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Executive Summary
CME’s biannual Management Issues Survey (MIS) is one of our most
important tools for taking the pulse of the manufacturing community.
It provides valuable insight into the mindset, aspirations and concerns
of manufacturers – both in terms of their day-to-day struggles as well
as their longer-term strategic goals.
Companies responding to this survey represented a broad cross-section
of Canadian industry. We heard from small businesses with only a
handful of employees, all the way up to large, multi-national companies.
Survey results reflect the views of business spanning a wide range of
economic activities and representing every part of the country.
Although each company has its own unique challenges and concerns,
a number of consistent themes were evident in the 2016 survey.
First, businesses were cautiously optimistic about what the future
holds. Most expect modest growth in the coming years, fuelled both
by higher sales in the domestic market, as well as in the United States,
where the combination of stronger economic growth and a more
favourable exchange rate will give Canadian manufacturers a leg up
on their competitors.
Canadian businesses take pride in customer service. They believe
their greatest strengths to be in meeting or exceeding customer
expectations, adapting to changing customer demands, and offering
differentiated products and services.
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At the same time, however, businesses face a number of pressing
challenges that threaten future growth and competitiveness. The issue
of labour and skills shortages once again topped the list. Even in a
time of sluggish economic growth, two of every five businesses face
immediate labour shortages and 60 per cent anticipate scarcity within
the next five years. These shortages – which span a wide range of
occupation types from general labourers to skilled tradespeople to
senior management – are constraining business growth and innovation.
They are causing investment opportunities to pass Canada by and,
in some cases, are forcing manufacturers to shut down their local
operations and move production overseas.
Survey respondents were also clear that they need more from
their governments. Close to half of businesses felt that the federal
government was not supporting their efforts to invest, grow, and build a
strong manufacturing sector in Canada. The level of dissatisfaction was
even higher at the provincial level.
Where businesses need the most help is in minimizing the uncertainty
associated with investing in new advanced manufacturing and
digital technologies. Manufacturers recognize that the pride they
take in satisfying their customers – not to mention remaining globally
competitive – requires embracing these technologies. However, it is not
as simple as buying an off-the-shelf piece of equipment and putting it
on the shop floor. The research, planning, testing and implementation
process, when added to the purchase cost, creates considerable risks
and an uncertain economic return.
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The 2016 MIS was extensive and tested the patience of respondents.
However, it provided an invaluable glimpse into the specific challenges
manufacturers face and the policy solutions they see. The survey points
to clear actions needed in the following areas:
1. Labour, skills and training: Manufacturers want improvements to the
suite of programs available for in-house training, and they want more
financial support for that training. They also want governments to work
with post-secondary institutions to improve existing training programs
and to expand work-integrated learning programs in Canada.
2. T
 axation and regulatory policy: Manufacturers are concerned
about the creeping rise in the cost of doing business in Canada.
Action is urgently needed in any of a number of areas to reverse
this trend.
3. Innovation and technology adoption: Uptake of advanced
manufacturing technologies in Canada is low, but businesses want
to reverse that trend. Respondents believe tax credits and other
incentives will help offset investment risks. They also want more
opportunities to examine and test these technologies.
4. T
 rade and global business: Manufacturers are eager to find
new customers for their products. However, they are largely
unaware of the suite of trade assistance programs available
to them. They also urgently need improvements to existing
trade-related transportation infrastructure and funding to
support travel for overseas business development.
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Food and Consumer Products Canada (FCPC) is proud to partner with
Canadian Manufacturers & Exporters’ (CME) Industrie 2030 initiative,
and to once again sponsor the Management Issues Survey. The
results of this survey will help manufacturers – along with government,
academic and research partners – plot a strategic roadmap to
accelerate innovation and economic growth in key sectors.
Food processing is the largest employer in the manufacturing sector in
Canada, providing approximately 300,000 Canadians with high-quality
jobs in over 6,000 manufacturing facilities in every region of the country.
FCPC’s membership is truly national, providing value-added jobs to urban
and rural Canadians in more than 170 federal ridings in every region of the
country, and is well-positioned to play an even greater role.
The 2016 Management Issues Survey underscores the many challenges
facing all manufacturers across the country. Business leaders’ outlook
in key areas such as the regulatory burden, and government support for
manufacturing and attracting investment has not changed significantly
since 2014. Businesses still face significant hurdles in adopting new
technologies, investing in R&D and therefore in seizing innovation
opportunities to become more productive and competitive.
Notwithstanding these challenges, there is a renewed sense of
optimism in this report, fueled by a focus on productivity and efficiency,
and the long-term competitiveness of Canada’s manufacturing sector.
Food manufacturing represents one of Canada’s biggest global
economic opportunities. The world’s population is estimated to grow
to 9.6 billion by 2050; this will require a 70% increase in global food
production. This growth in food production will need to be achieved
sustainably and responsibly – and technology, research and investment
will be absolutely critical.

There is much that industry and government can achieve together.
Consistent with the findings of the survey, more incentives are required
to encourage food and consumer product manufacturers to re-invest
in their Canadian plants and/ or open new modern facilities. Other
countries are fiercely competing for these investment dollars and
Canada needs to be in the game if we want to keep and grow valueadded jobs in this country.
The adoption of advanced technologies like automation and robotics
is especially important for our industry and there is a lot of potential
to grow in this area. Also critical is R&D in Canada for the industry’s
long term growth and competitiveness. And yet, as the survey finds,
many obstacles remain to the adoption of new technologies –cost and
uncertainty chief among them.
At the same time, Canada’s regulatory regime governing food and
consumer products is woefully outdated, and hinders the ability of our
companies to innovate and to invest. It takes an average of 28 months
to bring a new or reformulated food product to market in Canada – far
longer than in trading partner countries. To some extent, the success
of the Innovation Agenda in the agri-food sector will depend on our
ability to modernize regulations in a timely and competitive manner. As
we look to unleash the innovation potential of sectors like agri-food, the
government must carefully measure the impact of the volume of new
regulation it seeks to impose.
Overall, Canada’s food, beverage and consumer goods manufacturers
share in the optimism of this report, and look forward to playing a
critical role in Canada’s Innovation Agenda.

Canada is well positioned to play a vital role in feeding the world with
its safe, high quality, made-in-Canada products. Our sector’s – and
our country’s – economic growth depends on shifting away from
a commodity-based strategy toward one that drives future growth
opportunities in value-added production. This strategy hinges on a
competitive manufacturing sector, and an operating environment that
fosters R&D, innovation and investment.
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In recent years, Canadian manufacturers who have survived, and indeed
thrived, have responded to competition from low cost jurisdictions; in
many cases they have developed facilities and supplier relationships
in those same jurisdictions as part of their business strategy, and
many are now actively selling into these markets. As they continue to
compete, companies must continue to manage their cost structure
while increasingly providing excellent customer service, supported by
extensive R&D and innovation.
Manufacturing remains one of Canada’s key industries. In its various
guises the Canadian manufacturing industry employs 1.7 million people,
accounts for 11% of all economic activity, with total sales of over $600
Billion.
Manufacturers have always been among the earliest adopters of new
technologies and processes; the continued strength of Canadian
manufacturing lies in these new ideas, supported by extensive
Research and Development (R&D) and innovation. Indeed, currently
the manufacturing industry accounts for 45 per cent of private sector
research and development in this country, and there continue to be
plenty of opportunities for manufacturers to gain a competitive edge, as
individual organizations and as a collective industry.

We at BDO are also investing in new ideas – allowing our people to
better understand the issues affecting the companies we serve in the
manufacturing sector, and developing a wide range of services to meet
their needs.
No matter how challenging the market conditions, the manufacturers
that will succeed are the ones that remain relentlessly focused on their
customer, and reinvest in their people, products and processes. The
coming fourth industrial revolution, based on the use of automation,
data exchange, technology and technology-enabled supply chain
communications, is just the latest example of technology providing a
threat as well as an opportunity for those companies nimble enough to
embrace it.
BDO would like to thank the CME for inviting us to join the journey in
developing a roadmap for Canada as a “strategic leader of the fourth
industrial revolution” and achieving the goal of doubling manufacturing
output and value-added exports by 2030. A clear long-term strategy is
what is needed to empower Canadian manufacturers.
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Respondent
Profile
Where in Canada does your company operate?
In total, 553 companies responded to CME’s 2016 Management Issues
Survey (MIS). There was strong representation from across Canada, and
a majority of businesses operated in more than one province.
The largest share of respondents – about 46 per cent – was
headquartered in Ontario. Quebec had the next highest share of primary
operation, at just below 12 per cent, while BC was home to 9 per cent
of head offices. In total, nearly 58 per cent of businesses operated out
of Central Canada, 28 per cent in the West and just under 14 per cent
in Atlantic Canada.

0.2%
NL

4%
NL

9%
BC

8%
AB

3%
SK

8%

0.2%
PE

12%

MB

QC

46%
ON

6%

Head Office%

3%
NS

NB

However, many survey respondents – about 44 per cent – had
operations in multiple provinces. Nearly two thirds had at least one
facility in Ontario, while 32 per cent and 31 per cent had business
concerns in Alberta and BC, respectively.

Where is the global headquarters of your company?
The vast majority of survey respondents (87 per cent) were Canadianbased. Of those with international headquarters, 61 per cent had
their head office in the United States. EU-based companies made
up 21 per cent of foreign-owned respondents, while 7 per cent were
headquartered in Japan.

Canada 87%

EU 3%
Japan 1%

US 8%

Other 1%

What is the size of your company’s workforce
in Canada?

12% 27% 18% 13% 13% 18%

Survey respondents tended to be small- and medium-sized businesses.
Nearly 57 per cent of all reporting businesses had fewer than 100
employees. About 26 per cent were mid-sized companies, while about
18 per cent were large companies with more than 500 employees.
Compared to our 2014 survey, the number of large-company
respondents is down slightly, while there has been an increase in
responses from smaller businesses.
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500+

Fabricated
metals

17%

Machinery
& equipment

14%

Automobiles, parts
& components

7%

Computers,
electronics
& advanced
technologies

5%

4%

Furniture & related

4%

Wood products

4%

Consumer
products

4%

Aerospace vehicles,
parts & components

4%

Other transportation
equipment & parts
(rail, ships etc.)

4%

Paper products

4%

Clothing & textiles
related

3%

Primary metals

3%

Chemical products

3%

Printing & packaging

2%

*Other

5%

Food & beverage
products

8%

Electrical
equipment, appliances
& components

5%

Plastic & rubber
products

*

If your company is a manufacturer, what goods
are produced?
Survey respondents represent a wide range of manufacturing activity in
Canada. The largest representation was from companies in fabricated
metals production at 17 per cent of total respondents. There were also
a significant number of responses from businesses in food processing,
automobiles and parts manufacturing, machinery and a range of
consumer products.

Other: Refined petroleum and petrochemical products,
non-metallic minerals.

Across Canada (multiple provinces) 41%
Within my home province 21%

United
States
31%

What is the primary market for your sales?
Survey respondents tend sell into the domestic market. Just over
20 per cent stated that their primary business was in their home
province, while about 41 per cent sold products across multiple
provinces. However, a significant number of businesses – nearly
31 per cent of total respondents – reported that their primary
market was in the United States.

Non-US markets 7%
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Economic and Business Outlook
What has been the impact of the following
recent economic changes on your business?
Manufacturers have faced many economic challenges and headwinds
over the last two years. Falling crude oil prices, exchange rate volatility
and slower-than-expected economic growth in Canada and around the
world have all contributed to an uncertain business environment.
Of particular interest, respondents’ views on crude oil prices illustrate the
close interconnection between the energy sector and manufacturing in
Canada. Almost 43 per cent of respondents stated that falling oil prices
had a negative impact on their business compared to just 25 per cent
who thought the impact was positive.
Unsurprisingly, most companies viewed a lower exchange rate as
a positive development; a weaker loonie makes Canadian goods
more competitive in foreign markets. However, a significant share of
respondents (29 per cent) disagreed. The close relationship between
the exchange rate and global crude oil prices means that a lower dollar
is bad news for many businesses with ties to the energy sector.

No
Somewhat
Somewhat
significant
negative
positive
impact

Very
negative

Slower-than-expected
growth in the Canadian
economy

Decline in crude
oil prices
3%
7% 18%
18%
25%
28%

29%
51%

4%
10%
43%

Unknown

Slower-than-expected
growth in the US economy

3% 14%

Slower-than-expected
growth in the
global economy

40%

Very
positive

3% 9%
34%

51%

Decline in the
exchange rate

Decline in overall
commodity prices

2% 9%
20%
20%

3%
6%12%
18%
22%

29% 20%

39%

Equity market volatility
8%4%
21%
65%

How have your company’s business conditions
changed over the past three years?
Respondents generally reported that business conditions have grown
more challenging over the past three years. A solid majority (nearly 58
per cent) reported that the general cost of doing business has risen. A
significant share (38 per cent) also stated that challenges surrounding
the attraction and retention of skilled labour have worsened. On top of
that, many businesses noted that foreign competition is growing fiercer,
both in the Canadian market and abroad.
Business views on consumer demand were mixed, likely reflecting
the split between those companies with ties to energy sector supply
chains and those without. While 41 per cent of respondents stated that
demand for their products has increased, close to 30 per cent reported
the opposite.

Improved

No change

General cost of
doing business
2%
15%
58%

14%
10%

21%

Unsure
Competition in Canada
from foreign goods
13%7%
47%

33%
55%

10%
19%
41%

Industrial innovation and
investment supports
9%
15% 25%
50%
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Access into
foreign markets

26%

Competition in
foreign markets

30%

Worsened

Access to a stable,
cost-competitive
supply of energy
12%
30%

Demand for your products

5%

1%
28%

53%

41%

29%

Access to human capital
3%
17%
38%
42%
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What are your expectations for economic
conditions over the next three years?
In spite of their current business challenges, manufacturers believe
that economic conditions will improve over the next three years.
A strong majority of respondents are especially pinning their hopes
on accelerating growth in the United States. Nearly half also expect
the Canadian economy to pick up.
Businesses are also looking for crude oil prices to rise over the next
three years, but they are less sure about the value of the loonie. A large
share (40 per cent) of respondents believes the Canadian dollar will
remain at about present levels, while a nearly identical share expect it
to increase modestly.

Weaken
Weaken
significantly moderately
Crude oil prices
5%
4% 6%
53%

Canadian
economic growth
3%4%
14%
45%

What is the outlook for your business
over the next three years?
A more optimistic view of prevailing economic conditions is translating to
optimism about future business prospects. In general, manufacturers are
bullish about their future – especially about their growth prospects in the
United States. Close to 60 per cent expect domestic sales to increase
over the next three years, while 62 per cent expect higher sales to the US.
Remarkably, nearly a quarter of respondents expect at least 10 per cent
growth in US sales.
While businesses believe higher sales will translate into more profits,
they also expect profits to rise faster than sales revenue. The reason
for this is that manufacturers are clearly focusing on improving their
productivity and efficiency in the coming years – good news for the
long-term competitiveness of manufacturing in Canada. More than
60 per cent of respondents plan to increase investments in machinery
and equipment, and more than half expect their R&D budgets to grow.
About half plan to increase their workforce training budgets as well.

30%

Decrease
by more
than 10%

34%

Decrease
by 0-10%

Profitability
4% 7%
18% 11%

Stay
about the
same

The Canadian dollar
2%14%
41%

4%
11%
11%
27%

46%

Investment in R&D
4% 4%
16% 4%
34%
34%
38%

2%4%

US
economic growth
4%
7% 10%
22%

Increase
by 1-10%

Domestic sales
3%6%
17% 9%
24%

6% 3%
3% 17%

Increase
by more
than 10%

33%

Uncertain

Sales to the US
5%4%
25%

25%

37%

Investment in facilities

5%5%

14%

30%

Global
economic growth

38%

55%

No
Change

59%

41%

41%

Sales to non-US
foreign markets

Interest rates

34%

14%
46%

Increase
Increase
Uncertain
moderately significantly

Investment in
machinery/equipment
5%
17% 4%
26%

43%
44%

Size of your
Canadian workforce

Workforce
training budget

3%
14% 13%

4%
11% 4%

37%

30%

39%

39%

Production costs
8%3%
14%
46%

26%
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What are the most pressing challenges
facing your company today?
Although businesses pointed to a long and varied list of challenges, two
clearly stood above the rest.

Attracting or retaining
skilled labour

35%

Finding new clients
or business partners

32%
17%

Developing new markets outside Canada
Improving production processes/implementing
digital technologies

As in previous years’ surveys, labour shortages once again topped the
list, as a full 35 per cent of respondents cited attracting or retaining
skilled labour as one of their three biggest challenges. Following close
behind was the challenge of finding new clients or business partners at
just below 32 per cent.

16%

15%

Bringing new or improved products/services
to market

Beyond those two primary challenges, there were a number of others
which were shared by many companies. Exchange rate volatility is of
growing concern to many businesses as rapid changes in the value
of the Canadian dollar make it difficult for businesses to plan ahead
and negotiate prices. Many respondents also pointed to an increasing
regulatory burden and higher costs stemming from government policy
changes as important challenges.

15%

Higher costs due to government policy changes

At the other end of the spectrum, it appears as if interprovincial trade
barriers and access to global suppliers are not significant concerns for
many businesses today.

10%

Cost of labour

10%

Impact of low crude oil prices

15%

Exchange rate volatility

15%

The increasing regulatory burden on businesses

13%

Increased competition in primary markets

12%

Global economic conditions

11%

Supply chain management and logistics

11%

Ageing facilities

9%

Cost and reliability of energy supply

8%

Lengthy regulatory processes causing delays in
investment, expansion and/or product approvals

8%

Excess capacity/lower sales

8%

Cost and/or availability of raw materials

4%

Access to foreign markets (tariffs, regulatory barriers, procurement)

4%

Other

4% Accessing credit and/or cost of business financing
3% Attracting investment and/or new product mandates
3% Lack of information on how to scale up operations
3% Expanding production capacity outside Canada
2% Social licence/public perception challenges
2% Expanding production capacity inside Canada
2% Interprovincial trade barriers
2%

10

Access to global suppliers under competitive conditions
(price, import duties)
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What do you believe are your company’s
greatest strengths?
The Management Issues Survey tends to focus on challenges and
obstacles to growth. This year, however, we wanted to learn from
businesses what they thought they did particularly well. The responses
clearly show that manufacturers and other businesses are heavily focused
on customer service and customer satisfaction.
Customer satisfaction topped the list by a considerable margin with a
response rate of 57 per cent. The next two most popular responses
were also focused on customers. More than 37 per cent of respondents
believed that their ability to offer differentiated products and services was
a source of business strength. Similarly, 36 per cent of respondents prided
themselves on their ability to adapt to changing customer demands.
There were, however, some concerning findings as they relate to
workforce training and engagement. Only one per cent of businesses
thought they were good at identifying workforce skills needs and
solutions. Barely 3 per cent felt that succession planning was a source
of strength.

Satisfying/meeting
customers’ needs

57%
37%

Offering differentiated products/services

36%

Adapting to changing customer demands

34%

Operational efficiency

25%

Adopting new technologies or process innovations

21%

Providing good after-sale service
Identifying promising new technologies or
process innovations

17%
14%

Making good hiring decisions

12%

Finding and accessing new markets

9%

Identifying, nurturing and developing internal talent

6% Recruiting new talent
5% Providing effective workplace learning
3% Succession planning
3% Other
1% Identifying workforce skills needs and solutions

What are the most important factors your business
considers when deciding where in Canada to invest?

Availability of skilled
labour/labour quality
Location of existing
operations

32%

Deciding on where to build a new plant or choosing which existing
operations to expand is one of the most important decisions a business
can make. While many factors influence such a decision, respondents
were clear that some matter more than others. Among the most
important is access to a skilled workforce at competitive wages. Nearly
32 per cent of respondents cited access to skilled workers as an
important factor, while just over 29 per cent highlighted labour costs.

30%

A competitive tax environment is also a critical factor for many
businesses, as is proximity to their customer base and their
existing facilities.

14%

29%

Labour costs

29%

Overall tax rates
(corporate, payroll, etc.)

29%

Proximity to customer base
Government incentives and
support programs

18%

Energy costs

13%

Cost and availability of land

11%

Strength of local markets

11%

Regulatory environment

11%

Quality of infrastructure

9%

Ability to access foreign markets

7%

Customer commitment to local supply

6%

Ability to connect with high-quality post-secondary
institutions to support skills and staffing needs

5%
4%

No plans to expand
Ability to connect with high-quality post-secondary institutions
to support research and development needs

4% Other
3%

Access to new technology and research infrastructure
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Taxation and
Regulatory Policy
Do you believe that governments are supporting
investments in, and growth of, your company?
Governments play a critical role in establishing the economic
environment in which businesses operate. However, once again, our
survey results show that more work is needed. For all three levels of
government, businesses tended to believe that they were not receiving
adequate support for their investment and growth efforts. Half of all
respondents felt that the federal government was not supportive and
the share of dissatisfied businesses rises as the size of government
jurisdiction decreases.
Moreover, at the federal and provincial levels, these results are worse
than they were in our 2014 survey. At that time, 46 per cent of
businesses were dissatisfied with federal policy, compared to
48 per cent in 2016. For provincial governments, the share rose from
55 per cent to 58 per cent. The good news is that business’ views of
municipal governments have improved. In the 2016 survey, 60 per cent
were dissatisfied, compared to 72 per cent two year ago.

Have government tax and regulatory
policies become more supportive
over the past three years?
According to survey respondents, Canada’s taxation and regulatory
burden is becoming more onerous and less supportive. Concerns were
greatest at the provincial level, where nearly three fifths of respondents
felt that the government policies were less supportive than they
were three years ago. That share fell to 48 per cent for the federal
government and 41 per cent for municipalities.
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Federal Government
Yes

34%

No

48%

18%
Unsure

Provincial Government
Yes

30%

No

58%

12%
Unsure

Municipal Government
Yes

19%

No

60%

21%
Unsure

Federal Government

14%

48%

30%

More
supportive

Less
supportive

About
the same

8%
Unsure

Provincial Government

9%
More
supportive

58%

26%

Less
supportive

About
the same

7%
Unsure

Municipal Government

3%

41%

More
supportive

Less
supportive

41%

14%

About
the same

Unsure
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What more should governments do to
support manufacturing in Canada and attract
manufacturing investment to the country?
Survey respondents were clear in stating what government policy
actions would have the greatest impact on supporting growth
in manufacturing: provide assistance with the costs of investing in
new machinery and equipment; and reduce the overall tax burden.
Thirty-eight per cent called on governments to provide tax credits
and other incentives for the purchase of machinery and equipment,
while 37 per cent felt a less onerous tax burden would make a
difference. Other suggestions include a preferential manufacturing and
processing tax rate (22 per cent) and lower energy costs (18 per cent).

38%

Reduce the
business
tax burden

37%

Provide tax credits and other incentives to support
investment in new machinery and equipment

18%

Lower energy costs

22%

Implement a preferential
M&P tax rate

13%
Introduce tax policies that
encourage businesses to
scale up rather than
stay small

16%
13%

13%

Invest directly in
business R&D

Prioritize
Canadian-made
products in government
procurement contracts
Improve access to
business financing

11%

Provide tax credits
and other support for
business investment
in skills training

12%
12%

11%

Better protect Canadian
businesses from unfair
foreign competition

Improve tax policies to support
investment in innovation,
research and development

Promote “Made in Canada”
manufactured goods domestically
and globally

11%

Strengthen training and skills development linkages
between industry and post-secondary institutions
Address labour shortages
(including immigration, post-secondary recruitment, etc.)

9%

Provide tax holidays and other direct incentives
for investments in new plants and facilities

9%
Invest more in transportation
and ICT infrastructure

7%

8%

Better support efforts
to commercialize new
products in Canada

8%

11%

Improve access
to foreign markets

Invest directly in research into
new technologies

Strengthen research and technology
inkages between industry and
post-secondary institutions

6%
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What level of importance does your company
place on the following tax policy measures?
Survey results show clearly that businesses are not interested in tax
cuts simply for the sake of padding their bottom line. They want tax
revenues to be used to help them invest in improving their productivity
and competitiveness. More than fifty-eight per cent believed that tax
credits for investment in new capital, machinery and equipment should
be a high priority. No other tax policy option received a higher share
of responses.
Other tax priorities reinforced the need for governments to prioritize
business competitiveness. Almost half of respondents felt that tax
credits for R&D, and product development and commercialization
should be a high priority, while about 46 per cent chose tax credits to
assist with workforce training.

High

Moderate

Corporate
tax reductions
9%
13%
35%
42%

Small business
tax reductions
17%
20%

36%
27%

Personal income
tax reductions
12%
24%

Low

27%
38%

Reinvesting carbon taxes
in investment incentive
programs
20% 24%
34% 22%

Payroll tax
reductions
9%
14%

Unsure
Manufacturing and
processing tax credits
13%
9%
36%

Consumption
tax reductions
16% 20%

42%

31%
33%

35%

Tax credits to invest in
new capital and equipment
8%
9%
26%

41%

58%

Tax credits for R&D and
product commercialization
8%
16%

49%

27%

Tax credits for
workforce training
7%
10%
46%
37%
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Innovation, Commercialization
and Technological Adoption
What are the most significant challenges
your company faces when bringing new
products or services to market?
Respondents identified the cost of building/development prototypes
as the top innovation challenge they face in the Canadian market. This
result is significantly different from our last survey where manufacturing
costs was the biggest challenge and prototype development was
well down the list. However, as the fourth most frequent response,
manufacturing costs clearly remain an issue.
Survey results point to two other critically important challenges: a lack of
incentives and other programs to offset investment in new technologies;
and having the right people in place. Those issues were highlighted by
about 30 per cent of respondents.

Cost of building/
developing prototypes

36%

External competition
makes new product
development risky

19%

Availability of
skilled personnel

30%

Lack of necessary
machinery, equipment
or plant capacity

18%

Lack of incentives/
programs to invest in
new technologies

29%

Process engineering/
production scale-up

18%

Cost of manufacturing
the final product

29%

Regulatory
impediments

15%

Lack of internal
funding/resources

23%

Product design

14%

Lack of customer
demand

22%

MANUFACTURINGOURFUTURE
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How important are each of the following
in terms of their impact on your
company’s innovation performance?
Improving the innovation performance of Canadian companies is an
ongoing priority. However, when it comes to triggering innovative activity,
there is no greater motivator than customer satisfaction. Nearly 87 per
cent of respondents indicated that customer expectations were very
important, and 77 per cent felt the same about new market opportunities.

Very
important

Somewhat
important

Not
important

Customer expectations

87%

12%

New market opportunities

77%

87%
21%

Internal R&D resources

40%

51%

10%

Availability of qualified personnel

Research and development is also important to business innovation
in Canada, but only from in-house sources. Respondents placed far
less value on access to external R&D, whether from foreign sources,
post-secondary institutions or government. This finding is consistent
with previous MIS results.

49%

44%

7%

Product design and development

54%

39%

7%

Manufacturing processes (LEAN, etc.)

38%

46%

16%

Employee training

41%

52%

8%

Capital investment/machinery

46%

44%

10%

SR&ED tax credits and other government support programs

48%

36%

16%

Workforce culture

54%

38%

8%

Activities of competitors

40%

48%

12%

Collaboration with supply chain

37%

52%

11%

Intellectual property management

30%

47%

23%

Implementation of digital technologies

23%

50%

27%

A young, dynamic workforce

25%

49%

26%

Access to government research

16%

39%

45%

Access to post-secondary R&D

18%

41%

40%

Access to foreign R&D

10% 36%

16

54%
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Does your company use Canada’s Scientific
Research and Experimental Development
(SR&ED) tax credit program?

Yes

56%

No

38%

7%
Unsure

Fifty-six per cent of respondents currently use the SR&ED tax credit
program while 38 per cent do not. This represents a slight increase in
the share of companies using the program from 2014 (53 per cent),
but remains below the 60 per cent level of use in our 2012 survey.
Programs like SR&ED are critical to maintaining Canada’s international
competitiveness. An earlier survey question highlighted that Canadian
companies rely on internal R&D to drive innovation. At the same time,
Canada is recognized as having one of the least attractive R&D tax credit
regimes for large corporations within the OECD.

Have the recent cuts to SR&ED affected
your use of the program?
The SR&ED program has been subject to a number of cuts in recent
years that have reduced the scope of the program and the activities that
qualify for tax credits. Of those who use SR&ED, 55 per cent reported
that these cuts have not affected their uptake of the program, but nearly
35 per cent reported that they have changed their behavior as a result.
Most concerning is the fact that nearly 22 per cent reported that they
now perform less R&D in Canada. A the same time, close to 12 per cent
still perform just as much R&D in Canada as before, but no longer find it
worth their time to apply for the tax credit.

Does your company presently use advanced
manufacturing technologies (3-D printers,
intelligent production systems,
high-performance computing, etc.)?

The adoption and integration of new advanced technologies is critical to
the long-term competitiveness of manufacturing in Canada. However,
according to the MIS results, three fifths of respondents do not use
these technologies in their operations. This finding is a concern. The
share of businesses adopting such technologies needs to increase for
manufacturing to grow in Canada.

No, our company still applies for SR&ED tax credits as before
Yes, we no longer apply for SR&ED, but our R&D efforts
are unchanged
Yes, we do less R&D in Canada now

55%

Yes, we outsource our R&D efforts to
outside the country
Unknown/unsure

22%
12%

11%
1%

Yes

38%

No

7%

60%

Unsure
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What are the main obstacles your company faces
in adopting new technologies in your operations?
Based on our survey results, the clearest obstacles to adopting new
technologies are linked to cost and uncertainty. Forty-six per cent of
businesses stated the cost of purchasing new equipment was a major
obstacle – a figure likely exacerbated by the low Canadian dollar which
is raising the cost of importing new capital.
Businesses also clearly see risk in adopting new technologies. Nearly
40 per cent are uncertain if the benefits will sufficiently exceed the costs,
while close to one third see risk in the general uncertainty surrounding
the technology itself. Finally, 31 per cent are unclear how such
technologies will fit into their existing operations.

15%

Lack of sufficient financial and/or
tax incentives
Lack of information about the new technologies
that are available

17%

Limited opportunities to test new technologies

32%

31%

Unclear how new technologies would
fit into existing operations

31%

Risk associated with investing in a
product with uncertain application/return

6%

Learning about the technology/training employees is too expensive
Incorporating new technologies takes up too much
productive time/too disruptive to ongoing operations
Cost of purchasing
equipment

16%
46%
10%

Installation costs
Uncertainty about the economic
return on investments

39%
9%

18

Other

2016 Management Issues Survey Results – Canadian Manufacturers & Exporters

Labour, Skills and
Workforce Training
Does your company face immediate labour and/
or skills shortages today? Do you anticipate such
shortages to arise within the next five years?
Close to 40 per cent of all companies responding to the Management
Issues Survey say they are already dealing with labour and skills
shortages. While concerning, this total actually represents a significant
improvement over the 2014 survey results, when 56 per cent said
the same.

Today
Yes

39%

No

58%
Unsure

Within 5 years
Yes

59%

No

25%

16%
Unsure

However, businesses expect their workforce challenges to deteriorate
in the coming years. About 60 per cent of respondents believe that
labour and/or skills shortages will be worse five years from now than
they are today.

In what occupations does your company
face the most urgent labour/skills shortages
today? Five years from now?
For those businesses that do face labour or skills shortages today, by
far the most common are for production workers – welders, machine
operators and those in other skilled trades. Sixty-three percent of
respondents that need workers need them in those fields. There was
also a significant need for general labourers; about 45 per cent of
businesses reported shortages in that area.
Five years from now, MIS respondents expect shortages to get worse
in skilled production fields. They also expect shortages to become
more common for scientists, engineers and researchers, as well as for
management positions. Meanwhile, fewer businesses expect to see future
labour shortages for sales, marketing and customer service positions, as
well as general labourers.

Today

63%

5 years from now
Skilled production workers
(welders, machinists, etc.)

75%

18% 25% Management
Administration and office functions (accounting,

6% 7% human resources, health services, etc.)
24% 31%

Scientists, engineers, researchers, etc.

23% 25% Production support (IT, maintenance, etc.)
45%

38%

General labour

26% 21% Sales, marketing and customer services
3% 4% Other

24%
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How has your business responded to
existing labour/skills shortages? How will
you respond five years from now?
Businesses are using a range of strategies to address existing and
anticipated labour and skills shortages. In the immediate term, they
are recognizing that they will have to pay more to attract and retain
the workers they need. They also recognize the need to invest in their
own workforce to ensure the right skills are being developed. To offset
those added costs, businesses are placing a high priority on improving
operational efficiency.

Today

57%
35%

20%

Increase labour costs

45%

Increase investment in workforce training

Increase recruitment of talent from other employers

12% Slow growth in business and new product development
37%

Increased investment in automation

14% Forego production opportunities

16% 4% Move production and investment to other countries
2% Move production and investment to other provinces/territories
23%

24%

Participate more actively in programs that increase the
overall size of the labour pool (ie. apprenticeships)

4% 6% Other

What role should governments play in helping
manufacturers address labour and skills shortages?

43%

Manufacturers had mixed views on what they thought was the most
effective role for governments to play in helping address labour and
skills shortages. However, the most common response was that
governments should provide more direct funding to support employerdriven training, both of new hires and the existing workforce. This
finding suggests that businesses prioritize workforce training activities
that meets their individual needs. It also implies that programs like the
Canada Jobs Grant are providing the right kind of support, but that
more is needed.

39%

Another clear result from this question is that manufacturers believe the
current education system, including its linkages into industry, need to
be improved. Businesses clearly saw the need for a stronger system of
work-integrated learning, developing training programs that better meet
business’ needs, and more active promotion of the skilled trades as an
attractive career option for Canadian youth.

27%

21% 24%
19%

Increase focus on
operational efficiency

56%

40%

28%
The concern is what will happen five years from now if these skills
shortages go unaddressed. While there are positive signs – businesses
plan to invest more in automation and skills training – the survey points
to troubling findings as well. Seventeen per cent of respondents believe
they will close their Canadian operations and move to another country
where labour and skills are more cost-effective and readily available.
Nearly a quarter plan to step up their recruitment from other companies,
suggesting that a bidding war will arise for available talent. That will only
serve to further drive up the cost of manufacturing in Canada.

5 years from now

Provide more direct funding to
support training of new hires
Provide more direct funding to
companies to support training of
the existing workforce
Work with post-secondary institutions to
develop training programs that better
support industry needs
Work with industry/education providers
to develop a stronger system of workintegrated learning (apprenticeships)

36%
36%

More effectively promote skilled trades
and other career options to secondary students

29%
28%

Provide more training tax credits
Lower payroll and other taxes

25%
13%
9%

Work to improve labour force engagement in under-represented
groups (youth, Aboriginals, recent immigrants, etc.)
Other
Increase recognition and accreditation of prior learning to those

6% pursuing new career
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What are the main issues preventing your company
from investing more in workforce training?
CME also asked businesses why, if labour and skills shortages were
such a pressing issue, they were not investing more in training their own
workers. While responses were mixed, two stand out. About 35 per cent
stated that there were no existing training programs available that met
their specific needs. This suggests a mismatch between the services
being offered by education and training providers, and the needs
of businesses.

30%

Lack of satisfaction with the results of past
training programs
Concern about losing the workers after
they have been trained

23%

A preference for hiring experienced workers

A second issue is poaching. Three in ten respondents were concerned
that when training was completed, they could potentially lose the
worker to a more attractive job offer. In such a case, they would bear
the cost of training and creating a more productive and valuable worker,
but lose any return on that investment.

15%

17%

Lack of internal financial resources

31%
29%

Too busy to afford the down time

23%

Lack of sufficient government incentives
Lack of information about available training programs
No existing training programs fit
our specific business needs

35%
19%

Impact on costs
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Approximately what share of your total
Canadian production is exported?
Survey respondents are very familiar with competing in international
markets. About 81 per cent already export at least a share of their total
Canadian production and more than one fifth export more than 75 per
cent of what they make here at home.

16%

27%

18%

15%

21%

None

Less
than 25%

25-49%

50-75%

More
than 75%

What are the primary markets to which your
company exports?
Unsurprisingly, the United States is by far the most common export
destination for Canadian manufactured goods. More than 96 per cent
of respondents that export sell into the US. However, a significant
share – about one third – also exports into the European Union. China
and Mexico were also important markets for survey respondents.
It is worth noting that although the US is their dominant market,
Canadian manufacturers export all over the world. Whether it is India,
Chile, the Middle East or elsewhere, Canadian businesses are exploring
the globe to find markets for their goods.

Which international markets do you
believe offer the greatest opportunities
for growth in the next five years?
As noted in the 2014 MIS results, it is something of a truism that China
and other developing markets in Asia hold the greatest trade and
investment opportunities. Once again, however, survey respondents did
not agree. Respondents felt strongly that the greatest opportunities for
increased trade in the next five years are in the United States. Nearly
80% stated as such in the 2016 survey, identical to the response rate
from two year ago.
A possible reflection of the opportunities expected from an implemented
Canada-EU Comprehensive Economic Partnership Agreement
(CETA), the EU was the next most common response at 24 per cent.
Businesses also see opportunities for growth in China and Mexico.

22

Russia 7%

EU 33%
US 96%

China 23%

Other countries
in Europe 13%

Japan 11%

Mexico 20%
Other countries
in the Americas 15%
Chile 8%

EU 24%
US 78%

Other countries
in Asia 12%

North Africa and
Middle East 12%
Brazil 9%
Argentina 7%

India 8%

Chile 6%

Russia 5%
China 18%

Other countries
in Europe 6%

Japan 3%

Other countries
in Asia 6%

North Africa and
Middle East 9%
Brazil 7%
Argentina 3%

South Korea 8%

Australia, New Zealand
and the South Pacific 16%

Mexico 19%
Other countries
in the Americas 9%

Unsure

Trade and Global Business
Development

India 13%

South Korea 3%

Australia, New Zealand
and the South Pacific 6%
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What has been your experience with the following
trade assistance programs, tools or agencies?
Canadian manufacturers have a wide array of programs and tools
available to help them become export-ready and to have success in
international markets. For the first time, the MIS asked businesses about
their experience with these offerings and how effective they believed
them to be.
The clear message is that most businesses are not using the suite of
programs available to assist them. In most cases, more than half of
respondents were either unaware of the specific assistance mechanism,
or were not using it.
The most positive response was for the services offered by Export
Development Canada. Not only was uptake/awareness of EDC services
far higher than other offerings, but the level of satisfaction was high as
well. Of those who were aware of or had used EDC services, close to 80
per cent felt them to be somewhat or extremely beneficial.

Unaware of this
program/offering

Not at all
beneficial

Export Development
Canada (EDC)
15%
39%

30%
16%

Canadian Commercial
Coroporation (CCC)
6% 2%
14%

Somewhat
beneficial

Trade Commissioner
Services (TCS)
7%
24%

Consulates and Embassies
in Canada
3%
18%
22%

57%

CanExport Funding
Program
3%
9%
16%
72%

34%

27%

28%

Forum of International
Trade Training (FITT)
6%

Provincial Gov’t Ministries
of International Trade
5%

14%

26%
79%

77%

Business Development
Bank of Canada (BDC)
10%

52%

17%

Very
beneficial

World Trade Centres
3%
10%
18%

Enterprise Canada
Network
7%
13%

70%

Trade Missions
5%
23%
23%

52%

17%

79%

Provincial Gov’t
Funding for Exporters
8%

49%

20%

54%

18%
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When doing business in foreign markets, what are
the most significant external challenges your
company faces?

42%

Foreign markets offer tremendous opportunities for Canadian
businesses, but they can face a host of challenges and obstacles in
those markets. Topping the list of challenges in the 2016 survey was
the intense competition Canadians face from other countries.

26%

As in our 2014 survey, another critical issue is the ability to find
international customers. Companies may be aware of overseas
export opportunities in an abstract sense, but there is a tremendous
difference between that and identifying who specifically might want
to buy your products. This challenge speaks to the need to leverage
existing resources like Canada’s Trade Commissioner Services to
facilitate trade.

22%

Respondents also highlighted a series of market access barriers that
are preventing them from expanding sales abroad. These include both
tariff- and non-tariff barriers alike.

Competition from other countries

27%

Transportation infrastructure and logistics
Difficulty finding customers
Regulatory measures and product standards that
favour domestic producers over Canadian firms

25%
24%

Import tariffs or quotas
“Buy Local” provisions that discriminate against
Canadian products

19%

Language/cultural barriers

15%
10%

Lack of qualified local business partners
Political instability, unpredictable business environment,
corruption, etc.

8%

Restrictive procurement policies in foreign countries

8%

Other

6% Export controls applied by Canada
5% Inadequate intellectual property protections
2% Risk of government expropriation

What are the most significant internal or domestic
challenges your company faces when exporting?
While businesses face challenges in foreign markets, there are also issues
here at home that can be a handicap. The most oft-cited challenge is
Canada’s network of trade-related transportation infrastructure. Getting
goods to market as quickly, efficiently and cost-effectively as possible
can make the difference between making and losing a sale.
Another important issue is the cost/risk associated with seeking out
new opportunities. Finding new international customers requires
significant up-front market research and analysis with no guarantee of
success. This can especially be an issue for small companies looking
to export who may not have the time or financial resources needed to
do this advance work.

40%

Transportation infrastructure
and logistics

36%

Cost/risk associated with seeking out
new opportunities
Lack of information about prospective
markets and market opportunities

33%
21%
12%
10%

Administrative hurdles associated with shipping products
Inability to acquire raw materials and inputs at competitive prices
Export controls applied by Canada

9%

No trade agreement in place with that market

9%

Other

8%

Domestic regulatory barriers, including inter-provincial barriers

8%

Lack of sales within Canada to demonstrate product quality
Lack of effective dispute-resolution mechanisms in existing

6% trade agreements

24

2016 Management Issues Survey Results – Canadian Manufacturers & Exporters

Canada has concluded or is negotiating a number
of agreements to open new export markets
for Canadian businesses. How do you believe
each of these will impact your company?
Canada has negotiated a number of trade agreements in recent years
aimed at removing the tariff- and non-tariff barriers facing businesses
in international markets. While manufacturers are supportive of free
trade agreements generally, they have mixed feelings about recentlyconcluded negotiations. Understandably, with not a lot of information
available about some of these agreements, a large share is unsure of
what the ultimate impact will be.
Businesses are most optimistic about the CETA agreement with the EU.
While one third is unsure about the impact, a comparable share believes
it will have a positive impact, and only 3 per cent thinks the impact will
be negative.

Unsure/
no information

Negative
impact

Trans-Pacific Partnership Agreement

3%

14%

31%

32%

29%

Canada-South Korea
Free Trade Agreement

Canada-Ukraine
Free Trade Agreement
4%

12%
37%

42%

14%

Canada is exploring other trade-liberalization
opportunities around the world. Where should
these efforts be focused?

30%

28%
34%

There is some clear concern, however, about the proposed Trans-Pacific
Partnership agreement (TPP). A full 14 per cent of respondents believe
that agreement will have a negative impact on their business.

The highest priority for respondents is China. Nearly 43 per cent of
respondents want trade with China to be further opened up. India,
Brazil and Central America are also priority markets.

Minimal
impact

Canada-EU Comprehensive
Economic and Trade Agreement

37%

In spite of their concerns or lack of information about recently-concluded
negotiations, Canadian businesses clearly want the federal government to
continue pursuing free trade around the world. Only about 13 per cent felt
that Canada should not be negotiating any new agreements.

Positive
impact

43%

10%

China 43%

Russia and
Eastern Europe 18%

Southeast Asia 13%

Central
America 28%

Africa and
Middle East 13%

India 36%

Brazil/MERCOSUR 26%
Other 9%
Canada should not be pursuing additional free trade agreements 13%
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Which of the following government
supports would have the greatest positive
impact on your export growth?
Governments have a range of policy tools at their disposal to help boost
exports. The MIS asked businesses which of these they thought were
the most beneficial. According to respondents, governments can make
the greatest impact by helping offset the costs of business development
and travel to foreign markets to generate sales. These up-front costs
can be a major barrier to trade since businesses must spend significant
time and resources without any guarantee of success.
The second priority is to deepen existing trade agreements, notably
NAFTA. This finding is consistent with the results from other questions
in this survey. Businesses see the US as their most important market
and the one with the most untapped potential. Better access to the
US market will mean more export opportunities for Canada.

39%
24%

Lowering the costs of international business travel

23%

Negotiating new free trade agreements

16%

New trade finance and insurance products and services

13%

Funding for export training

12%

Funding for trade commissioners with sector-specific expertise

12%

Creation of Export Accelerators/Incubators for
high-growth-oriented firms

12%
11%
10%

26

Funding for business
development and travel
Making deeper commitments under
existing trade agreements (eg. NAFTA)

48%

Funding to hire export managers
Making deeper commitments under the Agreement on
Internal Trade
Other
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Climate Change and
Carbon Pricing
Do you support carbon pricing as a means to
reduce emissions from the industrial sector?

Yes, it strikes a balance between the need to act on GHG emissions while
minimizing economic disruption
No, a carbon pricing policy would not go far enough to mitigate
climate change

Carbon pricing is a controversial issue. While most businesses agree
that action needs to be taken on climate change, they are also
understandably concerned about the potential impact of carbon pricing
on their ability to compete – especially with countries that may not have
as stringent environmental regulations or a carbon pricing mechanism of
their own. A full 35 per cent of respondents voiced such concerns, while
another 32 per cent believed that the impact will depend on the details
of a national carbon pricing plan.

No, carbon pricing policy will erode business
competitiveness and hurt the economy
It depends on the details of the
carbon pricing plan

22%

How would your company adapt to a
new or additional price on carbon?

11%

35%

32%

Pass along increased costs
to consumers

54%

Businesses are adopting a range of strategies to cope with the increased
costs associated with a price on carbon. Most plan to pass along at
least some of their costs to consumers, which will translate into higher
prices for most goods. This also comes back to lingering concerns about
remaining competitive with other countries; Canadian businesses will have
a hard time passing costs along to consumers if their foreign competitors
are not operating with a comparable carbon pricing system.

43%

Businesses also hope to identify a range of efficiency gains to lower
their carbon footprint, whether it be producing more efficiently or
investing in new technologies or facility retrofits.

13%

Invest more in our operations outside Canada

13%

Reduce output levels

Look for ways to produce more efficiently

33%

Absorb costs as part of the operating budget

20%

Increase investments in energy-efficient facility retrofits

19%

Increase investments in new technologies, machinery
and equipment

16%

Move production to another jurisdiction

One concerning finding from this question is that unless well-designed,
carbon pricing could lead to an exodus of business activity from
Canada. Just below 16 per cent of respondents stated that they will
move production to another jurisdiction, while 13 per cent plan to focus
new investments in other jurisdictions.

How should governments help businesses
adjust to new carbon pricing measures?
Governments can take steps to help Canadian businesses remain
competitive at the same time as they impose new or additional prices
on carbon. Asked to select three options, survey respondents were
clear on which they preferred. Half stated that, to compensate, other
business taxes should be reduced by an equivalent amount. About the
same share believed that carbon tax revenue should be redirected to
offsetting the costs of facility retrofits to reduce emissions, while slightly
less (40 per cent) called for tax incentives to offset the costs of buying
new technologies, machinery and equipment.

20%

Provide tax incentives for businesses
to invest in facility retrofits
Reduce other business taxes by an
equivalent amount
Provide tax incentives to reduce the cost of
investing in new technologies and equipment
Invest carbon pricing revenues in primary research on
environmental technologies

20%

Invest in alternative energy programs or “green” industries

19%

Help to offset the cost of commercializing new products
and technologies

50%
50%
40%

11%

Increase spending on economic infrastructure

7% Other
6% Invest in public transit and consumer rebates
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Who We Are
About Canadian Manufacturers & Exporters

About the Canadian Manufacturing Coalition

Since 1871, we have made a difference for Canada’s manufacturing
and exporting communities. Fighting for their future. Saving them
money. Helping them grow.

The Canadian Manufacturing Coalition is comprised of more than
50 major industry groups, united by a common vision for a world-class
manufacturing sector in Canada.

The association directly represents more than 2,500 leading companies
nationwide. More than 85 per cent of CME’s members are small
and medium-sized enterprises. As Canada’s leading business
network, CME, through various initiatives including the establishment
of the Canadian Manufacturing Coalition, touches more than
100,000 companies from coast to coast, engaged in manufacturing,
global business and service-related industries.

The Coalition speaks with one voice on priority issues affecting
manufacturers, and what must be done to ensure all Canadians
continue to enjoy economic growth, high-value outputs and high-paying
jobs. The Canadian Manufacturing Coalition’s member organizations
represent roughly 100,000 companies through their collective networks.

manufacturingourfuture.ca

CME’s membership network accounts for an estimated 82 per cent of
total manufacturing production and 90 per cent of Canada’s exports.

cme-mec.ca

CME Lead Team:
Mathew Wilson
Senior Vice President
mathew.wilson@cme-mec.ca

Mike Holden
Chief Economist
mike.holden@cme-mec.ca

Marie Morden
Manager, Stakeholder Relations
marie.morden@cme-mec.ca
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