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Mapping Canada in Asia
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Presenter
Presentation Notes
This map which is on the Munk site and also on the site of the Asia-Pacific Foundation now maps over 1800 locations of almost 700 firms and organizations.  Largest sector by far is other services


Majority are SMEs
2/3 of all locations services-related
More than one location in one country, esp China and India
Ontario the largest percentage in terms of HQs



CDO What is the CDO data set?

Based on CanAsia Map
CDO subset of high tech firms
Sorted by 3 Digit NAICS code

192 companies

e 43 Large Firms (> or equal to 500
employees)

e 149 SMEs (< 500 employees)
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CDO firms in Asia: mostly SMEs!

Canadian Digital Economy Firms in Asia by # of Employees
60

 Employee head counts provided in 50
aggregate
40
e Sample size still small (under 200 2
companies) 5 >0
20
e 2/3 of firms employ 51-500 people in
total y I
0 . H B

11-50 51-200 201-500 501-1000 1001-5000 5001-10000 10001+
# of Total Employees


Presenter
Presentation Notes
Given the relatively high percentage of services-related firms, not a surprise that many are SMEs




Industry Category

Large firms in manufacturing and
SMEs in software

% of Large Companies vs SMEs by Industry

Other (NAICS 200&400s)

Manufacturing (NAICS 300s)
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Presenter
Presentation Notes
Again, not a surprise that large firms tend to dominate in the manufacturing sector


Manufacturing dominates among Large Firms

g
’-

e By NAICs code

e 541: Prof and Tech Services
(this includes software)

10 Companies

e 334: Computer and Electronic
Manufacturing

e 10 Companies



Presenter
Presentation Notes
Here is the detailed breakdown for the large firms: orange is NAICS 334, blue 541 which are the two most populated fields

I’ll be showing some further analysis on these sectors later


Software dominates among SMEs

&

e By NAICs code

e 541: Prof and Tech Services
(this includes software)
* 64 Companies

e 334: Computer and Electronic
Manufacturing
* 33 Companies

e 41 Companies fall into Other

e 12 NAICs Categories represented
by only 1 company

561 - Admin
Services

Wholesalers

335 - Electrical

423 - Merchant 7
Equipment

Manufacturing
517 - /

Telecommunications

511 - Publishing
Industries

)

333 - Machinery
Manufacturing


Presenter
Presentation Notes
SMEs :here 541 is the clear leader; software companies such as BlueCat Networks, Chipworks

334 - Norstat, Mitel, Miranda Technologies, Dragonwave
333- Trojan Technologies,  Hibar Systems,  Carmanah 
335 - Hydrogenics Reliable, Controls Senstar Corporation, Corvus Energy 
511 - Surecomp, Innovmetric Software (Polyworks Software), WinMagic Data Security 
517 - Pure Technologies, Axia NGNetworks, BTI Systems, Centrilogic 
541 - Mxi Technologies, Aversan, BlueCat Networks, Chipworks 
561 – Simpro Solutions, Blackice Enterprise Risk Management Inc. 
423 - Kinaxis , Absolute Completion Technologies, Kit-Tronics 



SMEs : Ontario leads in HQs

SME Province of Headquarters

e 149 SMEs in CDO Dataset

e Ontario
e 70 Companies

e British Columbia
e 29 Companies

* Quebec
* 24 Companies



Presenter
Presentation Notes
What is interesting here is that while Ontario is not the biggest trader with Asia, it has the largest number of companies represented in Asia.  This is similar to the larger CanAsiaMap dataset: here Ontario-based firms make up 47% of CDO SMEs and it’s the same for large companies as well. 


First stop in Asia: China/HK

Location of First Entry for Large CDO Firms Location of First Entry for CDO SMEs

® China &HK m®=India = S.Korea = Japan = ASEAN w China &HK m India = S.Korea = Japan m ASEAN


Presenter
Presentation Notes
Now we are going to look to see where the companies in the CDO dataset went first in Asia.  We divided Asia into five markets: China/HK, India, South Korea, Japan and ASEAN as a whole. 

Generally speaking the trends are the same when comparing Large companies to SMEs, with a slightly stronger preference among SMEs to locate to China/HK first (shown in blue).  For SMEs, ASEAN and Japan vie for second place; where for large companies ASEAN is the clear second– this is likely due to higher labour costs in Japan– this is not such an issue for smaller companies.




Average Year of Entry

China &HK
. 10&0
e Even though China )
. o0
has far more firms ’
o« e ©
Japan was originally P
the favorite first ASEAN ol india
destination for CDO o
firms 900 Avg Large
Company
Entry Year
Avg SME
Entry Year

Japan S. Korea


Presenter
Presentation Notes
Next we looked at the year of entry in Asia for the CDO dataset.  

Firms in Japan have been established for the longest time across the 5 Asian markets

Usually large companies entry before SMEs, the only exception is Korea which shows a later location trend after all– Korea still considered to be a closed market in many areas.


Large and Small: After China/HK, then...

Date/Sequence of Entry: Large Firms Date/Sequence of Entry: SMEs

First Entry Location  Second Entry Location (# of Firms) First Entry Location Second Entry Location (# of Firms)

China/HK e China then Japan (5) China/HK e China then ASEAN (15)
/3 Firms

e China then Japan (6)
e China/HK only (46)

e China then ASEAN (4)
e China only (7)

22 Firms

e ASEAN then Japan (4) ASEAN * ASEAN then India (8)

e ASEAN then India (3) . * ASEAN then Japan (5)
34 Firms « ASEAN only (13
e ASEAN only (4) only (13)

* Japan then China/HK (5)
* Japan then South Korea (5)
e Japan only (8)

* Japan then ASEAN (4)
e Japan then China/HK (2)
e Japan only (0)



Presenter
Presentation Notes
Then we took a look at where the CDO firms went for a second location.  

Large firms are far more likely to establish additional locations in another of the markets.  

For SMEs, the story gets more interesting. China and HK remain a favorite first destination, but SMEs who chose to locate here first are very likely to stay in China/HK. This could be because these SMEs use their locations in China/HK as a base of operations for the rest of their activities in the AP region.  We have also noted previously that companies are more likely to have more than one location in the large markets of China and India.


Examining 129 CDO Firms:

with Operations in Asia plus EU and/or USA


Presenter
Presentation Notes
Next we decided to look at another subset of digital economy firms: those with operations in Asia plus either the USA, EU or both– what is interesting is that even SMEs in the digital economy can have this kind of global imprint.  At 129 firms, this comprises about 67% or 2/3 of all of the 192 firms in the CDO Dataset



First market entry

The story is different between large firms and SMEs

First Entry Location (Large Firms) First Entry Location (SMEs)



Presenter
Presentation Notes
The established wisdom is that Canadian firms expanding into foreign markets get their feet wet first in the market next door, the USA, before going any further.  When we looked at the large firms, this was the case, a preference for the USA as first market, here shown in blue.

The story is completely different for SMEs – where the data shows that these SMEs prefer Asia as the first location.   Apart from the fact that Asia is the global growth market, it is also where firms in the high tech sector are manufacturing, and I would surmise that Canadian firms may have been following their clients.  We will be looking at this more closely. 


Large Firms First Entry by Sector: Asia-US-EU

number of firms

Other Serivces (500s)

Other Manufacturing (300s)

517 - Telecommunications

335 - Electrical Equipment Manufacturing
333 - Machinery Manufacturing

334 - Computer & Electronic Manufacturing

541 - Professional &Technical Services
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Presenter
Presentation Notes
Next we broke down first market entry by sector.  For large firms, the USA was the overwhelming first choice for software, whereas Europe was the first for manufacturing; NAICS 333 and 334


SME First Entry Location by sector: Asia-US-EU

333 - Machinery Manufacturing

335 - Electrical Equipment Manufacturing

517 - Telecommunications

511 - Publishing Industries

334 - Computer & Electronic Manufacturing

541 - Professional &Technical Services

number of firms

2 4 6

W Asia ® Europe M United States

12

14

16


Presenter
Presentation Notes
For SMEs, the first choice in the software sector was Asia, but not by much; and Europe lead in 334.  This may also point to global value chain participation.


Large firms vs SMEs:
noticeable differences in next markets

Date/Sequence of Entry: Large Firms Date/Sequence of Entry: SMEs

, : First Entry Location ' '
First Entry Location Second Entry Location (# of Firms) ry Second Entry Location (# of Firms)

* Asia then USA (21)
¢ Asia then Europe (18)

e USA then Europe (15)
e USA then Asia (10)

United States
22 Firms

e USA then Asia (23)
e USA then Europe (11)

e Europe then USA (8)
e Europe then Asia (8)

United States
36 Firms

Europe

14 Firms

e Asia then USA (2)
* Asia then Europe (1)

e Europe then Asia (17)
e Europe then USA (12)

Europe
30 Firms



Presenter
Presentation Notes
Now that we know where these CDO firms went first, we then took a look to see where they went next.  For large firms, 

Should note that some of these firms moved to different markets at the same time– again this may reflect GVC participation. 


Industry Case Studies

Software vs High Tech Manufacturing Industries


Presenter
Presentation Notes
Finally, we decided to take a look at the two sectors which were most populated: 334 and 541 to identify location trends in market entry and participation 


NAICS 541
Professional and Technical Services

Large Companies Small and Medium Enterprises (SMEs)
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Presenter
Presentation Notes
These are just a sample of the firms we were looking at in this sector.
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CDO: Software Locations in Asia

NAICS 541 - Professional and Technical Services

China/HK Offices India Offices S. Korea Offices Japan Offices

i Large Total # of Locations i SME Total # of Locations ——Large Avg Year of Entry

ASEAN Offices

~—SME Avg Year of Entry

2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999

Average Year of Entry


Presenter
Presentation Notes
To me this graphic shows global value chain participation or at least companies following their partners and customers into markets.

You will note the relatively uniform ratio between large and small companies across Asian markets– both large and small firms have the most locations in China, followed by ASEAN, Japan, India and South Korea.

Then if you take a look at the average year of entry, you will note that the SMEs follow the large firms into Asia.  I recall being in Tokyo in 2002 when we had a parade of Canadian software companies through the Embassy.  Japan was also the first location for the SMEs albeit at a much later date.  


NAICS 334 —

Computer & Electronic Manutfacturing

Large Companies

Small and Medium Enterprises (SMEs)

creation
TECHNOLOGIES
Working togeth ) build t U

Z

“22BlackBerry Celestica.

(6 MITEL ROSS

Production Technology Experts
A
~, Averna

»

Dragon\Wave
Norsat

International Inc.



Presenter
Presentation Notes
Here I should point out that we have adopted the classification that Industry Canada has used for these firms, however, we know that these firms also have a software services component to their businesses– another reason to create classifications other than NAICs codes! 


30

25

N
o

15

Total # of Locations
[EnY
o

ul

CDO: High Tech Mfg Locations in Asia

NAICS 334 - Computer & Electronic Manufacturing

China/HK Offices

India Offices

I Large

B SME

S. Korea Offices

——Large Avg Year of Entry

Japan Offices
~——SME Avg Year of Entry

ASEAN Offices

2012

2011

2010

2009

2008

2007

2006

Average Year of Entry

2005

2004

2003

2002


Presenter
Presentation Notes
For SMEs in manufacturing, ASEAN tops China/HK, but otherwise this graphic largely mirrors that of software.  The outlier in terms of market entry timing in South Korea, where SMEs entered first.  This may be due to obstacles in the Korean market.  Interesting as well that China and India are equally represented in terms of locations.  


Next Steps

 GVC mapping to follow Canadian expertise in the digital economy:
e.g. BC digital media cluster

e Expand dataset to incorporate US- and EU-based CDO firms

* Interviews with selected NAICS 334 and 541 firms: GVC participation,
major clients, priority markets

Deanna Horton and Jonathan Tavone


Presenter
Presentation Notes
For those of you who were here last year, you might remember that I said that I wanted to do value chain mapping– well, I still want to do value chain mapping, or at least further research on this.  This year the research was based on firms that have locations in Asia; I would like to expand this to those who started off in USA and EU markets, and may have remained there or expanded further.

Going back to one of my original conclusions from the map– what is exciting about firms in the digital economy sector is that you don’t have to be big to be global.  Small firms are following the larger ones around the world– would be interesting to see whether this is the case elsewhere.  And much of this activity is taking place outside statistical boundaries– but if you want to understand how Canada is faring in the global digital economy from a commercial perspective– if you don’t study these firms you don’t get the whole picture.
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