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SOFTB0OOD LIMBER INDOSTRY

l. Structure and Performance

Structure

- The softwood lumbar industry i{s5 one of Canada's leadiang {ndustries {n
terns of sales, employment, export sarmings and regional dispersicn.
Canada {s the world’'s largest exporter of softwood luamber accouancing
for gome 45 per ceat of fatermacional trade and 13 per cent of worid
prtoduction. The iadustry s comprised of well over 2,000 sawmills
which provide employment for about 90,000 people in sawmilling aand ‘
relaced forsst operations.

- Lumber production zotals about 20 dillion board feez (47 aillioen
cubic metras) anaually. Total value of shipments {n 1383 ws $4.8
billion of which $3.9 bdillion was exporced.

- On a regional basis production is conceantrated ia B.C. (65 per ceat),
folloved by Quebec (17 per ceat), Ontario (9 per cenc), Alberca (&
pac canc), New Brunswick (3 per cent). The remaining 2 per ceat is
produced in the other provinces and the Territories.

- The softwood lumber industry can be divided into 4 subsectors based
mainly oa the type of resgourca available. The Spruce-Pine-Fir (S8F)
subaactor extaends froc tha Interior of 3.C. to MNewfouadland and
accounts for about 73 par cent of total softwood lumber producticu.
The Hemlock=Fir (Hem~Fir}, Douglas~Fir (D-F) and Westeran Red Cedar
(WRC) gubsectors ara concentrated ou the B.C. coast and csmprise
respectivaly 13, 6 and 6 per cent of total output. ZSastara ?ine and
Western Sitks Spruce and-Yellow Cedar are considered as =inor
specialty gpecias subsectors aud coaprise the balances of 2 per ceat.

- Production is concentraced in some 223 companies operating 365
sawmills. Some 50 large, publicly owned inctegracted forest products
companies account for about 35 per cent of total production and
proviacial Crown corporations represecat 3 per cent. The large number
of privataly owned firms, coaprise the balaace.

- Foreign ownershilp accounted for sn estimatad 24 per cenc in 1983,
aalnly concentrated in westerm Canada.

- About 75 per cent af production workers are uniomized. Collective
bargaining in the East {5 =ore fragmentad than ia the West whera
unions typically have larger meaberships. Management {s considerad
effective and entrepraneurial {a outlook.

Performance

- During the 1970's che ilnduscry experienced rapid growch and
sroduction increased by 60 per ceat co some 43 2aillion cubic zecres
by 1980. 1a chis same period considerable racticnalfzacion occurrad
with a reductica {n the number of producing units and in employment.
The industry bacame more efficlenc with a strong export capacity aand
achiaved a zood campetizive positiom internatiomally. During the
1970's Canadian lumber exports increased by &7 per cent co nearly 29
millicn cubic mectres in L980.

~ The high rate of growth of cha 1970s can be attribuced to the high
tevals of housiang activity in North America and zo the techaological
development of systems enabling the ecomomic processing of swall
diapeter logs at high lineasl feed rates. The sizniZicant expamsion
of the induscry, particularly inm the 3.C. laterior and Quebec was
further faciiitated through fncreased integration with che pulp and
saper scctor which provided aa increasingly imporzant source of
cevenue for pulp chips.
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Since 1980 the indugzry in all ragions has gome throug: .he decpest
narket downturn in 40 years. Softwood lumber produccion in 1982
rzached oniy 38 mfllicn cublc mectres, a creductioca of L6 par cent
since 1980 {a volume terms aad considetzbly more Lrn value, raflecting
the drastie fall {n lumber damand. While improvemen:t occurrad in
demand Iin 1983 and 1984, the iadustry {s still in a sicuacion of
oversupply, prices are depressed and cozpetitivo is lncense.

The induscry's Financial positica Ls currently weak due to heavy
losses incurred in moet sectors ia 1981 and 1982 when debt load
greatly incressed, investment wvas drastically curtailed aad repair
expenditures vere rteduced signifficancly. The long tarm debt/equity
racio for the Weod Industtiaes rose from 0.46 fin 198G co 1.16 {n 1984,
The finasacial situation dioinished the {adustry's ability to obtain
financing and cesulted {n several mili closures. This sftuation has
improved somewhat mote recently.

The over-riding problem curreacly facing cthe tnduscry arises frow cthe
Lumber oversupply situation ia Yorth America and the next two years
can be expectad co be critical as intense coupatition i3 expected to
concinue. Litcle improvement ia profitability can be expected uncil
lumber prices sctrangthen.

Even through prices are depressed, many companies have no other
option but to concinue oparating to amaiamtain cash flow and to service
debc. Sinco the industry i3 highly integrated, many mills aeed to
keep operating to supply chips to pulp mills.

Strengchs and Weaknesses

Structural

Economic =11l size varies greatly and s governed by log
availabileiy, size, quality and geographic dispersion as well as the
regional demand for pulp chips. Generally, sawaills larger chaa 20
eillion board feec annual capacity are more efficienc than smaller
units. R .

Small sawmills, ousbering about 2,000, have limited impact on cotal
capacity but process pockets of resource unactractive to larger
organizations, often produce specialties, service regional =markets,
and provide asployzent in aumercus single indusery coumunities,
particularly im easterm Canada.

While thera 13 some need for Zurther rationslization in the industry
to enhanca producctivity sad yteld, she scale of lumder producing
operations ganerally compstes favourably with those fa aother
sroeducing councries.

The itaduscry io several regions of Canada is aperscing at the upper
1imir of economic wood supply. In 3ddition, due to dacliniag guality
and decreasing average log diameters coupled with Lncreasing discance
becwean harvesting and mill sites, wood costs are Tising. A4s a
result iaduscrial adaptation and zodernization of production
faciiities are aseded. 1in addition, further Lantagration vizh the
pulp and paper and other wood products sectors should take place co
achieve improved cav macerfal utilization.

The f{ndustry is overly dependent on the J.S. market which consumes
abouc 60 per cent of Canadian softwood iumber producticn. The
current competitive environment is intanse dus to lusber oversupply.
While che Canadian industry is zenerally cost compecitive ia HaS,
vegional azarkets and has the f{mporIant menefit of a favourable
exchange rate, competition will likely Increase from the U.S. South
due to fcts proximity to cthe fascesc growing cegional econonies in the
t.5. STxports <o che ¥.S. are largely in the standard sizes of lucder
from the higher volume SPF =ills ia tha 3.(. Incerfor and east of the
Aockias. The 3.C. Coast producing region has relacively high wood
and labour costs and {s gemerally less csapetitive in North American
scandard structural sarkess.




o

EXTERN AL Alr-u-ﬂN-E'L_._ ..\é'm,,

InEacnational Trade Rélated Factars

In genoral, WIB's are of grester coacarn than taviffs. Zxcepticas are che 30
per czat karlff 3o planad. whitewoad- L5FF) Lo Japan and tHa &- mar. cent TEC :3:1}5
am planed (LS {standard struetural).lumber.

Unired ScaftES

Thz hay factars zelating te Canada/U.§- ‘trade ig sefE¥ace fumber includa:

- The U.5. and Canedd jointly comprise z ‘common duty—Etes warket for alaest
all @izies ind grades of seftvare lumbez.

- Hew U.5,-atandardg on streagth aad physical performanes af Llumber are
curtencly being developed:

The Cafadian induscry's in<grade tzgtidi project, with aasin:arca Irocm
DRIZ; iz haing coardinated wirh similaz work in the U. 5. aad should ensure
that Canadian lugher will meet the aew. s:andatds wiien adaprcad.
Developrencs are baing senizerad clogely.

= Canadian”softwegd lumber expoctars are f€acing garioua U.5 induscry
protectionist senkiments.

While the- Capadian induscTy waa suscessful In Lcs defence during the 0.5
,cauntervailins ducy ilnveacigacian in 1933. Ethe T.5. industry cantinues Lo
-amak m@ang ¢o limis- lumber izporta’ ftom Canédn . ‘At presanc, there are.
aevaral praposed bills being congidersed by che 0.5 Congrags. A Snn::ian
iz invaﬂniga:iuu is. :urrentl? unidarray and an actico under Seccion 201 of
the U.8.. Trada deg is § distimee’ possibilizy. The impésition of 4 qudra
ar cariff wauld have an- -egtremely erious fspder oo the Camada tadustry
‘which depm‘nﬂs o] :he U8+ mirket for sgme &D .per agnt of carcal pmdm::.m
The soeia—espnanic meli:aniuua could extend 4] small Laolated
s‘qslg-indus;r? communicios-

= Ta-the EEC, major [actors which lopact om Erade In sopfiware lucber incuda: 4
4 per =emt dut‘y o planed (CHS:‘ lumbar; tha aeed for loproved dEEtelal
geceptance within Eurnpean*huilding coda and product srasdardds; phytosanizary
import Tagulariena; and pocéntial. actelerated hatvest of acid rain damanged
fnraa:s ia Cetmany.

‘Tha removal of. the & jer ceit tarlff and bettal accesa thraugh technical
Liiidon and procoeibnai ac:ivities wold anruvg Cdngda's competitive
pesicion. While che Canadian, fodusCry bas: demnnstrat*d 1t zan-caaply uirh
‘EEC plant healkh .egulaciﬂns, thi; and the pussihlity ‘af accelerated
firpat harvest hold the potential for crade CoAtTicCive measuras.

“Japan .
—t——

= Tha xey Issuss in lumbar t'ﬂdE with Japdn ineluder che 10 per. cent cariff qn
'iﬂpﬂtt& aof pldnnd whicewacd (SPF} lack: of Japanese HGiidiag codo acuepcance of
plagfarm frame cnns:ruc:_nu 28f J-stocey aparcment dwellings;, aeed o obtain
agproval Ear cart‘ficati on of Canadian sawmills o Effi% tha J&s Harh oo
Tumbar in fasada. stiof. Co =xpore.

TherJapanasa tarlff cepresedcs an: lopovtant ‘cooetTalat te Eaerpasced
axports i SPF ludber. Similarly, ovescoming building ceode teatrictions
and pafantially cescly JAS Tegrading caquirements wouwld pravide lacrvamsad
lugbat ovxport ooCeatial .
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= Dyuring che 19708 che Canadian: Iadustry gehleved an;in:urnaniéhgl
tepuratica far tactaelcgicat development with the Wign gpaed
processiag 9f small diamétar logs which eaabled incraased zhroeghput
.and improved praductivicy: More recencly, howsver, technical
‘lesdership has shifted o the Sfendinavian lhdustiy where agvanced
misri-alacttoaics dssisced processing aqiipment is being dised more
axcensively ta oprimlize lumber viald and product vilued

Tachuwlegical Factars

--aﬁkey'nhjacﬁ§va’is ta adapt exiszing. technolagy 3 Chie orasanc oseds
af the indugtry which faces increasing wnod nosts and fnzenze ’
compeLitinn- LGreaCan éimphdsis s coquired au mawi=izing yilakd azd
product velue from wood inpuc racher Chan the pasc chrugt dirseced
primarily coward. higher produerivity. T ’

- Qver tham longer fefm, 1 néw zenetation of cecdnsticuced wood products
ueilifing new manuficzucing cechniques sould replace sawn luaber
products- ta.come degree. I[n addiriom, Euf;her;gqvgrupqent‘aﬁi
applicacion’of tochrology will snhance indascrial emergy. self
sufficfency vith increased -uge aof plant and forast ascd-

- Thg,iqdpst?? L3 nae limfked by the availabllisy of technology buc
rachar by its finameial -capedility te' lovest la che mndt aodetTn
grulpment and systecu. '

Sther Factors

.= The ecoweaic- sicuacion of che Canadian saftwscd lomber induscty 13
governed largely by ‘extarmal gupply and demapd factors since some- 70
peir amme of taral jroductlon iz sxporfed. The single moai luportant
factor ia Notth Amarican housing sctiviey “hich 13 hizhly cycifeal
dnd ‘sensitive Lo incerest race chatges. :

- The Canadlsn industty®s cemperitive position has been yaakaned in EEC
gérkats due srimarily te the ralacive szrergth af che dallar. THis
sltuaticn iz slse a significint Zaczoe in all offshoce markets.

3. Federal and Provinefal Proprame and Polictes.

< fudaral Fifamcial assistanes has been pravided ca the lumbeér sector
under a variety of programs. includiog aULF, EDF, 1EDF; PEME, COMDF,
EMPOR and FIRE. Whils goverhment sssiscadce Wad an ioportant facEGr

in <ertsin regloms, on ao ifadugiry wide basfs 1t nas been ralati<ely
fnsignficanc-

~ Tha Gaopecacive Ovarseas HMarkee Oevelopment Prograd (COMDET) wad
psrablished im 1971 to assist the woed prodizcce indudtzy of 3-C. ia
the developgent of oifznerd ger¥kaca. Tha COMDP Ta Jeintiy "Eunded
by the fediaral an&~3.E;‘gcvgrumsncs and che provingial wgnd produccs
tadusrey. Buring che 1970, anmual offshets axpercs -inereassd some
Eour—Esld ro‘abpur 31 billfoa. The COMDR in BiC. awd che new
affshare market davelsprent projact in Quebsc will kéntifee to e
sery fmportant zo the fadustry which is highly dependwac an che V.5,
narkac. R ! -f

~ The'Fordst [nduscries Advisary CommaiCse TFLiC) to the Miniscer of
ORIz presenced Lra . imceris repove In sugust,. 1383, This teper:
revigwrd industTy orofpects fa ghe na j4T ForEst produck SUbD—SEsCDr
néliding ‘goitgond lugber a0d made. agyarzl recommengdscions, A
fedaral guvecnaent tRSpoREA Ld these Tedimmendicians t=zs gade public
in Februspy L9B&. Launching of the wffshare markac develspeent
préiest in Quebec and ocher activities wiil affecefvaly Tespond th
TTif cecormendations in the are3s of eipert market developainr and
torpprata’ latellizencs. 7Ta0 actention ls gow. focused on exaniniig
+ays 2nd means for improving labour/3anagemenc ‘relations,
iniur:dtinﬁgi':ampé:itiveﬁ:&s ahd value—added.
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Tra Canadian igdescTy will tonzitud to demfnace the demescle sacker
which congumes shouc 10 pep. cent of p:aduntiuu. Seftvwood Lember
lmparts aceeunt for abhouc B per ceft of domEscle copagpiion. and’
cnmprise speqies goc indiganues to fapada for wee primarily for

- ALl Iweri.

Foregaags to 1990 inddecate an- average anoual incraase in demand of
about 1.6 pet asnc reﬁlecting an ouclook of limitdd new houéing
activitys Confequently, aoy addicipnal growth will depend on- pew
product development apd focraased nnnﬂs:ructural usa- Suftwuud
lumber I8 d#pécced Co remaip sask :umpetitiﬂe lw telicion to ather.
conscruction micarials.

Tua co lumber swersupply in North soerican mathets, wurreat prices
ara dapressed and:the competitive covirommenc L3 expecced ko canticue
te be iotenza. T 5. coneumption {s expesred to peak Lo 1938 and hen
decling re 1983 lsvels 4y 1990. Forecasts beyoad 1%9%. zhow a slawver’
rafe of groweh than 1o che L9803 as dempgrephic factors indicatd a
siowing I heusing demand. ' ’

Tha indastry ias highly dependent st cha [i5. which consumss some

BO per cent of Canadian pruduc:lnﬁ- .85 prnducars ‘aTe resentiunl of
the gubatanclial parkat share {curren:ly avar 30 par ‘zant] . achieved by
tanadian BEPOTLRrS rnsul:ing largaly Erom the compecicive gdvantage
pruuided by the dollar exchange fata. Protectigmisi seaciments amre
stToag and zhe U.5. ladustry is seelkiag ceans fo limit {operts ag
lugibar from Canzda. ANY measure which would reserist agxpocts ca che
0.5. woald have very serilous .consequences for the Ganadian ladust=y. -

.In che EGC, Eanada will contimwe co waintadn dcs.posicfon aa the-
chitd moeg impnrtan: suppliar after Pusafa gnd Scapdinavia, The
Lanadidn fofuscry’s coopeticive posirion hag. baon. eroded dus
priuarily ta cha celscive scrangth of che doll&r and markac share has

falien o .lhsa than. 7 par cant. ZEG mackecs could be segalmeéd-if che

exchinge. rate beczme aote favourable ainze the Capadfan indascoy iz
gcheruise compericive and major hﬂmpanies hava azcablished
distribucion nperatiuna in EuTope.

In Japan, tha Canadian {aluest entirely B.C.) industey will likely
centious co be: the 1argeut foreign. suppller. Tanada tontinias co be
unmpa:‘:ive gnd anagp:auce of placferm rrama :nnatruntiun ceacinies
to grow, but markar demad has veakenad "in cecent Fears dua Co
:edu:ad bious fng. detivity. While a Jidening pap hetwean damestie
production and cofgumpcion Lla Eureseen, campetition ls supectad co
inerease from tha V.57 West, Wew Zealsnd, and Chile.

In the *iddle Eas: and North afriea, saril wery sedemely Caaadian
wXpoTEs were incresaing. Provided thdt zho ladvatcy cemalng
cdmpabicive wich S:andi1avian. Zast. Eurnpean amd Scher supplinrs
Canadian Lusbar RREOTLE Lo Lhese regions could gfow bur” at a reduted
Tate eopaTad Lo p:cviuus FEATE. Sheould uns:ilities CERSE 4
cuns:ructinn tn Tran, Traq o Lebenon zould praside opporzunltles far
Cauadian nxﬂar:ers.

Augtralia fz ampected Ta runain ‘a smakl bBuc stahla darket,
partiuular*y Enr BiG. -coas: species.

Héw market areas fush’ 43 Thina. and ¥gr=a are consideced. ty wald enad
petential for tocreaiad: gxmorts Srom Canada,

The furcher develppmane of : tradicienal offshers-arkecs-as well am
penetraclon of new markets 1s mecesgsry for the furure s.ability and
davaiopment Gf the Cdﬂ;dign»snf'ﬂﬂﬂd lumiper induﬂtrY
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= In general the Canadian seitwood lumber indusery i3 ﬁorsidered Ly =g
campat;thfc in War:h amer1can BuE is rery dependent o che 2.5
market-afid is higﬂly specialized .o serve the cyeligal nausiﬂz gegLgr
wich standdrd structural Lumber sizes. Wnila che competitive.
Pﬂﬂiulﬂﬂ of Camadian exports L3 enlignged by the fevaurghle" rela*ive
dollar e‘chﬂnge rata, Lumbe* aviees Iin-haoth the Ui5. cand Caceds have
" hatooa uaprassad due ca OUBESuppl? 1o an Ln:aﬁse‘y cogpetizive
envirunmﬂn:.

_ m "u

- In qf‘sﬁure uarkacs. Ehe cumpﬂtitiva pﬂﬂiuiﬂﬂ ¢f Caradian lwelzr hhs
heen serinisly Washened dua ca the” \ign relative walus af che dallac
In addicion, ncandinavian and Tutopean cnnpetiturs have achleved a
higher vield petiscmance wizh good prodectivity. Ia order ce improve
L:s-cnmpﬁ:icivenega. rhe Canadian iadusce— will need Eo moderaize o
tggtave‘Lp@bat §ield, producc value gnd productivyiti

- Tha B.C. zoastal industry faces high: wood and lefourt adats mﬂd is
EenE'all? 3121 cumpc:i:ivu La HaTth American markats Poz cunstruuulwn
(commodiby} grades- of lu:bero Invastwens [3 noadad For a s:ructu:al
shifc io chis. sector 4o adape Lo highar valua added prqcﬂssing £
Luprave prufi*abi.lit_.hw

- 4 Teview of curpnrata ‘invescoent la Ehe woed industriss sHows Char
capital - Luvestmenn Eall by asarly 29, par zent irog 1981 o 1982 and
by an additiunai il por ceac in 1341, Expendicures ‘on fepairs ia
1982 were nnly aheut %8 per cenc of normal, ingizativa af the
skcrepely serious, financtal difficul*ies of zeqtor tompanies. While
ehe’ resulfs of a :npi:al intentinnﬂ suryey Lo 1984 Lndica:ﬁ':ha:
répalr expenditures will teturn to nesr vormal,-capital expenticures
will Likal¥ ramafn at least. 22 pey zeag helow darmal. levels.

= Undaz cortent market candirians tharantﬂrizad by Dlow prices cdupled
with an au:lnak Ear Liwmfced: gruwtﬁ in damdnd, chars i5 liecle co
attract. anaStnen: in the zoftwood luoher ndustrv Faced wizk a
tepugus Finanelal : si:uatian. many fapadian mills have iicele epcian
but o cuutiuua o apara:n Lo order co mafntain, cash Flaw. Whiie
{avescment fn rechnizally advanced equipment and. SCBCASEes - LE
OBECEIATY, Lhe indostry ‘1d penacally not io a ELnatcidl pasicidn o
da fo-

- Tha Ln:ustrv will reqQuira suhs:an:izl capital 1nvestment in
mndernizntiun. Lopiawad viald, reut‘uc*uti1g andg: pruducr up=srading
in ‘arder ta maingafio ¢nmpati:iwcnass The capital rEqulremeuts Ear
Lhe parind E983 Lo 1990 nave bann as:imat.d to e ip che ptder of
7L .3 b‘llinn

— Tha impact #on 2aplivoent rasilting Erou sodarfization .and
¢atfoaalizacton ia -axpectad Ca be lass in regions. ahlzh hawve zodern
mills «LER & Llow labsor. coateut. o eastirn Janada where chertaz &s a
prolifcratiun of smallar sawm.lls and Tahaur: ‘goAsen: iz mach thﬂur.
1nderr*xatiun and racienalizacion’ will have.a signiki:an .mpa:t on
emnluymunt. Whila it {3 asfimatad chac -geme 3,300 “obs will he

fopliced by 1990 the imgact of woderaization oo smpicyment Zay be
affaet to a degred-by d*versn;icatiun 3151 cntmodit? = upgwaded
Jdembor praduyctd which.entail a Bigher labour cantent.

= Ia wiaw of furrent Lndusecy hich dab:!equ;*? ritics, 2 resu=aticm in
capiral lavescoenqt gTogTams camnot ha axpoated far ab lzeacil ol
‘yames, unidl balan:a sheats 'Ecurn £d s agie haalcony stL;lﬂr

- The deve‘npment -and =Sxpansicn of 26fchate mara&ts LE 3 &ny ghigccive
Fogr the ;ﬁdustrV+ In chis cégded afeivici ee under Iha ‘Croperaciva
Cvrersaas Warket Davel opmeni ?rag:am im 3.C. and tha affsharn oasksac
develapment projecs in Juebee, wnich zre’ jolncly funded bv guverrzen:
and lndus:r;, will be-izpatcant.

= The ILpdudery 18 seweral zsaglons of Canada s cperafihg ac che UpEELD
Jliadc ot ergnomic w@ecd sypply. Thiz wili saduire long i2r3 selubicns
tq che ares o :nrnst naﬂagﬂmert .

Jegsriment of Peglowal Tndustrtal Expansisn
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sOFTROCD LIMERR §10: 2512
1. PRINCIPAL STATTSTICS o ‘
1373 LA 1941 1982 L3R 3
AZsraplishmencs 1,319 LT Ly 1,222 1,280¢8]
Enplayment 70,400 63,000 60,000 50,0007 55,Q00{s)
Shipmencs (§ milifans) 2,127 3,594 -5‘!1. 3,931 4 _E.DO(ej
**irans Dogestic Produet N o :
 (ronatant 19713 ailllens) 399 1,237 1,213 1,037 1,315
watnyosfment (§ mitliapa) wr 469 G 320 ~2dl
wapgpfizs alter Tax 211 33 17 =282 B/ A
Expacts. (§ millions)] 1,398 1,262 %912 3,846 1,800
Pamestic Shipméncs {§ ailllong) 569 512 &3 195 540
tmparcs 4§ mitllgnsd ' Gk LGa 130 73 123
Canadlan Market (F il lana ) 629 740 T8 37 A2%
Sxports = k. af zhipoencs &3 By I ) T2
Tapocts = % gf tomeitle markec b 5 k! 5 g
fay = estlmaced * ~ Qges not Inzluds many small mills.

*% = Goftwond lumber iadustry TEpLogenis aheut FDE of Wood Imdustries scaciskicd

o i .

-3, QEGIOAAL DISTRIBUTION - Average gvar che last 3 vears

stlagcice Oucheg @ncaria Prairies 2.0
Eatouklshments — % of rotal 12 n 5] & 148
Employmenc - % of total 4 g 10 T 57
Shipments = % of tofal k| 18 B- 5 T
i. FoEEIGH TRADR
5. 2.E.C- Azla Ocheze
Ipnrts = £ bpf tacal 1981 49 - - 1
1382 39 - - 1
1383 - ag i - -
Zzpores = T oof total 13at 13, 9 9 L)
L T: b 17 a- 1a 3
15572 & 3 T 3
4. MAJOR FIEMS
‘ Lagaticn
(runerghip ¥alar Plant
L. Ean:ur Carp., Yanesuver, 3.0, fublic 9.0., Albarra
2. 3.2, Forest Pruducrs, Ltd+, Unncauuer, B.C- Ppﬁlic B.G. N Albercd.
3. Wnc.iilan flnedel [td., Yamopuver, B- C. Bubliic Ariefah Caluzbia
4. Morchusod Pulo and Ftmber Lod.. Prinse Gagtge, 3.0,  Public Erizish felumkis
J. deﬂlck farran lae:, Ld Saifra; Quebes Publi: Quobes, Oatsnic
h Féw‘or Mahas ;. Muehec Praosincial Guehec
7. )., lrving Led., SE. Jeba, M.3. Privaca Hew E.unawi:x
MAJOR REPOTTS AVAILABLE. }
I:un gl Tecart Yegr
FIAC Tntmrim Repart Labour/IndastTy 1381
Congllzacion
Fedoral Cavarpment ‘Responae Labnurfindﬁs:ry 1984
tn rhe TIAC  Heeonenda t Long Cansulcazioo
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COMPETITIVENESS PE  TLE

CONYERTED WOOD PRODHCTS

Structure and Pecforaance:

Stroature

The cenvarted wood produets meccot, as defined by¥. Scacisties Canada, is

cunpuaed of theds manufacturess  Wdde pri¢ary activicy {3 zhe: (uzrher
processing of primary uwgod iapprs guch as lumbar, parninlehaard and
plywood lato a wide cange of vaodee ead producta. A rapresentative
Listimg 9f the major prqduu:s irelude miilwerk items asuch a3 windaws and.
doars; foterior vaoduaric, mnuldings. roof TTygsges, hardwood flunring angd
k1 zehen ‘cabindcs; agnufaciured houaing of vacious :ynuu, gnbils hewmes And
orafsbricsted componenis; and a wide rafge of niseellanazus producis such.
as -Fencing,. wooden haodlas, vnad :urnings, cunparage ‘and -woodenware: Tha
largesc ‘ldencifianle fndustrial. segnen:s millwork and manufaccuraed
hnusing, histurically Jive ac:uunted for abouc i3 per:ent B kocal seckar
a::ivity Tﬂta; asclimeted shipmnncs in 1384 were 52 i1 illion, wich total.
dmplaymeat at apptoximataely-3d,000.

The ctocal aumber of establishmeats curiepcly comprisiag the seccor are
edgtimaced to be im the neighbourhgod of i Dﬂﬂ. app:nximntely 1,300 in
milluu:k 100 12 monufaccured hbusing and che balagea af iDpEbHiﬂﬂtEly LYl
in cha miscellanequs waod products segmenc.: Tha large majnri:y a4y af
the companies aro small, employing lass than 50 workets, ara- Cinadian
‘ouned, famiiy nwned, ten-incégrated aud dumgstic darket orienced- The
geccor 1s'a classic axample 9f a “small [nduscry sector wich che largest
coapaniis (less thar 5 firms) having sales levels fn tha wiclhiey of
sSGﬁ$EG million witi the mejericy {aver 50%) wigh races leas chan

41 millien- Regionmally, the ‘sector £3 apreed acfasg Canada. Wt .
cuunau:ra:ed in :he Lwe praviacze ol Quebec aod Dntariu with appruxima:eiy
&0 peveent af the rompanies and shipments lacated in chése twe provinedd.
An addiclemal 15 perceni. are. lozatad Lo ‘the prnuince of. Eritlsh-Calumbia.
Finally. in addfitioa to tha ,ignifxcance of tha secrar i Lerms. of
empluymnu: generatlon god zegional lqpact. fz 1a° alsu impertant io ferms
of ‘valde ‘added znd as an lawartant matket Eor the primaty producecs of
fumber and pl;wcnd+ Foreipgn owmerahip La virtua;l? nop—axiscanc
threughgue the sectar ag is vartical cerporate incegracion while 2 s@all
rumber of large léading cowpapies domisace Ches saEknr. Thaga faw
campanies because of their sfze amd sedle of upa'atinn ars hfghly
-produceive and. ax -a resul: ArE 1n:erﬂatiuually compeciLive.

Pewf ot acs

The Eprtunas of tha 3accur, due ta :he large dumder cf pruductg
manufactured. for che. heusing marcket, #re elagely tied to cyclas amd loag
term ciends in che Cavadian housing lodusery. 4= g Tesuiz, chis saerer
exhihi:ed a rapid groweh in. FacchTy shiprents OWEr the -eriod 1973 ce 1940
n respnnaa Lo anm, unprecadan:ed hoca Lo huusing capstruccion ovor che
serind, Shipmenta during thigz -pariod erxpanded frcm a iavel af

3390 oillion in 1973 o apnruximntely 532,300 miliiom In LESG In cqanstant
dallar ‘terms, this sepresenced 4. ceal apneal growch racs in excasg ‘of

1:2 parcemc over che period. From 1960 to L9AR&, however, teflacting Soth
tha sigaificant dewnrticn in hoiasing ac:ivit? and .deprecsead 2cemomic
conditieas-which acqurted Lo 1982 and. 1383, ifdipafleds age that cotal
facrary shipmencs “in rhe majtc asgeeacs declined hy:scoe 20 geICEQE AF
wore (ndfcacing sLagnant ‘marke:: condlblans, chfoughons che foral sectar
over tha -perfiod 1984 to Lad4,.

A5 a regult, chis periad =aw a 3‘gni--c_nt dncreasa in zapacicy
atilizacion amoag & number of ladusteial segmants i the sectok, ﬁutnnly
kifchen cablaets, windows and doors and manufacturen tousirg, but 311l ware
affected o some degree. With ghe déwmward prosiyrean gales, aompeticion
Ln:ansif;eu apprﬂﬂlanl? ‘and nrice. cuctipng became: rempacc. Prafit werziss
were rEduced and ip ANy FRCCETS .. necably mdnuiacturad hnusing. chiz has
vesulied in leaner, mare. aumper+t-ve ¢nmpanies. Zawaver, the resulcanc
squeaz& dn wortking Lapital levels has scallpd proguccisity anrnvemant and
2XpOTD TAThEE qeve-npmeur nlang, when béth Jnu.d hav& agaizted tha
indusezy. ‘In additien, mapufdctusess in ‘aometarf k¢ Fectars cver che

[
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paricd veTe FI:H.'I:Ed te lecrease  zhelr Jebr | oads appras eiabily, ln arder Lo
surrive dnd 23 4 reésult s large number are soariy angiridned co fa$pand’ta =
:he :ﬂangiug market: demand 3ceqar*c Eacing rthem fno the fyturs, i.a.
declining dooestic prospuc:s apd fhe nead Lo expand Anto, faraign markets

-LE shuuld ba nuted howeuar. chac during che dfFflsule aocdnmic gacind,
same aumpsn;as 1nmust c; cha saccurs hase bacnma ware camueti:i;a a5 che
‘weaker cnmpanies have bean weedad duk. Laading Canadian -campacies have
taducud lavencery Levels,. copcencrated on eificlency improvemsncs and have
aggrcssivaiy purayed niche mariec appoeriunitissg, moatly -din tha U.5. tb
pffset declining pruduct demand 3t homa

Stioogtha and Heakmgdnen

{a) Structmrai

The severs domestic marsec ptoblﬂms have direct. :Elevanca io the
»cnmpetitive :usinian af the saccev, both dcmestically and an Ehe
vin:ernational fromt. The questian ls pacclaulacly televanc v;s-ﬂ-v15
Bokh [T+ §. and Eucopean, panufastorars 4o cercaln produdt lipey "guch as
windows and: duo:s, t&.chen cahine:s and manufantured hauslng which
hava significanc economiss af seale advantoges ayag’ uanadian
saaufacturers. . Fareign maniifacturers have peascraced mathacs Lo
Canada, in 3p1:e,af gxghange race disadvan:agus A% Ln che cage af .5,
»:nmpetitinn and.. aﬂdiciauﬂl fariff barriera and :ransparcaciun caefa Lo
the cage of all foreign compa:i:a:s. While wotual impprts ara 1awec
than axports from thé sestol apd have remained :elatively dracdie aver
the last EFew yaars, the fopadign {odustry remains highly welnarible o
‘ureign compacision. Tnis  has been dempnatraced in-some- sectots auch
an windows and cabingcs wierd leading. Foeeign firms have: succﬂssfuiiv
penetrated Canadian distributinu ‘channels, .althaugh telacively faw
fnreign cuopanies include ‘the Ganadlan marker ia chelr export
5tracegy Thwze differen:es imscala-are illuztrated b¥ the Cact thaz
a uumher of [.5. window manufatturers ave. tadfvyidual -prodoctden
lavels: roughly equivalent o cocral Canadian prudu::-nu ang sede in
Bi5. kitchén cabinet manufacturers are larger than the iargus:
Canadian Firm which has -gales ol see 510 .m2illior. Xibchen pablaosc
cqmpanies from Europe auch as Aeckerman add Pppenpont have salss ia
che rauge Bf ‘3190 Lo $200- mildlen. Such large sgele means. s WUry bigh
degree 9f aytomation, large fisancial regoufces far RAD and premecisn
and dignificsncly lower gar ualt enats. 1o addicien, peér wnit Fibour
cOSEE :end to ba lodar -2long with gignificang sedastions In raw
ma:eriul and packaging COFEE, through largn acale buying- ':inally, in
some sectors, forelgn competitars femd o have low levels .af debc, a
situatinn which places the famadian zeapanies at . furthar
disadﬂnn:age.

Whiig tha decline in domascis marxe: demand: EElated io new housing
cnnatruntinn during the ¥380<1084. perdad and: the "un:inLed dowpwazd
trand axpected due o adwu:s& popuiatioa ind det 'am_ly formation

Lrunds grojettad inco che laes 199" 5 pnia: to continued poor
perigriiance by :he gectar, twe pacrallsl -movements acs axp&::ed o
nrovidé Somd 2aTket impa:us A5 wall dgspme- shxf:s ‘n produce
ariencacton. Tha Eirac tréud relaces to the serdng growch aoth
domestically and fo- Euraign warkecs beiog experinncad,in repgvacion
and dﬁ-iz-ycurself+ Ta“Canada, rqtal expuandizurég.in this azds havy
rided dramacizaliy -from the ear,y 19705 whea quch expendifurss
acrounted “for onty 3.1 FE'BEnt of catal uxpenditures ralaced ca
aedsiag. In 1?33 ‘this percEntangs sgond-ac 3.3 peresuc-and is
nwpeu:ed Lo aﬂccun: ‘Eor approxicataly 3 "Erceut af rgpral axpendiciares’

by whe =id 19&0'5,

Hiche markets arta alao sxpecied fo provide significant apparcdoicy ror
“Zufure grawch in ehp' seekar. Wich che deciite im dumns:ic pn:eurlal
Pzom 1350, £he larger Sanadian zampanies: 29 qall 48 a niemoer af
Smaller ooes, have been forced oo plake aore emnnasis gL export
uppcrt4nities particulac1; te the ©.3. o raintaid praduc:1nn leveds.
‘48 a Cedulc, exporcd from the.sectpe nave lncreazed ITem a leve? .af
some §100 milliga {f the ilate 1970"¢ go. some 5336 miliion in 13847
This strong unswing in removarion, D.L.E. and BYpPOILE CEDCE3ANLE A
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signifiaanc shift in che undchy‘ng ‘demand Faccors affsceing zhe

'5egtur as vall A% 4n Emphasis op produce fmprovedsct and Lnmgwabicon e

develap preduccs o panmttate these new markecs.

Manz- :unpanie: throuwgnous che Lfndustry have bad ca adjus: to-gerlawsly

declining markets which has affected praduct 1inus,”sarinusly altered
.mﬂrketiug and digtributton - pﬂli:*ES weinfarcdd the tread o
-cuuaul;datidn and rationaiizacion and in axtroce cases has cauged

plau: closure and badkruptey . Tha woat seriausly affect“d sescot la
this cegard has heen manufaéturad huuaing which euyrrently is aparacing
at a level less chan balf {cg 1970'a voluge.

Finally, aver the lasc five yesrs, thare have baen inroads made by
aleeenacive materials Sucﬁ ag plastic .and metuls, Fartl culartly
ajomiduz and ather iobscrata narerials {a gome geccors.  Bub to date;
thes bave been no significant challenges to wogd pripdcy. macerials In
converced qond p;qduu:a,

Istarpaticsal Tvade. Zelated Pacrors

Toieruacional frade congiderstisgns are undnuhtedly an impartant kay
elemenc in the fafuare outlunk af che 3e:tur. Frem all Indiratians,
fumeraus axpefs opportunicies fn selece product Lines exisc fac
leading cowpaales in the sector, pclmarily in the U.5., Wascern Eutope
and Japan id che ldeger cerm. The succeasful axploltacion of chese
"niche” opportenities. depends, howevac, on a4 number of eritical
fageors; samaly,. cha sckitude and agﬂresai?enesa af Canadian comparles
in pursalng chem; che abiliry of zompanies: 10 che gsaccor io dﬁv&lﬂp
adequata regourced -and scale af produ:t oo Ca anhieve AuecessSul
panstration, 'a situatiun which hag been somuvhag etgded sinee.1950;

the ability of cumganiea to fuad the high cascs of successiul markat
ptetiakion; the abili:y o tha sectfor to cnmp&:e ln theze. salect =diber
“nichea”; ang the-ability of che coopadise o inpovate and-adspe thair
products. ko the demands.af chase marlets and last oot nec lessc the
turrgacy exchangs situa:iuu- The 1mpnr:ancé of cha last [aéter is
fliustrated of Taganr adverie mavemenCs yis=S-ris Lho European
curronclea which kas rendored =gny produczz uncoppetizive in chess
markecs and an:e ‘has innreased the chreai of lmpert compacibion Srom
those councrles.

In comparidon £p a auaber af sconomic and codt Facrors, fareign
tariffs aAre Dot a majer coustrfalpnc ta che curtent and fucure axpaTh

~appnrtun1:ies Ef cha sectnr. The Cansdizn =aribf lavels are zanaraxly

higher chde chose it the. prinn market azeas of the I.5.; Waptara
Eyrope and Jjapan avnragi1g some 10 percenc :urrannly agalast an
averaga of & pércaac in che G.5., 6.5 parcent ia EuTope and

F.5 parceat in Japan- Hﬂn-:arizf barriers,. hnuever, whilsy neg e
ganerai pcoblem, do id sede logtanceas have an e:'er:*‘ in chese =ackecs.
‘Buy Amatica tlauges in ocactalpm staces in e 0.8., codes and produst
spn:ificatiuus te the 9.5., Eugope amd. Japas are axacples.

‘Fhile che Canadisn Lladuscry dond possass 4 aumher of distince mafket

advgntaged, in chese’ key mathkec areas in certaln select pruduc: Lices,,
such'as high qualicy ifmags, technically advanced oroducs celiable
delivery, compacitive tesc and umi4que prodect styling, tha induscry as
a whoke auffsrs Erem a numbes 3{ imprcraat dlsadvantages -eelaciva go
foraizn campecitars-

-Thege coopanies, becausa of cheir lowgr levals sf capizal incenslcy

and 3amailar plant size ip,internatidudl t&fms are becter able

‘manuiacture to smalliorzdsr and cusCam raquiresents ino a.signdficant

diche:in export markats. Howaver, hecauss of the many vely jmall
cump*nies ] Canada, l.a., 75&-2f tompanics have gales lass than )
3k milliaws, cogts oer unlt af prudunc ate h;gher as far-. eXgmpie ip cha
kitcheo cabipet and “lndow asd door Séceoes vhgpre cofpéring campacles
from Eu:upe and £hi 0.5, 40¢ threa k3 Five clmes. bapger than che
largest Canadisn Cﬂmpauies- This 3ize advantage translatas Lnco lowec
eaac3 af prudu::ion. 1Lgn£r‘degraes of pidar drtomation, LlowsT lacuur
input ?Er unlcg, lawaz material costs due To lazye acdla wurehasing,
aid Lowar pec unit c"nnsnar:atiqn cnsts whlch 'Esuln in A oglagr marcket

o
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‘advan:age- Furthermore; the larger Cinangial redairees available ra
prﬂductibﬂ walca of ls:gnr slze’ apan grester markec, imgpacz Ld Corzs o_
markel :promacion; dis:ribu:;an and sacvica.

It shanld ba oocad cheb che more ‘compeiltive Canzdiin cormpanies maks

-dararminad: effor: :axpangt*a:e certaln markec: Al cHes In Euralgn

markecs, ptiuatl;? in the ¥.5. Thay sell on the bBasis of product
‘qualicy plug serwica as watl as price. 45 d tezulf, mxpoeta have
+ahowtl 2 sfrong opward growth tzesd since the lete E93%0°s wich the
‘davaludcian af the Canad;an dollar ¢o e Tavel of a;pruxina:ely

$150¢ =tllion. This can be ‘expected o cancinue glve ‘2 concinued
pesifise gtance felative to tariifz, che exchange race, [aproving cast
Fattors im the aectar and expanding nlche nppor‘uni:;es in foreign
markets.

Tovkhmological Faetars

Technalogy and .anova:iou dra eritisal elunun.s in thE furure’ nealth
and vitality of :h& Canadian sanwarced wood ' praducts: seczur.
Hisgorieally, in tﬁis sescar, cuch of :He raaearnh and develcuman: i
uanuzac:uring aqd new product develap:&nt. wiiieh ara’a signi:ican:
competitive factor in the garket place, have deen done la-houdse; wften
uaing idaaa from Eureigu camua:i:ara, Eﬂtetgn wis{ts, new prndunt
licarature and expariance of peoduction and marheting manigemenc.

Sinca suceesaful marketing i# vital te Chase sactgra, products muat be
constancly {oproved and dauelnpﬁd rg respond fo coosumer requicfzments.
Examplza {neluda ERATET consarvacian vhich hag subs:an:ially changed
che patirs of uindnus, daors and mnnufnc*ured hauges and Eurnpean
‘gt7le. kitchen cabiners which are. carrentdy An logs gaaing -demand. in
Canada. FRegzavch and. devalopment celated to mas machinery apd
uqulpment 13 primarily doog. by che eguipment suuuliars and adapced ia
the specific needs of tha. companies. Sldce Cha madar suppliars 2% che
neéw gtafe~of-tha—arr zachinafy add &quipment have béaf. Crom either
Germany, Lealy, gritian or che. O. 8-, Lanadien capahilit?, 1o Ehis
ATa4, histnticall? heg and I3 axpectad. £0 continua to be limi:ad

Wlrh the excopcion of che large fnreign automated plants, -the
applicatinu af :gchnolagy in Canadian ‘compenids Ls nearky’ oa 3 pac
with foreign compacisicn. Unhtla new: techmalogy ia readlly availahbla
from & :aumber sof; aou:nua, zandtralncg Lo lmpLeuent includa lack of
zapital, cansgememt ﬁxp&rtiﬂe, and rhe labour intensive
zhawacteriatica of many af the gmaller cﬂupan125+ In scmm zeciols,
there mey 2. a trend C& raduced empioyment becauge of the pgrencial
fat in::eaaed Ievels af au:wna:inn.

Othér fzctors.

An 1udi=a:ed eariisr, the secCot oust be cﬂnsidereu extremely
vulaeTablé to ady ‘unfavaucablie majer Hhifc in the Exchanga cata
talatignsbip refaciva co the aajer crading cuctencica. Evidesce oo
chis ﬂf;ac. has beea cla fecent strangthening gf ghe Canadfan deilarc
relatifa te che Iuropaan curveocies, alread? Fentiuuad eaellar L che
paper, which has reduced chez :n:pﬁtitive soaid tan 9f a nueher o
uanad*an ‘cocpanias whi:ﬁ have glready,penatratoed ‘che n&Stnrn Juropaan.
market:in a numgber 3t seoducs Iimes as.:ar wxampls i:tchen cabiaet
doers baing said sin Zurope.

With- the Cgnadian dellar rema;nlng ia 4 ru-a:*v&lv wazk positicn with
rstEct to the .35. callar, a s:rnng exrqrb pnteqtial 2@ this <ouncrey
2am .ceAsonably e expe:ted to persist. The cr¥bdcsl ralacd wmziip @f
rqw =aberial prices is am impurtan: :unsidera:*nu in tespect £a-d
aumbar ofpredict Lined such as witshen cibietas, wiadeow aad deoTs,
3g1id woad panelling, manufactured Twonaing aod = wida raoge of
aiacellancous” prodaccs Hue £o the fags chae s signilicanc porcian’ &f
raw ‘m;erials are pur:hahed Frem the U.5.y inLJ’.ud'ﬂg pak and pendacasa
p:na iizmbar. Any major apward RGVEDanC. &0 pflses ‘of avdilzbiiizy 13;
a signifinan: ippact on che uampe:itlae pasiciong ‘@f che Canadian
sompany $elling Io. the U.3. carket.
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Elnally. it L3 noted chac che ocilizapion of capacicy in cné Cacadlan
LnduStry iz durrencly abewt 5O percenc. “This-Ls 4 signlfisanc
congkralnt €g effmctive cost periormuncs 4nd pube. many Canadian
cogpanies a¢ a distipct campaptbive disadvautag&.

‘Federsl and Provinclal Proprams asd ‘Felicies

The Convertsd Wouod Prodgcts gactor 13 mac dapendane an.any 3peci£1tally
tallaored governmasc (Acenclve programs and £z agt a particularly heawy
user ‘af khe industtiel nragrams in place ca Lnfluanca Lodusczial
deualnpmgut+ Tha Foeest Seccar idvisory cDun:il Subcommitiee was
earablished Lo advise che Dapartment on issuas affecting the Catverced
curEs: Irdustry.

The Fyulviny Foviroosene

e to the; scrong dowsszic g9riencacdeon of the getcor, anticipaced fucura
trends {n Che natipnal B omomy: wild have a signifinan: impact -on che
gonaral healch ‘and fucure developmanc of the seccor. The direct. Link
bacween che level of sorgtTuccins activity and che demand for she large.
2ajerity af prudu::s from. the saccor undersentos the sarious. lmplizaciocs
of ancicipaced unda:&ntal chinges in cha structure af cthe Canadian

populaclion, net Esmily formation and telared hemaing :ﬂquire:&ntﬁ -e¥ar the
pariod 'inte che 19%0%s,

The-lacksc and mosc teliable projecticus indicate straag downward cTends
in the annual leval of houslng aceivicy over the naxt Siftman years Lo
Espanne to sfgnlficanc declioes. in population. growch, Eertilihy and. net
new famlly Eqrmatiom. In -absoluts rarms, chese p:bjec:inna SUREEST an
aooual hausing roquitemsnt level of some L40+156,000. tn che lacs 390 s,
Thie coopares co che anmilal-cate af some 730,000 duriag tha lage 14707 £.
Furure.lavels of capacicy ukilization iz 2 mjer :uncern, par:.:alariy
causideriug that even du:ing the unpreceden:ad activicy lavels .af _ha
L3705 uueruapaai:y was: Glgnificanc In 3 numbar of FecFars.

Dn che athier’ hand, as already mencfoned, a cuun:arhalaucxng ¢f.ec' ig
antiniua:ad frem the streog odbserwed gruw:H ia renavatiuu, DIV and szport
markets. These covements in temdad are akpacfed Lo mitigace gJamewhat tha’
doumward ‘aHide ‘it riew houdlip sacket demand 4ad to tha axzenc that
Anduscry. sectora are Ingermgtionally cnmpu:i:ive these *facters cap be
expe::ed ce pruvide naw upput:unities for fuTther ‘groweh of the sweror.
Canstralnes gn Lhae- ahilit? of-the aector Eo. respond to Che :hallenge,
‘houwever; vary ulEarlf lia in the svearall smll scale atf oparacign raiacive
- its m jor camme:itnra, saccor fragoemracion, cuzrent afd. futoce :h'nnx:

=uvercananity. his:uricalfv domesels uriﬂn:atiun, .and weakeneu Einancial

Ygss which has ligited che ahility of che indugexy; as.a uhalu
pengtrate new markers, updat& aquincent and adjuse to axchanga raca
differenciala:

dpportunicles iselude nlehe export darkacs, zainly fn che U.5., Zdiceps,

and .Japan supplied by leading Cianadian co@paniss manufachured housgs,

'danrs, ¢abinatz, uuuidings Temcing.-and ocher . millwack f:ems az wall az

produccivity ‘nprﬂvemﬁn: Eram =nderniza:fnu, prnduc* impeovemeni’,

conseildacidn aod zarionallzatian.

Comperitiveness ARgesmbsnt

HUE tp.zhe Zace chat :he indust‘?, aga avnlved g derve dedescic markers,
che Larga ma;urity cf£ firms fa the seccor are ant :nnpeti:_ue
;n:ernat.uually Wwith the larger’ gaala U.5., Enropean aZod Japaness
manufecturers. As poincad cab, these foreign zompznles nave, on averdge,
significant g8t adwantages from sconcmies of seale, markeclhg -and
nadagemEnt expertise, High&r levals of aucomatica and largec praduction
tans. Morgover, shey glsa tend co hava lewer costc of rad saterials,
laBodr and cransportation. O balages, Uiu tha ezceptinn of the ledding
compapies. degeribed, tha wajar portioh af the Tadadiaq fodudcry is-highly
vulnerahie Lo Lamorg cumuetitlan,anu axisgs only hezause. arf tThe arazécticon
offufed by the tariff barriers of 10 mo 1F peruunt and tie adesncagecus
sxchange: TdCE, a.aignifzcant ‘ghdfr. in sirher of these Lva Biccocs ueild.
severely affect”this sgetion 2f Ehe secspr. The 4anufa¢:u'ed housidg
aapment . dlf:EIE samEhhat fn that che piia c.pal cumpe:1t;nu :acing thls
gFfoup comes from the site- builders domescicalily.
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Despice :His airuacion, a& already Lndicaced, chete are 3doe [OD tompagbes

thrnughOu: ehe gactar that are interﬂatlonally cotpetitive] could furvive
‘Increased ‘mpart Fempesitlen, hava a atrofp {imdneial structure, are
aggteaaive A markaet develnpmau: and heve exploited sizniffcanc nichesqaf
expart market opportumity, bofh domeszically and incermationally.. In
TaeeNt ¥eers, 2RpéThs oy ‘these towpanies lave prawn 3Lgnificau:1y and
curtently gtand at some $350 sillion ar - abeuc 15 pazcant of <urraat tgral
igdust - shipment. These axporters are nonpatingﬂan the basiz of qualicv
and marvice 3s wall ag price-and becaugn of cheir ‘lexihxlit; af
pradu::iau ate aften better able thanm rchelr canpatitors. ‘o Supply-  This
iz particularly che pase {a thd rapldly expanding’ wu:ld carke:z for
repevation aod 0IY products.

Ta paiacala ot echaneas {ta furure competltive. situdcian, the spetar will
Asad- tad respond pagicively in.a numher of criedcal armas.

1. :An iaercazad export aophdais in world markets by the scroogur
¢ocopanias whers adehs sppactmlbciaes exisc.

2. FRespond aggreagively -ln domestic sarkets to lacfeased izpozt
activity.,,

'3.-,Inpruvu :apani-y wutillzation caces chroughout the sector ro foprave
;ptﬁfi: margins and flaemeial s:rcngth.

4. IncTedsge sompamy aize and prﬂduct speclaliza:iun to lengehan
::ndu::inn runs apd fodoce fer palt ‘CoEEs.

5. [Iocresse raW adtarial uciliZacioa Taces oo reduce pac uokt coscs.

6. Dpdacs to.scate—of-the-—art lévels of oechinery and aquisment ¢o
_p:n:a:e-g:éhﬁer production afficiansys:

7. Emphaais .ao Brudun: inpruveman: and Langvacion i an acsaapc ce
pane:race pew expott aiohas of appartunicy.

Tha»impli:diions, Boch tégiomally-apd dectaraily,, of such 4 scanes by che
gaeTar puinE to Ehe need. for contiousd movement CLawarzd- canaaldidasion and
ratinnallaanian- Cucrencly chere are tnu man? companiay pursuing a.
shrioking markst ple which 1{mizs che seacoz s ability to dchiave Cha
requicad econenies of ggale and fipancial streapth caquirsd o Tespond co
the rhatging competitive: envirunment-

Depat=zenr.af Regiemal Tadustrial Expansico
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PACT SHEET

Couverted Wood Products

SIC(s) - 2541, 2542, 2543, 2549, 2599, 3241,

l L.
1 z-

3.
|I 4.

1980 1981 1982 1983

Principal Statistics 1973
Establishzeats 1,300
Eaployment 25,000
Shipzents (3 millionm) 1,000
Exports ($ million) ' 80
Domestic Shipments ($§ milliocn) 920
Impores ($ million) 85
Canadfan Market ($ miliion) 1,005
Zxports - ¥ of Shipmeats 8
[mports - % of Domestic Market 9
Iavestzent (S5 million) . 10
Gross Domestic Product K/a

* Milluork §1.2 billioa.
Manufactured Housfng $0.4 billion.

1,920 - 1,930 1,380 2,000
34,000 32,000 31,000 36,900
2,000 2,200 2,000 2,100~

220 308 210 250%*
1,780 1,892 1,790 1,850
135 167 123 ito
1,915 2,059 1,913 2,020
11 14 1t i2
7 8 6 9
20 22 20 2L
N/A /A RIEN NA

Miscellanecus Wood Products $0.3 billfon.

** Scatistics Cascada expor: totals do not include several coaverted wood
products. The additional export value is esctimated at approximately

$30 =illion.

Regional Distributicn - 1982 Atlantic Quebec Ontaxrio Hast
Establishments - % of total [} 39 25 30
Eamployment = % of cotal 8 31 31 30
Shipments. - £ of tocal 5 26 35 R]A
Foreign Trade J.5. E.E.C. © Asia Othersg
loporzs - X of total 1981 78 15 4 3
1982 77 15 4 4
1983 78 L3 3 4
Exports - % of togal 1981 32 13 5 (Middla 20
1982 72 9 4 East) 15
1983 86 6 3 3
Lerding Firms

¥icchen Cabfinats

Canac Kitcheas Ltd., Catario
Crestwood Kicchee Cabinecs bLed., B.C.
Citatfoa Cabinets Ltd., 3.C.
Xdechencrafc of.Canada ltd., Manicoba

Wiadows and Doors

Sauder [ndustries Letd., B.C.

Premiva Forest Products, dneario
Iobert Hunt Corporationm, Ontario
Jeshwood Industries Lcd., Qacrario

Manufactured Houging

At€o Ltd., Alberca

Treco Inc., Quebac

Viceroy Homes Ltd., Ontario

Nelson Homes Ltd., 3.C. .

Gensral Home Systems icd., Ontazrie

Other Convarzed Wood 2roducts

John Lewis Industries Lgd., Quebec

arzek Concracting Led., B.C.

Satin Fizish Hardwood Flooring
Lsd., Oncario

Tariffs* - Canada and Major Trading Partaers (¥ajor Products)?*

Cagadian
Maaufactured Housing 3.2
Wood Windows 12.5
wWood Doors 12.5
Kicchen Cabiners Ls.02
Flooring 5.5
Mouidings FREE

5. ZC  Jsemn
5.1 5.0 4.9
3.t 5.0 SREE
7.5 8.0 TREE
2.5 6.0 4.9

FREE 9.0 .9
4.5 4.0 9.9

* Sub=categories of sroducts are not f{ncluded.

**  Tckyo round L987.
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COMPETITIVENESS PROL.ud

ETLE SECTOR

Cattar Stacus

“Thé pulp dector consisce of 32 nills uwudd by 4l cosipanies aod has 2

zapackty of L1.5 miliion conads, OF chls 4% par zent Ls Located Ln.3ricizh
Columbia, 13 per canc{n Guebes, 13 per canc in Oocacio, g pat ceat Lo
Hew Brunswick, 6 pec ceat Ln Alberca ‘and 385katchedsn add I par ¢enc ia yava

Sautia.

In 1994 che saccar produced 20 millisn coeoes of pilp. OFf thiz' 7 aillian
tpnaed wera cxporcad Er a walys of $3 9 billica the remafnder was used
dameanL:ally

The total direct ecoloyment of che sector is iz,aaﬁ.
I5.13 escluated chal she seccoc ls 42 pércenc Camadlan owned.
The 3 largesc coopaniaz are:

1. MacMillan Bloedel Limired, 3.C.

1. B.C. Foreat Products Ltd., E.C.

3. Wesgar Tizbar Limiesd, ©.0.

. Great Likes Fereal Products Lad., Jntacin
5. HNerchwgod Pulp ahdd Tiwhdr Lrd., B-C:

The Hanagemen:fLabcur‘rel&tichs‘&éé charactacized by high vage demacds and
relacivaly long strikes.

‘ Hn:kets

Tha Uniced $taces is Cagoadaa largest cuscomac For mackes pulps  -altheugh the
5. L3 lacgely salf sufriaieuﬂ, 1,605,402 conoes. wara annrtad fram. canada
1z 1934 or Be pe: cent of izs impocc raqui:ecen:s.

Wegfarn Europs uses. annually lesa cthan nalf cha gmoyne 36 pulp ased {o- che

U.5, suc i3 meh less selfl suEfidient and puruhases afarly Lhrze cimes za

much marker gukls- agskly fram ;CﬂndinauLan CoUnLTLes. Canada supplied

1,725, 978’ cannes fo L9834 oz 20 par cent of the cafal westeca Surspean . Lapocs
rEqui:Eman: The European :arket Ls ‘mAbuce and wiil acavide few
spportunities for lacramssd markec ghare.

Compecitisn Evom Scandinavian pelp producers nas Lycrassed signiflcanely
sinee’ their zurrency devalusclions .Ld 1932,

A3is &5 ‘tha Saly ocher -dajar oarkat for markar pulp tapoceing uuarl?

1.3 nilliun gonned {2 some years +ich Jfdpaa acEUunclag £ef about halE ‘BE
thiz. Ia 1985 Canada. supplled 1,250,344 =onnes £o thid macker orfakoug 5
per. -ent of ASiz's tacdl tmnor: anulr=mant+

‘Investmeut snd Compecitive Poaltion

The . E*nanuial pagition of the eajoe foresz products compaalss, especially
che -puly sraducacs fn western. Cansda has boea arEcdfious - singe.che

Teceat rauassiun Ihaxr éependEﬂt? o0 iumber Ysvesus nas bean 4 T8 joT
aout fouring factor, Yary Lic:la. capleal will be 5va-labla for new
fgvascment ia <ha aear fugiyra,

fanadian ‘peadocers ars coupetltive wich Tespact ta zfze’dod age of;
facilicies, Wlsh respect to productiod coscs, Wescers -Cagadifan afllds 4ra
compacitive an the (.S, macker, but some fastern =ills ard losiag mana? ac
1984 gaillag prices.

Sulp -entars masc coyntries, facluding the [.5. Free of ddby.
Alechiugh pulp =nfors Tha EEC Juby—~Eres :hu;e:hﬁs bmian 3 COOSIRAC DATAISIENT

in the Eacs 9E dnwplag-and prica Eixing invaszigarions 2o discouraga ¥erth
Amerizdn sulp producafs Prom compering Bof marker shate.
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- ¥orth Amerisan peoducers ace cavniog incramsiagly to paciifc cin counceizs
brcdauge thig arza promises. some Iucur: growth and crade Ls leass
raskriztive.

D, Fedaral end Provineial 2rdzrams and poalicies

- fhe major fedaral prograw ls Che IZ0P, Thers d3 ndt ‘ampear <0 ‘be agy
spaclfis scovineial programs for thig pradusc. o '

E. Scake af Tecnnology

- The indusecy iz an avirage consldeced ra ba sechineloplcaily coupacizive Lo
adsc areas of preductlen. ' ' '

~  In.ordet :aiﬁ:a? 14 step with fpaoping cechaelygy during the auxc cea to

Fiftann ydacs chace L9 a need to leprova edecgy aificiancy, labour sosts,
Ethre yleld and. pallucion coacrdl.

F: Induscry Oufloak

- fPagecasts i1ndicace that while overgll demasd grawth tat papec and papeshoard
w111 he slowiag, demaad for pulp'will monclnue dn a telacdvaly high dgvel.
Frofitab{lizy 41l conftnue o be modest avaer che ahort aod medium teTm,

TL. I vlew of Ehe algh <adc of 4 greenfiald Graft pulp mili; [ 13 2xpected che

graad will be £o build TYE, OTHF. allla or warlstiaons of chege progessas iC
Loss than 30 per cenc @i the %Eafc aill cost.

- Iz s expaﬂt§¢ char kvafr wiils will usa incfﬁdﬂinéwﬁmbanis'Qﬁ’ﬁ;:ﬂuuud.

- aTs compericien o the ldceTnatiomal carkecs {qﬁﬁriﬁ’ﬁhqaﬂn i3 well) Praa
pulps prodiced Stom plancations iq.trupicalflacatiansj a.g. Brasll,

duseralia ¢ Aftlcan waanLriss.
. Cotelugian

— The Camadian asekec pylp seccor Ls spdpectifive [3.mast eXpdCC AsCkets G che
basls 4f-axlscing cdpagicy althaugh grafluablilicy ia aof 3L acrapfably
leveia. Exchapge races wich the T.5. gre carrently favourabia to Canadiam
sxports maklng Canadian sfoducees noc only compaclcive out alse yielding
celacivaly zood cetuIngs ’ ’

- ‘Gecansa of surrenny devsleacions ia Sweden and Finland <Canadlan produsers
Face: about- 3 30 péT geut cosc dlsadvantage 4a Eurape 4dd ocherc aackacs’
demtaaced py che Brandinavians. Qilvramey Eluctuativas ofzén cur’waizh-all
atsan cdmpahi:tue.iaé:urslsunh as cachnoiomy, wodd L0SE.oT 2UMLEY

= Lo cha shact tact the ralacively small eapaclty inceaases, raquired £o agec
expacrad: damand growth, <an be gemeratad 9y aoderdizacian aad pxpansicn af
wxlscing fdcilifizs. The Low profit levels af racémt years nave -slovad daun
the creatldn of fovesrmenc capizal wichin the LaduacTy .and betauss oL Low
return prospects inveschent capiral fram wucyidd che {ndngésy bug viczually
dried up. 7The lack of idvascment capiral is egpaciazily aoriceabla La
Yeszerh tanade whare mamy gplg_:nmpanies'alsdvygﬁdg:u lumier which has
suEZecad cough =arker conditioal aves laEgeT whan puls.

~ ia tha long zard demand Jwst a@ allawed o sakzh i with susply =3 produse
Higher ptldds dmd zenerdts tha favestmenc capical TotT aaw facilicies.

peparroent of Regional taduscrial Tupansion



FACT SHEET

HAME .OF SECTOR:  Pukp

s1o COVERED: 271

1973 L58L 1332 L1983 984
Establishmanta 9/ A 53 32 50 33
Eoploymanc afa Bia fa 22,140 21,109
Shipmencs (5 aillions) L,3G1% 4,200 3 hgoe ‘3,600 &, 1%L
txpoczs (§ willioaa) 1,059 31,320 3,233 3,857 1,903
fJoneatiz $hipgencs ELl 430 387 Tal By -
45 oilliens) 7
Impaores % millisash 13 an 8a ag 123
capadian ddrker {3 Sillioa} IR 483 455 429 31T
Exports § of shipments L] 1 0 30 37
topaces = % of domeseic aavkac 3 17 ig ] 25
*denokes es{inACe
2. HEGIORAL DISTAIENTION = Avarage over tuns Lggt 3 vedrs
Aflanelc Muehec gntario Wagt
Tatablidhmenzs - 1:0f total 15 I3 14 ig
Emplomany: = % of cotal L3 2z 17 28
‘Shimencs « T -2f cocal 13 19, 13 L¥

2a. SOUREIGR TRADE

1.3 E.E.C. azta prhers
laparrs - % of tacal 1981 45 HIL IL 5
LRA7 33 HIL g1k 3
1983 35 T, AT, 3
1284
Exparcs = ¥ of racal E98i 52 LEN 1 1L
L58% 53 26, 1L 14
1383 51 15 11 12
1984 i 5 1. b
3. MAIDR FIEMS
Lecdrian
Ownefsniop Hajee Flants
1. #acdiliao 3lpedal 3T canadiaa ZacT Albeeni (B.2.05
4 o -.';_"!._?l» Publia E_'-::gmll CRDywr L5.C.), Hanalee [3.C0)
1. 3.0, Foregt Brodacts 18% Canadian Crofron (3.2.)
ALR Poraign Hackenzle (3.0.]
. (413 Pdblie L
3, Wascar Tlaker TO0%-Canadian Srince Rupert . 3.E8,] Ceacliésar (5.0,
4. Graac Lakes Forasc 34% :Canedfan Tnundar Bay o
frodacis adh Pubbie aryden (dnz)

‘3. MATGR REPOSTS AVATLAPLE

1. Sactar Frodila L1984

.
>
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sageor: Pulp, paper amd sapephoard

sub~zectoe:  Hoxboard
- : Boxhoard

i.

srrgcture gnd Parformanch

SEouckirs

—  boxbhoard Logludes che #i:gin‘%ihra product. of splid bleachsd hexboazd

and’ vaste paper-based products of folding and rigid boxboards.

- in cerms of trade, -anly solld bleached tg.af signifizasce but expocts
‘are oot large.

- 16 mills ace whally or pureially angaged 1u the produgedan af paxbaacd
tut onky 2 nave celacively signifihﬁn:“mptgqt'ﬁfﬁﬁﬂlid‘hlaa:hgd‘buard;

- 90 sar cent of cspmalcy Ls lscaced. in-Eagtern canmada, wich tHa balance
1 %0 ' )

, = roeal smployment la tha gradeg, astlimaved ac 2303, &7 dizeribuced

cegionally it che folléwing parcentages B.ls 10, Optaele ¥1; Quehsz 33,
tagitimes’ 6 in-a abx.of urbas and suplylag areasy

- the asjor garket Por the aills ia tha domescic conyerting Loduatdy;
‘aXpgrTEs arfe not 1.gignificant g:aﬁarcinq‘bf ghipmencs, amaisoting ]
3 Eo 4 par ceat, QO averige.

~ Capadian ownseahlp axtdads Eo almest 30 per Tedf OE Ctha capasity and
Egrwﬂrd‘ih:eg:gckbn te the ‘eoovertiag process affects shout 30 per cent
ot grade capaeity, io- chies allls awned by zhe sdme company .

Parfarmanca

= capacicy grawch ginca 1972 haa bean mpdés:*ﬁavgﬁaging 1 por gaob par
year:y

~ dpmand srgweh in Ehae peridd fas averdsed zlighcly lass chaa | par ceat
and 1s woe sxpacted Co change significamcly ia cha long~fHCm.

- surzanely tha demand/capaeicty tacio Is 4:3 and may adgs zlasar ca buE
sot reggh 1.0 io the foraseeablie EaEuce.

- gartala of che ;raaeﬁ and’ weighcs of boxboacd :ﬂnuiiue ta dapead ar
1mpar;ad*ua#te~pape: Bac thaic fibre furaish.

- #ising sili cescy cumtlnue 2o ergda fas dnmgg;ic:c&mpéti;t#e‘pqst:iqu of
the miils vis—d-vig 1.5. mills and Lppocca of U3, boxboacd are
dipezeasiag skouly Duk apeidily in caccain-grides.

- salid.bleached boxuascd ta thé pringipal laport zrade.

- ip tha goncext of a NoTTR American @athec for borboard, the dacastie

pasizian of Canadidn milla zener3lly is bagaging Laccrasinaly vuinerable
ty displacemasc by .3, milid as supplidrs co domestiz dumaid. )

icreagtnes and Jdeskiegges

- ag warld-scale aLlb {BOG=1000 =.c./day cdpacicy] exists in che subssctar
in Cadada. '

- .oane Ls likely by raason of algh caplzal and sroduccloa oodcs and
limleed markees and ZEouth prospdcrd-

- acsnomies af seals. aco aot, dor gver llkely fo be, availabla.to canadian
=fliy by reasac ¢F the Limiced alze of market.
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“whila home nazucal Apecizlifation; 1o syb-urades pruduhed 13 avallable

o che ailla; the Lipiced wart%et ancaila thals being “too many Chings o2
11l peaple” i

fnarupeiona ln supply from labour disputes is a cguse for concath Ld
many Eanﬂdian bowmakeras

rha dnmea:in nnu:ainar wacicae L under st:uug udnp&:L-i?a ‘Drice pfaésura
Item i, §.-hasad codtiiase aruducers, dareimilarly in zontaisers used fae’
liquld dairy products.

Trada Yalaoted Faczers

golid hleanhad boxboard :nri:E tngo Canada has haec raducud due o a
Camadadtl 5. ag:EEman: in cha Tnkyu fouand :u ceach 6 5 gar cénf an
L Janua:? ‘1987,

all other grades af bogboard will reach 9.1 pér ceat 9w L Jaduacy 1337,

as ia thé case pf° linechoard, zha, karifi on swlid bisdached boitboard will
ba af lésger ingorranca thin the sescectian foao the axchange Tacs
vig-3=yis Ehe 1F.3.

ac rhe mLli.snd he zoovarcer level, tha ¥.5. has hedvy prica advantagas
ovar asadlan. spuotarparts.

R5=T0 per rcent of deonsatic denand 45 creacnd by uon-;ncew:a:nd
Zonverfees whe, Lo i3 .azpecesd, would source auch af thulr board
:Equiremaucs in tha TiS., glven nparer pa¢ curteaclea:

f_’yEm?ﬁ 7
/870

Techoolaogical Faccars

Tachnnlqgical laaders in this grade ara zoe T.5u; guweden and ne some
axceac W, Germzny - e:uuﬂmxes af sealaace MOE avaflabla ca uﬂﬂﬂdtﬂﬂ
miils in the '§uhssczor mot are they likely b2 ber i Zhe leag cerm:

ganadian afll Facili-ies°cange from eudera ce old and ara aanarally
seldy zhe level of G.5. and furopean. SounCefpasty

qome maior ciovartecd, oprtavky uuppliars £ che tabacco p:udunta
{aduscry, cidin chat qualfey (hedoe EuﬂEﬂLLLLY SE‘the hgacd over high
suaﬁd p:esses] is the cabge-oF loozwadsd lfapoves 2f sokid sleacned
bokboard.,

Other Tactacs

the %1l .produst (3 the caw aazerizl far the foldiag cacioo and sdtup
bax domestic iadeaczy.

almnst 70 perT Zent . af the domegtic demand ariges il rom “1dependen= il
ﬂun-iq:egraned vanve: tals.

£ c.ahmeu tagk aof reapogse By wills £8 cogverter problems’, of quall ¥
prlze ege., '3, annnrding ta L:nucrzers, cne-cauge af the flsa in
loparts.

»
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1. federal and Provimaial Sregrams

~

the major assiscande program 3 TROE.

Ao pravinge aogears Lo, ‘hava in placa any speni:ic palicy aEfn::ing the
gubsastor. .

ag a taayls DF Thae MTH, chd domastic markat Ls slawly avalving jnte a
Worch American carkek, '

pazeapricns of che Comtdies Act as-{¢ relzces o domastic Zarkeciag have
canfloied to weep che oilla praduciag ¢pa many grddes io any oone @lll.

i. Evelvlogz Zovironmant

14

a gradual Bub steady mrosion of cnmpa:itiva pasicida, wis-&=-vria
U,5.~kased oradycar allls, Ln the domestis #srkat continues.

in 3=neral Ua3. prnduca:s ata likely co adlncain thefc slow buc sgeady
in::&aaa wEf exports.inte Camada.

_zolid blasched Boxboacd Lo parciculary wish ics Luue: Cacadian Eagfif,.

will conttaue to be aiprime carget Bt éompetition from .5, mills,

a-devalopiag and' 2véncually subatancial =arket foc multi-lsndnace solid
blzached bexboard for asepble packaging L2 ‘forascea.

Pa acher boxboard gradas, real demand geoweh @will be margfinal iz hesc
riflectiag praducc subaticacitn cogathei: ith some. displacemanc hy k-

concainer Loporea,

< aill speragidg raras in che subiactor are alresdy relacively 1au.;ﬁd

liccle fupeovament Ls Lixaly through che long ters.

any subscaafial léeé of market would lower bne operacing face
anpzaﬂiably ang quickly {mmerii che wiabillty of tha mill.

regional =ill enploydent loas wuuLd be bhighese ip ‘Oncario aod Quetiec,

eRploynent AC rlak: Lo cheae pravinces La 460 iAn a mix af ucban and
tural centres.

in short cerm=, ac leiat ca 1990, the gaccar will teilecc zhe geasral
‘tndugtry problem of weaknass in corporaca findasisl scoucfures,

Compakirivanéss 4sgsasmant

produce af sub-gaccor is aak Lnternariodaily. compaticive apd- has dd
prospesta for focreaslog ewpoTia.

withia Lty "matucal™ mackes, {L.e, dogaacic), and in che congert af 4
Gocch pmarican aarkac, tha sebséctar i3 1n a weak compecltdve. pesision.

" in che grade of selfid bleachaed boacd, 4 gacs lcular Eibee cost and

flbrz quality disadvan:aga Capadidd dgaiust U.5. leLs

the Limliced acala 3% Ehd s4h5u::or s mgckat and c5 nacgical veel growzh

peeelude Hurld scalu facikiclas.

che apeioy ig to upgrada facilicfes throygn aajer Leproveseacs and
terignalized product linea foe effielsncies Ln labnu: aad Iibre

weilizaclon..

frprevaseics ‘on chis scale are asciinted Lo reguite 390F to 3309 zillian
avar Ehe ghert tacm.

3ivan che precariocs: uBu;quuit? paelzion, fhe iadusdcty caanoc uodsclaks
addtzicnal dabe flgancigg a chis cidme.

Jeparsment 9f Aeglonil Tadustzizl Twpansion

' ___;.;



FACT SHEET
HAME OF SECTORT. 1?1..1.!.9, Papar and Ea’pé:bbe}:d 515(-53 COVERED*: 2713
qyhgecrac: 3oexboard
.. PRINCIPAL STATISTICS 4 _

: i 13F3* L2HC 1981, L982 1981
Ereabllsbments 16 L& is g L
zaplaymenc. (2} 2760  24B0 2620 2300 2535
fhipaencs (juiliiens) _ 198 . 1HL 137 2332 L077ad
‘Frpss Domescic 5rcduct {Candcanc L??LS millions) Not availabla dpafideatialicy
Tovestodat {8 3111Lnna} : taquirszentc Ln Fub geoupds
Profits afcer cax
Exports (5 =dlllans} & L3 13 1% 14
Dameatic Shlpmants (§ ntllians} 134 292 Jal 1na 93312}
tzpecss {§ mllitleos)y 11 2 21 ran E:
Canadian Market (S milllcns} 05 eld) 363 158 &310R)
_x;ar g =X of shipments 2 4 e & :{e}
L:por:s =% gk damns:i: agrhac 3 & a 1t LLE&d

Z. TREGIONAL DISTAIRUTION = Average over Gha Laac ﬁﬁrea:a

Aclantic Québec (mgacla  Praivies: 3.0,

Escablizhmencga = % of':n:al 13 Tk a8 8
Emplovmenkt - % of cocalfel 3 32 1 L
Shipments — % of cocal ) Hec available
3. 2. FOREICH TRADE
rar'-;igu“-::add. Uads f.8.C.  agia  Othery
Loporcs = 5°3f total 1281 T 00 - -
1582 99 - - 1
18933 33 - - il
!
xporsg - % 28 eocal 1961 99 L
1932 39 y
1983 99 , L
3. HAJOR FIRMS
Hame. ownerghiz Logcgtfon of H3jog Plants
1. Ealkln Eanannrd Canadiam tgniapvaz; B.$:, Toronta, duc.
2. Sgaver Woad Fibre Amarican I&arald fn
i, CIP Ina. ) Canadian La Tugua, Gue.
4. Gasgadeg Paper tanadian Jonquidra, Quaj fast Angus, Jus.

4. MAJOR REPORTS AVATLAPLE

daca Typd_sf Ieparb. Toar
t. Review a8 che dimadian Joreec pescription and asalysis’ Hovenher L9738
Froduets I'.:l.d.usl:"'.'f of cha loduseoy
I. uﬂn'crt‘d Fapar snd Wood Bescriprion of ‘gubiedroe '
iraducts Profila | agd companent 3IFMANLI . fanuary 198%

Yoea: (2] deneces cacizace




Sector: Puld, papet and paperboard
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' DEQLASSFIEDDT RECLASSE
EXTERNAL AFFAIRS = AFFAIRES EXTERIZURE,

Sub—-gector: Coatalaerboacd
AU AL LSS

i.

Struczurs

Struccure and Performance

.

~ containecboard {ancludes che virgin fibre oroducts of krafe liser and
seal-chemical corrugating medium and wasze paper—based products of
recycled linar and corrugacing wedium, "

- {a terms of cradas, only krafc liver and semi-chemical wediua ate of '
siznificance. .

- 18 mllls are wholly or partially engaged {a production af zhe four
grades buc of these only L2 preduce the key virgin 3rades.

- employmsat in the subsector is estimaced to be 4800 wich e=ajoricy ia -
ontario(36X) and Quebec(iST).

- 75 per cent of capacizy i3 located in Fasterm Canada, Ontario and Quabac
wich the balaace ia the vast, dricish Colunbia.

~ eastern ullls are essentlally oriasated to the domastic markat and are
ma jor guppliars to the domestic corrugated coatainac producers.

~ wastern mills are ovianced to egxport markecs and account for 30-83 per
cent of all axporzs {a the kraft linerboard zrade.

- eastern mills are Canadian owned and heavily {ategraced Eorward to the
coaverting orocess L.e. corrugaced confalnecs.

- by contrast both westecrn kraft linecboard uills ara foreign-owned and
only one {3 {ntegrated to the small-scale coaverting process la tha

region.

Perforaance

~ in the pariod 1973-1977 capacity fn che coacainerboard grade contiauad
Lo $Tow, O average, at & peg ceat annually.

- ia 1973 Labrador Linerboard L3d. closed, withdrawing substancial annual
capacicy, (315,000 =m.c.).

- ia 1973 growth rasumed ac i per cent annual averags aad continues at
cthac rate.

- concgalnerboard denmand is dcivenr by corrugaced contailnec demand and this
lacter growth has 3lowed markedly and is forzcast to ba 3 par ceac
anmual (aco che foceseeable future.

- {n the =ajor grade of %raft Ltinerboard high-cost Eibre {s used ia a
Llaw=yiald pulplng process to produce a Low-value product a2ad mill nec
cecyrus are low. ’

- gnat veturus ace such chac che =4Lll capital tormacion raca L3 izhiditad.

- cislng costs, aspacially of fldre, arc 2roding Canada's compesitive
posicion in the world warket.

- Canada {5 a residusl supplier to the world mackec in kraft liaac and
haid, ia 1983, 7.3 per ceat siwra vacsug 3.1 per ceac in L977.

~ lacTeaslagly Canada's posftion {n che Horth American macket for krat:c
linerboard i3 becoming vulnerable vis-3-vis U.3. mills' cost and pricing
gscructure.
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2. Strengcths and Yeasknasses

Stfucture

no world-gcale oill (1000 m.c./day capaclty) exfsts within che subsactoc
in Cacada.

none i3 likely because of high caplzal and production costs.

certaino economias of scale continue fo bde deaied cthe Canadian {nduscry
becaugse of this lack. )

eastern wills compound this disadvantage by making Coa aiay grades {a
any one aill.

no iadustrial adjustment (s undecsay fa cthe subusectoc.

intzruascional competitivanass {s erading and high transporcaticn £9sts
2o world aarkacs compounds the problem especially vis~d-vis Scacdinavian
and U.5. coapetifocs.

unstable labour relaclons are¢ laading rto ounerous sales concract
condizions aspecially €oc expocts.

the domescic container 2srket Ls under stroang coepecitive praessuze fToa
U.5. coatainer oroducers and cven the capcive market for Canadian aills
{5 very wulaarable {f Canadfan dollar appreciaces.

developmants 1ln the coatalner industry will call for a higher quality
linac and Lt i3 moec yer clear whazher Canadtan mélls will be zble to
undergaka the necessary up-grading of cheic facilitiles.

Trade elaced Factors

Caradian linerboard cariffs have been adjusted, downwards, as a
cegult of 3 special Canada/1,S. agraemeat during che Tokyo Round.

the aew level, 6.5 per cenc effactive Jaavary L, 1987, uill provide oaly
nontnal sroceczion {n comparislon with che non-cariff protacclon
afforded b5y che Cda/(.5. cucreacy taca.

of the five suppliers to the Linarboard world narkac, Canada zanks chird
and is virzuaily a cesldual aupplicr, with a similar capacity raakiag,

1933 world =arket serceatage shacres vere U.5. 37; Swaden 28; Canada &;
Finland 7; Norway aegligible.

{n semi-chemical corrugating medium, Canada had 25 pat cenc of world
carkac L{n 1983 aad canked third zarginally below Swaden, and che §.5. ls
not a sigznificanc compectitor in chis grade. :

world capacity and crade Lo krafr liner is dominatod by the J.3. as the
low coust producer and nrice leader.

EXEMPT
/5 ()

/

-
Techaoiogical Faccors

2conomfas of scale are not presant in Canadian aills nor are they a
valid opcion now aoc ia the Loag tara by tesson of nigh capital cosc,
limitad domescic markec, high flbra-cost for a Low~value producz.
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- (gnadian Eacilizies, in genecal, ace halow ‘the sca:e-or*the-art af wany
7.5, cuuptarp;::s,and Learkly balow these of Swaden, and pfobably
Fialaod.

- the‘lpw valué of:the praduct coupled with.a low cace of capi:al
formaciss Eohibigs che abllicy af Canadian ailly @specially ino .as.evﬁ
Gangda, co dpgrade praductian facilicles,

=~ the zingle foraign owned mill, lacated to B.GE., appaars o ba an
excention and the Padilities ara modarn, although ok of Che geale of
many Farelizn milla.

Ather Factors

~ the.ofll prodect ib che Taw macetial Eor the corrugated cantainer,
derend fer which: LE 15 clogely zied to econsele condicioma L speuLEic
oarketd.

- the swmbiozic rala:ianahip af the primary aod :unvertlng suhigetdrs
craosmita che conversing’ gensieivity £o che mills,

- tha realdusl - auppiimr role of Canadian mills £a che uurLd markeks
raldforcea chis senax:ivity wheEcR SEpoTES ACH coazerned.

Fadoral apd Provinsial Procrgms. aod Bolicies

the major agssistaocs grogoan 13 IRDP.

3

= theca appears Co be.no speciflc pali:y in plaee at che proviasial level
regarding, producer mills La this subgefcor..

- caclomallzaeicn of producs limes would dssiat Ene toompetizive position
of £he easzern mtlls, .

- the dommstlc market, as a resukt of che TN, is eévolviog inco a-Socch
american market.

- pEEbEptiﬂnﬂ of cha Comfines nte in a domestic-farkering ¢ancext kesp
sascern milLs frvon ratlonalizing ehe production of Too aany g-adaa in
one milk

Srplvipz Zavironmanc

-~ =he-szadusl buc steady arasico o€ che world csmgetlc-ve pnsxtian wf eha
fiduscTy Ls ;ar:icularl; wpugé in Ehis subsactac.

- ip che grades af wrafe limac and corzugating mﬂdium, zagtacn allls ace
likeLy o ba sguesred fut af fucapa,

~ tp the iong cerm westarn-mill iinee production i3 Likely o iose aajsc
ar ¢pral shave Lo Eucape.

- la thig event, wastemn praduccisn 4ill gaeik za wBfset Zhid Loge io zhe
Far East cArkecs.

- in chiz carket ares fhe sole-campeciticn iz U.S.-based zad &zl stricg
an all caunks.

- uomeacvcally, the s#asztere.oflls a:e nighly vulanrable o logs of aackec
and will ba axposed To dlsaa::uus sz if: the sucvedcy exchangas gap L4

513n1f1aanuly redusad,.

- zeulonal Sill €mployesrnc impacc would be stromgest in Oacario.and
guahee, C

- saplayment act risk in chede proviaces ls 99g2 3,400 jous, all ia
putlyiog ar single. loduscry. cummanin¢us+
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%, pPomparicive Ashessmeit

gcnc'al‘v speaging Canada . enjoys only one .oost &lam&n:
aduan:aaa - ena:gy+

fa athar cuai.glamants naq:a;n.ﬁanaﬂ;an @ills apk peorly placed agaladc
.. and Séuadinavian eoupaciclon. - ’

this positisn !s‘éxpéqtadjbﬁ daﬁériuratd'iu:thér;

weatern pruduntinn o3gLg are. ralacively bacter chan the na:ional avarage
buc this differadcial s expactad Eo ba aEoded oveespime.

chees oajor pfnduue:s {n azakarn Canada may Eace 3, ddmisién ta :laae
chaic Eacill:;es -1+ upgcnde B ddnvact Co-pchar prudu:ta.

for chese groducera the. dorimatad cdpical =aac ot ¢onversion or
up—g'adl1g 1s EQO-51, qnd ailliow.

hecguge.of ‘he Limi:nd papiral formacion :apaclny 2f che sompanies
:unqernad e ig-likaly char governmsnt assiacaace. will be soughg.

Department of Jegional Igduﬁt:ialgﬁxbaﬁaiun



NAME OF SECTOR: -Pulp, Paper and 2aperduard

Subsactor: Containecboard
1. PRINCIPAL STATISTICS
Eatablishmants

Eaploymenz (e}
Shatipmencs (Seillions)

Gross Domastic Producs (Conszant 19715 aillioas)

Iavestmenc {§ oillions)
Profics after tax

Zxports ($ alllions)

Dozmestic Shigmencs (5 amfllions)
{mports (5 millians)

Canadian ¥arkecr (S mfllions)
Zxporzs - % of shipments
I=porzs = X of domescic zatkes

FACT SHEET

SI1C(s) COVERED¥: 2713}

1973% 1930 1981 1982 1983

18 19 i8

3300 3100 35400 4300 - 5500

13

152 350 603 517 $77(e)

Yot avallabla confifdencialicy
tequirezent in sub groups.

65 192 167 119 152

287 358 &35 398 425(e)
6 5 9 13 13
293 363 445 41l 340(e)
i3 is 28 23 26(a)

2 i 2 3 3{e)

2. BEGIONAL DISTRIBUTION - Averagam ovar the last 3 years

zseablishmancs - £ of cotal
Employment = % of tocal(e)
Shipmencs ~ % of tocal

Z. 8. TOREIGH TRADE

Forsign Trade

Iopocts - £ af tocal 1981
1982
1983

Expocrts - % of tocal 1981
1982
1981

3. MAJOR FIRMS
Nama
. Doscar Iac.
Congolidated 3athursc Ine.

CI? ILac.
.« Zucocan Ltd.

[al ol L ol
.

4e ¥AJOR IEPORTS AVAILASLE
Naoe

L. Raview of the Cianadlan Forest
?toduccs lndustry

2. {onvercad Paper aad Wood
Products Profila

Wote: (e) denotes estimate

Atlancic Québec Quntacio Prairies B.C.
17 33 33 L7
11.5(a) 8.4 .7 18.2
Yot Available
B.5. E.E.C. Asfa Othars
100 - - -
Lo0o0 - ’ - -
100 : - : - -
21 35 20 2%
29 32 22 L7
32 36 L7 L7
Ouwnershio Location of Mgjor Plancs
Canadian Trancon; Red Rock, Missisauga, Onc.
Canadfan few RLichmond, Que.; 3athurs:s, Y.3.
Canadian fLa Tuque: 4acana - Que.

Can/TLnland(50/5C) Kitimaec, B.C.

Ty7oa of Reoort Year

Jescripeion and aecalysis Yaveaber 1978

of the {adustry

Degcription of subsector

aad component segmeats. Januazsy 1985
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EXTERMAL ‘bl DR ATES 26 EXTERCURES

s2zcrar: Puln, papar and papsrboacd

Sub~gector: Ganverted Irocduces

Segment:. Ooeruzdifed Shipelag Cadtalpacs

1. “Strugture and Ferformance

‘A) SEruCCucE.

= the eafrugaced concalper segmeoc ks che lacgest of Canada's packaging
LnduscTy. ‘

- pfu@hqtiﬁﬁ JF chada coubalsers gecars im all ocsvinces excepc Prides
Edward Islaad,

- in léﬂzi 11 estabLishmhu;s,uaré'classified za thiz segmenc,

- in 1987,-6l corrugatar ualts wers ip sezvice wich an esticdced agmual
capacizy of 17 billlon square Eeac of carrugated zheet produstisa.

= 14 15983, cocal produtcicn apd related workacs nuﬁhe:ad.?.lﬂu.

- wersigal loesgraclan Ls praalnsne in tha segmaac.

- approximataly A1 pec ceut‘pf coiTugakor capselcy fa- lategreted with aill
_pfﬁduttlpn;

- ‘approximabely §7 per kedt oE corrugacert capaelcy.ig shazed Gy 3
;nmpgniss,;uﬁ anAinceSra;ad bagis, thdc -agooomnk Enr‘alﬁdg: 70 pet ceat
¢ ndcional shipmencs of the. prodact.

- gimeeahip <lo the segmenc 13 alwost torally Catadiao.

~ Qacadie and Quebec hald che @ajor zogicual concedfracian 2F-capacity ac
47 nﬁdiiS'pgr 2ant raspectiveiy.

‘- principol demand derives Econ -the dommstic market, expocts.are wiuimal.

bt PerformEoce

- in :he matiad 1975-82 2 sew sorrugacer plancs-and 32 shasc plancs were
added to che as:nhlishnent pruLatiDﬂ-

= ia the parisd E373%= 31 ampLayman: dactersad by 1, 050,

-~ 1n the period, anonal demand zrowch degpped .Co ) per cuur, “en Avarage,
Froo che 7-2 per ceat cecorded in tha 30'% sad 40's.

= Lo che =azly ?ﬁ‘s, the Wvercagpacicy prablem. amtrged and has stnce becsce
] cﬁ:enic cnnﬂi:ian in che“adgoment.

R tﬁe grcicd, the: ave:canacit; has lad p:agr*ss;waly to a highly
woopacicive cartes..

= zompatloive’ pribing, espncially An ﬂntarlu and Quﬁnec, ta Lfie face -af
ri;ing cogts nds raduced: carzing and inhibiksd the cste of zapital
‘farmacion L2 anAsegman:.

- apdest sraductivicy zalng hﬁqc hesn gutpaced by labouar Jage.zace
lriceeddess

- gaw aarerial coscs have cised shazply ip che periad.
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‘having flilEd to matth che labodr peadugbivity galns, and denied fha Sdw

~mataria o8t advankages of 0.5. producers, ERE Cinﬁdlaﬂ p:udun&:s have

ios: cuﬂputiti?e'pnsininn.
Canadlao grnd?cecs. desplce che cucTsacy advancage, 402 totally
nun cumpe:t:;ue ia che Qi3

B.53. prqduceta, dagplee their cucmenoy disadvantage, ar= gompeticiva fn
cazada, mspectally Lo dnfacis aod Quahac-

\
Strengehs and MWeiaknesaasg

zhe absalute siza add wser deastry ‘of W.53. régleadl markers afFobds

cpuur:unit? foc aconopiea af scalik and spacializa:iuu 2o aaay (1.3.

producera.

Canadiaa prodocers, aven. in oncarlo add- Quabae, have 7ictusily oo
unpur:uuicy to achldave acononles of acdle In the compagabivaly small
véglooal ma:kets.

peadecrion tugs ia many Camadlan COrTUgALAT plan:s are gharasterized by
ralativaly apsll quanclties.

the frequent nachine éhaoges laflates grnductinu e¢ogcs and lewss plant
ufficiencics nverall.

in addiclen, rela:ively larige volube wdsTs gpreai hhair ‘ordars among
savaral produser compadinss 13 a mALIRE uf pu:nhasLng ;uLi:y.
transpa::atiun ‘goats are @, limicieg Factor in :ha mgvament of, che
prudunn Lrom plan: Lo ySEL.

=ranspur:a:1un cua:s insulage tha ceéglonal mackacs Ln Canada Erun zaen
BLAEL,

tranapertation costa serve ©o Limlt che yorch american market fres fo
hn:da: s:ates ag jsinlng Qucario and Quebac.

the noczal ande af fraampoct ls ceucking, did-a this cosc elament che
0.5. p:udunec has cnat advancag=s aver “the Eanad;an peeducer.

|
Vlradé Felaced Facrcors

ihe anly cnmpa:*tur to Canadidn producacs Ls tle ¥.5. councerpart.

by b Sanuazy (1387, undar che MTH, che Cauadlan tarif‘ il ba

9,7 par ceac,

By 1 Janusry 1987 the corresvonding U.5. zariif will e approxisacely

1 perc cank:

for Canadian lprodicacs the priacipal impert grececzlan is grovided ay
‘the: uurrency\axchange.

kowever; bthd-currency. axchange ia aokb: 3uf‘1cLarn to Lakezage fanadizn
contaifer exports e the T.5. at this rima.

dh-q uatiaﬁai:hﬂsiﬁ. Ehe i35 ‘narkec 1s appreninataly LI- 14 cines the
size af the tgnudian na.ke: snd seaduccion -apac‘t"&s ace fn conparable
racio:

reglional 8.5, markecs.ad jolning Jnzaria and Juéhge aze approwiracaly-3
<o & times :Hé“tamp;ned'Qnﬁa:infﬂuehac izt elzh pgoduccion Sdpaciby
2z.an n_stJ.lml:Ed. co :;!"tiGIHEI- Tacia.

U.5. praduczrs lo thesa beg‘anal maTkats -are agony ke aedc coRd
afflziant pepducers in tha 1,8. and aperata cundiscen:L; ui:ﬂ Libhguz -dnd
parzrial cosk cabiss below the T.5. avacagd.
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-3 - EXTERNAL AFFLRS = AFFAIRED EXTERIZURES

- average U.5. labour cusc into the product, as a peccuncage of che net
sales dollar, is 48 per ceat of che Canadian average racto and U,S.
macecial 208t is BO per ceat of Canada's ratio.

- this very competitive U.5. cost scructure casults in a fully compecitive
prica lavel for export purposas.

- the compacicive lavel of {.5. prices i{a proximicy go the Oncario and
Quebec major Canadian regional cackecs, can and doea influenca Canadlian
peiclng 1a Oacario and Quebec. '

= the formec high rate of 3rowth has been rapiaced by a sharply lower race
but s still closely tied to performance of the economy.

- the capacity developed in anticigacion of contiaued growth ac chat
earliar rate remains in place and constituces a chronice’ overcapacity
probiem thac has been aggravaced by the prolifaracion of gheet plancs ia
the decada to data.

| emP 7T
~ X 20

—

%) Technological Factors

- ia general in the basic tachaclogy lascalled "ta~plant™, che Canadian
aad U.3. operacions are coapacable. '

- in a combined application of industrial aagineering aad caplzal
Lavescaeat, #.S. produéers nave steadily Laproved labour usage
afflciency vis—-d=-vis their Canadian countacpartg.

-~ che §.5. producers are woving heavily inco new corrugacor technology ac
a wuch faster rate than Canadian producers.

- unew graphics-relaced cechnology is in place in ¢ha G.S. im ausbers, but
only modesc Canadfaan capacity will be in place {a late BS.

- aach technology i3 expensive.in {23 own righc and only very few Canadian
cozpanias cagu afford co acquire elfther or dazh, at this ciua.

c) Other Factors

~ In genecal all major production equipment is sourced ({n the J.3. or
affshore and, pricad generatly in U.S. Zunds, ls relatively woce coscly
for Canadian than .35. buyars,

=~ the sagment i3 sansitive to che pacrformance of the Canadian ecohomy and
as the 2conomy goes so goes the demand for tha contaloers.

}. ‘federal and Provincial Programs and Policilas

- becayse of che caronic ovarcapscity condition most [RDP applicacions

have “een rajectad, egpecially In the Ontaric/Quebec ragion.
- — . . . . .
el at) — . 7
EXENIT
/5--(/)
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EvoLvingﬁSuvironmanc.

= o Loprovemenl in the nodest real demand growth is focesaen.

- the excess capacity overhanging the aatket will persisc unless producer
action occurs co withdraw capacity and equigmenc s scrapped ot
exporced.

- wmoderaization f{n supporc of peoduccivicy laprovegeat {s likely to
iacrease capacity ia the segment.

-~ naothing oan che horizon guggests &ny change in the role of the coantainer
as che lowast~cost protective shipplaug package Ln the world's
distribucion systens. :

= highly coopeclitive priciag will pecsist in Quctacia and Quedac,

- 1lapcoved wargins will likely be possible oaly by saking the preducc for
less i.e. cost reduction will be {(acreasingly necessary.

- while lowar material cost is a victai costc veduction requiremaenc, ic s
difficulc :o:contemplace any s{goificant degree of success being
achleved oa the basis of Canadlan suppliers. .

- the major raw aatarials {krafc linerboard and semi-chemicsl medium) are
produced from a loweyiald pulping process using high <ost fibre.

-~ oppartunicies for siznificanc aill pcice‘reductious are limited in the
case of eastérn atlls aad lower cost wescera wills zanmot =concmically
supply che eastern coatainer producers. )

- 1.3, producers wili continue to {mprove thair cost racios ind {nccaase
their cowpeclciva position in a liberalized {orth Amacizan wmackec,

Conpatitivensss Assegssent

- <{Canadian producers, oa average, ace noC compecitive in the U.3. 2or
offshore.

- Canadlan produycers, particularly ia Oacario and Quebee, ara noc fully
coapecicive agaiast Y.§. producers ian the Canadian zarkec.

- {2 che lacger voiume ousiaess, Oncacrio and Quebec producers f£craquaacly
hava 2o macch U.5. prices o cataln Canadiaa business.

.~ the rasulecing loas of =arzia has {wpairad capical formacion capabillcy.

- rcaw material cost advantages will continue to lie vich che [.§.
producers decsusa of i.S. Ffibre gosc advantagas.

- che MTX taciff reductious will be fully [mplecented by L Jaauary 1987 on
corrugacted coatainecs.

- the final Level {3 9.2 ger cunc and by {cseif would provide ilztle
procection againsc the coopecizive price levels of 4.5. producers
seiling into Canada.
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- the principal proceccion of the Canadias market scems feou the relativa
waakaess of the Camadlan doliar ln relatioa to ¥.§. curzeacy. )

- aay marked cucrremcy shifc towards par would likely cesulc {2 substaatial
U.§. 1impocta pasetracing the major Cacadian markats of Qnctaric and

Juebec.

FAXEeEmPT
~ /50
’ f
M —
- iabour cost ratio lmprovement lles wichin the comcrol of tha producers
and filivre to achlave cost reduction in this element will rasult ia an
laccease of competicive edge for the T.S.
"~ paccticularly in Oatacio and Quebae, Canadfan producers oust uu&ercake
{nvestzent la new corrugated techaology and Loproved graphics aond must
aegotiace less onarous machiae aanning tequiremeats L.a. alimiaace

feathar bedding practicas. .
- while the segment believes it should stand oa {ts own fect, its ability

ta do so at this time is open Lo quasticn.
-~ both cha aew technology and chsnged msaning raquireaancs reduce

.e?ployéan:.
ExemPT
/5 (1)

Depacrcgeac of Repional Industrial Expamsion

2oy
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PACT SEEET

HaME OF SECTOR: Pulp, Paper and Paperboard

Jubsactoc: Converzed Products - Corrugated Cantatlasrcs

1. P3INCIPAL STATISTICS

Establistmencs
Zaploymenc (e)
Shipnents (3mtillions)

Grass Domascic Product (Constanc L9715 atilions)

Investment (5 afilliocas)
Profits aftar cax

2xporeg {3 ailiions)

Domascic Shipwments ($ afilions)
tapores {5 aillioas)

Canadian Markec {$ oillions)
Ixporcs ~ % of shipmencs
laports - % of domestic sarkec

—

SIC(3) COVEREZD®: 2732

1973% 1980 198L 1982l 19332

77
8243
417

o

108 107 S 81 RFEY
8787 3313 7202 N/A
398 1050 1001 1020(e}

t availabie - Confidentialicy

requirement {n subgroups

1
416
5
421
0.2
0.1

S 75 T DR OFS I
895 1046 1000  LJL9(e)
20, 59 29
915 1067 1050 L0aT{e)
0.4 0.3 0.1 4.l
0.2 0.2 3.6 2.3

1- - Extended lLabour coaflice ({n 1982 affecced aajor portion of domestic industcy, |
7 - Principal stacistics for year aot avallabla yec Erom Stacistics Canada.

2. BREGIONAL DISTRIBUTION - Avarage over the lagt 3 years

Atlaatic Québec Qanctario Prairies 3.C.
gscablishments - % of tocal 4,5 22.5 53.9 LL.6 5.5
Eaploymanc - 2 of total 4.3 28.8 49.2 11.3 5.3
Shipmancs - % of cotal 5.9 24.7 33.5 13.9 8.9
2. a. FOREIGN TRADE
foreign Trade G.S. E.E.C. asia - ochers
imports ~ € of cocal 1981 96 Negligidlae
. 1982 98 Neglizible
1983 96 Negligidle
Exports - % af cocal 1981 Hegligible
1982 Negligible
1983 Yegligible
. MAJOR FIRMS
Name Ownership Lacatioa of Major Flancsg
1. MacMillian Bachurst ILac. Canadlian Jatlonal
2. 9Domcar [ac. (Packaging Division) Caradian National
3. CiP lac. Canadiac Jne/Que/NELL
4. Atlantic Packaging Led. Canadfan onc/Que.
4. MAJOR REPORTS AVAILAHLE
Haoe B © Iype of Repors fear

ot

3evisw of the Cansdiaa Forest
Products Iaduscry .

(R ]
.

Converted Paper and Woad
Producszs Profile

Yote: (e) denotes ascimace.

Degempticn of
and componcat

Desempcion and snalysis
of the iadusery.

doverper 1978

3ubgector
segmantyg.

Januacy 1933
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Pulp, paper and paperboard

Sub-gectoar: Toldiog Cartons snd Sec-up Boxas

struczure and Performance

a) Structure

the folding carton segment i3 che thicd largesc of Canada's packaging

induscry. .
excapc for PEI and Saskatchewan the coatainer ig producad to all

. provinces.
tn 1982,. 106 escablishcents wace classiiied to cthis segmaact. .

b)

establismmeat population is concenccatad fn Oacario aad Quebec, &0 and

27 per ceat raspectively.
in 1982 cocal sagmeac salas were valued §314 aillion versus $280 afllion

1a 1973, fa curreac dollars.

in 1982 segment employment was 5,200 versus 6,300 4a 1973.

vertical incegracion is aot a prominenc feacure La this segeenc and only
35 ser cent of estimaced capacicty Ls {ntegrated and one Canadian owned

company accouatd fac chis.
foreizn owaership accounts for less than 15 per cent of ascimatad

capacity.
the 2ajor wacket L3 che domastic cae and exports ara alniaal ac

2-3 per cent of shipments.
within tho domestic macket Ontario and Quedec hold 53 and 38 per cenc

of sales raspectively.

2exforzance

fn the period 1973=82 the trend of astablishment growch ceczained flac.
ia che jeciod 1973-82 the demand zrend of the sagaent was acdestly down
ac 1 per cant paer yesar.

tn planc capital expenditures for modernizacion in 1973-34 and aew
technology acquisition im 1977-79 ags:a&a:ud an already evident

ovecrcapacity problem.
Ln the perfiod 1973-82 the prassure of productc substituclion {plaszics)

contliaued o mount and becowe i gubscunclal faccuc in Llnhibiclng ceal

demand groweh. . .
aodest labour praductivicy galas aver the pericd 143 per cent) ware

eciipsed by wags tata gains (255 per cent).
ia the period highly compecitive pricing in the domascic waarket ocecaua

evident.
rising costs La thls competitive awarker triggered an egrosion of margias

chac coaclaues today.
La coascant doilars {1971=l00) price raalizacioas ($/con of Soard

coavacted) in 1982 vare Ltower than Iin 1973.
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- {iadicatiocas 3te chat Canadiaa coantalaer nroducers have noc z=atched tha
labour produccivicy gains of U.S. producers fa the perioed.

- Canadian rav gaterial (boxboard) costs im caertain grades are aoc now
coapeticive with U.S. costs, vegardless of cthe cucrency denoamfnaced.

Sctrengths and Weaknessaes

a) Structucal

- cthe absolute 3ize and coaceacratlon of the ¥.S. "ragional™ markets
affovds the U.S. producer undoubcad benefics of secale such as
apecLaleacloh, long zun ordars ascc.

< Canada's regional @arkegs, aven Qacario, are ralatively small and do coc
permit specializacion, aor large otder afficieacies comparabie to those
in the U.S. =arkacs.

< low real zgrowth and overcapacity combine to kaep most Canadfan producacs
“all things to all buyecs” La the face of too much capacity Llooking for
too little buainess. )

- amoag the few ma jor producers soma fadustrial adjustnenc, o0 accoammodata
nev priaciag techuology, conctinues aad one major producer is
vationalizing producticn facilities.

- Canadian producers are 2ully compecicive latarnacfionally with r2spect co
contairer design and graphics.

- ctranspoczation co8g, in the mafn, limits the {ntecrnatiocaal aarketiag of
the concalnar.

- the U.3. niche rmacrkets ate the only potential opporzunities apen to
Canadlan praducers whare price 13 iess tampoctaat than desiyn and
3raphics.

- chese aarkats tend to be small, with order quanciclies mora suiced co
Canadlan praduccifon capabilicy.

- che macket dessad for iwmproved graghics has baecome vecy scrong iz racant
years = bo:h.in Canada and zhe (.5.

- Canadian sreducers have rescandad by way of acquisition of the necessary
equipnent despite the adverse impact upon the already avident
gvercapacicy condicion.

- oroduct subscicucion (plascics, asepcic packaging atc.)ls incraasing

sceadily.

b) Trads Related Facrors

~

- Canadisn zarlif on this producc wili be approximacely 19 par ceat, by L

January 1387.

= 3.8, t3cé¢ff will de nominail, approximately 3 per cent, 9y
1 Jaquacy 1987.

= Tor Canadiaa .producers the peincipal procection against aueacdy, Lower—
cogt ¥.S5. product {mports, ilauto the domsstic warkec, L3 aow the NIB of
cyrreancy exchangs.

~ the U.S.-basad sroducer {3 rhe single pocencial coapecitsc La che

canadian aarkac.
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L
¢) Technological Factors

-

- in genaral, the lavel of basic tachnolagy in place {2 Canada {s
comparabla co that {n the U.S. and ocher cajor producer countries,
uxcapt f£oc acounomizs of gcale.

- canadian and U.S. producers source production equipment Erow Tucopeaa )
manufacturecs Ln the saln, with joms from japan and 9.3.

-~ 0(.S. producers, espacially the cajor ones, are consideraed better aple co
afford to scay abreast of production equipment developueacs and

rafinements of the basic techaology.
- many 9.5. producers have gursyed effective cost reductiom vta caplral

[nvestaeat in che 1973-1983 period.
4d) Ocher Faecors

- celatively nighner coscs for imported stoduction aguipment (vis=3-vis
U.5. producars), usually sold ia U.5. funds, resuls frow cthe celacively
weaker Canadian dollar,

- the currency exchaage preafum affords the srincipal praceccion for
canadian domescic producers agaiosc U.S. contalner izports to Canada.

- the highly competitive demestic marxec with ics high “secvice”
cequiresenc on delivery iamposes a subscantial invencoary obligscion om
many producers, egpecialily ia Qntario and Quebec.

- fluctuating Latersst cates oa baak ioans financing the iaveatsry
ragulremaat are claized by producers o hava serious udvetse affactc on
warnings.

- the highly competicive nature of che =arkeg cescricts che abllicy of
concainer peoducers ta cecover cha cising coscs ot tlie aajer faw

magueial usad-boxdoacd.
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3. Federsl and Proviaclial Programs aand Policies

- chis segment hag sought limficed use of IRDP asslstsnce.

T T
-

S SR

Loy, T

—

4, Evolving Eavironczent

- o laoprovement is coacemplated for the margiaal long term ceal graowch
forecast. ‘

- the overcapacity coonditflon will cemain, wichout some 3pecific acgions co
wichdraw gome produczion capacity.

- modaralzacion in pursufc of produccivity zaln and cost reduction cacries
{nkerancly che cisk of lucraastag zapacity LE ceplaced agulpment is not
scrapped or exported.

- the caca of product gubstitucion will Se maintained and may even be

accalaracted under the stimulus of packagiag Louovacioas targectted oa Ihe
food and beverage irdustry, the =a jor segment CustLORAT.

E v EmPT
. /5 L[J

the gsegmeat rate of capitsl formacion i3 Likély to vemain Low.

Compecicivenegs s3sessment

= the segnment not coapecitive, om average, in the .5. @ackec aor
afishore,

- cthe segzent (s cocpetictive, on average, ia the domestic markec against
9.5, laporces éxcopc wheqa 7.3, producers elece to use trTansfer pricing.

- {n general the tack of cppital cesources is likely to comstcain mosc of
che producers Iroa par:icipa:ius fuliy la uany devalopmenc cpodctualaies

that entall substancial zapital anclay.
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- JE:pCimaACy lmpaftarce,, and yithita. pradicer "comerel”™, Lagroved labour
usage afficleacy ¢alls [ot Ehe applicazion of capitdl, Wound industrial
anglneeriag and cevised macghins maaning tuquiremanns{:

- raw @acg;ial gost redygtloa la 3lso faportaac Hut,-bqlng,q§;stdh cie
cuntank of che produceta, may be lega jcenable to tedueclon. )

- producers- ia the sagRent takd tha visw chat they muat “sednd oa cheir
oWl feaf” Buc the Flpancial. condibfom of -oany bega tha quesclgn of chalr

Abilicy to pay upgrading caaks oa Lheir owd.

EEmPT

;51‘0 g

Qapactment of Régiuugl Endustrial Expansion



BACT SHEST
WiHE J¥ SECTOR: Pulp, Papac and Pdperbaurd
Subsector: -Converged Praduccs - Faldims farcs

. PRINCLPAL STATISTICS

Estabiishﬁan:s
Employuent (e¥ :
‘Shipments (smillions}

Gross Dogescls. Froduct (Comafant 1971$ miilions)
Investosac (§ uil‘icné)

Profits after cax
‘Ezpetss 45 millions)

Juestic Shipmeats (§.millions)
fapores (3 oiliigrs) | o
Canadian ¥arkec (3 milliOBS}
Tkpabcs - &AL ahipman:s
laporka - %-of Jdomagcic satket

Stcis) dovfagod:  1¥1L
and Sac-up boxes
1977%  i9g0 1381 iveal 1383l
103 1049 Wy g 187 (w)
6264 56l 5328 5203 5200
3L . 43 53 57 B40{e}

Wak available - Confidentialicy

tequiremenr Lin Fub groups

231 486 557 74

‘3 18 il 21
2560 305 377 395
nezlizible

3.8 EPEA VE TR 8.

1. REGTONAL DISTRIBUTION = Avarage over Che last 1 yaars

Balle)
e

AL

1.5

yaka: (e} denates escimats
|

Arlapeis Quibes  Jmtsrio  Praizies Bal.
_sLahlLshmaucs =% af- :n:al 2.7 T.Y 58,2 .4 I{F
’ Juplaymen: =% of tntal 2a{e) S32.2 549.2 3.%ey 7.L(=)
thipmentz - 5-of atzl 2008 12.3 Bi.g 3. ﬂ(a] .00}
T+ e .FDEEIGH’TEADE\
Zorzign Trads TS E.E.C: asfa  Others
tmports ~ T.of tocal 1981 . a3+
1982 A&+ nesligihla
1983 . 98+
grports - % of toral 1961 pacall i3 nec available, but total
igaz expn:ts less thzn, LA BEC cun: aE
L33 shipmencs tn any year-
3. Hai0R FIRMS
Hama Dutarshio Lacatida of Major Flanrs
kN “:amme'viila Eahkin Induszoies Lid. :Ganadizn ‘Jacionad
/2. galagh Elack Stbme paskaging. Canadian 0L fue,
7. Llawsom Packaging e ‘ot fQue.
4. Feid-pominion Paskaging Lod. Ganzdian Onik.
i, MAJOR REPORTS AVAILABLE
Hame' TIype qf Report Tod¥
L. Zeviel nf zhe Cgnadlag Forest Descripclion and analysis Hoveober 19?3
Praduces Iadustey, 2f che Ladustry
2. Gzoverced. Faper and ‘Waod Jescripedan of subdeccar )
‘ ?raducts Frofile and zompanant SARML0CE. jancacy L3M5
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Sactor: Pulp, paper aad paparboard

Sub=sactoc: Kraft oapers

Structure and Perfocrzance

Structure

- %raft papers includes sack/bag krafc, wrappers and speclalty kraft paper
and all are produced from a virgla fibee pulp only.

- {a ter=s of Lncernaticaal trade, only sack krafz is of significanca.

- § oills ave wholly or parctially engaged i{n the production of %kraft
papers but oaly & produca a significant agaual connage of sack kraft.

- the producction capacity for sack xraft s distribuced regicaally ia the
followiag percencages B.C. 52; Manitoba 293 Quebec L8.

- the principal exporcting mills are im B.C. aand Manitoba.

- employmeat {n che subsectac i3 estcimated ac 1,200 distributed tégionatly
ia the following percentages B.C. 42; Masitoba 23; Oatario 7;
Quebec 28.

- foreign ownership accounts for 23 per ceat of subsaector capacity's
centrad on 2 mills {n B.C. producing sack kraft ac 30 per cemt of

" capactty in the grade.

- coacentrzation of dowestic supply 1s prominenc with cwo producers
sceounting for approxizately 73 par zent of domestic shipmnats.

- world tacket competitors ace Sweden and Fiamland - the U.S. is aot 2
majoc participanc La offshore warkats.

2erformance

-~ {n,che decade eading 1975, annual capacity growth, oa average,
approximated 5 per ceat.

-~ sidee 1975 cspacity has declined, on average, at 2 per ceal per year.

- capacity withdrawals (2 mills fa Quaebec), in 1980 and 1981 raflected
expectacions of dropping dowascic demsnd, unsatisfaccory wargins and the
cemoval of Canadfan cariffs on sack by L Januacy L987.

- apparent cousumpcion declining siace 1978 due to substizucion by
2lastics.

- 1a 1973 saper aad plascic bags shared the domestic zarket Lo 2 50/40
relacionship and by L982 the relacloaship was »0/60.

~ 1.3, marker also declining by reascu of plastics subgcicucion, and is
dicinisaianz in Lipportance CO Canadian =ills - Erom 40 per cent of grads
axpoces Ln 1978 o 25 per cunt ia 1983.

- krafe papers, as with %raft iinecboard, are based on & iow-yield pulpiag
stocess uslng s celacively high cost fibre co produce a low-value
product.

- aastern wills, cacering maiaiy o the domestic markec, do not anjoy
acceptable prices Ln compirison with their coscs and peofit csargins ace

legs chaa satisfaccocy.

UR

S
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aacginsg ace expectad o dacay fuccher as Canadian cariffs move Lo zeco
under the Tokyo Round schedule.

cocporate flnancial scructures particularly for eastera mills ia the
gubsector, have weakened aarkedly ia rteceat yuars and zhis has been
aagnified by the 1981/32 recassioa. -

+ascern mills while less cost~disadvaantaged thao eastern Couacarparts
have experienced loss of markec share in Zurope co Swaden and Finland.

Strengths and Wesknessas

.

a) Structural

)

no world acale (500-300 m.c./day capacity) alll exists in Casnada.

none i3 likely due to high capital cost, warginal interaaticnal demand
growth, decliaing domestic damand and cariff elimination.

Canadian producecs would ot benefir froa economies of scala

aufflclencly to be competitiva.

the major industrial adjustaeant withia the subsecter has nccurred

with the substancial capacity wichdrawls in Eastecrm Canada 4o the early '
80's.

real demand growth is stagnant and expacted to vemain so due Lo inroads
by olascic msterials and che groweh of bulk and semi-bulk packaging

3ystems.

b} Trade elacted Factors

kraft papscs, octher thaa wrappiog grades, will veach 4 par ceat duty

by 1 Januacy 1987 as will che U.$. ducy on the zrade.

wrappiag grades, iacluding sack/bag krafz, will become ducy fzee ia boch
countzies oa ! Janusry i987.

in both grades tha hiscorical patcern of amodest trade activity is
axpected to continue L.e. “zop~up” Of coovenisnce fonnage aither aexport

Qr iwport.
in zeras of capacicy dedicated co axport, Sweden holds first place aad

{s the leading axporter of the principal traded grade - sack &cafc.
Canada ranks a distant gecond as an expocter af sack keafr, Finlaed ia

thicd place.
the U.S. axpoct activicy is aegligible and is confiaed zo tha Canadian

markec as cop~up toanaga LOT esstaca Canadian zills. .
almost all Canadian offshove expocts in sack krafc derive frow B.C.
milise '

3.C. =ills are more compecitive la che 2acLfic Rim than in Zurope,
particulasly since devaluaczion of the Sswedlsh kroma, and ssed likeiy €2

amphasize che foraer in fycure matkeciog cfforcs.

Technological Tactors

asscecn Canada production facilitles uce comparabla to chosa {a the U.S.
and aelcher ranks wich westara Canada faciiicies that ccapare £avourably

with Sweden's facilitias.

> = AFFAIRES CATERIEURE
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niscocicglly zhe pesduct in faskata C2nada has bgen ‘lizcle beétar chas
a ¢ommodizy with relagively low walos degpice hizh produssion couc,

= che cesultant low macgiand have aot justified modaraization Lnveacmenc

and the smail domestic markat 4lth it megarie griwch has: coopogndad
‘the prdbled. ' )

- by contcdst B.C. producets hdve triditionally sold in the expert market
whers prics levels Have bean higher thap Lo cthe domestic maTkec.

= 'cast advantayed aver eastarm afila, éhd mnéﬁ'mpéefn ay reason af mece -
recdar canstrucclon; the western nills have sajoysd sakisfagtgry oargins
4;ﬁa EHE gaility Lo up data prograssively the tachaelogy ia waa,

d) Other Factors

- tha pricing of esgtarn pradocercs - is semsitlve .co exchangs raca
flu:nua:inns.

- eastarn pricing for sack/bag krafc lg largely decerainad by the 0.30
lagliéhrad prlze-and the exchange rata L2 so inéegraL part of chac
price. ' .

= zhe heavy aipur: EEIEq:qtiun ef weskern milly makes them particulacky

sanattive to changes L1 Lobarnatiénsl demand asd pricing in offshocs
. Jartkats. o

- the %rafc ‘sack Lizn demand geouch tn che BO's and 70's vad dua ba tha

desirabls progertiss 3f the mararisl: estensidility aad Gapabilicy:

- plastics affar thede pruparties asd do so campacitively, ‘

- sack/bag kratf i3 probably the wost cytllgal najer grade categuecy oF

Wrafc papard, T

- rthis rafladcy the figh cyelicalicy- of 1Ea end»uge warkecs dod is afcan

accompaniad by wida invanraCy swiags ac the coaverzer leval,

Tederal gad Provigcial Programs and Policies.

- 1307 use i3 alnimal at chis: Gize .and sesms: llkely co, remais se vith oo
Fuciher sederaizacian fuseifiable by che markec prospects in eastera

Canada Eor gack/bag krafc.

Syvalving Environment

- che gu&qua:d ceand dvekall“iu dagand «ill ¢ontipue in . che Faca of mariet
JLETTY tu-ghasﬁi;ﬁ(gnq bulld tiandling sydtams.

- mascern zill operating races wili cemdin relatively hish, reflectiag che
-hift 9f.capecity sut o the warker, Lo the peciod ra 1990 °hefore
cocmaneing 2 slow decitne in-che, ionger CECD. ’

- rha decllaing i@poctence of tha: 3. merkec wiligpéraibi_isxqﬁs.
nrsumpLon zont fones Lts aceddy downeazd crand.

~ the lpng f2rm tfand fof sEfshore arpérta will zsagiave dawa,

- aodegt mlll efficiancy impruuémans will anly paczially offsaw the HTH
tariff reductiony ovar tha long tarm, BuE year ra yesg 2éfecz will ba
dmall.

— 3weden <ill ¢vnCfinme co be the ieader 1o world mathets paztizularly ia

gursps and che Mid Zasc.

= Gradually sgueesed oot of che Sucopean sarkac; wesiern;fangdian

praducers will plaes ampha+i-: on-the Pacifle Re irea.
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laﬁnur'Etrifa-in:e:ruptinna df praducclon continues to pase 4 Lhoesc £o

‘the suppky 'aputatiun uf wegtern wills,

kizh Launur and mata:ial =1 gatiod, a shriukins mirker and exnurual
fnfluences an doseatic mackac prices provide ¢ Lttrla incéntive ca aas:ern
mtlls to madafuize produgtism fasilicles.

poot unrpo:ata $ipanceial. arTucturad -coupodnd cha lack of Eiﬂanhiﬂi neand
westarn ailla arce hesaming Ln::e¢s£ng1y cost disadvdataged (3 material
and- labouz elamants deapiza the felanivulr modeTa. facliikies.

fn cha oajor Zuvopean markec, the. ::anapa::ation cgat £d tha narket
compound cha, dLEELzulLlas of weslarn milla..

wastary n.Lls :annnc pa::inipate in =he majer domesticimarker - eastesn
Canada - by raasou ‘of nigh :rnnsPurtatinn charges.

chus chaca is ng meaniugful offsercing marksc wichin Caaada o Etha ailla

.'muat remain dedicsnsd [2-% e:pnr: shiznents for che mnio: woluma of

produntinu.
zha ¥orth Amn:ican marke: for sackfbag ﬁ:aE:, £o all {ntants And

puryasas 1iheralizﬂ¢ by 1 Japuary lEBa. iz a dimianhinw ane where @aill
ape:a:Lng raked; in gameral; ave being. suscained by capacity withdrawald

in boch canada and the U.3.
1ncressin31y, the- aas:ern Canadian’ mills ara aucum;ug Lass and Lasz abla

co galntato thelt rqmpetitive pusitiau.

sdpital invesrmant in zhis markat Ls more and zore Einann*aLLy Tiaky.

-paatarn producecs ara andergtaddably ‘cancious abouc ma 4t invest:nn: in

the kralt gradas, gairticuldrly Lo cha light:af chalc pooe fiaancial
aaleh and tha high risk. agtachad Lo~ aenieridg a sacisfactory ratam om.

that invegcment.

the Low=vield oulpieg procesy i3 locaaiszent il h che best uza oE dn

{ncresaingly searce [lbra. cegoyrtd.

the_ low—valua datura ¥k Eho prcduc:, par.iculafL; wichin she doazscic
mazrkat, does noc mnxiniae cie racurn. Itod iha allocation of 4 -ZCALCE
TEIOUL B

the [arereats .of camada aad che arevioess alghc ha patcer serval LI che
ffhee updiy wéfe swigzhed zo o high ylald, higher ¥alie o:aduct

Daparcmant of iogignai Tnduscrlal Zxpaasion
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FACT SHEET

YaME OF SECTOR: Pulp, Pdaper and Zapazboard

Subgagtor: {raf:-Papecs
L. 2PRINCIPAL STATISTICS
Eazabliglicencs

Ecplayment. {a)
Shipuents {3nilllons)

fcoss Damescie Praduct (Conatanc Y9715 willfons)

Tnvastmenc (5 willioms}
Aroficsafcer tax

Txports ([ ailllamd) )
Jodescic Shipmeacs (3 oikliona)
lopotes {3 milligng}

Canadlan darkes {§ millioos)
Exparts —-% of shipments
Impaeea =% &f domascic qarkot

SIC(3) COVERED*®: 2713

1973% 1880 1981 1932 L9EB3

Iy %] 3 q 3
1579 1400 135¢ 1200 1268
242 337 327 305 320

Hoe availabla - Congildanctialicy
requizement ko aub zroups

50 43 137 LB LiE
182 Y 90 a7 iuz(ad
3 L7 a7 14 by
L90 196 211 #lL 230fe)
25 43. 42 319 3(e)
4 9 1z 1 15{a}

Z. AEGIONAL BISTElHﬁTIDq‘* Average sver tho last 3 years

Escabllszhmibaes = T-of Caral
Emplovoene = & of cofal
suLpmanes = X of cdtal

Z. a. FOREICH TRADE

Eoraign Trada

Luports « % 2f tocal 1281
- 1182
1383

Exporcd = % .af tacal 1351
1983
Lag3
1. HATOR-FIHMS
Hima
Eirocdn Leod.

Canadian forest Froducts Bid.
- fSazcades Pipey

IR

4. MAIOR TEPOATS AVALLABLE

REE

1. fwview of che Janadiam. Toresc
Products Ladusccy

-

+ Converigd Papar - and Wood
Produess Procils

¥ocar  (a) denoces sacimata .

 Yanlboba Forgst Industriss Led.

Aclagtic. Québec Oncacia  Pralvies 3.8

- 43 tl Ll _ 33
- 3 7 23 ol
Hec availabls

U.35. EaZulls Agia gthars
39 1 HIL
39 3 L
99 1 JMIL
Ja& i1} [ 1!
12 7 24 16
38 iz 33 13
-owmershio Lotatlad $F Msjor dlants
Canadian Fartries, uda.
cdn/ PLoish( 5/ 30) Hizimac, 3.C.
Canad Lo Prince GEarge, 5.0
Canadian fisC Angu3, Que.
Iyma nf Hepars 4T9§r

Tegoripoion .and an&i?sis Hovember L?Fﬁ

of che ladescry

Dascription of sdbsauter

and’ compooenc sEgmanis. Japuary 1383
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Tae newegeict saccor ogprises 53 zills with shipaencs valved well avar 3s.0
billipn apnaally.

Tazal, capacicy of che sedcoc Lz nearly id miliion connas Wwikh 45 par nent
la:ated in Quebes; 21 par cant-in oncaria, LB per dént fn 8.0, and
16 per weak in the Aclantie provineds.

Lo 1984 cocdl oawspriot produccisd was 9.0 milllon tnnnes. 3f chia,
10 par zent Jers Eﬁnﬂwued dnm&a:ically, 7% per cent ware exportad. Ca the
r-3. and 1§ par denr co varigus offshore markecs.

The cocal diveer gmploymenr oF the seckoc L3 34,000.
it i3 esiioated chat che sactoe ls §3 per cenmt Canmdiaa oumed.
Tas {iva largeac aewsprint aroducars ace:

1. 4Abktibd Priza Inc.

1, CLE Ine.

1. Gomsalidated 3athurst Eac,
h. dacdilian Bloedel Lizlted
5. ¢{mcazle Papec Cm., LEd,

Mackecs

workdwide [mporc requirasants for aewspriant ars about 11 militen comnes or
40 par genc.ei glibal oéwdprice 2ongumpcion. Tha 0.5, and EEC acoount for
aSour 9 2illian tonges of chis dsmand:

Tha Unigad Sta:as, Canadi's feodt- importsnt Qgrkac, cansumes au&r 50 million
toanas of AewsTrLiiG danually; of which aver & willidn tonnds. are imparted
From canada._ Tn addiclen zhe 7. g Lupurta 1.3 aillion tannes of Cagadian
‘aroundwood priating napa:.

The IEF comsimed shouc 4 aillion Comfes of ‘aguspriac annually ag which 3
alilign Longes dve iupurnﬂd mnﬂ:lf frog Scandisavia. In Che pasc Capada
gupplied beceasn Eﬂﬂ 300 and 700,000 tonoes, howevér, "ia 1994, parcly,
‘pecause of che apcess raducing qusta and maiﬂly due tu the calacive hlgn
dollar watie, only 537,400 sonnes could be -dold.

5n:¢saftn‘:he EEC carkat for Canadlan gewspring will can:_nua =2 ha
cregeriosed.: Id -aplee 3E a3 ravaurahLe GATT-PanEl caling afzer the £E4
uhllacaraily reduced che- ueusptint dfueca tha Elmel getilamedt wWis ooly

-B50 000 tonnuas. Siace there iz littla,gruutH in thig markiéc and vipteaily

e appotcunity Lo CoRpRLR ot g. ireatar Garket shase Ehe- Canadiaa indusery

suay gradeslly losse Locetest. Lo chis marker.

urﬂunduﬂnd speciaities afe nat. shipped of: Zshora oo gy exteat becauss maat
cnnswning ‘araas ara-geli-guffilcisnt.

Iavestmant and Comoetltiva Poglition

Jaczude che -ndustty falled ro naiea sufficiaac. Luvescmsn:s compaTed to cha
.5+ and Scandipavian unmpatl:iun du:*ng chi 12739, b oow fasas seripus .
compatiTive disadvautagas. The sitwacion is aggravarced. by 4 weivLdirida
wvapcapacloy-«hich largaly disappﬁars ducing cines 3f Gigh demand hut
becopas. fery naylceabla when demigd drops caudilng slowdawos. and incresalog
she risk gf clasurds szong the Lass compgeltive mills,

Large fnues:mEn:s‘.nr =pdecnlzacion arg urgentiy .equirad Lo faie Zanadizn
nEWESrinl word price ep@fecicive and Lnarease :rqELtabillty for tha.
producers.

Proficabklity L3z wery low ia apihg ol *ala:i?eLy nigh demand and lc-is
unilkely that companied  nan Fenarata dufiiclend uapital elihar froc
=ar1Lngs, squity or addiciemsl debf, zo befng the leduscey up o3 warld
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competitive scandards. ;nuseqqen:lj,-in is paasibla rhar gaveral af the
Llead compapftlvé aills will élosd wichin the nexe few fears.

- furzency davaluations fa Sweden and Flalaad Have givda Seandinaviaa
producdrs 4 igizeabln advantzws Ld Ehe Eurapsan aacket by daking them Low
eéss producees aad allowlng chem to-sell cevsprioc at. relativaly Low prizas
wiille makiag a¥ill 3-haalshy prefic, For thiz reasce Caradian producacs,
hgcauga':he%r £09ts afs dpadured laca meeh higier valoed currency, had Ehels
prafits shagply reduced when competing with the- Seandizavians.

- Whils Jagadfan and dcandimavian pewspeias AaCer Ehe 0.8, Exes.of duty
fanadlan aewspricc ia gescricted [rom anceciag che EEC by.a small (650,000
tonnes (fa 13837) dutg-frge;qgﬁtn'and gelarively high rafes of ducy on
ex—quota snlpments. This neans chat Scandinavian nevesprint pesdacecs aca
wgll orotecfed from Capadian compstition ig the ZZ¢ markar whersds, the
Canadias orodicecs susi face che arciffefal lowcost Standgtaavian producetd
£ open compacifion i cheiid.5.' ‘

D. Federat and ;Fraviscial Prourams and Pollsies

|
- 7Tha major fedaral ptogram avdllable is’ thaTRUZ. Thars da ot appear o3 be
~&n?.speeL£Lé peovincial programs targated at chis prodecs..

E. Staza of Tachuolowy

- Teehmology is gradually changlag towacd fublev usilizzcion of Eha vesource.
For thisz Céason the stona iroundwood pulp portien sraditicaally used £3 caks
gewsprinc 14 baipg replacad. by resently developed mechanical mulps such asg

TMP and . CTMDP which are such-stronger with ylebd deacly da hifh as stone

gtoundwood and cequire little or oo chémical raldf srcement pulps )

= Tha basis weight df standacd sedeprint Cormerly ag a3 2/n? haa Sedn
lowered ia dcages 1o 44.3 g/ue and will prﬂbably,gn«Lﬁwetl>'This enaolas
the: pubilsher to- prigc mora newspapers from a conne- of paper.

- Mew paper wachlines are desfigned co Jperake -ac highet and nigher .dpeeds and
araAelangrpﬁi:ally cancrolled o produge newsprint sulcable [or aew prinzing
mashines apd priiting procegaag.

F. Induaery Qutlack

- Porscgats indicacs chat demsnd growth Cov mewspript wIll ba slow So che ead,
2t thiz decade ind, aven i Varth america whata faseat dedind hag excesded
sarlier- expegtations, che mariket is oow levalliag off. rriges, nowevee,
during the tessac péricd of hipgh' demand hava nat moved iip 20 expected levals
due o wish cspaclty and Heavy cospetltldn by sarm compecicivo Forelge
producra.

- ihila capital Lavestmenc. in pradugcieon factliries fa nacaesary to ksep cha
.indusﬂf?‘cnﬁﬂﬁcit;ve an evon dore fdndamental oeeblem 2xisca in che long
tarm gaciarizy of the woad aupply. In recent veara LC hias pecame

intredsingli: avidanc. thot serions.wwod shartagés glll coccue, L the leagse:

eerm, Lf dapfyive actisn i3 ndr cakad vood.
G. Comaluaion

- Presenc qewgprlac pricea do ogt reflecg cheé ceal Jqluésaﬁ tHis cammodicy.
in apice’sf chiz the Industzy will cancisue {0 fxtidnalige. and meodernizz ic
an wEfzcs oo maintain and s=galn ics incormacional cwpetitive pesiclea, IF
presenc toehds coftings, ralicive internagldnal aurreasy sxchange values
will have a gredter sfiset on tompotitivedess than peeducsion efficiamy.
iscguse atf tudranszng galiwsufFiciancy in seme of' Candda's mpat fmportant
BXpafL mArkatfs gq;higg .3., Europe and Lacia Aoeclcs the Canadian world
market shaca foc wewsgfiot [i expected 1o gradually Jpiatsh Lo futuyre”
FEATH. - ‘

fefiarinent m‘: Aegional Todwstriad Tapansion

-
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#aME OF SECTOR: HewsprioD and Groundiood §pacial. dapers 5IC COVERED: 27.l

L.  PRINCITAL STATISTICS

gscabilshmancs

‘Employienc
‘Shigments (5 milliong}

Expocts (5 allliong)

Domescic Shipménts
{§ millions)

Iaparts {5 allkiaos)

“Hanadlan Markes {5 @illion)

Zxports = I Shipwesc
Imports = % o€ domascle

tdenatas escimata

P97 LgaL . 1582 1983 LORE
REEN %3 &3 > &3
Hia  37,300%  37.000% 37,060% 35,500

1,338 5,338 4,178 4,375 3,578

L,287 4,528 4,080 6,113 . 5;243
1ZD JgLOw LGB PRl 573
u1L HIL HIL HIL NiL
128 30 463 a5 513

T a1 el 30 g0
NiL MIL ATL dIL “HIL

2%, BREGIONAL DIETRIEUTIQE = Averaga over ihe lagr 1 yaeads

qq:ariﬁ &

Atlaneic Quebec -HManitgba WEST

Eatablishmedcs - % of rotal 16
Zoplayment - T of faczl 17
Shipments = % of toral L5
la. FORELGW TRADE-
-1
impogts — 3 9f tocal 1981 WIL
1982 S1L
1983 Hil
LI AT,
Exporss ~ T of coral L§51 18
1983 79
1983 43
L9BA 35
1. HAJOR FIRMS
‘awmershic
1. abitibi Price S3% Tanadian
7% ublic
1, @ip 00T Capadian
1. canselidsced. Zathursc 40% Zapadisn
L6% Pocelsn
4% Pyblic
4. acilklan bloedelTR Canadian
432 Public

4w MAJOR REPORYS AVAILASLE

- Sactor Jroflls

49

15

43

1% 9
1 1o
21 8

Y Asla drhars

HIL
#iL
NIL
L

Lo
1L
k)
B

1L HLL
HiL HIL
4TL. qil
HIL HLL
4 in
3 7
3 f
) 5
Logatiom

Hajar Flanka

grand Falda {9FLO}, Szepheovikls
[MELD).

alma fQue), Jmsuped (ue}

¥anagaml (Qual, Ciandler (dye],
Forc.9illianw (Onc), Traquois Falls
{0mtl;

Thutidat Ba¥y (Oac), Saulc ste. Macls
[ome)., :

Bipe Falls (Man.)

Dalhousie: (HE), Saciasau (Que)
Told-ilvidras (Que) h
Shawinigan. (Qua! Parc Alfrad Jqus)
Trola-fivilires {guad

Grand-dare (Qua}

Powell Sivar (3
‘Pore albersi (3g)

LIgL
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CANADIAN FISE FAPERS INDUSTEY

. Dessriskisa

Hajer gradas weliting apd gripring popers, e.3. Euoh l.;hograph
”a:Esc: doared znd uncoared, eavelopa agd duplicating papars. L.a.

paper 3radas wich Lass chan 3 pa:nent graunduuod pulg.

(984  Shipments: 1.0l 2illiba mt.; exports 250,000 wi.; tmpoccs 266,000
@c.; appagent cengumpclos t.07 =illide ac; value of shipmeaks
appeonimarely 51 billlon: Tocal annual capacity L.l mtillon mt. af
which %0 oarcenc .f3. locaced in quebac and Oncacfo; bdlance. in 8.C.

Dallar Expocis CEPCESANC app:ux*mately 0 pe: zBoc af Fanadlan Eina
papec shimeats. Over 30 per cent of vocal expects are’ £ Che U.d3:A.

MLl employmeac approximataly 7000,

Fine papac ipdusery (FP) spevaticas maecly parc of ‘incegratad Sorest
products companles exgept Bulland Ine.

#icat new machines (2) simea 1968 started.up in 1282-33. peried i.a.
Dtyden (Gresk Lakes) add Istaad Paper Lfraserfﬂanﬁillan}.

Canadian cansumpRica L3 axpu;ted co. graw.dk 3.8 REE cent annaglly.

2. Tha Sectdc

nomtar L3 the Lirgesc witH 329,000 ac, enoval capacity and Eodr achers
with ‘about equal capacicy of -over 114, el ac, each, Three otheru
araduga legs. chao. 840, DHD m:..aach.

ALl prodncars are mambers af nha Cangdian Bulp and Paper issociacion
(CPE%} bub 2ftEn ack g= an°indanendau: gETQUD, AT Ludividual ahen
communlciring” with govaraments. .

FE {5 100 perceat Canadian owned and - also cancrois foralin enterprisss
gne Capadiin compaoy owas a saall FF oiil la chne U.5., sowa oun marshang
groups chers..

—

Exem~PT
o 1'34{“1‘— ‘%L"‘l i

——

L.‘ -

[= 19 ook expacted chae Ehe sw-callad slectroale age will hava: much
influenci on Chis lrdugzry -aver the dext decade; the pragent Ln:ol::ua:j.un
atplﬂaiou i3 foragase po gonbiaue and conaats larze cosnagas- of sapac,
1.4, Sampucec printgut papars aod Erm=.

J. Furthar Frocasaoioz

Wnile 7P represancd auly 5.3% 4f ropral paper anod paperbuard ‘zhizmeacs,
its doklar wdles aceaunats for 105 of toral and peovides ‘9 peczeac af che
ampluyman. 1o che pulp and pdper sec:n:.

Duly 33 percent af p:uduc:‘nu 1% Lntag:ated wich. puln nsnufaccuring;
sther preduction La denandent ma darkae pulp ot pulp p:uducad La gthae
:unpany Lacarions, feuile ing Ln nigher cusc prudu::s s LDmDE’Hd wich
grades ade 2t integraced U.3. mills,

The TP sechor 2xtracts the highwst ifsaacial reéturn from’availabia
Canadian cimber.

4 . I‘nvesm!.‘:rl.t

Financial neal.h of FP reagonably sound but goac healch af 203t carsnc
‘Zorpanids muac be tiken tntu Hunsidera:-un {lzssesa ln ather {cceest

arodussa subsactara},



-2 —E:{TERHAL

Thiera~ara AL ledsg oo U.5. Elag papes- aanufacturars cach capadla of
areduciog ‘s, higher volue chan che entira’ Canadian fadustcy and heaca

decive subs:autial matufasturiag. €83t advantagas :h:sugh Long funs wk

ccumudlty grades poc ac prasent available te Canadlaw produceta,
Howavec,' 4 gradual rabuilding of the»EF tpdystry L3 :aning plagce o :auﬂ
Canadian mills codt cumpeninive with .3 mills., Enaludling the Domcar
mill at Wimdsor, Qu. £o stack up Lo [987.

This uil} lead o aey éagacity-ied regoval of non-champatizive gachinas
rasulcing in an estimaced average aonyal capaciby Lncrease of 2. 3
pecefnl over tha wexz 10 yeard. Eoplbimear [s expected €a ramain szatle
dus tw lower ranpéwer requirsments ok aadatn zachines.

Tocal neu FP capackty [avegrment ia ascimared to Ye ad auch 43 32.0
biliion by 1995. Apprexfuoatesly nalf of chis 4ill be - used by déacar for
the new, Hlndsor,,qne- mill.

‘Federal sad Provincial Programs and Policles

-

_fhe wajor Paderil sasiscsoca program ls‘thé'Eﬁn?.

Hn‘sgec%fin provineial programs-ara Lo place. far thesa produces.

coppetitive Eaaition

-

In the éaa: the FP-.Liadygcry was :u:ally oriantad o Cansdiis @ackecs
behind Hizh zariEfs, buc recsac and Eufura cucs’ i caclfls Ls Fovcling
Lndustry to catlomdlizae and wecqhs 3aTa cost conpetitive wich U.3.
praducea.

'
Tw

Rowewar (J5/Canads-tariffs 2re loging Cheir importance- taday. fxshanga
cace {Lcw Canadian dullar} Li the =ajof alemgnt 14 kteeping 2

compeclzive wizh O0.5. mills’ buc che {ndigscey 13 ask’ relying Aan =he
chis low axchange rate and Wefce hag stacfed modernigaciaa program.

nthiar wArketd cduld tacomé mgra acrzaciive ta the FF providing carifs
and’ non—:ariff harriers acm reduced, exchange Taces are favau'ahle [}
Canada uﬂd Eraigh: races do oot hecoms axgeasive.

[FXE T
1570)

I
Frouca Ln—depnh markes penetranian 3E the -,E appeacs 4n415a1y unLess
thi? uanadian dollat takas a 4T gtic’ doew in waloe 9T Zuropead currenciss
Lnuraaaa in zalye as. bﬂth jordic and German FP mills ars close 2C hand,
are vury E::ic:ant and can, ka afhgc cases, da%iver LS cuELoRErd
gua:-u.ght = a =arvice Jamadiam TF cEnnot ;:nvf_d& withaout eoskly
‘warzhouzing Faciiiclas ia Eufope.

Depaczcent of Aegional [ndusrzial ‘Zxpansiam:

- . 5 -

'- -
. ¥,
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COMPETITIVENESS PEOFTLE

(ONTERTER PAPER PRODUCTS INDUSTRY

Structure. and Ferfofimnce

SLructure

The cenverted paper products fodustty 1% defifed a3 baing the populacisn
of campanies whers.che prima raw cacearfal dngut is papar, al:hﬁugh end
products aften. contain ather mecerizls.  Alshough majer :nnSuner! gE
papat, prodacts mamofactured by cha princing, publisning, graphic arcka,
sraciorery and businesz Focms nanufac:urers are excluded- 4 zyriad of
prodaccs, srgenizational typed, warkac acenartas. -and :ﬂmpuni fve
eavironments exiat in che coavarced papac preducts industsy. Ia
:acili:ate smalyaias, the Ladusecry bas ‘baen brﬂken down fnto ‘1ve ma jor -
subsecCors as Fallaws:

Conpunit Igpasshloa

Erunucts “Edr the cagsumer used 4c home or in ao laseifucianal seccing
generally hedng ‘af & gingle ‘Uge ar disposabia qaturs. {a. «§. napkins;
faefal aod tollet tissue, dliapags)

dpecialey Tnsrituricual Phpn:rrtoducts

Products used riuarily by =zhe szervice ipdusrries szuch asz hotals,‘

restgurants, E3at faad chaina, ipscifurions and similar ocrganizotions.

{e.g. place mats,. doilies, plates, cups, sapduich bags, wawed intarlaafin;‘
pager)

Hﬁé:iSLEy'Ennuﬁ:tinl Paper Pradocis

Products. generally Eor use In che offiea or in & coomércidl seccing,, efcen

“Ain comjumetion with .nEfica ma:hinns or recnrding inerrumencs.

fe.g. Calex talls, adding, machine cells, charta}

JHollpaper. -

\Prudunts uand primarily by the 4oLt youraell marckec for hnme dagarafing .
'(prepas:ad dry sgrippable, often vinyl caacad }.

Packag&gﬁ

‘Tha wvide range af paper baged produsts vied Sy indusiry Co package

pruduc-s for zale dissributicon end. shipping. (=.2. mui:iwall bags.

'flexihle laminaced prodiccs, precoacead papers, maldad pulp prunucrsj

The canverced papar prodects induscsy, bacauge af Lts‘ﬁiVEESI'Y i tearmg
ok prnducts. compaties, SAriecd and decncmié perfarmance zaa be defined as

‘a acale zaded of facadian Industry {2 gemeral; The seétor has areas_u:

growth po:en:ial. intarnatiunal cogt cumpu:i:iveneas and uarkn:.ng
zapability, stata=pf=-che=art facilicies; apzd.henhnolagical changa, and
{ndustrial developmadt ogportunitiea. dewever, if alsc has ardas of
product and markat mataricy, ovet capaclty, total demescic oriencaticn
bahind. 4 arocecgdve zariff wali, import comperitiom, and decllne*dua -

. 5uhs:ftute peoduccs.

The goavected paper prﬁdutfs fnduscry comprisas a Full range of

.orgnnizac¢nnal eypes {Tom che largs rulfi-natienal, mulii—plane

arganizacian, ef: icas integra:ed D a pr‘:ar? prnducer. Lo = ziagle
Ea:ilit? awnar.nanager':nmpany This dped tesult ac cimes in 2 situacion
whereln the caw detariai supplier ia aisa the cemgeLicnt. Ia the

‘oommarcial apd oo a lesaer exranc the ‘;mEtizacienal mu-xet tie majer

natlonal A1seribocors. through which -in excess of 50 per.cent af zhe
prnduc' La “z0ld, ars. suhsidiariaa of the. primary paper producers (f.2. che
raw materisl 5uppli&:} slehough cheae linksgaa exist they have aoc

gsulted in zarfcus i=pileaticoos for che sub-secfaT Gecpusa of the large
nunber_ﬂf compenims in- the induscry.
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The =smail business component. cf the {induscry i3 signillicaac however 2Lir’
in exgess of 80 par ceEnk af thd as:ahlish:ents eupluying lﬂas chan 10F
people. addl:ian;lly, it 15 astimated that in axcess of 55 per sanc of
‘the empluymen: pruvided by thia industey i5- alszo gauara:ed by
-egtablishmencs  ampleying’ izg3 than lﬂﬂ peaple.

|
Tha - nunvnrhed paper products frduscry is :aaposed of apprqximacaly 1350
‘tonpanies aod "ead b beoddly défined az Canadlan owaed. Toreign avmecship
does play a rnll ig all Aubseskars, hawavar, Suc is zuch moce; ;rEvalent in
che conaumRr disposahle Eiald ahere three of che =zajor firas arﬂ part of
watlduide nrwaniza:iaus wich headquar:ers ‘sucside Canada. The converced
paper. p!.'n:ldu{:ts induscry, uglike che prizary LadustTy locatas produciian
vfacili:iaa, ‘Fer eoat and setyielag reasens near che guatdmar.
Conseguently, the 1ndustry is concentratad In the provinced af Guabes (10
nar cont of estahl!shmen:s] and ﬂnta:io ) par cnn:}, wich ainoT
:epresentatiuu ta B.C. (9 per ‘cear} and: ooly: a handfull of companies [n
each of the lresmaining provincas.

Alchough chers-are majer players im:all subzactors, each. contains a,
-significant naoher of smaller companiss which mihimizes dnminatiun uf

any aae :uhsec:q:- Tha subsa:tnf mose affecced by "zajoc pleyees” would
‘ba cansumer dLspnaanlas whatein -3 to 4 coopanies account far the oajdc
‘shars of the markat by producing branded products u:ilizlug nacianal
distribution. The ramaloing companies; afcan capecialire .aither In.
reglonal markacs, Aipdisitelial pruduccs, or in producing genaric and privace
Label. prﬂdun:s Ea be sold chiough cetatll chaiss: 1o the cotmercial apd
cha institutinnal suhse:tur, agverzl -axamples exisc. qE companias wikth a
unique. prudu:t 1ioa aak duplicated by any ocher cYmWpADy. deweyar, 79
aingie’ uunpany Ly wictidus namnet;tinu- There arm, in the. vallpaper and
peckaging sgc:nrs. companies chac represent substantial sales volumae arid
heiree play a gdjor vela in somé product limes. -However, g ane cdmpany,
can be’ clagsed es dominacing the sectols

As/ wall aa being the largesc existing and pecenclal marke:s, the U.3.
rapteganca che majoe ﬁnmpa:i:inu o the Canadién cooverting loduscry- By
comparises, che U.5. indunhry vends Cowarda larger productfoo faeiliz led
oraduding ndrrowar producc raages. Canadiag cnmpauies mnore uf:an ace
crying te be "2ll thinga to all oeople™ and produce a much broader range
of productsiio thelr plamts and on Cha sace equipment as deed chelz 3.
compecitor- Tha phunnmenan af langaz pradu:tinn rune &nd aeLe dedicated
prodeccicon equinnun: algs permaa:as cha T.5- primary Faper inﬂustry

in part cﬁn:rihuting to lawer paper pricea: in’ the F.3. sompared- fo Catada.
pddis 1nnally, the shaer siza of the i.5. marka: Ln relation co. cha
Lanadian :arkec alan pnrmits J.5. maAufaccurers .o tpecializa in specific:
products, :gch mare g0 than 1s che.case o Caoada. 4kthough it ia
diffipuls o gene—alize ETLET-E] guch & diverse 11du5t:?. the 7.5, induakri
woeuld tand tuuarda mocs . Licegration becwden primary pruduc&r aad . tha
gonverter Lhan 45 ta evidence in Canada-

ParfoTnanes

Tha converzed papar gruducts indusLry -qupplies produce oo vir*ual ¥ BVaLY
sther sector of che Linadlan econemy. 1o additien, che ¥ast ma jorify of
aroducts ulhimn:ely gnd up in che hdnds gf the condumer. is a tasulc, che
overall perfnrman:ﬂ af this iodustry, as wall a3 che Eutu:n JrOSpPESCE LOor
che. induatr?, vnry :lusely pardliel tha aur“qrmanca gE rha sgonomy 43 a
whola. The cecdnc worldwida- snd Canadiau recezaion was widaly falt acrocss
the industry+ bizh - congumes sgending being cuttailed during; ckis geciload,
tha pa:uaging and wallpaper suhsecturs wera dast directly affecead 23 they
are 'nvulvad ia conguoet - produ:ts thac often ars rying for the
discrefiunary spending af rhe zopsumar. ‘The" unnsumnr diﬂpﬁsahl&

and inﬂt*:uniunal subgerkors werda imsd affeEcced. Cansume- dizposables,

fe Eact, ean:inned to patform wail aud CODpARY- prn]an:s 4] chrease
c3pECiLyY, mﬂdarai:e equipdeac, and inteduce new producfs wetd In avidepes
:during thiz time. 1In chie case-of che imsticdsiondl markec 4 large portion
of their peoduct L5 econsucad by che food Sérvices L1dus:ry whizh fontinudd
] en]uy aqlaa inereages ,Hrnugnnut tha retessinnar? pariad. As business
aczivicy g&narally was mach lower during this perlod, ‘the cn:mar:ial
:merkat. lIlkdwise declined. The 5tatis:ics‘Lar tha sonverced. jasur praduccs
Lndua::y, under rev1ew, f3 dfEFicult co detarnfna precigely -as the deladl
Lavel of rha-atetlstical bage i3 fgadequats. Mlsc-llaneaus HES cacsgorias
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tnpt“seut majoc portlons .ol the.data. Curcent iadusery ‘ghipments ara

‘eselmated. at $1.76 billiagn’ coopared ta $.30 Billica Aa 1973, Based on che

edtigates .af igdusrry shipmnn:s, the sverdgerannual tesl geowch race Eor

‘the pariad 1973 to lﬂ??hﬂgs 6.2% and 5.7% for :ha*pEtAad (372 ta E9A2 with

a. 10 yesr averaga of '3.0%.. Encloyosac ta ‘enerently macimated ¢ 22,400

dirser {obs comparced to 23,000 ig 1913- Despite an {neredse {n thé nucher
-k eatablishmedcs and grnwth in the Lndus:ry. amploymank 1evels hava

decraagsd -as plades have been mederalzed apd as GARagerd hgva lea:ned (4
gparate more efficiently with fewer. people. The redent .eégnamla cecegsian
aceelerated rhis proceas. The gector does, however, ia gddirfoa co direce
employment creace @ gigniflcant nusbes of dndirect fobs especially 1o che
arsa o0F diageibucion. Discributors play-a large rule in rha .sale oF
converted pepaT products ospecially in che lastitutipmal, deomercial and
wallpaper warkets. Tha Lpdustry males a signifiéane coancributiom in che.
ares. pE* jab. crestion. a3 ‘escimates ravegl chet 30.7 Jabs gfe ersacad per
theusaad tonnes of sdper cobsuged, ¥arsus the’ primary indusrry which
amplnys 4.3 paople mar chousand coones of product produced.

Altheugh mary af tha gectiors products ave traditions=l, the Lodustry:is
constancly: dévaloping opdified produyéss and new p:uduc.s afcen in raspanse
[a cuBkomar. needs, new ‘substrate develapmnn:s and new :echnnlngy Thig s
particulazly- cTue - in ché CoRgumar dispasable, wallpaper and pu:kaging
subgectors. Althaugh ir variss considerably hetirgan suhsectura. besuaen
p:udu:: lineg and betwsen companiea, cha overall figanelal picture of the
paper convercimg lpdusCry can be described-as healchy. Concinually ristog
raw mAtarial and labéur toucs have UL preasure oo profic levels. The
igduscry, deapita chia, has remaimed prefitabla sith Zross pruEi:s up te
25 per cent and nec profics aversglog Appronimately § per-cent of sdles.
dther koy husiness. Taties &f the papar convarciag iudua:r? would T T

‘thae the indestry 1a Eairly liquid, and ac che same cime is conserwacive.

in-ik3 finan:ial managemenc. for sxsople, cthe curraat racio atacistics
fnr the "ioduscry show 4 current asset to curTent debe ratle of 1.8 to L.

'Ihn Andugery i3 also wall mapaged “Financially a8 ‘the debe co agumicy . razio

Lz in the rapge of Al csncs af dabk pet dollar of -cangible nec.wacrh. Tha
ane - arsa whete zhis diffaes L3 in che poger bag Susinegs faging-a -
declinipng market due ta plascic subasibut{on ‘apd to the cromd coward bulk

‘ghipegnts. This has caused most paper beg companies to divaraify lacn

plastic bag manufacruriag, rasul:ing in chi acquiafzdl ah of new ghohicecy

and.ag a rEBulE the coatfacting of adaltiunal long ‘term deht whan prnri:
‘Llevely were down. I[n chis product line. the debt .eguity ratia ls
1.8 em L.

48 1z che case wich the financlal 3arfc:manca, che fnvestmeot level vapias
cnn:iderably acToas chia indua:ry. The following examples cay sarve

"tn indicacn the ldvel of - ‘{avestment cequirad.in the _eonvartlig Lndus:ry,

which-i{z =uch less than sHat required in,che primdry industry- The
=splacemant cast o a packsging plant, including laventpry, Wik _anouak

‘salas exceadidg §7 million is estimatcd BL 332 mtllign. A couver:ing

plant in tha ceoAgumar digposahle f{eld capabla af -gemerating -9eles of
apprnﬂ,utm}r 530 mu..unn annually.is projected to paquira an {nyaacaent
of 518 adilion. addi:inuﬂlly, ‘e small plantk p:ﬂduciug Lnsritucienal
produzcs with salas cu:aling 91.5 million annually wowld naed 4n
invascgeat of SL million.

The iogvesrment ¢iipate ln-cha ladustry r&:l&cts rthe diversi:} wf companies
within cthe *nduu:vy. ‘The lsrger integrated or melri- 1atiﬂﬂﬂL oparations
are well Tidanead @aod- capltal speuding caquire—ents 13 mudernizatiun
andfar axpsceion are readily available. Hwélier conpatnies, which
TEQCasanc a sizahla pofcentage 9f fhe f{adugtry often auffar from :vsicaq
smatl Businéss problams-guch as Lhe availibiiicy 4f funds co finenée
modernization or naw praduct devalopment as well &s che cime apd the
raleut to manage io foday's coopiex business anwirooment -

‘Streagths apd Wenknofges

frerall, the cocvarced papec. preducts iaduszry fn Carada 15 -operating with
‘state=of=tha=-ark equipmnnt apd #3 well urildzes the iacesgt developments i@
tncnnology and ‘raw -macarial, By -and ln:g-,\Lne uEﬁﬂnDLﬂg? {5 impakred
from. achar coudkbTies, 38 is the majetity of the.équiccenc: \cne:heless
LCénadian\é&ﬁvartESS'keep *shragac 2f che lacesc devalnpmen:s in cheir
Apdusery {atarnagionally. Additiuna-ly, zha 1adwsrey’ hie a repu:stian ot



?ruduqing quality pradiuess, that <aa campets affedeivaly [rom a qua'iny
stand poimt ! with produacs pruducad by any af théis dajor competitors
arnund the uurld Addicionally,-as mueh of :hair praduc:s ara ajmad at
tha :unaumgr, che Canadian indua:ry conds Eo Kiap abraaszc of changea in
conIumer Eastss, and ad Jusc cheir prodiucts Ld mest thesa CcRAOgegy This L3
mgst inm. avidesca in che. gackaging &2c¢fpr whers chaoges in facily

zizra ard l+11ug stylaa, hawa rEEul:Ed in. shi‘ta from iarga Famd 1y size
pa:kaging td . gmaller unit packagas s:resaing canguzar.-convenience:

8y cortrast; chéere are gevaral majar lszues and fengerns which pravail
acThgs the wnnla -gecEof .and -hava a beatiog:dn nhﬂ Ln:ernatiuual
tnmpqtiti?aness of ths induacry- _RdW macarial cns:s (L.a- saper) ascounc
foe:50 per cenc or-mete of the zost of prudu::inn for mosc convertad
arodun:s- as 4 tesult paper i3 a cricicgl production Input to the
indua::y and tha ddequate sipply af the many di:faranu gradas requi:ad ae
intarnﬂ:.anally cumpetiti:a prices Ig adl Lsua’ aE conearn =ost cften
ralséd by 1ndustrv axdoucivas. Tradi:iunally. puper sricea Lin Canade have
baen highaec. chan ko tha 0<5. a3 cha pri:ar? Lndus:'? in Canada. afcen,
guffass. Erup dlsaconouies 9f goale dompared o7 Ui, uiLls- idditiunalﬁyy
cha limited. buving power -of ‘many copverters -dus £a ‘chatr cacsaraca siza
results in :educed ‘prder sizes and higher prices. Ia addicieca co price,
thers ia rodm for impruved comrunications and incren:cd cnnpe*a:iaﬂ
brcwasn :he primaty paper praducing industiy in Canada and the converting
Lndusazy This ig particularly crus io the arza of iepeoving
ln:ernational :ampetiniveaass and sxport mirket ‘Aerizloprent.

The .32cond maju: issue of coucerm in the foduscry 1d ctha area uhi:n can he
hruadly ‘dafinad a8 Labous managenent calaciawd, particularly as Lt relaces
Lo wage levals, ptnduc:*?‘t? apd intermational costs compatizivensas.
Iradi:icnally, labour Fatea in Canada exsoed chose of ‘aur fajer
intarnacienasal :ompetitorn in gauatal and [i5: manuiacturers An partisular.
o .- one Eactcr or grnnp gan ba held ac:uun:able for ‘this. phennmaua.
zlchough - highar {fafadian industr? vage' gettlamsnts in  genaral have played
a rola- ﬁddi:iunnllr, Eenerous wuge Incregsas im: tie prima:y indus:'y

, havE UL prssnure gm wage races in the nnnverting {ndiistty, bath by a
deaire to -achieve-paricy and hy che presence of intagratad araducats Ln
maat. subsectors of che convarciog lodusery.

These two coats Loems have resulted, ac cloes, in Capadian converi{srs ooC
being cost cnmpe:itiva in ioternatipual warkecs. In fazc, mget: {ndusszy
spokesran would agree that & recurm of cha Canddizn dellar to near pati:}
wizh the T, %. would saversly hamper tha: abllity of manmy convercers H-]
Jakpert, dnd womild signiffcancly inerease izpoct tresiure from che 9.5«
additionally, tha Canadian paper cohverting induscry oversll can be
.claasifiod as - domestic ‘fodiustsy fn vhish @any producc Liues davoloped
benind a tarif* wali. The-sxisting Canadian rariff taces ior: Cnnﬂerfed

per. prsnucts tangga kecwesn 7 and 15 per <mac, whil& J. S~ Farif;s are
\irem 2.3% Ln lﬂI

EE p Vo
.. o ‘1\ '
AAa (f,'/i —

The rhird zaino atea pf coacwrn, 4gain aff=ct ng -ficernacional
.nmpeti_ivgnﬁsa, ‘i tramépertaticn costa borh. dn:csti.ally and”
‘Lotefnacianally. Maoy prodaczs have -2 very ngh olead te weight cacio.
Cnnsaauently. trelght -caces play an impoesant part in pricing =ura:agy 1.0
in =urn caMPEthivancas CEvidence suggests thac freight rates .00k an‘v
within Caoada but to-iscernatlonalk dpafinacians. 43 well are nighar .for
Canadiana than far mest 9f €anada'a majer ermpekicats.

Technology, agpecially in the area of a0 prﬂdu:t dE#ELﬂpmﬂn:, i3
igportant in che converting induztty. The -{ndustTy doas however nave
aceess ko the latest ccchnalngical davalopmency, and avarall zaincains
stage=gi-the~art aguipmenc apd dsnuiaciullng proceEssai-

a‘eritical aroa, at pregsent, 1la cha. 3:rengch pf che ﬂar*h american
curTenciad (4.5. apd:Cdradian 3) ?15-ﬁ-v15 tha: curran:y af acper
intematinnal =émpeticor councries. ‘Thia strangth =ikea Canada ao
stbractive, narkat Eot. thesa cnuntr;ea and placas anrnﬂseu impere arESEUTE
on dnmesti: manu:-cturermp It alsn makes’ uanudiar guods ‘wore -azpdnglve-in
tnre;gn matkacs and affects aus cnmpe:*t;weneas. Tha wallpaper ‘subsECLaE
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hae aeen mase u::ectﬂu wi*h impnrns frgm Suropean counctles oa cha

increase aad eroding. th& Sanadian prudu:ers -radi:ianul maThecs. While

:arif: and foa=-carifi harriers 3T Inpur:ant Lhe rala:ive valua af the
Canaidian - dgllar rarsuz orhar currenciﬂs has a far greacss impact on the
induscry both in che. domescic .acd {ncernacional marksck.

‘Despi:u chase prublen areas, and cha Fact that cthe convertad napar
p:uduc:s Lndus:ry ia adkt.a high;y viuibla BERSET parfarme compared te che

_primar? Laddstty, exports:play' az impartanh role im the Industey’ and

SurTeatly reprascat a;p:nxiaa:ely 11} cer ceat af *ndus::y shi pucass: ﬁll

‘:ubae:.nrs are expﬁrting to varying degrees which cangz Stem vearTy codese

%y pae gr twn . galacted flrms Ln the consumst diaposabiea field to 1in
excegs af 30 per cont of produccion by all companios in che wallpaper
gmafor. THe cremd L3 cowafd méce companies becoming dedfoatad azpottacs,,
egpactally 44 che limiced growth projecced far che Canadin parkes wi1E

opk allow companies o fully ucilizae thair axisting production capaelicy

and/for o wxpand. Catadian converzers tead to oparace wich smaller
plaoes,. aad prudu:e much wider producs lises chan thelr U.5. compacitars.
At timea Lhis . acancmy of! seale phauumena has peen decriméntal ¢o Capadian
nnmpacinivennsa. Tha Lzsue {3 cus sided hnuﬂver. 4% many companies have

,utilizad chatr axpuriunce and ab*lity -3 pruduce smaller .Tens wich graacer

flaxahili:y co thelr advau:age in servicing small "niche” 2¥port markatay

at‘preseu:, while it varies coosldefdbly hetwesen product lines éverall

.capaciky ukilization wicthin cha Jadustry Ls ceacimared ar 73 per.szeat. In

paper bag prodisction, pvercapazi:? axisLs and faduscry adjuscmanc is
an:icipa:cd to contlnue. Sy ‘tontrast, uadet- capacicy axfscs lg. some
prudu:: lines within copsumal dispesables and newr produchion fFacilicles

.ars Lp the planning stages to address chis si:ua:icn &nd prepare Car

prajected srrong futurs grawch.

‘Fedaral and Prowipcial Progrema apd Poldieiesm.

Thata, are ad specifli gdvernment sidpport programs, difecied bo the
Comverted Faper Preducta. Inuus:ry, althnugh selactad Eirnu have and will
continue Lo use axlsclag, 5eqeral aipport prugranﬂ guch as CIRB, IRLE and
E5petially PEMO. Addicionsily, che dnduscry doss wcflize che indestry
counaallliog aarvices angd; other acn-sgnecary 44siscipce provided by DRIE
gnd provigelal - governmenra.

Ac presanc, a dpbcommitrae of the Fq;ést Sactor Advisory Counzil L3 in
alage ro review aod develpp cedompandaciond, to ail coocerded parcias, ca

‘the cooverted wood and paper 3reducts $EctoTy with che, Focus befag
Amprovad ir:e—naticn51 cnmpa:i:ivtnesa

Evolving Envircument

The {wpuprant oppertunities aad ceastrainis mast affec:in tha seEcLors.
furnre compaciclvenasa have bedt highlipghted o zha 3:reng:hs ard
wealmesses sacrtion and velate o Einan#ial acrengtil, modern aquipment . and
techoolagy, raw nn:arial supply. :rausanr:a:iun oosts, labour mansagemenc
reldcions and currency flu::uaciansq Erpoet markec. develppment wili he an
izportant Factar wich che Y.5. cepeesancing the ma jor preseént. dond
potential marke: The sverall pa:fur:ance of the Ladiiscey, by =easoo of
the sraducts ﬂnd users,,_s clusaly linked ta. ehe per-ot:a»ce zf tha
aconpmy A% A Hnnle Eausaquencly, the ﬂ:u]en:cd greuth af che Canadian
sconomy will nac he suffisieat 5o sustain more cham marginal arowch in
the. induscry unleas more qompanies p-:ce incressad: gaphasis oo apgort

‘markat devglopoent. #a T4 Ot groduct vacuwms axfst in che U.5. marked,

but nmiches of opportumictyide exist where Canadlan corperatlons can comphce
effectively. &k rimes, qur abllity to pioduce smallar praduccionm runs ‘zzn
ma an advan:age allowlng Catadian coovefters co gefvice amallar coppaniss
ot reglonai markecs {o ths U.3.

Coupmtitivegcss dgaessmtnl

Haay segmen:s 0. tha industry are 0L lncérnacionally compecitiver-aliheugh
share 4FKE TUMErous excepciuns in all cacegories, Qostc nocabiy aallaauur
and cercaln :lgxin;B packaging produses. These product linas ate wigll



~f -

poatticned £p take advantage of “expers apportunitiss, parkiculdrly in tha,
U-5., siven their predomisanc Eocdrians in Ontzcic and Turebec, and esvoai
:anhnalugica; auvantases in. praducts and prucass-

The bulk of cha industry, howsver, i3 mof caspdcirive with U,3. ar svan
,Huropean mauufa::u:ers becauia af che: curvenu weakansa af the Suropein
cutrrencisf. This inciudés most producze io.che institutionzl and
spacialty :umnzruial uategories Krafc paper bag prcduats, in Cfie

‘packaging cHALagutry, ars parc*cularly oulperaple. to 3 marse ‘campatitive o3

praduncs, ay wall ds plastjc subszitucion. Canadian consurer dispasables
fo¥dlve 8 mixed pigrura wich acme tompapies and praduce Lines béing
pxpoctad b the U.5. @n che ‘ather hapd, cther coopanies .ace prevapced

Fram expuz:iug as the Camadian plants were. ‘escablished, Wehiond che carlfs

"wali, &o servica unly the domasric =markat..

To remaln ot hecoos :nnpetitiva, thé indusiry will have {o dddrasa Che
majar cogk elomsncs. These ipclode: caw za:nrials. which  can represenc
over ;ﬂ: uf'manufacturing cost, Labour, and :ransportatiun The 2a jor
players re addrewis there prnnlamﬂ are magagecankt and lahiur, while

Government 15 .ableé ‘Lo act as a eatalysc and provide induscry cowselling.

[_. N EMPT l
| /5 (4]

—

The . 3ector, ;hy -ard large, dues not lack aecass co capital for [aveatment
ia godarnizatlon and :echnalogr, kit chiz 13 npt 8 majaf cn:pc-i*ive
factor as mth of the indusedy uses’ s:ate«uf-:ha-art =quipmentn_ )
improvemest la najur codf facCors above ars ::strainad by inzeicucional
rigldiciea sucn an- :ransportntian repulacian, :auagement!xabuur .
denzzrainks and limita:ians an product speclalizacion afféating che
pelzary ipdustry, hanne Ehﬂ coat of papa:

T& “‘Yf_. mPT

Kf;if'?/ ] ,_____f

Dapartmene’ af Fegfondl lodustiidl Expanaion
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FACT SHEET

{omwerraed Paper Prodicts

-8IC{=) ~ 3733; most o 279

L- Principal Staciastice L9580
Estahlishmenry L
Emp loyment * A 12,000
Shipments($ million} 1,300
Exports {5 millfed) L5d
Gomeatic Shipments (§ million) 1,158
Iepeets §§ aillienm} 120
Canadian Harker (3 mitlien)} 1,270
Exparts = % af ghipments t2
Ippoets ~+ I°3f Damastlc Market o

1981 1982 19B3LEY
&0 150, BT
13,000 SI 080 2,400
1,500 1,830 TB.F00
155 L LE0
L,345 [,530 1,548
125 135 130
L,47g L, 3RS L.&870
19 g 3
3 £ B3

* flag gendracés indirect scploymenc espacially in the disteibucfan Eleld.

2. Ragioosl Marcribocion - 1982 Atlantic  Cuebae taearia Hasc
- Esgablishoenta - % of <atal & 3q &g 0
Eoployment =% of tatal 2 27 a5 T
Shipments = % af totfal 2 a7 a3 &
3. Poreign Tradae O.5.. E.B.C anfa Orhers
Imports - % af cocal L9BI1 9 1 1 &
=L 4 90 1 1 B
1983 2t 1 1 3
Exporgs = ¥ of cafal 1341 a0 3 1 8
‘ 983 a0 1 17 &
1983 80 1 L g
4. Majux Firoa
1. Coodumer Disposahlds. &, Wallpaper

2.8.:Eddy Fareac Produscs
Rimbarly Clark

‘Zeoct. Fapar

-Jancella Tae.

2. Ipnscituciomal . 5.

Dixie Camada LEd. .
Bondware Divisien Cower Industrias
Perkins Pape¥ Prodidts Lid. '
+d.. MeNairn Led.

3. Commereial
applecon Paper Cinada Limited

Cukting laternatiomal
gastarn Uodred ?apers'L:d.

Berkley Wallpapers Inc.
Intarnational Wallcoveringz

“Horth 4cerican Decoracive Erodusts Lod.

%eid Decoracive Prodacts Lbd.

Packagiog

issoclated Paper Mills Lad.
Bobar Packdging

UBG Packagling

Twinpak Ine.
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5. Tarlff Rates faf Selected Converted Psper Producgs o

Canadian a5+ EEC Jagan
Table Hapkina 10.2 3.0 11.0 1.8
Disposable Diapers 18,2 3.0 7.0=13:0 z.0
Flacemats and Doflies 13.2 3.0 11140 I
(Paper) o .
Paper] Zandwich' ags 9.3 33 1z.0 5.2
Wallpaper Ta5 .0 7.0 3.0
Businggs Machine Ga9-L0.2 1.0-5vF  Fi0-E2.0 b L2455
Fapers ¥
Flexible Packaging *  0w0-10.2 0.0-5.3 10s0-12.0  31.3-5/%

‘4 Tariffs vary.From specific preducc co producc- In packagisy, che cacdff
15 haged ob highast ¥alua couponenc o che Finished producc.

4 tokyo voumd 1987,
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. INDUL.X? COMPETLTIL' - ;S PRQ_T‘T:{F.\NAL AunhlSlz:AF;

LA s “fyir."ri:b‘cumzms

F.x:.-.czrrws SUMMARY: PETROCHEMICALS RREE

mnus-mz DESCRIPTION ~©° 1 o

» : i : ; : :
7’1 The -petrichemical induscry makes up ovet 50k of the chemical manufacturizyg
—

[

induscey -in Canada. Pe::ochemic1l capacicy is located ‘in a\pruvlnces.,
Aiberca, ﬂh:urid Quebec, and’ SrL:Lsh Columbxa. The addt:tona‘ capacicy in

- Alberta ausouiated wich the LY84 scact ‘'up of ‘Alherta Gaq Ethylene's seccond

— ' world sun;e unit has resulted in-Alberta's cominance. : The {ndustry's caw
materials are presently derived ‘wainly” Erom’ crude ofl in cne eascaand .fror

=] "aatural gas in-cthe west. The companies that ace .avolved in the:sectoc arc

—_J for Lhe west nact large muitinaticnals, the: m.jurt~v being ‘orgtgn con:rol‘gé.

‘ {Pulyser o8 2 large Canadian uwned mulcxadttona..,

o T, k - ‘

' . fhe DULrﬂLu;m‘Ldl sector is one of the most technolugiuallv advanCed acnd

] highly Zupital ntensive sectors of Fanadlan uauufdc:urmng induscry. lc has

heen characterized in che past by high growth ra:es. Responding to unerqy
po.iuv in :h» {97u's that was almed ac providiny, Canadian industry with’ ofl
and gas nl.tcs ‘briow rhose of thelr international cozpeticors, the industey

— tnvestaad i1 worli scate (actlities and this led to a positive bhalance of tride
toc the Tirst time in L979. : B
. ,
“J S Y Genecatly the companies within®the sector are Einancialiy stable and
. usualiy able to weather the periodic wconomic downturns.. ‘The dep:h und
g ’ : duration -ei the cecent recession serionsly affected all companies in the .

. sector and, in addiciun they are uxn;rlengxng compe’zcivu alt:iculny.f
) particularly in the casc, due to the loss of the feedstock cost advancages
- that they had wajoyed prioc /to 1982, ' The situacion in the east was so secious

= s T Ny . )
that, divided ‘equally becween the federal and provincial .goveraments, 350
o aililon of Qoverasent assistance was ‘provided to Pétromont -in tluebec in the

two=year period eading Hacch 3L, 1963. The gas based sector sufferced.
= substantial losses in :982, 1983 and 19846 and sctll has aot recurned to
acceptable peoficabilicy. ]

- st e g N .
“The pi‘trochemical indiuscry produces a wide range of produc:s that are
o
turtiier uppraded by other industries in Canada {nto an array ot essential
o industrial and consumer products. These downstream induscries employ ia
7 ) excess ot JU0,U00 workers. In addicion co domestlic requicements there is
~ . pteat poteatial for peimary petrochemicals in export narkets. The U.S. is
: Zanada's wost iapuctant petrochemical markec but-Japan (s alse importaac four
- .»sﬁern prudu;;c>.7 Ocher Pacific Rim countries, Souch Azerica and to souwe
‘x:ent nutnpe d-SO tilave’ pocent{al tor Canadian exports. .
- N P » B N
. lNDUSTRY SIRENGTHS‘AND VEAKNESSES. et
= R a) Structural : L
= . ) . Canada bus a real advantaze {n terms of {ts eneryy resource pusiticu,
solacive to virruallv ali other industrialized nations, paccicularly in
] nd:ural has. B I A :
¥ » '

. e e e, epaie e i aias o Cemia i s aeee e e ey
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The nverwhelaing factuc in determining compeciciveness, however, {s
teedstock pricing. Wich che kind of energy policy thac exisced while most
of the presenc industry was comamicted oc huil:,4:he induscry would bde
interuaticvaally compecitive and would grow. Present cneryy policy has
allowed Canadian oil prices to become market cesponsive. This will resuil
in no grouwth and a.poasible decline with shutdowns in the oll-basad
secenc. ost of the gas—based sector already enjoys fewdstock pricing
that is below world levels, but not by enough to overcomc the freighc and
caciff penailties incurred by shipping to distant export markets.
laplementacion ol markec sensitive .pricing for natural zas (by November ..,
19485,, undes the terms of the Uestern Accord, may ifaprove the stcuation
but-little or uo prowth s expected in Canada uanless and uncil there i3

‘real growen in wocld energy pricing.

D

Energpy rich developiay nacions such as Saudi Arubia encering cthe
petrochemical field do not have Canada's well developed industrial base
‘and ‘highly educuaced, skilled workforce.

tuc celacively small population, spread across thousands of =iles
results in traasportation cosc penalties ana a relatively higher export
cowponeat: of the output {rom world-scale plants than our =ujor coapeticlon
an the Y.5. Gulf Cnast.

. tnitial capltal and operating costs are higher {a Canada chaa on the
¢ U.S. vulf Coast because of our severe winter climace.

b) Incermacional Trade Related - - l -

nost of the new capacity wich which Canada will have to coupete {n
virpurt markets will be in developing countcies having GSP.stqcus in targ=t
‘markets. Canadian products will face significanc caciff bacrriers in
vntering these same markets. '

leade Lineralization with the U.S. on petrochemicials was a

- ‘ ceconuendation of the LY83/84 Pecrochemical lnduscry Task Focce. The

; : ‘uptivns tor achieving significauc-liberalization of trade wich the L.S.
; ' are’under ceview.

c) Technological Factors

. © 74 strenich of che {ndustry is that {c has aodern plancs whiich are
world compecicive in scale and cechnology. More than two-thirds of the -
indusiry's investmencs {a Canada ate less than six ychts old. [n addiciun
asditicrtions in the ordur ot 325V amillion per vear are cén:iuuing to be

wade 2o petrochemical facitities to add improved ceclinology.

d) Governmental Factors

=

Federal:

Much of the axatsting petrochiemical invescment was wade in an

enviroument in which Federal cuergy policy was atmed at keeping Canadian
enecyy peices below wortd tevels to provide an advantape to Canadian

industry. tThis situaclon peevailed from LY73 vawards and was ceatfirsee
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in dcrober L¥80:  "0f1 prtcing policy should translate Caradz

r=lurzve :Lrenr'n in oil and o:her energy in:o a competitive advan.d e £O°C
tanadian {ndustries through_prices that are below those prevailing in

_other industrial countries”. "Lt was on this basis that che iaduscry
:omsicted Sb billion of investments between 1974 and 1Y&U.

Ally;his L“anhcd with the lemorandum of kgreemenn on Znergy Pricing

and Taxation ¢{ {4DA) between the Governments of Canada and &lber:a

(Seprember, LY81; in which no mention was made of the 854 price cap on
Canadfan oil prices. The MOA did fix gas prices at 653 ot the eneryy
»ﬂuivalbnc price of oLL, at Torontu, but tc also added new taxes and othzr,
chiacges on both oll and gus, while coutinuing a regulated prlulng regize

for oil. The wocldwide recession of 1982 resulted. in eaergy prices

tailing elsevhece {n the worid while Canadlian prices continded to
{ncrease. R

" As a cesult, the ofl based industry lost the {eedstock price
advantage thar [t had enjoyed reliative to Lts iuternational cocpetiticn,

-while che advantage that the gas sector enjoyed was greacly reduced $cow

tive icvel anticipated when the invesiments were commicted. =

The Industry Task Force Lhat reported to government in Februacy iysi
aiade sevecal Ecrﬂmdhndﬂttbﬂﬂ on enecygy pricing and taxation changes
dissipned Lo make Ganadian pxx»ln5 more warket responsivw and to reduce

.upt conz taxation. ‘The 5overnanL response of June iY8« did not implezment

uuch rucommcndactons.

When tne prqvt<ions ol the Wesceen Accord of Macch 198> are fully
imnl¢m9ntcd nost of the lnduslfy B rucuu&;ndatlnns on cnecgy issues wil
Lave ann ‘cc.

Provincial:
} :Wos: nt :hu new pncroch;mlunl inves::un: by the industcy has beea
lucaced in Alber:a, based on that provinue s large reserves of natural

PUS.

Pecrochenicals were iduencitied by Albercta as a sector that would help

‘jlt achieve ptovnncial goals of iconvamic Diversiticacion, L.e. co become

less dupenden: upon the sale ot unprocessed resources bo:h renewable

k\abrluul:ure, aud non—reucuablc woil dﬂd gas).

'no‘onher incentives were pruvided to the LnduSch' in facc, the
p:nviuci L "scepping out” pnlxcy that required new plants to locate de\
{roa large wmetropolitan areas vesulted in significant ;apl:al cost
puralties. ‘lhese additinual cosis plus the freight eost penalty in havias
Lo serve cﬁpor: warkets (row laadlocked Alberta were expected, by

Ccoapanies inVes:ing in dlherta. o be ottsec by a4 teedstock cust

Jivantage. .us: at Lhis Jdletlke was lost tn Y52 buc is expecced to
Tstuen b ~ng lnte,lgbu s worid gncrgy rrlc;s inLlUJae. ’
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lbersa nas done nocthg to mudlfy the ptovxnutal tcval:y chargas on
petrbcheuical tccds:ocks :o help Lts induszry. Provincial royalcies cn
oil and gas represent about 304 oE the well—head prices oE cthese
')ua:eria's. Recencly Alberca anncunced assls:ance to Alberca Gas gthylene
(AUR) thac uill ex:cnd to that compdny the advancages of wichin Alber:a
PEY pr;ciny anoyLd by other Alberta producers and help overcome the
‘n:hanc prlriug problems :hat resulted tn a chree aon:h shutdcun in 195_.

e) ‘Other factors

) Lven when the devalnplng caunttles rich in otil aund gas enter chc
worldwide pu::ochemtcal mereLplage in a siknittcan: uay, Canada will have
an advantage iu ‘being tebdtdhd 4s a secure, dlversified soucrce of supply
to other Mounc:tcs. Cannda s reputation as having a stable 4nd creliable
‘business cavicoument {s certaidly a large advantage in teras of
iuterndc‘onal markecing. This repucacxun is based un uandda s hlstotiu
puthLCﬂl s.abxltcy and matuce Lntra;cruc:urg.

EVOLVING ENVIRONMENT

1984 was the thira year in a row ln uhich the industry showed before tax
losses axceedtng 200 million., Once :ha anes:menc has been made, however, a
company will opera:u as, lonb as ic is makinb some ‘contribucion to its fixed
-usca even it ic . is not uovertug l:s EuLl coscs., ‘Ln the case of AGE, the
Lchylunb Pua:omgrs have take oc pay contracts that dictace that they concinue

* to operate even Lf they ace losing money.

.

SuVLtL nvcrLdpnrlty s:lll u!LsLs in chc world and uncil demand improves,

’aL'oalng tuc price Lnuteases, profitabilicy in the Canadian Lndus:rv will

atinue to be unau:lsfac:ory. Lt is expected that it will be cthe late LY8u's
- hetoge horlc iupply/demand COEEﬂ mure into balanca.

The U. Culf COast £s uwow the ﬂinxmum cost producer and price setter on
pccruchtmigals- Decon:rol ot nacural gas pricing in 'the U.S. ia 1953 oay
result {n iacreases in petrocnemical teedstock costs in'che U.S. pucting
upward pressure on pecrochemical prices.. The flrs: half of LY8Y, however, has
shuwu no sign of ;his}hgppening;;

New capacxcy will be :equlred uorldwide by the lace l950 s and with che
correct investment clxnace aud .ecdecouk priciab,yaome of this fnvestment
coula coae to Canada. htnce it takes 3-4 years be:ueen the decision to build
and planc s:artup, these lnvestnenn decistons aust be taken soon. Unless
existing, prouu«vts are protitnhle cnuv are unlikely to comait to
adﬂltloual .urhe Ldpltal anes:munns. B

Pur the ,as bdaud SECCUC, thLh already repre:;n:s :he ma jor part of the

exis:;ng Ladus:ry and has che pncential fut further growth,
macket tesponsxve priang anu the uptront fiscal bucrden.

the key issues ace

The Alberta border
price noncept, s applicd, prevents gas prices (coun ad justing 2o teticet

incernationai vonditions. Hven within Alberta where contrace prices have Heen
negotiated, tnp basis for the coatrace price is ofcen the inflexible bourder
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price. - Taxes ana _charges applxcd to feedstocks have reduced the feedstock
cost advan:ares chat the exisclng industry had expected and leave it
inaduquate to attract furcther lovestments. Rewoval of the COSC sad che
shasing ont of the PGRT which wece p:ovtded for in the hes'e:n Accord, will
¢ive gas producers nmore flexibility in secting feedstock prices.

The June i, Y83 decontrul of crude ofl and refined produces will not
testore a (eedstock advantage Lor the oil—based sector since Canadian prices
ate cxpec:ed L b; higher than those on the U.S. Culf Coast. There is the
potential tour teducxng the nil-based ethylene producers' feedstock pricing i&
viadbl: {acilicles can be convected to’use the natural gas liquids {NGLs),
pzoﬁuuui&aa putanz. OUaly the individual companies can dectermine {f coaversion
Lo Gls wiil cesuli tn viabilicy. k '

Buth the vil-based and g&s-bused scctors of the induscry support a
bilateral trade agreement with the U.S. that would lead to zaritf ceduction uv
etinination. This {is parclculd:ly important for the Alberta and 3ricish
Coluania indus:ry which, on the uhole, depends: on export markets to a preater
extunt Ciian petrochemical producers in Ontario aad Quubec.\

l ;xamp - 150y

)

. . Py .

facirts on n;.rochemxcats bccvecn Canada and the U.S. are brouadly coansistent,
althougin soce sizeanle differences exist for particular products. These
taricfs ace atso tela:tve}y high and will cemain so, c¢ven when reductivas
negotiated in the Tokyo Round ate fully implemented. Non-tarift barcriecs ate
not significunt fur this tnduSccy.
inder chc’ncw‘cnutgy agrecment, recovery of the Canadian pecrtochenical

induscry and any fucure geowth is dependent upon groweh la world peccocheaical
dezand and a stceagthening of world energy and petcochemical prices.

- STATIST1CAL INFORMATION

Principal Statistics 1980 1981 1982 1983 1984

Zstablishments. - 34 58 bl 57 22
Zaployuent. . 3,0 16,251 15,435 14,553 i%,638
shipuent (3 aLLlLun;\ ) 4,220 5,022 4,236 4,992 9,238
Zxpocts (v sillioen). 1,234 1,406 L,3un 1,550 i,06S
vosestic Shipmeats ($ miLLton,\., 1,842 2,37¢L 2,078 2,313 )
Laports {» aillion) - L,058 L,22b 1,033 1,475 L,nvd
vanadian darket (o miltion, C2,890 3,597 BRIy 3,788 3,972
Exports = 4 ot shipments (2) - - .l 38.2 39.7 syl L.y
imports = & ot domestic macker Ju.0 4.1 330 38.9 6Z.0

i, Lecludes tatecedaiates
e, nnd Pruduces :

e
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Foredan 'fra.de* T.5. Heatern  Aala OEheCE
loporgs = % Bf I:nl:al L o8 77.2 171 1.7 1.0
Exporta = & of htal 1982 33.3 23.7 L3.u ¥y

Pat;ﬁ&'hﬁﬂ‘cﬁl'ﬂxbdrbs -U,5: a3z £ .of total®» 1931-86 FISI-33  U§I-3F

)

Hajor Firus ‘Hat Falea ¥oc Insama Emolovaes

1. Falwyear 1,336.9 g.7 3,045

2. DoWw 1,221:8 19.3 3,822

3. CIL 1.413.8 3.9 5,737

&. [mparial pil 3,027.0 2400 14,732
Essa Chemital 945.1 (o -

5. ‘Du Fouk 1,1E4:0 5.2 4,991
Chemipals aad Plascics 670 - -

* Jphcs Can

SLIC Group 512 Qrgaoie’ Chauicals
+ S1IC. Graup 531 Plascie ma:erials BEG.

*%. Capnadlan chEQiCal ?roducers’ Asacclaiion

Sourca; GCanadian Chemical Praducars’ Asacelatfon aod Scacismcics Candada

Resguree E‘runas:i.ng lnduscries Sranch
Depar:meqc at Revlanal Thlugrriil Expanst nn
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L CCMPETITIVENESS PRGFILE

- PATMARY THOM aMp STEEL
SIC (291)

1- STUUCTORE AND PERFORHANCE .

U.l "3TRUGTURE :

The primary [ran and scesl seccar coasiscs af L7 cnmpanies wperaclog 36
Eac_llties across "¢anada. Thede companiles prodiea “pelozcy rolling mill
prudua-s semi~finished. ingats, -blocma, blillecs.-and slabs, Wheeca, acrip,
olark, bar; . rode, struccural gectlgas and ralla,

Thess are thrae ganeral -clagaes af producars; latge "integratad” ailis whizgh
Zonduds Lrun ard and Bruduue,a wide cange af prudu:—gl Aloi-ills which
cansume Eerrnus scrap and producd’a liaf{ted camge-of produdis; and
“processers” which 40 noc kalc staal’ buc. produce- 4. nacrow Lipe ur PTimaCy miLl
atoduces. Int.grutzd mills gre Lnzagraced backwards [nfo raw :n:e'iais {Lizan

‘ore, coal,, Linzstone} amd Eprward {ate Elnis hed sroduace (pipe, wize

prudu::s). ¥ini-mills zay Ge bn:kua:d -ntegr;:ed {scrap} and Farward

inEugrated (pipa, wice gtuducts} .

Wofe-chan Y0 of cheé Lndistry L3 privacely owdad and Cafadian contrdiled. Ty

amilld arve whally provinclally swned (Nova S:acia, Qasbea) aud ana hag partial

pravincial owneeship {Saskacchevan} .

Eraximity to mackut ls Che prime detragminant - of ni{ll lacatiun {abouc S04
gntaria, F% Quehec), bae :&chuﬂlogy {very largn pruduc:iun scale
requirements] dictates dispropaftidadtd concantratiae in Cencral Batada.
Thrae. cnmpanies, Snalen DuEaaco and Alguma, canstituce 754 of :hu dnuas:i:

~capacity, bue Sadllar :1115 play impnr:an: Legianal rulas

1.2 PEHFGRM&NCE:

Ledplze caplcal- tnvescment af, SJ aillicn and commigsioaing of severai new
plancs since L4713, the Lindusciy has expecienced ziow va lume” grawéh, primarily

due €0 domestic steel msriat gtagnaticon. Canadlao sfesl conguapclon

u::uall; de=lifad on avarage by abodt 20,000 cona pet vear becweza 197 3=19433.
Grodilag axpores {hy about L3I0, 000 Cdnras nar yeal du:ing L373-33,) hava aflgat
dowmsgric crends .dnd- allowed Eu: sone Lncreaze la ghipmencg. Ioperc
pe:e:rathn has ganarally cemalded unchanged -at redadnabld lavels af LDK ca
L2% af Camadian damand, but sigaiflcanc price. arosfon fas basn expscienced

aince 1982 as a ceselc oF 24 Lncernacional glut af’ low-sriced sgeel.
‘Harkeb wacuricy In [nduscridlired seconomisg L& Chd oL 2duse: of che slugEish

pe:faruance, Due cae: .atl -shock, techuelezy {s::ﬂuge: arealsy; hEttEE dusign
envsnee:iagj and apifiing anarnacional warkee ‘forces [manuranturing in LquJ
e mecrtant conkripuicing accors. New fugilitios-onew viawed dg. tacsemancal
Lapaclcv have becoma caplicssent dapEgity, wx.ﬁ a doncanicang :iduc: CiL in

“sldar agquigFaent.

5omparad with arhac integrated staelmekecs, sradicldonally Cansdlan steeldakecs
heve hian among che most proficable 1ﬁtE'natiuna11y Euufxnabil':, declined
shacpiy In L9B2Z,, hawever, and only ane -lotegrated Campany; Dsfascs, recave rnd
sc:nngiy in-1984. This 3aqrnr Chowaever, Tig gauecally undarne::ﬂﬁm@u the-
averaga prefftabllicy £or all canufaciuring 11 fargda since Zhe egrly L3704
This crand bs exsected oo zoatldis i3 sofc maThatbs, akedss supply and che
wroving. pragence -of low coaC duppliers (Lﬂca] HOTH T2 SUEPEegd wATRal 3ricds,

lo arder co-arcess af Caverse thage rreads, caplial. iovestments af about
53 Bilkion mustc he undegraken by the and of che decade. to reduce cagts and
cnhance produtt qual;ty. Som& campanias, na::iaula:'y Algnma, nave
actugulaced 32rlcus debe loeds as-4 'asul:'nr deac L;nnncfng ot Q“Plual
pred tmezs and bcrraulng ko suppacc re:*nt ppecatiag badsas. The Eet Endlng
:atha Eirmacicn peoblems -end 26 he sompany-spaélific rathac chan a 1Ener=-
sactor condlbien.

RIIURES
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. DECLASSIFIED Filibent BAE
FERERS ; GHES EXTERIELIRES
The Lnduu:'y will lncreasi1gly become capical lntarsive: in arder ca dacredss
lependenge un incernacionally un:ampﬂt cive FacTor aogzs apch ag labaur. -q;

axampla’ DD:uﬂcn % recent ANNOuASGEBLL- of 5600 aillidgn-ia eapical p:ajaccs
indleites a uat emplayuan: gaLu af oaly 140 Jooa.

3. STIENGTHS AND VEAXNESIES:

2.1 STAUICTiaL:

SLeal warcets ara changing, beth [A aize dod fn compesl:ilom. Hanv Enrces
uniFh suppntced the marker' s struetuzal geowth gyel®, sesation of
Lﬁt:usnruccure tn iodigtriabized countries, :Elﬂduﬂt-iﬂlLaall“ﬂ af Zufape amd
Japan ecc., bave macuted. unun—sazing ‘of aucamabilég, aubs:L.ut;un of
waterfals \:ancruta cor s:ru::ural steel} add impesved na:ﬁnnhugieg {acronger
acepals, r=qui~e towar gjusneicisa, Lapeaved dgalyn’ Cachiclagy Ablaw ore
afanien: bnusumpntnn af matarials) all comtripuced co-declls Lng staael
condungticon ger capL:a'and arasl Ln:&nai;y in Canada. and ln wodt othar
imdus:rial=zad cauu:rias- Inte:nacicnaliy, steslmikdr s muat fomE j1- grlps
WwiEh & quantitutiuely gature warket which, simutianeoualy {4 pushing i
ce:hnnlqginal Elmlks for produgts quality.

Tha dumascic:industrg Eanas cnmpara:‘vel; LLttla ad juscaent hy Ln:erna:tanal
standa:da. duat plants ars bE Lnternaninnal scale and wall clagad with
taspict %@ machkacs: La Candda. and che . A.a. Unlike . 8. vompanieg whers
Lavestaant Has hega sgruad acrags .gaveral olants wich. suh-ap:,mal ceguicy,,
Canad fan firms ganecally gperate. singla plades and can Ficus new {nveédcoancs
o XLy advan:agﬁ. Adccusl closuces .af fanLLL:Lea navea heen cumpara:iuaLy
R, aL:hnugh thaTs has hesn a Bene:al sheduinh -3 1on-355uunlal labpac. It
has heean est*ma:ed that Cauadian arodusess Cequire 3Bour 510 ges vear per
cange of” ;u:run:Ly';ns:aléad Eapacicy ia ardec co.be cgchaologically
zompucicive. N.5. Elros ace expected £o cequica Lovestmdar &0 WISk “his rata
aver Cha nqx: Eive yadrcd. ‘

Uguwegric willis are. 5EuecaLly uot eapabla-of Zeupeclag praficadly agalasc fow
L1LYTS ﬁupﬁli&?s_ou:hida aF darch aAserita. [o Canada and che U.5., however,
chey saln bdck siie- adieoisge by cunpe:ing ather Lhan anLaiy o0 price.
Zanadian ollla can EuECEEHEuLLy supply Caradiaun aid U- 1 ULJS «hich have
EPEﬂLfiE, dﬂudndlﬂh 1ueda Ear. produscs and sacyices such a9 *jugt in 2ime”
de!qury Prbxiany cn- the largezt’ apd wosé lusracive ‘Incarndcisnal - aceal
warkecs [3 u wgjor fuatur Lo Che acrceageh of cha iadustzy.

rhe aajor Wegkagsded af-she lndusify inelude. Lacarnacionally un:ampe:it*ue
;aunnr cyacs! {a Labour.ind cha relative.srrangth of Canadfan ETIT R C
uurranclus 1nt=rnatLunally i WU spread in Capddlant aud .5 ‘dallbazs
.srdﬂtly asaLlics in Sueapkbing for focch American Budlaess; Dub Canadfan wills
abd at d~51hni£iuau: Jdsudvancage againkt wost other induseridllzed and
Meveloployg cauaizies Wwigh TUCTRACY angnmancs naw -in place. Dowescle cadTouey
1 :n*:ﬁ‘nas al=g redurcaed Eha Lumpe:ic*uaqﬂss wf Taaadlan 4ud U.5:
manuruc:ur::a 2f 3twal [ofensivn., gomls, Cuccher ceddasdng Foroil Adscican Etaei
dsndud

Cogc reduction is wsssncial v loproved., :ru:itdhiLi woand zecurlog wackms
“aliags o ummuudL:;-graun peodases - i;;hsr pcaduc: quaL‘f B9 nec2afaly LY

A ild csmue:lnb head=aa Szl lou cost predoésrs, ami e ddci L3ty :he
'Eﬂu;’uﬂun:u of che hign sargin ‘wraduct custumerﬁ 5UCil-ag ﬂL.s Host
p:nducers acs uudﬂrtnulng EdpLLdL saenuxnb S uesf £hede uhjec:].ves1 L: ig
nog claxg, Juwever, that redoced céeCs: wLLl ne;esaar1ly Lead ta nlghs

infustly, p:a: cn- nnc;nuing Dv&r-canatl LAY puah prlnns dnunua:H 4a_u,s_&
Jaeline.. Erndu:ars wiieh do dse Lﬂpruve Lnsts uidEr ERiE FoeNATLm, wos
dgdcbned 2o become iippelessly snooopacticive’ ia the- fucgcz.

.
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2.2 THaADE TalTUHS

Trada iagued are »f fundanental imporranca fu the domescic dcael ilodusteoy,
Dalh Ergl fupuct -and export, perapactives. Slnulhauauualy, the Ladaszcy 15
beLng pruasurad by ment:s ottwn unfalely braded Hﬁila iut Edsiﬂgly fduxng
Cerlif-and anon=taciff harriacs dbroad.

Tarfffa: Carad{an raciffs are oeminally Lighar cham chosa Ln the .5.4., hut
wien ppd=-usa exemptbions, ace caonsidersd, che effec:ive rarird pracacsian Ls
saky =hi, and declining in Wécardance wich #T4 schadules. Exlsciayg .4:1’:5
drg: gendrally Lqu estive [n linicing Lopocts from effahore suppilzcs due o
Lie [eadeancy £t Jdump e &ubsidLZE acesl AXPOTES .

Hortwal caclffa Io wcher cuuntrles ara nat seneraily u bagrier to Caaudian
BHparTd. Tariffs du become "a siunificant baetfef Lo Canadian producers,
hbowever; Jhen Lhey a:e yaed infancfenally fo casErict. inpurus as & f&sulc gk
dalaguard Hobions. .Eeﬁeut examplas fncludes U.4, surchargea aF lJK én Lapared
uf ggalnleds scesl sheara.

HomsTazifF Barvisrs: HTHG atd .n:reaaLrg ¢ becoming an Leacfumsac of firglgn
goveromsnt policy. for Cadadian s:EElmakErs. U.5.4. 3T3a are.che nost '
slunlflcane bacadaze it 13 a warksl ia which® Canqdiap oillls ara. schatwise
generally compatitive. Recdntly, ohie U.3. Jongregs has shown a willihgesegs i ra
rainfates Aunfair trade and safeguard actians adainistered wndac axizeing trade
laws uthh new HTBs . A current Example ia¥slver 0.3, zequi*emnncs td mack
Ladfvidual - plpes and Lbubes ‘WwiCh councey ‘of acigin. This type of accion,; over
tha loagar term, pregents a sarleus thedat co the IaduscTy us 8 tﬂsult’uf Lha
unzgreainey Lo &reatas abouct coatioued market aczeds.

A ,unadafu,a.ﬁ. hle;eraL cragde ugreemeut an steel prade has been exploced
with Udnadian producars’, Al 4 propesalito dnfer di scussidns Lo chis cegacd

wag-ytfzred o and gzcap:ad bir che F.3. 5qvernment ‘in apzil. L?BQ. 1.5,

iwdus;-y defarted dbscussian -at Thag tiug due to penging’ snfeguard aceléns
ngaLna: 5teel Ampufta:  Cercaln B.5. steel Factions cejected che canseps Ln

Fx EmPT
ff?flj)

] The. géneral induun:y sensansus, which was

i unanimﬂus. was chac. bibefallzed trade. would e Eavoucable. Tha Luu; Tarm
*ausequen:eﬂ co tha sau:uc.<tncLuding inpact on fufufe iovedTmenc patacne
need £o be further exploced.

F.0 THCHNGLDGIEAL PACTUMS

Canadian:aills acu valacively aodern cempared with Ch atael -plancs L4 nurup&
aitd the W.3.4, today, Dub the fapid vatidnalization/iodecnizaclea progzais in
thasd counceies will-rtesuld - la rery gueh woowe compweicive facllicias in che
GRAC future. Canadlan’ nompaqies "eueralLy huue deEy mgdern Eidishing
EacLLLtLeu and comseduencly can tuddantrTdce spending on grimacy facllici2dg;
Lupruved tEELuaklnu 'ehhnnqueq, and -conclnooya,cascing. “The hishef weoducs
qusiity aud ceduced oyscay at the piluscy gtages bedefic all finatshed pruduess
linmed.

jrewliaiing Ceéibieloyy ds interiacidnally avallabla, aed Cassldiad produsers
htve & plstury of comuercializing: cechnolagical. advances at =n edrely dalu.
The daly =ajoe Limication o adupt1nh ey .uuhnulagias {5 the dmall ddmustiv
wArREE - Unee womiitced Lo d certain DEBCEES. Ax ig 5enerai¢r RECRESATY Eae
MACkETS Quw gTOW sufficienciy, fu SURPOTS nuw Edllicies. . stealzakioy pLdluh
:L.J.\f&. ""::'.I" 1.,_1[1.5 LLl.I-E'P:l[lﬁ- aq[appL ]15 af sutvicable, fuily-depeeei :llc'.‘J FER T
cail onky e Juiacifiad whece OUEE¢LLng aavings dadfar produc: qualizy
cunsidcgdzions 4ffyer capital S9dc8.

doa JTHER FalTues

A llwpee of fYECors ‘ard Dopobtant o cowpatitive scee® production. Halar
inpyts iaciude labour, waceridls, sheciy and Faplral. Canadian produe=rs are
N1 thcrna:iunaLly cucpéslcive, excepe wiell ghe UG5S0, -in labour acs in seaw
~ﬂ4t¢¢.dlﬂ [(Tran ora) uosis. Capadian eogpanies ace huf:cﬂtlf tied ©o sapfive

iRIEURES
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Jlzh wwst dron-bre e2lowscla Cauda, dnd che O.504.,. bur cl¢ L'au ata Lndu;;:i
ia DELﬂh vdbionalized and €gun otd cosbs-ara gradeally baiong reducad .
Bhmilusky, Laaau* CLELs ArE beirg nndu:dnad uud aay, iu, future; ba- pactially
:ieu LW :anpanr prufi:ahil1ty rhe MdjﬁE .dntur aver whith. che codpanies
nave. o concrol [ exchan;e tetes. Lo [0, ‘Capada had: tha lowegr dowascic
QAC#at wh2al p:icea af all indus.rtal z&d cuuntrxes In L#¥4% Canadilin ncicas
wETE 32LONT highese (afres the ¢i$e4,.). AL curteat exchdnud sares, profisasle
u:fsnu'e equrta ara alwagt meusaihl&, duaessic markeks - AL sarfougly
prasgured by la:ga voluoes Erow-ofEshoce suppliera, pricesd ace suppresind, and
fanadiin manufautu:ed gonds lags :anpe:i:iue. radyclag donasiic dewand .

. FEDEYAL AND PROVINCIAL PREOGRAMS AND POLICLES

“Wich 4 faw-exfeptions, the Canad(dn steel Ipdustry has aeither depended upan,.
nat cecalvad Subscantial eovermgene Elpancfal SUTPOCE.

The curtent mhjer azilstance progruw L3 IRDE, Hovever, L3 dpplleabilizy was

anaroly cartailed by che Havember 9, i93&4, caslalonsi Must i zhe Canadian

acedl capadisy 13 si:ua:ad £n Tiac I :Egiuns whiich are lnaiigible far zaploal
AsF L&Eaﬂﬂéo

EXE MPT -
y 5'(_’-\} f

6. KFOLYING BNYIRONMENT

‘buring tue nexc 3 te LY years, Cansdlan sceslioakecs ace Likely to [ace
iy slogalsh upmaﬁzic MATRELS; 1L} compecleive price and gqualicy _Dmnetlhlun
Erun Buth aicabiinhed ‘and Jévzioping fazeign SupplLers, LLi} grﬁulng
pruuuc,luanm in theic prime -axpoct oarkel, cie F-5 - Tl fESFﬂﬁbHa - This
E"W"-LL'DHH-EHE- lll.l:il: oe EU 1] 5\9'.\'.'-1.11"-' ..xisl:mg Gﬂfﬂ-ﬂscic Sh.d.IE dﬂ.d. merul.'e DL‘LCH
srUcpure r_‘1r|::1.|.|hh Enfur.‘c:mgnr, c|f unfair Erade 5tar_.1tes, I.J,_] dnoieceike captzal
,Jro_]u._tts ﬂif_Ed.Ed. Lo I'Jer'u.l..._ compating on cha hazis of pr!,r;e and praduct gualley;
ane iitiy maivcain Ed.l.ruurd.ble accesseEs Lo 4.5, m:l.r!uer_s, Th& Laczar
LDHhLdEfaEiﬂn nuragsi Catos Ehas the iaduscey uL:I.l.'ll'.-:I.i.I.‘.I digs p:‘uEJ.r_-aL'J.un._ed
unaubsidlzau *-]Ed.l:'l.l.5+

5. mnrm:rimﬂzss ASSESSMENT

Aggrewalod. STHCatuenll s g Ehe :nmpetLtiveneaa gL :che. Canadian greel geccur arw
net dble £@ adequu:el: Abesaribe ador aE tha laporsant luduatr;
-..n.an:icl;erj.;l:t.;,: Tu fols and, Boawary womoenis i Shede subﬂtuuulngs ars
dppl.'ul,.'l['L.:Lt\_ gy wabl as cownEncs spesififc o che. blrga majoc geaducars.

i MinL=d1lls = Auw jruup cheste cioupgnlesd dowinace she prodyselan f greal
bae aod  cod I:radm.:-i,, l1.4.ln.nf caspeged su._n_e:.afuJ._F.r agdinss tradifiuvaal
'_.:.:Er_-tted wilkls Gver bl past t'.runl:y-riw: v&afd- They fau ..¢|..p&r:-*
dabmisl chewsalvus, aithouph Eaceign Lav=uass suppilssd ars e:uuLa5
SaT%olhs af Lhi L quaLLcy and of che pcuduc: Tange. frigda af seran,
rnd wdjof [epul, afe eritical koo cuspetitivenasa, Zanadiuns Jenarsily
2wy low serap prilces. Danadian {ioms Save heuq adpss she loadors ia
iwiaimadL] L'Ev;hnul.i.'r,f Geerally, Canadisn afdiemilis uge sonsidacad tu
be cowpeclidve, abtlwugh’siace Bew 4f sy flaanelal dgta arz dvdllabisz oo
3 R pLaucs,,tuLs conelysion Is et ,ily th&d 0| Jba$EV4:1un ro=
LTLER duuumennn:Lun-

Liy 'Lntu;: GLils

Tlhidca are Elve Cauudiaﬂ :,cm: speratloyg 11tagra:ed mil's, Rodasar, arly
seeldo, Dofasdo ana algoui will be zsmsideced wera. Jldpes Wosco and
ydpey scesl [Svecoy will bo-addoesded az a gefarate yrouy.
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dy Engernational: *uMparisnns, Bhesa choes firmgare cechrologically.
zpmpatitive foday, hbues will EEUuir& subatantlal inres=ent Lo ceamaln so.
The Chces coBpianies ace vary $LEfarent in oackat - ar;en;at;ans and
Etnanelal -capabibiziag.

Qofascd praducessenly - flat—rolled products, sheet, strip and place,
priwacrily for consuuer dutables dackaes; autdcocive, whice geods aca.

'dis:aricall; th&aa marka:s hava bean: raLa:hvely 5:ah1e Pafages,

aveidsd the warsc af cha L332/83 sreel gluap, did¢ nat Expe"lnnce
Elnancial Logsas snd il qulek co cecover in 1984 The company repu:teu
1984 proflr of 5130 nLllitm: With ldw debt servica requirements and
dtroag Aacnlngs, DnEus:a shouid. have aa prablen 1in undectaking L[fs

souy miliion Ln mnderuizatiau apending. The coampany should fasain
coupetitlva. . ’ ’

sceloa grnduces tne wicesc zaage-of sceal producte 1o Capada, sacving
bpeh condwaar and :api:al "ﬂﬁdi mnrka:s. ics dapandaocce o naplcal gdadd
uarka:s. ~which have been slaw (2] raﬂuve: hég delayed Einanclal Tacavery.
in L3584 the compAny wag hovering around hreak-e?en after logges im E9E2
and |953 The coopany cparatés Che most aodern intagra:ad mill]l Em Haten
Aieriea { Lakm EELA Harks cpeaed i L951} but cogquites subscanclal
upgradiqg ac Ecs main Hamilton planc. The. company has announced plsng ca

. Ingrall cwe continuous casters, and upsradEd steelma‘ing dnd rutllrg

Zactilciles at Hamilton ‘whlich sheuld greatly {uprove productioo casCs by
the lace L9¥Ds.

Algema produces a peoduct lima whizh: is heav.ly origated £o capital zoods
and. enerEy marku:a. Thasa uark&ts*are highly volacile, cradigionally
-caturolng ahnva ave:aga Jlelds during sccong markecs, bub augjee: o
swife daciinos.  Slnce’ L3982 zhese mgrikacy have been depressed apd what
voluze reunvery LHAEL wWas Experkencsd in 13934 Eallad 0 geOarEce:
sihﬂi'tcanu Eimoing of ?ricas. ﬁigaﬂa 4 :in&nciaL posiction has Dean
se:fuusly erodad digee l?BZ, and thcugh bteuking £7eN Q0 A0 Agferdfing
bagda ‘lo 1984, dehé survice requirements ¢oncinyed to-olace cha. uompany
ln a net Loss. pnh¢f1un. .

Proviacially owned mills

The proviacas at juabew {hidbeu Yogga} un& dova Saofia {Hys<o) operdts
mills which webe legaclss 3 UK, Latéeests which abavdoasd unprafituble
fanllizies Lo the tare [9bits. Boes. contpanlas. ha«u gncouncered
substantial luszses ginge. Syseo has Just c&nule:ed Fhage L'of a

;su aillicn dodernizafioa progrdd; H0% Fediecally Zunded: Surther
‘Luvestments. will have €9-Ye nade to sllow:tnis a@ill o bucume. ptnft:dh-é
deﬂEﬂ Dnacd upufa:us seve:&l faﬁLli;lEB in tha ﬂon::aaL Atea. dany ai
Chegs -operatisng ace 2090 compecitive: Tud cospanles todzes hava
resyloed Srow an uupm:‘r.anl.e Leon are aining.apgcaclon.  This =:~tuatmu
£a :;Gﬂij docrectlng irealf wWwlch tue raciondlizdeion v giie “hebee icon
aoa aioidy (ndugsgey. Direct Eederald Piaang ldL assiscance Lg'

Sidbee Pugien's steel FuefillCies hag noc been signiflednt.
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ﬁ“ ATPE
AIRES EXTeRIERES

Tue T.8.4. uLLL rewali a crycial warket Euf angue, E4-I04 of Cdnadian
pRuductlon. | i This warkec [g anrenaLrsl}r hu:-.ming cesicicced 48 4.5, iadusty
and Lovernment reapaud ca low cost, aftaa auhsidized, offslivee compeeitivn.
Canallan expartery lizve suffered dad cay ba Eirther Jaapa:dized A% a reaulk qf
T safeguard actions te resteict importa. BLlateralrd:LaudeMﬁﬂts with tne
.5, ing Lne atael Faciuz’ ﬂauld beuefi‘ Eanad;an produtecs LE chey provided for
4 Canadian e§emgrinn from J.5. safeguitd acciong and Eroom .4, d4T8s. Tarcigf:
proceczian is doc & majar [sgue wlbh wodc domesiic. aroducacs:’

A by-ptuduc: af U.8; pcatactlnnism ts che divéersion i scael 'td che anly
r¢saiﬁtﬂu apun Iarke: - Canada. This 13 .a wajgr thgeak ta Cagadian pruducers .
A LTS ACfecry are alraady Eviden: fran recent lgporc vnlumes.

The iﬂduatry :ﬂ:ng1izﬁs :hat thé Aesesasacy agryctural- 4d jusfoents gre choes-
‘Fald:

1, dedaraization of skizcims ~dcilitLE3 ch:augh ‘fngtall aLLDn af +mpraved
scualmizing #fuipuent fand coarinuogs :as:ing facilictes,

Li} vsdarcaking Limited investment. projacts dd ophactunicies papuis (neu
dcues:ic Aubguafivre s:amping slants wuay Suppercet -ao electro-galvaniziog
Linaj}.

il) Approptiace fisdncial restcudturing.

Pedpdewl by A.A. POCIEE

Appsuved by We glagi

Resoucce ?:E¢&551ﬂg industyims Arannh
Detartaant &f Zegiomal Iadust=ial Expaasian
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YTER: FTCATEE e sormn o o
_.Q}‘:_,T-.I\JJ!’-;L oy F.ﬂuﬁa = ma@'EKTER]EURES
FACT S@eET

PRIMARY [RQM 44D STEEL 5LC 291
1. PRINCISAL STATTSTEGS:

1273, 19443 1351 P 158}
Satablishmeats 21 . 25 L L . 26
EnpLoymeac _ 49,000 30,214 33,364 43,051 45,%5qu
“Shipuents (§ milliong) I35 5,433 3.394 &,562  A,146 (a29c)
U2 {Constant 971 3 millifona) Se2.1 1,00Y9.L F55.4 7153 Azl -
lavestweot {3 ailllaonsd 5l.a &01.9 4343 $9b.0 i
k¥dab Peofits (§ millidng) E48.2 2341 4il.s ) 4.7
Exports {3 willions) ) 292 L, 301 L3058 L,25% Lguad
Domesric Shipoants €5 aillload
inpofts (4° mwillions} K 713 17872 R-EE %l
Expoccd. = % of Shipasocs 12.1 b3 0.4 .7 2.7
(mpoeed - 4 af domescic wdfkaer £5.3 133 8.3 4.3 LL.7-

%5 guath strike at Stelco
kw1340-83 reflects only & ¢ompanfes -feporting Einanciog statedents. (854 “of
capaclity)

2. RPGTOMAL DISTRIBUTIOM = 198082 Averagm

.AClapeic Juebee Omzario Erdlries 3.c.

Eszablishmencs ~ & of foral 1.8 7.0 .o Lawa 3.8
Eaplayment - % af torfal 3.5 - A3 1.3 Loaik
Capscicy ~ % -af cocal 3.8, %.a A% G2 b
2a. POREIGH TBANE.
U, ELELC Azla OEisy
lapures = & .¢ total iydl bt .8 L4 12
1982 EYH 26 L3 1a
1983 A 13 1 R
Exputss » 4 ot tocal 1981 17 o 5 L3
L33l 47 (¥ 13 3
LI&3 LT L2 - L
3. HAIDR FIHMS:
Lowaclon -at
i Ve ggals Adgae Flants
L. Sgersa {ac. Canadian paaiican, dn;a?ﬁu
Janiisuke, dugario
ﬁon;r¢uuaq;,»qubee
Edadmcen, Uneadio
2. uUofasca Ing. Caad Lgn addmLTean, Jagarclg
. Algemgisgesl Jorpe Canddian FAUMLE 3Cw. Madle, L0C.
%. Gidbec Dasaa Lo Brav. of Luabae Contrezodut, Jusbau
' h ’ dongreal . Guases
Longuenil, Quehes
5. Lake Ungazio Steel Cow Camadian “Woitby, dncacie
5. ipscu lae, Capadian dagina, Saskataheuau
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! grebadss
- BATERNAL wipaing = ArAlNITRATERIEURES

(4. FEDERAL AVD PROVINCTAL GQVERMMENT PENGRAMS

Thu'ta ace ua pruhrams specific £ Che. primary lron and steel induszr y.
cumpanLes are elliyible L9 most penetral sssLs:ance prugrans aneh ag ERﬂF EZRU,
B u, eLe. o

3 ﬂﬂJﬂR‘ EEFOBTS - AVATLARLE

CAdADAS 1F ik v i SECTORAL TRAUE- LIEE&ALIIATIUH& - ﬂemnrandwn L6 Cabindp -
oa¥ 1987, ‘

£, COHPARATIVE COSTS OF:PRODUCTION — 1984%
[ -
Cosc Per Tag
Uf Crude 5tesl

[U.5.]
dagan Lavdel) L33.74
Wdat Geragny l:'.-'l.'\ul'g ] 1an 30
unicad . \iabdm favz.) La9 .09
Franca [avy, } LS. 2
warCea LPnnangj Lod 4l
U.da-a. 2343
Algoag ’ L4 .09
uofagco 4 LA

ol-B. 1) algous and - Dafascy data 1463
Ef dased on decual mpetatlny races durxng cilia parlnd ﬂanadtar milla
) w&:e.cpuracing abeya- L35 racas Lo 944, Costs should Be lowver.
1) Theag Eigured reflacc enly Chua casfs Lo caw aCzal (quuxd; Einjghlag
miLL CosCSE 12AY augmau: ar elhnina:a “ny Apparung ddVantagaE in grlmaf"
pruduction 20803,

Jhurke: -Weeld 3casl Dynaaics
denicae Smpect #6
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COMPETITIVENZSS FROFTLE

Alvuminim Smalcl ag

Srrueturs dpd farformence

L5erun Eur_é

Thig gectar deaks with che produscioa Y aluatnum metal, wsually La fagoc

forw, b¥ che dlactralyeis wf alumdne {alimisum nxide} The zradfricdal

are 15 hauxice, normally Sound tn trnpical ‘BT WALM, {Emperace 2E2d5:0E
the aarch!s surfage. Io. che ﬁﬂ.l.":f vagrs af the Lnriuscr:.r. smaLttm aud
‘aven che pefinfae 4f Bawdlee into alunlpoa were sifiwd at CHe nadke:alics.
A5 mipght. be expactad, economica e-.reutua.ll,r led ep che ruﬂnhg gpacdclcns,
baiag buile agar che bauxits suu:‘r_'e tr teduca vau -.:ar.urtal ,.l.'auspuv:'a:‘au

‘costs.  Hocae gagantly with the. focmacian of U?t.l: and the comslgersnla

lapane ic had on engrgy gosty Cwo fuccher changss dwciag:d Tradlclanat

'prnducefh. -arp $LEing suelfers whers aupld supplids of falacively cleap

POWEE CEn bo vbtalned amd new sfapd=alone smelrers have. Buen cengcractzd,
largaly by governmencs, in Grder to ueilize chigap or cdsfe sower  Elaze

‘gaa) and previde a Foores ‘of hard gurraney or a rlaganip .nduz.l:-'y-

Du.:]‘;na che x.ieve].'upnm'lr. af tha induﬂ.l:ry, mych 2ffart was exgendwd By Tha

‘praducers co develzp uses for aluinus and t9 fnitfate. the nacrss4by.

Eah:i.:a:inb .oparationa ca davelop che mariets tdencifisd. fa many cesey,
Lhewgver, ooly a small propertlon of a4 campiny’s peoduccicn “wogld he
fabricated in=houta. QDurlng the course of che Gecend World Wat, many
dore (abricacers were estanllshed amd aoveral maw malor ingot hroducars
entérad che:oarkec. -

Hors ren.-en:L:.r, private peoducers of aluminum Hive becoida Fove dwice of
tna mpurtnnce of Enrwan‘k Iucegration Erom Ewo sCandpolocs. Mainly he
adwvantage, perticularly far. &xpnrt:ers ouch as alaair, 1s bl “ggguraice of
an {p=hhuse market far ingat 4 secamd- u:a_]m: a—:lv.m:ag& A3 tha
considerably incrensad urgi‘.n whici- apphiios to. Fabricated aliminum
prhduccs. Toe Farmer *0f Chese twa EoaCufmeE Was magc srident dufing The
Técent recedslan Uhen: demand fell bSuc supplies were planciful , lacgely
aezanss ‘af the growing wwuber of governmenk awned- ar suhsid:i:ﬂ meltary
in the Westetn Herld (now approaching 5@ percent of wescecn world
capacity). a8 a vesulb ok axpatignces Juring Thac raccssinn EELEY
grivate - induszry producers’ ha-.re adapcéd a policy of. hu:'.ld.ing addicignal
capacicy ooly whea a market:faor che lneremental metal 48 assursd.

In 1984, wocld pfimary aiuminus capacity-amounced co 14,374,000 mectie:
moqnes: distribuced Secween. LY smalters:

Extabar Capacity

Arnn af Swalrecs nt. x LG0G % of Warld Capacity
Canada 7 1,234 &.7
. 30 ¥,988° 27.1
¥- Burape 49 3,641 19.8
haly. 2z 1,799 9.4
J. dmerica 10 L, 126 8- i
Deaania a 1,097 6.0
Comeson 45 . 4,593 6.3

ﬂf the 19-5& m:.*ld. r.apa.ti.t'f, aver 54 par:ent "ta congréiled bg 1even
i:nmpa.n.iaa+.

Capacity . . ,

Company Type me. 2 100D % of Gorld Cacacity
~aloon prirace — Canade I,.00 J.].._ﬁ
Alcea privace - U.5.4. 2,074 1i.3
Kaimar private = 0.5-a- 1,540 2.4
“toynalds private = B.3:4< i, 444 Fats:
Poehliney natjonailized Francm 1,331 6.3
ilusuisee  privace suitzerland 453 5.2
A vmax privage —.0.5-A. .".Ia'pan BL3 ; 3.3

TOTAL W



"

Parformance - '

luring the vears from 134G=1473, the dfémand for slwiiun zcaw af a racs.
in akcesa of E- ;::ar.".l.nl: pHE anmumi  Hoch ot thia groWch resuloed Erom Zhe
. relacive stabilicy af the price which remalned low dug co che namer at’
new prdduzers which éncered Ehe marksc and inprovemen:s in pfnuucti"1
tachoology. Fanaga's. aajnr producar, Alcan, alsg exgandu: dueing. this
peried io Spite of the relatlvely small damas:i: mather and bacage cle
Wegtarn uﬂrld's majnf “glupinium - Expar*&r “nueve:. 43 Alcun had Aot
integratat. EHCward 3 the degree that other aajor prndu:w:s did; Aleap’s
morkefs WETE 09 F9SUTE] and cha cumpany uas gubiecred Lo excedsive
fluctuacions af Frders ang conggruently price pradsubes. Evula 10 periods
nf heavy demand in the Coited 5tagas; fcgl milov oarkes; ohe impouvezent,
vas lafe in ‘develpping” and slumps wWould be Eel* “tmaedlacely . .alean :aux
remedial accion by acquir1ng mare fdbf‘tatiﬂg cd;aci:y i Toumbr Dds o
draag ofF hiah dewand.  These szeps, Cogacher u;:n S apergy.cisis -h;;h-
Gigded a nunb&: T4 ?Llﬂt cLaaures where plan: qpﬂrarlana ward habed on
vower {rcome gas oo oil), i{aproven. A.I.can H _mstr*an cangidar d;l; Even
during tt:e racent‘rucessiun Hath U.r;&n .-1L1|i f‘an L[f.an Re\n_rlds, with fow
cost hyd TobowWED, wera ahle sig continue fg apertLﬂ at glavas q) Peroeat UL
capac:.l‘:]r whife zhe majocity af smelters, withouro governaent asglagange;:
A O Ea::u.d Lo cud hack £o Bl maccenc of Lower.

J | ﬁ%cmgoo CO)CCL)

2.  Stretgths and Héakoesodd
o
a) grruccural

_——w\

‘Wich che grbuth L1 alugiog d&mand g reduc&d 53 gome 25 paTasnl fmr
antum . and - che inc:easing muber of gaverrnenL owmzd ot subalddféd
mnel:ers»:bmina lace aperauinn, Lhe. ma:kac share. 9E vha privacely-
oumed :umpauies is being reduted. "his'*s houever nFtse:, in tHe
casze ol nlcau, hy the number of planta uhich’ have beeh shur dpwm oy
athat praduners because of high ehergy coscs. Tlese curtailmerts ara
res;:.!.nj.ng in an lnerodze i the aeed Em." mer:zts in .U.ca.n g Chree
agjar exgur: mapkati: che Uaieed Staces; Japan, and che E.Z.C.

b) lnkérmational Tradd Relaied Tascors

Insl:lfsr a_q ﬂans.di.a,n Rayuald.s aliminim 3|.'ndu<:'iun la ;'Jni:érﬁed tha
‘market . is will asgured since shipawincs of che bulk af e prcdu:nlaﬁ
are made o ocher Faynolds factlitdies in anada anu Lh& Faiced Stagzg
fot rurther fahri:a:inn -AlEgo an the dghef hand hds s very
».suphi.sticar:ed world=wide -::iatra_butmn and astal managaoent
’q:ganlzat4on which has oroved offéecive. an Lmurnvcnanc in re:u:u
wrisld be Bpought about sainly :hruugh in:raasing che company'd degrea
of forward locegracion. Scopd {o chis direccion ars beding taksn as
“la cha chrrgn: aﬁqﬁiéi:iwn of aRCO%s facilicles In =he United

jtarag.

’.H.l:h. msl;k&:: ph B :areign market=z, alcan i3 we=il placud o servs Eho
U.5. markec whete cariFes oo lugut wiil shacily ke wicirdly 'e1uved
o rnga:ﬁ to thie fapiffs &F 9 parcent avgd T2 paTiant which: apply £
-zhipmencs ce Jzpan a.n.d. Che: SuEaCa TRIpen: Lrolv, i [ unllXely rkat s
change chera wu].d. significantly impTova Alca.n 5 ::tr"-c.a': shaie .ot
margia.
|
¢)] Techaolozical Faetors. .

2ot 1lcau ang Hgynulds R purchased scate of whe art raduction
re:hnalqzy for their lazdsc expansians urthar, albgan haﬁ JeanGGEu
new lirge cells «hick ib plans ko us2 in fhe lLaterriecre-planc due

te ke puc in opergcion in L3BE. Mach a: uurrant cdehnclagical
develcumen: L5 aided at merﬂving EARESY ‘sEficlancy bur hoth 9f tha
Canadian seapanles have securs SuDPLLEH ac, cheap hyura ngwaL.
‘harefurc, uhxlc ucgesnlzacion iz impartant and 1s met ng pharneg ’&?.
LL‘ls nat Ag Erucial I3 Caiad Lat -produszion, 457 .00 0¥ <n ocher accnd

af ehe warld.

.
L.
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Fadaral snd Provineial Programs and Policies

Fruvdnclal government polloibs tglal'.irlg B warar tax and power raras Are

ipportanc .

[ —

‘Evoliing Enviiomzsar

ﬂ..].u:u,.nl.:n iz becoming a zat]xre metal . Hu.].r—: Fome qarkecs are bﬂ'ng 1sze
to plageios, other .:ahla uEAE ara develnping+ dajor Lo=rodds ace belng
wada Lp the . packaging Indugf?y and chis Aarket should. continue {o grow

Tar gsome YFeArs.  [Kaw alu:‘ﬁum-li:hium allays T ] permlrting pransLon =H

alvminum ugz i aeronsucics and aernspacﬁ appli:dt-una Further

developrents w111 also be-ande {n gleminum usage in autonsdiles. wgnuol

srowth will ot Tikaly appradth the gaces wi the six:ies il iﬂUFn:lﬁd

but should -continue at a wore medeat -4 percenc per duoum.  Sacada’s.
;nsx:ian a3 U Wortd: LERpoTEes: ihﬁuld rem11n sacuredus 0 che pavar cuds
aguantage ko ’ndustry znjeva. This PﬂﬂLtLun will- t¢ Fuceler eclanded 43
Alcgn integrates - -farward in J.mpprtl_ng countries.

Campetitivenans. Assassmantc

Wich its sacure hydee powst Dase and L3 proslaley 23 che ma joe murkec,
the H.5.; Canadian alwiinw producecs should be wekl placed co compete-
En:nrua:iunully Nncwithscanding the Eaec chac many Canadlan goaloers

are 4ld and chersfore inefiicient, the low rever costs parmic all

Canagdian pl:udur:l:.f.an variabla caats te Fall within the fowesk Auartile af
che attached Lodt curve {Figurz 1). The sefcod and thicd quartiles AL
u:.al.nl)’ U.5. and Zuropean smelters and Che exCrema casts a€ She far cigat
apply ru alants still .osecating in Japan. With Eul'r.d.I.L‘lEIICS of prilvaca
producing facillrics because of power codr of anciquates Squipasng, new
sitas focr produccion will be Soughe. Camada, 3rdzit and Awacpalia are
che wese Likely counfries ‘Lp e delamtad. Mew facfEities hui]... Lhara
sill 1] E’Iitieut 2, tmgethar with low cast poust should prove
cnmp-a:j.r_j.lre ard* T.n.deei diaplace aldar plants. Frﬂm ':dTl:'Ld.-E. 5 ELa.nd.pﬂinl:.
tr usuld be adventagenus 1fYnew orodecets shoasing Caduda as. 1 slee Eur 3
saelrger were fully 1ntugra'ud 8¢ a3 Co F33UICa marker for ghe weecal-
produced and moe feguire sale :hruugh the WME ar Comex. "The governsuats'
cdle in Eosceciog Lovescmunc may Lovolve cffering compaticive pawar
tates,. providing an atzractive lavestment climace in régerd to tux
CIfaCment taking whatever ‘staps, afe requiced th improve lagour dcabilicy,
and resolvicg 4s.carly 28 posaible the problems with native peoplas:
righta, .and salmon habltac.

lesourcd Processing  [odustries Brapch

-Department 9F Regidnal Indugcrial Ex:*ns thl



PACT SHEET

' NAME OF SECTOR: Aluminum Smelting

l. PRINCIPAL STATISTICS

1974 1981

SIC COVERED: 2951

1983 1984

1982
Establishmencs ,” 6 7 7 7 7
Employment © 1 1%,600F 15,834 15,123 13,820  i3,50¢-
Shipuencs (Can $ aillion)l . 2,448 5,911 5,481 6,393 7,223
Grcoss Domestic Product: - i

(Conscant 1974 § aillion) _ 526.7 - - 567.8 438.3 540.5 aUH.7
Iavestmoent (Can. § million) 9 431 64 st 333
Profits after tax (Can. 5 million)2 167 318 (72) 9t 47
Exports (Can. $ maillion) (Lngocs)l 657 1,087 1,031 1,200 1,542
Canadian Harket -

(Can. $ million) (ingots)l 388 562 394 433 Rehe
Exports % of Shipments {ingots) 38 30 . 87 Ho Sed.
Imports % of Domestic iarket (ingocs) 43 35 32 42 el
L Escinated .

Alcaan Corporate data = Can. Reynolds not avallablae
2. REGIONAL DISTRIBUTIOH - l980—82 Average
Atlantic - Quebec Ontario Prairies B.C.
Escablishments % of cocal: o : 85.7 " 15,3
Employment % of cotal : s 5.3 Le.7
Shipments Z of zotal ' - 78.3 2.7
2.(a) POREIGN IRADE:’(ingo:'Eorms)
‘ : u.s. B.E.C. . Asia Others
Impoccs % of :ocaL 1981 71.0 T22.5 6.5
1982 85.5 . “10.2 - S 4.3
1983 " 69.5 232 7.
Exports % of tocal 1981 - 70.8 S 0.3 21.9 7.0
1982 - 5L.9- l.4 42.9 3.8
1983 - 65.0 2.1* .7 1.2
* 4. Europe
3. MAJOR FIRMS
Ownership Main Plants

L. Alcan Saelters aad Chemicals L:d. Canadian

2. Canadian Reynolds Metals Co. Ltd. american

3. Aluminerie de B&cancour lac. 50.1% Freach
) 24.95%7 U.S.

24,

‘4.  FEDERAL AND PROVINCIAL GOVERNMENT PROGRAMS

95%

Cdn.

No programs are sought or utiliczed at this time.

Provincial zovernment power tates and water tax assesszeat are iz

“Jonquidre, Quebec
Alma, Quebec

Grande 3ale, juebec
Shawinizan, 'Juebec
Beauharnois, tluebec
Xitisac, 3.C.

3ate Comeau, Quabae
BGcancour, Juebec

{expected opecacion
1986)

goctdnc.




Viriable Cost Curvés for the Non-Socialist World, 1984 and 1985
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COMPETTTIVE PROFILE
PRIMARY. COFRER SHMELTING aND REFINING
SIC F 2959 PAAT ONLY

STRUCTURE ARD PEEFORMANCE '

.Stru:Euref

-Tha p:"ii:la.r:.r cepper gmeltlag and zefialng sescior cunsians of five

COMPARLES nperaciag fiina Eaz111:ie5 Lngaceu in Ouibec, Gntdrlu -and

‘Hanitoba. ALl of cha cumpdnias aue:ate smelceérg but only thees "have

refinasles. The amelcer productd which are Furzher prq:uiqed Ex
rcfinurius ara bliscar and @node coppec. Tha refiner; peoducea Ay

-elackrolytie copper in tTlE fom of cathode, cake, ingot snd wire: Lie .

In Canada. wll gaelear prdauction 13- sucrtler procetsed domesticzlly IHIRET
-the prudu{:tlcln Erom. Faloconbridge's EI'I:I.ElI'_El' whici. is zravesaed by che

cumpauv £ facilities in Ndgway.

ALk :&E che “.\fuducats are integra:ed buckunr:t awalsy aines -'-31_1:__ anlz
Narandg (s inzeyraced Eorvdin awmiog bénss mills- ded 4 conCicesiss csl
tod @ill 3s vall as wire drawing fac{lities. Thers are two yenorat

“eliasges i anel:&rs. chose fhat are EEL:—sutrLgt;n: In wing pruducciun

and itngag chaz wudc draw apad. “addicinomal SBUCCey of colcznLhatag. -
doranda amd; fg gome - &KC@nE, ‘Huedson Bay, are in the lzccer ¢lads aml are
tlarefore termed "sbgcan smelcecs” . .

ore thauy 4o perzenc af whé Lndusery is pr{vatelj Bumed . Cannl Lan
‘control Lls: xpproxima:ely 4y parcent. U cnnpanv L9 awmed by thie fmgara
-government tiraugh the Canada Develapment Corpuratian.

‘Froxiofily Lp Che resource bage was Lhe pring deceendinant b gmelier
Aleacion. Twa nnmpaulea,, h-::rauda and Ineo :m;acir,u.r_ﬂ 5.:1;_ ijl.l Percand i
~domesbic Eapdtlﬂ}" AE1 humpaules DparTdLE World zlass fasi Li;j_e,s s

=

produce mecals .ocher chan coppai.
Cdpper produecion doss wet tespond Tapldly co changes -ia demand »

P*ice éampeti laon i3 ot a Factdr {6 selling <copper. Prices are
astahifished by markel farees ang begr oo direce 'e’atinnship A
production costs. Lopper pricis in. dorth Aaperica 4E4 based .on chs auu
Tork Commodity Zxchapge (COMEX) prize and 1a che cesr of che wvarld on the
London deral Zxchange (EMED prize.

Perfotmance

Cwer the lasc cen years che ssctof has proccssad che eoigentriles that
have been produced sast of. the Manicoba/ Sasnc.ar,chﬂi-’an border. There lus
not bepn an appreciable de:reaae in praduzfion af :appg; Hegal.

Early io the tén-heér bade periad, Nordeda’s Horpe' mine- berzug dapleced
and was ‘claocsed, but “¥idd Lraal - brbu.ghl: irs Tf,miﬁs aina inrg pr;:du;:..x..ﬁ
14 abnu: cke same ciae pcnvtd"g 4 compansztliy ndd seucce af supply for
the Norinda imelrer. Howaver in t381 ®idd Creck's umelzer wid celfidedy
came. on~sirzag ineragaing u&nudian cagasily oy some 3 p*"u1c Bug et
increa.a:.ng afcual meral, ?r:ul,ur; ign singe chis‘naw grae.].r,al: Shnghmed
concentcates” that up to that time had Séen processad 9y ¥orandas

Jeggusce: of low capper. prizes ﬂtplarwr,i-:u, ha= deglined dnd samu minaral
dapogita have baen dropped t..::lm the "see” classiPf :'_s.tlml, A5 4 regelr
the -luumfhforanda .-mE.LtE" 13 alnui*" l:lﬂ'plet'ng its 5|::nl.tr|:'_-1 Af cuppiv and
at. presenc is axgmining the FCISEJ.b].lJ.E'j" of imparting zame foraign
Cancentraigs. Coppar ..:lrtsu.'::ptlcm In Canada and the «prld fas Yeen
declinifg. Fanmadiaa compantes ‘epacinue o gugply ‘I peccant of damegniz
cinsumpticon. atd have [hcseased expectd.

Alt The cnmpunies Liawes - 2hown Losses la. L4y anad LIBY.  Hawzwsr, shera
iz no way of decacmingng cha pecEormaence - BE cla 2Ippar daeltlﬂb L iar
pecauae’ hhe Eonpanles fﬂpurt anly on rhadz coral dperacions mal v e
pridvide” 'L_D_&"d.EL Lnfamatthn duncecning -I.h.].r.uw wul  rafiuiiy b S,
Dust infurcmackon is clasely yoarded by clhe I:Drllpd:!'lll_b
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STRENGTHS aND WEAXHESSES

Jcrucrural

Cafladlan opersrions ace cﬁ1parable Lo In:etndtiunal atafigards ‘ta slze of

aperations and quality of- produr;l:

[ace, Wildd Creei wnd Falecobricps Llke che ather Camadian ¢mspantes acs
inl:aal.'atmt bav:kuards ‘bug hava emoush mioe producticn o gaciafy chedie aum
requitiudncd -

The ore bndiea mined by tnco ¢ud Faleonbridge aca’ niﬂhal prapaciias wich,

dapper ¢lagsed-as & go~pradest. Produscion diécidlond acé baswed on nickél
requirencnis+

The Xfdd Creek property hag sepper add Tine as <o=peuducts. Produsiicn

,dac+s+una are based an wpeiolzing led cecuens E2du sales of boeh meeals,

HMoranda and Audgal Ea; Jn no k. ave edaugh tapfive @ine grudthLar &0

'Sal'.‘.l.:if:r cheir amelear n.qu[l.‘l_.uenr.s ard c.msu_qu.enl‘.lv um-‘r_ aglycali fiedstock

from f..'!.dﬂpan.dunl: |I1Lﬂ.Bh Thesa custmn wHeltbrs. @2re inicially- buili od
gatve gajur mlaes [n: Ealrly rancte finland arens of :Zanada. Sarandals
I:.raspa seael LaT| iz clnsa ta; cidewatac. Eel:'.ause % tha :e].a';lvelv low
1u:al-:u—con=en:raha ta:iu, Eha petcbn[Ey af'a smalrer to the orizicnal.
ninas cejulied {a ralacively low TTansgortadcion coats. Thia enhanged i
cumpeniti?e pealcionof Caradlan mines and gnelcers nud in sScme maAsuUTE,,
ahilzlded thai trom the wagaries .af the tnterpacional copper \,ﬂncan..rate
m.a.rk.ec. L[nfd\rtunnr.al.}f. the ora hudi.es which- at‘].;in,all)r suppurced Lhasa
Dperatluna are uwearing- depletion oc lava buta -clased. Saranda is
E:au:.f.ning Cha: pozaibillpy of abtaining conceafcatws frea foreign sources.
Hud som Bay utll contlaue Lo credc tHeit uwa Loncencracui hu: nay hdve o
Adjust chelr ‘produstisa lavels.

For these twd smelters, tr2acing Bricish Cplumbls gongencraias éc
'].:lpol:ting vES shorve :;om:entrates weruld enl:a.:l.l a substantial
cranspnrtation cost disadvantage- Beaausz of & shurtuge K14 suPOLv k-1
econanlc cuncen:'ates CanadLan ‘cuscoE smeltars fdnd ihemselvas.in a
vulnernble pqsxuion-

Tha use .of capper in industrialized councries f3 af che gafuracicn poinc
and as5.a 'nsuln only a low pisa in conswopticn rate: (2 dnticipa:e
Subacicucable macerials such as fibre Spriga, plastlcs and ALunlnan
cancinua a replac& coppar. Taechnolegy allowing downsizing and
minia:uriza:iou 15 produ::s -alge decrease che Ameunt &0 uapp&' ragulizel.
Tha. Teeent rﬂ:*ssinn cuunled whER che. above facgurem have besn raflectad
in. degrzazag:’ lml.'].d c:nusimul::.an af ‘zopper hy sdmo. 2 parcant I £33
:nmpared alth E979.

Tradfe Fdetors

f.m'i»s«;bagé;:nr ;.5 h|=_'sl1.r‘1.1;;T ariented tguards :.I:Jl.‘a{ig.‘.l cradé. Canadlan
aXpoTTara have Lus gain ma:k&:s. the Zuropesn Communicy (EC) and ché
fniced #zafesd, whish gecounc for over 90 percent af axparis.
Trauspnr:n:inn coscE frapm Canattian refinacius nake JCliar Farkucs
unesooomic axcapt Eur scot sales-  Under normal clcewagradcss the sallar
negotiates any. tariffs wick che Suyar.

Tariffs & Trzde 3arifsrs.

Zanada. and thE Z0 do and leeve aony tarlits eT crade barr;ers restricsiing
srade in cnnner The Uui:ud Stacas rarit® &n dopper is-L.2 percant. and
‘hasd been cunsiderad an Dnlf - nulsames ©o¥ bath sellers -and: buuers- Tne
main dangar ! facing “copper oxdurLs . is posaible actlos zaken under Seciiun

JiNE of Ehe |.I' §. Traide ast. This Eyge uf agcion is I.Is-udltﬁi' resiTIed 13 av

" Ameticsn producers during’ sdza af deprassed uarkets dod defiacs wgalndc
it i3 cogely, end cime consuming.

there. are na, tarifils imposed on trade i cinceatfabes. The newly
L1dustriuli=°dﬂuauntries (a:Cs] irazgd, Taiwan amd Hoten Lave aépeed
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trade praccices sisilac oo 'hos& enployed by Japan, oo Suppocc Tursher
nanu_fac:ucj.,;g Lndus:rfe.s haaed on Llow lahour rates, They have sragrad
igh cdel®% Sarriecy agains\ the {mpdeis af ':'Elf ned Geral o SEpPUTs g
thilgher domastic prica far eefined.: G PPET - The higler .pride i3 gass«d an
£o tha gmelter allowing LE Co guote freatment charies Wt less chin edis.

ig jaction has creaced a world surplus ol smelttng cdpanl:e and s pat
xpressura on the limteed. avaLL&bLiLL? [*14 =xpur:anle covcen.rs:&s, Aaiicy
_unnaupa:i:iua thinsa - smelzers chat da noc concegl - a gource’ wf cgacenITATE.
dome luws . iﬂﬂulnptd conicrizs (LDC‘s) quell w3 che Fhilbpploes bave place?
wxpals Eascriztlen oo cnncentraces ta Baguce .thac [ca gaelzaryg Wave
Ad@qudta sSuppliss.

Warld Gaﬁaﬂi:y and Produccion

LBg's have [oscsased. atalag,. stwalcing and ’eEin;ng capacicy.  Toduy, Hoo
ta this znd 2o che ducline Ly copper dewsnd Ehers ib*UU&“'ptu=4.EL¢ﬁ L1
the world. Tha LOC's Eu.: so¢izf reaspns dm:l bEL‘.lI.lEIE at. the need ot
tnrcigq CuCrEney Baws 4oL cuc hack awining or smelting - OPETA TS in timca
af low gewand even r,hnubh losses ate being incurred. [In conbeast Sarri
ﬂﬂertcm produssrg Hava euf back some L3 percanl‘., e I:I.uﬂ' art coasCralicd
Lo afeTate’ ¢b 2 oprafic, at least Lo che cediom zeTa. fhige L3 an
aRcephlon. angng the LDC's, as icg expansion 1S based on tigh, low zaggc
nTe bodles thal ;Enara:a,gtéEL:S dvan ag depressed copper priges.

e

L.e. Tachnelogical Tactors

Biruzetallucgical processes aroe deoliant fer copper spalclng cechoology-

Thers are several cechnologdes that ara emergy afficienc and whizh pammis
:anuectlng EuLphur dioxids’ emiasions iarce” suipherio- acid. imca, Sorsnda,
{Ju:nk.mpu Oy, and Mirsuhishi have commerzial processes 4o place.

Theré afa o bartlers to obcaining foreiyn technolagy through techoolowy
l;v;g.nsirg arrangementa. Canadlan peocesges hawa heen sold 3y Zotelzo
compeEltaty.

If Hudsan 3y his to comply with thé proposed pulincidn regulacions,
furcher B&D:musf be engaged ‘in o dEVEle 4 muizahld proacess which =vu;ds
cha =Enetanian of gulphyr dioxiga. ~

Sevaral hydtomacallurgical orodesscs ace L varioes stages af cdevelapient
l:h.rmnghnur, rhe world; however, agae L3 \:GEFEELGLE .ril‘.'1. Bhe Cype wf
seacgncracas tredfed by Hadson an.

In cunada, a sulphace leeching scackes by Sherict-Comises {(3-C% was
develnpeu in che gid=l370‘s- siyila a chliveida=izach procass by Gu:t.-_n.
Dencral Nines . (GEI} is undeE dﬁVeTDPnEnL

Tuese processed afl SXpecT =d: £z affar lowsr caplral gosts, simpacable
'aperating Lasks, be-;ar°e"uncmlas ‘af scabe -ard che imper: ant Ftaane lal
benefics aggociaced wth maristing wlementai aulpbur

TR
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- AL AFRAL AS = AFrAINED EX

PENERAL AND PROVINCIAL PROGRAMS AND POLIGIES.

)

In gonaral che Lodus{?¥ ‘had' aet been dejengenc o0 sivaTonent ?ragra_a boe
hava cakan sume adventdxe of chem.

l
£z Is estisated that propescsd) oew pallucion cegulariond od :educe acid
'ain may rafuira Horanda and Hufson Bar 2o gpend’ lacge sums [a selaCisn
ty thelt. gdalcar uperatlpna

Exiacing. prugrama ara nolb primacily dlesctad tﬂwards pruviding large
compaales u1:n asaia:ance for capical ekxperdicuresd and chef cnmpanlLs
shemsalirag d:e In: g peor Elnancial posicion co undertaka augh
expenditu:es Thevelora, the Luo lavals of ‘goverkuess are cunstdering
the pcssibili:y of providing fladacial ‘asaiscancs  whick wecessacy.

EVOLYING ENVIRONMENT

World -over-production and wkghk dendnd lEve cesulted [ d:pr:ssa.d. L_Oppe"
priges. Fdrecast consumption geowkh L3 ot dn:i”Lpated i’ sk el

2 pETCENC paf #ear (o Che next Ilve Lo cen yedrs: A large p:rc:n-uhu JI
copper preducciem gapacicy [ awnid qc ‘cuncrolled oy povdrimangs i Ehe
LoCa. Some af chese egutcTins have nigher irade depbsltE, lower wdwe:
races and, in gome Cases, Lesa stringent gallutioan cun:ruls thEn o
ﬂnnada- Cnnsaquently. agne #f chesa aperationa.ars profizable wven wt.
presen: pricés. TFor a vaclely of Jocial and egotomic teasods Lhose chasz
are mpf profitabla have nac cuc back on produsctoi ductng times of iow
dorand .

to new maJnr ugag EGT coppac ‘bedng developed [4.] aEEsa: the fncouwls heing
mate by :Ethuical develupnen:s L Zhe use aniud appli:a:.angq: ughar
aagerlalo.

COMEPLTTIVENESS ASSESSMENT.

The Ganadlan Lndus:ry li locacoationally fompeticive; ¢5is 15 evidendad
by the facc :ha: aver o percant of cPrmduccien ls axparced. The atkached
chart a.nd hrapn show that Gandda canked in 1543 .28 ha.vmg the safond.
Towase sappef peoduation auerating enacs in the noo=seelfalist world.

ne of the maln reaszeds for Canadd’2 cgmperitivensss 43 che prowleicy of
the smeltsrs’ to the wloea wh.L:h ragulcs in qignificanc Lr:ms;-urta:tun
cﬂst ‘zavings - annrtunﬂ:ﬁly cha majnr ere bodize dhich hawve ‘guppetIal
‘the.’ Rnuynfﬂuranna and Flia ’1an smelters aTe neuring d&planian‘ LT
fanadian Eneltzrs afe Lo contloue oo Gperafa. praficably, new ecnnum;c,ape
vodies aust |:|a diseowered sagt-of chig Su.akatn:hewan.n"-’.ani:oba buma:‘

“Horld sﬂELting ‘chatges ace baing quoced .ac less cham cast aa a2 Tesul:c-of
actione taken by Lhe HICa.

“The proposad wew pullul:iun regulationa Er cancrol -acid ‘zadn witeh ars
being conaldersd by Fovarnmaocs in Canada ara theeataning ta piace a
Tinamcizl bu'den an Horanda and iudsun gy, Mac eouacing che rneesSaty
B&D u:pand.:.l‘_u.raa, tha mguized capital outlsy would amgurit- Lo sace.

32&5 :nill.mn. Oparating cosss w«ill also be :LI!H:EEEI.HE-li ThJ,;. axrond (pure
1la EI-E-.!LI'.‘.EJ...jI' 'L'EJ.a.I‘.Ed. s emn.rnnmental mprwmen:.

-
: o
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-5 - DEZLASIIFIED = DECLASSE

EXTERNAL AFFAIRS = AFFAIRES EXTERIZURES

Lf Noranaa, walch ‘g weri ta p_'r-‘umer,ailu::"L ai crlmnl.ugv, :Dt'l:-:run:_ 5 an
acid plang, fe will 2dd <& che presant sufplis ol sulphucic asld in l‘.l
dJorech dwerlcan marker. Thw Same enviconmencal pregsuces on The aioke
melcers wouid faorea theis T generacd ‘engradus ﬂuannlties Gf acid-ac thﬂ
game rima. '1'11.13 uﬂuld. dep:asa already low prices and; - r'nm.bined with
hruusporzaciau costs, buuld causs a;ara:Lng losged to modc, Lf noc-atl,
saaloers.

Hudsan Jay's agelcar L3 to¢ ‘far . from thé uarkier tu econdmicdlly producs
sulphuric meids in arvder o comply wich the regulatfons [t would be.
fatewd to develop and install a lydroadtallurgical unic which pruducEH
gasily srured 5u1pl1u:. it Ly not cercaln thac this. prul_&as developadn:
can e braught abowc, and 1o W1l -ake saveral yemrs of 450 bLu come Co o4
soncLuslon.

Govarnmants Lo LODC"s aad NIC a have naf. impo sod ir_ringen. eﬂ-}'i:unq"n""L
regulat:uns. uansequanl:].;.r AQMme: ::lt £anada'y main. Eﬂmp!tllufb AEE Wt
faced with siwilar uxp:nd'cu:es O chie other haud, saer laans,. . Surapean
and. Japanese saelisrs have: been cequlred S0 aReE gvdad wore s:tt'lheut.
‘anyirgnasatal P GULCHRANES . E‘gspunses hove been vacied: a censlierabie
amaunt Af MiBCicdan mintn5 ¢nd zaelcing capacity has been pu?¢¢.¢'t7¢

Iclcsed EuEOpean saelters Ara sufferlig losses (pern:ilv thougle,

because of undechldding. by Japanase and WICRg fof gonceutrats supply);
aud Japaoese caciff prowectian has hean eskabllahsd o enabis aurwqul Bh)
._"ua ‘Emelrars.

RespuTLe ?rocassing [nduscries aranch

Ceparcment of Regional industrial Expaniicn
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* Relates Ca ovarall wperacion u;'E companled, aut Just b ,,_':hl-'l-r Bueiilng &
refinfng pperacicns.

1. H.EGiEI.[:(iAL UISTRIBUTION - A.xf.ilia';;_'.‘i;;'e_'- gier che Ligg 3} fiaca

Ablantic Gugbdd “Udearic Fralcled po.

RAME OF SECTOR: Coppar $maltim,  unfieir JVEREw 2959 ({pare)

‘L. PRINCIPAL S5TATISTICS )

*' L8727 Lewi lusd Cragl o lwgl
Establishinants T K- . 10 49 *
Gnplayment (Estimazed} Ha Ha A who A, R =, 0L -
Shipmencs (5 miiliomnaj 7ie L3701, Tur EE ) 25
trons Dowesclc Product (Zonatuns

19715 atllions) 493 368 563, 4Hs 540 4us

invescmens ($ aillions) ’ _ ' '

*Proflits after fax (5 aillivas) -afm g1 L23%) (ady 12 e, Lim
Exports {% aillians) ‘ﬁl' il 3B 55 “hig nil

Tomestic $hipments (5 millioas) 25 sS4 wdl 257 AL let

Imports (5 millicng) o 12 af 3! S =]

Canddian Markst (s n:.tli,f.ons] 351 574 5y dist n EEE.]

Zxpotss ~ X -of shipmancs 55,8 RI.9 ShLD 83,8 .ml.L =2don
Toparta = % af domeatic market 4.0 5.9 le.4 17.1) L 79 A

Establistnents = % of cocal U AZ.u b LL.u 4o
Emnlgyment - .G n. rocal (1%H1-Ha) 4 BL.T 2E.) O | i
“q.hi;anenr__r. - % 5% cocal 0 33 9.7 Gah i

t Tack Cocguraclan i:perar.ed. 3 22,000 tomne smeltsc In B.C. foad L9TE=L9el,
The smeltar was dasignsd speaifically to treab orva from che.afoom =ioe.
apressed coppad prige forced [T gZo close darller chanm aiciclnared.

Za. FOREIGN TRAOE

Inports = % of cocdl 143l 53.0 .l £V an.T
‘ - 1462 12,4 1.9 - 33.3
T 24,4 Taks, - U
LT . 4 2.4 - LF I
‘Exports = % of zaral 1981 1.2 57,7 L.l 5.4
1957 7.9 56, 0.2 5.0
EYB3 .7 it.n 23.10 2.8
L9 §531.7 23.}_‘ L3 & 3.2
3. HAJOR FlEMS
L+ doranda nines Lzd. Censdian 99% Saspd, Gue-

U.5, BBl A3l uchery.

3rascade Fesverced Conctol  Rouwym/Waranda, wie.

Moarcreal, Wue.

2. Ineo Led.

d. Kidd Scoemhk

Cenad tan a&x

Canad, iag 100%

Hanpgemene Concrol

Sudbury, tmc.

Hines Led. Cinada Dév. Carp. Sonirol Tiamics, £n%.
4. Hudien Say Mning UV.g.a. oo _
- & Sankeime angle American Growo

Souch Afriza Contral
Canag L dek
Dome iffnes Lid- Sncrol Sugbuey, Gmc.

Flin Fian, Man.
5. ¥alcunoeigge Lrod.
iy FEDERAL AND PROVINCIAL GOVERMMENT PROGRAMS

Uncarip:  Minlag Tax 4oty Processing Aliowancus Tor Hecchara Owcaris:
Tax ptovizion for smeliing and celining.

E::L:isn Calumbia: .Lonper Gwelting & Hefl ning, [.1-::zn:i'-re AT |, SILCS
it per: W of .cdapar smel:-..c: 53 4 maxiim gk uuu s
pof ¥eRul.

5. MAJOR EEPORTS AVAILABLE
Hame Typd-of Geporc A

EfT diewsl : Coppers

Fuckgrouna & analyais of {s5uas Ve
A ODpegtiai RapacE




COMFETITIVENESS FROFILE -

Mickel Smelfing gnd Refining Seccer - #3T0 295

Beructure and Perfodmance

SLzuckure:

Tha wickal suelcolayg oparafion :r&nsfnrms the mineral oncuntraies iunia
r,'ru:iz macak while che cefining opecacion upgtades astal purlty.

e
About B0 percanc of Gandeﬂu nickel prnduc oo guzes from Pncacty a:d Tt
remaiidee frém Manizoba; houeve:, ELhﬂrJLE wisuld [ndicate shat sha ca:'u
wiill approach TU/3G uvun:qd.f.].y
The Canadiau nickel indugcey i3 mdde wp of choos udzpaulus lnga, che
larges:. = fuLly integraced,; proceising it3 wres [oom amac L4 milies in
fmrarie dnd Zanitoba Chrough two smeltecf cefinacy E4cilLLL=s AL FGDUEY
tncario and Thompsen, Manltoba. TFalconbridge, she secund Largaa: ﬂluheL
ptuducur, Suzlcs concencTated at Fudbury and Cangporis Loy u.uxel-cuppe'
wakce Lo ULy rafinesy at hrLsciq.:Hau.d Hos wisy . Hlisrrbot Girden 'flees s
ow nfckel wining -operations huc proceygues nitkﬁa bearing soncancracss Trae
Inco's Thémpsgn mill incg nigkal pawiar and brl.querr_e:. 4c its Eurt
sagkitchewan, Alberta rehnury. Untiks Ines and Falcunh:tdg,n, sneeTlis
Gordon Mineg- is npt dependent wpon the nickel amackat as 4fs Bectilizar and

ehenlcal division accounts for aboue TU percent of fhe company ceveaws:s.

Parfirzanca:
Nickel Exports
{tnnna.ﬂ}
In in Eefined dafined Congump-
Production Matts Oxide  Megal Total Impoita Cileon

19730 24b,4sL 91,259 50,835 125,428 286,308 L3730 lu,7eS

1980 184,802 42,847 16,989° 88,125 L&7,76L 4,33 3,27n
138l L60,24F 33,891 14,390 4,915 L4d,lee 2,333 4 had
LOHZ 88,793 27,037 13,427 83,314 (02,478 2,331 8,837
1883 EIL,ESE 40,087 11, La7 Gf,948 118,203 1,337 4,80

‘1984 155,831 59,410 20,080 80,44 039,006 3,473 5500

In che aeriud'I?ﬁE ra 1973, wastern wvld anmmgl nitka! zonsunprion. grew
AL an -donual cace of over § percent. The grdwth, rate changed dbruucly

-afzer the oil shartage in 1973, due o tha aharp declm:a in che.ovdrall

pérformance of che world ecanamy. ,xcept far a briar period in che- lazga
1970%s, nickal comsump€lon has veb te SATpass the 974 penk.

‘Canada haa hodn Che demigant Srcducer of nickeb in chewetid siaca she
curn.af cthe centyry. In che 195073 Canada dzeounced for mots Shan T6
sorcaac of cha wmrld nick&l produstian., In L9377 Canada's produccios
jezouanced for 37 percent. of adckal Sutpet. Buripg che past xivﬁ VUL
Canada's share.of tha warkar hes 3n1:'unk v abouz -10 pe::e-ﬂ: ai world
nizkel ;rnduccinn.

Ta large zeasuie, the change in reld frdn deminant supplisc ca sulng
upplier by Lanadian préducars con be 2xplained 9y Cha =2nergwunce oi LULT 3
ia The webld alckel garket and. ciia inpreass L dtéte ownéerghi® and cdnkgol-
Gf producers im tha Y4707, dwer & ,pefcant of pradusiicn: capacl:g Ls
elzher directly or indireccly s:a:a-cnn:rnl‘&d Thase - LoeCi€ions ALd Aot
vesbbnslye fo the wsual prileadecest relaciohships becausa theiz prioacy
aoala-acé ra;sing Pareign currency and malntaining. ampieyBenc. Curing she
racent Tecesaloq nizmdosd, ;:ate—auned Lﬂmpdﬂiﬁﬂ dAlncaiogd’ product ton,
Eurther dipressfng poices -and foroing privace producers oo oo daek
disbropoccionacely.



The Canadlan nickel companties have Locubced lJrse dEhtE En The yaars L9431
ta 1%43. 3ach Tace end faleonbridge have cakek caTrigtive zedsurss oo
lwprove cheir Elnanclal pasfreiong.

The tecass-an finy had a profound impace upen emplayman:, az fwloondridgd

“has reduced itﬁ wrkforén oy 38 pargent while' Inde: hos laid e[ 3%

petcent. Dur}ng this pacisd che valus af Camad fan - axpur:a 3 ;rinar
nLLH’.BJ. ‘has dmppEd. about 15 percent o abqu: TeT miiizon,

;Stféngtha]aud!Haaknéaaed

4] Seructurals

wer Ehe. pddt thicty yeacs, the characdeeisticy of i olekdl Lidwmsedy
have cha.n;ed sihnificantlyq How, th.el:s: are owal sbepraducees - '
than 1% cbuncsles, of '-'hj.u:h BHlE wre govifninetil -eontrilled .

ATy

Mach ot “thesatruetural “luzalange baing ¢xp¢rLuHCLd is due oo cuz Iwmen
that, mirche one hadd, demand for nibkel Ras -aticud cooa 5F¢neh L
wf ome iy cue paccent ‘pap annun, Wlth few new EPPLLEHLtﬂLS b2 luy
devulDPEdv Un chie ochuer land, the LUC's bt héd in che 197us ou
vacy ambitious TESOUTCE dsvelup‘:un: pased c@on an ..s-l.qumpl:hm. GE ot
cun:tnudniﬂn oF sik peraenl yicwch Cates, This b resuloed én a
glabal ouﬁrcapaﬂi:y taabk {a Expe::ed o last unkil cha rear 200

'l'his geructural r.'.h.an;e portands 1 tong-tacn priclag, prublem wiialy will
requi:e Bur- pruducers ta be awing producera, in 5D1tE of b&iﬂh Che
ioweat cosl producers in the weacern wachd.

. Trade kelated Factorg:

The prublm facing Canadian niclr.-':" prndl.u:ers le qbt.sa Sueki t:lr:il:f ET
nun—-driff barsiscrs aa the - fac: that half of cha worid capatiky i3
Suupor:ad direv.*.t.].jl' o J.HdiE‘EI:E].j’, b:,r gqvernnunr_a.. Enecoiomic .
ﬂpera:wns biavs [y Kept Ex pt‘:lduc:l: ‘B0 oy BinE gf l:"lntsa buu'-ar"-le its
24 saciall Tather Chan - commercial criteria heva becooe lncreasing Ly
loporcage In da:El‘.ﬂ ning groductipn dafisipns. The ungrudin:ab liey.
of hnvi&: ghipmeaca to wasCArth Coropa s avatlier dedgabiibiing Zuczarc.
The s:ruug fanadian. dnllar In tarms gf poher cerrenslaz ix-alan o
impadinan: 4] praﬂinahLli:y of fanadian sroducers: [a terms ¥
Zuropaegn currencied, nalckal’ pricces ‘hawe Fizen during che recesasion.

f

c. Technlcal cfactars:

Tncd has ‘-ra.d!'.:iun,a.ll; ham‘t the world ]_ea.der in develnpinh e
EBFllEEtlﬂﬂ3~fﬂt nickal ded. Latea?, Incs has. bégun Cracencraciog
its afforts Coward developing new technologles in miatag, miiling, and
snell:iugq Shétritt Garddm MHneg, on che achize hand, LBas besd the

- lender:, . also o A wetld .,v.'.a.Li!, in davulﬁping hydro—merFatlergicai-and

Dowiar mecallurgy prnqesaes ar nickel Hhilih Faleondeddze has ne:
ulaved an? d‘stiuguished zals a2 -e:hnnLagy davmlupmcn‘._tcs g1
antivt:ir—:s have Eﬂcuaeﬁ on lmproving Les prudu{:l:I.'rLl:jr and
enUI:uumen:al nun:ruL

Tha :e:nnclagiCEl chalangc faging, IMce and Faiconbrldve (o che feac
TeLure per:airs ta devel oplng affardable sm&l:ing FrocmEses tu cldune
W Emissauns d:naninaLlf Tth latcar dmualapuen_ telares .Lu' Lite
Eac_ nna: cha fadural- gn?ernmﬂnn is pompicoed o roeduacp dcid talu by
Eifzy parcan: by 1994 aich the neafsrrtous gaelrars sxpecced oo fuke
b ] bruut uf Lhe Shﬂ cutbacks .

Federal Pravincial Prograss and Zokicdes

The Onfaric Gpverngefdc has,. under che-dncario leing acs, the: legisiagive
poWer o 'nrnﬁ cnmpanies g ingregss fucches gracesging 30 gred £a Canada,
boL hEs. allawéﬂ spechic uxcmp:*nns Fur loscapes, FaL:unhridbu hag~
ATgued its case Juveceszefully for conciaded sanccion of r*cke--:nppa' p.EY 440
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‘etpcr: te ilcs *EELnery in Macuay, stacing thac far clie $L6Q million ueeﬂed

Fat a refinery only 300 jnns Hnuld be créaced; wheréas & Mol wins &t sbouc

‘the same cosf Would ereace 300 ,ro G068 new jobs. In ganeral, ic was

sugges:ed the mpoey could b b&tb&r spent ia gevaral areza: exploraticn,
regearch, oina development and nl_wi."::rru:!eul:al improvesancy . v

Tafer lcs exnmp:-un, lace- [ allywed, ta aship bn urspec LEied anfint i
nickal cxide stnker o its plant {n. Clydack Hales for ;tuu&sstng.

jcantinuxng n long establisbed relationship. Tt is alds dlldwdd. oo stz

dickel ‘suliphida under lang=tect eonbruct Lo two Japanuse feflinariss in
which Lc has an. sguity fdcecast,

Tha acid rain Lasue lws focused aCrenclan upan Cha nﬁnf=r.:}u5 guelrers,
especially the nlckal smeltega. This Has rLsulteﬂ tu AuAEToud stud bey
bexng énfdue téd and reported pm §s5- lisged In Elie (iu:u alaagg. The
underlying thene of thase repurts is chat l.rh:.le che aont{erTogy el [uid
are the iuht cost afBactive weans to reduce ‘_-.UJ en:samnh 71 "'lrI.J&El';.
requlres flnancfal agsfscanee -3 roudust AGD £o dLvulap Lhﬂ lapl ament
4::a:dabLﬂ.:ELhnu1ngy‘Ln aedef to ke ln o guslolon s t¢¢uuu Lhls
pullu:iau aid ac cha game hiau ) remaLn humpHCLulﬂﬁ-

Evolviag Edvitongedt

Tha. de,u:and Egr oickal in cha sestatn warld ‘is expariel Co o gravw k.
dverage citd of L9 ra 1i0 percent uncil L990. amd sdmewhat liss
thereafter. 3y the year 204U, tortal westecrn world. nickal aBNEWIRE lan
éould appraach 558,100 :annas. ‘Thia cempacés wich an avecaga annual
grfivth race-af ovar dlz parseat fa che pariod L94a.ce (979 and 1 O2aker
oo pofcent Lo cha pociad 1974 cp 1982.

On. zhe .3dpply side, pregent world nickel- suppiy \:apacity ;im E-Eu.. LD fonnes
and this could incredse if Suba Bnd US3HL{ollow through &n exgansian

. plans.

Despi:s cha :us:-cumpeq}civ&nesa of Camadian nickal ;todu:ers. Lais
seccort L9 nac likely ta recumm zo che Tevel-of production experfenced in
the 970" 8. Produccion will bae sffeccad by several factora, including
&lubaL weruapaci:r, slaver growch in wicld demand and eavironmental
regularions:

3. Chmpacitlvensass aasekhnnn:

‘Ic i3 ganarally acknowledged chac’ sulphide nickel producersy {sugh da Ethase

‘in Canada) have lower costs. chan: che La:eritit nickel sroducers’ (zhose in
cropleal :oun:ries}. In E'a.i:..... gome egcigates pla.i:e laterite prudl_:"inn
cgats at L. = 3. rimés highér. 2arf of zhid differenca iz arbriputed "t
the by-product cvedics received by sulpnide producers from the saie of
‘toppet, cobalc, pla:inum grnuu mafals and echar preciauﬂ mecals. [n
relacive cefws, ensegy conscltuces as mu:h as &0 papzént of lataritie
nickel cgats. Labour rapresents about s pq.n:tml: of Canadian opavdiicy
cost wich enevgy ac chouc B3 persénp. [Ir i3 thua hot secprising chad

.I?.anadian prodycers -hgve agcelerafed bubk mining mechadﬂ, which ifn
atpectdd ta cesulz 'in significant improvements [n oroductivicy. Ffuel gil

cricess wiil dacecnine tha Felacive. nnnpeniuivEﬂesn of che lagericic nickzl

producecs Lp theé Lomg :e:m

Whils Canadian producars acn sipecCed C3 r2galc che lowesc casc prﬁnucera
Im che wasgeen watld, the axperiencs -31' ‘the pesi thiee yéars ind lcacas
thac.cose cnmne:;f,r;ivﬂ_nega does: aat ensura prn:eutium af markec.shara. Ty
Ea:: Cinariian, producess tave absnrbad =osc -of Che vecent’ production

-_u:ba:ks airila “sgage=concrillisd gtodusets have concinved =z ksep

wigrefizabla facilinias.np&ra:LnE: inco and.palcnnb:idgg reduced oufpub
by 48 percenc in 1982 alone.

A thisg mm:..r_:a, hach IrII:t:u znd E’aicnnhwdge have saziovallzad ciw!
aperations co chi ecenc chac- production CoBLs zrfe mafching che cucsent
depregsed ulckal price.  Cast-eufflng measurss ars contipuing which; are
expected ks Eurther Tedusa nizkel wost belew Uesi. 52.00 2 gound.



The Canadidn ,5Ji:we1.'m.-.en'r, g gommifment co cedume Fuiplive dibk*dqe emizsiond
by 30 percanc 1y Czacral Canada by 19%4 will rave a-major lapace LU0 che

nonferrqus. s:nelr,ers, aspeclally the nizkal prc‘.dune:‘s- “Thase r;t:u:panr.-.—:s ams

cnn:"am:ed. with R&D zagtd of aver &) millien zo develop mors:affardibla
smp_Ll:_Lng :gch:m].ngi.es te reduoge, 502 emissziagnss I[mplesencation cosCs gra
catina:eu Lo uE In excass of 5350 milliGn and® =ould wall {aoctdasze
aperatiug cus:s, as wall, by ug oy L5 zoncs a pound. whizh would afises
I:I'Lej'.r cnﬂnetir_r.reuess.

REsource- EfﬂLEiSlng Tnduscriak Erancn

Denartmﬂnt :E 1eg1nnal Lodisst =iat Expans Lon
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FACT SHEZTS

¥ickel Smelcing apd 2efiaipg Sector ¥5IC 295.

L, Priscipdl Statistica
1373 1980 1941 1982 1383 1984

Eszablishoants T T 7 T i 7
J:pldfﬂdn:* I8,000 24,0000 20,000 C Le,000 13,000 LT, 00
Shi prencs {Saillicas). B95.9 L’55 3 LE52.9 < Tat.o Tha.l
Gross. Dopastic ProdusgcH¥ 433.2  SoB.%  567.8 438,71  Sa0.3  eD6.7
(Conzeant L¥7l5mitlians)
Iﬁwastment'($millians}' 1134 g, 2 223.1 Li9.7 94 .0 143.0
Brofita (lusa) afser cax *2¥6. L mnt.g (adl.8F (1B, '} (1&35512 {20y
Exporis (@mlillnns} u7.3  ilue.0 LLLES. 2 Til.n Taz2 .4 WdE.7?
Dooastic Sﬁlp:unzs feallll un} 47.2 ‘#9-5 16.3 2& U‘ 234
topocts {§millions) - i6.9L  90.9 [8.3 t7.1 i1 1.
Canadfan Market (§afllions) L09.3 7.4 5407 4l.l 4.5 '
Ixports = % of shipuments 9.2 95.7 gEC8 9nLE 0.9

w*-of docussic mathkec 15:8 9.7 13- hiads 19.2

Ioports. =

* Eﬁplaymenc capnot be brokén aue for che saeltac aud rafinery aegmeﬂ;. E1u5
putimates imclude mining and millEng emplupnent as walls

*aTokal *alue for SIC ¥%3, which includes.all saelclng and refininb 13
1ﬂn+EurrnuB ineCals excape aluﬂLaum. nickizl is noc -s2pacraced oukb.

2. FEaglonal Biseriburion

Outaris rifries
Zscablistments - gnrccn: gf coeal 57.2 hz,aﬂ
Capioyment - percenc af catal Bi.6 144
Shipments = percsnt of cotal, al.0 1%.0
F. Major Fizrzse
Hane OQumarabip Eocation of Planta
Incao Lid. Publicly owned: 50 pemceac by  Smeltér at Sudbury 4

Carad fans, Thowpsan

Rafinacies ac -3udbucy, Pare
Calbopa and Thompsan.

Fzicanbridge Led. Pubiiefy.ovned: 9535 Canadian, -Smalicr -at Sudbury.
11.5 percunc contrdlled by
Domirs Mines, Ted .

Shevticc.Gordan A0 persdnt sscrolled oy Befincey "at Foasc
Mimes Yewmone of U.5.A. Saskacshavan .



Iges. Zarformance

Primacy Macals {§ milllong) (86 1983 Y942 1331
Salea by producc e

ericary alekal JTE0 § A03. 5-552 5 - 4%l
pefined copper kil 95 LL7 L34
Pracious macals 1L " a4 Lk
Cobalc , 24 Lu ‘s i
Ochez produscs <2 14 o 1
Yot sales ca customers Flal52 8 TER & FNR O 3L.UFy
dperating earpings(losd) Sl FC138)  SELaAny 3 Amd
Deliveries {poundid Lo milllfona}

Priary nlekel and iatermediatas & ) 2L5 293
dickel céoncailoed in allov products o hy 30 15 i
Total aickel ) 1546 14 s 1nd
Coppat P T, AT av

[

Falodabridge Farﬁarmaﬁ:é‘

Frimary Mecals {5 millions} 1384 1983 19832 19RE
[
Siles hy preduct _ _
Srimary nickel §2%% .5 212 § il s 3L
Rrfinsd chpper &3 S Lup i¥
Prezious zecals T B 3 3
Gobalt’ 3 12 13 15
Oehar srodusca 53 a7 £ 4q
fec gales o cuscomeEs" 5398 5 a1l 3 24h 3 112
Operaciog Eam'iu_#‘s:{l'n‘as_.] IH.5 11d) a3} (=3
Omlivarina {pouads io millipus)
Tocal nickel g3 AL - 3k i
Caoppar [E] 53, 0 aR . 3

. .
Faleonoridys eecorded & congolldaced. profic in 1984, afaca
extrgordinary Ttema, of 528.7 alllten, .comgared with a ioss af’
$31.4 millian in- 19¥3. The company gained: $4l.5 willion from sala of
its shares im “Suparior 011,

SELECTED FINANCTaL RATIOS

THCD s FALCONERITLGE

Intareat - Har Rerumm -Deht/ - “Iatereez Y&t Racucn Dabts

Cowérage Oo Equiry  Equity Coverage' 0o Equlcy Egulcy
1973 | 9.2(Timez} 19.1% 27163 4.9(Times) IL.1%  3L:43
1380 1.3, 1. L k[:9%:H $.2 21.8 562,
1381 b.5 £2.1) 45755 . E-; L8 3¢:30
198z RATELY (L8.95  wiise (-1 (h9ily 533:43
1383 Y13 (22.8) 47593 far. { §.8) kil
1984(ase)( ) (LU.93  4B:5h 1.4 Laa 3Eibi



‘4. TFedsral and Provizelal Governmeot Erograms

2.E.B. = fanadian Exploration Exponse

[a0f = Iadugtrial amd Aedlonal Uevelophenc frogras

Federal incoma tax provlsiead relebing to the mining and oraceasing
-induscties and £ enwirpmmental conCeol aguipment.

5. hajor fepatts dvailable

Canada"s Bonfarrous ‘The assessment af che intep- L1984, E.rla®,
m:'a.];s_." Industry: 'u.a:llbﬂal aoupecicive oaicioca of
Jtifexel and Copper ‘fanedd’s nickal producecs and
tha evaluaclon of $Us abacement
aptioas
Brégrio/Canada Task The devalopmenc and evyluatfon of L34
Farce .an Inco and alr pollutlon abacement opcbicas
Faleenbridge
Ecoamale Effects uof The asagssment of the. viabiiizy, Lydl, Canece far
Smelrer Conhrals of Tdfiadian aunfertdus producers  Resuucce Hudizs

&. Forelgn Trada

posEs 123

Ty EEC MSTIA ‘QJTHERL
1973 Bl 2‘-9 - SL.l
1Ygl . 55.5 17.3 .l 27.1
1983 59,0 9.4 - Il
[R=3. 5 5L 4 30.0 .2 L&.4
1984 - 5.0 ‘1L = ,3!,._0

Exporrd (17 .

H.5.4. EEC As3la ‘OTHER
1473 133 r4.1. 8.1 8.5
1381 4l 6.6 .5 2.7
L9B2 43.5 2.0 - 3.0
L‘:‘f&l 38.9 “3lB - 2%.5,
Cigfg 4.2 7.3 - 4.3
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ENerETITIVEN. .  Z0FILE

Sector: Lesd aod 2loc Smelting aod Befiningh

vStrunture and Performance
SLructure

The ptimary Lead and ‘zing gmelring and refinfoy swecor consists af five’
companies across Lanada. These fompanies srodude lead bullian, and
cefired .luad and zioa- EhdpEE auch as. hlocks, plgs, sheacs and s-abs mins
ig also marketsd as dust, pawdar and Flake. dalar bgp:oduyc Tlefdabs arw
ailver mod copour. Dnly ‘Comfacs praduces lacga quantlties of buth fead
and ziuL astals. The. ortier ‘oajots Lo Lead” is Fruns<ick dloing and
baeiting (Bhb;. The three -ather majers in zinec. arw Gapadian . ”leLLru;

Iiac {CEZY,. Hudson Jay dining and Seelting (RGNS ), and Kiayg Coeek.

Ganerally, the compenies --aome in conjuncilan WiCLh sisfer companius dwnpa
or cnutrnlled by the sama parsof = arz Iotegracid bankward intn u111n5
Cocinea axports concengfated . So Eucope and Japad: aﬂb By Zubupe, Sith
some gaiay to Japan; and Kide C¥oewn; o Eucope. d3H5 L3 uor
self~zufiicieas ia cowchacraces; 2ad CEZ doey AL wine bul Ceciives
concanarates Sfrom EMS dpd okliec souccesg. Theee {9 blccie forwara
laceyraclon lace: seal~tabeigaced mecel prooucts, thi wxiept igis. beces
Cominco which co=dwng uanuda 3 'd:uesn secandary lead coapany, ‘eud rhis
which awng @ rinc die=casting aiaut ’ Thery IS monsidecadle Eu:u4*u
1n:egra:1un #ith regard co produc: {on of ldfg& Guanticles UE dulghur [ ,
acid Frow the sulfur dioxide aoissiond, asd shep peoduccles of Eercillzercs
frou the sulphuric zcid.

kegarding cwnarship, the priwaty laad sdcior L= v‘:.ually WL cunceobled
by Comineo and AM3; chus chere is ag Eure‘gu oweership o Lead. The win
sectnr I dnly ¥ Forefga-zoncralled [HEME}; of Canadian-conabcollad
capacity, dUL Ls privately auued and ZOE iz government-awosd gihidd Ceenrd.
Thu- Cauadian governménc had announced its Lntennlun af selenh Loy =95y
squlcy gasizign in 2.0.C., whi:h ia OO owner .af ¥iad wtaek, duriug
144§,

Geagraphicalky, wi:h Comineo in British Coluobia ang FBH& Lo Hanicabas,
wEstern Canada ceptaseaca haii of Eupluymﬁnc and pradaccion. The acher
half fs.splift becwdan Hew Seuaswick (HBMS), Yushec (CEI) dand Gacario
[Kidd CreEek)..

Canadd hes & slgnificant rale in the wvorld, rdsking coaeistently aoong. the
leaders in produstign of codeeatrices,.and lead and zinc =matal,

Perfgrmanca -

Dadpite sscigaced caplral invéstment of «gwér =wo biklion dollars sinew
L2979, che induscry hag exparienced vary -slow Arowth. Volumé avecagmd
*2&2 Dﬂu gonnea of land -.au'-:in a narrow Tange. Yolume averawsd birl LUl
cannes of rine, alsa within 4 QUITOW TARRS excapt. Eor cha recesglca vear
of 19821 when ouly 512,000 comnes wera pruducud.

fompaged with the pravious.i=yesf pericd (i974%-78), Canada’s sbarge of rha
world markes Zinge L3979 nag ldctesged from %,.7: 1@ B.0% of lead, add fraom
11% co over LIX of zinc.

in gopcentrace fdrm (Mece: alk weights fedicate cnn:aiﬂad Marsi ), uzndda El
lead .cancenfrats sroduccion hig remained Fairl? cuns:4ut, SXCERL LAT 4 Gif
in 1943 fat:rxbu:ed £t dhgridwa of thae Lyprud inv1l mlnE}. at ap dverags
of 313,800 toomes of wloost 134 of world p:oductinn Iing canCEquJEL'
ptadyetinn hag- been. §oméwhit moza va:ianLe and fas averdged £33, ey
Tonopas ar aver I4X of world prudunniﬂa+

THus, Canada L3 ché world's largesc producer of =zine In oTes, concemcrazag
3nd mevals, and the chird largest aroduces of. Tuad in che weacern wirli.
Canada.- comsumes 40X zo 30x at irs lgad mecal produccioun. The eoncugd
trepd has been down bocausé of the adesdldn and decuusa of environwential
reguiztions. Candda consumes LDY co 204 of izs zine nerai proguctiion;
again the Lannage :rend {osdown becauae of Lhe refgsglon. Thers is ow
tmpert penetiacicn of [ead ur zing, and ncne is Lt:ected i che “Fdcuba-

1

weTHe lead add ziig profileés dre desaribed cogechéc. “Eidhhu. inC Che Lusc Lart

in Gznada, the swo wetajs ate clupely associaceu in che ara bogias.
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?rnductinu hrau:1>=xnac:a: una in Canada are quice lew, zod ace EREECRen
re temalio Luu uncil the 199073 Ear zine anu‘ZﬁUU For load. Lhis Ly, due td
wa ket maturnny -Subatltut+0ﬂ of other megali, Lucreasiay Feaductiva’ b

LB s, clasaca of EDmE capagity dué to stridgent hygpianis ragulatlens ia

the sueitar Hurkpla:e. ‘and atclcred euvxronmental cebukacinns. Tor
exangla, cnmincn "has pﬂrnanautly reduced. LEs Lead 4nnua1 smelcar
capacity in thﬂ Lasz iecaaa, diim is part <o govetnment 'ebulﬂ'ﬁﬂﬂs dnd Ln
paft Lo nbsu;escaﬂcu.

Profits dropnad i:amaulaa-l; from 3300 aillica ip 1979, co o logs of 217
milliva in 1987 {fac cae. companids waich reburted resulid Jurloy chat
pariod} ;. theq pounced hack ta 551 miLllou in 14984, Praflrs acw exgedctdc
o scay.low in 1985 due o iow sriges ¥or lesd,-zind anmd silver. The
indusfty bad. ‘has tu horruw heyvily aver che. last riue YeLrd LY Gedeenlze.
This hae_ laft. ic thhly Levaraged, and in 3 pupr acqiniau € Cahde wnplbia;
wia dubt ar Equ;t;. This Lack ok :undE dill make *Lg dethuLc cir
mﬂder1lze Zubihur, .co Ln:reasa prafltabi'xcv -through vapleal
intEnle;cathn andvtnere;ace o maincain {¥3 compecicive ;u51: gn iA
world marketa. . ‘

Canadian’ nnmpaniﬂs hatww signiflcan&Lf impruvad LheiT ;nnl.‘-..'uu.*u..u:I‘_1.-.J.a.1r The
best EXampla is char, 1in-1943, Coolnce apdded fes bighly dutamated 71 uww
cunnus peC ygar zine sL&::rn-y:ic rebialag plann, whivh Las cheé lsggest
capa:i:y Lia :hc world.

Therse 13 :nusidarable idle smelcer and refinery capac*ty tn che U . A
Eurspe. In thia U.5. in 1943, nnly four zine smeltera Qperdcad, havxnb "
tocal :apaci:y of J0U 000 coanes. The.gchers, with a racal Lapacirv af
07,000 tonnes, wera idle, sugguating 2 wiilizacion urtp of upded U5
Eurgpesn 3mulher3 afsa confioued tp oouecatest a Law rate, pa:hdub deULFb
aibive chi up:iun that *HE Yucopesn commission has given Lia: SELLats,:
namsly, 4 5203 pdar idnne payment for ﬂneratiaus parmnnun:l} ‘closwa .
Europa's- lnu :ate qf macal ?Eﬂduﬂtlﬂﬂ hag rcdused. several clkosures ‘in ¥
aad LIRS of Canadian lead ‘and. ging =ipeg. These’ closuras are planned oo
ba shar:-Livad buc; Ao daub:,ntu:ure dethlﬂns 9111 depuand an. ihe. HJ.Dp24h
BCDOOWY + .

Broficability of che saglor was cndeT Euscher. pressure dyciog the lacter
parc -af L9%4; aud eazly L945. The price of fimc hag drapped cao Sak, ldad
haa ‘dropped ura:ini:ausly Eroo AIL Ko Zu*Zﬁt and ailver hds .drupped :coa
51U Eo §7.75 tall are in Canadian fundaj .

Jtrengths and ¥Yealmegada

[
{a) Structu:nl

The sczle of aperatinus in canada coQpaCos Favedaribly wich
-u:e:n;:iqnnl gtandards. In lead, Comincg's L30,000 tonnes capduicy
i3 among Lhe .arge5t smelzges i che, unr'd (Lua ar “tha Lafgest ATH,
"BRAS . ﬁu&ttﬂlia, 230,000 connes and §e. o=, U. 5. ilﬁ,aou* BHs
hapauiny af 54,000 cognes. L2 in the medium Tangw by werld scandardd.
fominee’s aey zinc cafinéry s Cha laraes: Ld the wJorld. Hide
‘Creék’s and HEMS' zine copaciciss Joild be in che sediym size range
of werld operatlons.

The seccot has heen unnz:guing ad |uacuent relared ta wwe facturs:
grnductivicy -ans, 5Dvarumaut cexcriztions an emissions. Law mataL
pri:ﬂa.a:n fhduction of profic marying have: gauzad.fanadisa cumpanles
w0 moderniza. Canadlau produgers are oot prica laaders; zliacasare,
chey aé;eup: LD Jmpruva 2arglos by fuceing ‘OEEE . 1‘§:aa:ur
propercion of fvmdas nas pana 1aco godernizarion af: finc aperaciing;
dnd 1 lowed propertion inte salacainlng eparanidn of cha sld laad
smﬁl:ars- in Tapnada, -as glimyhara iz the worid, lesd smeifer
csuhci:; Has had to be. reduced signifizascly to Imprave H;;Lanu
conﬁi:,uns‘Ln the wotkplacd. The' ad juscgent will conzinue. “nua~er.
ehe adjestment sowid be catastrophiz LE; for whacever reason =




{vy
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:echnical Financiat, ecs. - mmeliccs arn foroed to caduce capacicy
too.wach. gand west ghib dnun :ample:ﬂly It should be noced chag
smalcacs la all of the ‘ndus::ializad ccun:rtes -ara under gimilar
*cus:rain::, Aia varying deygress. IncreasLug cumpe:i:iun i3 Tomiag
Erdm LOG' 3, whegw goveroments da - mac plice 55 much emphasis an
envicomeental considaracions, alcheugh LDC's are doc as farze a
faccar ia laad and Zinc a3 chey ire in olckel, copper and aludinum.

Cun;e:niug scher noa—cechnological fa;:drs oe aﬁ;LLhy Tl CoRpeta:

T-anseq:t&tlan 3y a wajor cosc ac all. ECaEAs and cau - affogt the
compecxtivenﬂsa af uanada 3. pcodu:era BHS Lis an rideuacec' CEE La
well locaced -on Ehe r.-Lavcehce S&avdy, an call Llaes amd ma [uT
highways; close o osjor aackecs; Comin:o. HBMS- and Hidd Creel drga
“inland™, which *nc;ugnas chelr :ranspnr:a;ipn‘CJs.i- Tosts of.
Lranapartiog concenccaces to smelters [9 somewhkar higher, om averasw,
Chan: CHosa ¢aeCs in ather reglons of clie world, Buc the cast of
:ransFortlng cgncencraces La pork far Expnruiﬂg, ur meEtal Lo Gackel
La ngnifican:ly highes than {gc'Caoada's majoc competiZges. U5,
smal:&rs ln the 5u4called Missouci bels hawd Lo :r;nspa::a:'on
osts) partly hecausa the .oinas 4ra alosgd o the-gzelizcsz,. <hizh 1o
turn are claaa :u ma'jor aecal ndChels.

Geographical Factors

Tha fact that many lead-and zinc oines are sifuaced in Candda’s
narthern ceglons weans hLEhEE transpnrtnciuu. Enacyy, wacertals and
labpur cosbs. These En turn lepd to highar capical and gparacing
casts chan Es the caze for maoy of Canada’s. cogpatloors.

Labour supply iy a peoblem Lo Carada’s aorthern mintng eegians which

-produce some of Che noncEiCIace supphy fur £hs smaltars but which

export wuch of Lhalr,prndu::iuna.

Labﬁur!managpment celatiena. have lapraved fEtentLy. Previsusly thera
had been congfidarable laboul unrest aod work: staopagas ar che aloss
and smelters, and at cafl and FACT CIAODSPOCTAClod caaLIed.

foraign ownership la noc a:negacive-Eactarvtﬁncauada's cozpacitive.
pasician.

Besource hdse 1o Lanada, with exceptions, .14 gacerally su:ftctant 13
sevacal decddag. Ccmiu:u 288 largoe dapesics Ln zhe H.WLTE, Griéenland
dpd 4laska, in addition o Che Sulltvan wlne in 3.G0 Tt also custom
smelrs conceacrates from cha U 5. anrd ather countries. HBMS is ®aL
galf-gufficient Lo ar&s aad will bé ketter abla cocompace LE 4 oy
cerm explnratiun PElE LA teasults in Einding 5uf‘£ciun: afe w0 cake up
the approximarely 503 ° deficienﬂy IMS and Kydd Cfdﬂk CTRWE
contentrates Crom thelr swm larga, naarly. minas.

Intesnariotal Trade felared Feciora L

Trade lopues 4fn of Eundamental {mpozEancs fo the domescle lead amd
ride sectar, pafcicularly frva tha peiac of viau o€ axpgrea.  The
zoecar la Caced with cariff .and nod—carlff nacriars ‘Ln ics aajer
gxporc mirkets, .E., U.5. aad Japan.

Tariffs: Gdndda lmpdyes mo tariffs on fzpecced lead -and zing.
Ganapilly, tariffs fno. achar 2oudcries- are zern® law, or pas:punad far
Zanada's oras- andvnnn:an:'azes bebauga Chesa cuun:rLes, par'i¢uﬁar‘f
Lhe EEC, whara Lnaaplnvmeut ls wigh, and Fapao, requi*E fead Eor
thair gmeirers. dowever, thers ard’ subgtastial zatiffs om mecals
wnlch tend te caspritf Canadg's expsetas za:iixs_are ‘ag Righ =3 7 ea
12% ao lead amd 2.5% dm.zine antaring.fapan., ‘The LLC ?rﬂtEcta its
-smeliing Lwdus:r? - operatiug ac a Low- cate of capacicy ~ hy inpnslnh
a 3.3% EAFLfZ oh lesd and ting. -Tariffs {ato che (.5 are’ =1Lzﬂﬂlf
leswes, &1L af chase tacifis will decline slowly Ln sceordance with
WTY. schedulas.

Non = Tariff Barriare: Nooa
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ﬁnnparaggye Upic Costs -

The major facgars chat decaruine the cost doupydzloive netara at
Lanada 5 .load .and zing lpdugcries are;

- lahuur Lﬂanada has relativedy nLLh cpats)

—_energy (rslativelr Low cosca)

- are gradd {variabl&]

- byprodact. ang cupradu:: stmdica (high eredles fac silver, nodcuys
c:Ests fog sulphuri: Ackd)

- :ranspﬁrna;inn - cbncun:*a;as L3 smalcoubs ﬁhigh casLg)
- metal fa wacker (high eosLs)
= Levhoology and orudacEivity Lhigh cosc for lead; low cosc dov
zing)
- 3gzake aE opeTitions {averase co. Lower uusg)
- gacal vt&lds Tlew 2ostsy with ex:cp:LnnSJ

- raW zagerials leohe nosis ard exceedimgly hlgh for Canada's Lana
aue_ﬁers}

The wiclzaced” dvarage cpefsting cdut Eor selting load L”ﬂLEﬂtfPhih
ta {anada's cwo gparatlions is L7& [F. S+ pacipound oF idud. This is
cnnsiderahlv highﬁr than the Es.lm&ten uqud Average of L3¢ (L .3.
ouch hlgher char hhﬂ Fis. avarape of L14 (U-%.); dud anly 2% EL-:
huluw Cie :urrun: warid price of LY4 {u Hal. Becgeds gl
nun-uperacang o4y, Juch aa Aigh Lotorant: expense, tﬁe Lisd poetion
at tha’ Lndusnry uperaces ac-a less. Seccliond of the lewd smolckag
and :efining plancs employ ald zeehnibogy, hgée h;ah labaus
components, high cagt of cake and, in che cagd of 30y, t:la‘nglw

aigh sneryy cost. However Eauadian.smeltggs banez i:.::um i L ;L‘ygr.

ana Einciby—pfuﬁuc:'vu;u&:.

.3, lead oparations ate che lgwasc <ust Lo che werld GRCHUsE of

xcala u:lupuca:ians, hlgh grade Qre, nearoess Lo ;uke?supnlv a0l Ly

:ranspar:a:iun cesCs befweun mineg, ‘smebrers. und markets. THese
smelracs afe simple In. deslgn, and chersfora bave Llow capital awd
upera:th costs, bérause che’goncantrakbs helng Cruated arz =elapively

Erem aflopuritieg. ¢n che-other hand, .by=producs walues e
minimal.

Dug - £a Cha lnu atlca af lead and to enviranmescal Tupulacioos,
raaul:ing Lo ruductd marg-us, the sécondary 1ead induaeTy hﬁE
Luu:raccau, and a oumber of plancs have gooe gut of spagacian. La
aplie at! ‘thesa factara, ihece 15 $eill sgoe.decondacy lead produyct

':apac1ty ‘chat cas uperatu at a profic &uen at load g.lcEE Erom id¢ L
254 gar puund. In the Uoiced- Gcates, it 43 sscimaced chac

app:ﬂximﬂ:ely “3AH LU0 conbgEs of secnnda:w iwad capakily =xisca st
[11.927:14 ?rices Tacauge -af Ehia factar and the low goowch 2E world
lend canaumpt:nn, Lead pricaes. Hlll rend L acay law., [a addizion,
the marka: for ZLHL is Expectad o ] gruw albeit 41nulg, and AdlwcTrasad

\pruduc:ion o zine oill Conz co anruaae cha supplj af lead, wizh,

uhih itiig assn:iacad cegardleas Gf the zarkat Lur Leaa

Zioc -demand yill geow at a spmewhaf faster cace than ’ead demand -
Almosc alL Cdnadian zlaed p:nﬁu::iun is cluaa;y assovigged wich Ledd

and/or ,apuer,*and Lo Zouwe: gicent siiver, udlues.' anc_canaqxau tine

rafiu&ries process apurnxima:nlf 3% o AU BLFEEnt bf the f9tal zias
Eﬂntaiﬂﬁdolﬂ Canadlan ¢onczoCidCes. Thesa.plants are aneny he
lawast-cﬂEE cefinecine Lo tha world, 2mjaving.<fhe aavan:aues RE LdZfgd
acale BE. ‘specatlon add ralat-v&ly lay enerhy caic ag campq:ed =
ather -Tegiana- {a the. warld. :Tha Estlmat-d averags .c94c Eot slanudlan
Zing tefinerina s 15§ 0. H. ; pec pound of ging. ‘Thia is che Lavast
of ali JDrid reginns, whidh average L34 LU 5 e Lo i Lawai Fth b1
U.5. average of ;abour- 234 7(U:3-), and cﬂns‘derably Beluw fee custent
warld price of al=iid (0.5.3. In splca’ 6F hxgn CINTARECALLAY Cusis,
aich - ifcarest sxpends, cne zing portlesn of Catada’y lewafzinc
}upe:a:ingsf?:pdugesqﬁn accepraple arafic.

I'n ST, Eanadian zipe mines and theic associacen BT pédgsars 2nd fu
be. mpze. nrufihahla than tnése in other yorld regions. Tﬁls iy
gcianrlLy dap td celatLUELy lower p:uteahinb and r=:1n11h Fuagy une
calatively ‘Rigl recoverids and vAlwes asspslared with JhurudUL[

.sliver.
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b

Technglagical Factors -

Cznada b5 congldared L4 have the véatern world™s moat madacn zlas
a:uneﬂsing faciliciza and lowast produccion coscs. Cam'ncu, CEL and
Kldd Creek fo6ll into thia cscegnry The U.5. zing processing plancs

‘4re becumiﬂg Guc=daced, and are dmnng'the‘hish23c cogt prodyucery in

the warld:; a number of them have shut town. Enmich and ¥1d4 Tasx,

.alsn uge a s:a:e—of-the-ur: [dherict Gu:uun) hydrnne:aLlurgiLaL

prodass ta p:nduce a7slgnificant pottion i chet: tloc produccion
aod, oot incidencally, sulphur produsticn ra:hec chan Sulphur
digride.

The cwo Canadisn lead smaluatﬁ seill usa tha aqut-datad 511Lurfhlas;
Furnace pfoceses. This in iesalf ks nor tha Wajor fmadon foc Canada's
heiny amang. Lhe highaat cast producars, as almest all woold produidsa
wse a similar pEOGHsa.  Hou :echnology wguld bcing Candda [1-1
positiun Bf ‘leadarahip in werld cechnology and co zhe Loweat
epafatloy cosc posicica.

The aussinn-ueveluped Wivecer procesa; the Gerugn-iserican WJEL procass
and che, Finntshﬂdeveluuen Dutukumpu ELash—smel:‘ng methbds for lesd
ewtractian ara ot yut in. comtmrelal prbdu::ian anywWwhaa, B, BUMs
in Australbla, suveral pro:esaocs in Gegaspy and, J=hloa, and ocoe
Canadian praducar are khown o b considering them: A lange
piloc-planc yased om the Kivcet procesa has heen canstrucced by Lhe
Balivian soverntenc bur there i3 no regord icsg havi"5 bawsu
nperatad. Consideracions hulding back ins:allﬂnian ‘acé the high
sapiral eosc, which i3 Im the arder gf ssveral hundrad wikk [ar
doliafs for a world—-icale plant, in af eavirongenc 9f Low cash Iluywsd,
aod low paceucial proflcability Eor any ledd smelzer (evap these ouw
ones) in Che medium Lafwh.

Thera uré no barriers ko ahtaining these asw - technologles frow abruad
thruugh tanhuulngy{li:ensiug a:rangeuents- he t:pLicatlnns af this
515n;fican: cactoological chaige Wikl lixely 'ncluda a gpale=up -of
capacily, a decrsaga in empluymenn, and & solutigm tg the hygiane
praoblem’ in che uurk-pla:u. The firet compan;as La adnpt chesa
pracessars will have a markedly enhanced change.of sucvival. Soma
canpagies mnat go aut of dualness in chia gedium cerm.

Jchar FacCols

Canadian lead procyctido Inpuf, co5Ls &ara aosi senaiiive {o changes {a
.the gosc of labour,.followed by cpafe of coke and raw. materials.
nnargy €8t ls oot a3 intLuent;ai a factor. dassdian zine’ production
iupu: eABLE are mﬂs: 3en31tive Lo .changes in the ¢g3C af sodbygy,
Ebllﬂued by the cest of -ahou..

lo zhe sreseac <limace af decreasinb intaresgc "al:EE~ two majee
Lndubcrics-hausing and cunst-uchlun. and autumﬂtxva *‘cﬂul& Al cave
.and creata fncteesed demands Ear, and oCices of, Llead-.and zige saa
praducts , such as barceries, galvanized sceel, pipes. paincy, ate. OF
fourde, the oppoglte would occeur LF loferesi, ratus wera to inccaafta.
Lawar rates would he a bada Lo Canadian sompdndes, nns: E whom gekll
Lirge quantiziss ¢ lead 4ad’ zinc concemciabea oo :ustaz srelrars
around the world. The zEfero in the shevc cerm would probebhly noc be
an buuufi:ial far :he canadian sme-tars And-Tetinars hecause they sre
alesady unﬂra:ing at high capacity: iE 1984 lasd was at dﬁi and zine
wag 28 W3%. In mid-lY¥5, Coafnse and Yafanda andoudcid LDA caduc=
ticas in zice producedan -ar che :emainder 9f ‘1U83.  iiso, producing

-oce laad would-probabhly noc .increase operacing prafis because thioca

Is litzle or =@ aargla bétween producsion cost ind selllng weica.
Tha above: nEfncts are ceiaced ca operatioms. Thecd would be
significaun woa=operaring benefits af lower Lotabdst Cafes fug
Canad‘an prnducars-

AL Leasc one Canadian unioe has anuan:ad A K0 waRd Ln:'&aae
Tecankly whersus severﬂl large: 0.5% inlons have qeeepeed slgaifizan:
teductions fn hourly wages.
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Pederal aod $Tevismeisl Prograca and Pelicios -

Sloce 14973, red&rnl and: prﬂvincxal governmencd have loteuduced a nuobet ot
zax anentLuea [4+] ewﬁnucage prncesaing and manurac.urtng dctiVLCY in
Canada- The inéentives ineluds: [a) a 30 percenc an&s::en: fux gredic
in gualified veglana for cetcaia prncessing\and manu:a.:urtng inveszwests
[huvember lEIH-ﬂ'_]. and {b) provigelal prncess:.ng allowanges ane cax ..u'bar.‘s
which enceurag- Eur:har prucesa*ng pricr E0 eXpPOTE- Encﬂn:lwas dbte alsd
avallable under tha Induscrial Hexlonal Devalopaent Frograw, LEED, BEML
and DLEF, and genatal E&dera‘fprov1nclal daualapn&qc ‘AT Emmeacs. Bo
&ncou:age pvucasaing and manufu::uring acrivicy Lo Canaga..

|
A caus:rain:’Ls che cara ubl pgrovwth of Caxes [d sdmwe peovinged.

The ‘gulphur &1nxid& pﬁlly:{an problem b8 of coacerd §q HEHE ac Flln Flon.
Thie ather guglters hdve astablished recovery aystemd 7eary 24o.

MAJOR REPOELS AVAILABLE

.Nﬂs!l:i Typa af li:zpurt faar

The»Canadiaannn-Eurraus Matala L[adudczy Tasy Turage L
‘ N

Hon-Ferrous Merdbs Soelting -and Refining fratila: L¥al

’ 0ppurtuaities agd Conatraidcs ‘in Che

D&velﬂpment -@f the Canadian Lead Hector FroflLa . Lot

Opportunities and Cinostraines in the )
Developoent-af che (anadlian Zine Secfar Peoille L9ni

Evelviag Zoviromzeat

{ansrraiacs.

1. Hyzx iamn‘ regula:ians [z che .mrlr.-*pla::e have fut:ad smgll:al.'s L
signlflcau:ly reduce. matal capacify ac 5rzat coAbs

1. There are Low, Longetétm gruu:h axpactaCisna of both leda sad zine,

" dua to che. Iau arowth of the ecancmy, uuvirunmcntaL centtol [Lead Ln
gasolloe and paloke ], Increasiog usa af suhs:i:uf.i.un produs s and
aatu:t:y 6f the lead and zing markecs.

1. Hadernixaninu is, a:alled by lack of Financing, cunbideftub it
?ra]ezr;ad BOL ' &y

4; Taclffs nnu WI3's get up by Canada's largestc cuscomérs contiowe Lo
impada etpnrts 5% metals and fabricaced producta, whila psrmicring  the
Eree eqacry of mipefal. cnn:entra:es-

5. digh meowincial cates 4Fe Lp gooe canas an lmgwdlnenc ra tinamciog
mudarnizanion ana expansian DEHELAMS -

_HEEEEtdni:iea

L. “ade:nizacian ol suelEers nf pry cha b#sC uppd Counlcy Tu alage or Weep
Ganada ﬂn the Enterran: ef wdrld cechualagy, <Jich cejard bg <osc oand
unisa;un coocrilas Thade qew gesecation :echnuLuglas ACE, Ao
avsilable and Lheil adnuninn will be- a<5trataglc nove necdsaly £
1ang-ta:n sucvrval 4t ‘iaad smﬂl:ing in Canada,.as =all a3 .che survivsl
and: yravch of 2 number of zmall legg=-gilver oines La B.i.

I, U41E hag provided major Eimancicg for &L oo davelop & aovel sragess’

’ for ::ea_ing the large-. depwslcs of E‘ne-gralned 2¥Es. An Hew nrurshl
whlch have yntil ngw Eeen uadeononic. ‘fmall scale RED nas recemcly
Seien e:pnnued ‘to operatisn of an 12 miliion. pilac-slanc.



5.

L r—
; ﬁznx emfT. \
ﬁi;rii} ’ _______j
%+ A pocential’ ahogtage of :inc smali ing cupagicy 1o Che L¥9iiy cJuLd
penvida chae - Dpputtunity far construcclon of Lwo world wedle zine
rEE;ngrleﬂ_in Canada tg;aLlinh 20,0 coanes.

3: Canadian coopanled have.an 2pportuniCy Co lAcTease expocl marcet

shara:

= in Japan, if caricf bacriarvs can ba lowerzd, and China, which yives
Ehe appearance of apening its doos

~ in newly indyserialized and cdevelaping <ounTTies wneed grqu:h fats,
ftom a logw base, 16 gsreater. -

Copetitiveness Aascasment

Janada's: prisary - zlac smeLLLnu inaus:rv [% Lncerndcionally conpacizive.

In the caae of lead, Eanaqa ] plau:s are r&La:ivelythbH LY Tubudlalng
af these smelters to chemge to ioca asw :wel:ing pcnasua appeurs cd Ha
necesgacy for survival.

Tnts wodirnlzacton ia.4ls0 required ca inprova occupatiomal hyyiend go
ataid . shuc-dewa by yoverowenc regula:ars‘ Signiftcdut and Lperedsing
propertions of Zime cxeraccico Erow ‘Coatentratad ard baing catried. oub’ oy
The zine prassuce luauhingrp:acnss Thiz- Cauadidﬂ‘dﬂvﬂlapad pLosRYS
eliaina:es the evaluaiun of rsulfar Jdioxide a8 .and, iassead, produces
elemantal Sulfur.

Lasd refining proceygeés. inm Eanana ars :grycevof-che=art, ang 50515 TImpars
favqurably wich world cogba: ﬂeverthelass che re:Lueries would close 1E
che smelcers ¢id bacause che re:in&rﬁr Ieed canas fram the sIakcac..

Cangdian coupaniesa-ars oot che daly ooes who are faking sCems fa
st:engtﬁ&n Lhair ‘balanes shescs zod ra:idudllze thakic 1ur1znutal and.
vartital lickages. Fpt examule, Hoeth BErckes WiEl racancly ralsad b&é
olblinn {Aua:raliau] by an equity Lasua. Belgiuo's Unien ‘Miniefe is in &
thEE-year Eastruc:uring of LLa C¥o large Froanch xin: affilia:aﬁ
Visflla=Hoocagns . aod Rnyala dsfurieanaa dea Hines: AEDng frher =FE 0T
changes; Auscriponm’s clactrowinding plant is duuhLiug its sonoal capecicy
co- 200, H0 conoes . and Yislle-Moncagne's will ceade to operaté. L& is
hcllnuad chac Gaion Hinleva will aoc ba eligible fot’ che EED subsidy of
3203 (U.5. P11 Toona .14 pruiuc:iau perrancly s:apped kacanze che astc
reducticn for tha merged operatison will ha- zerd; im afy case, it 13
hel4eved that the ZuZ.C. shutdown agraenent is, for-all intencs ape
pu*paaaa. ﬂiamantlad.

Asarco Ls {again} cnusiduring A pefmenmct shu:-dnun af irs LuT,uubL Lonmes
zinc rafinery arg Curpua Chrlaci, Texas. T haa besn ﬂnaratiﬂg at cnly ard
18 canati:y sinee 1C kevpenad in Hay, [9%4 aftar a lang:h} LI-moezh

:&npnrar? shicdoun, and aaa apparnn:ly beea aperating ac a Léas. 5E.
Joe dAinerals Corp. Bought Hacicnal Iine Ea-. garcrlegville, Uklahowa, oz
c¥eace the laruest taltad atuces Tinc p:u:u;&: uich & capa:ify of Lad e
CONTes. '

The. above “examclid laatcaco The Jorld=wide :&5::4::4:1n5 ang midersliast it
»rogramg will maincain pregsare oo Canadian: companias.

Tesabrce Processing lndustriaes danch

‘Dapatrhene .of Rezlical induscrial Zzgaansise



ESTMATED DERECT OPERATT N, COSTo PEZ t ..ce

- THEL
, AND REFIMEATES {1353) . LR
COUHTEY COHPANT SHELYER CAPACITY oOST
*um ntlvear) [!.l 5.¢5Lby
United .Statds  3c. Jom Hursulansum, ¥ao. Rk Li
Trance SMM de Jenmaraya Nayalles Godaulb 150 LL
Hexiao IiH Ghihuahus 120 12
Augtralia BEAS Parz Pirie 210 12
gelyfua :ﬂe*a;lurgia Aebokan® 125 Ly
Habaken—ﬂvarpel:
ugoslavia Irepca ivacan 50 L3
Paru Qanéramin fa dEoya- :90 L4
United States  Agarde ¥l P2ea, Tawds gk 13
‘Canada ’ Gontneo Trall, 3.cC. L350 5
Japan WitsubizhisCoalnes Navshina 15 L&
Canada Brunawick Belleduna, N.B. [ 19

COMPETITIVE CUST RANRTNG OF HAJGR LEAD SMELTING & REPINING AHGIONS (1584}

ssmarm DIPECT OPERATING COSTS FOR SELECTED IINC PLANTS

URITED STATES

AFRICA

EURUEE

HEXLCD

bQUTH AMERICA
ﬁUSTRALlh
C:\.HADJ\

a’rﬂ IA

VESTERN- RURLA
AVERAGE

- 63
-~ 7L
e
78
az
B3
Lag
10¢

]

I 2 A

- Ta

&N FEFINERIZS. (LBE3)'

CDURTET CIRPANT SMELTER CAPACTTY 05T

{000 medraacy (U.5.401b)
Canada &cﬂin:n i ;rail B2, 71 AN
susctalla Eleaaczalyleiz Zine Risdnn rasp 114 128
{gnada ) e valleyiigld Que . 218 L5
Unlted 3tates Jersey ‘Winiere Clarksvilie. Tzan- AL Ly
Yatherlanda Iudakoa Budel [0y ks
Canada Xidd Cronk ¥idd Creek, QuC. 127 L&
Finltand Jutakampu % Fakkela L&Q L3
Franés Austurichns auby—Leg=Daual 115 L3
fanada HaMS Fiin Flom; #Han. T3 2
Belzium Vieille=Monkzgne  Balam, L90 11
Japan Toha Zine annaka 14 5
Japan Aki:a Smalriny Akica 156 23
Hexico T Huevd Rosica 163 23
Maited Scacas Asa:cn Coxpug Chriacl, Tex. 1D& ar

COMPETITIVE (OST BANEIRC OF HAJOR. ZIHC SMELTENG & REFINIAG EEGIONS (1534)

*SQURCE: Charlds. River Asgecizcds

TAMATIA
‘AHATRALTS
UEDES

SOUTHE AMERICA
HMEXILO

UNITED STATES
AFRICY
%;.sm

WESTESN ORLD
TAVERAGE

= G2.5
- 75,3
~ 7.2
- H1.3
- 85.3
93.a
om0
i0g.0
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N aa .

FACT SwEE.

¥AME 0OF SECTUR Primary lead dad zlne
smelelag and ref{afng

SIC vt wasls o 293

1331 1942 1883 1984

1. PSINCIPAL STATISTICS 1934 1980
Establishinents "5
foplayment 8 200%w LAY
Shipaedcs. (5 ailileng) 5a3 730

Graoga Domestic Producc .
(Congtant L97L § atllieoms) L,526 1,769
Capital Invastmeacs

3 5. 5 5
oA MiA TA00Mm g Siyee
237 LR AT 1,067

1,542 L.4l6 1,388  wia

of lagd and 7% af zinc capdciby.
=  Eseimatad.

(3 miliiema)* 133 533 L[V} R A L1
Zrofita afrer rai® - 2EG. 3 A (37 3L
2ecataed asznlngs

{,:.i ailllong)® - 274 453 308 Ild Tar
Zquity (5 millions)* L0330 1,201 1,217,374 L,3%h
Cabef equicy® 28472 35765 L0760 15/e5  14/4s
Exports (% milliona) 351 BOL 479 35a aid.
Dameatiz Shipmencd (5 =illipbns) 237 86 183 3006 R LA
-loaparcs (% milliaona} lH 3 [ ii 1
Canadijo Marker (5 alllisas) 293 31 L34 213 250w
Zxparts + & of. shipments [ B L i | Fy%*
Impores + ¥ of dooascic markek T " ! f BT
*  Iovesimencs and proficd cefer co Cominco, BHS and’ HEMS, teprisancing L0l

‘2. (a) RECIOMAL UISTRIBUTION Bast  fGua.:  Ouc. at
Eacablishoeqrs - 4 gf cortal Ls L7 % 37
Exployment = £-df rpeal ¥ 2z 13 55
Shipueats - % gf taeal T 25 -1 32
2. (b} FORZIGH TRADE 0.8 E«2.C Asia
Uthers. ‘
Eh Zm BB In E zZn b Iz
Imports = % of fatal 15981 .0 11l 3 35 - - i 4
' 1983 100 39 - L - = - -
1983 31 18 6 56 -~ . i Lo
L9584 - - - - - - ~ -
Exporse =.I af totel 1981 il 7L b L 2 a 1 L7
) o £382 i 58 S [ 5 15 9 2]
1982 s6 87 3@ 7 PO 1§
1984 ! 63 16 7 L L o2
3. MAJOR FIRMS
Jwnarablp
{Eventnal} '[acaﬁiun af
Mz PAreat thmerakip Majec #lagta
L. Comfags Lid.. (I4LY Ca2E Canadd Teail 3.G
1. tdn. ElaseTelytic Zing  {UO0K: Meranda. Canada Pallyafinld, 3.0
3. Sudsen iay Hining ‘
i 3 Smalcing h (100%Y Inspizacion -South africa Flim Flom, Mans,
&, Kidd ‘Cresk Mizas Tiook) c.o.c. Canada CTiEmins, {nt.
3. Bfuasueick Mialng & . .
) Smelcing (A6GLY Yoraoda Ganada eliadyna, ¥.3«




»

L~

COMBETITIVENESS ZROFLLE

iama of fectar: TZIXTILES

STRUCTHRE AND PERFORMANCE

SEfucture:

The Canadian te:tilu indwsery facludes a aumber of
divaTse sub-zecfors ‘prpdwcing a range of prodicca Enr tha
apparal (40% by welzhel}, hoce faufntshiags. (I5%) and
{aduscrial {251} market3. Major sroducta -are ceftan and
man=aade yarns aund fabrica, wan-made Fihres and Filamanc
¥drng, carpecs, aod sacometive fabries. The extent of
veptical dntegrarion 1a more pecmaanced Lh Cenada chap in

athar counCries and - L3 predeminanc £g tie cottad -asd waol

Eabrie sub=3garncatrs and in man-mnade Eabrics mads. of 3spun
FETNE»

The fndusbty coaprisas 1,110 ascabilsbhmencs -af ghich 3%
gmpley wore chan 200 woerkars (accouncing for 63% of all
employmenc}. Tt emploped 75,100 workers and made
shipmaocs of 56 .6 Willion tn 198&4. Whila £oT Ehe

lindua:ry 48 & wnola the average size of astablishmen' -and

the @iza dlatribpusion are gesprally camparable ts chose
in the T7.5 {e.g. bech induszries tead co be fragmeuted
with astablishments of lese chaa 50 employaeed, dccoudting
for 7351 pf tha tutal Adn Cagada ‘and T4% 1o Ehe 0.5.},
chexz ara impur:aut differences. Tha a:ru:tu:e at che
T8, Linduszry Lg chartactarized by Rorw di?erstty (1.4.
tharte ate ra‘a:ively o very small Firms a3 wall as
FOCE Yery 1arge Eirma}, and less wercical integracion.
Ia .3 pumber of sub-sectors, the avarage gize of

‘egtzolishmenc Ls Sagnifi:au:ly larger in Cagada thano ia

Cha 1.5 {:ar;e:n,.uuul varnsg aad E&h!ius}, ¥nilz ia
ethars, ‘the reavacsé 1s Erue feotzan dnd man-uade yaras
and PBabrica and uau-mada Fibras].

1o Camada, comesntTatlidn is higheset 1n apinning and
waaving and 1la maq-mada:fibres'whara oaly ocne 4rf WO
firas doginaca praduéfica. This i3 la centteac co cha
U.2% lodusrey whérvte jmaller gpeclfalizod magufaccurercs:
garvics the osad for yaras, graige agd finilshed fabrics.

It is &sci{maced 'that roughly J0I..ef textile shipments
(axcluding koitting millsy are mada’ by‘ﬁqﬁaign-gﬁu:tullnd
{mostly U 5.9 firms. Foreign-owned setablishmenta
account for evar 507 of ahipmaants io 3 sub-gcfors:
man-wade Eltcvea {3853, ifaeléum and ¥oaced Fabeies aand
auts Eabrias .and accassocies.

Soge 32T o che dgtablilshmencs afe abous aqually
Fiatribuced bNetwedn Jualise dad Ontarcioe, wibh mosc lacated
io sdaller ;pmmuuitiaa. ¥Tirzs at rcha iatcial acages af
rextila prodeczicn :EE- flbraa, fabrics) are Larzer and
more capital iutausive wiCh higher atadomias of scals
chen these ac cha lata: gtages (a.pg. hosiery, drvapecias}.

gver che periad ‘1973<84, ahipments graw Irom 52,5 Eo 3§ .4
wiilian faveraga daaual rﬂw'h flarge {AAGR| cf 2,133, with
the GUP fin cunstant ig971 dnllars} in:reasing A% .an AAGR
af unlr 1%, while emplsvaent drappad by<~ﬁ BaL teilegclag
substant*al predyccivicy gruwth nf 2 5« PET YEgT

fvs. L. }K for all manufdcturdiag).

Afcar~-tax peofics on capltal amvloyed dutfag:tha L¥THs
were generally belaw the avaraga for all aaaufzcieriag.
dvar tha 1¥79-198L period, haowever, {hay sulpessad or
app:uxi:atnd the levelsy ‘for dll manafacturings Liks all
mapufaceuring, tha temtile sector suffered sobgrantisal
dacreases in'#rat_:s,duriqg Ehe 1987 trscedsian.

. el



a)

b)

37 RENGTHS AND. WEAXNESSES

-

Strictural

As che Lnduatr? has adopcad s:ate-ofvthE*ar' techrolagy
avalldble wotld wida, A€ has become fnéreagingly-capitale
iatansivﬂ and Wwith -cha.coreezpoading caduirewmancs: far

larger peongmias df scals, eponaplidacien and,
Testrudturing "hava dc:urred in dfpme gub-seactzdrs,.

particutarly tradicdons]l apinnicg aad waaving. Bavever,
despita the capinal foceadfty of cha -ndustry, theca
camaia fofe Sub-sacterd (2.3. noalary, drapari&a amd
curtaing} whara :echnolugicnl advanges bave not
p:ng:assed at the'same peEce. Waiges a3 a sha:a af
ahipneuts Epr the -fnduatty are about 13 zeccanc {131 [8-F 4

all naupfacturingj with a wide varia:ion rﬂuging ETom 103

for cargeacs o 24X 8ot cha dyafag and fintshiag

sub-sacker,

Fashion ghanges in clothiag have ceaulted In shifes
Eetweenlfabrtcs {a.g. wovan Vs k1itted £ibricy 33 well as

Erom dne fibre co anathexz}. Continuing developmencs’in

the £lpld of sonwavesn Eabrics hava crestad naw aad-usey
iot :axtilns suah' a3 gentextilea Af dew uarkn:ing
aaucapts aach as dlspdaabla -garzents.

‘Matufacrurers of apparal zeaxtlles are dlsa gaaking Co

diveraif? soco, hoasfderalshing and Laoduscrial produccs
which are lags axposed co Ampart namne:i:inn.

'Iucarnat'onal Trade ?élﬁtad FAGLOTE

,Canada,\like [ 1.9 - devgluped enuncriss, malatsing
:relatival? hlgh carlifs am caxtilas, Average Camadian

pexgils Eariffs inm 1937 {pase MYH) will be 32 comparcaed
co 9% for all manafacCuriog. ‘Canads has excluued
uexniles apd dlothing from cHe Cegeral System of
preterance (G3P}. MHoar develaped goustries did tha

JATa .
\

Eecause 9f tha capiczl Lutzusity 8f the textila iadua:r;,

idpdrts of moat cextiles curran:l? arizinate Eton
daveloped cogntries {pa::i:ularLy the T.3.40 3 and much
cand Eo :uuplamaut dogwselc productiod. The shard of
zextile Impafis egwarad by b{lataral Téstrainc
arranggnuu:s haa fallan to HE. Weverthel=ss, rherTe arg
a f2v sub-sepctorls which 3:111 dage subgtfantdi al fupert
cumpeti:‘nn from low=csst squrces primartily hecausa af
chuir highes Lahﬁur gasz conbent as esmpared Eo scher
sacroTd (worated Zabrica, cavcain acrylic ya£na ).

The ovarall laport shace of The fanmadian *extile mackear
has remalized io the 25- i13% tanga o¥ykr :ne ‘nerfad L37L-34.
?xpo:t‘share af nhipm&nts haa’an:eased ‘sonewhas 3iace
1972. eq 7 = 8%. Tt is sxpected that a lawvel of 102 could
be raanhdd withis cha aaxs cﬁrEe te fEve years wich che

curren: cu::ency advau:age aver :hu Tl Texcile ERpOTLE:
to tha: parket im 1984 sccountad. Far 33% of tha zatal, up

Fram 71I%. in vefl. Howedwer, dadada has “lost dubscencial
cex:ila Etpbrt galed [carseEs Lo Australia} 49 3 rasule
af a léaa in carlft pfe!erance anu a changa in the
sustralian cariEf stTuctara. “well, the new B.3.
caun:'y-af~arigin regulacisas uE gctive ac che znd aof

dacoder [%84 and aimed ac blackliag quoc3‘.ir:umvaut;nn by
"eountries undar rvescrzioe may alse raduce petantial .

axport salas.

LT i M
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In a coensulting 9tudy -commissionad by Cha Textile and
clothing Boscd oa prudu:tiau .costs in Canada and the
Tu5., Caala worCa cnlie;tﬂd far 14 :ax:tle producks Eor
g groups of firos: "besc” firos and "typical’ . iirws.

#ne best flrms arg thaaa which already utilize tha base
serfocaing ma:hinery avallabple, typical firms are those
Which usa average :a:hnulngx found {a firas’which are unt
1a the ferefrsnr of progresa, bat sfili asc oboanleta.

‘The tasulecs, which wara caleculatzd in Fanadian dolLars

besad oo an exchanga race of .Gamsdian §1. = 0.5. -#0.30,
show rthar praducticn gaaca are guumareally higher ia
¢anada chas in the U.5. For the “besc” Canadian firma,

‘and d&peudin; on cha prudun:, uals produccion coaf wag &

= 13i% higher than for the "hesc”™ U.5. firmg.

Eurthermnre, fa B our af Eha 10 products, the casc iz
“hegt? canadiau firms wee . pigzher thas £ha cosc -n
typical 1.8, Elfma. The disadvancaga in Ganadian ~costs

waa smalleEst forf éecton oradusts (Lld thHe 3 ~ 6% range |

‘petuaed cha ~beat” Eirmsj These veaules hovaver should

be treated wich cancfon 432 :hey refléat ouly one paint. la
rime and a certsin sxchange rata, Tariaciens fo exchaaga
tate would affacc che vaviays produccs fa differau: vars,
depegdiug o whethar row materizls are lopoetad or aoc.

A comparison of zost sgriaturas io chdac stady showed chat

doats gl direer wages aad ssclsl charges Acecognt far a

grea:er shere of total <odcs. 12 Canada than 1o the o.%,
and siném wages ln tae Cnnadiau Lnduscry mra ne: hlghar:
chen in cha T.5., che diffecance Lg due ko che degrea of
afftetsncy wich which labauzr iz, drilized and caflects tha
coostratatcs faced by EHae tagadlan faduscty of a much
smaller ‘markes, shoveer productinn Tuna i a large
varias€y of products. This velative .abaencs of
suc:ializa:ian and economiss of gcale .adlso lpad co
ganerally highar selliang amd admiuis:rative expenses in
Canada vs. the 0.35. ’u:therunra, raw matarials,
trapaporcacion 2ud cefdgtrucblion costs: ara higher in
Cagada. than in the Southern F.5. where the industry Ls
¢gacentracyd,

in 1934, lovercts from <He B.5. captured L4X of the |
appatau: Casddian Market ([ACHY, aod were.valoaed ac gvex
§1 billion (31% of ‘total ilapeztsd, ap 2#! from 1982
Camadian exporcs &g the U.§5. wees §283 3lllicn [54% af
total exporta), 4&lsa up 9% frow £982. ‘Thuas, Casada
lacirred .a =rade daficlit wizh the D.5. 4a Eaxtilaes of
alagac 3843 million, akchough a subscantial poczica ur
importca :uuplamaut domestie prodwnecioas

imporss from che U.5. were conesacridfad -ig man-mada |
f£ibres, yarns and fabrics which amounced ta §431 nillinn
{435 of :u;al imperese from F.3.5. C“ﬂ1d*1n axanr:s ‘o
the H.,3. wete alao’ tuncen,ra:ad i chRsa-sazad produchs
amnunﬁlug £a 3115 aiilion (44X of caral sxpozts £o che
B.5.).
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1echnalugtnal Factors

Srate—of=-chevart tschnoleogy 1a available wgoerld wide,

Whilse Canada Was nat plaved a voba ia ceshnalogy

develupmun: agd is not Lavolved in textila magiinary
gradu:'inn tha. domestis ladu¥iry has ¥epr pade with.
apker tddncTiss in taklag ddvincage of a:ailahla new
:echnul gins- In chis LiadugeTw, :&chnalngies can be
nxpenaiva [=Ha Latest faeilitise had Iargaimencs oI up ‘Lo
3300, GDD der job L[at che’ pruduction -1 yarus and. Eabrich
and uftan ceguira highar Ecnuumins of scale whizh are oarc
always cnnpa:inlﬂ wich domestis zdgvket requiraueuts‘rnr
greater rarieedas aund 3mallec quan:itiea. Accordingly,
it ia un: viaple ta p:cduca che wide TEREE af ya—ns and
fab:<cs teguived 1o Cadada.
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Waile cechonldgical avolucion &¥iil centidua, amo majn:r
brsskshrough {s ancfcipated 4o the naas future.

Qehef Factors

The geceser L3 very séngicivd Lo exchange vale chatges and
competiciveness and praftrabllity would daclins
gignificancly L1F the Canadian dellat mavea ¢loser to par
with cne U.5. dollarc.

‘The performacce of che Caxtile lndusktry depends co' a

large axtent en that &f the clechiog fddustry, which in
turn 12 influenced oy Zevernment pulicy (eapeclally
pordar m&asures} far chac indusbry.

3, -FEDERAL AKD PROVINCIAL PROGRAMS AND POLICLES

Io addicicn co relatively hizh cariff srotemécica, Lapdre
reatraliocs oo soma Cexcilas and similaT but more
axtenalva protecfian for {ts major cusceaar {elathiagl,

‘goveroment Eivanéial asgalstaoce to cha cexcilk Laduacey

{5 avallable thraugh Lha Canadian Iadugtrial Benewal
Joard (CIRS}. Sldce its iocapcion im 1931 to May L9885
$11E.1 =iliifon ip cootribucicons have heen comairced to
caxtile cunpaanlasg. Alse, apalstance Ca wnrkars in the
cextila, eloching and foorvedr Loduaceins co XHay 1945,
Was améyntad co $3%.4 million under GEILC ad Justment
geasucas far ‘workera from both ragular CEIG prngramﬂ
{pla:emau:, inatituniunaL and ioduscrial craining,
gokiilicy assistance, woerk- gharing; .#cc.} gnd spaciayl CE
pTpETads (Enhanﬂad training z2llewances, anhaccaed mohilltr
asaliscadce, -wage suhsidtes and. spe:ial jaa creaclan ino
speglfie. copmunicias). 45 wall, fotr che cexcile ani
elaching fndustrids §3l.4& milliun Sas bhasn paid undar
Labour Canada's Labuurdadjuatmen: 3eagflt Frogram
covering pre-ratireoent benefics.

EVOLVING ENVIRONMENT

If imparts, oatably claethisg, are allowsd tz caacinue
tacreasiag. substagrially fiscat chaa tha uarka:, getiricy
in apparal cextilaes, (408 of catal uutputj wLill be
algnificancly affaccad. Combisad with zoncinuaed
p:nductivib; iopro¥emencs, the Tesult will be-a markad
dasrease In cextile cnploymenc.

CUMPETITIVENESS 43SZ3SHENT

“The Canadian cezbile {fnduactry id compacicive 1o Che
damestic marksc, wich eurreat ta:i!' protection aad
fatpurabia wxchangs Tarvgs, Wis= i=vis fmpozts Iram tho
A.5. (the majer ¢ompe:i:arj and octher deaveiapad
countrias. [Iks Semsl=zivicy Co Shanges ia sdchanfa add
cariff ragea L& hign

Du# cg the Isgreasing ‘capical iptensizy af produncicon,
che iaduscry is gaaevally canpecitive with law—cosc
Eguptries, axcept iz = few Labour-incensive sub-s@cCors.
Howevar, =o the Ex.ent that ‘a sunatann;aL pariisn of LGS
suCput is des:ined for the claching _ndus:rr wnich L's nac
ceapecitivae ui:h ioy-cgdr sourges god telies an bdocdar
omasureg, tha craxvile ftadugrey 15 ipfiunenced =ipdiraccly~—
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ABPPROVED 3Y:
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1

by :hase maaSUIes. This sitpatiad {5 <om@an o all
davalupad coun:ries Wwhich hava uaga:ia:ad bila_eca‘
quancitacive regtralots oa impor:s nE :lnthing zod
cextilas from 10““&03& couotrles undet che Hulet~fibre
Atrangezsnt (ﬁFi}

I
“he tzchuulogr used {p The a¢st madegn Eanadian plangs 1s
an mar with tha: wsai in acher ‘davalipad ceountries, aod
the indusury das rncruaaingly ‘adwprcaed the lacesgt
available technoLngy- Howsyer thiz poaea a dilammga in
thwt the migge gdvanced ‘cechoolosy difedeas JaCY¥ Lang Tuns
of 'a Limlited wvariety af produccs Zor production to be
ecuuomi:al wvhile cuscooprsy {parthularly :he apparel
'nqus.ty and ultim&tely cha =ansumnr} damand & lazge
vaniazy in gmall quam:i:i&s.. The small size of the
Canadian market thus  grévents afficiaut praduc:inn of a
wida warliecy of producés.

- Dagpice the high degree of c¢oncencracton In fabrlic

waavLag, yatu spiuuing and .mea-@sida fibres, 4 mymber of
«aub-sectcrs faiz. kniczad fabrics, hoslery) rematn Highly
:ragman;&d.

Continulny :echnclugical advaneas . a:e axpecced cp iead £a
fu:thar ratignalizativo saod ‘consolidatidn {in &tma
1udustry, ag gmsLl warglnal’ aod’ ineffiafenc producers
will Likely be eLthe: forged ‘aut, or fercéd to maTge sa
thiat chay can tehdch the ainizum ecuuumin size of
Duet;tion required co Juscify chig cuatlj :ecan ARY .

zyem/ T
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TEXTILE SELTOR $.1.C. - 181 to 189, 231, 239, 3393 .
1. princtpal Syatistics o1 1980 1981 1582 1383(el 1384(s)
Establ ishments o185 1,000 1,095  E,130 L1810
Empd oymignt , 91,741  BQ,706 79,529 69,713 74,400 75,100
Shipments (5 million] 2,625 5,175 5,884 5,203 - B,105 6,439
Exports {5 miYifen) 157 424 474 %31 429 522
Demestis Sniprents 2,468 4,751 5,410 1,772 5,676 5,917
(% wiilfon], ' . v A
Imparts (5 mi114an} . 'B&h v 643 1,368 1,546 1,928 2,221
Canadfan Market. (& -m1tian) 3,334 6,394 1,278 &,218 7,604 9,133
Eaports -3 of shipments 1 I 5.2 B.1 8.3 R 8.0
Imaarts « % of damestic 6.0 5.7 258.7 4.5 25,4 7.8
Market ‘
2, Reglonal @iszribycions1%82 Quebec Antarip Jther
Eitanlishments - 3 of totdl 40 42 18
Empleyment - % of total 49 43 g
Shipments - % of total 43 . 4s &
‘2a. Foreign Trade (§) - E.£.C, ‘Yther Jeavaloped Lan-Gast
tmgorts - % of total 1981 59 14 3 139
1382 51 15 | 20
1983 55 15 8 22
- 1984 k! 2 - 7 04
Exports « % of total 1981 .3z .18 - i8 1z
1982 40 .15 16 2o
1883 L 12 ¢ 14
1934, 54 I k) .1

4, Majar Firms.-

KAME OWNERSHIP PLANT: LOCATIONS
l.- Dotinfon Taxtile Lnc. Canadfan [MNC} Yarious Quebec and Ontario
2. Dupont Canadz Inc. U5, Kingston, Ont., Karth Say, Ont.
3. falanese Canada Inc. 4.5. Oparmondville, Oue.,
, Hii1haven, Ont.
t, Pooriess Garpet ) F.i./Canadian Agtonvale, Qiebec

{4, Tederal and Proviacial Governmant. Pragrams

PROGAZM TIPE . AMOUNT PURPOSE -
¢ 1.R.B. Financtal : 5108 milion Restructuring
Impart festrafnis Aequlatory - Adiustment

[e) Estimites

Texdfles, Clothing and Footwear Jirectorate
QfTige of Tndistrial Adjusiment
April 23, 1935



COMPETTTIVEWESS PROFILZ.

CLOTHING 32CTOR

STRUCTURE 4ND PERFORMANCE
a3 SETusture:

The clochiag induatry ia Candda conafscs of firms chat make apparal
for consumars ag wall a3 1ndust:ial and 1nst*tutiona1 ugers. Jis =4 jot | sub-
s8cCora are: men's wear, women'a auar, childzen's wear, fur gueda, foundation
garmanta, other kaigring mi-la {9weacars, T-shires, undarwear, gloves) apd.
aiscallanecus clachiog.

Whila che sweater, T-ﬂhir' and underwvear sub-zectors are 5&neral*y
ver:i:all? Lntegratad knicting garmen:s from ¥arme, RAEE: gub—sgCtors pyrchass
fahric from ypetream aills and cue, sew and Sinish zamencs:  The <loching
industry, thevefara, id AR ipporganc customar of che Canadian rextile Ladusicy
aed. u:ilizas .abduc 40 percen: of ics cutut. Iz a. few cageg thefs arp c..'L.:-ﬂ

. foreard 11nkagaﬂ where garmant nunufanturars are.alse actively iavélvad 1

recalling.

The: ipduacry comprises Iy 168 =stahlish=£utﬂ 4t which ahuun 500 are
comnfTactors {therd are 4 pumbar of addltiosal cootraccers’snd homa warkocs ‘oot
toportad by Statistias Cageda}. Overall, the induscry empluya .99, 300 waTkars
and -its shipmants were uneaTly 5&4.8 hillinn iz 1984, The 94 laqgﬁs; ’
ascablistmeancs (200 snd-gare employees) coployed 29,300 (30 percent of cocal
explayment) .

Oumerabkip 18 predominsacly Cauadian wirh 338 fureign—aunad companles
(0.2 parceat of fotal 2irms}. Haunver faraigu-owned fieng tend to be largﬂr
chat" che “average dad a::nun: Sdr 44 eatimn:nd 10" percent of :atal industry
‘ahipménts, Theas fi:ma tend Co ba-concencraced in, aod o 4008 Tases,

-~dom1uate, jeans, men's and soys! shirts, foundarion garman:s ‘aad ahe worlk glavesz

sub—-gectora.

Fabric impucs accouar, foo 33-4] percenc of the' clothicg’ indus:ty a
‘walym of shipueata. agd tougnly 30 percent of the Canadisn ihduacrzy’'s fgbric
ugage ia impoctod.

Tha Leduaccy's lq:atinu;»mostly in Quebec and gmearie {31 perewnc of
~es:nbliahments and 87 percent’af empluymnn:} ts prima#ily in large erhan csarres
‘Guah ‘a8 Montraal and Torooga. Geogtaphic comcentracion, is a-phemaoenca vf zhe
clothing indoscsy world wide and zannia:tuxing teads Eo-be closs co dxjor
aarikeca. gid co poala of gemi=skillad Labours

b] Parformance

Eeal domescie apeduct ‘of the cloching fodusery cose by 20 peceent
bacwsen 1371 and 1981. Tho recent zecesalon, howevey, resulied Ilop g decline .of
i3.5 peecent in -resl domeatlc praducc in 1982, Ia Cﬂnpﬂriﬂﬂﬁ raal damdncic
peoduct For overall manufacruriag was off Ll.é. percenc in 1982 while secors
suck a9 furniture and fixrurea {21.% perceat), unn-me:alliu niperal products
(19.1 pereenc) =nd grimary“ma;als’tl& pecesar) declined considersbly,

in the. menn:_mn, song [mprovemenc {n tha sloching fodusery's pasition
has securrad with RDP advancing fo (983 by Ld.4. -percent and by a furthar %
percent la 1984, In this eyeiieal pdttern che alothing Lodusery's RDE surrémzly
rtands - 2t gr nesr-its [980 laval. Over che past dacada 13,2 whala; the pactarm
of ‘gToweth variod, causineranly buc averagad. Leag tham .1 por:ent pet danem. o
the-period betwamd i97% and 1373 che average anmual gruuth rara was ‘L.l percent,
but botwesn 1378 asd 1984 0P actudlly lncreasad at an average annual vace. af
Q.2 percent..

dver the péried L373-84 employmest In the clpching irduszty daclined
by 19,130 workers.. This lasga of 1 perzent of che indysery! s appléymontc sppears
to-be, 1o part, che redult of ‘aumé lmprovemant in araduetivicy apd, wa suspecc,
‘the crend of somCracTors Lo make Zreater ude of home workers.

e 4



~ Tha clothing iddudtry hag Zeonerdlly Saiocifned ‘Lks profit positiom,
eparaciog ;as;sfaaﬂ'inng tern dabt/equicy position aver thé paﬂE tem- yearg. The
long tarm dabe Eo aquizy racic in clothing hss remalned Telatively high Lo viaw
af ‘4fs Loger fixed asaseca aad raliduce on cradic. The Industry's reletively
.amall share of cotal manufacturimg capital expendituies refiects tha labour
tagaasicy of prodaction. anneal {investmdvt levels in glochirg peaked fa, the
early 19705, tenained esgentially mmchanged chfoughouc cha 1370a aod during the
regent .cecession fell o histaric lows. Aftar cax profic om sapical amployved by
the ¢lothiog iodustry has, howsrsr, remstned higher chan chac of all
manufacturing. ' ‘: '

-THDUSTRY STEERGIHS AND WEARNESSES
a) 3erucktural ‘

. The C%nadianfclqthins‘indust:? iz higily fragwented wich 74 percanc of
all estahlishoencs smpleyiog lase than i0 employesd. This low 'degree of
conzenteatica ia oot anlike the indyscry scroccure in othir developed countries
such as the Toltad $tates wheps. 7O percent of all gstabliahments hawe 50
employess or less. 4 majer Eactor in fragmemfacisa of produccion is the sagaof
antry, teleted o aaa &€ traditional technology and low capltal costy. R

Juportunifies For significanc sconcmies of sidle ta rie clochilng
tadustry are limited pximarily by High lakouw incemaify of preduccion L24
paccent versga i3 percdnt for all magufacturiag) and ‘axacerbated By tha lagk of
standardizition’ fn appafdl productibm. Mavertholeas, ‘the -amall scals of many’
firza, particulsrly chose in women's wmar,. allews for Flewibilfry In wsaeividg
cugtomer tesda iwherd styla and dalivery afe lmpertsnt in a markec where changes
ccéur rapidly. ' ‘ ‘

pineorieally; liccle oc ng change id sEmucture has Eaken placo ia che
industTy as a whole. Siscs 1973 the aumhar of zanufaccuring astahliskmants has
declined zarginally (by 42 co 2,235 im 1982) and the lerge oumbef of
agtablishments wich fewar than 100 ecployass: {33 percent pf all establighmants}
s£ill account.foe. a substantial volusa of shipmemes (52 parcent}. Smail
£ams 1 p—owmerd Ei?ﬂélﬁuntinue to make op the vast majority of establishmencs.in
cha fndustry. | -

Thé {nduscry's regiomal comceacratlon, peimarily inm large weban
cencTes such as Monrreal ipd Teromeo, hag cradicicaally’iliowed it teady accesd
to pools af bew and seci<gkilled labeur. sfgiciengiéqvin':;:ga:iugﬂdcnés:i:ally
produced-apparel are alge realized Irom tha ‘Taseentration o spparel produstion
ih Fhese urbsn ATeas wherd wasc fecall tuiying sccurs.

5) Incersaciomal frade falarsd Fadzors

Canada, 4# with most developad “ougcries dmistains high cardiffs (23
percant fot clatitag verahs 3 pevcemc for il masnfacturing) in addition ta
quanciktazive restzaines ‘cavaring avar 30 percenc. af apparzl imparcd. Lanada’s
9ilareral TestfaiaC arrTanZAments {eurranrly with 21 low-cost and sidps=crading
countries) havé besn négotiatad withis che Multd-Fibra Arrangement which
‘sravidasa che irternacional framavorik for Tegulating Crade In textilas add
claching.

. ~ﬂmarﬁIl, the clokthing indusery enjays mars sercalnty chen many oched
{nduseriea ino éesard co impert sompatitiom In':hat>1mﬁurt$ have been conctolled
tp some degresisince che i9603, However, withia Ehis sydcem thevs have Deen cwd
sajor pericds of wncertaimty baceuse of unforeseen developdents {m Tha clothing
markat (1976 aod 1982-34) primarily reldced to faghion - guicgs whan importa
{nereaged substantiaily.




Tha tr&ad In. ln:ﬂrnntiaual trade in apparal produets hds besn far
Lowecnat 2ouncriaa to-ivéreass cheir sehara of world sxporss (2rem .10 perzant in
1355 eo &8 parceae iu 19823, Lowy-cost apd grace—cradiog countries have put
cnnaiderable emphasis .o dEvalaping cln:hing induatriea primarily gaarad -]
axpo:ting. With comparativa labuur wodt advantgges, (a g far cla:ﬁing §1.30
hourly wege Lia Hong Xang versus 57,20 in Canada), thesa counttied have puz
increasing cnnpec1¢+ve pressuld o ctha dedmscic laduatries af davelﬁged
counctiog. Wewly Lndusﬁriullzed councrias {NICs) duch ds Houg Keng have alsa.
upigTeded théir produers aad are oow campating with mediim ca higher priced
merchandian prudu:ed by dewaloped countrias,

While atpafcs aegount for seme & percent of ovarall Cansdian
shipuents, export sppertunitles. are concentrsted la Fur apparel and ocubdTweas
whidh. account for 49 pﬁrcent apmd 21 gar:ent, respac:ively, of totdl taduscry
axuar:a. Ep- Cher azae of Eura, exports gecount  for 42 percent af chis faduatey

- sub—gector’s producticn god Ln the oucervear tub-sectov dhout: 320 paTaent. = The

taiced $cacan is Capsda's primiry expaft market accoyntfing. far zace than B2 -
percant of all sloching exports. Tha omementariod elause of the 0. §. cariff
whith applizs higher dutles -(as goch s 2.5 parcant) tn-apparel wizh
nag~frnetiotal characteristica auch as epaulacs ia a najor barriar ts incrdased
noo=fur apparel expofts. Mera atringenc applicatinn 8f countTy of origin
ragulatiunn on caxtiles ‘and elokhdag encering the Tnired jtates 13 & raasnc
wadaaure which could have 2o fwpact 4w Cansdiasn apparsl manufactufers who expart
co the T.5.4. uellizing iloported yarms gnd fabfics. Ofher. intarna:innal
activitias smch sa Cha anti-erapping and apci-for cacpoign In cha EEC have
eontribured co 4 gubacancial de¢iine in-Caneda's fur apparal axportd te chac
marker. HBgwaver, incroasing advadkages 1a carmms -9f coars ioproved qualicy and
styliag of produdca as well as.a-oove: favourzble Exnhanga 'atﬂ have generally
benafited Capadian sxporrers.as svidemesd by'2 rise ia fur apparel axports Lo
tha U.S. from 334 mdfiliom co 5107 nillisn over cha parisd 198184,

Thn'?nténtisl 2ot trade liberalizagion foitiarives wich che Uni:ad
‘Stakeg has racescly besn exemined 1a the-soocoext of a ssctaral aporoach ro Prae
trade. {in rextiles and clothing. The main Eindings of a Textile apd Clozhing
‘Board atudy were rhat! struccural chécacreristics of industries in hath ’
countries aee gimilar, Caoadlan EEItilE and. cloching industries are genefally 4t
a ummpuni:ivg diaadvan:aga ca their T.3. -Sounterparts, eliminacion of customs
‘dutims on' fabrlca and cchar Suppliﬂs would 3ot have a draoacic ilmpees on *he
conpeticiveness of Canadlsn elochipg afoducses snd shere is'e greatsr need ia
Canada than ia :hn 1. s. Par a pericd of adjustmenc o a fres trade anvirqmment.

Canada's campati:ive prospects ac che lodividial aloching produac
lavsl wers highlighted Es ‘some degree in.che-Tepert. [f-was indicaced thac
Canadian producers are ac a marked disadvantaga in che minufaeture of
dcapdardizad p:ndunts -gueh 39 jeans, sparc shirts, c-shicss and oyjamzs buc im
COnCrAsT hawe a a3light advantage in produces with motra of a- rasuiun COnLERE ‘such

As ladias' sweatérs, bluuaes and Arsagea, sportswear and ‘menta suiCs S A

rl

! ENEMPT '
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L 5’ ay,

~Thé claching .sub—sectors vhere Canada is indicated by the Board as )
maving: a slighe: advan:agn account for che bulk of averill Lndus:ry Sﬂipmﬂﬂtanﬂd 
sinew chege are Eaahicm sroducts, thare are fndlcatisns chac chey have gaed
arospects for aoedium tefm aatker gruwth. As many ni theése produccs.would be
tagarded aa nrnsmanced ynder che U.5. appatel rariff and, sonseguencly atcracs
mieh higher dutias, it is likely that Canada's :umpetitive advaacage codid fe
even mgra preponderant. This widé 1s -alge rainforzed by che ducy ‘fram a@ETy. of
riir maceridls . upder such 4 3cheze sesring in mind thar Casadizn asnubacrurers aE
fashion. appazel rely £o & considarable extent on fzporred yawhs and Fabrica.

=
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¢) Techmological 7adtors

) NEH‘FB?hﬂGlQE? tacorporating - sratewnof-tha-art domputer-asalsted
equipment has . besn imcroducgd in the edriy peoducticn scages, but gdulng
coptinges ‘to ba labour ifaceasiva. Canadlan use of such tochnology compares
favourably with #hat to .place in other developed countriag. '

The aphliq&tiﬂn»cf new technologies (=.z. Canfcad, cobokdcs, .

micre alectronies, lasers) to the clothing iddustry affers the poteneial c2

. transform chat' iaduatry into’a aapical incepsive ona whare daveloped: zountries
can offsac the lpw wage -advancaga sajoyed by lee=coar -countiles agd recapturs
their merkeca), as B vesylE, ambicioua, Large—scala R OET programs aimed ok
applying aew technologles o che-clothing Lodustey have bsen lauached in tha
pagt saupla of years by pavaral deéveloped copagrins with large budgets ang =ich
atrotig support by cheir’ governments. o "

In {982, Japan inirfated a aine—year R & D projeet withra budges of
goma U.5. 560 2illicn simed ag devaloping 4 fully avtomafed desting SFatem. AC
about the same: cime, the U.5.A. =mbarked on am & & D project wich che Initisl
goal -of podutlag an auitomated machiae: capable of mewing a man's coat gleave;
e of the most complex:yewiag operatiane, That ressatch ia spougored by a
group of agparel, cekrcilas ind flbrea mamufaéturars, Ygbour and cha U.5.
Department of Commarce; The budgec grav- szeadily Evom U.5+ 5400,000 in 1982 o
reach §7.mi1lipn for 1985/86, with half of the. funds coming f£rom: the 0.5,
govermment. Tha results wera-vepertud co 54 very encouragiog and 3 procofype
gewing systen {Lnvolving moving:sawing zachines that ara automaticelly direcced
by camaras and dempecers) was davaloped and tsstad in a factory. Tha rasearch
hag ‘glnce basn expdnded to covar ocher aewing operaticns. and to reduyce. the cosc
of the prococype systen. This revdlutlomary gewing sysrem s éxpected Lo Teach
the market in ché ookt three yeaTa. ‘

) In Zarape, & & D work 1s cartied gor ac two levald: the JEC lgvel and
‘the natigoat lavel. The ZEC's R &-D projedt hds a budget of 515 aillton over
four.years and sSsekS TO eUCOULAZE CIOSI-SECTOT, arogs=-sorier. reasarch by
providiog up to |30 peréant of che soaft of approved Taséarch prajects [f.e. the
“atal ost A1l .excand 370 miilion). Ac the Datidnsl level, Brence, Cerdany,
the .X., Italy|and Sweden sfe vigoutously undertaking X & U im this Eizld with
qubstanéial suppert fram goversments {ezcept Ltaly]. Atra third Level, Swedan,
Frages and the [j.K. are currently negoeciacing an agfesment to paréinigace In &
aaw jolnt & & D?p:ﬁg;au*

Na R é'u 1. gerformsd ia Casads Ay the prafaoe’ sice in chiz field.

doe major challeuge of the push’ for automacisn iz this ihdmacri ia the
naed Far great slawibilicy (<6 satisfy fashion/gryle Tequizements) o persit
apowomic aToduction of shert. Tuas af a4 wide variacy of garzents. Aaother -key
ihallenge is- to brimg.down che cost of the ae¥ techdology: to iithtn Fioaneizl
resch of tha Eypically ‘amall elothing firma.

FEDMERAL . AND 2ROVTNCIAL POLICIES

: Ggye;ﬁmen; megsuras apd peliciss as they impact ot the cldeling.
indﬁstrf'inéluda'rala:iﬁE1Y'ﬁigh cariffa, impoTt quotas as well aa CIRB!s seccer
f4rm agd a lahour adjuaczeat asslscance. prograds

\
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“In tgs 1981 Textile dnd Cloching °u11ay which was éssentially a
contiouatién of tha adjustoent enphaais af the 19?0 Policy; cha gavettueat
acught o raduce reLia:ne on apecial meigures of prn:ee:ion through eoatinued
facionalization aad :eatrucburing af che induat'y. Slace Lﬂﬂl ufidar Eha. Sectoe
Firos. Program ‘ddminilazerad by CIRE, 2. total af 371 ] {Hay 31, 1985} million in
finanéial commdiczents has baen made to clothing firmz co impraqe thalr
compaticivenesd of which $1%.l milllan have haen disgbursed to date. In
addition; sowe $39.6 million in asaistance ca cextila, cluthing and {aotwWear
workers have. been oade under tha CZIC adjostoeat messures far workars Scaa bech
regular LEIC programa. (placement, ins:i:utinnal and- Lnduﬂtrial Lraining,
wwbilicy aseiscance, gork-sharini; ete.) and speclal CEIC programs Eannauced
tralniag, allowdnces, enhioced mopilicy agalsdbance, wage subsidias and spec*aL
jub creation iz spe:.fic cummuninias} Agother 53l.4 mililon of asalscance haa
basn made upder Lahnur Canada's Labaur Adjuatmzut Eanafi: Program covering
pre-ratiremgnt penefies For cextile and cluching YOTkars.

" EVOLVING. ENVIRWMENT

. Far the naxt Few yeara, modest adfiugl average growch of cha apparent
fanadian markac of somd 'l percent ‘i3 projected. Although che race of imporm
grauth -appaars to be zlowlog. from the extpremes of the lasc gouple of years,
toncituation of present tremds i3 cunJuncninn wich anticipatad galus
prqduc:ivity gre. projectad £o cul- employmant iz the elathiog indus:ry alonst in
half over the next Cea - yeacs.

Wich the lapaing af. Cauada's bilateral a:raugeueuts AC Lho ond of
1936, thare 13 a need to ra—&:nnine the futurd cele §f border madsuces. .This is
haing done 1n the' concext of the 1mpend1ug renegotiatipn of the MFA -gnd 4 kay.
faaua ia whecher Canada” should continua co adkare to any caqisen W In
particular 8 revizéd MFA should taks iaco accqunc Canada's: position «in. warld
trade: a5 an impovear wich a. small domesti: markat and daclude varidus
lostrumeniy. to redude shurt*:arm Eluctuatinns in inpo::s-

CDM?EITTI?EHESS‘aEEHSSHEﬂT

The . labour fntenaity of clothing prudu::iou. coupled wich zuch highee
labour cosGs in Camada and ucher developed. cnunnries relative Co low=-cost
zouniries {the oajer compecitors}, ledad mo che iuability af all developed
cuun:rias te eempate in their demeaiic markecs wich low—coal izperts {exemne la
high fashion epparal) chiig uecesalnating quantitativa ‘&s;raints>uu chass
‘foperts which-gre acgeciated-dilacerally under che. Hul:i:ihre Arranpemesnt
{MFA).

The Canadian Anduszry is. nnmpa:i:ive fn rha domestle msrkat with
1mpnrts Erom devaloped fouairiea (Which 1n 1984 rapresen:ad aome I1% of che
valua of all ;upn:tsj wikh gurredt rariff and ewchange races- Iodadczy's
aanﬂl:i?i:y co thess rated 15 modazate. -Cartsin pradedts \fur Bod custerwesT)
are ‘alea :nmpati:‘v& in tha 9:3. market (amd ce a legsar exCent lg ZuTope);

althpugh Canada's oilateral rosaczaint agreawescs.generally allow [ag
annual growch-gf impercs By spme X ia conformiLy. #ith- cha ‘WFa, chis has largely
‘nat macerialized Lin.a aystema:;c mianer gver the pas: década, Rachaz, chers
‘have been larga Sluoctiatioms fn low-tost impartd sreated by usder "Siiling :Hu
quoca-io a ZLwen yesr, EnlAnwtd uy orsefpitous incredse- che’ Eollauing Faar
{which ia axacetrbated by the Flexibil.c? pravisidua- of -the MFA). These large
fluctuations causs SeTioNS prublamﬁ for the Casadian icdusery gmd lesd .co sifeag’
presgure od Gﬂvernnnn: k¢ thka dras:.: actiun, sugh ag che loapoalcion of a
=labal guota under GATT Arzicls MIX..
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ExemdT ,,{; {)

The. appli:a:iun of new tachoologias (a.g. CADSCAM, rohocics and

micrualectrunics} - Toe clothing Loduacry offars che pqteu:ial £n change =his-

iuduatr? loto a highly ‘automated, capi:al focendive coe In which develaped
copatzles could tégain. internacional :ampa:‘:ivenaua. Thiy 1& che auhjecr of
largn B&D prugramx landshed i che pase sliree years by che leading devalugad
aountries with strung suppnrt Erom Gowvernmengs. This raseazch 13 aiméd ac

achidving :lexible au:umatiun which tandets che. ptuduntinn of small quanti:ias .

bf 2 'large’ ?ariet? Segnomieal.

APPROVED BY: £ e § mat-
plgaccor Genersl
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FACT SUZET
¢ CLUTAING
‘. fripclsil §taciseles 1973 196D 1981 1982 1983¢2)  152fa)
Zscablishaéncs 2,277 - Z,@e 2,259 2.13% 2,288 1,248
Employmant ' 112,030 107,829 107,348 101,131 106,400 59,300
Shipmencs (3 mikllon} X,064.9  A,276.6 4,323.3 43708 & .507.Q “,798,3
Zxports (§ millilan} : L15.1 30,2 163.7 | 2419 21946 289.t
Doméstic Shipmsacs U948, &,088.4  4,529.6° %,128.9 &,287.¢ 4,509 .4
(5 atllion} _ v .
Iaports (3 atllion) R b ¥ 20 171.3 LECTT 985.0  1,195.59 Li&LE.4
Canadian Market [§ mdllian) 3;27L-8  4,823.0 $§,214.0 §,114.1 5,483.3 &,120.8
Expazta - 5 of shipments 3.6 5.4 5.8 G5 4.9 8.0
foports = % 3 Domeatie 142 16.1. L3.3 19.3 l.g 8.3
sMarket
Y. Regiongl Di{scribucion (19837
) . Quebee Dofaric Haniteba Others
Zacablishmencas = 3 of eotal 68" 22 &, 3
Employneng = I ol cotal i9 iB ? 6
Shipoents - K of foral 6l 26 & T
2a. foraign Trade (§) a5 Z.E.C. athart. Davelopad Low st
zporta = % 0f teial 1981 L4 b 3 Ta
‘ 1981 13 9. 1 75
1983 LD 10 ‘3 3?
15384 3 5 ) Ty
Txperts = % of total 1981 by 23 22 g
T o982 57 17 14 o
. 1983 73 1t 11 5
T L9B4 Az ] g &
I, ‘Hajlsr Flrms
qaME ‘WNERSELZ LOCATION OF MATOR PLANIE
L. Tam Fay Iarernaticnal Canadian(iNC} Yinnipeg
2. Dales Lae. Ginadian Mpacteal
3. Cliesc Teabody, Catmds Ine. Ameriean Xitchenar, Sherbrocke
5, Cadadian Lady Cansdelle sgerican Mancreal, Guedec CLLY
5. Greac Sortherm Apparel ine. Amezlsan Hamiltom, Cormueall
#.  Alge Induseries Lad. Ganadian Moatreal

“. Fedatai and 7roviocial Covernment ProgTdos

T PROSTAM ¥PE
" Federaz

G-i:3-8.

L= Tdaccy a2 romoeion. Quabag

2a i3 Hoda

Le.Jentze de Produccivitd Quehes

(e} Esﬁiuaées
. Flnthiéa”tn:ludes‘SICé 1392, I43%,
** Secter spaciiics anly

z1faz, Zlaghing =% Ao i
ce -3f laduses! " Alles T

i
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fige yaara atercing:
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COMPETITEVENESS PROFLLE
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¥ame of Seqbor! FOOTWEAR

STROICTCRE AMD PERFORMANGE

- The Canadiaa Eootwaar industty cavars all aon~ruwbhaE

Epotuéar fmaludlig thode made of casvis and plaacgic. Ita
majur prodiiecs arve women's shoes, women's high boots and
mex's shoss. Ia 1984, domescie shipmEnta ware an
eabimdred §727 million aXporTEs 554 millfen and impatcs
3450 gillion.

# The ilpoduscry comprizes 137 ea:ahlishments losacad

primarily fa Qncario (43%) 2und gQuebec {4513, TIhe majer
Fdotdant p:qduning cemtrag Lo Canads arm Quebec CL Tty and
gurfoundiog graa, Huntreal Teraonkta, -and che
Zirchaner/Canbkridge svea. The i{ndastry ie fragmeatad;
wich only 13 astablistwanes (3%} eoploving 200 or mers
pardans, amd 76 sstabliohméors [4FL) employing 50 of
lesa. Tile si.ze digtributlen {m gamerally eoaparabls co
ocher JECD nauntriaa. the large=t four acd largest mighc
fitms acesuat far aome 22X apd 36X, raspec;ivaly, al
cagdl shipmen:s. In tarms of uwerall manufeccuring, tho
fascuear Lndua:ry’f&prasants Lesg than. 1% af production
and empLa?unut.A

= It i3 gstimatcad tkak 952 of firms are ¢itadian owned and

:hesu accaun: for apurnximataly A8% of amploymenk.
AYerage huurly sarniaga in rag2 wegre 3. 21 lower ‘in Eanada
than 1n the 1.5,

Facfocjancea

- Over the parisd-1%73=84, emplogtenc Eell by 2268 (3I) co
tageh 16,000 i che latker yeavr. 4lthough the volume of
pruduetiou droppad LOX wvar chat pariad, G602 (iz couwsczant
L5971 doflara) inereaaed by 22%. Tpporcs grew verd capidly
(nora than quadrupled} and thelr shaTa 6f the ACM in 1954
-imeraasad to almost ]9: by walue {Ireom 15% in 19?3] and
in. vglume cCarme ¥a: 57 (frum +IZ ia 1971).

~+ The selativaely siabla aoployment wmatfacalaed, duriag a
paziod of Falliag producciod volume cam be explaioed by
cha restructuring aof che lpdustrsy whilch hag baen omgolng
aioee 1374, Canadisn firwa have bheen gradually upszrading
chunic pradgec linas by ceaaing ta producs aon=lpacher
sandala and jogzlzg Cype fodcwedr which dudpece direccly
‘with low—coat LOpsSTts, aad’ cuncentra:ins ga *the
manufacture of more fashipnaple and higher quali.y
leather fastwaiT, whiah iequiraa gore labour [apuc per
pair Yuc -lesa labeur ak q merceatage af che Eecal walua
af the prodmez.

=~ afcer cax prefics om capital tmplayed in cha lodustr¥

I

iy

4era legs thdin the all manufadcuring sverage from L9764 ia
L377. Howevar] this situation. was raversad from 1%7F co
1282, ‘che laces:z perfod Zor which daca ard availgaola.

STIEﬂG?ESVAHﬁ HEQRHESEE%

Structuaral

¥ith the reseryeturing cthaz has taken place, the Caradian
industTy .19 campetitiva L2 cha domescid margac with
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Ltaperts [rowm ofhee developed countrias, but Is at a
disadvazkage whan cﬂmpetiug with fapercs from Gragil {a
@ajer w6rld iuppliar of leather foatwear). This 13 dua
ta the 1gt:a: g low wagza rabes, govarnmentc SLPOTT,
aubaidies apd’ restrictinna impagad an *hn axpoTt uE
hides.

‘Medinm Ea lirgac Cavadian E9oktwear eatablishments ara
goterally aimilar i scale te thelr counCerparga Lfa ashar

councrias, although -some larger firms iu devalopad
nnun:riag az wall za- in the “Far Zast genarally omarate a

Zrmacar gumbaer of e&:ahlinhaents, aach gpeeializiag in, .
=tala:iwaly smill nusbiar of praoduct linés,. Smaller
Gawadian Pirms are geuarally stfustufad Co <opete oaly

ia che dpme&ti: market “in which chzy Tely on Low
'uverhﬂadg, qiick raspﬁﬁsu cimes and dependence an'glienc
marketiug arpercissa.

Canadian producticn (aleng with chatf of ochar devalapad
:nun::iusy ta heavily cooceneracad ina Laa:har faocwear,
reduczicg the Alsddvantage-of higher wagaa in Canada
velagive r£p daveloplug sounbvies which opeeialize Lo

pan-laacher Enutwaar.

Internacional Trade Ralated Factors

Globak fuatuuar gquotzs 1g- Canada have besn in place. siace

1977 for .nur-yaar periodas igeliuding aztspsicas. The

4urrunt ﬂuata is due to expire Lo Hovembdr 1933,

"Capadian zariffa on wmedt lapoerta. of EdoEwear are

curtencly 23.4% (MFN} declintag zo 22.5% &y
Janus®y %, 1%87. This cosmpaces with an § = LOX cariff
rate by iche U.5- oo @eat Sf les Leporca: Hawsvet, che

#.3, &lso has a Pew tarvdff items wheTe peodudt

dna:riptiuns aguld repult ta tha pnsaible éleggadifigatinn
af iapurts to muak higher tazlff rates [2.g- 37.3% for

maouboots {a cartaln kind of wincer bonts) deanad Ea huve
a,En:ing-li;a bdad, up from 5Z].

,Law-zuac cpuattimsd such ag Taiwan 'and South Zorvas

apacialize 1d maes produced, lnexpenzive fegtwaar, maialy
nnn-laathgr, Eor thn uworld =arckac,. Thida ﬂGUUutiBﬂl
yrnducing f¥atwear im high volamsd, achiava ecancmies aof
scile umazcalpmable in Cacada and dgeipss wh‘:h The
dnnasti: ‘todusEry La genarally 1-33 :ﬂmvetiti?a with itag
higher FARE SETUCLLUTrA. Souch ¥Yorea 1s alsge euerging ag

1 wmador werld exparrec 3£ lsather ifndcwedr.

Thins low=coet impart problem, which is azpatiencsd =o
varying |[degTaes by stier iodustrialired. eauneries, L3
heing. gxacacbated by the ahifn in che matkat froz l&a:ﬁe:
to thoapet céa-leather EodCwéar.. This shitt 2o Lz33
expadnilve matarial {a effectc ampli‘ies ‘the prupnr ign of

Labour 'cost. in tha prige of a nhqe ‘and thus inerhasas che.

cnupa:ativa advan:age of lowet uagea aujuyed by low=cobE
countsies .

Dameaatclie aroducticn 15 goef<entrated io- aediua Eo
high-priced: leather Tpotwear wnere digect - zdmpetition
from low—cosc countriss (wich the amcepctifon’ 9f Bfazil)}
dbed oot copscicuta .a direce Ehreac aw tha . ‘preddnt tiza.
9owover, Lbhisz zarksac segoent La gstimatad Eo ‘acegunt Eat
a5 more thaa hali the fanadiin a¢rkar and, further, nan
hean declining and will prabably coucious £o do sa £n the
Ecraseeabla Eu:ure.
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*hua. domestie producers ace édzught i{n-a dilamnu* an €

4na hand, they hava ta Adjusat cowartds. nare wtable lines

of ;rndu::iuu -in which they gan compacs ‘without spa:ia]
mdsszras of prata::inn fehet {3 aveid héad-gun compa:z fer
wich Low—coat 1mportu in don=-lpatkar: fuutu:a. and
concentrafe on leathar Eoocwear); oo tha other, Cha

tepthar footWear mavker 1o which they afa apacializing is

declialing.

Ihe U.5. festwear Industry ta beleaguered by iloporcs

which eapture abouc §4% of ite appa:&nt mazket in volume

EBLAE . fhe V.5. 13 %y Fat eha wnrld 3 larges: iaportar
af footwear aad :hgte gre curraotly oo epacial measures
of protactian dio:place. .

“The .3, markat la the most oatural and most accegsibla
_market for Cadadlen nxpor:ara to pemecraca. They hava

al:eady puceseded. fn panecrating that watkee and can
build sa theiv duecesa by 1n:ansifying thair affore.
Thara are prégaatly: tvo expdrt consoctia la zhe {iadusccy
and asocher 19 Lo the formacion atage.

In 1984, imports of aco~vubber Zoctwear from che U.S.

amauntad co $28 2illioco. er &% af cotal ldpoercs,

a wiaorT 1n:rea3a ffom . 1983, Camadian #zparzs to the

B.5., uu:ludiug ice skatea, ware -valoed £o §48 ailliom,

'epteaenting 32% of total agpartd. ThHUd Panada hed "a
trader surplus winh the T.5. L2 top=rubher Zfooacwear of . 524

=Llliuu.

Techaological Fackarsg

As evidenced by :he cogtinued high labuur intensicy of
produccinn in footwesr, (La: 1952 wagae Tepressntad’ 232 .34
shipmant ¢dlue in faocwaar va 3% For all manafaccuring)
the evolutioo af tezhaoleogy 4w cho #actor hae baan alowr.
Ovae the oext ted y=ars, oowaver, [t Ls arpacced that e
spplicarion of roberiza za ahoe produccian and the ‘
Eurthar develnpnant of computarized washiaes and
preduction coatrels ig a eanlbi<prodpec en?iranuen: will
raduce the" 1abon: poefiod of total coscs substantialle,

Other Facrors

The induwstTy L3 wary semalrive co :caftle hide pricss
which are craded dn che iatermatienal markat aod
Bluctpace widely ip prige.

FEDERAL AND PROVINCIAL PROGRAMS AND POLICIES

La ddditlen tq high tartffs and zlobal quotas ad i
footwear, the govsrannent hea prnv‘ded agaiscamee o the
ladugtzy alaee L2737, farmerly knges che Tagruwear and
Tapgoning Tndua:rias idjustmaut frogranc . and. ‘maca racan:ly
Tsiaca 19313 under =he fanadian Toduacrial Regewnl Board.
S&4narally, GCIRE asalgtance cakss LChe Eorn of :unsulting
and capital eonctdbucions €0 promote the rastfuccuring
9% the lnduaerys (OT23 coacributiond aparavad to

May L1985 toral $22.8 million}s Parallel ge che
d93lstance Co Indiwidual firms, adjuscaenc maaAsures ol
workers, curveuncly admintagored by Cadada Zaplcyzent and
lamigration Jommisalon {EEIC} et behali ol LIRB pravides
Euhaﬂcﬂd ttalning, wehility and wage subsidies for
diaplaccd warkers Lia’ cha induscry.. a5 well, Labour
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Gauadn grovideas pre~tétlcement bemeflts fonldar
enployees lald of& as . rasult gf ifnduactry contractian.

&, ECYOLVING ENVERONMENT

- Dver the dedium cerm the Follbwing faccers ave expicted
zog affact the induebey: :

mudes: market, growch, (LX) Lo patrage;

*a contlouation dF che awiceah from luachar te npnflaafhgr
fantuear, ' '
*Lhe increaaing populardicy of achlaglc Zoocwsar: whieh
will c?ntinue ta b suppliﬂd by leaw—cast douatcias:
*che applizsztion of new ‘state=gi-che-art technoblogles to
favcwear manufacturiog will increass over the =mediom
Eatm;o

uverall, lLav=gpst fmporsa #ill cuu:inue 9 graw and
maiunain praﬂsu:a pn Cha Lnuus:ry - res:run:ura*
Ean&dian prudu:ers will ramain dnneatibally arlenced,
although they may be able Zo increase choelr oxpercs fa
thae Hc?;heru T84 :

5. COMPETITIVENESS A3SEISHENT
i

- ganadlan foatwaar magagaoent genera;ly lacks jnEar-
nakianal marhnting Expertise mainly due to che-s3all
glze of cha average firm which fohibits eoscly and’
gugCainad marketiung effntts. Canada, hewevar, has
gpaclallzed to gomé’ extant ic che pruduc:iﬁn of wintar
and work foutwear, and has aarnad a world=wide
reputatien far styliog, 'quali:zy, aod EMESEdﬂEBH in chiads
pEoducts, patiélguiacly lo leacher winter oocats and wark
foorwear.

i ExEmPT

| !5"1_1'~ f

1

- Existing cariff levels aloema, however, ars oot
aufficlient &q effser che habour cosc udvantigea of
low-cdst saircmas. While law-cost adn- lesthét impdet
‘BCAZBUTES will ceaciaua -Soc cevtalinp swub=-geccora, therse
AT 3ignifican: bustaeis upparhunicius drising icoo. past
Tastructuriag #od ipacialfzacion which have rasulcad in
world Flasa sub=secLDC%-

- Ta -the @aedium carz, demascdc foofwear flrae muse
centinue to upgrade produec . linas with greacér ampghasis -
‘bm 'sf¥liag in arder Lo Tamaln cnupetln ivg wlEh Ehe
devolapad countrfaes:. Addlticnally, the intruduntiun sk
new cechuulugias 25 they hesoae ‘aveilable, asa yell az
‘maTE 1 & B :xpeuditurns aust be scceleraced. The
fragman:n:*uu af cho ipdugdeTy dua in Lnrge mesaira L3
tha caze.of zpcey of oew mauufan:ur“rs ‘and low capital
east sequiremants; wiil Likely be raducnd uve: clae as
[ industrv henumes adre . uapizal intansivd.

—, SR
i .
PREEFARED 3%: ] )
/Rt Hatﬁ?
AFFROVED B'f‘: { .{\C—".:IE—--_

ni:ea:nrjﬂéuaral ¢T Dirnctob
;

s

e - -



FACT SHEET

K-RBRER FOOTWEAR SECTOR

S.01.C. 17411}

Pr1ncina1-ﬁtat15t}ﬁs 1973 1980 1981 . 1382 -1983{e}  198%i{e)}
E3taplistmentalil 164 162 158 162 159 159
Eeployment!fl 14,826 15,456 15,454 14,355 15;300 ‘16,000
Shipments {§ mil11gn)(1) 2B86.3 B14.7 704.4 B5LL0 78,1 COTTE
Exports (§ oillian)(i{) 18,4 6.9 5.3 9.3 - 36.8 52,1
fomgstic Shipmants 267.0 5E1.3 65B8.6 &31.7 Bil.3. TaT.a
{$ .md1118n) ‘ _ \
Imports {§ miTlignd{i7i) 4.3 3068 376 i 403.5 460, 2
Canadfan Mkt (5 miltian) 362.4 as?.8.  I,041.2 9747 1,033.3 L, lET E
Exports: - . af shipments 6.4 8.0 5.1 7.8 6.9
IMperts - % of Gomestic 2.1 4.5 35.8 18.3 39.0 33 E
Harj:‘et
Aeqional Distribution 1982 (1} Quebeg grtario Dirars
cstablfshments - % of total ' " ey - 7
Zip 1 oymant - %.af total &3 34 i
Saipments ~ - % of totsl 43 53 &
. Foreign Trade (s} other
.5, E.E.Ca Devalaped Liw-c0st
imparzs(i1i]- % of total 1981 10 25 & 59
1982 - 7 i1 7 g5
1983 6 0 7 57
1984 & 31 8 55
Expartsiit) - % of total 1981 75 19 4 2
is82 83 11 4 2
- 1983 85 10 2 Z
1384 32 B i i
Majer Firms
Hame OWMERSHIP- FLANT LOCATTONG
L. Grab [ndustries Lid. Canadian Mississauga, Qnt.
2. Bata Ltd. Canadian (MHC)  Battawa, On%,.
3. -Sysan Shaa Industrias Lid. Canadian. Hamitton, Ont.
1. H.H. Arown-Shoe Co. (Canada) Lid. 5. Richmond, Que.
5: Genfaot: e Lanadian Hentreal , Que.
§. Basties Bros. Inc. Canadian L1 Emﬂe Que,
Fedaral and Provinedzl Soverndent frograms
DROGRAM TYRE ANOUNT MUAPOSE .
CLI.RB. Financial $22 aiflton Restructuring
[Tport Quotas Reguiatary _ AAdJ,u'swEnt

1 5.0.6, 174, Shae Factordes, Excludas 5.0.G. 1624 Rubber 3

1) 4ncludes. Rubber & Prastic Fontwear. _ o
{i} ineludes Waserproof Plastfc-and U¥ility, Tabric Tops, Footwear.. gxcludes Dispdsanle &t

1 2shimétes

'=xn:ludes Iga Eiates.

vx“iles, Claching and Feocweaz Diraztovats

fgg ob-Tnduscrial adjustosnc
il 33-_, Tgas

. Plastic Footwear,



CCHFETTTIVERESS FROFOIE

Bame of Seoctor: BREWFRY SECIOR

-‘1' STRICTRE AHD FERFURMAICE

Tha brem.ng :I.rﬂustl’."[ {SIC 1131} umduces lager, ale, oorter, and

steat, bBoth berctled and dravghe. The irvhtstey foousges direculy on

eongumers ard the hosoftality industry as ics sajor customers. Hay
mmmmmmmmwaﬁmﬂﬁﬁm
irﬁu&'tqrfﬂrbutﬂ&m boxes and Labala.

IheCana&ianbrEﬂ:qhﬂuﬂtry&:hmr&tadbythr&&larg&mvpamea*
Johin Lagatt Limdtad, thﬂ&ﬂlam&u@amsmteda:ﬂtarhngomsfe
Lumtadﬁmit:htagethermldaﬂa%sha:aa‘ﬂmdmﬂau:mke:. Tt
:mtmareﬂ:elargeatandaramnahanmned, orhn Labate oy
Brasoan Llnd e {41%c£mslﬁ:ﬂ representing effective coriteol]
whllemm‘ymclufm*blmmﬁamﬂtedmh&ldbyﬂm
Molson family Ca.rh.:r;t]?(ae.fem:utedm‘n 1%annedbyuleﬂ.£<.
E.Lm. Rotluman's of Fall Mall. Severdl smller ragicral breweriss,
and lmpeweed prands, acorunts for the pawmdning 3% of vhe domestic
mariert,

Mmmmwmwmmtmmmﬂmnmm the
ma:j:ar.mdmldsdmtuprminculmrkeu gerved by brewsiiss in sach
eeRnsa. Ihuzsduemprmmnialgwemmmqnanimmﬂut
require & brewar to maintain produstion facilifies in a provines if
it wishes to mathet its brands: thera. The resablt ia a.sighely
comeroilled, m&ntratadlrﬂusw'ﬂithprcdxmm “Erramented 2lomg
provinsial lines, limivina the eoohomises of scale available
Canadian Eresing cperaticns amd thus m:::easj.ng Thedr wilnerability
tﬂ_ﬂtﬂmﬂmmlcmpeﬂ.tim

Par fannace s

Iri 1993 tha Cafadian treidng indusery had coval sales-of 51,843
million with shifpments of spprowcmately 1.8 millicn hectglitres.
ansuysm;rmmmmsdmr:.%oftntal frod and beveraga
induatry shipmeeres. in that year, and 8% of total rarm Eacturdng
Andugteieg ghipmenrcs. Fmployment in 1383 waa agpmmtely 13,600
regrmm:mgasﬂma&mwm. The. trewing industyry is
siguificantly ssport. oriented, wich exports valued -ab $157 millicn in
1983 amd {mparts of only $L5 million, emcluai.ve of L‘Lc&nm.ng

arrangetants .

‘Canadn'a major brewing compdniss ars highly oompetitive and - the
industry has besn profitable - and rsd sxcallent Firignaial cesarves.
;Hmmver in the bce of shrinking corand, tapacity otilizacich cares
have dropped off to about 853 f.nrecaur.yea:s after gevaral decades
of constant groweh, and procit merging and finendial reseives have
‘dealined somewhat. fs 2 rvesnlt; copecition for market share:has
ingeneified =rong the majer firms wizh escooriger HJiUEE".J_hlﬂ'g AEfor=s,
~1a¢oad:a;1ngtuappea.ltnc=nsmer fastes acd new grodumtss such ag
1ow calérie drd. low-alechol beverages. Aman the most sucssszful
efforss hag besn the groducsion, uader licsnse, of ‘majer 1.8, brands
to-capitalize on tha. "spu.l aver! advartiging Sor 0.8, Raleviaicno
-NeTWoT e -

2. STRENGIHS AND WEMKNESSES
e ———————————

a‘i st—.ructuml

muhﬂanaﬂant::wasaraﬂmumqmummemtmm
pogilatory snviroomene, there are some structural wearxnsaszes in the
irdustmy .hatcmldbe:meapnarantmamre fpteraticnally |
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J.ntegrateﬂ markat, P.rew:.n.q ig an indugtry with vary large &memies of
scala. g:.v:LnJg eremendous’ prcda.c:l.nty sdvaptages to thosa oorparigs with
Mg.h-wh:m operations.  Chinadian brewing comaniod afe. rELa,t_VEly arai 1
coppared th tha majér U.S. arewera: in Ak, mdu.st::y amalrsts predict
that tha- 'ru.nim.m iaple size Emr brewing . oomeandies wishing o narket -
aaticn-wids ln the U.8. wiumbemmllmbbl. .of SUtpIt par year,
a.lﬂ'ﬂ:gh birewaries crentrating on regicnal TEIkets will survive ac’a
Lower lew.rel of aerivity. This indicates that Canadlad peechecars il
Eind memlves unable -t compats in a c'x:*l-_nenta.u.y ftagrated market
withoat stxbﬂtarm.a.l. Taticnaligation and sypansion,

wmmwmlmoﬁamudamtmmﬁwmvaemﬂmtm
mus.,.the-peraumsnftheuajormnad:anbrmmmfragmnted
along prc:u:.nnial lines because of provingial. requlations that ef:ec':_ive:.y
Halkafize the demestic marker. Significant requlatory tarrfers sxist
sarch provincs co protect indigencus brewing cperations. o smoaple,
gmﬂ.:mal requlations refquira rhat a sompany musk have © ‘a prewing
esuhhsrmmtmﬂmeprmbaﬁumlumtscannedisplavaﬂm
mﬂilsmﬂaﬂmsmmymmlmmgmﬂlyawlamly
ﬂ:ﬂprmmemerethegmbrwed.alﬂmugﬁcu nf provines" ‘besrs
cancftmbasnldifasneculsurtaxlapam This gystam tesules ima
nag:mtadmketanﬂh:umﬂmm&sofsc&laamlahlehc‘me

industry,

Alteymawivaly, tha U.3. brewing .'Lnix:sr.ry ia undefooing a mjor
:aumal.uatmn with oompanies conmpeting very sograssively for rarket
Ehare in a slwly going domearic reriket {IJ 5% in 1983}. The Dwd

industey lsaders, anheusar-Buach' and Miiler Srewing, oow control 54.5% f
the 7.8, ‘market, whlle cha seconda<tier camoanioeg such as SErh,
Za Heileman ard Adolph Goobs have besn pirchising ocher’ braamg ompanies

‘ard marketing . sggrassively in an attespt o, break.our of tradiziondl

]

rqimmlmrkatsaﬂcapbmemrecf&mnaﬂmlmkmshm

u} ‘Lnternatimal Trade=Related ‘Fantors

~mcanaﬁianbrewnr§wwmam*.ectedhy&nmdutymmm:

15¢,fcm_m plus mecize duty aqu:l.'.ralant to the excise tax spolied o
s, Tha U.5. irpoges: a.dumy:ca brewsey arodicea of

bre-:ery
:6¢.|"ga.l_m olus approprists extise dury. Thesa kariff lewels do not
grmrase.m: a zignificant barrier to trade, Rathes, the Canadian .1.ndust:y

_saffcrdadgmtarpmtecumwmegmﬂ.ﬂlmmueddmsm
dlstr.hmsystmmmsasuaﬁemivemesﬁry
oroduses Lmedfrmcutsmethaumvﬁm apd by 2 pricing system
favuu...-:.ng imitganoua dperatdrme. in. most proninees, the. pcr:c-.rmm.a_].
gnvarmmhasastm@tmmpclymthe sxle nfa.lmhcl_la:beverages. ar

‘has delsqats! sape portien of dhat meoopely o domestic oroducers. Tha
‘3.5. dhaairot tend o have.a i & o Sydtem ot d:l.str:.buur:n renspol ies ,
Making actwas mmketsuabaﬂmtmsemr.nq the sporopeiate -imposcitine

Fgent.

Besmisa of srotscted orovincial mathets, Canadammrtadﬂﬂy$15ml.lmn
il Arewarr prr:od-.:nts in 1983 {axclusive of lirencing revenus] while ,
amxg;l:?m;ﬂmmﬂi ofuﬂumwer%%;.sdirec:a&ta.imds
market. Thg:raﬁrca;!ad.;anexpnrter_sz-blm[dmsemnd tapgast U3,

lnlpur*]l whila ¥oosehasd Srewsries of Sdine Jjohm, W.B. 1s also surprisinsgly

gtropg A ehe 1i5. {fouth largesc ipported :nmnd} Thede hrangs are
u:.:ectai‘a.t the.mremilm ¢nd. 5 the 0.5, markas.
In 19493, T.5. orowara sh:.pped . Em:._J.Lm':bl. cr:ﬂﬂjull.on
hectolitres fcr domestic oopsumpricn, repregenting §li.2 Billism in salaa
and making i utalarthmﬂngmmswmmmrld. The lndnsnsy
currently h.as axcess gapacity of abodt 40 mdllicm Bhl. - anpﬂ'mhﬂt....l'f’
drmible the tigtal capatity of khe Canaddsp industry - anibrmars ava . bean
raducing - priceﬁ s the ool of selling s brands ot pricés below oot
of droduceion in an effort 5 kedp plants-ocoupisd. In 1993, U.5. lrpwera
spent an jactimced 3760 million an ﬁverr..smg {iore than the botal valuz
shipp&i ‘.':ryr amy- 3ingis Janacdian barenar ), rafle:r_ng thie increased
aagrass:.vmess of tha major Fitms,
|
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- Iuovations in Uie brewing lodusrre foclude tha capid incroduction of
“liznt” bHeers €5 appeal to more. l-aaj.tn-cﬂnsciaus emsuners.  The ledustoy
laader in this acel |s the ({lller Lite Brand, -!.ltn"'l-l‘:ﬂ.lgl'l Anheusar -y s
18 capidly exparding in thi "Light" besr warket. - Soth Amhéuser-Susch
.mwﬁmmhgh1mplmtcapacitya:ﬂarapnlsadmgrab

‘ - - A

?U%u:ﬂmus.beermarkathylm Thia will mezalt in even
mtum-mcltymmmdladmmawgmmm 2Efort
Lo orEate more productica afficim&i am:.ngsma}.lﬂr producars.,
Irﬂuamaxparugraimtdmtmbr&armﬂerﬁﬂ million Wel. will
survive the decade because' of the eccnonies of acale nesded ko
cameteinnrmhmttmuﬂmxet_ngmanatmnalbasia.

c) Technological Fareors

The brewing industry gmﬂeraj.ly eploys mature cechnoloqy, with afvanoey

-amiing mainly in the ares of packagirg. "hemjurtanad.anhrmsh&ve

undertaken eo- ingeall zew high-speed hottlidg equipment in chair Largar

plamta; mtthagmmlupmk&n:mlsaqjigmlshhﬂeredhymﬂ
mﬂlsmufprcdm’.—.lmm.

Eec:ently. trebraﬁmg industry has {rbreiuded Inncrmtise na-..rprndu:cs
{low saloria apd low aliochol Hesrs) and a variety of packiging ahaDas
and sires maneﬁortm_ppealucchangmqmmmtas:es. Thiz
.clusalymrmrs changes: kaking place in the 1.5. brewing market.

. mmmmmm

l“ﬂfﬂﬁlmﬂmmm&ﬂw

1%@1;{ de tha- ‘::raw:.ng umdustr*qf_hj
- KEMPT, {)(Le.‘w’a) L)

e i

The major g:vemmr:a.l. AnEl s exertedmﬂme industry is that of the
mrovinoial govarrments whilch comitrob Licessing, prleing and distriberion
within thair jurisdisticns, Ehﬂpmmc&ihavemed&msamrsd
affactivaly talkanizd tha Zanadian merket, chereby feducing ecdnomies af
guala in the indussry.

%whgmawfmsmtm*wmmﬁmmemmtm
they are habing o significsnt degreasing impect on demand. Gettarally in
Canada, gane. 503 of the rekatl EELlL':gpn.cﬂufbeerLsam:mtedﬁ:rby
_adﬂralmgmﬁmaltaxes, mﬂen:mpanblatammmeus.mup
anly 16% of tha cetail poelce.

4. EVCIATNG . BRUTTIREENT

‘Tha key, £0 urderscarding the futurs cutlock o the bvewing Lydistry iy
frund in the shifting importance.of various daompaghic aga groupe. Teres,
aging Of che "Taby boom” denetation will m&as&mﬁg&”actmwera_]_
cmmsimer prefarences, For orewers, e deciine in the size of tha 2135
AR TR 1-'11]. zeverely reghrict, gmrt:h prgsmessd,  In Ea.::'l:, themanid - graweh
i alraady s].ugg:.sha.:ﬂadecl.me Luc:varallccnsmpr.immuldm“ Broem
the aging of this Largely eer-drinking group.

Thare are alsc stomm. indicatimns. that ohe neke 3-if years #ﬂ‘ LT Y
incrsaging nealttrredseicuspeds frony #orth ANerican Cornoumars. Lo
ealerie and low alochol heverases may ensfit Znew thimge cTends at rhe
expenie.of other products. CurTent coocsims rogardipg deiskisg and driving
""biwepl:medsevmlﬂﬁ statei to zaisa thaiv Lggl &rfaking aga, I8
this tre=d becomes widespresd, @ omsiderabla mmber of potancial oonsumers
muld:e'mmfrunmemﬂet Buy wall, mnadlm'l;unsdlc‘;mnsare
tecoming incrassingly concerned with Phls (ssue, ag-demmscoaced oy
Ontaric’s recant han an "happy hours" soomoticns.

As-4 pesult of the abowa factors, markat darand in the oresecy sector Lo
Lol Canada-ard tha [J 5. will gzow cnly s.l.»:wl]—' in the *::minq rears, leawing
beoth oomurrisg ﬂth guarcapacity for che fordsesaple Zuture. This will

f



lead .t m:reas.-n;ly agoressive marksting and sgme l:atlmJ.izat_cn
Aspecially in the U.5. market. AsS peved beéfore, irdustry snalysts predict
ehat t.‘:en-irummmblem.z& fm:bre.-rlng camenies in the .5, witl aoon be
zﬂm:.u_:.mbbl !afmq:;tperyear tharafdfe, the trend aroog 1T.5.
bréwars is tnnatimaldj.stn_buu.marﬂaggressiva rrarkatmgmanet“ﬁorr.
-£0 boost macket sshara.

“Qverthec:nﬂ.ngym Canadian hrawers expect that the presgpects for
mtmedgrwthmPruﬂmarﬂsana:tsmlmm ﬁmmprbrewmg
cm@an_es ‘recoqnizing this tr:=-m:1. ‘are us:.ngprnf:_ts tndiversify 1ita
other incerests, such as. food, commmnicacions and professional sporss
franchiaan, arﬂwi.ntmaifye:q:urts in the 1.5,

S.WW

Wikhin the ouwrrdnt pagulatary suvirorment that FRvwours lndigenois
procusers,  the CAnadlsn brewing indestry iz veoy aampetivive, ;-d.th the
‘Ehpee major -Firma cpeting fleresly for macker sharae’in & stignant
'dmt:.:mket‘ m,mjmrﬂmhamalsnmnmasedrhm. exporting
,,efmru in an sttamert o ifecrease Sapacicy unilizatica,

Resmmue prmrmnlal ra;m.lam:s hawe resaltad in.an :.nr}ustr:y dtructire
E:a;ms:rtadalnngpmmmz.al lines.  This his made oany CAnddisn operaticns
uinessinla o almach larger and. racionalizing 1.8, indeatsy should the

requlstary mwmmem“. change drastioally. Nonesheléss,. the indastry is
Surreritly strong ard profinabla because of dta. protected status, and the
major. firma ars|using tas&basg&mmmwﬂlveraiﬁfmmcthet
‘iainese opportinities),

\

adjustmermts reqiipred £S5 maks the industry. more oompeditive include:

I} meemm&tmncfba:"ierstnm-m:u;tﬁdembrmry
Froduets, thﬁrﬂwallwingmtlmﬂlmstcﬁumﬁlize -thair
cparamanimg:malbrewersmmreread.lypenmtenatml
markets. '

2] =xtengive raumal:.zaﬂmwillberequuaim ipcresss aconomies, of
acale siculd brade be libermlized with khe U.5., with the pocemtial
Wt@smﬂyinthsmlanu:a:ﬁ?raiﬂenmums and.

3] greater penetraticn of the large U.5. markes by Canadian brewars o
mwwemasmmmmtaMmmermn
volue a2yl ecomomied of scmles

Thselm:a.ti.ma: mtar-prmincialbarnmtat.“

“rauareri Ay (—(Q Z T‘* h%}w'r
,E_j juducr_a i vis.nn

Appraved by, i
qu & ks _-.:mer :-‘.-:n:luc:s iduscries
as#ar
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. Emmeloymant

Sl pmits {$000,060 %)

‘Exparts ($A0Q,600's}

NN THOOSTEY

Damestia Shiprents (000,000's) 427

Imoorts (500,000 a)

[Canadisn vacket (3000,000's;
AEx]_mr"..«a = boaf Hii pents

Imports ~% of Domestic Har!-bat

‘Profits after Tax (SOU0,C00's)
‘Rerained Farnings {3000,000's)
\Dabthqln*Y partid fud

Reoird dn Eepidty (%)

PTEANCYAY, STATISTICS (4th Qurter)

Return o Piged (Kat]l Agsshs (%)

FEGICER], DTSTRIEUTICN -~ 1982
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Impeetta = 3oof cotal L¥EL
1982
19683

. 1984(F)

Dparts - § of wotal 1961
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L9E4{E}

The Molson Companiss, Led,
Jehn Labatt Limited
Carling o' eefs Lad.
Moogenead Srowerias Ltd.

(E): Eozimate

1971  1950° 1981 1983 1283
- 41 Xy 40 40
11400 12342 12837 12938 L00giE
438 1206 444 1688 1843 .
£l 105 bk 145 157

st 1321 1323 1448
.2 23 19 L3 19
423 1I2e 1340 1538 1705
2.5 27 2.3 8.7 2.5
3.5 2.2 L.a 0.8 .1
19 lom 1963
2l 140 Lag
591 700 252
.37 1,25 114
7 27 27
.30 33 26
20 7.5 .37.5 45
B8 37 3l 24
] 9 3% 23
53 45 if 1.4
2 &l s 8.3
47 45 2 5.
.45 48 2 5
0.8, EELC. ASIA CTEERS
59 N3
ag & _
99,5 .1 .1 3
99,4 .2 .1 .3
ALl -peerions Zanadian
Bll- regicns Tefe
Marisiines Canadian



M
. - - . L . . '
. Ho - - r. : . - e ' [ .
'

EMPETITIVERE.S -PROFILE

Hams of Sectcyy DISTOLLERY SEOTGR

1. SCECTURE AND- PEHFURMENCE -

Structure:

Tha {anadian d:.si-_-n.:l.u.ng irdustry (SIC 1121} mrodutes mst. types of

distilled spirita, mﬂpammla:canadunuhukey rum. vedka, gin,

limueurs,; brandy and raw ethyl aloohol. Like oot conmmar sroducts,
:heﬂvidualmmm&ruthammufﬂwhﬁdustrysmm
althcugh a great deal is also sold through the hospitalicy industry.
Kayhadumdﬂnkagma:etnmepadcagmganigramuulq
irduatrigs.

In 1983, there were 32 ddérillarias in whe lndustoyd the mber of
estabushmhasmmnadfaulymnstantatzewmwerdmmt
10 years. T‘iec:anadmn:iist.tumamdusr:yismﬂatadbym

Canadian~cwrad multinacicmals, Joseph 2. Seagram and Seons Ltd., and

‘Hiram Walker and Sens.Lrd., which have worid-wide holdings in ehg

d.‘r:f:_Lleryarﬂwumysecm

Omeentration levels in the distilling imdustry are smong the nighest
wlﬂu.nmeﬂonda:ﬂbe;eﬁgasmr. Statmtm&mdarepomedmat
m19?4ﬂte4la:gatmrpamtmmntaﬂﬁ:rszﬁpercmtaf
shipments and the B largest fow 25.0 parcent., Thesa Sigures wers
74.9 percant amd 94,5 perosnt resvectively in 1980. Soms
ratimalizaticn, seerps oy bz eomurring, ad demmstrated by the refent
our:lmacfﬁelchﬂrs':anadacb-bykagram .

<Fﬂre;gnmrshmmthsd.u.t:.]_:.r industry is leéss tHan-in zhe

total food dnd bevarage seirtor. In 1975, Statistics Canada reporoed
dm:dﬁu%ofplanuani,ﬂﬁ%ofmipmnmmuqdacﬁ:mlgn -
comtzob. These statisties reflact the fact that the majarity of the-
Bl inolading the S Largest, Sesqram and Hirem Wilker, are
Canadian—cwned.

Pe:fama:me:

= The distilling lwinetor in 1953 nad toral shipments of 3763 millicn,

n 2.5% decline from 1991 levaels. tiomevey, the industty is hignly
mrp:lrtanmted mmerparts in 1983 of $355 million, 973 of which
werrt o the .30 narhat."ht.nmufwlme.canadunpmdum
sh.l.ppedlﬁsmlummses. or'Ll.5 millicm Feceslieres, in £283.
Imports of distillead spirits wera §132 millicn {42:uilllcu cages). of
’M%mﬂ:ﬂnmu.s.,ﬁaﬁmﬂmmarﬂzﬂ frem-athar
Srmtries. In, 1971, the diseilling ihdustry-accounted for L. 53 of
apmdata mRrufacturing exports. but Gy 1983 this hed declived o enky
‘©.63. However, the industmr seill contsilutes appreimacsly 9% of
fmdmbeveragams. willa acompring Sor only 2:2% of sectwr
shipmenta.

The. major Canadian distillers ar= marure and mamzally m:g
although coceit acguisiticns tonbined with hich {nvencories due &5
‘deelining demand have depleted sane of thess cirpanias’ £inancial
pescurees. Profits smd retained darmings declined substapedially in
Ehe 1381-1953 par_nd while the rddgtry's cvermll delgtfequity matic
doubled £rem .59 in 198 ko 1.2 in 1253, oeaking a¢ almost 1,3 in
1382,

The ~wlane of - dizeilled spirics eoneumed has besn declining
signiffeamtly in zecsht years, alihough oopmlation trends would
leieata Enpt it ghould ba g:mi.ng at a moderata pace. CRSumar
taszes have shifted away frem “dark” spirits {whiskey, dark rum,
8tc. ), but this alome carmer fully explain lower trends in
omewsption.  Due. meinly to fedaral cxcise fedaral and oemvineial

3
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taxes, retau.]. prices for Canadian w. w@y have risen 453 since April
1941, d.camcally -reduring domestic uenand and priding mady prerm.im
qualivy brancs ooe.gf the market. The- rasults inclode capacicy
ut.:l_‘Lza.L.un oF Inzs khian SE}‘% and a wenkﬂnm eoetribaticn oy the
indusery te the paticnal eceremy.

Canadian d.:.s'r.l_.lers have a ‘solid- -.z:rlﬂ-m.de cepdtaticon for qualicy
and acs very c:npet:.,.ive in our major sxport mackes, the Undted
States. Both Sesgram and Hiram wWalker have worid sczle dstiliing
olants in toth countries, with exeallent scomomies of soale.

Prnd].lcum fac.r.l:.t:.es rarge in size fran planty emloying & peoole or
Eewer to plamta, emplovieg up to 1,000, That fire are subatancial
ecmmd.&sofacalei.n mmmmmdencadaythe%ctUmtms
plants at@lm.n; aoars-than 200 pecole actount fSr 643 .of fndustey
5h.r.prmta.

Vers{oal ardmw'ttaJ. integracinn is g0t a sxgm.flcant fagtar in
d‘tez.:ﬁustry dowesar, tha large distilling companies heve mads an
efﬁ:rnwdiversﬁfmmrhcldmgsmremyearsfaﬁmofme
gralier distillews ace slowly following in-the dame foctstess. Same
afﬂﬁsdiw&;ﬂmtinn*haabeenmam&mn&gnmufm
almlicbeveraqam wine.

bﬂnycfthadq.sti.].lenes nave Slnergified their itersats ko
:l.if.faﬂ.nqm for axample, Seagram has @ TRjgr invesiment in
E.I. &deeﬁmﬁm of fha Pnited States in =ddition to,
w'l.me inta¥escs; Jiram.Malker has majos L:wesmma}i.nthem st gas
industry, Gthar smaller distilleries have Foblowed a similar course:
for evmmpla,, Potrer Distilleries Limited now has a wina subsidiary,
Beau.prémnas{ca.nada.} Liedt,

) Irtermatisonsl Tradae Related Factors

Cm.nad:.ﬂn[tamf doties -applied o distdlled spirits mmoge foam

3. 3¢fqallmmm£fm-ﬂ1tsl¢eytn$l3ﬂfgﬂllanprmf far T=m.  Sane
dm:ﬂlaisnu‘umtprnducedlnmada,Masmua.nayenter
duty Sres. 11,5. tariffs on distilied spirits sInge Sowm IR galim
pmofﬁ:rﬁcctnhaud@hmskeysmpzqﬂfgﬂlmarmfﬁcrm
brandies, agfmpriacacaxcise doties arw alsy spplied in octh
ccrmt.r:_es IbmmnfﬁadomtamearmhavehmﬂraimeqadEur
disullednmmmﬂmmma.

medlstnmunn metiopoiy held oy .otha provineial govsrtmenns acts 55
4 alcnificant rep=tariff barmier wo wade by -unit.::g the maoier of
Grand listings avedlable wn .8, diavdillers, thersby ragericsing
arrees £5 the Canedian mar¥et. The U.5: distilling uﬂustr;;very
wocal 1nllts covlaints about its limdted sTpartanicy ta oumpats,
although ssimilar stacestut mnopolies awisc in 12 staees, m=lled
dantvnl market areas, which kend oo discourEgs the-sale Sf Canacian
tottled whiskey in . fewour of Q. S.-n:t-l.ﬂd Canadian wilskay. Tha
aliminacion of thede mavkst Yarrisrs ooild improve the sucloch for
thecanaﬂ:a.nmdust:ymhat mum;mmtef_a—n
increasmg the mzmeer of 7.5, orand- J._.,ss"_ngs in Caredian mirkecs
wearld have o demastic. d.:.stil_m

Cuxdit.tms Lnthaas distilling rax'}te:toear SE0a Dedemblanos wh
thioge in Caneda, THe inddstoy isbe:.ngmadaﬂucacmasmq Somand,
while dafk liguors lose market snara. =o stiite goods (vodka, gin,
hha.hanmfet:}arﬂmsuec_alty_hqtmsu:hasaﬁndy e::rda.als
and ‘sweet ore—ndzed- diicka.
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- 1In 1983, the total U.S. oonsumption of distille pirits was 157 -
million cases, a 5.5% dacline sinca 1979. Swprisingly, ccnsumption
of imported Canadian whiskey increased slightly over the pericd,
faring such bettar than U.S. whiskaeys and other irports such as
Scotch. The resilience of Canadisn whiskey was mainly dus to the
increased imports of “bulk Caradian” whiskey £o be bottled in the
U.S. This has resulted in an axtended variety of brards and price
levals providing consumars with a wide rangs of choice. In 1983, the
less expensiva, sowcalled "tulk-trards” accounted for cver 64% of
Canadian whiskey sales in the U.S.

¢) Technological Factors

~ The Canadian distilling industry is as scphisticated technologicaliy
as its major campetiters. Techuwlogy cdevelopment in the industxy
currently gtresses modernization of plants to achieve lower cost
production as wall as product deve.l.ogmnt. Packaging i{s a concern
since usage of glass bottles is very expensive; there nas been scma
consideration of usage of PET (plastic) bottles but the general
fealing seams to be that lmage concerns and the associated cost of
new bottling lines would dalay any early acceptance of this
technoloyy .

- Product innovation in the distilling industry is concentrating on
developing new, sweet tasting products to appeal to youngar drinkers.
Much of the emphasis has been on cream based liqueurs in an attempt
to copy the recent success of Bailay's Irish Cream.

d) Cther Tactors

The distilling industry is very sensitive to high and fluctuating
interest rates. For example, whiskey must age for a minimum of thrae
yearsbefambemgpad:agedarﬁsoldandmereﬁazemscbacarriaﬁas
inventory. This tiss up a distilling campany's working capital,
making it more valnerable to changes in tha capital markets.

mmmmmm

The major constraining factor on d:.st.Llling sector growth and viability, as
viewed by the industry, is the high level of government taxaticn on thais
oroducts. 'mew:alimactofsedamlaxxiprcvmcm:.axesandmrk—unsm
tha end price of distilled spirits is extremely large. The industry
egtimates that over SO% of the ratail grice of spirits in provincial liguor
board cutlets is accounted for by mark-ups and taxes. By camparison, all
taxes in the U.8. acocount for Less than 50% cf the retail price of
distilled spirits, although retail mark-ups are subsequently added by
orivate retailers.

4. BRAVIBG ENVIRCEMENT

The key to understanding the fSuture cutlock for the alesholic beveragas
induseries is famnd in the shifting urportance of varicus demographic age
groups. The aging of the "baby bocm” generaticn will hava a swrong effect
on ovarall consumer preferences. The distilleg bevarages industry could

mmdestg:wthasolderccnsmms swizch to spirits and away
from brewery proeducts. In parzicular, rising 2£fluence among “baby

" ‘ocamers" could trigger a rasurgenca in the dark spirits rarket, esoecia.ly

for upscala, premiun-criced products.

Memsmmmmaczhemms-lOVBarsmllaLnseean

increasing health-conscicusness amorg North Amarican consumers.  Low
cwmmwu@plmmmymntm&&Ma~

expense of other products. Carrent concerns regarding drinking and driving
havaxc@tedsevemlos.stateswrame_heulegaldrukzngageand .
have caused tcugher restricticns in Canada, including the recent
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eliminaticn of "happy hour” in Ontaric, If these trends became widespread,
a considerabla number of potential spirits consumers oculd be removed from
the market. -

North American demand for distilled spirits has been declining for several
years, leaving Canadian plants vastly underutilized. ihile there may be
potential for modest growth later in the decada, as a maturing population
gwitches awey from brewery products, it is doubtful that tha industry's
major corpanies will meke substantial new investments in production
capacity. Nonetheless, profits in the industry should remain reascnally
strong and this income will be streamed toward new investment
opportunizies. For exampias, Seagram has invested heavily in U.S. and
European wine productica and is a major cwner of Dufene, the chemical
mamifacturer; while Hiram ralker has became a majer participant in the
Canadian energy sector through Hiram wWalker Rescurces.

3. COMPETITIVENESS ASSESRUENT

The key %o campetitiveness in the distilling sector is brand acceptance,
availability and recognition, and in these areas the Canadian discilling
irdustry is highly competitive intarmaticmally and has a world-wide
‘reputation for quality. Seagram and Hiram Walker have world scale
distilling plants with excellent econcmies of scale, and are.very strong in
the important U.5. market.

The volumna of distilled spirits consumed in the North American market has
baea éeclining significantly in recent years. Shifts in cmsuwer tastes
havae also czused a decline in the ccnsurption of dark spirits, such as
Canadian whiskay, in intarnational markets. tonetheless, the Canadian
distilling industry is adapring quite readily and should remain competitive
in the xey U.S. markat.

Adjustments recuired to meke the industry more competitive includes

1) a rationalization of same production facilities to improve capacity
utilization rates; and

2) increasing aexport marketing efforts to replace permanently lost
domestic markets, not only in the U.S. where Canzadian products are
alraady well established, but also in offshore markets such as Jepan,
Burope and latin Amevica which are relatively unexploited by Canadian
distillers.

memjorcanadiandisculingcc@aniesaremeuweofmket trends and
have sufficienc financial and market strength to exploit coportunities as
thay arise. The key difficulty facing the sector appears to ba the very
limited potential for new cpportinities in the digtilling tusiness for the
rest of the decade. As a result, both Seegram and Hiram Walker are
extensively divepsifying their business intarests imto chemdcals, energy,

el -
?reparad 'ay:( 'é. d/,\.cé‘wuu,\,/
|
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ERINCIPAL STRTISTICS

Eotanlishments
Emmuloymernt

Shipmants {$000, 000‘5}
Exnores (5000 000 s}

Domaatic Shignents (S00D, 000" s)

frports {5000,000's)
Canadian Marxet {$000,000's)
Exports - ¥ of ‘Shipments
Imports ~% of Domagtic Market

Rﬁmnmsmm-lm

Sseablishments - 3. of toeal
Emplenment - & of total
Shigments - 3 of total

FORFICH TRALE
Imports — % of total 1981
’ 1982
1283
L384{E)

Zrports - 3 Df total 1981
1982
1983
1984{E)

LAEL FTRNSY

Joaeph E. Sasgram and Sens LEd.
Hiram Walker and Song Lid.
Gllkey Conada Tne,

Cortyy Discillaries L

{E): Estimate

1571

il

6300

a7z

1

153
.39
32
48.1

‘6.3

Ll SR

TiS~

I w0 O3 u

1520 g8y 1saz
i3 33 3
5509 5529 5282
679 782 751
313 34% 345
g 433 418
125 140 151
432 573 593
4410 4 b 4, 2
25.5 L .4

AlY ceg::ns
ont., B.C.
oamario
e

‘Nowa: Estimates do not inclide foreign operncicns of the
e

1283

CaE]

SCO0{E}
TE]
kLS
408
132
544
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1. Stouchms and Derformnce

Sruat

1= The' Cahsdian: winary sectar (src 1141) prodvcas 3 wide waristy of
radandhhltelablaa:ﬂipaxm:;wbsas.audsmlm“wm
aockeail” aroducta. memuﬁuacryisauim::.smrqcr
g.'a.pﬁgrmer:s in ontaris and British Coluthia, although
appraximataly one half of the wine deemed to be domestically-
prexluced iz made from grepas, juice or comeentrate . imoocted "Erom.
thads..:::mhnpurtaimbuuandmereiybattledmm

- Thera 'm 33 winery sacablistments in Sadgda ln 1983, with
cpardeioms . comdencrated in Ontario and British Columbia. Tha
&Lnauunwmeﬂ.ndsmtrym&vera]crrinns ard 2 rumber of .
smaller preducers.. The v mhl.icly—cmed‘manihs are Ardres
Wines Limitsd ard T.Ge E.rigt'ttar‘d Co. Lum.ter:}.u meddi.nm, R
thara are three other mejors, cuned by oomanies invobved in cha
food ard beverage industry: namaly Ridecuc Wines Limized :

' . {Chatean-Gai,, Casaballo] cwned by John Labact Limived) uocr:dane-nd
Ste—ftichallis Callars Lid. . maibyCarlu:qOEeeFe,arﬁCaJ.ma
WﬁtﬁLt.d..a-rnaihyHabumBrarﬂs{Canada} Led, These fiva
corpanies acoount for soma 85% of wine producesd in Canada,
showdny a high degres of sechor cmcentraclon.

?ﬁﬁdrrmnne:-

- mlﬂaa.macanadianwmummwtalshimmﬂﬂjﬂ
millicn, of which exporta wers §1 million. ‘Canada also i
5164 miilion warth qf w=ine in LoS3, pnxmlyfr:antlmi‘.ﬁﬂ{ﬂ?%}
ard the United Staces (74). In 1982, Canadian consomers
marchagéd. 1,050,174 hectolitres of demestionlly produced wing,
and an aditicial L, 110,917 hectolitres of imparted wines.

- mmﬁmmmmﬂmlmmmmmmmmm
nﬂrketﬁaﬂmhxgamgmshiftmwhasisﬁcmmt

"party” wines. to iighar quaiity cabla ___w
styla grapes. and mathgds.f™

ERemfT
/570

.

- Drufl..gmthswmamdlﬁtwarﬂgemllymthanthaﬂm
and tesvarage industry aversge cua msrmj.lsmlaarﬂdwming
products anpd processey.  Mwesoeent in the mdustr:'-'hyga.ran:
mp:ratmwern.muastsemrelymﬁmbemaumunul
thar&:&ntupsuxgammpnrt.sﬁrmEEﬂptudw:srmtﬂaa.
Wenethaless, Lﬁemmfmybeahlﬂ 59 JApEUrE somg imporTh
subatd tiyrion -copermmities prifvised mqualicy continues b

LITptonrs..
2.; Strehgths aod Wealamtes
a} Seructiral

ﬁmw ; iﬂm'aw
= L& Y

EEmHT Gstoy is-

15 Columhia, whare qr.ar:e Cedncars
: fr:r m&rkeu,,.f *-._...




s | rmr_'h 25.50% of wing ligead as domestizally produced i mereby
‘motrled in Capadsy or is made-Erom Lmpotried grapas or
ooncentrates, Becanse of the recont: dEVElGMt of the isdustry
mc:ana.da matﬂa.nadmwine:maa:amtyetof Sa.a...f:l.r:l.mt &rale
o ba c:.a_ omperitive with the arcomous witeemalsing Facilities
c-f v:al:.ﬁnrm.a and Burces.

- mm.nad.tanmmmdust:yha.a ahlfredmra:antgaaraamyﬁrm
gweat sparkling winss o higher gualiby table winhe basad on
B.xrnpenna;ﬂt:ah_ﬂ:-nﬁanwimlgmpes “Howavar, the suoply of
high quality dowestis grapes ls erratic and twica as a¥penaling
asgrabes mm:tedfrmmmeru;:gareaa 'I'r'l.ispl.'c:blem is
exacarbated by the sgriclbural policies of the B.Cu and Qutards
govermments that restrict the aseess of winaries ln their
prc:ui:ma ko imported grapes chrough mackerlng board sicply
'nﬂnﬂ:ge:mt ﬁhﬂas.

1] I:T':Eii'nat:.mﬂ.‘l, ‘Trada Related Factors.

v T c:anadi.m and J.5. mri.ff.' Tates On wWina are as  Eallowd:

2.5,
stit] .wi.rl.es m:m IS - 62.5¢/gallaa

Scarkiisn wines $4.00/35¢. bateles SL.197gablon

FremP T

- Cu:.—antly thewe 1g-an internacimnal wine glut, cadsed :r:.-nari].y
wmmmmwnmﬂﬂmmrmmm .
mﬁmﬂﬂmmmmm&cm,m.
faﬂ;r.gm:rlduricesaathesewmesurplusesaredmpedmothar
markets.  Diosddition,. several years of trwper harwmsts in

fnr%ﬂgﬁpaumd;clngreglmshmremmﬁeddm
world-wide ovetsugoly. The major shrest oo the Canadian @ine
ﬁﬁusuyi&mhmetltlmfranlmricedwmasmmr:ed&:m
conntrnes with large wine surpluges. The qual...*yand
mrpeutiverms of Canadien winss 13 s-:aaq;_].y imoroving, bt the'
Lnd:l.;stry Teill requires some protection to- compete sucmasafinily

‘mmsummwmsﬂsMam A well, BT wd 0.5
vhmmrshavam:admntagﬁmmla:qermleop&mm.

secura;grape siipplies and pricing adventages’ duat.-: remtation
a.nd.brar.dre::agm._im

= The U.5. wine indusery cusrently e a. 100 millicn gallen ‘sirplus
_t:mtheﬂa:ﬂzdlgﬂlgﬁpeharvmtmuauﬁ:rH_a,andmmlg
hurt by tha stiang 0.5, ‘dollar and the dmportation of
quverTmert--subsidized wines. Srem Serdpe. -This is a major pretlem
be:aused 8, ‘rine drivkers SArER mive m:e—as:ﬁa.uve mhan

snd-loyal with prica: wars. pushing the cost 5f 4 litres &f wing

tue.-a].mr_asst. QMR wme:ra}qersmvedu.edapgu:.mntnme
tm:.ergatlmal.hde Cermdsdion "'"\&T:g].“.q EEC wina raRers with
LJJ.Bg!J_T.‘f seiling wine in the U.8. at grices bélow theis
prcﬂxmtlmm

=: Winae ipdoseoy apalyses are predicting 32 oo 49 growehcin 0.5,
wnm:mswupt:l.mthisyear Eowever, w:.ﬂ&-:nly?%ﬂf Ehs
Population comsuming osarly two-chisds of all cableiwing =0kd,
tha eofeneial for furses gowth is substantml. Tha wine.
J..I.'.Bd.'l.ﬂtl.'_‘{ in the l.T 5. is attzmt.ng = laun::h a n;ﬂ-ob&raul:e
:a:ma.:.g’: ong vintners io. pronots wina conompE i amcng

IES Ll‘l __,(
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- The Canadian-owned Ssagra:sﬁ «rpany 13 a2 mine Tarkater of wines
in the U.5., tankdng nimper twd behind Galls with a 11.2% shass
of tha 7.5. market, After surchasicg The Wina. Spectran from Coca
Cola Leds The U.S. market ia highly concentiated, with the wp
four firms, ':mduclng over 51% of (L5, wina. By far tha largest
ig Gallo with & 37.73% market sharms, followed bng Seagrars [11.2%),
He.-.zble.m {6:53}-amd Willer Banf (6.08).

- Gillg, #dth a tuge lesd i market shars, seéms to be the best
pesiticned: o barlef:.t from this growisg macket sinos 1t enjoys
significant economiss of sealad it Mas its own glasswaking and
Lrdiding operetions Lahaln kel coats, and o subcarranesn
aging facility with a mnax:ity ot 2.6:million galloms.

Techrological Factars

~ Bosesrch is currently bding devowed to developing Lnghrgued
mferaandhvbrldgrmavarmeﬂﬁnrnlarﬂngmmnada Sope
cesearch on’ Hlavowr medificatisn is also adeney. Hore
lmavaru.onisalsnbemganphedtnnackauu‘gtemmquas.sumas
asagtic packaging dpd che 'baginabnxmt}wd Maw wine-basad
Whﬂmﬂlﬂbﬂ&ﬂd&ﬁlﬂp&dtﬂﬂﬁmﬁswlm. lossr
qualicy wine. [e.g. "Canads Coolec™)

= Wine-making is becoming increasingly’ industrialized, with capital
litenaive processes and larme econentes of somle, The adopricn
?ofhmwmiawmpmmmﬂdmmmm
mora oot oempetitive with internacional compecitors Bun would
raqmr&aat.rmqaragnnllﬂmlbase However, investment is
alowly growing in ldne with incyeasind pooddctice, improved
q{m.l.ltyandmrgm..lly increaning profics.

Othar Factors.

. = Eacsnt aeichange rates hava imprioved idhe industey's

1.

coppetitivenssy vig. s vis U.5. competitors, bue the strung
“Caredian doilar relative to Buropean oirrancies has exarerbatzl
L‘:eprublanﬂfsubﬂm:.z&d mﬂmmmﬂmﬁc Inerasging.
mw*aofhmﬂaﬂIﬂlﬁanmmdeMWers
mr_emnsewauvemmaupl.ans For aypansion.

In recent: yvearsy, the industey has recelved fedaral guvernment -
‘aogiatancy undey IRDP, EDP arel INAP for estdblishment,
em_::ansm&fmdsrmzamm ard for innowvation i both produscs and
Freoesges, E'*ap:trr_immly. OGN e.ssiat:am:e hag Heen highty.
‘inmcvetioneoriemeed (5102 millicn versus 52.5 niliicn -cur othar
parposes ).  However, mrarmha.vemlyamnrmﬂum:smrhe
industey celAfiva ta that svertind oy govermment cegutacion and
provrinedat n'mopul._ns andiztridetion of alooholis beewaragﬂs.

The wina imdustry ia clcaely cequlared with infliuencs-from both
levels of qoverrment. Federal soverrment insolvanans coverd such
areas as excise tax assesaderit, aml regulaticn, labellirg,
met.lt:m -aspects ard adversising on rar.’.m arydl teiavision. - Jeeric
Cmsam sta:ﬂa.rd.r.zaum and comversion rEquizements have also now
oeen et

Pravincial gobvertmest ieelvensho in the idustoy fovers media
advertising regrlacions, gmnamar}mtinqmardaardhqmr'ﬂnt:cl
boards. The wine Comtent ASt and geaes serketing boards deal with
“ha impartatiaon of ‘grepeds, requirements on the percantaga. of
pmvnma.ily—gmngrapesmbeuaad a:n':hempor:at.mp:
concdntrates or wine Sor ‘wlendilig purposes. T licuor ctntrol
Loards deregine listing policies, prics. mrk-uns and =half space;
ALl of which dirdetly affect retsil auan.lablllw ad prires ko
conoumers, as wall ag the distribucien of wices and, indirectly, tha
retiym to the Wineries.,
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Licquat .;::nmssmn mark-uns o wine differ aignificantly, oy province,
by tipe ot wize, oy alc:lfu:uu* st.renqm ard = orig:.n. in genaral,
hose pm:.m:e:s thak hava a.aative WL - J,nduatr'_,r apply Cavourzils
RACk-URS | to their own product enmparad tothar of other Lanadian
srovinces or othér countrizs. Thoge witheut 3 pative wine induatsy’
tend to annly more fawmrabile mark-uce o Canadian. preducza, with
ﬂ:een:efrtlmuf?&;. dmappl_ma the sima’ mark=yp % all types.
The tewfoundland mt:rad "of taration déperds on ‘sl Lirg price dor
d:.f:era:m wyoes of wines, In all provinces, mark-ups are apmlied In.
addiumtnpmvmalsalasmﬁm?%wu%. excﬂptfcram_a
and ¥.W.T. whers thera is no sales tax, Princa Edward: LsLarLLﬁ
add.l.‘:‘l.l:lt‘l. 'to its sales wax of 103, has a health kax of 253/

|
, i ExEmIT. ;:m‘} '
= . - s
The fu.mmer off Liqtmr comitmol bédrd liscisga also diffara by nmvm.ce
goei s Canad.tan and :meﬂrl:ed types. - Thoam Erewinges. w:.th EheiT oW
-;rﬂmatry‘tmﬁ to have a ‘u.ghﬂr umber of domestic lJ.sL'Ln.gs and total
Tigrings: ‘nava ingréassd ‘significently $ince 1960 reflecting ooch the
iperesgn’ in demard and Supply. The ratiey of. the et ol Canadian
usumsaapﬂmtageafﬂmmbarocfimpnrtaﬂwﬂﬁe L:Lst.J.mgs fae

lg%mx@:atadmthetahlebela#aﬂg;ves aq.uc.‘:?g.lml?
i

lmmmc&mmmmmmamw
MCFMWWHPMﬂl%Z

E . ' | a.- ? : - i ey
. |

Albersa 36 Herthwest, Territnr:.es 22

Brivish Columpais, TN Wove Sceila . a0

Mapitcea | -38 tnkario 75

Haw Brunswick, = Prince Biwapd T=zldnd 7a.

Heafrandlad | &4 . hebac ‘ 53

Yukion | g saskatcheqsan 72

At the Paderal level, a basic -sales tax of 13% ia Iovied on bocal
,salesmdabythenﬁnu:m:e:mﬂ_spadﬁat ths dnd of the month
Zollowind the memth of sale. The salea tax base is. tha. $#nal
piaduct price amd thus glrasdy mc.l.ud&s a eiqnificant axoiza: fax
‘parden,  In additdcn, axcise bar is levied deperrling on:aleohol
Lowval. ag follows: wines with less than 1.3% alconol, §.0l42 per
Litzar ud.n&! W].‘.'.h alcohdl aditent of betwaen 123 aot 79, ¥:1703 ser
Lisrer and wines with alerbnl’ leval of greates than 7%, 5. 1548 Der
Htxa. ]
Berause of the variety of taves aop].:.cab.l.e t, atedhniic bovarsces
and the way inwhlch they are levisd, iz is ALEfioult o detmmine
+ha relative total tAx bordes. A Sﬂ.‘lﬂ‘f bv ke Brawars' Asseociacicn
,of@madasrmei:hatumtnml vax per’ Bitre of afisaluze’alochol on
its [40%) was F28.05;7 that op tabie wines (12%) was 323.85; m
.Ecr':J.E:.a:i wines (1B%), $15.85 4nd 60 badr (933, $13.80,

4.._39::11911:;; Errvi roramert

CndlebaﬂLaﬂfdﬂrBalﬂ}dEﬁﬂ;ﬁpiuc patrarne and consumew trands,
she ...rusner:ts for increesed wine cmsuipticd in fanada appear
em:m.ler:t The growth af the kabla Wina markat indbeaces. an
inceeaced willingness among consuners ko drink’ wine w'a.th-eaj.sma
faixly c=qular Gasis, fhereby agarding the TORSUIET ::asa
"-.:msxderably,

|

|
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The indostry requices a great desl move dewelapment LE it is o
wompete with Burgpesa and Califdrmian vintners in the longar tarm.
Thera are ourenely larges suypluses of Dunocesn wings, partially daa
to EEC agrimaltural pelicy, which, cobined with Califermia:
surpluses, will contidie to put diwrward . pressure an, prices.
Praofits in the Lndustry prebably. will not rige subgrantialliy i the
next Cow years because of the prica depressing affpet of the. mrant
world glut in wine grodustica: Costs of fudduction arz high in
fanada dus ko the shnrtnass Of tha groJicg seascn, lack af ~

. appropridte land for grape growing and owarall climate fartacs.
M.Ju.lghthaqtmz.tyaﬁcznadlmmem impronring, demastic
producers will comtimia to face a oricing prablam, in coming yzacs.
Wenetheless, Canadian’ wine makers will nesd to make substaneing
Lmmegtmeants 341 the ‘coming years to improve production processas,

increasae m&ﬂﬂwﬁ% ,
= L R RET . e '
ExemdT. | \
/5 (1)

'F‘ﬁ

in emphasis foom swest, sparkling "party” wines wo higher quality
tahlnunmhﬂsaﬂmﬂu:ﬂpeananiﬁahfﬂrnimsty.&qrapes and
wethods, atthough the imaga thae Cansdian wines ace of vastly
infarior cuality ia st:...]. Giffionlt o L0 Cvertamd..

.
2}(tmf)o)

Adjustrents required to make the industry more competitiva includa:

1} mc:&asedgmcﬁcnafhj.ghcualitymnlﬁﬂragrapﬂﬁfmman
a lower mrics, eepecially in Aritish Solumbia- whers the qrage
marketing toard ard lamd ase golicies mmbins ‘to sifse grape
uricﬁtaamn:dmbla:hﬂprmﬂcrmpartedg.mﬂes.

2) effactive aypansion. of the dtmestis market through lessering the
‘ pesTTicticna cn interprovincial trade in domescis vine apd
JﬂrcuqhaﬂuvemrketxqmignsbyMamducm' anc

3] incroased arbduction scala o capital...zﬂ on irproving sianc
afEm:.a-:m.ﬁ L"mgh Larger graga Brvesu. or’ perhaps tlu'cqu
.'I.ﬂﬂ'EEvEIi STEpe lnports.

iven the parket incentives ok axgarsd] g oomstmmeeion and 3 &Zger
dn'mt.tc'. equlatnqrawm mm.apmm-rsarﬂme'
pa.r:mr. camaniss ars -flly capabl& of making che Tequicsd
‘irvestmeéncs to improve the competitiverreas of He asetor. The way
u'ﬂ‘u.bitmq fagrors, hcmewer. tend g resulr Prom govarnmars
intervention i the mackes to Limit the Er@arrm'a'nentcrc..m:
wines’ 'n':l.ti'u.n.l'.‘a:ﬁﬂa 2rd to increase the prige of row macarials in

Zn attempt o Tthsmmsofg"a;a Erochicers.
g o it

\é{o"d—% F—raduct L v:Ls:Lun:

aporoved bv: s Lonege rr———
u:la and Ccmsm:ur Prqduc\s Industrlas
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WINERY SECTOR:

PRINCIBAL STATISPTOS 1571 1980 1881 1982
Zatablishpenta ] 3z 32 33
Emplijmsnt. ) 120a 1313 1385 1258
‘ghipmen=g [5004,000'8; EF 175 197 38
Expores . [5000,00¢'9) o % 1 4
temagtic Shipmants- ($000,000%s) 5 169 130. 217
impores [’sguu,uuu'—a; A5 166 169 142
canadian Market (5000;000's) a7t 125 359 404
Expocss = % of Shipments 0.3 1.5 .5 L}
Iepazes -4, of Dumestic Hazken 4.1 §9.8 47.9 4546

FTHANCTRL STATISTICS

1983
k|
1304
23y
233
64
333

w157

Hécanse of the alfs of ‘the industrsy; financial; aboeisetces ayve oot available

through s:yaﬂ;ﬂ.a ' Ganada.

REGICHAL DISTEIBUTION - 1542 RETANFIC UEEE: CWTARTO WEST
Zseablishmenzs = 3 of total & a3 3 13
Zaployoent - 3 ol Total ¥ 14 E1H i3
Sitigmedts = & 4P mogal i 1% 48 53
FOREIGN TRADE Tuia e, ASTS CTARRS
e —— ——— el M- ——— re—— —T
Ioporss < A.gf cosal 1281 S 75 13
14482 B T3 i3
1983 7 g7 &
t3dd(EY T a8 3
b EEC. AZTAC OTHERS
LLLLS =i} bl
Txports - % of Tetal 1381 1t 25 E
- | - 1933 72 a: 0
1983 BT 2 b 2
‘ 1384(2) 73 5 2 20
MAJOR FIRHS® ‘LOCRTTON: HNERSETH
[}
and-ag H‘In‘ea s, ALl agians ‘Zanadian
T.5, @righss .and Co- LEd. e, Ofg. angdian
Ridebut Wises Lod. tAtl., Obt.., Frairise Canadian
forgan =.5¢e Micholle Cellars Led mte, C., Prairiea .¥.
.0, GaS.

falons Wires Lt

YNOTE: Fiqueag ave rough astinated based dn domesdié markac ghize.and de

ndt includa zhe nori~domestic operations. of -taass firma.

(B1: Sstimate




COMPRTITIVERESS FROPILL
Hama of Bector: Commercial ?riu:ing

1. Struéturs and Performance

a} SEruetura

The.iodustry is classiffed uader §,1.0% 2311 and 281%. Iz 15 compassd of

escablishygents primazily angag&d in Eha ptnduction 14 pcinted leeoa, tegasdlass
9f tha princiog mathod uad. In:egrahad priating facilicias inm nrganizatians
guch 28 iasurance companies. sod governments, commonly ceferced o da in-figuaa
ptinning plaﬂts. ara axcluded. The Lpdustry produces a wide wariacy of sonsumar
and indudgrial goads fur all segments of the 2con0¥-  The boik.of Lsa ougput
lovelvae cusfom work, The lodusrry 18°an {ocegral parc af =he “frinoting,
Publishing and Allied Industries” yeciov: While a cercaim deyree of
incerdepandeace is pregent ‘bacween priaciag.and publi shiug. there aze natable

~d£f‘&reﬂ:as in the scrictires ‘dod aparations of thege cuo' Induscries.

It Ls us:imatﬂd rhat Ln 1984, tHe Cenadiag industry camprided 2,875 codpanias
thac cohkrnllad 3,000 astahlishmﬂnn$. ‘aooloyed abouc 31,900 peopls and reporced
shipmants valyed at . $3.9. hilllau. Gdtalogias, nir:ulara, price Lists aod gther
advertisiug ‘asCfat raprusented tha -aingla largzst producc £TOup, ac:ouncind iow
-‘ahaut ona~£i£th of the tndus:ry 3 uutput Ihe othe? fomimant product groups
ware husiness forms {15 par tesc) and periodicals ptinted for publishers &} par
cedt). FPinilly, the {pdustrty -aas large -lndirect employmant camiflcacions
through che purchase of rav materials. For exaumple, it coasumés dbout 30 per

jQEu: af :ﬁﬁ Caondian yrodustidn of printing, book and fiaa aagezs.

al:hnugh plaucs can ha found througnout Che 2ouwaALTy, the lpdustry is heavily

‘toncentraced in Onfarid and Quebec. While che fnduscry.pruovides {zparcant

auwplayment - oppartunicias: in-wmaller communities, pricting acglvicims zood co be

':au:ent:aced in che areas of High pepuldcion density. olanca Located in the

Tovpite: and Moacteal metropellitan aceae ‘sceount for about half of the {ndusczy’ 5.

-ahipmancs. The averzge prioter tenda Lo zarvics Lts lacal garket, oniy.

The . Induacry ia characzecized. h? cha presence af a larga nunba: 4F smail,
relatively labour-Lacenaive prudun:ian unity. Thera afa 4o sajst barriers to
a0try iafo che ladestry at thi fasll scala lavel.. Enughly Four-Fifebs oFf.all
plants soploy. fauer gham 20 peeple buc tegathar chey acepunt for ooly 20 per

‘zenf of caral abipmemcs. AC Eha gtlier -aztreca of Che acﬂle, tha &9 largesc:

establishmﬂntﬂ, ot abmut 3 per cent of Gha cecal, accounf for csughly half ad
the fnduscry's shipmenfa. At thé company lével, the Lour lacgusc priocers:
azeount for abouc IG per eant.oof il shipnants. Ten of choss 2irws are
coafralled. by communizations conglomacaces.

~Tbe indusrry i3 primarily Canadian-owned with -a sEresg ‘traditiom ol fadily

cwoerdhip.. 1t is escimated fhec abour & per ceat of the planes are Eoraigo-
ounad apd/ot cootrolled, primarily by Amacican interests aoid ca a Lns:er extaot
by Eritish lncsrezcs. Thaae compdiies fend o be larger-than averagé, and
nullectivaly :hny doizount Enrfabuut 15 par cent Gt tnduscryl 6 ‘shipnencs,

‘Non-residanc ownership 1s 28t expendive,la the graeting card and busioazs. *ar:

Eialdg. .

The izdustry iz nighly organizad Zrom & manageoent viewpal ac, hhrqugh cha
Graphic arta industries Aggdciatiom. Ics 637 agtiva members account far abouc
75 per ¢oac of che indostTy's shipoments- The .issecizcion affers icg @zmbers a
broad range of eduna:inual progracs. apd adminidzars a scholazship fund. Ovae
tha yezrs, 1i& has played a majar ole io oreaoting the gruw:ﬁ ¢ LBEs meabers and.
bringing chair problems dod visws rd che fitencion uf governmencts In Capada.

The geoneral scructures of cha Cadadian commerclal pr*ncing induatry paralial
those @f igs counrecpart L2 oost ‘devalopad natfiana.

h}-?arfurmancu

In -responas &0 generaily Eavuurabla warket condicionsg, LﬂduSCIY El Emplafuﬂnt and’
ahipment. lavels during che. pariad LS74-84 a:nand&d ac avaraga. anaual geowth

cateés af L.5 and T1.4 per ceot regpactively. im ‘934 the anustry has
axperisnced a pericd of rapid gravwth *nlluwing upon the Secedt ‘g pnomic
TeCE3gion. Concurtent with, chis growch nas Seen ché virtual Eigappearance of

- o
cbe overcapacicy Eihuatiun thac bad axisced since eazly 1982, During the pericd
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indér review, tha'commarcial priating industry nas performed hefter <ian Cha
manufacturiog sastoc. #ur example, {ts shaca of ail oaneiizcuring rhipn&nts
expanded Erom 1.5 !gér céne Lo 1974 ra .7 ser cdat Lo 19843 Gaoarally speaiing,
fanadian gra#th paczerma in shipmencs. and azpleyment id -the princing indus:ry
have pacallelled thasa in cha fntead :tatas.

Turing the pnriudJLB?ﬁ*aﬁ. axpercs of commercdlsl. ptintad products grew af a
faster.race than domeacic ahipmnn:s increasing theic ‘sbdrs 4f che indugezy’s
torsl output Erem:lad pes geng tdl 2.8 per cenz. Imports expandad ag-tng sama
tatm thao dnmestic ptoaduccion, as thaiz shazxe &f .cha apparun: Czaadian narhn:
femained at 4.7 20r azae. Yonetheleds, tha trade imbalanca’has: RLoW frao. §7%.3
alllign co 5221, Bu:l.i.].]..f.un. Canada's Erade in chia fleld 12 conducted primacily
with the Tnicod 553:&:. In 1584, che Udiced Scacas took 87 per cert of sur
=expntt snipeants dod supplied 33 per cenc af our impari- requirements- o
additiun, furaign]t:ada ‘Ls conductad predeminaacly by the ldrger prlioters. The
fanadian iadustry,ezparien:as ‘ita 5:rungesh competition in Hass-produced Loews
such ‘ag adve:tlsiug nacarials.

The soumareial priuting:iadustry has conaiscencly performed becter chao all

* panufdecuring: in terms af befere—cax profit on cecal loeods aod. af:er-:ax p:ufiﬁ

- oo egqulby. aa° 4 general :ula, small acd large priotiag apacaciona have dome
ba:ta: than cediim-size Firma’

The pagedtial mﬂtka: »f ‘che indusfry, worldwide; has be=n eroded. locrassingly in:

tha ‘last dacade by fn-houss printing faciliciea. The equivalent; value of
in-house prinaing iz Canada 1z agtimatad ac §250 aillion.

1. Stremgche god Hﬂaknesséa

8) Struerural

A& ip Canada, the OGnlted 3Tates printing induacry comprises.d large number of
small businasaea,.uhara tha fwericans do have a advantege however, is in she
relative slze of l.l-.u:!.r largest Eifmi whidlch aimply dwars chd largeat Canadian
znmpanlea. Far - axanpla, Tawdaun & Jodeg, Lhe largas. Casadizn printer, teportad
cevenue of Cda 5239 =illlce ino. 1383, compdred o U.§. 51,5 Billlon for e
Anerican’ caun:arpart R-R. Gonnelly & Soms. Jmail scale ip Capada is nrizarlly
a refleection af the small afza of the domesiic markec asd lcs gegmancatian, iaso
v Lipgniscid grnups.

The commateial p:inting {nduscry, warldwide, is basically a Tecglly orimmtead.
induscry,. ra:lactiug bech thé neturs of the prodicta and. the édppllecycusconer
telacicaships - ﬁs a resulc, trauspnrtaciau ia mot a siguiflcan: eoskt glement
for the average printer. The zenuigctering uparatinna ia the princizg indus:ry
da aot ‘glye riaa co sarious pullu:iau 2T healkh problama. Host employment in
£ha ipdusery {s ia the gidlled cacegary- Lo Lha laac Eaw years, Lalious aupply
has net basa 2 ma;ur ptqaLem ares for ‘tha indus::y. ﬂuiuu*zatznn iz =elgeivaly
high fa the induatzy and Lt Ras hean rnla;ively Erea of.sTTikes and abper fdrms
of labaug 5tri¢a. Many of. cha werik sroppsges thac have takan mlace have
paturTéd becdausa the ynilons- folc that the facredectijg af sechoeloglzal changes
would alcer oC elimnal:a jubs. Paper and lak are cha twa Ztjor caw. :;ar.arials
consioed by the induscry. N cticiedl acufcing dafficuleies have basn
mxparisgpced Lo the past: e years, althnugu same higher qualicy papar grades,
such 49 -coaced wgb=stock, hare been at timws ia ‘tight sipply.

Hhila celfables stariscics are ooc availlble to confirm Loy it wauld ‘agpear. char
tha Capadisn inddaery operatos ‘under cost disadvantages wis-3-via its american
caun:n:part io :ha aress of fion papsr prices labouy retes and pruduct;viLy
levalz. (o averaga, pRpar accounts for about 23 per-cedt of the [inal salliag
pri:e of ?rin:ad groducts.. ?rices for Canadianifine papar irades are et¥eed [
ca .20 nee cenc higher CHeo chay dre Ear si.m.tlar gradas oroduced in che Tolved
Staten. Wagas T@present Coughly” 15 par cent of the faudustre's: ralud’ af
sﬁipmants+ Tha Canadiau pr_nting indus:ry historizalily has had 3 lawar wage
BEruchura chan I.La American cuunter-;ar:, ‘hoirEyat, l:ha differeuua i Jages: has
de:‘iuad in zecent paazs sBd Lhera-are igdlcaciouns =hat 1im 1983 aad 1944, wages
1n Catads walw. mnrainally highﬂr. Thiz Lz due fo a farge expent to highar
inflarionary pesasures in Canada ind the higher ‘degrae of unionizarien.
Praductiiicy Eavil im tha sgeriean . induatry i3 esiimated t9 be L0 £o .15 pap zanc
higher tham Ehat) ln Canada owineg largely to the moce dominant mar&u: ‘woalcigrs
oi laTgaer. dcale i

\
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Amarican princers amd asszoelated lonzar printing funs. Howe,.r, glven sgqui-
vslant msgufacturing Eaefliciss, Camadfan pricting labeur fa géserally as
produccive ai American labous, AE presast, these casc disadvantages ara :
offsected by zelacively high Cagadisn rariff batriers.aad a favouradle ekchinge
raca,

as a genaral rule, che lavel gf sanagément sapnlstizatlon in che-Canadian
ﬁriﬁ;ipghinduscry inoreages with tﬁp.siaa gf the fira. Ia :nst.insian:Eﬂ.
larges firms sre managed by professicnals who tend co employ eifective manage—
ment ayatems. Small firms teéfd kS Be owoed by snireprangurs with praduscion oc

‘direct aalling bdckgrounds dnd littla axpariencs in gthar funcclong.

Cansaquantly, magagerial declsigng -ars fZequently made By instidet. However, iz
13 genersily rocagalired chac, on an equivalent yiza basis, managemeat.chazac-
ceriscics. are basisally atmilar in bach the Capadias and american princing
{aduscries. :

9) Trade Jelated Factors

Cagada, like west daveloped oacioua, provides duty=free macTy 6 periadicals,
aewspapers and hooks, whether supplled by publishérs at printevd. For mesc.aof
Ehe remaining princed producta, Cinsdlan cariff vecas are usually highec Chao
chasa in {ts maia tradiog parcmers. Wich final implementacidn af’ the staged
ducy coductigus comlng under the ¥TN dn Jaouary L, 1987, Canmadian tariff races
will averags over }U‘hu: cent compared to- 3 per cent..far che Unfted Staces.
Excepc for gaveransnc procuCedsne, Chere are oo sigiliicant noo~taxif? barziaes
affpering Cansda's trade in commarsial primted aroducts. Coamercial priocing inm
not coversd by tha MTN agreement an Governmént frocurematc.

o) Techuongic;l-Fantara

In terms of mamifdecuring processes,. the commatcial princiag lnduscey, wGr Ld=
wida, generally relies oo supplisra df machiasry Angd aquipmanc £d ariginate
rechanlegical. developmedta. Jecauséd of the exlstepce of zeveral competing
printing methads, sxtamsiveionsgeing vesearch aod davelopment programs ard
condncced by cheae supplisss o drder td saptiute a largée share of the market.
Mas§ efforss in tha last [éw years hava been dizecred at fucthar gutomacing the
pracedses and lmpraviag-the spned -aod affidienqy of machinary aod equipmant.
Thesa new ind mora gophisticaced meanfadtyring technokogies are available om-a,
vorldwids basfs. 45 3. resulb of.these tepchnologies, tha Loduagry ia sléwly
snifting from a labour-intemsive, eraft-orieaced activity k4 a capibal-
intenaive, technolegy—brizdfed sactdr.

GEuatallylspgakiﬁg!:fhn}ﬂaﬂaﬂian ipdygery has kept pace with ica coumterzact
slmavhers fa the world fa moderclzing:its manufagcuring Facilities. Im

‘partizular, =0st large Cansdidn firms use state-gE-the—ari cachaology: Eor a

awzbar of radseds, incluging ecouomle and marker facgocs, the Tata af Lmplapan=
racicn of :ughnﬂlagical’Lnnqyatiuns:in guch slower in smaller ﬁixmﬁ-iﬂ ;anéda 3
4all ‘as in other developed counirias, Howavar, tha raldcively small size of the.

.domeatic market rascricts the priotisg lndudcsy’a ebfllty ta- acquire some bighly

.apecializad and expeasiva tachpolcgies, such ag ia-line finfahidg equipmant
which oecsmsicate very loag pring cute to be oparataed econamicdlly. With the
notable sxcepiiod of Businasa form.pregees, maaufsecuriag aquipnént uaed by che
Canadiin induacry gust be imparted. Generally speaking, thia agulpmene enters
fgnada duty~fras, '

4, Paderal and Provimeisl Programs and Falicdes

Sovernmeng invelvement ia the Capadian’printing fadusery chrough -specidl
‘poagures iy sodest, [nskaad, horizencal poiizies in the zreas of caxatlon,
kariffs, public orocuremsne, poatal diseribution, culture dnd copyright and
narizongal imceative programs, such as CIRB aud [EDP {mpd lzs predecesser X0IA)..
ara those that have had the:stromgest iaflusnes. The use 3£ chaso lacentlva
nragfams was - CascTaindd la i983-94 bacauge of-a serious overcapacity siguaclam
withia the laduatry. .
Gdovernment depa:tnguts.and\aggnCiaﬂ ac all Levela, federal, provincial and
munigigal, are major usars of princ matarials. 29r amample, iz 1984~-83, che
Departmenc af Supply and Services purchased §150 milliea wobth of grinc
wacerials oo behalf of the fedaral goveramenc, 0On Che ochee hand, che federal
and -3eversl provimeisl govermmencs ars sngaged 1o nrintingg acciviciias; as Times,
thesa activities have had in adverse Lmpact da privace jacior. princard.
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it i3 eatimaged thal dbout ons—qaarcer of the priacleg: indugery 'y oucpuk 13
ul:ima:aiy dis:ri?u:ed through the postal ayatam. Canssquentiy, changea in
pastal raced and regulations ‘ind wmail disvupclods hava an meur:an: faflusnce an
suvardl sagmencs ?: £he printiug industzy.

In the lasc dacada, govarmmencs in Cagtadd have acved on severil fronts co
progote the grauth of pariodical and sook punltshing An ordaer te :edu:e foreign
:cultutal inf;uan:e- Camaerelal prin:ats in Canadu hava henaficiad from. cas
stteugthaning oF Ena publishing industxy. '

Mgy of che ptuduuts minefactured by tha commercial princiag’ (adiscsy arg
subject £ pcavisiuua nf cha Casadian Copyright dcc. This Ach s the lagal.
xpregsion of thz’righcs graaced’ by ’1:114:4:: k& £re2abovs o afptact Chaik
worky againat unapchorized uge: It came lmeo force in 1924 -and: na majsc
revisions- have sines beeu sade. [In L9864, the goveynmenf lssued a Whice Zpper
antitlad Ernpnsals fec the Revisicn of che Canadiau Cnpyrighn AsE™. AL
presant, this ducumnn: Ls baing examined by the Bouse of Cosmons Scanding
Commlttes on Eummuni:a:inns agd Culrure, Some af the chaoges can:empla:ed, such.
‘ag ia. Eha ‘irea ol uwnership of warl ariginitad Ay -an doplayne, vould fmpger
'nEgativalj on the' prinking lodustry. On tha :wthar hand, @cher propasala co
batter profect c:gaturs would assisz cha pablishiag induatry and fo Curt tha
printing induat-yr E? way ok nanparisnn, the copyright lav 'io ¢he Taiced Staces
‘van- completely revampaed -in cha lags=70's.

We commisaloned Stevencon § Yelleg Lo 1975-75 ta undercake an lo—déprh scudy of
che indysizy and wﬂ published & sector profile io L977-78. Sebgequently, an
Laduaéry Caak Entaa #an egtablished to revigw tha profile- apd farmulaca
recompandacicng Eor concerned action by govermment, 1udua:ry and labour ca
improve tha accnunic pericruaata of ‘che- sector.

. Evulv@;g-anvirnnmﬂn:

AS indicated previuusLy. the ipduscrr manufan:ures a wide ?ariaty uf afoduccs .
Markec’ demand ur’th&se prndu:ta is Luflunnnnd by 8 complex and intarrelaced mix
‘af fdetors, Ecuunmi:, decograpnic and accialugical. In' the =edivm tarm, goma of
-tha. forces.thar can:ributed ty . Che capid growth .of. the 1aduu:r? during ihe
savencies- are Expectad to péderata A dCAd extedr, :utahly the race of popuda=’
cica gruuth whila others wiil continue to have a. acrong. pogiclve ezfect. sualy
4% the amount of 1ciaure cima. Hnwever, che fext Faw years will b#iog Lo macu-
riz7 @ number u!-:::hnolngical davelopments in uuu-prin: merhoda; af transalzcing
and stncing laforsariom, which will adversaly acfecE sore :n:f.ul:nd proriul;r.s-
'uvetalL fe L3 p:ojectad thar Canadian demund over. the mediug term will ZTDOW AL
a ‘gomewhat wore nodevate lsvel then in che -zeveaties. Finally, the potescial
markec ahould cogfinué co be e:aded by lo-house prinedae. plancs,

do the 1ntarnn:1nual frong, toe United Scacea should coaclaus tu affar ralatiwe-
Ly good puEEu;ial For Canadian péingAvs ovar tha 2ediun term:gn che basis af ao
siinifizanpt nhangun ia the valus of che Canadian dollay,, Gaw:e:seky, iupore
prageures fram the Ooiced. Sta:es are ouf &xpecﬁen to zedératz. The sampacivive
nﬂﬂitidu af tha indusgry wuuld dacariszzte ahould zha Canadian dellar
appraciate.

With the vaturz of battar markat caundicions io 193& capital axpnudinuﬁes by ¥e
princiag industr? have plcked gp in the latcat gart of che year, plazing che
lodugesy ia a 5n¢d pasition Eo capltalize on Ln:xeaand aatkat demand ip -Canada,
and abtrpad. dm :hu ocher hand, therz i3 grnwing zoncern #ichin Khe induacr?
thit the aumber n: lazge p:inting JredsEs thag hava baén - iostalled recently or
chat are :Lannedf could reduli -ig: overcapacity and p:ice#mu:ting gractices iE
tha de«ann&leratinu uf th& Horth Aneri:au eeunddy cwer the faxe few Fascs L3
JtrooEeRs :han cu:tantly prnjantad.

nar+ing iuvaznmeut Lntatveu:inn it is'an:icipated chat there will sontigue =a
bhe am uver increas og concgniration of doduazry's shipments among tas larger
Ei:mz. tchar zhau coated web-dCack paper, oo <F =isieal shorciges BE paper ar
otheE raw materials eurrantly. uged by the princimg [adustry acae. expected iz che
madiom EEID. aimilarly, the imdustzy showld have oo major sroblem in atcracsing
adequacaly L*ainei wnrhars. The. Iodustry 15 3 small erergy <onumer and
Zoderats LAcresses in egergy priced would oo affege ips Zompecdeive pasiciad.
It i5 zaeosrally kellevad thar o dramatic devilopmeats ‘Lo manufactiyring proge=
gaag utili:ed by che ladugtry Ece likely io eccur ducicg che next five yesrs,
sud’ ghat. che ma;u' enphasis wili be:om cafinioe Exis:f1g technokegies., ia:
particuiar, elacerdnics and computars Wwill contidue ci-geketrapid iareadd into
pti1tiﬂg plants af all sizes bringlug innroved speed, 2fi{cipocy and accnamy
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5. $Somperlitive Adsdgament

Tha commereial printing indusery werldwide Lz basically domedticilly orfencad.
iadar the preaent taeilf st¥uccuce and axehange valez of the Cagadian dollae,
che Canadisn priacing Lndusnry i= aale co compete wich ita Ameridsn -countarparr
Ea- spite oE <asc dizadvancages 1ln :he ‘areas of {ine papef peices, labour ratas

apd produceivicy lavrgla.,

Howevar, Eha cariff proreccicgn Will be araded

graduslly aver che next few years as m césilt of che last ¥IN negeciacions.

There {3 seope for laproviag the Loduscry's leval of

fotErnationdl

campaticivansss through Eurther raciuialization ind ‘specialiistion mod Cheough
accass to adagnace suppllee of paper at incormacicsally competitive prices.
G:hnrwisa, “a numgher of fiema, sactliculirly a¢ Ehe medici=siza lewsl, «ill Elsd

Lt lncreagingly diSfioul:

-3 adjuat o growliog impaort competlitlon. Furthermora;

the Llodugtry shouid lserease Ltd efforts co ddencify ‘and exploic expovt market
a p.pq rrunfeieg .

Furthas trada liberaliZacien could conceivably rasdlt lo stfonger impoet
prasgaras that could have tha pacantial k> advaraely affesr cha scruetures af

cha Canadiap printing. industry.

aasd a pariod

Oader chese circumacacced, :hn indugtzy wdyld

of adjracmenc.: Thd nagative impact aould, Howewer, me martially
sEfger br copcngrent liberalization of trade in fine paper. Furthar dsnalysis
would Ba required Co gaugd the patential fmpaas ‘of frear ttada.

Blaarically; Ehe Conadian induscry has percaived tcsal? as being
agcroprenduridl aod has laoksed to tha merkac place Cor dagae=ionacica of LiC3

health and geowch.

Givea its ighagbnc srreegths, both iz ferma of human 5nd

:1nau:ial feadurcas, aod the zeterally Savourabla market prospects for fca
productsd evar che wedium term, 1% is balieved char che iodustty afiould be-
capable of adjustisng sucs=ssfully co che ¢hiangiog conpdtitive eAvitonment.
Ganevally spmaking, it should ba ablé tp overcoma 1l copseralnis oo IEs 2wa or
wichin existiog Ecderalfprnvinnial incentiva programs. Mors than aoyching, the
induatry Taqulred che ::eatiqu by ° gu?e:nmgnts in Canzda of the Tighc wconomic
and goclal aligake fou privato businegass o exide and prosper
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FACT STCEL
v A
HAME 0OF SECEOR: COMMERCTAL PEINEING _ 3.T. _.a) COVERED: 28tl & 2819
r . | i o
Ta PATAGTPAL STATISTICS 1950 1281 13az 1983 IBE#(E]‘
Eatibiishosucs 2,428 2,651 z,70% 1,882 3,009
Employuent 50,991 53,0l 3L,483 50,143 51,000
‘Shipments {Smill.nus) z.675 3,139 3,227 3,430 1,834
Grogs Domestin Erudu:: i
{eonitant 1371 Satllicas)(E) BT 676 54T CEXS 743
Invesrment {Suitlliona) : 1a5.2 15245 129.0 133.7 19244
™ 'mm S'IAIIETICS.
Exparcs (snillians} E ., o 6@ 8] ) 111
Domeacic shipmants {smillions} 2,313 3,079 q,1leé ¥, 734 1,743
Imports ($dillicms) 2%z 7T 254 173 432
Canadisn Markae [($millioua} 2,948 3,326 3,48 3,633 §U73
Exporty = 2 of shipmgn:s . 242 1.3 2.4 2.1 T.8
Importa - % of dowesclc marcket 3.1 Tok T4 Ta7 8.1
Canadiin Sharcsa- a: Taternacional
Markez (%) 140 1.0 1.8 1:0 1.0
Source nfllmporﬁs £33 .
0.5. 8&.0 B4.2 B5:3 BL.3 B2.7
E.EC. " o 9.3 9.0 8.1 £1.8 10.8
Japan. 1.9 .6 I3 L) T
Tagtloation af . ’xpurts {ZJ
U.5. 74.0 75.4 7549 83.7 87,3
EuBula 3.9 &9 9.2 Bel el
marfakia . 0.7 .l 1.3 2.8 1.3
I.  TRADE RESTRAINTS TYPE DESCRIPTION  COUNTEY
EEPEATS \ \ _
Tagiff vArions
HTB Governmenk varioas
! ‘ProguremEnc
LMPORTS ‘ . _
Tarlff various
l HTB Cavermnment” zaricus
Procurenenc
L QUEBEC GNTARIO PFRATIIES Hal.
- Eacablishmencs {- I a8 Toral 3.8 in.L §7,2 13:3 5.3
Englnymﬂn: =% pf Tocal 1.3 28.8 LZ.d k.1l Al
shiomancy = % a: Tatal 1.2 3l.0 S0 4 1a.9 6 4
‘Gapsentraciom
. e . A LEBQ
Ja MATOR FIEMS UEHERSHIP LOCATION OF MAJOR PLANTS 4% ax thymenggl
1. Lawdoun a Joasd Tade Meppt¥eal, Toeroncs, Londan, Tan
' ‘Wiond.peg
2, Zoutham Frinping Canadiag Candida, ﬁnn::eal Taronta, 5.0
) o ) o durmahy
3. Retalds-faderaced Cadadian Moutreal, Toroncn, C=lgary,, 5.0
Fancouvdr ' .
4;i Mpara.carp. {Gdn GCanadian Seanceyills, Fergus, Tredtod, t.0
uu:pu:} Tacenta, Yancouver
§.  FEUERAL AND PROVINCIAL GOVERRMENT PRDGRAMS
FROGRAN “ T AMITHT BRESE
¥4 speaial 4=5Ent1va srogfams have besn develuped to aasiar the lodestry
cCRALITE

Caznadian Copyr+ght AnT Law Aot apnl‘:able Protect-
!

{T): Escimace

B
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SECTOR COMPSTITTVEWESS PRM 3

HOUSEHOLD FURNITURE

3irucrars aod Performaace

The Canadisn housalsld furmdzurs manuﬁancuring FREEGT inzindes. '
eatablishmoats prinurily sopagad if the manufsctups.af furnitura peaducts
for weaidencial or household use. Tha scccor is Adengifiad as {1980

91 251 = Housshald Fuzmfzura Induscries - and 1s futthar ‘divided takz =
SIC 2611 = Waad Houaeheld Furalture Ioduatry -, SIC 2612 - Uphnlstered
Househeld Furniture liduatry - and SIC-Z6LF = Uthﬁr Eausahnld Furnitura
Industrias.

Wood furnlture actoutts. for aboue 30T of secksp shipments, uspholscared
furditura abeat 357, witd Che teoadimieg 15T congisting mainly of omecal and
plaseic furpiture producig.. Io Canada, che bed dpeing . and maccress
indugtry iz a part of SIC 169 « Ocher Furditure and Fix:uras - whareas Lo
tha T.§., 16 18 & part of che housabeid furniture grouplng.

In ‘tetal, che sector accounca for aonual shipmants acounting Co

81,4 billlinm sdch: nmpluymgnt of whaur 24,000 perscug. Tha ?urtinu of
ghipmencs deafined for expote aerkacs. ia & oo & whila 133 ths domescic
markar 1s satisfied by Loports.

Tha a::ivity o :ha agiztor {3 aqual te 0.7 of che torzl of the wovarall
denastia: mepufacruring dector ia terse of anoual shismadts. and L.4f whag
mesatred by emplo?mept-

Thet industry 13 camprised: ef 915 astablishmancs. Iaca:ed mainly {2 Queber
{45%) and Ontario (372). Io chede gwd proviacés, ‘tha-'pladca are mare or
leas equall}r distriputad bﬂtwm ma:rapcli:an aregs dod Sadller

commraities. Gwver 69% of tha eatablighzencs wmploy lasa chas 20 perscns

dnd dcedune for LO% of shilpmants while 7% of astablizhmanta -=pploy 00 az

more and account for about 50% of si:l.i.;u:weuts- About 5% of industry

-ahipmenta origimate io Maniroba and the degt or i3 important ca that

Prowingca’s economy.

Indué::f’ahipmaﬁ:s, in ecopatant 1971 dollars, incroased 5% during the
period 1971 to 1983 rﬂpreaenting an aveTgge apfual growch af L.&X%.
Production copacity ucilizatinn 1o 1983 was aheut §5% -afger a reduccien to
38Y in 1982 while cha average for 1981 was BOZ. Turing- chis pariod, ctha

‘sectoe's acilization rate, whilae Enllawing Ehe- gedaral credd of all

wanyfaicuring, was cnnstan:lr liwar.

Thn {nduatry has #egularly generaced amuual prufi:s oyt tha oasulelng
finanéial returas hive oot pade the sector an'attractiva lavestment. iIa
Remeral, Imvestmenc in the ladudcry’ has besa low felacide to Eotal
ioweatmene in- mauufacturivg. Lo recenr yaars, the lonw tara debe to
equibty  cacio io: cha Eurniters iondustzry has bean azbgut Q.13

Screiyche and Wealmegsea

.a) Structursl

Camarally, Cha furniture fndustries id majer furniture pepducing
eéugtries, such as cha. T.3., Sermany.: Franes, che T.K,, Swéden,
Denmark, ITtaly amd Cannda hava sinilar 4CTuéLurel characteriscics.
Far &znmple, astahliahuan:s with an&: then X} employesg azre [0 Zhe
majoricy and olancs employing more fan 100 are’ leas than 108 of the
rocgl tut adcpunt for more cham 0F her cemt of ‘baeal eurput. .ilse;
in general. furnituce- shipmancs acogunt fur lesd. than aae. par ‘cegc of
the respective G§P. In che 9.5., thare are some- L0 éstablizhmoncs
with Zare chas 500 amplovéses wheress la fapada thera is one.

Dafa trom boch che B.8. atd Canada suggest chat produccivicy does oot

‘aiwoya wary diraecly Hith size. Thare 1s evidenes that =fficlencias
gre also achisved by {irma, both large ‘and small, that Focus 2n
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ﬁ:&duccfspetializa:inu and 3caadardizacisa. Hevever, ‘ln Canada tée
ofcan nanu;a:nurets, in sarviog tha small domeskias aarkac, hava baan
unable Bﬂ henefi: Eram prnductinu s;cciali:atiuu sayings as Ehay
prndu:ala vida range of producta’ ko malataln rezscnables voldzes Qf
prndu:;iuu. JThis.places the Ganadiaa 1udustr¥ at - «dizadvancage
compared to . 5- mamufacturers who sarve g.laige damﬂsnic mariket and
tharafore iz ‘ba zore seleceive in tHalr p:ﬁdu:: tanges- Tha Canadian
induscrT's ahility ce compete tith the 0.8, indus:'y iz alsa affncted
by bigher labour, matsvial and transPG::a.ion CagES.

Cauadian mﬂnu;a:turﬂrs ifmpert up co 50 per cant of fabrig raquirnmnn:s
as wull,a: suhatantiaL quancitias af lumbBer, Eiuishing materiala and
Harduare. Wich the excepeion of lumber, Ehoge carry dubigd er Ledst
aa highfaa tha and product and o the case af taxtilas, :hny gagefimsEs
are. higher. In fhe T.5., materlals 4re alomoat enkirely from domeseic.

. snurcea.dith tha exgepiion of ezunic yoad spcci&s

Intarnafiunnl'Trada Belated Factors

Hun—:atiff barriers are not & aignificant factor ie intermatisnal
LT=de 1u furnikure. prodock.

- Moet furpicure imported inta Capada is c_asﬁified to oo of twe gbain

usriff itenﬂ depending upem che chizf :nmpnuen: ma:arial. The rate
for furdlturm in chief part by walue af gerdl prior Co cha Tokys cound
wna 1?-51 and will be 12.5% in Janpary 1287. The ducy for achar
Purniknte, tieluding woid, fs baing :&du:ed from20% oo 15%E. Thesa
levels of cariff have. pfoceeted the. Ganadian induscry againse
increaagd gozpgatitlon fn the desastic markef. lmporcs of housénold
firnitule haw: never acowmuntad Sor wore ‘Than: 18% of tha Cahadisn
market aod In 1933 chey repredenced 15%.

There i cprreatly & shift ino che urigin =14 L:part&d furpicurn. The
Tuitad S:ntes, whdeh a::ﬂunted for A% of all Cynadism Lpares ig
878, had irs ghare sh:ink ta ﬁ&z in 1943 wtlle- imporcs Srom dslan

caun::ius hawe grawn from 3% 1o 1976 co 20% in- 1983, Hascamm Euznpeau
v:auntries’ phare of “{pports ilaco Canada have romained celativaly

acable ag- ‘M Ep K. Tha growch of 1mpu:ta froc Eu:npa and dacresse
Frem thn n.5. have :uinuidad with cirrency a::hange rata chaogws-

This shift in ke origin .of imparced furniture is alza’ indicaniva wf &
‘g:rengthaning Aategn lndustyy —oacly iz Taiwan. anuth ¥or=s, dlagapore

anid :hn Fhilippinga. &0 mdecermined quantiny of furniture iz

'iugnrtnd frim these countrias an :nm$nuent$ at varyiog stazas af

mauufa:tura for assembly-aad flnishing la Canada.  Far easterm
develﬂping ‘epunktles are alsa makiug igrgads inta’ the JSA Eurnpean

amd fapaness mickots. The=e mipocta from Adfa to Cameds ire

gart_eulazly scrong In wooden dlaglng rodmcwhera they accoudc for ocvar
31T af ‘all Capadiaz fmpgrcs i chis® cammodity-

Canddiasn experta have gaen directed co che. Uoizad Stntes im a
urnpn::ian of abour 20Z to 90% over the caac five years. although fca

ralacive Loportaocs decTdased. slign:ly from 19?8, chis cauizTy .Emains

by far Conada's mais exporr markec. The Eipal’ Lates 2f dury imfoaed
o Canadian fufniture: éoterthg thé T.3. will rauga paCwaen 24 .and T
as of January 1987

Iechnulagical Fﬂctu:s

Ungil ver? cecent years, furpituca mapuiacouitdng technolagy was.
considéred quite macure amd advaaces were oafzisal ewd mainly theough
toel ldprovement £or spoed and ptecizion of ‘aparacisn. The ddvent

of -digical concralicd maehipas Zor apa:atinnﬂ -unh a3 gubtomecis
snackiﬁg, camnsl cucting snd luoher brask-out fa 5Scarting co Have a
pusltive impact on goma companiea Yhich are gradually acqueiridg ‘this
technolugy. ‘Taid mbdern machiner? and equiprent 13 svaiisbla o the
industr? _b:nghcut the aarld e anl? larger Factories have
suf‘icient :rndu:.iun ko henefin frém <he invastzent Tequired. s a
*asult ‘famadian -actaries in ganeral.aza noc as cachaically advanced
25 thnaa in the O. %,
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43 ﬂ:ﬁar Factora

World. mirredcy sxchatgs fatgs have had a. signifi:ant beariog oa
,furuigﬂ tfadé {n furnicufa- Eoport presdures axparisoced by

\Eanad}a;,mﬂnufacturera froa the T.3, wers greatest in the perdaod
1974<1975 vhen the walius of che Canadias dellar Was high. Alss
lopores frem Zurope have enjoyed a larger share of cocal iupnr:s R
Hacth Aaprlean curredcind have :strangehened duting the pasc twa ko
Ehraa YOACS -

Zaderal and Provincial Zrograws and .?alicies

Federal zovernment asglstance programs which .apply ¢o sll manufacturiag:
-ipdustries hava baso wsed By the furniture fancor. Flaancldl agsistance
has beén provided £o hauaehnld furnicura manufacturars uader che Faroer
ADIA, CIAR amd. L3DF programs..

‘The Goverssant’ has alsa heen«a::ivn°in suppaciipy axparc dnva-npnént
:hruugh tha Program for Expurt Market Development .dud Ehe ErnuntinnaL
Prajects Program. This supporlt has been diteciad nainly te the 5.
market,

Evolving Emirlronmenc

danad oo feally axpunditu:as an furniture gnd fxturas whidh hgve
remalasd Zaivly conncant over Che past desade, in id teallseic fo assuma
that the growth of tha Cenadian Furnicure metket will follow the

laeraasa o cha ouabsr &f famdlisg during The nsxT can years. Decagraphic
and an:ial comeideracions .ouch an the “baby buau ;. the aglog .of the’
pnpuln:iun, cha spallor size af* femiling faeluding ‘thosa-wich single
paranta, tha tedared alze of dwellibgs maialy dn urban areas, ‘etc., 4o 08c
sesm o have affected tha tuyimg pacteern of the, comaumer la tercs ol
avnrall volume. In i3 qulee paasihla however Ch4r. in cha- futyre, wichin
the awerall quincicy ba Ba purchsssd, there may b a -shift from ooe Type
of : Furniture. to. dnothar 2.3, mate @all unics, mndul:r and tnnckud-dnan
furndture, fawer cﬂmplEtE taca settings acc.

n:nuuuic comgiderations such an kigh inrargst rated aod high uwssplayment
a9 was e:pnrian:ed in 1982 #would seem kg have mare izpact oo che market
than any acher factors. High fincruacion in thege deonomic fadcota at any
paint during*:he nexr decade gemld Bave shoer rerm-effect oo the markec.
bt would unlikely affect the wwerall long. term “rredd.

With the gradiial reducciod of Casadiao misiffa undec, the $ATT,. Canadian
Furnicare will become 1:::easingly erpoged £3- 1nterna:innnl :uunati ioa-
The zapid growth in izports fTom Far Eaat coyntriss over the past sevarsl.
yaars is imdicacive of. a pacsatial fhreat 1n cha g@edium to ldng. term. L=
{3 a knowe fact thac Taiwam, Souch Rbres, Alagapgre and Ehilippiuas ATR
developing aef ficiens iorndTurs manu:ac:u:i:g industrles Zoe tho purpsae of
expurting- Thia petcacial chroatc ig hpwewdr Lipitad-by the typas of
furniture T thny zan Expurt tg Catada besause of the diatance: andg
Lrdpaportation. LostE. Cagadian matufaccurers may have to bedoma
aageoblars of Imported parca for some categpries of furticure or
cnunan::a:e on wera profltable lines.

Hich 4 conrinuacign of chis pteseu: value of- cthe Capadisn dellar, thece
will ba-opporionicies fon Catadisn mada pruducts ia che O. 5,

It ip expectad thac advancad ctechnolapy will hecome in:reaningiy lmmortase
in Furnicure production procasges.

inadlh
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5: Campeﬁi:tveﬂeﬁs Aogzdsment
|

0o a nun—:x:hnnge tote-ddjuited hesis, Camadlan furuiturn manufanturars
ineur higher labour aod materfal coafs tham U.3: ‘producers. Ia addicion,
cdus Ea the st&u::uru nf ‘the iudustx? apd the aatkers, sarved; r.z.
maaufEaturecy ame battsr poaitioned to éffect -l Faviags :hraugh laagar
\prndu:tinn -Tuas, prudunt spe:ializatiun and usase oE .mare ‘modafn machiaacy
“amd equipment’ A% a TReult, ir is es:imated Ehat a>piece of fuzmiture
manufactured {n che T=8. would Be 20 °ta 25 per cpoc lexs expdnsive chan LF
At were produced in Canada. .

The gurremnk valua of cha Canadian dellaf and tha exdating differsntdial io
Canada !z .a?uur, in the cariffa impas&d by the U.5. and Capada hawve offsac
the cunpetizive rdvaitagas onjoyeid by 0.5, producats to the axtant thac ta
TOEC cAden’ Canadian products are competitive {n the.dovestic merkac. In
additian, dﬂmestic :anuEac:urers are abhle Eo cumpate in che RS- markee
with unique prudu;:a at prndugts ia-which - dnsign and quali:y arn a3 =uch
oC.cOTe 2 considaration as price.

To bhecome mnra in:arnntiﬂunlly mempetitiva and ha dbla co take-adiadcage
of future appnrtuui:ieﬂ, Canadian sanufactursry will need co redace chair
codts :hruugh impraved ocoduetivicy. Accelerated modernization, cha
adnp:iaﬂ of godatn tanhna;ngy and impruved markaziug ‘gfrategisa caking
into  agcmume: prndun:inn strengthe would lead of -uora yiable companies and
& atronger indus:ry. Sloee ‘compatifive predsurss Irom Asls and Che O.5.
wiXll cuntiuuu and lderease .as trads hacopes woca Liberallzed, Canadian
manufActulars wiil need o develop esport arkety in order .Ca hn able Eo
benefit Erom ithe “ecouvmies ‘of sdala required for moze afficient
nparatinna-

Fimmg ‘that are takizng ‘adwvancage of che pfassac economic :ondiciaus .
davalap - expotts co nafgaze productlon relamas zay ‘he able co ad juak Eo
the evulving'anvirnnmnut And émarge comgatitive in at lsasc tha Herth
Ameri:an market-

PREPARED at: N -.-f;, -3, pA
Purniture I'J"vi.sim-
|

APPROVED 3T:. L,,, //

rﬁa ansumar Froductcs [aduscrisas:
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Departoenc ¢f Iegicndl Tondustrial Txwanalon
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FACT SHHET - BECUSEHOLD PG SUEE

1. Priscipal Stactsties

1871 1930 1951 1982 1943

: I Establishmaata 81 B4 0L 917 SLS(E)

_ ‘Emplgymant 22,114 25,483 27,285 22,913 24 ,000Q{E)
Shipmenss {§ willigns) 338 L84 1,335 . 1,iLZ 1.407(2)
Shipments (1971 conacant

: § aillicna) 338 501 514 195 445

' Exports _ 18 <4 &0 i3 39
Domnstlc Shipmenks 370 L. 11 1,275 1,046 1,318(P)

‘ Lagerta ) 00 Tisk 75 224

p Capadian Markot 401 1,318 1,529 1,223 1,342(F}

I Exports - X of Shipmenrs 4ull §.0 &4 fal £.3

% Imports = T af Domestis Harket 7.7 15.2  lB.6  a.h- id.A
Shipuents 4a X of Tocal Manui, ' _

Slli;rme.n:a . 0.8 0.7 Fa7 ﬁ-ﬁ 07

Implogmeant 49 3 of Totnl Manuf..

Emp Loyment 1.4 Ld L5 L 1.

fé} - E;ti:a:gd
{?) ~ Preiimivary

Tr. ‘to ¥r. 4v. § Chesge

197171951 198071983
Eatablislmenta 28 2.7
Employment 2.l =3.2
Shlpmencs . CLANE L TH
Codarant § Shipméacs 1.9 =l.1
Exports 1.8 T&E
Domadcie ShlpEmacs i0.9 3B
[mparca 1&.9 3.8
Canadian Harkéc 11.8 5.4

Z. Eppiaaal HacTibgtion
Atlaneicz  (Qdebes  Outaria  West

‘Estahlishments ~ X Tetal 3 &5 3 LS
Eoploymenc = % TFotal. 1 k] Ag 11
Shipmancs — % Tocal L A7, 30 12

3. Foredmm Trade

U.5. ‘Wear. Eurppe asia  Qthérs

Iaporta - % Toral L3981 37 20 17 Gl
' ' 1982 52 24 18 3*
1983 49 27 0 47

Zxporca — % Tecal 19EI B i2 - 3
1982 B4 3 - ]

1243 . 92 3 1 4

*Princtpelly fTom Zastern European Councrias

. " :
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‘SEOTOR,. AMPETITIVENRESS PRAOFY. .

OFFICE FUANTTORE

1. -STAUCTURZ AR PEIYURMARCE-

trha Catadiad office Pypniruré manwiancouriag- sector An¢ludas 2atablishoents
angaged i the produccion of métad, wood and giher wffles jurmiture. The
gacror la idéntifiad. as (19807 SI 184 - Offime Pyrnicuré Industriea = and iz

furcher divided [ngo SIC 2641 - Motal Office Furnicura Indyetry -~ and
51C 2649 - Dfher Office Furnitura Induscriss.

Mecal office furnicure products cposiscing aalaly of desksd, chairs asd Eiling
*equipmnu: currently acesunt £dr 351 of the sactor'a shipmgn:s, wond , and d:hﬂt
pffice Furmiture JO% apd screens and papel sysCamd about 134+ Eur:haaers 14
theas praducts ara zalsgly: corpocatibns,. {nstitutiond and Zdvermmencs for atl
types -of offica apzce. Domand, cherefore, depends tpon’ naw commezeial
conatrustion; tecrofitting aod large scdls repla:emen:s.

;In tatal, the sactor dccouncs [or gmual - shipmenta af 5530 million wiz h
empleyment of 7,800 parsons. ExpoTtls play dn 4ncreazingly significan: tola-

ind im 1983 amnun:ed ke 522% tiliion or 42% of Faccory shipgents. Icporgs
zacisfy dbour BX af Cthe domosclc markat demand.

In farms of the overall Caradicn memufacturing ‘sastor, offlice furnifura
activity 18 minimal reproseoting less tham gme half nf cma pat cent of ‘toeal
manufzerneing shippents and Emplﬂ?mnnt-

as im othet sectoga af ‘the furniturs ‘ipdusecy, the bulk of offlce furnituza
papufacturers can bé classified in the small ta madium 9ize cacegory whad
vigwaed from tha sspact of Che mumbeér af amployees per .Zorsblishoeac. Huuuvar,
vhen compared with Ehe, houdahald fnzpicuce “lodudesy, thera ara ‘gbout twlce aa-
Aany employees par estahlishunt.' In 1932. of cha total of 143
establichments, 162 og TOT. auployed laas tham 50 and accounced ‘for sabout 207
of dhipments. Fiftesn nar cent af che establishments gmplaved mora chan 10

and accountad for 52%.0f shipments-

The soccor ia maloly Canadian: awrned alnhuugh a number of the larze U.5. office
panufacturers oparate subgldiaries inm fanzda. In addition, somn of che macs
succusaful Cagadign axporters hava establisbed plancs ia the U.3.

The Prnvlncas of Quebec, Gatatia and Albarca have cradicionally supplied che
bilk @f sffice Furnitucrs wich Dncarie and Quebec being tha majors factpra. Ia
1960; fuebee sroduced’ 33T af l:m:a.I. shipmedcs, Onrario 4477 and Albdcta 22, 3¥
157k, the proportions were I7E, Gl% and 2% raspectively and la 198 wera® 221%,
Tzz“and,sz. In all of che poovincsa, magt. ot She iodustry ta locaied io
zacTapolitan drand.

-ihvar che pariod 197i- l?ﬁl, :he afELaa :urni:ura {njuatry experianced s
selacively stroag cate of graweh. In wonsgans 1971 dollars, shipmencs
{inareased Erom 379 willdon co 5150 ptllign for aa ennual gverage chaage of
+9%. This tate of 5ruw:h waa ‘higher than cha incraasa of the damescle markec
4a the portich af exporta -grew frda 1l& to 4% of swezor ghipmeacs -

‘The periad of" ‘SLToOE ETOWCh aaded wich che recassion in 1982 as caszercial
copAtTUction was cuf back. ia a-reault, 1f" is oscicated :ba: dompdnies ars

oo¥ aperatiog 4L 702 o 158 of capaci:y.

Tha ipdugtyy has _regularly genera:ed anmuzi profics-and 1la Tessnt -yeats -the
af er Cax retusng have been improwliog. The debr ta equicy ratfa Far che
geecar 1§ about 0.15.

‘2. STEFEGINS A HRARNESERS

aj Strmctural

e pffice furniture fndustry L4 :9imiles to many other Zanadisn. Induscrias
in chat it iz 3trnngly taflusnced by accivizias lo the U.5.4..40d ta a
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lassac extent by Eurapaau d&v&lapmgn:a. The prapnnderanca 14 small g
padiun sized companies thac cake up the Cansdian® industry la alzo a
aharacteria:i: of cha indu::ry gf other couctrias such a3’ the U.RK.,
Ge:nany. Franae, Denmark, e, In tho U.3. id ENé metal aid office
furnteture industries, ‘anmud] sﬁipmen:a gmount Lo mare than §2 billinn and
alchough there sre avez 500 astahlishments. thare i3.a highar comcan—

“tratica ratio thac in Canads:. In weod office furuituta, tha largesc four

U.5+ manufactuting nnupanies azcount for 32T of shipmencs while in merad

:office Eumi:ure. ttua s_f.m_i.lar flgure s 477, Tha fam: Ehae thass cwo

groupa af companies empley only LBY ard ST of cha feapectlve lahsur
farces illuanra:es the labowr pradun:iv‘ty loprovamencs that can reault
Erem ecunnmies of 'seale.

Canarally,. Ehe siza oF tha markg: ior. uffinn furpitgre fn fanada has &
licieing effEnt an the fire oé praductiau tuns and is noc-coaduciva to
acononizg ufis¢a1a. The development of export mazkats has -2nabled
=ampani&s :n‘in::ease woluned co, Llaproye productics afficisncy. Success
in ‘sxport markats £or Che mogt pert hes been tha vesult of sell.degiznad

-apd- qualit? manufa::urﬂd innnvntiva furnitu:e pradunta ia the :Ediun to

high pricn ranges.

I addi:ian to the compacitive dizadvantages from lack of econcnies of
acala, che Cunadian induatry incurs bigher coets due 4o hizher Labouz
¥agea and gaterial ¢nsta than the T.3. lodugery.

The competitive disadvantages confromciog the Canadiaa induanry havea heen.
aignifieantly offzat by relativel? high ratea of duty Gnd io mara racent
yaars, the lower vilue of the Canadlan dollir to terma of che U.S.
dellar-

Internatioanl Tride Belated Factors

Hom-tarisf harriérs are got & sighifiecant fdctor:in tntarmacional zrade in.
officénfnrnitura produsts.

Mgac furuiture imported - into Canada 45 classified to ooe of rwn main
tarifi Lzems‘dapanding upom the chief :nmgnnen: macatial. "The rata for
’urnitura in ciitef part b7 walue of mecal prior to the Takya: round was
17.53% and Hill be-12.5% im Janvary, 1987. Tha ducy- ‘For jacher Furnfture,
Aneluding vund. is badng- Teducad Ertom 0% to 15: Thiﬂ loval of caziff
procecclag gay have been idscrumental in apaoyraging che sstahiishoent af
suhaidiaties of ihruisn woed diouficturers [n Cgpadd to serve che
Canadian markat- Taparta of ‘affice furni:ure have baem: consistantly less
chan® 10Z. af the marka:. Erndun:n frem the Taiced ‘Statas have “agilafly
accountad for id axcess of 85% of Cotal impetta into Canada with che
remainder being esaemtially rom Wesrern Europe. Unlike the heusahold:
furniture specor, LUpSTTS irom Asia réprésenC less that oge per cemt of
che total aod therefors - 4iTe. oac praseutlr a faetor: This ia prabably due
£o the facr that offfce furniturs producty cend o sarve . a COMETAET mArgac
vhare ag¥ deaigna a0d .cugtmmar specifi:a:iaua ara gere a. fzctar tham {a.
the sogaumetr markec servad by Rousshold furniturs.

The Taicad, Stated as well s balng rhe aajer fnr&ign supolisr ta the
Cangdizn aartat, i3 almpac tha Ezcluaiva ceciplant of exua::ad Canadiam
made Eurni:u:a. Lurzencly, ahaut 95% af Canatian apotes are snippad o
the 7.3, warkets 3Jinceé U.3. ‘tariff rates agcorded Camadian made Luruicure

- range tecwaan 3,42 for wood co 19.9% for tewtils becariais, Cinadian
_p:ﬁducts al:uady have eaiy iceeze =o the T.3. zarkec:

in makiag :unparisaus betvean Capmdian and dmerican empores of affL
fuznizura for che yaara 1975 o 1981, the inoraase in axpores rrau\Canada
15 =arknad, whereas 0.5, ‘axport lozTeaces are Apt .ag 5pe=tacula~. Zanadian
pxporta ;ncreaaed frog §14.1 mtlliém in 1873 b 51a47.3 nillion in 1%81:
while smerfcan wxports. went SFom §47.7 milifan ia 1973 o a?? & zillion ia
1981, la, i%81 Canadisn exporTts of vEfica furﬁiturz amduntad o :29.7% of
Lhe valua uf :anu:ac:urers‘ 3nipmonc, uharnas. i the T.5edes. gxpares
apauntad:.to)anly 2 32 of che walus of imerican mauuf&:turars 3hipmanis-.
Agala, curtnn:y =xchange ratE variatiang nswve influsmced chese Treads.

[
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¢) Tachaniagleal Factera

Modern machinary aad equipeent ig. availabla to the: induscry chroughout the
world Buc aoaly large: factordea hava sufficient pruductiun te henefit from
‘the large lovesdtcent required fer the most udvanced terfmologiss. A2 a
reaulc, che TiS. indusfzy cends to be moea advapand than che Canadien.

Wonden degk mapufacturing remsios a labour lacensive process, pafticularly
in Ehe iitring and. finishing stages and cands Eo cely oo redogalzed
-standard producciss. metheds. While 3 number of #frma tead to Tetain
traditional aquipment, achacs. haw gome to amore BﬂphiSEiGatﬂd itnms.uéunh
as computerized panel cutout daws and roucers, etec. Over the past faw
¥mars, devaral new faccorisa have been .congtrueced and thelr owoers have
equipped theo. with the latest ia machinery. Hozal desk and filing
equipmen: aapufdEruzars usa $tanderdized shaaring and ‘stemping machinery.
Baked ga ale:trou:a:ia powder :fipishes, -while not uniirecsal, ars being
emplnjad ag 8, more. exconsive -acals aond Aok rEplacing tridicieual spray
mathods . Systemn furnitdre samufacturara tend o -pluy che mogkt ragens
aquisment inpovacisns, uh&re ecgnamically feasibla, ainde they ara
Iorolved with a Varisty of mﬂterials, fuch ag weod; mgtal, plagtics and
cextiles and must; Lf possible, hava a compecicive sdga.

IJ-» FEDZRAL AND FROVINCLAL PROGZANS LD POLICIFS

Goveérnment (Federal, pruvimeisl and municipal) is che largest tuyer of offics

Purniture in Canada, and ax such,. ' [5 an fmportane cudcomar. ThE procurfangac
‘paliny qf the faderal gowarosent cencredlzes: purchasice through Sopply zad

Jarvices Tanada, whicii, basides pacchasiog through its headquarcers vparatiom,
hag tuenCywaigs tegional supply calires seropa Che countTy, emeuwuraging local
suppliers ko ELI1 federal goveromant aseds. ﬂff‘:e fnrnicura purchages, far
ché most part, are foc the poverrmanc deaigned liné pf modular desks, work’

-staciuus and filioz aquipnzn:, aca: While cha fedetal guvarnment's pakley af

Yuylag govermmest daaigueﬂ furni:ure may have cargain advancages, =he oéfice °

Jformfcure induscry claimn thac- Frandard products Eould satisfy FOVHInmant

requirumnnts. ‘Tm the. lnng tarm, She addicion of govarnment purchasaa to planec

producticn fuma could teseli io graduc:iuq afficipnciag afd cost’ sdvibgs Lo

both. tha priwaca and public saccors. & fimilar solicy by eqch of .che
pravincas . eould regull {n Purcher. ssvings.

Fadaral govermedt funded d@sistancs programa. ars generally gf rha mhbrell

type with noua apecifie b2 the furnimmre iadusery. Saveral manefaetyrers have

made: nse af thege: progrems fo- thé Rasc} howerraRy thare has doct bden any latge
sésli. 1ndus::y SECLET TESpOUSe. ko tha programs. Oa the acher haod, che
programs desipiad to stimlate axpare fride hove heen dnll rEcELvﬂd oy Lhe

‘affice. furmiturs Induscry.- The Soln Casadiag Zuzinasa Furni:u:e Show ETogram

ta che Toited Skates, of doerica, under the Fromocional Projects Program, hag
heeu TETY effe:tiva aid 4 - ‘large’ aumpeazr of firms Have availad themsalvas af
thiz assistanes. The Program far Expart Hirker Havalnpmant hes 3lan beona used

by the indusery, buc ast ta- che zama axtesc.

%. EVOLVING FHVIRORMRRT

Ihe force thac sropels “the ‘sffice. Surnitufe induscry is the {ateraccian
ha:w&en Lhe raquizemmacs af rogsumers and the contimzios a::e:pta 4f the
Induatry kg ¢opa ilth Chade .TEquirecgnts, Hhila ardacline  [a ‘sutput fms been
axparienced by the officse fu:ni:u:e ga2EDr in the lasc Two vears, a gemeral
axpapsian: of tuslness. and ao ﬂxpac:a:iun of ioerzasing auibers af vhite collar
workers “wonld . indi:ata a develsplop sarket and 4 dewand for incraased
furnirura fuLput . A recenf [i.3. reRpere indicaces pruapnn:s fat sugtaioed.
growth of the Hucth smerican office furmitire markst appear brighe, with rates
cutpaciag demescie furnifure manufacturing -and iocreaaing 20 avarage., of =mare:

chap 9% par anoum.

avef b



dis:nti:al_y. Canadidn’ affica furniture bapcfactarsts have hean -inflyencad by
aconomic ‘devalopmants ia the 0S4 and the effest. thege hava wpon Ehe markat.
Larga companies wiih flve hundred orf aara whice’ qullar vorkers ara opeing for
SYtems furniture and ‘this market is expeekad CO grod significaatly.

Single purpdsa or comvangional afitde Diralture will prahab;y expecidmce @
mara modasc STOWCH. Hntal Fuzmitura :anda £a be nf Jower, COEC than woad and
to hava graator durahili:y, ‘and. wich dost ays:eus furuituzeybeing aade of
metal,. megal fu:nituru will captare an incruasing shara of an incrzaaing
aerket.. Woad. Eurni:ure Will likaly Igsa ground iz che ganaral office ares. due
ia part to lEks lnck 14 durabilit? and TesisTanca co scra:nning. On the sehar
hand, wood has alwara, ‘actraccive appsaramea amd will casciaue ra ke

p:afarrnd far nxacu:iva offive suicas.

The devulapaﬁn: uE pfdice Eurnitura Lo accopaadats Ehe. usa uf coopubars aad
othar llnc:ruuiclequinment hnving rala:ivuly ghort Lifa spana raquiraa
emphasis oa flexibility g0 zha furnitura cay adapt to 'ths new geasraciong-of
equipmenc. A cloge working. velacicnship betwesn the mskecs of office.
atomakicn ﬁquipment apd affiga- furpiture manufactyrers Wiil bechme
.siguiﬁicantly {mportant- to -the dasigu and marketing rf Eurnisurs. The
Canadian 1ndua:—? a abilicy to compece 4t hogpe and 1o a:pn:t markacs «Iill, ia
large par: hacome depandanc o’ .such rela:innships

5. COMPECITEIVE ASSESSDMENT

Design,- quslicy jud sarvica ars the anin Faceors influencing Erade in tha
range af furdifura produets in whish Canadian menufdcturars have fauud exporc
markat success, By scressiag these faestors; Capadisuw products have been abla
fo avercoms cnmpa:i:ivn disadvantiges vesulting f{roo lnput casta aud Lack of
atonomies of secale: In product categoriss in Wideh price Is a-more annrtan:
considaracion aud transpattation costs Decome a fa:nur. the markat ia Both the
0,3, and Canada Appedrd’ £ be derved vegigmally. Therefods, ia this" segment
aE the mariet, ipadian unmpe:i:iva gapabilities hava noc beeg puf Co as :
gevarie 3 ragh. .

|
Tha cuunetitivennﬂs af che iadusrry in che demagric markak has Hedn Enhﬁnzed
by - tie Eanadian :ariff deTuature amd axparts £o bhe UL 3. have locregsed 33 Lie
valua af cha Can?dian dollaras in terms of tha U.5. dollar has desreased.

d# a resulc 9f these Factors, Cansdfan mads producta Rold 2 nisety per canc
shara of the dnnestic markat. In asddicicn gsmufacturers ship deae Tovty per
comt of pradu:tinn to che 0.2, 1nrk=:-

Thn putencial for che lndnstry e2 in the eunpn:itive intzrnat‘anal arana ‘and
Capadisn office furadturs manufantura:= ire strongly fui 1u¢n¢=d by econodia
davalopments in Ehe T.5.A. sipce 4b pressnts tha-main sxpott marker for e
induscr?.

Whila sang gagmenta af tha Lnduntry are 'alart and tend ‘te Employ the wastc
racant equipmen: inravaclans, :ethnalngical me:uvewznta Are mora JEcen )
emplavad la prﬂduct degign cham iz plant produccien dechods or techoigues. To
‘the presont pericd of dymamid Ladugtrial davelogzent, modernizacias and
axpansian of markn:s will ba oeeded to luprove the compecticivaneas of iim
indusrzy. The applicician af PAD/CA and zhe wsa of toboties and compucar
nquri:ally conc¥olled equipment cam provide continuing cppartualtles Eur
igprovemsacs. Input from a close Wgrkiag relacionship bacwaga the machinery
am aquipnanc sanufarcurars ciuld alsa halp ko 5iguifinan:lg improve.

productivisyy
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FACT SHEET = OFFICE PURNITUES

La Principal Statisties.

Establishmente

Eoploymant

Shipmenss {$ aillioma)

Shipments {1571 Cogseaoe ¥ oillion}

Exports

Démedtie Shipments

IaparEs

Canadian Market

Exporcs - A dE'Shlpman:ﬂ

Imperca —  9f Domestic Harket

Shipweats As T Of Tocal ¥aauf. -
Ship:nn:s

Eaxployment: 45 ¥ Of Total Hanuf.
Enplnynﬂnt

1871 1980 1981 1982 1983

82 121 137 143 149¢E}

4,713 7,005 8,07L 7,580  T,300(E)
8.6  394.1 4987  510.7  530.7{E)
88.6 18649 211.3 197.0 197.7
9.5  L18.9 1473 LB8.3  125.0
9.1 275.2  34%.4 166.4  305.7
43 25.8 0.3 24:3 25.4
8.0 301.0 379.7 163.2  331.1(E)
0.7 30:2  29.7  32.5 e
5.8 8.5 8.0 5.5 T.TCES
3.2 0.2 a3 .3 @.3
9.3 Qo 0.5 B Bod

Yasr to Year jversge % Change

Eacablishmencs
Enployment
Shipmenta

Gonstant § Shipmencs
EXporcs

Dumastic Shipueuts
vlmpﬂtts

.Canadian Hairkec

(Ey - Sstimaced

‘2, Ragloual Tiscrilation

Zatabiishmeats - X Taral
Eapliyesnt .= % Totsl
-Shipmenca - I Total

3. FPoredgn Trada

Imports - 2 Tocal 1931
1832
1533

Ixpotts, = § Total 1941
1982
1581

137171981 1980/1983
B.2 7.3
5.5 2.3
15.4 0.5
2,1 1.3
3l.5 23.7
150 5
2050 ~1,5
16-3 W,
Atlancic Quebec ‘Ontaric Fedr
1 2% 57 19
L 2 67 3
1 31 72 5
U.3. Yaatarn Turspa stz Othecs
a6 12 i
az g L
37 12 1
‘32 2 - 5
33 1 - 5
85 1 4
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Computer Services

STRUCTURE & PERFORMANCE

With che incressing use of computecr-relatad services aad products
by nearly all sectors of the economy, the computer service industry
has bacome one of the cost dynamic ard fastesc groving sectocs ia
Canada. Despite the recanc economic deciina this iadustry has Seen
reglstering aa average anaual growth vate of 27 percenc siace 1976,
a rate unmatched by any other econamic sector. TIn 1982, some 1,700
firas with an eoployment level of abouc 22,000 and escimated
:eve;ues of §1.65 B were operacting in the seczor (Statistics Carada
SIC 772).

This Indusctry {3 comprised pricarily of three major sube-saccors:
processiag services, professicnal services aud the softrwars
prodocts sector. On a sub-sector level cthere were an estimated 250
businesses performing processing services in 1982, wvith a

coobined revenue of almost $700 M. This sub-sector is doalnazed by
a few large firms, with the largesc Canadian~ownad firms being
Canada Systecs Group, Datacrown and I.P. Shavp. The top i0 firams
accounted for over 60 pervcent of revenues, while the top 34
~accounced for over 80 percent. Growth of this induscry has siowed
dowe signfficantly from an average rate of 197 over the praceeding
5 years to 72 in 1982. The major impetus to acceleratad growth in
eatvlier years was dua to {zmprovesents ian on-line storage
technology, the emergence of reliable celecomrunicazions necworks
designed for daza traasmission, end che developmenc of dacabase
management systems. These davelopoencs, together with the
introductien of the micro and minl compurers and increasing use of
comeounicating word processors, have led to the on-lime pgovisicn of
a variecy of sophiscicated socio—economi¢ databases (I.P. Sharp,
Cansiw, Iafoglode, etc.) and othac business services (such as stock
markac quoctations, insurance brokarage etc.). :

In the software sub—gector. {n 1982 more than a thousand fir=s
supplying and developing sofzware genecated about $640 ¥ in
ravenues. About 30 firms had estimated revenues of over $1
million and vepresented almost 80% of market Tevenues. This
structure suggescs that the gectoc consists mainly of small firms.
The largest gsoftware houses are Cagnos Inc., Systemhouse and Sydney
Davelopunnt Corporation. The software product and sarvices

field has been dramatfcally affected by che “unbundling” of
software by tha hardware manufacturers which has given birth 2o a
new industry dedicazad ¢o the design and development of gofcware.
The cmergence of applications software, particularly Im tha
aiczo-computer market has also provided a major growth ares.

While the professional services sector is highly Eragmanced

saveral firmg with revenuas La excess of 55 aillion are now
ecerging. The ctotal reveaue for all professional services

accivity was about 3340 aillfon in 1982, with emplovcene standing ac
sbout 4,600. The largest firas are DMR and Associates, Computech,
Synerlogic, Systemhouse and 38S. )
The computer services gector £{s spall crelative co Cacada's
traditional resource and maoufacturing industries, and scccuncs for
iess zhan L% of GNP. However, the products and services derived
frcm the Landustry affect all gectors of the aconomy, and ara crucial
for ensuring produccivicy improvements and increased competitiveness
for Canadiaa industry.

The screngch of the Canadian industry rests for the m=osC part on the
ability to adapt and utilize existing technology to unique domestic
and internatlonal needs. Accordiagly, the Canadian compufer
services industty has achieved international cocpecriciveness f{u
certain nfches, including speclalized softwore and vercsicaily
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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
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industries. This Llaternatipmal expatrtlise has developed as a
resulc of a-srrong decesiic demand Eor thee services. At
prasent develupman:nl wori. s underway Ln Canada an ‘French
‘ansuase gofgvars’ unich is regarded as having “goad equrt
patential,

The dagy proedsalog secCot. s lags suited: co the axport

mavket, duas co Ehe hizh fixad coac of estabiishing a procesalng
fira ovarsead and cha fdct that demand for -chese gervices is
‘juee emerging: in many countries. Fuzther, chis- sector is
undergaing a reoriencaclon ia che domestis markec in &n aggewps
to meer che chioging demands of cifencs and with gome.
azcepcions 15 umlikaly top enter the expors. oackac in ghe near
fucuca..

while 20 tariff barriere are lmpeged on trade in computer
satvices, Lhets are A numbsr of potential now-tavriff derriecs.
These {oelods socisl pali:y 1ssua5#priva:; and access Lo daca,
procurement palic.es, uupyrigh: Eaws, fegulatiﬂn. caxaclon and
anhansed ‘tdlecamounidacicn servicas. Heowever, thESu nen=-tariff
barriets ate not ericlcal ta cha :aﬂpati.iwannsn af tha
industTy 4C pressnc.

Tachnulngi:al\Fa:tnrﬁ

The internatienal cnmputer Lndus:ry is cantinually expurian:_ng
rapid rasbnolegical change. Tha Caradian industry beneflfy
from this by adapting new techaology Io naw applicncian:

Ak preﬂaut g mader FEﬂriautatian af che dunestin indudgty Is
agcuring 45 g fesult of cha convargance gt thrae.technalopies:
cospabing, telecoimualcations. and ufEice and’ Lpduscey
,nutnna:‘un. Thess linkiges wilr in:rease demapd. for
ptufensipnsl darvices iod modified softwefe in aeder ca
lategrate exiating and new technelogy. The conveczencae af, ché
thres :u:hnﬂlngies will alza have a profound fmpegt am.the
prneaasing ‘sarvices. sactor ‘ag- businesses .afo aow goving
towards mora cumglex {ntegraced eiectronic affldes whera che
daka prnausning previcusly contracted o4 to processing

Eltmg can be undarcaken in-house.

fn a cechnolegicsl level, the procassing-serviceas,
pmhmhmlmnﬂwamuﬁwmambwnusueMﬁmuy
at pat with che Untted Stacas dnd advanced relabive to 20sk
scher cpuntrigs. However, «ith the capld. advances aelig _ada
in areas such as Artificial Intpilisance {41), the induscry
13 mowing :uwnrds a new techoological era.  Indicatipas-ars
thar Japan will probably Ldad Che world in. he deuelnpment af
AI ‘Fallowed. by che Unihed Sracez. To dacta Canzdd’s iadastriak
ackivity - ia chis fleld 15 falrly limiced, oailaly becaung” his
*echnulagy 1a s£fll inm. che in:anny of comiersial anplicatians.
Huwaver. priva:e and poublic- seecer lncersst  io-wsing AL
pruﬁu:ks and/or condueripg research in chis arna iz graving.
There. are -sa7e dozen Censdian Eirms accivaiy favplved /in Al,
whila saveral federal departoEnts, dnd agenaies hava imiciated
AT EESEBICH antifinies. The Ligkage batwaen governmant and
uniuewsinf -Eaearch e:furt:, and LadustTy cequiras furcher
ACouTIgament and developzent ta ansure che 1ew,Lecﬁna1ugy Ls
applied iz iasdustry.

d} Ocher Faccors

Accacding ro Industry officials, Canadian firpd are it a
conpaticive disagvancage vig=d-vis 0.3, fitms as a rasult af
higher “coste for lmporzed hwardweTe and tefecommunicscions. This
area TRquires Eurehsr analysis ¢a decermice che exteat ang lapact
ocf the-gpparenc *aa:,di;Fgrentlals.

Cim mm
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3. TEDERAL AND PROVINGIAL PROCAAMS AMD POLICYES

AL preseng anly advatcad softwars developmepc {a eligibla far EZDT
sggiotance, Tha =mg"am Ear E:r.pr:rt Harket Davelopmens howatrar has
been of assistince ta sll sub-sadtars of the’ indua:ry pafticularlv
prufeﬂsinnal aarviced, 43 Lt grnv‘des Einancial-assistanea, ta

2llow firms 4 pat:icipate in erﬁ:t'arigntEd trade fairsg, missiuns
amd- develnpnan: of oyerseas markscs.

:ﬂderal and p;uvincial gnv&rnment nTocuTEZent pnli:ie: hav :he
pu:ential‘:u assisc”che cnmpute: aarvlesa seccor in chac chey
could ;ruvide both Einancial supperc and product racogaition. o
viaw of chis, DSS L3 daw 2d justing. Les produrement’ policies with &
wiaw Co provida greager duppertt te the Canadian :cowputar

farvienn iudun:ry.

Carcala aqbigui:ies in Canadn's Tax ragulacions:ave presently seen
ke ba hdaving joma- advn:sa alfaccs qa sﬂf:un:u davqlupmen:. far
‘erample; the.lack of & cnn:iae dﬂfiui:ian of RED.as it applies te
the. devEIupmzut af. software cregled =0 wncercain :1iua:e for
‘ﬂng-rang% ?launiug Hf flrme who are ansurs’ abourt. the’eligibility of
her'ain expendicures Eor ¢ax inceacives.

4. EUDLVIHG EHVIRDHHIHT

T The- mese Iapartan: factor affectipg the’ Jodistry. fa the =adius co
Loag-corm will b¢ the rtapidly changing tenhnulngy. and :ha
;nnugrzence gE the cumpu:ing, talacummuniCat.nus, and Affice
au:umaziuu cechnolggies. To malncaln or increase matkdr shard ac
hons . acd expand frs acsivicies abreed, Cenadian compucar
sarvloes. Eirns will e requited to davalnp specialized and
?ur:ically in::s-ated produtts and setviess wizhin” the next .two Ca
five. years. En-addition; the . indusery shauld fu:thar develcp its
abllity td msnagg and, mnrke: chess -products afgd services 4c hncs and
abraad.

Thiz will\ba pa::icularly lipartant for firms ia che data

p:n:zsaing sacker as they are directly .and negaclvaly affeceed by
The Lrendlnoua:ds in=hguge data pro;usstng. ‘This gub—aectac L=
‘adapicing €0 the changlng nmeds of eifencs By cffecing walue-added
.and spacidlized processing saruvlews. This veoriencacion has heen
evulving over che pas: numbey af fears and Il fontinue L parallek
With :e=hqu1ugi:al cpapges and: subgequent’ changes. tn ellent’s
.requireEmends . It iz expectad that daspite the raorinn:a:tan che:
seqrdr uill aontinue ‘tovéxperdienda lov growth:. caceas,

"The prﬂfenslnnnl nervinnu and’ sofrware servlees. dub-séctors

by previding customized and/er Lmproved ar aew softwate, ate
expe::ed Eo™ henefi- frem che in*ﬂnusa sracesaing crend and the
cnuverganfa Bk .a:hnolagigs. Theae seccors should centinue o show
nigh gTawch cxces.

drhar fastars which will impact ‘oo tha SOTRULEY sarfviced Fecfar,:
and ir pafricular che, processling sub-seatnt, include changing*ﬂ 5.
pulic1e5 ;u:h 4z che de-egulatinn oi relécemmunicdcions and . -1
Ipparant trend cowards’ 148. natigmal security considerations uhith
aay ex::_.n.t’iu Canagians £roo pa:ticipatiﬁn. In ot acckss ta a growlng:
lisr of G.5. zechmalogies. In-addicien the Te‘ecnmmuni:aclans
palicy caview mow . underway ip Capada uil1 liscly resul- in
significanc changés for this industry.

. 1] .
5. COMPETITIVCNESS 4SSESSHENT '
The depria of iogpetifivensss of the computar services fndusery
varias by sub-sascer. The prﬂfesainunl porvicea pub—segtor 4T .
exadp ke 15 fully competitive [oternitionally acd aecyTding ko
induscry Dbaervatiansncan be. axpected ca lead che indbatry in fucure
Zrawth l.z.ma i




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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EXTERIIURSES

STATISTICAL INFORMAL ..

Exports - X of total 1381 7§
1982 -

Malor Firms

1. Capada Syscems Group
2. Datacrowa
4., Systemhouse

All ochers = 25

afa

Saurca: ' Statistics Canada/Evans Research Corporation

n/a a0t available

Principal Staciscics 1380 1981 1982
Establishoencs 1,036 1,392 1,752
Employmgnt 17,538 20435 22,137
Gross Revenus 1,103 1,400 1,650
~ sofnvg:e 345 475 640
= daca processing 550 685 700
~ coasulting 210 270 30
Exporcs ‘SM 50 ¢ 73
Domescic Sales 1,055 1,325 1,535
Ioporss n/a a/a nls
Canadian Market a/a . a/a n/a
Exports = ¥ of shipmencs* s.0 5.4 7.0
Isparts - % of Domestic Markoe ufa a/a nja
Eggianal O41scribucion - 1982 Atlantic Que Qnt. West
£stablishoents - I of total 3.0 19.6  45.3  32.0
. Employment - % of total 2.1 19.4 56.0 22.8
Shipments® — X of cocal 1.8 19.8 55.8 22.7
Poreign Trade U.S. E.E2.C. Asia Othars
Imports -~ % of rozal 1981 30 All othars = 20
1982 - a/s
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The Cansttuacion Caduscry

SEructuie and Perfotwance.

Stoucture

,Cousu:uatknn ‘ts defined as :nn :fua:inn, renuua:luu, r&pair aod dewollciad

¢f lppoblle scructurag -amd che. alescacleo of the nateral copogstaphy.

‘Gonstruccion provides tha physacaL medns for tesource Explaration and

indugtrial development, a8y weil dd che supportiug‘1nfraatructure such as
trangpoctation aystams, ¢ommecslal facilicies and vesidancilab

‘decoumodacion. The comsCrustlon seéfar s cudposed of Fimms 2od Labour
.aagaged, 40 4 contracc basis, 13 che various® sctlviclas whataby

cansfiruction is ac:auplished There i3 np vercical integration ia thd
industry excepe la a Eew very: spc:lalized aregs, Suych as seraetural stewl,
Lite and-swaveyar systems and .purtaln walls.

The Capadian construchion imdugicy. cansises of. 108 clousand Iirms logacad

ia all areas of che eouncry. 14 thousand of chess Elrua specializa fa
regidential and nan—'esidentlal huildlngs, i :huasand are primesily
fnvolved Lo heavy anginearing Lela::rLc power and oil and gas Faci{iliias

‘and haavy i{adugcriak strunyurESJ and road bullding, “and 49 rhovsand

undu::aku aechanical, eleccrical and acher speclal craded woTk.

Whila cha malérity of contracting companlied zarve oaly 8 very localized
uarket, sgue af the larger £irms oay sarve 2 #eglgnal markec. Tha largesc
£irma ia the =gecac-do, hewever, operela maticoully. aly 575 parcent of
‘the fndbscry's Piems have: £rods Jperating revenues ‘of §1 mitllea of wora
ard cheda undectske 65 percenr af the wark., Thase. Eicms -age mocw beoadly
based aud thgrafors mora. napahla af undertiking larger =] o canplex
prujec*a-

2any firws, particulacly fn tna'spealai craded group, are highly

-apeclalized and technically competent. Uowever, owners lack ocher Dasle
akills in the areas af gana:al manageqeqt markat;ng and. Elﬂdr:&

Favaiga. punerghip 13 an impovtant L3Aus for Lhe. fnduacry, bue ic iz noc ?9
erifical as iC may be in ocher s2ctors. The 1931 CALUMA ceport ipdicacas
that zhecs wbre (31 focelga-contralliéd consfrucCipn cowpanies-operatbing. ln
Canada {a drop of LI percenc from L3803, Thede caprosenc 9.3 peczenc aff
che- number of :Lrns. 1.3 pereent of che ladescoy's assers, 15.0 percent
of che equi:y and 1l peccenc af :he pror'ts. sRanzdian cnn:rollad Eirma.
unlike thele Edralyn cuntrolled “zpuntarparcts, have ot expanded ‘theic
capabili:y ep Ltaclude the enginugring and procurenent skills feequencly

suughc by eliants when congldectiig majo: p:uje:*s.

Ferformancs

The industry-is par.icularly vulnerahke. fo buainaas cycla ‘Eluctuacions and.
cacaaslonary crsada in the aunnumy HevirThalags, aver tha gasf IWERLY
viars comebruction imveatuent achlaved am sverege annual cate:af growch ot
3.3 peccant (slLzhecly Selow chac pf GHEY tp rteech s4p Slliion in 1357 aud
actounced for 33 parcear of tocal capiial [aveacment 4o the-Canadian
wioaogy. The canstruction Lndua::y (che LD6 showsand Firme) provided

qjﬂ illlan. af chs agETeyace’ figurs with che tla.la.ncl: calTlid oud hy,
ubilicy wodpasied, wovetnuents and firms wac piimarily-engazed. in che
induscTy.

Conscruction, tradicienally; accounts foc 3 Ew B paroenc of Canada's
nanaved Laboie fdreze. Wich cha Levelllng +EE nf Lnduﬂn'y ‘GUEPME, Ehe
‘induscey emplayed 346 thausand hourly paid vages asrasrd, dewn 3.1 pergeat
Erzom 1Y32 znd- 13.t pafcect from ‘984,

Jn che Lace 19703, therwe waa a gradeal ahfif away from che .zsascruceics of
r=stde1uiax and ocher hULLdings La nngireer1ng donstruccion. Whilw zhis
shist .appeurs £2 hive cessed Lt did “driag dbong a change [a che SETACTUCE
af zhe iudustry The 3lqwdawn in canstruction agcivis ¥.4§ d.7esalt 0f che
:urfeut regegsion and nigh imgecdss cobes has laad .co grescer compezizicn
angnyg ‘axisting ficms and Lo L9 suspedted co [nurezsed coopany clogures,
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-Gtrenpths and Waskossaes

Tha eenscrucclon contradcor Mad concrol over:” Jilgy.dent cestis and LY d
ce:tain dagrud GVRC, lannur relacad cuo9Ls. Ih& gyt 2F foout macecidls and
machlinecy uﬁed by che Lndus:'y i3 detertnined nutbida the seardt, =alaly in
the manuxaacurlng Endugesy. Congirsction compacias do aoe requlce ohe
qEiee Equi»y basz g3 :qmpanies tn echer saszpes whith must flognci, {LEJubﬂ
aqulcy, the pﬂ::haﬂe oE sp&:ial purposa plact-and agulpmant. Gnn::dc:in&
Eirms acm abie co rent mich of thelr eqdipment, or 4 Elnadce Khe purchdse
‘of thia equmeEnt ghrough chagtal WOCTIANNS, ag oSt lacpw pleces "ok
Equipmnﬂ: aral okila- and have a. reasunnhla :asala yalue- “‘an:ranta-rs.L
:rad*:ianaiiy. uEe baok credit amd 4 Lacse nadsurs’ af quppllar ctedis to
floance cheir' operaticma. To Fddirilon, when ceadeciag a jab, chay seak.g
raasonable early ¢ash flow from their warth so chat: Lt wLll &, la larze
‘adadues, self financiog. By uslng chiese zechdds, tentvactors aretable to
‘Einance’ thelg operations adaguately wich a high 1iabillzyand Low emilcy
dCrusCurs:., Tha masgih Por &cror hHowever ia Ehin, pac #leularly in a4 periad
dt slauﬂaun uhen Elrma are :ﬁmga:ing aggreasivaly Foe 4 5:3:ic ar

_deciining volime 2 huainess.

aJﬂLﬂfﬂ‘l_
all Firug, in cne lodustey seod to bee hishly specidlizeéd and
:E:hnt:a&ly ruﬁpe:ant and zhis sAducss a algh deg:Le af coupetitian
aceesg Canada Tha lavgur fltma afe =ocE broadly based and
chisrafora agra capabla wf undetraking the lacser mors 2omplex
projeccs. Thu Janadlan taduacey, udollbs Ecs Socaign councecpdcf, has
aag expandad it gapabilicy oo inoluds :he anginascing and procureneal
skills Er&quently saughc bf ellencs whan considecloe majer peojaccs.ab
Rome or hrnud-
In .qaay chunt-ién af Europa and: fzpan anlika Canada chnere 13 4 clude
ucrkina —alucinnshtp Hitwesn che desibn :nns:ruct‘uﬂ, A
manufacturing communiEled and tne’ government id che pursuiL of wepdrt
work.

Io -the-lace Tds, =ome coocefn was expressad Chac shoild zevaral so =02
mugh leEuSEBﬂ LA p:ujﬁncs ba hui;: cnucur*antly, shaccagns of
certain skiLLed Crdde st mould hiadar prnjnn: coopletion: Wich che
axnap:Lun of pipa !1:ta:s, shortages dld oof maceriallzs. Eecausds of
the sea&nnal aspeata of :nnstru:tiﬂn. du:kers saught and wera Zrantad
hihh wage sektléments and hecane pace gerbiers. Tth had = 3ignifiecant
inpa:t an the ecpnomny 28 wprkers in ether aencora Sought vege and
benefics 'sécelameats {n Ling ‘wich cnnp:ructipn.

AL, the glaaen: ti-e, he induatty uLLh Lha an&ptlnn uE nausa

builders (i3 higrL; unisabzed, but chers I3 & $£TInY tread cowvards
nnu—;n;onizatiun, Labour goobaanc currentlv FCCULRLS 4-T--1-1.3 ‘hL:d §E
tha cosc of codsfruccion. as Labdub coscg and anien Jurisd,ctinn

bacomes wore resrriccive, che cremd Caward cha use. at non=unfup labour

LINNE Likély foesTeyas. Ti;s nuuld result Lo -aUat ‘maxz euns::uc:Lnn

by Trade weladed fictocs

‘tonscuct Lon antivi.y {n Catada [ net chraacened to gy degres oy

impret cnmpuniniau :nr&ignuowned Elraa nperacing in Lanada gene:aLA;

act: as good corpecace chcizons. The Lleduséry's gkilled warkers ase
p:n:&ctzﬂ by Canedidd meLgra:-nn Laws.

Mogil redently, Eha_dowesiic ConscToCtlon markel Wad bunyanu hia,
cnupL:d with the Eact Ehat, Cangdian contbactocs sdnd I ae small.
ﬁighLy 3pecfalizgﬂ Eirma’ lacking she Pimsncidl Sesoursed Io.enced
‘Lghef risk axport uarkg:s. hag meant rhat Eaw hava vencsrod ootside
‘Cdnada . lA smalL muglans gt buutnaz-ing cumpanins Rave axporced cheis
‘sxpercisé and magagement aknlla susoodafizlly. over che yeurs 5o zher
I.5. and; averseas, perarily te the develapiog guuacziad. AL che
present hlmg, the Canadlian Turarhaticnal Consteaction Cdeporacion,
cansor i iom 13 e1gh: agnecActaed, L3 eenlively -seeking ovarseas
Lanstxucnian zentracts-



in order to gain export 2xpertience and e tish a rrack cecocd,
Canadian companles have tended to rely - _ipvA and EDC sponsociuc
projects vathec than sesk offshora worl ichout Canadian ficancing.
While che sfze of the world constructica market is an unknowm, (¢ i3
escimaced chac the cop 250 Laternacional coutracting flrms oparatiayg
iz thi{s cackat undertake coatracts toctalling 5t0Q0-135 billion {U.S5.} a
year. Exports from ocher devaloped couatrfes account fo¢ as auch a3
20 percent of their total domestic ceoastrtuction activity. Incraased
conscruction exports would appear to raprasent a significaant long cecaz
opportunity foc the Canadian ladustcy whece they cucreatly account foe
aboucr 1:5 pevcent of coanstructioa accivicy.

04l price shacks discupted che wocrld wmarkec for coassructlon. LCCs
Look first for the necessary credit and ac the project igself. Woece
a few years ago, the Middle Sast was the prime market, Canadian
interests have row shifted to the United States and southeast cfsta.

¢) Technological Factors

The industry in Canada, the U.S. and other develuped councries uses
constantly udvancipoy state~of-che-sct technology in terms of (csg
wachinery, equipment and macecrials. This situacion L3 not axpeccud <o
change Ln the fucure, and therefoce cechnology $3 not a major factoc
for cunstruction contraccocs.

d) ocher Factors

The high interest races of the last faw years have had a daupaalny
effect an residential construction in Canada. The general economic
glouwdown wich the coacomitant slackeaing fin overall desand and
increasing {dle capacity ia munuigcturing and high f{aceresc rates have
led o a ieveliing off in the demand for ava-residential coascruction.
Canada {8 a celatively muture country ifaduscrially, the bulk of &z3g
production facilicies and iafrascructyre has beeas built. A retura co
the boom yeacs of the Lace 603 and 70s is aoc expectad.

Traditfonaliy, public expeund{tures oan congtcuctioan have accountea Ioc
abouz oae third of the cotal ocucpuz. Provinclal goveramsats as 4
group have been the largest spenders (50%), fallowed by the wunicipal
lavel (30%4) and che federal goverament (20Z). Despite the best
{ntentionsa of government, public expendituras oa conscruction ofzen
serve to relnforce the cycllcal nature of che tadustcy rathec thaar o
stabilize (t.

Federal and Provincial Proxrams iaad Policies

The federal goveragent influences the overall dowestic perfocmance of the
construction Lndustry checough a Wwide raange of policles (L.&. zaxatiom,
procucteuwent and eavicoamenc).

The coanstruction Laduscry was oaa of the £irst ¢d accept and comply with
the mactsic coaversion time schedules recommended by government. The
Canadian Comstruction Association is oa racord as vehemently opposing a
return co the Lmpeurial system. The governmeant also ianfluences che expore
performance of che industry chrough such prugrams as che Zxpoct
Davalopment Corporation (EDC), the Canadfiaa Ilacernacional Development
ageacy (CIva) and the Progran for Zxport Markac Developmenc (PEMD;. The
construccion Lnduscry is specifically excluded Zrom receiviag assistance
under DRIS's [nduscrial aad Regioral Developmenc Progriaa {(IROP).

The other levels of guvacnaent alse iasfluence the ladustry chrough
policies such as provincial prefarence and regulaticn ia the area of land
developmentc.

In =il L1983, che Lonstruction fanduscry Jeveiopment Council, an advisory
group to the Miniscer of degional [ndusctrial Expansion, pudlished a repoct
encicled Canada Coastructs - Capital ?rojects and Canadian Economic Groweh
{a the vecades ahead. This report contsins 54 specific recommeandacions
direccad at tha c¢oascruction induscry, ali levels of goverament, project



owners, educational Lastcitutlons and ocher: favolved (n the econsteuctisa
process. The fedural govacrnmear {s presencly prepaciug 3 decalled
rasponse to chese racommendacions which should be availlable in 2arly
L1985, )

Evolviag Eaviconmenc

Average anaual growth ip the congtructfon [ndustry 4y 4 whole is expected
to be somewhat slower (3.2%) in the period 1983-92 thaa ovac che past

20 years (3.8%). With the projectad slowdown, shifts in the stcucsure

of the laduscry will continue. On-the housing side, small lLocal Eirus
will likely bucowme more prevalent because of the decceasing {mporcuance of
speculative building aad a probablz Llncrease Lo zenovation and coaversion
acrivicies. Englneeriay projects ctend co be larger and more cumplex and
are undercakea by larger Eirms. ?2rojects of zhis nature way not be as
numerous as thay have been in the past. These changes, wvhile ualikely tw
have any {mpact on the compet{tiveness of che industry, will have
lmplicactions Eoc che employees, requlriuy changes in skills and jobs.

Ouring periods of aaclonal economic slovdown, export wackess bdecome
particularcly ;igatftcan: focr industry £irms {n 3ll developed countzies as
3 aeans of naintslning aa adequace lavel of Susiness activicy and profics,
and recaining key personnel. Howaver, the current scats of the woclu
aconoay and high eneryy prices ace causing 4 shrinkage of the coastruciion
asrket in cost developlag countries. Whila export opporcualcias do exist
1a agia and L4 oll producing countries, the volume of businass available
i3 much smaller than it has bean and che coopecitioa froz Amecrican,
European and gsome Aslag bullders (s becoming =ore incunse. The expoce
markat i3 a difficult one foc coantraccers. [t i3 a high risk market.
While chere Ls scope for certaln speclalized types of coantractors, such as
heavy industcial, expocts should noc be considered as a councerbalinca oc
panacea for che Industry as a whole. There could also be Lncreasud
coapeclcion 14 che Canadian market from focaign contractors who have aot
previcus worked in tnis couagTy.

Canpaciciveness Assassment

The large auaber of cvatracclag coupaniaes, both lacge and small, ansuces o
highly efficlent and compeciziva induscry (n Cacada., They are well
positioned to take advancage of fndustrial Jovelopment opporzunizies ia
the dousuestic aurkat. [n general, Canudian ficms aeed co Lmpcove bdnth
chelr achnical expertise and cthelr manugecfal skills la celaction v
turcher sxpansion in the export field. However, they have aot duveloped
che corporacte size and the finunclal capabilticy, che (acecuacioasal
markecing skills or che experience of chelr incermacional compecicocs. in
addition, goveromenc =xport support programs acre judged by zhe ladustrcy to
be less effective chan slutlar programs pcovidad by otiec ladustTialiced
couniriess.

Ad justmentc Required

Several factots aust be considured LE Canadiaa conCraccocrs ace to faccease
their shace of uverseas projlects, lacludlag:

a) an improvement in export support progrzms. Inds mactuec is oov belay
studied, dur leaders in che indusery are gf the view thac Canada's
programs acae nol compacable to those of other countrfes; |

3) the formatiocn of a strung twams of designars, coancraccocs and
manufactur«es to pursus oppoctunities oa a roject by scojest dasld.
The goveraomenc can play an f{mpactant ¢ola fa assiscing the induscry to
Ldencify specific macket areas and to purSua preiucts c2iazing 20 &
particular seceor of expertise.

c) a substantial {ncrease Lla size of firm 2nd a broadening of
capabilicy.

{ .
o ?
PREPARED 3Y: /[ DTl sne. B

APPROVED 3Y: ’/ G

‘Director Genernl



CONSTRUCTION WORK 3Y TYPE OF STRUCTURE

TASLZ 6

CONSTRUCTION WORK 3Y TYPE OF STRUCTURE

Million Curzenc Dollacs

Sectot 1970 1975 1980 982 1983
Bulldiag Conacruction 8,098 16,4809 26,540 28,842 30,600
Residencial 4,008 8,689 13,372 13,581 16,684
Indusgzial 1,000 1,510 3,005 3,084 2,502
Commarcial 1,287 3,732 5,912 7,064 6,228
loacttutional 1,330 1,561 2,187 3,092 3,198
Other 3uildiag 473 1,117 1,594 2,362 1,988
Engigeering Coustruction 5,683 11,767 1,797 2,22 25,498
. Marine Constructica 143 18% 269 TO480 - 404
Road, Highways aud Runways 1,280 2,382 3,731 §,31¢ 4,270
Wacerwvorks and Sewags SyscCens 488 1,241 1,998 2,25 2,402
Ramg and Lerigacion 8 137 202 s 295
Blactric Power Coustruction 1,223 2,823 $,297 4,866 4,873
23ilway, Telephona and .

Telagraph 368 1,099 1,851 2,390 2,831
Gap and 041 Pacilitiaes - 1,09 1,850 6,799 9,706 8,115
Other Zngicesring Cansefuction 827 2,082 2,731 2,2 2,808

- Total Coascructica 13,731 28,376 48,327 56,088 56,098

Percmntage of Total Demazd

Sezsor - 1570 13975 1980 1982 1983
3uiidiag Congcruction 18.8% $8.52 54,92 51.42 4.5
Rasidential 29.1 0.6 28.7 24.2 29.7
Indusexial 7.3 5.3 6.2 S.é 4.5
Commercial 9.3 13.2 12.2 12.5 L.t
Inacitucional 9.7 5.3 4.5 5.5 5.7
Qther. Buildiag 3.4 3.9 3.3 3.7 3.5
faginaeriag Coascruction 41.2 " AL,S 43.1 §8.8 435.5
Yarige Cogscruction 1.0 0.5 0.6 0.3 0.7
cad, Fighwray and Runeays 9.3 8.5 7.7 7.7 7.6
Waterworks and Sewage 3ysceas  J.J 4.4 Gl 6.0 8,13
J3ms amd Irrigaticam 0.5 0.5 0.6 0.6 0.5
Zleczris Power ConatTuetilon 3.9 Le.o 8.9 8.7 3.3
Railuay, Talephone snd
Telegraph s.1 3.9 3.8 4.3 4.5
Gas and 041 Tacilicies 7.9 8.5 t31.9 7.3 14.5
Jchar Engineering Construczion $.0 7.2 5.7 $.2 5.0
Total Consetruccion LOO.jO 100.G 100.0 100.9 £G0.9

Sourca: CematTuction in Camada, Stagtiscics Canada, varlcus L3asues.
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STATTISTICAL INFORMATION SHEZT

The construction iadustry encompasses Staandard Industrial Classification

(SIC) 4OL, 402, 411, 612, 421 to 427 aad 429.

this sector.

Principal Stacistics 1980 1981 1982 1983
Contractor Establishments 96,600 106,000 n/a ala
Eaployment 624,000 651,000 597,000 565,000
Total Value aof Constructicn(Satllion) 43,327 56,88L 56,065 56,098
- Performed by Coutractors 36,221 39,360 36,863 37,608
- Parforxmed by other sectors #** 12,106 17,5264 19,196 18,492
-Exports (Smtillion) 800e 800e n/a
loports (Smillion) n/a u/a n/a afa

* Total Value of .construction uged. “Shipaments™ data not ralsvant to

** {.e. governceatsd, utilities and other sectors using own labour force.

e - eastimaced
a/a aot available

Regional Distribution (1981)

Atlantic Quebec

Ontarfio West

Conctractor Establishment 6.2
Contractor Employment 7.9
Work Performad by Cdaanctractors 5.1
Poreign‘T:a&e : . 7.8
Imports - 3 of ctotal 1981

1982

1983
Exports - % co total 1981

1982

1983

Yajor firus

L. PCLL Construction Limited, Zdmonton, Alberta

.

Ll

6.
9.
7.

[ =]

E.E.C.

{(Perceac of tactai)

35.4 1.3
33.5 39.4
29.2 47.9
Asfia Qchers

w—cee—w—mwnot 3vailable

2. Cana Construction Co. Limited, Calgary, Alberta

J. Ellis-Don Limfited, Loudon, Ontario

4. 3aatster Continencal Limfted, Edmonton, Alberta

3. A. Janin & Coopany Lizd. Moncreal, Qudbac

Source: Statistics Canada publication

e e ——— b . o (v

—y - — e st e ses —n o

~oree—not available——-—-—a—-—
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Stfucture and Parfarmance:

The -ndus:ry C"mprisas proféssiaaal eugineers in prluana ptantiqn
wndartaking ’aasihility grudies, plnnn;ng ard dé3ign davelopment,

-detajled fleld servicas during constzuccion and preless managecent,

prioarily percainlng td capifal projeccs. I ceaslfts of some I,300
firma, which sapleyed 19300 pesple. fa 1982.. The larga Elrmg haue gtarfs
ranging Erom. 300 co & UGO, nffar hnth zqpsultiag apd projsct: mindgemant

‘garyicdd ot 4 ndtlomal Dasis and aro extreamaly dezive in’expart wark. The

aedium sfzed firms; employing from 200 zo 300 people, offer zainly cﬁnsul:L*"
sarvi:ﬁs, with some alss affering project: mamggément. Ta zeanral thése
Froe oparate oo a regianal bazia and are:anly madera:aly acelive

linterﬂatinnall?- Tha small fiimg bave scadfs ranging up o T3-i00 peaple,
>mainly gifar cnnsulting sarvices £t che Egeal loval, and ganacally nave

iccla, LE any; export axperience. There are.alasg specfalized Flrms of sgall
and madium aize pffaring consulcing sevvices and, 1o sada éazeés, projece
mahagemeac. They ara gene:ally aczive Lntarna:iaually, 3974 C3 3 much famger

‘Bxtent that athers.

S@all busioesses, with revenuyes of less chao a 51 mitllon, account for Fa a:

£leas Bic less chen 208 of total revenuas generated, while 1%%f{ras uich
tpvamies gréacer than SLD million faceodnting for a lizrte ovar !X af Eirma}
gesarate 30% of the cocal income and 70% af expoet faas..

The discribucion of firas acrasg the .coutLTy refle:~3 falely clogely che
ceuatry's natufal rescurce, lnduscrial and population pactar1s. The [nduszy
is almuat en:i-el? Caradian awnad,

Thera wag 20 rasl grnwtﬁ An ‘the domeztic markac over the seriod 1975773,

En 2980 the maTkac pleked up: and gpeaked fm L$0L/8Z. During the pudaequent
re:essiun, the indusery expurien:eu'a radiction Ln fevenuea of L34 by L3BS.
Trior o L“BE, growch im the Ln:erﬂatiunal markat Wam SLTONG, byz ne growch
was recordsd over the parigd 193;-3&- Howseer, Ln spice of ghig sragnaat
macket Im recenc years and a Hcightened inceazizy of campe:itian amoag o
graater nymbar of world pa::ici;ants. the-Zanadlan indus:ry 3 export Suszlness
declined anly slighktly. The result af chis experiance on boch domestid and
inremmatlonal mackets Ls thar prnEinabiLL:v and - amployaent levals are dovas
In‘some Cases. dabr loads have risen Ln order eo gustsin operatiscs. At tne
game: cime;, however; lower fevenuss have reduced the bersoving Lanac,:} o
‘firmg.

The domescic market in some areas has L:n:uued puc ae Tdjor-gowch s
anti:ipated over the naxt faw yéars ginea che. sectar is highly sessicive B3
levels of canital investmeac which are Eure:as: to be madzsc-over cha gHart
o oodium Tecd. Grawzug cawpetitiun La the axport markar «ill maka LI @aTE
diffleslt for interesred Fitma co aoker che fleld for the Iirsc cice.

Strengths ‘end Weskogsgas

Cta) Btruszursl

The 5t-uc:ural etend io coward mora speciillzed firms and to ‘larger Ilrss.
In addit;un. the redessien has - creared s .special -sffuacian -hare iajd .gff

‘englaeera have esrablished individual =snsulring praccices. Furchac, ‘
-y

-continued. aduption af polteles favouring local procucemant has ines agged Ihu

‘estahllshn&nt af -kranch affless by lacger flrma i3 werious provinoes.

Mergers-2nd acquisisions nave, ilso beea ukflized co gtrepgtiien pravingial

representation.

The consuylring ergineering secrar-l3 highly devalaped in che Canadlan seongoy
and £l:q in celazien to ocher =suntrigs. -Furtharmars, iz 1la. =Dn5idered
cumpeti:i:a #ich asjor glabal compericors -from; azcog the- DECE countzies.
Jometnelogs, an innihicing fampot s the cnuplctn Jevalepment nf the-secEGr
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i3 tha degras af‘fnreignjoﬁncrship«ﬂf Canadian mancfactiring :and resoucce
induszries.  Pagential clisnss 13 these sactors aither use the lothouse
servizes of clielt paredc or :end to eaploy congultants Fkea che cauntey of
the: parenc.

In rageft yedrs, the Industry hee suffeced From desliniep proficabtlicy
levals wich cha'situgtlon exacerlaged: due ta che subscanzial drap Lo revenusd
caused by the récession. However, .geme faccers which woulds fdveur a
rascoracion of profits have begum Eg dmergs. Halarids, walch comprige 308 ro
70% of aperacing costy, have stabllized in cha context «&f an-emviropoent
ehargerarized. by layafis. Aldg improving che locarnatianal cemperfcivensss
of firms haes been Ghe oavedent towards adopiion {albeit acc as tHdegptedd as:
desiradbls) of mars é#ficieq:1npezat£ng mathods, wizh fome Eliras praceeding
Faster than nchers Lo suth ireas a3 automared draffing syatems ard
srpcputar-baged 4?515q and fnformacion gyscems: The advent of comperas abded
dedipn gnd draftlag (CaD0], aside from.anzbling productiiicy gales in che
aperaiipns of firms-dand providing grestar flexibiiity ko rhd déslgner, has
fad a.mgrked affact on aopleyment’ levals by affecting yaductiong in gcaflf
partiealarly. 4t Zhe ceehnidadl and aubprdfessiondl leévels: WKraowledgs gl the
" dieplademsnc of the cocholcfan/drafcasan from this-pasticular markee should
prempf lazbeour pl?nngtafﬁrainefs and craining lnatirucionms io rzaggeaz their
trainiﬁg fgﬁhifengnts. -IhEEE.Pfﬂﬁuﬂﬂi#ity snkadeing Sasiutas ate expected £
have pogitive effechs tn restoring accepfabla levels g prafieabilicy when
market gEoweh rEtUITS.

fbfvTrad&-Reliteh Factors:

Exports are. sn [mporfant codpencnc -af eocal industey gotivity, rvapreseacing
abige 15% of ovarall billings oc semz 5300 milllon esrimeted for L9484, Tha
bulk af che exﬁ@r: decivité is acsounted for by large and speclalized fir3s.
Izperes accounc (for less than 10% of the demazcic: markes iad are eangedrracad
id the oil and gis ficld. These origindce largaly from che d.5.A.

Expert pocential 15 promising Based on Canada’s praven :Eghn{lbgiﬁil
capability, sertloulatly 1o regmires aed Lafrascructuce prajacts; tie
recognition of Canadian eapahilitias by Iacecnariomal Lending. Agenzies; and
the growing demavd for ffalsing (at boch Ehe gngineering aod
poBt-conELfudtion oporatisa phasés} gecvices in which che-Canadfian Lndustry
‘has proven gremgtha. daresver,. the high degree of dopestic swietship aceovds
brodd export freedog to che Ginadiad industry, a factar of fpecial iaceresc
relatfre to che expoitacién of communist blac markecs. ‘

However, Chere #fa earcald Pickars that may influenes che exéenc o6 Camadian
narrieipation zbroad,-such as Ehe [pereasing requifements being impoeed by
‘developing cauntelés Set Lecdl parfiripacisd L4 projects whilh mplies lass
-atfual prujaﬁt;ﬁnrk’in future years. 1o addiélen, go che.extanl Chat
arport-prianted | flrog wave nag Lo sub Laco chelr coce af exparisaced.
sagiaceritg calsnc io the recesslof-ipdised dowo~sizing, -there =3y be
{mcreaged, vulnacabilicy co import competition in che "(utura.

Mgreover, whilel:echnolagi:il excelisnce i3 raequicd ta succead
internsfionally; financing is alsp an imporcamc element (un obrdlalnz,
enginpatring s2Cvices conCTACLS io developlng countrian. Excermal (icancing
asagunrad foe S0% of tie expott fees of Canadian consuliants o L98Z. CID4
and EfC Fiuanding alode 1;ebun£ﬂ& ‘for 2% af cha axperc feed. Hany ¢z lidnts
maks finanéing ageistance a prerequisite ta hidding, a3 -a resulty e2
pgnecratEv:hefi#ca:natianal aarker Canadian. iiTms musc ﬁat‘bﬂ;y EqmpEEé a3 4
rachnologizal basis hut “ilio on the basis of flwancing, 1t is, ctherefors,
asgesEaTy that Jangdfan govarnment fipenciiz ‘deilitles arm capable of
asecing- che Eloancing terms-.oifered by cdupeclag  sountrles.

While exporc of thege secyices makes a'va;uablc :un;rihutiga»:?_gtsnnmtq
growth o its. a¥f; L6 shouid alan e recagnizad thac che kenefics af
conaglbing acciricy abEead sxtend beyond the enpinesring jeerar Itsedf by
the creacfon of spportenities for Follow an sakas of :nnu;g;tured,p:uéuc:;
and/oc épmstrucriom dervices. Cléacly, thls spln-—oil patantial i3 a functien
of a number afjfattﬁfs ‘sl 45 chie source of financinz, projecs focation sne

f
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Canadisn congtrudbion &nd m41ufnc:uring capalitiicy. furthermsca, the

enhancagent of apin-off sales in the Tupupe-will raquica: -
The develépmedt of Secter linkages bagween Canedian zdnsulriag,
constfuckicn and mgnufacturing induszries;

. tha faczacfan of consercis cnpahle of ameecubing all phagas of Cufnkey
achfectey
the Bnhancemenc of cechanlsus ce provide project Firancing packages
cdmnEtitive wlth chase oifeted by Dther projett bidders

It is generally agreed that the mul:ipller éffact . falls witala the ramge =2
1t ra losi.

While Civadiam corsulting firmg export @ll acownd. the werkd, Warrviecs ta crads
in gervicas zxist {a Jar;ing degraag and 4] ffer beruvaen regiuus. The maim
concern of Canadian !-rzs ig 1in daaling wizh devaloping ‘eounzrias uhich aifar
the greateat:expart putential. Tha ‘Factors yhich arve-cppsidered. po be the

=L e impar‘ann lo dtstcrtirg campe:.:inn Telate ca subsidias, finan:lal

asgistance; and .exporc rax credits provided co Pfirms by cheie Eo¥ernments.
Sther difficuliies arise from requirements and cesulagicns pescatalag to ek

,factars aa laeal cootent .and adminisEtacive procedyres.

The U.5. mackec Ls the Largaat single cnun:ry marker for Canadian Birma. A
the same time, the U.5. {s by far the most siznificanc source &7 impercs inco
Camada- The curranc trend {n che Ganada=.S. marker 13 for Eirms o7 aatahiish
local entiries In 2achH count'y or-enget inkn jolat wen:u~es. While the
Canadian cgnauledng industcy-overall is preseptly not as strongeand

diversifled as thnt of the [.53., Canadlpo gavermmenc pulinles seovida fac The
‘strangechening of Eanadiaa 1n¢uscry- Up to now Che Canadlin-govecnmsct

‘approachy wifch 1s guppnrrnd by Lodestry, has &egn 3o _gohiave regipracliy i
=pplog with cross border Flew’ problans.j
e S

() _J

The tachnulugi:ai capabilicy of CAHad an firma La recagnized ie many flelds,
It i3 parti:ularly Lntarnatioually *ecﬂgnxzed ia cha hydro-elecztic pouer,
Enfas:f?, aiaing; =unjcipal, crauspercariocn and commnication argas. Wiy
nn:ahLE Endepcians, che indusCry nedds screngihening in manuficruring and
gra:ess eggiﬂee:iu;

Toe industry performs limited cootraét R&d. Own acéount RAD Sy  ceasuluiag
gngingaring Flrms is sinical bacause gf tha very limized abliicy o fioacce ic
incernally, highly rancricted dccess Lo EDVECTEARE. Einan:ial suppott prngracs
for RAD and {nmavaéion, and the Limited prospecss [or a° r2edy markas for the
tesulis owing te che bland. inues:mant oyt lack. Cur*nn:Ly. @esC regearch
ac:;v1t? done with :he cnnsulcants awR ﬁunds afe tn aresgs rexat£1g e the
Eiru'* bpera:‘ans - - mapagemedt ‘nfa::atiun &¥ECEMS, Idwputes—alded das.gn
and drafhiﬂg, cosputer—based. 5p¢¢ifiﬂﬂtlnﬂﬂ and hunditiuns of chorragt == Yeog
fbare t5’ seppe EOT comsuiladis I gec invailved.in pfuduct nracess. 9T YIS
develap@enc.

While coosulcing eugiseers eften; apely che t“chnuLﬁgies developed oy Qubﬂra Lo
produce practical sglutiona ipr specife projects, fytura compeniciVEHass of
the ipdudbry will dnuond -3 sigui‘icant gxtanc on £Lg- ab;- ¥ £o lncrease
izs averall. par:luipation in &0 and other elemencs af che inpavacian tacass
to cevelon new services and products. Tn addécion, <o 4Lil nesd ca
gaczizipata iln, or _natigata regearch acefvities Jith alempatrs af che
EﬂnufaC'uring and: pra:aas;ng {industcies s -as o bhe able £ asec che
competitian drom foreign EPC fiTme or Lnduatry*tinkeu anglnsering Fizms. ‘“ou
unly will cha results be valuzble for Imcreasing-the pengcracian af exper:
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markees;, buc Lhtsls:rutcgy will be impoctant Eo .4 s:r:ng:hen-ng af che
lndusufv ] capauillty in smstors where it {3 currcn-l? waak but whocoe
U?Fc:tunities for' futurm- growkh e2xist, .e.g., cacéaln canufaccoriag and process
Engiuuering ar&aa-

The nugooda of a gr&a:er involromeds a0 on the pavt of che Loduscry vl
ba co: lueredga its awd - eEflctency: of opergtion, provide.mere Lnnovacive
englnearing tao :llencs, hhnraby creaning 10 aconopfe izpact oo che 'ndustfla+
sedrars Lt serves, and ancouragé direct pnrticipatinn cizhar oo Lcg oun oe in;
jelac reatwres with che matufzcturiag and cnnstru::inn sgccors Ln che
develnpmant of new equipmant, produccs; proceases and sysceds sesdudlve ta
iBpeoiiag. produgilvicy and fechaoological #drancemant fn chesd ateds. [t woul
alsa preduce direet’ Henefles fo the consulting engineerlng. industry [5-1
tacpdpt of payments BF Iizensing feas as well ‘zs the likair subsequenc
vpar;ic;patiun ia Fhe enginesTing ghase af che-relaced ldduscelal alant or
zapital projeci.

The prinsipgal: ‘cararralnzs 9n consulcing Ei-ms beromlng. a0ce aciive In aan a:e
‘'TEgqurda liui:atfuns and the high risk of :hEQart‘viLy Govarnaens
4gelscancs, pa:LinuLarly af 4 *isk shati nZ wvarlety, way Be re&dad Lo AASGEET4ge
the industry to. pacticlpate mave fully in B&L and che overall xnnananinn
pTacEss.

(dﬁ Ochet Tactors

Tha level of actlvity in consulting enginnaring dndusccy 5 predﬂminantlv
depandant an capleal fn#as:nen* The induscry i3,. tharafnre. gescly woncérned
‘abont nattanal puliciea “ang progracs <hich will fnfluence {nvestwent Fliow.

Far instan;e,_investur zanfidenca fdr capital p'uje:. éeuelumen: L5 neaded fo
suStaLu & healehy induscry. Iogecsst cace lavels 4ce. an exsrasely Loportan:
-actur £ che fadustey Lesofac .aa they affect Lnvescment decigiams oy

cligncdy ! -

P ‘?eder&l’and'?rnvincial.?rngrams~and folicleg

Thata are no ‘feddral govero@mar progoaos deaigned Eznluutval; e ERa
zgnguloing &nginEﬂring fndustty. NanethelessT :unsultanta’,aﬂ and do
paccigipacs in ExisELng ipdugcelal, enargy and export progoclon prugrams
¢ichar oa ditect'applicants oc as :ansultanta Ep =mmnufactucecry and achera.

The depar:ment gvaun IBDP presently exeludea comsultanca Ereo being direge,
appl‘caﬂts,.bu: cunsultan:s can par:i Lpate alnng with a sanufagrucet oF
ATORESSEE. ;His Iintzs. assistance o ditect uséfs af che technalagy, whareas
{E the :unsultan: Jdare eligihle ta:davelop the cechnokogy for i:g owm. aceousnt,
chis: uuuld faeilicate 2aking che techaglogy maTE’ accessihhu o ochet
mapufdchuears ehroigh licensing ArTanEEMEncs . “nreaver, Eﬂes eafned Ln Chis
way by the conguitasc could Ehem be direcced ra further RED mffdrt.

Confulcants ire 'nvqlved directly Ia the Unsclicined Sropdsal frogfam adainiscered
by 255 bur ngilke TAN? and IRAF, che cisadvancnga is =har che :1:Te fo any new
:Echanlﬂgy developed under the Ungoiiciced Fropoaal progrzd reAC elth the fadaril
gavermmént and oot Wich tha busipesa which arigioated dnd cactied ol Che profesis
Huch favoursd - ard ampatc p:ugramu ‘augh as che Erugfam far Expu:h Markel
Ucwelopment (PEHH) ind 2134 "sCanadian Trolecc ?rEpa acton Tdnd {LPRF) whlgh ars
extensively wsed by ‘consulfapcs and CEpEESENC sqngiderable expnr: s;npur: r3 che
“Dﬂsulting cummunicv While g:av1ncial EOVRILOEnis: de have markeclnag assiscance
Tessuras cost appnar ta be supplemenCiATY. stmidg into affect wien fedaral 5up-ur'-
ig noc a“ﬂil#bl., $he grovicees de), hewsTer, mount mizsloms abrpad sepacat: ISC
.fediraliy-gpensored mizsfons.

In AuguSt L¥A2,. che Cansul:acive Cammictes on cha Caradian Eansult;ng r.~g,'1.r-uae1:~rh,_L
“Industry 2adu Ent:"—iix ‘racommendacieons sddressed oo 4l lewels af savern=pnl,
congulting anbincﬁrs and uLhE'Alndu gTial sectors. Theve has beso Jaglvive
mavement io fhe dire:: oo of same of the recemsendstlong. EOT instance._nn thi
mattar of income rax exeoptiacs foc Eanadiaua vorking abrﬂad incremagd Ihe

ae ¢

a
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cradirs wara put into sffeer to april,. 1983  and a Furcher {meroved cax credlt
cungs iarte affect Far che 1984 zawaclon year. These rax credlos will- ‘ankange ths
internatiunl :anpeti:;vg position of Canadlan companiaa. -Howaver, there are.a

‘number of palicy areas which caquire .eview uich a view ta euhanting che elimacé

for business -$4 chae causu‘ting anginaery can [ncrease thels contsibuticn c3 che
ROOTORY:

Contracting. Duc: whilw a Favgurable pollcy scance was adppied by the
fedaral government ooma tine aga in favaer: nf cunt'a:tiwg Ensineering and
pkhae- sciantific work nu:, ‘tha dagrea al tmpleuﬂut&tian has not mac
expectaciong, with zhe Tesuls chat very subsiancial ip-house activity
cantifues. . This accivicy copetitutes lose apperiunicies far che Euethar
developmant of dazestic capabllicy and, consequently, expart pecential.

“Concracting.cut {8 alio 4 major fazue at the provincisl and munlcipal
levels. & substanciva domding of unde:amployeﬂ exper:*se in provincial
hydrn duthoricies svarhaogs Che 1a:ket and -jeopardizes iccraased privace
gector activity. when markacs. r&:auer-

fracurecent Folivy and Practices: The complaxity of. che governmenc,
process, and Che eRcedsivd auaber of hids _raguascéd in che conteit of thd
canktraet +slne, are at least itri:an:a T, -and ofced congcrain
participarioen in goversment pro+oc:s, a narke' 9Ectar whiczh has begges
1ncraasingly mea:tant Ln same reglons of che country ducing and pasc-
eeepsalon

Eaporr Finamcing and Suppork: & number of counctles gifer arzraccive
finanging sackeges -far en:ire cipltal prajeecs. Slace projest financing
1" an increas;ngly impnrtant alement .0f projeet bldding, it ia

imperativa thac thers hbe cnupe:itfve, Expadiciuus zechanisws £La a@dec
fnr21gn Einancing nackagus. In additinn, SuUpgaTt: for markac dgvelagman-
1¢ needed fo tompete succes fully with tha gnvammnt-hacking prowidad by
campetizars;: There may ba scope for mdlazging the rnle af che £anadian
goverlnmsns infriuanning ‘the high risk, froac-end: markec develupméut EZ513
faced by che Industr?, -sugh 39 making EFP‘*type aasis:an:e eifgible la 2
mach braadar tinge af :arke:s.

Tndustrial and Begivnal Béneilts: 3Ilas sowetimes exfscs !o Eoreigm

-aponaqrs of major prajsccs ln ddoada cavatds hiring hama countey -
conguibants in projeet davalopoent and axecutlon evan when Ganadian
capabllity axiszs. Tt 1s impnrtant thee: existing’ sackanisms be
‘coptinued and snhances to .epsufe that thess EPONIQrs ars adequately
informed .of fanadian capabilicies; cha Eelaction process LE-OpER IO
;C.anadian flrma; ‘and that ad.uqua.r.e ‘Joopa axists For upgradiug Canadlan
bapahili fag vhete necessATT cbrnugh Jodiat venturas and other
expetienua-gatharingvchﬁiﬂiszs.

Devaloples Znginezr-Procure-Construce (EPG) Casability

Hhile- fﬂralg;n-spnnsﬂred major. projects affer .an nppnrtuni y for increasiag
businoss accivi.y and devalnpirg capabilicies 1d speelfic areas, public
S4CEDT PTUJGLLE ﬂDHEtitutE an opparTunlty £a - turther devalap the ZFQ
capabilicy of Canadisn consultants =d chac chey m;gh: sring proven
gxperieded Lo this field to the aifshare bidding ptu:ess and affecs
sudatancial - follow—om gaies oFf Cansdian :nn:crnnti:n serviaes 1ad
machigery and agulpment gurcﬁasea.

Sipgart for Turnkev 2rofecty beosdr Farcher developzent 3 che capasiey
to bid and deliver om turnkey projec:s abroad i3 essensial. Frosucisg
bekzar links among the industelal seccoTa “hich tugt 602 tedns ta
gartizioaca in such prnjects L3 @ key areg for EPurther govarnmenc aatiar,
togechay wich iaplemencing @ E:Encivu, compacl:ive pro jecs flnxnc.ng
mecnanlsms .

4 prafike 2f zhe indeatry is presan:ly be1ng zomplaced as well as.a
cansulcanc :..hu-;y on he Lndus:ry ancicied “Soming o Grips vith Change’.
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Accaghad e che; ﬂpp&ﬂde Facr-Zhaer Lz a Lisc-of pualished maiar rararry.

zgnceralng. che cqnsul ing. sagineering .bndudcey.

. ! )
Evdlting Eavirencent

Whila:che dcmzstic matkel has imprﬂved fram-che LIBT/33 lav, anly very codess
_BTawth Ls anti:gpated ’ut the temginder af the ‘decade. Helcher is zhe rapid
'Erowth in expur; markets, séen prio: ta 1992, expacted co cecurn.

Esscntially, :hﬂ atcivity io =hiz {edyacry uill VALY diracrly with che

countty s capital {nvestment pecformancs. This velatilicy can bé Lllustrated .
wlth refecance €@ the pesy four yeara. In 9B1/31 ghare was concerd Lm the

todustry chat chate wauld he a shartage of gquelifiad pecjonnal te bandle the

~larga -demgnd . Ta: sinoa L3822 che induﬂ:*y ‘has- axpcrinncud Bagsive Laysfrs
"and raday cia situsclon 1s: :nmnla:&ly rcverscd ui*h flrms: haviag a wide

chuiqe Frum ﬂhi:h -] 'ecrni: highiy qualifiﬂd penpla.

In tandem with nﬁzs modest antleook Fo¢ che remsindars of cha 1980° &, Ctha
competitiye- anuiruunen: has changed iavelying ' goeacart ¢wphnsis an prize

‘compecitioa amons an Lncreased mumber of hidders« 1in some circomeeancas,

chis emphasis pre:ludes inmovagive englnaering processes: which) waukd
otheswise lzprove overall of Loug-ta:a dost effliinacy fov zhe prajeck.

At the aame time, foreizn govarnments aram -axpected £o contiue to previge
heavy support tg their consulEing enginauring Fiema. as well, Fir1s fram £hé
baqking couptriég appear Co be ooviog coward greatar explnitatian af tha &l
potantfal. To fhe exrenc chia apparent trend contlzuas dnd salidifi&s. the
Ganadian 1udu5try will ‘find. 1tsel? ac a disadvan:age in rompeting
Lnteruzt'ausllylunless ic racelves commensurata JUppoOEE frog govaroment and
rore effort Lz directed inco R&D ac:ivicf ”

In addicion, prcdu:tivtay and cpst facters will assume; greater iopagtades in
the, fucuce Lm c:fsetttag Lndust:y uycliua‘ changes- This will ha raflecsed
oA & number of- Areas such as hiriag praccices, reductidan of overhead chroygn
gharing of Eacili:ias, mere emfhagls on meruvino peorle groduct ?it?,
sPeedier adgption af épmpucar :cchnolagies, and graarter focos on
rechnolagical development.

Internaticnally, che competition will be duch scronger. Canadian Elrmz will
hava to ba encouraged £n aXporf .and programa develaped 500 A8 To meec Lhe
aatda of Dboth 5uall aid La:g@ ffems. Firmg %11l nave co ¢ffer more cocplsce
services lacluding. ‘training, -floaneial engineering and EPC Alan, they =ill
hawe . recognize che eppattunity and bd ceady tp organiza and EToup .th
athar cnmpsnies which Sffsr complementary semvices. O ineTeasing Lmopriance
alag wilt ba =he aEilirCy to work with local £irms-ta affeas sreasfar ¢f
tschnology -

agaesement of Compacicivenash.

The coasulcing 'enginesring fnduszty, amd Lo oar:i:ular the gotps of :n:pew;a:
‘aecouacing for che bulk af the acnivity, 1s canaidarad gane:ally
soppacicive. on lan 1ntar1a:ional hasis. <1nc=n=*an-induced ‘dogwnysizing and
anvesent taward zdoprion of teading—edge, lesa labour Locensive asestieda auguc
well for icprovad :onpeziazvenﬁss and hencs: prn‘i:abil.:y vhen mackecs
aventually cacovet.. dnuever, fg the exceat the coed af EXPerlencEd [ai=nt
has been weakesad tlirough iayofFs, vulaﬂ:naility za c:mnet;tiu1 ag heme Jand
ahrqad could ba haigh:&ued.

|
‘Spmel EL:ally, large HMroe, beczusa ot céchnplogy, waldus. tachaical skiils.
divarsif ca:ian, markecing shtlig amd Fimamefad regoudess, are io a benisr
posicion to codpece Lntnrnatiuual y. Hediom sized Ilrums Have-lesa scopd
becauae their marke:ing resqurcas are. raia:‘uely fegtricred and thetr
s@rvicas ire in maAtd cunveﬁ:-ona_ fteids whara ‘there 1z hraa:u: wempetitiag.
Tha situacion nf small Fizms 13 far zore prﬂnﬂuutﬁd+ Tiels expore praﬁ?e**=
are nunslderably lawer an aceeunt af bath flnanbial and t=c1n1cn1 tiea.,
affaring convabcional services available elgewhace} Figgars, sxcepl [af £hIse
cogpanies {2 high-y gpecialized flelds. Moregver, mogf gmall fimma- ATe aat
ecrianted in:aﬁua: an_lly and p:u:ur sy esncentrata on the .dumestic marges,

'
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Sucesgsful fdeussing of thefr tachnlical akilla on intarsacicnal mackekbs wo
raquiTe an emhancemsnt of thelr @arketing skills andfer markstimg assistar

The ‘Ladusery. naeda to develop move arreagth {a the flalds of ofl sdd gas, and
garcaln aﬁnufanturing and process. englpeering areas. While che, educdcional
formation of Canadian engineers i3 fully adequats and the requiiire sxillsg
baze appears oregent, the lnduscry guffers ired che- lack of-a track -acartd ia
these fialds due zo: high fn:eigu UﬂnEESth in the clianc sactars which are’
prene to hire hama-based .coasgltancs; the exlscing track vecard of U.5.
angineering firms piving théem an edge in cha contracc awarding processz; and
egllénr use of in-houde engioesving.

“To maistaip acd e¥tend lcs compecitivenzds aod restoca peofltabliicy levels,

‘the faolleving acticoma should he taken by the industry?

fopregsed inceneity and aggresgiveness aof macketing detivity 2nd orevisisa
of 4 more ¢sapleta’ rtangs DE servicas;

fageer adopelom oF cooputer nachnd}ugiés ;ﬁd ;mgfbvgd qhnagamzut
{nformaclon aystems;

mergers, jelat veotures, sod 9cher cooperative endeavours’ amang.smllec B
tu iacraasa che :angE apd depth of capabilitiea;-

acquisitions/margess dzong latge! firos, coablzed wich o s:raamlining of
gparatlins, to braaden capatllicies whila incressing afficiency;

ins:illing in client groups tha Loportance nf‘eritetia_o:hey chan price [n
aoggtandard prnjecta to .avoid growth of tha “minimal Anglcearipg”
phengmenoa. ¥

mgre direct asslstance ﬁp»anpgasg’R@ﬂ,;ﬁtivfty in the swetor;

. ‘aBaisrapce’ ta improve productivicy chrough adegtion &f"tpmpdﬁar
tachoology s .
increased suppa:t for froac—end market dayelohment costs: quickes.

.urnarnund mechanisgs ta 'esand to- project Floancimg requescs; and
nora campetitiva project flngocing.

L]

PREPARED 3V

APEROVED. 3Y: /ﬂfv"ﬂ-r{-r'rrﬂ-' 4/— .

The pracs=ice eucouragad by reliance .on chs lowast’ pricd selecticn crizerion
whereby safa design i3 provided with the lLeast amount of snginestisg. This

practisé may not -yfeld the Lowasc podasible 11fe—syela coses for che projeet.

Ag it digcourages Llonovative dctivicy by coidsuliing engineers, LL can

jeuuurdize chair” tnﬂpeti:i?&n&ss.

- -' '\:" | _:’,". e
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ENDISTRY, CONPETITIVENESSE PROE-
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‘Srattatiral Infarmatian

l. Prineipal Staclscics 98D (B} 1331 1982 1983,
Ezcablizhmants 1,700 +,300
Employmanc | a2 ,00a 19,500
Reveuues {5 mililan] L 740 1.2&5
Exparzs (5 =tllian) g W/ 230 LEEY
Damestie’ Jales (9 m.illj'.qn} i, 400 i ._H_QU
Imparta (5 ofllioa) 14 130 (E)
Canadlin Market (5§ aillioa) 1,340 1,930
Ixooit +_K of shipzen:s i Tl
luports - % 6% Domestlic Mariet L& 8

Z. Rzgignal placribucion = 1931A Aclantie Queoac gncaria  Wast
Estabilghmancs 128 20 T3 1,013
Emoloymane . A, 578 8,510 L, 488 14,478
Shipments - % of cocal 3 23 - 3% ht!

3, Foreign Trade : U5, E.E.G.  Asia arhets

i :
Iaports = % of cocal LOBL Mot available
1882 SA{E] 10¢2)
1943 Hoc avallable
| :
Expart = % of cazal 1781 Mot zvailablae _
' o1se2 ES 1o 35 40
, 1983 Yor -available
4. fajorg Firmg

l. Lavalin

2. SHC

‘3. Momengo

4. d.4.- Simend
3. Acres.
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