Growth in the
Age of Disruption

Integrating Inside-Out and Outside-In
Analysis to Future-Proof Decisions



2 MANUFACTURING GROWTH IN THE AGE OF DISRUPTION

Manufacturers are navigating an environment of constant disruption, from tariff uncertainty
and supply chain issues to geopolitical instability and labor shortages to technological leaps
and evolving customer demands.

Reactive strategies based on temporary conditions run the risk of losing market share and
failing to meet customer expectations. Sustainable success requires proactive, long-term
strategic planning focused on attractive markets.

Today, finding new sources of growth is no longer about
simply scaling operations.

It's about integrating internal analyses while monitoring and
understanding external market dynamics. This balanced
perspective empowers leaders to make decisions with
confidence - even as uncertainties continue to
challenge the industry.

.....
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The Manufacturing Growth Imperative

THETIMETO ACT IS NOW

It's not hyperbole to say that the manufacturing industry is transforming at unprecedented speed.
The sector faces significant challenges that demand bold strategic responses rather than safe tactical adjustments.

This transformation is taking place during a time of massive disruption:

» Supply chain vulnerabilities exposed by global disruptions » Increasing global competition and market volatility
» Workforce shortages amid shifting skill requirements » Environmental sustainability demands and
> Digital transformation pressures and Industry 4.0 adoption regulatory changes

> Rising customer expectations for customization and service

In such a turbulent environment, manufacturers can no longer rely on incremental improvements to drive growth. Instead,
they need a strategic framework that allows them to systematically, properly evaluate opportunities and make informed decisions
about where and how to grow.

Manufacturing companies have access to a wealth of internal data - from customer reports to margin analyses, to R&D performance
to production and supply chain metrics. At the same time, external data such as consumer trends, competitive moves, geopolitical
shifts, and emerging technologies provide invaluable context.

-~

Executives who can blend these two dimensions are uniquely positioned to craft strategies
that are both resilient and adaptive.
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The Dual-Lens Growth Framework
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INSIDE-OUT AND OUTSIDE-IN ANALYSIS

Achieving sustainable growth requires evaluating opportunities through two complementary
perspectives that work together to identify the most promising routes for expansion where

companies have a “right to win".

CRITICAL FACTORS

INSIDE OUT

CORE COMPETENCIES

>

>

Technical expertise

What specialized knowledge do we possess that
provides competitive advantage? This might include
materials science, process engineering, or specialized
manufacturing techniques.

Value proposition clarity

What unique benefits do we deliver to customers?
How do these translate into measurable customer
outcomes like productivity improvements, cost
reductions, or risk mitigation?

Competitive benchmarking

How do our capabilities compare to market leaders and
emerging competitors? Where are the gaps that need to
be addressed?

RESOURCE AVAILABILITY

Infrastructure assessment

What manufacturing facilities, equipment, and systems
can support expansion? Is there excess capacity that
could be utilized for new products or markets?

Investment requirements

What additional capital, technology, or human resources
would we need to pursue specific growth opportunities?
What is the expected return timeline on these
investments?

Partnership potential

What relationships with suppliers, distributors,
technology providers, or other partners could accelerate
our growth initiatives? Are there untapped opportunities
for collaboration?

>

MARKET DYNAMICS

OUTSIDE IN

Market evolution patterns

How is the market structure changing? Are there shifts
in customer preferences, purchase channels, or decision-
making processes?

Scenario planning

What range of future scenarios should we plan for?
How might variables like economic conditions, trade
policies, or technological developments impact market
growth and profitability?

Unmet needs identification

What pain points or frustrations do our customers
experience that aren’t adequately addressed by

current offerings? Where do existing solutions fall short
of expectations?

COMPETITIVE LANDSCAPE

>

Strategic intelligence

What strategic moves are competitors making in

terms of investments, partnerships, and geographic
expansion? Are they vertically integrating or specializing
in specific segments?

Industry boundary shifts
What adjacent industries or new entrants might redefine
manufacturing value chains?

Ecosystem development
What partnerships, alliances, and ecosystem approaches
are emerging that might change competitive dynamics?

continued on the next page
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CRITICAL FACTORS

INSIDE OUT OUTSIDE IN

ORGANIZATIONAL ALIGNMENT ENVIRONMENTAL FACTORS

» Cross-functional coordination » Regulatory trajectory
What level of collaboration between departments How are regulations evolving around emissions,
(R&D, manufacturing, marketing, sales) would be materials usage, labor practices, and data privacy?
required for successful implementation? Are there What compliance requirements will impact product
existing silos that would impede execution? design and manufacturing?

» Cultural assessment » Talent landscape
How well does our culture support innovation, What skills are becoming scarce or more important?
risk-taking, and customer-centricity? Are there aspects How are demographic shifts influencing workforce
of the culture that might resist necessary changes? availability and capabilities?

» Decision rights and governance » Technology economics
What organizational structures and processes would How are emerging technologies changing the cost
enable effective implementation of the growth strategy? structure of manufacturing operations? For example,
Are decision-making processes agile enough to respond automation increasingly shifts the cost balance between

to market shifts? labor and capital investments.

Stl’ategic Eva luatiOn ANSOFF MATRIX

Market
Development

Diversification

NEW

THE ANSOFF STRATEGIC GROWTH MATRIX

After conducting outside-in and inside-out analyses, we can
apply a framework to simplify complex decisions and provide
a structured method to evaluate risks and rewards.

MARKETS

A modified Ansoff Matrix is a powerful tool to visualize

the most promising growth opportunities. This framework
divides growth strategies into four quadrants, each addressing
different combinations of internal capabilities and external
market opportunities.

Product

Penetration Development

EXISTING

EXISTING NEW
PRODUCTS
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MARKET DEVELOPMENT DIVERSIFICATION
New Markets/Existing Capabilities New Markets/New Capabilities
» Geographic expansion » Adjacent diversification
Enter new regions where existing products can Move into related industries where some existing
meet similar customer needs, potentially through knowledge or customer relationships provide
distribution partnerships, licensing arrangements, an advantage, reducing the risk compared to
or direct investment. unrelated diversification.
> Segment adaptation » Technology-driven diversification
B Adjust existing products for adjacent Leverage emerging technologies to create
L customer segments with minimal modifications. entirely new categories of offerings that address
Z For example, a commercial equipment unmet market needs, potentially disrupting
manufacturer might adapt products for established competitors.
institutional or residential applications. > Acquisition-led diversification
» Application extension Enter new markets through strategic acquisitions
Identify new use cases for existing technologies that provide immediate market access and
or products. This approach leverages R&D capabilities, though this requires effective post-
investments across a broader customer base. merger integration.

(%]
&
::4 PENETRATION PRODUCT DEVELOPMENT
<Z( Existing Markets/Existing Capabilities Existing Markets/New Capabilities
» Customer experience enhancement > Service expansion
Develop superior service models, technical Add complementary services around existing
support, or digital interfaces that improve the products, such as predictive maintenance,
overall customer journey and increase loyalty performance optimization, or managed
and share of wallet. operations. According to the BCG research on
) > 80/20 portfolio optimization aftermarket services, manufacturers can achieve
Z Apply the 80/20 principle to identify customers, gross margins of 3.0_50% on services compared
U) product, and market combinations that generate to 15-25% on equipment sales.
E the most value, then reallocate resources » Digital enhancement
to maximize returns. This approach can Integrate digital technologies into existing
systematically redirect investments from products to create smart, connected offerings
low-return to high-return opportunities. with enhanced functionality, as highlighted in
> Channel expansion BCG's Industry 4.0 research.
Develop new routes to market within existing » Solution integration
territories, such as e-commerce platforms, Combine products, services, and expertise
distribution partnerships, or direct sales models into integrated solutions that address broader
targeting specific segments. customer challenges, shifting from selling

components to delivering outcomes.

EXISTING NEW
PRODUCTS
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ILLUSTRATIVE EXAMPLES

A client in the transformer and substation
manufacturing space accelerated their entry

into strategic growth geographies with new

field service hubs and repair facilities anchored to
premier accounts. We aligned current pain points,
shared growth objectives, and resource needs with
a phased approach.

PENETRATION
Existing Markets/Existing Capabilities

Applying 80/20, a valves manufacturer was able

to reduce complexity through a product line
simplification effort. Reducing 52% of low-margin
SKUs and working with strategic customers to
ensure a proper customer differentiation strategy
was deployed in unison, the company was able to
improve on-time delivery from 83% to 96%.

As aresult, EBITDA increased by 11% within the

first year of program launch while achieving a double
digit growth rate.
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BDO led the multi-functional due diligence,
integration and future state go-to-market strategy
for the merger of two suppliers/assemblers in

the automotive and aerospace and defense
manufacturing sectors. Combining adjacent industry
capabilities, complimentary customer rosters, and
extended geographical reach has greatly expanded
the growth outlook and strategic resilience of the
newly combined organization.

PRODUCT DEVELOPMENT
Existing Markets/New Capabilities

Industrial manufacturer of thermal heating and
cooling products conducted thorough market analysis
to identify the total available market for cooling
applications related to hyperscale and colocation data
centers. Making strategic investments through M&A
as well as new product development with strategic
customers, the company was able to rapidly expand
its market presence and capture significant market
share to capitalize on the growing demand.

EXISTING

NEW

PRODUCTS
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From Analysis to Action

FOUR GROWTH ACCELERATION LEVERS

Irrespective of what quadrant in the Ansoff matrix a manufacturing company may decide it wants to play, it has four levers at it's
disposal to accelerate their growth strategy:

BUILD BUY

Develop new assets, products, or capabilities Acquire new assets, products, or capabilities.
internally.

Acquisition strategies accelerate market entry by
This works best when the organization already possesses providing immediate access to established products,
adjacent expertise or when the capability is considered customer relationships, and operational capabilities.

strategically critical to own. .
> Reduces time-to-market compared to

> Maintains strategic control over the development internal development

process and intellectual property > Provides access to proven technologies, products,
> Ensures tight alignment with existing systems or business models

and business processes > Brings in talent and expertise that might be difficult

> Builds organizational knowledge and expertise that to develop internally

can be applied in future > Access to established customer relationships

» Requires investment in talent, technology, >

e Requires effective integration to realize synergies
and organizational development

» Preserves cultural alignment and strategic control

PARTNER INVEST

Form strategic alliances or joint ventures. Create market demand or accelerate
. development.
Partnerships allow manufacturers to access
complementary capabilities without full ownership, Strategic investments in technologies, startups,
sharing both risks and potential rewards. or ecosystem initiatives can create option value

) ) and influence market development.
» Reduces capital requirements compared to

building or buying > Provides early insights into emerging

» Combines complementary strengths technologies or business models

of multiple organizations > Creates potential for outsized returns if

» Provides flexibility to adapt or exit as market investments succeed

conditions change > Builds relationships that could lead to future

» Creates potential for ecosystem advantages partnerships or acquisitions
through network effects » Builds market presence and influence
> Shares risk and resource requirements » Can lock competitors out of critical innovations

» Maintains flexibility while accessing new opportunities
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The Path Forward

EXECUTING A GROWTH STRATEGY

The integration of internal analyses with external insights—and the application

of frameworks like the Ansoff Matrix—provide manufacturing leaders with the
roadmap to sustainable growth. By continuously challenging the status quo, engaging
with emerging market signals, and investing in transformational technologies,
manufacturers can drive innovation, secure market share, and mitigate future risks.

Forward-looking executives should focus on:

» Data Integration » Collaboration & Alliances
Invest in robust data analytics Establish strategic partnerships
platforms that merge internal that provide access to technological
performance metrics with external innovations and new consumer
market intelligence. segments.

» Strategic Flexibility » Cultural Shift
Use frameworks to stress test Promote an internal culture of
strategic choices and adjust priorities continuous improvement and
as market conditions evolve. experimentation to stay ahead

in a competitive marketplace.
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Structured Approach & Roadmap

Successful implementation of manufacturing growth strategies requires a structured approach that balances immediate action

with long-term transformation.

PHASE 1

Assess and Strategize / 0-6 months

Conduct comprehensive inside-out and
outside-in analysis

Systematically evaluate market opportunities

and organizational capabilities using the frameworks
outlined earlier. Include revenue/margin analyses,
customer research, competitive intelligence,
technology assessment, and internal capability audits.

Segment and pressure test end market capacity

Conduct internal analysis to assess segmenting
business units aligned to end users and markets,

root out complexity, and pressure test hypothesis.
Ensure adequate end market demand and identify new
market opportunities.

Identify strategic growth opportunities

Apply the Growth Matrix to prioritize opportunities
based on market attractiveness and organizational fit.
Develop specific business cases for the most promising

opportunities, including resource requirements, timeline,

and expected returns.

Align leadership and stakeholders

Build consensus around the strategic direction through
structured engagement of executive leadership,

board members, and key stakeholders. Establish clear
governance and KPI monitoring.

Define your “North Star”

Develop a compelling vision for the organization
that inspires and aligns. Articulate how the growth
strategy will create value for customers, employees,
and shareholders.

PHASE 2

Pilot and Scale / 6-18 months

Test strategic initiatives

Implement limited-scope pilots for key growth
initiatives to validate assumptions, refine approaches,
and demonstrate value. Pilots should be structured as
learning experiments with clear success criteria.

Validate technology investments

Evaluate technology solutions through proof-of-concept
projects that demonstrate functionality and value
without requiring enterprise-wide deployment.

Use these projects to build internal capabilities.

Refine based on market feedback

Actively solicit customer and market feedback on
pilot initiatives, using this input to refine value
propositions, offering design, and go-to-market
approaches before scaling.

Scale successful initiatives

Once pilots demonstrate success, develop detailed
scaling plans that address organizational requirements,
process changes, technology infrastructure,

and change management needs.



PHASE 3
Optimize and Innovate / 18-36 months

Enhance operational efficiency

Apply continuous improvement methodologies to
optimize the performance of new growth initiatives.
Use data analytics to identify bottlenecks, inefficiencies,
and improvement opportunities.

Leverage data and analytics

Develop more sophisticated data capabilities to refine
market targeting, customer segmentation, and offering
optimization. Implement closed-loop feedback systems
that enable continuous learning and adaptation.

Explore emerging technologies

Monitor technological developments and conduct
targeted experiments with promising technologies that
could enable new growth opportunities or enhance
existing initiatives.

Build ecosystem partnerships

Develop strategic relationships with technology
providers, channel partners, and complementary solution
providers to accelerate innovation and market access.

Sustain and Lead / 36+ months

Embed growth mindset

Develop organizational systems and processes that
continuously identify and pursue growth opportunities.
Include incentive structures, performance management
systems, and resource allocation.

Maintain competitive advantage

Invest in capabilities that preserve differentiation as
markets evolve and competitors respond. This might
include continued R&D investment, talent development,
or strategic acquisitions.

Adapt with agility

Establish mechanisms for sensing market changes and
rapidly adjusting strategies in response. This requires both
market intelligence systems and organizational flexibility.

Shape industry standards

Take a leadership role in influencing industry standards,
regulations, and ecosystem development to create
favorable conditions for continued growth.



Let BDO Turn Disruption
iInto Opportunity

The most successful manufacturers will be those that maintain a long-term
strategic perspective while building the agility to respond to short-term market
shifts. Success hinges on continuously assessing the interplay between internal
capabilities and the dynamic external landscape. Manufacturers can not only
weather disruption but also capitalize on the opportunities it presents,

building a robust engine for sustainable growth and competitive advantage.

Through decades of industry experience and the practical application of rigorous
strategic analysis, BDO helps manufacturers transform disruption into opportunity,
achieving sustainable growth in an increasingly complex global landscape.

Our management consulting professionals can help your company design

a strategic growth plan that leverages your core strengths to build resilience

and expand your competitive advantage. Our team has worked with more than
100 manufacturers on profitable growth strategy. We have delivered a 10X ROI

to these companies and on average they have seen a 44% increase in EBITDA in
year one. By helping you achieve the right balance of organic and inorganic growth
opportunities, our knowledgeable teams can help you makethe right investments
and lean into your unique sources of competitive advantage.

If considering a transaction, our professionals can help you navigate the full
transaction process, from due diligence to post-transaction integration.

The time to design your future growth strategy is now.
BDO is here to help you build it.

CONTACT US TODAY »

CONTACTS

VAL LAUFENBERG

Principal

Management Consulting Market Leader
vlaufenberg@bdo.com

ILIYA RYBCHIN
Principal

Strategy & Innovation
irybchin@bdo.com

KEVIN MEDVED
Director

Management Consulting
kmedved@bdo.com
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