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THE 2009 I'"#$1%"&'1%()  M!"#$!%&#'(")* STRATEGY SURVEY
- I"#$%&' , SAMPLE AND KEY FINDINGS

G,%! #08%*0)&.>0)/! :)01M)+&1*.0F! -&*)&I6FL! -1*K%L! “#:- B 20y) 8K %! *%6(%6)*+,! 0%E&N>*S! >M! *0(%6)*+
F*>12(IIN,.+,1).2(1)& P%K%/>?.0F112).0&).0.0F)OP)0)/L[.OF I 1(.OF!)! K)*.%&L! >M! 2%*(?%+&. K% (1) OP! *%5(¢
119%(&.>0(1!)! F/>3)/1 P)&)3)(%! M>*! &1FLI&M! 2)01M)+&1*.0F! (&*)&%F.%(1! 2%)+&.+%(! )OP! 296*M>*2)0+%(B
0%&N>*S! ,)(! %b.(&%P! .01 2>*05! >*1 /%((! &,%! ()2%! M>*2! (.0+%! 7@@6I1! )OP! ,)(! +>0P1+&%P! M.K%! *>1(
(1*K%LB! G,%! M.M&,! *1aPal N)(! +)**.%P! >1&!.0! 566@! )OP! +>08&).0(! P)&)! M*>2! X99! +§20) 3 @
+>10&*.%(BIR//1+>08 0908 ?&'RM*.+))OP!R L8OPIR >(&!2)D>*.0PL(&*.)/.[%P*%F . >0(1)*%6!* 06 2*%(%0&%
01&,%!P)&)3)(%I!(>!&,)&!&,%!0%&N>*S1+)01.0P%%P!3%!(). P1&>13%!F/>3)/B

G,%!+>2?)0.%(!.01&,%! P)&)3)(%!*%?*%(%0&! &*)P.&.>0)/! 2) 01 MPHEITHIRY)0 .0P 1 (&*.%(I!.0+/1P.0F &, %!
2%8&)/1%0F.0%%*.0F11%/%+&*>0.+(11) 1&>2>&.K%!)OP!(%2.+>0P 1+&>*!(%+&>*(B!_1*&,%*2>*%I1&,%!(1*KY
&)*F%&%P1)&!2%R.[BP!)0P!/)*FB6>272)0.%(1!&,)&. (11+>22)0.%(IN.&,12>*%61&,)01Z61%272/>11%%(B!

RI/ *%(%)*H*>12(! ?)*&.+.2)&.0F! .0! & %! 0%&N>*S! +>//%+8&%P! P)&)! .01 &,%.* >NO! +>10&*LB! R! +>223
+>//%+&.>01 2%8&,>P>/>FLIN)(1 2*>K.P%P! M*>21 & %! 0%&N>*S! &>! %0 (1*%! &,)&! &,%! P)&)! N%*%! ()22/%F
N)L!.0! & %! P.MM%*960&! +>10&*.%(B! R/l +>10&*.%(! 1(%P! &,%! (Y2AH J2Ut680M)! (.2./)*! &L2%(! >M!
+>27)0.%(I! OP! &)*F%&%P! &,%! ?*>P1+&.>0! 2)0)F%*! &>! M.//! .0! &,%! ]1%(&.>00).*%B! #0! (>2%! +>10&*.
COF/.(,1.(10>&1&,%!0)&.K%!/)OF1)F%I!&,%!]1%(&.>00).*0%6!N)(1&*)0(/)&%P!.0&>1&,%!+>10&*Ld(!//)OF 1)F%B

SIM#$%& (1) %) +,*+' |

COUNTRIES IN THE SAMPLE

G, %! #:--1:1()22/%! +>0(.(&(! >M! P)&)! M*>21 X991 2)01M)+&1*.0F! +>272)0.%(! M*>21 7@! +>10&*.%(! N>*/PN.P¢
(,>N01.0!G)3/%!7BIG,%!P)&)!(,>NI)IF>>Pl+>K%*)F%!.01c1*>?%IIN,%*%! 75!+>108&*.%(1)*%!.0+/1P%PI!)OP!)
Y7Y!1*%(?>0P%0&(B! . &318)&>M! 77V!*%(?2>0P%0& (1! &,%! +>K%*)F%! >M! R(.)0! +>10&*.%(! (! (>2%N,)&! N¢
Q>NY%K%2P>*&)0&!1+>10&*.%(1(1+,1)(!",.0)Il€)?)01)OP!G).N)0!)*%!*%62*%6(%08&%P! .01 &,)&! (13()2?/%B! G, %!
*0p(?>0P%0&(1 M*>21 &N>! +>108&*.%(! M*>2! ->18GRZIO&N*98 MI6NI! 31&! *UTHO&! &,%! .27>*8)0&!
%+>0>2.%(! C*)[./1)OP!:%b.+>B! G, %! §Rp*.+)0! ()22/%! .0+/1P%(! @7!*%(?>0P%0&(! M*>2!")0)P)! )OP! &,%)
J-RBR//!.0N)//1 &% #:--11()22/%!,)(1)! F/>3)/1 +>K%*) FHI & *06(?>0P%0&(! M*>21)//1 &,%! 2)D>*1 %+>0>2.%(!
N>*/PN.P%B
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COMPANY SIZES

G)3/9%! 71JA! (,>N(1&,%! (.[%!>M!&,%!*%(?>0P%0&(!.0!&, %! P.MM%*%0&! +>108&*.%(1*%?*%(%0&%P!.0! &,%
(1]1.8%! (>2%! K)*.)&.>0!)2>0F ! &,%!*96(?>0P%0&(I! (?)00.0F! M*>21)01 K%*)F%! >M! Y 761%22/>L%%(! ")0)F
915661%272/>L%%(!"e)?)0aB! G,%!2)D>*.&L!>M!&, %! *%(P&IBHORYE*. % (1 *%62*06(%08&%P! ) K%! 3%&N%%O0!
)OP!51666!96272/>L%%(1>0!)K%*)F%BIQ%0+%I1&,%!()22/%!+>0(.(&(1>M!*%/)&.K%/L!/)*F%!+>22)0.%(B

. Number of Number of Average
Region Country .
respondents respondents company size
Estonia 59! X@6
East Europe eV Hungary 97! YYY
Belgium WX 9ZV
Germany wv TWo@
West Europe X7 Ireland X 59zX
The Netherlands Zn 959
UK W6 awy
Denmark ™ X7W
E
North Europe Y® sweden WY 76X1
Italy ZA XY5
South Europe 76X Portugal 76! 7Y93
Spain Yd YW2Z2W
. Canada @ Y78
North America @7 USA 951 YWYV
. Brazil w9 795V
South/Central America VAl Mexico 70l 77v7
China @ 7YYZ
Asia 77 Japan 5 9564
Taiwan WY WY56
Total 677 ! X99 7767
Table 1:!">10&*.%(!)OP!)K%*)F%!+>2?)0L!(.[%!"0123%*!>M!%2?/>L%%(a
Industry sectors "#-#"a
28! 29! 30! 31 32 33 34 35
%&) ok -%2.8 c/%+&*.+) RIP.>T 0O*%+.(.>0 f&,%*!
p>p1+g VT OL op1ies 2)+ 006 KP%> 0120608 RrET2PEK gnnosg
East Europe Y7BR 57B@ 6! @BY YBb XBW 76BY XBW
West Europe YYB6 5ZBW 6! 75B9 7BW VBB XBb 5B6
North Europe 5ZBb wzBY 6! 55Bl@ 5BY 76BY 5BY 5BY
South Europe WYB6 WWB6 6! 77BW 76BY 7B@ XBX 5BV
North America wzB@  5XBX WB7 @BY WB7 XBW YBD 76B@
South/Central 5WB7  W6BV 7B@ 9B9 7TWBZ 6! 7ZBY 9B9
America
Asia 7T@BY W7BZ 9BY TWB@  76Bb XBZ YBX XBZ
Total wWwB9 5vBZ 7BV 75Bb XB7 ZB@ XBX ZBb

Table 2:1#OP1(&*.%(I #+#"a

INDUSTRY SECTORS

)OLIM)+&1%%*(! >M! 2%6&)/! P*>P1+&(! “#-#"1 5Val JOP! 2)+,.0%*L! ‘#-#"1 5@a! P>2.0)&% R UVB!-G, %!
(%2.+>0P1+&>* #-#"1W6all&*)0(?>*&)&. >0 #-#"1WZal!)PK)0+%P!.0(&*12%08&(! #-#"1WWal!)OP!)1P.>TK.P
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OP1(&*.%(! )*%! /%)(&! *%?*%(%0&%P! .0! & %I&SUBAR Bo*%! (! (>2%! K)*.)& >0! )2>0F! & %! P.MM%*%0
OP1(&*.%(I! &,%! #:--1 ()22/%! .(1)! *%) (>0)3/%! *%2*%(%0&)&.>0! >M! & %! P.MM%*%0&! (%-+&>*(I>M! &,%! 2!
)OP!)((%23/L1.0P1(&*LB

PRODUCTION PROCESS TYPES

R*>10P!1Z6g!>M!&,%!*96(?>0P%08&(!)*%!3)&+,!2)0 HiBk & 1886+ 2>*0511)22*>bBI5Xg! *%F)*P1 &, %2(%/K%(!)(!
>098>MM! 2*>P1+%*(I N,./%! 5Wg! )*9%6! 2)((! 2*>P1+%*(B! G,%*%! )*%! M).*/L! (2)//! F%>F*)?,.+)/! P.MM%*%0-
R2%6*.+)011->1&, T"%08&*)/1R2%*.+)0)OPIR(.)0IM.*2(1,)K%!)!,.F,%*1(,)*%! >M12) (1 7*>P1+&.>01*%/ pB K%! &>1>
>MM! 2*>P1+&.>0B1 636(82%)0! ?/)0&(! ,)K%! )0! %] 1JP/.&! 3%&N%%0! 2)((!1 )OP!SOAMI! N,./%! &, %! >&,%*!
FO>F*)2,.4)/1 [>+)&.>0(! ,)K%! 2>*%! SOIM! &,)0! 2)((! 2*>P1+%*(! .0! &,%! ()2?/%B! G,%! )2>10&! >M! 2)((!
2*>P1+&.>01)2>0F1&,%!->1&,1c1*>2%)0!*%(?>0P%0&(!. (19t YsMI20P%* 769 B

|

Production process types

One-off Batch Mass
c)(&!cl*>?% W5BY Z5BY 7ZBb
Nop(&Ic1*>?% 5WB9 Z5BF 5wBvV
$>*&,1c1*>?% W6B9 ZYB7 7ZBW
->1&,1c1*>?% WYB6 ZXBY @B9
$>*&,IR2%*.+H) 5wBvV Y9BV 5VBY
->1&,T"%0&*)/'R2%* 7T@BY YO9BY7 WwBZ
R()! 56BY YYR9 WzZBW
G>&)/ 5XBb Z6B@ 55B@

Table 3:10%>P1+&.>012*>+%((1&L2%(

MUI"#$106&#" (") *+&'1&,) IES

1)O1M)+&1*.0F!(&*)&Y%FL!.0K>/K%(IP%-+.(.>012)S.0F!)3>1&4
o ">22068.8.K%!2* 5% & % (I>*I>*PY%*IN.00%*(1&,)&). (1) P%M.0.&.>0!>M!&, %! 2%* M=)kl /%K %/(!
.0&%0P(1&>121*(1%!(>!)(1&>!"&*L1&>alP.(&.0F 1.(,!.&(%/MIM*>21. &(1+>27%8&.&>*(B

o >//>NBL?1)+&.>0(1!.0!&,%!M>*21>M4
o HOKY%(&2%0&(!.01NAI?*>+%((1%]1.22%0&I!)0P!&*).0.0F!)0P1%P1+)&.>0B

o #27*>K%2%08&! 2*>F*)2(4! .22/%2%08)&. >0! >M! 310P/%(! >M! 2%)+&.+OHH0 32%! *%
%(&)31.(,%PI! (>2%!]1.8%! 0%NI!).2%P!)&! .22*>K.0F! >29%*)&.>0)/1 )OPI! & *>1F,!&,)&I! 31(.0%
2%*M>*2)0+26B

COMPETITIVE PRIORITIES

G,%!2>(&!.27>*&) 083 22%8&.& K%! 7*.>* & % (1! & IR N.00%?(*(1%PP1*.0F! &,%! /)(&! & *%%! L%)*(!)*%!
2*>P1+&! P%(.FAMP) J1)/.&LII +>0M>*2)0+%! ]1)/.&LI! JOP! P%?%0P)3/%! P%/.K%*.%(B! ">22.8&%P! |
*0p(?>0(.3./.&L1)OPIM*%]1%08&/L!/)10+,.0F0%N! NSPU183) (&!.22>*B0&

$>&! (1*?*.(.OF/LI1 &,%! .2?2>%&)0+%! >M!/>N%*! (%//.0F! 2% +%! (! ,.F,%(&! )2>0F!->1&, T"%0&*)/| R2%*.+)0! )OF
c1*>2%)0! 2/)08KN, ./%()/%(! ?*.+%! .Bh)(&! .27>*&)OR>0F! &,%! $>*&,1 c1*>7%)0! ?/)0&(B! R! 3.&! (1*?*.(.OF !
&,>1F,I1.(1&,)& R(.)0! M.*2(1+>0(.P%* 2*%48&. KYA/0I2?7>*&) 08 &>B! G, %! .22>*&)0+%! >M!]1)/.&L! (%%2(! &>
3%! 11.&%! %K%O0! )2>0F! &,%! *%(?>0P%0&E,%! F#h>F*)?,.+)/! *%F.>0(B! R(.)0I! c)(&! c1*>TR)0

->1&, T"%08&*)/IR2%*.+)0!IM.*2(1%)&%!&,%!.22>*&)0+%!>M!PY%/. KY%*LI1+>0(.PY%*)3/L! . P/ )DIBA6-2 !

=>*01 (1%2% (.OFL.(18,%!/>N!.27>*&)0+%! >M!IN.PY%* 2*>P 1+&!*)OF%I! M*%6] 1960&!/) 10+, >M! 0%N! 2P 1+&(1)
.00>K)&.K%! 2*>P1+&(1)2>0F! &,%! c1*>?29%)0! JOP! $>*&,! R2%*.+)0! ?/)0&(B! _>+1(.0F! >0! .00>K)&.>0! )OP!
2%>P1+&!P%K%/>?2%08&!.(1)!N.P%/L! *06+>F0.[%P! (&*)&%%6FL! M>* "0 (&%*0al M.*2(! &> P.MM%*%04&..) &%
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>&,%* M. *2(11 %(?%+.)/IL! &,>(%! M*824(&N+>10&*BHQ>NI6K%*1! >1*1)0)/L(%(! (LFF%(&! &,)&! c1%>7%)0! )OP
R2%*.+)0! M.*2(1 P>! 0¥ED688*) &6 F . +)/83P. MM%*%608&.)&%! & %2(%/K%(! &,*>1F,! .00>K)&//0B I3 !
EIM>1(1>01 2+>P1+&!.00>K)&0P!+) &8, )&! R(.)0!)OP! ->1&, T! "%08&*)/| R2%*.+)0! +>22)0.%(! 0> />0F %*!
*/L1 >0! />B4>(&! +>22%8&.8&.>0! >0/LI1 31&!1)/(>1 %27?,)(.[%! &,%! .22>*&)0+%! >M! +>22%8&.0F! >0! .00>K)&.K!
G>P)I €)?)0%(%! +>22)0.%(! )*%! &,%! P*.K.OF! M>*+%! M>* & %! .00>K)&. K%0%((! JOP! %MM%-+&.K%C(
OP1(&*.%(1! YOP13 )0)/L(%(! (%%2! &EFF%(&! &,)&! ",.0%(%! )OP! G)M[86->22)0.%(! M>//>N! &,%! ()2%!
PY%K%/>?2%0&1?)&&%*01)('€)?)0%(%!+>R?)0.%(B

COK.*>02%0&)//(>10P! 2*>P1+&(1)OBK.)/1*%(?>0(.3./.&L1)*%! 0>&! +>0(.P%*%6P! 2)*&.+ 1/)*/L!.2?2>*&)0&! M>*!'
>SMI&IFo>F*)?, . +)/1*%F . STER(L.OP . +)&UE:, )&1)/&,>1F,1 &, % (Y(1% () *%IF 1 >01&,%! 2>/.&.+)/')F%O0P)!)OP!
)*%F).0.0F!1.22>*&)0+%!.0!(>+.%&LI1.&IQH&!,.F,11?1>0!&,%!.0P 1 (8&FOP)B
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Competitive priorities

Selling prices
Product design and
quality
Conformance quality
Dependable deliveries
Faster deliveries
Customer service
Product range
New products more
frequently
More innovative
products
Order size flexibility
Environmentally sound
products
Committed social
responsibility

C)(&!c1*>?% YBY YBY YBY YB6 WB@ WBW WB5 5B@ WB5 WBZ WB6 5B9
"% (&Ic1*>?% WBvV YB6 YB6K WB9 WBY WBX 5B@ 5B9 WBW 5B@ 5B@ 5BX
$>*&,1c1*>?% WBY YBY WBV YB6K WB9 WB@ WB5 WB5 WBZ WB5 5B@ 5BZ
->1&,!1c1*>?% wBvV YBY YBY WB@ WB9 YB6 WB5 5B@ WBZ WB6 5B@ 5BZ
$>*&,IR2%*4) | WBV YBW YBY YB6 WBV WB@ WB7 5BV WBW WB6 WB5 WB5

" "o *)/1
C1& %089 vew YBY YBE YBE VB! YBS WBV WBX YBE WB@ WBY WBY

R2%*.+)
R()! WB9 YBW YBW YBY YB6 YBW WBV WBV WBV WB9 WBV WB9
G>&)/ WBV YBE YBS YBY WBV WBV WBW WB7 WBZ WBW WB5 WB6

Table 4:1#27>*&)0+%!I>M!+>22%6&.8&. K %! 21058, 86%) (&!&, *%6%6!L1%)*(
“7h0>&1.27>*8)0&IIZhK%*L!.27>*&)0&a

INVESTMENTS - R&D, PROCESS EQUIPMENT, TRAINING AND EDUCATION

fK%*)//I1R(.)0!)OP! $>*&,! R2%*.+)0! +>22)0.%(!)*%! &, %! 2>(&! ) FF*%((.K%! >0%(! .0! &%*2(! >M! .0K%(&2%0¢
)OP!->1&,1c1*>2%)0!+>2?)0.%(196!/)FF.0F!3%, .0PB!H>>S.0F12>*%6! P%%?/L!.0&>!. OK%(&2%0&(!.01AI 2+>-
%]1.22%0&I!)OP! &*).0.0F!)OP! %P 1+)&.>01! *%6(?%+&.K%/LI! (>2%! .0&%*%(&.0F! ?)&&%*0(! %2%*F%B! $>*
+>27)0.%(!.0K%(&! 2>(&! .0! A" XB7g!>M!)001)/! &1*0>K%*al! M>//>N%P! 3L! +>2 2[RI +:6?98% ZB@gaB!
G,%!*%(?>0P%0&(!.0!c)(&! c1*>2%!.0K%(&!/%)(&!.0I"NAl'5B9gal M>//>N%P! 3L!->1&,1c1%>7%)0!+>22)0.%(!
G,%!,.F,! .OK%(&2%08&! .0!"\Al)2>0F! A06(&%*0! +>22)0.%(! .(! +>0(.(&%0&! N.&,! &,%! 0%%P! &>! P.MM%*%0.
+>229%6&%! >0! >&,%*!)(?%+& (! &,)OHE@BH>11)/&,>1F 1 &,%! 2*%K.>1(1)0)/L(%(! >M! & %! .22>*&)0+%! >M! >*F
N.00%*(! .OP.+)&%! &,)&! $>*&,! R2%*.+)0! )OP! A%(&! c1*>2%)0! +>22)0.%(! *)&%! ?*>P1+&! .00>K)&.>0! *%/)
I>NI1&,%.*1.0K%(&2%0&(!.Q[36062 (1&> ! (1FF%(&!>&, YBN. (%
R(.)0!+>2?)0.%(!,)K%!&,%!,.F, 8d(OK%(&2UDEN0! 2+>+%((1%]1.?2%0&! " VBIgal! M>//>N%P!1>01)! P.(&)0+%! =
->1&,T"%0&*)/IR2%*.+)I"XBVga!)OP!$>*&,!R2%*.+)01 XBVgaB!G,%!c1*>2%)01*%F.>0(!)*%! .OK%(&.0F1 21+
2%>+0((1%]1.72%0&B!G,%!/)&8&%*1+>1/P!.0P.+)&%!&,)&!c1*>?%)0!+>27?)0 KeISRAFPIRIY! %] 1.22%08&!
N.&,>1&!)10%%P!&>1/)*F%! .0K%(&2%0&(!>*I1)/&%*0)&.K%/LI1&,)&! & %! F*>N&,1.012)01M)+&1* 0F1 2*.2)* /|
20)+%!>1&(.P%IC1*3?7%B
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Investments
R&D Process equipment Training.and Total
education
C)(&!c1*>?% 5B9 XBb 7BY 76BY
NH(&EL*>?% ZBl@ ZBY 5BW TWBX
$>*&,1c1*>?% ZBY ZBb 5BY 75B9
->1&,!1c1*>?% WBV YBX 7BX 76B6
$>*&,IR2%*.+H) XB7 XBV 5BV 7ZBD
->1&,T"%0&*)/IR2%*1+) YBb XBV 5BY TWBY
R()! ZBE VBD 5BY 7XBW
G>&)/ YB@ XBb 5BY TWB5

Table 5:/0%*+%0&)F%!>M!8&>&)/!1&1*0>K%*!( 796083 06((1%] 1.?294)8P!&*).0.050P!%P 1+)&.50
"0b&*%2%!KY(!NF86!%b+/1PY%PIM*>21&,%Na)/L(.(

|
$>*&,1 R29%*.+)0! +>27)0.%(! .OK%(&! 2>(&! .0L&F)JDP! %P 1+)&!SBBVgaB#27?)0.%(! .0! c)(&! )OP! ->18&.!
c1*>2%! .0K%(&! /%)(&! .0! &*).0.0F! “7BYg! JOP! 7BXg! >M! )001)/! &1*0>K%*I! *%%(?94H&/MEKAABS NH, %!
OK%(&2%40@! &*).0.0F!)2>0F! $>*&,! R2%*.+)0! +>272)0.%(! .OP. #)&RIB( &,%(%! +>22)0.%(! *%+>F0.[%! &,%!
27>%&)0+%! 81.//%P! (&) MMBIH%0+%!.0!M/%b.3./.&L1)OP!.00>K)&.>011.0))PP.&.>01&>1&,%!M) +&1&,)&!+>2?
.0+*06)(.0F/L!3)(%P!>0! 2% +96 1! | L&Y%/ K%*LI1*%]1.%(! ,.F, /LI %P 1+) &BRP Y. 0BAR) MMI!) 3/%! &>1)P) 2&!
&>1)OPF*! P%K%/>?! 0%N! 2*)+&.+%(B! #0K%(&2%0&! .0! &P.DH)BIIOPYYE0%! .27>%&)0&! %/%2%0&! M>*1
9%272/>L%%(!)OPIM.*2(1&>!(1++%((M1//L12)0)F%!+,)OF%B
">22)*%P1&>18, %! 2*%K . > 1 (1#:--1P) &) 1+>//%+&%P!.01566 Z11&, %! ?)&&%*0!>M!.0K%(&2%0&(!. (! (1*?*.(.OF/L!-
3%&N%%0! &, %! &N>1.&%*)&.>0(B! R/&,>1F,1&,%*%! )K%! BUe%QLO! B8bH>108*.%(1 ?)*&.+.2)&.0F! .01 &,%!
(1*K%LI! &,%! P.MM%*%0+%(! .0! .OKFBAE2PHEREEN%%0! &, %! &N>! ()22 BEB66Z! &, %! &>&)/1)KY%*)F%! M>*!
OK%(&2%08&(!.01AIN)(1YBWgI! 2*>+%((1%]1.?2%0&! XB7gl!)0P!&*).0.0F!)0P! %P 1:B/& ST GR*%%6! . (
)O!.0P.+)&.>0! >M!,.F,%* \Al .0K%(&2%0& (! .0! &,%! 2>(&! *%+%08&! #:--1.&%*)&.>01! &, %! %K%/ >M! &,%! .0
N*F%ILIM>//>N(1&,%!()2%!?)&&%*0B

IMPROVEMENT PROGRAMS

fO1)K%*)F9%I112%>F*)2(1).2%P1)&!.22+>K.0F!&,%! 2)01M)+&1*.OF! M10+&. >0 %BFB!/%)01!+>0&.0158)(! . 2?7*>K
JOP! 2%>+05((1 M>+1(1! (%%2! &>1 3%! 2>(&! .22/%2%08&%P! )2>0F! &,%! +>22)0.%(! .0! &,%! ()2?/%B! _1*&,%
2%>F%)2(1).2%P!1)&!.27*>K.0F1 0%N! 2*>P1+&! PY%K%/HOPUBEK . &.[.OF! &,%! " 2)01M)+&1*.0Fa! 3¢:08¥((
Y(>1*%0) & KY%/LI 21+,1 . 22/%2%0&HBBI2%608. OF! &%+, 0>JOPLO+*%6)(.0F! & %! /%K%/! >M! F/>3)/.[)&.>0! )*%!
1%)(&!.22/%2%08%%PB

R(1G)3/%! X! (,>N(Ib2?)0.%(! .0!->1&, T"%0&*)/! R2%*.+)1 ) OP! R{&! 2>(&! %MM>*&(1208>K . 0F ! K)*.>1(!
)(?%+&(1>M!2)01M)+&1*.0F! +>22)*06P! &>! &, %! >&, %" QAR MYMBI! %b+962&.>0(11 ->1&, 11 "% (&! ) OP! $>*&. !
C1*>2%!)0PI$>*&, IR2%*.+)1)*%! (>29%N,)&! 3%, .0P1&,%!/%)P.OF 1 *06F . >0(!.0! &, %.*1%MM>*&(1IN,./%!c)(&! c1*
F9%09%*)//L! M)*! 3%, fIDRI%b?/)0)&.>0! M>*! &, .(1 +>1/P1 3%! &,)&! & %! +>27)0.%&* (P & %0)/! .OP1(&*.)/!
2>N%)/*%)PL!,)K%!2)0LI>M!&, % (%! 2*) 481 %! )OPIP>10>&18,%*%6M>*%! ) K %! &>121&121+,IM1*&,%*1%
0&>1&,.(BIR0>&,%*1)PP.&.>0)/11%b7?/)0)&.>01+>1/P13%!&,)&!& %!%2%*F .OF 1+>108*.%(!,)K%! &>13%! 2>*%
&,)0! &%! P%K%/>?%P! +>10&*.%(! .0! (%%SMYFRDIOF! .22*>K%2%0&(! (>! )(I &>! .0+*%)(%! &,%.*
+>2729%&.&.K%0%((1.01&>P)Ld(IF/>3)/12)*S%&(B

| |
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2 g |g |g |2 |3
Adopted improvement programs 5 ::3 _,_,Z -,_,Z :,:: % .g _

p” ] £ = Z = © ]

g = £ & £ 3& 3 8
Manufacturing process
A%/%F)&.>0!)0P!S0>N/%PF% 5BK V! VB! S5ED V! V! VB! VB!
H%)0!>*F)0.[)&.>0!2>P%/ 5B9 vg'! VB! VB! VB! W) VB! V!
">0&.01>1(1.2?7*>K%2%40& 5BK V& Vv Vv V! YB! VB! V!
£3&).01?2*>+%((!M>+1( WB6 W VX V! VB! YB! Vv V!
#2?/%2%08&!?1//1?*>P1+&.>0 5BV VB! Vv Vv V! YB! V! VB!
Servitization
cb?)0P.0F!&,%!(%*K.+%!>MM%*.0F 5BK = 5K 58D vg! 5 Vv V! 5D
A%K%/>?.0F&,%!(S.//(1.0!(%*K.+%( 5B@ 5B/ V! V! 5B/ v 3/ VB!
A%(.FO!1?*>P1+&(!M>*1)M&%*!()/%( 5BV @ 5B! VB! V! 5B/ VX 3/ VB!
Technology
O0*>+%((1)1&>2)&.50 7B@ 5BV 5 565! 5 VB! 5B/ 51
_1%b.3/%!2)01M)+&1*.0F 5B5 5BV 5 5BV 5&! V! 5B/ 5&!
G*)+S.0F!)0P!&*)+I0F 5BW | 5&! 58D 58! 5B/ VX VB! 58!
#0OM>*2)&.>0!(,)*.0F 5BW V! 5B! 5D 5B! V! V! 5D
Responsibility
CcOK.*>02%0&)/1.2?)+&!>M!?*>P1+&( 5B5 565! 5BV 5BV 5BV VB! VB! 5&!
CcOK.*>02%0&)/1?%*M>*2)0+% 5BK | 5&! 5&! 58D 5&! VB! v 581
">*?>%)89%6!*%?1&)&.>0 WB7 5ED V! A V! Yi! VX VY
jD.&LN/>0F!&,%!(1??2/L1+)!10 WB5 vg! V! Vv V! VD V! VRV
">*P>*)&Ub+.)/1*%(?>0(.3./.&L 5BZ | 5B! 565! 5BV 5 VY VB! 5

cOK.*>02%0&)/!.2?)+&!>M!&*)0(?>*&)&.>0 5B5 565! 5BV 565! 5 VB! V! 5&!
New Product Development

*F)0.[)&.>0)/!.0&%F*)&.50 5BX 5B/ 5K S5ED 5ED V! VB! S5ED
A%(.F0!.0&%F*)&.>0 5B 5B/ VB! S5ED 5ED Vi Vi VB!
G%+,0>/>F.+)/'.0&%F*)&.>0 5B9 5B/ 5K 5B/ 5B)! Vi ! VB!
Supply Chain Management ! ! ! ! ! ! ! !
">>*P.0)&.>0!N.&,!(1??/.%*( 5BW 5B/ 5B)! 5B/ 5B/ VNV VNV 5B/
-1?2?2/L1(&*) &YoFL 5BV 5B/ VB! VB! S5ED V! VB! VB!
A.(&*.31&.>0!(&*)&PHFL 5B5 55! 5! B/ 5B VB! VB! 5B
">>*P 0)&.>0!N.&,!+1(&>2%*( 5BY 5 5K 5B 5B/ V&' V! 5B)!
".(S!2)0)F%2%0& 5B 5K 5B/ 5B 5B/ VNV VNV 5B/
Globalization ! ! ! ! ! ! ! !
=/>3)/.[.OF!?*>P1+&.>0!0%&N>*S 7BW 5BV 5B 8D 55! 55! 5! 58!
=/>3)/.[.0F!(>1*+.0F 5BX V&! VN VN 5K V! 5B! 5D
=/>3)/.[.OF!()/%( 5B@ V@&V V! V! 5B/ B! VN VB!
=/>3)/.[.OF!?*>P1+&!P%(.FO 5BW 5 5! 5B 55! VNV VB! 5H!
Other

A>*SM>*+%!IM/%b!3./.&L WB5 V&V V! VB! VB! VB! V&' VB!
cb?)0P!12)01M)+&1*.0F!+)?)H.&L WBZ VB! ! VB! VB! YB'! Vi Vi
JD.&LL2?2*>K%2%0& 5BV v@! V&' S5ED VN YIB! Vi VB!
c]1.?2%0&!?*>P1+&.K.&L 5B9 5B/ VB! 5B/ VB! VD ! V@'
:90)(1*%2%0&! (L (&%02( 5BX 5B 5B)! 5B)! VB! V31 V! VB!
-1?27?/.%*1P%K%/>?2%0& 5BY V®! VB! S5ED VN ViB! V! V@'

Table 6:#27*>K%2%08&!12*>F*)2(1)P>?8%P!/)(&!&,*%%!L%)*(I' 71h10>0%I1Z!h!,.F}1)P>?&.>0a
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2 c - >z - - 5

S & F5  3i 2¢

Groups of adopted T3 5 S 2 T ° 5 O g ‘_,g

improvement programs Sl = £ s = o % —: o s

== 5 8 2 3 33 S8 S

s 0 - e a za A S G
East Europe 5B9 5BV 5B% 5B9 5BK 5BZ 5B%
West Europe WB5 5B9 5Bk 5Bk 5BV 5BX 5BV
North Europe WBW WB6 5B9 5BX WB6 5BV 5B@
South Europe WB5 WB7 5Bk 5B9 5B@ 5BZ 5BV
North America WBW 5B9 5BK 5BV 5BV 5B9 5BY
South/Central America WB@ WBY WBW WBZ WBX WB5 5B@
Asia WBW WB9 5B@ WBY WBZ WBW 5B@
Total WB5 WB6 5BK 5BV WB6 5BV 5B9

Table 7:'=*>12(1>Mal.22*>K%2%08&! ?*>F*)2(1)P>?&%P/)(&!&,*%%!L%)*(!" 7!h10>0%I!Z!h!, IF,)P>?&.>0a

MUI"#$106&#" (") *+,'$-". ANCE EFFECTS

fOF>.0F!)0P! (1(&).0%P! ?%*M>*2)0+%! .2?7*>K%2%08&! (,>1/P! 3%! &,%! >K%*)*+,.0F!).2! >M!)0L! 2)01M)+&!
(&*)&%FL! "+>272%&.&.K%! ?*.>*.&.%(l! .0K%(&2%0&(l! .27*>K%2%0&! ?*>F*)2(aB! G,%! (+)/%! 1(%P! &
?2%*M>*2)0+%! .27*>K%2%0&(! *)0F%(! M*>2! 71 “h! P%&%*.>*)&%P! 2>*$% & J0!. Zgt R P! 2>*%! &,)0!
5ZgaB

G)3/%!N,>N(! &,)&! &,%! ->1&,T"%0&*)/! R2%*.+)0! +>2?)0.%(! )*%! &,>(%! N.&,! &,%! ,.F,%(&! ?%*M>*2)0
2?7*>K%2%0&!*)&%('P1*.0F!&,%!/)(&! &,*%%!L%)*(B!">2?)0.%('M*>2!&,.(!*%F.>0! (+>*%! ,.F,%(&!>0!7@!>
551.0K%(&.F)&%P!?%* 092 )0P.+)&B1G,. (1+/%)*/LIP%2>0 (& AR I&( &, % (%! +>27)0.%(!,)K%! &) S%0! (%6*.> 1 (!
(&%?(! &>1 .27*>K%! &,%.*! 2%*M>*2)0+%B! G,%! R(.)0! +>2?)0.%(! ?%*M>*2! %]1)//L! N%//' )(! &,%! ->1&,1
R2%*.+)0!+>27)0.%('>0!&N>!.0P.+)&>*(1)0OP! (+>*%!,.F,%*!1>0! &,*%%! > &K EGH . ) &->27)0.% (1! &>bI
JK%!.2?7*>K%P!&,%.*1?%*M>*2)0+%!(.FO.M.+)0&/LIP1*.0F!&,%!/)(&!&,*%%!L%)*(B
G,%*%!+)0!3%!2>*%!%b?/)0)&.>0('M>*1&,%(%!M.0P.0F(B!f0%!.(!'&,) &' &,%!)3(>/1&%! ?%*M>*2)0+%!>M!c!
$>*&,1R2%*.+)0!+>2?)0.%(!.(!,.F,%*!' &,)0! &,) & >R, T"%0&*)/'R2%*.+)0! ) OP!R(.)0!+>27)0.%(I! 2)S.0F! .&!
2>*%1 P.MM.+1/&! M>*! &,%2! &>1)+,.%K%! K]1)0&12! /%)?I! ?%*M>*2)0+%! .2?*>K%2%0&(B! ->1! &,%! M)+
&*)P.&.>0)//L! .0PL1(&*.)/.[%P! +>10&*.%(! P>! 0>&! (+>*%!)(!,.F,!.0! ?%*M>*2)0+%! .2?7*>K%2%0&! )(! &,%! %:
OP1(&*.)/.[%P!*%F.>0(!P>%(10>&!)1&>2)&.+)//IL12%)0! &,)&! &, %! P%K%/>?%P!+>10&*.%(!)*%!/)FF.0F! 3%,
,.F,%*1?2%*M>*2)0+%!(&)*&.0F!?>.0&!2%)0(!&,)&!+>2?)0.%('.0!&,%(%!+>10&*.%(!) *&R) B#%) &P K/ DH0 %!
&,%.%1>7%*)&.>0(IIN,./%!&,%.*1>??>*& MD& 98! +)/1(&%?(1.0!1 ?%*M>*2)0+%!)*%Y.2.&%PB

R0>&,%*! %b?/)0)&.>0! .(! &,%! 2)((.K%! .0K%(&2%0&(! &,)&! ,)K%! 3%%0! 2)P%! .0! &,%(%!.BX}B! *%F..
->1&,T"%0&*)/'R2%*.+))OP!RP&*.0F! &,%!/)(&!L%)*(B! C>&,!M>*%.F0! ) OP!P>2%(&.+! .0K%(&2%0&(!,)K%!
,-F,IN0P!2) 01M)+&1*.0F!.0!&,%(%!*%F.>0(!.(IF*>N.OF!(&%)P./LI&>N)*P(I)OP!.01(>2%!+)(%('?)((.OFI'&,)&!>
&*)P.&.>0)/' .OPL1(&*.)/.[%P! +>10&*.%(! .0! 3>&,! K>/12%!)0P!]1)/.&LB! G,%!.2?/%2%0&)&.>0! >M! 3%(&! ?*)
?7*0%&&L1 21+, 3>*P%*/%((I'N,.+,!%0)3/%! 2)01M)+&1* DB K{R.0! &,%! %2%*F.0F! +>10&*.%(! &>!/%)*0! M*>Z
%b?%*.9%0+%! 31./&! 1?! .0! (%K%*)/! FOXRIAL. (,%P! %+>0>2 ! &,*>1F,! &,)&8 *%/)& KY/LHS/L!
27%>K%!&,%.*1?%*M>*2)0+%B

G,%! 7*%K.>1(! (%+&.>0! ((>N%P! &,)&! &,%! ->1&,T"%0&*)/! R2%*.+)0! )OP! R(.)0! HK2e")8.%(!,.F,%(&!
)P>?&.>0! *)&%! >M! 2>P&F>K%2%0&*2F*)2(! P1*.0F! &,%! /)(&! &,*%%! L%)*(B! G,%! *%/)&.K%/L! ,.F,%
?2%*M>*2)0+%! .2?7*>K%2%0&(! )+,.%0K%P! 3L! +>27)0.%( .0! &,%(%! &N>! *%F.>0(! .0P.+)&%(! &,)&! .2?7*>
?*>F*)2(IP>1.0P%%P!?)LIEFMMB



East Europe
West Europe
North Europe
South Europe
North America
South/Central
America

Asia
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Performance indicators
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Table 8: Change in manufacturing performance last three years (1 = deteriorated more than 5 %, 5 = improved more than 25 %)
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I OT TOPICS — OR ARE THEY HOT ! ENOUGH)?

Among the most important questions industrial companies struggle or are confronted with, are:
* How well are we doing relevant to others and, especially, the best performing companies?

* What are current/future trends, how do other companies deal with these trends and what can we
learn from that?

Consequently, this section addresses:
* The differences between high and low performers.
0 Improvement program portfolio, depth of implementation, and managerial tenacity.
0 Strategic consistency.

* Trends in industry — the increasing importance of:
0 Innovation.
0 Servitization.
0 Sustainability.
0 Globalization.

WHAT CAN COMPANIES LEARN FROM EACH OTHER — HIGH VERSUS LOW PERFORMERS

To compare the effects of the improvement programs, we compared the average adoption among the top
10% and bottom 10% of the performers in each of the three performance groups; time/cost, quality, and
flexibility performance.

General for all the three different performance groups is that the high performers have implemented more
of all groups of improvement programs compared to the low performers. This finding indicates that doing
more improvement activities pays off in terms of improved performance. The nature of many of the
improvement programs suggests the following synergetic effects:

* Most supply chain management programs support most globalization programs.

* Most new product develop programs support servitization and some globalization efforts.

* Most “other” programs support either manufacturing process or supply chain management
projects.

These synergies are likely to reinforce the contribution of individual programs to operational performance
improvement.

Further, the differences in adoption of improvement programs between the three different performance
groups are rather small — see Figures 1-3. The main difference is that the companies performing high on
flexibility implement NPD and responsibility improvement programs a bit less than companies performing
high on any of the two other performance categories.
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Figure 1: Differences between high and low performers of time/cost in adoption of improvement programs
(1=none, 5=high adoption)
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Quality performance
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Figure 2: Differences between high and low performers of quality in adoption of improvement programs
(1=none, 5=high adoption)
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Flexibility performance

@m=»| ow performers, N=61  @===High performers, N=50

Figure 3: Differences between high and low performers of flexibility in adoption of improvement programs
(1=none, 5=high adoption)

SERVITIZATION OF MANUFACTURING

The business for many manufacturing and assembly companies is changing from focusing on tangible
products only, to a more complete package of products accompanied by services. Offering services coming
with a product can span a wide range of activities, from packaging and delivery of the product to the
customer, via offering support and maintenance e.g. in the warranty period, to taking the full responsibility
of the operation and performance of the product for a fixed price in a defined period (power-by-the-
hour/performance based logistics).

c:;':z:::ts Assembled products Services
East Europe 37.1 59.2 3.7
West Europe 314 61.8 6.9
North Europe 28.7 61.2 10.1
South Europe 16.1 78.5 5.4
North America 27.7 65.8 6.5
South/Central America 20.5 76.0 3.5
Asia 21.2 71.0 7.8
Total 26.5 67.3 6.2

Table 9: Percentage of annual turnover created from parts, assembled products and services

Table 9 indicates that around 6% of annual turnover of the companies in the sample comes from services
coming with the products, 26% stem from parts and components, and 67% from assembled products.
Although the share of services is relatively low, experience shows that the margins for services are usually
significantly higher than for components and products. So, the influence from services on profitability is
usually much higher than the initial number seems to suggest.

North European companies put most effort into servitization, with around 10% of the annual turnover
coming from services, followed on a distance by Asian companies, with nearly 8% of turnover. Companies
in South/Central America and East Europe have the lowest contribution from services. This distribution is
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hardly surprising, and the high level of services from North European companies is probably explained as an
attempt of these companies to differentiate themselves from low-cost regions by offering products with
additional features.

Maintenance Help desk/ Training  Repairs Spare
of products :o_:;‘er_- Product customer in using parts
sold to t:’our? upgrades support center the

customers products
East Europe 2.5 3.2 2.3 2.3 2.3 3.1 3.4
West Europe 2.5 2.3 2.4 2.7 2.6 2.7 3.3
North Europe 3.0 2.4 2.8 3.2 3.3 3.7 4.1
South Europe 3.4 3.5 3.0 3.3 3.3 3.4 4.1
North America 2.6 2.4 2.2 3.1 2.7 2.7 2.8
South/Central America 3.8 3.6 3.1 3.6 3.5 3.8 3.9
Asia 3.9 3.3 3.3 3.7 3.3 3.5 3.4
Total 3.0 2.9 2.7 3.1 2.9 3.2 3.5

Table 10: Extent of offering services offered alongside the tangible product (1=none, 5=high extent)

As to the nature of the services that are offered, spare parts and repairs are the most common, while
product upgrades, training and ‘power by the hour’ are utilized least (Table 10).

Although, again, the overall effort put into providing services to their customers is still relatively low among
the companies in the global sample, some geographical differences emerge. Of the different regions, Asian
and South/Central American companies put most effort into maintenance services. Companies from
South/Central America and South Europe offer the highest degree of ‘power-by-the-hour’. Asian companies
have the highest offering of product upgrades and customer support, while companies from South/Central
America have the highest degree of training and repair services. North and South European plant put quite
some effort into offering spare parts.

GLOBALIZATION OF MANUFACTURING

Globalization of manufacturing is indeed one of the biggest developments in supply chain management the
recent years. The willingness to source, manufacture and sell on a global scale has increased dramatically,
and has many consequences for how manufacturing companies operate. Manufacturing is increasingly
globalized for several reasons, including:
* International agreements have made trading between trade blocks easier.
* Transportation and communication infrastructures have become much more extensive,
sophisticated and reliable.
* Increased competition has forced companies to search globally for advantage related to low cost
and availability of material and knowledge resources.
However, there are significant problems and challenges involved as well, such as long transportation
distances with risks for delay, and negotiations between partners with different languages, cultures, and
ethical practices.
Although globalization has been a hot topic for managers and academics for years, our data suggest that
globalization is in its start up phase at best. For the total sample, on average 15% of all sourcing activities,
6% of manufacturing, and 16% of sales are done globally, while nearly 60% of sourcing and 85% of
manufacturing are done within the country of the responding company.
There are, however, noticeable geographical differences. East European companies seem to be those with
least global operations, with only 6.8%, 1.4% and 5% of sourcing, manufacturing and sales, respectively,
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happening outside their continent. Companies from this region have the highest amount of sourcing and
sales within their continent, while 96% of their manufacturing activities are within their own country.

On the other side of the spectrum, the companies in West and North Europe have the highest degree of
global manufacturing, 8.5% and 7.8%, respectively. The companies in these regions also have the lowest
degree of domestic sourcing and manufacturing, and North European companies have the lowest degree of
domestic sales in the sample. Asian companies have the largest amount of global sales, 22.4%, followed
closely by North European companies, 22.2%. Companies in South/Central America have the highest degree
of global sourcing, 27%.

A surprising result is the high degree of domestic activities among the North American companies. Of all the
regions in the sample, the North American companies have the highest amount of domestic sales, and also
a large proportion of the sourcing (68%) and manufacturing (87%) activities happening domestically.

. Within your Outside your
This country . .
continent continent
Sourcing 48.0 47.0 6.8
East Europe Manufacturing 96.0 2.6 1.4
Sales 30.8 65.7 5.0
Sourcing 44.8 37.1 19.7
West Europe Manufacturing 77.0 15.0 8.5
Sales 39.5 40.6 19.9
Sourcing 38.3 43.9 17.8
North Europe Manufacturing 76.2 16.0 7.8
Sales 27.8 50.0 22.2
Sourcing 59.2 26.2 15.0
South Europe Manufacturing 89.0 5.1 6.4
Sales 38.4 43.2 19.1
Sourcing 68.5 19.7 16.0
North America Manufacturing 87.3 9.1 7.3
Sales 72.1 17.4 12.3
Sourcing 61.0 11.5 27.5
South/Central America Manufacturing 86.2 3.4 6.6
Sales 71.9 17.4 10.7
Sourcing 81.9 11.2 7.2
Asia Manufacturing 88.8 8.2 4.2
Sales 62.1 16.0 22.4
Sourcing 57.9 28.6 14.9
Total Manufacturing 85.8 8.7 6.0
Sales 48.2 36.5 16.2

Table 11: Location of sourcing, manufacturing and sales activities (percentages).

32% of the companies in the total sample indicate that they have moved or established production
activities outside their country. Following the pattern from the previous analyses, only 9% of the East
European countries have relocated their production, while 48% of the companies in West Europe have
done the same.

As Table 12 shows, access to low-cost labor is the most prominent reason for moving production activities
outside the country, irrespective whether it is within or outside the continent. Proximity to suppliers,
competition and image are the factors explaining least of the reasons for offshoring production.



IMSSV — Global Report 2009

Relocat.e d Reasons for moving production activities
production
. g ¢
@ 2 = £
= 5z 2 ® 5
Q. ‘= ! &= %)
= = ] B4 c > &
@ IS T S 9 o 9 -
S o S £ © 2 E o
s 7] 7] c o s — pras]
E| 8| 8| s | | E| 8| 8| @
5| |2 = 5|5 2 g | &
& 8 S8 % £ & & 8 E
Within continent 28 31 29 20 20 29 28 24 24
East Europe 9.4 % . .
Outside continent 3.3 4.7 4.3 2.0 2.0 3.7 3.2 3.2 2.0
Within continent 1.7 ' 39 20 24 21 27 24 18 2.0
West Europe 48.1 % . .
Outside continent 1.9 3.3 2.6 1.8 1.7 3.2 2.0 2.0 1.9
Within continent 21 34 25 29 26 25 | 19 1.8 | 2.2
North Europe 323 % ; :
Outside continent 20 34 31 24 24 28 21 21 21
Within continent 1.8 | 2.5 19 28 18 25 18 1.7 1.9
South Europe 39.8% . .
Outside continent 1.9 3.9 2.7 1.9 1.6 3.1 1.9 1.9 1.8
. Within continent 25 28 31 32 30 32 27 27 33
North America 314 % . .
Outside continent 2.7 2.9 3.0 2.8 2.7 2.8 2.6 2.3 2.6
South/Central 23.5 % Within continent 2.4 2.5 2.4 2.5 2.7 2.9 2.4 2.2 2.4
America 27 Outside continent 2.9 2.6 2.7 3.1 3.2 3.2 3.1 2.4 2.6
. Within continent 35 38 36 31 36 34 33 31 32
Asia 38.1% . .
Outside continent 3.0 3.4 3.3 2.9 3.2 3.1 2.9 2.8 2.9
Within continent 23 33 26 28 26 29 25 22 25
Total 32.7% . .
Outside continent 2.4 3.4 2.9 2.3 2.3 3.1 2.4 2.3 2.3

Table 12: Relocated production, and the importance of reasons for moving production activities
(1=none, 5=high importance).

SUMMARY AND MANAGERIAL LESSONS

SUMMARY OF THE FINDINGS
This report has introduced the IMSS network; the countries and industries involved in, and data collected as
part of, IMSS V; and the main findings coming out of the data. The core findings are:
I Competitive priorities (order winners) — Table 4
It is time to forget that innovation, speed, flexibility and quality are the prerogatives of West and North
European, North American and Japanese industry, while low price (based on low cost) is the factor on
which the rest of the world are competing on. The IMSS V data rather show that:
Together, Japan, Taiwan and China are the most aggressive economies in the world, ranking first or
second on each of the competitive priorities measured.
Brazil and Mexico rank first or second on all criteria, except the pursuit of quality performance.
East Europe is top, or nearly so, in their pursuit of price, quality/dependability and product range.
South Europe does not have a clear competitive profile and, unfortunately, the same must be said
of West and North Europe and North America.
I Investments — Table 5
Asia, followed by North America and, at some distance, West Europe, invests most in the future.
Somewhat surprisingly, North Europe is lagging behind. Asia leads in process equipment (North
America is shared second), North America in R&D and training and education (Asia shared third and
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fourth, respectively). West Europe ranks fifth, second and third, respectively. The “big” economies are
clearly intending to continue leading the game. South/Central America is picking up. North Europe is
losing ground.

B Improvement programs — Tables 6-7

Lean manufacturing, continuous improvement and process focus are the most popular improvement
programs, closely followed by improving new product development and servitization. Implementing
technology and increasing the level of globalization are lagging behind. Companies in South/Central
America and Asia put most efforts into improving various aspects of manufacturing compared to the
other regions. With a few exceptions, South, West and North Europe and North America are somewhat
behind the leading regions in their efforts, while East Europe are generally far behind. Companies in the
traditional industrial powers already have many of these practices in place and do not therefore have
to put much further effort into this, while the emerging countries have to be more aggressive than the
developed countries in order to increase their competitiveness in today’s global markets. Three themes
dominate the political and societal discussion and the business press, namely servitization,
globalization, and innovation and sustainability:

» Servitization. Services still seem to be a relatively minor part of the activities of today’s
manufacturing. North European companies have the highest amount of the annual turnover from
services, but the contribution of services is still relatively low compared to manufacturing and
assembly activities.

» Globalization. The manufacturing sector is indeed international, but not really global, yet. The large
majority of manufacturing and a considerable part of the sourcing activities happen within the
country and/or continent of the respondent companies. North and West European companies are
the most globalized ones, while East European and Asian companies are mostly domestic.

» Innovation and sustainability. The enormous attention, in the (popular) business press and in
political and societal discussions, for innovation and sustainability as the basis for future wealth is
not reflected in industrial strategies. Apparently, companies are still too busy learning effectively to
combine operational effectiveness criteria (price, quality, plant flexibility, speed) and compete on
that, and not yet ready to make the next step and add innovation and sustainability to their
competitive competences.

MANAGERIAL LESSONS

The quality of manufacturing strategy content and process and, especially making the right choices, makes

the difference. Key words are: strategic consistency, improvement program portfolio and implementation,

and careful consideration of the “hot” trends.

B Strategic consistency
One of the key notions in manufacturing strategy is that of consistency or fit — in order for firms to be
successful, they need to find and maintain a fit between characteristics of their competitive
environment, their competitive/market strategy (competitive priorities — order winners) and
improvement programs.
In spite of the apparent success of manufacturing improvement programs, there should be a lot more
space for further improvement. The fit between competitive priorities and improvement initiatives is
not always as clear as one should expect. For example, the relatively high strategic importance of
developing and producing environmentally sound products and committed social responsibility echoes
the societal importance of corporate responsibility/sustainability, in the wide sense of the word, but is
not reflected in the relatively low effort companies put into responsibility related programs, in
particular efforts aimed at improving the environmental impact of products, corporate social
responsibility, and the environmental impact of transportation. In contrast, the importance of
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innovation, also high on the political and societal agendas, is still underestimated by manufacturing
industry, especially in high-cost areas. Apparently, the efforts put into new product development
improvement programs, such as organizational (e.g. teamwork), technological (e.g. CAD-CAM) and
design (e.g. platform thinking, modularization) integration, are mostly aimed at improving product
design and quality, rather than increasing a company’s product range, launching new products more
frequently, or developing more innovative products.

This indicates:

I In their manufacturing strategy process and decision-making, companies should always actively
pursue consistency between characteristics of their competitive environment, their
competitive/market strategy (competitive priorities — order winners) and improvement programs.

Improvement program portfolio and implementation

Fit between competitive requirements, priorities and improvement programs is one indicators of

manufacturing strategy quality — following this by selecting the right programs and, especially,

implementing them in such a way that they do indeed lead to improved operational and business
performance is equally important.

There are remarkable differences between the high performers and the low performers in the

performance categories distinguished: high performers in each of the three categories (cost/time

quality, flexibility) have implemented more of all the eight groups of improvement programs

(manufacturing process, servitization, technology, responsibility, new product development, supply

chain management, globalization, other) compared to the low performers. This indicates:

Adopting a broad portfolio of improvement activities and using the synergy between the programs

pays off in terms of significantly higher levels of performance improvement than can otherwise be

achieved.

Other studies (on implementation and change management) show that, in addition:

Depth of implementation further increases the success of improvement activities significantly and

“only” requires managerial courage and tenacity (that is, ongoing commitment and active

involvement)', especially when the initial performance effects are lower than expected or even

negative (the so-called hockey stick effect?).

" The “hot” trends
Whether companies like it or not: innovation, servitization, responsibility/sustainability and
globalization are to come and to stay.

Industries in high-cost countries will continue to have cost related difficulties and need to distinguish
themselves from competitors from low-cost countries. Previous low-cost countries have recognized the
importance of innovation and the gap between them and high-cost countries is closing fast. Second,
customers increasingly ask for add-on services, functionality rather than physical products (e.g. power-
by-the-hour), as well as service embedded in products (e.g. remote maintenance). Then, the increasing
demands related to responsibility/sustainability require that companies address a range of social (e.g.
quality of work and organization), environmental (e.g. green, CO, footprint) and economic (e.g.
survival, employment) factors. Finally, globalization affects us all. Currently it is still the West that leads
the offshoring race but the first signs of East Europe countries offshoring their manufacturing activities
are there. Asian companies, led by the Japanese, have established themselves in West Europe and
North America. Brazilian industry is increasingly active outside South America. In other words,
offshoring and, in effect, globalization, not only of sales nut also of NPD and manufacturing is
increasingly becoming multi-way traffic, affecting all economies all over the world.

The managerial implications are obvious:

! Laugen, B.T. and Boer, H. (2007), The implementation of best practices: process and performance effects, Creativity and

Innovation Management, Vol. 16, No. 4, pp. 397-407.
2 Pettigrew, A., Whittington, R., Melin, L., Sanchez-Runde, C., van den Bosch, F., Ruigrok, W. and Numagami, T. (2003), /Innovative
Forms of Organizing, London: Sage.
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» Companies have to learn address these trends effectively, that is, put genuine effort into the
implications of these trends for the design and management of their manufacturing operations,
while continuing offering a sufficiently wide range of high-quality products at affordable prices,
delivered quickly and reliably to customers and satisfying shareholder demands, at the same time,

all the time.

» This requires so-called continuous innovation capability, that is, a continuously effective balance
between exploitation — “do better” (refinement, choice, production, efficiency, selection,
implementation, execution) and exploration — “do different” (search, variation, risk taking,

experimentation, play, flexibility, discovery, innovation)**.

3 Tidd, J., Bessant, J.R. and Pavitt, K. (2005), Managing innovation : integrating technological, market and organizational change,
Chichester: John Wiley and Son.
4 March, J.G. (1991), Exploration and exploitation in organizational learning, Organization Science, Vol. 2, No. 1, pp. 71-87.



