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Introduction

The State of Global Manufacturing report is a comparison study primarily between North
American and European manufacturers regarding their purchasing preferences as well as future
acquisition plans. The methods, practices and sources for the report were developed and
executed by the Italian Trade Commission in collaboration with HSM – organizers of the annual
World Business Forum. This report as its base were interviews conducted both online and
telephonically during the 3rd and 4th quarters of 2010. In total, 579 manufacturers participated, of
which 418 were located in North America while 161 were in Europe.
This report was first presented at the 2010 World Business Forum held in New York City and
was discussed in various publications such as Bloomberg BusinessWeek and IndustryWeek
magazines.
The main purpose of the report is to provide the reader with both a better understanding and
insight into the challenges and issues manufacturers located in two different parts of the world
are addressing during these recent turbulent times. As well, it illustrates how they are and/or plan
to respond to said issues and challenges over the next few years.
As this is a report on manufacturing, it examines what attributes and preferences they have when
purchasing new machinery and equipment to face the manufacturing challenges of both today
and tomorrow.
The report also takes into consideration the importance of how being “green” fits or not in their
manufacturing equation; why or why not to consider it, its funding, effects and correlation with
their current business practices. Their opinions on the usage of renewable energy as well as mass
customization – two areas of increased importance to manufacturers overall – are explored.
From the report, one will have a better understanding as to how North American manufacturers
differ from and agree with their European counterparts on these various matters, with opinions
and/or issues stemming from the same roots - which in essence are very similar (ex. Decline of
domestic product, increase in price of raw material, specification requirements, etc).
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Methodology
The methodology for contact acquisition was based on the subjects’ position in the decisionmaking process when purchasing capital goods.

Job titles of the survey respondents ranged from CEO/COO/CFO, Vice President, Director,
Manager, to Operations Plants Manager. Generally, we looked at the decision makers who are
involved in the decision of purchasing capital goods. In the cases of private or smaller
manufacturers we surveyed, the decision maker was usually CEO/CFO/COO or Vice President
while in larger manufacturers the decision maker was Manager or Plant Manager.
In fact, 63.9% of respondents in North America were Managers and Operations Managers. In the
case of European respondents, 45.9% were Managers and Operations Managers while 29.8% of
respondents were CEO/COO/CFO or Vice Presidents.
In terms of structure of said decision makers, North American manufacturers do not differ
greatly from their European counterparts, with the exception of the involvement of
operations/plant managers who in the North American manufacturers represented 31.5% of the
surveyors’ and only 9.3% in European manufacturers. The difference can be attributed to a
divergence in corporate governance within the various countries. Manufacturers in some
countries tend to use a more centralized decision-making process than others. European
manufacturers tend to have more centralized decision-making due to the lack of confidence in
the middle managers with the exception of Nordic countries.
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In addition, smaller manufacturers will likely have top managers making decisions regarding
purchasing of capital goods (i.e. Owner, CEO/CFO/COO etc) while larger manufacturers will
have purchasing department manager or operations manager largely involved in said decisionmaking.
Location of Participants
Geographical location of survey participants was divided into North American, with 85.6%
located in the United States and 14.4% in Canada and European with majority of participants
(71.4%) located in Italy. The remaining European participants are located in Germany (4.3%),
United Kingdom (3.7%), Netherlands (2.5 %), Switzerland (1.9 %), France (1.2 %) and 14.9%
in other countries.

Industry
The majority of survey respondents (53.2% of European and 53.1% of North Americans)
reported that they purchase machinery and technology for their company’s production needs
understandably from the metalworking sector, as it is primarily sought within diverse areas of
final end-product manufacturing (i.e. aerospace, medical, auto, etc.).
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Revenue

The annual revenue of the majority of surveyed manufacturers falls in the bracket of less than
$100 million. 60% of North American manufacturers and 40% of European manufacturers
reported annual revenue of less than $100 million. 31.4% of European manufacturers and 20.7%
of North American manufacturers reported the revenue of over $500 million.
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In the opinion of survey respondents, the most important challenge due to revenue management
that they experienced in the last two years is decline of domestic demand.
Out of 418 North American respondents, 220 had said that this is their most important issue (i.e.
53%). This can be attributed to the overall economy and its domino effect it has on their
businesses. Second on their list of importance is increase of foreign competition. Do note,
however, only 17% of respondents ranked it as the most important issue while 33 % of North
Americans rated the importance of decline in foreign demand as their least important issue.
European respondents rank almost equally, the challenges due to the decline in domestic demand
(27%), increase of foreign competition (26%), decline of foreign demand (20%), while placing
the increase of domestic competition last on their list of importance (26%).
Cost Management Challenges
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When ranking what elements affect cost management the most over the past two years, both
North American and European manufacturers ranked the increase in cost of commodity and raw
materials as the most important challenge.
Notably, all participants listed maintenance/service cost as the least important challenge in cost
management that they face.

A similar pattern is found in the area of those challenges faced in the management of operations
by North American and European manufacturers. The graph above shows the average weight of
importance given in the areas of reliability, quality, efficiency and plant utilization. All
manufacturers listed efficiency as the highest (average rating of 2.93), while reliability was rated
as the lease of their concerns.
Machinery and Equipment Expenditures Present and Future
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The purchasing of new machinery and equipment both recently and future were examined as
well. Between both North American and European manufacturers, a positive trend took place in
the 2009/10 period. The first six months of 2010 show that 45.4% of North American and 53.0%
of Europeans manufacturers interviewed purchased new equipment and technology – a
significant increase compared to 2007, when only 11.1% of North Americans and 4% of
Europeans made such purchases.

The outlook appears promising when looking at the data of the expected expenditures for
machines and heavy equipment through 2012 by both North American and European
manufacturers.
Almost a quarter (23%) of North American manufacturers expect to spend more than $1 million
on heavy equipment while the majority (77%) will spend up to $1 million. 66% of European
manufacturers are expected to invest on heavy equipment over $1 million in the next two fiscal
years.
It is significant to note that 58.9% of North American and 41.5% of European surveyed
manufacturers have revenue of less than $100 million. 35.0% of North American and 23.2%
European manufacturers will spend less than $100,000 on the purchase of new equipment.

8

Purchasing Attributes
There are several factors involved in the purchasing process when manufacturers are considering
new equipment and technology.
Respondents were asked on a scale from one to five, with five being the most important, what
attributes they both currently and in the future expect to consider when purchasing new
equipment and technology. The chart below shows the average rating of importance of those
attributes.
The most important attribute for manufacturers when making purchasing decision is that the
equipment meets needs and specifications of the manufacturer. Almost equally important are the
ROI and availability of spare parts for machinery and technology bought.
As pricing is an important attribute, and to be considered always relevant, it is not the only
attribute that weighs in the final decision-making process. Rather it is the overall “package” of
ROI, specifications and its flexibility, technical support after the sale and availability of spare
parts that, when combined, have the most influence on decision-makers when purchasing new
machinery and technology.
Noticeably, pricing alone does not play an important role in the decision-making process. Only
when pooled together with other attributes is its weight felt. In addition, a machinery
manufacturer’s reputation and its professional relationship with a buyer/client fit into the
equation as well as being most important.
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Purchasing Strategies / Requirements
Defining strategic targets and then their execution according to plan are viewed as two very
important attributes for any manufacturer. Therefore, manufacturers were asked to rate the
importance of the strategic targets in the medium term. The most important strategic target for
North American and European manufacturers was a focus on high value-added niche products –
looking for that one “added feature” which goes beyond what is expected by their customers,
thus providing individual manufacturers an advantage over their competitors.
It is also important to both North American and European manufacturers to diversify and widen
the range of their product lineups. Offering complementary products or services to their clients
were felt to one, secures their market share, and secondly ensure the maintenance and expansion
of their client base.
An important strategic target for European manufacturers, which was not common to those in
North America, is to become a global supplier.
The least important strategic target from the list provided for North American and European
manufacturers is to establish new plants in domestic markets. This does not come as a complete
surprise given all manufacturers sought to focus more on globalizing their international presence
more so than re-trenching their domestic operations.
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Purchasing Methodologies
In order to offset recent economic changes, manufacturers are faced with challenging decisions.
When asked what steps North American manufacturers have already taken and their implications
as well as those that they do not plan on taking, they responded:
Have done and will not continue:
•
•
•

Reduce labor cost (17%)
Usage of recyclables (13%)
Reduce equipment set up time (14%).

Have not currently but plan to:
•
•
•

Reduce labor cost 28%.
Usage of recyclables 27.5%.
Reduce energy consumption 14%.

Have implemented and will continue to do so:
•
•
•

Reduce material waste and plan on continuing to do so 79%.
Reduce throughput and will continue 76%.
Increase production and will continue 72%.

Steps that some European manufacturers have implemented but do not plan to implement in the
future include labor cost reduction, reduction of rework and reduction of equipment set up time.
Have done and will continue:
•
•
•

66% reduce energy consumption
77% reduce material waste
76 % increase production
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In order to increase efficiency and maximize profits while providing consistent quality and
value, manufacturers are implementing improvement methodologies that in turn are leading to
better product quality management. The survey results on the leading quality improvement
methodologies are shown in the chart above. There are some notable distinctions between North
American and European manufacturers when applying one or more of these improvement
methodologies, for which:
•

73.4 % of North Americans and 63.8% of Europeans report applying Lean Manufacturing
as a method of improvement, which in essence follows a path of creating and preserving
value with less work and less waste.

•

47.6 % of North Americans and 55.2% of Europeans report applying Total Quality
Management.

•

When it comes to R&D expenditures, European manufacturers tend to allocate more
monetary resources than North American manufacturers do.

•

25.4% of European manufacturers report allocating between 6-8% of their annual budget
expenditures for investment in innovation and R&D activities while 13.9% will allocate
more than 10%. Contrarily 19.1% of North American manufacturers will allocate 6-8%
of their annual budget expenditures on the said activities while only 8.9% will allocate
more than 10%.

•

And 19.4% of North American manufacturers will allocate less than 1% of their annual
budget expenditures for investment in innovation or R&D.
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Renewable Energy
Most manufacturers in North America do not currently utilize renewable energy sources. 76.6%
reported that they do not currently use nor do they plan to use it within the next twelve months.
Only 14.0 % reported that even though they do not currently use it they plan to do so within the
next twelve months. A very small number reported (9.4%) that they currently utilize renewable
energy sources.
30.6% of European manufacturers report using renewable sources. The same percentage reported
that they do not use it currently but plan to do so within the next 12 months. And the remaining
38.8% of European manufacturers report that they do not foresee the usage of renewable energy
sources within the next twelve months.
One of the reasons why North American manufacturers are reluctant to implement the use of
renewable resources is its cost. Some believe that the use of biodegradable products can have
adverse effect on the overall cost of production due to the fact that it requires more energy to be
used in the production process. In addition, using renewable sources requires a significant
change in input and an increase in capital expenditures.
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Green Funding
The majority of green programs in place are financed via current operational cost (53.3% of
Non-North American and 49% of North American manufacturers). Government incentives have
only been utilized by 6.2 % of North American manufacturers while almost twice as much as
have been used by their European counterparts (10.5%).

14

Corporate Citizenship Means Being “Green”
Overall, most manufacturers, regardless of location, believe it is possible to make conventional
business goals work alongside green environmental ones (75.4% North American, 82.2 %
European).

A large number of North American manufacturers (31.1%) believe the reason a manufacturer
should consider green manufacturing is to become a better corporate citizen. This is followed
respectfully by 21.5 % of those who believe that it should be considered is to lower energy cost,
16.9% to reduce the organization’s carbon footprint, 11.5% to be more competitive, 11.2% to
comply with regulations and only 4.9% to reduce greenhouse gasses.
Europeans follow the same pattern in terms of reasons to consider green manufacturing with the
exception of number one reason to consider it: 30.6% believe it should be considered to lower
energy usage costs.
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Through 2012, a majority of both North American and European manufacturers anticipate that
up to 25% of their heavy equipment usage will be oriented around green manufacturing: 86.8%
North American and 89.6% European manufacturers.
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Mass Customization
Manufacturers realize that having a great product isn’t enough to ensure a prosperous future.
Today clients require their machinery and technology suppliers to offer more in the ways of
value added, customizable niche products tailored to their specific requirements. It is no longer
perceived that the customized machinery and equipment are intended for the few who can afford
it, but rather expected for mass production at a similar price point. Rapid prototyping along with
laser technology are enabling manufacturers to deliver such products at a reasonable cost.
Manufacturers were asked to rate the importance of mass customization in their respective
businesses; 26.3% of North American manufacturers say it is very important, 8.8% has became
strategic priority, 23.0% moderately but increasingly important while 20.8% it is of no
importance.
28.9% of their European counterparts think that mass customization is moderately but
increasingly important, 24.6 % believe that it is very important as in the past, 19.3% state that it
has become a strategic point while only 7.9% believe that it is not important.
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One of the major implications for manufacturers using mass customization in their production
process has been a need for more flexible standard equipment (62.4% North American, 56.7%
European). This in turn, requires more flexibility by the machinery or technology provider to
deliver said items to their clients (38.0% of North Americans and 40.2% of Europeans have
expressed it as a requirement).
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Conclusion
The purchasing trends, preferences as well as future plans identified in this report should shed
light for manufacturers looking to expand and/or improve their current practices.
It also provides an insightful understanding for machinery and equipment manufacturers of their
current / potential client(s) needs and preferences and what attributes they will look for when
making new purchases.
One of the important challenges manufacturers are coming to terms with is the implication of
whether or not to implement green manufacturing practices. For now, manufacturers overall feel
green manufacturing is still to be considered a “pioneer movement” and thus, they are only
taking baby steps in order to consider it.
This reluctance will only lessen if it would become more cost effective and/or be considered a
requirement (pending Governmental polices).
Yet, one is left to think an eventual adjustment in purchasing practices will occur to new
machinery and equipment expenditures as the majority of manufacturers believe that business
goals can eventually be brought into line with environmental ones.
An expansion of rapid prototyping will need to continue to satisfy manufacturers’ requirements
when it comes to meeting specific client/customer requests as they are looking to further
distinguish themselves from the competition.
From the projections of future machinery and technology purchases by both North American and
European manufacturers, one can see as the current economic crisis winds down, many
manufacturers who have been doing well and holding on to their monetary assets are becoming
ready to invest into new machinery and equipment. Successfully addressing both the green
manufacturing and mass-customization concerns will in turn provide manufacturers with a more
reassuring future.
For additional information on the report or interest in connecting with Italian machinery manufacturers for your specific
business needs, contact:
Machines Italia - A Project by the Italian Trade Commission
401 N. Michigan Avenue, Suite 3030, Chicago, Illinois 60611-4257
Toll Free: 888-ITALTRADE (888-482-5872) / Tel. 312.670.4360 / Fax 312.264.6209
E-Mail info@italtradeusa.com / www.machinesitalia.org
Confidentiality Notice: This report, including any attachments, is for the sole use of the intended recipient(s) and may contain
confidential and privileged information. Any unauthorized review; use, disclosure or distribution is prohibited without the
express written consent of the Italian Trade Commission. If you are aware of any said prohibited usage, please contact the
Italian Trade Commission – Chicago Office.
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