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Task Force Mandate

To measure and monitor Ontario’s competitiveness,
productivity and economic progress compared to other
provinces and the US states and to report to the public on
a regular basis.
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V.

Productivity and the Prosperity Gap

Under Investment and the Prosperity Gap

Inappropriate Motivations and Investments

Strengthened Market Structures and Investment

Recommendations for Action in Realizing our
Prosperity Potential
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Ontario Ranks 13t Among 16 in Its Peer Group

Massachusetts
New York
New lersey
California
Illinois
Virginia
Georgia

Texas

Median

North Carolina
Pennsylvania
Ohio

Michigan
Ontario
Indiana
Florida
Quebec

GDP per capita for Peer States and Provinces C$ (2003)

$43,378

$40,317

=
—
=
[
=
L%
=
=
=
Ln
=

GDP per capita (000 CS$)

Note: Estimated 2003 peer state and median GDP per capita; actual 2003 Ontario and Quebec GDP per capita used.
Source: Statistics Canada; US Department of Commerce — Bureau of Economic Analysis; QECD PPP indices; Institute for Competitiveness & Prosperity analysis
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The Prosperity Gap Has Narrowed

860 GDP per capita C$ (2003) Leader
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Prosperity Lead/Gap §228 §2 §3,205 3430  $291  §3,061
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Source: Institute for Competitiveness & Prosperity based on Statistics Canada; Bureau of Economic Analysis, Regional Accounts; OECD PPP indices
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Productivity Still Drives Ontario’s Prosperity Gap

Elements of GDP per capita C$ (2003)

1,906 $489

§1,321 145

$43378  $987 -

$253 §1,748 $40,317
$3,765  go9p7 $808 $428
Prosperity Gap
$2,200
: >

-$5,261

Median GDP|  Profile  |Participation Employment| Intensity Mix of Cluster Cluster  Urbanization Education Capital  Effectiveness| Ontario’s
per capita clusters content strength investment Current GDP
per capita
(92.9% of
Profile Utilization Intensity Productivity median)

Note: median of 16 peer jurisdictions
Source: Statistics Canada; Bureau of Economic Analysis; Institute for Competitiveness & Prosperity analysis
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AIMS Drives Innovation and Upgrading For Prosperity
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Source: Institute for Competitiveness & Prosperity




Ontarians Have Positive Attitudes

ONTARIANS AGREE SLIGHTLY MORE THAN PEER STATE CITIZENS,
MANAGERS AND BUSINESS LEADERS WITH THE FOLLOWING STATEMENTS:

Source: Institute for Competitiveness & Prosperity, Striking similarities: Attitudes and Ontaria's prosperity gap, September 2003,
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Structure of Pressure and Support Drives Firm Actions

Cluster / Industry Cluster / Industry Cluster / Industry Cluster / Industry Cluster / Industry
“Heavy Machinery” “Financial Services” "Transportation & Logistics”  "Education & Knowledge Creation” "Biopharmaceuticals”
Operations II I il
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Cluster or
industry-specific
support and
pressure

General Support
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Canada Outperforms US on “General Support”

B Canada outperforms US
. US outperforms Canada

Air transport infrastructure quality
Overall infrastructure quality

Extent of bureaucratic red tape
Administrative burden for startups
Reliability of police services

Port infrastructure quality

Internet users per 10,000 people (2002)
Cell phones per 100 people (2002)
Quality of electricity supply

Efficiency of legal framework
Telephone/fax infrastructure quality
Railroad infrastructure development
Quality of math and science education
Judicial independence

Quality of public schools

Quality of the educational system
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US Advantage Canada Advantage

Source: Institute for Competitiveness & Prosperity analysis based on World Economic Forum
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Canada Trails in “Specialized Support”

Utility patents

Venture capital availability

Local availability of process machinery
Quality of scientific research institutions
Extent of collaboration among clusters
Local supplier quantity

Local availability of components and parts
Local availability of specialized research and training services
Quality of management schools
University/industry research collaboration
Ease of access to loans

State of cluster development

Local supplier quality B Canada outperforms US

Financial market sophistication I USoutperforms Canada

Local equity market access

Availability of scientists and engineers
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US Advantage Canada Advantage

Source: Institute for Competitiveness & Prosperity analysis based on World Economic Forum
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Canada Trails in “Competitive Pressure”

Decentralization of corporate activity
Government procurement of advanced technology products
Sophistication of local buyers’ products and processes
Effectiveness of antitrust policy

Intensity of local competition

Favouritism in decisions of government officials
Intellectual property protection

Prevalence of mergers and acquisitions

Laws relating to ICT

Extent of locally based competitors

Buyer sophistication

Cooperation in labour-employer relations
Foreign ownership restrictions

Business costs of corruption

Protection of minority shareholders’ interests
Presence of demanding regulatory standards
Efficacy of corporate boards

Hidden trade barriers

Effectiveness of bankruptcy law

Cost of importing foreign equipment
Regulation of securities exchanges
Centralization of economic policymaking
Stringency of environmental regulations
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US Advantage Canada Advantage

Source: Institute for Competitiveness & Prosperity analysis based on World Economic Forum
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Canada Trails in “Company Operations and Strategy”

Extent of branding

Value chain presence

Nature of competitive advantage

Breadth of international markets
Company spending on research development
Capacity for innovation

Extent of marketing

Extent of staff training

Production process sophistication

Control of international distribution
Extent of incentive compensation
Willingness to delegate authority

Degree of customer orientation

Reliance on professional management
Prevalence of foreign technology licensing
Extent of regional sales
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US Advantage Canada Advantage

Source: Institute for Competitiveness & Prosperity analysis based on World Economic Forum
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Firm Actions
Canada under performs US by 38%

Specialized Support
Canada under performs US by 38%

General Support

Canada out performs US by 32%

Competitive Pressure
Canada under performs US by 22%

Source: World Economic Farum, Institute for Strategy and Competitiveness, Institute for Competitiveness & Prosperity
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Attitudes Motivations Structures

Investment for
Competitiveness

Investment

capacity Productivity

/

Institute for
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Engage Ontarians in an ongoing dialogue about
competitiveness

Increase commitment to investments
Invest in upgrading Ontarians’ capabilities

Reduce taxes that hinder motivations to invest in
machinery, equipment and software

Strengthen structures of competitive pressure

Ensure policies are driven by facts
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e Increase investments for productivity and
Innovative capacity

 Raise investment in human capital

* Collaborate to strengthen structures of
specialized support locally

 Seek out the most sophisticated customers
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Summary of Recommendations - Individuals

e Invest more in education

« Be more demanding and sophisticated
consumers




All Stakeholders Have a Role in Realizing Our Prosperity Potential

Government

Individuals Business
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