2014 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 anonymously,
with invitations sent by e-mail to gear manufacturing
companies around the world.

More than 300 individuals responded to the online survey,
answering questions about their manufacturing operations
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 products are manufactured. They work
for gear manufacturing job shops, captive shops at OEMs
and end user locations.

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

Significant Challenges

Across the board, our respondents indicated pressure
to meet customer demands for higher quality, reduced
lead times and new products, all while struggling to

Gear Industry Optimism — Depends on Where You Are

Over the past nine years, approximately 89% of respondents
indicated some level of optimism regarding their companies’
ability to compete. This year trended slightly downward,
with only about 85% indicating optimism. However, there
was a wide disparity in optimism depending on where

the respondent was from. Within North America, optimism
ranked slightly higher than average, at 90%. Outside North
America, optimism was decidedly lower, at 80%.

Please describe your level of optimism
regarding your company's ability to
compete over the next five years.
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maintain engineering and skilled production capacity.
“Improving quality and on time delivery
“Uncertainty of receiving planned orders.”
“Fewer production people, more engineering

capacity”

“Productivity and quality.”
“New transmission implementation.”
“Internal costs.”
“To meet customers’ increasing quality requirements.”
“Market conditions.”
“New product development
“Skilled labor and rising energy taxes/costs.”
“Implement aerospace mentality.”
“Skill for new products.”
“Meet growing demand, diversify into more products.”
“Shorten lead times.”
“Volume increase through new products.”
“Engineering
“Handling complexity.”
“Technology upgrades and cost reductions.”

“Create higher efficiency products, reduce
development time to market, develop more modular
products.”

“Marketing to new customers.”’
“Develop new PM techniques.”
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Currency Fluctuations

Off-Shoring of Manufacturing...
Rising Cost of Health Care
Political Uncertainty

Supply Chain Issues

Rising Energy Costs
Rising Cost of Materials
Increased Foreign Competition

General Economic Climate

Difficulty in Finding Skilled Labor

0.0 2.0 4.0 6.0 8.0

Significance of each challenge was rated from 1-10, with 10 being the most
significant. Average weighted values are represented here.
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INDUCTOHEAT

An Inductatherm Group Company

FEA computer modeling

Single part process monitoring

Single-shot, scanning, tooth by tooth

Single-coil dual-frequency technology

Wide range of gear & bearing diameters

Hypoid ring, spiral bevel, worm and pinion gears

Just like gears, induction heating is all about
Precision. Inductoheat’s precision controlled, induction
gear hardening systems provide ideal metallurgical
patterns, minimum shape distortion, increased wear
resistance and exceptional contact fatigue strength.

Visit our website to learn more about our induction heat treating equipment! Inductoheat, Inc. - Madison Heights, MI + (248) 585-9393
www.inductoheat.com
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“Justifying investment for new equipment. Determining “Introduction of new processes.”
payback thresholds.” “Quality control”

“New investments in updated technologies.” “Productivity”

“Reduce lead times.” “Increasing production while training new staff”

“Increasing capacity and capability” “Introducing two new gearbox lines””
Employment How does your location's employment level
Gear industry employment was very stable compare with its employment level 10 years ago?
in 2014, with 40% of respondents indicating
no change in their company’s number of 100%
employees,and nearly equal numbers
reporting increased (32.4%) and decreased 80%

(27.6%) employment. However, gear industry
respondents have a fairly positive outlook
toward 2015, with 87.5% indicating they
believe that employment levels will either
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Why Did Your Employment Level More More
Increase?
“Expansion of manufacturing facility.” .
“Busi icki d ¢ » How has your location's LEVEL OF
_ousiness picking Up and new customers. EMPLOYMENT changed in calendar year
Increase in volumes.” 2014 vs. 20137
“Improved car sales require more 100
automatic transmissions.”
“Surge in demand and aftermarket parts.’ 80%
“Business was slow in second quarter, but
picked up in third and fourth quarters.” 60% 0.7
[ . . ”» - (]
Production demand increased. s
“Large increase in new multi-year orders.” 22.1%
“ . ” 14.6%
Staff level was very low in 2013. 20% 9.5% ’ 8.0%
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We were understaffed the previous year.
“Increased business from existing
customers along with new business from How do you anticipate your location's level of
new customers.” employment will change in 2015 vs. 2014?
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Gear Up Your Quality Control

Robot systems for quality control of surface treatment such as grinding and shot peening
by Barkhausen Noise and X-ray stress measurements.

RoboScan system
* automated inspection
e all surfaces with one set-up
* safe, fast and easy measuring,
also on large and complicated parts
* instant feedback
* quantitative results for production control
e environmentally friendly
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For residual stress testing
by X-ray diffraction
Xstress Robot
* reaches hard-to-reach areas
* handles complicated and large parts easily
* provides maximum flexibility and
easy positioning
* js fast and precise

stresstech group

www.stresstechgroup.com




Production OQutput
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Most gear manufacturers (71.7%) either maintained or grew their production output in 2014, while 28.3% indicated a
decrease in output this year. But the future looks a little bit brighter, with only 15.5% expecting decreased production

in 2015, and more than half (54.2%) expecting increased
production levels next year.

How has total PRODUCTION OUTPUT (unit
volume) changed over the last 12 months?
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How much do you expect production
output (unit volume) to change over the
NEXT 12 MONTHS?
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Sales Volume

Gear manufacturers are even more optimistic with regards to sales volume than with employment or production levels.
After a year that saw 42% of respondents experience increased sales, 55.8% are expecting an increase in sales for 2015.

How has total SALES VOLUME
changed over the last 12 months?
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How much do you expect SALES volume to
change over the NEXT 12 MONTHS?
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Skilled Labor

The difficulty in finding and keeping skilled labor remains one of the most significant challenges facing the gear industry.
According to our respondents, the issue confronts gear manufacturers throughout their organizations, with shop floor and
engineering workers the most difficult areas to fill. Although the majority of respondents (58.7%) reported a shortage of
skilled labor, this number is lower than last year. 66% reported a shortage of skilled labor in 2013.

Is your company currently experiencing a
shortage of SKILLED labor?
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Yes No I don't know Does not Apply
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Does your company have a mentoring
program in place for new hires?

56.9%

43.1%
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Capital Spending

82% of respondents work at locations that spent more than $100,000 on capital equipment in 2014.

43% work at locations that spend more than $1 million.
26% of respondents’ companies spent less than last year.
38% of respondents’ companies spent more.

80% of respondents expect to spend the same as 2014 or
more in 2015

How do you expect your location's 2015
capital spending to compare with 2014?
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How did your location's CAPITAL SPENDING
in 2014 compare with last year?
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Honing Machines

Gear Inspection

Machine Tool...

For which production functions do you

expect to purchase equipment in 2015?

(check all that apply)

Gear Hobbing
Machines

Gear Shaping
MaChines - 18-50/0

Gear Shaving
Machines

37.5%

4.0%

Gear Tooth 6.0%

Gear Grinding o
Machines _ 34.0A)

0,
Equipment 31.5%

Bevel Gear
MaChines - 14-0%

Spline Rolling

0/
Equipment 3.5%

Broaching
Machines

Heat Treating - 13.0%
B o

11.0%

Equipment

Deburring

Equipment 14.0%

Non-Gear 52.5%
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Analytical Gear Inspection
« DOB/DOP Gages

e Double Flank Testers

e Single Flank Testers

e Gear Burnishing Machines
e Gear Deburring Machines
e Master Gears

"o Spline Gauges

e REPOWERED By PECo

Gear Inspection Machines
e Contract Gear Inspection

Model: DFTManual Model: DFT500

6161 Webster Street, Dayton, OH 45414

Tel: 937-660-8182

www.gearinspection.com Email: sales@pentagear.com fax: 937-660-4511
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Demographics

1% In what continent are
you located?

m North America
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= Europe How many employees work at your location?
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200  112%
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Engineering 21.4% 40%
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Marketing & 10.0% 1.0%
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products (we are an ies' d i
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Design OEM manufacturer) (We are a job shop) etc.)
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Engineering/R&D

The gears manufactured at this location are primarily:

Purchasing 2.0%
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For Related Articles Search

state of the gear industr‘y

at www.geartechnology.com
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What is the approximate annual The gears (including sprockets, splines, worms
revenue for your company? (If 2 . ot
this location is owned by another and similar components) made at this facility are
company, please use figures from used primarily for (check all that apply):
the corporate parent)
$0 - $99,999 3.0% Aerospace 19.9%
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oS I o1
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From stress relief to case hardening, our

precise carbon control and aerospace qualified
pyrometry produce uncompromised quality.
Harness our leading-edge vacuum technology

to improve the uniformity of your case depths, ATMOSPHERES
minimize distortion and enjoy clean parts with
no IGO (intergranular oxidation). @ solaratm.com

ISO 9001:2008 / AS 9100, Nadcap accredited. &, 1-855-934-3284
A -
| “aa ‘ .
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