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inctegraced daca processing services, while expanding the use and
benefits of tachnology throughout the domestic aconomy.

2. STRENGTHS AND WEAKNESSES

a) Seructural

In 1982, 96X of Eirws operating in tha coapater services
sector. were cmore than 5iZ Canadian controlled. This high lavel
of Canadian control was partly influencad by special favescment
regulatfons which have since been relaxed. There has noc
appeared to be a large increase ia cthe nuwber of foreign
encrants to the Canadlan market since the changes wers enacted.

The computer services induscry is knowledge and labour

Lateasive aad benefits from Canada's highly skilled labour
force. The software and professiomsl services secctors ara
characterized by easse of entry due to low capital requiremencs,
and are primarily coaposed of small yet highly {anovative firms.
This innovstive qualicy has led to che development of
internationally competictive products and services including
specialized sofcware and value~added processing and
compunicacioes services. The small €1irm si{ze resules in certain
disadvaatages such as lack of management expertise and reduced
access to financing, which impeda both produc: developmant and
marketing initiatives.

Processing services firms tend to be larger, with high

fixed sod capital costs restricting enmcry. The higher cost
struccure, coupled with low sub-~saccor profit margins, reduces
processing firms’ flaxibili*y and abilicy to react to changing
mactkee needs-

The velatively small Canadisa market cequires firos to enter
the highly competitiva export market. Canadian firms wishiag
to export look first co the United States as the closest
market. However, unless they can idencify a clear market
niche, Canadian firms have difficulty competing with large and
vall ascablished §.S. £Lirms. Further, scme gegmeats of the
U.S. iaduscry have beneficzced froo fuading provided 5y NASA and
the Departzenct of Defence for preduct research and developmenc.
Whila this funding is cargecttad ac larger defense-criented
firms, the technological spin-offs filter throughout the entire
U.S. computer service industry. )

b) 1Ianternacional Tride lelacad

The computer sarvices Ladustry has been domestically

orienced, particularly tha processing sarvices sub-sactor.
While overseas market penetratiou has been .ncreasing, exports
ware ‘only about $73 M in 1982 out of zocal sales of §$1.85 3.
Because the U.S. represencs a large but very competitive
aarket, some Canadian firms have gained ‘3 market share in areas
such-as Soucheast Asia, Australia and the ¥iddle Eastc, which
have relatively underdeveloped compucer services fadustréies.
To maiataln and expand this sarket share, Canadian firms muse
be highly fnsovative whila ac che sace time continuing o
market their products and services in an aggressive mannar.

Export lavels are expectad o incresse for the soffware sod
professional services sector as firms atcempt to overcome
constraincs {mpoged by che small Canadian zarket. To date, the
export of sofrtware products has proved o be very difficult for
a high percentage of software firma due to their

characceriscic lack of markecing 3nd management skills. Also,
the cost of adgpting Canadisn software to the duainess or
language requirements of another councry can prave prahibicive.
Canadian software {irms have however achfeved {acernational
competitiveness in educational gofrware and specialiczed
sofcwaere for the carsh sciencas, englneeciag and cransperzacion



