
The Glass
Is Half Full

Optimism grows as managers 
predict a post-recession rebound. 

Safety interest continues to rise, 
followed by more attention to  

energy, labor and sourcing.
By Bob Sperber, Plant Operations Editor

2010 MANUFACTURING TRENDS SURVEY
F O O D  &  B E V E R A G E  •  C O N C E P T  T O  D E L I V E R Y  •  P R E S E N T  T O  F U T U R E

It looks like 2010 is going to be a good year, judging by the responses from 
the 388 food & beverage manufacturing managers in our ninth annual 
Manufacturing Trends Survey. Better than we expected, anyway.

An astonishing 68 percent of respondents project some increase in pro-
duction next year; 16 percent foresee increases of 20 percent or more. Only 
8.6 percent expect a decrease. Signi!cant majorities predict maintaining or 
increasing sta"ng levels, production lines and salaries. Two-thirds feel opti-
mistic going into the new year. 
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Of all the issues that mark our 2010 Manufacturing Trends sur-
vey, many are perennials. Food safety tops the list of priorities for the 
ninth year, and a host of operational issues jockey for second place. 
But it’s the economy that has occupied food & beverage manufactur-
ers’ concerns – and expectations – as processors try to pick their path 
through the recession and halting recovery. 

Two years ago, before the !nancial meltdown could be pre-
dicted, nearly 77 percent of processors surveyed expected a pro-
duction increase of at least 5 percent in 2008. Last year at this 
time, even after we dropped the minimum production increase 
to 3 percent, only 56 percent saw that rise possible. Today, as 
mentioned, 68 percent anticipate output will increase by at least 
3 percent. 

#ese expectations for production correspond with good feel-
ings for growth at the corporate level: 72 percent say their com-
panies plan to either stay the same size or grow with new plants 
or expansions. 
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FIGURE 1
Manufacturing priorities for 2010

Rating 
average

First-Place 
Votes

Food safety 8.4 60%

Sourcing & materials 6.5 15%

Labor (recruiting, training, 
turnover, reductions) 6.5 14%

Energy issues (sourcing, cost) 6.4 16%

Inspection/certifications 6.2 18%

Environmental concerns 6.1 12%

Plant security 5.5 12%

Logistics 5.4 6.5%

Automation 5.3 11%

Consolidation challenges 5.0 8.7%

The results of the 2010 Manufacturing Trends Survey highlight the pri-
mary topics of concern for this industry and are consistent with the feed-
back Grant Thornton receives when speaking to our clients and others in 
the industry. After a tumultuous couple of years that gave the industry 
wild swings in commodity prices, historical peaks in fuel and transporta-
tion costs, and new concerns over the safety of our food supply, 2010 
has brought some much-needed calm to those markets. Still, the survey 
shows that food safety, sourcing and materials and labor are the top 
priorities for food and beverage manufacturers in 2010. 

Food Safety
While the economy has wreaked plenty of havoc in the food and bev-
erage industry, food safety tops the survey for the ninth year. Clearly 
commodity price increases combined with higher fuel prices can hurt 
and even destroy a company’s bottom line; however, no issue is quite 
as feared as the potential for an outbreak of food-borne illness. Food-
borne illnesses are defined as diseases caused by agents that enter the 
body through the ingestion of food. Every person is at risk of food-
borne illness and the reported cases keep increasing. In the United 
States, there are around 76 million cases of food-borne illnesses each 
year, resulting in 325,000 hospitalizations and 5,000 deaths. As our 
food supply has become more global, the number of contamination 
cases connected with foreign-sourced food has also increased. These 
events have contributed to new consumer skepticism about the safety 
of food manufacturing as well as boosted the prospect of the healthy 
and organic food categories.

These safety concerns have gotten the attention of politicians as 
well. Governments all over the world are intensifying their efforts to 
improve food safety. In fact, there are currently a record number of 
bills working their way through the U.S. Congress that deal with food 
safety issues. If passed, these new laws and regulations will add a new 

layer of compliance costs for food and beverage companies. 
The survey also shows food and beverage companies are taking 

food safety seriously.  Most companies have implemented sophisti-
cated tracking and tracing programs and greater use of third-party in-
spections and certifications. While these programs are expensive, they 
dwarf in comparison to the costs incurred for companies that have to 
manage a food illness issue. 

Sourcing and Materials
Not surprisingly, sourcing and materials was the second most impor-
tant priority reported in the survey. With commodity prices stabilized 
compared to the past few years, a great majority of executives are 
reporting a much higher level of optimism going into 2010. 

As a byproduct of the recession, food and beverage companies 
were forced to implement new and innovative methods to control 
costs. Lean manufacturing and material sourcing took on a much 
higher importance in the strategic plans of most food and beverage 
companies. World-class companies devoted substantial attention to 
the areas they could impact quickly, such as internal processes and 
the supply chain. Companies that were successful in streamlining their 
internal costs and improving their sourcing continue to benefit from 
the operating efficiencies gained. 

While the survey indicates a new optimism, there are still many 
concerns. Will commodity prices remain stable? What impact will oil 
prices have on commodities and transportation costs? Will govern-
ment actions, such as diversion of corn to ethanol production, cause 
increases in prices? What impact will the value of the dollar have on 
foreign-sourced goods? Although these questions and others remain 
unanswered, world-class food and beverage companies will continue to 
proactively address issues they can control through the use of technol-
ogy, lean processes, better outsourcing and renewed focus on logistics. 

A RETURN TO NORMAL CONCERNS?
By Dexter Manning, National Food and Beverage Industry Leader, Grant Thornton LLP
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FIGURE 2
Do you feel optimistic going into the new year?

The data in this survey indicate that while respondents 
are aware of potential challenges, they are optimistic for 
2010. Thirty-seven percent of managers reported plans 
to grow this year, a significant improvement from the 27 
percent reported last year. The positive outlook of food 
and beverage manufacturing managers should mean 
increased merger and acquisition (M&A) activity in the 
food and beverage sector this year. The expected eco-
nomic recovery has boosted the confidence of business 
owners, making them more willing to invest time and 
money for the future growth of their company. 

It is the right time for strong companies to contem-
plate “make or buy” decisions as they determine the 
most effective ways to grow. There are a great number 
of companies that have not been able to turn the corner 
yet, even as the economy has begun to stabilize. In many 
cases, companies looking to grow would be better served 
to expand through acquisition rather than investing in 
existing plant and equipment. 

Structured properly, investments via acquisitions can 
require less capital and can be less risky to the core busi-
ness if things do not go as planned. There are plenty 
of opportunities for strong companies to make such ac-
quisitions, whether it is to expand geographically, add 
product lines, add capacity or simply to add sales force 
strength. Moreover, the return on investment can be 

much greater and more immediate. 
There has already been an uptick in the rate at which 

strategic acquirers have been taking advantage of the 
deep discounts offered by distressed companies. Busi-
ness owners with marginal balance sheets have been 
overcome during the economic recession. For many, 
divesting all or part of their business can be an attrac-
tive option to mitigate losses or focus on other ventures. 
Companies with access to capital would be wise to con-
sider acquisitions as they plan their growth strategies. 

Looking ahead, deal activity will further increase as 
debt markets loosen and private equity funds can deploy 
pent-up capital. Financial buyers are significant contribu-
tors to deal-making, but to a large degree they are de-
pendent on the debt markets to provide capital to fuel 
their acquisitions. During the credit crunch, their inabil-
ity to tap the debt markets had a very dramatic effect 
on the transaction market. However, as credit becomes 
more readily available in 2010, private equity firms should 
return to the market, perhaps in a big way. 

Survey data revealed 66 percent of food and bever-
age manufacturing managers maintain an optimistic atti-
tude going into 2010. This positive outlook should mean 
the M&A market will see increased activity this year as 
strategic buyers seek to grow, debt markets continue to 
loosen, and private equity groups deploy idle capital. 

MERGERS AND ACQUISITIONS: AN UPTICK IN ACTIVITY
By Brian Basil, Corporate Finance Director, Grant Thornton LLP

#is point was driven home in last month’s Processor of 
the Year coverage of Nestlé USA. Allan McIntosh, senior 
vice president of technical and manufacturing, sees an era 
of “growth and investment” following years of industry-wide 
restructuring. He characterized what appears to be broad op-
timism for realizing “even more potential now to develop our 
manufacturing operations and deliver improvements in per-
formance than we’ve delivered over the last 10 or 15 years.” 

With expectations such as these, it’s no surprise that 
when managers were asked how they “feel” going into 
2010, their attitudes have picked up from a year ago. Last 
year, 43 percent said they were optimistic about 2009, and 
22 were pessimistic. Now, looking to the coming year, 66 
percent report feeling optimistic and only 7 percent are 
pessimistic.

How manufacturers “feel” is no more scienti!c, but no 
less signi!cant, than consumer con!dence, a key economic 
indicator valued by economists.

Some belt-tightening permanent
When asked how their companies are dealing with the econ-
omy, 37 percent said “we’re growing,” a signi!cant rise from 

27 percent last year. Responses generally were split into three 
groups: those that continue to grow, those that are reducing 
sta$ and those that are making no signi!cant changes. De-
spite the optimism, there still is some constriction:
•  34 percent are undergoing sta$ reductions vs. last year’s 

31 percent.



•   15 percent are closing plants or consolidating, up from 12 percent 
last year.

•  9.3 report widespread salary cuts, up from 8.4 last year.
In these and other areas, it appears that companies are react-

ing to economic recession in a delayed manner, or in a way that 
says “business as usual is over; the belt-tightening is permanent.” 
Several write-in comments con!rmed those suppositions.

Amid the optimism, sta"ng and pay issues reveal further belt-tight-
ening. In reporting outsourcing as a means of dealing with the economy, 
4.1 percent report production outsourcing to North American contract 
manufacturers (up from 3.8 percent last year) and 5.9 percent report 
outsourcing to overseas manufacturers (up from 3.1 percent last year). 

At the same time, sta"ng levels seem to be somewhat optimistic in 
light of economic uncertainty. Asked about sta"ng expectations for 
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Many companies regularly overlook a prime opportunity to secure 
state and local incentives related to the consolidation of facilities. If 
properly planned, consolidation projects involving facilities in com-
peting states or, in some cases, in competing counties can provide 
a significant opportunity to secure incentives based on job creation 
(related to jobs and investment being relocated from one state to 
another) and also perhaps incentives for job retention. 

These days, state and local governments are very competitive 
not only in pursuing job creation and expansion projects, but also 
for opportunities to retain jobs inside their borders. Many states, 
such as Iowa, Kentucky and Texas, have recently modified existing 
incentive programs or changed long-standing incentive policies to 
allow for use of incentives for projects limited to job retention. 

Based on the results of this survey, many food processing com-
panies are considering rationalization of facilities that may present 
an opportunity to secure incentives to help make financial projec-
tions more attractive. In many cases, incentives related to job re-
tention may impact in which states facilities will remain open.

INCENTIVE OPPORTUNITIES FOR 
CONSOLIDATION EFFORTS

By Tim Schram, Director of Incentive Services, Grant Thornton LLP

Maintain sta!ng level....48%
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Don't know........................... 11%
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FIGURE 5
Do you anticipate your plant’s 
production in 2010 to …

FIGURE 3
For 2010, is your company  
planning to …

FIGURE 6
How is your company dealing with the economy?

FIGURE 4
In 2010, does your facility  
plan to …
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Increase 10-19% ................20%
Increase 3-9%.................... 32%
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Decrease 20% or more... 1.1%
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their facilities in 2010, 48 percent plan to maintain sta"ng lev-
els; 35 percent expect to add to their workforce and 17 percent 
plan to reduce the workforce, mainly through attrition. 

On pay issues, managers are cautiously optimistic. For 
this new year, 40 percent expect their facility to maintain 
salary levels, 35 percent expect increases and only 3.2 per-
cent expect their facilities to cut paychecks. Asking respon-
dents to recall last year, 30 percent saw salary increases and 
11 percent saw decreases. 

Safety issues still rising
While food safety remained the top-rated issue in our sur-
vey, it seems to have taken on greater importance going 
into 2010. #e number of processors giving it top rating hit 
60 percent (last year, a change in reporting caused it to get 
an anomalous 37 percent score), with the issue rated 8.4 on 
a scale of 10. Labor and sourcing & materials were tied at a 
6.5 rating, and energy issues were close behind. (#at’s the 
highest ranking in several years for sourcing & materials 
and the lowest ranking for energy.) #ird-party inspections 
and certi!cations got the second most !rst-place votes (18 
percent) but a slightly lower aggregate rating (a 6.2 score), 
indicating it’s paramount to some and not even a concern 
of others.

Current activity on the food safety front coincides with 
requirements by major customers for greater HACCP, third-
party certi!cations and ingredient and product tracking and 
tracing – including supply chain partner practices. #ese de-
mands often exceed regulatory requirements. 

#e vast majority of processors, 76 percent, report having 
a tracking and tracing program in place, while 10 percent do 
not and the rest were unsure. Most respondents report using 
at least one auditing service to help them certify with stan-
dards, most often citing AIB International (www.aibonline.
org), Silliker (www.silliker.com) and NSF Cook & #urber 
(www.nsf.org/business/NSF_cook_and_thurber).

Behind safety, energy spent the past two years in second 
place. But after a year that saw many energy prices fall, it’s 
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FIGURE 7
What are you implementing to improve food safety?
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FIGURE 8
What third-party auditing system do you use?
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FIGURE 11
How concerned are you 
about E. coli, Salmonella, 
listeria or other pathogens?

FIGURE 9
Did you implement new food 
safety measures in 2009?

FIGURE 10
Will you implement new food 
safety measures in 2010?

FIGURE 12
Do you currently have an 
ingredient/food tracking or 
tracing program in place?
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part of a pack of issues that roughly equally occupy processors. A 
small majority, 52 percent, said they were “not signi!cantly impact-
ed” by energy costs in the past year. Even though some prices came 
down in the past year, volatility remains a concern.

Asked how they were approaching energy management, 60 per-
cent of respondents said they were taking steps toward conservation; 
30 percent are conducting energy audits and lesser proportions are 
“recycling” (reclaiming, redirecting, etc.) energy, negotiating with 
providers and seeking alternative energy sources. Of those alterna-
tives, 6.8 percent are looking into cogeneration. One reported having 
a cogeneration system installed, and one was installing solar panels.

More processors rated labor a top issue this year (14 percent) than 
in our 2009 survey (10 percent). Environmental concerns remained 
in the middle of the pack. 

Investments in research and development (R&D) activities are not 
incurred in a vacuum. In fact, spending is influenced by profitabil-
ity, retained earnings, credit availability, and the workforce itself. 
As the economy struggles, R&D spending suffers. Although food 
processing companies are subject to competitive pressures and 
profitability demands, they continue to invest in R&D activities 
to increase market share, drive growth, and reduce the cost of 
manufacturing. From test kitchens and R&D laboratories to the 
plant floor, R&D remains an important component of the busi-
ness plan of successful food and beverage companies. And while 
plant expansions and facility acquisitions may have slowed, com-
panies undertaking lean manufacturing initiatives and continu-
ous improvement practices reflect a long-term commitment to 
optimize their existing manufacturing facilities to increase capac-
ity and reduce production costs. 

Most food processing companies are capitalizing on their in-
vestments in innovation and R&D by claiming federal and state 
research tax credits for qualifying research activities. This incentive 
was designed to advance the competitiveness of U.S. companies 
in the global economy, and studies show over 70 percent of the 
research tax credit is based on wages of employees involved in 
research activities. Thus, a direct correlation exists between main-
taining or expanding the workforce and advancing R&D activities.

The research tax credit has generally been a temporary incen-
tive since its inception in 1981, having been renewed 13 times dur-
ing that period. Yet, by some estimates, the research tax credit 
returns $2 to the U.S. economy for every dollar spent in R&D. Re-
cently, the president and Congress have expressed a desire to im-
prove the research tax credit and make it permanent. Supporters 
estimate the most generous proposals could lead to a $90 billion 
increase in annual GDP and enable companies to make long-term 
commitments to investing in R&D, while keeping the United States 
the premier location for research and development in the world. 

INVESTMENT IN R&D CONTINUES
By Stan Babicz, Midwest Region R&D Practice Leader, 
Corporate Strategic Federal Tax Services, Grant Thornton LLP
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1. For the coming year, please rank, 1st place through 10th place, the 
importance to your plant of the following manufacturing issues

5. In 2010, does your facility plan to:
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6. Did your facility increase, decrease, or maintain salaries in 2009?

9. What portion of your plant has been automated? (Please check all that apply.)
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10. If you are automating a component or components of your manufacturing process, 
are you automating through: (please check all that apply)
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Energy costs continue to rise and remain one of the highest operat-
ing expenses for food processors. Therefore, this area is regularly 
analyzed for ways to reduce expenses and save money. According 
to the results of this survey, food processors are taking significant 
steps toward becoming more energy-efficient, implementing re-
cycling efforts and investing in alternative energy sources. Costs 
related to these initiatives can be significantly reduced with the use 
of green credits and incentives that may be available on the state 
and federal levels. 

There are a wide variety of incentives to help offset investment 
costs related to energy-efficiency efforts. For example, income tax 
credits, sales tax exemptions and property tax abatement programs 
are offered in a number of states (Arizona, California and Texas) for 
companies considering installing solar or wind power equipment. In 
addition, many utility providers offer incentive programs that will pro-
vide a cash grant for a percentage of the investment related to efficien-
cy projects such as the installation of energy-efficient lighting systems. 
The American Recovery and Reinvestment Act of 2009 also extended 
income tax credits available to corporations that make qualified invest-
ments in solar, wind and other alternative energy equipment. 

In addition to considering the use of solar panels as an alterna-
tive energy power source, some food processors are finding energy 
savings related to reducing the cost of disposing of scrap. Grant 
Thornton has assisted a large food processing company in imple-
menting a number of anaerobic digesters in order to reduce the cost 
of disposing of waste. In addition to saving money related to waste 
disposal, this company also enjoys lower energy costs by capturing 
the methane gas by-product of the process to burn as an alternative 
fuel to natural gas. Our State and Local Tax Professionals can help 
food processing companies identify a number of incentives to help 
offset the cost of implementing systems to significantly improve an 
already solid return on investment projection.

GREEN INCENTIVES FOR ENERGY
EFFICIENCY PROJECTS
By Tim Schram, Director of Incentive Services, Grant Thornton LLP
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FIGURE 18
If you know your company’s capital spending budget 
for 2010, compared to 2009 is it ...

FIGURE 15
Because of the economy, did your 
plant defer capital projects from 
2009?

FIGURE 16
How were you impacted by  
energy costs in 2009?

FIGURE 17
Given the state of the economy, 
are your company or plant’s green 
initiatives …

FIGURE 19
How are you approaching energy management?
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#e tough economy has not lessened the 
importance of saving the Earth. Last year, 62 
percent said green/environmental/sustainability 
projects were becoming more important to their 
companies. A year later, an optimistic group of 69 
percent are in that camp.

We suspected many processors deferred 
capital projects in the past year, and 47 percent 
con!rmed that hunch. While many respondents 
(29 percent) might not know their company’s 
capital spending budget for the new year, 20 
percent thought it would be “about the same as 
last year’s,” and 39 percent thought it would in-
crease at least 5 percent; only 12 percent predict 
a decrease.

We end with a thank-you to the 388 respondents 
to the Manufacturing Trends Survey. If you have 
any suggestions on how we can improve it next year, 
e-mail us at any time (dfusaro@putman.net). 

FIGURE 21
What will happen to salaries 
at your facility in 2010?

FIGURE 20
Did your facility increase, decrease, 
or maintain salaries in 2009?
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1. For the coming year, please rank, 1st place through 10th place, the 
importance to your plant of the following manufacturing issues

5. In 2010, does your facility plan to:

Maintain sta"ng level....48%
Add to the workforce .... 25%
Don't know........................... 11%
Passively reduce workforce 
(i.e. through attrition) .....10%
Actively reduce 
workforce ..............................7%

Maintain...............................55%
Increase...............................30%
Decrease............................... 11%
Don't know........................... 4% Yes..........................................71%

No.......................................... 23%
Don't know........................... 6%

Stay the same...................43%
Expand production/
number of manufacturing 
plants ...................................29%
Don't know/does 
not apply .............................15%
Consolidate production/
numberof manufacturing 
plants ....................................14%

4. For 2010, is your company planning to:

6. Did your facility increase, decrease, or maintain salaries in 2009?

9. What portion of your plant has been automated? (Please check all that apply.)
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10. If you are automating a component or components of your manufacturing process, 
are you automating through: (please check all that apply)

11. Did you implement new food safety measures in 2009?

Yes.........................................70%
Don't know.........................20%
No...........................................10%

12. Will you implement new food safety measures in 2010?
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