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II 

• 1 

I .  

INTRODUCTION AND SUMMARY 

A. INTRODUCTION 

The Department of Industry, Trade and Commerce retained 
Stevenson iSz Kellogg, Ltd., to study the construction equipment 
manufacturing industry in Canada. The purpose of the study being: 

1. 	To evaluate: 

Current situation' in the industry 

Range of products made 

Canadian content of those products 

2. 	To examine: 

Parental policy constraints on sub- . 
sidiaries of  13. S. Corporations 

The impact of the Machinery Tariff 
Program on production in Canada 

3. 	To assess: 

The possibility  of  rationalization of 
the industry along the lines of the 
Canada/U.S. automotive trade 
agreement 

4. 	To  analyze: 

The adequacy of the industry's present 
facilities and equipment to meet future 
market demands 
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5. 	To determine: 

How the industry can increase the 
Canadian content of its output 

How the Department of Industry, 
Trade and Commerce can encourage 
the growth of the industry 

We interviewed presidents and executives in sales, manufacturing, 
purchasing and engineering. We talked to all 25 of the companies on 
the list you supplied and visited the plants of all but 3 of them (see 
Appendix A). In our talks we covered their: 

1. Degree of autonomy with regard to: 

Return on investment stipulations 

COnstraints on sourcing parts 

Costing practices 

Marketing 

Exporting from Canada 

2. Product lines 

3. Growth potential for: 

• Canadian sales 

• Sales abroad 

Increasing Canadian content of 
their products 

4. 	Views on the effects of tariff  changes on 
Canadian operations 
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5. 	Views on possible  rationalization along 
the lines of the Canada/U.S. auto pact 

A copy of the interview format used is shown as Appendix B. 

All 25 companies were asked to complete a survey form giving 
details of: 

• Yearly sales 1959 to 1969 

• Sales by product for 1969 

• Investment in land, buildings and 
equipment 

• Research and Development spending 
for the years 1966 through to 1969 

• Major purchasing sources and items 
bought 

• Number of employees in 1969 

Most companies were frank in their discussions and gave us the 
detail requested. One or two were reluctant to complete the form and 
supplied only sketchy information. 

A copy of the survey form is shown as Appendix C. 

This report presents our findings and recommendations for action 
by the Department of Industry, Trade and Commerce. 

During the course of our study we received help from the staff 
of the Department of Industry, Trade and Commerce. In particular 
we benefited from the experience of Mr. J. J. McKennirey, 
Director, Machinery Branch, and Mr. J. G. Carson, Industrial 
Development Officer, Mechanical Transport Branch, the project 
officer with whom we worked very closely.. Our thanks to both of them 
for their assistance. 
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B. SUMMARY 

1. Canadian manufacturers produce $150 million worth 
of construction equipment yearly,  for the domestic 
market. This represents approximately one quarter 
of the total market. 

We interviewed 25 companies, 18 of them being 
subsidiaries of U.S. corporations who tend to 
dominate the market, with their b .rand names and 
spill-,over advertising in trade magazines. The 
degree of freedom to manage the subsidiary varies 
widely. This is reflected in the calibre of the 
management personnel. 

Canadian companies operating without the back up 
of expensive R (St D programs and tooling aids from 
a parent company are, through product specializa-
tion, quite successful. 

Global or non-national firms capitalize on their wide-
spread operations to provide maximum return regard-
less of national policies. 

2. Protective tariffs introduced in 1959 provided the 
necessary incentive for the growth of the industry in 
Canada. 

The industry is characterized by a number of plants 
of sub-optimal size, making many of the same 
products. Compounding this situation further is the 
subsidiary who has a choice to'make: will he produce 
the full product line of his parent, or will he make one 
product  or one model ? Because of tariff protection he 
usually-  ends up making a wide range of products and 
models, which lead to short production runs. This 
in turn ihcreases costs. This tendency Of the tariff 
to limit the degree of specialization by firms appears 
to be  au important  factor adversely affecting manu-
facturing efficiency in Canada. 
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3. 	Canadian content, estimated to be 50% of cost of sales, 
is determined by three factors: economic, company 
policy and government policy. 

(a) 	Economic factors  include: 

Overall size of the market precludes 
manufacture of major items, such as 
engines, in Canada 

The number of manufacturers and 
products makes sourcing of many com-
ponents in Canada impractical due to lack 
of volume 

Equipment is mainly developed and 
designed in the U.S. around available 
U.S. components 

The amortization of tooling and equipment 
costs over relatively few units makes end 
prices prohibitive 

(b) Company policy largely determined by the 
parent considers: 

Best corporate return 

Balance of payment stipulations 

Absorption of corporate overhead 
in component sourcing 

(c) Government policy can affect Canadian 
content, favourably or adversely, by: 

Maintaining tariff protection 

Applying  anti  -dumping regulations 
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Invoking countervailing duties 

Keeping a close watch on fraudulent 
importing 

ExaMination of non-tariff barriers 
to trade 

Disallowing extension of foreign 
laws into Canada 

Promoting existing aid-to-industry 
programs 

4. In a climate of progressively reducing tariffs consider-
able initiative on the part of industry is necessary if 
the latent capabilities of the plants are to be put to use 
to increase Canadian output. Managerial skills need 
to be sharpened; equipment and manufacturing methods 
need to be updated. 

5. Government's opportunity to promote continued growth 
of the industry lies in providing a freely competitive 
climate. Protectionist meas,ures may still be necessary, 
though, depending cn whether agreements can be reached 
with trading partners on current trading practices. 

Many options are open to government: 

Actively promote available 
assistance programs, PAIT, GAAP 

Continue progressive tariff reduc-
tions 

Establish management development 
programs 

Encourage and assist merger of firms 

STEVENSON &KELLOGO,LTD. 



6. Faced with reduced tariff protection, the construction 
equipment industry, if it is to remain alive and con-
tinue to grow, must reduce its wide range of products 
and go in for longer production runs at lower unit cost. 
This will be necessary in order to compete in today's 
domestic and export markets. 

7. We believe that international rationalization of the 
industry, along the lines of the Canada/U.S. automotive 
trade agreement, would be premature at this time. 
The Canadian firms need to be bigger and stronger, and 
Canadian content higher, before such a change is 
seriously considered. The industry lacks the degree of 
homogeneity in product characteristics that could lend 
itseli to rationalization.' Moreover, many of the firms are 

• actively involved in other lines and other markets. Thus 
both the ,historical factors and the nature of the companies 
suggest that some other form of development policy might 
be more appropriate for the next few years. 

-7  
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II  

CONSTRAINTS ON: CANADIAN -CONTENT  

A: STRUCTURE  OF  CANADIAN - CONSTRUCTION 
EQUIPMENT INDUSTRY  

The construction equipment industry in Canada, with sales in 1967 

of $574 million, is among the leaders in the fabricated metal products 
field. About one quarter of these sales are manufactured in Canada, 
with an average overall Canadian content of 50%, the balance of the 
products and parts being brought in fr.om  abroad, mostly from the U.S. 

The present structure of the industry has been markedly affected 
by the protective tariff of 22.1/2% introduced in 1959. Of the 25 firms 
interviewed, 18 are subsidiaries of U.S. companies. Prior to 1959 
most of these 18 were importing their line of equipment from the States. 

1. U. S.  subsidiaries dominate the industry, with a wide 
range in their degree of autonomy. Of those companies 
interviewed, the ones set up as a profit centre, in their 
own right had the authority to make their own decisions 
and to accept the responsibility for them. Tight parental 
control is maintained over others in the group. 

The calibre of the top management people reflects this 
. variance in head office control. 

The autonomous, decentralized companies are headed up 
by aggressive entrepreneurial people, both Canadian and 
American. 

Managers of the tightly controlled companies, while com-
petent at the level of activity required of them, lack' the 
initiative to recognize and actively look for growth oppor-
tunities for their organization. 

This situation has a major effect on the Canadian content 
of the items produced. 	 • 

2. Canadian companies tend to be smaller and less well 
equipped than their  U. S.  competitors. There is 

\ 
•• 
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Region  NuMber of Plant  

usually one man responsible for their relative success. 
A tendency to specialize in their equipment has led to 
their success in getting a large (33%) share of the 
market for their products. Most of them have received 
offers for their companies from U.S. interests. 

3. 	Global or non-national companies with their widespread 
operations use tariffs, trading regulations and govern-
ment help to provide  the corporation with the highest 
return. By virtue of this flexibility they have tended 
to rationalize their production to some degree, creating 
longer production runs, thus increasing productivity. 

Of the 25 plants surveyed, 18 are located in Ontario. See 
Table 1 for the location of the plants. 

TABLE - 1 

LOCATION OF THE-  2.  5 PLANTS 

•  Atlantic Provinces 

Quebec 	 4 

Ontario 	 • 	18 

Prairie Provinces 	 1 

British Columbia 	 2 

B. ACTIVITY  OF CANADIAN CONSTRUCTION  
EQUIPMENT  INDUSTRY  

The 1959 tariff changes from 7.1/2% to 22.1/2% provided the 

incentive for a number of U.S. plants to build facilities in Canada. 

-9  
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Front end loaders, for instance, were not manufactured in Canada up to 
that time. In 1968 sales of front end loaders amounted to $29.8 million 
and now, in 1970, there are five manufacturers of this item. Typically 
there are now three to seven manufacturers of items used in .-the con- 
struction industry. In a number of cases the equipment is a sideline of 
their main products. 

Canada's trade imbalance in construction machinery has declined 
over the past years, in 1968 it stood at $216.7 million. Exports have 
grown from $33.5 million in 1964 to $94.0 million in 1968. 

The introduction of the Machinery Tariff Program, together with 
the changes brought about by the Kennedy round, have had widely 

• divergent effects on the industry. 

The well managed autonomous companies took 
these changes in stride and to varying degrees 
rationalized their North Arne rican operations 

Cutbacks of up to 50% in Canadian manufaeturing 
activity was the answer of other companies to the 
more recent tariff changes 

.The U.S. companies manufacture a wide variety of products, with 
many models of those products. They make basically the same equip-
ment as their parent company, therefore there is little design, 
engineering or research and development done by them in Canada. 

Canadian content varies widely, from a high of around 85% to a 
low of 25%. Content is highest where management has actively 
sought out and established Canadian suppliers sometimes having to 
accept modification of components and lowest where the operation 
consists of assembly work only. 

• 
The Canadian companies, on the other band, have relatively small 

and specialized product lines, with high Canadian content. 

Both Canadian and U. S.  companies tend to import the drive chain 
for their equipment, i.e. engines and transmission. 'These are major 
cost items and as such will prevent the possibility of 100% Canadian 
content for many years to come. 

- 10 - 
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Item • Number of Companies  

III 

BASIC ECONOMIC DETERMINANT' S C,1..CAN-ÀDIAN CONTENT 

A.. NUMBER.  OF MANUFACTURER:S..  

The major U.S. manufacturers of construction equipment all 
have plants in Canada. In spite of the large number of firms producing 
items for the same end use, see Table 2, there have been only two 
instances where domestic competition has reduced the number of 
companies producing any one product. The economies of long pro-
duction runs therefore do not exist. Preference seems to be held for 
marginal profits rather than share of the market. 

TABLE  .2 

• DUPLICATION' OF PRODUCT  MANUFACTURE  

Front end loaders 	 7 
Off highway trucks 	 3 
Motor graders 	 7 
Power shovels 	 5 
Logging equipment 	 . 3 
Air compressors 	 4 
Concrete mixer trucks 	 3 
Cranes and hoes 	 7 
Fork lift trucks 	 5 
Batching and mixing plants 	 3 
Asphalt spreaders and rollers 	 2 
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B: SIZE OF MARKET 

The Canadian market for construction equipment in 1969 was about 

$600 million, or one-eighth that of the U.S., yet this market is served 
by approximately the same number of suppliers. Of this $600 million 
market, some is beyond Canadian manufacturing capabilities. 

Very large equipment is precluded by virtue of: 

(a) too few units required 

'( D). plant and equipment capabilities 

(c) engineering (design) 

(d) tooling and equipment costs 

Components such as engines, even if standardized 
and produced by one supplier, could not be 
justified 

We estimate that 35% of the market is not within our reach. 

C. • PRODUCT RANGE  

A wide range of models of each product is made in Canada, 
further fragmenting a market already small in total volume. 
This range is due to the tariff protection that still remains. The 
number of competing products precludes the Canadian manufacture 
of many of the component parts. For instance, although much of the 
equipment made will perform the same task, the design of components 
is different, the aim being to provide "selling points". Consequently, 
although there may be a Canadian manufacturer of hydraulic cylinders 
and pumps, air filters, radiators and castings, the volume offered to 
him is such that he cannot, due to short runs, supply the item at a 
price competitive with the parent company's supplier. 

- 12 - 
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D. RESEARCH & DEVELOPMENT ACTIVITY 

Over the past four years, the 25 firms surveyed have spent less 
than $2 million between them on Research and Development for their 
industry. 

With the odd exception, there is little or no research and develop-
ment carried on by the  U. S.  subsidiaries in Canada. 

The spillover of brand name advertising into Canada in U.S.- 
published trade magazines creates a demand for the same equipment 
for Canadian end use. Thus any truly Canadian products are virtually 
non-existent and Canadian content minimal. 

Some of the Canadian companies interviewed had adverse comments 
on the Program for the Advancement of Industrial Technology (PAIT). 
The general opinion seemed to be that this was available only to the 
larger firms. One company with an active development program, which 
they felt met all the requirements for government support, was 
"brushed off in the usual bureaucratic way" when they asked for help. 

E. CAPITAL INVESTMENT 

Few of the companies interviewed were planning expansion or major 
equipment purchases in the near future. The reason given was poor 
return on investment. Most of those talked to owned their buildings, 
one or two leased them. Investment in equipment is quite high, although 
some of it is dated. Most companies have relatively high stakes in 
Canada, and are looking for production growth. Others, assembly 
orkented, do not have the investment as demonstrated by the repatria-
tion to the  U. S. of products manufactured in Canada prior to the 
Kennedy round. 

Expensive tooling, which has to be amortized over a small 

number of units, is not a sound investment and has its affect on 
Canadian content. 

- 13 - 
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F. DISTRIBUTOR FINANCING  

In addition to manufacturing most companies are in the finance 
business. Heavy financing of distributors and customers is part and 
parcel of the equipment industry„ 

The profit squeeze in the construction industry coupled with the 
recent general capital shortage has had a major effect on the market 
place - a market place which has always been highly competitive. 

The result has been to encourage a myriad of financing plans; 
all highly complicated; all highly expensive; all increasing the 
manufacturers costs. 

Examples are: 

• Floor plans for dealers 

• Contingent sales to dealers 

o Consignment spare parts inventories - dealers and users 

• Complicated leasing arrangements with users 

Although there is some evidence that such programs are on the 
wane their effect on profit (and, therefore, on healthy growth) has 
been adverse. 

- 14 - 

STEVENSON &KELLOGO,LTD. 



IV 

POLICIES AFFECTING .CANADI-A. N.  CONTENT 

A. GOVERNMENT POLICIES 

Canadian import tariff policies have been responsible 
for the growth of the industry to its present level. 
Four of the twenty-five companies interviewed 
established plants in Canada in the 1960's, others 
expanded their facilities to include the making of 
construction equipment. Continued tariff pro-
tection may give rise to further domestic growth, 
probably with the following side effects: 

Increased consumer prices leading 
eventually to outspoken resistance, 
such as with the farmers and their 
tractors 

Exclusion from world markets by 
virtue of price 

Further fragmentation of domestic 
market by entry of more manu-
facturers 

2. 	The new anti-dumping procedures came in for 
much criticism; especially involved are air 
compressors and small asphalt rollers. The 
onus is on the manufacturers to prove "injury". 
They cannot validate their complaints, not 
having access to import documents or bills 
of sale. The manufacturers felt government 
was in a far better position to require the 
documents to be produced. 

- 15 - 
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3. Low cost concessional financing by the home 
country of the exporter has a detrimental 
affect on the domestic producers' output. 

4. Other barriers to the expansion of Canadian 
manufacture exist in many forms: 

Projects in Canada financed with 
foreign capital. Such financing 
usually has strings attached re-
quiring the monies be spent “at 
home" 

State laws precluding the use on 
State financed projects of equip-
ment that has not been "approved" 
by a mandacturers' .  association. 
Attempts by a Canadian company 
to become a member of this 
association have been unsuccess-
ful 

5. The extension of foreign laws and policies through 
multi  -national subsidiaries: . 

The U.S. Trading with the Enemy 
Act limits the potential eXport 
market of the Canadian manufac-
turer 

U.S. balance of payment guidelines 
and controls affect the importing and 
exporting behaviour of U.S. sub-
sidiaries 

6. Existing programs to help the growth and expan-
sion of industry in Canada, such as: 

General Adjustment Assistance 
Program - GAAP 

- 16 - 
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1 

Program for Advancement of 
Industrial Technology - PAIT 

Export Development Corporation - EDC 

These programs were discussed with those interviewed and state-
ments such as - "they're not interested in helping the company with just 
a small export order", "my customer can't wait two months for an 
answer'', "the red tape is unbelievable f.', were typical comments. 

B. INDUSTRY POLICIES 

1. 	Only one of the 18 U.S. subsidiary plants is 
allowed an opportunity to compete freely for 
world export business. Close parental con-
trol of export\  sales is exerted over the sub-
sidiary. All export orders, and this includes 
imports to Canada, are handled by an inter-
national sales division of the  U. S. parent. 
This division then places the order with one 
of its manufacturing plants based on a number 
of criteria: 

U.S. balance of payment guidelines 

Turns it down - Trading with the Enemy 

Best corporate return 

To Canada if Canadfan funds are 
involved, or there are advantages 
in doing so 

Delivery dates 

On this basis most of those talked to felt there was 
little chance of growth for their exports. 

- 17 - 

STEVENSON &KELLOGO,LTD. 



2. 	Not all companies were allowed by their head 
office to buy Canadian components, even if they 
were cheaper. They had to be cheaper plus, 
based on a formula which takes into acCount 
absorption of the producing division's over-
head. For the most part the subsidiaries were 
free'to buy Canadian if it was economic to do so. 
The insistance that the parts be identical in 
design to the U.S. ones hampers the subsidiary 
and reduces the potential for Canadian content. 

18 - 
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V 
. 	 _ 

• INDUSTRY CAPABILITY IN PRESENT ENVIRONMENT 

A. MANAGEMENT CAPABILITIES 

To successfully manage a company in an industry where there are 
too many firms, making too many products, extremely talented people 
are required. In our look at the industry we found, with a few 
exceptions, that the aggressive entrepreneurial manager is conspicuous 

by his absence, especially in the case of some of the U.S. subsidiaries. 

To illustrate this, only five of the companies interviewed have 
any form of an Industrial Engineering Program, that is time standards 
or methods analysis. Seven only have a formal program of "sourcing" 
analysis, such as a value analysis or a "make or buy" team. Few of 
the companies with a built-in opportunity for comparing their costs 
with those of their parent bother to do so. This adds up to low 
productivity leading to high costs and lack of competitiveness. 

The policies of the U.S. companies in staffing their Canadian 
operation vary widely. 

Some hire local personnel and keep a tight 
rein on them allowing little authority or 
responsibility 

In other cases those who have not made a 
go of it in the U.S. are sent to Canada. 

The use of the Canadian operation as a 
training ground for those on the way up 
is also a practice. 

Of the three, the training ground approach is probably the best from a 
Canadian point of view, but the danger of the rotating executive leaving 
a void on his promotion is very real. 
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The calibre of the management staff of some of the companies 
is further characterized by: 

A lack of knowledge and/or use of existing 
government programs 

A lack of awareness of the existance of 
their own trade association, MEMAC 

Not knowing that certain of their 
components are available from Canadian 
sour'ces at competitive prices 

Lack of aggression in the market place; 
a number were most unhappy with their 
distribution but none had plans to change 
the situation 

The seriousness of this situation is demonstrated by the cutback 
in Canadian production by the companies with the type of management 
described above, following the reduction in tariffs after the Kennedy 
round. 

B. MANUFACTURING CAPABILITIES. 

The buildings and equipment of the 22 plants visited varied from 
excellent to barely adequate. A number of the companies were housed 
in new buildings with high ceilings, clear floor space (few pillars), 
enclosed railroad siding and shipping docks. Others were made up 
of a conglomerate of older buildings. 

1. Two or three companies had tape controlled 
machine tools but the majority had received 
cast-off equipment from their parent 
divisions. 

2. Outdated welding technology was in use in 
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some instances, welding rods being used 
on a wire application. 

3. 	Plant and workplace layouts with built-in 
material handling problems were prevalent 
in most plants. 

PÈesent output capacities were discussed at each plant and, in 
spite of the above,  we  feel that given no changes other than increased 
sales, output could probably be increased by one-third in total. 
With improved layout, up to date equipment, technology and methods, 
proper planning and control, a further increase in output could be 
achieved. 

- 21 - 
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VI 
. 	. 

CONCLUSIONS 

The complexity of the *problem of promoting growth of output of 
the Canadian construction equipment industry, both for the domestic 
market and export, cannot be solved by government or industry 
independently. 

1. The industry is made up of plants of sub-
optimal size, attempting to produce a wide 
range of products. Short production runs and 
frequent model changeovers make for a costly 
and inefficient operation protected by tariffs. 

2. Subsidiaries are not free to make decisions 
in their own best interests and certainly not 
free to make decisions in the best interests 
of the Canadian economy. 

à. 	With exceptions present management is ill- 
equipped to tackle the problem. Is the calibre 
of the people a product of the lack of autonomy 
in the positions held? Or has a lack of entre-
preneurial, aggressive talent brought about 
the centralization of control? In either case, 
the answer lies with the industry: 

Make the jobs more challenging with 
opportunities to use initiative 

Train and develop better managers 

4. 	Government has many programs with good 
potential for assisting industry, but they are 
not as beneficial as they might be, because: 

- 22 - 
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Many managements are not aware of • 	
their existence 

Export Development Corporation appears 
to be only interested in major export sales 

Grants under the Department of Regional 
Economic Expansion have been made without 
regard to other additional advantages they might 
provide for the growth of existing industries 

5. Fraudulent im.porting has taken place in the past, 
where the size of the equipment rather than the 
type has been the criteria for applying or not 
applying duty. 

6. A certain amount of dumping appears to be taking 
place both in the form of concessional financing 
and in selling at prices lower than those charged 
in the country of origin. 
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VII 

RECOMMENDATIONS- 

A. OPTIONS OPEN TO GOVERNMENT 

Government's responsibility in promoting the growth of industry 
lies in providing a climate devoid of unfair trading practices. 

It can by multi-lateral agreement with its 
trading partners put a stop to concessional 
financing when industrialized nations are 
involved 

It could go into concessional financing of 
exports by using E.D.C. to subsidize 
exports. We do not feel this to be a 
satisfactory alternative since the point 
could be reached where we would only 
be selling abroad 

Countervailing duties could be invoked 
where dumping is proven 

"Buy Canadian" strings should be attached 
to grants made under the Regional 
Economic Expansion plan. The federal 
government would do well to set an example 
for provincial governments with similar 
programs 

Attention should be focused on the many non-
tariff barriers that obstruct free trade. The 
objectives of the Kennedy round talks cannot 
come into being while current barriers 
exist 
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A close watch must be maintained where size 
of equipment is the criteria for. duty-free-
entry. 

Solutions must be found to the problem of the extension of  U. S, 
 laws and policies into Canada. 

Where  U. S.  balance of payment guidelines are 
affecting the behaviour of subsidiary com.panies, 
countervailing rules could be introduced. 

The E. D. C. could be used to ensure that orders 
for Communist countries are filled, providing 
that they conform to Canadian law 

The majority of the above are protectionist or negative actions. 
There are many positive approaches that government can take. 

Make known to industry the program.s that  are 
available for their assistance, the General 
.Adjustment Assistance Program, and the 
Program for the Advancement of Industrial 
Technology in particular. Elimination of some 
ti red tape" would be helpful. 

Incorporate a means of providing the smaller 
companies with more assistance. 

Speed up processing of requests for export 
financing 

Further progressive -tariff reductions thus 
promoting more vigorous competition in the 
industry. Leading eventually to rationaliza-
tion. 

Encourage the use of the General Adjustment 
Assistance Program, especially in the area 
of management training and development 
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Assist in the possible merger of sub-optimal 
producers 

Make the industry aware of new and developing 
Canadiari sources for their components 

Establish a form of import credits that would, 
based on the volume exported, allow the 
producer relief from duty on some of his 
component imports 
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B: OPTIONS OPEN TO INDUSTRY 

The construction equipment industry in Canada has grown in ipast 
years with the aid of tari ff  protection. Its future task is to continue 
to grow without this protection. This will require changes in thinking 
and in policies of the natûre shown below: 

Retain the bes t available people for top Canadian 
management, people with initiative and capable 
of making big decisions 

Decentralize the control of the U.S. subsidiary 

Introduce modern management techniques, 
including: 

(a) production planning 

(b) cost controls 

(c) methods improvement 

(d) time standards 

(e) operator training 

Rationalize or Specialize product lines 
dropping unprofitable products 

Standardize components industry-wide 

Really seek out and establish reliable 
Canadian suppliers 

Establish export markets 

Introduce real competition to the 
market place 

Action along these lines would undoubtedly see some companies 
go under. This may be necessary if the industry ,  is to remain viable. 
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APPENDIX A  

Companies Interviewed 
Su.rveys returned _ 

Plants Visited 	To - Date 

Allis -Chalmers, Rumely Ltd. 

B.L.H. Bertram Ltd. 

Barber-Greene Canada Ltd. 

Bucyrus-Erie Company of Canada Ltd. 

Canadian Ingersol Rand Company Ltd. 

Caterpillar of Canada'  

Clark Equipment of Canada Ltd. 

Dominion Engineering Works L,td. 

The Dominion Road Machinery Co. Ltd. 

Eaton Yale & Towne Inc. 

Forano Ltd. 

Gardner-Denver Co. (Canada) Ltd. 

General Motors of Canada Ltd. 

Heede International Ltd. 

International Harvester Co. 
of Canada Ltd. 

Jaeger Machine Co. of Canada Ltd. 

John Deere Limited 
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• 	Surveys returned .  
'Companies Interviewed 	 Plants Visited 	to 	Date 

Koehring-Waterous Ltd. 

Link-Belt Speeder (Canada) Ltd. 

London Concrete Machinery Division 

Monashee Manufacturing s  
Corporation Limited 

Pavemaster of Canada Ltd. 

Rex Chainbelt (Canada) Ltd. 

Richardson Road Machinery 

Wabco Equipment Canada Ltd. 
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Name Position 

APPENDIX B 

CONSTRUCTION EQUIPMENT 

MANUFACTURING SURVEY  

INTERVIEW FORMAT 

1 0 	Name and Address of Company 

20 	Chief Executive 

Persons interviewed: 

4. 	Is your company a subsidiary? - if yes, Name and 
address of parent company. 

5 , 	Corporate Policy 

Degree of freedom to make decisions on: 

a) 	Capital Expenditures - re manufacturing 
expansion 

b) Purchasing - designated sources - make 
or buy - reciprocity 

c) Sales Promotion - advertising 

d) Research 

e) Engineering support 

f) Export Sales 
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A. 	SALES: 

To Canadian end users 

a) 	Products 	Quantity 	Value 	Canadian Content 

b) 	Marketing methods: 

L Dealerships 
ii. Sales representatives 

iii. Territories (Geographic) 
Promotional material 

v. Advertising 

Sales problems (what is holding you back from  
increasing sales) 

Share of market 

	

IL 	Competition 
Research 

' 	• Engineering 
v. Manufacturing 
vi. Tariffs 

vii. Financial (budgetary limits) 
viii. Availability (delivery) 

( 

B-2 

STEVENSON &KELLOGG,LTD. 



Export 

a) Products 	Quantity 	Value 	Canadian Content 

b) Marketing methods 

Dealerships 
Overseas representativies 
Selection of Areas 

iv. 	Promotion 	- self 
- government agency 
- industry consortium 
- trade shows 

Sales problems: 

1. 	Tariffs 
iL 	Competition 

Financial 

B o  1VIANUFA C TURIN G 

Dom.estic & Export 

a) Products Quantity Value Canadian Content 
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B. MANUFACTURING (Conttd)  

Domestic & Export 

• b) 	Purchasing 

i. 	Sources 

Names of Major Can.adian Suppliers and Products 

Name 	 Parts Supplied 	 .$ Value (1968)  

Names of Major Suppliers other than Canadian 

Name 

U. S. 

Parts Supplied 	 'S Value (1968)  

Other 

In your opinion, what other components of the units manufactured 
in Canada could be sourced in Canada. 
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B. MANUFACTURING 

Domestic (Si Export (Cont'd) 

c) 	Capabilities 

• % of potential capacity - existing facilities. 
expansion in present location 
financial - capital expenditure 

iv. engineeririg 	a) Industrial 
b) Research (Project) 

v. assembly only 
vi, 	value analysis (make or by, and from what source) 

d) 	Service 

• Parts inventories 
a) on consignment 
b) purchased outright 
c) dealership or self 

e) 	Problems 

• Volume 
Lack of parts sources 
Financing 

iv. 	Tariffs 

f) 	Plant tour - comments 
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C. GENERA L 

There have been two changes in tariff policy 

a) 1959 Budget - duty raised from 7.1/2% to 
22. 1/2% 

b) Kennedy Round Machinery tariff 15% if 
available in Canada, individual examination 
if not. 

How has this affected 

a) Sales 

j. 	Domestic 
Export 

b) Development of manufacturing facilities 

(if available figures immediately prior to and following 
these changes would be useful). 

What are your opinions regarding rationalizing production 
between Canada and the United States, i. e. specializing 
in certain products in Canada for sale in the  U 0  S.  and 
other parts of the world. 
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Position Information Compiled by: 

Address : Phone 

ii) Buildings 

i) Land 

ii) Buildings 

iii) Machinery & Equipment 

STAFF 

APPENDIX C 

CONSTRUCTION EQUIPMENT MANUFACTURERS SURVEY 

Company Name 

INVESTMENTS: 1969 

i) Land 

SW.) Machinery & Equipment 

CAPITAL  EXPENDITURES ($ M) 
A ctual 

.. 	 , 	Budget  

1966 	1967 	1968 	1969 	1970 

• 

Number of Employees 

Number of Production Workers 

Number of Office Workers 
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ANNUAL SALES VOLUME: CANADIAN & EXPORT (Approx. $) 

Canadian 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 (Budget) 

1970 (Budget) 

Export  
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SALES VALUE OF MANUFACTURED IN CANADA UNITS 

Export Canadian 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 (Budget) 

1970 (Budget) 

RESEARCH & DEVELOPMENT SPENDING (In Canada) 

1966 

1967 

1968 

1969 
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PURCHASING SOURCES 

Annual 
Name 	 Parts supplied 	$ Value  

Canadian 

U, S0  

Other 

C-4 

STEVENSON & KELLOGG,LTD. 



PRODUCTION - 1968 

, PRODUCT 
% CANADIAN 

UNITS 	$ VA LUE 	 CONTENT  
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IMPORTS - 1968 
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SA LES - 1968  
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