
Factors Affecting the Evolution of Manufacturing in Canada: An 

Historical Perspective 

 

 

 

 

Jaydeep Balakrishnan 

Janice B. Eliasson 

Operations Management Area 

Haskayne School of Business  

University of Calgary  

Calgary Alberta T2N 1N4 CANADA  

Ph: (403) 220 7844 Fax: (403) 210 3327  

Internet: Jaydeep.Balakrishnan@haskayne.ucalgary.ca 

Janice.Eliasson@haskayne.ucalgary.ca 

 

Timothy R.C. Sweet 

Revolve Business Consulting Ltd. 

30 Citadel Crest Link NW 

Calgary, Alberta T3G 4W4  CANADA 

www.revolveconsulting.com 

mailto:Jaydeep.Balakrishnan@haskayne.ucalgary.ca
mailto:Jaydeep.Balakrishnan@haskayne.ucalgary.ca


Factors Affecting the Evolution of Manufacturing in Canada: An Historical 

Perspective 



2 

Factors Affecting the Evolution of Manufacturing in Canada: An Historical 

Perspective1 

                                                 



3 



4 

 

Source: Government of  Canada  (http://atlas.nrcan.gc.ca) 

Figure 1: Current Political Map of Canada 

Unlike its neighbour, the U.S. which began as a country whose economy was based upon 

agriculture,  Canada began as a commodity-based colony (Pomfret, 1981, p. 7). Fish, fur and timber 

were harvested and shipped back to France or the U.K.  As early as the sixteenth century, European 

countries had fisheries in Newfoundland on the east coast (See Figure 1), and trade had begun 

between the French fur traders and the natives along the St. Lawrence River (shown in Figure 1, but 

not labelled, flowing through Montreal, Quebec). By the mid-seventeenth century, the French fur 
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traders were using the Hudson‟s Bay (Figure 1) as an alternate trade route when the water was 

navigable. In 1670, fur traders formed the Hudson‟s Bay Company (still in existence as a major 

department store chain) and received a royal charter from the British government (Pomfret, 1981, p. 

10). The fur trade had a significant effect upon economic characteristics as its challenges were 

different from those of the fisheries. Its requisite organization for collecting goods and transporting 

them over long distances both increased overhead and promoted economies of scale. In addition, the 

trade was unpredictable and unstable due to vagaries in supply and demand. Demand was subject to 

abrupt shifts due to the whims of fashion such as the desire for beaver hats, which, in turn, caused 

major fluctuations in prices. Though the variation in the supply and the price paid for furs is not 

clearly understood (Rich, 1960, p. 23; Rotstein, 1977; Ray and Freeman, 1978), it is thought that 

fluctuation was at least in part due to political and environmental issues in addition to the demand 

issues.  

By the first half of the nineteenth century, timber replaced fur as Canada‟s leading export 

(Pomfret, 1981, p. 24). Wars in Europe had resulted in a disruption of the timber supply there. Thus, 

the U.K. gave its colonies, including Canada, favourable trade status in timber to encourage its 

export. Consequently, Quebec City (north east of Montreal, shown as Quebec in Figure 1) and Saint 

John, New Brunswick (see Figure 2)  not only became centres for the timber trade but also benefited 

from related industries such as shipbuilding.   

As added incentive, the timber trade and human settlement were complementary while fur 

trading and settlement were not. The fur traders needed forests for certain fur bearing animals and 

settlement meant the destruction of forests. However, land cleared of timber could be used for 

agriculture if fertile. As well, ships carrying timber to Europe could, instead of returning empty to 

Canada, offer cheap fares to people who wished to escape poverty, especially in the U.K. and Ireland. 

Thus, the population growth of British North America (as Canada was known before it ceased being a 

colony and achieved Dominion status at Confederation in 1867) between 1820 and the middle of the 
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century was facilitated by timber exports (Urquhart and Buckley, 1965, p. 14; Easterbrook and 

Aitken, 1956, p. 239, p. 274).  However, by 1860 the U.K. had completely eliminated timber tariffs, 

thus reducing the advantage Canada had as a colony. The advent of the iron and steel age and their 

increased use in building and manufacturing also had a detrimental effect on the timber trade.  

However, the decrease in the cross-Atlantic trade due to these factors was more than offset by the 

increase in trade with the U.S. where the rapidly growing American population was driving demand 

for construction timber.  The American  railways were able to provide cheap transportation and trade 

agreements with the U.S. offered preference to Canada (Pomfret, 1981,  p. 26). 

 

The Beginnings of Industrialization in Canada 

Prior to the nineteenth century, mass manufacturing as we know it today did not exist. 

Products were usually custom made by skilled artisans who had spent many years in apprenticeship. 

Each product was unique, with no two exactly the same. Trades or guilds established standard 

apprenticeship programs. In turn, 
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This cottage industry approach to 

manufacturing, however,  began to change at the beginning of the nineteenth century.



8 



9 

Source: Historical Atlas of Canada (   

Figure 2: Industrial map of Canada in 1871 

 

 

Source: Historical Atlas of Canada (   

Industrial map of Canada in 1891
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To foster the export of manufactured goods, Canada entered into preferential trade 

agreements with the U.K. and the U.S in the nineteenth century.  Agreements with the U.K.  that 

lasted till the 1840s were effective for both countries, as Canada did not have many industries to 

protect.  Besides, the U.K. was the most efficient producer of nearly all manufactured goods and had 

nothing to fear from Canada (Pomfret, 1981, p. 75). At the same time such agreements gave 

preferential access for Canadian raw material exports such as timber. However, in 1846 the U.K. had 

repealed the protective tariffs on products from countries in the British Empire and it no longer 

accorded advantageous customs duties to Canadian agricultural products.   With a small domestic 

market, Canada looked to the U.S., with which it tried to sign a reciprocity treaty (though the U.S. 

was initially reluctant) as Canada believed that it would improve economic trade between the two 

countries (Historica, 2006).   

The Reciprocity Treaty with the U.S. was finally ratified in February, 1855 in exchange for 

granting American fishermen access to Canada‟s coastal waters (Historica, 2006; Officer and Smith, 

1968). It included a comprehensive list of natural resource products including iron ore, but the 

agreement excluded manufactured goods (Pomfret, 1981, p. 75). Economists are still divided as to 

how fruitful this agreement was due to its limited scope. Although trade between the U.S. and Canada 

boomed during this period, many economists do not (fully) credit the treaty with causing this boom. 

They note that at the same time as the agreement was in force, the rapid population increase in the 

U.S. Midwest resulted in demand for construction materials, railway products, and food (Masters, 

1963; Officer and Smith, 1968; Ankli, 1971). This accelerated demand would have helped the growth 

in trade, even without the treaty. The Civil War in the U.S. and cheaper railway transportation 

increased demand even further. However, fledgling Canadian industries, such as brewing and cheese 

manufacturing, failed to fully develop because of U.S. competition and did not do so until the 

Reciprocity Treaty ended in 1866 partly due to pressure from protectionist groups in the U.S. The 
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ending of the treaty was in a way responsible for Confederation as the separate colonies sought to 

create a more viable economic entity (Historica, 2006). Although the Canadian tariff protection that 

was in place for the remainder of the century helped some Canadian industries to develop, U.S. tariffs 

on imports also contributed to the underdevelopment of the manufacturing sector due to the small 

markets (Pomfret, 1981, p. 77). 

In 1850, the major Canadian manufacturing industries of flour milling, logging,  shipbuilding, 

and boots and shoes manufacturing, in that order, accounted for a total of 60% of the total 

manufacturing output.  Manufacturing represented about 18% of Canada‟s GNP by 1850.  The move 

from small-scale to large-scale industry in Canada substantially changed in the 1860s (Firestone, 

1960).  By 1871, the top six industries in Canada still included flour milling and boots and shoes 

manufacturing, but now included leather tanning (to make boots and shoes), machine manufacturing, 

wool spinning, and carriage production – most for domestic consumption (McDiarmid, 1946).  By 

1900, the major industries continued to be logging and flour milling but now also included meat 

packaging and butter and cheese production with manufacturing now constituting about 21% of GNP 

(Firestone, 1960). It appears that by 1900 Canada was relying less on resource-based industries such 

as timber and moving towards production of consumer goods such as dairy products, bread, and 

sugar.  The thirty largest plants produced 12% of Canada‟s manufacturing output, a substantial 

amount. At the same time, there was more diversification of manufacturing with the four leading 

industries producing only 29% of the country‟s total output as compared to the 60% in 1850  

(Pomfret, 1981, p. 124). 

Prior to the mid-nineteenth century, most of the production was still for domestic use.   By 

that time, Canada had companies making agricultural implements (Massey and Harris - later to merge 

and become Massey-Ferguson), distilleries and breweries (Hiram Walker and Sons, Seagrams, 

Labatt, and Molson), sugar refining factories, ship building, marine engine construction, foundries, 

and iron making. Although some exporting was done on a small scale starting in the 1800s, for most 
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companies it was not yet a major part of their business.  There were some exceptions: Molson‟s 

began exporting liquor to the U.K in the 1820s and exports became an important component of their 

business (Bliss, 1987, p. 228).  

Along with the development of industrialization in the latter half of the nineteenth century 

came labour organization, and many unions were founded at that time.  The development of labour 

relations in Canada was different from that of the U.S. for a variety of reasons including more 

decentralization in government, Canada‟s French heritage and its continued connections with the 

U.K. (Gunderson et al., 2001).  Even today, Canada remains more unionized than the U.S.  
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The twentieth century proved to be a dynamic era in shaping demographics and 

manufacturing in Canada. This period saw the gradual introduction of manufacturing to the West 

which was primarily related to agricultural activities. For example, the centre of Canada‟s cattle 

production moved to Southern Alberta from Quebec in the 1880s, with the first large abattoir in the 

west opening in Calgary, Alberta (Figure 1) in 1899. However, up until the last decades of the 

nineteenth century, settlement of the Canadian prairies (Manitoba, Saskatchewan, and Alberta) was 

very slow as the poor climatic conditions and unfavourable Canadian land policy encouraged 

emigration to the U.S. frontier (Pomfret, 1981, p. 147).  Most of western Canada was not even open 

for homesteading until 1872.  The government  offered a section of land for free with the only 

requirements being a ten dollar filing fee and proof that the land had been farmed within a few years.  

By 1900, the U.S. frontier was practically closed and the population of the Canadian Prairies  began 

to increase dramatically with a large influx of homesteaders. The creation of the CPR facilitated 

migration and expanded the population base, increasing demand for goods and services. However, 

with manufacturing primarily located in central Canada and with the Prairies relying almost solely on 

a wheat-based economy, economic diversification problems inevitably arose in the Prairies.  

Meanwhile, British Columbia was abundantly endowed with forests and, by the early 

twentieth century forestry had become a major export industry. The origin of forestry products‟ giant 

MacMillan Bloedel can be traced to the Powell River Trading Company in 1909 (Industry Canada, 

2004). The opening of the Panama Canal in 1914 made it economically viable to ship wood, prairie 

grain, and other products from the west to Europe. Vancouver (Figure 1) thus became a major port 

and “a city of sawmills” (Bliss, 1987, p. 401). The phenomenon seen in Eastern Canada of Canadian 

manufacturers slowly moving from raw material production to value added goods  production was 
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also seen in British Columbia, but this trend began a half century or more later. The process continues 

even today with the British Columbia lumber industry having an association designed to promote its 

value added products overseas. Further British Columbia is now a centre for many innovative 

industries including fuel cells. 

In the first decade of the twentieth century, mining coal and other minerals, pulp, paper, 

hydroelectricity and grain production industries began to soar and foreign investment, primarily 

British and American, poured into the entire country (Zaslow, 1971; Nelles, 1974). By the end of the 

1920s, Canada was the world‟s largest papermaker, and papermaking was Canada‟s leading industry 

(Bliss, 1987, p. 401). 

A decade of depression followed the crash of 1929.  This radically affected the economy and 

manufacturing. Canada‟s economy was deeply hurt when other nations stopped buying Canada‟s 

primary commodities such as grain and timber on which it was so dependent (Bliss, 1987, p. 411). 

The situation was particularly difficult for the Prairies by the late 1930s. Since farmers relied  

primarily on one crop, wheat, that caused major economic problems. In response, provincial and 

federal governments encouraged diversification. For example, in southern Alberta, livestock farming 

supplanted wheat on most of the acreage. However, until well into the twentieth century, 

manufacturing did not play a major role in the Prairie economy.  
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During the interwar period between the first and second world wars, locations other than 

central Canada became important manufacturing locations. For example, Winnipeg had bus coach 

building industries and clothing manufacturing. Subsequently, it also became an important centre for 

Canada‟s aerospace industry.

After the end of the war, Canada and the U.S. prospered as they were among the few 

industrialized countries whose infrastructure had not been destroyed by the conflict.  While this gave 

Canadian industry an advantage in the post-war economy, it also lead to complacency and future 

economic difficulties.  
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Even though Central Canada continued to be the primary manufacturing hub, the West 

continued to grow economically. Palliser, currently Canada‟s largest furniture maker, began 

operations in Winnipeg in 1944. At about the same time, The ATCO Group - well known today in a 

number of industries including the manufacture of temporary industrial housing, started operations in 

Alberta. In 

The continuation of the shift in manufacturing centres seen in Figures 2 and 3 can also be 

seen in Figure 4 which shows the distribution of manufacturing across Canada today (with the south 

western Ontario to Quebec City corridor as an inset). The different circles represent different 

industries but for the purposes of the discussion here, the important point is that more circles as well 

as larger circles imply higher industrial concentration. Figures 2 and 3 concentrated on eastern and 

central Canada since there was hardly any population in the west even in the late nineteenth century. 

However, in Figure 4 it is seen that Vancouver, Calgary, Edmonton and Winnipeg (see Figure 1 for 

locations) in the west are today larger manufacturing centres than Quebec City, Saint John, or 

Halifax, significant centres in Figures 2 and 3. 

 

Ontario remains Canada‟s manufacturing centre with most manufacturers located in the 

southern part of the province. Quebec is the other major manufacturing centre. This makes sense from 

a logistics perspective as about 38% of Canada‟s population lives in Ontario and another 24% lives in 

Quebec. In addition, most of the population of these two provinces can be found between Windsor, 

Ontario (just east of Detroit, Michigan, Figure 2) and Montreal. Thus, these areas are also close to the 

industrial belt of the U.S. Midwest. This geographical location allows for the implementation of 

effective manufacturing practices such as Just-In–Time (JIT) with U.S. customers and suppliers, as 

many Canadian companies have practiced. 
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    Source: Government of Canada  (http://atlas.nrcan.gc.ca) 

Figure 4: Industrial Distribution across Canada today. 



18 

 In the latter half of the twentieth century, the U.S and Canada, along with other countries, 

moved toward the reduction of tariffs. For example, the signing of the Canada-U.S. Auto Pact in 1965 

(where tariffs were reduced if a manufacturer of automobiles or automobile parts did some value 

added manufacturing in Canada) gave impetus for further growth in the Canadian auto industry 

(Pomfret, 1981, p. 78).  

Changing processes, whether an adoption of existing technology or an improvement of an 

existing process, has allowed many Canadian companies to produce the same or better products at a 

lower cost. With the availability of better transportation and communication technology, Canadian 

firms have become more competitive. Developments in Operations Management (OM) and 

manufacturing such as Materials Requirement Planning (MRP), JIT, Total Quality Management 

(TQM), Supply Chain Management (SCM) and Six Sigma methods became available to Canadian 

companies soon after they were introduced. Examples of current world class practices in Canadian 

manufacturing may be found in books by Davis et al (2005), Stevenson and Hojati (2004), and 

Ritzman et al  (2004). 

International trade agreements such as the North American Free Trade Agreement (NAFTA) 

and World Trade organization (WTO) policies greatly affected how business was done in Canada 

starting in the 1980s. The reduction of tariffs means that world-class Canadian companies have new 

global markets and are able to prosper by investing in or expanding to foreign countries more easily. 

Similarly, these agreements protect Canadian companies against unjust tariffs imposed by other 

countries.  The tariff reductions introduce challenges as well as benefits:  Canadian markets are no 

longer protected, and thus many companies may not be able to compete against foreign competitors, 

leading to loss of jobs domestically. The reduction in tariffs also means that Canadian companies will 

have to be in the forefront of innovation in developing products and services. However, it may be 

difficult for many industries in Canada to compete against standardized mass produced goods from 
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low-labour-cost countries such as China and India, which tariffs previously protected Canadian 

companies from.  

At the same time, Canada has to ensure that these agreements do not impede its ability to 

protect its environment, to ensure the welfare of its citizens, to assure the quality and safety of 

products and services that it allows into the country, and to prevent unfair business practices by other 

countries (Demers, 2003). 

 

The Development of Manufacturing in Canada in Specific Industries 

This section discusses the development of four different industries in Canada, namely, steel, 

furniture, clothing, and automobiles.  These are chosen as they represent diverse parts of the 

Canadian economy in the nineteenth and twentieth centuries.  Also their positions in the Hayes-

Wheelwright  matrix and in the value chain were different at particular points in time 

due to the various unique factors that affected each industry. So an examination of these industries 

helps analyze some of the factors that affected Canadian manufacturing in more detail and discuss 

some of the lessons that can be learnt. Each industry is discussed chronologically, along with the 

unique factors that affected it and is summarized within a framework. This allows later discussion of 

the dynamics of Canadian manufacturing over time in general  within the overall product-process 

matrix and value chain frameworks.  

Steel Industry 
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Canadian steel makers had to became more innovative in the face of international competition 

starting in the 1980s.  An important organization in Canadian steel manufacturing, Hamilton, Ontario 

based Dofasco, began business in 1912, as the Dominion Steel Casting Company.  Starting as  a 

foundry (particularly for rail cars), it expanded to produce different types of products and  became an 

integrated steelmaker by the post war era installing blast furnaces and coke ovens 

http://collections.ic.gc.ca/coal/history/tdominon.html
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(www.dofasco.com). Thus it was another example of a steel maker that pursued vertical integration.  

In the late twentieth century, like many other North American steel makers that competed in a 

standardized high-volume steel market, Dofasco found itself being strongly challenged by companies 

in China, India and Brazil. Realizing that its current „competing on cost‟ strategy (Porter‟s cost 

leadership (Porter, 1985)) was untenable, Dofasco then focused its strategy to one that focused on 

developing new and innovative products and customer solutions for high quality and specialized 

applications (product differentiation). This business strategy was called Solutions in Steel and 

focused on operational excellence, technology and innovation, and intimate customer relationships. 

The strategy also involved developing international joint ventures and partnerships to obtain new 

technology, as well as purchasing firms involved in innovative metal working technology. As a result, 

by 1999 Dofasco was the most profitable steel producer in North America.  In 2000, it was ranked 

first in North America among thirty steel suppliers in an independent customer satisfaction survey 

and was rated one of the best Canadian companies to work for by Report on Business Magazine. In 

early 2006, it was acquired by Arcelor S.A. of Luxumbourg. 

Of course, Dofasco‟s transformation did not come without effort, resources, or pain.  It spent 

considerable sums on research and development and facility upgrades.  Its work force was reduced 

from about 13,000 to 7,000. Even while reducing its workforce, Dofasco recognized that highly 

skilled employees would be critical to success in such a strategy.  This recognition was not new.  

Dofasco‟s long-term commitment to employee involvement is demonstrated in it being the first 

Canadian company to offer profit sharing to its employees in 1938. Thus, it invested in employees by 

training them in problem solving, manufacturing processes, and customer service. In addition, the 

company invested in health, safety and wellness in the workplace.  In 2002, the National Quality 

Institute awarded Dofasco a Canadian Award for Excellence Healthy Workplace Trophy 

(DiGiacomo, 2002; www.nqi.com). Quality at Dofasco has meant paying attention to environmental 

concerns as well. In 2002, Dofasco‟s Hamilton facilities achieved ISO 14001 certification for 

environmental standards. 

http://www.dofasco.com/
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The furniture industry provides an example whereby a Canadian manufacturer in the second 

half of the twentieth century has found success through free trade, globalization, and custom made 

products (Davis et al., 2005). Palliser Furniture, which originated in 1944 as a woodworking shop in a 

Winnipeg basement, is Canada‟s largest furniture manufacturer employing about 5,000 people 

worldwide. It has suppliers on four continents, and factories in Canada, the U.S., Mexico, and 

Indonesia. Its Mexican location, while being low-cost, still has employees experienced in tanning, 

cutting, and sewing operations, skills valuable to Palliser.  In 2000, it opened its first Asian factory in 

Indonesia to make use  of the country‟s highly skilled labour force and its wood processing tradition. 

The factory produces wood components for furniture to be assembled in Winnipeg. With the ability 

to design, produce, and source in different parts of the globe, Palliser provides both inexpensive mass 

produced offerings and pricier customized goods. Also important is that with three plants in North 

America, it has the ability to juggle production between plants for the important North American 

market where it provides two- to four-week deliveries even on custom orders which its Asian 

competition providing cheaper furniture finds difficult to match.   

Thus, compared to the steel industry, Canadian furniture manufacturers historically appear to 

have been slower in becoming more capital intensive and high volume due to the customized and 
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bulky nature of the product leading to markets being more local.  Thus they tended to be in the 

customized part of the product-process matrix.  They were able to move to high volume 

manufacturing only when a sizable available market, better transportation and the lowering of tariffs 

were present, which was well into the twentieth century.  Furthermore, in the twenty-first century it 

appears that high volume standardized manufacturing will face stiff challenges from lower-cost 

manufacturers from abroad.   

 

Clothing and Shoe Manufacturing 

As clothes and shoes are a daily necessity, local industries developed early.  Austin (1984) 

discusses the industry structure of Canadian garment manufacturing during the latter part of the 

nineteenth century and in the early part of the twentieth century. She found that the big textile mills of 

U.K. and New England supplied fabric to Canada, but demand was high enough that garment-related 

industries were among the earliest to develop and became one of Canada‟s largest employers  (Bliss, 

1987, p. 234). 

Originally, the garment industry operated  on a small scale with millers setting up operations 

to process wool that was spun at home.  These millers expanded to organize spinning and weaving at 

their establishments.  Most of the early woollen mills were set up in Ontario, west of Ottawa (Figure 

1), where there was good sheep-raising country, skilled Scottish weavers, and good access to 

customers. In 1851, the first major company in that region that made the transition from milling to 

manufacturing and employed fifteen people was founded  (Bliss, 1987, p. 235). 

Entrepreneurs also tried cotton production at this time but had to import their raw cotton, 

primarily from the U.S.  Unfortunately, none of the early cotton mills proved to be very successful 

until the outbreak of the American Civil War in 1861 when an increased demand for Canada‟s 

cheaper, but lower quality cottons arose. 
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 Any tailor could become a clothing manufacturer, without mechanization, simply by 

expanding production.  The sewing machine was introduced in the 1840s, although most households 

could not afford one. Some clothing could be made at home by hand, typically by women, but some 

kinds of shirts, hats, heavy coats for the cold winters, gloves, and fine garments were not easy to 

make this way.  By the mid-1850s, large-scale clothing manufacturing companies were typically 

located in Montreal with one factory employing eight hundred people (Bliss, 1987, p. 236).  

However, the sewn-garment industry generally consisted of many different companies with smaller 

production levels because of the ease of entry into the industry.  The invention and introduction of 

knitting machines in the 1860s made it economical for some manufacturers to start producing large 

quantities of underwear, stockings, scarves and other woollen items in knitting mills in large 

quantities.     

In contrast, ordinary boots and shoes were not easy to make at home.  Skilled cobblers and 

shoemakers did custom work, but production levels were low and prices were relatively high.  As a 

result, even tanners made boots and shoes, often along with saddles and harnesses. This situation 

changed in the 1850s when sole-sewing machines made it efficient to concentrate shoe manufacturing 

in steam-driven factories.  By the 1860s, there were five major shoe manufacturers located in 

Montreal that produced the majority of the footwear sold in Canada.    

At the turn of the twentieth century, Canada‟s textile industry, mostly situated around 

Montreal, was behind its U.K. and U.S. counterparts (Austin, 1986). The Canadian industry started 

decades later than in the U.K. and U.S. and was not as innovative, since machinery could be obtained 

from these two countries. As in other industries, the Canadian market was protected by tariffs. The 

slow growth of the domestic population, however, resulted in these companies not being able to 

expand, since foreign markets did not exist. Managerial issues included a lack of skilled workers due 

to a lack of technical education available. Therefore skilled workers had to be imported from the U.K. 

or U.S. 
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Structurally, the Canadian mills used British machinery (reputed to be superior) but utilized 

the American mills‟ integrated production process. British mills generally tended not to be integrated, 

and different companies would do the spinning, weaving and finishing aspects of cloth production. 

This strategy allowed each company to produce a wide variety of goods for the world market in its 

respective specializations such as spinning. In contrast, American firms generally used an integrated 

process where spinning, weaving, and finishing was done by one factory. This process allowed for 

economies of scale but not for flexibility in terms of product range within each facility. As Canadian 

firms had a limited market, they tended to concentrate on using a few lower grades of cloth (cotton 

primarily from the southern U.S. or locally produced wool) requiring less skill to work with. Thus, an 

integrated process (the American model) with some economies of scale was suitable for Canadian 

firms (Austin,  1986). 
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http://www.gildan.com/
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When the McLaughlin Company initially started assembling carriages in the 1860s, the 

company imported most parts from the U.S.  Unhappy with the quality of the parts, the McLaughlin 

Company focused on building a better carriage (Robertson, 1995, p. 67). They patented some 

improvements in 1880 and what initially operated as a local Toronto company started to receive 

orders from outside Ontario, especially from the expanding West. By the turn of the century, it had 

branch offices in Saint John, Montreal and Winnipeg. Thus, it became an early example of a product 

sold nationwide through agents. Like other Canadian industries in the 1890s, McLaughlin had 

American competitors, such as H.H. Babcock in Watertown, New York, that were “bigger and more 

up-to-date” (Robertson, 1995, p. 81). However, as the Canadian carriage market was protected by 

tariffs, McLaughlin was protected from competition.  Around the turn of the century, the McLaughlin 

family, who had by then had the largest carriage manufacturing business in the British Empire, 

formed the McLaughlin Motor Car Company and started assembling motors cars in partnership with 

Buick of the U.S. This company became General Motors of Canada in 1918 (Wahl, 2003).  

Also in the early 1900s, a group of Ontario investors purchased a 49% interest in the Ford 

Motor Company of Canada and began assembling cars near Windsor, Ontario from parts imported 

from Ford‟s factory in Detroit (Robertson, 1995, p. 93). The customs duty was less on imported parts 

than on fully assembled vehicles (Robertson, 1995, p. 113). In fact, Ford later exported Canadian 

built cars to the U.K., Australia and other parts of the British Empire at preferred tariff rates. 

However, this advantage proved short lived because as soon as the volume in those countries justified 

it, Ford built local factories in those countries.  
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a) Railways 

Railway transportation was an integral aspect of manufacturing development. The laying of a 

railway line contributed to a place becoming a preferred manufacturing location, as the line provided 

that hub with cheaper access to larger geographical markets. For example, the arrival of the railways 

helped the Eastern Townships of Quebec prosper as a manufacturing centre. The railways also 

contributed to manufacturing themselves by operating large manufacturing and repair shops (Traves 

and Craven, 1983). 

Before Confederation in 1867, railway construction proceeded slowly in Canada. By 1850, 

the United States had 9000 miles of track while Canada had only 66 miles (Pomfret,   1981, p. 99). 

This low track mileage was due to the availability of waterways and a lack of government subsidies. 

After Confederation, the government‟s desire to unify the nation resulted in subsidies for extensive 

rail construction and contributed to the economic development of the country (Pomfret, 1981, p. 110). 

In 1880 the Canadian Pacific Railway (CPR) was formed to build the line to British Columbia and 

land and subsidies were obtained from the government. However, financing such a risky venture 

proved to be a problem. British financiers, who supported railway ventures all over the world, found 

it too risky. Eventually, support was obtained from New York financiers (Bliss, 1987, pp. 214-215). 
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 The completion of the line to Vancouver in 1885, along with the existing eastern railways, 

signified the unification of the country from the Atlantic to the Pacific. At completion the CPR was 

the longest railway in the world, until the Trans-Siberian railway was finished in 1916. Similar to 

other Canadian endeavors, the railway depended heavily on American financing and skill: “It was a 

great Canadian national highway, financed, built, and owned by Americans” (Bliss, 1987, p. 219). 

The railway companies, and particularly the CPR, took advantage of the monopoly granted to 

them by the government in exchange for the risky undertaking of building the rail network throughout 

Canada. This monopoly was rescinded in 1888 in exchange for a loan from the government, but the 

other railways that were now allowed to build preferred to fix rates rather than have a price war 

(Pomfret, 1981, p. 108). The prices charged to Canadian manufacturers for transportation were much 

higher in Canada than the U.S. These prices reduced the competitiveness and the development of 

Canadian manufacturing and agriculture (Naylor, 1975, Vol 2,  p. 27) and led to charges of freight 

discrimination against Canadians, especially given the government subsidies offered to the railways. 

Freight discrimination that existed within the country also had an effect on industrial location. 

For example, freight discrimination against Edmonton in favor of Calgary resulted in the latter 

becoming a more favoured distribution centre in the West for eastern businesses (Royal Commission, 

1902) and Calgary remains Western Canada‟s distribution hub. 

Railways like the CPR and CN were crucial for the development of Canada as a nation and of 

a viable market for goods manufactured in Central Canada. They also helped the population boom in 

the Canadian west. Before the CPR, few settlers made the arduous journey to the Canadian prairies 

from the northern U.S by river or by wagon. It is unclear whether the CPR or any other railway would 

have undertaken the financially risky and technically complex task of building a railway across 

thousands of miles of prairie and mountain ranges (the CPR had to do some innovative tunneling to 

cross the Rockies) without monopoly rights and subsidies. Had it not been for the CPR, western 

Canada “might have become northern trading extensions of Minnesota, Montana or California” 

(Bliss, 1987, p. 222). Today in the region of North America consisting of the northern U.S between 



35 

Minneapolis and Seattle and southern Canada west of Ontario, most manufacturing centres are 

Canadian. They include Winnipeg in Manitoba and Calgary and Edmonton in Alberta. This is 

arguably a testament to the influence of the railway in determining manufacturing locations 

historically. 

In addition, the CPR was responsible for a major innovation in transportation with its 

development and introduction of intermodal transport in 1952 or „piggyback‟. This trailer (container)-

on-flatcar service was designed to expedite the movement of goods by rail at truck rates by using 

transportation facilities more efficiently. It took four years for this unique Canadian innovation to be 

adopted coast to coast in the U.S. (Hubbard, 1981). 

  Given Canada‟s vast geography and sparse population, the railway undoubtedly played an 

important role in the development of the country‟s manufacturing and logistics.  Given the 

importance of the railway, it was not surprising that the government had to intervene occasionally to 

protect the interests of the country. 

 

b) Electric Power  

Canadian industry was helped by the development of electric power (Wylie, 1989). Canada 

had an abundance of hydroelectric power in the early 1900s (as it still does today), which provided a 

relative price advantage in relation to the U.S. that relied primarily on thermal based power. While 

steam had “liberated plants from the constraints of size, seasonality, and location associated with 

waterpower”, purchased electric power allowed for even more increased productivity (Forster and 

Inwood, 2003, p. 348). First, purchased power allowed manufacturers to avoid buying expensive 

capital equipment for power generation as was true for steam power. Second, it allowed for a 

continuous or assembly line process and plant integration because the layout with electric power 

could be more efficient than with steam power, which had constrained bigger machines to be located 

close to boilers and engines. Finally, purchased power also allowed companies to invest in 
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productivity and quality enhancing equipment such as material handling equipment, electric welding 

and other processes. 

 

The introduction of electric power in most Canadian provinces followed a similar pattern.  In 

the late nineteenth century, entrepreneurs were developing small electrical systems primarily in large 

urban centers.  Often, manufacturing companies would build their own power generators and sell 

surplus electricity to the surrounding communities.  The supply of electricity evolved from many 

suppliers to a few monopolies to the eventual control of the industry by the governments of the 

provinces who viewed electricity as vital to economic growth. Also with the development of better 

technology over time that allowed electricity transmission over long distances with lower losses, the 

need for locating factories close to generating stations decreased. Thus factories could be more 

optimally located from a supply chain perspective. 

 

In central and eastern Canada, as well as in Manitoba and British Columbia, water, in the 

form of hydroelectricity, was the primary source of this power.  The use of hydroelectric power is still 

dominant in these regions, as it is one of the cheapest forms of energy.  Over 60% of the electricity 

produced in Canada is from hydroelectric plants (www.energy.gov.ab.ca).  Each province has its own 

mix of generation methods with coal-fired plants and natural gas the dominant supply source in 

Alberta and Saskatchewan.  

 

Between 1900 and 1926, the value of Canadian electrical production increased more than five 

fold (Urquhart, 1986), partly in response to the availability of power and the ability to supply large 

scale manufacturing.  Unfortunately, there were overcapacity issues during the 1930s because of the 

drop in demand during the depression.   

 

http://www.energy.gov.ab.ca/
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 Power was initially limited to the cities and surrounding communities where the population 

density made distribution more economical and thus manufacturing facilities chose to locate in or 

near the major cities. It was not until the 1920s and as late as the 1950s that rural areas were serviced 

through a government mandate or the formation of government utilities (www.hydroquebec.com; 

www.hydroonenetworks.com; Baker, 1990).  This resulted in a delay in rural areas of the adoption of 

efficient agriculture technology. 

 

By the late 1990s, the North American electricity market became more competitive.  

Wholesale and retail electricity markets became open, with consumers and manufacturers having a 

choice of suppliers.  There is conflicting evidence whether this has resulted in lower energy prices for 

companies and consumers (Daniel et al., 2002).  Electricity is unlike most consumer goods because it 

has no shelf life.  Electricity is produced in real time as customers demand it.  Given that the 

Canadian and U.S. transmission networks are now mostly integrated, it is imperative that 

manufacturers today have a reliable source of power since they tend to keep low product inventories 

and rely on timely electricity supplies.  The impact of this was evident in the blackout of 2003 

affecting Central Canada and the U.S. Midwest. 

 

Direct Foreign Investment and Innovation 

A third factor which has had a sustained effect upon the growth of Canadian manufacturing is 

direct foreign investment (DFI), mostly by the U.S.  According to Pomfret, “Canadian industry is 

characterized by a degree of foreign ownership unmatched among major economic powers,” (1981, p. 

140).  The first U.S. branch plant was established in Oshawa, Ontario in 1860 for agricultural 

implements. The first U.S. DFIs were generally concentrated  in resource industries such as mining, 

pulp and paper, and hydroelectric power. By the turn of the twentieth century, American investment 

in manufacturing industries became more important than that in resource-based industries and 

investment in manufacturing expanded rapidly. By 1926, the U.S replaced the U.K. as Canada‟s 

http://www.hydroquebec.com/
http://www.hydroonenetworks.com/
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largest trading partner (Bliss, 1987, p. 400). Naylor attributes the DFI phenomenon to high import 

tariffs and patent protection (1975, Vol. 2, pp. 38-62). Before Confederation in 1867, Canadian patent 

laws were lax. This laxity caused much concern among American manufacturers who had their 

technology stolen (Naylor, 1975, Vol. 2, p. 40). In 1872, patents laws were strengthened but required 

Canadian patent holders to start manufacturing in Canada within two years to retain the patent. This 

motivated American firms seeking patents to start manufacturing in Canada. Further, in 1879 the 

Canadian government increased import tariffs considerably after a prolonged five-year recession.  

These tariffs gave American firms another incentive to set up branch plants in Canada. However, 

Pomfret (1981, p. 141) points out that the surge in DFI occurred after 1900. This increase indicates 

that other factors were also important for DFI, such as the investment of American firms in Canada as 

part of their natural expansion into nearby markets (Wilkins, 1970; Aitken, 1961). This view is 

supported by the fact that, at the same time, Americans were also expanding investment into Mexico. 

As well, British investment in Canada was concentrated in western Canada (Paterson, 1976), while 

the Americans seem to have concentrated in central Canada. This lends credence to the „natural 

expansion into markets close to the U.S. industrial heartland‟ view. A further possible incentive was 

that American firms could form cartels for export to other parts of the world through their Canadian 

operations, whereas U.S. antitrust legislation prevented them from forming cartels in the U.S.  

Additionally, Canadian subsidiaries of American plants had preferential access to the British Empire 

markets. This access was seen in the Ford example where they produced American cars in their 

branch plant in Canada for export using Canada‟s preferential access to British Empire markets 

(Pomfret, 1981, p. 141). 

 

Branch plants of prominent American firms (including joint ventures or licensing 

arrangements) could be found in rubber, transportation, machinery, telecommunication, electrical, 

and utility industries. The depth of the DFI represented “a form of industrial dependence and a 

stifling of indigenous innovative capacity. The greater the success achieved in introducing American 
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technology, the poorer became the record of Canadian achievements” (Naylor, 1975, Vol 2, p. 62). 

This assertion was supported by a report in Toronto‟s Financial Post on June 3, 1927, which argued 

that until World War I, no industrial research was done in Canada. In 1914, more than half the patents 

issued in Canada were held by U.S. residents, 30% by other foreign residents, and only 14% by 

Canadian residents (Naylor, 1975, Vol. 2, p. 46). In 1919, only 40% of new machinery for industrial 

plants was Canadian in origin and much of this was produced under license from U.S. firms 

(Williams, 1982, p. 25).  DFI was not limited to U.S. companies. SKF, the Swedish ball bearing 

company established a Canadian subsidiary as early as 1917. 

 

Further anecdotal evidence of the lack of innovation can be found in the case of the GM 

Canada. In the 1920s, the McLaughlin‟s approached GM to set up research facilities in Canada but 

were rebuffed, as Canada was considered a „rustic backwater‟ (Robertson, 1995, p. 213). However, 

GM Canada was building custom styled McLaughlin-Buicks for British royalty such as the Prince of 

Wales that American designers could not match (Robertson, 1995, p. 214) indicating success in 

designing for a niche market. Naylor‟s view that there was little innovation appears different from 

that of Wylie (1990) and Bliss (1987) who contend that there was technological adaptation in Canada, 

which Wylie deemed innovation.  According to Wylie, “Manufacturing should be counted as one of 

the successes of Canadian economic development, taking its place alongside the agricultural, mining, 

and forestry sectors” (1989). On the positive side, as mentioned earlier, the foreign owned automobile 

assembly plants in Canada have spawned many locally owned suppliers.  

 

One example of a U.S. DFI that has become a recent Canadian success story is that of 

Toronto based Celestica. Originally set up as an IBM subsidiary it was acquired by Canadian 

conglomerate Onex Corporation in 1996. Today it is one of the global leaders in electronic 

manufacturing services (EMS) and has locations in 19 countries (www.celestica.com). 
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Lack of Skilled Labour 

A further factor that might have contributed to repress Canadian innovation was the lack of 

skilled personnel. As early as 1882, the Canadian Manufacturer‟s Association warned about the lack 

of availability of technical education but to no avail (Canadian Manufacturer, 1882). By 1913, the 

Royal Commission on Industrial Training and Technical Education (Royal Commission, 1913, p. 

2126) reported that there was a chronic shortage of skilled personnel in virtually every major 

industry. The Canadian higher education system favoured professional education over technical and 

vocational training, leading to a glut of doctors, lawyers, and clergyman while there was a shortage of 

technically skilled personnel (Naylor, 1975, Vol. 2, p. 57). At the same time, the United States was 

producing many technically skilled people through their higher education system.  Canada was slow 

to respond to the report, with the largest polytechnic school in the country finally opening in Toronto, 

Ontario in 1948 as Ryerson Institute of Technology, now Ryerson University.  

 

 

Manufacturing in Canada Today 

There are various recent examples of Canadian manufacturing successes from across the 

country. This includes Montreal‟s Bombardier, a manufacturer of commuter aircraft, railway 

transportation, and until recent divestiture, in water and snow recreational equipment.  There is also 

Winnipeg‟s Standard Aero, one of the world's largest independent operators of small gas turbine 

engine repair and overhaul facilities. These are among the world leaders in their respective fields.  

They have manufacturing facilities in different countries including the U.S.  Magna, based near 

Toronto, is in the auto-parts industry.  It has over 75,000 employees, over two hundred manufacturing 

divisions and nearly fifty product development and engineering centres around the world.  In 
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addition, it is also a leader in automotive supply chain management (www. magna.com, Keenan, 

2004).  
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Porter’s Study on Canadian Competitiveness and its Follow-up 

 

In the intervening years since the report, how have Canadian firms responded to Porter‟s 

challenge? Based on a follow up report by Martin and Porter (2001) it appears that in general, 

Canadian firms continue to sacrifice global competitive position.  This can be attributed partly to the 

lack of university research spending and partly to lagging firm spending. Overall,  Canada‟s 

investment in R&D as a percent of GDP, which was low in 1991, remains low.  The report noted that 
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Canada trailed five of seven G-7 countries and trails many other industrialized countries such as 

Sweden, Korea, Israel, Singapore and Australia.  

 

It also appears that any loss of protectionist policy or economic assistance did not encourage 

change, but rather brought about an increased reliance on a weak economy, the resulting low dollar, 

and government interference to avoid direct competition with global markets to attract customers to 

its exports.  This left Canadian firms with smaller machines, lower labour productivity and lower 

capital spending compared to their international competitors 

 

Though the Canadian dollar has rebounded strongly since 2004 (usually an incentive for 

exporters to increase productivity to combat the increased currency value), the booming energy and 

commodity exports appear to have dulled the need for change (Stanford, 2004). Relative to GDP, 

Canada‟s exports of higher value-added merchandise (including machinery and equipment, 

automotive products, and consumer goods) appear to have  declined sharply since 1999 (Stanford). 

Stanford‟s observations illustrate the tendency of manufacturers to move their operational focus 

backwards in their industries‟ value chains, away from the more advisable strategy of exporting 

finished products, towards less refined raw materials, components or commodities, because of high 

resource prices.  It also shows that while there are bright spots in some sectors as evidenced by the 

fact that in 2003 Canada ranked second in the world behind the U.S. in terms of the number of 

biotech companies (O‟Brien, 2003), despite the obvious need to innovate in response to changing 

economic and political climates, a culture of complacence still exists in Canadian firms.  
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Conclusion 

 

Very few studies have examined the history of Canadian manufacturing. Largely, they have 

concentrated on the economic development of Canada in general or have focussed on one industry. 

This article has concentrated on the major developments in manufacturing in Canada in the past two 

centuries in a range of industries. 

Manufacturing could not have developed on any scale in Canada without the development of 

a good transportation network, primarily railways. This development happened in the second half of 

the nineteenth century. In addition, the population of Canada was small and geographically spread 

out, which made large-scale manufacturing uneconomical. Often, these industries had to be protected 

by tariffs, and the resulting inefficiencies and higher costs were passed onto consumers. Capital was 

also often scarce.  

The Canadian manufacturing economy was also subject to the vagaries of British and U.S 

government policy such as preferential access to their markets. This is true even today, despite 

NAFTA, as the Canadian and U.S. governments disagree on the nature of subsidies provided for 

products such as softwood lumber.  

Wars on foreign soil also helped Canada economically. At the same time, Canada has not had 

a domestic war for almost two centuries. The Civil War in U.S. and the two world wars resulted in 

increased demands for Canadian manufactured products and the positive economic effects of these 

were felt even after the wars ended. 

 

The Canadian economy has always been closely tied to that of the U.S., given that the U.S. 

was, and continues to be, the largest market for Canadian exports. American skilled immigration, 

technology, and capital were important to the development of Canadian manufacturing. The growth 

of the population in the U.S. with resulting demand increases also helped Canadian manufacturers. 
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Foreign investment in Canada, primarily from the U.S., stimulated much of the development in 

manufacturing facilities and capacity but perhaps hindered innovation.  

This fact was recognized again more recently by Porter (1992),  by Martin and Porter (2001), 

and by the Alberta Government (in an interview  with the Canadian Broadcasting Corporation News, 

Calgary, April 21, 2004) where the government expressed a preference for exporting processed meat 

as opposed to live cattle, and processed food as opposed to grain.  The advantage of value added 

manufacturing in the meat industry was clearly illustrated in 2003 when the U.S. closed its market to 

Canadian cattle in May when a cow infected with BSE (mad cow disease) was detected in Alberta. 

Though the market ban on processed beef was lifted after a few months, opening the market for live 

cattle took more than two years and the demand has still not recovered completely. At the same time, 
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Canadian processed meat producers such as Maple Leaf Foods have been in the forefront of 

implementing Six Sigma, indicating the use of state-of-the art manufacturing management techniques 

in industries not generally known for innovation.  

In the future just as Canada moved from mass manufacturing to customized manufacturing in 

industries such as steel, furniture and clothing, it may need to do the same in emerging industries such 

as biotechnology or other sophisticated industries such as aircraft manufacturing. As low cost 

countries such as Brazil (whose Embraer competes with Bombardier in the commuter aircraft 

industry) or China or India develop their capabilities in these industries Canadian firms may have to 

move to more value added manufacturing leaving low cost production to other countries. 

The end of the twentieth century saw freer trade between Canada and the U.S. and in the 

world in general. The resulting rationalization of manufacturing has meant that many Canadian 

branch plants have ceased operation, as companies instead consolidated North American production 

in the U.S. or Mexico. As seen in the auto industry, various Canadian governments have attempted to 

keep manufacturing facilities open (Tuck, 2003). On the other hand, free trade has provided many 

Canadian firms with the opportunity to grow beyond the limited domestic market and help the 

Canadian economy. 

We have seen that, although innovation in Canada in general lagged behind the U.S. and 

European competitors, Canada did have some success stories in innovation. These successes extended 

to innovative workplace practices.

 

Though Canadian manufacturing has many challenges as mentioned in the Porter (1992), and 

Martin and Porter (2001) reports, many Canadian manufacturers operate today as competitive global 
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companies in the low or no tariffs free trade environment. In other cases, many Canadian 

manufacturers compete successfully in niche markets. Thriving Canadian companies naturally follow 

world class manufacturing management practices. The challenge for Canada today is to move from a 

resource-based manufacturing economy to a more value-added manufacturer of finished and 

consumer goods. 

What might industries in other countries that are at a less developed industrial stage learn 

from the Canadian experience? Naturally, there were some unique aspects in the development of 

Canada as well as aspects that are common to developments in other countries.  For example one of 

the unique aspects of manufacturing in Canada is the vast availability of resources. There is no doubt 

that its possession of immense natural resources has allowed Canada to benefit and survive 

economically. While resource-based industries are important  to have, experts on competitiveness as 

well as industry and government officials today realize the risk in being too reliant on natural 

resources and not focusing on value added products even within these industries.  Many of these 

industries have exhibited periodic problems that the government, through ongoing or special support 

programs has had to address. Even the perception of Canada as a resource-based economy  has major 

implications on the exchange value of the Canadian dollar, something that industries are deeply 

concerned about.  Agriculture, meat, petroleum, and minerals are subject to highly cyclical price 

fluctuations or the vagaries of weather. Poor management of fish stock has depleted the fisheries 

industry while the same thing can happen in forestry. While most other countries may not have the 

range or magnitude of resources that Canada has, the problems faced by these industries and 

Canada‟s response to it could be examined by other countries to better manage their resources. 

On the other hand, aspects such as the ability to adopt technological developments from other 

countries (particularly the U.S.) has been a hallmark in the development of manufacturing in Canada 

as well as other countries. Many Canadian firms (as in the Dofasco example discussed earlier) use 

foreign technology obtained through licenses to develop their own products and market them. As the 
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Japanese have also shown, adapting foreign technology to further one‟s own industry can be an 

effective way to realize industrial growth. It is only when no adoption or improvement is made to the 

foreign technology over the long term that using this technology can be a disadvantage from an 

innovation perspective. As the example of the auto industry shows, it is possible to leverage DFI 

(foreign auto assembly plants) to build a strong and innovative supporting industry of domestic auto 

parts, some of which are global companies themselves now. 

New technology has also come from attracting foreign immigrants (with a focus recently on 

skilled immigration). This is a factor that countries in the mid-stage, or even later stages,  of 

development such as some of the members of European Union or Asia could focus on – retaining and 

attracting talent by making the quality of life for both residents and immigrants attractive.  Modern 

amenities such as domestic appliances, indoor entertainment, satellite communication, automobiles, 

recreational facilities, and air travel have allowed Canada to overcome some of its historical 

disadvantages such as an inhospitable climate and sparse population. These amenities, along with its 

reputation for being clean and safe, have allowed Canada to propel itself to the top echelons of the  

United Nations‟ quality of life rankings and retaining this status will be important in attracting  

knowledgeable and skilled workers in  manufacturing based industries. 

Canada also has used export markets to alleviate the disadvantages of having a small and 

geographically dispersed population. The lesson for other developing countries with small 

populations appears to be that while protection in the initial stages can build up industries, in the long 

term, especially with the global movement towards free trade, opening export markets may be the 

better path to build an industrial base. While developing a major industry such as automobiles may be 

difficult, focusing on niche industries and value added products in those industries may be an 

appropriate strategy.  A notable Canadian example of this was Massey-Ferguson who produced 

world-class agricultural equipment, winning awards for its products in Antwerp in Belgium, London, 

Paris, and Melbourne in Australia in the late 1800s (The Massey Harris Company, 1920).  In the first 
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decade of the twentieth century, Massey-Ferguson accounted for 15% of Canada‟s manufactured 

export (Naylor, 1975, Vol. 2, p.50) and opened offices as far away as Argentina and Australia. 

However, in the latter half of the  century, Massey-Ferguson had become less focused on 

agricultural implements thus leading to diseconomies of scale (Maule, 1969) and had inefficient 

operations (Schwartzman, 1970). As a result, the firm became less competitive and was purchased in 

1993 by U.S.-based AGCO.  Its demise thus illustrates the importance strategy and operations play in 

the success of companies. 

Canada‟s experience suggests that it is important for governments to facilitate exports through 

physical infrastructure, trade missions, research and product development support, and export risk 

management. Canadian governments are increasingly giving R&D support and other benefits to 

attract and retain manufacturing. As well, providing physical infrastructure plays an important part in 

development. The lack of transportation was cited as impediment to the development of industry. On 

the other hand, the availability of cheaper electric power was an advantage that Canada had. 

Developing, and indeed even already developed countries, therefore need to build and maintain 

infrastructure if local industries are to remain competitive.  

The Canadian experience has also shown that lack of education can hamper development 

through a shortage of employee skills.  There is general recognition today that education will be 

critical to surviving in the knowledge based society where innovation, competitiveness, and quality 

are key success factors. Towards this end, governments (both federal and provincial) support 

employee skills upgrading, as well as research in the engineering and sciences, medicine, and social 

sciences. One of the federal research funding granting agencies, the Natural Sciences and Engineering 

Research Council of Canada (NSERC), considers plans for the training of  „highly qualified 

personnel‟ an important factor in its funding decisions. Further, industry-university collaboration in 

research is also taking on more importance (www.nserc.ca). The Canadian federal and provincial 

governments also encourage quality in the private, public, and education sectors through awards such 

http://www.nserc.ca/
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the Canadian Awards for Excellence (the Canadian equivalent of the Malcolm Baldridge Awards in 

the U.S.).  These programs are worth being emulated by other countries. 

One unique aspect of Canada‟s development has been its geographic location next to the 

mammoth U.S. economy. Given the size of the U.S. economy, it is not surprising that much of 

Canada‟s exports go to the U.S. While this pattern is a boon when the U.S. economy is doing well, 

such over-reliance has caused problems for Canadian industry in general during U.S. recessions or in 

particular industries when there have been retaliatory tariffs or other protectionist actions by the U.S.  

These actions may be based on real or perceived damages, depending on which side of the debate one 

is on. The recent softwood and mad cow disputes are good examples. Thus, there is recognition by 

governments, industry associations, and firms of the necessity to diversify by finding new export 

markets. However, diversification involves dealing with often very different ways of doing business 

as compared to the comfort of dealing with a culturally similar U.S. market.  Perhaps a similar 

situation may be developing in countries surrounding China and India and to a lesser extent Brazil. 

These countries might look at Canada‟s experience vis-à-vis the U.S. (who have had much better 

neighbourly relations than those in Asia or Europe) in charting their strategies. 

Thus, our paper describing the journey of Canadian manufacturing from its nascent stage over 

two centuries ago to it status as one of the G7 countries  offers many lessons to various other 

countries around the globe who hope to be at such a level in the future. 

This paper has been written from a historical perspective providing a framework based on 

information from various sources and anecdotal evidence. Future research could involve studies to 

validate this framework through empirical evidence, both through surveys and case studies. This type 

of research will help establish whether and to what extent Canadian manufacturers are thinking 

strategically within the product-process matrix and value chain perspective about competing in a 

global economy. Further studies can be done to establish the extent to which manufacturers have 

considered the concerns stated in the Porter (1992),  and Martin and Porter (2001) reports. If there is a 
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lack strategic thinking within companies, research may help to address how this situation could be 

rectified. Studies could also be done to determine what strategies undertaken by Canadian companies 

and various Canadian governments and their agencies have been successful in the global marketplace, 

thus providing direction for others to follow. 
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