Global Value Chains: Impacts and Implications

from one of how to deal with, if not prevent, offshoring and outsourcing, to one of how
to make Canada an attractive location for high-valued activities and thus ensuring that the
activities moving into Canada contribute to maintaining and improving the standards of
living of Canadians. Some encouraging evidence is presented that Canada may be an
attractive location for a number of high-valued activities. Research and development
(R&D) activities are examined in some detail and shows that Canada appears to have a
comparative advantage in performing R&D, a finding that is somewhat surprising
considering Canada’s relatively low R&D performance.

In terms of the drivers of offshoring and outsourcing, Boileau and Sydor report
that push factors (those that drive activity out of Canada) are not particularly important,
rather it is the pull factors of quickly growing markets and the opportunity to lower costs
that are exerting a pull on some activities. As for barriers to offshoring and outsourcing, a
number are identified that can be influenced by policy. Tariffs, for example, are identified
by manufacturers as an important barrier which supports the need for continued tariff
reductions. A number of the leading barriers though, deal with identifying potential
suppliers, dealing with cultural and legal barriers and other factors that are expected when
dealing with unfamiliar countries. These are areas where trade promotion programs, such
as the Trade Commissioner Service (TCS) in Canada can play a role. Interestingly these
factors of unfamiliarity show up as being more important for offshoring and outsourcing
than they do for exporting for which export promotion programs were originally designed.

High Valued Activities

Most discussions of global value chains eventually lead to discussions about how
to “move up the value chain”. The preceding discussion of the theory underpinning
GVCs made clear that activities will locate and grow in those locations that have a
comparative advantage in those activities. That section also suggested that when trade is at
a more granular level, small policy differences may also be more important. Thus it
becomes increasingly important to understand what drives the location decision of the
high-valued activities that are critical to maintaining and improving standards of living.
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