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Competitiveness in Manufacturing Industries: 

Canada and Mexico 

in the United States Market 

This study is, in a substantial way, a continuation of work begun in the division's 
recent Trade Patterns· paper, published in March of 1993. That study showed that there was 
competition between Canada and Mexico in cenain industries. This study expands on this 
topic in two ways: 

1) it provides more detailed information about compean, commodities in key 
indus cries; 

2) it develops a new performance measure which, when combined with previous 
work, permits one to assess Canada's overall competitive position relative to 
Mexico. 

, Trade Pauetas: CaDIda· Uabed StIltS: abe manulaccuriaa iaduscries, 1981·1991. 
(S1IdsdcI Cnada, ca. No. 65-S04B) . 





I.INTRODUCTlON: 

The value of trade between Canada and Mexico has traditionally been quite small. 
This is not expected to change significantly if the proposed North American F~ Trade 
Agreement (NAFrA) is implemented. 

Trade between these two countries and the United States, however, is another matter. 
In Canada's case, in any given year roughly three-quarters of its total manufacturing exportS 
go to the United States. 

In this context, a key question facing observers is: will trade between Canada and the 
US be affected significantly by a reduction in US trade barriers against its impons of Mexican 
goods'? In particular, will Canadian manufactured expons be faced with increased competition 
from Mexican goods in the US market? 

One can go a long way in answering these questions if an idea can be gained of where 
Canada stands relative to Mexico in termS of competitiveness. What's presented here is a 
general framework that attempts to do accomplish this. 





2. OBJECTIVE OF THE METHODOLOGY: 

Objective: 

To use US import data to measure, for manufacturing 
Industries, the competitive position of canadian 

exports relative to Mexican exports in the US market 

Two points in this s~tcment might seem ambiguous, na.mely 

1) how US import data. which is not classified 011 a producing industry basis. 
is to be used to measure Canadian and Mexican manufacturing industry export 
flows; 

2) what is meant by the terms "competitive position·. 

Both questions will be addressed in tum in what rollows. 





3. DATA TOPICS: 

The sole source of data for this project was a detailed summary of US impons from 
all counaics for the yean 1989 and 1991. Imports from Canada and Mexico and selected 
fields were split Cram these files and wc retained very much what you see OD the lcft side of 
the chart below: for each COUDtry. a list of imported commodities; for each commodity. I value 
and a quantity. 

us IMPORTS FIlE I CAN & MEX EXPORTS FILE 
CQMfJIt CQMIICXIIIY VALIA QUAH11IV CCH~~ YALW 

OIXII 
CNCAOl ., ...... DID • 1 } CNCAOl ., ....... "00 • I· ... 
CNCAOl ., ....... "00 • 1 

MDICO ., ....... flO ., 
1 } MEJCICO ., ....... .. I 1 . ,,. 

UDICO 0110. ...... .. • 1 

The various goods thai are imported into the United States are classified according to 
thc 10000git HarmoDized COll1l!iooity Description and Coding System (Harmonized System ex' 

HS). Tbc HS is a commcvJitJ classification - loods are assigned I 10000git code based OIl 
their component malerials ex'. whem this f~ on their end usc or functioa - coods .., DOt 
classified by producinl indulh')'. 

The maiD cbaIlenp tbeD. wu one of U'lDSformilll this comcclOdil)'-bued cJusifIcadoD 
of US importS into I prodpcin.-induspy-based clusificalion of Canadian apd Mexican expoa1I. 
'Ibis wu achicwcI in two IIepI: . 

1) The first c:Oosistccl in m:ognizinl that US Impons from citbcr. countzy lie 
conceptually equal to eitht2- country'. exports to the US. (Thus, c .... US Impons from 
Canada are die same u Canada'. exports to the US.) . 

2) The sec:oDd step RSOlvcs the c1assificatioa issue: a system of concordancel wu 
developed with which each impolted HS 10 aood was allocated to the Canadian iDdusuy 
that would be primarily producinl it. if it bad bccIl produced in Qlnada 1be indusuial . 
classification that WU used WU the Standard IndusttiaI CassificadOll (Canacfila 1980 
venioa. 4 diP Jewl). 





By assigning each or these HS·based impolts to • Canadian producin, indusuy (second seep), 
and by a shift in perspective (first step), wbal wu iDitiany • statement tA US imports was 
trans(onned into a statement of Canada and Mexico'. industrial output dw wu exWltccl" to 
the United States, classified by industry. 

In proceeding in this manner, from • UDiquc source of data. creatcr con$is~ncy in 
recording the data was maintained than would otherwise have been possible. opening the way 
to making detailed comparisons with a gready min;miztd risk 0( making. cq:oneous 
comparisons. 

The manufacturing industriea contained hi the Canadian Scandard Indusaial 
Classification are shown below; arrows mark the five largest. boxes identify those ~gIed out 
for detailed .study in the body of the paper. . 

Ust of Manufacturing Industries in' the 
Canadian Standard Industrial Classification (SIC) 

~. 

Food 
.... l1li 
Toe.. 
RaMIr 
PtuIo 

LIdwr'''' PMwy .... 
T ........ 
CkIfW'I w.. . 
~~ -'E, .... 

... PMwy ..... _ .. ,......, ..... ..... 
::l&ri:r 

Nan-t, ......... ..... 
....., ......... CIIIII .... ~ 
00. ........ 





4. THE MEANING OF "CO~fPETrrIVE POSITION": 

Having resolved the data-related issues, we can now discuss how these data were 
analyzed (equivalently, what the tenns "competitive position" were dermed to mean). 

In the present scheme, two general concepts were used to measure one counay's 
"competitive position" relative to another: 

- competition: which reveals the extent to which a Canadian exporting indus tty is 
encountering Mexican competition; 

- competitiveness: which, given the above level of competition, measures how weD each 
of these industries is doing. . 

Competitive Position 

Concept 

.. COMPETITION 

COMPETITIVENESS 

Approach 

The Overtap 

Calculated unit 
value comparisons 

Measure 

MOe 

MOPe 

Both measures rely on making detailed commodity-level comparisons of the kind DOW possible. 





".1 Measuring Competition 

Competition was measured with the concept of the "overlap". To understand what the 
overlap is, it's best to begin with its basic underlying assumption: 

goods imponed into the US from both Canada and Mexico with identical HS 10 
classifications (of which there are in excess of 17,(00) can be treated as being 
similar or identical exponed goods that are competing in the US market 

Accepting this premise leads to the following deflllition of the "overlap subset": 

Definition: the "Overlap Subset" 

The subset of commodities that 
were exported by Canada and Mexico 

in the same year. 

The commodities that are competing 
directly in the US market. 

How this. concept can be used to measure the level of competition encountered by Canadian 
exportS is shown· in the followin& worked example: 





The Overtap Subset & the Canadian Overtap 
(Industry 'X') 

us /mj)ot1I 
fromc.nada 

Canadian Ovlftap 

OoofA uoo 
QoaIf 0 . • ,ao 

us~ 
from Mexico 

-------:- OoodA PO 
,a.c lSI 

-------:- OoodO I3D 

Tellt 1110 

""'---- ........ " .. .-
... _.-

The goods that the US impons from Canada, that were allocated to an exporting 
industry 'X' are shown. They. can be split into two Categories: 

1) those that were imponed only from Canada. and 

2) those that were imported from both Canada and Mexico 

Those commodities that fall into the latter category tqgether make up the woverlap subsetw. 
Here, this subset consists in goods 'A' and 'D': they were imported from both countries. 
Thus, the value '0( ~nadjan industry 'X's' total expons consisted of $400, 0( which 5300 
consisted in commodities that were in direct competition. This $300 Is called the "Canadian 
overlap". 

With these fipres, we are in a position to measure compeUon (Le., the extent to which 
Canadian good lie competing with Mexican goods): . 





Measuring Competition 

Vwaat ~~ EIPOItI 
MOe. • . 100 

v ... at T., ear..:r.an E.1pOIII .. . ,00 '" • -.-- • 

Thus. by this calculation, 75% of the value of what industry 'X' expons was competing with 
Mexican industrial output; 25% was nOL This percentage (called here the Moe) will vat)' 
by industry, and allows one to identify which industries encountemf a high level of Mexican 
competition (such as this one), and which do nOL 





4.2 Measuring Competitiveness 

Competitiveness, the second concept used in assessing one country's "competitive 
position" relative to another, was measured with a number of uaditionaJ perfonnance measures 
(which are assumed to be well understood~, and with a new measure (the Mope -the Measure 
of Price Competitiveness), which is explained presently. 

Competitive Position 

Concept 

COMPETrTlON 

.. COMPETITIVENESS 

Approach 

Cak:utated unit 
value comparisons 

Measure 

MOPe 

The fundamental premise underlying this performance mea5lR is that calculated unit 
values can be used to determine, for each competing commodity, whether the Canadian supply 
is cheaper or more expensive. With this in mind, it is possible 10 partition competing goods 
into two sets: 

1) those goods that are, from a Canadian perspective, at a price adVantage 
(more competitively-priced), 

2) and those goods that are, again from a Canadian perspective, at a price 
disadvantage (less competitively-priced). 

A worked example show where this leads: 





Measuring Competitiveness in Industry 'X' 

va. CMIt. v.v. .,.. Qw'& V.V. 

_ _... .,. 7 __ 

.,. 41 1M! _ ,. .. -
Shown above are US imports of competing commodities 'A' and '0' of industry 'X'.' These 
are the goods which we earlier found to be competing. and which were defined as the "overlap 
subset". For each of these goods. it is possible to calculate an' average unit value. Canadian 
Good 'A', appears to be at a competitive (or price) disadvantage compared to its Mexican 
counterpan: each unit costs $20 to impon from Canada, but only $10 from Mexico. Good 
'0' presents the opposite situation: at $S per unit. the Canadian supply is cheaper. Thus. from 
Canada's perspective, good A is traded at a price advantage. good D is not. 

These unit value comparisons can be used to partition, the Canadian overlap into two 
subsets: 

1) the subset of goods at a price advantage (valued here at $2(0), 

2) the subset of goods at a price disadvantage (valued at $1(0). 

These numbers can be used to measure the competitiveness of Industry 'X' if we take 
this industry's value of advantaged competing exports and divided it by this industry's total 
competing expanse The result. expressed as a percentage, is the MOPC. 
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COMPETmVENESS IN MANUFACI11RJNG JNDVSrR.IES: 
CANADA AND MEXICO IN THE US MARKET 

HIGHLIGHTS 

Between 1989 and 1991 Canada and Mexico were amonl the top ftve exporters 
or manufactured ,GOds to the United States. CanadIaD aDd Mexican exports 
accounted tor 26.'" or US Imports from all ·countrles. 

rz.O% of Canadian merchandise exports werecompet!nl wltb .59.4" of similar 
Mexican exports In the US .market. 

Competition between Canada nnd Mexico Involved a smaD seement of Canada's 
largest exporters to the US. . 

Mexican Industries performed better than Canadian Industries In terms or market 
shares, Import market shares" and Irowth rates. 

The main CanadIan Industry Iroups In competJtfOil In the US market were 
transportation equipment Industries, and paper and aWed products Industries; 
whereas the main Mexican lndustri~ were electric and electronic products, and 
transportation equipment Industries. 

CanadIan transportation equipment performed sllptly wone than Mexico, and 
Canadian paper and allied 'Products out-performed Mexican paper Industries. 

The 'main Canadian industries In competldon with Mexico were motor vehicles 
and newsprinL 

CanadIan and Mexfcan industries complemented each other In the US market In 
1989, but Canadian exports raced increasing competition from Mexico In 199L 

The main commodities exported by botb countriet were sumdently dJffereot to 
sugest complementarity In the US market. PreIlmiIW"J ftodlnp indicate that 
Canadian commoclltles were less price competitive u compared wltb MaJcan 
commodities between 1989 and 199L , 





MI 
AL MANUFACTURING 

ADE OVERLAP 

% OVERLAP 

TRACE OVERLAP. 1989-91 

37.1 46.9 





WORLD'S LARGEST EXPORTERS TO THE UNITED STATES 
1989-1991 

Japan 
Canada 
West Germany 245 

Taiwan 25.2 
Mexico 19.6 

US Imports from all countries 417.1 

17.9 
6.0 

6.0 5.5 
23.2 4.7 5.4 

427.2 100 1 





CANADIAN AND MEXICAN EXPORTS IN THE US MARKET 

1989-1991 TOTAL CANADIAN TOTAL MEXICAN 
INDUSTRIES ._- EXPORTS TO THE US (SUS MIL) EXPORTS TO THE US 

1989 1991 1989 1991 
Food 1,641 2,039 507 664 
Beverage 541 580 236 245 
Tobacco 33 140 5 4 
Rubber Prod. 794 902 116 90 
Plastic Prod. 620 706 134 183 
Leather Prod. 95 82 251 249 
Prim. Textll •• 220 364 116 139 
Textile Prod. 171 201 143 237 
Clothing 242 297 582 893 
Wood 3,978 3,579 208 240 
Furniture & Fix. 1,~ 1,133 535 660 
Paper & Allied Prod. 9,251 8,452 370 105 
Printing & Pub. 408 349 36 67 
Prim. Metal. 6,845 5,973 1,022 620 
Fab. Metal Prod. 2,534 2,355 736 831 
Mach"'." Ind. 2,869 2,fIST 670 681 
Tran .. Equip. Ind. 30,591 30,520 3,567 5,329 
Electric & Electron. 5,238 7,238 7,s:n 8,903 
Non .... taDle Min. 811 780 515 507 
Retlned Petroleum 1,795 2.232 220 251 
Chemical a Chem Prod 4,027 4,152 584 688 
Other IIanuf8ctui1ng 1,568 1,718 . 1,238 1,591 
Total Manufacturing 7~501 76.406 19.607 23.176 





- --
SHARE OF TOTAL OVERLAP IN TRADE BY INDUSTRY 

INDUSTRY CANADA MEXICO 
1981 1991 1181 1111 

Food 1.7 2.0 1.1 1.1 
Beverage 0.7 0.7 1.1 1.2 
Tobacco 0.1 0.3 0.0 0.0 
Rubber Prod. 2.4 1.8 0.1 0.5 
Plastic Prod. 0.8 1.1 0.5 0.8 
Leather Prod. 0.2 0.2 1.8 1.4 
Prim. Textiles 0.3 0.5 0.7 0.7 
Textile Prod. 0.3 0.4 0.7 1.1 
Clothing 0.7 0.7 4.7 1.0 
Wood 1.1 1.0 1.2 1.1 
Furniture " Fix. 0.1 0.8 0.2 0.5 
Paper" Allied Prod. 21.2 15.8 3.4 0.7 
Printing" Pub. 1-.2 0.8 0.3 0.4 
Prim. Metals 14.0 11.8 8.8 3.8 
Fab. Metal Prod. 4.8 3.9 3.7 3.8 
Machinery Ind. 3.4 2.5 3.1 2.5 
Trans. Equip. Ind. 29.8 33.3 13.2 27.8 
Electric" Electron. 5.3 10.4 40.1 34.8 
Non-Metallic Min. 1.8 1.1 3.2 2.8 
Refined Petroleum 2.6 5.0 1.2 1.5 
Chemical & Chem Prod 5.6 4.2 4.5 3.5 
Other Manufacturing - 2.1 2.0 4.4 4.8 
TOTAL 100.0 100.0 100.0 100.0 





CANADIAN CONCENTRATION RATIOS BY INDUSTRY 
AVERAGE 1989-91 

Percentage 
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CONCENTRATION RATIOS BY INDUSTRY, MEXICO 
AVERAGE 1989-91 

Percentage 
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TAL<!..E ~ 
PERFORMANCE INDICATORS FOR CANADIAN INDUSTRIES 

JNQY~TRY._: ... -.-.~.:.::.' .~~~.:. MARKET SHARE ~'~.:-;; IMPORT-MARKET 'SHARE-~.~ 
~.!~ ... ;:-.:~'~: .. ····~~?:·~.'f·"::· ~~- 1989 (%)··""·~!.'1·1991 (CJ&)-~ 1989':(96)'t\i "'~h 99 t"l"")":~~·' 

Food 0.06 0.07 12.57 12.38 
Beverage 0.02 0.02 . 13.8' 13-'4 
Tobacco 0 0 28.36 31.32 
Rubber Prod. 0.03 0.03 18.84 20.26 
Plastic Prod. 0.02 0.03 19.24 19.61 
Leather Prod. 0 0 0.8 0.81 
Prim. Textiles 0.01 0.01 5.58 6.89 
Textile Prod. 0.01 0.01 . '~4 5.56 
Clothing 0.01 0.01 0.94 0.86 
Wood 0.1.4 0~12 66.14 64.24 
Furniture & Fix. 0.04 0.04 22.38 22.71 
Paper & Allied Prod. 0.32 0.3 74A 76.1 
Printing & Pub. 0.01 0.01 21.44 17.07 
Prim. Metals 0.24 0.21 31.17 28.3 
rab. Metal Prod. 0.09 0.08 15.4' IS 
Machinery Ind. 0.1 0.09 10.77 . 10.56 
Trans. Equip. Ind. 1.06 1.07 32.3 32.4 
Elecuic & Electron. 0.18 0.25 6.4 7.7 
Non-Metallic Min. 0.03 0.03 13.93 13.73 
Refined Petrolewn 0.06 0.08 13.34 15.02 
Chemic:al & Chem. Prod. O.IS 0.1' 19.23 18.68 
Other Manuf:lCturing 0.06 0.06 3.88 3.86 
Total M:mu{octurinq 2.61 2.67 18.1 18 

GROwm.RATE I 
1989 -·-1991 (%) 

24.:1 
I 

7.28 
330.0S 
13~2 

13.53 
-14.48 
65.64 
17.35 
22.54 

-10.06 
-8.~5 

-8.63 
-14.32 
-12.74 

-7.005 
-8 .,-_I 

-O.~ 

38..32 
-6.16 
24.33 

3.10 
9.i3 
1.19 
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PERFORMANCE INDICATORS FOR MEXICAN INDUSTRIES 

INPU~-m'(:~.~~ ~~''" MARKET SHARE" ... ".~::~ 1MPOR~lUCBT:~:l.aa~. OROW1lfRATB' . . -- .. ..... _ .... 
1989 (~) .. -'~ 1991 C,.) ~. ·l989·{,.j;';'~ 1991.oo._~ 1989-91 ("') .", ... -" . . . -.:. . ...... ';-_ .. .;. . __ ...... ;. ... ~""::-:-

Food O~ 0.02 '.US 4.63 31.0 
Bev~,e 0.01 0.01 6.05 6.32 4.0 
Tobacco 0.00 0.00 4.37 1.73 ·21.9 
Rubba' Prod. 0.00 0.00 2.78 '.2.36 ·21.9 
Plastic Prod. 0.00 0.01 4.14 5.22 36.6 
L.eaaher' Prod. 0.01 0.01 2.11 1.89 ~.9 
Prim. TOJtUl~ 0.00 0.00 U4 3.09 20.2 
Textile Prod. 0.00 0.01 4.52 6.66 65.6 
Clo&binl 0.D2 0.03 2.27 3.28 53A 
Wood 0.01 0.01 3A2 4.32 15.6 
FumiNrO " rlL 0.02 0.02 9.76' 12.05 23.5 
Paper " Allied Prod. 0.01 0.00 3.00 0.98 ·70.9 
PriIuiD, " Pub. 0.00 0.00 . 1.88 3.40 88.0 
Prim. Melals 0.04 0.02 '4.65 3.29 ·39.3 
Fab. Metal Prod. 0.02 0.03 4AS 5.12 12.9 
MKbinery Iud. 0.02 0.02 2..52 2.82 1.1 
TraDS. Equip. lnd. 0.12 0.19 3.77 5.66 49A 
Elecaic " Eleccroa. 0.27 0.32 9.57 9.94 13.7 
Non· Metallic Mm. 0.02 0.02 8.87 9.19 : ·1.5 
R.ef'med Petr'oleum 0.01 0.01 1.64 2.01 13.9 
Clcmica1 & Clem Prod. 0.02 0.02 2.69 2.88 21.7 
Otbu Manul.cturina 0.04 0.06 3.12 3.65 'rI.7 
Total Manufacmrinc 0.68 0.83 4.70 5042 18.2 





CA.NADIAN SHARE OF US MARKET 
1989-1991 AVG 
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MEXICAN SHARE OF US MARKET 
1989-1991 AVG 

Percentage 
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MAIN AREAS OF EXPORT ACTITIVY WITHIN TRANSPORTATION EQUIPMENT 
INDUSTRIES GROUP 

INPOSTRY 1989 (%) 1991 (%) 
CANADA MEXICO CANADA MEXICO 

Motor Vehicles 64.7 9.8 _0.1 87.2 
Motor Vehcle Engine & Parts 27.9 58.8 18.4 17.8 
Motor Vehicle Fabric Accessol 0.8 24.7 0.4 12.1 
TOTAL INDUSTRIES 100 100 100 100 

MAIN AREAS OF EXPORT ACTITIVY WITH THE PAPER AND ALUED PRODUCTS 

iNDUSTRY 1989 (%) 1991 (%) 
CANADA MEXICO CANADA MEXICO 

Newsprint 94.0 35.5 92.8 46.8 
Coated and Treated Paper 1.4 1.0 2.7 6.3 
Paper Consumer Products 0.6 59.7 0.8 32.4 
TOTAL INDUSTRIES 100 100 100 100 





MAIN EXf'QRT COMMODITIES 
CANADA 1989 

·"d , ii.t 

'Paa II 

PRICE COMPB1TI1VBNBSS 
TRANSPORTATION BQUJPMBNT INDUSTRJBS 

CANADA AND MBXICC>. 1989 

-A-VO. -l'RICB "PBR"UNTI! 

13 119.6 1 403.1 

1 97.6 5017 

1.607.8 928. 
1479.8 732.9 

2.1 4.5 

, , 
1123 

663 
594 
385 

14283 

MAIN BXPQRT"COMMODlT1ES' ~ ~I~: . A WRAOB PRICE:; I' 
MEXICO =i989 .:'.-~..;;:..::e-::~ .•• :;.;, .. ~::': CANADA·,:,~:.=om: ME 

1607.8 

7.5 
2.1 

CANADA AND MEXICO. 1991 

MAIN EXPORT COMMODITIES .. ,,~ :!" Ava.' PRICB PER UNrr.~ 
ADA -. ·1991 ".:- '.. . • . :-~ CANADA .~1 : .. i·,.:-;' MBXJCO 

Mocar whicles for loods transport 
be&weal 2.5 and 5 metric toni 

Mocar wbk:Ies for penoo uaaspon 
whh Ie ... erior volume bccw. 2.8m-3 ... m 
o.a--lpIdt ipitioa reQprocaUDl or 

Inremal combut. en ines 
McMar ~ for penoa uanspon 
with 8ft inserior volume lell than 3.4m 
TOTAL COMMODITIES 

14.985.0 13269.1 

9189.3 

628.6 
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