industry profits exceed proportion of in- .
dustry sales in certain size categories -- particularly
large firms. Large firms (over $5 million sales) earn

an estimated 54% of total industry profits, and account

for 45% of total industry sales. Small firms (under
$500, 000) show- this same relationship (although dollars
involved are smaller): 8.8% of industry profits earned .
on 8, 0% of industry sales. In the medium size firms
($500, 000 to $5 million), proportlon of profit is less
than proportion of sales.

Profitability Varies considerably between individual
firms within any size range. This variation is more

pronounced" in small firms of up to $2 or $3 million sales.

Comparison of Profitability with Other Industries

Based on percentage of profits on sales, Dun & Brad-
street ranks commercial printing as 43rd out of 90

- 113 -




ESTIMATED PROFITABILITY OF THE

Table 52

COMMERCIAL PRINTING INDUSTRY BY SIZE OF FIRMS

1973

Total Sales

Profit on Sales

- PIT -

“(before tax) % of
Size of Firms N ' % on Total
$1000 % $'000 Sales Profits
Less than $100, 000 59,000 6.2 4,030 6.8 8.8
$100, 000 to $250, 000 80, 000 8.5 3,260 4.1 7.2
$250, 000 to $500, 000 100,000 10.5 4,500 4.5 9.9
$500, 000 to $1, 500,000  |200,000 21.2 7,400 3.7 16. 2
$1,500,000 to $5, 000, 000 |253,000 26.8 | 10,260 4.0 22.5
Over $5, 000, 000 253, 000 26.8 16,100 6.4 35, 4
Total (Estimated 1 945,000 100. 0 45,550 4,8l 100. 0
2,140 firms) ’ ’

(1)

Estimated profit on sales after tax is 2.5%.
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Table 53

PROFITABILITY OF GAIA FIRMS BY SIZE ~ 1972

PROFIT ON SALES

RETURN ON EQUITY

Total .
Firms Reporting Profits Profits Total .
, A Total Before On - Shareholder's Return
__ _ Sales Taxes Sales- Equity on Equity
Size No. | % $'000 % $1000 % %o $'000 .- % %

Up to $250, 000 43 .24. 3 6,842 2 6 355 2.8 5.2 1, 501" 2.1 23. 65
$250, 000 to $500, 000 . 39 22.0f 14,042 5.4 755 6.0 5.4 3,148 4,4 23.98
$500, 000 to $1, 500,000 | 53 | -29.9| 44,544 | 17.2 | 1,894 | 14.4 4.0 11,803 | 16.7 | .15.45
$1, 500,000 to $5, 000, 000 32 18.1 ’77, 459 30.0 1 2,889 \22.7 3.7 16,930 23.9 16.94
$5, 000, 000 and Over . 10 5.7\ 115, 353 44.8 | 6,832 54. 1 5.9 37,484 | 52.9 18.22

Total Before Tax * | 177 | 100.0|258,244 |100.0 (12,637 | 100.0 4.89 70,868 |100.0 17.83

Total After’ Tax 2.519% 1) 9.16% %

(2)

(1) _Dun & Bradstreet reported after tax Profits on Sales of 3.40% in 1972, 2.51% in 1973.
Dun & Bradsireet reported after tax Return on Equity of 10.10% in 1972, 7.94% in 1973,

Source: GAIA Canadian Ratios 1972-1973 (i.e. although published in 1973, operating year is mainly in calendar 1972).



industries (1973), Table 54 compares prmtmg Wlﬂ’l v
eleven other industries.

3. Return on Equity

Return on equity provides another measure of profitab-
ility. This is sometimes more meaningful to investors.

" Return on equity (after tax) for 1973 for the printing
industry was reported by D.& B at 7, 94%.

Based on return on equity, Dun & Bradstreet ranks
commercial printing as 38th cut of 90 industries (1973).
Table 54 compares printing with eleven other industries.

Based on the survey, S&K estimates return on equity
(after tax) in commercial prlntmg runs, by size of flrms

as follows:

“p  Small firms (under $500 000 sales) -- 9, 1%

to 9.5%

B 'Medlum flI‘IIlS ($500, OOO to $5 mllllon) ~~ B, 8% .
to 7. 0%

[ Large firms (over $5 miliion) -~ average 8. 5%

Table 55 enlarges on this data.

F.. PRODUCTIVITY IN THE PRINTING INDUSTRY

An important measure of the health and competitive viability of an”
industry is its productivity -- the efficiency with which it utilizes its .
resOurces, Traditionally the most widely accepted measure of produc-
tivity is "output per man-hour, or output per.employee'. This’ criterion

.reflects the task facing management When labour was the most 1mportant
resource in the production "mix'.

Nowadays increasing attention is directed at other resources. Of

these, the most 51gn1f1cant is capital, But, ‘another is the managerial,
or "think"™ resources. : ‘
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Table 54

PROFITABILITY COMPARISONS BETWEEN COMMERCIAL PRINTING AND

SOME OTHER INDUSTRIES - 1973

Profit ! . Profit !
As % of < ~ No. of As % of B
Rank | Sales - Line of Business Compan‘ies Equity Rank
1 11.46 'rﬂstUJéries* (26) 27.21 1
2 7.16 cPubushing'&;pfinuﬁg (378) 12.69::; 4
3 | 7.07 Pharmaceuticals (154) 14,18 3
4 5,54 (:hernicals; Industrial (165) 7.62» 10
5 4;28  Publishing Only (404) 18;82; 2
6 4.06 Metal Stamping »(695?   12.10 5
7 '3.45 Machinery, Other (790) 8.82 8
8 | 3.13 Manufacturing (21,811) 7.52 11
9 2.98 .Paper’Boies & Bags \(1925' _i0.24- 6
10 2.51 Commercial Printing 1, 655) 7. 94 9
11 2.41 ']MEtalﬁ?roducts,:NusC. @5 7.13 . | 12
12 2.21 Machine Shops » 7

‘(791)

9.06

Source: Dun & Bradstreet Key Business Ratios - 1973.

1Profi’us are after taxes.
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~ Table 55

ESTIMATED RETURN ON EQUITY OF THE

COMMERCIAL INDUSTRY BY SIZE OF FIRMS

1973

- 81T -

, Estimated Return . Retufn

Size of Firms Before After Estimated |- - on

Tax Tax Equity Equity

($1000) ($1000) ($1000) %

Less than $100,000 4,032 2,180 23,700 9.2
$100, 000 to $250, 000 3,260 1,760 19,400 9.1
$250, 000 to $500,000 4,500 - 2,430 25,700 9.5

$500, 000 to $1, 500, 000 7,400 4,000 59,100 | 6.8
$1,500,000 to $5,000, 000 10,260 5,540 79,500 7.0
Over $5, 000,000 16,100 8,700 101,800 8.5
TOTAL 45,550 24,610 309, 200 8.0

Source: Estimated by Stevenson & Kellogg.




Data on this last resource, and on its utilization, is difficult to
collect and compare. However, our questionnaire and the GAIA annual
survey do provide comparisons on thé utilization of labour and capital.
The following sections highlight some of the important trends and comp-
arisons in these areas.,

1. Labbur

The printing industry, in common with many service
industries and a few manufacturing industries, presents
a difficult problem in measuring productivity. This
_difficulty centres on the determination of "output'.

" In other manufacturing industries which produce a steady
stream of goods; cars, newsprint or steel for example,
output can be measured in terms of units or tons. Simi-
larly, productivity can be expressed in terms of tons
per man- hour. :

One possible measure of output in the printing industry
is "Net Sales'". This represents the value that the mar-
ket puts-on the production ofa company or the industry.
On this basis product1v1ty could be expressed as "Net

: Sales per Employee'', : o

However, this measure has one significant drawback.

A substantial part of the sales value of the printing in-
dustry represents the cost of direct mater1a1s -- esp-.
ecially papers And, as the cost of paper fluctuates over
time, and between countries, it tends to d1stort comp-
arison of dutput or productivity.

One solution lies in measuring output in terms of "value
added".  Labour productivity would thus be expressed

in terms of value added per employee. Using this mea-
sure we find that productivity has-increased from about
$10,300°in 1962 to $18, 3087in 1972 -~ an increase of 78%.
Dur1ng the same period the corresponding values in the
U.S.A. were $12,155 and $20 173 an mcrease of 66%,
(See Table 56.) ‘
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Table 56

VALUE ADDED PER (FACTORY) EMPLOYEE*

Year Canada '~ Canada & U.S.A.
1962 $10, 305 $12,155
1963 - 10, 544 12,692
1964 11,246 13,253
1965 11,751 14,054
1966 _ 11, 683 14,450
1967 12,300 15,270
1968 : 13,173 , 15,612
1969 13,905 16, 543
1970 15,986 | 17,716
1971 16,478 . . 19,691
1972 18, 308 _ ' 20,173

* GAIA Ratio Study Reports

Although productivity appears to be increasing at a

- greater rate in Canada, the gap between the two count-
ries has remained more or less constant at $2, 000 value
added per employee.

This difference in productivity is largely offset by (or,
in fact actually causes) a lower wage structure in the
Canadian industry. In 1972, the latest year for which
~comparative gtatistics are available, the payroll cost
per employee is about $1, 500 less per annum in Canada
than in the U.S. A.

A comparison of factory payroll as a percentage of value
added shows a striking similarity between Canada and the
U.S5.A. In the early 1960's, factory payroll in Canada
was about 54% of value added. In the U.S.A. it was 49%.
~Gradually the ratios have converged, so that in 1969, the
ratio in both countries was 51.40%. Since then there

has been no significant deviation from this figure in
either country.
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. :

Within the Canadian industry, productivity varies bet-
ween firms of different sizes. Table 57 shows that the
total sales per employee and value added per employee
increases with size of firm. The table also indicates
that sales per factory employee, sales per ‘salesman

and added value per factory employee increase with

firm size, One minor exception to this rule seems. to
apply for firms with sales ranging between $250, 000 to
$499,999. Firms in this group are slightly more prod-
uctive than those in the $500, 000 to $1, 499, 999 category.

Another ingight into this comparatix}e output and product-

“ivity of the Canadian industry can be gained from equating

paper usage between Canadian and U.S. firms.  If we

assume that the average firm reporting in the GAIA sur-

vey is as efficient in using paper as its counterpaft in
the P.I. A. (this appears not unreasonable since the
firms are of comparable size) then it is possﬂole to dev-
elop the relationship shown below between relative sell-
ing prices and labour cost per unit of output:

ACan’ada:r‘A U.S. A

Selling price per unit  $94.79 7 $100. 00

Factory payroll cost per unit $29.70 $ 32,20

During the period 1966 to 1972, the payroll cost per
employee in the U.S.A. printing industry has averaged
118% of that of his Canadian counterpart. The above
relationship suggests that the payroll cost per unit of
output in the U,S.A. is only 109% of that in Canada. }
Consequently, it appears that the productivity of the U.S.
employee is about 9% higher than in Canada.

Although there ig insufficient reliable data to v_aiidate
the thesis, it appears from this analysis that:

> Productivity of the Canadian employee‘ is some-

what lower than that of his counterpart in the
U.sS. prlntlng industry.
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Table 57

PRODUCTIVITY PER EMPLOYEE

, GAIA 1972 - , o AlL
Under - 250,000 . 500,000 . | 1, 500, 000 5,000,000 ~ |- Total Canada
250,000 to 499, 999 to 1,499,999 to 4,999, 999 and Over GAIA 1971
Firms in Sample 43 S 39 ‘ o530 | 32 _ 10 ST
Sales per Total o L) : i : . - A
Employee. 17,609 ‘ 20, 346 20,049 - 24,906 27,626 24,394 19,282
Sales per Factory , : s . . ' A
Employee . 24,439 .. | . . 29,058 26, 933 31,728 - ' 32,577 30,745 26, 644
1 : . ) : ' ‘
= | sales per Salesman 107,523 . | 88,941 136,314 . " 272,380 414,290 - | 241,203 N/A
X ' ‘ : ' '
1 Added Value per oo o S ‘
Total Employee - |- 11,339 . 13,580 13,127 14,954 16,741 _ 15, 054 11,915
Added Value per. - ‘ I . : : ‘ | | ‘ o
Factory Employee - - 15,737 - 19,393 . 17,634 19,053 ‘19, 743 “18, 972 16,478

Source: GAIA, Ratio Study - 1972/1973
Statistics Canada for 1971




>  Despite higher U.S. productivity, the Canad-
ian industry could at least meet U.S. prices \
and return a satisfactory profit-at these prices.

‘2. Capital

The second significant resource of concern to manage-
‘ment is capital, Consequently a measure of efficiency
within the firm is the turnover of fixed investment or

the net sales per dollar invested in’ bulldlngs machmery
and equlpment

‘Table 58 indicates that Canadian managers are getting
better utilization from their investments than in the past.:
However, their performance is still 1nfer10r to their
U.S. counterparts.

Of special significance in this respect is the 12% Federal
tax on production machinery. The above figures sugg-
est that if this tax were eliminated the Canadian printer
would be virtually as productlve as the U. S. prlnter in
utilizing his capltal 1nvestment

Contrary to popular impressions, productivity of'icapi"tal -
does not appear to improve in the larger firms. Table
59 shows that sales per dollar invested are highest in

the small firms shlpplng less than $500 000 of prlntlng
per year, :

G. ‘RESEARCH AND DEVELOPMENT

Research and development activities on the part of printers. ‘them-~
selves are quite rare in the Canadian printing industry. The vast major-
ity of firms depend on'R & D by the material and the equipment suppliers.

Generally, all printers looked to the equipment suppliers for technolog-
ical innovation.

A few printers carry on some research and development activities.
However, in most cases, they do not have an explicit budget or person
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Table 58 . -

TURNOVER OF GROSS FIXED INVESTMENT

Year » Canada ‘ C U.S.A. Ratio .
1960 | 77,9 [ 203.6 . 165
19671 ‘ 194.4 .| . 291.1 ©1.49

1962 | 192.3 276.5 | . 1.44

1963 [ 1se.1 | - 289.3 | . 1.42

- ¢l -

1964 197.5 2651 C 134
1965 | Co122 | 2653 1 e
‘1966 ) 215.5 “.}". 27i.o- | 1. 26
'1967 - L 229 R 282.0 5-. 1.2
1968 | 22i.3; f. 263.8 S ‘1119 “

1969 7 2166 | 257.5 | 1. 18

1970 C 293.9 . 254.6 114




Table 59

"PRODUCTIVITY OF CAPITAL BY SIZE OF FIRMS fGAI.A - 1973)

- Getl -

~Up to $250,000 | $500, 000 to. |$1,500, 000 to| $5, 000, 000 -

$250,000 | to $499,999 | $1,499,999 | $4,999,999 | and Over Total

" ($'000) ($'000) ($1000) ($1000) (31'000) ~ ($1000)
Firms in GAIA Sample 43 39 53 32 10 177
Total Sales 6,842 14,042 44,545 77,459 115,353 258,244
Total Raw Material - 3,436 - 4,670 15,377 30,950 45,444 98,879
Total Added Value 4,406 9,372 29,168 46,509 69,909 ' 159,365
Total Investment' 5,074, 10,679 41,517 66,842 106,536 - 230,650
Estimated Value of Rented Real E’.s’cate - 938 1,276 3,600 5,245 4,963 16,024
Estimated Value of Leased Equipment 1’63 ‘ ‘407 ’ 996 ©1,076 428 3,011
Total Value of Assets Employed 6,175 12,362 | 46,113 73,163 © | . 111,927 | 249,745
Sales per Dollar Invested 1.34 1.31 - 1.07 1.15 1.08 . 1,11
Added Value per Dollar Invested - .86 .87 70 . 69 .65 .69
Sales per Dollar of Assets Employed 1.10 1,13, .96 1.05 1.03 1,03

71 .75 .63 .63 .62

Added vValué per Dollar of Assets:En’iplo&"ed

(1)

Gross assets before depreciation.




assigned full time to the activity., Those involved in research and dev-
elopment. tended to be specialists. Their purpose in R & D is to further
-refine their established specialty. Their research projects are directed
.either toward reconfiguration of ex1sting equipment to handle a larger
volume of a spe01f1c product, or to 1mprove product quality. -

q Certain large firms indicated some ten‘dency to work jointly with
zlar'ge U.S. printers in R & D. The objective here is to obtain access
to new technological developments and to keep abreast of developments
in the larger U.S. market while minimizing cost.

Many printers think that it would be desirable to have funds made
available for Canadian research and development. However, the greater
‘size of the U, S. market makes funding of research and development pro-
jects in the U. S, correspondingly easier.

H. MARKETING TECHNIQUES

A This section examines ways in Wlll.Ch commercial printers app-?‘ ;
roach their markets, the strategies they adopt, and. the techniques they
use. ‘ ? - S S \ _

To summarize:

>  Most commercial printing firms are not marketing
oriented. They make only limited use of marketing-
techniques and do not follow any consciously adopted
marketing strategy°

B For many firms, marketing is limited to having s:ales-
men. o

= Many specialist firms owe their success to a market-
oriented approach. Customers tend to look on such
- firms as ideal suppliers.

> The most profitable firms view marketing as more

important to the success of their enterprise than prod-
uction
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> Certain obstacles in the printing industry tend to make
it difficult for firms to follow a marketing strategy.

The following enlarges on the above points.

1. Most Printing Firms are not Marketing Oriented

Over 60% of printers reported that their establishment
did not emphasize any particular marketing strategy.
Others were vague on the question, referring to market-
ing only in terms of their sales force or in terms of
particular products. . Few were able to give a clear des—
crlptlon of thelr marketmg approach

Very few printers have. d_@_&;l_egi_thﬁ.strengths_and weak-
‘nesses of their firm. .

Few firms have evaluated the size of the market they
serve, the number and nature of their competitors, the
characteristics of their most profitable products, or
their various market opportunities., V

Few firms have adopted a precise marketing strategy,
mainly because of a lack of analysis of their own stren-
- gths andi weaknesses and‘a lack.of knowledge of. thelr
markets and competitors.

(a)

(b)

Market Research

Few printers undertake any analysis of their
market. They have very limited knowledge
about their share of the market, their comp-
etitors' share or the relative 1mportance of

‘ the products they produce.

Product Profltablllty

, Few prmters know the true cost of selling,

producing and distributing various products.
Their accounting and estimating systems are

- 127 -



generally not set up to reveal important
~ differences from product to product.

(c) Advertising.

Few firms in the industry advertise. Those .
who do generally use direct mail. One third
-of the questionnaire respondents (Table 60)
reported uging direct mail and/or print media
to promote their services, Radio and tele~
vision were mentioned by 8% of the reSpond~
ents. ‘

Firms in the industry spend an estimated
0. 3% of total sales dollars on advertising,
This percentage is about the same for all
sizes of firms. :

For. Many Prlnters Marketmg is lelted to Having
Salesmen

Most printefs agree that they do not make effective use
of various marketing techniques available to them, One.
reason: many view printing as a craft and themselves
as craftsmen. Their orientation is essentially toward
the production aspects. of the business.

(a) Salesmen

Personal selling as a means to reach the cus-
~tomer is the most accepted marketmg techni-
gue in this mdustry

Some 85% of prlnters interviewed used direct
selling (see Table 60). The table below shows -
the number of salesmen employed by firms of
various sizes. The number of salesmen per
firm, and sales per salesman increase with
firm size (Table 61). '
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Table 60

USE OF MARKETING TECHNIQUES

BY SIZE OF FIRM

Upto |$100,000-|$250,000-| $500,000- |$1,500,000- | $5,000,000
$100,000 | $250,000 | $500,000 | $1,500,000|$5,000,000 | and Over Total
Number of Firms Returning Questionnaire | 1ee | s 56 87 - 36 | 11 434
Seiling Techniques | ’ : v No. % ﬁo. % | No. % | No. % No.ﬂ %,, No. % No. %
Personal Selling I . ha2a 74|68 87|52 93 |79 91 | 35 97 | 11 100 | 369 85
Selling Through Agents : 17 10|18 23|12 22 |20 23 | 7 19 | 3 27 77 18
: Selling Through Distributors and Jobbers - ‘ a 21 13|15 19|11 20 |12 g | s 10 | 1 9| 64 15
' . .
® | Advertising
' Direct Mail | : ' | 52 a1 'éo’ 26|15+ 27 |20 33 | 21 58 | 6 55 | 143 33
Print Media = _ - |s3 32031 40|15 27 |20 23 | 13 36 | 3 27 | 135 @
Radio and fr.v; | . |14 9|11 14}l 5 9 | 4 51 _ 3| o o | 35 8
Posters - .. - : ﬂ | . ' 1 ol o o1 -2 2 2 4 10| 0 0 8 12
Other - o 135 21l10 10]l 9 16 J17 20 |10 28§ 1 9 80 19

Source: Stevenson & Kellogg Questionnaire Survey, "March 1974.




Table 61

NUMBER OF SALESMEN EMPLQYED

Total

I 1 I v - |- v Canada
Average number
of salesmen by , ‘ L
firm . o1 4 6 9 28 . 6
Sales per A
salesmen 108, 000 89,000 | 136,000 | 272,000 | 414,000 | 241,000

Source: 1972-1973 GAIA Report.

I - $250, 000 and under.
IL - $250,000 to $499,999.
11T - $500,000 to $1,499,999.
IV - $1,500,000 to. $4,999,999,
- $5, 000,000 and over.,

Over half of the firms questioned assighed
their salesmen to specific accounts or cust-
omers. About 25% assign their salesmen to
a specn"lc terrltory, :

‘One-third of the printers questioned having -
salesmen reported that they have established
-sales quotas. Only 9.5% reported usmg profit
-quotas for salesmen,

Nearly 40% of the firms questioned use no
‘system for controlling the activities of their
sales force, On cases where no control sys-

tem was used, the printers suggested that
their compensation system provided a suffic-
ient incentive for their salesmen,

The most common compensation system used
by printers is a base salary plus a commission
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I

on sales. Rarely are salesmen paid on'a :
- straight salary basis or on a full commission
basis. - ‘ '

- (b) Agents and Jobbers

‘Selling through agents or jobbers is used ex- -
tensively for certain product lines (e. g. bus-
iness forms, greeting cards, blank books, =
specialized types of printing). A few printers
indicated that the use of -agents or jobbers
gave them representation in markets where
they could not .afford to maintain company '
salesmen. As shown in Table 60, only 18%
‘of the printers indicated selling to some ‘ex-
tent through agents and 15% through jobbers.

Some printers reported the presence in the
market of free agents who position themselves
between the printers and the customers. These
free agents obtain quotations and sub-contract
orders with the lowest bidder. In ‘some cases

' .these free agents supply the paper and hence,

- avoid delays and minimize mark-ups.

The Most Profitable Firms View Marketing as a
More Important Function Than Production

Interviews revealed an apparent correlation between
profitability and marketing orientation. The few firms
that had evaluated the market for certain products and
who had analyzed the profitability of various products,
achieved above average profits. In general, their succ-
ess was also closely related to specialization on their-
part. The market knowledge possessed by these firms
played an important part in estabhshmg thelr field of
spec1allzat10n. :

These firms were able to select the right type of sales
representative and to direct the efforts of their sales
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force toward a specific market segment. Ag they became

‘more specialized, they were able to tailor the produc-

tion side of the business-to fit the market served, -

' A Number of Obstacles in the Printing Industry Tend

to Make it Difficult for Firms to Follow a Marketing
Strategy : : R

Thege include:

»  the nature of the products;

b established customer-printer relationships; '

" > price competition for major customers' work;

B proximi’cy of markets.

The following enlarges on these points:

(a) Nature of /Products'- '

Whether in general printing or in specialized
printing, printers refer to their products as
a total package that includes:
> appropriate quality;

> timely delivery;
> other related services to customers;-

b - personal attention.

" Most printers agree on this larger definition
of products. Many indicated that printing work

is tailored to the needs of a gpecific customer,
not to the needs of all potential customers.
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(b)

(c)
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