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In the spring of 2021, we reported 
on the supply chain issues caused by 
COVID-19 like most news outlets and 
industry publications, touching briefly on 
the semiconductor shortage in particular. 
Fast forward six months and the problem 
still has not resolved itself and it doesn’t 
look like it will happen anytime soon. 
Manufacturers need to look deeply into 
their supply chain and assess important 
items such as supply chain competitors, 
supply chain layers, strengthening supplier 
relations, just-in-time strategies and more, 
to prepare for the next major disruption. 

Ongoing impact of chip shortage

Not only has the chip shortage been 
hitting the manufacturers responsible for 
making products, but consumers have been 
grappling with the impact of the shortage 
as well.

• The prices of these chips and the products 
that require them have increased drastically

• Consumers are paying more and have 
less options when it comes to cars or 
technology products

• OEMs are reducing features/options 
in vehicles to preserve chips such as 
start/stop, wireless charging, and 
heated seats 

• Relationships between OEMs and 
automotive suppliers have been 
strained
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BUCKLE UP. THE GENERAL CONSENSUS IS THAT 
THIS SHORTAGE/TENSION ON THE SUPPLY CHAIN 
COULD LAST THROUGH 2023.
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What’s being done to relieve some 
of the tension?

Buckle up. The general consensus 
is that this shortage/tension on the 
supply chain could last through 2023, 
but there are measures being taken 
in the short term to relieve some of 
that pressure and ramp up supply. This 
won’t be an overnight solution but 
there is hope for manufacturers.

• Chip manufacturers are increasing 
production capacity. Current 
chip manufacturing plants have 
increased production capacity by 
nearly 30% from the same time in 
2019. Intel, Samsung, and Taiwan 
Semiconductor Manufacturing 
Company (TSMC) have all 
announced plans to build chip 
fabrication plants; however, these 
will take years to build.

• The U.S. government is pitching in 
to help address these unprecedented 
shortages. An executive order 
identified semiconductor shortages 
as a “critical supply chain risk” and 
Congress has proposed the CHIPS 
Act, a $50 billion subsidy to boost 

the U.S. semiconductor production 
and address the “technology gap”  
in semiconductors. 

• Automotive OEMs are strategically 
planning to get ahead of potential 
future risks. These measures include 
forming strategic partnerships with 
chip suppliers to increase both 
short-term and long-term supply,           
and assessing whether or not to 
bring portions of the chip value  
chain in-house. 

Closing thoughts

We are not quite seeing the light at 
the end of the tunnel, as most major 
suppliers and officials do not see the 
shortage resolving until at least this 
time next year with some projecting 
as late as 2023. Unsurprisingly the 
projected North American automotive 
production volumes continue to 
decline, and consumers continue to 
have a hard time finding vehicles to 
purchase. 

The chip shortage can be a valuable 
lesson for manufacturers that pay 
attention. Look deep into the supply 

chain beyond the first or even second 
layer to identify potential risks. 
Focus on strengthening supplier 
relations to reduce the strain on those 
relationships in time of crisis and 
identify potential supply competitors. 
Always be planning. Our innovative 
business and strategy consulting 
professionals are proven leaders in 
assessing and evaluating risks to create 
custom solutions for manufacturers.

By Dan Bruce, Director of Strategy 
Consulting 

The chip shortage can 
be a valuable lesson 
for manufacturers 
that pay attention.
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OPERATIONAL EXCELLENCE: IS IT TIME FOR YOUR 
ORGANIZATION TO UP ITS GAME?

What if your people, processes, and 
technology were so perfectly aligned that 
they could quickly and effectively share 
knowledge and information across your 
organization? What if manufacturers 
could measure, view, and continuously 
improve performance? What if operations 
were efficient and scalable so that 
manufacturers could take on additional 
contracts and expand into other markets 
with ease?

Achieving operational excellence starts 
with having the correct definition that 
everyone can understand and know how 
to reach. The Institute for Operational 
Excellence defines operational excellence 
as “the point at which each and every 
employee can see the flow of value to the 
customer and can fix that flow before it 
breaks down.”

Operational excellence focuses on 
the concept of value, like the related 
theories of Lean and Six Sigma. When 
the value stream is visible, everyone in 
your organization knows when things are 
functioning correctly or can then act to 
solve the problem.

Six steps to operational excellence

The process of fulfilling the organizational 
vision and operational goals should begin 
with a thorough understanding of a 
company’s current situation and end with 
implementing a carefully crafted plan.

1.) Establish the purpose (or mission) of 
the organization. Then, agree on the 
lower-level goals that roll up into the 
company’s purpose as indicators of 
progress and success.

2.) Analyze the current state and 
document value streams.

3.) Identify the areas for improvement 
and determine the best approach.

4.) Create a culture of continuous 
improvement by setting desired goals 
and behaviors.

5.) Implement a performance 
management system for employees 
to self-monitor and report on their 
progress.

6.) Build scale by creating replicable 
systems that deliver value.

OPERATIONS

• Logistics and supply chain
• Operations and 
   manufacturing floor
• Procurement
• Customer service
• Shared services

INFORMATION TECHNOLOGY
FINANCE AND ACCOUNTING

• Finance transformation
• Order-to-cash 
• Procure-to-pay 
• Record-to-report 
• Shared services

MANAGEMENT

• Executive management effectiveness

Research in the Harvard Business 
Review found that companies with 
peak operational excellence have 
25% higher growth and 75% 
higher productivity than laggards.

OPERATIONAL EXCELLENCE CAN IMPROVE PERFORMANCE THROUGHOUT AN ORGANIZATION

Benefits of an operational 
excellence mindset

• Everyone in the organization 
 “gets it”
• Defines the company’s value streams
• Improves cross-department 

collaboration
• Encourages problem solving, 

teamwork, and creating more value 
for customers

• Increase employee engagement
• Carves out time for operations 

management to focus on growing 
 the business
• Improves customer satisfaction

It’s all about the people

To achieve operational excellence, 
you must create cultural change. 
Connect employees need to the vision 
and strategy, the new way they are 
working, and a company dedicated 
to continued growth. 

Operational excellence is achieving 
the perfect alignment of your people, 
processes, and technology.

UHY Consulting’s leadership is 
holistically experienced in total business 
operations. We use a comprehensive 
approach to analyze your operations, 
extract your requirements, and deliver 
desired results using our proprietary 
tools and methodologies.

By Cynthia Hannafey, Managing Director 
(UHY Consulting)
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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:

RECENT TREND

CURRENT STATE OF THE MANUFACTURING INDUSTRY

ISM Purchasing Manager’s Index: 60.5% 

Fed Capacity Utilization Rate: 74.5% 

AS OF DECEMBER ‘20

ISM Purchasing Manager’s Index: 60.8% 

Fed Capacity Utilization Rate: 73.8% 

AS OF FEBRUARY ‘21

ISM Purchasing Manager’s Index: 61.2%

Fed Capacity Utilization Rate: 775.3%

ISM Purchasing Manager’s Index: 60.8%

Fed Capacity Utilization Rate: 76.4%

AS OF JUNE ‘21AS OF OCTOBER ‘21
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MANUFACTURING INDUSTRY INSIGHT

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.

RECENT TREND


