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Manufacturing Industry Is Optimistic for 2012

Most of Minnesota’s manufacturers expect conditions in 2012 to improve or be the same as in 2011. With less than 10 percent of manufacturers expecting production and employment to decrease in 2012, manufacturers appear to be optimistic about the coming year. 
A random sample survey of Minnesota manufacturers conducted in November by the Minnesota Department of Employment and Economic Development (DEED) and the Federal Reserve Bank of Minneapolis reports that around half of Minnesota’s manufacturers expect growth in orders and production level in 2012, and slightly less than one-third plan to increase employment.  
The Manufacturing Industry in 2011
Many Minnesota manufacturers experienced a better 2011 than 2010.  At least half saw growth in orders and production levels and slightly more than one-third hired new employees.  However, employment data in manufacturing for the first half of 2011 indicates a conservative 2.9 percent increase. One respondent noted, “We had to make a lot of cuts, costs have gone up, and we have had a very hard time.”   


Profit levels were mixed for manufacturers – although 30 percent experienced increased profits, 40 percent indicated declines. Increased productivity and increased exports for around half of manufacturers point to an upbeat outlook for profit levels.
Slightly more than one-third of manufacturers increased investment in their plant and equipment, while one-quarter reported decreased investment in 2011, similar results to those in 2010.  Manufacturers who increased their investments were likely among the 62 percent facing recent improved access to credit. Access to bank credit deteriorated recently for about 10 percent of Minnesota manufacturers, less than half the percentage (23 percent) of a year ago.  
Outlook on the Manufacturing Industry 
Minnesota manufacturers expect growth over the next year to be similar to 2011 levels, or better.  Around half foresee growth in orders and production levels; the diffusion indices for these indicators are 70 to 71, exceeding the 50 threshold that indicates expansion. While 30 percent anticipate increasing employment, more (62 percent) intend to maintain current levels.


Continued productivity growth is expected by almost one-half of manufacturers. While 41 percent expect profits to rise, 42 percent expect them to be flat. One respondent cautioned, “Prices are very competitive and it's tough to break even on projects.” About one-third will increase investment in plant and equipment but about one-half will maintain current levels.  
Outlook on the State Economy
Manufacturers in Minnesota are also somewhat optimistic about growth in the state economy over the next year. State diffusion indices in 2012 are above 50 for business investment, employment, economic growth, corporate profits and consumer
spending, suggesting they are all expected to expand. However, manufacturers’ optimism is slightly more subdued for the state economy than for their own business. 

	2011 Minnesota Manufacturing Business Conditions Survey Results

	Compared to 2010, in 2011 your location's:
	Up
	Same
	Down
	Diffusion Index*, 2011
	Diffusion Index*, 2010
	 

	Number of orders
	56%
	19%
	26%
	65
	64
	 

	Product/service production level
	50%
	31%
	19%
	66
	65
	 

	Employment level
	35%
	46%
	19%
	58
	56
	 

	Investment in plant/equipment
	34%
	41%
	25%
	54
	52
	 

	Prices
	36%
	49%
	14%
	61
	50
	 

	Profits
	30%
	31%
	40%
	45
	50
	 

	Productivity
	47%
	41%
	12%
	68
	66
	 

	Exports
	50%
	39%
	11%
	70
	56
	 

	 
	Decrease
	0%
	1-2%
	3-5%
	6-9%
	>10%

	Wages per worker
	3%
	37%
	30%
	25%
	2%
	3%

	Benefits per worker
	9%
	45%
	16%
	20%
	5%
	4%

	Compared to 2011, during 2012 you expect your location's:
	Up
	Same
	Down
	Diffusion Index*, 2011
	Diffusion Index*, 2010
	 

	Number of orders
	53%
	35%
	11%
	71
	71
	 

	Product/service production level
	48%
	43%
	9%
	70
	72
	 

	Employment level
	30%
	62%
	8%
	61
	63
	 

	Investment in plant/equipment
	34%
	48%
	18%
	58
	58
	 

	Prices
	40%
	53%
	7%
	67
	62
	 

	Profits
	41%
	42%
	17%
	62
	59
	 

	Productivity
	47%
	46%
	7%
	70
	71
	 

	Exports
	44%
	47%
	9%
	68
	61
	 

	 
	Decrease
	0%
	1-2%
	3-5%
	6-9%
	>10%

	Wages per worker
	2%
	30%
	39%
	28%
	0%
	1%

	Benefits per worker
	5%
	46%
	28%
	13%
	6%
	2%

	What is your outlook on the following state economic indicators during the next year?
	Up
	Same
	Down
	Diffusion Index*, 2011
	Diffusion Index*, 2010
	 

	Business investment
	23%
	55%
	22%
	51
	52
	 

	Employment
	30%
	54%
	16%
	57
	60
	 

	Consumer spending
	28%
	47%
	25%
	52
	55
	 

	Inflation
	66%
	31%
	3%
	82
	78
	 

	Economic growth
	27%
	45%
	28%
	49
	57
	 

	Corporate profits
	32%
	42%
	25%
	54
	53
	 

	Has your company's access to bank credit deteriorated over the past three months? 
	Yes, a lot
	Yes, some
	No change
	Improved some
	Improved 
a lot
	Not applicable

	
	6%
	4%
	12%
	56%
	6%
	15%

	In what areas, if any, has the change in access to bank credit affected your firm's future plans? Check all that apply.
	Hiring
	Capital Expenditures
	Expansion
	Inventory Levels
	 
	 

	
	18%
	40%
	28%
	21%
	 
	 

	*A diffusion index greater than 50 indicates expansion, less than 50 indicates contraction.                                                                                                                                                                                                                         Notes: Based on responses from 191 Minnesota manufacturing businesses, for a response rate of19.1 percent.  The sampling error is plus or minus 7.04 percentage points at the 95 percent confidence level.  Percentages may not add to 100 percent due to rounding.
Prepared by Analysis and Evaluation, Minnesota Department of Employment and Economic Development, December 2011.




Outlook on Economic Performance for Minnesota's Manufacturing Industry --
2012, Compared to 2011
Up	Orders	Produc- tion	Employ- ment	Invest- ment	Prices	Profits	Produc- tivity	Exports	0.53164556962025311	0.48076923076923078	0.29936305732484075	0.34177215189873417	0.40127388535031849	0.41139240506329117	0.47096774193548385	0.44444444444444442	Same	Orders	Produc- tion	Employ- ment	Invest- ment	Prices	Profits	Produc- tivity	Exports	0.35443037974683539	0.42948717948717952	0.61783439490445857	0.48101265822784811	0.5286624203821656	0.41772151898734178	0.45806451612903226	0.46666666666666662	Down	Orders	Produc- tion	Employ- ment	Invest- ment	Prices	Profits	Produc- tivity	Exports	0.11392405063291139	8.9743589743589744E-2	8.2802547770700632E-2	0.17721518987341769	7.0063694267515922E-2	0.17088607594936708	7.0967741935483872E-2	8.8888888888888892E-2	


Outlook on State Economic Indicators for 2012
Up	Business investment	Employment	Consumer spending	Inflation	Economic growth	Corporate profits	0.22929936305732487	0.30128205128205127	0.28205128205128205	0.66242038216560506	0.2709677419354839	0.32467532467532467	Same	Business investment	Employment	Consumer spending	Inflation	Economic growth	Corporate profits	0.55414012738853502	0.53846153846153844	0.46794871794871795	0.30573248407643311	0.44516129032258062	0.42207792207792205	Down	Business investment	Employment	Consumer spending	Inflation	Economic growth	Corporate profits	0.21656050955414013	0.16025641025641024	0.25	3.1847133757961783E-2	0.28387096774193549	0.25324675324675322	


Outlook on Economic Performance for Minnesota's Manufacturing Industry --
2011, Compared to 2010
Up	Orders	Produc- tion	Employ- ment	Invest- ment	Prices	Profits	Produc- tivity	Exports	0.55625000000000002	0.50314465408805031	0.35031847133757954	0.339622641509434	0.36477987421383645	0.29559748427672955	0.4746835443037975	0.5	Same	Orders	Produc- tion	Employ- ment	Invest- ment	Prices	Profits	Produc- tivity	Exports	0.1875	0.3081761006289308	0.45859872611464975	0.4088050314465409	0.49056603773584906	0.3081761006289308	0.40506329113924056	0.39130434782608697	Down	Orders	Produc- tion	Employ- ment	Invest- ment	Prices	Profits	Produc- tivity	Exports	0.25624999999999998	0.18867924528301888	0.19108280254777071	0.25157232704402516	0.14465408805031446	0.39622641509433959	0.12025316455696203	0.10869565217391304	



