


SouthGrow Businesses

From December 1 to 20, 2008, manufacturing, value-added processing and support
services businesses and organizations In the SouthGrow region were provided the
opportunity to submit information about business Issues and conditions they are
facing as they conclude the 2008 calendar year and embrace 2009. About 15% of the
businesses contacted provided information.

Inorder to place the information provided by SouthGrow companies into perspective
with what is happening in the province and across the country, comparatives have
been provided (on the outside bars on each page) based on information available
from the Canadian Manufacturers and Exporters Association.

Business Sectors

Nearly half (48%) of the respondents are in the
Manufacturing sector, with ancther 35 percent
(Agriculture and  Financial, Consulting and
Advisory) contributing to the manufacturing
sector by either supplying the sector or support-
ing it

Primary Market
Half of the companies that responded define Primary Market
the local/reglonal market as their primary mar- Global

ket. Almost an equal amount define Canada and g Narth America

North America (18% and 21% respectively) as:  local/Regueal ny
their primary market. 50% =

fi L]

Company Size

Respondents represented a diversity of companies In terms of company size. While
a third of the companies have five or fewer employees, about 22 percent of the com-
panies have over 100 full-time employees.
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Supplier Relationships

Respondents were asked questions pertaining to their top five suppliers. The majority
of suppliers were within Alberta or Canada. Forty percent of the companies had at
lsast one supplier located in the United States. Eleven percent of the companies
had at least one supplier in Mexico or Europe. Eleven percent of the companies had
ownership interest in at least one supplier, showing vertical Integration.

Three-quarters of the companies indicated that they have the type of relationship
with suppliers through which productivity practices are dictated.



Business Outlook

SouthGrow Outlook for Production, Sales, Profit
A majority of the companies that respondad expect thelr production volume, sales
volume and profit performance to ba better in 2009 compared to 2008,
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SouthGrow Outlook for Investment
Very few companies will be reducing their investment in production facilities,

machinery & equipment or research & development. The majority of the companies
will be increasing investment or not changing the level of investment,

Outlook for Investment
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SouthGrow Outlook for Employment and Labour

Very few companies will see their workforce or training within their companies
decrease in 2009 over 2008, In fact, twice as many companies will see their
waorkforce and tralning increase.




Employment & Labour

SouthGrow In-House Training The workforce skills most in need of
SouthGrow companies offer varying improvement in companies are:
degrees of in-house training:

SouthGrow Skilled Labour
Shortage

About 55 percent of the companies are
experiencing problems in attracting
and/or retainingskilledand experienced
personnel,

For those companies that are experiencing problems, the top three consequences of
the skilled tabour shortage are:

1, Competing for labour with other businesses/sectors

2. Significant increases in labour costs

3. Specific and general skill shortages are constraining growth

Other cansequences cited were that firms were required to improve operationa
sfficiency, Invest in automation, and deal with less than ideal quality.

The top five areas that companies were experiencing shortages are with:
1. Entry level positions
2. Equipment operator positions
3. Sales and marketing positions
4. Crafts workers
5. Trades such as machinists, welders and electricians

in order to address future labour needs, SouthGrow companies are taking the following
actions:




Ghallenges and Determinants

Most SouthGrow companies that responded cited keeping costs under control
as a key operational challenge facing business operations. This was followed by
Improving workforce productivity and flexibility as well as attracting and retaining

skilled workers,
thg!uhmu

W%

The top three strategic challenges companies face that will reshape their business
over the next three to five years are: economic conditions in Canada; avallability of
skilled and experienced personnel; and changing patterns of customer demand.

ey =
it sy Stitns - whrs i (osadinn Dol v ivegy |8
Brmgrng mew pdorTy e vbied onad T Marie
Eactangs 1ok flurmnon - wtwe the Licadion Dol bowrst [0
g mevitirr g
P il =
{harmymg putterns of indemes demang
Aaiiabuty of (e gt rwpenien o [onT |
N S L EET

L T T - ] L i
The three most important determinants of future business growth for companies was
the overall market conditions and reducing operating costs, followed by an equal
number of respondents indicating improving labour preductivity and improving
market capabilities,
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m——— Continuous Improvement

The three most important constraints that companies are experiencing In achleving

measurable improvements in business performance are: cost; market uncertainty; and
limited resources,
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Companies are upgrading employee skills, strengthening teamwork and improving
operating efficiency in order to overcome constraints faced in improving
performance.

Challenges faced by companies in improving
flexibility include: seasonal demand; capabilities of
the workforce; the internal organization; regulatory
constraints and foracasting error.

Lean Improvements
Roughly a third of the companies are implementing
improvements based on Lean principles.

Of those companies that are implementing Lean improvement techniques,
P Most are utilizing 55 and Quick Changeover.

P The top benefits experienced are: employee satisfaction; improved process
efficiency; waste reduction; improved customer service; and Improved product
quality,

The main obstacles companies have to overcome in implementing improvements
based on Lean principles Include backsliding to old ways, "Lean” being viewed as
the flavour of the month, and the complexity of the operating environment. “Other”
obstacles include the fallure to look at the big picture and see things through as well as
a general lack of knowledge In the area.
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Innovation

About 42 percent of the applicable SouthGrow companies that responded have had
product or process innovations.in the last three years.

Top five critical factors driving product Innovation in companies are:
Customer expectations

Product design and development
New market opportunities
Collaboration with other businesses
Availability of qualifiad personnel

Most companies who have been Percentage of Sales Resulting From Innovations
innovative have realized sales as a result Introduced to Markets

of products or services introduced to

markets over the past three years,

Top constraints that companies faced In bringing new products to market include:
availability of skilled persannel; lack of internal resources; compatition; product
approvals; corporate culture or organization; and finding customers or lack of
demand.

Constraints Faced in Bringing New Products to Market

By far, the most popular tool or technigue used 1o enable innovation activities in the
SouthGrow region is to collaborate with customers to define requirements. The next
most utllized technigue was to collaborate with suppliers to design components or
develop materials.

Tools and Technigues Used to Enable Innovation Activities
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SouthGrow Reglonsl Initiative
105, 200-5th Avenusa South
Lethbridge, Alberta
Canada Til4L)

Mailing Address
PO Box 1202,
Lethbridge, Alberta
Canada T1J)4a4

Phone: (403) 394-0613
Toll Free: 1-888-989-84588
Info@southgrow.com
wwwesouthgrow.com




