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INTRODUCTION 

' THE comPTrrIVE.bHALLENGES<F:ACING CANÀDIAN INDUSTRY IN THE  1990s, IN  BOTH' 
' ' the daniestic and international Markets;  are the issues addressed in this paper. 

The world is Changing,in fundamental WaY s. Globalization  of  -ecanoMic  production,  the 
formation of  trading' blocs, and  rapid advanCes in jnforinatian and other -technologies
tiee changing the_ifv,ay  business  is çarried out  ,Th'eSe international changes-create new . 	- 

 challenges for  Canadian,indüstry,and  managers, but  alsdnew opportunities for those 
Who -adapt quickly  and are  able ta'build,,on , their 'strengths: Falling,behind is ,not an, 

:option if Cana 	 of  living, ability to çeeate,reWaiding jobs, -enviraniment _ 	, 
- and quality of life are to'13e Maintamecrcie enhanced.- 	 ' •- 	 , 	- 

Ovet -the:.lasthalf-decade,: ,Çariada s ragg.regate 
ecônoiniiierfoinianCe ha'S been;'s trOng.  GrOW,th  in ; • 
reat Ontptif 
inerit . cre0.tion,.outstripped,•,thè.-perfogrianc,.eldall,-, 

, 
..'in:thel9 80S  oui  pioducttyity peifoirnanceT 'deter 

anada'S:.interniOneeèmpetit sive::: 
a,.ric'Veallindinto,:cluéStiOn 

' 	- 	--• 	• 

This  i  estructui ing is ir?...rrespons'es to -signifi, Cantly. in  
e'rea'Sed, international cOinpetiti\ie piessuLes  as  
inarlïetS  ale  hbei alized, both intei nationaily an•e;11-- 
-tegibnally The,recent recession 	 acceleiated , 

t_rad, 
cOritinUeS7to,'g"1:6 -,n; 

Cariadiari•-in'ciuSt;:y-' -t'O'eOritinue, tO reap:-  the  benefits 
it_;,S,udeeedfs. :in 

S-trêné'thening'' ,'itS'icOiniietitikerieSS  in the 1990s„ _r.  
yIeWed by 

eStoi-S,as.:an'exéellerit' COUntry' . in\y- 
. is.seerito possess...an excelleht:qu_ality  f  life, -, 

abund irit 'n'atUt-  al ...:resOurcei';:.. .a, stable Politie.  
frièrit; a ÉOlefant:and:-hOsPitàbi.e . sodial-enigontrient, 
an 	

_ 	, -.„ . 'edikated  and  rriOtiated W,Orlç. force;  a  systein :o „ 
e'tSiti• eS;:hfgh.ly : SO`p'hiS:tiçatedplilic:',à•  

private infr.as'tftietùre;-and-Pieferèritial.dc .ceSS -.t6;the,-..s . 
tai.ieSt'`and'inOst-prOsper. o. 	market 

discusiOri Paperfo'CiiseS 
.p„. Se'etoral.: .,perspecti‘ie, andis  intended -

to çontribUte'.,io.  

ebinpetesti,C_CeSSfülly,:e home and, 
Stoad;.'•\:,\Àilich -T.in tuin depends  on the  willingness  of  

kense;o,   paitneiship , 

The issues on  which, 'a,  d0i.ic,è and palticipation aie 

'Ieinà',46ught 1t to - 	” 
'thé„„key'elern'ents -̀ ,of,Çan;  aç[a, 

ftituie i„-OsP'efity',•ideiitifieclin:P;rpPerity Through 
issties.are:-h„.urria.ii'.resot  

— firiaricirig.siny'est.inent„ 
‘ps'çç'• 	 ai-'1cletS and,:ti'ading ielationships  

The  fundainental ,  faCtOrS irifl,neriCing;„the-,dorrnpeti:, 

v-éis' 	
antifae' turing`and :  

aie "- dsen't' iïied;',,eàe.a,—;O.i'lltlie-se.,...analyiSes;.  the  papei 
ISO atteiripts to identif'y,:•-,fOr‘ -discisissiOn-Purposes, 

the  rnajoi  issues and challenges  that stakeholdeis  in  
,èànada,'s /f1._iture'•,prosp'eiiiy,i-ïeed to;  addiess  in th 

'19"0 	;•Strei-igthen : ther Intetnation.à. 1s,,  
erieSS;-Of 	 s 

 Challenges;:',identified•froin_ 
aieto 
•

• 	 didt&strategiqs; déVelop-'-and irn.plernent,,,fiew 	, 
' 7-appi opi' .. te.  to-an ine'reaSingly. ,-,-coi‘n.petitiy,e,g161.?:42. 

 ..,.-enyirorunq 	• 	• 	.:e-s-c3tirc'ehgse •  -CesSes , Of  oui  S trong 	_ bUild 	 , 	
ààù'f•a-ctstiting,„,,,:;„ "àfia 	 „1,71-1, . industr„ie i , 

 inidnstrieS;-f • ; 	„ 	. 

•-industi ies  and  entelp i , 
lifikaÈèS_ainoug seivices  and  

'"• 	âIPP-6-Ï7t -(1 	 .  
titiyeness, 
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Prold'UO.tiOn  of mole highly 
fabricated ;  and highéf-Valtie,:added'..gbodS.and; ',.. ,, -.- ,:.. :: ,'-.. 
seivices 

	

0.. increa-se. ignifiCantlyeariadia.n-,iriVe.stineritÉ-, 	.-, 
' 	R&D,'"bnild iipcirrour ftIerigths'in  the pioduct- 

irinovation 	pérfonnarice: in., - - 
'• the •déVéloprnefir'.anddifft4On'Of ,prôçéss  and 

• 'develop and iinpletrierdeffeCtié Tbrraf Quality 
.Managernent -appribaélies'tO - ëhieVing connnuous 
Sb[liality.and productivity irnprovernents lnseiv ing  

'custolne is, 
'.• deVelippiniirful ddines..tie  and  internat ional 1411(4es 

_ 
 

and  partn.erships.aniOng,Çanadiari, 
phér§;and 'enstomets, --.and Centres 'of techtiological_.., 
ocperti-§ei;.  

• treilgtfien. signifiçântly.,Mvé5tinent,in;1-iàtnan,.:,: 
-tesouice cleveloprnenr, ,inclUdirig the training  of  

-. the  woik foice  and the  deveroPMe.' fif:bf MOre'e'ffee:-; 
tirye ,training .apPribaches and;_itifi -•asn:uCtifres 

' • diniantle, interprOvincrial'bàrriers to tradéand -ihe 
mobility  of labour to aChieve>'à 'riariiinat'ebôrionly ;  

• truly Open  to all"Canadian industrial ,-enterprises--. - , 
and workeis, 

.'di.furitietreducebarriers..:.tb 
--A.Méricari . and oVer5ea,Markete .and. 

•• d,eVelop, à sti-éwig sense Of national ptirpOse.and':: 
partneieiip, ainong . all the .srakeholders ;  in Canada's 

, at all levels', educational intitûrions;• and 	,  

é 

the,iiiii-posé,ofihe,ipaper.r.iS;ro -act as  a :Catalyst,.-to__, 
spui discussion in  'order ,t,o7ohtaiii: 

On 'whetl-,i,er' the',Éight  issues have b'een identi 

fled and -`ori-‘, what n.ew: .approache :àrj:d.'partnership's 
are  téquired,titi addreSs',thèse,isueà:more , effective y,in... 
th&fiitilre r,,orisultatiOns--i,V,i,lt,providé A  significant 

"s"ectbraï;persPe'btïé,- -pb`teriti.al..ne'v apPrOaCheà  and  
.OPPOrtnnitie's,fOr'Partriers'hiPs' ,. eapable'dCs- trengthén.,.•,'5,. •  
ing  Canadas  .cOrnpefitive;peifOrniance' in the
All s.-stalceholder ir.i ,Ça,riada's .  future , prosPeriti;  iy".1“St: ,  

• 

„.. 

; come: throne grandià'se:,seherdes; 01 solutions 
gO\ieininérifs': . Governinerirs'.clearly 

tb,o. 
much govenmen diiection  and  cody nevv, 

`More harm. rhansbOd.:•ProÈüésà 	 ; 

	

-t :Of alar 	'." 
„ 	 , 

thiough the ..cumulative » 	g 
bei  of  diè-isé''dharige ..elfianges,'Made •pOssible'. 
by thede1ibera te invest  ment of  dine . rabney.K's 

....'and - energy byi-riranY indiVidnals; OrganizatiOn§, 
andfiirns indeed: âiVen' the  'c6M61e;city and:r" ,' 

--'‘Vide'Variety`Of. thé initiativesT,fbat. are needed, 
.1" . 	 ' 	• t,....ose.outst e government ra ce on 

:ifiajot re5porisibillitYfeir'the -,-ehanges', -reqn.irêi 
•-,w_e 
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à In a giebal éconerny,' the only.làstirig S'eCurity is found, in 

, being eOmpetitive." 3 '• 

For a ,firm cempetithieriess : is'.t4;abiljti to  design 

 :rdeyeloP,,ManufaCtùre areinadçet'15"roducts, at home and 

in ›bther . nàtipii's in Cormbetifiôit Witii:otherfiriiris. 	â 

'rnatien,rit means doing all thiS SyithOut d declirle,in the real, 

; -;stand`ardS'. Of living of its-itizens. This'yriefanS for gekinCed 

nations 	[prOviding] the- risirig:predUe,tiviiNt and  superior 

prdduct 	thàt rriàleS'gOodS frorn -hidh-wàgè:nationsi „ „ 
[sti .e. h  as Canada] attractive and afferdàblè." 2, 

CANADA IN A CHANGING WORLD 

TI-11E‘LAS:17 piÉÀDE :WE,t4yet;r:stSEt.i,Pit.0,F.OUND:SeiFES IN'THEIN'ÉERNÀTÉONÀL 
marketplace  The  globalization  of market 

. 	 , 

fcWc'è -; 
the 	 capital 	 the  . 	.  

riSleig n:!impOrt:canceesf:the néwlyindustilidlzé4 nations,haile,a111 , coinktined te:effeet,,, 
radical change 	 éiCii1OMY.:theàë.'çiikirigé-s are - forcing  adiustment ôn' all 

industrialized  nations,  including  Canada ' 

trhe .:Wcirld 
With hnpoi  Mût Imehte atibus •-'; 

foïCanadâ  

. 	. 

	

... 	. 
' 

	

	' ' '1,-fairly-'.-i'éCeiitly, c.,O.  ‘1.'-ii:Pani:esW e‘i-.'e,-s.'ïtri-'1a_t,,é.„51,f_.i:',-...1-,-.--:,:::,.. 'n the ii  home  countiies,  international  economic 
fi s 11;etWééri. -Couritries, 

à 	
, .', ' • .,- ''' ."- 	''aSed.-P.P t!....--, ..qw-- 	

'-"'-`--i7é',-i-éla,.;.':>','-- 
,,,.., , 	......  relations  wete h _ . 	d_, a,.érapt,i5i.iniçiilzs,..y  .:...- • 	 i-id dbrnestfè,:,1,)- -i-v'eSti-nent  and 	, ,, 	,   

t '
-1 ‘ 1 . SeCure:, -T,Oday.,- .1-i, ew,ii-iduStrial.-,Structu7reç i 	n  

the  conte)ft of aç 	

is,'.foriini-:-....f. 
-' h.7 Y  ...,I--e-cili -53,1p-- ;-9,:à:t i,d_ii.‘,1_-.1:h. .0,,t  vi2e,r  natio..nal.-i-rianc... ets  

' in' the , 	, .',:---,'. 	:-.• • z 	: 	hi-é -drig c omPe , --.  ' 	, 	., . 	- "' -tithie'adai:i-tg, . ., ..., . 
'-' ià ' • rketp-  laée; iP,.9hal - -  `-- - — làba.17.n,-Y- •   -:-?hecot01  

lle
'g 
. '   i-nà 

	

andes 	ttel,-..,  ' -:. 	.-- leSs-.‘thanjpill-ià,' t.erni.„,,strategic,con...is,i ,   
eratic,%-;_: : --',,,?,---- d .' 'tivity,pefforrharice;.the aya,_!::,;__,,, ,: .,,.., . 

- l't 'Of S.killedlà. hàrit', .̀,aStahleecono.:mivi, ic6r.ètr-1,....:1%-oii-ITI:70r, e. ;„,-:,. ,;  
t_nicties», 	,..) 	,, .. : ..., 1-.ahlpiel.'"IiitY:and àdïc...e,é,sto 4y- ',nia):. k,e 

-iti- l' v-:e'st:m  .--'-e' n- t"_-.ffrjw_ s: arei..follb-Wing„.  t:t,a.;c1,..e.",: .1)..., a. té. ,, , ,, f›,..ti,..- -s. .,'-t9-.01-.  g%e-. -iini:. ,..,"'.2,,  - -'' - -• 	j. 	-'. ' 	's , n.j.Fs use,.,cap ital‘ . 15' tit'titeu.f.Qt--.thel:q? 
a  cbmpa --,, 	i ' 1 1' s- hi:d-ils ripy , 

 ,  sti-, § -- . , - -- --,.;- -1,...'- - n  -- mg, oge. : -,„ „. aCcèSs : to IceSr..m qr-,-. .,,t ,d tec ,- 7. t;.1\.,7.,; , tt- r, i,b,i_lt: es .,aid,riv,e,,,,:  : 
• . ' '''' › 	 '. .'"Iiii-ièi-it; 'die cOrn_peti•.,.., .,, 	,,. , . _:•••:e,riyiio.,, 	.; 	........ 	, 

attractieness, of:- 'Otir",àoirreSti.è:. -,.9":»,-.)-5.3i7 'Ai.-- iii--1-z- iii:, c1-:a-- è% ...-17,.,,: i-';  ingly",déterrairie• , 	. a.:13,.:.1, 1,1, t,Y,; :._:6s. ,ut.,,i1,-1.:',9, 1,1, 1,;.--1 ,
i 

 ,-1w_...,,. -g:-. ,•::: :,:rsil.-_, d  standaid  of lirf-i 1-7.1-e:,  

F'uithcise of the- C.D., 1-loÇvé Institute  

2:iûS: Congress Office of  teChnologyÀsse`ssinent - SpeCiel Reperu. 

1 19881, 	Bill: Meir; ufachiritig Onci 

..."'At.the,"sarhe time, téchnology.is chariging 
›, .and. the .eaSe and iSpeea with which infomiatron  ana, 

incréas-,, 
ih.ese'tréridS are -alteririg:the very-.. 

na.ture,'Cif-theprôduct's', beirrg. tiaded. in the 
maiketplace 

, 	. 	. . 	 • -.‘• 	, 
Resoiirce-haSe,d:trading relationships ares  

giowing1• u ; less, rapt, y  than  in the  pas,, ;  as irtipiov,e,, ,  
eXtraçtiOn 

'knowledge  intensive  pioducts  and otheifactbis ' 
redhée 'thé déniai-kt for .prirharr -prOdhcts':' Tri addition, - 
pi':OdhCtion-and:.e)cploratiOnTcostS, of 'e)osting resource-
1„Dased ei‘pOrters are rising and:they face  stipng 

'.conapetiticjnfroirt neW 	 . 

On the'Othet hand, as:inéorneS 

foi niOre sophiSticatécl end" prOduCtS:'1Iritreasingly; the 
•_economic trariSfonnatiOn.hf 'the :newlyindiistrialized- 

to•,à, geôgraphiç‘shift in' industrial 
and Latin  Ameiican cOhritrieS are-. 

j -  now,:-ProdUcing.hiany inarihfaCtrired'Prodùcts ,  that:: 
 Were  once the sâleipreSer-si:e 

, The natte 'of 'cotripetition also is shifting, withan -' • 
bad-eàsed emphasis  on  quality prodnetion. ApprOàehes 
such as.T.Otal'Quality'Mariagerrient,piOrieei'éd'by the  

JaPariese,' are.airried',at,,ContinuOtisW enhaneing.-prOd -; 
theéustohier.hy'reciiiiring:à11: . ::: 

ihnetiOnal unit; Within :the orgarrizatiOn -  planning, 

marketing, finance and éùstOrrier . serviCeS::tà.worle-s - 
coopeiatively •-. 

.- --TheseehangeS 1.--neari:grèàtèr Inteniational cornpeti-- 
non on,a1I,froneS',:a.7 -erV- -éédi-iOrhy in the -:World,:is 	- 

:COmpetitive .  challenges If We -are to 	. 
:-.; 

sEMInRALTET{§pçnyv 
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CANADA IN A CHANGING WORLD 

change, we must adapt quickly to the new global real-
ities. Our responses must be innovative and forward 

looking if we are to increase our prosperity. 

Canada Also is Changing 

Canada's prosperity and high standard of living are 

rooted firmly in our wealth of natural resources. However, 

to sustain our high-wage economy, we must continue shift-

ing to ever higher value-added goods and services and 

produce the highest quality products possible. 

Our economy, like those of many other industrialized 

countries, is shifting away from the goods-producing 

sectors to the services sector. This is partly because 

the distinction between goods and services is becom-

ing less clear as manufacturing processes integrate 

a broader range of sophisticated service inputs. 
Although the primary and manufacturing sectors 

account for a smaller share of the economy now than 

they did in the past in terms of output and employ-

ment, they are continuing to grow in absolute size 

(Chart 1). 

Over the last 30 years, the structure of our 
manufacturing sector has been shifting to more 
sophisticated, often information-based end products. 

For example, the transportation equipment, and 
machinery and electrical products sectors have 

increased their share of total output, while the food, 
forest products, and metals and minerals sectors' out-

puts have declined (Chart 2). Nevertheless, Canada's 
broad industrial structure still relies more heavily on 
resources and low-value-added manufactures than do 

many other industrialized countries. 
Our exports also have been shifting toward high-

value-added products. Even so, over half of our 

exports are still in primary and lesser-manufactured 
categories (Chart 3). On the import side, we are 
heavy importers of sophisticated manufactures such as 
machinery and electrical equipment (Chart 4). 

World trade in services is of growing importance, 
accounting for an increasing share of econornic activ-
ity in virtually all markets. Although Canadian 

services trade, in contrast to global norms, is not 
growing as a proportion of total trade, our export of 

business services is expanding rapidly. In addition, 
most of our goods exports rely on producer services as 
key inputs, partly determining their success in 
international markets. 

CHART 1 
CANADIAN ECONOMY BY SECTOR 
SHARE OF GDP (VOLUME)* 

*Pie size difference represents the growth in the economy. 

Note: Numbers have been rounded. 

Source: Statistics Canada. 
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CHART 2 
MANUFACTURING SHARE OF TOTAL GDP, BY INDUSTRY GROUP 
(Constant Dollars) 

Percent 

1111 1990* 

1961** 

Food 	Forest 	Metals and Rubber, Plastics 	Clothing 	Machinery 	Transportation 	Other 

Products 	Minerals 	and Chemicals • 	and 	and Electrical 	 Industries 

Textiles 	Equipment 

*In 1990, total manufacturing generated 17.9 percent of GDP. 

**In 1961, total manufacturing generated 19.1 percent of GDP. 

Note: Numbers have been rounded. 

CHART 3 
CANADIAN EXPORTS BY SECTOR* 
(Constant Dollars) 

1971 	 1989 

*The difference in the width of the columns represents the growth in exports. 

Note: Numbers have been rounded. 

Source: Statistics Canada. 
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CHART 4 
CANADIAN IMPORTS BY SECTOR* 
(Constant Dollars) 

*The di fference in the width of the columns represents the growth in imports. 

Source: Statistics Canada. 

Canada's Structural Problems 

Canadians have long recognized the limitations of the 

small size of our domestic market and have responded by 

making trade a cornerstone of our economy and prosper-

ity. The small size of our domestic market, in combination 

with our traditional reliance on low-value-added resource 

industries and our high dependence on exports to fuel our 

economic growth, makes Canada particularly vulnerable 

to changing international trends. 

Our domestic market does not, as a rule, allow our 
firms to grow to world scale (Chart 5). This restricts 
our ability to produce high-quality goods and services 
more efficiently and at a lower cost than our competi-
tors. For Canada, efficiencies associated with large 
size and diversity of activities come from exporting to 
other markets (Chart 6). 3  To circumvent problems 
associated with our small size, we can produce 
innovative products for niche markets — products 
that are less dependent on low costs and efficiencies. 
In either case, access to world markets is critical to 
remaining competitive. 

3  Export orientation can be measured using either current (nominal) or 
constant dollar (volume) data. The two measures correspond exactly 
only in the base year of the constant dollar data. Volume measures are 
preferable as they adjust for the impact of price movements over time. 

The Canada–United States Free Trade Agreement 
(FTA) is a major step toward reducing the limitations 
imposed by the size of Canada's market, but it means 
that competition for market share will intensify. 

Our Declining Competitiveness 

Canada's overall competitive position ranks fifth among 

the 23 largest industrialized countries according to the 

1991 World Competitiveness Report. 4  Our position 

remains unchanged from 1990 but is down from 1989's 
fourth-place ranking. Our hold on fifth position is due 

primarily to the relatively poor performances of countries 

ranked immediately below us in 1990. 

Clearly, the report shows, we have a great number of 
changes that can be made to improve our competitive 
standing, changes required to safeguard our high stan-
dard of living. According to the report, the bottom 
line is we are not sufficiently outward or forward 
looking, or risk or investment oriented. 

4  The World Competitiveness Report is an annual report on competitive- 
ness produced by the World Economic Forum and the International 
Institute for Management Development, both based in Switzerland. The 
1991 Report is the eleventh edition and was published in June 1991. 
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CHART 5 
GDP 
G-7 COUNTRIES, 1989 
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*These figures are rounded to the nearest 100 billion. 

Source: OECD. . 

CHART 6 
EXPORT SHARE OF GDP (VOLUME) 
SELECTED G-7 COUNTRIES, 1960 to 1988 
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CHART 7 
LABOUR PRODUCTIVITY — MANUFACTURING* 
G-7 COUNTRIES 
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*Output per hour. 

Source: U.S. Bureau of Labor Statistics. 

The importance of remaining competitive cannot 
be stressed enough; it is the only guarantee for our 

continued economic well-being. This is why our 
recent low productivity growth, coupled with strong 
domestically generated cost and price pressures, are 
especially disquieting. 

The growth in our manufacturing labour produc- . 
 tivity5  has been the slowest of the 0-7 countries 

(Chart 7). Our poor productivity growth is allowing 
our international competitors to catch or surpass us, 
even though the level of our productivity is still 

relatively high. 
Canada's poor manufacturing productivity growth 

relative to the U.S., by far our largest trading partner, 
is not confined to any one industrial sector or even 
to a closely related group of sectors. Canadian perfor-
mance has fallen behind in sophisticated high- 

5  The productivity measure used in this paper is output per unit of labour, 
referred to as labour productivity. 

Labour productivity is calculated as a composite of total factor produc-
tivity (TFP) and the contribution of capital to output. It is, therefore, not 
concentrated on the efforts of labour alone, but includes changes in 
technology, training, investment and management. Labour productivity 
data are readily available and internationally comparable. 

productivity-growth areas such as electrical products, 

basic exporting industries such as paper and allied 
products, and relatively low-productivity-growth 
sectors such as petroleum and coal, and fumiture 
(Chart 8). This suggests that  solutiorth to the produc-
tivity problem are likely to reside in a broad range of 
factors rather than in narrow conditions specific to 
particular industries. 

Some industries that have achieved relatively 
strong productivity growth, such as wood products, 

have done so through heavy investment, which 

increases the amount of physical capital available per 
worker. Yet, productivity increases resulting only 
from investment are not sufficient.  They  must be aug-
mented by improveménts in productivity that arise 
from better technology and enhanced labour skills. In 
this regard our record is not impressive. 

TFP is another measure of productivity, used especially when discussing 
the aggregate economy. TFP measures the e fficiency with which labour, 
capital and materials are used in production; however, it must be 
estimated rather than measured directly. As with many statistical estima-
tions, there are differences among experts on the appropriate estimation 
techniques. More importantly, comparable international TFP data are 
not usually available on an elementary basis. 

At the aggregate level of analysis, the two measures tell the same 
story for Canada, that is, productivity growth slowed dramatically in 
the 1980s. 
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CHART 8 
CANADA AND U.S. MANUFACTURING 
PRODUCTIVITY GROWTH: 1973 to 1987 

Percentage Point Average Annual Difference 

CANADA: SECTOR'S PRODUCTIVITY GROWTH MINUS 
TOTAL MANUFACTURING PRODUCTIVITY GROWTH 

*Transportation Equipment calculated for 1977-87 period. 

Source: S-810 data base of OR! Canada. 
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Similarly, in order to sustain competitiveness over 
the long term, real wage gains must track productivity 
improvements. Countries with strong productivity 
growth have the scope to increase real wages without 
reducing competitiveness. In Canada, real wages have 
grown strongly during the period when productivity 
increases were weak. As a result, our manufacturing 
unit labour costs, which measure the cost of labour 
required to produce a unit of output, have risen con-
siderably faster than those of other G-7 countries, 
with the exceptions of Italy and France (Chart 9). 

Indeed, unit labour costs in a broad selection of 
Canadian manufacturing sectors have increased faster 
than in corresponding sectors in the U.S. (Chart 10). 

Given the difficulty in keeping our costs in line, it 
is not surprising that our wholesale prices also rose 
faster during the 1980s than those of our two most 
important trading partners, the U.S. and Japan 
(Chart 11). 

All these indicators tell the same story -- we must 
eam our high wages through productivity improve-
ments so that we can continue to maintain our shared 
economic and social goals. 

The Government of Canada — 
Setting the Stage for Improved 
Growth 

No single policy can assure our competitiveness. The 

principal task for the federal government is to get the 

fundamentals right — something it has been working 

toward since taking office seven years ago. 

With the introduction of the Agenda for Economic 
Renewal in 1984, and associated policy measures, the 

federal government set the foundation for a strong, 
competitive and outward-looking economy. To date, 
the Govemment of Canada has gained improved 
access for Canadians to the world's largest market 
through the FTA; removed the market distortions 
caused by the Manufacturers' Sales Tax through tax 
reform.  ; removed unnecessary restrictions by deregul-
ating areas such as energy and transportation; and 
improved the balance of private and public-sector 

activities by privatizing Crown corporations. It is 

continuing the fight against inflation and the deficit. 
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CHART 9 
UNIT LABOUR COSTS — MANUFACTURING 
G-7 COUNTRIES (DOMESTIC CURRENCIES) 
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CHART 10 
CANADA AND U.S. UNIT LABOUR COST GROWTH 
1973 to 1987 (Domestic Currencies) 

Percentage Point Average Annual Difference 
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*Chemicals calculated for 1981 to 1987. 

Source: S-BID data base of OR!  Canada. 
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Besides measures that improve directly the health of 
the economy, the federal government is also imple-
menting actions conce rning the health of the 
environment. 'Through the December 1990 -Green 
Plan, the Govemment'of Canada initiated the 
process of putting the principles of sustainable growth 
into practice. 

Of particular importance to the competitiveness 
debate, is the international value of our dollar. The 
international value of our currency is not set by the 
Government or Bank of Canada, but is determined 
by market forces. The exchange rate is influenced by 
private-sector transactions such as trade and capital 
flows, by evemment fiscal and monetary policies, 

and by expectations concerning the economic and 
political 'course of the country. 

The Canadian dollar has fluCtuated substantially 
against the currencies of our major trading partners 
(Chart 12). 'These exchange rate movements have 
had important short-term  implications for business 
profit margins and our ability to deal with foreign 
competition. This is especially true for companies 
and industries that are linked closely to international 
trade. For example, resource-based companies with 
sales denominated in U.S. dollars experience a 

reduction in Canadian dollar profits when the 
Canadian dollar strengthens relative to the U.S. 
dollar. Canadian industry has experienced particular 
difficulty adjusting to the dollar's appreciation 

since 1986. 
Although it is commonly believed the best way 

to improve our competitiveness would be through 
currency devaluation, this is not so — currency 
devaluation is not a panacea for loss of 
competitiveness. Devaluations do not address the 
fundamental threats to our competitiveness — poor 
productivity growth and persistent cost and price 
inflation — they are but a short-term measure that 

treats the symptoms of what ails our economy and 

invites long-term damage to our competitive 
standing. 

Furthermore, a declining dollar adds to inflationary 
pressures and can result in a lowering of our standard 
of living, as the terms of trade would move against us. 
The fight to arrest the general rise in domespc costs 
and prices would be made harder and longer. 

In the long term, a stable, low-inflation environ-
ment in which government demands on financial 

markets are minimized will provide an economic 
climate most conducive to sustained prosperity. 

80 
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CHART 12 
CANADIAN DOLLAR* 
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The Private Sector — Meeting 
the Challenge 

Our objectives are not just to survive in this world, but to 

prosper in it; to be winners as a nation and as a people. 

Neither governments, nor business, nor labour can do this 

alone. The private sector — both business and labour — 

and government have a shared interest in a growing 

and prosperous economy. The federal government's 

policies have moved the economy forward and now all 

stakeholders must take up the challenge. 

For business, competitiveness means stronger and 
more viable firms, growth in market share and 

. increased profits. 
For labour, competitiveness means better quality 

jobs, sounder employment prospects, higher wages 
and job satisfaction. 

For society, competitiveness is more than just con-
cern about the economy. It is ultimately a concern 
about our standard of living and quality of life. A 
strong and competitive economy affords us the ability 
to maintain the social services and structures that 
are now integral parts of our way of life and offer us 
the wherewithal to tackle new issues, such as the 
environment. 

Building Enhanced Capabilities 
in Six Key Areas 

The quality of Canadian goods and services and the 

reputation of the Canadian trademark — Made in 

Canada — is the foundation of our ability to compete. 

The federal government discussion paper Prosperity 
Through Competitiveness emphasizes that building a 
strong and competitive Canadian economy will 
require the cooperation of all stakeholders — 
business, labour, consumers and government — in 
a major effort to improve our standing in each of the 
key factors of competitiveness. 

Stakeholders must work together to: 

• develop a better ecrucated, higher skilled and 
adaptable work force; 

• promote more effective research, innovation and 
technological adaption; 

• attract and acquire investment capital on 
reasonable terms; 

• promote a competitive domestic environment by 
reducing unnecessary regulations and encouraging 
demanding customer attitudes; 

Unit Per Canadian Dollar (1980 = 100) 

G-9 Index 130 

U.S. (in cents) 	125 

	  120 

135 
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•-:(Ciart,15).- ,0É the -eàmpanies :.SUpportitig• ••training, . 
-  the  ,airibunt:spent per  etriPloyee,  in 1987.  aiœ,raged. 
only $240 (Chart 14) 
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•••: 
The 199 1   *Dild. Cffisi-timtitii 	p 	Canada', 
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"S". &T:attrititites;,,,•; ,  . 

Within thWhtda'cl;fa .Ctà-t•;:ôÉ 
a•ria.dà,"..Plaees'i.15,th,6i-i`,11(St)," e..gpendittireS  made ' 

-.1;)y"  business  l9th in terinS  ofiiatentS,gtanted to 
seek:Out:and 

,exploit  new techri6lOgiesançtptôtesSe's'OrldWide - • 	_ 	. 
CortipetitiverieSs requites ••that our businesses be  on - 

the'içietine -é.dgè 
".-tOristatitl'y• - nk-hettei,wày:6f doing things, as_rvvellaS . r: 

O'an . 
. indristry profitably iriereas'è ex -periditure& on  RCX.1):--  
, and-A:date teelin9lOgie'al',pro"ëé-Ssethat•are- key 

nitrite?  
The.pOwer-""of:S(Si...Tfto.:séctité , triatketleaderShiPilias 

r;heeti-dern6riStrated"--cléâtlhy:SS-ireileri;;.,"Oéttriany.a.rid ,"'," • 
Japan  in  seetOrS Srieh  as automobiles,  maçhirier7.- and 

.!.éicinstirrie r  ele'etroriies:.,IneSturierits  in S&T are essen 
tial tO ithprOVing-prOduetivitiheeatise tki-éyfo'M the': 

•  innovations  that . leaditp•-beeter::prOdnetS "and' 
andrthe:éreation "Of high-Civality .rniewage,,db§:, 

-Sikn UH' S‘  



100 

80 

60 

40 

20 

0 

CANADA IN A CHANGING WORLD 

CHART 13 
PRIVATE SECTOR PROVISION OF TRAINING, 
BY COMPANY SIZE, 1987 
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CHART 14 
PRIVATE SECTOR TRAINING EXPENDITURE 
PER EMPLOYEE, BY COMPANY SIZE,* 1987 

500 

400 

300 

200 

100 

9 or less 	10 to 49 	50 to 99 	100 to 499 	500 to 999 1 000 or more 

NUMBER OF EMPLOYEES 

*Employees of companies supporting or providing training. 

Source: Statistics Canada. 

9 or less 

Dollars 

a 

a 
14 	 INDUSTRIAL COMPETITIVENESS: A SECTORAL PERSPECTIVE 



49.8 percent 

111  Canada 

• Other G-7 
Weighted 
Average 

CANADA IN A CHANGING WORLD 

The record of the Canadian private sector in this 

area is poor by the ,standards of our major competitors. 
R&D expenditures by industry amount to well under 
1 percent of GDP and represent only 55 percent of 

total Canadian R&D. Of the over 40 000 manufac-
turing enterprises in this country, only 1 700 carry 
out R&D (Chart 15). To gain from worldwide tech-

nological advance, Canadian business must both 
increase its R&D expenditures and incorporate exist-
ing new technologies in its products, services and 

production processes. 
Innovation, however, is more than investing in 

R&D. At the level of the firm, it also includes the 

ability to understand and adapt new technologies. 

Unfortunately, few of our industries have this capa-

bility. For example, Canada has only 4.5 research 
scientists and engineers per 1 000 members of the 
work force; Japan has 8.1. It is not surprising then 

that a 1989 survey by Statistics Canada shows that 

less than half of the manufacturing respondents had 
implemented any of 22 advanced manufacturing 
technologies (Chart 16). 

Financing Investment 

The 1991 World Competitiveness Report ranks Canada 

llth out of 23 industrial countries with respect to 
financing. Moreover, management's emphasis on 
long-term strategic decision making, which influences 

financing considerations, is ranked only 14th. Yet, 

to be competitive, entrepreneurial activity and risk 
taking must be encouraged. What can the private 
sector do to ensure that sufficient capital is available 
to those who need it? 

Canada's international competitiveness depends on 

maintaining an attractive investment climate and the 
efficient operation of our capital markets. Although 

international comparisons are difficult to make, 

evidence suggests that both Canada and the U.S. 
have higher costs of funds compared with their 
major competitors. This affects both the type and 
amount of investment. Companies facing a high cost 
of funds tend to focus on short-term investments with 

a quick payback. As a consequence, long-term strate-
gies related to improving productivity performance, 
lowering costs, developing new products and expand-
ing market share tend to be neglected. 

CHART 15 
BUSINESS R&D EXPENDITURES, 1987* 
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CHART 16 
USE OF AT LEAST ONE ADVANCED MANUFACTURING 
TECHNOLOGY, BY INDUSTRY SECTOR, 1989 
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It has also been observed that many Canadian firms 

have difficulty acquiring investment capital. This 
problem is more prevalent among small and medium-

sized firms in less traditional industries, such as those 

in high-technology sectors. Part of the problem 

appears to be that our venture capital markets tend 

to be conservative. 
ln spite of these specific problems, Canada's aggre-

gate investment growth has been good. Between 1980 
and 1989, Canadian business investment, excluding 

residential construction, averaged 15.5 percent of 
GDP, the second highest among G-7 countries. 

However, this is attributable in large part to strong 

investment in non-residential construction. 
Canada's investment record in machinery and 

equipment that contains productivity enhancing 
newer technologies has been relatively poor during 
the 1980s (Chart 17). 

A Competitive Domestic Market 

The 1991 World Competitiveness Report ranks Canada's 

governments 10th out of 23 industrial countries in 
terms of promoting domestic competition. 

To be competitive internationally, our businesses 

must be exposed to competition at home. A first step 

in this direction would be removing interprovincial 

barriers to trade. 

How can business and labour encourage effectively 

the removal of domestic barriers to competition? 

A competitive domestic marketplace fosters 

entrepreneurial activity and forces business and 
labour tà look continuously for ways to enhance their 

competitive abilities. The competitiveness of our 

industry is affected by the structure of our domestic 

policy framework — competition policy; incorpor-

ation and bankruptcy rules; intellectual property 

rights; regulatory environment; tax structure; and 
attitudes toward foreign investment. The domestic 

policy framework must be one that is efficient 
and conducive to competitiveness. For example, 

providing strong intellectual-property rights encour-

ages innovation and investment. Protecting innova-

tors creates incentive for investment in new products 

and processes, with possible spinoffs throughout the 
economy. 

In the  area  of competition policy, the Competition 

Act of 1986 is a significant modernization of previous 

standards. Changes include allowing for special treat-

ment of export consortia, joint ventures and firm col-

laboration — measures that increase the competitive-

ness of Canadian firms. The Govemment of Canada 
continues to examine the appropriateness of cor-

porate concentration in Canada. In addition, it is 
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CHART 17 
BUSINESS INVESTMENT IN MACHINERY 
AND EQUIPMENT (1980 to 1989 Average) 

Percent of GDP 
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reviewing areas in the Canada Business Corporations 
Act and the Bankruptcy Act — such as shareholder 
rights, insider trading rules and flexibility for debtors 
— to ensure that these laws continue to support the 
competitiveness of Canadian firms. In lune 1991, as 
part of the review of the Bankruptcy Act, the federal 

govemment tabled amendments in thé House of 
Commons designed to enhance the conditions for 
risk taking, entrepreneurship and the development 
of businesses. 

An area of significant concern is barriers to free 
trade between provinces. These barriers influence 
adversely the way companies develop, how they orga-
nize their domestic business and, ultimately, their 
ability to compete. A small market such as Canada's 

cannot afford the fragmentation caused by 

interprovincial trade barriers. We need to ensure 
that our domestic business frameworks and regulatory 
environment are consistent with the need to compete 
in the global community. 

Trading Relationships 

The 1991 World Competitiveness Report ranks Canada 

16th out of 23 industrial countries in terms of global-
ization. Our ability to adapt domestic products for 
export is ranked 15th, and the willingness of our firms 

to enter into cross-border alliances 10th. 

Being competitive, for a small, open economy such 

as ours, demands that we embrace the opportunities 

available to us through reduced international 
barriers. 

What further steps can Canadians take to broaden 
our focus from the domestic marketplace to the global 
marketplace? Having access to world markets and 
taking advantage of trade opportunities increases our 
efficiency, sharpens our ability to compete and 

creates new avenues for our businesses to develop 

into world-scale firms. 
Efforts to improve market access through the 

GATT and the FTA have opened doors for Canadian 
business. Yet, the lowering of trade barriers is simply 

a first step: in order to realize gains from trade, 
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industries 'must  expand, beyOrid,thed6méstic •niarket-' . 	 •, 	- 	:, • 
theSe new MârketS.'-(_:;irrréntly, our  

inClustriall .base' i dorninated, by sinall .and 'fried inm-
Sized. firms that.are:not.expOrt'oriented:,In -faCt i 3Only, 
'100.manufacttiring2énterprisés.‘(Mit of 'inCore.than' 
.40'000) aceçiunt  for  iriôté than haif  of our 	-..; 

• , ••merchanclise-exjpOrts. - • . 	 , -- 

• ••• Trading in the grobatinarket , is,Very'deinandirig.,''. 
Firms  must aCqUire 0...SOphiSticated uhderst'ariding;Of,-..' 
market conditions,  barriers and'Opportunities if  they 

• are to realize their 'pOteritial,,EOnallY;'itheyrniiSt, be 
'aiVare Of, , andhaVe:acceSS tO;'cOMPetitive•trade • 
financing, .suCh'as loans:and ,Crédità. • •„ 	.•.: 	. 

Today,'thé . 	 ,  trading env lronment . 
•- .ated by direet-inv,eStrnent captalfloWs andintra-firin. 

trade..foreigri,inVestment. flOWs; which  are growing , 
abotit - three times faster than tradeare a  principal 
agent  of  global 'eçonoriiic integration,and..a,key.tO. 

- . teChnolOgiCal,diSserninatfon, One :Way'Cariadiany.'"' 
••-.;firiris,,Which"- tend tO be small:4 global StandardS, ;;-, , 

could  gain acceSs to'world technology and,intra-,firin, 
-•;trade networks is to'fOrin. ditectinVestineritlinks-;:' 
".' With.'firms:'frorri .:othercOuntries. ,  ' 

,.:..ReCOgnilirig  the iraPottatiCeOf ' -theseisSUes,  the 
fedetaFgOVérriment . 	„-introduced

,
4ie Going Giobal 

. 
strategy-a.program"deSigned•to'asSià small  and 

.-...inediurn.-sized -firinstOiiritegrate international trade', 
S&T, and inVeStrnent activities ln:additiéri,", the 

. - '.fedetal government supports  Canadian expOrter,S .--';-. • 
ibrough its netwOrk.Of trade offices  'around the  world 
These.  initiatives cOuld'be angmented 
private-sector,efforts -=, thé  actions  .0f individual 
.firms and their, industry  associations 	 r`.• 

Most of Canada's  gains in  international .  Market.; 
Share, inthe'1980s wereintheU.S. (Chart ,18) ,. Our , . . 

",. share Of the,U.S.'Market incre,asedin yittiiallY all the 
.. Main- niantifaCturing,sectots.:_ln ContraSt, 

of total ----ti.S. nierdhandiSe imports rerriained stable 
dnring-the.1980S,':althongh rriarkeiFdeelines.-did decur 
during:the PreviOus'deea,de. 	 • 

Although Canadian' eXpOrterS have.been. sUCCessfiil 
in ComPéting against U.S..:prôduCetS,Othet -eXpcitting: 

..riaticins have done -even :better.:Canada haS'16,St 
'• grOund .viS-à'7.Vis 'third Cotintries  in  the U.S: Market,- 

.•1: -  evenhi•industrieS wheroCanadahas 
parative- adVantage. 	'• 	' 
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•.-AlthOugli the FTA inereases  or tradingfocùs'on 
' thé 	we Must cOmPete"suee_esSfUlly'With.'others: 

• 11" 1 in the :U.S. , market while .orging new links wg ot er 
areas of the'World. Our eeoriôrnic develOprriént will, 
be further'enhanced byr-iricreasedtràding .ties with , 
-Mexico, thé EC, Asia and  Eastern  EtitOpe. 	_ 

Building'Yartnéshiipà  

Thé 1991. World çàmp,e,titilién.s - RepOrt,ranks'Çanada-.! 
11 th, 12th  and 13th. Out "of 23 industrial  countries 

 iri_tdims:ioverall . frianagément, .ernPlOyee 'turnover 
-, 

 
and impact  On  business of labour  .absenteeistri; 
respectivly 

be-coriipetitiVe,.Weneed tei :P7till:téigether: 
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priOrity, to shared -,Obj eCtives bY. Working: tngether. 
,..,:COoperatiVely'? 

can  be 
aSsüred Only' .thrOtigh.CoOperative.aCtfon.hy.husiness;:.: 
labonr,,eduCatdrs,-'goVernirierits',and others: New 
partnéisjiips aie,neCèSsary, to respond toithe 	• . " ! 
Changes in the nature  of weirk, its'Steganiiatinn 
andrelatiOnshiPS. 	 . 	• 	_ 
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:ti`aditional  structures  of produCtion,and  management: 
Many, of tOday'-s SuCcesSftircoMPanieS,,IDOth in 
'Canada and abrbad,  are  .éniployiri 
Management tOienharieertheir',CcirripétitiVeneSS.: 

' IrriprOveinentS'in product:qualitY' and  service are  
achieVedthroiagh cooperation-Within-the firm-and. --, 

, 
 

communication betWeen the feria and its suppliers 
and 'custometS.'..This cooperation is iriOre 
positive labour-management relations within.the- r . »:..,, 

. 	 e 	 , 	 ' 	 ' 	 • 	 • 	 , 

ekidirds..td relations  ' with s.uppliéi's :are the 	- 

CustorrièrS. COrapetitiVerieSs'is enhanced b,y;Mairitain-' 
ing 	 communications 'arriorrk What afé ; quife- , - 	 . . 'distinct grpiipsiiri more traditiOnal eriterpriseS.;. : . 

• - - Competition- a:M.61:1'g 'finals' is  important for the 	- < 
-;. -6Verall'funCtiiining of the economy. There.are times; 

When.CoOPeration atilong. :firmS Can hip: 
to iriereaSetheir 'international :corriPetitiVeneSs, Fori 

. ,- example,-aceess tOgldbal rnarkéts_inay ::be denieérto..: 
,àmp.11.éàfiripàriV,:btà,t nOt to a.gro-up,..bf small .comPapies 
engaged inajOint;VentUre.. Strategic alliances: 	, 
PartnerShips  and joint VentUres-arnong firins can be 
an integral Part: ofterriaining çôtripetitive. - 	-• • 
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CHART 18 
CANADIAN MERCHANDISE EXPORTS, 1990 

Billions of Dollars 

Source: Statistics Canada. 
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Building partnerships also means taking joint 
responsibility for making the requisite adjustments to 
improve competitiveness in the dynamic world econ-
omy. On the human resource side, business, labour, 
educators and governments must encourage all labour 
force participants to acquire new skills. Individuals 

must be willing not only to accept change, but also to 

exploit change in order to ensure better jobs and a 
higher standard of living. 

In short, we must strengthen existing partnerships 
and forge new ones. All stakeholders must realize that 
it is in their best interest to have a strong and 
competitive Canada. 

Building a National Consensus 

The federal government is reaching out to manage-
ment, labour and all Canadians in all sectors of the 
economy. It is time to build a national consensus and 
a plan of action for a competitive Canada. 

Competitiveness cannot be imposed by govern-
ments. It must be built with the participation and 
commitment of all stakeholders. This paper and the 

ensuing consultations provide the opportunity for 

stakeholders to bring forward their views and advice 
on Canada's competitive challenges. Our first 

challenge is to recognize that we all can make 

improvements in Canada's competitiveness. 

For these sectoral consultations to be effective, it is 
important they be led by the private sector. Business 

and labour in each industrial sector must begin the 

process of improving competitiveness by forging the 

necessary partnerships to address the competitive 
challenge. Other participants, such.as suppliers, 
customers and academics, can also bring their views 

on the competitiveness of a specific industrY to the 

debate. The role of the federal gove rnment in these 
• sectoral consultations will be  'as  facilitator. 

As each industrial sector's situation is unique, it 
is helpful to review individually their prospects and 

challenges within the framework just described, as 

is done in the following chapter. 
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and excellence in Canadian -industry, science and technology,  the  folloiving'._ 
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$12 billion of clOrriestie-..i.iii4tits,:tOàét -liet -Witlil.:,-,-':.: 

• billion of  raw food imports, such as cane sugar, 

and  Èé.er,-à" 
$5  billion of  riroeeskd iirddridS 	inipbiteâ; 

- • , 	 .•  

ALV', -Érçonn 
secto

• to distribute  and market 	
r 

 • 

	

The food aild-bererage 'sector -d-Xpôrts'lÔtkj‘: 	r ,  

-;": - 1 5:: pereerit,:of its oùtplitand imports 10  to 12  percent  
of its inputs,  rrinsthi, cane  spgaf, coffee', tropi-
cal 

 

Peduets::These ctsiérall figgreitiâk, -rbè:faet.rhar ' 
xpbrt-Orienteïl,",-. 

spirks  (49 percent)  ari'Cl- s'v'eg-e€able "OdS'  (2 percent) 

S'inee  the  
fnost,iinpôrtaxit tradingspartnér'for this'Setàr; while 

• important export -iiriàïkét.for'fboà: 

INDUSTRIAL COMPETITIVENESS  A  -SEél'OilAÙPÉRSP.EpTIVE, 



Although . a,;ria.da.'S'f0ed.'and beverage sector_ erijo.,iéa 
:iteady,..grenWth frorn.the . 1960s '45 ;  the 
jabbur-'prOdUctiVity , ,(Whieh had ine,ii>rOyedSloWly' 
.-,Cornpared with the ".0.S':)‘begarità. falter in the Mid 
:197 0s and  has ribt 'recOVered Àfter;the  1960s,  there 
were several:shocks t0 the:sector', moSt ricitably the 
comMôdityrprice,:suigeSin-1973-, --y.5.,'thé1980 

• '''" 	 gS"k' and the 	'EC grain embargo the 	. „ an - e- . 	- grain 
. eXpôrt Sirbsidy WarS'Of the ,late  1980s , 
' . During  the 1980s,. 	the preductiVitY:Of theUefdeid 
, induStry, ;aria.da'sr Mai n  edirr ipetitOr, irnproved signifi-/T 
'cantlY compared with anada s_due to extensiy e . 
rationaliatiOn:and considérable;iriyestment-in 

'

world-
scale Plaritslhesenlants; 'Often located:in states,'With 
loWer-'in-. ,-ager StrùenireS,',helpe'dt0rietitralie'anada's 
lb' Percent labour-COst adVantage;dirrindthe 198 .0s. 
Cither U.S'eOmPétitive advantages' resUltindfroin„.'; -,  
vertical  integratiOn; linkageS to natielnar distribution  

: sySteins i  and  écoriorriieS,of .Scale encbüragedithe 	, 
Migration, freir6 Canada tà  the U S of  further-.i 
PrOcessingaetiVitY,:sUcli'e,fish: àndbeef. . 	 . _ 	_ 	, 	, - 	„ 
border shopping  by Canadians fodairY, pOUltryand 

- either. food  PrOdnetS reflected' PereeivedfOOdlprieel 	, 
»advaritageS'iri the  U S , 

'i  ofitability , 

Profitability perforinarice within..thé seetor:WaS ;in iXed 
With:relatively steadY rates of return  in  industries'sUCKJ: 
as dairy, further-proeessed produetà 

- -beverages;  and  s'ometirrieS,wild  fluctuations in CycliCal 
industries such as rrieat'proCessing"andfisheries. , ince - 

* 1980,-  the fish-_précéssineiriddstry eXPeriencedtWd, 
cycles  of priee  and prOfit eollaPse (1981 ,,8: and 	, 
1989-90), as did the-red:Meat- indiistry (1983,- 84'-and, 
1989 90) i3othneriOds`Werernarked by'extensiVe 

--ratibrialization of these' induStfieSk,. 	 , 
profitability '(réturn -àn askts) paral-

leled 
 

that Of  the  inanufactUring Sector'. Senile firinS»:,, 
,ran doWn their assets. father than reinyest thern,  par  „ , 
ticularly - those'firinS-'operating  in industries  _Where 

;there iS‘'Substantial -àYercanaCitY";sneh .as the'fiSh,:red-
rrieatS; Oilseed-cruShing -and,floiir indiistries.these ;  
industries,  which  have  been experiencing:prbtônged : 
operating losSes due to low'proCessinwmargins,  have  - 
been Virtually unable' to finance major neW produc-, 
non  faeilitieK  

24 

;Off  in the 1980s, but 'tÈé 

,-foi..1OW-.tàriff.f.00d,PrOéltret.S...The seetàr also  main  
:tained traditional shares Of,keyekport,Markets for  

gho—ht..thé;:; 
1970s,- . 	but began to  show  weaker expOrt performance 
during.'.the:last:decade.., ,While; .the,sectorimaintained -
its'export performance  in.absOlute 
Perfoirrianee-dUring:the 980s  deteriorated  in  terms  of  

exp.Ort .rriarkete , The".'.,, 
sector: érrierged;frOrn the 1980s  St ill ,tel iant:on the 

The U 5 and 	
. . 

jàpà.f.i, ,'Oso-  tha:in'éd its  two Main export ' 
markets  in-sPite -àf efforts'.fo.diverSify into riew markets. 

the1990S, preSent;tôngh,SehallerigeS for  the 	. 
CariadianfoOd.andheverageTs seetdr. -*The immediate • 

..'i.ConsequenceS'of thé .h-T.A'haVe resulted; inint.ild 
national!enterpises;rep,o,Sitionirigtheinselves; . ,making,::, 

7-  
-:-;•'.,edge:they.PoSSeSs. :and,,-i(theydeeide.tà'stair.'inariada,:".- 

,hf',ae'ilUiring,Seale; and 
h4.1.pf-,0"ciÉkink capacity td,ehhàheé -t6thpéti,3',` 

ti.V,efiess,jh,N6rth:,niétréanàfid ,Woild Markets: 
OppottUnitieS -do:èXiàt.' 

-Wher-e'sévèraffiSh.StockS 'are 

...,..`raW,MaterialS,'These.arelransforrned 
range of value  added pi-Oduetà,(s6rrie. Of Which:WM.:, 
continue  to experience strOng •eXpOrt demand 

furiet ional fe,Ods,: and Specialty fOods).'/.17he proCesSing'.' 

• .-....prOdUct ›thr, thaf are  Well.stiited. to niche markets  
in North  America, Japan,  Europe and  Oceania  

The  "sé,iit'égiçé"ht -t?y  of largeffirieriean2and, 
European Tirins .intn several:of the Carriad iàh tehtiry. 
food industries  - rein orces,-t e belief that importa,..ty, 

, industries ',Within'the :Seetorate experiencing 
•pdi.:e.écligiit "shift  from  dependence On,domestie markets
Global triarketirig,ifs.the 

'b.'aSed'onStlippliesOf:high,Civality.raW 
hàyé sp4taritià1" ' 

-,:eXpOrted throne, the 	 - 
..SUCha'deVeloPment,,hdWever,',-hinges . 	t'hé,,,âiéeêss .  
of.thè'ÙtuÉuày'llizihhd , irilitnitihd,tradédIsibit'irig, 

1 



stibsidieS- to_agrittiltiireUrilesS this ià a'çhieVe. ; 
iritririsiç raw.;iriatérial eorriffetitieriessf,v1/47.111. have  little 

;rlevance in  the  world rriarkèffilaçeforlii'àceSsèd-, 

-judging-, the iriterriationalcorripetitiyeriess..of nany  

-of  'Càriadai-S'fàdilf;ana,be'verage'iriduStriés.is difficult 
;' - beeatise of  serious distortions  in thestrade:flà nYs 

att 	 't .  subsides* '' ' ' 	.t' n utae cLexpori,use y in erria Iona 
- `oprnpetitors:: I t.'is inereas inglY. elear';',hoeY.ér;: that  

; the  firbdtietiY,ity:àf key CariadiarifOàd.iridukries.,hafi 
been'-çOriaprothised'by:Ganada'S.OwiriT6lieiès.airried'', ''.", 
aCmeritaiiiirig`regidnal;prodùètiàribases,for-.sOihe 
bàiofnod;pro`d ucts'.-.,==.;;,: ,,,  

StréRigthé and WOaknoeies 	 , 
- 	;'; 	• -2, 	 • 	 , 

Thé :G161it 

' 	'41-iTinïderstaridirig  of the  fààd'arid. :bey,erageS:seetcir'S', 
„ Perfbririarieè reqùireS a' brief reYiew of the ehanging 
global  côtfi'petitiv'é ,erKdriprimérit-.  
of the more important  fators âiat élèterrrifned‘the 

" See, tà1-;?s  performance The  seetà-r'eX"Per' ierieed ,iriréa' ' 
ing inteinational competition throughout tbè ,  19 70s 
àrid' 1980à 	ektiOtt  markets,  :where it WasTchaPA 

:leiièedbY à resditérdEùràpe; -à-nd.ttiëti , in,thé domes 
priteriti_al  and  real-irripprt, threats 

 fràfW other riatiOris-haN;e'heedme'rùàre„sigriifitant,,, 
siheè 

12, 'F.-  h jel-à:tô h- ':iii.dàrn,e,,-.- i_-_,:  
â'4fri -. 

* i'i.,' .,,,,./o'rld 
. '..•..:''T-h-ë-''..'el.',gç' 	

riS'fo.r''.4.59d..°. m. 	 y/.'",,itriÉrri4)j, 

. > 	.. hCe-ee '. ' ."-----: ' -:', '../.,-
,iditio..:.T.-;-..-.•-,-..: rrau,ç't?t - ,..,1 .'' piri-  iid- ,i....dr.ov.-.'-':.,,m.A_ talidà; 

::-......,-. 
	'Agrieutru.r.a..1.: 	.:;ïki;oolt:'

-iro.," ;-•,''. -•.„--,..-....:, 

.,

. -COrrirr.9P-:,,,',,, -
-:,-.,; ;.,..iit,ifilp9!.,,,,-,...,-

„,  of food 	 ,.•.,,..-1 

'. ".`.i,,i'. 'erly- signigit 
	,,:. ,>/iïcj

.stlyPg.?,, 	.„ 

a '''Pr'-.-7- T.- -'• ' ;.if'''su'ffiele.A.Ç.Y'..19..
'''.-',.- cit.t&',:.‘of -gr 	s  

.,. - Y:... 
,..- -tn'aeliiée.'e---`-'•'''''`i-li''sag

L.à.iPi..Y.‘.e1)..----'..; '- 	C... fbe«.--1;.:-- 

., -r d.t6hee...--- -, : .  -, • .-i• ::.711-ieiresPPn É 
i. 	_,•;:,:,,,-. 

...ue,.-.M1. 	._,-.-'; . r' ,,,--.-céàào,fno.,,-,„: ,. = .‘, , 
- 	

re-pr,i1:11,."..?',.,P7•7''',,jr? '..i'th,.'s-tàt',-$411
.-.1 	 ,.. 	i.riy -...-jsi).prt -'1.:lii'SeS;:exlin.t-.è.,....71,:1s'airà-,"...ôr-.:.11

, .,rL '"::•O s '»':,.Ï.:2 

k: .$U. „rp, y 	 diesif.e.ç.c!..'ç,b.1.,1,1;.:,,,:, 
l'-,,à/jo.fiS.S!.-1P11,::' ' 	r

'éluerà,»I;Lr.'‘_._'. à.'.'ii-I' 

,'
,...rqéT''''” ' ei 	 ti-ilalt,..dàlq.7.-"P_!- 

- d.j3 l'Sà..i'épit--.. ' .. 

- ih`àrketS; for., '`-A.9,14..7.!,' - 	 4.--....tb--'41.1.-'..! 	_,...-; -à''.i.éd:foà<.:.1 
i''''' 'eeSSiàri - r9,-'!".. '':., 	

,-à.'ila!sPruFF,-,::;,„,.., 
.. ,-de'làsà :0,f,;. ,:;1 ,11, ,-,  

T. Btitaih,.s.  -.ç ,-
_,..:.-. :ii,ïiiilàrketf0Y.,,,,,-.-ë-idé,-; 

Àiisi,r9-4q-',--, .-,,.. 

	

'.---,..; i . , and  c.1,!.Y- r' 	 .,,,.,...caï-idA:... c'..,-.---....' 

''..té'ef .ip`iiii'ë"...5 :9›,P-. '--: ; 'dit'i' 'e'-sti-lp*.:1.:::: 

.i ,eXp9.,r.Si 
--d:N , ,.?.-..,:iiid i5i.oduç. s 

, •:,,,,?.-.i..-- 
 

éW,,ZP. ,r, --...=„="-..,---- ' . ''. ,7,-'.. n : ...,:, 

 S 	 .,- '.::EC,üicur-:',reactionsirri..C.e:.' ,P.,- .%, g  iiieriliga-. 

thç t  I 	 . for  rwinérc),- 
,‘ci.,;b„.. 	,t.u...i•-• 	 -.' 

i:erit p'r.l'èç.' 5=- ....-:'..11aPs',.,c' tridda";'..Ç-Y!"
.'4. 

oe. -. „,',,....... - i • .-- c,:' -with  t‘- --"oi:Si'ntq.., 	
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'other ',Ii.-e,r`! 	'2....' .;.2 . t .r 	â .... and .._,.. _. 	...  	9, , 
-f,  '. t.ï of eorr.IPP.n-...e.,:-.7 

;-1 F,d's'iibSidiçg','.1;›  

.foàds siich-aS:fliptir and  - - 7,.egertable' .,oirs .:'this-.sitiaatibri,; ,-, 

of effective GATT  subsicly  disciplines  Furthermore, 

iirià.hàgé:.-tesburcéà„s tfe,h a ftsWWiéks ;-.‘ .),1/4iàs,71scj:..threat,' 

ieeierearri  and  Yogùrt i'' ,1àbSterS; 
isth,ii-ottirigheWerertlià.0 

QATt.  and 
the  FTA P-anels  on the tiiei!'ij si:fritetvail -:on porc, 

have ,Ïüldcf, in  Canada's favour - 
More positive  developmenrs included  the Tokyo 

Round  bberalizatun Of..trade-iripro .,eaSec,1400d 

inereaSi`riglY:',reSilierit 
:Mee'  

eeàn-àrriic:-ZOrie .raràiiiid'Cariada's:edast ( 197,7)-;'.a.ijd 

The isolation of  domestic  markets in the  l970s  and  

Plerri.  eritatiàri.  of the  
;. 

of  their,-Striietiire'. and basic  competitiveness  
The  coiripetitiYeriess, fàetàtà,p... 	 the  

key 
" 

StaketiOrderà 
• .,,-. seetôts. (faririi.Fjeùùd .fishing).; , eorriiiriàdity- prOeessprs i , : -„, 

Key  factor  

Market 
supply  management,  iriterprà'virieial . -barriers i 'pràdue;, ,;:. 

-Ébr•.h‘aye..e5<çilen,t, aeCess.tà,,iriterriatiàrial supphers  

'irigre'dierità:;.Hn'sYverei,..tyé,pnc'èà-.4,th resèl :  

dariada"., 

INDUSTRIAL COMPETITIVENESS:--A SECTORAL PERSPECTIVE 



„ . 
A trend  t'nuabre ,ià-lioïtSè developirient of process,'” „  

,in-g technologies May restrict or delay accesStà:riew - 	 , 

technologies,  particularly- when  the  deYéroper is also 
 a large processdr; when  the deVelOper iS cloSely tied 

• to a netionalenterprise Sueh às ,  the autOrtiated Meat 
plant,Prbjeerin Australia, ôt whére_the  innovation 

 haS "Patent or trade,.secret:Pinteetiori (funetiorial 
fôodS'such as -ASpartarrie)i,Canada haS , Only limited 

- eapàbilities as far as 'dOinestically based teclindlbgY 
supPliers  are  concerned, and eould be inereasifiglY -
eût 'off froin'key technolOgy,,advanees. , 

regional•primary industries:-  thé Atlantic  and Paçific.:,_ 
seafoodiridustries; the Central Çanada'dairr,Corriplex,-: 
the prairie  grain and'eattle cornplek, ; and seYerat cen:;* 

; - tres  of  edneentrated fruit  and  :VègetableProdUction. 
Adyarides in - primatY-sector technologies have  led 
to the  introduction of 	Cr'OpS  and production 
MethOdS; for  example; grain  corn,  cânola i  intensive 

 -„,livestOck  production and,  MOSt teeently,,interisiVe 
aquaculture

While A&D efforts In all these'areas paid  off 
 1-,iandsOrriely  in production  efficienCies; thé Pi-deessed : 

food and  beveraâeinduStries oftentagged;behin& 
with  the lowest k&D levels of any of Canada% 
inanùfactutirig,sectors (0.2:-.pereerit'of sales  versus ; 
1 .5.Pereent,fOr 'Canadian inanUfaetUring  as  a whole). 

- Fdreign'-owried -cOmPanies, 2primarilY thos,eyv' ith 
strông rbrand Positions, out-perforin Canadian firçrris 
(0:7.pereent Of  sales  aS,'oPPosed,to,0.1  percent) In  
addition, Çanada'.S efforts in develOPing irinoVatnie- 

'food-Ptcieessing technolOgieshavebeenextrèMely , 	, 	 „ 	, 	, 	, 
iiinite&and restricted in large  part, to adapting•fdr-' 
eign deyèlopments, for useuridér Canadian: condi-
tions  :.'Inadecfuate inVestmént in k&D iS 
'in the 'seafood-procés-sing industry, where R(SZ.D has 

_ 

,Reséaréh and Devetopnieliit 
foôd-related 	as  well  as  technology trans::  

, fer netWorkS,  have  received COnsiderable'gdyernment 
support, but these efforts baye been directedraainly 
at the-primary_ production sectôrS. This R6.0j,en -ipha.; , 
sis on cOrrunàdity  production  rather than -highsvalue- 
"addedprOduct deVeloPtnent edntribUtes to-thefact 
that Canada!ScOre'strength in food  prOductioniSin , 
.telatiyely low,value-7added,cornmodities. Within  the  
,fddcland',beverages seetOr; 'R&É) concentrates Ori _ 	 , „ 
'refining exiSting prciducts =rather than‘dri new produeti -  _ 
or  proeess deYelopmenri 	 , 

This'l.z_D bias refleets" therhisidrieneedsjof.„ 

been'lesS than'É).1":pereent,Of sales: The .oYerall rate._ 
,for the US.•firkét and  beyerageS seetor is,mi_ich better 
at 04-péreent, ,  but shows:that' R&D intensity in thé 

, 1>inrth ArrïericarifoOd'and beverages.  'sector'is low .at 
•a tirtie when Japanese and Europ,éan èbmpetitorS  are  
,incréàsing se,Ctor R&D.: 

Industry gt,i-uctui'è, and  (irien4tinn; 

As Canada% valu&added industries e6,-evOlVedwith • : 
'the:,priiiriarysectOrsuPori'whidi theY déPerided, tWô', 
distinct driéntaticinsaPpeared artrOrig:the'food. - 
prOCessing subsectôts: sortie loOked - inWard teear • , 	• 	" 
admestic  markets,  others loOked'ciutWaid ti3Ward 

;export -Market's'. Many Of the inWard;loOking, 
industriesi'had;signifiCant tariff -ProtectiOn,:with 
import  controls added in,support'of the  dairy and  
pOultry;sripPlyrrnanagenlent systerris, Other  major
prirriary ProeeSsingsectors:retriained butyvard 
Oriented;•tefleeting`their basic  cOrnPetitiYe , •-• ' 
'-àdirantages,  attitudes  deYeloPed thrOugh:ex-PoSuie 
to trade realities; and à Strengthened abilitY.td'adi 

' Yalne. 'These indiistrieSineludered meat, çanolà 
arid,':abbve all,'seafbod ProduetS. 

The  corPorate  structure iiethè food and  beverageS 
,sectOr often infhierieed thé-ÊrOwth  prospects  of the_, 

 .variouS  industries The  Sector% Valti&added indus-:;; 
tries,  historically tlidSe With the high-ésrleyelS Of tariff • 
protectiOn,‘temain dOrninateci bY - thé class' iéât food ; 
-sector multinatiOnalà with Strerigths in ,btand-riatne' 
prOducts,"Often •Sbld WorldWide. ExarnPles include , 

•,l§raft-Ôerieral Èool; Kellogg'S;"1\labiSed:aridlqeStle :,  
• • 

Siiçh COMpariies ha-Ye lOrig:beeriestablished 
Canada,  and  have  doneentrated on the national  that-
ket:-tkPerishable-cOtnmOdity foOd. industries Were 

- usually OWned byGatladian intereSts, largely becatise , 
of inarkét- realities';(Sueli àS limited shelf:life), and 
ulations, (sholi; tliose reStiieting_adéss to fish SupPliés: „ 	• 	„ • 	. 	„--;„ 	 _ 	• 	• - tô, Canadiati,oWned prOcessOrS).•Theitiost"..iinportant:.  
of  theSe indUstries_Wre seafOod; ineatand Poultry; 

- , - bakerieS, and the dairiesi ,'=- the lattérnbted.fOt  the - 
 ;strônepresence bf.suteessful preieessor COoperatiVeS.,,,, 

inee , 19".8'5,,'it has hè,eotne pr.iareht thati,cOrninodity, 

	

„ 	, 	, 
baSed  industries  are  no  longer the Private PreserVe  of  

nadians. - Foreign oinparliéSWïth Strône .foôts in 

	

•• 	• 	 - 	. 	, 
'wOrIdwide conitriodity trading rietwOrkSand Pritnary; , 
Corinnodity,ProceSsing have been taking Sitategie 
positions in Cariadian-foOd: industries, to  gain  aceess 
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FOOD AND  BE'VERAGES 

•inc lude Hi1IdQwn ,„• 	..„ 	,meat, poultry,• ....„ 
flour) ; 1.Càrgill:(beef) -,:1"-y.Sori;(ponitiv), Central Soya  

ertishing,and.'édihre ,..-011.tefinite,:ht-A:Dg„.. 
' Ltd: (OilSeed'cinSfiiig.,'•froniki.d .',Malt): Theie:cOrripa='2 -  

'.. nies have  been•instramental indriving:fundamentaf-" 
rat iônalizatiOnsi deke-y .ptinria'i_tptocessing  industries , 
•-•iriC• analda."MéanWhile;'the lond-'es .tablished  food . 

• Multinational:enterprises  are  retrenehing  as part of  
çontintrita.l.arid.OrldW,idé ratioOàbiat ion prOgrariaS. 

Invcstrncnt  and - MâirketAcccss 

Canadian  fObd'and`beVerage'Coiripanieslaye-.hoti.,.-• • 
-- ..s.toOd'idle  as  Coin petition advandect- intà • the ir; market  
- .SeVèrarinade strategie'..acquisitionSi.te-  ensirre _ 	.• 	. 	- 	, 	• 	•. 	• 	.• 	. 	• 	_ 	. 
- ;'...AineriCan and Eurepeari Maikets'iand:prOdUet:deVel-ez' 

-i-oprrients..Ëxarriples:inelnde Labatt'S  and  Molson's  
- (in Europe and the 	),- Me 	 :•-, 

..„ 	, 	. 	, 	, - 	. 	. 	,The  
•2dairy; •PiOnitry and fiShr.proceSSing Industries ,ferriain 

frOm trade .pressUre;and/or.•airect:-.: ,_,: 
.,:inVOlvernent,b ...fOreign,:inveStors' 

Supply,',Mciupigenient.,- 
f.seâncftiel.e.#àgés '2e-ctor refleetà the furida, • 

- mental SPlit. idtfie.'market:orieritatiOn of the  .p.riniary 

dorninated Thy::thered;mear..indiliStrtand,'reprè,sentin 
rOiighly:6.0, percent  of total output,  .is outward 

diientedi fighting'its-fOreigncornPetitàrs at--horries,  and  

-:,a'Éiipad"feer..-râarket ..shatei'the'otherSide; dominated 

-s'hy'the-, -SriPply.,andiesoriree - inariagernerit-,or. -ientee 
rhat,Canadà's -,ability-__to 

maintain  Market stahility,thrOUgh:cornplei< régulatory- : ,  
regirnes is ..tinderiprèpsure.. The rdOts, of this  pressure 

-:àre.dornestic niarket0',factdrg;'enStdf-prodtictiori. 
pressrires,:as , 	. 	_ 	. 

Urrigriay,RdrindiecinCliideS; and :a .NAFT.A.., 
-:lOorris; -arreintensify` ing  international  competltion • 
..'sSupply managemen,  as W.natronar,pdlii.C-Y  in  
Canadaifhas bteugl-it:Stability tO the ,dakr,-;'and  poultry 

 industries  at...the 'farm, -piciceSsOr' and 
a'-dégrée  of  admin 

is-tratie rigidity  and :a laCk-,of 
rap idly 	• 
sbr's.in,their,: ,effortS. .to eVOIye into  more  competitive 

firms 	 indriStrieskCiiirit 
— 	 . 	 , 	 . „. 	 , 	 . 

for .alrridst'25Tpereent- of the food  Stêtdes, dutpriti .,theif-L„ 

profinrticiiiSharés;of t1e -,`-tOtà1-,Çanadia,n market  • 

1 - lag_ behind those oftheir counterparts inthe  U S  
Tinarket.(fhiS:foregbrie Market:SliareiS'due:inpr 

„. 	 , 	 , 

Cost,:bh9,70,duètidn,pyleirigb.ftheir  basic  rawf materials; 
absence of direct influence  to irierease fâw: 
,prend, 'eailàbilitiessfipimajôr: market promotions  
or  rieVe-pi-Oduet'cleyelOprnerit; , and 
•ratiOnaliïe, ôn.a national basis to achiève.-econOrnieS 
nf'scale. Thé,OriteOirie6e the 1989QATT.  panel on  

right idirivoke'ArtiCle XI:: 2 (C) .( i), (import
l_rotiectidnfdr iecTereatri:and yOgrirt),lieightened  the  
p6tentiat \'irilnerah'ility  of  CanAdals, dairy proc.eSSorS 
td  U S  competttion ' 

An increase in  inarket-SeriSitive:sripply , rrianaerrieriti:' 
market régiflatiOn'and:'tesouree-Sharingeregirnes ecina ' 
offset in large triéàt.ifç  the  adverse: économïe2effects „ „ 
of  Siih;dpeitriaf s'éale7plarits; geOgrafiliieally:dispéi-Séd - 
prôdrictidn, faCilities  and  tialicaliZed.rriarketS, In 

.:Canada;,these,,effeetS',areseen  in the  seafood industry, 

,vv1-i-ith nonetheless rernairis :85  percent  export - ‘• 

the  çlairy. i poultry,and brfewirig ,', , 	, 	, 
.industries   -and, td-,à lesser eXtent; any ii-1,diistr)ï• where 

achniniStered -prices...and Markets lieqüir'e the  imple  
inenèàtibn Of intettreVineie barriers to trade SucF' 
barriers  impose  - signifiearit''çOstS>_beVOrkFthose 
expected, in 'a" free Market.:ThesecçistS aré.attrIhnted_: . , 
to  ,duplication,  'srnaller 'plants, lack- of integratibri, , 

 expensive d istributiOn-syS ter-US, and  high  

adMinistratiVe,Overheadà. ,; - ;. 

111 1: • 	 f firms importa"t ;c,aracter,s 1,c o 

COrn-Pareel..ITVn-,:ith their.  International eOrriPetitOrsi.: Two  

supply ,i-nanàged'in4stries',fo.éx.port (otheftlian 
.fcir sisrinb.lnd;disPes'  ai;pi,iii5OS-eS),-- and à'detridristrably , ,, 
lower leVel'df irindatidri:ediripareclWitt- ,t1:10r  U S . 
open market  counterparts  

Most 	
•,. 

Of these. industries .:'will I reirrain isOlated-frein 
global challenges as long as import  controls  are in 

place, but the Srarne'canridtfhe . 'Saidfdii.,,thoSe•higii; -:, 
Valrie;:addedinduStrieSiiSing ; their  output in  further 

precfricts 
- 

 
are  . tôteeted frein 'Cheaper imports  4 tariffs; Whicli: 
are'eleeliningitirider the FT.À.:'IMpOrt..Penetration,- :. -___, . 	_ 	. 	. 	. 	, . 	. 	, 	. 	_ 
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FOOD AND BEVERAGES 

seneouraged by, declining 'tariffs 'Wilt canSea'Steadii:-. 
'erosion Of dôrriestic'Market sharé for 'Value,added': 
produCts 	 are.loWered to 
match  those in:the y.,S,-For eXamplei Many Catiadian 
bakedgoodS,wete riOt côrrip,etitive until domestic, 
Wheat-prieeriolicieS.Were.changed.' , Unfil these 	, 
ChatigeS•Càriadian:millers.had'paid.i.ip to tWiCe  as  

, feW ,hOnrsdriVe,frôm :Canada% heartland.; , 	( 

•Cha.ngiiig 
-.Às Mass markets evébkfed: intô riiimerotiS -lifestyle; 'eth;•••,.' 
.nie  and  conVeriieriee  niche  Markets dUring::thel.980S;•' 

`. 'shifting eonSiiniet Preferences gteatlY.combliçated;_the • 
Marketing:offood.and beVeràge<ProdUCts;COnplerà';:;,', 
With these -changes ..arethdse relate-dto;rieW  environ
Mental laWs,:specifiéally:the National  Packaging; 

•- ".,PrOtôço1 .. While- theSe:.deVelopirients mean opportiini-7 . 
 tieS for >adaptable',firMS;:the . highly:f.regulated  environ 

inent  in  yvhiehthesectôr, Operates i, botKdorrieStiCally , 
•,-.and,iutertiationally;,MakesIt'diffieult foif-'striall: and  

prodlice. à Wide:ràrige  of  
Prodnets cost ,LeffeCtiVely.:Internatiiinally; ConsUrrier- . 2 
driveniconcetris -about food -safetY,'nutrition ,and the 

 .ei-niiroritnerit are 'leading -to.neW. regtilations -  on:-Prbil; 
neuàrid,ProCess Standards 'labelling -aridipaekagifie 

:.theSe regidations Challenge firins to Make,thè irioS± 
- 

 
efficient  f  competitive Wive -Sp-lien-4. In:spite. of inten‘- • 
eye- effort, , internationalliarrndriizàtiôri Of 'standards 

 ' is -still .a:long,Way‘froi-nibeing.deniye-d-:, 	 - 

Sirategic Mhances,"- ,  - • 
- Becanse,Of  the  sp I i t. in  the se etor,,between . inward 

and oiltWardfoCus, ititer-,Seetoral•aridinter,,iridustryi: 
strategic çO6Peration.on,•,CôrrinetitlyéneSS  issues  hs 

' been Minarrie  In  CorripariSOn.;',ith the V.'5.'and 
ôther'côn-ipetitôrs, the Caria,dian:foodindiistry has' ' 
,cinly 'been to -develi4y:the degree'of strategie Piirpose 

• :needed  for.coherent ancl , su,s. tained é5iPort dév,é.10P. 
meni and  market maintenance effort., 	, 

hmovati~n  
As a  -stik  of  this là.elc,:-.of:âï'aeg'iç' Pi:it-pose ;'and. alSO 
because Of iriterriarfragirientation and 1.)frich 'plant 
doinihatibn;the'Ca:nadian:focidiand,bé'veragéS seetnf; 

' :With'orne'àdrnitable:,éxcèntions; has .p.1-so nbt been , 
:`.i.Partienlarlyadept at irinôVation. ,0iinYaliie-added 

indùstries'ferriairi undercleyeloPed,,;,eyeii' thoUghl'World: „ 	 .„ 	. 

• , 	. 

t - 

. i ad-irii theii:prOclusts'isgrOWingraP: 

as e

dly,„ fli o

,eç

w‘trei,..,Ylii.,,èr, ,. ,.. 
" r  ' '  ' ' d ' t iling üphePt-;of e1  

	

-''': 	.--.<, 	• ' 	e distrii:nting n rF 	ëornu 	 , 
inilustrY:.7--' ._,ati'iri:e'rerasirigly -,ini„port dnb'te"f‘ jacèatror...‘in•thé, ,-  

; evOlUtion-  Of thé C, ,anadiari food and  i  ,  
New 

 es,6„sreeçà
t
rl:i.. or 

-7 	
,., 

''''' • haâ'beenSomeWhat, triOre:.innoyat , ,. 	,  ... 	-7.-•.-, 	-• 	- 
	,.. 	, zatiônal -strii.êtureS.  atid P,r_a„g

ticés ( sliçh 
•,:,' -; , clà,--Ï, int'erchangeand'direet•pro d uet  profit,anai_ysis)

„

,,,, ,‘  

pCil.,,tr>à-à.binçie.,t..:'.k.dsie' 

 ci

i'lsis.0:é,'..fhir,9  'e'. .ràs: ile, lY,,-o.:‘als:,-Tér'Él_i.:1:ciTvé'ffàtei6t;d ,'à...7.i, bi'l:es,e't,rc., a--:fièà  p'-l :>  
Sales groWth-  ('. 	d cis deVe.

i
ope

d 
to  the 

- t 
_ 	e , , . , , ,.. 	, 

, 'f the'majorir_etallers.:, , ,.,-''' „,'. 	, 
t• ,i'bi-ii.n 'é' vfàbil'serid:e Seetoç-has'atsôneeri a driver  1. -:!_r,  

' 	r innOVation,:dé_rriandingf. ctightly ,specified  
ri,;3.rt ion,-coiitr011edintodut,?

4à',.c--..ee:ating newop,119, r-rs  : 
'•valtie --addéd'Production.7,!, ,i . e.,ctoÉ.  ...à .s,9  

e 	

-,- 
Oiiraged itS supplierà ,tb a opti,riew„ProduCtion 

St'S'iandards'„S`iieh'asii",O,tal'Quality Management 
--è:

• 	

_In:Tirn,e in•vçntg 	.” 

	

-rY-; 	'  7

~~ 

Ihn.Éié"1-  Innovation 	the  food 	bev.ei'ags,§ tciie, ,  
b 	'a " eis' 'riot eirip- b-'- - 	' ' 	. 	l-eel Y çOit, O,fa e nlla...g , .,•- 	•., 	i ..• ,.. ' 'iria-Y b '' 9 

h 
1

de 
,-,;'''' -- -,,i: : 	::- 'd , -' ï ,  -firiei',t. This  làc(,,, s'iiiii"--g ,,Pro üetan . pfoç'es:s , eye op 	, 	,  

!of p. !- c?i,i'af. i_ti _reSults, in'.the'sniall_size-andseOfôreeo
,f 
igni:,„  

' d adian-'omined'.fitins;%and•the ten
a 	

of , ency , ,, ,  
Owried firrnslo , ey 	inriOvations„e o t  : h_  

":-- head office: j'ils. sèçtor's:ço,rpcii-até.,cultüre.„,yyht,h,:: ,,_;  
refleéts its'linicrian,:reSnutc'e:hase; ,. far...Onisa.epi. a. pt  nig, 

 r7  xiSi'ing prodùces," ,protesks and bUsiness, ra,..,e, thoîl.: S:•.;: i 
1  iather than innovation. 

Human -11e$pùféé.ëà:e .  • - I: 
Hiirrianièôû ree,iSSué;:nattieularly' fraining  and 

 d,eVelOpinerit,  are central 	the s,e,ctor•!.s prodUCtiyity,-, 
Peifotffia'rice:Thé ectoliàs histoticallsivéd as 'a 

• inajOt ,entty  point for  initnigtatits.:and rural Canadians 
into'the iridustrial yyàrk'fofce'. 

ih-iPôtant.tOrnpOnèrit of  the  work „ 
-, -f6tReTtliat ieayailable td,this s ector'(at - atirdeiwhen 

it is'facing the prospect  of,:inajoi--(tèélanOlOgiçal 
changes),  eduatiOn leVelS'and-,literacy  and  nuirieracy”. 

-Capabilities'-ferriaii-Ékè.v isSue's...Wbiker safé,ty,  and  
:ocetipatiOpal: health' hatards;'partictilarly` tePetitivé ' 

-trauma  disprdét's, together with Managemént;Oef, 
• teéhnol'Ogy iSsues,', in gerierà4 are irieréaSingly: being 

addressed cooperatiVelY by,làbôùË, aid'inariàge`rhét.it. 

• 

Ni;i.j.STRÏÂL 



: partriershiPS,in hutriand'esitnirce.devel6pulent, 
• 

,•_ teChnolOetranSfer and:rnechanisrnS:foé inteinâtiOnal- -  
• - 

•WdÉfe'W,r,OWarda: Mbré: Internationally competitive 
••lfoôdancl'hé-verages sector:: is seenqn the  reeent,'OPen3i, 

ing of:the ..Can'a ian, border to..U.S.- .wheat  and  flour:. 
.':PrOdii.CtS';• --the,Moye to daily pricing  of  wheat,  a more • 
:opèri spirit of  interseetbrat cdoPeration, as repre,-, 	: 
sented

• , 	. 
-:bY•the,'sueeeSsful.-'contract .négotiations:betWeeti , 

grO_Wers  and  -proceSsbrs  in the  Ontario - pro  
, CeSsingindtiStrY`,:-anclibe-drigning::rationalizatiOn'Of 

, -;.-seVeralikeY jridiiStrieS: The direCtiOnS.foithe,,seetor's".: 
future are set out  in th  recOrrirriendatidns' , Of the 'Vati- 

_cus task forces , Of the. AgriCUltnrall'OliCyleYie,w;• arie:.: • 
refinegt by.the'r'Agii,È.00d:C,oinpetitiveneSs 

.-dbùncit 

:DeSpite thé seCtOr-s-Strtictiara problems;. -whic . 	. 	, 	, 	. 	 • 	• 	,-• 	. „ 	, • 	- • - • 	 _ 	, 	. 
,• .:'éCillectie -Will; \Can b&OVercOrrie;the. ,outlook for  the , 

tood•and:beyeiager,indtiStryiSripositive'lf  the  mpmen 
' turntO,Ward• trade" liberalizationis Sustaine 	epletioru 
of  renewable »souiCéà-(stich..a,fish StOekS ) 14 roVer-•,,-,s, 

' Côniè, and :fiuMerons managernent-i-technOlOgyand...;., 
,htirrian reScitirce issuesare resolved The„ Sector. is  in a 

•. , state-.:Offluic:7he.'inexOrablé trade  forces ,•p the 

 and,EierOple  1992,::à'rviit 11 as'.the,prospeet•Of`a. 
•'• NAPTA,,areiShaPineanada!s`,priniaiy:  inclUStrièS and 
-their.deperiderdpfoCesSing,:indùstries ,. 

in lare par, 	politico;•economic- evelopments, • 
'i• -•worldwide  The  subsidized VC-..,fOod .,63'çpOtb 

. ,countermeasures that 451,e,--,offiCieht„.irid itstris 
(siieh,as'ariadà.'s meat and f grain;:prOdnets, industries)  

• càüld,eaSeasithe .W6r1d;grapples With. feeding  the 

 Soyiet  Union and  Othel::Easterri Etirdpeari,natiOnS, 
and â.tlë'gôtfatiOns,:.iri -  the 'OATT.- ..COntinUe.F.Utther,-,- 
,.inOrei'-the.extreine-envirântrientalsoStS:O_ - intensive • 
agricultut,e,inestern'Eirope 

• the international:Compétitiyeness Of the F'ùr•Opearr. 
food  industry. -•;' 	- 

•-Siinilar•dileirittiasi•faCeicôtriiriercial, fodc12'prOdiictiOn 
in the  'Far East.'-Japari.: , Kored  and Taiwan are import 

 :,•:ineinereasing-qUantities  of  feed;grains,,andOrieeWàrld 
•frOrri theit ‘ cUrtent lows,-higher 

hinit these.:cOnritries',. -ability,tninairitain 
-, affoidable protein  production  .-• Asian 'clernaildior-;:pro-; '. 

, -CeSseefiSh',..rneati':dairy,prOdnetS and an - 	• • 	,. • - 	, 	 , 	— • 	„.. , 
diverse range of  prOceSSed foOds, is expected to  drive .,••• 
the,:grOWthsOf the  World?s\ trade  in food •-.. 

'Tapping into this:,pôtentially yast market gtoWth .-• 

nershps td , bàrFies the SeCtots• latent CaÉ)acity.; , :qiia 
itÉ raw:Materials; rash,fghly, flexible ,industriallaSeï a ,•; 
soli'd; rèsearCkinfraStnicture.,`Withhi-Agrieulttire ,  
Canada and 	:Department. of Fisheries  and  0ceans;--  

' -•,-new  production  tools based  on  biotechnology,, and 

:people  wit in the:industry'whO are capable of-capital-
iz frig .On7these asses. ISTps ,indusityrgebyertunent; 

• Sector- Cotiapeitiveness  initiatives,  such  as the  
• 

MarketS•beVelOPriienti:PrOgrarri and the Advanced

TeCnologieS;TOr`the:tanadian.:MeatInduStry 
Cornniittee -:are,ericOiirà'gine the formation • n . •,/ 

Sé' <ètoral Ageede, for Interneitione 
Cornpetitiveness 

, 

Cariada'S  food ' and beYeraeS seCtOr,ecan benefit- frOria ,  
the  Strcing grOyyth idwOrlertrade  in  processedfOodS'''-':'- 

- eXpec ted  in the 1990s,  15,!b:sidd' that %11' participants ; 
in  the%eetôtj.WhateVer.theirtévéj -  in the  production 

,: •and:inarketing.chairi; àdipbt'âiàibbalf`attitUde and re'c- 
gene t eir'cornp, ernentarY roles., • ' 

Where -aPprOpriate indiVidneiriauStriéS ïn ,-Paru: 
•• riership, With-goVernineriti: Conic:lie:greater emphasiS 

- 
 

on  deyeloping linkages NYI.th equipment  and  techriol,. 
besùpeer thrbiigh COnsortia;  Joint ventures and 

 technQlogy  alliances • • 	•:••:. 

	

emphasis- on R&L) networks, 	, 
especially techtiolOgy:brOkérage tioboticsi-"*.oùjd 
maximize theriise'of: seXiSting-infrastruCtUré;:-Af bettet -", , ":: 
balarice,, in It_(5.z.p0-itogeot_ii -theiOod Chain, thrOugh:.': 

ite_allOCation OftespurceS among researeheentreS" ..that',.: 
emphasize:Valùè,•addeci:,fOOds,=.COnle,he•aëliieveci by" 

R&f:),COnsortiàç'and",ne-tWôtkà:':;'::::'.- 
.:,stieh-as -Teçhi-ioirriar:ând the  International  0.eritré 
for  Agri  Food :Sçierice_araTeChnoldgy. - : S ,72  

Canadiati çoiripanies sticee -seallY iriVéSting &inky 
in  reign markets to,gain :access for,>and acceptance, 
of,  their brands outside  of Canada, or  inyeStinU'èqiiity 
to eusuite, early acées'td:riew_pràdi -ict_arid, piOCès 
de-VeloPrrientà,, can serve ,a,S rriOderS of hOw to reSPOnd '-• 

>tO,glObal-oppôrtiinitiè0-hese sUCCeSeut COmPanieS 
could _beipUbliCed àS Case.stiidieS:t6 emphasizethe': 

	

OfStich,StrategieS:f 	 `• • 



A breed  coalition of, induStry and 'Consumer :stake-, 
holders; tOgether.With the,fédéi:â1 gOVerhrherit:ancl» 
the provinces,  shduicl,bhild upOn the 'Wor. k_of'  the  
Agricultural POlicy flèvieW task:forces ;  which:ideriti- 
•fied a need to d,eveldp the sëcé!iid generaii6ii supply'', 

 Management systems,for daity-ahl-POhltry. Thése 
, sYsteinS shOuld'be sufficiently tharketrésponSive as - 

to be capable of addressing further PrOcessOï'input < 	, 	, 
c6St/efficiericy  issues  and prodtict 	 • 

„  innovation  issdes. 	• 	- 
In a Closelyielated  initiative,  Concerned  industries 

 and'goVernmènts should,striVé together:to signifi 
cantly,'reduce -  all interpidVincial barriers to:trade,._ 
in 	

_ 	. 	_ 	 , 	 , 
food  and beverage products; most,riptably" in  

beer and wine. 	 '< : 
'Competitiôri and resource nianagement-pOlicieS _ , , 

should beireviewed,by all stakeholders:to ensUre that 
;theyare responsive to the new,Côtripetitive, rrealities-:, 

. of the North American Markey" : 	 , 
' 

	

	InduStry,'With àPprOpriate StiPP -oft, shônld-experi. 
ment  with generic Marketing median isms,and purime 

• identified  niche markets in àStrâtegic inarinêt  design 
cd  to  gain global presence' for Canadian food and 

 beVerage,prodùctS.  
All  stakeholders:IOU:id enstiri that their. 

apProa,ches,ià the ényitànmental isSues:imPacting ' 
the  séctbÉ are balandéd,.and that the full rangé of 

 regulatory and Market factors are taken, intO  consid-
ération  sO that  the Sector'SCOMPetitive:POSitidmis". 
notcomprbinised. 

" 	Smaller, inndvative firms shOuld be enCotiraged 
to he more ciütWard ,oriented throtigh indhStryaSsoci-- s; 

 eXport,prOmOtiOn,Prograri-iS, export Clubs and z 	„ 	_ 	 . „ 
participation  in  industry;.led Çompetitivè 'Challenge  ,z 
:riniàsioris that prbrriOte understandinà Of fèreigh com 
pétitdrs' strategieS and capabilities.  

Industry and là.b6iir .shotild'swork:CloselY With- , 	. 	..< 	 _ , 
,j..gbyérruhèqt: to adOPt'a Coordinatedand coherent 

approach tà rédiice_the COsts Of'inpUts - (raw'-materials-, , 
 : paçkaging,, etc.) thiciugh . regulatory „ 	 . 

'eralization and teChnolOgy  diffusion, - and wOrk to 
- increaSe' value,- added: Piocessing.' ,  

indtistrY, • ih'ijartn:ership yv-ithdyéinment and 
ihriOvative - àpproachés tWdeVèl-';' - 

<oping  the  seetor's'hUman resources throügh, training 
prOgramS ,ernehasiiing  Total  .Quality  Management 	. 
typéai5P-roaCheà..to  production  afid:Markëtind7 .  

.Çanada's food  and  beverages Seeter -faces the  chal-
lenge of  Operating profitablY'inah inCreasinglY'oPep.' 
marketplaCd. Industries  that tehT  on  the dorhestic 	; 
inarket'Will have:to célpe with-intreasing côniTictitioh _ 
frôn-CAinericah, EtiroPean'àhd'japarieSé_prOcessorS, 
as  well as the global  PrOcurerhént practiCeS of .the' 
food and  heveragediStributiOn seCtor.'Canadian 
firéris'inthis.,SectOr i • if they are to - flourish; intit match ;. 

- their ,internatione,competitbrs', marketing Strategies, :  
- technologies and  prOduCtS'.: 

INDUStRiALONIPETITIVEliÉS: :k SECTORAL  PERSPECTIVE 0. 



IIHECI4EMICAL -'SECTOR IS  kVIrt'ÀtTART  OF THE  CANADIAN ECONOMY,: -PROVIDING 
Wide  range of 	iii'odUcts 

i•àeCtaï..7i r liased  on  competitively> available natural resources, such  as  oil, gasi::energy 
- .and 	 edaCated:We'e- ik f-oèèo,léstamiàhd idisteihiutiariand 5 

ity  
po' sitilie;4ci'Ci6rs,i', -aiiA,'àur access to technology franiciiroand  the  Warld, through 
enguneering firms  and international  ,finkages iieni-Ln'eS'ihat _thie 
iinpaï-tanttathe r Canadian eçantini)::;‘' 

_ •The-cherriièàl ,sectOr-is Canada's"fiftÈr-larÈeSt itiatin= 
factüring unit in relation té, value Of ShiPinènts,.and,;;, 
ranks 
„. 	, 	 „ 	_ ,  

third'in ;Vaine "added. "N'Ore than•1100000 -,PeoPle...' • • ,2- 
'•'`a.ie.ètriPlOy\'..ed'in k. the-  'Seetôr';• and:s' hipitrientS'.'eXCeed.'' 

billion,perr‘%/eàt.--Tfrii„ .reprèsents  about 10 percent 
Of total  rnantifaCtUrinà actiVity . and5.4-p#:cent:of 

: - .niantifaCtUring.;erneôyrrientlnrCanada;ItS rriatkets..-• •• '`- 
'..are'inteinatiOnaVwith'enibits acounting  fo 
-.'40. per-Cent Of §fliPrrients:'• • .•-•.= s,' 

thert•  rade balance ha§ lieen'POSitiVe - f6 S five  of the 
- • 	 g paSesik-,.yearS; -avetaing:abôùt-$60Q . raillion pét,yeat. , • 

Imports  . 
	. 	•- 	.• 	 •••- • 	• . 	• 	• 

represent:Ohe•third "of the dOrtieStic -niarkét, , 
,• and are  mostly.SpeCialtyand-:fornïùlated:Cheitiical 

• .piodets:taildred . fOr SpeCiffe'end uses. Eic.pOrts :are-
. 'WOrld-:cbinpètitive•andatè::.larel -ccimitiodi,ty cherni,, 

 -,..ealproducts based  on  plentiful raw materials•- • 

.fbr,titittioses',Ofthis  discussion, the 	is:divided:,.'; • 
into two,groupine:4Otardodity. prOdriets  and special ty  
and  fOrinulated prodtictS ...'dirgriedfty:produCts,  about 
40  percent of  seetbt shiptnénts; areeharacieriz iedrin , ; 

, I 	 „ 	 - 	 • 	 , 

' Canada as  wOrldSea.le,ektiOrt'-oriéritedandeapital-2- '5 
• • intenSiVe; , Utilizindlatest-teChnologV.  and latâel' • 

forefàn;OWned. facilitie§vThepoSitive traité balance 
for  dieSetirodùct§ has liéeri ahorit $2.6 1,;illion • ; 

• annually 6Versthe past sik years Specialty  and  formu  
lated iiro-duçts;  about 60 percent  oesectdr -ShiPirients ' „ 	, 	_ 	 • - 
ateicharactérized 4striall-:scale OpetatiOnSthat supply 
,regiOnSwithin  the  dOm.  estio•rriarket 

;_•,:addedproduCts::'"Érreàè;corapaniesaiavehiàhèt, 
7 Çanacliari' OwnetshiP-than: ›the:COniriiodity's  

and' atéinpt:  iô cliffei.pritiate - thèmselVeS•frOrri the it 	• 
,cOrnpetitiOn bV the, qualitV of service.Offered. 	; 

: -.The,"néàatiVe-trade'halance •ha's aVeraged aboie 
.$2-billiOn'anntiallV:oyet:theLOast:six,yeats;  and the 

:,.'•inipOtt'inarket Shatehas -:inereaSeCt.: 	 • 
•-éOtiarrioditVproduCts inClirdepetrOChernicals;» incit.L. • 

.(iilagtis):;:élas"tç*fé 
iiàÉy' and forrrinlateaCheinleall' 

product§ inélude specialty, and fine chernicalSi,Phar;-,.- 
e . 	 •„., 	 •r e 	 • 	 •• 

•' • itià.Cçiit i,C4S -and rn'edidinèS; :paints' and •Vainishes,...• 
soaps. àhctçlqatiing -cdmpOriiids,•',CrdpIDtotectiori • • 	•.... 	, 	• 	. 	. 	• 	- 

-'..,.•ic,hemiCars , and a Wide;varietV Of for'intilatedPrOduCts. 
In total,  Canadialiehernical Seetor sales are.abOtit'•:-; 

:7 Percent of :11p .ftli--:ArrietiCan: sales  ,ànri.:2: percent of  • 
larÉeSt :trading Partr.. 

takineaboirt;70,perCent:Of &ports and 'providitig 
T'about 70 percent Of •_Cariladian  imports  Canadais  the 

:- ..2WOrld'sfarge§t exporter of  rnerchant §iiiphùr; the, • 
•largeSt , expôrtet,Of Pôtash ;. - and:a SignifiCant NOrtli- •• _ 

:./.• :.-; •ArrietiCantireseriee in'a.Wide- range -of -àèhéi 
ityproducts ...-We  are  not -  a world:fài'ee in.theSpecialty,' 

• andforrritilatedIndùstneS:TOt the' cheinidar sector  as 
a=.Whole; :prices ate.serekternally;:our Coinpetitiveness •- 

••.: •is deterrriined by our ability to,•ineet,globalp-  iiees 
while•eriS-uring .adegnate:retinn .  On, inVeStraérit. -  • 

- 	-MultinaticinaL•firnis contrOta- major part Of the. ; • •- 
;'• - isectOf'•, about 7 5:lietcent Of aSsets and s'als::.Rélatédc' - 

. plants • of dieSe ,CorpOtations',anillatge, tr4tinatironafs 
in  other 	 itiajbf,e-Orn-pèti :( . 	• - 	• 	.• 	 . 
tOrS:Sifityre'reeently, there  have  beeri new' entries 	•r: 
frOrri.other ,enéresï--ifch. (é:à.:Sà4di:Ar>abia) -arict newly 
industrialjzed cOuntrieS- .( e.g.Kor-ea:and.TaiWan):. 
, 	 • 	 • 	 . 	 ,- 	 • 	 • 

The  ' infrastructure  available_in:Canada.•(éducated: "••••:. 
and-' - .; • 

.".'2• -•telecOmint.iniCations Sv§tem' s), triakes' the CherniCal 
ÉeCtdr.  . 	 . 	 . 

.NÉ)I.JSTRIAir COMPLTITIVENESS  A  sEdTéni -ÀL PERSPLCTIVE  



frniné  

The  Cheinical;seetcif  in  ?.'1-.iàdà:dOrèlôpédiDéhiÉid- 
• . high'tatiff .  wallS 

'industry;As ecoriornieS'„of scale ir.nprOved ;  and  ship  
inent Of prOdnetS Was facilitated by  transportation  • 
.adVanCes (bulk Carriers and.unit.trains),  international 

 rnoVernent  of  CotriniOdities ,.becarne More .commOn - 
becameeVident by the Mid  -71960S that - 

•; p:"vv.:21.1,d - càlé; world;rnarket .rnind-Set WOUld bé "neCeS'-7.,• • 
' • .sary to ensUre 

In the 1970s and  early  1980s, the  petrochemical,  fer  
industries  'inVestedfieaV,ily  in 

'Càriada:W ith an :eye tà exportS.• Canada' alreadyhad'ri• 
r rnoSt-'-of.the eSsèntiatingredient .S:fOr deVeropingthese 

industries  (riaW-  Materials, electncal ienergY-and 
trained-Iabour ibr'çë)...b'partienlar,:,petroehernical.;. 
inVestrrient was, - achievedhasedOn. security.bf  

... 
 

of  natnral gaS.arid oil feedstOçks; and  ari•eXpectatiOn. -  
of alOnd-tertri.ebst adVantagefOr`feedstOCkskillowing, -:  
the oiLprice shOckS of  1973 and'1979.11ri manufac 

• 'tilted CherniCalS"; exports: greW:frorn17; Percent' Of 
'sales  'in.:1969 to 43 ,percent  Of sales in  

-,"irivestMerit.decisionS, tôday.  are baSedj.hëayily• on  the  
. expart  market; 	s... , 	• 	 , 

During the1980s;.a.:recessionandthe/WOrldWide; 
.. : ovcrbu ilding,Of the pfeviOus .deeade':led to -arriajOt 

...: -„restrù,eturing  of the  world chen-lical:indUStry: In many 
instances, . the Overbuilding:Was lpreinised•On,feedàtock',-. 
cost exPeetations that  disappeared  as the .wOrld eXpe.-- • 

. rienceçl energy 'cOst•esCalatiOns,and.S,Upplidiffienliiés:. 
r : 

 
Most  leading',WOrld.PrOdiicereratidnal ized their OPer-7' 

on'eàr.e.-buSinesses'; -  thenon7, 
•--L , coreluSineSSes'-that 

-There WaS .increasingtecOgnition 
rhirsiriesS 1̀ .Sh.O.Uld. bei-.;petate,d. ,globally,tO maximize 

• - returns.... 	..` 	 - 	f ,Éor.the sPeCialty and forrnulateetridtistries,' per o 
rriance has:been thixed.'While'grw, th. continues , to . ,„ 

: 'sligl-itlyrOntpaCe.  th'enatiOnal aVerage,.-=these industries  
arc 	 11 :;CliaracteriZed by.higher unport penetra,-, 
tion and little eXPort Orientation. With the-FTA. ,. and . 
MdreOpen:ipternatiônal trade res,ultrng,froin s 
sive GATT negOtiations;7.theSeindUStries  are becom 
'ing increasingly' exPci,  sed to 	 competi  

'tion Restructurtng and rationalization is resulting, 
2an  increasing peteentage, Share of 	 domestic  

marketbeinwheldby  imports ,: , „: 

The specialty' and'fOrrnulated-indüstries have - 
his torically, be.ett headqUartered in'maj or' inçkistriaP 
izédeonntries —=GermanY, thé U K:; the VÉS; and, 
Morerecently, Japaril Relative -tip theSe  centres, thé 

é:Cariadian-industry - is-Snaall , • 

	

The42. 1-iarrnacentiCal inclUstry:iri Can4da COrri. 	• 
pbsed  of  COrnPanies'thai.deVelOP,,andriaantifaCtiire'. 

'...patentablearid.prOprietary,medieiries; and•cornPaniés: 
'that.PrOdueegeneric Medicines:: About  80  percent of 

 :^theinduStry isforeign.-,OWned'i'ith Canadian oWner-
.',.ship.:COneentratedirthe.generic segment,Virtually  

all 'CornP,anies  in -Cariada,fdrnitilateirripOrted  active 
 ingiedients-intôefinal"doSageforin; and  derive the 

rnPiOritrOftheiereVénires fibin dorrieStiesales: -, 
For  many products  of .the  SneCialtV,andiOrrn Ulated; 

and 'phargraceutical. indtiStrieS,'thererare'factors'that ,;. 
- riiritiede international ttade, file:hiding high prOdue-,..:•.• • 
'tibnedSts, a highiserviee'corriporient, and:differing ;•-. 
national-regtilatOf.y'and lahelling.reoniretnents; In the  

-ernerging-global trade environment; 'efforts  are  Undei•• ,,  
"•'. Way,tO recinée ttansPortatiOn "ancr.staridài:cl .  
- '-'„Changing•COnditiOns-in:the Wçitld marketplace haVe ---• 

'encoirraged these industries to '-adjirs t 	the  :corn; 
modities  industrie  ict before thein:, ECo'norn re's  of  

--''kà.1é;Inil'olidti'v,elnahageffiewtechniques, Manage r 
 'Mentr-labbUrrelatiOnS-and'ii-nPrOvedinantifaetnring:'• 

-•"techriOlOgieS are all 'corittibUting td: thrs more open 
 , • and .inOre •corripetitiverriarketPlace..': 

DifferentcOriaPetitïVè'forées-cônftbrit' the  
; 

	commod- 
ity  and  sPecialty_grOup.ings of the sectOr, For -the - 	• 
çOnarnÉklitysee.tdr i  th;traditiOnaladVaritages --arerta.W: 

, .1-naterial'and , enetgy 
priees.Canada'S greateststierigthlies , in-WorldIStale • 

•., 'prOdUctiàn:facilities'.iliat have been 	 .._‘.; 
operated ,to sUPply„ the Canadian  and  eXport. Markets.' 

otri;- . .2 
-petitiye throUgh:constarit 'Upgrading 1n,e6ntrast, the 
speCialt,Y..andfor tinuilated ebernicals-portiori cdihe 
SeCtOr has been Wpklièd'in  large paft.'froiri products 
deVelOPed-a,dct -inàhtifàcteed , abrOad; 
that..ptovideS ithegreates(Potential  for  fütnre.gro'wth":. 

. Canadian:companies- Will haVe'ià 'acquire the neces  
sary btOdtici;and'teehricilOgy-develOPMent;SkillS 
,successfù1.. -Mog doinnanies,dd:ru>t,pcisSessthein,now; .  

2 	 INDUSTRIAL COIVIPETITIVÈNÊSSi'À SÈCDORÀLPERSt'ECTIVt . 	, 	 „ 	, 	 „ 



Th'&.Cri is.;. trote.) . P.  an ,  

the tj. ;;S; 	 milti  
lateral 	a.T 

	

È. 	 et?"cl-S- 
 still 
and 

services  worldwide,  and a large national market base 
 still ficarit'harriers,,to, free 

 to ‘" arr ediiçèntrP..t,9,1" 	; 	, of non tariff — 
.i•dç• 	forindustr to take advantager„oti  the 

 ,opportunities•  

- 
iraditionat s"trengèh - lithé eher.nieal sector 

has :13 réd.  - éorriè''Sront: the aya.i a .1 	 ,
Much of the 	 ieat,èXpansiOn,',in 

Canada in the  late  1970s and  erly  1980s  was under 
_ 	, 	, 	, 

ekeeestatidndf 

1.-986S;:,this. 'feieditâckspriEei'advantagel,h.as,-h.eeri;eritye" 
- 

e 'ClietniCal-i'SeetOri-has. - eeneraffy›. : •-h.a. -d-re4:aeçès,S ..t.o 

' either.,at'br .•,heidW.. 
' „ tais enyiron,ent,..t. e commodities sector has grown. ‘. . 

tdIeedinew.drld.. ,,e,ompetitiye,  and, .eari expcct.;  to- 
' ,.continue  

indristries:in.'edpe, ting2çou,n_ 
FT.  A:,,,adcrthè resultanr 

greate.r.: availahifity9-i.  
halanee.';":. 

: 	 , 	 s ,  • :.•-•;- 

The  Canadian ehernicafs: industrieis lôçated:riekt:io: 

	

-"'thè.;rdrld'S,,largest market (the 	and`is generally,  
Safé and 'zdrap'etitiNie7' 

deliery :syStern ..for bOth dôrrieStie‹ and  foreign-Mark'ete 
Cariadian 
tidriCOStS intotarget'Cariadianand northern  U S ' 
lici,Lar,4ts than thi.ir:Major: -ëoinpeti.tc»,%,!)'nihô  are  pre 

Coast As  

:Tine-4'980.S,,  Canadian. ep-drts ,, 
Èettili4érS-,andsinorgranieS: -greW in Iiiarket, 	• 

; Share' àild  dollar value • 	• 
17-All Stihs'ectdrs.ofithe iddristry, SuppOrted:transporta, ,,:7. 

'.ançi'éôfripetitiVé.. -.9PtidnS:fOthdth'sdurding  of inputs
apd.ri-igorkétineOt products  

Innovation '.•••• - • 	 - T. , " 

R&D  performance in the  'sèetdi' is berovi , iiiiérha-.-' 
tional  standards At about 2:17'P-eréen(df's:là;:éanad. 

 ihSerfdiriiingyat: ahotif  one  half to  one  third  of the  
level  of Majdr, COrriPéting-,eorintries: For the  multina 

e.9i-pdratë'dvirnership'::, 
and in major  ;Market .areas 

Tëdh,tiisioe-,,iS„ 'often read4::,eallablè..iriternationr„ 
; alW,froni• a .parent  'Company,  or  underlicence• , 
À1thOngli -Canadian iriarinfaetnrerS • in the ., t9.10s:.: 

s•and'1'980S:,i_isédihé'iateSt,-.teChridfogieSthey.,Were ,  
-generally, not,the:',indtistri.4aders... As  a reSult;:;;  

Marko dhi,: Canadian 

,i.éktior-t-à;,h7a-ve focused  on  commodities  .In  the • 
pharmaceutical  and  crop  protection industries, for  
.e3'carriPle•, -„CanadairriPOrts•iiirtrialry•:•all -idf ts  active 

 ingredients:,-,;:. ,- (:):";' , -. - -•-• • 

'Pè.tfOrinanee',....Cariatla has  an Wéëllent2aeadernid• infra 

,and 
yrithesis .;, hiOte-ehridlogV  and  inedieal - reSearehi\arriong:;. ., 

:offiérS; 
, ri,iche-sl<ills -  in 'prôdess'déeldprfiérit by using  the „ 

erivirdninentaLregnireinents,:. -  
While R&D  performance and  ddrnestie innovation 

are  .eSS'than.  
latest tëéhndldgy, along with  a  demonstrated ability.- 
td'adapt;thattechribldetOCanadiarrédndifidns,- For  
pharmaceuticals,  and in,i'esponse td improvements  in  

riglits';Made'to'C,anada 	 . 
licensing patrit'laiv fri:198,7 the -inultinatidnal, 
pharmaceutical d-dunpariiès,,Made'côrrirnittrits-td..-•. 
increase R&D,-in_Cariada.Mi,e-,induStry has nearly, , , 
doubled its ':1:"Èt.ii ,aS,•a:perbeni df-SaLéSisince then 
r,eaelling::10',Fiércérg-Of'salèS in; 



For the SpeçialtY and fortnulated industries; à seeure 
mannfacturing base  on à scale bey6nd that which 
currentlY-exiStS  in Canada is probably necessary to 
affOrdreseareh at the ievel:underialcen by Canada'  
major competitors. 	; 	; 	• 	- I.  

, 

' Labüur mid Mandgelimrit 

, The.Cliernical sector attracts a well-ttainedi , profeS; 
sional  labour  force. IncInstrY'has Undertaken in-house , 
training for  iriu,ch'of its ownspeCial needS  and, for 

 large, cOrnpanies  in  particular; Project' Management 
apprOaelies'and'attention to detail ànii  service have  

„ .resùltedin wOrld-calibre operationS. The seetOrlias_-  , 	_ 	„ 
an excellent  safety  record, and  sorue inndvative 
labour management  Suecesses are usecias industrial 

. models (e .g. Du Pont  Canada: Shift crews Managing , 
thcmselves)  In the  speçialty'andfOrmulated seetor, 

- Canadian management  is  being 'challenged as.never 
before to Meet world competition. Broad-produet- 

,  anges, short  runs-and domestic:marketing  are slowly 

, being réplaced by  niche  products and 'rriarketi:-WOrld. 
: prodriet :Mandates,  joint  é#ort:marleting and R&f.:5 

'Reeent deelihingeollege-level errrOltrient ; in  the  
, sciences has beéri suggeSted as à societal•reaction,to 

the image Of the CheinicaLindustt,Y. More  likely;:  this-  '- 
reflects the current  perception of  limited  job  pôssibili; 

•'ties; and correspond  s to siMilar cyCles that haVe been 
seen in  the  past. For thé future, prOvision of stability  _ „ 
.in theoutlobk for •ellipaying jobs'may be the critical 
factor in iinProying th.e flow 6f:s,kills-intçi the Settor: 

It iS important tO note that  the  pharmacetitiéal--; 
industry, like,'other industries, Places'Coniiderable 

'erriPhasis  on the  aVailabilitY'of top research  scientists 
, and research infrastructure  'when. deeiding 'where ,tO 
locate aPlant (Merck FroSst citei,that this Was:alçey ;', 
factor in  deciding to establish -their research facilky,' 
employing 300 sCientists, inMontreal). 	, 

In the  late-1980s', a_tienderriergedtoward consoli 
dation of North American  sales forces  and- relocating ". 
some senior officers'and-head office fiffictions , to- the. 
U.S. While this relocationis perhaPs a natûral' 	. 
outgrOWth of globaldationand foreign ownershiP,It - 
Can resu1t:U-1'a gradual lessening Of the important con---  

; tribution that internationally eXperieneed Canadian .. 
managers have  been able to make,inaggressively, . 

, rseekingont newTinvestMents for Canada. 

Cost  of Eiüiidiliétiebri, and 
the  Intyeti.inerit Chmate 

The lcey reqUirement  for  grôWthin this sector ià  the 

 willingness of the private Sector, to inVest, Where 
they ekiSt, disadvantage- S:0,f {creating facilities in 	- 
Canada must  be  faced. The,rnoSt_iimpOrtantiof thesè 
for  theCorrimoditieS=based  industries are the capital  
cost of facilities  and the  relatiVely low-2projeeted 

-,:réturns on inveStrnent-, - » 	• ..;  
Because of Canada% .haish climate and - high' 

construction labour  costs, tieW Plant construction 
 '.,costs çan_be:1;toi2.5.' percent'highet in Canad a  than , `. 

in the.O.S.: This  'capital  eoSt diSadvantage ;  WhiCh - 
direct impact  upon. return on investment, has; - , 	 . , 	 - 

exiSted thiOughorit, the  1970s and  1980s: While our-j • 
:Clirrrate earrnOt• he:chanded,' other Considetationwill. 
need to be examined CarefullY-in , the 

• A -major  factor infhiencing -retrirnori inv-esti#éne is 

the:current corporate tax regime It ià the  view  of the 
chernical 'sectot;that- althorigh -1988 feeleral côrporate 

: . tak.ChangeS haVe:_brought Canadian'féderarcorpôraté 5: , 
taidéVels,tribre in line with thoSe  in the  

, conibined federal': and provincial taxation  rates; 	, 
„ including the diffeténée- in eaffital,COSt",allOwance 

	

, 	. 
Ov,er,Canadian'onçs 

-fôr'sdme'cherriica{ projects This indtiÉtrizié),,y, iÉ surF,-,'- 
:ported•hy' ,a:.1990.-Conferenée et:mid OÉ Canada study,7,- 
that  (dcireafes tà,X levels'forsitridar- -petiochétnieal ,  
I#OjeciS 	 " • 	 , , 	, _ . 

The  sPeCialty - and tortrinlatedinduStries linCanada : 
are 'gérierallY not'World-scale: As  aresult; Unit eostS , 	' 
of  production tend  to behigheYthan -thoSe iri: 
competing countries'.  

,Rgulatory_Eiraü6itunent,, 	 - 

In  reSpcinSe-to'agroWing SoCietal cOnCern  for the - 
,env ironMent,:the Gonad tan Chemical' ,Ptodnced.  , - 	•, 	. 	2 - 	, - 

' Association  irriPlerneritéçlaResporiSible‘ae -
2 Prograin'in the:1980S: itrhe, CEOS-of  more  than 70  of 

 Canada'Slargest CheiniCal mantifacturers-cOMMitted 
their çoinpaiiieS to -:a 2Stringent set of  operatirigtodes 
of  praCtiee that goVern inannfaCtilting :, tr-anSPOrta-',' _ 
tion,."waste: management, corniiinitremérgency 
responSe planning and  publie- knoWledge of their: 1 

 ,prodtiCts'.:This mOdel hâ been adopted in,ptinciPle . 
by  Chernital'indüstfies'in the 0.5 .-.,«:tittope;'Jàpan 
and 'Anstra.4, and ,Was reçognize,d in 1990 by  tbé. 
United ,Nations 'En,, irçininént -  Prograrn „ 
500 aWard. As:  weft, nOn-trieniblet cherniCal corripanieS', 

, 	 - 	 , 	 , 	• 	•, 	, 	• 
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• 

' :are iridustries;.in'other Seçors:Ofthe Çariadian eçOn- 
-orny„ are exarnining the;Resporisible;Care'PrOgrainaS.:,•---,: 

-i-nòdel .danadianileadershiKis .'ensUring 
enVironinental . 	, 	• 	. 	,.‘ 

' 
 

innovation  and‘response,`tO ..SoCietaFneefd,. --`••••••: 
At the  same tirriei-  the incluStry. haS..eXpresseil 'con- •'-*';: 

eern-Èitlr.thè :itripact -.thatriew,Ç•anadian'regnlations-.- 
.nOt :fOuridelSeWliere -; ,will'have -On its 'abilitii.s to: innO; 
:Va:te:and Corrifietert ihternatiOnalitidtkéts.,Thrb,t,i_à.• 
consultations with Lndustry and  Other stakeholders, 

•- - :‘fe.dereand; prOyindial„:agencies. are making every- 
effort  to•-.enSûre that, rieVn,f regulatiOns to aehieVe;-_.- 
d,eSired'enVitorirnental 

'inuluence ‘thea.biliÈ) -rj 
„ 

•,:in the .regt.ilatoty .procesS .,that présent  -urane obstacles 
thé Corripanies- d-Oing business in 'Canada' mus tal.sO - _ 	. 	• 	.. 	, 	.. 	• 	, 	„ 	, 	. 	•.  

•• 	 • 	 :-• 
. In the  pharmacentiçal -industry,. for examplei...there,,-.. 

is"provincial  ,priee .rânlat ion On diUg PrOducts.l:As,,, 
•3;vell;:interpiovinCiàUrègulatiani`differenees.,haVea:-•:::.: - ., 

Ç--tendencyto fragirient the- market, liinit- Market, adte's 
- and' intioduee ..delayS:in:launehing ne \V.  „prOducts... 

: 
.prOVide Iess  protection than do 

‘: thlise  of  O the r'd v e lOped nations 	rtipn dry, lieen 
ing_Of.,drug patents àlliiliving.,irriport-,ofiriedieines.was":,,,,i, 
introduced in Canada in 1969 in an effort  fOlOçye 
consumer  .drUg`::-pr'ides-by':enCOUraging,.'the grOvth  of 

- 
•governinT ent:,sOught:fO. balante•he,:,-deS 
able  pneesi.While..a.t:the•sarneiimeliObtainineinereasecl:::- 

.'•.• 
.differentiathaS .been inereased ietently. •;:beeause,s -Orrie,A 
inetistrializect'countrieS .  are .  octeriding;•e.ffèctiVe ;patent, 

.fOkCariadian';' 
„ Subsidiaries.'seekingl-escatch.and,rnaritifaeniring  pro 

inténiatiOnat. phartnautiçal-patènts..,The•• 
le»el 

Canada as for the U S and Europe, of the order of 
14 .to .16 - réars 'd,efféctiy'O.fillarket,ProteetiOn.. 

- 

•Thiàiigh inergeis;ratibnalization;of production facih 
•ties and Vertical- integratiOn i, Multinational companies. 
haVereStablished ; à:gobd, measure  of international  

',.competitiveness  in the  eômraàdity.éhenencat sub 

SèCiçir.• I tappear -S-desiral3le' for piodueerà Of speciattï, 
a".nd:fofinûlàtêd èherniçals:to ,einülatetheSelinkages: 
Jôint MarketineeffOrtsrfor small firms,- ; and'frkitu--. 

linkages-ainied : at cOrninereialiiing,Stratégie,.: , 
technologies  (Stich:aS :blotechnology,- and adVarieed -
rnatenalS), are ocairiPleâ Of ways:tO improve. 

Oinlook  for the.sii 9 .f-J 

attractive case  :for  chemical seetOrlgre4th. -  . 
--fOr'Canada •feii-the:190s.11'heperforinance. Of the 

- -sector., n, thelattet_half of the 1980S dèrriOnstrateS :  
':•- •the industry's ability ,to be•internationa4 competirive  

Prospects for" lông-,, terin -grOwth worldwide  are also 
f. ,gOocf; nOtwithstanding:the Cyclical: nature Of the ••••!,' 

,Which ean result  in  peiiodic oVerdapacities;•' : 
 PrédeSsional and •seientifie'expertiSe:isaVailable, there 

''.i.:S'an;,educated• indtistrial •WOrk:fOrce  and a solid indus 
trial baSe, and' the .infrastructure [S. in Place tO'stippOrt', 
:the -developinent, and :Marketing :Of high:iValueadded;- 
chèrniCal:prOdnets forraplated ,f6r speCific'end.nses..- 

North  American free 
-trade:zOne) ProVideS•the OppOrtunity fdr acteS-S. to 

, larâér -market 	• 	 , 	• 	, 
In a :n,-vOrld:teriding tOIWard,'MpreCentralized deci 

siorinia,king;:niapagement ih.the'secp,:w 
to demoristrate.-and,àdtïVelY7proinote:-.the -View that.• 

:.:.•Canada:•is a reliable; profitable:PlaCe.tà'do.bUsiriesS; ,  
are i tangible •benefitsito beinâ 0.• ; goOd corpo 

rate citizen, and that :,Ser y irig 
aChieVing 

eorapetitiVeriess.', • 	 „ 	„ 
, 	,  

••••=1-1,Vci'eritical:iSsneS'.tlïàt•needtô-be 'addrèsged for the- .  
eorrirabdities-liaSed  industries are  .taxation  and costS 

• -of ceintfuçtiàn..: .‘feir'ÇIe`, spetialty'arefOrn-inlatéd' , !'_ ' 
industries,  

elei.c  but the oPportiinities: for, growth.-  are significant. 
These industries are stiliin  tliè".proèè:of adji;àèinà to 

'global markets  arid.elobateOnipetition. ,,Tohe extent 

• 
•=:.`drientedhigi-r-Valueadded indUstry 

in Canada is. 
.• desirable,;•:greater.:Shbit•-:' term opportunity hes  in  trans  

ferting technicatinnoVatiOnS:,frOrnabroa,d-toniann-,-.- . • 
faettirerS _in Canada,: to.  increase.bOd .,doineSti,c..and'_ 

,...ekpOrt  markets  We need tci,bé:efficient:useis  of theY: 
--;•lateSs.t 'téclindlOe. • 	' 	• 

PERSPECTIVE  



CHEMICALS 

• ThetianSition'tôhigli•-,Valti-e',adde&forinulated - 	:•••••• 
-•,...,chemical .Prodncts, Will require Certain adjtiStineiits•:' 
• :Canadian -côrnPanies will  have  to acquire  ancr. 

..deyelori --the:ekpertis,e "rieeded'to.Sticeed. -in,theSenew,•._, 
particniarry SCieritifie  and management  

- 	. • • . skills. The•-•most.irrimediate'râtite to -:hting •abont'ithiSr, 
transition  is',.tutierSnade'iriultinatioriar'conffianies, -.'j•( , 
that -the Canadian stibslidiaties; ,  bri hétialf  of the par 

 .ent; 'should take On  production, research and  prcianet 
deVelopuient .MandateS-in .Selected•pr,OdUct.ateas -;":.:. ..:_,.,- .; 

 „Àchiéving•Sigriificaritty IncreaSed.Cariadian; ind.iikty',.L 1 
R&D in the •seétot,Will.alsO.,r'é,4ujrei .Consieleratidrichy'- ‘;'''; - 
all StakeholderS..As.anTexarnnte i  
licensing ,patent,laW,•-•although, Made,: less .tinnitive. - to 
inventors  in 1987,  is Still13erceiVékEby7the' .MajpritÉof 

• SindUStry•a.S'arif.hrin—edirnent. to'.'attt/aCtindrieW, -,multina- 
tional  '.aCtivitV in'tesearch.•anci•rtiannfaeturing'in• -  

‘, • 'Canada', InterriatiOnat,indùstry.  •Sees thésé - proviSionS.- 
s . as  ext:ètriely:negative,:espediall}i ..so'since.siCeer.Iridtfs-,'H 
trialiZed,Côuntries  are  inoVir,ig'tci,Wai_d.kinger periods  

• kér eXeln' Sfyit'y'.,ÉSii:'CanadaYThere'iS,the -l'addièionat 	; 1 
 - Conçern that,  in the future, '• Canada's'laWs.•Codd be 

:..' .",.•,iiSéd:à.'à:rriodellor 'many' tesser;deVeloped 
,  At ' the same tifne,' some., generic ;  prodikét's. are hegin.• 

the  ifirioVative.:prodUct  research  
tôtru•pfo•Ve.,,::, 

,Industry has sà.esseel-tlia'ribe . regùlàÈot.y syserh. idnf- 
- 
• tar protection  lékislati'on• will p'rescht obstacles if 

 .inore.orié-roùs  in  Canada ,thari  in  othei induStrialtzed _ 
.•.  nations If 	deVeton,riierit istO.he 

Canada intist,erisute that international.eônibetitive•-• - • 
CôrribromiSed,asit striVes to, a•chierve 

';••,"•.enyironinental,•ohject .iVes;,:' 
Canada  "ne-éds' 

•  market  'acces•s•aenially •exist, For s.b.  MepaftS Of the  
SeCtor,' aiefe;,r.etnairi- perasiv.e•Ain;starifflariim•:;;;,• 
into  rriajcir ,world markets',' 

•• exarnple; tçàulati;jty,  standards, the  Buy ArnettCa'. •• 	• 
„.prôVisionSi,Sinall'ÉtlisineSs ,Set,ÀsideS,theForeignrr.;•:• ,','.• 

•Sales " Corporation,  and 'ptoenreMent exerriptions , ate•-;;-». 
t' .obstacles  É6 -eortipétiiiv'accéss  fo the  U,S. and  6ther 
export  markets  - 

'Therejee ihàhy.othr. horizontal - issues  that'face, • , 
•.all  industries - in stUdying . çôrripetiti•yerieSs','H' 'oWeVer,; 

SpeCial,consideratiOn. ôf-the:liOvoséctOrspéOific 

issues will  have to be given.  priority if chernic4 sector , 
:• 	"" 	; growth:is tn,be achieve 	the  i990 „s.  

Seed):irid - 
• 

Canadian ,exeetit.Wes.w_ilt be iifésSured-,More'thei_eér,' , ':,i 
denforiStrate tdthe it".Corpôrate.: boards  I that  Canada' 

is a .faVotirahle. locat ion  in,Whieh,tô d„o'bUsineSsiti,the ,  
-l99Os,  and  that there  are  \lialict.feabhs':fik being  good 
,•,,,:éorporate• ,citizeris. InduStry.'niay Wish t‘i'r•?;e.Xplore estabt 

ôf, 'CotiduCt.fot, .o•perating  in Canada • 
-:•• that acknèWledges:inutUat benefitSr. and obligations  

The  :Canadian Cheinidaf SectorniuSt:,be[Challériged:',Y.. 
,toiihoreàse R&D'as -af.reiliirsite for coini3etittvenesS:-,: 

'•; ,.Çon'ii)a•riiés will  need tçï,:liavelies  ading.,,éde 
and  Ércidires,:iiiàlrid4-ie. those  ç , 

f .> responding' to neWeriVirbrimentalregulatiôrisYthile, -,: 
it 

 15ç  riôr'eSseritial'.é•O•de'Vèloiivtfien-,•"rnajority."-ôf 
Canada:cannot be ju'sra,riatiOnôf  technol- 

ogy 	thé lag tit-Ile-inherent  ir teeh.'-:: • - 
. - ;'.•ri.•01li:>gy, trariSfér,.'world'-inaikets•belôrig irnôte àhd.1-11.oré -

to  the  leaders  tri,ihrioVatiori»,'• 
;•.:::..•,-, -;ince  the  chemical  industries in Canada  are,:largety,' 

the':aSsigninerit;of .Worild:,:ptoduCtr:„ ..,.;' • , 
r'•-,.'inatidateS for 	 business 	divj.• 
• :isioris,of çbtriparliesShO titd.be•.targeted';Thésé, mandates , 

will haVé--tof'be' Won. ,frorn thé "p#erif• coMpany. ,,ï'; ' 
Canada :%À.TiR nèèd  a management labour minci ,set 

the regards the:W6r1d-as its  market and  its.cbippett- - 
tion„,'It-WilVfake  a  coopérative ePPr•oad -.1 

Pressure  will be  on .g•overrifrient to stay  the course on 
 policies alreaCIV in  praé'é, (b .e. freer trade -.eriergy,.and, • 

f;....' transportation  deregulation,  ta  teforrri;and -à  continu 
mg CoriSt'ilt'atiVe a .p`pibaËh-tôtegiilatnr•V',refotiri.  

ft will beéritiCal/fori-indOstrVi and  governments  in  
Canada  to reaç.h JdonSensiiS:Conçernirig-the,inipact. , 

 that,Capital-,,c<:_;:stà-',and'Conibined federa1 ,45roVineial'ac,„•,'. 
meaSùres will 'have bh the.'attractiveneSs'of.inv.eSting. - • 
in Canada  (ebtapated'v.ith ,inestin•g:in'thei,U.S.)  for 

••; -: , ••sp-ecifiC  market  opportunities, 	 • 
The  GoVeinnierit'l of  Canada  will 'need`td.enSure 

that . •tWO:-Way inarket,aceeSs etrierges:fioin?suCh  inter  
-national  initiatives as  the F.717:• and  thé:étirréryt 
dÀtT,-.•àhd•N rAF.,1,7À riegotiatiôns:,,lntori-tariff -, ,  

••,:•:•••"Measures.witt .  also'l have/to be,,a•ddresSed.`•,-;: :-; 
fedérat;-prbvinCiat'CôdpératiVeeffort will• 

be réiquired ir  the 1990s  • to:addiess inteeproviteial 
barriers : to:trade,. and  egtilatory'dUpliCatiori,•:.'.i, 

ÏN-D. 	 ËE'n=1"1"Ed'il.V.41 



FIZOM -ITS EMiix.BEGINNINGS,:THE 'FOREST ,PRODUCTS'SECTOR,HA'  St.PLAYED'AN 

.r!ptegraL role  .n the  economic deve!opmet  of Canada In the  words  of Dr  L Stuart 
 Smith, former  President  of the  Saence Council  of Canada "If Canada  did not  have  her 

réfà-dieîdiri-44teil01:W"'-n 0à.,4 
'!Iiitei.j.kè'..f0e-eiii-+Olis:',f.irCé:.10'.;,à1C, - seip -g`iii:rW 	tiFié: -.1.4:),i* .teïr,:.4...;represents  about 

48 percent of  manufacturing  in .1Briti*h 
16 percent  rn Quebec  and 7 percent in Ontario  cind  the Prairies  Approximately'- 

',..5,07.0..reiglitunitieetrpeg ..i4à!nas.  4:4 are  ellopépileirit::4:017the feeest,.,sectenr, :swhiell employs  

operahons  

'->-; The -forest:pro'çlUets- Seetor- is..e,oMpôS é ' of  :t.yo ,major  
-induâtry-grOUpS:'P.4per,and - Allieditidustriék;•;aucti .  
Wood Industries The Paper and AIlied Industries 

_ , grouP.-aeé,6ünt's - foi: 63, Pérérit,Pf:. total  shipments  and  ti 
erUPIOW'à15.o4t  130 , 000 people  It  is :Made 
ctistinèt.segmerit'S -.; PUli±âhdpaper- 
print,  fine  papetsaild,Pàperbdard)'ariale -Oh:%"rertéa,'Or.':..,. 

.•:,-N;âlde.-.added Paper:pro uee -pac 
, papers ;-busuies papèrs  and  :Sration.ery,'•tissue  and 

,:. -.Ëroùp- -aetômits  for 37  percentof  total shipm nts  and  
,25.-000peopleThis goup, 

consists  of  ,tw -o‘ segments  commodity pro .  uetS 
ber , 	 ' , 
board,  oriented strandboard/wafetboard),  and valuer  

, 
vizindowe'kiichéri èà.biriétÉ:;.:liard:& -jd;:f1d6rieg, pallets 

 and millwork) - , 

. 	 „... . 

intensive ones that :are.libea red :rïe-ar uiban  market 

(2PreSeh.é'..iii,d'ariàda;SUOtabli:....aS'sOle.cjw'her 
Of SeVerar of  the large,irifègr-ate&'coMpabieS. 

In 1989,ihipments of the Paper and Alhed 

$20 8 billion was 	

, 

frOi-aih&PulP:aM , Pp.pef,:frichiStries . ' ,- 
--.:seetbr with:the balance made  tjp, of packaging . 7 • 

($2,f9 

- -.-`cOns'istirig'oft:Market pulp ($6.9 -billion) ,newspr.tht 
and  

iMPorfatite"Xpott.markettt -adition41.Y.-7'..,:.-' 
accounting  for about 65 percent  Of the total value 

ioi .gtOi.,ipf"exPOrte .f.51161,7iiSed;,by, 
18 percent and 8 percent respechvely The balance 
PÈéxpeirts tràdéjs'spréad 
markets in the Pacific Rith and South  .Anerica 

' 

T.fiè paper atiél Alhed IrÇdustries :  ài-OtiP.  comprises - 
-.MOte'tlià'i-i 700 'eStahilS ments  acrOss  Canada,  consist-
ing of Iarge, capital intensive, integrated and non 
iritegreed.PrOdUcel's 

, dperatieériS:.71-Whiain piedùéitieptd's17.iiiée's âtre 

the  iridUStiy: is -iiià.ji-iterrielmièr-iri 'alUregiOUS -.;The e 

,-,w-
." . -  ' d-, Ihddstries .grouP , 

	

cio.-,,, , ..- 	 .'. 	....ciiii-prise. .-..,.: 
 

d 111.dliatrie$ :'-''''''''i-",
-;2,-,7er--:".''',' ..---- 	-f --'' 

.. 	,.. 	,, 	, 	...,., 	,_ 
_ _ . ..»

• 

'-'‘--Sriji`Wc-1,9 , 	' • '•
s  .- ciciàs' Canada,-,'-P re 

-' -•• 	' - '  
' ' ' bo  establishments ... ; , s'.: ctc- i:iiii-lâ'eë--4 by,the,  

:' 'donliAaht Y 

Î
Cab.adiân'-'wP 	i._ : ,19È9 à.eèot#,1 F, 	. - . 	- '--.--,- 

aw tr..".  iii2 èt°T,  w , i, 
 total 

 .; 	. i O't 	e W°° , 	FY ":. a panel 
 -* dlindus 	-> - 	. 	, 

"• ' 	̀I‘ï60,,i),eÈce.r... 	,,' 	ft-d,. 	,... .....  

mare 	_ 	. -;.„, . ‘-i•-. - . •a.è., '- prôducers OP, , 	himbér 

	

. .,.. 	0
ttP 

•-eqn-'-- 	° 1 Y-_--‘ 	'f:i.  -.e' large,  :,w' orld -,ciass:0 er..,aiiris"th,e 

v and 

 

' 'd lOè.ated M`,9 i 
  , .,..., ,,. 

' r‘Hib- ducts')  tend ..,- , ,. 	.:. --..-.., . , , ..........,...0-,fdi.e§,t.in.. 	, :- -.Uss i'ially" -..1b-eatecl cri.Pg ,  , ,  
' 	' etally:,., 

	

etiè:ààilÈd 	:', d.s'üÉsreè-  ofâ  are  , ,FY ., ,  :hardWoo 	: 

b -.' 'cil't,re's-''' 

ii''iiii-  sca.'lê; 11?).tif...7,,,- intensive
-- 

 

• - ,near  ,. 

#lajOrit -ST,Of pulp arid paper -e-sta lishrherits,(about.; 
' ..15(1).-ate world.:Seate .01) éiatVi611§; .6ftëri .  

,rernote çbffiruuriities; -èl6se.to'the:fôret iésOufèe. 	, 
'ValUe:'-addeer,pâper:prOdtiètS - indi.isity establishments  
(about 550)  rarige . i.h Si•Ze'àTid --Strileturefrorri'Siriall - 

rAf:s cà'oitAi IsEAspÉèIINT 



Co'st Position : 	- 	 - 
„ 	 _ , 	„ 

:In, the  latter part  of the 1980s, rfsing WOcid Costs  had  , 	, 	, 	- 	" 	- • . 
1:a ,Markedeffect On thé profitability'lèVels of fdrest 

,prciduCtS CorriPanieS: Wood  co'sts tangect froin„25 to . 
50 percent of total:costs,,repreSenting,the Major input 
cost for market phlp, neWsprint i  SOftwOOd;lniribetand-• 
most:„otherCorninOdity prOdrietS.'.0ther Major ci:-..?sts 
Were  labour,  energY and; in the case Of Prilp"arid-p,aPerl'', 
indUstrie,,cheirricars:Ifranspôrtation'`Costs - 

 stituted an important: compe t itiVeness ,  factor, affecting , 
iridtistry's ability to eornpete with  local  produeers  in  

, export Marketà- ._e  
eanada's•pre-etnitient trade position in Cohimbdity : 

. forest prtiduCts Was built upon, the COrripetiti,Ve adyan- ,  

Wood Industries 'rOup shiPinerits'totalléd In . . 	 . 	, 	„ 
$15.2•billron;ThsaWriiillsribsectçir, - (1.argelY2sOftwOoci,; 
lurriber,), -acCouriteel:fot .$ 9 billitiri,,panélproduCts ,  and •:", 

.-- Other COminodities fdt-$21l: billion and value  added 
prodnets fdithe'. 13à.lanee,' $4 1 billion 

Wood Industries  exPôrtS-totalled $(.9  billion in  .; 
.1989,Of this; sOftwôôcLIUMber 'eXpOrtà' acconnted ; Èc:ey;. 
$5 4 billion, 	

. 	 , „. . 

panels and other COMiriodityprOducts'fdr -. ;: 
$0.9 billiOn,and,valùéiatIded products,  $0 6 billion 
"Fie ti'S::market:aCCOnntedÉOr aPProXiMatélY 
66 percent of,eanacia's.tOtal exPorti3Of Wood.pkOduCts, 

•folloWed by:Japanandthe te.at=16 'Percent  and 	-- 
-; , - 1 3 •Percent,'respe,ctivelY:Thè reinaining 5 " percent 

 of.exports,Were to variOns:OffshOre inarkets‘ 	; • 

'.Pérfi3i•rnainee 

• tage provided bYa readily aCcesSible; abundant and, 
eConoinical; high-quality fOrest reSOiirce and  .1OW-cOst 
electrical eriergy. Most of the  harvest;nntil ,  recently, k 

„ has been  in  natural -foreStS; eStablished Without -Cost 	• 
in the Convénticinal,senSe'. : FlOweVer;,the,indirStry,in 

-several regioriS.  of Canada begantà.dPerate atihé 

	

, • 	,  	, 	„ 	.„ 
, upper,. limit:Of ecoriornie wood sLiPply and inereasinglY 
had to rely'  on more distant, hidiei-OoSt, and'Often ' '• 
loWer,qtiality foreSts:.,Althàùgh.,COnipetit' ors had - 

. aChiéVed`dUPeriôr leVelà  of  wdd`çlfibie 'yield' aniilOWer 
unit:labour , "côsts,, Canada's, wocid'édsts tended to 	- 

•"Comperisate'for stich c,bst disadvantages in thepast:' , ';;, 
 . HOWever,..COmpetitors in industrialized'anddev:elop- 

ing'etitintries also develOped prOdUcts,and Modern'•: -  '• 
. 	_ 	, 

processes that used faSt-,groWirià indigenons SpeCies:- 
. 	, 

• , 	, 	„  

,Standards of international cdrnpetitiveneSS Were: 	, • 
''• 'establià-hed; 	- 	 • 	.>:. - ;••• 

Ntil-illé.eariada's•aceeSs 
:J .fibre,has diminished, Certain ihatiàtry'ségrneht,:.SçhT,i 

• the.f.reCoris 	v tiituted-,voodha.  Sed panel -indtiStÉy; 
utihzed 

. 	„ 	- , 
readilY'aVailahle SaWrnill teSidueeThet 

•oriérited Strandboard/WaferbbardindUstry Was based'. ' 
on thé aspen.and Pbplar reSônice; Which'is abundant 
in ,MOSt ,region_S Of Canada., Over  the  y'ears,,eanadian :  

-iPrOducerS,significantlYAMPrOved'thé  use of  raw mate-, 
rials in effOrtsidrediree'th,e-.-COst: Of,Wobd  fibre The 

 deVelOPMentl,Of teehri011agy'tO -prOCesà:sniall diaineter' 
'logs intO lurriber is  but one eXample.': 

Sinee the.early 1980s,  ISTC-and F,orestry Canada 
. have ',Spdrrsbred  the  annual ,  CàSt suidies  of the 

 SeCtOr AdvisOry,eàùricif (FSAC) to  compare  the • 
competitive  positions of  thefivernajôr rrianufaCturing 
regiOns  (Canada,  , the U S South,  ',the US:WeSt',. ' 	' • 
Swederrand FinlaneinVOled in  tWO,keY:CorrirnodP ' 

market  ptilp andnewSprint. -Thesesti_idieS •• 	. 	, 	- • 	 • 	• 	. 	 • 
SonthhaS,cOrisiste,ntly ranked 

as the  fOweSt-cOstsprOducei:,iisnallyf011owed,hy the 
'U .S. Westà .' The study restiltS forçCanadafoi::i996 are • 
- provided,in. the  following  table ; 

MARKET PULP AND NEWSéRIN T 	 - 

1?1.1ii.P„;.„ NEWSPRINT  

Wood Fibre :  

- -Proçessing ' 
Labour  
Enei-g);"c ;  , -  
Overàll 

Legend: 1Lowest,c6st; 5H,ihesLcàsf, 

Sdui-Ce: FSÂC: 	' 

South  is -thelowest coseiproducer, beCaUse it - 
acCéss t6.16w;costr'wood,fibre  and  efficient wood . , 	. 	_ 	• 	 , 

modern,, World,Scale. prôdnetion. facil 
;ftieS. AlthOtigh danadian WOOd cOsts'arJn.ot , 	, , 
different fronithèse in the U.S.; prOdUctivitY-  iS 
primarilY,dtie;to•olcier equipment.Althorigh wOod 
and energy are  more  expensive  in  Finland à.hd .- . 
SWeden ;  prodircers  have  achieved 16Wernnit manu-, 

-ià.dthring eosts ._thaneanadafOr energy,  labour  and:' - 
•processing, hi:both Finland - and Swèden; capital 	. • 
investments  in  ca-génèi'atiori, ' large  â.Pci  more efficient  

The tesult was that new and more challenging:- 
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1:)h-titig. the 1980S,;.'tfie -„Çar".14è,4à PPIP ;andpaper  sec 

r'torirniested'oyèr $ .30 billiOninCaPitat and-repair 	' 
•projeCtS.,Since . 198.5,:capitat and  repair 'expenditures '4 
hae.beeri• -arreCord,arinnat , 	, 	_ 	. 	, 	 , 

in 1989,-. A .̀ririval. • 
e]Ependittires Weré ,Splir:betWeeniPlant andMaChinery; 
rétiair:(30;rà.40, :péreent) and inYeStifient 
izatlon  and expansion (60 to 70 percent) 

Capital expenditures were focused ,-dh augmenting" 

càpacitr, .inereàshig energy' effieienCy.:; ,,,in-iproving,, , 
.eriYiToritnentat'perfOrinaike àhd UPgrading'Plant 
tacilities  Most major  Companies; also made- sUbStan-
tiat 
print-capacity, many tirriès shifting away, froth. sulphite, 
kraft and  'stônegrotindWOOdpii1PS tOlOWeT,COst ' 

,Seyèrar older neWSprint - 
machines have been upgraded-tb':prOduce high yalned 

gtouhlkiphd specialty pàpéts.lh:"eibtilijàtihg Cnadian 

and U S  investrnent throhdiout, the 

,•;.- 	, 	, 	, 

FOREST PRODUCTS 

plantS;.andrieW .ecitiiPtriènt haYereSultedin.loWeri 

In sOftwOod liirriber;theCanadianiincinstry had 
- attaineda highl,èvet of  productivity:and held :a goOd 
competitive position as  it entered>the 4980.s:  :Thei:»7 
appre-Ciation  of èhe.Canadian'dollarhai-hact an impact

on the competitweness,Of,this'iridüstry_against its-: 
.='Anierican counterpartin reeérit years. Canadian 

'--softWOod,ltimber.expOrtsatePrimarilyinarleto.  the 

the  Strong Canadiari'dollWhas:redneed' I. 
margins for domestic:producers in that_rnarket: The 
comp'etitié position of Canadian producers : Was  also 

the imposition  Of a.:15, -,Pereent :expôrt tax  in 

(nnilateraflY'WithdraWn:13Y Canada in ÔCtOber 
1991).:,ThiS'tax Was iinPlerriented tà 'fôrestall trade: : 
action:by_ the  American -governirierit .against,  
Canadian e.xporters:-.,While -Atlantic _Canada Wa.s,' 

.eempt all Other regions were Subjeet tdthe :  tax:- 

Some  provinces  have taken•actiOnto clear with;the. 
objections  raised' by`the A:trier iCaris.: These actions 

 have.'inci-eased stiirriPage fees and,r,eonsequently;:, 
:raiseCr WoOdeostS fOr.lutriber,:pùfp :àrid - •pàpier, 
,plYwOod planti. and  other dOwnStrearri.silsectors.:-.: -  

Ib the iïaltie-added W.00d  and  paper' se:et-Ors, .aceess, 
Lin'eConomiCallY priCed grades  and SPeeiéS'Of primary 

,--:;prOduCts :was 
Fôi'cbrnpariiéS  in  these'séciOts;lioWeer-,::COMpeti 

' tiveness.WaS:influerieed,Môre:,4,éconOTaies:cif: Seale; 
rprodnetiOn'effielencies:and, -prodnct, SpecializatiOn, 

--,Many.:of,thesmaller,PrOdtiCers had:neither the 
 -fecOnOraies Of-sealeriôr the marketing,brganizations-,:. 

't0 'çonnpete .effect.KTely with -.U.S,;:baSedfitnis. 	, 

ResuJts  

In 1989, totalfforeSt prod-nets sector:shipi-aentS. 
of  aPOrtS:aniotinted to 

$22.1,, billion ( 1 6i5,'Percerit Of Canada'S  total), while 

iinportà-.Were:$3.3 billion pidyiding a; trade surplus 
of $19 5 billion  During ..the 1980s i:- the seetcir:ebn: 
tiibuted bçt3:•,,een , 2:6 -and-2:8'Pereent i Of 
'd1DP,`  and  ace6unieçl'fO1A3;_t&:±5,Peîcent  of total 

 inanufaeturing'actiYity and14,:to.  17 percent of total  

•the Uring,t e.-19 0s,:gtowthin'pràduetion CaPaCity 
varied ,between the major  Cominàdity  items  FrOrri. • 
,1980,tO'1988;:,neWSprint.prndiïçtïon-rOie 

ptdp'rose-  • 
•, ,19:percènt;•'ààfiyhi.dd-li_iriiber  36 percent  and  w.O.dd;':' , . 
baSed-panelS.28 percent.. Thetriost Stibstaritialotnine- .  

P,.irictease,':40,pereent,' Was in thepaper,_and paperboar 
. Côniniodityeategory...:WhiletheSefiguréS pOrtray. 
...Strong 'volume  griwth  in déitairiiSiibsectors; : depreSSed, 

- Wçir 1 (I ;PriCessrestriéted finariCial perfOrrriâncein:thè: 

The  prOfitability Of  the  Paper anci.AlliedIndiistries-
group (Meastired::as:thefeturri  on capital  
,egeeededthe aieragefôt ,  the,:rnarinfaçtütingindùs-.,:-Y: 
"trieS'settor'in the1-980 ,,81-'and-.198.7-7.-89. periods,  but 

felt Substantially.  .belOW:ir:frcitn'I982-tO -198-6FIn, 
Wood Industries, profitability during the 1980 84 
lied6d fell substantially below the average of the ,•••  
overall maiiiifaettiring SeCtOr..Profitability.rOse.-: 
abok.*ie the ài.7éfàke, - fri,tHrri 1,985'tiY:1:2$7,:ànd then..  fell  

.'for the balance"Of the ldeeade Theie  fluctuations 

	

, reflect:thee:yeti:Cal nature of the 	and  the,, 

the:1981-..;82', receSsion. ,  
-Iir:1988; -thethr'e'd(nnitiaritëxbori çoihmodity 

products (thàrkét eùlp' ;  néyp'riht" 

	

'ber) .-inacte.  uP'..o rter: 84  percent of 	èotal:-fcirest'.S.  
.:. ,PrOducts .ex`p.OrtS;-•  as Cdraparedï,iv.  „ 	, 	 , 
Nordic cOnntried: The-high-dependence-On cOmrriôd. , :--,' 

- ity, prodiictS,..affected' profitabihty,.b.ecatisetheSe: 
2. : .prOdtictS are gérierallymore.SensitivetO:market : ‘,‘,• : ,.. 

priée  ,,.. 	• 	, 	, 	...,,•.• 	• 

trengthà iind,Weaimesges 

S'EC--TORAt  PERSPECTIVE  



Environment 

Modernization 

Maintenance 

n••n••• 

FOREST PRODUCTS 

• 
• 
• • 

a 

CHART I 
PULP AND PAPER INDUSTRY 
CAPITAL EXPENDITURES SHIFT FROM COMPETITIVENESS 
TO ENVIRONMENT, AS TOTAL DECLINES 

Millions of Dollars 

1989 	 1990 

Source: CPPA, December 1990. 

be noted that while Canada invested twice as much 
in its commodity newsprint and pulp operations, it 
invested one-third as much in the other commodity 
and higher value-added paper and paperboard 
operations. 

The major investments in pulp and paper mills 
resulted in the establishment of facilities with state-
of-the-art technology and capacity. However, 
Canadian industry continues to lag behind U.S. and 
Nordic competitors in terms of average newsprint 
machine size (104 000 tonnes in Canada versus 
146 000 tonnes in the U.S. South and 175 000 tonnes 
in Sweden) and pulp capacity. (The average pulp 
capacity per mill in Canada is less than 1 000 tonnes 
per day, compared with mills in the U.S. South, 
Finland and Sweden, which have up to 25 percent 
greater capacity.) 

The average age of Canadian newsprint and pulp 
mills, particularly in Eastern Canada, also continues 
to be a concern when compared with major competi-
tors in the U.S. South, Finland and Sweden. However, 
Canada has a much longer history as a newsprint 
exporter than do the Nordic producers, who did not 

1991 	 1992 

enter the newsprint market until the 1960s and con-
sequently have more-modem facilities. Although 
the forestry industry invested considerably during 
the 1980s, many eastern Canadian mills invested 
in improvements to existing equipment rather than 
replacing it with state-of-the-art technology, as mills 
in other regions of Canada and in competing 
countries did. 

With the decline in profitability starting in 1989, 
the increased value of the Canadian dollar and the 
cyclical downturn in demand, pulp and paper compa-
nies have experienced reduced cash flows. Moreover, 
meeting modernization needs and complying with 

new environmental regulations require an increasing 
proportion of investment capital, which iS scarce. 
Companies recognize the need for expanded and 
innovative sources of capital as the effects of the limi-
tations on traditional sources such as cash flow and 
debt are felt. The chart illustrates capital expenditure 
trends and the growing share required for environ., 
mental compliance in the pulp and paper industry. 

Because companies are forced to assess which mills 
can be improved to meet competition as well as envi- 
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iOninental -StandaidS-;:a 

in  SWe-den.and Finland;•;Whete'ôld 
'newet.raillà --weie...ekpandédand -.Mbdeniiied;-,and the 

~ number  of plants  -dedlinee .diamafiCallyi.: =The  eventna.U.- 
result for  thèse:: cOurinlès.:  was  an oVerall- inereaSe: in

is sÉrnetnre; -.,thiS:prdéess." 
• more  diffiétik.foi Çanada.:',1 74. iinpact. of  rationaliza 

tion •fs 'being .fert.in,Many, -Striait  communities Whete . 
alternatiVe.eint_iloyinene•OptibiWaièlirrilted,, 

For the Wood lndutries, investiiaentsdniing 
the 1980s  totalled  $9 1 billion,  much  of  it directed 

..tbWards.tinillniOdetnizatibn and :çài-sity,,, kij,ati:S4:.niï-  r' 
 lumbr in 	 and panel piddnets, -sübsettorsj.in:the, 	, . 	„ 

focused  on  
7 ; ..ittinrOventehts 'sifeh as. microèleCtfoniC'eontiesySteins, - .:., -••.  

and scanners '.t.o .inerease. 

-'ç?f-the•Wd,pd,basedp:ahél;ptoti,ucts-itidüsttiési invçst  

ment  liaS li,eenditeCted.to...e),ç .pansion,„.-partreiilatlY,  in ; •,. -  
-the  area  of the  newly enietging:P;ro ucts:, ,oitented.,. ..-- 
strandlioat waferboar Ï.medium-density,fibrebdatd., 

-7 . 

The:,`foi:e-SU..indùstrY 
and:goVérninentS.tO ;:addieSs.,',, 
,These COnCé.inS include 

forest  management  practiCeS  and wildlife habitat, mill 
:Teff.lùènt,Sbrid'v,vaSte.ditiOsal; and'dernands'fr_WÏ2.roductS' - 
'aii.iinioéesses'that...te,di.fce.th &btitden ..On 

•',-shOt..ti.rnediùrn and long  tern iripltcations  for the 

 .-_.; 	,•• 
• -...'EnviionmentafistS --,and forest---tiseiS aie 

silviculture),  the impact 6fi 

ég'cififc'è. ,-While•fOrest-ïnanageinent:in' , ii;à.d4.1-1"a's.3- 
historically focused on timber and fibre production 

for  iridnstiial . i.ïïgi-S;' COnSid.éiable-.cânCein.  now centres 

on multiple land use and Aboriginal land claims 

issues  Indiistiy'.S.resnonSe•tei,,enViidninentebtessnies';:•,:' 
must be made within  the,cOnteXt, Of fbiest..Manage 7,„..,:,_.: 
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lahelling',anci..i5ae44'g -ing:Wasst„é .i:e,, d3. tli_ c.. t,iOn. ''....wf.,i1.1:3;a3,,l-sO. ,3, ,:'•;,.„1: _.,-,',•,',..'..:;, 
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"4:rient -eXpendiÉnies‘;•,•  

'INDUSTIUÀÉ; COMPETIIIVEN'ESS: A'SECTORÂL,PERSUCTIVE- 
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, 2' 1 
Mcist.Canadian'fôrest prôduCtS Mills-are Ideated 
near the res'onreebase -,, generally' in reinôte'regidnS.','„ ,• , 	. 	.„ 
Attracting:and -keeping,professional; 'edUeated , • ---- 

-I-Managers and highlY skilled '1,Vorkers and dieir • 
families away' .  frdm; Urban. centres ià à , diffienit , 	. 	•, 	, 	. 	, 	• 

périodS'of lûw unemProyrnerit. 
_ Çorisecinentlyr, the industry, has to offer high Salarie 

• and other incentives,,,whichreduCesitS ability tO.'; • 
. -Compete  In additidn,•"the',ftequetiçyanct Magnitude of 

economic  cycles  .affeçting  the  fôrest prOducts.iridnstry 
, further: hindèr . the  abilitYdf 

ieS'td attract new WOrlcers,.dr ,fidld,On.:to existing, 
' -staff, - 'èàpéCiallY  in management  and higher skilled_ 

jobs The  Prebleincontinnes tOiriteriSifY 

	

. 	. „ 	 • 
IntrodileeedinpUterized operations,  as  well  as  ncw -  ' 
plant.and -process te,Chnology.', , 

The  history' of labour-management relations in the  , 

	

'Canadian fôréstry,,induStry,  and 	'resultant interria-•''.' . 	„ 	, 	 . 	_ . 
tional  image, ' haye'beeri podr..FdlloWing'. a majdfstrike, 
in 1986,  Which .entailed 'Proldngedprddnetibn curtail 
.rnerits  and adverse  reactions- in major markets,  efforts', • 

I . . -  Were fdetiSed to resOlVe the iSines-inVolVed: ACCOrdinglY,',' , 
.three .federal goVerriment departments (Labour;•.1 

- -Regional", iridustrial'Expansion; and ,EmpldYinentand 
Immigration) and the Canadian - Fdrestry, Service), - . 	- 	" 	, 	• 	• r 	•.:.. 
asSerribled resniirées tôùricfertake'a FdredtrYSectdr • 
Labour .Adinstment Stuily'.:ThiS study;  'published-in 

.. - :Ndvetriber, J988;  gave management  and lahour  an 
insight into  the  mobility  of  diSPlaced WOrkçrs,  in thà-i 
indliStrY;and•of thé related human-resource issiieS.' 

In  late  1 9.87; thrdugh:the 'joint  effort  and'CoOpera;- 
- •tidn  of  the Western Canadiari Regicinal.COundil -.6f - 
'• IWz1Canada and the:Couneil of  Forest. InduStrieS - - 	 • 	-. 	• 	-..• 	. 	, 	• 	.. 

of  British  Columbia, ' a•préigrarri w,as laUriChed tà-• 
imProv'elabôùtleaderS'  and  union  Mel-abets' ,• 	• 	•  under- 
standing  of the faCtciri .  affecting seetdr7corripetitiVe-- -  • ..• 

•:•'ness. Under this. .initiatiVe,•indu- strY'.anci -  labour 
repreSeritatiVes:underto.ok-stlid:isits:to,farailiarize: 
them , with',Market Cdnditions,andkey'CorriPétitive . 	 , 	. 
ness  factors ' in major  markets  in Europe,  Japan ànd;--- 
the United 'StateS. 

II .  AS Wéil.,, -.thè Western,Wadd'PrOdUetS.FOrtirri.; 
' (W-WPF) br,oUght together  major  'foreSt:-PrddtiCi .'• 
•... çon-ipaniéS-  and labdur, t'o.addressisSueS suCh'as , higher 

valne;-adcled_prdcluction:andeffeCtiVe.;f6rest  manage
Merit; In  Iviarch - 499 1 ;the ,WWPF -MoVed to' 	• ' 

- .strengthen, itS. abtiv, ities. through' àrr - incluStry,Cônfer;'; • • 	- 	• 	• . 	„ 	,•. 	. 	„ . , 	. 	„ 
which addteSSed 	a . .internatidnLecirnpetitiVeneSs , 	. „ 	. 	,  

and future direetion. In'eastern Canada,' sirriilar  efforts  _ 
have been -initiated to bring.- abOut'éldser labour- 	- 
management  liaisôn. 114,fiese ,measureS  have  been 
instrumental  in,imptdving  labour management 
relations in this sectôt. 	' 

. 	• 	; 	 ' 	 • 

	

. As the Wdrld's..laigest r'eXPOrter•Of forest prôdtietS i .' 	• 
; Canada haSstrOng -interest in UniMPeelediaceesS 

•••. to World ,rnarkets. AS 'a rèlàift -,ôf. tariff rednctiOns 
rcitindS. Of:Multilateral ,. • 

traderiegdtiationS; -Canadian 'ekPnrters_have gained ,  
, 

, 	, 	 • 
-.ina. Proved-access tO important  World rnarketS, -particu 7:, 
larly fôr 	 PrOdncts: -.•Bilàtetà1;' ,  _ 	, 	.• 	• 	. 	. 	- 

. trade -agreements such  as the 	have alsOnriprOved 
keess tci  important Markets and have  eStablished a 

:• -•better ,triechanisin for iesdhritig.trade  disputes This  is  
.an . important  development'•fdr a.Sector that  vas  subject, 

 '. to se,ver,a1  U :S.:ptôteetidnist actions  - in the ',1980s 
While multilateral:and bilateral 'initiatives have 

„iredueed'àr eliiniriated ntimber:of:tariff 'and • 	. 
tariff,barrierS, 'Canadian expdrters..of foreSt 15r6duets -
still face sorne key,trade'restrietidris thatàffect -,the' , 
SeCtdr's ability td.capitalize,on,maikét --npportunities.:: . 	 . 	 „. 	, . 	, 	„ 	, 	. 	_ 

- -These' inelude*SignifiCant 
-,Valned .products4fine :papers) and nontatiff,harrietS 
(teey-ekd  fibre content  inneWSprifit, ,.reStàçtive'-;".",:,•: 

„ 	• 	 _ 

•foreign-building codes  and  produCt 'standards)» 
In Europe,  'Canada face's,  a  mirriber Of barriers: •! 

; 
 

In 1984,  When the Europearïeothnrippityurnijean'.•`.:•` 
Free,Trade AgreeMent - IndustrialrPrOdncts 	• -,•." 
•Agreeinent'çameintôforcé,- Canada negotiated a 
600 000 tcinne.ÔA.TT,bdund diiity;-free new•sprint 
quota  With the •ÉC.,. A provision  of this..  agreement  

'-r'-,-WaS that:if  the quota  Wà-svehà.iistéd before-yeap-end,:::'. 
the EC. eduldOpenan,autOridinous'.qtiota  of 30  000 • 
tônries,' An àdditindal•voln-inè Ov7er' this  waS subject 
to,EC deliberation hetWeen...rneMbet -States. In 1990  
and 1991, the quota was haiiSte:d"  à féW nionthS 

résnItindin disinbtiOn,.tb shipments  
of  ÇanadianneWSPrint: Nine. Percent-  dirty,WaS'-faPPlied 

 in  *s' dine' cases, and  this is Of concern since •Cariada's 
- major  egniPetitdis-'in.'th'EMO, 
•. and  Finland, have unreStrieted 'accesS, to thC . ÉC..,• 

-.Other tràdè' , iinpedinientS-in'thé-EG.include  restric-
tive  buildinà.,Codèstandarels  for  _wbOd;  and the 

 GATTnhound 'dùt -free 'quota‘cin simports bfrsdftWode - 
, • - ;plywood  In addition,  .phytdSanitàry iestt1dPons - will 

:réquire'S .CiftWçlod- lutriÉér'entering,thè EC-Market 

."; 	 ‘STR. 	 ': ' 'A'S' Éçril-'6RAL PE.  'IiP'EèT1[-Y' ''  

	

- 	• 	. 	• 	- 	. 	. 	, 	. 	• . 	f 	 , 	 . 	 • 	 '. 	 ' 

	

. 	 . 
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..frOrn. Certain 'SUPplYing.'COtirittiesincluding Canada; 

.ire-Cfultement,WillhaVeSerions'.rePerei.isSiOnS  for  
•'itee'n'-, Iiiineer shiPPer' 
'...̀'aCCO-LinteCtfoialrriOSt79n 0•Pet•Cent :, Ot. $65Ô'inillion;-6e;.-  

-the,:total-,value - ofsOftwoOd Ininbet -e-Xportedthere). ,:. 
Plant'health,r6gUlation.noe,be 

theCanadianincInstry,iill.need . t&.inStall additional , 	• 	_ 	_ 	, 	• 	.. 	•-• 	- 	•,.. 
kiln-cliyine.facilities.tp  retain 'acçéss.,.t6this,..vital. 
inaikee,aporters.Of-westernheinIOCk .'frorn-British', - ,_". „ 
'COInrabia'ate-furthérham" pered , 	. 	. 	, 	„. 

itni-3.OrtardWeSt coast 
...:Sp.ecies;:paftionlarly ,: foithe;thicket,'diniensions . , 

required itiriany.friarkètS 2." -T.FiéSe-requirenientShave -, i 
 ,'.gerierated:CànSiderable-intere_Sts.areactivity. - in'neW.,:, -  . 

kilndiyi'ne.teeliniCinesfOr SoftWood:•speeieSi.inClUdirë 
•'thOSe ineastein 	 • 

. the  laparieSe • rriatket;- Canadian -eXPOrtà-:Of7; ,., 

a -hig'hitatiff0,percen -tY:c6ii-iPated .With."'cotnpetine„ 
-.-.."ÀtneriCanWood'sPeCies.' -,- (.hettitOCksin,Partientax).:tha.P;.` 

entei 	 • „. 	. 	. 	, 	. 	. •.• 	• 	— 	,k• 	 , , 	 , • 	 `, 

-the-U -.5::pending.reSoltition Of the 
'. dispute ori..sàihircioct'eywbod -'stanciard§,teiffs'on .p:à;•:;'' 
tielebbard;;.entented sttaridbOardb,vàférbàard -  and SOft, 

- 	 (WhiCh.haYe'been held, at 
t6ideelitie;-.W. ith.reÈarift6Soft.woOd -

lumber,  in  September  1991, the  Government  of 
;Catiada.gavé notieè , teishe - U:s:: .ôf its intent:to terrni-. : 
nate  the 15 j:;éi:cti.t,éjcpb.rt charge  on Canadian  soft-
wood  thé 13.$1',",,effeCtive.Oçtober:.4;' 

--":1991...,The'doVeriii -rient , ekpresSect the,vieW - that.cOnr'., 
ditions 

- • 
haVeiriateriallY..`chanÉeci - SinCe- the MOU  Was - • 

ignecl'iti..DeCe.triber.19,86;. -ànithat:it -WaS.tirrie for- 
lure& -tracle:tb . be normalized  

IniàneffOrt,t6"addresS 	 expand  
•-,:the ,.è#6,rt.baSe,.and , deVeldip,'-nevv:-irtarketS,the: 

:ét-:'Pt-̀eigra.  1.47' 
(bi.N41:5?) Wa'S'e#abliàbècl bv:IStt with various• 
pribVincial:gàyernments.an  industry  The  COMDP 

,.-iS 
• partherShiP.egtablis>  hectto-,`.red:Ueethedependenee :':0e.,,-  

the  Canadian Wood ,PrOduCtS'incinsttY 
cal North  American  markets,  throngh  expansion of  

• in the. 'EC, Japan  and 	Pacific Rim ' 
Otheeniatket-deVeloPinent.:initiatiVeS- .were.intro 
eeCt1,5 --i''ï7i7b at " the end of the 

the  Coàperative±:iridtisttial  and Market  'Deyelôpinent 

Program 	 ;7ii,,hicÈ:protiiôtès the'itidUstriat 
and rriariei'clà.e. l.OP,trient -' ''SPecialty;WoOd.  prOcinetS; --• 
and  the . Timhei,Fraine-QopstruCtion:'(TEC), 
clernor.istration ;ptograni: 	 - 

Val.:Uë4ddelf Prcidû et,ë .  
In the 1980s, the: value of  'Canad ian .exPOrtS  of  hiàher":'. 
yalue--•iadded ProchietS-grew at  double  the pae,e, mar- 

ket  PUIP; - .newspiintand SOftw,Ond - lutriber;'althdtigh -  • 
this incÈeà§e:tartect çftbrri :  a -taueli lower  base In 1988,  
Canadian e*pôrts  of value ;:àdded 1:;,à.per  and  paper-
bOardiPtOdnets'.rePrèsetited'lb:6 percent of  tOtal;,.. ' 

. Canadian; &hest PrOdnetS 4pOrtS,  as  compared with  
11,,percent- -f6i.the::US:.'and,52-:pèreent for the Notdie.',. 
countrie • - ;.; 	, . 	_ I 

To.'gèrieteatènbare wealth frorinClatiada's ,WOott ,  
:resource; theie is  a  gtOivirig .re..çèàfiitiori Of the péed 

51ifecialtY,PrOdnet inanufaCttirineineariada,howeVeti .  

in i:'4tt,±tà Vatiatiens' in tf-iè'V‘iieb-ci:,rèi>eti...'r'ee, 
tatiôn: Of the .induStry f  a  riartoW  market base,  trans - 

-:-pOrtationeoStS; -  litnitedlevels:'ofisinoVatikan.and the 
slow  progress  of  sOrne prOdueers in:Changing  direction 

 from  a volume to ,a. value strate gy  •• - - 

R&D  and Innovation 

The  leVeI àf_R&D,'Spendirig hyçorri-PanieS fias,had,' 
an important iiiapactOri,the telativeCOnipetitive: 
positions of 	pyôclitcts mariufactiirers,wprldwide., 
Research and 	 -ent is significant. in'the. 
/.nlordi6COuntriei, and:has prOchiced a varjetr Of inn6;.-: 

'YatiVe,ProdiictS and ProceSses. An irnpOrtant techribe -:: 
lbgièàf advantage_ was;.achièved by  the  irldstry - 

-thrOfigh undertaking R&D  in close Cobpèratibn with 
éqUiprrient suppliers, develdprnéiiti:isks -iWèré .119,.r.ed•; 

" .:ancrà rrinnially beneficial telatiOnShip,WaS -es.tablisheci:',.': 
In Canada,  feW f'otest PrOduCts Corripaniesliaye ,inade-.:: 
SiÉnifiCant l'ong2term ,cominiernents tà. inveStinent  in  

-R&D Àri-adde`cl-inajor-dbriCern; in terrnS:bf  future  ' 
:sectôt,yitality, is thé recent dOwnsizing of R&D actiV 7- 
ides Within seyeral: key cOrnpariies  as a restilt',Of  the  

, -econorinc.teéésSion. 	. 	• .-. 	• 
In an effort  t6 addi'eSs loW leYels 6f.,R&DSpendirig; 

the Forest Industries  R&D: and , 
InnOVation. P,rogratitt6 encourage  iriereaséd-Private-, 

-.seCtiar - inYestnient in,COoperative R&D-pitifeets:, 
'-eligibleProjedis «LW:be undertaken 

:,:alliânCés,coinprisiniforest-pniclUctS COrnpankés,z' 	-:•:' =: 

COMPET.É.FIVÉNESS.:".  A ‘SECI'ffirAL PERSPECTIVI 



Outlook  for the 1990s '''„ 

irï the 1990s,  the fti,t,est.ifpi-cluçs induStry, faces  mariV2, ' 
Ciillérigesàffeetirtg 
Of this iiriportaitt:rriâririfacturing:seetcîr..Witie_PaSt i ,.',1;" 

:Cariad'a'S forest-vVére;:rrianaged,arid utiliiedàS a Niast; 
elf»-renewing -reseniree. 'While Il_oridic ebitntrieS  have  

beeruhafizesting artificial'fbi'estS Ot .r.er;tnany,earS',:.»:' ••• 
Canada  faces  the  cost'Of haniesting more diStànt,.riat,-. 
pral fbrestS.»The foreSt industry and.gderritrients'Wilr 
bel'efialleriged: tip:enhance» curterttpOlictes directed at •:• , 	• 	, 	, 	• 	, 	„  
silstâinable development 'they,r,r).riSt ralSo:address 
environmental  and public pressures,  which demand  

, .irtereaSinà -».restrictionS bri forest  management  Oirenr 
the  seriOrisriess ...of thesdeoricerns, it is esseritial the 
fOrest  management  be c4"; .)ndi.teted td:satisfy  future  sup: 
ply»,rieeds with due_çOrisiderâtibri tO erivirdritite,ritl 
ârid silvicultural  issues The  feâeral=goerrirrierit'S • 

, Green  Plamproposes  courses  Of'actiOn'and sets Ohjec;;' 
tiyeS for aChieNi.,ing a State Of SiiSta" iriable derelOPrrierit ' 

héaltheriyironinent,  but  gdvernirienti,eâri-
inotand,should:riOi do this  alone 7  

7 
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equipthent rriatiùfàeturers and 'Other, alltedl.ridustriés , •, 	_ 	. 	„ 	, 	• , 	• , 	, . • 	•  
, 

 
or research  organizations  Important objectives cifthë:. 

of  • 
thibugh 'sharing-, Preij ect furidirig:and,tderth'aiké , 
'téCiiribldü- trarisfer.' 

, Although the.Cariadian iridUstrïr  tends  td Perfbriti 
:less.R&:D thârt,7,itsçornpetitôtsàO, Many itriportàrit , 

 technolOgieal desielOPiriérità'ândirinoyeidris  have  
been aChieyed: ExamPles of major  ad\'7anees'inclitde 

: the PrOPriétàry . Parailei-iStrand ,-luinher àrid .aledhe 
pulping ProceSseà: 	- 

T,W6..factOrs,' • thdt 	 level  
of expenditùreS  on  12:&D:irt the  Canadian'iridristry.,: . '„ 

•.  are the nature of the  PrOdriets -arid  the  foreigri- rorier,- 
Cotrlitiariies.•»theléél,: , 

Of research catried•but-Ori prOditetsCorisidéred,tdbe„, 
comniôclitieis traditicitia4 ,  loit,/ér than  that Ori higher  

. vàfue;:aeldéd PrOdtiets-. AS.-ialtte.i'S added-, réSeârCh- ièV-:'•' 
elà  tend  to increase While fOréigri Parerit -COmpartieSr.: 

, »•tertet td:cbriduct_tle".-rilajdrity  of  R&D , ifitheir.hOrrie 
-çourittiés; Canadian -SubSidfarieS».als. br, 

. Tihétiefit frâni,theit.effOrts».. , 	• 

diiàs (s.:„.;,:. 
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FOREST PRODUCT" 

sOri-  the ;wàéid îçié.„(-.:opgirtunities 
explored  in non  residential constuc tion  

of program  initiatives,  such  as the  
âfki hen,,y.ao_tiyitiOs-Of the  

innd)greater; . help, 
necessary tà'OffsO,:thé 

expectd levelliiig  of  thé;L/iSï,softwoOd .lusinbesr:71:!..L,,,,‘ :  
. éhasnging..: dmo 

 in the"' - '• -: ' 	'hi "S and thé proréotod 	ecliné 

market 	 Ont,aOt.  
demand  fo  

0anadfati.-WitiOd, products;  
The Çariadianfôr'é S't'PrOdnOtS".1s,édfd, 

s -be iiS 'sé-orOr' is iOiriOot ,: thé çhaleng . • , 	If h 
tfifg'-etèeade: and:tho. riét'oentury,,:_it  ,must  ,understand  
and  address  the 'CléinanilS'Of  a gldaat-inarkétplaOè. --and._ , 
confront  the challenges of  traditional  and  t riewy. 
emerging 	 competitive, the  

.-r.danablian;indiiStry , muSt,"dévèl'opi,'-arid .,applyrnow.:-rec 
logical solutiOns, such  as  hiOtéclinbloy, in pulping:::  

pr•  

éntiancèd forest  management techniques  

for thé‘ariadian tOrest,PrOdu'ét,l'sééfor  in the 1990s, 

 ,stakeholders. ..,,müS(:-,o‘ontintié , tO, -.,Wdrk':tcigetlièr to 
the indus  

try .. - The  following frainéwork.: iS'._&iigkostèd 
for  iii<liistrijaboUrand --dovétnniénts .tO-.0011abOraté -: 
in  developing  action plans  to  position  .d,anadian 

inéiOt  the challenges of the  world  market  

snouici 

in';:danada; 
• ..:" explore-ways to prçemote.:a ‘positive  .una e  of,  the  

• Canadiapndustry that is  attractive  to firiariofal 
institutions and  investors (domestic  and  foroign),;,„ 

g-,;;  and  

Environmcnt 
• • 	 ,;• 

together 
• praOtiééStorisIstént 

dorriostio .and.intérnational,. 
Oi:Wdinièrslà,i.a , thè•-objSéotie .̀.,of.sustaina 	. 

st iéntifiO basé,,„ 
and the , 

involvement  of  rdanadian.rèsearOhinstitutionS.,., 
and  universities, , 

n•••:Sin- "f:Ortn'eilistOmèt - whétÉlér -In.ç:a.fiada.: or :Lin'. export  
- "(étï' ts markets,  a-out,  enyironinérita,  aohréTén , 	;. 	and  

new  green  Pr9 

YOrY &p. 	ainOrigi:atljnris,ClictiOnsi,that 
isiaiSty';réak'tiOns' 

situation, 	 - 
. 	 , 

'witli.`éAt.i'iPinérit;stippiiersarienia'nUfac:turérsT.i 
in-.:Canada;tO- OriO6Uragé dééldpinént:Of  environ- 
mentally 	fèéhno ogy and  • machinery  
manufacturing 

irOnine.  n_ 	 assessments  
in a  timely  and  eost-efficierit ,f4h19,n;,:sr„.-:,, 

Lii.-âisi.ire,thàt.iTiediitoripgfpro.eedutesi,for environmeti 
of the public,  

allow  for  p..'éClitiOtkproee.s. inà  and do., not  place 
'él.ër-i .-On'inClutrY. ' a signi icant , 	ur, 	. _ 

neW.:Inc'entfy'és .:,-'ar.e:'..ii;eè:à.  ed.  Tip 
encourage  iiièstrriéi-it  in  érn›.  
ment, and  •„ 
ensure 	;: indn.strY 

impcts  on .the  
'competittve pbsitiori 

?_ 

`COSts  and  
Irripripving pro 	 and  efficiency,  

• monitor labour 	 etiée. 	OEher:j.i.ilifsdjetionS  and 
 irriPrioèrriénts to ;training:2: 

 approach tO-thé.,'OffiéiéritOpérat,iori-,6,f,çOriripanïéS;. :  
_ 	• 	.• 	..r •••• 	 - 	 • 	 • 	 •. 



FOREST PRODUCTS 

3 . 

develoP strategies to ensure.that ari 
trained work force is prepared tOenter the- fieW 
positions  created, and that the ,services  bffered43Y 
.edUcationaliingtitutions edmparefavoUrablY with  
thosé ,ofker competing nations; and 	 "- 

e ensare that forek,indtistry workers in remote regions 
have àecess to quality skillS;upgrading:facilitiés  in  , 	, 

- Order to create aclitnate Of ernplôymerit stability- 

'- Market Aecesp/De'Veloptnét- -,. 
:TheyShould also:  
• identify impedirrientS fo trade and take`actiOn - 

- 2 to redace thern; 	•". 	 • 
• encourage joint teahniCal disCussidhs - to interna- 
• tionaliie standards, codes and Certification, 
pfocedures; 	• 

• ,contintie ensuring that specific  international codes „ 	, „ 
and standards ",(e .g. 	9-92, wood prôdacts 
standards and banding codes in japan) do  not disi'.. 

"-Criminate againSt Canadian exporters; and 
Continue tà eddperate  in  deVeloping 	s - 
rmentirig'Private-sectdr-ledi exPdit-,market 	. 
development and diversificationagreements for 

 wood:Products (e.g,„CÔMDP  and  CIMDP). , 

Valu.eAdda: PriidùetS1 .• 
Canada Will ifripràVé:its Value,-addédprodrictS -Connie; 

•-, , continuing,td , cOciperaté in;develdPirig , and  impie  
:Market deVeloPment 

and diversification  agreeffientS;CdVering value-; 
. arçided prbdaCtS, i  such as à baildingProdüçtse,ekpôrt:, 

, organiation, to support' increaSed,rnanafactare; and i  
salé of residential haildinisySférris; 	' „ . 	, 	, 	, 	_ 	, 	.  

; -erisprinethât Canadian research facilitieS,Continue • 
;to wdrk- foWards the'deVelbpment Of higher.Value-

'added productsr  
• pnrstring ecdnornie' opportunitieS for value-added; 

production  t ,at,,,rn_crease returns on  high-,qua ity 
fibre and reduee the dependence '6eCanadianfOrest,',  
Products expôrtS on corriradditieS;  

• eStablishing Stronger :linkageS". With doWnstrearn 	, 
' uSersbf,Wood,and,paperprOducts (e .g. furnitürè-: 
,prodacers and PrintèrS);:and'. 
establishing additional foresf-Products,spesialist. 

›.: Positions' in -fOreigii trade pdSts̀ ,Where deVelopriaerd: 
dfVàlue-,aéldécr Markets iS:a key  objective : 

Reze and Innovation  
the'forest industrySliciald:  

• define areas ;Where:corn' petitiVe adVanfage Can.be 
gained .throughjoirit investinent iri:RSz.b programs 
and test faCilitieS;  

• eStablish a coOperatiVe netw,drk (industry, govern-
merit,  research institutions  andaniversities) to fine 

, Solatiorig:-threinghtechnology:fOr the Competitive-7_ , 
challenges and  environmental iSsues Confrôniing , 	, 	 -„.. 	, 	, 
the industry;  

, • establish a Idng-tennediranittnent to Coôpérative . 	• 	, 
research  organiations  and  ProPrietary  research - ; 

orà 
• explore  dpportunitieS for Canadian  and  inter-- • 
, national.fàfest-indaStry companies :, equipment , • 
'..-manafactaièrs  and  suppliers.  td Cdllabbrate in 	- 

,.develdping Cornpétitiveriess;enhancirig....', 
technologies , 
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FERROUS AND NON-FERROUS METALS 

mrM,Ls- v.itcJçÈsSINO SECTÔR TRANSFORMS  ORES 

and are fabricated intO,meigiLpeOdüéi,..5-uïe;e:iri‘the.knn -ifruc'tiiiin;.Capi,tatequipnriériti» .  -" 
consume! durables and transportation industries Ferrous metals include low-carbon, 

- 	 lend-;,:*inC and  nickel - 

'The• rs'eetol'IS•a•Signifiçarit ehritribtitotih the Canadian' 
T'.eé-ônOrriy  in production,  einployinent,;: ekpores  and  

rna .telY  $16 billion in 1989,  including  $9 billion in 
' s'tèel -..,prôdgetidn;'andf  $.7.-billiohyi .nhh7.fenoUs 

production In 1988,  primary metal  production  
accounted  for about 50 000  obs  in the kç'f, industry. 

-'9.'t--Kr.3b...bibb in the nhn.:-ferrOUS industry:=,' 	- 
j,•,"- _:•\lebile•-bhth.sUbSéet .ors . P.-rheeSS 	"th,éSy',4v..è.:44,--, , i • . 	 , 

• 

providing  steel for  industrial  applications  such  as the 
êi-_;ii.à 'tni&ién:Eand.iatitornokive part's -yidUStrieS_.• Most  of 
the steel  indtiStry;',s:  rl,ei:é-pOrtSiare'Shürkf',-fhr  the  

l'eSuit,'.diè:Éanadian.' 	 integi'ated:y 
J.inth:thè-1\ihith,6rneriean  steel market The non  

ys,•• •• , , 
andaetureà -: p'rod-:, 

relier.hri;f and.•baS•ehnt sr iibUÉe.d.- ththé 
- : . gt6wth of, ;the, ,,transphrtatihn.,-'enetgy, ,rnining..ah 

engiiièetipg . sèctôr.s. ,  , 	_ 

tructure 

:The ferrhiis and nOn-ferrouS industries are highi  
•tôncentrated  and  often 	integrated; both 
':.back:Waeinth_iniriinefand ,thèrirodnction of unetaIT', 
'-:concentrates,.and›fht1; ,./ard intb irietalfabrication.:nç 
-Steel industry,is,eOneentrated -:in  Ontario,  but there 
are -alsô  production 	in British Columbia, „ 	. 	. 	, 
Alberta, Saskatchewan and  Quebec. The  nciiirfertOUS - 

.'. --Indtistry is distribUted  more  e,enl.Ya.er-Oss Canada; 
À!.;iith,aruiriiriurn  production in Que ec  and British 

 'Columbia  nickel'productiorrin':Ontario ahà, - 
Manitoba; and zinc and  eopper.production  in  
Ontario,  Manitoba; Britishi -Chliiiiibia,andiNe\",,I,T,- 
Brunswick The  ferroUS arid•hon,férionS subse-etors.' 
are  dorninated ,by a;fe‘ii inajhr Canddian,bwriedr- 	• - _ 	, 	, 	„.  

	

notably. the .integratediteel latoduderS, 	: 
-1DOfase6,- Stèleh  and 	nbri-:ferrôns -..prO;'-. 

- 
‘.:Nbranda:*lièreas . :Canadian'steel companies  are 

 àhrnestierallïôrrented and 'inoder:à.te  in  Size'telatie 	' 
th ülhbafehiripetiStOrSCariadian non• ;ferrOUS"chiripa,..- 
nies : are  world;sea. le  and global 	Sehpe.. • 	,‘' 

.trhe'steefinduStry.-,iS nht integrated`frith Whild 
. inarkèti: . by;either .  traéle.ôr-•inveStrnent 

ext,rg.p.5 the:hôn;ferrhus seetà.t.,Êxp' Orts.; of steej, 
pro due tâ total ..à.eprOx irhât 	percent of  shipnlentà,:.-  
and imports thtakapproxiinatèly,2.0 . 13,ere‘ent .  of the -s  

---irnieStnientà  are in Canada,  ithaS inining..and/Or 
PrOdnetiorr.faeilities:in othei-.CoUntriés,-primarily 
theUS  

In  Contrast'; tion-férrOUS 
‘'?,er,tfcally,iritegrated, WorldWide',-,w'ith'-an.export  orien- 
tation  
in-fciteign Sine.ltingane'fabtic -atiOn facilities. Opera
tibris , inCanada-çôneenttate on:the'rrielting  and  
refining  bec;1,,--.4iicreone'érit.rateà; N.,;Thieh -4è then- 

.. - ekp.Ofted- for fiirther,fabtleatidn.Ra..çv , Ore ancEeoneen*. 
trates  are afsb'e#ortedfor.StneitYià abthad.,Fabrie -à-:  

hiniteelargelyith produtiOn•for," 
thes'ékithest.id-niarke.t. 	fabrieated'inetak .conStitute -. , 17." 
hpl:,Y10.'Pereerit,"hf.nonferrOns- ephirts:Canadian. -,- • 
rithdncers  are  •-ençOuraÉéd to êXnort..'srifelted-itiètalS 	• ' 
rather.7than fabrieated ;  nrOdiiiets-ir.béeaUSe dttariff': 

7§à-fiett..utà:èhttiènàliié 
portation  costs  and the  need: th.fabrféatè•pidétuctS :,, 
close  to ensthrhers. • 	 • 

'Anieriean r.ehineanieS  are  Canada% prirriarvcorn,;- ; 
.-.:petirbrs  in thesteeb,Secthr,',f6go«ed -by'Japari 'Other,: 

inajht eornpetithrS inttife :ferrous sUbséctor are large,,, 
éorripatiieS„such,as',thhSe.,-inKhrea, 

the  ron ferrous  industries, major  competitors  are  

lj-tîà'ii.IÀ 1.; ..C20Mr' Ë'fITIÈ1nZÉS'S:"-À SECTORAL  PERSPECTIVE  
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-  Ferrous 

Non-Ferrous 

FERROUS AND NON-FERROUS METALS 

CHART 1 
SHIPMENTS 
FERROUS AND NON-FERROUS METALS 

Millions of Dollars 

1981 	1982 	1983 	1984 	1985 	1986 	1987 	1988 	1990 
(est.)  

Source: S-BID of DRI Canada. 

CHART 2 
TRADE PERFORMANCE 
NON-FERROUS METAL 

Millions of Dollars 

-  Exports 

Imports 
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Source: S-BID of DRI Canada. 
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large global companies such as Alcoa, Reynolds, RTZ 
(Rio Tinto Zinc) and MIM (Mount Isa Mines). 

While both the ferrous and non-ferrous subsectors 
remained highly concentrated, the degree of concen-
tration decreased in the 1980s with the emergence 
of new competitors and increasing use of consortia. 
Dominance of the integrated steel producers is 
increasingly being challenged by mini-mills, which 

have lower costs and are beginning to manufacture 
products previously produced only by the integrated 
producers, such as large-size, wide-flange steel shapes, 
and steel plate and sheet. Global consortia have 
emerged as a means of sharing the fixed costs of 
building new capacity, transferring technology and 
supporting R&D. For example, a total of nine 
foreign-owned companies are financing two major 
aluminum smelters in Quebec, supported by the 
Quebec government. Three joint ventures among 
Japanese and/or Canadian-owned firms have been 
established to develop steel galvanizing lines for 
the automotive and construction markets. 

CHART 3 
TRADE PERFORMANCE 
FERROUS METAL 

Performance 

As a basic input of industrial and consumer goods, 
the performance of the metals processing industry is 
highly cyclical. Double digit increases in demand in 
the 1960s and early 1970s led to rapid expansion in 

capacity. Growth rates began to decline following the 

oil shocks in the 1970s, reflecting slower economic 

growth, and shifts to lighter, more energy-efficient 

products, particularly in the automotive sector. 
Depressed demand led to overcapacity and depressed 
prices, with cuts in employment and output. Both 

ferrous and non-ferrous subsectors recovered slowly 

from the recession of the early 1980s, with output and 
prices recovering only near the end of the decade. 
Global supply and demand are now generally in 

balance in the non-ferrous subsector, but global over-

capacity of approximately 15 percent (or 100 million 
tonnes) remains in the steel subsector. 

1 9 8 6 1982 	1983 	1984 	1985  1987 	1988 	1989 	1990 

Source S-810 of DR! Canada 
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FERROUS AND NON-FERROUS METALS 

CHART 4 
PRODUCTIVITY PERFORMANCE, NON-FERROUS INDUSTRY 
CANADA VS. U.S. 

Index (1982 	100) 

80 
1980 	1981 	1982 	1983 	1984 	1985 	1986 	1987 

Source: 5-810 of DRI Canada. 

CHART 5 
UNIT LABOUR COSTS, NON-FERROUS INDUSTRY 
CANADA VS. U.S. 

ndex (1982 100) 

1980 	1981 	1982 	1983 	1984 	1985 	1986 	1987 

Source: S-BID of OR!  Canada. 
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Standing back from cyclical profit and capacity 

fluctuations, performance can be measured by the 

ability to maintain or increase share of domestic and 

global markets; to maintain output relative to com-

petitors; and to increase productivity faster than the 

competition. Profitability is also an important 

measure of performance, but can be misleading in 

traded commodity subsectors such as non-ferrous 

metal, as it often reflects commodity prices and 

exchange rates more than it does corporate 

performance. 

By these measures, the non-ferrous subsector has 

been highly successful, and the steel subsector less 

so. While Canadian dominance of the non-ferrous 

subsector declined in the post-war period as new com-

petitors from state-owned and newly industrialized 

nations emerged, Canada retained its position as a 

world leader in the subsector. Alcan, Inc°, Noranda 

and Falconbridge remained dominant companies in 

their subsector, assuring international markets for 

Canadian primary metals. 

CANADA'S SHARE OF GLOBAL PRODUCTION: 
NON-FERROUS METALS 

24 percent 

14 percent 

11 percent 

6 percent 

6 percent 

Productivity performance in the non-ferrous 

subsector has been impressive, increasing 66 percent 

between 1982 and 1988, compared with 27.5 percent 

in the U.S. during the same period. Canadian cost 

of production of non-ferrous metals was among the 

lowest in the world during the 1980s. 

The steel subsector has had a more mixed 

performance. The subsector's competitive position 

weakened compared with the U.S. during the 1980s, 

as measured by trade performance, productivity and 

unit labour cost growth. While the Canadian industry 

maintained its position as the primary supplier to the 

Canadian market, imports increased from 14 percent 

of the market in 1982 to almost 20 percent by the 

end of the decade. Declining domestic market share 
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CHART 7 
UNIT LABOUR COSTS, PRIMARY STEEL 
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was not compensated for by increased exports, as 

Canadian producers restrained voluntarily exports to 
the traditional level of 3 percent of the American 
market. Steel exports to the U.S. from most other 
major exporters were limited by quotas assigned by 
U.S. authorities under their Voluntary Restraint 
Agreements (VRA) program. 

Productivity performance increased 75 percent 
between 1982 and 1988 in the U.S., compared with 

46 percent in Canada from 1982 to 1987. While unit 
labour costs declined in both Canada and the U.S., 
they declined at a faster rate in the U.S. 

Profitability in both the ferrous and non-ferrous 
subsectors fluctuated following movements of demand 
during the 1980s, with profits in 1981 followed by 
losses, and recovery in the late 1980s. Profitability 
in the steel subsector has also been affected by labour 
disputes, with the industry suffering major strikes 
in 1981 and 1990. 

Strengths and Weaknesses 

In the non-ferrous subsector, low cost of production 
has been ensured by the availability of indigenous, 
high-quality raw materials (with the exception of 

bauxite for aluminum); low-cost energy; R&D; 
economies of scale; and access to highly skilled, cost-
competitive labour. Underlying these strengths is 
secure access to world markets for smelted and refined 
products. A weakness of the subsector is that value 

tends to be added outside of Canada; this does not 

affect the competitiveness of most Canadian compa-
nies, however, because most are vertically integrated 
globally, with fabricating facilities in all major 
markets. 

The steel subsector, in contrast, saw its relative 
competitiveness diminish during the 1980s, as 
competitors more rapidly eliminated excess capacity, 

reduced their labour costs and invested in new prod-

ucts and technologies. This took place despite invest-
ments of over $5 billion by the industry in the 1980s. 
Underlying many of these weaknesses is an inability 
to reach foreign markets, due to restricted market 
access and high transportation costs. 
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PiOduCe tà ,:irt, an:at te mpt, to maintain  jobs and  help 
firms  survive The .tesnit r as.,-  that  durine  the 1980s  

,stèèl'. çoniparrie-S-=ent.' 
force,  improved labôni: prOcfnC•th;i'tY';';disOpPed;; 
natgirral:PrOcInct lines  àrid éloSedentite , rnillS, Thete-:-; 

,..fôre;:`the:,degree':Of teStrn.  etntind,and:itiveStrinents -',:'2-2 :- • 
made  by  the steel  induStry,j.t'èfi6,,M,S.;.plù: the - éon, 

 ‘t.innal',aPp- teciation  of  the,,,Canadiandbliai:.SinCe  the  ;'• 
mid  1980SYtneant;'iliatthe -Canadian inVe-s-ttnents'élid 
not-create the cdrnpetitiye .aciy.antages..antieipated:- 

As  cost 'cOrnpetitiVeness‘deolinedY,the'anadianD - 
nOt . abtetOCOrritieniatë 

• Othei,..1..iigh-Yarue ptOdnét- areas sirCh•as;fabdéatedOr..,::.,: ,... 
'.-specialized -prôdtiCts,..bnt réniainedlargelY;  a  sprodüéèt-
bof: -çOintrioditY.SteeL,> COnCentraticin on  çoirirriodity 
•"etii. 	 lOw..'SPendingOn 

dernand.fOt - high,..Yalne,added:PrOdn'ets .given  the  
. >_Sfze:Of the 'Canadian:meet. andreSttic ted access 

- 
The, Canadian'steël industty.is'not  an  irinOvator 

-.iti.prodikt  and  proCesS deieloPment, spending 
6.r:4-p..1)er:cent Of Sales. On. -ÈÉiD, COnnpared -with.::: f • 

irifjapan;'àriii - 62.6.'pertèrifin the U S The  

.- Speciabzeçl ProdnctS,-,SuCh-jas.,specfalty „steels .  fôt,.thé' . 

	

	 , 	_ 	. 	. 	 . 
autOrnOtlye -rnarket.-Iti . coritra'st,"Cdrià.din PrOdriCers; -: 

çaiefullyintOrnote high  value 

 addëd PtOçluCts. '(aftei,deinandfOt.SirCh.  

dëràpnitiated),T,and -utiltie- ithe.,-èkpettikiOf othet-, 
Steet'prodncers, to:estàbIishâtich: -faCilitieS:InyestrneritS' 
ate 'Only' nOW'béinernade 
àté'els;: in CoOperatiOnWith-JapaneS,e -corripanieS,',.-', 	' 
and  at  thè, irisiàferree 	 the 

. antOinOtive sector.):' , 	 • . 
' On 01'. -cithé"rrhài-icl,.-Jatian'esé_steet cOrnPanieS'are' 

'CO-itiPanieS-, - SPending rrP - tO.half-  
Of ifieli--s -k&DI£idàeib'i. inatetialS2ot' her- than  steel  
•Méanwhile,-,  in 

fecently,tirtle,d àWây'frien - a àrât-çgy of dhiersifyirig 
its OWnerShiP' interest 

in a plastics  ççinipàny in order tà- -COncerittate• on  ità...•; ,-  
.• 

labour  is nèt à'rriajCit  issue  
in the steel except  in certain  speciahzed 

:sàréb.s;:4bç'itk,:rryàriagerinènt,diiiii#4  bave  periodically 
--endedin Pi-OlorigedWOrkStoPPa lges, witlif,.reslikipd.' - i.: - • -  
1"Osi. s6È.iriarket -share s'andpi-Ofitabdity, 	 - 
- DierSifichtion -intO,SpecialtY'ptodiktS,hsSeéi -l-

iri.ipëdètt 
, ..“ineasütes... In the 'EC, "pt'actiCeS: dating back tO.- the 

1950s  severely 	
• • 

lirriit ,aCceSS of nOn,ÉC,baSed.prOdireers 

; ...tbe - EC' asSàçkgtotind - tô''Fitii7ciPe;199...2:-adtnitS":".`there - iS • . 	• 	• 
mt:icli;' if any,. Canadian  steel  will 

into therhigfily.  proteetedÉC - inaricet.'!;-- -: 
fiorris,rirokedutitiles; 

-are , COnSttainedbY, thelt1:5:.,VaA,prOgfarti: :While 
the  Canadian iricluàtry'fiaS 

',.ptOgrarni 'itS-,e)4?Orts :IraYe been YolirritatilY rnaintained:* -.. 
•n-"i 	 'È .'at 	 :percent o • 

; ; the:American Market; Since iàpproximately''20.-Pércent, • 
of  all 'Canadran'steel'shipinènes'go to 	the : , 

arici 
,s • 

 
countervail  actions  initiatdd by'Amefia.ri .producérs,. 

--•While these ate.aOtiOnsninally.  'àirrred'at japariese' 
and  European pri-jciùperà; CanadianprOçlnéets,Tirkay .  be 
éatigfrt-uPin',StrelijCaseinilüStil .f:COneerns.,Of 
caSeS.being -initiated .a.té,grciwing;  as  -.Arnericati, 
pt.ndtiCerà preparfor  the phase out of  VRAs  in  
March  1992 thé,C.,anàdi-an.-iridnStr,ContinueS. sto 	, 
ptess:the -fèder'al 'g(5.7.éinfrièrit • - • 	,to pursue ,discussions . 

 with  Améncan àïirhoriti.es:rà develop -à--ubs.titurg. 1 -  
in  bOth--ç'Onntries 

‘,difrripirig.atid,cOntitetYailirig'dnt.y.,actioris atiSing,Ont- 
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of Canada—US trade: '.'Sn'Eb.`diSçusSions areprovidekP' • .  
; for tinder'ÇhaPtèr 1 9  of the FTA;;Mid,theirstiCcesSful',` , 

. conclusion  is vieWed by;the induStry as redeing  or 
 elirninating the risk of trade  actions  taken 

, indUstry against Canada.. 
:The;PritUary doinestie :PoliCiesaffectiriâ'the'steel,, 

induStry are environmental.standardS and 
tax and:investMeritPolkies; intereSt-rates;•,and',. 
fedétal-proVincial`ôverlapS: Enviromnental  standards • 
are  demanding; but are rià More ,oherous than  those 

'tèqUired in thé US: • ' , . ; 

utlook for the  1990s 

'The.nori;.ferrous Metals 'su.bsectot ,  is situatd  to pribib.- 
tain  its'position ' a - leading, global  CoMpe titor  in thé 
.l.99.0s;,'hased-"on itSçoSt COMPetitiVerieSs',•andstrông.:::, . 

„R&D  This - nieàns new'produetà,and ProcesSeSi - and' , '• 
•- intègratidn.into' world  markets Global  derriandwill•-• • 

groW.rnodeStlY.:.dt.iting'the.;.i.20S;rWith Strong  growth 
é*péc:ted Only in the-aliirairiuriOndùStry-.=•Rodin for  •. 	. 	• 	- 	. 	— 	• , 	, 	• 	• 
growth.lri:high-Valùeadde >dprÉkliiiet'S is .limited, 
as  globalized CoMpanièsc,ondnet -fabtieation'elbSe. 
to inaikeéS; Cariadian.cOMPanies:çari:be ,'sficeeSSflii.:- 
Withont ekpancliriÉ -fabrication 

-  In  the long  terM,'.hoWeVer,'éhe 'Subs'éctôirnaY be 
',•,,'-affected'hy':inCreased Uàedireeyeled''afid -stibstiu-e., 

 materialS, IiinitatiOnS•,on use , of:Certain rnet;a1SSuCh.a.S- 
':' ,; `•lead -(dœe to tOxiCity),:andipOssible adjustments  in  
-• :soureing Ores: The;tesültreould be tOdeeteaSe the 

importance  of:current coinPetitiVe;adVantages and;:to 
encourage the industrytO put more  eMPhaSis  on  
innOvatiVe WayS of Tincteasing itS,•ebnapetitiVeness:. 

The itéél•subs'é.ctor.:faCeS:a Periôd 
•::;":,  The  industry--; doe s . nôt  have - the  same Corn-  Pelling 

competitive advantages againSt , cornpetitçiisthat.'it ,z 
uséd to.  •haVe;•beeause the Arneridan industry reStrue,  

•tured and  inoderniied -cltiring the; -.1980,si'while  the  
- Japanek indiistry;niovect:intO;SpeCialized -:lifàh-,,Vatue 

added 'PrciduCts..There'areindiiSttY 'fears.that shrink 
age in thé da:riàdiah inanufaCtUring , hase, 	ito' , 
.a reduction' of  the .critical'dOmestie. Market.' Canadian 

. picidneers are preveritecrfroin supplying cusonicrsc., 
whOerôSs .  the 1; -(#défïïbeçàùse theY" ,. fear ,À,tneriCari..- 
trade -aCtion'shduld,Canadian exports tnthe'Ll:S:' 

• 'increase  in àdâitioh;:Canbaja. i-,i'liro'cluc-ér ; have  feW 
• -alternatiVerriarketS',.dne to ltestrieted Market acCesà. 

r' • " 	 i '1' 	't4 Theintegratedniil s cou 	e par icu ar y vu nera e 
..because,they'arre.being.Oiall_enged 	àignificâritly: 

''»•lesiVer,-,coSt mini mill Prodneers  on à widéning_range ,  
of  ptockiéts; The  Short --terrntestiltha'S been  record • 

-,..lOsSeS for the-integrated Steel.;,fitodUcers' that;  in  some•' ,  
••.Cases,-threatentheir. 'sürvival:' In  the  ri'.iédium".-téilh, 
CapàditY'rediietion and.:PrOdiiet:rationatizationarriong• 

• :.theint-égrateiii-.rodneers will be inevitable - 

Sëè-tOrlitAélid4,'fOr 
International  Competitiveness 

Critical 	

- 

iSsnéS tO'beladdresSèd:4 thé fertOUS''àie 
rfori,fe;-tou'in_éto.lâ.,e,étcii,iri. the 1 990s -include access ..•‘ 

• tOmarkéts; Clirnate.for inVéstraent; use pfIl&P' to 
. - -increaSe Produet iyityj and iriàvé,intdneW prOdùcr..Y '.- • 
. areas; -iiriànâgé'ineht of human reSôOree:S;arid -  the 

• impaet, Of 'dôrrestie policies  and  regulations ln .  d i; .- 
.,:tionto'issues;,preserited-,by theSe`building  blocks of  

competitiv,eneSS;"the steel'subseetor  faces  the -prOblerri;:- 
of responding,to coritinninggiàbal:OVereapaCityariet 
'hévïeàtrai-its..In:feSpçi' nsé to:the seVerity -ofthesprob-
lerri.S,'-facing,thestéeLindüStiry; a federal govern :Merit- - 
taSk'fôrée , ôn,,the 

.isues-- facing -thé,industtY-,''..T4F'' . 	, 
tra'sk foree' comprises :steel  producers,  labour, major  

•:- CustoinerS iandl:severatfederal.:goVetninent depart .  

ment  'PrôsPeet's, :inereaSing:iMPoits; ; and  gain ing 
 ii-fiprà \•Tiéà'àé'cés-s-t'o-  the  American  market 

Market  Access 
Màintaitiiriàrnràric'ebcéssieykal..to . :,the future --. 

. develOPMent of the•rrietà1S-prOCesSing'Séetor,sin par; , • 
tienlar'the Steel' ipdt_iiSir.y.. E.)q5ortin.à.'steelProduCtS': to 
the  EC  and  japaryis .  virtuallviiripossible;due;to;non- 7 

 ta.fiff barrierS,' ,While`thè-'ste'el: indüStty.1-,a 
are  

extremely '7,111néi-à1;1. -èto. trade haraSSrrient'irorri 
.A.rneriearr produCers•Who -usè'anti-durnpinÈ aetiOnS'• - tO - . 
contrOl - theVolUtrie`ie .s.téel- iinPorts:Tfiesé Canadian 
pi-odijce are  pressipg'for . agrémént  on  common . 	. 

â-,:è FTA  In  

the non  ferrous SubSeçtnt;:,Canadian.ProduCerS'are,.- 72; 
'dis:Coiiraked'froin eXP'cirting fabricated' rnétals,becanse;•-,' 

-; Of  the  tar iff  structures in  J aPan and  Europe 

5i 13R651)1ÈçrrIV 
.• 	 • 	 •-• 	 r 
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FABRICATED MATERIALS 

.ËABIZICAtED,MÀTSIk:I'Al.;,S:INDUSMY,  FOR THv.p.vtiv.0svs.pv:THisAT:TALysi,s,, 
and 	 or  finished  

slieè,t4ie.'6cigs,qiii 
containers The principal markets are packaging, construction,  automotive, furniture, 

architectural   ïàdLiCfr22staiiiip‘ 
The - 

tirite 
indUsÉty'-'IS ,c1-lataCteiqied by7a:large raitiahe'r ..of . 	. 	. 	. 	, 	, 	- 

striall,,entréprenènrial,Cariachanyd 'Wiled - fit-Ms, and 

Canàdiah ,:owned. MOst:Of'thèSe .finns Were-,eStab-
lished to.SuPP1V.'.dOinestic derriaands.:‘with --a..'few.  excep 

ft4eirié:otèct.'"Of'poràtè 	• 
'coneentiaiiori-e)ààtg,fo sO:inè degree,; s  with 20 Percent_ 
of *the.'firnisaCenunting.fo-t,âorit'7'9  percent  e'ttie" 
value of  ShiPirieritS,. and Most  of the eXPores'. ,SOme' ; 
;segments of the  industry 114ï,.ë cOnsOlidateC4,stich,aS 
metal closures  and containers, plastic pipe,  extïUded  

‘; PrOfilés, and filM.2,While COMPetitiOn iS'7.0ri a >Orth -- .   
'Àinerrean;bagiS',..the'largeSt. Canadiari firras are  much 
snialler thans iheitV.S.'connterpattà,.' 	:„ • 

, - Firtris  in  this indu'stry tend to'locate,-close.:tô'theirs,,-• 
• --Custorners:,-,'due t6;therieed- to  minimize . transporta- 

tion  costs  and  to 
 

ptio.7iciÇL-cuStoiriersserYice ; .;60riaercent' 
of the  industry is  in  Outhern  Ontario, 25 percent  is  

. in  siptithérn Québec,-and rhost of the balance_i§:m 
westerti'Çàriadà: 

The  Sinall: firms tVpiallV employ fewet. tliân 	: 
50' peOPlehaVe.' annual  sales of million, and 	• 	• 
Concentr,aténn SpeCific prodtiets:and-Processes.,, 
the-ge:gMalffitinS .are lean,- and  nilnin-iize oVèrhead :  
in  dr,der tO:reniain;-ediripetitiVe . Out of  perceived 

rr,ioefirrns .haVe'diVetted-.rèS'Onrèe'S'àWây'' . ', 

R&D  and training -  - 7., 
,--4hes'induitry igiloineStiCa4 -Orient'eeWitheXportg .... 
accountingffor' .à .PprOx...iiiriateW  15 ';'Pei:Cen-ti of shipirièritiS 
In-ipOtt'aedoUnt  for about 25  p,ereene.nfthe domèstic 
maiket  The U S  is  the destination of 90 pet cent of 

 exports  and the  sotrce  of 75 percent of imports  
'-Stip. pliers- to theiridn-st-riare genérâlW1.4:g -èi Mutt 	_ 

national  material,anct.raâChinerV.i snarinfaçnliïerg.,'::', _ 

1 	 . 	 - 

Cùstômers also terid,to be large, (e.g.‘food proCessots, 
autoinotive; bnilding}prOduCts WhOlesalers i 'dânSurnér 
goods retalléfsthe'fabileated, materials 'firrris are 

' -sindvviehed.betWeenrtheg&large SupPliers and 	- 
,'-custOinerg;pnd:thug'baye little bargaininÙ power,: 
:the "inc21-uàty haS traditiorially;retièci  on  suppliers'- 
•ofrinaterials and Machinery to-proyicle most  of  the . 
,product  and  PrOcesS RS1J). Ag :a result; feW'fitms 

- have  any:teChnolçigicaf 'cOrripetitive adVaritage. 	: 
'DePendingonihe'apPticatiOn,  plastics and  metal 

.:-proctucts Compete with each Other anctwith Paper; 
WOnd,'-'glass; lighter;Weight inetal'alkYys and'eompOs ,  , 
ite inaterials. Mtièh' Of the:plaStics,groWth;durinethe'i 
'.past_.eyears can,be attributed'ià displaçefrierit  of ; 
i rrietal'prOducts.';'. ,  

erformance  

2The-realcgrOWth.,tatenf the•fabricated Materials; 
sector haS:toughlii k'épt -pâçe'ith that', of  thè eçon- 

the,past.tWO',deeadég;' but, 

 .,'sq- Ctor i-Me,tal‘prbdUctS  have  gteadilV lOst 
Strong... 	• 

Most of the gtowth'.'jn the plastics  ,sectors 'has been . 
in nêw'firinS,-,,aided byr.the: face that  the barrierà to  

- market entry  are  loW..:GrOWth Within thè - inetals  sec  
regultecÈlargebl, frOrn..exPanSion Of ée#iiig-- 

. botheases,:'hOwevet;'the - Canadiart indUstry7 .  „- 	, • 	— 	‘-•• 	 • 
;has failee.to,,aChieve prOdUdiVity  gains  that  match 

U S gains This  filtlr'e-,i's,'CompOuncled by-the repOr.tç'4: 
laster-groWth in:lie-al-Wage, rates in Canadà,,which  an  

Strengthening' ce • . 	. 	 - 	_ 	• 	., 
the Canadian Ciiriency Stricse15.81, ,LOWer 'Canadian-, 

• unit labour  cost increases  in the2inètal-ptoduCts''', , 
,Storis eôrtipareel With-V„.Sincreases i  Wète balance 

rige in  the value  Of the:,Cariàdianr:dollar: 

• ' ' 	 ' 	 PERSPECTIVE  INDUSTRIAL. COMPETITI \,TNESS: A SEÇTORAL: PER , 	. 



, 17. 

. 	 • , 	, 	• ., 	• 
, 	•- 	- 

Averagesinnùàf ChOngé.(8-1 .-:•89) • . 	. 

freitigthà 'am Wealf,he'sses' ' 169 

• Unit labOor.cOst 
Averaçjè Onhual  change ; (82487),-.. Percent,' .  

	

- Canada 	 * 
uS 

Canadian ShOre . Of:U.S: inoriet; . , 
, 1988,: percent  

,kiercige'ànnuOl  change  
percent 	 106 	19 

	

sharé of•Càncidian Màrkét .,:, 	, 

	

percent 	••: 	 , 16 1 
- 

	

Àverage -annucil  change  (828 8 ), 	, 	• 
, , 

 
percent 	' 	 , 	.„' 	346 - 

n/à 

1 

„ 
; 	The  foll6Winâ table presen'ts hti oizervieW,O,  the  size,. 
‘' Of ..the:twosectOrs of the inçlustry  in 1989 (as  defitied 

by StatiSties'Canada; and'tlieir'PerfOrrnance durihg• ,  
the 1980s  

Shipmènts, $billions ';:-' 	, 	 18.6 	, 

:GbP, ,  co' nstant1,984', $billions' 
`AverOde, annual  cirOndé: (til •489); -  

Contribution  fo GDP;',Of eëo'n'omy 	Y" 
percent  

Aeràg &nuàl 	 • 
percent 	2  , 

ExpOrls', 	 2 6 ' y 

Exp6Éts  as percent Of-shiPrnénts 

Jrnports,-$ljillions 

, 

 

Imports  OS percent of'dOmeStié mOrkéf 	22 3 	2 .8:6 

'Profitabilitni(idturn  on  OssetS); . Oei,Cent 	 "/O`  

c•OnsolidatiCin. Of  some donriéstic-producerS i alloWing 
, fôr„theattaiiiinent- Of competitiéseale of : 

driétatiOn;' and 	 , • :f 

tariff[strnettiré:that enCOniaàed'shipirient'Of plas  
tics (.1-,ather .  thanreSin),procluets into  the U.S.  

• Performance  Smec  198848 - 

While hard' data are  not  available  in  mOSt CaSes.from 
anèdclotal;irifèrinatibnat is 'eYident that the.,industry:,-,; ; 
is undergoing, a diffiCultsp,érib&Capacity,utilization 
is  running at about '60 percent; compared with:levels-,,:: 
abc;iNie ,  80  percent for  MuCh Of  the .1980s: it it:,0.ievéd: ,  
that  the  curreni''SitàhtiOdreflects the-'cotribiried: 
effeCt;Of the recession, and'underling,stnictürat. 	; 
changes,dnyenby globalization., Most of the'struc-
tural change  obseryed to ,,date has„occurred iarnorig , ,,„- 

' rciiStOMerfirrilS --1C,Catedinbanaâà;'p:nd,thètë hà.  been  
'O(réstriktùring'i"thin:the fabricated 

Materials' indlistry: 

• 

percent  	 • 

:Labour 	 •-;-•7,- •• 
Average  ariniJol . change'(82- ,-i37), percent  

, 	to.  nadO.;:•"•:”. 
uS 

Arriporp sinCe 1975 have ,reMained, fairlY .  constant  : 
at  about 25 percent  Of,the',Chtiadianrrnairket."E),c'" ports 
accOunted,fdr, Only-5  percent of  Shipment's in.,1975;,.. 

, but .grO,,Y to;aboiit ,15 j:iefcèn,t by  1989 The  Canadian 
' share of thé,OES.:Market:grOkrapidlibetween 1982 ,  
à.rie 1988, .albeit frorn'a small ,base : The  1:J_::;share  of  ' 
-the Canadian market'grew much More  moderately , 

' »dtiring.,thati period: The  gr`ovn/' .tfi:‘-in,e)4DOrts: çarrhé 
attributed :tô seyéral  factors,  including  
é the,relatie :levels' of the Canadian and. U.S:. 

	

. .„ 	, 	„ dollar  

	

during  the  pericid; 	 ) ,„  

ManfactOrs'AriflUeneed the grOwth'Of thé Materials 
sector  in the'.1980S'.. Most  important  iva.s  the  unprece 

ùde'ritèd economic growth follbwing  the 1981-82  

livhih-,cièmontiate';';1,stferidtti, fri- all Of  the  
key  market segments 	 packaging,  éqnstruction,and :,- , -, 
tiansportatiOn.'..gaipS(thiS:backdrOp; 
Curiistances:influeneed grOw,th'ii9riaterials Sectors.±', , , ' 

In the  mid  1980s, a c'dinParative-COsi'tud 
plaStiesprOéeSSofs had;a:= 

p'àeérit çoStlaChiantaàé over  OS; cOrripétitOris:'' 
, Thé indtfàtry believes thatinuch Of this hcifvaritage:?.;'" 

h as  éroded;:largely,beeause Of the  increasein  the  
value of  the .'çailàdiàfi dollar relative  

'..:,C1011ai=1;s-inC'e that- time: 	 , 

	

Raw 	 ls are 	 but  nac'eS,'are 
Often higher  than  in the U S  Ek/etri, fafw. firiaté,r1à4 

produced  in Canada aré,ôftén.",nri'ore epénsive.,heié 
•tha,n in thë.U.:S".:;,sinte thëy. are  freqUently sold at th'e'. 

tatiffi, :ïranspOrtationcbsts.; , 	- 	, 	 , 	- 	, 	, 
anif,hi'àhér  unit  cOsts: baSed  on  yOuifie  of  purchase 
Despite' thiS;'the dôrneStie-,Supply , of  plastics  'resins , 
;increased Markedly:„since thé, late 1970SY This pro-
!,i.ided:irriPi*,ed'rayailability'orrarriater'ialS; area - 

,-,Éreater'leYel;of technical"Support"'frorivrein suPPlierS 
to filasties'proCessors; 	« >2  

In  man y  epli(àticiti;"-plastieslcjiSplaceetraditional, 
inaterialS' (Sùçh:aS M -etal:and PhPer), dne-, to:the inher:7,1, 



FABRICATED MATERIALS 

.' s  'enti P-erfOirrianee:à,dvarita -ges.:,-. -if 
stiPériOrs 'proeeSsahiliti, light :Weight; cheiniee 
neSs-and'easefof fabricatio n :. 	anging consumer 

deinandfOr,,COnVeriienee . : 
ài-iidfainPerLreSistarit -Praéléaging,'haVe‘;à1SO::fuelledthe 
grOwth'bePlaSties materials 

trearri: fr 0111-resin; I fe-TS»:t. 	 , , 	- 	
role in the growtE 

 plastie r,prOcesS ine  in Canada, and :ekplàinsirinel " 
of its,:eurrerit..Stinetüre,-:The aVailàbility'Of ompett 
tive feedSt-o.ks','-.Partietilarly.nattliral gas 	, 
the  'groWthr'àrrilittinatiOnef ; iriVestinent  in resin pro 

duct ion  in Canada  ni-eSe-Mete'riefs ..feeed:high. tariffs; 

lOWer tariffs' 
whn e;cPOrted- 
supplier  there-fore', hadignifieant .-inceritie to 

`gOods:in order, to 
Minirnizeteriff exposure 

Canadian \tariffS', and nOn; tariff 
--siiPPOrted the,:grOWtfi. -Of,a,hrOaddOrriesti»OUS-::_ 

rOViciinda  rieady-:.,rnerket- for Canadian 

,̀.'trade 
continued throughout  the 1970s and 1980s, many of 
the Imports 	 p'fli§ëd'orlàS 

cornpared 	

.; 

w.  

,:..t14e`fOOU'S dn,dOraeStie.,'eUàibrners',ifbStei-ed  the develop 
ment of  Sinall%fir trie In  sdirie instances, ',. the fain 'liar-1;y," 
of  sinalr Canadian- fir ins .we'fsliOrt..-runi. )nannfaetsUring ;. 

2). :s..‘ieetiniçii-ieS .:13-rOV-  idea 
that tèpré%ehtè'çr an  advantage whe,n;.co intiated , With- 

6n PrOdilie'tS"' thatiOilkt beirenspOrtedetOnOiniCallY,tO:,s, l• 

extruded • .., - 	• 
theSé.:,;c0.s'e; large .  corripahieS,tenaefatO,De-..niuiti.rimant ::.

:only  operations 	 ere:,  indiVid.fial,.::plan,t,s,•_were„...often... 
cdnipetittyei,-, 

Of infreêlbst.§) -- t roisé4 aggregate ;  purchasing,  and the 
.aiipliàton-:of,(Ofteri)'prOprietarY,,,teehriolOgy.›.. 

:thrbtighOut .  the ;1980S; -edmpetitiVe;:iindtfriedesSar,... :- 
›technologies,  were géneraltr aVailable; 

Stippliers: 

-coMpetitiVe with similarly sized.US: ..firraS; -.but  are  » • 
behindthe larger  U S  fifms' the use  éf, automted 

mater ials 	and :Ouelity;:cOntrOl:-Many,Of the 
f more  `sikcesSful -firras:üSè 	 - 
ekparid'standardieehnblOgies- intO â competitive 

advantage, but  t;..)'f'thè  end of  
mated -lb percent' Of PlastieS,firrris. erap lOYeda- staff 

SeiXth'Of the-leVel real ized in the • 
Gerrnany ,.',.This,reflects 'a .preferenee to lanyOff-the-...- 

. Shelf teChnolOgy:,,efi. than undertake' •• 	, 	, 	-•, 	-„, 	.;.., 
Tli--- 1=;1Wics- séctOr has had limited imPetns to. 

ileVelo,p'• a Skilled teeinotOgiCaf or  Managerial  work-

force . The  indiiStry -  has relied Oti 
Staff--apd.à,lrg..'rititriber: of  iinSkifled WOrkerS with• 
highinrnOver rateS:-In-:Oent training Wilt-nit:ea-,  and  
,aPprOpriate ,éduoatiOn-and-training‘progranis ate. feW`• ,,• 	•  
and etribiyOnit,TheinetalS SectOf is increasingly 
demand ing  more  highly skilled , multidisciplinary- 
workers Firnis, re;having-tà provide  in  house  training, 
to -iipdate.and :Upgrade  the  skills  Of the a,. eraPlOyees 
'many  of  Whoin are cornirinnityc011eê :gradtiateS: 

'.:Dne.'tO-the -entrepreneUriaL;natUre /of 'Tria•ny'•firms  in  
th is -  indüstry;,'. there 'tends -t6 - bt.:)làçïc'df . p_tbfesàibnal--. --„,„ ' 

,arictlimited  attention  iS'dev.oted tO?-- 
teà.Ot-tO.pLiatkét: ,  

thàrt_thère-siriceiliàs:tke previ 

ineentiVefOr smallcompanies 
13éi-.6,!'iéf , tisviefi-- Warned fate: markets  Today, hOWeVer;, 

-„ownr manaeis  are  often fùiced tO -,niake 'rap id 
sions 	 id,6, :6f, the ir areas  of expertise,  

success  or  failiiter'oe.thèit,biisifieSseS,i'tél4técl -  to . thëiïA 
ability to think-end act strategieally.,the 

a„Mpre;  global v,ieW.Of the  
industry,  and  poSseSs,  a. wider arraÿ oexpertise to 

assist in the  ,décisiOndriaking,prOcesS.•  
There  are 'few 's.igri .ifieant interproV irieiaf "trade bar-i, 

riers . affeetingtheindustry:. HOWevér; the tuetal:eCan 
infrtieneed:lar interprOVincia,1 ,,restrietionS,-: 

particularly  in  sënnèifig 
exports tà the.-L,J;S:are adyéi§ely,affecte . ,by  building  -y 
code  diffërpoeeà"-iléf.?Buy,Atilèticà"..pretics. 	:,; 

INDUSTRIAL COMPETITIVENESS  A  SÉTOR4.1-,.:-PERSPTIY. 



, 	. 
The 1990s  'present:a business eriVirOninerit very 
riffferent frOm that  of the 1970s .and 19$0s3'The.inajdi' 

- 
 

	

challenges are 	Market and",peicy driYen. Global • . 	, . 	- 	• 	, 	• 	• 	„ 	• 	• • :trade liberalization is iireyersiblY alterinrapet; ;  • gtheeb . 	- 	••• 	; 
'.itive.eriVirônfrient that,fostered gràwth 
Increasingly SophiStidated.deSign and ùàé of neW 

• . 	• 	. 	- 	, . 	- 

. materials,: including côrripositéS .  and;cérainics,-. Will - 
' - 1  have: an  impact  on the iridustry.OrOwth in dernand: 

slOw.-sdinel;vhat as , àpportunities  for „ 	; 	, 
rePlacernent.of'othei.materials becorneharder2ià . - 
ïdentifY.-WàSte-Mànagernent çoneérns -will,lead tO 
ébriserVatidri strategies that faVbur Materials "Offering . .. 
greaterretise, and recycle pbtential.  
• ':1-he'FI-A„.firoVidecl. -  for,:à:fiVe-year• tariff 'elimination 
on:Plastics'reSins,:cOrnriared'With a 10-,..yeat'séhedtIle ,  _ 	. 	, 	. 	. 	, 
for proçéSsed,g6OdS. AS a result,,rriultinatibrieresini 
stipnliers; have  reàriented . to e'bmpéte', ii=1 	effectiVelY..1 

.'"  on  a-blOrtli -AineriCan 

	

. "cbriapaniès, no longer have the 	ifieentiVe to  
expOrt their materials' to --the  U S via  „Canadian  plas 

 tics  processOrS. Cariadian ,"proCesSors will, infuturei'.. , 
 - have to compete' riabredirectly- -with US. firrhS  for  

competitive Materials . 	• 	.  
coinpany teChnolo

,
gy; ; 

The  phase-out of taiiffs 	inii;orteeCold,iblled , 	, 

	

, 	„ 	 . 
steel.will.tend to rédiice'tbe Canadian nrice.bf this 

beriefiCiali'effect:_on 
the intérnationaL'CornnetitiveneSS Ofthefabricateci'... 
inetal.Lproducts -Séctor. , :. 

As  tariffS drop,- many fabricated matenals  end users 
areeoris6lidatinà. their ,businez,ses  on a inlorth:-,1,_ 

USingithe foodlnibeeSSing "indirStrY ' 
as  their, mbdet, these firrh's - are-eliininating- ha fg"hcbst' 

.-.:operationS,"rnany:Of which,are'in Canada. Shifting : :, 
of food Packaging to the U:S:. - 1-iàS.etOdedsome of, 
the traditiônal Cristomei base Of Canadian firrns. ,  ' 

Increasirigly, it is beconiing apparent 	 consoli- 
dation  arnong 'siipPliel's and 
in' Changes th the traditional .stipPlYia&eements 
within the industry; It iS:alsà;apparent-that suPplier;..- 1 

 ' .cins tome r.relationships are becorriing •nirich: more  
exclusive  than th.é.Ywere;'-with fiiajor --raw.rriaterials 

	

. 	. 	- 	.. • 	,. 
CornpanieS:favotiring fewer; larger_custôrriets 

r ing,distributors),:for Which ,tlié}i will 'provide, a  higher 
level  of  technical:serViceand SuPport', - in exchange 

- càse  in thé:anto-inOtiveinarket;  major customers of 

ütlôok. for. the  ' fabricate MaterialS.are splitting'.their cbrittaces 
. ,, between twà  or  thrée-majàr firms  In  ekehange, the •- 
" ,fabriCated'inaterialS firrris-nrust Offer" improved:Pricing,' 

and aSsiirrieadditibrial, responsibilities in areaS stich„J', 
as  inventory:Mariadernent anci:nroduct'develOpirrent. 
The 

- 

SynergY;in sircha strategy coniesfrOrrirreclueed. 
•- -CbSis  for  sales;'admiriistratidd.anct;tedlinidal  service 
:thi:Ougliotit .  the  \i,alue.,:added Chain:  

Striall 'firrns,: as  a re's:nit 'of  thiebnsolidatiOn, will •:- ' 
„;.haye, difficulty :participating  in the 	-account-  seg.7.. 
-4-lent Of the:industry, àncl•Willeither disai5pear', -'be 
.-acquired or  be  relegated to SerVicing.riiehe'rriarkets. -pr 
.small acdbunts, C6riscilideiowds -eserkial tb the-Corn.. 
'petitiverieSs of  the inaterials prOcessing,sectoi for  - 
nurriberfàf teaSons,,,including: aChieving.srifficient 

neetiate, favàùrable'raW'rriatetials"càntradtS;' 
gaini-rig preferred aCcess to ‘$iippliéri•technblogy;> and 
eXpanding capacity for téehriblogY deVelopinent,and 

jinplétriéntatiOn.': - _ 	• 	. 	 . 

•A, threShOld size. is neeessary before firins can 
supPgrt-r,neqiP:gfl-q in -house dev,éloPm:ent;.',For•thé* 
plastics  sectdr,this.siiefs estimated".tn-be abbut- -; 

.:$15'._rriillion per ,year  in Sales,-  ro-ughlY..trile the 'current' 
•' - 'average-siie Of dOnieStic - firrnS.Increased  innovation  is  , 
- Anther.  hampered -b seVere shorta e Of éx 'et:kneed' 
‘-..enginéérindperSonnel..HistOrically;',MuCh  of  this 

derriand'haS-beenSâtisfied'thrbugh • - - 	, immigration- 
immigration  patterns have changed,' this  source  has 
all  but  ,evaporated; and - thé:induséiy.bas. been 
cessful-  in ,preseriting.itsee as .an attractiye. -career 
option  -for skilled Canadians It is becorning,inereas-

).mg y important to  have  some  innovation  capacity to , 
adapt new.. teChnolOgies,,to - differentiate prOdUetS, -and 
tà respond, to .Custiii-ner,detriands. '71-'his is à'hurrian 
resourceS problem that has to,be addressed,  and  siorne, 
firms  are taking the  initiative in  that directicin.- .  

In' this décade,. it Will-be increasinglY necessary to'. 
;-'-adopt.a"-1\lbith,Arrierican Market èririéntatià.b.:,'The r" 

obstacle  tà becivercdine - is getting;firrns.td recogriiie .„ 	_ 
that-.they.need to  take .a bniadet yieW Of their indUstry 
and develop .a.greater aWareneSs of eyehts ôccu' rang ...• 
b'ey'orict,ilieWimniedi. ate Markets; 

	

Small 
. , • 	• 
firins.SpecialUeon:'a-narrOW range- of  pro 

.-- cesses  and prbduçts:As cbnipetitiân . frordtheU.S... 
inereaseS, sbine Of their'clOinestic markets Will.be - , 
eràded.;Canadian rrianufactù rerS .Willtherefore need 

-,:tb: reassesstheit approach. SOrne-pniçlucts-,cannot;'," 
b&transpOrtecitông distanées,:ate -sO,•iri thiS case, ' 
inarIcetshae a-nieasure'iif2 pro:tection. In other cases', 

CT. OR.  AL  FiERâiÏ .ÈTI 'l\'; , - 	• 	„ 	• 	• , 	•• 	. 	. 	• 	_ 	 , 
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. 	. - 	. 	. .. _. 
 cl -' 'erS,  will' need'tO4nck' plernen, t co'st-sz re: cluéticin,., .,:. 

 sttateges ot'° - 	' ' ' . ' 	higher'. le-Yels:Of_ciiiStOm: er seryr-,çe to 

o look 

 --' 	 , ffer ' 	---' '" - 	'. ,- 	• 	, 	- ::: , • "-- '4;et'slight,iy7hikher Pr-lee, s,..,;4s.,dori-i estié .. _  n-triarket share : 	,  
de-sçrea.e . ;;s:the-se- Ootn.' p,Tarie ieSe7)1,1.. .h:a•,, e to.'s . 	at. '.. :::. 
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,,.' - ,--. Cbrhp.à:ni.,t-e ..trP,!,',ng 

tO 	
:,- ' - **r.1 	' continue 	.,, 	, ._ 	, 	_ . . - -.in, à,,er,r9 Ç9-tIue  to grow 

	

,.7.. 	 -2à1.d.,hiàher..cival,..,' d-eaili....t_h_ 'die,s inant4 fO..i- là; Wet:P:119e,- .  .., „ :. 	, .,. :., 	.  
t In products  and services, but  scitheare:expérlerc....,.. :: -_ 

:2'  '• ItigThe dOnainan-regh. 1-.atar: Y2issùe facuag 1-1.,.e. in-diis,...,:t..ry..:., - .2,, ,...,,,: 
isi  .1.-i`e çoriribUtlOn-z Ofnia;teiialS.tOthe sohOrwas

t 
:e , ,: : . ,•:,. 

-s-  trearni:  The ico-Stà 'Of'-err:Yirornent
aoing-business A 
al",:r...ieghlatiOn_ .w.,  ill- i:. ;_ :)il  

.=  -.• ,Sodh,he :an upayoiahl,e,  aspect  of , . ,  ,.-..,.-.;. 
the's'rairi-  e'ti'me,-' innOyationtaris'ind,frOin'a r-dernancl..ror 

- ----.- rh;irànMental?çoiripliance.,:off. ,er. s ,.à:significa.ht "O_PpOr5.;  
' • .... e  'thnity foifirins -  - r  - ' ' • • ' to à v-elop c ' a - ompetityeachian.t,à, ge " •-• - . 	e 	, 	., 	z 	-, 	,:-..:,,.... 	. ,: -r . i-:::::  .. terhatiOnal--Markets -.7ndus, try is t , ,aking f(3i 

	

, . , 	, r1a»  
.. ' 	.  1ôolci'Pe ) • — ' - 1 	iri e ? ' ' h énYitoneptal:44es ..th-F,Ou gli  the  : 	...,,_,_ 	, E  . ' "frônriien'Pai-gt fOrniatiOly Of bodies ..su,c11 às.:the , ‘ ,. ,,.1-1Y 	. .  
,.-. '‘•  Plastics  in-  's*.titti7te':of,...Câh.ad - (EPI .C);' Packaging  ing has -,‘• ' 

be' eriingledOùt:,first,'..dri.Y: ehrhy:the:federal. gd,Yern. -..,::  
ni• en't's . '4 • ' 	- I'L;Paë'kà'iïrié PrOtTocbl. ,,The.' i.n.,'dps,t;ry:i. s., 

	

l'--a' i?'-' .. "-, -...'„ :., 	: _ 	-.,:, ''.-. 	ed  about  losihg, market ,sh, are tz ,00 , : ehei., pa,cic  ., g.7., 
irig‘na-  aterials,su‘ ch-a:S.,paper :and,: glas„s: The 

pi 
j astics::  

.SeCtori,„-.in . particular,-_inustirnproyeconshrher, aware :,  
---he'às 'Of.'it. STa .t, t. ..i;,-.9;. ,u.  tès  as paCkaging..!.n,aterial,becabuse ic ..,:‘,. 

e ehtriaateriat selectiorn ci_e_OiSiOns .à,e2eih.›,  , t'o .haye :  een 
...,', =-1: ., -----2bT aS'eci :::in-Oï..e.' -''' .  'hat ;respOrise• thar,1 :9.l."...9!entifiC  - . 

éiiclenee.:TO ''-à-v'o,." .  id-.„di,. ...StOrtinz:ginternatjOhar: cornpeti-:,; . .-, -, 
"."." ' - "• 's. ' -tire.:iridu.stry ,1.5 urgri.g,goyerntrietit;. td,  _thO.yè.',.. -; 
iǹ  ' - ... h with theU.S-.-On.,enyi_zrot-riii,...eritaylirssue j„, 

IndriStry sb. i.tiç.ës .1_1......7é..ex‘p‘' ii, ssed:c.p. iitétil that a  
e. Otlyl-t‘a3t i,tti.it..ùre',a-lt.- à1,1'.j.e .Yel:s.'ôf'eirr,inité;-' ..i.d.',i'.:,,'. ,,,.::::,,  
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pensions 
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L. Sector-al  Agéiid 
4ornpetitiveness 

• ; IIirkctiii4NLarkêtiiig.- 
Frçjm: its dothestie base, ther,inchiStrY  must-  expand 

,irito  North  Ahieritah,s and;  in  soMe cases,,glàbat Thar- 
-.-kets. Also charigirig .-are thé traditiOhàlrelatiorishie: 

betWeer,i'the fabricated ,materialS' indhStry;àhd'both ,  

àiPpiiets. arid..cuÉtoWeis.--Itidtistty;.in,sékin 
achieve intreaseçLèbrupetitiYeness, should 

i5tocits; speciahted.prOdUct : 
 lines, 	and-ehhancedl eilsibrfiet,ser:- .  

vice,  to  market on a--.Orth.Arneri`cah and interna

tional gçalé; 	• 	" - 	. 	• _ 
séelç rhutually  bene

imPortant -.- • 
" z  

• .seek,[iriarlçeting  alliances  ' to: Obtalh'adii, antageS  of  
:scale; and: 	 , 

..recceize the fUntlaMent4charigeS2arisirigrifrO,ria ,,.":: 

af)id:c.liarige,ft-Otri.dorae -stiç  markets  to 
 North  Aniei-fcari àrid ÉlOhal,;markets; 	- 

:Options  for  creat'irià 	 eicport 
urés,rid, 'flià_iiie.èg)",  and 

'itoWirig - imp.di:èaric-e: of  lirikarges'to2,SUpphers'., 
- ,and..cuStOmers; .  , , 

'e•elinOlà 

the",èorripetftiveriess of COniPanies'ià.- 
determined by ,how n vell they exploita-techniàtogical 
ad‘Yaritage.'iùecognizing- theitribortanc.e irinova-.: 

"shorild:, 
place  ii.eatei:értiphasi;  on  iew materials,  and 

dèS.ighs'TincOrPora,tiridtherh;:heri'Pràçhicing . nemi.,' 
produCesi- 	 • • 

e;élevelop:iinprOvéd productionmethods;, -, , 
• ‘incor-PciraÈé eriYirprirneritat zcçinsideratrons into ; 
..‘prOçlùelf-àlicifirocéss .es.;  

• ifi-crea-s:e`.iri-hôt.se ktSi`,1)  and explore  opportunities 
le-Yerage;iliis..- :,inYr'e'strn:  en't;through 

nical  alliances, and  
implement  Total  Quality  Management, informa  
:tiriri.tëeii-riofOgies 
technicjues 

'‘• 

More effective  uSe.of hürnarr resources  is ceritral_tO 
_ enhanç,irig- thè , Produetliziti,'adcithu-  S, the  competi- 

nveness, Of indüstry.  A  COncert-ed'effOrt 
labour,  edhéatiOnal  institutions and  the, fèderà1 

- government is needed to irhPlethent .the, rrecesSaty: -2 
skills:-deyelOptherit proërarns-;'hiclucling: 

a for,Internation 

41n11)USTIfIAL CbMPÈ'Ti'ffii .ENE§§:7 À .S-Edi"Ciii.ÀLPEÈSPEd- tIVÉ 
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Busmess Cliinâtë 

In consultation  with  business, labour -ând,  o the 
eSted  parties, the:federal 	 provide  
legislative  and ,poliev, fiairiewOrk•iliatT'éi-lahles,-ifidùst"ry‘ re" , 

: to dOmpété'effeetiefy.  in  Çariadiab;;I\idtth. Atrieriear 
and ::à1Oba.l marketS';',Stich a frarnewOrk may-.Inetudé - 
•the fOflOinà elerneOt: 	 • • 
• compétition po.4y stippôrtKi.e of OrCleilsi  consolida

ticn within'the iridtitry.`to meet- the né-ed-,fOr 
largér, :rnOre .-eapabfe 

• ' instinitional. leariiing,prograrnsr,to inéreaselOng-,....' 
. 	, 	. 

.  
terni a\''ailahility, of krofessional anchbrOduetiOn 
ivotkerS;,  

, • Seminars to broaden:the skills of senior  
management, and  . 	, .. 	.. _ 
in plant training  to raise -  Shopflcior productivity 

Create a ilinified Canadian Market; • • • 	• . 	.5 
international 

 , „ 
harMOnizat.16n• Of iptodikt reàulatiOri. -- ' 

and..s,tarida'rds tO enable 
'acceSs to . . 	• 	• „ 

;.
global markets, • • 	. 	. . 	• ., „- , 

interriatiOrially,C,Ompetiti've:fieal and MOnetarr, 
"pdhei,es'i ,hai7ingegai.drfç'e,fistl 
social  programs 
érivirOnmental,pOlieies„baSed bri,the. concept  Of 
stiStainable.dev_elOpMentin  the international •, 
context •, ji-;; - - 

• labour relations ara 
(paVEeqgity,- e,rriplOyment .  equity,,Iob .1OsS-rirotee; 
tion,  pension  refOriia,,ete..)..,that 

' traint 
businesses  

4 : • 	<", • • : ''! 	 - • 	•INDUSTIITAL- COMPETITIVENESS ,  À SEGI'ORAL  PERSPECTIVE  , 



INDUSTRIAL EQUIPMENT 

O 	 TI-JE'PSTIPTW'YEARS; THE., , ,CANAr?IAN INDUSTRIA.L EQUIPMENT SECTOR.: HAS::: 
as a  result  of market shifts in the  

, rèSeià 	 industries that  are the  sionifieààirppilià,à .6f ?.the 
qtiàilitiïrààd-.thè applicahon  of  névn -iièéhnolàëies ,  

àiÉthè'iiitérii.citiôààr,korn.pètitineSS,',Of the  : séttOrS7. In  
the  • deelOiiiileitt: and `Cip'01,4c#tioaiii:'erriîièeciel;40.`i:.ciiik's and  informatics  

i7Ociçilée and  syàtéinsi 
have  driven  the  >iîëNkeàlopiiiebt, --of-diràdéeedl:Miâriiihietu:riàg Te4iii -olOgiés -,(ATMT) 

producers,  and  Fig's': Ileà to  the  

éi-Sfigàii4cant-reMT:iiedi:IStiy i - Oà&,,wisth'..trémèàdOUS, : eà.ieth 
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lè..Yet.--TWtresigth..and"-çve,àkne'sss onsthried may 
eyery g,iihietor ..: Where alipn_ipiiate; "tli"e 

sectée,is-,arialyied.frOinpytyiperStiec.,tiyeà,"::'larger, ' 
friiitly foreign owned, MNE 
narrow produt lines ),  and  snaller, C:anadian;Ovned 
4iSecialiiedv"--prrbduCer. , -- 	;•:•: --: • '-,••• 	 ; • 
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Stengths  a».4 

The iridtiStrial equiPinentT secto_ haS:seVeral strengths  
, that :enable  it th,coiripeté 	-;çlôrriestie and  intet, , 	_ 	 • 
, national  MarketplaCe. Aticr these StrérigthS exiSt 	, 
deSpité the  "small Size of the  Ç' afiadian , 

-  The  AMT àrid the Plasties prél'cessing 'machinery 
, industries aretypiCal él,<amplesgf businesses that  are 

 ,ielentifying niehé:inai-ketS.:inâ,dàaà  and  
and prèviding Spécifie pràdiiets to sati'siY demand: 

éaknessés 

INDUSTRIAL EQUIPMENT 

-,ThésectOr cannht be'COmpared directly.With ità 
Counterpart hecanse 11.S.;statiSties inchide Cora.  - 

.puters as well:as industrial,equiprrient,  and  computers

Make "up,apProXitnately..2' percent 'of.the'category. 'r 
Basic  statistics such as ishipmentS,  imports  and expOrti 
can  be eXtrapoldted, out,comParinglabOur 
productivitY;:profitability, 	and'other ratioS"chuld be 

, 
In Order thproVide s ine pr5ecti&  on théState. 

ôf  the seetor, it iS Useful 'th examine  The MachinerY , 	 • 	 , 
Ptogram, Which has been in place  for rrioré than 

' 20 yèars. The Progratir Carrie.into effeCt'in  1 968; as 
part of à tariff realigninent'negOtiateby Canada  
in the Kennedy  Round  Of GATT:negotiationS. It 
provides that the dtity tither:Wise payable on-goods' 
clasSified under:,qualified_tariff items  tnay:bé rétnitted 
if such'gdods are nht,aVailable 'from'  production in  
Canada, and Whenthis is'in  the public  intetéSt. 

The  objective Of théMachinet:Y PrOgram is twofold:" 
'First, it' encourages  efficiency throUghoutialisectorsOf 

, Canadian indùstry by ériabling;thetri:th aCOuire,from . 
' anbther:chuntry, duty4reéecitiiptrient'no.Obainable 
'from' Canadian procinetion. Second,  the -PrOgrarn eyes 

 Canadianina,chinery and eqUipMent - ProdUcers ftatiff 
. Protection  on the 	and.equiernent they  

prodtice-----L in shott,,sornéprotection,in,,the domeStie (- 
market. 

HistoriCally, total annual imports of tariff  items  
CciVeredbY the Pit:team approXimated'$1 	o , 	 , 	• 	, 
which about $4' billion  (57 percent)  were duty'-:free, 

' under the:ternissiOn  provisions  Of  the  Prograni.,. 
. When the-PrOgrain was'started; the federalgoVern-

Mérit'recognized that thé sector chrild',Iyit;  satisfy 
the total  Canadian, demandfôrra brOadPeetriarri of , •- 
,Machinery.and edinipmentbecabse thedomestiernat- 
:ket was tho limited to allOW économies Of scale in , 
production,Over -the yearà; the sectôr haS évolyed 
into one that setVeS,Only'those market segments or 
niches in, Cartadaiandabroad in which it caneOrripet- 
'itiyély (albeit behiridhigh tariffs) mantifaettiré prod;» 
uets, these -generally being in areas i Where euSibrri  
design  and  .e'figrieiirig  are imphitânt. Becaiisé-of  the 

 strategy, prirstied by Canad iari inctustry, there,are.sig-
nifieant gaps in CanadWs, 'machinery and *equipment 
Manufacturing Capabibtià. Those gapS apPear in the  

,statisti e ,, geliefally 	ProduCts where ,productibri 
eeçMcirnies, of Seale Cannot-13e . -aehie,yed.in the db,mes-

:tic Market"; These . gàPs''_are' likely -tb be fiirther erripha- ,_ 
; --Sizeirf as  indiistrY adaptS2to ihe.efféet,of inçreàsing 
intetriationa nation o . markets  by narrowing  the 

 rangé Of Pro,thietS,:ritaririfaCtUted,,therebY obtaining 
gtéater  concentration  Of  effort and fùrther , eçonottries 

	

BetWeen1981  and „ , . 	, 	, _, total employment . 
CleClined,bY alMost'2,-.:5-pei çen.t . 13,1ei:year ;' total  shiP=_ 
Merits' decreased . 1.DY:approXiMately  1 5 pèteent. per 
:year...(in 'real ten-ins ) , and invstment;dechnedbY'. 
Ô.111.Pereent i (in real terrnS r.'TI-te:profitabilitY,Of the'• . 	• 	. 	_ 	, 	. 	• 	.,, 

- -Sector, fluetuated frOni,  a  low  of 3 4 pereerdin;98j,to 
•à high .d, 9.4 percent  in 1988  .- These: figures stiggest 
that  thé seethr-  went through, à 'signifiCant àdjuStrnént 
and ratiOnalilatioriperihd,'and ,,that thé  trend  will be  

• 'contihuéd ritioemenr to iiarel -the ketbr.becciming 
'-rriore : hiely,.peéiânied and tatiOnallied: As g result 	, 
of  these adjUstMénts,-?Certain industries  will likely bè 
•pcis itiegiOd tii?ftake. adv.antage'd the,hpportunities'that: 
•' will  appear:when the. North Airierican econoiny 
-:febOUnds. : in the near  future

The Sectdes te;tat.lfaei::;r',prç;' 
, efficiency Of all  inpntS'..irr.:the prhçess)7,-  , 	, 	- 	, 

;-declined,  on aVeragé;,by1.1;percant .  per ,yedibetween . 
1980 and 19f36. 	additihri,•nnit  labour  costs' durine :  

	

, 	. 	, 	. 	- 	, 	. 
the  same period incteased,by- 7, :8 -i'DerCerit, faster_than„ 
did the-  Ça'nadiari..eçonOMYras . a WhOle : (92percent'): - : 

: This  lacklustre productivity performance  
-cotribi 	e  

	

ned With- hi.Wage: 	çainiot-be sus;' -  
tairiecr in an  increasinglY cômpetitiv.e,intérnatiônar . 	. 	_ 	• , 
enyi.rbrirrient: , 

- 	_ 
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INDUSTRIAL EQUIPMENT 

..8fnecessary ,Skills'w,ithin,t4- ,Canadi.an. labour 
 ând-T.the:COst'oficapitar for  aCiiiiti,rid••teehniito .gy,' and 	•`.. • 

modernizing  plants  • • 	 • 

•.:'Fôrefgri,oWnershif)0has' had. an impact , 	. , 	c , 	, • . 	• 
-- 

; •-,:sttiatu'ifaCtuting.'indUS'tries that ,e-onstittité  the client 
base for  this sector  As a'.rhattet . of eorpoilate:pOliey,r. 

•• Itheit 
eign 	 any;  

	

. 	. 	, 	• 	.. „ 	 „ •.. 	. 
This .tnineate's ah already,:  Whited. Canadian' market. ... 

mattét.:of,,.Corporate,pnlicy,-, these 

but the major  part 
• 'inentea, •b.y,productiOn'fràin the :Orel-it, firtri.'7,‘AccOr 

• ":.'"=•• 	• 	• 	• •g •  : .;ingly; -,:thesubsidiaties..expend .. ittle:. effort-,expan.,„ , 
 •• ,'',.,itOdnetioni in: di.S. country  Canadian Manufactures

ate -iftnied:te,-.iito.•-v,,•-• 
flié:y.piodticei and; ConSècli-iehtly,., are  uriable to..offet 
one-stop shopping  • 

Néiérthelè'Ès,' .foreigri.--oVvriership ,..does, benefi t . 
Canada in indirect  iriVestinent„jbheteation, - , 

arielf(„inMost .- CaSes)_ - • 

ai-e. inanti"faCtUtedi•'by•  '..f.ôteigni=oWned subsidiaries  

Research and Development 
In addition  tohigh levels  of  foteign -oWnetshi'è, ;. the . 	 , 

s.eCtOt•SUffets7frbiri 
déiiiieStfe;R&-tD..:.There .:abijear.itO be tw•  
for  this.; '.'fore.là•6;Ownetship .,Ofsthe ,p4for'fi,rra 

-;--the.,i`ector;•:and'the'sitialt 

obtaLn r.OfihWieated.•, teChnoi6èieS-.."fiOin, the it parents 

Canada In 1987,  eis,..DdOricliaçted'by  'fotèiÉn-;.oWnd 
-:' ..fittris.,amonnted -to only  1 6  peicent  of SaieS,-,Verstis' 

Pérdent. bt,Canadian;,.oWtied firms  In addition, for  
Unted..fOf.otily:13:Peteeht.13.(;'; -:"::.,  

btaf:k&I.5.ebhilhc. te.ctlh the  sector  in -,I987;.-doWn 
'?fnlitn..43 -,peteent.in.498?.. The: type of  lb&D'peirforthe 

by  subsidiares orserat ing.r1hgariada;:tergb :tb 

opment  or adaptation of the parent  companies' 
techologyto 	 .Canadian màrket„conditions .  .„ 

l'illk Competitive 
	,ràèhjântage. ''''''' •": 	'ci is :cbmi5Otiiy.e.. 	. 	..  .' ' • 	' 
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j.n,  Order to  exploit  market'ôpportit-t 
'nines Canadian owned firms  in the  sector  are likelY: 

 to ba\i.é great difficUlty•:çibt_àining the : financing' 
,requiréd foi:ripv;:iriVestrrièritS;thus,fürtherçorripli.' 7..-• - 
eating:their' ,  efforts tübçd6rrie internationally 
correetitié ,  in an eXpanding  global  Market. 	, 

The  role,of; expOrt firiarieing rauSt , be•-eXainitied» 
EXpoÉt financing May,'"be critical  in  détértninifig4T.'. 
an,eXpOrt, Sale - is  made,  pârticubrlyiwith :'téspeet-to,', , ,, 
large Projects  or  large',pieceS•of equiprrient.Industry 
'sPdkeSpersoris are.coneernedthat Çanadian :eXport 

.'-finaricing is not›aS attractive' as the:.COMpetition's 
ÉVen :Whére'Canad .à:does,haverWorld-ClasS equip 

 menti  the sale , such equipment will be.injeopar 
Unléss r the - éxpârt 
competitive Ex'pOrt hriaticinninst.be CdraPetitiVe 

• in order tO;friakiiiiiie:•what the S,ectôt,is -Strivirig;to 
achieve  in innovation, e#,ital;investrriérdàhd .  

utlooklor t1ie‘1990€3 

INDUSTRIAL EQUIPMENT 

'The-sraall Slie:Of Çariadianfirtià testriçjtS'their 
ability to'cOridUet' -ineaningfullU&U.:eaiheithati::- 

.. - ?Colnirailting‘to:strategic R&D. Progriins,'Canidian, " 
: 'firras use.theireXPertise,to deVèlop exiSting -goncePtS. 

to Meet custOrner specifiCations.„TheSe:firtris typicaIIy 
lack iéqUisite personnel and  "finariCiil,resoureesàrid; 

th 	 • • • àS . a. -.resu 	en- 	-activity is'generally 
to enhancing - indiVidùaf piécèS Of rnaChinery'àfid:>. 
equipnriént,tàtliér than,neW and innoVatiVe,products:,, , ,' 

Shah "ShOirta-gé 	s 
— . . ,  

COMpetitiVenesS'inthis Sector:dependS uPon the 
quality,Of the,woik farce:Since WOrld War  II, the ; 
sector has relied On skilled  immigrant labour  from 

 EurOPean'cOuntries having à tradition o€ excellence 
in the  metalwOrking trades. This  SburcecliMinisfied 
SigiiifiCantly,in the 1980s'as- the EurOpean'living stan 

 dard  improved,,andàs'More4eStrictiVe Canadian; 
immigration  poliCies were:enacted. Diiringthe last 
deçade, not bnlilivere there tehnolOgical advance's:: ' 
in  rrianufacturingProcessèà, there was;a,rnarked -.; 
iriereaSe ii-i'the.need for workerS With apprOpriateJr 

theSeSkillectiWOrkers". , 
,areindt available_ in"Canàdi. 	' 

The  Sectôr is'experienCing aShortageàf skilled, 
labour  at the'shoPfloor  and the  computer-, 
•technolOgist leVel.,13eçauSe the,SeCtoi- relied sO ,̀, . 	. 	,  

- heavily On skilledIrrimigrant labour,  it did nOt bi.iild. 
the'reqUiSite  infrastructure  tà ProVide. training:, 

 InduStry analysts predict: that by the end Of 1991:' 	, 
•, there Will be a shôrtage Of'.2:000 skilled "WOrkers  in 

 Oritailà's machiner 	editiiPmerit rnaniifaCturine. 
' ketOr.,If thiS.Problein is nôt adciressed; ,in thé'shOrt.' 
• , terra,: the lack'of Skilled labni_iretà and Cotripiiter-

tectiniCianS Will be detiïmental to grOWth  in  the 
long  term  

Tlïé Cot ô1F,Ç.Wpiià1 
: 

The'rnajdrity Of firrriseinetating  in  this'sectôr  are 
 sinall  and  with limited financialieSotirce. Their Siie 

also COritributes tO.their inability tà-attfict thé'nè :- 
capital'negessaii.fOr aCélniring:appÉOPriate'teclinOlo-,- 

; gies:ând expanding  and  modeïriiirig  plants The  real; 
ityriqd thé FIA and . thé:iiripending integritiOn Of  the  

and  NAFTA-, meins  large  inyestinents  for 
plants  and 	 :Market de .freloe, 

• "' bl 	d ..  - • 	; 	" Prospects 	t..é -se-toÉ are .aVoura e, espite the 	• , 
indifferert  performance of thé }: 19- 80à: This ''.etii-nisna 
stems  from  the  fact that :soi.étà.1 - fridtiStiiés  are  pr6-., 

eXPeérieneesignifiCant grOWth.dUringthiS 
'induStr,y,.'Whiehis currently 

estirnated to have 'Sales  of  $1 'billion;(hoth software  "- • , 
.".'2.and'haidWare) `iS'eXpected ici,enjoy Stibstantial'gainS.: 

and ishOù 	:$4. billion  in Sàles'.b,Y-1999 -; This , 
, 

Enrope'and.,Aia: asfirins ...seek.tee  survive in 
 fiereetY.,..COrribetitiYe,•internatiOnat 

érriiiing,and autôMating  the  critical elements  in 
 product  design and production  

off- 
shore  'oil .ind.' -già develoPmerit : prOjeet, - in;addltikintO,:/; 
smaller develhpiheritS- shch.-as Co1,1,-asèt/Pahuké; the 

.„,•,f,',.ocean industry is developing COriSôrtia..:ÇCY exp,loit `:- 
: global market  opportun ities  

information systems arid cold ocean teéhriolçigy:Tbe , 
objective of  these,,cOOperative  ventures  in•this inno 

t=ciriented' 
dite a'tid.fùrthér eXpand'eXisting itidiistrial capability'," , 
that has le,àding'-,edge  technologies 	f 

8 INDIJSTRIAL ÇOMP.4TITIVEN. 4SS:".A .,,ECTORA,t; 1.),En$VCTISt 
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" 17hé-,plaSties.,prOeeSSing-ina,e - 	 . 	• 	, 
 and plastics 

- ;.t-iteitildsr`iriduStry: can he .e'ourited`oh.tO. - orinhu9:riwitiri, ;7 ::, 
their hight...â6w.-th'.Patteth2.4.,hterling  the 1990s,  this 
industrysw'a's .. -eStirnated to  hà.ve -stiip- n erit_s totalling  

e-hefot_e„the , .„, .. ;  
Vear'.2666,-'MOte,traditionar See:tor -S.-Of:the, itOtiâtry.: • 
are  expected tdberiefit.frortiiihiproed'etonOinic  con 

 ditions ailà the  résultant ihfuSiOh .6f,inveStmeht;:th 
the  resource  and  Ëeriëià.t. hianitfacturingt'SeetOts,,:,;„ 

(5,h, the ..internattônat.frOht;'-theET„ -6 
• ;.will be implemented by  1993  itiSPfat. as 4-gs: 

'Co;n.céiried j "a-  hd.tii. eirn'îiendindKA, 
.)`• 

	

Aongketin 'Opp,Oftuhitiés TOt-firinS wit 	e,see 9.4. 
paiticularly 	 Ose- 
theit;'Op' eratitonsio'  the North  American  market The 

 resumption of the•MultdateraiTrade'Negottattons 
Sh6hid,.ültiinately.teStilt  in  betterlharkét 

	

shOhldi-JoSe'il6harrierS:to fn.ms  in 	 that  
-  have  already established su.  ,st „lanes.  in the  ,EC 

mr"-- 	' IhjectiortMoldingi.Mo. 	as,ters and  
Corma),  or that  1--é:'cr".è.tèlti,jo,i,.nt.., ventures and  

. ."'Strategie sallianees 
The 1990s  will hoille"Withoht-,'ehalleheesi such  as 

the Changing  structure of  
internationalization  of markets and  rapid tchnologi  

_ 

eharige that 
• have -adtreet, impact otl-..S,a es th  Canada of indus 

 tiial'inaclitrieryrapd,equirehent, :-P,reseht,y,  70 percent 

' related. iniftiStii,eS",'"Wf >léréus - in t4: Igté.:::1940É so me , 
60'p«dérit...Cf- the,wodc 

`-$é,çt n#à14géiiii;14'.1kieletern4iciiii -
oinpetitiveness ,‘  

mentation of areciprtateànfortnation teehnOlogies i -.- , 	, 	„ 
7."AM.T;' ,TQM (Total Qt.tality:Managerlient);-,and JIT , • 	; 	,.„ 	, 	, 	- 	_ 

ticianüfacthane,::, • ' 	"'" 	• 	, 
à.ndeiéttini:erit ,•triust act :VI:: 

-Cotieeft,witl-l'uhivèrsities; ,researeff<eentieàshOliets`. -  
and  eustOthers to.'.,éteate' the requisite R',&D and 	' 

' ...teehnologv,ihftastrueture.'fOr et:eating eutttne-iiste . 
 ,'-technologies  ,With"e6thittereial'apelieatiOnS, —  s 

"IndhStp,i,Sfintild tà.ké.adVantage bethe.oxis'ting •; : 
R&D" taX  structure, and  identify, acquire  and 

 'Oointhercializereqhisité: tébb.1- 155Éiés 
labbratiV.earrangerhents'slieh'aS .joint -Ventures' arid:•"".'', 
strategte-allianeeS ihat hring.state-bf, ,.the-art, 	• 

, 	• 

	

= 	7  

edikational :Programs bé 	t 
eStabliShed:ih é,oriëeit With federaUandiirovinCial. 
governments, ihdiistry, sareorgartiedlabOur ihrorder 
to enshrè_ that  the future  labour force  pOssesses.'the -- ' ; 
skills 	

, 

neteSSaki .rt6 'éiihanee. the  sector's  global 

 ebnipètitiVe:position. 
On  theit6whr àeçOitht;'indhStry and-àrganized 

'fabéttir niüst'WOrk ›.  toge 	tO irrierove e>dstirtg. in  
plant training -prOgraras,- 
new prOgrarris. that ensure"a.,:hetterlédiiéàtéd;inii5ré-, 

; mobile and highivskilled-laboht force, one  that iS:_", ;ç, 
able  to adapt tb:the;eVer'-chatiging 'reqiiiterrientS, • 

international  Market. 	7 	 '  _ 	..... 	• 	. 	• 	„ 	•  

Bîisiiiëss Clinihté • 
; In  order to etiSure theSe6tes viability,  a positive  

and 'ehlturerhust-hTe,éfes-atéel. -bi_ .•-; . _ 	, , 	. . , 	. 	, 	, 	 „ 	_ „. 	. 	. _ 	_ 
pfôrripting the folloWingi-eritrefitenehiShiti -  and  risk;.-_ ,  
•taking;,iriii,proved rrianagerrient , eraçtiees;15USiriesS;;. ,:: ,::- 

 lnhoati'oh;,redhetiOn Of  barriers to irieërnatioriài: 
eOrnrietitiveriess; -m-5d,Ée,Sflicii-i'ses to the'adjilstraent ., E1'..::- -  

-., needs of seetàr'firins i ,,yvhtleeri'Sùrirtg. that :the' res 

pOnsets-,cdnsiStént. ,W,ith etengthe'riiineàie 
àéctçW's ' .1OWterm.,dOinestie and intertiationar; 
competitiveness  

In  àcwitipà,  a long  terth stiategy"fOr,  the seetot -thitst 

	

ereated 	old& it thrOugli. the  1990s, • 	• . 	, , 	. 	 ..,• - 
:. :trito- corisideratiort its StréngthS"..and weaknesses'  and  

‘the;Saineitime dotlintrig the  roles-:•-'th>eii-iiiiistrY v- 
.-,Çïùgàrtizéci ,Jah6ur_andgoVerrtinent- rhüSt. raSàirrie, in 

. 	, 

• 

i'The single  fileist important  fàçtOr.' that Will'Sharie the', 
-S:sec'tor„diiritig'theaitatrig',deçade iS.:itS ability tç),•adpt ,-_. 
neW,teehithlOgies;- Whethet.theytelate tO,'the.ultirriate‘ 
product  or ,;tei theprOéesseS.,(mariageinetit  and  

tbat sjippôrt: ,,theFi-riei.i.ifàdtiii-é-  6.f  the  rsï, 6dijc,t. 
,..''Àlleatts" 4f. thé,;é -dorüii-riy;-.4t--tiàntifàéturing: th  par  

MuStjhereasé their: aWareneSS:Of productivity  
gains  that eah be achieVeci ;thrOugh .:the ipid tritple- 
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An  atmosPhere"of _cooperation mrist2-bè engen- , 	, _ 	 , 
dered betWeeri governinené'and lnduStry sO that:prob:"; 
létrià that affect the sectôr, such  as  environmental 

be_resolvéd.:  

The Gov;enrinént of Canada should adVOCate poli; 
ciès and practices in financial markets that ensufe 
the accéSs tO and availabilitTofeapital for Strialland 
medium  sized CoMpanies, partictilarly' thOse:that are 
ktî 'dwIeéig;e'-based:andfôr, technology-diiven 5..In  addi- 
tion,  the:federal gOVerrimént  must  ensure that,exist-',. 
ing eXport financing prOgrains and praCticèsi are 

 competidye with:those being offered  in the  côüntries 
with -WhiCh:the .:sector domrietès„internationally: 

Outward 1.4okirig  
The Planning and  international marketing  capabil 
'ides of theeindustry rriiiStb,é , strenâthéried:in,order 
td position  Canadianfirins . to , take  full  advaritagelOf 
the market Opportunitiesthat : Will jpe afforded them': 7. 

--through the FTA i  MTN,  a  NAFTA,  and Eitr-i)pe' , 
1992  Industries should make gteater'rise ofjoint  j 
ventures and  strategic  alliances  with:Cariadian-,àrid»': 
foreigrifitrrià in:Order td enharice coinpétitivénesS 
and  tizY acquire wOrldclass piochiCts i ,Prodesses  and  

'marketing.: ' 

C,OMÉÉTiTI:Y'  ÉNÉSS":--4! CTÔnAL- peiisP'Eçrill ie 
• 	 • r „•.• 	 •_ 	 . 	 • 	 . 	 , 	 • 

, 	 .,..• 	 „ 	 .„ 



ELECTRICAL MANUFACTURING 

:ELe,TRICÀÏ;MAÏnitiv.eTtRsgnTG, SECTOR IS  A i'vf,Lmog CONTikIBÙTOR. 
to értietIOYniefit :  and wealth in this  eciontry. 

,`-•high7qUkillityihigh'-ir#oetie work  for aboüe85,60.0.peopier.'11. produCes'hiphiehis 
filjoi;#: $9:4  billion, of  which exports account  for about $:1  8 billion The indiistijr-:2 

rànkcni.citèeicile, includreig-  !Won; stèeUCcîpgje'ri 
'ciliiralinien and 'Plà,àiè.. -As'C.1 high7teCK itiChrstry;,it, Pirci*ides s-  an important market for  

_: -Sthee Canadian industrial sectors, producin g  a  variety: -Of  component  parts Ctri 
. 	 , 	7 

ttùcture 

a_nada'S:ini-ernatfônal eon sipe"tition'in`"eleetrieat .  
•triannfac tiir Mg, Cerries`. from  the  U S . , ;:Europe and „ . 	• 	• 	, 	—• 	- 

Hewev'er; the: U S  IS ,Canada',s: Main  source  • 
of iri".1PorÇ of  eleetricalr predikts'; (6.Jliereerit  in 1990) 
and  is  in  turn 

, 
theleStinationôf  78 percent of çini;  

exports': Electrical manu acturing.,in o .: _ ,corin , riéS 
- 'under.Werit : e>ètensiVe seStnicinring•in e  the 	I 

bringing ;Mai last 'firipiOv,' ernerità,  in;labonr,f;rodrie; 
tivi4r  This  reStrnetUring. Widened- a  major  differ- . 

s eriCe b,ëtWeeniiidtiètriés  in  the -tWO.cenritrieS:'the' 
Cariadian ,'indüstrY'haï,Strerigth in  custom made and  ' 

-,SpéCialty:preduCts for Special Market  niches,  while  the  " 
incltistil'LiS More Competitive in the  

; •-_ mass  produced product lines  
The  Cariadiad.efectrieaL,brednets iricInstry.iS .,c 

:edinpesed;-of.inanufaCtUrerà : Of tWO  types of  Prodnets: 
, • '-e'quipinerit ,  that 'geriératei; riansinits or distributes:. 

.'eleetrieitY 	Iri.Ydre' and thermal  sgeneraters,:- batter,. 2 

.wire,arid -cable, tranSfortnersi:'çpridnit, 
ancréqùipment'that  uses  eléetrieity„tf:i:  perform Seiine:- • 
otheffunetion (e.'elight bUlbs; , :appliarkesi:inotorS): 
The :industry -,consi'sts tie-Many diverse -SùbseetdiFor 
P_'raCrical puirposes; theSe tWci  classes  Of_egnit;irièritf__ 
have  traditionalfy -,:b-eériassignedseVen-Majer:,Wil 

'sectorà: indUâtrial.éléetriear eciui rpineriti',Ower-,.genera;, 
tion eqùiprrierit;:Wire arid:cable; major,apPliatices;: 
stnall appliarices; reiseellaneôuseleetrical,,preduCtSr , ',,- 

-àdebàttè-rfes. Altsùbseetors are affeciècl'hY , -the  rieWly 
' 	einéiging eleetrotechno'lôgiei  (advanced batteries, 

 .,amorphou's trarisfertners, sUpereônduetiVitY).;',,'-, .` 
--Altheugh eaCh sUbsectOr 'differs Markedlyrfrom 

; the  others  in  technologyiemployed, prodùçtion-teeh; 
niques and  Markets serïed,..thé  horizontal issues  -• 
addresSed belOW, apply to all subseetorS ., 	•;, 

For  ptirPeses_o ,in ustry analysis, it is  more  
ineaningfteto siibdiVide,the-indüStry. into  the  

- :riiimberS.of'etistOmifecipieees,'Cif..efiniprnent,:arid`. 
thdse:prodneindhigh,  Vôttirries: of à stà-Julard.,pr- odi..it.,., 

Conditions in  these two grôùps_ate,differérit. 
Product  design ià the'keY. to suCceSs: for  Sliedialiy ,: . 1 	;- 

While -pri'de and VOliiMe.CotripetitiVeness 
are more important for standard 	in.:thefôr;;. 	.• 
nér,'..finris'are'ilising'a 'Strong deMesItie te .Chnology-; 

- base to_prodtice. gobas,.that  are  :Competitive:In domeS, ' 
tieanCt foreiân`,MarketS: ltislargety'beeauses .Oîthese 

• -firins'ithat the'iriduStrY has ,aihriVirig ..ejpôrtbUsineSs': • f- • 
in  eleetriCal i;ràduets': -, the  firms maiiufacturing  mass 

 prodUCèd'goodslare-largely 'oriented-tel. :the dornestie,' , " 
market The  small size  of the . Canàdiàfi'rriarket -and 
sornesfragMentatien  of production have restricted .the:: 

i. ::.through: :increasing Seale  and  stieciali:iatiOn.- ..Sfa: 

•result, _the  products —  of  these fitms  are  vulner.• _ 
"able -  to eorripetition frorn larger foreigri:ProduCetà ,who _ 
achieVe'leWer•PreduCtionCeSti:-,, 	-1 

' the indtiSiry consists  of gior:è than'700' establish-
ments, and  'èrripi'leys.:abot.if‘85  000 people eipdüetioly 
is highly Concentrated;_hoWeVerwith the"feMIargest 
firins-acaonntingrfor'34  percent of sales The  industry 

,-i s ,also regionally :cendentrated,:',With  90 percent of  
.C5Shtârià- --ânerQuebec 

Electrical Utilities'inake'up the_largeSt'âingle -markeê'. 
for the industry  The'reSidential 'arideornmeiCiaI 
strtieti-on and  giariufaCtiiring resource' inclUStries-  make 
up ,its -Othet. „ 	 ,  . 	_ 	 . 	 . 

The  industrial electdéat gnci.,poy -ver,..`gehéràticiii 
',-seetorS foriri',the':Core. of thè,iriduStry, Their  products  

.t.ti;IirieS;",trài-.1.:Sformeïr' 

. 	_ 	. 
INDIÏSTRIÂL:CONIPETITIVÈNESS: A SEdFORALPERSPÉCIIVE 



thet.I.S,:CanadianeinPlôyrrient greW,by,1.7 percent 
Per Year; while ti/.5:',erriPlOynien(decreased§lightlY 

, ..13Y 0.1  percent per  year, atifié same time, labonï'. 
; .prOduCtiVity  inyalne'added per en-ip4ee grew bYr: „ 
:•7:09 'percent Per:Year'', ' While labOur"PrOdtictiVitY  in 

the US.,greW:at:thé'slightlY .,greater,rate'df 8.138 per ,:,, 
cent per year 

SEÇTQR:PERADRAMWE ,+'1 .9â3'TFIROUGH  1987 ' 
liMgeeiTAGÉ 
(coigeriwii :19815eCiLiÀRÉ) 	' 

, 	. 	. 
,U .S. Electriceil 

Electricàl- 	Manbfacturing 
19nufacturing , 

Shipmenls  
(dollars per employée) 

Growtf;' in value  added 
 Labour  costs  as percent  

of shiPm:erit 	, 
' 	Mate .rial'cosiS  as percent  - 
, 	•oF shipments , 
:) 	 i.ciliàür . ariii_inatericils gOst,s 

rierc'erii-Of s'fliprnerits 	 ;L1.3 
~ : VOlue,àdcled  as  percent ,: 

of  value of  shiprdenfS 
[C11-.;Our,Pro,clùcts''i 

• (value  added  peé.'èiriployée) „:`;-7  09  8).38 

ELECTRICAL MANUFACTURING 

›,r,eircu it: breakers arid large 7indtdrs.' 	'all ,Of thesepidd; - ,. 
nets, the indtistrYhas a;StrongdbrrieS,tic technology. 
base and isinterriationally cdmpetitivé.  .;, 	 , 	• 	,   

Thé largest eompanies,(WestinghouseCanadgi 
- 'General EleCtfic Canada; 'À§eaBroWri l3dVeri'Canada - ‘, 

and Siernens Canadà,,all Whdlly owned'stibsidiaties) 
.',areSmall in CoinpariSon.with,:theii' , international' -..., 

r 	 , 

competitorsand 	 abdUt.'20:peteent Of , 	 . 	, 
Canadianfirin s".enipidY imore  than 100 'People..,Large ? ::: 

.;,Ainericari;japariesearid -Ei_g<:>péàiijintiltinationals-,, ,. ' _ 	, 	 •,‘ 
, ddminatethè international  markets for 

Pràducts. 
- Europe  Own the largest firins•iii , the Canadian' 

- tfy, ,  and prOduce,mcist.d its dutpUt-Canadian,sub- ,. 
Sidiaries have acceS§ to  their  parent  cOrripanies?- 
leàdingedge  technologies .;: yihile -sdrne subsidiaries 
have international  'prddyet and market Mandates; 
other§  do  not  have  ateeSS,Ttb 'certain'export:Markets 
because, of,cOrporatePdlicy..,, , 	. • 

As in  tridSt-:cdUritries, the Canadiari,induStry,i§7,-'.. 
oriented t6Ward the dOrriestie , Maiket. Éleettleal;§tan;.,,. 
dards and  kithetnon :,,tariff 'bàrriers; ,  as Weil as preferen-, 
tial,:purehaSing practiCesbY local ntilitieS;:.tend td, 
kéep  production  facilities Clésetd marketS.>,Alsd; -etis-: 
tdineirequirernents for dose,iccintinucusapplkations 
erigineéring'ofteri give aedinpetitive edge, td local
nianufactürets  

erforrnance 
_ . 

Betvveéri 1983 and .198,7; the VarnedfShipineritS.in, - 
. :the CanadianitiduStrY:greWiby: almdst 12: Per:dent, 

per  annurn..,In the sarne:petidd,  U S  shipments greW, 
-7 'by' about 14  Pei-cent per :annUrn; ,̀,indiCating:  a srnali'r ' 

ificreaSe - in  the U S  share ofNorthsAirieriCati - 
Prodijetioh. 	 ; 

Whilelarge-increaseS in labour  ProddctiVity haVe-
occUrred:in,both countries as , arèSült:of.COntinued. 
,rationalizatidn  and éOnsolidatidn of the";hidnstry, 	'= 

. 
 

the  Overall result in  each  country  has been-Sol-newt-lat .. 
diffei'erg. The 'U .S. liaS beeri:inoVing tdw,aril rridre- : 
auténnated mass prodUction,rediiting eMpioyinent , 
while increa'sing outPut'hy14..3,Percentper.year..: - 
While  thé , Cà.riadiàii ifidUStry:has'alsd been atitorriat.''' 
ing,;it lia§ been rriovirig,MOre;t6Ward, the.PrOdUetiOn'... 
Of: specialty,  high  value  prddùcts fot, niche niarketS., 

 , The grOwth in,Valne--adçIed.by-theCariaclianindüstry - - 
WaS  9 percent  per:year, CorriPared;With,"8 ..i'Percerit'fôr r  

' 	imProverneneshave alsO beeti,occuirinein : 
labour  ebStS,'BetWeen 1983.rand;198 7 ;;;Wage.çostS in  

,the Canadian incluStry,,' a§ 'à percentage  of value of 
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' Canadian management -is experienced, and is 
Marketing and bOttôfyi-,-line oriented: Àlso,  the  increas,2 
ing globalization Of thé industry-;has'encouraged,,man-- 

, agernent to adjust aceordingly;Withthe increases 
in  trade -andworld c:ôrripetitiVenesS; there iS an , 	, 
iticreasing need -,for CEOsto.  have :a global Outlook. ' 

ELECTRICAL MANUFACTURING 

The industry's technOlogy -deVeloprrienthàs been 
. 	_ 

encourageebY ..bne of the:W.60d% most,generonS fax 
, - ..,systerns supporting 1.(s.;.j-,Y. Canada offet-s‘ inveStinent 

taX credits:ranging frorn20" to 30 percent, depending 
•  on location  of the.R&D and"siiôof the  corporation  . , , 	, 	. 

applying...The taX•credit iSPibyided  on capital , • • 	; 	„. 	,  
. 

 
as  current qualifying R&D costs  In a  study,publiShed-„,2,,, 
in May..1990, The CônferenceBOard Of Canada 	• 
Judges Canada to  have  the-.Most,generôns tax treat,: 
Ment of R&D arnorig 10 Proininent'cOuntries' in the 

inclnding  the 	and  Japan: , 	, ; 	• _ 
preduet quality, is',alsna major  source of  competi 

tive -strength and has beer  a  key .to suCceSSragainsit 
Japanese'and_BurOPeati COMpetitôt -S.inThird;ôrld.' 
peWer-Sectot:rnatketS.'Products-in the Canadiaii -:Inan- 

: iifacturing:inânStry'meet the:Stringent requirernentS 	- ; 
, 

 
of the Cànàdiàrità.ndardà'AssOCiation,-whoSe notins ' . 
are as-least - as_rigorons as'those of the US: Canadian 
eleetriCal Manufacturing must 'also -meet:the qualitY " 

• standards requited to cope,with:Canada's seVere 	. . 
climatic  Conditions, asiwell  as the- extrerne operating,: , 
conditions in  Çanada's  large  reàôuree:industrieS,:' 

s EXcellent'managemént-labOur  relations  are 'alSo à - 
majcir,strèngth,of,thç 'industry; there has not;,been,a -. 
significant strikeOr work:Stôppage throughoUt the _ . 	„ 	 , 
1980s..- With-  this irnpressiVe  record, the  indUstrY‘,is . 
adapting ,tn Meet the neW challenge Of the 1990s .,- 
Discussions with-and arrionderriPloyees - are being , 
enitivated 'inareas'SUCh 'as éliminatiOne  Of non:: 

,essential,' 'Work,- Management praetiCes',.andiJolieieS 
'and ptocedures':  As one,  CEO recentlY, Put it: 

By  openly-  attacking the *bissili es ..s 	esses:  and .by • -- 	, 	— 	 e 	 • 	 ' - 

trusting pur work force',' tfie aré.. çmpo.iveririg  people  
iint,CCre -eiting  self-confidence  that  carres  tïà-ough' 

• side the"i»orkplade.: -.-Wc 	begiiiiiing to find that, -our . . 	, 	 , 
.érziploYees , are - happer, ' rrioi-é- ' productive and  more 

 involved Outs' idé of-Work:sTheY`aré.niore Self- - 
confidCnt: Ernpoùiérnient foi-'eraployéés has-  beComé ' 

. one - Of:the :Main corn' erstories,  for  _thé future  ..Sitéce.s of 
„ 	 . 

our Cornpany.,,Managérs  no longer  control and 
•• die"; tkey lead' and .coach  : e  are  mining Pon' SibiU 

wh' ei.e;it'bélOn 	ith .  thiPéaplé,içlos-est to  the 
work.,  

; 	 . 

Managers of Canadian -subsidiarieS,ate in pontinilionS, 
Vigbrouà .çorripetition with sister companies atound 
the globe:to-', attract new invesiment ;  and  reinforee 
,Canada'S international  image as positive, , peaceful; „ , 
stable and  united  country The  corripétitiôri fOr.WOrld 
capital is 

_ , 
beCorning ninre,diffieult, eSpeciallY.,With-the 

PreSent récession; 

	

, T6a large extént;;,Prèfétential'proenternent • 	.- 
._praCticeS  of  provitiCiallY: oWnecf 'utilities  have  tesUlted'r: 

. in thé Multi-plant  structure  of the induStry.:This has , 
proVided local manufactureis.with an àssiired.domesi. 
tic market,  and a'prodLict mix rçyy,iithsÈanil cyclical" 
fluctuations in,d,einand;!bt.it;ithas alsoiled to highér ' 
costs  and-,diminished: international dornpetitiVeriess 
for  Many pioducts.  

Differing electtical'standardSiernain a large barrier 
-.tro'interriational 
bon costs, for.exports , and; insorrieinstanees,,bartirig 

, ehttY CoMpletelY. 
Thé 'industry:VieWS high, gciVetnnierit defieits, with 

fthéir heg#i\ie effects Ciri interest rateà'rand:eXPort 
financing ;  as detrimental ,to çorapetitiVeneSS, , , • 

In,expOrt marketing, the industry benefitS fro-4n _ 
finarieing,rproVided - by'the':ExpodDeVeiorinietit , 	, 

' Corporation   (EDC)and from, internationarsourCes- 	• 

st...ich'à the World.  Bank àhd.the'/‘iaD éVeloPment 
Bank The 	 thià financing enCoUrages: , 	, 	• 	„ 	, 	, 
not onlrincliVidual exportersbilt alSO national and 
international çOnsortia 'when'Pursnindlarge.,Prôjects. -- 
UnfOrturiately, Canadian çorripetitiveness iS consiclep. :1 
ably  r,Weakened when Many fOreignitoïnitr,ie . Suppott 

. -their exPoïters bY Using grarits and aid,--:tièdtos'eXport: 
creditS: This provides distinct advantages to-I:their 
Siipplierà in the biddihg procesS for internatiOria4 - 
tenderedprojectS.  

. 2 - Dennis K'::Williatn i Chairman and CEO, Geiiéral Electric Canada 
Inc.., in ci-speech to'.tle Cancidian.Cluk;;Roycil York I-lofél''Terdeto; ;  

: April.1:5; 1991. ; 
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- ; Thejàint.studieS-  and  ana,lysis beàan in 1984; 
and  thei-EleCtriçal,'and Electronic Marinfactiirets" • 
Association of Canada: recentlY tindertOokan  agree-

ment 	
„ 	, 	 _ 

, 	 the,unions,tb set up a Sectorar'',::' 
,Skills;COtinCil, The_ conneirs ,prirnarrptirpose iS-to set 

5i up'a:furidfor thé skills training needed 4 the 
Will,iiierease the ;retraining  and  skills 7 

deyeldpirient-bppàrninities for 1.,n, --rOrkerS in the 	; 
try;  It  is the first fùnd6fits kind ,in.Canada  for a  
specifiC,:induStry. • 	 : 	_ : • 	„: 

ok  for the 1990s ‘. • 	- 

The'indUStrY•iiinSt:adjtist tdelianging -needà.Over  
t'.theIong,terrn;:gtowthand.'conifiétitiYeriess'will . 
depend ,tà-alarge-eSctent,Onthè.,fricreasing -,einphasis., -: 
on the  envirbrirrierit  In the field .of'èleétriCal gerieraf 

th ere  will- be ; a shift  away  from  large  seale hydro. 
and thermal  genèratiàfi.plantI"tee:Srrialler, combined';. 

-5 cycle  power stations•based on gas,turbine gerieratdis. , 
 Thes-e:strialler.pàWer stations are  'easier tO-install,•: 

polluting  
---,There will  also"- berh greater. -deinand  for more  eriergy-: _• - • 

 effiCièrit': eledtricatpràduCtsand'PrOcesse,s,Another 
the ,autoindhile;'Where -. - -' 

; .the reqUir,eirieritS.fOr rediiCed,Yehiele einiààiéris- will 

'Offer rieWTOpportiinities forelectriè vehiclesand their 
• :aàïàéiated..eleetricar power supplies and  motors 

WithPreSSUres,ito'aChleyf e-greater_eeànOinies  of  
the  indnstry-Will likely continue tb,restiudture 

• itself  in  the 1990s  to-5.furthef improve prCidtietiYity 
and 'ci èrriPetitiyeneW.With éontinueçl.tatiàbalitatibri.. 

• in North , Ainerica 'oh' a  nOrth,sonthhas is ; production 

 should  continue  tà- increase'withbut.dorriparahlè,- -. - •.;:',- 
 incre'ases  in  erribl4rnerit,"Which should improve'• 

profit  n'argins fàrireinveStraérit in Plant  equipment  
:*Trade W ith- the US.; the iricitiStry!s -largest  single 

 èkport-inaiket,-Will  continue  to increase; The 
ntility'induStry, hOweyèr,-tends tà  support local , 	 .,.,•,, 	, 	. 
ufacttireis: The  inain.fdrinalized non  : tariff  provisions 

are  fedetal Buy Âniériea proYisions -,,. whiCh  accord  
,préfeirendés.'oe'tip}to .30 13'ere-,èi-it for  federalLY funded: 
prOj'écts-,: -TheSe i  and'shnilae,pureh-asing Preferences' 
legislated in"'sàrrie .  States;''Oftenprésent alàfg, barrier,' 

--to..exportà:tà the-U.S, The-FTA.is iniprOviriÈ access--..„ 
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- to the U,S. Market'15YreduCirig.prOtectionist  attitudes  
of U:S'bilyers; It is alSo,improving,accèsS'bY:Phasing.,;. , 
oUrtariffS betWeen:Canadaancrthe  U S  Withratinali. 

'ilatiOn and.inereaSed inanufaettiring efficiencieS -; the  
, 'industry is" adapting itSelf to the:PTA to beCornerriOre 

cOrripetitiVe'in the US. • .,; 
•• 	The largeSt potential inatketsfoethe indiastry, are 
•.•  in  the bnrgeoning'poWersectors'Oftfie .eleYelOping - ,i.:_ 

CountrieS,'partictilarly  China,  India,:isakiStan add 
Southeast 
kétS.:,.Frade Withr:Mekico  and  Érirope7iS small, but 
will 	

_ 
increase:, Steadity. With',theadVent  of Europe 

 Rerrioval. cif, the ''ManufaCturerS', Sales,T4:.(MST)1 
. E and its .replacement  With th&GOods:and:'SerViCeS',Tak.., 

• -; (GST) Will‘ in-Creak the irichistry',s -  çoinpetitiy_eriesS., ; 
'fficp,cirts"vvillbe More,CorripetitiVe with  the institution  

. Of thé OST, WhileiMPOrtS,--.Which  are  .about  ,36•Percent- 
Of  the rriarket; will be less competitive againt, 

.; 'Canadian rnarinfaettirerS; N'xiith'iniportS. :noW: -corriPeti,:-:, • 
, tively :taXect,' the  GST will  tend  tO.increaser.Cariadiari. : 

-.-Prodtict c'ffi-eentatid-Cariàdiati employment in the 
eleetrical,sgbiectors that iMPOrtParts:feasseinhlY ,,; 
in Canada 	 4  

' . .f7,Éhéré will be, increasing PreSSiire  on  çoinPanies.' 
to adoPt.new,teehrrologies ,and..upgrade:the rsicillS  of  
eraployees to 0perate ,:these.teChnOlOgieS:f: ,There will 
he a. Contintiing 4i,eed  for training-  prograins, to ens.tire 1, 
the  vitality ,and 'Viabil itY..Of the indtiStrY-When facing  

',.. - internatiOnal - COMPetitiOn:AlthotigheWierninent-':. 
p_rbgtàms's.rid -educational institutions .COntinne,tO,;.. -',. , , -  
play  their role;'In'friariy'.waYs - theteChtiOlOgical  envi- „ 	, 	, 	, 	- 	„ 	•. 
to,nrilerit is 'Changing-too quickly for  ; them to nreet,:'- 

There Will be aninereasing need  for 
"cOnripanieS the rriébie,$, , iii`ecidPeration ,with labour; to 
proyide, training anariele-skillS develOpirient. - 

Se-etcirà1-Agé»da'fkidiv: International  
ConIpetithi,enéfe' 	 , 

Ihiinan ttésour.é. c:Develüpinent': 

, 
 

The  Sectoral Skills 'Council,'which ,,compriseS'repre, 
sentati'yes'from  management, the unions  education: 
institutions and  ào.Nerritinefit, haS set  up a,f,tind to 

, inéreasethé, rétraiMnig and'skills:develOprnent oppor 
tunities.ror woricers- in the iriduârY:TO 

nécessârv to ensure that  the  ecItication 
Systein proVides -the nedessarysupport:for ,.prograins` 

' 

that''eniphasize teehnical.edneation; b'oth fOr'neW, 
'.•,:gradtiatés -and fiflt :Ongoing'iiiperading_Of the Work,' 
force As  'Well;-IndUstry; PartieUlarlYMUltinational . , 

-,conipanieS,'CoUld:iruproVeetriployees', awareness bÉ'' 
the rieed:fOr Continual'iiPgrading of ,skills; hy encbtir-7: 
aging ,theri,i to alCe :interehange, ,asSigrunents in ONier-
IseaS,faCilities Where they wOuld,be 
çorrip,etition.  

Innovation and  l'r'•- " oeç, 
The electrical induStrY:i,iasSeen SiiceeSSfUlin devel 
oping and  'iirnP.le rn" .  enting new tjechnôlOgies-.',T, h has 

 resulted fro in thé''siibàieliatiés Of:multinationals_ using 
the  It.i&-b,Hof  their ;parents  'and:'.adaPtin, 
nologies 

 been activelh,;adapting new, , 
.  technologies  through licenses, technology transfer„ 

s, and jôint,yentures., 	, 
ve.  itSe l'és'",” 'there are,'friftr,ier- oppotttinities , fOr.,,:r2 

 the'indUst'r'YtOb" ene: fitfr,Orn :,the, Considerable R(S,z):), 
'Car'tied:Ont by-the:Major çanadianntilitiesiin their ,- 
.:WOrld',ClaS'S',1abOratoi'ïes"; :.15Ythe  National  Research 
„Yebu'ficif and  by universities , 

,"- A"dritfear issnels'  the  'SnpPlY'Of St`iitablytrained;,i,'; 
: hniciàris teChnologists  and -engineers., 'r-,here ,,s a, 

; 'need to encouragea wider, aCeeptaneesOf,ganad,iaii,  
tOthos,e, thati:âré, ranch, 

; ;adMired é-in.:GerinanY and the U K (the téChrii,eal: , 	, 	. 
PidgiaMS' that:Parallel the inore:étaditiOnal.uniVersity:; 
'COUirses';'and'thai are  aCeePteçl as equal, to à tiniyersity 
,Cit:iCatioh)... • 

ed-,i>h-,internatiOnal .  
, 	. 

•'.. ,011à1`56fation  on  nevii eleetrOtechnologiessirnilar,  to 
the  program being proposed  for . (Intelligent , 

-Marinfaettiring,SYsteins),„bylapan i  ,the 
: .'éanaila -andÂnstràlial' 	 • .- ", • 

The electrical rinanufaCttiring:indUStrYIs'internàtiOr 
;ally competitive in the quality and...price:of its CuStorri:, 
equipirient,,TheindirStry has recognized the need to 
act :togethét  in  Sédiiiiiie large international, projects .; 
and  in the area of electrie;poWet sySterris; ,. corripanies 
have  joined 'together tinder --ArD.SEP- ..(ana,diari 
POWer'SysternS'Eport-ProinoUOn) tor:bid On SuCh; 
prOjeCts. ÇAPSEÉ),a1SO;ifichides',cOristiltantS;_ utilitits 

 and  ConStriieto in addition to theeleetrieal, . , 	„ _ 	, 	„ 	, , 	. 	 , 	 _ 
,r.trient inarinfaCtrirers. , 	, _  

76 	 r 	INPUSTRIÀI,  ',Ç. OMPETITINESS:"À SÉCTOliAtiP-ÉRSÉECI'I'VE: 



-ogiàffi....» 
	

Asia 
- 	these, `-'9 -7•'- -

rd É ifs irise.c. -.:.....- 

. • , ; 4,.
..--•i:Yin ili-e.P1'.,---r.

.; ',2-ç.r,D'ànies-\Y°. ".,'-- .ïed, '- 

	

‘ ' 	i-  ' 	
. 

, ", 	' tild. e,- 	- • › . rficula,, 
	

est  to 
ttà attend 

,'.‘-' 
 

Pa 	
ç-'f-.'stiPPbT- 

_.' '',--:, - - -•' - ''';''-'''' 
2: ; ' mandates-'

'-':''''. 

	

, 	, ..... : ,4  .tra e. a, 	,. .  . '' ---g9-7 ' • ' 	' 
	 Ïld;:rn r.. 

- ...,,,,
r.. 

, 	
,.,Ôrt-area.,,,- 	 , -: t tn,,

,-4ire,,-„W9„ ,,;,.',-ore.
,'rriui','.. 

e?c
e: ' '''..'.• -àe-rieeP,'9-."-éd'.bY;1.

.'.-.-'''' ' ' • 'i- -.--''.
• • -.''' 

Ther.. Is,•''' --.»''anieS,on, 
	,.., ' 

	

ciiàn.éç>rP,P 	,:...... • - îr, ficir i,o ... -,. 	st
ch:,iss,ues. 

'-..Éâi»Cara..: 	--,i.  'à.15O a' P--.
ee 

 • ' 	1, 	' `with: ,!-1, 	
'. - • :,: ::', 

	

iht:itO 	•_Y.,- âtiba 
	,,'' bloefafion :. 	:,-,-,.,.- - iddetr!ça:‘2 

	. 

ii,. -inerrit:.
-,: - ,,,,..,.; ,

-.- n- izati.,n., ,,., ., ,.. ,,• ,,,....ddesuchr. 
,. 

',f6h 'cléanng. . 
	r stand 

 7"--' 

gdiiictippg!,----, 	- y e't1-0, 
 

' 	
â àhtl" ----' - 	'11V.''''anqr.strie

;'.': - . 

,•'‘,.-- ' 
i-ià:tipio....„,?.-

•'f'd-ai2‘-",•: 
'-'-':- ''' Bi.i1/..-iTi•,---'"t ediit.i9' 

	.f'' -roble'V-s 

. •- - ' `Th.' :ifidi-IsrY.,-., 	rits,;aW - 	. d 	
rieT.,„, 

The 
	ern  
	ra e hat , 

 , . -...,,,,
..,.. 

' - ah provincial
•'',, ninte_,.. -.. 	-,-r.- 

	..,  

dumping, 
 , .-, ç : '• 

tomP titio 
t'e.èl''';.dh 

	restriction s1 	-.- .d.'edi,vor15.1À,',  

:.,.,•, -foiéign.„; • 	
.„1...i)a„...,,rel?plity,i, ...!,,, ..„..,,,, , -.', 

,s„.... 
- 'WI. -  

	so  v 	- 
Q. 4,,i,,, 	ht to re. 

P-..: 	 (,:yvvi:.ie.rliip.:  
	..,1-,...hts;. and 

 
d 

intellect lr,"..,.-I' 'e these pbin efnme - 	 tO  
it g 	 - 	, 

.,, :The màjpritot,eEeéttic:power PrôjectS  
countries that  

nôrrnally seek,finaricing at çoncesSionarrates,,.Çanada, 

is opposed to•the provision ôfscift 
pressing  t•ii-erribers of OECD,tô WithdraVe`frbrik,the 
practice..ba thé 	 Canadian,  indus  

Ary:  must be  more  creative itrideritifyini' alternative  
financing soltitionsIn ,  partictilar; ,,theqiidutry Shbükh , 

 be aCceSsing,rhôte international firiariciriÉ'frorri'› ; 
- nièrehant banking,: Canadian  and  multinationaU-
financing  institutions, hnd'.'cithér soïdcéS' such as 	- 
Japanese finéred aid .fundS. , 

In the caSe7dflthe'Sniall:to , itteditirti ,-Sized'.Cciineànies' 
é)èebit ekpérienCe: ‘T.d,  inerease,  their 

r;focus i, these tôtiapanie's should iiaake inoie use -Of :the - y,. 
eistinÉeovernment., intengerice . nètyffiTic:act'expottr';' 

-.:‘;'./1 -1•Sé-T.bitÀ‘1_PÈÏTi.SPEC;Fliid 
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TH44NFpemAJI9N ,T,4ÇH.15Q4ÇÇ:YSE:CTOR INCI.:UDESÇQMPANIES_TI-IAT DESIGN ,AND 
,rilélnUfâcturë ièlèCoffirilunicotiOUÏ•aad-riaiçraalectroarCe:èqUipmeni,, -,eprOpOtèrs  and 

'softs*aiii+;  and  iliar:piran,:ide- CompOLèr',cineiell4COnrirtiùnic-0itioiii':ser.:icés:Thè.sèrCLCbr hOe 
Sérdifeec significance, rice`nléirely:fiS -,-çi -14adingiricliii4tifFitsé:Ctoi',:bui' also hetOiiie  of  thé.",..: - 
;iriièreashigly hroOd  application  Of ifs.ïirOdûçie - iatiicl'àèrkrices OCrOsi;à11:Lipès Of: business  

. 	 . 

1111 

;truetur e 

Ahout,ihree qUarters  of the information  teclinolOgy 
sector is Situated in -1:=)ritati6,ancl , uebec',:.With.'pock;_, 
et's-  of eceelleneedistribtited'acrosS.theConntry,;'.' 
nbtahlY British Columbia, 	ancl-Nàïzà: Scotia.1 -  . 	 - „ 
The'sector'eMplOys'Oyer.67  000 people in  manufac , 

 ti.fring, and à ftirther„.:60 000 in software prodnet devel 
, bpmentand  computer  serYiees.- • 

In 1990 ; the information  teehnology'seCtor  in 
• Canada ShipPed 	 6i.inasnufac.„ 
'ttired:goods. In 1988 ,  software and computer service  
revenues  were Yalued, at More than  $4 6 billion The 
;total dornéstic market  for information  technOlogy r , 

 inclUding Computer and telecoratrinnications eqUipf.i 
ment, software,  and  computer and  telecommuni  
cations  services 	waS.b.yer$31billion in IT'88. 	s _ 	; 	- 	_ 	, 	- 

Telecominumcations  à'ne Microelectromcs 

equipinen(fôrrn the largest indüstry segment Within - 
.'• the  Canadian,inforrnatiOnsteChnOlogY s,ector. ,..T.heXs 
'industry, ManufaettireS -, telephoneS, switching, 	"-- 
é.qttipirient; ttàristriiSSiori -eeiprnent,-Satellite :  sySteins, • 

,- ,fiategrated circuits and  éleCtronie coinponentsr. The 	- 
Y,IlargeSt COrrii;any.  in  thiàindtiStrY,is'N'ôrtherri.:TeleeoM-',-; 
.Ltd Approximately.Z00"additiOriai 

inoStly -fCariadiari-.JoWned .,....inakeuP  the  reSt 
of the  industry  

tUreiSor  the  world  market Inaddition  to:N orthen0"-. 
whiCh haS:MantifaCtùrïrig  locations  throne,  •••,. 

Out the-world, à -few:Of the'latgeritelèObiritii,i:itilçatioo§ 
fitras; 
bèàehrlea& 'oittSide 'Ca:Oa:a - to  gain  access to kite fgo 

. piatitets, -téehnologr,'atid .lOW;.eoàt  labour At  present, 
key  markets kts teleConirriuriications'anct.inieto-

:electrônieSeqUiPrrièrit corrianie;arerthe-Of.S..,...: 
.!." :Furope:ancbtheparTast.-:::', --; - 

Canada'S , vaSusize,  and  harsh climate  have  CteatetE4 ,- ,... 
unique  demand  for long 	teleoôteriutlicticirià 
technology  and s. etices". Thià:has'foStèred the growth,f2. 
of  the télecOriiiriuniCations 
tty-  The  téleoirirnunicticins utilities  in Canada,  for 

have an  installed:asset base valued in excess-,,. 
-  of  $35 billion,;'Canada ha's always been•à leader  in the  

application of advanced  t teleCorrirrinnitatiOns:teeh :,, r  - 
nology._Fôr exhinple,:iCanada-,has led the-i,,,,,:#1d inthe 
application of Satellite  communications  to:sèrye'the 
-elomeStieirriarket"2,The dorineStic-teleCorninunications 
tnàrkèt i  though f.iighli'de"yeldPeil is prOteeted,'Jay -  ,1 	 , 

7 "pl.ir,-,7t'eàiil,àrëçl:fry  4niem;fork and-,sheltéted hehitid 
";.tà.riff'wàlfs` from all  but U S .  companies ; 

"r4è telecommunications  and  riiiércieWctrOhis 
equipment rincluitry,ttbdtibeçl ùcï: cidS Worth,jiist`o-N.7er,: 
$7 billion in 1990, of  „ 
	 .„,. , _ 

WhiClï,..alinoStfilifee-Clueters -
were: exPorte&rptiniài'ily 	 iteleeorainuni . 	- 	. 	• 	. 	• 	. 	 - 
,Catioriss,èéjuiPirierit; thé indiiStrYpOsted 

.âùtifiliisjri,t999,à.fterstyi,ip cOnseCutiveyearS Of trade' 
befOre-ithat-,....'theindnstryihad 

perforined,Withà'trade:„SurfflUs.It,'einplOyed- 21-8:000.,..! '.i ,-'; 
. --.in-riaanufactUringand'sp,ent'in excess billion in 
- 1990 on  K(Sin;cto Make leading,--edgé products  for the  

tiornestic'and,world'markétS: -; 

The computer  irkliastrjr:isdominàted by;subsidiaries ' 
of multinational  eritèrpriSes' stichas IBM Canada, 
Digital EqUipment of Canada,  and  Hewlett-Packard 
Canada-. Atriong Cariadiati.;(3wned firtn -s - there  are 

 alpôtk30,matitifacturéis of spedial-market computers  
and  perwherals including -Ceratech_l.:tcl., -  
'MatrOX Éleetronic SyS‘teins,',Mind  Computer, and 

 Ogivar  Technologies  
Tm of thè, largest multiriational,enterpriSesimanu :‹,',S 

facture in Canada Ori .a:piOdliçttOi'idate, ,I),as"iS; that  is, 
s' the:Canadian' firm Prodnees à Prod 'net line.Under Con': 
-tractto suPply its 1--jarétit:=Sùbsidiaries Spend Oriakréir--, '"T 
:-age,-'1e'ss-,than, 3 PerStent'oftheit 'revenues, on  R&D', 
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„ 	 • . 	 . 	, 	 .• 	. 
irinch the_: .PtOdif.e(and PrOceàSitechnol ,, -  ; 

Ogy,- they'need frOm theit ,,pareritS. -  
In 1990, the_danadianOOrnr>iitér:fridnstr'yï. employed  

).. irearfy.'19 0.00  people  .in .naanuiheturind,, >arg Shipped 
,-elcise to- . $3 'billion. Worth d,.écOdS,'.80- percent Of thern. 

to thé V.S. "(the •Weirlds's', largest, market for  computer  

• 
 

Canada  Oiirrently:linpOrtSalrii_Ost all  Of itS  computer 

 -requirernents.,,  This  has yielded,: ttiè ..information  tech 
nology seetot'statgeSt :,-Snitained 

•': $3 billion .anntially,,andthiS.,iS'drOwing. Imported 
, 

Computers, peripheralslpi'intersi-linonitors and7eardS):` 
and eoPiers., 	, 	 • 	• 

Software and Computer Services f•.; 	- 

The software  ,and-eorript_itét - services  - 	 - 

Canada  has  oei:  9 000 'establishrifents ,  (inel4ding 

ro .rig”univers ity 
ture.,SOftWare and lcomputer services in Ontario and  
Quebec 'aeedifritedrfàf 89  percent  Of 19882, revenues 

In ,1990i.aPPrO3ciinately'57,:firtia'sliad'renueST./.-; 
: greater .than 	,.fnotigthern. were   interna

-tionally  
fittn . snehja's 

-.1COrriputercOM- panieS, ,sncli'as TB/n?l; have  alào ,fônnd, 
 Catiadaanattraetie;:lbtio' 	whith`to-deS;.elOP 

SoftWat'e..and.haNie-éStabliSh,ed i'sOftWare'de.vetoeinent . • 

$230 million on research and  '13̀ io'duct deeIopment  
in -1990; While ,eiriPky'yirig  approximately  60 000 ». • 
Canadians.liidifstireennes - fOr."1988 . nearéd, ,_ 
$5  biliion,  of  which  14 percent  were  on software pro 

 dnet'ciezelOPment.:the '-'1'ernainder-  of the  teVent,ieS":' , :,..:". ;- 
weté derk,ed 	"..frOm:cdfriontet seri,r,iOes,  and  . 	, • 	. 	, 	, 	, 	_ 	. 	 , 	. , 	• 	.•, 	, 	, 	. 

:,,sys terris integ ta tion.•, - 	, 	 :.'" 5.  

W, hile fricist  of the service and'Siiéernslinteeation 
fiffri-hàve ,  a 'dOinestic fOcifs, Imanyof  the software 

 -,piodneers dOexpott.,, 'P.rimarily' to -the  U S  Alniost 
one'thifd' of all é'xpOrtsreStilted frOrn e!,istàfn PrOdficts.:;: 
ortginafing at:11-ie'IB/n.Ï. Canada f;aborafôni: ,.in 
TorbntO:, The : software and pii,inPutér  services indus  
try, iS ninning an aPparenttrade,...defiçit, in . eXées's,,  of , 
$300 millton, largely  in 	 programs  
for  iniorb and:mainframe  computers  

During the1.9.80s,•.thé ..irifôrtnatiOn teehriolderSeOtOt:-' . ., 
ernerged  as one of t.4- pré.mipei-i7t: industriesectOts 

-; in the  world  For the  first time  in ep.'S'.';,  more 

people  :were ' emplOyed.:4, éleetrOnicS-manufactureis`i -: , 	...• 	 • 	• 
than b.y.  the  autérnobileindnstry;, A§--Anierican 
nationals'beüan to rel. on thes-deizeloptnént of  WOrldf. 

,-friaikets•fOr'theit,prOdikts,theylhOkett ahrOad.fot:;, 
newSburees Of stipPly lot:. inputs .and foijprodiiet rnaii- • . 

''..15eatiOns'atOurid  the globe, the more  successful multi  
-'natiOnal:efiterpriSes-•reliipii:,foteign Maikéts'fceabOut-,_ , 

7 ii.1`e half Of thef'ne,OrpOratere. -retineS.,, 
The  first' real Challenge. tei,,ArneriCadleader-ShiOril 

this.éritital,Se,etôt-alsO-cainé .:.is:- the  last-,deeade -; ,Japanz.; • 
and it§:rapidly';deéroping, -AS:i.anneighbOtfrà'hee 	. 
be-dOme the.ht,e'for-ia"Signifieant-portionofthisi'. 
sector% tmanufacturing  base  Japan, 's}fipassed:thelif:5,„ 

'-.--first-in.Oonsirrnet.eleCtton..ies•and:then -in-Se.iniçOn 
diletOrk - and,'aS the "d:l.eeade.,:dteW .  to a elOse,"%began, to 
ehallenge--1nIdith:Arnétican anctEniOpean .ei-ifriPanieS , •-• • 
in the  afeas ,Of  computers  and teleainirrin-nicaticin- • :": 
equipment .. 

'During. the  -1.98'0s; -Éi.itOpé'''einbaiked•On:a'séries 
of  ambitions itséaiefi pièijedte-Thp:gbi>ërhirii-it.  
France, :Q «many,' iritaii-i;-IalV`and others, along • 

billios  of dollars  tO 
•:;14.fieientin information  teChtfolbe.:Majdr :•gdyernA,_,:t 

,.. ,:ment  funded projcts were latinehedin'the . f.-àit:". ': : ,u - ''' ,. 
 decade tp'fdais-,e&b.rèsourc:éS,  in  bOth  the  Pria.t.é"-. . 

and public  Seetors i  toward attaining -  this  goal 

, information  technology sector .Shedding ,  itS 

'-cèntrated,'On délielbp Ft-1g spéçialiied .,pià.difetrlines-for,-;.,' 
• regional•and,',-wôrldisgia;rké'ts'. - b1. ,,telee'OtriniunicationS:. ; .-,, -; 

Or ern  Tekorn became  a global  orgas,..» 
:•.--.;niiatiOn with a- i>  rgnifieant :MannfaCtiirindarid-',É4D' 

..':•pr'esenee- in the LJS:;;àeWell 4..oPetatiOns,-in:Enrope'. • 
and  Asia  In software -ancl.çôrtipiftepSet‘i - ides;.,..--•-: -.. -  • 
CanadiarVfineSnéh-as COgnoS:izSystemhOusè 'and' • 

-;'[')Iv_iR, 'gained rinternatiiirial  respect  fàf -.ibéir‘ .PrOdnctS - r..", '..• 
-  and  technOlogiear capabilities  in  Proyiding.sOftwate ---, :,. 

and computer services 	 ' 
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CHART 1 
REAL GDP PER EMPLOYEE 
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CHART 2 
SHARES OF U.S. IMPORTS - COMPUTERS, 1984 vs. 1989 
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CHART  3 
COUNTRY SHARES  OF WORLD EXPORTS  —  COMPUTERS* 
1983 vs. 1987 
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Source: ISTC. 

Recent trends indicate large gains in output per 
employee for both the computer and the telecommu-
nications equipment industries, the result of signifi-
cant investments in manufacturing, automation and 
R&D (Chart 1). In contrast, trends for the software 
and computer-services industry have remained stable, 
largely because the industry is labour-intensive and 
will not show dramatic productivity increases until a 
higher degree of automation, such as Computer 
Aided Software Engineering tools, is reached. 

While gains in productivity are noteworthy, 
Canada's declining share of world export markets and 
of the U.S. import markets for these goods is more 
significant(Charts 2 and 3). Within the telecommu-
nications equipment area, Canada has maintained its 
4 percent import share of the important U.S. market. 
While U.S. imports of computer goods doubled 
between 1984 and 1989, Canada's share of this 
market declined from 8 to 6 percent. In the North 
American marketplace, both Canadian and 
American firms continue to face stiff competition 
from Japan and the Far East. 

Strengths and Weaknesses 

Availability and Access to Capital 

One of the most persistent issues over the past decade 
has been the cost and availability of capital. North 
American information-technology firms must seek 
their venture and menanine financing in the open 
market, placing them at a competitive disadvantage 
with Japanese and other  Fax Eastern firms, which 
have access to low-cost capital from within their 
highly integrated corporate families, or Keiretsu. 
Access to low-cost capital has enabled the Japanese 
and Koreans to invest heavily in capital-intensive 
industries, particularly in semiconductors, computers, 
telecommunications equipment and consumer 
electronics, with a long-term goal of increasing world 
market share. 

Access to funds continues to be a problem for 
small and medium-sized enterprises (SMEs) in 
Canada's information technology industry — as the 
investment capital that was available in the early 
1980s has lately been applied to more familiar and 
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profitable markets 	feàf 
venture and mezzanine apitafthatStilt,SUppOrt,;: infOr.- 

-. mation technology . S.W..s'.arè - leSs.,,p4éieneand.'"ç.férnatid. 
à hiàfier..rate .of fetuiri:fo'Compens#ç,f6r;.Pereeivedr ,.., 
higher le.e1S'Of:s.r.isle...The:."sprvivat Of  SMEs  in the : 
inforMatiOn'tech-:nology:seetor'dePendS .on 
1ty tO,,seCtire:the:ftinds..néCèssaryto. drive 'the  next 

-generation'çEif PredUCtliR4 -z. p.,--,à-wallenge.;made:greater, 
Whig-h.: eaiiitals-',CO'Sts:,  and a'neN,Y.  'PrOd., net ceyele','eVeryij„;r:,:.'. .--' 
18 'month's:: 
•Large inUltiriatibria1:enterptises,and2rtheit,,.$1,4, 

sidiariés have had•kces.S .td:.CaPità12 from . sources 
 arOurid the Werld,  and  :densegliently.  ,:thiSiSsue . has 

had  rainiMalliniPaéronithe'çariadianeorriptitér,',:,.' 
iridiistry..HOVve .yen the1ack Of 'clâniestic:''sotirces-of: - 

 knOwfedgahle  and  •patient  dapitat in  the  telecommuni  
cations and iriicrdelectiOnics,-andsOftWare anct'çonif. 
,puter.setidés:indtiStries haS'delayedexpansionlanS,.. -,. 

'..:displacedirivestinent to . othér - inarketS.:Or•_resUlted-Tri .-:- . 
: the Sale  of  firms tnlargei fereign. based. enterpriség.. - - 

• • 	:7"; 	*.». 	":.- 

, One , Of .Calriacla'.s Outstaridineeorupetitive-adVantageS 
has  been:a .  highlY:ddiled arid :rnotiYate.d -lahOnt.fôrce. ,L. 

 Düring the last decade,...Canada:Tenieràéd:e one of the  

.[......ments  in the  world. ,-The,rriajet ,COntribUtingfactor is  
_ that .a.. h- '4d,a.''Wdrl'çl-;Clasià. 'edu.Ca.tiôn.,àl',Systéins'..Cb. ns.ià .,... 

tentlY,predUee.'high-.-quality -engineers:that 
of..hOth.,COS :t and ability.:KeY:, 

COMPuterSeieneeS;:rnicrOélectronicS 
- and télècôniniutileatielri: HolYéVet; Canada  ha,s, eon-. 

siSténtly,Prodùced fe nyerengineerS'ass.a.:Wportidiï  of  

- 
..... -One.  Of the-.infOrtriatibn.terchnOlngy Sected% ...greatest 
ChallengeS, iS tO  continue  'tOdeVelop 

lahOnt,`ÏO:ineetfUniredeniand.GaPs'rai.e f.,.2' 
...,aPPearing aCriiss . the--bOard - -; iri techtneal,' . nianage :; ,. - - 

..nient,InarketitearidritodtictiOnpersbrinel: The:ehh .: 
of the  Baby_pix>jr£ generatiOri,:,,a lbw'particiPatiOn rate 
blY wbfneh in science and  engineering  disciplines, a  

,, -and  re.rrinneratiVe biaSe'S 
--tratiOriinedicine', and laW;o•Ver:eneriéeting ..aridteCh:  

iCalfiela11..cOritrihnte':.tOa.sgrOvVirig huthan: 
:infOrmatiWteChtiOlOgY..-The  um- 

ber 	engineering and  apphed  :sciences  

._ments -hds-steadily:dedlinedsinee1.983;:: :: 
Training  programs  are  teqUired tniaPidly'ériM  or  

retrain tefihri,ociah; :ânct,t,b. give .:graduatés à greatet 
and  MOre, ap- Plied,knoledge....:hae'isà .sisting'thein to .1 
integrate more  quickly into  the  w. orkplace. 

...hifOrinatiOri-,: technolngy,firms:injapan;:Etirepethe 
Canada  have  been ïrnPlè.rnenthikqdalitY i' 

,H..edhalliation.and 	 an and 	enablel ,1 _ 	_ 	. 

- --,rate,strategy.tYill continue, tO:bè a'key,tO:eonipetitiVe:,, 
ness  in the 199Os 

Co,rporate ...strafegiefor,çomputer multinational. _ 
eriterpriS.és.,.inanadà have ahVayS been direCteciSby 
the p#ent - W.Wetliéeihinahufacihring. or,:.rnarkeiing 

global_Corpoiaé .; 
...,....Straltegies inttiated . .hy :paréniorganiz,ations', 

inodèrnfied itS..'prOduCtion; "adopted 
qualay 	 à'eTnei- t - fechrfique's .  and çieVelOPeet global  

; •• .. • .
peispectives

• 	• 	• . • •. 	. 	 -.• 
The telecoininuriiCationS . e4Uipinent 

ündergene strategre,..shifts'.in.-Manaàeinerit: and Prà-• 	- 
:-.duetidri,orieritationin.àrder. to-Stirvive  in à raPic>..,:.• • 7' 

changing  global  environment Firms haYeliàd, to 
.. ;grohali .Wto2cOnfOrtri..withrèstrietieriS;in  major 

af,parataj:-iiht' importance, and  sig 

nificant prcigreSS ..in this  area has  beéri 
,-firrii .s.:,&ertheinTelecOrri;:fOr1ntanee, is;..orie Of Only 
tWO ,_nonrjapanese ,firras to  have won the  prestlglous 

aYii.arded by  MITI injapanto.' firths 
.tnééting-Stringerit:cinalitY .,standaixWExCellent 
technolOgrinanagement• côntinues.tO.be  a  hall:Mark 
of  thiSindtistry,•NVith . Cariadiari fitini ..ainong.the 
w.Orld 7leaders  in  their areaS  of  ekpertiàe:171!5wOéf,: .'',.:.:5,- 

E -.this seetcir is . chatacteriied.hy,  a  strong  niche orienta-
tion  Marketing .to.goVerninents, 
utilttis  and  large;.instinitiOnS, 
Ëètej'à1 Marketing '.and .,linsiness'managetnent skills 

 and  -Strategies.' 

1[1\ïiiuSTRIA1 -.; è01ViPÈTITÏVÉNÈSS: A SÈCIbRAL , 'ÉÉitSPECT.IVE 	 , 	 83-_ 
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With its'einphaSià on design  and siriailLSCale,'-bigh-;.' 
'qùality - PrOducticin,3'.,the raieràeleetronieS indUstry,,is 
, alSo aÉ"thefOrefront, -Of gloSalizatiori.--Withn their 	• . 
niches,-Canadiari.,iniCideleetronicS firrns  are  arriong i- 
the b.est  in  thé wbrld. Wit .,-.1aCking- the  eapital'inveSt-- 

 '-gieritto..sUstain.a global- Leapabilityin  production,  
rrian.Y;Of these ',.firinS.'have'fiad, to ekPloi(their.  interra 
tional  connections  to-ally,them -sehies with foreign.-. ,  
partners, therebyexchangirig ,prodtietionfOr-intellec-.:;-.- 

; tuai  prOperty...,-  
•'While technicallystrông,''the SOftware;and -eonipüter'., 

•..,-SerViees .industrY siiffers'..frOin'weak ),management - and 
marketing  skills -Many Of these .firmS are Small - arid /:- 

teehriolOgical develOpnient - often 
ciaLortnarketing,,eXpertise. - -.:;. 

Goveininent ‘': • 	 : 

It is UnderStOod/bY gOvernments satnurid . - the  World ; 	• 
thatthe'inforMation tèehr,iblOgy Séetor is:of Critical '. 

."SignifiCanCe 'teethe eoinpetitiyerieSs, of their respeetic:ie ,  
Mai&  industrialized  nations and inany 

.deyeloPing Ones .noW -have Strông- national .R&D,pro-, 25' 
:grams, and -iiiitiatWeSto_attraet.iiiizestinent frona,...; 
informatioiVteehnology  multinational  enterprises 

dnvertirnentâhaVe 
'this' sectôr beeause deVelOping future generations  of  .• 
techholOgy--,iriy6kés high-.risk. and deriaands`,-Signifi,

capital investment ilrç;éonipe—titiv&advantagein,,. „ 	, 
dev.elgping,leading-edge-inforinatiOn teehrinlôgyhas.., - 

 beedine -a  Matter; of national  Pride  and  -technologieaL ,‘ 
security , to,rnany nations: r.. • . . 

• Megapreljeets, stratégic.initiatiVes; goerniiient 
c-urernent  and infrastructure  deNielopMent -hayeall ' 

.., tiedotne, POptil,ar:meehaniSrris-  for  gozerniriéntsi, tà par-, 
- v. -  -tie:Tate at the national, lei7e1... At the:.state;and-lOgaL 

to_.  attract 	• 
foieign  and ÇV&II:dotiletic investment' t,d,spéCifieT 

, locations  areennirrin -riplaee*, _':$ 
During  the  1980s„ the ij;S:1 initiated, SEMATECH,'‘_ 

MCC (MierdelectronieS and COMPutenTechrink5gy -.-'.', -  
Corporation),  the Strategie - Defense Initiative;.and 

., Other  advanced  infortnation;teChnolOgY, projects>,  
fUnded.bYthertmilitarY, Mainly:through the 
Defense 

, „ 
Advanced  

•, (DARPA): Étirope,latinehe JÉ8SI;:ÉSPRIT,,Ace 
and  Other iiinnyatie.gi:Werninerit-indlistry'_prograids. 
The  jaPanese'liespOrided.With the .Éifth :.0eneratind.• - 2 

;tive, and,dooPeratilie,erittireS involving telecommu 
nicatioris  and 

 r - 

ies; 
Canada hasinrig:had "-One' of the ,WOrld's. rrioSt.gener7'.,-.. 

' -OnS"R67.0-tak;errv. irdritrieritsat has'Stirnidateçl' 
thé private 'seetot; , àhd."'niàdé, this  country 

One  of  the ,Most tormpetitie.',1ocations'for ..R&D 

[;.and;.$ysterriS,'Devek;prnent , PrOgraraNètworkS  of 
entres .6f,E*Ceilerice; and the gtrategie, :  

Technologies  Pr:Ogr.  à#vhà'vé forinedthe bulk,athe ,, 
Çairiadidri-rgoVen-irnerit's ji-i\ïestrnent  in information 

 teehnoWy.":The tOteintestrrient:0.-- ,er the :fast 	- 
çie,eadeWaS'abOUt  $500 million In addition,  Canada's 
Rationalization Pnfiey. ''d -ifeiptOciiternen(henefits.  to  

fcli?ficipiite-erntiltihatiohl'éritetprises.in exchange  for  
- !, -;theit'irni,e$tments  in prodtiction,',R&D,'supplier 

ifievelbPment .and relà.teer,activities  in Canada At the ' 
pi-ovine ià.1,.::anci  municipal  levels, with thé, exception 

 OÈ(jtiehee,:,fdoenrenieht', 
• trial deyeliDpMent--- -  

While CàhàdiànrproÉranis -haie heén,  for the  most  
parf,'OPerYte; eOmpâtiies.fiôrri àhrO.d,.the same' 
.ca-iinOt:be said  for  the'prograins=of.nthe,r --conritries--„ 	• 
A. notable,,exeeption'has, been the,,op,ening.ùp  in the • 

' - '0S:1,i5e.MCCànd.SRC_:(Seihiçohcru'etôr R-eèàfch -,  • I 
Corporation)  to Çana:cfrahfint».largel, 

.TechnélciWA-césisiit.Difftisitbilt 

eothpetithit Wek5ori 
thrcitighout the '1980s, àS firmS battled one- another 
to  break or  ektend the barriers Of spéed.and-size:ItS 
`olèVeleiprrierit. and  diffusion  haS'ieSulted  in  new  prod-- 
Iletsand-marketi,.and has:changed-the Way we  live, 
and work:  

wellSpring 
of innovation,  creating the personal'edrapUter;the 
workstation,thesupercoriipiiter,.the aith7ancéd , rnicro-
iifoçeSsor`,and ne "*.'softWare. application-s. The 

'Japànése defiionàratecfàfèat intôvàiie àhilit}i: 
,t'alciretecbrinlogy, _refining and iinProying it, all the 
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w.—iiiie-retineing.eOite, and ,i-tnpreingsqu'alitynd - fnne.- i-- ,.-. 

world  leaders in 'serri.ieOnduetOrs and r.related 

wtth aèhrane-eS.In.bôth.eonstirrièr eleetr.Orues-,an 

CahadWfiàefflaYed -  a.rôle, in pti.à_vi'di.tig technology,' 
leadership in the area of te1ecomnunications ard 

investment and focus on the telecomrunications sec 

ReSearespend..'airriàSt 	2. 

$750, 	 , 
"n '-:Cluarterà. of  all thè.,R6.0:),funde  information 

 teehnblogY seetOr.- Most-,6f the,:tehncilOgyip-deyelO 

• ;«arri' Onnt 1-it;ilt ad4iiired thrOuih#rategle 
- -or-participatiOn  in  dornesne:and , for,eign.:7  ase 
corisoitta For  arnble>,N-, ortherniTeleeofU„.-..has,join, e, 
the 	:-researeh, calscittiùra :MCÇ. 	• 

In the ecirriPùter: iri-du#ty;.:sUbsidiaries; Of the  multi  

• through  the parent  orgarnzatto Royalties  
to tran§'•Èef eé.  

rriandate. R -,(S>7..1).:perfOrineif by  

'cOntra-ei;fo. -the'ijarent e'Or4;anys atici 
a.  finished .1rdduÈt.,inannfaetUr'ed  in Canada 

The 1-54tWare .''and'eOrnpUter.seri,riees:induStry,,,, 
-spends a great. dealOrt.R. &Di  rêgu aor .y . contti uting.. 

" d 	«i1/2.` pereentZo_ . _,vénueS.7tO-ne‘',5/.:, ,,,r-O 
As in :  thetelecd-iiirrilinieatiOnsand i'rruciroeleetron ies 

' these  ffirriSLtô,eri -.Weeess -to 	 participa- 

tion in 
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INFORMATION TECHNOLOGY 

•• the gerMan, -erench . andjaPanese,inarketS:MEpartien:- 
lar....Thesebarrierà have 'been addiesSed • .., .. 	• 	 • ., • 	•, 	„  making  

, direct investinent,CoMmitments  in the market,  • 
• , icens ing, te.chnôlogyto dOinestic inanitfaenirers., Or 

Canadian-,Made:eqtiiPmene,tO.the;dbririestiC:' 
.l.côrriPanif.-fôr  resale  ,under their  label  

i,NeceSS•tO Market's. has typiCally`nOt:been'a'problein•', -, 
for-the-cOMPuter induStry, where over 915 Peicent:of' -' 
.all erade is intra--côrporaté..Thefinished Prof:it:lets, are 
ShiPPed-tel the Parent COMPany,','WhichdiStribureS 
thein to inarket's_sarnund:the,worl,d'Us‘ , 	- 	; 

sable  :Marketing Capabilities' and distribution  nètWOrkS.'-' 
For the software  and'côMpntér•services industry.;., . ; 

the prim' ary:,rnarket is the,..1).S.-; which is  open and . 
aceesSiblé. Stihsidiaries:of  multinational  eriterpriseS ,- 
distribUte PrOdnetS:throngh their .Parent - companies 
and  SMES-"generallY'sell,Via diStribritors Or through 
distribution agreements  .With, hardware  vendors 

'Otittook:f6*- the": 

Looking' tOward.the'nekt-deeadeand  the  beginning  of 
. a new century,  the  :Canadian information,technolOgy:,'<:. 

Sector,Will continue .tOlinairitain.  a  'PtOrninerit role  in • i 	• 
< ,•,- the teleenrimitiniCationS'equipri-iérit',induStry, sdeveloP:-; 

, unique  capabilities in MiCrOéleetrôniCSi„exPlOit,-; 
 niches  .withiri the :softwaM:b.d.:çpmPiïtér, services

andcontintieto-biiild'on'Canadiari ; 	; 	, 	; 	,  
' ties in;errierging techriôlogies'SUCh as:photonies and 

• art ifiCial  intelligence  Às'a.World leader in SySterriS 	• , 	 , 	„. 	. 
'integration, the globaliiation-  Of the .high-value ,added:': 

- -serViCe'iridüstrY,offer-S .'afi outSianding Opportunity ;fôr ,' is  • 
, Canada ; As trade liberaliies'and:Marketà'OPen.i.i.P - 

, around:the . World, Çanadiari,information-technology, _ 	, . • 	 •. , 	, 
manufaçttirerS•and.sérvice providetà..are-Well''Posi= 

:tioried, within highevalue-added'hichernarkets',' to , . 
-offer cornpetitiyeand technôlogieallY--inriôVative - ' 
solutions 

; 

- 	 „ 
Of  eVen greater_iinpbrtanceto Canada 

tà marshal the StrengthS, of theindUstry to addresS the . 
•"-Vast'oPportunitiesltô'deVèlOP'infOrrnation,technolôgy: 

for application  to  the :6ther keY' •sectOr'S' of the 	•:: ;-< •: 
Canadian econorny.< The 'CompètitiVéness sé'ctos 

• - 	 • -• 	 •• 	-• 	 • 	 - , 	 _ 	 • 

Such:aà'iriantifacturing,itnining; forestry  and  fishine " 
.agriculttiral products, as Well aS:- the service sector,  will 
12e.eletértnined_bYs  the ,ereative Use of  information
technOlOgy.  inall-aSpectS Of the enterPiSe,  

r 	CanadianinfOrinatiOn,teChnOlogyfirriis Will- face" 
inereaSing Competition -frOrn,abrOad,-in  the  Canadian 
markets for  hardware  and  services. . 	 •̀"- 

While Canadalias,long,been anekeellentloCation. 
in Which to :perform-R&D, thé Challenge'facing- .' • 

r 	 - 	 ‘• 

.:Cp.iiàdian firms  in the  199,0s'Will be to déVelop 
- Procftiets and 'services  frorri•thiS research that Can. be::: 
il applied  in markets  both in Canada  and ,arbund the 
world  

Sectoral Agenda-,fôr . Intertrittionid, 
,'•Co`riiiïjletithértess 	 f.• 

Availabihty 'arid'AéC -éss to <-Capital

To CoMpete agairïst Idw .-CoSt-Capital.aVailable to 
foreign cornpetition, firms will havé tohecôme More - 

-< innovative in 'accessingsources of funds. Firms' will 
have  to seek partnerships'-With large multinational 
enterpriSes that Use or develop téchnolcigy and cari 

7 offer not only patiefit .  capital,  but  technology and rnar-
kétexpértise.. s;  

• , 	 • 	 1 

dirnÏeinetting < quality ,7Contr 	ogr arnS 	•,: 
-„Markétirig'Strategies that identifY:User  or  ConsUrneir, 
:demands and  exploit  these hy,qUicklyhringing high- 

cOnipetitivelY'prieed ProdUctStd-inarket,Will 
be-keY—to, filtüresticeesS: More effeetivernariagerrient. 
also will irnproVe sprOfitability and attraet iveness_t8 -.: 
the investment côminuriity:.'f, - - - • , 

GOVernraents can-help:inciease inyestinent  in  this' 
'seCtor by raiSing thé,leVel be aWareness in thé iti?esti< 
Ment cornrritinityi of irdnrinatiOn,techhology and ità 
'stieCeSses,  and  fadilitating trariSfer  of  teChnology • - 
out, Of-gOvernindrit -laboratories.'it'eari also helplpy-
making  more  effective  use of  existing goVernMent 
prograiris  m  'fi_indinepre;.coMpetitiy,e R&D•and 

„ccinsbitiatà_ proinote.syneigiés arnorig firms yyithin  
the  Seetor.:  

An  exa,mPle of gOVerninent-indüstry CoOperation 
ÉiCcUried.abôüt :three-,years agnin the area of taxatiOn. 

-ISTC,  Revenue  Canada  and infOnnatiOn-tediriolôgY ; I:„ 
industry assOCiatiôriS,WOrked,tô,çlarify the intertireta. 
tiàri Of taX,regulations aS'theY,:asPPlied to<RÈ,z.b'cOn-
cltictédÀn  the  software inclustry.:TOgether, thei were 
able to explain  the issue, Clarify thé interpretatiOn ' 

	

,• 	, 
' Canadian firras Will alSo  have  to beCbriie more effi- 

	

cient in their;üseof capital 	Making  more  ÀnriOya-',"• , 	, 	„ 	_ 
;tiveuse  of  deSign tdols,irecluicing. time tô Market, ;< , 
sharing or  bUYing tatherthan rnakingtechnolOgy'; s : 

INDUSTRIAL 	 .COMPETITIVENESS  A SECTORAL. 



INFORMATION TECHNOLOGY 

, 	 - 	 • 	 .• 	 • 	 • 	 • 	 , 	 • 	 • 	• 	• 
of the  tax regulations  and infOrin thé inforrnation; .7., • •••,., 

-•'.teChncildgy.andfirianciarindUStries . -that software': 
_R&D firm \Yere-i• indeed.; eligible for fa.. Credits,' 
Moreover,  the  processlng  of 'theses'Credits-vhà•Strearn
linéci":tb PrOYide;a:fastetrespOnse• -•_ -_ Soinethingfhat: 

•••- '"•••••is- Very..iiii-Portant' in an induS`try .Where:riMe'is  M the 

essence ThiSteSulteil  in an  iinprOYe'd•eriVironinerif-‘2 ., •: 
:fcir;•àbtaining,,fitiaricirig fOr.:R&D - in  the  'Software-•':».. ,-.; 

?.•-industiry There' is sonie- eVideriCi,that 'the i e. iS•itidr>e ,,-; 
tO;be.'doiie  in  this area -.••••••-• 	• 

• 
in.gerie.rat,. -andr-infOrniation.teclinblbe., 

firms  in  'par-tienlai';',, : dan'PrO‘Yide 
tutiltieS.: -InduStrinnS(JOin.:with',goyerninents• and 

_ - ,coninitinitleaders -'•to.prài-nété,these-opportunitieS• 
to eleinentary;abd -4iglisefibbl,.stiidente(eSpeCiaily.,,7. 

hidiiStrytieedS to-,-eaké  a  nip:eh greater  role  in • 
;:• -, assisting SetiOôlàto..accinité -,apprOpriate teefiribt6dy ii , 

• 
....excharigèàand work'-:teants .. - h4e will prOrribte'elOser 

Industry  Must Play:,...a',greaterlible -in d'éVising•re- 

and  tèClinieal,cOlieges',,i7d•aydidlbsing;Canada'S best 
:::-• -•:•-trirrikerS'ib the . d.S.,.','siridn'stis'f,ranst'i :aet 

making i6p-portimitteS aV"ailabletbihe,best.;gt -bdeht. 'in,,-  
Canada  

tion  of  slçilled  people 

 •-.- . 	. 	. 	. 	. 	 , -•. 

inten Çànada:to.fill'gaPS' in  ci'ih 
 cal  ateas .:F,ln.vnYeyei=;-,t,4 

the  human rèsdure`e -shoitageinu§t be irri.ProYing.:ed7iP.' 
cation and training  . • 	 • 7- 

r • GiVen'the Urgent need .th.develOP'andlinaintain 
hnirian te0iiiree,,l3aSej- 11, -ôw`can Industry  tale 

Challeriàe? 

; 

. , ,TRé'dià.Ilefigés:,fàeirig ...triàriàÈçnièrit ‘ in inforrnation-:-., ; 

•,-.-ff-teehriblogy'rnariufaCtUring COMPanies :,are,'the:saine'as» .:: 

.COri-iPetitivenesS; challenges -  of  the  199Os,technology  
must  

r •,) . ,Continue tnimplernent \ Total  Qiiality ;Managerright 
prègiarristo;  virnialhr.-seliininate;.produeCdefectSi'.:• tb .  

•,-...: -IbweePtOduetion C6stS',' and  to bnild •an  international •  

-

• 

image as a  quality  supplier Management  approà.theS 

be,used tà, 
improve 	 ienby COMpanieSiiiinst ,,coritinue to ; 	-1,. 	d 	of :1 ‘'S 	 o,perations to ta.,1/42,e', a 
CoraPet iti'yei‘ ionreeS‘  -6f-SupPly, , teçh.  nolee  and capital 

 around 	YvOrld.:BecauSe inanT,of.the -tbOli to 
achiey'e these. 	 involve  information  

"- t" -h-nolOgy'appliçatiOns,, COmpanies 
.22need énbel-at 'flie t-fàfefront:in applying these ;  
" technologies aS, ',weli-aS prOinOting th.eni 
• tAP'is:an example  of an  initiative where:govern., 
• ,rrient.ankLindUitry 

objectives 
". , - Éorèiân7ownea.....4'tinationaC ,enterp 

integrate  the full range of  _1.71:(Szp„" 'in_anufaCturing and 
marketing 	W.;  ithintheitCariadianh oprratiôn,  s.,  
and v;ithin theCanadianinf'b,rnatiOn-tee 	b: gy,  
sector  in  general, 

»Vhat 'earl be - done t, o 	 manufacturing  
culture  - thin  Canada and  tohasten  the adoption  
f 'quality taanu.açturiP 	, 

' 	g and management  
'by  the  Pi-i-v'ate and publie .seetors. , " 

streriehentechriblogy,aceeSS and diffusion,  ; 
-firms 'should pafticipate -in'PaririérshiPà - invblVing,- .,,' 
Other firms,  the Publie Sect& and -a•çaeleinia;•r in-, •- 
Canada and  abioad , 

' Indùstr.Shonld Challenge  government ancraca, 	- 
...dernic-.1abbratbries and  research  institùtes-to bee6Me 

more market  oriented  and of 	sefvic6--to, 
business in 	

:. • . 	- 	 , 	• 
developing'andiranSferring technO1667,- 

-„to-therpriVate:seetôr.i6YerrirneritS, ,in turn, should• 
T,...--faeilkate the transfer of teChnOlOgy froth' thè ,  labs  to  

indiiStry and attérript,t6 onent.R.Sâ:),-Prograiris to 
,areas'.'that'édtild hest enhance the coMpétitiVeriesS 

• of Canadian-firtriS; 'eSpeCialliuovef the long  term . 
The  fedèral gosiz.érnment Sh,ckildecintiritietà, trY'tb' 

ensiite adeess -..fdr Canadian finns to fèreign,consortia -r , ,- 
' and  research  programs  in order:to .prOvide 'Canadian 

. coitipanies  the-Same opportnnities ,that foie ign: firiuS • ,f 
enjoy  in Canada  

Given thcat the  ebi'nrietitiori  in  technolOgV -transfer 
iS.aggres-Sive i -owhat --can.be  lane tO ruake sure  that-; 
resources  (people and:n-inney) are imade  avaitable:to -
exploit rechnOlOgiedelVéloPed. in Canada and abroad?' 

IWDUS''ÈRIAL COMPETI'ÉI\jENE'SS: À SECTOR/g,  PERSPECTIVE 	 , 



INFORMATION TECHNOLOGY 

. 	 .;. 
.':MatkérAéé'ésâ', 

on -suCcesses,'Such as the.,FT'A'(ai>d"à1)1cisSi.,- 
- 

	

	 NAFÉA) and tO prorriOte -tradeilibeialilatiOn;; , 
governinent  and  iridustry,MUst -cooPerate to .PuSh fOr- 
thé sPeecIV'rerriày,alr Of riôrtariffharriers: 	`. „ 	, , 
ticùlar1V  urgent in  Europevand'JaPan  in the  area Of 
telecoinrauriicationS;,.f irins- can identifV ;Specific ,. , 
non-tariff barriers that prevent Cariadian,-iriade gOOds' 
or services  f,rorri entéringforeigh markets; ands  the  
'federail_gciernineh,t . can. raisé:theSe  issues in  thé - 
aPPrOpriate;fora. 	, 

fecieral'éovernment-COUld alSo  support efforts : 
to include service within  the  GATT, frameWork-to 
provide:increased opportunities to promote  the  inter- 

' nationalization of services  whereCanadian firms are 
Strong,performers.." 

What-Steps Can'indnstry take to ens'ùre that 
, ernments,in-Canada; and‘around.the.Wôrld; motive ' 

, rapidly toWard fair international trade?.  •.: , 	- 



AEROSPACE AND DEFENCE ELECTRONICS 

70p-éÀ1n144..piAN AmwspAçE.AND.1)4FEN'çE :EuéTRoNws sECelFtfis ne-HNOt-.0G(.1: 
-,i1Méï.i .iiyié.',ii!neU,hus ,lepjeciniiffizèid capab.Iities  in tin4 r -k,éci!=sh; 

of  

g;jiegiéd' Iri:d 
, on access to export markets  ehipirièhts 
70 percent of the  sector's  output deshned for civilian aerespace applications 

The sector's markes are  inity,interriaticinaUùtoiriers 
. ..include,airefaft ,inantifaCtnteis,. ,aircraft=dtieratdrS, 

major ctvil aerdSpade anddeferiée-contractdrs,-•„„: 
.i-dilitafiend-`,.iisers, and  ;'Écernments -: 
set.-s,tringent:rnantiracniring,prdeeSS andprOdnee,. - 
pérfbirriahçe spe'eifiçations-,:'17QSatisfytheSe é3éaCtfrie -
reeinirera' 
uct • '''11 	•-• 	° • tand,Size,,noiSe:géhér.ge 	i -pèr.ospa.çe 

firinS Must inake,signifi,ea,rit, 
R&D'inîièserriére .srtp,star.at ,t e,forefront. of analyt!eal. 
technicines'andnei».;'rnaterialà teelindlOgieS, 

, 'There  are-.•-aripicolii-itèlY3,00 .firins  in the ,seetdr, 

:r:the.;20 làrgest jinn§ accourt for 80 'per'eent'df»tat-:':: 
,Canadianoutput NinètypéÈckhet .lià 
..toèâtëd 
MontreallàleTotohd'ilhé Tnal_isitty 
important in  V.ati.,OuS ;regional 'centres, _ririCluding 	• 
Vancouyer,  Winnipeg and Hahfax 

',---ManyjobS in:theagrospaCe,à,ro defence electidniCS-
SeCtdr derriand -ad\i•aneed•Wills , atiaare:'hièh-Payinà..., 

• Responding to .tb:çsdÉitinuoilà,iiéed,for,inipi-;eq-cl,:,,, 7 

design ariaerodnetidn.technOldgiei,,Sectdf firms  

have 	 iietçarris: of  specialist etigiri„e`ers,.._fictté'è 
diffiçu4;tnatëi-ials. and 

td 'ektreinefïéloé .;fdlérariees,baS;léd: td .  developmetit 
cf a  hiàhlji skilled  production  work  force  

theectdi' is,,enstanaribiii.Kied  in 
thefirgt:tier.d .otisists., 

o  apiiniXiinatehr adozen 
have  integrateddesigni.ittevelobnièriti-e-iâtiu4ettifft.ig,;:':',', 
triàtkèOng 
Systern8:-.T,1-i'ese'`fiimS are 

-si.ieh as triaripfaç- ,„,, 
turers  df,airfraine.snb.-'asSernblieS'.; imajor  *era, E'CiiiITÉnY.:. ,  

beiards:. , . _ 	.„Compeition .among  second - 
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AEROSPACE AND DEFENCE ELECTRONIC' 

GOvernments'wàtldwidehatie régUlarty stepped 	- 
forward"to preide-their "aenispaçearid'defence 
electrOnies 'édtors.with adequate.accesS to capital..,In 

• 'faet, ;thé .- inyolyernent of national-, àoverninerits in thé 
aéroSpace industry,as2owners,  financiers and principal 

 custoiriers-is muCh  more  Pervasiiie 'than in rriost"othei::: '; 
-;induStrieS. This intimate:relatibriShip  stems  frorn the - 

indtistry!s strategic significariçe  in national  defenee 	' , 
(rriainterianCe_Of à déferice pnicluetio,n. CaPability) 'and 
its  contributions te, national  Prestige,,trade  balances,  

, economic' grow.  th and -  regibrial 'dey' elOprrieritï 

Per- fiirs mairiç6.ju: 	 :r 	; 

.Sincé thé.làté'1970S; thé CanadianaerOSPace and  •  
- deferiee electionicS" sector has erijciyed strong groWth. 
BetWeeri;1983 andi996,',,real putPïit increasedby , 	• 	 , • . 

	

- 90 percent and  empinYinent:gteWr. 	pereentr - '; " • 
(27 ppo,w.Orkei-s)::•n,x:/hile ,ch,iliaerdipaçe.iriarkeà  have 

 remairied robast thisoUghout  the 	defence . 	_ „ . 	„ • 	 , • .., 
• troniCS-,Matketà.stagriated biihê,laSt Years of the '• 	- 

»-elecaile.as foreign gOlierrirrientS;(PartiçularlY the 

	

, -.eut back'On défènee:sPendin: 	- 	. • I 
With only-  limited Canadian derriand, the seetor 

'haS achiev' ed;grOW, th throngh-eXPOrtS-.,:TyPiCallY-,;:.the' - 	- 	 . 	. 
Sect-or2eXpOrts:b:,pc:i-qrit  of  its Shipirierits i :althcingh 
abOve-aerage-..1éi"7e1S-, of -dbrriestie PiOeurerrierit:diiring 

-the late i980s terripbrarily.. ldWered; the 's-eCtOr', S ;  export  , 	, 	 . 	 ,; 	• 	• 	• 	• 	.• 	- 	• 
"orientation'to=apProxiinately 70  percent The value 

, of exPorts in 1990c•Was $6:•1 billion, -apprOXimatelY 
_75 É;éi•dént of total  -ouipilt.;;•; 	 ' 

The U.S..' iS the most  important trading  partner for' 
Canada'saerôspace and,defehee eleetronies: «Sector: 

• • M6St. defence;related firrnS inCanada.haé  close  ties 
(Often. thrOugh 'oWnersiiiP):with .  the major  Arneriçaiij 
deferice:contractOrs: As'Well, intiCh  of the  Cariadian 

, SectOr's'SubCorriponerit,prddnetion  for civil  airétaft 
has been deiiered te),Bbéing and' McDonnell^ 
Douglas, the  twO U:S;, airframe rriantifacturers thatr.' ,  
have dôrriinated large commercial  jet' markets : In 

 ieterit'years, however;;Canadian fin-ris; tribst nbtably 
Canadair/Bombardier and,DOWty' Canada -,:hày-e 

- ' :Sticceeded  in  wiririirigMajOr supplier  cbntraCts with 
 thé  European  Airbus consortium In addition,  

; • Canad jan suPpl l'ers d  air  traffic:c6ntrol SysternS'à4d‘ 
. • -pace SystérnS are aChievirig grdwing Sales in Markets , „ 	„ 	 • ; 

.:7 . such  as the 	AuStralia,,the'Caribbean and,the.- 
Middle East; As à reStilt; the sflaté ofbariadiarr .  

.expièrts shipped to•the'U,S;(approXirriatelr 
62. 'eets..ee.h. )  is expected 
- 

 
The U S  is also  th  pHiaarinsolitee fén'  certain  key' 

côrriPOnents - "Of Can" adian..prodû etsï(slich as 'aircraft- : 
.; aYfOriics•and electro.nics eomponents). -APprOx; 
Miately 90:percentibf.rriaterials',  supplies and  subcom,-, - 
porierits'.that are iiripOrtedbY.the.sectbr.  bng-inate in 

resiilt,"Cariadian;produCed aenDsPace- - ` , , 	...-„ 	 _ 
and- defence prodtiets  have,  on"a•Yserage,:a.,25  percent  

' 	. 	 • 	. 	 • 	 ,„ 	, 	. 	 _ 
Aireridt -eind Airç'eaft Paits,Indutiy. 
(SIC 3211) 	.:-• 

International: iradé  and labour data from' 
. Statistics- Canada'. are ayailable féir only the.Airétaft" - 
and Aireraft Parts;subcorritionent'df thé aeroseaçe 
and defence- electronics industry Thèse data;;PartieU,' 
larly.for thé 	 4,t4 sales of large ,  
COrnirierefal jet transports  an4riilitary.  airetaft;fOr „ 	. 
Which the'Càriadian iridustry 
assembliés and ccimpônerits'; The tradé 'data; [titi icate 
that ;betWeen;i983  and 1988,  CanadiariprOducers • , 	, 
inaintained their Share Of the linge U.Si Market 
(approXiMately. '13 -Péreent).;' ,:>ier'the sanie periOd, • - 
thé .I.I.S.;sharé  of the -Canadian Market fell.frdrir_inOre 

; . than1:5:pereentté-).-leds`thatr-50  percent,  leSS beCaUse.'-. " 
Ofanidecreased reliance'by Canadian,Custbrnets bri . 	, 	, 	„ 	, 	. 	, 	_ 

frbrri 80 Percent Of the. ; 
Canadiarirmatketiri1983.`:tO75 -:PercentihY,'190j 
thariheCaUse Of :a sharp deeline in thet.S..share of": 

; Çariadiari irripOrts'from,byer, 90 fpercent  ,to lés§ tba'ni 

, 	• 	. 
Sirice '1983;labbiir i Procluetiiiity in the aircraftand' 

aircraft parts industry,,inCanada .haS ShoWn steatlY 
up-5g 2péicent Iii*1987,7ersus`giciwth of  . 	, 

	

Per'çent'forithe U.S. indiistty.Hov,1/4'70.7er;‘thiS; 	- 
Arnproyement,marked ontyrà partial return to"the pétf-_ - 

v,(7,orkei outentje,veld, aChieyed'hY,-the Canadiari sectpf__ 
'.Pribr'tO thé 19,8132"'recesSibn.Inia,ct; 4çoi-dirig to, , _ 
StatiStics Canada data for SIC 3211, there has-been' 
virtiially- no Change in  téal -output per- WOrker  in the 

 industry sinee-the,earlY:1960s;'WhereaS real otirPût ' 
pet,worker tripled for the tranSportatibri eqUiprnérit. 
indUstry'  in Canada .  during ;the' saine PeriOd,'Most. 

:oiDeryer§:find . thig disturbing,',since the aerbSriacé 
,.and defence eleètroniçs seétor ha's .''Made significant 
..;,inyestMérfts in maçhiriery and équipment over,-the, 
:flaSt deeade.-' 	 I 
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AEROSPACE AND DEFENCE ELECTRONICS 

• 

Stiengths: itrid 	akiiëàëà - 

•' -the stiecess Of the Canadian aerospade  and  defence 
 electrOnicsiseCtOr thro:ughOut  the 1980s  was:due to its-':. 

design,deVeloP and prodùçe highly  special- 

ized  and  adVancecirteChnology,productS for SeleCted 
-! Market  niches,  to  thé strong buSiness---,government ..s, 

Partriership -that haS deVeloped; and  to  the ,ciperi 
acCeSS:ids,it-iternational markets  for civil aerospaCei.. , 
PrOchicts thathas been aehieyed ihrough :Multilateral 

	

- 	- . 
...tradeagreerrients  In the  defenee eleetrônics  and 	-- 
'Èspace stibséctors, dcSinestie procurement pedieies:have _ 

, ; played an :iraPôrtarit role  n  positioning, Cariadian 
coinPanies..within Market  niches 

' *Stiong .Canadian'perfOrmance diiring:the 1980s-.: ' 
is alsO related dircétly-td the Sector's focus On ciVil,,;; ,  
markets  Lèsà, than 3̀0 percent-.6f- the :Sec output  is 
deliVered tO:defenceelients,:Vèrsysover  60 Pei-cent 

. Iri the 'raid 1960s.',With its deVelopindcivil market : 
'foens, the Canaçlian indüstry:WaS wellipoSitibnedto 
çapitali#e  on the  strong:grbwth'in air traVel 'demand.: 
that occurred: thrcitighOut the 1980s, and in  partiCtilar 
on the detriandfOr new,turboproP'aireraft brOtight on 

' by the deregulation of air travel : in:the U.S;(IDY far- _ 	,  
, the largéSt  market for commercial transport  aircraft). 

iritiinter. of  factors have  constrained the perfot-,:' 
inance-and groWthOf thé sectOr: the :structure Of the 
SedtélF.; difficulties in reel-lilting and Maintaining a - 

labour  force, the  persisterice Of nori-tar-
if  barriers lii internatïonal - defenee Markets; and the 
lim ited Mandates iirider which soi-ne fOreign, 
subsidiaries operate.‘_  . 	 , 

•r 
 'eclitiolLogy 

' 

 

The  Canadian industryinvests about 10 Percent of 
total  sales in.R&D. Although thiS iS high, -relative:to 
rriàs,t other indtistry Sectors; aerospaCe  and  deferide 
elestrônics_is arriorig the niot k(5,1Dr intensiVe 
indtistry sectdrs wOrldWide.' R&D investment  rates
in Canada  are  loW relative-to thoSe attained by the ' 
aeroSpaee and defence ,industries  of the t-.1- 	France
and theU.K:'-The  comparable  rate in the U.8; is  

175  percent  Of salès;:while the OECD  average  is., 	• 
-- 16  percent 4 Data collected in recent stirVeys inçlicate 

that the R&D inVestinent rate. (as :a percentage  of 

Sales) is declining .in Canada. 
r . 

Each yéar IST; in caopération'yeith the AerospadiSs industriés 

-Association   of .Çariada:'(À1AC) surveys  the  .iector 

, 'DesPiterecent cutbackS Many of the fiations-.corri-
Petinewith Canada havelarge-defenderequirerrierits.. 
that generate high leVel5  of  goVerritnent-; :suPPOrte 

With:Mu:eh moreinode5t-defence.pro- .  
, grains`, Canada's Ks,:n eperiditures-tendtObedriveri,' . „ 	, 

by  international civil Tnaiketbpportunities. and  are 
 Often at thedeVelopment end  of the 	specti-Urri ç  ' 

7  Basie,',research .' in 'Canadà .is" led ':-by 'edUcatiOnaV 
institutions and  goverrinientlabiaratories • • -, 

\:11/1-iilethe'R&D fOeus.  on  - prodUct deVelopment 
has b,eeneritical  in  deVelOping,triarty.Of the  niche 	• - 
• ''f' pro ucts or  which,t e Canadian  sector-is' ace airne 
ritaritifacturing and prOcesS R&D  have  been tieglected...- 
This p.attiallY.acCotintSfôr the  failure  of the seetorto 

- substantially increase 'Output per wo*er,during thé, 	• 
last15. Years:,  

-Gttejveilimént, - Sixpport  
A CoOperatiVe relaiiOnship betWeenblisiness and dS).7. ..7 

this 'SectOriparalleling 	' 
relationshiPs:in all COmpetitor nations. Sinee pri-. 

vate.inVestors gerierally'View,inVeStinentà in- • . 
'aeroSPace-asnriattraetiVe-beçapSe of the high.  -risk.and ,. . 
the  lengthy investrrient/returricYcles. iriv'olVed; Most.: ' 
coinp-anieS within  the 	aerospaCe indUstry rely •:. 
on retained earningS  for_ investrrient capital;  supple 

mented by substantial 'covérnmént support of  some s' , 
- ""-:fOrrn. r Wbjle-.f...e. deral and provincial.,governMent sup 

port tOtheseetor  in Canada  is probablrlow'relative.' 
-..'„ 

 
to  assistance  levels .Provided, in  Italy , France, the V.S. 
and the U K,  it,has.nonetheless'iseert-instrUrrientai in  

;prontoting  a  SteadYimprovernent in R&D .caPabilities . 	, 
. and in assiSting the  industry,  tà'rnaintaina high leVel 
of  new prodtict developMent 'activities ,over the past , 
.tWO deeades.  

' 
 

In the  late 1970s,  the Canadian,governrrierit's_' - - 
the..seetoriextencled:td, a temporary:  „. _ 	 , 	. 	. 	„ . 

ownership role' Of both Canadair 'and de Haviliand'': . 
I3OthottheSe'‘firtris were priyatizect in the eàthr;1980s‘.,:', . 	 „ 	. 
Whileindtistry privatization haS also-Oceurred 

' recentlY'in,theue: and 'Germany , . goyerritnents in-
key ecimpetitor nations  such  as France  

•inaintaini an:eqUity .  position in:their aero'spaCe.and 	• 
:defenceelectroriic5.Seetbis. -  
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AEROSPACE AND DEFENCE ELECTRONIC'' 

, 	 ' 	 . 	 , 	• , 	, 	, 
ISTC dire« support, prOVided thrOugh -the Defence 

Inçlustry r PtoçlüctiVity,Prograin (DIPP), aecourited for 
approxiMately 16 percent Of thé $1.3 billion spent, 

: on  new inVestments by the  séCtot in 1990,. andfor-, 
20  percent of  R&i) inVestinent The -D 	asi'iStS 
Canada% aérosnace and:defence-related  industries  to 
become' internationally Conapetitive. The,Defence 
Industry Research -Program (DIRP), àpératedsby,the- -• 
Department  of National  Defenée, als-OpiovidéS direct, 

' assistance  to firmS to itriProve the,research,an'd,tech-,_ , 
.nological caPabilitiesrOf the,Canadian defence indus
try. Firms' ha-vé'aW) respOnded, investing heavihr2in 
prOduet  research and  new  production  equipinent , 	, 
and facilities Typically, 60,to 70  percent  of total . 
industry inveStrnent - eaCh'year is;direeted td R&D 
activities,5 , tô 15.Pércent-fôr new  plants,  and .20,to 
30 pet-Cent for maChiriery . and equipment. 

, 
• eûternentS for nUtturing growth in. the'aerospaCe and: 
' dèferice electronics seCtdr. MU-eh of thé developrriént' 

of Canada s Capability in ait traffie;Coritrol'andsatel 
rlite:s'ysterris has : tesultéd frOm 2 initial . contraCts to''süp;- 
ply -products and serVice s. to,. the Canadian 
,(governinent) Market, which Subsequently led to 

There are several:examPles"Where,the SectorhaS:- 
been  developed and strengtheriàt thrcingh govern;-, 
mént proeurémerit policies;, these ,incliide Spar:  

:restricts ribn-tariff bairiers'on:trade'of most CiVil 
, aircraft-  ProdtictS atnong" signatory nations: 

TO a lesser extent, barriers,to trade 'indefente 
iproductshae .been relaxed: through'4)ec ial bilateral 
arrangements"; inost.notably the- Canada-U.S. 

:DéfencePtoduction Sharing,Arrangeirient (pFsA). 
Hdwevet,,thete are still,many non=,tatiff,barrierS  and 

 -protectionist meaSu'res,that:inhibit'Canadian,firins 
from exPloiting defence market opportunities ,in the 

,U.S.'and elsewhere. 
DéSpite 'att reiriPtS,Withiti the GATT  Civil  Aitcraft-

- Code ro.C6riSttairi such,PraCtiCeS; offset tequireirierits 
,(which becarne prevalent indeferice Markets during' , 
the 1970s arid-early'  1980s) have  begun, to appear in 
ivil aerospaCemarkets..Most:majot  commercial  - - 

- transport aireraft PUrehases outside llorth Àmerica 
are  Made bY national airlines that are either owned Or 

Thé Canadian .goVernment haS also tised inajiar  pro 	 governments  In  sOrne, 
n`evvly indüstriaiiied Countries i-andkVeir in,soine , 
aitopéan countries, solircirig'deciSionS for gOVerti- 

, 
 

ment  and quasi-;government acquisitions  of 	air-, 
, frameS and  propulsion  syStems  are  influenced  by 

industtial benefits and offset_considerationS.1\lot ,onlyi:, 
has'this'led tda SrriairProportiOn of each. airfrairie, 
Or engine being'inanufactUrecl  in  it  nominal  Count 

originit,has also ineant.fewer(oPportunities , fôr 
Canadian fitrristO beCOme or torerrrairi suppliers to ; 
qoreign aitéraft-  or engine programs. 

• „ '" 	 . 

•AerosPace, Raytheon; MaeDonakt DettWiler,;13riSto. 
 AerOspaCe, Prior  Data Sciences and Piton  Canada

It'should be nôted,-howeVer, that - the Majoritiof 
procutement- -Projects  have  been for deferice require- ' 
ments'.. With  the :Worldwide shrinkage in deferiee: , 
budgets, there' is  the question Of=whether the  use of 

: ptoenreinent leyetage will continue  :63 be "effective  
for the„aerOsPaeeand,ilefenée eleCtronieSseetcir. 

3 
Sin'oe the domestic market for aerospace and  defence 
electronics goods and services.  is  not  large enoùgh to - 	, 
suStain the Canadian sector, access to rnternational.; 

, Markets is critical toitsi,long-tertir ViabilitY.;fôr  civil  

been facilitated by trade ,agréernents. and Othei 
'era,1 trade arrangeMents.. For  instance, inost Of the 
Canadian sector's produCts,,(except defence eleetrOn- 
ies).  arè'traded in an esseritiallY"tatiff-free Market „ „ 	_ 	•,- 

	

' environinent establiShéd'ündei,the 	Aireraft» • "  

'Indüstry Strueture ,  
FeW firinS in the Canadian seetor are large enough 
to partieipàte inpartnérships,With fôteign firms; and  
not-aU of these haVe-yet entered into suCh'arrange, 
ments.',.Dnring the 1980s, the trend tolïvard strategiC _ 

;Partnering 'anaông the,world aerospace Cornpanties 
the rrièrgérsandcônSOlidations that oceurred  in _ 	, 	 . 	. 	 , 

the  Europeandefençe MduitrWerereactiorià to the , 	, 	„ 	, 	, 
increaingly high-co§t-and riSkof aeroSPaCeand 
defence prOdtict:deVelopment prograrris.? Althbugh 
partnerships tend to'redtice compètition,:they also 

rnitigate,thé risk and Cost of product develoPment, , 	, 	, 	, 
' pr,OYideSorrieltàffér.àgairis't ei - Oharige rate iluct'ua;', — - 

thti'lead -increàsed iiiarket share.. 
A-friore recent developtterdhas heed, the  • 

f 	d t" 	 k 
sharing 

'i'eqùire....en_ or second 	suppiers to enter ris 

aarrangements   With priirieS - at'ari early stage; 
, ,Sorrietirriés,prior to -the_l'C5ziD'deyeloprr,ient pliaSé of 

aerbspaCeproducts in particular, improvéd-access , haS- 	tionS; and usuallY,imProve aCCess toriew matkets'.and` ' 

Code Of the GATT. This Code elitriirrateStariffS- and . -  {-,ari aircraft project. If, becauSe  of  their sizeinallf 

.• 	 , 	 • 	 ••. 	 •; 	 , 
INDUSTRIAL CQMPE,T,FtIVENESSI'-,A,S4C1'0,11At, Pp=t.,SPE-OIVEL,r, 



AEROSPACE AND DEFENCE ELECTRONICS 

Vs" 

Canadian sùpplierseannOt.:taiSe,the neeesSaiyeaPital-,= -,. 
theY.:Maybe unable to-',IarticiPat'e'in  attractive  , 

:rieW 
— conseqùences. 	 • „ 	„ 	7 

L)nlikelits major-foreign 'corriPétitors i  the:Cariactian,-, ' 
•, seetor.érnérgedfrôlnhé .1.950.5 withionly;  limited  ver 

s,•_;'ticat:iritegration:'While sorne'seConct;tier firnas. have 
eVolved fronutheir'reliarice:onPrograiris of.'either-L 
Cariadian,prinies Or  of  the ,DépartMent of National 

 ,-Defènee:intO fully competitive  international , 
-_-,suppliers -iother_seCond,:tier:iirras; and moSt third-tier 

'companies are_.haridicapPeçUby.:,,their 
. - '.'co.tripanies-,generally lack the,abilityto,pènetrate 
.‘ export  markets and  rapidlY: .adopt new. Marinfacturing' ; 

.andproceSs;teehnoldgieS.'ThiS handicap, -together. 
With thelack,o(propriétary 
tericls'.to render.some of these,coniganieS-Viilnerable2-,f,..'; 
tb;correetitiori,frorn the 16W-çost, neWly, 

. ,ized ConrittieS..-Sin'aller;CoMpanieS that.dà ridt fall 
;into this category.. typically haVe`,highly; spee fat ized, 

knowledge  intensive  -skiffs: 

- 	 — 

- A vailability  of  skilled  production labour  and 
experiériceçltechriellogists brid efigirileers, is à continu  
ing Co'ric`prn.e,f-  the  Canidian indnStryAn the pas*
first and'SèCondktier fir -niS:Were able to.attract experi' 
enced,technical 'Staff from-aim:1Se. and; SPedificallY, , . 	•' • 
rhe"1.1K Most of  technical, staff are aPproaCh 

ing retirerrient, so replacements must  be,found.1-he 
,CdntirivaLintrôdnctione'the lateSt Manufacturing • 

; - ,technologies--also'Places . new: deniands  on production 

 'Workets.',ornpanieS friust- introduCe.progranaS  for  
• steadY , UPgrading Of Work fOreeSkillS: • 	. - 

' ,TO.Sornè .eXtent, the industry, lacks:the ..infrastrue.:.,-..;:,: 
ture tO train new.1Y . gradtiated‘teehniciariS and  engi1 

;n'eer-S,to replace  
In Quebee,"thç.:. iàciji'àtbi ià -Work.ing'with:.univerSities; 
and .edneationaLinStitutionS to es tablish'enniculaend 
training  prégranis. -iii:the:Montreaf area thatiaddresS 
industryneedS.-Sunilar initiatives on,anatibnal scale 
and in  other  provinces 'haVe not been . ,aS friaitfUl, 

.. although. there are-isolated;eXan-itjles;-sneh  as  
:Cànàdiki  Marconi in Cornwall, Ontario  and, 	• 

;,.-Meriaseo - in  Oakville,- Ontario, Where individual.COM-
paiiieshaVe .jOinècl With•focal eduCationat'inStittitidnS . 
to establishSucceSsfill programs  

' - 
, „ _ 
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utkkr  the ï 9.9 0.k.7: 

y'FfRe woild,ifiâi-ket-outkok- fte the ,àefôspâçé hhci : 
defence eleetrônies''seCtoeis positiVe ï desPite the 
antiCifiated inodèratiOn -in défenee'speriding hyS.many 

r_countries._ Due,to increased dernand  for air  traeI, 
strOnglong,term grOwth_is pre: dieted  for civil 

 aerospaee' Markets, partiCularlr for large civil trari-, - - 
_Sport aireraft. ,This,bodes Well'for  the  significarit por-: 

. -,tiOn Of the,Canadiari Sector that is donCentrated  in 

the civil market _ 
Markets for  spàcé SYStems' are also ex-  pectedtb 

-:iriaintain_healthy gioWth rates:over at least the iiekt- - 
,deeade:1-loWeVerthè Canadian defence eleCtroniese - 

7: sul;sé. C:t‘là.. ;'•Will,probablY ex`Perieriee the-greatest :  
pressnres&r,thepoSt-199-1 years ,,  and  will  have to 

-7,Struggle tO maintain current sales levelS'. 
, 

 

The  Edo- ad CuStôniet base Markets and product-' 
,mix  of  ,the 'Sector:Shbuld rainlinize thé  impact  Of 	' 
"-Short-terrri market' 'doWnturns.' ,floWever; the 	 ' 

Catadiati, àector swil.1=haè tà react to -à nurriber  of 

trends affecting the ,international aérOsPaCe and - 
'defence eleCtioriics Sector- if it is to cOntinue - gi- vv,iiig 

1990sthroughout  the 	 :. 	; 

INDUSTRIAL COMPETITIVENESS• A SECTORAL PERSPECTIVE , 	. 	 . 	. 	. 	, 	. 	 . 



Fciréign: gOVetnmeritàTwill Continie.  Playing'a major.  ; 
- role. For insiarice, 1.1.S:,defence - firmS are likelY 
'  continue  receit.ling -full assistance for their R&D 

,efforts,,and`shonld be'able tO establish a.teehnolOgy ;-: , 
based corriperitiVe advantage. 	;s 	- , 

The indristry,has been eXarninine,its côtnpetitive, 
,ness. Retently, irichistrY leaders in  Canada expressed 
concerns  about  their abilitV:,té compete in the 1990s . 
Govérnirients shoad COoperaté with:the sector-to 

- develop à cOmmôn underStanding of the issues affeet, 
'ing‘cOrnpetiiiVenes. Àrnong,serVices that goVerm , 

, merits can offer are data  collection,  benehmarking, . 
and other imprOyed analytical and  comparative _ 	, 
teehniques;  

- 	, 
A Sectôral Agenda for International  

	

, Y.-.Conripetitiveiless "• 	, 

,•Globally,,gôvernments' support fOr'aér6spaCe and 
d.efence industries is forecaSt:tO'coritintie at . ctirreni , 	, 	 - 	, 

• levels, since most industrialized:and neWly',industrial- 
izecr Countries treat aerOSpaCe as an instrument of ,- 	• 

' - government policy:;,  
The  ,Memorandum of Understanding between  the 

 Aerospace,Industries Association of Canada  (-ÀIAC) 
and  IStd and their Wôrk Plan:can be 'effective ' 

, :vehicles  for thé strategic  planning  ofjoint industry 
government  actions for  improving  the-competitive-
hess - of the sector.  

Industry 	Cdoperation shOuld continue 
Within  the  > frameWork ,  Of Mernàranda of Understanding 

-. with`major companies that set out principles to ; facili; 
tate  long range business  planning and foster  long range  
fociiseçl R&D by the industry, 	 , 	• ' 

, Canadia n  industry  and the  federal gOVernitient 
must  continue'Wodcing together-,tO ensure that gô'V-,‘ , 

.:,ernment  assistance  'remains adequate'fOr Changing,: 
iritérnatiorial Circumstances. 	- 

IN,DiJSTRiAL COMPTiTP,ÏÉNESS: ,A SEC;i0RAÉ'PÊRSPEIdTIVE , 

AEROSPACE AND DEFENCE ELECTRONICS 

5 

: 

Globalization  and consolidation 'of the interna-
tional sector are continuing iniseVeralrareas. Defence 

' electronics firn-is in Europe have:,already undertaken 
major Consolidations, and their stronger Marketing 

,preSénée in eXport4riarkets is increasingly evident:: 
'One'area of Particular côneetnifor Canada is 	, 
commuter  and'regiorial  transport  aircraft:, where over-
capacity,exists  and  Where there' are too naany partici- : 
pantS to support profitable,operationS.COnsolidation 
is eXpected in .this area,.with irripOrtant.imPlications 
for the Canadian incltiStry. 

'Defenée b.udgets in  NATO  Countrie&are,eXpected - , 	, 
:to decline throtigh,out the 190s. Foreign  defence-
- based Companies cari be eXpected rto foCus aggres 

- sively;On civil Markets, includirlethose niches held 
by thé Canadian s,ector.',As'well, the'côrripetitiOn for 

 the(rediked arrionnt of ,clefence coritracting will'be 
more  intense, and could involve increased 
protectionism in . the . U.S.;, where ;  the production 

' infrastructure has been olierbuilt. The'reSult'will be „ 
'increased ,  cOnapetitiori and:likely a Weakening  of 

 'Canada% defenée-tcnStomer base. In the end,  it  Will 
• ProveMote difficiilt for Canadian deferiée firms: to.. - 
, maintàin sales and to finance • • „  

Prime manufacturers are,eXpected to-  :further reduce _ — 
their  supplier  rietworks,'Using,:far fewer suppliers,bur , 	, 
aWarding leng,tertri prôcuremerit agreementsthat 
recjuire risk.:'sharirig (e.g., up-front'eaPital) from 
SecOnd-tieistipffliers>. Small and leSS-COMpetitive ' 
suppliers will suffer. , T 	,  

Because Of the enormous costs involVed, virtually 
all Major riew,prograrris will be Undertakerr by inter,- 

• national consortia. Canadian companieS may bé : - 
,excluded frornthese opPoittinities if they`-arennable • 
to  b

„ , 
ring 'adequaté . money  and markets to the  table

Thiswilloéri the door for reeent  entrants  to,'the,! 
international Sectot,sucb as Japan and 'Korea (Japan's 
signifiCardshare of theneW Boeing 777 aircraft 

improVe produCtiVitY, partly through'increased R&D 
in Manufacturing technology in prodUct areas snéh 
as  cdirimercial,airerafti Where a-degree of standardiza2-: ,  

, tiorr ékists. Management practices,will have to-be 
re -orierged. Labour management relations  

•' 'challenged to,adant•so as to eStablisli the Shopfloor-
level flekibility that encourages irriplernentation Of 
neW techniques and practiCe's.,, 	; 

, 	 • 	 . 	 . 

possibility -of new entrants to the -defence industrV 
.beCaUse'of strategie çoncerris.of,theli ..a and other 
Major Customer,prodneer  nations  

As the Seetor matures, cdst,ebrripetit'iveriess:will 
be an increasingly  important  success factor..Thei ." • 
increased etriphasis On price' and total  quality Will 7" 

Certain foreign  sources  ririo's re COMpetitiVe. 
,Thè.Canadian seetor iAiill,have to continuously  

gram, is agood example of this trend). There is less 

, 



ProduCtivity  
dariàdiah aerospace firrns>rïeed ,to deVelop a,better , 
.understanding of.neW  techniques of measuring and 
cornparing'PràductiVity. They  must develoP -a'clearer .' 
vieW, on 'c6rnpetitiverresà gapS proCess  technologies _ 	 , 

-.and:produCtivity through such  techniques  as  
benchmarking  

The Canadian,gOvernment Can aSSist by working' 
with AIA.0 and iridüstry stibgroupsto- colleCt and 

!iilisser,ninate sector  comparative  and  compilation ; 
analyses,‘` 

- : MantifaCtiiring,costs are becôtrungincreasingly : - 
" important to Cariaçla'S ability toeompete  as the inter-
national-seCtor Matures. Whereas foteignindristry 
and.  goverritnents- have :placed increasederriphaSi 	. 

'.`..OnirriprOVed 'Manufacturingl -teChnolOgy, Canadian- , 
industrvhas :focused: its RS,z.b eXpenditUres2bn'prO-
&letdeVelôninent. ,,: - - 

Industry  and 
 . . 
goVerrirrieri' t sliduldtéView whether 

mantifactûring proCess teehnologies intended to 
, imprbye.Prciductivity 'should he giveh higher priority 

in  allocating Reefunds,and:inCentiVe  instruments  
- thefederal and/or proVinCial levels,Can he used to-
- assist this process.- 	- 	 - 	• 

Structùré  
Government and  industry  must  Work_togetliér tà 
anticipate and:capitalize on industry restrùcturing  in 
the  face  of riew market and  production  realities 

• WorldWide,, industry:and governments ,Will become „ 	_ 
erigaged'in  a  rationalizatiOn of  the  industry -that  will  _ 
f• orce à Canadian resPorise. Government decisions. 
and actions Will playanÂmpôttant role in deterinin- - 
.ingthe Position of- Canadian incliiStry 'in this neW 
wOrld Order. 

7 

The :eXpOrt successeS Of firSt-t ier firnaS Can he 'use - d 
to strengthen  second  and_third-tier. suPpliers in 

— Canada;ProVided that  first-tier firms :uridertalçe,sùh:: 
stantiVe supplier develOpmerit'initiatives  in  ordet to 
build,strorigerlinIcages betWeen  the  tiers, and 
mlie the  flow of technOlogy and  management  know 

• - 	; 
hcilk down to lower tierS. - 	' 	 • 

- Market  ACCéss,,' 
_ 

As the  leyel , Of Competition for new  business  height- 
- 'ens; thé Canadian aerOspate and defericeseettir -inùst''. 1 

 become màre_aggressiVe  in  Seeking out  ne w sales  
- opPortiinitieS in non-traditional markets._ 	, 

The  Sector's Continued sucCeSS and groWth 'depends' 
orrrnaintainirig'frée .-access-to  markets  worldwide,' The 

 AIAC,  in collaboration  with the,:federal gci'vernm,ent,' 

AEROSPACE AND DEFENCE ELECTRONICS 

Sà.ichas theDIPP., 
I ;Foreign 'cOrnpanies,vbften Supported b.Y goverri;: 

are initiating prOgrarris suCh'às Total Qtrality 
- Management  at a faster paCe than Canadian - industry. 
The  Canadiari,gOvernmenti in collaboration  With 

. ,AIAC,récently undertobk:a'surveyto establish the 
degree of ayvateness and Usage of Total Quality 	- • 
Management within the, seCtor. This initiative  shonld 
ProCeed td its- next  phase,  WhiCh'-isto.encobiage , 
adoption of Tôtal,(>ialitY,Managernent iriore`Widely -  ' 
throughàüt the sector. Labour  ancltrianagement muSt --  

.; ,ré ;examine their hiStOriçal relationship, and 'establish 
, :a mutualli-benèficial-partnership thatwill :facilitate 

rather than hinder thé adoption  of new prodrietivity-: 
 . enhancing proceSsés and teChniques. 

Skilled Labour  Avru1anhty, 
- The 'industry shotild champion the extension of the. 

broad, cooperatiVé model_(deVelOped with industry,i 
- proVincial'goVèrnrnents -andeducatiànàl  institutions ) ,  
, Which haS proven suceesSful:in_Quebee;,to'other' , 	, 	, 	, 	 . , 

provinces  with significant.aerosPaceindustries, : 
dolid 'first step will:be undertaking-a-hurnan, 

resonrce assesenent study forthe.sector to provide''' 
the  basis fordevelôping,a human resoriree strategy: 
Industry conld wOrk.With the.neWly establiShed  

• -:-Labàûr ForceDevelopment Board tO identify future 
training requirements'for the sectOr. 	- 

- 	Finns in the'sector Will have to increasetheir 
' inveStment  in  welik  force training  to international 

standards.  

R&D; Irinoirittion.:,and 'Product Dévèlopiiiént 

Shôrt-term goals and inv.eStment, -strategies - are 
antithetical tO the -,long,..terin planning and 
investrnents thàt are needed to be-suecesSfürin  the  

-:year 2000  and  beyond.InduStry  must  lengthen  its  
. planning horizon in  orrler to stiinulate.thetrecessary... 

-Investments. 
Canada's Second-tier finns intiSt take' the initiative  

• in strengthening their R&D capabihiy, thereby,: 
enablingeffective - supplier'élèvelopinent and -bidaden; >, 

, 'ing thé range of propriétaryproducts Supplied-frotn, 
Canada 

The DIPP at ISTC and the pigp at DND,  as  well 
as coniplerrientary  support  from other instruments at- 

'-- INDUSTRIAL 'COMPETITIVENESS: -  À 'SECTIJRAL PERSPECTIVE - 	- 	 , 	- 



AEROSPACE AND DEFENCE ELECTRONICS 

shOnld establiSh ainechanisin to  monitor thé interna- : 
 tional:Market.'The government, as  necessary  and 

 through,apPripPriate rneans,:shoUld  challenge foreign 
governments if inacceptable entry/ harriel's tO fOreign- 

' Markets arise: 	 . 

Cariada,shbUld  support  inultilateral efforts- to 
impose  tiniversaUdisciplines on subsidies:in the 
aerosPace and defence sector,'inclùding sales fitiane-
ing. Without:these  international agreements, the 

 competitive position of major Canadian cbinpanies 
may be Seriousty.compromised. 	- 

The industry, needs'tà recognize globalization. as a-
faCtOr, and:expand its collabdrative  arrangements  

2'with"foreign_COmpanies to iinprove market entry., ,t  , 	 , 
Govenunents can facilitate-industry's efforts by "arritiC:` , 
ipaang  the  sectôr'S need ro share manufactüring  ben , 
efits"With. fdreigh„corripanies 'so aS, tb gainimarket ,-• 
Shate'ld their çountfie. 	 " 

- 	,Éxport control,PolicY.  affects thé expOrt p,citential of 
the  SeCtdi`inlyath_defence ard  civil markets In  lighr 
of recent Changes_ in East-West relations, , the fedeial 
governnient shnuld continue, coOperating with its 

 NATO  partners and -Japan in the'révieW  of  COCOM 
(Coorclinating Committee ,for Mtiltilateral Fxporr 
ContrOls) PécliCY and criteria, in light . of recent 	„ 
changes in East West  relationS. 	 ; 

6 r ,IINOOSTRIAL ÇOMPETITIVENESS: ,A SECTORAL PERSPECTIVE 
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AUTOMOTIVE INDUSTRY 

THERE  ARE  THREE  MAJOR WORLD MARKET AND PRODUCTION AREAS FOR 
automotive products: North America, Europe and Pacific Rim countries. Projections 

of vehicle sales during the 1990s indicate vehicle demand in most developed countries 

is approaching saturation and future sales will come from the replacement of existing 

vehicles rather than expansion of the market. Competition in such an environment will 

be fierce. The skirmishes waged over market share during the past decade appear to 

have been but a prelude to battles that will be fought in the next decade. Canadian 

automotive companies, as integral members of the North American industry, will not 

escape the fray and must be competitive to survive. The following sections trace the 

recent history of the Canadian industry, explain the major factors directing its perform-

ance and set out an agenda for consultation by business, labour and government to 

ensure the continued success of the Canadian automotive industry. 

Structure 

The two major industry subsectors that constitute the 
Canadian automotive industry are vehicle assembly 
and automotive components. Each subsector 
comprises distinct areas: in vehicle assembly, there 
are light vehicles (passenger cars and light trucks), 

heavy-duty trucks and specialty vehicles; and in auto-

motive components the more important areas are 
makers of engines, automotive stampings, tires and 
tubes, plastic parts and fabric accessories. Other sub-
sectors include steering and suspension assemblies, 
transmissions, wheels and brakes, and aftermarket 
parts and accessories (Cha rt 1). 

Although the vehicle assembly subsector is the 
larger in terms of the value of its shipments, the 

automotive components subsector employs almost  

60 percent (99 000 people) of the total number of 
workers and .its contribution to value added is also 
almost 60 percent of the total. Of the 75 000 people 
employed in vehicle assembly, the majority (70 per-
cent) is engaged in the production of light vehicles. 

Plants in the automotive industry throughout 
Canada and the U.S. are rationalized to minimize 
duplication of production processes and to increase 

value added by coordinating outputs. This harmoniza-
tion was initiated by the Canada—U.S. Automotive 
Products Trade Agreement (Auto Pact) and is contin-
ued under the FTA. North American automotive 
production in both components and assembly is 
geared almost entirely toward the Canadian and 
American markets, with limited exports to other 
countries. While most U.S. production is 
domestically consumed, more than 80 percent of 

CHART 1 
MAJOR SECTORS BY VALUE OF SHIPMENTS, 
1990 

Assembly 
$29.8 Billion 

Engines 

Other Components 

Source: ISTC. 
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AUTOMOTIVE INDUSTRY 

Canadian  production  is eXplarted to.the  U S  ,BxpOrts _ 
' to third countries arribiint to $100  million,  mainly  in 

parts, but aceOunt'for"Only 2 percent  of total  
Canaçlian autornotiveèxp-Orts. 

Canadian'assenely is dorninated '12Y lightvehiclé , ... 
assembly (passenger cars andlight:truCks), ;  with 
almost'2 milhion units produee  in 1990,'.coinpared 
with,Only 23 000 heavy.duty' trucks and 'apProxi-,  - 
natelY 5 2 000 specialty Vehieles -.,In 

asSernbly, produCtion'is diYided; With . '60 percent in 
passenger  cars  and 40 Percent in light trticks.. Because 
of the oyénkhelming'siie of the U,S. portion of the 
North American marketprnduct,rationalization, 
Means:that 'oYer 85 percent of Canadian‘asseinbly , 	_ 
output  is exported to thé U.S.. Canadian :production 
is therefore almost totally dependent on  U S Market , 
Conditions'!" 	 - 

The asSernbly seCtor is ttitally foreign-Ownéd.„The . 
most important prOduCer's rernain.the 0.S.'-based 
compantes knoWn'as  the Big  Three .(General • 
Mptàrsi Ford and Chrysler). Puring 0-é:paWc4Ç' 
Canadian plantS receiVed a .  high level Of inVeSttrient 
frorn the Big Three and all  plants inCanada(With. 
thé exception  Of tWosnialt faCilities) either  have  been 

, or are in thé,pro çss of being fully Modernized. Three 
- Of these plants have been instrueted by their Parent ." 

„ 
, 	• 	 • 

companie's to produce new Prociticts ;  and'all  are  técli 
nolOgiCally cOmPetitive  on awbrld,,sCale-. EldweVer, - 

:despite this inyestinerit; it Canndt be asstirriècl that all 
assembly Plants are safé. While  the  Canadian opera- - 

 tions of the  Big  Three 	heen able to largely 
escape aTié, clostirreS :that  the  Àméri,cart plants faced:  
in dl.ç Past deeade, çontinuing over-Capacity in the 
iriduStry'cotild lead  ro  further closure's, and Canadian , 	, 
plants may not,be,able to teltally  escape the  
Sizing. 	' 

More reeently,' the  structure of thé North „ 	„ 	- 	, 	, 	 , 
Ainerican indüStry_Changed With  the  entry of Asiari •. 
antornakers: Alrriost all Japanese anfornakers now 
have  assembly  plants in the 	Toyota, Honda, 
Stiziiki (Japan) and Hyundai' (141)111)4c' of -Kdrea. )-: I 
haVeasSembly  plants in Canada Canada  reCeivéd' 
alrriOst $2'hillion  in  Aslan-inYésiment : in the rate 
1980s  tO establish thesefOur: neW asseMblY 
Whichrepresents 20 percent of the total Asian invest:, 
Men' t in  vehicle 'assembly in--North Arnerica.'While 
the capacities bf•threeof these facilitieS are sinall: 1. 

production. 	 - 
Asin vehicle aSSembly, Canadian autoni6tive ,  . 	, 	• 	. 

cOmPonerit productioniS ratibnalized On a North s, 
ArriéricanbasiS, with eicpOrti Oriented.tol,yard  the 

byer'80",,percent of cornponent shipments are 
direeted:to  the 	Three:There are over.600  major  

r-t6inporient establishrrientsin,Capada; COmpared to ; , 	„ 	• 	: 	 , 	" 	. 
More than 4'000',in the P.S.' Both,the'aSserribly and 
comPcinents sectors areprincipallY:loCated  in Ontario  ,- 
anclifeheç. There arei'however i  Several automotive 
firnas Iodated lin other 'parts of the  country.Poiexam- 
Ple, the majdrity of thé heavy duty trucks produced in 
'Canada Come &cirri British Columbia, The Prairies are 
hOrtie tdrinany of the specialtr;VehieleMani_dacturers, 
and CanadWs largest tire procincer is in Nova  Scotia'. 

OVer50:Percent -of the value  of Çanadianbrodue-
tion is,,from  a  relatively-sinall number Of captive, pro; 
duçers; that ià,,SeVerallarge.engine; transmission  and ' 

	

„ 	, 
, trini Plants  are  Owned KY and are vertically integrated• -- 

"J .,. into  the productionthe Big Three."Canadian-
owned firmS aceciant fOr, aPProxiMatelY 20  percent of ,  

total Canadian shiPirientS ;  While foreign.ciwned' ' 
Multinational enterprises,-- prirriarily American owned,' 
accourit" for the remairiing 3,0 Peréérit. It-Ivestpa,mt,b y, 
jp.- pàfieé çç-_)mpôrié'nt'rriaritifactù'rerS fi,às he.en,:direCted? 
MOstlY toiv-ar' dthe 	rriihire iiweàtinent  in  
Canada to  date ;  

Pèrfo' 1'mi:thee 

' BetWeen4980 (à relatively. lo 'W year) and 1989 (a 
productive year), the value'Ofshipments:in, the 
.Canadian assernbly sector greW 1,3y alinost 120 percent ' _ 	_ 
(in terms ofeonstarit 4281.. dollars),  wbilé  the  nurnber 
of  units produCed increased by:50  percent  frorn.1.3 - 

to.2inilhon units. U.S.-ship-  rrierits during th,ts period , 
iricreaSed by only 70 percent in:terrriS,of  value and , 

, 40  percent in terrhWofvOlurné'.' Ovérall,  the  Cahadiari 
share.of North Àrnericah ..7ehicle production during 

- the decaciegreW7froni 14 to 15 percent. 

relatiVe to the, new Asian World-clasS • plarits in the  
PS., Canadian plants are technologiCallyadyanced 
and  a.' the lean-  niiirilitfacti.tring,apProach ariPears to'„' 
Make thenïcorripetitiVe TheseneW transplant  , 
facilitiei:inCanada :and'the U.S. are nco'n, resPonsiblé 

_ for oyer  1 5  percent  of North American.H vehiCle 
" 
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•.7 A niàjàr Cause of_this groWth in the Canadian 
lasseinbly induStry_was an increase  in  vehicle demand 
in North AmenCa-Retail - sales Of-motor Vehieles in 

the - U.S. inereaSedby„» percent from an_annual, level 
rof  aPpro-Xiniately  11 million  units -in1980 to a leVel „ 
in  eiccèsS of 15 million bY the end,ofthe decade; In 

sCanada,  there- Was a 50 percent'iricrease In the num.-,  
ber  of  vehicle§ sold, with retail  sales  in 1989 -  , 

,< aPproachin-g 1.5 million,Vehjcles. 	, 	• 
Substantial gains in-both Productivity and Cost effi.', , 	_ 	, 

ciency also conttibtited, to the-growth in Canadian 
asseinbly: In term- Sôf labOur PiOdtietiVity;: the 'gains', ;. 
`made-fri the 1980s'have been cdrisiStêntly 1mPressive.:' 
There .was a 20 percent  increase in-the average 	. . „ 

•-'ber Of.Vehieles -produCed by," 'each -asserriblY, 'Woiker; in , 	- , . 	• 	. 	• 	• 	<„, 	, 
- 1980; OutPut was:'aVeraging 4.0 Vehicles per wdiker, • : 

•  but  bV 1988 -this had risen•tO 48 Vehicles:, -À recerit. 
,-- 'study  of  the North  AM& icans.indus stry 1,-  Concludes',  that 
the  most produCtiVe‘plant:On the -Continent:is" , indated-' : 

 , in Canada' andthat.tWo  of the 	'fiVe.are..16cated.in 
this Countii:,B4ually-  significant has  -been - the iricreaSe 

:' ' '''•,•:.,.,:•fin:'àfue'acklecl. ›.1n42,annfaettiring'valne add: ed  per pro  
- duCtion-wOrkét in 19$8.Was 2,5-tiines greater than`jt:  

• -r• `‘<yaS•in.-19802Inig80, thelvalueaddedPet : production  , 
	. , 	. 
_ 

WOrker was aid-16st $50 000, by 1988' this h-ad': • ' 
• <-,,--increased.to.almnStf$120 000.' 
• 

 
In  terMS Of CostS;-slighty feweiiraproVerdent§ - haVé 

been Made lii-the Canadian asSeiribly 'operations.- The •-, 
- -costs-of radtor vehicle assembly  have  increased at à 

SloWer;rate than :the Valne,df.rrintor'vehiele s.'BetWeen 
1980 and 	the average inateriai'enst Per v.ehiCre':-: 

 increaSed hy, 6-2 percent While the , average Value ,Per 
- vehiCie increaséd'hY'65:Pereerit.:Both inateriaUcOStà.:- 

- 
 

and  w'agé, costs, When expréssed as à Percentage' Of the 
value _ Of shipnients,' have been décreaSing;duringtheis 
past deeade:- Wage costs deereasèdfrotit'aluinsr. -:;'-'› 

.2‘ 7Ipereent  of thè  value of Shiptuents.  
than-6 percent, -  while Material Cdsts, decreased:by.' _ 

-oVer'2  percent ielatiVe to the  value of  -§hiptriepts: 
Corapared vyitfi'Àrrierican-plants", Çanàdian'atitotrin-,• - ,, 
tive assernblY has signifiCarit .cost advantage' becaùse 
it pays -,leSs,bri hotirly Wages to workers (after currency 

- adjustments) and on  fringe benefits, particularly 
,heal,th care Costs:  „ 	 , 

The  Harbciür Roport  A  Dedad6 Later  (James  E. Harb.:iu'r, et al 
focht:ister, MI: Harbour'aildÀspociates,,190):  

; Comp-Cnrièiiità 	 -• ' 

In the-Canadian autoinotive'CoMponents sedtor,,ship;•... -„: 
rrièrità increased bV oVer- 160  percent  (in  constant  

dollars)  betWeen'1981  and 1989  Ai'inual 
•-• growth' ôf. the -banadiari industrY.,-Was.  ahnost 	. •-"- 	. 	- 	, 
-' ;120 percént.:Canadian producerS increaSed their ,  

Share:of North Arnericari-prodùçtinn from-6  percent  
-1,8:1 :.t.6•1 1 Pereentliii.-198.'F'MplOy-ment•-in the 

incluStry increased froin.52 000 in 19.8 1' tn .99000, in 

	

1989. The ntirribet of eStablishmehts - prinCiPally 	• 
- enga,ged-in.manufaçairing,,autoniotiVe Corripnnerità : 

 '-'greW'•frdiri'-i44 , td'630.,':, - - 
.• _ .-s•Perhalps eVen rrinre Significant - Was the,inerease in  

• marketishare-that Canadian producers - Were .able to • 

. • . ,_aehieve: Their•irtàrket shdre.:of all:Parts,used by U.S. 
 Velikle.a§Seinblers (inelüdirig:ÀSiantransPlants)--_:_, 

inereasedfroin .aPprOXitnately, 8 .i;el'ben6'.in 1982 to  , 	-  

percent in  1989. ThiS•occurred despite the folldw- , 
ing two factors  : - 

Light;Vehiele,ProdtiCtion,bythe,Big Three,-,thei; 
•-; _traditional .  Market for Canadian comporierits; . „' . . - 

 deciiried frOtri-98  percent  of.NOrth•A.:meriCan 
•Prnductinn-tO:88''percentalthough growth'intOtal: 
OutptitWas substantial:The CorripOnents: indnstry  in 

 both-countrieS` also had diffictikvi,findirig ontletdfdr- 
PindUCtinn ainongtrarisPlant aSSernblyfaCili- , 	_ 	 , 	• 

ties; Whi-Ch look  PrimarilV tO-their:OffShore net  

	

- , 	. 	_ 	. 	 . 
Works  for  sources of eninpolient§.- 	- 	•' 

• The  Very_ faVourable -_,.e3.(Charige ià.te$oeihè mid 
- , s  1980s, ,when the . Canadian do llar diPped.as' Iow a-S,'• 
; US$0:69, ,conolidated  the gains  made by'the Coin; 

p-ônént:maniifaàtureri -  in  aie ii:S..:rnaf.két1Débveén 
1982 and  

Reeent,"ànecdotal-evidericeaPPears:to,point' 
;toWard'a'deteriorationin•petfnrinance 

_ ,althotigh- it1S not clear arthiS Point- whether.astrue-, 
türal shift .is occurting , or :Whether the hidu-stry is,- 

, 'adfusting td deéreased -bLisiness:opPottunities, - teSulting - 
'-'frbiti the recer'it, roç.essrron., - 	 . 

INDUSTRIAL dnWM:FriTiVENE -SS: A §,ÈC;1'40RIALPEilSèl'E&I'È 
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AUTOMOTIVE INDUSTRY 

Strengths and Weaknesses 

Assembly 
A major factor influencing the assembly industry is 
the growing popularity of Japanese vehicles in the 
North American marketplace. Following the second 
oil-price shock of the late 1970s, Japanese vehicle 
imports peaked at almost 23 percent of the U.S. mar-
ket and 25 percent of the Canadian one by the end of 
1982. Following the introduction of voluntary export 
restraints in both countries, Japanese vehicle produc-
ers refined their ability to produce high-quality vehi-
cles that were in demand by consumers and gradually 
began producing more expensive automobiles in com-
petition with model classes previously dominated by 
the Big Three. Other overseas producers (notably 
Hyundai) moved into the low end of the market 
vacated by Japanese automakers and, for a time, were 

able to command a substantial market share. The 
market share for European vehicles remained con-
stant accounting for 5 percent. The overall result was 
a 10 percent decline over the decade in market share 
for domestically produced cars among the Big Three 
(especially General Motors) in Canada and the U.S. 
to a level of about 64 percent. 

Although imports in North America steadily 
increased, the period from 1981 to 1989 also had cor-
responding increases in the total number of motor 
vehicles produced in North America. Production 
grew at an average annual rate of 4 percent, going 
from 9 260 495 units in 1981, to 12 824 357 units in  

1989. At the end of the decade, much of the growth 

in production was due to the opening of new trans-
plant facilities. However, despite this increase in pro-
duction, a major problem developed in terms of over-

capacity. The Big Three responded by restructuring 
their operations through a combination of closures of 
obsolete plants, plant conversions and product ratio-
nalization in new facilities. However, by the early 
1990s, the amount of excess Big Three capacity in 
North America was still high in light of the predicted 

continued weak growth in demand. In addition, the 
overcapacity of foreign assemblers in their home mar-
ket continued to pressure Asian automakers to 
promote exports to North America. 

The growth of transplant vehicle production in the 
past decade is another factor that has significantly 
shaped the industry. Starting with a plant opening by 
Honda (Ohio, 1983), and followed by more openings 
by Nissan (Tennessee, 1985), NUMMI (California, 
1986), Mazda (Michigan, 1987), Honda Canada 
(Ontario, 1987), Diamond Star (Illinois, 1988), 
Toyota (Kentucky, 1988), Toyota Canada (Ontario, 
1988), Hyundai (Quebec, 1989), Suzuki (Ontario, 
1989) and Isuzu (Indiana, 1989), total transplant pro-
duction increased dramatically during the period, 
ending 1989 with a North American production vol-
ume of 1 131 675 units. As a result, the relative share 
of production by the transplant producers leaped to 
14 percent of the total North American market 
(Chart 2). 

a 

CHART 2 
RELATIVE SHARE OF PASSENGER CAR PRODUCTION, 
BIG THREE  vs.  TRANSPLANTS 

Source: ISTC 
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programs  in 1996, could .inereaSe- the .'cOst Of ̀ prodne 
Canadian'," 

MFN 'tariffS'Odparts are  higher than -the éOrreSpbrid-- ' . • - 	- 	 " 	. 
0.5:,:tariffs...HOWeYeri the .mpltilateraltrade nego • 

tiatioris 'étirteritlytakingplaée - -iinder:theauSpiceS -Of 
thé GATT are,expeeted --:to result i'fil\e/q• tariff 
-ciiài-,Ige, -..td-à-rfïeii .ota,eë : 1--1,i : i.ft:ià.àori, 

AUTOMOTIVE INDUSTRY 
	

Thé shift; in, production ha's ridt; hOWevet,- , 	. 
signifiearithrf-redneed yehiCle'iMpOrts -from'japari. In 
1989 for instance, 29 percent  Of the t).SPassenvger 

1. bar market waS served'IWOverSeas, imports, --witW 
211'.'peréeriedirning,.from Japan Clearly,  a major  struc 
tutal'shiff,has'•oecnrrediWithJapariese vehiele  manu -

.. 'faCtiirers tàkihà:a.",30 - Perèent Market :  share , thioiSgh 

cOnàbined imports and•NôrtWAineriçari.prOduction. 
' These, trends are .not-aS' eleat in the  ,Itght;truek 	• • 
,Market, although the Japariese aütômakers .again 
have  been.the dorinnantnriportets.'• , 
•- COntrollingthis:Ccimpetitive  milieu  is  the âuté., 

motive trade'POlieies,of:Canada,,and‘the.:V.S.::,„„: 
• -' .GoVeriiinent. POlieY;:esPeefally, fracie'Polielesk,''has- ,an'* 

, important and signifieaht;impatt ;,On  the  industry 
•-•;.'''Flistorieally",‘.the Major trade .politY, instrument  was  

the r -Autd,Pacts, whieh WaS niaPlerrierited  in 1965 • -.• 
„Uriiletits terrns';  vehieles areparts enter Canada 

 clntYlfree-frôm eonrittieS,-havirieleist FaVonted;-:,;:•• 	. 
Nation (mrm stattiS, Snbjectio a condition,tha:t'pe ,-.. 

. , :fiç ipàtitig.Canadian assemblerS'ineet certain manu 
 -:factnring-perfôrrnanCeSteqi.iii.einerits.-:Mearnyhile,`;the',-::- 

,'••'.0 .S. brify alloWS duty:-Ètee'entry-Of Cariadianantà; 
, triodYe prodnets"haVing at. léast  50 percent North  

• Arrietic,an çontent., As-  a. test,' It :  of the Auto  Pact, 
asserribly and large d'Orriporieht,',OPeratiOns.  Of the Big  

• Thteeiri`Canada hâVébeehratiOnafiZed to'realize  the 

, edèneiraie,bénefits aehieVed thtOugh large-scale'pro :7-2.. 
dnetion;  made possible 	dtity,•free aeées.s t'Othe:U.S.' • 
market; 'Whieh .waS ndt avallable whenthe-inar:ket 	•-• 

••• -Wass siibjeertOtariff -çbpstraints,_:Cahada alSo  impie 
 mented atitomotive dtitYreinissiOnprograins for corn,- 

r, 'parnes that Met'eértàiri..perfOrinanee  standards and 
 -,eztended `àeneral.-atity:UraWback  provisions  ' to' assern.3= 

blers'-that did not bthetWiSe•ejualify fot-dtity-free-entiy,.- 
under--the:terinS'of the Aùui.PeiCi. 	- 

The :FTA .iriccirpotates the 'AtirdÈaet.prelVisiOns - 

à1-0 1.Dffêt's'cluty.;freeaéCeS s :to  the U.§.'market'.f.:51': ,  
all prààiicets in Canada, if the  Ph3ducts rpeet the •- 

:•:•rregnired,NOrthiAinerieari  value -addedileVeLofs.:. 
50  percnt ‘HoWeveif,-'sipcè  Auto , Pc4cr safegtiards are , 

_ ..-.:Contiested, to the level  of  
.as bilateral tariffg i:lisappear'iinder• thenAï'the,effeer , 
tiYeriesS .of 'Safeguards beçôrrie& increasingly -clepen-,,  

	

"-.• déni upon' the  level Ofithe-MFI4 tatiff .andthe 	. 
*--atneorithf Overseas imorts  in , isolation, f thé  elimin 

„ . 
tion Of the dtity drawback 'on ékpOrts,,tO  th U S in 
19 4 :,•:atiir..tbe'élittiinatiOn  of  atitOinôtive rethisSion  

, . 	_ 	 -• 	. 
• 

major reStriietnrindhas'•alSo bèen tàking  place in 
.--,•'.theanteinahtive cOmponents indiistrY thronghOut.the ; 

late 1980S• and 'earlyr:190s. i,TheecOnOMie-:ilo-  ,writnrh:, 
in business activity  fà  Canada 	 begin- 
ning in 1990, 

 

	

triÈgeted :the eth-Stirer Of ..a-nurnber' Of 	• 
- Plants: Initial iridieationsarethat, in niOst• instances, „ 

the•elOstires:have heen.sribSidiary plants of U S  firms' 
; 'that have  .nOt receivect the reinveStrrient'fran'thè",' ,..;, 

Parents-thaf-Was neceSSaryftokeeplfiem éperatine 
- COMPétitnielYHOvie -Vér; the .Prôblèrri May.be more

deePlyicihted:--COMpanieàate'being pressured by•:11S.'. 
• ens-toiners.tçi,.-,1dWer‘priées at.; -a #frid whçh,th.tising, 

_Valije•-of -the;Canaclian' &Me Itr,terni—s 

'.-- -,'COMPanieS-ddfnOts .apPear'iOhaVe triade the neCeSsarY., 
• iDir•bdiretivity iniptdvetnentsiand:have.not , inéteaSed:, , 
•,..their technologiçal capability,',-;.theY May be vnInerable :  

Perhaps -More' impôrtantlY . the  past deeadeihas wit:- 
nesSed a-fundaMerital'hift in the.manner.in  Whieh2L2 ' 
business  is•:Condneted -  betWeen conaponents.'prOdtiters 
_and .assenibleis.,:Notr,orily bas "there:beeri  a  .çOneetted <' 
inOveltffivardi a. More 'fOrinalized tier'Strticture similar 

to"that,,found.inthe jaParieSe-rirkitiStrY,:tuealSo other ,: . 
.--.JaparieSe-StYlé,syStems of WinikrodrietiorrhaY2ebeen., 

each aSseiriblerdeafs'With.failà, thé reratiOnShiP With: 
the !renia ining- ccimpanieS' beebmes fundanientally 

	

,• •'ehanged.--Companies  are  rnéreasingly,charged.,with 	• 
more  resphrisibility fOr'deSigh'and 'fçir greater' leVeli • 

- of  Prodnet R&D tOngeteirri ,contracts-:are -  Mores ecirri;.,' - - 
~ Tri6n,.,biit:aSserablers` are  derrianding cOst rednetiOns i  . • 

forcing supplier -Corripaines,to•teyiSetheir -prodnetion 
been,a great 'deal Of 

. change in the  process of 'supPly; Withgreater:nse; -pf: 
(and  fo 'à lesse`r`extent 	. 	• 

- .nianufaçturing). and Sirib;asSerablY of Major 
 conapdrients. snehas ,Seats•and.instrurnentPanels..", 
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: Further coniplicat ing—  the  env irônrrient iSi the trioVe 
some  xif,,the Big Three to-Obtain' .thOte  of  'their Corripd-;. 
nents'in-hduse.. A -great -deal Of confusion  and'uncér-

, taintY" has occurred- and will continue as -American 
and  Asian . assemblerS Often-Wt .  tOtedefine  the  roleof 
the_snpplier. The réSult Will:be a- Critical determinant. 

=  of  w.here and - hOw PrOdrict and prOcéss'éléVélOprrierit.,', 
is ccindlicted.OVerall,:th'a'sseriableis -,havé ' 

, - overwhelrnlrig  power in the  relaticinshiP .and are  fore
ing change:at an unPrecedented paCe in - an.effOrt to, 
,maintain .or,even strengthen their cbmpètitiveriess, . „ 

Canadian.produCers Of atitomOtiVe-cOrripcinerits • , 
have  been relatively sueeesSful-„While few - Canadian , 	7, 
companies are..arnond the first tier of PrOduCers -.that -
are taking' on  greater respOnsibilitifor design  and 

 'prodliet develo-  pment, theji have  nonethelesS faCed.' 
Many of the pressures, Of the  U S  fnst.tier prOduCers:, 
A..recerit,stlidï On the Competitiveness of the North: 

.,ArneriCan'CorriponeniS indUstry'edrieluded that  corn
Parable faCilities'in'either  Canada'ôr the 14.S. are 

 cdriaPetitiVe,'-regardless,Of their distance frotri the 
 market cdre. MeXleanplantà. haVethe'lOWest -wage 

coSts;.bUt:thiS- advahtaàe'iS,ofteriOffsét by lower  pro  
dUctivity,-poor  infrastructure,  : high, ttn.OVer 'and' • 
fewer.  skilled' Workers.; althongh..the situâtirm-is chang-. ' 

oWeVér, the stucly also  Cônéluçies 
greenfield faëilities  are  significantly ririorecOrripetitivèl,' 
than older plants. This  iriay'have a 'Significant  impact  
on the future of  Canadian CbmpetitiVerieSs;'siriee , 
Canada  has net received à Cornmensifrate share-Of - 	 , 

, Asian investrnent  in the  autdmotive ,cOmponents 
induStry.' This inVestinent has resulted-in: -thees-tabf,' 
lishinerit ofsônie 250 ,neW plants -in -the U.S.' Further,-, 
neither the traditiOnal .assernblers nfir thé traditional', 
indeperident suppliers have 'Constructed Marty green :7' ' 
fiéld,COMPortèritS faCilitieS  in  dahaddrecérffly,; 
altlidtigh•Eurcipean.  S' are firiding'  Canada an  attractive 
location for  itivestinent. While rrioSt'Japartese,Corn— Pn-,? 
rient facilities have .beeii.establisheçlto  serve the 

 transplant, asSemblers, it  is -likely that these Plants' 
will ep,-fpand their Market' tOthe Big Three in-Order . to 
'Obtain the eCOriohnes Of scale neeess" ary tO,becoine-

s - fullY.corripetitive. Canadian-prodticefs.wilt inereas-
linglniéetthernin dire -et ,COmPefitiOn.: 

, Evèlvirig Eils'ironment 
The cdiftpetition in the autornotiVe industry eontiri, , 
:ties to intensify for-boththe asseMblers'andthe  com- 
ponents manufacthrers. Nbt'Only r`is demand Projected 
to stagnate finning the riek'  t-  decade,  but  also,  con  
sUthers  are  beeorning.mcire den-landing in tetniS Of 
'their expectationS  for  qualtty,:Safety,andperformanee. 

- In addition, beth legisfatbrs  and  cOnSurners; are

-'demanding that.yehicle manufacturer's reduce Vehiele , 
'ethissions While siinultaneciliSly increasing fuel eCcin-
piny. AS a result, cOntinuolis prOdUctivity'improve-

':-ricients that lead to the'efficient'prodnctiOn Of high-, 
quality productS  are minimum  requirements.,  To be_ . 

, .,"suCcesSful beyond that, companies-Will  have  com-„ „ 
keté On the basis of innoVative productS,  as  well  as 
innnVative,ProdUction processes.:,  

'- As a result Of teChnoloWar adVances, therequire-
- nients for ht`ghly skilled  and  highly' trained workers in . 

both the_Cornponerit and  asSerribly  industries have  
inCreaSed .dramatically. This  has plaCed - great pres- 
sures on an individual firm's ability to find -and train , 

'duch Workers..:InCreasinglY, haViriga skilled and' 7 
trained work force - will be a :basis for competition. 
The es tablishment 	'Canadian AutbrhOtiVe Parts' 
'eettiral  Tai 	Council; labour.:managernent • 7, 	,  int-
tiative enccitiraged by govern-night, is One measure 
being,initiated to overcome this,probleth,  but  a 'great' 

- deal Of Work-still lieeahead. 
, 

iitloo'k for '•-•th'e '199(II)s • 

WithProjected  slow  groVytir in the  'demand '-for Motor _ 	_ 	„ 	 , 
vehicles in  North  America  in the 1990s, --  the competi-- 

, tion  in the  "rnarketplace.will-contintietd intensify 
Over 80  percent of sales  çlemand'is'; predicted to be. 

•  for replacement  rathér thah  for  first:tihié -piirchases. 
. Excess 'productioh Capacity, which is prôjeCted to 

	

. 	, 	, 	_ 
'exceed 2:5 militon units  per  year in North Arriériea , ".  , 
by 1992,-;will increasecompétitiOri fürther. , In this 
enViroriment, the market shareheld bythe,Big Three 
is 	

_ 
expeCtecito stabilize at a lèv7e1 slightly:loWer than7: 

what'fhis efirreritfy held. The JapaneseprOducers will - 
aChieVe a Slight:inerease iti èheir•totà.1 market -share, , 
although -,soffiepf"the-'smalter playerS ihaY ri ot be 

, - 

A CompaiatiVe Study of the Cost CampetitiYeness of the-  Autoniotive 
Paris Manufacturing in hiarth America  (Toronto  : Booze, Allen & , 

- Hamilton Inc, 1990).  
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AUTOMOTIVE INDUSTRY 

; succesSfiil..In additiOnMexico . hasheConïe,art, :;:' 
: increasingly itnpOrtant player ituthe North Ainerican „ 
'marketplace, everr befOte any-free trade deal 
:-InvolVing that country  iS Concluded: 

The introduction of the dT in the past:year has- 
•reinoved.the inecitiities of the  Old t3( strikttire:. Thé 
:Ô$T has created a leveLplaVing field where déltnesti-, . 	, 

a11Y Prbdtkedmaritifactùring inputs : can compete, 

. The FTA assure Market aecesS to  the  
rtiarket.fOr Canadian prodneers. ,  .A'potential NAFTA, 

- ,that inchides Mexico: is likely_to prbVide opportuni- 
tiès  for  Canadiari-baseçl firms : tO.integrate their opetà- 
tiOns- into à larget NOrth:Ainericart contèXt. Major 

 ,shifts in  wOrldWicleautorribtive trading  patterns are 
 nôt eXpeeted,,  but cleyelOpMents  in  Europe' mtist -bè, 

_ 
niOnitoted to ensure that érnerging'policies - theredO 

Efforts .:to protect  the  eriVitonrrient 'wiltinereàs'inglY • ..„. 	_ . 	, 
become a critical factor: TheSe efforts will provide , 

, bçith 01:T61'0_1i-tides and challenges in imprOving - 
nianufacturing proCesses  and in  pro.ducttechnology', , 	 , 
stich  as  tisirig neW Materials  and  finding new ftiel, 

In  ‘genetal;:Canadiart 
positioned ck:main ain their_competitiveness. ;Most  
have receiVed neW Pràduct, Mandatés, -.have .ShOWn 
theraselyes tà be competitive  in  terms of-both worker 
andprOcessprOduCtiVity, and  have modern 	tech,' 
nolOgkally:adVarked production SYSterris.‘ Canadian — 	, . 	, 

- fitras`stilIaChieve's-ignifiCant produCtivity returnS On 
,. :their labour Costs; Which MoSt ,be Maintained in order': 

tà compete effectively Withtheir ,0.8,-côiInterparts: 
The .Overall_outlook'fOr theeornpOnerieSSectgr is 

more diffiCult to prediet, but is:generally lesS opti 1' 
-MiStiéthan that for -Vehiele asserribly»Sorne:cdn-ipo. 
nents companies -have made the'neeessary àçljuSt-. _ 
mets and are conMetitivedri6ildseale.:many  are  
Captnting neW,blisiriess-,oreortunities,  and à few have 
been sficeesSful inenteririg tbe:Asian asSeinblerinar-- 

 ket.',Others'.are'in the ProdeSS of adjusting- and.can;be 
--- expected to meet the new,reqüirements sndeessftillY. 
HoWever;,  sorne will not survive; and Marty that were , 
reluctant tocharige have already closecl.To survive :  
in an  iricreaSingly cOmPetitive eriVironment, iridtistry', 
and labour will haVetuaddresS all thé factors.atfect-
'Mg this sector'S -competitive position; irkluding. pro 

 anctiVity; training  and  techitOlogY :- In turn,:  governt 

Ménts will have to 'carefully evàluate -the irnPact of 
any.riew policies.and regulations in the:context of , 

, their irripact On-seCtoral ConipetitiVeneSs.,. 

, 
,ASëetc4-al Agend for ,Intei:inttiOn 
Competitiveness 

the,PaSt seVeral yéars,- , thé'atitottiotie industrÿ 
.; has, been adj tistirig to the :growing: rieed to,itttràdùce 

rimni .prodùçtibt), :clésiÉn and marketing ébriéépts.:, In 
thé context'of.thésé 0016à.1  trends, the  Canadian 
fhàùstry  continues  tci'opéM.te iri,à largely reàiotial 
North ÀrrieriCanliria..iket: Canadian industrY; -Ilabôtir 
àirid eVetrirrients have been i?Vorking together, tà 

teview practices  and  pbliCies tO 'ensure :that they Con;, 
tribtite`tO.Maintaining a:.cottipetitive "sectOribat Ober-, 

- ates nearrctitrent'ontPtit leVers the  agenda for 
consultation  foCuSes  on  two areas: aeoitipetitivé 

- 	 , 	• 	- 	 • 
jridt4stry and a conipetitiVe  business;  clitnate. 

onipétierve incitiàty- 

Hurruces>ReSources ,  
n -,Initiàtbies'airrid at upgrading-the skills level on  the 

 Shop  fldOiand •at  the car  Service and retail leVel 
haveleerilautiched thrOugh the 'cr- eatiOn of an 
indiistrY.-labour committee_and thrOUgh,the 
Canadian AutoraotiVe Repair;andSerVice:Cotiritil. 

' ..It is.now up to inCliistry_ and  labour  to  continue  to  
wOrIc tOgether Closely' to ensure that`,these succeed.. _ 
The industry and the academic community; With 

, th  'e .cooperatiOn  of labour  andgoVerninents,sre in a 
positionfo_take the initiative tO establish an auto
Motive engineering SpecializatiOn at the university: 
level and tà prçivide career streams for participating • - 

-Sttidents,'Much  of the  `prepa-ratorywork fOrstich  an  
tnitIativ hàs already been carried  out in  . 	" 
Cooperation with doVerintients, ' 

Tèchnology- 
• Uanadian R&D  ta  x Credits are the Most competi,-- 	- 

tiVe'inthe,world, but are  not welturiderstcibd bY 
• industry,. An initiative  is  tinder:Way - 6> rernedy this 

situation through the publication bY Revenue 
Canada of  an  Application Paper: InduStry  associa; 

;'.tions can noyv initiate a,process of educating their , 
irtembers  on  the benefits Of (and prOCesS de'usirig 
'these tax etedits.'In  addition , 	remains -a need 

, toblarify the eligibility of Capital assetS_when used, 	2. " 	 . 
IfOr.R&b: .  

'fairlY With imPorted 
, 	• - 	, 
fairlY.  with impOrted goods. - .  

technolbgies.: technologies.: 

INbUSTRIAL COMF'ÉTIMWENESS: A SECTORAL  PERSPECTIVE: 
, 



,- • The atitoinotive çOrnponents sectdr; With the `CooP-- ,.. 
étatiOn of governrnentS-and,labour; is in'theproCess' 
of completing an analySis,ofthe need  for, and  feasi-
bility  of, establishing an antorriotiVe technology 

AiltOrhOtiVe -compcfients,Cornpaniés Will neèd to , 
, 	work CI6Sely'WitheuStômetd,-SuPplieià, aCadémics 	, 

and governments to ensurethat appropriate 
technology nétwcirks  and  facilities- are 'established 
and utilized. Goveintnents have a particular role in 
thiS iegards-tojféester a supportive infrastructure; to 

'  encourage alliances and joint ventures, to diSsëmil- , 
mate relevant information on trends, advanced  - 
materials and technologies, and tnencoutage  corn 

 plementary investment in coMPOnents Productiôn.'-: ' , 	, 	, 	_ 
• Assemblers shOuld identify technologies that'Could „ 

be-exploited in Canada bY the Canadian Supply 
cornmunity. Initiatives tO protect the environment , 

- and enhance User:safety offer OPPortunities`that. ,  ,  
,should bePursued by indtistrY.  . 	 , 

,Productivity  
• As'semblerâ,r in close  ccioperation withlabout, are 

; Continuing to'uPgrade'their faCilitieS and to MOVe 
toWard lean  production  systerns- to .ensure that? - 

-Canadian plants retain.a çômpe,titive adVantage. 
• Con-iponerits comPanies .reCognizethat-continuouà 

analysis Of their total OperationS,is-reqUired to' 
reduce -waste and to inipiove pro uctivity. The 
Atitdmotive Components Initiative offered ,by 	, 
ISTC has; by encouraging cemripanies'to,CritiCally 

, examine  all their Cip,erationS", deirionstrated that., , 
substantial ProduetiVity sàVings arepOSsibleat'rnin-; 

CorriPonents côrhpanieS rritikcOntinuè to actively', 
pursüe the market of Asian transplant PrOdUCers, 

; including assemlplers'and newlYnestablished,Parts ' 
, Companies that  are  arriong.the,fitst tiér of , 
- prodncers. The  federal gdyerritnent ha.S  a  rble in - 

- facilitating thiS'procès§._ 	- 	 - 
Opportunities  in Mexico will increase and Will pro; 

, :vide rieW opportunities; for  the  conipoilents,séctôr:  

• Niche opPortu
.
nities alsoekist foi -çoinpdrierità 

• coinpà-riies ,to  service markets in Europe and Asia:, 
6;Canadian'vehide mannfactUrers-have anopportu-
„ nity: to aCtivelY, marke t  aPpropriate, vehicles in ,7 
:Europe,‘ASia.and Latin AmeriCa2Thefédéral 
ernfrient role is ,tà redress any restrictive trade 

that:hinder aecess:'  

À'Competitive itu'àpi‘ 	 _ 

• Thé FTA establishee the  frarneWork for'aisitioiriotiVe 
tradebetsyeen Canada  and the  U S  Hnwever, a  
numberbf issues  si_ich as theleyél Of North .Atinerican 
Value added„the,international cornpetitiVeness  of  
the  1\16rtfi Ai'irieriean> 	 eligibility Of 1  
certain costs in Calculating what ,Constitutes  North  , 

' Arnerican Value added;  have  been raised by'various. 
parties and  are  in differing stages of Study, 

• A ,NAFTA'invàlVing 'Mexico  ean bUild  on the  
positive aspects Of the  Currer‘it FTA,anct: ProVide 
Canadian ;inClUStiy.with,iimprOyed'aedess „ tb,the 	. 

:larger:North Aineriçan market.' 
• In .à rationalized indüstry there is a heed tô ensure 

'that 4standards'are ComPlernentary;' to provide  the 	l-- 
,greatést:,,eConoMies ofscale in the North AtineriCan , 

 ' rnarkëtà.  

e''An eValuatiOn Of  the  effect on CompétitiVeriesS Of 
any new, goverrinierit,Policies :or regulations,  in  

, Consultation with inclUstry-ancflaboui, shouldireC; 
ognize that Canadian triannfaCturers are Competing '‘ 
for irivé"sèrnerit aiidmatkets'inithe't -otitext of a 

»North-ArneriCanfree-tradearea.  
• With  the  elimination the duty  drawback in  19-94; 

Canadianasseniblérs:wh6 are-outside the Auto  eact 
Will-be faced With paying higher costs  for  compo 
:nentS iinpôrted frornoyerSeas than US. cot:inter-:: 
parts, who benefit frOrn a loWer MFN. tariff. The  

' Cürfent GATT-,round:Of multilateral trade riegotia-i 
tiOns ProvideS:ân OpportnnitY for the  federal , 
goyernm,ent, in ,cOnsultation.with labour and , 
industry, to address this'SitnatiOn. 
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IN 1989 , THE URIIÀN TRANSIT AND RAIL SECTOR- Elivii3LOYEb APPROXI/viATELY - 

10'000 people and had-$1.$ billion in sales. However, in years `Where large urban 

transit contracts'were delivered, total shipments have exceeded $2 billion: 

1 

The  seetor, is highly ekpott oriente& with over 
70:percent.Of intan transit and loCornotiVe,  shipments, 

'destined for foreign:Countries; 
.VirtuallYall Canadian urba.iii transit and rail systeins; 
and , VehicleS are s -upplied byi-doirtestiC:SourCes. -  

;  Imports,  WhiCh come mainly from  the ,1),;S: 	ist ' 
, of cornrionerits, suchas engines,- computers  and:other:' 

;equiPment not ayadable from Canadian:Sources 

'St-ructure', 

th-e'urhati transit'and,rail:sector  combines  two 
diStii-ïét:hid 'related' itiSSectii ''The 	transit' „ 	, , 	 , 

ISubSeet-orTirielùdes'Mantifaantèrs of:Urban rand -  diter 

city :buses, guicied;Véhiele systerns such :artraimivàW -
subWay -cars and  PaSsengèr  rail cars and  theircompo 
nents. the 'rail subseetor irreludeS the  Maniifacturers' 
of freight Cars,:loCOrnotives::and their componen ts . 

„there  are ,fiyebus ;manufacturers in  Canada  two 

two AineriCanandorie Dutch During  the : • 
past faur,yèars,'shiprrients hà -Ve-tanged from -à loW of 

' 	 to,:a high of $470 milhon.. - Work2fOreè • 
- strerigthduring,:the same period. fluctuated:with ship: 
.‘rrients,"froin  2 000  to-73.900 Workers. 
' Two inajor.,Vehiçie inannfactiiterS, - Borahardier:InC -21: 
and  Urban Transpnitation Peveloprrient,COrpdratiOn 

Itne..,:dorninate;,gnicted.,-Vehiele'sYstegi:PrOduCtionf 
•SOth inanufaCturers - have'the' CaPabilitY 'to:design 

•-_ Côrnpletésystenis and -Siipply'Worldnarkets.'the..'. ,  . 
ty,cliCal ,dernand for these SySterris:Causesboth ship 

Merit's 'and ièriiplOYMeritto :Yary, gready .frdin Year:to: , 
year

, . 

:-Annual, -shiptrientS -  over he7,1aSt: eight,years 
have - rariged:frôrri a:lo:wrOf $23 0  million to a.high:of. 
$88Û, miIlion Puring,the same perio& -Wdrk force' 
4trè,rigth-:lvaliedfriarn'4 poo:„to y:900  workers  

Rail Stiliàe'efei''- 
The rail, subiectàr cOnSiSiS çif three -  freight' car and 'r 
tWo  locomotive  MarinfactUrers,' the  largest being; 
Oèneraf Motor's  of Canada  Litnited,  Diesel Division  

(GM  Diesel) In 1989: siiiiinnents;in 
eXceeded$6Ôo million and it ernPloyed oYer:'3 000. 
peoPlé.:,`Although, -Canadian, AmeriCan'and other: 
markets for  railWaY .ro'lling nStOck are in dectine,''the 

;1988  décision'by:QM;OieSeLtà cOnkdidate' itS 
primary production in the LLS.2intOi its facilitY  in  
London, Ontario,  has significantly 

„ 	. 

increaSed 
Canadian shipinents-ofioneOinotiYeS. 	 • 

Related Coariporiérit 	"r 
theüfbantransit„and  rail  SeCtor.includes : à.bont • 1," 

COMPoiient'stiPpliers that  are  inostly.2>leitlier' small 

1` ,.,bùsineSSe& Or foreign;oWrieel stibsidiaries established 
: spee-ifically for the Canadian  market The dominant

component Proatieers are  large,  fore ign;-:own èd ' 
'Multinationals: 

Theseetor's Cônipetirors  are large,  integrated,:and 
'diversified MultinationaLenterprise-S, such  as Hitachi 

 - and KaWasaki -.-ofjapan -,,MAN-.and,Sièrrién& of - 
GetinanY,,'ASE-4 Brown  Boveri..(‘ÀIB) Of SWeden 
and SWitierlarid, a:11c1 dEb AlSthom Of Franee. 

Coiialietiffi,re 2 PWcor.inoiiè  
(),Yer  the  last 1:5Years;'Canadian urban  transit and  
rail itianufaCturerà, have Maintained their Market'', ‘: 
share in Stable or deelining markets (buses and loco  
MOtiveS):'andhaVe  made  irripiessiye,.gairis'in.those: 

- 'markets that -are. ejgaanding- (gtiided'urban yéhicles ' 
:iand-Yterns): the,freight-car seginent, -- WhiCh iost 

itstriarket sharein  a  deClinindinarketià 
small proportion  Of total shipment's:,0Verall,  the 

 sector remains profitable and Outperfornià its 
:-AnieriCari:counterpart.' 

Urban  Transit 

The  giiideelVehiele-2systernS.seginenhaS groWn 
'draniatieallY.sinee thernid,1.916S. As -Montreal,anil' 
Toronto'biiiltsndexpanded - their SubWays,,Canadian: 
induStry_deyeloped the eapabihty to sdpplY the 
req'ùired ecjuiprrietit.'Ek -port  sales  began  in the mid  

1970s, ,  and have 	steadily. today' Canadian - 
i gnided-Vehicie marinfaCtuters .SuPPly.Virtnarly'all efié 
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:7,ddmestic market, and Over Onethircl of rbe:Arnericati 
,triaiket: Bombardier Inc., Which entered :this' Market , 
' in  1976, .haS throughout the 1980s COntrolled More of 

_ 

the :M.S. marketthan'-any other finn, largely by focris-: 
ing On the replacement Vehicle market. -› 

Utban  Transportation  DeveloPment  Corporation  
' ine.'fbeused  on marketing  névv systems in the 

:where it was successful in selling light;tail transit 
,Vehicles, commuter rail vehicles, and its  Advanced 

 Light Rail Transit syStern (ALRT), the  Detroit  People:: 
Mover. The corporation  has alSo been suCcessful in 
marketing its InnovatiVe ALRT teChnology  in ,  
'Thailand. 'CompetitiOn for guided-v,ehicle systerns , 	- 	, 
rnannfactnringin U.S. markes , comes mainlY'frém 

-Eutopean:and JaPanese companies; All  of the U.S.- 
Ownect`gUided;vehicle-systems Manufacturers  of the ' 
i970s have:Withdrawn from the industry, exeéPifOr; 
one  Yehielé , reftirbishing company that tecently began' „ 	, 
,neW vehiele productiOn.  

The guided-vehicle-systerns,Segment is  one of the  
few secOndary manufacturing' areas 'dominated`bY 

- CanadiarFoWned companies. These companies -oper-
ate  on a global baSis; with sorne having Subsidiaries in -" 
major  markets  : They  Control the•dornestic, market 

: and  export a majOritY Of their production:Their  suc 
 cess has been achieveddespite strong:American non- ' 

„ .tariff barriers stich as the Buy ArnériCa Provisions'of', 
the Surface Transportation Assistance' Act  (STAA), , ' 
significant foreign COMPetition; and a Market in 

'Which àll_major :U.S.:Manufacturers - Withdrew froni 
the  manufacture of elided Vehicle sYsterns.. , 

Canadian  bus  manufacturers are alSà Successful,  and 
 nowt account for abOut one third of the 'NOtth • 

Arnerican market. Durinethe last decade, thé North 
American bus industry decreased in size. Sales of 
tirban'buSes fell  as  transit Operatots:putchasectfeWer , 	, 	 ,  
vehicles than expeeted. The  intercity bus Market col- - 	 , 	- 
lapsed after the nürriber of pebpleusing btiSes' :  , 	 _ 	. 
deelined f011owing air deregulatiortin the U.S. :(and:: ; 
thé resulting- drop  in air  fares):-NOrth'Arneriçan  bus  , 
Manufacturers responded by ratiOnalizing their activi;' 
:tieS..Dçspité theSe efforts, many are uriprofitable,,and‘ 
SeVeral major American ; -prodtiCerà  have ceasec1,opera-
tions. NeVertheless, Canadian coMpanies  have  main, 
tainécr Market'share and Mostaré deVelOping neW 
prOduCts for the ftiture.:  

Linee the earl:0980s, Canadian freight car and loeo-
rnbtiVe prOdriCers have'operated  in a depressed North 

, American Market. W_ith,Significant,oVercaPacity trig 7- 
geted by deregulation,-arid inore-'effective Utilization 
of  rollingstoCk by North 'American rallrbads; the , 
North American rail  car  industry-has-beeriforceclto 
dàvvns̀ ize significantlY. Of the 23 Arnericari freight"; 
car producers  in  operation: à decade agà, only 
7 rernain. During that same péribd,  one in four 

 Canadian—Càr buildeis withdreW frOrn.the induitry.: 
Miich of the Canadian freight 7scar segnient remains . 	. 	, 
unçonipetitive with itS U.S.-coùriterparts; Whà have 
the  advantage  of  econàrnieà  of  seale, unreStriéted 
'access to the larger Àrnerican Market, and lower „ 	, 

.-, material and labour coSts. 	' 
Thé danadian  locomotive  segment, on the Other 

liandi<has witnessed Significant growth in recent 
yeatS:,-Thère are noW only,two'rnajôr  locomotive  
manufacturers in  North  America: qM Diesel; which 
COrisolidated ,its wbrld  production of locomotives in 
London,  Ontario in 1988; and General Electrie, -- 
vvhich  in 1989,purchaséd the former 
MLW/BOtnbardier  locomotive  works in Montreal. 
Since 1988,, Canadian'  production  has quintupled," 
'ernployMent hàs,doubled,rand exports  have  risen to 
10 percent Of prOduCtion. 

forrtianèe 

CàiripanieS in the urban:transit  and rail  séctor Sell S 
largely to publiely bwried -ot piiblicly funded 
organizations..CorisequeritlY, goyernment procure- 

; ment pOliciéS and:practices directly affect the Market 
' for,eqiiiptnent. As à reSult, the'iriost iMpbrtant . 

factor iniltiencing competitiveness is market:access'. 
D,ornestic prOcurennent preferences often  force  compa

-nies 	PracticeSthati decrease prbductivity. 
, - Td be Cornpetitivelri`this, sector, coniPanies, must  , 

' have a repUtatiOrt --fOr quality and'reliability,:`a proVen- 
technàià ical caPability.  to  design and develop` Prod'-; 
uctS  and  Systems, and CoMpetitiVe, prices. Forlarge. 7  
scale capital.projeCts, Companies must be competent , 
in project  management,  have the 'finanCial_depth to 
pàitieipate irilong:terrn cOriimittnents,',"and be able tà 

Tprovide faVourablè financing. „ 
• 
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• M4i-leèt Acçè'ss 	- -; 	 ' 
In  thiS indtistrY, -:eYery,Counr -Y atteMptS‘:tOPrOteCt.its 
.clornèstie Marker While ohtaining-aceess tO-other•-•tnar .-',.: _ 
•kets. Non-tariff baniers','.especially goVerninent 
procùrèmenttpolieiès,  are à significant barrier to 
Canadian ,exports to-cleVeloPect.COuntries-. The'se, -S, 
tbgether with sticing,indigenotiS - induStriaf,caPacity,:•_ _ _ 

' have Virtually elbSed the European-and jananesè -mar,  , 
: .kets':to Canàdiari, procliicers:: ,S 	, 	• 

, In the U.S,,,gdYernment procurer:net-it -policies that 
- apply:to nioSt'ptirchaSes'-hy transit authorities  and 	' 

rnunicipalitie-shaVe been a 'major barrier ,to producers 
, Outside:the'U,S. To'aCeeSs'•.the'lf.S.:federally 'funded , 	 , 
•. public transit market,   Canadian Urban transit -inanu-

facttireri inuSr CoMPlyWith the Buy'Arà eriCa 
provisions, which requir ,e 'final r-asSèmbly'in the u:S: 

. - and à Minn-nun-1 Americancontent of perçent. - 	 _ 
: :•, ,, Manufactürers intist'als,o often Meet state COntent-,, 

requirements; as Well as yariotisregtilationSrelating.t6- 
- rninority-ownedenterprises: 

,BUY_AinericaProvisions have a significant _ „ 	. 	. 	• 	. 	_ 	. 	• 	. 	, 	. 	, 
negative effeçt on Canada's.prodlietivieyend côrripét , 

 itiVeness in,tliisysèctor.-The'final-aSsernbly Provision 
,forces  Canadian Vehiele nianufacturerà to set up 
eostly -dûplicate facilities In  the 	this , itiereaseS , 
çostS, for CanadiannianufaCturers,' cbstS thatJheir ‘; 
115.'-hased CoMpetitbrs do.not;inciir,  The U S con • 

• tent-proyisiOn forCeS-Coniponent Suppliers to-  locate , iii 
,• the U.S. ,rather than in Canada.i,Several:Canadian 
component ManufaCturers  have  already .relocated;. :, 
and Others"areconsidering Siinilar strategies: 	- 

In CanadaproVincial-,goVernments  have  preferen 
.tial'prociireinentliôliCiesiand',PraCticeS, although:theY: • 
'.7 are  generally less restrictive than;the,Buy-AineriCa 
provisions .- Ontario-and-Quebec-  traditionally, bify 
iroinloCal sonrces.:Other provinces may  also give a:-  • 

•Preferencé to' Canadian Prodiicer,S.Nhilé these prac,,- 
" tiées` have eneouraged"growth s inthe Canadian -u'rban- ,'' 

transit sector,' they have alSo encouraged fiagMenta-: 
tiOn and have:restrained  the  achieyérnent  of : 

--econornieS' of scale-throiigh' rationalization. Canada 	.- 
haS neither:the expliCit Protectioriist legisIatieen,of, 
the Americans nOrthe More subtleprotectionist:mea- 
sùres of the Eiiropeans , and Japanese.  ,  

Technology 

; :Canadian indiistrY is eoinpetitive in terini of technot: - •": 
ogy„ and is', in some areaS, a'world 'leader:, For 	' 

, example; UtDC,Inc.'s ALe' SyStern.,useS .  state-Of- 	_ 
‘‘. `the,artAinear  induction  Motoriand an innOVatiVe;-: 

fully aiitoniated'éOrnmand and control sYstem. Both 
of theSe technologieS,Were_deVeloped in Canada.. ' 

",- Other  technologies  pioneered by Canadian coiripa: 
nieS inellide a iieW'Streetcar , fOr.  North  Arrierican'tise 
(Canadian Light kail'Vehiele,'. or CLRV); special s. - 
freight bogies (wheel:assembly, and ilindercarriage) for 	• 

`. the rail induStry; unique bi level  commuter  cars that 
appear to_have a gobd Market potential  in  heavy-, 	• 
Subtirban'edrridors;  and the  lightWeight Stib_Way -Car 	• 
used  in Toronto  : Bombardier Vvas,reçently'aviarded 	,,-.• 
à Contraer to dèVelop; biiildand.test an advanced- 1- 

 :technolégy  prototype  subway train for the New York • _ 	, 	, , 	 " 
City transit ,Aût-hority. ' 	7 	„ 	 , 	•.: 

In addition to inLhouse.R&b;:Canadiari firms  have 	' 
acquired up•-to-date prOdlict  designs  throughlicensing 
agreements  and acquisitions For  

lic,ensing,Of French .(for the-IVIontreal' 	- 
„ 	 , 

-- :Metro)  and  Japanese designs (for thé New York City • -. 	, 	- 	 , • 	. 
- `subway) Was critical' to the 'earlY slicceSs and - 

Siibsequent groWthpf the cornpany.:SfiriilarlY, the 7, 
acquisition Of BN OfEelgiuni and ,ANF-,Irklusitie Of 
France, and  the  acquisition  of -Transit'Àmerica - : , • 
designs, Pullman designs, andDisney'..S.  Monorail .and  

-, - W-E- TjWAY:Pec[Ple-m-OVer systeni, has erialità 	s' 
, - 	 -• 	 . 	. - . 	 • . 	_ 

• 

 

Bombardier  to offera Complete line:of transit 
èquipinent. - Borabardier has alào acquired the:North' , 

: -,-. ---Arriérican rights to the  French  TONL (-1-iidi.',,need 
. 'technology andWasïeCentlyselectedto Supply a 

t.0\1- system  for Texas  HaYing accèss.  to thià prOYeri 
-staté of-the-arùtechriolOgy' s :allom Bombardier to •offer'. 

prodütts  in  ,whatis,exPeete-cl,to beenine 
, the inibSt  important rail market of the nextb years 

td license,oipurChas-edesignS-- 
'beeorrie rare ;  and as-  the  need tO tipdate the  ciirrent, 

 '. _inyentri'ry of designs -becOrnes MOW 
Companies-,will.have to intenSifyin-honse R&D tô. ' 
asstire- their future  CorrinetitiY,enèss.- - 

Canadian  bus  çcirripanieà  have  R&biirograiris 
They deyelbti new  designs and .are leaders•,•irr some s , 	• 	- 
specialiiedareaS. The  Canadiân industrY;offèrs  a , 

71,07 



EXpafirt Fiinànèifirig 	.; • 	; 
Expôrt, financing-  is a key' competitive factor in export , 

~ ; Markets. While-ExPort DeVelopmerit Corporation 

 finàriCing:Can,play à Critical rôle in obtaining e'XPort 
'.-,-- orders:in the face  Of international cornpetition; Cori; ". 
• ' 'cessional-finâncing:and StibsicifeS by foreign -govern;' 
• merits make it difficult for Canadian cdiripaiiies to 

Combete  in  Many oVerSeas markets. Tbe-indutry 
alsô Contends'that -Çariadianbanks do  not Sueport,' ' 

• ekport financing,-unlike il-,leir foreign .-Counterparts. 
Beeatisemass-transit.custôMerS'are purchasing 

triore integrated systems, bidders must not only 
provide' vehicle,s, big Consultant studieS andfirraneial: „ - 	• 	. 	- 	; 

packages as  well  Most mass-transit  Corripetitors offer 
comparable technology, So pricing and financing 	, 
Often beCorrie the:deciding factors' when Selecting 	"• 4  
winning:bids. Canadian,'CorripanieS oftèri laçk the 
"financial'cleptli Of other coMPetitdts, eSpéciallY' when 

- PreSenting bids  for  turnkey projeCts. Fôr'exarriPle, ,  , 	„ _ 
• 'Enropearr and JaparieSe consortia frequentllY hae, 

Corribined-assets)grèâter than those of  the  yvhOle 
Canadiadindustry.Htheseconsortia can therefore 

' arrange financing andlarge  performance  bonds-  much 
• , 	 , 

more  easily tharicarra Canadian grOtip.f 

Otliér-Fàe' torà -`;  

A'recent stridy by  the Monitor  Companihbritheconi-: ' 
petitiVen'eSS  of the  guidedurban:inass- , Trarisit -segMent; 
identifies four:determinants.of natiorial,COMPetitive: 

• advantage; Theseare:'eustomers',that deMand, ,a , 
sophisticated quality- prodUct; Cornpetition,on  the 

 home' markets,  : aceesS to COmpetitive factors' of,., 
'Production, siich  as  skilled  labour i and 'accéSS to com-
petitiVe  supplier  firms. , 	, 	 ;„' • , 

icoMplete range ofsprodUcTS-,',  inéluding brises,riSing.: 	; 
alternate  fuels and buses 	thé phYsiCally disabled: , , 	, 	, 	, 

Canada's 'major -côrriPetitors'-iir Europe  and Ja.Pari; , 	 _ 
hoyveVer,,appear, 	to,becommittingrnbre,resources to 
procItict dévelopinent than their Canadia,ri,Courrter ; .. 
parts.,Their large sizè  and  theit'aCCèsS to Significant , I, 

, Markets give, them a "greater,baSetO:arriortize large 
R&II? ékpenditures. In addition, most international," „ 

,competitors are supported by governinent policies. 
•that favonr dotrieStic brocurerriene and proVidefirian- -; 

 cial assistance for teChnOlogy deVeloprrierit. E.eCause 
the develOprriént costs of theSe new'reChnologieà are 
underwritten, to a large degree; by`a  captive  doniestie - 
'Market, their snbsequerit sale to:other markets can - 
be 'done Much MbrecorripétitivelY Canadianiriclustry • _ 
is faced ,with à toinpetitiVe'disadvantage  in  this  
regard, beCause the'Canadiari'market,alone-is too 
small:to  support  ahigh. level of technologYTlevelop:7 
"ment; There.is à widespread belief that  comparable 	, 
lev,e1S of federal goverriment  support for 11&.„0 are 
not  available: .  

-Prodiatetiirity 	 ; 

Throughout the laSt-15 yearS;'Canadiari Companies' 
have demonstrated their abilitytd compete inter-: ,• 
nationally. The  following factors are important, „ 
determinarits:-» . 	 , 	::•, 

Labour The  inajoritY  of  Canada'S"Valire'added in the 
. urban'transir and rail -sector is : in vehicle aSseinbly, 

whiCh tends to be labour intensive. Accordingly, the 
itidtistry,could be Vulnerable to  free market,  
competition; frOirr countries such ,asTo`date;- ., 	_ 
the benefits of draWing up:in a skilled:and -Well; 
trained Work,force; a strong indtistrial infrastructrire, „ 	„ 
and advanced  inanufacturing  techniques  haVe'rriain-' 
pined Canada's advantage. 'There are indications, 

, 
; however, that there is a.nééd  for  additional training 
programS to iinprove the sector's : skillS' and knoWledgè - 	 , 

-, base  in  order -to 'maintain this advantagé.. ; ' . 

Economies  of  àcaléi,Mahufactiiiing economies ,  of _ 
Scale are of marginal importance  to the- urban transit 
subsèctor, Since- quantities are normally small:and' 
usrially'involyeuriique specifidations,Siit they are of 

 Moderateimpôrtanee to'the i'âil's"ubsedt-on- 

'Combonent,c6stsCroducts suCh  as diesel  engines  and 
 transrriissions fôr buses and locomotives,  traction: 

mOtors and Catenary systernS (oVerhead electrifidatiOn 
SyStems),, are'not aVailable'fi2orn Canadian sources  
and !Mist be obtained frorri American, European  and 

 Japanese  sources For  lafge;Scale Capital projects,'.thiS 
can harriPer_the indUstry'S ability to ;sùpi)ly complete,. ' 

--turrikeySysteins (such as When a key stipplier,iS part„' 
of an_opPosing  consortium)  and ,can inereasethe: 	, 

= CompleXity of firianeing the- project.  

•••• 

INDLTS'tRIÀ1. COMPETITIVENegi'.:4 - SÉ: drOti.41:4 PERSPECTIVE, „ 
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URBAN TRANSIT AND RAIL 
1 

The  sindy Chncl hdes:that the 'Se -ethic' rates i•Well  in  all - .  5  
ÏÔUÉ .categorieS.; Canada and 	U:S".. 'are among:the': 

- inoSt denial-dine Markets in thè.,orldi> there _is , hpen 
-Coinpetitio,n;;prC,)dUcts' frogr,everyrnanufaethret.are 
av,ailable,• -and aecesS th,competitiye  factors of produc-
tion  is ékeellent.:noveèYer, aklaekrOf eorriPetition 

:,,VitIiin ,Çanadà. is hotea. '•. 
In aaditihnto the fhur-deterininants-hf hatiohar ,-, ` 

orriPetitiVe'advantage,desCribed -earliét - in;thiS:, -= 
section, the  Monitor,COMpany ChnSiderS theroles.ôf':. 

.,-chance  and of  ghyetriment.. It highlights"' 
- - ,hre of AtheriCan manufacturers opened  th U S  mar-

ket:thCanailian.rriarinfaCturerà,- and  hhtes- filôm'r•', -5,: 
bfféring concession-al financing;  play 

à, -crucial-role  in  loweriirig the -tost hf'SyStems.''.' 7 
' 

 

The 'snidY edrieltideS-hverall,' that'the'Çariadian';' 
griiided'urban  mass transit segment  is ComPetitive. It--; 
also  notes'‘that ,sh6tild.-the ij'r.S.:goVeinment'ptislith 

- 'eStablish a 'aOiriestie-COMpe t itor  for the U S  market‘ 
or  shotifd:the tanadiWgôVèrnment réduée theayait-•:: 
ability  of  eXpoit finarieing; Canada'ScoMpetitive 

,aaYantage::wciula be rediicedi,, -.:, 

17.1-utlii`ole . 	th0:1990.,7' 

'Éécati$é'bff inereaSing:eriergyiéhsts; groiYirig;enyiton= ;•••,- 
MentalrconcemS; rising Mban  populations, and the 

 need to_alleviate'eYér-WhrSening traffih , cdngestion, 
the  Market fôr ,  gui'ded urban  transit and  intereitY  pas  
senger  rail services  will Corr,itiniié to expand, The  
intérnatioriarniakket for-inaSS ,-trarisit raWvehicles,and, 

-:.related sỳ sterns',.is expected to b-e significant The 
:AineriCan PUblieTranSit'ÀSSOCiatiôn'estimateS that - 
the V.S::transit,iharket'will exçèed:,$90 bifilofi‘b 

,71199,7; tri; addition,  the  high-Weed, Mir„ market: in 
Iqôrth Arherica4s -estiinated , at$2(3,bbilliOn.",_ 
IndiVidtial contracts:are efteh .wôrth huriaredsof  mil  

- 	lions hf 
'The 6-  tlheikfor the'huS and Ihehrri_ ortive siihsecthrs,. _s 

 :  hdwever; i§ ilii - '' '. • ç d, The derriand'fôr.buses oyer the,,, ,.., .'c •-',, 
ii 	

•,-,‘.,-• .-: ' ---.,':,•°--: •,-'''• 'i" 1_,-  - 	:i.' s 	ere  'ineciiiiin.terra-‘r.exPeeteto iherea,se,„  aoiig. ,ey  
Prodf.iétiOn-hyereaplaCity.ifh,N...p,fr, h‘r:.Airiériça`w." w ill  'rnefan'., ., 
-' - ' - ' ' 	- e• Co 	n a mpètitiotid Preibahle:feSthi.c,:-.:- :, •contiriiiing intense  ,_,.... 	, 	_..-.•,„ 7 „ , _ .. • , 	.. 	, 

. 7 turing .of theI\1.•  orth. Ainerleanh:usindustr_y_:-,It : is:ii., :,,::::.;:,,,,.:.  
•-' 	...-

e 

 à r'hat'.. -Canadianths,rrianufacturers',.wi . ,. ._,,,..., . 
1 . rePrrit'iiP-iaii:c-h:  in---IPT-ét;itivein--the'li.:S:inarket.-71',F,if,i1.  -çi-iiàricl,„..*,..:, - 	, 	, 	, 

'-"for logornotiYeS'),Vill reinai,n , flat'oyer the'rhedluini' 
terrai7althôngh Çanadian-trianufaCturers Wille-ontinhe 
to play a  major  rôle  in  bôth- thèneyvlocoinotiveanct • 
lhehrriotiVe rebuild rriarkets::. 	 t •  

„ Ifi  North  ArneriCa', - ":Canada :has' reel:the  way  in 
 eStabliShing efficierit: phblie trariSpOrtationSysterhS,in 

- all be.ità inajOr'urb;an Centres, While thiS has.;greatly;;, ,  
chntribiltea to the suteesSof Canadian‘triantifacnirers;,:, 
in  the fiiture :there  will be-prhphrtionatelY fewer 'nel",Y 
market ôppdthinities  in Canada'thati in the 
The graduat'iransition-th  mass  transit in thetS:- is  

,exPeCted to ereatea huge-arid lucrative market  

côrninuterYail;.and'high-,-sPeedTail 
systems,  in addition  to t4:ati.:èaiSW., large rèçiiiirerneritS-:, 
for„rrioçIernizing: -hlder stihi».ay•SySterns. In the  medium  

danada?S'Most :,--,' 
Yalhabie Market.  

Canadian 
„ 	_ 

Chria- panies; becanSe  of  their proven 
expertise; their ci,iperational efficiencY, and their'prox:-;.' 
jrnity to the;115,:,:areyvell ‘poSitiôned tOexpancf,their • _,T 

I h Sare of the Ilhi*Arn"eric-an market: ,  . 	. 	_ 	_ 	, 	„ 	, 	• 

Competitiveness  , 

The Oatiadian Urban trans-it and Tail,sector is compet.' 
itive-_inNpe -"Amei- ica ,ançLjii:soine  cases,  

pràsPer  and  grow,  the  sector 
tô-  the U.S.' and,Other Markets:"It mast. 

'alsà Continue to 1,Yoik wfrith goVernrrient:tofhenS  on 
 Competitiveness issUes::_ 	 _ 

Access 
restrictions  are,ari:effectiVe,barrier to  

the 0:S. - Market,. AlthOugh the renioyat of these': 
—restrictions  is beinesought in  the prociirèmerit ' 

neghtiatihns Of the-Current MTI\I  round, - 
government, in èôoperatioq:Ïkith industry; eibula, 
continue  ,seeking improved .acceSs: to the V.'S: niar; -; 
ket through  the  NAFTA negotiations  or  throUgh 

„• •hther'irieChaniüris‘: • - 	, 	- 
• Interprôvineial'hartiers's.iiihibit industrial-rational-

Âzatiori, and fôstet unechrihrnie practicèà.. The 
federal and prOVinCiaïgôyernrnéiitS ShoUldN'Yhrk. -  7 

with ariaclianrindustry th reduee.these-barriers. - - 

iNDiÏsTüài CôeÉPÉ-ÈàivENÉssi'A SÈÈT'QR.À11:PERS -P.ÉCirIVE 

J' 



FirràriiicingH'  
• CompetitiVe,financing oftendeterininesa 
_ ,cornpany's level -Of strecesg-inioréign markets. , 

 Export finanCing is USUally'Prov,ided by 
governments,  and  often incliidèS_a -Subàdi- 
element that diàtorts 'cotreetition.:Canàd'a':. - 
should piirsue'Way's of reducing -or eliminating 
süch subsidization through mtiltilateral' 
'Mechanisms such as the OATT. 

Produéttiiity 	 ; - 

'èariadiail companies have developed and  are  ' 
imPlementing innoyàtiye technolOgics in their SyS - , „ „ 	 " 	, 
terns:arid products. In the sPast, a„Variety 6f,ineans 
haS - been usedio acquire suçh technology (e .g. joint 
ventures, licensing,  acquisitions  and  in  house 
R&r5 ) • The industry should  continue  acquiring 
leàdinwedge technologies =and go-verfirrient 

- ',Shonld encourage theselendeavours.  

• High-speed  rail  is an opportunity to introdirce new 

	

„ 	 , _ 
teehnoléigy to  North  America, throngh  Canada  

'Though 'à décision  on a  Canadian'HSR nétWork is 
still pending, industry Shotild prePare  for  the tranS;; , 
'fer of this teChnolOgy to Canada thrOugh joint yen, 

 tureà and  licences ; The  feasibility of establishing 
'  centres of excellence  .within1Canadian universities,' 
- „ that foctis  on  specific  technologies,  shotild be 	• 

e*Plored. 	- 	 - 

• Industry_and labour Can jointly identify the - 	- 
reqUireirtents . for skills:training,and.'then deelop; 
together' With the federal goVèrnmeni, 'appropriate 
training  p'rograiris. 

• An  industry,aSSociation made uP of large  and  small' 
companies cbuld act  as  a:fortim for infortnation , . 
exèhange; reyieW-  and analysis'of major issues. 

• Industry and labour — working together are in 4 
the best position to continnally teView operaticitiS = 
and introduCe ?Ppropriatè Measure -s fo'irnprove 
prodtiCtivity.  
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inilatgevolùmes.  
The  numeroris markets served directly by the 

textile-indiistry,  or  indirectlr throughsits ClÈfq1:11è „ 

- 'Industries, Can be grouped- in three broad catégories: 
, • houSehold,and'institntional (stibsequentW referred': 
„ _ 

to  as  household)r 	 - 
• appare4 and - 

-• indirstriaLand Coinraerdial, (Subsequently referred' 
, to as induStrial). , 	• 

, 

THE TEXTILES SECTOR INCLUDES THE PRIMARY TEXTILES' AND TEXTILE PRODUCTS - 
sübsectors.,One Of the oldest manufacturing  industries un  'Canada; the textile  industry 

acco'unts for 2.7perCent3 sof Cancidci's -GDP ,and`3.3 'per-cent of all manufacturing-
employment. 

ruétuire 

- 	 — 

. The textile indiistry_iS:compd§ed bfabbut 1 • 100 	7 
establishments  emplôying 62,000 person§ and .has " 
shipments  of  approximately $6. -bilfion.4  it  supplies

the needs•df over:150 different  industries in the  
Canadian èddriorny.--,ljpy -far thé largest ,eu§tomer‘ is  the  

, apparel -- indristry. gther  major  cu§toraer, industries, _ 	 , 	_ 	. 
indludé thé inotor'Vehieleindustry' and the uphdlStered , 
furnituréiridnstry. 	' 

A key 'factor in, the  performance and  tdmPetitive-
iprOspeCtsdf the teXtileeindustry„...ià the extreme  varia ; 

' tidn'inthéneeds of its customer  industries This  
- atidri places a special - burden On the textile industry% 

' abi,lity to engage  in long-term "strategie cor'pofate 
, planning; To'illustrate: most sectors'of the apPar,4 2  - 
indiiStry: Operate 	a,highlY seasonaf.büsiness ::envi ,--: , 	 _ 	. 

.tonriient, require a large  range of  fabrié  styles and

-`patternsin'srriall-1dt§,..,and,have short déliv,erY'lead-
tirrieS.'.At the other  end of the spectruni,`thè  civil =: 
engineering  construction  industry requires à limited  
range of high-perfortriarieé, Cdrisistent:quality geote.;, 

„ tilés prOduced to the Most 'ekactIng - SpecifiCations,.and 

estimated:that the dutput d`f the teXtile 
-try is, directed, to theSe; threerriàikets-in the folldwirig 

-,respective  pràpdrtiOris:.4S,35 .:and 20 pereeriti 2calcn-: 
- fated  on  a'Cuniurative fibre-weight basis. EXarnPles.  bf, • s 

:-.,-P-iddirCtà for thé hOu'sekold Market rangeftdindarpets,-2- 
..'"forlboth..resiciéntial and ndn .-reSidential risétO uri- hol- : , 	, . 	. 

' --sterr fabric's  for  hbuSehold ;furniture. .7.171-ie-,apeé4.'reÉ 
- market,  Served,throügh'clothing niaritifacturers, - 
encompasses  the  fult,range of garinerit§ 	bOth , 	 . 	. 	, 
fan and military apPlications. ExarnPles pÉptociiicts 
eryiiig_the-indiâtrial'inarketsrangeTfrom: transporta-

tion 'fabricS fdr`Seat'c,overs, headliners .,and'other .,:, 	, 
.teXtif'è -  acce§"sOries;thrOugh . bandageS, ganies-  and 

-" dressings  to'feltS Used.bythépaperrnaking industry:  
Expdrts ,aCcotirit  for about 13  percent  of  all -  - 

Caria-diantektiléshipirient&i- and comprise  rriainly , 
artificial  fibres, filament  Yarn§,•cariiHetS andreoàtett-- 

:- fabricS destined  for  the ET.S. ami-EC markets . 

	

pornestic textile .rrianufacturetà .  suprey'.abdut 	' 
66 -.percent  of the  Canadianinarket (on a value basis):  
Imports  acCotuit  for 34  percent  of the Market, and 	, 

.70'Percent;Of théseloriginate in develdped:, , 	„ - 	, 	„ 
eountries, With  the  U.S. and thoEC being  major 

 sup-Pliérs. Lows.-.cdst eonntrieS, howeier,,are gradually 
_ ineréaSirig d).élif Share:Of  total  

'Textilesç-'dOrriPrising fibieS; - ,yarriS,''fabricS and à 
Wide range of  end ProdUcts,iare-derived:from natieal , 	„ 

, 
 

sources  (ç-Cit-6:51-1, silk, fl4x aiid;Wobl.),,fiettochemiczals 
(nylonarid -PçiiyeSter)and  niôdifièd wo'od 	(rayon

and  aCetate). Thé Canadian' textile'industrY aécess» 
to raW'rnaterials is comparable with that Of other: 
:induStrialized_cduntries: Fibres  frorri riatual sources, „ 	 _ 	. 

:Prirnary te'Xtiles (SIC Maj
•
or Graup 18) CohsistS ef Mnufacturers of.' - 

artificial  fibres  and filamérits;,yàrris an -&-fabrics; and  in'-hou'se dye-
ing; printing  and  finishing procesSes integrafed-With yernsand fab;ric, 
produCtion:  

2 , " 
" Textile products(SIC Major,droup,19) CensistS'of manufaciurers OC:"' 

CarPets and rugs, caiWas geoid's. ; narroW fabricsj.hOnieholcf-pïoClucts 
,Of textile materiels, -nonwoven febriCs,'ffygienle  textile articles  tire 
card fablici, miscellanea -Us textile preduCtsiand.the  commission or  

‘-contrael textile dYers, printers  and  finishers: 'nines!  of the  statistics fry, ‘: 
this pa -per, Coated fabricssand fineletirn,floOrCOYerfngs  (SIC 3993)  

	

 
are  incltided with teXtile,produCti. 	 . 

	

, 	.  

, 	Figures:cire'bed  on 1989 data ubless Otherwisè,ipecified: 

Net jriCluded in this 'definition itilE,i'motr, nroliicle fnbtic -Ciceeàsoriès 
indùstry,pc 	WhiCh-  he'd shiPMents 'exceeding $1 billon  in 

1988  ond einployed abeüi 7p00  persons in 26 establishments. This  
iridtistry:SupPlies the autornotiYe industry wifh ùpholsteryproducts 

, 	and-fabric trim'S. • 	' 	' 	• 	- ' 

The apparel industry (SIC Melor,Proup 24) comprises some 7-, ; 
2 600 establishments emPleying- . 115, 000'persons, end has  total  
siiipMenis of $6:8 billion -. , 
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TEXTILES 

for the:most part not  made  in •Canada,'are.ptirehased 
-:1:;y:Canailian'textileCo• rnpanies:  in  world fibre trading'', 
.Markétà.at competitive pric'e -..::By. eonà-,ast, - irrany" 
fibres  frera•the other:seurces (referred te.as'artifiCial),; ,: , 	_ 
are  ndefrCanada : : 

Capital iriteiisitY is high in the prirnary teXtiles Sub. ,  7 

sector put varies widely,within the textile produets 
siibsecton Carpets; rugs; '15 .rimary textiles ; ',nen-Weven- 

-) ,fabries-, hygieniotextile articles and  tire cord fabncs , 
are  alsb capital intensive. While:ethers,.-such as , 	 , 	, 	• 

'draperies and cUrtains or bedsPreadS and coinforters, 
rely  on the labeur- intensive, ',cut-and-seVioperatienS ' 
that ate -more akin to apparel inanufaCturing. 

C,oriCentratiemiS'netabléin the PriiiiarY'teXtilés and 
. senie textile -preducts areas (suCh-a'S bedsheêts and 
-pillowcases, towels,  and  c,affietS and rugs' ) becanSe of ‘ ,: 
high'entry bartiers;,Fleveéver diaélto intense import 

 pressure, thiS  concentration  is not theught te -have 
resulted in a.lessening  of  ecirripetitiye behaviour: The 

 \mine  of  ShiPinents  of  the top 7 percent of all textile 
firrns' (73 éstabliShments,leaCh with inerethan 

• 200 Werkers) accourits.for 

	

	Pereented-total induStry 
outptit.' Maintained by eaSé  of  'entry, fragmentation Y , 	. 
is perVaSive'in serne PriMary  textiles  areas (sueli." 	, 

.as knitted fabrics);and' in the textile prodUcts.sub-''' 
sector;:where small eriterPriseSarePredoininant:' ,‘ 

Foreie.oithïei's'hip àèceurits  for 60 percent  Of pri 
mai-y:tektilés'ShipineritS'and-isPart icularlYhigh  in  

fibreS;'iefleeting the SignifiCant — 	. 	 _ 	, 
of  fereign-based multinaticineenterprises  in  the 
Canadian petrocherrikal complex It,:accOurità 

- 
•  

30 pereent'ôf shiPmentS'in-Carpet's , ând fries, whereas, 
for rrieSt ef the other areas; - Canadian ewnershiP .1s . 

 predeinitiant.`, Canadian Stibsidiarieshaye generally. : 
 been giVerireXtensive Preduct-deVelopnientôt 

marketing mandates  aricrfinatiCialor teehnical , 
suppert>by:theit parent .cernpanies-. It should alse be , 
neted.that fiye majer -_,Cariadian;ewried textile firrriS , 

 ,have  foreignoperatiens that Produce thé _equivalent 
of  18  percent of  Canadian'  production In  faet; --one 
Cariadian-,baseeinultinatierial rankS-ainerig"thel ,-, , 	 , 
'lb  largest  textile  firms in North  ArrieriCa,1'and is 
,20thcin.theworld -  

Vcrtical integ; a"tibn:is SignifiCant- in thé Priniary,' 
textiles,subsecter;,yyith:seYeral preducerS-Spinning-

- their ori .:- Tar-n; and:ferming, -dyeirigiand,finishing 
'. fahricS,The degree of vertical  inéegration Varies 
ccinsiderablywithinthe textile, predUcts Subseetet.; 

I  Most of  the CarPet aridinigs:area,h -as:majer prodiicers,-3; _  

vértica4 integrated to inelnde yarn, Carpet /and rug 
construction,  and dyeing and finiShing: HoweYer, 
'except for towels and sheetà, there is , littletipstrearn 

, integration in:other : textile PrediietS areas. Alse, - 
 theaPpaterindUstrY, ,as well  as  ether  major  Users  fur 

 nittireand`autoinotive),.are not VertiçallY iritegtated 
into textileS,:althouein some CaSes ,..(siichas'aiiterne. 
-tive), there are-CleSe-links.beteen primary  textile 

 :SuPPliers, and the indutry.:  :Merle  is little dOWnstream > 
integratien froMprimary,tektiles  and textile  produ-Ctis 
rnantifâCturing through 'distribution (whOlesaling and . 
retailing)'te  the  ultirnate  user  

in986 (the lateSt Yearior Whieb. figures 	. . 	- 
:able); Qiiiebee, acceunted  for 51 Percent of rdié' Value " 
of  all textile shipments,  Ontario for 43 -percent and 
theethér provinces  shared the reniàinihd 6 percent  of 
shipments. New  Brunswick, Nova  Seetia and British: 
ColurribiaaCceunt for.meSt . of the  textile production ‘ 
Outside Qùebee and Ôritaii.O. As a Ceriseépienee 
the  historicallyitriportant COMpetitivenedsvariables 

tà hydÉo-éléetric PoYzeri'abündant,water, 
 resourCes and a stable labour  's,upPIV 	most textile 

production stil ,Oecurs in.Srhaller, urban eorninunities. , 	„ 	. 

uring the 1980s,  the  'textile -industry:achieved ' 
 several idapressiYe restilts. Produetiyity exhibited, 

better-than:-average performance, and profitability , 
,‘ and expert  orientation  irripreveil Thé import Share 

of the  textile' market  waS stable in thefiÉst half  of  the 
'1980S, 'but gained slciw,l}r  in the seeond half: ' 

: In the pOst,,War period,  competition  in  bOth;the . 
textile and  the apparel induStiies,:intensified world-

, Wide  The  deVeleped countrieS responded to corripétV 
,tiye presSiire.frotn-low-Cost coûntriès by establishinà 
the Short-Tenn Arrangement On Coton Textiles'z'r, 
(STA), iri-1961 'and the  Lengl:Terrn Arrangement on  
Cotton  Textiles: (LTA) iri'l,.0,,By . 19714; as cempeti-, 
-non from :lovv-cest sônicès -rskread te Wool; and artifi- 
Cial textiles; thé VTA was rpelàcéd 4. the Arrange 
ment  Regarding International Trade in Textiles , 	 , 
(pOpUlarry.known  as  thoMultifibreAr'rangénient or , , 	, 	 ,  
MFA), à GATT-Sarietioned-depaittire from'ph -e  basic  

QATT•safeguard  provisions  It alloWs -member coup, 
tries to riegoéfate 1:;ilateratiéXporire`straint,:agreernent - 	• 	. 
for  textiles 'and:appaterwith leWkost stippliers= in ,- 
cases of market disruption. The objective is to,contrel:- ;  

.-the:greimthiateef disruptive imports  fiernspécifie 

= 112; -  
_ 

INDUSTRIAL: COMPETITjVEN.ES: P, -SEdTORAL 'PERSPECTIVE  



TEXTILES 

-› '.c-ohntriés .  into. domestie rharkets, while alloWihg, the : 
ffeeted-indlistries time to.adjtrst....• 	- 
-',.-TheirnpOrt-restraints'iinder›the'MF/1 n.,hâvé.: 
prcjVided'sorriebreathing sPaeefOr-dOMestieztextile 

- -niariufactùrerS,''eseeCially throhgh  the  broad coVerage 
of  ap* Parel'impOrtS. H,oWever -;, lb:W.-Cost corapetitio. 
has dainaged.thegrowth:pbstential -Of the te-Xtile;7.',. - , 

..indListry'l;eCansé  imports of  hoth textiles : and :aPPatél- : 
-*- , , ycontinue  .tô .grOw27 at faStér- rates;  than- . 

,.,'.rnarkee.`- , Partially`as-ar'reSult  of the  
anritiali,import-growil-Y,Provisions .,;inclùded: in restraint 

• 
 

agreements, ».'and -  the  IdYv coyerage1( Ll  percent : of  tex, - • 

tile., imports) p,roVided  in  Canada's restraints  on 
textiles, . the rricirket .sliétrè• - (valtiehasiS) 

:,..irriports  of  textiles  .roSé,frorri - 28,Pereetit ih1973.,to- 	• 
1.4*.pereérit'in1989."LoW lcbst Cotintries'aCeotinted. -fOt: 
apprôkirriately. one  third  of  these- ii-npoit, (1t percent  
of the 	Canadian  market) For  apparel,- it . r0se 
from  14  to  28 'pèrcét;:héli3ed by  a giowifig hytinher .  
of  doinestic ..Mantifacturer..Who-  -either replaged.or. 
supplemnted'do' 	 p'dite'd 
products'41 	althotigh:total: "imports  supp ly • 

than..10:'-i'sèreid ;Of  the  tektile.maricet,'ahout half, 
of 	 "-- yese  imports ,corne. , from ,,ow,cost sources  The  

for  textiles  
. ..thary‘Cariada',s:.' 

L5espité.raophtirig  import pressure,  thetektile•::-. 
çoritihtied to Shffiv reat.gtoWth,iributptit,,;- 

althoùgh:-this.  groWth-rate.didnot match  that 
• 

 

imports  Or domestic- taàtkéts: ThuS i . teXtilè Shirmreiits 
;.(constant  dollars )  increased.'at .art .a.Verage vannhat  rate 
of .L.2 'percent  from '1973'tO11989,....with faSter:gtOWth, 
occuirirg 'during the 1979s  the:sârtiie j-iet'ipdthe 
dorriekic\ Market  for  teXtileS .,: greyv- at an ,average  rate . 
of 1 : ..6 Pereent,,With,faSter .'grOW tly:-oecu- 

, the 1980s The  nrodétatè 'growth-  rare of thiS- Market 
,.--.--.réflécts .-its-n-iatnrity.„,Iteoncéals, , hOWeVer,•:nOtieeable 

diffetelièés,  in the  grow-  tli•Tates:6f.its three-broad - corn  
- porients'.. For  example,,  in terrris-.of  volume  ovr he, 7 

'1')Mt .dèçadè'àr SO, "deniatid for lio.usélicild teXtilesi-S-- -> 
estimated :td have giàwh at â yearly rate Of 

P-erent,a4t1,itiélùstriql  textiles 
- • • (as  the  re'Siiit  of  neVv - erid , nseS-,shch'as:ebrierete  rein 

fOrCerrient; ground,S -tab,iliiation .  and CorripOSieç  mate - 
yearlY rate fof -4. -tb-5: -pereent. For•technical , 

,on'erigineered  textiles  used  in  high,-;perfOrinanceappli• „ 
,.;.s.„cations,  growth:rateS:, ate- -estirriateci to exceèd10,pércent.%.,_: :  

À1liouh.stàrttng -frOrà  a  sine' 
(Coristant:d011arà) -  inereased 'at -an  average  ânrivals rate 
of 7:2 •percent  from  1973  e0:1989 ‘.ÂnrinaL iroWth w.aS 
'slover-after 1981.„tharybefore,-Sùgie sStirig:that , export . 
,tri,ariet\dévèl.OpMeht- remains:a: Challenge, -  „ 

AnOther indiCator  of  industry Perfbrinanee is  labour  

pro-d.u"Ciiqii.i",(g)Pin. Constant dollars ' pet,persbn-.-hohr.., ,  
, Worked).-131etweèiii9earid'1988,-.the'tektile-indiery-,.- 
i-achieyed,firodiictivitY,gaihs., of ̀3.3' perCent. annually 
:Growth'Was - en-fastéeelhring  the 1970s,  at :• 

&percent '-hètWeety . 1971 and 1981 In  both,periOdS, 
prOdiictiVity`growth 	fateXceeded- 
that- Of totattnarinfacturind which giew at  1 8 and -  

oVer,thetWoreSpective:periods-:, • 
,Conseeitiently:i..hy'1988; textile prodnctiv_itY:JéVels 
were • at :80.pereent'.of the level for all mântifaethring,- . 

,- 'Compared With 55 iierël-it  in 1973  
As ,a result  of  itS good  productiv ity  performance,  

the  'C.anadlari - in'austtji, is: at p#.vvith:it 
part-2.Frorry:',19,75 :to,1985-;.- theÇatiadians ihduStry-,. ; 

 .reStnictured-and;Rnodernized.lt_foeu -SecEori-a-ChïeVing 
- higher.  speeds .and lbhger, production  runs; and  reduc;:.` 
,ing  labour  content.' The  ihdhstry:in Çanada> ...rnoVed 
fastét..than,thé t.1.,S to irnplérrient,thes.é.cheiges 

.-- bee- a-ilse . of its comp'aetness anetgreater  import  
pressures  Sihçe  1 985; h'ci‘yesier„ thè ,"P:S. ha.S.'hèéfü, 

. • Càtchipg up 	, 
, In the'15.80s;.thé:after4ax  profit  

on"invesunent) in: the  textile  incruStry èïther-rriatëlieà 
ot.SurbaSsed .0w;a11-rianufadthring.average. -Fôr 
eXany' Ple," - in-1987.the , textile -:.indhstryr repOrtedà.  

'. 10.9 -percent rétûrn coiripared -..With  8 percent for all 
Marinfacttiririg.- ...ln the U S textile  _ inclüstry,-from 	. c. 

_ .1979 ,  te. 1985,.Profit"(teturh)  on  éqiiity was Cons1s- 
tenttY.toWet -than'that for ,all'inanidatttiririg,1:::.-, 

The teXtile'indhstry- 	 teXtileshas .̀ 
good  investment:record...(réflècting 	 • 

..... , ,-OVer,the;:fie Years-ending  in 1989, - an ''average of 

 :altnOst. 7 'Pei-Cent'« Its'Valtre•..of ship> 	 constant  
dàllar'sywgs -éleyoiçd-ro -.Çabital*ahà'r-çpaitlexiietiiiitutes 
for  triachihèry,:ecit4ipmerit  and buildings,  compared / 

.; with an aVeragë'of 9 Per' Centfot all iriannfaettiririg:, 
.2 .-However;/.sàrneareas:fot eXaMple horriefyirniShing 	• 

textiles 	masS-..prOdrided prddh,ctS such  as 

 tOWelaandhedàhéets), likeiihad.-SloWet‘tated: of 

 adoption Of adVaneed'..teehriolOgy, ,pullirig‘dowirtb, , , 
aVerage-for'the induSti-y". 2  

. 	_ 
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In 1987 (the latest year for whiçh comparable data 
are available) ;  Canadian capital expenditures bY the _ 

. textile industry as a percent of shipments were 
- 3.6 percent, .while those" of the U.S. industry were', , 
3:1 percent. Although in both eouiitries the'pereérit::: 
ages were higher foi=  pfimat-y textiles than'for textile ; 
products, the;Cariadian peréentages werehigher . - 

. than,those of the U.S. 

leà to the good perforinance nOted intheprévions"' 
section. The industry's weaknesses are - its laelc7oe 
strategic-positioningon domestic and world Markets 
and, for the Majdrityof,Smaltand-mediurn-:sized busi-
nesses nriaking upthe indû stfy,, its imdercleyelop" éd 
Capabilities in forward  planning, marketing,  distribur 
tion and'other  non-production  Variables. 

Freart the'Mià 1950s to thé early 1980s, the indiistrY „ , 	 „ 
concentrated its strategiç planning on responding:tà 
the international challenge ofloW-cost  imports in  
Much the  saineway as  its  counterparts were dbing  in 

the U.S: and the EC:It redtkedihe high-Cost labour 
content through capital investnient in labour-Saving 
technology, Creating larger andmore-specializeaprO- , 	, 	 , 	, 
duction units. In accornpliShing this, the industry :  - 
relied heàVilY on that segment of the domestic , 
apparel industry that manufactured lông,;run  standard  „ 
apparel:  This, is the segment that is Most vulnerable - 
tolow-cost  imports and rioW faces increaseçl competi-
tion from the U:S: 	 , 

This situation began'chariging  in therriid , 1980s, 
When thé marketPlacecalled  for  greater  design
content, variety and service. 'These demands affected: 
traditional Markets Such as apparel and household 
textiles, as WelfaSthégroWing ,Market  for  technical`- 
textiles ; This necessitated a change in focuS-in the - 
organization of production: FÉOin atterntaitie;to gain 

,eéorionlies of Scale through ProlierSpecialilatiort, ' 
the inàùitry moved' to ,erriphasiieflexible prôductiOn >-_ -  , 
Units that -cotild Make a wider-Variety:of products  in  ., - 
smalt7sized iuns, ,for which the technblogY:Was 
beconting`More available ThrOtighont the latter Part 
of the decade,,the industry increased'its irniestrrtérit' 
:in-théecjibmeht"and  expertise  needed to  service  
these derriands: 	z 	, 

e investments of thé 1980s  and  the  resulting 
improyed abiliryto service ,clientS Was not:fully 
appreciad-bytheaPparel industry,' due in part tO 
Poor çonamUnication:, Manufacturers of fashiôn.  
apparel Cornplained Of the  textile  industry's ,inability 
to SerVice their needi. This:might, haVebeen exacer-
bated byl  the  relative absence of  clOse- 1.inks'hetweqri' - 
the'tWoinchiStries, especially_ in the .iilariagerneht: of 
ttle:productfon and 'inerehandiding,crele.a,"7en 

'flexibleProductiOri, it is iinrealistic.to ex-Peet rite 
• small Canadianitextile'industry to reSpond adequately 

- to  the full range of demands for Yarrtand fabriC, , orfor`i,, , 
exclusive  products-  for:Certain sectors  of the doWn- . 	 . 
stream apparel inditstry,'(Women's sportswear). The 
disadvantages of gaps abang the prodiktibri chain 

(textile-"apparel-retail) have been recognized and 
are  beitig addresSed with inereasing Contact- and 
exchange of information. MoredVer,:yvith the  FTA,  

_ 
_ 	, 	, 	 _ 

the  Canadian  textile  prodikers havé a large enough 
:Market to broaden their prodikt  range and  therel* 
. better serve Canadian clients.. As Canada-U.S...tariffs - 	„ 

	

arereduced; apparelinantifacturers 	alsb  have „ 	_ _ _ 	 , 	/ — 
acceSs td U.S. , fabrics atlower landed 'costs: r 

rbespite the adjustineritS to' more  flexible  produe3" 
tiort,'for most Cariadian-tektile -finnsserving the . 
dorneeié,market, Cot : cornPetitiveness in Volume pro,', 

 duction of standarà'godds agairisilarge-sCale prodtk- 
érs in thei.i.S., the EC and-Àia réinâins, a challenge
Ffrrns have increasingly réSorted tnprodticirig,spe 
cialty  items  in ordertô-carVe out domestic' market 
niches for themselyes.'  

, The hotisehold -inelustry",still comprises small, erag.- 
, mented, locallYbased firms with  labour intensive  - 
operations (except'fot Carpets; and,Some prodikts suCh , , 
as bedsheets and tOwels; Wheresorrk rationalization ; 
On  a continental basiS is Well under_way). AlthOugh „ 
these' charactériStics tend to b,é assdciateà With under-

' déVéloPed marketing ririethôds and  distribution  net;"- , 	, 
- works; they maY reflect latent stréngths'in termS of 
_> responsiveneS's; service to' clientS,and:fleXibility.(They, 7  

also havediffering efféCts on up-StrearrisuPPliers. 
,W,hereas theforthergroup  of  'producers ",(carpets` and  . 
bedsheets) tends to have, larger; integrated 'oPeratiOns::, , 	. 	, 
wfth,a high degree ôflinkage.VerticallYfromfibres 
through - to rétail,';therest:of-the household indtiStrY 
teriàS to be  widely ,di'sper ed'Éei)graphicàll, requiring  „ 

: more  frequent serViée -v.;i0i,srnall i  inore-Lcostly;: - 
 , shiPrnents., 

„ 

Strengths ',will Wealç.rïèsses, 

The strengths  of the  textile ‘inditstry are  its  capital -
intensiveneSS, its coinpactnesS, its soUnd:productivity 
record and itsup-to;date maChinery: These strengths' 
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As the-WOrld%  textile  industry has:becorael'incteas i,;: 
.,,ing1Vcapital`intensive; so haS 'Canada's: .  Tee' olOgipal 
:progress made by' rn_achineryinannfacturers,inainly ._in 

-2. thé ÉC; the  U S and  JaPan;.iS-available'tO all users' 
The relative absence  of textile machinery 

, 
	manufac- 

turing in Canada -May..distanee Canadian. textile 

 '-‘-p:rôdticers - froini participating in ,deyeloping-'neW,, 	„ 
technOlogies',.and,: therefore,„earlieSt;p6ssiblense.,' ;  

.However, theY'' are .qu iek -  to adOpt7,availàble new  tech-

nologies and are increasingly-  _engaging.in'applied 
ProcluCt.and:proces,s'.1=grb,,,CornPutet Integrated 	_ 
garinfacturing -(CIM)'iS ContribiltindtO;higher`qual-', 
ity  and  better client -se;-Viee;:'and---there haVe :been 
impreSsive adVances,  in the production  of techniCal 
ôt,erigineered textileS for industrial .applicaiiOns; : 

In the  past, -the lack''ofa- Sustainecteominitinent to' 
exPort: Market,dévelopmént, acr'os..mok Of  the  industry . 

:'.1-1.-aS been a majohrripedinient to 'international 
conip,etitiveneSs. The Canadian irichistry'srieed for ' 

.such  a  corninitment là 'stronger than - that  of  
,  and  ÉC -  càiinterpartS,' which haVe,signifieatitly larger, 
•; • .elipmeStiC:markets and;r -conseqUently, g- reater,opportu:, 

nities-  to attain-ecOnorriies of scale -  and  signifiCant, 	• 
domestic inarket:shares. ,The FTÀ iSieXpOsing  the  

.1 Canadian industrY tô;the.  rrinéhlargeto:a'in‘4à. 
and`to àpportunitiès tO_prodUce.and,sell . 	. 	 - 	. 

- ety; in=sinaller_quaritities,.of specialty, 'differentiated: - 
 and faShion:oriented goods..'Canadiàrx -tektite. eXPorts_'..- 

- to the U.S..are indeed increasing ;  reflecting_ greater 
marketingefforts,  identification of niche markets

and  cross border  ratiotraliiationby international 
...firmS.:What - is .nOt yet ,  clear is how effective  and  
Widespread these respOnses  are,  especiallY.":oVer the • 

- long  terni, and  the  extent' tO Whieh the _industry, ià , 
àcting'ùponfthé trend-tO global  production and
distribution. 

- Lack of Wc6ordinated- approach to professional tex;. 
:tile-trairring'has. also ,been a drawback in , attracting; 

 goodpeOpleto both  the  teChniCal and managerial. 
levels:of  the textile  industry. In Canada there  are few 

cOmprehensive imiVersity or other post-:secondary , _ 	- 	. 	_ 
textile  PrOgramS. At  the techniCalleVel;  on the-job  • 
'-training  is tried,but there are  no  forrnal apprentice.; 

, ship prOgrams, not , is,theresufficient emphasis-on 
-':irriultkskifls education. FIOWeVer; the Textile , 
-.TedinologY Centre,  in association  with  the  CEGEP  
at,St-Hyacinthe,- ,.opened in 1987, tO prov,ide quality , 	_ 
service 	only in induStrial  training, 	in  , 	• - 	„ 	, 	, 
testing and:R.:S&P. FUrthenriore,  Mohawk  College' 	_ 
reSinned part ,:time:Prograrris  in  he falV.Of 1990: In  

- Committee Of the Canadian Textiles InStitute  and  
:EMPlàyment atid ,4tnigratidq-,Cànàda: 

As a suhstantiat User Of ChernicalS, largely, in dye.: 
 striffs,..-the textile:industry iS:required-to addrésS signif-: 

icànt Prôtéetion iààues. 	thepast, „ „ 
Canadian textile marrufaatirers havé abideby  local  
and  national  reqUireinents for ,enVirorirnental :  control; 
Crinently; they are,facirigincreaSingly,stringeht'Stane -
dafds undéf thé Canadian Erwiràiimerltal'Prôteetiore „ ‘: 
Act  and its regulations governing:the qualification  oft, • 
Chernical'substanCes. They  are-also faCing  possible  fee - 

_ 

.inereases  for the  certification of trade  secret, preiducts 
with the Illazardons Materials InfOnnation:Review 

. 	 , 

CoMmission. The industrYiiS tôncetned that.the 	. 
Creased eos- tà of meeting these neW requirements - 

rrray adveisèlY affect theCompetitivéneSs of its pred-
uCts; coMpared With thoSe offoreign competitors who 
are  nbt stibject tO Siinilar‘Commitrnents -: ,ThePositiVe 
'side of thiS,sittratiOn is-that hy being ,Compelled to 
meet tOughdOniestie environmental -  re ulà.tions, the 
induStry.maYbeletter positioned to enter foreign 
Markets where enviroriniental regulatiOns,are now,,of 
wilrbe, equally Stringent; `. 	- 

With  regard to hiiniitri resources,' the textile indirStry - .., 
is 	

, 
edneerneçl .vith future avallability,Of well-trained- 

personnel, 'although ,this is -tiot a  major  probleni, at 
2 present. The induStry haS difficulty attracting tal- -` 

ented  people due.to  the per'ception that Wages  are  -- c-• 
7--  lower and câteer grOWth'opPortnniiies hmited  In ' 
faet; the average  textile  indUstrywage-helieS" the  " 
opportunities  for  Well-educated; Yip -Unger Workers: ; _ 
entering the .industry. TheY,-can,aspire te, à Salary_in 
excesS-Of.the induStryaVerage-becauSe of SuperiOr 
advanced -technologVand'ruariagerrient skills 

.addition; a'gàocl deal of WOrk is'being ddrie bY  indus ' 
try;:labour and gOvernment to imprôVe human - 
resonices.',Industrycorrunittees are identifying.the - 
rieeds  of  manufaCturerS for employée,edueaticin, 
d,eVelopment :and training; improved  communication,- 
and  an enhanced-image'. ThiS,partnershin  initiative  is 
thé result .cif  an  indnstnal acljùstment,agreernent , ' 

ibetWeen the'Çanadiah Textile Labour-Management s: 
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f ,  

, 
Outl~okforthe: 1-99(14  

GiVen the already,high  standard of living  aChievedby 
Çariadiansàong4erintrendS;ineonstuner dernand  for  • _ 	, 	,• 	 , 	, 
hoii.seholclièXtileS-and apprel will bé dtiveriprirnarilY, : 

 bY the rate of  houSèhold formation and the rate of 
-,p9prilatiori-growth. The:.Cariadian  rate  bduSehcild•' , 	, 	„ 	, 	, 	„ 	_ 	. 

.formation   is ProjeCted'to : decline,in the 1990s; while • 
PoPtilationlis expeeted to  rise at a  slow rate Future  
growth:  in  dis'posable incorrie:Per Capita. willPiobably 

' 
 

have  only  a  limired'impaCi  on  doineStic cOriStirriPtïàn. 
(Çonventiorial 'eçonoriaiétheory stiggeSts that beyond 
a:certairi level  of  iricome ConSuiriersdireCt/a decrea's- - 

 ing  proportion of  their discretionary incorneS to , 	, 	- 	•, 	_s• 
certairi'comrriodities such", as honsehdld ititriishings - 

• 
 

and  apparel.) The:aging Of the Çariadian poPnlation' 
is also ekpectéd tà have negatiVe impact on-these 
rnarket  This  will nOt be felt'until•thelate " 

' when the large Baby  Boom  generation will enter the 
,oVer-50 age group, , w,hich spendS:lesS,on these itemS. • 
GiVeri theSe factors; it is-pOssible that  the Markets for 
lionsehbld  textiles and  apparel' Will Sh6W-2negligiblé ; 

; growth in thé 1 990s,, 	not exceeding,1 Percent on,. -- - 
average, Furthermore; when the.effeet, of increasing 
imports  of  hOméfurnishings, aPparel, -and fabrics for 
use in  these prOdUcts is factbred in, it would be 
reasonable to exPect that theSe markets yvilt deCline; 

,,_:•'althoughthere should be,grOwth Pôteritial iri,their;: 
upper'  segments ., 	 , 

In Contrast to.COnstirrierdeinand  for  aPparel  and  
honsehold  textiles,  Market 'dernand  for  ' industrial tek-

:, tiles tends,todePend More  on the  lévétof overall 
economic activity and on the diScovery ofinnovative 
applications for teXtile1-nasterialS. RaPid grOWth is• 

?exPected,  in  this  market  because the , drive  .tO .redUce 
mantifacturing-  and  oPerating .  ço-Sts:énables'. 
and  'textile,-reinforCed rriaterialS,,to broaden:their, 

 share of components inautomotive; aircraft arid', 
grOund-based  mass transit syStem applicationS: 
while growth.prospects for the textile industry for 
apparel andhotiehold textiles are liinited  in thef - 
domestic market; and future  expansion will  have  to 

ekporu,-market driVere, there àppearstobe rriOre ,  

$étorâliÀüeridli.  for Internatiom 
COmpetitiveneFis, 	, 

Thé Outlobk'for thé 1990s- provides à poWerfill stirriti-
his for the textile industry to reconsider:itS•attitudeS 
and strategic'approache's: The foçris Clli thé domestic 

• market  is increasingly less  relevanand, desPite SlôW 
.-growth'in the U.S.; , the v,ast'Americari market:: 
; provides opporfunities'f0r significant 'export -, groWth 

• • based on the disPlacernerit Of existing lii`gfiçost ,': 
suppliers. The teXtitéinduSttyrealizes that a More 
otitWard;loOking prientatiori will place.,,it  in a  better ,  
p-oitiOn'tà Capitalize  on market  opPorttiriitieshete 

' 
 

and  abroad. Further i  it:recognizes that its future 
viabilitYls- fOnrided largely-Onits àbility to prdduee 

hie;quality, highf-value,-added product for speeifie , 
 markets,' and on  ita-'Product' iOn)fleXibilitY.,ÉloweVer, •.:; • 

; it iS likelY that 'a majority of the siriall bUsinesses 
• operatingin this indiiStrY laCk ;  the  iritetnal 'expertise 

 oi-t resotirces to analyZél.the facto-thât will  affect  

The•integti'an of frado:in'teiitIles'ancl Clathing 
.; be achieved duiirrg the ,rie .X.t 10.)4,Ors:' It  will resolt frarri increaSed- 
groWth`kciars  and the  iérnOVal of pcirticùlcir'itediS frarn:Coerage,••• 	. 

• -:Çonsnci'uàhtly; s'Orne aieas r,way. faceirrieg iatiCi n  into the.GATI.  at,an,; 
- .: - early•itaje in•thè . jrdnsitiorr'period,  

,S,Copéfôr expansion in the 'ddmestiç and expott'' 	; 
markets for  industrial tektiles:',Éstiinates do". 10:to ; 

percent  'growth' in thefor MorehighlY'-- , 
engineered-textile  constructions  over the neXt:severat 
yearsare especially pronaising, 	 . 

, Muefipf  future  grOwth_in world textile coriStunp;'-' 
tion is' exPected to -Corne frorn•rnatiirinenaarketS, in  

:develOPing-  C. 0,iintries.:World 'fibre `consurriPtiOn. 
to 2005 is 'expected  to  grow, a.t,an arinnal rate of 

, O 7 Percent in developed' countries •:and  2.2 percent . 	, 	, 	• 	- 	„ in developing countrieSsAt the same time, the trend,: 
' ;tovvardtradéliberalization,-4i.own4 the nA and 
negotiation of a NAÈTA,:will further continental 

'trade: SuCeeSsfiil ,conapletion ofthe`MTN'(inelticling e 
, the phase out of the  /V1FA ) Will further the develop.: 

ment of  global trade, particularlytrade iri,elOthing ; 
.."and teXtiles. ThédYriainic,World, trading, environment . 	• 

s is expeCted to Ca:risénnprecedentedChangeSThe - 
potential  for  empFOyinerit and Market loSseà ;  particu-

' , :lady in traditional 'product lines, alâng With thé 
accompanYing uncettairity,',Will'put a prerniutri  on  

, 	1ôrieterm àiategic,plarining and_adapiability. 
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TEXTILES 

, 	 • 	 , 	 „ _ 	 „ 
their'Cônipetitive performance  in the fliture. TO 

'itransfoirrythis knoWl_edge into-Winning  business 
 sttatergies;theSeifirins vvill require - Outside àsSiStatiCee 

frotn:Constiltants  or  otber'SoutCeS. 	• 	, 
The ,a:CljtristmentSiteqüired to move  in the abbve:,  

directions  will itriPtbve çàrnpetitiVeriess;: deSpite ' 
' .a.ntiCipated increases  in the  lever -of  imports  On:the'. 
. Canadian.market: These  adaptations must addreSS 

à.tarige : of specific, probleMS, since it will not be 	;= 
enotigh to,felcus oh One:area: ImproVing productivity 

-wiltirriprOve corripetitivenesà; but  siistained cbrripeti-
tiYenee is'dependerit upion à more broagilYbaséd 
apprelaCh thàtstakes into aCCOunt-itheprineiple  of 

 -Continùôus irripioveinèrit;',In 
Posed that-the textile industrYconSider,the,folloWing: 

Marketing and  Strategic  Planning  

'..:Resliàpp the  business,  Whefe necessaryi- -.sà that 
 firrns' have the  inherent:flexibility iniruinan, 	; 

reSourees, SySteinS-and-technology .ti:-?1 take advan- 
„tagé of matket:Opppottunities beCurring anyWhete-
in the 	instance,,the;teChnical:br engi; 
heete,d'teXtileïrharket is' one  Where- ManufaCturers- 

' :shoUldbeptepared to reSpondto"oppOrtutiities ; 
 .since ità‘ major> cOmpetitiyenesS,factOrs are know- , 

, ledge; service and  quality, tather"..,thari, cost 
-"le:Continue the shift  toWard Malkét;driyen  versus  - 

:y(PrOduCtiOn-driYenihanufaCtriring, hyfocirsingOn-
,Value=added- prbanctS and ihnOVatiVei'ServiceS. For  

' eXample,'whete-:firms  are  small, fragrrientedand,-: 7 
.---loCallybàsed, these Characteristics Which  are 

 ,uShally cOnsidered weakriesSeS,:cohlethe'deVèlOped 
' - into' stiengths  in  tetiriS Of flexibility, 'quick,réSpOnse 

: and  superior Sei'ViCe tO'ClientS. 	. 

litthiàh'.Re-scii4ree béi?eiopmerit  
e Maintain a commitment-  to ongoing  training of  

management, design  and pi'd,duion,prsonnèl.in 
lateSt teClinologies inoteler tO; 

-„ • doiercip'tianag'ers who Carilriitiateand Manage. , 
change, designers  who  are world:ClaSs,. and niulti-
skilled worker's WhO  are  able-tb . Operatea Variety of 
éqüiprnent and learn OUiCklY and,efficiently 

e”. PrOthcite,.tbgetheiWith".ùniYersitieS and c011eges,,,-„ 
the Myriad career OppOrtunities  in the  textile: 

, 	 ,;- 	,' 	-:„  

laboht-inanagetnént: 
;WOrkingrelationhips', theanihgfhf:emPlOyeepartic- '' 
ipation, and càteer development progtams to 	. 

- improve:theability of the industry to attraet quali- , 
fied personnel and tà Secure - commitinent to quality 
and:innovation. 7 : r  

•‘,C- Oritithre „t6' iiwest , ri suitable Modern MaChihety 
,  and  équipmenuthat js linked to strategie"_torpdrat'e, 
missins  and büsiness plans, ensuring-that this 
investrhent iS'Streported by oPerating-,. Maintenance 
and  lePait'skills.-POr ,•eXatriple;adVaneed rhanufaé-
thrinetechncilogies"cbtildbe - used -to,n.iovie ‘,toWaid 
leadership  andenrri' petitiveneSS --On the,baSis  of thass 

--„:--,,ptodhetion;Or -tà_prOvide coMpetitiVe advantage in , 
rhôte flexible :itianpfaCtuting systelris geared to_. 

prodirets  of consisteneqùafity:In' 
addition, in  sinair firMS, the appi'orii:iaté.,çà.iiibina;..• 
tidn:(5È advanceei)rodUeti:dn ,tedikitôg'y' .;ând mod 

L .em frianagenient  techniques  'cotilçl have :greater, 
7  benefits thànih  large  firms 
• Increase  performance  in the Management  of  tech-

nology,:(iiiclUdingi information ;technotogy)::,, 
• COntinue:tdrationalie'frag-thentea Seetôts :  and  

sCale Of oPetations -
,_;.; and t6 Market unique prbduCtsi ; 

-14ikage's''ànd:Coinnitiriieàtidn: 	• 
• InereaSe ititet;indiistry linkage's artiOng, textile 

:finns, their sUppliers r andtheireldwriStreath Clients; 
iheorpOratingwherefeasible;"adVaneed teChno16- 

interehange).,This will iia-oré-, 
d'oely integratè  market  SignalS''With planning  and 

production cycles  while Maintaining the : distinct ,: 
,  rature and ccebrate independence Of all , partici;.' 

pants  in the production distribution  chain 
• "'Strengthen ihtet,indüstrycortinatinication and _ 

,",',:_:•cOOPetatibri,that i éptild.ié-act tôrtulituallyherieficial 
;. jbiht--,pursuits in areas such aS -:strategic ,,mot et . 

rieW„ProduCt and prOceSs deYetopinerit 
. .. , design and ina4étihg.and.:phothôtion. -ËycililtiVat-

r.:i'ilg closer ,ties, - ,textileintOdUcers, tôgethet With:their 
- -S-upplierS  and  their  èliedts,C6ùldaddreSS maiket: 
,:demandS'and trends. 	 ' 

1, 
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Re search  and DeveïoÈrnent, and  Ïnnôvation ' 
• Increase applied R..(5.1D, placing a greater erriphasis 

on  the creative adaptation of iinported teChnolo- • - 
gies and syStemS to pnrSue international Market 
niches, and on the innoVatiye development ofspe--, , 
cialty, differentiated  and  fashion-:orientedgnods., 

• ExPloreoPPortunities to licensé"proprietary 
inndvatinn in prciduCts.and proCesses. The vieW  of  
textile manufacturers' that their  business  is  textiles  

• needs to brooden to à larger  vision  that inchides 
taking adyantage  of  the,benefits:oftheir Work in 
ladaPting,ôr deVelopingnew Machinery., 	' 

Eneironnierit 	_ 	,  
• Increase  actions  that proteet the environment. 	, 

The introduction of  enVirànmentally friendly,_ 
thinking and ecinipinent often leads':to Cbst sayings -' 
as procesSes are rribdified  and  products are reCYcled: 
In  addition,  an unconapromiSing Commitment tà 
the efiYirorirnent beCornes part of  alè corpbrate  cul-
ture, building 	loyaltY anapridei, Another " 
benefit is that Meeting tough enYironrnental regu-
lationS rnay  force  a fifth to ihnçivate to the extent 

- that it becomes a leader in its  field 

The  Paciliiaiing Rôle of Go`vei.rirnerits 
' 41 adcfitibn.tnthe'actions that Might be Undertaken. 
by  the textile  industry, gôVernments  have  a role to  , 

' ,play : asfaCilitatbrs,. They can proVicié a more stable , 
policy erivitonment in WhiCh the Canadian textile' - 	_ 
industry ean'succeed in its drivé tnaChieYe inter-  

national cornpetitivenesS andmarketing excellence :  „ , 	, 	_ 
' bnvernrnènts ebuld,alsb - do abetter job "at'Coopera-

ting and coordinating :when working,withihe - 	, 	 , 	 , 	,  
Canadian  textile  industrY. Wcirking together,'govern- , 	 , 	 „ 

merits  and the textile incliistry,can build a neW policy , , 
framework incorpniating thekeyelementS of „ 	 ; 

'- . .corapetitiveness:;linman tesotirçes,:SS.h- , financing , : , 
, 

, investment, corripetitive domestic Markets, and trade. 
'CôrriprehensiYe policies would cover:  
• advice  on, and the  'promotion  of methods to 

, aChieve intéÉhational. Competitiveness and thus ' , 	„ 	_ 
- 	:see:tire international :markets;  

• fosteringhnkages arnông Concerned -industries and-
governments;  

• orderly trade.  liberaliiation with à Predictable set of , 
rifles governing;trad& inteXtiles , and Clothinà; 	' 

• promotion  Of technology devel-dpinent and 
: diffusion,  and' 

• , provision,  with industry,,of training  and  adjuStment 
•préigrarnS: 	, 

Ôivén Concerted  action  bibus inessi and :govern- ' 
rhents, the Car,iadiantextile industry can be eXpected 
to.,groW•and beconie more internationally  compet-
itive  The sUcceSs  of thé various industry gronps will  
çlePericr on  Ilà‘V quickly theY talce' action to fridve -; 
`frOni  standard  to differentiated'prôclUCt 	and 

theymaintain Éhis çorripetitive adVantage: , 
The prngnnsii- 'is that this,industry can  make , 1  e 
the transition  

' 
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FURNITURE 

T HÉ . A1n1A.DIAN-‘EURNITURE,Mi,LNUEÀCTUIiINg SECTOR COMPRSÉS 	 - 
subsectors: hOuseheld furnitUre,.effice -fiurnitaré,,ond other types of firrniture. The  

Oiher.fuinliurre SubSeCter includeS-rnanirfectureWof,bed Springs  and  niattresses;' -hotel,. 
resteUrant, caSuel'and inStitutienefurniture; pictirre and mirror‘fraines; arid ,  furniture , , 	, 	, 	, 	 _ 	 - 	- 	, 
frctrnes and corn -ponents. The  total  industry aCcounfilor annUal fectory .shipments  of , 	 _ 

and prôvidee -einployinent fol.,:alzioôt54 -000 people; HOuSehold fUrnitUre_ 
, 	 , 

cmcountsrloe-43ipercent of total 'shiPmenti;  effice;furnitUre  for  ,14 percent;  and  -Other 
fUrniture fer e3 percent. - 	 - 

Straftare 	_ 

Production  facilities.are 'cdneentratedJii - Ontarid  and i 
Quebec, aCéduntitid for apprOxitilate1y_90 percent of 

total  -shipMenTs. There'has beé,n soine'Specialiiation 
yith  Ontario  being recdgnized for iti  office  fürnitUre, • 
and Qùebec for its wOoderi residential caSegoods. . 2 	, 	- 	, 	, 	• 	- 
Althongh Ontatiô'accounts'fOr'the  major  portion 6e 
shipMents in both categories, alriadst half of  the

-:houàèhold futnitute: inanufadnirindeStablishMents 
, are  located in Qnebee. - HoWever; there is alSo ,â  con

-centtation of plants idSolitherriManitdba;  WhiCh ' 
:inCludes Çanada'S largest fUrniture  manufacturer :  

. (Palliser Furniture)-TheAlberta,iiidustry iS einerg-. - 
!ing There_are feW eXamples of either  vertical, - or 
horizOntal:integratiOn Within the'sector. 	, 

- In 1989; 'the household iurnitUre -sUbSeetbr.  
'accbtinted for annual Shipments'Worth .indre than -  ' 
$2 billion, and employed an estiniated'29 000 Petkins. 

 In thesame:year  the office  flitniture inandacturing 
industry •shiPped proaucts 6(rnetal;Wond, and Other' 

-.Materials-  :Worth 'ali-nOst 	elôllars ,-. and 

eiriploYedapprOkirdately -13 000 people;  CdllectiVely,,, 
the  industries in the  otliCt furrliture'categciry.are 

,Signifiçaii4 representing einproyment-fOr 12,000  and  . 
. -ship-het:its:of $ 1 23 131,111ori.•'  

-,Iii1989;sthe.latést -Year' 63. .r 
and production  data are available, the pnrtionà'of .--: 

-.:Canadian„shipirientS destined'for export Markets were , 
percent  fbr,hOiisehold fUrnitnte;anir25 percent 

for office  futriiture;_While 24  and  '14 Percent' of  the 	' 
Clôme,stie„triarket were Supplied bY in-iported hOnse-
hold and -sOffiee furniture, resPeCtiV,ely: The -1)'.§..i1S , 

 .rbY.fai- Cariada's"largest eXpOrt:inarket, 
latged-spppliet,Of furniture, iniPorted into Canada.. 

". Other  main sOureesof -iMports  are Europe and  Asia. 
Tin  cdUntrieS With, Iik421.ilatidns -greatetto 'han:Canacia ;s ›,'„:" 

•  

large-  flirt-is  are  -generally. Of a greater -sealethari  the  
large  Canadian firms  For  exarnplei:the leading office.- 

manufacturer in thel,Vorld, iSteelçaSe- InC.-; 
Owne4éinplbysq,8 500 _  world- 

wide  and has "annnal sales,réportedly in exeeSS of 	,- 
$1.6-billidn:Thiddôrnpany euiployssniore  people and 

 ships  more  prOdliets; than the entire'Canadian _Office , 
 ftirniture indtistrY::-An'inereasing.nuinherof -lare 	-* 

, US. office-furnittire'rnanufacttirerslaVe danadian .- 
subsidiaties that ProduCe for both„thè Canadian  and 

 exPort.irlarketS. inlonetheleSs ., Sdrile  of the more 
 Sneceàsful Cariadian-oWried côrripanies have •  

.-'eStablished'Planis.in thé U S , 

Perfor:rnirace 	 '‘ 

-:The growth and eXpott performance of the fUtnittire. 
indnstryin thé 1980s Was' Sniptisingly gdod, driven  in  
part  bY the low vaine  of the  Canadian : dollar relative  - 
.td_the.U2Si dollaï...AS, the cledade dreWèO  an end, 

 .hoWeyer; the Canadian.d011at aPpreciated;  ekridsing 
Weakriesses-  in the  competitive abilitY'of  the  seCtor. 

Giowtli 
. Between 1 -.980-and- 1989, Canadian houSehdld.; 	• 
-furniture, sUbsectdr ShipMents: eXp,etièneed  average
annual teal groWth Of-approciinately1.5  percent, , 
Compared With  average  anniialTeal gfoWth  of 

8  percent in the  office.2furnitute'sub-seetOr.Real 	' 
groWth in the Canadian:Market dtiring : the Èamé-' ; 

?, -periodWas - approxiinately‘1.7 . pèréérit for household': 
fdrniture„ and8.6  percent for office  furniture 
durrently; weak demand, tYpiCal  in aTeCeSsiOn, 

„.préVails in the -Canadian éconorny.There has been 
an estimated 13 percent  reduction in consumer 	: 

'ictëM'andfor,ftirnitute in1990 -,(Cônipared with  1989) 
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FURNITURE 

trerid:and cYclicaï Variations:in hànsehdld- 
- furniturelsübseetôr expôrts' have 1-2.`à.ralléled;thàsè  of 

the "dOmestic Market, althOugh,a Iciss'of.inarket share 
Jto imports has.restilted in lOwer oVerallgrowth.`, 
The inerease in imports  haS, been offset by iriereases'J'- -  
in  exPôrts: Cornpaniesin  the  Subsectdr arerfaCing,:: 
significant cyclical pressures, and there have been 
iridustry;Wide layoffs. A high"Péreentage Ofthese 
layoffs have'been catised by plant,closure,s  and 	. 
Company failures. Whereas, dMirig the -1982recession,, 
reductioris"Were generally beCans'e of Production
CutbackS:RecOgnizablebrari&nanieszthat are 
disappearingr:frOM thernarketPlace, or,WhOsé rightS 
are  ,being_ nand-erred to,dther cOmpanies,' include  
Bauhaus,  Biltmote; Deildraft  and  Getvais, The short=, 
term pressures from thé current recèsSion may- be 

 aCcélérating adinStrnents and restruCturing,  but the  
; --long-term health Of  the  industry' d'énends- upon`its • 
: ability,to cornpete  in production  cods, innO_Vative 
design,  andrriariceting.' 	 ' 

:Foredia.ethrity  
Ôyer the-Past'10 years the furnitUre induStry'S,contri;,; , 
butionCar-iada's GDP déCreased tà0.35'pereent,' . , 	 , 	. 	" 	• 	, 
consistent  with thé decline  in  thé total manufactut:- : 

/fr,ig- industry. HOWerer, furniture, frianidactifférs  have  

not kept pàce 	ihé 	inànnfactnrin g sector in. thé - 
,  introduction  of antomated  technologies (as eVidericectby  

tfçë'iriduÉtry% consistent.'share  of total nianufaCturing -' 
putput),'"despite an iricreaSe in its ernPloyinént share 
from 1.5' tà:2:5 Percent Of total nianufacttiring':' ,  • 

' employment.»  
- the Valtie-added Per  production  einployee  in the  
household furniture sUbseçtbfin 1988 was' $35 990; 

' which ;  on  à -.‘qiriency-adjukècf basisi:Was 20 to.: 
25  percent  les's than.it was in thetS.:hoiisehOld.:: , 

- furnitiatesubsecton:LpshiPMents Pet eniployee,'‘a 
„17  percent  margin  rn favour; Of ,thé 11.-S; n-1. -- -1.982 
ii-icréaséd tO 27 s percent  by 1987  In the office-- 
furriiture subsector,"this rnargin -of adVantage w,âs ,  
31 Percent in 1982, linereaSing to 4,0 perceritby, 1987.. 'y 

While offiee,furriituteSübsector'ernpldYinerif ,-:and 
, shipMent&per e`stah1ishMent:both,:in'danacia:ancithe 

ayerageS and:f011dv;:dinilar patterns, 
the U.'S. aveMges aresSubstantially higher::AVerage 
shiPments Per establishment  in Canada,. in 198`1 i 
ddellars',-were 	millidn 	082 anct$4.3 

' 	 , 	• 	, 	. 
in 1987.' In the U.S., average shiprnents per 
establishment (in  CUrrérit'Çanadian  dollars), in 1987  
were $.10:1  million,  Corripared,w„ith $6;1  million for • 
tariadian pffieefurniture marMiacturers.. 
.1'. the Canadian lionsehOld fiirniture sUbsector -ha 

a_profit, albeit a sniallerdne,than its' ,. 
counteTart.-InVestrnent in the'snbse,Ctor has 

al:seer:been low, With-capital expenditures averaging_ 
percent  Ofi'Canadian'shiPirientà,'Cônipared With • , 

:‘ 2.4  percent  of US: shipments. - 

rade 

Irriports , from a!brciad  range of  international'eonipeti",- 7 
tors; ineluding the U.S.,Turope and the emetging 
AsianeConornieS;  have  been iricreasingsubStantially.,, 
Although part Of the inereaSe  in imports  frOni the 

and Europe  Might be attributed to thé late.' 
1980s-a.PpreeiatiOn in the Canadian dollar, the ,• 
increase  in Imports  frona -Ada suggests  more 

 fundarriental ddinpetitive  challenges 
 -Inaddition td-,the'cornpetitiori frOrir,imports:Of —" 

.houSehOld furnitute int-o Canada,  the -sectàrfaces 
dàmpetition froinother -productS and sérvicéS: 	' 

,Per-Sonal expendittirés,  on  furnitüte since 1982 have 
rariged,betweén 1.24.,arid 1.35;pereent  of  total eXpen- :  
ditureS- on, consumer  goode,and  services,  coMpared 	' 
With:_an'aVerage df:1.4.5, - Pèreent:pridt,t6,,1982, While • , 	, 
the  reduction in peté, éntage  terris  .seerris 
each 0.1 - pereent is cldsetd$400  million, or about  
20 percentof  indtiStrY,Outptit.  

'EXPOrtà Of Canadian .hônsehdlc1furniture inéreaSed*, 
, ,.twelVefdld betWeen1973  and 1990,  tO$210  million 

 - Althorigh'initial gains'folloWed improved erOduc-
tivity:arià a'favourable eXchange  rate,  ciintinued 

.i,groWth  in  èkpOrtsiliaS been hainpered tecerdly by, the 
Strerigth of the 'Canadian dollarand nrisatisfactOry— 	. 
produetivity performance. ,ExpOits,to'he US., during 
thepast sikears‘haVebeen  more  than9:Percent of: 

i  total  exports: In "absOltite terrnS, 'exports have heen 
greatest When the  value of  the Canadian ,dollat has Y - 

. been loweSt. 	 , •_,' 	_ ' 	' 
- 	. Shipinérits of office furniture bY Canadian , 	 - 	, 	,  

rnan,L4-ettiffér's totalled$124 millisMin1973, and 
'..increaSed 	 billion -in'1990. Little 

fluctuation  was eXPerieneed, rion;, ,ithstanding  the  • 
.7 - .082-8"3-.peried  of  tedriCed:, eednornic`actiVity. 	• 

Canadian eXPoris Of Office furniture, which Stodd at 
• 
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orily$,18 million in .19,73, alSô increased- snbseantially, 
diiring the -‘ period, and 4:19à6 reàçbeds.$361 ..  million 

.,,ThiS'reptesented an  inetease'-„fr'oni:1_51Dereent;Of 
• shipments'. td 38 .  percent: •Siriee- theriepTorts‘liee. , 
déeliiiectito'$319  million in 1989  (Or  25 percent of 

'shipinents), .attt ibtitable to a 1..eSs'rfayourable .eXchang -e, 
- tee; a shrinking•:blorth -Àmencati  market, and a drop 

in  çOrtipetitrYetieSsWith'ILL,S: itianùfattnters, Office"r-: 
fui  riitute è>môrtS tO ,the-`0,S :  haY.e.réMairied -betWeen.: 

and  7„Pe're eht  of total exports 

* :-_1nIntrieroyis stuàies;haYeleen -,.inacleb'f the',Cahadiart. 
furniture indiistr.Y :Sinee 4988; ‘Sporisored .:by,the„--: 

(Priee-VaterriOnse),  the 
Canadian' Council  of  eurnitïite lviarinfactirrers;,..' 

-•-(SamSdh:Bélair)i•àod 1?v-indmn-y- t-àsk forces  
Québec  and western Canada The studies 

•identify;seyéraLmajOr iMpedirrientS --"to:thefititerna,-' 
tiohat cottipetitnierieSS'Ofthe Séctbr,•ihehidirià 

' .2defieferieieS; in  Market frig,,Produetniity 'leYels; 
- 

atict‘tbe clif 
fiei'ilties  in  iti-iPlerneriting.:,-SOlUtibhS;.àrd 
tle tragMented-hatnre:Of the .induStW: 

US ihg:  three' ,Sepatate:regidnal  initiatives, the indus- 
tiy is :çorisiiletirid-v'.àrl,iOt:isr, :si'i-ie.à1:1S -Of .t. àti -driàlfzàtiOri": 

. that  the Canadian industry is at ddiSadyaritage--When - 
Competing__heact to head- w ith  the U S  iridusÉry.

"-Operating-:costs. are higher' (-15 -to -20_ pefç .trie); -,trane - 
poi-tan-on  rates  and ineffiCiericies are Stilf--a problern,' - 

•. and :151 -àtitS' ate:generally smaller:- In  add itibn  U S 's 
plariti, tend tnbèriefit-frorn_indre-inociern-rnachiriery 
and equipment The net  effeet'iS that  .À:rnerican'cOni-i' ‘• 

‘7-pânieS•hayé attainedsreater,productiyity:thàri .:their„.,.: 
,Càfiàdiarï cbt.irixrpar4.  

In  geheral,-Mannfaettirèt; :hd‘›é iriereaSeir.prbdtie 
tiYity,'..by:stahelardizing and:rationalizing -:Pioditétidn; 

prodüdt,ipp, runï. On this"baSis,-ithe• 
:itigestraent  in  cOstly ; _high:; -ea'pàeity,rrikideriymp.éliii-ièS 

•-•- i'S'jiisiifié`cl. The Canadian 	fforts to. 
irioderniie; howeYer, liaye ..,beerilhar_npered15y—higli' 
interest rates  and, in  inatiy-caseS-,`diffieyiltiesc in?!:' 

,_- ratio of the  prime rate chatged  

ratèS - chàr. ËÇ-d.=b -idana.eliary;barilcS.dh  prime business  
loàriS., Clroppè,d'fr,dpi-i, 0'. 92  to 0.86,•1,indiçatirig  an 
,inéreasingly;i-rioré faN.7.:3in'ablè'Clityiate -for inYestinent-, 

-In!ecerit,ria -onthg_ 
differentiht be ti;)çTeeh, the -:rateslp: these: two cOiiritries, 
as well às the=àbsOlute teiétOf Canadian interest 
_rates, have  'cleelined sUbStaritially:,Monetheless" ; 
,aceording -ito.soùreeS Within-the ii-idustrY--,' the-rinnier-
-.Otis State and municipal incentives  in  thdareà àf tax ; 

-eji-tééseons;àet-,,,ided faCilities`,.-and.-sOeCiar finanCing, 
-,- arrangements,  have enticed seyerat established 

- Canadian coinpariieS to--.Clien Plants  in 	and  ; 
to:eldse, or  ré.dnee their Scale-  Of -dperatiens  in this 

country 
OpPOrtunities',fdr- ,SiirOyal  and  •sueeess•dd - éxiSt." 

Aided by  a SimilatitYi Of censUnièr --prefereneeS, , and 

ai:e15rOXiiriity of ràajor,:yriarkets'i .sOrrie,Car-iàdiei);. ' 
,,- -based,hàiisehold-futniture mannfacttirers'hee .deYel-

'opecl . - di, market  fortheir priddué,t's". in the “.S,  In  rnoSt •,- 
cases,  _ they  have  sheeeededleither miith,pn:fiduçis tar- _ 

market.Séginent, --Yiihere eotripetitivéneSS -
is:achieyed_by pi-bdùct-,Speciàiiiàtiori  in  a Style or 
design, or with PrOducte  in theihigh-pticed.rahges 

,•_':,Priee.•:AlreadY,',:'sdnieiretailers -are,g'iYing 'preference- 	• 
to inanufaeturers" that' have  a -teçOgnized quality. 
aSS.tirance`prOgrarti, 	 . 

Although  dèSighsticeesses'ate'elairrie'd . bYScirrie 
côrriparneâï the Canadian ‘iridüsttY- acknoWledgeS 

-.serious-shortfall  in  its inhoyatiYe 'design •capabilities;' 
'....Thià shordall tiriuàUbe :adàtesSed if  the séctOr iS‘ to  

markets . 	 : 	• 
-riespitei!thediitisatisfaCtory'prodnctiyity-"petfor,-: 

riaaneé„-a-nadian -Offiee -fütniture rn.  ar_lufacturérs 1:;ar e. 
remained  the  dominant force in their dôrhestictiaat•-„ 
ket,andhaye-'aChied.'sticeeSS iia  the U S market 

. This  'suceSS' ha' s been attributed tadfleXible- design', 
exploitation  of figh-.prfçé.cl''.:' 

pidién'mailcêt's'Ï,While'scimé éompà-pfeS'afg.selling  in 

offshore maticetS,,theihdyiStrY ;h4.hbt. plitsuéd over 

seas .bppdrtnilitieS beeanse the U 5  still ,offers scope•- 
• 

Contiriued success  in  explOiting- theW op-pôrtuilitieS 
deperidsT-Jipon7-iriclustrV's -  abilitritO eOpè „with: the:Mari,  
agerial  and  .téali-wrogia.1. ,çieJrnai-ids of raddernizatiOn,.. i ,„  

for the ïiirniture,.nianufaenirine,indiistrieS has beéri2-): I : 
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restricted' to Conestoga College of Applied Arts 
and  Technblogy,in Kitchener, Ontario, and 
École québécoiSe:dnrneuble  et dubois ouvré in 
Victoriaville, QuebecLAlthough both institutions „ 
have updated theiiequipment in reCent years, they 
find it increasinglY diffietilt' to keep pace with _ 	_ 	 , 
rapid evolution of technology,in the industry.In 
addition, the increaSed management challenges 
assbciated with 'globalization of Markets are nôt_ . bein 

. fully addres'sed by acadèrriia. 

'Canada's Office-furniture industry enritinues to 
be'less cost --CompetitiVe than the U.S. indUstity;: 
The 'oVerwhélming size of that .cbuntry% largeit 

'OffiCe:rfumiture Plants; and the  massive  U.S.:Market, , 
: have nffered the U.S. -indnstrY greatenoppOrtunity` - 

tel increase Market share ancEtake,adVantage of 
eConoinies,àf scale. A similar opPôrtiinity has been 

,,- created for - Canadian manufacturers with the advent 
of the—FTK.': 

iMPlementation nf the FTÀ. has already,signifi- , 	;- 
candy inereased:compétition  in the  Canadian: „. 	_ 

While thé Canaèl1art household-furniture subsector < 
is generally not„cost-competitive, with U.S., and , 
foreign  industries  1n the low td,irieditim-prieeel 
categories; some trianufactnrerS will  continue exploit- . 
ing inaiket-nicheS:in theU.S. by specializing in-:prod- 
ucts targeted at market segments, or by focusing on - „ . 
ProductS in the high:priced  ranges,  -where design and - 
quality are  more important than price.' 

- To meet the increased demands of Consurner for 
better  service and 	 be expecting- 
imPtoved service from their stipplierS.- The 'demand - 
for quality-assuréd produets will likelYcontinue tn 

- grow over the next,décade.:  
The gtoWth rate of the Office-fnrnittire Subsectni 

ekpected to'be lower- than recent Yearà, due in part 
, to -reductions in eonstruCtion'Starts for commercial,  - 	 , 
institutional and indtistriar buildings, inboth the 
Canadian and the U S rriarkets.:1-low'éVét, gr6;.Vth  in , 
the White-Collanand Servieepinducing seCtors_lwilP 
likely-continue through the early 1990s,  and 'should' 
resultiin a continuing , StrOng dernaridfnr office; 

_furniture Prodtietà and setviCeS: - 

Market., This increased competitinn;'afong with that 
froin nvetseas suppliets; maY•be'aecninPanied by >, 

r 

further ratiOnalization in the Canadian industry. 
T1t Wilriequire that Canadian'inanufacturers'improve 

-7piodtictivity and cOmpetitiveneSs throughstrategie 
alliances, product specializatinn,',developinent of ‘, 
neiV, markeis,:undertakingnf mergerS'and  acquisi- 
tions, and use of  more-efficient manufaCturing , 
methods.' Thé integration of  more-advanced 
manufacturing technnlogies .will Produedineteased 
deinand for a dynaride training eriVironnient that is , 

domestie and its Main export  markets for  loVV.:4DriCeci • 
and  standardized prodncts. Over the next decade,'the 
Çanadian indtiStry will haVe to seriouly review itS 
Marketing practices, and striye,to inéreasé:it's .sharé 
of thé global market 

Western  European prOducér's àré"Particularly Coin-
petitive  in  small,.high;-pricéd.market segments .féatur-
ing-ProduCtà Withi unique racidern designs:With the / 
gradual :reductibn of Canadian,tariffS tinder various, 
GATT agreements,  the Canadian ftirnitUre indnstri „ 	- 	 , 
has beeorne,More exposed to-international Cbriape- 
titinn:,RaPid grnwth in inaporfdrom-the .  Far East , 	 , 

":.duting"the past féi,y:yéal's indicates:'coraPetitive 

OutlOok fôi'  the 1990s  

Forecasts for the period 1986 to,201fpredict a 
-reduCtion in the growth of the number of farailies 
td 0.7 percent per year; dotVn finm 2.5 percent in 
1 976 (annual  average for the'1971;76-Period), and 
1.3 percent in 1986 (annual average for  the  1981-
1986  period). This, Coupled with modest growth 
projections for real , dispnSable incdrne, Will have a 
mocletating affect On the'growth:of hnusehokl- ' 
furniture sales in Canada. , . 	_ 

;geared to keép up with changes in Machinery  and 
 equiprrient.  

; In Canada  and  the U.S.,`Asian and EUrppean: 
producers' are,Competitive-in prOducts in the low to 
medium-prieed ranges that  are  suitable fcin the ready-, . 	 „ 
t6-..aseinble and knock-down market  segment . Thé 
ernergencebf Mexico as an important participant , 	 , 
Ncirth-Ainerican Markets will inerease the cbrriPeti- , 	 , 	. 
don faced by the Çanadian industry, in bOth its 

presstirescoming in the medininto icing term-, 

INDUSTRIAL OMPETI;ÉIVENÈSS: A SÉCTORAi, PERSPECTIVE 



• 

A Secticor' al Agènda' 	Internatiotial- 

çonlibetiiivenese' - 	- 

The  global triarketplace iS;a reaitty  of the 1990s,-  and -- 
industry must address it directly with upgraded Manu-, 
factüringfacilities, sktlled qualt ty  

, innàvative pràdifets,  and  new inarketingcstrategies: . 
In  order tà meet the groWing competition; and take- , 

- adyantage-bf rieW bppOttiinitiès,onà gio-Ial stale, , 	 „ 	_ 
the Canadian fiiinitüre_industrywilthaVe'to work _ 	 .- 
together With goVernfnent. Individilar and joint 

' efforts  will  have  to be targeted at (Wet -Coining all,bar-
rierS to the lOrig-term CorripétitiVeness of the seetor: 2  
StrUtegià-planning  i  essential to the inclUstry's 

, 	- 	-  
the.prior'ities  for  SuCh a plan shàuld Concentrate,: 

on  issues' siich  as  
, • marketing und design; -. 	'• - 	_ 
.• prOduCtivity, -  operating costs, itiàdernization and 

financing; and , • 	 _ 	- 
- • skills training... 	- 	 - 	- 	- 

Marketing  and Design  
The primary respOnsibility  of  overcorningbarriers  in 

' the, areas of marketing and design lies'With the indu-S-. 
'try'. The  governnient, hoWevér;',dbes have fa rôle'tO _  
play as US a facilitator. SpeCifie .UCtions-rieed tO be taken 
if thé indlistry i'S'tO defend against'further:intoadsi by 
foreign supPliers'.- 1\1W marketing'Strategiessneed to:be 
,develàPèd,:and2consurhet,awateriess .  campaigns in the_ -. 
'clOrneStietnatket 
In Order _tO Maintain their : share Of  the  market,  it may 
be ,néceSsarY .fOt Canadian CO,inpUnies 'td.ppbmi3te - 

. 	 , 

thèfr brand nainèS More vigàronsly-at the  consumer', 
level S'Orue form of vertical  integration to thé retail 

_ „IeVel (either direetfy Or thtough itrategià alliances) 
will afford-manufaçttiters -  greater cOntrôl,oVer their, 

Quality,,  as  Welt, Will be  important in securing 7. 1  
, 	 " 	 . 

 

future  marketStability. Thé "federal gOVerninetit èeiri 
'a.sist' in the ,establishitient; by -industiy,  of  

7 ,  assurance  Progranis based on international  perfor-
mance standards  While' marketing initiative s in ' - 
'Europe and japarr,n-ïight beiConSidered 	larg_er 
Côrripaniès:-and specialty prOduct MannfactiderS),-,' , - .„, • , 	„ 

-'exPanded  market  àpPortunitieS , 
shduld:bepUrsued.first:'Eioth. the fedeial  and the  

-prdvincial governinents offer- programs thatsupport „ 	_ 	, 
exportiriarket development. If the industry is to max-
imize on new market niches, however,„innovative 
design  skills intist be develOped. IncreasecteXpoits,' ' 
becatik of eConoMies of Scale, will fead.toloWer 
unit'production•costs; -and, ulthhatelyç'greater ' 
'CoiripetitiveneSS.•,, - • - 	 - - 	„ 

"PÈochiétivie.S.,, OriéFating CI>sts ; 	. 
Môdét.nilatiOri  and  Fin#neirig 
This:Will rèciuire cornmitinent On the part of  the 	, 
indUStry. Initially, strategic allianceS. May be thettiost 
viable  ineansof overcbrhing the lack  of  eçotiOrniés 
of  sçalésufferedbyino- St Of the-indu-strYÀdditiànal: 
inVestment  in  new technologies and ManufaCturing 

:sysieraS howeVer,,Will be an important  factor  in , 
imProving  the  cbrripètitiNienes:of the sector. , 

_ 	. 	 . 	- 	. 
Moderniiation Should be addtesseC1 ratiOnally,and. 
Witbout Undue delay.Indeperident studieS Of  , 	 . , 	 , 

; 	Mai-MfaCtutingfacilities. Can identify operational-, 
WeaknesseS, and rnake,récomineridatiànS:‘for càsfl 
effebtiVé remedies thatiMprOve PrOdnetiVItylevels 

.- and réduCe- operating:costs._  - 	,.„  
In  all  instances the  initiatiVe.CrearlylieS - with • 

the  inChistrY, - blit goVernMent assistance is aVailable - 
;throligh à range of,Specially çlèsigned programs such 
as 

 , 
AMTAP, Off.  ered bY ISTC:These progiarni'may 

be'.utibzed not onlYto analyze effiCiency internally, - 
but  to MOnitOr'PrOgress' in the 'irrMiétri-entatibn'of 
prodnetivitYiniPrOVement and mciçIetnizatiOn action  

' Plans,  and  eo...Coip.Pàrè an organilation'S .:COMpétitive-:. -:: 
ness With domeStic and international -competitor's. 
To ensure the availability  of  the-financing needed 
to upgrade the sectdr, it maybC‘neeeSs' ary tà initiate 
anational awareneSs,carriphign , tO regain the - 
çonfiilence Of,:Canada'S'.firianCiat institntions. Such  , 	 _ 
.a çarripaigri will require  the unified efforts  of the 

•- 	induStry, 	• 	 „ 	„ 	 _• 

The industryliàs idéntifiedskillstraining  as  being 
•; critical to ità long-term siirvival. In the 'short tenn, 

skiIIS training  will  continue tO-be addresSed thrOugh . 	, 
_---EmplOymerit and Immigration Canada's Induti.fat 

- „Adjustment  Service,  by means of joint industry-, 
goVerrirriént 'ccimmittees.'In  the long  terrn; efforts 

=S1-iould be Made tO enharieé,existing training facilities:' -  

INbUSTÉIAL COMKTFÉIVENESS: A,SECTORAL  PERSPECTIVE  



through`strategiCalliances with niaChinery mantifac- , 
 turers, and to upgrade the-skills Of teaching  staff

through internatiOnaLeXChangés." of instrUCtors'.'Àlso 
needed are Management developinent, apPrentiCe- ' 
ship, and engineering prOgrains and faeilitieS similar 
to thOs- e‘alreadY available  to  the  furniture industrY'in 
Europe : The sucCess Of any  training  ah'cl‘ éducation 
initiative  hOweVeri  dependS on the level - Of iridtiséry 
(management) Commitment, involVement and 

:inVésiment. In addition tO 'addreSSing  the situation  
in  forinal edticational 	 planned , — , 
,technology-transfer  initiative  Cc-mid be launChed to 
inCrease the level of techndlogy;awareness  in the 

, industry: Action on theSe issues•Will be  the  shared 
„responsibLlity  of  industry, governMent and the 

 acadernie CdriaraunitY. 

Relative to the U.S., Canada is acOuritry with.  
' generally high:production and  distribution  Costs - 	_- 
. (because of 'cliinate and'geography)and generally 
high taxation levels (becauSe Of greater investment , 
in  social and ph.ysical", infrastructure): 'Canadian 
companies in the furnitiare sector, not unlike their-
counterParts in othe,i industries,  Will'haye to excel in 

. aréas-oth.er than strict production efficiéney ,tosôffset 
iriberent,Ccisr diSadvantages. Einphasis therefore,' 
shOUid be plaCed On Upgrading innovative5design 
capabilities,  improving  marketing. expertiSe, ,and 
ProdUcing quality-asSured products. : '_ 

ilNDUSTRIAt., COleeTITIVEN4SS:. A. SECTORAT;PRSPEOIYE, 



E COMMERCIAL SERVICES 'SECTOR -A COLLECTION OF HIGHLY DIVERSE INDUSTRIES , 

représenteàbôut two thii'deOf tonadces---  GDP and conhibOtes 	 competitiveness  
of thé enture  e'ConOrirli,fOèt;sé&iCe'à  are  critical'‘irïe•üti'tOraiitOthé -r"ié"Ch:n.'s-,  of  Canada's 

.cOn4nnéi.:Pr, od;urc,t_s: Ond,-,g' érnenalfe,, s.gnificant wealth  in Canada  
I 	-; 	- 	• , 

• 

• The service sectôr is genérallY defined: tO include  util 
hies ttarisportatiOn - ConitriuniCatiOnS Wholesale -an& " 
retail trade, finance,  Irisuranee -  and real ;estate, -.‘buSi.,-- 
nesS serViCes; persOnal  and  cOrnintinity  services indus 

and'eaVerritnent services Put  another Way, Set:. 
711,ces in-chide all sect6rs-Of the  ecoriOnar ekcept,-,' 
agrieultnialiesburcepfOcesSing and eictraCticiri; 
manufacturing and  construction industries  

'

• 	

:-SerViCeS Can be ClaSs'ified int'o 'three SUBSeetotS: 
--conSurrîet  services  producer  services,  ' (WhiCh:taken 

; tOgetliet-are:referred to.aSelç COrrimercial 
'and'go ,Pèrrirnerit'sérbibes. This  analysis :Concentrates' for 
the most,part On the role  of commercial services in 

the  ecônorny,-and_the issiied --they'face inbeine  inter - 
; natiOnally competitive 

.ÀnalYS'isof:the -SerVI-Ce:Seetot , iS 	 by  an  
'ItiadeCinate Statistical base: and  by theiaeuthat the 

, infôrrnatiOnthat_iS -aVallable often‘does notireflect 

	

- .- 'SatisfaCtiarilY,theeXiSting  situation in the indiistry. 	• 
Futtfiét giVèri:the diversity of services' ,  it is çliffiChlt 
tdgeneraliié  about the  entire sectOr,: ' AS a tee-tilt; 
rigorous statisiical analysis, sii,Ch  as  that .possible for 

• aigoOds'..seetor, is ;riou,feasible: This analySisls:»based 
mainlnn..the;researeh'arid -ConsilleatiOns -abOut. 	: 

-Setvices, that  have  been  -cartiéd'ont over  the  last  few 
; y:easb ISIC and: others., . 	 - 

Seiviccs  in the  Economy  

_ The eConoinies:of most  advanced  industrialize  
- -nations ,have,Texpetienced ,a.filieriOmenallY rapid' 

." -grdwt 	t1-1 eirservice  industries .in  the  post,war 
period  In the U.S.',;sérVices now accOnnt.fotapptoxi ,-• 
inately,68:petcènt of the G1DP arict14,pereent of:‘'S 
rtiploymerit: In çthe  U:K., 62, percent of 	df)P, 	- 

. , ‘WaS COtitributedSy the  service  sector in 1987;  in  
. France,  65 percent,  and in 	58. -Pettent.-'' 

haS tindergOne.Similar - j", .: 

- changes .; In the  1980S,'"eniplOyMerit  in  thé service 

 sectôt- inCreased by almcist --,1.9'iriillion, while iri .the,' , 
e.gObds-.produchig sea-6r,- erriployirien(deglined stnar ' 
ginally..tdriSeciuently,.: the.share  of total  employ 

- Merit in  Canadà acCounted for by - the setvice,Sector.,,, 
ineièased frôni 68‘..,-.5 ,̀..Per‘ Cent in> 1980 tb.7tpèreerit 
in 1990. The service settees share Of  the  lDÉ alSO 
incteaSed,'sharply, esifigsfroinabotit  one  half to(abOtit: 
twô:thirds-,ofihe itdtal,,QPP  in the  pbStwar period  
In 1990, the value Of services  -producedIn Canada 
WaS- i-ndréthary-tWiçe.the: -,Valne  of  goods  

The  folloWing- seCtiOns'review;: in turn, the-three-  . 
subsectors Of the service  econorny::prOdUcer - Seiviees„ 
consumer services and  .gOVerrinient  services  

Pioduei  Services - 

Service  -sector. growth in  the  post-War period'has been 
fnelled'alrtiost eXChisively by  business  demandà  for  

, new and :iri-iPrOVed  services  ,= ,the 'producer'serViCes: „ - • . 
In faci, dUring, the lastJ25 years:the,share Of Pr6aucer:: 
services in  tear (1981 dnliars )  dDP. 
20 percent,  sic; that.produCer'setviceS noWriepresent 

.almOst one  ha-U.:6f  services  output,'With CorisUiner  and  
gôVertiiri-ent SerVices.,tepresentinà. opequatter each  

; (The -consumer services  Share, of ieal,GDP haS not 
Change&SignifiCantly ,ôvér thej.laSt:25 Yeats.) 

Producer  services compris services  Sold to r 	_ 

' Canadiarifirrris  and  businesses, including  
• ac'counting; 	. - 	, , 	• 	' 
• architectural services, 	 , 

e - teleconitriuniçatiOriS.Serykes;,.  
• computer serviceSu,  

‘..'-•- -COnSulting engineering;  

--,•.-,iliStrihution (retail  and  WhbleSale)  services i 
• 'financialserVices; , 	 f 
• industrial design;  

• legal servieeS: 	 - 
• management  eonSultirig;  

• maintenance and  renait  services ; 	• .:, , 

, 	 . 

iNeU 	COMPUÈI'ilVÉNE'S-S: À '$EéTORAL.PÉRSPECTiVÉ ' 
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• personnel services; 
• Scientific SerVices; 

- '0 security services; 
é training services; and •, 
• transportation  serviCes, 

All of these prciducer  services  contribute to thé 
effectiveness and efficiency of all industries  in  
Canada; theY are Critical to Canadian industrial  corn  , 	, 
Petitiveness and are highly trade- able. For example; 
the groWing importance of telecoMmunications to 
the way business is COndùctedhas been  paralleled by:' 

, reai growth"in the teleçorrimunications'services 
industrY of 7.7 percent annually frorn  1971  to 1990 ' 
The use of Producer services such as design and 
engineering;  coMputeriiation and general- business ‘_ 
services in the  production  of goods,.has increased 
in imPortarice, The growing inseParability of the 
production and sale of produCts  in  cornbination - '- 
with a service (e .g ., turn key operatiôns, systems main- 
tenance  and productInforination hotlines' ) hasled 
sorne firm's to adOpt a strategy'of solution -selling̀ as'an',. 
added competitive advantages  in  ah'increaSingly cOrn- 
petitive MarketplaCe.,Ori-the-jOb training also has 
beCorne more important to Mainiain a'competitive , 
edge and,keep workers qualifiediôr more complex 
tasks-. The magnitude of  these trends rs'refleeted in 
the fact that the-üseof  services in the production , 	, 
of  goods has,grown faster than real GDP>_in the 
Canadian eCo' nomy. This apikars tO have been  the . 	, 

-, case in all advanCédeconornies'. , 	„ 	 ' 

This relative groWth of theprodriCee;ServiceS sector 
in Modern economies can be eXplained,by an histôr, - 
ical process  of  cdpital:deéPininà-  = a process where 

.,human capital, knowledge, physiCal capital andland, 
, combine to produce eConomie groWth  and  dev_elop- 
ment  increaSed sPecialization and the growing use of _ • 
interinediate inputs in the  production  Of goods and ; 
services have also Played a role -in the groWth of the, 
producer-services - Sector.' 

Coristiairiuç'r Seryiees''' 
Consumer services  were  at  one timeconsidered to be 

 economically.' unproductive. The  critical role theSe 
services-  play in the economy, .and in meeting the  
needs of Canadians is now zevident. ' , 

Consumer services industries include:the following: _ 	_ 	_ 	 „ 	,  

, 
• telecoMmunicatibris services; 
• distribution  (retail and wholesale) services; 
• financial services; • 
é laundries and cleaners; • 
e_motion picture and video  services,  
• photograPherà; 
• private health  and  edrication  services, and 

 .•  transportation  services. 

Thé Cohsurnerrservices sector, vvhich has'experi-
- éneed groWth in lirié with the economy as a Whole, 

(thus enabling it to naaintain,its shareof GDP), has 

been influenced by the increasing PartiCipation'of-
women in the labour force. This has had thé effeet of 

not only raising the inCome level of households,  but  
of  increasing the demand for consumer  Services'that 
had previously been supplied,inthe home;As real 

, -disposable incomes  have  risen  and  relative prices , 	 „ 	, 	„ 
of Services declinediCanadians have purchased more 
household  and  perSonal  services  (e ,g. dayeare,‘and ' 
laundry,and'cleaning Services), visited restaurants , 
more ,often ancrusecitelec,omrnunications  and  finarr:-:,' 
cial services More frequentlY:Leisure timealso has . 	, 
-been  on the  rise in this period, resùlting in a greater 

derhanafôr recreational, personal; traveLaceornmo 7 
 datiôn and SiMilar serViCes.- 

Governments  play an important  role  as  StipplierS of 
;services in the Canadian economy. Threerbroad càte- 
gôries of .goYernmerit  services  çan he identified: those , 
of  a  public nature  (eesocial  and structural infra-
structure,  including'éducatidn; defence,  pollution : 

, control; and highWayS and publietransit), thdse - • „ 
undertaken for_the welfare of "alLmerabers Of the - 

'country  (e .g. health  services and  unernployMerit- 
insurance) and those,that reduce econorrik,instability , 	_ 	 - 	, 	, 	• 
"(e .g. the Bank of Canada and  fiscal  responsibilities). , 
Some  of  these goVernMent services' arealsolProducer 
Services ,offered to businesses (e.g.'training services, • , 

'Information services,  export , fin' ancing, and:regional 
:industrial" develoPment:progranis): • 

, The share of goVernment-services (not including 
traheer'payrriehts)  in the  GbP réaChed,a,peak'in 

; 1082, but,bY -1989 the governthent  services  share was 
belOW.the  1 961,1evel: In 1980 governinent-SerViCei 

; accoUnted  for percent of  the GDP, falling from 

17.6 percent in 19612DesPite this décliné'in'their 
share of the GDP, goyernment ser‘nces,haye 

• accommodation and food seryices; 
• amusement  and recreation services;  

A S-SEC'  'TORAL 'F'ÉT;'EdT:IyE 



"-The, (U.S.) omrner'ce Department figures 'Kat legal  se-
vices now generate more Valbe,added 	an industry's 

:grOss receiptS,  minus  purchases made by that industry 

-from other sectors 	Ian  thé country's steel, textile or 

eVen automobile industries gerierate." 

Forbes, February ,4; -1991 •. _ 

"We found,that the goodi industries aiethe'soù rce of. 
_ p Substantial-pari Of the demand:for  the output- of the 
:service industries, and liké,Mse,-the servidelnclusfries are 
a source of a substantial part of , the inputs réquired bY 
.adods prodùcers. It is this:mutual dependency, in • Con-' 
jurktion vMh,differences'irt , preductivity levék aeross the 
two secters, tharexplainsWhy the shift fo services has 

•

, 

oecurred:'.' 	- 

Economiç Çounçil  of  Coneicla,:i 99 1, EmPloyMent in the 
SerVice Economy •' 

-; 
‘,incréased" in ,abSolute tèrrriS'.'GoVerritaent services 
,tg'Canadisans; nichas health,,,education, - justice and 
administration, have-  risen tolceep, pace;with-the pdp.;- 

, glation groWth'ov.eftheapast two décades 	ipercerit 
per- annuirt). As:well, , goVeinirient'spendirig  on 

infrastructure,.suCh as roads,.highwaYS and . aii-potts..• 
' inereased`tO servite -a-growing\  éconoriiy:'FroWeVer  in 

 recent yeàrs, Significant presSure'toreduce ggVern-' 
: 	'1' ment .Sp,n_irig las, a11., en- -ieavuy on goveinment 

services; as opposéd td transfer-payments•relafedito 
social,Prograins. If thisliend:ContinueS,',théreal Shàre' 

•• of ggyerrinient serviees.in-the ecOnginy will continue 
to declirie cbinpared -',to.  other SeetdrS.-,,2T.- 

.; 

.engineéring, sales Brid:afterales'seryiee:4S'-a resnit -, - 
service ,sectcir; one that ,is cost compéti ,_. 

, tiVe!and thiecanassistotherfirnis. :iO improve-their: 
COSt.Pgsitibri 'iSvitaLfor 'Canada. 	•• 

érfOriiiâïïce 
• . 	 . 	 . 

•:" Thé data leavelittleadùbt Of the inereasirïg-réliânee' 
dn- SerYiees. in all seCtorà Of the- econorriy,..In1987 -, 

' ..gdods:ifidilstrieS cOriStimed °Ver 30,pereent Of all 
services, and:clOse,to,.tialf ,cif :the. output of the  

'Cal-radian prbducer setviees induStrieS.-.'froM21911-,'_. „ 	. . 	„ 	, , 
'to  1987, thé consuiriPtiCin Of:PioduCer'servieês giew 
'at .  an average-annual rate. Of- 5:2,:péreerit .:_ I t has- beért. • . 	. 	 - 

' ft..'irther estitiriatèçl'that -ieVerY ddllarfof - goods eXpôrted 
frcird,Canada-cOntairisS9,:çents worth Of PrOducer,.- 
Services OutPut.-The'groWing,linka'àes between'goods • , 

- -and services in the Canadian 'eçondrny, and the._ •- 
- extraordinarY clVriamies'-of the 'service industries, aie  ' 

contiibitting tp à'i-narkéabliirring,of the tràdirional 
-- -‘'elfstinctions:between godds and services,' While rnany-',' 

- service cOmpanies,supply'other- service.'firrns-and- 
•‘g6gds;-producing firins ;  Sorriè:goods piroducers'Bre_.. 

reçognizing t lat,à competitive_a vantage t -iroug 
added Service value  can be obtained  Foi :exarriPlé',- a--  

, :,.neyir  automobile  inelnçIes ricirjust-the-ear,but:design,,,,, 

• • 	\ 
Suniffiüizii-!.g thé. Structure  .and perfOrmance of  he 

-, service'se"ctor.is difficult, rnoré so  because  of  its,greaf. 
, diVerSity; Many service, industries, in Canadaare 'frag-. 
• .:inented,:With,,the:highest .degtee ',of cOncentratign 

- oecurtink in 'thé transportation, telécommunicatiOns , . 	• 	 - 
and Utitities SectOrs, and Parts ,of the-firiançè,- . 

- insurance and -réal estate-Sectors. Genèrallyi ithin 

•-eachindiistry ther.  ei.s.ndcleiMinant player;:.technb-. 
lOgiçat Sophistication .yaties-widèlY and:the nantre,Of _ 	_ 
the service may  no t,be, nOticeably 

- differentiatiOn'cif services  existe :MOie,;ofteri than  
flot,  fiims can-freely enter- the indystry,:eednoniies 7, :`• 

. Of -scalé in'prodtiction aré.absent;:and market dernand • 
is diverse' In additign,,regUlation of one foira  -ctr, 

, •another.may bé,present,(e.g.,erigineers or othet 	, • 
Proiessidnals;'tranSpdistatibia,..teleconimtiniCatiOn'S;‘ . .. :\ 
utilities and fi.frianciarsérvices) . Most sel:Vice indtiS tries . , 	_ 	, 	 , 

- are highly' eginpetitivé; enttePreneurial, and huinan 
resource • intensive : This is.the Case eVen'inhighly, 	• 
conCentrated sectOrS‘(e.g: banking  and  insuiance),  

• -.:#11d_where fiims  are-very,capital' intensive  (e.g.tele 
gas and electrie -pOw-er dfstributiOn); 

-eperieneeçl-su,stained• grOWth' 
throligh`théï970 -§ and.1980s,-aii41thotigh'grôwth ' 
slowed'in the' 1980S to.'3.8,percent arinnally,(froin, s'‘ 

	

_ 	. 
5.4-Percent in thei2-970S),-t4 Service sector-cOritiri-
ue‘dto.outpace. the total  eConômy (which greW by  

- ,2,..9 .Peteent anntiallV in thé 1980s) 'and the marinfac,- 
-,tUring,sectdr, (which grew bY -1;8  pet cent 	ifi. 

•
. 	, 

rhe , 	.-„ 
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Return,On ,  '--Return  on  
, Assets 	Equdy, 
(percent) 	(percent) ‘ 

58:4 

8.41 

*À 61 .  
, 

15'.58 
34:68, 
(,:•=1'.-0•4 

13:05 

• b.1,6 
, 

18.561- '• 

415' 

3e.51 , 
6'9.87 

CANÀDIAN INDUSTRIES +SECTORAI. 
, PERFORMANCE 

FINANCIAL PERFORMANCE (1990) —'SELECi"... ,̀", 
SERVICE INDUSTRIES' 	 : 

Transpàrtation, 
Telecomffiunications 
and  Utilities 	• 

Wholesale and 
Retail tr'ade 

'Éinânce, Insurande 
and Real Estate 	' , 	, J 

Coriununity, Business 
\and Personal'. 	„ 

Manufacturing 

1990,  
billions 
01 1986  
dollars 

641  

GrOWth 
,percent 1990 
1 e8 ,(090s) 

2246 - 2.0 ' 

' 	755 ,  ; 

429. 3.1 
001`-,  

, 	,„ 
•Retail , 	- 

';Wornen's Clothing?: , 
, Haideare  Stores 

" , Drug'Stores - 
Redl Estate DevelOperS 
Offices of Phys1c1cini 
Motion 'Pieture-,,TheaffeS 

; Engineéring and ,Séientific 
SerViçe's 	 - 

Advertising Seri,ices 
-HotelS,Restaurants and , „ 	 , 

TelVérns', 	; 

lManuFacturing 

• .? Growth 
Percent 
1981-99 

3.6 

In 1957, service industrieS,constituted 68 percent, 
of norifinancial Canadian çorporatiOns, r and;Côn- s 
:tributed 54 Percent Of the aggregate',,salesOfthese 2, 
corporations  and 44percent of Profits. Over „a _ 	 , 
20-year :period (1965,tn1985). the service Share of 
(non;firianciarcorpOrate) profits  rose  by almiait 
10 percent, while the inannfaCturing Share" declined: 
by 6'.5 percent  noweyer-, -Cluc-to the diversity Of:. 
industries and the range of compètitiveérivirotirnents, 
the financial performance of service 'firnis'vaty widely. 

: Yeird compare and .asesS the finanCial  performance _ 	, 
the ierYice sector, itinust first be noted' that the asset 
and -equity positions of service  firms Can be Signifi- 
Candy different -from:those in the'manufacturing 	, , 	• 	. 
sector : (Except  for the transportation,  telecorrinanni:- .: 
cations'and utilities sectcirS and the financial sector, 
service  firrns tend to  have  relativehr few assets and , 
require sinallet equity investMents..)  In  corripariSon -
to' the Manufacturing Séctàr, Whoseteturn On equity 

, (ROE"= net ineciine/total equity) was 11.34)6i-dent 
and whose:return  on  asSets , (ROA =  net  income/tntal 
assets) was 4.7  percent in 1989, ,  the financial'perfOi:,' 
Mar:lee  of the service  seetor Côrnpared-fayontably. 
Sbnae  industries  siich,as:ProféssiOnal 'SérviCeS(e.g;:;* 
,physiCiatis, and engineering and sçientific'serViceS): 
and adYettising services-had ranch higher ROES and . . 	, 	 . 	_ 	„ 

"ROAs thantnannfacturing:' 
•-; Conversely; the financial : perforrnancebithe retad 
'indnstry,has been loW,'With"a-few, 	noticeable  excep- 

tions,  such  as  drug stores,  whiChhaVe had iinpressïye,; 
financial  ratios  

Prodùetivity,,Cœripa-risOns 	„ 7, 

' ,.The important issues for  produCtivity in the Service . 
sector are little different frorn.théise in the goOds, ' 
seCtiar.HoWevet, the measiitement Of prOdtictivity , 	, 	 , 	 . 	_ 
in the service  seCtor suffers: not,Only from  the quality .; 
and  quantity  of the  data, but alsb from an incornplete 
Understanding  of services  and of theintet:- - 

 klepéridericy with:goods  production in the economy, , 
How do:we-rneaSure„ thé real.,. output of a- laWyer -_ôr, 
r_doctOr i  a bank, a manài.entent,,iitrn of'àrbdsifiè"sstbat 

,PrOVidekadyertising serVices1;• . ,  
the:Current state of 'ont knoWledge stiggeststhat 

Service sector laboni_,ProductiVity gtovv-th,,relatiye to 
, - ,the Canadian rnanufaCtùtind sect -Or, has- beenmixed. 

Labour productivity:growth since 1975 (GDP,-per 	, 
, actual hOnts'WOrked) has been supériorto inanufae-„;':- 
turing  in  twnsubsectors:.trânsportation; - telecortnnu> 
niCatiOnsand utilities,  and  retail and,Wholesale.trade.:;', 
In  the finanee,insnrance and real eState," and .çorritnu-: 
nity,- business._ and .persbnat services  subsector,  labour 

 p"roductiyity growth has nnt .beén (elite as  high- 
'While the réaSOns  for  this  performance are diverse 

 and-,eot undérsto6d'éornPletetY, snme consolation: 
May be drawn.  frbm international "cOmpatisonS.,FOr 

- -eXatriple;  in  tbe' LIS.,the‘grobwth  rate of  GDP:  per 	, 
•-employee in  services  was ldWer than' inÇanailairi 
•eaCh Of thefonr,seryite ..grotips betWeen 1980 and 
1988. In this 'Period, 'aggregate' service  seetbr labônri,  

, prodnetivity  in the  U.S.greW at an average  an n al  
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0,42 

2,68 

	

0.5.5 	1.42 , 

— 	' 
=011 -:,;0:36 

:39 	—0139' - 

„ 

COMMERCIAL SERVICES 

-rate of OE4 petc,ent 	Canadait WaS 	Perdent, 
'Metered -against:the 11 members  of the  OECD,'  
_Canada's  service  sectrir - has .  turned in Miked 
performances  iri,terrtis -:.df -slabrinr prOctudtiyityleVelS 
and;_groWth7,,rates oVer,,the .,19812',tô .1987 period -.,Fôr; 
ekarriplé,iii-  a finance,  - inStiranee, teal estateand busi:-. 7  
ness  services 'grniwing;..Canada's lever Of labdur, - 
{:irOductiYity. stridd ;third edjàpb.n. and  G errnanY, 

- fOurth  in the transportation,  teleedminunidations and 
,utilities group, seVenth in the trade group,  but  làst  in 

the CdrriniunitY;',SOCiar and-persOnal services_gronn_5:'-'1--7- 

-̀-CANADÀ.7,-;,  es  .-,SERVICE SECTORe . j 	 ' 

'-LABOUR PRODUCTIVITYCOMOARISONS72  
. : (average  eirinuatgrdWth; 

1980. 
..1988 .,1988 , 	, 	. 	. 

Service  8ectar:(Tatal -) 	1:52,S 
, „ 

Transportation, 	 „. 
Communications 
and 	 3.45 	3.62 

Wh' cilesald ariçl Retail Trade  114  - > 2 25 

Finqnce ,Insùranee 
`d'It I Èitafe 	1.07 : 	0.60 

Business  _ 	 ; 
- 'and P,ersbnà1_,.,',..-,' 

Services . 	1.7 

- The Mi'ked sei,Vide,seetoilabOtir' ,:Prodnetiity 

performance  in Canada  appears tribe' the:TesUlt Of 
-_nutrierdus  factors The 	fragnaented iridu§trial 
structure  Of many  service industries,  the rare of adop-

tion cif new -technOldgiés i'poor t'itiariagerrienfand 
labour force  skills;  and  the côtstraints.of obtaining: 
both  capital and labour  resOnrcesare only  a feW:dr; -  
the possible  reasdris -.7In the 1 98,0S; theactual hoUrs-
wdtked-15y servicélSedtor ,  e'rrif).1,oyees  rose  more  slowly 

-than>, the  nutiabèrs.be.eiripldye es in each:Sector; :While 
the  PràprittiOn 	 produc  
ing indUstries"Continùèd tà tise. :At the  sanie  tLme, 
inveStmeritSin rieW téçtinOlrigies,'whidh had been- - 
gtowing ,rapidly  in the Service . industries,  thereby 
introduefrig teChnOldgical.innoYation, -  Were not 
maintained TheSe'facts suggest that soriiepréducti-, 
ity gains"inay be ;obtained :idthe.serY--",ke'sedtOiliY, ..7 
t-n.ore. efficient organiiatidn,,  Use and management 

:Of reso,uices i-;',  

The  MciSt important  déterminants  of service  'Seçtdr: _ 
roducttvity .a.pPeàr, fé.i be bürrian and  information  

Capital; EdondraièS of Seale and SdOpe;  and the gain§ 
due  td-  Organization -at dhange,havehadlOnly hmited 

 impact in 
, 

theserYide'Sectdr'2, MOitly  in thé-.rèàt,ifatéci,;:. 
Seetdrs 	banking,' transPortation,7téléddrarriunida-,' 

- tionS 	 ià .-sôrrie, oridendeto SUgéest 
theteturns triscale inadVerising:may 'be obtairiable 
iddhain,istOte retailing. Research alSo suggéstSfthat 

benefits mayekist  in theréat,;estatebtoker; ,:2- - , 
age indUstry-.-While the retUrns'td''Specializatiddhe'''': ,̀'. 
been sUggéSted ai-being  important  In the çonSuking 
engineéring,industrY;:  the inajorityàf  service  industrieà -
have -been  found tri_ekhibit Constant retUrn§.' Only  in 

 orie_stib§ector, finande-;- 	 rance andireal:estatei'did: 
• 	• 	• 	 , 	, 	 „ 

capital siibstientiOn for labour ,exCeed ,the . tate" -irtnian.. -, . 
,conttibUtiné ,to prOductiv ity gains. 

WOrld...tradê'in serVices,„the.bulk oÈWhicti'dceiirs, 
among OECD çôùnrries; was 'eStimateet at,OYer 

; eop billtori  in 1989 ;  gi-dwing,at  an average  annual 
rate of  8 percent-in thedeçade -betWeen  1975 and , 
1985  While  more  OECD, eduritries; inluding;.: 
Gerrriany arid -Japan, redOrded trade defidità  in , 
services than ,trade surPlu§e§, Canada possesses.the 

-: --ilargest.servide-trade'defiCit; ,despite:having .many 
strong intérnational-Sectots. In an environnent that  
has.beddirrie incteasinglYrridie dOmpetitiye, Sortie 
Canadian-firms`have sUddeeded in-caring Onta ' 
niche in inèi,natiàààthiaskets:1nTe'Vertheless ,, Canada, 
tirades:drily tWdServieefirins : in,the  top 100 interna 

 tiOnat service 	the Royal  Bài* i  of 'Canada and 
13ell'Câna-aà'. 	 . 	' 

,Over  the 1980s,  Canada's-defidit_in  services  bade 7  - 
-,:grew-at an annual  rate of  9.3 perdent and stdOet at 

---$7.21illidn'in 1989; (on à Current adcourithasiS), 	' 
61-1pWever, there have  been significanè shifts-in - the 

edmpOsition of the 'services  trade, and the aggregate : 
services  trà'dé àtàtistics(sèrge:àfmrhiChliriltidè gOdds) 
riaaSk4be'pOteritial strenétbs in Oanadal.s sérviçè-  - 

éxpor-écéenorn.y. Traditidnallw:personal,traYel 	' 
abroad,  and net:investment incorne Of Èdreignérs have. , 

z•-adddünted for  the,lion's-:.Share  of the 

 ;- defiCit,, ,which was eadetbatecl ,by goVefrinierit trade 
 in Seryidés.7,Fnither; - Canada records' large deficits- frif-,,' 

-- royalty  payments and 'trademarks, (that is Payments:- 
for intellectnat,propertY  and for  Management and  
administration services),  which' are-largelY payirierits 

:1 
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COMMERCIAL SERVICE` 

by Canaçlian sübsidiaries of  multinational corpora- . 
tions for services beingpurchasedfrom theirforeign 
Parent or  affiliate. While stichserviCe irriports repre- .  _ 
sent ah impéirtarit  source of expertise and human 
'capital for the ecoriorriy, thèy alsorsignificantlY affect 

 ,trade patterns of ServicéS. , • : 	'" 	• 
Canada's' exPorts of  transportation services  

have  generally exceeded imports;  and business  and 
,proféSsional  services  have becorrie important expOrt 
earnerS for Canada. Business  services accôtruited  for  
19.1 percent of Canadian serviCes:_exports•in 1990, 

, up significantlyfrom 9.8'percent ein;1961 :. 
impor' ts of  business  serv ices  totalled 15,9 percent  of  
service irnports,in 1990 versus 51.3  percent in  1961, , 
demonstrating the shift in  Canada's  services  trade', - 
and the inCreasing glObalizationof'serviceS'.. -Over  the  

• 1961-to ,1990 period„international,busineSs  services  
exports increased .at an average  rate Of 5.7 percent, 

 cornpared with 5 percent for business services 
imports.  

Busit«ss SERVICES BALANCE  OF  ,TRADE.-. 
SELECTED YEARS . 

Film and Broadcasting' 

Ach;ertising and Promotion 

Insurance 

_Other Financial 

COmPuter 

'Equipment Rental 

Franchise and Similar Rights 

Communications 

Refining and Processing 

Tooling cind'Other - 

Automotive'Charges 

Other 

'Total , 

Consulting'and 

Other Professional 

TransPortatian Related 

iVia'riagenierit and Administrative  

Research and Develaprnent' 

CarnmisSion 	_ 

Royalties, Patents 

- anâ Tradeinarks and,TrOdeinarks 

1969 	1981 • 

,27-72 	3 - 7  •' 
:203 : 

 —517 	-277  —3-256' 

173 

—72 	:519 	:674, , 

-46  

, 

:138 

:18 

With resp,ect to  individual :subSectorà, Canada tends - 
to run a surplus in the balance of payinents for sueli-
itérnS as Computer  services,  re:Source:lased  services, - 
consulting and other professional  services,  broker  and  , 
agent commissions, as Well as communications; 
Traditionally, consulting' engineers and plirveYors of , 

' financial and profeSsional ,bilsiness services  have  been 
'active in the internationaltnarketplaCe. Consillting , 	. 
engineers havé dèveloped,a significant presence in 

:international markets and continue to develop-new 
Markets, incltiding the business generated by intérna- 
tiorial firiandarinStitutioris (e .g. the World banic),. - 
The  Canadianindustry ranks aniong - rhe rnOst devel;.. 
opéd in the world, In 1989, constilting engineers , , 
earned over $590 million on projeçts in foreign', , , 
cotintries, thus gerieraiing a 'significant trade:surplus • 

'for  Canada in this area ,  Canadian finatiCialSèrviCes , 	 • 	_ 	, 
firins  have  also had a vfsibre presencerin the U.S. 

' and the U..K.,'and have POsitioned themselVes  in - 
:the-majbr Capital' market centres, around,the world 

Canada's Major trading partner in  services  i$ the - 
US., the- V;(5dd  leader in services trade, fcillOwed by. 

- the U.K. and France. 7,The .U.S,:trade  surplus  hàs 
deClined in reeérit years While ,both  France  and the 

have inn -Proved their serviceiradepositionS. , 	 , 
JaPan and Germany,  as  Meritioned earlier'follow 
Canada  in  haVing large trading deficits. FioweVer, 
unlike  Canada,  be.th Japari and Germany hà.ve'been , _ „ 	 , 	• 
redncing the oVetall leVel of their services trading 

deficits: , 
; In terrriS of business  and professional services,' muCh:, 
, 

171 ,, 	the  sarne .  picture emerges  lidw.ever, both Japan' and 
_1 -68 	Ger'rriany, have  large defieits (Whereas. Canada's is 

• -74:" , 	relativelY,sraà11) cauSed by the  net  iriflow of services 

	

- 1 - 13 	 Stich' as  intelleCtUal-property'rincomé 	patents and  
—276 , ;307 „ 	_ 

82  - .-r-'and - inSurance.,Régardless , oetlie net trading  positions, 
- , each country  exhibits strengthS in Services trade: for  

	

--! 	, 	exaMPle, MtellectUal";property;fricOrrie'in U.S. eXpbrts .,. 
,transportation  in  Japanese exports and'irisurarice  in 

- 	U.K. exportà. _ 	- 	- 
Canada  has a,ChieYed comparative  and  competitive 

adVantages in a range-Of-cOrnmerciat services and  is 
Capable Of achieVing fütther success:A corriprehen-

.. siyejistingis not  possible, but  abrcad,aSseSsinent Of 

. Canada% Comparatiye,adVantages.,in Services'identi. ;  „ _ _ , 
fied current and potential  international  trade. . 	_ 

! comparative   advantages,inthe following areaS: , 

INDUSTRIAL COlyllieriIVEN* 	SEC'Ï''ÔRAL  PERSPECTIVE  : 



services related to, Mining, fi-_)restry., 
'-hYdrôelectric',pàwer generation and distribution; ;. 

- -geography and clirnatic,conditions (e .g. exploration 
services, engineering s-ètViCes;resonrce:;-based 

,sCientific services', land ttansport  and  early stage , 
_ •-'_processing).,'  

• sérVices. related to' 'overland tràï-isPOrtation:and 
- 	 - 	 _ 

cOmmunicationS, services,' particularly for .sParsely, 
populated regions; and 

• select  producer services  in  high-teChnology _ 
fields (e.gaidtechnOlogy,:COMPùter communi-
cations,  - software  and  related training :and after. -; 
sales , serVice packages):,  

Stréligths. 

In 1986, ISTdiindertOOk the inbSt'significant and 
extensive  analys is, and  pOlicy review', to, date of  the  - • -. 
roleèf the  service'sectàt in the  Cariadian• -econoray., -" 	. 	• _ 

- .Thé 	 Studies PrOgrarrGE 
irnPlemented'OVer"the 1986 to 1988 -period i,wasT.. 
de-signed-to ‘deVelop .à-greatly imPrOved Understanding 
of the 	of theserViCeindustrieS  in the  economy  

Thereseardi dernOnstratei :•: the Major eCOnOiniC role- 
, 	. 

played . by  thé  _SerViee sector, corrects inariy . of  the 
 iniScOritePtions and Undne Concerns-  6Ver its releiyelY. . 

rapid.growthi  and identifies  the -Major sti:engths and 

•• :-•,' ,weakitesses,=ihherent  in thé -sedor. 
The following sections..revieWiSOme of thé l:ce-y..fac- -  _ 	. 

tors - identified by this research that underlie. service • 
sectôr .competitiveness. • , 	„.. • 	• • 

a 

- 
Suriveyiing and.Mapping • • 
The  surveying and -rnqppinggebmettids industry is both 

'.'corripetent an:J:Wel .r Managed, with.a-world reputation for 
Innovative 	

_ 
mapreing programs. The-industry  comprises  

1,7200 firrns and ernploYs.aPprOximately 9-000.people. 

lri  1986 7 révenués were $52 .1 millioi ardeXPorts were 

-$9million.Appr~xîmatelyè6 pérCent Of industry 

réVériùe 'is derived frem landdevelopment and resource-

based engineering constrUCtion'tnarkets; the.remaining 

34 . percent represehts public proaurement by federal,. . 	 . 
proVincial and municipal  governments. 

The Canadion industry is betng challenged to adapt 
raPid.technologic'al change at a time when markets 

• 'demand fester, more-relieb-fé serViCeSibaiecron adVenCed 

information teChnologies'. (e .g. satellite. peSitiOning S-YSternS 

• and high-performance  portable computers  tojniegrate .,  
'digital information sySteins for geagiciphic, sped:tat or 
land,relatecr.purpOses): 

COMMERCIAL SERVICES 

' In the 'Servide.seetOr; it  is- theirnediuralsit ed firm in • 
Canada -that, has been  the inçist_eXPOrt  intensive  in 
the  pas  t; Tà filirthet'as-sist Carradiari -firraS tb-beméSre 
compétitive 
nieditirri-Sizedfirins;anuiriber -of  issues  shoUld, be 

	

, .1addresSèd. The availabilitY..of:Personnél•trained to. 	; 
'deal 'With'inarketireCultural,isSnes . and ,markerintel---': ' 

• 'ligei-icei.s''c.ritiCàt in this context. -Travel  and  telecom 
. inunicationS ,cbs ts, which .lare ,  typically high-, :àre • 	- 

. - business  expenses- thatiriust be .  inedrredt6 	• • 
_ .  

• internatiOhaireptitatiOnfor Canadianfirins,- ' 
. 	, 	 . 	•.., 

	

the •cornerstône fdr. cOmpeting glohallY. Financing, 	• 

wheihei7' rcw - wMirig capital, growth c.à.pitat,:qr the , 
neceSSary.. .fUndS tà:enter eXpôrt Markets, -presents  a - 
difficUlt -probleM for sifiall  and medium  ,Sized..ServiCe 

	

companies,  in  part bee aim& thèv.:often ,lack .thé àSsets • 	• 
' rieCessary to meet thé-  requireinents'of  lendeis  Iii  

ir-in.oVative`aipproaches to the international :, , 
..,niarketing of services bY_Canadidrifirms:, such as skills-, 
. and information netwàtking, and joint  "yenniteS.;- ,  

•..çan hele firMs become 'large enOugh to-,Côrripete. , 
against :rn,.tiCh. -larger .riVals in'theinternationararena ...' 

In.Surnmary;', Canada's °Vet:all trade in services as  
.•-ineasured in the inalariee of PayrrientS.ACcbunts; iS • 

declining  in  relation to Oy-érajl trade, despite:rapid - ) 
grOwth,in:internationetrade.in business seivices' 

sètvieeâ : Süpply-  and  
- 

, 
-•:démandhas'ineantthe heightening of çoinPetition .  . 

in  World' services markets for .Canadian firms. AS,,a - 
•final ,note•  the  conceptnal- and practical problernS' in  

measuting 	 trad,eare rnonnmentak Most - ...• 	.• 	,,. 	• , 	.•.. 
-s‘ :observers. ' agree- that'Official trade,datà sYStérnatically -. 

'Underestiinate.  Canada% trade  ih•serviCeà; a situation  
• that ,exists, in  othei countiies  as  well MuCh •rriàre-

WOrk.is.needed in thiS area'.. — 

TechnolOgicat change; - partienlarlY in information -  _ 
technology; has emerged  as  a key.  :strategic variable • 

n neCeSsarYfor,' -the;côritintieci:liealth  of the  ' 
service S_eetor and foi 	sucCesS in internatibriall , 	. • 	. 	, 	• 	4 	• 	 . 
trade. in .serviCes..1nlew; technologies  are reduCing the  
`cleinancl for 'about of .a low skill, repetiticlericat' 

•- ..riattire  in the-teleConirriunications,:financieservices 
and the retail 'industries, •to 
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Distéibutitive Trades: WhOlesalè Trade 
, 

VVhdlesale industries have enjoyéd éconoMies'in t'he - 
efficiency and effectiveness of operations and distribution 

networks. Wholesaling haS also becerne information 
- 	„ 	, 

intensive. With the requisite resoprces necessary to invest 

in sophisticated COmputer dota processing, comMuni-

cations systems and other innovations, Wholesalérs have 

maintained competitiye position in the market. 

In 1990- 

• ,the wholesale industry employed  587 000 Car -iodions 
• over $27 billion Of Canada's GDP came frorn the 

whàlesale:industry. 

In the Wholesale séctor; the adoption of,new technologies - 	. 	_ 
includes such functions aS - warehouSe m,anagement; 

iiweritory control, logistics and rnaterial,s management,: 

and communiCations systerns.iMproVed efficiencies haVe 

béen stimulated by thé need to clistribiee goods Overlong: 
distanCes thrOugh mai-facility national-Or regional 

distribution systems. 

Commercial Education and Training 

;the dorriestié market fer corntnerCial ediiation'cind 
„ 

training is ,relatively new, but internationalOppor- 	' 

tunities b. egan tb grow in the 1960s. Commercial 	: 

training and éduCatian iryCanada'ià supplied by,' ,  , 	, 
priVatefirin, business and.profesSional;Service fikms 

(e.g, Chartered accountantS and ,consulting:engineers), 

,priyateindependent schools and licensedriv,ate 	, 

business, tradè and Vocational schools, and the commer- 

cial  activity of colleges and tiniversitieS. 	' 

' • The induStry`is riladë up Of à,large number of firMs. 	• 
;• ln 1988 Canadien' businesses spent $6 billion On" ' 	, 

training and developmentiar three  million employees.," 

Demand for, these services is expectéd to grow as "  

- buSidesses seék out mare highly skilled workers tà Meet 

 ,.cernaetitiVe PresSureS Of their . oWn" industry. This may lead 

to increasing fOreign compétition in the domestic market. 

Internationally, there ha's  ben an rricrecis'e in non-aidedu-, 
catiOn and training project's. TOgether with aid-relcited pro-

_ jeCts, cornMercial education qnd training firms mut focus 

their.actiVities on identifying opportUnities, and marketing 

their serVices abrOad. -- , 

• 	Information  technologues have  Safsd leeto  the  
eve opment of new'and imix-bméctseryi.ces end- 

 inCreaSe'çl the  tiadeabihty  and "capability..of setviCe 
engage in  interriational trade,in serviCéS -.- , 	, 	•, 	. 	, 	.• .. 	• 	" 

TechnolOgiieS"noW , CoMbine -adVanees in  computer , • " 
end teleeciitimunicationS - téchhologies.tO link: ;the .• , 	, 	. 	. 	, 	, 
office and' the factOtyi ;disparate :parts Of AnultinatiOnal? , 	, 	. 	• 

. 'enterpriSes; . "and,  SupPliers; ManufactûrerS and . 	• 
,c,Ustotrier's: This gives.rise - td derriandS for a'-broader.' 
range of  soPhisticated Support >Services and, for  highly 

.'-;:-.;, a 	•• 	- 

• The increased value 'of irikeinatiori has leito  a ,• 
l 	 ' 	h growing g_C. 	wi ingness to strengt en t e protec- . , 	_ • 

)erty  in theSinternatibnal  trad- 
ing 	part of the advanced  

• indi_istrial:hatiOns,'Çanacla has a lot  at stake . ;With:a 
strôngintéreSt in , ereating inté fleCtual ptopetty. 

 selling technOlogy  and  teChndlogy-intensive-erodUbts: 
and serviceS. On thecitP,ier'hand,..a.S a contint:Jing' , 
large, net':irriPbiter of.`Siich .ptbdUcts . 01-i:d-éyvide; 	7 

»Canada s'eekS an international intelleetuat-prOperty. 
.,Systerrithat-ensuresy.the-fréé flow of sUchvaluable‘, - 
inputs.  

ThePeople - 

Foiemost 	
, 	 • 

among  the conclusions  of tiWreSearchls.„ 
the draStiCneed , to hétter.the Skias of the labour force 

 - .hy Significantly irriprOVing basic`,eclikation at the sec- 
• 'oridary and pot  séçondary Ievels, ensuring:that,thé: • 

right -Mix'of gieCluates is fir,Odileed witlï the'profes- 
•sional -qualifications and  skills rièCesSary to ineet 
,the néecIS  of the groWing,krvitélndpstries as Well , 
-as thé inCr'easirig - services CoMponent Of the.goodS,-,'',..... 
Produeirig industries In addition,  ' itsuggests' that - 	•• 
induStry-supported'training , and 'appréntiCeihip' 

' prtigraiias reqUiré se.ifica.nt expansion, and  that 
‘` goverrgneiit ti-aihing programs shifttheir training 

qmphààis,:e0 rdee't the  needS  of thé-  service  sector, in" ; 
particular,:thé prodUçer services. 	 ; 	-• 

_ 
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Management éonùltj‘ri 

„Mitidgerrieht consulting islan . infOrrnation and advisory, _ , 
'SèrVicerproVicled 1?y . pecially:' trained; èxrieriençed_pf<ifés,- 

sionals  The- ,CanCidian ihcIUStry is reçogni`±éd,for-its -:e>çper-
, tiSe in gerièrCil managern'ent,funCtions,:rèsau -rcehaivesting 
and proceSsing  communications  -and in Sèi-yices àreas‘ 

Such àS geyerénherit, eàucailoh  and  _ , 
,•,, Total erhpleynieh't  n the:industry:WaSiapproximately „ 

• .'25 000 in 1988: 
.-•,-.Reyenues . apprOaChed  $1 5 billion 

Global  corripetition  the  àcdelératiàaih' -the  raté of téchno 7  
:logical : change  (innovation in 	 ieSt(uC- 

ti.n'ing.;ocrO'ss‘the 	 thé:Çhangipg socibr , 	" 	 - 	- 	• 
edanorhic enyirdninent.Y411 , giye rise t.e rinajorgchallenges 

; fè?1,- this iildi,stry. : 

. 	 . 

pl .siTibutitive Tradés: 'Rétail -Tradé: 

:.The rétairihatistr.y.'iS : dépendent  on the  healthy:grOWth .  of 
; the ee'ononmy,‘ Pophiatien -;- einplOynient  and  fnepiTie : Retoil  
'soles 'de.ëlined,sfgnifickiiïtly,dùrin6.thé'early-.1.980s, but  
hày0' -siriçè'éxpérièricéd ci -stronà iecOVeryIed by, 

• consumer durciloleS:, 	• 	 • 

• 6.1 'percent of Canada's GDP originated in the retail 
sector,1:incl 

• the retail sectoreririplOyed 13.2 percent Of the „ 	. 
:,.Can`adian work  force.  

. 	 . 	 r _• 

or will'hanfete 

and  electronic 
id s‘cope of 	• 

- 

cornpefition,, 	• . 
- 

dl  particular importance to the retail sector is general 
tax.  sréforrh and the GST,- and the growth , Of  cross border  
shopping: Trucking deregùlatien has been praViding' 
retailers With Opportunities for transportation oast-
reductions';and:efficiency imprOvelnehts.:HoN.veyer‘; the 
industrY i'èrnatnS ..c- Oncerned that sorne provinces rnay'nOi l- 
proceeckvith certain aspects Of'deregulCitien; thus inhibit, . 	„ 	 _ 
ing the potential gains ,in:efficiency and  in  competitivenés' 

, 

In 199 .0: -  In 199 .0: -  

COMMERCIAL SERVICES 

_ 

S,tudieS Coritinue'to SUggest à parallel' 
need foi, 'lOng: terniInVestinerits'by',iridüstry'in-b.. 
Capitalanci:iniong.: 'teini:.:inv. nnents in R&D Specifics. 
issues  ielated-..to' the firidirigs:-.Mclude.t.le following. 
the  :need to ensure bettercooperationatnong iiiclastîy„ , 
the edileational systems  and  goVérritnefitS;, the2,need ; 

:develop'bettet ,sYsteraS  foi  assessing  and  foiecasting, 
Skills'.teeluireinents and- deelciping s rnore  flexible at.-1 ,   

2 .:i.esponstve intitüti6ns and:SYstera's;',"the 
5tieatment  of  humam and  physical cipital investmentsi 
and the  need to :_identifY'incentiVes 

'Igreater- efforts :oh  th pu t  
fetrairi•its employees , 

-:SerViee ,'-inditstrY,'Unions'aïSO can-PlaY aia'•'irriPortan .t . 
 rôle  in the  ftiturè-sicia lei"él and training;  and  henceJ:- -.: 

the gerieraivell-lbeifig ,ofseMcê sector-erriPloyees:- 
.'However, Unions sare'riot Major-eleraerits 

sectors:.' Driven'by.relatively low»w' ages',.poor manage:-.-4 - - 
ment--and,discriminatorysin:àctiges, àgàinst w:Omen in 
the  same sectoi,  labour -unions  Made- steàdY sprogres's' 
in the  1980s in-»arions'sèrViee iriduStries. HoweVier::- 

,—.the'highly fragmented' Canadian .  service  :sector con'-• 
tintieS to ,be characterifed-,by kime. 

: - .ectàfs'While others arè..almost totally tion;unibniz,ed: 
industtial;', 

ielation  issues  that confiont  service  à'ètfor fnms àingl 
-ètriplçveesi:.efle,Ct the  conceins aheady expre sed  

-;-tectinolOgiCal,chapge; part-tirne,:wOrk;:and pay'equity. 
àdcbséswd.7to -Plàçe:ânad'ian 

rincinstiy  in a:çoinp.etiè  position,  in bdri  the ---- 
-dgpies.tiC.anCLebal,"Contêxt, s. 	_ 	- • 

S -èrviéë's 
Governments 'Play  a  Majoi iole in;thèserViçe 
seetcir.aS'priçie,rs of.Critical,'SérviCe's to:CanadiariS !' 

and'héalth 	mf.elfare:serviCes),, as  
regtilators of key seetorS' such as - transportation; 

, commumcitionsç utilities  and  profesSional serVices 
. and, in :Certain sedtOrs;  as the  owners  of airiajôr fum  

,(e.gr.:)ii..tàtld Hy:  dilo); .Goveri-pliènts-,at:e,Ms .o,friaj6r.., 

purchasers  of  many  services 

; 
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COMMERCIAL SERVICE' 

Advertising 

The Canadian adi,ertisirig industry coinOrisés ove 
625 establishments that maintain standards and a Codé 

" of conduct through self-regulation, as well as government 
regulation. Consolidatiori through merger and aequisitionS 
during the 1980s has prepared the industrjt te be  more -

_compétitiVe for the evolving global marketing of clients in' 
the 1990s. 	 ; 	 1 

• lh 1987; the advertising industry acCounted for over 
$1.2 billion cif GDP. 

• , The indu,stry employs over , 6 000 Canadians. 	, 
- 

The creatiVity of perSonnel is an advertiser's key asét. 
Although computer technologies are  used widely lo)i, 
Canadian firms,'they have been slower to addpt new tech-',' 
nologies than the affiliates of li.S1 firrns in Canada:In 
the 1990s, the Canadian advertising industry must move 
increasingly to offer a full liné of services fo  be More 	, , 	- 
competitive in this global bùsiness. 	 : 

-. , Itegulatioii 	tWn'ei.,7s' hip 
, Some concern has been expressed over governrnent , ,--- - 

.. -regulatiOn and ownership in the services  seCtor:. This 
is based -on the Perception that regulation or  owner - 	. 	„ 
shiP ,bY.governinerit reduCes ihe,inceritiveS-foi indris, 

_ try td innOVâte and respeindto changing technolde, 
çlernographies- and consumer_ taStes: -Thétels also' 
yiew that technologiear adYanes .are.  peril-lining Coin-. 

.- petition to take 'On rrianY rieW:aild différent' fônriS,:, 
thus negating, cir making cOunter,prOductive,' existing 
regulations and thé policy reasoris that Initially , 
supported goVeinment Ownership of commercial firms. 

Pi 	

, 	 , 	, 

Ocui-ement 	- 	- 
GoVernmentS play ain2iMportant-role in the'Service.. _ 

•_ sector as  purchaSers-of a wide varietY. of sex:Vices,. „- 

	

, 	. 	„ 	- 
including advertiSirig,telecorninùrifeatiOnS; 

-.ptofessiOnal,''constriicticiti gild related,. and,variotis 
-speCialized ebrisUlting  services Engineering and 

 'developirrent of major hydro'projeCts-.1nQUebee; - 
and  the impetns this - gave t6the deVelofirri‘ ent of , 	, 	. 	. 	_• 

-wOrld-class çonSultirig engineering fiÉrnà:derribritrate 
how important proeurernent can be 

„ ›. 	 . 	 . 	 • 	 , 	 , 	- 
-Thus, significant room-refriains  foi  obtaining indùs,. , 	, 	. 

tr iaLbenefits  nom  firittlier regulatoryteVieWs, and  -Pt  
vatization in the  servieelriduStries.-The 'cbntracting - 
out of services  by.'goyerriment and,therelated trend , 
tçiward priVatiz .ation'àf,goVernrnént-'àWried . càmMet-,s-7 

-Oat corporations .maly-help, to.  further deyelbp, the 
•. - services  sector:.  

The Insurnnce Industry 

The insu/ance 'industry  in Canada iS highly CorriPetitive, 

'bath 'domes'tically and internationally.: It is stable andr 
mature, with  a:large  capital base, and the Use of new 
technolOgies has imProyed the productivitY  and  efficiency 
Of inSurance companies. The.industry has Sùcceeded in 
ratiOnalizing operatiOns, as Well as developing innbvative 

produCts. Canadian life-insurance cornpanies have arso 

been:sucCesSful in foreign markets where their  net  incarne 
is réported  fo  be rising faster"than in Canada. 	- 

, 

• 'Life  and  r health insuranCe companies (168) generated 
over'$3 billion of Canada's GDP and employed over 
65 100 people  

• Ten life-insurance cdmricinies, eight of which are 
Canadian, acCoUnted for about 61  percent orthe  total , 

 . net life>ond annuity premiums. 	„ 

' In the future, changes in regulations and thé tax, regime 	- 
are  expected to,increase coMpetitien and'Strengthert the 

nilOok'for Ilie  1990s ' 

The,focuS of the Canadiari,economy is cOntintiing to' 
iinoVe away- froM.the, gooçls Sectoi-;,as is the case  in 
einost developed ,contitties As firrrislriCreasinglY  con  

- 	, „ 	, 

, éeritf-a-.té oh cofe btisiilësses;'boti-Cin the ‘gOods sectOr-: 
and service  seetbr,`and new;and changing techriplo- 

; gies drive-specialization within service finris; _ . 	, 	, 	_ 	 7 

dùcer Services seetor can be' expected to continue to 
-grow-,:and 'account - for a greater shate of serVice ,sectôt; 
output The  consume' services s are, on the  ot er , 

. hand, is not expected Éci rise apPreciably In the near , 
"fùture. The largest' influence  on the grôWth of Con, 
sümer,erviCe demand lias"beeri the increasing Partici-
Pationof Women in the woisk foree, a trend which 

In 1990: In 1990: 

' 
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Industrial Désiën' 
- 

The industrial design : industry in Canada,conceives 
:products and the Packaging for goods n-lanufactured  in 

Canada and abread. It is a sincilL,dynarnic.grOup Of. 
,1 -00 firmS; . emploYing over 400 CanadianS:The induStry 
is écinadian owned and,COntrolled,'and,CoMpanies are 

rgenerally small, With partnerships and Sale'preprietorShips _ 	_ 
making Up a large -portiori.af the - industry.-The Canadian 

, industry  is active internationally; eSpeciallY in the U.S.; and 
tkose Canadian firmS'thai have an international presence 
report oVer 50 percent of billings ars.exports: 

The  Canadian inclt_istrial, design -service;:indùstry_grew 
strongly:dining the 1970s and 1980s, but is now faced 
With  the  cOnstraintof  a  small domestic Market and the  

.- slow  change of Canadian products. SuççésSful 
Competition depends on the reputation of .the firms  and  
people WhO-Make up  the  induStry Cons,equently, the key 

,aSset of the industry is the skill level,or,training- Of individu- „ 	. 
als  in  the firm. Many are university trained,' but _ 	 . 
cripment on the  ob plays an important role-in the...industry 
as well. TechnolOgy, in the  foi'm of carriputer:aided design 
(CAD); has also been an important  asset, with thoSe firms . 
'Using CAD reporting superiar pradüçtivitY..f. 	 , 

Future challenges for the-industrial,design ,SerVice.industry 
appear hinged on a marketing strategy directed `toward . 
the  global approac' h ta design.- Small firrn, whiCh 
dorninate'the industry, may  face  heighiened coSts,af 
international  marketing and investrfients th,lechnologY. 

The13ânkiné Indusfry 

• The banking inclostry, one of the most heavily 
- :règulatedindùstries in the economy, is dominated by a 

few.large Playersthat are among the best.caPitalized , 
bank vs in the 'world Competition  has  been intense as trust ) 
companies, life-insurance compa ru es and securities deck' 
ers  have also been seeking to expand, market share. 

- 1n 1996: 

• The banking system contributed over $10 billion to 
Canada s GDP employing 181 000 Canadians. 

- • Canadian banks operated through mole than  , 
200 foreign  branches and many subsidiai'y and 

- 	agency  offices.  . _ 

Modern banking depends on technology-to - deliver 
'--,Ser\;ices cornpetitively. Due .to a carnmitment:to rnvest  in 

 new: informationtèchnalogies thé Canadian .banks are 
well plàaed  fo  re'spand to'ièChnolagtaal innaVations. , 
Other future issues and challenges intlude new financial _ 	- 	, „ 	„ . 
prOducts that have dhcmged,..theCornmercial dredit mar-, 

. 	 . 

ketS, uncertainties  in the Eiiremarkets; •  and.new Corripeti:  „ 
ters'from the commercial seCtor. Canadian banks aPpear 

:.We,I1Positioned to respond positively to these Challenges. 

yet-it:has deVeloped-t6a ;gteater- level..Of irnPortance. 

• than-in Europe: One  thihg is dear: • if  canada-  dOes, ' 
not cciiktiiriiié fo'.:devèloP internationally çampetitiVe .  

service industries,  

ecCnnom' V.:' 

, appears tôlhaVeapproached its upper.limit.'GrOyith' 
in-  line .with the rest Of the.econorhy  18 the  most-that., . 
can he,epeCteefOr:theconsurnerservices .  sector. In 

. the paSt few—  yearS,theLshare Of government 'services';.: 
has declined and .it:dôè*riot appear that this, , tterid is_ 
'ahotlit'tO' Change, 	• 	• - 	• 	' 

• -The-uncertainty-about:the intuiec..outse,Of the 
Canaclian eConorny• is - Matched byriiiicertainty. ,about • • 
how  the Service eConornY 	'évolVe (its:irOlè  in . 	_ 	.„ 
the  futuie; of  the -ecOnoiny).. bn. -  the One hand,  the  
Canadian serviee ecorioiny, has nôt .reaChed the same s-

, level Of iMportance- as.has the  U S  service eConomy; 

Seetoral.  Agenda  for International 
,Ompetitiveness  

firrnsare capahle.Of,beneflting signifiCantly: 
. frorn:a -.broad fange ,of governinent -,industiiar'prOgratris 
in  areas,suCti•as trade .deVéldprnent; procurerherit; 
doines0.c and -international financing, and •lahotir 
Market, development and adjustment: But-the private, - 	,• 	• 	. 	„ 	.• 
sector .(both business-  àhci -labôur) a lso FiaS'a:riaàjor' 

i - iplè -tà play  in  iinproving its CoMpétitiye-positlôn and 
adeisting to adYnarnic  set ofmarket forCeS.A..nùm; , 
bet  of 

 . _ . 	. 	• 

	

these,issnes Must 	dealt .  with 'sectdr,hY , 	. 	. 	 „sectoi,,. 

With -.cOoperation ambrig hUsiriess -,,laboiiir and gOvern. 
ment  to Share infOrrnation' and, ideas tà Promote' ; 	- . 	• _ 

- • Services CompetitiVeness, 	 goat. TdP 
- 6ften,in the-past; the relatiOnship.  ,betweengovern,;. 

.. --rnérits2an4erViciearidUstrieS haS -been either atitag&. -  
., --nistic, based:largely On heaVy tegulationS',•or ha's , 	• 

beérthaSeçl. on  neglect:and -indifference.' Future 
fcornpetitiveness recp_iireS that coopération replace 

- 2 •antagonism that reCognitiOn and  understand ing  
replace négleet..: 	• 	••••„,. 	• .- 
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The  widely, differerit..eircu rus tance'S: and .striktüres' in ' _ 	• 
the  serVice,Sected demarid that many specific  issues  
and flcreasnres be'dealt with ,'qh -à.subsector  or  indüStry 

-basiS.,'HoWeVer, -greater cooperation-and interaction , 
"betweenserVices and gdods-prOducing.firms; both in -
techriOlogical de'velo'pment and Marketing,-Worild: 
apPear;tO highlybenefit industrial develdprnent and 
international  cbmpetitiv,eneSS in a nuiriber of-sectcirs:‘,.. 

-Froni thé federal .goVemment's perSpeCtive; the 
:researeh .snggéSts' thatthefocUs should be:Ori educa 
: tion, training areinfOrMatiOnpoliCiésttargeted 
industrial'poliey.and progr' arir approaehes that prd-
mote entreprenérirshiP;- lirikages With other seetoes, 
technOlOgy transfer and diffusion, and  management • „ 
excellence, and the diffusion  of infàfmatiOn.  on , 
dOrnestici-and  international markets  for .• 	. . 	. 	 . 	 . 
Keeping in .mind thé ,strOng çonneCtiori between - th 

:services and'goodS'prOducing:seCtbrs.ofthe'eçondirry, 
prOgrains that pfornoté,the'groWth,of large,sectOrs  of -  
the eçoriorhyat, the exPense -of Other.sectors wônid,be . 

 cOntiter7-PrOductiVe. ConsecinentlY;,federateiverri;-. 
ment,,Policies and?PrOgratriS shOuld 13:e, çie's ign0 td 
PrOMOte'the industrial deyelOPMentofsall seetor." 

Global  CompetitiOn.in serViee:indUStrieSfs.  growing' 
'faster than  in  the  case  Of .manY'goOds• indristries;',FOr-,; 

„ the ServiCe,firiri,' -even-the .  Small .orie, : thiStneans"„that' 
its  information  base Must grow what goes On  in  .; 
thé WOrld,arotirid it Must beçorne a.Part:nf'the 'Way, d-'• 

	

. 	- 	• 	., 
does biliSiness. Servieé , firrns intist alkoseek out and 

 , adoPt the'rieWeSt technologies': T.hey- rriust employ  

	

_• 	„ 	. 	, 	„ 
-and  COntinually-fetrairi kriowledge;based:WOrkerà .,-  1- 

 Whilé insiStingthat edircational-SYSternS PrOVidé the 
.best-edikated WorkerS in. the WorldWith.the•SkillS' 
that are.feqUire,d.,To accompliSh such  goals,  they,:,;.- 
must develOp Stronger,indUsXrYbrganizations; Capable 
of  représeritingtherri effédtiVely and of Making their .  

	

opinions  and  heeds'known..- 	• ;:.'‘ 
-ProdriCtivity,-and henCel-perfOrmarice;:' in thé , 	; 	• .• 	. 	, 	!'. ser- 

(ViCe firm. is -beconiing -incréaSingly dépendentnpon • 

	

, 	, 	• 
theknowledge'of tfie,workef. BeSt practice:tech .- 

•,niques, as ye.11;-Will:increaSingly deterinine:not only , 
su-Ccess, but also .sUrVival in the _new.  .global  Market. 

, For  the  e'mPlOYee, Manageiand'eritrePrerienr, this 
requireS:'acontinuùrn Of learning -within the firm and 
oUtside; Wher' eedikatiOnal facilities Offer-the 'Mean- S. 

." 	perfee 

• ,To a Certain:extent; goV' errirrientS.ean assist:in the' 

 adjuStirient tO global corripetitiori. Fot,exaMple,  ques- 
tions 	

, 	 , 
arise  about the impact  ott he tak system:on, the - 

growth of the serViCeS'ector; relatiVeto  the  goods 
:producing'seetcirs. There-  iS a:view that the,taX:s'ystem:, 

biased' tOWard. PrOrnoting the 'gOods' industries The 

 broadeSt  question relates  to ,Whethet: the, aecelerated 
depreciation, deriletiOn and sitnilar  provisions in , the'" 

:present tak structûre, faVoui the  physical-càpitcil= 
intensive goods Prodikers'oVer the - 

intensive: servicè'preducers:'HOwever, huniari-capital , 	, , 
--, 'intensive firmsdo benefit froin.faxge'goVerrunent , „ „ _ 
subsidieS to education'- 

'Atelated-question-COricerns-whethef,the -fax treat:- . „ . 	, , 
expenditure's' in  service  firms rnight- -,,- 

better - reCognize  the contribution  such-'aCtiyitiestriake 
tO the  knoWledgebase and çoinpetitiV .eriessi'àî firms' - 
in 	

. 	 , 
thé brciad:range of Canadian industries  ; 'Further 

: research  intb the preiCesrs Of -innovation :arid teCh-j, 
nolOgiCal deVetoPment inr'specifie  service industries  
and the ways, in which teChnoldgyfs transmitted:by 
service  firms tà, the 'rest of ,induStry., is re'quired.ThiS is - 
rieeded .before-PractiCal - idposa4,Can'be formulated. 
for the;:aPPropriate xtrearii of stininlating the dé,;7élà-p,±7,- 

Ment and diffusion  Of. Serviee:seetor'" technOlogieS."-, In  
atteMPts tO`.PrOrnote- R&Ii 'and techholègi-::: 

"Cal r advariCes in Canadian industries need tO'be 
..c.OnseionslY lihkedtO, the  promotion  Of.related:.; 

" .,•human  capital  development, • ,•, •, 

Enviroiitmcntal  Issues 

As'stated'in•the re .céntSfreeckfroin thé.-thr' otié ,  the 

 : tevitalfiatien  of  Canadian çômnetitivenéss',will be 
fully  compatible  with  a Vibrant'nattiral eriVirOnment: 
Federal enyirOrrinerital,:poliCY . the dreeii.:P4fi.) is • • 

-lcorritnittedtà 'enstirifig that econotriic growth:Occurs_ 
within the Context of -PreSerydig. . - the envirofunerit..- -  „ 	„ 	, 
.This:Érindarnental-approach 
Canada',$-teSbrirce,baSedindustrieS -,',Stieli as Pulp  and 

 .paper; Mineral extractiOnand:ProCessing-ifidnstries,- 
 bût goyernments is Well', Whiel-4rOvidemany' basic 

--sefyite-s,'suél-i-à s  garbage clispOshl, SeWage and  I' , . 	„ 	, 	, 	 , 
--hazardOusrwaste tyéàtment: Canadian,erivitâninental:..- 
service  firms, Many Of which aréiinternatiOnally  corn , 

:.,petitiVe in -their:fields •OfsPecialization; Cùrfently.poS-% 
sesS the expertise-to Offer, soltiticiris. tO Inanyk)f.the 
envirônfuental:probleinSfaCing Canada. Solutions 

, 
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The Ennriétnimèntal  Services  -Industry_ 
, 

prevides coniulting 
and engineering, seientifie and teChnical -  services foi' the 

, conservation ,- protection or énhancement'af the /environ 
nient. The induStry, driverf by -regùlatory:regimes in 
:upstream rnarketS- ;:is highly fragmented -and has  I . 
.eperieriCeddynamic grOWth:M,unicipoliiies PreSerit the 
, Icirgegt market for érWiranniental  se rvices  fallaWedby,le 
pulp and,paperSindtïstrY, -fOrestry . services, - Cheinical : 

..-,inClUstries, and Utilities ,7 

Many CanadicM firmS have been successfeinteratiOnally, 
- .espéCially in thé U S and Aia,---éind  are  werld leaderSim.' 

	

a number Of"market 	 fdreign corripètitiori is , . 	. 	 , 
' ...experienCed darnestically 

' $5 lo :$7 billion is Speni annually  in Canada on 
 environmental  services  and-goods:. 

• 'Mard,than  91 000 danadians,are empleyeci in thé' 
- industry,.orie.half to two thirdS Of WhiCh -are in the,: 

• private seCtor:‘ 	.= 	'• 

• The  enyirenrfiental Sei-Vices market  k 	expeCted tà grciSy - 	.„ 	- 	- 
-1 r  5 to.7'perderit ahriucilly'in thé short term. 

, 	 . 
Whi'le the future prospects for the  industry appear-
optimistic same  issues  that façe, the-  iricli4try.still require 
attention. The shortage'Of..qualifid:pe4nriel aube super-
visory  and 	is  iinportaht. Qtf-ieri'ssues'that may 

;.constrain 'the futuré-growth,of.•.t.he industry:include . Paar 
linkages foebi'veen  the  prO'clijcer-of  the service and thé user 

' ,indutry, -  the large proportion of public  sector participants 
in the iridustry, -and the,slowness:of technalOgy :transfer , 

,betwean: the public and privatè seciors`,`,. 

'KlOpted if dwIlli4geà 'are 

streneéried,à4diig-  ,ttie,PrndutetS of ernfirPiarrit- - 
 prodi.ictS-,, thé ,Servi 	 iDrà . iiclers, and. the  

usei iddilstr(Or :goverri;inént).--Bàse  on . 	• : 
•àélifé:c .7errienb in the 	 Canad ian  
fisms Win - d:Fenhe in-a.béeter,Positiedi 
.their -stee  of global  niükets.'  

Both rechni516,ecePheigg 	 availability  of
'skilled pei.sontiel figuie highly  in the  futuse  Of ,t4 

,inerità1...Serviee 

tbe.,:interriaitipteOoini;.etiéWerieSsof àll'sécro'isdf  the  
',.Çanridiàn;'elOcitiOrriy,.. • 	• 	 , 

Appi.emehes-:-;  
, 	 • .• 	 . 	 „ 	 - 	 •.• 	 . 	 , 	 , 

.": Goveinment p'olicieS for thé, ,regional CleVelopinene of 
Ser-ViCe inç134 -sti;ies friaY,heriefit froinirioreattentiOn :  

to thé potential-tor: thé deVeloPinent ôt 
'• pioduceiSeryiée,s..POlicies  must ; be highly tatgeted 

- arsid iaké intp aceOlirit the actijal.or: poteritiallinkâgeS 
between.proclikeiE, services and  • thé' local lj-ase  of ' 

• •:;gbods--.prpdtlei#g,ffiïclothét sétViee.firinsi aS.Well -as 	•••, 
trained, 

foi  small new ptoclueer 
•:seiViCes-  in the ex' f)ok .of séry. ' iCesf-roin ,fééion,.; . „ 

- - policies to encoutage entiepreneuts up  andthe  
- 	of newf• fii ins Woüld.he,.apPioprfaté. Thèse . 

policies should einphasize- establisTiing seedbed  and  
inotibatOr- , Wpe'prograrris,•--,nansfering'reehh6loâ-Y., •-, 
deVelOPing  the  ileeded'lahôni'a.StiPPiiâ'and skills,  and 

 pronioting ans-envirohirient Whére . :-PregtMty .àhdrisk'. , ,.. 
-.talPF-ig is enconraged..,, 	- 	r'• 	-.• • 

Therè-is a-, case fot2optifriisni  in the  deVelopriient 
(1)i: 'sér\iiee industi ies  in the-r -egions-sofeànad•a;The 

. private seetb,t -,,iniettinga,-regionah  sensitive agenda : 
foi  déveloping the' service incinS`tries, imust  fOpià-on 
rieW technologies and  idvances  in  infOrinàticin. (api; 

• t'ah The_linkâgeS•between goo-  ds'.production  and 
 seivices dernand pi:OV ides „one. è›:àitiple -.: In additibn - 

becàu,Se'the -,Liseof teèbriologylie-,..intensified  in  Soiné 
seivice sePtors,-it,,is riô  longes  heOessary .for •the -se , ser-:_ 

'Io be -lcié'àted near'theiiéustori-i'âs, 
large,--çOnsu'ineïrnai-ketS2ÏsTn- Oi,..a  pie 

 iequisite  kit stipplrying . Sonie services; .Which is, nOt:,the_i• 

tegional lodàtion  of  rnàny sèr,vice-prodn,P,ing:firins:. 	• 
Siiallei, 

and exploit the  potentiat to expànd - beyondtheir'..t.- 
 ;:,••lOcarithadcets; andreCognize.the,thteatd-that ,rnay 

- 	 - 

, 

and Pi  ivatizatioïi  

In  many  of ihèSè.r\-Tie JndtistrieS, Stlidies.PrOgrain's, 
'§tüdieS Of the , transportàtionitelecorringinicàtioris';:--- 
i'banking  and  insurànce- ihduStries',.règnlaiion , fs'foinrid ,;:• 
to he  an obstacle the irin6Vativeness àriddynarniO' - 

':-developiiient Of these'indlistri,eS.:nis•-is•la- rgày, -; 
-...becàtise ,techriologiPeâdnoes.are.perinitting;corn:: 7'  '• 

f,à1é.eorr-new - and  differént fOrriàs 	, 
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The issues relating todecisiôns on privatization and 
deregulation  are  very comPlex and must  deeiçled: - 	- 	, 	, 
on the basis of in-depth  analyses  of speCific regulatory 
situations. Significant roorn still remains for obtaining-, 
induitrial benefits -from further deregulaàdn in the 
service industries. In addition,,regulation,had Come to, - 
be reçognized as a significant  factor  affecting  services  
trade : performance and the trade pOlicie's of nations. 
As a result, theSé issues are on the pbliCy -agendas of , 
othef Countries. 

Wide variations in provincial  o 	Procurement practiceS, ,  - 
professional àçcreditation requirements, standards , 
and:licensing are interProVincial barrierà to trade in, , 	, 

•services. ASnoted in thé Speech from, the:Throne,. 
theSe barriérs must be eliminated in order to fOster 
competition in thé services sector. 

Educaeon and Ti-aining . 	 , 
r, Neither the educational systems nor Canada'S training: 

and skills development programsin the:private  and  
.." public  seCtors appeaf to  have  reSpOnded adequatelyto 

the changing educàtiônal and skills-requirements aris - 

, 
, 	„ 

ing frorn'the shift in erriployinent toWard service's.. ; 
The folloWing areas require close attention: 
• the need for 'à significant expansion Of  training and 
; retraining effortSand initiatives on :the,part  of 

 -, Canadian industry:, 
• the neeô,to improVe SignifiCantlY, the basic skills of 

the labour force  by achieVing higher  standards  Of , , 	„ 
basicleducation; 

• at  the  secOndarY and pOst-secondarOevel of educa; 
the needto imProVe:"the 'educational system' s 

and erishre theYare ptodikindthe right -mik Of 
gradtiates With pr.  ofeSsiônal 
tO.ineet the needS of the grOwing human  capital  
intensive service  industries; and 

• , the need for a sirriflar_shift inernphasis of goverri: .  
, ment  training programs. 

The-Se conSideratiôns raise specifie policy  issues  , 
related to ensuring better cOoperation among industry„ 
the :educational Systems and governments; developing . , 	-„ 	, 
bettet,systems  for  assessing,and 

, requiremeritS,-and more flexible and reSPonsiVe insti-
tutions and Systernsand identifying incentives to 
encourage indUstry' to train and retrain ,its employees. 
The need to ensure long-term investments in bin-Ian 
capital parallels and complements the need ,  to-
encouiage long-terin-investments 

Information  and.Intelletnal ri-operty 

Information  capital is ône ,bethe key  elernents néëes- 
: sary'  for  a-healthY dôMestic serVicesector and for snc :., 

cess' inciritérnatiônal -trade in serViceS. A'Stiong — 

érnpha'siS;ôninforMation and intéllectual-propertY 
: policies is required ., an'éinnhasisthat 	aSensei par- 
. - àllels the Similar' einphasis:on hinnari Capital" and edu-n ,  
•cation'and training POliçies. 

Thereis some  evidence .  tO suggest that Canadian 
service  firinS are relhetant to:ad,opt new technologiCS,: , 
while research haS ilemOnstrated thaethe adoption ôf:' 

, new technologies is' ,key tb réMaining internatiOnà> 
„ 

competitie. Canada.',S  service industries  rintiSt  commit  
,thérnséives -'fo makindthé investméneS,in teéhnolcigy-
arid  information capital  rieceSsary to keep Pace with-
global markets': In particular, thiS is a means .of asséss. 
inginfôrmation, reducing costs, upgrading quality -
and'establishing strategic international linkages., • 

There exists a groWing WillingnesS to strengthen - 
prOteetion of intellectnal-property,fights in the inter; , 	- 	, 	 , 
nationaUtrading and negôtiating context, partichlarly, , 

:on the part  of thé  advanced  industrial natibns., - 
, Canada has an-interest optimum,  not maximum, , , 	" 	, 
protection  for intellectual prôPérty lh this respect, 

Canada has a negptiating int'èrest in -achieving an , 
international frarneyvOrk that recogniZes intellectual-
property rightS andiis  consistent  with reasonable access , 
to tiev;i information-based prodticts and serViCeS. 

, 	 - 	• 
-Other  major issues  to  be addressed'include: . policiés 

, toward,intellectual Property and  cultural industries, , 	, 	 . 	_ 
- public investrnent  in communications  systems, thé 
rùles'aridpriceS gOverning acceSs to data bases and 

infôrmatiôn-retrieval systems, costs -of :communica-
tions Setvices to user  industries, the  seope for fiiirther , 
detégulatiôn,  and the nature  and  importance of inter-
national .barriers-to trade :in  information  seryiceS. 

nternatIonal, Trade in  Services  

As a:relatively open  econorny for services, Canada 

	

_ 	 „ 
Stands to benefit from .énéouraging 'pôtential trading 
Partners tO pursue Sirnilarly libei.a.Upolicies. Thé FTA 

. provides freer access to Canada's lafgest market for 
services  ,(there are  exceptions,  notablY in transporta; 
tion  services),  while, aSIÀFTA WOuld- expand iliOse 
benefits to,inchide Mexico: The MT,N Offer' a Signifi- 

, 
, 	_ 	 7 	, 

cant opportunity  for  trade liberalization —  an  impor-
tant consideration in view of the EC'S  objective  of 'a 
single Market bY1992. À itrorig:contributib n  tô the , 	_ 	, 	_ 	, 
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• 

thé way- for  more relevant  research-  and poliey-  • 
2dev'eloPraent - ànd itriplernentation,''in all  of the public  
,polieYareas diSClissed` above; for  the entir&écônotny; • , 

COMMERC IAL  SERVICES 

• 

, :Uruguay koUnd of the  GATT (in serv ices), 
; a top public POlicy-priôrity:  

--,'Canada must,'_hoWeVer; imProVe its,inforMation: , 
'e on : the...Specific' s'-of hoW indiVidual'iervice - seCtors 

tra,de; the interestS of eXpOiters,and irnPorterS Of Ser- 
. 'Vices;  the  kèy,harriers to trade-that Waild,benefit 
,  Canada if elirainated; ihe: key traded SetsTriCeS with 	• , 	 , 	_ 	_ 	, 	, 

s  the  potential for-succeSs in international Markets; 
' linkages between  services - and  goOtIS  in  tradeï and  
the,intèrests  of  other: cOuntries,..PaitieulaidlY, ' 

:rdeVelOped 'countries.' At àïe same titne;  efforts to 
•- improVeotir trade statisticS need to continue and bè. 

expanded, alOng with our efforts:to aceeleraté intet..,_ 
natiânal, cociperation  on  the deVelOpinent  of services  
trade -"classifications and  _data.... 	, 	• - • 	• 

Research  perforrhed on behalf OfISTdby," the 
Çariadian"EXpetterS' ASsociatibn identifies à nuinber 
of prbbleMs, that dettaet friDinCariaçla's iticcesS at 
exporting serviCes. The StUdy identifies' the Critical ; 	- 

„ 	• 

need for Canadian  service  providers.:tô inn:Wove their : " - 	„. 	, 	, 	_ 
internal marketing CaPaçitY.,'arid-to deVelon Strategic' , 

 i'internationafalliances,• as,Wellas capaCities to,rneet 
' thé 'needS'of fOreign-MarketS'.:.-Finris intit "Seek, innova 

 tive 	 market  infonnatiOn; _ 	. 	 ' 

of enSuring  the cbntintied -availability of Skilled  mar-
keting Personnel; and of gaiiiingeXposurearid'devel; 
opingtheir reputations in international markets: : : 

.The study a1SO_ciféS,.the 'past ineffeetiveneSs-of 
federals-goVernment in dealing: With'à btoad, range ôf.': 
service:-SpecifiésiSsues, includingdefining  services,  , 
developing,ah ai,;varen- éSs2of service expOrts -and their _ 

. importance  toCanada, : and,,Créating thé appropriate 
,policies and,Pr'ograinstiPports i fOr serviceS2'While 	- 

,sorne:progree'haS been made; thrafigh  the Service 

. Industries  Snidies Progtatn,  an  açldressing thetwOfor- 
- mer conc,ernsi-riauch:Work has yet. tà'be 'Undertaken _r 
to Come -to a.bettei underStandingor  service  export- 

?" :problems ailà  issues,  and tà•create and prottiote'pôli, 
cles to'proide•SUpPort`fôr 'the service_Sectot; High  

.,:•on the 'list, of StiPport' : MechaniSinS identified11)y the  
Canadian a'éPcnreri' - 'ssociatiOnstUdy 	need:for' • , 	 . 
à concerted - marketing  infrastructure  and•Ifinancing ' _ 	_ 	 r , 	• „ 	,‘ 	, 	, • 	.  

..-st.i.Pport for exporteiSi  especially in regard,to small , 
•Tanid mediuni,sized businesseS which are More  service

expcitt. intensive. Assistance  ingaining'market inte111-‘ 
gençè, deVelopingbrOader'initiatives (such ai'devel-
oping Marketing Plans to confront•global competitige 
issues) and'heing able. tô access eXpOrt-financing , 	, 	 „ 	, 

- support mechanisms in Soine subsectors (especially'. _ 
when  they must compete against- foreign firms 	: 
receiving,gàVerninent assistance) are identified as 
critical  support  rnechanisinS. 	- 	• 

rkiev'èlgipnnt Pohey àiid. 	, 
P«igiu*in-fnjr  Services  

The 'developtnent of à deeper underStanding and , 
appreCiation of the role of Services -  in the  ecoriortiy„ 
has been 'hinclered.seVerely'by the.,laCk-of adeqùate 	, , 	. 
statiStics  on  all 'facets of the service  seetof, inCluding .• 
itS structure, Conduct and performance Clearly,' more ‘, , 
resnuices Must be devotedto  the  developmentiof 	; 

'serVice-'seetOr statisties. These data Will permit us to „ , 	 _ 	. 	, 
deal More effeCtiVely With sucti.matters as improVed„ 
productiVity  and output  rneasures;, the study of inter-• 
industry linkages, international  services  trade-. 
"ineaSureinent,,and regional development:issues 	for  

. ,à .sector affecting:three civartefs , of thelaboUr  force
StatistiCS Canada designed, but,has nbe'fu4, 

-.implemented, a five-yearprôgrarp. leading to the 	.• 
-, development of  a  mnrecoMplete product  classification

system for s'erVices and,' ultimately' , to a more çoinpfe,, 
 henSi've Sun'iéy of service : industries; This survey. Will 

include better measures'or  services  i)-foà,ces and Prices, 
and bettef estimates of real Output, productiVity. , 
change,' and trade•in  services Full  imPlernentation of 

• this  initiative  Would strengthen the entire statiistiçaf 
- -systerà  for  bOth goods and  serv ices  and-: wOuld, oyet',., • 	, 

:time', bring us cldier to a statistical data base for  
services  that parallels  the-'one  for gOdds.,.It 'Wout\d-also, 	. 
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CONSTRUCTION 
5: 

!THE CONSTRUCTION SECTOR IS A  LARGE AND DIVERSE INDUSTRY,INVOLVED IN A 
variety of activities including the planning, engineering, build.ng, renova Ion an 

répair of buildings and infrastructure (such,as roadways, railway's, buildings, canals, 
dams, sewers ancrwater lines). -The  construction  industry designs and builds Canada% 
infrastructure for future generatiOns. Thé sector's ability to  design and  'construct 
facilities within  budget and on time 'is a lcey factor in the competitiveness of all the 
clients this sector Serves.'  

Ob 

trticturè 
- 	;;T• 	 :5 '5" 	 5 •‘_ 	 n 	• 

ÇOnstrilàeiOttàhd cànStruction,:,related:act iyity  in 
 Canada ‘tOtalleci alinàsf,e8f bilIiOn , in, 181; about  

1 5 percent of the-GDP.,There,are:approirriatelY',' 
136:000 COntiaCtirig, :engineering  and architectural
firms erriplOying an estirriateit 673 000  people - 

Construction actiVity:intanada ie:PerfOrtried,both.- . _. 
_by:Contracting , construction  firms aniçtby entèrpriSes 

construction Work,- .  In  broad :terins:, 
the:Contracting subseetor:of the ir,r`duSny conSiStS 2Of.''' 
generatbtiildinganétengineering ContractOrs:WhO ,=  

"- undertake en t,ir‘&,projeCes,‘and trade' -ccOntractàrs whà 
perform' speCialiZed ServiCes:suchas site'preParationi -, 
structural steel and câncrete'WOrk,, mechanical  and  
:electrical wàrk; anct-dther interior anctextetiàr,work. 
The latter  as  SUbeontractOrs to gen--. 
eral eàntractOri ..ThiS.retationShiP ProVideS'a.,;diViSibn- 

‘.7,..; 12 Of. respOnSibility: anct, ,speCialiiatiOn of Skills; and: also 

helps tà rédUce financial eXpost:ire-bY: spreading the 
 tiSks on proje,CtS-. ,_ 	 • 	' , 

„ 
 

The  ,cOntiaCtingStibSeetor,cOrnprises,130000,estah.. 
liShrrientS that generated :',nearl$46,bilfién  of  work  

. arid'cOntributed, 9 rièrcëriç fi-j'the , CDP int value,.added 
-- '(eZchiding  the value Material  and  otherSerVices ) 7  

The'seetàr has a large' nninber' Of innall,finns.' The  
' largest 5 Percent  of the  'fitinS.-(6 	ahriost 

-60 percent of the  Y.s;Ork;', -valued atISÏ7.6 bijtiOn=Thé 
;remaining:1,23, 500Conipanies,do$1.4 bilfion Of 

" ,-,cpnâtrùetionWOrk -. ; 	,- 
In::addition;tà:`tüe:yio' d'c'PerfOrinédibYthe-dOntraet, 

• , irig ssubseetor, apprOxiinately:45 percent of  alk  

construction  aetvity,  in Canada' is "undertaken 	' 
si,ai:énterrifises  as  

and 'COinpanies'not 
Canadian Construction'coMpar,iies  are  Oriented,tà 

the  dOinestic market": Orilra small nucleus Operate- in 
expôrt inarketS;-iisually' when Expbrt, Development 

Co-i-POratiOnor'Canadian. International,DevelOpMent • 

finaneing. iS made  available  Canada,  unhke.,, 
.,;.-4,ié,..(Y:5: ? 1.Mp" 4#'  and  s.  éver,al',EnnaPeanCountrieS -,ha 	' 
' -;:not'deVeloPed  large,  'integrated; ,national construction  

cornpanies .W,ith - the",finariciat strength-, tonndertake 
majOr,turrikeyprojeetS. -  

EStirrnates  for  .198.4-idita,te sdre C#Iaà 	con- 
struction  çontractorS Obtained $113illion inforejgn, 
contraCts, ,-V_vhile 	 dotnésrid contracts Were 
awarde d .to,foreign:::OWned.cOnstrnetiOnLeOrnnanieS.`in_' 
bOth-feaSeS;t1'Wbillk Of the :Contract Value 	Spent  
on  labour, inaterials:. and:eqUiPment that wéi'ç  pro  - 	, 
Cured_locally; 'sà,that these' reStlinateS'donoat -reflect. c. 
balance of  payments Ievels 

Canadian 	
- 

conStilting engineering-firnis;  on the  

otherhand,-.have.had'inûchrgreater inVOlverrient, : 
in  foreign'eapital Prbject' markets,  and SeVerat have • 
evolved intolarge -organiiations wticie_r:eptitatidh‘ 

/arere,càgnized,internationally". ApprOx' 	 - 
,13 percent; or  $47.5-ithin kph,' Of consulting: engineer;':- ; 

r-ing totah billings  of $3.8.1ailliOn are •gerierated'bY - 
\', 	,• 

' Untit-rédentlY,  the dcim-etie construction  Madcei 
ePerienced  the  largest grOWth, in the ieSidentifal-seC:. 
tor.: Thé heavy engineering area exPerience. d,a rela 

fiVe -décline'Oveé. the ;past' fiVe, yearS,: particularly' in • , 
energy,.sector projects  In 1987,  residentiateonStruie-' 
tien aceotintédfor 44 péitni of ‘the total share-, 2-- '- 
While,engineeting:projectS,aecounted for- ,,lesS 
than 30  pèfeght; ëÔrriparécl . wfèh'2 19. -,perc'eht - âiid 
45-iPércenf;'respectively;  in 1981 . 	 . 

As a,restiW of the:recent écoricjinie slowdown,' 
.àrititiàl'growth";iaitèS , haYe -dropp.ec1 sharply' ;sin.  ee 
after 	 r41,Yearsàf 'unusii al: strerig 	 resident ial  id ent 
C`cinstruCtiOn Sulse,CtOr has  beeri-,-fiie PartieularlY'' Thar& ; 
Weriewi'hOnsing startS'drOpPing:frbin-246  000 in 

= s  1987 tO  182 000 
to be-théfirst tO:recnvef,:es -pecfally ,,if intereSt:rates I 
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CHART 1 
CANADIAN CONSTRUCTION EMPLOYMENT 

Thousands 

Source: Statistics Canada. 

CHART 2 
CONTRACTING VS. NON-CONTRACTING CONSTRUCTION, 
1987 

TOTAL CONSTRUCTION ACTIVITY 	 CONTRACTING BY TYPE 

Source: Statistics Canada and ISTC. 
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to be the first to recover, especially if interest rates 
continue to drop. 

Such cyclical slowdowns result in severe reductions 

in employment in the sector and place the economic 
viability of firms in jeopardy. Similarly, during boom 

times, firms have often been forced to pay premiums 

for labour and material. 

Performance 

The Canadian construction sector has been successful 
in the domestic market. This, in large measure, is a 

result of the efficiencies required to meet the strong 

competition among Canadian firms, and of the exten-
sive specialization, particularly among the trades. 

There has been a general, steady gain in productiv-

ity performance from 1970 to 1986. The Canadian 
industry averaged an annual increase of 2.8 percent. 

Comparative statistics on productivity tend to be lim-

ited, and it is unclear how Canada compares against 

newly industrialized nations (such as South Korea 

and Singapore), who are capturing a growing portion 

of the world market. Although no published informa-

tion is available, labour productivity in Canada is 
thought to be ahead of the U.K., but lagging behind 

Germany and Japan. Relative to the U.S., the 
Canadian industry appears to have performed better,  

but there is some question as to the comparability of 
the data available. 

The statistics do show that U.S. labour costs have 
increased 8.3 percent, compared with 5.3 percent in 
Canada over the period. 

Many of the largest heavy civil-engineering firms, 
in Canada and abroad, encountered financial difficul-

ties during the 1980s as a result of reduced levels of 
investment in major resource-based projects and 
infrastructure. Further, the restrictive nature of the 

bidding process in North America, coupled with 
heavy competition for fewer jobs, cut profit margins, 
resulting in many firms having to restructure or 

severely reduce their scope of activity. When 
measured in real terms (i.e. net of inflation), the sec-
tor's growth had fallen from $4.8 billion in 1977 to 
$3.5 billion in 1987, peaking at $6.8 billion in 1982 
when the recession began affecting capital project 
investment. During this period, the sector recorded 
an annual decline in growth of 3.2 percent. By com-

parison, the real output of the whole construction 

industry expanded during the same period, from 

$53 billion to $63 billion, recording an annual 
increase of 1.7 percent. Net  profits before taxes 
dropped from 3.9 percent in 1977 to 1.6 percent 
in 1987. 

CHART 3 
TOTAL CONSTRUCTION BY SECTOR, 1987 

Other Sectors 
3% 

Engineering 
. 29% 

Residential 
44% 

Source: Statistics Canada: 
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U .S. 
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CHART 4 
CANADA-U.S. COMPARISONS: CONSTRUCTION 
PRODUCTIVITY GROWTH RATES (Various Periods) 

Average Annual Growth Rate (percent) 

1961 to 1973 	1973 to 1986 

Source: Economic Council Paper (1990). 

Strengths and Weaknesses 

Productivity is essential to the construction sector's 
ability to compete, and a competitive construction 
sector benefits the entire economy. For example, a 
10 percent increase in efficiency through better man-
agement, optimum use of labour, capital and materi-
als, and better building technologies can contribute 
$8 billion of direct savings in the $82 billion annual 
Canadian construction program. These savings trans-
late into more competitive Canadian products and 
services, in both domestic and export markets. Unlike 
many emerging competitive countries, the impact of 
the construction sector on the economy is only now 
becoming recognized in Canada. In emerging 
countries, construction is frequently recognized as 
having a strong national presence. 

Several of the most important competitiveness 
issues include: human resources, training and labour 
mobility; technology in construction; management 
processes and practices; competitive financing and 
taxation; internal trade; risk management and 
vertical integration; and infrastructure renewal. 

1973 to 1980 	1980 to 1986 

Human Resources, Training 
and Labour Mobility 

Construction employers and employee organizations 
have developed joint initiatives to improve produc-
tivity through more effective apprenticeship training, 
greater availability of skilled tradespeople and better 

construction safety. Currently there ,are joint 
industry-labour efforts to improve labour mobility in 
Canada through a national Red Seal certification pro-
gram on apprenticeship trades. Business and labour 
were involved in the Apprenticeship Task Force, 
which submitted a report to the proposed Labour 
Force Development Strategy in 1990. The report 
suggests that business and labour get a greater say 
in setting standards and curricula for apprenticeship 
training. 

The sector expects that the new Labour Force 
Development Board will recognize the importance of 
apprenticeship training. The Board is mandated to 
advise governments on labour-related issues. Highly 
qualified personnel who are certified to work in more 
than one province are of critical importance to 
Canada's prosperity and competitiveness. Many 
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:•r 

,'..tradesPeOPle•wOrkingin -ManufaCturindand'reSOurce,» 
,-, inçliistries were Originally trainect under apPrentice, •'• 
•;ship, prograrns - in the "construction s: indnstry. - 	,;, •,: 

. In addition,  bOth  business and labour  -shate-,the 
view-;that thé Ciirrent treatinentiàf ernPloyment-

‘,related.ekpenses tinder thefficoirte'TaX Aet;seVerelY, 
c liinits Worker" mobility':in'COnSitiietion. :BY Preventing 

thé deductibility-  of'indiVidual ern-  PloyMent;-"related-,,-; I 
relocatton eXpenseS, the  Act  treats 	' 	• 

construction  wbrkers differentlY frdin SelfrenplOyed. 
'.:people' and  travelling Sales representatives ::: 

Irégehnoliogy,ih.CônstrùçiioW. 
In addition to,highly:qUalified, : pèreirinel;',Cbmpeti - : 
tiVenesSis baSed'upOnatiOption  of advanced  

- 
	technol- 

ogy by the ConStnictionIndustry; Sirice,the seetôt is 
and'dôiiiinated.'by-siànalr 

there  is 'à need ,tciirri-  ptO,Ve•-thelinks betWeen-thesec7.,..', 
tOr and teehtiology:c:ei14:ès;(suç'h:as.nniVer'Sitie'S) in 

 :Order'terproniOte- th'e_deVèldPirient  and use  Of 
advanced-teChnology 	' 	, , 	• 	, ' 

'ThereriS- an  irriniediate: need SfOr.:R&ID to inereaSe 	' 
., 

 
the use of  inictoptOceSsing tèehnOlogy  in the  industry,, 

, to pidmOte greater Use of adVanced,industriatinatert-'. , 
àls  and  to dèn eldp new  technologies  related tà,mate--,,  

: rial 'handling and enVirOrimental cOricèrris'.,The 
'  National Research  COUricil,throu'glirthe Industrial 

Research -,AsSistance'PrOgrara; isfSuPPOrting à national, ' 
,rietweirk'rOf 3 4teelinOlOgYjadVispr' 	hele sine ;  and  
rriediuM,:sized"'éonstruction contractors tà, , 	, 	• _ 	, 	, 	, 	„. 	• 	. 	. 

'neW teChnologies into their firiris and woik  sites This  
•; ,prOgtairi has had a -gOckl: réspOnse frbiii. 'the Secto r . 	, • 

' ,111àn4gemènt .Proté-sség  and Pr àètieès 

Large. and inç-re -asingljr,inore ,`çomplèx .,calijearproject 
. 1e' 	I f'  recluse 	er ve s o pr_ject mariagement ,compe-, 

teriee: In Canada,  the -Management of,the'indiVidtial ' 
éléinerits'of à capital project, from  concept  é0 . impie  

'rèl'çfittitri and Operation; is cOnsidefecitObe,goed:" 
,rerriairi. internationallY,C6rnpetitive, - nianagernent 

processes and practices need:to:be,bettersintegrated 
` 

 
and  streamlined _ 

The  proCeSSOf. corieeptualizing'anddevelbping ,  
major  PrOjects.that are efficient and effective  is à topic' 
of stùdy by the'COriStrifction'Jncliistry2Development.: 

' COnneil, an adVisOry: council tOthe Minister  of  ' 
Industry  Science and‘ TeChnolOgY Canada.s:  

Competitive Viriancing  and Taxation)• 
Given the:,•international COMpetitiVe 'situation; the ' 
availability ni'StippOrt being.PrOvicled thrOugh Canada:- 
.'AcCourit FinanCing,,(Sectinn 31): Of the.EXpOrt,' 
Developmnt COrporation'•,(EDC)'has been.Of great,.: ; 
importance  to  the international capital  prOjeCts 

. 'seCtor.,This - firianeingsùpports''projectis inconntries' • 
where  the  risk:is:Such ithatrtraditiOnal lenders are nôt 

-actiVe; : and'is often i-ieeded'ià iria.tCh„the:fiinding•pro l.., 
Éovérrirp' ëti,t of  Canada'.S:ClapapetitOrà;, 

cOnceSsiOnal funds  have  been fully  commit-
ted  in the  laât tV;ro yearS,,and  support  has been,Withr 

 cli:aw—n:frOin'rnany Markets WhereidneeSSiOnal fiinaric2,. 
• ing isrecluired • 	 - 

dhird,liaà  the  only market -  Where à CciriCeSsional 
line  of  'credit remained available &  to-, Stipp-Ott Canadian 
exPorterS,-bUt the leVel`Of -activity- : was i;edùcéd'.--,  
because  of budget  ; Conètraints., Exporters, Viere ericour-., 
aged tà-fô.Ciis:On markets 'Where' COnCess 	 financ- 
ing 

 

	

ienOt rètinired2The'prOvision,Of.coriceSSiOnal• 	; 
financing;:'for:sbmg,projects, péfmits Çanadiào 	• 
:coriktueticin  coriapànie .s, to kiéttër cOmpeté àgàinst 
thèir nacistl}i larger internatiOnal:Corripetitors. BOth= 
•ElDC COrporate ace:mint financing and Section .3  1 •-  ' 2 

•i':.rion,coinees-  s,-  ionalifundS.were. (and :are) aVailable'fOr 

This issue  is  of  Patticillar'boneernt'là  the  consulting 

» ..,- èrigineeting,communityand -';world  leaders in. the  
. export bf„their serViCes:, By'extension ;',.it will  affect 
the  sale pf-,many,otheï,Canadian gOods-  and  serViCes, 
•_,The.induStry.c6n,siders, th-at côMp,etitive finaneing, 
iriCinding-côncessibrial financing;  isan investrrient` 

that"not only benefits Thirtl Woild'cOmniunitieS but • 
•_•-• -dïreetlY SUppbtés• thé positioning of Cariaçlian 

eXPOrters,  in  fOreignmatkets  and the  sale of many 
 -',CanadiartPrOdnatS and  services›: 	 _ 

Considerable delays 'oftenpecur iri , reëeiviriâ-pay-
trient'fOr e?_cpiet ,càpitelitoje -éts:, 	qr; -̀2iticOt.n.o ,  

taxes are -incurre 'd'on an ac,crual bas'iS.and taxes Must:: 
.Paid in advanceàf reeeiyableS being çollected:. • 

The  indiistry believes thiS:regiilation limits its'rabilityj, 
•, 

. 	. 	, 
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Interiià1 Trade 	 " 
1  These,cebr rriaintainS that:interprovincial barriers tO, 

the mobility:of "capital,'goods,  services and labour  , 	 , 
hamper the sector in becorning big enough to meet , 
stiffer international 'competition frbra large, vertically 
integrated firms. TheY also  argue  that local  and 

 regional preferential ptoCurement prac,tices_ are 	_ 
keeping thé sector fragmented,:theréhy, constraining-
theStructural 'development of the'"sectOrand adding 
significantly to the cost of Canada's -industrial  and  
civil infrastructure. _ 

- The Sector Weleorne&international trade-  liberaliza- 
„ 

tiori, and Urges the federal  and  provincial goVern-
merits tô  continue  their efforts to reduce tradebarri-
ers affeCting the construction sector within Canada. 

Risk, Mariageirient- aiid Vertical Iritegrhtion-

The use,Of the firm Price,  bidding procéSs, which 
involves Contractôrs CoMpeting  for  Work on thé baSis 
'of a fixed price,  and the  low bidder being"awarded the 
contract,- tends  té).increase thé adversarial  relation 7  
ships between the >stakeholder&Of thé projeCt, Often , 	, 
leading to Cost oVer,--ruris. This tends to produce -pro.,,- 
tracted and exPensive litigation. Some international - , 	„ 	 _ 
fin-1as have reduçed this risk thrOugh vertical integrà-
tion, redneing the-number of stakeholders On à 

, 

project  To meét this challenge, iricreasing.numbers 
of Canadian contractors will likelY rriôve to 'aequire: 
ah integrated capability through jôint'ventures, con- -  - 
sortia, and so on. . 

Infra-striiefure''Reriem;à1 
, 

The sector is very aware of the link between the Con- , 
dition of the nation's infrastructure, such as highwdys, , 	, 

, and the oVerall èconomic competitiVeness of the , 	, 
country, and that there is insufficient inveStment  in  . „ 
infrastructure:renewal and improvement. The sèçtor , 
sees a potential to strengthen its competitiveness by 
reducing the cyclical  nature of the business  through a * 
long-term reneWal program. 

oilttio>c&  foi the  

The ConstrUCtion seetôris -generallY well PôSitioried' - 
to meet the,derriarids'of the dorrieStic Market during , 	 , 	, 
-thé   1990s, -  except for  very  large  major project& On a.. 

Indiistrial:telations  ii  -the seetorhà .Ve gerieraIly 
beeri'managed :well, althôugh  the large  nurribér of 
small 

_ _ 
firm& Many eraft, unions' ài-.1.4.nutrierôus  

einplàyee bargaining i_lnits CorripliCates the process. 
. Canadian contractors coritinne to derrioristrate . 	 , ,• 

modest prôductivity:groWth. Although labour prodde-
tivity iS,thought to be good,-theré_i&a need for Con-, 
timied improvement-to. Meet the challenges ofinter- , 

-national firms, such:as-those from derrnariY-and 
Japan  

The  sector Will  have  to face frier-easing : - 
 international cornPetition;-particularly from the ' 

larger,'VertiCallY integrated firin&. ReCent-events in , 
Eastem, Éiirope:Should'Pres-  ent new  market  opportuni 
iies-fôr:engineering:,firins.The potential  for  Corittad-
tor irivOlverneht Will'dePendlargely on theit ability. 
to engineer, procure,  and,coristruet insuCh Countries, . 
or on join  ventures with other:foreign firms familiar, , 

" 
with thé market. In addition, acceSs to:competitive 
financing Will be important., The existing nuraber of _ 
.federal'goverrunént-export,:suppbrt pràgrams should 
ben-iaintained, as a,MinimUni,'to'rriaintain  or ereh tci 
blind  on  our  présent success::  

AritiCiPated inereases in inveStments resUlting from , 	• 	., 
the heed io tiPgrade fadilities, clean uP Sites',  and  ." 
recycle wasté proçlucts, for enviroritrien,Ltal reasbris , 

frePresent:,aesignifiçant opportunity,fôrthe . 	 - 
Cônstinction industry as 'a 

: turnkey basis; The 	 n ,sector is Well deVeloped regioally, , , 
, has acCess to competitivelypriced  inputs, and has ' . 	. 	 - 	, 	. 	.- 

,specialized and techniCally corriPetent rnariagerial 
- skills available to it. -It will; hôwever, require contin.,- , 
- uedimproverrient tô maintain and improve its_ ' , 	,. 	, 	.. 	, 	, 	— 
competitive r positidn. 	F , 	",_: 	: : n 	 .„ ,.. 
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`A.SeCtôtiil  Agenda foi4- 	 ' 
Iritérinittional - CôlnpetitivéxieS 

The challenges  facing the 'sectot - in the doMeStie Mar-
ket include the need to aehieve higher prodUctivitY 
levels throngh developing and acquiring techndlogy; , 
having_a skilled, MObaeworkforce;temOving internal 

, barriers to trade;' enhaneing  management  practice's; 
aChieving betteetông;terrn planning by Clients and_ , 
governments .eé, ease.the  Impact of fluctuations in  the , 
business cycle,  resPonding‘to the new market oPpor-,-: 

,-tUnities in the  environmental seetor;:and meeting the 
- need:fornew environmental Starielards.'. 	 , - 1 

In  Canada; construction R&D 'ekfiériditureS are low ' 
• cômparedwith Other iridnstrialized countries.,-to 
adV.ance the technological base„thereis à neett, in - 
indu. stry,ià mobilize inCreased'Sibffilinds‘ and  to 
develcip links betWeéri induàiry arid:centres' .Of 
technology,. This'Will faCilitate„the  diffusion of  new 
technOlogy throughout the sector. - 

t_ 
 

The Constrtiction IndlÈtry bevelOprrient -Conneil , 
, is studYing the level  of management  cOmpetence 
'essarY to undertake„caPital projects , of increasing cfàfn.;:, 
PlexitY.; The tesültS' of the studii àhà'its récOrrunendà :: 

 tielris: are 'expected  in 	Partieular -attention will  
bç'pàia to actiOns, that improve:on-1. management prO; 
CeSses anct,PraCtices. The Challenge _Will- be for the 	, 

" sector to.adopt thereçomineridations that are , 
-applicable  to its OWn firrnS,'  

A skilled, mobile Work force, Which is certified to 
work in àny province, is unportantto  the  efficiency 
of thé industry. The new Labour Force Development 
Board should be encouraged to recdgriize  the 	e 
importance of apprenticeship training and to irn/olve 
the industry in its developinent Of Policies - and 'alloca.): 
tiOn of funds. Expansion of  the .Red ,S al prograin to 
include  more : trades and wider accentance by  _ 
provinces will greatly àssist worker inobility. 	, 

Interrial barriers and locat-preference policieS 
'erected by provincial and municipal gbYernMents 
(usually for rasons  of regional develoPrilent) irripeecl 

, 

the  structural  development of the tônstructibn,sédor„ 

-acld to the: costs Of Canada's infrastructnre, and rnaY , , 	, 	 " 
'constrain:the development  of large national  construc-
tion çàmpariies. It' isekpected,thât_côni -tructioh will 

' bé added tO' the -agenda uPcornirig'feder‘al-': 
provincial' discussions on  these: issues -  . 

The challengefor the sector in thé intetilatibilat . 	, 
' r - matket_Will be for Cana:diàti coristruction,cbmpatlies, ,‘, 

tho.t -aequire the size, design Capability and financial - ; 	„ 
strength tOcompete-for large prOjects'Where foreign 

'clients are frequéntlY looking  for  an- engineer/procure/ _ 	_ 	, 
conStrUct çapability., ,The seetor_wiltneed topursue ; 

'--options-that a.ChieVe,6me integratinn of thé ;- 
-activitieS of Consiilting engineers ahét cohtractors,  in  
order tà -be able to further' penetrate international ' _ — 	 " 	•  
capital project-markets.  

; In addition, the sector nee& tôlPurstie optiorisl-Or„ 

	

, 	, 
irriproVed -aCCess to finaricing.Efforts need'to be made ; 	 . 
to'redncethe ConceSsic :Mat fina_ncing and related 
ineentives prOvided-by Other cOuntries, in order to . 

' = -reduçe  the  need  for  Canada Accolint financing.- As 

 well,the  sectOr needs to develOp neW and,'éreative 
- apprOaChes to.financing international projects. 

ae 
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TOURISM 

MAJORCHANGES ARE TAKING PLACE IN INTERNATIONAL TOURISM MARKETS. THE1 
offer bath opportunities and challenges for the Canadian tourism industry. 

Canada's ability  to  maintain its position as one of the'top71 e international tourism 
destinations depends on new approaches and an equal and concerted effort from the 
tourism industry and governments at all levels.  

Strùéture 

' 	Làiiiést hidustry, ' 
' TotitiàrnçoritrIbutés More to:globat and national - - 
'economies , than Most peOPle'realize'. indeed, it iS‘ , 
airiajOr "Cdritribiitcir..-Yet, o'hecause it is,so wdyenintd-7., 
the fabric' of thei`eçonOrnY;,1ÉS,signi sfiCanCe',dfteri gdes 
unnotiCed. 

employing  more people  'hâti2,anci.i Single indn'Striaf 
seCtdr." in rnOst'deVeldried nations;_it has beedine‘the 
largeSt Consnrner:hOuàehold:ekpendituré after food 
andhouSing.: , 	, 

The  tonristn iridnStrYJ_Cônsists,df inanY different -.-.- „ 	„ 	„  buSineSses,sprOviding a ,'3,,Vide selectidn of produCts hnd 
Service:S .:, This diversity-niake&,tàuriSra h diffiCult 
industry to identify- ands,ritiantify,-and acedtirit'S.for'itS 
SeerningiohSenrity. ' 

,Important  f6i->Can4ilit 	 , 

	

, -TOuribingénérated $26  billion  in,reVenneS- fôr 	, 
:Canada:in-1990: Thi,S- is équivalent td4  percent of 

Canada  s.GDP. The dOmeStiesmarkeeadconnted'• 
for 71  percent  and  the international 	for 
29 PerCent, Transportation  accounted: fdr;‘,15:,percent.  
of  this  total, food and beverages 2 1  percent; saccOrn- : 
Modation--16  percent, and  reereatidn and 

'entertainment:7 perCent.4 	' 	 '„ 	• ,, 
Thé,totirigh indtistrY,has, a Wide spread between 

 `the  Cost.9eit-ss inputs.- and ,the ,priceS it rede ives.. for itS 
OtitPùtà..,. Wider than'inanY other  industries In 1990, 
thé tdurisinjndûStry talone'Contributed US$22 billion', 

' in Value added - to the Canaçlian econorny':,T4iS wds', 
nibre than the  contribution  Of either thehgriCulture'' 
or auto industries, and  imore  than-that Of the 
electronics'' textile; and steel indtistrieS ,  coinbined 	' 

,.". ? - ; TburiSrd.adds'ÏO'Canada's eport earning s  In 1990,  

foreign Visitd' rs„ SPent over $ 7:4  billion in Canada  
This makes  the - foiiiisin.indùstrY  the  fourth±largeSt 
,earner'c'd .foreign''éceliange,'afteiinOtOr vehicles, auto 

j parts and communications and  eleetronie::erfnipmen : 
 aheadzOf WOOd'pülp, newsprint; luniber and cnicle 7,  

"petroleum  
iiiii,ottà,-itipàrt,f, the eedn'Oray in all.: 

regilOnS'Of Canada As a, percentage df. groSs  provincial 
 „prOduCt; it  ranges  -frOin h he Of 7.5, percent  in Prince  

,-.=.EdWard,ISland tO a s tOw  of  2:9 percent in:Quebec., 
: 'Where it Mids-"aS the sixth-largesinduStrial,S'eetdr"': 

-0-1è provirice.  
•'Reventies.Éèirieràted 	 eednomic 

'spinoffs They include $41.  billion o1  investment ' 
-7:Speridineon tôtiriSni,related,infrastructûre aerOss the . 
'-.country. ; TianriSin'also generated :nearly $12  billion . 	;. _ 

in revenues for the  various Ivëls  of goyérnment , 

Lixid 	 Blisinesséi s  

In Canada,  there, are ."60 000 buSinesses in.  the:t6nrisiti: ,,- : 
industry,  85 percent  small  or medium  sized  enter 
prises  TheY'SnPPly- gào-kand SerViCes,,tObnSiness_and 

; Pleasnre -travellers.).- --AlsuCh,',-the inclu'stry-.COrapriSes' 	' 

SeCtOrs andSUbSeCtOrS 'Of Other indnSt'riei.:The ., ' 
National  Task  Force On'TOuristri, Dàtà,identifieS'the," , 
percentage of  iev—enue-S,generateif._br'tourisirii  in key 
-sectOrs ga:idr,e léinentS of the  tOuriSin;indiiitry  are 

 defiriedhS: 	 ' 
, 	100 Percerit- ;; ', 

, Pas'erigeriràrisPOrtatiOri, 	 100 percent  5 -  
100- 

toTt,d,OPérato 'r's 	 :.:100_, Pericent 
-. :RécfeeiOn rar,J,  amusement 	

!47  perceiit 
Rental  àiia'pfivaté càrs' , 	30 percent 
Food services - 	 - 	 17,percent 	, 

' 	- 
4'..('-.5É,à11reVenues'àerier`ate'cl by  food serv ices, 

 'A7-iiercent is, Èerieràtecl-by 

, 
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TOURISM 

A Lnbour-Intensitye Industry_ 	, , 
The industry employs one in every 29 Canadian , 
worker*, Or approximately 615 000  people The  
accommodation,  food  services  and  transportation
sectOrs dôrninaté the tortristn:industrY labotir force, 

and aecount foi- nearly 82 per-Cent of the tOtal. The 
largest  concentration  is in the accommodation sector, 
(45 percent). Scitne 73'000 jobs are in the manage-
ment and sùperyisory,categories. , 	- ••• 
-, Women aCCOunt for 48 percent of  the total  totirism 
labour force  They  are  dispr6Portionately represented , 

. in the accommodation sectôr (59.3  percent), the food' 
sector (58.7 percent) and the transportation  seCtot 

'..A  Strritegic Role 

The tourisna industiY"plays]a:Strategie:rolel:'in the 
Canadian economy:As such, -  it is key tà Canada's: - 
prosPeritY. It creates  jobs-  at all skill and'experience 
levels. It can -drive deVeloprrient'and .grOwth in any 
region:of the country, It is a significant contributor'to 

< the'GDP,'and a major  eatner'of foreign exCharige. 
While diimestic travel: PrOniotes Canadian identity' , 
international tourism to ai-id from Canada enhanceS 
global trading relations and benefits "other inditstries. 

Perfôrmaiice. 
• , 	• 

'Declining Growth  

The tapid growth in world tourism.  of the  past 
40 years ,has slowed cOnsiderably. In the -1950s, ,  

' arrivals gréVv àt jtist under,12 percent a year  In the  
1960s, thé rate of  groWth was just Over 8 percent à 
Year, in the 1970s, about  6 Percent a Yeat. The 1980s „ 
showed agrowthrate Of only 4  percent  a year. • 

, 
 

The  deCrease in grOW' th Of vi'sitor arrivals; decadg 
by decade, has,been.matched by redüced gtowth in 
annual receipts. The average, annual, increase of just, 
oVet  14 percent in thé_1950s'iell to 'about  8  percent  
in the 1980s . 

Canada's-tourisni industry haS,13enefited froni 
groWth in worldwide tOuristin,-and has cOrapeted 
sticéessfully in the international market. Revenues , 
generated from international travel tchCanada have 
been grovving at rates that  compare  favourably with 
those Of othe'r major  world foutist destinations. For  - 
eXample, between 1980 and 1988, Canada's interna'. 
tiOrtal totirist reeeiPtS greWty . 9.2  percent per  „ 	, 

ional receipts aniong' OECD mernbers: The :LI.S” 
'took S'eeorid Place from Austialia, which shifted id 
•,third. France recbrdéd the highest rate  of growth in 
1989 This-teduCtion is düerto negligible growth  in 

 .U.S.jrêcgips' and slower' gtoyVth'in, viSiots 'frorri 
oVerseas; with  the exception  Of Japan. 	• 

-The -,U„:S. iS Canada's : largest inarkefOr  inter 
- national touriSts  Ir  acconnts  for  80 percent of  

international VisitOrs and 60 percent of interna
tional receipts: Canada'S'Share Of the American out- „ — 
hound market drOppécl:by-5  percent  since1984,'froin ' 
33 percent to 28  percent In  1989, the ntimber  of ' . 

, • 	• 	_. 	- , Arnetican visitors dropped by 4 Percent and ternained , 	. 
lai in 1990.  „ 	 , • 

Domestie travel-increased by,OnlY-6 percent during.' 
the '1989s.:Dorriestie;Pleasure travel deCtiried bYaboUt, 
6, Percent over thât:peiicid: But the decline waS:àffSet 
by a'strongiricrease  in biisiness - travel.s a result,: 
:dôrriestic-pleaSut'e tr' ayel's 'share :idCaiià.da's tOtal".. . , 	. 	. 
tOurism reCeipts dtoPPedffrom 78 percent in 1980 
to'71  percent  by .1989. 

Canadian outbOund:traVel,has expanded`' 
drantatically: It'iricreased by bver60 pet -gent dnring 
the  deeadeCanadians experienced the 'sâme benefit's. 

	

, 	 - 	 „ 
of ecOnomic growthaS,, rgsidénts of other developed, 
cotintiies ;  and'so they i'esPorided  in a*iirtilat 'fashion 
brtraVelling abrOad.: , 

Canadians tra,;e1 abroadfor inanY teasonS: 
are_not'aYailahle Canada , . „ 

(e.g..Wiriter stin spots), and mariY Canadians perceive 
domestic tOurisin products'  as  nOt'cOirMetitiVe with 

 :those-of the U.S. (in terms Of ptiee).A re'cent,trael „ . 

, (30.7 percent). 

(on aVetage). This rate was eXceeded only bY Japan 
(29.3 percent) and Australia (12.9 percent); Canada 
rankedaheacl'of  the U S (1:8.percerit),- SWitzérland_ 

'-- (7.6  percent), France  (6.7 Percent), thé UIC: 
(6:1 Percent) and West Germany (3.2  percent)

This  growth in international  receipts is réflected 
•;in Canada's tanking airiongWôfld totiristn'incOme 
earners,. By' 1989, Canada plaCed:ninth. Its shate 

'-'ofineOme'earnings ainorig OECD members :sh6wéd'- , • 
à slight increase from 3.2 percent in 1980 to 3.4  per  ' . 	, •.- 

, cent in 19,89., This  performanee,was'due-to„high ratés 

' of gtOI:vtit-betWeen 1983  and  988'(10.8;Percent. OnT, 
average), This offset the tovieriates:eXPeriericed- , 
,dUting thé recession.of  1981 82  

- rSinee 1988; ,there haà been „a MarkeddoWntuni .  in  
the grOwth of,inernaticinal reàipts. By 1989, Canada 

, had di-OPped to fOurth, place in:grOvAh rate in ihierria 
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TOURISM 

, P,tiCe and Value perceptions sütVey shows -that 
Canadian:  respondents 'find priCeS in Canada to 
much higher than  in 	or„,-EuroPe..2: 

As a result, the.traVel ae rcounthad a deficit of 

$3.5 billion in 1989: MOSt-aciVanCéd induStrialized"' 
countries have à travel --aCCOimt deficit  One  sign  of  , 
clornestiC.proSPetity is that citizens have the money 
to traVel abroad. In 1989, for exaniple,  West 

 Gerinany had à trayerdéficit'of $19:2 billion, Japan , 
 $22.5 -billion and  the 	billion .- thé-,V;S. 

had its first- surplus ‘ in travel acCoUnt PaYMents only 
_in 15,90- 2. 

International Economy is Becoming 
Moi  e Integr ated 
The  World of:the - 1990s is-fat  more  integrated in Prod.= 

. -net and capital  markets, as  well'aS'in ownershiP,  link- 
ages and teChnology fiows Businessés çarynoi,V.obtain- -_, 

• resdurc.es froni anyWhere  in the wcirld and develop. ' 
service s and prodticts  for  Sale anyWhère in the Wôrld. 

In support  of thisjklializaticin  of business  aeriVity, - -_,- 
--teleeorninuniçationS and distribution systerris make . 	, 	 , 
information more accessibleand vital for decision' 
Making. inlèw :technology noW provides opportunittes 

. to distribute  information on  tourism products all,oyer 

Airline deregulatio.  n'iS:oCciitring all oVer : the  'world; . 
. Increasing competition has.created ldWer prices, 

.indre routes, greater  aulne  capaCity and, thus,, more 
long-hanl traVellers. Canada Must ri6W Compete with 

-Eu. topean  destinations  to attraet Û.S:. ,interriational 
traveller's'.  

Tourism area§ and attractions in mani,i:countries -
are alsç::i'forining alliances With'airlineS, : traVeUagents;: ; 

-tour operators:and other bùsines'ses:tci:cleyelop ._-and , 
rnarkètitheir'prôdutt§to : tôuristi-Wdrldwide.-;Canacia'S , 	,  	• 

, :toürisrri indhstry has  yet to tak'eftill advantage  of , 
• 

strategie partnerShips. ,  
.kegional-trading blocs are ernergineNorth 

Arrierica, Europe and Agia,Pàeifiè.-QàVètnrnents':àrè_i-, 
elirninating ,trade and tbürism'liartiets and encotirag:. - 

: 'ing:the free flow  of people and 	among bloc: 
Countries. The EC,-fdi exaMple, IS:strengtheningAts 
-infrastructure and,prograinining tOhenefit,, . 	- 	. 	 , 

, 	from this liberalization. Canada Will 'need tO•Work 
harder tO attra'ct'touriStS from other blots:: . 	 —  

,Cluinging International Markéts; -  

	

, 	• 	_ 
The  198.0S wittieSséd Significant Changes in tiourisiii 
markets : Social and dernographie shifts : are  affecting 
traVél habits and the;type'of_tourism-pi :oduCts 
clerrianded., 

. Populations  are changing shape'in primaty 

	

._„.. 	, 	, 
'eoPle are  living longer and healthier liyes; birth 

rates arelOWer; Baby.Boomers-are Moving into 
Middle: and older-b.ge; and two-incOrne families 
have emerged: -  

'Thesé:changeS  affect  thef'desireS and habits of 

travellers. A'signifiCant Market  segment of older, 
,Wealthier tdurism'clierits,now-e5cists. They are Con-_ 	, 
cernedWithsecurity,,safety and health,  and have 

 beeorne diScriniiriating-,and Value;.Cdriscious, They  are  
:- more exPerienCedtrayellers .-,with interests in cultural 

experienees; éXotic  trips, nature,  outdoors and  the 

 enVironment: They  are pressing  suppliers td adapt,- 
: inifiroVe and add Value:;. - 	 , 

1_ Also,  the market haSs fragmented into  distinctive  
- 

,groups With specialfzed interests. -These ineltide àff; 
season xisitors;‘seniors,'the -Weekend-getawaY , 

 consumer,,andlong-hMil.air, 	travellerS. 

The  United ,Staies 
While  the U S  haS rernained Canada's largest 'single-: 

_ Market, its dominance has declined throughout the 
déCade. Althciugh  U S  visitSito Canada grew;bY 
11 percent  dtiring the 1980s, visitors frbiri overseas 

';.grew.by 61-Peteent,Côriseqùently; the share,of  inter 
national receipt§.from Americail viSitots deelined 
from 18 percent  in 185  to 59 percent in  1990. 

The U.S. •market  is'éhari-eng,The rate . of  popti-:, 
làtion groWth  in the U:S; has slowéd.'The  dominant f 
13aby,Égoni gerieipti&i is agil'ig..,Peôple are  migrating 
from  the  riôrtheast :p the sOuth  and  westj 

ConSeqüently; thè.area  of  origin of.P.S-tourists is 
chang. ing.- :The nuMber  of  tourists 'arriving' froin ribsTv,- 
liorclér:states is up  39, percent  ip,'1989 oVer 198 0 : 

-T6t.itigrrifrOin-librder states is doWn 7 peiterit. 
, 

 
The  mode of  transportation  that , U.S.-Visitôts  use  , 

is also shifting.' VisitorS who:came by air increaSed .  
f 

34 percent during thé decade. This compares  with 
 an  -8  percent  increase  for  atitcytraVel; 	, _ 

Rirther reflecting'thé U.S:poptilatiOn shift, 

points Qe -,.tr,„t„ Canada areehanging. T,here are 

significant increases in - entry' thÉbugh westeül ,  
, 

 

provinces.  

tl-fe world. Canada's-  use Of-global di:Strib,ution-Systèrns 
tb - rtiaiket its tonrisin produCts is limited' tO airline's 
and_majorhotel chains. ; 

ÉÈCTOR .M..,  PERSPECTIVE  



Thè'Canadian Outbound Market is also shifting: 
Overseas destinations are changindfrom Europe and 

. the- Caribbean to Asia and  South and  Central,' . 
America; partidilarly Mexico 	' 

More  Canadians à-ré travelling tothe  U S  by  car.' 
Air and bus  traVel'haVe dropped.:Travel for reèrea-,` 
,tion,has inereasedoVer Other trip  types More  ' „ 
Canadians are travelling to the U.S. fioria, OntariO,--, , 

 . the Atlantic provinces and Manitoba: This likely' 
, 'reflects the groWth in cross border  shopping. 

O'verSeas" Markets 	 , 

, Canada hasbenefited from  changes  in the EtirOpean 
traVel  market More  interest in.exotie destinations 
and stion'ger eConoinies  in  some Countrieshave . 7' , 
Caused Europeans:to`traVel tOCanada. touriSts 'froth 
çOuntrieS-other than'the U.S‘ aCCoiinted  for a grow- Y 
ing share Of total international receipts throngh 
the latter half of the decade. In 1972, touriStS"from 
-overseas_adcotinted  for  17 percent of  international 
receipt. By1990; thàt share had'grO‘vn to 41  per 
:cerit.'ThiS„refléctàincreaSedartivals and thefact"that , 

. average per capita, eXpendittirèS per trip bY visitOrS 	, 

.'-froin" these-  emerging oveiSeas Markets exceeded .., 
the aVerage for U.S. visitors by beteeen 75 and  -- , 
-; 175.percent. , • 

Tile: increasing  relative  iint>Ortançe  of rnbri-U.& 
' markets is eVidenéÉrorh  the 1990 reCeipts'. Sorae • 

3 Million`visitOrs from oyèràèas_accountectfor 	„ 
$3 billion in réCeipts, While -,12.5 million American 
tourists'acCounted  for $4, -.4 bilhton• 

Growth haS not  been limited ,to teeeiptà.,The 	' 
•number of Overseas,VisitOrs has•alsogroWn,-from ' 
_ 1J3 million  in 1980  to  3 million in 1989. 	; 

' 

	

	Thé ÀSia-Pacifie shareof-thé oVerseàà'market is 
also_iincreasing..In•1980;16:.8-_pètcéht of international 

. 	. visitors carne,frOrri that'. region: In '1990, theiShare - Was.,, 
28.8 Percent, primarily frOin Japan: This reflects' the • , 	. 	- 
Japanese governrrient's 10 rriillion glishors polzcy to help' 

, 'its People becorne, more ,aWaré.of Other cidnires. 	' 

• • • 	 . 	. 	, 	- „ . 

	

générateS',i0reign eXcharigéi - k-is also.  Valtiable.aS a 	• 
tool for-leconothie,deVelopinent;:- since it createslow ,? 
arid high-:SkilL.johs and CaPiealizes,on a' country's , 
natural respurees':. 	 - 	. • 

AS',a . result,"new Cotrip,etitdrs  for international  _• '; - 
•tduriSin -receiptScare -entering  the  arena  Hong Kong , 
;"-had'a.prOinotional bnc -rget:of:$25..7  million in 1989 . -  
Thailand deVoted  $16 7 million  to'promoting its - 

	

tourist  attraCtionsduring'- -that'Satné,•year:,:;,,,,.: . 	• ; 
At tlAe same tirtie,'Canada's trad it iOnal competitors  

are:speriding,MoretO attract international,tOiirists.:..... ,:-.. 
Proinoional,sPeriding ,intheU.K. has grOvv.nby 
11 5 percent  sincel 986, and b'y 	percent „ 	. 	, 
'PerinanY. AnStralia'Spioinotional budget ,alorie, has.. 
grown bY  20 percent,  to,$51 million in1990: :• • 

	

COnapetition is. also Strengthening Withinl\loréh- 	, 
ArrieriCa: TheU S  fedéfal promotional budgei has -.-,-- 

,.,groWn 15,2 7 -pétçent a year-since -1 986., 14 addition ;  

	

,:,,•: total ,Spendirig bYindividnal,statei has , groWn hy"-" 	, 
1:6.4.Pereent,'`ôn . aVerage: New  YOrk's  budget  greW 

	

pereei-1t',, While:the'. Illinois'. and  P.  ehnSylVania 	• 
. budgets  each greW'by, 1 17'percent:' 

MeXiCO - Pient $6,9  million in 1990•,iOnmarketing.:- 

The  federegoverhment's , anntial international,: 
matketitiehiidget7,.by,comparison, Was $25  million in 
1990: SeventY  percent  Of 'thiS Wastarget'ed-aethe,U:S'.7 -. 

, The natiOnal. Prograirià are:'eoitiPleria" 
year regional tonriStir initiatives  are agréémentS. : 2, - 

. TheSeinelnde: the SOi.ithetn.  Ontario - International , 	' 

Canada Atlantic  PfdvinCes -CooperatiOnAgreeraent-", ;'- 
on International  TourisrhMarketifig, ($10 Million),' 
the Canada;NeWfonridiancl ÇO -ciPeration.'Agreeinerit - 	 . • , „ - 	 , • 

.On'Tonristriand:HiStoric RèSourees'($201milliOn). In 
ftinding, iS" leVered , thrôngh' 

, 

.13artnershiP  agreements : Thé provincial  .goVernmerits: ,  
spend  afurther $49 Million on Market ingi--83',percent  • 
of  whiehls 'déVôtéd tO theUS_. 'market..., - 	. 

Against alDackgrOund Of rédiked'grOWth,.thè 
indüstriY'has" faced intensified 

• corripetition for the international  tourist through' 	• 
the  latter:half of the decade:: 	•••:. 	2 	 ' 

irdernaticniiitat Co'mp'etitiOri*  

More ConntrieshaVe teeogniied that- tourisen • 
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EOM TOURISM 

, 

Strërigths'an' d2Weenèsses,,, ,  , 
- 	 . 

Strengths  

5Répytixtion 	 , 
"7- Canada, as an international  destinatiOn,:_is known 
D for beautiful scener y, Wide:op-en Spaees' ..and a-elean 

has•inodetri linfrastruCtine and  gààd-‘, 
'transportation  facilities It is also  note for  its easy 
accessibilitY, -Cornfort„ see.nrity;stable 

~ arid-fiiendliriesÉ. 
Canada  iS'reCOgnized  for  itS  cultural  diversity. -It 

lias--. bOth2French'and,Bi:itish her-itagej:anni'que`natiyy. 
culture  and the rnutticultural rnosaic Of its,large ,mpan 

• . 	•  

Price 	e Perceptton • . ' 	 t 	 - 

Canadaià an established preSenceln the ,_Priniary 
; ' •( -touriStinarkets.of  the  Vcirld:It is  an effective  

competitor  in  theU  S  market. Arirericans ,-2pereelVe . 
Canada as  attaVel•destinatiàn that 'Offers 

-»quality Prôdligt for,briées' that COrnPare with tirOiè'of' 
,sitnilar proliétein other-  càùntries.-  A Study, of ttayel• - 

;-:pricelvalue  'perceptions reveals, that 88'.•Pettent . ôf 	, 
Visitors are  likely to reciirntnend, Canada  as à ; 

• pleasure  .irip;._dè-Siirlation to friendS, and  family  
Canada ha-s•-àlso siiteeeded  in  attraeting-,rnore,Over--':„. 

,seas viSitàrs from Western  Europe  antrAsia.•,Western. 
Europe  - 
	, 	 - 	- 	, 

aceorints for alintist half Of global spending on 
• persOnartravet 

Prôdikts 	 . 	 - 
Canada has a.Wides varietr Of interriatioriallY.-corriPetie. 
tiVe tourisinproduCts:_fliey include,the,folloWing:s'. 

well.-established, tonring,corridàrs frorn Windsâi, 
tb. Qiiebec.City; thtonghthe eocky•M'ountainS;,,, ; 
and''aiOng'the lower mainland of.13-:C:•:_': 

.,••• 'theme tours and:itineraries ilitoughthe 
,Maritimes and aldrig .  the . 1-ellowheàd Highwali", ' 
and  the  Viking  Trail.. ; 	, 

OirtdCiois 	 ,'• 	 ;, 

Specialty proçlucts such as_skiing,- hunting and - • 
and Wildernesà:àdVènture'trips. - 	. 

sa_rietwork  of  national  and provincial  parkS.. 
Cities 

:4. - internatiorial gate ;way cities of ln,,,iàritreal;_ • 
..,TOtonto aria Vàn,Càriver, 	attractiye national:1 

; _Weiiirstes.sés 	 , 	'  

Market  Intdlligence' 
A great deal  of  Market iniortp.àtioniseollectect•by:  

. 
 

the  seetor," although  it is not -always,w.dtpublicimd, 
:••• and:distributed:, But little analYSis-  iS Perforined to 

rinderstand  the market,  Corripetitàrs', activities' and  
the  rieedtfeptoduct 'development  This  is eSpecially • 
triie for smaller:Opetators: GiVeri the segmentation of 

-,•--„the' market and the,increaSing sOphiSticationof"the,` 
cuSiciinet,'a-poàrntideistanding of Market deniand , • 

• ariditS prOclUct iniplications iS wçonapetitive. 
disadvantage. 	 , 

Infrastructure 	' 
'N'ot'aliàf the seetor',.s 'facilities' are • of  a 'standard:- 	• 
Capable of cleliVering the-q-uality-Of product, j.n  

demand- in tOday'sCOMpetitiVe enVirOirmént.'. 	'• 
Toronto  and VanteinveGCanadà'i-tWo nlbst 
tant air transportà.tiOnliùhs, are,piOnè to Serions 

, ruriwày•Congestiàn'. - 	 • - - - - 
The redriCtion in Cariada's - pasSenger raitsetyiCes, 

liaS 'Made aCcess: to the most'séenic areas More dif-
ficillt. --Ptivate-sectcir ,  initiatives haVenot sircceeded:i&. 
oVereOrnifig this diffiCulty;: Inte,reity, rail, services  are 

_ poôr: In'açfcliriO., - danà:dariatiorial highway system' 
needs Unproven-lent: Mricl-r'ofthe Trans-Canada - 
HigliWar-is two latreS and as a tesùlt is suhjeet tà 	: 
traffic,  eorigestiOn. 	 • 

capital and  Cither„apPealing :urban experiences 'in 
sniallér cities, 	 2  

• ,Resorts- . 	 _ • ; 
: r#:•'re- sort deStinatiOns:.initranY,tegionS of -Canada 

SuCh as the Rodkieï', the'Müskokasi :Kanariaskis 
• ' and thé LaurentiariS, arictother facilities closer,tà 

urban Centres. 	 • 

teeàiioti  
Canada .is close to theiriOst.imPcirtant.iriarket  in 

the  w/odd.- It‘also ocCupieS a -strategic' location  as a " 

gatewayto the'-NOrtÉ'A ,merican inarket ts., • 	• ,..5• 
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TOURISM 

:Over the past de,cade, PriVate sector investinerd 
: in  accommodation  has groWn.- Frorn 1982 to 1989, , 

Capital expenditures for acCornmodation went' frona 
$430  million  to $825 million arinuallY:l'As a resUlt,'` 
new Capacity exists in this sector.7TheSe investrrientS 
have inçréasedcapaCity  in  resort areas  and budget 

 doWntown hotels; ,HowéVét,/ this Mix Of  accommoda
tion products, rnay, not ineetthe néedS of Changing - 
tourisminarkets. , 

Many of Cartaçla's imajor  tonrist,attraCtionS are pub-, 
- licly frinded.. TheSeinelude: tiatis,eurris,:gallerieS,  cen-

tres :for  the  perforrning  arts,  heritage. and historical, 
sites,:park interpretation centres, aquaria, recr'eational 
'harbour's' and marinas. These attraction havébeerr: 
subject- to budgetary  restrictions as goVerninents hav 

. sought to control -.deficitS. COriseqiiently, furidirig may 
- not  be availableto develoPiiiern.to a,level attracti -Ve: 

to totirists., 	'- 

,Pr' ice 
C5ver, the Past deeade,:travel priceS increased on .‘ 
average by 6".8 Péreent :per annum.  Along  With these 
internal cost  pressures,  the appreciation of the 
Canadian dollar againSt the 1).S. dollar, since 1985 
has serVed (to-  raise the priCe of dariadian tourisin 
produCts in the U.S. market. Thishas: fed 0-leper:cep- , 

 tion:that Canada is a high-Price tourist,destination,' 
even thOugh pricès ate ;below those Of many of 
Canada's cornpetitors  in  Europe 'and  Japan.. „ 

Product Packaging 
In the face of market-fragmentatiOn, the seCtorhas 

: Mit-been dreàtive: in packaging itS 'pro- dticts. For , - 	- 
example; it has be,en slow to respond with  packages 

 "attraCt.:the Weekendgetetritry constimer. It has failed to 
- develop sufficient Packages for off'-season visitors,  or 

 the'businesS-Pleasuretrayéller. 

•Markét , AcCess 
'Transportation lies at the hearrof market acCeSs, 
especially air transportatiàn. The  shift in the , , 	- 	 . 	, 
American population  aivay frorn:bbrdering states. 

 increased the inmortance ofair transportation 
• - links. The Present  Canada-US. Air Services  
: Agreement severely lirnitS`transborder air services, 

 especially`betWeen'Canada'andrstatesin the U.S: 
with rapid-population groWth. Negotiations to 

'oVercorrie, thiS  structural  weakness are already 
L 

underway with the U.S. goVernrnent., -  - 

The Past decade has WitnesSed  important  changes 
iii.the domestic air  transportation  industrY:',-Yet, 
Clestiite the inove to privatization of  Air  Canada and 

the  rnergers:thatled to the font-tiling of Canadian, 
Airlines International, neitheiCarrier is well plaCed , 

- to Compete in à inore -liberaiiied world 'trading 
environment. 	, 

Technology  
Data for  1988  show  that the Canadian tourism indiis- - 
try has not adopted touriSpi-related  technologies as 

quickly 	
, 

as  its  international  corapetitors.- This  is espe-, 
—ciallY'frue ‘for small and mediurri-Siied enterprisés-in " 

the'hOsPitality; food and beverages,,and èveris and _ 
attractions sectors; This has hindered produCtiVity , - . 

' 	1 peop e. People 	make  'the 	bétween a 

gdod  vacation  and:a POor, one. The'attitudes and 
skills'of the work  force  oftericompensate for slight 
Pràduct deficiencies. -  - 	- 	- 	 , 

The tourism industryjn Canada is already „ 
exper-ieriCing,shortages of skilled Wôrkers  in  
resorts and,larger cities. At .  the same time, the level , 	 . 
of education  and  trairring>iri the induàtry is well ., 
béloW that in 'other inanstries. Thé situation is-partic-

:UlarlY Sèrious ar the s'uperVisor'y and  management lev 

 els. The net restilt is an induStry characterized by 
many entry-leVel, loW-Wage jobs, highiurnoyer rates „ 
and ,poOr ProdUctivity. Iridustry-set standards ;  peer 

recognition of prOfessibrial  qualifications  thrdrigh cer-
tification," and ongOing training are eSsential if the 

, indirstrY ià to Meet the -Challenges of providirtg quality 

	

, 	, 	- 	, 	- 
'service to an -iriereasingly 'sophistiCated and Mobile , 

	

clientele. 	 " 

	

. 	„ 

Cost Of doin g business' 
The  `Costs of grii:rerninerit législation and  regulation 
for social, health, safety and equity objectives are 
borne, inpart, by thepriVate seCtor.:They add to 
the cost of doingbusiness: Thisisl,the Case for mOst 
OÈCÉ),,coUntriés, including Canadà..-: 

. 	 - 

- 

gains for th
,
e sector. -. 	:".. - 	7 , 

In addition, the  *sector has n.ot been suceeisfulin 
using the latest networking, information storage and 
retrieval techniques to 'ensure its,prodticts -are 
on-line-and accessible to travel agenCies  and  sales 
represeritatives'around the world.  

Human,RCSOurces 
'More  thanany cither'industrY; totifism dePends on 

1; 	
- 
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In  Canada, high- interest  rates, the  appreciation of 
thé dollar againSt the ,U ,S. dollar, proVinCial procure ç  
ment policies and other interproVincial;barrierà to 2' 

trade, and U.I, preininins are the -eosts typiCally 
'gùoted by büsineSseS. The high leyels , of  taxation  
of  important inputs such as fuel, alcohôl andaCcoin- 
moclation, and the impact of thé GST.  on Priée . „  
perceptions, are added concerns Of  the  totirisrn. indus 

 try,'SpeCial features have been itidOrpOrated,-notably 
the Visitor Rebate Program-1;4o respondto industry _ 
Concernsabout theGST.: , 

`Éincincing' •_ 	- 	 = 
=Des`pite its eConornic importance, - thetourisrnSector, - 
,ôfteri'has difficulty attraçtingdebt or ,equity firian-
cing  This is-largely attributable to the nature of the 

*sectôt)itself.ne seetor is - cliaraCtetized-by,Sraall °per- - 
atOrs Whô have limited knowledge.Of  business  and - 
finariCial ;pIanning; this:hinders'their ability to attract 
financing and increaseStheir lack Of awareness  of  - 

'. alternative sources  offiriancing, This  rs,-most acifte 	• 
'Ét3i :-start-up businesses, whiCh are  viewed  as  

5 

ventures bY'fiharicial  institutions  , 

utlCiok for .  the.  ii:990s 
. 	 ,, • 

• , 	 • 

Séctijià 	da for' Iiitérn4tkinàl. 
Èônipétithiénés's  

Uitiderstailding the Mat -lets 	, Î 	 - 

-lb To nridetstand the winisrii market,:the industry 
mtist undeitake research analysià,,The industry, , 
needs to,reSearch traVellerS' èxperienèés, produCts 
'sought,and,r;ôtential for Visitation Within Canada._ 
Catalogning and.assessing: :internationally côrti- „ 	, - ' petitiVe produCts'is also key,- alonewith gaining rs 

'kricnWledgè'abOtit the international economic  and  , 
- business  developments.that rnay,affeettourism. 

~To.understand the tourism' market, the industry 
Must encourage the fedéraLgcy'vernmerit tO provide 

,infôrmationsto industry. , Industry associations can, „.. 	, 	, 	, 
play an important  rôle in anal}izirig, pubhcizirig and 
 distributing  information  to srrialler,operators, The 

-,feclèralsgovernment cari asSist by providing, timely, 
'analytical  information as a business service  to the 
induStry through.repôrtà, :Seminars, and 'WorkShops 

' th-at asSist,planriirig-and ileciSion making.:  
_ _ 

TOURISM 

• The international tourism market is not 'projectedtb_ 
, grOW as fast  asithas in the past, TheWorlci Tourisni: ,  ' 
Organization's ,Most dprinaistic foreCaSt ._éstirriates. ' that 

i;  international tourist arrivals'Will "groW.by 4  percent

per year through  the 1990s . 
In  iine with,theSeforecasts, annual groWtb_in the 

~ • • 	- 
nurriber,of g.s 'visitor“o Çariada . is'alsolprojected to, - 

- be Modest by padstandards, abOiit'1..3 Percent ov_er 
the:next five years: ' 	7 r• 	 „ 

The 'growth in-non;U.S.,inarketS is expeeted : to, bé, 
more  robust; .eS-pecially France >(6.percent),  and  Japan 

- (5.6 percent). FrOwever, , only modesegrowth Is 	- 
piojetted  for  the  U K (0,7,perCent), and rio groWth 
for  West Gerinany, International' rèdeiptà  are  alsO 

'sexpectod, to grow less rapidlythari , inthe pasti,at 
percent  Per annuin during .the same eeriod. 

,11),iffererit factors come intà play in,theSe-forecasts. 
Canada, the 1.1S- -. and the U K are reebveringirorn a 

récession.--The èxchange rate between Canada and 

thé U S i  significantlYSIes'sfaV.  ônrable 
, tOufisb.thari it was à feVe years agà.'Séveral interna 

" 	 . 
tional eVents 'will-take place in Europe, in 1992  that 
Will increase cortipetition, West Germany, eVén ith 

gôôd éconoinie -conditionhaS an enlargedPoptila. 
, tionlnore preocctipied with its domestiC,Situation -  - 7 

' 
,th

~~ 

an_With international travek'  
-,,NonetheleSs; opportunities do,exist for Canada's - 	- 	" _ 

tOtifisra prOdi.icts  in Western Europe  and in ihé.Asia 

_ _PaCific région .-Market research indicates that the 
,U..1(,‘France-WeSt Oerinany and Japan  are four  

' international rriarkets_that 'show_ great  promise for  
.:Canada.; Long-: liaril travel is eXpeCted.to groW,faster , 
"...than intra-European travel.-Further; interest in long 

' :international trips in  this market hàs about doubled 
during the'past three -years. In WestGerrnanY,  the  , 
incidence has:More:than doubled froM9rperCent to 
24- pereerit.: ,  

- 'autheirriore, Canada's competitive:advantage Will. - 
gràw in an inereasingly ériyirOnmentally seriSitrire_ ,  

‘, 	Maintaihing Or incréasing ,its share  ofglobal - 
reeeiptS'renteseritS â significant Challenge  for the  _ 	_ 	 ,• 
Canadian inchistrY inati,environmerit: characteriied - 	„ 

,by sloWing demand, rapidly changing international , 
. tourism Markets and intensifying ccimpetitiôn. It is , 

, only thrôugh collective and,individual'action;based 
bri a -coirirrion tind.erStanding of  the issues,  challenges ' 

, and Opportunities that the tourism: industry will 
succeed  
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neyeloping the night Prcidtû ets, 
- 	• The'prodUct: thé tonriSna incliistry,needs; to n 

continue taking adyantage of opPorturiities to 
develon-  and upgrade Canada's,riiirnary produCt - 
lines (tà meet ,euStomer clemandS); tà further 

, package Canadian experienCes to create satisfied 
custonner's;  and  td proYlele  value  for  the  right price 

• Human resource developMent:,excellent séryiee_ 	. 
will:generate return viSits andeWOrd-of-niciuth 

, advertising. The skill, knoWledge, attitude and effit;  : 
' cienckbf industry erUP1bYeeS determineS  the  leVel 

Of service. The industry needs-to continue,i1Pgraa-,: 
ing ità management skills and thé skillà'ofits' ' 

, employees.  
• Transportation: the federarand provincial govern- 
, ments are Working to,,erisnie th,at transportation 

' defiCiencies  do  not- hinder market acceSS: "FOr, 
eXarriple,'the federal governinent Will negotiate a' , 

, new  bilateral  air services agreement  with "the',U.S. 
to improVe transborder air services  and proVide 	: 
greater access tà the most lucrative tonrist Markets 

,-. in the worlCUThe_touriSin industry needs' to  take 
- advantage, of new:opportunities and to viork'With' 

:.the  transportation  indnstry to attràct; More tOurises. 
• Sustainable'developinent: the tonriSin, industry 

and the tOurisin;research COmmUnity need to:3 wOrk,' , _ 
with  other indUstry SectOrS to-  'protect and upgrade 

-  

-Canada's"tourisin -produet 	the envirOnment.':The 
tonristnindustry,inuse also:develop principles  and 

: codes of practice to guide the'developrnent:Of the 
'tourism industrkwhile preserving danada',s'renuta-,.. 
tion. for poSsessing 	Unspoiled-and , 	, 

, uncràvvded environment. 
the-tonriSin'industry and the'financial 

. institutions  need to'work together to assiSt  the 
 industrk in'becoraing better acOairited with  busi-

ness  practides and finanCial planning tà improVe 
, the prospects  Of SeCuring financing.. 

• Business  clirnate:`.the touriSm industrY needs, to 
wOrk with federal prOvincial and te`riitorial 

, 

g6weintnents , t6earninemaks.cif reducing the . 
cost'.of doing business' in Canada,:including an 	- 
investigation of levels  of taxation,  ii-ieeritives.for 
innovation,  and interPrOvincial barriers'to trade.: 

- 
:Sehtitdthe 
. • Marketing: the seCtorneeds to market ite -prodnets- 

more aggress,iyely tb  close the sale The federal goV-,  
erignérit is Willing to helP:by,- ising thé aWarenesS , ,‘ 

. , of Canada  in  potentiarraarket'segmehts: 
• eeaching the cUstorrier: the  totiriSMAridtistry - needS-: ' 

to:develOP PartnershipS tO establish  distribution  
,netWorkS-that reSpeind td_identified çustômer:need's: 

„ 

• 
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CHAPTER III 

• 





, 	s  
. s Canada's future prOsperity as identified in the disCuS:- 
sionpapen Prosperity ThrO ugh CornPetitivènes's. They 

'alSO underline-the great benefits to:be derived froin 

	

the ,increaSed.williiikness'of Canadians--  to ,wdrk 	' , 	. 
.; together in à wide  range of  partnerships., : 

Thià'clapter surninanies;the major factors  

identified ln the sectotal  analyses as  being particularly 
important  influences on  the  international  corripeti- , 	 - 	, 
tivenéss of Canadian industries:. , 

Factors ;Afféctitig IniernatiCinat 
, Cômiietitivenéss  -  

A reView of the 16 "seetdral assessrrients makes  it , 	 , 
abtindantly. clear 'that-there -  are rhyriad  factors  influ 

- -,encindindustrial .compètitiveneis. TheY 	 - , 	, 	_ 	, 
the production efficiencies  of  Canadian eriterprises, 
acceSs td natural rèSources; access'tà CônipetitivelY 
priced  inputs  to production pràceSseS, efficient trans; 

-portation y telecommuriication and distribUtidn, 
infrastructures,  access to domestic  and  international 
Markets, utililatiori of best-,practiese-arid leading-edge 

INTERNATIONAL COMPETITIVENESS 

I CHAPTER II THE COMPETITIVE PROSPECTS OF 16 MAJOR CANADIAN INIDUSTRIAL 

sectors are assessed relative to their U.S. and overseas competition, in ternis of 

productivity performance, cost competitiveness, and success in domestic  and  inter-

national  markets The  general conclusion that emerges is, althOugh on thé whole  our 
 'industrial 'competitiveness ranks high internationally, it has declined in the 1980s 

relative  to-our major competitors and to our past performance. 	_ 

The  weak prOductiVity performance  elf-Many 
'Canadian industries  in the 1980s„is-  àerrou'zause for s. 

- côncein, Fintherinore; th-ere is a general  consensus  

that thp international e_ornpetitidri-facing Canadian; 
, industries ihbOth doinestic and international markets 

will be .eVen .greater injhe -1990s: 
Finally,  the  'sectOral paperi -  àtternPt, td,identify;' 

-.thOSe elementS-  of thé >competitivenesi equation that 
, thernajOr:stakèhàlderS 'HinclUStrY;  labour,  educa 
iionalinstitutions  and  governinents; 

: 
 

and in partnership 	need to strengthen in order to 7, 

. ensure the:kind'of coMpetitive`perfdrinanee reqUir -eW , 
ifoniinduStrie's'are to.succeed  in the , 
resUltS of the sectoral competitiveness assessnhents 

:cànfirin'the iinpOrtariCe:df tliekey elements 6f - 

.:-.‘technologieS,-rheraVailability  of  à flexible . 	 - 	- 	. 
:skilled Work fotee,,theinnoVative and strategic , 

Capabilities'of Canadiari eritérpriSeS, and a rriatroeco- 

: noinic environinent Condueive to cdrnpetitivenesS. , 

 Èanada's'Dninéstic;Mai•ket  Base 	.r••• 

and -Indnstriar StriiCturè 	• • •- - 	• 

three broad fu.ndaniental'iSsues-ernerte frOin.the sec- I 
. .totar,asSessinents;,.as major  influences  dnCanada'S,' 
industrial  structure  and CoinPetitiVenessi:.the 	' 
tiVely sinall- size- oÈ-Canada'S doineStic  market,

Cartada's• rich natural resouree'endownients; and  

the 'dfaniariCchange in.Canada',s indiiStrialStruetürè; • 
as  d'resillt.àf the groWth of:,ifiesàerViee  industries  

relatively sm' all sizè:df dariacia'sàorriestie Mar-, 
-,ketçàntinues tdhaVe a profonnd  impact on the  
.;conipetitiveness of,Canadian enterprises- and  àti 
the  nature of  eanada'S industrial landscape.  

• In general,. firrns...in'..ile,re'si?u. 	 and  
„ 	 , 	. 

trianufacturing Sectors haye'been.unable:tà aChieVe'. 
- 	- the.ecOnomies of scale neeessary to  be. iriteination-.: 

..allY cornPetitive while,Servingonly.the domestic 
 market  

• industries that  have  remaineaddinestic,- 	- ,  . , 	 . 	_ 
Market otiented  have, for the  riiàst part, failed 

, - 	
.  „ - 	 . 	 - 	 , 	 • 

• achieve an internationally competitiVe.standard. - 	- 
• . In thiS ecinteXt the -mbst successful-Canadian 	- 

' '-', - entei'priSes ,have'purstied sirategieS based,o'h,Pro; 
. 	 • 	 .. 	 , 	 . 	 . 	 - 	 . 

_ auction:geared:to  serve  international markets,  

s -..,produet `sPeCialization tb  serve é North Anierican - 

. 

 

or  international  markets,  and ,thé 'cleV..elopmerit 'of-
sss 	 s , 	s . 	s 	.. s 	s 	. 	s 	, 	. 
,goodS:and - SerVices.to  serve  global niche inarkets:', • 

• -Access,.,to catlada's‘ rich riaturar resdurce  base  fias: 
giVeri rise •tb thé -groWth.and develdpi-nerit pflarge;.".. 

2 irirernanonally_CornperitiVe ‘reSource proceSsing . 
-`, 	industries: 	 ;. 	, • 

, 

iNDÜSTRIAIOM'PETI'l'IVENÈSS: A cSECT(JRAL'PRSI'ECT1VE 	 ' 	 ' 	7159. 
, 	 , 	 • 	 • 	 . 	 • 	 _ 	 , 	 , 	 , 



products 'and non-ferr0,11- S :primary Metals) tençl , tée 
be world-scale and.eXport oriented: 

• However; as one  ii-rOyes.tip,the yalne-added-Chairi` 
to highly fabricated, high-valnejadded resoureér • 
based •products," there is-a general :Concern>  that  pro 

 duction-is domestie-market oriented;,,econotnies . 	, 
of scale are not'being :achieved,  and  eXp-ort orienta, 
tiori and'cOrnpetitiveriesS decline 

• Thé phenomenally raPid growth of the seryiceSee; _ 	 , 
,tor;,t0 the 'point  where it noW aeCount-à -.for Over • _ 	, 
70 percent of employment in. the ecoribray, is 'thei_ 
otherfriiidatnental  factor  affecting Canada's  inclus . 	, 
trial  structure and  CompetitiVeneSs;' 

• The groWth of the service  sector lias been driven by• , 	; 
•the  ran:id groWth of prOdirCer-,services:(services sold, 
to other industrial firms aS . Opposed tOcorisumer 
and'gàverriment serVices), and  is_relatedclosely"to.• , 
fundamerital changes taking  place  in all the inclue, 

- tria l. econorniés whereby indtistrial,proceSses  are  , • 
iricreaSingly services and information intensive  

• Services are playing an increasinglyÂmportânt role • 
in  international  trade  and  aS;inpûts intOthedeVel; ,-. 
oprnerit, production  and distribution of  goods 

;Many government  services  are:also;-directlyôr 
iridirectly„Producer:serVices (e..g.•-educatiOn,  train 

 ing and health  services); 
• Effective  linkageS bet);veen -serViées  and  •gbods PrO-' , 
,ducing industries and eritetprises are Critical,to the  , 	 _ , 	, 
c0repetitiveriesS of Canadian indirstries. 

• 

The International Orientation 
of 	

, 	_ 
CanaChanInditàtryS: -  _ 

A large rinmbér'bf Canadian industries withiri the 
sectors analyzed are export,  oriented. In addition to 
the,large'riatural réSOurce,procesSors, Other, expOrt :  „ 	, 	 , 	, 
orientèd indtistrieSinclude urban transit,equipfnerit; 
telecommimications equipment, industriarequiP,-,, 

, ment,  aeronautics and autornôtive. , EVen,Within  the  
- ttaditionallydoniestic,niarket::Orientedsectors sneh 
as•foOd,i,furnitureand electrical produCtS, sbme 

,stroriglY- ekport-Oriented industries  are  identified; On 
the other,hand, ia'large'nnmber of industries , inthe 
aitil , goOds, -consumer gôbds; fabricated materials 

and services sectorS are identified aS induStries -that;' 
need - to,Specialize further 'and'beçoine naore".expbrt 

oriented  or  Outward 'lob-king iftheY.are tb,surVivein „. 	, , 	, 
thehighly,"-Côrrip,etitiveenvirbriinent'of  the 1 99,0s',..- 

Major  factors' affecting' the export , drientation Of 
Cariadian.sfirmS and indristrie - iriCliide thè, f011owing: 7 

OlobaliiationOf tradé  and  investnient 
facilitated by the liberalizatiOn of.trade andinVest, 
Ment and by'teclinàlbgiçai advances in'transporta,-, , 	„ 	, 	• • 	- - 
.tion and telècorninunication% is affeeting _ 	 , •• • . _ 

. Canadiarr indtistry•profoundly.- , 
MilltinationaL.Corporations  are .riOt only dbminat, 
.ing world•tradebut are,'_alsà:tindertaking d,br' oad 

• Variety of piddu'ction7related activitieS itr,a: growing - 
nun-11;er of national rnarketS'either,"directlk or  via 

 ,alliances  and  joint ventures  With:foreign corpora,: • _ . . - 	 , 
tions. 

• The  global  coragetitiVe environment is getting 
tot:feet:due:to the ,entrV of riew corripetitorS frbra 
fOrmerlYdômesticoriented countrieS'— Challerig-_ 	, 	. 	_ , 	, 	„ 	_ . 	, 
.ing Canadian  industries th both 'dcirdestie and 
export markets. Atterriptshy, -,ÉiatiOnegoYerninents 

• tcilirriit such riew ccimpetition-haVeoftén backfired '-- 
by'proYidirig'n,e'w çorripetitors With inderitiVes tà' 
Moyeint0 high-Yalne-,.added:produets,  markets  that 

- -rnariY.,'Catia'dian'firMs, are, targeting  for  the 1 990S; _ 
••..1.-,,arge, foreign  corporations,  partietilathi of Eiiropean, 

' and ASian origirï, have-establiShed a preSenCe in 
Canada in récent .Vears viaLeither'direet invest.; 
'ments• or cooperatiVe ventures .With dOrnestie ; •• 

-; cOrporatiàns;"bririging with:,therri new  technologies 
 '.and way's of dbing ÉtiSiriess; impreiYed'aCees,to'fcit. : « - 

eign.markets; and  a  strengthened doMestic corripet-.' 
itive enVirOninent.: • 

• Trade lberalization, multilateralland 'bilaterally; 
'•prOVides'Canadian ehterpriSeS with freer aCcess,, - 
to  the large  North Arnerican,and global  markets " 

,  as  well  as With broader options  for  `purStiing cOrPo;,-, . 7  
. 	 . 

•-rate strategies based à n  the penetration -Of Wider 
'Marketà, j speCializaticin production  and  the • 
piirs,uit of  global niche Markets. 	, 

• 'Thé:extreme orientation 	 exports  
-toward the US. Market is çonfirMed at  the  Seetoral 

." level, with yery feW  exceptions For  fortrierly._: ; - 
;donie,stic-market-,Oriented indüstriesr'seeking an 

•'"eXportrnarket foCns,  an initial U S market con-,i 
Centration Often' niakes_sense..HoWeVer, f0r a , nurn.= „ , . 
ber of  Carrada's,more 'mature eXpôrt;orierited „ 
industries,  greater  efforts must  be-Made to acCess :: 
oYerseas 'Markets in Order;  to .maintalri .Or inerease 

.• Canada's prirnarY prbeessing induitries " 
(e.g. çornmô,dity-typeforestry arid eliernical , . 

retirren_rOtitput 
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INTERNATIONAL COMPETIIIVENES` 

r • PrdteCtionistpdlicy approaches: ç 	baVe 
'1inited :the sgrciWth of  the  Qanadian 'eCorionir and 

 ollir:Standard.Of living,-"becauSe  for  many prodtiets „ 
the2.Canadian market is'..tciWSinall 

- needed eçOndiniesOfscrate, and the  techriOlogiCal 
advaricèS that ineet: ;international Standards . cif,:_édin7-12: 
petlt[veness  In addition  protectionist 3optlons 
lirnir,Sevèrelysthe cdri-iPetitive: -enVirOninèrit,and.s,"‘- 
incentive to iriridVate . ;._, :  

•-• sAlthcitiglYgre.at.'prdgresS. has .been: Made: in  ldWering 
tariffs mtiltilaterallY, and underthe F--TA,,  Canadian,. 
industrieg generally retain:àr -üiriterest in enguring ; 

- .that MoitFaVciuredSatiOn tariffg onprdclUction'. 
•:,:;=‘, inputs are  not SignifiCantly.highet 

. fl-ïai the Canadian tariff on'interrnediate'produCts 
than on  final prdilucts,,..and'that.fdreign 

tariffs ifin -indre' highly fabricated '.preidiictS  are  nego.:. 
•tiated.d6Wirtd the.'greateSt ektent  possible2 

•- 	Althotigh trade liberalizaticiri agreements have '.• 
resulted  in  SignifiCant --reductidris.in ..tariff-barriers; 

- 	ridn--tarifflartièrs  continue  td represent-a  signifi 
T •Cant‘sprohleni'for-Cariadian'--firms'-both-With-reSriect 
tà the U.S‘: inarket.and,eVeitinore 'so .with`respeet 

s,.„• 	 ,• _ 

, Foreign gOverhthent stfippietior 

issue for  ritiMber.of 'Canada's ri-ière sikeessful; 
' -i''.....ekpdrt-Orientediridtlistries. Thé Multilateral -negdti,--, 

• atiôrt sof  liiiiitatidris On these .eXPort -StibSictie.S.and 
'- on  theiesptead to  .dth.et sectdiS -iS• clearly_ in 	, . • 
.Canacia's'interest; bUt'linthe'interirri, Canada -Must 
. continue to Maintain - an expôrt'finanCe  support  

, • prdgrarn that  is as côrripetitive  s possible

Coi43oiratê' StreegiègR,In 

‘1(1-'ié,écirpor,âte Stratégiès'1;eing ptir' Sped in thé 

different-industrial seCtorà‘ in the  face  oe'gldbalizatiôn: ' 
,and grôvVi ng..international Competitive -pressures  are f 
disciissed at lengthrin'the seCtO -ral  analyses An  
einnhas is  on the  need to specialize and èXpeirt, - andtcii , 	- 	...2 	• 	- 	,•• 	- 	• 	„-, 

-.identify and to;.pureie . -0030.rriarkethidiës is perya, 

 §i.ve: These 'strategies  are consistent  with globalizatiOn' 
'--SPresSUresitliat are  rnalcing it inereaSinglY:, difficult sfdr -...' 

.Cariaciianindtlistries.to, ihaihtaih;a p;eSehéé : in the 

	

PrbdUctidi-i -beStandardized, -,inass7lirddliced'prOdnets 	, 
or of-highly' labbnr=intensivè -prodtiets now'beirie; 
PrOdifeed in  the  low.:.wade, èhti.  nthès and  'exported- . 	_ 	_ 

, 	. 	,  

to dëy'çlotiecic hùhtry,rnarkéts: Also  consistent  with -  
these trends, is the'rieed identified.fnuacisidethe See-
toral:analyses for à greater- indUStrial foctiS on  the pro 

 :ductidn  of inore.'soPhisticated; higlily fabricated  and 

 highrvalne,"addedgoOdS  and services In  these .areaS„ 
'eConôMieS -of,sCale-giVè'Waysin'iniPbrtance 

'1O-giOâLeki -èitiséeconoiniés-Ofscop, highly ;Skilled: 
labour inputs,  andiknoWledge of sophiSticated;:-.;.:(: -;: 

, markets and Market needs. ,  - 	- ." • 	• 
• 'Majdr.;faetdrà identifiedlin the  'Sectoral  perspectives  
thâ,t affect the  corporate strategiebf.Canadian fi rms-, - 
in an  increaSingly gldbalizedverivirontrient include  
the following  

"Canadian, industries are dften:Characterized by- a -
, iiâi-gè. ,prdportion Of srriall'andrriediurnsiied firins 
than': is .the case  in  counterpart industries sincoun- • 
tries  enjOying the. -„b-enefità--Of a'large-dorrièstie mar-
ket . Even the-slarge'firms .sin'Cariadiari  industries  
tend -  to'.be:,dwarfedby.  U..,,'Étiropean and JaparieSe 
competitors • :\ 
An'advantagè r held by:Small enterprises .is' their - 	" 
flexibility,,:rriarket-resporisiVenessàrid ability ,tà 

: 	 „ 	 - 	 . Capabilities -- 
I 
 duce  customized goods  and services  --- 

that  modern rriarkets.'Valiiehighly.sph-  the'26ther.=:: 
the'ekcepfidrirof the 'export-drierited.::. - 

serVices`firinSi  'small and  medium-.-sized enterpriseS„ , : . 
tend  to-be dornestic-Markee.drierited.relative to . 

The .great benefit S -df. linkages to -asdpliiiticated 
and  demanding cnStdiner'.base'are'vidiillusirateci` , 
in the s,ectôtal.arialySeS'(e'i.elinkage betw,een  the 

 ,eleetrical Utilities and eleetrical.prodtiCts.industrieS, 

and.betweeri municipal transit 	andT: 
• - Urban fransitregniptnent Suppliers). 	• 	•.- 	• - 
-4,.:The,need:for-Canadiari eriterpriseS;  large and  small, 

to dèVeloP beneficial linkS,td.SupPliers, ctistoinérs,-.'; 
.Y.' international  Competitcirs, lriformationnetWorks,_.:. 

and edUCational 'and  teehriologicat centres  of èxcel-; ,: 
'lértee;  i stfeSsèeÈfi.  éWs,j4 in the analyses 	 L  

betWeen'theuisers  of  machinery -2 
and  equipment -  and  their Siippliéts,ià identified 	= 

-', as a 'scitirce 6f.edmpétitiVe disadvantage -for 	, • _ ; 	. 
.cdrisniner -  and supplier industries  in Canada; 
EconoinieS Of seale dictate -that Canadian capital=;‘: 
goods  industries  be highlY .rationalize .c1; so:user 
industries must  oftenf:purebaSe their  machinery  

„..'. ; andeciiii,Pment 'abroad; faisifiÉ the ëg'St , 
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maChinery and 'Uniting Opportnnitie -s  for the  kinds 
of fruitful supplier;CustOmer linkages that.*cmild 
develbp if uSers had access•to local suPpliers: 
The seCtoral analyseS place à heavy lerriphaSiS'.ori.-:' 
thé need for more'strategie induStriar alliariceS and 

	

„ 	. 
partnerships:involving Machinery supPliers àrid• , 	_ 
nsers; parts  suppliers  and:assemblers;  small und ' , 
medium-sized fiims in pursuitof international Mar-
kets  or  technological deyelopments; andbetWeen 
industrial:enterPriseS and centres of  excellence. 	- 

ob._ A trend in modern Markets to-demand  packages  of 
;goods and services places  a  hi-gh-Yalue on solution
se4ing — a phenorneriOn that reinfnrceS , the need 
en- linkages ainong iridustriaLfirrns 	• , 

• Thé important role that foreigrvowned Canadian: 
- enterprises-play, in .a large number-  of industries  is 

confirmed. TheSe subsidiaries bring, ne,W;_itivest-7, 
merits and 'technologies inte Canadian.induStries 
and in cases produçe intermediate  or final 

,Products that wotild otherwise  not  be Produced  in  
Canada 

• The role of foreign--ownedstibsidiaries‘ in Canadian 
-. industries iS identified às,being Considerably  more  - . - 

positive  in some seetors than in others in respect  of 
their çontribtition'to the econorny, The 'viability  of  

„ traditional -highly' diversified ,branch Plants,  with  
Jiinited capabilitieS in areas Stichias design; pre:duct 
development, and marketing ià,béCorning More 
and More questionable in an increasing.globally.; 
integratecrenvirônmerit.  

•• • Poreign-owned ,"subsidiaries in Canada are experi-_ 	_ 
encing thé 'same  pressures  as.Canadian-Owned firms -  -; , 

if they-are to survive they weneed , to specialiie` . 	. 
„ 	„ - 	 _ 	, - 

: .and  seek ékPort  markets The Major challenge the 
face is to, sectité North Atnericari  or  world produet 

•fact'  th  at international trade in highvaine-added 
products is growing faster than tradein ConarrioditY, 

. type products. , 
• -'As detailed in thé seCtoral  analyses,  Canadian: 

industries in the 1990s Will  have  to increase their 
:participation in new growth areas-such aS,bioteCh.-; 

 -nology  and  information-technologrIased 'products, ' 
enVironiriental ,prodnets'und services, and products 
tising,neW Materials,: 	' 	' • 

• Canadian industrial:enterprises clearly need tô , 
have good -aCeess to the finariciarresources required 
to  finance their future growtWand Competitiveness. 
High CapitaL:cOits-and.difficultiés  in  aecesSing capi 

tal  have  a:ParticularlY:negatiVe,effect On inveSt-::  : 
ment:decisions involyingking:payback.périods. 
TheVaffect small ,and niedium-7sized'corpOrations 
more than large corporations (yvho- havebetter 
accesdtO  international  capital markets) arid-
Canadian  inOre than foreign-OWned enterpriSes. 
Éinally, à need -te,'imprOve the industriarrelationsl, 
clitnate - in  the 1990s  is stressed ina number of the  
sectoral persPeCtives. A great 'deal of the neW'com- 

, _ 

petition on the global scene is frorri low-wage; fôr;i, 
 eign competitOrs Canadian Management  and  

labour  must Work tOgether to dYerçOnte the Wage:- 

mandates for- themselves:' , 	 • 	- 	„ 
• A, number  of  Canada's major exPort-oriented., , 

industries  apiYear to be well positiOned  in relation
to thoseinternatiOnal markets expectedto eXperi-
ence rapid growth in thé ftiture (e .g. industries  

'within the natural resource  processing  and produCts 7 ,  

:sectors, civil aerbnautics, urban transit, information  - 
technologies and business service's). 

• "Cin the other hand,  matket_grOwth -Prospects'in the . 
tôtitisin, automotive  and  several  consumer  ptdclucts' , 
seCtors, are not  as  gàod for the 1990s . 

• Attempts by Canadian industries to moVe into 
high-Value-adcled proddets Will be bolstered'by thé 

cost advantages of these, competitorS by inoVirig 
into high-value-addedproductstlia(are less labour 
intensive,  arid by raising prodfictivity aS a means 
of keeping overall cdstS cornpetitiVe. 

é.Thepoteritially great benefitS of cooperatioh 
between labour  and management  "through-  develop-
ing"a  more flexible  work erivirorirrient  and innova- 
tive approaches tO facilitating the introduction of  

, new technologies, organizational" innovations, „- 
and effeetive training approac es  for  human , 
resourCe development,:is ; highlighted in the 
•sectoral Perspectives. ,  

Devélopnient 
In recent  years there . haS' ; been a,growing appreciatiOri 

- of the  fUndarnental,irriportanee of human resourCes' 
for  indùàtrial competitiveness: The  .long  overdue , 
recognition of the Vital role played b,y a highly skilled 
and edueated Work  force  is  an  extremely  positive 

 deVelopment  for' Canada because, despitethe prOb-
lems discussed below, Canada poSseS'Ses USkilled and -
educated work  force, ' which'repreentS'a  source of  
'Canàdian competitiVe adVantage.' 
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COmmon challenges in the educationand training 
fieldSidentifiedin'the sectOral persp`ectiVes'incltide , 	f 

the  foliowing , 
- • - Skills requiretrients haVe been risiiig very rapidly  in  , 	 _ „ 

- 'both  the services and  mantifacturing Sectors ,dueto: 
brôàdly defined teehnologicatadvances:The  grow- 
ing CoMplexity and  sophistication of production  '. 7 

: and  distribrition systeMS is;raising requirements  for 
 krioWledgeable WOrkets, highly specialized 

PrOfeSSionalS; and highly,skilledltechnical'Workers 
n ,; The  rapid escalation Of'teqUireirients  for  better 

educated and higher;skilled ernPloyee, has, i -ésulted 
in 	

•  
aétual or'potential -  demands  in  eXceSs of the:sup; - 

J-31Yof Such entriloyees::  
Demands  are  increaSingfor.Morehighly Iaerate 
Workers With:good abilities.to Work with nurnbers; --; 
data and information,:and - for workerà withinote 
high1V -develoPed.arialyticalancr coneeptual-skillS. -  

. •_. Industry' is finding. that the edticatnal.-yiteins -at • , 
ihe'primarY : and :seCondary, levels are riot.prOducing • 
-graduates 'with.thereqUiSiteskillileVelS,'in thèse 

tiMe in  the face:of raPid technological advances'7. 
. and changing corporate strategies. 

• Valuable' hunian resource development initiatives
at the seCtoral level, either uriderWay'Orplanned, , 	 , 
are  identified thatinvolYé industry and  labour in  „ 	 _ 
joint efforts  to proyide more  effective  on;the-job 

- training and,  in concert  with training institutions 
and .governinents, to:  develop:CuStoMized training. 

aPproaChes'and cotirseS. 
• diveri the Conti-in:led rapid  rate of technolOgical 

advance, demands`fOr hely skilled wOrkers are 
'eXpected to riSe very sharPly in the 1990s. 

• ". Finally, the trends  in cdrpotate andindustrial, _ . 	. 
strategies içIentified -aboVe; as wellias-the increas,_ 

„ingly CornpetitiveenVircininent forecast  for the 

co-Wnà:deeade,, will Place heavY deriaand; on  ' 
Canadiannianaèemeht and require a,bniader range 
of management  skills and expertise in- -areas such  as  
àtrategïc: Planning, technoldgical deVeloprrierit'and'' 

- international Marketing. 
^ 

rnioyation and TechnOciecal Deyelopinèn 

their home countrieâ areinereasing. AS à result, , ‘. 	. 	.- 	. 	. 
'skills gaps in these areas  are  beconaing areal prob-, , 
lem;comP6tinded by the lack of effective  training, 
-infrastructures and apprenticeship'systeras,in 

	

Canada. 	- 	 -_,„ 	_ 
• At the university  and  pdst,'ÉtaduateleYels; the .i-

prOblems‘identifiedrelate prinaarily: to the outlook 
for the supply Of graduates : in the natural  sciences 

 (e .g. engineers, *Chen-lists and biologistS) in the 
1990.S. There also is'à concerti on  the part  of 
indtistry that graduates in these areas and in the - 	 , 	— 
social   sciences disciPlines' shOuld be.mOrehighly 

	

, 	. 	 , 	: 
sPecialiiecl in ateaS ge partienlar intereSt to the ...- 
inauâtries in qUestion.. , 

mlnivittialry all  of the sectoral-analyies,the need is 
identified for‘a .,SignificantlY Weater inVéstinentsin 
training and skills,devel6pmerit bn,the rpârt Of 

(-Canadian industries. There is- a gtowing ' 
appréciation of the N;ital importance of à highly, 
skilled Work force in the competitiyeness , equation:. 
and of the  need tôtrain and retraiderriploYees,àVer-: _ 

The ability'to innoVate iS key .to_thé development 
and maintenance  of internationally cornpetitive 
Canadian enterpriséS. Therefote, thelow R&D inten- , 	, 
sitie's.of Canadian firrris and industries coMpared to 
their major international Competition is-à cause for . 	„ 
concern. Weak,investment inR&D on the Part of 
'Canadian firms is asêribed to thé tendeney of foreign 
subsidiaries,to  import  technology' front parent côtpo-, 	, 	_ 
rations, the ,srriall siZe  of  Canadian, firins relative ,to 
the,high levels Of investrnent required to _undettake 
R&D  in

„ 
 'many.à.reas a -lack of capacity- and the  

human resources in many firms-td Work with:new 
i technologies, à focus  on  COrhitiodity-tYpe  production  
as opposed tà high-Value-added  production, and a 

foci's on investments with short payback Periods. 

	

- 	, 
Even, the ability to utilize effectively.Cariada's S&T 

,-- base in universities and technology Centreà ià weak-
s.ened by low levels of investinent  in innovation and 

e&D'on the part of indnstrY.:- : 
The Major factors influeneing the innovative capa-: 

bilities of firms.ininajoiCanadian inclustrial'sectors' „. 	, 
include the folloWing:' 
• Tliè. R&D intensities  of  Canadian' firms, yvhether 

,domestic or foreign oWned,  are,  withvery few 
exceptions, considerablY lower than that Of their , 	. 	, 	„ 	_ 
major foreign coinpetitors. 

• .Reliance'on irrimigration as a source of highly . 	, 	_ 
•Skilled technical workers, ,particulatly for highly , 	, 
:skilled technicians at the shop,floor level, is 
be- coining increaingly diffiçtilt as demand  and rates 

 : of coMpensation  for  these technical perSonnelr in 

n-n 

INDU'rRIAL,C 	 À SEÈT611ÀÈ'PER.SPECI'IVE ' , 	• „ 	- 	 , • 



INTERNATIONAL COMPETITIVENES 

• 'Organiiational inribvatiOn is ,alSo streSsed 
' ber of the sectbral perspectiVes..SignifiCant produe-- . 	, 	. 	 • 
, tivity gains can, e reaped frOm  innovations  on , 
the shOp-floor'Coupled with more effeetiVelinkaS _ 
to.suipPliers and ciistoiners iv,hb, are becôming 	- 
extended,`PaitS of Modern,produCtioniChains.. 
A CornPreherisiv,e  and effective  organizational:, 
innovation,  Total QiialitY;Managetrient i  is men;. 
tibnéel:explicitly  or implicitly in  4. nurriber of the 

• s'eCtoral 'perspectiyes, Total .Qnality Managérrierit,', _ 	. 	 „ - - 	. 	• 	• 
meatis,the:aligning of all aSpectS of the'organization . 	, 	, 	. 	. 

•  in an  orientation' tàward thercustOmer: it inCludes ." 
- .'nevy approaches .tO,yvoricer inVolVetnérit in the  ' 

Management of production  and  Other PrOcesSeS 
and the'enapowerment'of workersto,take, on  • ; 
teater resporiSibilitY,fOr achiéviriwobjeCtives p  Such 

approaChes" Can enrich.  job Content •arid, raise Work, er. 
MotiVation. • 	' 	•`f-". 	,1' 	' 	T ‘l" 

• -Aràd, Total,Quality  Management  
significant roduCtivity gains ina,riurnher of ways, 
throrigh'the teorganizatiOn  of  pràductibri proCeS.ses 

h..:arid Work flOivs, ,reduction- of;Waste; better.linkage - 	, 	 . 	, 	;,.. 	 , 
Of•procesSes/t6 downstream' and 'upstreani.activitieS, 
such  as  ciesigri;distribution  and marketing,  better 
inventory.control (Juit, In,-TimeinanufaCtuting),; 
more effective  partnerShipS.With supplierS and -• - 
custorrietS,',and .  th'e elinii-r-i'ptiort:àf  inputs  that do:' 
riot.'add  value  tb tbepisodude: The •resultis:higher 

that will be More highly.aluect' ' , 

• 1 The  SlOW, rate of diffusion•of,PrOdrict;,PfbeeSS;and-'. 
organizational innovations iS - ncited in a riùnaber of 
the sectoral analySes. Initiatives' to ericOuragetech'; .• 	•, 	- 
nology transfer,,Strerigthen k4i3'netWciricS, ,- and, 
encourage thé better diffusion of  technoiogical 
inteltigencecanall-helP - tOproniotethe,niffusion  of 
innovations : NeW'foreign inVeStinents'.inCanadian 

' industries  also cOntribùté 
ness-of innovations and techncilogiear deieloprtients: 

il;tatés Of diffusion àf  innovations - are infiùerked, 
greatly -,bir 0'16 strength ofeorririetitivePresSures:. 
facing fitins and thekcapabilitykO, makethe 
investrrients,iri technOtogy  and  Sicillen.hurnan' , , - 
resources. rieeessary,to innoVate: Thé increasing . . „. _ 	, 	. 	•• 	 _ 
intenSity .of international:ComPetition should restilt: 
in imore  rap-  id' rates Of difftiSiOn",'partietilarlY  in 

.industries that  in the:past have .1Deeri Soinewhat 
inSulated frominternational ccirapetitive pressureS. _ 	, 	• 	•, 

Canadian industrial R(S•cD,i-s fociiSed partiCularly';'_ 
on the developmental' side  of  the gis.,:aspeetnina.,, 

..Basic  and  fundamental  research in Canada is, 
, undertaken in uniVersitieSi  gàvernment research' 
.labs.arid other  centre S of exCellence. The  need to 

. 	, 

strengthen links ,betveen industry and centres "of. 
technOlogical 'excellence in  Canada, and abroad,ià . 

 identified ina number ofthe'analYses.., 
The laCk of 1:1,:tY eapabilitieS  in  sinali and Meditiral 

- 	• 
- sized firms, is identified as a barrier to the tranSfer . 
of  technolOgy`and'diffpsion of innOVatiCMS. The 

 Sectoral- analyses identify ,  anéen for Çanadian firrns 
to„enter.intà R&D,conSbrtialinked to  centres of  
excellence  to prorriote the deVelopment arid-trans; 

'-fer, of riew  technologies  to  Canadian induStries. 
• As a general rule, CanadianinnOvation Strengths 
, are fOund more in pronuet thanin proCess  innova; 

tion.• This is  consistent  with cOrporate strategiéS', . 	 - 
." based on specialization, the  production  of CuS,-, , 

tomized goodS'arid Services,  and the  deVelopment , - 
of Products for global niche markets.' 

• Major proceàs innovations are SignifiCantly More , 
, costly- than product inribation.  and the  

. , of  Cariadian firms - relative  to their foreign çoinpeti.; ;  
tors  makes it More/difficult for Canadieri'firms to 
irivest in - Such irinovations.•However, a'nurriberof , 
the séotoral assesSinents Stress the neeci`e.Ë. cOn;;•., 
Certed effort to strengthen' Canadian-capabilities !•, 
in  prikess innoVation.. »Price isfexpeetedtobeCome 
anincreasingly  important factor  ini,naifitaining, -  • 
;Market Shares even in global  niche  markets:' _ 

In general, the R&D interisitiesof Canadian 
subsidiaries tend tà be loWer thaniliOsè  of 

 Çanaclian:-owned'firinS; aithdughtheopposite is 
true in several  industries : On the Other hand, Sub; , . 
sidiaries inaPort  technologies as  well  as PrOnuct; 

 ,proCess, and organizational irinovations.Thes,e 
.attiVitieShave -been shown tO giverise'tbSpiliOVers: • 
anci thus- benefit Canadiariih,clustries more ' 
generally. 

• "Many subsidiaries i_indertake,e&P'in Orderto cus- 
tomize 

 
prbduCts , to,Cahadian markets i'increase _ 

their ability:.to utilize imported' teehnblogies"most 
effectivelY,  and support  pronrict mandatesl. : 

 Catiadian subsidiaries with R..Sit) capabilities:are , " 
better,placed tà tnakea more Significant contribu-
tion. to the Cariadian.ecbnorriy by déVeloping  and  
Maintaining i•iorth ArrièriCan andworldproduct ' 
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••  A  :ruirriber  of  r‘ ev-,i• and  PoWeiftil generictechno10' 
.gies_are either, affeeting the conniietitiVeneSs.ofas . - 

•"-' ,brOad, range of Canadian: industries  today;. or are 
 exPeetedstOidO.sOin;  the  course of the  1.9 

Information technologies  and advanced  mnufac 

- • 

	

	• ...ttiring teelinblogieS, are  already .being utilized 
Canadian ii-idUsti'ieS , . thOUgh, theit;-tateS  of diffusion  
may 'be:less . than•satisfactory. 	 • • 

• .-Because'.eomputer :integrated.rnantifaCturingteeh4..- -  
' — nolOgies  have the pOténtial i6.reduce the impor- 
- - tance.of econornies'of-sCale-as  a  major  influence on 

induStrial orape tit iVeriess; ..the :payoff:to the  devel 

opinent, cuStOinization and «Utilization 9e:these ; • 
techriôloies may be  Part ieularlY. great in. à'fiii.unbei , 	, 

-  of  Canadian iridüstrieS.,;. 	.> 
.7: •  In  Many. ec torS the need is.,identified  for  - industry,  

•tb . beccirrie -Piofélinvolveçl'in_thè.deVelopinent'Or', v 
-applicatioriof enVirorunentaliteChn.ôlogieS, 	, 	• 

- • biotechnologies,  emerging• ;elégtioteelinologieS;' 
:ocean  industries  tecxno1ogies,  and adVarieed >«indüs- 

7 .. - • :trial 'inaterials.-;.Many'of the ProdilictS of the-itliture - ,;;:, 
generated by-thee technbrogies.  and  

r -  'VitallY ,inapOrtarit. that Çainaclian researeh--inStittiteS -,.7 
and Çanadian_ïirtrià.:becorrie conversant  with theiri?.-- 
on  both..:.-the .R&D' and aPPI 	 s ides  

•',.Canada'S`cOrni -nitment tosuStainable'Clevelopment'i, 
. haS -  Very- signiflean L,irriplieations' for  Canadian 

: industries  Giobal toncerriSO-Ver.  the  enviro_ninent.-; ,-,-. 
'..en§ure-  that the market for  ériVironineritaf téçh-' ' 

- • -,riplogies,.'setyieèànd.'ecinipinênt Will be one of - • 
• -the fastest groWing;Markets: internationally: Atthe 

-sairie tiine,,as:noted':inthesectorat,papers,_enviinn,-_.. 
Mental çonCerris -are haviriÉ' significantiMpacts On 

_ the-del-nand  side  as  Well,, as ConsUm—ers_derriari' d 
more  erivironineritally 'friendly- produetS.]Both. 

.s."‘,. theSe'd6eloptnents repteentreal 'areas-Of 
•

oppoftu- 

nIty for:Canadian industries  via the  international:- 
• - 

	

	-rnarketirig,of•Canadian.enyironinental.teehrioldgies,,:"' 
: - -expertise• and .eriVironnieritallY friendly.  .prOd,utts.,-- -,-, 

The relatively .génèreins tax..treatrrient affo'rded:" • 	• 
;R&D investments and:exPenditUres -in.Canada,is-', 

- noted..inseVeral of; the Seetoral: aSSeÉrrientS' as an •-) 
tncentivc tô undertake': :RçUand asoUrceof  com- 

petitive 	Canadian'enterpriSes..in the.:, 
light  Of rapicl:technologieaEadVances' , and Changing' - 2.. 
iriduStrialtrnettifes ,, the•federal gOVerrirrient'has' , 

 reVietVed  and  clarifiedthe definition  of  eligible 

i-làk credits. HoWever, as.illUStrated; in the seCtorat 
analyses,  there'iS' scope for  inclutry'and goVern- 

' h' 	- 	 1' 	" ment to won.: toget er to c an y  the  app Ica ity of  
the rides to specific ;R&D aetiyities'and to ensure-  

fully.aware of the ‘R. .;:btak ineentiveS. 
"•' On an eVen'brOacler leVel;' the 'profOundeharies 

8eCurring in Canadian' induStry as detailed'abovê 	; 
421  therapid,grôwth of  the services 	and the 

 ehangirignature'of  production  prcicess'es; the need 
to  ençouragehier-Valne-adcled production; the 
.gfbwing,importabçê of hijrhan and'infonnation',  
Capital,  and Major  impacts  arising frogi:the devel“ - 

 opinent of the  new generic. technologies  aPpear 
tO Call'for ; signifiearitly, inereased investmeritsi.in' ,, 
intangible capital as  well  as in  physical caPital: , 

. .G.oyeiminénts'  Influence on 

tlic 
. , Coiap"e:titiVë Envii Q'r,iinent  

r-GoVeriii-nents  have  profound  influence  on the 
enmpetitiVeriesS of national indusines beCansetheY , 
'çIeterraine the econOinic and Soeial.;:enVironment in 
which industry operates.- The:broad role of govern-.: 

; ...Merits  in  inflUencing, the Corapet it iVe -  environment; is 

addresed  in the  eonsultation-dOCUmerit,PY_o'spèritj 
Through dpiiipeiitivenéss.  HoWev,er-r thè seeidial 	, 

:corapetitiVeneSS asseSSments'higlilight, a nninber of  , 
specific areas where goVernrnentS have had a major, , 

.. impact ; on coinpentiVeriéssin,Speeifie industries in 
the 1980s , • 

• At thé iriacioecOriornieleVel, the OciVerrimerit of , 
Canada -has' established policies that-reinforce  the  
.CanadiaWinarket .;eçonoray.Chiearriongthese 
have  been ineorrie  fax  reform,:  the lib,eralizatiOn of 
international  :trade and investrnent,-, the replace; 	; 
ment Of theT:Manufjaetnrersf S'ales"Tax' s 'hy,the_,Goods -; . : 
and  SerViCès:Tak-, and regulatoi-V,reforms in ›irupor-' - 

 ,tant areas:sueh  as transportation,  'communications,  
r: 

The'seetOrahcorrip'etitnienes's''.aSs'eiSnients, identify-  . 
the  need  for a .stable  rna-crOeconouri.  ie -'enVironinent,' 
yvithlOw'inflation and intereSt  rates, and  ékéhah'gè 

rates 'that reflect:the-competitive  position of  the '7 7 
Canadian eçonàfiay Price stability, itiCreased 
productivity  and:loWer, government dern.  ands' on  , 

financial Markets_will:cOntribUlte tol'om,er- interest 
rates and ease pressures on the dollar But,  Canada 
eannot'secUrea higherr•Stanclard of  living  in`thes 
nekt. deeadéonthe basis  of a'déPreeiating.'eXchange,:, 
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rate -- it must rely on Significantly-  irriproved 
produetivity  and international  competitiVenesi., 

	

_ 	, , 	„ 	, 
• 

 
At  the -sectoral level, there remainareas 'Where goy-- 

, érnirient regulations need  ro  be reviewed t6ensure 
they 'provide as  Much se6pe as  possible for  Markets , 
to work effectively; and are designedto beassrip- 

• - 	• 	 • 

portive as possible of the cOmpetitiye needs  of 
 Canadian indusiries,consistent With 'regulatory 

	

,objectiVes. 	- 	 , 	, •` 
• Governments  have a nrimber oeregt:ilatorr_lsues on 

their Policy agenda,`including  important  :issues such 
as the  need to,devekbp a second géneratiori,SupPly 
Management regime ,to, ensure that Canada's, fôbdi , 

	

, 	 , 
ProcesSing,industrieS have access to Corripetitiyely 
, 

,priced taw materials, inputs required to be interna- 

. 
• Environinental  issues  are 'raiSed in the Majority 

of the sectoral'competitiveness assessments. , , 
Régulations  ro  protect the environment Can irriPac -t ,= , 
industrial competitiVeness negatively ,if CostS of , 
compliance raiseprciduction costs steeply relative 
to the Costs being- imposed on Corripétitiveenter- 

_  prises  abroad: Thris'designing efficiéntenviiori ,: 
mentat-regulations remains a'rnajor challenge for 
Canadian,goverriments in the 1990s. On the -7  
'other hand,, as pointed  out in the Sectoral papers,: 
forward-looking  and  well:designed regulations can", , 
bé a source of corriPetitive advantage by proViding , 	, 	, 
domestic firmS with strong ineentives td deYeloP 
riew technologies and products for domestic and. ,' 

:internatiOnal'markets.'' . . 
• The need  ro  Make -greater progress in respect  of the, 
' harmonization of Standards both dornestiCally -and -, 

 internationally,  and in particular between Canada 
and  the  iS raised as an importantissue for ' 
industrial coMPetitiveness in a nurnber of the 
seCtor analyses: 

ob: Finally; the perSistence Of inter-Provincial barriers 
ro  trade, irivestment and the mohility Of labour - 

.. poses a Very real'bàrrier to the achievementOf . 
 .international competitiveness in a surprisingly large - 

number of Canadian'industries in the resotirce pro-
' cessing, manufacturing, constrrictionandservices 
'indristries. - Given the structural charaCteristicS of 
the Canadian economy - (discUssed aboye); barrier's ,  , 	, 
within the domestic economy that,fragraent 

markets; encourage à proliferation Of srriall plants . 
incapable of achieving eCoriornies of scale ;  preVent 
needed:industrial rationalization; 'discourage inno- 
vatiori, and raiSe prices_and costs for consumers and , 	, 
downstream,producers, are irisum and substance 
wholly'contrary.to thé achievement Of an interna-

, y competiti e economy. 	 7_ 

Competitivenie'àà 
•Agènda-foir:thé 1990iji 

Thé principal rnessage that emerges-from an`assess-
trierit :Of,Canada's manufaCtriring, Services arid , ", 
tourism industriesis.that we  are  :entering acieeade 
in which Canadian industries Will ,be Challenged as 

,néve'r befOrein bôth domestic and ,eXport markets. If 
a PiosperOtis future: is tO besèéigéel, for'OurSélVes and  
future  generation's of Canadi'ans, 'these  challenges  
must be Met. The seCtoral assessinents suggest : that to 
meet - the-Se challenges and irriproVe industrial_prodrie- 

	

, 	, 	 , 
-'tivity_ performance, intensive efforts will'be required 
to'strerigthen theinternationgorientation Of,: 
Canadian industries, btrilda -highlY skilled WOrk 
foree,,énhanCe'inneatiY"e•çapabilities, build  effective  
industrial linkageS  and  partnerships'; and strengthen ::  , 	 _ 
theCariadiari Market-economy.. A More CoMpetitive 
economy will.be, key to itriProVing our standard of 
living, and  creating Tri0Té rewardiriejobs . and -  
eriyironrrient and quality of life for  all,CanadianS in _ 
the 1990s. ' 

r 

Sfrengtheiiing' the Irite'i.'ri4tiOnal. 
_ 	. 

Orientation of  Canadian' Indùstries. 
The majorchallenge facing"CanadiaplusinesSenter- _ 	 , 
prises in the 1990s  is to deVel6p_and iinplerrient 
giobal StrategieKthat Will  position  therri tO becorrie, ,  
more active  participants in the  globalizatien prOcesS" 
that is affecting virtually all Canaelian industries. 

, SucçésSfril enterprises:are increasing their  interna
-tional orientations-and are increasingly active  "partici; 

'-pants,in  international  markets via exports, 'direct; • 
investments, international joint ventures, teehnology. 
-ProSpecting, and international Market Monitoring. 

	

_ 	 , 
Cariada'S small and médiurr‘vsized enterpriSesjare 

being challenged tO ShanDeri their marketing Skills, , . 	_ 	, 
'cleyelop an initial export orientatiOn or  eXPand their , 	, 	 , 	 , 
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'±iiiternational Market.  hbrizons. Small .  and medium,:  , 
sized-enterPrises, Particularly' neophyte expOrterS'; 
must.strive to,capture the benefitS  of the  FTW and , 	- 
thé Prospective.N cell .  American Free-Trade Agree; ; 
'ment to pàrticiPàté  in the federal government's.  _ 
Coin  g Global' initiative ,'and to utilize effectively: : 

- , goVernment.eXpoit market  information and  develop
ment prOgra,ms.  

The greateSt:Challenge faeing:thé Governinent  of , 	 , 	, 	; 	- 	• 	, 
Canada in the international arena will bè to  continue 

 toptirsue.vvith vigour its effOrt-S- tà Secure even more  
open  internatiOnal Market access for Canadian  

	

indtistry;_,AlthoughsignifiCant progress:has-been 	. 
made ratiltilatetally  and bilaterally- in reducing tariff „ 
harrierà, ther&rernains roora for 'further Progress and 

brciadand daunting ana'y of non-tariff harriers con- 
, .tinue to' impede çomPetitive access 'for  Càniadian  

enterprises to th&U. :5: and; tnan even greater*extent, - 
overseas Markets: 

'Binkfing  a  Highly Skillcd' 
‘a4d;Àdatitzible'Woi.k-Folree': 	- 
The Canadian economY is;evolVing,rapidly. into  an 

 - information andkriciwledge-baSed eennorriy.. the := 
deVelopment and utilization of human and  informa
tiOn capital is vital to the aChieveinentof a Stronger -,  , , 	" _ 	 , 
coinpetitiveperformance oh the part of  Canadian - , " 
indnstry: Canadian fridiiStry increasingly.  requireS a  

- 'work force Withhigh nenneracyand literacy skills, _ 	, 
with abilities to Work'with' data and information, , 	 , 	, 	, 
With gOod analytical and conceptùal skillS: The 'trend:, • 0 	. 	... 	• 	. 	, 
toWard the production  high,:quality;' , 	 , 

_added and ever  more  SOphisticated prodtiCtstp.Serve , 
_ global- Markets -  requireS specialized' scientist's  
engineers'to deVelop new:prodt.ictSand  production 	, 

,syStems, Strong design capabilifieS, strong technical . 
. expertise on the plant fld6r,  and  expertiSe  in interna  
tional marketing.- - 	 - • ' 

. 
 

The maintenance of coïnPetitive Canadian induS-- 
- dies in -the 1990s Will require a significant inerase ''  

in  inyeStinents in training to raisé-th&skills levels of 
einployeeS::InduStry and labour need to,Work More-
cloSelY with  the commercial  training Sector-and Coin-
munity colleges to ensure the ,development of cps-
torriized training courses and techniques inost.appro- , 
priates to the née& inliStry, which iti'ManyeaSes' , 	 , 	, 	. 	. 
'Will contain a strongelerrient of on-the.:.job training;', 

déVelop mOre highlY:fabricated and high-Value-  
'added productS', and develdp neW prodUcts for global' 
niche Markets; The Challenge facing - both domestic . 	 , 	, 

- and foreign;oWned'Canadian firrnS will.be to sharpèri , 
their design 'and -prOduct development skill's, signifi- 

•:cantlY,increase their investment in R&.1D-aind'._ 
strengthen their expertise in adaPting and ,apPlYine. 
new,technblogies:  

Many of the productà of the future Will be based 
on the neW generiC•techriblogies discusSed aboVe. 
Canadian:firrns'that becbine more cOnversant'With 
these technologies Will beable to  take advantage of , 
strong  international  market demands forthetech- , 	 , 

' rinlogieS and thé products in which they are 
embodied  

In the fiercely, competitive international environ; - : 
- 

ment.of thé 1990s strengthened CapabilitieS in the ,  • 
ProcesS'andorganizational innovation  fields -  Will be 
vitally  imPortant. International cost cOmPetitiveness5--,- 

 - will  becôme  an  inereasingly important key to success 
eVen in global niche  market 's and  markets for  sbphis-
ticated, highlqualitY prod,ucts'. 	 •-; 

•-• 	 . 

InduStnialS6 heeds to collaborate éveri More closely, 
with, Centres: Of advanced learning erisiire uniVer; , „ 

-Sity graduates  have  the  relevant  speCializations  in the  • , 	• 
riaturatand  social sciences (e .g. specialiied engineers' , 

 -and:scientists, and internationally,,oriented manage= . 
 ment School gradtiates). 

JIndi.istry ;  goveininerit and labour need - to work': 
more elosely;,not only to 'ensure that inclUstry is.using 

;effectiVely;goVernment-laboUr Market development 
prograrriS; but so  encourage induStry and labour  _ 	, 	alot 	o 	 a , 	- 	, 	• 	, „   

- to better diagnose training arid Skills-requirements • 

_ 
- 

and identify and remedY weaknesses in training 
"InfrastrUctures , (e.g:: the need for More effective - , - 
'apprenticeship prbgrams). 

Finally, there is a need for à significant improve- - 
merit in the abilities.of the basic eddcational .Systems, 
:priinary and secondary, to graduatea.higher propor,- — 
tion'of studentS'and to producè graduateS capable of 
meeting higher  standards in relationto nûrnefacY, 
literacY and concepttial ski11s= 	 , 

,- Eilliàricing.hinèvative Capabilities', - 	- 
The prospects for More suceessfuï, competitive,'  
eXport,driented  industries  will be strengthened-as , 
Canadian enterprises Étirthet specialiZe their produe-- 

f.  
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GoVerriments havé an important  roleto  play in  
, partnership ,With ifidilstry  in  support of teehnological', ' 
,develonnient. It is:  important that . the strong-  support 
:for,R&D:throtigh  the  tax system and Canada% system, 
ofeintellectual property rights protection bemain-
tained because theY -Offer'ineentivesfôr Canadian 
éntetprises  o  inveSt in in:honSeR&D,earid, technolog,-: 

, ical develop-tier-it, *here the payOff in tefins of prod-
iict and pràcess innoVatihns,is greatest, Governments ; 
alsô  have  a tole to Play in  support of the  develonnient 
of strategicteehnologies, in  encouraging the develop,- 
ment hf B&D conSottia[in Strengthening 	 , 
and technological excellence in Çanadian uniVerSÉ-. - 	, 
ties-  and in  other centres of  excellence  in Canada; and 
in ensuring  the effective  tranSfer Of ne*  technologies  
to Canadian industries.  

, Bmldmg Industiià1 Linkogés , 
and Partrierships' 	 , 

Thé prospects  for a,significantly iranrnyed_cortipeti-
petforinance On the part of Canadian induStries -, 

thè I990Swill.beerihaiked 'greatly to:the-extent 
,- Canadian firrnS' sikeeed building effective 'Partnér' - 	, 	. 	- 	 , 

ShipS that link.them.in  pursuit:of'neW, technologies 	- 
or  international  markets,  and that'link - rnantifactUrerà'T-: 
to their'suPpliers and customers, to Centres of techno-

'logical  expertise,  th'éduCational,and training institu- 
tions,aticl tO foreign-  enterprises:Via' joint  ventures
and' strategic allianees..: 	 • 	' 

Incfustry:also'néeds to w .ork•in partnerShiP,with ' 
labour to ensure asignificantly,imProved,labhur rela 
tions -clinlate and to facilitatethe déVelhprnent and 
Unpleinentatihnof organizational innovations' into.  ; 

rCanadian'enterpriSes and the,develôpiriént ofa  

	

. 	. 	, 	, 
• More flexible and re*ardirig whrkenVironMeni: The 
:knoWledge-intensive Canadian'echnorny Of thé 1990s 

 pot'.hrilYte,qiiires first  rate  edticatidnaland"training-' ,• .:` 
sySteinS; but alSo greater participation of  whricerS,-:.new 
labour management  relationships  and  the  innovative 

‘hrgariiiationof.Work. In,this -environment; Close 	- 
- consultation  between labour and Management is 
required Labour  and  Management .havemuch th:  , 

gain  froM a , CohnetatiVe apProaeli: :fitrriS 'gainfrOrril , 
increased productiVity and  labour 	thiciugh:Safe: . 	, 	 , 	. 
guarding employment, improVed .  wageS and Working', 
conditions,  and greaterjhb'satisfaction.` 	 . „ 	_ 	 _ 	_ ,  

-All Cariadians,:not.jiistgOverrinients,  labour,  and 	, 
AndUStryç . needtee-Work ,,together More effeCtively  mn  

•-addressing;v, ittually -all.hf  the  Major'issnés impacting 
(international competitivenesST:—.a high .  regard for 

 enttepreneurShipi  an fritetnatiOnatinarkét.Orienta - 
..tion,.stipport fôr•techncilogigaband hurnan resourCe 
,` .deVeloPrnent,  and  the building  of  a-better training 	' 
- and educational infrastrUctute.. 	••• 	-,.• 

Sfréngtheithig" the -  Càt,iàdian.  - 
Market  Economy  

:• The  moSt- fundamental role forgoverrimentS in : 
support of', internationarconinetitiveneSs- is ,to' create 
an  écoridinic eriVitonnienethat iS responsive to the , 
.needs.arid'aspirations.hf,Cariadian'industties,'firms ,1 

 'a.ricrwOrkers. Considerable room remairià' to improve 
: .Canada's internatihnal- -ConipetitiVeness by.Working. • 
-.together (indiiùry,-labhur.and'ghvetignent), to raise-'-, 

induStrial_ProduetiVity and th -  create a-More stable
ecoribmic enVironment characterized by greater price 

, .stability'and lower:goVernment cleitiands"On:financial 
Markets. -all :be- contribute, to''IoWer 'inter" 
est,iees'aiid àri a-Change rateitliat reflects Cariad,a's 
'Overall cotnnetitive position

qoyernments ..haVe *Made great -prcigresS'In strength- 
ening:theCanadianrnarkét eChtiorny, via tax refortri,, - 
international-trade and'inyeStitierit libèraliz,atihrt," -, and 
regtilatory refonn... -However,,it'iS'élea-rnihre rieedStà 

- „be,doneon the international Market 'aceess .side  via 
 coritinuing :efforts, tci reduee trade barriers; tO  U S and  

: hVerseas ,inarkets, t he siiceesSfuUchr,rinleticin of the
„ 

. • 1ViTN andnegOtiation of à NAFTA,1,ancron'the,. 
regnlatory reform side .  via increased effoitsito,',enuiref-L 

 goVernmentregulathry„regirriés and apProachei ,.'‘ -: 
' do  not iindnlY:disadVaritage-CariadianHiridu. strial ,̀ 

CoMpetitiVéness.— .' .‘; 	 ' 	 .1. • 

- 	,GoverriMents at alllevels need to work thgether 
, More effectiVely in support of à inorecoMpetitiVe 

and prdsperous-ecoriomy in the 1990s. Given that 
interprovincial barriers, to trade  and the mobilitY  of 
labour 	capital' are 's° antithetical to the achieVe; 
ment of interriatihrially competitiveCana'dian 

_  tries,  thereinoval 8e these barriers by<1995 .should 
' be-arthe top of the  écOnornic policy'agendà  of the , 

, federal  and provincial  eyèrnments: 	 - 

• . 	 ' 	 .• 	 • 

• 

. 	. 	. 	. 
IN-  DUST' RIAL 1..68 , CTIVE: 



':` ' 

,The international ecimpetitiVeriess agenda for thé,; 
'2 1990s is cleüly à highly Challenging  one for  all  the  

stakehOlders,  but  the stakeslare verY àreat indeed 	- 
7;Canada's  future  prosperity. Our  goal in the Prosperity, 

consultations  is todeVelop à plan of  aCtion based  on 
the Consensus reached on'how best to' addre§ the  ' 
corripetitïVeness agenda issues 	to build  on  out'  

, 	 . 

cornPetitiyé sttength andoveiCome , di.ir'Compétitive'. 

Cdrtclusion i-- ,weakneSses:What iSirequired frœnalLthe stakehold-
ers  is  Wsenge. of national  pUrpose and partnership:.,:  . 
HOWevet, -althOugh'governinerits,rtaXpayers,',Workq's, 
and,Consumers inay all agtee-ori objectives., ac 'eying .. 

. :prOsPérity:through competitiveness  will turn, ulti 
mately,  on fhe.abilitieS of oût.buSiness  management
tbscievélôpand itaPleitient:'suCceetil Corporate. :, 	- 
Strategies ..`appropri-ate to:the ,global.COrtipetitive 
enVirOnnient=Of the `1:990s:; 
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