The software sub—sector will also coacinue to show high growth
leveis provided the move towards developing specfalized aad varcical

market oiches is maintained. Being nonwcapital incensive this

sactor has cha flaxibility to achieve the above uith relative ease.
: is doubtful howavar, Lf Canada's softwiare sactor can overcome

{ts lack of comperitiveness in wmost areas of .che saturated

horizontal packaged software market, parcicularly {a che U.5.

The data procesiog sub-sactor is experieacing a slowdown {n

growth due to a shift to in-~house computing and rtechnological
changes such as the davelopment of powerful and less costly
computers. In ordar to maintain aond improve {ts rtelative position
the processing sub—sector i3 reorienting its offerings to

inciude specfalized services, vertically iantegraced procassiag
services and value—added data bases. This reorientacion however is
aade difficult by the high fixed end capital costs chatdccteriscic of
the sub=saczor which tend to decrease flex{bility and fncreasse the
cost of adjustmenc. These cecst factors together wich the rapidly
changing technology referred to earliar have lead to the current
shakeout and lacreased aumber of scquisicions i{n the processing
sub-sactor. The shakeout should aot however result in declialag
egployment due to labour absorpctica by the successful data

- processiog firms as well 33 in-house processing operatioas.

§. KEY ISSUES

Procesaing Services

This sector 13 adapting to aew techaological advaaces and changing
markatc demands by daveloping specifalized service, vertically integrated
pcocessing sarvices and value added daca dases. This process is s3ade
acore difficult due co the high cost scructute and iow profic =argins
facing cthe sub—sector. [adicacions are that vwhilae the f{nduszry will
experieace an incrsased number of acquisitions as this adapcation
occurs, esployment levels will no¢ change signiﬁtcaucly. i
The procesaing services sector L3 unlikaly to attemp” export

narketing ventures in the short to medium ters due in part to Che face
that i{ts resources arm devoced to dowmestic restructuring.

Software Products

The software pector Tust ioprove Lis export marketing capablility as

the Canadian market (3 too small o sustain growth. While Cansda has
achieved international compatitiveness for specialized software

(i.e. Trench language, healthcare, educational and earth sciences)

{ts ability to export i3 icpaired by the lack of management and
marketing skills found in che majority of small firms. The sector aisd
requires improved market iatelligence o enable them Co eacer
telacively untapped markec niches In octherwise sacursced markecs (l.e.
che U.5.).
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