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From this week's Focus 

Some Chicago-area manufacturers are bringing production back to U.S.

No multimedia for this project.

By: John Pletz December 06, 2010 
The Moreys remember well Chinese New Year two years ago, when they were calling all over Shenzhen, China, trying unsuccessfully to find someone who could pick up a load of finished parts from a factory during the two-week holiday and ship them to Chicago. Then it was holes not drilled deeply enough in a shipment of circuit boards from a Chinese supplier. Similar problems have occurred in metal and plastic castings. 

“An infinite number of problems occur when you have a supply chain 8,000 miles long,” says Dana Morey, an executive vice-president at Woodridge-based electronics manufacturer Morey Corp., which employs about 650 and does about $150 million in annual sales. So far this year, Morey has spent around $200,000 to ship parts from China via air freight. 

These days, Morey, which, among other electronics, makes engine controllers for heavy equipment, is looking to buy many parts closer to home. The 76-year-old company gets aluminum castings, or enclosures, from a company in Northbrook, and it's using U.S. suppliers for some circuit boards, says Mr. Morey, who helps run the company with his brothers Scott and Jay. Next up are plastic castings used for enclosures. 

Morey is part of the wave of “near-shoring” or “re-shoring” of production that gained momentum during the recession. Manufacturers are bringing work back to the U.S. because of the rising cost of shipping, labor and raw materials—coupled with quality problems and shortened lead times from customers unable to predict their own orders in a still-choppy economy. 

“People are starting to see they went too far in outsourcing,” says Harry Moser, former chairman of Lincolnshire-based machine-tool maker AgieCharmilles LLC and a proponent of bringing manufacturing work back to the U.S. 

The near-shoring trend is hard to quantify, however. A January study by Chicago-based accounting firm Grant Thornton LLP found that 20% of the 312 companies it surveyed had shifted from Asian suppliers last year to partners closer to home, mostly in the U.S. And 12% planned to do so this year. 

While it's not enough to reverse the 40-year shift in manufacturing from the U.S. to Asia, Mexico and Latin America, winning back some work that had gone overseas is helping manufacturers recover from the deep downturn that started three years ago. 

Acme Industries Inc., a machine shop in Elk Grove Village, recently had a customer return after leaving two years ago for a Chinese supplier who offered 30% lower prices, says Bob Clifford, vice-president of sales. The customer, which makes compressors for the oil and gas industry, added about 5% to Acme's total sales. “The main driver was timing,” he says. “Anybody that needs to bring parts over on a boat can't live with two months' lead time.” 

It's harder to identify how big a role re-shoring is playing in a tepid manufacturing recovery that has seen Illinois manufacturers add 10,500 jobs this year after losing 115,000 during the recession, according to the Illinois Department of Employment Security. 

Acme Alliance LLC, the Northbrook company supplying Morey with aluminum enclosures, added seven workers to its 110-person staff—five because of work from Morey and two more because of re-shoring by a Wisconsin engine maker, CEO Matt Lovejoy says. 

Meanwhile, Chicago-based Edsal Manufacturing Co., the nation's largest maker of metal shelving, persuaded a major warehouse retailer four months ago to buy shelves from Edsal's U.S. facility instead of its China factory, adding about 20 jobs to Edsal's workforce of about 600 in Chicago.


Bob Clifford's Acme Industries recently won back a customer from a Chinese rival.
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The recession, which hit manufacturing especially hard, forced companies to scour their costs at a much finer level of detail than before. When customers look beyond just the list price of a part, “the total cost of offshoring is much higher,” Mr. Moser says. Acme Alliance estimates that shipping, increased inventory and other expenses add about 30% to the total costs of imported products. 

Edsal has been bringing back work from China for two years as costs for raw materials and shipping have risen. “On a $100 consumer (rack), $70 is raw material and about $20 is shipping,” company President Mitchell Liss says. “Raw materials are equal now. And we've got a $20 head start if we make it here because shipping isn't an issue.” 

That's why Wrap-on Co., a small maker of cables used to heat pipes and roofs, decided to return production of some cables to its Bedford Park plant, though the majority still is sourced from China. “We found we could produce the longest-length cables at almost the same cost here as in China,” says Jerry Trakzelis, operations manager. “We were having a lot of damage in shipping, and the shipping costs were going up.” 

Mr. Morey says that instead of having eight weeks of inventory on hand from an Asian supplier, he now has just a day's worth or so from his local vendor. Reducing inventory can have a dramatic impact on working capital, totaling hundreds of thousands of dollars for a company like Morey, which started out making radio-test equipment in the 1930s. If there's a problem, the savings compound because “you don't have a six-week supply of defective parts on hand that need to be fixed and another six weeks of inventory on the water,” he says. 

One challenge in bringing work back to the U.S. is finding suppliers. Most printed circuit-board production left the U.S. for Asia more than a decade ago. 

“We have slashed capacity in a variety of industries,” says Mr. Scott, the economist. “Once you lose it, it's hard to rebuild.”
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