KEY INVESTMENTS

FOR SMBS TO LEVERAGE
MANUFACTURING GROWTH

While U.S. manufacturing still faces a number of challenges, i.e. the skills gap, trade issues and energy costs to name a few, there are also a collection of
positive dynamics fueling its historic growth. To gain a better understanding of these factors a survey was sent to small and medium-sized manufacturing
businesses (SMBs). The results were collected and analyzed to create this report.
Some of the strong economic indicators driving SMB growth include:
• According to the Institute for Supply Management’s Purchasing Manager’s Index, U.S. manufacturing
has grown for 20 consecutive months.
• ISM also recorded growth in manufacturing employment for 19 straight months.
• According to Statista, manufacturing accounted for 11.6 percent of the U.S Gross Domestic Product in 2017.
• At just under $2.25 trillion, U.S. manufacturing would be the eighth largest economy in the world.
This overall growth is obviously built on a great deal of individual manufacturer growth. And accompanying this level of success is the need to make sound
internal investment decisions that ensure these positive trends continue.
While capital equipment purchases and facility expansion are always part of this mix, manufacturers are also becoming more aware of the benefits that can
be realized from investments in tools related to producing, accessing and sharing design, operational and supply chain data. And beyond just the raw data,
investing in ways to analyze this information and apply it.
For the purpose of this paper, we sought out and examined feedback from leaders of SMBs throughout the industrial sector, i.e. select subscribers of
Industrial Equipment News. Categorized as having annual revenues of less than $150 million annually, this collective represents more than 75 percent of
U.S. manufacturing companies.
The influence and purchasing power of SMBs in the industrial sector continues to grow. This makes their decisions regarding software, data management
and IT infrastructure critical to the current and future role of these tools within this critical subset of the U.S. economy. Because SMBs are so interwoven
into the supply chains of larger manufacturers and consumers at varying levels, the decisions they make will have far-reaching impacts. With that in mind,
this report will offer this group’s thoughts on:
• How manufacturing growth is impacting data-related purchasing decisions.
• The role these investments have had, and will continue to play, in helping SMBs grow.
• The key performance indicators (KPIs) and metrics that will be essential in realizing continued success.
• How these tools and datasets will help improve efficiency and profitability.

RIGHT FROM THE START

There’s also an understanding that these investments need to
help generate cash flow, as primary investment targets focused on

When looking to leverage the power of data, the conversation naturally

E-commerce and ERP. Also, nearly 80 percent of respondents stated

turns to investments in information technology, or IT. More than half of

they were either in the Cloud, considering its use or had plans in place to

respondents (54 percent) indicated that they feel “somewhat confident”

incorporate Cloud-based strategies.

in their current IT strategies. A little more than a third (35 percent)
stated that they are very confident.

The connection to profitability and these tools is rather straight forward.
E-commerce will obviously help improve transactions. ERP will enhance

The next question asked what their primary investment target will be

cost-savings through better planning and visibility. A Cloud network can

over the next 12-18 months. The leading response was E-commerce

help improve the effectiveness of such tools while also improving data

software and platform development (46 percent), followed by Enterprise

access and enterprise visibility.

Resource Planning software (ERP) at 39 percent and Customer Resource
Management (CRM) software at 15 percent.

PICKING THE RIGHT PATH
In addition to understanding where successful manufacturers currently
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When asked about their company’s greatest strengths, the leading

CRM 15%

responses (multiple answers per respondent were allowed) were delivery
times (59 percent) and innovative product design (53 percent). These
responses were followed by product customization or personalization (46

E-Commerce
Software/Platform
46%

percent), network security (20 percent) and E-commerce (12 percent).
It was interesting to see how these responses corresponded to answers
regarding the areas in which customers voiced the greatest concerns.
Although fast delivery times were cited as a strength by 59 percent of
respondents, 67 percent also stated that this was the leading customer

ERP 39%

issue. The availability or performance of an E-commerce platform came
in a distant second (28 percent) to delivery times and was followed
by network security (13 percent), innovative product design (13
percent), network security (13 percent), and product customization or
personalization (11 percent).
Finally, this group was asked to identify what they felt were their most
viable options for growing sales, revenue and market share. The leading
response was line expansion

The group was also asked about their use of Cloud-based networking

(71 percent), followed by:

platforms and strategies. The leading response was from those

• Expanding to a new market segment – 54 percent.

indicating that they are already working in the cloud (37 percent).

• Targeting a new geography – 33 percent.

The next most popular response was those who are considering the

• Acquisition – 31 percent.

use of the Cloud (31 percent), followed by those who stated it was

• Merger – 17 percent.

highly unlikely they would be moving to the Cloud anytime soon
(21 percent). Only 11 percent stated they had plans in place for

The focus placed on delivery times as both a strength and area of

implementing Cloud networking.

concern seems to sync with previous references to E-commerce
investment, as well as the need to purchase software platforms that

This information offers a number of key takeaways. First, the

will improve enterprise-level visibility. The later would seem to draw a

manufacturing community seems to understand that additional

direct line to ERP and Cloud-based networking tools. These types of

investment is needed for continued growth, as can be seen by 65

investments also correlate with the support that will be needed to

percent of respondents showing a lack of confidence in their current IT

launch new lines and expand to new market segments as part of a

tools and infrastructure.

broader growth strategy.

ASSESS FOR SUCCESS

It’s worth noting that these cost and supply chain concerns have been
addressed by other manufactures through investments in longer-term

The final collection of data provided by our survey respondents

projects like the business intelligence integration and strategic expansion

offered insight into the types of operational, supply chain and product

options that were less popular amongst those responding to this survey.

development data currently available, and the data points that will be
They were also asked about the areas from which they would like to

needed for future growth and success.

obtain more data. The responses were very evenly distributed between
Looking specifically at the primary driver of current and future IT

design and development (39 percent), plant floor operations (39 percent),

investments, the leading response was a desire to boost productivity (34

supply chain (38 percent) and purchasing (31 percent).

percent). This was followed by improving current operational processes
(31 percent), the need for more data and business intelligence (19 percent)

Finally, respondents were asked to offer feedback on what they hoped

and expanding into a new geographic region or marketplace (16 percent).

to gain from the investments related to accessing more and better
data. They were allowed to provide multiple answers, which led to a

The group was also asked to provide insight on the data points that are

wider collection of responses that were evenly distributed. The leading

currently being generated and monitored through their ERP and other software

response echoed a familiar tone, with 53 percent stating they hoped this

platforms. Their responses follow, listed from most commonly cited to least:

data would help cut costs.

1. Cost per unit.
2. Inventory levels.

In descending order, 46 percent hoped to identify production bottlenecks

3. On-time delivery levels.

more quickly. Improving supply chain performance and increasing profits

4. Total throughput.

were each cited 45 percent of the time. Rounding out the targets of these

5. Manufacturing cycle time.

investments were identifying growth opportunities (41 percent), the ability

6. Downtime – in proportion to operational uptime.

to make quicker decisions throughout the enterprise (40 percent) and

7. Overall equipment effectiveness (OEE).

improving time-to-market (32 percent).

8. Changeover times.
Establishing and/or re-defining these KPIs and metrics are essential to

9. Order fill rates.

the growth of manufacturers on a couple of levels. First, areas of success
Not surprisingly, the top three responses are legacy concerns associated

can be analyzed, leveraged and replicated in boosting other parts of

with cost, product and material availability, and on-time delivery -

the enterprise. Second, these metrics can help to either spotlight areas

challenges manufacturers have faced for decades. The constant battles

in need of greater investment or validate the allocation of in-house

with these issues could be attributed to a more intense focus on day-to-

resources that are being underutilized. Both instances help contribute to

day operations, which is reflected in respondent IT investment priorities.

generating return on investment calculations that help reinforce current
and future IT purchasing plans.
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Understanding these dynamics will be essential in formulating growth
strategies, especially when looking to expand into new markets or
geographies. The ability to utilize current or newly refined data sources
will unlock information that will aid in making better decisions based

Expanding to a New Geography - 16%

on big-picture needs, as well as day-to-day improvements that can
contribute to continued manufacturer growth.
Boost Productivity - 34%

The message this stakeholder-driven data provides is that meshing
knowledge of current IT tools with an understanding of long-term goals
Need More Data and Business Intelligence - 19%

will help drive intelligent and impactful purchasing decisions. Ideally,
the data that is generated by these tools will help establish future goals,
create an on-going investment strategy for tools such as ERP, and
simultaneously address classic concerns like cutting costs.
Additionally, the value assessed to this data will lead manufacturers
to raise the priority of strategies focused on e-commerce, cloud

Improving Current Operational Processes - 31%

networking and other areas in need of investment. The common
thread in all of these initiatives should be a continued focus on growth
and SMB success.

