Canadas food industry - large by any measure

The Canadian food processing industry (SIC 10) is large by any measure. In 1995, it
employed (84,000 people, accounting for [0% of total manufacturing sector employ-
ment and value added. It is Canada’s third largest manufacturing industry.

The Canadian food processing industry represented 1.9% of Canadian gross
domestic product (GDP) in 1993, similar to the share of the food sector in other major
industrialized countries. In 1993, for instance, the food industry totalled 1.3% of GDP
in the United States, {.5% in Germany, 1.6% in the United Kingdom, 1.8% In Italy,
2.3% in France and 2.4% in Japan.

The food processing industry does not include economic activity associated with
the production of primary agricultural products such as wheat, barley, oats and
oilseeds shipped in bulk, live animals, fresh eggs and unprocessed fresh fruits and
vegetables. Added together, the agriculture and food processing sectors represent
almost 5% of total Canadian employment and about 4% of GDP valued at factor cost.

The Canadian food processing industry is considered mature and developed, and
has registered slow but steady growth in recent years. Given the modest expansion of
domestic markets and the liberalization of export opportunities under the recently
signed North American Free Trade Agreement (NAFTA) and General Agreement on
Tariffs and Trade (GATT), many Canadian food processors see new export opportunitles
in foreign markets. The value of the Canadian dollar in relation to other major curren-
cies is likely to give Canadian producers an additional cost advantage in export
markets. In recent years the export-orientation of the Canadian food industry has
increased, with exports rising to 19% of industry shipments in 1995 from (4% in
1990.

Demographic change - aging population, ethnic diversity,
smaller families

Population growth, demographic shifts and household composition have a major
impact on food consumption and spending. Canada's population has been growing at
about 1.3% a year since 1980, marginally higher than in the United States, where the
population is expected to grow 1% annually for the remalnder of the 1990's,

Immigration has averaged about 250,000 per year over the past four years. The
expanding immigrant population, mainly from Asia (Hong Kong, India, the Philippines
and China), Europe, and South and Central America, is having a noticeable effect on
the food processing industry, which must now meet a wider variety of tastes and
preferences.

Demographic shifts affect the demand for food products. The Canadian population
is aging, with demographic projections for the next decade indicating the greatest
expansion - nearly 28% - in the 40-54 age group. By the year 2006 the 40-54 year-
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old age group will number almost 8 million
people, or 23% of the total population.
Seniors - those 65 years and over - are
expected to increase by 20% to 4.4 million 2006 | 1996
people by 2006, representing over 13% of '
the total population. The food processing
industry will therefore have to cater increas-
ingly to the needs of the oider shopper.

Population - Projections,
1996 and 2006, by Age

The changing composition of Canadian _ R <0< §
households is a further influence on con- '
sumer food expenditure patterns, with the
trend toward increasing numbers of single-
person and single-parent households '
expected to continue. The average Canadian
household is also becoming smalier. in 1996,

the average household is estimated to have  |.
2.74 persons, almost 8% smaller than a f‘" < o 3
decade earlier. — iniey

Increasing participation in the labour force by women - 58% in 1993 compared to
50% in 1980 - is resulting in increased demand for prepared foods. Canadians spent
an estimated $29.47 weekly per person on food from stores and an additional $12.72
for restaurant food (for a total of $42.19) in 1993. That was 12.5% of after tax income
in 1992, the most recent year for which such estimates are avallable. Expenditures on
food and non-alcoholic beverages were over $45 billion in 1993, an increase of 3.5%
over 1992.

The combination of an aging and more cuiturally diverse population characterized
by decreasing household size and greater numbers of single-person and one-parent
househoids suggests that growth in food expenditures Is likely to continue to be siow
but steady. More women in the workforce and more single-person and single-parent
households also imply increased demand for prepared foods and foods prepared
outside the home. The Canadian food processing industry will be catering to older,
smaller and more culturally diverse households. With modest growth in domestic
demand, the industry is expected to intensify efforts to expand exports, which have
increased dramatically in recent years.

Exports - new directions, new markets

On balance, Canada exports about the same value of processed food products that
it imports. in 1995 Canada exported $8.2 billion worth of such products and imported
about $8.1 billion.

The patterns of trade in food products between Canada and its major trading
partners range from many years of near-balanced trade with the United States, which
purchased 62% of Canada's total processed food exports in 1995, to a widening
imbalance In favour of the European Union (EU). The latter was associated with a
decline in the total value of food product exports to the EU but with modest increases
in Canadian imports of EU products by Canada. Canada Is experiencing growth in
exports to Asia and achieving significant success in penetrating new markets in Asia
for Canadian food products. Canada recorded a significant and growing surplus in its
processed food trade with Japan, which stood at $1.4 billion in 1995.

A rapidly growing middile ciass in developing countries is contributing to the
growth in demand for higher value-added Canadian food products, particularly
products such as meat, bakery goods and dairy products. The higher value-added
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industries offer the greatest investment and employment opportunities in Canada and
manufacture consumer-ready, highly processed packaged products such as breakfast
cereals, cake mixes, biscuits, frozen dinners, pizzas and soups.

The 1989 Canada-United States Trade Agreement (CUSTA) inciuded tariff cuts for
agriculture and food products. Market access for food products was subsequently
improved by the provisions of NAFTA, signed in 1992, and was followed by a marked
pickup in trade in processed food products with the United States and Mexico.

Global trends

The growth of international trade in processed food products has tended to lag
that of other sectors, particularly manufacturing. Agriculture and food exports now
account for less than 10% of global merchandise exports, compared to about 25% in
the early 1960s.

Some of the most far-reaching changes to patterns of world trade in agriculture
and food products may come from the recent economic reforms in the People’s
Republic of China. As it industrializes and shifts away from its agrarian roots, China's
appetite for food imports from countries such as Canada is expected to result in
sharply higher demand and world prices for cereals and other food products. China’s
share of world agricultural imports has remalned stabie over the past decade, at
around 2.3%, but it is expected to increase as China's economic reforms proceed.

Increasingly diversified markets and more intensive regional trade have dominated
agricuitural trade flows during the past few decades. The impact has been far from
uniform but has not resulted in large shifts in overall patterns of agricultural trade. The
closely integrated agricultural markets of Eastern and Central Europe and the former
USSR became much more open to imports, particularly from North America and the
EU, even before the reforms of the 1990s and the breakdown of the traditional
regional trading systems. In addition, developing countries still depend to a very large
extent on developed country markets as both suppliers of Imports and outlets for
exports.

Note of appreciation

Canada owes the success of its statistical system to a long-standing co-operation
Involving Statistics Canada, the citizens of Canada, its businesses, governments and
other institutions. Accurate and timely statistical Information could not be produced
without their continued co-operation and goodwill.

Statistics Canada acknowledges the contribution of the Department of Foreign
Affairs and International Trade in the production of this report.
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GDP per person, 1995
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international comparisons - macroeconomic indicators 1995

International comparisons
- macroeconomic indicators

® Expressed on the basis of Purchasing
Power Parities (PPPs), which adjust
for international differences in price
levels, Canada’s output per person in
1995 was greater than that of most
Group of Seven (G-7) major industri-
alized countries, surpassed only by
the United States and Japan.

@ Canada's inflation rate, as measured
by the consumer price index, has
been one of the lowest in the G-7
countries for a number of years. It
was 2.2% in 1995. This was below
the G-7 average of 2.3% and

significantly less than the U.S.
inflation rate of 2.8% and the OECD
average of 4.4%.

@ From a peak of 11.8% in the after-

math of the 1990/91 recession,
Canada's unemployment rate has
fallen significantly.

® Economically, Canada is the smallest

of the G-7 countries. Its GDP in U.S.
dollar terms accounted for 3% of the
G-7 total in 1995, only half as large
as that of ltaly and the United
Kingdom, the next largest members.

GDP GDP Gpp GDP e S Unem-
Country in terms per per Person year-to- term ployment
of PPPs” Person in terms year Interest Rate
of PPPs* % change Rate
billion billion us.$ us. s % % %
us.s us. s
Canada 564.6 620.2 19,100 20,979 22 7.1 95
United States 6,981.7 6,981.7 26,525 26,525 28 59 5.5
United Kingdom 1,099.7 1,0759 18,785 18,379 34 6.7 8.7
France 1,549.2 1,161.0 26,641 19,965 1.7 6.6 11.6
Germany 2,420.5 1,659.6 29,652 20,331 19 45 82
Japan 4,960.7 2,652.3 39,606 21,176 0.1 1.2 31
Italy 1,091.1 1,119.3 19,039 19,531 5.4 10.5
Major industrialized
Countries (G-7) 18,661.5 o 27,111 . 23 - 68
Mexico 2348 6443 2,476 6,794 355 484
OECD (Total) 22,2213 22,676 44 75

Purchasing Power Parities (PPPs) adjust for international differences In price levels

** CPl: Consumer Price Index
.. figures not appropriate or not applicable
Source: OECD, Main Economic Indicators

For more Information: Fred Wong (613) 951-2994
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International comparisons
- food processing industries

® The Canadian food industry is the
smallest of any G-7 country, but one
of the more productive. Using PPPs
to eliminate price differences
between countries, Canada is third
to ltaly (a surprisingly strong
performer, according to OECD data)
and the United States in productiv-
ity, as measured by value added per
worker, and well ahead of all the
other G-7 countries. On a U.S. dollar
basis, value added per worker in
Canada ranked fourth among the G-7
countries behind Japan, the United
States and italy, and ahead of
France, Germany, and the United
Kingdom.

® Canadian labour compensation per
worker in the food industry was
US$29,338in 1993 (the latest year
for which data are available), slightly
lower than the G-7 average. Cana-
da’s labour compensation per
worker was the third highest in the
G-7 following the United States

(US$34,668) and France (US$32,484).

ltaly reported the lowest labour
compensation per worker
(US$24,164), followed by
Germany (US$25,744), the
United Kingdom (US$27,562)
and Japan (US$27,674).

® Canada’s unit labour costs (labour
cost per unit of ouput) were third
lowest in the G-7, after Italy and
Japan. France was fourth, foliowed
by the United States, Germany and
the United Kingdom.

International comparisons - Food processing industries 1993

Unit labour cost, 1993
- food industry

0 01 02 03 04 05 06 0.7

Labour cost / Value added

Value Value Value Value N DT Labowr e
added added added added employed compen- labour
Country (Us. §) (PPP*)  per worker  per worker ('000) sation cost**
(us. $ (PPP) per worker
(US. $)
milions

Canada 10,559 10,810 57,076 58,435 185 29,338 0.51
United States 89.711 89,711 60.128 60.128 1,492 34,668 0.58
United Kingdom' 21,005 19,628 43,132 40,304 487 27,562 0.64
France' 29,384 24,445 56,648 47,192 518 32,484 057
Germany' 29,679 22,585 43,517 33,115 682 25,744 0.59
Japan 112,079 67,621 65,929 39,777 1,700 27,674 0.42
ltaty 17.753 18,214 59,573 61,120 298 24,164 0.41
Major industrialized countries (G-7) 310,129 253,014 57,838 47,186 5,362 29,691 0.65
Mexico 13,604 23,321 25814 44,253 527 5,934 0.23

* Purchasing Power Parities (PPPs) adjust for international differences in peice leveis

** Labour compensation/value added
' 1992 data
Source: OECD, Structural Analysis (STAN) Database

For more Information: Fred Wong (613) 951-2994
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Shipments and value added
- food industry, 1995
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Production - shipments

® Generally weak domestic and

international demand was reflected
in total shipments of Canadian
processed food products increasing
by only 12% during the 1990-95
period, reaching a total value of
$43.2 billion in 1995.

Shipments between 1990 and 1995
varied dramatically by industry. The
largest gains were in shipments of
vegetable oil, specificaliy canola oil,
which increased by 51% to $1.2
billion in 1995. Canola oil has
become the oil preferred by restau-
rants, caterers and food processors.

At $4 blllion, shipments of proc-
essed fruits and vegetables had risen
26% by 1995 from their 1990 level
of $3.2 billion, reflecting changes in
consumer tastes and an increasing
awareness of the value of fruits and
vegetables to a healthy diet.

Between 1990 and 1995, the value
of shipments by Canadian fish
processors remained almost un-
changed at $2.6 billion despite
higher prices, a consequence of
declining fish stocks rather than any
change in consumer demand.

Shipments by dairies fell almost
2.5% between 1990 and 1995,
dropping to a levei of $7.3 billion.
Factors contributing to the weaker
demand included a smaller propor-
tion of children and teenagers in the
population, Increased immigration
from countries where milk products
are not prominent in the diet, and
the increased access and popularity
of imported cheeses and other dairy
products. Cheese accounts for more
than half of the total value of
shipments by the dairy industry,
totalling almost $2.5 billion in 1993.
A third of cheese shipments are
cheddar, the most popular Canadian
cheese.

Rates of change

Compound  Cumulative

average increase;
annual decrease
rate
1990 1991 1992 1993 1994 1995° 1994-95 1990-95 1990-95
mililons of dollars %
Meat & meat products
(except poultry) 8,956 8,494 8,506 9,223 9,624 9,715 09 1.6 g%
Poultry products 2,244 2,321 2,264 2,458 2,493 2,554 24 26 13.8
fish 2,645 2,597 2,462 2,538 2,670 2,642 -1.0 -0.0 -0.1
Fruits & vegetables 3,235 3,298 3,294 3,506 3.817 4,079 6.9 47 26.1
Dalry 7,537 1,570 7,443 7,318 7.290 7,350 08 0.5 -25
Flour, cereal & feed 4,204 3,931 4,153 4,387 4,670 4,870 43 3.0 158
Vegetable oil (except corn) 805 829 971 1,071 1,073 1,221 138 8.7 517
Bakery products 2,413 2,31 2,529 2,600 2,663 2,688 0.9 22 11.4
Sugar & confectionery 1,781 1,699 1,925 2,109 2,224 2,260 1.6 49 269
Snack foods 4,090 4,421 4,503 4,391 4,721 4,995 5.8 4.1 22.1
Other food products 672 682 898 691 799 855 70 49 272
Total food 38,582 38,214 38,948 40,292 42,044 43,229 28 23 120
Total Manufacturing 299,195 280,504 186,307 309,963 349,895 385,059 10.0 5.2 28.7
Source: Industry Division
*iest 3 quarters of 1995 plus fast quasier of 1994 For more Information: Heary Glouchkow (613! 951-9833
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Production - value added

® Value added per worker in the food
industry increased a sizeable 16%,
from $47,720 in 1990 to $55,500 in
1995 (measured in constant dollars
at factor cost). Gains in labour
productivity were the result of plant
consolidation, sustained levels of
capital investment (technology), as
well as increases in output attribut-
able to steady population growth.

® Value added by the food processing

industry amounted to $10.2 billion in
1995, representing 10% of all value-

added in the manufacturing sector.

® Value added within the food
processing sector accounts for only
24% of the value of shipments
(measured by gross domestic

product at factor cost). An estimated

35% of the value of shipments

represents the value of the primary
farm products, with the rest being
inputs supplied by ancillary indus-
tries such as those producing
containers and packaging materials.

The largest increases in value-added
over the 1990-95 period were in the
relatively small other food products
and vegetable oil sectors (108% and
69% respectively) and the more
significant fruit and vegetable
processing sector (23%). Value-
added in the fish processing sector
fell by 18% between 1990 and 1995,
mainly the result of declining fish
stocks and a reduced catch, while in
the dairy sector value added slipped
by 10%, mainly because of the
changing tastes and preferences of
an aging and increasingly diverse
Canadian population.

Value added
- food industry, 1995

Snack foods
16%

Meat and lish
» 24%

Dairy -
14%

Fruits and

vegetables
13%

Sk Mour
2% Hakery products

Value added - GDP at factor cost

Races of change

Compound  Cumulative

average Increase/
annual decrease

rate
1990 1991 1992 1993 1993 1995 1994-95 1990-95 1990-95

milllons of constant (1986) dollars %
Meat 1,216 1,189 1,192 1,156 1,188 1,218 25 0.0 0.2
Poultry 435 435 436 453 504 516 24 35 18.6
Fish 897 849 747 779 769 738 -4.0 -38 -17.7
Fruits & vegetables 1,048 1,076 1,036 1,125 1,205 1,291 7.1 43 232
Dairy 1,577 1,497 1,419 1.411 1,430 1.416 -1.0 -2.1 -10.2
Flour, cereal & feed 817 779 798 B06 818 832 1.7 0.4 1.8
Vegetable oil (except corn) 98 103 124 135 149 166 1.4 111 69.4
Bakery products 1,152 1.153 1,214 1,222 1,229 1,233 03 1.4 7.0
Sugar & confectionery 548 531 635 668 684 669 -2.2 4.1 22.1
Snack foods 1,408 1,521 1,566 1,525 1,599 1,655 35 33 17.5
Other food products 225 508 623 551 508 468 -7.9 15.8 108.0
Food 9421 9,641 9,790 9,831 10,083 10,202 1.2 1.6 83
Total manufacturing 92,856 86,285 87411 91,586 97.976 102,443 4.6 2.0 10.3

Source: Industrial Monitor

*first 3 quarters 1995 plus last quarter 1994 For more Information: Lyle Sager (613) 951-9164
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Food exports, 1990-95
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Canadian exports and imports

@ The 1990-91 recession reduced

Canadian food exports by 5%. Food
exports rebounded by a vigorous
13% in 1992, refiecting the general
improvement in world economic
conditions and NAFTA, which further
liberalized North American trade.
Since 1992, export growth has been
averaging 7% a year, producing

® The food processing industry

accounts for about 4% of Canada’s
merchandise trade. Although
Canada has always traded heavily in
food products, Canada’s export
orientation (exports/shipments) rose
from 14% in 1990 to 19% in 1995,
with exports totalling $8.2 billion.

growth of 55% over the 1990-95

period.

Canadian exports & imports by industry

Rates of change
Compound  Cumulative
average increase/
annual decrease
rate
1990 1991 1992 1993 1994 1995 1994-95 1990-95 1990-95
millions of dollars %
Exports of:
Meat 1,432 1,221 1,450 1,720 1.843 2,150 16.7 85 50.1
Poultry 20 23 19 23 32 63 96.9 258 215.0
Fish 2,134 1,907 1,872 1,852 1,965 2,006 6.7 04 -18
Fruits & vegetables 228 217 250 331 408 515 26.2 17.7 125.9
Dairy 202 203 207 177 205 268 30.7 58 327
Flour, cereal & feed 324 324 390 415 535 628 174 14.2 93.8
Vegetable oil (except corn oil) 115 158 222 305 366 374 22 26.6 2252
Bakery products 162 175 226 291 357 417 16.8 208 157.4
Sugar & confectionery 206 246 319 370 437 504 15.3 19.6 144.7
Other food products 495 558 722 877 1,035 1,211 170 19.6 144.6
Total food exports 5,318 5,032 5.677 6,361 7,183 8,226 14.5 9.1 54.7
Imports of:
Meat 788 848 842 970 1,096 1,056 -3.6 6.0 340
Poultry 140 133 159 189 206 233 13.1 10.7 66.4
Fish 618 651 707 895 1,051 1,185 12.7 139 91.7
Fruits & vegetables 895 937 1,050 1,083 1,206 1,292 7.1 76 444
Dairy 164 168 i%0 2t 288 310 1.6 13.6 89.0
Flour, cereal & feed 286 340 428 496 587 602 26 16.1 110.5
Vegetable ol (except corn oil) 194 215 220 264 283 309 9.2 9.8 593
Bakery products 188 211 266 303 344 375 9.0 148 99.5
Sugar & confectionery 745 630 738 852 995 1,009 14 6.3 354
Other food products 1,054 1,167 1,293 1,487 1.826 1,789 -20 11.2 9.7
Total food Imports 5,072 5,300 5.893 6,750 7,882 8,160 35 10.0 60.9

Source: International Trade Division
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@ Almost all sectors of the food

products industry registered export
increases between 1990 and 1995,

Exports increased by $2.9 billion
over this period to a total of $8.2

billion. The largest increases in value

terms were for meat products,

exports of which increased by $718

million (50%) between 1990 and
1995, followed by the other food
products category ($716 million or

145%), fiour and cereal ($304 million

or 94%), sugar and confectionery
($298 million or 145%), and frozen
fruits and vegetables ($287 miilion
or 126%).

@ The United States continues to be
Canada's largest single export

market, the destination of over 62%

of exports by the Canadian food

industry. Following the signing of the
CUSTA, exports to the United States

increased by $2.2 billion between
1990 and 1995, a 76% increase.

@ North American, Japanese and South

East Asian markets were the best
export growth areas for the food
industry from 1991 to 1995, but

Canada has lost markets and market

share in the European Unlon (EU)
following the 1990-91 recession.

Imports of processed food products
have grown steadily since 1990. The
largest increases were in imports
from the United States, which rose
by $2.2 billion (79%) between 1990
and 1995. The higher level of
Canadian food imports from the
United States was virtually offset by
increased food exports by Canada to
the United States, producing a
substantial increase in the value of
two-way trade since the signing of
the CUSTA in 1990.

Significant Increases also occurred in
food imports from the EU, which
rose by $204 million or 34%
between 1990 and 1995.

Canadian exports & imports by country

Rates of change

Compound  Cumulative

average increase/
annual decrease
rate
1990 1991 1992 1993 1993 1995 1994-95 1990-95 1990-95
millions of dollars %
Exports to:

United States 2,881 3,017 3,434 3,998 4,708 5,078 79 12.0 76.3
Mexico 89 32 67 51 61 65 6.6 -6.1 -21.0
European Union of which: 649 558 571 466 449 532 18.5 -39 -18.0
United Kingdom 190 151 145 117 132 148 12.1 -4.9 -22.1
France 103 108 102 84 82 7 12.2 -2.2 -10.7
Germany 65 6l 69 74 59 68 15.3 09 4.6
Japan 959 799 922 1,107 1,176 1,449 23.2 86 51.1
China 7 8 8 20 60 112 86.7 74.1 1 500.0
All countries 5,318 5,032 5,677 6,361 7,183 8,226 14.5 9.1 54.7

Imports from:
United States 2,788 3.084 3.539 4,121 4,780 4,989 44 12.3 789
Mexico 25 17 18 23 33 62 879 199 148.0
European Union of which: 596 601 651 673 756 800 58 6.1 342
United Kingdom 120 123 135 127 139 141 1.4 33 175
France 62 68 78 77 79 a3 5.1 6.0 339
Germany 75 76 84 80 101 102 1.0 6.3 36.0
Japan 30 25 24 28 34 31 -8.8 0.7 33
China 22 28 51 94 130 142 9.2 452 545.5
All countries 5,072 5,300 5,893 6,750 7,882 8,160 35 10.0 60.9

Source: International Trade Division

For more Information: Bob Gordon (613) 951-9797
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World trade by country
- food exports, 1992

Millions of U.S. dollars
50,000 1

\World trade

® On a global basis the most widely
traded processed foods were meat
products, with 20% of all 1992
trade, followed by fish products
(14%), fruits and vegetables (11%)
and dairy products (11%).

® World exports of food products
totalled US3$437 billion in 1992, the
most recent year for which data are
available. Canada’s share of that
trade was approximately US$10
billion, or 2%, the same proportion

as Australia, Argentina and Thailand.

® In value terms, the largest exporter

of food products was the United
States, with US$47 billion, or 11% of
the world total.

® The world's principal importers of

food products in 1992, the most
recent year for which data are
available, were Germany (LIS$53
billion), japan (US$46 billion), the
United States (US$37 billion), France
(US$35 billion), the United Kingdom
(US$31 billion) and Italy (US$31
billion).

trading patterns.

Note: The World Trade Data Base (WTDB). compiled from data submitted by member countries to the United Nations, uses a broader product
classification - the Standard International Trade Classification - than the Harmonized System used for Canadian merchandise trade data. The
data are subject to fairly extensive recondiliation to eliminate discrepancies in counterpart entries reported by trading partners. As a result,
direct comparison of Canadian merchandise trade data and the WTDB is not feasible. Nevertheless, the WIDB yields useful insights on global

\Xorid trade by industry

Rates of change
Compound  Cumulative
average increase/
annual decrease
rate
1988 1989 1990 1991 1992  1988-1992  1988-1992
millions of U.S. dollars %
Meat 67,141 71,279 77,544 77,991 83,858 S 249
Poultry 6,601 7,431 8913 10,426 11,914 15.9 80.5
Fish 46,877 47,382 52,236 57.713 59,724 6.2 274
Fruits & vegetables 35,847 37,882 44,023 46,823 49,963 87 394
Dairy 39.330 40,059 40,789 43,121 49,132 57 249
Flour, cereal & feed 16,229 18,400 20,172 21.517 23,503 9.7 448
Vegetabie oil (except corn) 22,302 21,029 19,084 18,837 21,266 -1.2 -46
Bakery products 7,15 7,876 9,537 10,622 12,006 14.0 68.7
Sugar & confectionery 32,331 33,056 38,799 38,156 40,692 5.9 259
Snack food 616 655 754 831 883 24 433
Other food products 3,11 75,549 77.400 83,089 83,732 3.2 13.6
Total food 348,106 360,598 389,251 409,126 436,675 58 254

Source: International Trade Division

for more Information: Bob Gordon (613) 951-9797
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® The countries with the greatest
growth in demand for processed
food imports during the 1988-92
period were Mexico (136%),
Portugal (85%), Spain (80%),
Indonesia (79%), and Turkey (66%).
Over the same period, there was an
increase of 32% (or US$53 billion) in
food imports by the EU, and 12%
(US$4 billion) by the United States.

® The highly industrialized countries
continue to be the largest exporters
of food products, the European
Union accounting for 50% of global
food exports, and all OECD countries
for around 70%.

World trade, 1992 - food products

Bakery Products Y
Tea/Coftee
Vegetable Qil §!
Confectioneries
Dairy |
Fruit/Vegetables |

Fish |

0 5 10 15 2
Percent of global food exports

\Worid trade by country |

Raies of change
Compound Cumulative
average increase/
annual decrease
rate
1988 1989 1990 1991 1992 1988-92 1988-92
millions of U.S. dollars %
Exports by:
Canada 9,133 8,824 9,716 9,327 10.072 25 10.3
United States 34,482 36.264 37,760 40,494 46,586 18 35.1
Mexico 2,853 2.860 2,517 2,635 2,424 -4.0 -15.0
European Union 150,057 157,526 177,809 189,530 209,426 8.7 39.6
France 24,233 26,166 30,179 31,131 35,031 9.7 446
Cermany 26,839 26,811 29,771 33,106 34,891 68 30.0
Japan 3,355 3,248 3,186 3,318 3,343 -0.1 -0.4
Thalland 8,173 10,647 10,094 11,782 10,797 72 321
Brazil 17,005 15,203 14,275 13,085 15,127 -2.9 -11.0
All countries 348,106 360,598 389,251 409,126 436,675 58 254
Imports by:
Canada 7,149 7,755 9,359 9,948 10,737 10.7 50.2
United States 32,968 33,566 35,311 35,203 36,938 29 12,0
Mexico 2,690 4,135 5218 5,033 6,360 24.0 136.4
European Union 166,624 167,377 187,550 200,524 219,568 7.1 318
france 26,725 27,862 30,562 32,287 34,895 6.9 30.6
Germany 35,963 35,530 42,512 47,021 52,520 9.9 46.0
Japan 36,246 37,298 37222 40,745 45,643 59 259
Thailand 1;575 1,736 2,077 2,336 2,735 14.8 73.7
Brazil 785 2,285 2,333 2,587 1,731 219 120.5
All countries 348,106 360,598 389,251 409,126 436,675 58 254

Source: International Trade Division

For more Information: Bob Gordon (613) 951-9797
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Employment and capital investment
- food industry
. Employment
= nvestment
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Capital investment

Increasing demand and consolida-
tion of manufacturing establishments
have contributed to steady improve-
ments in the industry’s capacity
utilization rate, from 79.1 in 1991 to
82.1in 1995.

The net capital stock for the food
processing Industry grew by almost
5% overall between 1991 and 1995.

The food industry is not particularly
capital intensive. In 1995, net capital
stock per worker of almost $48,000,
was about half the corresponding
figure for the manufacturing industry
as a whole.

® Overall, capital spending in the food
sector moderated between 1991
and 1995. However, capital invest-
ment in the vegetable oil processing
sector increased from $9 million to
$62 million over the period, and it
rose by $39 million (29%) in the
bakery products sector.

A moderate increase in the net
capital stock, together with declining
employment from 1991 to 1995,
produced a 10% increase in the
capital/labour ratio.

Capital Investment

Rates of change

Compound  Cumuiative

average  increase/
annual decrease
rate
1991 1992 1993 1994 1995 1994-95 1991-95 1991-95
millions of dollars %
Capital Expendltures
Meat & poultry 161 164 170 196 160 -18.4 -0.2 -0.6
fish 89 54 57 75 51 -32.0 -13.0 -42.7
Fruits & vegetables 210 107 131 101 97 -4.0 -17.6 -53.8
Dairy 232 244 188 170 171 0.6 -73 -26.3
Flour, cereal & feed 140 153 129 78 126 61.5 -2.6 -100
Vegetable oil (except corn) 9 20 21 49 62 26.5 62.0 588.9
Bakery products 133 158 119 145 172 18.6 6.6 293
Sugar & confectionery 102 107 127 82 80 -24 -5.9 -21.6
Other food products 178 229 178 198 215 86 48 208
Total Food 1,254 1,236 1,120 1,094 1,134 37 -5 -9.6
Capital stocks (current doflar estimates)
Net stocks 8,725.3 8.664.3 8.724.4 90178 9,141.2 1.4 12 48
Gross stocks 17,391.4 17,396.4 17,8078 18,619.7 19,032.0 22 23 94
Performance measures:
Capacity utilization rate 79.1 80.2 79.6 82.0 82.1 0.1 0.9 38
Capital / labour ratio 43,4078 454832 46,8958 473302 47,793.1 1.0 24 10.1
Output / capital ratio** 118.3 117.0 116.7 11Z2.7 116.1 -1.4 0.5 -1.9

* GDP / capital stock (net) - constant 1986 dollars
Source: Investment & Capital Stock Division

For more Informatlon: Richard Landry (613) 951-2579
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R & D/Technology

® Research and development expendi-

tures (R & D) by the food industry
were approximately $7 1 million in

1995, and provided direct employ-

ment for more than 700 highly

skilled professionals and technicians.

® Expenditures on R & D, which
represent an investment in the
development of new products or
processes but which companies

typically treat as a current expense,

were equivalent to almost 6% of
food industry capital investment in
1995,

® R & D expenditures by the food

industry of $71 million in 1995 were
equivalent to 0.2% of industry
revenues, but that understates the
expenditures as it does not include
the public sector funding of the 12
university and 18 federal and
provincial government food re-
search facilities involved in food
research and applied molecular
biology.

® Adoption of advanced technologies

in the food processing industry has
been falrly extensive, with over 78%
of the sector reporting the adoption
of at least one type of advanced
technology, and almost 50%
reporting the adoption of more than
five technologies. Advanced
technologies include, for instance,
computer-aided manufacturing,
automated material handling
systems controlled by computers,
computer controlled equipment
serviced by robots, and computer
controlled automated sensor
equipment.

Note : Capital investment and R&.D are crudial factors affecting a company’s or an industry’s ability to remain at the leading edge of technoiogy.
While R&D generally represents development of new or enhanced products or processes, capital investment represents investment in new
piant or equipment, generally purchased from outside suppliers. Although corporate accounting practices aliow R&.D expenditures to be
capitalized, in this report they are treated separately from capital expenditures,

Rates of change
Compound Cumulative
average Increase/
annual decrease
rate
1990 1991 1992 1993 1994 1995°  1994-95 1990-95 1990-95
millions of dofiars %
Expenditures
Food industries 61 58 60 67 69 29 3.1 16.4
All industries 5,105 5.439 5,845 6,374 6.743 6.999 38 65 37.1
Number of persons engaged
inR&D persons
Food industries 755 652 721
All industries 53,240 53,730 60,528
Performance measure
R&.D expenditures /
shipments 48 39 38 4.2

Source: Industrial Research 8 Development Statistics (88-202)

. figures not appropriate or not applicable
Intentions

For more Information: Michel Boucher (613) 951-7683
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Assets of Canadian and foreign-
controlled firms - food industry

. Other countries
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Foreign investment indicators

® As measured by assets of foreign
controlled firms, foreign ownership
of the Canadian food sector, at 20%,
is relatively low. Assets of Canadian

controlled firms totalled $38.1
billion, or 80% of the industry total in
1992, the most recent year for which
data are avallable. U.S. controlled
companies owned assets of $6.2
billion, amounting to 13% of the
industry total, followed by U.K.
controlled firms with assets of $2.1
billion or 4% of the industry total.
Other foreign controlled firms held
less than 3% of total assets of the

Canadian food industry.

® With 20% of industry assets, foreign

controlled firms in the Canadian food
industry accounted for 19% of
operating revenues and fully 56% of
the industry’s net profits before tax.

® The capital structure of Canadian

controlled firms in the food industry
differs substantially from that of
foreign controlled firms. Canadian
controlled firms are more highly
leveraged, with a debt-to-equity
ratio of 2.1. In comparison, foreign
investors such as those from the U.S.
prefer equity financing, with a debt-
to-equity ratio averaging 0.49.

Note: The financial and foreign investment indicators contained in this report are based on data reporied by enterprises (i.e. families of compa-
nies), whereas most of the other data are based on surveys of establishments (i.e. plants). Enterprises often engage in a wide range of
integrated activities, which are not easily accommodated by the conventional Standard Industrial Classification. For these reasons, the
financial and foreign investment data use a broader industrial classification, known as the Standard Industrial Classification for Companies
and Enterprises (SIC-C), and are not directly comparable with other data based on establishment surveys.

Foreign investment indicators 1992

Assets Operating Net profit Net profits Dividends Foriegn
Countries revenue before tax after tax Direct
Invest-
ment*
millions of dollars
Canada 38,103 73,893 172 555 602
United States 6.152 11,369 794 519 148 3.459
European Union of which: 2,448 4,897 197 130 35 761
United Kingdom 2,056 4,134 158 102 34 744
France 110 323 22 18 1
Germany 75 161 15 9 0 5
Netherlands 163 185 -3 -3 0
Other Europe 520 1,015 13 -20 0
Other Countries of which: 568 113 -1 -17 0 403°°
Pacific Rim Countries 173 64 0 0 0 51
Total 47,191 91,187 1,765 1,167 785 4,623

. figures not appropriate or not applicable
* includes “Other Europe”

Sources: Industrial Organization 8. Finance Division

*Balance of Payments Division

For more Information: Veronica Utovac (613) 951-3473

Christian Lajule (613) 951-2062
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Regionalindicators

@ In 1995, Ontario accounted for 42%

of all food industry shipments,
slightly higher than its 38% share of
the population. It was followed by
Quebec, with 23% of shipments and
25% of the population, the Prairies
with 18% (16% of the population),
Atlantic Canada with 9% (8% of the

population) and British Columbia
with only 8% (13% of the popula-
tion).

® The growth rate from 1990 to 1995,

as measured by growth in shipments

per year, was highest in Ontario

(3.9%), closely followed by Atlantic

Canada (3.2%), the Prairies (2.9%),
British Columbia (2.4% ), and
Quebec (1.1%).

® Employment in the food processing

industry fell a total of 7% between
1990 and 1995. The most badly
affected region was Atlantic Canada,
where job losses amounted to 35%,
or 8,600 jobs. Hardest hit was
Newfoundiand, where 4,800 jobs -
over half of the total - were lost in
the 1990-95 period, largely as a
consequence of declining fish stocks
and their impact on the fishery.

Prince Edward Island was the bright
spot, with a 152% increase in
employment, mainly in the vegeta-
ble processing sector. British
Columbia lost about 2,000 jobs, or
10% of the total employment in
B.C.’s food processing sector.
Quebec suffered a loss of 8%, or

Employment, 1985

- food industry
British Columbia Atlantic
9% _ 10%
T

Praines
14%

about 3,200 jobs. Employment fell In
the Prairies by 3%, or 800 jobs, and
in Ontario by over 2%, or about

1,800 jobs.

Regional indicators

Rates of Change
Compound  Cumulative
average Increase/
annual decrease
rate
1990 1991 1992 1993 1994 1995 1994-95 1990-95 1990-95
miilions of doliars %

Manufacturing shipments
Canada 38,582 40,214 38,948 40,292 41,044 44,428 5.7 29 15.2
Atlantic 3,407 3,495 3,531 3.617 3,802 3,991 5.0 3.2 17.1
Quebec 9,593 9,643 9418 9.374 9,663 10,131 48 1.1 5.6
Ontario 15,359 15,173 16,073 16,763 17,472 18,585 6.4 39 210
Prairies 7,056 8,789 6,692 7,179 1.576 8152 16 29 15.5
British Columbia 3.167 3.114 3234 3,359 3,531 3,569 1.1 24 12,7

number %
1994-95 1990-95 1990-95
Employment

Canada 197,405 187,766 184,046 179,611 180,971 183,832 1.6 -1.4 -6.9
Newfoundland 8810 7421 5,506 4,940 3,480 4,051 16.4 -14.4 -54.0
Prince Edward Island 440 317 363 376 341 1,108 2249 203 151.8
Nova Scotla 8,385 9.757 9,891 7,866 8,055 6,176 -23.3 -59 -26.3
New Brunswick 7172 6,488 6,611 5915 6.584 5,286 -19.7 -5.9 -26.3
Quebec 41,135 38,615 39,762 39,119 38,206 37,921 -0.7 -1.6 -18
Ontario 76,510 72,063 70,014 70,419 713476 74,702 1.7 -0.5 -24
Manitoba 7,539 6.889 6,298 6,003 5312 5,947 120 -4.6 -21.1
Saskatchewan 3,107 2,957 3,267 2912 2,966 3,966 337 5.0 276
Alberta 14,300 13,749 13,469 13.893 13,149 14,078 7.1 -03 -1.6
British Columbia 17.847 17,933 17,311 16,469 19,081 16,043 -15.9 -2.1 -10.1

(includes Yukon & NWT)

Source: Industry Divislon
Labour Division

For more Information: Bob Staveley (613) 951-3529
Steven Johnson {613) 951-4090
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Employment and value added
per worker - food industry
Employment
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Employment

@ Labour productivity, as measured by

output per person-hour, rose by
almost 17% between 1990 and
1995. During the 1990-91 recession,
gains in labour productivity were
mainly attributable to the introduc-
tion of labour-saving technology;
since then, the gains have been
attributable to increases in output.

@ The food industry employed almost

184,000 people in 1995, equivalent
to 11% of the total number of
manufacturing jobs in Canada. Of the
total number employed in the food
industry, 126,000, or 69%, were
hourly paid production workers.

® The introduction of advanced
technology has reduced the demand
for labour and, as a consequence,
employment has been falling in the
food sector. in 1995, it was down
almost 7% from the 1990 level.
Decreases in employment in the
food industry have affected both
production and non-production
workers equally.

® Employment in the food industry
was highest in the meat and pouitry
products sector, with a total of
46,000 employees or 25% of the
total in 1995. This was followed by
the bakery products sector, with
27,000 employees (15% of the total)
and the dairy products sector with
24,000 (13% of the total).

Employment - number of employees

i OF FaGae

Compound Cumulative

average increase/
annual decrease
rate
1990 1991 1992 1993 1994 1995 1994-95 1990-95 1990-95
number of employees %

Meat & poultry 45,396 42,500 45,010 44,185 46,186 45,563 -1.3 0.1 04

Fish 25.076 23,676 22,478 19,150 19,023 18,188 -4.4 6.2 -215

Frults & vegetables 19,511 17,242 16,247 16,492 14,723 16,529 12.3 -3.3 -153

Dairy 23,268 23,557 20,616 20,245 20,798 23,769 14.3 04 22

Flour, cereal & feed 17,218 17,039 14,991 16.169 16,532 15,901 -3.8 -1.6 -76

Vegetable oll (except corn) 880 828 815 1.070 1,090 1,549 42.1 12.0 76.0

Bakery products 30,330 27,047 27,942 27814 27,072 27,174 04 -2.2 -10.4

Sugar & confectionery 8,276 8731 9,518 9.571 8,621 11,590 344 70 40.0

Other food products 27,450 27,137 26,429 24915 26,926 23,569 -12.5 -3.0 -14.1

Total employees 197,405 187,766 184,046 179,611 180,971 183,832 1.6 -14 6.9

Selected data:

Salaried employees 51,326 49,740 48,086 47.069 45941 47516 34 -1.5 -14

Hourly employees 137,078 130,108 126,010 122,357 125,132 126.168 0.8 -1.6 -80

Other employees 9,001 7918 9,950 10,185 9,898 10,148 25 24 12.7

All employees 197,405 187,766 184,046 179.611 180,971 183,832 1.6 -1.4 -69
Performance measures:
Value added per worker

(constant $) 47,724 51.346 53,193 54,735 55,716 55,496 0.4 3.1 16.3

Source: Labour Division

For more information: Steven Johnson (613) 951-4090
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® Despite slow growth and fewer jobs, @ Hourly paid workers outnumber

average weekly earnings increased salaried workers by almost 3 to 1,
from 1990 to 1995, averaging an and are paid about 38% less than
annual 2.3% increase in the 1990-95 salaried workers,

period. At the same time, unit labour
costs fell by an annual average of
0.4%.

Average weekly earnings and output
per person-hour
Average weekly eamings
e Qutput per person-hour
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Employment - earnings & hours worked

s Of chag e

Compound  Cumulative

average Increase/

annual decrease
rate

1990 1991 1992 1993 1994 1995 1994-95 1990-95 1990-95
dollars %
Average weekly earnings* 512.51 533.62 542.05 560.48 568.74 574.06 0.9 23 12.0
Meat & poultry 492.51 510.16 522.29 532.34 528.95 546.49 33 2.1 11.0
Fish 394.61 408.74 398.88 417.69 418.46 44583 6.5 25 13.0
Fruits & vegetables 481.72 524.25 525.11 536.42 562.90 567.74 09 33 17.9
Dairy 588.48 604.90 612.08 666.62 655.27 650.74 -0.7 20 10.6
Flour, cereal & feed 590.40 598.15 633.82 640.36 677.07 687,57 1.6 3.1 16.5
Vegetable oll (except corn) 676.57 707.93 738.84 774.78 751.42 677.87 -9.8 0.0 0.2
Bakery products 477.90 496.44 504.14 528.61 534.29 532.34 0.4 2.2 11.4
Sugar & confectionary 560.40 608.19 624.97 635.87 660.17 624.29 -5.4 22 1.4
Other food products 580.48 590.64 605.37 595.36 610.95 593.42 -29 04 242
Salaried employees 656.80 692.24 711.97 735.94 765.54 788.97 3.1 37 20.1
Hourly employees 45647 471.23 47542 493.91 49543 492.99 0.5 1.6 8.0
hours %

Average weekly hours

Salaried employees 384 384 38.5 386 385 383 -0.5 -0.1 -03

Hourly employees 36.5 36.5 36.7 36.4 36.4 366 0.5 0.1 03
Performance measures:
Index of output per person

hour 95.1 101.7 106.3 110.0 111.9 111.2 -0.6 3.2 16.9
Index of unit labour costs 121.3 120.0 117.7 1183 117.9 1188 08 0.4 -2.1

Source: Labour Division
Average weekly earnings consist of wages and salaries, but excludes employee’s benefits

For more Information: Steven johnson (613) 951-4090
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Financial indicators

® Operating revenues exhibited steady

increases, rising 19.2% over the
1990-95 period to $109 billion.

® Qperating profits improved by an
average of 2% per year in the 1990-
95 period, from $2.9 billion in 1990
to $3.2 billion in 1995. In contrast,
net profits before tax remained
unchanged at $2.1 billion, repre-
senting 1.9% of operating revenues

in 1995, compared to 2.4% in 1990.

® Dividends have remained almost

unchanged since 1990, increasing
1.5%, despite a steady decline in the
return on capital employed, which
fell from 7.53% In 1990 t0 6.03% in
1995.

® The debt-to-equity ratio, an indicator

of corporate solvency, was reduced
by 6%, from 1.17in 1990 to 1.10in
1995, as firms repaid loans or

obtained additional equity financing.

Revenues and net profit before tax
- food industry
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e Net profit
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Note: The financial and foreign investment indicators contained in this report are based on data reported by enterprises (i.e. families of compa-
nies), whereas most of the other data are based on surveys of establishments (i.e. plants). Enterprises often engage in a wide range of
integrated activities, which are not easily accommodated by the conventional Standard Industrial Classification. For these reasons, the
financial and foreign investment data use a broader industrial classification, known as the Standard Industrial Classification for Companies
and Enterprises (SIC-C), and are not directly comparable with other data based on establishment surveys.

Financial indicators

Rates of change

Compound Cumulative

avegage  Increase/
annual decrease
rate
1990 1991 1992° 1993° 1994° 1995°  1994-95 1990-95 1990-95
millions of doliars %

Operating revenue 91,441 96,026 91,287 95,078 105,577 108.977 342 3.6 19.2

Operating profit 2,891t 2,970 2,704 2,547 3,169 3,195 08 20 10.5

Net profit before Income tax 2,149 2,241 1,765 1,452 1,881 2,064 9.7 0.8 -4.0

Income taxes 663 648 644 509 748 787 5.2 35 18.7

Net profit after tax 1,514 1,658 1,167 964 1.166 1,339 14.8 -24 -11.6

Dividends 889 1.074 785 904 933 902 -33 03 1.5
Return on capital employed 7.53 7.56 5.95 5.12 5.39 6.03
Debt/equity ratio 1.17 1.14 1.14 1.10 1.07 1.10

.

preliminary estimate
Source: Industrial Organization & Finance Division

For more information: Veronica Utovac (613) 951-3473
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Glossary

Standard Industrial Classification
Industry Profiles present a broad range
of data by industry, as defined by
Statistics Canada's Standard Industrial
Classlfication (SIC) (12-501). The SIC
classifies businesses according to their
principal industrial activity, with
increasing levels of detail designated by
1-, 2-, 3- and 4-digit codes. Not all data
are available at the 3- and 4-digit
industry level. Industry Profiles are
structured mainly at the 3-digit industry
level, with some tables at the 2-digit
and 4-digit level.

Sources of data

Each table refers to the main statistical
source - a Statistics Canada publication
or division or, in respect of international
comparisons, the OECD. In addition,
many of the series are available from
CANSIM (the Canadian Socio-Economic
Information Management System),
Statistics Canada’s electronic database.

International comparisons
International comparisons for the Group
of Seven (G-7) major industrialized
countries and Mexico are taken from
the OECD’s Main Economic Indicators
and the STAN (Structural Analysis)
Database for Industrial Analysis. For the
purposes of international comparison,
the data are expressed in U.S. dollars
and Purchasing Power Parities (PPPs).
Conversions into U.S. dollars are at
average annual rates. PPPs are rates of
conversion that adjust for international
differences in price levels to yield better
estimates of purchasing power by
country. PPPs can be expressed in
domestic currency terms or in U.S.
dollars terms.

Shipments

Shipments are the value of goods
shipped at the factory gate. They are a
measure of gross output in the sense
that they include the gross value of all
inputs incorporated in the final product,
including the value of goods purchased
from other businesses. As a result,
aggregate shipments include goods
counted mare than once - first by the
initial producer and second by the firm
that incorporates them in its final

product. The value of shipments thus
includes an element of double-count-
ing, which is eliminated in the calcula-
tion of value added by deducting the
value of purchased goods and services.

Value added

Value added is the value a firm adds in
the production process to the goods
and services it purchases from suppli-
ers. ltis equivalent to the value of
factory shipments less the cost of
materials, supplies and services pur-
chased from other businesses. For the
motor vehicle industry, for example,
value added includes the value of
automabiles shipped, but excludes the
costs of raw steel, tires or engineering
services purchased as intermediate
inputs. The statistical measure of value
added is known as Gross Domestic
Product at Factor Cost (GDP at Factor
Cost). It is calculated on a constant-
dollar basis as though all costs were at
their 1986 level, to remove the effects
of inflation. Changes in value added are
thus proportional to changes in output
volumes, unaffected by price increases
or decreases.

Note: Census value added - this
measure is very similar to value added.
It is equivalent to the value of ship-
ments less the cost of intermediate
goods purchased but not of services.
Census value added has been used for
levels of detail where the more com-
prehensive measure of value added is
unavailable.

Exports and imports

Exports and imports represent the
interaction between global demand and
domestic supply, reflected in the flow
of goods between Canada and its
trading partners. in combination with
data on industrial production, trade
statistics show the extent of export
orientation, import penetration and
market shares for particular commodi-
ties or industries - key indicators of
competitiveness in world markets.
Trade data are compiled from customs
documents and show trade by com-
modity dassified in accordance with the
international HS (Harmonized System)
classification. They are converted to an
industrial classification by means of a
concordance, which groups commodi-

ties according to their primary produc-
ers. Imports are allocated to the
industry that would normally produce
them if they had been produced in
Canada. By allocating imports to the
equlvalent producing industry, it is
possible to estimate (once production
and exports are taken into account)
important variables such as the total
supply of goods by industry and - of
particular relevance for the assessment
of Canadian competitiveness - import
shares in the Canadian market.

World trade

The data on world trade consist of
export and import statistics for all
countries, not just Canada. The data are
taken from Statistics Canada’s World
Trade Data Base (WTDB), which contains
estimates of global trade by and
between all countries, broken down
into 600 commodity categories classi-
fied according to the United Nations’
International Standard Trade Classifica-
tion. The data are compiled from
Information submitted by member
countries to the United Nations, with
imputations by Statistics Canada to deal
with inconslistencies or omissions in the
information reported. Industry aggre-
gates are produced by means of a
commodity-to-industry concordance.
Because of the broader trade classifica-
tion used for the WTDB than for
Canadian trade data, and the imputation
procedures used to reconcile inconsist-
encies in counterpart data reported by
different member countries, data from
the two sources cannot be compared
directly.

Capftal investment

Investment in capital (fixed assets) has a
major impact on production, productiv-
ity, efficiency and competitiveness.
Since investment goods are long-term
assets, their benefits are to some extent
cumulative. Key indicators of capital
investment therefore include not only
annual capital expenditures but also the
capital stock. Capital stock is the
cumulative value of capital expendi-
tures, less depreciation and the disposal
of capital equipment. It can be ex-
pressed on both a gross and a net
basis, the difference between the two
being the accumulated depreciation.
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RA&D/Technology

Research and development Expendi-
tures (R & D), like capital investment,
affect a company'’s ability to remaln on
the ieading edge of technology. It
encompasses both original research
into new technologies, and the applica-
tion of research findings or other
scientific knowledge to develop new or
significantly improved products,
processes or services. The R&D/
shipments ratio takes the overa’' <'~e of
each industry into account by express
ing expenditure on R&D as a percent-
age of shipments. It should be noted,
however, that a company does not have
to engage in R&.D in order to invest in
advanced technology: it can buy
technologically advanced equipment
“off the shelf.” Measures on the use of
advanced manufacturing technologies
are available from Statistics Canada
surveys of different types of technolo-
gles empioyed by Canadian businesses.
Alternatively, and of ever-growing
importance in an economy populated
by multinational enterprises, a firm may
acquire technology developed by a
foreign affiliate. In this type of situation,
most of the firm's R&.D tends to take
place in the country where the parent
company maintains its head office.

Forelgn investment indicators

foreign direct investment - investment
of a long-term nature by non-residents
in a Canadian business entity carrying
with it some degree of control. Control
is typically exercised by means of share
ownership, but may take the form of a
strategic partnership or other non-arm'’s
length relationship. Foreign direct
investment may also take the form of a
significant minority interest in a Cana-
dian controlled company or investment
in debt obligations of an affiliated
company. Foreign controiied firm - a
foreign controlled firm is one in which a

controlling interest is held by a non-
resident or by another foreign control-
led firm. A controlling interest is
conferred through ownership of voting
equity in a corporation, and the ability
to be represented on the board of
directors. A controlling interest may
take the form of the largest block of
equity, which may be significantly less
than a majority of the share capital.
Moreover, voting rights may not be
exercised, In which case a foreign
controlied corporaticn may function
with considerable autonomy.

Employment

Employment statistics are important
indicators of the standard of living that
industries support. With labour income
representing almost 60% of GDP,
employment is a key element of
production. In the Industry Profiles,
employment is expressed in terms of
number of employees, average weekly
earnings, and average weekly hours
worked. The data come from the
Survey of Employment, Payrolls and
Hours (SEPH). SEPH asks businesses
about the number of employees at each
establishment but does not cover the
self-employed. SEPH differs from the
Labour Force Survey (LFS), which also
generates information on employment,
unemployment and the overall size of
the labour force, but from a survey of
individuals rather than of businesses.

Regional indicators

Industrial activity differs significantly
from one part of Canada to another,
influenced by such factors as climate,
population, topology, proximity to
markets, access to sources of supply,
transportation links, etc. The regional
Indicators shown here are shipments
taken from the Annual Survey of
Manufacturers and employment taken
from SEPH.
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Performance Indicators

Most of these measures are shown at
the 2-digit industry level: labour
productivity (output per person),
capacity utilization, import penetration,
export orientation, the capital/labour
ratio, and capital stock (net)/GDP.
Productivity is a measure of the
efficiency of different inputs employed
in the production process. Labour
productivity (output per person) is a
partial productivity measure. It meas-
ures output (defined as GDP at Factor
Cost) per person. It can also be ex-
pressed as an index. Capacity utilization
measures the percentage of plant
capacity being used, and is calculated
as the ratio of actual output to potential
output. Potential output is the maxi-
mum output obtainable from the capital
stock, estimated on the basis of peak
output/capital ratios. Import penetra-
tion shows the relative share of imports
in the supply of goods avallable for
domestic consumption. Import pen-
etration expresses imports as a per-
centage of domestic supply, which in
turn consists of shipments minus
exports plus imports. Export orienta-
tion shows the proportion of gross
output that is exported, expressed as
exports relative to shipments.

The capital/iabour ratio indicates how
intensively capital is employed in the
production process relative to labour, It
is expressed as an index of the con-
stant-dollar net capital stock divided by
the number of employees. The capital/
labour ratio may be expected to rise
over time as companies strive to
improve their productivity and com-
petitiveness through increased capital
investment. GDP/Capital stock (net)
ratio shows the amount of output
produced by a unit of capital. It
indicates the efficiency of capital of an
industry- the higher the ratio, the
higher the output for each unit of

capital.
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