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Stick With the Experts

Offshore Cost Advantages Ebbing Away

There’s a time and a place for do-it-yourself projects, but die casting is
something that should be left to the experts. The die casting equivalent of
do-it-yourself is the captive die caster; an internal casting operation set up
by a manufacturer.
But as one of our customers found out, the tradeoff between internal
control and quality wasn’t beneficial. As a result, they recently moved production of a series of critical earthquake shut off valves to our facility. The
move not only eliminated quality problems and production issues, but
allowed the company to focus its resources on what it does best.
Our relationship with this customer dates back more than five years,
shortly after they set
up their own die
casting operation
for various sized
pipe valves. The
valves are a critical
component in systems to shut off natural gas in the event
of an earthquake or
similar
disaster.
Their internal quality
problems were so
severe, however,
that they almost had a recall, which would have been devastating to their
business. We became involved through a toolmaker that we use that was
also making their dies. He suggested we might be able to help them solve
some of the quality issues, and for two years we consulted with the valve
manufacturer.
Our efforts improved their quality, but they still had occasional issues.
We counseled the manufacturer that they would be better off with a dedicated independent die caster, but they insisted that their cost analysis
showed they should still keep the work in house.
Eventually, the manufacturer did a more accurate assessment that
included direct costs as well as the opportunity costs of the internal operation. These costs included:
• Time lost reworking flawed valves;
• Space utilization for the 8,000 sq. ft. devoted to die casting;
• Maintenance and upgrading of two die casting machines;
• Personnel utilization for die casting workers who couldn’t
be cross-trained and effectively used during down times;
• Management time spent dealing with die casting issues
instead of focusing on their primary business.

The tides may be shifting on the benefits of going across the ocean for die
casting production. Soon, cost advantages – mainly driven by low wages
and differences in currency valuation -- may no longer hold water. The wage
gap with China is expected to shrink within the next five years, according to
an analysis released by The Boston Consulting Group (BCG) in May 2011.
Domestic die casters have long argued that a number of hidden costs,
including miscommunication, long lead times, delivery delays, the price of
die failure, legal liabilities and payment for products sight unseen already
drive up the cost of going offshore by as much as 20 percent.
One of our own customers is a prime example of the impact of some of
these issues. They use China as their primary source, but keep a second
set of tools at our facility in order to continue on-time production in the face
of shipping delays or other interruptions. Several times a year we wind up
casting the spring retainer for this customer. They receive their parts in a
day so that they can continue assembly.
Unfortunately, corporate decision makers often ignore these issues and
look solely at the final price. According to the BCG
study, the offshore cost advantage is decreasing as
Chinese wages increase at about 17 percent per
year and the value of the yuan continues to rise.
After adjustments are made to account for
American workers’ relatively higher productivity,
wage rates in Chinese cities such as Shanghai and
Tianjin are expected to be about only 30 percent
cheaper than rates in low-cost U.S. states. And since
wage rates account for 20 to 30 percent of a product’s total cost, manufacturing in China will be only 10 to 15 percent cheaper than in the U.S.— even
before inventory and shipping costs are considered. After those costs are
factored in, the total cost advantage will drop to single digits or be erased
entirely, the BCG study explained. For more details on BCG’s findings, visit:
http://www.bcg.com/media/PressReleaseDetails.aspx?id=tcm:12-75973.

As result of the second analysis, the valve manufacturer decided to
transfer production to our facility. We bought their die casting machines,
and with the space that was now available, they installed a machine shop
that allowed them to expand production.
Now we produce thousands of valves for them. They get quality valves
delivered when they need them, and we continue to work with them on die
casting engineering for new products. More importantly, the valve company’s management can concentrate on what they do best – design and fabrication. If you’d like to learn more about how Rangers can make your aluminum die casting production more efficient, please contact us at
info@rangersdiecasting.com or call 310.764.1800.

New X-Ray Equipment Guarantees Parts Performance
Rangers Die Casting was the first die caster in the western states to use
real-time x-ray technology to inspect castings for various anomalies like
shrink and porosity. We continue to be a leader in the use of this technology
and recently invested in new x-ray equipment to improve our capabilities. The
new equipment not only provides much clearer images, which is important
for demanding industries such as automotive and aerospace customers, it
enables real-time data transfer of the images to our customers. This is a
significant production time-saver, since we can immediately discuss with
our customers any problems we discover and figure out solutions.
Quality assurance is also improved because the x-ray inspection enables
us to guarantee the performance of parts subject to high pressure or extreme
force loads. For example, we can guarantee that high-pressure propane carburetors that not only meet the 300 psi requirement, but will perform successfully up to 1200 psi. X-ray testing also helps us certify that a spring plate
that we produce for truck brake systems will exceed maximum safety loads.
Our investment in new x-ray equipment is another example of why it
pays to use a die casting specialist that has the equipment and expertise to
solve complex parts requirements.
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