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THE AUTOMOTIVE COMPETITIVENESS REVIEW

~ The timing is right
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Successful countries in the global, knowledge-based economy will be those whose macro-
economic fundamentals are sound and who invest in knowledge, lifelong learning and innova-
tion. Significant opportunities exist in this key sector to significantly increase R&D activity,
opportunities that should be identified and exploited by the assemblers themselves or in partner-
ship with their suppliers and other stakeholders. The government believes more must be done
by all partners to support innovation and risk taking in Canada and is committed to building
creative partnerships between the private and public sectors to accelerate the adoption of
innovative technology in all sectors of the economy.

The ACR has identified a significant gap in the level of R&D undertaken in Canada by this sector.
The automotive industry is a key manufacturing sector representing 20 percent of investment
and 11.6 percent of manufacturing output. Yet its investment in R&D is four times less than the
average in the Canadian manufacturing sector. The Canadian R&D infrastructure is extensive
and the cost of R&D in Canada is relatively low. According to Statistics Canada, between 1992
and 1994, the industry more than doubled its R&D expenditures from $83 million in 1992 to
$192 million in 1994. Since then, R&D expenditures have decreased by 22 percent. It would be
reasonable to expect, in light of the technological demands that have been identified and the
positive climate for R&D in Canada, that the automotive industry could substantially increase
its R&D expenditures from the 1996 level over the next several years. Over the longer term, the
automotive industry may want to consider actions required to significantly reduce the R&D
investment gap relative to the U.S.

PRIORITY: HUMAN RESOURCES

Canada’s investment in education is among the world’s highest, and Canadians are among the
world’s most highly educated people.5” Canada also ranks first among automotive-producing
countries with respect to the availability of educated workers (see Figure 14).

Figure 14
Post-secondary Education Enrolment, Automotive-producing
Countries, 1997

Source: The World Economic Forum, Global Competitiveness Report, 1997.
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