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CTE’s first cost-justification and planned-expenditures

survey reveals what metalcutting companies intend to

buy in 2004 and why.

a common query from one
spouse to another after the pur-
chase of a new “toy” or garment, but
CUTTING TOOL ENGINEERING
wanted to know how parts manufactur-
ers justify their tooling purchases, so
we mailed aquestionnaire to 1,000 de-
cison-makerson CTE'scirculation list.
The questionnaire asked about com-
pany size, whether afinancial-analysis
procedure for justifying purchases is
present, the type of financial analysis
used to justify purchases, the dollar
amount projected for 2004’s tooling
and equipment acquisitions, and how
that total figure comparesto the amount
spent in 2003.

The survey was anonymous, and
therewas no “incentive” for participat-
ing. CTE received 224 partialy or fully
completed questionnaires, a 22.4 per-

I I ow can you justify that!? Thisis

cent response rate.

Although CTE'scirculationisfairly
evenly distributed among small,
medium and large companies, the
majority of the survey responses,
63.4 percent, came from companies
with fewer than 20 employees.

Of the 45 percent of the responding
companies that do have a formal fi-
nancial-analysis procedure, the ma-
jority, 51.1 percent, bases it on cus-
tomer requirements.

When thejustificationisthat a pur-
chase needs to meet a payback stan-
dard, the average required payback is
2.32 years.

Turning to the project expenditures
for 2004, it’s no surprise that ma-
chine tools will consume the most
dollars. Based on the 189 responses
that indicated a planned expenditure
in one or more product categories,

COMPANY
SIZE

PERCENTAGE OF
RESPONDENTS

500 or more 0.9%

101-500

YES 45%

NO 55%
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Does your company have a financial-analysis procedure?

DISC. CASH FLOW MODEL 3.0%
OTHER 2.2%

PURCHASES PART OF
MULTIYEAR CAPITAL
PLAN 12.6%

If yes, what kind?

MEETS PAYBACK
STANDARD 31.1%

CUSTOMER
REQUIREMENTS 51.1%
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Average number of years for payback
(if meets payback standard):

2.32 years

$131,911 will be spent, on average, for
machine tools.

Second onthelist iscutting tools. The
average planned spending for cutting
toolsis projected to be $52,380.

At the other end of the scale, respon-
dentsindicated they will spend the least
on metalworking fluids, with an average
planned expenditure of $3,355.

Compared to 2003, 46.9 percent of
the respondents will spend more this
year on tooling, equipment, software
and accessories, 39.1 percent will
spend the same and 14.0 percent will
spend less.

The questionnaire a so asked for com-
ments, and from those remarking about
thisyear’'s economic outlook, it appears
2004 is poised to be agood year.

Here are some of the respondents’
comments:

m “Business [is projected] to pick
up.”

= “In’03 we were off 10 to 12 per-
cent from the last 3 years in sales, but
overall, '04 looks to be agood year.”

= “The bottom has been reached, but
wedon't believewe'll stay therelong!”

= “We finally seem to be getting
busier after 3-plusyearsof declines. It's
agreat feeling”

Of course, concern about competi-

tion from countrieswith low-cost
labor persists.

= “|f we continue to see manu-
facturing companies leave this
country, we'll be buying much
less. There's still a big problem
with so-called ‘cheap labor’ over-
seas”

However, the desireto compete
by automating processesremains.

= “Webelievein[adding] tech-
nology over adding people”
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How does 2004 investment compare with 2003?
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