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Logistics:
A key issue for productivity

The productivity level of Québec businesses is itlagdehind that of the province’s
primary economic partners. According to expertss tweaker performance can be
attributed primarily to the services industry, gpeally to the wholesale, transportation,
and warehousing sectors at the core of the suyaliync

However, supply chain innovation is rarely conseteas a means to help catch up, no
doubt because its impact on productivity is undereged. Yet it is a known fact that
most world-class companies who have posted goadtsem recent years owe their
success in large part to the strategic reconfigamadf their supply chains. Logistics lies
at the heart of economic activity and is a keyda&br improving efficacy and efficiency
in all sectors.

It is this position statement’s contention thatibasses need to employ an approach that
relies on logistics as a lever to boost produgtiipuébec’s productivity gaps can be
closed only by taking an approach that is morenatiuto recent developments in the
supply chain, as companies in different sector® lcome increasingly interdependent.

Position statement objective

This position statement illustrates how supply ohainovation can affect company
performance and the global economy, taking intosm@ration environmental impacts
such as congestion, energy consumption, greenhgasg GHG) production, and the
destruction of infrastructures and natural hahitétse concern for both economic and
environmental issues makes this a unique couraetan.

The objective of the position statement is to enage Québec companies in
manufacturing, wholesale, and retail industriegléploy innovative logistics practices
that can improve their competitiveness and proditgti

Logistics: A two-pronged issue
Logistics involves more than mere cost cuttingrefiresents a strategic vision that aims

for heightened productivity in increasingly comgigé markets. It is a tool both to help
companies foster competitiveness and develop neketsa



Logistics: A major opportunity
for organizational and technological innovation

Logistics refers to all management and organizatiagativities involving physical an
information flow within a company and between tloenpany and its partners. Logistics
endeavors to coordinate supply, production, anttiloigion activities. Transport is gn
essential aspect of logistics, but it also inctudepply and demand planning, orger
entry processing and fulfilment, production plamgi materials handling, product
labelling, packaging, assembly and kitting, shipme&onsolidation, warehousing,
relationships with suppliers, customers and thedypproviders, customs clearance and
brokerage, forwarding, fleet management, inventognagement, reverse logistics, gnd
more.
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A number of factors contributed to making
logistics increasingly important to businesses

* Globalization of business activities

The globalization of markets and supply sources,fleel prices and innovations like the
emergence of containers and refinement of infomnatiechnologies have spurred
companies to outsource work to low-cost countriespractice called offshoring—in
order to gain a competitive edge, further compigmd the supply chain.

* Increasing company interdependence
With strong competition emerging throughout the lipsome companies have joined
with their peers to integrate business activitiag achieve shared operating savings,
which results in greater interdependence. Thisctdfthe supply chain, as production and
distribution are no longer subject to single-firotigty, but are increasingly practiced in
networks of suppliers and sub-contractors.

» Reconfiguration of supply chain networks

Global supply chains have also been affected bygemsrand acquisitions that have
reconfigured supply chain networks.

* Production fragmentation and just-in-time strategie

Production fragmentation added additional linkagesthe supply chain and made
transport a more critical part of the production distribution processes.



Just-in-time and mass-customization production tesiitas have exacerbated time
constraints when it comes to delivering produatustomers.

Greater coordination and more follow-up—whetherirdbrmation or goods—become
necessary for optimal management of the resultowst

* Increased worldwide competitiveness

In a highly competitive global economy, companiasrot be content to simply produce
goods at a lower cost than their competitors. Timesst find other ways of improving

their performance and ensuring that they remainpstitive. Logistics can play a major
role here, resulting in better operational integratwithin organizations and improved
coordination and planning, along with gains in s@ort efficiency. In this respect,

logistics should serve as a strong base for aayegfic vision.

» Substantial energy and environmental pressures

The demand for sustainably produced goods and asetk transport (production
fragmentation, smaller shipment sizes, increasedjuency of deliveries, returns
processing, and recycling) has spawned a hostesfigrand environmental concerns that
are prompting companies to explore logistics, imrcle of possible gains. Large
companies that have recently implemented measor&gden the supply chain” are also
finding that these actions lead to productivity a&fficiency gains.

» High logistical costs

Logistics costs are not inconsiderable: in devedopauntries, they represent between 10
and 13% of GDP.

Supply chain optimization: A strategy that can unleash
productivity gains

Supply chain innovation can do more than just leelptrol costs. It can also

* Optimize supply and distribution networks

* Promote better synchronization of various stagekerchain

» Facilitate optimal utilization of production captes

* Improve response to increasingly complex customguirements
* Reduce turnaround

* Help mitigate risk (delays and out-of-stock sitaas)

* Reduce waste and environmental impacts



* Promote better competition management

World-class companies that are current categodelesaowe their success in large part to
the strategic reconfiguration of their supply clsailnnovation in logistics processes
enables them to meet reliability, flexibility, amdpidity requirements while reducing

their costs and dealing with environmental pressutegistics operations not only

generate savings, but also endeavor to create bgldeveloping and implementing new
business models. Here are several examples:

* More proactive customer relationship management

The Internet makes it possible to 1) improve camtion in the production and
communications processes with suppliers and cusgroptimize supply sources, and
3) expand a company’s presence in the market. Téle h’'t simply a “virtual window”
where products can be displayed. It also gives eomes a way to analyze shopping
behavior and anticipate, or even shape, custoréusd needs or desires by comparing
groups of similar consumers using sophisticatedbrélgns. This strategy is used
successfully byAmazon which periodically suggests to its customers bodkSs, or
films that have appealed to like-minded consumers.

* Process reengineering

Continuous replenishment and supply chain agiliy @engineering practices adopted
successfully byDell. After consumers submit their specifications by pham Internet,
Dell is able to offer them a vast variety of computevgh countless combinations of
components, with extremely quick turnaround andwasehousing required. In 2005,
Dell assembled 100,000 computers per day with only hawars of inventory in each
plant and three days of inventory in its entireamigation. Its suppliers have 90 minutes
to deliver components by truck to the assembly. line

» Enhanced supply chain collaboration

A number of collaborative practices are used téebeheet consumer needs, share risks,
or improve forecasts. This is the case with comtirsureplenishment practices, which
involve partnerships between distribution networknmbers so as to better plan the
restocking of retail stores based on point of g#lermation and forecasts developed by
network members. This approach, coupled with aijusine strategy, allow&ara to
quickly react to fluctuating demand and frequemdplenish its store inventories. Using
this strategyZara deliberately produces its garments in small batcire Spain, which
helps shorten the design-to-sale cycle, reducecisgarosts and seasonal markdowns
while creating a sense of newness and scarcityvakt helps boost sales.



» Strengthening resilience Green logistics

Companies are more vulnerable to various risks that affect their product lines as
supply chains lengthen and become more complex tiogeagreater business
interdependence, including procurement issues litigadly unstable countries, increased
customer demands, a proliferation of products, eveh short product life cycles. Late
deliveries, unexpected inventory shortages, andr pmaality products constitute
potentially damaging situations that can comprora@®apany competitiveness.

The quickness with which a company anticipates amghages crises gives it a
competitive advantage that can have long-lastifecesf. This was the case wilNokia.

In 2000, Nokia—unlike its competitorEricsson—was able make up for an inventory
shortage aPhilips, its semiconductor supplier, because it contaotedr manufacturers
during the unexpected delay and also worked dyreath Philips to resolve the problem.
Ericsson which did not manage the situation proactivelyssad the opportunity to
introduce a new product to the market, resultingstimated losses of $US400 million.
Ericssonsubsequently decided to quit making handsetssoowt.

» Green logistics

In order to increase energy efficiency and redwegddence on fossil fuelsedEXx, with

a fleet of 700 aircraft and 44,000 motorized vedgacthat consume 4 million gallons of
fuel a day, decided—despite the global slowdown-rdplace its older planes with
Boeing 757s, allowing it to slash fuel consumptiyn36% and increase aircraft capacity
by 20%. In addition, the company has set up salergy systems at its distribution hubs
in California and Cologne, Germany. It uses hybads that are 42% more fuel efficient
than conventional trucks and has replaced more 2b&f of its fleet with smaller, more
fuel-efficient vehiclesFedExhas also parlayed its energy-saving expertiseangtand-
alone consulting business in this niche.

Innovative logistics practices
lead to gains for Québec companies

* Savvy use of IT optimizes the production process

Lambton Doors, North America’s sixth largest producer of dooos institutional use,

adopted radio-frequency identification technology tyears ago to optimize its overall
production process. An RFID tag inserted in eachrdalows production lots to be
tracked on a unit basis within the plant until tteeg loaded on trucks for delivery. With
Lambton manufacturing to individual requirementspduction equipment reads each
RFID tag and automatically adjusts to produce ardibat accurately meets the



specifications. The company, which manufactures@pmately 800 doors a day, also

uses this technology to manage space in its plamth may house as many as 10,000
doors at a time. RFID tags also make it possibl®tate a particular door in a lot, if

necessary. And the technology lets Lambton comlgletetomate data management so
that an instantaneous overview of production stetusvailable. With neither inventory

nor a warehouse, Lambton manufactures to ordedatigers directly to worksites using

the services of a logistics provider that handiasdport. The company recently delivered
1,100 doors to the Marriott Hotel in Montreal. Appimately 70% of the 180,000 doors
that Lambton produces each year are for export.

* Ecodesign, at the heart of energy and material sgs

Bain Ultra, a bathtub and home spa manufacturer located int-Secolas, on the
outskirts of Québec City, sought to reduce the obstirbines used in its air jet massage
tubs. Development of a new turbine to optimize flmw meant that noise and energy
consumption could be reduced 15%, resulting in féd@r kilograms of GHGs being
emitted during the product’s useful life, estima#@0 years. With fewer parts and fewer
welding seams, the new turbine is easier to assemnid disassemble; by reducing its
assembly components 30% and its mass 50%, it catobked, installed, and maintained
for less. In addition, the new turbine has a lorlderexpectancy than its predecessor, as
noted by the Institut de développement de produits.

» Expanded production—without increased energy congution

Cascades recently consolidated its computer resources amdaced employee work
stations with more energy-efficient equipment, lsilag its data-related electric bill 85%.
Seventy servers located at the company’s North Avaerplants and offices were
replaced by virtual servers at data processingecgem Kingsey Falls and Candiac. These
two locations are now home to systems known asebdadvers, which together can hold
more data than all 70 of the older servers. Andenthie previous servers used as much
as 21,000 watts, the new system makes do withthess3,000 watts.

As data centers consolidate, traditional computevith hard drives and local
applications, are becoming a thing of the pasthiermerly local apps now residing on
virtual machines, today’s employee needs just d&asd, mouse, and flat screen. And
where a traditional computer used between 100 &t \2atts of electricity, today’s
terminal requires 2 to 15 watts. This means thatdbmpany can expand production
without increasing its total energy consumptionaldo reduces the amount of obsolete
equipment sent for recycling or to landfills.



Changes on the global economic and political stages

signify major challenges for logistics

* Energy and raw material price increases

Once the economic slowdown ends, fuel and raw maaterices should be on thése
again, if for no reason other than strong demaathfemerging nations. The domestic
markets of such countries will expand, wideninglé¢rdetween Asian nations, while trade
with developed nations will also continue to graddompanies will find it in their best
interests to make production more efficient, thgrebducing costs, transportation
requirements, and even production and distribuiimeframes.

Itinerary optimization, aided by intelligent tramstation systems, will become more
important.

Land planning issues will become crucial: regionastndistinguish themselves by
emphasizing the value-added services they offererdnating their positive business
climates and the infrastructure (in the form of tpprirports, logistic hubs, free trade
zones, highways, and railways) that will let companserve ready-made consumer
populations.

* Increased environmental pressures

Environmental pressures should intensify due toreim®ed energy prices, product
sustainability requirements, pressure on infrasiines, and government commitments to
address increasing GHG emissions. Regulation ieetlaeas is expected to intensify.
Many companies have already implemented greentiogizeasures, and this trend will
grow.

Intermodality, which is being turned to increasingb lessen transport-related energy
costs and avoid road congestion, should also leelpce congestion.

The contradictions between business productivitgd anstainable development will
diminish. Many leading companies have already egpeed success combining supply
chain optimization and sustainability. Early adopteare most likely to derive a
competitive edge from doing so.

» Logistics choices and city logistics: a difficulalance to strike
This is a level where existing contradictions coulé exacerbated. Just-in-time

production practices and reduction of warehousiogshmean that more transport is
required, thereby aggravating road congestion.



As for e-commerce, greater numbers of home deégeaind returns are driving up the
“cost of the last mile,” leading to greater intéredast mile logistics

Increased demand for urban and environmental pignwill also mean there is a larger
role to be played by city logistics, to meet thebility and accessibility needs of people
and goods.

» Changes in buying and consumption habits

Buying and consumption habits are evolving towaadsore active participation of
customers. This is translating into greater rekan e-commerce, products that are
personalized on the basis of buyer preferenceseaed collaboration with customers in
the design of new products. Companies that havedeeldo manage customer relations
more proactively are already reaping significamtdjis.

The trend of associating services with sold praslwgtl continue to develop: the service
economy—as opposed to the product economy—is isrglg attuned to environmental
concerns and enhances customer loyalty.

* Supply chain complexification

The growing complexity of supply chains and thegager vulnerability to potential stock
disruptions accentuate the need for product traltiyand dynamic tracking systems.
Environmental concerns also make better tracepbditmust, if only to verify that
products are inherently sustainable or to ensweie thcovery and recycling at the end of
their useful lives. Product traceability also makgsossible to meet requests to postpone
or expedite delivery.

This complexity requires greater cooperation witdrious supply chain partners, both
down- and upstream, so as to result in the besilgesntegration.

» Heightened concern about safety questions

As global supply chains become more complex, valoiéty to international political
and economic disruptions is increasing. This alsitiffes standardized rules and strict
measures to ensure that consumer products arexsdféhat appropriate guidelines are
defined for the transport of hazardous materialereHagain, there is a need for
traceability. Greater attention must be paid th nmnagement.

The threat of terrorist attacks has lead numeraustties to institute counter-threat
measures that are likely to complicate customs &fitires and slow truck traffic at
borders, which will have an impact on the flow @fogs. Logistics will need to address
this situation in order to avoid delays, chain widions, and price increases.
Intermodality is one of the solutions to this pexl



Some challenges are unique to Québec

» Business expansion linked to penetration of foreigrarkets

The modest size of Québec’s population is an imeento seek inroads in foreign
markets, in order to ensure business expansion.

* A highly competitive environment
The voracity of American mega-companies meansithagination and competitiveness
are a must if players are to carve out a placecdalland/or foreign markets—especially
as the Canadian dollar approaches parity with tt8 greenback.

» Geography that drives transportation costs up

Mobility-related costs are very high given Québegast size, low population density,
and extreme seasonal climate variations, which salfeastructure more vulnerable.

Québec’s dependence on foreign fossil fuel supplyces and its remoteness from North
America’s major population centers also add toutserability.

But Québec also benefits from several
geographic advantages

It serves as a transportation gateway between gqtfmrinces, the United States, and
Europe.

Its proximity to the U.S. market makes it an atirgeclocation for companies wishing to
offer on-demand production with short delivery @nounds.

Québec’s substantial navigable waterways make slistetnce modal transfer a transport
option within the province.

Its extensive coastal zone is ideal for internatiosea trade—which may, however,
require a review of port facility handling capaedi

Significant railway infrastructure also provide g#vle possibilities for intermodality.



An assessment of logistics in Québec

* An absence of Québec data

Very little Québec data is available, be it largets studies on company supply chains or
statistics on the transportation of goods that ¢dudlp optimize city logistics. Few
performance indicators have been developed. Moretivere is not much in the way of
an integrated government vision of logistics.

* A wide gap between academic expertise and busiegpsrtise

A great deal of supply chain expertise can be fowitdin Québec research centers and
universities, as well as third-party logistics pd®rs. Extensive training is also available
at the college and university levels. But the tfanef knowledge to business is lacking.

Québec companies, when compared to their Amerigad.European counterparts, are
significantly behind when it comes to logistics, aflirer in terms of outsourcing to the
logistics service industry, adopting informationclirologies and e-commerce,
communicating with various supply chain stakehddetiversifying export markets,
managing risk, relying on intermodality, or hiriilgernal logistics specialists. The gap is
even more pronounced in small companies. In addgibosinesses are often unaware of
their overall supply chain costs.

» Underuse of information technologies

While information technology use may be closelyrelated with company productivity
and enable better supply chain coordination, thegmation of IT tools into the work
processes of Québec companies leaves much to redjan terms of e-commerce as
well as process computerization and new collabaratipplications. They have been
particularly slow to adopt software packages arettebnic traceability tools such as
radio frequency identification.

Despite high Internet use rates, Web potentiakiad underutilized; among companies
with websites, there are relatively few adherentsnumerous business functionalities.
U.S. companies use 30% more electronic technology their Canadian counterparts. In
2009, more than half of Québec SMEs still did rentdnan in-house IT specialist.

» Supply chain integration and outsourcing also lagbind
The growing supply chain complexity brings aboutmpanies to turn management of

logistical activities over to third-party providemho have advanced expertise, in order to
concentrate on their core competencies. Subcoimgaatiows better process integration
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as specialized logistics providers—with their glolstrategic vision of what is happening
in the overall supply chain—are often better eqaegpp manage flows.

Despite the benefits that could be gained, comganiuébec and elsewhere in Canada
lag significantly behind the irreversible intermaal trend to outsource logistics
operations;those companies théave taken the first steps have reduced their guppl
chain management costs and increased their sal@sspgortation and warehousing are
the areas most often outsourced, but this is mamatier of operational collaboration
than strategy; in other words, the service is saotvacted, but not its management.

» Little reliance on intermodality

While intermodality is seen as a solution for GH@igsion increases, road congestion,
and high energy costs, it is still not widely preetl by companies despite the existing
infrastructure and recent government support pragraThe inadequacyf rail
transportation for moving goods and just-in-timedurction and distribution practices are
cited as impediments to intermodality. Neverthelé@ssreasing environmental pressures
and city logistics constraints should continuerioairage a modal shift to more energy-
efficient transportation that helps alleviate readgestion.

» Green logistics not yet widely practiced

With little documentation available on Québec, fipears that, across Canada, green
supply chain management practices could be improw@d2009, energy-efficiency
measures were employed by 55% of companies in raatwring and 45% of companies
in retail. Other types of measures—such as reduGHG emissions and waste, as well
as product recycling and packaging—were being adbat lesser rates. Reverse logistics
capacities (for the recovery and recycling of prddywere much less developed and
efficient in Canada than in the U.S.

» Lack of interest in logistics careers

Despite the existence of numerous programs atdhege and university levels, there is
currently a shortage of qualified supply chain wesek The field is not succeeding in
attracting enough candidates to fill open positi@ml most of those who attend training
programs hail from outside Québec. It seems thattkcipline is not yet widely known
and that the benefits associated with supply clmeygration are not well understood. It
is also difficult to fill certain types of positishsuch as inventory manager, purchasing
manager, supply chain specialist, warehouse peesoamd others.

» Little integration of available support measures
Numerous government support measures are currevdlijable in Québec as well as at

the federal level, but they have not been desigpetifically to optimize the supply
chain. Thus there are measures intended to incréastness productivity and
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competitiveness, as well as policies on energyieficy and others meant to limit GHG

emissions. Different entities are responsible fefirdng actions to be undertaken, based
on desired outcomes, which may complicate the haimaton of measures to be

implemented. There is no comprehensive vision gistics and its key role in the

economy.

Contrary to recent initiatives in various countrigsd regions—such as the European
Union, Germany, Australia, Scotland, South Afriaad New Jersey—Québec still does
not have an action plan to improve logistics ahdreby, business productivity.

» Overlooked land management issues

Logistics can also be a tool for regional developmd&he supply chain can serve to
attract companies and logistics providers to gaeas, promote intermodality, and carry
out activities that add value and optimize the flmvgoods.

Unlike many countries, Québec does not yet hawgiatics hub or free-trade zone where
supply chain activities could be concentrated, mtmg better integration of operations
and leading to economies of scale. There is noesmus yet on where to locate such
infrastructure, and debate continues to pit rediortarests against those of Québec as a
whole.

Nor has Québec identified green corridors that @dwdlp meet environmental and safety
requirements for the transportation of goods. adtiere seem to be no policies on
itinerary optimization and on the elimination oftpotial conflicts between movements of
people and goods.

In view of the major developments under way in ptasuch as the U.S. (expanding port
zones, establishing logistic hubs and free-tradeegp refurbishing rail transport
infrastructure), Québec’s inaction runs the riskusther compromising the ability of its
firms to succeed in today’s highly competitive vaorl
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Recommendations

There is consensus that Québec companies need cteage their productivity.
Logistics—a major opportunity for organizational damechnological innovation—is
acknowledged by productivity experts to be the meBicient lever to attain this
objective and narrow the gap.

Faced with this urgent situation and the need tal d@th current concerns over
sustainable development, Québec must take a maversal approach to address its
primary challenges and seize the development oppidigs they create.

With its energy strategy, climate change actionnpland recent policies on the
transportation of goods, Québec has placed therfilestones on the path that it will
take into a greener future. A vision of the supghain should be part of that journey. It
would open up opportunities created by energy iefiicy and GHG reduction initiatives,
for instance, to involve the entire structure af flow of goods, from the product design
phase to end-of-life recycling. Green logisticeoffa host of innovative ways to improve
productivity.

The work of the steering committee and consultatioeld in the field have also pointed
out the importance of communicating directly with comjgg and their associations,
given their ability to make things happen in thalme of logistics.

Two major opportunities for action

Two types of actions must be taken. The first ingel a series of measures that will
directly help companies address their supply cehortcomings (Recommendations 1 to
4). The second, equally critical, involves creatinfyastructure that is conducive to the
adoption of more efficient logistics practices (Beenendations 5 and 6).

General recommendation

The Government of Québec, particularly Ministere developpement économique, de
I'Innovation et de I'Exportation (MDEIE), should femulate a systemic logistics vision
and action plan

Decision-makers must recognize that the supplynchsia key factor of economic
competitiveness and clarify Québec’s vision witham to logistics and transportation.
This vision must provide a systemic, integratedrapph that addresses in detail the roles
of the various actors in government, industry, anddemia. This plan should be subject
to discussion, validation, and strategic optionghiw the context of a conference or
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forum. This approach, under the aegis of MDEIE u#thanvolve other ministries—such

as Ministére des Transports du Québec (MTQ), Ménéistdes Affaires municipales, des
Régions et de I'Occupation du territoire (MAMROBRd Ministre du Développement
durable de I'Environnement et des Parcs (MDDEP)-+t+thi@ also responsible for

infrastructure, land mangement, and sustainableldpment.

Focused on supply chain optimization and addressiog only the manufacturing
industry but also the corporate services sectas, dlotion plan should emphasize the
potential gains in terms of logistics efficiencyddirms productivity. It should reconcile
regional development objectives and logistical caffy, in addition to integrating
environmental imperatives.

The primary actions to be taken are covered irfid@wing recommendations.
Specific recommendations

1. Ministere du Développement économique, de [IInndeat et de
I'Exportation should implement measures to improkaowledge transfer so
as to help Québec companies make up the leeway dgistics and
productivity.

a. It is recommended that MDEIE, supported by uniwgrexperts, establish
relationships with business associations and tietiworks of experts (Québec's
federation of boards of trade [FCCQ], Ministérel'@lucation [MEQ], regional

innovation hubs,industry associations) to disseminate case studigs best

practices guides to their constituencies using etsigdetermined methods
(forums, expert committees, etc.). The audienceulshaot be limited to

manufacturing companies, but should include loggspiroviders as well.

b. In the near future, MDEIE should also step up thevelopment and

dissemination of supply chain best practices, deoto help companies deal with
logistics issues. This effort should be directedeeslly at SMEs, where the
adoption of best practices is much slower.

c. In addition, Commission des partenaires du madchtavail should be invited
to explore the possibility of offering ongoing lstics training that includes
namely the greening the supply chain.

d. As there is no active intermediary in place teegiSMEs access to best
practices services and information, it is recomneehthat MDEIE explore the
possibility of appointing an existing agency to tienliaison and the transfer,
demonstration, and networking of expertise (inalgdihat of CCTTs [Centre
collégial de transfert technologique] that dealhwdgistics), in keeping with the
roles and strengths of each. The best entity te ¢akthis responsibility appears to
be CEFRIO [Centre francophone d'informatisation oegmnisations], given that
it already plays a critical role in disseminatingokvledge on the adoption of best
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practices in information technology, a sector wh&wbec companies exhibit
shortcomings. This intermediapyganization would be tasked primarily with the
following responsibilities:

o0 Support linkages between universities, logistiassodtants, and business

o Facilitate the dissemination and appropriation @fstbsupply chain
practices

o Encourage companies to engage in supply chainsaasess, and provide

tools to be used in the process

Promote the distribution of decision-making tools

o Carry out demonstration projects

o Identify industry supply chain workforce requirenterand available
support programs

o Provide a showcase for Québec supply chain innavati

(@)

2. Ministere du Développement économique, de [Inndeat et de
I'Exportation and Ministére des Finances should adjt incentives to spur
SMEs to improve their supply chain practices

Financial aid and coaching are effective ways tip lad encourage companies to
improve their practices and operations. In vievthef essential contribution of supply
chain practices to productivity, direct and indirprograms—including internships—
must be adjusted to spur business and supply d¢haovation and to provide an
overarching approach to helping and coaching bsse® rather than piecemeal
interventions. (For more on this topic, see the &dis recent publicationrRour un
financement performant de l'innovation dans lesegriseg. In addition, in order to
better reflect current conditions in industry—whemsterdependence among
companies exists across all sectors—these progemtismeasures must be made
available to companies in the logistics, informatgervices, and consulting sectors,
which play a crucial role in supply chain optimipat

Lending institutions, which are the primary souwf financing, should also be
brought into the picture; in addition to making theware of these efforts, they
should be given the means to develop assessmehanmisms for loans to companies
that wish to improve their supply chain processes.

3. Ministere du Développement eéconomique, de [IInndeat et de
I'Exportation should support more active inter-corapy and inter-
association collaboration.

Given the modest size of most Québec companiesterbahnter-company

collaboration—in the areas of transportation andelausing, for instance—can
foster economies of scale and increase supply céfficiency. Similarly, greater

collaboration among associations can improve sugpéyn operation and knowledge
transfer. It is therefore recommended that:
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Business training programs cover these concernshandbeneficial effects

Business associations be made directly aware of biweeficial effects of
improved cooperation and encouraged to promote seffictts on their websites

4. The Government of Québec must do more to promotgisiics careers to
Queébec students and to make companies aware ofiti@rtance of using
such resources.

In view of the small number of Québec students Hrat attracted to logistics
careers, and of the key role that the provinceligarsities play in training foreign

students in this discipline, it is important to d®p incentive measures and
promotional messages that will demythify logistm®fessions and attract more
young Quebecers to this line of work. These meassah®uld be developed in
partnership with the industry, so as to meet itsc#g needs. It is therefore
recommended that:

Incentive measures and messages that explain wdgjatits professionals
do should be implemented to attract more young @cetis to supply
chain careers. These measures should be developedrtnership with
educational institutions and industry.

Since industry underestimates the role of logistass a growth lever for
productivity, it is also important to

Make companies aware of the importance of havirtgrmal logistics
competencies and recognizing the impact of the Igugmin on business
performance and competitiveness.

5. The Government of Québec, in making infrastructurefated decisions,
must act with the goal of promoting logisticefficacy that benefitsthe
province.

It is recommended that decisions regarding infaastire development be
based on province-wide needs, rather than regmmlakcal needs, so as to
better articulate the Québec development modehéngiobal economic
and industrial contexts.

Contradictions between regional development goal$ lagistics efficacy require
balancing regional interests against the effectgerof the supply chain. A particular
region cannot be singled out if doing so consedyejgopardizes Québec’s
competitive stance in the North American marketisTdpproach is consistent with

the overall vision that Québec must adopt.
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Providing tangible opportunities for stakeholdexa specific areas to regroup will
also encourage inter-company collaboration, codatdi flow, and reduce
unnecessary transport, aiding both sustainable la@went and global
competitiveness.

6. The Government of Québec should carry to completiewithout delay—its
ongoing infrastructure initiatives that will bolstelogistics operations.

Specifically, it must act swiftly to finish the extsion of Autoroute 30, complete
and implement the intermodality policy announced tears ago, and follow up
on feasibility studies for the creation of a logist hub in Montérégie and
initiatives for the Ontario—Québec Continental @atg and Trade Corridor.
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