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91% of Gear Industry Respondents are Optimistic
About their Ability to Compete over the next 5 Years
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Based on the chart above, gear manufacturers are clearly
optimistic about 2007 and beyond. They’ve been riding a wave
of increased employment, increased sales and increased produc-
tion. Nearly all involved in gear manufacturing believe in their
companies, their technology and their processes.

It’s safe to say the gear industry has a positive outlook.

Of course, the optimism shown by these results reflects a
worldwide gear manufacturing economy that has been strong
over the last few years. If you make gears these days, chances
are good that you’re pretty busy.

But that doesn’t mean that you aren’t concerned.

The results presented here are biased. They aren’t represen-
tative of the entire gear industry, nor are they representative of

all of its facets. For example, this survey definitely underrepre-
sents the thousands of Americans who manufacture gears for
automotive transmissions and axles—and that industry, at least
in America, continues to struggle.

“Our highest-volume products are tied to trucks and SUVs,
which have fallen out of favor due to higher fuel prices,” said a
design engineer for a U.S. Tier One automotive supplier. “We
either need new products, new customers or both.”

Another automotive industry respondent said, “This facility
is closing and production is being moved to low-cost countries,
like India, Poland and China.”

A number of other respondents mentioned that the automo-
tive industry downturn was negatively affecting their businesses.
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54% of Gear Industry Respondents Work at
KISSSOFT Locations Where Employment Increased in 2006
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Expected Employment Change in 2007

TO SOLVING ENGINEERING
PROBLEMS. ‘Z’ =

Surprisingly, only a few mentioned foreign competition,
and some of those who did were outside the United States. In
some cases, companies are being forced to set up manufacturing
operations overseas in order to serve a major customer. A design
engineer working for a major OEM in Wisconsin cited “unfair
pricing by foreign competitors” as one of his company’s most
significant challenges.

Our audience seems less concerned with foreign competi-
tion than with competition in general. The respondents are wor-
ried about how they’re going to be able to do more with less.

tress Measurement System P
\\ / “Same as every year,” one respondent said. “make it better,

—— cheaper, and faster.”
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73% Saw Production Volumes Increase in 2006
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Production Volume Change vs. 2005

68% Expect Production Volume to Increase in 2007
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Expected Production Volume Change 2007

production, but they’re also being asked to reduce costs and
decrease delivery times, all while deliveries from their suppliers
are taking longer, costing more and becoming less reliable.

Another theme common among respondents, especially in
the United States, was the difficulty in finding skilled work-
ers—not enough engineering talent, not enough machining
talent, and not enough interest in manufacturing in general.

“Large corporate attrition programs will see experienced
workers flow out, being replaced by inexperienced workers,”
said a manufacturing engineer at a major U.S. manufacturer of
heavy-duty transmissions.

“For my small operation, the inability to find qualified or
any other help will be a deterrent to the growth of this com-
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Global Solutions from a Truly Global Company

The only company of its kind with a truly global
manufacturing presence in all three areas of its
customer's production: Europe, United States, Far
East.

miniGears is the first name worldwide in providing
small and mid-size precision transmission
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ﬁ miniGears North America

2505 International Parkway
Virginia Beach, VA 23452 U.S.A.
ph.: (757) 233-7000
fax: (757) 627-0944
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PRECISION GEARS

Specialists in the manufacture of
Spur and Helical Gears to AGMA 15 and
BEVEL GEARS to AGMA 13.
Hobbed internal and external gears up to
80" diameter and 39" face.
Gleason bevels up to 100 inch
diameter. Klingelnberg spiral
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diameter.
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29" face.

In-house heat treatment, metal:
lurgical lab, magnaflux, and nital
etch capability.

Full inspection capabilities in
our modern state-of-the-art
gear metrology laboratory.

Overton Gear and
Tool Corporation

A www.overtongear.com

630-543-9570 PHONE
630-543-7440 FAX
530 Westgate Drive
Addison, IL 60101

1SO 9001: 2000 CERTIFIED
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Your one stop source
for all your gear-making
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e Precision carburized gears,
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¢ Flowline production
¢ [n-house heat treating

e Supplier to leading
aerospace
manufacturers
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Cla

Design engineering services also available
For more information, contact:

Aero Gear Inc.

1050 Day Hill Rd., Windsor, CT 06095
Tel: (860) 688-0888
Fax: (860) 285-8514

email: buygears @aerogear.com ° www.aerogear.com
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71% Saw Sales Volumes Increase in 2006
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Change in Sales Volume vs. 2005

69% Expect Sales to Increase in 2007
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Expected Change in Sales Volume 2007

pany,” said a production worker at a California job shop.

Other concerns were voiced as well, including issues like
scheduling, finding raw materials, improving quality, increasing
productivity and so forth. Others want to reduce their invento-
ries and increase their flexibility through lean manufacturing.

Some are simply struggling with their own growth. “We are
running out of space,” said a manufacturing engineer at a mid-
sized Canadian job shop.

We deliberately did not ask questions about profits in this
survey. Many of the respondents wouldn’t necessarily have
access to that kind of information. Others work at large OEMs
whose profits are largely dependent upon factors outside of
their gear manufacturing operations. But it’s clear from the
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50% Work at Locations Where
Capital Spending Increased in 2006
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41% Expect Capital Spending at Their
Locations to Increase in 2007

45%

40% -

35% -

% of Respondents
N N w
L 2 =2
S

-

3

B
‘

[ o
= ° ° @ o T =
TS o oxX £ e e 00
n= 83 8 g oR ey 8=
© o N - @ [N ~ —
o o P g S ® o= [ [
- - - = =
g8 g+ ¢ Fo g« gT 8w
(= - - n [ [ S
= N [=] [=] oy

Expected Change in Capital Spending 2007

comments of many of the respondents that, although they are
extremely busy, it doesn’t necessarily follow that they’re also
extremely profitable.

Reading through their comments, you get the sense that gear
manufacturers are feeling squeezed, in more ways than one.
Some are squeezed by space constraints. Others are squeezed by
pricing. Still others are squeezed by their customers’ demands
for higher productivity, lower prices and improved quality.

But squeezing the most out of the least is the task of modern
manufacturing. Despite the many challenges facing them, you also
get the sense from reading their comments that the gear industry
is not only up to the task, but also hopeful about its future. C¥
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How Do Respondents Describe Their

Manufacturing Operations and Technology?

GEAR CUTTING TOOLS +
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CORPORATION
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GEAR CUTTING TECHNOLOGY Fax ' 6305857343

ww.hanikcorp.com

60 YEARS OF TOP TECHNOLOGY emai hanikcorp@aol.com

ph: 011-41-32-344-0400 * fox: 011-41-32-344-0404 * www.schnyder.com * mail@schnyder.com

% Rising Energy Costs

* % equals more than 100% because some respondents chose more than one option
as their #1.

Experts in CNC controlled
tooth by tooth submerged process
gear hardening. We specialize in preci-
sion induction hardening of all power
transmission components.
Registered to TS16949:2002
standards.

e et e e
Magnum Induction Inc.

14 Ash Drive * Smiths Creek, MI 48074

Ph: 810.364.5270 -+ Fax: 810.364.4114

Ranked as #1 Concern Outside USA

% Rising Cost of Healthcare

Email: tom@magnuminduction.com

ma g num i n d Uctio n.com * % equals more than 100% because some respondents chose more than one option
as their #1.
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What Other Factors are

Presenting Significant Challenges
to Your Business?

What are Your Company’s Most
Significant Manufacturing/
Engineering Challenges for 2007?

“Although we have experienced a nice increase in
sales in the last 18 months, there is still a fear that
the industry could go into a downturn again...The fun
of what would be coming in the door next is being
replaced by the dread of ‘How can we meet these
ridiculous deliveries on parts we quoted months ago
and now are suddenly HOT because the customer
waited so long to order.”
—a manufacturing production worker at a
Michigan job shop

“Coping with changing demands on products. Reducing
stock levels with a view to becoming leaner.”
—design engineer at a U.K. manufacturer of
gear drives

“Failure of society/industry to shake negative percep-
tions about machining as a career, thus difficulty in
finding and hiring excellent, intelligent help.”
—corporate executive at a small U.S. manufac-
turer of automotive powertrain products

“Increased competition, but domestic.”
—a manufacturing engineer at a major U.S. auto-
motive transmission plant

“Keeping up with rapid growth and demand.”
—a quality control worker at a U.S. manufacturer
of mining equipment

“Meeting the ever-increasing demands for quicker
deliveries and reducing lead times, coupled with price
reduction requests. Many customers’ expectations
have gone beyond being unreasonable.”
—corporate executive at a mid-sized lllinois job
shop

“More and more companies which were not gear
producers 10 years ago are now getting into the gear
business.”

—employee at a mid-sized Michigan job shop

“Not just the cost of gear steel, but availability;
getting forgings into the plant.”
—production worker at a large U.S. manufacturer
of industrial gearboxes

“Suppliers being able to meet our scheduled ramp-up
and our quality requirements.”
—manufacturing engineer at a major U.S. auto-
motive transmission plant

“Find people with enough skill on gears.”
—manufacturing engineer at a small California
Jjob shop

“Bringing the best manufacturing practice to produce
world-class gear products. Implementing six sigma
and TQM culture into the organization.”
—ecorporate executive at a small Indian job shop
serving the construction market

“Cost reduction to compete with foreign products.”
—production worker at a small U.S. manufac-
turer of motion control products

“Creating good scheduling for production, to create
better on-time delivery.”
—production worker at a large U.S. job shop
serving the aerospace industries

“Design and prototype products in a shorter time
period with the same resources.”
—design engineer at a major U.S. manufacturer
of construction/off-highway equipment

“Expansion: double production capacity without losing
focus on cost optimization.”
—corporate executive at a major European
manufacturer of industrial gearboxes

“Finding and retaining skilled labor.”
—corporate executive at a mid-sized New York
Jjob shop

“Increasing the production by at least 10% while
reducing the manpower by 2-5%.”
—manufacturing engineer at a major Indian auto-
mobile manufacturer

“Keeping production costs low and keeping our com-
petitive edge against foreign competition.”
—marketing & sales worker at a mid-sized job
shop in Malaysia

“To reduce price without affecting quality and
delivery.”
—aquality control worker at a major U.S. aero-
space job shop
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State of the Gear Industry: Who Responded Sales Volume of Company
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Primary Method of Manufacture Age of Manufacturing Location
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Half of gear industry respondents work in facilities originally built before 1967
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