
Manufacturers econoMic 
survey rePort 2014
Analysis of Results
The Schneider Downs manufacturers economic survey and analysis 
provides professionals in the manufacturing sector an annual overview of 
the industry. 



Executive Summary
Schneider Downs released its Fourth Annual Manufacturers Economic Survey in late 2014 to assess 
the state of the manufacturing industry in Western Pennsylvania, Columbus, Ohio and beyond.

The survey was completed by business owners, members of management, and finance professionals 
in a variety of manufacturing sectors, primarily in metals, consumer goods and industrial equipment. 
The majority of respondents are small to mid-market manufacturers with an international customer 
base, much of which lies within North America, Europe and Asia-Pacific.  The following graphs 
complile the views of our respondents on the various questions asked.

Demographic Information

2013 Manufacturer’s econoMic survey results 

is your customer base:

annual revenues

under $10 million

$10 to $25 million

$26 to $50 million

$51 to $100 million

$101 to $250 million

$251 to $500 million

Local

national

international
A large percentage of our respondents are in 
the metals sector, the majority of whom have 
an international customer base.
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Workforce Demand

Summary
It is no surprise our respondents see rising 
healthcare costs and the lack of a skilled 
workforce as the biggest challenges 
they are currently facing.  Over 70% and 
56% of our respondents, respectively, 
perceive healthcare costs and the lack of 
a skilled workforce to be critical to severe 
challenges. Rising healthcare costs are 
consistent with the National Association 
of Manufacturers/Industry Week Survey 
(NAM Survey), which indicated that 
approximately 77% of manufacturers 
cited rising healthcare costs as a major 
challenge.

Additionally, our respondents view 
identifying new markets, government 
regulation and protecting market share as 
other significant challenges.
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Summary
Approximately 47% of respondents expect their workforce to increase 
in 2015, compared to only 39% of respondents in 2014. Of the 
respondents who expect their workforce to increase, approximately 
83% expect their workforce to increase less than 6%, while 
approximately 15% anticipate an increase in excess of 10%. The 
remainder of respondents expect no change in their workforce.
 



Impact on Profits

Largest impact on the Bottom Line
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Summary
Employee healthcare costs, company 
overhead and raw materials prices were 
identified as having a somewhat or very 
high impact on the bottom line.  Healthcare 
and raw materials costs were also selected 
in 2013 and 2012 as having the greatest 
impact on profits.

Summary
An overwhelming number of respondents 
indicated that technology advancement and 
customer growth and retention will have 
the highest impact on the manufacturing 
industry over the next five years. 
International sales and globalization and 
strategic alliances are anticipated to have 
the lowest impact.

Future Impact
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impact in the forseeable future

3

employee Wages

technology 
advancement

international sales &
Globalization

reshoring

co-op or collaborative
agreements 

Market share and 
Growth Markets 

customer Growth & 
retention

scarcity of resources



Demand will increase significantly

Demand will increase slightly

Demand will stay the same

Demand will decline slightly

2015 customer Demand expectations

Summary
Approximately one-third of our respondents indicated 
that they did not plan to increase their capital budgets 
in 2015.  These results are consistent with the National 
Association of Manufacturers/Industry Week Survey 
(NAM Survey), which indicated that approximately 39% 
did not anticipate changes to their capital expenditures 
over the next year.  However, 19% indicated that they 
expected to increase their capital spending by more 
than 10%. 

The lack of enhanced tax depreciation deductions do not 
provide incentive to accelerate capital expenditure (capex) spending.  Our respondents have indicated that 
the majority of spending in 2015 will be for repair or replacement of equipment and plant expansion, as 
opposed to process automation and enterprise resource planning software.

 

Summary
Approximately 75% of those surveyed expect 
customer demand to increase in 2015.  This is not a 
significant change from last year’s survey, in which 
70% of respondents expected an increase in customer 
demand.  

These results are consistent with the NAM Survey, 
in which nearly two-thirds of respondents expect 
their sales to increase in 2015.  This is another sign of 
optimism from our respondents.

Capital Budget

Customer Demand
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2014 Results to Budget

Contributing to Current Economic 
Environment
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Summary
Consumer confidence was cited as the most significant 
item contributing to the economic environment, 
followed by tax rates and code changes and goverment 
regulations.  Last year and in 2012, government policies 
and regulatory requirements were rated as the most 
significant item contributing to the current economic 
environment.

As we could see from the previous question, 
manufacturers are anticipating increased demand in 
2015.  This may be guarded optimism, as the increase in 
demand will hinge largely on the consumer confidence 
and spending levels.
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2014 actual revenue vs. Budget
Summary
Responses from 2014 varied significantly 
compared to 2013 when companies were asked 
about actual results to budget.  This year, 65% 
indicated that actual results to budget were 
on target or above, while only 34% reported 
results were below budget.  In 2013, only 44% 
of companies reported results were on target or 
above their forecasted revenue, and 56% indicated 
that actual results were below budget.  All signs 
point to 2014 as being a relatively strong year for 
manufacturers.



Manufacturing activity continued to expand 
throughout 2014 as the nation’s overall activity 
continued to grow.  Employment levels within the 
industry remained high, and backlog and inventory 
levels appear strong.  The decline in oil and energy 
prices in the last quarter of 2014 was welcome 
news for many manufacturers; however, some 
manufacturers likely felt pressure from customers to 
reduce prices or hold orders in anticipation of further 
price declines. 

As 2014 was drawing to a close, the majority of 
respondents felt that the year would close with 
revenues above or in line with budgeted amounts, 
and, as we continue into 2015, the majority of 
respondents expect to see higher customer 
demand, which will likely result in a need to increase 
employment levels.  Many respondents estimate 
employment level increases of 3% to 5% in 2015.  
This need for additional labor is expected to continue 
to plague manufacturers because of the shortage 
of a skilled workforce.  Manufacturers across the 
country continue to express that the lack of skilled 
labor is a chief concern, particularly with the looming 
retirement of millions of baby boomers over the 
next several years.  This lack of a skilled workforce is 
driving many manufacturers to increase their research 
and development activity to improve efficiencies, 
develop new or improved processes and techniques 
and increase automation.  Several of our respondents 
indicated that process improvements, innovation, 
technology investments and efficiency increases 
are necessary to remain competitive in the global 
marketplace.  

The R&D Tax Credit was extended (retroactively to 
January 1, 2014); however, the credit has once again 
expired.  There are proposals to make permanent 
the R&D credit and other tax incentives (such as the 
enhanced depreciation provisions) that are important 
to U.S. manufacturers.

Our respondents perceive consumer confidence, 
tax rates and government regulation as having the 
most impact to the current economic environment.  
Consumer spending reached an all-time high in the 
fourth quarter of 2014.  In January 2015, Gallup’s U.S. 

Economic Confidence Index was positive for the first 
time since the recent recession started, presumably 
a sign that the economy is at least perceived to be 
improving by the consumer market.

High-income earners and business owners of pass-
through entities (S-Corporations, partnerships, LLCs) 
continue to feel the impact of the American Taxpayer 
Relief Act of 2012.  This legislation increases the top 
federal marginal tax bracket to 39.6%.  Additionally, 
when considering the phase-out of itemized 
deductions, the net investment income tax and state 
and local income taxes, it was not surprising for 
business owners to see their effective tax rates climb 
well above 40%.

Tax planning for manufacturers proved difficult in 
2014 as the enhanced accelerated depreciation 
election for Internal Revenue Code Section 179 
expensing was significantly reduced, and the 50% 
bonus depreciation was completely unavailable until 
legislation was passed on December 19, 2014, to 
extend those provisions.  Unfortunately, both expired 
twelve days later, and manufacturers again enter 
2015 without increased tax incentives for capex 
spending.  

Many of our respondents have indicated that to 
remain competitive in the global market, there is a 
great need to simplify the United States Tax Code as 
well and to reduce tax rates.  

Government regulations continue to be a heavy 
burden to manufacturers with healthcare and benefits 
costs rising sharply as the requirements under the 
Affordable Care Act are implemented.  Additionally, 
governmental agencies such as the Environmental 
Protection Agency continue to push additional 
requirements like the pending ozone compliance to 
reduce smog, pollution and emissions.

As we proceed into 2015, the credit markets are 
strong, there is affordable money available to 
expand facilities, upgrade equipment and increase 
production.  As of this writing, the stock market is at 
an all-time high.  There is plenty of optimism in the 
first quarter of 2015.  Here’s to continued success in 
2015 and beyond.

Overall Observations 
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An Association of 
Independent Accounting Firms 

About the Schneider Downs 
Manufacturing Industry Group

Schneider Downs provides accounting, tax and business advisory services to the manufacturing industry in Western 
Pennsylvania, Central Ohio and around the world. Our team of business advisors works with a range of manufacturers 
from high-tech start-ups to publicly traded industrial manufacturers.

Our Manufacturing Industry Group helps our clients streamline operations, improve internal controls, save taxes and grow 
profitability. Our dedicated team of professionals has the experience and knowledge to create solutions specific to your 
manufacturing organization, solutions that will help you achieve your business goals.

Stay current with changes as they happen and subscribe to our weekly Our Thoughts On and Manufacturing Matters 
newsletters. Sign up on our website: http://www.schneiderdowns.com/subscribe.

For more information about our services to the manufacturing industry, visit our website or contact one of our 
Manufacturing Industry Group Team Members: 

Donald B. Applegarth – dapplegarth@schneiderdowns.com
Evan C. Ogrodnik – eogrodnik@schneiderdowns.com
John T. Popies – jpopies@schneiderdowns.com

Pittsburgh: 
One PPG Place, Suite 1700
Pittsburgh, PA 15222
p 412.261.3644
f 412.261.4876

Columbus: 
41 South High Street
Suite 2100
Columbus, OH 43215-6102
p 614.621.4060
f 614.621.4062

www.schneiderdowns.com


