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Competitive Advantage
In an
Age of Uncertainty

Next Generation Manufacturing: The path to global competitiveness in 2015 and
beyond
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Manufacturers are under pressure
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External stresses

== Credit crunch
== Dramatic reduction in demand
==  Customers and suppliers failing

== Everyone clinging to customers... and
the tiniest of margins

Internal flaws

Lack of strategy and experience
Poor performance management
Unmotivated workforces

Excess and waste (inventories,
movement, time)



To compete in 2015,
manufacturers must implement
SIX core strategies
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Customer- Superior

focused Human processes/

Innovation capital Improvement

Develop, make and Secure a competitive Record annual
market new products and performance advantage productivity/quality gains

services that meet by having superior that exceed the

customers’ needs at a systems in place to competition through a
pace faster than the recruit, hire, develop, and companywide
competition. retain talent. commitment to

continuous improvement.
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Supply-

chain Green/ Global
management sustainability engagement
Develop and manage Design and implement Secure business
supply chains and waste and energy-use advantages by having
partnerships that provide reductions at a level that people, partnerships, and
flexibility, response time, provides superior cost systems in place capable
and delivery performance performance and of engaging global
that exceeds the recognizable customer markets and talents
competition. value. better than the
competition.
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The Next Generation
Manufacturing (NGM)
Study was developed to

define the strategies
necessary for world-
class performance and
success into the next
generation.
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Over 2,500
manufacturers across
the U.S. responded to
the NGM Study, actively

supported by MEP
centers and partnering
organizations in 18 states
and regions.

The NGM Study
assessed awareness of
strategies, progress in

implementing best
practices to support NGM
strategies, and success
in achieving NGM
operational and financial
goals.
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Stark contrasts In
performance

The NGM Study establishes aggressive
thresholds for assessing superior performance
levels within each of the six categories.

== 11% of firms report value-added per employee
of greater than $175,000.

== Yet 35% of firms report value-added per
employee of less than $75,000.
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Manufacturers face
an NGM Gap

For each of the NGM strategies, less than half of
manufacturers are at or near world-class—and
the percentage is far less for some NGM
strategies.

==  The good news is that this means that
benchmark firms exist for others to emulate.

== The bad news, however, is that many firms are
struggling. For example, 9% of manufacturers
report “no progress” toward world-class Supply-
Chain Management & Collaboration; without the
ability to manage and work with their supplier
bases, these manufacturers face uncertain
futures.
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Manufacturers don’t measure up

The presence of sophisticated measurement systems or review processes is a reliable
indicator of an organization’s willingness and ability to continuously improve and an
important input for accomplishing NGM strategies.

Unfortunately, manufacturers don’t measure well.

A surprising number of manufacturers lack even rudimentary or ad hoc systems or
review processes (e.g., “No measurement systems per se or reviews”): 26% have no
measurements systems or reviews in place to track supply-chain management.



Is there a path forward?
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Become globally competitive

»» Manufacturers at or near world-class
status for NGM strategies do three
things differently than manufacturers
furthest from world-class:

== They invest more time and effort into
that particular NGM strategy.

= They manage differently, implementing
best practices at far higher rates.

==  They outperform manufacturers furthest
from world-class on a wide array of
operational and financial metrics.
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What does a

next generation strategy
look like?
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m Furthest from World-Class Superior Processes/Improvement

m At or Near World-Class Superior Processes/Improvement
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m Furthest from World-Class Superior Processes/Improvement

m At or Near World-Class Superior Processes/Improvement
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Are you really lean?
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Lean progress

Thinking

System

Connecting

islands
of excellence

Tool here,
tool there
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Your customers are struggling as
much as you are
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Work with customers

» Vermeer Manufacturing

== Kaizen events internally and with
customers

«» Close observation of customer, up
to one week:

== Problem with equipment

== Difficulty with processes in
construction

= |dentify waste points in customer
processes
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“We talk to customers not only about product
design but factors most crucial to them and how
we can address them. For instance, equipment
reliability is a huge concern, as is commonality of
platform and parts. Given their difficulty in finding
skilled workers, customers don’t want to have to
retrain people on different models of equipment.
We have to make the equipment simple and
reliable.... This requires not just talking to
customers but visiting job sites and talking to

operators.”
—CEO Mary Andringa
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Jet Blue tweets to the future

=« Airline uses Twitter to communicate
with in-transit customers. If customer
complains about delay or conditions
on plane, JetBlue quickly responds to
the customer’s message.

== Blogger complained about heat,
empty ticket counter, JetBlue offered
specific responses (sometimes the
crew can get overzealous when flying
between cold-weather locations and
we’ve sent a message to our general
. SOURCE: Dave Raffaele, “Social Media Case Study—How JetBlue Used
manager at that |ocat|0n) Twitter to Treat Me Like a Human,”
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What's on your Next Generation
dashboard?
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Customer- Superior

focused Human processes/

Innovation capital Improvement

Develop, make and Secure a competitive Record annual
market new products and performance advantage productivity/quality gains

services that meet by having superior that exceed the

customers’ needs at a systems in place to competition through a
pace faster than the recruit, hire, develop, and companywide
competition. retain talent. commitment to

continuous improvement.
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Supply-

chain Green/ Global
management sustainability engagement
Develop and manage Design and implement Secure business
supply chains and waste and energy-use advantages by having
partnerships that provide reductions at a level that people, partnerships, and
flexibility, response time, provides superior cost systems in place capable
and delivery performance performance and of engaging global
that exceeds the recognizable customer markets and talents
competition. value. better than the
competition.
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For more
Information

MPI at www.mpi-group.net  or 216/991-8390

John R. Brandt at jbrandt@mpi-group.net

Copyright 2010 The MPI Group



Dave Wall, President
NORPAC Controls Ltd.




lan Radziejewski, President
Seon Design Inc.




John Rose, President
Nuheat Industries Limited
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