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CANADA

PRIME MINISTER . PREMIER MINISTRE

It is with pleasure that I extend my warmest.greetings to
the staff and readers of The Economic and Technology

Development Journal of Canada.

Over the years, this publication has sought to respond
‘1o the needs and demands of its readers by emphasizing the
- vimportance of innovative thinking in an ever-changing market.
Thengtc-z]f at The Economic and Technology Development Journal
of Canada have endeavoured to encourage both the public and
the prlvate sectors to share ideas and experiences, thereby assisting
in the development of creative solutions to the challenges of the

21st century.

Please accept my best wishes for every success in

the years ahead.

OTTAWA
1998
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“Who says a small business

Introducing Best Impression for small business. Every business has an image. And it can say volumes about the
service you provide. Which is why Bell created the “Best Impression” solution, affordable services that help
create a big impact with your customers. You get a toll-free number, a special ring to identify customers’ calls,

Call Answer service so you never miss a call, and more. For details on this, or other customizable solutions,
call us. And just wait until your customers hear.
1888676-7777 www.bell.ca/yoursolution

m; 1ess can't
ake a big impression?
)
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Yo To INVESTIGATE -

© AND ENVEST [T

THE MOST DYNANMIC

ECONOMIES IN THE

MIKE HARRIS,
EMIER OF ONTARIO

I'm talking about Ontario. Independent sources confirm that we're outpacing Canada in attracting
new investment, and growing significantly faster than any of the G-7 nations. The reasons? e First off,
forwérd—looking corpdrations know the value of well-trained minds. Two thirds of the new jobs
created in the last ten years were in knowledge or technology-based industries. Fully half of Canada’s
scientists and engineers work here. ® At the same time, ourvcosts are very competitive. Ontario’s
hourly manufacturing wages, adjusted for both taxes and benefits, are well below the average in
neighbouring Great Lakes States. ® Look at infrastructure, and again Ontario appeals. We're close to
the geographic heart of North America, with multiple roéd, rail, and airlinks to the U.S., and 120 million
consumers within a day's drive. No wonder exports have doubled in the last decade. ® And
our government has moved swiftly since 1995 to further improve the business climate - by reducing
the deficit, cutting taxes, and freezing power costs. e Finally,

and of growing importance to progressive companies, is our

enviable lifestyle. Ontario has many great cities: Fortune ONTMIO
Magazine ranks Toronto among the best North American CANADA

cities in which to live and work. And the U.N. named Canada

. . , THE FUTURE'S RIGHT HERE
the best country in the world for three years running. Let's

talk about our future together. Call: 1 (416) 360-4647.



EDITOR'S MESSAGE

CONOMIC DEVELOPMENT or-

ganizations have been using the

The Economic & Technology De-
velopment Journal to gather strategic
intelligence on new models and ap-
proaches in order to deliver better eco-
nomic development services to their
clients.

The Journal is dedicated to dissemi-
nating the latest information and ideas,
and to advocating critical discussion in
our profession. It serves as a tool for
the exchange of ideas among profes-
sionals, concerned citizens, politicians
and academics whose objective is to
stimulate economic prosperity for their
community, region or country.

To meet this challenge, the Journal
provides the reader with a selection of
feature articles that discuss timely is-
sues in the various sectors relating to
economic development. These include
the use of technologies to manage cli-
ent relationships, the building of busi-
ness alliances, and the use of marketing
techniques.

Every business today competes in
two worlds: the physical world of re-
sources that managers can see and
touch; and a virtual world of informa-

tion which is rapidly expanding to
meet our diversified needs.

The use of information should pro-
vide EDPs with an important competi-
tive advantage. We hope this Journal
will assist development organizations
in better servicing their clients.

I would like to thank the Journal’s
advisory board, the City of Vaughan,
our sponsors and partners whose help
has made this year’s Journal a suc-
cess.

Frank Miele
January, 1998

The Journal thanks the following organizations for their assistance and support:

=EDCO

ECONOMIC DEVELOPERS COUNCIL OF ONTARIO INC,

Economic Developers Council of Ontario

Canadi

Human Resources Development Canada

The Ontario Municipal Management Institute

*

Economic Developers Association of Canada

RYERSON

SCHOOL OF URBAN AND REGIONAL PLANNING

Ryerson School of Urban and Regional Planning

National Council for Urban Economic Development

Visit our website to read the 1997 & 1998 Journal
www.edco.on.ca

COVER ART: Maple Leaf by John Eric Laford. The art of Laford, a Canadian painter
and totem carver, combines the legends of native peoples and aspects of Western
culture — in this painting, he incorporates images of the loon, beaver and maple leaf.
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TO FIND THE PERFECT
SITE LOCATION, YOU NEED A
TRANSPORTATION EXPERT

Who better to help you find
the right business location
than a Iogisflipés expert, a
real estate expert, and a

rail expert. All in one.

At CN, :we’r'e business
development specialists. ‘
On every front. Aﬁéjr; ,c'ar'ef:ul
analysis of your total

distribution needs, we set

out to find the site location

that meets your | WITH AI.I. THE

requirements. All your

wnsporation nees e IRIGHT CONNECTIONS.

fully examined.

Through CN’s vast North
American network, we can
give you direct access to
prime real estate and

premium rail service.

If your're looking for a new
location, to expand or

relocate your business,

connect with CN.

Call 1-888-668-4626.

CANADIAN NATIONAL

www.cn.ca



INFORMATION TECHNOLOGY

Access & Innovation.:

Telecommunications as an Enabler of Economic Development

BY ‘ André Tremblay

' Thé telecommunications industry is one of the few “enabling” sectors of the Canadian

economy. Its deyelopfnent holds great promise to generate economy-wide benefits and improve this

country’s overall competitiveness. This can best be accomplished through an industry structure founded

on open networks. It is clear that government policy makers and regulators will play a key role in

creating the necessary policy environ-
ment, and even industry structure, for
beneficial competition to flourish.
Similarly, private industry must act
upon the opportunities that emerge in a
liberalized marketplace.

During 1997, Canadians witnessed
and benefited from significant public
policy developments and industrial
growth. The private sector made, and
continues to make, massive invest-
ments in new communications infra-
structure. Previously unimaginable
structural changes are being imple-

mented to take advantage of new com-
petitive opportunities, both at home
and abroad.

Clearly, there is much to look for-
ward to: by unleashing competition in
the telecommunications industry, one
of the main drivers of our national
economy, we will ensure continued in-
novation and the development of a Net-
work Economy. These are key to our
future success. '

The growth potentia, moreover, is
directly tied to a commitment by gov-
ernment and the private sector to main-

network.

ANDRE TREMBLAY is President and CEO of Microcell l
Telecommunications Inc., Montreal, which launched

Canada’s first Personal Communications Services (PCS)

He holds senior positions in the Telesystems Group,
Microcell’s largest shareholder. In addition to a Licence

in Accounting from Laval University, he has a Master’s

Degree in Taxation from Sherbrooke University.
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tain a leadership position in knowl-
edge-based industries — in other words,
to ’building an information highway
which is fully interconnected and in-
teroperable with the rest of the world.

Policy Developments
From the perspective of public policy,
1997 was a pivotal year. As a general
rule, the quality of policy is improved
if government carries out real consult-
ation with stakeholders. This has been
exemplified in the work of the Infor-
mation Highway Advisory Council
(IHAC), which completed its three-
year mandate in September. IHAC’s
final report, “Preparing Canada for
the Digital World,” stresses access and
innovation as cornerstones of a suc-
cessful information highway policy,
for Canada to succeed in the global,
knowledge-based Network Economy.
Also in 1997, on May 1, the Cana-
dian Radio-television and Telecom-
munications Commission (CRTC)
issued a landmark series of decisions,



laying out the regulatory framework
for a transition to a fully competitive
communications marketplace. The
framework is built upon the principles
of technology-neutrality, open access
and interoperability of networks. Suc-
cessful implementation of the May 1st
decisions will ensure Canadians re-
ceive the full benefits of competition in
the local access marketplace.

New Access Technologies

Frances Cairncross in her recent work,
“The Death of Distance,” notes that
competition in communications is not

INFORMATION TECHNOLOGY

« the licensing of new multipoint dis-
tribution systems (MMDS);

+ and the removal of the historical pro-
hibition on telephone companies
from operating distribution systems
in competition with cable television.

Canadian companies also had unpar-
alleled success abroad. Building on ex-
pertise developed at home, global
markets were open for Canadians not
only as equipment manufacturers and
suppliers, but also, increasingly, as
network operators in distant.markets.
The development of new access tech-
nologies and blossoming export oppor-

consumer benefits arising from new
competition: a-greater choice of tech-
nology; more responsive service
providers; commoditization of the
transport function; interoperable tech-
nologies that offer consumers truly
global service; and more customized
content, through value-added and inno-
vative products.

Competition and Innovation

In its final report, IHAC emphasized
the importance of innovation to ensure
the quality of Canada’s information in-
frastructure:

INCREASED COMPETITION | Telecommunications is being transformed from

a supply-led to a demand-driven industry, with consumers able to choose

only new, it is enormously important:

“Fifteen years ago, people had to rub
along with one national monopoly tele-
phone operator ... a handful of big

- broadcasters or even a single one, run
by the state; a solitary cable company.
In few other industries in the capitalist
world has this level of monopoly been
allowed and the spirit of competition
so crushed.”

She concludes that only competition
will guarantee that consumers will
truly benefit from the technology races
now being run by the telephone, televi-
sion and Internet.

In 1997, Canadian consumers saw
the first signs of these benefits. There
was the emergence of several new ac-
cess technologies, including:

» extensive deployment of personal
communications service (PCS) net-
works;

*» the launch of two Canadian Direct-
to-Home (DTH) satellite services;

* the trial roll-out of a local multipoint
communications system (LMCS);

their preferred access technology.

tunities are but two of the readily-iden-
tified benefits from the billions of dol-
lars spent on network infrastructure.
Beyond this, there is a farther reaching
impact, and an inescapable conclusion:
telecommunications is being trans-
formed from a supply-led to a demand-
driven industry.

The commercial imperative for any
network operator in a competitive en-
vironment is to become the preferred
access provider — a consumer’s
number one port of entry to satisfy his
or her communications needs.

For example, one choice now avail-
able, personal communications serv-
ices or PCS, is a new wireless
technology that has been described by
former U.S. Federal Communications
Commission Chairman Reed Hundt as
what will be “our 21st century tele-
phone company.”

Consumers will henceforth be able
to choose their preferred access tech-
nology, and it is difficult to predict
where all this will lead. What is more
possible to predict are the numerous

“Direct and indirect measures by
government to support R&D by Cana-
dian companies should give priority to
research on improving the capacity, in-
terconnection and interoperability of
high-speed network and related appli-
cations.”

IHAC is right, for two completely
different reasons, to encourage further
R&D in telecommunications.

The first is related to overall spend-
ing on research and development
where, at 1.5 percent of Gross Domes-
tic Product, Canada has ranked behind

~ all G-7 countries except Italy. This low

level of investment can have negative,
longer term impacts on Canada’s abil-
ity to compete in a global, knowledge-
based economy.

The second reason IHAC “got it
right” is in calling for further R&D
specifically in telecoms — an area
where Canada already excels.

By building on our strengths, it
makes the chances for further success
even greater. (In recent years, the tele-
communications equipment sector ac-
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counted for the largest share of Can-
ada’s private R&D expenditures. Be-
tween 1989 and 1993, the
telecommunications sector invested an
average of $765 million per year. This
amount equals 14.5 percent of all pri-
vate sector R&D. Another $162 mil-
lion was invested by the commun-
ications service sector in 1993, repre-
sents 2.9 percent of total R&D expen-
ditures.) ,

To increase innovation and Ré&D,
perhaps the single most important
measure for policy makers and regula-
tors is to encourage the liberalized de-

GLOBALIZATION |

INFORMATION TECHNOLOGY

on the benefits of competition is one
which encourages openness, interoper-
ability and decentralization of net-
works.

We have to accommodate experi-
mentation and innovation in order to
allow for the phenomenon known as
“globalization.”

Products and services may be devel-
oped for a local or niche market, but
open standards and network connectiv-
ity allow these instant access to global
markets.

Through this, Canadians are able to
participate fully in the instantaneous

Interoperability can threaten market
share. As a result, the one entity who
may not see value in openness is the
dominant provider of any given prod-
uct or service. And for that reason,
public encouragement of competition
is 8o important.

Conclusions
Despite all that has been accomplished
over the past year, what is even more
remarkable is that which is left to be
done.

As a paradox, government and regu-

Products and services may be developed for local or

niche markets, but open standards and network connectivity allow instant

velopment of the communications in-
dustry.

Competition in the local access mar-
ket will beget further innovation. And,
simply put, innovation is an important
strategic variable in marketplace ri-
valry. As a result, a competitive indus-
try is more conducive to innovation
than a monopoly structure.

Kevin Kelly, in a recent article from
Wired magazine, “New Rules for the
New Economy”, argues that wealth will
not be gained by perfecting what is
already known, but rather by imper-
fectly seizing upon unknown opportu-
nities.

The ideal environment to cultivate
the unknown comes by nurturing the
supreme agility and nimbleness of net-
works. In other words, we need to en-
courage open networks and standards
to offer testbeds and platforms upon
which to build.

Open Access

Personally, I strongly believe the eco-
nomic framework best suited to deliver

access to global markets.

refinement, advancement and market-
ing of knowledge-based goods
throughout the world.

In Kevin Kelly’s parlance, this
makes up a part of the Law of Plenti-
tude, where “more gives more.”

“In a Network Economy, value is
derived from plentitude, just as a fax
machine’s value increases in ubiquity.

“Therefore, let them proliferate, ...
What is valuable is the scattered rela-
tionships ... that become tangled up in
the network itself.

“And the relationships rocket up-
ward in value as the parts increase in
number even slightly. Windows NT,
fax machines, TCP/IP, GIF images,
RealAudio - all born deep in the Net-
work Economy - adhere to this logic.
But so do metric wrenches, triple-A
batteries, and other devices that rely on
universal standards; the more common
they are, the more it pays you to stick
to that standard.” '

It is new entrants who are most
likely to see value in opening their sys-
tems to third party development and
experimentation.

10 1998 ECONOMIC & TECHNOLOGY DEVELOPMENT JOURNAL OF CANADA

lator intervention is needed for compe-
tition to take hold.

Communications is not an industry
like any other. Former monopolists and
dominant industry players often con-
trol resources their competitors need,
such as access to essential facilities.

The removal of regulatory barriers to
entry does not equate to the existence
of a healthy competitive market, lais-
sez-faire competition law rules may
not protect against abuses of market
power.

The communications industry is not
out of the woods yet, and continued
policy maker support is required, lest
we fall back into monopoly or near
monopoly market conditions.

The additional efforts necessary to
achieve a true Network Economy are
worthwhile.

In the longer term, we will ensure
Canadian competitiveness, while de-
livering an unimaginable array of new
consumer goods and services, univer-
sal connectivity, and an economy that
derives wealth and benefit from inno-
vators of all sizes. m



Fido travels the world.

Welcome to Fido’s world. Engineered by Microcell,
our network is built using equipment and software by
Ericsson, the world leader in wireless communications.

Telecom

The only wireless service in Canada to use a smart card, Fido gives you access
to the international GSM standard. With more than 200 GSM operators
worldwide, serving 60 million subscribers in' more than 110 countries, Fido’s
GSM technology is the most widely deployed personal communications
technology in the world. Three million new subscribers join GSM networks

each month.
Fido will continue to grow as more and more people discover YOU ARE
the rapid, efficient and affordable qualities of his GSM THE MASTER.

technology, enabling them to use Fido® Service in
almost every corner of the world.

GSM. The Global System for Mabile Comemunications. Fido is a registered trademark of Microcell Solutions Inc.
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Welcome to

A WORLD WITHOUT WIRES

BY| Len Karz

Telecommuters have been described as those who work from their home office, their

satellite office or a fully-mobile office. In today’s fast-paced, competitive industries, Canadians are

beginning to redefine the term “telecommuting” to mean anywhere, anytime communications, for

anyone. Canadians today need to be productive where they are, not only where they work. That means

they need business communications
tools that provide them with the ability
to stay in touch with home or the of-
fice, whether they’re just across the
city, or half way around the world.

In October 1997, a study by Rogers
Cantel and COMPAS Inc. revealed that
when traveling, a wireless phone is one
of the two most frequently mentioned
business tools respondents took with
them on the road; the second was a
portable computer or laptop.

The convergence of computer tech-
nology with the mobile flexibility of
the wireless industry has created a
powerful partnership for today’s busi-
ness people.

Wireless Communications

This convergence has been brought to
life in a new all-in-one wireless com-
munications device called PCS, or Per-
sonal Communications Services.

PCS offers users the benefits of an
extraordinary suite of enhanced fea-
tures and services designed to increase

productivity and efficiency, all on a
digital network.

PCS is about having all the features
that users want and need in one, easy-
to-use handset. It’s a combination of
services such as:

e Calling Line ID and Visual Call
Waiting which enable users to con-
trol costs and manage incoming calls
by displaying the number of the
caller before users answer the phone.

* PCS Messaging which combines the
benefits of alphanumeric paging
with traditional voice services on the
same handset. PCS Messaging en-
ables users to receive numeric and
text messages right on the display
screen of the PCS phone.

* E-mail Messaging which provides a
dedicated e-mail address for the PCS
phone to enable text messages to be
sent directly to the handset from any
e-mail service with an Internet gate-
way.

12 1998 ECONOMIC & TECHNOLOGY DEVELOPMENT JOURNAL OF CANADA

And, the enabler of this suite of serv-
ices is the extended battery life pro-
vided by digital transmission. Digital
handsets have up to two to three times
as much standby battery life as other
wireless phones.

But the real excitement with Digital
PCS is the opportunity it creates for
customers and for the wireless indus-
try. \’Yith its call management and cost
control features, PCS has become an
increasingly popular suite of services
that is a vital part of the growing world-
wide trend towards digital transmis-
sion.

Carriers in the United Kingdom and
throughout much of Europe no longer
activate new subscribers on analog
lines; all new activations are digital.

Closer to home, AT&T Wireless Inc.
launched its Digital PCS product in the
United States in 1995 and the company
has already signed up more than one
million new subscribers.

In 1996, Rogers Cantel Inc. signed a
long-term strategic alliance with
AT&T which will provide Rogers Can-



mma
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tel’s customers with access to Digital
PCS service throughout more than 90
percent of North America. This enor-
mous coverage footprint is unprece-
dented in the wireless industry and
provides customers with seamless ac-
cess to all of their Digital PCS services
almost anywhere they travel.

This is particularly important, given
that statistics from Industry Canada
show that over 60 million Canadians
visit the United States each year and
45.5 million of those are same day vis-
its. With these figures in mind, it’s
easy to see why it is so important to
Canadians that they stay in touch no
matter what side of the border they are
on.

Worldwide Access

In the summer of 1996, Rogers Cantel
launched a new ‘smart card’ service
called Cantel WorldWide. This smart
card is inserted into a GSM phone —

PROFILE

the mobile phone standard in use in
European and other countries around
the world — and instantly provides Ca-
nadians with access to their Cantel
phone number and all their Cantel serv-
ices.

Cantel WorldWide is available in
more than 40 countries around the
world and provides customers with an
easy-to-use, affordable way to stay in
touch while traveling abroad.

The latest developments in wireless
technology now enable mobile workers
to have wireless connections between
their office e-mail systems and laptop
or palmtop computers.

A wireless modem literally “plugs
into” the modem slot to provide a se-
cure means of sending and receiving
e-mails while on the move.

The same technology is also making
available a new generation of self-con-
tained two-way pagers that both re-
ceive and send messages via the
Internet to anywhere in the world.

The global village is getting smaller
every day. Canadians are traveling to,
and doing business in, virtually every
country around the world. Accessibil-
ity means more than being easy to
reach within North America — today’s
need to be accessible has further reach-
ing boundaries then ever before.

LEN KATZ is Senior Vice President,
External Affairs, for Rogers Cantel
Inc.
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“Drlvmg the evolution of network-
centric solutions for seamless and
intelligent global communication
applications.

A unique, entrepreneurial
environment bringing together

leading innovators from business,

research and academic
communities around the world.

A borderless-virtual laboratory for the
development of platforms for software-
defined, network-centric solutions, as well
as end-user information applications and
multi-media content.

For Business Class Internet Tools, IP and
CTI Applications, Advanced Intelligent
Signalling, Electronic Commerce
Applications and wherever |mag|nat|on
and innovation take us.

— ~~Leveraging the digital economy,
Bell Canada’s market leadership and
one of the most advanced network
testbeds in the world.

Launched to meet the critical
needs of multinational
customers and companies.
To deliver information.

Communications. Entertainment,

For detailed information, please visit our
web site at WWW.€IMergis.coim
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Empowering Customers
in the Digital Economy

BY| Jim Tobin

‘ Business gurus have said it and the experience of companies across North America

confirms it: The;pxpaflding, rélatively homogenous markets of the 1950s, 60s and 70s are giving way

to a world of individual customers — customers who are technologically savvy, who know what they

want, and how to get it at a price they are willing to pay. The technology revolution has been a driving

force behind this shift. Services like
the Internet are bringing the world’s
business transactions, its entertain-
ment and information exchange to-
gether into one online experience.

Instead of entrenching the mass mar-
ket even further, this technology has
given rise to constantly evolving niche
markets, to communities of interest
that transcend geography.

Online, customers can communicate

easily, quickly and economically,
whether they are six miles or 6,000
miles away. Online, they can seek out
the information, products and services
they need easier and faster, 24 hours a
day, seven days a week. Today, com-
merce over the Internet already
amounts to several hundred million
dollars; by 1999, it is expected to hit
several billion dollars.

To put it another way, customers

gro‘wth strategy.

JAMES E. TOBIN is Senior Vice President of Bell |
Emergis, a division of Bell Canada. With more than ten
years experience in the high technology and multimedia
sector, he holds the additional responsibility of helping

drive BCE’s Communications Services companies’

Previously, he held management positions at Xerox,

SPAR Aerospace, and McKinsey & Company, a strategy

consulting firm. He is a recognized speaker on IT-based renewal efforts.

Tobin is a graduate of Yale University and holds an MBA from Harvard Business

School.

now have electronic doors through
which they’ve gained greater access to

'~ the world.

But that access is not complete. Nor
does it reflect the fact that the new,
powerful tools of technology are giv-
ing customers the ability to conduct
transactions on their own terms. The
balance of power has shifted from the
seller to the buyer.

Integrated Solutions

To fulfill these needs, customers must
have integrated solutions and power-
ful, intelligent networks that comple-
ment the power of the computers,
televisions and telephones we use to-
day. Customers also need “intelligent
agents” to give them more control over
their online communications. In fact,
such agents will become an important
part of the scenario, roaming the net-
work searching for information, com-
pleting transactions, and negotiating
with other intelligent agents.

To help lead these changes, Bell has
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set up a new software division called
Emergis. Launched earlier this year,
Emergis is positioning itself as a cata-
lyst for innovation in the Canadian in-
formation, communications and
entertainment markets, developing
software-based networking and inter-
active multimedia applications for
telecommunications and electronic
service providers, at home and abroad.

The company’s goal is to develop a
steady stream of breakthrough prod-
ucts and services that provide
data/voice integration, reside in the
" telephone network, and are customer-
confrollgd and self-evolving.

This is not the first time Bell has
used the spin-off approach. In the late
1950s, it set up a company called
Northern Electric — now Nortel — to
make the most of an emerging opportu-
nity in the world marketplace. Today,
Nortel is a global giant in telecom-
munications equipment. :

In the case of Emergis, the new or-
ganization centres on nine initiatives in
areas such as electronic commerce and
consumer Internet services. With 300
employees and more than $30 million
in revenues in its first year of opera-
tion, it expects to grow very fast — but
without losing the agility and respon-
siveness of a small company.

In fact, Emergis is about working in
new ways. It is about forming and nur-
turing new global partnerships, team-
ing up with world-class software and
hardware players, and with leading en-
trepreneurs and researchers to deliver
meaningful solutions that empower
customers.

In the future, the network will be-
have like a computer operating system,
enabling application-hosting and crea-
tion, and involving customerss directly
in the development process. For Can-
ada, next-generation networks and ap-
plications will be the foundation to

establish, attract and support compa-

nies that produce made-in-Canada in-
tellectual property to serve world
markets.

Many Canadian companies are al-
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ready benefitting from this type of ap-
proach, including Nortel, Newbridge
and Cognos.

“Creative Teamwork

Emergis is positioning itself as a test
zone where ideas can flow freely. And
it will adopt a different organizational
style, using modern technology to cre-
ate a virtual laboratory where partners
and co-developers from around the
world can work together.

Where appropriate, Emergis will
leverage the resources of Béll, Bell
Mobility and others out into the appli-
cation-developer community, to share
opportunities and overcome challenges
together. To succeed, the industry
should pool its efforts, and use creative
teamwork to turn the Canadian market
into the world’s most sophisticated test
market for advanced network applica-
tions.

To potential partners, we believe
Emergis has a lot to offer. The power
of Bell’s network infrastructure, and
our understanding of customer connec-
tivity, is coupled with the strong, inter-
national reputation that the BCE
companies and Nortel have for innova-
tion, network integration and network
management.

In addition, Canada has the highest-
rated intelligent voice network in the
world, and perhaps the most advanced
Internet backbone. The national mar-
ket boasts high penetrations of services
such as cable television, wireless
phones, Internet service and online
banking. And Canadian customers
have proven themselves to be early
adopters of new technologies.

Although Emergis will benefit from
Bell’s infrastructure and its reputation
for service, it has deliberately steered
clear of traditional business models.
Instead, it is more akin to a Silicon
Valley startup.

Emergis recognizes that an innova-
tive software company in today’s con-
vergent market demands particular
skills and attitudes. For one thing,
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software-based innovations are usually
smaller in scale. Project structures and
timelines are less formal, and stand-
ards and approaches to alliances are
more open. These differences, along
with a more entrepreneurial talent
base, tend-to move software-based in-
novation rapidly forward.

The Emergis culture is built around
these important, distinctive attributes,
with the objective of promoting part-
nerships.. The company wants to offer

<. smaller players the opportunity to do

business with larger players, without
them having to fear they will be swal-
lowed up in the process.

Electronic Commerce

In pursuing possible partnerships,
Emergis has mapped out three main
areas of development: applications for
consumers, business and network
providers.

Today’s customers want communi-
cations services that are richer, more
mobile and more convenient than ever
before. To meet these demands, Emer-
gis is developing new applications that
use Internet protocol technologies to
deliver voice, fax and other services
traditionally associated with the tele-
phone network.

In addition, we are pursuing elec-
tronic commerce opportunities to help
business interact more efficiently and
effectively with other businesses and
with consumers.

At Emergis, we define E-commerce
as a key component of electronic busi-
ness in general — that is, a set of prod-
ucts and services which enables
companies and consumers to transact
business and share critical information
in a time-sensitive manner using elec-
tronic networks, systems and applica-
tions.

The E-commerce solutions we are
developing will be industry-specific
and leading-edge. The ability to con-
duct commercial transactions online
will help customers reduce their oper-
ating costs, save time and build a big-



ger presence in the markets of their
choice. It will also spark a new dy-
namic — a continuous exchange of in-
formation products.

An agreement signed in September
between Emergis and California-based
Netscape Communications Corpora-
tion provides the cornerstone of our
E-commerce activities. It also under-
scores Bell’s commitment to bring
customers the advanced communica-
tion tools that are essential to compet-
ing successfully in today’s global
market.

Together, Emergis and Netscape
will find solutions for Canadian busi-

PERSONALIZED COMMUNICATIONS I
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to wireless phones — work together
seamlessly and provide them with the
capabilities they need, when they need
them. -

Persona Management -
Another area of endeavour for Emergis
will be the intelligent software agents
that allow customers to define the way
they communicate. Examples include
navigational tools for the information
highway, interfaces for electronic com-
merce, privacy and copyright protec-
tion agents, and communications
profile managers.

to interact with the consumer. There
would be a standard protocol that
would lead to a contract between buyer
and seller. Unsolicited offers from
businesses would be rejected unless
the consumer allowed them.

The persona management concept
recognizes that an individual may have
a different persona at different times.
For example, you may be at home act-
ing as both a member of the household,
as well as a teleworker representing
your company.

This concept also allows for vari-
ables such as geographic inde-
pendence, appliance independence,

Customers will be able to create their own

personal electronic space, or electronic profile, to determine how they

interact with the rest of the cyberworld.

nesses who want to use the Internet to
extend their reach and improve produc-
tivity. Emergis will integrate solutions
provided by Actra, the Netscape sub-
sidiary responsible for electronic com-
merce solutions.

As an integrator, Emergis will be
responsible for connectivity, imple-
menting the electronic commerce solu-
tion, integrating it with existing
applications and fully deploying the
solution throughout each client’s trad-
ing partner community. Through Bell
Canada, we are also acquiring the
rights to adapt Actra’s electronic com-
merce software to the needs of the Ca-
nadian marketplace.

In addition to these initiatives,
Emergis will develop of suite of soft-
ware products for managed networks.
Network providers, whether they are
BCE providers, other carriers around
the world, or new suppliers like hydro
 companies, require advanced network
capabilities. They must ensure that all
their various types of communications
equipment — from mainframes to PCs

Software agents are already avail-
able on the Internet that customers can
program to search for the best price on
many types of goods. These personal
shopping agents will be very discrimi-
nating buyers, focusing not only on
price, but on the priorities and prefer-
ences of the customers who program
them.

All of this is leading to something
Bell and Emergis call “persona man-
agement.” In other words, customers
will be able to create their own per-
sonal electronic space, or electronic
profile, to determine how they interact
with the rest of the cyberworld.

Imagine a future where people deal
not with computer operating systems,
but with personal operating systems
that work to make their lives simpler,
not more complex. They would be able
to create different “persona,” each with
a specific profile featuring defined in-
terfaces to communities of interest.

Persona management systems would
have specific interfaces to allow out-
siders, such as businesses for example,

network independence, personal and
geographic communities of interest,
and context sensitivity.

Customers in Control

But the most important attribute of all
is that customers are in complete con-
trol of their communications and net-
work space.

For example, whether you are at
home, at the office, or on the road be-
tween the two, your persona manager
is at work, as long as you have access
to a “networked” information appli-
ance, such as a telephone, mobile
phone or a PC or laptop. If you travel
to another city and walk up to a next-
generation payphone or kiosk, you can
log on to your persona manager by in-
serting either a smart card or alerting it
through a voice recognition agent. As
long as you have access to a networked
appliance, you can communicate with
the same ease as from your home or
office.

When your personal manager re-
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ceives messages, it should be able to
adapt communications according to the
capabilities of the appliance you are
using. If you’re accessing a basic tele-
phone, the incoming communications
will use voice and perhaps a text dis-
play. The same transaction delivered
to a multimedia PC will use voice, text
and video.

When sending messages, you can ac-
cess your voice mail, e-mail and video
mail from different appliances without
having to create unique profiles by ap-
pliance type.

After all, you’re not the one who'’s
changing.

Network independence means that
your persona manager doesn’t care
what type of network you are using —
whether wireless or wireline, for exam-
ple — as long as the information is
being transported reliably.

In addition, your persona manager is
always on. In other words, you don’t
have to boot it up to get it going. You

INFORMATION TECHNOLOGY

simply use it when you want to and it
makes resources available to you when
you need them.

Persona managers will also be aware
of the different types of communities
we belong to — whether geographic or
personal — and supply the appropriate
linkages between them.

Finally, persona managers will in-
volve technology adapting itself to the
needs of the individual rather than the
other way around. )

For example, many of us use features
like calling number and calling name
identification. With a persona man-
agement system, you would be able to
change the information sent to the per-
son you are calling.

If you were calling a supplier, the
supplier’s phone display would show
your name and the company you repre-
sent. If you’re calling your daughter at
home, from the same telephone, her
phone would display “Mom/Dad call-

>

ing.

New Opportunities

Opportunities abound for productive
partnerships whose goal is to facilitate
customer empowerment. There is great
promise for everything from the devel-
opment of agent systems, systems for
payment and E-commerce, privacy
protection and negotiation systems, to
full-fledged persona management.

Overall, Emergis will be doing busi-
ness in an entirely new way, a way we
believe will help drive change and in-
novation in the marketplace.

By acting as a catalyst for exciting
new applications, our ultimate objec-
tive is to give customers the tools they
need to live and work, and to promote
Canada’s leadership in the global digi-
tal economy. m

For more information, visit the
Emergis web site at www.emergis.com

CiBC

BUILDING ON OUR STRENGTHS
AND INVESTING IN THE FUTURE

e CIBC REAL ESTATE GROUP continues to be committed
to the building industry

e We are a Team of highly qualified professionals dedicated to
winning customers’ loyalty through service excellence

e We are proud of being partners to the growth and
successes of our clients and our communities

Contact:

CIBC Commei'cial Real Estate
3700 Steeles Ave. W., Suite #500
Woodbridge, Ontario L4L 8K8

Phone 1-800-361-9551
Fax 1-905-850-5739
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Expanding Trade & Increasing Investment:

Canada's International Business Strategy

BY] Hon. Sergio Marchi

Fundamental changes are taking place in the global economy. International markets are

becoming more open and more competitive. Technology is becoming increasingly pervasive and is

defining the way we do business — as well as the pace at which we do it. Traditional economic structures

and trading relationships are being replaced by new ones based on common interests and the need to

meet the test of the marketplace. To say
that we live in a world of change may
be trite, but it is true.

For government, it means finding
new ways to cooperate with the private
sector in order to meet the challenges
of creating and maintaining jobs and
producing wealth in a competitive
global economy. For the private sector,
it means becoming more aggressive in
seeking out new markets and finding
new ways to identify and take advan-
tage of opportunities in the interna-
tional marketplace.

These issues are especially critical
for Canada. Our country is a trading
nation. One in three Canadian jobs de-
pends on trade. Forty percent of our
gross domestic product is generated by
export sales.

Last year, we did more than one
quarter of a trillion dollars in export
business. Each one billion dollar in-
crease in exports sustains 11,000 Cana-
dian jobs. .

Obviously, our success in doing
business internationally is of funda-
mental importance to the prosperity

West ever since.

SERGIO MARCHLI is Canada’s Minister for Interna- —I
tional Trade. First elected to the House of Commons in

1984, he has represented the Ontario riding of York

Since the 1993 election of the Liberal government,
Marchi has served as the Minister of Citizenship and Im-

migration and Minister of the Environment. He currently

sits on the Cabinet Committee for Economic Union.

and well-being of our nation. There-
fore, the Government of Canada has
made jobs and growth a central objec-
tive of our international relations pol-
icy and has identified the Team Canada
approach as a model to follow.

Team Canada

The Team Canada missions led by the
Prime Minister over the last few years
have been very successful in spear-
heading our export development ef-
forts.

The partnership approach to busi-
ness development provides-a powerful
illustration of what can be accom-
plished when governments and the pri-
vate sector work together. '

Since the first Team Canada mission
in 1994, we have helped to open doors
in export markets for more than 1,100
Canadian companies, many of them
small businesses with little or no ex-
port marketing experience.

More than $22 billion in new busi-
ness has been written and an additional
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$5 billion of follow-up export sales
have been generated.

The Team Canada approach is a suc-
cessful model and we are using it for a
broader strategy — Canada’s Interna-
tional Business Strategy — which is
being implemented, with the coopera-
tion of other levels of government and
the private sector, to coordinate and
support Canada’s international busi-
ness development efforts.

International Business

Our International Business Strategy is
based on a partnership approach to
identify and pursue shared business ob-
jectives in international markets. It is
an integral part of the federal govern-
ment’s international business develop-
ment efforts.

The strategy is a vehicle through
which Canadian companies, institu-
tions and municipal economic develop-
ment organizations can begin or
expand their international business
outreach programs.

International trade and investment
promotion are the two principal objec-
tives of the strategy that are of special
interest to business and economic de-
velopment planners. The following is a
brief review of activities in both of
these areas.

Trade Promotion

The three Team Canada missions led
by the Prime Minister since 1994 have
successfully generated new opportuni-
ties for Canadian exporters by bringing
the resources of governments and the
private sector together in a common
cause.

The federal government provides re-
sources in the form of logistical lead-
ership, international market in-
telligence, and overseas contacts.
Other levels of government provide
business linkages, logistical planning
and technical support. In turn, the pri-
vate and institutional sectors provide
products, services, expertise and en-

INTERNATIONAL TRADE

trepreneurship.
It is by combining these resources
that we achieve our shared objectives.

Team Canada Inc.

In order to provide a focal point for the
collaborative use of these combined re-
sources, and to institutionalize the
Team Canada approach, we have cre-
ated Team Canada Inc as a business
development network. Team Canada
will facilitate the participation of all
the partners involved in expanding our
markets abroad, and will ensure that
we maintain a results oriented focus for
our joint activities.

The work of Team Canada Inc. is
being guided by a private sector board,
chaired by Lyton (Red) Wilson, Chair-
man of the Board and CEO of BCE Inc.

Promoting Exports of Small and Me-
dium-Sized Businesses

Most new jobs are created by smaller
businesses, yet only about 10 percent
of Canada’s small and medium-sized
businesses (SMEs) are engaged in ex-
port trade.

Our experience has shown that,
given the right impetus, small busi-
nesses can be successful exporters. For
example, more than half the companies
on the Team Canada mission to South-
east Asia were small and medium-sized
companies. And in Korea, a very com-
petitive market, more than two thirds
of the deals made during the mission
were signed by small businesses..

There is substantial potential for
smaller Canadian companies to be suc-
cessful in export markets, but it needs
to be developed.

To help realize that potential, we
have set up a special unit within the
Department of Foreign Affairs and In-
ternational Trade (DFAIT) to concen-
trate on the special needs of SMEs in
the international arena.

The new unit, under the direction of
Joanna Townsend, a well-known inter-
national trade consultant, will help to
identify and meet the export promotion
needs of Canada’s small business com-
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munity.

It will also address the special needs
of other potential new exporters, such
as women, aboriginals, and youth. An-
other part of their mandate is to work
with Canada’s multi-cultural business
communities to build on their trade
linkages throughout the world.

The SME unit will be an important
point of contact for business and eco-
nomic development organizations in-
terested in promoting new oppor-
tunities for Canadian-based small busi-
nesses.

Export Trade Information

In today’s global economy, timely ac-
cess to reliable business information is
critical for success.

We have collected a wealth of useful
export-related information which is
available through the Internet at the
ExportSource web  site  (http://
WWW .exportsource.gc.ca).

The site was developed to meet the
needs of companies interested in learn-
ing how to export, companies that are
new exporters, or established exporters
who want to broaden their markets. It
provides information on market re-
search, export financing, export regu-
lations and logistics, trade statistics,
export contracts, and trade shows and
missions.

ExportSource provides easy access
to export information with linkages to
other export related government pro-
grams at Industry Canada, Agriculture
and Agri-food Canada and DFAIT. Ac-
cessible 24 hours a day, seven days a
week, ExportSource is a virtual export
information office.

Competitive Export Financing
Canada’s Expott Development Corpo-
ration (EDC) has been an important
source of export credit financing for
several years.

Last year, the EDC financed more.
than $22 billion of export sales in
world markets on behalf of Canadian
companies.



But in the changing international
trading environment, there has been a
growing need for new, more flexible
export financing mechanisms, espe-
cially to improve access to credit for
smaller exporters.

To meet this need, our government
has been working with other Canadian
financial institutions to establish new
public-private sector partnerships to
share business risks and to fill gaps in
the financial market for Canadian ex-
porters.

One example of such a partnership is
the Northstar Trade Finance initiative
set up between the Royal Bank, the

BUSINESS INVESTMENT ‘
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attributed to foreign direct investment
in Canada.

Canada, like many other countries,
depends on international capital to fi-
nance a significant proportion of its
economic development.

As international markets become
more open and competition for new
capital becomes more intense, the need
to continue to attract investment into
Canada becomes increasingly impor-
tant.

It is as critical to our future prosper-
ity and well being as the need to expand
our export trade.

Fortunately, we have compelling

studied was less expensive than all
U.S. cities studied.

The study is titled “The Competitive
Alternative: A Comparison of Busi-
ness Costs in Canada, Europe and the
United States.” It looked at the cost
factors that companies consider when
deciding to locate and operate in a
given area and concluded that, overall,
it costs 5.4 percent less to do business
in Canada than in the United States.

Analysis of Business Input Costs
Including Taxation

The individual business cost factors
studied by the researchers included:

c anada offers a highly-competitive advantage

to businesses in terms of key operating factor costs such as labour,

Bank of Montreal and the Export De-
velopment Corporation to meet the
special trade credit needs of small and
medium-sized companies in Canada.

Northstar reflects the underlying
theme of the trade promotion element
of our International Business Strategy:
to create the partnerships and provide
the tools that will allow Canadian busi-
nesses to identify, and take advantage
of opportunities in the rapidly chang-
ing, and expanding, international mar-
ketplace.

International Investment Promotion
The second element of the Interna-
tional Business Strategy which com-
plements our trade promotion efforts is
international investment promotion.

Much of the wealth and success that
we enjoy in Canada today is due to the
international investment that we at-
tracted in the past.

Today, more than 1.3 million (or 1 in
10) Canadian jobs; more than 50 per-
cent of total exports, and 75 percent of
manufacturing exports, can be directly

electricity and telecommunications.

evidence that shows that Canada is an
attractive investment location.

Business Investment

A well-known international manage-
ment consulting firm, KPMG, studied
the environment for business invest-
ment in Canada, the U.S. and five lead-
ing European countries. The study
compared costs of doing business in
eight typical industry sectors in 42 cit-
ies in seven countries. The final report
provides a wealth of useful data for
business analysts and economic devel-
opment planners.

The single most important conclu-
sion is that Canada has the lowest cost
of doing business and is the number
one choice among the investment loca-
tions studied.

The study also found that Canada
was the lowest-cost location in-each of
eight key manufacturing industries ex-
amined, and that 14 of 17 Canadian
cities studied led the low-cost rank-
ings. In addition, every Canadian city

land purchase; building construction;
labour costs, including wages and
other benefits; transportation and dis-
tribution; electricity, telecommunica-
tions; debt servicing; and income and
other taxes.

When the combined impact of all
these factors was analyzed, Canada
was the clear winner.

Interestingly, the study showed that
Canada has one of the lowest effective
tax burdens, even lower than the
United States. This finding sheds new
light on a conventional view held by
some that Canada is a high cost tax
location.

In addition, attractive land and con-
struction costs, combined with low. in-
terest rates result in Canada having the
lowest initial investment costs among
the seven countries.

An analysis of the key operating fac-
tor input costs such as labour, electric-
ity, and telecommunications, also
shows that Canada offers a competitive
advantage to businesses when com-
pared with other countries in the study.
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Analysis by Industry Sector

The KPMG study looked at eight dif-
ferent industries: electronics, food
processing, medical devices, metal
fabrication, pharmaceuticals, plastics,
software production and telecom-
munications equipment.

These industries represent a mix of
traditional capital-intensive sectors
such as metal fabrication, and skilled
labour-intensive industries such as
software production.

The researchers examined industry-
sensitive cost factors such as capital or
labour intensity, as well as location-
sensitive costs such as land and build-
ing costs or taxes.

By combining standard specifica-
tions for each industry with location-
sensitive  cost data for each
jurisdiction, the analysis produced a
set of financial statements to present
typical business costs, from start-up
through the first 10 years of operation.

For all eight industry sectors, Can-
ada offered the lowest cost investment
alternative among all countries stud-
ied. Canada is ranked first and Sweden
is ranked second for all eight indus-
tries.

The size of the Canadian advantage
varies by industry. For example, Can-
ada’s advantage over Sweden is less
than 2.5 percent for all industries ex-
cept software production where the
availability of research and develop-
ment tax credits gives Canada an ad-
vantage of more than five percent.

The Canadian Advantage

The KPMG study shows that lower
startup costs mean that Canadian busi-
nesses can offer lower overall labour
costs than the U.S. and most European
locations. It also demonstrates that Ca-
nadian interest rates provide a signifi-
cant advantage to operating costs. Our
research and development incentives
also give Canada a competitive advan-
tage in the important area of technol-
ogy development and knowledge
intensive industries.

INTERNATIONAL TRADE

Overall, the study clearly proves that
Canada offers the most cost competi-
tive location from which to serve the
NAFTA market.

As an example, the study presents a
sample case to illustrate that, com-
pared to the U.S., business costs. in
Canada are about $1 million a year
lower for an average firm of about 100
employees on revenues of $10 million.

Taken together, the findings of the
KPMG study challenge many of the
international assumptions about the
costs of doing business in different
countries.

A careful analysis of the compara-
tive costs clearly points to Canada as a
preferred location for overseas inves-
tors.

The Economic Outlook
The specific cost advantages detailed

. in the KPMG study become even more

significant when viewed against the
positive investment climate in Canada.

The United Nations has said that
because of our quality of life, Canada
is the best country in the world in
which to live. The KPMG study adds
to the strength of our international
reputation by showing why Canada
should also be a preferred investment
location, too.

These findings reinforce the many
positive forecasts made by interna-
tional analysts about the strength of
Canada’s economy.

The International Monetary Fund,
for example, has predicted that Canada
would lead the industrial world in eco-
nomic growth this year and next. Many
private forecasters are also recom-
mending Canada as a leading invest-
ment target.

Over the last five years we have re-
established a sense of international
confidence in the Canadian economy.
When our government came into office
in 1993 there was a sense that the econ-
omy was adrift.

Successive annual deficits, high in-
terest rates and a weak economic per-
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formance had undermined investor
confidence in Canada. In 1993 the fed-
eral deficit exceeded $42 billion dol-
lars and there was no clear plan for
recovery.

At that time, the Prime Minister
pledged that our every action as a gov-
ernment would be aimed at rebuilding
our economic vitality. We set about to
get government right, to get the deficit
under control and to re-establish confi-
dence in Canada.

We succeeded — and the rebuilding
program has worked.

Between October 1993 and the end
of 1997, close to 1,000,000 new jobs
were created by the Canadian econ-
omy.

Our inflation rate is below two per-
cent and our interest rates are at his-
toric lows.

Rigorous deficit reduction targets
have been set and met. In fact, recent
targets have been surpassed and many
analysts are forecasting a budget sur-
plus for Canada in 1998. Our economic
and job creation growth rates are now
among the highest in the industrial
world.

Looking Ahead

The facts are in — the Canadian econ-
omy is in great shape. Now that the
stage is set, Canadian companies are
better able to take on the challenge of
the global marketplace. We must get
out there and tell the world a story —
a story of excellence in Canadian capa-
bility, and of Canada as an ideal invest-
ment site.

There is a new spirit of cooperation
evident between government and the
private sector in Canada. And there is
a renewed sense of optimism in the
future, both inside and outside this
country. .

Our success has been earned by
working together as governments, as
businesses, and as individuals. And
that is how we will continue to succeed
as we look to the new millennium. ®
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MARKET ONTARIO:

A Progress Report

BY l Hon. Al Palladini

On November 18, 1996, the Ministry of Economic Development, Trade and Tourism

unveiled the “Market Ontario” program, designed to attract fresh inflows of foreign direct investment.

As the launch year draws to a close, the Economic Developers Council of Ontario (EDCO) asked the

Minister responsible, the Honourable Al Palladini, to talk about the initiative.

EDCO: This government has reviewed
costs on a number of programs — in the
interest of fiscal responsibility — yet
is devoting additional resources to pro-
moting investment. What makes this
program such a priority?

A.P.: You are right to note our focus on
fiscal responsibility, which is key to
improving our business climate. For

example, we will balance the budget by
the year 2000; we cut personal income
tax by 30 percent; eliminated the Em-
ployer Health Tax; abolished the $50
annual corporate filing fee; removed
many regulatory barriers to business;
froze Workers Compensation premi-
ums, and hydro rates for five years; and
established a Red Tape Review Com-
mission.

AL PALLADINI, Member of the Provincial Parliament T
for the riding of York Centre, is Ontario’s Minister of
Transportation, apéointed on June 26, 1995,

As Minister, he has spearheaded the government’s ef-
forts to improve road safety, including such measures as
automatic 90-day suspensions for drinking and driving,

and heavier fines for truck safety offences.

Prior to his election as an MPP, he founded a large

automobile dealership in Woodbridge, Ont. He is the past chairman of the York-

Finch General Hospital Foundation and a former director of the York University

Scholarship Alliance Board.

These are some of the steps we have
taken that are making us more attrac-
tive as a place to do business — and
one of the messages we’re delivering
through “Market Ontario.”

But this program is important be-
yond that. Our government is commit-
ted to creating jobs, and foreign direct
investment is critical to this process. It
ensures that our industries profit from
the latest technologies, and we remain
a player in the global marketplace —
and the jobs we’re creating are jobs
with a future.

Now, when we reviewed the hard
numbers, we saw that Ontario’s share
of foreign direct investment was half
what it was a decade ago, and the ex-
perts told us we weren’t even “on the
radar screen.” That is what is driving
this initiative.

EDCO: What’s the most exciting de-
velopment to this point?

A.P.: We said at the outset that this
program was all about partnership, be-
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cause our best spokespersons — and
most credible sales agents, if you will
— are the leaders of the major multi-
nationals currently doing business
here. :

And I should tell you that the busi-
ness community was willing and eager
to be of assistance. .

Sixty-four leading corporations of-
fered film footage/web access for the
creation of our flagship video and first
TV spot.

Some 300 leading companies were
represented at the program launch last
November, held simultaneously in four
- major international business centres

INVESTMENT GLIMATE |

INTERNATIONAL TRADE

A.P.: ] think it’s helpful to first under-
stand the scope of this initiative.

“We are most active in our four key
global markets: the U.S., the UK., Ja-

. pan and Germany. We are using a total
‘of 40 different leading business and

industry publications, and to date, our
ads have been seen by 15 million read-
ers.

Our TV spot, either on CNN or
aboard seven leading international air-
lines, has been seen by four times that
number.

Nine different investment missions
have been fielded, as we take our mes-
sage to the world.

of dollars are at stake, and the process
can easily take a couple of years. But,
beyond the support of our business
partners, we are getting some very
positive signals from the market.

There was an upsurge in enquiries
when our TV advertising was on air,
suggesting that it is in fact making an
impact. _

And independent research on our
magazine advertising has established
that it is outperforming the rest of the

... competitive jurisdictions tested on all
‘the most important measures.

-The Conference Board reports that
business_confidence has never been

_B usiness confidence has never been higher with

Ontario currently leading the country in attracting new investment,

- and there are extremely promising prospects.

and four different cities in the prov-
ince.

Over 600 senior business executives
have volunteered to become “Business
Ambassadors,” who will work to ad-
vance interest in Ontario around the
world. Close to 100 Business Ambas-
sadors have already taken part in in-
vestment missions, or attended trade
shows, meeting with their industry
counterparts in our key target markets.

The CEOs of a dozen leading multi-
national corporations have come for-
ward to lend their names to our cause,
and make the case for Ontario in our
business press campaign. They repre-
sent the most important investment
sectors.

By one estimate , the value of these
corporate contributions is several mil-
lion dollars. By any measure, it is
clearly a vote of confidence in the pro-
gram and its stated goals.

EDCO: You’ve talked about an ‘inte-
grated’ program. What does that mean?

r

Half a dozen incoming journalist
programs and business familiarization
tours have been completed, as we in-
vite the world here to check us out first
hand.

We have produced new support ma-
terials. We are upgrading our website.
We are about to embark on an ambi-
tious program of direct marketing.

In short, a great deal of activity is
now either under way or in the works.
When I speak of an “integrated” pro-
gram, I mean that all these parts con-
nect — all share a common look and
theme.

More importantly, they complement
and reinforce each other, and should
lead our prospects from an intitial fa-
vourable impression, through a posi-
tive first contact, and on to a final sale.

EDCO: And can we say at this point

the program is working?

A.P.: Site-location decisions are not
made overnight. Hundreds of millions

26 1998 ECONOMIC & TECHNOLOGY DEVELOPMENT JOURNAL OF CANADA

higher — and Ontario is currently
leading the country in attracting new
investment.

Over a quarter of a million new jobs
have been created in the last two years.
And I do not mind telling you that we
are in discussion with a couple of ex-
tremely promising prospects, and have
locked up half a dozen joint venture
agreements.

EDCO: In other words, it is a success?

A.P.: I'm firmly convinced that we’re
off to a strong start. Business is on
side, and in a big way. A host of new
materials have been successfully deliv-
ered to market, and our own business
people have carried the banner abroad.
And we’re actively recruiting new
partners who share our belief that “The
Future’s Right Here.”

If any of your readers would like to
know more, just call 1-800-819-8701.
Let’s make something happen! m
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Exploring New Trade Opportunities For

ITALY and CANADA

BY| Ambassador Andrea Negrotto Cambiaso

Centuries after the arrival in Canada of Giovanni Caboto, Italy and Canada continue to

celebrate a special relationship. In part, it is based on the vibrant presence of so many Italians who have

become a part of this society without denying their roots — in a way that has not been done in the many

other countries which have opened their doors to the Italian diaspora. Italy’s presence as a feature

country at the Canadian National Exhi-
bition in 1977, while not purely and
exclusively commercial, was ex-
tremely successful in terms of the ex-
posure it gave Italy, in all its economic,
commercial, tourism, technological
and cultural aspects, as well as high-
lighting those organizations that most
represent the Italian-Canadian commu-
nity.

But it was also successful in attract-
ing the attention of a good number of
Italian business concerns to Canada.

The Italian exhibitors left Toronto in-
tent on pursuing their contacts through
amore concrete and a broader presence
in this market.

There have been several special op-
portunities that have strengthened rela-
tions between our two countries, not
only politically. — where they are in-
deed excellent as witnessed this year
by a series of bilateral visits, first
among them the visit of the President
of the Republic of Italy in June of 1997
— but economically as well.

HIS EXCELLENCY ANDREA NEGROTTO CAMBIASO —I
has been Ambassor of Italy to Canada since 1994.

Born in Rome, and a graduate of Law from the Univer-
sity of Rome, he has held numerous senior posts in It-
aly’s foreign service, including Chief of Cabinet for
Minister of Foreign Affairs (1992 ); Ambassador to

Malta (1983); First Economic Counsellor to the Italian

Embassy in Paris (1977); and Permanent Representative

of Ttaly to the Buropean Community in Brussels (1964).

Italy and Canada are countries natu-
rally inclined to trade. Both have a ro-
bust industrial fabric of small and
medium-sized businesses directed to
export and eager for greater interna-
tionalization.

Record Trade Levels

In 1995, trade between Italy and Can-
ada reached its highest level in history,
with Italian exports at 3.271 million
dollars and Canadian exports to Italy at
1.777 million, putting Italy in third
place, ahead of France, among Euro-
pean countries. And these numbers no
longer refer only to traditional prod-
ucts — raw materials from Canada and
consumer goods from Italy. Italian ma-
chine tools and Canadian aircraft are
among the sophisticated technological
products that represent a significant
part of our trade.

Nonetheless, this relationship re-
mains somewhat occasional, suscepti-
ble to slowdowns or regression, as in
1996 when it registered a 20 percent
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reduction. There is a potential here that
is under-utilized. The reality is that It-
aly’s principal market remains the
European Union, and Canada has
NAFTA.

For this reason I am convinced that
Italy and Canada must force them-
selves to consolidate their economic
and commercial relations through new
instruments, involving direct invest-
ment in both directions, the creation of
joint-ventures, industrial cooperation,
the involvement of financial institu-
tions, and cooperation in third market
penetration.

There are already encouraging signs

INTERNATIONAL MARKETS,

INTERNATIONAL TRADE

covers aerospace, defence, energy, and
transportation. Given that it is already
present in Canada, with Elsag-Bailey
in Mississauga, it is interested in ex-
panding its partnerships specifically in
this country.

Small Business Cooperation
There is potential for cooperation not
only through large groups but directly
between small and medium businesses.
At the last national CIBPA meeting
in Sudbury, a dialogue was initiated
with Italy on what we call the North
East Italian model, or the “industrial

North American or European markets,
or perhaps more realistically, acting to-
gether in the Asian or South American
markets?

To do this, however, we must aban-
don traditional paths and seek new op-
portunities.

The Commercial Office of the Em-
bassy, the Italian Trade Commaission in
Toronto and the Chamber of Com-
merce will assist Canadian companies
that are interested in starting or ex-
panding business contacts in Italy.

We have to offer a quality without
rival in both consumer goods and
manufacturing machinery. You have to

The Canadian Government approved the requests

to grant branch status to foreign banks to meet the interests of small and

of interest, which in some cases have
already materialized.

I would like to mention just a few:
the first and most potentially important
concerns Augusta of the Finnmec-
canica Group, which supplies Search &
Rescue helicopters to the Canadian
Army; helicopters which are particu-
larly suited to the Canadian reality and
are offered today at conditions much
more advantageous than in the past.

The project’s industrial benefits,
which far outweigh the value of the
contract will, if the bid is successful,
have a positive effect on a great
number of large and small to medium
Canadian companies. And this is by no
means a closed package. The Italo-
British aeronautical group is continu-
ing its search for Canadian partners in
several sectors of sub-supply for all its
products, because it is convinced this
market offers the highest capability
and competitivity in the world.

Finnmeccanica, with sales of
roughly nine billion Canadian dollars,

medium-sized business.

district” model. It is based on the mul-
tiplying effects of the interaction be-
tween businesses and sub-suppliers,
based on a relationship that goes be-
yond the client—supplier rapport to a
sort of osmosis born of shared experi-
ence and a fabric of proven relations.

I am certain that this model can offer
great opportunities to the Italian-Cana-
dian business community, both within
the community as well as within the
framework of the gradual interweaving
of similar relationships between both
shores of the Atlantic.

Exploring New Markets

If today’s means of communication can
shorten physical distance, why should
it not be possible, by taking advantage
of the cultural homogeneity of our two
entrepreneurial classes, to imagine
“transatlantic” districts in which, for
example, the automotive sub-supply
sector could cooperate organically,
opening doors for each other in the
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offer your strength in the most com-
petitive business environment in the
world. Together we share a personal
approach to business networking
which no one else possesses. Why
should it not be possible to combine
these competitive edges to our mutual
benefit?

Financial Support

There is a role that financial institu-
tions can play in facilitating and con-
solidating  these relations, and
hopefully interested companies will
avail themselves fully of the growing
liberalization of financial services.

It was precisely to meet the interests
of small and medium-sized business
that the Canadian Government ap-
proved the requests to grant branch
status to foreign banks, enabling them
to operate more effectively in the pro-
motion of the internationalization of
markets. This is particularly important
for the Banca Commerciale Italiana,



If you're planning a move
to Ontario, here’s how you can
save a lot of energy.

If your expansion plans include a move to Ontario, Consumers Gas welcomes
the opportunity to help you determine your energy needs. All it takes is a
phone call to one of our energy specialists.

Consumers Gas is Canada’s largest Natural Gas distribution utility. Over the
years, we've developed considerable expertise in providing energy strategies
and advice for new businesses setting up shop in the province.

We know the territory and are eager to help new businesses take full advantage
of all the benefits that Natural Gas can offer, including a variety of lease and
rental options that can defer or eliminate capital costs for your operation.

We work with guaranteed confidentiality without charge or obligation.

If we can be of any assistance to your firm in working out an energy plan,
please call one of our energy experts.

Contact Consumers Gas at:

1-800-529-8034 or
energysupply@consumersgas.com
' Or, visit our website at

www.consumersgas.com

=1l Consumers Gas



which is well-integrated in Canadian
communities.

I encourage you to explore all the
opportunities available: visit trade
shows in Italy; encourage your Italian
partners to take part in trade shows in
Canada; ask for information and pro-
vide information; be an active part of a
network between two of the strongest
exporting economies in the world.

The Global Economy

Opportunities for small and medium-
sized companies cannot be seen in iso-
lation from macroeconomic per-

INTERNATIONAL TRADE

Despite this, the Italian balance of
goods and services in 1996 registered
a surplus of 90,000 billion lire, that is
70 billion Canadian dollars.

Finally, the deficit will be reduced
by more than 3.5 percentage points in
1997 alone. It is no coincidence that
ITtaly has become a destination for im-
portant foreign investment portfolios,
which reached 122,000 billion lire in
1996, compared to 55,000 billion in
Italian investments abroad.

Of course, it cannot be denied that
these efforts are being made in difficult
circumstances, particularly because of
the scourge of unemployment, now sta-

brought Caboto to the shores of Canada
500 years ago, with that typically Ital-
ian desire to seek out new peoples and
new lands, must drive the generations
of today to know and recognize the
roots of their fathers and grandfathers.
The “Action Plan” recently signed
by the European Union and Canada
contains a chapter entitled “Fostering
Links.” "It discusses the need to
strengthen cooperation in the area of
education and culture, of science and
technology. It is aimed above all at
encouraging direct contacts at all lev-
els, with particular attention to the
business community and youth.

FOSTERING LINKS | There is an international effort to strengthen cooperation

in the areas of education and culture, as well as science

spectives and the global economy. In
the 1950s, Italy embarked on the great
adventure of European integration,
driven by the vision of bringing to-
gether, beginning with the freedom of
trade, those peoples of Europe who had
fought each other fiercely just a few
years earlier. Today, Italy is preparing
for the challenge of European Mone-
tary Union, working toward the im-
provement  of  its economy’s
fundamentals.

The speed and scope of this improve-
ment is extremely impressive. In the
space of one year the inflation rate
dropped from six percent to 1.5 per-
cent, a level not seen since the 1960s;
the interest rate differential between
German and Italian ten-year securities
has dropped more than five percentage
points, and is now reduced to less than
one percent; the lira has been reaccep-
ted into the European Monetary Sys-
tem at a rate of 990 lire/DM, with a
revaluation equivalent to 25 percent,
from a low of 1250 in 1995.

and technology.

tionary at 12 percent, extremely seri-
ous in the South and practically non-
existent in the North. But here too we
are exploring new roads while a new
model of industrial relations has been
consolidated, making it possible, in re-
cent years, to contain salary growth
and to better withstand the impact of
globalization. This has been achieved
without dismantling important and
positive social acheivements, but
rather by eliminating some excesses
and privileges of the Welfare State,
thereby guaranteeing full social pro-
tection to all citizens, which is one of
the few goals reached in this century in
the human sphere.

People and Culture

In the end — beyond politics, econom-
ics and trade as abstract phenomena —
there will always be people, with their
own ideas, their own needs, their own
drives to know and explore.

The same drive and curiosity that
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It is here that the Canadian Italian
Business and Professional Association
and the youth of both countries have an
irreplaceable role toplay: The associa-
tion for the concrete representation of
the forces that contribute to shaping
global society, in which borders and
distances disappear; the younger gen-
eration as an expression of a future that
must become the living link between
decreasingly separate cultures.

Why not join forces to create a
“Giovanni Caboto” scholarship pro-
gram, aimed at providing young Cana-
dians with the opportunity to acquire
that edge that the knowledge of the
Italian language can represent in their
careers in business, politics, or in the
cultural sphere.

I believe that a program such as this
would be an important and lasting leg-
acy of this “Anno Cabotiano,” and it
would provide a positive affirmation
that it is desirable to continue to ex-
pand the economic, cultural, and hu-
man ties between our two countries. m
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STRATEGIC ALLIANGES
inAsia Pacific

BY | Stephen Li

| It is widely recognized that over half of the global economic growth is generated by the

Asia Pacific Region, an area comprised of a number of countries at varying stages of economic

development. These range from the industrial and prosperous nations of Japan, Australia and New

Zealand to the impoverished nations of India, Pakistan and Bangladesh. In between are rapidly

industrialized regions and nations such
as Hong Kong, Singapore, South Korea
and Taiwan, often referred to as the
Small Asian Dragons. The rest of Asia
includes Thailand, Malaysia, Indone-
sia, the Philippines, Vietnam and
Burma. Significantly, the Asia-Pacific
region is identified by Global 1000
companies as the top target for strate-
gic investments.

Asia has achieved rapid economic

growth over the past 15 years or so
despite the collapse of some Southeast
Asian economies in the early 1970s.
The industrial nations of East Asia will
continue to achieve dynamic growth
and present significant opportunities.
Japan is expected to return to a pattern
of expansion following a sharp decel-
eration between 1992 and 1995 associ-
ated with overpriced asset values and
restructuring of the country’s financial

STEPHEN Y. S. Ll is a partner of Quorum Funding Cor- ‘
poration, a Toronto-based private fund management
company incorporated in 1985 with two branch offices
in Vancouver and Calgary. The company also manages
an Asiaﬁ operation headquartered in Singapore with of-
fices in Hong Kong, Taipei, Seoul and Tokyo.

Li joined Quorum in 1988 having moved from Hong

Kong where he held d senior management position with

the Hong Kong government. He is a graduate of Hong Kong Polytechnic University

with a Diploma in Management Studies; a member of the British Institute of Man-

agement; and a Board of Governors member of Mount Sinai Hospital, Toronto.

sector. The heavily-populated nations
of India and Pakistan will enjoy re-
spectable GDP increase as they aggres-
sively attempt to industrialize, but
growth will not be sufficient to lift
them out of Third World status at any
time during the foreseeable future.

China by contrast, will enjoy robust
growth and achieve significant indus-
trialization in response to the introduc-
tion of market incentives over the past
five to seven years. Prospects in the
remainder of the region are mixed with
the germinating market economies of
Indonesia, Malaysia and Thailand
holding very good prospect.

Political Stability

About half the people in the Asia-Pa-
cific region are able to elect their gov-
ernment leaders in generally free and
fair elections. The people of South
Asia number about the same as those in
China and have democratic parliamen-
tary institutions to represent them.
China is the single most populous
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country in the region and is among the
most politically repressive. Both the
democracies and the autocracies of the
region have the potential to be politi-
cally unstable during the next few
years. Low-intensity religious and eth-
nic strife is bound to continue through-
out the South Asia subcontinent. This

INTERNATIONAL TRADE

placed business.

~The ASEAN countries are likely to
remain stable despite the latent threat
in the Philippines and Indonesia. Ja-

- pan, Hong Kong, Singapore and Tai-
‘'wan will also remain socially stable for

the rest of the decade. North Korea is
still a major concern. A unification of

| GROSS DOMESTIC PRODUGCT

by Sub-Region, 1996-99 ($ Billion)

Sub-Region 1996 1997 1998 1999
Australia & New Zealand 471.7 505.8 520.2 481.2
ASEAN* . 660.3 734.7 829.8 895.4
Greater Ghina 1,046.4 1,136.2 1,250.9 1,383.0
South Asia 385.0 425.9 467.9 514.1
Japan 5,7772.9 6,228.5 6,679.0 7,159.9
South Korea 4945 571.6 1 650.3 725.0
Total Asia-Pacific 9,602.7 10,398.1 11,158.6

8,780.8

SOURCE ‘ Economist Intelligence Unit Country Forecasts

NOTES ~ ASEAN (the Association of Southeast Asian Nations) includes Indonesia, Malaysia,

the Phillipines, Singapore, and Thailand.

Greater China includes China, Hong Kong and Taiwan.
South Asia includes India, Pakistan and Sri Lanka.

has been a feature of life for many
decades and is likely to present a major
threat either to regional security or to
growth in the subcontinent. It will, of
course, continue to impede the pace of
economic reform and to tarnish the im-
age of this subregion in the eyes of
foreign investors.

There are doubts over China’s politi-
cal stability. However, analysts con-
tend the break-up of the country is
highly unlikely during the next five
years. Policy inertia would leave the
structural weaknesses in the economy,
in particular the need to overhaul loss-
making state enterprises, locking the
economy into a constant “stop-go” cy-
cle of inflationary growth followed by
draconian clampdowns on credit. If
Hong Kong’s role as an international
financial and shipping centre is threat-
ened, there are few places in Asia other
than Tokyo ready to take up the dis-

Korea, if it ever happens, would put
tremendous pressure on South Korea
both socially and economically.

Rapid Growth

The Asia-Pacific region will be the
most rapidly growing part of the world
over the next 10 years, expanding by an
annual average of 6.4 percent. The
commitment of nearly every govern-
ment in the region to economic liber-
alization, privatization and the
streaming of top-heavy bureaucracy
will remain strong,. _

Governments that spend billions of
dollars on infrastructure projects in
these. emerging markets provide huge

" opportunities for foreign investors.

Foreign partners and investors can also

take advantage of the abundant supply

of competitive labour in this region.
With the growth in economies, this
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region is hungry for new technologies
to enhance their productivity and con-
sumer products to better their stand-
ards of living.

Strategic Alliances
In recent years, virtually every busi- A
ness leader has considered the possibil-
ity of forging an alliance of some kind.
Every day brings announcements of
more than joint ventures, cooperative

<. agreements or minority equity swaps
between companies — even among

some - that were previously head-on
comp‘etit_ors.‘

The principal objective, is almost al-
ways to get access — to new technolo-
gies, to manufacturing capacity, to
markets and distribution, and to serv-
ice capabilities.

Alliance generally requires the part-
ners to contribute some of their mana-
gerial or technical expertise to the
partnership. This transfer of knowl-
edge can be a valuable source of inno-
vative ideas as it requires the partners
to prepare a detailed explanation of op-
erations with which they are very fa-
miliar and probably have not examined
objectively for some time. Ideas for
improvement tend to be stifled by hab-
its that no one questions. Alliances
typically involve applying knowledge
under different conditions, such as a
new market, or with a new workforce
or new material input. Knowledge is
put to the test and this can generate
valuable ideas. Alliance can also help
in understanding the market conditions
in the partner’s market and respond to
them by applying local knowledge and
practice, which in turn enhance market
acceptance and competitiveness.

With the rapid economic growth in
the Asia-Pacific Region, numerous
North American companies, big and
small get into this emerging market
through direct investment and strategic
alliance with local partners. Such stra-
tegic alliance is not only a response to
the need for economies of scale but
often a reaction to competition and



elimination of cross-border risks. A
joint-venture with a foreign partner can
take advantage of their local market
knowledge to react to changing needs.

Another way to do it is to create a -

network of local distributors who can
carry your products and advise you of
the market conditions and needs.
There are also' numerous profes-
sional legal, accountants and consult-
ants firms of international standing
who are readily available for advice on
international  businesses. Multi-na-
tional financial institutions also pro-
-vide assistance not only in financial

PRODUCT ACCEPTANCEI D
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ment services, including insurance,

~financing and guarantees to support
exporters and their global custom-
ers. EDC can insure virtually any
type of export, including electronic
and technological equipment, raw
materials and commodities. Their in-
surance services protect receivables
against losses caused by commercial
or political events.

¢ The Business Development Bank of
Canada (BDC). It provides special-

sized enterprises that are
commercially viable. EDC-¢an pro-

institutions and trade offices provide
information and analysis on country .
risk rating.

Foreign exchange is important in do-
ing international business. Exchange
rate fluctuations c¢aused by various
economic, political and sometimes
speculative reasons create uncertainty
in currency value which can impact or
even eliminate narrow profit margins.
There are some bank mechanisms
available, such as forward foreign ex-

ized funding for small and medium-.=: change contracts, which can eliminate

most foreign exthange risk.
Global trade provides many opportu-

eal with those Asia-Pacific countries that best accept

your products or technologies in order to form a solid market base before

transactions but credit information on
local trading partners. e
The role of government support pro-
grams for Canadian companies seeking
to capitalize on foreign sale opportuni-
ties is changing- as government face
the challenge of their own, often diffi-
cult, fiscal situation. It has become im-
perative that government and financial
institutions work together to help Ca-
nadian companies find success in for-
eign markets. While the federal
departments of Foreign Affairs and In-
ternational Trade play a central role in
supporting Canadian companies in ex-
port trade, there are also a number of
crown organizations which make im-
portant contributions. They are :

e The Canadian Commercial Corpo-
ration (CCC). It provides gxporters
with valuable help when selling to a
foreign government or international
organization. CCC will act as prime
contractor and guarantor for the Sale
of Canadian goods and services to
the foreign customers.

* The Export Development Corpora-
tion (EDC). It provides risk manage-

moving into other jurisdictions.

vide term loans, venture loans and
venture capital, plus a wide range of
export planning, counselling and
training services.

e Program for Export Market Devel-
opment (PEMD). It provides grants
for export marketing development
such as trade missions and trade
shows held overseas.

¢ Canadian Trade Commissioners.

Risks of Doing Business

All cross-border trade and business
carry risks at one level or another.
These risks can be categorized as
“macro” or large-scale risks and “mi-
cro” or company-level or product risks.

Marco risks are grouped into “coun-
try risk,” “foreign exchange risk” and
“fraud.”

Country Risk can be defined as po-
litical or economic events impeding a
payment obligation. This category in-

" cludes foreign exchange control, la-

bour strikes or government instability.
Therefore, it is vital to understand the
local business practice and political
system. Most international financial

nities for exciting and profitable busi-
ness ventures. Unfortunately, along
with these opportunities, come some
carefully developed fraud schemes.
Fraud can take the form of misrepre-
sentation in documents and contracts,
a counterparty not delivering goods as
agreed, insurance fraud, cargo theft or
outright piracy. It is difficult to iden-
tify all the methods used to. defraud
individuals and businesses, but one
should watch out for some of the com-
mon fraud schemes such as prime bank
note or standby letter of credit frauds,
bogus securities, illegitimate shell
banks, counterfeiting of currency,
credit cards, stocks and bonds.

One should reduce his risk by ob-
taining trade and credit information re-
ports from his bankers or government
trade offices. Do not hesitate to consult
your counsel to discuss the deal that
has been presented. They can assist
you to determine the authenticity of the
transaction and will maintain confiden-
tiality. -

Micro risks include product, pay-
ment, remoteness, market information
and cultural differences.
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In doing cross-border business, it is
vital to understand the foreign market,
whether the product is acceptable or
adaptable to local needs. Due to the
remoteness of the market, payment and
market information are often problem-
atic. Understanding the business prac-
tice and working closely with your
joint-venture partners can reduce some
of these risks. Doing business in the
Asija-Pacific region means dealing
with over a dozen of countries with
different cultures. Start with a few
countries that best accept your prod-
- ueéts or technologies in order to form a
solid ‘market base before moving into
other jurisdictions. Very often cus-
tomization of your products is neces-
sary to meet the local needs.

Researching the Market

It is absolutely important to do your
homework. There are numerous inter-
national market research firms and

INTERNATIONAL TRADE

business consultants who can provide
valuable advice and market data on
market conditions, local business prac-

‘tice, government rules and regulations,
. taxation, and credit information on
business partners.

Suitcase selling is no longer applica-
ble to sustain long term growth. It is
vital to establish your presence in the
market you are in by setting up a rep-
resentative office or a joint-venture
with local partners.

It is always advisable to have at least , .
~ high. Qualified and competent man-

one of your own representatives in the
management team of the joint-venture.
In setting up a joint venture, make sure
the joint-venture agreement is care-
fully structured. to include a sell and
buy-out rights between the parties.

It is not surprising that joint-ven-
tures do not have long life expectan-
cies. The trouble starts when the

market begins to grow. Suddenly, new

capital must be committed and the ven-
ture is re-evaluated by the two parties.

One party walks away with capital
gains, the other with ownership of the
venture. ‘
Due to the recent rapid growth in
most Asian economies, it becomes
rather costly to set up operations in this
region. One should be mindful of the
cost and always leverage on strategic’
allies and their infrastructure and net-
works. Rent and management compen-
sation ~ packages in the more

.industrialized countries like Japan,

Hong Kong and Singapore are rather

agement expertise is available in this
region and one should recruit a local
management team in order to reduce
high expatriate costs.

In other to be successful in doing
business in the Asia-Pacific, one
should take a longer term view and be
patient in developing a good relation-
ship and network. Sufficient financial
planning should be made to nurture a
new joint venture. m
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INTERNATIONAL TRADE

"TRADE MISSIONS:

Business or Boondoggle?

BY | Peter Constantinou

,_ Sihc_e time immemorial, political figures and governments have made trips to foreign

lands to imp‘rovc’ relations and expand trade opportunities. This model has changed little over time,

except that private and public sector organizations have “institutionalized” this type of activity. The

concept of a trade mission has now been enshrined as an essential format for increasing business or

trade. As well, it has the potential for
leveraging other political or social ef-
fects.

The federal government has lead the
charge with an expanded version of
this activity — Team Canada. With the
Prime Minister and representation of
most of the premiers, the Canadian
trade mission travels the globe trying
to expand opportunities for business.

Local, regional and provincial gov-
ernments have all adopted interna-
tional trade activities, usually with

trade missions as fundamental compo-
nents of their strategies. This is in ad-
dition to the activities of all of the
chambers of commerce and boards of
trade, not to mention the consulting
firms that consider this a significant
core component of their international
financial institution work.

The activity is not without its detrac-
tors. Many dismiss trade missions as
junkets or “perks of the job,” where
thousands of dollars are spent on lux-
ury travel and accommodation and

s

Hong Kong.

PETER P. CONSTANTINOU is Senior International l
Trade Advisor with the Green Industry Office at the On-
tario Ministry of Environment and Energy. He has lead

numerous business missions, most recently to China and

Constantinou has a B.A. and M.A. in Public Policy

and Administration from York and McMaster universi-

ties respectively and is part of the faculty at York and

Ryerson where he teaches policy analysis and program evaluation.

where little business is done.

Given the increased acceptance by
organizations and governments of the
trade mission as prime vehicle for trade
expansion, and the fiscal restraints
faced by most public and private sector
organizations, it is important to ensure
that this activity has not been perpetu-
ated only because that is what has al-
ways been done.

Are trade missions about business or
about publicly-funded, high-style holi-
days for our public servants? Cer-
tainly, it is worthwhile to re-examine
the value of trade missions as compo-
nents of trade expansion strategies.

The Role of Government

In many parts of the world, government
controls, or is at least very active, in
certain parts of the economy. In some
cases, government merely regulates
foreign investment and activities; in
others it actually operates crown cor-
porations or state enterprises. In such
instances, private companies often en-
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counter difficulties in accessing key
individuals or decision-makers. In
some instances, government-to-gov-
ernment contact in traditionally less-
open economies is the only way to do
business.

In such countries, heads of busi-
nesses or corporations report to politi-
cal leaders or government officials. As
a result, political approval or direction
is usually required.

Trade missions, particularly large
ones like Team Canada, bring a great
deal of attention to the capabilities and

-interests of companies and countries.
" Team Cahada missions to-date have

INTERNATIONAL PRESENGE | G
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nology, it may be difficult to convince
others to adopt your technology. This
normally means companies will lose
valuable time in attaining market share

-, while other companies or countries de-

velop similar technologies.

Moreover, as is often the case in the
environment industry, some of the best
technologies come from individual in-
ventors or small firms which do not
have the wherewithal to sustain an ac-
tive presence in international markets

-on their own. o
Trade missions facilitate access to

decision-makers or potential partners
that would not normally occur other-

exposure and advantage. Often, doing
business in certain countries means
getting through political barriers
which can include tariffs, duties, intel-
lectual property provisions, etc.
Government can bring opportunities
to countries, and exert pressures to en-
sure that companies are treated fairly.
While this does not necessarily mean
preferential treatment, often it can
mean improved access to markets or
better positioning for contracts.
Having the attention of high-level

Hpolitical leaders-can often set the tone

for positive business relations. Gov-
ernments, either directly or through

overnment endorsement can be tremendously

important as it establishes credibility and trust with potential

been heavily covered by local and in-
ternational media. Media coverage
brings Canadian companies to the
minds of decision-makers.

Government Endorsements

Endorsement of a government is tre-
mendously important as it establishes
credibility and trust with potential
business partners, in particular with
countries where business is not done
by price alone, but more on established
relationships.

In this regard, areas of new technolo-
gies where scientific results are new
and less understood, government en-
dorsement is fundamental. The ques-
tion whether a technology is
operational and approved in your coun-
try is always an issue.

Endorsement is of particular impor-

tance in the area of environmental tech- -

nologies. If a company’s air pollution
control device is not approved in the
host country or if the government is not
associated with the company and tech-

business partners.

wise. Such activities also accelerate
the learning process for companies
starting to conduct business interna-
tionally. Most effective is the accom-
panying  support  services that
governments offer in the areas of com-
mercialization, business plan develop-
ment and marketing activities.

The Canadian Advantage

What is often most frustrating is hear-
ing from international organizations
about the way Canadians tend to do
business. Canadians are generally not
as aggressive as other business people.
What they tend to forget is that Cana-
dians have a special place in the world
— we do not have much political bag-
gage. Canadian companies can work in
the Middle East without worries about
flags being burned or terrorist attacks,
as is so often the case with American
firms.

Assistance from government eco-
nomic development professionals and

trade missions is necessary in building
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their embassies, can access key con-
tacts easier than companies. This is one
area where government can really add
value and deliver.

Doing business in other countries
often involves relationship building
and endorsement by government —
nothing does this like visiting with a
prime minister.

In order to do business in certain
countries, foreigners must establish
themselves and build a real presence.
More that just setting up shop and be-
ing there, an association with the gov-
ernment always adds credibility. In
some countries, this is absolutély nec-
essary. What distinguishes one com-
pany from another may be sheer
persistence and government suppott.

Effective Trade Missions

Missions can be extremely effective
and successful or they can be a com-
plete waste of time and money. But
how can effective activities be en-
sured? Even the best-organized mis-



sion can turn out to be a waste of
money.

Here are “Ten Ways” to ensure an
effective and successful trade mission:

1. You must do your homework.

It is extremely important to do a thor-
ough job of market intelligence. There
are numerous sources. In fact, for some
countries there is too much informa-
tion and your job must be to assess the
value of material. Contact the Depart-
ment of Foreign Affairs, as the em-
bassy continually feeds information
from “on the ground” back to Ottawa.
As well, there is a tremendous amount
of information on the Internet.

1t is important to get all of the details
of “who is who” in other countries and
the way in which decisions are being
made, so you are not only meeting
with the right people, you are also able
to focus the meetings. Determine early
on what you wish to accomplish with
each meeting. And make sure all the
participants understand the cultural
norms of the country you are visiting
and that they adhere to all the usual
protocols.

All your documentation should be
translated into the relevant language —
also ensure that your business cards are
translated correctly!

2. Efforts must be targeted.

Once you understand what opportuni-
ties exist out there, try to determine
where your efforts would have the
greatest impact.

Try to time your mission strategi-
cally. Have the mission coincide with
a major trade show or conference
where more of the key people will be
around or available, or the exposure to
additional potential partners may be
greater.

Always try to find out who else has
already broken the ice in that country.
If Team Canada was there six months
ago, another mission from Canada
would be timely.

It is important to have a presence
and visit on a regular basis. Such a
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mission would be the perfect follow-up
to a Team Canada visit. Because the
world is so big, and in certain countries
like China you could spend all your
time trying to break open new markets,
focus and continually build on what-

ever “in” or advantage you have.
Keep “hitting the same nail on the
head” so that you will eventually make
inroads. Otherwise you will make
many contacts, but never develop an
ongoing relationship with any of them.

3. Preparation is key.

1t is important to do as much business
from home as possible so your meet-
ings are not just introductions, but
more substantive business. Your time
in the country is extremely valuable
and it must be maximized. You prob-
ably should spend as much as four or
five times as much effort planning your
agenda and preparing your documenta-
tion than you actually spend visiting
the country.

4. Partnerships are powerful.

Work hard to determine who you can
work with, both at home and in foreign
markets. One simple way of doing this
is to spread the word about your inter-
ests.

In cases where you do not wish to
reveal proprietary information, or give
away any market secrets, have confi-
dential discussions with embassy rep-
resentatives and others. Remember,
there are numerous business counsels
who help companies find each other.

Quite often you are able to come to
agreements with people to share ex-
penses,. thereby doubling your re-
sources and efforts. When planning
your mission, make sure to contact all
of the relevant players — other govern-
ments and other companies — and get
as much information as you can to
maximize your efforts while you are
there.

Do not underestimate the valuable
role of the government economic de-
velopment professional as a great
source of market intelligence and as a

—

partner when trying to access informa-
tion or key individuals in other coun-
tries.

5. Cost recovery and value-added.

It has often been argued that trade mis-
sions are a joke with business people
attending because they are freebies or
because government pays for every-
thing. There was a time when compa-
nies did get most of their expenses
paid, but not anymore.

Every mission I have organized has
been arranged so that companies paid
their own way: flight, accommodation,
transportation costs, etc.

In some cases, it makes logistical
sense that the government organize and
pay for certain activities or events, but
they should be on a cost-recovery ba-
sis.

Whether companies go or not will be
a real indication of whether they place
any value on such activities when they
have to pay for them. This allows the
government to do what it does best —
arrange meetings or activities and ap-
proach and encourage certain key con-
tacts.

This is the elusive “value-added”
role of government and it is best that
government sticks to it, as no one does
business better than business. Often,
company representatives will know
more about doing business in foreign
markets than anyone else.

6. Commitment, resources and time.
Developing business internationally is
not cheap: you must have a real com-
mitment to be in a particular market for
the long haul. If you are not committed
and supporting that activity fully, then
any resources you do allocate are in-
deed wasted.

As one very wise and experienced
player in the international market once
said: “If you want to play, you have to

pay.”

7. Activities that matter.
Trade missions have earned a reputa-
tion for fluff, and if you are to success-
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fully attract the right people and make
the right connections, you will have to
battle this reputation which will pro-
ceed you.

Organizers must do everything in
their power to ensure a proper balance
in the program between political talks
and business, and private time and
sight-seeing. :

There must be some private time
built into the program. After travelling
thousands of .miles, people will have
jet-lag and will require time to recuper-
ate..

Keep in mind, trade missions are not
’ Vacations, They are usually packed
with meetings fromi morning to night,
including all meal times.

In fact, in some countries, food and
drink ate a big part of the ceremony. Be
respectful of customs and rituals. Work
hard at developing the right program
and setting the right tone — you do not
want to show up at your next meeting
or destination with the reputation of
being rowdy drinkers or hooligans! *

8. Business relations.

In many countries, no business is done
until a certain relationship exists.
Build time into your business and mar-
keting plans to build such relation-
ships. This means a repeated presence
and effort.

Be attentive to local customs and
manners, and be sure to be seen making
an effort to embrace those customs. A
certain amount of hospitality should be
part of your itinerary, including small
gifts, dinners, and social events, etc.

9. Trade is a two-way street.
The days of having someone buy some-
thing out of a briefcase are gone: now
international trade involves more than
just a purchase order.

Most typically, business discussions

will focus on joint venture agreements

to manufacture in that particular mar-
ket, with the company building, oper-
ating and eventually transferring the
facility over to the international part-
ner.

INTERNATIONAL TRADE

The key to building goodwill in this
regard is to include workshops on tech-
nology transfers or training opportuni-
ties/exchanges in your program. Build

~into your negotiations an opportunity

to make the host country feel involved
and see the benefits of the relationship,
instead of just buying a product or
service. These things are now expected
in most cases, and one way to distin-
guish your efforts from a competitor is
to address this expectation up front.

10. Follow-up.

You can lead a horse to water,’but you
can’t make him drink. Follow-up is
consistently the biggest stumbling-
block for most companies. That is to
say, most people who are out of the
office for a couple of weeks, return
home only to find a pile of paper on
their desks. By the time they recover
six weeks have passed and they are
working on the next project; as aresult,
they do not spend the time necessary to
properly follow up every real lead they
may have received. In such cases, the
trade mission can be considered a
waste of time.

Great effort goes into developing a
marketing plan, identifying opportuni-
ties and potential partners, arranging
meetings, and discussing ideas. When
they do not act on any of the discus-
sions, or “strike when the iron is hot,”
people begin to wonder about their in-
terest, commitment, and ability to de-
liver.

Conducting business internationally
always takes time, and results often do
not manifest themselves for 12 to 24
months. You should still be communi-
cating and visiting regularly. Unless
you are prepared to spend time and
money regularly, do not bother with
the international market.

Measuring Success

Measuring success in any government
program is difficult — how do you
show results to your political masters
or the public when you are developing
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relations and goodwill? Business peo-
ple know that developing business in- .
ternationally takes time and requires a
significant investment before seeing
any benefits.

Any evaluation of this sort of activ-
ity must-contain a number of compo-
nents:

* General good will. Investing in posi-
tive relations between compani€s
produces valuable results on many
levels, not just trade relations.

*» Contracts. Are Canadian companies

"winning more business internation-
ally? Are the overall trade figures for
that nation improving?

» Technology transfer and exchange.
A significant component — are the
benefits flowing both ways?

Business missions are a combination
of various components. The mission
should educate business people about
doing business in foreign countries. It
should also educate our politicians and
decision makers: the world is bigger
than their jurisdiction or constituency,
and with their jobs often comes some

.responsibilities for the greater good.

In the case of environmental tech-
nologies companies, it behooves gov-
ernment to help other jurisdictions in
meeting their environmental chal-
lenges, since we often share the same
problems. And if Canada has technolo-
gies that can go a long way towards
solving those challenges, then it is a
win-win situation.

The question will be asked if any
real contracts were signed, as opposed
to memoranda of understanding or let-
ters of intent.

While this is important and is one of
the few more tangible indicators, it
cannot be the only measure of success.

Contributing to better relations,
trade or otherwise — such as the shar-
ing of values and expanding our under-
standing of each other — is also
essential. m
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Trade and Investment in

Canada's Agri-food Sector

BY | Gordon McGregor

The future growth of Canada’s multi-billion agri-food sector must come from

substantlally 1ncreased exports as the domestic market, while still very important as a base, no longer

provides sufficient demand The needed growth in exports must involve significant growth in

value-added crops, proé'ess‘e'd ‘products and food services. This has clear implications for regional

economic development and invest-
ment, particularly if an export goal of
$40 billion by 2005 is accepted by the
industry.

Eight priority markets, from a na-
tional perspective, have been identi-
fied as providing most of the expected
growth in exports: the United States,
Japan, the European Union,
China/Hong Kong, South Korea, Tai-
wan, Mexico and Brazil.

These markets accounted for almost
85 percent of the value of Canadian
agri-food exports over the past four
years.

Five countries within these markets
(U.S., Japan, U.K., France and Ger-
many) account for over half. of total
global investment flows and nearly 90
percent of Foreign Direct Investment
stock in Canada.

Canada’s Potential

The eight priority markets accounted
for an average $13.9 billion in agri-
food exports over the last four years
and are targeted to increase to $28 bil-
lion by the year 2005, almost double
the four-year average. At the same
time, high-value exports (intermediate
and consumer-oriented products) are
targeted to account for 77 percent of
the total, versus 66 percent over the
1993-96 period.

Bulk commodities accounted for
about $5 billion on average in agri-
food exports over the past four years.
While substantial potential for com-
modity exports exists, supply con-
straints will limit Canada’s growth in
export volumes. Commodity exports
are therefore expected to grow mod-

_estly in value over the coming period

’ GORDON McGREGOR is Executive Coordinator, Marketing Industry Services |

Branch, at Agriculture Canada, Ottawa.

to around $7.3 billion in 2005.

Cumulatively, Canada’s share of
agri-food imports to these eight mar-
kets is about five percent (including
intra-EU trade). This compares with
the three percent share of world agri-
food trade that Canada has captured in
the past few years.

Canada’s overall market share in
each of these markets is targeted to
rise. This reflects our ability to capture
some of the expected growth in overall
agri-food imports into these markets
over the coming period. However, it is
anticipated that actual growth in any
market will differ from these targets, as
export success in one market may draw
firms and limited Canadian product
supply from other markets which oth-
erwise would be their destination.

The Context of Change

Free Trade with the U.S., the imple-
mentation of NAFTA and the WTO,
globalization and slow but steady
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moves towards fewer technical barriers
to trade have greatly stimulated the
growth of the export-oriented agri-
food industries.

With few tariff barriers in place, in-
ternational trade is increasingly influ-
enced by requirements to meet product
quality standards, stringent health and
safety regulations and national label-
ing requirements.

These pressures are imposed by gov-
ernments and by leading global compa-
nies determined to ensure food
products meet health and safety re-
quirements and to protect corporate
brand reputations. Together these

GROWTH OPPORTUNITIES I

considerable value

forces drive investments in new facili-
ties and production technologies capa-
ble of providing safe, high-quality
products at competitive prices.

Opportunities and Challenges

Canada is considered by many ob-
servers as one of the few countries in
the world where agricultural produc-
tion can be expanded significantly in
the opening decades of the next cen-
tury.

The Canadian industry can also add
considerable value to its total output as
it moves up from commodities to more
valuable products. This trend is clearly
emerging in western Canada as a result
of elimination of subsidies to the grain
transportation system. It is now simply
too expensive to ship certain bulk
grains. There also is considerable in-
vestment in food processing in the west
as industry responds to new opportuni-
ties particularly for exporting to the

INTERNATIONAL TRADE

U.S. and Asia.

Some major world trends that influ-
ence the growth options for the Cana-
dian industry include:

* International trade in value-added
products is outpacing traditional
trade in commodities;

¢ Continued growth of importance of
global companies and global brands;

e Pressure to deliver shareholder
value, which implies continued ra-
tionalization of MNEs;

* Global marketing and global brands
— options for smaller companies
such as private label, co-packing,

trends.

These changes involve investments
in automation and informatics tech-
nologies as well as newer, better and
larger facilities to take advantage of
economies of scale.

Companies faced with significant
changes may choose to relocate their
facilities, often preferring to acquire or
build plants in smaller towns on the
peripheries of major cities. Location
decisions are influenced by the grow-
ing realization that north-south trade
rather than east-west trade will increas-
ingly dominate the North American
market.

The Canadian agri-food industry can add

to more valuable products.

marketing alliances;

* Growing importance of health and
safety as well as quality standards
based on the use of objective tech-
nologies such as HACCP and ISO
9000;

* Need for enhanced management of
supply chain by industry (identity
preserved products, segregation ge-
netically modified products, etc.);

* Pressures to increase regulatory har-
monization worldwide;

» Effect of the growing acceptance of
distribution management technolo-
gies and management systems such
as Electronic Data Interchange, Effi-
cient Consumer Response, and Just-
In-Time logistics.

While these trends influence the
evolution of the industry in many spe-
cific ways, taken together, they tend to
force change as producers and agri-
business companies react to the market
pres‘rures driven primarily by these
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to its total output as it moves up from commodities

Growth Targets

In 1993 industry and government in
Canada set a target for growing agri-
food exports to $20 billion by the year
2000. In fact, this goal was essentially
reached by the end of 1996.

Various industry groups are now try-
ing to set a new goal, perhaps the dou-
bling of exports by the year 2005. Such
efforts to set export growth targets re-
quire a clear understanding of just what
industry sub-sectors have the potential
to contribute significantly to reaching
such an ambitious target and which do
not.

It is obvious that such a goal can no
longer be reached simply by producing
more commodities. Reaching such a
target requires a major increase in Can-
ada’s ability to manufacture value-
added food products. This ability
depends on whether or not business
conditions in Canada favour invest-
ment beyond the levels and strategic
focus that have characterized the in-



dustry in recent years. In this regard,
there is a need to achieve a better pub-
lic understanding of the investment im-
plications of doubling the sector’s
exports and of the role played by gov-
ernments in bringing about a favour-
able business climate.

Much has been done already to cul-
tivate a business climate that is more
conducive to strategic investment in
the agri-food sector. The key business
indicators say that Canada is the pre-
ferred place’in which to invest right
now; and these positive indicators are
based on significant structural change,
change that/‘is‘ going to last.

FUTURE INVESTMENT |
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-

level relationships with major interna-
tional investors.

" The agri-food sector is considered to
be a priority sector for promotional ef-

. forts in large part due to its potential to
" grow through major increases in its

volume and its value of exports.

Investment promotion activities are
not conducted in isolation. Partnership
building with the provinces, tradition-
ally very active in investment attrac-
tion  activities, is increasingly
important.

The federal and provincial gOVCI‘n:L:"

ments are currently working to develop
clear and complementary roles for their

ages, links to supplier networks and
product development companies pro-
viding technologies, ingredients, pack-
aging and marketing services are of
crucial importance. Such networks are
usually found in or close to major ur-
ban centres and are increasingly impor-
tant to the rapid growth of firms whose
business is based on differentiating
their products in the highly competi-
tive branded food and beverage indus-
try.

The investments needed to drive the
expected expansion of the industry will
undoubtedly arise in large part from
within the industry. However, there is

Trade liberalization in agricultural products

o is 'expe'cted to lead to increased interest in financing the growth

Canada’s great performance is not
just a flash in the pan. Having made
significant progress on this front, the
Government of Canada is increasingly
active in the promotion of specific op-
portunities to investors at home and
abroad.

Promoting Canada

The role of governments in promoting
Canada as a destination for investment
in all sectors is changing rapidly as
awareness of the tight coupling be-
tween trade and investment grows.
Current federal efforts are focusing
through generic image-raising activi-
ties, the provision of national bench
marking information such as the recent
KPMG report entitled The Competitive

Alternative: A Comparison of Business

Costs in Canada, Europe and the
United States, increased liaison with
major site selection companies and a
renewed emphasis on developing high

of agri-food companies.

activities on behalf of the agri-food
sector,

Future Expansion

This cooperative approach is driven in
part by a growing recognition that the
future expansion of the agri-food sec-
tor will be very important to rural de-
velopment in particular.

Canada’s rural areas are a natural
site option for agri-food companies
considering new facilities, particularly
if proximity to raw materials is a major
locational factor. The current invest-
ment wave in hog barns and pork proc-
essing facilities in western Canada is
an excellent example of the revitaliza-
tion of an industry and of rural commu-
nities.

Of course, expansion of the sector is
not simply linked to the availability of

raw materials. In the high value-added

industries, generally those producing
branded packages foods and bever-

increased interest in the sector from
investors in Asia, a development which
is linked to the growing importance of
Asian countries as markets for the out-
put of the industry.

Trade liberalization in agricultural
products is also expected to lead to
increased interest in financing the
growth of agri-food companies
through public share offerings as com-
panies grow through expansions and,
more frequently, through acquisitions.

The Canadian industry has recently
witnessed a series of majof deals in-
volving dairy and meat companies
which are driven by the need to attract
capital from major investment funds.

This heightened interest in the sector
is likely to continue if export led
growth maintains its recent perform-
ance. The implications for economic
development are exciting and well
worth a second look. m
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COMMUNITY DEVELOPMENT

cceeding in a
KNOWLEDGE-BASED ECONOMY

BY (Hon. Maurizio Bevilacqua

F or some time now Canadians have been witnessing a fundamental change in their

economy — where the. :groWing use of knowledge, ideas and innovation are increasingly becoming the

principal engines of economic growth and job creation. Today, economic success is based not so much

on raw natural resources as it is on excellence in human resources. Ideas and entrepreneurship are, more

than ever, the key to better incomes and
a higher quality of life. This is true not
only for high-tech industries and jobs
— everyone, from mechanic to trucker
to salesperson, must learn new skills
and better ways of doing business if
they want to succeed.

While these changes are opening up
vast new opportunities, many Canadi-
ans are worried that forces over which
they have no control might well leave
them or their children behind.

Government has a role to play in

- helping Canadians succeed in the

knowledge-based global economy — a
responsibility to help as many Canadi-
ans as possible join the economic
mainstream, and an obligation to reach
out to those left behind. Government
must ensure that its citizens not only
survive in an evolving economy, but
that they are also equipped to succeed.

While advances in knowledge have
always been important in generating
economic growth, the relative impor-
tance of new ideas has increased stead-
ily in recent years and is reshaping the
economy and society. Raw materials

MAURIZIO BEVILACQUA, MP Vaughan-King-Aurora,
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are still valuable, but new ideas about
how to use those materials can be even

more valuable — and can be shared
faster and more widely today than in
the past.

Many Canadian industries are lead-
ers in the development and adoption of
technology, and not just in the high-
tech sector. For example, new methods
of managing inventories, and new tech-
nologies to implement those ideas, are
changing the way retailers operate, and
the skills needed by sales personnel.
Canada’s resource industries are being
transformed by such advances in
knowledge as the use of satellite-gen-
erated images in resource exploration
and development.

Biotechnology is being used in the
agricultural sector to enhance product
quality, and to improve crop yields and
disease resistance.

Canada’s overall innovation per-
formance has improved substantially
in recent years. Businesses have in-
creased their spending on R&D by an
estimated 80 percent since the end of



the 1980s. The share of manufacturers

using advanced technology has risen
from under 60 percent in 1989 to al-
most three-quarters recently.

Despite this progress, there is con-
cern that advancements in knowledge
and new technology could mean fewer
jobs, particularly for those who lack
the required skills. While new technol-
ogy does tend to reduce the number of
workers needed to produce specific
products, there is overwhelming evi-
dence that advances in knowledge ulti-
mately result in a net increase in jobs.
This is because new technologies lead
to new products and services, a higher
quality of existing products, and lower
production costs, all of which stimu-
late economic growth and job creation.

The benefits of a growing commit-
ment to technology are already evi-
dent. A recent Conference Board of
Canada study entitled Jobs in the
Knowledge-Based Economy found that
firms having purchased and used infor-
mation technology outperformed oth-
ers over the past decade, both in terms
of output growth and job creation (see
chart).
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stimulating job creation, advances in
knowledge also lead to higher real in-
comes through increased productivity.

Globalization

The growing importance of knowledge
has been accompanied by globalization
or the increasing integration of the
world’s economies brought on by such
factors as faster and better communica-
tions and transportation, and a world-
wide liberalization of trade and
investment policies. While this has
made competition more intense, it has
dramatically increased the potential
customer base for Canada’s goods and
services, making the application of
new ideas even more rewarding. It has
also allowed Canadian producers to
specialize in what they do best, while
giving Canadian firms and consumers
access to new and better-quality prod-
ucts and services at lower prices.
Economic activity is increasingly
becoming less tied to geography and
natural resource endowments and more
tied to human resource endowments.
This has led to a growing world de-
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A study by Industry Canada entitled
Employment Performance in the
Knowledge-Based Economy also found
that employment growth in Canada is
increasingly related to the use and pro-
duction of knowledge. As well as

mand for skilled workers who are in-
creasingly important to attracting new
investment and production. A recent
study by the Conference Board of Can-
ada on the high-technology industry
and its corporate perspective found

that a skilled workforce was the most
important influence on the decision of
where to locate.

New Leadership Role

The market alone will not provide the
infrastructure necessary to make the
forces of change work for us rather
than against us. And the market does
not care for those left behind. Filling
those gaps is one of the central chal-
lenges facing government.

The core national economic priority
must be to build an enduring founda-
tion for employment in today’s as well
as tomorrow’s economy.

How can government accomplish
this task in an era of limited resources?
The answer is to work more effectively
by focusing on key priorities. Govern-
ments can no longer be all things to all
people. Working effectively means
recognizing that “going it alone” is
rarely a good policy. That is why the
federal, provincial and territorial gov-
ernments have been developing a more
collaborative approach to strengthen-
ing Canada’s social union.

Building on this teamwork ap-
proach, partnerships between the fed-
eral and provincial governments have
been broadened to include the private
sector in ventures such as the “Canada
Foundation for Innovation.”

Providing effective, focused govern-
ment is essential to creating opportuni-
ties and Dbuilding security for
Canadians, but it is not enough. The
federal government must also provide
leadership in four areas that are key to
Canada’s prosperity in the global
knowledge-based economy.

1. A Sound Economic Framework. A
sound economic framework is an es-
sential ingredient for sustained pros-
perity. A healthy economy is key to
encouraging business investment and
major consumer purchases. This re-
quires sound fiscal management and
low and stable inflation. Strong busi-
ness investment ultimately stimulates
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growth of the productive capacity of
the economy and the adoption of new
technologies embodied in capital
goods. Tax laws and regulations,
which affect the investment and spend-
ing decisions of businesses, workers
and consumers, can also have a major
effect on the health of the economy.
The government must therefore ensure
that it mpintains a fair and efficient tax
system to raise its revenues — a system
that reflects taxpayers’ ability to pay,
ensures that taxes are collected in a
manner conducive to creating jobs and
growth, and that taxes owing are in-
deed paid.

The federal government’s approach
to improving Canada’s tax system will
continue to be guided by two princi-
ples. First, the government will pro-
vide targeted tax relief to deal with the
most pressing social and economic
stresses. Second, as the fiscal dividend
grows, the tax burden will be reduced
in ways that not only ensure fairness,
but yield significant benefits in im-
proving jobs and growth.

2. Promoting Knowledge and Innova-
tion. Building a strong economy based
on knowledge requires the active par-
ticipation of individuals, businesses
and governments. Businesses are moti-
vated to develop and apply knowledge
through investment in R&D. However,
the returns from advancements in
knowledge not only accrue to the busi-
nesses that make the investment, but
can also spill over to the rest of the
economy— for example, through bet-
ter quality products and services at
lower prices — thereby benefiting so-
ciety as a whole.

Hence the government has a leader-
ship role to play in promoting knowl-
edge and innovation in several ways.

m First, laws and regulations can have
a profound influence on the generation
and use of knowledge. For example,
intellectual property laws strike a bal-
ance between encouraging the devel-
opment of new ideas and promoting
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their diffusion throughout the econ-
omy. This works particularly well for
encouraging late-stage R&D.

m Second, federal government pro-
grams are needed to encourage early
stages of research when openness and
collaboration are essential to progress
and patent protection may not be pos-
sible. The federal government cur-
rently spends over $5 billion annually
on science and technology-related ac-
tivities. Many programs are run in co-
operation with the private sector, such
as in the area of space technology de-
velopment. About 21 per cent of all
R&D in Canada is funded by the fed-
eral government (including transfers to
businesses and universities to finance
basic and applied research). The Scien-
tific Research and Experimental De-
velopment (SR&ED) investment tax
credit providing assistance of $1.3 bil-
lion annually — is also an important
intitiative that encourages research in
Canada.

m Third, world-class research facilities
have become key to attracting invest-
ment in areas of high-growth potential
and to training and retaining highly-
skilled research personnel in Canada.
The federal government’s endowment
of $800 million for the Canada Foun-

~ dation for Innovation — in partnership

with the private sector, provincial gov-
ernments and universities — is helping
modernize research facilities at Cana-
dian post-secondary education institu-
tions and research hospitals in the
areas of science and engineering,
health and the environment.

m Finally, the federal government has a
role to play in supporting the genef“a—
tion and diffusion of knowledge
throughout Canada’s diverse indus-
tries and regions. In particular, Can-
ada’s small and medium-size
businesses can benefit by improving
their access to leading-edge technol-
ogy, financing, and markets.

The growing importance of the In-
ternet prompted the government to de-
velop programs to assist communities,
schools, libraries and businesses to
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connect to the information highway.
For example, the SchoolNet program is
providing young Canadians with vital
access to, and training and experience
in new information technologies. Mak-
ing Canada the most connected nation
in the world will provide Canadians
with new opportunities for learning,
interacting, transacting business and
developing their economic and social
potential. Improved access to interna-
tional markets is also key to the devel-
opment of knowledge by encouraging
Canadian firms to specialize in what
they do best. It also encourages the use
of new and better-quality inputs at
lower prices to take advantage of new
market opportunities. The federal gov-
ernment’s primary role in this area is to
ensure that a fair set of rules governs
economic relations with all of Can-
ada’s trading partners. To that end, for-
mal trade agreements are very
important in safeguarding the interests
of smaller open economies like Can-
ada’s. In particular, the federal govern-
ment is continuing to pursue
multilateral and bilateral trade agree-
ments such as the negotiations that re-
sulted in the creation of the World
Trade Organization (WTO) to oversee
and guide the expansion of world trade.
The government is also supporting the
private sector in securing and expand-
ing Canada’s access to world markets
for its products and services, through
an aggressive international trade pro-
motion strategy led by the Team Can-
ada trade missions.

3. Life Long Learning. The changes
that are taking place in the economy are
altering the way Canadians work and
the skills they need to find and keep a
job. Although this has been a fact of
life for more than a century, the for-
tunes of workers depend increasingly
on the skills they already possess or are
prepared to acquire. Most importantly,
education and training are the best
tools to reduce income inequality, by
giving people the skills needed to seize
the opportunities available in a strong,



modern economy. In this way, educa-
tion and training provide both a solid
foundation for a strong economy, and
a society that is fairer and more inclu-
sive.

The premium that the knowledge-
based economy has placed on skills is
reflected in Canada’s employment sta-
tistics. Over the past two decades, job
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its recently expanded Youth Employ-
ment Strategy, it promotes work expe-
rience for young Canadians in
partnership with aboriginal communi-
ties, the private sector, and community
organizations. The government is also
working with the provinces, the private
sector and communities to develop a
new mentorship program, and to intro-

| EMPLOYMENT GROWTH

by Information Technology Intensity, 1966-1995

High

Medium

Low

-10 -5 0

SOURCE | Statistics Canada; The Conference Board of Canada

growth has been faster for those with
higher skills (see chart).

With the number of jobs for persons
with less than high school education

shrinking rapidly, their unemployment

rate is now double that of persons with
a university degree. Moreover, given
the relatively weak demand for low-
skilled workers, their employment
earnings are falling behind those of
more educated and skilled workers,
risking a polarization of incomes that
could damage the social fabric.

The rising importance of education
and skills is only partly due to the crea-
tion of new “high-skill” jobs in high-
tech industries. There has also been a
steady increase in skill requirements in
all sectors of the economy and in most

types of jobs — from machinists to
warehouse workers, from farmers to
loggers.

For young people, the federal gov-
ernment is helping them make the tran-
sition to a career-oriented job. Through

duce a new community-based program
for those young Canadians who are
most at risk of unemployment because
of their lack of skills and low educa-
tion. Internship programs will be ex-
panded and aboriginal youth centres
will be created to help off- reserve abo-
riginal young people who are unem-
ployed.

4. Building a Strong Society. Canada’s
future prosperity depends as much on
our valued education, health and social
programs as it does on our economic
policies. These programs not only re-
flect Canada’s values, they are an eco-
nomic necessity because they provide
Canadians with the sense of security
that allows them to participate in the
economy with confidence. Having con-
fidence in these programs is more im-
portant than ever in an era of profound
economic change. The federal govern-
ment is taking action to help Canadian
families give their children a good start

in life through a new partnership with
the provinces to create a National
Child Benefit System. The government
will preserve, protect and improve the
health care system and ensure that it
meets the needs of the future. And it is
acting to secure the retirement income
system so that the seniors of tomorrow
will have adequate income when they
retire, while assuring today’s seniors
that their pensions will be protected.

Helping Canada To Succeed
As we move towards the 21st century,
the growing importance of knowledge
offers all Canadians great challenges
and great opportunities. Modern com-
munications have caused distance to
lose much of its economic meaning,
and skills are becoming the most im-
portant raw materials of all. This trans-
formation can be the source of a
widespread increase in living stand-
ards if individuals, businesses and gov-
ernments make the right choices.

That is why the federal government
is committed to providing leadership in
helping Canada succeed as a knowl-
edge-based economy and society. The
government understands that a country
with a rich natural resource base can be
truly successful only if it also devel-
ops a rich base of knowledgeable and
skilled workers. Yet, a country with a
rich base of knowledgeable and skilled
workers will succeed only if its econ-
omy creates the opportunities needed
to develop and apply those skills in an
innovative workplace. And, these op-
portunities will only be fully seized if
Canadians have the security needed to
confidently make the necessary adjust-
ments.

This means ensuring that Canada’s
valued education, health and social
programs are there for those who need
them. The federal government is deter-
mined to build a society of skills, inno-
vation and security, where each
element reinforces the other, creating
and sustaining jobs and raising the Ca-
nadian standard of living. m

1998 ECONOMIC & TECHNOLOGY DEVELOPMENT JOURNAL OF CANADA 45



COMMUNITY DEVELOPMENT

ustaining the Dynamic Growth of

TECHNOLOGY-DEPENDENT COMMUNITIES

BY | Peter Leach

There has been substantial evolution of the mechanisms and practices which encourage

the formation of technology-intensive industrial clusters and innumerable conferences on this subject.

Less well-covered is the evaluation of the factors necessary to sustain the dynamic growth of such

clusters which, by this stage, have often become complete communities. This paper will review the

determining factors which are instru-
mental in enabling growth continu-
ance. Circumstances that can lead to a
growth stall can be any one or any
combination of these factors and, if a
number of factors become minor in-
hibitors, their cumulative impact may
result in stalling.

The factors this paper will cover are:
Human Resources, Quality of Life,
Networking Infrastructure, Communi-
cations Infrastructure, Community

Ownership, Real Estate, and finally,
the ‘Community Plan.’

For the purpose of brevity, some
conventional acronyms will be used —
one created here is “T'-dC” for “Tech-
nology-dependent Community.”

Human Resources

It is clear that the supply of the ‘intel-
lectual capacity’ to sustain continual
innovation and to broaden the knowl-
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edge base is absolutely paramount to
success. The supply of highly-trained,
intra- and entrepreneurial, talented
people and the availability of the tech-
nician, manufacturing and marketing
personnel are key in sustaining the
growth dynamic.

Without a very aggressive strategy,
the local colleges and universities have
extreme difficulty in adjusting their
systems, courses, student intake, fund-
ing and facilities to meet the explosive
growth of T-dC’s. This is the result of
the rapidity of change in the needs of
industry as new technologies and new
knowledge constantly make previous
knowledge obsolete, and of the fund-
ing mechanisms which are usually con-
trolled outside the community (on a
national and/or regional basis).

Further, the leadership in the educa-
tional infrastructure is rarely selected
by, or aligned with, the cluster leaders.
Education sometimes works at cross
purposes with the educational needs of
the industry which form the cluster,
even though education leaders con-



stantly try to respond to the ‘technol-
ogy of the day.’

This concern is even greater within
primary and secondary educational
systems. The general curricula struc-
tures permit students to opt out of key
subjects before they really understand
the broad spectrum of jobs, even in the
arts, that now require a knowledge of
mathematics, science and engineering.

The connection between the system
and the cluster industries is also very
difficult due to the time delay between
any adjustment in the system and the
needs perceived by industry. A further
complicating factor is the influence of
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a long-term solution, but it is critically
dependent on a perception (and the re-
ality) of a high quality of life, substan-
tial spousal job opportunities and a top
salary and benefits.

It also may require changes to immi-
gration frameworks, salary scale and
benefit realignments and other novel
methods to attract the best.

A further opportunity that is only
now starting to become technically
possible is through tele-work. Having
access to national and international ex-
pert teams working as collaborating
partners within a single project is an
immensely powerful concept. It is

dependent on the quality of life that is
perceived and experienced.

The industry thrives in an environ-
ment of high energy people of diverse
interests, backgrounds and extra-cur-
ricular social activity. With a relatively
young core in its workforce, key qual-
ity of life needs include:

1. The quality and convenience of kin-
dergarten and schooling.

With a majority of employees having
young families, a key decision factor
on where to locate is the existence of
an excellent pre-school and educa-
tional system.

EDUGATED WORKFORCE | A key response to the inability of the educational

infrastructure to generate well-qualified people includes well-known

supply enhancement strategies such as recruitment.

Boards of Education and Par-
ent/Teacher Associations.

With the time demands of technol-
ogy-based industries, the involvement
of knowledgeable people in changing
the curriculum and re-orienting the
teachers is usually very limited. The
entire system appears essentially dis-
connected from the drive of the com-
munity.

Thus, the primary generator of the
educated population on which the suc-
cess of the community depends is not
usually driven by the needs of the in-
dustrial organizations on which the
success will be built.

A key response to the inability of the
educational infrastructure to generate
the right numbers of well-qualified
people includes some well-known sup-
ply enhancement strategies. In smaller
T-dC’s, the first response is to recruit
from other cities.

While such raiding escalates sala-
ries, it rarely provides the sustainable
high quality and quantity. However,
international recruitment may provide

much easier to develop such teams
from within their own current environ-
ments. It is also substantially cheaper,
faster and less costly. It provides the
capability to re-orient research teams
and to reconstitute them far more dy-
namically than before. This is also
more flexible as it allows top contribu-
tors to work with more than one com-
pany simultaneously, subject of
course, to confidentiality and conflict
of interest situations.

In the future, sustaining the dynamic
growth of a T-dC will clearly use all
such mechanisms as well as forming
the key links between industry,
schools, colleges and universities to
quickly realign the priorities and cur-
ricula which will provide an adequate
accessible talent pool. It is clear that
failure to do so will stall cluster devel-
opment.

Quality Of Life

A key issue to attracting and retaining
high quality, high technology people is

As most employees tend to be more
highly educated than the general popu-
lation, their expectations of the educa-
tional system are also higher. The
capacity of this high quality education
system must be able to respond to the
growth it will experience and must not
lose its quality standards.

2. The quality and accessibility of post-
secondary education.
A primary factor in the continuing
growth of any T-dC is the existence in
the community of high quality techni-
cal colleges and universities. Students
are attracted from all over the world to
recognized top quality universities and
colleges and, with a dynamic industrial
environment, many stay for stimulat-
ing jobs within the T-dC.
Furthermore, as the community ex-
pands, the growth of supporting busi-
nesses attracts experienced business
managers whose families are likely to
attend local tertiary educational insti-
tutes, especially if these are top cali-
bre.
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3. Healthcare Infrastructure.

Whether or not the T-dC is focused on
healthcare as an industrial sector,
healthcare infrastructure and quality is
a factor in establishing a quality of life.
However, a majority of the people that
enter technology businesses only see
the need for a quality of service. Once
a prescribed quality level is achieved,
healthcare is unlikely to be a differen-
tiating factor. If it is substandard, how-
ever, it may be a substantial inhibitor.

4. Quality and breadth of participating

sports.
High energy people tend to be person-

DYNAMIC GROWTH |
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prerequisite. The infrastructure which
allows top-class entertainment, as well
as individual participation at many lev-
els, becomes critical as the employ-
ment in the industry grows and the
need to attract people from other places
expands.

6. Quality environment.

A pleasing environment in and around
the T-dC is again a substantial quality
of life factor. There is a substantial
conflict here, however. In a stable ur-
ban environment, the maintenance of a
clean, safe environment is relatively
manageable, but in a high growth com-

exchange of knowledge across corpo-
rations within the same campus envi-
ronment.

Networking

Networking takes various forms and
has a number of key attributes which
are essential to sustaining the momen-
tum of T-dC development.

1) The first form is inter-personal net-
working which brings people together
and allows the exchange of ideas and
opportunities. In a momentum sustain-
ing condition, such networking should

In a knowledge-based economy where information is

the principal determinant of success, the communications infrastructure

AN

ally active in their private lives. A liv-
ing environment which supports a life-
style image of health and well being
through sport, and which provides the
breadth of sporting activities to satisfy
the needs of enthusiastic sportsmen, is
very important.

Silicon Valley promoted this most
successfully as has Sofia Antipolis in
the South of France. Almost all T-dC’s
promote either a total healthy lifestyle
environment or a subset appeal (an as-
pirant sailor is not going to locate in

Colorado but neither is a skiing enthu-

siast going to locate in Boca Raton).
The T-dC must make maximum use of
its sporting facilities to appeal to the
broadest range of quality lifestyles.

5. Quality of arts and entertainment.
In keeping with a highly educated com-
munity, access to and potential partici-
pation in quality arts and entertainment
is important.

As the T-dC grows, the arts and en-
tertainment industries must grow in
lockstep, with “high quality” being a

is a critical element.

munity, the constant building of indus-
trial space and the expansion of the
residential community leads to con-
stant disruption and loss of natural
amenities that are nearby. A constant
and conscious policy to minimize de-
velopment induced environmental dis-
ruption is a further factor in the
prevention of stalling due to quality of
life concerns.

7. Campus nature of the work
environment.

When highly educated, motivated peo-
ple work, the quality and dynamics of
the work environment are extremely
important if maximum creativity is to
be achieved.

Studies have indicated that work en-
vironments and personnel interaction
is a major contributor to the most pro-
ductive innovators.

As all of the technology-based in-
dustries are dependent on leading
knowledge, a campus type environ-
ment permits the most possible interac-
tion and permits the inter-disciplinary
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be both formal (cluster managed) and
informal.

The formal processes normally bring
people together to share experiences
and expound on models which yield
both success and failure.

Invariably, these formal networking
events are created from informal net-
working and launched because of an
unaddressed community need. How-
ever, if a key community supported or-
ganization exists, the establishment of
formal networking is clearly enhanced.

Informal networking is difficult to
plan, but, frequently, bar/restaurants
are the trigger points for many of the
greatest commercial ideas.

2) The second form of networking is
the outreach provided by top quality,
internationally-recognized  universi-
ties.

Such institutions provide a window
on the world of research and bring to
the community knowledge of poten-
tially transformational ideas essential
to maintaining the growth momentum.
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3) Networking amongst the key busi-
ness leaders and between business and
community leaders is a vital factor in
cluster development. Not only does it
allow realignment of shorter term
plans to the longer term vision, but
hurdles the bureaucracy that will often
inhibit residential, industrial, sports,
arts infrastructure development and en-
vironmental protection. Furthermore,
business leaders must influence deci-
sions at all political levels to minimize
decision delay time.

4) The particular networking, which is
created by inter-linked corporations
(following the Japanese ‘Kiretsu’
model), provides a key element of suc-
cess in some T-dC’s.

Not only do core companies have the
ability for retaining a focus on core
businesses, but the spin-offs added
substantial value to the original parent.
Such “Kiretsu’s” are frequently a ma-
jor contributor to sustained growth as
they permit rapid corporate growth and
internationalization of young compa-
nies.

Communications

In a knowledge-based economy where
information is the principal determi-
nant of success, communications infra-
structure is a critical element in the
sustenance of dynamic growth. Com-
munication, whether it be telecom-
munications, electronic services or
transportation, provides the essential
‘connectivity’ to link companies to
their markets, to investors and to com-
petitors.

Control and timeliness of informa-
tion flows are the lifeblood of T-dC’s.
If the infrastructure does not keep pace
with the cluster growth, then a stall can
be assured.

Telecommunications bandwidth,
low latency connectivity, innovative
services and low cost are some of the
requirements of successful knowledge-
based industries. One service which is
a key in the next phase of T-dC’s is the
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provision of secure and reliable e-com-
merce with a low operational cost.
While such capabilities must extend
well outside the T-dC, the community
itself must have a high service level.
Physical access to bring in distribu-
tors and to permit efficient movement
of goods and personnel are essential
and must continue to expand as growth
continues. T-dC’s are clearly depend-
ent on services which will permit the

easiest and low-cost access to target .

markets. High quality airports, road
and rail infrastructures provide this ac-
cess, and for heavier goods, sea port
access can be a strategic advantage.

The final element in ‘communica-
tions infrastructure’ is the local trans-
portation which allows people to work
flexibly and at a time that proves con-
venient to their customers. Technology
intensive business tends to operate al-
most 24 hours a day, and service func-
tions for globally trading organizations
must be a 24-hour activity. The trans-
portation systems must be able to re-
spond.

Community Ownership

A key factor in the successful T-dC’s
is the degree to which the people take
‘ownership’ of the entire community,
from the welcome extended to people
arriving from other places, to cleanli-
ness and security, to sustaining a com-
munity concern for well-managed land
development.

Within the community, there needs
to be a shared, broadly appreciated and
respected vision and an aspiration of
how the community should develop
and be developed. Furthermore, there
needs to be a shared determination to
achieve it. Such a vision usually occurs
between the community social and
business leaders and it must become
the vision espoused by the political
leaders. Coalescing such vision in a
high growth T-dC can be a substantial
challenge, but if the political vision,
the industrial vision and the societal
vision are mis-aligned, the community
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itself will fragment and the momentum
of growth will again stall.

The sharing of knowledge expertise
within the T-dC is also most important,
as it is the continuous flow and
counter-flow of information that al-
lows early responses to new opportuni-
ties and threats. This is most important
at the senior levels where substantial
resources can be quickly re-assigned
and new directions established.

The best ideas are frequently not cre-
ated by the most highly educated. The
interaction across social grouping is
essential if the most competitive prod-
ucts and services are to be created and
effectively marketed.

The community must ensure that so-
cial barriers are not created which pre-
vent the key communication of ideas
between groups.

Ownership is also exemplified in the
attitude of the whole community to-
wards security and inter-dependence.
Corporations can clearly not achieve
their goals independently and it is easi-
est to form the early partnerships
within the T-dC. It is necessary for the
community to share this concept.

Real Estate

One of the elements that is most diffi-
cult to manage is real estate develop-
ment. There are essentially two key
components — the workplace develop-
ment and the residential development.

T-dCs require constant knowledge
refreshment, and if the access to life-
long learning is not adequately sup-
ported, the ability of the T-dC to
remain in a leadership position will fal-
ter. Communities in which there is a
close connection between the work,
residential and learning environments
that are integrated into a strong com-
munity plan, appear to outperform oth-
ers. In fact, the separation of these
entities may actually be an anathema to
a T-dC.

From a business viewpoint, the close
cooperation between all elements of a
business — research, manufacturing,



administration, sales and marketing —
is essential. This close cooperation
does not necessarily require co-loca-
tion, but to get the right personal dy-

namics, there needs to be minimal -

inhibitors to both real and ‘virtual’
meeting.

The construction of environments
which permit inter-corporate knowl-
edge sharing, “Kiretsu” development,
and strategic partnering are extremely
important.

Further, ensuring corporate vertical
and lateral communications requires
. innovative real estate and community
infrastructure planning.

To permit ideas to give rise to start
up companjes, assistance in the form of
incubator facilities is now becoming
recognized as a further attribute to the
ongoing dynamic . growth’' of T-dC’s.
Such facilities’ rembv,e:thé often oner-

ous tasks of facility management for

young companies. Without incubators,

COMMUNITY DEVELOPMENT

it can be hard for ideas to move from
the home or university to a more effi-
cient business environment. Just as the
value of incubators are being recog-
nized, the electronic world of Internet

" and broadband communications allows

information companies to bypass the
incubator stage. However, most T-dCs
include ‘manufacturing’ operations
which continue to need incubator envi-
ronments.

Once a corporation begins to grow

rapidly, facility development must not. .

be restricted. While large companies
operate effectively over manysites and
many continents, a majority of small
high growth companies remain in a sin-
gle T-dC. Space for expansion is a
critical factor.

One attribute of real estate develop-
ment, which is historically either under
national jurisdiction or private sector
development, is the telecom-
munications infrastructure. As this

must have a higher than average serv-
ice quality, mechanisms are necessary
to ensure that the advanced telecom-
munications infrastructure is devel-
oped in line with the remainder of the
business and residential build-out.

Turning now to the residential side,
there must be a residential develop-
ment plan that permits well rewarded
employees and entrepreneurs a resi-
dential upgrade path within the same
overall community area.

If there is excessive separation, then

- every move requires a social realign-

ment and results in the development of
diviSion_s between social groups. In a
T-dC, which is already well estab-
lished, sustaining such a residential de-
velopment plan which also allows for
business expansion is a major chal-
lenge.

In areas planned for new develop-
ment the mix of business, education
and the full range of residential hous-
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ing types must be planned as an inte-
grated whole. Conceptually, segment-
ed development corridors provide the
optimal solution to continuous expan-

sion with business and core shopping -

alternating on either side of a transport
corridor.

Residential development extends
out from either side, again with educa-
tion and incubation facilities, parks,
sporting facilities and entertainment
centres interspersed along the edges of
the business and shopping core areas.

As with the business, telecom-
. munications’ infrastructure must now
be integrally planned to provide serv-
ices such as interactive distance learn-
ing, entertainment and tele-work
capacity to residences.

The Community Plan
With the complexify' of all the attrib-
utes necessary to ensure the maximum

COMMUNITY DEVELOPMENT

possibility of sustained high growth of
a T-dC, an integrated plan must be cre-
ated in the community that meets the
community vision.

In consequence, it must be devel-

’ oped under the leadership of respected
business, academic and community

leaders.

There must be a common determina-
tion to stick to the plan, except when it
is clear that this will inhibit a major
opportunity which will be clearly an

advantage the community as a WhOIC"f"i, effect. In other circumstances, this

Modifications should only be made to

improve the plan, not to merely change
it in response to spike inputs or for
political expediency.

The plan can only work if the com-
munity buys into it, making constant
community consultation and communi-
cation essential. The community must
know of the successes achieved as this
will strengthen the resolve to continue
with the plan.

Conclusion

This paper is intended fo review a
broad range of attributes, which may
impact the ability of T-dC to sustain its
growth dynamic. As stated in the intro-
duction, the degreé to which some of
the factors may be inadequately ad-
dressed in the plan can have non-linear
impacts on the growth dynamic.
Minor weakness in a number of fac-
tors may stall growth, whereas ignor-
ing one factor may have no deleterious

same omission may give rise to a stall
or reversal. However, the lack of un-
derstanding of factors, which trigger
stalls, prevents any prescriptive for-
mula necessary for success.

This material is given more as a de-
scriptive guide to the various factors
rather than a prescription for success.
The better the factors are addressed,
the more certain is the continued dy-
namic growth of the community. =
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BUSINESS IMMIGRATION

Opportunities for Local Economic Development

BY | John Tracogna

‘HiStorically, the Canadian immigration program has been the responsibility of the

federal government, and has reflected a ‘top down’ approach in the way the immigration program has

been administered and managed. In the fall of 1994, the federal government’s Department of Citizenship

and Immigration released its new strategy entitled: “Into the 21st Century: A Strategy for

Immigration and Citizenship‘.” This an-
nouncement marks a shift to an empha-
sis on immigrants expected to
contribute to the economy. Over 50
percent of all new immigrants will be
from the “economic category,” which
consists of _two sub-categories:
“skilled workers” and “business immi-
grants.”

New immigrants have been attracted
to Canada for a number of reasons in-

cluding: universal medical care, sound
educational system, multi-cultural en-
vironment, business and investment
opportunities, higher quality of life,
political stability and access to the U.S.
market (Marger and Hoffman, 1994).
The primary focus of federal and
provincial immigration strategies is to
attract new entrepreneurs and investors
to various Canadian cities and towns,
yet the current federal and provincial
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JOHN TRACOGNA is the Acting Director for the Eco- |
nomic Development Centre, North York. Previously, he

was the Business Development Officer for the City of

Tracogna holds degrees in Urban and Regional Plan-
ning and a Masters of Local Economic Development,

both from the University of Waterloo. He is a certified

economic developer (Ec.D.) and a member of the Eco-

nomic Developers Association of Canada (EDA'C) and the Economic Developers

Council of Ontario (EDCO).

54 1998 ECONOMIC & TECHNOLOGY DEVELOPMENT JOURNAL OF CANADA

policies and programs have very little
or no direct involvement at the local or
municipal level.

Local communities and, in particu-
lar, economic. development officers in
particular have a direct interest in cre-
ating their own (bottom-up approach)
strategies for attracting and assisting
new business immigrants. The current
federal policies do not meet the needs
of either new business immigrants or
local communities.

A successful local strategic eco-
nomic plan that targets new business
immigrants, both entrepreneurs and in-
vestors, will create new opportunities
to generate wealth (job creation, capi-
tal investment, entrepreneurial pool) in
the community that might otherwise be
untapped or not fully developed.

As a stronger emphasis is placed on
new immigrants who are highly edu-
cated, trained, experienced, en-
trepreneurial, and who have substantial
net worth; the opportunity and chal-
lenge will be for local communities and
Economic Development Officers



Lynton (Red) Wilson

The Honourable Sergio Marchi,
Minister for International Trade, is
pleased to announce the appointment of
Mr. - Lynton (Red) Wilson, a prominent
Canadian business leader, as Chair of
the Team Canada Inc Advisory Board.

An Officer of the Order of Canada,
Mr. Wilson is the author of the 1994
International  Business Development
Report,  which  recommended  the
reinforcement. of linkages = between
“Canadian trade development and trade
policy.

The  former . President, CEO and
Chairman of the Board of Redpath
Industries - Limited, ~Red Wilson's
illustrious ~career spans three decades.
‘Joining BCE Inc. in 1990, Mr. Wilson
has held the title of Chairman of
the Board and CEO of BCE Inc. since
May 1996.

The 20-member Team Canada Inc
Advisory Beard will provide advice on
trade policy and market access questions
as well as issues related fo trade and
investment promotion. The Board will
also guide the evolution and imple-
mentation of international - business
development programs and services for
Canadian exporters.

Ultimately, the Team - Canada
Advisory Board will enhance existing

services ‘in -Canada's - trade promotion .

network. The Board will meet at- least
“twice annually; the first meeting is
expected 10-be held carly in 1998.
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Team Canada Inc - Equipe Canada inc

The Team Canada partnership concept has operated successfully
for several years. Building on this success, the federal government
has initiated Team Canada Inc to enhance international business

development services to exporters from coast to coast.

Announced during the 1997 Annual Meeting of the Alliance of
Manufacturers & Exporters Canada, Team Canada Inc includes three
core federal departments: Agriculture and Agrifood Canada, the
Department of Foreign Affairs and International Trade and Indusiry
Canada. Eventually it will involve other infernational business
development stakeholders such as provincial and other federal
government departments, municipalities and business associations.

The initiative builds on the Team Canada concept in a number of ways:

e by engaging the private sector through the Team Canada Inc
Advisory Board;

* by increasing by 30 per cent the number of frade commissioners
working in foreign markets;

* by establishing a new unit at the Department of Foreign Affairs
and International Trade to focus on the export needs of small and
medium-sized enterprises;

e by providing quick and easy access to all Team Canada Inc trade
services through a wideranging export information Web site
(hitp:/ /exportsource.gc.ca) and a tolHree telephone number
(1-888-811-1119) that connects callers to business service centres
across the country;

* by strengthening management and co-ordination of federal trade
promotion activities across government departments; and

* by expanding networks and forging new partnerships with the
provinces and the private sector.

The Team Canada Inc initiative demonstrates the close partnership
between government and the private sector to help Canadian
companies succeed in the infernational marketplace.

Bl

Canadi



(EDOs) to develop strategies that com-
pliment Federal/Provincial mandates
in order to cater to the needs of the new
business immigrants.
Entrepreneurship plays a key role in
establishing and expanding new and
existing business ventures within a lo-
cal community. Local economic devel-
opment activities need to be broadened
to include entrepreneurial support pro-
grams that cater to new business immi-
grants.
Unlike many domestic entrepreneurs
entering a business venture for the first
.time¢, new  business immigrants into
. .Canada have been pre-qualified by im-
migration officialg, and bring with
them a wealth of knowledge, talent and
proven business experience. However,
these new business immigrant entre-
preneurs also face a number of chal-
lenges, and thereforépeed_~ to be better
informed and prepared for the Cana-
dian business culture. S
Under the “business entrepreneur”
category, minimum criteria .must:.be
met in order to qualify as a Canadian
business immigrant:
* Entrepreneurs (in Ontario) must
demonstrate their ability to establish
a business based on previous busi-
ness ownership or management;

COMMUNITY DEVELOPMENT

* take an active role in the manage-
ment of the business in which they
invest; ’

* create/maintain a minimum of one
job for a Canadian resident;

‘e demonstrate significant economic

benefit (to Ontario), no specific

minimum amount required; and
* the business venture should be

started within two years of arrival.

In addition, new business immigrant
entrepreneurs should possess strong
language skills (English
French) and the ability to integrate into
the Canadian business community and
rapidly changing labour market.

The role of the EDO in developing a
local framework.for new business im-
migrants has yet to be defined and de-
veloped. The literature, (Razin, 1993,
Pyong, 1993, Waldinger, McEvoy,
Aldrich, 1990, Light, Bhachu, 1993)
identifies the importance of local so-
cial, cultural, institutional and eco-
nomic infrastructure to develop formal
and informal networks and partner-
ships which are critical to successful
ethnic entrepreneurship.

Economic Impacts

Currently, Asian countries account for

IONTARIO ENTREPRENEURIAL BUSINESS IMMIGRATION

Total Job Creation, 1993-97
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and/or
~lion. During this same time period

four out of five top sources of landed
business immigrants into Canada. The
top three source countries for landed
business immigrant entrepreneurs’ to
Canada between 1992-94 were Hong
Kong 43 percent, Taiwan 9.4 percent,
and South Korea at 8.8 percent.
According to 1992-94 program sta- |
tistics from the Canadian Business Im-
migration Branch, the Immigrant
Entrepreneur Program alone attracted
4,265 entrepreneurs whose invest-
ments were estimated at $582.4 mil-

there were an estimated 14,512 full-
time and 5,154 part-time jobs created
by those businesses throughout Can-
ada. The provinces of British Colum-
bia, Ontario and Quebec accounted
close to 90 percent of the total invest-
ment dollars. In Ontario alone during
the period 1993-97, there were an esti-
mated 7,000 new full and part-time
jobs created with close to $330 million
dollars of new investment.

Local Implications

Ethnic or immigrant entrepreneurs
tend to behave differently than indige-
nous entrepreneurs for a variety of so-
cial, cultural and economic -reasons.
Consequently, they depend upon eth-
nic enclaves and information networks
to get their start.

Initially, immigrant entrepreneurs
face difficulties in accessing and un-
derstanding: information, capital,
training and skills, labour and compe-
tition. This is further complicated by
language barriers and the need to sat-
isfy terms and conditions established
by the Federal Immigration Program
within a two year period.

Through the use of informal and for-
mal networks, many of the impedi-
ments for the establishment of new
business ventures are minimized. In
their paper, Boissevan, et al, Blaschke,
Grotenburg, Joseph, Light, Sway,
Waldinger, and Werbner (1990) de-
scribe business strategies that immi-
grant entrepreneurs utilize effectively.
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| ONTARIO ENTREPRENEURIAL BUSINESS IMMIGRATION
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The ability of an ethnic community to
provide an effective range of services
and information deemed essential to
the success of a business venture de-
pends, in part, on the size of the com-
munity (population) and the length of
time it has been established. Prior to
starting any business, immigrant entre-
preneurs need to do their own market
research. This entails obtaining vital
information on real estate availability,
zoning regulations, suppliers, pricing,
products, market trends, financial mat-
ters, legal advice and labour needs to
mention a few. Large networks with a
range of assorted linkages are an essen-
tial part of the assets for successful
entrepreneurs, who spend considerable
time building their networks. Alumni
associations, churches, business asso-
ciations and local ethnic newspapers
are examples of networks that, in the
case of Koreans in Los Angeles, are
developed and utilized to collect, ex-
change, and disseminate information
on business conditions and techniques.
Kinship and friendship within ethnic
groups create supporting linkages that
lead to confidence, trust and reliable
information. The need to develop both
networks and networking skills is pre-
sented as a prerequisite to acquiring

resources (Carvalho and Smith, 1992).

Immigrant entrepreneurship pre-
sents unique opportunities for local
economic development offices to re-
spond to a growing area of new invest-
ment (jobs and capital) for a
community. Traditional economic ef-
forts centering around the ‘firm’ have
expanded to include entrepreneurship
(ethnic and domestic ) as a new man-
date of economic development within
communities.

Some of the greatest barriers that
face new business immigrants once
they enter Canada is the actual smooth
integration into local communities and
business environment. Local strategic
planning can assist in the process of
integration by developing action plans
that are of value to both the business
immigrant (entrepreneur and investor),
and meet overall community goals and
objectives. Current federal policies
only provide the necessary legal frame-
work to enter Canada. Individual pro-
vincial business programs such as
those offered in Ontario, offer limited
value in certain areas for new business
immigrants. The greatest potential for
value-added business relationships and
subsequent direct economic benefits
takes place at the local level. It is at the
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local level that business immigrants
feel they have control of their business
ventures. Local communities can also
effectively establish closer, and more
direct ties with business immigrants.
There are a number of elements that
immigrant entrepreneurs will look for
from a local community. The EDO can
play a very instrumental role in identi-
fying and prioritizing available local
resources on behalf of immigrant en-
trepreneurs. The first and most impor-
tant task of the EDO is to gain the trust
of the immigrant entrepreneur and
build a long-term business relation-
ship. Business immigrants will look to-
wards the EDO as a person they can
contact for up-to-date, accurate and re-

liable local information and business

contacts.

Through the exercise of identifying
local strengths, weaknesses, opportu-
nities and threats, local economic de-
velopment offices can begin the
process of targeting various ethnic en-
trepreneurs abroad and within their
community. This would entail some in-
itial detailed research into the existing
ethnic population base as well as the
leveraging of existing social-cultural
networks. EDO’s can play a vital role
in developing strategic plans that
proactively target the limited and com-
petitive pool of global immigrant en-
trepreneurs into the local community.
Communities that recognize en-
trepreneurship (including ethnic en-
trepreneurship) and develop strategies
to capture and foster its presence, will
possess a distinctive and competitive
advantage over other regions and lo-
calities.

Immigrant Entrepreneurship

Immigrant entrepreneurs who enter
Canada for the first time have been
pre-qualified and bring with them fi-
nancial resources, entrepreneurial
skills and proven business experience
from their place of origin. Immigrant
entrepreneurs, once in Canada, are in-
itially preoccupied with a number of
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personal, business and family con- Canada with a sound understanding of
cerns. The family concern on the one  developing a life-long commitment to
hand involves finding appropriate Ilearning, and they also possess the gen-
housing, schooling for children, and eral principles of entrepreneurship.
familiarizing themselves with various  Ethnic entrepreneurs also arrive in
community resources. From a business Canada with proven management
perspective ethnic immigrant entrepre-  and/or ownership experience from a
neurs begin to feel the pressure of iden-  prior business venture from their place
tifying appropriate business  of origin. The initial major obstacle
opportunities in order to satisfy the they must overcome is their lack of
terms and conditions of immigration.  practical Canadian business experi-
Immigrant entrepreneurs are eager to  ence. They must be able to build net-
learn and absorb as much information  working skills and have immediate
as possible, in order to move forward access and an understanding of local
and make rational business investment  social, cultural and economic re-
decisions. A considerable amount of  sources.
time and resources can be saved by
developing and coordinating a local
framework that caters to the specific ~EDO As A Facilitator
needs of these entrepreneurs. A local The Economic Development Officer
framework will invite and encourage  plays a central and pivotal role in iden-
immigrant entrepreneurs to fully par- tifying and fostering immigrant en-
ticipate in the local economic efforts of  trepreneurship at the community level.
the community. The EDO must be able to recognize and
Immigrant entrepreneurs arrive in  act upon the changing social, cultural

and economic landscape that immi-
grant entrepreneurship is creating. A
failure to do so, results in opportunities
lost, friction between existing business
owners and newcomers, and the mis-
allocation of limited resources.

A local framework for immigrant en-
trepreneurship requires EDO’s to fully
comprehend the scale and nature of the
various ethnic entrepreneurs within
their own community.

Strategic economic planning can as-
sist the local ethnic community by in-
cluding them in the process of
economic development. It is through
the process of strategic planning that
ethnic entrepreneurship can obtain for-
mal recognition, effective strategies,
allocation of resources, and local sup-
port for entrepreneurship in general
can be embraced.

In order to initiate this process,
EDO’s require up-to-date and accurate
local information on demographics
(ethnic  origin), business estab-
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lishments and investment patterns,
identification of informal and formal
networks (ie. churches, cultural cen-
tres, schools, associations, -newspa-
pers, ethnic business owners, etc.), and
identify any on-going community par-
ticipation by ethnic groups. The EDO
should obtain, on a regular basis, sta-
tistics monitoring immigration trends
from both the federal and provincial
governments for their local area.

By proactively identifying and meet-
ing with ethnic community leaders and
various local associations, the EDO
can create focus group discussions to
further assess the needs of immigrant
entrepreneurs.

The main challenge for the EDO is
to gain the trust and respect from im-
migrant entrepreneurs, and build busi-
ness relationships especially from
within their informal networks. This
will allow immigrant entrepreneurs to
make larger contributions to the proc-
ess of local economic development.
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The local framework for ethnic en-
trepreneurship should include unique
support programs that can be devel-
oped in partnership with informal and
formal ethnic networks.

This framework should include:

1. A voluntary or mandatory one-
week  business immigrant pro-
gram/course which is endorsed by
federal and/or provincial agencies. The
program can be offered by local com-
munities and tailored to local eco-
nomic conditions. The program should
reflect the needs of immigrant entre-
preneurs identified through the process
of strategic economic planning;

2. A survey and focus group meet-
ings with local ethnic entrepreneurs to
determine types of business services
required;

3. Create partnerships with commu-
nity-based networks (informal and for-
mal) to include business advisory

groups; and

4. Incorporate ethnic entrepreneur-
ship in programs, services and market-
ing efforts carried out by local
economic development offices.

The following chart represents a ‘ge-
neric immigrant’ business program
that can be modified to suit local needs.
In partnership with local ethnic busi-
ness associations, banks, private and
public sector agencies and businesses,
the EDO can establish a framework for
immigrant entrepreneurial develop-
ment.

In order for any business program to
succeed, a number of key principles
must be included:

1. Select experienced and knowl-
edgeable instructors who can converse
in both Korean (or segment involved)
and English preferably;

2. Identify appropriate case studies
of business examples;
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3. Present a detailed list of local
business opportunities covering a
number of business sectors;

4. Ensure support for the program
by immigrant entrepreneurs and the
community at large;

5. Make programs flexible, and tai-
lored to specific ethnic needs (might
include translation of publications and
speaking materials); and

6. Create a local monitoring system
of the program and business invest-
ments undertaken.

The EDO must play a strong role in
facilitating the establishment of the
business program as well as its contin-
ued success. There are several advan-
tages for a local economic
development program to conduct eth-
nic seminars, programs and initiatives.

First, it establishes strong linkages
with immigrant entrepreneurs and it
also focuses their attention on your
community.

Second, an ongoing relationship
with immigrant entrepreneurs will al-
low for a smoother integration into the
Canadian business culture.

COMMUNITY DEVELOPMENT

Third, it permits EDO’s to develop
and implement unique entrepreneur
programs that meet the needs of the
broader business community and effec-
tively utilize the skills that immigrant
entrepreneurs have to offer.

Conclusions

The Federal Business Immigration
Program has been highly successful in
attracting 1immigrant entrepreneurs
into Canada. However, municipalities
in general have not focused their ef-
forts to-date on immigrant en-
trepreneurship to any significant
amount. It is at the local or municipal
level that the value-added services can
be established and provided to immi-
grant entrepreneurs.

Local economic development efforts
that design and implement immigrant
entrepreneurship strategies will be able
to establish a distinct competitive ad-
vantage over most other communities;
while at the same time strengthening
the local economic base.

EDOs can play a central role in fos-

tering local immigrant entrepreneur-
ship through the process of strategic
economic planning and the develop-
ment of immigrant entrepreneurship
programs. m
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| NORTH YORK BUSINESS PROGRAM FOR KOREAN IMMIGRANT ENTREPRENEURS

In Cooperation with the North York Economic Development Centre & The Korean Exchange Bank

PROGRAM OUTLINE
Date Monday Tuesday Wednesday Thursday Friday
9:00 am Registration Taxation Import/Export Information Site visit to
i Technology 3 businesses
9:30 am Opening remarks
VIPs \ 1. Manufacturing
10:00 - Doing Business iA Business Start-up Business Plans Revenue Canada Operation
11:00 am|  Ontario GST & PST 2. Wholesale
Distribution
11:00 - Doing Business in Financing Marketing Plans 3. Retail
12:00 pm| North York
12:00 - WORKING WORKING WORKING WORKING WORKING
1:00 pm LUNCH LUNCH LUNCH LUNCH LUNCH
1:00 - Business Opportunites| Government Developing Labour laws & Graduation
2:00 pm |- Case Studies Regulations Business Human Resource Ceremonies
1. Korean Networks Management and Networking
2:00 - Entrepreneur -
. Incentive
3:00 pm [2. Canadian Programs
Entrepreneur
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COMMUNITY DEVELOPMENT

Individual Sovereignty & New Models of
Community Development

BY I?rock Dickinson

The international political economy has undergone significant and far-reaching change

within the last decade. The collapse of international communism, the rise of ethnic and nationalist

tensions and the advent of the Information Age are but three obvious examples of a fundamental shift

in global reality. The fullest implications of this rapid change have, in large part, passed unnoticed by

governments and economic planners at
all levels of the traditional power struc-
ture.

Careful analysis of emerging trends
and patterns in the global political
economy reveals far-reaching and po-
tentially threatening change in the very
near future, change to which current
decision-making structures appear
largely oblivious. However, in the ab-
sence (and potential collapse) of cen-
tralized response to the emerging
economy and global situation, there are
avenues for effective response at the
community level. Many of the most
important and effective strategies for

dealing with the new economic reality
that awaits us in the 21st century will
be coordinated at the local level. In-
deed, the greatest hope for strong and
revitalized economic structures may
lie with jurisdictions small enough and
forward-looking enough to implement
significant change and adopt new mod-
els of economic development.
Although much has been written
about the end of the Industrial Age and
the beginning of the Information Age,
few have taken the time to analyze the
political and economic repercussions
of this change. Fewer still have had the
insight to examine these issues against

| — BROCK H. DICKINSON is the Executive Director of the |
‘ Western Valley Development Authority, covering seven
municipalities in southwest Nova Scotia: He spent six
years with the United Nations, working with businesses
and governments on five continents. A noted speaker

and essayist, he continues to travel widely.

a global backdrop that includes the
growth of multinational corporations,
the rise of ethnic, nationalist and relig-
ious tensions, the declining authority
of national governments and, in some
cases, the collapse of the nation-state
itself.

In the February 1994 issue of The
Atlantic Monthly, journalist Robert
Kaplan published an article called “The
Coming Anarchy,” and touched off a
firestorm of international debate that
has yet to subside. Kaplan argues that
we are entering a dangerous new era in
which traditional nation-states will
break up under increased pressures
from environmental and social disas-
ters, endless waves of refugees, and
rapidly-spreading disease. Innumer-
able small wars will erupt over scarce
natural resources, including oil and
water, until the line between active
warfare, organized crime-and private
armies is completely blurred. Already,
one can see Kaplan’s world in the for-
mer Yugoslavia, Rwanda, Burundi,
Zaire, Liberia and several other coun-
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tries. The end of the Cold War and the
collapse of communism, in Kaplan’s
view, have not so much heralded the
triumph of democracy as they have the
rebirth of history’s most virulent and
violent excesses.

Kaplan has imagined a world in
which national governments are in-
creasingly irrelevant, and where real
power lies in local authorities and
structures, for better or worse. Even in
the relatively stable regions of Western
Europe and North America, Kaplan
sees the potential for trouble. Umberto
Bossi, head of northern Italy’s separa-
tist Northern League suggests that “the
original sin of the Italian state is cen-
tralism,” and continued ethnic tensions
in regions like Northern Ireland, Bel-
gium, Basque and Catalonian Spain,
Corsican France and Quebec suggest
that he is not alone in his views.

Although Kaplan does not predict
the same intensity of collapse for the
West that may occur in Africa or Asia,
he follows theorists like Joel Garreau
(The Nine Nations of North America)
and Darrell Delamaide (The New Su-
per-regions of Europe) in suggesting
that future economic and political
power will rest not with national gov-
ernments, but with smaller regions of
shared interests.

Control of Taxation

Scarcely had the debate begun on
Kaplan’s work when in waded the con-
troversial team of James Dale-David-
son and Lord William Rees-Mogg, two
classically liberal economists whose
. 1997 book The Sovereign Individual
predicted the collapse of the nation
state as a direct result of the interface
between taxation and the cyber-econ-
omy. As they write in the book, indi-
viduals and companies will
increasingly be able to place their fi-
nancial resources or liquid assets “in a
cyberaccount in a cyberbank that is
domiciled simultaneously in New-
foundland, the Cayman Islands, Uru-
guay, Argentina, and Liechtenstein. If
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any of the jurisdictions attempt to with-
draw operating authority or seize the
assets of depositors, the assets will
automatically be transferred to another
jurisdiction at the speed of light.”

In practical terms, this will ulti-
mately mean that the ability of individ-
ual governments to control the flow of
money — including control through
taxation — will be eliminated. Without
taxation, the traditional nation-state
collapses. No less conservative an
authority than the British news weekly,
The Economist, has recently com-
mented on the situation in an editorial
entitled “The Disappearing Taxpayer.”
In its May 31, 1997 issue, the publica-
tion suggests that “in the coming dec-
ades electronic commerce — combined
with the growing ease with which firms
can shift their operations from one part
of the world to another — will make it
even easier for people to flee countries
where taxes are too high, or to evade
taxation altogether by doing their busi-
ness in cyberspace.”

The first cracks in the facade of na-
tional taxation structures are now
emerging in Europe. In Germany and
France in particular, tax policy has be-
come a major economic issue, and fail-
ure to reform and reduce taxation
levels is harming the ability of compa-
nies based in these countries to com-
pete internationally. Aggressive tax
reform, including reductions in corpo-
rate tax rates, appears to be the only
successful avenue from a long-term de-
velopment perspective, particularly in
the context of companies that have the
ability to move to other jurisdictions.
Maintaining high taxation rates (which
range between 40 and 65 percent in the
European Community) will effectively
chase business and investment to other
jurisdictions. Lowering the tax rates
means continued government downsiz-
ing and waning government influence.

Factors of Decline

These twin visions of national decline
are reinforced by a growing awareness
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of the mobility of labour and knowl-
edge. “By definition,” suggests social
theorist Peter Drucker, “a knowledge -
society is a society of mobility. Knowl-
edge knows no boundaries.” This mo-
bility clearly decreases the importance
of the traditional nation-state structure.

There is a segment of the intellectual
community that is voicing a concern
about the probable decline (and possi-
ble elimination) of the nation-state.
Clearly, there is significant evidence
that this process is already under way.

Within the last decade, Czechoslo-
vakia has become two countries, as has
Ethiopia. The Soviet Union has be-
come fifteen. Other national structures,
from Canada to Cambodia, are show-
ing signs of stress.

In other instances, including the
situation in much of West Africa, na-
tional governments may remain in
name, but not in effective reality. Even
where national structures remain
strong, the ability of those structures to
sustain themselves in the face of dwin-
dling tax revenues is clearly problem-
atic.

If the process of national disintegra-
tion, to whatever degree, is underway,
it is important that strategies for deal-
ing with this collapse be identified.

Globalization

In an increasingly networked interna-

tional society, and within the context
of globalization, no particular nation or
region will be fully shielded from the
impact of the fundamental change un-
derway.

Although Canada or Nova Scotia
seem far removed from the collapse of
national government in Somalia or the
flight of personal wealth from the
United States, we cannot be completely
shielded from these phenomenon. In-
creasingly, what happens in Addis
Ababa happens in Ottawa, and what
happens in Harare happens in Halifax.

Having come to terms with this real-
ity, what strategies can be applied in
individual regions in the future, and



how does one ensure sustainable eco-
nomic growth and prosperity in an in-
creasingly  anarchic world? In
particular, how does one accomplish
this in an environment where national
and provincial governments are in-
creasingly irrelevant to daily life, and
increasingly unable to deliver appro-
priate financial or logistical support
for economic development activity?

First and foremost, it is important
not to panic. The advent of the Infor-
mation Age offers economic opportu-
nity unparalleled in recent history.
Although there clearly will be losers
in the global economic game, there will
also be countless winners.

Second, it is important that the
decline of the nation state be viewed
not as a “good” or “bad” process, but
merely as the prevailing condition. Al-
though the decline of the nation-state
brings with it economic uncertainty
and obvious security concerns, in a
global economy it also offers opportu-
nities for dynamic new partnerships,
relationships and models of economic
cooperation.

It is important to realize that this
process has already been under way for
some time. It is increasingly recog-
nized that although nations make ideal
units for reporting statistics, economic
activity today has very little to do with
nations, provinces, states or other tra-
ditional political zones.

Regional Economies

In the May 1994 issue of Policy Op-
tions, for example, Pamela Blais points
out that “increasing economic integra-
tion has brought about a marked redis-
tribution of economic activities among
the supranational, national and local
levels. The national level is clearly giv-
ing way, as sub-national entities take
on new roles.”

Looking back to traditional city-re-
gion structures like the Hanseatic
League, Darrell Delamaide, in The
New Superregions of Europe, has sug-
gested that “as economic development

COMMUNITY DEVELOPMENT

continues and the nation-state recedes,
the cities are ready to re-emerge as
major players and to re-establish their
own networks.”

Even the Ontario-based consulting
firm Suthey, Holler & Associates has
stated that the “heartbeat of economic
competition is at the level of the City,
not the Province/State and not the Na-
tion.”

Although the language here betrays
a distinct urban bias, what is being de-
scribed is really the phenomenon of
regionalism economies, whether urban
or rural. In point of fact, cities in and
of themselves are often not effective
economic actors.

Joel Garreau showed in 1991 that the
majority of economic growth in the
United States was not taking place in
traditional cities, but in what he termed
“edge cities,” often places that most
people had never heard of. By 1993, 19
of the 25 fastest growing communities
in the U.S. were “edge cities” — places
like Walnut Creek, Rancho Cu-
camonga and Westport Plaza. Their
success had less to do with urbaniza-
tion than it had to do with the aggres-
sive pursuit of economic objectives by
a regional structure.

Rural Regions

In the politics of the 21st century, ur-
ban concentrations may begin to face
disadvantages as compared to more ru-
ral regions, including a lack of access
to food, water, energy resources and
increased exposure to crime and vio-
lence.

Davidson and Lord Rees-Mogg also
suggest some structural advantages to
rural communities, arguing the histori-
cal case that in times of political
change “the rural population is no
longer called upon to support the
crushing burden of bureaucracy” that
characterizes many urban centres.

Be that as it may, the fundamental
shift from traditional political struc-
tures and zones to much smaller re-
gions has gone largely unnoticed by

policy makers. Peter Drucker notes
that “our social and political theories
still assume that there are no power
centres except government.”

As-Pamela Blais put it, “This impor-
tant fact is little recognized in Canada,
either in our approach to economic de-
velopment or in the way we manage
city-regions.” For example, while
some provincial governments have
taken the initial step of establishing
bodies to promote regional develop-
ment or community economic develop-
ment, all authority, finances,
policy-making ability and decision-
making mechanisms remain within the
traditional power structure.

Others are far more pointed than
Blais in their assertions. Floyd Dyke-
man suggests that “the many question-
able policies of (Canadian) rural
development failed to be suffi-
ciently sensitive to a rural perspective,
exhibited an urban bias, failed to in-
volve local residents, involved a cen-
tralized decision-making system,
failed to integrate economic, social,
and physical development objectives
and policies, and failed to achieve gov-
ernmental  coordination.”  David
Douglas is even more blunt. “The er-
ratic entry and exit of the federal gov-
ernment in rural economic develop-
ment through regional and sectoral in-
itiatives has proven a very mixed bless-
ing for rural Canada.”

This should not come as a surprise.
Faced with massive political change,
traditional structures will invariably
attempt to maintain the status quo. The
lesson of history, of course, is that suc-
cessful new structures will be effective
because they are able to overcome the
obstacle of traditional power struc-
tures, rather than be controlled by
them.

Defining A Region

The challenge for those pursuing re-
gional development initiatives is to
learn from the success stories that exist
and adapt their models for our own use.
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Clearly, their is no simple recipe for
doing this, but there are some obvious
guideposts on the road.

First and foremost, it is important to
identify the region. In what area does
one wish to pursue economic develop-
ment? How is that area defined?

Although this seems like a simple
question, it is a deeply problematic one
at its root. If one accepts that tradi-
tional government structures are in de-
cline, then traditional notions of
country, province or even citizenship
mean little from an economic perspec-
tive.

Regions also should not be defined
by traditional borders, which have pre-
cious little to do with reality. Although
the concept of borders as economic
barriers is not new, their role as barri-
ers to economic development is be-
coming more obvious, even on issues
unrelated to trade.

In rural Nova Scotia, for example,
there exists a world-famous sewage
treatment plant in the community of
Bear River. The plant uses an innova-
tive passive solar aquatic technology,
and has become a model of appropriate
and sustainable technology. Bear River
itself, however, is a community that
straddles the line between Digby and
Annapolis counties. Because the plant
is on the Annapolis County side of the
community, Digby County homes
(their sewage being administered by a
different government) are not hooked
up to the innovative system. As a re-
sult, the treatment plant suffers
through the absence of an economy of
scale; the sewage input is insufficient
to operate the plant at peak capacity.
As a result, further development of the
plant, both as a treatment facility and
as a technology for export, is at risk.

Of more help in defining the region
is the “ecoregional” or “bioregional”
approach discussed in the works of po-
litical geographer Bruce Byers. Kaplan
is particularly supportive of this ap-
proach, which sees a region defined by
its environmental, geologic and cli-
matic boundaries. This approach may
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be further strengthened by a regional
identity that takes note of routes of
activity. Does a particular waterway or
transportation route tie a region to-
gether? Does a particular industry like
fishing or farming create a regional co-
hesion? Often these approaches are in
direct contrast to traditional zones of
demarcation. In the past, national
structures often used rivers or moun-
tain peaks as borders, neatly cutting up
both bioregions and routes of activity.

Regional Capabilities

Having defined the region, the second
step in promoting regional develop-
ment in the new century is to identify
and build the tools needed to compete
in the Information Age. To launch the
economic development process, it is
important to look realistically and
critically at a region’s capabilities and
assets, and concentrate upon those,
rather than wasting time and resources
in the pursuit of goals that are at best
elusive and at worst unattainable.
There are several important tools to
have in place.

Chief among these is a modern com-
munications infrastructure. In 1946, a
three-minute phone call between Lon-
don and New York cost US$650. To-
day, that same call costs 91 cents. A
failure to keep up with communica-
tions technology completely elimi-
nates these kinds of cost savings, and
erodes the ability of both regions and
individual businesses to compete. As
the Information Age unfolds, commu-
nications infrastructure will increas-
ingly distinguish “have” and “have
not” regions.

Although governments and busi-
nesses are quick to acknowledge the
importance of state-of-the-art telecom-
munications infrastructure, this often
does not translate directly into action.
Perhaps more significantly, it does not
translate into appropriate planning or
strategy building.

For example, with the growth in ca-
pacity of fibre optic cables and satel-
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lites, and the emergence of digital com-
pression technologies, there is no rea-
son in the current marketplace for long
distance telephone calls to cost more
than local calls. The Economist sug-
gests that “In the future, the guiding
principle should surely be that it would
cost the same to connect a call to the
national fixed network whether it came
from the other side of the world or from
a local yuppie on a mobile.”

Although higher fee long distance
remains the norm in most jurisdictions,
a few are moving aggressively to re-
duce these fees. In effect, the jurisdic-
tions that take advantage of technology
to reduce their long distance rates will
rapidly become more attractive to
many investors and corporations. Once
again, those who lag behind and fail to
make full use of these technologies
will find themselves in costly and un-
competitive positions that have a nega-
tive impact on economic potential. It
cannot be stressed enough that compe-
tition in the knowledge-based Informa-
tion Age will rely fundamentally. on
access to cutting edge, knowledge-
based Information Age tools.

Local Ingenuity

Another necessary tool for develop-
ment is ingenuity. Tad Homer-Dixon
has argued that “we should focus on the
supply of human ingenuity in response
to increasing resource scarcity rather
than on strict limits.”

Essentially, the line of argument is
that in a period of declining resources
(natural, human, financial, etc.), re-
gions “depending on their social, eco-
nomic, political and cultural
characteristics, will respond to scarcity
in different ways and with varying
amounts and kinds of ingenuity.”
Those regions that are more able to
mobilize local ingenuity will therefore
be better able to compete and survive
in the new economy.

So far, much of this is common
sense. However, having defined the re-
gion and built some basic tools, there
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is a wide variety of potential courses of
action. Some will lead to increased
economic development, while others
inevitably lead to economic stagnation
and decline. Unfortunately, the policy
directions of fading national and pro-
vincial government structures are all
too often the latter.

For example, many governments
have unfurled the banner of import
substitution, arguing that self-suffi-
ciency in products like clothes pegs
and tree fruit will create local jobs,
recirculate local money and enhance
self-reliance. However, in an increas-
ingly global economy, economic
growth does not stem from the practice
of circling the wagons and preaching
isolation. Real economic growth is
much more easily attainable through
focus on the export sector. In a global
economy, where dollars and products
have no barriers, the most effective
strategy is not found in self-suffi-
ciency, but in making others dependent
on the resources, products and services
of your region. The contrasting exam-
ples of Asian and Latin American
growth over the last 40 years provide
ample proof of this approach.

Paul Kennedy has argued that begin-
ning in the early 1960s, “many Latin
American government pursued a pol-
icy of import substitution, creating
their own steel, cement, paper, automo-

COMMUNITY DEVELOPMENT

biles, and electronics goods industries,
which were given protective tariffs,
government subsidies, and tax breaks
to insulate them from international
competition. As a result, their products
became less attractive abroad.”

In contrast, he suggests that the
Asian economies set out to “create a
strong base from which to mount an
export offensive, not to establish an
economic bastion within which their
industries would be content to remain.”
The negative effects of the import re-
placement strategy are made clear by a
close examination of several Latin
American and Caribbean nations’
changing Gross Domestic Product
(GDP).

In contrast, the explosive growth of
the Asian economies, largely due to
export strength, clearly stands out.
From a similar starting point in 1960,
for example, the GDP of South Korea
has risen to US$5,000 per capita, while
in Singapore it has reached US$9,070
per capita, showing steady upward
growth,

Incentives and Subsidies

Another obvious “don’t” that many
governments are pursuing involves the
offer of incentives and subsidies to
businesses in an effort to induce relo-
cation, or to attract new branch plant

|GROSS DOMESTIC PRODUCT

Per Capita by Country, 1960-88 (US$)

Country 1960 . 1970 1980 1988
Argentina 2,384 3,075 3,359 2,862
Bolivia 634 818 983 724
El Salvador 832 1,032 1,125 995
Guyana 1,008 1,111 1,215 995
Haiti 331 292 386 319
Jamaica 1,610 2,364 1,880 1,843
Nicaragua 1,055 1,495 1,147 819
Peru 1,233 1,554 1,716 1,503

SOURCE f P. Kennedy, "Preparing for the Twenty-First Century" (New York, 1993)
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operations. In the United States, for
example, the rush by competing juris-
dictions to offer sizable incentives has
come to be known as “The New War
Between the States.” In the rush to of-
fer multi-million dollar incentive pack-
ages, jurisdictions end up eroding the
tax base, cutting other programs in-
cluding social expenditures, and trans-
ferring an excessive tax burden onto
individuals. As a result, these incentive
programs are counter-productive and
ultimately self-defeating. “Ironically,”
Epstein, Crotty and Kelly suggest,
“past studies have shown that tax in-
centives have generally been either in-
effective or relatively unimportant in
determining the location decisions of
firms.”

The ultimate effect of this jurisdic-
tional competition is what economists
call a “race to the bottom” that pro-
duces little gain in the way of employ-
ment, lower corporate tax revenues,
fewer public services and higher in-
come taxes. The Economist has argued
that “America’s corporate taxes have
withered to insignificance” as a result
of this process.

On a more specific footing, eco-
nomic growth in the next century will
increasingly rely on the establishment
of cooperative approaches to develop-
ment. Regions must create alliances
outside of national or provincial struc-
tures in an effort to build the most ef-
ficient and well-positioned program
for growth. In Europe, this approach
has given rise to regional alliances like
the Club Eurometropole. In essence,
individual regions must partner with
like-minded interests in other regions
to take advantage of new opportunities.

This is directly linked to the prac-
tices of using industrial clusters to at-
tract new opportunities. In recent
years, Moncton, New Brunswick has
become something of a hub for tele-
phone call centres. Ottawa has become
a centre of information technology.
Calgary is home to the oil and gas sec-
tor. The presence of many companies
in these sectors in an individual loca-



tion makes these communities more at-
tractive to companies within those in-
dustries.

In the future, however, the emer-
gence of the cyber-economy will make
geography less of an issue. Companies
will be able to operate virtually from
any location on the globe. Effective
clustering tactics for those seeking
economic development in the next cen-
tury will thus focus on the creation of
virtual clusters. What regional and in-
dustrial alliances can be established,
and information technology systems
put in place, that will allow an individ-
ual region to attract new opportunities
in partnership with other regions? Over
time, coalitions of interests will come
to replace specific geographic clusters
in importance and effectiveness.

The Education Factor

Of extreme-.importance in the new
global economy is the matter of educa-
tion. In examining the assets of suc-
cessful economies in the next century,
Kennedy argues that “first, and per-
haps most important, is the emphasis
upon education.”

Drucker takes the argument a step
further. He suggests that “how well an
individual, an organization, an indus-
try, a country, does in acquiring and
applying knowledge will become the
key competitive factor.”

On a slightly different front, the ul-
timate source of wealth and financial
resources will become increasingly im-
portant. A heavy reliance on govern-
ment funds, transfer payments or
foreign aid will have a hugely negative
economic impact. Simply put, these
funds are not likely to be available in
the next century. True economic
growth will develop from within com-
munities, when ingenuity and produc-
tivity are combined to create products,
services and goods needed elsewhere.
As Kaplan puts it, “Wealth, ultimately,
cannot be donated or transferred as part
of an aid budget, or even discovered
under the earth like oil. To be sustain-
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able, wealth has to be self-created.”

Finally, it is important to note thatin
the coming century, rural economies
may have tremendous advantages over
urban economies. For one, urban infra-
structures require far more in the way
of tax dollars to administer and main-
tain. As taxation ability decreases, so
will the ability to maintain those infra-
structures. This will be exacerbated by
the fact that government downsizing
will most adversely affect urban cen-
tres, where bureaucratic structures
tend to be housed.

In a century where we see the com-
bined impact of resource scarcity and
the increasing value of exports, those
jurisdictions producing natural re-
sources — primarily rural regions —
will exercise increased political influ-
ence and economic power. The region
that exports food or wood or minerals
thus becomes the linchpin of the eco-
nomic chain, and will be wooed by
other jurisdictions seeking access to
increasingly rare raw materials. To
take full advantage of this trend, how-
ever, regions must ensure that the re-
sources within their boundaries are
effectively controlled by local inter-
ests, and not by extra-regional bodies
Or companies.

In the end, all regions will have to
come to terms with these new political
and economic realities, and determine
whether they will dissolve into the
coming anarchy, or declare their own
individual sovereignty and thrive. m
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Theatres of Sport
and Entertainment

BY | Brian Brisbin

The 20th Century produced some of the most prolific advances in technology,

infrastructure and urban development the world has seen. Throughout this period, the industrialized

countries laid the ground work of their infrastructure — as well as the urban components, buildings

and activities that utilized it. From electricity to television, and from telephones to the Internet, this

infrastructure has become both a bene-
fit and an impediment. The entrench-
ment of this hard-wired 20th-Century
infrastructure has left the majority of
westernized countries in a state of
overload and disrepair.

Today, we have the wonderful op-
portunity of literally leap-frogging
from the 19th Century to the 21st Cen-
tury without the impediment or bag-
gage of the land-based technologies of
the present. We see this both in terms

of satellite communications, television
broadcasts, cellular phones, and wire-
less technologies for entertainment. It
also is evident in the radically new di-
rections being taken for the design of
sports and entertainment facilities,
which are no longer based in concrete
and buried copper cable.

This vision of the 21st Century, with
its harmonious integration of new tech-
nologies, charts the course we must
take.

BRIAN BRISBIN is the Partner in Charge of Design for

Brisbin Brook Beynon, Architects. He graduated with a
B.E.S. and a B.Arch from the University of Waterloo and
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Design Philosophy

Event Architecture. Sports Stadia are
not simply physical buildings which
intermittently open their eyes for a se-
lected number of games, like an inani-
mate object brought to life only
through the activity in it.

Sports is entertainment. Entertain-
ment is performed in theatres and this
can be reflected in SCI’s design con-
cepts of the Theatre of Sport & Enter-
tainment -— an all-encompassing
facility of components geared to an
audience expecting the architecture of
events to provide the drama and flexi-
bility of music concerts, flat shows,
circuses, sporting events, public rallies
and enthusiastic celebrations.

The concept of the Theatre of Sport
implies a much higher level of social
values which, simply put, means a
greater equality in mix between male
and female, and more utilized social
amenities to encourage people to come



earlier and stay later within the venue.
This also relates to the ultimate success
of the venue both in terms of the

number of activity days, as well as .

revenue streams.

Multi-functional Entertainment Capa-
bility. The venue must have a capabil-
ity of performing to the highest
standards of entertainment value for
both the sporting events, as well as the
many other activities that will be a part
of it. o

In order to do this, both seating ar-
rangement, reconfiguration, lighting,
acoustics and support activities are all
critical to create the right mix for the
right event.’ . _

SCI has developed proprietary de-
signs that allow sporting “stadiuins” to
reconfigure into amphitheatre areas —
essentially reducing their visual and
physical appearance. As a result, it is
possible to accommodate concerts
from 10,000 to 20,000 seats _in a-con-
trolled visual and acoustic manner.
This ensures the greater use of the fa-
cility, and increased opportunities for
programming.

As ‘well, the basic nature of the de-
sign itself is one that allows for, rather
than precludes, these opportunities —
unlike contemporary designs for tradi-
tional stadiums.

Design Vocabulary. The vocabulary of
materials and forms are the essence of
the physical reality of the design.
While these buildings are predomi-
nantly concrete or steel structures,
their exterior skin can break the scale
of the design down to form a series of
aggregate components, rather than one
overwhelming form. This approach de-
scribes a village of shapes and forms
that break down both the activities and
humanize the scale of the design.

The Bowl. As event architecture, the
design of the bowl is reflective of the
many activities that will occur within
it.

COMMUNITY DEVELOPMENT

It is also very much reflective of the
variety of social types that will be a
part of the audience: protocol and pri-
vate box suites, restaurant bar areas,

" premium seating, general seating and

an outdoor walk around, standing
room, gallery viewing, and concourse
use.

An example of this can be seen in the
model (below) — the main concourse,
while completing a loop of the build-

ing, ranges dramatically in experience .
from the large restaurant and bar areas

at the north end, to the completely
open-to-sky picnic areas under the
Jumbotron which look onto the field,
as well as back to the view of the park
land.

This range of opportunity in the de-
signis not only much more harmonious
with the nature of people and their abil-
ity to be spontaneous, but avoids the
homogeneity that occurs with conven-
tional seating.

The Live Studio Audience

The future of sports and entertainment
is focused on broadcast capability: the
ability to disseminate the activity to a
larger audience with the enthusiasm of
being at the live event. For this reason,
we consider the stadium audience to be
a live studio audience.

The venue itself must have the capa-
bility of being essentially a broadcast
facility.

The integration of cameras, camera
angles, media boxes, post production
and production facilities, special light-
ing, and ultimately the digital technol-
ogy to transmit the event, are critical to
its success. ‘

SCI is the world leader in media in-

tegration. For example, the advance

technology that exists in the Helsinki
Hartwall Arena marries the technolo-
gies of digital compression and satel-
lite transmission to the entertainment
activities of sports venues.

The integration of these technolo-
gies is primarily by the phone compa-
nies, since they are the largest vested
interest to combine the aspects of tele-
phone, video compression, digital
broadcast, and interactive technologies
into one package.

The new products of today, includ- .
ing cellular phones, video kiosks,
video networks and the variety of In-
ternet services are much more accessi-
ble through the wireless technologies
that are now being embraced.

Some of these technologies already
exist — including the SCI-patented
“Smartseat” — through Infatel and

New World telephone, a joint venture
with Canadian companies.
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Funding Sources

SCI specializes in the generation of
non-traditional revenue sources in ma-
jor entertainment and sports facilities.
In particular, we analyze these oppor-
tunities from the perspective of how to
better utilize the stadiums “physical
plant” during non-event times to both
attract visitors and customers and gen-
erate additional revenues.

When successful, this strategy has
the added benefit of making the sta-
dium an active vibrant part of the city
during non-event times. The creation

- of areas for retail, entertainment and
food and beverage means that “this is
the place to be” for both residents and
visitors: . . '

Suite Sales C

SCI has played a kéy,role in the mar-
keting and sale of private suites in Ca-
nadian and American sport facilities
and has pioneered the licencing of 10-
year contracts for private suites. -

Club Seats

SCI has also developed the programs
and licenses for the sale of club seats
in major sport facilities. This premium
seating product includes a package of
exclusive customer services such as
private VIP entertainment and lounge
areas.

COMMUNITY DEVELOPMENT

Corporate Sponsorship

Another important component of any
major project is the securing of corpo-
rate sponsorship, either as a lump sum

*. capital donation, or as pledges for set

annual donations over an extended
time period.

These corporate donations allow the
company to name various building
components, and perhaps:the building
as a whole, and would involve the sale
of advertising in the facility.

Restaurants

The incorporation of various restau-
rant/lounges provides a totally differ-
ent type of seating in the facility, which
should in turn attract a different type of
audience. Therefore, overall atten-
dance should increase for all events.

As well, they will provide another
high quality element to the building
which should increase its perception in
the marketplace as a first-class enter-
tainment centre. The restaurants would
provide an improved economy of scale
for quality foodservice in the building,
with its kitchens servicing the suites
and club seat areas.

Technology

Smart Seats, kiosks, the scoreboard
and monitor displays make up the main
layered technologies that create the in-
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formational transactional communica-
tion in a venue. .

SCT has the ability to provide a reve-

nue-stream approach that coordinates
all of the above options into one pro-
gram. ,
The Smart Seat is an ergonomically
comfortable seat designed with a fully-
integrated interactive video system.
The seat includes a colour video LCD
screen, interactive controls, in-seat
audio and telephone capabilities.

Upon installation, this innovative

~modern . entertainment system main-

tains the capabilities for providing the
folloWin_g features to the patron:
video/audio broadcast of the event at-
tended, enhanced audio with on/off
features, concessions, advanced ticket
ordering, border advertising, tele-
phone, catalogue shopping, Ilottery
ticket sales and a restaurant reservation
system.

The key to combining all of the in-
teractive components is to have an ad-
dressable network that allows the
flexibility and continued programming
of any changes required.

Implementation of such a network
can generate an increased revenue
stream — using the technologies of the
21st Century today. m
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Why Rural Economic Development?

OMAFRA's View

Ontario’s agri-food sector accounts for more than 640,000 jobs and is worth $25 billion

annually, second only to the automobile sector when it comes to overall impact in the provincial

economy. As a result, the Ontario government places a strong emphasis on ensuring the continued

growth of the agriculture and food industries while enhancing the long term viability of the rural

communities forming the backbone of
the sector.

The Ontario Ministry of Agriculture,
Food and Rural Affairs (OMAFRA)
has been serving rural Ontario for over
a century — helping to create a world-
class agriculture industry and promot-
ing rural economic development,
agricultural diversification and facili-
tating the development of the leader-
ship and organizational skills of rural
residents.

Ministry staff have for mote than
100 years been providing leading edge
agricultural production research and
agricultural business management ad-
vice and assistance to the province’s
agricultural sector. This role is con-
tinuing.

Today, rural community advisors
and agriculture and rural repre-
sentatives work with a wide variety of
agricultural and rural organizations,
municipal leaders, economic develop-
ment organizations and rural commu-

nities on topics ranging from commu-
nity economic development, business
development and conflict resolution, to
strategic planning and effective com-
munications in order to address OMA-
FRA’s broader rural development
mandate.

Rural Diversity

While agriculture has been the tradi-
tional economic driver in rural On-
tario, the rural economy has evolved
into a diverse economic system. The
population base has also changed to
include a greater number of non-farm
rural residents who either work in their
community or commute to larger urban
centres.

The ability of rural residents to inte-
grate and seek greater economic ties to
non-traditional industries has risen
with the expansion of the information
economy and the development of tele-
communications technology.

There’s been a lot of change, but
there’s also a lot of opportunity.

With business management advisors
and rural business consultants strategi-
cally located across the province,
OMAFRA offers a broad range of busi-
ness development services - from
coaching individual entrepreneurs to
developing information packages cen-
tred on major topics like business plan-
ning, marketing and finance.

The ministry also works in partner-
ship with the private sector to develop
education 'and training programs that
will make rural Ontario’s business cli-
mate as strong and competitive as it
can be.

Investment attraction and client ac-
count officers give businesses in the
food industry a one-window access
point for government information, pro-
grams and services aimed at increasing
the agri-food sector’s competitiveness
within the world economy.

And the ministry’s new rural enter-
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prise centres will enhance our role in
supporting rural business development
and thereby the expansion of the rural
economy.

“We are committed to assisting rural
communities to attract investment and
create jobs,” says Agriculture, Food
and Rural Affairs Minister Noble Vil-
leneuve in the introduction to OMA-
FRA’s 1997-98 business plan. “Our
skilled staff use the latest electronic
communications and advisory tech-
niques to help boost local economies to
meet the needs of local residents. That
provides economic benefits and jobs
for the entire province.”

These services are provided to agri-
food processors, rural businesses, agri-
cultural  producers and  rural
communities.

The Economic Impact

There’s no doubt that rural Ontario
plays a crucial role in both the provin-
cial and national economies.

In 1988, just 10 short years ago, On-
tario boasted agri-food exports of $2
billion. By 1996, those exports had in-
creased 12 percent, to $5.3 billion. The
goal for 1997 is $6 billion — triple that
of 10 years ago: a major impact when
you -consider every $1 billion in ex-
ports translates to around 12,000¥jobs.

That’s good news for all Ontarians,
because the province’s agriculture and
food industry is not just a global player
~it’s also a dominant player domesti-
cally.

Agriculture and related industries
accounted for over 52 percent of pri-
mary goods produced in Ontario in
1995 and the food and beverage indus-
try made up over 11 percent of total
manufactured goods.

The importance of the agri-food sec-
tor becomes even clearer when you
note the 67,000 primary agricultural
producers in Ontario support 84,000
employees in the food processing sec-
tor, which in turn spins off 207,000
jobs in restaurants, caterers and taverns
and 135,000 jobs in food retailing.
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Ontario is also home to over 1,000
food and beverage processors, ac-
counting for over 40 percent of Cana-
dian food and beverage manufacturing
shipments, and over 50 percent of
added value. Sixty-five of the 100 larg-
est Canadian food companies are
headquartered in Ontario.

Food processors annually
over $860 million in Ontario.

invest

Major Changes

Despite the growth and investment in
the agri-food industry, rural Ontario is
experiencing significant changes in its
socio-economic structure.

We’re living in an age of technol-
ogy, information and global competi-
tion, where change is an everyday fact
of life. Yet one thing has remained con-
stant — the understanding in rural On-
tario that in order to succeed you have
to work hard, and you have to work
together.

Although the total number of jobs in
the agri-food sector is huge, the de-
pendency on off-farm employment has
increased. More specifically, off-farm
income as a percentage of total net in-
come increased from 45 percent to 53
percent between 1989 and 1993.

Off-farm earnings can be critical to
the economic viability of families on
small and mid-sized farms which, of
course, is what most people think of
when they think of rural Ontario. But
the service sector is important too.

Between 1986 and 1991, the service
sector — which includes transporta-
tion, the construction industry and
other services — grew from 68 percent
of total rural employment to 73 per-
cent.

The major growth area has been
community, business and personal
services, which grew by 83 percent be-
tween 1976 and 1992, generating
70,000 jobs in total. In 1992, overall
employment in this portion of the rural
workforce was 301,000 in 1992 — 32
percent of the total rural labour force.

And more people are creating their
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own jobs.

Between 1986 and 1991, the number
and percentage of self-employed peo-
ple increased in both rural and urban
Ontario — with a 19 percent increase in
rural Ontario.

Reflecting the change in the rural
economy is the increase in rural non-
farm population which grew from 65
percent of the total rural population in
1961 to 88 percent in 1991.

All of these changes have brought
new challenges to rural development.

OMAFRA’s Business Plan
OMAFRA'’s business plan lays out six

key strategies to reach the vision of a
ministry that fosters competitive, eco-
nomically diverse and prosperous agri-
culture and food sectors while
promoting the economic development
of rural communities:
* Increasing Competitiveness
* Increasing Efficiency
* Encouraging Self-Reliance
* Improving Service Delivery
* Fostering Rural Growth
* Working Together

These six strategies are aimed
squarely at the ministry’s four very dis-
tinct, yet interrelated, core businesses:

* Research & Technology Transfer

* Investment and Market Develop-
ment

* Rural Economic Development
* Risk Management

There’s a lot happening in rural On-
tario. And, as it’s been since 1888,

OMAFRA'’s right there at the centre of
itall. m



Partnership Initiatives with the Private Sector:

DEVELOPMENT STRATEGIES

Critical Issues for Government

BY | Carolyn Lane

Today, in many parts of Canada, government at all levels is redefining its role as it relates

to the delivery, management and operation of essential and non-essential services and facilities. There

is increased emphasis on government downsizing and restructuring, fiscal restraint, balancing budgets,

and alternative service delivery options, such as privatization and public-private partnerships. As key

issues and opportunities emerge re-
garding public-private partnerships,
both the public and private sectors are
raising the same basic questions:

 What facilities/services are essen-
tial?

¢ What facilities/services are non-es-
sential?

* How can government afford the fa-
cilities/services they need?

« What ‘level of service should the
sponsoring government and the com-
munity-at-large expect?; and

* Who will pay for the provision of
these facilities/services — the public
sector, the private sector or a combi-
nation of the two?

Resources are limited, and trade-offs
must be made. Policy makers, as well
as public managers, need to ask impor-

CAROLYN LANE is a Manager with Arthur Andersen & '
Co., Real Estate Advisory Services in Toronto. Responsi-
bilities include developing public-private partnership
and privatization strategies, and the coordination of
multi-disciplinary land development projects.

She has an honours degree from the University of Wa-

terloo, School of Urban and Regional Planning, and is

completing her Masters thesis on “Public-Private Part-

nerships in Canada” at the University of Toronto. Lane is a member of the Cana-

dian Institute of Planners and is a Registered Professional Planner in the Province

of Onzario.

tant questions about current and pro-
posed government activities such as: Is
the private sector already providing
this service and if not, is it capable of
doing it better or more cost effectively
than government?

Before asking how a given facil-
ity/service can be managed more effec-
tively and efficiently, the essential
question to ask is whether the govern-
ment should be providing the facil-
ity/service at all,

In general, the public sector can re-
alize a number of positive benefits by
entering into a partnership with the pri-
vate sector. Usually the most compel-
ling reason for pursing such a venture
is the ability to transfer all or part of
the public sector’s financial risk and
operational obligation to a private op-
erator.

Other benefits may include main-
tained or improved service levels, eco-
nomic development opportunities (i.e.,
job creation and other economic spin-
offs), and value engineering or process
streamlining (i.e., - developing im-
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proved ways to provide a service).

In order to realize these potential
benefits, it is important that the public
sector understand the following tenets:

e The partnership must demonstrate a
proven advantage over the status
quo;

* neither the public nor prospective
private sector partner can realize any
specific benefit without also assum-
ing some degree of risk or cost; and

« the privatization of a facility, prod-
uct or service is not a panacea, and
in some cases it may even be inap-
propriate.

THE PUBLIC INTERESLJ

DEVELOPMENT STRATEGIES

* the structuring of a detailed call-for-
proposal process to identify the most
qualified partner to assume the op-
eration and/or delivery of a facility
or service; and

» the establishment of an effective
communications strategy to control
what information is disseminated
publicly and to potential private
partners — it is imperative to the
creation of an effective partnership
arrangement that false or unrealistic
expectations are not created and that
the government’s position is not

- compromised, particularly as nego-
tiations approach or unfold.

mately structured through a process
that will provide the sponsoring gov-
ernment with more direction and con-
trol over the final agreement.

For sponsoring governments under-
taking partnership initiatives, experi-
ence indicates that the approach to the
development and execution of a suc-
cessful  public-private  partnership
should focus on the following key
areas.

First, the sponsoring government
must develop a strategic plan to:

* Deal with public policy issues early
in the decision-making process in or-

The sponsoring government must develop a strategic

plan to deal with public policy issues early in the decision-making process

In the final analysis of the viability
of a potential partnership initiative, a
balance between risks and rewards will
be required in order that an equitable
partnership can be structured.

Before any successful privatization
project can be structured, a number of
critical elements must be thoroughly
addressed by the sponsoring govern-
ment in order that it is able to knowl-
edgeably and effectively go forward,
including the following:

* A detailed analysis of the economic
and financial parameters associated
with a project in order to evaluate its
feasibility as a privatization project;

* a decision, at the staff and political
level, to proceed with a potential
project;

* an analysis of the risk/reward rela-
tionship to ensure that risks and re-
wards are identified and valued, and
that risks are allocated to the party
best able to deal with them at a price
acceptable to the public good;

in order to ensure a public benefit.

It is critical to remember that there is
“no free lunch” and that the balance of
allocating risk and reward drives both
the public and private sector partici-
pants.

It is imperative, therefore, that the
sponsoring government fully under-
stands, at an early juncture in the proc-
ess, both the opportunities and
constraints which a potential public-
private partnership would provide, so
that it is able to effectively structure a
venture which preserves the public in-
terest.

Planning an Inijtiative

To ensure that public-private partner-
ships provide the maximum amount of
protection for both parties, a consider-
able amount of pre-planning must be
conducted into the design and structur-
ing of the partnership, in order to re-
duce the risk and ongoing exposure of
the sponsoring government.

Such pre-planning will ensure that
an appropriate partnership is ulti-
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der to ensure that there will be a
public benefit over traditional serv-
ice delivery (e.g., cost savings to the
municipality);

* generate political support; and

* ensure the private partner’s accep-
tance of the initiative.

Prior to issuing a Request for Quali-
fications, the sponsoring government
should undertake a detailed feasibility
analysis to provide a well-articulated
rationale for undertaking the initiative.
The feasibility analysis should seek an-
swers to questions such as the follow-
ing:

* What is the partnership to achieve?

* What is the nature of the partner-
ship?

* What is the desired outcome?

The feasibility analysis should es-
tablish the business parameters for a
partnership, the qualifications required
of private sector partners, and the iden-
tification/outline of the partnering



process. Considerable forethought will
be required regarding the appropriate
business structure around which a part-
nership will be developed. Included

among the many factors which will -

serve to shape the business structure
are the:

+ financial and operational structure
through which the facility/service
will be operated;

* up-front and/or on-going financial
and/or ofierational involvement
which the sponsoring government
and/or its key constituents may have

- (if any); -,

+ viability of the project’s economics;
and, . . -

* thelegal structure through which the
partnershlp will be implemented
(i.e:; joint venture etc)

Assuming that key project issues and
concerns are addressed in the feasibil-
ity analysis and supporting presenta-
tions, the municipal politicians will be
involved early in the process and staff
will be able to secure the political sup-
port and commitment to proceed with
the partnership initiative.

Second, the sponsoring government
must clearly define the scope of the
partnership so both the government
and the private-sector proponent are
entirely certain of the goals and objec-
tives of the initiative, ensuring that the
“rules of the game” do not change mid-
way through a project.
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Third, the sponsoring government
must ensure that the project warrants
the attraction of private capital by an-
swering the following questions:

"+ Isthere a secure and predictable cash

flow?
 Is there a high probability for a rea-
sonable rate of return?

Fourth, the sponsoring government
must assess the risk allocation, finan-

cial or otherwise, that the public sector . .

is willing to bear or transfer.

Political Commitment

Any public-private partnership initia-
tive must have the complete support of
public-sector management and provide
the necessary framework to allow the
staff of the sponsoring government to
identify and act on public-private part-
nership opportunities.

Public-private partnership initia-
tives require significant political com-
mitment in order to succeed. Political
leaders and staff will be called upon to
explain and defend positions which
may appear to, or actually do, impose
additional costs on the electorate. Once
an acceptable partnership initiative has
been developed, the government staff
must accept the role of project advo-
cate. No partnership initiative will suc-
ceed if the sponsoring government
vacillates. '

To accomplish the above, political

leadership should commence the part-
nership process with a clear set of po-
litical and economic objectives which
can be easily articulated to both the
public and private-sector partners.

The partnership: selection process
should be-objective, and based on the
qualifications of the bidders and com-
pliance with the government’s objec-
tives for the partnership.

Well-defined frameworks are neces-
sary to identify and analyze opportuni-

; ties and related risks, select advisors,

obtain offers/proposals, select the pre-
ferre_d proponent, and execute and
close the transaction. Rigorous analy-
sis is necessary to identify the risk-re-
ward relationship to ensure all risks are
identified, and the risk is allocated to
the partner best able to deal with it at a
price that is acceptable to the govern-
ment Sponsor.

Good Public Communications
Effective internal and external commu-
nications — including identification of
public-private partnership opportuni-
ties, the time frames envisaged, and the
prioritization of these opportunities —
are essential.

However, there are dangers associ-
ated with going forward too quickly or
publicly promising too much. Going
forward with an initiative too soon,
without undertaking considerable up-
front planning, may create false or un-
realistic expectations with politicians
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and/or the public.

In the absence of extensive financial
and economic analysis, government of-
ficials may send the wrong message to
proponents in terms of promises made
about the structure of agreements or
the financial opportunity.

If a time frame is identified but not
adhered to, the sponsoring government
is at risk of alienating potential propo-
nents and the public, putting the spon-
soring government’s credibility at risk.
By disseminating too much informa-
tion early in the process, the govern-
. ment may potentially compromise its
future negotiating position with the

-, proponent.

POLITICAL COMMITMENT | D
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on other issues, is required.

Most importantly, the government
sponsor must feel comfortable with the
representatives of the private-sector
Relationship-building
starts long before the negotiations, es-
tablishing a level of trust, communica-
tion and commitment between all
parties. This is the cornerstone to suc-
cessful negotiations.

When initiating and undertaking ne-

gotiations, the sponsoring government
should keep in mind that successful .,
negotiations take time. It is important:. -

to budget for the necessary time and
effort.

» ensure that the public interest is
served.

Conclusions

The economic development profes-
sional should be aware of partnership
initiatives that may exist in their own
and in other municipalities, and should
seize the opportunity presented by pub-
lic-private partnerships. They should
not limit their activities to the expan-
sion and retention of business in the
community, butrather, should be crea-
tive in identifying potential partner-
ship ' opporfunities and acting as a

espite a detailed selection process, negotiating a

" partnership agreement can be an arduous and time-consuming task

private sector proponent.

Public concerns are generally high
regarding the objectivity of the part-
nering process, the pricing of user fees,
and labour and contracting practices.

It is essential to ensure that stake-
holders, prospective bidders, and the
general public believe the entire part-
nership process is open and conflict-
free, and that there is a high likelihood
of the optimal solution being chosen.
Regular communication with the pub-
lic through newsletters, press releases
and occasional press conferences helps
to maintain trust in the selection proc-
ess and support for the result.

Negotiation Strategies

Despite a detailed selection process,
negotiating a partnership agreement
and finalizing contractual details and

financing arrangements can be an ardu- -

ous task.

Firm political commitment to main-
tain the sponsoring government’s ob-
jectives, while also showing flexibility

Public-sector negotiators should un-
derstand the critical aspects of the deal
structure and what the municipality is
trying to achieve through the negotia-
tions.

This includes identifying any “deal
breakers” as early in the process as
possible, and tackling these issues up-
front to avoid wasting time, money and
effort. )

Overall, the sponsoring government
must:

» Retain control of the entire negotia-
tion process; ’

» have a strategy in place for both the
maintenance of confidentiality and
for the disclosure of appropriate in-
formation within the sponsoring
government, and to the public;

» create incentives for the proponents
to.improve the deal;

¢ be flexible;

* know who to call on for assistance if
the staff is not experienced in con-
flict resolution or alternative dispute
resolution; and
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requiring commitment and flexibility.

catalyst to facilitate the partnership
process. By leveraging their extensive
private sector contact base, the eco-
nomic developer can act as a “relation-
ship broker” by introducing the right
public and private sector contacts to
each other. Ultimately, the goal is to
attract additional business to the com-
munity and enhance community devel-
opment without placing a financial
burden on the taxpayers.

While advocating enhanced coop-
erative approaches between the private
and public sectors, it is important to
underline that private-sector involve-
ment in the provision of services and
facilities which have been traditionally
provided by government, is not a pana-
cea, and may even be inappropriate in
some cases. Whatever the fiscal im-
perative, the public interest demands
that some functions remain entirely in
public hands.

The challenge for government is
how to safeguard the public interest
without being the supplier of the first
and last resort. m '
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NETWORKS:

The Unchampioned Business Growth Technique

BY | Patrick W. Olive

Networking will be a strong force in the business world of the future as very few single

entities or corporations will be able to tackle the complexity of the global marketplace. It will require

new thinking and creativity, imagination and risk, innovation and proactivity, flexibility and a complete

and thorough understanding. Canada as a trading nation will be compelled to: “nurture an innovative

economy through a new approach
which focuses on small and medium
enterprises (SMEs), on regional econo-
mies and on communities themselves
... developing a focus for economic co-
operation and networking” (Gilles and
Jeffrey, 1995).

The focus on networking and coop-
eration is basic to the viability and suc-
cess of our business enterprises. It is a

movement that has yet to be recognized
and successfully tapped on a national
basis. Durham Region, however, is us-
ing networks to expand the commu-
nity’s potential and is encouraging
other communities to develop a similar
system.

There continues to be a basic misun-
derstanding of terminology between
networks and strategic alliances.

PATRICK W. OLIVE is the Commissioner of Economic j
Development for Durham Region, which is part of the
Greater Toronto Area. Previously, he worked in the the
land development and construction industry.

He is a past president and current Director of the Eco-
nomic Developers Council of Ontario (EDCO) and a

member of the Economic Developers Association of Can-

ada (EDAC). Olive was named Canadian Economic De-

veloper of the Year for 1996 and was awarded the 1997 inaugural Ontario Eco-

nomic Development Achievement Award.

He has his M.A. in Urban & Regional Planning (Waterloo University) and an

MBA (York University).

The Webster’s dictionary defines a
network as: “forming business connec-
tions and contacts through informal so-
cial meetings.” Networking is the
“interconnection of two or more net-
works in different places.”

In other words, it is an umbrella sys-
tem that involves companies discuss-
ing problems and opportunities,
making business contacts that are fruit-
ful now or in the future and exchanging
knowledge with colleagues, peers and
perhaps even competitors.

This powerful concept is not new.
Community, provincial and federal or-
ganizations and associations have all
utilized this informal approach.

What springs from such a process
could conceivably be a formal relation-
ship of two or more companies which
ultimately join forces to tackle a prob-
lem or take advantage of an opportu-
nity by way of a more formal
arrangement — the Strategic Alliance.

According to Lewis Jordan, the Stra-
tegic Alliance is a “formal and mutu-
ally agreed commercial collaboration
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between companies. The partners pool,
exchange and integrate specific busi-
ness resources for mutual gain. Yet the
partners remain separate businesses.”

Inherent in this definition is that two
or more companies are involved in a
formal contract which is normally, but
not always, a written document.

Each uses each other’s strengths and
resources to expand their own busi-
ness, enter new markets, delve into re-
search and development, or launch new
products. It is an extremely cost-effec-
tive way for firms to expand and pros-
per.

This is not to imply thatitis easy and

DEFINING AN ALLIANCE|
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tain sectors, particularly among begin-
ners.”

What is more disturbing is the use of
the term “strategic alliance” by govern-
ment-initiated organizations such as
the Canadian Business Network Coali-
tion (CBNC). This group continues to
perpetuate the confusion by referring
to a strategic alliance which, in this
case, is three or more firms forming a
network. I commend what this group is
doing but let’s call apples, apples and
oranges, oranges, particularly since the
CBNC evolves from the Federal Gov-
ernment’s Policy as stated in their 1993
Plan entitled “Creating Opportunity:

promise sank even further into obliv-
ion when, in October 1994, the House
of Commons Standing Committee on
Industry presented a paper on fostering
growth within the small business sec-
tor entitled “Taking Care of Small
Business.” This report relegated a few
of the final pages to discussing the po-
tential of Canadian Industrial Net-
works. After discussing networking
examples in Denmark and Italy, the
paper took a typical government ap-
proach by suggesting that further stud-
ies were warranted.

With a majority Liberal Govern-
ment, policy could easily have been

A strategic alliance involves two or more

companies in a formal contract which is normally, but not always,

straightforward. On the contrary, it is
wrought with trials and tribulations as
well as the most important ‘T’ word —
Trust. SMEs can participate on an
equal footing with multinationals as
most multinationals recognize the im-
portance of staying ahead of the rest of
the pack and maintaining their com-
petitive advantage.

Networks and Government

It is extremely unfortunate that profes-
sionals continue to confuse networks
and strategic alliances.

Phillippe Roy, a senior advisor in
Industry Canada, has spent a number of
years looking into networks. He has
travelled the world to understand and
document the synergy that is created by
networks. Phillippe is fast to point out
that “it is absolutely essential to distin-
guish business networks from strategic
alliances.”

“Despite this very clear demonstra-
tion among seasoned practitioners,
there is considerable confusion in cer-

a written document.

The Liberal Plan for Canada.”

In 1993, the Liberal Party under Jean
Chretien took the helm of the Canadian
Government. The Liberal Plan, as
stated in their Red Book, focused on
many items and issues. One important
policy focused and supported activity
at the sub-national level, namely the
region. The third section of the Red
Book suggests building an effective
strategy on the networking approach.

“Liberals favour a new approach.
We see strong regional economies as
the building blocks of Canada. Con-
certed action and the mobilization of
scarce resources are necessary to
achieve strong regional economies in
the age of international competition
and change. One of the most important
ways of making this happen is to de-
velop forums for economic coopera-
tion, joint action, and integrated
development on the regional level.”

The possibility and the promise were
there but, unfortunately, the vision was
blurred during the first term of the Lib-
eral Government. The networking
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implemented to influence significant
small and medium business growth.
They failed to grasp this opportunity.
The only concrete result from their
1993 Red Book was, as previously
mentioned, the establishment of the
Canadian Business Networks Coali-
tion, an organization that appeared to
be founded on the promise of network-
ing but was manipulated and relegated
to establishing 30 strategic alliances.

To date, the CBNC appears to be a
success story, but if the funding sup-
plied to this organization had been
used for networking, the results would
have been definitely more significant
and lasting.

SMEs would have been the focus
rather than the major multinationals
that dominate CBNC’s success. As we
will see later in the Durham example,
little resources and, in particular, fund-
ing is required to obtain phenomenal
results.

Recently, an election was called and
again the Liberal Party presented their
Red Book, this time entitled “Securing



-

Our Future Together: The Liberal Plan
1997." There is not one mention in this
document of networking or the “new
approach” which focuses on SMEs and
regional economies. It appears the Lib-
eral Government has completely aban-
doned its previous platform as outlined
in the 1993 Red Book. Perhaps no
longer is it felt necessity to develop an
innovative economy at the regional
level. Let’s hope this is not the case and
it is only an oversight.

In fact, personal experience has
proven this to be correct as local repre-
sentatives of the Canadian Govern-
ment are becoming very involved in
partnering with their regional col-
leagues, whether it be Regional Gov-
ernment or a larger entity such as the
Greater Toronto Area. It is essential
that this approach be formulated and
documented in order that it become
government policy.

The role of government is especially
critical and can play a major role as a
catalyst and facilitator, but ultimately
business has to take control. This is
where the intermediary role of the eco-
nomic development professional plays
a critical part.

Creative and proactive economic de-
velopment professionals are continu-
ally developing and evolving programs
that assist their businesses in compet-
ing in the global marketplace. This pro-
fessional is extremely knowledgeable
about his/her community and can pro-
vide additional linkages to the outside
world. This is the basis on which the
Durham Region Business Alliance
Network has achieved success. It was
a process developed with the intention
that it be emulated across Ontario and
Canada. A network of networks would
join all regions and their respective
businesses within the province, linking
them to the resources that all levels of
government could provide.

The Durham Experience

Durham Region has tried and tested the
networking concept and we believe
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that the potential is unlimited. This
conclusion has its beginnings in a cou-
ple of trade missions in the early 1990s
to Germany.

As aresult of these trade missions, it
became obvious that the German in-
dustrialists were preoccupied with:

* the recession and downsizing activi-
ties;

* the unification of East and West Ger-
many;

* the high cost of green field start-up
and market entry;

* the shrinking global market in which
firms operated;

* the trade blocks being set up, such as

NAFTA and EU.

It was necessary to develop a new
strategy that would address these con-
cerns. Consequently, Durham Region
undertook to develop a very extensive
and comprehensive Strategic Alliance
Program whereby the Regional Eco-
nomic Development Professionals
(EDPs) had the necessary information
about companies interested in strategic
alliances with other international
firms.

As a result, a Strategic Alliance
Booklet was produced that listed all
Durham Region firms which were in a
position to undertake a strategic alli-
ance. These booklets were distributed
worldwide to all Canadian Consulates
and Embassies, trade associations and
agencies which were in a position to
match Durham firms to their local
firms.

This process has developed an inter-
national link for Durham Region
SMEs. However, it soon became appar-
ent that a strategic alliance need not
only apply internationally but Durham
firms could develop a similar arrange-
ment locally if all of the required traits
matched. The development of such al-
liances would contribute significantly
to the development of the regional
economy. The result was the formation
of the Durham Region Business Alli-
ance Network (BAN) in early 1993.

The Mission Statement of BAN
states:
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“BAN is a not-for-profit organiza-
tion established to foster business crea-
tion, improved performance and
growth through the promotion of all
forms of strategic alliances among
businesses, financial institutions, aca-
demia, government and not-for-profit
organizations for the benefit of all.”

The Vision is:

“In the near term, the Durham Re-
gion BAN will become recognized as
the premier example of a proactive and
financially self-sufficient strategic al-
liance formation organization in On-
tario and throughout Canada. In the
longer term, the mature and established
Durham Region BAN process and
structure will be a model capable of
duplication elsewhere in Canada and
the world.”

The Structure

The BAN Strategy is to act as a facili-
tator to bring businesses, financial in-
stitutions, academia, government and
not-for-profit organizations together in
an environment conducive to good
communications and the successful im-
plementation of strategic alliances.
BAN assists businesses to resolve
problems and realize opportunities and
to identify and put in place necessary
training, education, advisors, financial
and other resources, needed to develop
successful strategic alliances of all
types.

A critical component of BANs Strat-
egy is to seek opportunities to create
linkages between individuals and or-
ganizations and focus efforts on busi-
ness creation within Durham Region.

This allows BAN to bring resources
together to help businesses use govern-
ment programs effectively, to bring fi-
nancial resources together, to facilitate
technological transfers and to provide
a focal point for all participants.

BAN is centered and focused on a
hub which is called the Strategic Man-
agement Team (SMT) which could be
likened to the management of a corpo-
ration.
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A Chair from the private sector
heads the team of Chair people from
the groups, including resource people
from the public sector such as the
NRC, the Economic Development De-
partment, and the Ministry of Eco-
nomic Development Trade & Tourism.

Monthly meetings review the strate-
gic direction of the organization as
well as the results of the meetings of
Pro-active Opportunity Development
Groups (PODs).

A Project Review Committee oper-
ates under the auspices of the SMT and
is required to support and advise the
Strategic Management Team and its
chair person on the merits of proposals
received from the PODs. If a “focus”
or “super focus” resource or project
advice is required, the Review Com-
mittee will provide an opinion.

An Advisory Council meets twice a
year and is likened to a Board of Direc-
tors in the corporate environment.
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Consisting of the “who’s who” or sen-
ior stakeholders within the Region, the
main purpose of the Council is to pro-
mote BAN’s existence within the Re-
gion and give high-level executive
input to its operations.

Surrounding this ring are several
mentors who are available on a pay-
for-service basis and are retained by
corporations that have initiated a stra-
tegic alliance and wish to retain a pro-
fessional consultant during the
development.

The POD Concept

A POD is a gathering of various indi-
viduals and/or representatives of com-
panies that are interested in solving
corporate problems, evolving opportu-
nities to commercialization, or jointly
pursuing opportunities and thereby in-
itiating a strategic alliance.

A POD meeting ideally consists of

| STRATEGIC MANAGEMENT TEAM (SMT)

FED-PROV-REGIONAL

POD A

APPROX. 20
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BUSINESS
LEADERS
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15 to 25 participants and is structured
to provide the maximum participation
of all members.

The chairperson, after a comprehen-
sive training session, is vital to the suc-
cess of the POD. He or she must keep
the meeting fast-paced, generate syn-
ergy and, most important, create an
open, trusting atmosphere among POD
participants.

PODs can be vertical or horizontal in
nature, ie. single-sector or multi-sec-
tor. The Network Administrator keeps
minutes of the sessions and especially
notes the “hits,” which involves re-
cording the individuals who have of-
fered solutions to a member’s problem,
or provided assistance and/or re-
sources to a member’s proffered oppor-
tunity.

The administrator will track these
“hits” and follow-up on a regular basis
to ensure that the hit evolves to the
desired conclusion.

The administrative staff is there for
logistical support, such as: minute tak-
ing, tracking, follow-up enquiries, da-
tabase formulation, newsletter
preparation and circulation, meeting
notification and reminders, meeting lo-
gistics, as well as educational and
training support.

The Process

The network has developed a process
that is focused on solving participants’
problems and the successful commer-
cialization of opportunities that have
been identified during meetings. This
process is comprised of many such
processes. However, there are basi-
cally six macro steps.

1. Strategic Alliance Training. Train-
ing courses and presentations for all
BAN members.

2. Business Example Speakers. Expo-
sure to real life examples of strategic
alliances through speakers and presen-
tations.



3. Introduction and Ideation. Round
table introduction by all members with
a brief introduction of their nature of
business and scope of market; planned
sharing and formal recording of prob-
lems, challenges and opportunities pre-
sented by the members in a round table
discussion that sets the stage for the
creation of strategic alliances.

4. Focus and Follow-up. Detailed fo-
cused assessment and follow-up of
strategic alliance opportunities by the
potential alliance participants and
identified experts relevant to the pro-
ject.

Where appropriate, the Project Re-
view Committee also will be involved
in the focusing process.

5. Project Mentoring. The identifica-
tion and involvement of a designated
Project Mentor as a consultant to assist
in planning and managing the strategic
alliance to successful completion.
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6. Financial and Technological Imple-
mentation. The identification of
sources of financing, technology sup-
port resources and other resources, ex-
pertise and implementation assistance
for the project.

While these methodologies are not
new, their incorporation into a commu-
nity is. Once this process is instilled in
the community, there is a greater
chance for the successful completion
or development of the opportunity.
However, in order for this process to
succeed, the infrastructure has to be
developed.

To date, BAN operates five PODs —
two cross-sectional manufacturing
PODs and one each for electronics,
tourism, and professional services. An-
other is planned to represent the home
business sector. In addition, a POD has
been started to act as a catalyst for
establishing an electronic network for
Durham Region. It is now operating

under the auspices of the Regional
Strategic Plan.

A schedule has been established,
which lists all meetings of the SMT,
Advisory Council, POD meetings and
all-POD meetings for the calendar
year. In addition, formal documenta-
tion has been developed to provide
guidance to BAN’s Executive and
members covering such areas as Codes
of Conduct, the Membership Agree-
ment and Waiver, Non-Disclosure
Forms, etc.

Recently, an analysis was compiled
by R. Walker, a member of the SMT,
in an attempt to assess weaknesses and
strengths of the BAN. In 1995, there
were 11 POD meetings, while in 1996
there were 17 POD meetings. The
meetings recorded five and 68 “hits”
respectively. The average meeting at-
tendance was 16 representatives with
the range from 11 to 23 attendees. Suc-
cessful “hits” have ranged from a sin-
gle exchange of excess raw materials
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— saving the respective companies
money — to six firms developing a bid
to a multinational firm to recycle a
product that was formerly disposed in
landfill sites.

BAN is on its way and will soon be
self-sustaining. It is important to point
out that BAN would not be where it is
without senior and local government
involvement. The Federal Government
in particular has played an important
role in its development which cannot
be overstated as to its significance. The
persistence and dedication of the Re-
gional Economic Development initia-
tive as well as the business community
has been the foundation of its success.

Conclusion

In summary, networks provide an op-
portunity that will promulgate success
and growth of the economy. Building
on the strengths of others while com-
bining one’s own strengths can only
build competitive advantage and mar-
ket leadership.

Rosabeth Moss Kanter refers to this
as the “infrastructure of collabora-
tion.” She states: “The infrastructure
for collaboration consists of pathways
by which people and organizations
come together to exchange ideas, solve
problems or form partnerships. It helps
people move across barriers of local-
ism, parochialism or provincialism
that divide them.”

This infrastructure can be strongly
reinforced with the commitment and
support of government — that means
all levels of government, but in particu-
lar the senior levels. No sector of soci-
ety is isolated. All components have to
pull together as a team and provide
those aspects over which they have in-
fluence.

Glenna Carr points out that “Govern-
ments create bridges for trade and ex-
changes of expertise and develop an
environment where alliances and rela-
tionships of trust can flourish.”

Networks do work. They do have
significant impact but only if they are
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administered properly, constantly
monitored and run by the private sector
with assistance and support of govern-
ment.

It is vital that provincial and federal
government policy be developed and
implemented that supports the creation
of networks.

The Liberal Plan once had this vi-
sion. It is time for its revival. m
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Virtual PR
FOR THE ECONOMIC DEVELOPER

BY| Melanie Kurzuk

Virtual public relations has made the transition from an industry buzzword to an essential

keyword. It’s an interactive communications approach that utilizes technology to achieve the maximum

\
impact on an intended audience. Virtual public relations is no longer a concept. It is an electronic

information application that should be built into an organization’s strategic public relations infra-

structure. The PR environment is
changing with the development of new
creative communication channels, glo-
balization and growth in the media.

Today’s PR professional must think
beyond the traditional paper news re-
lease. Effective use of new, creative
multi-media channels such as the In-
ternet, video news releases and satel-
lite media tours, will effectively
deliver key messages and build a com-
pany’s profile.

With the ability to disseminate a
news release worldwide at the push of
a button, and with the increase of data-
bases and information services, mil-

lions of people across the world can
receive news electronically. The “think
global, act local” philosophy now ap-
plies when developing virtual PR ele-
ments. Business and industry around
the world have a front seat on eco-
nomic and technological develop-
ments.

In our own backyard, the media is
showing growth after years of down-
sizing through the 1980s and early
1990s. There are a few reasons for this
growth including an overall significant
improvement in the Canadian econ-
omy, CRTC approval for new specialty
channels, and significant ownership

I ‘ | MELANIE KURZUK is Corporate Communications Man- I
ager of the Canada NewsWire (CNW). A communica-

tions professional with 13 years experience in the media
and corporate public relations, she began her career as

a talk-show host and news reporter with the CHUM ra-

dio group, before'joining the Ontario Lottery Corpora-

tion as Media Relations Coordinator.

changes. There has also been an explo-
sion of trade and ethnic publications.

What does this mean for the eco-
nomic development professional? In
short, there are more mediums to target
virtual PR efforts.

The Media and the Internet

The media’s use of the Internet has
increased dramatically over the past
two years. Although the preferred de-
livery of news releases remains by a
dedicated and simultaneous wire, the
media are using the internet for story
ideas and research.

In some cases, freelance writers are
surfing the net for news sites where
they can access news releases from
wire services.

About 69 percent of newsrooms are
hooked up to the Internet, according to
a 1996 study by Canada NewsWire and
Ernst and Young. (It’s probably closer
to 80 percent for 1997.)

The study also revealed that 48 per-
cent of reporters use the Internet at
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least once a day, and 51 percent said it
would benefit them to receive multime-
dia news releases.

Reporters vary their use of the In-
ternet based on the type of news they
cover. Business reporters are the most
likely to be on-line (91 percent). Sixty-
two percent of general news reporters
and 50 percent of lifestyle/entertain-
ment reporters indicated they were
hooked up to the Internet.

When the media were asked what
they find most useful about company
home pages, 61 percent said news re-

INTERNET IMPAGT |
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of the organization and the PR cam-
paign. Is the story about job creation or
economic growth? Are the objectives
to promote a community as a competi-
tive development destination? Is there
a local story angle of fostering commu-
nity relations through innovative part-
nerships? Can the story take on an
international flavor by creating aware-
ness of a new technological product for
the business or academic community?
Is the story visual?

Once the objectives are established,
the second step is to develop a strategy

nology stories as they move on the
wire.

Electronic dissemination ensures
that all outlets on the network receive
the information simultaneously. This
ensures a level playing field for all
members of the media and financial
community who receive the informa-
tion. The network can be customized to
reach a local, regional, national or in-
ternational audience.

As a news release crosses the wire,
the information is picked up by hun-
dreds of databases and information

For the first time, the general public can view unedited

material prior to its interpretation by the news media by surfing web sites

that provide access to corporate news releases.

leases and 46 percent said product or
service information.

The Public and the Internet

There is a paradigm shift happening
with news-hungry consumers who
want access to full-text news releases
without the editorial spin.

The shift entails consumers who are
surfing news sites on the web that pro-
vide access to corporate news releases.

For the first time, the general public
can view unedited material prior to its
interpretation by the news media. In
fact, the media’s traditional role as the
“gatekeeper” of information is chang-
ing.

With the introduction of “push”
technology such as Canada
NewsWire’s (CNW) Portfolio Email,
Internet users can register to have spe-
cific company news releases automat-
ically sent to their email or to a CNW
mailbox.

Building The Infrastructure

In order to build effective virtual PR
elements, first consider the objectives

for integration. There must be an inte-
grated approach within the organiza-
tion in an effort to reach all audiences
simultaneously and effectively. An in-
tegrated plan builds on the “three expo-
sure rule” for an effective campaign.
The rule states that the intended audi-
ence requires a minimum of three ex-
posures to a message, before they are
able to recall the message.

The Virtual PR elements

The basic element of any PR campaign
is a news release. Leading-edge tech-
nology provided by a wire service ex-
tends the life and reach of the news
release. This fact is important to re-
member when determining what infor-
mation should be included in the news
release.

The best delivery method is to send
the news release electronically into the
editorial computer systems of news-
rooms. This allows editors to capture
all the news at one source, and assign
stories to reporters. Most reporters
have access to news wire services at
their individual terminals, and can fol-
low economic development and tech-
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services across the world. Some of
these services redistribute the news re-
lease unedited, while others such as
Canadian Press and Dow Jones create
an editorial story from the original
text.

For maximum exposure, news re-
leases are posted on the internet. At
CNW, all news releases are posted on
the company web site at
www.newswire.ca for a 13-month pe-
riod. A searchable database allows re-
porters and users to search news
releases in English and French by cate-
gory, date, industry, keyword, organi-
zation, stock symbol or subject.

The net posting is a virtual extension
of the life of a news release. The net
can provide further enhancements with
a hypertext link directly from the news
release to the organization’s web site.
Or add audio and video components to
create an interactive news release.

Canada NewsWire has already
posted audio commentaries for lead-
ing-edge organizations like TransCa-
nada PipeLines. Gary Lloyd, Director
of Investor Relations, TransCanada
PipeLines, says “it’s another outlet for
exposure for those who use the in-



-

ternet. I see it becoming more standard
in the near future, just like turning on
the radio.”

As the new millennium approaches,
the interactive news release will be-
come a typical element for the virtual
communicator.

According to CNW’s Internet Busi-
ness Specialist ‘Cynthia Hastings-
James, the potential to reach new
audiences and speak directly to them is
significant.

“The interactive news release gives
a powerful new perspective on raw
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to expand its market, as well as its PR
channels.

~ The Power of Television
"Multi-media can be achieved through a

video news release to enhance elec-
tronic text news releases. If the an-
nouncement has wide appeal and is
best told with pictures, then include it
as virtual PR element. The video news
release is a 90-second broadcast-qual-

ity news report that provides visuals .
for a story. The video news release is-.

-

better pictures.”

The satellite media tour can be vital
to the economic developer when the
objective is to gain coverage across the
country. The company spokesperson
appears on camera from the studio to
talk about a product, service, or idea
and is broadcast live via satellite to’
individual television reporters across
the country for a series of excliusive,
locally tailored, one-on-one inter-
views.

A satellite media tour allows users to
travel to as many as six cities in one

< POWER TELEVISION] The satellite media tour, broadcast live from the studio to

several television stations, can be vital to the economic developer when the

*_ objective is to gain coverage across the country.

numbers and data. It gives an or‘ganfza—
tion the ability to explain and quantify
its business.” Sae i

Streaming audio has become com-
monplace on the net, and companies
are striving to get their news out in a
meaningful way.

In response, CNW has developed a
new half-hour live radio program
which is archived on the net in stream-
ing audio. The duo technology ap-
proach ensures the widest possible
audience.

Innova Technologies Corporation is
one company that saw value in partici-
pating in Canada’s Business Report.
“Canada’s Business Report was one
part of a comprehensive PR strategy,”
says Innova CFO Mike Nealon.

“It helped to build a cumulative
awareness of the company, its success,
and its future potential among our in-
vestors.”

Innova used a four-minute interview
segment called Market In Profile to tell

the company’s story, and explain the

impact of its new product Endopore™
System, which is used to anchor dental
prostheses to the jawbone.

The company is constantly looking

distributed via satellite or by hard copy
in the appropriate television format.

B-roll footage is another avenue to
get your story on the airwaves . A video
b-roll package is a loosely edited pack-
age of visuals and interview clips sent
to the stations without a scripted voice-
over. In preparing for a video news
release or b-roll footage, come to the
table with a news hook that will appeal
to the viewing audience. Give the story
a human interest angle. Tie the story
into a much bigger related an-
nouncement by government or indus-
try.

With the recent start-up of 24-hour
news channels in Canada, the televi-
sion stations have a huge appetite for
images. For instance, CTV News must
fill 96 newscasts per day with visuals.
Prior to the station going on air in Oc-
tober 1997, CTV Television Network
Chief News Editor Robert Hurst of-
fered advice to PR practitioners on how
to get their client’s story on air. “The
more creative you can be to tell your
story, the better chance of getting the
attention of a news editor,” he says. “If
your story is visual, consider video —
we are always desperate for more and

hour. It’s cheaper than airfare, the
spokesperson stays fresh and so does
the news. In exchange, the news re-
porter obtains a unique interview op-
portunity. It is convenient for the
production of news coverage. The
news director does not have to assign
camera crews, a producer or editing
facilities.

Canadian Highways International
Corporation utilized the technology in
June 1996 on the official opening of
Metro Toronto’s Highway 407 Express
Toll Route. The satellite media tour
was a significant medija event in a stra-
tegic communications plan that began
in 1995. Communications Manager
Frank Switzer saw real value in the
technology. “Using satellite can be ef-
fective because it allows access to
audiences in targeted markets. It’s also
cost and time effective for a busy CEO
who can accomplish a number of inter-
views within the space of an hour.”

“To get the best impact, my advice is
to make sure you are timing the satel-
lite media tour at the most newsworthy
point,” he says. “You must build an-
ticipation before booking satellite
time.”
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Switzer will employ the technology
again. He believes it’s a great educa-
tional tool and international selling
tool for economic developers.

The satellite news conference is also
an effective virtual PR tool. A com-
pany announcement is broadcast live
into television newsrooms as required.
The option for réceiving stations to
participate in a question and answer
period is possible.

Picture Perfect

- On the print side, news photos can be
an effective virtual PR tool. A news
photo Wwill ‘increase awareness and
reach . more. than 4.5 million daily
newspaper readers. Photos, in color or
black and white, can be transmitted
electronically to photo desks in Can-
ada, North Ameriéja,, or- worldwide.
Photographs are a major component of
all print publications and are in con-
stant demand. .

Taking a multi-technology-approach
to virtual PR still includes the tradi-
tional fax. The fax remains a reliable
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and available technology for specific
audiences. A demand fax service is a
case in point. The College of Nurses of
Ontario use demand fax to serve its

*. 143,000 members, media, and the pub-

lic. Demand fax utilizes a dedicated
1-800 number for instant fax delivery
of documents through touch tone tele-
phone selectivity.

“We receive upwards of 400 re-
quests for documents during peak
months,” says Roger Goodman, Man-

ager of Communications, The College =

of Nurses of Ontario. “Knowing that

the system is reliable and chafiges can

be made easily helps us meet our com-
munication needs for our members.”

The demand fax service provides an-
other channel for people to get infor-
mation in addition to the College’s web
site. They promote the 1-800 number in
newsletters, business cards, and news
releases.

Virtual PR Results

The best way to survive the informa-
tion age is to acknowledge that in order

3

to reach multi-audiences, one must use
multi-technology.

“You can’t reach all the people the
same way,” says Dave Rowney, PR
Manager, at Ernst and Young. “If they
are not reading newspapers, then you
have to-reach them other ways like.
through the internet. It’s a whole new
way of thinking about which channels
will reach your target audience.”

Rowney encourages clients to maxi-
mize their efforts on the Internet. With

2 literally millions of people able to do
~ on-line searches, company information

needs to be on the world wide web.
“Every news release should include an
e-mail address or website address. Bet-
ter yet, add a direct link from the news
release to the company home page in
an effort to drive traffic to the site.”

The market for electronic informa-
tion and virtual PR is expanding. The
market has expanded from traditional
media and the financial community di-
rectly to the consumer. It remains to be
seen whether communicators will take
full advantage of the virtual PR ele-
ments now available to them. m
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Survival of the Finest:

The Soul of Business in the 21st Century

BY | Christine Corelli

If there is one word that captures America’s movement into the next century, it is

“change.” As we move into the 21st Century, we have seen a global economy emerge that is

characterized by rapid change, technological and scientific breakthroughs, and an unprecedented level

of competitiveness. Takeovers, mergers, downsizing, and reorganization are the norm. Organizations

state they must get “lean and mean”
and “do more with less” — not only to
survive, but to be able to move for-
ward.

Today, we are bombarded with in-
formation from all sources and are
working harder than ever. In a typical
24-hour period, we receive as much
information as people living in the 17th
Century did in their entire lifetime.
This can be very challenging for us,
because although there are billions of

molecules for memory in the human
brain, the mind cannot comprehend, re-
tain, and recall all this information.
Psychologists even have a name for it
— “Information Fatigue Syndrome.”
Many people are blaming the In-
ternet. In one example, some managers
at Software Spectrum Inc. grumbled
about getting more than 100 E-mail
messages per person every day. A re-
cent Gallup survey found that 71 per-
cent of managers, professionals and

|

mum thinking.
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support staff feel overwhelmed by the
volume of messages from all sources.
Telephone and voice-mail are still the
main culprits, but E-mail is fast catch-
ing up.

Much of the information we receive,
we search for ourselves. NASA reports
that the Mars Pathfinder Mission re-
sulted in over 100 million hits on their
web site per day!

It is technology that is most dramati-
cally changing our world. Because of
modern technology, we now live and
work in an era of speed, where our lives
are now choreographed to move, work,
learn, and service customers faster. We
are living in the age of information and
technology. “Today’s consumers are
looking for anytime, anyplace access.
If you don’t provide it, someone else
will.” (Online Resources & Communi-
cations Cotp.)

We now have a networked society
where we are doing business under a
new set of rules with customers who
are mote demanding than ever, where

loyalty and hard work no longer guar-
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antee a job for life. We are experienc-
ing erosion of stability and security
and feeling pressured to perform even
though we don’t always know how to
proceed. Yet, we must make tough de-
cisions faster than ever.

We all know that human beings func-
tion under rules. We create rules as a
guide because the alternative is chaos.
In the past, everyone knew what the
rules were. Today, because of modern
technology, the rules are changing so
rapidly no one is quite sure what they
are. Many organizations are in chaos.

Technology is causing the chaos. It
has enabled us to change all the rules
at once for everyone, instantaneously.
Just trying to keep up with new tech-
nology is a constant challenge. To be
competitive in a changing world, it is
not only essential that we incorporate
and learn new technology, but it is
critical to create structures to help peo-
ple cope with changes in the rules.
Right now, many people are confused,
concerned, and bewildered. Many peo-
ple feel totally unconnected to the new
reality that is around them. Business
structures have changed so| dramati-
cally, organizations are asking, “How
do we survive?”

A New Mind-Set

What type of mind-set do we need to be
able to survive and win?

Brave — We must have courage to face
change and meet it head on. And we
must have courage to make those tough
business decisions we need to make
every day.

Opportunity Focused — We must fo-
cus on what new opportunities we will
have living and working in a net-
worked society.

Willingness — We must be willing to
adapt to change. Charles Darwin taught
us about “Survival of the Fittest.” To-
day, it is not only the strongest who
will survive but those who are the most
adaptable. And those who can adapt to
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change will not only survive, but thrive
in the future. It might be called “Sur-
vival of the Finest in the 21st Century.”

We must be willing to learn to love
to learn. “The illiterate of the future
will not be those who cannot read and
write, but those who cannot learn, un-
learn, and relearn.” (Alan Toffler)

We must be willing to have a total
quality mind-set. For many people,
when it comes to getting ready for the
21st Century, their biggest problems in
coping are internal — within them-
selves — shifting from a 20th Century
mind set to a 21st Century mind-set.
Each of us is like a fine musical instru-
ment such as a violin. What makes our
music play is an intricate thing called a
mind. We can use that instrument to be
creative and in sync and rhythm and
harmony with others and our changing
world, or we can use it to be out of
rhythm and be in disharmony. The
choice is ours. That is the type of mind-
set we need to survive as the finest in
the future.

Change is occurring all around us,
and the speed and volume which it is
changing makes us feel like we have a
big locomotive engine coming right at
us and we can’t stop it. There are three
things we can do with that change train.
We can:

1. Ignore it.

2. Get run over by it.

3. Ride it in the direction it is going.

And, “we must use change to pro-
vide the creative tension to keep us
moving forward.” (Ian Morrison,
President, Institute for the Future)

Those who will compete and win
will be those who have the vision and
the ability to take a good hard look at
reality, understand it, accept it, and
take action today to be successful to-
morrow. “It’s not where the puck is,
it’s where the puck is going” (Wayne
Gretzky, hockey star).

The Networked Society

Today, we live, work, and play in this
world of speed, information and tech-
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nology with a networked society that is
sleepless. Our new global marketplace
operates 24 hours a day, and we must
sell and compete around the clock.
New markets and customer bases are
being created overnight. Globalization
means we must market our products
and services everywhere in the world,
but we now have new and different
competition we may not have expected
in the past.

Not too many years ago, we cut our
marketing teeth here in America, in a
homogeneous market, sharing a single
language, one currency, and a common
communication system. The new
global consumer marketplace is ex-
ploding. Large countries, such as
China India, Indonesia, Brazil, and
Russia, are fast emerging from decades
of poverty to create a mammoth market
with a different complexity and soul
from anything we have experienced in
the past.

As these countries progress, their
stronger economies will make an even
greater dynamic impact on business
and the marketplace. For example, in
Brazil, new business approaches are
being developed. The Volkswagen
truck-line plant is being managed
totally by the suppliers. There is not a
single Volkswagen employee on the
assembly line. Each supplier is respon-
sible for integrating their product into
the final vehicle. Many American com-
panies are anxiously waiting to see the
results of this new approach to manu-
facturing.

The area outside Shanghai in China
has grown from almost nothing in the
space of the last 10 years to be one of
the largest economic forces on the
planet. It will become a major power-
house in the next 10 years. China, In-
dia, Indonesia, Brazil, and Russia all
have huge populations and some of the
key conditions for long-term economic
success, if they are politically and eco-
nomically well-managed.

Technology has leveled the playing

field. From their own homes, custom-
ers can now order from every conti-



nent. Amazon.com, an international
bookstore on the Internet, could claim
to be the largest bookstore in the world
offering 2.5 million books. Until re-
cently, a typical Barnes and Noble
branch store contained something like
17,000 volumes — realizing they were
late getting on the train, they are now
on-line. This is just one way technol-
ogy has leveled the playing field.

With Internet technology, small
home-based businesses can now look
and act just like the big corporations.
For instance, today an author can pub-
lish and market his or her own book,
competing with larger publishers. The
Internet allows that book to become
immediately available to millions of
people around the world at very low
cost.

Evolving Technologies

Because of “Moore’s Law” conceived
nearly three decades ago by Gordon
Moore, one of the founders of Intel,
technological capability is doubling
every 18 months and prices are con-
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tinuing to drop. This September, Intel
announced a technology breakthrough
that throws Moore’s Law out the win-
dow. Instead of doubling the amount of
memory on a chip and thus increasing
its speed and efficiency at the historic
pace of every 18 months, the new tech-
nology could bring such improvements
every nine months or faster, and at a
lower price. Therefore, smaller less-
capitalized companies now have access
to technology once reserved for more
well-heeled competitors.

Not only are we able'to design graph-
ics and text on a personal computer, but
we can create the same typesetting that
was only reserved for large printing
houses in the past. We cannot only cre-
ate text, but we can incorporate audio
and v