
MANUFACTURING INSIDER

VOLUME 12  ::  ISSUE 3

In This Issue:

The New Administration: What the Policy Changes 
will Mean for Your Business 

Current State of the Manufacturing Industry

An independent member of UHY International

The next level
of service

THE NEW ADMINISTRATION: WHAT THE POLICY 
CHANGES WILL MEAN FOR YOUR BUSINESS

Continued on Page 2...

The 2020 election cycle is now behind us, 
and a new administration took control 
on January 20. The new administration 
is markedly different from the former 
administration in very clear and defined 
ways. The differences pose new 
opportunities, and risks, for you as a 
business owner to understand and best 
take advantage of. 

So, what can you as a business leader be 
doing today to best position your company 
for the changes? How can you use these 
opportunities to your benefit to positively 
transform? We will examine policy 
differences in two areas that will have the 
most impact on your business:

• Environment and energy
• Taxes, tariffs and jobs

Changes in environmental and 
energy policy

Perhaps the most significant change we 
can expect will be centered on policy 
related to energy production and the 
environment. The former administration 
was effective in reducing environmental 
regulations that resulted in increased 
production of fossil fuel energy 
(particularly natural gas and oil). In the 
last four years, nearly 100 environmental 
regulations were rolled backi. Of these, 
more than half have been geared 

to reduce regulatory constraints and 
increase the production of domestic 
sources of fossil fuel energy. In addition, 
fuel efficiency standards were reduced, 
the Clean Power Bill was rescinded, and 
the United States withdrew from the 
Paris Climate Agreement. As a result of 
these policies, the United States moved 
to become energy independent and a net 
exporter of natural gasii. 

The new administration has put forth an 
ambitious “Clean Energy Revolution” 
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plan. This plan is projected to be 
funded by $1.7 trillion dollars in Federal 
money and an additional $3.3 trillion 
from private sector, state, and local 
government funds. Under this plan, 
the following goals are stated:
• The United States is to become a 

global leader in carbon emissions 
reductions.

• Immediately rejoin the Paris Climate 
Agreement and commit the United 
States to the goals of the Agreement.

• Reinstitute the regulatory rollbacks 
including fuel efficiency standards, the 
Clean Power Bill, and environmental 
protections for domestic energy 
production.

• Transform the United States’ energy 
infrastructure to move toward 
renewable sources of energy.

• The United States should be net 
 zero for greenhouse gas emissions 
 by 2035.

Opportunities and risks related to 
environmental and energy policy

The Clean Energy Revolution is expansive 
in its scope. A transformation of this 
scale to the United States infrastructure 
has not been seen since the New Deal, 
and it will not come cheap. To fund this, 
the new administration is proposing tax 
increases to corporations and individuals 
making more than $400,000 per year to 
generate more than $2.65 trillion dollars 
in additional tax revenues over the next 
10 yearsiii.

Simultaneously, new markets in green 
energy infrastructure (particularly wind 
and solar) will emerge with significant 
growth opportunities, tax incentives, 
and research and development 
grants available for those businesses 
that can position themselves to take 
advantage of this market. The growth 
and opportunities have not gone 
unnoticed on the world stage. At the 
United Nations General Assembly this 
past September, Chinese President 
Xi Jinping declared that China would 
achieve carbon neutrality before 2060 
after reaching peak carbon emissions by 
2030iv. This statement is not altruistically 
driven, but comes from China’s ambition 
to be the world’s leader in green energy 
tech. As China already produces 70% 

TABLE 1: Energy Production and Environmental Focus Areas

of the world’s solar panels, they are 
well positioned to take a lead role on 
a global stage for green infrastructure 
manufacturing. 

Table 1 below provides specific actions 
for you to consider under the new 
administration related to energy 
production and the environment. The key 
takeaway is the amount of focus placed 
on moving the United States to carbon 
neutrality by 2035. This shift is a key tenet 
to the new administration’s agenda and 
will drive numerous policies and actions 
that will have an impact on you and your 
business. 

Regardless of what the Federal 
Government may issue in the future, many 
companies have already taken a strong 
position on the issue of greenhouse gas 
(GHG) emissions reduction. For example, 
Walmart’s Project Gigaton is aimed at 
reducing 1 billion tons of GHGs from their 
supply chain by the year 2030v. In addition, 
many large companies have taken an early 
and strong lead in sustainability issues and 

GHG emissions reduction including 
Unilever, GE, and Kimberly-Clark. 
Suppliers that can clearly demonstrate 
carbon reporting and reductions are 
better positioned to do business with 
these companies.

As the trend toward GHG emissions 
reduction continues, active reporting 
and metrics will become more the 
norm in the manufacturing middle-
market. So, what can you be doing 
right now? As a first step, if you 
have not already done so, consider 
consolidating and re-evaluating your 
environmental, health and safety 
functions to include sustainability with 
an emphasis on greenhouse gas (GHG) 
assessment and inventory in your 
processes and supply chain. 

The EPA’s GHG reporting regulations 
and Electronic Greenhouse Gas 
Reporting Tool (e-GGRT) provides 
a stable and accepted platform 
for quantifying your baseline GHG 
emissions in your manufacturing 

Focus Area Action

New markets in green 
energy infrastructure

Expand or create green infrastructure manufacturing, 
particularly for wind or solar energy production.

Re-tool existing operations to become a supplier to green 
infrastructure projects.

Stay current with new tax incentives for green infrastructure 
installations including incentives for solar panel installations.

Sustainable Procurement Initiate or enhance a Sustainable Procurement (SP) program.

Greenhouse gas (GHG) 
emissions reduction

Measure your baseline GHG emissions to demonstrate 
future reductions in accordance with EPA’s GHG reporting 
requirementsvii.

Energy efficiency Identify areas in your manufacturing where energy and fuel 
usage can be reduced to offset increasing petroleum-based 
energy usage.

Incorporate energy efficiency measures into your supply chain. 
Companies that can measure and demonstrate GHG reductions 
and controls increase likelihood of becoming preferred vendors 
(e.g., Walmart).

Incorporate potential capital expenditures and/or increased 
energy costs in FY2021 budgeting to better forecast capital 
expenditures.

Regulatory Compliance Evaluate in-house versus outsourced regulatory compliance 
models to best mitigate increasing regulatory compliance costs.
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processesvi. The value in completing 
your baseline GHG emissions evaluation 
includes:
• Initiates your sustainability and GHG 

emissions reduction program.
• Bolsters supplier relationships with 

companies taking a lead on GHG 
emissions reductions.

• Provides an opportunity to work 
ahead of potential new EPA 
regulations and allow for better 
cash management for any required 
investments to reduce emissions.

• Identifies process areas and 
equipment that contribute 
significantly to GHG emissions that 
may qualify for tax incentives for 
upgrades or replacement.

Changes in taxes, tariffs, and jobs
The former and new administrations 
also differ significantly on foreign 
trade policy and taxation. While the 
former administration promoted an 
“American First” agenda that focused 
on the renegotiation of trade deals, 
Chinese import tariffs, and tax cuts, the 
new administration promotes America 
as a partner in a global economy, 
tax increases, and government-
funded investments in infrastructure 
redevelopment.

Relating to taxes, the new 
administration’s campaign policy stated 
that the tax cuts related to the Tax Cuts 
and Jobs Act (TCJA) of 2017 will be 

repealed, but only individual earners 
over $400K would see an increase in 
taxation, The implications of repealing 
the TCJA are shown in the figures 
below and indicate that the United 
States will have one of the highest 
international corporate tax rates as 
well as marked increases in taxes for 
individuals in the top 1% of earners in 
the United Statesviii. To limit corporate 
tax avoidance, the new administration 
is proposing tax penalties for 
manufacturers that offshore production. 

The new administration is not 
opposed to tariffs, but is a proponent 
of a global approach to leveling the 
playing field with those countries 
that are perceived to be trading 
unfairly with the United States. They 
are looking to form an international 
coalition with the World Trade 
Organization (WTO) to target these 
unfair trade practices as opposed 
to unilateral actions. The new 
administration is further proposing to 
define “fair” trade to limit future and 
retaliatory tariffs. However, they have 
not yet provided a definitive answer 
on what constitutes “fair” trade.

In terms of jobs, the Clean 
Energy Revolution is stating the 
transformation to a green economy 
has the potential to create up to 10 
million new green infrastructure jobs 
in the United States with a potential 

offsetting job loss in the petroleum 
industry. There is a push for these 
new jobs to be unionized, creating 
a significant shift toward more 
unionization in manufacturing jobs 
in the United States. Tax credits have 
also been proposed for companies 
that can generate new union jobs in 
green manufacturing. Further, the 
new administration is also proposing 
regulatory changes to make the 
process of organizing easier and 
applicable to smaller businesses, and 
an increase to $15/hour has been 
proposed for the minimum wage rate. 

As a first step, we recommend 
becoming familiar with the R&D 
tax credits at both the Federal 
and State levels. These are tax 
incentives geared to help companies 
move toward Industry 4.0 (the 
convergence of digital and physical 

technologies revolutionizing modern 
manufacturing). Industry 4.0 is 
somewhat loosely defined and 
provides an opportunity to help offset 
investments in your business with R&D 
Tax credits for:

Product development: Modeling, 
robotics, cybersecurity, cloud 
computing, and blockchain

Process development: Additive 
manufacturing (3D printing), 
advanced manufacturing, agile 
manufacturing

Automation: Control systems to 
automate process operations

2021 International Corporate Tax Rates Effective Federal Tax Rates in 2021 (Income and Payroll
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Computer-aided manufacturing: 
Utilizing computer-aided-design (CAD) 
inputs to automated equipment to 
perform manufacturing

Digital manufacturing: Integrating 
data from material specifications, 
to procurement, to production and 
shipping to leverage data across the 
whole of manufacturing for improved 
processes

Kaizen, Just-in-time and lean 
manufacturing: Focused on waste 
reduction and production process 
improvements

In addition to covering a wide range of 
opportunities for your business, these 
R&D Tax Credits could be coupled with 
your GHG emissions assessment to find 
areas to upgrade equipment toward 
Industry 4.0 while finding opportunities 
to offset the investment costs and 
better position your company for 
meeting GHG emissions reductions – a 
win-win for your business.

Additionally, tariffs will likely be an 
area of change. Depending on the new 
administration’s foreign policies, the 
tariffs may run their course and 

potentially be repealed. As a result, 
you may be able to reduce accruals 
related to the tariffs and free up cash 
for use in other areas. Another area that 
can be emphasized is adding “carbon 
adjustment fees” on countries that 
are not meeting the spirit of the Paris 
Climate Agreement and GHG emissions 
reductions. It is uncertain how these 
adjustment fees will be directly applied, 
but they would have a net effect of 
acting like a tariff on carbon-intensive 
goods from non-compliant foreign 
trading partners. 

TABLE 2: Taxes, Tariffs and Jobs Focus Areas

Focus Area Action

Tax incentives Become familiar with tax incentives to potentially take advantage of R&D and advanced manufacturing (reduced 
carbon emissions) tax opportunities.

Take advantage of tax incentives for hiring on activities that are focused on green technologies.

Subsidies Develop a plan to obtain expanded federal subsidies during economic downturns to support business operations.

Supply chain Reevaluate predictability for speed-to-market in your supply chain due to decreasing reliance on foreign manufacturing 
of critical infrastructure goods.

Diversify your supply chain and consider assessing countries’ environmental positions as part of your supply chain 
assessment. Exports from countries that are not meeting environmental obligations may be hit with a carbon 
adjustment fee which will increase costs of goods.

Become familiar with new trade agreements as part of your supply chain risk assessment. New trade agreements may 
have impacts on costs and timing of goods originating from trade partners.

Tariffs Potentially reduce accruals related to market uncertainty by minimization of tariffs issued by Executive Order.

Employment taxes and 
wages 

Consider budgeting for increased funding to unemployment liability accounts as Federal and State unemployment 
taxes may increase.

The minimum wage may increase to $15/hour as well as potential cost increases to the expansion of sick leave and 
paid family leave. Begin assessing the profitability impacts of these cost increases and areas where optimization or 
automation may offset the cost increase.

Prepare to take advantage of the increased number of allocated work visas across all categories. With the likely repeal 
of tax cuts, taxes are likely to increase. Budget in advance for increased taxation and operating costs.

Unionization With increased unionization, consider planning for the implementation of POWER and PRO Act that enhance workers’ 
rights and devise policies which limit your company’s liability.

Begin reassessing or creating programs in your organization to aid in working with unions. The shift in jobs from the 
petroleum industry to a green economy may come with an increased emphasis on job unionization.

OSHA and safety 
regulations

It is likely the regulatory environment will become more stringent. Consider focusing on increased safety and training 
as well as potentially increasing your budget for capital expenditures for necessary safety compliance needs.

Change is coming. How are you going to transform your company to take advantage of the policy changes in environment and 
energy and taxes, tariffs and jobs? Developing a strong strategy will enable you to leverage the new opportunities while mitigating 
the possible risks. Think forward. What can you do to best position your company during the next four years?

Stephen Lathrop, Principal (UHY Consulting)

Stephen Lathrop is a Principal at UHY Consulting, a business transformation services company. He leads UHY’s P3M (Portfolio, 
Program, and Project Management) practice within the Transformation Solutions group and specializes within the construction and 
engineering industry. To contact Stephen, please email slathrop@uhy-us.com or call 678-602-4485. 
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According to a new Standard & Poor’s report, there are two key indicators that will tell you what kind of shape the manufacturing 
industry is in. The first is the Institute for Supply Management’s Purchasing Manager’s Index and the second is the Federal Reserve’s 
Capacity Utilization Index for motor vehicles and parts. A reading above 50 percent for the ISM index indicates that manufacturing 
is expanding in the US, and below 50 means that it is contracting. History shows that each time since 1983 that the index fell below 
43 percent “speculative grade” automotive companies began to panic. Similarly any time the Fed’s utilization rate dropped below 
72 percent during that period, it caused stress to automotive companies. Let’s take a look back at the trend over the past year:
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ISM Purchasing Manager’s Index: 47.2% 

Fed Capacity Utilization Rate: 75.2% 

AS OF DEC ‘19

ISM Purchasing Manager’s Index: 41.5% 

Fed Capacity Utilization Rate: 61.1% 

AS OF APR ‘20

ISM Purchasing Manager’s Index: 55.6%

Fed Capacity Utilization Rate: 72.3%

ISM Purchasing Manager’s Index: 60.5%

Fed Capacity Utilization Rate: 74.5%

AS OF AUG ‘20

AS OF DEC ‘20
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Let’s take a 
look back at 
the trend over 
the past year.
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UHY LLP recognizes that manufacturing companies require 
their auditors, tax specialists and business advisors to add value 
to financial reporting activities. That is why we combine the 
strength of business and financial expertise with a hands-on, 
“shop floor” approach to solving complex business decisions 
in these key segments: 
• Aerospace & Defense
• Distribution
• Automotive Suppliers
• Industrial Manufacturing
• Consumer Products

OUR LOCATIONS
We have ample locations across the country with a heavy 
regional presence in the Great Lakes, Mid-Atlantic, Midwest 
and Northeast. Visit uhy-us.com to find an office near you.
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viiEPA Greenhouse Gas Reporting Program (GHGRP): https://www.epa.gov/ghgreporting
viiiTax Foundation: https://taxfoundation.org/


