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Background 

Much of the discussion on Canadian investment in the U.S. has been centered on the macro level.  While such investment is significant, the investment by smaller firms cannot be ignored.  The authors have researched Canadian investment in New York and Vermont.  Other similar studies have been done in Ohio and Washington State.  But no previous study has taken a comparative regional location approach for Canadian investment, which could be a very useful policy making tool for regional development.  This research details the preliminary results of a survey of small to medium sized Canadian firms located in the U.S. in order to assess the managerial process behind the decision to locate in a particular region of the U.S., as well as the economic impact those firms have had on the local area.  The research is underwritten by the Canadian Government.

A comprehensive survey of Canadian firms in New York, Vermont, Ohio, and Washington State was conducted, to be followed by interviews with selected firms, in order to isolate the various factors that led the firms' management to chose to locate in one region of the U.S. verses another.  Data collected assesses the extent to which the surveyed firms' sales and investment in U.S. and Canadian operations has expanded as a result of locating in the U.S.

The results of the research should be of particular interest to educators, economic development policymakers, international trade professionals, and other development professionals who can use the information to better understand the decisionmaking process of Canadian firm management and the impact on local and state economies.

The research is timely, due to the imbalance that exists in the literature on Canadian-U.S. business and investment flows, as well as the impact of NAFTA and the changing economic environment.  While both trade and investment flows between the two countries have increased, debate has continued in Canada over the benefit of continued and expanded monetary integration between the two countries.  The results of this research should reveal the benefits that free trade and increasing integration have made on the Canadian economy.  A deeper understanding of the reality of both the decisionmaking process of small to medium sized firms, as well as their impact will help to better prepare educators and professionals in the field to relate to and understand the implications of Canadian firms in local and regional economies.

Preliminary Findings

Some 109 individual pieces of data were requested of firms by means of a mailed survey to lists developed in conjunction with the Canadian Consulates, state departments of commerce and other sources in Vermont, New York, Ohio and Washington State.  The researchers wanted to evaluate the regional differences between Canadian firms' location decisions as well as various measures of growth and impact.  To date, data has been collected from 65 firms representing the four distinct regions.

The industry of the firms varies greatly.  By and large, the firms are manufacturers (40%), with smaller representations of warehousing/distribution and assembly.  Ninety-five percent of the firms have a parent company location in Canada.  Asset size varies from less than $500,000 (US) (20% of the firms) to more than $15 million (16% of the firms).  Eighteen percent of the firms surveyed produced 100% of their total company's sales at their US location.  Nearly 31% produced 100% of their products for the U.S. market at the U.S. location.  Nearly 53% of the firms reported that their production was solely for the U.S. market.

Nearly 60% of the firms surveyed had not had any U.S. presence, prior to the opening of their present location. Those that had some prior U.S. experience reported direct sales from a Canadian location and use of a U.S.-based sales representative, as well as other options.

Only 27% of the firms reported that their decision to locate in the U.S. was motivated by political or economic conditions in Canada.

Some 88% of the firms reported an increase in assets since the U.S. location was established, while 90% reported an increase in sales.  Overall, firms reported a strong satisfaction with their decision to locate in their present location and would encourage other Canadian companies to do the same.  More than 70% of the firms found the local workforce met or exceeded their expectations, but 31% did find the workforce to be less than expected.

When asked to rate various advertising sources as to how important they were to the location decision, the respondents agreed that advertisements in general (including U.S. and Canadian media and trade journals), mailed material and the internet were not important.  Visitations/personal contact by a state representative was more important and about equal to a similar visit by a local representative.  It appears that other considerations (i.e., proximity to headquarters, raw materials or markets) have about equal importance to the efforts of local economic developers.

For instance, respondents rated the following favorably in their decisionmaking (not in ranked order):

Proximity to existing Canadian operations

Access to highways

Trainable labor supply

Skilled labor supply

Local/state incentives

Public infrastructure

Existing industrial base

Community's attitude to business

Proximity to present customers in the U.S.

Potential for growth in the U.S.

It is interesting to note that respondents reported that, if state incentives were unavailable, 93% would still have moved to the same state.  Without local incentives, nearly 87% would have still moved to the same area within the state.

Summary

There is still a great deal of analysis possible with the data collected.  To date, no cross-tabulations have been made and detailed interviews with selected firms are just being scheduled.  The results are encouraging and at the same time perplexing.  Some results may refute long-standing concepts of what state and local developers can do to motivate firms to relocate to a community.  Initial results would indicate that efforts should be directed more to an analysis of what specific types of firms might best be suited to an area, due to proximity to markets, labor force, etc.  The incentives offered may be much less of a motivating factor.

The results of the research will have implications for New York communities, particularly those along the U.S.- Canadian border.  Opportunities abound for Canadian firms to continue the migration to the U.S. under NAFTA and any subsequent free-trade agreements.  The benefits seem clear in terms of expanded markets and sales.  Moreover, New York has the access to a huge East-coast market that many Canadian firms will find appealing.
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