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° Cagpeielel e counts for 8% of the North American vehicle
MiEnenbut 15% of vehicle production. Ontario is eighth
J~1UaJ o] ducer ofi motor vehicles in the world
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S Canz da S Auto Sector continues to perform surprisingly
_.-.- er|1 espemally the automotive parts industry
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Employment In auto assembly fell from 56,000 to 48,700
between 1995 and 2003 but parts sector grew from
77,000 to 103,400. Canada’s share of North American
OE parts market continues to grow steadily
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Trig it ror tlve machinery, tool, die and mould (MTDM)
inlelUsyAls] 'Ontario is very |mportant — the mould “cluster
IRVIRAsor rivaling similar clusters in Grand Rapids,MI
z2nd Varinha Grande, Portugal as a world leader.

= S Can: ada supplles roughly 40% of US imports of MTDM.
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‘Uﬂtll recently, overall low level of formal R+D located in
Canada but Ontario is now emerging as a growing

- center for intellectual capital in the automotive industry

but mainly for the Big Three OEMs:

— Daimler Chrysler/University of Windsor Automotive R&D Centre,

— GM Canadian Regional Engineering Centre at Oshawa,

— GM Beacon Project,
— Auto21 NCE
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AULEIEDIIE INAUSEHY iSfone of the most
KN O\/\/Jdd(‘ S Jntenswe

' gone Intense restructuring: OEM
mcreased outsourcing and adoption of
d modular production

& Some argue a shift towards greater supplier
‘voice” and obligational supply relations



JMENESIUCIUNNG has increased demands for
Iriforarlziie /* fnowledge through the supply chain

ﬁlfts are occurring in the context of increasing
ty and price and profit pressure on OEMs and

:-: Knowledge Initiatives in North America based largely on
“tactical, ... cost reduction basis” (Belzowski, 2002, 19)
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IREOIEAULO) Parts
— vrmfl of entrepot model

T et

— D) akes place elsewhere in TNC
= intra- _firm and OEM-firm knowledge transfers

u—ﬂ_":::;"'l'hcremental process innovation at plant level
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~—  MTDM

-~ — a classic regionally embedded cluster
— [ncremental product and process innovation

— importance of informal/tacit knowledge over
patenting
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“Th } companles ultimately determine successful
Jr) JJ ual property, which is evident to the extent
',r'n it e mcorporated into vehicle designs. Relatively
f8W companies are rewarded for a strategy of
-J.ﬁ ginal product development. In contrast a company
+ = being perceived as being a low cost, high quality
= ““build-to- -print™ supplier is always valued —products
~~ ata lower price is the prime competitive requirement
= in the industry. Consequently most Canadian parts
manufacturers are necessarily more concerned with
developing process productivity improvements,
rather than speculative product development or
applied R+D” (National Forum on Automotive
Innovation and Investment, 2002, 5).




All Automotive Parts Plants, 2002, Southwestern Ontario
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° Project thus rar:.
SBNNENVIEWS conducted:

= 6 education

_- =

;_:; ;—14 government/communlty
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- 3 producer services
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W’W"{‘?TWTA 250 (%)
249 +

-?2 (27.8) 18 (15.7) 38 (33.0) 27 (235) 115

27.3) 4 (121) 12 (364) 8 (242) 33

(16.3) 15 (17.4) 30 (349) 27 (314) 86

rd/Hamilton/
Catharines/ (29.8) 20 (238) 20 (23.8) 19 (226) 84

|agata Falls
‘”*'t_":-: GTAIOakwIIeI 80 (29.7) 50 (18.6) 80 (29.7) 59 (21.9) 269
— Oshawa
. Other 35 (206) 31 (18.2) 44 (259) 60 (35.3) 170
Total 195 (25.8) 138 (18.2) 224 (29.6) 200 (26.4) 757

Source: Project Database
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Core Automotive Parts |
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ESmNEnRsnational Suppliers (e.g. Lear,

JCI, Dziprel, Mlelejglel nd?ﬁﬂﬁ’%r 2
SHPPIEISIeIRSIampings and Pla Parts
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Specialized a _W
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Mediurr- to large-sized glziriis (21, 100~

400 zrmoloyass)

Sinall=ieNneditnEsized

(av. 30-50 employees)

ViraeifstisliclyEeded and privately-held
cornoelriss s
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Privately-owned by self-made
entrepreneurs and skilled
tradesmen

Semisskilled and unskilled production
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High levels of technical skill and
tacit knowledge acquired
through apprenticeships and
on-the-job experience

elatively highly unionized (40%) - union
often important source of knowledge

Non-union. Strong
entrepreneurial culture

Heavily reliant on OEM and Tier 1
customers in' Michigan and Ontario

Less tied to local customers
and exports much of its output
outside of the immediate region
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Category No. o

Total
Final assembly
‘Core’ Auto Parts

STIEEEETII0)AGIREAIHS
AUty geirts =il
Auto geirty — glzlsie
Stenolngs

BIEIRAIONIANS

Machinery, Tool, C i,- e and Ir
Tool ezl ClL "'9 e 127
Flaitifas = 7. 2610 39 26 1982
Wieulds — St VA 6129 51 30 1983
:ﬁm_l-,}r*n n..auto i

-~ control stems7
.__rgplﬁs{m'rr%)r,ﬂéﬂon = oY 2739 49 31 1983
Engraving/polishing/

-r-"':.—detaﬂln — 26 461 18 11 1981
— DeS|gn/pJ:oto ypes/testing 97 5217 56 29 1981
= - Other production goods 105 3539 34 16 1980
Other metal fabrications Y 4346 45 18 1980
Metal treatment 7 848 10) 25 1980
Sequencing/
packaging/recycling 10 798 80 34 1965

Production consumables 14 445 32 14 1979
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Leading Sectorsa Mould'mzking,
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Support for - Strong in mould maklng Strong at level of general
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AUtomation Systems,
Jlool and die, et

Somponents:

entrepreneurship economy
Role of unions ' Sjifelgfe) Weak
Role of unlve ﬁa es Links to OEMSs, few to parts | Important link to OEMs,
— _-'-;_E:- and MTDM WATCAR, some to parts
R0l i Important for skills Important for skills
~ -coltk - development in workforce | development in workforce
‘;:‘* il marke Dominated by Big Three Mix of transplants and Big
o Three
—= =5 Not significant Developing in IT — links to
automation systems
MTDM — especially in Overall, local linkages
mould making are not strong

Not in components
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IGEEOntellectual property
(HETE s always an P threat
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Cogt/oficeie ssures —from OENMs and! offshore (China)

e Bigl Three are demanding you move jobs to Asia — the
oy ation is cost” (Kitchener auto parts July 2004)

J,;s hers are being squeezed to the brink of extinction”
|tchener auto parts supply June 2004)

the OEIVIS —they multiple —t
i@ competiterst (Kichener aute,
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= o"épsrble breakdown of R+D/manufacturing synergies
i'_'—" :_-u;_ .do they [the Big Three] want you to dispose of all your
= manufacturlng capacity and just provide them with the design
- experience which is a direct result of that manufacturing

experience? ... Eventually your design logic would no longer have
a manufacturlng focus ... Even our original ideas would slow
down-because original ideas are driven from the needs of
manufacturing”. (Windsor Mould Maker, October 2003)
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We could build a plant in Alabama — that woulag
e the thing. If there are no assembly plants in Canada,
Whyaveuld they need stamping iniCanada?”
(\/\/mct\ oI auto parts, August 2003)

Lzle ':e' yl-S|biIity:

’ Nobody knows about it. To the outside world and to
-~ many politicians, many policy makers in Ottawa, the
~  tool, die and mold is almost underground .. . These
,people setting policy .... think this is yesterday’s
industry. You ask them and they’ll say "Well, we're
knowledge-based’ Knowledge is simply a tool to

create the product, that's all it is (WWindsor machine
tool producer August 2004)
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OVEIRIEIlance on

SIONIIE J'S’r fithe NorthiAmericaniproduct :
ermuej STl N\ jie) c"xrwcc'c' NEEd o ToCU
SINNCIEZS g sales to new entrant assemblers who now
BCEoUnt for 28% of North American production and
5 F’ Igrow. to 35% by 2010
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- r\lrmur ghidemand for automotive tooling remains very high
= due to increase in new product lauches, competition from
-'1--*:-” St Asia, and especially Japan, is now causing a lot of
= - tarmoil in the MTDM segment of the Ontario automotive

- mdustry
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SyEgIng SUpplier Strategies

NIIEIEZEINGVallue adde At-y.:;

Jiyou are.a commodity supplier, you are,dead; there
jJ nlainlnievetiezigieleon s sio T ."‘=' rms nave triea
ONINOVIdE more value-added elements. I've one
pIEsHCs Company that rather than just shooting and
er)rm g parts for the entry systems, they are now
AsSEmbling the entire system. (Business Services

. \/\ sor August 2003)
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rms. becomlng more R+D intensive and using SRED
— grams

=~ ... the Big 3 right now are pushing a lot of the R&D

- ‘down the line —and as a result of that —the tier 1s are
pushing the tier 2s and they keep pushing as well ..
especially in automotive where things get slow —we tend
to see a rise in our claims-because. ...instead of laying
people off they push their resources to R&D .. (Canada
Customs and Revenue Kitchener, November 2003)

-. -

fQ‘



T —
FPolic\/zle van ages: -

EBVENnment policies have oeenvitallinindustrydevelopment
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—especially community colleges
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SISFED/IRAF 5 “Ontario has a very strong R&D credit arrangement —

]r [SHprehably the best in the world — and it certainly is pushed
fofyElfeRe) %h local government” (Windsor respondent, August
'_/Oj’-ij ——
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— Uﬁivérsities less directly linked to parts industry but...

© Auto R+D has higher profile in Canadian universities than in the US
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P ofe -a—especnally for SME suppliers

° JrJ(Ue_g flel order Issues —\Windsor especially, but a
CONGENIE sewhere

e -l-._F..--

_JE;__' m‘otive MTDM sector has been a world leader but is
*..-r__-eﬁow,under strong competitive pressure from off-shore
-“‘L"Oling producers, especially Japan, China, and Korea

E Facilitating cluster development?
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