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COPYING COSTS

Findings

The State of Minnesota spends almost $1.6 million for rental

and another $270,000 for supplies for convenience copiers located

in state agencies. (The state owned or leased, on July 1, 1977,

162 Xeroxes, 268 Saxons, 3 IBMs, 2 Savins, and 1 Kodak machine.

The Xerox 9200's in Publications are not included in these costs

or volume figures.) Over 62 million copies were made in Fiscal

Year 1977, or seven copies per state employee per day.

The costs and volume have climbed rapidly in the last few

years, although exact increases are difficult to determine because

of the different object codes on purchase orders used to pay for

machine rental and supplies. Using information supplied by copier

vendors, the Task Force determined that the current per copy cost,

including supplies, for the 62 million copy volume is .026 cents

-- a relatively low copy cost which indicates that most agencies

are using machines appropriate to their copying needs.

The convenience of on-site copying is evident to anyone who

has easy access to a copy machine, and the price of such convenience

is reflected in the $1.6 million cost. The volume figures tell

the story: Agencies must reduce the number of copies run on

their machines. The use of an auditron reduces copying costs to

some extent, and an operator-controlled machine almost eliminates

the problem of personal copying and ensures that the machine is

used for appropriate run lengths. Unfortunately, the same psychology

contributing to agency over-printing costs· also operates in this

area, and that is that agencies are making more copies than they

need.
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While .026 cents per copy seems insignificant to a state

employee who decides to run "a few extra copies," the costs

quickly add up. Returning to the "seven copy per employee per

working day" example mentioned previously, if each employee ran

one copy less per day, the state would save $226,549 each year.

Such a volume cut is possible only with the cooperation of

individual employees who make the determination of exactly how

many copies they need. The Task Force recommends that state \

agencies decrease their volume by 14 percent. We also recommend

that the Department of Administration begin to educate agencies <

about their per copy costs and inform them of the savings

realized in their division or department through a reduction

in volume. The State of Washington posts yearly agency copy

costs above machines to make users aware of the cumulative

"cost of doing business."

The Rule of 40

The .026 cents per copy cost is an average Dor all machines.

Low-volume machines generally have higher per copy costs; high­

volume machines have lower per copy costs. The rental and supply

costs for a run of 40 copies of one original are approximately

$1.60 on a low-volume machine, $1.20 on a medium-volume machine,

$0.92 on a high-volume copier, and $0.46 on a production copier.

Again the question of convenience vs. cost arises. Longer runs

on small agency copiers often save time, but cost more.

Production copying at a copy center takes more time, but costs

less.
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The rule of 40 is admittedly an arbitrary one designed

to discourage long or multiple original runs on convenience

copiers. The 40 copy limit is too high for agencies presently

using low-volume copiers and too low for high-volume machines

with collators. Allowing a flexible rate depending on the size

and capabilities of on-set copiers would be faster, but certainly

confusing.

A revised price schedule for Publication's two Xerox 9200

(and the Xerox 9400s that are soon to replace them) will lower

production copier costs considerably, and faster turnaround time

will provide better service. The Task Force recommends that we

retain the 40-copy limit on agency-operated machines.

Centralization of Copy Machine Purchase and Rental

The Task Force's incursion into the world of copy machine

purchase, rental, and supply costs was bewildering at first.

Each vendor has different rental schedules, supply costs, and

purchase options. We believe that agency personnel, faced with

renting or buying a new machine or upgrading or downgrading a

present one, are equally confused and amazed at the variety of

machines, prices, capabilities, and costs per copy~ To add to

all this, there is little data available within the state to

help agencies make these kinds of decisions. There is no one

place where one can find complete data on the number of machines

owned and rented or the cumulative or individual machine and

supply costs. Agencies must rely heavily on information

supplied by vendors, who can be and are very helpful, but, of.

course, who want to place their machines in state agencies.
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Presently, when an agency decides to rent or purchase a new

copier, Procurement forwards the requisition to the Office Machine

Repair Section, where staff determine which size machine and which

accessories will economically handle the agency's copy volume.

This recommendation is returned to Procurement and bids are let.

The decision to upgrade or downgrade a machine is made by

the agencies themselves. An agency's volume may increase, and

the copier is not upgraded. A division may move from one floor

or building, causing the volume to decrease. Both these circum­

stances result in higher per copy costs. If vendors are not

supplying adequate cost information, or if personnel are neglect­

ing, overlooking, or wondering what to do about the vendor

information they do receive, the cost per copy will continue to

§limb. For example, the average per copy cost of the state's

23 Xerox 7000's is .018, ranging from a low of .014 to a high

of .045.

The Task Force believes that there should be an increased

central authority to deal with copier-related decisions. The

changing technology, the lack of current information, the variety

of available equipment all call for a centralization of expertise

and responsibility. We believe the Office Machine Repair Section

should be given the authority to approve or disapprove not only

new machines, but also authorize the upgrading or downgrading

of present copiers, and monitor run lengths. An advisory

committee should also be created including agency personnel

and headed by the Commissioner of Administration. If a depart­

ment disagrees with a decision, it should appeal to the advisory
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committee and abide by its final decision. We recommend that the

Office Machine Repair Section also advise agencies about cutting

copy voiliurne and costs, i.e. retaining unacceptable copies, train­

ing key operators, u.sing audi trons, ·etc.

Purchase or Lease of Copiers

Many vendors have recently begun to sell, in addition to

lease, their copy machines. Considerable cost savings are

realized through the purchase of appropriate machines. Again,

the decision to buy or lease is a complex one, requiring a know­

ledge of an agency's future needs and present ones. Last fiscal

year, ten agencies purchased copiers for an estimated three-year

savings of $104,175 and an estimated five-year savings of $335,640.

The Task Force recommends that the Office Machine Repair Section

continue to advise agencies about lease or purchase arrangements

and identify machines whose purchase would result in cost savings.

Recommendations

The Task Force recommends that the Governor direct commis­

sioners and state agency heads to take the following actions:

1. Commissioners and agency heads should reduce copy volume

by 14 percent in Fisqal Year 1979. This reduction is

equivalent to one less copy per employee per day.

2. The Commissioner of Administration should authorize the

Office Machine Repair Section to review all renewals as

well as new requests for the rental and purchase of

machines (including the Division of Publications) to
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authorize the upgrading, downgrading, or moving of present

machines with higher per copy costs, to monitor the run

length of selected machines periodically, to advise agencies

on purchase or rental options where appropriate, to serve

as a clearing house of information about technological

changes and available equipment, to collect information

on the number and kind of state-owned or -leased copy

equipment and their cumulative and individual costs, and

to educate agency personnel about the per copy costs of

their machines is a way individual state employees can

reduce copy cost and volume.

3. The Commi,ssioner of Administration should set up an advisory

committee, chaired by the Commissioner of Administration, to

resolve any disagreements between agencies and the Office

of Machine Repair Section.

4. All commissioners and agency heads shall submit to the

Office Machine Repair Section a list of all agency

copiers indicating the make, model, date of purchase,

and whether they are leased or rented.

5. The Commissioner of Administration shall investigate

the feasibility of installing coin-operated copiers

in the Capitol Complex for employee and public use.

Savings

A 14 percent reduction in copy volume in Fiscal Year 1979

will save $226,500.
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Centralized authority over copy machine use should provide

accurate and current cost information which will allow more

efficient machine upgrading or downgrading and decrease per

copy costs.

Every tenth of a cent (.001) shaved from the average per

copy cost at the present volume of 54,000,000 (excluding the

volume produced by coated-paper copiers which have a fixed per

sheet costs) saves the state $54,000. Conservatively, better

management can shave .002 from the state's per copy costs

for a savings of $108,000 in Fiscal Year 1979.

The increased purchase of appropriate copy machines in

Fiscal Year 1979 will save $280,000 in three years ~d $850,000

in five years.
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SAVINGS SUMMARY

F.Y.1979 F.Y. 1980-1981

Reduction of price schedule of
Publications Division

Reduction of Xerox 9200 price
schedule

Review of specifications, pruning
of mailing list, etc.

Fourteen percent copying reduction

Centralized authority over copy
machine use

Purchase of copy machines

Total Fiscal Years 1979, 1980, 1981

$ 425,000

91,000

225,000

226,000

108,000

93,000

$1,168,000

$ 186,000

$ 186,000

$1 , 3.54 , 0 00
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XEROX 9200

One Month Sample: 293,400 (Does not include "copying" costs for
1-5 copies, which usually amount to $30 to $90
per month) .

Xerox Price Schedule = Rental

4033 originals x .16 = 645.28
to 100,000 x .0048 = 480.00
over 100,000 x .0039 = 754.35
Total Rental 1,879.35
per copy cost .0064

Labor, Supplies, Overhead

Operator, full-time, $1,023 per month
Space, $6/sq. ft. x 200 sq. ft.
Supplies (205,380 sheets paper) toner, etc.

Publications Charges to Agencies

$1,023.00
1,200.00
1,273.00
3,496.00

+1,879.35
5,375.35

or .0035
.0041
.0043
.0119

+.0064
.0183

4033 originals x .25 =
281,983 copies x .025 ­
11,417 copies x .02 =

x 15% overhead
Charged to agencies

$9,528.90 ~ 293,400

$9,528,90 charges
-5,375.35 costs
$4,153.55 profits

Savings

$1,008.25
7,049.57

228.34
8,286.16
1,242.74

$9,528.90

.0325
-.0183

.0142

.0325 per copy

DOT 293,400 x .014? = $ 4,166.28
x 12 months

$49,995.36 per year

Capitol Square 244,720 x .0142 = $ 3,475.02
x 12 months

$41,700.29 per year

TOTAL $91,695 per year
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XEROX 9400 COSTS

DOT, Volume, 296,317

..

Rental
Operator, 1/2 time
Space
Supplies, 66% duplexed

TOTAL PER COpy

.0084

.0017

.0040

.0043

.0184

$2,480.34
512.00

1,200.00
1,280.00

$5,472.34

CAPITOL SQUARE, Volume, 268,567

Rental
Operator, 1/2 time
Space
Supplies (60 % duplexed)

TOTAL PER COpy

.0090

.0019

.0045

.0043

.0197

$2,415.67
512.00

1,200.00
1,160.00

$5,287.67



., APPENDIX 8

XEROX PRODUCTIVITY SCHEDULE
CENTRAL DUPLICATING

January, 1978, Volume: 242,912

3322 originals ~ 100 x .0344 (time to process 100 originals) =
1:14 hrs. to process originals

240,946 ~ 100 x .017 (time per copy/C and sort) = 40.96 hrs. to
process copies

3322 . 100 x 1.582 (time tangential to process 100 jobs - fatigue,
coffee breaks, processing, etc.) = 13.12 hrs.

1.14. hrs. to process originals
40.96 hrs. to process copies
13.12 hrs. of factors tangential to producing 100 jobs
55.22 hrs. to produce January volume

Publications employs one full-time staff person to operate 9200 for
160 hours per month.

9200 operating at 34.5 percent efficiency.

October, DOT, Volume: 354,533

4000 originals (est.) + 100 x .0344 =
353,319 copies: 100 x .017 =
4000 + 4 + 100 x 1.582 =

1.376
60.06
15.82­
77.256

hrs.
hrs.
hrs.
hrs. to process October

volume.
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JANUARY CAPITOL SQUARE, Volume:

4165 originals' 100 x .0344 =
229,724 copies. 100 x .017 =
4168 + 4 ~ 100 x 1.582 =

229,724

1.43 :Ju:s. ::for'Jori:gtnals
39.05 hrs. for copies
16.472 hrs. for processing
56.95 to process January volume

DECEMBER, CAPITOL SQUARE, Volume 268,567

6400 originals (est.) ~ 100 x .0344 =
268,567 ~ 100 x .017 =
6400 7 4 ~ 100 x 1.582 =

2.20 hrs. for originals
45.65 hrs. for copies
25.31 hrs. for processing
73.16 hrs.

ESTIMATED PROCESSING TIME FOR 500,000 VOLUME

7,246 originals 7 100 x .0344
500,000 copies 7 100 x .017
7 1 246 originals 7 4 7 100 x 1.582

10,000 origina~s 7 100 x .0344
500,000 copies 7 100 x .017
10,000 originals 7 4 7 100 x 1.582

= 2.49 hrs .,'
= 85.00 hrs.
= 28.66

116.15 hrs. to process volume.

= 3.44 hrs.
= 85.00 hrs.
= 39.55 hrs.

127.99 hrs.
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APPENDIX 9.

I
• i

Tenative Cost Center Rate - Apollo Roll Fed Press
Publication Division
State of Minnesota

A tenative Cost Center rate for the Apollo Roll Fed Press, currently onorder by the Publication Division, was developed on the following basis:estimated press cost ($30,000); planned financial operations for theyear ending June 30, 1978; estimated area requirements; a $6.00 an ho~r-jpress operator and -a--prodiJ£tlon utilizafion- of 62.5%.- The folfowing-CostCenter rate for the Apollo Roll Fed Press should be considered as a Prelimin­ary Rate until actual cost data is accumulated to provide a cost center ratebased on actual experience and planned operations. The tentative cost centerrate for the Apollo Roll Fed Press was determined:

t
t

t
t

, i
lit'. ~I f

I I~I.! '.: !

I! ~.

r
Annual production hours (l shift) 1,300

Annual cost center expenses $14,986

Hourly burden rate $11. 53
f.

Hourly direct labor rate 6.00

Hourly administrative rate 2.30

Hourly profit rate 7.70

- Total Hourly Cost Center Rate (Tentative) $27.53

\

I
I
t

I
!
r
t
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Recorrnnendations

APPENDIX 10

Based _on air findings_ and .analvses we_ recorrnnend thaLr..he~_~licatibn Division:--

Maintain timely financial reporting practices to assist Division manage­
ment.

Develop and maintain a realistic approach to determining and providing
a sound economic basis for Publication Division operations.

Develop and maintain a management-oriented cost accounting system.

Develop and maintain (update annually) hourly cost center rates for all
significant parts of the Publication Division operations.

Develop, ~~i~tain ~~~ use consistent pricing policies and practices •

.
Establish prices for the Publication Divisions services and products
on the basis of the Division~ economic factors.

Update prices annually to reflect the current level of operating
costs and return on capital requirements.

Establish and ~~intain acceptable levels of production performance
for the various ope~ations of the Publication~ Division.

Develop and maintain reporting practices that wiil inform management
of the ef£ectiveness of the various Publication Division operations.

D~velop 2nd ~aintai~ Gar-agemc~t practises and techniques that will
provide acceptable qualicy products produced at competitive p~ices.
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Cost Center Rates

Publication Division
State of Minnesota

Tile accompanying Cost Center rates for the year ending June 30, 1978 were
developed on the basis of planned operations for the year. The following
data was also used in determining the Cost Center rates:

Actual direct labor rates in eftect at the time of our s~udy.

Depreciation expense based on actual equipment costs and rates
determined on eight years.

Direct labor and equipment utilization based on February 1978 data.

Administration expense based on the planned amount assigned to Publications
for the ye~r ending June 30, 1978.

A planned profit amount. of $125,600 which is a 23.1% return on beginning
of the year investment or an 8% return on sales.

Actual occupancy costs in effect at the time of our study.

The preparation of the Cost Center rates included the following activities:

Identifying appropriate cost centers for the Publication Division (Prep­
aration, Press and Bindery)~

Developing appropriate bases for assigning the expenses to the cost
centers'.

Assigning expenses to the cost centers.

Determining depreciation expense applicable to the equipment assigned
to the cost centers.

Determining rental costs applicable to the various cost centers.

Determining production volumes for the various cost centers.
, .

Determining hourly overhead rates for the cost centers.

Determining hourly direct labor rates for the cost centers

Determining an. hourly adoinistrative expense rate.

D~terrr~ning hourly profit rates for the cost centers.

Determining total hourly costs cen~er rates for the preparation, press
and bindery cost centers.




