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I*I Industry, Science and  Industrie, Sciences et
Technology Canada Technologie Canada

Deputy Minister ' Sous-ministre

Ottawa, Canada
1A OH5
DEPUTY MINISTER’S MESSAGE

ISTC faces a number of challenges. Clearly our SM and EX
Conference discussions have shown that improving communications
is key to our success. It is as important internally, for our
own employees, as it is externally, for the clients we serve.

I believe we must communicate better among ourselves if we want
to deliver a coherent message to our clientele and become
Canada’s business advocate. This means changing our style of
management: becoming more participative managers, open to the
ideas and concerns of all employees. . :

This also means networklng, learning from each other, being a
resource for others and being supported and assisted from many
different directions.

We have made a beginning with the EX and SM conferences and we
are continuing with our officers and support staff. Claude
Lemelin has asked all managers to engage their employees in
discussions of the main issues we are facing. We need everyone’s
views and suggestions on the best ways to. achieve our mandate.

With your personal involvement and dedication, I am confident
that we will accomplish our mission and, at the same tlme, create

a strong corporate identity. We will then all share in the
department’s success.

"N

H.G. Rogers

Canad¥




*l Industry, Science and  Industrie, Sciences et
| Technology Canada Technologie Canada

Deputy Minister Sous-ministre

Qttawa, Canada
KiA OH5

MESSAGE DU SOUS~MINISTRE

ISTC devra relever bon nombre de défis. Les discussions des
conférences SM et EX ont démontré& que l'amélioration de nos
communications &tait la clef de notre succds. De meilleures
communications s'imposent, tant & l'interne avec nos employés,
qu'd l'externe avec les clients que nous desservons.

Je crois que nous devons apprendre d mieux communiquer entre nous
si nous voulons livrer un message coh&rent 3 notre client&le et
devenlr les défenseurs des entreprlses canadiennes.

Mieux communlquer, c'est aussi créer des reseaux, apprendre des 1
autres, &étre une ressource pour les autres et recevoir appui et . |
assistance de plusieurs directions diff&rentes.

Nous avons amorcé& le processus avec les conf@rences EX et SM et
nous le poursuivons avec nos agents et notre personnel de soutien.
Claude Lemelin a demandé& & tous les gestionnaires d'entreprendre
des discussions avec leurs employé&s sur les principales questions
auxquelles nous serons confronté&s. Nous sollicitons les vues et
suggestions de chacun sur les meilleurs moyens a prendre pour
ex@cuter notre mandat.

Votre dévouement et votre engagement personnel seront garants de
notre succés dans l'accomplissement de notre nouvelle mission et -
dans notre effort pour développer une forte identité& organisa-
tionnelle. Nous partagerons ensemble le fruit de notre réussite.

AT OQ-YM@

H.G. Rogers




*I Industry, Science and  Industrie, Sciences et

Technology Canada Technologie Canada

Associate Deputy Sous-ministre
Minister associé
Ottawa, Canada

K1A OH5

PREFACE

In forming a new department, we face a new journey
along a different path. The senior executives of ISTC have
begun a dialogue with managers about the mandate of our new
department and what it means for our day to day work. First at
a conference for EX's and then at a conference for SM's, we
focused on four Kkey areas: market penetration,
entrepreneurship, science and technology, and corporate
culture.

To ensure that you have all the information on what we
discussed, we are sending you this reference manual containing
the conference materials. Videotapes of the key conference
events are also available from Communications Branch should you
wish to view them.

The Ministers' speeches, along with those which Harry
Rogers and I gave, outline the challenges we face. Other
presentations report on the environment which we will encounter
along the way. The material from the workshops proposes the
paths we could follow. In addition, we have included our most
recent road map that appeared in the Main Estimates as part of
the ‘budget package.

As our corporate development effort proceeds, you will
have many opportunities to engage in discussions with your
managers on the ways and means to accomplish our new mission.
You may find the enclosed material useful in these discussions.
I hope this information will help answer some of our questions
about the challenges that lie ahead and where we hope to go.

It is my hope that you will personally accept the particular
challenge of participating in the corporate development of
ISTC.

Claude Lemelin

i+l

Canada




*l Industry, Science and  Industrie, Sciences et
. Technology Canada Technologie Canada

Associate Deputy Sous-ministre
Minister associé

Ottawa, Canada
1A OH5

PREFACE

La formation d'un nouveau ministére nous orlente vers
un nouvel objectlf nous engage dans des voies nouvelles.:
Voila pourquoi les cadres supérieurs d'ISTC ont entamé un
dialogue avec les gestionnaires sur le mandat du ministére et
sur sa signification dans nos tdches quotidiennes. D'abord a
la conférence des cadres, puis a celle des gestionnaires, nous
nous sommes penchés sur quatre grands sujets' la. pénétration
des marchés, l'entrepreneurshlp, les sciences et la technologle
et la culture organisationnelle.

Afin de vous fournir une 1nformat10n plus compléte sur
ces sujets, nous vous faisons parvenir, comme manuel de o
référence, ce recueil de documents relatifs aux conférences.
Vous pouvez aussi emprunter des bandes vidéo portant sur les
conférences & la Direction générale des communications.

Les allocutions des ministres, ainsi que celles de
M. Harry Rogers et la mienne, exposent les défis que nous
devons relever. D'autres traitent de l'environnement dans
lequel nous évoluons. Quant aux rapports d'atelier, ils
proposent divers itinéraires. Nous y avons également inclus
notre plus récente "carte routiére" telle que publiée dans le
Budget principal des dépenses.

Tout au long du processus de développement organlsa—
tionnel de notre ministére, vous aurez maintes occasions de
discuter avec vos gestionnaires des moyens d'accomplir notre
nouvelle mission. La documentation 01—301nte vous sera sans
doute utile & cet égard. J'espére qu'elle nous aidera a
trouver réponse aux- questlons que nous nous posons tous
concernant les défis qui nous attendent et les buts que nous
cherchons a atteindre. J'espere aussi qu'elle vous incitera a.
vous engager personnellement & notre développement
organisationnel.

Claude Lemelin

Canada




DRIE/MOSST (ISTC) Overview

Introduction

The Prime Minister’s announcement on August 4, 1987 of the plan to create the Department
of Industry, Science and Technology marked the Government’s intent to. bring its
departmental organization structures into line with its new policy thrusts in the fields of
science and technology and industrial, regional and native economic development.

As the Government’s flagship economic department, Industry, Science and Technology
Canada (ISTC) will be charged with ensuring Canada’s international competitiveness
through a stronger integration of its science, technology and industrial activities.

ISTC is to be formed through the merger of the present Department of Regional Industrial
Expansion (DRIE) -- responsible for industrial, regional and native economic development
-- and the Ministry of State for Science and Technology (MOSST) -- respons1ble for the
Government’s science and technology policy.

Recognizing that Canada’s regions must have a more direct role in shaping the programs
that affect them, the Government also announced in 1987 the formation of the Atlantic
Canada Opportunities Agency (ACOA) and the Department of Western ‘Economic
Diversification (WD), which are responsible for regional development and diversification
in the Atlantic and Western regions, respectlvely The mandate for the Government’s
continuing regional development concerns in Quebec and Ontario, and with regard to native
economic development in all parts of Canada, remains with DRIE.

Role and Responsibilities

ISTC’s mandate reflects the Government’s commitment to developing a competitive and
technologically advanced industrial economy that will position Canada to compete
effectively in the increasingly competitive international marketplace.

The role and responsibilities of the new Department were established after extensive -

consultations with the industrial, scientific, academic and government communities and are
directed towards ensuring more effective integration of Canada’s scientific, technological
and industrial capacities. There will be a particular emphasis on small and medium-sized
businesses and on the development of entrepreneurial skills.

ISTC will have a strong role within the Government to advise and to make recommendations
on science priorities and to assist in coordinating the science activities of federal




departments, boards and agencies. In recognition of the necessity for effective linkages
among competitiveness and scientific, technological and industrial development factors, a
significant part of ISTC’s activities in science will be focused on contributing to the
development of Canada’s industry, technology, trade and commerce. ISTC’s science
activities will also focus on the university sector and the need for highly qualified personnel,
on government science, and on the development of a more pervasive science culture in
Canada.

With the formation of ACOA and WD, ISTC will have regional development responsibilities _

solely in relation to Ontario and Quebec.

DRIE’s responsibilities for native economic development will also be maintained by ISTC.

Organization and Programs

Legislation to establish ISTC was first tabled May 12, 1988 and will be re-introduced early
in the new session. ‘

The two founding Departments, DRIE and MOSST, continue fo exist as -scparate legal
entities and, accordingly, their Expenditure Plans are presented separately in this document.

The DRIE Part IIT Expenditure Plan reflects the Department’s new organizational structure,
tailored to fit ISTC’s Program activity structure. This close linkage of Departmental
organization with the Industry and Technology Program and the Regional and Native
Economic Development Program will improve the Department’s effectiveness and
accountability. It also will allow the smooth assimilation of the MOSST responsibilities
within ISTC.

The core Industry and Technology Program is designed to emphasize the Department’s
policy advocacy role within Government, to provide increased attention to the provision of
services toits industrial clientele, and to undertake more focused industrial and technological
competitiveness analyses and initiatives. This represents a significant change from the past
emphasis on reactive, application-driven, financial support programs.

The objective of the Regional and Native Economic Development Program is to promote
regional economic development in Ontario and Quebec and to assist native people to realize
their economic potential. With respect to regional economic development in Ontario and
Quebec the Program is designed to coordinate and concentrate government-wide efforts to:




promote economic development in areas of slow economic growth and low incomes
or where productive employment opportunities are inadequate;

emphasize long-term economic development and sustainable employment and
income creation; and

focus on small and medium-sized enterprises and entrepreneurial talent.

The Minister of Regional Industrial Expansion is also responsible for:

The Cape Breton Development Corporation;
The Federal Business Development Bank;
Investment Canada;

Canadian Patents and Development Limited;
Canada Post Corporation; and

Statistics Canada.

The Minister of State for Science and Technology maintains responsibility for:

The National Research Council of Canada;

The Natural Sciences and Engineering Research Council; and

The Science Council of Canada.




Apercu du MEIR/MEST (ISTC)

Introduction

Le 4 aofit 1987, le Premier ministre annongait son intention de créer le ministére de
I’Industrie, des Sciences et de la Technologie, ce qui indiquait chez le gouvernement sa
volonté de modifier les structures organisationnelles de ses ministéres pour qu’elles
correspondent mieux aux nouveaux efforts qu’il déploie en matiére de politique dans-les
domaines des sciences et de la technologie, du développement industriel et régional et du
développement économique des autochtones.

En tant que ministére de premier plan & vocation économique, il incombera a Industrie,

Sciences et Technologie Canada (ISTC) d’assurer la compétitivit€ du Canada a I’échelle

 internationale par une intégration plus poussée de ses activités industrielles et de celles qui
touchent les sciences et 1a technologie. '

ISTC résultera de la fusion du ministére de 1’Expansion industrielle régionale (MEIR) --
chargé du développement industriel et régional et du développement économique des
autochtones -- et du ministére d’Etat chargé des Sciences et de la Technologie (MEST) --
chargé de la politique du gouvernement visant les sciences et la technologie.

Reconnaissant que les régions doivent participer plus directement a 1’élaboration des
programmes qui les touchent, le gouvernement a également annoncé en 1987 la création de
I’ Agence de promotion économique du Canada atlantique (APECA) et du ministére de la
Diversification de 1’économie de 1’Ouest (MDEO) qui sont chargés du développement
régional et de la diversification de I’économie dans la région de I’ Atlantique et dans 1’Ouest
respectivement. Pour ce qui est de la préoccupation constante du gouvernement & 1’égard
du développement régional au Québec et en Ontario et du développement économique des
autochtones dans toutes les régions du Canada, le MEIR continuera de s’en charger.

Role et responsabilités

Le mandat d’ISTC refléte ’engagement du gouvernement de favoriser une économie ot
I’industrie soit concurrentielle et a la fine pointe de la technologie et qui permette au Canada
de soutenir la concurrence sur les marchés internationaux qui deviennent de plus en plus
concurrentiels. '

Le role et les responsabilités du nouveau ministére ont été déterminés a la suite de
consultations exhaustives avec I'industrie, les milieux scientifique et universitaire et les
gouvernements et ils visent une meilleure intégration des capacités scientifique,




technologique et indusirielle du Canada. Une importance particuliére sera accordée aux
petites et moyennes entreprises et au développement de compétences entrepreneuriales.

ISTC aura un r6le important a jouer auprés du gouvernement en le conseillant et en faisant
des recommandations sur les priorités en matiére de sciences ainsi qu’en aidant & coordonner
les activités scientifiques des ministeres, des conseils et des organismes fédéraux.
Reconnaissant la nécessité de relier étroitement les facteurs liés au développement
scientifique, technologique et industriel et 2 la compétitivité, une large part des activités
scientifiques d’ISTC viseront 2 favoriser le développement industriel, économique et
commercial au Canada. Les activités scientifiques d’ISTC viseront également le secteur
universitaire et metiront 1’accent sur le besoin de personnel extrémement compétent, sur les
sciences au gouvernement et sur le développement d’une culture scientifique plus répandue
au Canada.

Avec la formation de I’APECA et du MDEO, les responsabilités d’ISTC au titre du
développement régional porteront uniquement sur 1’Ontario et le Québec. '

Les responsabilités assumées par le MEIR au titre du développement économique des
autochtones seront également assumées par ISTC.

Organisation et programmes

Laloi créant ISTC a été déposée pour la premigre fois le 12 mai 1988 et sera reprise au début
de la nouvelle session. '

Les deux ministeres « fondateurs », le MEIR et le MEST, continuent d’exister comme deux
entités juridiques distinctes et, par conséquent, leurs plans de dépenses sont présentés
séparément dans le présent document.

Le plan de dépenses du MEIR 4 la Partie III reflete la nouvelle structure organisationnelle
du MEIR constituée pour répondre 2 la structure par activité du Programme d’ISTC. Ce
lien étroit entre ’organisation du Ministére et le Programme de développement de 1’industrie
et de la technologie ainsi que le Programme de développement économique des régions et
des autochtones rendra le Ministére plus efficace et facilitera son obligation de rendre
compte. Il permettra également une assimilation sans heurt des responsabilités du MEST
au sein d’ISTC. :

Le Programme de développement de I’industrie et de la technologie vise & mettre en valeur -
le r6le de défenseur de la politique du Ministére au sein du gouvernement, 2 accorder plus




d’importance 2 la prestation de services a ses clients de ’industrie et A mettre en ceuvre des
analyses de compétitivité et des initiatives industrielles et technologiques mieux ciblées.
Cela constitue un changement important par rapport a la préoccupation du MEIR qui était
dans le passé axée sur des programmes d’aide financiere créés en réponse aux besoins et
dictés par la demande.

L’objectif du Programme de développement économique des régions et des autochtones est
de promouvoir le développement économique régional en Ontario et au Québec et d’aider
le peuple autochtone a exploiter son potentiel économique. En ce qui concerne le

_ développement économique régional en Ontario et au Québec, le Programme vise a

coordonner et & concentrer les efforts de I’ensemble du gouvernement en vue :

¢ de promouvoir le développement économique dans les régions dont la croissance
économique est lente ou dont les possibilités d’emplois productifs sont insuffisantes;

¢ de mettre 1’accent sur le développement économique a long terme et la création
d’emplois et de revenus durables;

o de faire porter I’attention sur les petites et moyennes entreprises et sur les talents dans
le domaine de I’entrepreneurship. ‘

Le ministre de I’Expansion industrielle régionale est également chargé des organismes
suivants :

o la Société de développement du Cap-Breton;

* laBanque fédérale de développement;

e Investissement Canada;

¢ la Société canadienne des brevets et d’exploitation limitée;
e la Société€ canadienne des postes;

e Statistique Canada.

Le ministre d’Etat chargé des Sciences et de la Technologie continue d’assumer la
responsabilité des organismes suivants :

* ]e Conseil national de recherches du Canada;
o le Conseil de recherches en sciences naturelles et en génie du Canada;

o le Conseil des sciences du Canada. .







Section 2

Ministers speeches
Allocutions des ministres




Transcripts of the speeches

Transcription des allocutions




Address to the Senior Management Conference
By the Honourable Harvie Andre
Minister of Regional Industrial Expansion and Minister of State
for Science and Technology
Chateau Laurier, Ottawa
. March 13,1989

I’m very pleased to be here and very pleased to be here in the capacity of -- we have to get -
that Act changed -- Minister of Regional Industrial Expansxon and Minister of State for
Science and Technology

The Prime Minister has told the House Leader it’s top priority, so it will happen
soon, .

‘This is the second time in a relatively short period of time that I've had the
opportunity to speak to a management group of ISTC. However, the Department is at a
crucial stage, and it’s important for us to meet as often as possible so that we can move
forward together. At Montebello I was still on the high of having been appointed Minister
of ISTC 24 hours earlier. I didn’t know at the time what I was getting into.- ‘Now Iknow a
little better.

After a month on the job -- I suspect that a few of you have been on the job for a
shorter period of time -- I'm now beginning to have 4 better appreciation for the depth and
diversity of the Department’s responsibilities. There’s plenty to do and I’'im anxious to get
on with it, to get more involved, to get out there and help Canadian mdustry enhance its
international competitiveness.

Ican assure you that the new mandate and objectives of the Department, as described
to you, have been approved by Cabinet. The Prime Minister has given me the job of ensuring
that our Department supports Canadian industry in key sectors such as the development of
strategic technologies, science, market penetration, protection and compeutlvcness

It is my responsibility, and consequently yours as well, to give concrete expressmn
to the terms of reference which have been set out for us.

It’s my firm conviction to speak plainly and loudly and frequently about 1ntemat10nal
industrial competitiveness and the new mission of ISTC. In my judgment, it’s essential that
we convince our business and scientific communities and the Canadian public at large of
the soundness of ISTC’s policy directions and of the need to pursue these policies vigorously
through a broad co-operative effort. The Prime Minister has also asked me to ensure that
the staff of the new Department truly have the knowledge and expertise required to carry




out our mandate. It’s part of my job, and therefore part of your job, to ensure that all sectors
of the Department stay abreast of international and domestic trends in industry, science and
technology and anticipate the effects of these developments -- on Canadian industry.

The Prime Minister expects me to take the lead in advising Cabinet on all policy
issues that have an impact on industry, science and technology and those that affect the
international competitiveness of Canadian industry. In addition to issues for which our
Department is directly responsible, this includes issues related to other departments in areas.
such as resource development, environmental protection and regional development.

For me to do this job effectively, it’s essential that all sectors of the Department seek
out and consult with all stakeholders, both inside and outside the government, on an ongoing
basis. We must assign a priority to consultations with the industrial and scientific
communities. To be effective around the Cabinet table, I will need to be fully briefed, but
concisely and in a timely fashion. I will repeat what I said at Montebello: don’t tell me what
you think I want to hear; tell me what I need to know. Give honest and professional advice,
recognizing that as a minister of the Crown I must operate, in the final analysis, in a political
environment.

To help me do my job, the most important asset we have as a Department is people.
In its role as advocate for and advisor to industry, this Depariment must maintain a high
degree of excellence and professionalism. We must also attract experts in various fields in
order to stay on top of irends and acquire the latest intelligence.

Much has been said -- most of it negative -- about the government’s view of the
public service, but I assure you that Cabinet is concerned about both about its morale and
creativity. While some of the problems may require government-wide solutions, in my view,
it is by and large the responsibility of each department or agency to establish and maintain
the environment necessary to foster in its employees the dedication and excellence that the
Government of Canada requires. '

Having been a Cabinet minister for four different departments, I can genuinely say
that the knowledge and professionalism of the public service has been very high. My staff
and I have consistently enjoyed good and open working relationships with departmental
officers. From my limited experience at ISTC, I already feel that we have laid the foundation
for a productive and candid relationship. I am strongly supportive of the Department’s
corporate and staff development initiatives as well as of you, your staff and the formidable
job we have to do in the coming months. :

We have embarked on a great adventure. I know that some of you, in particular those
among you from Quebec, feel that this adventure has been a long time getting started. But I
am very enthusiastic about it, and one of my main objectives is to revitalize the Department,
to convince the public that our mandate is clear and that we are ready to take action.




Accordingly, we must continue to refine and polish our objectives.

As I'said at Montebello, I have a good idea of where I want our Department to be in
four years. There is a new framework which we should all focus on to accomplish our goals.
Essentially there are three new programs -- if you will -- that form the core of our mandate.
They are strategic technologies development, sector competitiveness initiatives, and
business information and development services. These new program orientations are
supported by strategic elements such as information, consultation and analysis, information
services, advocacy, and assistance to industry.

I’ve asked our executives, and I am asking you, to focus on the following goals.

First, the Department must strive to become an essential and frequent stop for
Canadian business leaders and managers as they refine and pursue theirown competmveness
strategies.

Second, we must succeed in putting together a web of policy initiatives and services
that reinforce the seamless ribbon of the innovation process from basic research to product
marketing, -

Third, we must put in place programs for the pursuit of excellence in science and to -
secure needed improvements in the system delivering the highly qualified personnel that
Canada requires to achieve or maintain competitiveness.

Fourth, over the next four years, we must forge significant R&D and technology
alliances, bringing together the best people and equipment in the country to capture our share
of high technology niches in the world marketplace.

Finally, the Department should earn recognition and respect from our clients and
partners in the public sector as well as in the private sector, both as an enllghtened leader
and a reliable team player in the national mdusmal effort.

These goals must fit in with the overall objectives of our government. Ministers are
presently working on the establishment of priorities stemming from the new mandate.

As you know, the main thrusts of the Speech from the Throne will be financial
restraint and implementation of the Free Trade Agreement with the United States.
Environmental protection will also be a priority, and regional development will be an
important objective.

"The Department must be careful to ensure that its goals for making Canadian industry
competitive on international markets are compatible with the government’s priorities.




Let me elaborate on fiscal restraint. The imperative is for the Government of Canada
to practise what it preaches. If we want to be credible when we press Canadian business to -,
be lean and competitive, then the federal government must be lean and competitive itself. -
We have to ensure that the deficit does not act-as a drag through unduly. hlgh 1nterest rates .
and future tax obh gations -- on the competmveness of our pnvate sector.

This Depariment is better placed than most to understand the need for deﬁcu
reduction, even if it means less funding for the industrial, scientific and ‘technological
development that we would all like in a perfect world. We must bear in'mind that fiscal
restraint now will give the government room to-manoeuvre in future years so that national
priorities such as R&D can be pursued more effectively through the 1990s.

Most of the key competitiveness issues on the agenda of your conference are policy
issues that should be advanced in *89, *90 and the years beyond, regardless of our authorized
spending levels. This is where experience, skill, toughness and motivated management will
be critical.

I can give directions to deputy ministers and ADMs, and they can pass them on to
other executives, but unless you SMs mobilize our officers and support staff, we won’t get
very far.

It’s my hope that I can provide the leadership and motivation to rally the troops. I
honestly feel that I fit in with the new ISTC, on the basis of my personal priorities for Canada, :
my background, my experience. I hope I can generate renewed spirit and will among you,
the senior managers. In return, we can both motivate the entire staff to achieve new levels
of excellence as ISTC carries out its important new role.

As 1 said in my opening remarks, I'm delighted to be here. I truly am. Politics is a
strange business, and I had no idea the Prime Minister was going to appoint me to this post..
But I was delighted that he did so, because as I've just said, I feel it fits. I have a scientific
background. Science policy is one of the things that got me to run for office in the first place.
I was outraged at what the government was doing. I'm still outraged. I think I've run out of
excuses, though, because in a way, the government is now L. '

I do welcome the opportunity that the Prime Minister has given me, but it is an
enormous responsibility. You know more than I the turmoil this Department has gone
through over the last few years. You know as well as I the challenges we face as a country.
I know I don’t have all the answers. There probably aren’t all the answers for Canada in this
room, but I know that we in this room and in this Department have to go out and search
among the suggestions for those that are most appropriate for Canada to pursue, We have -
to pursue them vxgorously and do what we can.




There’s a fundamental strength to this country. It survives in spite of us. But if we
really pursue that objective of being on the side of Canadian industry; if we’re really effective
in pursuing the goal of more appreciation and understanding of the importance of science
and technology research in the years ahead; and if we do that with some effectiveness; then
two, three, four or ten years from now -- whenever the Prime Minister decides I’ve had
enough -- I’ll be able to look back with some measure of satisfaction.

But as I said, it depends on you. I'll back you up as well as I can where that counts
-- in the councils, around the Cabinet table and so on. I hope that together we can go out
there and win the trust and admiration of government and the private sector, and who knows,
when 240 Sparks gets knocked over by the next earthquake, maybe they’ll put up the
H. Andre building.




Allocution prononcée par I’hon. Harvie Andre, ministre de I’Expansion
industrielle régionale et ministre d’Etat
- chargé des Sciences et de la Technologie
a’occasion de la Conférence des cadres supéneurs :
Chateau Laurier, Ottawa '
le 13 mars 1989

Je suis trés heureux d’&tre ici en ma qualit€ de ministre de I'Expansion industrielle régionale
et ministre d’Etat chargé des Sciences et de la Technologie, titre que je conserve en attendant
I’adoption de la nouvelle loi.

Cette adoptlon devrait se faire blentﬁt car le Premier ministre a indiqué au leader a
la Chambre qu’il s ag1ssa1t d’une priorité.

- C’est la deuxiéme fois en un mois a peine que j’ai ’occasion de prendre la parole
devant la haute direction ’ISTC. Le Ministére en est & un stade crucial, et il est important
que nous nous réunissions le plus souvent possible pour avancer au méme rythme. A
Montebello, j’étais encore dans I’euphorie de ma nomination au poste de ministre d’ISTC,
annoncée la veille. Je ne savais pasaiors dans quoi je m’embarquais. J’en ai maintenant une
meilleure idée.

Aprés un mois en fonction - je suppose que certains d’entre vous occupent leur poste
. depuis moins longtemps -, je commence & mieux comprendre Pimportance et la diversité
des responsabilit€s du Ministére. Il y a beaucoup a faire, et j’ai hate de m’atteler 2 la tache,

de m’engager davantage et de mettre la main 2 1a pate afin d’aider ’industrie canadienne 2
accroitre sa compétitivité sur le plan international.

Je puis vous assurer que le nouveau mandat et les orientations du Ministére qui vous
ont ét€ présentés ont regu 1’approbation du Cabinet. Le Premier ministre m’a chargé de faire
en sorte que notre ministére appuie I'industric dans des domaines vitaux comme le
développement des technologies stratégiques, les sciences, la pénétration des marchés, la
protection de I’énvironnement et la concurrence.

C’est 4 moi, et par conséquent 2 vous, qu’il revient de remplir ce mandat qui nous a
été confié. :

Je suis déterminé 2 parler haut et clair de la compétitivité de 1'industrie sur le plan
- international ainsi que de la nouvelle mission d’ISTC. A mon avis, nous devons absolument
convaincre nos gens d’affaires, nos scientifiques et les Canadiens en général de la valeur
des politiques d’ISTC et de la nécessité d’apphquer v1goureuscment ces politiques dans le
cadre d’un vaste effort commun. Le Premier ministre m’a également demandé de faire en




sorte que les employés du nouveau ministére aient les connaissances et les compétences
nécessaires pour exécuter notre mandat. Il nous incombe, 2 vous et 2 moi, de veiller  ce que
tous les secteurs du Ministére soient au courant des tendances internationales et nationales
en matiére d’industrie, de sciences et de technologie, et de prévoir les effets de ces tendances
sur I’industrie canadienne.

Le Premier ministre attend de moi que je conseille le Cabinet sur toutes les questions
touchant I’industrie, les sciences et la technologie et sur celles concernant la compétitivité
de I'industrie canadienne sur le plan international. Parmi ces questions, certaines relévent
directement d’ISTC, tandis que d’autres intéressent les ministéres ou organismes s’occupant
de ’exploitation des ressources, de la protection de I’environnement et du développement
régional. :

Pour que je puisse remplir efficacement mes fonctions, il est essentiel que tous les
secteurs du Ministere consultent sans cesse tous les intervenants, tant 3 1’intérieur qu’a
’extérieur du gouvernement. Nous devons consulter en priorité les milieux industriels et
scientifiques. Pour me faire entendre au Cabinet, il faudra que je regoive une information
compléte, mais concise et & jour. Comme je 1’ai souligné 2 Montebello, je tiens & ce que
vous me disiez non pas ce que selon vous je veux entendre, mais ce que je dois savoir.
Donnez-moi des conseils honnétes et judicieux, car en tant que ministre, j’agis en définitive
dans un contexte politique. :

La principale ressource dont dispose le Ministere pour accomplir sa tiche, c’est son
personnel. Pour défendre les intéréts de I’industrie et conseiller celle-ci, le Ministére doit
faire preuve d’excellence et de professionnalisme. Nous devons aussi recruter des
spécialistes de différentes disciplines pour rester  la fine pointe de I’actualité et acquérir les
derniers renseignements. '

Les vues du gouvernement sur la Fonction publique ont suscité bien des
commentaires - la plupart négatifs -, mais je vous assure que le Cabinet se préoccupe tant
du moral que de la créativité de la Fonction publique. Certains des problémes qui se posent
exigeront peut-étre des solutions visant 1’ensemble du gouvernement, mais en général, il
appartient 2 chaque ministére et organisme de créer et de maintenir le climat nécessaire pour
susciter chez nos employés 1’enthousiasme ainsi que ’excellence dont le gouvernement du
Canada a besoin.

Comrme j’ai occupé quatre portefeuilles différents, je peux dire sincérement que la
Fonction publique a fait preuve jusqu’ici d’une grande compétence et de beaucoup de -
professionnalisme. Mes collaborateurs et moi avons toujours entretenu d’excellentes
relations avec les fonctionnaires. Bien que je sois 2 ISTC depuis peu, je sens déji-que nous
avons jeté les bases d’une relation honnéte et productive. J’appuie fermement les initiatives
du Ministére en matisre de perfectionnement des employés et des cadres, et je vous assure,




vous et tous les autres employés d’ISTC, de mon inébranlable soutien pour la tiche
formidable qui nous attend. :

Nous nous sommes lancés dans une grande aventure. Je sais que certains d’entre
vous, en particulier ceux qui viennent du Québec, trouvent que cette aventure a mis du temps
a démarrer. Mais je suis trés enthousiaste, et ’'un d¢ mes principaux objectifs consiste
redonner de la vigueur au Ministére et 3 convaincre le public que le mandat qui nous a été
confié est clair et que nous sommes préts A agir.

A cette fin, nous devons continuer de préciser et d’améliorer nos objectifs.

Comme je I’ai dit 2 Montebello, j’ai une bonne idée de ce que le Ministére devrait
avoir accompli dans quatre ans. Pour atteindre nos objectifs, nous devons agir dans un
nouveau cadre. Trois nouveaux programmes composent I’essentiel de notre mandat, soit le
développement des technologies stratégiques, ’exécution d’initiatives visant 2 accroitre la
compétitivité des secteurs et la prestation de renseignements et de services aux entreprises.
Ces nouvelles activités sont appuyses par des éléments stratégiques comme I’information,
la consultation et I’analyse, les services d’information, la défense d’intéréts et 1’aide 2
I’industrie. '

J’ai demandé 2 nos gestionnaires et je vous demande a vous de mettre I’accent sur
les objectifs suivants. :

Premirement, le Ministere doit faire en sorte que les gens d’affaires et gestionnaires
canadiens jugent indispensable de le consulter lorsqu’ils établissent leurs stratégies
d’accroissement de la compétitivité. ' ‘

Deuxi¢mement, nous devons mettre en place un ensemble de politiques et de services
qui renforcent tout le processus d’innovation, de la recherche fondamentale 3 la mise en
marché. L

Troisiemement, nous devons établir des programmes visant 4 encourager
I'excellence en sciences et améliorer le systéme de formation du personnel hautement
qualifi€ dont le Canada a besoin pour maintenir sa compétitivité.

Quatritmement, au cours des quatre prochaines années, nous devons créer
d’importantes alliances de R-D et de promotion de la technologie ‘en rassemblant les
meilleurs chercheurs et les meilleures installations du pays de fagon 2 obtenir notre part des
créneaux mondiaux de la haute technologie.




Enfin, le Ministére devrait gagner ’estime et le respect de ses clients et partenaires
des secteurs public et privé en s’imposant comme un chef de file éclairé et un participant
pari entiére & 1’effort industriel national.

Ces objectifs devront concorder avec les objectifs globaux du gouvernement. Les
ministres se penchent actuellement sur les priorités découlant du nouveau mandat.

Vousn’étes pas sans avoir que le discours du Trone mettral’accent sur les restrictions
financiéres et la mise en ceuvre de 1’Accord de libre-échange. La protection de
’environnement et le développement régional seront eux aussi des priorités.

Le Ministere devra voir 2 ce que ses objectifs concernant la compétitivité de
I’industrie canadienne sur les marchés internationaux cadrent avec les priorités du
gouvernement.

, Permettez-moi de vous dire quelques mots sur les restrictions financieres. i s’agit
pour le gouvernement du Canada de mettre en pratique ce qu’il préche. Sinous voulons que
les entreprises canadiennes nous prennent au sérieux lorsque nous les pressons de dégraisser
leurs activités et d’accroitre leur compétitivité, nous devons leur donner I’exemple. Nous
devons éviter que le déficit ne nuise 3 la compétitivité du secteur privé en entrainant des
taux d’intérét élevés et des imp0ts excessifs. :

ISTC est mieux placé que bien d’autres pour comprendre la nécessité de réduire le
déficit, méme s’il faut pour cela consacrer moins de fonds au développement industriel,
scxennflque et technologique que nous voudrions idéalement y affecter. Nous devons nous
rappeler qu’en imposant des restrictions budgétaires maintenant, le gouvcmement disposera
de 1a marge de manoeuvre nécessaire pour atteindre des objectifs nationaux prioritaires
comme 1’accroissement de la R-D au cours de la prochaine décennie.

La plupart des grandes questions relatives 2 la compétitivité qui figurent 2 1’ordre
du jour de votre conférence sont des dossiers qu’il faudra faire avancer en 1989, en 1990 et
aprés, quel que soit le budget dont nous disposions. C’est 12 que I’expérience, la compétence,
la rigueur et la motivation joueront un role crucial.

Je peux donner des directives aux sous-ministres et aux sous-ministres adjoints, et
" ils peuvent les transmetire aux autres hauts fonctionnaires, mais si vous, les cadres
supérieurs, ne mobilisez pas vos agents et employés de soutien, nous n’irons pas bien loin.

J’espére pouvoir susciter I’enthousiasme et la motivation nécessaires pour rallier les
troupes. Etant donné mes priorités personnelles pour le Canada, ma formation et mon
expérience, je crois honnétement &tre au diapason d’ISTC. Jespere pouvoir susciter un
regain d’ardeur parmi vous, les cadres supérieurs, pour qu’ensemble nous pouvions inciter




tout le personnel 3 atteindre de nouveaux sommets d’excellence dans 1’exécution de
I’important nouveau mandat d’ISTC.

Comme je I’ai dit au début, je suis trés heureux d’étre ici. La politique est un univers
étrange, et je n’avais aucune idée que le Premier ministre allait me nommer 2 ce poste. J’étais
toutefois enchanté de sa décision, car j’estimais avoir les compétences nécessaires étant
donné mon expérience des sciences. C’est d’ailleurs la situation des sciences au Canada qui
m’a amené & me présenter aux €lections. J'étais outré de Iattitude du gouvernement, et je
le suis-encore. Je n’ai toutefois plus d’excuses, parce que je fais maintenant partie du -
gouvernement.

Je suis heureux que le Premier ministre m’ait confié ce poste, mais il s’agit d’une
énorme responsabilité. Vous savez mieux que moi quels bouleversements le Ministére a
connus ces dernitres années. Vous connaissez aussi bien que moi les défis auxquels le
Canada fait face. Je sais que je n’ai pas réponse 2 tout, et qu’il en va de méme pour vous. Je
sais toutefois que nous et tous les employés du Ministére devons déterminer, parmi les
suggestions qui nous sont faites, lesquelles il convient de retenir et, cela fait, prendre les
mesures qui s’imposent.

Le Canada présente une caractéristique fondamentale : il survit malgré nous.
Toutefois, si nous nous employons vraiment 3 aider 1’industrie canadienne et si nous
parvenons vraiment & mieux faire comprendre 1’importance des sciences et de la technologie
au cours des années & venir, eh ! bien, dans deux, trois, quatre ou dix ans - ¢’est-3-dire quand
le Premier ministre aura décidé que j’ai fait mon temps - je pourrai regarder en arridre avec
une certaine satisfaction.

Comme je I'ai dit, toutefois, notre succes dépend de vous. Je vous représenterai de
mon mieux auprés des divers conseils, du Cabinet et ainsi de suite. J ‘espere qu’ensemble,
* nous pourrons gagner la confiance et I’admiration du gouvernement et du secteur privé, et
qui sait, lorsque I’immeuble du 240, rue Sparks sera détruit par le prochain tremblement de
terre, le complexe qui le remplacera sera peut-étre baptisé H. Andre.




Address to the Senior Management Conference
By the Honourable Thomas Hockin
Minister of State (Small Businesses and Tourism)
National Arts Centre, Ottawa
March 14, 1989

A few weeks ago I had an opportunity to speak at Montebello, and I spoke of a troika.
Two-thirds of the troika is here tonight. It is our firm intention to pull in the same direction
and prove that Dr. Bill Winegard and I can work as a team.

I want to say a few words about small business tonight, and I would like to use a
scientific analogy to make the point that small business has to be competitive.

In the business world, as in the Darwinian world of natural selection, only the strong
survive. Successful species exist because they find a niche, some part of the natural
environment where they have an advantage. The niche may shield them from predators or
provide more bountiful food. The same is true, quite frankly, for many of our clients and
certainly for small business.

Each successful small business must find its niche and use that as a base on which
to build competitiveness. Like a species in an ecological niche, the real test comes when the
business moves further afield into new and probably less friendly territory. It then must
become competitive, ready to fight for its share of the market. It has to develop new
techniques for survival. In that regard I understand that this morning you looked carefully
at the international trade centres and how they are developing. :

Again using the analogy of a species in an ecological niche, the day will come when
some other species arrives, having expanded from its own niche to challenge the entrenched
species. In the same way even a business that has well-established markets cannot remain
complacent. A foreign competitor may barge in, and unless the domestlc supplier can adapt
to the new competition, it will lose.

All of this is very true for small business and medium-sized business. It is really true
for the whole sector that we are concerned with in this room.

Therefore we have to develop an action plan for small and medium-sized business.
That is my immediate responsibility. And one of my first tasks is to investigate sources of
financing. As the former Minister of State for Finance, I have some sense of what those
options are. I think we can move substantially on this in some interesting new directions.
We must identify what the gaps are first, and we must decide how we can move most
efficiently to fill those gaps in co-operation with the Federal Business Development Bank,




financial institutions, and the small and medium-sized business community. I want to make
a special contribution with regard to that. That is important for all of us, because the financial
institutions of Canada are important to the success of ISTC.

I believe we also have to rid ourselves of the preconceptions of our formerly
resource-based economy. My friend and constituent George Pedersen, President of the
University of Western Ontario, has made this point very effectively. He said that the
historical development of our economy, with its primary-resource base, has provided little

in the way of incentive to develop our research and development capacity. To put it in the

extreme vernacular and to quote Dr. Pedersen: "If we do not cut it or gut it or dig it, we do
not do it." Now we must recognize that technological transfer and technological diffusion
are critically important factors shaping the competitiveness of industry, partlculaly in the
new environment of free trade.

An even more critical factor -- and you have been hearing about this a great deal
today, I gather -- is the human dimension of competitiveness. We have to realize that the
driving force behind any competitive company or industry is its thinkers, leaders, managers,
workers -- individuals who are comfortable with, indeed welcome, constant change. I am
very pleased that you heard Morrel Bachynski today, who is probably one of the most
eloquent exponents of what this means and an example of excellence with regard to this.

Change is by no means foreign to your department either. I know that you probably
have all suffered from reorganization overload, and that is a real problem. When I have had
a chance to talk to you in the last month, it seemed that most of you are coming through this
well.

I have joined you just as you have been endeavouring to give a new and sharper’

direction to the Department’s efforts and you very much want to turn away from being an
application-driven department. You and I believe that our own priorities should drive us,
and foremost among these priorities is the improvement of our human resources. In pursuing

our new direction, which factors the human dimension into industrial development, I believe

this Department has a very good base from which to begin.

I would like to take a minute to share an experience with you. Just before I was

elected to Parliament, I taught a course to public servants at Touraine using thrée cases that -
I had written. They were not all about ADMs; they were about the SM level as well. It was -

interesting. I did not know whether these things would ever be relevant in the real world.
The first one was about morale and how you make sure that SMs and others feel plugged
into their own department and plugged into what the department is doing.

I gather that Professor Zussman and Huguette Labelle spoke to you about that today.
Iknow it is very important in your lives, and I have some sense of its importance in a broader
sense as well.




Another case that I used was about relating to outside client groups. It concerned a
department that had really looked inwards for years. However, it had to relate to outside
client groups, and was not doing it very well. This Department probably has one of the best _
reputations in the country for being able to relate to outside client groups. You know you
have the intelligence; you know these groups. That is a very important resource- in this
country as we move into the new tradmg environment and the next generation of industrial
competitiveness. :

The other case dealt with how to get a sense of mission into a department and make
everyone feel it. I have to commend Harry Rogers and all those who put together these
conferences -- the one at Montebello and the one here -- for trying to instill corporate culture
I believe it is happening.

Ibelieve Canada is well positioned vis-d-vis our major competitor, the United States.
We have a well-developed health and social safety net; an absence of significant social or
class divisions; and greater equality and access to the educational system, We are learning
fast how to bring disadvantaged groups into the economic mainstream and how to make use
of hitherto unexploited resources, such as our native peoples. My responsibility for that
client group makes me very aware of how well they have been doing with some of our

programs. -

All of these advantages give us a significant edge in attracting and retaining skilled

personnel who place a high value on the quality of life. That is relevant to industrial -

competitiveness. With that said, there are key areas where I believe our Department must
become active. Let me just close with these points.

We should ensure that all programs or serv1ces we provide in the future are developed
and delivered with a predominant concern for thelr impact on human resource development.

We should also ensure that owners and managers of Canad;an small and
medium-sized companies come to recognize the extent of the change in the global economy.
They must see it, feel it and realize it. They also need to learn how to manage change,

. innovation and technology. They must be aware that human resources are an integral

component of their operations. I gather that this was the major theme of Mr. Bachynski
today. :

We should nudge industry into playing a greater role in helping Canada’s educational
and training systems catch up to the needs of 1989 and beyond. Industry can no longer stay
on the sidelines and expect public institutions to give them what they want in terms of
creative, innovative individuals.

As Minister of State for Tourism; I want to see more training and more highly
specialized training provided for this vital sector of our economy. As new programs and



services are developed within the Department, we should also be conscious of how these
can be used to encourage more Canadians to establish and develop their own businesses. .
I’'m also thinking especially of exporting services into the United States, as Laurent Thibault
mentioned today. :

We must continue our efforts to encourage educational and training institutions to
develop more programs and courses to kindle the flame of future entrepreneurs. And you
know as well as I do that some believe the quality of graduates of secondary and
post-secondary educational and training systems is none of our business as a federal
government. I gather you had a workshop on this here, and this whole subject is under active
congideration.

It is true of course that educational issues are the jurisdictional responsibility of the
provinces. Bill Winegard, who was the president of a university, will remind me of that.
Despite massive federal funding for post-secondary education and our active involvement
in training, we understand that it’s a provincial jurisdiction. However, there are some things
we must do. I contend that the Government of Canada can no longer afford to remain silent
on educational issues.

Industry thinks the education and training systems in Canada are not producing the
type of graduates industry needs. In many cases, the graduates are ill-prepared to face the
challenges of a work world that requlres them to be both sk111ed in and comfortable with
new technologies. :

In short, we should strive to make our businesses understand the value of human
resources and technological innovation while recognizing that it has to happen as a joint
_package, melding new technologies with human talents, We must help employees to become
more creative, to take more initiative and to have a vision for the future of their organizations.
As Minister of State for tourism, small business, native economic development and a few
other things, nothing is more important to me than the development of human resources.

Napoleon thought he was insulting the British people by calling their country anation
of shopkeepers. I do not feel it would be an insult if Canada were to be called a nation of
entrepreneurs. It’s up 1o us in this Department to try to make this happen.

Finally, I want to say just how much I am motivated by my new Department. We
deal with representatives of small and medium-sized businesses, tourism entrepreneurs, and
native and inuit communities all across the country -- hundreds of thousands of men and
women who are helping to build the economic base of their respective communmes and of
‘Canada as a whole.




. We must do even more in order to better understand and further support the efforts
of our local and regional representatives.. I know that I can rely on your creat1v1ty, and on
your professionalism. Thank you all for your cooperation. :

Thank you, ... it’s great to be with you.




Allocution prononcée par I’hon. Thomas Hockin
ministre d’Etat (Petites entreprises et Tourisme)
a I’occasion de la Conférence des cadres supérieurs
Centre national des Arts
le 14 mars 1989

Il y a quelques semaines, j’ai eu I’occasion de prendre la parole 8 Montebello o1 j’ai parlé
de troika. Les deux tiers de la troika sont ici ce soir. Nous avons bien I’intention de nous
entendre et de prouver, M. Bill Winegard et moi-mé&me, que pouvons travailler en équipe.

Ce soir, mon allocution portera sur la petite entreprise et, & ce propos, j’aimerais
“établir un paralléle entre les domaines économique et scientifique pour démontrer que la
petite entreprise se doit d’étre concurrentielle.

Dans le monde des affaires, comme dans le monde darwinien de la sélection
naturelle, seuls les forts survivent. Certaines especes réussissent & survivre parce qu’elles se
trouvent un refuge, un endroit dans I’environnement naturel d’otl elles tirent un avantage.
Ce refuge peut les protéger des prédateurs ou leur fournir une nourriture plus abondante. Il
en est de méme pour un grand nombre de nos clients et certainement pour la petite entreprise.

Chaque petite entreprise prospére doit trouver son créneau et I'utiliser comme base
pour accroitre sa compétitivité. A I’instar d’une espéce dans un créneau écologique, le test
de vérité est le moment oli I’entreprise s’aventure dans un nouveau territoire probablement
moins amical. L’entreprise doit alors devenir concurrentielle et Etre préte a se battre pour sa
part du marché. Elle doit développer de nouvelles techniques pour survivre. A cet égard, je
sais que ce matin vous vous étes penchés sur les centres de commerce extérleur et sur la
fagon dont ils se développent.

Pour poursuivre avec mon analogie, le jour vient ol une autre espece aprés avoir
quitté son propre refuge, vient s’installer 12 oh d’autres espéces croyaient régner. Voila
pourquoi une entreprise dont les marchés sont bien établis ne doit pas se laisser aller & la
complaisance. Un concurrent étranger peut arriver, si le fournisseur canadien ne peut alors
soutenir la nouvelle concurrence, il se retrouvera perdant.

Tout cela s’applique parfaitement aux petites et moyennes entreprises, et également
a I’ensemble du secteur qui préoccupe chacun de nous ici présent.

Par conséquent, nous devons élaborer un plan d’action pour les petites et moyennes
entreprises. Voild ma premiére responsabilité. Et 1’une de mes prennéres tiches consiste &
faire enquéte sur les sources de financement. En tant qu’ancien ministre d’Etat aux Finances,
je connais les différentes options. A cet égard, nous pouvons prendre certaines orientations




intéressantes. Nous devons d’abord identifier les lacunes et décider de la fagon la plus

efficace de procéder pour les combler en collaboration avec la Banque fédérale de -

développement, les éiablissements financiers, ainsi que le secteur des petites et moyennes
entreprises. Je tiens A apporter une contribution spéciale en ce domaine. Ceci est essentiel
pour chacun de nous parce que les établissements financiers du Canada sont importants pour -
le succes A’ISTC. : - : :

Nous devons également nous défaire des idées précongues sur notre économie qui
se fondait auparavant sur les ressources, Mon ami et électeur George Pedersen, recteur de
I'Université Western Ontario, a fait valoir ce point de fagon trés éloquente. 11 a affirmé
qu’historiquement, 1’évolution de notre économie axée sur les ressources naturelles ne nous
a pas incités & développer notre capacité de recherche-développement. Dans la langue -
vernaculaire utilisée par M. Pedersen : une activité économique devait nécessiter une hache
ou une pelle, sinon ¢a ne nous intéressait pas. Maintenant, nous devons reconnaitre quele
transfert et la diffusion de la technologie sont des facteurs essentiels qui influent sur la
compétiiivité de 1’industrie, en particulier dans le nouveau contexte du libre-échange.

Un facteur encore plus fondamental -- et je crois que vous en avez beaucoup entendu -
parler aujourd’hui -- est ’aspect humain de la compétitivité. Nous devons nous rendre
compte que la force motrice qui sous-tend une entreprise ou une industrie concurrentielle

est constituée de penseurs, de dirigeants, de gestionnaires, de travailleurs -- qui sont 3 ’aise -

avec le changement constant et vont jusqu’a 1’apprécier. Je suis trés heureux que vous ayez
entendu aujourd’hui Morrel Bachynski, qui est probablement 1’un des représentants les plus
€loquents de cette nouvelle philosophie et un exemple d’excellence 2 ce titre, -

Votre ministére n’est pas étranger au changement: Vous avez probablement tous . -
souffert de surmenage & cause de la réorganisation et ce probléme est bien réel. Lorsque
j’ai eul’occasion de vous parler au cours du dernier mois, il m’a semblé que la plupartd’entre
vous se tirent bien d’affaire. - : Ce

Je me joins & vous au moment éme oll vous vous efforcez de donner une nouvelle
orientation plus précise aux activités du Ministére. Vous voulez ardemment cesser de faire
pariie d’un ministére axé sur les applications. Comme vous, je crois que nos priorités doivent
nous guider et, en téte de ces priorités, vient ’amélioration de nos ressources humaines. Pour -
poursuivie notre nouvelle orientation, qui tient compte de I’aspect humain dans le-
développement indusiriel, ce ministére posséde déjd une base solide sur laquelle il peut
s’appuyer. . , S : :

J'aimerais maintenant prendre quelques minutes pour vous faire part d’une
expérience. Avantd’étre élu au Parlement, je donnais A Touraine un cours aux fonctionnaires
et j’utilisais txois cas que j’avais rédigés. Ces derniers ne. portaient pas tous sur les SMA,
mais concernaient également le niveau SM. Le cours a ét6 trés intéressant. Je ne savais pas

si les sitwations décrites dans les cas s’appliqixcraiént au monde réel. Le premier cas traitait




. du moral et de la fagon dont il faut s’assurer que les SM et les autres se sentent prés de leur
propre ministére et de ses activités. ’

Je sais que le professeur Zussman et M™'° Huguette Labelle vous ont entretenu sur
ce sujet aujourd’hui. Je sais qu’il a son importance dans votre vie personnelle et je suis
également conscient de son importance dans un contexte plus vaste.

Le deuxi®me cas que j’ai utilisé portait sur la fagon de traiter avec les groupes clients
de I’extérieur. Il concernait un ministére qui s’était repli€ sur lui-mé&me depuis des années,
mais qui devait faire affaire avec des clients hors du ministére et ne s’en tirait pas trés bien.
Mon ministére jouit d’une des meilleures réputations au pays au niveau des relations
entretenues avec ses clients de ’extérieur. Vous savez que vous disposez des compétences

. nécessaires; vous connaissez ces groupes. Il s’agit d’une ressource trés importante dans ce
pays dans le contexte du nouveau climat commercial et de la compétitivité future dans -
Iindustrie. '

Le troisiéme cas portait sur la fagon dont on peut faire sentir & un ministére qu’il a
une mission & accomplir et quoi faire pour que chacun se sente concerné. Je me dois de
féliciter Harry Rogers et tous ceux qui ont organisé ces conférences -- celle de Montebello - .
et celle-ci -- pour promouvoir la culture des entreprises. Je crois d’ailleurs qu’elle commence
. A se manifester. : '

Le Canada occupe une position enviable par rapport aux Etats-Unis, son principal
concurrent. Nous possédons un régime de soins de santé et ‘de sécurité sociale bien: -
développé; il n’y a pas de division de classes ou de division sociale marquée; les chances
d’accés A I’éducation sont plus égales et plus nombreuses. Nous apprenons rapidement
comment intégrer les groupes défavorisés a la vie économique normale et comment tirer: -
parti deressources demeurées inexploitées jusqu’a présent, soitnotre population autochtone. -
En raison de mes responsabilités & I’égard de ce groupe client, je suis conscient du grand © -
progres qu’il a réalis€ avec certains de nos programmes.

Tous ces avantages nous placent dans une position privilégiée pour attirer et garder
du personnel compétent qui attache une grande valeur a 1a qualité de la vie. Celaest pertinent
a la compétitivité industrielle. Ceci étant dit, notre ministeére doit devenir actif dans certains™ -
secteurs clés. Permettez-moi de terminer avec les points suivants : ‘

Nous devons faire en sorte que tous les programmes ou services que nous offrirons
al’avenir soient €laborés et mis en oeuvre en tenant compte avant tout de leur incidence sur
le perfectionnement des ressources humaines.

Nous devons également faire en sorte que les propriétaires et les gestionnaires de
' Ppetites et moyennes entreprises au Canada deviennent conscients du changement au sein de
I’économie globale. Il leur faut constater ce changement, le sentir et en prendre conscience. ™ -



Ils doivent également apprendre & gérer le changement, I’innovation et la technologie. Ils
doivent étre sensibles au fait que les ressources humaines font partie intégrante de leurs
activités. C’était le theme des propos de M. Bachynski.

Nous devons inciter I’industrie 3 s’impliquer davantage dans les systémes
d’éducation et de formation au Canada pour qu’ils répondent aux besoins de 1989 et au-dela.
L’industrie ne peut plus se contenter d’étre spectatrice et s’attendre 4 ce que les
établissements publics lui fournissent des personnes créatrices et innovatrices.

Entant que ministre d’Etatau Tourisme, je veux qu’on accroisse 1a formation offerte
A ce secteur fondamental de notre économie ainsi que 1a formation spécialisée. mesure que
de nouveaux programmes et services seront €laborés au sein du Ministére, nous devrons
également nous préoccuper de la fagon de les utiliser pour inciter un plus grand nombre de
Canadiens a mettre sur pied et 2 développer leur propre enireprise. Je pense en partlcuher a
I’exportation de services aux Etats-Unis, comme Laurent Thibault l’a mentionné
aujourd’hui. :

Nous devons poursuivre nos efforts pour encourager les établissements
d’enseignement et de formation & mettre au point un plus grand nombre de programmes et
de cours pour susciter 1'intérét des futurs entrepreneurs. Et vous savez comme moi que

certains sont d’avis que la qualité des diplomés des établissements d’éducation secondaire

et post-secondaire ne concerne pas le gouvernement fédéral. Je crois que vous avez eu un
atelier & ce sujet. Toute cette question est présentement examinée.

Il est vrai que les questions d’éducation relévent de la juridiction des provinces. Bill
Winegard, qui était recteur d’une université, me le rappellera sans doute. Malgré les sommes
considérables que le gouvernement fédéral a versées pour 1’enseignement post-secondaire
et notre participation active a la formation, nous savons que les provinces ont plus de pouvoir
en ce domaine. Touiefois, il y a certaines choses que nous devons faire. Je soutiens que le

gouvernement du Canada ne peut plus se permettre de se taire en ce quia trzl}it al’éducation.

De I'avis de I'industrie, les systémes d’éducation et de formation au Canada ne
produisent pas le type de diplomés dont I’industrie a besoin. Dans de nombreux cas, les
diplomés ne sont pas préparés a faire face aux défis d’un monde du travail qui leur demande
de connaitre les nouvelles technologies et de savoir les utiliser avec aisance.

Bref, nous devons nous efforcer de faire comprendre a nos entreprises la valeur des
ressources humaines et de I'innovation technologique tout en reconnaissant qu’il s’agit d’un
tout, combinant les nouvelles technologies aux talents humains. Nous devons aider les
employés 2 devenir plus créatifs, & prendre davantage I’initiative et & avoir une vision de
I’avenir de leur organisation. En tant que ministre d’Etat chargé du tourisme, des petites
entreprises, du développement économique des autochtones et de quelques autres questions,
rien n’est plus important pour moi que le perfectionnement des ressources humaines.




. Napoléon a cru insulter le peuple britannique en le traitant de nation de marchands.
Je ne crois pas que le Canada s’insurgerait si on le traitait de pays d’entrepreneurs. C’est &
nous au Ministére de faire en sorte que cela se concrétise. '

Je voudrais enfin vous dire A quel point mon nouveau ministére me motive. Nous
traitons avec les représentants de la petite et de 1a moyenne entreprise, avec les entrepreneurs
en tourisme, et les communautés autochtones et inuites du pays. Cela représente des
centaines de milliers d’hommes et de femmes qui construisent 1’assise économique de leur
collectivité et du pays.

Nous nous devons de faire encore plus pour mieux comprendre et mieux soutenir
les efforts de nos représentants locaux et régionaux. Je sais que je peux compter sur votre

- créativité et votre professionnalisme. Je vous remercie de votre collaboration.

Merci... 1l est bon de vous savoir & mes cOtés.
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I'want to spend just a few moments with you on science and technology from a very simple
base. The industries that built this country cannot do it any longer. Resource industries
continue to be important, but they are not going to take us into the 21st century. That is over.
If you believe that, then you have to take the next step. What will? I believe the fundamental
base is science and technology, and if I believe that, I must say what our Department is going
to do about it. I think there are several things we must do about it.

We must implement and implement well the science programs we already have in
effect. The Centres of Excellence program and Canada Scholarships program are good ones,
and they must be managed to the maximum benefit of the economy and our mission of
enhancing competitiveness. :

Ithink we have to get a bigger bang for the dollar from federal science and technology
efforts. As the government advocate for science and technology, ISTC must promote federal
programs and work towards a better integration of all those programs. We also have to
develop an approach that will improve the transfer of technology from federal government
laboratories to Canadian industry as well as the diffusion of technology from all sources,
domestic or foreign. I think that is one of our biggest challenges. We are going to experiment
with how you bring that about. Other countries do it and so can we.

Twenty-five years ago, I visited laboratories in Japan, and I spoke at the University
of Tokyo, in Kyoto, at the Chiba Institute of Technology and other places. When I went into
those laboratories, I noticed something I had never seen before. There was always someone
in those laboratories from the Government of Japan. That public servant’s job was just to
look and see what was going on and to notice anything that looked as if it had patent or
commercial applications. The Japanese were doing this 25 years ago.- We may not want to
put our little spies in every university laboratory across the country, but we had better nghten
up that connection. It is part of our job. :

I also believe a fundamental part of our job is to strengthen the whole science culture
of this country. All Canadians have to be made aware of the scientific and the technological
activities that are going on in this country. And we as a country have to devote far more
resources, human and financial, to raising the technological sophistication in our economy.

Since nobody else is going to do this, our Department must develop the quantitative

tools necessary for sound science and technology policy analyms and program evaluation.



The government has established ISTC to pursue the twin ideals of excellence in science and
technology and international competitiveness for industry. Tonight you are getting both
those perspectives, from Mr. Hockin and myself. My beat is obviously science and
‘technology, but for a purpose because I want to serve Tom Hockin, That is the point.

You are the only people who are going to bring all of this together. No other
department in government is going to do it, as I said before. I have been with you less than
two months, which has been long enough for me to realize from talking to many of you that
we have a good team. We may need to reorient our thinking in some ways because of new
responsibilities, but I know from my talks with you that you are ptepared to meet this
challenge head-on and thus meet the competition.

I was very pleased when the Prime Minister asked me if I would take on this job.
My wife said: "Why? Why do you need that?" And I said: "For one very good reason. I
believe fundamentally in the kind of society that Canada has. I believe in the caring society
that we have developed, but I also believe and know that we will not have this caring society
ten years from now if we do not become a dramatic, competitive society." That is why Iam
here. I know I can contribute to that, but only with your help. I need you. I need you very
badly. We all have a job to do.
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J’aimerais vous entretenir pendant quelques instants des sciences et de la technologie, de
fagon trés simple. Les industries qui ont édifié notre pays ne peuvent le faire plus longtemps.
Les industries fondées sur les ressources naturelles conservent leur importance, mais ce ne
sont pas elles qui nous permettront de franchir le cap de 1I’an 2000. Cette époque est révolue.
Si vous partagez cet avis, vous devez passer 2 la prochaine étape. Comment y arriver ? A
mon avis, tout repose sur les sciences et 1a technologie. Je vous exposerai donc ce que notre
ministére compte faire a ce sujet.

Nous devons mettre en ceuvre les programmes scientifiques déja en vigueur et bien
le faire. Le Programme des centres d’excellence et celui des bourses sont de bons
programmes qui doivent &tre administrés de maniére a profiter au maximum a 1’économie
et 2 nous permettre de mener a bien notre mission qui consiste & accroitre la compétitivité.

Je pense que les montants que le gouvernement fédéral consacre aux sciencesetala
technologie devront lui rapporter davantage. Tandis que le gouvernement se fait le défenseur
des sciences et de la technologie, ISTC doit promouvoir les programmes fédéraux et tenter
de favoriser une meilleure intégration de tous ces programmes. Nous devons aussi élaborer
une approche permettant d’améliorer le transfert technologique entre les laboratoires
fédéraux et I’industrie canadienne ainsi que la diffusion de la technologie provenant de toutes
les sources, tant étrangéres que canadiennes. Je crois que c’est 1’un des plus grands défis
que nous aurons a relever. Nous allons faire des expériences a ce sujet. D’autres pays y sont
parvenus, il n’y a pas de raison pour que nous ne puissions y arriver aussi.

Il 'y a 25 ans, j’ai visité des laboratoires au Japon et prononcé des allocutions a
’université de Tokyo, & Kyoto, au Chiba Institute of Technology et & d’autres endroits.
Lorsque je me suis rendu dans ces laboratoires, j’ai remarqué une chose que je n’avais jamais
vue auparavant. Il y avait toujours un représentant du gouvernement japonais, chargé
d’examiner ce qui se passait, pour voir s’il n’y avait pas possibilité de brevet ou d’application
commerciale. C’est ce qu’on faisait au Japon il y a 25 ans. Nous ne souhaitons peut-étre pas
placer des espions dans tous les laboratoires universitaires du pays, mais nous ferions mieux
de nous occuper de cette question, cela fait partie de notre travail.

Je crois aussi qu’une partie fondamentale de notre tiche consiste a renforcer toute
la culture scientifique du pays. Il faut que tous les Canadiens soient au courant des activités
scientifiques et technologiques menées dans leur pays. Le Canada devra en outre consacrer



beaucoup plus de ressources, tant humaines que financieres, pour rehausser la sophistication
technologique au sein de I’économie.

Etant donné que personne d’autre ne le fera, notre ministére doit mettre au point les
outils de mesure quantitative nécessaires 2 une analyse solide de la politique scientifique et
technologique et & I’évaluation des programmes. Le gouvernement a créé ISTC pour
poursuivre les idéaux suivants : excellence en sciences et en technologie et compétivité
internationale de 1’industrie. Ce soir, M. Hockin et moi-méme vous présentons ces deux
perspectives. Les sciences et la technologie sont sans conteste de mon ressort; cepcndant,
mon but est d’aider Tom Hockin,

Vous seuls serez en mesure de faire le point sur toute cette question. Comine je 1ai
déja dit, aucun autre ministére ne le fera. Je suis avec vous depuis bientdt deux mois, ce qui
me suffit pour me rendre compte que nous formons une bonne équipe. Il nous faudra
peut-étre réorienter certaines de nos idées en raison des nouvelles responsabilités que nous
assumons, mais je sais, d’aprés nos conversations, que vous étes dlsposés arelever le défi .
et ainsi, 2 affronter la concurrence. :

J’ai ét€ wés heureux lorsque le Premier ministre m’a demandé d’assumer cette
fonction. Ma femme m’a demandé pourquoi j’avais accepté et je lui ai répondu qu’une
excellente raison m’y avait poussé ma croyance fondamentale dans le type de société que .
I’on trouve au Canada. Je crois dans la société humanitaire que nous avons développée, mais
je sais que cette société aura changé d’ici dix ans si nous ne devenons pas concurrentiels.
C’est pour cela que je suis ici. Je sais étre en mesure de contribuer 2 rendre notre société
plus concurrentielle, mais votre aide m’est mdlspensable J ’a1 besom de vous. Nous avons
une téche a accomplir ensemble.
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The Deputy Minister's Address Executive Conference

Opening Statement

Thank you, Bill (Grogan). Thank you, ladies and
gentlemen for joining us here today. That is a tough
act to follow, but let's see how I do.

Let me say at the outset that I am genuinely
excited about what I think we can accomplish here over
the next few days. There is certainly nothing new about
conferences. There are any number of them taking place
across the country every day.

But this meeting is special. It brings together a
significant group of our department's executives. It is
designed to focus all our energies, all our talents, on
one clearly defined issue. What we are doing here in
Montebello is problem-solving in the truest sense of
the word.

Tout d'abord, j'aimerais vous dire que je suis
réellement trés content 'de vous retrouver ici,
aujourd'hui. Nous ferons ensemble du tres bon travail
au cours des prochains jours. }

Des conférences, il s'en tient beaucoup et partout
au pays tous les jours mais pas comme celle-ci. Elle
est différente. Elle est unique.

Cette conférence réunit un grand nombre de cadres
de notre ministére et vise & concentrer toutes nos .

énergies et tous nos talents sur une question trés bien

définie.

Ce que nous faisons 101, a Montebello, c'est la
recherche de . solutions, et ce, dans le meilleur sens du
terme.

Industry, Science and Technology Canada is a large
organization, over 2,000 people. Those people don't all
work on Queen Street in Ottawa. We are spread out
across this country, so just organizing a meeting like
this is no mean feat. But we did organize it and we are
here, and I am glad we are.
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These three days are going to have a real impact
on ISTC. Let's face it, at this stage impact is the
only yardstick that matters. This conference was not
designed to be a think tank or some sort of tea group
for senior bureaucrats. We are not here to find inner
peace or a new direction. The time for reflection is
over. We are here to talk strategy. We know the job and
we are here to figure out what more it takes to get the
job done. ‘ ‘

To help us out we have assembled not only ISTC
people, but as well some of the best national and
international advice we could find. Also here are a
number of representatives from other government
departments.

~ As a group you constitute a formidable pool of
talent. Small wonder that I have great expectations of
what we will accomplish together over the next three
days. o

Two weeks ago in Washington President George Bush
took the oath of office and informed Americans that a
new breeze is blowing. Politicians are often accused of
exaggeration. In this case the new president has coined
the understatement of the year. The winds of change in
North America have long since lost the characteristics
of a breeze. A

- In 1989, the winds of change are blowing at mach
10. We are in the midst of a global hurricane. Nowhere
are the effects of this gale force more apparent than
in the worlds of science, technology, and industry. The
long=prophesied global village is a reality. Its coming
demands major adjustments across the board. The ' '
scientist, the technocrat, and the entrepreneur are not
exenpt.

They face two challenges:

First, they must learn to work together as one
cohesive force; and

Second, they must refocus their national
perspectives.
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That is Why some 18 months ago -our government
moved so dramatically to reorient and restructure what
we now call Industry, Science, and Technology Canada.
The Prime Minister and Cabinet saw the old order - R
changing and they chose our department or, to be more
accurate, they created our department to ensure that-
Canada keeps and improves their place in the exclusive
society of industrial communltles. :

Thank goodness the key word is "keep". Trying to
hold on to the status quo is tough enough. Pity those
countries that have virtually no base to build from, no
market share to protect. Theirs is a challenge I do not
envy.

Let's take a look quickly at exactly where'Canada
does stand today. Despite our small size, Canadians
have captured a substantial share of world exports. Our
25 million people comprise only one-half of 1 per cent
of the world's population. As a trading natlon, though,
we have cut out a far larger slice of the pie. In 1986,
for example, we captured 4.4 percent of world exports.

According to the statistics, we are winners. But:
statistics in the global marketplace are a little like:
statistics in football and hockey. In a very real sense
they are meaningless. You are only as good as your last
game. What matters isn't where you were or what you
were doing . yesterday, but how you are g01ng to do
tomorrow.

Quite frankly, tomorrow poses some problems for
Canadian competltlveness. When you look behind the
stats what you see is that Canada is barely holding
market share. We are not losing ground like the U.S., -
and that is good, but we are not gaining ground either.
Unlike the Japanese and the so-called Asian tigers, we
are just holding on to the market share . that we have
got. :

What is more distressing is that the make-up of
what we have got provides cold comfort for those trying
to protect our future. We are still very much hewers of
wood and drawers of water. 42 per cent of Canada's
-exports continue to be raw resource products.
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In the all-important high tech sector Canada is
falling behind. Over the past 20 years we, alone of the
G-7 nations, have failed to increase our share of high
technology exports as a percentage of our total
manufacturing exports. We have to work to change that
statistic. Make no nmistake, time is not on our side.

Finally, today's overall rosy trade figures mask
one other major problem, our lagging productivity.
Measured against our own past performance, labour
productivity has improved in Canada. But our
productivity figures in comparison with the United
States are not good. I don't think I need remind anyone
here that in the new world of free trade, comparisons
with our American cousins are vital.

So, what does it all mean? The facts, the figures,
and the trends seem to be saying this: Canada is doing
fine, but there is no room for complacency. Warning
signals abound. To return to our wind imagines, there
are storm warnings on the horizon and those who ignore
them do so at their peril. Obviously our government and
our department have no intention of ignoring the
warnings. That is why we are here: to continue to map
out both a vision of where we want to be and the
strategies for getting there.

During this conference we will be hearlng from
some distinguished representatives of business,
academia, and government. Through them we will be
exposed to a wide variety of views and opinions on how
to profit from the changing global economy. As well, we
will have the opportunity to participate in workshops
- designed to forge strategies for ISTC as 1t takes on:
its new mandate.

I don't wish to reduce the value of this process
by imposing on you at the outset my own agenda for
action, but obviously this conference is not our very
first attempt to grapple with the problem of - ,
competitiveness. We don't come here with a perfectly
clean slate. Even before ISTC was announced, a number
of relevant programs were in place. Since the-
announcenent, we have explored together a good many new
ideas.
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What exists, then, as this conference begins is a
menu of programs, processes, and ideas. They are
important, but they fall short of a fully developed
vision of what we mean by building competitiveness.

As I said, I have no wish to second-guess anyone,
but I do have ideas. I think I would be a pretty poor
department head if I dldn't at least share some of
those ideas with you.

If, as we must, we strive to encourage both
scientific excellence and entrepreneurial -
competitiveness on a world scale, then there are
certain matters to which we must turn our attention
immediately.

Job one, to borrow a well-known slogan from a
company that paid me good wages for a number of  years,
is to sustain and improve our international market
share. Our mandate requires us to assume the lead in
helping Canadian-industry take advantage of new
1nternat10na1 trade opportunltles. Clearly, we must
play a pivotal role in ensuring that Canadians emerge
as winners in the new world of Canada-U.S. free trade.

No one has ever denied that there will be losers
as North America adjusts to freer trade. Some of those
casualtles will fall north of the 49th parallel. That
is not good news, but it is understandable. What would
not be understandable, but in fact would be
intolerable, would be if Canadian businesses fail
because they are left uninformed about the
opportunltles available and are unaided by government
in this endeavour.

The same is true of other bilateral and
multilateral trade arrangements. We have to get back as
‘a country to promoting participation in Europe. The
Pacific Rim, particularly Japan, has never offered
greater growth for sales than it does today.

Businessmen don't always have the time to keep
abreast of major new international opportunities. They
can be forgiven for not realizing the potential these
hold for them. They can be forgiven, but we cannot. We
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have. to know the answers. One of our most important
jobs lies in guiding industry through the world of
.international negotiations and agreements, and
persuading them often of the opportunities those
contain.

We cannot hope to do this job by fax or by phone,
as suggested for others in the friendly ads of Northern
Telecom. When the stakes are life or death for our
industries, that long-distance feeling is simply not.
good enough. '

That means our network of prov1nc1al offlces and
their international trade centres is vital. ISTC and
its predecessors are well known for gettlng out to
clients _

.or bringing: government out of Ottawa in a very real
way. We are going to have to carry on that tradition
and erengthen 1t until it is practically an art form.

Because ISTC was specifically created to span
science, technology, and industry, we are uniquely
positioned to enhance Canadian competitiveness by :
assisting in the development of a world-class science
and technology base. The government has renewed and’
strengthened its commitment to research and development
and to co-operative efforts with industry. Our job is
to translate that commitment into action.

We are, I am pleased to say, already hard at work.
We are working, for example, on the recently-announced
Space Station Program. These plans include measures .
that will equitably distribute space program work -
throughout the country. We have, as well, begun a
separate initiative on space with the European Space
Agency. As exciting as it is, our space involvement
represents only a small part of what we have been
doing.

Work is simultaneously proceeding on the Strategic
Technologies Program in Advanced Materials,
Biotechnology, and Information Technologies. The TOPAIM
Program and the Advanced Manufacturing Technologies .
Application Program pilots have recently been approved.
The first of our sector campaigns will be announced
shortly. We have received more than 150 submissions to
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our Centres of Excellence competition. And we have
chosen 2,500 scholars out of the 10,000 applications to
our new Canada Scholarships Program.

We have been busy in the science and technology
sections; very busy. But we can accomplish a lot more.
Canadians are doing exciting work in everything from
medical research to biotechnology and toxicology. A
good deal of that work is pure research, but an equal
amount has good industrial applications. We have an
enormous role to play in bringing industry, science,
and technology together. If we fulfil that mandate, we
cannot help but enhance Canadian competitiveness.

If the promotion of trade is vital, and if the
reformulation of our science and technology basis is
1mportant it is equally imperative that we play a role
in the area of skills development. The potential
shortage of a skilled and literate workforce poses a
greater threat to Canadian competitiveness than
anything else I have-mentioned this afternoon. This is
clearly a national problem, one that involves all
levels of government and many, many, many institutions.
It is a problem that is beginning to be attacked from
all 51des, but this deluge of concern hardly means
there is nothing more to do.

ISTC has a role to play. We are uniquely
p051t10ned to hear the views and priorities of business
on this issue as advocates to bring those,v1ews to the
attention of government policy-makers in Ottawa, of
which of course we are one. We have to build on our
present base of expertise to assist Canadian business
people, particularly small business people, in
improving their entrepreneurial skills in heightening
their management capacities and strategic and financial
planning, and in developing new approaches to the
adoption of technologies at a faster pace.

Just about every aspect of building
competitiveness holds opportunities and challenges for
ISTC; Helping industry expand its base through creative
financing; developing Canadian tourism; screening
regional development applications; lending our
expertise in the areas of, for example, developing the
environmental industries; restructuring native economic
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programming; and enhancing labour market participation
indirectly through things like expanded child care
programs. The list is virtually endless and the
opportunities are infinite.

But opportunities have very little intrinsic
value. They are simply doorways through which we can
pass if we have the will and the energy and the
commitment. I know that the people at ISTC have that
will and enexgy and commitment.

In the past 18 months, as we have taken the idea
of this department to a practical reality, I have
become a believer in you. I know the waiting has been
hard. We all wanted to be up and running a lot earlier.

Well, the waiting is almost over. The rebasing
process is well in hand. Person-year levels have been
established for all responsibility centres, and O&M
requirements are now being finalized on the same basis.
‘Resource requirements have been identified, and the
whole
package is just about ready to go through ministers to
Treasury Board and PCO. Our legislation is to be
reintroduced soon, and ISTC will be a legal entity by
sumner .

Dans la situation actuelle, nous ne sommes pas de
taille a s'interposer dans le processus de création
d'officiers de notre ministére. ISTC est un ministére a
part entiére. Notre mandat est bien défini et rien ne
nous permet de douter que le gouvernement ne tiendra
pas ses engagements. -

Rendre Canada concurrentiel sur le plan
international constitue une priorité et le roéle de
notre ministére & cet égard est des plus important. Le
processus est maintenant amorceé..

Cette conférence vient mettre l'accent sur le défi
auguel nous aurons a faire face. J'ai la certitude que
nous saurons affronter ce défi avec succeés.

Je vous ai dit plus tot que je me réjouissais de
la tenue de cette conférence. J'espére qu'il en est de
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méme pour vous. Nous participons de fagon concréte a la
croissance de notre pays. Nos réussites seront plus
repercuterantes sur le Canada tout entier et sur les
Canadiens qui pourront env1sager 1l'avenir avec
confiance. Nous reu551rons.

.Notre réle et notre carrlere de concurrence seront
prlmordlales et gridce a une rencontre comme celle-ci,
..nous nous engagerons dans la voie du succes.

The best advice I can give you today is forget
about the last few details that stand between us and
formal departmental status. For all intents and
purposes, ISTC is a full—fledged department. our .
mandate is clear and there is no evidence whatsoever
that the government has wavered or is waverlng in its
commitment. :

The dedication to making Canada internationally
competitive is absolﬁte. We are a principal vehicle
that government is _relying on to realize that goal. The
processes under-way at this conference marks a tangible
recognltlon of the enormous challenge that awaits us.
It is a challenge I know we can meet.

, I said at the outset that I am excited about this
conference. I hope you share that excitement. We are

. entrusted with a large part of the very future of this
‘nation. If we succeed,. when we succeed, when Canada

succeeds, then Canadlans can confldently look forward

. .to a privileged life into and: through the next century.
-We will succeed. We will play an importarnt role in
" building competltlveness and that process continues

* here today. _ :

As much as anythlng ‘else, this ‘conference is about
initiative. I want you to leave Montebello inspired. I
hope our guests will give us new insights and that our

.. workshops will provide us with opportunities to forge

_ hew understandings and new directions., Government has
" entrusted us with a crucial mission. We have the tools.
We have the expertise and ‘the opportunltles to succeed
await us. All we need to do now is take the initiative

... to get started and to work harder than we ever have
before. Ladies and gentlemen, let's get at it.
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3. Discours du Sous-ministre

3.1

Conférence des cadres

ALLOCUTION D'’OUVERTURE

Merci Bill (Grogan). Mesdames, Messieurs, je vous remercie
d'étre parmi nous aujourd hui. I1 est difficile de faire aussi
bien que Bill, mais je vais essayerc...

Tout d'abord, j'aimerais vous dire que je suis réellement
trés content de vous retrouver ici, aujourd'hui. Nous ferons
ensemble du trés bon travail au cours des prochains jours.

Bas conférencea, il a'en tient beaucoup et partout au pays
tous les jours mais pas comme celle-ci. Elle est différente.
Elle est unigue.

Cette conference réunit un grand nombre de cadres de notre
ministére et vise a concentrer toutes nos énergies et tous nos
talents sur une guestion trés bien définie.

Ce que nous faisons ici, a Hontebello, c'est la recherche de
solutions, et ce, dans le meilleur sens du terme.

Industrie, Sciences et Technolog;e est un vaste organisme qui
compte plus de 2000 personnes qui ne travaillent pas toutes rue

Queen 4 Ottawa. Nous sommes dispersés aux guatre coins du Canada,
e

aussi 1° organisation d‘une pareille assemblée n'est pas chose
facile. Mais nous avons réussi, nous sommes tous ici, et j en
suis heureux.

Ces trois Jou:nees vont avoir un réel effet sur ISTC. Soyons
francs, a cette étape-ci, seule l'incidence compte. La conférence
n'a pas été préparée pour une simple discussion d'étude ou pour
réunir un groupe de cadres autour d'une tasse de thé. Nous ne
sommes pas ici pour trouver la paix intérieure ou une nouvelle
orientation. Le temps de réfléchir est passé. Nous sommes réunis
pour parler de strategie. Nous connaissons et savons ce que nous
avons & faire et nous devons trouver de nouveaux moyens de mener a
bien notre tadche.

Pour nous aider, nous avons fait appel non seulement au
personnel d'ISTC, mais encore aux meilleurs conseillers nationaux
et internatxonaux° Nous comptons aussi parmi nous des
représentants d'autres ministéres.

Ensemble, vous constltuez une réserve de talents
considérable. Aussi n'est-il pas étonnant gue vous ayez de
grandes attentes et nous allons essayer 4'y répondre au cours des
trois prochaines journées.
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Il y a deux semaines, a Washington, le président George Bush
prétait serment et annongait aux Américains que le vent avait
tourné, On accuse souvent les politiciens d'exagération. Mais le
nouveau Prégident ne plaisantait pas car, en effet, un nouveau
vent couffle en Amérigue du Hord et les changements qu'il apporte
n'ont zien d'une douce brise.

Bn 1989, les changements surviennent a une vitesse folle.
Houg vivens au milieu d'un ouragan. Et nulle part ailleurs que
dans les secteurs de la science, de la technologie et de
1vindustrie, n'en ressentons—nous davantage les violents courants.
L2 © village global “ annoncé depuis si longtemps est devenu
z@alité. Bt son arrivée exige des ajustements de fond en comble
dans la société. Tous sont touchés, y compris le scientifique, le
technecrate et l'entrepreneur,.

ils doivent relever deux défis

le premier, apprendce & oeuvrer ensemble, a faire front
commun, et '

le pecond, rajuster leurs perspectives nationales.

C'est pourguoi il y a guelque 18 mois, notre gouvernement a
changé complétement de cap afin de réorienter et de restructurer
ce que nous appelons maintenant Industrie, Sciences et -
pechnolegie. Le premier ministre et le Cabinet ont décidé, devant
1'évolution de la comjoncture, de choisir ou, devrais-je dire plus
justement, de créer notre ministére de fagon a garantir que le
Canada non seulement garde sa place mais s'en taille une meilleure
dans le groupe execlusif des communautés industrielles.

e mot-elé est © garde . Essayer de maintenir le statu quo
ne suffit plus. Pensez aux pays qui n'ont pas les fondations
nécessgaires pour bitir, ni de marchés & protéger. C'est un défi
cue nous n'avons heureusement pas & relever.

Voyong briévement la position dans laquelle se trouve
actuellement le Canada. Malgré nos 25 millions d'habitants qui ne
représentent que un deni pour cent de la population mondiale, nous
avong réussi a capter une part importante des exportations
mondiales. Mais & titre de mation marchande, nous avons a notre
actif vne bien plus grande proportion du total. En 1986 par
exenple, nous avons réussi & exporter 4,4 p. 100 du total
rondial . '

Selon les statistigues, mous sommes en téte du peloton. Mais
les statistigues du marehé mondial sont un peu comme celles du
football et du hoeckey. Bn réalité, elles ne signifient pas
grand-chose. On est bon dang la mesure ol on a gagné la derniére
partie. .Ce gqui compte, ce n'est pas ce qu'on a fait hier, mais
bien ce gqu'on va faire demain. . ' ’
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Je dois dire, sans détour, que lorsque l'on regarde en avant,
la compétitivité du Canada semble quelque peu en danger. Quand
vous lisez entre les lignes, vous pouvez constater que le Canada
arrive tout juste a tenir du bout des doigts sa part du marché.
Nous ne tirons pas de l'arriére comme les Etats-Unis, mais nous
n'avangons pas non plus. Au contraire des Japonais et de ceux
qu'on appelle les tigres d'Asie, nous gardons & peine la part du
marché que nous avons réussi & obtenir. '

Ce qui est encore plus désespérant, c'est que l'essentiel de
ce que nous possédons n‘a rien d'encourageant pour ceux qui
cherchent A garantir notre avenir. Nous sommes encore des
coupeurs de bois et des puiseurs d'eau. Quarante-deux pour cent
des exportations du Canada continuent d‘'€tre des matiéres
premiéres.

Dans le secteur pimordial de la technologie de pointe, le
Canada accuse du retard. Depuis les 20 dernieres années, nous
sommes le seul pays parmi les 7 Grands dont la part des
exportations de technologie de pointe, exprimée en pourcentage du
total de nos exportations de produits manufacturés, n'a pas
augmenté. Nous devons remédier a la situation. Et nous ne
pouvons nous leurrer : le temps presse.

Enfin, pour ce qui est de l'ensemble des statistiques
commerciales encourageantes, elles masquent un autre probléme
majeur, notre productivité languissante. Si on la compare a notre
performance antérieure, la productivité de la main-d'oeuvre a
augmenté au Canada. Cependant, comparativement aux Etats-Unis,
notre productivité laisse a désirer. Il n'est pas nécessaire que
j'insiste ici sur le fait que dans le contexte du libre-échange,
les comparaisons avec nos voisins du Sud sont cruciales.

Alors quelle est la signification de toutes ces _
statistiques ? Voici ce que semblent indiquer les faits, les
statistiques et les tendances : le Canada se porte bien, mais il
ne doit pas se laisser aller a la complaissance. Les signes de
danger sont nombreux. Des signes d'orage pointent & l'horizon et
ceux qui les ignorent le font a leurs propres risques et périls.
Il va de soi que notre gouvernement et notre ministére ont
l'intention de tenir compte de ces mises en garde. C'est la
raison pour laquelle nous sommes ici : pour continuer de préciser
1'objectif que nous voulons atteindre et élaborer les stratégies a
mettre en oeuvre pour y arriver.

‘ Au cours de la conférence, nous entendrons des exposés
d'éminents représentants des milieux des affaires, universitaire
et gouvernemental. Ils nous présenteront un large éventail de
vues et d'opinions sur la fagon de tirer parti de la mutation de
1'économie mondiale. De méme, nous aurons l'occasion de
participer a4 des ateliers qui porteront sur la mise au point de
stratégies 3 mettre en oeuvre par ISTC au moment ol il entreprend
~ son nouveau mandat. ‘
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Je me veux pas amoindrir la valeur de ce processus en vous .
1mp@sant au départ mon propre plan d'action, mais cette conférence
n'‘est certes pas motre premiére tentative de s'attaquer au
probléme de la compétitivité. Nous ne partons pas de zéro. Méme
avant 1'annonce de la eréation d'ISTC, un certain nombe de

programnes peztlnentg étaient déja en place. Depuis 1'annonce,
" nous avons exploré ensemble bon nombre d°'idées nouvelles.

Pour le début de cette conférence donc, nous avons devant
nous des programmes, des processus et des idées. 1Ils ont leur
1mp©rt@n@@p mais ils ne @@nstltuent pas la gamme compléte des
moyens A prendre pour accroitre la compétitivité.

Comme je 1'ai dltp mon intention n'est pas de devancer qu1
que ce BoOit, Baig j'ai cependant certaines idées et je ne serais
pas & la hauteur de mon poste 8i je ne vous faisais pas part 4° au
moinsg certaines d'emntre clles.

$i nous voulons promouvolr 1l'excellence scientifique et la
compétitivité des entreprises a 1l'échelle internationale, et nous
nous devons de le faire, nous devons sans tarder porter notre
attention sur certaines questions.

Notre pr@mlere tdche -- comme le disait une entreprlse qui
m'a fourni mon gagnempaln pendant de nombreuses années —-—- consiste
a4 maintenir et & accroitre notre part du marché international.
Conformément & notre mandat, nous devons prendre l'initiative et
aider 1'industrie canadienne 3 tirer parti des nouveaux débouchés
commerciaux gui se présentent sur le marché international. Il ne
fait avcun doute gue nous devons jouer un rdle majeur pour faire
en sorte gue les Canadiens sortent vainqueurs du nouveau contexte
de libre-échange instauré entre le Canada et les Etats-Unis.

Personne ne nie gu’il y aura des perdants au fur et a mesure
qgque 1°Amérigue du Nord s°adaptera & la libéralisation du commerce.
Un certain nombre d'entre eux se trouveront au nord du ’
49€ paralléle. Il me s'agit pas d'une nouvelle trés
réjouigsante, mais elle est compréhen51b1e. Par contre, il serait
1ncompréhena1b1eg voire lntolerable, que les entreprxses
canadiennes échouent parce qu'elles ne sont pas informées des ‘
débouchés qui @215tent et que le gouvernement ne les aide pas a f
cet égard. , B

73 en et de méne pour dA'autres accords commerciaux
bilatéravx et multilatéraux. Notre pays doit promouvoir la :
partlclpatlen en Europe. Les pays du Pacifique, en partlculler le
Japon, n ‘ont jemais offert une plus grande possibilité de 5
croigsance des ventes qu'aujourd'hul.

ILes gens d'affaires n'ont pas toujours le temps de se tenlr
au courant des nouveauz débouchés d’envergure sur le marché o
international. On peut leur pardonner de ne pas se rendre compte
du potentiel de ces débouchés, mais on ne peut pas nous pardonner.
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Nous devons connaitre les réponses. Une de nos tdches prxncxpales
consiste a& guider l'industrie dans le monde des négociations et
des ententes 1nternatlonales, et de la persuader souvent des
possibilités qu'elles offrent.

Cette tache ne peut se faire par télécopieur ou par
téléphone, comme le laissent entendre les commerciaux de Northern
Telecom. Quand les enjeux sont une question de vie ou de mort
pour nos industries, il faut plus que des communications
téléphoniques.

Cela signifie que notre réseau de bureaux provinciaux et
leurs centres de commerce international est essentiel.

ISTC et ses prédécesseurs sont bien connus pour leur sou01
d'aller au-devant des besoins des clients et d'assurer la presence
concréte du gouvernement partout au pays. Nous devons perpétuer
cette tradition d'ouverture et faire en sorte qu'elle SOlt
synonyme 4'excellence.

ISTC a été spécifiquement créé pour stimuler 1l'essor des
sciences, de la technologie et de 1'industrie, et est donc
particuliérement bien placé pour accroitre la compétitivité du
Canada en contribuant & la mise en place d'une assise scientifique
et technologlque de calibre 1nternatlona1. Le gouvernement a
réitéré et raffermi son engagement & 1l'égard de la
recherche-développement et de la coopération avec 1°'industrie.
Notre mandat, a ISTC, consiste 3 traduire cet engagement par des
gestes concrets.

Je suis heureux de pouvoir dire gue nous nous sommes déja
attelés a la tdche. Ainsi, nous sommes actuellement en train de
travailler au Programme de station spatlale annoncé récemment et
élaborons notamment les mesures visant & répartir équitablement &
travers le pays les contrats qu1 decouleront éu Programme spatial.
Nous avons également commencé & travailler & un autre projet
spatial en collaboration avee 1° Agence spatiale européenne. Mais
si passionnantes soient-elles, nos activités dans le domaine
spatial ne représentent qu'une infime partie de ce gue nous avons
accompli.

Concurremment avec les projets que je viens d’énumérer, nous
travaillons au Programme de technologies strategxques en matériaux
de pointe, en blotechnologle et en technologie de 1l'information.
Derniérement, le feu vert était donné au Programme de mise en
valeur de la technologie et des matériaux industriels de pointe
ainsi qu'au Programme d'application des technologies de pointe
dans le secteur manufacturier. Nous lancerons bientdt notre.
premiére campagne sectorielle. Par ailleurs, nous avons regu plus
de 150 lettres d'intention dans le cadre du concours des Centres
d'excellence. Enfin, nous avons, dans le cadre du nouveau
Programme Bourses Canada, choisi 2500 boursiers sur les
10 000 candidats qui nous ont fait parvenir une demande.
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Nous avons beaucoup fait dans le domaine des sciences et de .
la technologie, mais nous pouvons faire encore plus. Les
Canadiens réaligent des choses extraordinaires dans tous les
domaines, de la recherche médicale 2 la biotechnologie en passant
par la toxicologie. Bon nombre de ces travaux relévent de la -
recherche fondamentale, mais une bonne moitié d'entre eux ont des
applications industrielles. HNous avons la tdche considérable
d'harnoniser les effoxrts respectifs des milieux industriels, des
sciences et de la technologie, §i nous y parvenons, nous

contribuerons inévitablement & 1‘’accroissement de la compétitivité
canadienne.

I.a promotion du commerce est vitale, tout comme la
redéfinition de notre assise scientifique et technologique. Mais
il importe également au plus haut point que mous apportions notre
contribution au p@ff@@ti@nnement professionnel. goosion de la
main-d‘’oeuvre gualifiée et instruite constitue pout la
competat;v;te du Canada une menace encore bien plus grande que
tout ce gque j'ai pu @vgqu@z cet aprés-midi. Il s'agit 1a d'un .
probleme national gui touche tous les gouvernements et aussi un
trés grand nombre d'institutions. De toutes parts, on cherche a
le rewoudre mais il y a encore beaucoup & faire.

I8%C peut faire sa part pour remédier a ce ptobleme. Nous
sommes le point de convergence pr;v;legle des opinions et des
priorités des entreprises & cet égard et nous sommes tout aussi
bien placés pour les transmettre aux responsables de 1'élaboration .
des politigues - dont bien siir nous sommes. Nous devons, en nous
fondant sur notrc expérience, aider les entreerses canadiennes,
et particuliérement les petites entreprises, a s'améliorer
globalement en se perfectlcnnant sur le plan de la gestion, de la
- planification stratégique et financiére et en mettant au point de
nouveaux moyens d'appliquer plus rapidement les nouvelles
technolegies.

Prathuem@nt tous les aspects de 1l'amélioration de la

compétitivité peuvent beneflcler de 1l'apport 4°'ISTC, qu'il

s'agisse d'aider 1'industrie & croitre en lui facilitant 1'accés
au financement, de developper le secteur du tourisme, d'étudier
les demandes d'aide au développement régional, d'offrir notre
expertise dans, par exemple, le domaine des industries
gpécialisées dang la protection de 1°'environnement, de
restructurer les programmes destinés aux autochtones ou
d'accroitre la participation de la population active au moyen :
d’actions indirectes visant 1l'extension des services de garderie..
‘La liste est inépuisable et les possibilités d4'intervention
infinies,

Maig les © perspectives %, ou ® possibilités " commerciales .
n‘ont qu’'une valeur virtuelle. Elles ne sont que des ouvertures.:
pax lesquelles nous PoOUVONS nous engager 8i nous avons la volonte,
1° energle ‘et la conviction nécessaires et je suis 1nt1mement .
econvaincu que les agents d°ISTC, quels qu’ils soient, n'ont rien, a ‘
envier & quicongue & ce chapitre. _
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' Au cours des dix-huit mois écoulés, au fur et & mesure que
nous mettions sur pied ce nouveau ministére, j'ai pu m'apercevoir
de la qualité de votre savoir-faire et de votre dévouement. Je
sais que cette période n'a pas été de tout repos et que beaucoup
plaffalent d'impatience et auraient préféré passer plus toét a
l'action... /

L'attente est presque finie. Le processus de recentrage est
en bonne voie, tous les centres de reeponsabxlités connaissent
leur dotation en ressources humaines et l'établissement des
besoins en matiére de ressources et de fonctionnement et entretien
est en phase finale. Le dossier ISTC est quasi prét a étre
transmis au Conseil du Trésor et au Bureau du Conseil Privé. Le
projet de loi sera bientdt ﬁegose a nouveau et ISTC verra
off1c1ellement le jour cet éteé.

Dans la situation actuelle, nous ne sommes pas de taille a
s’interposer dans le processus de cxeat;on d'officiers de notre
ministére. ISTC est un ministére a part entiére. Notre mandat
est bien défini et rien ne nous permet de douter que le
gouvernment ne tiendra pas ses engagements.

Rendre le Canada concurrentiel sur le plan 1nternat10na1
constitue une priorité et le rdle de notre ministére a cet egard
est des. plus importants. Le processus est maintenant amorcé.

. Cette conference vient mettre l'accent sur le défi auquel
nous aurons a faire face. J'ai la certitude gue nous saurons
affronter ce: defl avec succés.

Je vous ai dit plus tot que je me rejoulssals de la tenue de
cette conférence, J' espere qu il en est de méme pour vous. Nous
partlclpons de fagon concrete a la croissance de notre pays. Nos
réussites auront plus de repercu551ons sur le Canada tout entier
et sur les Canadiens qui pourront, ‘envisager l'avenir avec
confiance. Nous réussirons.

Notre rdle et notre m1551on & 1°'égard de la concurrence
seront primordiaux et grace a une rencontre comme celle-ci, nous
nous engagerons dans la voie du succeés.

Le meilleur conseil que je puisse vous donner est d'oublier
les menus détails qui nous séparent encore de la création
officielle du ministére. Notre mandat est clair et rien ne permet
de supposer, ne serait-ce qu‘’une seconde, gue le gouvernement
remet en question son engagement.

Cette eonférenoe porte également sur l'initiative. Je
voudrals qu'elle soit pour vous une source d'inspiration.
J'espére que nos conférenciers sauront nous montrer la voie et que
:les ateliers auxquels nous sommes conviés nous permettront
,d'explorer plus en profondeur ce nouveau territoire qu1 s'étend
‘ “devant nous. Le gouvernement nous a confié une mission cruciale.




Nous avons les outils et les competences indispensables pour mener
a bien notre tdche et les occasions de nous montrer dignes de
notre mission sont nombreuses et variées. Il ne nous reste plus
gqu'a nous mettre au travail et a travailler plus dur que jamais.







5.1.4 Excerpt from Mr. Sumio Takeichi's Address to the
Executive Conference

The essential flavour and content of Mr. Takeichi's address

is given through reproduction of his slides, with suitable
annotations.

ISTC CONFERENCE

'KEEPING THE EDGE:
. JAPANESE LEADERSHIP
IN THE GLOBAL COMPETITIVENESS

TECHNOLOGY, SCIENCE, INDUSTRIAL MANAGEMENT & POLICY

FEBRUARY 1989

- BY SUMIO TAKEICHI
CORPORATE STRATEGY & PLANNING DEPT
CHEMICALS & INFORMATION STRATEGY GROUP
MITSUBISHI CORPORATION




Tiwre is no border
in teras of
technology and
sclence or
excslience.

| IN THE GLOBAL COMPET!TIVENESS |

:Q} ICCr

JAPANESE LEADERSHIF’

-

& oy

- ,'.\FKESPONDING TO GLOBAL.IZATION
.-or TECHNOL,OGY AND SCIENCE

A "“r::‘_'ﬁ_'—'ﬁéxs"iﬁé—,
-T E NEW INDUSTRIAL POLICY

BE»ASSURING THE INNOVATIVE
INDUSTRIAL. MANAGEMENT

f:jﬁE?s'ﬁé'&biNé"’fé' THE STRATEGIC
‘ALLIANCE

" GLOBALIZATION OF
‘T’ECHNOLOGY & SCIENCE




Watch cut for the
Talwanase, for
instonce, who wilil|
apply to the world
patent association,
as will the other
Aslan Tigers.

. ~ "GLOBAL TECHNOLOGY '
i NUMBER OF PATENTS RE‘Q‘U:-:_STE‘D‘(1976/1,936)

(UNIT : 1,000)
¥0+
~T%50-
"BO
-
w 1986
|
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WHEN IT COMES TO PATENT APPLICATIONS; IT'S JAPAN HANDS DOWHN!

U.S. PATENTS -TOP10-  (en

COMPANY NUMBERS OF U.S. PATENTS ;
CANON 847
HITACHI 845
TOSHIBA[ @ | 823
cEE= 779
US PHILIPS ot 687
WESTINGHOUSE ELECTRIC EEE= 652
iBv ES 591
SIEMENS feos 539
MITSUBISHI ELECTRIC[ @ | 518
rca B 504

IN U.S. PATENTS GRAWTED, IT'S JAPAN 1-2-3




_°  R&DFUNDING AND SPENDING =~ ®
.(U?.\"T:UB?BILL!DN) FUND'NG . . SPENDING - :‘.

T2si25)

ke dIffercnco o
govarmment funding;
19 per cent in
dapan vhereas o
the U.S.A it e 47
por cont. Tho e2in
di¢ference is ia

tho s i1tary. : ¢ naveRsia S FOREIGN  UNIVERSITIES ~

.10.1%6) |

 SOURCES AND USES OF Re¢D FUNDS: A FIVE-COUNTRY COMPARISOMN

Despite MITI's image, the Japanese Government's RED funding
zele is relatively samall. Predominantly private funding

assures an orientation ¢teo commercial markets.

.

" 'R&D FUNDING AND SPENDING |

(UNIT : USSBILLION) FUNDING _ SPENDING
‘GOVERNMENT UNI,VEH'SITIEZS .
®: lave a iot of Ha%) . 3(14%)

ccitects with
wlversities In
Cenoda.

UNIVERSITIES =
0.5(10%) -

s S L
SCANADA
W A1987) i

ALoh AN FASS

SOURCES AND DSES OF R3D FUNDS {COHTIHUED)




- Qur first 40 per
cent goes directly
into merket meed.
An additionsl 0%
goss Into
lonovative
technology/products
and addet~valus.
Visit Pachinko, It
s a slot machine
g contre. Ask
to see the geme end
back panet. "The
back side is & pack
of high tech, (Cs,
plastic camponents
and devices.

Thers are 180,
mah-jongg pleces
which sre thrown
into a. hole. After
you fintsh the
play, they are

- automaticatly
mixed, and placed
upside down and
arranged, ready to
play. They are,
polyacetate,
polycarbonate,
siper englinesring
plastics
componants. Att

are IC controlled. .

PURPOSE OF R&D AS TREND

1. PRODUCT iMPROVEMENT TO MEET MARKET NEED >40%

2. INNOVATIVE TECHNOLOGY/PRODUCTS >20%
3. ADDED VALUE TO PRODUCTS 20%
4. IMPROVEMENT OF PRODUCTION PROCESS <10%
5. DIVERSIFICATION INTO OTHER INDUSTRY >5%
6. EXPANSION OF PRODUCT LINES <4%

BREAKDOWN OF R&D EXPENDITURES BY OBJECTIVE

In Japan, expenditures for R&D are heavily weighted toward

achieving product improvesents that satisfy market needs.

R & D EXPENDITURES OF

JAPANESE INDUSTRY

(UNIT:US S MIL)
1$=230.5 YEN

(1985)
| AGRICULTURE & MINING 109
CONSTRUCTION 465
MANUFACTURING 22,155
ELECTRIC & ELECTRONICS~>eseemeseenees 8,126
CHEMICALS --eeve tesssrsasaseserstsasarasecasans 3,825
AUTOMOBILE & SHIPBUILDING +-xexeve 3,825
MACHINERY ceeeeesreesaamssnestonnccninneciannie 1,606
STEEL --ooeeorrrenssserarmnssasssracsicanssnnionses 1,006
PRECISION ceceerensonnensacscses bessrssssesaceeensenne 847
OTHERS -creervrereissascssanncces eeeseeeasaseresaass 2721
TRANSPORTATION COMMUNICATION AND UNILITIES 1,086
TOTAL 23,815

SOUACE : THE JAPANESE PRIME MINISTER'S OFFICE TNE .UIEAP’ OF STANSTICS

AS YOU CAN SEE, A SURPRISING PORTION OF JAPAN'S TOTAL RiD
EXPENDITURES ARE TARGETED TOWARD CONSUMER PRODUCTS LIKE

ELECTRONICS ARD AUTOMOBILES, AND CREMICALS.




it s In
micropreclelon
tochnologles that
the Jepacese load
and It will glve o
ohiarp edge In
Internatlonal
competl tlveness
edgiag the shaep
load In comsumsr
- plectronlcs cr goom
optoslectrealeo.
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ROLE OF HIGH-TECH INDUSTRIES

IN FUTURE OF JAPANESE ECONOMY

FONECAST OF JAPAN'S INDUSTRIAL STRUCTURE

Yeidion Yan) - Yy c o DG
2009 .

Z3MICRO:! PPECISION}*ONEW MATERIALS P

S Ecuufﬁ!gmsﬁg,, ONEW FUNCTIONAL ¢
DEVICES

B20+ gﬁ:v TEc:?m'oL'

ATRANSISTOR
. OBTAINLEGS STECL
. olc

O BYNTHETIC AAUBBER

] ~tad X2
DREABUTEIEL 2
e CORETAUGTION
UTILITIES(POWER & GAS)
WHOLESALE/RETAIL
FEIAKCE INSURANCE
SERVICE

T g ¥
1850 %20 D 18808

HIGH TECH INDUSTRIES WILL LEAD THE GROWTH OF THE JAPANESE
ECONOHY, AND HMICRO-PRECISION TECHNOLOGIES WILL LEAD THE
'GROWTE OF HIGH-TECH IHDUSTRY

F@R EACH NEW MPTERlAL

s T (UHIT :E8$MILLIDN)

1001 2000 (ot 1901 prices)
RRINTERAL e | meeiac | Fren | TOT-
FINE ‘CERAMICS 5 "1 130 | 190 255
NEW METAL MATERIALS 10 00 | 150 | 255
COMPOSITE MATERIALS - a0 | — { 20
SPECIALITY POLVMERS 10 100 35 135
TOTAL ) as 860 315 675

BETWEEH 1981 AND 2000, THE HARKET FOR NEW s»m‘rinnx..é WILL
INCREASE TENFOLD. JAPANESE INDUSTRY XS PUTTING SREMENDOUS
RESOURCES INTO THE PUSH 70 DEVELOP AND connzkc_mx.,zzé NEW
HATERIALS' . -




If you are not
first.at the top,
your technotogy is
obsol ete and your
Investment Ig In
valn. And, of
course, return on
Investment 1s
omalior,

FEATURES OF JAPANESE
TECHNQ!@OGY " DEVELOPMENT

iSITRENGTH S ¥

PRODUCTION TECHNOLOGY

APPLICATION /IMPROVEMENT TECHNOLOGY
#wm

(MANUFACTURING COST REDUCTION/

- HIGH QUALITY PRODUCT)
MASS PRODUCTION TECKNOLOGY

(QUALITY CONTROL, ROBOTIES)

NEAR-FUTURE PRODUCT DEVELOPMENT
FECHNOLOGY

CONSUMER AND INDUSTRY TECHNOLOGY
] TR T S 0
APPLICATION OF PRINCIPLES

GROUP WORK IN R & D
—W

fWEAKNESSS:
BASIC R&D

BPECIAL, ADVANCED FNODUOW@N
FTECHNOLOGY *

FRONTIER TECHNOLOGY

319-20. yaors ahead)

DEFENSE, SPECIAL,MARINE, ENERGY
{LARGE BEALE TECKNOLOGY)

F"lelNG OF PRINCIPLES (SMALL
GOVERNMENT BUDGET)

CULTURAL AND ORGANIZATIONAL
RESTRICTIONS ON INDIVIDUAL CREATIVITY

. SOURCE : ADAPTED FROM H:GH TECKNOLOOY FOVIER OF JAYIN DY ASAKDRI MORITANI

CONCLUSION:
TECHNOLOGICAL DEVELOPMENRT

Japan is goed at group RED,

STRENGTHS AND

HEAKHESSES OF JAPANESE

but not all good RID comes ocut

of groups. To have the best of both worlds, the RED of the
future must have onc f£oot on each side of the Pacific!

CONCLUSION

& JAPANESE R & D IS INDUSTRY ORIENTED
(LlMITEDOVENMENTSUPPORT IN R& D)

29T e e or A,

® JAPAN IS TECHNOLOGY LICENSE IN ORlENED
e e

© JAPAN HAS HIGH CAPABILITY IN APPLICATION AND
COMMERCIALIZATION OF NEW TECHNOLOGY AND
DEVELOPMENT OF GUALITYPRODUCTION SYSTEM

=2V e

@ JAPANESE INDUSTRY DESERVES NEW HIGH TECHI\;OLOC

"SEEDS TO ULTIMATELY:

IMPROVE CURRENT TECHNOLOGY /PRODUCT
REPLACE CURRENT TECHNOLOGY /PRODUCT
DEVELOP BUSINESS OPPORTUNITY

INCREASE MANUFACTURING PROCESS ERODUCTIVITY

THE G.LOBAL!ZATION OF TECHNOLOGY AND SCIENCE 1S5 NEEDED FAR MORE
THAN EVER TO GAIN THE INTERNATIONAL COMPETITIVENESS IN ONE HAND
AND SHARE THE RETURN WITH FOREIGN PARTNERS IN. ANOTHER.

TEZ SPIRIT OF SHARING THE INTERNATIONAL COMPETITIVENESS AMCKG
PARTNERS SHOULD BE THE RULE AND COMMON PRACTICE TO SPEED UP THE
RETURS OF INVESTMENT ON KEY TECHNOLOGIES AND R & D,




NEW INDUSTRIAL POLICY

A blg surprico

s thet blg momo
Chine Io waking up
with ono eyo cpen.

THEREAFTER, WE UOULD LIKE TO HEKRTION SOME OF THE JAPANESE
HIGH TECH POLICIES AND ALSO THE INDUSTRIAL POLICIES BY
PRIVATE AND GOVERNHENT SECTORS TO ASSURE THE KEEPING

EDGE OF INTERNATIONAL COMPETITIVENESS.

2 > | ?

MARKET MARKET
Lo TECH, P pmmeocaiiangy T
p:z-;cxs)nN. DDMG»:‘J’E;N‘NDN TV ;l::gg”cz
BrAM R
‘?’Zzilc:rggﬁ FULL AUTO 38824 CAMERA OPTICAL DISK ENERGY
BT /E\ OPTICAL COMPUTER - ¢
e 3 OPTICAL PAux(lsmn‘ﬁ Y
’ X
A FOR 4 1o A3
£ o HIGH PRECISION o s B
%' 8 cONSUMER - SPACE, NUCLEAR ® 3,
8 E S  PRODUCTS e 1980-—1990- AND DEFENCE _ ¢ 5 1
g- < Q.OQ.OO.D.O.@ lg
FOR ]
] FOR . 9980 2
7 INDUSTRIAL : :w:gbsgcnll:\;. £
& PRODUCTS _ i
FOR
FOR
CONSUMER - : .consuré?sa
PRODUCTS PRODUCTS,
JAP.‘\N.‘ e \ .S.A,

POLICY CHALLEHGE: H1GH-TECH POLICY IN JAPAN AND THE US

Iin the US, high technplogy is eoncentrated in the space,

defonse ond nuelear industries.

In Japan, high toechnology mesns high-p:ecision“consuner

pzoducis.

thich do you think has the larger market?




OPTICAL ENERGY

7.8 TIMES AROUND THE WORLD
SECOND FER

LASER, DEFENSIVE AND
MEDICAL INDUSTRIAL USE .

COMMUNICATIONAL & INF'ORMATIONAL
INDUSTRIES

CPTICAL COMPUTOR 1,000,000,000, 000
TIMES CALCULATION SECOND

A CASE IR POIMNT: THE OPTICAL REVOLUTIOR

while in Arerica, the explesion of optieal technologies
inspires visions of high-energy lasers sghooting dewn
inconing nuclear nissiles, Japanese dindustrialist are

dreaning dresams of incomprehensibly fast eoptical computers.

OPTICAL
COMPUYE!

Ges7

I PTICAL REVOLUTION, l

IPHOTONIC INTEGRATION:
[RESEARCH INC!

{(CoLUMBUS, OHIO)|
CAPITALIZED AT_$10 Mitlion

ESTABLISHED FROM.JULY 8T

( §+, MITSoESAECORr) + CBATTELLE MENIORIAL INSTITUTE )
49% ! 121%] [10%]

2|

THE OPTICAL COMPUTER: THE BUSINESS OF MAKING N DREAH IHTO A
REALITY

This pioneering effert to develop and commercialize eptical
technologies will benefit .8 wide zange ef Herth Ameriean

industries.



//ff*

0 MMQNICATIQN

AT & TL

"’ AIRCRA
G u&gsmf

F’HOTONIC INTEGRATIO -&
% RESEARCH INC. :@ﬁ.
)

¢ {(COLUMBUS, OHIO)EYEY

NORTH AMERICAN EXPORTS OF THE OPTICAL SWITCH/IC

Commercial marketing of these technologies will begin in
North Ameriea and continue expanding with exports to

overseas markets.

The stenderd passengsr ear has the 80D wires.
The so0 called copper wire harness walght Is
200 pounde. Theorstlcally, wo conld ceplace
the 800 wires harnoss In passonger cer by ons
optical fibra, but, of course, the IC is the
key to bz developed. In slrcreft, potentlal
for the applicaticn Ig tramendows. The HTT
wanted to have thls menufactured, mot In
Japan, but In North Amerlica bocsuse snother
mejor expert, agoln, frem Japcn to Nerth
Arerlce cauld cese ¢ preblom.




. ~ THE MOST .. .
' . INNOVATIVE" -
MANUFACTURER OF
'SUPER PRECISION

. ‘MOLDING DIE
= - IN JAPAN

SUPER PRECISION MOLDING: ANOTHER KEY TECHMOLOGY

Super precision molding, another Japanese forte, is essentiel to the
commercial realizetion of the promises of optical technology.

JAPANESE PRECISION MOLDING GOES TO THE MODON

NHatsushite Electric (maker of the well-know Panssonic end Nationsl
brands of electronic products) provided NASA with e screwdriver designed
to operate in the extreme conditions of outer space. A small high-tech
Japanese molding die maker produced the micro-precision molding dies for
the parts of this screwdriver.

TEE SAME- PRECISION TECHNOLOGY GOES INTO YOUR CAMERA, TCO!

The nane of this tiny but innovative high-tech molding die
maker deesn't appear on the outside of the world's best-
selling camera (the Minolta Alpha' 7000), but the camera
woule@ not have been possible without the miero-precision

fFarts shown above.
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We are already
entering Into
NANO=industry, to
handie the "seven
and & half tims
around the wor Id®
spesd for buciness.
For sxemple,
working with a
surfece roughness
plteh of 0.005
micron plteh Is
demanding. A gorm
s 0.1 micron. W
are talking mot
only about 0,005
microns, but also
the extreme alr
cleanliness
condition of class
100, which s llke
only hundred ducks
in a pollution free
Ontarlo ieke.

STATE OF ART TECHNOLOGY

o~ § ROUGHNESS
<0k gERm
0.005, ME 04

ERASZBLE  oPTICAL: DISK

. INSIDE DIAMETER PRECISION, . < 24
SURFACE ROUGHNESS < 0.0054 = 50 ANGSTROM
REFRACTIVE INDEX < 40 NANO o

e CLASS 100 = CLEAN ROOIVI TO PRODUCE
SUBSTRATES

e TEMPERATURE CONTROL, 3 DIMENTIONS
PRESSURIZED MOLDING DIE

e VACUUM & INSIDE 3 STEPS COMF’HESSIQN

NOT JUST SUPER PRECISION, BUT SUB-VIRAL PRECISION!

“Challenging the future” is an easy phrase to say, but its

" implementation desmands the mastering of a wide range of

state-of-the-art technologies.

TOYOTA N SONY
MITSUBISHI ELECTRIC MATSUSHITA
: stc. '

_L.-fﬁz-.:':e,Vt-:Noon‘ * SUB coﬁfmcmn‘]
MICRO PRECISION MOULDING
1) MATERIAL'S INNOVATION

2) COMPOUND @ ' ﬁ@@@

NEW MATERIALS
3 THE © BEST MOULD

5) THE BEST TESTING PHOCESS

| 6) THE BEST OPERATIONABILITY 5

HIGH-TECH CONSUMER PRODUCTS: MORE THAN MEETS THE EYE

Everyone knows the companies listed above and admires the
qfu'lsty of their products, but we must remember that their
cohpetitive power rests entirely upon a Dbase of
technological -ccu-uln:ion residing in the bhundreds of

small- and -ediun-si;e companiss that supply their parts.




RES ‘TF’{UCTUR!NG FOR RE- SHARPENNING.
| THE QOMPETETIVENESS

SMALL GOVERNMENT
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ESF‘ECT FOR VERTICAL INTEGRATION OF DYHAMIC, PERCEMTUAL,

BURKET-RELATED JiF ORMAT IOH
g 3, WORX TOGETHER WITH MARKET RELATED IWFORMATION PROVIDERS
4. ASSEBLY OF NI.IGY MD VISIW W leATE gmqs

A'BIT OF JAPANESE HMISTORY:
HOW THE CUSTOMER BECAME KING IN JAPAN

Legally before the Meiji Revolution in 1867, and customarily from that
time until the end of the Second World War, Japanese society had rigid
pyrimidel structure which subjected the toiling masses to the
exploitetion of e multi-level hierarchy of clesses.

GENERAL MACARTHUR, DEMDCRATIZATION, AND “CUSTOMER SHOCX"

The Occupation practically lopped several of the classes weighing on the
backs of the masses, banning most prewar politicians and bureaucrats from -
office, dissolving the great industrisl combines, and redistributing .
farmlands. Invigorated by a dose of purchasing power and an egalitarian
democratic ethic, the masses began to demend top-quelity products at
reagonable prices. This began the revolution in industrial thinking

which puts the needs and desires of the merket -- and the consumer --

above all elge.

‘A GOVERNMENT STRUCTURE THAT FOSTERS GLOBAL COMPEYITIVENESS

Instead, the “customer shock" which had its roots in the postwar
democratizetion impelled government to take the role of facilitator and
integrotor rather becoming @ dominent end controlling force.




ERTICAL INTEGRATION through PRIVATE

ORGANIZATION & SMALL
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“APPEARANCE"

OF GOVERNMENT AS BACKSTAGE ROLE
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A HELPFUL GOVERNMENT THAT ALLOWS THE CUSTOMER TO BE KING

inverted the feudal class

"customer shock"”

then,

In effect,

and Japanese government bureacracy wisely chose to

pyramid,

take a backstage role as the force which facilitates the

inverted socio-industrial
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vertical
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INNOVATIVE INDUSTRIAL
MANAGEMENT
FORKEEPING THE EDGE OF
INTERNAT,IONA!?: GOMEFT!TIYENESS

TEAM :W

OPERATIONABILITY

= MINIMUM ERROR RATE }
=CONTINUOUSLY ACCORDING TO SPEC.

BUSINESS
o PROPOSAL
X :
2
=
o
% L1 %)
o , Ps
F
: \Y)
ENGINE
1989 | 1990 | 1991

.

RAISING PROFITABILITY: THE HUMAN FACTOR

There is a limit to the degree of operational profitability
which ean be achieved through the use of wmachines and
engineers aleone. In the tollm&ing three ways, dinnovative
industrial management can functien to lower defects and
rates eof less,- Daximizin.g ‘operationability and thus

profitability:




ON GOING INNOVATION OF
PROCESS, PRODUCTION &
OPERATION -

Y-

N

Constantly running @ tight ship and keeping the engine of process innovation
humming assures that a firm can stay on the eutting edge of industrial
competitiveness. : o




GUPS‘

TUNE UP

mERST o SRSONETE
REPAIR WORK :
POTENTIAL TROUBLES

gt

An ongoing, continuous progrem of repair and preventative maintenance
essures the lowest possible amount of unplenned down time. ’ .

3UPs i

KEEP UP

R SAING TIVIE @ QUICK ARRANGEMENT

REARRANGEMENT

FOR RESTART

T

“ieeping Up" is only poasible if employees work harmonicusly as a team,
rather then pursuing independent tesks with single-minded (and narrow-
sichted) intent.



HIGH-TECH OPERATIONABILITY 22

INNOVATIVE MANAGEMENT NOT ONLY RAISES PROFITS, IT PREVENTS
DISASTERS!

- Recent years have given us numerous examples of horrendous
disasters which were caused by “human error.” Human error
" can perhaps never be totally eradicated, but managers have a
moral-~as well as a fiduciary--responsibility to keep it at
~ the lowest possible level through the diligent application
of ‘innovative naﬁagement tools like the “Three Ups."
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“SUPPLY THEORY" VS. C“DEMARD FHEORY": A €ELEAR CHOICE FOR
IHNDUSTRIAL HUANAGEHMENT

In a production-driven (or supply-driven) manufacturing
operation, 0 dimvitted attachnent €6 the full uvtilization of
capacity works fine when markets are booming, but leads to
pnountains of unwantod inventory--and rivers of unvanted rzed

ink--vhen markets go into & downturn.
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When mansgement Jleots markets dictate production, however,
not only dees the £irm progit during beoem times but
mininizes the damoge caused by a downturn by ecorrectly
predicting and quickly adeptimg pxoductio'ﬁ to>n slouaqun in
morket demanc. ’ i '
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CONCLUSION: RUN A TIGHT SHIP AND KEEP YOUR EYES ON THE
MARKET! "

Manage;nent would thus do wrll to reshape its role from one
primarily concerned with with maximizing production and

market share to one which serves as a, sensitive interface

between . the factory and the objective realities of the

xarketplace.

THE STRATEGIC ALLIANCE

From now on let us
use the word "Nesr
East®. Never wee
“Far East®. This
coming spring we
will be celebrating
“the Initiation of o
direct fiight
betwsen Tokyo and
Toronto.
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THIS DOES NOT MEAN CANADA CAN AFFORD TO IGNORE ASIA!

" Why not? Because Canada's relationship_witb the US is deep
and groving deeper, and. the. Anerican econony is becoming

increasingly eriented toward Asia.

IMPORT TO CANADA(1987)
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CANADIAN IMPORTS: VHEY'RE DVERWHELMINGLY AMERICAN, BUT ...




PERSPECTIVE OF

87-) (DOMEST IG CONSUMPTION AS ETHYLENE)

(19689)

10% Growth (3 989).‘

AROTHER GOOD REASON FOR A STRATEGIC ALLIANCE: HIGH ASIAN
GROUTH RATES

Ethylene is one the basic commodity products that underpins

the g¢growth of & consumer economy. Asian consumption of

ethylene still lags slightly behind that of Europe and North
i

Aperica, but the growth 'rete of this consugption is well
~Bver twiece that of the West.
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Not ohly does hsig have a frcuendous' and growing

appetite
for consumer qoéds, but her viqofoﬁs axports are iliowin91
her to pile up treacndous foreign oxchanqe reserves at. the
seme time. What are Japan lnd R.0.C. going to do with all-
that money? €learly, they plan to r.eyclc & lot of it by

investing in Horth America.




The lost part of
tw pressatation
16 ebcut China
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“NEW CHINA"

= Honkonization : . .

- Taiwanization

- Kozeanization (Santoo P.F., Free zone)
= South West Decentralization



The new phanomsnon

Is that tha Ghinose

also aro turnlng to -

consumer
orlentstion.
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FACTORY OF SHANGHAI
HELICOPTER MANUFACTURING

EEEAGNI

FROM SWORDS TO PLOWSHARES: 'CHINA, TOO0, IS TURNING TOWARD
CONSUMERS PRODUCTS

At the frequest of the Shanghai city government, Mitsubishi

C_orporation arranged for Mitsubishi Electric to construct a
)

turnkey refrigerator plant on the site of an old military

“helicopter factory.

DOMESTIC PRODUCTION OF
ELE@TREC AF’PLIANCES IN CHINA
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4 HDW TO SELL PL.ASTIC TO THEM?

S R S I R A S " R .-.... N

Chinese production and. cc;nsu-pticn of home electronics and -
cléctric appliances is growing at a shenomenal zrate. Both
Hitsubishi Corporation and a numbcr ©of Canadian petrochemical
suppliers have played major roles in supplying the plastic
materials essential to these consumer olo_ctrom‘.c: products.
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in NEW CHINA

CO-OPERATION between CANADA and JAPAN

(WAPAN _ & .
OTHER ASIAN COUNTRIES'
1) TECHNOLOGY TRANSFER
2) SUPPLY OF RAW MATERIALS
3) MANAGEMENT COOPERATION

Opportunities for the Canadian plastiecs industry include not
only thc opportunity to supply ‘pPlastic materials but also
the possibility of proyviding injection molding technologies
and management expertise through Jlicensing arrangements,

joint ventures, etc.

__SOUTH_EAST ASIA

UNDERSTANDING CULTURES: THE KEY TO BUSINESS IN BOTH ASIA AND
THE HWEST '

Asian countries may seem to all be alike, but in fact each
country has its own, unique traditions based largely on &
variety of Zorms of Buddhism. In order to do business in
Asia, it is absolutely necezsary to pay zaspect to the local
langucge, religion and culture. '




In order to do
business
successfully In
Asla, It le
absolutely
necessary to pay
respect to the
local lenguage,
rellglon and
cultures.

The Sogo Shosha can hslp you market your
products In Paclflc Rim countrles through
thelr mastery of ths Aslan cultural approach
to business.

IS THIS THE RICHT WAY YO CATCH AN ASIAN GOLDFISH?

Just es there is a right way and a wrong way to catch goldfish, there
are right ways and wrong ways to market Western products in Asien

countries.

Likewise, we Sogo Shosha (integrsted gensrel trading comspanies)
respect Westsrn weys of doing business in Western msrkets




€090 Shoshe #hould
bs described co
azsembl ing merket
rolated perceptunl
dnformatfon,

‘In the last ten years, &

wide range of global media have

extencively covered the uultitace;ed activities of the Sogo

Shosha.

Even so, they have by no means been able to exhaustively

docurent the phenosenon

however, been able to conc

ot the Sogo Shosha. They have,
lude that “there is no entity like

_the Sogo Shosha anywhere in the world outside Japan."”
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QUALITY OF INFORMATION
1ISOGO SHOSHA
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Era of Uncertainties . . Perceptual Information , Foresight ;
. Near Fact Range o Experience !
|
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m Forecast -+ Expectation |
9 “Unexpectedly.l”.
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' Plan------ Estimation
Era of High indus tnal growth “Subject to change”

FOR 90°'S YOU NEED
“PERCEPTUAL" | ATION
WIARKET RELATED T ORMATIO




S0GO SHOSHA VS GNP~

There ore ninc major Sogo Shoshas in Japen, with Mitsubishi
Corporation loading them all in profitability. The total
salces 6! the top nine Sogo Shosha conpares well with the GNP
of nany of the OECD countries. '

As GNP figures idnclude things such as the sales of entities
guch as barbershops and opera coxpanies as well as things
like unenployrent payments, etc., 4t 4z diffiecult <o
directly compare GNP figures with the zales figures of the
Sogo Shosha. However, we think this comparison might help
you roanlize just hov large the Sogo Shoshas are.

And Sogo Shosha's petceptull information is the by—ptoducta
£rom day te day buginess.

SOGO-SHOSHA
1S

ASSEMBLY INDUSTRY
FOR




VIC’S SEARCH FOR BRILLIANCE

PARTNERS FOR

TECHNICAL INNOVATION (INTEGRATIVE ABlLlTY)
.MARKETING INNOVATION

iNDUSTRIAL MANAGEMENT INNOVATION .

SOFTWARE, SERVICE & SYSTEM

wh
g " e
MC AND ISTC AS A CONDUIT OF STRATEGIC ALLIANCE 3

CONCLUSION

1) TO MAKE LONG LISTS OF STRATEGIC
ALLIANCE PARTNERS IN [¥]
(INVESTMENT? PARTNERSHIP? TRANSFER

OF TECHNOLOGIES?)
2) TO MAKE THEM INTO SHoRfr, LISTS

3) TO ENTER INTO PRACTICE OF EVALUATION
AND PRACTICAL NEGOTIATION




 [9906'S—2000
DAPAN !NTERNAT'!ﬁNAD‘

...
DRIV (A
[wt%_tr.*t;;'%f:'m‘-
AT RIS BTN s
Ehoesnosis.

o L-!z‘ . ‘.;1,‘- ',..' 2

\Mish UAPANESESS] |
“\'RESRONSIBIEITYS " .
* \\XREOR:DI
L AEEREA|

Y A
5",,?;;18'. 1
e 4 Fa *, r]
Sl vl

23007, V0",

FROH “C.Pofo® T0 "H.P.C.C JAPANESE LEADERSHIP AND VISION FOR ASIA




' STRATEGIC ALLIANCE
' 1985-2000

Hitsublsh! Corporation Is ready to help by scresning Cenadian belliisnce, emall or
lergs, ‘Then moving from the long 11et to a shorter 1let, do practical
. ovalustians. We would Itke to be an advisor, llke to be & partnsr with ISTC.



Hr. Sumio Takeichi graduated in economics from Keio University
in 1966 and joined Mitsubishi International in 1968 shortly afterward. He has
worked his way up the corporate ladder and 1is now Acting General Manager,
Corporate Strategy and Planning, Mitsubishi Corporation.

' He is Chief Officer of Asian Chemical Management and Research
Association. He is also a member of the Japan-U.S. New Business Committee and
Japanese Representative Office of Europe on Chemical Marketing Research

Association.

He maintains contact with the university community as Term Professor
of Shinshu State University.

Monsieur Sumio Takeichi, qui a obtenu son dipldéme en
économle de 1'Université Kelo en 1966, a jolnt les rangs de Mitsubishi
International peu aprés, en 1968. 11 a gravi les &chelons de la société
dont 1l est maintenant directeur général par intérim, Stratégile et

planification générales.

I1 est en outre directeur de 1'Association de gestion et de
recherche en chimie d'Asie ainsi que membre du Comité Japon-Etats-Unis
pour les nouvelles entreprises et du Bureau des repr&sentants japonais en
Europe de la Chemlical Marketing Research Association.

I1 garde un contact avec le milieu universlitaire en enseignant
3 1'Université d'ftat de Shinshu. ‘
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Ext:ait du g:scwss prononcé par M. Vever lors de la
PROGRAMME MARCHE UNIQUE EUROPEEN -
| A MI-PARCOURS

Environ 300 mesures 1985- 1992 :

® Situation début 1989 :

- environ 250 propositions faites par Commission

- enviorn 100 mesures adoptées par Conseil

CONTRE-PERFORMANCE
DE L'ECONOMIE EUROPEENNE
Croissance PIB 1975-1985 : 22 % (US : 51 %, Japon : 58 %)
Investissements 1980 - 1985 : stagnation (US et Japon : 20%)

Auto-suffisance produits hte technologie (US : 90 %, Japon : 95 %)
1985 CE : 60% '

Chémage 1986 : 12 % (US : 7 %, Japon : 2,6 %)

Création emplois nette 1975-1985/CE : 0 B (V-3 15 millions
Japon : 5 million)

Echanges transpacifiques dépassent échanges transaflantiques :
1981 : produits de hte technologie
- 1984 : ensemble des échanges



PROMESSES DU RAPPORT CECCHINI

La réalisation effective du marché unique permettrait les gains

suivants: :

@ Levée des barriéres aux échanges : 0,2 a 0,3 % PNB

@ Levée des barriéres ensemble production : 2 & 2,4 % PNB

@ Restructurations industrielles : 2,1 & 3,7 % PNB

TOTAL : 4,3 3 6,5 % - PNB : 2 & 4 millions d'emplois

Avec politique concertée de relance :

TOTAL : 7 % PNB : 5 millions d'emplois

ECHANGES EXTERIEURES DE LA

COMMUNAUTE EUROPEENNE

L'ensemble économique le plus ouvert du monde

CEE : 21 & du commerce mondial
USA : 18 % : L
Japon : 10 %

Commerce extérieur en % du PIB :
CEE : 9.6 %
Japon : 85 %
UsSA : 72 %

Balance commerciale de la CEE en 1987 - avec :

USA : + 15686 (!:56 213 et E : 71 899)

Canada + 2098 {! - 6926 et E : 9 024)

Japon - 21319 (1 : 34557 et E : 13 618)




FICHE MARCHE COMMUN

Bilan de 30 ans de marche commun

- union douaniére |

- politique commerciale ext. commune

- premiére puissance commerciale mondiale

- politique exemplaire d'aide aux PVD

- politique agricole commune

- garantie de libertés économiques fondamentale$

- politique commune de la concurrence

Bilan de 30 ans de marche commun

« garde-fou » efficace
- cadre monétaire cohérent

- centre décisionnel « multi-compétent », générateur d'une
abondante réglementation commune

- program?nes transnationaux multiples
- pratique de concertation permanente
- dynamique d'intensification des échanges

- pble d'attraction de I'Europe occidentale ¢




i

FICHE MARCHE UNIQUE

Les perspectives du projet « marche unique »

]

objectif mobilisateur

premier marché du monde

potentiel économique commun digne des r-neilleu;'s
gisement de eroissance et d'emploi

terrain privilégié d'exercice des libertés économiques

vaste champ de coopérations en tous genres

Les perspectives du projet « marche unique »

accélérateur de l'adaptation de la société

mise en concurrence des réglementations nationales
des services publies

valorisation de la position centrale de la France
logique d'ouverture encore accrue sur le monde

dynamique vers de nouveaux progrés européens




. GENERATIONS

. . . économique
1. Interventions directes === Cohésion

sociale

. . technologies |
2. Appui aux synergies —————————p intérat ‘

stratégique

o | possibilités
3. Aide a l'information ===
libre initiative

ENTRAVES FISCALE : conflictuelles

® Problématique TVA/accises

° Q‘uestions fiscalité de |'épargne

OBJECTIF FIN 92 : Suppression des contrbles fiscaux aux frontiéres



ENTRAVES TECHNIQUES : nombreuses décisions
stratégiques et techniques prises

"= Normalisation:
- Marchés publics
- Transports
- Diplémes
- Capitaux
- Services financiers
- GEIE

Objectif fin 92 : Suppression des entraves sous réserve de
quelques dérogations

ENTRAVES PHYSIQUES :‘vlaborieux

- DAU
Contréle sanitaire
- Problématique contrdle des personnes

Objectif fin 92 : suppression des contréles intra-communautaires




PROGRAMMES TRANSNATIONAUX

ESPRIT :

- Technologies information

* BRITE :

- Technologies industrie

EURAM : ,
- Recherche matériaux

SPRINT :

- Transferts technologies PME

RACE :

" - Télécoms

BAP :

- Bio-technologies

DELTA : _

- Apprentissage
DRIVE :

- Sécurité routiére

- ‘Environnement

Risques technologiques majeurs
Climétologie

AIM Informatique appliquée &
Médicine "

SCIENCE .



' PROGRAMMES ~ EUREKA ®
RECHERCHE CEE

® 19 pays
® 12 pays
® pas d'appel d'offres
® Appel d'offres
~ e Centralisation coordinateur
@ Commission | national

o Décision Commission ® Décision Conférence
ministérielle
o Subventions
communautaires 50 % e Financement & la carte
© Recherche pré-compétitive e Finalité commerciale

® Souplesse administrative et
budgétaire

AUTRES PROGRAMMES

Médecine préventive

FLAIR : SPES :

- Alimentation - Echanges économistes

ECLAIR : MONITOR :

- Agriculture - Industrie - Prospective

JOULE : ’ EUROTRA : A

- Energies , - Traduction automatique
TELEMAN : STAR :

- Télémanipulation nucléaire - Télécoms régions défavorisées
DOSES : EURYDICE :

- Statistigues - Education ’
EUROTECNET :

- Capitaux & risgue




AIDES INFORMATION

® Task force PME
® EUROGUICHETS

® BC-NET

PROGRAMMES SOCIAUX-EDUCATIFS

COMETT

Associations universités-entreprises
Formation nouvelles technologies -

ERAMUS
. — .
Echanges Ense!gnants] Mobilité
Etudiants
EURYDICE
Coopération
YES

Echanges des jeunes




%.2 Europe 1992
5.2.1 Evolution

. The complete evolution of the internal market within the EC, now
considered to be highly likely by about 1992, will increase competition for
those exterior to the market. Increased price competltlon within the EC will
result in higher real incomes which, in turn, can increase demands for goods
and services. This "income" effect may partlally of fset price effects.

Canada is partlcularly dlsadvantaged because goods and services from
developing countries of the Lomé Convention are given preferential treatment
as are products from the European Free Trade A88001at10n with which the EC has
preferentlal agreements.

- The 1985 "White Paper on Completing the Internal Market by 1992"
outlines some "300" measures (286 at the last count) to establish the "Four |
Freedoms" among the twelve countries of the European Community. These are:
free circuletion of people, capital, goods and services within the EC.

Agreement has already been reached by the European Council on about
one third of the measures required for the Internal Market. Of the remaining
more than one hundred have been proposed as draft legislation. It is expected
that most measures will be submitted before the end of 1988. o '

The "Internal Market" has the support of the European business
community which believes in a barrier-free market of 320 million consumers.

The Cecchini report estimates benefits from implemehting the White
Paper in its entirety would be a growth of 4.5 to 6.5 per cent, incremental
employment of 2 to 5 million, and a significant drop in prices.

The préject carries with it a very strong theme of intra-Community
industrial cooperation with special programmes to encourage research and
development .

Mr. Vever provides a more detailed assessment of the full
implementation of "Europe 1992" with the EEC.

: Efforts to coordinate European R & D -are detailed in his R & D
section. Sufficient economies of scale to challenge America's standerd
setting power with little economic costs may increse the use of stendaerds as
non-tariff barriers and tighten tensions between North Amerlcans and
Europeans.




5.2 L ‘Europe de 1992

5.2.1 L'évolution

L'intégration du marché (marché intérieur), au sein de la C.E.,
qui, selon toute probabilité, sera terminée vers 1992, aura pour effet
d'intensifier la concurrence des pays en dehors des limites de la C.E. La
concurrence accrue au chapitre des prix dans les .limites de la C.E. fera
monter les revenus-réels qui, & leur tour, pourront faire augmenter la
demande de biens et de services. Cet " effet de revenu " risque de compenser
partiellement 1'effet des prix. :

Le Canada est dans une situation particuliérement désaventagée, car
les biens et les services en provenance des pays en développement signataires
de la Convention de Lomé regoivent un traitement préférentiel, tout comme les
produits en provenance de 1'Association européenne de libre-échange avec
laquelle la C.E. a signé des accords préférentiels.

Le White Paper on Completing the Internal Market by 1992, paru en
1985, expose quelque " 300 " mesures (286 d'aprés le dernier compte) 2
prendre_pour établir les " quatre libertés " entre les douze pays de la
Communauté européenne. 11 s'agit de le libre circulation des personnes, des
capitaux, des biens et des services au sein de la C.E.

Le Conseil européen s'est déja mis d'accord sur environ un tiers
des mesures nécessaires a l'intégration du marché. Du nombre de mesures
restent & approuver, plus d'une centeaine ont été proposées sous la forme
d'une ébauche 1égislative. La plupart des mesures devrait &tre soumise avant
la fin de 1988.

Le " marché intérieur " jouit de 1'appui du monde des affaires
européen qui croit en un marché sans entraves de 320 millions de
consommat eurs.

Le rapport de Cecchini donne une estimation des avantages de la
mise en oeuvre de 1'ensemble des mesures exposées dans le livre blanc : la
croissance passerait de 4,5 & 6,5 %; 1'emploi augmenterait de 2 & 5 millions
et les prix diminueraient conSJdérab]ement.

Le projet s'accompagne d'une trés ferme perspective de coopération
industrielle au sein de la Communauté et prévoit des programmes spéciaux
d'encouragement de la recherche et du développement.

M. Vever donne une évaluation plus détaillée de la pleine mise en
oeuvre de " 1'Europe de 1992 " avec la CEE.

Les initiatives prises pour intégrer la R-D en Europe sont exposées
en détail-par M. Vever. Des économies d'échelle suffisantes pour remettre en
question le pouvoir eméricain et peu de colts économiques pourraient
accroftre 1'utilisation des normes comme des obstacles non tarifaires et
renforcer les tensions existant entre les Nord-Américains et les Européens.



5.2.3 The EC and Cenada

IMPLICATIONS FOR CANADA

Canadian firms will face more competitivé European firms.. Not only in
community markets, but also at home and in Third Countrles.

Europe may be more inward-looking in the short to medium term. But in the
longer term should have a stronger base from which to pursue business
interests in Canada, and should be a more interesting and important source
of technology and investment.

Europe will be a more attractive place in which to invest.
° Larger Single Market (potentially including EFTA, with links to Lomé and
Eastern Europe)

Guaranteed Access

Opportunity to Participate in R & D

Source of Technology and Skills

There will be beneficial elements for Canadian firms marketlng in more than
one M/S.

Standards
Intellectual Property
Distribution

|
There are opportunities to cooperate in the Development of new streteglc
technologies.

As a Full Partner (required R & D presence)
As a Sub-Contractor

Wew Stendards Are Being Developed

Vital for marketing in Europe.
Increasingly important in Third Countries.
Need to support world standards.

Integral part of emerging technologies.

° HDIV

Cellular Telephones
°  1SDN

ooo/z




Specific Problems/lssues

Reciprocity in banking.
Directives relating to:
Beef Hormones

Frozen Foods
Construction Codes

Airline negotiations - tougher line on "fifth freedoms".
Article 115/What Happens to Quotes Post 1992.

Newsprint, Plywood
Automobiles

Others?




5.,2.3 Le C.E. et le Canada

REPERCUSSIONS SUR LE CANADA

- Les entreprises canadiennes affronteront des entreprises européennes
plus compétitives, et ce, pas seulement sur les marchés de la
Communauté, mais aussi au pays et dans les pays tiers.

- L 'Europe pourrait se replier sur elle-méme & court ou moyen terme.
Mais 2 plus long terme, elle devrait avoir un fondement plus solide
pour saisir des intéréts commerciaux au Canada et elle devrait devenir
une source de technologies et de fonds de placement plus importante et
intéressante. :

- L 'Europe deviendra un lieu d'1nvestlssement plus attirant pour
plusieurs raisons dont cel]es=cl ]

= un marché unique p]us vaste (incluant. éventuellement 1'AELE et des
liens avec les pays signataires de la Convention de Lomé, et l'Europe
de 1'Est);

- un acceés garantl,

- la possibilité de participer 3 des travaux de R-D;

- une source de technologies et d'aptitudes.

- Les entreprises canadiennes commergant dans plus d'un Etat membre en
tireront des avantages :

° normes;
° propriété intellectuelle;
° distribution.

= 11 existe des possibilités de collaboration 2 la mise au point de
nouvelles technologies stratégiques :

° comme partenaire & part entidre (participation nécessaire & la R-D);
° comme sous-traitant.

De nouvelles normes sont mises au point

- ce qu1 est nécessaire pour vendre en Europe;

- ce qui est de plus en plus importent dans les pays tiers;

- pour appuyer les normes internationales;

- ce qui fait partie intégrante des technologies en plein essor.

° HDTV . o
® téléphones cellulaires
° RNIS

eee/2
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Probleémes et questions particuliers :

réciprocité dans le secteur bancaire.

directives concernant :
® les hormones de boeuf;
° les aliments congelés;
° les codes de construction.

les négociations des lignes aériennes -~ attitude

concerne la " cinquidme liberté "

plus stricte en ce

Article 115/Qu'arrive-t-il aux contingents apreés 1992 ?

° Papier journal et contre-plaqué
° automobiles.

Autres ?

.
1

qui




2.2.1 Mr, Bruno Vever, born in Paris in 1947 is married and the father
of five children. .

He is a graduate of the Institut d'études politiques de Paris and
holds a degree in law. He underwent a period of training with the Ministére
de 1'ficonomie et des Finances (Ministry of Economics and Finance) in 1973 and
with the ILO's International Institute of Labour Studies in Geneva in 1975.

After completing his military service in Berlin, he joined the
Conseil National du Patronat Frangais (CNPF) (National Employers' Association
of France) in 1974 as assistant to the Director of International Social
Affairs and participated, as the representative of France's employers, in the
work of the Business and Industry Advisory Committee (BIAC) to the OECD, the
Union of Industries of the European Community (UIEC), the EEC, and the
International Organization of Employers, and the ILO in Geneva.

From 1979 to 1988, he served in Brussels as the CNPF's permanent
representative to the European Communities and the UIEC.
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Professor Lodge's address to the Executive Conference

Merci, Monsieur Grogan. C'est un grand
plaisir pour moi d'étre ici avec vous. Excusez-moi si je
ne parle pas en francails parce que mon francais n' est pas
"competitive".

It really is an honour to be present as it
were at the birth of this Department of Industry, Science
and Technology and I wish the new breezes that Mr. Rogers
referred to blowing in Washington would blow one of these
conferences down there because the problem of
fragmentation, incoherence, that plagues that city is
appalling.

A few months ago I was sitting at my desk
and someone called from the Defence Department and said:
"We understand that you have a project up there at the
Harvard Business School looking at the competitiveness of
the United States" and I said: "Yes" and she said:

"Well, can you tell us how we are doing in fibre optics?"

And, it just so happened, I had received
from the Department of Commerce which has 500 people
studying the competitiveness of various industries a
really quite good study on the deterioration of the U.S.
fibre optics industry. So, I said: "The study is
available in the Department of Commerce". And she said:
"Department of Commerce?" ' '

I said: "Yes, the Department of Commerce, just across the
river from you people." "Oh, yes, the Department of
Commerce."

Well, it was as though it had been in
Peking or somewhere to tell you the truth. So, we badly
need one of your things and when you figure out how to do
it, let us know how.

I came with a bunch of charts to prove to
you that the U.S. has a competitiveness problem which I am




not going to show you because the excellent briefing
material which you have been provided at this conference
does that very adequately.

Let me start, though, by defining
competitiveness because I think it is a word that is not
entirely clear. You can measure it in terms of share of
world GNP or share of world markets and on both counts the
U.S. has been deteriorating steadily for 30 years.

Of course, some might say: "“Well, that is
only as it should have been because 30 years ago the U.S.
had an exorbitant share of world GNP and world markets and
so that is good; that is not bad." And, in a way that is
true. ’ ’

The question, of course, comes how far
down does the U.S. go with the floor? There must be a -
floor below which the U.S. share should not sink, or at
least below which the U.S. might not want their share to
sink.

As I listen to Mr. Takeichi's brilliant
presentation, the thought occurred to me, as he described
the sharing that Canada and the U.S. are going to be doing
with Japan, what will be here and what will be there after
the sharing so to speak. That reminds us that,
competitiveness is the capacity of a country to earn a
rising standard of living. To earn it, not to borrow it.
That is what competitiveness is. :

The trade balance is certainly a measure
of competitiveness, but Bangladesh has balanced trade and
you would not call Bangladesh competitive.

The U.S. has $130 billion trade deficit.
It is not competitive elther.

You look at the components of U.S. trade
and you will see that U.S. exports are 1ncrea31ngly
somewhat analogous to those of Honduras. It is raw




material, agriculture, low manufactured products, et
cetera.

So, what are the exports and what are the
imports? If one is going to have a rising standard of
living, the exports have to be high value added stuff,
which means high tech. And, here the United States is in
trouble, whether you look at semi-conductors, super
computers, fibre optics, telecommunications, whatever.

That is the problem -- the capacity to
earn, not borrow, a rising standard of living. The Unite
States is now borrowing about $300 billion a year, .
borrowing to sustain its standard of living and its
defence .commitment.. That is the problem.

Most of the money is coming from Japan
incidentally so there is an odd, an ironic situation .
wherein the bankers of Japan must be worried about the
capacity of the United States to compete against Japanese
manufacturers, but that is their problem more than it is
ours. 3

Now, the real incomes of working people in
America, in the United States, have been going down
steadily since 1973 so we have been losing in terms of our
standard of living. This shock has been obscured because
per capita income as a whole has been going up, but if you
look at what the cause of that is, it is generally indexed
social security, pensions, things of that sort, which
manage to balance out the decline in earned income. And,
of course, that cannot go on because that is being paid
for by borrowed money.

Now, what are the causes of the
deterioration of America and what can Canada learn from
our example. There is a long list of causes and, again,
your briefing material helps a great deal, the lowest
rates of savings and investment in the industrial world
over a long period of time. Today, the percentage of
disposable income saved by American families is about 3



per cent compared to about 20 per cent in Japan and 12 per
cent in Germany. I am not sure what it is in Canada, but
it is higher. Investment per employee in Japan is ten
times that of the United States.

Productivity growth, while somewhat
greater than Canada, has been less than both Japan and
Germany. The cost of capital in critical industries in
Japan is about one-half what it is in the United States.
The cost of labour, and more particularly, adversarial
labour relations which leads to low levels of commitment,
. high turnover, low productivity, low motivation.

Civilian R&D is a percent of GNP. In the
U.S. it is about 1.5 per cent. In Japan and Germany it is
2.5 per cent, civilian. And, increasingly, defence ‘
oriented R&D does not have the commercial fallout that it
once did. In fact, it is the other way around. High tech
military uses depend on commercial innovation.

As Mr. Takeichi indicated, I was talking.
the other day to a vice-president of IBM, the most
advanced semi-conductor chips in Japan, coming out of
Japanese plants, are now to be found in toys, Japanese
toys, and that is significant because the capacity to test
those chips in toys where, if they do not function quite
right, it doesn't matter much, is important. And, the
next thing those chips will go into are the computers to
which you referred. What is this computer, a trillion
times faster than they go now. :

Anti-trust laws; I don't think you quite
have our version or our variety of anti-trust laws. I
will say that competition, per se, is good and I also
found with American subsidies is they go to things that
are already thoroughly insulated from foreign competition,
agriculture and real estate and housing and things of that
sort. So that we steadfastly refrain from subsiding what
is engaged in international competition.

Education and skills; I don't need to go




into that much, except to say that we are one of the very
few countries in the world which does not require a
national examination to graduate from high school. You
can graduate from an American high school knowing nothing
and many do.

Business purpose; thlS is perhaps a very
significant cause of uncompetitiveness in the United
States and probably in Canada too. If the purpose of the
corporation is to serve the interests of the owners which
most people would say in our two countries it is the
purpose of business to do. And, if those owners are
widely dispersed shareholders buried in mutual funds, in -
pensions, in banks, in insurance companies and, god knows,
where all, places where managers cannot possibly find or
talk to them, to ask them what would you like, long-run
market share, health and vigour and competitiveness or
short-run returns. Then, that idea of the purpose of.
business, the maximization of shareholder interest becomes
invariably uncompetitive.

When you are up against businesses, firms
who think nothing about shareholders and who think
everythlng about long-run market shares, you can't w1n,
especially when those shareholders are represented in the
capital markets by good graduates of the Harvard Business
School who think second by second in terms of how they are
going to invest shareholder money -- no interest. in the
long-run health of their 1nvestment no interest -- in
fact, and only interest is trading and investment.

Managerial practices and incentives that
spring from that problem -- how are managers compensated?
According to what they earn every quarter, not according
to how much they contribute to the competitiveness of the
.firm over the long run, what is rewarded.

Who are the high status people? Are they
the engineers and the manufacturing managers or are they
the financial types? I do not know about Canada, but in
the United States too often they are the financial people.



The purpose of the corporation is financial and it is not
competitiveness, it is not manufacturing.

Along with that, there is a certain sense
of fragmentation of many firms, a sense of intense '
competition to serve those shareholders better quicker.

So you have small firms competing with small firms and in
an industry such as biotechnology or semi-conductors or
micro-electronics




where huge capital investments are required to keep
abreast of current trends, those small companies cannot
survive. What do they do? They sell out, invariably to a
Japanese company or others. : \

- " We have the Minister of Planning of
Singapore came and had lunch with us at the Harvard
Business School last spring. He had a big bag with him
and we said: "what's in the bag?" "Well, I have got
about $30 billion of foreign exchange." Mr. Takeichi was
telling me about how much foreign reserves these countries
have. We said: "Well, what are you doing here in
America?" "Well,. I am going around looklng'for promising
biotech firms. Have you heard, Singapore is going to be
the biotech capital of the world " :

: So, we say, what do you need’ Money,
markets, well-trained, highly educated, low cost labour.
We got it all in Slngapore. He said: "The mayor or Osaka

is behind me coming around here doing the same thing."

Now, who do I call up. You know, we do
not have a ISTC. I said to myself, do I call the CIA, do
I call the FBI? I don't believe there is anybody down
there who cares whether this country has a biotech
industry. The answer is no. It is changing, but it is
very slow. That is another part of the problem. You know
perfectly well for more than two decades your country and
mine have been becoming uncompetitive. This is not a new
problem. I do not know about you, we have been
steadfastly denying there has been a problem.

If you read the reports of the Council of
Economic Advisors of the Reagan White House, you would see..
that there is no problem that the invisible hand isn't '
going to work out; just let the free market, free trade,
free enterprise do their wondrous things. There are some .
cheaters in the world, say the CEA, but we are getting
there. Three pages, I remember, in the '85 report was
" devoted to the good efforts of the White House negotiators
to persuade the Japanese to buy U.S. leather products, as
if that had anything to do with anything.




Anyway, tax policies; the United States
tax policies promote a buy now, pay later society. They
contribute to a consumption oriented economy, not a
savings and investment oriented economy. You can write
off your taxes, the interest you pay on what you borrow to
buy anything, a Toyota, a diamond ring, a fur coat,
whatever. That ain't the way to run a competitive
econony .

What is the problem? There is no single
problem. There is no quick fix. The system is
uncompetitive. We are up against countries in the world -
which have strategies that are different. They are
oriented towards savings and investment and market share
over a long-run, with a consensus of labour and business
and government and the people behind that vision.

Now, to compete that is what we have got
to get. Otherwise we are fooling ourselves. This is a
systemic problem. It involves education. It involves
labour. It involves management. It involves the purpose
of business. It involves the role of government, the
relationship of government to business and so on.

So, what is the problem? The problen is,
for many the remedy is worse than the disease. This is
not an easy problem. It goes to some very basic tenets of
your society and mine. '

‘ For example, I am going to just touch on
four sets of treasured premises which have to be renovated
and replaced.

First of all, as I mentioned, the purpose
of business. The relationship of the managers to the
managed, that was the old idea. The manager was hired by
the owners to compete in the marketplace and he had the
right and the obligation to hire and fire workers insofar
as they were needed. Now, we know that that approach to
business is doomed to failure. Such a hire and fire




approach to relationships with workers produces workers
who have no commitment, who are not prepared to invest in
the training that- is required to keep the business
healthy, who are not prepared to tighten their belt in
time of need to compete. It produces a relationship which
is uncompetitive. o

The old idea was that the right to manage
was vested in the owners by stakeholders and was
transmitted in a way through a collective contract where
there were unions via an adversarial, legalistic, rigid
system, not competitive in today's world. As we all know,
the right to manage does not come from shareholders at
all. It comes from the people you manage and if you don't
get it there, you don't have it.

Now, how do you put together companies
where the prerogatives of management are rooted in the
bottom, not the top? What type of governance is required
for that? What kind of participation of employees in
management? And how many managers are willing to really
go for this with their heart as well as their mind?

. Some are. We see General Motors
- struggling to learn from Toyota about how to do this, but
it ain't easy.

The new relationships are organized for
problem solving. They are organized around flexible work
systems. Will relationships between competitors,
competitors competing, but also co-operating?

The example of Semltec, with 14 highly
competltlve semi-conductor companies are now trying to
figure out how do we co-operate for R&D to re-establish
some kind of position in the world's semi-conductor
industry. That is hard to do if you live where we live.

Will relationships with suppliers, with
customers -- we look at our Japanese competitors and they
are vertically integrated from top. to bottom. The company
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that makes the chips of tomorrow makes the toy in which it
is tested and the computer in which it is going to be.

What is the food chain that has to be kept
intact in ordex to have a competitive industry? If we
look at semi-conductors, it is very instructive.

Equipment makers and material makers down here, chip
makers and then the users of chips, televisions,
computers, and so on and so on, in Japan that is one
integrated group. In the United States it is wildly
fragmented. In fact, we don't hardly have a consumer
electronics business any more at all which means that our
chip makers have got to sell in Europe and Japan.

. Why would Europe and Japan want to buy
U.S. chips when they make their own increasingly well?

That is why now the Department of Defence
is wondering, do we need a government program to have a
high definition TV industry at all in the U.S. One of the
reasons is that if you don't have a high definition TV
industry, you don't have a chip industry.

Monsanto, the other day, sold the last
independent producer of silicon in the United States to
the Germans. Now that is all right, I guess, unless you
want to have a competitive nation.

This raises another questlon that I am
sure you all have thought about which is what is the
national strategy? Is Canada going to go it alone in
everything? No. The U.S. can't go alone in everything.
We are going to have to allocate our resources, going to
have to join hands with one another. Is it Japan and the
U.S.? Is it Canada and the U.S. or Canada and Japan? Is
it Canada and Europe? In what way are you going to set
that up. : : ‘

How is Canada going to make the best use
of its very limited resources just as how is the U.S.
going to make the best use of its very limited resources?
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Now, that does not involve picking
winners, as they say, or national champions. The French
tried to do it in the 1960s which failed. The Japanese
don't pick winners. That is not how MITT does it. They
sit down and they say: "What are going to be the growing
high value added, important industries of tomorrow? What
do we have to do now to have a position in those
industries of tomorrow?" That is what they do and that is
what we have got to do.

But, you see the problem how that means
the purpose of business is to promote the national
interest and that is what it is in Japan. It is not
shareholders, but ideologically does that not cause some
consternation? Can't you imagine people for whom the
remedy is worse than the disease when you start talking
that way. '

The second set of premises, rights and
duties of membership. In Japan generally duties are more
important than rights although that is changing. 1In our
two countries, rights tend to be rather important and we
are paying a lot for rights of membership, pensions,
health. Corporations pay about half their profits for
rights. Rights are more important than what you own,
indeed. ‘

The liberals in our midst were big on
rights. They were not so big on duties. Rather they said
the individual should decide his or her duty, religion,
conscience, upbringing. That is how you decide duty. Of
course, perfectly predictably increasing numbers of our
citizens have failed to do their duty acceptably and
predictably the rich and the strong have been generously
defining the duties of the poor and the weak for them.

Get the lazy bastards off welfare and that kind of thing.

Predictably the poor and the weak are
going to want to have something to say about the rich and
the strong and, of course, that is more serious, but the
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question of rights and duties is deep in the problem of
competitiveness. The relationship of the salary to the
CEO to the shop-floor worker. If we are going to share
the fame, we have got to share the game if we are going to
be competitive.
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You may remember the CEOs of the American
automobile industry. A few years ago they decided they
needed a raise. Mr. Caldwell at Ford, I think he thought
about $900,000 would be a nice bonus. It is not the
money, he had one year to go to retirement. He needed the
cash. But you remember what happened the next day,
William Brock in the Reagan White House, the United States
Trade Representative, said: "Obscene, how am I supposed
to negotiate import quotas with the Japanese when you go
do a thing like that."

Then Owen Bielberg, the President of the
United Automobile Workers said: "Obscene, how am I
supposed to persuade my workers to restrain their wage
demands so that we can compete with the Japanese when you
go and do a thing like that." The only time I know of
that the Reagan White House and the UAW agreed on anything
was that poor Phil Caldwell did not have any business
giving himself a raise.

Now you may remember what he did the next
day. He had a press conference and he said in effect is
nothing sacred. I mean, what has happened to the free
enterprise system if the chairman of the board and the
infinite wisdom of the members of the board who represent
the owners, the shareholders, cannot decide that the CEO
needs a raise. You know, that is sacred.

Competitiveness threatens that, that old
myth. Of course, the shareholders do not have anything to
do with who is on the board and they do not want anything
to do with who is on the board. The board is composed of
people, good people, who are supposed to co-operate with
the chairman of the board doing what is best for the
company which may well be giving himself a raise. But,
the myth has come detached from the reality and
competitiveness is causing a wedge in that gap.

Now, the third set of premises go to the
role of government and this gets, I think, pretty close to
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what you are about.

I do not know about here, but in the
United States we are very ambivalent about what we want
government to do. There is one set of ideas which says
the least government is the best, government is a
necessary evil and make convenience for the preservation
of body and property, what there is of it, keep it
checked, keep it balanced, keep it diffuse. Whatever you
do, don't let it plan, especially in Washington or in
Ottawa or some place like that.

Let it be responsive to crisis. - If the
crisis is big enough, let it flail away. Maybe it will
hit the crisis, maybe it won't, but don't let it look over
the desk edge and see what is coming next because that is
planning and that is not what government is supposed to be
doing. Leave government to crisis and interest groups.
Interest group pluralism will ensure that -the people who
get to the keys of the governmental piano will call a tune
that is good for the country.

Now, this is a cherished notion to many of
us ex—-colonial countries. We fought our revolution to get
away from that kind of George III business. But, on the
other hand, it tends to be rather uncompetitive and the
point is furthermore that with crisis and interest groups
proliferating, you tend to get very big government, very
expensive government, very interventionary government, in
fact, a government that is running $120 billion deficit
during an administration of a Republican who was going to
get it off our backs.

So, oddly enough, that idea has led to a
very big government which, happily, does not plan, so you
have what is called visionless flaring which is not
competitive.

Now, what is happening? What we see
happening is all governments getting involved with the
business of trying to make their country competitive. We
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have been forced into this by Japan and Taiwan and Korea
and a little bit Germany, who for whom this is a far more
natural role for government than for us.

We made a study comparing the Japanese
very large scale integrated circuit research project of - -
the years '76 to '80 sponsored by MITT, carried out by
Toshiba, Hitachi, Fugitsu, Mitsubishi, I guess, and NEC,
produced a thousand patents, provided the means which
apparent a catch idea and that was the purpose, catch
ideas.

It provoked the micro-electronics computer
corporation in the United States which was a consortium of
‘about 20 micro-electronics companies who got together,
without government, in a profit-making consortium to pool
resources for joint research and which has been very
disappointing.

Subsequently, last year we saw in the
United States the creation of Semitec, with $100 million a
year for five years, $500 million of government money,
$500 million of industry money =-- that is over five years
a billion dollars =- to develop the manufacturing process
technology to allow the United States to compete in semi-
conductor production.

Several things about that, this is a non-
profit corporation -- in that way it can be exempt from
the anti-trust laws which it has got to be. It is
sponsored by the Department of Defence, DARBA, the
research arm of the Department of Defence. Why is it
sponsored by the Department of Defence? Is the purpose of
Semitec military? Hardly. The purpose of Semitec, I
suppose, is commercial competitiveness, but this has been
left very vague because funding by the Department of
Defence is the easiest way to get money through the U.S.
congress.

, You would think that it would be sponsored
by the Commerce Department, but to get money through the
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Commerce Department is impossible. It is a joke. That is
"where they are taking money out of to put it into defence.

So, here you see the way in which politics
and the decision-making process of the U.S. government
determines where our first effort at industrial targeting
is located. Now, you say: %So what?%

If the purposes of Semitec are military
and if the Defence Department has to use military criteria
to justify Semitec's budget over the years, as sure as we
are sitting here today, it is going to fail.

In the 1950s the Department of Defence put
a billion and a half dollars into the U.S. machine tool
industry to try to help that industry try to recover
global competitiveness. What did it do? It went into the
creation of the most complex and the most expensive
machine tools the world had ever seen which were great for
making jet fighters and had zero commercial value.

The intervention of the U.S. government
into the U.S. machine tool industry essentially crlppled
the industry permanently.

So, it is critically important that
government know what it is doing, know the objectives.
That means that government must have a politically
acceptable role as a national strategy maker, as a
planner. There seem to be three roles for government in
successful efforts.

The first is to set a vision. Where do we
want to be in 20 years out? What do we want our economy
to look like? The second is designing, encouraging, co-
ordinating the food chaln, the competitors, the
suppliers, the users, in such a way that you will have an
upward competltlve spiral, not pick winners, but help the
industry organize itself.

Associated with this is, I think, an
absolute prerequisite for industry leadership. Industry
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led industrial targeting, to my mind, is apt to be more




18

successiul than government led. Now, of coufse, this can
be arranged by a proper relationship between industry and
government because the two have to go along together.

And the third role for government is
funds, but actually if you look at the amount of money, it
is not the amount of money, it is the use of money as a
lever to achieve the co-ordination and the co-operation of
the players who must be involved, the industry players,
the suppliers and the users and so on.

Now, what makes these things a success, I
have already said, clear objectives, clear rules for :
government and business and continuity. A tragic example

of American failure is in space, earth imaging from space, .

where the United States had an absolute worldwide
technological monopoly until about three years ago, when
the French entered the field and now dominated
commercially.

How did this happen? It was purely a
breakdown of government business relations, of government
power, a beautiful example of what not to do.

The third criteria for success, as I
mentioned, industry leadership and, fourth, international
ties. None of us are going to go it alone. The idea of
U.S. Inc., Japan Inc., Germany Inc., Canada Inc. that's an
antique. We are all going to be interdependent, tied
together in one way or another.

The question is, who decides the ties,
where are the decisions made? Canada has had much
experience with other people making decisions that affect
the Canadian economy. You don't want to go through that
any more than you have to. Now, Washington is having

experience with decisions being made about the American
" economy somewhere else, like, across the Pacific.

How do we keep control of our community,
at least a degree of control. That is the question.




19

Now, to conclude, you can see these issues
that are inherent in competitiveness are radical. You may
say, why stress the radicality of them. You are being
unnecessarily controversial. No, I don't think I am
because I don't think we are going to succeed unless we
see realistically what we are up against. Then we can
begin to start a holistic, systemic process of changing
mind set. '

It is analogous in a way to the
environmental movement. I mean, 30 years ago who worried
about the environment? Maybe some == a few nuts and
kooks. Now there is an irreversible thing that has
occurred where everything is conditioned by the necessity
to keep the environment safe.

Well, similarly, here. I think there has
to be that kind of change.

It reminds me of a story, you have
probably heard it, about the frog. You know, you take a
frog, put it in boiling water, lots of crisis, frog jumps
out, you have got a healthy frog. Take a frog and put it
in cool water, not much crisis, a lot of borrowing, heat
the water slowly and you have got a boiled frog.

We are in danger of the boiled frog
syndrome . '

Thank you very.much°
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M. Lodge, qui et dipldmé du Collidge Harvard, est membre de la
Facultd d'administration de Harvard depuis 1963. 11 donne un cours sur
les affaires, le gouvernement et 1'économie internationale dans le cadre
du programme de gestion avancée et travaille actuellement & la mise au
point d'un nouveau cours optionnel sur les relations comparées entre le
milieu des affaires et le gouvernement.

M. Lodge a &té journaliste et chroniqueur politique pour le
Boston Herald avant d'entrer au service du gouvernement, olt i1 a occupé
les postes de directeur de 1'information au U.S. Department of Labour
(1954~-1958) et de secrétaire adjoint du Travail pour les Affaires
gtrangdres (1958-1961). Il a aussi &té& délégué américain auprés de
1'0rganisation internationale du travail et president du conseil
d'administration de 1'0IT (1960-1961). En 1961, & la fin de son service
au gouvernement, la section jeunesse de la Chambre de commerce des
ftats-Unis 1'a nommé 1'un des dix jeunes hommes exceptionnels aux
ftats-Unis et on lui a en outre décerné le prix Arthur S. Fleming en tant
que 1l'un des dix jeunes gens s'&tant le plus distingués au sein du
gouvernement américain de méme que le prix pour services exceptionnels du
U.S. Department of Labour.

M. Lodge est membre du conseil d'administration de la Dotation
Carnegie pour la paix internationale, de 1la World Peace Foundation et du
Robert F. Kennedy Memorial; il est membre du Council of Foreign Relations
et de la Newcomen Society of North America. Il est l'auteur de nombreux
articles et ouvrages, notamment Spearheads of Democracy (1962), Engines
of Change: United States Interests and Revolution in Latin America
(1970), The American Disease (1984) publié par Alfred Knopf; et
U.S. Competitiveness in the World Economy avec Bruce R. Scott (1984) et -
Ideology and National Competitiveness: An Analysis of Nine Countries
avec Ezra F. Vogel (1987).

Des extraits d'un des articles du professeur figurent 3 la
partie 3.3.3 de ce document.







Excerpts from Address of Mr. John MaecDonald
at the Execsutive Conference

The flip side of change is opportunity.
Change is a positive thing. It is something that you can
exploit to gain advantage. VYou have in this department and in
your new mandate, each of you, as 1nd1v1duals, an opportunity
to make a contribution to this country. I 'hope that each of
you will use that opportunity to the maximum of your
capability. _

It is a unique opportunity. These kind of
things do not come around very often. But in order to do
that, it is my view, having dealt with the Government of
Canada for many years, most of you will have to change many of
the o0ld habits you learned in your predecessor departments.
But, I say, I would hope that all of you would go forward with
a positive attitude toward that fact.

My remarks today are made in the context of
a particular type of company. It is an advanced technology
company. It is a knowledge-based company. It is a company
whose key resources are the knowledge and the people who
possess that knowledge. Without that key resource, we don't
have a company. The collective knowledge possessed by the
hlghly skilled people who work for us is our chief resource.

We are also an entirely home—grown conpany.
In fact, it is kind of interesting. This Friday is our 20th
anniversary. We are 20 years out of the basement. The
company started out of my basement 20 years ago.

Ingredients for Sueccess in Export Sales

About 80 per cent of our sales are in the
export market. If you are going to be successful as a
Canadian advanced technology company, you must export. There
is no other way to do it. The domestic market for advanced
technology is not large enough to sustain the kind of company
we have grown to become the kind of company that can be
conpetitive in today's world. Exportation out of Canada is a
necessity.

One of the ingredients of success in the
export market, at least in my experience, the thing we have
exploited the most is technical excellence. That technical
excellence is rooted in the strategy that is as old as the
company and that strategy is to hire the best possible people
we can get our hands on. '




You may have heard that getting a job at
our place is not an easy thing to do. You go through a
terrible interview process, talk to all kinds of people and we
are very selective, but that is deliberate. I often tell the
managers who work for us that in my view, a manager really
only does one significant thing and that is hire the people
that work for him. If you do that right, pretty well
everything else takes care of itself. ' :

We tried to hire the best technical people
we could find. We pride ourselves in the quality of what we
produce and our customers around the world, for the most part,
seem to agree with us because they continue to do business
with us. ,

The second ingredient is aggressive
marketing in a niche market. As you will see, I am going to .
give you a snapshot of the company a little later on and as
you will see, the things we work in are basically niche
markets. We are extremely aggressive in our pursuit of those
markets. We don't lie back here in North America and sort of
wait for the market to come to us.

Vancouver is nine hours from Tokyo. We are
about 15 hours from Bangkok. We are five hours from
Washington, et cetera. It is fairly central.

We have tended to exploit markets where we
have a competitive advantage in technical excellence. We have
tried to exploit markets where technical superiority is a
competitive advantage.

A very important ingredient, particularly
in the greater Asian market, is a respect for and an
understanding of the cultures of those whom you are dealing
with. This is an extremely important thing to learn.

It is a great advantage that we have over
our American competitors who tend to try to impose their
culture on the customers by and large. We have taken the
opposite approach. ' '

’ In that part of the world -- it is true
anyvhere in business, but in Asia it is particularly true --
most business in Asia, in fact all business in-Asia, is based
on personal relationships, personal relationships that you
develop over long periods of time.

My travel is legendary. The reason has to
do with getting to know our customers and that is absolutely
vital. It is not just important, it is vital if you are
dealing in the Asian continent. ‘

The knowledge base has to be internal. To
develop that knowledge base, you must practice your art. The
much talked about phrase of technology transfer has a place,




but the way I like to put it is this, that for technology
transfer to work, the technical capability of the recipient
has to equal or better that of the donor. -

What that means is that we must do our own
R&D. We must create our own knowledge base. We must create
it by doing R&D, by developing things ourselves. That is what
gives us the ablllty to understand and exploit technology that
we acquire from elsewhere.

I have been asked to comment also on how
government interaction support has helped us over these 20
years. And, well, as most of you know, like all companies in
our business, the aerospace business, we have a lot of
relationships with government, but we have interacted with
many of the government departments in many ways.

There is one thing that stands out miles
ahead of everything else and that is the procurement system.
Japan, France and the U.S.A. utilize and have historically
utilized procurement related policies as an advanced
technology development tool for years. They are countries
into which, with the exception of France, we sell products.
We find it extremely difficult to sell development contracts
in those countries, but we do that in other countries around
the world.

I think there is a relationship between the
success some of these countries have had in developing
advanced technology industries =-- they still do.

MacDonald Dettwiler

, I am going to give you some background on
the campany and then I am going to make a few comments on how
procurement works and to comment on some of the other
relationships that we have had with government.

Our revenues grew from, around half a
million dollars in 1971, to slightly under $60 million in

- 1987. Our sales this year will be between, oh, $74 and $75

million. Our fiscal year ends the end of March. -

We were about ten employees in 1971. We
are now about 650. It is a sort of a typical ex-potential
growth type of curve that our type of company experiences.
our staff is obviously dominated by engineering skills
although computing sciences are well presented, augmented by a
collection of meteorologists and physicists and geologists and
one thing and another, but those are the two main disciplines.
The degree of education is high.




We have offices all over the world. Our
headquarters is in Vancouver. We have foreign offices in
Ottawa, London -- if you know Canada, you can't miss saying
something like that -- sales offices around the U.S.A., a
sales office in Kuala Lumpur and the one in Canberra, which we
just added. '

We are, in a small way, a multi-national
conmpany. We have branches around the world. The outfits in
Australia and London are subsidiary companies that actually do
work as well as selling. The others are sales offices.

We are substantially an export company. We
are also a company that deals mostly with governments and I
use the word "governments” plural here. Most of our customers
around the world, although not all, are government type
customers. Well, that is because of being in the aerospace
buginess. Most of the market for what we do is of a
government nature.

As most of you know, we are most
famous for our work in remote sensing and surveillance, in the
area of satellite ground stations, image mapping systems and
meteorological systems. In fact, in the remote sensing ground
station business, we dominate the world's market. We also
have guite a lot of business in airborne imaging systems,
particularly in synthetic aperture radar, aviation systems,
including air traffic control, space and defence and a line of
digital film recorders.

Our first big break was the result of an
unsolicited proposal to build a ground station. The previous
year to doing this, we had sales, I think, if I remember
‘rightly was about a million dollars. This contract by itself
was a million and a half -- talk about betting the. company.
Anyway, what we did was, we made a proposal to the Canadian
govermment to build a ground station in Shoe Cove,
Newfoundland,

That one contract led to us dominating the
world's market and the way we did it was as follows. We had
been doing small sub-contracts of the Canadian ground station
in Prince Albert. We have done some in Brazil and we have
done some in Italy as sub-contractors for other companies. We
had learned something about the technology. We had learned’
something about the market and we said we know how to do it
better and in those days, this was the early '70s, we took
advantage of the unsolicited proposal program. EM&R was the
scientific authority. The government bought this little ‘

ground station from us and what that showed the world was that
they did not have to be expensive, that you could do it in a
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10 by 40 foot trailer. It has everything, including the photo
lab in it, and it provides us with a showpiece and it
demonstrated that we could do a full turnkey contract. In all
but three stations, we have either been the prime contractor
for or have been a major sub-contractor. In over half of
these we were and are the prime. We are in the middle of
doing Ecuador. We are now in a round of upgrades on all of
these.

_ Another opportunity arose as a result of
the launch of a satellite called C-SAT, which was the first
civilian satellite to carry a synthetic aperture imaging
‘radar.

At the time it was believed that digital
processing of synthetic aperture radar data was something that
was technically too difficult to really be practical.
Ourselves, together with some people at the Communications
Research Centre, some other people with the Canada Centre for
Remote Sensing, thought otherwise and we produced, I think it
was on November 28th, 1978, the first digitally processed
synthetic aperture radar image from space. It was done on a
research contract for the Canadian government. It changed the
way people thought about processing this kind of data. We not
only showed it was possible, we showed that the quality of the
data you can get was so much higher than by the traditional
optical processing techniques that this has now become a
standard way of doing things.

- We are now the prime contractor for the
ground segment of the ERS=1 satellite for the European Space
Agency in Europe. That contract has been particularly
important to us. It has given us credibility around the world
in the supply of ERS-1 ground stations. It prevented the
creation of a European competitor by having us be the prime
for that particular thing.

Canada's membershlp in the European Space
Agency was instrumental in giving us the opportunity to do
- that. We managed six European sub-contractor companies and we
are still on budget and on schedule. We are expecting
delivery in 1990 launch is, I think, late 1991 in our
schedule.

It also led us into another thing and that
was the airborne synthetic aperture radars. We have sold two
to the Canadian government and three to Intera in Calgary.
They do synthetic aperture radar surveys with it. We are
bu511y trying to market it all around the world.

D1g1ta1 quality can be illustrated by
looking at images of ice through synthetic aperture radar.

You can identify very old ice, very strong, multi-year ice,
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first and second year ice, first year ice and a fresh freeze.
To an optical instrument, that would just look white. To a
radar, you can see the different structures in the ice and,
therefore, tell something about its age and its strength. It
is really the application that has driven the development of
this technology in Canada.

We are currently developing a new system
that will have a three-meter moving target indicator
capability system and that is the kind of data you get out of
such a systemn. .
Over a number of years, we developed an
electronically derived image from an instrument in an aircraft
~-- and we developed this push broom scanner in the contract
for Canada's Centre for Remote Sensing. It is getting close
to ten years ago now. And, as you will see in a moment, there
is a new application for that coming up and I think that _
technology, we have put together a consortium of companies and
we are going to be pursuing that quite a bit harder in the
next few years for an automated mapping system. But, it just
shows you the kind of thing you can do.

Now, the other thing that we have been
working on, and this is something, once you get to a certain
size, you can begin working on things by yourself and most of
the -technology that we developed here, we developed on our
own. We did not do it on a contract in this case and this has
to do == the underlying technology was on a big contract with
had with CCRS for geocoding images, but what I am about to
show you is the work that we have done in automatically
deriving digital elevation models, which is the height of the
lab, from these images and that is something that we did on
our own.

The idea here is you have two different
satellite passes -- this is all done with satellite imagery --
you have two different satellite passes where you can see an
overlapping area, thereby get a stereo image. This is the
first attempt that I know of by anybody anywhere to make a 1
to 50,000 map entirely, 100 per cent, from spacecraft data.
Using the French spot satellite, we have been able to do this
now with RMSR errors in elevation of seven meters average;
good is about four and a half meters and bad is about 12 or
13, but the RMSR is about seven meters. That is quite
‘phenomenal. That puts you within the tolerance limits of a
class A 1 to 50 000 digital elevation model.

Now, once you have this imagery in the
computer, you have derived the visual elevation model, you can ’
look at it in any way you want. '




We are now working on the development of
the technology to fully automatically take electronic imagery
‘and make maps from it. Hopefully, some day, without any human
intervention at all.

Our digital film recorders is a beautiful
example of what sometimes happens which is spin-out from the
space business. We had a problem in a ground station in
Sweden ‘and the problem was that our suppliers of image
recorders could not produce an image recorder that would do
the, job and so we put one of our bright engineers on it and
came up with something called the Fire-240. It solved the
problem in ground stations.

: Today, the sales of these image recorders
in the space area is somewhere around 5 per cent of our sales
of image recorders. Most of our sales of this machine which
is the Fire-9,000 into the electronics manufacturing industry
and of this machlne, the Fire-1,000 into the graphic arts
industry, fully civilian non-space appllcatlons, but the
technology behind them was developed to solve a problem at a
ground station. It was the requirements of the' ground station
that drove the technology to the point where we now have what
is generally regarded as the highest precision, fastest image
recording machines in the world and we sell them all over the
world, including Japan.

Procurement

Procurement in the development of an
advanced technology industry works because it provides a real
environment when you do your first system. You are deallng
with a customer to whom you are delivering value, but who is
also funding the development.

It also prov1des a reference account which
in the international market is essential. The first question
you get asked when you go and try and sell a ground station
somevhere 1s, "What is the Canadian government buying?" If
the answer is "well, you know..." then you are unlikely to . get
the business. If you say "buy from us" oh well, that gets
you in the door anyway. It is vital to 1nternatlonal sales.

Now, we have done an analysis of the effect
of procurement on the remote sensing part of our bus1ness and
I would like to show it to you.

Three key contracts that we did for the
Canadian Federal Government between 1972 and 1974 are the root
of this whole thing. They introduced us to the business.

They totalled $251,000 between the three of them and from that



grew this thing. What you basically have here is a total
business in this area of $317 million. It all started
$251,000 from the Canadian government. If we hadn't done
that, probably none of this would have happened. I guess
something else would have happened, but this would not have,
and the ratio -~ it is kind of ridiculous, I guess =-but the
ratio of that number to that number is 12,000 to 1.

There is about a two-year delay between
doing a job in our business at home and selling the results
abroad. So, if you take the ratio of these two numbers which
is all the non-government, that is the sum of those two
numbers, to the total down to two years ago, it comes to three
and a half to one and I think that is a reasonably accurate
number.,

In other words, our export sales or our
non-government sales ratioed against the value of contracts
inside the Canadian government is three and a half to one,
probably better than that as you move on, integrated over a
very long time.

So, that as you move forward, you should be
able to achieve that, but anyway, it gives you an idea of the
effect of government procurement on an ongoing business.

To get to that ratio, it is probably a
little better than that in the sense that this idea of a two-
year lag is kind of arbitrary.

Government Agencies

I should mention that the agencies in the
government that we worked with in building this story have
"been the Canada Centre for Remote Sensing, the Environment
Service and Communications Research Centre.

In terms of using procurement to develop
industry, in my view, CCRFs is by far the best agency I have
dealt with-and need I mention the worst, it would be DND and
the Department of Transport.

Another important ingredient in our success
has been the ESA connection. The Canadian membership in ESA,
in our case at least, has led to what I showed you in terms of
our work on the ERS-1 and the fact that we are now doing ERS-1
upgrades to ground stations all over the world.

It has also led to a lot of European
business. We do business with just about every European
country, except for France. We do business in the Federal
Republic of Germany, U.K., Italy, Switzerland, Benelux
countries and so on.




Now the other government programs that we
deal with have been helpful, but compared to the two I have
showed you, the membership in ESA and the work we have done in
ESA, for our case anyway, in procurement, they have had a much
smaller effect and I will list them in order of what I
consider priority.
* The next thing would be the international
marketing assistance that we have gotten basically by the
people at the embassies helping us to do things one way or the
other, R&D interaction centres and finally R&D grants.

'In closing, I would just like to say that
in my view procurement is the most powerful lever a government
has to develop advanced technology industry, but the method by
which large procurements are made is as important as the use
of the procurement itself as far as this industrial
development is concerned.

In a country 11ke Canada, going out for
large procurements which have a development content in one
huge lump that is so big that no Canadian company can take it
on, does not do anything and that is why, to some extent at
least, we continue to have an increasing sort of branch plant
econony .

It is my view that we should get to the
point where every person in a public institution in Canada who
buys something should at least ask himself the question "what
am I doing for industrial development in this country?" The
answer might quite justifiably be nothing, but the question
should at least be asked.

Knowledge stands at the basis of the new
industries. Our educational system is ultimately the root of
that knowledge. It is my view that man for man, Canadian
engineers are the best in the world. I think it is something
that we should exploit, this tremendous competitive advantage
that we have. We have some of the brightest technical people
that you will find anywhere on this planet. They are right
here in Canada and they are the product of our educational
system. It is a tremendous resource. It is up to us to
exploit it. '

*



Dr. John §. MacDonald is Chairman of the Board of MaéDonald
Dettwiler and Associates Limited. He is one of the founders of the company
and served as President and Chief Executive Officer until September 1982.

Dr. MacDonald's professional interests lie in the areas of advanced
digital systems engineering, remote sensing, image processing, and machine
vision; areas in which he has authored several publications. He led the

~design team for the first LANDSAT ground processing systems produced by the

company, and was involved in the early development of synthetic aperture radar
processing at MacDonald Dettwiler. More recently, Dr. MacDonald's technical
activities have been in the areas of advanced sensor systems, and the.
applications of remote sensing with particular emphasis on data handling
techniques, especially the use of integrated data sets as a means of
increasing our ability to extract useful information from remotely sensed
data.

He is also active in an advisory capacity to government, currently
serving as the Chairman of the Canadian Advisory Council on Remote Sensing,
and as a member of the Premier's Advisory Council on Science and Technology
for British Columbia, as well as the National Advisory Board on Science and
Technology. He also serves as a member of the Defence Industrial Preparedness
Advisory Committee and as a Trustee of the Discovery Foundation. He served on
the Science Council of Canada from 1980 to 1986, the National Research Council
of Canada from 1975 to 1978, the Science Council of British Columbia from 1978
to 1981, on the Board of Management of B.C. Research from 1977 to 1983
(Chairman 1980-1983), and in 1984 was a member of the Task Force on Federal
Policies and Programs for Technology Development.

In the industrial sector, Dr. MacDonald serves as the current
Chairman of the Space Committee of the Aerospace Industries Association of
Canada. He is a member of the Advisory Council of the Canadian Advanced
Technology Association and a Director of Precarn Ltd. He was a Director of
the Aerospace Industries Association of Canada form 1984 to 1986, and of
Mobile Data International Inc. of Richmond, B.C. from 1978 to 1982. From 1979
to 1984, Dr. MacDonald was a Director of Discovery Parks Ltd., serving as its

-Chairman from 1979 to 1981.

Dr. MacDonald has been awarded the Honourary degree of Doctor of
Engineering by the Technical University of Nova Scotia in 1987 and by the
University of Victoria in 1988.




est président du conseil d’administration de MacDonald
Dettwiler and Associates Limited. Il a participé a la fondation de 1la
compagnie, dont il a été président et directeur général jusqu’en septembre
1982.

M. MacDonald s’intéresse notamment aux systémes numériques, a la
télédétection, au traitement d’images et & la vision artificielle, domaines
sur lesquels il a écrit plusieurs articles. Il a dirigé ‘1’équipe qui a congu
les premiers systémes de traitement au sol LANDSAT fabriqués par la compagnie
et a participé aux travaux menés a MacDonald Dettwiler dans le domaine des
radars d& antenne synthétique. Plus récemment, M. MacDonald s’est occupé de
la mise au point de senseurs ultraperfectionnés et des applications de la
télédétection, en mettant 1l’accent sur les techniques de manipulation des
données, particuliérement celles obtenues par télédétection,

En outre, M. MacDonald fournit des conseills au gouvernement et exerce
actuellement la fonction de président du Conseil canadien de la
télédétection. Il est membre de 1l’Advisory Council on Science and Technology
for British Columbia et du Conseil consultatif national des sciences et de la
technologie. Il est également membre du Comité consultatif sur 1’état de
préparation de 1’ industrie de la défense ainsi que du conseil
d’administration de la Discovery Foundation. Il a fait partie du Conseil des
Sciences du Canada de 1980 & 1986,, du Conseil national de recherches du
Canada de 1975 & 1978, du Science. Council of British Columbia de 1978 & 1981
et, de 1977 & 1983, du conseiI/a’administration de B.C. Research (dont il a
été président de 1980 & 1983). En 1984, il a participé aux travaux du Groupe
de travail sur les politiques et programmes fédéraux en faveur du
développement technologique.

Dans le secteur industriel, M. MacDonald est actuellement président du comité
de l’espace de l’/Association des industries aérospatiales du Canada. Il fait '
partie du Conseil consultatif de 1’Association canadienne de technologie de
pointe et est directeur de Precarn Ltd. Il a dirigé 1l’Association des
industries aérospatiales du Canada de 1984 & 1986 et Mobile Data
International Inc., de Richmond (C.-B.), de 1978 & 1982. De 1979 a 1984,

M. MacDonald a été directeur de Discovery Parks Ltd., dont il a été président
.de 1979 a 1981.

M. MacDonald a regu un doctorat honorofique en génie de la Technical
University of Nova Scotia en 1987 et de l’université de Victoria en 1988.






Extraits de la présentation de M. Bernard Lamarre & la
conférence exécutive

",.. Mais pour nous, en fait, le Japon,
les Etats-Unis, 1l'Europe, sont certainement les
concurrents les plus forts que nous rencontrons sur le
marché mondial..."

_ "... pour devenir champion au tennis il
faut jouer avec des champions..."

", .. Pour nous, on a le marché asiatique;
on a le marché surtout européen, on a le marché africain
et on pense, maintenant, de se diriger vers le marché des
Etats-Unis d'Amérique..."

. "...-0On travaille dans 60 pays, 70 pays du
monde, on travaille un peu aux Etats-Unis mais c'est
presqu'un marché inexistant pour nous. On espére qu'avec
le libre échange que ¢a va un peu nous aider, surtout dans
les domaines ol nous sommes -- dans le domaine
manufacturier, par exemple, ou nous sommes entrés, dans le
domaine de la pétrochimie, avec l'abaissement des tarifs
qui sont de 18 pour cent maintenant et qui devraient
tomber & zéro si jamais le dollar canadien reste quand
méme a 83 ou s'il faut qu'il monte & 85, 90, ¢a va effacer
tous les avantages de 1l'élimination des tarifs..."

",.. Le Canada, quand on veut essayer de
competltlonner dans la production de masse, on a toujours
énormément de problémes. Mais lorsqu'on compétitionne
dans le "custom built", dans le fait sur mesure, lorsqu'on
compétitionne avec des produits qui viennent de nos
ressources naturelles ou guand on compétitionne dans les
produits qui demandent beaucoup d'énergies a la base pour
produire, surtout l'aluminium ou quelque chose comme c¢a,
on a enormément d'avantages..."

W, .. En fait, je vous parlerai un peu de




ce qu'a été l'influence des gouvernements dans le succés
de Lavallin. Tout le monde sait qu'on le doit au
gouvernement..." , , '
",,. confier & l'extérieur a été sa
(celle de Jean Lesage) théorie ... si on aide ces gens-la
4 se développer, au génie conseil, peut-étre qu'ils
pourront exporter leurs services plus tard. ...c'est comme
¢ca que Lavallin est né, que CNS a vraiment pris son envol,
que la plupart des grandes firmes d'engineering au Québec
ont pris leur envol et ¢a été par une décision
gouvernementale..." :

, ",.. BEssayez donc de regarder un peu ce
que vous pouvez faire & l'extérieur. ¥

... On a regardé un peu a l'extérieur du
pays,... on a commencé & se développer dans le domaine
international a partir de 1l'Afrique francophone... Est
arrivé ensuite pour tous les ingénieurs du Québec, encore
un exploit environnemental, la Baie James. Et la Baie
James a été pour nous vraiment ce qui nous a poussés vers
l'avant et qui a aussi poussé la plupart des autres firmes
d'ingénieurie québécoises. Donc, en fait, on peut dire
gue le gouvernement, pour nous, a eu une in?luence
considérable. " _ .
" Jusque vers 1970 - 75, & peu prés 90 p.
100 de nos travaux qui étaient des travaux gouvernementaux
et 10 pour cent qui étaient de l'entreprise privée.
Maintenant, c'est complétement changé. On a 90 pour cent
qui est de l'entreprise privée et 10 pour cent qui est
gouvernemental. Jusqu'en 1982, on avait 10 pour cent de
nos travaux qui étaient & l'étranger et 90 pour cent qui
étaient ici, au pays. Maintenant, c'est rendu & 50-50; 50
pour cent sont sur un chiffre d'affaires qui dépassent
maintenant le milliard. Donc, en fait, on a & peu prés $
500 millions de chiffre d'affaires qu'on fait & l'étranger
et $ 500 millions ici, au pays. La, encore, le
gouvernement nous aide énormément parce que sans la SEE,
sans AGC, Jje pense qu'on aurait énormément de difficultés
a étre capable de financer les projets qufon a &
l'étranger. Vous savez que .la plupart des projets a




l'étranger, le gros probléme maintenant, il y a monsieur
McDonald qui est vraiment dans le hi-tech, mais nous qui
sommes dans le low-tech, il faut étre capable d'amener
comme sugon, comme apprét, le financement. "

... le gouvernement- nous a stirement
énormément aidés un peu partout."”

"Oou pourrait-il nous aider davantage? En
fait, en ne nous nuisant pas slrement et en nous
réglementant un peu moins. "

¥,.. il faudrait sGrement qu'on puisse
trouver, chez nos gouvernements, une espéce d'assurance
sur le risque de change. "

"... il y a des choses que le gouvernement
pourrait faire, que les gouvernements européens font, ...
(c'est de fournir) .des experts dans tous les domaines. "

"... les firmes) peuvent aller, oo
piger l'expert nécessaire dans le gouvernement. "

"... (il faudrait) un programme ou on
pourrait aller chercher un expert du gouvernement pour une
période de temps et 1le retourner par aprés, c¢a serait un
avantage considérable. ¥

"... (il nous faudrait également une)
assurance-paiment. ¥ '




Berpard Lowmarrke 1s Presldent and Chief Executive Officer of
Lavalin Ltd. and Chairman of the Board of numerous Lavalin subsidiaries and .
associate companies. He 1s active in professional assoclations and several
charities. He 1s President of the Museum of Fine Arts in Montreal and a

member of the Board: La Laurentienne Gé&nérale, Royal Victoria Hospital, Marie

de France and Stanislas Colleges, Montreal and Corporatlion de l'ficole
Polytechnique. He holds eight honourary degrees.

He was the administrator during construction of Montreal's Olympic
Stadium and Alcan Aluminium at La Baile.

Bernard Lomarte est président et président directeur—général de
la compagnie Lavalin Ltée et président du Conseil d'administration de
compagnies subsidilaires. 11 est président du Muse des Beaux—Arts de Montréal
et membre du Conseil d'administration de La Laurentienne Générale, de
1'uépital Royal Victoria de Montréal, des colléges Marie-de-France et -
Stanislas de Montréal, et de la Corporation de 1l'ficole Polytechnique. Il a
recu huit honneurs académiques.

Tl a également fait fonction d'administrateur de multiples projets
d'envergure tels que le Stade olympique de Montr&al et 1'aluminerie Alcan 2 La
Baie.







4. Expos du Soug-ninistre asgocié

b1 La Conf8recnce des cadres

Mon premier devoir ce matin est de vous inviter 4 rendre hommage aux
organisateurs de notre conférence.

Le succds de cette conférence est un parfait exemple de ce travail
d'équipe dont tous nos conférenciers ont parlé. L'intendance a &té&’
remarquable. La préparation intellectuelle, 3 laquelle ont participé tous
les secteurs du minist@re, a &t& exceptionnelle. Tous nos invités ont
signalé la haute qualit@ de la -documentation prépar€e pour nous.

La journée d'hier a démontré& que les efforts investis dans la
préparation des ateliers ont donné d'excellents résultats. Le systéme vidéo
en place est discret mals, comme nous le verrons plus tard, fort efficace.
Nous en tirerons pour les mois @ venir des instruments indispensables de
mobilisation et de formation de l'emsemble du parsonnel de notre minist@re.

Back in mid-December, Harry Rogers and I asked for almost the
impossible: a first class, indeed a world-=class, Executive Conference for the
beginning of February. Our conference organizers delivered in little more
than five weeks. It was team work of the highest caliber.

Let us pay tribute to the team leader, our colleague, Dick Lane,
Director General of Planning, Coordination and Control in the Industry and
Technology Sector. :

Let us pay tribute to the senior managers, the officers, the v
secretaries, the technicians and other staff of ISTC who made this conference
possible.

Let us not forget the many more who are not with us but have been doing
double duty to free up our conference organizers. -

Et par leur entremise, mes chers colldgues, rendons hommage & tout le
personnel de notre ministére°

Let us pay tribute to the whole team of Industry, Science and
Technology Canada, to those minding the fort in Ottawa and in our regional
offices during our conference, all those on whose competence, dedication. and
resilience we, executives of this department, bet and bank and. rely every day
to bulild Canada's competitiveness.
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My second duty this afternoon is to inject into our deliberations our '
two subsidiary mandates.

Notre mission principale, bilen sfir, c'est le développement de
1'industrie, des sclences et de la technologie au Canada. Mails nous avons
deux autres missions: le développement &conomique autochtone et le
développement réglomnal au Québec et en Ontario.

Cette conférence, trds délibérément et.en consultation avec les cadres
du minist@re qui oeuvre dans lés secteurs autochtone et réglonal, a &té axée
sur notre mandat principal, sur la recherche des moyens pour l1l'industrie
canadienne d'affronter la concurrence internationale.

Il est, toutefols, important, que nous examinions bridvement quels sont
les rapports entre notre mandat principal et nos deux autres mandats.

Aboriginal economlic development

There are about 670,000 self-declared Aboriginal Canadians. Too many of
them live from cradle to grave in a state of soclal dependency. Every month
of every year, their plight affects our economic performance. Too many are
participating only marginally in the mainstream economy. Those with jobs
earn about two thirds of what other Canadians make. Only half as many"
Aboriginal people as other Canadians achieve grade 12 education.. : '

This situation imposes upon Canada enormous welfare costs - about half a
billion dollars a year alone, for Indians on reserves south of the 60th
parallel. It also involves a huge waste of human resources. And by adding
ultimately to the tax burden, it imevitably acts as a drag on our
international competitiveness.

I would not claim that Aboriginal economic development can directly
contribute much, in the short run, to Canada’s international economic "’
standing. But a strong case can be made that, every time we help an
Aboriginal Canadian become productive and achieve economlc self-reliance,
even with a significant subsidy, we reduce somewhat the fiscal drag on our
international competitiveness, and we upgrade the skills base of the Canadlan
economy.

Some of you may not bz fully aware of the work that has been done by
Tony Reynolds and hils group, over the past year, to renew the program
structure for Aboriginal economic development programming. So, I will
conclude with brief comments on the programming proposal being developed by
our department in conjunction with DIAND and CEIC.
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The key goal, of course, 1s economic self-reliance. In this regard, we
feel that the record of the past four years under NEDP and other programs
enables us to be a bit more ambitious. We have achieved an understanding
with DIAND and with CEIC which would provide for coordination of the three
departments' programs. We feel that we could do a better job with about the
same financial resources, in real terms, as in the past five years. ’

Support for enterprise development, resource development, Aboriginal
capital corporations - essentially small loan funds - and skills training
would remain the programming priorities. We would need a measure of support
from ISTC sector specialists for effective implementation of a number of
program elements. I am thinking, in particular, of the planned new emphasis
on joint ventures. )

Another fairly new feature is emerging in the proposed program
structure: focus to be placed on urban employment. Those of you who work in
Western Canada are well aware of the mounting problems of employability for
Aboriginal Canadians who have migrated to Western cities from rural areas and
are becoming urbanized. We think that problem has to be addressed. We will
attempt to do so in the years ahead.

Le développement r&gional

C'est la troisidme mission du minist@re: 1'élaboration et la mise en
oeuvre d'une politique de développement régional axée sur le Québec et
1'Ontario, soit les régions du pays ol se trouvent concentrées nos industries
- manufacturidres.

La particularit@ de notre approche en ce domaine est la relation tras
étroite, plus &troite encore que dans le cas de 1'Ouest et de 1'Atlantique,
qui doit nécessairement exister entre notre problématique de développement
régional et notre problématique de développement industriel.

A well-conceived regional development policy, pursued effectively in
these reglons as elsewhere in the country, can enhance significantly Canada's
international competitiveness. The inverse is also true: an ill-conceived:
reglional development policy, incoherently pursued, can neutralize. and even
detract from. policies and. programs fostering competitiveness.

Persistent regional disparities, like persistent under-development for
Aboriginal Canadians, ‘also generate significant welfare costs. An effective
regional development policy can therefore reduce the fiscal drag on our
competitiveness.

Finally - and this is often overlooked - an effective and credible
regional development policy can prevent a different kind of drag on our
competitiveness, a political drag. All of us can think of some questionable
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initlatives undertalken under sector policies, in the name of regional
development and in response to genulne economic distress in some
comrunities. The cost of these initlatives has often been high, in terms of
Canadian competitiveness, and their local economic impact disappointing.

A gound framework for reglomal development, in all parts of the country,
can do much to help preserve the Integrity and the orientations of our
"mainline” natlonal industry, science and technology development policies.

It can help sustain the hopes of communities affected by changing economlc
circumstances, at reasonable cost if it is done right, and thereby gives
baslc adjustment processes, market-based as well a policy-based, time to
worleo

But what,K are we talking about vhen we speak of "regional development"?
What 1s the economic reality on which regional development policy is
focusgsed? - ‘

AY

' It 18 essentlally a spatial vreality.

The economic policy “"universe" can perhaps best be viewed as covering
three broad categorles of policies: g
° framework ox horizontal policies, that apply universally, across the
national terriltory as a whole, to entlire groups of stakeholders -
"fivma", "firms doing R&D", “investors"”, "exporters"”, and so forth;

sectoral policies, which apply to "vertical wedges” of the national
economy, across the national territory as a whole (i.e. wherever the
“"gector” 18 to be found) but only to a sub-group of stakeholders -
"firms” in the forestry, or mlining, or aerospace or engineering services
sector; and . : :

gpatial policies, which either apply in a geographically differentiated

vay acrosg the national territory — our "economic space” - or focus on
certain veglons, sub-regions or communities to the exclusion of others.

By definition, regionmal development is a spatial policy. In some of its
manifestations, it may focus on the qualitative weaknesses of a regional
economys the high degree of speclalization in resource development of
Western Canada, which saddles it with "boom and bust" growth pattern and
therefore cyclical instability, for example, or the lack of clearly
identifled sectoral development "axes" of the Montréal economy. By and
large, however, the main operational focus of regional development policy is
quantitative veaknesses of particular areas: sgpatial economic disparities.
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"Mapping” Disparities

I would like to share with you the results of an analysis of regional
disparities in unemployment rates and earned income levels, completed a few
months ago by officer Domna Brown, under the supervision of Dan McDonald in
the Regional Development Secretariat of ISTC.

‘The purpose of this analysis was quite simple and straightforward: to
develop a "disparities map"” of Canada, providing a rough measure of relative .
needs for regional development support among the country's small areas.
Census divisions were the geographic umits chosen for comparison because of
their stability and relative homogeneity in size.

The analysis focussed on the two economic indicators most readily .
avallable and reliable, and least requiring qualitative interpretation.
Earned income (exclusive of most social transfers) rather than total
disposable income was used as the primary indicator because it provides a
better measure of local economic activity. Census divisions with earned
income per capita below 70 percent of the Canadian average were deemed to be
"deep disparity areas™; those with a per capita figure between 70 and 90
percent of the average were considered to be "moderate disparity areas”;
while those within 10 percentage points of the Canadian average were deemed
not to exhibit any disparity. ,

Let us look at the natlonal disgparities map thét emerges from this
analysis.

First, the good news. The analysis clearly disproves the widespread
perception that all or most of Canada exhibits disparities providing
objective justification for regional development support. -Over 68 percent of
Canadians lived in 1986 in census divisions with earned income per capita at
or above 907 of the Canadian average. Unsurprisingly, this comprised, the
population of all major metropolitan areas, including Montreal, Quebec City
and Halifax. :

The bad news is that about 10 percent of Canadians lived in deep
disparity areas, as defined. Again unsurprisingly, deep disparity areas were
found to be heavily concentrated in the Atlantic provinces, the outlying
regions of Quebec, and the northern reaches of Western Canada. Another 22
percent of Canadians lived in modest disparity areas, as defined.

Let us now look at the disparity map of Ontario and Quebec, the two
central provinces where ISTC has regional development responsibilities.




-0 =

The situation observed in Ontario merely confirms the economic
assessment which led our department, a year ago, to concentrate -its regional
development effort in the North of that province with FEDNOR. 1In 1986,
almost 92 percent of Ontarians lived in areas with earned -income per capita
above 90 percent of the Canadian average, and often well above that average
itself. Only 8 percent of the province's population lived in moderace
disparity areas, most of them in Northern Ontario, and only two census.
divisions were deemed to be deep disparity areas, one of them being
Manitoulin District, part of the territory covered by Aboriginal economic
development programming.

What other policy prescriptions can we draw from this map? In the
reglons of Ontario other than the North, what may be needed is not '
conventional regional development programming, but rather a kind of
preventive approach which would anticipate problems that may arise, as a -
result of broad economic conditions, in a number of smaller communities with
a highly speclalized; mature industrial structure, and- perhaps also highly
targetted initiatives to assist small pockets of rural poverty.

La situation observee au Québec est fort différente, et'contredic fon
1'impression pourtant fort répandue voulant que 1'&conomie québécoise ait en
quelque sorte rejoint celle de 1l'Ontario, ces dernidres années, en t&te du

peloton canadlen, et que ses besoins relatifs au titre du developpement
fégional goient désormais bien moindres qu'auparavant. :

En 1986, 13 pour=cenit des Québé&cois - 836,000 personnes, soient les
populations ré&unies du Nouveau-Brunswick et de 1*{1e~-du~Prince-Edouard -
vivaient dans des zones 3 forte disparit&; ol les conditions. &conomiques

n'étaient gulre meilleures que dans les coins ‘les moins prospéres des
provinces atlantiques. Nous savons tous quelles sont ces zones québ&colses 3
forte disparit@ - 31 au total: la Gaspésie, le Bas-Saint-Laurent, mais aussi
Charlevoix et le Lac Saint~Jean, plusieurs zones centrales comme Lotbiniére,
Yamaska et Comptou, et des zones plus 3 1l'ouest comme Pontiac et Labelle.

L'analyse confirme le caractdre dualiste de 1'&conomie québécoise, qui a
conduit le ministdre 3 amorcer la restructuration de notre effort de - -
développement régional au Québec par la reconnaissance, dans la nouvélle
Entente signée en juin dernier avec le Québec, des besoins prioritailres des
régions dites "de ressources” en regard de ceux des régions dites
“"centrales". Toutefols, ces régions centrales, le coeur du Québec
industriel; tirent encore de 1l'aile - et par une forte marge - relativement
au sud-ouest ontarien. Si 56 pour-cent des Québ&cois vivailent en 1986 dans
des zones prospdres comme Montr&al, Québec et Hull, od les revenus gagnés par
habitant dépassailent le seull de disparité& retenu par hypothé&se, un autre
31 pour—cent = 2 millions de personnes ~ se trouvaient dans des zones 3
disparité modérée.
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Nos priorités

Ce bref sufvol devrait nous aider 3 définir nos priorités de’
développement régional pour l'année 3 venir.

L'année qui vient de s'@couler a &t& une année difficile pour le' Secteur
de développement régional du ministdre. Ce n'est pas aux gens de Montréal ou
de Sault Sainte=Marie que je 1l'apprendrai.

La gestion du PDIR, dans les mois qui ont précédé et suivi la fermeture
du guichet, les efforts requis pour concevoir notre nouvelle organisation,
définir nos nouvelles orientations et aussi notre nouveau mode de
fonctionnement, tant du c6té industriel que régional, ont fait de 1988 une
période ou nous nous sommes cherchés, mals aussi une année ol nous avons
beaucoup travalllé et nettement progressé.

Les réalisations principales = et elles sont de taille comme vous le
savez - ce sont FEDNOR, PRIEM et la nouvelle Entente sur le développement des
régions, qui ont restructuré l'espace de développement régional au Québec et
en Ontario, et modul@ notre cadre d'intervention tant au chapitre des
ingtrumenis que des moyens financiers.

Cette nouvelle approche, nous avons réussie 3 la "vendre" au
gouvernement du Québec, qui lui-m&me avait fait son cheminement ces derni2res
années et &tait passé d'une vision presque exclusivement sectorielle du : ‘
territoire &conomique qué&bé&cols 3 une perspective reconnaissant la ré&alité
des différences r&gionales.

Enfin, mise en place d'un cadre d'intervention qui, ceux d'entre vous
qui 1l'ont lue, cette nouvelle entente, le sauront déj3, a commencé 3 adapter
la programmation f&dérale de développement régional au Québec aux nouvelles
orientations du minist&re. Vous y trouverez bien plus souvent que dans tout
autre document touchant le développement régional, par exemple, des
références 2 la technologie, au développement technologique, 3 la
productivité manufacturidre.

En somme, nous avons fait, pendant cette année difficile, un pas de
géant, malgré les difficultés de parcours.

Mails quel est le "menu", coume dirait Harry Rogers, qui s'offre 2 nous
pour la nouvelle année? Quelles doivent &tre nos priorités?

Premigrement, il nous faut poursuivre 1'investissement intellectuel
amorcé& pour mlieux cerner l'objectif central de notre activité, pour en
arriver @ une définition opérationnelle de la politique de développement
régional. Nous devons notamment renoncer une fois pour toutes, aux
définitions trop globalisantes du développement régional.
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If regional development policy seeks to be everything, it will end up
being nothing - we will constantly be second-guessing sector policy
speclalists or, framework policy specialists. There has to be something
specific to regional development, something that excludes some economic
policy dimensions.

Nous devons donc travailler 3 r&habiliter la politique de développement
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