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industry information

Relevant Industry Sector Information

In any country, production machinery is arguably the most vital industry in all business.  Without machinery no consumer goods get made, and without consumer goods there is no economy.  The world’s continued industrial and economic growth relies on one fundamental condition–that machinery’s big wheels keep on turnin’.

The firm is classified in this integral industry in the special tools, dies, jigs, and fixtures (SIC 3469) sector.  This sector is comprised almost entirely of small companies that manufacture special tools such as dies and molds, precision machined parts, prototypes, and special machines for other manufacturers.  These firms engage primarily in manufacturing on a job or order basis, and also may provide stopgap capacity for other manufacturers.  

This sector is becoming a world market in response to increased globalization in a number of key industries.  Manufacturers are moving production closer to local markets prompting suppliers to follow suit.  This trend is most prevalent in the automotive industry, one of the largest sources of demand for custom tooling.  Automakers are striving to develop “world vehicles” that with slight adaptations can be sold throughout the global marketplace.  This approach reduces investment costs and increases economies of scale.  

Investment in technology is on the rise throughout the global machining industry.  Computer-aided design and manufacturing (CAD/CAM) techniques and high-precision computer-controlled equipment are being used to craft tooling more quickly and less expensively than can be done with manual, time consuming traditional techniques.  The Internet and manufacturing software packages enable toolmakers and customers to collaborate on production design and engineering across a network, reducing geographic barriers and speeding production. 

Increased use of outsourcing is yet another trend affecting this sector.  Manufacturers that previously maintained in-house machining capability are finding it advantageous to outsource parts production to machining shops, creating expanded opportunities for the industry.  A value-added service many of these shops also provide is early involvement in the planning and design process.  This has helped to reduce costs and ease pressures of getting the product to market quicker.  

The National Tooling and Machining Association estimates that demand for skilled machinists exceeds the supply by well over 20,000.  This labor shortage is one of the most critical issues facing U.S. tooling companies and one with serious ramifications.  The decreasing pool of highly skilled toolmakers renders the industry particularly vulnerable to competition from overseas.  Adding to this is the aging workforce; the average age of machinists is 55.  

Shipments have risen steadily over the last five years with expectations of continued growth.  Domestic shipments have surged approximately 15 percent over last year and are projected to continue modest growth through 2003, during which time industry shipments should grow around 3-4 percent per year.  The strongest customer sectors for the industry in the near term are expected to be the electronic components, aerospace, construction, mining, and oil field equipment industries.  

The top destinations for U.S. exports are Canada, Mexico, and the United Kingdom.  These markets will remain the primary destinations for the foreseeable future.  Despite the up-turn in exports, exports still account for a paltry share (13 percent), of annual shipments.  The larger firms account for the bulk of industry exports.  Relatively few of the smaller shops that dominate in the industry try to sell to overseas markets.  The pressure to export is growing, with increased globalization in the manufacturing sector creating more competition among world suppliers.  To maintain current shipment levels, U.S. companies will be forced to aggressively pursue overseas markets and follow their customers.  

Imports continue to outpace exports.  The industry registered a trade deficit of over $1 billion for the year 1999.  Imports have more than doubled since 1992.  The largest suppliers were Japan, Canada, and Germany, followed by Israel, Sweden, the United Kingdom, and Taiwan.  

Legal/Environmental/Trade Issues 

None.  (Or Start typing here)
Import Effect Summary

Asian producers are aggressively pursuing overseas markets, currently controlling an estimated 40 percent of worldwide business.  Many manufacturers in Asia receive generous government assistance including support for training programs.  This assistance has helped these companies increase their ranks of skilled machinists at a time when the U.S. is experiencing a shortage of skilled workers.  

