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An excerpt from an article written by William J. Holstein

For years, the NCR Corporation simply followed the pack. Like many other large U.S. manufacturing
companies, in the past couple of decades the maker of automated teller machines (ATMs) relied
heavily on offshoring and outsourcing to trim factory costs. By making much of its equipment in
cheaper offshore locations in the Asia/Pacific region, and by hiring Singapore’s Flextronics
International Ltd. to make other equipment, NCR could slash hundreds of millions of dollars in plant
expenses and be reasonably certain that its ATMs met quality standards.

But recently, NCR has rejected this strategy — at least to a degree. In 2009, the company decided to
move its most sophisticated lines of ATMs from its plants in China and India, and from a Flextronics
facility in South Carolina, and instead manufacture the machines in Columbus, Ga., not far from the
NCR innovation center, where its new technology is on display. The reason: The company was
concerned that outsourcing distanced its designers, engineers, IT experts, and customers from the
manufacturing of the equipment, creating a set of silos that potentially hindered the company’s ability
to turn out new models with new features fast enough to satisfy its client banks. “I think you'll see
more of this occurring,” says Peter Dorsman, NCR’s senior vice president in charge of global
operations,

Backshoring is primarily an American phenomenon, because U.S. manufacturers have been much
more aggressive about outsourcing than their Asian or European counterparts. Japanese companies
experimented with outsourcing high-end items to factories in Southeast Asia and China, but quickly
changed course after growing concerned about the loss of intellectual property and about disrupting
the link between research and manufacturing. As a result, Japanese companies generally farm out
only the manufacturing of commodity products.

But the logic behind backshoring is compelling enough that it cannot be easily dismissed as a mere
short-term aberration. Higher transportation costs as well as rising wages and raw materials prices in
China, inevitable by-products of the huge gains that the developing country’s GDP has made despite
the global recession, have frightened some U.S. companies away from Asia. An apt illustration:
Wright Engineered Plastics Inc., a Santa Rosa, Calif.—based maker of injection molds, has expanded
its West Coast plants and decreased its use of Asian facilities because many of its key customers
have shifted their own manufacturing operations back to the U.S. in light of prohibitive increases in
the prices for raw plastic in China.

Moreover, some companies are amplifying materials and logistics savings from backshoring by
modernizing their U.S. plants to outpace Chinese facilities. Such is the case with Diagnostic Devices
Inc., a maker of blood glucose monitoring systems. By automating its U.S. factory with robots and
other high-tech hardware and software, and by taking advantage of lower shipping fees
for a mostly local customer base, Diagnostic Devices reduced its production budget by
40 percent. “We will also have far more control over and protection

of our intellectual property, which you don’t have in China.”
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But what may be at stake in the schism between offshoring and
backshoring is a company’s long-term ability to innovate. The

making of commoditized staples like shoes, clothing, and what you have already
consumer electronics will mostly remain in Asia. Backshoring will  mastered, you will
be more prevalent at the high end of the technology spectrum, never grow.“

Ronald. E. Osborn

Richard Kunst
K U N ST President and CEO

Tel: 519 651 2341 E-mail: rkunst@kunstartofsolutions.com Web: www.kunstartofsolutions.com

Solutions Corp.


mailto:rkunst@kunstartofsolutions.com
http://www.kunstartofsolutions.com/
http://www.strategy-business.com/article/00017?pg=2

|nspired People - Robust Processes — Lean Operations

Page 2 of 2

WHAT TODAYS LEADERS ARE READING

These can be ordered from Jan at www.ocapt.com

MANAGING TO LEARN ~ by John Shook

In the number one spot by a wide margin is John Shook’s 2008 book called Managing to Learn.
This book reveals the thinking underlying the vital A3 management process at the heart of Lean
management and Lean leadership and is a must in every Lean library.

LEARNING TO SEE ~ by Mike Rother and John Shook

Learning to See: Value-stream Mapping to Create Value and Eliminate Muda is the first in the series
from the Lean Enterprise Institute, one of the mainstays of training and a great place to start the
Lean journey. Ranking not far behind are the other books in the series; Creating Continuous Flow,
Making Materials Flow, Creating Level Pull and Seeing the Whole.

GETTING THE RIGHT THINGS DONE ~ by Pascal Dennis

Getting the Right Things Done by Canadian author Pascal Dennis demonstrates how strategy
deployment can help leaders harness the full power of Lean and provides readers with a framework
for understanding the key components of strategy deployment.

THE LEAN ENTERPRISE MEMORY JOGGER ~ By Richard L. Maclnnes
Subtitled Create Value and Eliminate Waste Throughout Your Company, this book provides practical
tools and methods to do just that which is why it is often used as an aid to training.

THE LEAN MANAGER By Michael Ballé and Freddy Ballé

A Novel of Lean Transformation, this book tells companies how they can advance beyond realizing
isolated gains from deploying Lean tools, to fundamentally changing how they operate, think, and
learn. This groundbreaking sequel to The Gold Mine is the hottest new book of 2009.

5S POCKET GUIDE ~ by: Narusawa Toshiko, John Shook

Using a condensed format, the 5S Pocket Guide outlines a disciplined methodology for implementing
5S, organized around a six-step method. It too moves up the ranks based on its usefulness for
training.

ALL I NEED TO KNOW ABOUT MANUFACTURING | LEARNED IN JOE’S GARAGE ~ by: William
Miller & Vicki Schenk

Another training favorite, this book uses the entertaining story of a weekend home improvement
project to explain clearly the concepts and techniques of business management that can improve
profitability, performance, and employee satisfaction.

THE LEAN POCKET GUIDE ~ by: Donald M. Tapping

Tools for the Elimination of Waste! Often used by trainers, this guide supports training to ensure
work areas are systematically kept cLean and organized, ensuring employee safety and providing for
the foundation on which to build a Lean system.

CREATING CONTINUOUS FLOW ~ by: Mike Rother & John Shook

An Action Guide for Managers, Engineers & Production Associates, this is the sequel to LEI's
Learning to See. This workbook explains in simple, step-by-step terms how to introduce and sustain
Lean flows of material and information in pacemaker cells and lines, a prerequisite for achieving a
Lean value stream.

lBéan Thoughts

THE GOLDMINE ~ by Freddy Ballé and Michael Ballé

Another solid performer from LEI, there has been renewed interest in this book as a result of the hot
new sequel —Lean Manager. The Goldmine is a novel of Lean transformation, and sheds light on
how Lean managers can address the many challenges to rolling out systematic change.
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