May/June 1985

fere 2 1985

s, o
= IS e
ij '\ﬁk\h
o

/ \
I£4
o

\

A

Expo 86 Takes Shape

Canada’s Aerospace Industry —
Selective Specialization

Special Section on the Budget
and Nielsen Report



THINK ABOUT IT.
THINK CANADIAN.

When we buy goods manufactured in
Canada, WE all benefit.

We increase PRODUCTION and create
JOBS NOW and in the future.

Look around — compare — buy wisely.
LOOK for the maple leaf.
THINK ABOUT IT — THINK CANADIAN!

PENSONS-Y BIEN.
PENSONS CANADIEN.

Quand nous achetons des produits
fabriqués au Canada, NOUS en profitons
tous.

Nous favorisons l'accroissement de la

PRODUCTION et nous créons des
EMPLOIS pour AUJOURD’HUI et demain.

Regardons, comparons, achetons
judicieusement.

RECHERCHEZ la feuille d’érable.
PENSONS-Y BIEN, PENSONS CANADIEN!
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Business Review

Aerospace Technology Marketing
Consortium

A five-member Ontario consortium has
recently been formed to market aero-
space products and services internation-
ally. The five firms, all leading suppliers
to the Canadian aerospace industry,
have joined in the formation of a new
company called The Ontario Aerospace
Consortium.

Members include: Chicopee Manu-
facturing Limited of Kitchener; DAF
Indal Ltd. of Mississauga; Fleet Aero-
space Corp. of Fort Erie; NYAB
VICOM (General Signal Limited) of
Kingston; and Reil Industrial Enter-
prises Limited of Rexdale.

For further information, contact:
Jay Yule, 9th Floor, Hearst Block,
900 Bay Street, Toronto, Ontario
M7A 2E3; Tel: (416) 965-1576.

New Copper Concentrator for Peru
A $300 million copper concentrator,
recently inaugurated in Peru, has been
backed by Canadian financing, engi-
neering by Canadians and stocked with
some $90 million worth of Canadian
equipment. Engineering, procurement
and construction were managed by The
SNC Group.

The project was backed by a loan
of $100 million from the Canadian
Export Development Corporation and
another loan, of $115 million, from an
international consortium of banks led
by the Toronto-Dominion International
Bank Ltd. Other banks are the Bank of
Nova Scotia, Barclays Bank Interna-
tional, Chase Manhattan Ltd. and
Sumitomo Trust and Banking Co. Ltd.

For further information, contact
Jacques E. Lefebvre, Vice-President,
Public Affairs, The SNC Group, Tel:
(514) 282-9551.

Port of Prescott

New Policy Opens Doors to China
China — the world’s most populated
country — is opening its doors for glob-
al business. And for Canadian exporters
that could spell unparalleled opportun-
ity, according to Canadian trade offi-
cials. The marketing potential, they feel,
will come from a wholesale agricultural
renewal program in China.

For further information, contact
External Affairs East Asia Development
Division (PET), Tel: (613) 995-8244.

Export Sales Climb
Canadian exporters sold more than $9.6
billion worth of goods in world markets
in January, reversing a three-month
slide in global sales. The value of ex-
ported goods, according to Statistics
Canada, rose 2.6 per cent — or $245
million — during the month, posting a
$1.5-billion trade surplus in the process.
Best sellers were automotive pro-
ducts, industrial goods and materials,
agricultural goods and fish products.

New JETRO Publication on Trade
Shows in Japan
The Japan External Trade Organization
(JETRO), host of a number of trade
shows and missions in Japan, has re-
cently published a brochure, How to
Succeed in Trade Shows and Exhibitions
in Japan. The brochure offers sound
advice and essential pointers to busi-
nesses considering exporting to Japan.
The brochure is published in
English and is available free of charge
through the Japan External Trade
Organization, 7th Floor, 151 Bloor
Street West, Toronto, Ontario
MSS 1T7. For further information, con-
tact Robert Ulmer, project manager,
Tel: (416) 962-5050.

Known since 1930 as the Prescott Elevator, the newly named Port of Prescott on
the St. Lawrence Seaway is expanding its activities to attract a much larger variety

of products to its facilities.

This year marks the 150th anniversary of the Town of Prescott as well as the
25th anniversary of the St. Lawrence Seaway. To celebrate both these events, the
port has changed its name and initiated a program of development designed to
create an environment that will encourage a wide array of industry to become estab-

lished and grow.

For further information, contact Prescott, River Road East, Prescott, Ontario

KOE 1TO; Tel: (613) 925-4228
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Canada’s Livestock Population
Canada’s cattle population is changing
Statistics Canada national livestock sur-
vey reveals that the number of cattle on
Canadian farms has dropped to its
lowest level in 23 years. As of January
1985, it is estimated that there were just
under 11 million head of Cattle in
Canada, a 3.4 per cent decline from a
year ago.

One of the reasons for the decline
might be that Canadians are eating less
beef. In 1983, the per capita consump-
tion of beef was down to 40 kilograms
(88.4 pounds) compared with more than
51 kilograms (113 pounds) in 1976.

The Tin Can Industry

When and where the first tin cans were
invented is lost in the mists of time but
today in Canada, stamping and pressing
tin cans for preserving foods is an
industry in its own right.

Statistics Canada reports that in
1982 Canadian manufacturers shipped
more than $200 million worth of cans
destined for fruit and vegetable packing
plants and $50 million worth of metal
containers for evaporated milk. Fruit
and vegetable juice cans accounted for
more than $40 million while cans for all
other foods, including meat products,
were valued at nearly $90 million.

SR Telecom Signs Multi-Million
Dollar Contracts

SR Telecom of Canada, based in Saint-
Laurent, Québec, has recently signed a
second set of contracts for its SR micro-
wave radio telephone systems, valued at
more than $9 million. The contracts
were signed with Turkey, Zimbabwe and
the Yemen Arab Republic.

These second-time orders confirm
the success of the company in bringing
this sort of service to remote, dispersed
communities in approximately 30 differ-
ent countries in areas as varied as the
Middle East, Africa and China.

The contract with Turkey is report-
ed worth $4.9 million; with Zimbabwe,
$3.2 million; and with Yemen more than
$1 million.

For further information, contact
Lou Bugeaud, SR Telecom, 8150 Trans-
Canada Highway, Saint-Laurent,
Québec H4X IMS; Tel: (514) 335-1210.



Mine Hoists to Mexico

John T. Hepburn, Limited, of Toronto has recently shipped two mine hoists to
major mining companies in Mexico. One, a 254 cm (100 in.) by 91 cm (36 in.)
double drum production hoist (illustrated) powered by a 500-h.p. motor, was
shipped to Cia. de Real del Monte y Pachuca, S.A. The other, a 228 cm (90 in.)
diameter, four-rope friction hoist powered by 1 000-h.p. DC motor, went to Indus-
trial Minera Mexico, S.A., along with an ore pocket weighing system.

For further information, contact John T. Hepburn, Limited, 914 Dupont
Street, Toronto, Ontario M6H 1Z2; Tel: (416) 671-2200.

Conference Roundup

Trade Fairs in Latin America and
Caribbean

The Latin American and Caribbean
Programs Division of External Affairs
is sponsoring Canadian participation in
a number of trade fairs and missions to
and from Latin America and the Carib-
bean in July and August.

Fairs include: IX World Forestry
Congress Exhibition, Mexico City, July
1 to 7. Missions include: Mission from
Mexico, Peru, Colombia, Chile, Guate-
mala, Ecuador and Costa Rica to
Canada-Latin American Remote Sens-
ing Symposium, July 15 to 19; Oil and
Gas Equipment and Services Mission to
Argentina in July; Seed Potato Mission
from Uruguay, August 10 to 11.

For further information, contact
Latin America and Caribbean Programs
Division, Tel: (613) 996-7408.

Automotive Aftermarket

An Automotive Aftermarket Confer-
ence will be held in the High Sierra
Hotel and Casino, Lake Tahoe, Nevada,
July 29 to 30.

For further information, contact
Eleanor Bernet, Frost & Sullivan, Inc.,
106 Fulton Street, New York, NY
10038, U.S.A.; Tel: (212) 233-1080.

Satellite Symposium

Satellite Symposium ’85, a gathering of
the Canadian Television Receive-Only
(TVRO) industry, will be held in
Toronto’s Skyline Hotel, July 1 to 3.
Presented by SIGNAL magazine, the
event is divided into three sections —
symposium, trade seminars and
exhibition.

Focusses of the symposium are
technology, marketing and industry
issues. The trade seminar and exhibition
offers dealers and installers nuts and
bolts sessions on diagnosis, quality
antenna installations, marketing and
consumer education.

For further information, contact
SIGNAL, P.O. Box 238, Station D,
Scarborough, Ontario MIR 5B7; Tel:
(416) 759-6639.

7 =
a7

N /

Canada Commerce May/June 1985

Northern Telecom Expands Fibre
Optics Operation

Northern Telecom Canada Limited is
expanding its worldwide Saskatoon
headquarters for fibre optics to meet the
growing demand for fibre optics tech-
nology in the global telecommunications
market.

The 4 680 square metre (50 400
square foot) addition to the existing
facility, to be built at a cost of $1.6 mil-
lion, will give the division more than
13 560 square metres (146 000 square
feet) of office, warehouse and manufac-
turing space. The original 8 910 square
metre (96 000 square foot) plant was
opened in 1981 at a cost of $14 million.

For further information, contact
Ruth Ann Yardley, Northern Telecom
Canada Limited, 255 Albert Street,
Suite 700, Ottawa, Ontario K1P 6A9;
Tel: (613) 563-0336.

International Fancy Food &
Confection Show

The 31st Annual International Fancy
Food & Confection Show is scheduled
for the Georgia World Congress,
Atlanta, Georgia, July 14 to 17, and is
expected to be 40 per cent larger than
the 1984 event.

For further information on the
show, contact Pat Dolson, Manager,
International Fancy Food & Confection
Show, P.O. Box 3833, Stamford,
Connecticut 06905, U.S.A.; Tel: (203)
964-0000.

Trade Fairs in the U.S.

The U.S.A. Trade and Investment
Development Bureau, U.S.A. Market-
ing Division of External Affairs is spon-
soring Canadian participation in a
number of trade fairs in the United
States in August.

Fairs include: the Western National
Restaurant Convention and Exposition
in Los Angeles, August 10 to 13;
Pennsylvania Agricultural Progress
Days, State College, Pennsylvania,
August 20 to 22; APAA — the Auto-
motive Parts and Accessories Associa-
tion Show, Chicago, August 26 to 28.

For further information, contact
United States Trade and Investment
Development Bureau, United States
Marketing Division, Tel: (613) 993-5911.

3



Innovation

Leaders Are Teachers

Executives must be good listeners if they are serious about creating a
healthy corporate culture.

orporate culture is instilled
c from the top. It is a product of

leadership. This means that
Northern Telecom’s corporate culture is
in the hands of its top executives. This
is not a casual generalization; it is based
on a systematic study of how leadership
has developed.

The predominant style of leader-
ship has gone through three stages. In
the first stage, which goes back quite a
long way, the leader was a man on a
horse leading the troops. This gave way
to the view of the leader as a leader of
leaders. We are now passing into still a
third stage in which the top people in an
organization have to be the teachers of
the leaders under them. The leader as
teacher is a concept that has many signi-
ficant implications.

It is still true that the chief execu-
tive officer sets the tone and establishes
the standards that characterize the com-
pany and determine its culture. But the
one-man show doesn’t work anymore.
The imparting of corporate values —
setting the example — has to be carried
on throughout the organization by the
leaders of the various segments of the
business.

To be effective, power has to be
shared, and this goes deeper than dele-
gation. Leaders must have the intelli-
gence and courage to release and
encourage others to outperform them-
selves — and people will do this if given
the chance. All executives, therefore,
have an important role to play in devel-
oping, expanding, and reinforcing the
corporate culture of their organization.

Corporate culture is to a company
what character and personality are to a
man or woman. A corporation’s char-
acter is displayed in the values it holds
to be important and in its success in
ensuring that these values are upheld.
Quality of product, caliber of service
and trustworthiness are some of the
values which one immediately thinks of.

At a deeper level, corporate char-
acter is determined by the employees’
feelings about the company. How do
they think they are treated? What is
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their motivation to work, to carry for-
ward the company’s objectives? How
good an understanding do they have of
these objectives? What are relationships
like in the company? How open are
communications? In short, what is the
picture of the company its people carry
in their minds and hearts?

The outside image a company con-
veys is also an important component of
its culture. A corporation is seen in dif-
ferent ways by customers, suppliers and
government agencies; by the financial
community and investors; and by the
neighborhoods where it has plants, labo-
ratories, and offices. Is it regarded with
respect? Is it thought of with friendli-
ness? Are the expectations of its conduct
as a business organization high, medium
or low?

It is instructive to see how corpo-
rate culture looks when you start from
scratch and are faced with the problem
of building an entirely new organization.
This is not to suggest that Northern
Telecom or a similar corporation with
long-established traditions and methods
of operating can proceed in the fashion
that I am about to describe. Neverthe-
less, something useful can be learned by
holding up a clean slate and seeing what
you would write there if you had the
opportunity.

For some time, I have been involved
as a consultant to a new regional airline.
A lot of planning and preparation had
been done by the time I joined, but still
there were fewer than a dozen employees
in the organization. The possibilities
were wide open.

Early on, I was asked whether there
should be a conventional personnel
department with a great deal of author-
ity, or whether the personnel function
should be decentralized, with the
authority resting on the heads of the
various departments. Clearly the ques-
tion was much more significant than
drawing boxes on an organizational
chart. The underlying question was the
nature of the company’s organizational
philosophy regarding its people. What
was this going to be? In coming to grips
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with that, I had to focus completely on
what this new company should be like
on the inside. In other words, I was
trying to spell out a corporate culture.

In attempting to accomplish this
challenging task, I came up with four
aims — none easy to attain.

irst, the organization needed to
F be one in which the employees

have pride. That’s the key word:
pride. They should understand and re-
spect the company’s objectives and poli-
cies. Next to their families, this
organization should be the most impor-
tant thing in their lives. That means, of
course, that the company must not only
achieve success but also operate accord-
ing to high standards so that it’s consid-
ered a mark of distinction to be a
member of it.

The company’s second aim, there-
fore, should be to address the issue of
fairness. This obviously applies to com-
pensation and benefits. It applies also
to being treated equitably as an individ-
ual. If an employee has a problem, he
or she should be confident that the com-
pany’s personnel policies will treat them
fairly and that the managers who are
implementing the policies will deal with
them with consideration and empathy.
People must have trust in the
organization.

The third aim should be opportu-
nity. Recognition should be extended to
those who earn and deserve it, not only
in terms of getting ahead in the com-
pany, but in terms of growing as a per-
son — becoming a more mature and
complete individual.

Training and development pro-
grams are key here, and this means
training and development programs for
people at all levels. Jobs and roles in the
company must be well designed so that
people can contribute at the top of their
ability. I’m talking about job enrich-
ment. There is no doubt that this is one
of the most misused and misunderstood
terms in industry, but as a concept it is
singularly important and it ought to be
carried out effectively.
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The fourth aim chalked up on the
empty slate was communication. So
much has been said about communica-
tion that I’m afraid sometimes we just
pass over it. Nevertheless, a company
must give systematic, continuing, care-
ful and thoughtful attention to commu-
nication. Never skip it. Keep people
informed so they really feel they are on
the team. Solicit their ideas. Encourage
them to come forth with their thoughts
about what will make the company
more successful. Inspire a favorable cli-
mate of communication so the people
feel free to speak up.

This concept is so important that it
is being given precedence over other
goals at the new airline. For instance,
one concept was to start measuring per-
formance. The idea was to use much the
same kind of indexes that are used in the
Bell system to measure the performance
of individuals and units. It was finally
decided that it was too early for this; it
might turn people off and make them
unnecessarily and detrimentally nervous
in their new jobs with a new company.

Instead, our first step will be to
encourage employees to articulate their
ideas about how the company can im-
prove its operations and conduct its
various practices and policies more
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effectively. Being right there on the job
with a new company, they are the ones
who will have the best ideas on how to
do this. This is consistent with the
notion that we want to start off making
them partners, rather than employees in
the conventional sense. This calls for a
sharing of ideas. And sharing ideas calls
for some unique skills that aren’t always
highly valued in the hierarchy of con-
ventional management talents.

¢ are really talking about the
art of listening — the most
important of all the manage-

ment skills today. Listening is essential
if executives are to develop into teachers
of leaders. Good teachers are first of all
good listeners and, fortunately, listening
is an art that can be taught.

A significant illustration of this
comes from AT&T, and it goes back a
number of years. At one time the Bell
system had a cafeteria of courses for
middle management; each of the asso-
ciated companies would pick about
three and send everybody in middle
management for a two-week program.
One of these programs was called Talk-
ing With People, but a better title for
it would have been How To Listen To
People.
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Of all the programs that we evalu-
ated, this was the one that consistently
and uniformly was picked as the most
effective. Those who attended received
training in how to listen; they would tell
us, “‘I now see how it is possible to be
a better manager,’’ or ‘‘I know how to
go about dealing with my people more
effectively.”” Some would even go on to
say such things as, “‘It’s made a better
family man out of me. Around the table
now, I don’t just lay down the law about
how everybody is supposed to act, but
I listen, and I learn a lot about how to
be a better parent.”

My point is that all truly great
organizations, whether they realize it,
have developed and valued the ability to
talk or listen to people. This is not to
suggest a culture in which every man-
ager’s office comes equipped with a
psychiatrist’s couch. It does suggest a
recognition that the organization itself,
the people who comprise it, can make
things work better if their managers pay
close attention to their ideas, their work-
ing experiences.

In this increasingly complex world,
it will be important for all executives to
develop the skill of listening as a means
of staying tuned into the organization’s
morale climate. I think this will do more
for any executive than a host of surveys.
Becoming a better listener and observer
should be an important part of one’s
approach to management. It is basic to
understanding a corporation’s culture
and is one of the strongest skills any
manager can develop.

Now, let us conclude with the core
point regarding corporate culture. Put
simply, this is that the one-man show
doesn’t work any more. The imparting
of corporate values, setting the example,
has to continue down and throughout
the organization by the leaders of the
various units. All managers have an
important role to play in developing and
reinforcing the company’s corporate
culture. vt

— by Douglas Williams

of Douglas Williams Associates,
Carefree, Arizona, specialist

in attitude surveys.

This article appeared in The
Princeton Papers and has been
reprinted in Canada Commerce
with the permission of North-
ern Telecom Ltd.
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DSMA —

Leader in Test Facilities

ne of Canada’s foremost
o producers of test facilities,

Dilworth, Secord, Meagher
and Associates (DSMA) Ltd., Consult-
ing Engineers, is now more than 30 years
old and has participated in more than
60 test facility projects in 15 countries.

Established in 1952 to ‘“serve clients
having advanced technology require-
ments’’, DSMA has been active in the
engineering of research, development
and test facilities including aeronautical
wind tunnels, automotive and petroleum
test facilities, space simulators and
building research facilities.

The NAE (Canada) vertical/short
takeoff and landing (V/STOL) wind
tunnel, designed by DSMA and commis-
sioned in 1968, was the first large, low-
speed wind tunnel to address the aero-
dynamic problems of V/STOL aircraft.

DSMA also supplied both the engi-
neering and construction supervision
services for the most advanced low-
speed wind tunnel in the world, the
DNW (German/Dutch) wind tunnel.
Commissioned in 1980, this facility is
noted for its excellent flow quality and
the multiplicity of large, interchangeable
test sections. The DNW tunnel also fea-
tures a large, moving-belt ground plan
subsystem for optional implementation
during tests.

Currently, DSMA is involved in
two European low-speed wind tunnel
projects for automotive aerodynamic
investigations. In both cases the designs
employ a cost-effective, slotted-wall test
section developed by DSMA'’s own,
in-house R&D program.

In the mid-1960s, DSMA began to
apply its accumulated experience in
wind tunnel design to the specialty mar-
ket of environmental (or climatic) test
facilities for the automotive and petro-
leum industries. Its first such project
was the multi-purpose wind tunnel for
the Chrysler Corporation which came
on line in 1971 and has remained in
continuous use ever since.

To date, DSMA has provided nine
environmental test facilities worldwide,
usually on a turnkey, design-and-supply
basis.

Also during the 1960s, the original
company’s organization became more
diversified in order to expand the range
of services offered.

The engineering design aspects were
assigned to DSMA International Inc.
of Toronto while a construction-
management company was added in
the form of Champlain Power Products
Ltd., also of Toronto.

In the 1960s,
DSMA'’s organiza-
tion became more
diversified to
expand its range
of services.

This organization remains essen-
tially the same today with DSMA Inter-
national Inc. and Champlain Power
Products Ltd. forming the core of a
seven-company group. All of the com-
panies in the DSMA Group are subsid-
iaries of a common parent, Dilworth,
Secord, Meagher and Associates Ltd.
based in Toronto.

To serve the United States market,
DSMA Engineering Corporation and
Champlain Constructors Inc., both of
Orlando, Florida, offer complete engi-
neering design and construction man-
agement services from an American
base.

tional Inc. is represented by a

Zurich-based office in Europe while
Champlain Power Products AG in Zug,
Switzerland, provides a European base
for construction management services.

In a more general sense, the long-
standing involvement of DSMA and
Champlain in the specialized field of
product testing has developed a well-
refined methodology for listening to
clients, focussing on their needs and
requirements and integrating them into
the most cost-effective solution.

I n a similar fashion, DSMA Interna-
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The broad experience base of pre-
vious projects from which DSMA is able
to draw represents an additional bonus
in avoiding pitfalls and blind alleys
during the planning and design phases.

DSMA has also developed a wide
range of experience and expertise in
areas other than in test facilities,
including extensive involvement
with the design and manufacture of
such diverse items as:

® large, heavy rotating machinery such
as chassis dynamometers, large fans
and drive motors, moving-belt
ground plane assemblies;

® high-precision metrology equipment
such as traversing gear assemblies,
large aerodynamic platform
balances;

* and sophisticated simulator systems
including solar light banks, humidity
control systems, anechois designs.

The DSMA total systems approach
offers in-house engineering expertise in
structural, mechanical, aerodynamics,
thermodynamics, heating/cooling/
refrigeration systems, air handling, elec-
trical, controls, instrumentation, data
acquisition and management, test facil-
ity automation design, acoustics and
aero-acoustics, safety and security
systems, fuels handling systems.

In addition, DSMA offers a flexi-
ble and versatile range of engineering
services including feasibility studies,
preliminary engineering studies, detail
design services, hardware/software spe-
cifications, equipment sourcing, sched-
uling services, test and commissioning
programs, site engineering services, staff
training and operator/maintenance
manuals.

As the construction arm of the
DSMA Group, Champlain offers a
turnkey design and supply service which
includes: planning, scheduling, co-
ordinating and control of design,
supply, site assembly and test and com-
missioning; technical specifications;
tendering; bid review; supplier contract
negotiations; quality and cost control;
and much more. ]

For turther information, contact;

Dilworth, Secord, Meagher and
Associates Limited

10 Park Lawn Road

Toronto, Ontario

MS8Y 3HS8

Tel: (416) 252-5751

Telex: 06-967880
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Canada-Israel Institute
for Industrial Research
and Development

s the rate of progress in technol-
ogy and communication
expands, the world gets smaller

and borders disappear in the quest for
knowledge and science.

Because of the proliferation of new
ideas and the desire to make these
ideas useful, a number of problems
arise:

® How is this knowledge to be passed on
to the experimentor, to the entrepreneur
and, finally, to the user?

® How can groups be brought together
who are working on similar or comple-
mentary subjects?

The Canada-Israel Institute for
Industrial Research and Development
has been formed to bring together the
innovative capabilities of Canada and
Israel for the purpose of creating new
ventures which will benefit the two
countries.

In particular, the institute seeks out
technology under development which
could benefit from joint activities by
Canadian and Israeli firms. It will advise
on incentives and tax benefits, assist in
working out licensing agreements as well
as obtaining venture capital. It will also
work closely with Israeli and Canadian
authorities to obtain their full co-
operation and later facilitate smooth
operation of the venture.

Although it has only been function-
ing since November 1984, the institute
has already been involved in a number
of proposals, one of which is the use of
aeroponics for growing fruit and vege-
tables under controlled conditions for
the Canadian winter.

Aeroponics, in contrast to hydro-
ponics, is a system in which nutrients,
air (oxygen) and water are supplied
directly to the bare root system in a
highly controlled environment.

Another proposal is the application
of advanced security systems to the
supply and manufacture of entrances to
restricted areas. Software for education-
al training and a number of medical
devices are also being investigated for
joint research and development.

More than any other, the medical
field lends itself to co-operative joint
effort between the two countries as both
are well advanced in medicine.

Because of its isolation and as a
result of its exposure to armed conflict,
Israel has developed an industry in
medical devices which is extensive for
the size of the country. Canada, on the
other hand, has licensed its inventions
to other countries, especially the United
States.

There is potentially a large domes-
tic and export market for Canadian-
made medical equipment based on joint
Canadian and Israeli know-how.

Many other countries lend them-
selves to mutual collaboration for the
benefit of the two countries. For in-
stance, Canada’s communications in-
dustry is highly developed with
worldwide marketing capability. Israel
has concentrated on defence-related
communications and, in general, has
been able to use its extensive knowledge
gained from defence R&D for numerous
civilian applications.

Through its connections with pri-
vate, institutional and government
sources of capital, the Canada-Israel
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Institute for Industrial Research and
Development can assist in obtaining
financing if the venture is demonstrated
to be commercially viable. All this is
carried out under conditions of strict
confidentiality.

The institute is a non-profit organ-
ization, supported by the Canadian and
Israeli governments. It is expected that
the institute will become self-sustaining
in time by earning royalties and fees
and, in some cases, taking shares in the
new companies.

The following are a few examples of

projects under development by vari-

ous organizations and firms in

Israel:

¢ production of ethanol by fermen-
tation;

* modular microcomputer-based
industrial control systems for a large
variety of applications;

¢ equipment for automatic manufac-
ture of aluminum pipes, roll forming
and fused welding;

¢ compound for the treatment of mus-
cular diseases;

e production of human interferon and
lymphokines;

¢ production of chemicals from micro-
algae involving solar radiation, used
for sewage purification;

¢ Jong-term vaccination for cattle and
poultry allowing single injection for
longer periods of time;

¢ pulsating air tomato pollinator, trac-
tor mounted for field-grown toma-
toes and a back-pack for greenhouse
use, to increase yield;

¢ portable medical instrument for clin-
ical application of bone healing;

¢ reliable, simple and cheap radiation
dose monitoring devices for use in
homes and offices;

e X-ray detection system for security
and custom checks.

From time to time, select examples
of offers and requests for technology
transfers from and to Israel will appear
in the appropriate section of the
Innovation Supplement of Canada
Commerce. ]

For further information, contact:

The Canada-israel Institute for
Industrial Research and
Development

76 St. Clair Avenue West, Suite 600

Toronto, Ontario

M4V IN2

Tel: (416) 961-7407
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Canada Place —
Graceful, Elegant
and Exciting

he Sydney, Australia, Sunday

I Times called it ‘‘a striking

marine design, reminiscent in

many ways of the Sydney Opera

House’’. Toronto’s Heavy Construction

News dubbed it ‘‘the crown jewel of

Expo 86’ and the Vancouver Sun

enthused it ‘‘will soon be the talk of the
town’’.

“It”” in each instance is Canada
Place, our graceful, elegant and exciting
national pavilion at the 1986 World
Exposition in Vancouver.

Rising from what was left of the
former Pier B-C (named, not for the
province, but for its location between
Pier A and Pier D), it thrusts some 335
metres (1 100 feet) into the waters of
Burrard Inlet, looking for all the world
like a five-masted schooner under full
sail.

When completed, Canada Place
will include a 505-room hotel-office
complex, one of the world’s finest cruise
ship terminals and the Canadian Expo
pavilion, which will be converted to a
trade and convention centre at the close
of the fair.

While the gleaming white, 12.2-
metre (40-foot) high fibreglass sails of
its roof will forever dominate the har-
bour skyline, Canada Place’s greatest
legacy to Vancouverites may be its acres
of tree-lined promenades and plazas that
will provide strollers with magnificent
views across the harbour to North Van-
couver and the Coast Mountains.

In the words of Vancouver Port
Corporation’s Don Buggie, it will be ‘‘a
people place”’, linked directly to the
city’s Granville Square, to the sea-bus
terminal joining Vancouver and North
Vancouver, and to the Waterfront Sta-
tion of the new rapid transit system.

Nursemaiding the mammoth
$340-million project through its devel-
opment and construction stage is
Canada Harbour Place Corp. (CHPC),
a federal Crown corporation established
in 1982 to turn the Pier B-C ugly duck-
ling into a stunning swan.
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Originally opened in 1927 to serve
the CPR’s famed ‘‘Empress’’ ocean
liners and other trans-Pacific passenger
vessels, Pier B-C had become an all-but-
abandoned derelict by the 1970s as Far
East travellers took to the skies in
droves.

Prodded by the City of Vancouver,
the B.C. government in the late 1970s
announced plans for a convention cen-
tre on the site and began tearing down
existing buildings and removing moor-
ing and cargo facilities.

This project came to a shuddering
halt in 1980 when a recession-plagued
government cancelled the development.
For two years, the pier lay deserted
until, in 1982, the federal government
took it over as a site for its Expo 86
pavilion.

But selection of a harbour site clear
across town from the main Expo loca-
tion on False Creek (see accompanying
story) was more than just a planner’s
whim, according to CHPC president
Kenneth Bream.

“It is,”” he says, ‘‘the first major
project opening up the inner harbour of
Vancouver to the public. We expect it
will lead to a series of developments over
the next decade that will further enhance
public access to the harbour and provide
many other cultural, recreational and
shopping facilities.”’

After announcing it would spend
$145 million for its pavilion-cum-
convention centre, the federal govern-
ment invited bids for the hotel site on
the southern third of the pier at the foot
of Burrard Street.

The winning bid for the 99-year-
lease was one for $30.1 million from the
Tokyo-based conglomerate, Tokyu Cor-
poration, whose wholly-owned subsi-
diary, Tokyu Hotels International,
already operated 15 hotels around the
Pacific Rim.

(Tokyu, the fourth largest firm in
Japan, consists of 264 companies with
assets of $750 million, revenues of
$12 billion and 82 000 employees.)
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Within months, Tokyu announced
plans for the 19-storey, $140-million
Hotel Pan Pacific with four floors set
aside for a World Trade Centre whose
first tenants would include the Van-
couver Board of Trade and the Asia
Pacific Foundation of Canada.

The other major player in the devel-
opment of Canada Place is the Van-
couver Port Corporation, which is
spending $25 million for a terminal to
berth the more than 200 cruise ships that
are expected to visit the city each year.

Skirted along three sides by a
9.1-metre (30-foot) wide dock-apron,
the terminal will provide a waiting
room, baggage rooms and customs and
immigration services and will be able to
handle up to five ships at a time. Pas-
sengers also will have direct access to the
hotel, ships, restaurants and entertain-
ment facilities of Canada Place.

To Andy Shaw, manager of termi-
nal operations for the port corporation,
the new facility should prove well-nigh
irresistable to cruise ship operators.

‘It has the view and location,’’ he
says. ‘““We’ll almost be docking our
ships on the downtown Granville Street
promenade and it will have a first-class
restaurant and hotel. I can’t think of
any cruise-ship facility in the world that
even approaches it.”
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The terminal will be directly below
the sail-roofed, 9 301-square-metre
(100 080-square-foot) exhibition hall
which from May 2 to Oct. 13, 1986, will
house the dazzling exhibits of the
Canada Pavilion, Expo’s largest and
most complex.

P avilion planners aren’t tipping
their hand as to any details of
the displays but are quietly con-
fident that, when the doors are opened
to the public next year, the host Cana-
dian Pavillion will be one of the big hits
of Expo 86.

‘““Canadians and international visi-
tors will be delighted by what they see,”’
says Norman Hay, the pavilion’s crea-
tive director and former design chief for
Montreal’s Expo 67.

‘“We’ll be presenting Canada in
dimensions no one has ever conceived
of before — in the three oceans, in
space, on the earth and below it.”’

Expo 86’s twin themes — commu-
nications and transportation — seem
tailor-made for Canadian achievements
and, fittingly, the pavilion will include
two spectacular film theatres, each dedi-
cated to one of the themes.

Teleglobe Canada’s $3.8-million,
800-square-metre (8 611-square-foot)
theatre will concentrate on Canada’s

contributions to the world of commu-
nications. Looking for a show-stopping
production, Teleglobe called in Emil
Radok, artistic director of Toronto’s
Applause Communications and the man
who created the much-praised mixture
of live actors and film images of Laterna
Magika in the Czech Pavilion at Expo
67.

For his latest spectacular, Radok is
using the Scenography system which
utilizes automated controls to operate a
multi-channel sound system and
10 35mm movie projectors trained on
nine rectangular screens and a single,
spinning sphere.

Radok’s assistant, Jean-Pierre
Begin, says the production ‘‘won’t be a
history, but much more the symbolic
aspects of communications . . . At the
end there will be a beautiful choreo-
graphy performed by three dancers and
one dancer will dissolve into a spinning
satellite . . . The vision of Emil Radok
is a very global one, of symbols, all
linked together.”’

At the bow-end of the ship-shaped
Canada Place structure will be the semi-
circular $5-million CN Imax theatre fea-
turing, naturally enough, a transporta-
tion spectacular.

Produced by the National Film
Board’s Colin Low, the film will be
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based on the theme Carrying Things and
will use two 70mm projectors to throw
a 3-D image (yes, it’s back to the two-
tone glasses) onto a huge, 21.5-metre
(70-foot) high screen.

During Expo, the theatre will
accommodate 580 people in a bench-
seating arrangement. After the fair,
it will be converted to conventional
theatre-type seating for 480 and will
become, along with the nearby 1 000-
seat open-air amphitheatre and the two-
storey, picture-windowed restaurant, a
legacy to the people of Vancouver.

At the hotel end of the building,
one floor above the Canadian Pavilion,
will be the World Business Showcase
which offers a total of 799 square metres
(8 600 square feet) of exhibit areas for
individual Canadian corporations which
want to tell their stories at Expo without
the enormous expertise of constructing
individual pavilions.

Linked to the hotel lobby one floor
up and the pavilion below by a
waterfall-dominated atrium, the Show-
case will offer 34 leases for floor spaces
ranging from 2.5 to 93 square metres (27
to 678 square feet). Leases can be ar-
ranged for periods from two weeks to
the entire 5'2 months of Expo.

Exhibitors will also have the use of
meeting rooms and a full range of spe-
cialized services as well as a lounge for
entertaining prospective clients. Adjoin-
ing the Showcase will be the federal gov-
ernment’s Business Opportunity Centre
(see separate story) staffed by trade and
industrial development experts.

“It will be a gathering place for
business people around the world during
Expo,” says Richard Gaul, Canada
Place director of rights and properties
and corporate sponsorship.

Because Expo regulations ban pure
commercialism in the theme pavilions
(““You just can’t go in there with neon
signs and pizazz,’’ says Gaul), the Show-
case will offer Canadian firms their only
chance to market their products and ser-
vices aggressively.

‘““The World Business Showcase,’’
he says, ‘‘actually will be a little, high-
tech trade show tacked on to the Cana-
dian Pavilion — a place for Canadians
to do business during Expo under nor-
mal market conditions.”’

And Canadian businesses were
quick to spot the unique opportunity
offered by the Showcase, snapping up
a quarter of the available leases in the
first week they were available.



Special Feature

““It’s more than just a place to lease
display space,”’ says Gaul. “‘It’s a place
to provide a whole range of hospitality
services that corporations need — ancil-
lary benefits such as administrative
back-up and hosting services for VIPs
and clients.

““This will be the place to be for
Canadian firms wanting to make con-
tact with foreign companies to do licens-
ing or exchange agreements or to
enhance their export opportunities.”’

t the close of Expo, the Show-
A case space will be redeveloped

into offices and become part of
the four-floor World Trade Centre
Complex. It is described as a one-stop
shopping centre for international traders
and is intended to bring together such
services as shippers, customs agents, car-
riers, banks, insurance companies and
government trade and industrial devel-
opment offices.

The first tenants to sign up for
space in the complex were the Asia Paci-
fic Foundation of Canada and the Van-
couver Board of Trade, owner of the
World Trade Centre Franchise.

The foundation, described by
Macleans columnist and author Peter C.
Newman as ‘‘Canada’s most important
think tank”’, is a project funded jointly
by the federal and provincial govern-

Model of B.C. pavilion with B.C. Stadium in background

ments and private enterprises aimed at
promoting better understanding of the
cultures of Pacific Rim nations.

Says Canada Harbour Place Corp.
president Ken Bream:

‘‘Having the Asia Pacific Founda-
tion of Canada locate in this building,
looking west to the Pacific, will be
symbolic of the growing Canadian inter-
est in, and commitment to, strengthen-
ing the cultural and economic ties with
our many neighbours of the Rim.”’

From its prestigious, first-floor
offices, the Board of Trade will offer
World Trade Centre members a vast
array of services and facilities. (Board
of Trade president Bruce Pepper esti-

mates board membership will rise to
5 000 by June 1986, up from the present
3 100.)

Included will be educational and
information services and club, associa-
tion and exhibit facilities, plus consumer
and business support services such as
restaurants, hotel accommodations,
office space, secretarial services, librar-
ies, economic research, presentations
and publications.

Pepper is particularly excited by the
communications facilities that will put
World Trade Centre (WTC) members in
touch with the world by tapping into
more than 1000 data bases through
either a WTC or an inquirer’s computer.

Canada Business Opportunity Centre

B usiness visitors to Canada Place — and officials esti-
mate there will be at least 20 000 of them during Expo
86 — are in for a pampering at the hands of Jim Murray.

Murray, manager of Expo 86 special events in the
Vancouver office of the Department of Regional Indus-
trial Expansion (DRIE), is the man in charge of organiz-
ing the federal government’s Canada Business Opportunity
Centre in the Canadian Pavillion.

From its location alongside the World Business Show-
case, Murray will head up a team of government special-
ists drawn from DRIE, External Affairs, Immigration
Canada and the Canadian Patents and Development Corp.
who will be able to give personal attention to the needs
of foreign and domestic visitors.

Drawing on the experience of the Business Develop-
ment Bureau operated by the federal government and
Canadian Bankers Association at Expo 67, Murray and
his team are gearing up to provide visitors with introduc-
tions to Canadian businessmen, arrange tours or meetings,
discuss export and import opportunities and even supply
conference rooms and temporary office space.

‘““Essentially,”” says Murray, ‘‘we’ll be bringing the
services of DRIE, External Affairs and the others front
and centre for the business visitor.”’

External Affairs’ trade commissioners around the
world have been contacted in an effort to alert potential
visitors to the Business Opportunity Centre services.

Also, the Canadian Manufacturers Association,
Boards of Trade, Chambers of Commerce and the Cana-
dian Export Association have all been asked to spread the
word among their members.

In addition to receiving briefings from experts on the
overall Canadian economy or specific industry sectors, visi-
tors wil be able to use state-of-the-art “‘user-friendly”’ elec-
tronic data processing equipment to access such data banks
as BOSS (DRIE’s listing of more than 20 000 sources of
Canadian goods and services) and Cantel’s listing of
government services and programs.

And, for the visitor who just wants to take a break
from work, the centre can even arrange a guest member-
ship at the Vancouver Board of Trade’s World Traders
Club. ™
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Canada Place Vital Statistics

Convention Centre
Total exhibit space

a) main exhibit hall

b) ballroom

¢) cruise terminal
Main hall seating capacity
Main hall dining capacity
Ceiling heights

a) exhibit hall

b) centre section

¢) ballroom

d) cruise ship level
Capacity of largest meeting rooms
Capacity of other meeting rooms
Number of nearby hotel rooms
On-site parking spaces

Public amenities
Main entry plaza

Promenade area

Amphitheatre and plaza capacity
Amphitheatre and plaza arca
Upper level view promenade
Upper level promenade area
Total public open space

Open space as percentage of site

By the time it opens later this year, the
WTC also will be part of an electronic
mail system, Network, linking it with
members in 100 other WTCs in 50
nations.

“We believe it will be the fastest,
most secure and least expensive form of
communication in the world,”” Pepper
told B.C. Business magazine. ‘‘All you
need is a computer, a modem and a tele-
phone line and you're in business.”’
Users will pay about 75 cents to trans-
mit a single-spaced, typewritten page,
regardless of its destination.

While the WTC will provide imme-
diate benefits to the west coast’s busi-
ness community, probably the greatest
effect on the area’s long-term economy
will come from the conversion of the
Canadian Pavilion into the Vancouver
Trade and Convention Centre (VTCC).

15 733 m2 (169 305 sq. ft.)
9 301 m2 (100 080 sq. ft.)
1 578 m2 (16 980 sq. ft.)
4 854 m2 (52 245 sq. ft.)

5 000 and over

2 000 to 5 000

8.22 m (27 ft.)
12.2 m (40 ft.)
5.49 m (18 ft.)
4.75 m (15 ft.)
700 persons
63-375 persons
6 000

770 automobiles

1 451 m2 (15 620 sq. ft.)

[The main level promenade is 7.6 m
(25 ft.) wide and has five boutiques
along its length]

2 753 m? (29 640 sq. ft.)
1 000 persons

3 249 m? (34 975 sq. ft.)
7.6 m (25 ft.) wide

4 070 m?2 (43 815 sq. ft.)

12 446 m? (133 975 sq. ft.)

34.8%

Scheduled for a July 1987, opening,
the VTCC will be Canada’s second lar-
gest such facility with a seating and
dining capacity of 5 000 and a total
exhibit space of 10 879 square metres
(117 060 square feet). During the off-
season, use of the cruise ship terminal
will increase the exhibit space by 4 854
square metres (52 245 square feet).

In addition to its main exhibits hall,
ballroom and 23 meeting rooms of vari-
ous sizes, the centre will offer such facil-
ities as an elegant entrance lobby,
multi-lingual translation services, food
services and vehicle loading and unload-
ing bays.

“Itis,” says CHPC spokesman Jim
Patterson, ‘‘the largest facility of its
kind west of Toronto. It is a building
that is unique in design and conforms
beautifully to its marine environment.
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We have a lot more to sell than just size
of the place.”

Although it has not yet been de-
cided who will operate the convention
centre, marketing of it began in 1982
and officials say there are already more
than 250 tentative bookings for the
facility.

But for the next year and a half,
international attention will be focused
on Canada Place’s role as our host
national pavilion at Expo.

“‘In the eyes of other nations,”’ says
Patterson, ‘‘Canada has an enviable
reputation as a host country as a result
of such high-profile international events
as Expo 67, the Montreal Olympics and
Edmonton’s Commonwealth Games.

““To the international community,
Expo 86 is being held in Canada
rather than in British Columbia or
Vancouver.”

To ensure this image remains untar-
nished, the federal government has com-
mitted nearly $6 million to sponsor
performing and visual arts shows at the
pavillion (plus another $1.5 million to
assist Canadian artists participating in
Expo’s World Festival for the Perform-
ing Arts) and will provide enhanced
border crossing, airport and Coast
Guard services for visitors. In addition,
the RCMP Band and Musical Ride will
perform daily at the main Expo site on
False Creek.

It will be Vancouver’s show, but
Canada Place will play a starring role.

Says Patterson:

‘“We want people to feel they
haven’t experienced Expo 86 until
they’ve visited Canada Place.”’ A

— by Ron Johnson
Canada Commerce
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Workmen Swarm
to Make Expo 86 ‘““For Real”’

keptics and doubters, beware.

s Vancouver’s Expo 86 is for
real.

Along the north shore of False
Creek and across town at Canada Place,
swarms of workmen are rushing to erect
the buildings that will house the pavi-
lions of the more than 80 nations, prov-
inces, states and corporations who’ll be
coming to the fair.

In their downtown Scotia Tower
offices overlooking the glittering geo-
desic dome of The Expo Centre, staff
of The 1986 World Exposition are down
to one year and counting.

‘“There’s one thing that’s not nego-
tiable,”” says Expo spokesman Brad
Philly. “That’s the opening date —
May 2, 1986.”

Before it closes on Oct. 13, Expo
officials expect 14 to 18 million people
will have made their way to the site,
spending more than $400 million to tour
the pavilions, ride the aerial gondolas,
watch tall ships sail by, attend the World
Festival of the Performing Arts or take
in the magnificent Ramses II and His
Times exhibit from the Cairo Museum.

It will be a lush, lavish spectacle
that will in no way suffer from the
inevitable comparisons with Montreal’s

Expo 67.
b

And, despite the experiences of
Expo 67 and the more recent interna-
tional fairs in Knoxville and New
Orleans, Expo chairman Jim Pattison
insists the corporation will not have to
go to the taxpayers of B.C. for a
bail-out.

While admitting ‘‘there are abso-
lutely no guarantees in this business —
we have no control over the weather, the
economy and the value of the Canadian
dollar’’, Pattison said the corporation’s
expected $310 million budget shortfall
will more than be covered by the $250
million it will receive from B.C.’s share
of Lotto 6/49 revenues and the $126 mil-
lion the B.C. government will receive
from Expo-generated tax revenues.

Calling Expo 86 ‘‘the biggest sin-
gle public event that will occur in
Canada from now to the end of the cen-
tury’’, Pattison says more than $1.5 bil-
lion will be spent preparing and operat-
ing the fair — $802 million by the Expo
86 Corporation and the balance by its
national, international and corporate
partners.

Expo officials concede that the cor-
poration’s revenues won’t likely exceed
$500 million but hasten to point out that
independent studies show the fair will
generate nearly $4 billion in extra eco-

Expo Display Centre houses huge model of site
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nomic activity across Canada, three
quarters of it in B.C., and will provide
53 000 person-years of employment
spread over the three years 1984-86.
And, when the dust has settled and
the pavilions and displays have been
carted away, Vancouverites will be left
with an $84 million legacy in the re-
stored CPR Roundhouse Pavilion, the
B.C. Pavilion and The Expo Centre.
Plus, of course, Canada Place’s $340
million hotel, convention centre and
cruise ship terminal (see separate story).
The 52-hectare (130-acre) Expo site
on the north side of False Creek (so
named because early explorers mis-
takenly thought it might be a source of
fresh water) is part of a 9l-hectare
(227-acre) package of rundown indus-
trial land which the provincial govern-
ment purchased from the CPR for
development of a major downtown
commercial-residential complex.

T oday, it looks like something
created from a gigantic Meccano
set as workmen bolt together the
external skeletons of the modular pavi-
lion units which Expo 86 will lease
to participating governments and
corporations.

(One architectural critic has com-
plained the modules remind him of
‘“square oil tanks — Sarnia-by-
the-Sea’’.)

Using state-of-the-art graphics and
electronic wizardry, the sponsors will
compete to sell their achievements in the
areas of the fair’s two official themes —
transportation and communication.

Fairgoers will be visibly reminded
of Expo’s “World in Motion. . . World
in Touch”’ slogan by the overhead gon-
dolas and the $10.5 million monorail
system.

Many of the visitors will be
whistled right up to the main entrance
gate by Vancouver’s spanking-new
Automated Light Rapid Transit (ALRT)
system or will take a four-minute, no-
cost ride on the dedicated ALRT service
linking the False Creek area with
Canada Place, two kilometres (1.2
miles) away on the south shore of
Burrard Inlet.



Beneath the salls that roof Canada Place

Two of the most unusual exhibits
at the fair will be the Ramses II display
and the archaeologically-linked High-
way 86 sculpture.

Housed in a specially-built pavilion
at the west end of the site, the Ramses II
exhibit will consist of more than 80
objects, including the lid of the king’s
tomb and priceless gold necklaces. The
pavilion will honor both the monarch —
who reigned from 1290 to 1233 B.C. —
and the ancient Egyptians who invented
both ink and paper and whose chariots
and sailing craft set the style for the
civilized world.

Highway 86, on the other hand, is
intended to provide the illusion of what

contemporary transportation might
look like in some future archaeological
dig.

Rising out of the waters of False
Creek, it will be a 217-metre (712-foot)
long four-lane highway complete with
guardrails and lamp standards. Cover-
ing the sculpture will be 200 actual vehi-
cles ranging from rickshaws to sub-
marines to skateboards.

Says Richard Blagborne, Expo’s
vice-president of planning and develop-
ment: ‘“This is a work that views tech-
nology with ambivalence and a sense of
humour. I think it will be one of the
most highly photographed and contro-
versial projects at the fair.”’

Expo 86 Vital Statistics

PARTICIPANTS
International Grenada, Montserrat, Provinces
Australia St. Kitts/Nevis, St. Lucia, Alberta
Canada St. Vincent and the British Columbia
Colombia Grenadines) Manitoba
Czechoslovakia Pakistan Northwest Territories
Federal Republic of People’s Republic of Ontario

Germany China Quebec
France Peru Saskatchewan
Great Britain Republic of Korea Yukon
Indonesia Saudi Arabia
Iraq Senegal States
Italy Spain Oregon
Ivory Coast Switzerland Washington
Japan Thailand
Kenya Union of Soviet Socialist Corporations
Kuwait Republics Air Canada
Mexico United Nations Canadian National

Organization of Eastern
Caribbean States (Antigua
and Barbados, Dominica,

United States of America CP Air

Yugoslavia
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Scattered throughout the site will
be the corporation’s three “theme
dream” plazas — one each for land,
sea and air transportation.

e The land plaza will feature a whimsi-
cal, international traffic jam, complete
with honking horns, braying animals
and multi-lingual arguments.

® The air plaza will consist of a frame-
work of steel towers rising 40 metres
(131 feet) over the site, inside of which
balloons, parachutes, space capsules and
light aircraft will be suspended.

e The marine plaza will use fully-rigged,
40-metre steel masts to evoke memories
of life under sail.

Thrusting out into the water will be
the three-building pavilion of host prov-
ince British Columbia. One of the build-
ings will house VIP quarters, another a
500-seat theatre, and the third will offer
1 416 square metres (50 000 square feet)
of glass-enclosed exhibit space.

The B.C. Pavilion is one of only
three permanent buildings on site, along
with The Expo Centre (see separate
story) and the restored CPR Round-
house which will house a theme pavilion
called the Retrospective of Motion.

Sponsored by Imperial Oil/Esso,
the Roundhouse is destined to become
a community centre after the fair. To
help finance the restoration and foster
a sense of community involvement, B.C.
residents are being offered the chance to
purchase individual bricks for the proj-

Canadian Pacific Ltd.
Dairyland

General Motors
Imperial Qil Ltd./Esso
Pacific Western Airlines
Rothmans

Royal Bank of Canada
Scott Paper Ltd.
Telecom Canada

VIA Rail

Wine Industry of B.C.

EXPO
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WHAT WILL IT COST?

All admission costs will rise in four stages between now and
May 2, 1986. Prices shown below are for adult admissions
at the low and high end of the scale, with prices for children
6-12 years and senior citizens shown in parentheses. Children
under six will be admitted free.

Season tickets $99 ($49.50) to $160 ($80)
Royal Bank 3-Day Ticket $29.95 ($14.95) to $45 ($22.50)
1-Day ticket (all ages six and over) $22

WHAT DOES EXPO ADMISSION
INCLUDE?

Entrance to more than 80 pavilions, all displays including
Ramses II and His Times, specialized demonstrations and
most on-site entertainment. Unlimited use of the monorail,
cable skyways and intra-site ferries as well as transportation
by ALRT between the False Creek site and Canada Place.

Not included in the admission price are amusement rides,
tickets to the World Festival and other ‘“‘name’’ entertain-
ment concerts.

For further information, write or call:
Expo Info

P.O. Box 1800, Station A

Vancouver, British Columbia

Vé6C 3A2

Tel: (604) 660-3976

— R.E.J.

ect at $19.86 (that number again), each
to be engraved with the name of its
sponsor.

Corporate participants (see box) are
a key element both on-site and in Expo’s
marketing strategy.

Air Canada and Canadian Pacific
Air are each sponsoring a gondola
system and Air Canada is sponsoring a
separate pavilion, while CPA will be
given a place of prominence in the CP
Limited pavilion. In addition, CPA is
joining Expo in a co-operative advertis-
ing campaign in Japan.

Pacific Western Airlines, Expo’s
third ‘“‘official’’ air carrier, is backing
a cross-Canada student exchange pro-
gram and a contest for the best student
essays on transportation and communi-
cation.

CN, in addition to sponsoring the
3-D IMAX theatre at Canada Place, will
have an on-site pavilion exploring the
laws of motion and its logo-painted roll-
ing stock provides Expo 86 with bill-
boards on wheels across Canada.

General Motors, which will supply
the fair’s official vehicles, has begun
work on its pavilion located on an arti-
ficial island at the west end of the site.
When completed, it will offer a 150-seat
theatre and a major display area cover-
ing 2 000 square metres (21 500 square
feet).

Telecom Canada’s pavilion will
feature the film Portraits of Canada to
be shown in its Walt Disney Circle-
Vision 360 theatre and Rothmans will be
represented on site by its classic car
collection.
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Crossroads Christian Communica-
tions Inc. will present three visual and
music productions in its Pavilion of
Promise and also will broadcast its
popular television show, 100 Huntley
Street, live from the Expo site.

Expo’s official bank, the Royal,
will sponsor the World Festival of Per-
forming Arts and provide banking ser-
vices on site. Its branches are also the
sole source for three-day Expo ‘‘pass-
ports’’ from now until the opening of
the fair.

Home-grown corporations are also
getting involved, with Dairylands Ltd.
sponsoring Expo’s elementary school
promotion program and the Wine

Expo 86 curls around False Creek shoreline
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Industry of B.C. (official supplier to the
fair) vinting a special Expo 86 wine
which will be available on-site.
B 80 conferences and conventions
already booked for Vancouver
in the summer of 1986 (including the
World Conference on Transportation
Research, American Automobile Asso-
ciation, I.B.M. General Systems Divi-
sion and the American Railway Engi-
neering Association) are being targeted
for special attention.
To lure them to the fair grounds,

Expo will be sponsoring 15 specialized,
“‘theme-within-a-theme”’ periods lasting

usiness visitors to the more than
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about one week each. These will cover
such topics as transportation for the
elderly and disabled, underground and
offshore resources and urban transit.

The list of Expo’s attractions goes
on and on. Individual pavilions will
sponsor special days, concerts and
parades. There will be a visit by Tall
Ships during their race from Hawaii to
San Francisco via Vancouver and Port-
land, Oregon. And, in conjunction with
the nearby Abbotsford International Air
Show there will be 60 vintage DC-3 air-
craft in an ‘“‘Airmada’’ fly-past (‘‘the
largest armada of DC-3s,’’ notes Expo’s
Brad Philly, ‘‘since the Battle of the
Bulge’’).

Almost lost in all the Expo hoopla
is the fair’s raison d’étre: Vancouver’s
centennial and the 100th anniversary of
the arrival of the railway to the west

coast. To celebrate these, there will be
a city-wide, year-round program of
races, regattas, rodeos and showcase
events.

The product is in place — or get-
ting into place — and Expo officials are
now concentrating attention on market-
ing it in Canada, the U.S. and abroad.

During the past winter, Expo
dipped into its $40 million marketing
budget to begin advertising its wares to
travel agents and tour packagers in
Japan, Europe and North America and
the first 5 000 tickets were snapped up
by Grey Coach bus tours.

With the opening of The Expo Cen-
tre this month (see separate story) Expo
marketers launched an advertising blitz
aimed at attracting Vancouver and B.C.
residents into the centre for a preview
of the fair itself.

““The local market,”’ Expo’s Philly
stresses, ‘‘is very important because
they, in turn, spread the good word as
volunteer boosters.’’ He notes that sur-
veys in B.C. show 95 per cent of respon-
dents are aware of Expo 86 and 90 per
cent give it a high approval rating.

Late this summer (so as not to dis-
rupt B.C.’s normal tourist patterns) an
intensified campaign will be launched
across Canada, in the states of Washing-
ton, California and Oregon and over-
seas in Britain, Japan, Hong Kong,
Australia, Germany and France.

With the media blitz and a lot of
plain, hard work, officials believe the
growth in interest in the fair will be (for-
give the pun) Exponential. [l

— by Ron Johnson
Canada Commerce

The Expo Centre —

A Glittering Gem on Vancouver’s Skyline

ne thing is for certain. Nobody is going to overlook
the latest addition to Vancouver’s skyline, The Expo
Centre.

A 17-storey, stainless steel geodesic dome perched on
stilts at the east end of False Creek, the Centre’s mirror-
like skin reflects the daylight like facets of a gem. By night,
lights set within its external skeleton turn it into a glitter-
ing, twinkling ball floating above the waters of the inlet.

When it opened its doors to the public on May 2, it
marked the start of the one-year count-down to the open-
ing of Expo 86 whose wonders it overlooks.

To the public, its three exhibits are a fascinating pre-
view of the fair, of its twin themes of transportation and
communications and of the artistry and electronic wizardry
that will be on view at the 1986 exposition.

To Expo officials, it’s a unique marketing tool, one
they hope will make enthusiastic salespersons of all its visi-
tors and one they can proudly show off to visiting journal-
ists, travel industry representatives, diplomats and business
guests.

““‘One reason why we opened this a year early,’’ says
Expo 86 president Michael Bartlett, ¢‘is that bricks and
mortar are more concrete than words.”’

For their $4.50 admission ticket ($2.25 for kids and
seniors), visitors have access to three major exhibits in the
Centre’s 7 685 square metres (82 725 square feet) of exhib-
it space.

The heart of the sphere is a 500-seat Omnimax thea-
tre, the only one of its type in Canada and the largest in
the world. Directly below is the 323-seat Futures Theatre
and, on a third level, is the walk-through, hands-on Design
2000 exhibit.

From sharply-raked seats in close proximity to the
27-metre (88.5-foot) wide Omnimax screen, viewers will
see a dazzling, 18-minute film, A Freedom to Move. Nine
months in the making, it will be a collage of transporta-
tion history ranging from a slave girl walking the Appian
Way in ancient Rome to the U.S. space shuttle gliding
through inky space.

““Viewers,’’ says Expo creative director Ron Woodall,
“‘will discover what it’s like to race across a lake in a high-
speed boat or roar into a tunnel at the front of a speeding
train.”’

In the interactive Futures Theatre, viewers will be
given a direct chance to shape the world of tomorrow.
After watching a 15-screen, 12-speaker audio-visual pre-
sentation, they will be given a series of future options and
asked to vote on their choice of a possibility by means of
electronic buttons in the armrests of the chair.

The vote will be computed electronically and a second-
audio-visual show will dramatize the choice of the
majority.

Design 2000 will offer visitors a glimpse into tomor-
row with displays of high-tech holography and space gear,
a strap-on jet plane and ‘alternative technology’’ creations
such as human-powered aircraft and a three-wheeled cycle
that will hit 80 kilometres an hour on the highway.

For visitors who want to sit and ponder all they have
seen, the Centre offers a restaurant and lounge whose glass
walls offer a stunning view of False Creek, the city of
Vancouver and the Expo site.

“The Expo Centre,’’ predicts Expo president Michael
Bartlett, ‘‘will be one of our best-selling attractions.”’

And, perhaps, the fair’s best salesperson. |
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Market Development

Canada at the Paris
International Air Show

lanning for Canadian participa-
P tion in PIAS ’85 (the Paris Inter-
national Air Show) started
before the doors of the last show closed
at Le Bourget Airport in 1983.
Reflecting the buoyancy of Can-
ada’s aerospace industry, close to 40
companies will be represented at a Cana-
dian Pavilion jointly organized and
funded by the industry and the Depart-
ment of External Affairs (DEA).
Building on the experience of 10
consecutive national appearances, a

-
-

o
T

Non-aerospace manufacturing
companies demonstrating their wares
and providing services free of charge
include Mitel (telephone systems),
Ferranti-Packard (automatic sign board)
and Air Canada (reservations).

Continuing the successful ‘“Trade
Centre’’ concept of previous years, the
Canadian Pavilion places emphasis on
the individual company’s presence.
Each company has an attractive and dis-
tinctive area in which to meet and dis-
cuss business with trade visitors.

%

Aeriai photograph of the 1983 Paris Air Show at Le Bourget Airport

tightly-organized operation gives
Canada’s aerospace industry the best
possible shop window in which to dem-
onstrate its products every two years
at the world’s premier aerospace
exposition.

Support Functions

Support functions for participants
include secretarial, marketing, public
relations, hospitality and travel services.
Audio-visual equipment, telex, tele-
phones, paging systems and even elec-
tricity generation to suit North
American requirements are provided as
well.
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Meeting and hospitality facilities are
available to suit all foreseen require-
ments on the marketing force.

The concept of individual exhibits
supported by common administrative
and hospitality complex reduces the cost
of participation for all the Canadian
companies at the PIAS.

Entry to Export Market

The national pavilion has enabled many
companies to make their first major
foray into export marketing in grand
style at minimum cost. At the last show
in 1983, over 1 000 international exhib-
itors of the latest in equipment systems

Canada Commerce May/June 1985

and technology attracted more than
650 000 visitors, including executives
and senior government officials from all
over the world — the people who make
the purchasing decisions.

Companies can choose the style of
participation. The economical ‘‘Non-
exhibiting Participant”’ can simply dis-
play his literature; the ‘‘Institutional
Participant’’ can incorporate his prod-
uct in a composite display; and the
““Exhibiting Participant’’ has a conven-
tional display area of a size to suit his
needs. All participants have full use of
the common facilities together with full
membership in the Canadian Hospital-
ity Chalet.

A Home-from-Home

A home-away-from-home for the Cana-
dians, the Chalet is run by the Aero-
space Industries Association of Canada
and has earned the reputation of being
one of the most elegant of the many
national and corporate chalets at the
PIAS.

Only a six-minute walk from the
Canadian Pavilion, the Chalet provides
exhibitors and guests with a peaceful
alternative to the bustle of the pavilion
in which to continue marketing efforts.
A buffet lunch is served in a style equal
to that of a first-class French restaurant.
Alternatively, a stand-up sandwich bar
is available for those secking speedy
sustenance.

Adjacent to the Chalet, a spacious
sun-deck, equipped with umbrella tables
and chairs, provides an ideal location
for the hosts and guests to view the daily
dramatic air display.

integrated Operation

The Canadian Pavilion and Chalet is an
integrated operation directed at exhibit-
ing Canada’s aerospace products to the
best possible advantage. The complex
has the equipment and staff to ensure
that every market opportunity is effi-
ciently exploited.

Participation in the Paris Interna-
tional Air Show is the major marketing
venture of the Canadian aerospace in-
dustry which has annual sales of $3 bil-
lion, approximately 80 per cent of which
is exported to more than 50 countries
and 90 airlines around the world. =2

— by Bernard Shaw

Electronics & Aerospace Branch

Department of Regional Industrial
Expansion
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Late in ay, the Government of Canada
released two major blueprints that will have a
profound effect on the business world in
Canada — the first budget of the 33rd Parlia-
ment and New  anagement Initiatives: Initial
Results from the Task Force on Program
Review (Nielsen Report) which was tabled with
the Budget. As a service to its readers, Canada
Commerce presents this special insert which
includes those sections of both papers having
the greatest impact on Canadian business.

In a prelude to his budget, the Honourable
ichael Wilson, inister of Finance, pointed
out that the budget was designed ‘‘to unleash
the full entrepreneurial dynamism of individual
Canadians’’.

(X3

aintaining the jobs we have and creat
ing the jobs we seek,’” he said, ‘‘requires a
strong and healthy business sector. In particu-
lar, we need to recognize that small and
medium-sized businesses across the country are
the most dynamic forces for growth and
employment.’’

The major section on business in the
Nielsen Report ‘‘Services and Subsidies to
Business’ was the result of a series of studies
undertaken by a government-private sector task
force set up to review the 172 federal programs
that had grown up over the years. Each was
designed to assist business — but in the process
many had become obsolete, overlapping or
inefficient.

The Nielsen Task Force relied heavily on
the findings of the various sectoral consultation
processes set up over the past few months —
for example, the Consultative Initiative on
Small Business launched in February by the

inister of State for Small Business, the
Honourable André Bissonnette. Other inputs
came from the ’85 National Economic Confer-
ence held arch 22 to 23 in Ottawa and the
meetings of federal-provincial economic min-
isters held in Regina and Quebec City, chaired
by the Honourable Sinclair Stevens, inister of
Regional Industrial Expansion.
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Encouraging Investment in Small and Medium-Sized
Business

One of the major problems faced by entrepreneurs trying to
tart a new business is finding the money to launch the enter
prise. The budget includes mea ures designed to make more
money available to entrepreneur and to encourage individual
Canadians to invest in small and medium-sized Canadian
businesses.

Capital Gains Exemption

The small business sector is the major source of new job crea-
tion in Canada. But these jobs will not be created without
productive investment. To encourage individual Canadians
to invest in new or growing enterprises, the budget proposes
a personal lifetime exemption for capital gains of $500 000.
The lifetime exemption limit will be phased in over five years,
beginning with a $20 000 exemption in 1985.

Phase-in of Personal Capital Gains Exemption

1985 $20 000
1986 $50 000
1987 $100 000
1988 $200 000
1989 $300 000
1990 $500 000

The $500 000 lifetime exemption also assures would-be
entrepreneurs that if they put their ideas on the line and work
to build up a business, they will be able to reap the rewards
of their achievement when they sell their business. The exemp-
tion recognizes the major investment in personal resources,
time and energy that goes into a small business. It also recog-
nizes the special difficulty entrepreneurs may have in provid-
ing for their retirement while they are building up their
business.

Small Business Capital Investment by Pension Funds
The budget proposes measures to encourage pension funds
to invest in equity capital of small and medium-sized busi-
nesses. These are among the biggest and fastest growing pools
of capital in the country.

Registered retirement savings plans (RRSPs) and regis-
tered retirement income funds (RRI1Fs) will be eligible to invest
in private Canadian corporations with which they deal at
arm’s length.

Small business will benefit from new rules which will
allow pension funds to set up special Small Business Invest-
ment Corporations (SBICs) to channel their investments into
small businesses. These corporations will be exempt from
income tax. Investments will also be facilitated through a new
vehicle called the Small Business Investment Limited Partner-
ship (SBILP).

This mea ure will help redirect significant amounts of
money into mall and medium-sized enterprises from the large
pools of capital available in pension funds.

Pension Reform

Saving for retirement has long been a concern of entre-
preneurs, self-employed individuals and small business opera-
tor and proprietors who cannot belong to an employer-
ponsored pension plan, but depend largely on RRSPs to
build their pensions.

Pension reforms announced in the budget will end the
unequal treatment accorded to the self-employed and others
who save solely through RRSPs Entrepreneurs will have the
same scope to build an adequate pension as those people who
contribute to employer-spon ored plans. Limits on RRSP
contributions will be raised from the current $5 500 to $15 500
by 1990.

Business fluctuations often make it difficult for small
business owners to make regular contributions to an RRSP
each year. Under the proposed changes RRSP contributors
will be able to carry forward unused contributions room for
seven years. These and other pension reforms will help make
small business a realistic career alternative for many
Canadians.

Discussion Paper on the Corporate Income Tax System
A discussion paper tabled with the budget entitled The Cor-
porate Income Tax System: A Direction for Change aims at
making the corporate income tax sy tem fairer and mor
effective in supporting economic growth.

Among its proposals, the paper ugge t a ignificant
reduction in the basic federal tax rate for mall bu inesses,
from 15 to 11 per cent. This reduction would be balanced with
reductions in tax incentives. A new approach of lower rates
and fairer tax incentives would promote growth by allowing
businesses and investors to plan on the ba i of good busi-
ness sense rather than the be t tax advantage.

Labour-Sponsored Venture Capital Investment

An innovative venture capital initiative undertaken by organ
ized labour in the province of Quebec ha helped maintain
existing jobs and create new ones by investing in small and
medium-sized Quebec businesses. The Solidarity Fund 1
managed by the Quebec Federation of Labour. The Quebe
government has provided a tax incentive to individual 1nvest
ing in the fund.

The federal government will pro id a new tax credit to
individuals investing in the Quebec Solidarity Fund and 1m1
lar funds patterned after the Quebec model established 1n
other provinces. To be eligible, funds mu t be et up under
provincial legislation, be managed by labour, and inve t in
small and medium-sized businesses.

Small Business Bond Program

The small business bond program enables businesses in finan
cial trouble to obtain lower cost financing by allowing finan
cial institutions a tax exemption on the interest from the e
loans. Under this program small businesses can currently
finance up to $500 000 at interest rates several percentage
points below the market rate. This program is scheduled to
expire at the end of this year.



To help small businesses in financial difficulty, the small
business bond program will be extended for a further two
years to the end of 1987.

Increased Refundable Tax Credit for Small Research
and Development (R&D) Firms
Small firms doing R&D can make a vital contribution to
Canada’s economic growth, but they have a hard time attract-
ing investment capital. To help these smaller companie , e pe
cially start-up firms, the government will make 100 per cent
of the tax credit they now earn for R&D refundable directly
to them. At present, only 40 per cent of the credit 1
refundable.

Changes to the definition of R&D for tax purpo e will
also benefit research-intensive enterprise .

Unemployment Insurance Reform

Rising payroll taxes are a major obstacle to the growth of
job-creating small businesses. To highten the load, the govern
ment will freeze unemployment 1in uran e premium rate at
their current levels for 1986.

At the same time, the government will undertake a review
of the unemployment insurance program. Th1 review will
look at ways to make it simpler, fairer and more effective
in helping individuals and the econom adju t to rapidly
changing labour market condition at a rea onable co t.

Small Business Exemption from Corporate Surtax
The 5-per-cent temporary corporate urtax announ ed in the
budget to help reduce the deficit will not be applied to mall
businesses. This exemption recogni e the importance of
giving small businesses full rein to grow and create job .

Making Life Easier for Small Business

Running a business is enough of a challenge without having
to cope with unnecessary government intrusion. The govern-
ment is committed to making life easier and fairer for small
businesses wherever possible by reducing red tape and easing
administrative headaches. A number of measures will be taken
to make the tax system fairer and improve tax administration.

For example:

* extension of the ‘‘innocent until proven guilty’’ concept
to cases involving sales and excise taxes under the Excise
Tax Act;

® clear controls on Revenue Canada’s powers of search and
seizure;

¢ limits on the government’s authority to make retroactive
income tax regulations.

Labour Market Initiatives

The government has undertaken a fundamental reform of 1t

policie for training and direct employment. The new

approach is based on greater private sector and local partici-
pation. This approach has received support from provincial
governments, the private sector and community groups across
the ou try. This year, $900 million is allocated to these pro-

gram . The budget announces that an additional $900 mil

lion wil be allocated to these programs in 1986-87.

The budget also announces the government’s intention
to ell Crow corporations with a commercial value but no
ongoing public policy purpose. The government has an-
nounce an agreement in principle to sell the Northern Trans-
portation Company Limited. The sale is expected to be
comple ed by the end of June. In the near future, the govern-
ment expects to sell Teleglobe Canada, Canadian Arsenals
Limited and its interest in the Canada Development Corpor-
ation Crown corporations with no commercial value and no
effectiv public polic purpo e will be dissolved: others, where
appropriate, will be absorbed within existing departments. As
a fir t tep, up to 13 corporations in these categories have
been 1dentified.

The government intends to reduce the size of the public

ervice by 15 000 1n the next six years, beginning next year.

Operating and capital costs will also be restrained.

¢ Transportation ubsidies will be reduced and VIA Rail’s
operations will be rationalized.

¢ Indu trial and agricultural subsidie and expenditures on
nuclear power system research will be reduced.

* The heavy water plants in Cape Breton will be closed. They
co t the taxpayers of the country more than $100 million
per ear to produce a product for which there is no
demand. Workers at the e plants will be provided with
generous assistance in eeking alternative employment.
New measures are also proposed to attract viable and pro
ductive industrial development to Cape Breton.

Changes will be made to the federal Pension Benefits

Standards Act to:

* give more workers the opportunity to join pension plans
and to participate in the management of pension funds;

¢ provide workers with rights to their pen 10n benefits after
two years of plan membership;

® protect workers who change jobs again t the loss of pen-
sion benefits;

* provide equal pensions for women and men retiring under
identical circumstances;

* provide survivor benefits for spou es; and,
provide for the splitting of pensions between spouses upon
marriage breakdown.

In addition, the system of tax assistance for contribu-
tions to private pension plans will be reformed. These mea
ures will restore equity between individuals who save for
retirement primarily through RRSPs and those who are mem
bers of pension plans.



These new measures will strengthen self-reliance and
significantly improve opportunities to build decent retirement
incomes for the growing number of Canadians in small bu 1
ness, farming and the professions.

The budget also announces the government’s intention
to broaden the definition of disability for income tax pur-
poses. Some 120 000 individuals are expected to benefit from
this change.

The budget announce the establishment of a Ta k Force
to propose initiatives to encourage the private sector to
increase its support of the arts.

It also announces other changes to assist Canadian visual
artists and charities.

Improving Tax Fairness

The budget includes a number of actions that will en ure

greater fairness in the tax system. These include:

¢ a minimum income tax imposed on high-income Cana
dians, effective for the 1986 taxation year;

e amendments which pre ent taxpayers from avoiding tax
by splitting income through the use of loans to spou es and
children; and,

¢ elimination of tax shelters involving property uch a
yachts, recreational vehicles and hotels.

In addition, measures are proposed to achieve fairer tax
administration in a way that is consistent with the Canadian

Charter of Rights and Freedoms.

ntrollin
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Expenditure Reductions

In addition to significant savings in government management
and programs, the government has acted to address transfer
payment , the largest category of expenditures.

The government has decided to limit the indexation of
family allowances and old age security payments to annual
Increa € 1n the consumer price index (CPI) which exceed
3 per cent. The guaranteed income supplement and payments
to veterans will continue to be fully indexed to increases in
the CPI. This decision ensures protection for Canadians

hould inflation ever return to the levels of the late 1970s and
early 1980s.

To pread the burden fairly, adjustment will also be
made in transfers to provinces in coming year

Revenue Increases

The restructuring of the government’s program and activi-
ties is substantial. But it is not sufficient to make a meaning
ful start on re toring a h althy fiscal balance. The budget,
therefore, introduces tax ‘ncreases.

The income tax changes are the following:

e beginning 1n 1986, the annual indexation factor apphed
to per onal exemptions and tax bracket will reflect only
those increases in the consumer price index above 3 per
cent;

¢ the $50 federal personal tax reduction will be eliminated

tarting in [986;

e a temporary deficit reduction surtax will be imposed on
higher-income individuals and large corporations;

® atwo-year tax will be imposed on the capital of large char-
tered banks and trust companies, effective in 1986; and,

o effective May 23, 1985, contributions to a registered home
ownership savings plan (RHOSP) will no longer qualify
for preferential tax treatment. Individuals with RHOSPs
will be able to withdraw the accumulated funds for any
purpose with no tax liability.

Other revenue-raising measures include:

* the removal of the federal sales tax exemption on certain
products;

® a |-per-cent increase in the federal sales tax beginning in
1986;

® a 25-cent increase in the excise levy on a large package of
cigarettes;

® a 2-per-cent increase in the federal excise levy on alcohol-
ic beverages; and,

e a2-cent-per-litre increase in the excise tax on gasoline and
other transportation fuels, effective September 3, 1985.

FOR FURTHER INFORMATION ON THE BUDGET:
Information Division

Department of Finance

Ottawa KIA 0G5S

Tel: (613) 992-1573
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Decisions on Services and Subsidies to Business are ba ed on
areview of 72 federal programs, costing 1in aggregate om
$11.2 billi n per ycar and requiring the services of about
34 000 f dcral public scrvants.

Both program beneficiarics and administrators wcrc con
sulted 1n the course of the rev'ew. In it consultation with the
business community, the Task Force notcd a number of major
concerns, including: the need for frccdom from impo 1tion
on that scarce t of all rcsources, entreprencurial time; accc
to capital; an equitable tax regimc; and, particularly for mall
business, a supportivc, easty acccssible infrastructure of
management serviccs and commercial intelligence. Dccisions
made by the government eflect and rc poid to the c
concern .

The Task Force diagnosed that governmcnt had been
“giving with both hands’’, a referencc to the overlapping
indu trial inccntive systcm tha has grown up through the
year between the taxation side and the spending side of
government program . Probably because thc two sides are
subject to diffcrent control , rule and procedures, the Task
Force concluded that the left hand no longer knows what the
right hand is doing, and that the rc ulting system has grown
opaquc to all but a few expert .

The action described below contains a number of

measures, including:

e reducing the unde irablc stacking of dire t o ernm nt
assistance and tax inccntives for indu trial dcvelopm nt
and research inve tments;
rcmova of sa es tax exemptions that have outhved therr
or'g'nal pu pose;
developme t of an integrated, government wide approach
to fedcral research and devclopment 1n e tment ;
updating of business framework legi lation-
strengthening and consolidation of export markcting
programs;

e rationalization and increascd cost-reco ery from a variety
of infrastructure programs.

The review process being undertaken by the mini teral
Task Forcc is intended to make services to thc Canadian
public simplcr, morc undcrstandable and less confu ng, while
at thc same time seeking to ensurc cfficiency n the u ¢ of
public resources. Thus, where the examination of a program
indicated that the objectives were still valid, that overlap with
othcr programs was not a major issue, and that program deliv
cry was rclatively effective, the program will be maintained
unchanged, subject of course to normal period1 evaluation.

S ness

Industrial Incentives

The central thcme of the review on Services and Subsidies to
Business 1s that a complex ad hoc system of grants, tax incen

tives, | an guarantccs and other means of subsidizing busi

ncss investment has grown up ovcr the ycars. This system 1

not we co-ordinatcd; a particular investment project could
rcceive federal support from morc than one departmental pro
gram, from corporate tax inccntives, and from provincial
govern cnts as wcll. These variou form of ubsidy can be
tacked o 1c upon the other. The re ult can be 1tuations where
a priva ¢ ‘nvestor nced pay as lhittle as 10 cent  for cvery dollar
the project costs.

The “Stacking” Issue
The government is concerned about the stacking of incentive
onc on top of the other, and will be examiming this issue and
con ulting with provinces and indu try.

In this context the budget include a provi 1on to addre
one a pect of the issue.

Review Corporate Tax Incentives

The Task Force examincd several major corporate tax incen-
tivcs, including the investment tax credit, accelerated depre
ciation under the capital cost allowancc system, and the
special lower tax rates applicable to small busine e and
manuf cturing and proccssing profits. The main conclusion
is that these tax incentives meet further review. In thi con
text, the Minister of Finance has tabled with the budget a di
cussion paper which provides information on the impact of
tax incentive provided by thc corporate income tax system.
The paper raiscs an altcrnative approach for discussion, one
whih involves fewer pecific tax provisions combined with
a general reduction in the corporate tax rate.

Industrial and Regional Development Aid

The Industrial and Regional Development Program (IRDP)
promotes regional industrial development by supporting pri-
vate sector initiativcs. Particular emphasis is placed on proj-
ects with the greatest potential for economic rcturn, sustained
growth and international competitivencss. To ensure that sup-
port takes rcgional economic circumstanccs into considcra-
tion, diffcrent types and levels of support are availablc acro
thc country.

Government support of industrial innovation, to encour
age development of new products and proce es, is a high
priority. However, the overall support package will be
reviewed with the objective of avoiding duplication in assist
ancc provided through programs such a IRDP, thc Indus-
trial Research Assistance Program, and th incentives
providcd throu h thc taxation system.

Clarify Aims of Defence Industry Productivity Program
Over the years the Defence Industry Productivity Program
(DIPP) has bcen increasingly viewed as a general economic
dcvelopment program even though 1ts formal objectivc was
aid to defence-related export indu tries. Other programs, such
as the Industrial and Regional Development Program (IRDP)
are specifically intended for general purpose industry devcl-



opment. To reduce overlap, future DIPP funding will be re-
directed to its original purpose. The government will also
consider using firm-by-firm corporate memoranda of under-
standing detailing federal, private (and provincial) financial
contributions to particular projects to be assisted through
DIPP.

Rationalize Assistance to Shipbuilding Industry
Production subsidies under the Shipbuilding Industry Assist-
ance Program (SIAP) are currently being phased out. How-
ever, a second component of SIAP, the Productivity
Improvement Grant provides a subsidy of up to 50 per eent
for investment 1n shipbuilding plant and equipment. Credits
already banked will support productivity improvements for
another seven years, at current rates of investment. In addi-
tion to SIAP, thc shipbuilding industry benefits from a tariff
(of up to 25 per cent), premiums from government proeure-
ment policy, and aecelerated depreciation for purchasers of
Canadian built ships, as well as provincial assistanee. Given
this wide range of assistance and the generous levcl of sub-
sidy under the Productivity Improvement Grant, when eom-
pared to normal grants to other industries, credits for work
eommenced or contracts signed after June 30, 1985, will be
terminated The shipbuilding industry, of course will still
have recour e to other grant pro ram uch as the ndustrial
and Regional Development Pro ram.

Simplify Machinery Duty Remission Program
Canadian manufacturers of machinery receive proteetion by
means of a tanff on imports. To mimmize costs to users of
macehinery, th1 tariff 1s remitted where no Canadian produe-
tion capability exists. Present pra tice tends to plaee an unnec-
essary drag on both the private and public sectors. Day-to-day
administration of the remission program will be moved to
Revenue Canada (Customs and Exci ¢) (which is responsible
for the collection of tariffs). The Department of Regional
ndustrial Expansion will provide advice on Canadian pro-
duetion capacity. Procedures will be developed o reduce
paperburden and delays.

Sales Tax Exemptions

The number of manufactured goods whieh have been
exempted from federal sales tax or which have enjoyed re-
duccd rates of tax has increased. This, in turn, has led to an
erosion of the tax base and the necd to impose higher tax rates
on those remaining goods which are taxable. The e exemp-
tions have also created a complex network of boundary prob-
lems and 1nequities. Exemptions of individual goods have led
to pressures to make similar goods, or goods of like class,
also exempt from tax. Exemptions have also tended, 1n the
absence of sunset provisions, to outlive the purpose for which
they werc initially granted.

Based on the Task Force review, two such tax exemp-
tions are included in the broadcr sct of sales tax ehange pro-
posed 1n the budget. These are to remove the peeial
exemption for beauty and health aids and to require that the
tax on good competing with on-sitc construction be com-
puted by r ferencc to the sale price, as opposed to the cost
of material only.

mall Business

Small business contributes substantially to Canadian eeono-
mic well-being and thcre is considerable potential for an even
greater contribution in terms of employment and regional
development. To this end, the government has engaged in a
round of eonsultations with the small business eommunity
intended to resolve small business issues. The comments
received are being uscd to guide ministers in the development
of an effective small business policy.

The budget sets a favorable and stable eeonomie elimat
in which small business ean prosper. It also ineludes a num
ber of specific initiatives to eneourage and assist small busi-
ness investment. The government has already aeted to extend
and improve the effectiveness of the Small Business Loans
Act, under which the government underwrites the provision
of loans to small business by private financial institutions,
and the budget addresses the question of the Small Business
Development Bonds, due to expire at the end of 1985.

The process of program review is ongoing and the
government is continuing to examine other programs of assist-
anee to small business. Observations on these programs, made
by the Task Force, will be of assictanee to ministers in the
continuing review.

Terminate Credit Reinsurance Program

This program, established in 1979, offers reinsurance of pri-
vate sector credit insuranee eompanies which in turn insure
loans made to commercial businesses. Developments in finan-
cial markets since the program was coneeived, notably the
entry of Sehedule B Banks and the shortening of loan terms
as a result of high interest rates, eliminated the need for the
program. As no usc has been made of it, the program is being
terminated.

Merge Source Development Fund and Unsolicited
Proposals

The Source Development Fund (SDF) aims to eneourage the
development of Canadian sources of supply for government
procurement by providing assistanee to potential suppliers for
product development.

The Unsolicited Proposals Program has a parallel objec
tive. As an adjunct to the government’s eontracting-out policy
it cncourages the private seetor to submit proposals for seien
tific and technological work for products or studies whieh
fall within the mandate of government departments or agen-
eles. The program has been an effective means of bringing
private sector expertise to bear on government tasks and pro-
ductivity and provides direct benefits to both parties.

On the other hand, it appears that many of the projeets
funded under SDF could have been developed through nor
mal private sector recognition of eommercial opportunities.
On occasion they could have been supported by more gen
eral economic development programs sueh as the Industrial
and Regional Development Program (IRDP) or the Industrial
Research Assistance Program (IRAP). However, one impor
tant aspect of SDF is assistanee to busine , particularly to

mall business, to demonstrate new technolo y in an opera-
tional setting. This is a critical step in market penetration.



Consequently, the Source Development Fund is being allowed
to lapse, but the SDF feature of assisting with demonstra-
tion in government use of innovative projects for small Cana-
dian business will be consolidated with the Unsolicited
Proposals Program.

rade and arket evelopment

Canada is an important trading nation, and trade is impor-
tant to Canadians — more than one-quarter of Canada’s pro-
duction of goods and services is traded internationally. The
world’s trading environment is likely to change greatly in the
next decade, with increasing challenges to the sale of Cana-
dian products. There will also be increased opportunities.
Much depends on improving the competitiveness of Cana-
dian industry to overcome the obstacles and to take advan-
tage of the opportunities. At the same time it will be necessary
to ensure that government trade development activities con-
tinue to be relevant and effective. To this end, the govern-
ment is undertaking wide-ranging consultations seeking the
views and comments of Canadians on how best to secure and
enhance their access to export markets and on effective export
financing support for Canadian business. It is essential that
all sectors of society, governments both federal and provin-
cial, and management and labour, make a common effort
to promote Canadian exports.

The Task Force made a number of pertinent observa-
tions and suggestions in this area, particularly about overlap
and duplication between federal programs and between fed-
eral and provincial activities. As a result, the government is
proposing changes, designed to reduce duplication and
improve the effectiveness of some existing trade development
activities.

International Trade Development Activities
Next to the managements of private sector firms, the Depart-
ment of External Affairs has the main responsibility for
fostering the expansion of Canada’s international trade and
commerce. It assists Canadian exporters both domestically
and through trade representatives at Canadian posts abroad.
Other federal departments, such as the Department of Agri-
culture and the Department of Fisheries and Oceans, also
maintain representatives abroad to market and promote the
products of specific sectors of the economy. As well, most
provinces have some international representation.
Ministers will be developing proposals, taking into
account the views expressed in the current consultation exer-
cise, to strengthen and co-ordinate the various programs and
make them more effective in today’s trading environment.

Programs for Export Development and Promotional
Projects

There is considerable overlap between these programs. The
Program for Export Market Development (PEMD) aims to
assist the development of Canadian exports by sharing finan-
cial risks with businesses which wish to enter new export
markets.

Under the Promotional Projects Program (PPP), fund
ing and planning is provided for exhibits at trade fair , mi
sions and visits by foreign buyer and government delegations.
Consolidation of PEMD and PPP is expected to produce
economies on overhead, lead to increased cost recovery and
result in an allocation of public funds most likely to produce
high returns in export ales.

Industrial Co-operation and Technical Assistance
Many Canadian companies are bewildered even with export-
ing to developed countries. In Third World countries export-
ing is more complex and confusing. The Canadian Interna-
tional Development Agency (CIDA) operates the Industrial
Co-operation Program to encourage the Canadian private sec-
tor to participate in the industrial development of developing
countries and, at the same time, to develop markets for Cana-
dian exports of goods and services. The government has
decided to nstitute an increased measure of cost recovery
from succe ful private sector firms using the program. There
is some overlap between the Industrial Co-operation Program
and the Cost Recoverable Technical Assistance Program oper
ated by the Department of External Affairs. The two pro
grams will be amalgamated to achieve greater efficiency. Step
will also be taken to reduce overlap with other export devel
opment activities.

Business Opportunities Sourcing System

This system, known as BOSS, enables buyer 1n Canada or
abroad to identif potential Canadian upplier . It also help
supplier to identify users of products and to expand supply
opportunitie The review found that it could be more effi
cient and more accessible to potential users, thereby enhanc
ing its potential for increasing sales of Canadian product .
Therefore, on-line computer facilities for delivering BOSS
information will be extended to selected Canadian trad
related post 1n the United States. This will be done on a tnal
basis. Al o, the information base of BOSS will be upgraded
by more ystematically inviting Canadian suppliers to list their
products on the y tem.

Recover Costs of External Affairs Defence Program

This program seeks to expand markets for Canadian defence
product and related high technology through direct nego
tiation with foreign governments for market access, and with
foreign military and defence industry personnel for co-
operative projects. Government-to-government negotiations
are a necessary part of doing business in this highly competi-
tive market ector. As part of a general move to allocate costs
to those benefiting commercially from government services,
measure will be developed to recover, where feasible, the
costs of providing thi ervice.



Competing for Communications Technology Markets
The objective is to improve the competitiveness of Canadian
technology companies when bidding on international projects
through contributions of up to 50 per cent of non-recurring
osts in developing or modifying products for the interna-
tional market. The tax system offers incentives for this kind
of product development and several other programs overlap
with this program. These include the Industrial an Region-
al Development Program, the Defence Industry Productivity
Program, the Program for Export arket Development, and
the Technology Development for Communications arkets
Program. Action will be taken to eliminate undesirable dupli-
ation 1n these programs.

Aid for Collaboration on New Technology Abroad
Both the Department of External Affairs and the Department
of Communications assist Canadian scientists and engineers
to keep up with emerging technologies through contacts with
experts 1n other countries. The programs are the Catalytic
Seed Fund and the International Collaboration Fund for
Research on New Information Technology. Again, measures
will be taken to cut duplication.

Extend “Think Canadian” Program

The Think Canadian Program is currently scheduled to ter-
minate in fiscal 1985-86. The rationale for this program,
namely to raise consumer awareness and encourage the pur-
chase of Canadian-made products, remains valid. The pro-
gram will be extended to 1986-1987. Careful examination of
the resource requirements, however, has shown that the objec-
tives of the program can be achieved with fewer financial and
personnel resources than originally estimated.

Privatize the National Design Council

The National Design Council aims to promote good design
in the products of Canadian industry. However, the message
regarding the importance of design is best brought to the
attention of Canadian business through marketing of products
In a competitive environment. If industry considers there
should be a Canadian design body to reinforce this message,
1t should be willing to fund it. The government will invite the
professional design bodies, together with industry associa-
tions, to establish a privately managed and funded organiza-
tion to foster good design. Government financial involvement
will be restricted to partial funding of privately sponsored
design awards.

In egrate Import Review Bodies
There are similarities in the mandates of several import review
bodies and much of the expertise needed to carry out their
functions can be shared. The government is therefore pro-
posing to integrate the Canadian Import Tribunal, the Tariff
oard and the Textile and Clothing Board. The “‘court of
easy access’’ facility of the present Tariff Board will be pre-
erved. Ministers will be developing a detailed proposal to
implement this decision-in-principle.

Tourism

Tourism is an industry of great importance to Canada. The
government intends to develop a comprehensive strategy for
the development of the Canadian tourism industry; to this
end it has embarked on a round of consultations with the
provinces and the private sector. The major questions and
issues have been set out in the consultation paper Tourism
Tomorrow issued by the Minister of State (Tourism).

Federal support for tourism is provided through Tour-
ism Canada. This support takes the form of marketing cam-
paigns promoting Canada as a tourist destination and
stimulating the development of tourism ‘‘products”’. There
is considerable overlap between the federal and provincial
governments, and to some extent, with the private sector in
marketing and promotion. It is important that Canada’s tour-
ism assets be marketed effectively. As part of developing a
comprehensive tourism strategy, Tourism Canada will be
experimenting with alternative mechanisms for international
marketing, including increased contracting out to the private
sector.

The federal government has signed, under the Economic
and Regional Development Agreements with the provinces,
a number of tourism subsidiary agreements; they provide
federal assistance in the provision of tourism facilities. As
a rule the provision of facilities should be driven by private
sector investment rather than federal government decision.
In all future tourism sub-agreements the government will seek
to leave to the private sector and the provinces the funding
of facilities, except where justified on grounds of regional dis-
parity. This matter will be discussed with the provinces during
the detailed negotiations of individual tourism sub-
agreements.

Infrastructure and Public oods

Infrastructure and public goods are often taken for granted.
They become visible only when they are tinkered with, disap-
pear, or disrupt the normal functioning of our daily lives.
They include among many other things: dredging to keep our
channels and harbours open, subsidies to help defray the costs
of ferry services, rules to keep the marketplace and cross-
border transfer of goods running smoothly and equitably, and
collection of data required for business and government
decisions.

In looking at these programs, the Task Force identified
a number of measures which could be taken to improve effi-
ciency, simplify demands on business, and make these ser-
vices more responsive to Canadian needs.



Update and Streamline Business Framework
Legislation

The Department of Consumer and Corporate Affairs 1s rela-
tively small when measured by expenditures but has a pcrva-
sive effeet on the lives of Canadians and the functioning of
business in Canada. Administration of business framework
legislation and regulations can cither help or disrupt thc
marketplace. This legal framework is, however, becoming
increasingly out of date. Canada opcrates with a Patent Act
of 1935, a Bankruptcy Act only slightly amended since 1949,
and a 1924 Copyright Act whieh could not, and did not, antic-
ipate photocopiers, cassette tapedecks, video recorders, and
personal computers.

The government will bring forward legislativc proposals
of both a substantive and housekeeping nature which will
include bankruptcy, patents, copyright, the Canada Business
Corporations Act, the Trade Mark Act and the Industrial
De ign Act.

Draft Legislation for Patent Examinations

Th patent Offiee of the Department of Consumer and Cor-
porate Affairs is responsible for all aspects of the Patent Act.
There1 considerable international duplication in the examin-
at1 n of patents. This has led to a world-wide trend toward
patent unions.

In Canada, about 80 per cent of applications havc an
Ameriean counterpart. The remaining 20 pcr cent are largely
apph ations previously accepted in other jurisdictions, with
fewer than 500 patents per year filed solely in Canada. Dupli-
cation and costs would, therefore, be substantially redueed
if Canada were to accede to the Patent Co-operation Treaty
and accept foreign examination results.

The government will propose legislative amcndments
required for Canada to accede the treaty. Following amend-
ment of the Patent Act, the government will terminate depart-
mental patent examinations and will contract with
international searching authorities tor examinations of patents
first filed in Canada. Patent information dissemination will
be strengthened through expanded use of the established net-
works of the National Research Council’s Canada Institutc
for Scientific and Technical Information (CISTI).

Increase Cost Recovery from Spectrum Management
The electromagnetic speetrum used for telecommunieations
is a finite re ourcc which requires prudent management to
ensure 1ts proper allocation and use. Its use has considerable
eommercial value. The costs involved in managing it should
be recovered from the licensed users, including provincial
Crown eorporations, which derive eonsiderable revenue from
the allocated frequencies. The technology and expertise devel
oped within the federal government for controlling the elec-
tromagnetic environment in Canada has significant export
market potential. Ministers will be exploring opportunities
for profitable provision of spectrum management systems to
other countries.

Improve Efficiency of Surveys and Mapping Program
This Energy, Mines and Resources program has as its objec-
tive to ensure availability of geodetie, topographic and
selected geographic information used for such purposes as
urban development, transport, defenee, and public safety.
The program maintains a national network of survcy markers
and produees a variety of maps, charts, and airphotos.

The proposed relocation of map production to Sher-
brooke, Quebec has been given careful consideration. These
plans, if implemented, would result in duplication of costly
cquipment and difficulty of access for clients. The move is
cstimated to cost $82 million (1983 dollars) over the eight years
it would take to complete. The government has, therefore,
deeided to defer relocation plans for the immediate future

As a further efficiency measure, prices currently charged
for survey and mapping products will be revised to cover a
least the full variable costs of produetion. The role and publi
utility of this survey program will be the subject of further
review by another Task Force study tcam.

Review Revenue Canada (Customs and Excise)
Revenue Canada (Customs and Excise) is responsible for rai
ing revenue ($17.5 billion in 1984-85) and for controlling
cross-border movements of goods.

Coneern the business community has expressed about
the eomplexit of the customs and exci e legislation and the
red tape 1t requires need to be addre sed by simplifying
demands on individual firms and by streamlining the opera
tions of the department.

The Mini tcr of National Revenue will be bringing for
ward propo als for a new Cusroms Act. He will also initiate
arevicw of the operation of Revenue Canada (Custom and
Excise) to reduce the administrative burden.

Increase Consultation on Statistics Canada Programs
Statisties Canada provides a broad range of statistieal infor-
mation to business, labour, researchers, and international
organizations, with about 45 per cent of recorded enquiries
coming from the business community. The program also,
however, imposes on respondents an administrative burden
which should be reduced and simplified.

The government will therefore establish a National
Statistics Council represcnting a variety of interests and users,
particularly reprcscentatives of respondents from small busi-
ness. This Council will advise the Chief Statistician in setting
priorities and rationalizing Statisties Canada programs. A
further examination of the public utility of Statistics Canada
information will be carried out by the study team on Major
Surveys.
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Surveys Division of Labour Canada

Labour Canada is currently responsible for the Wages and
Working Conditions Survey (WWCS), an annual survey of
wage rates, standard hours of work, and work 'ng conditions.
This is the only national source of wage rate sta istics by occu-
pation, industry, and location. Data are used by private
industry, labour unions, and various levels of government for
evaluation and decision-making purposes. There is still some
que tion whether the survey would be more cost-effective if
1t were consolidated within Statistics Canada programs. A
deci 10n on a potential transfer of this survey to Statistics
Canada will be taken following completion of a feasibility
tud currently under way.

Streamline CN Marine Coastal and Ferry Services
CN Marine provides Atlantic coastal and ferry services for
which the federal government is responsible. Subsidies to CN
Marine for operating its Atlantic ferry services range from
50 to 90 per cent of the costs to operate individual routes.

Studies have identified measures which could be taken
to provide services more cost-effectively. However, consul-
tation with the provinces is required given the traditional
importance of these services in Atlantic Canada. The Minister
of Transport will continue to pursue the economy and effi-
ciency measures recently initiated within CN Marine and will
introduce more effective capital expenditure planning and cost
control mecham m .

Rationalize Dredging and Small Craft Harbour Services
The federal government provides dredging services for chan-
nels and harbours in all regions of Canada. Operations are
handled by Public Works Canada which contracts out to the
private sector or uses its own dredging fleet.

The Department of Fisheries and Oceans provides and
manages regional harbour systems to accommodate commer-
cial fishing fleets and assists in the provision and manage-
ment of recreational harbours. Docking charges tend to be
nominal and a consistent revenue policy is not being univer-
sally applied across the country.

The government will rationalize these services and make
them more cost-effective. These changes will include clas-

ifying small craft harbours, with a defined base of dredging

and other services for each class; increased contracting out
of harbour construction work; and development of propo-
als o increase cost-recovery from users wherever feasible,
particularly with respect to normal commercial traffic and
recreational use. In addition, a substantial portion of Public
Work dredging activity will be contracted out and the fed-
eral dredge fleet reduced accordingly.

Privatize Federal Dry Docks

Public Works maintains and operates Crown-owned dry
docks in Lauzon, Quebec; Selkirk, Manitoba; and Esquimalt,
Brit'sh Columbia. The federal dry docks program has over
the years become progressively less cost effective. With the
decline in the Canadian shipbuilding indu try, these dry dock
facilities have become only marginally competitive, and this
despite the fact that fees for the u e of the e facilities have
not increased.

As part of a number of privatization measures, the fed
eral government will, therefore, offer the Lauzon, Selkirk,
and Esquimalt facilitie for sale to their principal users or
other prospective buyer .

Economic and Regional Development Agreements
The Task Force noted that the Economic and Regional Devel-
opment Agreements (ERDAs) with the provinces, and the ub
agreements that flow from them, are among the most power-
ful and flexible instruments available for the co-ordinated
planning and delivery of programs where the two senior levels
of government share interest and re ponsibility. However, the
individual sub-agreements do not always reach this full poten-
tial. Federal ministers will take the opportunity in ERDA dis-
cussions with their provincial counterparts to review ex1 ting
sub-agreements, to ensure that the objectives remain vahd and
that ERDA spending is co ordinated with other program
expenditures.

Research and Development

Canadian research and development performance i one of
the key factors which will determine whether we can remain
internationally competitive. Seizing opportunities arising from
world-wide technological advances will promote economic
growth and enhance the standard of living of Canadians.

The federal government will continue to be a major pro-
moter, supporter, and performer of research and development
(R&D). There is a significant tax incentive system to stimu-
late industrial R&D. These incentives are supplemented by
a large number of grants and subsidies programs designed
to accelerate the diffusion of new technology. Federal research
laboratories across the country also contribute significantly
to Canada’s R&D effort.

The federal government will develop in consultation with
the provinces and industry an integrated, government-wide
approach to R&D. It will take a rational and focused R&D
investment strategy for the pre ent ma e of programs to be
streamlined. These initiative will re ult 1n better account-
ability and balance between tax incentives and grants, and
the rationalization of non tax programs to make them more
efficient, accessible, and re ponsive to the needs of the client.

Rationalize Support for Research and Development
In addition to a number of pecific change outlined below,
the government intends to de elop broad-ranging options to
rationalize support for indu trial R&D. Provinces and other
interested parties will be consulted on the e options.

It is desirable, as much a possible, to combine the best
aspects of tax incentives and granting programs, particularly
the automatic self-assessment characteristics of tax provisions
and the feature of granting programs, that provides funds
to eligible projects whether or not the firm is in a taxpaying
position. Initiatives in the budget reinforce the government’s
commitment to this important element of the economy.
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Finally, the government will introduce changes to
improve the eff ctivene and lient-responsiveness of its
grant, research, and te hnology transfer programs.

Strengthen Assistance to Industrial Research
Assistance Program
The National Re earch Council (NRC) operates programs to
enhan e the re earch and development capabilities of Cana
dhan industry and acce s to current technology. The Indus-
trial Researc  Assistance Program (IRAP) provides
ontributions, technical information and field advisory ser-
vices through a network of specialists from NRC, provincial,
and private sector organizations which are located in various
entres across Canada. The Program for Ind stry Laboratory
Projects (PILP) is designed to promote the application in
ndustry of scientific and engineering knowledge which ori-
ginate in federal laboratories.

A consolidated technology-transfer program will include
the smaller innovation cases of DRIE’s Indus rial and Region-
al Development Program (IRDP). Industry will also be given
a stronger voice in the general management decisions relat-
ing to industrial research and development assistance
programs.

Refocus Canadian Patents and Development Limited
Transfer of publicly-owned technology to the private sector
is encouraged by Canadian Patents and Development
Limited. In future, the corporation will seek to maximize its
revenue from licensing intellectual property owned by the
federal government and by other public institutions which
contract n, while giving the Canadian private se tor first right
of refu al at competitive licen ing rates. More aggressive
marketing of patented technology paid for by taxpayers
should ub tantiall increase r turns to the federal govern-
ment and to thos provinces and universities wishing to
participate.

Scientific and Technical Information
The National Research Council’s Canada Institute for Scien-
tific and Technical Information maintains a national collec-
tion of printed and machine-readable data from a wide variety
of Canadian and foreign sources. Data and information ser-
vices are provided free or at minimal cost to researchers, uni-
versities, private firms, and various lcvels of government.
This valuable resource will necd to be utilized to the full
if Canada is to keep up with international developments and
to narrow the gap between the development of a technology
and its application in Canadian industry. To this end, meas-
ures wil be taken to increase revenues and include hitherto
inad q atel cxploited patent information into existing data
base

Rationalize Technology Centres

The general objective of these programs is to support the
establishment of self-sufficient centres to demonstrate and dis-
seminate information concerning commercially relevant tech-
nology in specific areas to private industry and other interested
partics. Since 1967 the number of specialized technology cen-
tres has mushroomed. There are at present over 300 centres
receiving some measure of direct federal support.

In addition to expenses incurred, the excessive number
of technology centres has resulted in duplication of effort and
fragmentation of expertise. It has also complicated access on
the part of firms to new technology. The federal government
therefore intends to invite provinces and users to join in devel-
oping a plan for con olidating and rationalizing existing
centrcs.

Cost Recovery From Certain NRC Facilities

The National Research Council (NRC) manages 48 engineer-
ing and scientific facilities across Canada. These facilities are
used by industry and governments to test machines, systems
and structures, particularly in the transportation area, as well
as in support of fundamental research in physics, astro-
physics, and space science. NRC also sets physical standards
and provides measurement and alibration services related to
those standards.

Present levels of activity could be maintained at reduced
cost by increasing calibration and measurement fees to cover
all appropriately allocated ariable costs and contribute to
capital and overhead cot These change should ensure
rationalized use of facilities and service and could also esta-
blish a basis for privatization of some ervices.

Cost Recovery at the David Florida Laboratory

This Department of Communication laboratory, located near
Ottawa, operates extensive facilitie for the assembly and test-
ing of spacecraft and spacecraft components as well as high
technology products destined for the export market. This
highly competitive sector ha acce s to a variety of other fed-
eral assistance programs. Fee chedule will, therefore, be
revised so as to achieve full cost recovery as soon as possi-
ble, while allowing for current contractual commitments.

Industrial Innovation and Development Research
National Research Council (NRC) laboratories are involved
in the performance of R&D, the management of contracts
aimed at the development of industrial products and pro-
cesses, technology transfer to industry, and the provision of
scientific and technical information and advice to Canadian
industry. This program, which has made significant contri-
butions to industrial development in the past, will be strength-
ened and refocused as a key component in the development
of a rationalized government-wide approach to R&D. Spe-
cifically, labo a ory and contractual support will be made
more clicnt-respons’ve through the increased involvement of
industry in ge eral management dec’s'o fNRC’ I d
trial Development Office.



Refocus NRC Building and Construction Research
The NRC’s Division on Building Researeh carries out researeh
on problems which are peculiar to Canada or which have not
received adequate attention elsewhere. It also provides tech-
nical and administrative support for the development of
national testing methods, codes, and standards, such as the
National Building and Fire Codes.

A strong case can be made for continued active involve-
ment of federal institutions like NRC in buildi g and con
struction research, given the fragmented nature of he indus ry
and the long-term focus of mueh of the required research.
Overall federal efforts, including those of the NRC are, how-
ever, hampered by the diffusion of programs across a broad
range of federal organizations and by the lack of reliable data.
Industry is also insufficiently involved in setting priorities,
funding, and management of research in this area.

The government will therefore be developing proposals
to elarify departmental and agency roles and priorities, to pro-
vide more reliable data, and to ensure greater non-federal
involvement in the research and regional advisory services of
NRC’s Division of Building Research. This will be done in
eonsultation with the provinces and other interested parties.

Basic Research

All NRC laboratories participate in the program on National
Competence in Nat al Scie es and Engineering to a varying
degree. It fosters discovery of new scientific and technologi-
cal knowledge and the ability to respond to requirements for
scientific expertise, engineering know-how, and in depth
analysis of problems. The specific concerns of industry often
point to major gaps in fundamental knowledge which will
have to be dealt with if long-term practical solution are to
be found.

The National Research Council, the Natu ral Science and
Engineering Research Council and other federal granting
agencies will be asked to concentrate available resource
more effectively on a smaller number of except’onally able
researchers, wherever they work.

Research on Problems of Economic and Social
Importance

Some other research performed by various NRC laborator-
ies is aimed at solving economic and social problcms involving
health, cnergy, transportation, environmental quality, food
and forcstry. NRC carries out a rangc of projects for which
it has the expertise but which also inter ect the policy respon-
sibilities of othcr federal organizations, such as Hea th and
Welfare Canada or Transport Canada.

Specific steps v 1l be taken to rationalize and co ordinate
this program with the policies and prioritie of lead depart-
ments. Measures will include the use of long-term Memoranda
of Understanding and the assignment of responsibility for
re earch definition and funding in this area to mini ters and
departments with overall policy rcsponsibilitic

Redirect the Science Council of Canada

The Science Coun 1l of Canada was cstablished in 1966-1967
to assess Canada’s cicntific and technological requirement
to increase public awareness of these requirements, and to
advise the government on science and technology As a science
““think tank”’, the Council has demon trated an ability to
stimulatc uscful discussion of key 1ssue by gov rnments, uni-
versitic , private industry, and to some extent, the gcneral
public. Some of its activities have, however, had little discer
nmblc 1mpact on governmcnt policy o1 pil atc sector
investment.

The Council’s rolc is, thercfore, being redirected to focus
1t more sharply, and with significantly fewer re ourccs, on
enquiries relatcd to the federal government” management and
m ¢ tment rc pon ibilities 1n science and technology.
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Man in space — Canada’s contributions have been important

The Canadian Aerospace Industry
— Selective Specialization —

anking fifth in western world
R aerospace sales — after the

United States, France, Britain
and the Federal Republic of Germany
— the Canadian aerospace industry is
a key contributor to the country’s tech-
nological growth, employment and
exports.

Organization

A three-tier structure of the industry has
the four major companies at the top.
Canadair in Montreal and de Havilland
in Toronto are the major aircraft manu-
facturers; both are owned by the feder-
al government. U.S.-owned Pratt and
Whitney Canada in Montreal is a world
leader in small jet engines. Spar Aero-
space, headquartered in Toronto and
Canadian-owned, leads the national
space program. A fifth, Bell Helicopter
Canada, a subsidiary of the US Textron
Inc., is currently building a facility at
Mirabel, near Montreal.

These companies have an inte-
grated capability to design, develop,
manufacture and market complete air-
craft, engines or spacecraft. CAE Elec-
tronics falls in a special category as a
world leader in the design and manufac-
ture of aircraft flight simulators.

The second tier companies, approx-
imately 30 in number, have expertise in
fully-engineered proprietary products
and sub-systems in repair and mainte-
nance and in major component manu-
facture on a sub-contract basis.

The small business element on third
tier consists of more than 100 companies
which undertake specialized precision
machining and processing operations
for larger companies in Canada and
around the world.

Evolution

With the impetus of two world wars,
the Canadian industry achieved
some remarkable successes.

Canada Commerce May/June 1985

e The Avroliner flew in August 1949,
only one week after the British de Havil-
land Comet, the world’s first jet-
powered commercial passenger aircraft.
e Canadair built 1 815 Sabre fighters,
designed the Tutor jet trainer and pio-
neered VTOL (Vertical Take Off and
Landing) technology with the tilt-wing
CL-84.
¢ De Havilland designed and built the
Caribou and Buffalo military trans-
ports.
¢ Bristol Aerospace designed the Black
Brant rockets.
¢ Canada was third in space with the
Alouette satellite.
® Avro designed and built 692 CF-100
Canuck all-weather interceptors and
designed the CF-105 Arrow interceptor.
Orenda engines powered both fighters.
With the cancellation of the Avro
Arrow fighter aircraft project in 1959,
the industry experienced a radical
change. The U.S. space program was
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just getting under way and it absorbed
many Canadian engineers. The survi-
vors set about rebuilding the aerospace
industry.

Avro disappeared; Canadair moved
through a series of diversification proj-
ects into surveillance systems and exec-
utive jets; de Havilland concentrated on
commuter aircraft; and Pratt and Whit-
ney developed its highly-successful small
gas turbine engine. The rest of the aero-
space industry dug in its heels, concen-
trating on supporting the primes, ob-
taining sub-contract work from the U.S.
and establishing unique component and
accessory product lines with a world
mandate.

Recognizing the importance of the
aerospace industry to Canada’s defence
industry base and technological growth,
the government of the day instituted the

~

PW-100 aircraft engine under construction

Defence Industry Productivity (DIP)
Program. The cost of developing a
product for the defence export market
and purchasing new machinery was
shared through the DIP Program with
the company. The result is mutually-
supportive, efficient companies which
work closely with federal government
departments.

Competition
The diverse civil market in Canada,
while impressive in total, cannot support
any one product line. Canada, there-
fore, has to compete on the world mar-
ket, often in the face of nationally-
owned industries, political preferences
and soft financing terms.

The need to compete on a global
scale restricts the number of things that
Canada can do.
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IMPORTS VS EXPORTS
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Canadlan flight simulators are used by many of the world’s airlines

CIVIL AND MILITARY SALES
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A mix of astute market forecasts,
established competance and opportun-
ism has placed Canada in the forefront
of world aerospace trade in areas of
specialization.

Included are commuter and execu-
tive aircraft, fire fighting aircraft, air-
borne surveillance systems, jet engines,
research and military rockets, flight
simulators, navigation instruments, exo-
tic castings, gears and transmissions,
anti-submarine warfare systems, heli-
copter haul-down systems, hydraulic
components, spacecraft and sub-
systems, environmental systems, para-
chutes, jet engine blades, aircraft inte-
riors and modification, kit aircraft,
precision manufacture and the repair
and overhaul of aircraft and engines.

Space activities are playing an
increasingly significant role in the activ-
ities of the sector. Milestones have been
the active role of Spar’s Canadarm in
the NASA Space Shuttle program,
astronaut Marc Garneau’s flight into
space and the sale of a communications
satellite to Brazil.

Although the Canadian aerospace
manufacturing sector covers a wide
range of products, the principle of
selected specialization and a degree of
government direction avoids problems
of domestic duplication.

Canada is the western world’s
second-largest user of commercial heli-
copters. Recognition of this fact recently
attracted two of the world’s largest heli-
copter manufacturers, Bell Helicopter
and Messerschmitt Bolkow Blohm, to
Canada. This will lead to a new area of
national specialization in helicopter
design and manufacture.

The aerospace industry has devel-
oped in and near to the major popula-
tion centres. Quebec and Ontario share
91 per cent of the sector jobs with 7 per
cent in Manitoba and approximately
1 per cent in each of British Columbia
and Nova Scotia.

In support of the industry the
National Research Council operates
wind tunnels and other research and test
facilities for engines and aircraft at its
laboratories near Ottawa.

The Aerospace Industries Associa-
tion of Canada (AIAC) provides an
important co-ordination role between
industry and government. The AIAC
also organizes national representation at
such major events as the Paris, Farnbor-
ough and Singapore Air Shows and
expects to participate in EXPO ’86.
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Canadian-designed and manufactured helicopter haui-down system in use at sea

NEW CAPITAL EXPENDITURES

$ MILLIONS
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Until the 1970s, the Canadian
aerospace industry was largely inwardly
directed. Companies were, in general,
either pre-occupied specifically with
satisfying the domestic defence require-
ments or with selling and servicing the
products of foreign parents. Now, how-
ever, the sector is outwardly directed. It
has become predominantly concerned
with the export of a variety of unique
civil products which it designs, develops,
manufactures and markets.

Performance

Over the past 20 years, sales have in-
creased from approximately $0.5 billion
to $3 billion (current dollars). Average
employment, however, has remained
fairly constant at approximately 40 000,
reflecting improvements in productivity
dictated by the industry’s move into the
highly competitive international market
place.
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During the same period the mix of
sales has changed from 60 per cent
domestic to 77 per cent export. Simi-
larly, the military and civil sales have
changed from 66 per cent military to
7 per cent civil.

Capital expenditures have followed
the marketing fortunes of the sector,
dropping to a low of $10 million in 1972,
the nadir of a turn-down in sales during
the early 1970s. In 1984 capital expen-
ditures totalled almost $150 million,
demonstrating both the need to invest
in new technology and the confidence of
the industry in its future.

Aviation has solved many of Can-
ada’s transportation problems stemming
from long distances between major
population centres, a hostile climate and
difficult geography. Aircraft made a
major contribution to the development
of Canada and remain vital to the
nation’s transportation system.

Canada Commerce May/June 1985

While Canada is a
major customer

of the world’s air-
craft manufac-
turers, its aero-
space exports
more than offset
its imports.
.

Canada is a major customer for
many of the world’s aircraft manufac-
turers. Annual aircraft imports run close
to $2 billion per year. It is to the credit
of the manufacturing industry that
exports of relatively small aircraft, sub-
systems and manufactured goods more
than offset the import of large commer-
cial aircraft such as the Boeing 747 and
767.

The western world market is domi-
nated by the U.S. industry which com-
mands about two-thirds of sales total-
ling approximately $100 billion per year.
Of that $100 billion, approximately
50 per cent is captive because of domes-
tic, military, political and economic
considerations.

While Canada’s $3 billion is only
3 per cent of total world sales, it is 6 per
cent of available sales. These results are
achieved on the open market with the
best product for the job in the face of
aggressive competition.

Selective specialization works. [

Additional information on
Canada’s aerospace industry
can be obtained from the
Department of Regional Indus-
trial Expansion in Ottawa and
its regional offices in other
major cities across Canada or
Jrom the Canadian Trade
Commissioners stationed
throughout the world.

— by Bernard Shaw and
John Barker
Electronics & Aerospace Branch
Department of Regional Industrial
Expansion



Market Development

Market Development —
Phase II Import Profiles

hether you are a manufac-
turer looking for a new prod-
uct line to make use of excess

manufacturing capacity, an entrepre-
neur searching for a market niche or an
industrial developer, Import Profiles
may provide some of the answers.

Import Profiles is the second phase
of the Market Opportunity Develop-
ment component of the Think Canadian
Program launched in mid-1984 by the
Department of Regional Industrial
Expansion (DRIE). It is designed to
enhance the business community’s
awareness of the large potential that
exists in the Canadian marketplace for
domestic production.

The first phase of this component
was the Canadian Market Opportunities
Catalogue. This general information
directory included more than 4 000
products or product groups covering
approximately 86 per cent of all imports
into Canada in 1983.

Although the catalogue included
quantitative values, growth trends and
the major foreign country of export, it
was beyond the scope of the publication
to provide in-depth information and
analysis.

It was this lack of specifics and the
requirements of industry that prompted
DRIE’s Market Development Branch to
undertake the preparation of Import
Profiles.

The Import Profiles provide data
and information in an organized form
suitable for decision makers to start
their own in-depth market research and
commercial feasibility analysis.

In some cases, the specific profile
will reinforce or aid decisions already in
progress. In others, the profiles will
assist companies in finding compatible
lines of products which can be manufac-
tured using excess plant capacity, and
open up an entirely new avenue of study
for entrepreneurs looking for market
opportunities in manufacturing.

But in the final analysis, profiles
can only be considered as one of the
information steps which must be under-
taken in the decision process that may
lead to decisions to invest, expand pro-

duction, diversify marketing efforts or
enter new markets.

Over the years, there have been a
number of programs developed by both
federal and provincial governments de-
signed to make Canadians aware of the
vast potential of import replacement as
a major source of employment and
entrepreneurial opportunity. This has
included the original Shop Canadian as
well as the current Think Canadian
programs.

It has also been the aegis of the
highly successful ‘‘Reverse Trade
Shows’’ sponsored by the federal and
provincial governments and supported
by industry and their associations. In the
‘““Reverse Trade Show’’, companies
break down their products to show the
foreign components they purchase, indi-
cating current source of supply, approx-
imate cost and quantities required.
These shows have had a great deal of
success in finding new suppliers from
Canadian sources.

In many ways, Import Profiles pro-
vide similar opportunities on a national
scale, giving potential suppliers a wide
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range of information on which to base
their commercial studies and business
decisions.

By undertaking a detailed examina-
tion of documents covering imports of
the specified product dealt within the
individual profile, the investigators from
DRIE’s Market Development Branch
are able to provide specifics not obtain-
able through the Market Opportunities
Catalogue. These specifics include a
more detailed breakdown of the partic-
ular product into categories such as
sizes, numbers imported, types of
importers, countries of origin and list-
ings of the major exporting countries,
as well as total value by product break-
down and aggregate.

The region of entry is also provided
to assist potential producers assess their
total shipping costs, and the necessity of
setting up warehousing off-plant.

While, as noted above, the Cana-
dian Market Opportunities Catalogue
included over 4 000 products or product
groups covering approximately 86 per
cent of all imports into Canada, the
objectives of the Import Profiles is to
provide greater in-depth information on
those products having better than aver-
age potential for domestic market
expansion and import replacement.

It is expected that these profiles will

encourage:

¢ a further awareness in Canada of spe-
cific opportunities within the $75-$80
billion current annual import market
for manufactured products;

¢ (Canadian businesses to conduct their
own in-depth market research and
commercial analyses based on the
Import Profiles;

® existing manufacturers in Canada to
expand their domestic and export
markets;

¢ Canadian entrepreneurs and small
businesses to develop new or im-
proved products;

* new business investment from foreign
or domestic sources or combinations
of both;

¢ licensing of technology for develop-
ment in Canada;
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An objective of
the program is to
provide in-depth
information on
products with
domestic market
potential.

* industrial developers and govern-
ments to promote private sector
action in productive expansion and
investment; and

¢ economic analysis of industrial devel-
opment prospects by governments
and business associations.

the Market Development Branch

conducted a series of surveys and

interviews with business associations,
manufacturers, DRIE sector branch and
regional officers and other government
departments.
Its objectives were: first to determine the
information not contained in the Market
Opportunities Catalogue; second to
ascertain the scope of information
required; and finally to establish a list
of suitable product categories which
could or should be examined in the
Import Profiles series.

These initial surveys identified the
need for more information not generally
available to the public; outlined of the
type of information that would be use-
ful and subsequently incorporated in the
profile; and a provided shopping list of
some several hundred product categories
which could be considered.

This shopping list was then broken
down to slightly over 50 categories,
from which the first 10 for openers were
selected and published.

These are:

e Skis, downhill

® Motors, Electric, DC ¥4 HP and
under

® Motors, Electric, DC over '3 HP to
1 HP

e Motors, Electric, AC, over 1 to

20 HP

Mirrors, for Motor Vehicles

Metal Parts for Looseleaf Binders

Soft Drink Concentrates and Syrups

Disc Drives, Magnetic, Computer

I n the development of this program,

Raw Data
lod latXe]

Statistics Canada

Manufacturing

A cetaiogue of Canedian
market opportunitiea

® Disc Files, Computer
® Generator Sets, Gas Engine, AC,
5 kW and under
It is expected that as reactions to
the program are assessed and more
information is gathered, greater selectiv-

To obtain your copy of a specific

profile contact

Publications Distribution Centre

Department of Regional Industrial
Expansion

Ist Floor

235 Queen Street

Ottawa, Ontario

K1A OHS

Tel: (613) 995-5771
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Import Profile
Cenedien market
opportunities

[ Xa)
Qoo

‘ Management
Input

Corporate
Decisions

ity of sectors will be attained and new
areas open up.

Subsequent titles of profiles will be
published in ‘‘Business Briefs’’ in
Canada Commerce as they become
available over the next year. bl

For tfurther information on /mport

Profiles contact the nearest DRIE

regional office or:

Market Information and Analysis
Division

Market Development Branch

Department of Regional Industrial
Expansion

235 Queen Street

Ottawa, Ontario

K1A OH5

— by Bob McDonell
Canada Commerce
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Industry Associations Lend Support
to ““Iimport Profiles’’

cally endorsed by the Canadian Manufacturers Asso-
ciation (CMA).

“It provides information that is difficult to obtain
through other channels,’”” Douglas M. Montgomery, vice-
president of government relations, told Canada Commerce.
He said the program would be pushed through the associa-
tion’s newsletter and at CMA meetings as part of its support
for the *“Think Canadian’’ campaign.

“It was,”” Mr. Montgomery said, ‘‘an excellent exam-
ple of how business and government should co-operate in pro-
moting increased Canadian manufacture of both original and
replacement components for the domestic and foreign
markets.”’

“In today’s rapidly changing marketplace,”” he con-
tinued, ‘“‘all manufacturers must keep an open mind and
thoughtful eye on new product potential and on new mar-
kets. Too often, firms that fail to do so are caught up by the
increasingly competitive forces in their traditional product
lines. As a result, they must either cut back or be forced out
of business.

“Programs such as ‘Import Profiles’ help these firms
explore new product possibilities to maintain the productive
capacity of their plant.”’

T he ““Import Profiles” concept has been enthusiasti-

)
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According to Doug Wilson, president of the Automo-
tive Industries Association of Canada, many of his associa-
tion’s member firms manufacture products outside their auto-
motive lines, and could benefit by the ‘“‘Import Profiles’’
program.

For this reason, the association is supportive of the pro-
gram and will continue to publicize it among its members.

However, he notes that those member companies
involved in the automotive lines may not find ‘‘Import
Profiles’’ as valuable as other phases of the ‘‘Think
Canadian”’ program.

While he feels it would be of some use to the 1 000 plus
distributors and manufacturers his trade association repre-
sents, changes in the automotive industry for both the origi-
nal and the $5.5 billion dollar aftermarket are such that the
““Profiles’’ may apply more in other manufacturing sectors.

Today, the automotive parts manufacturers are involved
in the design and testing of new products as well as manu-
facturing and with ‘‘just-in-time’’ ordering are in close con-
tact with the major automotive manufacturers.

To gain access to markets, they must use existing industry
channels. In addition, there are the ‘‘reverse trade shows’’,
such as the Ontario Contact Opportunities Shows, where
industry and government exhibit thousands of products, parts
and components which they currently import but would like
to source domestically.

The Canadian Chamber of Commerce is also an enthu-
siastic supporter of the ‘‘Profiles’’ program and intends to
back it through its member Chambers of Commerce and
Boards of Trade from coast to coast in Canada. vl

— R.J. McD.
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Canada Takes a Leading Position
in Precision Cutting Tool Manufacture

cashed in all his savings, installed a

lathe in his Montreal garage and
formed a one-man company, Interna-
tional Machine Works Ltd. This com-
pany, now named International Cutting
Tools Inc., has grown to 200 employees
and in November 1984 expanded the
Montreal facility with a new, $6.5 mil-
lion high-precision cutting tool manu-
facturing plant at Rock Island, Quebec.

I n 1963, Alfonso (Al) Minicozzi

>

International concentrated on the manu-
facture of cutting tools — drills, end
mills, hobbs and broaches.

As heat treatment is a vital aspect
of cutting tool manufacture and since
the company was experiencing problems
with sub-contractors, International
established National Tool Hardening
Ltd. so that tools could be heat-treated
under the Minicozzis’ own control to
their own exacting standards.

Aifonso Minicozzi (ieft), president and founder of internationai Cutting Toois inc., and his
brother Augusto, executive vice-president and marketing director, check some of the com-
pany’s high-precision cutting toois destined for use by the worid’s leading aerospace firms

Al Minicozzi stood at that lathe for
two years, 16 hours a day, usually for
seven days each week. In his spare time
he handled sales, accounts, deliveries
and collections. By 1968 employment
had grown to 25 and the founder was
able to relax on the occasional weekend.
The company had acquired additional
machinery and was establishing a
specialty in turning and grinding
operations.

The year 1969 saw reinforcements
arrive in the shape of Al’s younger
brother Augusto (Gus) who had ac-
quired a joint Majors in Commerce and
Business Administration from Sir
George Williams University, strength-
ened by 18 months’ marketing expe-
rience with Procter and Gamble Inc.
Recognizing a need for specialization,

24

Hard hit by the industrial slump in
the mid-1970s, the company was forced
into a radical departure from the tradi-
tional method of selling to customers
through a distributor. Sample end mills
were sent direct to major users and the
Minicozzi brothers went knocking on
doors.

Christmas 1976 was a dark time
with virtually no work in the plant and
consideration was given to closing their
own doors. Perseverance paid off, how-
ever, in January with a life-saving
$1 million order from The Boeing Com-
pany, the largest aircraft manufacturer
in the United States.

Having made a dramatic entry into
the exotic, tight-tolerance aerospace
machining world, the Minicozzis knew
they had to expand in order to survive
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in the big league. Aggressive and com-
petent competition was well established
on its home ground, the U.S., which the
Minicozzis saw as the major market.

Qualjty was vital for success so
federal government support under the
Defence Industry Productivity (DIP)
Program was sought to acquire modern,
numerically-controlled machines and
test equipment. The new equipment kept
costs down and assured control of qual-
ity but the Minicozzis sought that elu-
sive quality which would clearly demon-
strate International’s cutting tools to be
better than those of the competition.

The thought had been in Al Mini-
cozzi’s mind for many years that the
geometry of an end mill could be im-
proved; it had been virtually unchanged
for 50 years. Practical experimentation
with a generous measure of inspiration
backed by experience resulted in a new
end mill design — the Minicut.

Exhaustive tests and refinement
under the guidance of Internation-
al’s vice-president, engineering,
B. S. Krishnamurthy, established
the merits of the Minicut.

® Now patented in most industrialized
nations, the Minicut reduces inherent
difficiencies in conventional milling
cutters.

¢ The special configuration of the cut-
ting teeth facilitates waste removal by
producing non-continuous chips which
are automatically ejected from the work
area.

]
To ensure the

quality vital for
success, the
company sought
DIP support to
acquire modern,
numerically-
controlled
equipment.



High-precision cutting tool from International Cutting Tools Inc.

¢ Irregular spacing of the cutting edges
reduces cyclical vibrations during the
cutting operation compared with the
uniformly-spaced teeth of conventional
end mills.
e Surface finishes are improved with
educed machining time and lower tool
costs.
e In working with numerically-
controlled machines, the Minicut has
demonstrated a requirement for lower
power loading than other tools under
identical conditions.

It all adds up to a superior cutting
tool.

i

anadian Machinery and Metal-
c working magazine undertook a

survey of International’s major
clients, obtaining glowing endorsements
from The Boeing Company in Seattle,
Wichita and Portland; Menasco in Oak-
ville, Ontario; McDonnell Douglas in
Toronto; ROHR Industries and Lock-
heed Corp. in California; Canadair in
Montreal; and Northrop Corp. of Cali-
fornia which buys 96 per cent of its end
mills from International.

Other satisfied clients of Interna-
tional include Rockwell International in
California and Ohio; Grumman Air-
craft in Long Island; and Gulfstream in
Savannah, Georgia.

Always generous to give credit to
others, Al Minicozzi pays tribute to the
staff of International. ‘“We think of
them as being part of our team rather
than our employees,”’ he says. ‘“‘Our
business rests on their skills and
conscientiousness.”’

Credit is also given for Internation-
al’s success to buyers who had confi-
dence in the company’s product and to
U.D.T. Industries’ president, André
Lebrun ““for his support and collabora-
tion in testing our Minicut end mill
during the development stages’’.
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Manufacture of
the Minicut has
begun in the
firm’s European
operation and is
expected to make
an impact on that
market in the
near future.

Gus Minicozzi emphasizes that
International’s expansion would have
been impossible without the help of the
DIP Program.

“Offsets’’ related to major govern-
ment procurements have not been of any
real help to International. Gus Minicozzi
has found that the offset philosophy
does not filter down to the individual
buyer of cutting tools. “There is no
alternative to having a better product
and keeping a foot in the door,”” he
notes.

Ownership of the new Rock Island
Division is split between the parent com-
pany and the employees who own 40 per
cent through a unique shareholders’
agreement. This team approach estab-
lishes confidence in International’s fore-
cast of doubling annual sales and
employment by 1988 to $20 million and
400 machinists, engineers and support
staff.

A launching pad for International’s
entry into Europe has just been estab-
lished with the acquisition of a cutting
tool manufacturing company in Paris
where, although International has
majority control, the workers also have
an equity interest. Manufacture of the
Minicut has commenced and will soon
make an impact on the European
market.

Asia is next. v

For additional information contact
Al or Gus Minicozzi, International Cut-
ting Tools Inc., 10833 Place Moisan,
Montreal, Quebec HIG 4N6. Tele-
phone: (514) 324-3720; Telex: 05-828658

— by Bernard Shaw

Electronics & Aerospace Branch

Department of Regional Industrial
Expansion
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Interest and Money,
Capital and Growth:
An Historical Perspective

The nature of interest rates has been a source of mystery and controversy for
thousands of years. In this article, the first of three, the subject is studied in the
context of people’s changing perceptions of economic activities in the course of

history.

few years ago, in the hectic summer of 1981 when the
A cost of borrowing rose like a roller coaster to dizzying
heights, small groups of protestors would, from time
to time, pound the pavement on Ottawa’s Sparks Street Mall
near the central bank. One frustrated citizen carried a poster
demanding: ‘‘Abolish Interest Rates’’. The other side added
insult to injury: ‘‘Bankers Are Crooks’’.

This may be an odd start for a piece in a business maga-
zine, but hold on. All through recorded history, people in dif-
ferent parts of the world have been mystified by the nature
of interest rates and at times aroused, with or without justi-
fication, by perceived practices of “money lenders”’. This is
still true today, although now usually — not always — at a
higher level of sophistication.

Back to the man on the Mall. If he had been a classics
professor, familiar with ancient history, he might have quoted
Aristotle and written ‘‘Money is Barren’’ on his placard.

Aristotle believed that an artifice like money, in contrast
to natural products like cattle or seed corn, could neither
satisfy human needs directly nor produce more of its own kind
in the hands of a borrower. Accordingly, the lender of money
would be entitled to the return of his principal but not to a
gain in the form of interest. The latter would have been “‘con-
trary to nature’’.

Aristotle, the pupil of Plato and the tutor of Alexander
the Great, lived around 350 BC but his or similar ideas about
interest rates and capital remained the conventional wisdom
(although not always a universally accepted practice) for more
than two thousand years. For each epoch only the tip of some
icebergs can be shown. Professor Barry Gordon’s recent arti-
cle in the Canadian Banker magazine on Aristotle’s and bibli-
cal views on lending and interest reveal how much more lies
underneath.

In the Middle Ages, Thomas Aquinas made a distinc-
tion between lending consumer goods (destroyed by use, hence
no interest allowed) and lending or leasing productive capi-
tal goods such as a house or a farm, which justified an income
to the lessor in the form of rent.

As the Church in the Middle Ages was the principal reci-
pient of large sums of money at a time when feudal lords and
kings were still mainly paid in kind, the prohibition of inter-
est (although not rent) applied first of all to the clergy itself.
Their money was mostly lent for consumption purposes to
people in need; interest charges thus were more readily seen
as unjustified.

Canonical strictures on interest rates increasingly
hampered, however, an essential commercial function in the
name of a conception of brotherhood that might have been
valid for isolate, closely-knit local communities, but became
utopian when commerce expanded and transactions became
impersonal.

Joint Ventures

To get around the prohibitions on lending at interest without
engaging in this then less than reputable activity, people start-
ed to use the services of non-Christians — the Jews in the
Diaspora. Unable to acquire land and living in ghettos, the
Jews had made a virtue of necessity and specialized in com-
merce, trade and finance.

Scattered over three continents and three civilizations,
they had international contacts and knowledge useful for
trade and even elements of international law in the Talmud,
which regulated business conduct between Jews, between Jews
and Gentiles, between Jews and the State (Max 1. Dimont,
a Jewish author, in Jews, God and History).

Money-lending by Christians was then considered a sin
(“‘covetousness’’); hence, those who did it nevertheless, tended
to be less scrupulous and inclined to charge excessive rates.
Jewish lenders, on the other hand, were licensed to engage
in this activity by the medieval Establishment, to the benefit
not least of these protectors who needed funds to build castles
or cathedrals, or fight wars.

As the Jews had strict rules of conduct about what was
allowed and not allowed in commerce, such money-lending
at interest, under supervision of the Establishment, could be
practised by honourable men, according to Dr. James Parkes,
the Christian author of A History of the Jewish People.

Another way to circumvent the prohibition of interest
was through joint ventures or partnerships, enabling capital
owners to share gains with merchants in return for sharing
risks. This was acceptable within the prevailing religious ethic
which also made allowances for the merchant to be rewarded
for his labour, skill and risk.

By treating the merchant’s income as a particular case
of wages for a useful activity, rather than as a *“lust for gain’’,
his occupation became tolerable, a point made by the noted
English economic historian R.H. Tawney in his work on Reli-
gion and the Rise of Capitalism, 1937,

Part of the confusion and controversy about interest rates
arose from the fact that people in those days did not make
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a clear distinction between what we now would call personal
income and functional income. Personal income considers
how various types of income are distributed among the mem-
bers of the community. Functional income traces the distri-
bution of income over the four factors of production, each
with a function of its own in delivering the output.

Risk and Profit

The factor labour, for instance, earns wages, salaries or fees.
Land and other resources in more or less fixed supply earn
an economic rent or quasi-rent (i.e. a price mainly determined
by demand).

Capital lent to solid borrowers under stable conditions
is compensated by pure interest.

Finally, innovative, risk-taking entrepreneurs in compe-
titive markets, who try out new ways of putting it all together
and succeed in lowering costs or satisfying new demands, may
earn handsome profits (beyond the sum of rewards to all the
other factors involved) — if they do not fail in their
endeavour.

The latter possibility is part of the game. Risk, uncer-
tainty and profit often go together, as the American econo-
mist Frank Knight demonstrated several decades ago.

Although the theoretical distinctions between functional
incomes are better understood at present, it is often difficult,
even today, to segregate them in practice. Our gross national
product (GNP) statistics, for instance, do not try to segre-
gate farm income (which may be a mixture of the farmer’s
income obtained through the work he does) from the capital
he has invested, from the land he owns, and from profits
gained through special skills or good fortune at times of
prosperity.

In the Middle Ages, people were not even aware of these
conceptual distinctions between various types of functional
income. The reasons why were explained by Robert
Heilbroner, who has vividly described these pre-industrial
societies in The Worldly Philosophers.

He attributes the confused notions about functional
income to the fact that its originators, ‘‘Land, Labour and
Capital — the basic agents of production which the market
system allocates — did not exist’’. A bold statement, but
Heilbroner makes it plausible.

Land was the core of social life. It might occasionally
be gained by conquest, but it was rarely for sale. Feudal lords
regulated the life of earthbound peasants, while guilds jeal-
ous of their privileges determined the working conditions of
tradesmen and apprentices. There was no more a market for
labour than a market for land.

Private wealth, when not used for magnificent structures,
existed for the purpose of being maintained, rather than to
be put at risk. Besides, if charging interest was forbidden,
what commercial incentive was there for lending? Hence the
market for capital was restricted, too. And with three virtually
immobile factors of production, the economy did not move
much either during this era of world history.

H the later Middle Ages and this required capital. Legal

limits on interest (maximum rates) were introduced
as a compromise between the traditional views and the new
realities. Paradoxically, a maximum price (in the legal sense)
on any service or commodity is normally a /ow rate in an eco-

owever, industry and commerce started to expand in

nomic context. A maximum price is low compared to the price
that would have prevailed under free market conditions. It
is an attempt to prevent prices (which include interest rates)
from rising.

In this situation, some lenders may withdraw as suppliers
of money from the market and, on the demand side, some
merchants or other borrowers seeking funds will not get them
or pay more in alternative, unregulated markets. Other equi-
librating forces will emerge — ‘‘first come, first served’’,
rationing of supplies, or preferential treatment by lenders for
some borrowers.

While we are on this subject, the reverse principle applies
to administered minimum interest rates. They are relatively
high in the light of market conditions. Our overview of ancient
times did not spot an example but, in our own century, the
prime rate of U.S. commercial banks in the Great Depres-
sion of the 1930s was an agreed-upon minimum rate, to avoid
cut-rate competition and more bank failures. This minimum
rate was relatively high — at 1!z per cent. It stayed there from
1934 to late 1947. Incidentally, Canada did not suffer a single
bank failure during the 1930s nor has there been one since
1923.

The Waning of the Middle Ages

The Middle Ages ended sometime during the 15th Century.
Clearly, the medieval mind was not able to cope with new
horizons opening up. As the Dutch historian Johan Huizinga
put it, when philosophers of that particular era wanted to
understand the nature of a phenomenon — whether politi-
cal, social, moral or physical — they would ‘‘neither look into
it to analyze its structure, nor behind it to inquire into its
origin”’.

Instead, they would reduce any issue, from the most tri-
vial to the highly complex, to the universal principle of which
it was supposed to form part. A dictum like ‘‘the root of all
evil is covetousness’’, for instance, could thus be used to con-
demn a variety of income-earning pursuits, whether indus-
trial, commercial or financial.

It would take three centuries before another professor
of moral philosophy, Adam Smith of the University of
Glasgow, in The Wealth of Nations (1776) would assert that
the pursuit of self-interest might lead an individual, albeit
unintentionally, to the promotion of socially desirable ends,
under the guidance of ‘‘an invisible hand’’.

Among the new vistas opening up in the Renaissance were
the invention of the printing press (Gutenberg, about 1450),
the discoveries of the West Indies and America by Christopher
Columbus (late 15th century) and the Reformation (16th cen-
tury). All three profoundly affected Western society and had
an impact on economic thought and development.
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The printing press aided the explorers through the dis-
tribution of geographic maps and of the travel journals of
their predecessors. The Reformers in various countries used
Bibles and pampbhlets in the vernacular, rather than Latin,
to gain adherents, often among the rising middle classes —
with effects on trade and industry. And in economics, the
printed word became the voice of authors who were laymen.
All medieval authorities on economics had been clergymen,
but the 16th century saw lawyers and government officials
enter the field, often with a new perspective.

One of the prominent laymen who expressed views on
economic matters was Sir Thomas Gresham, an English finan-
cier and adviser to Queen Elizabeth I.

Although he was not the first to observe it, he noted that
when full-bodied gold or silver coins circulated side by side
with debased coins of the same face value, people would
increasingly hoard the first and pass on the coins with lowered
metal content for payments. Popularized as ‘‘bad money
drives out good money”’, it has become known as Gresham’s
Law.

By the way, debasement is not the only possible cause
of this phenomenon. Assume an official relationship between
the face value of a gold and silver coin, corresponding to the
market value of the respective precious metal contents. Then
a more abundant supply of silver would make silver coins less
valuable in terms of their golden cousins, without any offi-
cial tampering. This happened when Europe received large
supplies from American silver mines in the 16th and 17th
centuries.

Expressed in terms of the traditional functions of money,
one might say that Gresham’s ‘‘bad money’’ acts as a medium
of exchange for purchases or settling accounts, while “‘good
money’’ performs the money function of “‘store of value’’ for
savings. A contemporary example can nowadays be observed
in different form, when people in several parts of the world
prefer to hold assets in U.S. dollars or gold rather than in
their own national currencies.

The Reformation

The Reformers held a mixture of old and new ideas about
economics. The very fact that the proponents of Reform felt
obliged to comment on economic and social issues followed
an established tradition.

In fact, the German Reformer Martin Luther (1483-1546)
was even more severe on ‘‘usury’’ than orthodox medieval
teaching, for he insisted that all lending should be free of
interest, without allowing compensation for losses by the
lender or charges in form of rent.

The French Reformer John Calvin (1509-64) belonged
to a somewhat later period and made Geneva, Switzerland,
the spiritual capital of Calvinism. The city was also a finan-
cial centre of some importance, as were Antwerp, London
and Amsterdam, other North European centres in which Cal-
vinism gained many adherents. Its divines were thus most
familiar — if not always in accordance — with the realities
and needs of trade and commerce.

Not that Calvin was easy on the lenders as regards charg-
ing interest. Tawney quotes an English divine of the time as
stating that ‘“‘Calvin deals with usurie as the apothecarie doth
with poyson’’. There were reasons for his caution. Learned
arguments against interest rates had been turned into catchy
slogans: ““Usury is the brat of heresy’”’. Carefully, the
Reformer declared interest lawful, but up to an official maxi-
mum only; loans had to be made gratis to the poor and the
borrower had to benefit as much as the lender.

All this was still restrictive from a lender’s point of view.
Nevertheless, the new doctrine was significant because credit
against interest was thereby accepted as a normal feature of
the economic life of society. Before, interest was forbidden
in principle, with some special exceptions. Through Calvin
it became lawful in principle but hedged by restrictions which
could be gradually relaxed by his successors.

The Protestant work ethic formed a
basis of capitalism.

Calvinist doctrines, and the discipline expected of the
faithful, are believed to have fostered the development of
England, Scotland and the Netherlands as mercantile nations
of the first order in the 17th Century, and the expansion of
North America later on.

It was the German sociologist Max Weber, in a seminal
paper that still evokes comments, who first suggested this
causal link between The Protestant Ethic and the Spirit of
Capitalism (1904-1905). It has implications for attitudes
towards money, credit, capital formation.

Race of Iron

Weber believed that the severe Calvinist doctrine of a double
predestination (of some to eternal happiness, of others to
damnation) inspired its followers to combine a spiritual call-
ing (strict obedience to God) with a temporal calling (hard
work, discipline, reliability and a sober lifestyle), in order to
be worthy of salvation. Compared to the self-indulgent,
quarrelsome feudal lords, as Tawney later said, the rising
middle classes to whom Calvinism appealed were ‘“a race of
iron’’ and a potent force in the development of early modern
capitalist society.

Just as Weber focused on a particular form of Protes-
tantism, the Puritan Calvinists, so he defined the capitalist
spirit in a special way. In the 16th and 17th Centuries, with
which Weber was concerned, the alternative to capitalism was
not socialism but feudalism. Capitalism differed from the feu-
dal system in its extensive use of (at least legally) free con-
tract between employers and hired labour.

28 Canada Commerce May/June 1985



Finance

A

The nobility, because of their status, had been able to
command peasants to work for them without wages, even
when their own crops needed attention (serfdom). The emerg-
ing bourgeoisie of western merchants of that period were not
in that position and had to pay their workers.

This meant, in Weber’s view, that capitalism imposed
a more rational, less careless use of human resources. From
this perspective, early capitalism — essentially, the private
ownership of the factors of production — was progress over
feudalism. If services or resources are received free of cost,
as labour in the Middle Ages by noble lords, recipients may
not see the need for careful husbandry quite so clearly.

Franklin’s Advice

Weber wanted to identify the spirit of capitalism as it existed
““free from all direct relationship to religion’’, in order to
make a valid comparison with the Protestant ethic. He found
it, as he said, ‘‘in almost classical purity’’ in the Advice to
a Young Tradesman, published in 1748 by Benjamin Franklin,
the American statesman and man of letters, who started out
as a printer’s apprentice himself. Here are some highlights
of his admonitions:

‘““Remember that time is money. Remember that credit
is money. Money can beget money, and its offspring can beget
more, and so on. The sound of your hammer at five in the
morning or nine at night, heard by a creditor, makes him easy

ix months longer. The way to wealth, if you desire it, is as
plain as the way to market. It depends chiefly on two words:
industry and frugality.”’

Clearly these guidelines are the very opposite of those
of Aristotle and the medieval divines. The willingness to lend
at interest has turned from a vice into a virtue; the ability
to borrow on those conditions has changed from hardship
into an advantage carefully to be preserved.

How does this spirit of capitalism compare with the
Protestant ethic? In motivation, it is clearly different. To a
devout Puritan, the sound of a hammer at five in the morn-
ing might have been, in the words of the Psalmist, a joyful
noise in praise of the Lord. In Franklin’s secular version, it
became like music in the ears of a creditor.

In attitude, there appears to be considerable affinity
between Protestant ethic and the spirit of capitalism. In this
case, the link is clear: hard work, frugality, reliability and
ascetic life style. It has been said of Benjamin Franklin, who
was a man of Calvinist stock, that he “‘escaped the theology
of Puritanism but not its psychology’’.

Nature Dwarfed Man

Franklin’s recommendations clearly reflect the hardships of
life in colonial America when both labour and capital were
in short supply and nature dwarfed Man. His admonitions
may seem old fashioned in the light of an affluent society.
Yet they are perhaps not entirely irrelevant today.

Conceivably, Canadian bank managers of different reli-
gious backgrounds might be united in their belief that a young
entrepreneur with some of the allegedly Puritan virtues —
hard work, reliability, sober living — would deserve encour-
agement if he came up with a marketable project.

However, they are unlikely to agree with Franklin’s con-
fident assurance that the way to riches is ‘‘as plain as the way
to market’’. In a world of rapid change, even promising ven-
tures may occasionally fail. Furthermore, industry and frugal-
ity alone might not be adequate to obtain substantial
prosperity from small beginnings.

It is surprising that Franklin, who experimented with
electricity and invented the lightning rod and the Franklin
stove, did not mention the invention, development and mar-
keting of new products, processes and services as a possible
royal road to riches, as one would undoubtedly do today.

But Franklin did not see it this way. The Franklin stove
was manufactured by a friend and the inventor wrote a
pamphlet to promote sales but refused a patent on the grounds
that, since we enjoy the benefits of inventions of others, we
ought to be generous with our own. In this respect, Franklin
was not the typical capitalist Weber took him for.

Weber was a pioneer in this field and his views have been
modified by later sociologists and historians.

Tawney, for instance, while acknowledging the effect of
Puritanism as one significant factor in early 16th and 17th
Century capitalism, has stressed in addition the importance
of the strategic location of the Protestant seafaring countries
around the North Sea, which greatly contributed to their
economic prosperity in the Age of Discoveries.

This leads us into Age of Mercantilism. ©

This is the first of three articles adapted by per-
mission from the magazine Canadian Banker.

— by Herbert C. Byleveld

Economic Analysis and Strategic Planning
DRIE
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Nova Scotia

Two Small Companies
Make Their Contribution

Sonia and Gordon Jones with one of their Peninsula Farms 18-wheel trucks

T wo young, successful Nova
Scotian enterprises are prime
examples of the contribution to
economic growth small businesses can
and do make, especially in the creation
of jobs.

According to recent statistics, par-
ticularly those firms with fewer than 20
employees created virtually all the new
jobs in Canada between 1978 and 1982.

Most of the businesses in Nova
Scotia are small when measured by the
customary yardstick. But the entrepren-
eurs who run such small businesses sign
the pay cheques of 75 000 Nova Sco-
tians. The value of that is large by any
measurement.

There is no ‘‘typical’’ small busi-
ness and firms that fit the definition
often have little in common except that
they lack the formalized procedures of
big business as well as their elaborate
management structures. The result is a
flexibility and an ability to adapt rapidly
to meet consumer needs. Often a smaller
business can make better use of human
and capital resources than corporate
giants.
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A mental list of the businesses on
the main street of any small town in
Nova Scotia will show just how differ-
ent from one another small businesses
can be. If anything is typical, it is that
small businesses reflect the personalities
of the entrepreneurs who started them.

What does it take to make an entre-
preneur? Ian Shaw, who started East-
ern Meat Purveyors with his wife Joan,
calls it drive. Sonia Jones, who started
Peninsula Farms with her husband
Gordon, calls it being a doer and a risk
taker.

Ted Withers, a senior development
officer in the Halifax office of the
Department of Regional Industrial
Expansion (DRIE), sees quite a large
number of entrepreneurs.

“They’re go-getters who often
work 60 to 80 hours a week; who pur-
sue their goals through all obstacles,”’
he says. ‘““They frequently find them-
selves on the edge of failure but com-
pensate for it with courage, tenacity and
brashness.

“They’re a force for progress and
we need them.”’
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Neither the Jones nor the Shaws set
out to be a ““force for progress’’, they
were simply following their entrepren-
eurial instincts.

The Jones started out making
yogurt in their Lunenburg County home
eight years ago. In those days, it was a
way to use up the surplus milk generous-
ly donated by the family cow whose
principal responsibility was to keep the
grass respectably short.

Sonia and Gordon had planned to
content themselves with the pursuits
which drew them to Nova Scotia —
chairing the Spanish Department at
Dalhousie University and retirement,
respectively. What happened was the
classic story of entrepreneur meets busi-
ness opportunity and Peninsula Farms
was born.

With financial assistance from the
former Department of Regional Eco-
nomic Expansion (DREE), the business
took shape. Annual sales of yogurt have
doubled every year; where there were
once only two employees, now there are
12; and the plant has expanded.

The Jones’s first piece of yogurt-
making machinery now stands in the
corner, eclipsed by the relative giants
that today churn out production. Their
first %a-ton truck has been relegated to
the backyard while shiny new 18 wheel-
ers display the company’s logo through-
out the Atlantic provinces.

Growth has been good both for the
Jones and the province. It has given
them a living and an outlet for their
creativity. Peninsular Farms provides
jobs for 12, all of whom are 25 and
under — an age group plagued with an

acute jobless rate.
o The firm used 20 per cent of
the maple syrup produced in
Nova Scotia in 1984, purchased at least
34 000 kilograms (75 000 pounds) of
good Nova Scotian strawberries and
consumed vast quantities of locally-
produced milk.

Not to be overlooked, Peninsula
Farms produces a high-quality yogurt
for its customers.

None of this would have happened
if the Jones were not, by their own
admission, naive. Both maintain that
starting a new business is not for the
cynical.

““If you aren’t fundamentally ideal-
istic, you start paying too much atten-
tion to doomsayers,”” says Sonia.

thers have benefitted indirectly.



‘“Before you know it, another good idea
is put on the shelf.”

Ian Shaw would agree. He has even
gone so far as to say that entrepreneurs
should have tunnel vision because that’s
what it takes to get past those prophets
of doom.

Like many businessmen, Shaw felt
compelled to become an entrepreneur
but it took a crisis to force him to
actually do it.

Studies of small business operators
often reveal that a rude kick — the loss
of a job or promotion, a transfer to an
undesirable location or even family
problems such as divorce — is the sim-
plest route to launching an entrepreneur.

Ian Shaw’s misfortune/good luck
was to have come out on the losing end
of a dispute with his employer, the
owner of a large meat purveying firm in
Ontario.

Thus began Shaw’s new company,
Eastern Meat Purveyors, which today
sells beef, veal, lamb and pork to res-
taurants, hotels and other food service
outlets. The company is now 11 years
old and financially successful beyond all
Ian and Joan Shaw’s expectations.

The early days were the stuff ulcers
are made of. Shaw was surprised to find
that the moment he presented his idea

Molicel —

lan Shaw and the plant of Eastern Meat
Purveyors

to his bank manager, he and his family
were propelled into a whirlwind of risks
and financial commitments that few
would contemplate, much less plan.

In one fell swoop, he acquired an
expensive accountant, an equally costly
lawyer, and was knocking at the feder-
al government’s door promising to
create jobs and be an overall asset to the
economy of the province.

As fate would have it, the year was
marked by trade strikes and declining

markets for meat. Still, the firm man-
aged to keep its first year losses to
$24 000.

Three years later, Eastern Meat
Purveyors showed its first profit,
$9 359, and the Shaws have never
looked back since. The size of the facil-
ity has doubled to 1 300 square metres
(14 000 square feet) and its workforce
has expanded from six to 22. The Shaws
are more than happy with the financial
rewards the business has brought them.

Is there room for new small busi-
nesses in Nova Scotia? Ian Shaw says he
can think of 10 items that could be made
there.

““Go to the supermarket, for in-
stance, and look at what food items are
being shipped in from elsewhere,’’ he
suggests. ““If there’s no local supplier,
you could be in business.”’

But, he warns, you can’t learn
everything you need to know about your
prospective business in your own back-
yard. The ideas and technology may be
somewhere else.

““Once you have your idea and have
done your homework,”’ Shaw advises,
““it’s time for a little tunnel vision.”’

— by Winnifred Desjardins
DRIE Halifax

A Revolution in the Making

hen Molicel™ hits the
market next year, it may well
prove to be as revolutionary

to the world of rechargeable batteries as
the gas turbine engine was to the world
of aviation.

The brainchild of University of
British Columbia physicist Dr. Rudi
Haering, Molicel is a lightweight, high-
energy lithium-molybdenum disulphide
battery that has a shelf life of at least
eight years, compared to one of several
months for current nickel-cadmium
rechargeable cells.

It was in 1977 that Haering first
read of U.S. researchers’ experiments
to develop a commercially viable re-
chargeable battery using lithium and a
synthetic compound called titanium
sulphide.

“I couldn’t help wondering,’’ says
Haering, ‘‘why one would use an exo-
tic (and expensive) compound like tita-
nium sulphide, which would have to be
manufactured, when another member of
that class of compounds, molybdenum
sulphide, is available naturally.”’

As a physicist rather than a chem-
ist, he had not read papers by the latter
demonstrating that his idea wouldn’t
work. So, he scrounged some molyb-
denum disulphide from a friend in the
UBC geology department and, by the
end of the afternoon, had produced a
crude working model of the new battery.

““It’s not a chemical cell in the nor-
mal sense of the word,”’ Haering says.
““You get the energy because you take
the lithium atoms from one sort of envi-
ronment and put them into another
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environment (tucked into the molecules
of molybdenum disulphide) where they
have lower energy. You extract the
difference.

“It’s really a physicist’s battery,
not a chemist’s,”’ he adds.

As he and fellow scientists worked
to perfect the battery, his discovery
came to the attention of Vancouver
entrepreneur Dr. Norman Keevil, head
of the mining giant, Teck Corporation,
and its venture capital arm, TDC Tech-
nology Development Corporation.

By 1980, Keevil had formed Moli
Energy Ltd. (assigning equity shares to
Haering and two of his development col-
leagues) and had negotiated a deal to
have UBC assign patent rights for the
battery to the new firm in return for
future royalties.
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Knowing they probably had not
much more than a two-year lead on the
competition, Keevil was anxious to get
the Molicel into production. With nearly
$25 million of his firms’ funds already
invested or committed, he turned to the
British Columbia and federal govern-
ments for assistance.

Spurred by rumors Keevil might
move the whole operation to Ontario,
the B.C. Development Corporation

A separate, 15-employee facility
will be constructed at Kamloops to pro-
cess the molybdenum sulphide which
occurs naturally with copper and is
widely distributed throughout B.C.

Research facilities will be moved to
UBC’s Discovery Park.

At start-up, the plant will produce
the popular AA batteries and gradually
expand its product line. Initial produc-
tion will be about 50 000 units per day.

Photo by Alex Waterhouse-Hayward

Dr. Rudi Haering and his revolutionary battery

announced last summer it would provide
$25 million in loans to help the company
launch its production and marketing
drive. In lieu of interest for the first two
years, the corporation would receive
equity shares.

A month later, the federal Depart-
ment of Regional Industrial Expansion
(DRIE) announced it would provide an
interest-free repayable contribution of
$7.85 million towards construction of
facilities and a $2 million non-repayable
contribution for further R&D.

This was what Keevil had been
waiting for and in November 1984 he
announced the first factory would be
built in Maple Ridge on the eastern out-
skirts of Vancouver. Scheduled for
opening in 1987, it will employ about
250 persons.
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at the retail market, but will offer

the batteries exclusively to original
equipment manufacturers (OEMs).
Already more than 60 firms (some of
whom reportedly offered to pay up to
$200 a cell) have received batteries pro-
duced at Moli’s Burnaby pilot plant for
test purposes.

““The performance tests of our cells
in OEMs were even better than we ori-
ginally claimed,’’ says Keevil.

Irving Hollis, president of Moli and
former president of Duracel Canada,
Ltd., explains that of the $10 billion
world market for batteries, some $6 bil-
lion goes into starting, lighting and igni-
tion batteries for cars, trucks and trac-
tors, a market Moli will ignore for the
time being.

I nitially, at least, Moli is not looking
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““The remaining $4 billion,”’ he told
B.C.’s Equity magazine, ‘‘is shared
among brands such as the Energizer and
Duracel, carbon-zinc, rechargeable
nickel-cadmium and the lead-acid bat-
teries camera operators wear on their
belts.”’

It is this latter market segment Moli
is aiming at and Hollis says research
indicates the firm can expect a one to
two per cent share of that market within
the first couple of years of operations.

Moli officials predict Molicels will
have a major impact in such areas as
portable communications equipment,
portable computers, implantable elec-
tronic medical devices (such as pace-
makers), power supplies, military and
marine applications, alarm and security
systems, scientific instrumentation,
power tools and a host of other con-
sumer products.

“There’s a $5 billion worldwide
market just waiting for our product,”’
says Keevil.

And, while Keevil and Hollis gear
up the manufacturing and marketing
impetus, Haering and his scientists are
busy with the research and development
of new products.

One of these, to be demonstrated
at Vancouver’s Expo 86, is a beer-can
sized unit to replace the present heavy,
bulk batteries used on electric wheel-
chairs.

Nor has Haering forgotten his ori-
ginal thought way back in 1977 that the
Molicel concept would be ideal for
electrically-powered vehicles.

Says Hollis: ‘If someone comes up
with a battery to drive an electric vehi-
cle — and experts expect this by 1990 —
this segment of the market alone will be
worth $19 billion in today’s terms by
19991

Keevil, the catalyst in converting an
invention into a market-ready project,
is keeping one eye firmly on the future.

‘““Eventually,”’ he says, ‘‘we are
going to have to build plants around the
world.”’ |

For further information, contact:
Dr. Jim Stiles

Vice-president, R&D

Moli Energy Ltd.

3958 Myrtle St.

Burnaby, B.C.
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— By Ron Johnson
Canada Commerce



Re ional Offices

The Department of Regional
ndustrial Expansion maintains
regional and local offices in each

province for your convenience:

Newfoundland

P.O. Box 8950
Parsons Building

90 O’Leary Avenue
St. John’s, Newfoundland
AIlB 3R9

Tel: (709) 772-4884
Local Offices:
Corner Brook

Tel: (709) 634-4477
Goose Bay, Labrador
Tel: (709) 896-2741

Prince Edward Island

P.O. Box 1115

Confederation Court Mall

134 Kent Street, Suite 400
Charlottetown, Prince Edward Island
Cl1A TM8

Tel: (902) 566-7400

Local Office:

Summerside

Tel: (902) 436-4846

Nova Scotia

P.O. Box 940, Station M
1496 Lower Water Street
Halifax, Nova Scotia
B3J 2V9

Tel: (902) 426-2018
Local Office:

Sydney

Tel: (902) 564-7007

New Brunswick
P.O. Box 1210
Assumption Place
770 Main Street
Moncton, New Brunswick
E1C 8P9

Tel: (506) 857-6400
Local Offices:
Bathurst

Tel: (506) 548-8907
Cocagne

Tel: (506) 576-6672
Fredericton

Tel: (506) 452-3124
Saint John

Tel: (506) 648-4791

Québec

C.P. 247

Tour de la Bourse
800, Place Victoria, Bureau 3800
Montréal (Québec)
H4Z 1E8

Tel: (514) 283-8185
Local Offices:
Alma

Tel: (418) 668-3084
Drummondville
Tel: (819) 478-4664
Québec

Tel: (418) 694-4451
Rimouski

Tel: (418) 722-3282
Sherbrooke

Tel: (819) 565-4713
Trois-Riviéres

Tel: (819) 374-5544
Val-d’Or

Tel: (819) 825-5260

Ontario

P.O. Box 98

1 First Canadian Place, Suite 4840
Toronto, Ontario
MS5X 1B1

Tel: (416) 365-3737
Local Offices:
London

Tel: (519) 679-5820
Ottawa

Tel: (613) 993-4963
Sudbury

Tel: (705) 675-0711
Thunder Bay

Tel: (807) 623-4436

Manitoba

P.O. Box 981

400-3 Lakeview Square
185 Carlton Street
Winnipeg, Manitoba
R3C 2V2

Tel: (204) 949-6163
Local Office:
Thompson

Tel: (204) 778-4486

Saskatchewan
105-21st Street

6th Floor
Saskatoon, Saskatchewan
S7K 0B3

Tel: (306) 975-4400
Local Offices:
Regina

Tel: (306) 359-6108
Prince Albert

Tel: (306) 764-7169

Alberta

Cornerpoint Building

10179 - 105th Street, Suite 505
Edmonton, Alberta

TSJ 353

Tel: (403) 420-2944

Local Office:

Calgary

Tel: (403) 231-4575

British Columbia

P.O. Box 49178

Bentall Postal Station
Bentall Tower IV

1101 - 1055 Dunsmuir Street
Vancouver, British Columbia
V7X 1K8

Tel: (604) 666-0434

Local Offices:

Victoria

Tel: (604) 388-3181

Prince George

Tel: (604) 562-4451

Yukon

Suite 301

108 Lambert Street
Whitehorse, Yukon
Y1A 172

Tel: (403) 668-4655

Northwest Territories

P.O. Bag 6100

Precambrian Building
Yellowknife, Northwest Territories
X1A 1C0

Tel: (403) 920-8568 or 8571
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