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of Manufacturing in Ontario

Ontario accounts for half of Canada’s total manufacturing output

Manufacturing is the single largest business sector in Canada &
Ontario

Manufacturing directly accounts for 20% of Ontario’s GDP

Every $1 of manufacturing output generates $3.25 in total
economic activity — largest economic multiplier

$290 billion in annual shipments (2006)

1 million Ontarians employed in manufacturing

Wage levels 25% above provincial average

Accounts for 75% of Ontario’s goods & services exports
Accounts for 72% of private sector R&D in Ontario

Ontario manufacturers reduced GHG emissions 20% between
1990 and 2005.
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Ontario: Manufacturing Profile

OTHER FOOD & TEXTILES &
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Canada: Manufacturing Shipments
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Shipments Perfol
By Province (2004-2007)
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Shipments

June 2006 - June 2007

FOOD PRODUCTS
BEVERAGE & TOBACCO PRODUCTS
TEXTILE MILL

TEXTILE PRODUCTS
CLOTHING

LEATHER PRODUCTS
WOOD PRODUCTS
PAPER

PRINTING
PETROLEUM REFINING
CHEMICALS

TOTAL MANUFACTURING
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-25.8
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Shipments
June 2006 - June 2007

PLASTIC & RUBBER PRODUCTS
NON-METALLIC MINERAL PRODUCTS 133
PRIMARY METALS
FABRICATED METAL PRODUCTS
MACHINERY
COMPUTERS & ELECTRONICS 8.3
ELECTRICAL EQUIPMENT
TRANSPORTATION EQUIPMENT 126
FURNITURE

MISCELLANEOUS MANUFACTURING

B CANADA B ONTARIO
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Manufacturers’ Cost Squeeze
(15t Qtr 2002 - 4th Qtr 2006)

AVERAGE MANUFACTURERS' SELLING PRICE

AVERAGE EXCL. PETROLEUM REFINING

INTERMEDIATE GOODS 11.7

FINISHED GOODS

EQUIPMENT -11.3

LABOUR COSTS 15.7
TOTAL RAW MATERIALS D -
RAW MATERIALS EXCL. ENERGY - ERE
ENERGY _ 65.4
-éo -16 6 16 26 3‘0 46 56 66 7‘0

PERCENT CHANGE 1QTR 2002 - 4TH QTR 2006
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Breakeven Time
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The Dollar & Employment

100 -~ - 1200
o5 A
- 1150
o0
- 1100
85
L/
80 T - 1050
8 75 -
- 1000
70
- 950
65 -
60 T T T T T T T T 900

2000 2001 2002 2003 2004 2005 2006 2007 2008

SNOITIN

— CANADIAN DOLLAR ——ONTARIO MANUFACTURING EMPLOYMENT




Improving Conditions

37%

MARKET DEMAND

36%

MARKET DEMAND

RELATIONS WITH 26%
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ENERGY COSTS

SHIPPING COSTS

COST OF MATERIALS

EXCHANGE RATES

AVAILABILITY OF QUALIFIED PERSONNEL
UNIT LABOUR COSTS
AVAILABILITY/COST OF INSURANCE
CANADA/U.S. BORDER CONDITIONS
CAPITAL COSTS

OVERALL REGULATORY ENVIRONMENT
INTEREST RATES

FOREIGN COMPETITION

OVERALL TAX ENVIRONMENT
TRANSPORTATION INFRASTRUCTURE
AVAILABILITY OF INDUSTRIAL LAND
PROVINCIAL POLICY ENVIRONMENT
COMPETITION FROM WITHIN CANADA
FEDERAL POLICY ENVIRONMENT
ABILITY TO MEET CUSTOMER EXPECTATIONS
MUNICIPAL POLICY ENVIRONMENT
ACCESS TO FOREIGN MARKETS
AVAILABILITY OF FINANCING
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Outlook for 2007

= The Good News
= Canadian dollar (?)
= Lower commodity & energy prices
= The boom will continue to Western Canada

= The Bad News

= Canadian dollar (?)

= Weaker overall economic growth across North
America

= Continuing competitive pressures



Top Strategic Challenges

RISING BUSINESS COSTS

STRONGER CANADIAN DOLLAR

AVAILABILITY OF SKILLED & EXPERIENCED PERSONNEL

CHANGING PATTERNS OF CUSTOMER DEMAND

BRINGING NEW PRODUCTS/SERVICES ONTO THE MARKET

COMPETITION FROM CHINA

AGEING WORKFORCE

TECHNOLOGICAL CHANGE

INTRODUCING NEW/IMPROVED PROCESSES

INCREASING COMPETITION FROM OTHER COUNTRIES

MANAGING BUSINESS GROWTH

HIGHER TAX & REGULATORY COSTS

58%
55%
48%
39%
31%
28%
26%
26%
25%
23%
23%
20% PERCENTAGE OF COMPANIES
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The Globalization of Business

= Global markets — Global competition

= Competitors, partners, & customers from around the world
= Global sourcing — Global presence

= Global value chains & business networks

= Supply chains compete — Extensive restructuring

= Global competition for investment & product mandates

= Global access to knowledge & new technologies

= Accelerating pace of technological change

= Need to escape the commoditization trap

= Value = Capitalize on knowledge
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Future Competitive Advantage?

Focus on Customer & Supplier Success
Mastering global supply chains
Knowledge management

Specialized products & services

Innovation — Continuous commercialization of new and improved
products & processes

= New technologies & automation systems

= New business models and global value networks

= New market opportunities

Agility & Customization

Customer Value — Design, Engineering, Service, Financing
Time — Product Development to Customer Response

Lean — Products, Processes, Enterprise, Business Networks
Total Delivered Cost
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Strategies Have to Change

“It's never easy to climb into the crow’s nest in the midst
of a storm...”

Focus on Customer & Supplier Success
Focus on Solutions not Products
Focus on new Global Opportunities

Focus on Internal Excellence

= Process Perfection
= Elimination of Waste Everywhere
= Bottom Line Results

Focus on Achieving Results through People



Critical Success Factors

Leadership & Image of Manufacturing

Workforce Capabilities

= Availability of Skilled Personnel
= Workforce Mobilization

Innovation & Continuous Improvement
International Business Opportunities
Competitive Business Services & Financing

Avallable & Competitive Infrastructure
= Energy, Transportation, Communication

Competitive Business Environment
= Tax & Regulatory Environment
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CME Policy Priorities

An Integrated Strategy for Manufacturing in Ontario
Tax treatment of investment
Skills & Education

Strengthening links between research & industrial
Innovation

Smart Regulation

= Feasible, simple, low-cost compliance = More effective
regulation

Reliable, Cost-Competitive Infrastructure

= Transportation, security, borders, energy
Outcomes based procurement

Market Opportunities & Leveraging Capabilities
= Qil Sands
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Priorities for Manufacturing

Tax environment

Smart & speedy regulations

Zoning

Infrastructure — land, transportation
Buy-Canada procurement

Local business & education networks
Skills & training

Consortia & leadership development
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Competing for Investment

= Empire Zone Program
= 10-year property tax exemption
= Reduced electricity rates
= Employee wage tax credit
= |nvestment tax credit
= Sales tax credits & exemption
= Tax reduction tax credit
= Zone capital credit



Competing for Investment
= Ontario Advantage (?)

= Skills

= |ndustrial base

= |nnovation infrastructure

= Community
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Working Together

= Local & regional manufacturing &
Investment strategies

= |dentify critical manufacturing
Issues/needs assessment

= Joint advocacy
= Skills & education

= Best practices networks



