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Why profitability is an outcome of
business capability—not the sole

measure of manufacturing
performance?



Manufacturing Performance
Beyond EBITDA
For many manufacturing businesses, EBITDA has become the ultimate measure
of success. Management reviews focus on EBITDA margins. Board discussions
revolve around EBITDA growth. Investors use EBITDA to evaluate performance
and value businesses.
There is good reason for this. EBITDA provides a useful snapshot of operating
profitability by focusing on the performance of the core business.
The challenge is that EBITDA is an outcome. It is not a capability.

A manufacturing business can report strong EBITDA while underlying operational
weaknesses continue to grow.

Customer service may be deteriorating.
Production schedules may be becoming increasingly unstable.
Inventory may be rising faster than demand.
Equipment reliability may be declining.
Key employees may be carrying an unsustainable workload.

None of these issues immediately appear in EBITDA. Yet over time, they
influence the organisation's ability to sustain profitability and support future
growth.

This is why manufacturing leaders should view EBITDA as a lagging indicator.
It tells you what has happened. It does not explain what is happening.

The businesses that consistently outperform their peers focus on a broader set
of performance drivers. 



They understand that profitability is ultimately created through the interaction of many operational and commercial capabilities.

Production efficiency influences costs.
Quality performance affects customer satisfaction and rework.
Inventory management impacts cash flow and responsiveness.
Delivery reliability shapes customer trust.
Workforce capability determines execution quality.
Decision-making influences the speed and effectiveness of the organisation. 

Together, these factors create the conditions that make strong financial performance possible.

Consider two manufacturers with identical EBITDA margins. At first glance, their performance appears similar. However, one business may
be achieving that result through strong operational discipline, efficient planning, reliable processes and a highly engaged workforce. The
other may be relying on aggressive cost controls, deferred maintenance, excess management intervention and short-term decisions that
are difficult to sustain.

A ValueScope  Question?TM

If your EBITDA improved by 20% next year, would it be because your
business became stronger—or because it became better at

producing short-term results?

(cont.)



The financial outcome is the same. The underlying capability is not. Over time, the difference
becomes visible. One organisation continues to improve.The other struggles to maintain
performance.

This is why the most successful manufacturing businesses do not manage EBITDA alone. They
monitor the operational drivers that influence EBITDA.
They understand the relationship between operational health and financial performance.
They recognise that long-term value is created by building stronger capabilities, not simply
chasing stronger financial results.

EBITDA will always remain an important measure of performance. But manufacturing excellence
cannot be assessed through a single financial metric. The real question is not whether EBITDA is
improving. The real question is whether the business is becoming stronger. Because stronger
businesses tend to produce stronger EBITDA. The reverse is not always true.

(cont.)



Identify the operational,
commercial and

organisational drivers that
influence financial

performance. Look beyond
EBITDA to understand what

is strengthening—or
weakening—the business.

The Value Lens

DISCOVER

Financial performance is an outcome of business capability. Sustainable profitability is created
when operational, commercial and organisational strengths work together consistently.

RECOVER

Address performance gaps
in areas such as

productivity, quality,
planning, delivery reliability

and decision-making to
improve both operational

effectiveness and financial
outcomes.

Build the capabilities that
enable sustainable

profitability, resilience
and long-term enterprise
value, rather than relying

solely on short-term
financial improvements.

CREATE

EBITDA
measures

performance.
Capability

determines
whether that
performance

can be
sustained.



Where Do You Go From Here?
Strong EBITDA is an important outcome, but it is not a strategy. Sustainable manufacturing
performance is built through the capabilities that drive financial results—operational
discipline, productivity, quality, customer service and effective decision-making.

At Cuma, we help manufacturing businesses identify and strengthen the operational, financial
and organisational drivers that influence performance, enabling leaders to build stronger
businesses—not just stronger financial results.

The next question isn't whether
your EBITDA is improving.

It's whether the capabilities that
create it are improving too?



About Cuma
Cuma is a strategy and performance advisory firm helping India's mid-
market businesses create sustainable enterprise value through strategic
clarity, operational excellence, financial discipline and organisational
capability.
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