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THE AUTOMOTIVE COMPETITIVENESS REVIEW 

OREWORD 

Canada is a competitive location for automotive production. It is important to ensure that the Canadian business environment 

continues to support the growth of the automotive industry, and remains conducive to investment. To this end, Industry Canada, 

together with other government departments, and in full consultation with industry stakeholders, has carried out a comprehensive 

Automotive Competitiveness Review (ACR) of elements that could have a potential impact on the future of the Canadian 

automotive industry. 

The Automotive Competitiveness Review covers all subsectors of the Canadian automotive industry: heavy-duty and light-duty 

vehicle assembly; bus assembly; original equipment and aftermarket parts manufacturing; retail; and aftermarket distribution. 

This document lists all the issues as presented by the automotive industry.' Issues that fall under the federal 
government's responsibility have been reviewed by the responsible departments, whose comments are included 
in this report. Issues that fall under provincial jurisdiction have been forwarded to the provincial governments concerned. 

Many of the issues identified do not lend themselves to a quick solution. In all cases, they are already being discussed with 

appropriate departments of the federal government, and a process has been established to analyse each issue and determine 

the best course of action. However, there is a need to monitor progress at the sectoral level. Continued partnership between 

government and industry is critical if mutually satisfactory solutions are to be developed. 

A full report of the ACR is given in the document The Automotive Competitiveness Review: A Report on the Canadian Automotive 
Industry, which is available electronically on the Industry Canada Strategis Web site at: http://strategis.ic.gc.ca/autoe  

1 The industry issues and proposals are taken from a report prepared for the Automotive Advisory Committee (AAC) Executives by the AAC Sector Competitiveness 
Framework (SCF) Working Group. 
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TECHNOLOGY DEVELOPMENT ASSISTANCE AND EDUCATION 

INDUSTRY 
ISSUE 

PROPOSAL 

The industry needs to increase education and awareness on the use of information technology, 

bar coding and electronic data interchange. 

The Canadian government and industry should engage in joint efforts in technology development, 
much like Partnership for a New Generation of Vehicles in the United States. Moreover, technology 

development assistance should be available to the automotive industry through vehicles such as 

Technology Partnerships Canada. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Canada has one of the most generous research and development (R&D) tax credit systems 

among Organisation for Economic Co-operation and Development (OECD) member countries 

and government is taking steps to make it more transparent and user friendly. The government 

has established a number of instruments to support innovation such as: 

• Canada Foundation for Innovation — research infrastructure 

• Technology Partnerships Canada — commercialization of new technologies 

• Industrial Research Assistance Program 

• Networks of Centres of Excellence 

• PRECARN Associates/Institute for Robotic and Intelligent Systems 

• Panel on Energy Research and Development 

• Canadian Technology Network. 
• Technology Roadmaps 

Partnerships will maximize the benefits of these programs and capitalize on opportunities for 

innovation. Government initiatives in electronic commerce and connectedness will further 

reinforce public education and awareness on the use of information technologies. 
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INDUSTRY-IDENTIFIED ISSUES 

UMAN RESOURCES 

AVAILABILITY OF SKILLED LABOUR 

INDUSTRY 
ISSUE 

PROPOSAL 

A training program and delivery mechanism targeted for development of skilled labour in small 

and medium-sized enterprise (SME) automotive parts manufacture is required. A comprehensive 

analysis of human resources issues facing the automotive retailing industry is needed. 

The federal and provincial governments should coordinate their approaches on training, funding 

and incentives. There should be a national body of accreditation for private learning. 

FEDERAL 
GOVERNMENT 
COMMENTS 

VVith industry leadership, a national sectoral human resources body could be established to 

develop a strategy and an action plan with all partners, including all levels of government, to 

address this issue. This body could undertake a study of automotive manufacturing, with the 

assistance of Human Resources Development Canada (HRDC), to clearly delineate the skilled 

labour needs and the best approach to address these. 

There is now a widespread recognition that the skills challenge facing the sector must be addressed. 

Companies, colleges and universities are taking steps to launch new initiatives individually 
and in partnership. The following recent government initiatives can assist in human resources 

competitiveness challenges facing the automotive industry. 
• Millennium Scholarship Fund 

• Connectedness — Making Canada the most connected nation by 2000. 

• Natural Sciences and Engineering Research Council of Canada Scholarship Fund 

• Networks of Centres of Excellence 
• Internal trade discussions on workforce mobility 
• Human Resources Development Canada Sector Councils 

HRDC, through the Sector Studies component of the Sectoral Partnership Initiative, is currently 
sponsoring a human resources study of the automotive retail sector. The study is expected to be 
completed in early 1999. 
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INDUSTRY 
ISSUE 

PROPOSAL 

THE AUTOMOTIV . E COMPETITIVENESS REVIEW 

UMAN RESOURCES 

HARMONIZATION OF TECHNICAL TRAINING STANDARDS 

Training standards among provinces need to be harmonized. 

A national accreditation body should be established, using the Canadian Automotive Repair 
Service (CARS) Council as an example to follow. 

FEDERAL 
GOVERNMENT 
COMMENTS 

There are many occupations in the automotive industry. The Red Seal program encourages 

standardization of provincial and territorial apprenticeship training and certification programs. It 

allows graduated apprentices and certified journey persons in 44 trades to work in any province 

or territory where their trade is designated, without having to write further examinations. As 

well, for occupations that are not designated under the Red Seal program, National Occupational 

Standards are developed to serve as a basis for curriculum development. For example, CARS has 

been instrumental in maintaining the standard for the Automotive Service Technician (Red Seal), 

and in ensuring that the curriculum delivered in training institutions meets the standard. An 

accreditation process is in the first stages of implementation. HRDC would be pleased to 
arrange an information/discussion session to discuss this issue further. 

LABOUR RELATIONS LEGISLATION: CANADA LABOUR CODE REVIEW 

INDUSTRY 
ISSUE 

PROPOSAI  

Bill C-19, which introduces amendments to the Canada Labour Code, proposes changes to the 
employer/employee relationship in federally regulated companies that could impact parties in 

provincially regulated companies and/or set a precedent for provincial jurisdictions. The most 

serious consideration is the empowerment of a newly created Canada Industrial Relations Board 

to prohibit companies from hiring replacement workers during specific disputes. This could 

be broadly interpreted and applied whenever replacement workers are utilized. 

Such reforms should not be passed. They would unfairly shift the balance of power in collective 

bargaining toward unions, resulting in a negative business environment in Canada. Investment 

decisions in Canada would be negatively a ffected since Canadian business would be at a 

competitive disadvantage. 

3 



INDUSTRY-IDENTIFIED ISSUES 

UMAN RESOURCES 

FEDERAL 
GOVERNMENT 
COMMENTS 

Bill C-19 does not include a general prohibition on the use of replacement workers during work 

stoppages in the federally regulated private sector. The Bill implements the majority recommenda-

tion of the Sims Task Force that the use of replacement workers for the demonstrated purpose of 
undermining a unions  representational capacity, rather than the pursuit of legitimate bargaining 

objectives, should be an unfair labour practice. This approach to the replacement worker issue 
was considered by both labour and management representatives, subject to federal labour 
jurisdiction, to be a reasonable compromise as part of a package of changes to Part I of the 
Canada Labour Code. 

EMPLOYMENT INSURANCE REFORM 

INDUSTRY 
ISSUE 

PROPOSAL 

The Employment Insurance Act, which became effective July 1, 1996, replaces the Unemployment 
Insurance Act and puts in place employer and employee premium reductions. However, the 
Act also introduces an intensity rule (frequent user penalty), a shorter benefit duration period, 

lower insurable earnings and an increased clawback of benefits for higher-income earners. Such 

measures may ultimately add costs to operations and employees during economic downturns and 
provide only minor gains in economic peaks. The increased clawback of benefits for higher-income 

earners further changes the nature of the program from an unemployment insurance income 
replacement to a social welfare program. 

Some of the surplus built up in the Employment Insurance (El) fund should be used to help skills 
training and youth unemployment. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Given the early stage of the new El reform, the 1997 Employment Insurance Monitoring and 
Assessment Report consists of a preliminary assessment of results and sets benchmarks for the 
next four years of the monitoring and assessment process. Preliminary findings indicate that 
Canadians are adapting to the new system. 

Canada's economic health is good. Low inflation, low interest rates and a balanced budget are 
fuelling investment and stimulating economic growth. Since November 1993, the economy has 
created 1.2 million jobs. All of these are in the private sector and eight of ten of these new jobs 
are full-time positions. 

The El Monitoring and Assessment Report recognizes that an improving economy helps to reduce 
the number of new El claims. There has been a significant decline in benefits claimed in regions 
that are experiencing stronger economic growth. 
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THE AUTOMOTIVE COMPETITIVENESS REVIEW 

UMAN RESOURCES 

CANADA PENSION PLAN REFORM 

INDUSTRY 
ISSUE 

PROPOSAL 

The federal and provincial governments have undertaken a statutory review of the Canada 
Pension Plan (CPP), which has resulted in draft legislation introduced to reform the CPP. The 

driving force behind the change is the announcement by the plan's chief actuary that contribution 
rates would have to almost triple to over 14 percent of earnings by the year 2030 because of 
changing demographics and the surge in disability payments. The government's goal is to have 
the new system in place by the end of 1997. 

If CPP contribution rate increases are required, they should be implemented only in conjunction 

vvith other payroll tax reductions to offset the effect. Also, constraints on private pension/ 
registered retirement savings plan contributions must be removed. 

The payroll tax must be reduced in order to reduce the barrier to business investment in Canada. 

FEDERAL 
GOVERNMENT 
COMMENTS 

CPP contributions are not a payroll tax. They go into a separate account and are used to pay 
benefits. They are just like a premium to private pension plans. 

The federal and provincial governments took action to keep the contribution rate at 9.9 percent. 
Had nothing been done, the plan would have gone bankrupt in 2015. 

Reductions in Employment Insurance premiums in 1997 and 1998 have offset the higher 
CPP premiums. The government will reduce them further as soon as it can. 

The Minister of Finance has indicated that he wants to increase the tax limit on contributions 

to private pension plans as soon as he is able. 
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INDUSTRY-IDENTIFIED ISSUES 

EGULATIONS 

MOTOR VEHICLE SAFETY ACT 

INDUSTRY 
ISSUE 

Harmonization of standards in North America is important to the automotive industry. However, 
a fundamental difference exists between the U.S. and Canada in terms of the basic definition 
of a safety defect. The U.S. law is designed to protect consumers from "unreasonable risk." The 

Canadian Motor Vehicle Safety Act is based on the elimination of "any risk." Therefore, defect 

issues often arise in Canada where the U.S. has determined that none exists. This results in 
extended negotiation, costly recall campaigns, delayed product introductions, contingency cost, late 
product changes, adverse media, lost sales, quality impact, product liability and lost opportunity. 

PROPOSAL 	The U.S. and Canadian definitions of risk should be harmonized. A new, improved dispute 
resolution process should be developed, using an independent arbitrator or "Friend of the Court." 

FEDERAL 
GOVERNMENT 
COMMENTS 

Transport Canada recognizes the need for consistent North American regulatory programs and 
strives to ensure that Canadian regulation is in harmony with or compatible with U.S. rules. 
U.S. and Canadian laws are different, however, and there can be different interpretations. 
Furthermore, U.S. and Canadian safety defect investigations can uncover different information. 
We are not aware of instances where differences in legal wording would have affected the 
outcome of an investigation. Investigations are usually resolved without involving the courts. 
Should industry see the need for non-court dispute resolution, then a process such as the 
Civil Aviation Tribunal could be examined. 

UNIQUE CANADIAN REGULATIONS 

INDUSTRY 	 Numerous Canadian regulations are sufficiently different as to complicate the design, engineering 
ISSUE 	 and manufacturing processes. They add significant cost to manufacturers in both the U.S. and 

Canada. 

PROPOSAL U.S. and Canadian product regulations should be harmonized. A new, improved dispute resolution 
process should be developed, using an independent arbitrator or "Friend of the Court." 
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THE AUTOMOTIVE COMPETITIVENESS REVIEW 

• EGULATIONS 

FEDERAL 
GOVERNMENT 
COMMENTS 

Although Transport Canada seeks regulatory harmony, there are differences between Canadian 
and U.S. regulations. The U.S. national regulations are developed to meet U.S. national needs. 

Total harmony is difficult without an agreement that would recognize Canadian issues such as 

metric units, language and local conditions. A possible agreement for international development 
of motor vehicle regulations is now under discussion through the United Nations. 

UNIQUE CANADIAN INTERPRETATION OF SIMILAR RESOLUTIONS 

INDUSTRY 
ISSUE 

PROPOSAL 

Canada gives unique interpretation to some otherwise similar regulations as well as unique 

application of some compliance and enforcement activities. 

U.S. and Canadian compliance and enforcement activities should be harmonized. A new, improved 

dispute resolution process should be developed, using an independent arbitrator or "Friend 
of the Court." 

FEDERAL 
GOVERNMENT 
COMMENTS 

Transport Canada must enforce Canadian laws. In doing so, it seeks harmony and recognizes 

U.S. interpretations where possible. Total harmony is as difficult for enforcement as it is for the 

regulations themselves. As with defect investigations, compliance investigations are usually 
resolved without involving the courts. Should industry see the need for non-court dispute 
resolution, then a process such as the Civil Aviation Tribunal could be examined. 

POTENTIAL UNIQUE VEHICLE EMISSION STANDARDS 

INDUSTRY 
ISSUE 

If Canada adopts vehicle emission standards that are different from the U.S. federal standards, 
costs for original equipment manufacturers and customers would be increased, with little or 
no environmental benefit. 

PROPOSAL The federal government must harmonize standards with the U.S. federal requirements (49 states). 

FEDERAL 
GOVERNMENT 
COMMENTS 

The Canada Gazette Part 1 recently contained an announcement of a public process to develop a 

national program for low-emission vehicles. This process is in response to recommendations of the 

Canadian Council of Ministers of the Environment and the Task Force on Cleaner Vehicles and 

Fuels. The U.S. is similarly developing new national standards following its national process. 

Transport Canada seeks to harmonize Canada-U.S. low-emission vehicle programs, if possible. 
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INDUSTRY-IDENTIFIED ISSUES 

•  EGULATIONS 

AIRBAGS 

INDUSTRY 
ISSUE 

PROPOSAL 

In the fall of 1997, the Road Safety Division of Transport Canada announced its intention to have 
Canada follow the airbag deactivation guidelines established in the U.S. The American guidelines, 

established by the National Highway Traffic Safety Administration (NHTSA), provide deactivation 

rules to address the very small percentage of motorists at risk of injury. Importantly, the American 

guidelines contained a special plan to limit the liability of individual dealers. In the U.S., vehicle 

owners must apply for authorization from NHTSA before dealers can deactivate an airbag. This 
provision was specifically designed to allay the liability concerns of dealers. The current Canadian 

plan does not address the liability concerns of dealers. 

The Canadian government should provide a liability relief similar to that contained in the 
American model. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Since the industry comments were made, the Minister of Transport has announced (February 1998) 
a Canadian program for Canadians with reason to have air bag deactivation devices installed. 

Transport Canada has worked with the 10 provinces and both territories to ensure that there 

were no legal impediments to airbag deactivation. All jurisdictions signed a Memorandum of 
Understanding to that effect. The program was developed in consultation with industry, and every 

effort has been made to answer the concerns of manufacturers, dealers and independent service 
outlets as well as Canadian consumers. 

ON BOARD DIAGNOSTICS II AND AFTERMARKET'S ABILITY 
TO SERVICE VEHICLES 

U.S. regulators are looking at measures to ensure that the introduction of On Board Diagnostics II 

(OBDII) does not restrict the aftermarket's ability to service vehicles; Canada is currently not. 
INDUSTRY 

ISSUE 

PROPOSAL Canada should adopt the same regulations. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The same regulation requiring on-board diagnostic systems has been adopted in both the U.S. 
and Canada. It goes a long way toward standardizing emission-control diagnostic systems from 

different manufacturers, making it simpler and cheaper for the independent service industry to 
repair newer vehicles. So far as Transport Canada is aware, this is no longer an issue. 

8 



THE AUTOMOTIVE COMPETITIVENESS REVIEW 

EGULATIONS 

BANKS AND VEHICLE LEASING 

INDUSTRY 
ISSUE 

PROPOSAL 

Banks are currently prohibited from leasing passenger vehicles and light-duty trucks directly to 
consumers, and continue -to lobby strongly for revisions to the Bank Act that would allow them 
to lease directly to the consumer. 

The present regime should be maintained. This would prevent the negative impact on consumers, 
dealers and affiliated finance companies. 

Allowing banks to compete directly with dealers on leasing would create a conflict of interest, as 
dealers rely on banks for a substantial portion of their financing requirements. The ability of the 
assembler's finance affiliate to support the dealer network through a wide range of financing 

options would be limited, ultimately resulting in reduced competition and consumer choice. 

FEDERAL 
GOVERNMENT 
COMMENTS 

This issue is currently being examined by the Task Force on the Future of the Canadian Financial 

Services Sector. The report of the task force will be tabled later this year. 

VEHICLE SAFETY CERTIFICATION FOR IMPORTED USED VEHICLES 

INDUSTRY 
ISSUE 

PROPOSAL 

There is no national standard for used vehicles imported into Canada. These used vehicles 
represent zero value-added labour, have no vehicle history and have a negative impact/risk 

relative to import and domestic safety standards, e.g., write-offs. 

The federal government and automotive industry should establish a national standard for used 
vehicles imported into Canada. The government should consider a mandatory safety certification 
program for all imported used vehicles. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The federal Motor Vehicle Safety Act addresses vehicle manufacturers and their products. There 

are different safety, fraud and tax issues that apply to the sale of used vehicles. Since there is 

no federal authority over vehicles in service, mandatory safety inspection and other measures 

would be under provincial/territorial regulations. 

9 



INDUSTRY-IDENTIFIED ISSUES 

REGULATIONS 

MANDATORY SAFETY INSPECTION CERTIFICATION 

INDUSTRY 
ISSUE 

PROPOSAL 

There is a need to establish a mandatory safety inspection certification program for all vehicles in 

service, three model years old and beyond. 

The government should consider a mandatory federal safety inspection certification program for 

all vehicles in service, three model years old and beyond. These inspections should be conducted 

annually through licensed inspection centres (similar to truck/bus inspection standards). 

FEDERAL 	 The federal Motor Vehicle Safety Act addresses vehicle manufacturers and their products. There 

GOVERNMENT 	are different safety, fraud and tax issues that apply to the sale of used vehicles. Since there is no 

COMMENTS 	federal authority over vehicles in service, mandatory safety inspection and other measures would 

be under provincial/territorial regulations. Such regulations would inherently apply to imported 
as well as domestic vehicles. 

NATIONAL VEHICLE REGISTRATION PROGRAM 

INDUSTRY 
ISSUE 

PROPOSAL 

National vehicle registration is needed to help reduce the high level of vehicle theft in Canada 

and resulting losses. 

A national vehicle registration program should be established, with tough penalties and 
enforcement. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Transport Canada is concerned about vehicle theft. There are implications for road safety as 
well as for consumer and business costs. Registration data exchange betvveen governments is 
rapidly improving, so the objectives of a national registration program are being met without 
a centralized program. Theft prevention measures for new vehicles, in harmony with those 
in the U.S., are also being considered. 

10 



THE AUTOMOTIVE COMPETITIVENESS REVIEW 

REGULATIONS 

COST OF GOVERNMENT REGULATIONS 

INDUSTRY 
ISSUE 

At all government levels there is duplication between regulations and a lack of harmony between 
jurisdictions. The result is significant cost to businesses and government. The automotive industry, 
in conjunction with Industry Canada, has identified some areas where an opportunity exists to 
reduce the cost of regulatory compliance: 

• product safety — Transport Canada Act 
• Goods and Services Tax/Provincial Sales Tax harmonization 
• Workplace Hazardous Materials Information System (WHMIS) 
• reporting requirements. 

We share the federal government's desire to eliminate duplication of regulations between 
provincial jurisdictions and the federal government. A harmonized approach across Canada 
in conjunction with the North America Free Trade Agreement (NAFTA) territory is the most 
cost-efficient method. 

PROPOSAI  There should be regular consultations with businesses to streamline regulptions, following the 
federal government's lead with its introduction of the Regulatory Efficiency Act. Businesses should 
be permitted to negotiate reasonable compliance contracts/procedures that will meet policy 
objectives but at a lower cost. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The Motor Vehicle Safety Act was specifically passed to prevent each province and territory 
from having its own regulations. It has been extremely successful over the years in avoiding 
"duplication" and "lack of harmony." 

With respect to the cost of compliance in the areas identified, the federal government will 
work with the provinces that are interested in a harmonized sales tax (HST). This will simplify 
the tax system, reduce the compliance burden and also improve the competitiveness of Canadian 
business both at home and abroad. Health Canada will advise the agencies in Canada respon-
sible for occupational safety and health, and under whose respective legislation the employer 
requirements of WHMIS have been established, of industry's concerns. 

11 



INDUSTRY-IDENTIFIED ISSUES 

•  EGULATIONS 

CANADIAN ENVIRONMENTAL PROTECTION ACT 

INDUSTRY 
ISSUE 

PROPOSAL 

Bill C-32, the renewed Canadian Environmental Protection Act (CEPA), was introduced into the 

House of Commons on March 12, 1998. The proposed Bill includes a substantial expansion of 

federal powers with potential overlap and duplication of existing provincial laws. 

The proposed Bill needs to be revisited/rewritten. The direction of policy needs to be modified. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The Bill addresses many of the concerns raised by the CEPA Revievv Industry Group. Provisions 

related to information gathering have been modified, and authorities to request pollution prevention 

and virtual elimination plans will be available only for substances that have been added to the 

List of Toxic Substances by the Governor-in-Council. As well, environmental and health risks as 

well as social, economic and technical matters will be considered when making decisions, as 
required by specific sections of the Bill and the Government of Canada Regulatory Policy (1995). 

The new CEPA will also be an important legislative tool for working with the provinces and 
territories in implementing the Canada-wide Accord on Environmental Harmonization as 
we work toward providing Canadians with the highest level of environmental quality. 

LACK OF COMPATIBLE FUEL FORMULATIONS 

INDUSTRY 
ISSUE 

The regulations for the composition of fuel are inadequate (e.g. methylcyclopentadienyl manganese 
tricarbonyl (MMT), sulphur). Automotive emission control systems cannot provide the environ-
mental benefit mandated by federal regulation without the requisite cleaner fuels. This results 
in increased warranty and consumer costs, decreased customer satisfaction and increased public 
health and environmental risks. 

In addition, on-board refuelling vapour recovery (ORVR) systems are phased in on new vehicles to 
capture fugitive hydrocarbon vapours at the time of refuelling. To ensure the system operates as 
designed, flow rates on gasoline dispensing pumps need to be limited to no more than 38 litres 
per minute, consistent with the U.S. Environmental Protection Agency (EPA) regulated maximum 
flow rate. 

12 



There should be a system that coordinates all governments' requests for information. The 
frequency and complexity of reports should be reduced. 

PROPOSAL 

THE AUTOMOTIVE COMPETITIVENESS REVIEW 

EGULATIONS 

PROPOSAL The federal government must regulate fuel composition, since consistent fuel quality is needed 

across the country. Oil companies should immediately limit flow rates at gas stations in order to 

be compatible with ORVR systems. The automotive and the petroleum industries should work 
together on this issue. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The U.S. EPA has federal regulations for fuel formulations. In Canada, there is limited federal 

regulatory authority, and the Canadian Government Standards Board fuel formulation standards 
are statutory only when adopted by provincial governments. 

Fuel formulation is a vital part of vehicle emission control. The Canadian General Standards 
Board develops fuel standards to meet the technical requirements for its intended use. Canadian 

provinces have jurisdiction over the specifications for fuels used within their borders. In addition, 
under CEPA, Environment Canada may restrict the use of particular fuel components or additives, 
where the use of these may be harmful to the health or environment. 

Current Canadian vehicle emission standards are harmonized with those of the U.S. Also, current 

Canadian commercial fuels are comparable with those of the U.S. in terms of sulphur. 

The petroleum industry and the vehicle manufacturing industry often have different interests 
in the outcome with respect to fuel content. It is difficult to gather scientific data on some 

of the issues so consensus development processes are necessary. 

Transport Canada and Environment Canada, under the auspices of the Canadian Council of 
Ministers of the Environment Task Force on Cleaner Vehicles and Fuels, have established 

a process to promote compatibility between vehicle and fuels. 

DUPLICATING REQUESTS FOR ENVIRONMENTAL INFORMATION 

INDUSTRY 	 Companies receive requests for environmental information from Statistics Canada, Environmental 

ISSUE 	 surveys, and CEPA notices. Companies have limited resources for reporting purposes. Reporting 

requirements detract from the core business issues. 

13 



INDUSTRY-IDENTIFIED ISSUES 

• EGULATIONS 

FEDERAL 
GOVERNMENT 
COMMENTS 

Environment Canada and Statistics Canada are working to reduce any possible duplication or undue 

burden dealing vvith information requirements. Consultation will continue to improve processes. 

GLOBAL  CLIMATE CHANGE 

INDUSTRY 
ISSUE 

PROPOSAL 

The federal government signed the Kyoto Protocol on December 10, 1997. Canada has committed 

to reduce greenhouse gas emissions by 6 percent between 2008 and 2012. This commitment 

represents a reduction of 28 percent from business as usual (Abare Study). This is the largest 

commitment of any participating country. 

The current treaty does not include developing nations, which will account for 75 percent of 

greenhouse gas emissions in the next century. This makes no sense economically or environmentally. 
Governments require more thorough economic analysis to determine the implications of climate 
change policies on jobs, GDP, and international competitiveness. 

Even though vehicles account for only 8 percent of total greenhouse gas emissions worldwide, 

they continue to be a popular target for action. The motor vehicle industry has introduced new 

environmental technology rapidly in recent years and is committed to continuing to develop 

advanced technology with additional environmental improvements in both manufacturing 
processes and products. 

The sensible path is to continue the present direction of launching existing and planned technologies 
as they are both viable and cost effective, while accelerating research on even more energy-efficient 
technologies. Energy-efficient gasoline and alternative fuel vehicles are currently available, and 
government must actively encourage their diffusion into the Canadian fleet through government 
purchases, retail incentives where appropriate, and public awareness and education initiatives. 

It is extremely important that business be engaged in this issue. The automotive industry should 
participate in the development of a credible domestic implementation plan. Also, to meet targets 
and timetables in reducing greenhouse gas emissions from Canada, the federal government must 
pursue a "balanced systems" approach among and within all sectors. Approaches should be 
voluntary and incentives should be market based. Regulatory initiatives should be considered 
only if voluntary programs and incentives prove inadequate. 

It is recommended that Canada must not ratify the Kyoto Protocol prior to the United States or 
any of its major trading partners. 
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•  EGULATIONS 

FEDERAL 
GOVERNMENT 
COMMENTS 

The Kyoto protocol resulted in stringent targets for greenhouse gas reductions. The Government 

of Canada is working on a strategy, in consultation with provinces, businesses, industrial sectors 
and other stakeholders, to meet its Kyoto commitments. 

Transport Canada administers the existing voluntary industry-government fuel economy program 

backed up by the unproclaimed Motor Vehicle Fuel Consumption Standards Act. Natural Resources 
Canada has established Memoranda of Understanding with motor vehicle manufacturers that 

commit government and industry to work together to improve fuel efficiency in new vehicles 

as well as in the existing vehicle fleets. 

The Minister of Natural Resources will lead in developing and coordinating Canada's domestic 

implementation strategy, including dealing with the industrial sectors that will play a key role in 

meeting our commitments. 

The Environment Minister will lead the development of Canada's international climate change 

agenda, including Canada's position for the next United Nations meeting on climate change, 

to be held in Buenos Aires in November 1998. The Environment Minister will continue to hold 

primary responsibility for the development of overall environmental policy in this area. 

The government has established a federal secretariat to support the efforts of ministers and 

to work with the provinces and stakeholders to develop an action plan to implement our 

Kyoto commitments. 

CONTROLLED PRODUCTS ACT - WORKPLACE HAZARDOUS MATERIALS 
INFORMATION SYSTEM LEGISLATION 

INDUSTRY 
ISSUE 

Pursuant to the legislation of the 13 agencies in Canada that are responsible for occupational 

safety and health, employers must take steps to obtain an up-to-date supplier Material Safety 

Data Sheet (MSDS) when the document at their work site discloses a MSDS preparation date of 

more than three years or add any new hazard information to the supplier MSDS, based on the 

ingredients disclosed on the MSDS if the supplier is unable to provide an updated MSDS. (Note: 

The MSDS review requirements of Section 19 of the federal Controlled Products Regulations apply 

to suppliers of hazardous workplace materials and not to the employers who purchase them.) 
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INDUSTRY-IDENTIFIED ISSUES 

'  EGULATIONS 

PROPOSAL The requirements should be an accurate MSDS, with review and changes triggered only by 

product changes. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Health Canada will advise the 13 agencies in Canada who are responsible for occupational safety 

and health, and under whose respective legislation the employer requirements of WHMIS have 

been established, of the industry's concerns. 

OVERLAPPING ENVIRONMENTAL APPROVAL 

INDUSTRY 
ISSUE 

PROPOSAL 

Overlapping provincial, municipal and potentially federal environmental approvals for new 

projects delay projects and increase costs. 

A "one-stop" approval window should be available. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The responsibility for this issue falls outside federal jurisdiction. The Canadian Council of Ministers 

of the Environment, with the exception of the Quebec minister, recently signed the Canada-wide 

Accord on Environmental Harmonization, which is designed to lead to improved cooperation and 

better environmental protection across Canada. The ministers also signed three subagreements, 
one of which is on environmental assessment. 

HARMONIZATION OF RETAIL SALES TAX/GOODS AND SERVICES TAX 

INDUSTRY 
ISSUE 

Retail Sales Tax (RST) applies on a narrow tax base, disproportionately affecting certain large 

industries in Ontario. RST is administratively complex. Moreover, the current RST regime is not 

competitive with those in Quebec, Nova Scotia, Newfoundland and New Brunswick, since these 
provinces allow businesses input tax credits (sales tax is refundable). As well, the commodity 
tax regime in Ontario is not competitive with that in Michigan, due to rate differences on input 

costs. Harmonization of the RST and the Goods and Services Tax (GST) would produce savings. 
Harmonization would also result in the removal of RST on warranty parts and labour as well 
as the employment benefit plan, resulting in additional savings. 
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THE AUTOMOTIVE COMPETITIVENESS REVIEW 

REGULATIONS 

PROPOSAL Harmonization of the RST/GST would reduce the complexity of administering two taxes with 

unique rules, and would improve the competitiveness of Ontario businesses (e.g. by removing 
taxes on warranty repairs and insurance premiums as detailed above) through a system of input 
tax credits. It would also broaden the tax base and thus could lower the combined tax rate, 
provided it is revenue neutral. 

Fair taxation could help eliminate the "black labour market," as more businesses and individuals 

would pay the legal fair tax. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The federal government will work with the provinces that are interested in a harmonized sales 
tax. A harmonized sales tax would simplify the tax system and reduce the compliance burden. 
It would also improve the competitiveness of Canadian business both at home and abroad. 

GST ON USED CARS AND BLACK MARKET IN USED CARS 

INDUSTRY 
ISSUE 

The GST, as currently legislated, does not require tax to be levied on the private sale of used 
goods, including automobiles. This puts the vehicle dealers at a competitive disadvantage in the 
market place, since they must charge GST on the sale of used cars. It is also a significant loss for 
the federal government. It is estimated that 2.4 million units of used cars are sold privately in 
Canada each year. And it is estimated that the GST foregone on the private sale of automobiles 
could be $1.35 billion per year. The result of this skevved tax approach is an exploding black 
market in automobiles. 

PROPOSAL Under the new system introduced by the federal government in 1996, dealers operate on a level 
playing field vvith private sellers when taking trade-ins but not when selling a used car. As a 
matter of principle and fairness, the tax system must be adjusted to bring dealers onto a level 
playing field with private sales. 

Revenue Canada should crack down on the underground sales of used vehicles. A harmonized 

sales tax that is applied equally to used car sales during the change of registration would capture 
all potential tax revenue and eliminate the advantages enjoyed by the black market. 
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INDUSTRY-IDENTIFIED ISSUES 

EGULATIONS 

FEDERAL 
GOVERNMENT 
COMMENTS 

The government has considered the possibility of applying the GST to privately sold used vehicles 

at the point of registration. In fact, in the three harmonized provinces (Nova Scotia, New Brunswick 

and Newfoundland), a 15-percent provincial levy does apply to used vehicles purchased through 

private sale when they are registered. However, given that vehicle registration is an area of 

provincial jurisdiction, the federal government could not unilaterally collect GST at the point 
of registration. Implementing this approach would require the consent and cooperation of all 

12 territorial and provincial governments. This would necessitate the adoption of completely 

new systems in Alberta, the Yukon and the Northwest Territories, where sales tax is not applied 

to motor vehicles, and in Saskatchewan, where sales tax is not applied to used vehicles. 

DECENTRALIZATION OF REVENUE CANADA'S AUDIT 
OF THE AUTOMOTIVE INDUSTRY 

INDUSTRY 
ISSUE 

PROPOSAL 

Revenue Canada's review of the automakers will no longer be centralized within the Toronto 

East Tax Services Office, as it has been for approximately 10 years. Other industry audits, such 

as for banking, forestry and insurance, are centralized within one Revenue Canada location. This 

could imply that Revenue Canada would no longer have automotive industry specialization 

at the field audit level. This could result in inefficient audits and inconsistent audit approaches. 

The automotive industry would prefer an industry-specific tax audit services office. 

The present service is vvorking well and is an improvement over the past situation, when 
automotive sector audits were spread across many tax services offices. It should not be changed. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The Toronto East Tax Services Office will continue to do the audit over a period of transition while 
Hamilton audit staff become familiar with this particular audit. Audit consistency and industry 
expertise are provided by industry specialists, who are strategically placed where the industry 
and industry representatives are centred. 

The objectives of having the audit done by the tax service office where a corporation is resident 
are: to provide the best opportunity to maximize service to client; to offer a single point of con-
tact for income tax, GST, trade administration services and source deductions; and to facilitate the 
use of protocols and real time audits. No matter where the audit is done, the industry specialist 
dedicated to the auto industry will continue the enhance the service of this particular sector. 
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THE AUTOMOTIVE COMPETITIVENESS REVIEW 

' EGULATIONS 

SCIENTIFIC  RESEARCH AND EXPERIMENTAL DEVELOPMENT TAX CREDIT 

INDUSTRY 
ISSUE 

PROPOSAL 

There is a lack of certainty in how the Scientific Research and Experimental Development (SR&ED) 
tax credit legislation will be applied in any one instance. Without knowing whether the taxpayer will 

ultimately receive the benefit of the R&D tax credit, it cannot be factored into investment decisions 

and therefore does not influence to its full extent the location of R&D. Moreover, the current rules 
are hard to follow and make it difficult for companies to qualify. The documentation requirements 

are too onerous and result in excessive fees being paid to consultants to prepare  1661 reports. 

The SR&ED credit is important for encouraging R&D in Canada. Without it, Canada would 

not be as competitive as the U.S. for carrying out R&D activities. Its criteria must be clear 

and its application uniform across industries. 

FEDERAL 
GOVERNMENT 
COMMENTS 

To make the program more efficient and user friendly, some new initiatives are under way: 

• recent appointment of a national automotive sector technology specialist to assist in clarifying 

the sectoral issues 
• establishment of the pre-claim project review service to help applicants identify potentially 

qualified projects and the scope of the eligible expenses associated with them 

• enhanced consultation with industry representatives 

• updating of information circular IC 86-4R3 as appropriate. 

LACK OF INFORMATION ON RESEARCH AND DEVELOPMENT TAX CREDIT 

INDUSTRY 
ISSUE 

There is a perceived lack of information on the R&D tax credit and the requirement for a 
mechanism through which companies can be assisted in identifying which R&D activities are 

eligible, especially for SMEs. 

The tax credit guidelines for eligibility currently exclude routine engineering and testing unless 
it supports eligible activities. Therefore, Revenue Canada's science audits of R&D tax claims are 

conducted in a manner that seeks to break all R&D programs into projects, subprojects, and 

activities. By reducing the work to its lowest common denominator, they are able to quantify 

the routine engineering and testing work that can be used to significantly reduce eligibility. 

For large companies, R&D tax credit implementation is inefficient and counterproductive to the 

original intent of encouraging more R&D. Revenue Canada auditors are assessed on their ability 

to improve tax revenues by reducing claims and eligibility, not on their ability to attract or retain 

Canadian R&D. 
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EGULATIONS 

PROPOSAL 

INDUSTRY-IDENTIFIED ISSUES 

The guidelines for tax credit eligibility need to be revised to include any engineering activity 

relating to research, development, design or testing of new products or to the development of 

new knowledge. The guidelines should also be revised to include dedicated R&D structures 

and buildings. 

Responsibility for auditing or approving eligible activities should be a combined effort between 

Revenue Canada and Industry Canada when the program and the purpose of the tax credits are 

clearly aligned with the goals of Industry Canada. 

Q 59000 rules and the R&D credit audit rules are not harmonized. It is recommended that 

the QS9000 rules be adopted. 

FEDERAL 
GOVERNMENT 
COMMENTS 

On the issue of information, Revenue Canada: 

• issued several publications on the SR&ED tax credit 

• developed Information Circular 86-4R2 Supplement 1, Auto Industry Paper, with Industry 

Canada and auto industry associations 
• offered public information sessions for first-time claimant service 
• is conducting group information sessions 
• is continuing with consultation. 

In attempting to increase transparency and consistency, Revenue Canada: 
• appointed an automotive technology sector specialist 
• is streamlining paperwork for SMEs with new simplified application form 
• provides science advisors to review applicants' projects before they begin or while under way 
• is increasing the number of science offices 
• is strengthening consultative mechanisms with industry associations and centres of 

technological expertise 
• is increasing awareness of the SR&ED program through outreach campaign. 

On the issue of eligibility, the definition of R&D for tax credit purposes and the activities eligible 
for tax credit are legislated through the Income Tax Act and the Regulations. Revenue Canada's 
administrative practice is to review eligibility at the project level. The SR&ED project consists of 
all experimental and analytical activities associated with the search to resolve the technological 
problems to arrive at technological advancement (see Part 2.1 of Information Circular 86-4R2, 
Supplement 1, Automotive Industry Application Paper, and Part 6 of Information Circular 94-2, 
Machinery and Equipment Industry Application Paper for further clarification). 

20 



Canada's federal income tax system for small business is among the most attractive in the 

world — in total, about $4 billion of federal tax assistance is provided to small businesses annually. 

The lower tax rate on the first $200 000 of active business income provides considerable 

support for small business — about $2.5 billion annually. Compared with the U.S. tax regime, 

our 12 percent federal statutory income tax rate on the first $200 000 of corporate income is 

significantly lower. 

FEDERAL 
GOVERNMENT 
COMMENTS 

THE AUTOMOTIVE COMPETITIVENESS REVIEW 

REGULATIONS 

THE SMALL BUSINESS DEDUCTION 

INDUSTRY 
ISSUE 

PROPOSAL 

Given the capital-intensive nature of dealerships, the federal government should raise the ceiling 

of the small business deduction from $200 000 to $300 000. 

The small business deduction lowers the federal corporate tax rate on the first $200 000 of 

taxable income from 28 percent to 12 percent and is intended to compensate small businesses 

for structural costs that are not faced by large businesses. The ceiling of the small business 

deduction has not been increased since its inception in 1982, despite the enormous inflation 

since then. 

In 1994, the National Liberal Caucus Task Force on Jobs and Small Business recommended an 

increase in the small business deduction to $400 000. This was followed by similar recommen-

dations in 1997 by Revenue Canada's National Small Business Advisory Committee. The Department 

of Finance has so far failed to address this issue. 

Given the considerable level of support provided to small business and the need to stay the 

course on restoring Canada's fiscal health, increasing the $200 000 business limit may not be 

the best use of the limited fiscal resources available at this time. 

LUXURY TAX OR GAS - GUZZLER TAX 

INDUSTRY 
ISSUE 

It vvas reported that the federal government was considering imposing fuel consumption tax 

on vehicles. 
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REGULATIONS 

PROPOSAI  

INDUSTRY-IDENTIFIED ISSUES 

The dealer association strongly recommends that the federal government not consider any luxury 

tax or fuel consumption tax on vehicles. It believes that both taxes would negatively affect 

vehicle sales. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The government is in the early stages of developing its strategy to respond to the greenhouse 

gas emissions targets agreed to at Kyoto. It would be premature to eliminate from consideration 

any measures that hold the potential to assist in meeting these targets. However, the position 
of the automobile industry on this issue is fully appreciated, and their concerns will be given 
serious consideration. 

AIR CONDITIONER LUXURY TAX 

When the federal government introduced an "Air Conditioner Luxury Tax" a number of years 

ago, the purpose was to secure additional revenue from upper-income/upper-scale new vehicle 
purchasers. Air conditioning, in today's consumer's mind, is no longer a luxury, but is considered 
a mandatory requirement when making a new vehicle purchase decision. As such, manufacturers, 
both domestic and import, have included air conditioning as standard equipment for production 
simplification on those vehicle lines. The consumer does not have the option to delete air condi-
tioning and therefore is unfairly taxed. Furthermore, today's air conditioning is ozone friendly, 
thereby excluding it from environmental tax as well. 

INDUSTRY 
ISSUE 

PROPOSAL This luxury tax should be eliminated, since air conditioning is no longer viewed by consumers to 
be a luxury and therefore should not be taxed as a luxury. The increased tax revenue generated 
by higher selling prices and the implementation of the GST has more than offset this tax. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The excise tax on air conditioners was introduced in 1976 as part of a package of 
energy conservation measures — it has never been considered a luxury tax or a tax on 
chlorofluorocarbons (CFCs). 
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INDUSTRY 
ISSUE 

PROPOSAI  

THE AUTOMOTIVE COMPETITIVENESS REVIEW 

•  EGULATIONS 

CAPITAL COST ALLOWANCE ON MECHANICS' TOOLS 

Unlike other skills trades, mechanics cannot claim capital cost allowances on their tools. 

Mechanics should be given tax credit for their tools, like some other skills trades. The high cost 

of tools is a barrier for entry of new apprentices. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Mechanics, just like other skilled tradespeople, may deduct the cost of their tools only if they are 

self-employed. The government is aware that employee mechanics, and other occupations, can 

incur substantial work-related expenses for which there is no tax recognition. However, it would 

be very di fficult to allow employee mechanics to deduct their tools expenses without providing 

similar tax treatment to other groups of employees with large work-related expenses. Doing so 

would be costly, and complex provisions would be required to take this into account in providing 

a tax deduction. Even if effective controls could be implemented, the revenue loss associated 

with deductibility of employee equipment expenses across sectors would be significant. 

GENERAL LEVEL AND COMPLEXITY OF TAXATION 

INDUSTRY 
ISSUE 

There is a growing trend toward increasing the more hidden taxes such as Employment Insurance 

and Canada Pension Plan contributions, which have increased by over 50 percent and 20 percent, 

respectively, since 1990. The automotive industry faces nine direct taxes at the federal level and 

another 14 direct taxes at the provincial level. Previous Ontario budgets created new hidden costs 

for consumers with the introduction of Retail Sales Tax on health costs and warranty costs. 

Tax levels in Ontario are higher than in Michigan in every area except statutory, employee-related 

pension payments (sources: internal review and Michigan Department of Commerce). Canada's 

general level of taxation exceeds both that of the United States and Japan. Quebec has taken 

a step in the right direction by reducing taxes on business inputs through input tax credits. 

There are almost $3400 of taxes on a $20 000 motor vehicle. This is a substantial amount for 

a consumer to finance. Taxes on operating costs are close to $1000 annually. The cost with 

respect to the complexity of taxation is costly, specifically the cost of utilizing outside professional 

expertise in complex transactions. 
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REGULATIONS 

PROPOSAL 

INDUSTRY-IDENTIFIED ISSUES 

Canada's corporate tax is very high and penalizes capital-intensive industries such as the automotive 

industry, since it is based on capital. This high corporate tax makes attracting investment more 

difficult in the automotive industry. Taxes on businesses result in higher costs for consumers. 

VVhen these costs are coupled with lower consumer disposable income arising from recent 

increases in personal taxes and interest rates, economic recovery through consumer spending 

becomes questionable. High personal income tax rates in Canada, particularly in Ontario, 

make it harder for the industry to attract and keep qualified engineers. 

All levels of government must work together to lower the overall burden of taxation. Initiatives 

that encourage investment must not be negated by conflicting policies such as the corporate 

minimum tax, tax on business inputs and overlapping regulations. Spending cuts are required 

as opposed to ad hoc tax increases. The focus of spending cuts should be the elimination of 
non-value-added functions and areas of duplication of services, possibly in conjunction with 

more user-pay activities, e.g., roads, hospitals. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The federal government is aware of the heavy tax burden already borne by Canadians and the 
cost this imposes on the economy as a vvhole. The government continues to review the tax system 

to ensure that it is fair and does not impede the ability of the Canadian economy to grow in an 

increasingly competitive global environment. The ultimate goal of the federal government is to 
have lower tax rates in Canada. 

The tax policies of all levels of government — decisions on the level of taxes and the mix — 
have a role to play in the determining tax burden on corporations. Expenditure reductions have 
been the overwhelming source of deficit reduction by the federal government. In recent years, 
revenue measures have been focussed on enhancing the fairness of the tax system. 
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THE AUTOMOTIVE COMPETITIVENESS REVIEW 

REGULATIONS 

CANADA'S FOREIGN PROPERTY RULE 

INDUSTRY 
ISSUE 

Canada pension law includes a foreign property rule (FPR) that limits the foreign component held 
in registered retirement savings plans and pension plans to 20 percent. 

The FPR imposes a tax penalty of 1 percent per month on any foreign assets in a Canadian 
pension fund in excess of 20 percent of the book value of the fund. Given that diversification into 
foreign markets is essential in order to reduce risk without giving up reward, the pension fund 
has adopted a dual Master Trust structure in order to increase the foreign component of the fund 

to a maximum of 36 percent of fund assets. There are huge annual administration costs (including 

trustee, legal and accounting fees) to ensure compliance with the FPR. Due to the dual Master 
Trust structure, the test is performed within the Canadian Master Trust and at the total fund level. 
If either the foreign component of the Canadian Master Trust or the total non-Canadian Master 
Trust were $2 million (or 0.1 percent) over the 20 percent maximum on a book value basis, the 
fund would be liable for $20 000 per month in tax penalties. The FPR is inconsistent with a 
Canadian pension fund's fiduciary responsibility to maximize returns in a prudent manner. 

PROPOSAL 	The automotive industry recommends that the federal government: 
• increase the foreign content limit to 30 percent over five years and then remove all restrictions 

completely 

• reduce administration costs currently required to ensure compliance with the FPR and possibly 
eliminate dual Master Trust structure. 

Recent asset mix studies reveal that a higher allocation to foreign markets offers greater expected 

returns at lower risk. In an FPR-free environment, consideration could be given to venturing 

further into foreign markets. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The foreign property rule attempts to strike a balance between the tvvo objectives of allowing 
sufficient international diversification and of requiring the majority of tax-assisted savings to 
be invested in Canada. The 20-percent limit is monitored on an ongoing basis to ensure that 
it is still appropriate. 
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INDUSTRY-IDENTIFIED ISSUES 

EGULATIONS 

CAPITAL AVAILABILITY AND IMPROVING RELATIONSHIP BETWEEN SMES 
AND FINANCIAL INSTITUTIONS 

INDUSTRY 
ISSUE 

PROPOSAL 

Given the substantial need for capital financing for equipment, training, new technology and 
R&D, financial institution managers and chief operating officers of small businesses need training 
on how to work effectively together to improve access to capital for SMEs. 

The federal government should be able to provide assistance. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The government has been working with financial institutions on capital access by small busi-
nesses, and the banks have been streamlining their approval process for loans. Under Canada's 
Small Business Loans Act (SBLA), businesses may be able to get a term loan directly from an 
authorized lending institution. The loans are available to all businesses operating for profit in 
Canada that have annual gross revenues of less than $5 million. The Business Development 
Bank of Canada has developed a wide range of financing alternatives to respond to the unique 
financial needs of every type of business — from the smallest micro-business that is just starting 
out to medium-sized companies poised for rapid expansion. 
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Will NAFTA replace the Canada-U.S. Automotive Products Trade Agreement of 1965 (Auto Pact), 

as of January 1, 1998? If the Auto Pact were eliminated, duty rates ranging from 0.9 percent to 

1.7 percent (rate effective January 1998) would be applied to cars and trucks imported from 

Mexico, provided that companies obtain the necessary NAFTA certificates. Thus, solicitation 

costs to obtain NAFTA certificates would increase. 

INDUSTRY 
ISSUE 

PROPOSAL Auto Pact should remain in place. 

THE AUTOMOTIVE COMPETITIVENESS REVIEW 

TRADE POLICY 

MARKET ACCESS 

INDUSTRY 
ISSUE 

PROPOSAI  

Canada has one of the most open markets in the world. Increased market access to non-North 

American countries is key to the growth of Canada's automotive industry. 

Market access should be an integral part of any current and future trade negotiations with 

foreign countries. Canada must focus its efforts on increasing market access to the Mercosur 

Free Trade Agreement of the Americans (FTAA) and Asia Pacific Economic Cooperation 

(APEC) economies. 

FEDERAL 	 The Government of Canada has been focussing and continues to focus its efforts on increasing 

GOVERNMENT 	market access for the Canadian automotive industry through various trade liberalization negotia- 

COMMENTS 	tions such as the recent Canada-Chile Free Trade Agreement and other initiatives such as the 

FTAA, the World Trade Organization (WTO) and APEC. 

AUTOMOTIVE PRODUCTS TRADE AGREEMENT 

FEDERAL 	 The Auto Pact has not been replaced by NAFTA. As of January 1, 1998, Auto Pact members in 

GOVERNMENT 	Canada may import automotive goods duty-free from the U.S. either under NAFTA or under 

COMMENTS 	the Auto Pact (in case of the original equipment parts and vehicles). 
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INDUSTRY-IDENTIFIED ISSUES 

TRADE POLICY 

NAFTA SUPPLIER CERTIFICATION 

INDUSTRY 
ISSUE 

PROPOSAL 

Valid exporters certificates of origin are required to import parts and vehicles at NAFTA 
preferential rates of duty. The certification process under NAFTA is time consuming and costly. 

This problem will only increase with new trade agreements. 

Since most parts qualify, it should be assumed that a part qualifies unless notification is provided. 

Certificates of origin should be valid indefinitely, or certificates of origin should be valid for a 

minimum of two years. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Under NAFTA, goods that are entitled to NAFTA tariff preferences require certification of this fact. 

The exporters' certificate of origin is common to all three NAFTA parties and is not required at 

the time of entry. Blanket certificates of origin, which are valid for a maximum of one year, may 

be prepared covering all goods that may be exported by the exporter. These are generic principles. 

The certificate of origin is a requirement under NAFTA. Any changes concerning the certificate of 

origin would require negotiation among NAFTA partners. 

PARTS HARMONIZATION 

INDUSTRY 
ISSUE 

PROPOSAL 

The same harmonized tariff for identical goods should be applied by customs administrations of 
all NAFTA parties. 

The three NAFTA countries should develop a comprehensive tariff schedule that takes into 

account their needs as well as the needs of future members. The three countries should look 
at setting up a committee to address this. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The tariff classification systems of Canada, the U.S. and Mexico are harmonized at the six-digit 
level (there are occasional differences). Tariff classifications are usually 10 digits in length. It 
is difficult to harmonize tariff classification at the ten-digit level, since the last four digits are 
specific to each country. For example, in Canada, the seventh and eight digits are used to 
confer rates of duty, while the ninth and tenth digits are used for statistical purposes. 
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INDUSTRY 
ISSUE 

PROPOSAL 

THE AUTOMOTIVE COMPETITIVENESS REVIEW 

TRADE POLICY 

STEEL TRADE POLICY 

INDUSTRY 
ISSUE 

PROPOSAL 

Auto manufacturers have to import steel when the required steel is not available in Canada or 

when Canadian suppliers are uncompetitive on quality, price and delivery. Imported steel is often 

subject to anti-dumping or countervail duties, which significantly increases the cost of automotive 

products directly and indirectly. This action penalizes assemblers who import steel for their inte-

grated stamping facility, since others can import stamping duty-free as original equipment parts. 

The Special Import Measures Act (SIMA) should have a clear definition of subject goods, problems 
with the shortage of goods that are subject to anti-dumping and countervailing duties. 

Recommendations made by the Alliance of Manufacturers and Exporters Canada Task Force on 

SIMA should be seriously considered and introduced into the legislation as soon as possible. 

Canada should pursue harmonization of dumping and anti-trust legislation under NAFTA. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The industry submitted a set of recommendations to the Standing Committees on Finance and on 

Foreign Affairs and International Trade, which were mandated to review SIMA and to submit a 

parliamentary report for consideration by government. Bill C-35 implements the recommendations 

of the committees. With respect to short supply, the government reviewed the issue and determined 

existing laws to be adequate (e.g. existing remission authority under the Customs Tariff). 

TARIFFS 

Most Favoured Nation (MFN) tariff rates on finished vehicles. 

The industry view is polarized, with some suggesting reduction of the tariff rate and others 

proposing no changes to vehicle tariffs. 
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TRADE POLICY 

FEDERAL 
GOVERNMENT 
COMMENTS 

INDUSTRY-IDENTIFIED ISSUES 

The Automotive Competitiveness Review examined Canada's  MEN  tariff on imported vehicles in 

the context of existing tariff arrangements as well as potential future directions. Canada's  MEN  
tariff on all automotive goods has been steadily declining from 17.5 percent in 1965 to a split 

rate of zero for production parts and to the current 6.7 percent for vehicles and aftermarket parts 

(6.1 percent on January 1, 1999). In addition, all NAFTA-originating vehicles and parts imported 

from the U.S. may enter Canada duty-free, as well as some NAFTA-originating vehicles and parts 

imported from Mexico. By January 1, 2003, all NAFTA-originating vehicles and parts imported 

from Mexico may enter Canada duty-free. Vehicles may also be imported duty-free under the 

Auto Pact. 

In this context, and after careful examination of the various recommendations from stakeholders, 

the Government of Canada has decided against any unilateral changes to the MEN  vehicle tariff 
at this time. However, the government remains committed to pursuing further multilateral trade 
liberalization, including changes to the vehicle tariff, in international fora such as the VVTO, the 
FTAA and APEC. 

FINE-TUNING APPROACH TO TRADE DEVELOPMENT 

INDUSTRY 
ISSUE 

The industry thinks that there is a problem in market intelligence gathering and delivering and 
that the Department of Foreign Affairs and International Trade (DFAIT) does not take a proactive 
role in delivering foreign market intelligence to Canadian companies. 

Cooperation between government and industry associations in export-related training needs 
to be improved. 

The greater value-added of incoming missions was not reflected in Canadian International 
Business Strategy (CIBS) activities. 

Also, the export promotional activities should cover consultancy services of Canadian distributors. 
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THE AUTOMOTIVE COMPETITIVENESS REVIEW 

TRADE POLICY 

PROPOSAL The automotive industry associations should become a conduit for delivering foreign market 

intelligence after DFAIT gathers it. 

The federal government should expand the International Business Opportunities Centre's role by 

channelling sourcing requests from the international business community, not just Canadian 

government offices abroad, and assisting Canadian exporters in marketing their products abroad. 

The attraction to incoming missions should be reflected in the strategy for CIBS activities. 

DFAIT support is needed to promote the export of consultancy services of Canadian aftermarket 
distributors in South America, South East Asia, and central and eastern Europe. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Time is often crucial for business intelligence collection and dissemination. In order to facilitate 

this process and help Canadian companies capture any potential business opportunity, Industry 

Canada and DFAIT (whoever gets the information) will contact industry associations or 

companies directly. 

The CIBS process has been simplified, and international business strategies are developed through 

National Sector Teams (NST), where industry and government jointly identify objectives, develop 

strategies and identify activities such as fairs, missions and seminars. The automotive NST develops 

an international strategy that covers all segments of the industry, including original equipment 

and aftermarket and parts, vehicles and services (including distribution). 

COORDINATING INVESTMENT PROMOTION EFFORTS 

INDUSTRY 
ISSUE 

PROPOSAL 

There is a lack of coordination and cooperation among all levels of government in investment 

promotion efforts. 

All levels of government should ensure that investment promotion activities are mutually 

suppo rt ive and do not jeopardize good investment prospects. Promotional materials on the 

Canadian business climate, tailored to the aftermarket, should be developed to support efforts by 

general managers of Canadian branch plants in securing reinvestment in existing facilities by U.S. 

parent companies or other multinational enterprises. 

FEDERAL 	 The federal government has been working with provincial governments on investment promotion 

GOVERNMENT 	for key sectors. Collaborative efforts with municipal governments need to be strengthened. 

COMMENTS 	 Industry Canada will work with industry associations on producing promotional material on 

the Canadian aftermarket industry. 

31 



INDUSTRY-IDENTIFIED ISSUES 

OTHER ISSUES 

INDUSTRY PROFILE 

INDUSTRY 
ISSUE 

PROPOSAL 

The automotive industry's importance to the Canadian economy in terms of contribution to gross 

domestic product, job creation and technological development did not get enough profile at the 

higher level in the government and its efforts and achievements are taken for granted. 

The industry and government should work together to raise the profile of this important sector. 
The Automotive Advisory Committee (AAC) should raise this with the Minister of Industry. 

FEDERAL 
GOVERNMENT 
COMMENTS 

The government recognizes the importance of the automotive sector in the Canadian economy. 
The AAC reports to the Minister of Industry and serves as a very valuable channel of constant, 
open dialogue. The government also has an automotive committee at the assistant deputy 

minister level to deal with horizontal issues concerning this sector. Joint government-industry 

partnerships to raise the profile and public understanding of this sector would be welcomed. 

CROSS - BORDER AND GREY MARKET VEHICLE SALES 

INDUSTRY 
ISSUE 

PROPOSAL 

Vehicles allocated for the Canadian market are favourably priced relative to those intended for 
the U.S. and offshore markets. As a result, high numbers of vehicles are being purchased in 
Canada for subsequent resale in other countries. This uncontrolled movement of vehicles 
intended for the Canadian market into other markets seriously jeopardizes the Canadian vehicle 
manufacturing companies' ability to maintain their market allocation. 

Since increasing Canadian vehicle prices is not a viable solution, regulations should be introduced 
to restrict the flow of "sold vehicles" to other markets. 

Another proposal that might work better under the NAFTA/WTO environment of trade 
liberalization would be to prohibit grey market sales in a dealer sales and service agreement. 

FEDERAL 
GOVERNMENT 
COMMENTS 

It is not clear that there is a role for government in this case, especially as it might apply to 

restrictions on the sale of vehicles that have been purchased by consumers. 
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OTHER ISSUES 

FRENCH LANGUAGE REQUIREMENTS 

INDUSTRY 
ISSUE 

PROPOSAL 

Unique Canadian French language requirements add significant cost and complexity to products 
intended for sale in Canada. Unique labels are required for sale in Quebec. All operator instruc-
tions relating to or affecting the safe operation of vehicles are provided bilingually across Canada. 

The government should: 
• develop a unified world agreement to use International Organization for Standardization (ISO) 

symbols on all products 
• eliminate consumer warning labels 
• develop an industry position on French-language labelling to eliminate concerns that impact 

Canadian competitiveness. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Canada has two official languages and regulated labelling is in both languages. Manufacturers 
also provide many non-regulated labels in both languages. Canada uses and participates in 
the development of ISO symbols. Natural Resources Canada and the automotive industry have 
recently developed new bilingual fuel consumption labels (Energuide for cars) that indicate 
fuel consumption and annual fuel cost. Wider use of symbols is expected as global standards 
are developed. 

FISCAL AND MONETARY ISSUES 

INDUSTRY 
ISSUE 

PROPOSAL 

There has been a high relative cost and lack of availability of capital in North America for the 
automotive industry. There is a growing trend in the automotive and other manufacturing 
sectors to push down to Tier I suppliers more of the costs of acquiring equipment, training, 
new technologies and R&D activities, which require substantial financing. 

Governments need to strenuously continue reducing competition for capital through elimination 
of deficit spending. Access to current capital pools must be developed and communications 
improved. More efficient administrative procedures and compliance requirements are necessary 
to minimize business costs. 
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OTHER ISSUES 

FEDERAL 
GOVERNMENT 
COMMENTS 

INDUSTRY-IDENTIFIED ISSUES 

Restoring Canada's fiscal health is key to stronger growth and job creation. The deficit has been 

reduced at a measured and orderly pace in order to allow the economy to adjust to the effects 
of reduced government spending. The federal budget will be balanced in 1998-99 and in the 
following two fiscal years. Canada's remaining fiscal challenge is to significantly lower the 
government's debt burden. 

LEASE DISCLOSURE 

INDUSTRY 
ISSUE 

The auto industry continues to move forward on the issue of lease disclosure. Ford Credit, General 
Motors Acceptance Corp., Chrysler Credit, Honda Credit, Toyota Credit, Nissan and Mazda have 
all introduced nation-wide lease disclosure contracts. In addition, The Canadian Automobile 
Dealers Association (CADA) has several thousand contracts available in Ontario, and has 
arranged to distribute similar contracts to other relevant provincial associations. CADA's 
consumer education program and booklet titled "Turning the Lights on Leasing" continues 
to meet its national commitment to consumer education. 

PROPOSAL Closer industry-government collaboration is required to promote and support the automotive 
industry's voluntary efforts to provide full lease disclosure to consumers and to educate the 
Canadian public on vehicle leasing. 

FEDERAL 
GOVERNMENT 
COMMENTS 

Industry's progress in the area of lease disclosure remains largely unrecognized and continues to 
be overshadowed by perceived deficiencies in dealers' sales practices generally. In addition to 
supporting the industry's consumer education program through linkages with Industry Canada's 
Strategis VVeb site, for example, Industry Canada officials and industry representatives are 
already exploring the possibility of developing a voluntary code/dealer certification program 
that would address these problems and introduce standard or best practices into the dealership 
sales environment. 
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ROVINCIAL JURISDICTIONS 

Issues listed below fall under provincial responsibilities and have been forwarded to the attention of provincial governments. 

TAX FOR FUEL CONSERVATION 

INDUSTRY 
ISSUE 

PROPOSAI  

Tax for fuel conservation (like Fuel Economy Standards) is ineffective in reducing fuel use. It seems 

illogical to tax new vehicles, which are the cleanest and most fuel efficient of the Ontario fleet 

and which comprise approximately 10 percent of the Canadian vehicle population. 

Since these taxes apply only to new vehicle efficiency, they provide no incentive to change 

how vehicles are operated, which is the major determinant of overall fuel use. This tax also 

discourages consumers from purchasing new fuel efficient vehicles that are equipped with the 

most technologically advanced emissions systems, providing them with less incentive to replace 

their older, less fuel efficient, high polluting vehicles. 

If altering Ontario's consumer behaviour to make better environmental choices is the objective, 

then it would be better to set an environmental policy that attempts to alter how all consumers 

use their vehicles, rather than altering the consumer's choice of vehicle. Therefore, we support 

public education, mandatory inspection and maintenance programs and other cost-effective 

ways of improving consumer driving habits. 

RETAIL SALES TAX ON WARRANTY PARTS AND LABOUR 

INDUSTRY 
ISSUE 

The effect of levying RST on warranty repairs is double taxation. There is a provision in the selling 

price of the vehicle for warranty costs, and the selling price is subject to RST at the time of sale. 

Ontario is the only jurisdiction (Quebec offers offsetting tax credits) that penalizes manufacturers 

for providing warranty repairs. This tax creates a disincentive to offering warranties — contrary to 

the best interest of the consumer and to other public policy objectives such as the environment. 

Also, because of the extensive warranties on automobiles, this tax discriminates against the 

motor vehicle manufacturers. 

PROPOSAL 	The RST and GST should be harmonized. This would result in the removal of taxes from business 

input costs. 

35 



INDUSTRY-IDENTIFIED ISSUES 

ROVINCIAL JURISDICTIONS 

ONTARIO PROPERTY TAX REFORM 

INDUSTRY 
ISSUE 

PROPOSAL 

The Ontario government has introduced two Bills to amend the Assessment Act and the 

Municipal Act, Bill 106 and Bill 149, titled The Fair Municipal Finance Act. Bill 149 will eliminate 

the inequity and distortions within classes by adopting a current market value system. Although 

this is a good first step, a fair and equitable property tax system will not be achieved unless the 

inequity between classes is addressed. 

Taxes on industrial properties are higher than other business in Ontario and are four times those 

in competing jurisdictions. Current over-taxation of the Ontario industrial sector hinders the ability 

to compete globally. 

Sections 7 and 8 of the Fair Municipal Finance Act should be amended to: 

• establish a level playing field by creating a single class and rate for all businesses 

• prevent the use of property taxes to "bonus" or "penalize" taxpayers through targeting 

• immediately reduce the rate for over-assessed taxpayers without a phase-in of the reductions. 

Bill 160 should be amended to: 
• establish a single education tax rate that is clearly defined in legislation for all businesses 

across the province. 

WIND-UP BENEFITS UNDER THE PENSION BENEFITS ACT 

INDUSTRY 
ISSUE 

The additional benefits that must be provided upon wind-up of a pension plan pursuant to 
section 74 of the Ontario Pension Benefits Act (PBA) result in large additional costs to employers. 

Most major employers sponsor pension plans in order to provide income security for retiring 

employees. These benefits were intended to be provided only to individuals who meet the criteria 
on the date of their retirement. The revised Regulation to the PBA in 1987 required that the 
employer make contributions to the pension plan to provide for wind-up benefits to those individuals 

who were age 45 with 10 years of service at the date of the wind-up of their pension plan and 
who would be eligible to grow in to these additional benefits. 

Furthermore, Pension Benefit Guarantee Fund payments are much greater as a result of the 
solvency funding requirements. Unlike pension plan funding, this is an expense that cannot 
be utilized at a future date. The government itself has recognized that section 74 imposes a 
significant additional (and unintended) cost burden by recently announcing that the government 
of Ontario will exempt itself from these wind-up provisions for any potential staff reductions. 
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• ROVINCIAL JURISDICTIONS 

PROPOSAL Section 74 should be eliminated from the Ontario Pension Benefits Act to allow private employers 

to obtain the same relief that the government is granting itself. The cost of sponsoring a pension 
plan should be reduced to the level that was originally negotiated, which will help maintain the 
competitiveness of Ontario plants with those in other provinces and in the U.S. 

EXTENSION OF THE RETAIL SALES TAX TO EMPLOYMENT BENEFIT PLANS 

INDUSTRY 
ISSUE 

PROPOSAL 

The RST has had a significant impact on the cost of insurance premiums and employee benefits. 

There are three logical consequences as a result of this tax: 
• employers are reluctant to establish benefit plans subject to tax 

• since it now costs more to hire an employee, employers tend not to hire as many employees 

• Ontario's competitive advantage on employee costs is deteriorated. 

This tax discriminates against auto manufacturers whose employees are older and whose health 

and benefit costs are consequently more expensive. Also, this tax penalizes companies that 

choose to be socially responsible by providing comprehensive benefit plans to their employees 

and families, and provides a competitive advantage to companies that do not. 

All hidden business costs should be eliminated. A broad-based, socially responsible GST would 

be more efficient and fair in raising tax revenues. As well, the current tax discourages funded 

plans and is contrary to other government initiatives to provide more security to workers such 

as solvency pension funding in Ontario. 

QUEBEC INPUT TAX REFUNDS 

INDUSTRY 
ISSUE 

Quebec does not allow full input tax refunds, resulting in administrative complexity and 
increased costs. 

PROPOSAL The decision made in the last budget should be revised, and full harmonization of GST rules 

should be adopted. Exceptions should be eliminated. 
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ROVINCIAL JURISDICTIONS 

HARMONIZATION OF RST AND GST 

See "Harmonization of Retail Sales Tax/Goods and Services Tax" under the section on "Regulations" p. 16. 

OCCUPATIONAL HEALTH AND SAFETY ACT REFORM 

INDUSTRY 
ISSUE 

PROPOSAL 

The current Occupational Health and Safety Act contains provisions that allow workers to stop 

working when they feel that their health and safety is at risk. The existing provisions are subject 

to abuse as a labour relations tool and have caused undue economic hardship for employers 

when no bona fide safety issue exists. 

The work refusal provisions should be modified to reduce their economic impact. Reporting 

of hazards for resolution should be required as a mandatory first step before a refusal can be 

invoked. Timely investigation, resolution or replacement should be allowed when a refusal is 

invoked. The Act should be modified to improve clarity and shift to performance-based standards. 

PROVINCIAL FRANCHISE LEGISLATION 

INDUSTRY 
ISSUE 

There is no demonstrated need for inclusion of motor vehicle dealers in franchise law. 

PROPOSAL Auto manufacturers and their dealers should be exempt from any provincial franchise legislation. 
The National Automotive Dealer Arbitration Program (NADAP) should be used to resolve any 
issues in the dealer/manufacturer relationship. This will reduce the demand on the Canadian 
court system and allow for more streamlined, cost-effective resolution of disputes. 
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ROVINCIAL JURISDICTIONS 

UNIQUE PROVINCIAL REGULATIONS 

INDUSTRY 
ISSUE 

PROPOSAL 

Various provinces have initiated unique regulatory activities affecting automotive products, 

without regard to harmonizing these regulations within Canada. These activities have focussed 

on CFC regulations and exhaust emission standards in particular. This creates many problems, 

generates needless additional costs and reduces competitiveness. These differences are rarely 
technically or economically justified. The result is high cost and burden associated with unique 
provincial regulations, including higher product costs, unique development costs, costs asso'ciated 

with unique and/or duplicate testing requirements to support unique regulations, negotiations 
associated with regulatory differences, delayed product introductions, quality impact, administrative 
duplication and lost opportunity. 

All Canadian product regulations should be harmonized by marshalling all product regulations 
under federal jurisdiction and eliminating provincial regulations affecting consumer products. The 

result will be improved relations, lower product costs, improved products, improved public image 

and improved international competitiveness. 

PROVINCIAL CONSUMER CORPORATE AFFAIRS VERSUS 
FEDERAL COMPETITION ACT 

INDUSTRY 
ISSUE 

Auto manufacturers continue to manage their relationship relative to new vehicle advertising to 

abide by the applicable federal and provincial mandates, as identified by law. 

Various provincial applications that either conflict with federal legislation or go beyond federal 
legislation negatively affect our ability to compete on a national basis. This situation is most 

evident in the province of Quebec. Many of these conflicting legislations prove to be costly 

and administratively burdensome. 

The issue relates primarily to misleading ads and deceptive trade practices. For years, the industry 

has sought not to change the laws, but to have the federal government, provincial consumer 

ministries, and the auto industry agree on uniform advertising and disclosure guidelines. 

PROPOSAL A national standard should be established, which will also be reflected in provincial regulations. 

A national standard enforcement policy would be fair to all dealers, all consumers, all manufacturers, 

in all markets. 
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'  ROVINCIAL JURISDICTIONS 

EMPLOYMENT STANDARDS ACT REFORMS 

INDUSTRY 
ISSUE 

PROPOSAL 

Ontario businesses are at a competitive disadvantage relative to other jurisdictions due to 

restrictive hours of work provisions in the Employment Standards Act (ESA). Ontario is at a 
significant disadvantage with respect to the ability to schedule hours of work, as the ESA makes 
all work voluntary after eight hours per day and 48 hours per week. The ESA requires reform to 

address this issue and to increase flexibility through performance-based standards to competitively 

position businesses in Ontario. 

The hours of work and overtime provisions should be revised to allow greater workplace flexibility 

and to eliminate the permit system. The Act should be reformatted to eliminate redundant or 
ambiguous provisions and to update definitions and standards to reflect emerging employment 
relationships. 

WORKERS' COMPENSATION REFORM 

INDUSTRY 
ISSUE 

In November 1996, Ontario introduced Bill 99, Workers' Compensation Reform Act. There is 
a definite need to reform the Workers' Compensation system. Bill 99 marks an important step 
forward for Workers' Compensation and positively reflects the changes important to employers. 

PROPOSAL Bill 99 rectifies many employer concerns and appears to bring financial viability to the system. 
Progress of this reform (in the final stages of the review) must be monitored to see it through 
to completion (target for completion is January 1, 1998). 
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b  ROVINCIAL JURISDICTIONS 

APPLICATION  PROCESS FOR "GREEN HOURS" 

INDUSTRY 
ISSUE 

PROPOSAI  

Workers in Ontario can be scheduled for eight hours of work in a day and 48 hours in a week. 
Beyond these thresholds, the worker must agree to work. 

Regulations in the Employment Standards Act require employers to maintain records and track 
hours worked in a week that exceed 48 hours. As the individual employee's "green hours" begin 
to approach 100 hours in total, employers are required to apply to the Ministry of Labour for 
a "green hours" permit for each employee. Permits are granted by the local Ministry office in 
blocks of 100 hours; that is, once an employee has reached the 100-hour plateau, the Ministry 
authorizes the employer to offer the employee "green hours" work for another 100 hours. 

This administrative requirement drives non-value-added work in information systems, personnel 
and finance and has in rare cases the potential to become a bargaining objective in situations 
where the respective union representative fails to concur with management's application. The 
non-value-added dimension of this requirement is particularly salient when one considers that 
the controlling element in the process is the individual employee's desire to work. 

The following alternatives to this requirement should be introduced: 

• eliminate the requirement for "green hour" applications and allow the employee's rights 
with reference to "8 and 48" to govern the situation 

• instruct local Ministry of Labour offices to issue permits in blocks of 500 hours 
• change the application trigger from 100 hours to 500 hours. 

This change would eliminate administrative burden not found in the U.S. and, in our opinion, 
would go unnoticed by all except the clerical/administrative resources dedicated to the 

application process. 
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