Recession an opportunity
to retool manufacturing

Lower taxes and HST help sharpen competitive edge

: RICHARD CHU

For JimPratt, the US. reces-
sion hasn’t hurt business.
“It’s actually helped us,”
said the CEQ of Delta’s Sepp’s
Gourmet Foods Ltd.
Revenue for the producer of
frozen waffles, pancakes and

_french toast has grown 20%
* overthe past two years, he said,
because of increasingly price- -

conscious consumers switch-

‘ing from name-brand brealk-

fast products to private-label
brands offered by major retail-

_ersall over North America.

- The company employs

* about 160 staff for its three

mé.nufacturing facilities, lo-
cated in Ontario, Okdshoma

and B.C. Pratt plansto increase

production at its 60-employee
Delta facility given trends sug-
gesting continued growth in
the private-label market.
“Many in the industry be-

. lieve that even when things
pick up, people won't retorn to

the name brands and theyll be .

_ happy with private-labe] prod-

ucts”

That kind of opportunity to
increase market share needs to
be nurtured and developed for

. other manufacturers, accord-

ing to Craig Williams, vice-
president of the Canadian
Manufacturers and Export-
ers Association in B.C,

“We can’t keep going
through this six- to seven-year
cycle where we keep hoping
and waiting that the US, mar-
ket will come back”

While food processors and
manufacturers usually fare
relatively well in a downturn,
Williams noted the same can’t
be said for the rest of the indus-
try. Since 2008, manufacturing
sales have fallen 30% nationally
from its peak of roughly $600
billion in Canada in 2008,

The B.C. manufacturing

“ sector has fared slightly better,

with a 20% decline in sales and
215% decline in employment.

B.Cs manufacturing sector
hasfared better, inpart, because
of #ts reduced reliance on sales
to the U.S,, with about 65% of
B.C. products being sold south
of the border versus 75% in the
country’s other manufactur-
ing powerhouses like Ontario

".and Quebec,

But he said the sector must
continue to wean itself from the
U.S. economy; especially given
an increastng culture of protec-
tionism in the US,

Oneway to expand markets
is to make Canada’s manufac-
turers much more productive
and efficient, allowing them to
invest in new technology and
improve the skills of employed
workers. )

“Productivity in this prov-
ince is ferrible,” he said.

“Canada lags behind the
US,, and B.C. lags in Canada,

‘because we haven’t made in-

vestments to-make us more
productive.”
He said dedlines in corpor-

ate and personal income taxes
and the move toward the har-
monized sales tax are some
of the most significant initia-
tivesby government to improve
Canada’s competitive edge.
However, new policies and im-
proved incentives should be
developed to help increase the
value proposition of the manu-
facturing sector.

“What B.C. hasto doisfind
away sowe're more innovative,
50 we can compete globally on
value as opposed to competing
on price. That’s going to come
by being in niche markets,
value-added products, because
we don'thaveacomparative ad-
vantage for low wages.”

Part of this, he suggests,
should come from a new in-
dustrial strategy at the provin-
dial and regional levels,

He noted Finland, which
shares many similar socio-eco-
nomic characteristicswith B.C,
has become one of the top-10
jurisdictions for global com-
petitiveness because there was
anin-depthand detailed policy
of ereating such an economy.

It focused heavily on
improving operational effi-
ciency, investing in research
and development as well as
technology to create niches for
its manufacturing sector.m
rchu@bbv.com ’




