- f ’ \a
e Cost of Doy

ce Is Essentia

[ see page 11 |

} SEPTEMBER / OCTOBER 2026



Contents

SEPTEMBER / OCTOBER 2026 | ISSUE 321

INDUSTRY INSIGHTS

0O 3 Smarter Manufacturing: Reducing Overhead

and Increasing Profit Margins

11 The Cost of Downtime: Why Preventive Maintenance
Is Essential to Modern Manufacturing

As cooler fall weather settles across New England,
manufacturers are looking ahead, evaluating operations,
and preparing for the challenges and opportunities of the
months ahead. In this issue of *Gateway Magazine*, we
explore how businesses can reduce overhead and improve
profit margins, the growing advantages of high-mix, low-
volume manufacturing, and why preventive maintenance
is essential to minimizing downtime. From smarter
production strategies to greater operational efficiency,
these articles highlight practical ways manufacturers can
stay competitive, adaptable, and profitable as the seasons
change.
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YOUR RESOURCE TO NEW MANUFACTURING SOURCES

SMARTER MANUFACTURING: REDUCING OVERHEAD
AND INCREASING PROFIT MARGINS

From rising energy costs and workforce challenges to material expenses and production
inefficiencies, manufacturers face constant pressure to maintain profitability. We
explore how manufacturing companies can reduce overhead, streamline operations, and
strengthen profit margins without sacrificing quality or productivity. Through smarter
resource management, strategic technology investments, and more efficient production
processes, manufacturers can build leaner, more resilient businesses that remain
competitive in an increasingly demanding marketplace.

Manufacturing has always required a careful balance
between production costs, operational efficiency,

and profitability. Today, that balance is becoming
increasingly difficult to maintain. Rising labor expenses,
fluctuating material prices, equipment maintenance,
energy consumption, and supply chain uncertainties
continue to place pressure on manufacturers of all sizes.

For small and midsize manufacturers throughout
New England, these challenges can be particularly
significant. Operating in a region known for its skilled
workforce, advanced manufacturing capabilities, and
relatively high business costs requires companies to
take a strategic approach to managing expenses.

While increasing sales and expanding production are
important components of business growth, improving
profitability does not always require generating
additional revenue. Often, meaningful financial
improvements can be achieved by examining existing
operations, identifying inefficiencies, and making
targeted adjustments that reduce unnecessary spending.

Manufacturers that consistently evaluate how their
resources are being used can uncover opportunities
to strengthen margins while maintaining the quality,
reliability, and service their customers expect.

Understanding the True Cost of Production

One of the first steps toward improving manufacturing
profitability is developing a clear understanding of the
actual cost associated with producing each product or
component.

Direct expenses such as raw materials and production
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labor are relatively straightforward to identify.
However, indirect costs including utilities, equipment
depreciation, facility expenses, administrative labor,
insurance, maintenance, and production downtime can
significantly affect overall profitability.

When these expenses are not accurately allocated,
manufacturers may underestimate production costs and
unknowingly price certain products or services below
sustainable profit levels.

Implementing more detailed job costing and production
tracking systems can provide valuable insight into
where money is being spent and which products
generate the strongest returns.

For example, a precision machining company may
discover that a particular component requires
significantly more setup time, inspection, or machine
maintenance than originally anticipated. Without
accounting for these additional expenses, even a
seemingly profitable contract may contribute less to the
company’s bottom line than expected.

Regularly reviewing job costs, overhead allocation, and
product-level margins allows manufacturers to make
more informed decisions about pricing, production
scheduling, and resource allocation.

Eliminating Waste and Improving Production
Efficiency

Reducing waste remains one of the most effective ways
to control manufacturing overhead.

Waste can take many forms beyond discarded

BE SURE TO SHARE YOUR STORIES: WWW.THEGATEWAYMAG.COM




SMARTER MANUFACTURING: REDUCING OVERHEAD AND INCREASING PROFIT MARGINS

materials. Excess inventory, unnecessary movement,
inefficient production layouts, equipment downtime,
overproduction, and repetitive administrative tasks
all consume valuable resources without contributing
directly to customer value.

Lean manufacturing principles provide a practical
framework for identifying and addressing these
inefficiencies.

By examining the flow of materials, employees,
and equipment throughout the production process,
manufacturers can identify bottlenecks and
opportunities to simplify operations.

Relatively small adjustments can produce meaningful
improvements. Reorganizing workstations to
minimize unnecessary movement, standardizing setup
procedures, improving material handling, and refining
production schedules can reduce labor hours and
increase output.

Preventing defects and rework is equally important.
Every rejected component represents lost material,
labor, machine time, and potentially additional
shipping or inspection expenses.

The objective is not simply to produce more, but

to ensure that every hour, machine, and material
contributes as efficiently as possible to the finished
product.

Managing Equipment and Maintenance Costs

Manufacturing equipment represents a substantial
investment, and its performance directly affects
operational efficiency.

Unexpected equipment failures can disrupt production
schedules, create costly delays, and force employees to
work overtime to meet customer deadlines.

A proactive maintenance strategy can help
manufacturers reduce these disruptions and extend the
useful life of their equipment.

Preventive maintenance programs built around
scheduled inspections, lubrication, calibration,
and component replacement can identify potential
problems before they develop into major failures.

Increasingly, manufacturers are also using digital
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monitoring systems to track machine performance,
operating hours, and maintenance requirements.

These technologies provide greater visibility into
equipment conditions and help management make
better decisions about repairs, upgrades, and
replacement schedules.

However, improving equipment performance does

not always require purchasing new machinery. In
many cases, optimizing existing equipment, improving
operator training, and reducing setup times can
increase production capacity without significant capital
investment.

Before investing in additional machines, manufacturers
should evaluate whether their current equipment is
being used to its full potential.

Reducing Energy and Facility Expenses

Energy consumption is another significant component
of manufacturing overhead, particularly for facilities
operating energy-intensive equipment, compressed air
systems, heating, ventilation, and industrial lighting.

For manufacturers throughout New England, seasonal
heating and cooling demands can further increase
operating expenses.

Conducting a facility energy assessment can help
identify opportunities to reduce consumption without
compromising production capabilities.

Upgrading to energy-efficient lighting, improving
insulation, maintaining HVAC systems, and optimizing
equipment operating schedules can contribute to lower
utility costs.

Compressed air systems deserve particular attention.
Leaks, excessive pressure settings, and inefficient
equipment operation can waste substantial amounts of
electricity over time.

Manufacturers may also benefit from reviewing utility
rate structures, evaluating peak demand charges, and
exploring available energy-efficiency incentives.

While individual improvements may appear modest,
reducing recurring facility expenses can generate
savings that accumulate year after year.
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SMARTER MANUFACTURING: REDUCING OVERHEAD AND INCREASING PROFIT MARGINS

Strengthening Purchasing and Inventory
Management

Raw materials, components, and purchased
services often represent a substantial percentage of
manufacturing expenses.

Strategic purchasing practices can help companies
control these costs while maintaining reliable access to
necessary supplies.

Rather than focusing exclusively on the lowest purchase
price, manufacturers should evaluate suppliers based
on total cost, product quality, delivery reliability,
transportation expenses, and payment terms.

A lower-priced material may ultimately cost more
if it produces excessive defects, requires additional
processing, or causes production delays.

Developing stronger relationships with dependable
suppliers can create opportunities for negotiated
pricing, more predictable deliveries, and improved
communication.

Inventory management is equally important.

Maintaining excessive inventory ties up working
capital, increases storage requirements, and creates
the potential for obsolete or damaged materials.
Conversely, insufficient inventory can interrupt
production and delay customer orders.

Using historical demand, production forecasts,

and more accurate inventory tracking can help
manufacturers maintain appropriate stock levels while
reducing unnecessary carrying costs.

For New England manufacturers, evaluating regional
suppliers may also create opportunities to reduce
freight expenses, shorten lead times, and improve
supply chain flexibility.

Using Technology to Work Smarter

Technology continues to create opportunities
for manufacturers to improve productivity while
controlling operational expenses.

Automation, inventory software, and integrated
business systems can reduce repetitive tasks and
provide greater visibility into daily operations.
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For smaller manufacturers, even relatively simple
technology improvements can generate measurable
benefits.

Automating production reporting, purchasing
workflows, scheduling, and administrative processes
can reduce manual data entry and free employees to
focus on higher-value activities.

Modern manufacturing software can also help
businesses monitor job profitability, track machine
utilization, identify production delays, and improve
communication between departments.

Artificial intelligence is beginning to offer additional
opportunities in areas such as demand forecasting,
quality inspection, maintenance planning, and
production scheduling.

However, technology investments should be approached
strategically.

Not every manufacturer needs an expensive automation
system or a complete software overhaul. The most
effective investments are often those that solve a clearly
identified operational problem and provide a realistic
return on investment.

Starting with manageable improvements allows
manufacturers to evaluate results before committing
additional resources.

Improving Workforce Productivity

Employees remain one of the most valuable resources in
any manufacturing operation.

With skilled labor continuing to be a challenge
throughout New England, improving workforce
productivity is often more practical than simply
expanding headcount.

Cross-training employees can provide greater
scheduling flexibility, reduce production interruptions,
and allow companies to adapt more easily when staffing
needs change.

Clearly documented processes and standardized
training can also improve consistency, reduce errors,
and shorten the time required for new employees to
become productive.
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SMARTER MANUFACTURING: REDUCING OVERHEAD AND INCREASING PROFIT MARGINS

Manufacturers should also encourage employees to
participate in identifying opportunities for improvement.

Machine operators, technicians, and production specialists

frequently have firsthand knowledge of inefficiencies that
may not be immediately visible to management.

Creating an environment where employees can
recommend improvements helps companies address
problems while strengthening engagement and
accountability.

Importantly, workforce efficiency should not be confused
with simply asking employees to work harder. Sustainable
productivity improvements come from providing people
with better tools, clearer processes, appropriate training,
and more effective operational support.

Protecting Margins Through Smarter Pricing

Operational cost reductions are only one side of the
profitability equation. Manufacturers must also ensure
that their pricing accurately reflects the value and
complexity of their work.

Long-term customer relationships and competitive
market pressures can sometimes make businesses
hesitant to adjust pricing, even as their operating
expenses increase.

However, failing to periodically review pricing can
gradually erode profit margins.

Manufacturers should regularly evaluate material costs,
labor rates, production requirements, overhead, and
desired profitability when preparing quotes or renewing
contracts.

Specialized capabilities, rapid turnaround times,
engineering expertise, and exceptional quality can also
justify pricing that reflects the additional value being
delivered.

Rather than competing solely on the lowest price,
manufacturers can strengthen profitability by
emphasizing reliability, technical knowledge, precision,
and customer service.

Understanding which customers, contracts, and
product lines generate the strongest margins also allows
businesses to pursue opportunities that align with their
most profitable capabilities.
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Building a More Profitable Manufacturing
Operation

Reducing overhead and improving profit margins is
not a one-time initiative. It requires ongoing attention,
accurate information, and a willingness to evaluate
established business practices.

Manufacturers that regularly monitor production costs,
equipment performance, inventory levels, workforce
productivity, and pricing are better equipped to identify
financial challenges before they become significant
problems.

For small and midsize manufacturers throughout New
England, the greatest opportunities may not come from
dramatic operational changes, but from a series of
practical improvements implemented consistently over
time.

A more efficient production process, a stronger supplier
relationship, better equipment maintenance, or
improved job costing can each contribute to a healthier
bottom line.

As the manufacturing industry continues to evolve,
companies that combine technical expertise with
disciplined financial management will be better
positioned to remain competitive.

Ultimately, successful manufacturing is not simply
about how much a company produces. It is about

how effectively that company transforms its people,
equipment, materials, and expertise into lasting value.

By making operational efficiency and profitability
ongoing priorities, New England manufacturers can
strengthen their businesses, protect their margins, and
create a more sustainable foundation for future growth.
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THE COST OF DOWNTIME: WHY PREVENTIVE
MAINTENANCE IS ESSENTIAL TO MODERN
MANUFACTURING

In manufacturing, even a few hours of unexpected
equipment downtime can disrupt production schedules,
increase costs, and affect customer relationships. As
manufacturers face pressure to improve efficiency

and profitability, preventive maintenance is becoming
an increasingly important strategy. We explore how
manufacturers throughout New England can use
proactive maintenance, equipment monitoring, and
smarter planning to extend machinery life, improve
productivity, and reduce costly disruptions.

Manufacturing operations depend on equipment
performing consistently and efficiently. From CNC
machining centers and metal fabrication equipment
to automated assembly lines, production machinery
represents a substantial investment for manufacturers
of all sizes.

When equipment fails unexpectedly, the consequences
extend beyond repair costs. Production schedules may
be interrupted, deliveries delayed, and employees left
waiting. Manufacturers may also face overtime expenses
or outsourcing costs to meet customer commitments.

For small and mid-sized manufacturers throughout
New England, where labor and operating expenses are
already significant, unplanned downtime can have a
substantial impact on profitability.
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Rather than waiting for equipment to fail,
manufacturers are recognizing the value of preventive
maintenance strategies that identify potential problems,
improve performance, and extend equipment life.

The True Cost of Equipment Downtime

The financial impact of equipment failure is not always
immediately apparent.

While replacement parts and emergency repairs
represent direct expenses, indirect costs can be
considerably greater.

When critical machinery becomes unavailable,
production may stop or shift to less efficient equipment.
Employees may be unable to complete scheduled

work, while managers must reorganize jobs and adjust
delivery commitments.

Downtime can also introduce quality concerns.
Equipment operating outside recommended tolerances
may produce inconsistent components, resulting in
rejected parts, additional inspections, and rework.

By tracking downtime incidents, repair expenses,
lost production hours, and recurring problems,
manufacturers can better understand how equipment
reliability affects profitability.
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Moving From Reactive to Preventive
Maintenance

Some manufacturing facilities continue to rely on
reactive maintenance, repairing equipment only after a
problem occurs.

While this approach may initially appear to reduce
expenses, unexpected failures often result in costly
repairs and production disruptions.

Preventive maintenance takes a different approach

by scheduling inspections, cleaning, lubrication,
calibration, and component replacement before failures
occur.

These activities are typically based on manufacturer
recommendations, operating hours, equipment age,
and maintenance history.

For example, inspecting a CNC machine’s lubrication
system, spindle components, and coolant circulation
can identify developing problems before they affect
machining accuracy or cause equipment damage.

An effective maintenance program does not require a
large department. Smaller manufacturers can begin
with equipment checklists, maintenance schedules, and
clearly assigned responsibilities.

The objective is to replace unpredictable breakdowns
with planned activities that can be coordinated around
production schedules.
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Technology Is Changing Equipment
Maintenance

Advances in digital monitoring are creating new
opportunities to improve equipment reliability.

Modern machinery increasingly includes sensors that
track operating temperatures, vibration, electrical
consumption, and machine utilization.

These systems can provide early warnings when
equipment begins operating outside normal conditions.

Predictive maintenance uses equipment data and
historical performance patterns to identify potential
failures before they occur.

For manufacturers operating CNC machines,
automated production lines, or specialized equipment,
these capabilities can help prevent breakdowns and
reduce unnecessary maintenance.

Computerized maintenance management systems also
help companies organize service records, schedule
inspections, and track replacement parts.

For smaller manufacturers, relatively simple digital
tools can provide similar organizational benefits
without requiring major investments.

The goal is to give maintenance teams and production
managers better information for making operational
decisions.
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Extending the Life of Existing Equipment

Purchasing new manufacturing equipment requires
significant capital investment, making it important to
maximize the useful life of existing machinery.

Routine maintenance helps preserve equipment
accuracy, improve reliability, and delay costly
replacements.

Regular calibration is especially important for precision
manufacturers, where small variations in machine
performance can affect product quality.

Maintaining clean equipment, properly lubricated
components, and correctly adjusted mechanical
systems also reduces unnecessary wear.

Employee training plays an important role. Operators
who recognize early warning signs can help prevent
minor problems from becoming major failures.

Manufacturers should also evaluate whether older
equipment would benefit from targeted upgrades.

Replacing outdated controls or individual components
may offer a cost-effective alternative to purchasing new
machinery.

By extending equipment life while maintaining
performance, manufacturers can improve the return on
their original investments.

The Importance of Spare Parts and Supplier
Relationships

Even well-maintained equipment occasionally requires
repairs, making spare parts availability an important
part of operational planning.

A relatively inexpensive component can cause
significant production delays if a replacement is
unavailable.

Manufacturers should identify critical equipment and
determine which replacement parts are essential to
keep accessible.

Common items such as belts, bearings, sensors, filters,
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and seals may justify maintaining a limited inventory.

However, excessive spare parts inventory ties up
working capital and increases storage expenses.

A balanced approach considers equipment reliability,
replacement lead times, and the consequences of
failure.

Strong relationships with equipment manufacturers,
maintenance providers, and regional suppliers can also
reduce repair delays.

For New England manufacturers, access to nearby
service technicians and industrial distributors can
provide an advantage when unexpected problems arise.

Building a Culture of Equipment Reliability

Effective preventive maintenance requires more than
scheduled inspections. It depends on communication
and cooperation throughout the manufacturing
operation.

Machine operators are often the first employees to
notice changes in equipment performance.

Unusual noises, increased vibration, temperature
changes, or recurring production errors can indicate
developing problems.

Encouraging employees to report these observations
allows maintenance teams to investigate issues before
they become serious.

Clearly documented procedures and assigned
responsibilities also improve consistency.

Production managers should coordinate maintenance
during planned shutdowns, between production runs,
or during periods of lower equipment utilization.

This collaboration reduces interruptions while ensuring
maintenance receives appropriate attention.

When employees understand that equipment reliability
contributes to productivity, quality, and customer
satisfaction, maintenance becomes a shared priority.
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Measuring Maintenance Performance

As manufacturers strengthen maintenance practices,
measuring results becomes essential.

Tracking equipment downtime, repair frequency,
maintenance expenses, and machine availability helps
companies evaluate improvements.

Two commonly used measurements are mean

time between failures, which measures equipment
reliability, and mean time to repair, which tracks how
quickly machinery returns to service.

These indicators help identify equipment requiring
additional attention or potential replacement.

Manufacturers should also compare planned
maintenance expenses against the costs of unexpected
breakdowns.

Over time, this information supports better decisions
about equipment investments, maintenance schedules,
staffing, and spare parts management.

Reliability as a Competitive Advantage

In an increasingly competitive manufacturing
environment, equipment reliability directly affects a
company’s ability to meet customer expectations.

Manufacturers experiencing fewer interruptions are
better positioned to maintain quality, meet delivery
commitments, and respond to changing production
demands.
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Reliable equipment also supports accurate scheduling
and improved resource utilization, allowing businesses
to operate efficiently without continually expanding
capacity.

For New England manufacturers serving aerospace,
medical device, defense, and precision engineering
industries, dependable production capabilities are
particularly valuable.

Customers requiring specialized components and
strict delivery schedules need manufacturing partners
capable of maintaining consistent performance.

Preventive maintenance represents more than an
equipment management function. It is an investment in
operational stability, customer confidence, and long-
term profitability.

As manufacturing technology becomes more
sophisticated and businesses face continued pressure
to control costs, proactive maintenance will remain
essential.

The manufacturers best positioned for the future will
not necessarily be those with the newest equipment
or largest facilities. They will be those making the
most effective use of their machinery, employees, and
resources.

In manufacturing, preventing a problem is often far
less expensive than recovering from one. Building
reliability into everyday operations creates lasting
advantages for businesses of every size.
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