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Minnesota Manufacturers Optimistic about Late 2003    


Despite persistently lackluster activity in the 
manufacturing industry, businesses are more 
encouraged about the next six months than they 
have been over the past two years. A random 
sample survey of Minnesota manufacturers 
conducted in August and early September by the 
Minnesota Department of Employment and 
Economic Development (DEED) and the Federal 
Reserve Bank of Minneapolis found that 84 
percent of manufacturers believe their number of 
orders and production levels will increase or 
remain the same in late 2003, a response six to 
nine percentage points higher than that reported 
in the Winter 2003 survey.   

The diffusion index for employment over the next 
six months increased to 52, slightly tipping the 
category into growth status and suggesting more 
stability for Minnesota’s manufacturing 
employees through the remainder of the year.  A 
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While industry expectations of an increase in 20% 

10%orders and profits did not fully materialize in 
0%early 2003, small improvements were noted over 

the previous six months.  Minnesota 
manufacturers reported even greater  

increases in production levels and exports than 
had been predicted in late 2002. The growth in 
exports is consistent with increases seen in 
DEED’s Quarterly Export Statistics report of 
September 2003.  However, orders, employment 
levels and investment remained relatively 
constant. 

Overall, the diffusion index for most categories 
remained below 50 suggesting that weaknesses 
seen in late 2002 continued into early 2003, 
although their severity had lessened. 

Outlook on the Manufacturing Industry 

Minnesota manufacturers are optimistic about late 
2003. Over 46 percent feel their number of 

Outlook on Economic Indicators for Minnesota's 
Manufacturing Industry - 2nd Half 2003 
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orders will increase and 42 percent expect higher 
production levels - the most encouraging 
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Similarly, there is a slight increase in the 
percentage of manufacturers expecting an 
increase in employment levels.  While the 
majority of respondents note that employment 
will not change in late 2003, the diffusion index 
for employment increased to 52 and suggests 0% 
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The results of the survey are consistent with 
Creighton University’s August Business 
Conditions Index for Minnesota, which found 
solid improvements in orders, while the overall 
index rose to its highest level since September 
2000. 

The Institute of Supply Management’s Report on 
Business also noted strength in orders and 
production levels for the U.S. manufacturing 
industry and surmised that a recovery for the 
second half of the year was on track. 

Outlook on the State Economy 

Manufacturers in the state are encouraged by 
what they see in the overall state economy.  
Approximately 80 percent predict growth or 
stability in the economy over the next six months.  
The percentage of businesses reporting that they 
expect investment, employment, consumer 
spending and profits to increase also grew  

compared to the survey conducted six months 
ago. 

In particular, predictions of growth or stability in 
consumer spending increased from 56 
percent in the previous survey to 79 percent.  
Meanwhile, employment in the state is expected 
to stabilize, with less than one quarter responding 
that they feel employment will decrease over the 
next six months. 

Outlook on State Economic Indicators - 2nd Half 2003 
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M innesota Summer 2003 M anufacturing Business Conditions Survey Results 
Compared to the second half of 2002, 
in the first half of 2003 your location's: Up 

31% 
Same 
28% 

Dow n 
41 % 

Diffusion 
Index* 

4 5 N u m b er of ord ers 
P rodu ct/service productio n level 3 2% 33% 35 % 4 8 
E m p loym ent level 1 4% 52% 34 % 4 0 
In vestm ent in plan t/eq uipm en t  2 2% 42% 36 % 4 3 
P rices 18% 55% 27% 4 6 
P rofits  1 8 % 27% 55% 3 2 
E xports 26% 45% 29 % 4 8 
D ebt level 3 1% 48% 21 % 5 5 

Compared to the first half of 2003, 
during the next six months you expect your location's: Up 

46% 
Same 
38% 

Dow n 
16 % 

Diffusion 
Index* 

6 5 N u m b er of ord ers 
P rodu ct/service productio n level 4 2% 42% 15 % 6 4 
E m p loym ent level 1 9% 66% 15 % 5 2 
In vestm ent in plan t/eq uipm en t  2 1% 54% 25 % 4 8 
P rices 15% 70% 16% 4 9 
P rofits  2 9 % 39% 32% 4 8 
E xports 28% 56% 16 % 5 6 
D ebt level 1 9% 58% 23 % 4 8 

W hat is your outlook on the follow ing state economic 
indicators during the next six  months: Up 

26% 
Same 
46% 

Dow n 
28 % 

Diffusion 
Index* 

4 9 B u siness in vestm ent 
E m p loym ent 24% 52% 24 % 5 0 
C o nsum er sp ending 24% 55% 20 % 5 2 
In flatio n 3 1% 64% 6% 62 
E cono m ic grow th 34% 46% 21 % 5 7 
C o rporate profits  2 8% 38% 34 % 4 7 

*A diffusio n ind ex greate r tha n 5 0 ind ic a tes e xp a nsio n, le ss than 5 0 ind icates contrac tion.

N otes: B ased o n resp onses from 252 M innesota businesses w ith manufacturing on site, for a respo nse rate of 25 percent.  The sampling error is plus

or minus 6.1 percentage points at the 9 5 percent confidence level.  P ercentages may not add to 100%  due to rounding. 


Prepared by the A nalysis and Evaluatio n O ffice, M innesota D epartment of Employment and Economic D evelopment, September 2003. 



