Action Southwest

Business Networks Coalition

FRAMEWORK FOR SUCCESS



Forward

For most of the past two decades, Canada s gross domestic product (GDP) per capita relative to
the United States has been on a downward slide, year after year. In 2003 for example, the gap in
GDP per capita (at purchasing power parity) stood at $6,501. This represented a shortfall of
about 17% of the U.S. level. Research has determined that the main cause for the income gap

(i.e., in GDP per capita) is the lower Canadian productivity levels.

Research also shows a clear link between economic success and the levels of innovation at the
country and company levels: countries that show more evidence of innovation are richer and
grow faster, and companies that do so perform better financially and have higher share prices. In
an effort to redress the imbalance in income per capita and boost our standard of living,
increased focus has been placed on fostering Canada s and Saskatchewan s innovation capacity

and performance in the context of a global knowledge economy.

Therefore, clusters have moved to the forefront of economic development theory and practice.
Instead of focusing on individual companies, clusters encourage practitioners and scholars to
think about regional economies in terms of groupings of related firms and supporting
infrastructure to increase Canadian productivity levels and economic growth. Government,
corporate, and other decision makers require a new analytical framework for understanding how

clusters enable them to positively affect a large number of firms at a relatively low cost.

Clusters can contribute to regional economic growth under the right circumstances, but there are
no guarantees and no perfect formula. This report identifies three sets of specific
recommendations for how government policy-makers community leaders and the private sector
can use the cluster concept: (1) to understand a regional economy and the sources of its
competitiveness; (2) to promote greater collaboration among regional firms; (3) and to maximize

the impact of government services to private industry.
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Finally, it concludes with the implementation of a publicly funded pilot project called the Action
Southwest Business Networks Coalition with a sole purpose to achieve industry cluster
development. In the end the Action Southwest Business Networks Coalition project or
movement if you will, will serve as a role model where other regions and community leaders
around the province can emulate to identify and act on new opportunities for business retention,

expansion and investment attraction.
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Engaging Industry
Innovation

Economic Overview of Southwest Saskatchewan

Rural Saskatchewan has undergone and continues to undergo significant restructuring as global
economic forces have weakened the market for raw resources, and advances in technology have
eliminated jobs. Also the southwest has had a tradition of industrial underdevelopment
compared to other regions of the province. Economic developers have attributed this to the
regions geography, its location and distance from large markets. And for every community that is
experiencing growth, there are dozens of towns, villages and hamlets that are dangerously close

to becoming extinct.

Southwest Saskatchewan is experiencing a transition from a predominantly rural to urban
community. Rural communities in the southwest are experiencing challenging demographics,
declining confidence levels, an undersized private sector, infrastructure decay, an eroding
primary production sector and as a result a declining tax base. This has meant that public
services and private enterprises developed to serve rural populations have depreciated over the
past years and today are in need of repair, replacement or simply gone. Whether it is the loss of
entire towns, closure of schools, health facilities, churches or retail stores, the trend has been

clear and unrelenting.

Now, as the southwest region of Saskatchewan enters the 21% century, it s economy faces intense
competition in global markets, demand for productivity improvements and quality, and cost
effectiveness. In order to achieve true economic growth for the southwest, our businesses must
become globally competitive not just locally competitive. This new economy brings with it
tremendous opportunities and uncertainty. ~ The new global market place and technological
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advances is providing an opportunity for business to market and compete from virtually any

geographic location.

Communities are also being forced to do a self-evaluation and come up with ways to gain control
over their own destiny, and the networked economy is opening up new vistas. Now, both urban
and rural communities are realizing that a significant investment and repopulation of rural
southwest Saskatchewan is required. It is believed that growth must occur in all key industry
sectors of the region and not just Swift Current.

Industry Innovation is Key to Rural Revitalization

When you talk to the southwest region business owners they will tell you that they desire and
want the ability to conduct their business affairs with a minimum of regulation, in a competitive
environment that provides access to markets in which to sell their goods and services in a manner
that generates a fair return on the capital they have invested. They will tell you they want to
exploit opportunity and markets. They want to grow their business enterprise, thereby creating
employment and, of course, wealth. Most will express a desire to be good corporate citizens and
contributors to the economic well being of their community, region and this province s diversity.
As business becomes more dynamic and volatile, the successes will be reaped by those
businesses with a strong entrepreneurial strength. In the new global economy, competitiveness
and effectiveness are the key attributes for business success. Small business will need to know
how to manage strategically, effectively and with long-term vision.

Small and medium sized enterprises (SME s) have an advantage in the new dynamic economy
where product lifecycles are short and innovation is critical. The flexibility of small firms allows
change to occur rapidly in response to changing market conditions. A growing percentage of
innovation is now attributed to SME s. Extensive historical analysis of successful market
economies has shown that long-term growth occurs due to sustained innovation. Indeed in the
long run, innovation is the foundation for long-term business and industry growth. Innovation
does not happen randomly or evenly across an economy. It occurs in particular places where

conditions are most favorable.
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Businesses assess three factors when making decisions on innovation / expansion or relocation.
They are: business cost factors, community service factors and business information & service

factors.

Business cost factors:

Businesses need competitive business cost factors such as:

Wage rates Availability of labour
Transportation costs Availability of raw materials
Energy costs Availability of credit

Local taxes Proximity of four-lane highway
Provincial taxes Airport facilities

Interest rates Availability of industrial site
Workers compensation rates Quality of telecommunications
Employment insurance Availability of housing
Employee health care costs Availability of quality water

Community service factors:

Businesses need quality community service factors such as:

Elementary and secondary schools Street maintenance
Community education Snow removal
Childcare Zoning

Access to cultural events Sewage

Parks / recreational facilities Public Library
Ambulance services Availability of parking
Health care / hospitals City government

Fire protection Chamber of Commerce
Police protection Economic development
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