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Growth
in the
Gear Industry
A SUPPLIER’S PERSPECTIVE
Leon Kozlov and Alex Uster,
Barit International Corp.

B

etween the roller coaster ride of the manufacturing economy and the way companies continually
change how they conduct business, our industry
has seen a lot of change over the past five years.

Barit International Corp. is a company that started small, but
continues to grow, even through adverse market conditions.

Why did it take two years for Barit to catch up with the Dow
Jones? During the time that the rest of the economy was on
the rise, consumer confidence was also on the rise. Because
of that, manufacturing production increased, demand for
new machines increased, the demand for gears increased,
and finally, the demand for gear cutting tools increased. As
inventories of old tools started to deplete, new tools had to be
ordered. As a result, Barit has seen one of the largest growth
booms in its history.
Another factor we considered was the total sales volume
placed with Barit on an annual basis. From 2002–2004, Barit
saw a steady increase of 4% on average. However, in 2005,
there was an incredible increase of 43% compared with 2004.
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Recently, we conducted a simple analysis, comparing our
annual sales and number of orders received with the Dow
Jones Index over the past five years. We understand that
our analysis is not comprehensive. There are many subjective
factors present, and our experience may not reflect what the
rest of the industry has experienced. Nevertheless, we believe
there is a definite correlation between the Dow Jones Index
and the manufacturing sector.

Interestingly, the Dow Jones’ worst years were 2001 and
2002, while for Barit the worst years were 2003 and 2004
(see chart 1).
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Barit started out in 1989 selling gear cutting tools. Since then,
our company has seen some significant changes, including
cutting ties with old vendors and the death of our company’s
founding president, Alex Polevoy, resulting in an overhaul of
our leadership team and sales force. The significance of these
events in conjunction with market trends has made for some
very interesting observations.
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Chart 1 — Barit sales vs. Dow Jones.
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Even though total earnings and overall sales increased, the
total amount per order went down over that period.
The reason orders got smaller is because we are operating on
a smaller margin due to competition. Companies are being
careful about their spending and looking for cost-effective
methods of manufacturing. For example, instead of buying
a hob to cut 200 parts, a manufacturer might buy a milling
cutter. This way the manufacturer saves a few dollars and cuts
his operating costs to remain competitive.

“YOUR FIRST CHOICE”

From Prototypes
to High Volume
Production

For Outsourcing
Your Gear
Manufacturing

Visit our website for more info
www.ﬁrst-gear.com
ISO 9001 : 2000 CERTIFIED
7606 Freedom Way • Fort Wayne, IN 46818
Tel: (260) 490-3238 • Fax: (260) 490-4093
www.first-gear.com

If you want to produce parts like these, your best choice is

Also, because of a tough market environment, cutting tool
suppliers—including Barit—began to offer more aggressive
pricing, even at a time when the price of high-speed steel
was rising, and exchange rates and transportation costs were
not in our favor. So volume went up, while profit margins
went down.
Because we are a small company, we believe we are somewhat
more sensitive to fluctuations in the marketplace. Orders—or
lack of orders—from a small number of customers might
have a big impact on our operation. On the other hand, we
believe we’re better able to weather the storm than some
larger companies because of our lower overhead and ability
to react quickly.
What we’re seeing so far in 2006 is a slight decrease in the
number of orders, but a slight increase in price and quantity per order (see chart 2). We are starting to see orders for
greater dollar amounts and from larger customers with greater
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Chart 2 — Total orders and average amount per sale.
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Leistritz Corp. 165 Chestnut Street Allendale, NJ 07401

all competing for the same business. Consequently, prices
are decreasing. So in order to maintain the competitive edge,
companies need to differentiate themselves from the competition. That means customers need to know that, in the event
of a problem, the vendor will be there to find a solution.
We look forward to meeting the new age of manufacturing head on. Being able to weather the storm made Barit
stronger, more efficient and much more competitive, not
only in the U.S. arena, but internationally as well. We believe
it’s important to maintain our core principles, regardless of
what’s happening in the market. For us, that means:
1.) Believe in the product(s) that we sell, and maintain a
proven track record of quality and precision.
2.) Offer personalized customer service and solutions,
including expert analysis and engineering services with
specifically tailored solutions.
3.) Keep a competitive edge by being aware of new technologies and capabilities.
4.) Maintain a network of vendors, built on trust and reliability.
5.) Always think ahead. Anticipation and flexibility allow
you to adapt with changing times.
Today we are seeing a lot of positive signs in the market and
hope that the trends are not a fluke. With the Dow reaching
a peak now, we will probably see another year or two years
of stable business before we see further growth. In any case,
we are living in very opportune times, and we hope that all
the companies in the gear industry can embrace this exciting
period with optimism, adventurous spirit and ambition. 
For more information:
Barit International Corp.
3384 Commercial Ave.
Northbrook, IL 60062
Phone: (847) 272-8128
Fax: (847) 272-8210
E-mail: sales@barit.com
Internet: www.barit.com

CONTACT:
MIDWEST GEAR
CRAIG D. ROSS
& TOOL, INC.
(586) 779-1300
15700 Common Rd.
Roseville, MI 48066 midwestgear@sbcglobal.net FAX (586) 779-6790
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Innovative Machine Tool Solutions

BOURN & KOCH Gear Hobbers & Gear Grinders
FELLOWS Gear Shapers
ROTO-CHECK Gear Inspection Systems
BOURN & KOCH Hob & Shaper Cutter
Inspection Systems
FELLOWS Lead & Involute Masters
ROTO-GRIND Precision Rotary Inspection Tables

Remanufacturing / Retrofitting
BOURN & KOCH, FELLOWS, BARBER COLMAN,
GLEASON, LIEBHERR & PFAUTER
Gear Hobbers, Gear Shapers & Gear Grinders
M&M, KLINGERBERG, HOFFLER, ROTOTECHNOLOGY & ITW Gear Inspection Systems
Recalibration of your Lead & Involute Masters

O.E.M. Parts / Service / Attachments /
Field Retrofits / CNC Enhancements
Parts:
Bourn & Koch/Barber Colman 800/860-4013
Fellows
802/674-6500
Roto-Check/Roto-Grind
937/859-8503
Service:

800/860-4013

BOURN&KOCH

New O.E.M. Machines

INC

Your True Machine Tool Source
2500 Kishwaukee St. Rockford, IL 61104
tel 815/965-4013 fax 815/965-0019
www.bourn-koch.com bournkoch@worldnet.att.net
Sales Enterprise Partner
Machines proposed & sold through the Star SU direct selling group

BOURN
&KOCH

TRUE DIMENSION
GEAR INSPECTION™
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Nachi
OPENS TOOL FACILITY
Nachi-Fujikoshi of Japan announced the opening in May of a
new cutting tool regrinding and coating facilities in Charlotte,
NC.
“As a recent trend, manufacturers have been actively regrinding/recoating worn cutting tools whose accuracy has dropped,
in order to reuse existing tools,” Nachi said in its press release.
“In the precision tooling industry, the regrinding/recoating
market has even grown to a size comparable to the volumes
of newly designed/manufactured tools.”
Nachi Precision North Carolina Inc. will focus on regrinding and recoating precision tools mainly for automobile parts
manufacturers and their suppliers in the Southeast.
“In addition to manufacturing/selling newly designed tools and
providing various engineering know-how, Nachi-Fujikoshi
has also been supplying regringing/recoating services at the
request of certain large customers,” the release says. Nachi will
use its new facility “as a hub, along with other existing U.S.
facilities, to launch full-scale engineering services to build the
foundation for a new business.” 



Birkshire
Hathaway

+/- .001 mm
Repeatability

BUYS ISCAR
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• 0-12” OD CAPACITY
• 0-9” ID CAPACITY
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• SHAFT CAPABLE
• SHOP HARDENED
• LOWEST COST IN THE INDUSTRY

Call to use gage for your next machine run off
90 Days at NO CHARGE

UNITED TOOL SUPPLY
8 5 1

O H I O

P I K E

•

C I N C I N N A T I ,

O H

4 5 2 4 5

TOLL FREE: (800) 755-0516
FAX: (513) 752-5599 • EMAIL: unitedtool1@aol.com
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Berkshire Hathaway Inc. and Iscar Ltd. announced in
May that Berkshire has agreed to acquire 80% of the Iscar
Metalworking Companies (IMC) in a transaction that values
IMC at $5 billion.
The Iscar Metalworking Companies is a privately held group,
with operations worldwide, and a number of metal cutting tools business, including the Iscar, TaeguTec, Ingersoll
and other IMC group companies. Upon completion of the
transaction, Berkshire will own 80% of the business and the
Wertheimer family, IMC’s current shareholders, will own the
remaining 20%. The transaction remains subject to customary
closing conditions, including regulatory approvals, although


the U.S. Federal Trade Commission has already cleared the
transaction.
After becoming a part of the Berkshire family of businesses,
IMC will continue to be managed by its current executives, including Chairman Eitan Wertheimer and President
and Chief Executive Officer Jacob Harpaz, according to
Berkshire’s press release. IMC will remain headquartered in
Tefen, Israel.
“We are delighted to partner with the Wertheimer family and
IMC’s current management,” said Warren Buffett, Berkshire
Hathaway chairman and chief executive officer. “As a truly
international business, IMC is a top performer in its industry, with exposure to European, Asian and Latin American
markets, as well as significant opportunities for growth as it
continues to penetrate the North American market. My partner, Charlie Munger, and I have been impressed by IMC’s
simple and profitable business model. With this acquisition,
we have the benefit of investing in a stable business with very
significant growth prospects.”
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As a member of the Berkshire family, we’ll have the benefit of
a strong platform that’s committed to continuing our historical success,” Wertheimer said. 

Regal-Beloit
SELLS CUTTING TOOLS UNIT
Regal-Beloit Corp. announced in May the completion of the
sale of substantially all of the assets of its Regal Cutting Tools
division to Korean cutting tools manufacturer YG-1.
“This is a very positive move for the Regal Cutting Tools
business as it will be aligned with a world leading manufacturer and marketer of high speed and carbide rotary cutting
tools,” said Henry W. Knueppel, chairman and CEO of
Regal-Beloit, in the company’s press release.
“As we moved aggressively into motion control systems, electric motors and power generation over the past several years,
the cutting tools business was no longer a strategic focus for
us. We are pleased that a global, cutting tool-focused company has purchased the business and that we were able to
agree to a structure that should benefit the employees, the
community and the respective businesses.” 

LOWEST COST PER PIECE

Guaranteed!

Colonial’s promise to the Broach user is simple:

At Colonial our Lowest Cost Per Piece (LCPP™) Management Team will assist your firm in
establishing a lowest cost per piece AND support it with a "Money-Back Guarantee!"

A Broach Industry FIRST!

Colonial is able to deliver on this promise by taking advantage of our “decades of experience” that benefits our Lowest
Cost Per Piece (LCPP™) Managing Team by providing you with a broaching system with a lowest fixed cost per piece.

Brett Froats

President
Broach Division

SMART • FAST • ACCURATE
Taylor, Michigan: 313 . 965 . 8680
Windsor, Ontario: 519 . 253 . 2461
sales@colonial.ca • www.colonialtool.com
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