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sensitive customer data from unauthorized access

Executive summary
With employment and wages in the United States rising and the dollar gaining
strength, it is tempting to think that the U.S. economy has recovered. Although
expectations are not quite as high as they were at the beginning of 2015, the
outlook for manufacturing remains positive and industry executives anticipate
healthy profits to come in the next 12 months, according to the 2015 McGladrey
Manufacturing & Distribution Monitor survey.
Industry executives in U.S.-based companies, however,

These companies—primarily privately or closely held,

are being challenged as never before by offshore

managing labor- and equipment-intensive operations

competition. Because the U.S. economy has made the

and serving a variety of customer segments—

domestic market so attractive—and as other markets

anticipate healthy profits (a median of 8 percent,

are less economically stable or saturated by local

overall) in the next 12 months, building upon strong

companies—more than half of non-U.S. manufacturers

growth earned in the last year. Overall, sales are

planning to sell products and services outside their

expected to rise, fueled particularly by domestic growth

home countries are entering the U.S. market.

of a median of 5 percent overall.

Conducted in March and April 2015, the 2015 Monitor

Optimism about economies around the world,

survey presents the perspectives and expectations

however, is significantly more varied. With many of

of 1,660 manufacturing and distribution executives

the economies that had previously driven global

based around the world. These executives represent

growth reeling, companies are primarily turning to

companies based primarily in the United States, but

the relatively stable U.S. market for sales and sourcing.

also companies based in Canada, Latin America (Brazil

In general, non-U.S. companies are more aggressive

and Mexico), the Asia Pacific (Australia, China, Hong

in their international plans and in the variety of

Kong, India, Japan and Singapore), and Europe (France,

investments they are willing to make and the variety of

Germany, Italy, Spain and the United Kingdom).

activities they are ready to undertake to pursue them.

Healthy business conditions and a
positive outlook

The 2015 Monitor results reveal a number of areas

Respondents to the 2015 Monitor are broadly

percentage of non-U.S. companies looking beyond

optimistic about their businesses’ conditions. Overall,
the percentages of companies that are thriving (35
percent), holding steady (56 percent) or declining (9
percent) have remained effectively the same since 2014.

where non-U.S. companies are out-investing or outperforming their U.S. peers. In addition to a greater
their borders, U.S. companies are being outspent
on technology on almost every metric measured. In
addition, non-U.S. companies are spending more and
taking a more diverse approach to innovation.
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Global growth
While respondents across the board still rely primarily
on domestic revenue to drive growth, by the end of
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the year, the majority of respondents will be selling

Similarly, while U.S. and non-U.S. respondents alike
purchase the majority of their goods and materials

52 %

48%

domestically, by the end of the year, 63 percent of U.S.
and 68 percent of non-U.S. companies intend to be

40 %

27

%

appetite for pursuing new international markets.

global markets or sourcing opportunities.

doing at least some of their sourcing internationally.
Acceleration in this trend is faster outside the

What is instructive, however, is to compare the variety

United States.

of strategies that U.S. companies intend to pursue to
meet their domestic growth goals as compared to their

The increasingly international mindset of respondents

non-U.S. competitors: Non-U.S. companies demonstrate

is reflected in their hiring plans. Globally, respondents

a willingness to pursue a wider range of strategies.

plan to increase by an average of 8.1 percent in 2015,
compared to 6.1 percent in 2014, with virtually all of
that increase driven by the need to add employees
outside their home country. Domestic hiring plans
remain flat.
For U.S. and non-U.S. companies alike, the United States
is the most common market currently served, the
market most likely targeted for new sales efforts this
year, and the market from which companies expect the
most significant increase in sales in 2015.
It also appears that the strong U.S. dollar is affecting
sourcing decisions, as non-U.S. respondents were more
than twice as likely to report advantageous exchange
rates as a motivation. However, when asked if it was
important to their brand that goods and materials be
purchased domestically, 82 percent responded that it
was either extremely or somewhat important, with little
difference between U.S. and non-U.S. companies.
Respondents from almost every country surveyed,
including the United States, have targeted the U.S.
market as their best chance for growth. Under those
circumstances, it is understandable that U.S. companies
are more interested in protecting and expanding their
domestic market in 2015 than they are in pursuing new
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Executive Summary

Investing for growth and innovation
As noted, U.S. manufacturers and distributors trail
their global counterparts in many key areas that
fuel innovation and business growth. This includes
investments in information technology but also in
marketing and strategic planning, as well as processes
to drive new services and identify new or emerging
technologies.
After a decade-long decline in employment that
bottomed out in 2010, manufacturing became one of
the bright spots in an otherwise-sluggish U.S. economic
recovery, adding back about 800,000 jobs through
early 2015.
On the global stage, the Monitor shows U.S.
manufacturers and distributors have arrived at an
important pivot point, at which leaders must move
from seeing innovation as an isolated research
and development function to a holistic imperative
that encompasses all aspects of the enterprise. U.S.
manufacturers have an opportunity to take a big step
forward in the race to drive productivity and profitability.

In eight of 13 investment categories, a higher percentage

The investments made by non-U.S. companies show

of non-U.S. firms plan to drive growth through

more diversity and are achieving a greater

investments in non-traditional areas, such as customer

percentage of successful implementation than those

service, delivery and logistics, supply chain management

by U.S. companies.

and monitoring, financial strategy, regulatory compliance
and cybersecurity. The only category in the overall
survey sample where U.S. manufacturers and distributors
clearly plan more aggressive growth investments is sales
practices and lead generation (35 percent as compared
to 29 percent for non-U.S. companies).
Surprisingly, just 40 percent of U.S. manufacturing
and distribution executives in the Monitor say their
companies have strong strategic planning processes,
well below the 55 percent of non-U.S. business leaders
who are confident in this area. This gap persists in
programs to identify new or emerging technologies, as
non-U.S. companies lead U.S. manufacturers by nearly
15 percentage points in this category (41 percent and
27.6 percent, respectively).
While the percentage of U.S. manufacturers reporting
a strong culture of innovation was slightly higher
than the non-U.S. sample, 40 percent of Asia-Pacific
manufacturers participating in the survey say their
companies excel in this regard. That’s higher than the
region-specific indices for the United States (38 percent),
Europe (34 percent) and Latin America (27 percent).
For new ideas to truly thrive, leaders of U.S.
manufacturing companies must build more
collaborative bridges between sales, research and
production, strengthen partnerships with suppliers
and employees, and leverage any available external
innovation resources.

In order to compete in the global market (indeed,
in the U.S. domestic market), there is a critical need
for U.S.-based companies—particularly those in the
middle market—to be proactive in their strategic use of
technology to more effectively manage supply chains,
run operations and mitigate risks.
Non-U.S. companies are making significant IT
investments that are helping drive their success.
Customer requests and client-facing features are the
primary factors that trigger their investments. The
innovative products or practices of a competitor and
regulatory changes are the next most-cited drivers.
Business conditions certainly are a factor as companies
prioritize their IT investment choices. For example,
concerns about customers, competition and data
security drive IT investments for a greater percentage of
thriving companies than for declining companies; this
holds true for both U.S.- or non-U.S.-based companies.
U.S. companies are investing in IT, but these dollars
are being spent primarily in the fundamentals. Across
industries, an average of 74 percent of the IT budget is
spent on operational expenses, i.e., maintaining legacy
applications and infrastructure.
Yet a closer look at the degrees of successful
implementation reveals some starker contrasts. A
greater percentage of non-U.S. companies are showing
significant success in cloud computing, customer

Information technology and
data security

relationship management tools, and in big data and

Overall, U.S.-based companies are lagging behind non-

more prevalent outside the United States.

U.S. companies in their use of information technology.
According to the 2015 Monitor, non-U.S. companies
participating in the survey are leading in almost
every IT category, from cloud computing and mobile
technologies to customer relationship management
and emerging technologies to big data analytics and
social media.

business analytics. Emerging process technologies that
have been successfully implemented and leveraged are

Despite the growing strength of the current economy,
U.S. companies by and large dedicate only about
3.3 percent of revenue to technology. Even in an
era of high-profile and costly information breaches,
companies overall only invest roughly 6 percent of total
IT spending on security and risk management.
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No company is immune to unauthorized access to its

This perception, and the security decisions that are

data. Recent high-profile data breaches have influenced

informed by it, threaten to make companies vulnerable.

U.S. companies to update their security protocols.

While three quarters of Monitor participants report

Yet when it comes to their own companies, many

that their companies have had no security breaches,

executives feel it unlikely their data will be a target of

however, more than 60 percent are only somewhat

any breach attempts. They opine that their companies

(or not at all) confident that they have the ability to

are too small or that their data is too insignificant or

monitor and safeguard sensitive customer data from

even useless outside the context of their business.

unauthorized access.

F I G U RE 2. Percentage reporting confidence they
will not be the target of a data breach

Overall, U.S. and non-U.S. Monitor participants are
taking many of the same security measures to guard
against unauthorized data access, but to varying
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degrees depending on business conditions. The
primary action taken is to enhance employee security
protocols (such as passwords), a relatively low-cost
procedure but one that nearly 60 percent of thriving
companies are taking as compared to only 39 percent
of declining companies. Among the top five actions
taken by Monitor participants overall, just over half
of thriving companies purchased new or upgraded
software while only 27 percent of declining companies
will take this step.
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Executive Summary

LO O K I N G

AHEAD

The 2015 Monitor results provide a number of insights and guidelines that can
inform the strategic planning of U.S. manufacturers and distributors:

1

2

3

T H E U. S . M A R K E T
I S AT T R AC T I V E TO
E V E R YO N E , N OT J U S T
U. S . CO M PA N I E S

I N N O VAT I O N
CAN PROVIDE
A CO M P E T I T I V E
A D VA N TAG E

I N F O R M AT I O N
T E C H N O LO G Y N E E D S
TO B E F U L LY U T I L I Z E D

Favorable interest rates, energy costs

While the benefits of a more

companies—particularly those in the

and other factors are making the

innovation-focused industry

middle market—to be proactive in

United States a preferred destination

environment are appealing, evidence

their strategic use of technology— to

for foreign capital. That’s great news

suggests that U.S. companies are

effectively manage supply chains,

for the U.S. economy, but not always

falling behind their global competitors

run operations, mitigate risks

great news for U.S. businesses.

in the race to commercialize

and, ultimately, to compete in an

Foreign competitors hungry for a

profitable, high-margin products and

increasingly global market place. With

bigger slice of the world’s biggest

services. Many veteran observers

so much riding on how IT is utilized—

economy are investing in U.S.-based

say traditional manufacturing is in

providing products and services,

operations, taking advantage of

the midst of significant and highly

increasing efficiencies, optimizing

favorable conditions to grab a share

disruptive change; U.S. manufacturers

product usage, customizing client

of the market. Given the U.S.’s strong

and distributors need to assimilate

engagement—IT leaders need to play

economic position, foreign investment

innovation into their cultures in

a primary role in the strategic direction

is likely to increase, possibly sharply.

order to contend with the global

of the company because non-U.S.

competitors looking to enter or

companies are making significant

expand in the domestic market.

investments that are helping drive

There is a critical need for U.S.-based

their success.
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Profile of participants
The following charts provide a profile of participants in the 2015 Monitor report:
Participants by country
Global location of respondents
United States

Company operations
% of
respondents
65%

Equipment-intensive

22.3

Mexico

6

Innovation-focused

14.9

Processing- or time-intensive

11.9

Job shop

12.9

Warehousing

7.8

Other

4.9

Brazil

2

France

2

Italy

2

China

2

India

2

Hong Kong

2

Japan

2

Australia

2

Singapore

2

Germany

2

Spain

2

Canada

1

Manufacturing
Mostly manufacturing, some distribution

% of
respondents
56.2 %
22.6

Mostly distribution, some manufacturing

9.1

Distribution

12.0

Not a manufacturer or distributor

0.0

Note: multiple responses possible

Core customers
Customer type
Consumers

% of
respondents
29.1 %

Manufacturers

46.0

Distributors

34.3

Service industries

11.6

Health care

7.3

Institutional

8.2

Retailers

21.3

Construction

15.8

Transportation

8.5

Government

10.2

Other

4.0

Note: multiple responses possible

Type of company
Corporate entity

% of
respondents

Publicly traded corporation—US stock
exchange

14.6 %

Publicly traded corporation—non-US
stock exchange

4.0

39%

Private or closely held business

62.6

$10 million - $99.9 million

34

Private-equity owned business

13.6

$100 million - $499.9 million

14

Division of a larger public company

3.3

$500 million - $999.9 million

4

Division of a larger private company

2.0

$1 billion or more

8

Revenue size
Annual gross revenue
Less than $10 million
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25.4 %
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Business activity

n

Labor-intensive

% of
respondents

United Kingdom

Business activity

6

Type of operations

% of
respondents

Products primarily manufactured or distributed

Annual gross revenue
Revenue

% of
respondents

Average

$ 903,648,695

Aerospace

8.3 %

Median

$ 27,361,520

Automotive (OEM and aftermarket)

11.5

Biotech, life sciences, medical equipment
and supplies

6.4

Building materials

10.3

Chemicals, petroleum and plastics

8.2

Computers, electronics, electrical
components and appliances

10.8

Products

Energy and cleantech

5.0

Food and beverage

11.3

Furniture and fixtures

6.5

Industrial and commercial machinery

17.7

Full-time employees
Total

Domestic

Outside home
country

Median

150

130

0.0

Average

2,782

1,507

1,283

Title of respondent
% of
respondents

Title of respondent

Household goods and products

7.8

Chair

3.3 %

Metal fabrication

13.9

33.9

Personal care products

4.4

Chief Executive Officer, President,
Managing Director, Owner

Textiles, apparel and accessories

7.8

Principal, Managing Partner, Partner

9.7

5.7

Chief Operating Officer

7.9
17.8

Wood, paper products and printing

5.2

Chief Financial Officer, Senior Finance
Executive

Other

16.8

Chief Marketing or Sales Officer

5.4

Transportation equipment (other than
aerospace or automotive)

Note: multiple responses possible

Chief Information Officer

3.7

Other title

18.4
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