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GLOBALIZATION: IMPLICATIONS FOR THE NORTH AMERICAN INJECTION MOLDING BUSINESS

“Think globally”. Today this is the new, universal business management mantra. Yet globalization is not a new phenomenon. Rather it is the acceleration of an age-old process – namely, the international exchange of goods, services, technologies, and cultures. Moreover, globalization carries risks as well as rewards. Economists have for centuries advocated free trade as essential to improving efficiency and raising consumer welfare. Yet international trade presents both opportunities and challenges, and globalization is viewed by many as a threat as multinational enterprises proliferate and foreign outsourcing replaces domestic output and employment.

Like all other manufacturing industries, the North American injection mold-makers and molders today confront the full force of globalization. The U.S. and Canadian economies have historically held competitive advantages on domestic and foreign markets in terms of innovating and utilizing leading-edge technologies in mold-making and molding. Yet today every country in the world, developed and developing, is able to access technologies of equivalent productivity. The Mexican economy has maintained a long-term competitive advantage derived from its low-wage structure, and its participation in the North American Free Trade Agreement (NAFTA) resulted in a business boom in its maquiladora free-trade zones in the second half of the 1990s. Yet by combining even lower wage structures with advantages of an infrastructural and institutional nature, Asian mold-makers and molders have been able to capture many U.S. part programs formerly outsourced to Mexico. 

Much of the current concern registered by the North American injection molding community is directed at China. The free-market reforms that have transformed China over the past quarter century into an economic power have radically changed the global marketplace. By investing in modern technologies and making them available to its low-wage labor force, China has rapidly progressed beyond traditional primary product exports to high value-added consumer and industrial products. As a result China holds major shares of key injection molding markets such as consumer electronics and toys, and it is setting its sights on other markets such as automobiles. To a large extent China’s advance in global trade is grounded in comparative advantages in factor endowments and factor productivities. Yet China is criticized for providing export subsidies, manipulating its currency, strictly regulating foreign investment, and engaging in other trade practices that violate WTO rules.

Over the period September-December 2003 PCRS conducted telephone-based interviews with decision-making officials at over 100 companies with injection molding operations. The thrust of our inquiry was essentially three-fold – namely, 1) Has globalization, directly or indirectly, positively or negatively, impacted your operations?, 2) In what way and to what extent?, and 3) What strategic changes has your company made or is it contemplating in response to globalization? 

In this report we review some of the principal tenets of international trade theory and their applicability to the current and future opportunities and challenges that regional injection mold-makers and molders face in light of globalization. We examine recent trends in U.S. plastics industry exports and imports, and we explore shifts in market focus among the molders. We then provide case studies of custom and proprietary injection molders and the strategies that  they are adopting to deal with new market dynamics brought about through globalization.
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