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be dashed upon the rocky shores 
of reality.  While employment has 
fallen, manufacturing productivity 
and output has been steadily 
rising across that nearly 40-year 
span, and the reason why isn’t 
going to abate.

The ‘why’ is quite simple – 
automation; whether it is a 
new program, a new app, a 
smart machine or robotics, 
manufacturers and many non-
manufacturers will continue 
to implement automation as 
technology becomes less 
expensive and labor becomes 
more expensive. $15 an hour at 
McDonald’s?  More likely $50 an 
hour – for the person fixing or 
reprogramming the order kiosk or 
hamburger-flipping robot.  Just 
look at history as an example.  

In 1870, nearly 50% of the U.S. 
work pool worked in agriculture. 
By 2008, it had dropped to 
2% that fed a much greater 
U.S. population (38,554,000 in 
1870; 323.1 million in 2016).  
Did agriculture “collapse” as 
has been recently said about 
manufacturing?  Of course not 
– but what caused the decline 
in agriculture employment?  
Yes – it just popped into your 
head – automation, and the 
pace will pick up to pick crops 
given the shortage of migrant 
workers, legal or illegal.  Look 
at other industries: automotive, 
newspapers, textiles – even 
middle management positions 
across all industries began 
to evaporate as the PC and 
programs (remember VisiCalc and 
Lotus 1-2-3) were integrated into 
corporate America.

Keep an eye of this and other 
trends in Metals & Manufacturing 
Outlook each month, and tune 
into the podcast, Manufacturing 
Talk Radio, at mfgtalkradio.com 
each week to keep up on what is 
happening and happening faster.

Best Regards, 
Lewis A. Weiss 
Publisher

Is that a feeling of optimism I 
feel in manufacturing, and even 

non-manufacturing? It has been 
such a rare experience to feel 
somewhat confident about the 
economy after months or even 
years of ‘cautious optimism’ – 
which is just a way of saying “I’ll 
believe it when I see it.”  I’m not 
so bold as to say I am outright 
confident or truly bullish – yet.  
But the GDP number for 2017 
that was forecast in late 2016 at 
around 2.0% if things went well, 
and 2.2% if they went really well, 
is now playing out at 2.75% for 
the year as we observe things in 
October.

I can’t say it’s Trump or Congress 
– yes some adjustments have 
been made that helped the 
manufacturing sector by this 
administration, but the ships were 
already at sea and the headwinds 
were tailing off in late 2016. 
Barring a really asinine event 
like someone sending a nuclear 
missile either East or West, or 
another land war in Asia, this 
economic expansion could just 
become the third longest one in 
U.S. history – although writing 
that may have just jinxed it.

Oh, I almost forgot – in terms 
of headwinds or coral reefs 
just below the surface, there 
is the student loan bubble, the 
automobile bubble that Hurricane 
Harvey may have also wiped 
out, and the HY bond bubble.  
HY means High Yield debt – it 
actually means junk bonds.  It 
seems that investors including 

institutional investors are willing 
to put their money into ‘high yield 
debt’ issued by corporations, 
states, counties, municipalities 
and other countries for a ‘higher 
return’ than other fixed income 
assets. We’re hearing some 
rumblings that the nearly $2 trillion 
high yield bubble will be the next 
one to burst, so we’re not sure 
who or what is actually high.  The 
trick, of course, is debt service – 
if they can’t service that high yield 
debt then issuers could default 
on it en masse, which would be a 
bubble bursting.  It’s more likely 
that they would default and then 
reissue where investors only get 
half a nosebleed.

So, unless we get a sudden 
mess from one (or more) of the 
above, it could be smooth sailing 
through the end of 2017 and into 
2018.  At present, the Institute for 
Supply Management reports that 
manufacturing completed its 99th 
month of expansion – the third 
longest economic expansion in 
the last 100 years. Should this roll 
through Q1 and into Q2 of 2018, 
it will become the 2nd longest 
economic expansion.

One area often repeated as 
concerning is manufacturing 
employment. While we have seen 
improvement in 2017, it is clear 
that employment in manufacturing 
has been falling since its all-time 
peak of 19,553,000 in June 1979. 
There is some ‘cautious optimism’ 
that manufacturing employment 
will move back toward such levels, 
but unless a lot of new factories 
open in the U.S., those hopes will 

PUBLISHERS 
STATEMENT
  BY LEWIS A. WEISS                                  
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Mother Nature had her way 
with us this past month, 

with hurricanes and earthquakes 
causing death and destruction 
that will be mourned for a very 
long time. Despite human efforts, 
millions of people in North 
America will wait long for their 
lives to return to something 
approaching normal. There were 
complaints that not enough was 
done quickly enough, and the 
resulting political spats might 
be termed unpleasant. Further 
instances of gross inhumanities 
continued to plague an already 
turbulent planet.

Through all this the global 
manufacturing climate continued 
its upward swing, again led by 
Europe and North America.

BLS figures for September show 
that 33,000 jobs were lost in the 
month, the first monthly decline in 
employment in seven years. 
           

The situation is due to hurricane 
damage, and analysts do 
not expect it to significantly 
undermine the labor market in the 
long term.

The big loser was Leisure and 
Hospitality, where 111,000 jobs 
were lost. Manufacturing lost 
1,000 jobs.

The ISM PMI figure for U.S. 
manufacturing jumped in 
September  from August’s 58.8 
percent to 60.8 percent. The  
overall economy grew for the 
100th consecutive month. See 
NORTH AMERICAN OUTLOOK.
  
IHS Markit, in a more subdued 
report, puts its September PMI at 
53.1 up from August’s 52.8.

IHS Markit says this signals 
a further improvement in 
manufacturing conditions as 
production rises modestly but 
new order growth softens. Higher 

backlogs see employment up at 
the quickest rate in nine months. 

Cost pressures intensified with 
input prices rising at the quickest 
pace since December 2012 
– this was accompanied by a 
corresponding increase in output 
charges. There was a slight 
increase in export sales.

Raw material prices were up, 
particularly for metals and 
were driven up following recent 
hurricanes. These same weather 
conditions also contributed to a 
further deterioration in supplier 
performance as exemplified by 
lengthening lead-times.
        
The five ISM components are 
equally weighted  at 20 percent 
each. The IHS Markit components 
are weighted: 30 percent New 
Orders, 25 percent Production, 
20 percent Employment, 15 
percent Supplier Deliveries 
and 10 percent Raw Materials 
Inventories.

MANUFACTURING 
OUTLOOK 
  BY ROYCE LOWE                             
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The Bureau of Economic Analysis 
recently released its ‘third’ 
estimate for the annual rate of 
Real GDP growth in the second 
quarter of 2017, putting it at 3.1 
percent, up from the ‘second’ 
estimate of 3.0 percent. The figure 
for the first quarter of 2017 was 
1.2 percent. 
        
GALLUP’s U.S. Economic 
Confidence Index is around the 
+5 level in early October. The 
coincident Job Creation Index is 
still around a record high of +37. 

World crude steel production for 
the 67 reporting countries for the 
month of August was 143.6 Mt, 
up 6.3 percent y-o-y. Capacity 
utilization for the month was 72.2 
percent, up 3.3 percent on August 
2016 and down 0.2 percent on 
July 2017.

U.S. crude steel production for 
August 2017 was 7.064 Mt, up 
6.3 percent y-o-y. 

The WTO says trade on its way 
up. See ISSUES OUTLOOK
 
NAFTA talks ‘hotting up.’ See 
ISSUES OUTLOOK

Boeing versus Bombardier....
read The 220 percent affair article 
in this issue. [Rather, make that 
The 300 Percent Affair as another 
80% tariff was added].
 
The Association of Manufacturing 
Technology reports continuing 
growth in machine tool orders in 
July at $319.7 million.
  
U.S. Durables for August were 
up 1.7 percent on July to 
$232.8 billion, with orders for 
aircraft, computers, autos and 
communication equipment all 
rising.So far in 2017 orders are up 
5 percent y-o-y.
 
Primary Global Aluminum 

Production in August 2017 was reported at 4.954 million tonnes, of 
which 2.640 million tonnes, over 53 percent, were produced in China. 
The Gulf Corporation Council (GCC) produced 411,000 tonnes, North 
America 336,000 tonnes, Western Europe 320,000 tonnes, Eastern 
and Central Europe 339,000 tonnes and Asia, excluding China, 
337,000 tonnes. 

Here are the latest figures for US new car and light truck sales for ‘the 
big eight’ for September 2017..

Metals & Manufacturing Outlook
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THE ECONOMIST magazine, in its latest weekly report on world 
economies, highlights changes in Gross Domestic Product (GDP), 
Industrial Production, Consumer Prices and Unemployment Rates for 
what it considers the world’s major economies. These data are not 
necessarily good to the present day, but are mostly applicable to at latest 
the past two months, and show definite trends in the world economy. The 
figures are qualified as being the latest available, and with reference to 
a given quarter or month.  The figures for GDP represent the % change 
on the previous quarter, annual rate. The industrial production figures 
represent year-on-year changes, as do the consumer prices increases. 
The unemployment figures, %, are for the month as noted.

Manufacturing Laughs
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MANUFACTURING MELTDOWN: 
DON’T LET AN UPGRADE TURN 
INTO A BOTTLENECK   BY MIKE WOMACK                    

Modern manufacturers in 
nearly every sector are 

in constant search of the next 
big upgrade, technology or 
concept that can give them 
a leg up on the competition. 
Whether it be an investment 
into the Internet of Things or as 
fundamental as Six Sigma or 
Lean training, businesses are 
striving to improve. Modern digital 
manufacturing technology or 
efficiency principles can go a long 
way toward making a facility run 
smoother, however, they could 
also end up being the cause of 
yet another bottleneck holding 
back a manufacturing business.
Emerging Technology 
The Internet of Things and 
modern digital technologies have 
incredible potential when it comes 
to manufacturing. Businesses 
can connect nearly every facet of 
their enterprise in order to gather 
data and make real-time informed 
decisions based on analytics. 
However, simply investing in 
the latest technology won’t be 
enough to create a smoother 
running facility.
When it comes to change, 
it makes business leaders 
uncomfortable but it can also 
have a direct impact on the 
workforce. It’s important to ensure 
employees are on board with 
the upgrades and employers 
must provide training along with 
them as well. If employees don’t 
have a complete understanding 
of how these new technologies 

will help them do their job or if 
they don’t have a handle on the 
new systems, they will fall by the 
wayside and be a waste of time 
and money. Furthermore, if there 
are bureaucratic procedures put 
in place to force the workforce 
into utilizing the technology after 
they show a disinterest, it will only 
end up creating a less streamlined 
facility instead of its intended goal 
which is to improve operations.
Clearly communicating with the 
workforce on what they want 
out of modern manufacturing 
technology is a great way to avoid 
this unfortunate situation. If a 
business owner only invests in 
the technology that the workforce 
needs or wants to have, it will 
create much more excitement 
around the upgrade rather than 
worry or resistance. The entire 
goal of incorporating the latest 
technology in a manufacturing 
facility is to improve, not to hinder 
business.
New Processes 
Emerging technologies aren’t the 
only way to create a more efficient 
and productive manufacturing 
business.Concepts like Lean 
manufacturing, Six Sigma or a 
focus on employee engagement 
can have a tremendous impact 
on the way a facility runs. 
However, just as with modern 
manufacturing technology, 
they too can become another 
bottleneck instead of solving a 
problem.

Without a proper plan in place 
and communicating the goal 
to the workforce, any kind of 
fundamental change made to an 
organization will lead to major 
disruptions. These disruptions 
stem from the fact that employees 
are feeling ‘forced’ to follow 
arbitrary new rules for the sake of 
their employer rather than seeing 
it as a way to improve efficiency. 
Clearly discussing how these 
new processes will improve the 
business as a whole and what 
role each individual plays in the 
new system will go a long way 
toward ensuring new processes 
that are meant to make a facility 
more productive and efficient are 
accepted and utilized, rather than 
having the opposite effect.
Manufacturers have so many 
different ways to go about 
improving their business. From the 
latest technology to concepts that 
have been around for decades, 
they all share the same goal, 
fostering a more efficient and 
productive workplace. Yet all 
these improvements can actually 
hurt a business if not handled 
properly and discussed in an 
open manner. There’s nothing 
more frustrating than investing 
time and money in improving a 
business just to have it be the 
cause of entirely new issues and 
bottlenecks. Listing to employees 
needs and wants is a perfect way 
to ensure the time invested will 
not go to waste.
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The Institute of Supply 
Management PMI figure rose 

from 58.8 percent in August 
to 60.8 percent in September, 
representing the thirteenth 
consecutive month of growth in 
manufacturing. There was growth 
in the overall economy for the 
100th consecutive month. 
Of the 18 manufacturing 
industries, 17 reported growth 
in September, in the following 
order: Textile Mills; Machinery; 
Nonmetallic Mineral Products; 
Transportation Equipment; 
Plastics & Rubber Products; 
Paper Products; Wood Products; 
Computer & Electronic Products; 
Food, Beverage & Tobacco 
Products; Chemical Products; 
Fabricated Metal Products; 
Miscellaneous Manufacturing; 
Petroleum & Coal Products; 
Apparel, Leather & Allied 
Products; Printing & Related 
Support Activities; Electrical 
Equipment, Appliances & 
Components; and Primary Metals. 
One industry, Furniture & Related 

Products, reported contraction in 
September compared to August. 
Comments from the vast majority 
of the manufacturing industries 
were very positive, but there was 
some concern about the effects 
of hurricanes on supply chains, 
transportation and commodity 
prices. Further mention was made 
– this month by Transportation 
Equipment people – about labor 
shortages adversely affecting 
in-plant and supply chain 
capacity.
Following is a summary of the five 
major indexes, each weighted 
at 20 percent in calculation of 
the PMI number for September. 
August’s readings are in 
parentheses: 
New orders 64.6 (60.3) 
Production 62.2 (61.0) 
Employment 60.3 (59.9)
Supplier Deliveries.......slowing 
faster 64.4 (57.1)  
Inventories.....growing slower  

52.5 (55.5) 
The following five components 
are not instrumental in the PMI 
calculation, but are an important 
part of the manufacturing 
industry:
Customer Inventories........too low 
42.0 (41.0) 
Prices............increasing faster 
71.5 (62.0) 
Backlog of orders 58.0 (57.5)
New export orders  57.0 (55.5) 
Imports             54.0 (54.5)
Commodities Up in Price
Aluminum (11); Brass; Caustic 
Soda (3); Copper (2); Corrugate 
(12); Freight; Gasoline; HDPE; 
Home Heating Oil; Hydrochloric 
Acid; LDPE; Lumber (3); Memory 
— Computer (3); Nickel; Plastic 
Resins (2); Polyethylene Products; 
Polypropylene; Polyvinyl Chloride; 
Solvents (2); Stainless Steel; Steel 
Scrap — All Types (2); Steel (2); 
and Steel — Hot Rolled (10). 

NORTH AMERICAN
OUTLOOK
  BY ROYCE LOWE         

The Latest Manufacturing 
Reports from the United 
States, Canada and Mexico
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percent from last year, with every 
month but April a new record.
Of the 186,800 light vehicles sold 
in September, 129,731 units were 
light trucks – a category including 
SUVs, pickups and vans, with 
cars, at 57,106 units remaining 
below records set as far back as 
the 1980s.
In MEXICO, new orders and 
production grew at the quickest 
rate in sixteen months, with 
employment up, but not enough 
to prevent the accumulation of 
backlogs. The PMI for September 
was at 52.8, up from August’s 
52.2.
Cost burdens were up, with high 
prices paid for imported materials 
being passed on to customers.
Mexican manufacturers are 
optimistic.
Mexico produced 1.730 Mt of 
crude steel in August, up 5.0 
percent y-o-y.

Commodities Down in Price
None.
Commodities in Short Supply
Capacitors (3); Electric 
Components (4); Freight; HDPE; 
Memory — Computer (3); 
Methacrylates (2); Plastic Resins; 
Polyvinyl Chloride; Resistors; 
Synthetic Fibers; and Titanium 
Dioxide.
Note: The number of consecutive 
months the commodity is listed is 
indicated    after each item.
CANADA saw a strong rise in 
production and new orders 
in September, with suppliers’ 
delivery times lengthening to the 
greatest extent since May 2011 
and price inflation at a three-and-
a-half year peak.
September’s  PMI was at 55.0, up 
from August’s 54.6 reading.
Some firms are attributing 
increasing raw material prices 

– especially chemicals – to U.S. 
supply chain problems in the 
wake of Hurricane Harvey.
There was solid job creation and 
renewed efforts to boost capacity 
in response to rising demand, 
although skill shortages made it 
more difficult to fill vacancies.
There is strong confidence 
regarding growth prospects for 
the next twelve months.
Manufacturers in Alberta and B.C. 
saw the biggest improvement 
while things were mostly 
unchanged in Ontario.
All regions reported increases in 
new orders and employment in 
September.
Canada produced 1.125 Mt of 
crude steel in August, up 11.3 
percent y-o-y. 
Canada sold 186,800 new light 
vehicles in September, a 7.7 
percent y-o-y increase, for a total 
y.t.d. figure of 1.59 million, up 5.5 

 ISO9001:2008 and AS9100C

Metals & Manufacturing Outlook
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Thyssenkrupp AG and Tata 
Ltd have a tentative deal, a 

memo of understanding, to form 
Europe’s second-largest steel 
company. The joint venture will 
be named Thyssenkrupp Tata 
Steel, will be equally owned, 
and finalization is expected early 
next year. E.U. approval will be 
required.
This merger will mean the loss 
of up to 4,000 jobs from a 
combined workforce of 48,000, 
from Tata’s plants in the U.K. 
and the Netherlands and from 
Thyssenkrupp’s operations in 
Germany.
A group led by ArcelorMittal has 
won the race to buy Ilva, the 
Italian owner of Europe’s biggest 
steel plant that was nationalized 
after an alleged environmental 
disaster. Carlo Calenda, Italy’s 
economic development minister, 
signed a decree on Monday 
approving the €1.8bn offer, led by 
the world’s largest steelmaker, in a 
move that will deliver the century-
old industrial concern back into 
private ownership. Ilva includes 
the Taranto steelworks in southern 
Italy, the continent’s largest by 
output capacity, which was 
accused of toxic emissions linked 
to high cancer rates in the area, 
as well as another plant in Genoa 
among other facilities. 
The successful bid for Ilva by the 
AM Investco consortium, which 
also includes Marcegaglia, the 
Italian steel processor, and Banca 
Intesa Sanpaolo, saw off a rival 

offer from a grouping led by JSW, 
Sajjan Jindal’s Indian steel group. 
Nucor will build a Steel-Bar 
Micromill, and will expand its 
Merchant-Bar Operations. The 
company’s board of directors 
approved a steel-bar micromill 
project and announced the 
company is considering five states 
for the project, namely Nebraska, 
Kansas, Missouri, South Carolina 
and Florida. The board of directors 
also approved the expansion of its 
existing merchant-bar operations 
in either Illinois or Ohio. Both 
the micromill project and the 
expansion of its merchant-bar 
operations are part of Nucor’s 
planned strategy for long-term 
profitable growth. The company’s 
bar mills have generated 
significant value in the past, and 
are expected to continue to do so.
Austria is where the B.O.P. (Basic 
Oxygen Process) for making 
tonnage steel was developed back 
in the late 40s-early 50s, in fact 
at the time it was called the LD 
process, after Linz and Donawitz, 
the two places involved.
It was recently announced 
from Austria that Voestalpine, a 
major steelmaker, plans to build 
Europe’s first new steelworks in 
over forty years.
The plant, tagged at $390-410 
million, will completely replace an 
existing 100 year-old plant at the 
same site – in Kapfenberg – and 
will manufacture high-performance 
steels for international aerospace, 

auto and oil and gas industries. 
The new facility will create some 
3,000 jobs, plus an additional 
1,000 during construction, which 
will commence in 2018. Capacity 
will be some 200,000 tonnes 
of high-performance steel per 
annum, and start-up is scheduled 
for 2021. The plant will be 100 
percent powered by renewable 
energy sources.
Locomotives and rail cars were in 
the news of late, when Siemens 
AG was talking to Alstom SA 
and Bombardier Inc regarding 
potential rail combinations, 
giving Siemens two options 
to pursue consolidation in the 
industry – this at a time when all 
three companies face increased 
competition from industry leader 
CRRC Corp of China. The 
Chinese company has about half 
the global market for rail cars 
and locomotives, Bombardier 
and Siemens 12 percent each 
and Alstom 11 percent. CRRC 
has won orders, including transit 
contracts, in such U.S. cities as 
Boston, Philadelphia and Los 
Angeles.
The negotiations ended with 
Siemens and Alstom getting 
together, leaving Bombardier 
going through a double whammy 
following its recent problems with 
its C series aircraft.
India meanwhile is looking 
to get a bullet train to run 
between Ahmedabad in Gujarat 
to Mumbai in Maharashtra, a 
distance of 500 kms. The project 
will cost $16.9 billion and will 
be financed by a 50-year loan 
from Japan at 0.1 percent annual 
interest. Completion is due in 
2022, when the time of the trip 
will be cut from eight to three 
hours. The train will travel at 
350 km/hour, there will be 12 
stations and a seven kilometer 
undersea tunnel. Indian Railways 
dates from 1853, is the world’s 
fourth largest and employs 1.4 
million people. It runs 19,000 
trains-12,000 passenger, 7,000 
freight daily. India is promising a 
$130 billion modernization of its 
infrastructure.

METALS OUTLOOK 
  BY ROYCE LOWE                                
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Under CEO Jim Hackett, the 
Ford Motor Company will 

cut costs by $14 billion and drop 
some car modals. The aim is a 
Ford future of SUVs, trucks and 
electrification. There will be a 
reduction in material costs by $10 
billion and in engineering outlays 
by $4 billion over the next five 
years.

Ford has formed an independent 
unit dubbed Team Edison that 
will get the company into the EV 
business. The promise is for a first 
long-range model in 2020.

U.S. House lawmakers passed 
a wide-ranging bill to speed the 
introduction of self-driving vehicles 
championed by tech and auto 
companies racing to deploy and 
develop the technology. This will 
effectively allow innovation without 
government interference.

There is no dearth on news on 
electrification of the automobile 
these days, nor is there likely to be 
for many years to come. Nissan 
is bringing out a new version of 
its LEAF model, a follow-up to 
its innovative model some seven 

years ago that sold 280,000 
units: the new model, with a 
range of 400 kms (250 miles) 
will be available in Japan this 
October for $29,000. The model 
is semi-autonomous and the 
vehicle will automatically be kept 
in one lane on the highway and 
may be parked without human 
intervention.

We’ve all heard of Sir James 
Dyson, he who turned the vacuum 
cleaner and the hand dryer on 
their heads. Well he too is in the 
game, with $3.5 billion going into 
the pot to develop an electric car. 
Sir James assures us that his car 
will be neither a sports model 
nor very cheap; in fact it will be 
radically different. There’s no 
point producing something that 
looks like everyone else’s. The 
man is also ‘producing’ his future 
engineers whilst training lucky 
applicants to help in his future 
developments while thay are 
being paid to learn how to do it. 
Watch this space; the results will 
be interesting.

Volvo plans to start production 

of its top-selling U.S. model, 
the XC90 SUV, in the U.S. from 
2021, and is constructing a 
plant in Charleston S.C. to that 
effect. The S60 sedan will start 
production next year when 
the plant opens. Transferring 
production of the SUV from 
Sweden will bring the total 
capacity to 150,000 vehicles per 
year.

As part of Volvo’s electrification 
strategy, the next-generation 
XC90 will consist entirely of mild 
hybrids, plug-in hybrids and fully 
electric versions.

There has been a dramatic 
global expansion by Volvo 
since its purchase from Ford 
by China’s Geely Holding 
Corporation in 2010. The group 
aims to grow another 50 percent 
to 800,000 units by 2020.

And last, certainly not least, VW 
is planning electric versions of all 
its 300 models by 2030 and will 
start with $20 billion plus another 
$50 billion to buy batteries to 
power said cars.

Metals & Manufacturing Outlook

AUTOMOTIVE 
OUTLOOK 
  BY ROYCE LOWE                                
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Boeing has upped one of its 
many forecasts for aircraft 

demand, this one for China, to 
$1.1 trillion in its 20-year outlook. 
This translates to a forecast need 
for over 7,240 aircraft, or 6.3 
percent up on its 2016 forecast. 
China’s fleet size is expected to 
grow at a pace well above the 
world average, and almost 20 
percent of new global aircraft 
demand will come from China.

Boeing has a memo of 
understanding with Malaysian 
Airlines for the supply of eight 
787-9 Dreamliners and eight 
additional purchase rights for 737 
Max 8s. Delivery of the $1 billion 
contract will start in May 2019.

CFM International, a joint venture 
between GE Aviation and France’s 
Snecma, and manufacturer of 
LEAP (Leading Edge Aviation 
Propulsion) jet engines, has a 
contract to supply 64 engines 
to Cathay Pacific Airlines in 
2020 for 32 Airbus A321 neo 
aircraft. Each partner in CFM 
manufactures engines at its own 
plants and supplies Airbus – A320 

neo; Boeing – 737 MAX and the 
Commercial Aircraft Corporation 
of China for its planned C919 
narrow-body jet.

Arconic, the former Alcoa 
business supplying rolled 
products, castings, forgings 
and extrusions to transport, 
construction and other industrial 
markets, recently reported that 
a titanium bracket it produced 

and supplied to Airbus has 
earned the status as the first 
such part produced by additive 
manufacturing (3Dprinting) to be 
installed on a commercial aircraft 
in series production.(The part 
had previously been installed 
on a test plane.) The brackets 
are produced by Arconic for the 
Airbus A350 XWB program at its 
plant in Austin TX.

AEROSPACE OUTLOOK 
  BY ROYCE LOWE                                

Manufacturing Laughs
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GLOBAL PMI OUTLOOK
  BY NORBERT ORE                                  

While manufacturing continues 
its rapid expansion 

globally—particularly in the 
Eurozone, UK, and U.S.—non-
manufacturing is now showing a 
marked improvement. Year-to-date 
the manufacturing PMI index has 
averaged 56.7 in the Eurozone, 
55.5 in the UK, and 57.1 in the 
U.S. The U.S. NMI accelerated 
to 59.8 in September, marking 
the fastest rate of growth in the 
current 93-month expansion of the 
non-manufacturing sector.

The Eurozone PMI (58.1, +0.7) set 
a 77-month high while posting a 
51st consecutive month above the 
50 percent mark. The Eurozone’s 
manufacturing expansion 
continues to be led by Germany 
(60.6, +1.3), Netherlands (60.0, 
+0.3), and Austria (59.4, -1.8). For 
the fourth consecutive month, all 
eight EA countries reported a PMI 
above the 50 percent mark.

15 months have passed since the 
Brexit vote in the UK. During that 
time, the UK PMI has averaged 
54.7 with a high of 57.2 and a low 
of 48.4. In September, the UK 
(55.9, -0.8) posted another strong 
month. Simply, Brexit has not been 
detrimental to the manufacturing 
recovery to this point.

China’s Official Report, the 
CFLP PMI (52.4, +0.7) continued 
above the 51-mark for the twelfth 
consecutive month with gradual 
improvement being obvious. 
The Caixin China General 
Manufacturing PMI (51.0, -0.6) 
provided a weaker signal in a four-
month expansion after a one-
month decline. Understanding 
China’s growth rate is always 
challenging, but the current data 
makes a case for persistent 
expansion.

India’s manufacturing sector, and 
the posting of September’s PMI 
(51.2, unch) indicate a slowness 
to adapt to the new Goods & 
Services Tax being implemented. 
Taiwan’s CIER/SMIT PMI (58.7, 

-0.1) continues to post very strong 
numbers, particularly in its premier 
industry’s (Computers, Electronic 
and Optical Products) September 
PMI of 64.2 percent.

Metals & Manufacturing Outlook
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ISSUES OUTLOOK 
  BY ROYCE LOWE                                  

The WTO recently upped its 
global trade growth estimate 

for 2017 from 2.4 to 3.6 percent, 
a substantial improvement on 
2016’s 1.3 percent.

This is welcome news, but 
substantial risks that threaten the 
world economy remain in place 
and could easily undermine any 
trade recovery. It is possible that 
protectionist rhetoric translates 
into actions, that geopolitical 

tensions arise and that economic 
tolls come from natural disasters. 
These are the concerns of 
Roberto Azevido, Director general 
of the WTO.

NAFTA talks are becoming a 
proverbial ‘war of words.’ It 
has been said that ‘significant 
progress’ is being made, but no 
details are being released. There 
are tariffs on softwood lumber 
and a fight over Bombardier 

aircraft sales – that may be linked 
to NAFTA. Justin Trudeau says 
he ‘won’t do business with a 
company (Boeing) who is trying to 
sue us.’

Some 77 percent of Canadians 
want their government to walk 
away from talks if a ‘good deal’ 
cannot be secured. Sounds like 
Brexit.

In North America, Canada (55.0, 
+0.4) reported growth for the 
19th consecutive month and 
has averaged 54.9 YTD. Mexico 
(52.8, +0.6) recorded its 50th 
consecutive month of growth with 
new orders and production on an 
upward trend.

Natural Disasters

The monthly PMI and NMI 
series are of interest to supply 
chain managers and analysts in 

government, industry, and the 
financial markets. The indices 
take on added significance when 
faced with natural disasters such 
as Hurricanes Harvey, Irma, and 
Maria or the 2011 tsunami in 
Japan. These events become 
particularly challenging to supply 
chain managers as their top 
priority is to maintain continuity of 
supply.

The challenge with natural 
disasters is that supply chains 

are faced with many uncertainties 
in “re-establishing” continuity of 
supply. Based on September’s 
PMI and NMI series, the

U.S. economy is strong and 
well positioned to respond 
to these challenges. But the 
“reestablishing” phase in this 
case is complicated by the 
number of events and the lack of 
infrastructure on the islands.
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ENERGY OUTLOOK 
  BY ROYCE LOWE                                  

GE, through its Renewable 
Energy Business,  is 

introducing a 4.8 MW Wind 
Turbine, for onshore sites with 
low-medium wind speeds, as 
found in such locations as Turkey, 
Germany and Australia. The 
turbine, the company’s largest to 
date, features a 158m rotor and a 
range of tip heights up to 240m.

TESLA is half way to building 
the world’s biggest battery in 
South Australia. The plan for 
the 100MW lithium battery grew 
from a Twitter bet between Tesla 
boss Elon Musk and Australian 
software entrepreneur Mike 
Cannon-Brooks.

Musk said Tesla would build a 
wind-charged battery in 100 days 
or the state would not have to 
pay for it. It is designed to help 
prevent power outs that regularly 
hit the region. Tesla won a bidding 
competition and teamed up with 
France’s Neoen, which will build a 
wind farm alongside the battery.

Manufacturing Laughs
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IHS Markit’s Eurozone 
Manufacturing Composite 

Purchasing Managers’ Index 
(PMI) rose from August’s 57.4 to 
58.1 in September, in the midst 
of job creation growth that hit 
a survey-record high. The PMI 
represents a 79-month high, 
along with expansion in Eurozone 
manufacturing for the 51st 
consecutive month.

Production and new orders 
expanded across all nations 
covered, and production 
expanded at the fastest pace in 
alomost 6.1/2 years

There were strong increases 
in new orders and increased 

EUROZONE levels of new export work. The 
increases in production and new 
orders tested manufacturers’ 
capacity and culminated in the 
steepest backlog increases in 
over 11 years.

The outlook is positive for the 
eurozone manufacturing sector.

Crude steel production in 
Germany in August was at 3.629 
Mt, up 3.3 percent y-o-y; in Italy 
1.093 Mt, up 0.4 percent y-o-y; in 
France 1.135 Mt, up 15.5 percent 
y-o-y and in Spain 1.092 Mt, 
down 2.7 percent y-o-y.

Russia’s crude steel production 
for August was at 5.600 Mt, down 
5.0 percent y-o-y; Ukraine’s was 
1.800 Mt, down 5.5 percent y-o-y. 

Car sales in Germany and the UK, 
Europe’s two largest markets, 
were both down in September, 
pushing the sales figure for 
Western Europe down by 2.8 
percent from 1.4 million to 1.36 
million. Germany was down 3.3 
percent, the UK 9.3 percent, with 
France up 1.1 percent and Italy 
and Spain up 8.1 percent and 4.6 
percent respectively.

 IHS Markit reports manufacturing 
in the UK seeing solid growth at 
the end of the third quarter, with 
the PMI for September easing 
back from August’s 56.7 to 55.9.  
There was further solid growth 
in production, new orders and 
employment, and input price 
inflation was at a six-month high.

Companies reported solid 
demand in both domestic and 
export markets, with increased 
sales to Europe, the U.S., China 
and Brazil.

Employment, although up 
at a rate slightly slower than 
August’s three-year record, 
remained broad-based across 
the consumer, intermediate and 
investment goods industries, but 
vendor lead-times lengthened 
to the greatest extent since April 
2011.

There was a fall in productivity 
of manufacturing supply 
chains as suppliers failed to 
meet delivery promises with 
performance weakening to the 
greatest extent for 6.1/2 years. 
There were capacity constraints 
and problems with commodity 
shortages in food, but also in 
other materials such as steel and 
plastics.

 UK car registrations fell  for 
the sixth straight month in 
September, by over 9 percent 
y-o-y, according to the Society of 
Motor Manufacturers and Traders 
(SMMT). There seems to be 
business uncertainty and a lack of 
consumer confidence.

The UK produced 0.549 Mt of 
crude steel in August, up 7.9 
percent y-o-y.

GLOBAL OUTLOOK
  BY ROYCE LOWE                                  
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75 Lane Road, Fairfield, NJ 07004 •  Direct 973.276.5000 • Fax 973.276.5050 • Toll Free 800.600.9290 • www.SteelForge.com

MAX. WIDTH 120” 120” 27” 60” 65”

MAX. WEIGHT 60,000# 60,000# 15,000# 10,000# 15,000#

MAX. O.D. 84” 84” 50” 72” 52”

MAX. LENGTH 108” 108” 65” 96” 65”

MAX. DIA. 96” 96” 50” 80” 65”

MAX. WEIGHT 75,000# 75,000# 20,000# 15,000# 10,000#

MAX. O.D 108” 108” 84” 80” 80”

MAX. LENGTH 65” 65” 40” 65” 65”

MAX. LENGTH 420” 220” 144” 220” 144”

MAX. WEIGHT 75,000# 75,000# 20,000# 10,000# 10,000#

NON-FERROUS ALLOYSFERROUS ALLOYSSIZE/
WEIGHT

SHAPE
TitaniumAluminumStainlessCarbon, Alloy 

& Tool

NICKEL, 
COBALT & 
SPECIAL 
ALLOYS

FLAT BAR/BLOCKS

CYLINDERS/SLEEVES

DISCS/HUBS

ROUNDS/SHAFTS (with steps or flanges)

Titanium Alloys 
Commercially 
Pure 
4AL-3MO-1V
4AL-4MN 
5AL-2.5SN 
6AL-2SN  -4ZR-2MO 
6AL-2SN  -4ZR-6MO 
6AL-4V 
6A1-6V-2SN 
7AL-4MO 
8AL-1MO-1V 
13.5V  -11CR-3AL 
Ti17

Aluminum Alloys
2014 
2024 
2219 
5083 
5086 
6061 
6063 
7049 
7050 
7075 
7079
7175 
7475

Copper Alloys
C10100
C10200
C11000
C12300
C15000
C17000
C18200
C28000
C46400
C62300
C63020
C65500

Nickel, Cobalt,
Special Alloys 
A-286 • AM-355 
Custom 450, 455 
Ferralium 255 
Hastelloy B2 
Hastelloy C276, C, 
N, S, W, X
Haynes 188, 230, 25 
Incoloy 800, 825, 832, 
890, 901, 925
Inconel 600, 601, 
617, 625, 690, 702, 
706, 713, 718,  722, 
725, 738, 750, 751 
800, 825, 902, 903
Invar 36, 42 
Jethete M151, M152
Kovar, Rodar, L605 
Nickel, Cobalt,
Special Alloys 
Maraging 250, 300, 
350 
Monel 400, 500 (K) 
Nickel 200, 201 
Nitronic 40, 50, 60 
N155 
Multimet
Nimonic 75, 80, 90 
Rene 41 - 125 
Udimet 500, 700 
Vascojet 1000  
Waspalloy 
Zirconium 32
20 CB 

300 Series 
302 
303 
304L
309 
310 
314
316L 
317L 
321
322 
329 
330 
333 
347 
348 
400 Series 
403
405 
409 
410 
414 
416 
418 

420 
422
429 
430F 
431 
440A,C 
442
446 
500 Series 
501
502
Stainless 
Steel PH 
Grades 
13-8MO 
15-5PH 
15-7MO 
17-4PH 
17-7PH 
Greek 
Ascoloy 

CARBON 
1006
1008
1010
1015
1018
1020 
1022 
1023 
1025 
1026 
1029 
1030 
1035 
1040 
1045 
1050
1055 
1060
1070 
ALLOY 
2315 
2340 
2515 
3140 
3145 
3150 
3310 
3312 
3315 
4015 
4017 

4020 
4023 
4037 
4085 
4112 
4115 
4120 
4125 
4127 
4130 
4135 
4140 
4142 
4145 
4150 
4155 
4160 
4215 
4320 
4330
4335 
4340 
4615 
4620 
4630 
4640 
4720 
5150 
6120 
6140 
6145 
6150 
6170 

6470 
7290 
8140 
8150 
8160 
8615 
8617 
8620 
8630 
8640 
8642 
8645 
8720 
8735 
8740 
8750 
9115 
9260 
9310 
9315 
9317 
9430 
9840 
9850
TOOL
A2 
A6 
A10 
D2 
D3 
D5 
D6 
H11 

H12 
H13 
H21 
H26 
H43 
M2 
P20 
S1 
S5 
S7 
T1 
W1 
W2
SPECIAL 
GRADES
D6AC 
HY80 
HY100 
F-11(1 1/4 CR-
1/2 MO) 
F-22(2 1/4 CR-1 
MO) 
F-5(CR-1/2MO) 
F-91 
17-22 A 
17-22 AS 
17-22 AV 
Nitralloy 135N 
52100 
LF1, LF2, LF3

Stainless Steel

RINGS, ROLLED/CONTOURED/ 
HAND FORGED

Open Die Forgings & Seamless Rolled Rings
Inconel 600 • 625 •702 • 718 • 722 • 725 • Hastelloy C276 • Hastelloy X
Haynes 188 • Monel • Incoloys • Waspaloy • Maraging • A286

Call for Competitive Quote

ISO REGISTERED
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There was expansion in China 
in September but at a softer 

pace than in August. The PMI for 
September eased back to 51.0 
from August’s 51.6 reading. 
Input prices and output charges 
were both up sharply.
CHINA produced 74.594Mt of 
crude steel in August, up 8.7 
percent y-o-y; Japan 8.731Mt, 
down 2.0 percent y-o-y; India 
8.474Mt, up 4.1 percent y-o-y  
and South Korea 6.160Mt, up 4.9 
percent y-o-y. Taiwan produced 
1.960Mt in August, up 6.8 percent 
y-o-y.

China light vehicle sales, SUVs, 
sedans and minivans were up 
4.1 percent y-o-y to almost 1.9 
million units in August, and up 
5.3 percent to almost 2.2 million 
vehicles when trucks and buses 
are included.

China registered 55,000 electric 
passenger cars in August, a 68 
percent increase y-o-y, with a 
282,000 y.t.d. figure for the first 
eight months, up 45 percent 
y-o-y.

Growth was sustained in 
JAPAN’s manufacturing sector 
in September, with production 
and new orders – both domestic 

and export - rising at accelerated 
rates. Job creation was still solid, 
but employment growth was at its 
weakest since November 2016. 

Cost pressures intensify, with 
higher prices the norm for metals 
and petroleum-related products.

The PMI for September was up 
from August’s 52.2 to 52.9.

INDIAN manufacturing saw 
new orders and production 
up in September, with a PMI 
unchanged from  August’s 51.2 
reading. India saw the fastest 
drop in finished-goods inventories 
observed in the survey’s history, 
and staffing was raised at the 
fastest pace since October 2012. 

The recently-introduced G.S.T. 
together with increased prices 
for steel and petroleum products 
caused cost pressures to intensify 
in September and firms reacted 
by a marginal increase in output 
prices.

Metals & Manufacturing Outlook

ASIA

GLOBAL OUTLOOK
  BY ROYCE LOWE                                  
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Brazil saw production growth 
the strongest since May, with 

an accompanying upturn in new 
orders, both domestic and export. 
Input cost inflation was at a six-
month peak in September.

The PMI for September was at 
50.9, unchanged from August’s 
figure.

 The job-shedding rate was slight 
and employment increased at 
consumer goods producers for 
the first time since February 2015.

Business sentiment improved with 
manufacturers expecting product 
diversification, economic recovery 
and investment in machinery to 
support growth in the coming 
year.

Brazil’s crude steel production for 
the month of August was 2.955Mt, 
an increase y-o-y of 1.2% 

The JP MORGAN GLOBAL 
MANUFACTURING PMI – a 
composite index produced 
by JPMorgan and IHS Markit 
in association with ISM and 
IFPSM (International Federation 
of Purchasing and Supply 
Management) – stayed at 
August’s (revised) 75-month high 
of 53.2. 

The rates of improvement were 
similar across the consumer, 
intermediate and investment 
goods sectors.

Growth accelerated in the 
eurozone (79-month high); the 
U.S. and Japan (4-month high), 
but slowed slightly in China, the 
UK and Taiwan.

Input cost inflation was up to a 
7-month high, a key factor in the 
sharpest increase in selling prices 
since May 2011.

SOUTH AMERICA

GLOBAL OUTLOOK
  BY ROYCE LOWE                                  

 ISO9001:2008 and AS9100C
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The following information is 
condensed from the NACM.org 
Credit Manager’s Index report.
For the full report, please visit CMI 
Credit Managers’ Index under 
News at NACM.org.

Don’t look now, but we seem 
to have the start of a trend 

and it is a positive one at that. 
In August, there were gains in 
the combined index. Now, in 
September, these gains have 
been amplified considerably. 
The pattern that has started 
to manifest in the latest Credit 
Managers’ Index (CMI) matches 
nicely with the patterns that 
are present in a variety of other 
measures, according to NACM 
Economist Chris Kuehl, Ph.D. 
“The Purchasing Managers’ 
Index is as robust as it has been 
in a year, with readings above 
57. There has been positive 
growth in the capacity utilization 
numbers, although these are 
still a bit short of ideal.” The 
news from this month’s CMI is 
even more encouraging when 
one looks at the details and the 

subindex readings. The majority 
of the progress is seen in the 
favorable factors. However, there 
remains some weakness in the 
unfavorable factors, but there was 
progress in both sectors. 

The combined score this month 
is 56.5, the best number that has 
appeared this year—above even 
the 56.1 that had been notched 
in June. “The hope is that this 
may be the start of a nice little 
trend for the end of the year,” 
noted Kuehl. The combined score 
for the favorable factors is even 
more encouraging because it is 
now sitting at 63.5, the highest 
since April of this year when it hit 
63.6. In fact, all of the subindex 
numbers are in the 60s. That 
has not happened in several 
months—not since April of this 
year. The index of unfavorable 
factors also trended up a bit from 
50.3 to 51.8, another record level 
for the year. Granted, a reading 
of 51.8 is not all that deep into 
expansion territory (anything 
above 50), but the majority of the 
subindex readings are now in the 

50s. 

Breaking down the favorable 
subindex readings provides some 
genuine enthusiasm. The sales 
category hit 67.3. That is the best 
reading all year, exceeding the 
66.5 that was posted in June. The 
fact is that sales across most of 
the categories have become more 
robust. New credit applications 
fell back just slightly from 61.2 to 
60.5, but even with this decline, 
the readings have remained in 
the 60s. The dollar collections 
data returned to the 60s from the 
58.9 reading seen in August. It is 
now at 60, which is good news 
because this category has been 
very volatile over the last several 
months. The amount of credit 
extended stayed roughly where it 
was the month before as it moved 
from 66.7 to 66.3. “There is still 
evidence that most of the credit is 
being issued to some of the larger 
companies,” said Kuehl. 

The improvements in the 
unfavorable categories were a bit 
more subtle, but it is encouraging 
that all except one of these 
readings has now escaped the 
contraction zone. The rejections 
of credit applications moved 
from 52.2 to 52.5. That matches 
well with the improvement in 
the number of applications, as it 
suggests that those seeking credit 
are worth issuing it to, said Kuehl. 
The improvements continue with 
the data for accounts placed for 
collection. The reading is back in 
expansion territory at 50.3, the first 
time this number has been above 
that 50 line all year. The gains 
in disputes were also significant 
and allowed that category to 
escape the contraction zone. It 
is now sitting at 51.7 and that is 
as high as it has been all year. 
Only in June has this reading 

Metals & Manufacturing Outlook

CREDIT MANAGER’S OUTLOOK
  BY CHRIS KUEHL                                  
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been in expansion territory and 
that reading was 50.4. One of the 
more closely watched readings 
has been the dollar amount 
beyond terms. It is back in the 
expansion zone as well (50.4). The 
current reading matches some of 
the higher readings for the year. 
The dollar amount of customer 
deductions improved a little, but 
is the only reading to remain in the 
contraction zone at 49.8. There 
was also some improvement in 
the filings for bankruptcy readings 
as well (55.3 to 56.2). “All in all, 
the unfavorables remain close to 
contraction, but for now they are 
all trending positive,” said Kuehl.

Manufacturing Sector 

The performance in the 
manufacturing sector has been 
far more positive than had been 
expected in the country as a 
whole, noted Kuehl. “Much of this 
can be attributed to a boost in 
exports over the last few months. 
The dollar has weakened enough 
to give U.S. exporters a bit of an 
edge and, most importantly, the 
countries the U.S. sells to (such 
as Europe) have seen enough 
growth to be able to buy from 
the U.S. again.” The overall 
score was similar to the month 
before as it went from 55 to 55.9. 
The combined score for the 
favorable factors improved from 
62 to 62.1—a minor move, but 
the important point is that these 
numbers are remaining in the 
60s. The combined score for the 
unfavorable readings is 51.8, as 
good as it has been all year. 

The details are important as well 
as they tell a more complete 
story. The sales numbers surged 
high into the 60s with a reading 
of 65—nearly as robust as the 
reading in June. The new credit 
applications reading fell by quite a 
bit and tumbled out of the 60s to 
a reading of 59 from the previous 
month’s 61.8. “There is some 
support for the notion that only 
the more qualified are seeking 
credit right now and credit is being 

issued somewhat cautiously,” 
said Kuehl. The dollar collections 
reading improved from 59.3 to 
60.4. There is some hope that 
the volatility in this category will 
ease a bit. The amount of credit 
extended sagged a little from 
the 66.1 reading last month, but 
remains comfortable at 64. 

The nonfavorables showed 
some solid improvement as 
well. The rejections of credit 
applications slipped a bit, but not 
by a significant degree, as it went 
from 52.8 to 52.5. The accounts 
placed for collection escaped the 
contraction zone with a reading 
of 50.1 after the 49.7 reading in 
August. The disputes category 
also improved from a reading 
of 47.3 to one of 53. That is a 
generally good signal that credit 

has become more stable. The 
volatile dollar amount beyond 
terms also saw improvement 
(from 49.2 to 51.9). “Along with 
the dollar collections data, this 
has been a reading that has been 
defying trends with one month 
up and the next down,” said 
Kuehl. “It will be good to see more 
stability in the slow pay category.” 
The dollar amount beyond terms 
also got back to the expansion 
zone with a reading of 51.9. Dollar 
amount of customer deductions 
stayed in the contraction zone 
with a reading of 48.5—slightly 
better than the 48 that was 
notched in August. The filings for 
bankruptcies slipped a bit from 
55.5 to 54.7. Overall, there were 
improved readings in most of 
these categories; all but one of 
them is now in expansion territory.
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#5 - The Diversification Threat

Mid-market manufacturing 
didn’t gain it’s foothold through 
diversification. Back when U.S. 
manufacturing was in its heyday, 
prosperity came from a handful 
of key customers, and there was 
little need to explore new markets 
and sources of revenue. Business 
was stable, and consistently 
grew year over year, as OEMs 
continued to have prosperous 
sales.
But the “offshoring” period a 
few decades back, and more 
recently, the “great recession”, 
dramatically impacted the way 
these organizations looked at their 
supply chain, vendor management 
and sourcing costs. In addition, 

advancements in technology, 
from additive manufacturing 
to ERPs, shifted the way these 
companies could more effectively 
reduce costs, including bringing 
operations in-house never before 
considered, and eliminating 
costly, paper-laden administrative 
processes. These shifts have 
forever changed the way business 
operates, and the old “tried-and-
true” approach of maintaining 
the status quo is a sure way to 
secure a company’s demise in the 
long-term.
But even faced with this 
knowledge, many mid-market 
manufacturing leaders are 
struggling to right the ship. In 
a qualitative survey of 50 mid-
market manufacturing CEOs 
across the midwest region:

• 65% are currently serving the 
same core industries they have 
since their founding
• 95% are only serving 2 primary 
industries, both of which are tied 
to each other economically
• 100% have 65% or more of 
annual revenue tied to ONE 
primary customer
• 85% create new products 
SOLELY based on responses to 
customer requests
• 90% say they do not have the 
necessary time or resources to 
enter new markets
• 45% say they have no interest or 
see no need for change
 
There are really only three 
causes to these CEO behaviors 

THE 10 HIDDEN THREATS TO 
MANUFACTURERS 
  BY ANDREA OLSON                                  

Parts #7 through #10 
of a 10-Part Series
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- resistance to change, fear of 
failure, and not knowing how to 
effectively implement change. 
These three causes work part and 
parcel with each other, and often 
manifest through inaction and/
or hyper-refinement of minutiae. 
But the lack of expansion and 
exploration exponentially puts 
the organization behind the 
curve, as the pace of change 
continues to accelerate. The need 
for diversification is more critical 
than ever, and ignoring this threat 
simply limits the organization’s 
ability to effectively adapt to a 
changing environment.
The Diversification Threat 
encompasses 4 key components:
1) Over dependence on a single 
industry and/or customer. This 
is fairly obvious, but many 
companies struggle with getting 
out of this trap. While the CFO 
wrings his hands about the 
financial risk, the rest of the 
C-Suite grapples with trying 
to steer an organization into a 
new market/area/application, 
which is often met with high 
resistance. This stems from 
“comfort in complacency”, where 
the familiar and consistent take a 
stranglehold on the organization. 
If the organization’s culture hasn’t 
been used to consistent change, 
they won’t suddenly be open and 
capable of embracing it. These 
companies’ leaders need to start 
with understanding and shifting 
culture before the goal of industry 
and market diversification can be 
achieved. It’s not about selecting 

an industry, product or targets - 
it’s having the organization behind 
you to support and implement the 
strategy.
2) Lack of infrastructure/incentive 
for sales diversification. It’s easy 
enough to say your organization 
wants to get into new markets, but 
it’s a completely different story to 
actually implement it - especially 
in sales. If your sales team is 
incentivized by short-term revenue 
generation, there’s no impetus to 
take the long road to build new 
customer bases, explore new 
markets, or other activities that 
don’t have immediate returns. In 
addition, without market insights 
and actionable information, such 
as target prospects (including key 
contact information), the ability 
of sales to effectively penetrate 
a new market is severely limited. 
Building the right infrastructure, 
with the necessary supporting 
tools, is essential to change talk 
into action.
3) No proactive insights and 
development of truly new 
offerings. Don’t get me wrong 
- manufacturers make new 
products all the time. Yet, most 
often, these new products 
aren’t really new. They are line 
extensions of existing products, or 
“improved” versions of competitor 
offerings. Manufactures often 
don’t push the envelope in 
creating a new innovation, 
typically because their customers 
are steering them in a direction 
that’s centered on their own 
business, and not sales potential 

in a broader sense. Innovation 
isn’t being driven by suppliers, but 
rather in reaction to a customer 
request, which generates only 
a short-term revenue gain (with 
often heavy R&D costs to boot). 
To effectively compete and 
diversify, manufacturers need to 
capture insights on big picture 
market needs, and invest time and 
resources to capitalize on them. 
This will not only generate new 
perspectives internally, but help 
build a culture of innovation.
4) Not understanding what 
business you’re in. This sounds 
like a wildly stupid statement. Why 
wouldn’t a company know what 
business they are in? Sadly, many 
don’t. If you ask a manufacturer 
what they do, you’ll either get an 
answer about operations (we’re a 
contract manufacturer) or about 
product (we make microwaves). 
The problem here is two-fold. 
One, this is a “current state” 
perspective - and is limited to 
the scope of current resources 
and customers, not larger market 
potential. Two, this only addresses 
existing product output - not 
the organizations’ capabilities. 
For example, if you manufacture 
industrial sandblasting machines 
or propane tanks, you’re in the 
business of making pressure 
vessels. In taking that new 
perspective, the opportunities in 
different markets, applications, 
and products take shape. For 
manufacturers to succeed and 
prosper in today’s business 
climate, understanding your 
organization’s unique skills, 
talents, and offerings in the bigger 
market is essential.
Whether you’re a manufacturer 
lucky enough to have gotten 
that golden egg customer and 
have been riding the wave ever 
since, the pending disruption 
to your cash flow is real. The 
manufacturing landscape has 
changed, and the days of the past 
are just that. Focusing on new 
and inventive ways to expand and 
diversify your business is a critical 
key to success. Just like with your 
401(k) portfolio, it wouldn’t be wise 
to put all your eggs one basket.
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#8 - The Talent Threat 

For manufacturers, securing 
talent is an increasing challenge. 
Many companies (over 80%) 
say there aren’t enough trained, 
skilled workers to fill the current 
openings they have. Unless things 
change, it is projected that 2 
million jobs will go unfilled over 
the next 5 years. Universities and 
colleges are working to fill the 
need, but recruiting and retaining 
employees, especially millennials, 
has proved to be a huge issue.
This challenge can’t simply 
be remedied by training and 
building a larger workforce. 

Manufacturing has to compete 
with other industries for talent, 
and often has to contend with 
disadvantages including an 
antiquated brand image, locations 
in remote and low-populated 
areas, and outdated operational 
infrastructures, just to name a few.
The Talent Threat will hinder the 
growth and advancement of 
the manufacturing industry as a 
whole, and it will require every 
manufacturer and manufacturing 
organization to work together to 
overcome this challenge. While 
we all are seeking a silver bullet 
solution, the reality is there’s no 
simple fix.
There are 4 critical 
components to the Talent 
Threat, each of which need 
to be addressed in tandem to 
overcome the looming resource 
gap:

1) The Brand of Manufacturing - 
Manufacturing gets a bad rap. 
For every big-name company, 
from GE to Polaris, which has 
advanced and enhanced their 
individual brands to more 
effectively recruit talent, there 
are hundreds of mid-market 
manufacturers that still reflect and 
live the manufacturing “brand” of 
the 1940’s, 1950’s, and 1960’s. 
When an organization is seeking 
young, eager, and fresh talent, 
money isn’t the only motivator. If 
your internal operations are still 
driven primarily by paper, or your 
facility looks like you stepped 
right out of the 1970’s, or your 
employees are working in dark, 

dirty, unkept environments, it 
doesn’t scream “there’s career 
potential here!”. The image 
of manufacturing can only be 
changed by breaking the existing 
stereotypes, starting with facilities 
themselves, all the way to a 
broader national message on the 
variety of roles, opportunities, 
and careers available. While 
we still need welders and CNC 
operators, manufacturers also 
need accountants, marketers, 
salespersons, purchasers, and 
more. The manufacturing brand 
message and image needs to 
reflect that diversity, starting with 
your own business.
2) The Use (or lack there 
of) Technology - Too many 
manufacturers are still stuck 
in the past from a technology 
perspective. Managing 
customer data on paper or Excel 

spreadsheets. Receiving PO’s by 
fax. Accessing sales and order 
information through a blue-screen 
terminal. All of these technologies 
existed prior to millennials even 
being on this earth. When you’ve 
grown up with Google, what’s the 
value in learning a 20-year old 
computer system? How is that 
skill transportable? How does that 
knowledge provide opportunity for 
advancement, or help increase my 
value to the company? The lack 
of enhanced technology doesn’t 
only increase the challenge of 
talent recruitment, but it also limits 
the organization’s growth as a 
whole. If your organization hasn’t 
kept up with new ways to do 
business better and operate more 
efficiently and effectively, it sends 
the message that you might not 
even be in business much longer. 
A prospective employee can see 
and understand that risk.
3) The Status-Quo Internal 
Culture - Every industry has its 
internal culture challenges, but the 
manufacturing industry is unique. 
Many mid-sized manufacturers 
are located in more remote, less-
densely populated parts of the 
country. Talent access is typically 
limited to a 100 mile radius. 
These close-knit organizations 
often employ almost entire 
towns, with friends, family, and 
relatives all working within the 
same facility. And with this often 
comes an insular perspective. 
Major change is infrequent. A 
“this is the way we do things 
around here” motto is prevalent. 
While it’s fantastic to have a loyal 
workforce with a strong work 
ethic, new employees with varying 
backgrounds, experiences, and 
perspectives can have a hard 
time fitting in. New ideas brought 
to the table can be faced with 
strong resistance. If organizational 
leadership is tied to maintaining 
a “status quo” culture, new 
talent will churn in-and-out of the 
organization at a high cost to the 
company. By nature, most people 
seek roles that are challenging, 
that generate a sense of pride and 
accomplishment, which create 
value and give them purpose. 
If your organization is mired in 
“the old way”, and are simply 
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Manufacturing Laughs

struggling to find someone that 
will commute 45 minutes for 
mid-level pay, do a task without 
“making waves or asking any 
questions”, leave and return 
day after day, you’ll continue 
to struggle finding value-added 
talent.
4) Resistance to Continuous 
Improvement and Change - “If 
it’s not broke, don’t fix it”. It’s a 
frequent mantra for mid-market 
manufacturers. With pressures to 
increase sales and profits, with a 
lean staff and little capital, it’s no 
wonder that there’s even less time 
to address process improvements 
or modernize operations. But the 
gold-rush days of profitability, 
growing year-over-year from 
only 2 or 3 key customers, are 
quickly dying. Manufacturers 
need to start finding new ways to 
compete, generating more sales 
from a more diverse customer 
and industry base. Without 
building and sustaining a culture 
of continuous improvement and 
change, how can you effectively 
reach this goal? Most OEMs are 
now requiring direct, electronic 
connections to their purchasing 
systems, ISO certification, and 
more value-added services 
from their vendor-partners than 
simply order fulfillment. If your 
organization isn’t keeping up with 
these new market demands, you’ll 
be hard pressed to compete with 
the supplier down the street who 
does. New talent can provide the 
necessary skills, background, and 
experience to help implement 
change, but they can’t do it alone. 
Many eager new hires will start 
with the best of intentions, only 
to find it takes a team to turn the 
ship. Organizational leadership 
must set the tone for how change 
is embraced, and follow through 
with consistent action, or lose that 
talent to a company who does.
While the Talent Threat is real, 
manufacturers can’t rest on their 
laurels and hope that regional 
educational institutions will simply 
pump out more skilled tradesmen. 
Even though it’s an essential 
aspect to filling the skills gap, 
companies themselves must step 
up to the plate in making their 

businesses and organizations 
more candidate-friendly.
The last two generations 
have seen their parents 
and grandparents work for 
manufacturers that moved 
operations overseas, laying off 
20-year veterans to the company, 
or shutting their doors completely. 
We have to now, more than 
ever, rebuild the trust between 
employees and employers in 
manufacturing. We need to prove 
that manufacturing isn’t stuck in 
the dark ages. We need to show 
there’s career potential beyond 
the stereotypical roles. We need 
to let people know that a job 
in manufacturing isn’t second 
class. But this will only resonate 
when manufacturers make that 
message a reality, and not simply 
a marketing campaign.

#9 - The Advanced Technology 
Threat 

Technology has fundamentally 
changed the game for 
manufacturing. Just like back 
in the time of the Industrial 
Revolution, technological 
innovations have transformed 
production, customer 
engagement, information 

management, and more. These 
changes aren’t simply the “flavor 
of the month”, but are now 
deemed the “Fourth Industrial 
Revolution” for manufacturers.

Many of these technologies are 
still in their early stages, and 
won’t disrupt the traditional 
manufacturing processes 
of today, but the speed of 
change has exponentially 
increased from days past. The 
impending transformation of 
how manufacturing operates 
is coming much sooner - 
within a matter of years versus 
decades. Organizations that 
are already behind the curve, 
utilizing outdated equipment 
and processes, will find a 
much steeper climb ahead. 
These advancements will more 
quickly widen the gap between 
companies that survive and those 
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that move into obsolescence.
The Advanced Technology Threat 
isn’t one of those “chicken little” 
prophecies. Just like the iPod and 
the Internet transformed the music 
business, new technologies will 
quickly impact the manufacturing 
business. Those companies that 
don’t see the road ahead and start 
the adaptation process now, will 
find themselves as obsolete as the 
8-track.
There are 4 core 
technologies poised to upend 
manufacturing as we know it:
1) 3D Printing/Additive 

Manufacturing - 3D printing hasn’t 
yet matured as a mass production 
process, but the technology 
is continuing to grow quickly. 
Specialized industries, including 
healthcare, is quickly leveraging 
3D printing to reduce production 
costs in complicated designs. 
Components that required 
multiple steps and stages, and 
high tolerances now can be 
produced in a matter of hours 
with even more accuracy. Many 
mid-market manufactures are 
looking at 3D printing as a small 
run operation, or a prototyping 
tool, but there’s much more on the 
horizon. Technology is continually 
advancing to utilize a wider array 
of materials, including metals and 
plastics, along with improving 
speed of production and larger 
component creation. While 3D 
printing might not be a threat to 
traditional mass production, there 
are companies out there today 
that are looking at this technology 
proactively to more effectively 

compete in the short term and the 
long term.
2) Robotics - Advanced robotics 
and automation used to be 
reserved for the big, Fortune 
500 companies. In the past, 
these investments were very 
cost-prohibitive to the average 
manufacturer, were limited in 
their scope, and expensive to 
maintain. The new robotics and 
automation technologies can 
now be simply programmed, take 
up less space, can be quickly 
customized, and are more cost 
effective to integrate. Robots 
like Baxter can be set up to 

do repetitive tasks, increasing 
productivity and reducing errors. 
Industries including those that 
focus on building assemblies 
and sub-assemblies will quickly 
find that robotics will quickly 
disrupt operations that have been 
previously done by humans.
3) Data Analytics Platforms - Data 
isn’t just looking at spreadsheets 
anymore. Advanced data analytics 
platforms provide the ability to 
take mass amounts of information 
and cross-compare data to draw 
conclusions and insights in an 

instant. Looking at your sales 
numbers each month and setting 
arbitrary projections for the next, 

won’t be enough to survive in this 
next era. Knowledge is power, and 
those companies that have more 
knowledge about their business 
will be able to leverage it. Data 
analyticstools now can provide 
companies with new business 
intelligence, from customer 
behavior to operational efficiency. 
Manufacturers need to start now 
in integrating data analytics into 
their business operations, as 
the learning curve can be steep. 
Those that avoid capturing and 
utilizing data won’t have the 
insights to see impending threats 
coming.
4) Internet of Things - The Internet 
isn’t just for watching kitten 
videos. The idea of using the 
Internet to connect machines 
and equipment, and remotely 
monitoring and controlling it is 
truly revolutionary. Some of the 
industry’s leading manufacturers 
are using IoT to remotely monitor 
equipment in the field, and 
proactively dispatch equipment 
or service personnel to eliminate 
downtime. They are also using it 
to interconnect and monitor shop 
floor productions, such as CNC 
machines to identify everything 
from productivity to calibration. 
This transparency of information 
provides companies the ability 
to be more proactive in regards 
to customer needs, product 
performance, and new product 
development. Companies that 
aren’t actively exploring how IoT 
can improve and advance their 
business will find themselves 
without access to these insights, 
and will lag constantly behind their 
competitors.
Change is inevitable, but the pace 
of change today has exponentially 
increased. In days past, we could 
identify new technologies and 
trends, and watch them mature, 
taking time to evaluate and assess 
whether it’s a fad or something 
that’s here to stay. With today’s 
technologies, things are being 
developed and adopted much 
faster, and that decision window 
continues to close more quickly. 
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Manufacturers need to adopt a 
dedicated process to identifying, 
evaluating, and integrating new 
technologies appropriately into 
their organizations. For those that 
continue to cling to the status 
quo, close of business will be the 
only change you’ll see.
#10 - The Differentiation Threat 
Threat 

Differentiation is challenging. 
In the manufacturing space, 
many companies with perceived 
“commodity” products, continue 
to feel the pressure from 
customers to provide high quality 
products at a lower and lower 
price point. This “race to the 
bottom” is a means to an end - an 
end of a profitable business.

Manufacturers struggle with trying 
to differentiate their products from 
their competitors, and often focus 
on product line expansion and 
reacting to customer demands to 
solve the problem. Adding more 
products to the pipeline doesn’t 
directly equate to more sales, 
as often times it is a reaction 
to a competitor, rather than 
the identification of a broader 
marketplace demand.
Those companies that simply 
“stick to their knitting” and 
continue to push out the same 
products in the same way 
they have for decades to 2 or 
3 key customers are putting 
their companies at risk. When 
you’re not continually pushing 
to create new value-added 
products and services to your 
customers, you are simply a 
vendor. A vendor that can be 
pressured on price. A vendor 
that can be switched out at a 
moment’s notice with another.

The Differentiation Threat is not 
going away anytime soon. The 
need for identifying, creating 
and providing unique value to 
customers is the essential to long 
term growth and profitability.
There are 3 core areas of 
differentiation that manufacturers 
need to examine and capitalize on 
to stay relevant:
1) Customer Service and 
Engagement - Customer 
Service isn’t just order fulfillment 
and addressing questions on 
warranties. Customer Service is 
just that - service. Manufacturers 
need to examine new ways to 
increase, expand, and improve 
the way they service their 
customers. This can range from 
communication methods (beyond 
email and telephone, to customer 
portals and transparency of 
information) all the way to 
predictive services (identifying 
a product issue in the field and 
proactively responding before 
the customer even knows about 
it). Manufactures also have the 
opportunity to provide value-
added content and information to 
help their customers’ challenges 
with training, education, and best 
practices. It’s about more than 
fulfilling an order, but identifying 
and addressing unserved needs 
with your existing knowledge, 
skills, and resources.
2) Leveraging Technology - You 

create and deliver a product, 
but can you use technology to 
improve the performance, price, 
or value to your customer? The 
advancement in technology has 
provided virtually an unlimited 
amount of opportunities to add 
value and differentiation to your 
product offerings. Ranging from 
RFID to remote tracking and 
performance measurement, 
technology can add new 
value to both commodity and 
advanced product offerings. In 
addition, technology can be the 
differentiator for the purchasing 
and inventory process as well, 
for example directly connecting 
to OEM’s purchasing systems 
to reduce administration costs 
and ordering errors. If you 
can use technology to save 
your customers’ money, it’s a 
differentiator.
3) Value Added Insights to Help 
Your Customers’ Business - Any 
company can provide a product. 
Manufacturers need to identify 
what challenges their customers 
face in their businesses. 
This deep-dive requires a 
comprehensive understanding of 
your customers’ business - how 
they make money, what keeps 
them up at night, and what costs 
they want to eliminate. In addition, 
finding ways to change the design 
of products to not only increase 
continued on page 29
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It could be termed part of the 
NAFTA negotiations, or not, 
but the Canadian company 
Bombardier has recently 
been hit with dumping duties 
of 220 percent by the U.S. 
Commerce Department following 
Bombardier’s sale of (up to) 125 
CS100 narrow-body passenger 
jets to Delta Air Lines. This 
followed a complaint by Boeing 
in April this year in which they 
stated that Bombardier had sold 
the planes for well below their 
production costs, and had in 
effect dumped the planes. At the 
time Boeing had requested a 160 
percent duty. Since then, another 
80% tariff has been added on 
October 6, 2017.

The Guardian writes: “The extra 
charge would more than triple the 
cost of a C-Series aircraft sold in 
the US to about $61 [million] per 
plane, based on Boeing’s assertion 
that Delta received the planes for 
$19 [million] each.”

Boeing did not bid as per 
requirement, and in fact, had a 
three-year backlog at the time. 

Boeing offered used planes on 
the Delta contract, from Embraer 
in Brazil and Boeing 717s, having 
stated that in view of the prices 
Bombardier were offering they 
could not competitively bid with 
their 737 models.

Under the World Trade 
Organization (WTO) Anti-dumping 

Agreement, dumping is allowed 
unless it causes or threatens 
to cause material injury to 
a domestic industry in the 
importing country. 

Boeing hasn’t really seen sales 
snatched away by Delta’s 
purchase of the C-Series, 
although Boeing is the de facto 

THE 220 PERCENT AFFAIR 
  BY ROYCE LOWE                                
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commercial aircraft ‘industry’ in 
the U.S. The Bombardier jet is 
smaller than Boeing’s smallest 
craft, the 737; essentially they 
are targeting different markets. 
There is no doubt the aircraft are 
different, with the CS100 carrying 
up to 135 passengers, costing 
$62 million, with a range of 1500 
nautical miles (nM); the 737-700 
carrying up to 149 passengers, 
costing $76 million, with a range 
of 3440nM; and the Airbus 319 
carrying up to 156 passengers, 
costing $83.6 million with a range 
of 3700nM.

The crux of the matter is 
government subsidies at both 
the federal and provincial levels 
in Canada, subsidies that in 
effect allowed Bombardier to 
continue in business as an aircraft 
manufacturer. Development costs 
for the CS100 aircraft have risen 
near the U.S. $6 billion mark, 
and the future looked bleak for 
Bombardier until receipt of the 
Delta order for 75 aircraft, with an 
option for a further 50.

Word in the industry is that maybe 
the CS100 is too small with too 
short a range. A further word in 
the industry is that Boeing doesn’t 
want another competitor around, 
having experienced grief from 
the startup of Airbus back in the 
seventies, again with government 
grants for that manufacturer who 
usurped Boeing #1 position in 
commercial aircraft sales. 

It may be that Bombardier 
designed and built a plane that 
has encountered 2-1/2 years of 

performance, wear life, and 
even shipping costs, add value 
in ways that other competitors 
can’t. It’s about looking outside 
the box and identifying ways 
to improve your customer’s 
business - not simply how you 
can sell them more products. 
The downstream revenue will 
come when you add value to 
your deliverables.
The differentiation game 
requires thinking about 
serving customers in a unique 
way - not centered on your 
own operations, but theirs. 
Understanding how you fit 
within their value chain. How 
you can make doing business 
with you simpler, easier, and 
more cost-effective. How you 
can identify and deliver ways 
to improve their business, 
and help them compete 
more effectively. Becoming 
a value added partner, rather 
than a supplier, is the key to 
differentiation. This isn’t a 

single solution, but a series of 
approaches that address a wide 
range of business problems. It 
not only cements you as more 
than just a vendor, it opens 
up your own business to new 
opportunities, products, and 
markets. And that’s the key to 
long-term, sustainable growth.
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delays and is $2.2 billion over 
budget for which there is not 
a sufficient market. At the time 
Bombardier announced the 
plane, there was considerable 
skepticism about a market for it, 
with most regional U.S. carriers 
stepping up to larger capacity, 
longer range and more fuel-
efficient aircraft over the last 5 
years. 

The present situation is that 
there may be additional duties, 
and that a final ruling is due 
early next year from the U.S. 
International Trade Commission.

There is much at stake here in 
terms of jobs; 3,500 in Quebec, 
over 4,000 in Northern Ireland 
and some 23,000 in the U.S., 
where half the parts for the 
CS100 are made. And Canada 
has threatened to cancel a 
probable $5 billion order of 
military jets from Boeing if it 
prevails against Bombardier.

The question arises, in view 
of the dumping ruling, as to 
what extent the U.S. aircraft 
industry is ‘hurt’ in all this. The 
fact remains that Bombardier, 
although a relatively small 
player, appears to be guilty, 
even though Boeing’s 
estimate of their production 
costs of the C series was 
inflated by consideration of 
only one year early in the 
production cycle. 

Costs come down with time 
and so they doubtless will for 
Bombardier, who will need 
new customers for their C 
series; the two at present, 
apart from Delta, are Swiss Air 
and AirBaltic in Latvia.

The NAFTA negotiations are 
doubtless at play here. They 
may go on long after the 
Boeing-Bombardier case is 
settled.
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