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Some Specifics

B 24 percent of respondents reported

problems finding technically
skilled workers, slightly more than
in 2005.

Manufacturers with 250 or more
employees were more likely to
have greater concern about
finding employees with basic
and technical skills than were
smaller manufacturers.

But small manufacturers were
more concerned about marketing
and sales, business strategy and
expansion planning.

Concerns

Process, Cost and Skill Concerns Uppermost in 2008

Compared with 2005, marketing and sales and energy costs have become more
important to Georgia manufacturers in 2008. In addition, worries about product
development, design and quality assurance have risen slightly. However, training
expenditures still remain low among Georgia manufacturers — and 20 percent do not
spend anything on training activities. Fewer Georgia manufacturers reported problems
or needs in technological areas such as computing technologies than they did in the late
1990s and early 2000s.

The percentage of manufacturers noting marketing problems dropped from 37 percent
in 2002 to 25 percent in 2005, increasing again to almost 33 percent in the 2008 survey,
when it became the second most prevalent need/problem after human resources.
Manufacturing process and lean manufacturing needs dropped from 39 percent in 2005
to 32 percent in 2008.

Human Resources Needs Dominate
Manufacturing Problems and Needs, 2005 - 2008

COMPARISON DIFFERENCE
Problems/Needs 2008 2005 2008-2005

Human resources problems 42.6% 48.4% -5.8%

- Basic skills 21.9% 25.6% -3.7%

- Technical skills 23.8% 23.3% 0.5%

- Management and leadership 12.6% 15.6% -3.0%
Manufacturing process/lean 32.3% 38.9% -6.6%
Marketing and sales 32.9% 25.2% 7.7%
Expansion planning, facility layout 17.6% 20.6% -3.0%
Energy cost management 23.2% 19.1% 4.1%
Business, finance 13.0% 15.8% -2.8%
Environmental, health and safety 13.3% 15.0% -1.7%
Quality assurance 17.1% 14.7% 2.4%
Computer applications 10.7% 14.3% -3.6%
Product development, design 15.5% 12.5% 3.0%
Environmental/waste management 8.7% 10.3% -1.6%
Material-related n/a 5.7%
Water resource management 5.1% n/a

Source: Georgia Manufacturing Survey 2008, weighted responses of 738 manufacturers;
Georgia Manufacturing Survey 2005, weighted responses of 648 manufacturers.

Innovation

Creation and Dissemination of New Knowledge

When manufacturers were asked to indicate the extent to which their facilities undertook
any of 13 innovation-related activities during the 2005-t0-2007 period, the most common
innovations were: (1) working with customers to create or design a product, process or
other innovation; and (2) purchasing machinery, equipment, computers or software to
implement innovations.

The least common innovation activities undertaken were: (1) purchasing external
research and development; (2) publishing papers or technical articles;

(3) purchasing or licensing patents, inventions, know-how or other types of knowledge;
(4) registering a trademark or (5) applying for a patent.

Firms Find Diverse Ways to Innovate

Adoption of Specialized Innovation Activities
(Percentage of establishments that engaged in the activity)

In-house R&D
Planning and development
Training
Market research
Apply for a patent

Register a trademark
Purchase patent

Publish papers

Purcr?ase external B&D

0% 10% 20% 30% 40% 50% 60%

Source: Georgia Manufacturing Survey 2008, weighted responses of 738 manufacturers.

Four Types of Innovation

B Product Innovation B Organizational Innovation
Technologically new products or New or significant changes in
significantly improved existing manufacturer’s structure,
products. management methods or

information exchange systems.

B Process Innovation
Technologically new or significantly B Marketing Innovation
improved practices, technologies New or significant changes to
or delivery. packaging, sales methods or

distribution channels.

Sixty percent of Georgia
manufacturers experienced
an increase in value-added
per employee from 2005

to 2007. While the median
company raised the value-
added per employee by 6
percent, the top 10 percent
of manufacturers did so

by 67 percent.



Some Specifics

B Nearly half of survey respondents
introduced a new or significantly
improved product during
the 2005-t0-2007 period.

B Eighteen percent introduced
a new or significantly improved
service.

B Larger manufacturers were more
likely to introduce new goods.

B The gap between small and
large manufacturers regarding
the introduction of new services
was smaller in 2008 than 2005.

B Nearly one-third of respondents
introduced a new-to-the-market
product in the 2005-t0-2007
period.

Only 5 percent of
manufacturers said they
received public support
such as tax credits, loans or
government grants (local,
state or national level)
during the period 2005-
2007, even though

45 percent of manufacturers

reported lack of funds to be
a barrier to innovation.

The average respondent that introduced new-to-the market goods or services reported
that these goods and services accounted for nearly 14 percent of the facility’s sales.
However, for almost 6 percent of the respondents with new-to-the-market products or
services, these offerings comprised half or more of their sales.

The percentage of sales from new-to-the-market goods and services is below the value
of 2005, except: The number of manufacturers reporting more than 40 percent of sales
from new-to-the-market products is higher in this survey than in the 2005 Georgia
Manufacturing Survey.

Sales Reflect Modest Gains
Percentage of Sales from New-to-Market Goods/Services, 2002 vs. 2005 vs. 2008
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Source: Georgia Manufacturing Survey 2008, weighted responses of 326 manufacturers.

Product and process innovators experienced higher productivity growth (change in
value-added per employee) than non-innovators from 2005 to 2007. Product innovators
had 11 percent higher productivity and process innovators had 15 percent higher
productivity than non-innovators. Companies that used public knowledge sources such
as universities, technical colleges and other sources also reported higher productivity.

Manufacturers cited high costs and lack of qualified personnel as the chief barriers to
product, process and organizational innovation. They also named market dominance

of established companies as the primary barrier to marketing innovation. The least
important constraint on innovation was difficulty finding partners. These barriers apply to
all manufacturers, whether they have introduced innovations or not.

In 2002, the Georgia Manufacturing Survey found that innovation was limited mostly by
financial considerations. In 2005, lack of qualified personnel also ranked high along with
financial considerations. In 2008, as in 2005, the top three constraints were the lack of
qualified personnel, high costs/lack of funds and the dominance of established firms.
Lack of qualified personnel has become more important in the 2008 survey as a barrier
to innovation.

Barriers to Innovation

Top Three Most Prevalent Barriers to Innovation by General Innovation Area

25% M Qualified Personnel M Funds, Costs Established Firms' Dominance

Product Process

Manufacturers That Have Introduced Innovations

Organizational Marketing

Percentage of Establishments Rating
Limiting Factor High

Source: Georgia Manufacturing Survey 2008, weighted responses of 738 manufacturers.

Outsourcing

Outsourcing and Manufacturing Performance

Between 2005 and 2007, about 15 percent of Georgia manufacturers were impacted by
outsourcing, slightly less than what was revealed in the 2005 survey. For those affected,
the most common outsourcing locations were elsewhere in the United States and in Asia,
followed by Mexico and Central and South America. In-sourcing also occurred. Georgia
manufacturers were most attractive when firms wanted to transfer work from other states.

A higher percentage of manufacturers competing on low price were affected by
outsourcing than were manufacturers competing on innovation. The results show that
outsourcing is still more prevalent for manufacturers that prioritize low price versus those
prioritizing innovation/technology, although the differential is smaller than in 2005.

Innovation Means Less Outsourcing

Percentage of Establishments Reporting Their Facility Was Impacted by
Outsourcing/In-sourcing

25% _ M Low-price strategies 2008
M Innovation strategies 2008
20% . .

Low-price strategies 2005
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% Impacted by Outsourcing % Impacted by In-sourcing

Source: Georgia Manufacturing Survey 2008, weighted responses of 676 manufacturers.

The rate of in-sourcing was somewhat higher for large companies than for smaller
companies. But the rate of outsourcing was significantly higher for large companies.
In-sourcing was nearly non-existent for manufacturers with fewer than 50 employees.

Large Firms Outsource More

Percentage of Establishments Reporting Their Facility Was Impacted by
Outsourcing/In-sourcing

Total
Employment
Industry
Group
M % impacted by outsourcing
Region % impacted by in-sourcing
0% 5% 10% 15% 20% 25% 30% 35% 40%

Source: Georgia Manufacturing Survey 2008, weighted responses of 676 manufacturers.

Some Specifics

Among those affected by
outsourcing—

B More than 7 percent of work
was moved from Georgia to
another establishment within
the United States.

B Almost 4 percent was moved
from Georgia to Mexico or
other Central or South
American country.

B Six percent was moved from
Georgia to Asia (including
China and India).

B Less than 2 percent was moved
from Georgia to Europe and
elsewhere in the world.





