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Introduction

Technological innovation and globalization are changing the landscape for manufacturing. New material
development, new production technology, offshoring and efficient global logistics are placing significant
pressures on Ontario’s manufacturing industry. The communities located within the Greater Toronto and
Hamilton Areas (which includes Burlington) comprising Canada’s largest manufacturing region, have
been particularly hard hit by the global recession.

In recent years, Burlington has also seen the growth of the advanced manufacturing industry, highly
sophisticated firms that employ new manufacturing techniques combining information technology,
microelectronics, customized product design and enhanced process development. These companies are
characterized by active investments in research, innovation, technology and engineering directed at
productivity improvement and the production of specialized products.

Burlington Economic Development Corporation (BEDC) has set a goal that the City will enrich its
manufacturing employment base while increasing productivity and output by 10-15% over the next
decade. As part of this study, Deloitte interviewed leading Burlington firms and noted their success in
competing in turbulent times. At the same, it was observed that many companies are falling short of
meeting their revenue and operating goals. To assist Burlington manufacturers Deloitte and BEDC have
compiled this synopsis of the recent research and consultations on some of the strategic areas that
companies need to address in order to succeed. This study highlights global trends shaping the next
generation of manufacturers and some of the individual actions that leading Burlington manufacturers
recommend in order to be successful going forward.
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Manufacturing 1n context

In Burlington, manufacturing matters.

Manufacturing has been and continues to be critical to the success of the Canadian economy. Canada
has the 10" largest manufacturing output in the world, and manufacturing accounts for 75% of Canada's
annual goods and services exports ($400 billion). Every $1.00 of manufacturing output generates over
$3.00 in economic activity — a very high multiplier. Employing 2.3 million Canadians and driving two-
thirds of all private sector’ R&D, manufacturing is pivotal to Canada’s economic prosperity.
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chemical and food processing, as well newer sectors with high growth potential, including electronics
manufacturing, green technology and security systems manufacturing.

The prosperity of the Golden Horseshoe was built on manufacturing. Looking forward, a thriving modern
manufacturing sector is central to the future success of the Burlington economy.

Todayobés realities

Manufacturers face major challenges: in the short-term — the global economic slowdown compounded by
high input prices for energy and raw materials — and in the longer term, as the pace of globalization
continues to intensify, changes in the global economy present tremendous opportunities in new and
growing markets, which Burlington manufactures are well placed to exploit.

! Burlington Economic Profile, Focus Business Consultants, August 2009.
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Industry analysis

Background

There are significant opportunities for Burlington manufacturing firms to
produce higher-value, knowledge-intensive goods and services, and to
access specialized market niches and enhance their competitive edge.
It is vital that Burlington’s manufacturing industry emerges from the
global slowdown stronger than ever and better placed to exploit the new
opportunities of an increasingly globalized economy. To achieve this
innovation, the manufacturing industry will need to continue investing in
developing its products, processes, supply chains, workforce and
markets.

This study provides a framework for the important decisions Burlington
manufacturers and BEDC will need to make going forward. BEDC has
identified the specific goal of enriching the City’s manufacturing
employment base while increasing productivity and output by 10-15%
over the next decade. Achieving this goal will require a combination of
success factors including business expansion from Burlington’s current
manufacturing base, foreign investment attraction, and fostering the
development of new, innovative entrepreneurs.

BEDC commissioned this study to assess the manufacturing business
environment and identify the strengths, weaknesses, opportunities and
threats for the industry through engagement and consultation with the
City’s manufacturers. Deloitte’s research included more than 20 semi-
structured interviews with leaders from businesses, as well as an
industry round table held in November, 2009. Quantitative research
into the industry was conducted by Focus Business Consultants, and

Reality is very different
from the popular
misconception that
manufacturing is in
steep decline.

This is due in part
because growth areas in
manufacturing do not fit
the traditional image and
descriptions of
manufacturing.

Firms are developing
products in new or
unfamiliar frontier
technologies, such as
mobile and wireless
technology, advanced
materials, information
and communications,
biotechnology and
nanotechnology.

further quantitative and qualitative research into areas for foreign investment opportunities was conducted
by Millier Dickinson Blais Inc. Deloitte synthesized the analysis, together with global insights from Deloitte
Research.
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Research synthesis

Table 1, summarizes current research findings as well as thoughts and opinions provided by selected
Burlington manufacturers interviewed as part of this project between September and November, 2009.

Table 1. Manufacturing Industry Analysis

A diverse base of established manufacturers, a number of which already employ advanced manufacturing
techniques. Growing subsectors (2001 to 2006) include™:

Communications equipment manufacturing (187% growth)

Heating, ventilation, air-conditioning and commercial refrigeration (125% growth)
Ship, boat building and marine products (67%)

Aerospace product and parts manufacturing (60%)

Commercial and service industry machinery manufacturing (41%)

Agriculture, construction and mining machinery manufacturing (30%)
Semiconductor and other electronic component manufacturing (23%)
Navigational, measuring, medical and control instruments manufacturing (15%)

Strengths

Burlington’s manufacturing industry productivity averages $262,000 CDN in revenue per employee®. This
lags U.S. manufacturing productivity by a significant margin, which averages more than $350,000 USD in
revenue per employee®. To remain competitive in the global market, U.S. manufacturers have invested in
Weaknesses machinery, robotics, computer control systems, front and back office automation and productivity
techniques such as Lean Manufacturing to a greater extent than Burlington manufacturers.

Networking and collaboration between Burlington manufacturers, especially in regard to innovation and
driving productivity improvement, is significantly under-developed relative to other regions.

The opportunities for Burlington manufacturers are in specialized products: high value-add / capital
intensive operations, high intellectual property (IP) content manufacturing and customized or personalized
products. Burlington is a strategic crossroads between GTA and U.S. export markets. The City has the
right ingredients to evolve into a business centre for entrepreneurs and small to medium manufacturing:

Opportunities e access to skilled labour, and knowledge workers from within Burlington and nearby
communities;

. proximity to excellent educational facilities; and

e  solid infrastructure and amenities.

Ongoing globalization will continue as generic, high-volume manufacturing continues to shift from
developed countries to developing countries.

Threats Currency exchange rates between Canada and the U.S. will continue near par as long as global energy

and commodity prices remain strong (which tend to strengthen the Canadian currency vis-a-vis the U.S.
dollar) and the U.S. financial industry outlook remains uncertain (which tends to weaken the U.S.
currency).

2 BEDC Foreign Direct Investment Strategy, Millier Dickinson Blais Inc. November, 2009.
* Burlington Economic Profile, Focus Business Consultants, August, 2009.
* Industry Overview — Manufacturing Sector, Hoovers, November, 2009.

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 3




Focus areas

Based on the assessment shown in Table 1 and industry consultation, five themes were developed as
areas of focus for Burlington manufacturers and BEDC to ensure the long-term relevance and operational
health of the industry. These five themes are:

e Innovation / Creativity;
e Business Development; BEDC Ihas fset a bOIS |
e Key Success Factors; ?n:nifacture?sr ur
e Evolving Workforce Capabilities; and ’
e Networking / Collaboration Enricht he City 6 s
manufacturing
Innovation / Creativity - recognizes that the market rewards growth. employment base
Research shows that innovation is one of the most productive places to
invest. Innovation includes new product and process development, Increase productivity
research, applied research, commercialization and investments in and output by 10-15%
intellectual property. In the current economic environment, costs and over the next decade.
liquidity are going to be a challenge for the foreseeable future.
Nevertheless, leading manufacturers understand that innovation and
creativity are important activities that can inspire an organization and

deliver growth.

Business Development - recognizes that leading companies are always on the hunt for new growth
opportunities — launching new products, expanding existing markets, or entering new markets. Leading
manufacturers understand that certain customers can generate higher margins than others, and certain
customers can help drive innovation. It is important to understand customer wants, needs, and
aspirations, and how a company may be able to capitalize on these opportunities to create value.

Key Success Factors — recognizes that successful manufacturers are shifting their business model from
low value-added and contract manufacturing to high value-added and intellectual property (IP) ownership.
This means that successful companies need to pursue targeted breakthroughs in pressing areas for their
specific businesses, for example, by adopting techniques such as Supply Chain Management, Total
Quality Management, Just-In-Time manufacturing, and Lean.

Evolving Workforce Capabilities — recognizes that the knowledge content of manufacturing jobs is
evolving and will continue to evolve in the future. For leading manufacturers, this means identifying the
critical workforce in the organization, i.e. the ones that drive a disproportionate percentage of business
value, and who lead the way when it comes to innovation and revenue growth. Identifying these
individuals early will enable their talent to be leveraged and for strategic investments to be made in the
right areas.

Networking / Collaboration — recognizes that people today collaborate in all types of ways, for example,
through interactive networking platforms driven by Web 2.0. That is why collaboration holds so much
potential for innovation and for new market development.

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 4



Innovation / creativity

Research findings

Successful Burlington manufacturers are introducing new products, finding new applications for
existing products, and finding new markets. They focus on “new” products and processes, rather
than incremental improvements to “existing” products and process and they modify both to suit
the target market. Companies are pushing R&D / development activities “down” in the
organization to make it everyone’s job, not only the job of engineering and technicians. This is
part of developing a continuous improvement mindset, and aligning the engineers with the shop
floor. That said, manufacturing leaders emphasize that it must be a managed process, so that
staff don’t redefine their roles and forego their technical responsibilities.

Companies are increasing their emphasis on capturing the voice of the customer to guide product
development efforts. They recognize the importance of vertical product integration / joint
ventures or development agreements with customers in order to gain a full value-chain
perspective. This can be tough to do. Getting access to the “right” decision makers is key, as is
asking the right questions. When asked, customers often don’t know what they want. However,
engaging in a problem solving dialogue will, more often than not, lead to answers.

Manufacturers see the need for increasing the role of process innovation (often requiring
automation or computer numerical control (CNC) technology), but they agree that not enough
manufacturers are doing this. Leaders also emphasize the need to look at human factors and the
process of interacting with machinery or automated processes.

Global insights

e Leading, innovative companies are implementing “ldea Factories” (secure intranet websites that allow
employees to submit ideas for improving products and processes). The model for developing
emerging ideas through safe havens enables manufacturers to tap into tacit knowledge within their
companies to shape management decisions and drive organizational change.

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 5



Idea factories work best
when ideas are
acknowledged and

implemented, creating a Maotivators Tap into tacit Enablers
pOSitive environment for Establish two-way knowledge Create safe havens
SmeIttlng more ideas. communication

Ermploy pradiction
Best practice innovators Give ownership of ideas markets
are very skillful at Align incentives emel::;::;o%eas Use tools for
identifying opportunities ST collaboration
for sourcing government Accept failures havens

money and support for
innovation through both
product and process R&D
activities. These resources are used to leverage internal spend on R&D. The median R&D
investment, as a percentage of sales, for the Global Innovation 1000 was 3.84% (2006)°.

Suggested actions

The following summarizes the thoughts and opinions on Innovation/Creativity provided by selected
Burlington manufacturers interviewed as part of this project between September and November, 2009.
During consultations, Burlington manufacturing leaders identified the need to:

1.

Become more customer-centric by creating models to solicit relevant customer insight beyond the
typical salesman interface to help guide new product and process development, including, for
example, listening to the voice of the customer, bringing customers onsite, and soliciting continuous
feedback.

Engage effectively with post -secondary educational and research institutions to take advantage of
opportunities for collaborative research and intellectual property (IP) development, sharing and
transfer.

Create a culture of innovation from the shop floor to senior management, in order to capitalize on the
insights and innovative ideas of employees.

° Smart Spenders: The Global Innovation 1000. Booz Allen Hamilton, 2006.
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Conclusions on innovation / creativity

In manufacturing more than any other business sector, innovation and creativity are among the most
significant factors for driving growth and remaining competitive in a global environment. Breakthrough
product and service innovations — new products for existing and new markets, as well as process
innovations that provide a competitive advantage in time-to-market cost, quality, or customer service —
are powerful factors in short- and long term success. The benefits of innovation can include:

new product introduction and first mover advantage
improved product design and quality

faster turnaround times

reduced waste levels and downtime

streamlined relationships with suppliers and customers

Innovation requires effort and investment, which can be leveraged through government incentives and
industry association programs that support and foster innovation. Generating and developing ideas are
the first step toward increasing innovation. Global leaders make significant investments in research and
idea generation. For companies with more modest resources, there are a number of ways to generate
ideas, including developing a deeper understanding of customer needs, creating peer relationships with
suppliers, and tapping into employees for ideas.

© Deloitte & Touche LLP and affiliated entities.

Next Generation Manufacturing in Burlington

7



Business development

Research findings

e The majority of manufacturers interviewed export at least 75% of their production. They are
continually focusing on finding new customers. Some companies have had a 100% turnover in their
customer base in last 10 years.

e Some manufacturers have successfully penetrated non-traditional markets such as alternative energy
(solar, wind), energy / waste management, medical, biosciences, health care, optical, pharmaceutical,
military, homeland / public security, nuclear, and water treatment. They observe that moving away
from traditional markets will be key going forward. They understand and apply lessons learned from
the automotive industry:

— Constantly adapt and modify existing products or develop complementary technologies for
current markets;

— Diversify markets and expand into new geographies; and

— Determine customer issues and utilize technology to solve their problems.

Global practices

e Global manufacturers design and develop innovative products / services tailored to international
customer needs - 74% of companies surveyed by Deloitte Research, as part of the Innovation in
Emerging Markets study, introduced significantly different product features to adapt to new
market opportunities.

e Successful market entrants employ joint venture strategies when first entering a market. Once
they have gained the requisite local knowledge and networks, they are then capable of
establishing wholly owned subsidiaries.

e Companies are leveraging opportunities created by increasing government emphasis on “green”
compliance and “buy local” content requirements. For example, the Green Energy Act in Ontario,
which promotes the development of renewable energy sources through Feed-In-Tariffs, includes
a made-in-Ontario requirement for a portion of the solar PV collector, wind turbine, etc.

e Successful manufactures are constantly examining and fine tuning their sales channels and
distribution techniques. In a challenging business-to-business environment, purchasing patterns

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 8



and customer value proposition requirements change. These and other issues drive how a sales
force and sales channels can be realigned and focused on specific customer segments.

Suggested actions

The following summarizes the thoughts and opinions on business development provided by selected
Burlington manufacturers interviewed as part of this project between September and November, 2009.
During consultations, Burlington manufacturing leaders identified the need to:

1. Be globally engaged. That means both within the company, by developing international relationships,
and through government support services, such as Foreign Affairs and International Trade Canada,
and the Consulates.

2. Belocally engaged. Collaborate with local suppliers, where local sourcing can generate value in the
supply chain. Local sourcing can offer the benefits of closer collaboration, and potentially, lower
transportation costs. Importantly, leveraging local relationships, networking, and peer-to-peer
collaboration can also be a source of referrals for sales and marketing and supply chain linkages.

3. Seek opportunities to develop alternative market segments, such as “green” products, homeland
security products, etc. and/or seek complementary technologies to extend market offerings. Use
peer-to-peer business level networking opportunities as a source of generating and discussing market
development ideas.

Conclusions on business development

There are signs that as the global economy recovers, supply chains will be challenged and confronted
with higher demand, in smaller quantities, and in environments with less inventory and slack capacity.
This will create opportunities for businesses that develop supply chain tactics that incorporate agility and
flexibility. Organizations are creating the necessary agility and flexibility through alliances, especially in
new market entry.

Customer expectations are evolving, particularly in terms of the value chain requirements. This also
creates opportunities, and the challenge of how to address the opportunity. For example, Milwaukee-
based Johnson Controls saw an opportunity to achieve more-profitable growth by shifting from selling just
energy hardware to helping clients with the larger task of improving the efficiency of their energy systems.
They expanded their value proposition by bundling products and services together to create energy
solutions. But for this plan to work, the company realized not only that it would need to train its existing
sales staff in solutions selling, but also that it would need to add new staff skilled in solutions selling—and
that those employees would command a higher level of compensation. ¢

® The Service Revolution in Global Manufacturing Industries, Deloitte Research, 2006.
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Key success factors

Research findings

In Burlington, manufacturers are shifting their focus to new product / process design, Intellectual
Property (IP) ownership, and supplier development. Roundtable participants caution that this
shift should be measured and staged in a manner that doesn’t ignore the core business — existing
products and processes. Although times are tough, businesses recognize that the focus will need
to turn from cost cutting to reducing process variation (i.e., understand the cause and effect, and
improve productivity while improving quality).

Burlington manufacturers are outsourcing an increasing amount of basic low value added
component manufacturing. While low value added manufacturing may be a core competency of
a few manufacturers, leaders advise that build-to-spec businesses should seek opportunities to
gradually evolve into higher added value product design / process.

Companies are increasing their focus on talent retention, and adopting strategic recruitment
practices that enable them to push accountability downward in the organization. Increasingly, the
hiring model to support innovation is to seek a combination of technical and business skills, and
with a good attitude, fit and aptitude for internal development. Getting these skills to the shop
floor is imperative.

Global insights

An efficient value chain is essential to delivering viable products at competitive prices. The 15%
of companies that have mastered the value chain grow faster and generate profits of up to 50%
higher than those achieved by their peers.

Manufacturers continue to shift from large vertically integrated firms towards smaller / micro
operations that can flexibly customize products for a variety of customers and markets with
continuously evolving needs.

Global companies are particularly focused on safeguarding IP and reducing risk of key process or
product know-how theft; and are keeping the manufacture of high-value product that requires
proprietary processes, in North America.

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 11



Suggested actions

The following summarizes the thoughts and opinions on Key Success Factors provided by selected
Burlington manufacturers interviewed as part of this project between September and November, 2009.
During consultations, Burlington manufacturing leaders identified the need to:

1. Analyze the full value stream to identify areas of waste and non-value added activities. Use Lean
analytical tools, including Takt time, cycle time, lead time to synchronize value stream activities,
balance workload levels, eliminate bottlenecks and reduce inventory,

2. Identify and build on core competencies. A manufacturer can be more competitive by specializing in
specific segments of the value chain. Once that area of specialization is understood (whether new
product (and IP) development, process, or approach to the customer, etc.), manufacturers can then
delve into supplier relationships and seek opportunities to develop the "extended enterprise" as an
element of competitive strategy.

3. Strive to exceed basic quality standards. Develop an objective set of measures that can be deployed
at stages early in the production process. Identify root causes of variability, and address the problem
at source to reduce the overall cost of quality (COQ).

Conclusions on key success factors

Customers, manufacturers and suppliers are all part of the value chain. The objective for each should be
to optimize the whole value chain. This requires communication and collaboration. The traditional tools
of supplier communication are specifications, prices, acceptance testing and complaints. Global best
practices suggest a new set of tools that include cooperative discussions, charts and facts.

Effective management of the full value stream with suppliers can create tremendous value for a
manufacturer and its customers. A small change in requirements may reduce a supplier’s costs
significantly. Suppliers may also help identify opportunities for improvement in customer’s operations.
Because close cooperation requires time and effort, global best practice is to limit the number of
suppliers, and focus on the suppliers who want to improve their own operations, and the effectiveness of
the value chain.

Exceeding basic quality standards means defining measures for both process and performance. What to
measure needs to go beyond quality of products and services, to include quality of:

e Asset use: people, capital, material, technology, market position
e Work, work process and environment

e Customer relationships and supplier relationships

¢ Human relationships

A well constructed measuring system can help lead to significant improvements in business results.

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 12



Evolving workforce capabilities

Research findings

Educational requirements in manufacturing are evolving to
require higher education (minimum college / university). While
few Burlington manufacturers identified concerns about a
potential high skill shortage, roundtable participants advised that
availability of talent varies, and there are industry shortages.
Requirements can change quickly, and manufacturers must be
able to anticipate and prepare for industry cycles. Manufacturers
need to strengthen the linkage between business and education
(secondary and post-secondary) to ensure that the curriculum
has industry relevancy. The Halton Industry Education Council
and the Skills Development and Training Centre were identified
as resources for linking manufacturing workforce needs to the
education system. Manufacturers are seeking flexible multi-
taskers in their operations. At the same time, much of today’s
workforce is seeking a wider range of experience at their current
employer. Managers can easily mistake this desire for “shoulder
room” as a desire for “head room” or moving up quickly. The
ideal employee has a combination of technical and business

“Employee engagement
at all levels of
responsibility within a
company is of absolute
importance. Having all
employees aligned and
personally committed to
the needed results of the
company is very
powerful and will be
necessary for success in
the future.

Ron Harper, President,
Cogent Power

skills, with a good attitude, fit and aptitude for internal development. Unfortunately, these types of
employees are can be hard to find and may need to be developed over time.

Tapping the creative potential of employees across the organization is a powerful tool that
companies can use to create new products, processes and enhance value for customers

Global insights

© Deloitte & Touche LLP and affiliated entities.

Manufacturers continue to move low skill, repetitive, low capital intensity jobs to low-wage

locations. Activities that require local market familiarity (R&D, product feature innovation) are
increasingly being located close to the customer, and customized complex production with a high
knowledge component is being retained in high wage / high skill locations.

Attracting and engaging a committed workforce (including Generation Y) is critical to ensuring a
manufacturer’s competitiveness. Today’s employees want a tech-savvy work environment, social

networks that embrace open and honest communication, work life flexibility, a sense of purpose

Next Generation Manufacturing in Burlington

13




and meaning in work, availability and access to mentors across the company, long term career
development and multiple experiences within a single organization.

e Modern global manufacturers expect employees to have exemplary team building, multi-tasking
and problem-solving skills.

Suggested actions

The following summarizes the thoughts and opinions on evolving workforce capabilities provided by
selected Burlington manufacturers interviewed as part of this project between September and November,
2009. During consultations, Burlington manufacturing leaders identified the need to:

1. Understand that manufacturers have a role in encouraging employee’s commitment to lifelong
learning and have a responsibility to work with educational institutions to ensure that their needs are
reflected in the curriculum.

2. Recognize that there is a wide gap between the reality of manufacturing jobs today, and the
perceptions held by new workforce entrants.

3. Consider making greater investments into training and development to ensure employees have both
technical and general skills (team building, problem solving skills, etc.)

Conclusions on evolving workforce capabilities

Developing the engaged workforce requires a focus on finding assignments for people to grow and to
build the relationships needed to succeed; and focusing on providing them with the capabilities, tools,
resources, and learning to achieve personal and business goals. Conventional workforce management
often does not get to the heart of who creates the most value within a company. Critical workforce
segments in manufacturing today are product and process innovation teams, designers, buyers, planners,
supply chain managers, customer relationship managers, distribution managers. These employees drive
a disproportionate amount of value creation in organizations, in comparison to their peers.

The implications of an innovation agenda on workforce capabilities are the following:

e A culture that espouses innovation and provides associated developmental programs to promote,
recognize, and reward idea generation;

e Top talent deployed on challenging stretch projects; and

e Technical knowledge transferred by use of advanced training programs and knowledge management
systems.

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 14



The implications of an efficient supply chain agenda on workforce capabilities are the following:

e Use of alternate labour models (e.g., outsourcing, contingent workforces etc.) to provide flexibility and
reduce labour costs;

e Lean/Six Sigma certification training to ensure that supply chain managers are employing the most
efficient supply chain processes; and

e Development opportunities that are aligned to career goals to increase satisfaction and reduce
turnover.

The implications of a growth agenda on workforce capabilities are the following:

o Key skills (e.g., advanced skills in negotiation, collaborative business development, solution sales,
etc.) to successfully manage and collaborate with customers;

e Performance appraisals and compensation packages linked to measurable goals that increase
accountability for success in sales and marketing; and

o A defined leadership pipeline which addresses business growth, competitive challenges, and future
succession needs.

Leadership needs to focus on managing the implementation of key talent strategies to ultimately optimize
and retain the best and/or critical workforce segments.

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 15



Networking / collaboration

Research findings

Participating in networking forums and collaborative arrangements can yield significant benefits
for companies. There are a wide variety of networks available to Burlington manufacturers,
including the Excellence in Manufacturing Consortium, Canadian Manufacturers and Exporters,
Golden Horseshoe Manufacturing Network, Golden Horseshoe Bioscience Network, Innovators
Alliance, Professional Engineers, trade and industry associations, consultants, etc.

This variety brings diversity and depth. In order to yield

benefits from participation, companies need to set objectives Arie de Geus, who led

for their participation, and assign the right individuals the strategic planning during his
responsibilities for garnering insight, and applying it within the 38-year tenure with Royal
company. This needs to be supported through the reward Dutch/Shell, is widely

and recognition system. credited with initiating the
concept of the learning
Intellectual property (IP) ownership and protection is a key organization, asserting that

concern for manufacturers contemplating collaboration and
partnerships. With the exception of University of Waterloo
where collaborative commercialization is evident,
manufacturers have the impression that Canadian universities
in general do an inconsistent job of getting IP out into the
market. This presents an opportunity for Burlington manufacturers to build closer relationships
with post-secondary institutions, including McMaster University, Mohawk College and Sheridan
College, among others, in a manner that would see IP being developed, tested and
commercialized in an equitable manner

AThe ability to
than your competitors may be
the only sustainable
competitive adv,

Global insights

n

n

n

A number of regions have established innovation clusters to foster greater collaboration and
innovation among manufacturers. Successful innovation clusters ensure the following are in
place:

Stakeholders share similar technologies, knowledge bases, production activities, and
organizational / learning traits;
Innovation incentives (public and private) are available;

Interface connectivity infrastructure is fast and effective;
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The following summarizes the thoughts and
opinions on Networking/Collaboration
provided by selected Burlington manufacturers
interviewed as part of this project conducted between September and November, 2009. During
consultations, Burlington manufacturing leaders identified the need to:

1. Build focused peer-to-peer networks that work for the business, and build networking into business
plans with time allocations. Responsibility for networking and collaboration should be shared among
staff, and worked into the reward and recognition system.

2. Assess the return on investment of participation in networks and collaborative forums to identify and
quantify the benefits.

3. Understand that networking and collaboration offer the opportunity to share experience (successes
and failures) in process and product innovation.

Conclusions on networking / collaboration

There are different types of collaboration, ranging from sharing best practice experience in open forums,
to focused business-to-business collaboration in areas such as product design, supply chain, and
collaborative inventory management. Networking forums can be a source of information and problem
solving support, as well as providing opportunities to build strategic alliances/partnerships with other
members. Business-to-business collaboration can enable participants to reduce overall supply chain
costs and maximize responsiveness.

Collaboration and networking are becoming interlinked, with the development of collaborative knowledge
networks. Collaborative knowledge networks are gaining momentum because of two converging factors.
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First, new technologies have made collaboration relatively easy and inexpensive. And second, creative
employees are finding ways to apply those technologies to the daily challenges they confront in the
workplace.’

While many companies are achieving positive returns on their investments in networking and
collaboration, it would be a mistake to pursue these initiatives with only a cost-cutting goal in mind.
Investments that enable collaborative practices to prosper are those that help employees to work more
effectively — and they are long-term in nature.

" Collaborative Knowledge Networks, Deloitte Research, 2001.
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Overall conclusions

The prosperity of the Golden Horseshoe was built on manufacturing. Looking forward, a thriving modern
manufacturing sector is central to the future success of the Burlington economy. This study identified five
themes as areas for focussing discussion with Burlington manufacturers and BEDC about the long-term
relevance and operational health of the industry. These include:

Innovation / Creativity;

Business Development;

Key Success Factors;

Evolving Workforce Capabilities; and
Networking/Collaboration.

There will continue to be opportunities for Burlington manufacturing firms to exploit, even in an
increasingly globalized economy. To realize these opportunities, the manufacturing industry will need to
continue investing in developing its products, processes, supply chains, and markets. Optimizing value
chains for greater efficiency, agility and flexibility will require a significant amount of collaboration and
innovation on an ongoing basis.

Research suggests that the “Next Generation Manufacturer” will be characterized by a commitment to:
being lean and efficient, promoting sustainable growth, and providing quality and value for customers.
Manufacturing industry leaders will also be creative, connected, visionary and green. Based on the
foundation established in this study, BEDC is now developing a strategy and action plan that will assist
manufacturers to take advantage of the growth opportunities that the future holds.
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Appendix A - Methodology and
participant profile

Lines of inquiry

A representative sample of Burlington manufacturers was interviewed by Deloitte. Interviews followed a
semi-structured format that incorporated the following lines of inquiry:

Why is / is not Burlington an attractive area for manufacturing?
What is the future of manufacturing in Burlington?

What manufacturing sectors and sub-sectors will emerge as leaders in the next generation / new
economy?

What key factors will influence the future of manufacturing?
What workforce / human capital issues currently exist / will emerge?
How can Burlington remain competitive as a location for manufacturing?

How should BEDC respond to the above challenges / opportunities for improvement and positively
impact the future of the next generation of manufacturing?

Survey panel

Companies from a wide range of manufacturing segments participated in the study, including metal
fabrication, industrial machinery, process and chemicals, high technology, general manufacturing and
food processing. The survey included a balance of small, medium and large companies.

Figure A. Survey Profile by Figure A. Survey Profile by
Employee Base Employee Base
1 O<$10M
ap B<20 6“
m$10-20M
®21-100
0$20-35M
0>100
T 0>$100

© Deloitte & Touche LLP and affiliated entities. Next Generation Manufacturing in Burlington 20



Appendix B - Sources

Global Economic Outlook, Deloitte Research, Q3, 2009.

Managing the Talent Crisis in Global Manufacturing: Strategies to Attract and Engage Generation Y,
Deloitte Research, 2009.

Laboratories of Innovation, Deloitte Research, 2008.

The Public Innovator’'s Playbook: Nurturing Bold Ideas in Government. Deloitte Research, 2009.
Innovation in Emerging Markets, Deloitte Research, 2007.

Burlington Economic Profile, Focus Business Consultants, August 2009.

BEDC Foreign Direct Investment Strategy, Millier Dickinson Blais Inc. November, 2009.
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Smart Spenders: The Global Innovation 1000, Booz Allen Hamilton, 2006.
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