


tion and optimization, opera-
tion, and finally, maintenance,
repair, and overhaul.

TCO is a well-established
metric for asset-intensive indus-
tries because it supports plan-
ning and acquisition for assets
that are depreciated over several
years, such as IT, test equip-
ment, rotating assets, manufac-
turing technologies, and vehicle
fleets. A TCO analysis of mold
bids offers a more detailed under-
standing of the vendor relation-
ship, and fully defines attendant responsi-
bilities and costs over three to five years.
Most importantly, it offers an opportu-
nity for domestic tool manufacturers to
compete with Asian toolmakers.

The American Mold Builders Assn.
(Rolling Meadows, IL) has published a
brochure called “Know the True Cost
of Your Molds,” which features a work-
sheet for calculating actual mold costs
(additional disclosure: I'm a member of
AMBA and support its mission). The
worksheet, which is available at the or-
ganization’s website, lists domestic and
offshore costs side by side. When you
complete this worksheet, it’s interesting
to note how much of the import bid’s
bottom line is determined by nonvalue-
added costs—incremental charges for
travel, shipping, import duties, broker-
age or consultant fees, ECOs and re-
works, and mold maintenance. These
higher costs use dollars that engineers
might otherwise spend onsite, reviewing

A two-cavity injection mold ready to
ship to a Tier One automotive vendor.
The mold has completed two rounds
of tryout and is ready for texture
implementation.
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JMMS offers maintenance and repairs on legacy tooling. This
20-year-old mold for a returnable packaging manufacturer will
undergo complete refurbishment.

tryout data and optimizing the mold to
lower cycle times and improve quality.
Together, they constitute what I think
of as a “nonvalue-added tax,” costs that
do nothing to improve mold quality and
place additional responsibility and cost
pressure on the mold buyer.

If your prospect is still skeptical, you
may also want to provide references—
one or two OEM vendors who’ve been
burned by a failure to examine TCO
projections. You may even know OEM
vendors who have dealt with what I
think of as the “nightmare scenario,” in
which an offshore moldmaker takes the
drawings, cashes the deposit check, and
then demonstrates how hard it is to pur-
sue charges of IP theft in a foreign ju-
risdiction. OEMs that go with the low
initial purchase price often learn the hard
way that their TCO increases in un-
planned and unwelcome ways. Chances
are they’ve had to assume responsibility
for whatever problems cropped up in the
mold’s development, all the way to in-
stallation and for the next three to five
years of operation.

The benefits of
single sourcing
TCO analysis presents an opportunity
for domestic tooling manufacturers. To
capitalize, they should look for ways
to assume responsibility and add value;
winning single-source status improves
the opportunity to make a fair profit
while providing Tier One vendors with
the quality, delivery, and pricing that
they need.

Asian toolmakers aren’t going away,
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but forward-thinking Amer-
ican tooling manufacturers
can partner with the best of
them (hint: they’re the ones
who compete on the basis of
value instead of price). Add-
ing Asian toolmaking capa-
bilities supports competitive
baseline pricing, while al-
lowing the domestic manu-
facturer to add value in the
design, engineering, and ser-
vice phases of the mold’s life
span. It also means the OEM
can hold the domestic tooling manufac-
turer accountable.

Single sourcing encourages a deeper
understanding of the customer’s busi-
ness, offers more opportunities to add
value and control quality, and strength-
ens the relationship. Our company has
business relationships stretching back
decades. Toolmakers who win with low
initial purchase price usually can’t make
the same claim. Experienced purchasing
agents and design engineers can agree:
Selecting new vendors takes staft time
that could be used for something else.

Once a Tier One supplier finds a
mold manufacturer who understands
that molds are a strategic investment
in quality, the two can focus on work-
ing together to support continuous
improvement. The key word here
is “strategic.” Short-term savings are
worthless when they don’t support the
OEM'’s strategic quality objectives. Do-
mestic mold manufacturers that offer a
true strategic partnership are better po-
sitioned to support these objectives. P1
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