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The European Commission funded TIPSS project consis  ts of a
global project consortium
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The goal of TIPSS is to improve the global and local performance of
toolmakers in order to achieve a sustainable competiti ve position

RETCEIIe ST W New markets Global sourcing
global networks

o’ '\‘.

Vertical extension of Entering key market Partner networks
the value chain (new areas support global
roduct related sourcin
prod Partner networks J
services) : .
create access to new Tapping resources in

Provision of product customers global markets
services through local reduces the cost
partners pressure

. customer O local affiliate product-services —> new markets — global sourcing
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To reach this goal a business model based on indust rial
product-service-systems is developed within the TIP SS project

local . global
customer ~ Business Model ﬁcustomer
- - - - -

Organisational Enabler

Advanced

Collaboration Global Partner Global Customer
NEWTILS Networks
Platform
Improve Improve
Local Global
Performance Technological Enabler Performance
Integration into :
) Electronic
customer‘s value- Smart Tool
: : Toolbook
adding chain
Product-Service-Systems
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Services can be rendered during the entire life-cyc  le of a tool

Product Development Process Production Phase

Inquiry
e.g. simulations
communication

tool
communication
e.g. spare parts
Process data
condition
monitoring

Tool Development Process Provision of services
& Provision of Services

For most toolmakers an order ends with the delivery of the tool, for some with putting it into
operations, but only for very few an order ends with the tool's end-of-use
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Providing and rendering services puts high demands to a

“make-to-order” toolmaker

Need for service,
integration of the
customer
(external factor)

Physical and
intangible results

Provision of

Ability to provide

A
S
A

services services as a ' through the
adequately process | provision of
I services
I
I
> < >
Potential Process : Result
“who?” “how?” “what?”

Most customers aren’t
aware of a toolmaker’s
capabilities

Lack of “storability” leads
to a great need in resources

Sources: Meffert e.a. (2003); Kleinaltenkamp (2001)

Integration of the customer

Provision of services without
integrating the customer
Impossible

Process

Provision of goods and services
following the Uno-Actu-
Principle

Potential

Sale and pricing of services

Ability and willingness of service
provision

Result

Physical and intangible results
through services

Service ex-ante hard to
asses both by customer &
toolmaker
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Today a wide range of services is offered — but unst

ructured

Ramp-up service

Part optimization

Try-out on
own machinery

Repair and maintenance

Consulting to the
part designer

General contractor

Small/ O-series

Part construction
and development

Premium quality batches

81
. 70

73
I 53

72
N 60

64
P 56

58
I 49

55
I 50

31
I 25

28
I 00

13
10 B Average

Successful toolmakers

Services offered

Toolmakers already offer a
variety of services

Successful toolmakers work
service- and process-
orientedly

Reserve in early and late
phases of the tool’s life-cycle

Services rendered
Grown structures
Reactive definition of service

Low degree of

The tooling industry reacts to customer inquiries with highly indﬂﬁngﬁirqmmdardhpd

services

Maximum variety
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The added-value of services provided by a toolmaker does not
jointly contribute to the buy-decision of the custo mer

Perception of provided services Service benefit

Services address different
stakeholders

Service Customer
rovision .
g Missing loop between

different departments and
tool purchase

S
= c
g
. = o ) ..
g 2wy S Buy-decision
S Q c :
= ©) S @ Added-value of single
= °g = E services cannot be
(&)
= = 1R § ‘.g. compared to others
() st — e e . .
& o o Acquisition price determines
- the make-or-buy-decision
Information interfaces
Buy-decision Purchasing
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Paradigmshift in the tooling industry
Turning the service jungle into a service garden

TARGET: Service Garden

TODAY: Service Jungle

Unstructured and large implicit Clearly structured service
service offerings portfolio and full-service-
Insufficient awareness of benefit packages

on the customer’s side Explicit service description
Insufficient pricing of services Awareness of benefit and

Lack of sufficient service- ’7 added-value on the customer’s

side
related resources

Enforcement of price premiums

Cross-subsidization ) :
for value-adding services

No success in profitable Competitive differentiation
service provision through services

Today, the tooling industry does not have a systematic approach to offering
services and achieving a price premium with intangible services

Page 11
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The majority of tools is still sourced within the o

wn region

Sourcing markets for production tools by region

80%
60%
40%
20%

0%

80%
60%
40%
20%

0%

North America

Western Europe

] - 80%
] - 60%
i 83% - 40%
7 - 20%
30% 8%
15% 0% S 0% 5% 4% S 0%
- 0%
North Western Eastern China/ Middle North Western Eastern China/ Middle
America Europe Europe South  East America Europe Europe South  East
East East
Asia Asia
Eastern Europe China/ South East Asia
7 - 80%
. - 60%
. - 40%
56% sl i
. 35% - 20%
3% 3% 3% 11% 21% 0% 2% 0%

North Western Eastern China/ Middle
America Europe Europe South  East
East

- Percentage of top 4 ranked tool supplying Asia
counties located within own region

North Western Eastern China/ Middle
America Europe Europe South  East

East

Percentage of top 4 ranked to&k$gpplying
countries located in other regions
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Western toolmakers still don’'t consider China to be

market

a key

Target markets of toolmakers

l

100% - _
North America
50% - 0
v
13% 13% 13% 13% 13% 13%
0% | | 0% 0% I | | I I 0%
North South North Middle Western Eastern India China South Australia
America America Africa East  Europe Europe East Asia
100% - Western Europe l
50% + 94%
\ 4
4% 369 >1% 0
0% 11% 22% 14% 24% 129% 6%
North South North Middle Western Eastern India China South Australia

America America Africa East

- Percentage of toolmakers that deliver tools within own region

Europe Europe

East Asia

Percentage of toolmakers that deliver tools to other regions
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... Whereas Eastern European and Asian toolmakers focu

export

Target markets of toolmakers

100% -
Eastern Europe

50% -

60% 60%

0% 0% 0% 0% 20% 0% 20% 0% 0%
North South North Middle Western Eastern India China South Australia
america America Africa East Europe Europe East Asia

100% - China/ South East
Asia

04

50% 83% -

44% LI 61% 50%
28% 22% 0 33%

0%

North South North Middle Western Eastern India China South Australia

america America Africa East

- Percentage of toolmakers that deliver tools within own region

Europe Europe

East Asia

Percentage of toolmakers that deliver tools to other regions
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Outsourcing of toolshops is more common in tradition
countries

al tooling

Internal toolshops at production plants

86% China/ South East Asia

68% North America
55% Western Europe
50% Eastern Europe
- No internal toolshop at the present time Internal toolshop for new tools on-site

The majority of production sites in China still has an internal toolshop

Service is done in-house with own resources
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Tool quality is still the major criterion for local

tools

sourcing of

Disadvantages perceived for purchasing tools in foreign countries

Price

Tool quality

Cycle time
Warranty conditions
Delivery time
Distance

Lack of services
Reputation

Language

4,3
5,3
4,6
4,8
5,0

4,6

4,0

3,8

48

A

Perceived disadvantage
“Lack of service”

Lack of service is an important obstacle for parts producers to buy tools in other countries

Disadvantages perceived by customers (Scale 1 to 7, 7 being the most sever disadvantage)
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Price is not the most important criterion for diffe rentiation

Tool quality

6.28
On-time delivery
of the tool 6.08
-
Cycle time 5 o4
-
Warranty conditions 4.79
B Customer
Purchase price
P 5.15 Toolmaker
Reputation of the toolmaker/
previous business relations 5.84
Innovative tooling
solution 5.59
Product-related
engineering services 5.25
Distance of toolmaker to
your production site 4.08
I I I 1
Unimportant Price Equivalent Very Important
Average value of answers given by the participants on a scale from 1 to 7
© WZL/Fraunhofer IPT y Page 18
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Causes of production process interruptions

... although tool quality is the most important issue for toolmakers and their customers

Production machine 3.48
Machine operator 3.45
Automation 3.23
Machine peripherals 3.18
.
Never occurrence of malfunctions Very often

The tool is the most frequent reason for a production process interruption

Average value of answers given by the participants on a scale from 1to 7
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Required reaction time for toolmakers vs. fulfilmen t of

requirement

24h reaction time for production tools

74%

Required Always fulfil
reaction requirement
time
< 24 hours

Mean Time To Customer/ Repair

North America
Western Europe

I Eastern Europe

Il China/ South East Asia

11 10

Mean Time To Mean Time To Repair

Note: Reaction%%g tgcl)vrglneiﬂ days

While the majority of toolmakers is obligated to assist the customer within 24 hours of a malfunction,
only 28 percent can fulfil this requirement — and the gap between MTTC & MTTR is magnificent
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The number of services performed on-site does not m atch the
demand for complex tool maintenance

[ . .
— 76% —* Percentage of on-site services

76% of toolmakers only perform less
than one fifth of their tool-related
services at the customer's facilities

4% 7% 4%

9%

0 <20% < 40% < 60% <80% <=100%

Service need for tools is obvious

European toolmakers always claim to
produce more complex tools than
competitors from China/ South East Asia

In fact, complex tools require even more
maintenance in short-term intervals M 4?/0

B Use of complex tools
Use of simple tools
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Toolmakers often claim not to have appropriate part ners for
local service cooperation

44
35 30
Would you offer 25
Yes more services if 35% No
you had a partner?
Percentage of toolmakers without
partners for service provision
67% 5706
29% 29% 33% 299
3%
2
Not thought about it yet No appropriate parthner ~ Know-how protection The cost is too high  No standard procedure to
found cooperate
B North America I Western Europe Eastern Europe China/ South East Asia
Know-how protection and the lack of appropriate partners keep
many toolmakers from cooperating with others
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Toolmakers need to become service and solution prov iders for
their customers

Self-assessment of competitive position Transformation to a problem solver
good poor A
. ! Proa0 0
Price : g e i

Product-services |

| ©
Customer satisfaction | =
: | 2 CIVICE
: "'6 PDIroviaing
Flexibility / 9 arTagSatdatalilar=
Quality l
Technology | Parts produce
' t
As for today, toolmakers consider their service »Intentionally, the customer doesn’t want borers,
performance to be very poor but holes in the wall.«

Sources: Backhaus e.a. (2001); VDMA (2006); Schuh e.a. (2004)
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Most toolmakers currently focus on day to day busin ess
Instead of planning ahead

Can you think of
Yes services customers will 93% No
ask for in 10 years

Room for improvement lies inside of the innovation process
— not only in the value stream and in operations, but also in services
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Thank you for your attention!

Dipl.-Ing. Fabian Gaus

Laboratory for Machine Tools and Production
Management (WZL) of RWTH Aachen University

Tel: +49 241 80-28477
Fax: +49 241 80-628477

Mail to: f.gaus@wzl.rwth-aachen.de

Web: www.wzl.rwth-aachen.de
www.tipss-fp7.eu
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