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EXECUTIVE SUMMARY

This research investigates the strategies for growth and competitiveness pursued by large firms
and small and medium-sized enterprises (SMES), to find out whether they differ and, if so,
whether these differences can help identify problems specific to SMEs.

In this study, “business strategy” is defined as “all aspects of a firm’s behaviour,” including
approaches to management, human resources, technology, investment, staff training, use of
government programs, and sources of innovation.

The present study is based on a recent survey of SMEs and large firms conducted by Abt
Associates of Canada for Industry Canada. The study increases understanding of large firms by
using a larger sample than case studies do, thereby permitting generalization about the conduct of
large firms. It also increases understanding of SMEs by permitting comparisons with large firms
to find out whether the strategies SMEs follow are distinguishable from large firms’ strategies and
whether they might be a cause for concern.

This study finds the following important similarities between SMEs and large firms:

® Both large firms and SMEs perceive the four most important influences on their competitive
position to be product quality, customer service, flexibility, and range of products.

® For both SMEs and large firms, growth is most influenced by management, marketing, and
employee morale. Other important influences on growth are: access to capital and markets,
ability to adopt technology, and organizational culture. Government assistance is considered
the least important influence on growth.

® SMEs and large firms differ little in business strategy. Market share and new products are
considered important to the business strategy of both large firms and SMEs, as are
technological change, efficient use of inputs, management practices, and human resources
strategy.

® For both large firms and SMEs, customers and managers are the most important sources of
product innovation. The R&D unit, the production unit, and suppliers are the next most
important. Managers and the production unit, followed by customers and the R&D unit, are
the most important sources of process innovation.

This study has identified the following important differences between large firms and SMEs:

® Large firms are much more likely than SMEs to pursue linkages with other firms through
strategic partnerships, joint ventures, and strategic alliances.



Executive Summary

Proportionately more small firms than large firms use government programs, although the use
of government programs is widespread among firms of all sizes. SMEs are more likely than
large firms to consider R&D tax credits and government training programs to be very
important. SMEs attach less significance to market information and export incentives supplied
by government, although these services are important to them.

Large firms are more likely than SMESs to perceive organizational culture and skilled labour as
important growth factors. Large firms also consider innovative organizational structure to be
more important to overall management practices.

More employees in large firms than in SMEs receive formal training, except for professionals,
who receive approximately equal training. Employees spend equal time in informal training in
SMEs and large firms, approximately 10 percent of work time.

Large firms perceive licensing of intellectual property as a more important source of both
product and process innovation than SMEs do.

In conclusion, SMEs and large firms generally follow similar business strategies. Both SMEs

and large firms perceive management, marketing, access to capital and markets, and ability to
adopt technology as the most important growth factors, and government assistance as the least
important growth factor.

The results highlighted in this paper indicate that government policies should focus on

improving the business climate. Sound macro-economic policies and fair, efficient market-
framework policies do much to help both large firms and SMEs to become more competitive and
prosperous, and to create more jobs.

However, some important differences between SMEs and large firms’ business strategies

indicate that some specific government interventions might be warranted. First, the overall
business strategies of large firms focus more on the importance of employees than those of SMEs
do. Large firms perceive skilled labour to be more important than SMEs do, and more large firms
than SMEs offer their employees formal training. Government training programs could, therefore,
be an important source of help to SMEs.

Second, large firms are more likely than SMESs to engage in strategic partnerships, joint

ventures, and strategic alliances with other firms. SMEs could, therefore, benefit from exploring
the potential for linkages with other firms. In this area, government can help by facilitating such
linkages at both the national and international level.

Finally, the use of licensed intellectual property is more important as a source of innovation

for large firms. SMEs could, therefore, benefit from further consideration of these potential
sources of innovation, and government could facilitate that consideration.
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The evidence presented in this paper indicates that government policy focus on SMEs is
warranted. Although SMEs rank government assistance as their least important growth factor,
they use government programs more than large firms do, and generally rate them as more
important to their overall business strategy.



INTRODUCTION

From a policy perspective, knowledge of the behaviour of small and medium-sized enterprises
(SMESs) is important. The small-firm sector creates most new jobs in Canada, although most job
losses also occur in this sector. Also, small firms that are growing employ about the same
proportion of personnel in R&D as the overall population of firms, and their R&D-to-sales ratio is
higher than the national averag€herefore, in terms of total employment and innovative

activities, SMEs are important to the Canadian economy.

However, if jobs created by start-up ventures are excluded, employment growth is almost
the same in SMEs and large firms. In addition, large firms seem to be less vulnerable than SMEs
to financing problems, marketing difficulties, inflexibilities in adopting technology, and difficulty
in hiring qualified employees.

Recognizing the important contribution of both types of firms to the Canadian economy,
this study investigates the strategies for growth and competitiveness pursued by large firms and by
SMEs to find out whether they difféiMuch recent research in this area has focused on the
strategies of SMEs. The objective was to analyse their behaviour and isolate specific deficiencies
that might explain some of their problems. Other research has focused on successful SMEs to
identify the strategies that make them successful; the present research compares the strategies of
SMEs and large firms to identify the problems that are specific to SMEs.

We recognize that the behaviour of firms cannot be represented by a unique dimension or
variable. Rather, we have defined business strategies to cover all aspects of a firm’s behaviour,
including approaches to management, human resources, technology, investment, staff training, use
of government programs, and sources of innovation.

The present study is based on a recent survey of SMEs and large firms conducted by Abt
Associates of Canada for Industry Canada. The study increases understanding of large firms by
using a larger sample than case studies do, thereby permitting generalization about the conduct of
large firms. It also increases understanding of SMEs by permitting comparisons with large firms
to find out whether the strategies SMEs follow are distinguishable from large firms’ strategies,
and whether they might be a cause for concern.

'Baldwin, Chandler, Le and Papailiadas (1994), p. 32-33.

°’SMEs are firms with fewer than 500 employees. We have grouped small and medium-
sized firms together so a useful comparison can be made with other research results in the
literature. The objective is also to compare the behaviour of SMEs with that of large firms. In
doing so, differences between small and medium-sized firms will be lost. This could be
important if medium-sized firms behave differently from small-sized firms in a significant way.



2 Introduction

Section 1 summarizes a selection of the literature on SMEs and large firms in Canada that
is relevant for comparison purposes, Section 2 outlines the research methodology of this study,
Section 3 presents its findings, and Section 4 presents our conclusions.



1. BUSINESS STRATEGIES AND ACTIVITIES: SELECTED LITERATURE

Little is known about the differences between large firms and SMEs in what they perceive to be
success factors and the public policy implications of those differences. The research is fragmented
and thin. Comparisons of the behaviour of large and small firms first appeared indirectly, in the
context of explaining the market structures amenable to innovative activity and economic growth.
Schumpeter (1942) was the first study to examine the dynamics of market structures most
favourable to success, measured in terms of innovation. The theme running tDapuitghism,

Socialism, and Democragy now familiar to economists: economic growth results mainly from
innovative activity, which depends on entrepreneurial activity. Schumpeter argued that innovation
is more likely to occur under monopolistic conditions, where rents can be captured from

innovative activity and where firms are in a better position to absorb the risks of creative activity.

Since Schumpeter, however, understanding of the role of market structures has advanced
in theory as well as in terms of the statistical evidence brought to bear on the problem. This
research challenges Schumpeter’s theory. The theoretical work suggests complex relationships
between market structure and economic growth. Technological change depends on a host of
factors, and can occur in various market structures, from competition to oligopoly and monopoly.
The empirical research, based mainly on U.S. firm-level and industry-level data, points to several
important conclusions, such as: that large corporations are not the sole sources of innovative
activity, and that a high degree of seller concentration does not necessarily favour innovation.
Specifically, the empirical research finds that large firms are more likely to engage in formal R&D
and receive more patents than very small firms. However, innovation also occurs in firms of
modest size in the manufacturing sector. Acs and Audretsch (1990) find that small firms seem
more efficient in R&D: they generate more innovations per thousand employees and per million
dollars of R&D spending. Yet, the majority of small firms are not innovative to any significant
degree. From these findings, it is possible to conclude that the weight of evidence does not
suggest any concrete relationship between particular market structures and the extent to which
innovative activity occurs at firm level.

In Canada, Baldwin ancblleagues (1994) investigates both the strategies and the
activities of successful SMEs, focusing on the tactics small firms use to become successful and on
the activities they use to implement these strategies. Baldwin explores the broad areas of
management, marketing, financing, human-resource development and innovation. The study is
based on survey data supplemented with administrative data on sales and profitability. The survey
focuses on three interrelated areas: the firm’s strategies, which encompass the overall
organizational plan adopted to meet the firm’s goal; the firm’s activities, such as financing,
personnel, technology, and capital equipment investment; and characteristics of the firm, such as
its governance structure, geographical diversification of sales, and the ethnic and educational
background of the manager.

The sample for that survey was designed to produce a picture of growing Canadian SMEs
in 1992. Firms eligible for the study had fewer than 500 employees and less than $100 million in
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assets in 1984. Eligible firms also had grown in employment, sales and assets between 1984 and
1998.

Baldwin finds that the three factors most significant to the success of growing SMEs are
management, the skills of employees, and marketing. Financing strategy is also regarded as
important.

Skillful management is perceived to contribute the most to the competitiveness of
individual firms; total quality management and innovative organizational structures receive the
greatest emphasis. Skilled labour ranks just after management in explaining growth. The human
resources strategy focuses on continuous staff training. Growing SMEs place considerable
emphasis on the quality of their workforce; it is found that 53 percent of them spend, on average,
10 percent of their investment budget on staff training.

Marketing strategy ranks third in influence on success. This factor includes product
quality, flexibility in responding to customer needs, and customer service. In the area of finance,
growing SMEs report that gaining access to capital and solving the problem of capital cost are
most important.

Baldwin finds that growing SMEs appear to be significantly innovative, with 16 percent of
all investment allocated for R&D and R&D-to-sales ratios better that the average for Canadian
businesses overall. Growing SMESs report that innovative activity can occur in the absence of
formal R&D structures.



2. RESEARCH METHODOLOGY
2.1 Objective of the survey

The purpose of the survey done for this paper was to examine the business strategies of firms in
Canada and to compare strategies used by SMEs with the strategies used by large firms.
Specifically, we wanted to determine whether the combination of important elements in a business
strategy is the same for all the firms in our sample and, more important, whether the combination
favoured by SMEs differs from that of large firms in Canada. In this study, we used a broad
definition of business strategies that covered approaches to management, human resources,
technology, investment, staff training, use of government programs, and sources of innovation.

2.2 Survey instrument

The questionnaire had three main sections. The first section examined the general characteristics
of firms, including ownership structure, country of control, involvement in strategic alliances and
joint ventures, and sales.

The second section assessed the competitive position of firms, relative to competitors, in
categories such as price, quality, and customer service, focusing on the factors contributing to
growth over the previous five years and predicted for the next five years. These factors included
management skills, R&D capability, and employee skills.

The third section queried firms’ overall business strategy, including how each firm dealt
with its markets and products, technology, inputs, employees, and its management practices. This
section also included questions on sources of product and process innovation, such as
management and the R&D and production units, and the importance of various government
programs to growth. Human resources strategy was also examined in firms where the
employment, earnings, and training of occupational groups was sampled. Finally, the proportion
of total investment in market development, R&D, materials for production, buildings, machinery
and equipment, and staff training was examined.

2.3 Conduct of the survey

The survey questionnaire was designed to examine how the characteristics, strategies, and
activities of SMEs and large firms affect their competitiveness and growth. It included questions
from the Statistics Canadurvey of Growing SMHsecause of the objective to compare this
survey’s results with Statistics Canada’s results on growing SMEs. The questionnaire was also
adapted to the survey sample, which included large firms, and to obtain answers to questions
specific to this research.
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We tested a preliminary version of the questionnaire. The test consisted of 13 interviews
with senior representatives (e.g., VP Human Resources, VP Finance, Comptroller, Director of
Communications or Government Relations) of medium-sized and large Canadian companies. The
respondents’ views indicated what we should do to finalize the survey instrument (see
Appendix B).

To select our survey sample of firms, we more than 1,200 of the largest firms from the
CanCorp Canadian Corporations database maintained by Micromedia Ltd. This database covers
major public corporations incorporated in Canada and trading on a Canadian exchange; major
subsidiaries; privately held, federally registered corporations; and all companies listed on the
Toronto Stock Exchange.

The survey was conducted between July 11, 1995 and September 30, 1995, by means of an
initial general mailing, a telephone follow-up and a second mailing. It produced 254 valid
responses, a response rate of about 21 percent.

Approximately 60 percent of the final sample is SMEs — that is, firms with fewer than
500 employees. The remaining 40 percent is large firms — that is, firms with 500 or more
employees. This size distribution is very close to the distribution in our initial full sample of firms
surveyed (see Table 1).

Size distribution of sample (by sizeToa;eilremls, number, and percentage of sample)
SMEs Large firms Total
Initial sample 703 (57%) 532  (43%) 1235
Final sample 146  (58%) 108  (42%) 254

The industrial distribution of our final sample (see Table 2) looks different from the
distribution of the initial sample. The response rates in the manufacturing sector and trade sector
(both wholesale and retail) were lower than average and, consequently, these sectors are under-
represented. However, we chose not to correct for these differences because the initial sample
contained an over-representation of these sectors in total GDP. The industrial composition of the
final sample is, in fact, closer to reality.
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Resources
Manufacturing

Construction

Table 2
Industry distribution of sample (percentage of sample)
Initial sample Final sample
7 (0.5%) 20 (7.9%)
590 (47.8%) 95  (37.4%)
30 (2.4%) 4 (1.6%)

Transportation and
communications

Wholesale trade
Retail trade

Finance, insurance and
real estate

Services

Total

106  (8.6%)

205  (16.6%)
228  (18.5%)
61  (4.9%)

8  (0.6%)
1235

33 (13.0%)

22 (8.7%)
14  (5.5%)
40  (15.7%)

26 (10.2%)
254




3. RESEARCH FINDINGS

3. 1 General characteristics

SMEs are more likely than large firms to be proprietorships, and smaller firms are probably more
likely than large firms to be taken over. In the sample, more SMEs than large firms are controlled
by a parent company (see Tabl€ 8n average, 49 percent of firms are controlled by a parent
company. Among large firms, control by a parent company is less likely than the average for the
whole sample. This is a reasonable finding — large firms are more likely to control than to be
controlled.

Table 3
Control by a parent company (percentage by size of firm)
SMEs Large firms Total
Controlled by a parent company 51.4 454 48.8

Table 4 shows the origin of the parent company by size of firm, for the firms controlled by
a parent company. Of the total sample, 36 percent of parent companies originate in Canada and 36
percent in the United States. Of large firms, 41 percent are controlled by a parent company
originating in the United States. Consequently, the likelihood of ownership by a U.S. firm
generally increases with firm size. This is consistent with the branch-plant nature of the Canadian

economy.

Table 4
Origin of parent company (by size of firms)
SMEs Large firms Total
Canada 34.7 38.8 36.3
United States 32.0 40.8 355
Rest of world 22.7 20.4 21.6

Firms in the sample can grow because of external forces such as mergers or acquisitions.
In the 1992-1995 period, 10 percent of firms in the sample had been acquired by other firms, and
30 percent had acquired other firms. Generally, SMEs are acquired more often than large firms,
and large firms are more likely than SMEs to acquire other firms (see Table 5).

3 Baldwin andcolleagues (1994) found that most SMEs are independently owned (that is,
owned and operated by executives or managers), and a few are owned by passive investors.
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Table 5
Acquisition of firms (by size of firm)
SMEs Large firms Total
Percentage of firms acquired 11.0 9.3 10.2
Percentage of firms that have acquired others 26.7 35.2 30.3

A firm’s interests may be linked to those of other firms by joint ventures, strategic
alliances, or strategic partnerships. Over the 1992-1995 period, 34 percent of all firms in the
sample had been involved in a joint venture, 33 percent in a strategic alliance, and 29 percent in a
strategic partnership. Forty-five percent of the firms in the sample had been involved in at least
one of these linkages.

Large firms were much more likely than SMEs to enter into strategic partnerships, joint
ventures, and strategic alliances (see Table 6). Thirty-nine percent of large firms were involved in
a strategic partnership, 45 percent in a joint venture, and 44 percent in a strategic alliance but, at
most, only 25 percent of the SMEs were involved in any kind of linkage with another firm.

Table 6
Type of alliance (by size of firm)
SMEs Large firms Total
Strategic partnership 21.9 38.9 29.1
Joint venture 25.3 45.4 33.9
Strategic alliance 24.0 44.4 32.7

3.2 Intellectual property*

Firms have many reasons for entering into a strategic alliance, partnership, or joint venture. The
survey asked firms whether the sale to or acquisition from other firms of intellectual property was
important in the decision to enter into any linkage with another firm. The acquisition, sale, or
licensing of intellectual property was a factor in the decision to form such an arrangement for 35
percent of firms in the sample, and more large firms (37 percent) than SMEs (33 percent) said it
was a factor.

“* To answer the qualitative questions, respondents were asked to rank their opinion on a
five-point scale: 1 (not important); 2 (slightly important); 3 (important); 4 (very important);
5 (crucial). Results for qualitative questions are reported as an average of all responses.
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Intellectual property can be acquired or licensed through patents, trademarks, copyrights,
and trade secrets or know-how. In the sample, 29 percent of firms ranked the sale or licensing of
patents as very important or crucial to the decision to form a joint or strategic arrangement;

45 percent ranked trademarks as very important or crucial; 24 percent ranked copyrights as very
important or crucial; and 87 percent ranked trade secrets or know-how as very important or
crucial. The significance of the sale or licensing of such intellectual property to other firms was
ranked about the same.

Figure 1 shows the average score of each type of intellectual property acquired or licensed
from other firms, and Figure 2 shows the average score of each type of intellectual property sold
or licensed to other firms. Acquisition or sale of trade secrets or know-how is ranked as very
important, although all types of intellectual property are considered important.

Figure 1
Role of Intellectual Property in Firm Linkages

Acquired or Licensed from Other Firms
(Average Score)

Trade Secrets/Know-how

Trademarks

Patents

Copyrights

Table Al and Table A2 show the average score given to the importance of each type of
intellectual property in the decision to form a strategic or joint arrangement, by size of firm. Both
SMEs and large firms rate trade secrets and know-how as the most important form of intellectual
property, followed by other forms.
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Firms were asked to rank their competitive position relative to their main competitors on

the following 10 attributes:

product price;

customer service;

product quality;

range of products;

frequency of introduction of new products;
flexibility in responding to customers’ needs;
production costs;

R&D spending;

labour climate; and

employee skills.

Firms were asked to assess their relative position on a five-point scale: 1 (much worse than

the competition); 2 (somewhat worse); 3 (about the same); 4 (somewhat better); 5 (much better).
The average scores for each category (excluding not applicable responses) are shown in Figure 4
and Figure 5.

Research and Development

Figure 4

Perceived Competitive Position

(Average Score for all Firms)

Quality
Customer Services
Flexibility
Range of Products
Skill Level of Employees
New Products

Labour Climate
Costs of Production
Price of Goods
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Although the firms in the sample clearly perceive that all the listed factors influence their
relative competitive position, it is also clear that they believe that the most important are product
guality, customer service, and flexibility in responding to customer needs, each with average
scores of 3.9. Next in importance are range of products (3.8), employee skills (3.6), new products
(3.5), labour climate (3.4), R&D (3.4), price of goods (3.2), and production costs (3.2).

Figure 5 and Table A3 show the average scores (standard error) for both large firms and
SMEs. The four factors in which they perceive themselves most superior to their competitors are:
product quality, customer service, flexibility, and range of products, with scores of 3.7 or more.
SMEs perceive these factors to be more important than large firms do, however. The least
important factors, for firms of all sizes, are product prices and production costs.

Figure 5

Perceived Competitive Position
(Average Score by Size of Firm)

Quality *
Customer Services —
Flexibility —
Range of Products — ‘
Skill Level of Employees —
New Products —
Research and Development |—|
Labour Climate —_'
Costs of Production —_‘
Price of Goods —_'

0 1 2 3 4 5
|-SMEs O Large Firms |

The ranking of the results is similar to that for growing SMEs found in Baldwin and
colleagues (1994). In both the present study and in Baldwin, the top three factors are product
guality, customer service, and flexibility.

3.4 Growth

The factors perceived as contributing to the growth of firms include the various facets of
production, including managerial, marketing, and employee capabilities, technological and
innovational adaptability, and the overall business climate within the firm. Growth also depends
on availability of inputs, especially the supply of capital, the price of capital, markets, technology,
and government assistance. Figure 6 illustrates the factors influencing growth.



Research Findings




16 Research Findings

Figure 7

Perceived Growth Factors
(Average Score of all Firms)

Management Skills

Marketing Capabilities

Employee Moral
Access to Markets
Access to Capital
Adopt Technology
Organizational Culture
Skilled Labour

Cost of Capital

R&D

Intellectual Property Rights
Government Assistance

0 1 2 3 4 5

Like the study of growing SMEs (Baldwet al. 1994), the present study found that
management skills, marketing capability, access to markets, and access to capital are among the
top five factors. The results differ in that, although employee morale is among the top five factors
for large and small firms, skilled labour is not, although it is for growing SMEs. Like growing
SMEs in Baldwin’s study, the firms surveyed for this study reported government assistance as the

last important contributor to growth.

Figure 8 and Table A4 show the responses of SMEs and large firms. For both, the top
three factors perceived to affect growth in the previous five years are management skills,
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Figure 8

Perceived Growth Factors
(Average Score by Size of Firms)

Management Skills —
Marketing Capabilities —
Employee Morale _
Access to Markets —_'
Access to Capital —
Adopt Technology —_‘
Organizational Culture _—
Skilled Labour —_'

Intellectual Property Rights —
Government Assistance —

|-SMEs & Large Firms |

3.5 Business strategy

Firms have strategies that permit them to work toward their goals. Firms need a strategy for
dealing with market changes, and coordinated plans for the types of products and markets they
supply. On the production side, firms must be able to innovate and to be flexible in adopting
appropriate production technologies, training employees, using new materials, reducing costs, and
managing their operations.

Firms were asked to rate the following five categories for importance to their overall
business strategy:

markets and products;
technology;

use of production inputs;
management practices; and
human resources strategy.

A five-point scale was used to assess the importance of various factors in each category: 1
(not important); 2 (slightly important); 3 (important); 4 (very important); 5 (crucial). All
categories of strategies were reported as important or crucial. Human resources and the markets
and products were first and second in the overall ranking, followed by management practices,
technology, and use of production inputs, in a tight group. The patterns for SMEs and large firms
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were the same, except that human resources strategy came first in importance for large firms, and
markets and products came first for SMEs.

Markets and products

Firms were asked about the importance of maintaining market share, introducing new products to
current markets and new markets, and introducing current products to new markets.

Figure 9 shows that maintaining market share is the most important factor, with a score of
4, followed by introducing new products to current markets (3.8), current products to new markets
(3.5), and new products to new markets (3.3). All factors are considered important.

Figure 9

Importance of Markets and Products
(Average Score for all Firms)

Market Share

New Products in Present Markets

Current Products in New Markets

New Products in New Markets

If

o
=
N
w
IN
a1

Therefore, the sampled firms value the least aggressive marketing strategy, maintaining
market share, the most, and the most aggressive strategy, that of entering new markets with new
products, the least. Still, all marketing strategies rank above 3 (important), which shows that firms
of all sizes emphasize their original markets, but also value aggressive entry into new markets
with new products.

Markets and products by size of firm
Figure 10 and Table A5 show that SMEs and large firms differ little in their perception of the

importance of maintaining market share (crucial) and of introducing new products in current
markets (important). Market share is considered crucial, with a mean score of 4.0 for SMEs and



Research Findings 19

4.1 for large firms. Introducing new products in current markets receives a mean score of 3.8 for
both SMEs and large firms. Smaller firms, however, place more importance on introducing
current products in new markets, with a score of 3.6, compared with large firms, which score
market strategy at 3.4. The most aggressive strategy, introducing new products in new markets, is
ranked the lowest by both SMEs and large firms, although the SMEs rate it higher than larger
firms do.

Figure 10

Importance of Markets and Products
(Average Score by size of firm)

Market Share —

New Products in Present Markets

Current Products in New Markets —
I

New Products in New Markets

0 1 2 3 4 5
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In conclusion, firms of all sizes primarily base their marketing strategy on maintaining
market share, the least aggressive approach of the possibilities offered in the survey.

Technology

In the knowledge-based economy, technology plays a leading role in fostering growth in the
economy as a whole and at firm level. Therefore, it is important to inquire about the technology
strategy of firms. At firm level, technological change occurs through the development of new
technology, refinement of technology developed by others, use of technology developed by others,
or improvement on current technology. The importance of each kind of technological change to
firms of all sizes is shown in Figure 11.
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Figure 11

Importance of Technology
(Average Score for all Firms)
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The most important of the categories of technological change is improving a firm’s own
technology with a score of 3.7 followed by almost equal weight being given to the other forms of
technological change with scores of 3.3 for using others’ technology, and 3.2 for each of refining
others’ technology and developing new technology. By following a less aggressive, and therefore
less risky strategy, firms find it easier and less costly to innovate. Still, all strategies are given a
score greater than 3 (important) so that both aggressive strategies and building on existing
strengths are important.

Importance of technology to overall business strategy

Figure 12 and Table A6 show how SMEs and large firms perceive the importance of each type of
technological change to overall business strategy. Both large firms and SMEs rate improving
current technology as the type of technological change most important to their business strategy,
with scores of 3.8 and 3.6 respectively. Large firms rate using others’ technology as next in
importance (3.5). Both these factors are rated higher by large firms than by SMEs. Developing
new technology and refining others’ technology are viewed as important by both large firms and
SMEs, but less so than improving current technology.

It is possible to compare these results with the results of Baldwin and colleagues (1994)
for growing SMEs from a similar question. Growing SMEs also favour improving current
technology above other strategies. In order of importance, firms prefer using technology
developed by others, developing new technology, and refining the technology of others.






22 Research Findings

............ Importance of Use of Production Inputs
(Average Score for all F+

Cutting Labour Costs

Using Materials More Efficiently

Reducing Energy Costs

Using New Materials







24 Research Findings

management strategies, organizational structure and management incentives came second and
third, and just-in-time inventory and process control came last.

Management practices by size of firm

The ranking of management practices in order of importance is almost the same for the whole
sample of firms, for large firms, and for SMEs (see Figure 16 and Table A8). However, large
firms rank innovative organization structure higher than management incentives.

Both large firms and SMEs value total quality management over all other management
practices, with scores of 3.8 and 3.7, respectively. Large firms rank process control and innovative
organizational structure equally (3.7), followed by management incentives (3.5), just-in-time
inventory control (3.2), and intellectual property management (2.8). In contrast, SMEs score
process control at 3.6, both innovative organizational structure and management incentives at 3.4,
just-in-time inventory control at 3.3, and intellectual property management at 2.7. In conclusion,
both large firms and SMEs rank total quality management the highest of management practices,
but consider other management practices almost as important. Large firms consider innovative
organizational structure more important than SMEs do.

Figure 16

Importance of Management Practices
(Average Score by size of firms)

Total Quality Management —_l

Process Control

Management Incentives

Organizational Structure —_‘
Just-in-time Inventory Control —
Intellectual Property Management I——\ ‘

0 1 2 3 4
EsMEs 1 Large Firms |




Fesearch Findings

!“ﬁ! ITTPUSTHUTT VY UCTUPTITOTIAT YTOMPIE U A A
Of BT AT T T e ETT DT O e S oA AN T eI Pro OO S ATe S AT OtTe
)

/
/

)

I

/




26 Research Findings

Figure 18
Workforce Breakdown
(Percent of Total Employment, by Size of Firm)

Production —_‘

Other

Professional/Technical _—\

Sales

Executive/Management

Part-to-Full Time

0 10 20 30 40
BEsSsMEs [ Large Firms

Figure 19 shows the percentage of employees receiving training in SMEs and large firms.
In large firms, all categories of employees except professionals received more training than they
would in SMEs. The differences are substantial: 29.5 percent and 42.1 percent of production
employees, in SMEs and large firms respectively, received training. The remaining statistics, for
SMEs and large firms, are: professional and technical employees, 46.4 percent and 45.9 percent;
sales employees, 39 percent and 52.2 percent; executives and management employees, 42.1
percent and 47.6 percent; and other employees, 36.3 percent and 44 percent. The amount of time

Figure 19

Employee Receiving Training, 1993
(26 of employees, by Occupational Groups and Size of Firms)
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* Percent of work time spent in informal training
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spent in informal training is approximately the same in SMEs and large firms, at 10.3 percent and
9.7 percent respectively.

In conclusion, SMEs generally offer their employees less formal training than large firms
do, but approximately the same amount of informal training.

Human resources strateglfirms were asked to rate the importance of continuous staff
training, innovative compensation packages, and other forms of staff motivation. Figure 20 shows
that, for firms of all sizes, continuous staff training is the most important human resources
strategy, with a score of 3.9, followed closely by other forms of staff motivation (3.7), and
innovative compensation packages (3.4).

Figure 20

Human Resource Strategy
(Average Score for all Firms)

Continuous Staff Training

Staff Motivation in Other Ways

Innovative Compensation Package

In Baldwin’s 1994 study of growing SMESs, other forms of staff motivation received the
highest score, followed by staff training and innovative compensation packages.

Human resources strategy by size of fitrarge firms and SMEs are about the same in the
priority they give to staff training, innovative compensation packages, and other forms of staff
motivation. Large firms consider continuous staff training crucial (score of 4.0); SMEs scored this
category at 3.7. Large firms and SMEs give staff motivation almost the same score (3.6 and 3.7
respectively). Innovative compensation packages are scored at 3.5 by large firms and 3.3 by SMEs
(see Figure 21).
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Figure 21

Human Resource Strategy
(Average Score by Size of Firms)

Continuous Staff Training —
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In conclusion, large firms and SMEs both emphasize continuous staff training, but large
firms rate it higher than staff motivation and SMEs rate it equal to staff motivation.

3.6 Innovation capability

Innovation is a key element in the growth and competitiveness of a firm. Yet the capacity to
innovate — that is, create new products and production processes — comes from sources both
inside and outside the firm. Internal sources include the R&D unit, the production unit and
management. The external sources include affiliated firms, competitors, suppliers, and customers
(see Figure 22).

Figure 22
Sources of Innovation
Innovation
Internal Sources External Sources

Contracts, Customers,
Affiliated Firms,
Competitors, Suppliers,
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R&ID Unit, Production
Unit, Management







30 Research Findings

Figure 24
Sources of Product Innovation
(Average Score by Size of Firms)
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The study by Baldwin and colleagues (1994) of growing SMEs found a similar pattern for
the sources of product innovation: customers and management come first, followed by suppliers.
However, growing SMEs rated the R&D unit toward the bottom of the scale, along with parent or
affiliated firms and licensed intellectual property. More successful growing SMEs placed more
emphasis on the production and R&D units, parent or affiliated firms, and licensed Canadian and
foreign intellectual property as sources of product innovation.

Sources of process innovation

The relative importance of various sources of process innovation differs slightly from that of
product innovation. Management is the most important source, with a score of 3.7, followed by
the production unit (3.5), customers (3.4), suppliers (3.2), the R&D unit (3.1), parent or affiliated
firms (2.9), competitors (2.7), and contracting out (2.6). The least important sources of process
innovation are licensed Canadian and foreign intellectual property, and government contracts (see
Figure 25).
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In conclusion, SMEs and large firms both look to managers, customers, the production
unit, the R&D unit, and suppliers for process information, although large firms put more emphasis
on licensed Canadian and foreign intellectual property.

The study by Baldwin and colleagues (1994) of growing SMEs showed a similar ranking
for sources of process innovation, with customers, management, and suppliers on top. As with
product innovation, more successful growing SMEs put more emphasis on the production and
R&D units, and licensed Canadian and foreign intellectual property.

3.7 Government programs

From a policy perspective, it is important how much firms use government programs and how
important government programs are to them.

Use of government programs

Figure 27 shows the percentage of all firms in the sample that use different types of government
programs. Seventy-four percent are involved in government procurement, 73 percent use
government export incentives and services, 73 percent use government industrial support (which
includes regional, technology, and development programs), 61 percent use government market
information services, 51 percent use government training programs, and 50 percent use
government R&D tax incentives.

Figure 27

Use of Government Programs
(Percent of all firms)
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As Figure 28 shows, SMEs differ substantially from large firms in use of government
programs. In all categories, SMEs are more likely to use government programs. Procurement is
the program SMEs use most — 82 percent report using procurement, whereas 63.4 percent of
large firms report using it. Seventy-eight percent of SMEs report using export incentives, but
substantially fewer large firms (66.7%) use them. Next in importance are industrial programs,
which are used by 77.7% of SMEs and 65.3% of large firms. Market information is used by
69.7% of SMEs and 49.5% of large firms. Almost 60% of SMEs make use of R&D tax credits
and training programs. Fewer large firms (37.1%) in the sample use R&D tax credits and 40.2%
use government training programs compared with 59.2% of SMEs.

Figure 28
Use of Government Programs
(Percent by Size of Firm)
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Importance of government programs

Firms score R&D tax incentives the highest (3.4), although many were less likely to use tax
credits than other programs. This is followed by government procurement (3.0), industrial
support (3.0), export incentives (2.9), training (2.8) and, lastly, market information services (2.6)
(see Figure 29).
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Figure 29

Importance of Government Programs
(Average score for all firms)
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Large firms rate procurement, industrial programs, and export incentives equally, with
scores of 2.9 each, followed by training and market information each with scores of 2.6.

In conclusion, SMEs consider most government programs to be important for their growth
and score government programs more highly than large firms. Large firms consider government
programs in the slightly important to important range. For both SMEs and large firms, R&D tax
incentives are the government programs most important to business growth, although R&D tax
credits are used by fewer firms than other programs.

These results contrast with the findings of Baldwin’s 1994 study of growing SMEs, in
which training received the highest rating, government procurement, market information, and
industrial support programs followed, and R&D tax and export incentives came last. However, the
difference in perception between the less successful and the more successful growing SMEs with
respect to government programs is interesting. The more successful growing SMEs rated R&D tax
incentives and export incentives as much more important, and government training and
procurement programs were negatively related to success.



4. CONCLUSION

This study finds important similarities in the behaviour of SMEs and large firms:

SMEs:

Both large firms and SMEs perceive the four most important influences on their
competitive position to be: product quality, customer service, flexibility, and range of
products. Both large firms and SMEs consider their relative performance in these areas to
be somewhat better or better than that of their competitors.

For both SMEs and large firms, growth is influenced most by management, marketing, and
employee morale. However, other important influences on growth are: access to capital
and markets, ability to adopt technology, and organizational culture. Government
assistance is considered the least important influence on growth.

SMEs and large firms differ little in their business strategy. Market share and new

products are important to the business strategy of both large firms and SMEs, as are
technological change, efficient use of inputs, management practices, and human resources
strategy.

For both large firms and SMEs, customers and managers are the most important sources of
product innovation, followed by the R&D unit, the production unit, and suppliers. For
process innovation, managers and the production unit are the most important sources,
followed by customers and the R&D unit.

This study has also identified the following important differences between large firms and

Large firms are much more likely than SMEs to pursue linkages with other firms through
strategic partnerships, joint ventures, and strategic alliances. Therefore, SMEs may expand
their scope to explore linkages with other firms, depending on the advantages these
arrangements would have.

The proportion of small firms using government programs is greater than the proportion of
large firms, although use of government programs is widespread among firms of all sizes.
Sixty percent or more of SMEs use some type of government program, and SMEs attach
slightly more importance to all types of government programs. SMEs consider R&D tax
credits and government training programs very important, more than large firms do. They
also consider industrial programs and procurement important. SMEs attach less
significance to market information services and export incentives supplied by government,
although these services are influential.
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° Large firms perceive organizational culture and skilled labour as more important growth
factors than SMEs do. Large firms also consider innovative organizational structure to be
more important to overall management practices than SMEs do.

o In general, large firms consider the use of production inputs to be more important in their
overall strategies than SMEs do.

o More employees in large firms than in SMEs receive formal training, except professionals,
who receive approximately equal training. Employees spend equal time in informal
training in SMEs and large firms, approximately 10 percent of work time.

° Large firms consider licensing of intellectual property as a more important source of both
product and process innovation than SMEs do.

In conclusion, SMEs and large firms follow generally similar business strategies.
Management and marketing, access to capital, access to markets, and ability to adopt technology
are perceived as the most important growth factors, and government assistance the least
important, for both SMEs and large firms.

The results presented in this paper imply, therefore, that government policies should focus
on making the business climate right. Sound macro-economic policies and fair, efficient market
framework policies do much to help both large firms and SMEs to become more competitive and
prosperous, and to create more jobs.

However, some important differences between SMEs and large firms’ business strategies
indicate that some specific government interventions might be warranted. First, large firms focus
more on their employees within their overall business strategy. More large firms perceive skilled
labour as an important factor, and more large firms offer their employees formal training, than
SMEs do. In this context, government training programs could be an important help to SMEs.

Second, large firms are also more likely to enter into strategic partnerships, joint ventures,
and strategic alliances with other firms. SMEs could, therefore, benefit from further exploration of
possible linkages with other firms. In this area, government can be useful by facilitating such
linkages at both the national or international levels.

Finally, licensing of intellectual property is more important as a source of innovation for
large firms. SMEs could, therefore, benefit from further study of these sources of innovation.
Government could act as a facilitator here also.

The evidence presented in this paper indicates that a government policy focus on SMEs is
warranted. Although SMEs rank government assistance as the least important growth factor, they
use government programs more intensively than large firms do, and generally rate them as more
important to their overall business strategy.
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APPENDIX A: TABLES

Table Al
Importance to alliances of acquiring intellectual property (by size of firm)
Type of intellectual Total <500 > 500 employees Significance of difference
property employees
Patents 2.8 3.2 2.5 —
Trademarks 2.9 3.2 2.8 —
Copyrights 2.4 2.7 2.2 —
Trade secrets or 4.2 4.2 4.1 —
know-how
Table A2
Importance to alliances of selling intellectual property (by size of firm)
Type of intellectual Total < 500 employees > 500 Significance of difference
property employees
Patents 3.0 3.1 2.8 —
Trademarks 2.6 2.3 2.9 —
Copyrights 2.7 1.8 3.2 e
Trade secrets or 4.0 4.3 3.8 —_
know-how

*** indicates significance at the 95% confidence interval,
** at 90%,;
* at 80%; and
— indicates not significant.
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Table A3
Perceived competitive position (by size of firm)
< 500 employees > 500 employees Significance of
difference

Product quality 4.0 3.9 *

Customer service 4.0 3.8 i
Flexibility 3.9 3.8 —
Range of products 3.9 3.7 *

Employee skills 3.6 3.6 —
New products 35 3.5 —
R&D 3.4 3.4 —
Labour climate 3.4 3.5 —
Product price 3.2 3.3 —
Production costs 3.2 3.3 —

*** indicates significance at the 95% confidence interval,
**at 90%;
* at 80%; and
— indicates not significant.
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Appendix A: Tables
Table A4
Factors perceived to aid growth (by size of firm)
< 500 employees > 500 employees Significance of
difference

Management skills 4.0 4.0 —_
Marketing capability 3.8 3.8 —_
Employee morale 3.8 3.8 —_
Access to markets 3.6 3.8 o
Access to capital 3.7 3.5 *

Ability to adopt technology 3.6 3.7 —_
Organizational culture 3.5 3.7 *%
Skilled labour 34 3.7 *okk
Cost of capital 3.4 3.2 —_
R&D 3.2 3.1 —
Intellectual property rights 2.4 2.6 —_
Government assistance 2.1 2.0 —

*** indicates significance at the 95% confidence interval,
**at 90%;
* at 80%; and
— indicates not significant.
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Table A5

Importance of markets and products (by size of firm)

< 500 employees

> 500 employees

Significance of

difference
Market share 4.0 4.1 —_
New products, current markets 3.8 3.8 -
Current products, new markets 3.6 3.4 *
New products, new markets 3.4 3.2 *
Table A6

Importance of technology (by size of firm)

< 500 employees

> 500 employees

Significance of
difference

Improving current technology
Using others’ technology
Developing new technology

Refining others’ technology

3.6
3.2
3.2
3.2

3.8
3.5
3.2
3.3

*%*

*k%k

*** indicates significance at the 95% confidence interval,

**at 90%;
* at 80%; and
— indicates not significant.
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Table A7
Importance of use of production inputs (by size of firm)
<500 employees > 500 employees Significance of differerjice
Cutting labour costs 3.6 3.8 b
Using materials efficiently 3.4 3.6 *k
Using new materials 3.0 2.9 —
Reducing energy costs 29 3.2 Kokk
Table A8
Importance of management practices (by size of firm)
< 500 employees > 500 employees Significance of
difference
Total quality management 3.7 3.8 —_
Process control 3.6 3.7 —_
Innovative organizational structure 3.4 3.7 *%
Management incentives 34 3.5 —_
Just-in-time inventory control 3.3 3.2 —_
Intellectual property management 2.7 2.8 —_

*** indicates significance at the 95% confidence interval,
** at 90%;
* at 80%; and
— indicates not significant.
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Table A9

Human resources strategy (by size of firm)

< 500 employees

> 500 employees

Significance of

difference
Continuous staff training 3.7 4.0 *xk
Other forms of staff motivation 3.7 3.6 -
Innovative compensation package 3.3 35 *%
Table A10

Sources of product innovation (by size of firm)

Customers

Managers

R&D unit

Suppliers

Production unit

Parent or affiliated firms
Competing firms

Contracting out

Canadian intellectual property
Foreign intellectual property

Government contracts

< 500 employees

> 500 employees

Significance of
difference

3.7
3.7
3.5
3.3
3.2
3.0
2.9
2.7
2.2
2.1
2.1

3.6
3.5
3.2
3.3
3.3
2.9
2.8
2.7
2.6
2.6
2.0

*%*

K%k

K%k

*** indicates significance at the 95% confidence interval,

** - at 90%:
* at 80%; and

— indicates not significant.
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Table A1l
Sources of process innovation (by size of firm)
< 500 employees > 500 employees Significance of
difference
Managers 3.7 3.6 —_
Production unit 3.5 3.6 —
Customers 3.4 3.4 —
R&D unit 3.2 3.1 _
Suppliers 3.1 3.2 —
Parent or affiliated firms 2.9 2.8 —
Competitors 27 27 _
Contracting out 25 2.8 *okk
Canadian intellectual property 1.9 2.4 *kk
Foreign intellectual property 1.9 2.3 Hkk
Government contracts 2.0 1.7 *
Table A12
Importance of government programs (by size of firm)
< 500 employees > 500 employees Significance of
difference
R&D tax incentives 3.6 3.3 **
Procurement 3.2 29 —
Industrial support 3.2 2.9 —
Export incentives and services 2.9 2.9 —_
Training programs 3.1 2.6 *kk
Market information services 2.7 2.6 —_

*** indicates significance at the 95% confidence interval,
** at 90%;
* at 80%; and
— indicates not significant.
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About This Survey

>

) 4

e

Industry Canada has asked Abt Associates to conduct a survey among a cross-section of
Canadian businesses and organizations.

The objective of the study is to obtain information on the relationships among different types of
investments. Of primary interest are investments in:

. physical capital;

. human resources;

. research and development;

. construction and infrastructure.

Understanding the nature of the interrelationships among these different investment categories
will assist Industry Canada in formulating policies to stimulate investment.

Your participation will help to ensure the results of the study are representative of all types of
organizations.

Please be assured that sensitive business information is protected under the provisions of
section 20 of the Access to Information Act. Any information collected by the survey which
would qualify for protection under section 20 of the Act will be treated in a confidential manner.

Participation in this survey is voluntary. Your cooperation in completing the form, however, is
vital for statistical information to be useful and valuable.

If you have any questxons about the survey or the questlonnalre please caIl our Survey
R A G St T R i T

" RN

Instructions for Completing the Questionnaire

>

The name of the organization for which you are to report is shown on the front cover of this
questionnaire.

Please answer for all parts of this organization in Canada. For example, if your organization
operates from two or more locations in Canada please provide information for all of these
locations.

Please answer each question which applies to your organization. IF ACTUAL FIGURES ARE
NOT AVAILABLE FOR NUMBER OF EMPLOYEES TRAINED OR FOR MONEY SPENT ON
SPECIFIC TYPES OF EXPENDITURES, PLEASE PROVIDE ESTIMATES. Take note of the
text that appears at the foot of some pages of the questionnaire which explains certain terms
used.

Once you have completed the questionnaire, please seal it in the postage-paid envelope
provided and mail the envelope back to Abt Associates. Thank you for your cooperation.

Abt Associates of Canada/BE043 2



1. Is your company controlled by a parent company?
Yes..onnnnnn. 0 No.......c...... |0 GO TO QUESTION 4
2. What is the legal name of the parent company? (WRITE IN BELOW)

NAME OF PARENT COMPANY

3. What is the location of the parent company?
CANADA........oeeaiaaaanee, O
UNITED STATES ............. 0O
OTHER (SPECIFY)

4-a)  Has your company been acquired during the last three (3) years?

S-a)  Inthe past three (3) years has your company been involved in any:

Strategic partnerships? D (. T O No..ooeoeeeee O
Joint ventures? Yes...ooooeneeene O [+ ORI O
Strategic alliances? Yes..vvrirrenne. O No..ooerreene |

IF NO TO ALL IN QUESTION 5-a), SKIP TO QUESTION 6

Abt Associates of Canada/BE043
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tive to main competitors, our
competitive position is:

5-b)

5-¢)

Was the acquisition, sale or licensing of intellectual property a factor involved in the decision to
form a strategic alliance, partnership or joint venture?

Please indicate the importance of the types of intellectual property shown below in the decision
to form a strategic alliance, partnership or joint venture.

ACQUIRED OR LICENCED
FROM OTHER FIRMS

SOLD OR LICENCED TO OTHER FIRMS
Patenls.....coceorieereemierainaneereratnssrerernensasrsssssaneaenssasss
Trademarks ....cceeeveeeerreemrererrnrsresrsoserenessassarsensacsanaeas

COPYTIZALS .ottt senesane

Trade secretsS/Know-hoW........eveeiierieiiceireeieinreireneens

Please assess your firm’s competxtwe position in relation to your main competxtors for each of

the elements listed helo

=what About Somewhat Much | Not app-
rse  thesame  better  better | licable
] O a a O
1 O a a O
] a a O O
1 O O 8 O
B a c O a
] a 8 O O
1 a ] O O
3 (] 0 O 0
] a a O 0
1 [ 0 0 O

O GO TO QUESTION 6

Importance to decision

Not Slightly Very Not app-
important important Important important Crucial | licable
O O a a a a
O O 0 [ d ]
&l Q3 O O I I
d 0 O O a 0
Importance to decision

Not Slightly Very Not app-
important important Important important Crucial | licable
O O o o ol o
d a ] O a |
O O ad [ Ll O
O O ] (] & |

Price of products (goods and services)........ccecceu...
Quality of products (goods and services) ...............
CUSTIOMET SEIVICES....cuvmrerirsessnraresireessssosseassnsnnanee
Range of products (goods and services)................

Frequency of introduction of new products
(g00ds and SETVICES) ....c.ccevrvmirinsvnerenierarneiesesiasenans

Flexibility in responding to customers’ needs.......
Costs of producCtion..........eecevveeererereesssensiessseciaeane
Spending on research and development.................
Labour climate.........cccceeeiinimerrimicienssnsssseereesnnsssenss

Skill levels of employees.......ccoovericoneriiriiinecerennne

4 Abt Associates of Canada/BE043

Much
worse

Ooo0oo0oo0oo0o Ooo0ooo0oao

Rela

Son
Wi

{
{
{
[
[

e s T —



7-b)

7-a)

Marketing capabilify.......cccccorvececverccenrecerrennreneenne
Access tO MArkets .........ceeeverveeveceecrerernevrnvesnsernrenees
Organizational culture .........cccoceeveeeveeecsiesieeverennenne

Employee morale..........ccccouvreeveeeveeeeeceeecernerenenne

And what is your assessment of the relative importance of these factors for growth of your

Please provide your assessment of the relative importance of the factors listed below for the
growth of your company during the PAST 5 YEARS.

Management skills.......ccoocoivireeeriiiieeeeerecren,
Research and development capability ...................
Ability to adopt technology ........cccceevevrecerrennnnnne.
Skilled labour............... T PUP
Access to Capital ......ccoeeeveeerieerreesiinsacseereereenraeans
Cost of capital.........ccccvvieeeeernnrverercnrreneesserisserenens
Intellectual properiy TghLS.coreriecenrereeceeieeee e,

Government assiStANCE ......cccreecanrsnennae

company over the NEXT 5§ YEARS?

Management skills.........ccoeecininnninnccirccininceen.
Research and development capability ...................
Ability to adopt technology .......ccccoveevcerecenenencnne.
Skilled 1abour.......ccoireriimirniiiinsnreene
Access to capital .......oooecvvreeiiieiccceeeeeereans
Cost of capital.......cccoovcverrrrccrreercnrerrcecencessssnssenesns
Intellectual property rights.......cccovvevininicnncncens
Government assiStance .......ccccveoiiiiercricsnreseersssns
Marketing capability.........cocecviccnierrennscnniiiniee
Access t0 Markets ......coovvevnecininicnineneceeanes
Organizational culture ..........ccooeevrnensicrcnnnirnens

Employee morale .......cccoeirieircennnirrceecccnnireene

Importance for growth of company

Not
important

Slighty Very
important Important important Crucial

Not app-
licable

0
a

O 0 c a

1ToDo0O000D0
!
TooOoo00o0
|
Tooooaoao
{
ToO00000

i

A 000000

'

1T 000000

0O00ag
0000
00O0OOo
Eujguie

Importance for growth of company

Not
important

Slightly Very
important Important important Crucial

Not app-
licable

Abt Associates of Canada/BE043
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8. Please specify your firm’s overall business strategy by indicating the importance of the selected

~eE man

At rpu s oeeo e

D HIIIIIIIIIIIIII
a O O
O O O
a 0 O
O O jul
a a 0
a O O
O [ a
‘O O O
O O O
O d O
a 0 O
a O O
O O O
O O O
O O (|
O O a
O | g
a O O
O O O
O O a
O O a
O O a
ed which ensures
luct free of non-
ovement involving:
leveloped strategic
1g and maintaining_
vities.

Marketesrdiproducts
Maintaining market share.. . O
Introducing new products (goods and
services) in present markets .........coeeveecincceeceinennn. O [ O
Introducing current products (goods and
services) in new markets.........cooeceeecueievreenrrneerasnns | |
Introducing new products (goods and
services) in new Mmarkets.......ccccveveeeeeevicreveesrersnenees (] (] O
Technology
Developing new technology.........ccceureeererrerennnns O | O
Further refining a technology
developed by others .......cooveeevvniccrvenrcercnicnecens O 0 O
Using technology developed by others................ ] a ]
Improving own existing technology ..........cccveeueu. a O O
Use of production inputs
Using new materials.......cococeveveveernveerereiserrivesnnanns (] O O
Using existing materials more efficiently............ 0 a 0
Cutting 1aboUr COSES ....evvrivireeeirrierererierreeteetranenenns d a a
Reducing energy COSLS ...ocvvameririrueisceniosarerensansenes | a a
Management practices
Improving management incentives
through compensation schemes .........cc.ccceunnenee. O O O
Innovative organizational stucture...........cc.o......... O ] O
Just-in-time inventory control.........c.ccccoeevreveene, d 4 0
Process CONTOL ......cocevcreerereccreneeeresiesisnessassensenasas O O O
Total quality management...........cocecveeneeurreceenes O ] O
Improved intellectual property management ....... 0 H| ()
Human resources strategy
Continuous staff training........cccoveuveercereervenersessenns d d (]
Innovative compensation package .........cc.ceeceuereene ad dJ a
Staff motiviation in other ways.......ccceceeerevrveeenenes O a O
Others (PLEASE SPECIFY)..cc.cccveirenveernnnenenraanee
O ] O
d O 0

Process Control: A mechanism by which a production process is achiex
efficient production in an economical, timely fashion, resulting in a proc
conformance.

Total Quality Management: A commitment to continuous quality impr
all levels of management and employees, a clear quality policy, a well-c
quality plan, and the application of principles and procedures for reachis
quality excellence.

Continuous Staff Training: Include both on-the-job and off-the-job act

Abt Associates of Canada/BE043



9-a)

9-b)

Listed below are some potential sources for Product (goods and services) Innovation. Please

rate the importance of each for your firm.

Research and development unit...............coouvenen...
Production unit.............ccoovveeeiievnicceeieeee e
Contracting out .......cccoocrevemrreecreee e
Management ..........cooeiiievinincriencnree e seeen e
Parent or affiliated firms..........ccocuveecerrercererrrinene

Licensing Canadian intellectual property/
KNOW-NOW ..ottt

Licensing foreign intellectual property/
KNOW-BOW ....oniiiiiiricicteercnrenene s veranaens

Government CONTACES.......cccocvereeeriveesrireesseserennenes
COMPELLOTS ....oeoreeecerrerinrereereesresnssessssrensessssessosees
CUSLOMETS ....ccveerercrerrereesserresasresesserensonsesessssenensane
SUPPHETS c..covirriirectisicntccercerecerrsseseseeseeasersnennes
Other (PLEASE SPECIFY)

Importance of source for product innovation

Not Slightly Very Not app-
important important Important important Crucial | licable
a O a O O O
g 4 [ d 0 a
a O a O O .}
O O O a O O
O O a a a a
a a ] a 0 (]
O O O O a 4
O a O O a a
O O O a O 0O
a O O a O O
O a a O a O
a O O a 0 [

Considering Process Innovations in your firm, please rate the importance of each of these

potential sources.

Research and development unit...........cccccrvenennnn..

Production Unit.........c.corveeeiiveneeeiineerireecereneeesneeens

Contracting out .........ceccveeiereesvrrnrinresescesennresaseeas

Management ..........ccovccvvieercerr e seesrenseserens
Parent or affiliated firms........cccceecvveerrmrercenrennnenns

Licensing Canadian intellectual property/
KNOW-ROW ..ottt s aeneas

Licensing foreign intellectual property/
Know-how ...t

GOVernment CONTACES........ceveeeerreseesarsessassarsneseeses
L6003111 011 £1 14" s SNV
CUSIOMETS ..oeverneceererrctrcsmiccnnecornesnessessancosesensnnnans
SUPPLELS ..ottt ee s ssaesesree st sens
Other (PLEASE SPECIFY)

Importance of source for process innovation

Not Slightly Very Not app-
important important Important important Crucial | licable
O O a 0 O a
g 0 O O 0 g
a O O 4 ad O
O O 0 a O d
g O O O O ()
| O & d 0 O
| O O O O |
O O a O O O
o 0 o o O O
o ) O g a a
d d g | O O
[ a O (] a a

lmprovements to exzstmg ones.

Product Innovation involves the development of new goods and services or

Process Innovation involves changes and improvements to the production process.

Abt Associates of Canada/BE043
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Listed bel es of government programs and services. For each, please indicate if | For office
rogram. ot service in the last three {3) ve . Juseonly =

f ﬂl#ﬁlllllllllllﬂ‘ Vi N
!!m??}ﬂ!,ﬁ,,." al “““HHHHHH WN Vll|lm.ﬁﬁmﬁm.

10-a)

| H'!J!LMHHMNW

fffffffffffffffffffffffffffffffffffffff il
i | i
e

‘ Governmert incustria® support (e.g. regional,
| O O O tech and development programs).......ccccccovervrenecnes O 0O M

Government procurement (purchases of
O a O gl 200ds and SErVICES).......ccvrrverrrrrerererenrrereesenssresennns 0O O |

Government research and development
O O a O LAX INCENLIVES ...oveereieerermererasisessonsressossnrrasssasansasssssses O 0O O

nal groups listed below for the 1. How many people were in your company in each of the occupatic
three years indicated?

1992 1993 Full Time 1991

Executive/Managerial.........c..cccocvnmirvninencnrnnnencnees

Professional/Technical........ccccocvveiviieeercnirvenneiericnnneenes

PrOAQUCHION. ... . cieeeereevnicersrecessresesereesssnsssnsrssrassancesnsrass .

All other 0cCUPAHONS ......cotrutrrereirirenrerrrrarsssesiesernens

TOTAL FULL TIME EMPLOYEES..........ccccveuennne.

92 1993 Part Time 1991 19
TOTAL PART TIME EMPLOYEES ..........ccccceevineneene

AR YEAR INDICATED PLEASE REPORT FOR YOUR FISCAL YEAR ENDING IN THE CALEND:
ind review of firm’s Executive/Managerial: Occupations which involve the development
n. policy, organizing and directing the major functions of the organizatic
college diploma in a Professional/Technical: Occupations requiring a university degree or
on, health-related specific field or discipline. Examples are science, engineering, educati
ind technologists in disciplines, commerce, economics, law and social work. Technicians :
science, engineering and medicine.
,,,,,,,,,,,,,,,, P

it =111
i il ||||||||u ,[[ I W T i UM |
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12. What was your payroll for each of the occupational groups listed below for the three years

indicated? (to nearest $1,000)

Full Time

Executive/Managerial..........ccooocereciininncnicnincesinnne

Professional/Technical.........ccoeervirirericeccnnreecesienieennnes

PrOdUCHION. . .ccoveiieeeeiii e erinrceeieeniesseseeersesstareessrareenens

All other 0ccUPAtIONS ....cccciveurererrirnireniececerreissrarerens

TOTAL FULL-TIME EMPLOYEE PAYROLL.............

i7CL LA P29z

ot

h
W&
.

(ROLL......cccc...  $ $ $

oth full and part time) in each occupational group received any

years indicated (see definition of training below)?

1991 1992 1993

.........................

.........................

.........................

.........................

.........................

11 time and part time) please provide an estimate of the
nt in informal training during the most recent fiscal year.

%o

1991

1992

For office
use only

1993

L T T T ]

ment takes the form of either formal programs or informal

instructor and have an identifiable structured plan designed
r on-the-job, in a classroom or a specially equipped training
f on-the-job experience and classroom instruction.

ther during or after work hours at either a company location

by working under normal work or production conditions
cer or under the direction of a supervisor.

13-a)

13-b)

Fart Time
TOTAL PART-TIME EMPLOYEE PAY

How many of your employees (b
formal training during the three

Executive/Managerial.......................
Professional/Technical......................

Production.......cceeeeeeevveiecrennennrncnnnennee

All other occupations..........ccoeeerveenes

TOTAL EMPLOYEES RECEIVING TF

For your total employees (both fu
percentage of total work-time spe

Percentage of total work-time spent
on informal training..............c........

Employee training and develop
programs:

Formal Programs: require an
to develop a worker’s skill eith
site, or through a combination ¢
Classroom instruction can be ei
or a post-secondary institution.

Informal training: is acquired
either with an experienced worl

Abt Associates of Canada/BEG43



14. Please provide total expenditures of your firm for each of the following categories (to nearest For office

$1,000): use only
1991 1992 1993
Market development............ccocvvieieeecicnienrerereseennns $ $ $
Research and development............ccccoovvevieencnnnneee. $ $ $
Material inputs for production ........ccoooveeicccrncninnnene. $ $ $
Buildings....coceeoeerieereeereseceirrcevees e enae e ens $ 3 $
Production machinery and equipment........................ $ $ $
Formal staff training (full time and part time staff)... $ $ 3
Other (SPECIFY) $ $ $
TOTAL EXPENDITURES.........coovvemuerericrinenmrnnneneenss $ $ $
i5. To reduce response burden for firms we have used published financial statements for many of

the key financial data we require. However, variation in the reporting of two key variables leaves
us with a requirement to obtain two lines from financial statements for your three (3) most recent
fiscal years.
Most Second most  Third most
recent FY recent FY recent FY

Fiscal year end date (YY-MM-DD)

Retained Earnings
(profits kept in the COMPANY)......cceecerrernvecressersecsenns

Capital Stock
{Common and preferred) .........cocceovevrrniccconcrinncorens

_ Thank you for respondmg to thls qu%‘tionnaire. Do you wish to obtain cC
~of the rwults of this study? i

TITLE:

ADDRESS:

(If different from that listed on front page)

Abt Associates of Canada/BE043 ' 10



If you have any additional comments, please write them here:




This survey is administered by:
Abt Associates of Canada
1075 Bay Street, 3rd Floor
Toronto, Ontario

MSS 2X5

Phone: 1-800-663-6023
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No.

No.
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No.

No.

No.

No.

No.
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INDUSTRY CANADA RESEARCH PUBLICATIONS

INDUSTRY CANADA WORKING PAPER SERIES

Economic Integration in North America: Trends in Foreign Direct Investment and
the Top 1,000 Firms Industry Canada, Micro-Economic Policy Analysis Staff
including John Knubley, Marc Legault and P. Someshwar Rao, 1994.

Canadian-Based Multinationals: An Analysis of Activities and Performance
Industry Canada, Micro-Economic Policy Analysis Staff including P. Someshwar Rao,
Marc Legault and Ashfag Ahmad, 1994.

International R&D Spillovers Between Industries in Canada and the United States
Jeffrey I. Bernstein, Carleton University and the National Bureau of Economic Research,
under contract with Industry Canada, 1994.

The Economic Impact of Mergers and Acquisitions on CorporationsGilles
Mcdougall, Micro-Economic Policy Analysis, Industry Canada, 1995.

Steppin' Out: An Analysis of Recent Graduates Into the Labour Market Ross
Finnie, School of Public Administration, Carleton University and Statistics Canada,
1995.

Measuring the Compliance Cost of Tax Expenditures: The Case of Research and
Development Incentives Sally Gunz, University of Waterloo, Alan Macnaughton,
University of Waterloo, and Karen Wensley, Ernst & Young, Toronto, under contract
with Industry Canada, 1996.

Governance Structure, Corporate Decision-Making and Firm Performance in
North America, P. Someshwar Rao and Clifton R. Lee-Sing, Micro-Economic Policy
Analysis, Industry Canada, 1996.

Foreign Direct Investment and APEC Economic Integration Ashfag Ahmad,
P. Someshwar Rao and Colleen Barnes, Micro-Economic Policy Analysis, Industry
Canada, 1996.

World Mandate Strategies for Canadian SubsidiariesJulian Birkinshaw, Institute of
International Business, Stockholm School of Economics, under contract with Industry
Canada, 1996.

R&D Productivity Growth in Canadian Communications Equipment and
Manufacturing, Jeffrey I. Bernstein, Carleton University and The National Bureau of
Economic Research, under contract with Industry Canada, 1996.



66 Industry Canada Publications Program

No. 11 Long-run Perspective on Canadian Regional Convergenc8erge Coulombe,
Department of Economics, University of Ottawa, and Frank C. Lee, Industry Canada,
1996.

No. 12 Implications of Technology and Imports on Employment and Wages in Canada
Frank C. Lee, Industry Canada, 1996.

No. 13 The Development of Strategic Alliances in Canadian Industries: A Micro Analysis,
Sunder Magun, Applied International Economics, 1996.

No. 14 Employment Performance in the Knowledge-Based Economurendra Gera,
Industry Canada, and Philippe Massé, Human Resources Development Canada, 1996.

No. 15 The Knowledge-Based Economy: Shifts in Industrial Output Surendra Gera,
Industry Canada, and Kurt Mang, Department of Finance, 1997.

No. 16 Business Strategies of SMEs and Large Firms in Canad&illes Mcdougall and
David Swimmer, Micro-Economic Policy Analysis, Industry Canada, 1997.

INDUSTRY CANADA DISCUSSION PAPER SERIES

No.1 Multinationals as Agents of Change: Setting a New Canadian Policy on Foreign
Direct Investment, Lorraine Eden, Carleton University, 1994.

No. 2 Technological Change and International Economic InstitutionsSylvia Ostry, Centre
for International Studies, University of Toronto, under contract with Industry Canada,
1995.

No. 3 Canadian Corporate Governance: Policy OptionsRonald. J. Daniels, Faculty of
Law, University of Toronto, and Randall Morck, Faculty of Business, University of
Alberta, 1996.

No. 4 Foreign Direct Investment and Market Framework Policies: Reducing Frictions in
APEC Policies on Competition and Intellectual Property Ronald Hirshhorn, 1996.

No.5 Industry Canada’s Foreign Investment Research: Messages and Policy

Implications, Ronald Hirshhorn, 1997.
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No.

No.

No.

No.

No.

No.

No.

No.

No.

No.
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INDUSTRY CANADA OCCASIONAL PAPER SERIES

Formal and Informal Investment Barriers in the G-7 Countries: The Country
Chapters, Industry Canada, Micro-Economic Policy Analysis Staff including Ashfaq
Ahmad, Colleen Barnes, John Knubley, Rosemary D. MacDonald and Christopher
Wilkie, 1994.

Formal and Informal Investment Barriers in the G-7 Countries: Summary and
Conclusions Industry Canada, Micro-Economic Policy Analysis Staff including Ashfaq
Ahmad, Colleen Barnes and John Knubley, 1994.

Business Development Initiatives of Multinational Subsidiaries in Canadalulian
Birkinshaw, University of Western Ontario, under contract with Industry Canada, 1995.

The Role of R&D Consortia in Technology Developmentinod Kumar, Research

Centre for Technology Management, Carleton University, and Sunder Magun, Centre for
Trade Policy and Law, University of Ottawa and Carleton University, under contract

with Industry Canada, 1995.

Gender Tracking in University Programs, Sid Gilbert, University of Guelph, and
Alan Pomfret, King's College, University of Western Ontario, 1995.

Competitiveness: Concepts and Measure®onald G. McFetridge, Department of
Economics, Carleton University, 1995.

Institutional Aspects of R&D Tax Incentives: The SR&ED Tax Credit G. Bruce
Doern, School of Public Administration, Carleton University, 1995.

Competition Policy as a Dimension of Economic Policy: A Comparative
Perspective Robert D. Anderson and S. Dev Khosla, Economics and International
Affairs Branch, Bureau of Competition Policy, Industry Canada, 1995.

Mechanisms and Practices for the Assessment of The Social and Cultural
Implications of Science and TechnologyLiora Salter, Osgoode Hall Law School,
University of Toronto, under contract with Industry Canada, 1995.

Science and Technology: Perspectives for Public Polidponald G. McFetridge,
Department of Economics, Carleton University, under contract with Industry Canada,
1995.

Endogenous Innovation and Growth: Implications for Canada Pierre Fortin,

Université du Québec a Montréal and the Canadian Institute for Advanced Research, and
Elhanan Helpman, Tel Aviv University and the Canadian Institute for Advanced
Research, under contract with Industry Canada, 1995.



68

Industry Canada Publications Program

No.

No.

No.

No.

No.

No.

11

12

13

14

15

16

The University-Industry Relationship in Science and TechnologyJéréme Doutriaux,

University of Ottawa, and Margaret Barker, Meg Barker Consulting, under contract with

Industry Canada, 1995.

Technology and the Economy: A Review of Some Critical RelationshipMichael
Gibbons, University of Sussex, under contract with Industry Canada, 1995.

Management Skills Development in CanadaKeith Newton, Industry Canada, 1995.

The Human Factor in Firm’s Performance: Management Strategies for
Productivity and Competitiveness in the Knowledge-Based Economifeith
Newton, Industry Canada, 1996.

Payroll Taxation and Employment: A Literature Survey, Joni Baran, Industry
Canada, 1996.

Sustainable Development: Concepts, Measures, Market and Policy Failures at the
Open Economy, Industry and Firm Levels,Philippe Crabbé, Institute for Research on
Environment and Economy, University of Ottawa, 1997.

JOINT PUBLICATIONS

Capital Budgeting in the Public Sectorin collaboration with the John Deutsch
Institute, Jack Mintz and Ross S. Preston eds., 1994.

Infrastructure and Competitiveness in collaboration with the John Deutsch Institute,
Jack Mintz and Ross S. Preston eds., 1994.

Getting the Green Light: Environmental Regulation and Investment in Canadain
collaboration with the C.D. Howe Institute, Jamie Benidickson, G. Bruce Doern and
Nancy Olewiler, 1994.

To obtain copies of documents published under theRESEARCH PUBLICATIONS
PROGRAM please contact:

Publications Officer

Micro-Economic Policy Analysis

Industry Canada

235 Queen Street, 5th Floor, West Tower

Ottawa, Ontario, K1A OH5

Telephone: (613) 952-5704 Fax: (613) 991-1261



