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Agenda 
• Economic overview 

– The post-election economy 

• What really matters?  
– The printing BUSINESS, not PRINT media 

• The TWO paradoxes of digital media 
– Why is the influence so great  

but the financial results so disappointing? 

– Using it and competing against it 

• Essential aspects of a flexible, yet unshakable, 
print business: its people and investments 
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GDP growth still lags historical average; 
only +1.9% rate since recovery 
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Why Friday’s 7.8% Unemployment 
Report was “Strange” (Part 1) 

• Unemployment rate dropped from 8.1% to 7.8% 
• Payroll survey is not used to calculate rate; added only 114,000 jobs 

– Goods-producing industry employment went down 
– Transportation and warehousing went up 

• Household survey used to calculate rate 
– Added 873K jobs, or 659K self-employed or 1099 (non-W-2) jobs 
– Bulk of job increase was among teenagers, black, and “some high school” classifications 

• Typically late cycle growth categories after economic growth has become sustained 

– “U-6” broad measure of unemployment stayed exactly the same, 14.7% when it should have 
reflected the improvement of the overall rate 

• Change is not historically consistent 
– In periods of economic growth unemployment rate gets worse for about six months as 

optimistic and motivated workers flood the market faster than jobs are created 

• BLS has been constantly changing its seasonal adjustment factors 
– Not designed for prolonged sluggish economic periods 
– One month’s factor is not created by the same technique as the prior month’s 
– BLS is flailing about seeking the right seasonal adjustment methodology 
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Why Friday’s 7.8% Unemployment 
Report was “Strange” (Part 2) 

• BLS does not release raw data for independent analysis 
– Promotes “economic conspiracy” propositions 
– While the data are not released, the methodology is well documented. 

• Report was not consistent with other independent data  
and data from other agencies 

• Government economic statistics are notoriously bad in the short term, and 
become better after years of revision 

• Unemployment report is the closest “real-time” report available, but is 
revised monthly, annually, and then subject to annual three-year revision 
cycle 

• It is naïve to expect data based on estimates of estimates and seasonal 
adjustments in a mostly free and dynamic economy to have Census-style 
accuracy; not even the Census has the certitude that is attributed to it. 

• The preoccupation with short-term data movements rather than  
longer-term trends creates inefficient and often inappropriate allocations 
of economic resources in private and public organizations of all sizes 
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Real Per Capita Disposable Income 
Has Not Recovered 
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Mortgage Delinquency Not Improving 
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NFIB Small Business Index is “Trapped” 
Between Two Recession Bottoms 

© 2012, Strategies for Management, Inc. 9 



Fed Expands Its Balance Sheet to 
Unprecedented Levels… Still! 
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Dollar Remains Weak 
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A Lesson? 
UK Telegraph 9/21/2012 
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Inflation Multipliers (CPI) 
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Underlying Theme: Efficiency, Not Expansion 
(for another 10 years?) 

• Efficiency investments preferred 
– Changes to operations and procedures  
– Paybacks immediate, predictable, measurable 
– Change/shift costs to reduce overheads, 

increase flexibility 

• Expansion risk investments discouraged 
– High future tax rates, high inflation 

expectations, higher expected regulatory 
compliance costs 

– Future demand harder to forecast 
– Net present value of future returns must be 

extraordinary to make risk worthwhile 
• Raises bar for all future expansion projects 
• Higher risk projects go unexplored 
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Presidential Election Communications 
Snapshots, 1996 to 2012 

• 1996: Websites, online ads, e-mails 

• 2000: Web sites, e-commerce 

• 2004: E-marketing, blogs 

• 2008: Social media (Facebook, MySpace, Twitter) 

• 2012: Mobile media (iPhones, iPads, smartphones, tablets) 
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Possible Election Outcomes 

• Obama re-election, by any margin 
– Similar domestic political and economic conditions as 

last two years, but can take broad and sweeping 
international economic actions 

• Narrow Romney Electoral College win, 
Obama popular vote win 
– Replay of Bush/Gore, probably divided Congress 

• Romney win, probably with narrow Senate win  
& wider House majority 
– Depending how close presidential win is, can be a 

major shift in economic policy 
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Printing Gets Cheaper Every Day 
Prices Lag the Overall Inflation Rate 
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… But Not Cheap Enough? 
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“Cellphones Are Eating the Family 
Budget,” WSJ 9/26/2012 

• Wireless carriers 
are betting they 
can pull bills 
even higher by 
offering faster 
speeds on 
expensive new 
networks and 
new usage-based 
data plans. 

• "Speed entices more usage," 
Verizon CFO Fran Shammo 
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What Happens When Connectivity is “Free”? 
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US Commercial Printing Forecasts 
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By 2020, per capita 
consumption of US 
commercial print 

will drop by -25% or more 
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How the Other 3/4 Lives 
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Capacity Utilization 
Declining for 25+ Years 
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CapEx investment rate shrinks 

 

• CapEx decreases  
from 5% to 3% of sales 

• Long-term CapEx giving way 
to “steady stream” CapEx 
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Fewer US Commercial Printing 
establishments: down 1/3 by 2020 

… or worse… 

-40% from 
2012 to 2020 
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Commercial Printing is Now an 
Industry of Niche Specialties: 

“Mainstream” Print 
is a 20th Century Idea 

Products are Ideas Applied to 
Client-Specific Objectives 

in Creative Ways 
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Content is Still Being Created 
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Ad Agency + Graphic Design 
Employment Now Exceeds  
That of Commercial Print 
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Ad Agencies Move to Digital Media 
Production & Strategic Counsel 
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Convenience & Immediacy 
Drive the Media Shift 

versus 
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Apple sold more than 17M iPads last 
quarter (more than 185,000 per day!) 
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2.16 iPads/second 
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Social Network Use Increasing 
Across All Age Groups 
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Despite Disappointment on Wall Street, 
Social Media Companies are Growing 

• Groupon 
– >10,000 employees 
– $1.2 billion in cash 
– 38 million active users; 100,000 merchants 

• Facebook 
– 4,000 employees 
– Nearly 1 billion monthly active users 

• LinkedIn (Wall Street likes this one!) 
– $45 IPO, now $130 per share 
– >2,800 employees 
– 175 million members worldwide 
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The Paradox 

• Printers must use modern communications 
media to sell print 

• New digital communications media companies 
have trouble monetizing their dreams 

– But their infrastructure and  
business methods persist 

• If printers do not sell new media services,  
they need to support client’s new media use 
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Creative Tension: 
Flexibility and a Unshakable Foundation 

• Print business culture starts with the owner 

• CapEx is an expression of the purpose of the 
organization and its ability to assess the future 

• When the judgments of the future prove 
incorrect (positive or negative), does the 
business adapt or dig in its heels? 

• Victim of circumstance or navigator of 
conditions? 
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What Inhibits Flexibility? 

• Lack of youth in print organizations 
of all types is deadly 

• Paralysis of finance structure ill-suited for the 
marketplace, limits freedom of action 

• Employee selection that supports status quo 

• Technology is the strategy 

• Low understanding of customer motivations 

• Emphasis on transactions and not relationships 

• Hands-on in the shop creates market myopia 
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Unshakable Foundation 

• The proper role of debt 

• Planning scenarios for unlikely outcomes 

• Confidence from market knowledge 

• Relationships favored over transactions 

• Diversity of thought and approach 

• Technology as a tool, not a strategy 

• Hands-on in the marketplace, not in the shop 
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The “Answers” 

• Not all printers should be marketing services providers, 
but they need to work in the new context of media in a 
way that makes sense 

• There is no standard way to run a profitable printing 
business; profitable companies set their own standards 

• CapEx needs to be a steady stream, not singular event 
• Employment actions support a strategy, not a task 
• Niche strategies are essential 

but all niches are temporary 
• The value of a business is determined by how it takes 

control during periods of adversity 
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Commercial Printing’s 
Survivors Will be 

Healthier 
Smaller 

Media Integrated 
Focused on Specialties 

Broadly Dispersed 
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QUESTIONS 
Thank You Very Much! 
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