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Five Ways Outsourcing with A U.S. EMS Provider Can Save You Money 

By Curtis Campbell 

Outsourcing is never a one size fits all strategy. While SigmaTron International operates a global network 

of electronics manufacturing services (EMS) facilities, its team recognizes that many projects have 

unique characteristics that align best with a specific region. This whitepaper looks at five ways 

outsourcing in the U.S. can save money: 

• Closer alignment with OEM design team  

• Supply chain consolidation 

• Minimization of inventory 

• Lower logistics costs 

• Alignment with local content requirements. 

Closer Alignment with OEM Design Team 

While internet-based connectivity makes it easy to work virtually anywhere in the world, significant 

differences in time zones or language barriers can make working virtually challenging. When the design 

team is based in the U.S., selecting an EMS provider with product development and manufacturing in 

close proximity to that location can often be the most efficient way to support new product 

development, particularly when new products are under continual development. Aligning the 

relationship in a standardized process that supports design for manufacturability (DFM) feedback early 

in the design process, and prototyping and pre-production activities that meet preferred product and 

process validation requirements creates a seamless, highly efficient team. From a cost standpoint, that 

can help streamline product development activities, ensure material selection reflects best choices for 

availability and cost, eliminate manufacturability issues prior to PCB tooling and fabrication, and provide 

a strong feedback loop for lessons learned during first article production. While COVID-19 mitigation 

efforts may limit face-to-face meetings for the next few months, close geographic proximity can 

contribute to stronger relationships among team members once these restrictions are lifted. When 

design team members are able to visit the EMS provider periodically, they get a better opportunity to 

understand the “why” behind DFM recommendations.  

For example, SigmaTron International helped a manufacturer of switching and protection products for 

electric power transmission and distribution keep its outsourced manufacturing in close proximity to its 

facilities which utilized SigmaTron’s Elk Grove Village (EGV), IL and Union City (UC), CA locations for 

location-specific product lines. The customer was an engineering-driven company which valued input 

from its strategic manufacturing suppliers. The customer’s engineering teams were able to collaborate 

with SigmaTron personnel on design for manufacturability/testability (DFM/DFT). SigmaTron’s team 
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performed product lifecycle analysis (PLM) on some product bills of material (BOMs) to identify 

obsolescence risks and suggest alternate parts to broaden the approved vendor list (AVL). The typical 

product life on these types of products is often 25 years. The project included multiple printed circuit 

board assemblies (PCBAs) that were assembled into a major subassembly. SigmaTron performed in-

circuit test (ICT) on the PCBAs, and then assembled; and performed environmental stress screening 

(ESS), testing, and final test on the completed subassembly. The subassemblies were shipped to the 

customer’s facility for integration into final assemblies.  

SigmaTron’s project team also worked with the customer’s development team in California to finalize 

the initial release of the test vehicle. Prototype boards were tested to determine whether the test was 

measuring test parameters accurately. The ability to provide support regionally minimized the need for 

customer team travel and helped ensure a collaboration that proactively eliminated issues that could 

otherwise have created production or test challenges once the products ramped to volume production. 

Questions to ask in determining whether a U.S.-based strategy be advantageous include: 

• Is your company’s internal design team based in the U.S.? 

• Are there a high number of products under development? 

• Is there a desire to align internal and external manufacturing closely within the same region? 

• Is the design complex enough that frequent face-to-face meeting between internal product 

development teams and outsourced manufacturing team members would be beneficial? 

Supply Chain Consolidation 

One of the benefits of utilizing a U.S. EMS provider to serve a U.S. market is that logistics simplicity 

makes it easier to broaden post-manufacturing activities. For example, when an EMS company provides 

both manufacturing and manages repair depot activities there can be significant economies of scale. 

Support infrastructure, test platforms and inventory can often be shared. Comparatively, if production is 

handled offshore and repair depot is done by another supplier or in-house at the OEM it increases 

management cost, inventory cost and capital equipment cost. 

Questions to asked include: 

• Does this project have characteristics related to volumes, demand or complexity that limit the 

savings found in outsourcing offshore? 

• Does project complexity or volumes make a one-stop manufacturing and post manufacturing 

strategy more cost effective? 

• Is the primary end market in terms of fulfillment in the U.S.? 
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Minimization of Inventory 

When a product is built far from its end distribution point, finished goods inventory must be large 

enough to include products in shipment and products warehoused to accommodate unanticipated 

delays in transit or variation in demand. Inventory that takes several weeks to transit by sea can be 

impacted by engineering change orders (ECOs).  When a product is built in the same region as its end 

market, there is a much smaller pipeline of inventory in transit. Shorter transit times also mean that less 

finished goods inventory must be stocked to accommodate variations in demand.  

• Does this project have significant variable demand? 

• Is there a high mix of different product types requiring rapid configure-to-order? 

• Are there frequent ECOs? 

• Are overall volumes marginal for offshore savings? 

Lower Logistics Costs 

While a nearshore strategy such as manufacturing in Mexico can often reduce labor costs, movement 

across a border increases logistics costs due to added Customs documentation requirements, transit 

complexity and transit costs. Projects with high variable demand may drive added border crossing 

expedite charges if material or products must be crossed more frequently than the EMS provider’s 

normal business model provides. Additionally, unanticipated delays at borders due to inspection or high 

traffic either drive the need for a finished goods Kanban strategy or the potential for higher freight costs 

to make up lost time. Comparatively, products in a U.S. facility that ship to a U.S. facility or distribution 

center incur none of these added costs or potential time delays. 

Additionally, shipping product directly from the EMS provider in U.S. to the end customers in the U.S. 

can eliminate a transport leg between the EMS provider and the OEM. For example, in one 

telecommunications project in SigmaTron’s Union City, CA facility, PCBAs are assembled into cases on a 

configure-to-order basis (CTO) in a dedicated work cell. In all but two products, SigmaTron’s team pulls 

products scheduled to ship from a drop ship finished goods Kanban that includes finished units and 

purchased accessories. The customer owns the finished goods inventory that is resident at SigmaTron.  

Typically, the EMS team ships to 20-40 end customers per day.  Bulk orders of more than 25 units are 

picked and packed in the morning to assure same day shipment from time of request.  Individual unit 

orders are shipped at time of request, with 2 pm being the cutoff for same day shipment.   

Questions to ask include: 

• Do variable demand patterns and associated expedite costs, make a U.S. location preferable to 

nearshore or offshore? 
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• Do added logistics costs dilute the cost savings of a nearshore or offshore project with low-to-

medium annual volumes? 

• Can shipping legs be eliminated if the EMS provider does fulfillment to the end market or 

distribution centers? 

Alignment with Local Content Requirements or Made in USA Preferences 

While tariffs are often transitory and therefore should not be the sole reason for outsourcing location 

choice, there can be regulatory requirements that make building in the USA more cost effective for 

products done for defense, aerospace or security-related applications. For example, one of SigmaTron’s 

customers re-shored a product built in India because of a requirement to calibrate the product’s 

thermostat in the U.S. When the cost savings of manufacturing in India was measured against the costs 

of using one source for manufacturing domestically, the U.S. build was cheaper. 

Questions to ask include: 

• Is the product regulated under ITAR or any other regulations that would require all or some of 

the production be done in the U.S? 

• Would a Made in USA strategy enhance the market competitiveness of this product? 

SigmaTron’s One Source Global Options Approach 

One of the advantages of selecting an EMS provider with a global network of facilities is the ability to 

analyze the strategic value and total cost of a Made in USA decision. Additionally, should product 

requirements or margin pressure dictate a change in strategy over time, the project can be transferred 

to an offshore or nearshore facility.  

SigmaTron’s manufacturing facility locations includes U.S. locations near Silicon Valley and Chicago; 

three locations spread across Mexico; a facility in China; and a facility in Vietnam.  

SigmaTron focuses on a scalable solution approach and offers customers the ability to build different 

product lines in different facilities when their requirements don’t fit a single facility option. Forecasting 

and production layout are optimized for those projects. For example, SigmaTron’s facility in Elk Grove 

Village, IL has a box build area that has been optimized for smaller volume box build production enabling 

unrelated products to share the efficiencies and economies of scale of a standardized work cell 

arrangement, even though project volumes don’t justify a dedicated work cell. Workstations are 

designed for easy changeover and a dedicated team supports the area, ensuring correct materials are 

stocked point of use as needed and everything is in place to support the products being built that day. 

Both its U.S. facilities support a range of higher project volumes, as well.  



 
        Simplifying Sourcing Series 

 
 
 

Copyright © 2020 SigmaTron International, Inc. 
 
 

 

SigmaTron is able provide a tailored solution for its customers that can be as limited as PCBA 

manufacturing and as complex as system integration, fulfillment to end market and repair depot 

support. The Company also has engineering resources able to support product development activities.  

A strategic approach to outsourcing that evaluates the benefits of a Made in USA solution can deliver a 

number of unexpected benefits including: 

• Improved work hours for teams working with the EMS provider 

• Faster response times to changes in design or demand 

• Reduced inventory cost  

• Reduced transactions due to supply base consolidation 

• Reduced risk of supply change disruption 

• Improved market competitiveness via Made in USA branding. 

Choosing an EMS provider able to provide a Made in USA solution as part of a larger portfolio of build 

site options ensures flexibility over the life of the project. 

 

Curtis Campbell is SigmaTron International’s Vice President of Sales, West Coast Operations. He can be 

reached at Curtis.campbell@sigmatronintl.com. For more information on SigmaTron International’s 

capabilities, visit www.sigmatronintl.com or call 510-477-5000. 
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