QUEBEC : A COMPETITIVE ECONOMIC ENVIRONMENT

Québec i«




Québec :

A competitive economic environment

KPMG has developed a method for comparing business location and operating costs for many
industrial sectors and cities in major industrialized countries. The results of this comparison are
made public periodically. At the request of the Québec government, KPMG broadened the scope
of its study to show separate results for Québec and to consider more economic sectors and
cities. These results, which are given in this brochure, provide a comparison of Québec’s com-
petitiveness in relation to major industrialized countries.

The KPMG study, whose results were released in September 1999, reflects the competitive
situation of businesses in the second half of 1998.

KPMG bases its method on the financial statements of companies over a period of ten years for
each industrial sector and each location. These financial statements provide a basis for compar-
ing costs. They are calculated by combining two main sources of information:

e operating characteristics for each industrial sector;
e current data on investment and operating costs for each location studied.

In general, medium-size companies are considered, i.e. companies employing from 70 to 130
people with annual sales of about $7.5 million to $35 million.

The study has two sections: INTERNATIONAL

(North America and Europe)

(dentied by the following clor code)

The titles of the two sections of the KPMG study are:

¢ The Competitive Alternatives - A Comparison of Business Costs in
North America and Europe - Focus on Québec
¢ A Comparison of Business Costs in Major North American Cities for

12 Manufacturing and 6 Service Industries N 0 RTH- A MERI C A N
(deniid by the following colorcode)

A STUDY BY KPMG
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International section
Manufacturing sectors studied

(North America and Europe)

= Electronics

= Food processing

= Medical devices

= Metal fabrication

= Pharmaceuticals

= Plastic products

= Telecommunications equipment

Service sectors studied

= Packaged software
= Advanced software

Cities and countries studied

= Fifty-two cities in seven industrialized countries
(see maps)

The competitiveness index of Québec is based on the
average costs for the four Québec cities studied:
Montréal, Québec City, Hull and Sherbrooke.

Location-sensitive cost components

= Industrial land

< Industrial construction

= Office lease

= Electricity

< Labour
Wages and salaries
Statutory benefits
Other benefits

= Transportation

= Telecommunications

= Interest/depreciation

= Income tax and other taxes
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American section
Manufacturing sectors studied

North

= Electronics

= Food processing

= Medical devices

= Metal fabrication

= Pharmaceuticals

= Plastic products

= Telecommunications equipment
= Aerospace parts

< Chemicals-specialty

= Non ferrous metals

< Transportation equipment
= Paper-specialty

Service sectors studied

= Packaged software

= Advanced software

= Head offices

= International banking centres
< Multimedia development

= Call centre

Cities studied

= Thirteen North American cities, including Montréal
(see map)

Location-sensitive cost components

= Same costs as in the international section
= Tax and budgetary incentives offered in the
locations studied
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Business location and operating costs:
the study by KPMG, an international firm of management
consultants, provides striking evidence of Québec’s
competitiveness among the major industrialized countries.
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QUEBEC’S COMPETITIVENESS

Québec :

BUSINESS LOCATION AND OPERATING COSTS

(in thousands of US dollars)

Québec

Austria

Canada

France

Germany

Italy

United Kingdom

United States




QUEBEC’S COMPETITIVENESS

BUSINESS LOCATION AND OPERATING COSTS g g

(in thousands of US dollars) -I -I e S

Sherbrooke
Québec City
Halifax
Edmonton
Saskatoon
Moncton
Calgary
Kingston
Winnipeg
London
Kitchener
Kamloops
Telford
Cardiff
Anniston
Boise
Colorado Springs
Scranton
Lewiston
Valenciennes
Linz
Avezzano
Graz
Grenoble
Modena
Toulouse
Dresden
Darmstadt
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BUSINESS LOCATION AND OPERATING COSTS

(in thousands of US dollars)

Montréal
Hull
Ottawa
Mississauga
Toronto
Vancouver
San Juan
Manchester
Raleigh
Atlanta
Columbus
Dallas-Fort Worth
Minneapolis
Chicago
San Diego
Sacramento
Hartford
Seattle
Newark
Boston
Turin
Vienna
New York
Duisseldorf

Y S N U U U
10000 12000 14000 16 000 18000 20000




QUEBEC’S COMPETITIVENESS

Activity seciaeggs

C 1S exceptionally competitive

Table 1

INDEX OF COMPETITIVENESS BY ACTIVITY SECTOR ANALYZED

MANUFACTURING SECTORS

SERVICE SECTORS




MONTREAL’S COMPETITIVENESS

MONTREAL :

a particularly at

Montréal ranks first in 13 activity sectors: advanced software;
international banking centre;

electronics; . .
multimedia development.

medical devices;
metal fabrication;

plastic products; In the five other sectors, Montréal ranks

pharmaceuticals; second:
telecommunications equipment; chemical-specialty;
transportation equipment; food processing;
aerospace parts; non ferrous metals;
paper-specialty; call centre;
packaged software; Head offices.

INDEX OF COMPETITIVENESS BY ACTIVITY SECTOR ANALYZED

Thirteen North American Cities

(United States=100)

MANUFACTURING SECTORS SERVICE SECTORS

Location Aerospace  Chemical ~ Electronics  Food Medical Metal Non Paper Pharma-  Plastic Telecom-  Transpor-

parts specialty processing  devices fabrication ~ ferrous specialty  ceuticals  products  munications tation
metals equipment  equipment
87.4 93.7 91.2 94.5 92.5 91.5 95.1 93.8 93.0 91.6 94.6 94.1
99.2 100.2 100.1 99.3 99.6 99.5 100.3 97.7 99.9 99.7 99.8 99.7
105.1 102.9 105.0 103.4 103.8 107.1 103.4 107.9 103.2 108.2 101.9 103.1
88.1 93.3 92.6 94.5 93.0 93.6 94.9 96.1 93.8 93.9 95.2 94.5
102.3 101.3 102.8 100.9 102.5 102.5 102.2 101.9 101.8 102.9 101.3 101.0
98.3 99.2 99.6 100.6 99.6 100.3 99.5 101.5 99.7 100.2 99.6 99.9
100.1 99.7 99.0 98.9 99.8 98.7 99.3 98.6 99.5 98.8 99.9 100.0

102.4 100.9 101.3 101.2 101.0 101.4 100.9 102.2 100.9 101.3 100.7 100.4
108.7 104.6 108.2 104.7 106.1 108.5 105.9 112.8 105.0 1105 103.1 103.8
102.2 102.4 101.9 103.0 102.7 104.0 101.7 106.6 102.1 103.8 101.1 101.2
103.4 103.4 102.9 104.8 103.4 106.5 102.9 107.3 103.4 105.4 102.2 103.1

91.0 95.5 94.8 95.9 95.0 94.9 97.4 98.0 95.6 0513 96.3 96.3
91.6 95.9 95.6 96.8 0519 97.2 97.3 97.3 96.7 97.0 97.2 96.7
89.5 94.6 935 95.4 94.1 94.3 96.2 96.3 94.7 94.4 95.8 95.4 84.7 79.7 69.9 73.6 82.9 85.9 93.0

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

100.0 100.0 100.0 100.0 100.0 100.0 100.0




QUEBEC'S COMPETITIVE ADVANTAGES

Exceptiona | INARELY

estment costs

INITIAL INVESTMENT COSTS

Average for seven manufacturing industries — Québec and major industrialized countries
(in thousands of US dollars)

Index
Québec 86.3
Austria 1815
Canada 94.3 9
France 100.9
Germany 187.8
Italy 102.1
United Kingdom 144.1
United States 100.0
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Machinery, equipment . Acquisition Construction
and other assets of land of buildings



QUEBEC'S COMPETITIVE ADVANTAGES

Very

TOTAL LABOUR COSTS
Average for nine activity sectors — Québec and major industrialized countries

(in thousands of US dollars)
Index

Québec _

Austria 117.1

10 Canada 67.9
France 116.9
Germany 124.8
Italy 1122
United Kingdom 72.4
United States 100.0
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QUEBEC'S COMPETITIVE ADVANTAGES

IS service

TOTAL COST OF SERVICES
Average for nine activity sectors — Québec and major industrialized countries
(in thousands of US dollars)

Index

Québec 76.5
Austria 132.9

11

Canada 85.6
France 123.0
Germany 134.1
Italy 1422
United Kingdom 109.1
United States 100.0

1 1 1

0 500 1000 1500

Electricity . Transportation . Telecommunications



QUEBEC'S COMPETITIVE ADVANTAGES

A favourE IRt

CORPORATE INCOME TAX RATE!L
Québec and major industrialized countries
(as a percentage)

Québec — 307

Austria 327
12 Canada 35.7
France 39.2
Germany 67.6
Italy 515
United Kingdom 312
United States 36.0
1 1 1 ]
0 20% 40 % 60 % 80 %

(1) Effective tax rate for all levels of government in the jurisdiction in question.



QUEBEC'S COMPETITIVE ADVANTAGES

ShEldaEEEl i ncentives

any sectors benefit

BUDGETARY AND FISCAL INCENTIVES

Average for twelve manufacturing sectors and six service sectors
Thirteen North American cities

(in thousands of US dollars per job created)

Montréal

Atlanta

Boston

Calgary 13
Chicago
Colorado Springs
Columbus
Dallas-Fort Worth
New York
Sacramento
Seattle

Toronto

Vancouver

Canada

United States

0 1000 2000 3000 4000 5000 6000 7000

Manufacturing . Service
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To obtain information on this study,

a copy of the

full report or sector-specific information, contact:

MINISTERE DES FINANCES
Direction des communications
12, rue Saint-Louis

Québec (Québec)GlR 5L3

Tel.: (418) 691-2233
Fax: (418) 646-1631
E-mail: dir.communications@finances.gouv.qc.ca

Ministére des Finances
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