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hat if you could improve product quality, 
increase productivity, reduce waste and 
minimize variability with only minor 

adjustments to your manufacturing process? That’s 
the promise of advanced data analytics.

Data analytics aren’t new. Businesses have always 
gathered data about their operations and used it 
to drive informed decision-making. But today’s 
advanced technologies and cheaper computing 
power make it possible to quickly collect and analyze 
vast amounts of data from both internal and external 
sources. Armed with “big data,” you can identify pat-
terns, trends and correlations among various manu-
facturing process steps and inputs. This analysis can 
lead to valuable — and often unexpected — insights 
that you can leverage to improve your manufacturing 
process and boost profits. 

Reducing downtime
There’s little you can do to prevent machines 
and equipment from breaking down or failing. 
But predictive maintenance systems allow you to 
anticipate and prepare for these events, minimizing 
downtime. These systems use a combination of 
embedded sensors, artificial intelligence and big 
data analytics to gather historical information on 
hundreds or even thousands of parameters. This 
helps the systems identify and monitor the factors 
most closely correlated with breakdowns.

By anticipating when breakdowns will occur, 
predictive maintenance enables you to schedule 
maintenance for times that have the least impact 
on your operations (at night, for example). You’ll 
also be able to minimize downtime by having the 
necessary personnel, parts and materials on hand 
when you need them.

Predictive maintenance systems can reduce 
machine downtime by 30% to 50%, according to 
estimates by global management consulting firm 
McKinsey & Company. These systems are also 
estimated to increase machine life by 20% to 40%.

Eliminating bottlenecks
Even if you’ve minimized or eliminated unsched-
uled downtime, other operating inefficiencies may 
be more difficult to detect. Big data analytics can 
reveal hidden inefficiencies and bottlenecks by 
examining hundreds of production parameters 
that affect efficiency and throughput and applying 
sophisticated modeling techniques. 

Often, relatively simple adjustments to these parame-
ters can help you streamline operations and maximize 
your output. For example, simply rearranging the 
plant floor or relocating often-used parts to be more 
accessible can help eliminate bottlenecks.

Managing the supply chain
The COVID-19 pandemic has demonstrated the 
devastating impact of supply chain disruptions. 
Big data analytics can provide manufacturers with 
greater control over their supply networks. 

Using data analytics allows you to monitor and 
analyze a wide variety of internal and external 
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factors that affect the performance of the supply 
chain, including inventory levels, customer demand, 
economic and political factors, weather and road 
conditions, and supplier quality. This information 
helps you anticipate potential problems and formu-
late contingency plans to minimize their impact on 
your production process.

Optimizing production
Big data analytics can help you identify opportu-
nities to enhance productivity or yield. In many 
cases, these opportunities are hard to discern using 
conventional techniques. 

For example, a chemical manufacturer used 
advanced analytics to measure the relative impact on 
yield of various production inputs, including cool-
ant pressures, temperatures, quantity and carbon 
dioxide flow. The analysis uncovered some surpris-
ing relationships. Specifically, variations in levels 
of carbon dioxide flow caused significant declines 
in yield. By adjusting its production parameters in 
light of this information, the company was able to 
reduce raw material waste by 20%, lower its energy 
costs by 15% and improve overall yield.

Likewise, pharmaceutical manufacturers can use 
big data analytics to optimize production. A major 
challenge for these manufacturers is often the vari-
ability inherent in botanical raw materials and the 
manufacturing process. Relevant factors include 
climate, fertilization methods, harvest time, and 
storage conditions for raw materials, as well as vari-
ations in manufacturing processes, such as heating 
or adding certain chemicals. Big data analytics can 
be used to adjust production processes to ensure 
product efficacy and quality.

Leveraging the power of data
Data has become the world’s most valuable 
resource, according to the international business 
newspaper The Economist. Manufacturers that 
collect and analyze data about their operations can 
enjoy significant improvements in productivity, 

efficiency and profitability. In addition to the areas 
discussed above, big data analytics can be used to 
optimize a variety of other processes, including 
finance and budgeting, scheduling, marketing, 
and customer service. Contact your CPA for more 
information on how your organization can better 
capture and manage big data. ■

Is your ERP system obsolete?

Most manufacturers use some form of enterprise 
resource planning (ERP) system. These software 
systems help centralize and integrate the manage-
ment of various interdependent business activ-
ities, such as sales, marketing, finance, human 
resources, customer relations, procurement and 
supply chain operations. By creating a centralized 
repository of business data, ERP systems and 
big data analytics can work hand-in-hand to help 
manufacturers optimize performance.

Because analytics are only as effective as the 
underlying data being analyzed, manufacturers 
wanting to take advantage of these techniques 
should ensure that their ERP systems aren’t 
obsolete. For example, your ERP software may 
be due for an upgrade if it:

u   Doesn’t provide access to real-time data, 

u   Requires certain manual processes, 

u   Doesn’t communicate with your suppliers’ and 
customers’ systems, or 

u   Relies on multiple platforms. 

It’s also important to consider whether your 
system is user friendly and whether the vendor 
provides needed support.

Call us to learn more about the most current ERP 
systems. In addition, SoftwareReviews’ Emotional 
Footprint Awards 2021; Enterprise Resource 
Planning - Enterprise can help you compare prod-
ucts. Go to https://www.softwarereviews.com/
categories/enterprise-resource-planning.
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OVID-19. Inflation. Labor shortages. 
Supply chain delays. Manufacturers have 
had a lot on their plates the past couple 

of years. Across the board, the result has been 
increasing prices. But simply increasing prices 
without factoring market-based considerations into 
your pricing strategies might not be enough. 

What is production-based pricing? 
Direct production costs are a logical starting point 
for pricing new and existing products. For example, 
suppose Manufacturer A spends $4 in raw materials 
and $6 in labor to manufacture a widget. The owner 
adds up these costs ($10) and applies a 10% markup 
to arrive at the selling price of $11 for each widget. 
The problem is that markups are often based on 
historic performance or gut instinct. 

What happens when a competitor sells its widgets 
for $10? This often happens to smaller manufac-
turers that compete with larger companies that can 
negotiate lower supply costs or companies located 
in areas with lower labor rates. Unless Manufacturer 
A can provide a compelling reason for customers 
to pay a premium, such as superior quality or more 
responsive customer service, its market share will 
likely diminish — and overhead costs will eventually 
consume profits. 

Conversely, what if the $11 price point is signifi-
cantly below competitors’ prices? Below-market 
pricing may cause demand to skyrocket — and  
the factory might not be able to produce enough 
widgets to keep up with demand. As a result,  
quality may suffer, or customers may become  
frustrated by production delays. 

When demand outpaces production capacity, cash 
flow shortages also may occur due to lags in the 

cash conversion cycle. That is, Manufacturer A 
will need to front production costs (cash outflows), 
but it will take a while to bill and collect payments 
from its customers (cash inflows). A slight price 
increase can help reduce demand and the pressure 
it’s putting on plant workers. 

Are you conducting market research? 
To be a market leader, you’ll need to factor more 
than direct costs into your pricing strategies. This 
means conducting market research, which improves 
the accuracy of your sales forecasts. For example, 
salespeople can informally survey customers about 
which features they value most, how the company 
can improve the customer experience, and how 
much customers would be willing to pay for new 
products or improvements to existing products. 
To entice customers to participate in these surveys, 
consider offering free trials of new products or 
discounts on future orders. 

It’s also important to research competitors. Pay 
attention to the products they offer, the prices  
they charge and how they position their products 
in the marketplace. 

The price is right
Implementing the right pricing strategy
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n the current economic environment, 
competition for manufacturing workers is 
fierce. So it’s critical for you to use all of 

the resources at your disposal to attract and retain 
talent. Here are four key strategies to consider.

1. Sell your technological advantages
Cutting-edge technology — including internet- 
connected devices, artificial intelligence, machine 
learning, automation, robotics and virtual reality —  
is rapidly transforming the manufacturing industry. 

These tools not only enhance productivity, efficiency 
and quality, but they can also be powerful incentives  
for recruiting new employees — and retaining 
existing talent. 

Manufacturing workers — especially younger  
ones — are hungry for opportunities to learn about 
and use the latest technologies. According to a recent 
survey by Parsable (a developer of connected worker 
platforms), 45% of frontline manufacturing workers 
across five countries (the United States, the United 
Kingdom, France, Germany and Spain) say the 
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Any research aimed at competitors should be  
ethical, however. For example, you shouldn’t  
hire a competitor’s R&D director and solicit 
proprietary information. But you can legitimately 
visit a competitor’s website and review copies of 
print marketing materials that are available to the 
general public. 

Market research can help you position your compa-
ny’s offerings relative to those of competitors — and 
determine whether future sales volume will be similar 
to past performance. Forecasts are often based on 
historical sales volume. But changes in market condi-
tions, such as the introduction of a new competitor, 
changes in technology and evolving customer needs, 
may require adjustments to historical results.

Have you allocated overhead costs?
You’ll need to forecast and allocate overhead costs  
to products to help make better informed pricing 

decisions. As with sales, future overhead costs may 
not mirror what you’ve paid in the past — especially 
in today’s inflationary, labor-constrained marketplace. 

Materials and labor costs are just a few of the 
expenses manufacturers incur. Overhead items 
may be variable (such as sales commissions, pack-
aging and shipping costs) or fixed (such as depre-
ciation on equipment, managerial salaries and 
rent). As a company grows, it may need to obtain a 
larger factory or additional salespeople, leading to 
incremental fixed costs. 

Looking forward
Today’s market demands more than just basing prod-
uct prices on direct production costs and adjusting, 
whether because of inflation or spikes in the costs 
of raw materials or labor. Contact us to review and 
implement pricing models based on personalized 
market research and comprehensive costs. ■
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opportunity to work in a more modern, 
digital environment would be part of their 
decision to leave their current employer. 
The statistics are even higher for workers 
aged 18 to 24 (55%) and 25 to 34 (49%). 
The study also found that 53% of U.S. 
workers across all age groups would factor 
the opportunity to work in such an envi-
ronment into their decision to change jobs.

2. Facilitate remote or  
hybrid work arrangements
During the COVID-19 pandemic, remote 
work has become commonplace for many 
jobs. It’s likely that remote work or hybrid remote/
in-person arrangements (for example, two days 
in the office, three days at home) will become the 
norm. To compete in this environment, you’ll  
need to adopt technologies that facilitate these 
flexible work arrangements, not just for office staff 
but also for certain plant workers. For instance, 
manufacturing operations that take advantage of 
technologies such as automation, robotics and 
internet-connected machines make it possible 
for plant managers to monitor, and even control, 
operations remotely.

Offering remote work also allows you to expand 
your recruiting efforts beyond your geographical 
area. You can dramatically expand your talent pool 
by considering applicants who live in other parts 
of the country without necessarily relocating them.

3. Leverage shifting demographics
A factor that’s turning up the pressure on manu-
facturers to embrace digital technology and remote 
work is the increasing prominence of younger peo-
ple in the workforce. Millennials and members of 
Generation Z already make up nearly half (46%) of 
the full-time U.S. workforce, and that percentage is 
rising rapidly. 

In addition to being tech savvy, these younger  
generations also tend to place a high priority on 

environmental, social and governance (ESG) 
issues. To distinguish your company from the 
competition, you’ll need to address sustainability, 
diversity and other ESG issues to attract workers 
who’re becoming increasingly socially conscious.

4. Create career opportunities
To attract the best talent, you need to understand 
the perspectives of today’s prospective employees. 
Competitive salaries and benefits are important, 
but job seekers also value a work environment that 
provides flexible work arrangements, exposure 
to cutting-edge technology and tools, training, 
mentorship, growth opportunities, and corporate 
policies and practices that reflect their values.

According to the Parsable survey, a significant per-
centage of Generation Z workers (29%) plan to stay 
at their current jobs for less than two years, and 39% 
intend to stay for two to five years. To retain these 
workers, create an environment that allows them to 
pursue their career and personal growth goals within 
the company rather than looking elsewhere.

Stay ahead of the competition
Finding and retaining skilled workers during the 
COVID-19 pandemic has been a challenge for many 
businesses, including manufacturers. Stay ahead of 
the competition by employing these best practices. ■
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f you’re seeking opportunities to improve 
your company’s cash flow, consider a fixed 
asset or cost segregation study. Manufac-

turing is a capital-intensive industry, so it’s critical 
to ensure that fixed assets are classified properly to 
recover their costs as quickly as possible.

Fixed asset study
A fixed asset study examines all depreciable assets —  
including real property, equipment, machinery, 
fixtures and furniture — to determine whether 
you’ve misclassified any assets. Properly classifying 
assets in a category with a shorter depreciable life 
will accelerate depreciation deductions, potentially 
lowering taxes and boosting cash flow. 

These studies aren’t just for the most recent tax year. 
A fixed asset study may also create an opportunity 
to claim refunds for depreciation deductions missed 
in previous years.

Cost segregation study
A cost segregation study is a type of fixed asset study 
that focuses on the costs of buying, building, or sub-
stantially improving a building or other real property. 
Generally, commercial real estate (other than land) is 
depreciable over 39 years, while residential real estate 
is depreciable over 27½ years. A cost segregation 

study identifies assets that might be treated as 
building components but are properly classi-
fied as personal property depreciable over five 
or seven years, or as land improvements 
depreciable over 15 years. 

Examples of building components 
that may qualify for accelerated 
depreciation include:

u  The costs of reinforced 
foundations,

u  Specialized electrical, 
plumbing, cooling or 
ventilation systems, and 

u  Other structural compo-
nents that are required by 
the manufacturing process 
rather than operation of the 
building.

By allocating a portion of the building costs 
to these shorter-lived assets, you can accelerate  
depreciation deductions and substantially reduce 
your tax bill. It may even be possible to write off 
the full cost of these assets in year one under the 
bonus depreciation or Section 179 expensing rules.

Now’s the time
During the COVID-19 pandemic, many manufac-
turers have reconfigured their plants or office spaces, 
or otherwise made improvements to their buildings 
to comply with new health-related requirements. 
Now may be an ideal time to conduct a fixed asset 
or cost segregation study to maximize the tax bene-
fits associated with these investments. ■

Boost cash flow with a fixed  
asset or cost segregation study
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A fixed asset study may create 
an opportunity to claim refunds 
for depreciation deductions 
missed in previous years.
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American National Bank of MN is a full service, locally owned 
Community Bank. Whether you’re looking to finance real estate, 
equipment or are in need of a working capital line of credit 
we can help you find a solution that fits your needs. With local, fast 
decision making we can help you take your business to the next level. 

All of our loans and lines are subject to credit approval and compliance with underwriting standards.

Business doesn’t stop just because you’re away from 
the office, and some of those important financial 
decisions simply won’t wait until you get back. That’s 
why myb@nk Online and Mobile Business Banking 
can be crucial tools for your company. From remotely 
depositing checks to real-time alerts, Business 
Banking at American National Bank of Minnesota 
puts the power of banking at your fingertips.  

To set-up your online account, call 1.800.821.6326  
or contact your local branch.

THE CONVENIENCE OF 
BUSINESS BANKING  
FROM ANYWHERE.

American National Bank of Minnesota

3210 W. Division St.

St. Cloud, MN 56301


