S

. O _
S D TTANCRG __
§ S __;__aa?.a. h____
R T S
y N _____-ia-a-;___
ST T
2, R oF _____=__=_=_____
SO S8 & & A
A S ______Es-m-su_____
I

A/m ____._—___—”ﬂwﬂwﬂ,‘.m“ __—_
{TACOXR]

S

g

September 27-30;, 2004
Bruno) G; Rutiimar




~ra1rise
Effects of Globalization en the NGril
/ndustry

Nrni2riczin Ariodizirgg

VET; / fragrsr ted market,

Ius elifficulr to gorzijr)

clofrSS e irrSrnsiorn 9OF LN ark

reqaraliiigiiENGIETgIITtudeerInie
Nigelglyarerinaten and the conclusions

[/1ETETEIENETT]
1aVello e CalisInerenlapproximative. guide lines.

[ri2 21odiZIirief (zZiasEe 1S 2
2CL

:J

B. Ruettimann, Alcan Automotive

AA Conference Sept 27-30, 2004 Atlanta



CONT=1T
Effects of Globalization on the INGIiATIEII A A G 1]
/ndustry

-

SL/ES OF A\gelizief s

AA Conference Sept 27-30, 2004 Atlanta B. Ruettimann, Alcan Automotive



112 Corira.<r gf Gloezl[p4zii]e
What 1s happening

M2rgj2rs & Acolisirjiorns
Trzic/l2 Da2rzgiy/zirjor

Iricrzz1siry Corng2rior

2rics Frassire

~1l9Ys of Iriforrriz! _fioﬁ
ILETIIIIRECHNVIATHELS;

4 - P‘ - v - -
yidersSiail

Overcapacity:

Unemployment
... And how Is anodizing therefrom affected?
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SUUGLHEXCTHNAVAGBAZITG BUusiness
lechnology

No quantum leap in technology change expected

A migse eormnmon tyusi o ziede/iZiges s
. (WpENSRCERVEnLGhElsulfuric-acid
LLLIOrILY: _
s Tyrr).’-l & [1ad1adcoal: =) [, odizing
W fa//en out of faveur (except military):
' Iype A, Glirariiic-acid anodizing
W only few:

phosphoric-acid anoedizing as pretreatment to
aghesive bonding in aerospace application

B gjfferent types of coloring techniques applied
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ST EXOTINAVARBAIZING BUSINess
Dimension of NortiitAmerican, anee/HigNEIEIIESS;

1H0-50%5 rnill-firlisti n

051555 vziinraed (Ii.f/uid @1

1=20)-50)75 5 zir1gclize
NG Turtiier: @;{:—JS

B 0 figures available how much anodized semis is imported
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S G CYOTINAVAR GG IZITIG Business
fFor comparison the Geriman MarkePIEEENIETL))

Building remains the main application of anodizing
Anodizing is still a steadily growing market
.. But prices are under pressure

L Gairrzin rrizirker (Saliges O)ﬁ )s .

‘l

coated, anodized (mio sqm)

2o 2 3? 51.5

I 2002 835, 52,75

\ 200 _ 858.0 537
B from the 53.7 mio anodized. in 2003:

W 179 were destined to the building market
M >79 were colored
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S G CYOTINAVAR GG IZITIG Business
For comparison, the European Markel@ICCEYIE21d),

Overcapacity more pronounced in coating than in anodizing
20-30% of anodized material is estimated to be colored

A Sijreejezir) marke[ Si

anoedized (mio sqm)
999, 200
(7 290

|
\

W From the estimatej 400 anodizing facllities are 290
members of Estal
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Sirifeiyra of NA Aride/iiglef SIS
Structure of North American anea izirey indusery

Very fragmented (more than 1000 facilities estimated in NA)

| nziny ciprive: SHggOrZRE ger fabrication unit
WESIITIEGNBIHIEIIa1 USE Of y

W CHINGYIE G alniarker survey.

i—

COIMPeGSIHEINGIAGBAIZEers Cauncll members:
‘W 569% larg eN~100/employees)
W 309 medium) (26-100 emplaoyees)
W 749 small (<26 employees)

B put composition of Anodizers Council members not
representative of anodizers population

B rather small-medium sized reality
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ST EXOTINAVARBAIZING BUSINess
INA anodizing groups

YIS0 EIaGTGIESIGREIAZU G 24, anodlzing facillities in
MR (zitn) ==1 [irl2)

o
s alyaeunieiig/archiiiecture application oriented

aCI/I 185,111 eaecii er (Wll'h b} I/ne)
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ST EXOTINAVARBAIZING BUSINess
Continous coil anoedizing

11 VG111 ESIGREIALEN G Colilinious coll anodizing lines

CAIIIEETIVAGIETALES, S TTTES

B /e coil anodizing is performed by independents
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ST EXOTINAVARBAIZING BUSINess
Marketl segmentation: main patle

X forward
(e.g.parts)
tolling tolling
forward forward X
(e.g.lintho) | (e.g.frames)
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SUWUGCITEYOTINAVARBAIZING BUSINESs

18VitElI s

Ich Is the characteristic
pl:this business

W' How big is this addressable
marketr?

~ Mlwhich is the growth rate?

W' /s this market segment
threatend?

W' /s globalization a threat?
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BUSIIESSNeiaradclerdstics and Globalization
Basic classification of business, WEES;
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=) -y 'Hﬁr"f - - t_.‘
(AT ST IESOMOTIAT A GLCT i S GS)

Basic classification of business. i
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siness _Cf/,lr,lr*r.-of'/jr/_r;j nd Globalization
Basic classification of-business ypes;
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BUSIIESSNeHardclelistcs anad Globalization
Basic classification of-business ypes;

Convenience Speciality

I

Standards Commodity
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ISUSTIIESSNSIaIAaAGLeliST d Globalization

Z main globalization types

rvpe 1 material . (orysica)) | MR

Type 2: immaterial G. (financial)
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ol
BISIIESSearacleristics and Globalization

Z main globalization types

Wped

I Type Ic

Type of globalization

[ype la

=

rvpe 1 material . (orysica)) | MR

Type 2: immaterial G. (financial)
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I ATACIETISHES0IFANGAIZIg Business
Framework and determinants
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SHAIAGIETISHIES OIARBAIZIfg BUusiness
Product characteristics: summar:

For the anodizing process:
*not a product but a specialized operation, therefore...

o ...virtually sold is the capacity, low proactive action scope
«low differentiation degree, ...and reproducible know-how

ethe transaction object is a service, i.e. the delivery time and
matching of quality are mandatory performance

For the treated product:

«except for piece anodizing the anodizing operation is mainly
performed immediately after the semis operation, therefore an
integration in semis is reasonable for certain applications
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SHAIAGIETISHIES OIARBAIZIfg BUusiness
Market structure: summary.

Implications from product:

*only piece part cannot be imported and has to be anodized
regionally or in-house, this represents a natural barrier against
Typelc Globalization

For remaining anodizing:
limited geographic scope of action favors...

o ...fragmented (polypolistic) competition structure (except coil
anodizers)

srelative low entry barriers and acquainted technolgy favors...

o ...proliferation of family owned SME
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SHAIAGIETISHIES OIARBAIZIfg BUusiness
Operating configuration: summar:

Implications from product:

eoperating configuration determined by product-value/transport-
cost ratio

For anodizers:

eusually family owned single plant operation

s often in-house fabrication shop advantageous

e possible multiplant configuration with strategy of adding
geographical market share - typical for a fragmented business...

»...this opens possibility of Type 2 Globalization strategy (but only
implemented regionally by 5 NA groups)
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SIATAGLEISHGESIOARBAIZITTG BUsIiness

Bauxit mining,

alumina production

Primary smelter, casting

Aluminium Industry structure.ano g BrEaZE i EIiNyIE

v

Rolling, extruding,

die casting, forging,...

v

Components,

finished products

Scrap, Remelters,
waste found”es

ﬂ Recycling
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Sl ATACLETISHES OIFANRBAIZING Business

-

Bauxit mining,

alumina production

-

L)

;
‘\/‘
b

S\
Py

Primary smelter, casting

Aluminium Industry/structure. anoqlGEa I ZE BN IE;

v

/ RoIIini!m_(trud_in

v

Components,

finished products

Scrap, Remelters,
Waste' foundries

ﬂ Recycling
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Sl ATACLETISHES OIFANRBAIZING Business
Globalization type of-anoedizing BUSIHess,

1 zingdizing ;usiness SIotIeally.a Ioballzea’ neither a
glogzilizirig] oUsiras

eV IawEH G Gl ewiaNype Z Globalization model, i.e.
lrnrerizic2rizl (rirrzinicizil) elelezifizz1e(e)r)

uoresentiydamperdes naternalifollows type 1c Globalization

pEUEIINICN BWCGSs LGlileria assoclated with semis imports

,(C_.—)’Jr[ 0 is gzl aterial (espescially speciralized
egjfzifie inld'/ [iidLeria

H e, globalizationtirssue for anodizers Is for the main part
rather limitedlto continents

B 5 eqguallarge North American anodizer groups are following a
market adding Type 2 strategy with at present up to 3
facilities each

B put even more prononced than in extrusions, the reality of
anodizing 1s a family owned SME operation business
AA Conference Sept 27-30, 2004 Atlanta B. Ruettimann, Alcan Automotive



SHIATAGICIISHESOI#AROAIZING Business
Globalization type of-anoedizing BUSIHess,

Tri2r2fors;

W anodizing belc (G Type 1c (physical) or Type 2 (financial)
globalization

B rhe piece anodizing is NOT a globalized business (because
related only to the operation, which is not globalized)
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SHAIAGIETISHIES OIARBAIZIfg BUusiness
INA market volume el anoedizing.

No detailed and consolidated informations available

A rloyz ofep is e Norig Ar‘r./:% maﬁet for anodizing?

B OWATIN NG GE, rﬁ7~ ser.

or-application integrated)?
| .

JOWAITIUGHIN S el es*v fie non-ntegrated (the bulk of
ariodizers)?

B Which segmernts are growing?

W What are the lplicdfions for the equipment specifications?
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Lzir=n)r [rir2zirs
/Intrinsically originated

B LB iGN G0 GIREWEER) I emalis  an Issue

R EVITGRITERISI NESUES eVven Ifiacid selution treatment is not
UV IDES 2 Oraol21r)

Ao iriclzuznd=res: i 171G 1o custemer units, indeed...

- (TIEREICIFEUYAGE _f#o NdEepenads on existing overcapacity,
quallly ariaiegisliic aspect.
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Lzir=n)r [rir2zirs
Extrinsically origrnated.

Asarvica of zirigdizinyg vwill nor g=igjdagi=le et o

o Wi GENTIERIAER N Corifunclion with profiles or sheet

R GUaAnEYa g nnegligble, but...

a L wirllliaveaniligerice onitlieidomestic price level

stocks)
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o OVVALONIESIP/IE)
Which 1s the winnmg strateqgy.

(mainly prece part

AEijor tfirezie

B 7o malerRuirear roni compelitive. coristellation

W make or buy’ ation remalns

M /n-house processing depending from quality control,
spead of supply, cost of additional handling
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o OVVALONIESIP/IE]
Which 1s the winnmg strateqgy.

= AIENSEI SN EREIE0 2IBEIZELS (Imalnly batch operation,
r/,r-—'J 12115121 24X US[OfS OF DISEs gzIfp)s

A \Vzijor thirezir

digores o zinodizeiefs s'm/_, gcceording to Typelc
6] ERAIEZHGRVICTEasiligiTast (additional low cost effect of

FG0H1iE) Ushanoadiziiig eperation Is hardly subject of
gloLalIzElGHNESUE GUENDGGISUG COST

COAUNgremalis: a

M rational

W /ntegrated service of anodizing for architectural application
IS mandatory, especially with modern in-line equipment

W offer additional value added service as machining

M /ogistic speed remains a trump
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o OVVALONIESIP/IE)

Which 1s the winnmg strateqgy.

r1or} m.r.-;'.f/r' )¢ Z aratinng in NA, distinction

>

b)lbatchiisheety extruded!s

2171115, prece. part
this distinctio be necessary due to the difference of:
M /nvestment amount
B market structure

M pusiness scope
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o OVVALONIESIP/IE]
Which 1s the winnmg strateqgy.

Gl NNIEHEIE0 N ITEEIaeaZels eperating in NA
) cortirious cojl ziriacdizirizf

dVijor tfirezir »

myarent: BOSSIDIlity OF direct imgyyr Ls of:anodized material
TennpElcruallyssensiitegrated lines in Far East
(AW pEELG) Mg alllyaernalns ablg Issue

coatiiglasialleriative product remalns an Issue
' [ |
Wirational 1

r~or-resale

W sourcing of low.price semis and natural anodizing as
substrate for dyesub coloring (stock reduction)

W oush special anodizing (high bright)
M For tolling:
M c/ose customer co-operation, consignment stock
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o OVVALONIESIP/IE)
Which 1s the winnmg strateqgy.

G AENIBIINIILEH TG LEE N EIIallEE I ZET:

I LGIINIIEGENIATIIENIG0E Y

m N aiertireat
Ainsourcing oF Sirlgdizigefe peration

- BncreasiiigiiiEors
[ coaliig as, |1 p

M rationall _
W create customer binding by preferred co-operation

W offer most modern technology
M oroductivity, speed, service
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SILIIIUIIZ Y
Effects of globalization on the. INANEIGGE iGN sl

B RN T ERES NI BT EISEIISENG) ITTipoert anodized aluminum
BTINIGIN E2LED ISETTIIS @I BW,.COSt countries, globalization
IS IEN CE M e BRI aIeaIZI1g [hidustry due to the
EfEZICISfISTC OF If]S busiriss

B Erhieritwilicgnge thielragmented structure of the NA
IO IAYNBUSH Y OUL

- pricey evelNnigyviexperience a furither shift fuelling ,make or

Uy evanaueriss

\

M Considering thefa

%
i

that anodizing Is primarily a service, ...

W .. job-anodizers have to develop innovative customer
focussed business models.

M \Wwho ever will conceive the ,VValue Maximizing* model for the
customer (and they exist) has not to fear globalizing or non
globalizing competition.
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