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MANUFACTURING OPPORTUNITIES – AND CHALLENGES
Manufacturing leaders have faced unprecedented
challenges amid the COVID-19 pandemic, both within
their companies and across their supply chains.
Even as executives labored to keep employees and
customers safe, they also struggled with massive
fluctuations in demand, suppliers unable to deliver
critical materials, and crippling labor shortages.
It’s no wonder these leaders are looking to a 2022
recovery with relief – and renewed optimism.
The CohnReznick Manufacturing Checkup – a new
survey of U.S. manufacturers – has found that many
manufacturers have weathered the pandemic storm,
but others are challenged in managing three key
drivers of profitability:
1. Operational Excellence: Some
manufacturers continued to implement
best practices – within their companies
and across their supply chains –
throughout the pandemic while many others lost
focus. For those that have only implemented limited
continuous-improvement efforts, they’ll need to
redeploy the tools that can make production more
efficient (e.g., performance management systems,
waste elimination, and standardized work), supply
chains more reliable (e.g., sharing forecasts,
enhanced communications), customers more
satisfied (e.g., omnichannel purchasing, after-sales
supports), and their organizations more profitable.

2. Risks and Controls: Many
manufacturers have developed
strategic practices and communications
infrastructures to identify, assess, and
minimize emerging risks at their companies
and across supply chains. They leverage these
capabilities to engage managers and frontline
associates in creating a zero-tolerance culture for
actions that damage the organization. Others,
however, have yet to establish risk management
as a priority, leaving their workers – and firms – in
harm’s way.
3. Environmental, Social, and
Governance (ESG) Programs:
Most manufacturers recognize that
ESG programs not only enhance
their corporate reputations, but can also
drive sustainable growth. Yet roughly half of
manufacturers are just getting started with ESG
internally – or with monitoring supplier ESG
performances.

Assess the efficiency and
effectiveness of your corporate
functions and benchmark against
your peers. Learn more.

Read on to conduct your own Manufacturing Checkup. You’ll find
out if your company has the practices and systems for sustainable
profitability – and what to do if you don’t.
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OPERATIONAL EXCELLENCE
Over the last four decades, manufacturers in every
industry have realized the need for continuous
improvement, and adopting methodologies – lean
thinking, total quality management, and six sigma –
once considered revolutionary but now recognized as
common sense. Companies that maintained their focus
on operational excellence during COVID-19 survived –
and often thrived – despite repeated challenges.
Others, however, lost their way during the pandemic.
For them, labor shortages and rising supplier costs

served to spotlight operational weaknesses both
internally as well as with suppliers and customers.
CohnReznick found that roughly half - or more - of
manufacturers do not have common operations best
practices to drive continuous improvement (Figure 1),
and roughly half have lean production principals in place
(Figure 2). Beyond modest resources to provide time and
tools for implementation, few of these practices and
principles are new or expensive; but all require leadership
commitment and the engagement of employees in
understanding, deploying, and using these tools.

Figure 1. Programs and practices to drive continuous improvement (% of manufacturers)
Performance management system

55%

Quality certifications (e.g. ISO)

53%

Production system

48%

Strategy/policy deployment

45%

Continuous-improvement program

44%

5S/workplace organization

41%

Benchmarking

30%

Visual management boards

30%

Value-stream mapping

27%

Kaizen events/blitzes

27%

Waste elimination (i.e., seven wastes)

27%

PDCA problem-solving

21%

Zero-loss thinking
Other (please specify):
None of these

15%
0%

Multiple responses allowed

1%

Figure 2. Principles of company’s production system (% of manufacturers)
Continuous flow

47%

Standardized work

47%

Focus on customer value

46%

Level scheduling/workloads

37%

Multi-skilled frontline associates

37%

Pull-based inventory management

27%

Poka yoke/mistake-proofing

23%

Takt time

16%

Andon
None of the above

9%
2%

Other (please specify):

1%

No production system

1%
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OPERATIONAL EXCELLENCE (cont’d)
Some senior executives are following best practices
in designing and communicating goals for operations
(e.g., strategy development and deployment) as well
as guiding departments, management, and frontline
employees in achieving those goals (Figure 3). Their
efforts – such as leadership huddles, modeling
desired behaviors, and mentoring and coaching staff
– are helping to establish a growth course for their

companies. Others, however, have missed out on these
inexpensive ways to motivate their organizations.
The frailty of supply chains has been everyday
pandemic news, with most industries facing backlogs
or bottlenecks. Best practices – such as sharing
information with suppliers to speed communications
(e.g., EDI) – can help to alleviate these issues, but they’re
missing at a majority of manufacturers (Figure 4).

Figure 3. Standard work practices for leadership (% of manufacturers)
Strategy development

60%

Leadership huddles/meetings

59%

Strategy deployment

53%

Active role in training

36%

Mentoring/coaching of individuals

34%

Regularly scheduled one-on-one meetings

34%

Reflection meetings

31%

Modeling desired behaviors

28%

Active role in onboarding new employees

27%

Gemba walks
Other (please specify):
No leadership standard work

9%

0%

Multiple responses allowed

3%

Figure 4. Activities that take place with primary suppliers (% of manufacturers)
Periodic audit and certification of suppliers

46%

Sharing company forecasts with suppliers

37%

Electronic data interchange for suppliers

36%

Suppliers share forecasts with company

34%

Supplier-owned or -managed inventory

27%

Suppliers share talent/resources with company

26%

Sharing talent/resources with suppliers

25%

Sharing company intellectual property with suppliers

22%

Suppliers share intellectual property with company
Other (please specify):
None of the above
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OPERATIONAL EXCELLENCE (cont’d)
Many manufacturers have also had trouble keeping pace with customer
demands for new products. About two-thirds of manufacturers have
efficient product development processes resulting in the cancellation of
less than 10% of their R&D projects after they’ve consumed a
quarter of their budgets for prototypes, tooling, etc. (Figure 5).
But for others, larger numbers of late-project cancellations signal
that lean R&D practices – early, cross-functional buy-in and
ongoing commitment to product ideas – are missing from
their product development processes.
Figure 5. Percentage of new product ideas cancelled after
project consumes one quarter or more of its budget
(% of manufacturers)
>25%
1%

21-25%
4%

0%
13%

16-20%
11%

1-5%
26%

11-15%
21%

6-10%
25%

*Top value indicates answer range.
Bottom value indicates respondent
percentage.
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OPERATIONAL EXCELLENCE (cont’d)

0%
8%
76-99%
5%

Figure 6. Percentage
of sales exported
(% of manufacturers)

These cancellations are especially costly because
the wasted budgets could have been invested in
new drivers of value for customers such as serving
customers wherever they are (Figure 6); delivering
goods, services, and support to customers via
multiple channels (Figure 7); and developing aftersales services (Figure 8).

51-75%
14%

1-25%
38%

26-50%
34%

*Top value indicates answer
range. Bottom value indicates
respondent percentage.
59

Figure 7. Sales by channel
Company direct (not website)

25%

22%
20%

Distributors/wholesalers
17%
15%

Company website

Retailers

Third-party websites

Other

36%

10%

1%

15%

7%

4%
0%

Average

Median

Figure 8. After-sales services offered to customers (% of manufacturers)
Warranties with product purchase

49%

After-sales support

48%

Product returns

48%

Product replacements

44%

Extended warranties

43%

Product-usage guides/advice

41%

Service contracts

39%

Upgrades

33%

Product-usage training
Other (please specify):
None of the above

CohnReznick LLP

32%
0%
3%

Multiple responses allowed

7

OPERATIONAL EXCELLENCE (cont’d)
Operations best practices have positioned about a fifth
of manufacturers for profitability and success. Many
others, though, struggle with poor performances that
could be addressed with aggressive improvement efforts:
• Delivery: 20% report on-time delivery rates above
95% while 48% report delivery rates of 90% or worse.
• Quality: 25% report finished-product first-pass
yields above 95% while 49% report yields of 90% or
worse.
• Machine availability: 26% report machine
availability above 95% while 51% report availability
of 90% or worse.
• Supplier delivery: 17% report supplier on-time
delivery rates above 95% while 57% report supplier
delivery rates of 90% or worse.
• Supplier quality: 18% report more than 95% of
supplier deliveries pass all company criteria – such
as quality and count – while 59% report 90% or
fewer supplier deliveries pass all criteria.
• Customer retention rate: 22% report customer
retention rates above 90% while 33% report
retention rates of 70% or worse.

A deep dive into the state of
operations for manufacturers.
Access the full results.

CHECKLIST

✓

✓ Is your company leveraging all the best

practices and methods available – e.g.,
benchmarking, waste elimination,
workplace organization, supplierrelationship management – to
continuously improve and establish
higher levels of performance? Which
best practice tactics or levers are you
triggering to reap the greatest benefits?

✓ Does your company have the talent

and experience to develop a robust
continuous-improvement program
and engage all departments and staff
in deploying and leveraging it? Are all
employees engaged, educated, and
empowered to help the organization
identify and solve problems?

✓ Have you identified which of your

company’s operations performances
and processes need the most help?
Where are you focusing efforts now,
what have you already solved for, and
what will need to wait?

CohnReznick LLP
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BUSINESS RISKS AND CONTROLS
Manufacturers face an increasingly complex array
of internal and external risks – e.g., non-compliant
products and processes, workplace hazards,
unauthorized access to information and technologies,
and fraudulent practices. Leaders need to develop
strategies to identify and mitigate these risks before
injuries to employees or customers occur and the
bottom line is threatened.
Many manufacturers are prepared, at least for business
as usual, with 61% reviewing and updating their
company’s strategies at least biannually. But many
lack communication structures in which problem
identification and resolution is managed by frontline
employees. In fact, only 15% of manufacturers have
tiered communications structures in which that
can occur – i.e., Tier 1 daily frontline huddles that
communicate problems up to Tier 2 management/
supervisor huddles, which in turn communicate up to
Tier 3 senior-level huddles, with support flowing back
down to the frontline. Instead, the vast majority of
manufacturers use less effective manager-driven, topdown, or random communication structures (Figure 9).

These legacy communication structures contribute to
coordination failures across the enterprise: just 16%
of manufacturers report full collaboration across all
functions vs. 40% of firms with tiered communications.
How organizations communicate also affects how
they engage and support management and frontline
employees. CohnReznick found that only 35% of
manufacturers have a majority of frontline employees
routinely engaged in problem-solving projects (just 2%
have all frontline employees engaged).
Failure to effectively engage employees also
contributes to executive and frontline associate
turnover. Amid the pandemic, however, all types of
organizations suffered talent losses:
• A majority of manufacturers report annual turnover
rates of 5% or more among senior executives
• Two-thirds have operations management and
frontline turnover greater than 5% with one in 10
suffering turnover greater than 20%

Figure 9. Communication structures for leadership support of manager and frontline needs
(% of manufacturers)
Tieredcommunications
communications
structure
– e.g.,
Tier
1 daily
frontline
huddles
communicate
problems
Tiered
structure
— e.g.,
Tier
1 daily
frontline
huddles
communicate
problems
up
management/supervisor huddles
upup
to to
Tier
3 senior-level
up to
toTier
Tier22 management/supervisor
huddlesthat
thatcommunicate
communicate
Tier
3 senior-level
huddles/meetings;
down
to to
huddles
huddles/meetings;support
supportflows
flows
down
huddles

15%

Management-drivenstructure
structure—– e.g., managers/supervisors
routinelyassess
assessoperations,
operations,
Management-driven
managers/supervisors routinely
communicateproblems
problemstotoleadership,
leadership,and
andrequest
request
support
communicate
support
51%

Top-downstructure
structure—– e.g., leadership
periodicallyassesses
assesses operations,
operations,identifies
identifiespossible
possible
Top-down
leadership periodically
problems,
problems,and
andoffers
offerssupport
supporttotomanagement
management
Random
e.g., communications
communications among
Random structure
structure—
– e.g.,
amongleadership
leadershipand
andmanagement
managementtakes
takesplace
place
only
only when
whenmajor
majorproblems
problemsarise
arise

22%

No
No communication
communicationstructure
structure
11%
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BUSINESS RISKS AND CONTROLS (cont’d)
Manufacturers can also manage risks and improve
operations by deploying Internet of Things (IoT)
technologies that allow equipment to warn of issues
with regard to quality, safety, machine availability,
etc. But only a quarter of companies capture
operations data for predictive maintenance and
energy management, typical early targets for digital
transformation (Figure 10).

in 2020, analysts highlighted overreliance on
imported components and materials. Yet two-thirds
of manufacturers still import more than 25% of their
components and materials and expect to do so two
years from now. Making matters worse is that many
manufacturers don’t have backup/redundant suppliers
for high percentages of their primary suppliers (Figure 11).
These companies have nowhere to turn when a
supplier fails, or goods are stuck in ports and customs.

Manufacturers’ greatest risks, however, may exist
outside their walls. As U.S. supply chains slowed

Figure 10. Business functions utilizing Internet of Things devices to collect operating data (% of manufacturers)
Quality control

44%

Inventory management

40%

Safety management

38%

Logistics management across the supply chain

37%

Equipment utilization

34%

Industrial asset tracking

31%

Remote production control

30%

Energy management in manufacturing facilities

27%

Predictive maintenance

26%

Digital Twins
Other

10%
2%

None of the above

15%

76-99%
6%

Figure 11. Percentage of primary
suppliers with redundant or backup
supplier in place (% of manufacturers)

Multiple responses allowed

100%
2%

51-75%
17%
1-25%
41%

26-50%
32%
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*Top value indicates answer
range. Bottom value indicates
respondent percentage.
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CHECKLIST

✓

✓ Does your company have robust policies,
procedures, and technologies designed
to identify and mitigate risks, both
internally and across the value chain?
Are you able to easily identify your
strongest to weakest areas of exposure
or risk?

✓ Has leadership created a zero-tolerance
culture for actions and behaviors
that put the company’s employees,
operations, and reputation at risk?

✓ Do your third-party providers meet

your cybersecurity and data privacy
requirements?

CohnReznick LLP

Interested in mitigating internal
and external risks impacting the
manufacturing industry?
Learn more.
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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE
Environmental, social, and governance (ESG) programs
can enhance a manufacturer’s reputation, making it
more attractive to:
• Employees: Retain current staff and find new talent
attracted to responsible practices
• Customers: ESG-focused consumers and companies
seek to do business with like-minded organizations

Roughly half of manufacturers have well-established
ESG programs in place with clear value propositions,
goals, policies, data management and analytics, and
stakeholder reporting. Another 27% report having
incomplete ESG programs (Figure 12). The top reasons
for ESG programs are their ability to enhance a
company’s growth strategy or because supply–chain
and channel partners require them (Figure 13).

How do your ESG initiatives
stack up to your peers?
Learn more.

• Investors: ESG initiatives can help private equityowned manufacturers raise capital and attract buyers
Figure 12. Current state of ESG program (% of manufacturers)
12%

None:
None: The
The company
company has
hasnot
notyet
yetexplored
exploredimplementing
implementingan
anESG
ESGprogram
program

10%
27%

Exploratory: An
An ESG
ESG program
program is
is being
being evaluated,
evaluated, but
but has
hasnot
notyet
yetbeen
beenexecuted
executedby
by
Exploratory:
the
the company
company
51%

In
In Development:
development: ESG program
program has
has been
been formed,
formed, but
but is
is not
not complete
complete and
and lacks
lacks one
one
or
or more
more of
of the
the above
above elements
elements
Well-established:
Well-established: ESG
ESG program
programhas
hasclear
clearvalue
valueproposition,
proposition,goals,
goals,policies,
policies,data
data
management
management and
andanalytics,
analytics,and
andstakeholder
stakeholderreporting
reporting

22

Figure 13. Reasons to explore or implement an ESG program (% of manufacturers)
Growth strategy is enhanced with an ESG program

43%

Supply-chain and channel partner requirements

41%

Corporate culture/Corporate Citizenship/"Right thing to do"

34%

Access to "green" capital

26%

Recruiting and retention/employee pressures

23%

Investor/activist stakeholder concerns
Other
Not applicable
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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE (cont’d)
As manufacturers adopt their own ESG plans, some
have begun to require suppliers to keep pace. Yet
less than half of manufacturers actively manage ESG
supply-chain risks, such as measuring supplier ESG
performance against key performance indicators (KPIs)

(Figure 14). Even worse, only 36% of manufacturers
audited a majority of their primary suppliers in the
past year. This trend is likely to shift in 2022 and
beyond as ESG investing takes center stage among
the capital markets community.

Figure 14. Activities being implemented to manage ESG risks across the supply chain (% of manufacturers)
Accountability for ESG supply-chain risks are included in job role(s)

42%

Supplier ESG performance is measured against KPIs

39%

ESG supplier risk parameters have been identified and prioritized

35%

Contracts include ESG audit compliance terms, including remedies for nonperformance

35%

ESG sourcing criteria defined and integrated into procurement process

34%

Defined supplier code of conduct that includes ESG issues
Other

25%
1%

None of the above

13%

Multiple responses allowed

42

CHECKLIST

✓ Have you established
an ESG program?

CohnReznick LLP

✓ Are your suppliers

✓

held to the same
ESG requirements?

✓ Does your company

have the ESG expertise
needed to deploy your
program?
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PROFILE OF RESPONDENTS
Manufacturers that participated in the CohnReznick
Manufacturing Checkup came from across the country,
with the highest percentage located in California
(17%), New York (9%), and Connecticut, Florida,
Michigan, and Ohio (each with 6%). The manufacturing
companies were a mix of private equity-owned (35%),
private/family-owned (34%), and public (30%).
Industries with the highest representation in the survey
were machinery manufacturing (20%), fabricated
metal manufacturing (16%), computer and electronic
product manufacturing (13%), food manufacturing
(12%), and electrical equipment, appliance, and
component manufacturing (12%).1

Other profile characteristics included corporate revenues
(Figure 15), years in business (Figure 16), and the title of
the executive respondent (Figure 17).
Figure 15. Annual revenue (% of manufacturers)
10%
10%
10%

More than
than $10
$10 billion
More
$2 billion
billion to
to $10
$10 billion
$2

13%

$1 billion
billion to
to $2
$2 billion
$1

22%

$501 million
million to
to $1
$ 1billion
billion
$501

$101
$101 million
million to
to $500 million

The nature of operations was described as discrete
(measured by numeric quantities) by 38% of
manufacturers, process (measured by weight or
volume) by 22%, and both or hybrid by 40%.

16%
16%

$51 million
million to
to $100
$100 million
$51
$25 million
million to
to $50
$50 million
$25
Less than
than $25
$25 million(3%)
(3%)
Less

Figure 16. Years in business (% of manufacturers)
34%

26-50 years
26-50 years
23%

11-25 years
11-25 years
Less than 10 years
Less than 10 years

34%

Figure 17. Title (% of manufacturers)

34%

More than 50 years
More than 50 years

23%

7

34%

5%
8%
16%

19%

43%

Chairman (1%)(1%)
Chairman

Partner or Principal
or comparable
(3%)
Partner
or Principal
or comparable
(
CTO (3%)
CTO
(3%)
CFO (3%)
CFO
(3%)
Other C-level
title ortitle
comparable
Other
C-level
or comparable
COO
COO
VP oror
Director
or comparable
VP
Director
or comparable
CEO oror
President
CEO
President

9%

9%

Manager or above
Manager
or above

Participants could select more than one industry.

1
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METHODOLOGY
The CohnReznick Manufacturing Checkup was
sponsored by CohnReznick and conducted by The
MPI Group via an online questionnaire promoted
to manufacturing plant executives and managers.
The MPI Group received 172 valid participants
in August and September 2021. Responses were
entered into a database, edited, and cleansed to
ensure answers were plausible, where necessary.
All respondent answers to the survey are anonymous.
The survey questions consisted of:
• Directive single-answer questions for which
respondents were asked to “check one” answer
category
• Directive multiple-answer questions for which
respondents were asked to “check all that apply”

CONTACTS
Henrietta Fuchs, CPA
Partner and Co-Leader,
Manufacturing and Distribution
Industry Practice
646.762.3432
henrietta.fuchs@cohnreznick.com

• Open-ended numeric questions for which
respondents were asked to respond with a
number
For this report, tables and charts for “check one”
and “check all” answer categories are presented
either in the format presented on the survey or,
where more meaningful, in descending order
based on the percentage of responses for a
particular answer category (i.e., the answer
category with the highest percentage is listed
first). Data for directive questions is presented
with the percentage of responses for each answer
category. Tables and charts for open-ended
questions are presented with median and
average statistics.

Benchmark your company
against your peers.
Access the full survey results here.

Jeffrey W. Rossi, CPA, CFE
Office Managing Partner and
Co-Leader, Manufacturing and
Distribution Industry Practice
203.399.1903
jeffrey.rossi@cohnreznick.com

Jim Maurer, CPA
Partner, Manufacturing and
Distribution Industry Practice
312.788.6084
jim.maurer@cohnreznick.com

About CohnReznick
As a leading advisory, assurance, and tax firm, CohnReznick helps forward-thinking organizations achieve
their vision by optimizing performance, maximizing value, and managing risk. With over 100 years of
insight in the manufacturing industry, our experience spans nearly every industrial sector from textiles,
to semiconductors, to heavy manufacturing and more. Our clients benefit from the right team with the right
capabilities; proven processes customized to their individual needs; and leaders with vital industry knowledge
and relationships. Headquartered in New York, NY, with offices nationwide, the firm serves organizations around
the world through its global subsidiaries and membership in Nexia International. For more information,
visit www.cohnreznick.com

© 2022 CohnReznick LLP. This has been prepared for information purposes and general guidance only and does not constitute legal
or professional advice. You should not act upon the information contained in this publication without obtaining specific professional
advice. No representation or warranty (express or implied) is made as to the accuracy or completeness of the information contained in
this publication, and CohnReznick LLP, its members, employees and agents accept no liability, and disclaim all responsibility, for the
consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any
decision based on it.
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