2013 State of the Gear Industry

Reader Survey Results

Gear Technology’s annual State-
of-the-Gear-Industry survey
polls gear manufacturers about
the latest trends and opinions
relating to the overall health

of the gear industry. As in years
past, the survey was conducted anony-
mously, with invitations sent by e-mail
to gear manufacturing companies
around the world.

Hundreds of individuals responded

to the online survey, answering ques-
tions about their manufacturing oper-
ations and current challenges facing
their businesses.

All of the responses included in these
results come from individuals who
work at locations where gears, splines,
sprockets, worms and similar prod-
ucts are manufactured. They work for

Please describe your level of optimism regarding your
company's ability to compete over the next five years.

s

</

m Extremely Optimistic
W Fairly Optimistic

m Slightly Optimistic

® Undecided

m Slightly Pessimistic

m Fairly Pessimistic

gear manufacturing job shops, captive
shops at OEMs and end user locations.

A full breakdown of respondents can
be found at the end of this article.

Gear Industry Optimism — About Average

Over the past eight years, approximately 89% of respondents indicated some
level of optimism regarding their companies’ ability to compete. However, this

year’s respondents were less enthusiastically optimistic than average (a greater
proportion were only “slightly optimistic”).

Significant Challenges

The general economic climate and the difficulty in
finding and keeping skilled labor appear to be the
major challenges facing gear manufacturers today.

“Problem finding engineers.”

“Unemployment.”

“Uncertainty by customer forecast.”

“Eroding margins versus 10 years ago (via stiffer
competition).”

“Obama’”’

“Cost of labor”

“Our import/export fees are skewed to a 25%
disadvantage for us. Six years ago | purchased a
machine from Italy for 325K. | paid a 7K import
fee imposed by the U.S. government | have a hard
quote, if | were selling to Italy? Their fee on us?
77K This whole story that we cannot compete, all this
unemployment, it’s all a bunch of malarkey”

“Competent help.”

“CO, regulation in automotive.”

“High taxes.”

26 GEARTECHNOLOGY | November/December 2013

Rate the following challenges in order of significance to
your business, with 10 being the most significant

Currency Fluctuations
Off-Shoring of Manufacturing...
General Economic Climate
Supply Chain Issues

Rising Energy Costs

Difficulty in Finding Skilled Labor
Rising Cost of Materials
Increased Foreign Competition

Rising Cost of Health Care

Political Uncertainty

0.00 2.00 4.00 6.00 8.00

“Cost control, reduction in volumes & JIT supplies.”
“Time-to-market for new products.’

“High taxes!”

“Overall forecast for medium and heavy duty.”
“Business conditions for our customers.”

“EPA regulation, other domestic competition.”
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Employment

Responses were about equally divided between compa-
nies who added employees and those who downsized in
2013. According to the extended responses, many of those
who downsized did so because of increased automation
and more efficient manufacturing processes. Other declines
were due to softening in specific customer industries, such
as mining and construction. Those who added employees
cited increased business and introduction of new products/
product lines.

How has your location's LEVEL OF EMPLOYMENT
changed in calendar year 2013 vs. 20127

>

6.1%
5.0% /
1

3.9%

m Decreased 21% or More
m Decreased 11-20%

m Decreased 1-10%

m Stayed the Same

® Increased 1-10%

m Increased 11-20%

m Increased 21% or More

How do you anticipate your location's level of
employment will change in 2014 vs. 2013?

m Decrease 21% or More
m Decrease 11-20%

m Decrease 1-10%

| Stay the Same

® Increase 1-10%

® Increase 11-20%

How does your location's employment level compare
with its employment level 10 years ago?

m Decreased 21% or More
m Decreased 11-20%

m Decreased 1-10%

m Stayed the Same

m Increased 1-10%

® Increased 11-20%

m Increased 21% or More

DTR. Your best choice for high quality gear cutting tools.

DTR is a world class supplier of the finest high performance long-life gear
manufacturing tools, for small and large gear cutting applications.
Established in 1976, we are one of the world’s largest producers of cutting
tools, shipping to over 20 countries.

DTR offers a full line of gear cutting tools including:
* Hobs + Chamfering and Deburring Tools

+ Carbide Hobs + Broaches

+ Shaper Cutters « Master Gears

+ Milling Cutters

We can produce virtually any tool you need for auto, aerospace, wind,
mining, construction and other industrial gears.

Every tool is precision-made utilizing high speed steel, premium powder
metal or carbide and the latest in coatings, to achieve superior cutting and
long life. DTR uses top of the line equipment including Reischauer CNC
grinders and Klingelnberg CNC sharpeners and inspection equipment.

Learn more about our outstanding quality tools at www.dragon.co.kr.

Call us at 847-375-8892 for your local sales representative or
Email alex@dragon.co.kr for a quotation.

DTR

DTR has sales territories available. Call for more information.

PHONE: +82.32.814.1540

U.S. Office Location (Chicago) Headquarters
PERFECTION MOVES US Email inquiries to: alex@dragon.co.kr
(formerly Dragon Precision Tools) 1865A Hicks Road, Rolling Meadows, IL 60008
WWW.DRAGON.CO.KR PHONE: 847-375-8892 Fax: 224-220-1311 FAX: +82.32.814.5381

36B-11L, Namdong Industrial Complex, Namdong-Gu, Incheon, Korea
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Production Qutput

2013 STATE OF THE GEAR INDUSTRY

Sales Volume

How has total PRODUCTION QUTPUT (unit volume)
changed over the last 12 months?

14.6% m Decreased 21% or More

‘ m Decreased 11-20%

o Increased 1-10%
m Increased 11-20%
m Increased 21% or More

How has total SALES VOLUME changed
over the last 12 months?

m Decreased 21% or More
m Decreased 11-20%

m Decreased 1-10%

H Stayed the Same

H Increased 1-10%

® Increased 11-20%

m Increased 21% or More

5.3%(

4.1%

m Decreased 1-10%
m Stayed the Same

How much do you expect production output (unit volume)

to change over the NEXT 12 MONTHS?

m Decrease 21% or More
m Decrease 11-20%

m Decrease 1-10%

m Stay the Same

M Increase 1-10%

® Increase 11-20%
7, m Increase 21% or More

1.2%

5.8%

How much do you expect SALES volume to
change over the NEXT 12 MONTHS?

m Decrease 21% or More
m Decrease 11-20%

m Decrease 1-10%

m Stay the Same

® Increase 1-10%

5.9% ® Increase 11-20%
24%/ = Increase 21% or More
1.8% /

4.1%

Quality

Choose how each of the following quality
processes/philosophies is used at your location.

160
140
120
100
80
60
40
20
0

® Non-Existent

= Planned

H Partially Implemented
M In Place

Green or 1SO 9000 Lean Six Sigma Statistical
Sustainable Manufacturing Process

Manufacturing Control (SPC)

Classify your company's manufacturing
operations and technology.

L 7>

m World-Class, 21st Century
Manufacturing

m Competitive with Most in our
Industry

m Good, but Room for
Improvement

| Facilities and Equipment are
Starting to Show their Age

m It's Amazing We Still Have
Customers

How GREEN is your location?

18% have green or sustainable

manufacturing practices in place, 34% have

them partially implemented, 20% are planning to
implement them, and 27% say green or sustainable
manufacturing is nonexistent at their location.
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How LEAN is your location?

42% say lean manufacturing is in place at their
location, §3% say it’.Hlartially implemented, 11%

say it's planned, and 14% say it's nonexistent
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Capital Spending

How did your location's CAPITAL SPENDING in
2013 compare with last year?

6.6%

9.9%
1.7% I

m Decreased 21% or More
m Decreased 11-20%

m Decreased 1-10%

| Stayed the Same

® Increased 1-10%

m Increased 11-20%

m Increased 21% or More

How do you expect your location's 2014
capital spending to compare with 20137

9.3%

m Decrease 21% or More
m Decrease 11-20%

m Decrease 1-10%

| Stay the Same

o Increase 1-10%

H Increase 11-20%

u Increase 21% or More

For which production functions do you expect

to purchase equipment in 2014?

Non-Gear Machine Tools
Deburring Equipment

Heat Treating Equipment
Broaching Machines

Spline Rolling Equipment
Bevel Gear Machines

Gear Inspection Equipment
Gear Grinding Machines
Gear Tooth Honing Machines
Gear Shaving Machines
Gear Shaping Machines
Gear Hobbing Machines

0.0%

53.0%

20.0%

40.0% 60.0%

83% of respondents work
at locations that spent
more than $100,000 on
capital equipment in
2013.

38% of respondents work at
locations that spent more
than $1 million

25% of respondents’
companies spent less
than last year.

33% of respondents’
companies spent more.
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Skilled Labor

“Hard to find young people with interest and solid high
school training like it used to be back in the day”’

“We are short 30 employees right now.”

“Need more manufacturing engineers, and the machin-
ery, the non-gear cutting equipment, is more complex
than ever before— multiple spindles, and nine program-
mable axes. Also creating splines and gears with new
technology, on mill-turn machines, and lathes.”

“Skilled help is the delimiter to growth—not work, not
financing— but skilled help. The manufacturing tech-
nology now available has surpassed the level of avail-
able skilled help!”

“We can get all the people we want, but they don’t have
the skills. We have to teach them. Only for turning and
milling it’s not a problem.”

“We have enough skilled workers. However, they are all
over 35, and several are over 50..”

The percentage of companies

experiencing a shortage of skilled labor
has remained the same since last year.

Demographics

In what continent are you located?

1% m North America
H Europe

™ South America
® Asia

m Africa

2013 STATE OF THE GEAR INDUSTRY

Is your company currently experiencing a
shortage of SKILLED labor?

0.7%

H Yes

m No

® I don't know
’ m Does not Apply

Does your company have a mentoring program
in place for new hires?

m Yes
® No

The gears manufactured at this location are primarily:

Cast

Forged
Powder Metal
Plastic

Roll Formed

Cut Metal 80.4%

T T T T
0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
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Gears (including splines, sprockets, worms and
similar components) are manufactured:

m For use in our own products
(we are an OEM
manufacturer)

m For use in other companies’
products (We are a job shop)

m For our own use (for
maintenance, spares, etc.)
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. Which category best describes your job title/function?
Demographics

1.5%
The gears (including sprockets, splines, worms and o
similar components) made at this facility are used
primarily for:
Vehicles other than Automotive .

Medical/Dental

m Corporate Management
m Manufacturing Production
® Manufacturing Engineering
m Marketing & Sales
m Design Engineering/R&D
® Purchasing
Quality Control
Motion Control

Marine
Heavy Industry 48.6%
Construction/Off-Road Equipment 42.5%

What is the approximate annual revenue for

Automotive
your company?

Aerospace

$1 billion +
$500 million - $999 million

$100 million - $499 million
$50 million - $99.99 million
$10 million - $49.99 million
$5 million - $9.99 million
$1 million - $4.99 million
$500,000 - $999,999
$100,000 - $499,999

S0 - $99,999

27.5%

0.0% 10.0% 20.0% 30.0%

The EXCEL pr
We'll xceY ere d rs fall

. Comp‘ﬂete gear design, ?ham;facturlng and L%
=
7

EXCEL ﬁ&‘msr' o"gm) fo5°

reverse engineering services
* Gear hobbing & grinding from 1"-60"
(To AGMA 15)
* Internal gear grinding from 10"-60"
* Gear shaping to 36" diameter
(9" face width) 7 —
¢ Wind turbine gear boxe hl h speed
spindles, gmggl“h'ews ?a'nd ear -
o Competi prices and
design an
‘f\:‘omm|tments you can

815-623-3414

. 'll'OTAL SERVICAEngMVPI?DNY quotations@ExcelGear.com
SO9001-2008 APPRO www.ExcelGear.com

Introducing Excel-Lent Gear Design Software
providing accurate gear design and analysis that can get anyone
up and running fast—-www.excel-lentsoftware.com
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' 2013 STATE OF THE GEAR INDUSTRY ’

J

"What are your company’s most
significant MANUFACTURING or
/ NGINEERING challenges for 2014?

HANS-JURGEN GEIGER DG | DsKuS

TBT | HELLER
Maschinen-Vertrieb GmbH ELB | NAGEL

SCHAUDT
KEHREN
KARSTENS
MIKROSA
INDEX | ZEISS
BOEHRINGER
GILDEMEISTER
SCHUTTE

AGIE | SCHULER

Gear cutting
machines:

LORENZ | HURTH
PFAUTER | KAPP

High quality used machine tools HANS-JURGEN GEIGER OEREE (HiLee

from Germany since 1968. Bl REISHAUER
. . - D-72555 Metzingen (Germany) LINDNER
Please visit our showrooms: Phone +49 (0)7123,18040 KLINGELNBERG
7000 sqm display area with more than Fax +49(0)7123/ 18384 S
600 machines in best condition. E-Mail geiger@geiger-germany.com
E EAMTM
WWww.geiger-germany.com L\ FOMES :
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“Finding skilled labor”
“Skilled labor”

“Productivity, quality and
lower costs.”

“Many new developments.”’
“Staying competitive.”

“Increasing in-house
tool room efficiency and

quality”

“Improve quality production
level”

“Cost competitiveness,
equipment uptime.”

“Scrap and efficiency”
“Efficiency increase.”

“Entering into highly
technology oriented
market.”

“Machining hindrance to
newer type of gear steels
(tool life improvements
needed).”

“New programs.”
“Controlling cost”

“Improved scheduling and
job tracking.”

“Faster, more powerful
machines at same cost.”

“Sales”

“Planning and
implementing volume
increase while maintaing
launch schedules.”

“Finding good employees.”
“Delivery 95% on time.”
“Sustain quality”

“Keeping up with new
technology”

“Trained candidate
availability”

“Advancing core technology
to new machining process.
Redesign core product to
reduce cost and increase
robustness.”

“Heat treat distortion and
handling.”

“Technically qualified
operators of expensive
equipment.”

“Cutting costs to meet
customer expectations for
price point.”

“Attain world-class quality
level in manufacturing.”

“New software
development, tool
development, general
production improvement.”

To develop gear boxes for
off-road vehicles.”

“Development of cost-
effective products.”

“Finding competent people.
Too much free money out
there!”

“On-time delivery.”

“Introduction of new
product.”

“To install and validate
capacity increase up to
40%.

“Ramping up production on
many new products while
keeping profit margins
healthy”

“Keeping sustainable
growth.”

“Skilled labor, marketing of
products.”’

“Finding qualified
engineering help.”

“Bringing new products
to market with the same
staff”’

“New business.”

“Finding experienced gear
processing engineers.”’

“Cost reductions.”
“Improve equipment.”’

“Manufacturing
engineering and skilled
help (machinists,
electrical and mechanical
technicians).”

“Finding skilled labor”
“Sales”
“Managing growth.”

“Balancing newer
technology with an aging
workforce.”

“Quality and cost-
effectiveness.”

“Keeping up with software
changes.”

“Increased production.”
“Skilled labor”

“Equipment getting old
with no money to invest in
upgrades.”

“To meet reductions
demanded by OEM in sales
price, sustainability in low
volume processing.”
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“Roll out of new product on
schedule’”

“Manufacturing cost and
how gear processes
and methods are to
be developed to get
maximum productivity and
keeping cost on lower side
to counter competition.”

“Sustainable precision
and accuracy in product.
Also consistency in
productivity.”

“On-time delivery”

“Government interference
from a host of government
agencies.”

“Finding new customers
that match our value
propostion”

2013 STATE OF THE GEAR INDUSTRY

“Upgrading aging
machinery”

“Engineering development
lead time is too long.”

“We need to install more
flexible automation.”

“Maintaining sales growth
and keeping work force
under 50”

“Winning new, incremental
business.”

“Finding skilled labor.”

“Drive cost out with
continuous improvement.”

“To perform the same
amount of job, with the
same quality and with less
people. (We had a head
count adjust this year.)”

“Designing for value versus
cost plus.”

“Skilled people.”

“Political uncertanity of
military funding.”

“Cost control”

“Flawless new program
launching, continual cost
savings.”

“The biggest challenge we
currently face is finding
and/or developing skilled
labor”

Full Service Manufacturing - Rebuilds - Heat Treating - Product Testing - Engineering Support

CINCINNATI GEARING SYSTEMS

Youl'llJ.com/cintigearingsystems

34

COMPONENT GEARING

o

—

B
HIGH VOLUME ENCLOSED DRIVES

o A —

Technical Division Executive Committee
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2018 TDEC AWARD RECIPIENT
TOM MILLER,
CGS CHIEF ENGINEER

p: 513-527-8600 | F: 513-527-8635 www.cincinnatigearingsystems.com

b
gearsales@cst-c.com

[www.geartechnology.com]


http://www.geartechnology.com/ctr.php?source=EGT1213&dest=www.cincinnatigearingsystems.com

