Manufacturers
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Ok, here's how manufacturers operate.

They use raw materials, components, energy, labor, and various kinds of production technology to make a wide range of products.

A typical manufacturer has $10 million of annual revenue and 100 employees. Some are much bigger.

They're concerned with the cost of inputs and with the efficiency of the manufacturing process, which is carefully tracked by engineers, sometimes protected by patents, and is usually a secret.

They have large investments in production machinery and often buy new equipment. They have large inventories of raw materials and finished products, equal to about 60 days of sales.

They don't make products until receiving an order, which could be from another manufacturer, a distributor, or a large retail customer like Wal-Mart. A lot of marketing takes place at trade shows.

Here are some strategic things you should know.

A lot of competition has come from foreign manufacturers in low-cost countries like China. In response, many US manufacturers now have foreign plants or use foreign suppliers.

To compete with cheaper foreign-made goods, US manufacturers have abandoned the low-priced part of the market in favor of making products with higher quality or with special features, and have expanded repair and maintenance capabilities that are important for some products.

Because energy and labor are major inputs to almost all products, manufacturers try to make their production more energy-efficient and automated. Computer technology is a major part of the drive to greater efficiency. Many manufacturing plants are heavily computerized.

Many manufacturers have problems disposing of unwanted by-products that may pollute the air and water and may be toxic. Government regulations affect many areas of the manufacturing process. 
Here are some good talking points.

What major products do they make?

How much product do they make in a typical year?

What are the major raw materials or components they use? How large an inventory of these do they keep on hand?

How much energy and labor do they use? 

How often do they upgrade their production equipment?

What types of customers do they sell to?

How much competition do they get from low-cost imports?

Which government regulations affect them the most?

How badly were they affected by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

