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STIQ at a glance
Founded in 1987, STIQ is a multi-industry association of Quebec-based 
manufacturers whose mission is to develop business relationships and 
improve the competitiveness of manufacturing supply chains in order  
to promote the growth of our economy.

With the largest manufacturing network in Quebec, STIQ acts as a 
performance activator by creating fruitful networking and managing 
made-to-measure improvement programs.

We’ve been working closely with manufacturers every day for the 
past 35 years. Each year, STIQ uses its unique expertise to help over 
700 companies operating in key industries of our economy, including 
aerospace, ground transportation, defence and security, electric power 
and mineral resources.

Study background  
and methodology
Since 2009, STIQ has drawn on its in-depth knowledge of the industrial 
sector—a key driver of Quebec’s economy—to present a concrete and 
realistic annual profile of the sector using a series of unique indicators.

For the 13th year in a row, STIQ had BIP Research conduct a telephone 
survey (from January 18 to February 16, 2022) on the status of these 
indicators for the year 2021. The survey population consisted of 
3,000 Quebec-based manufacturing SMEs with 10–500 employees 
registered in the STIQ database. Some 500 SMEs were surveyed, a 
representative sample relative to the survey population in terms  
of location, sector and company size. The margin of error is 3.9%,  
19 times out of 20.

Careful analysis of indicator trends and cross-referencing revealed a 
number of findings on the state of the manufacturing sector. These 
findings were supported by a thorough literature review on key national 
and global economic and industry metrics. A focus group with ten 
representatives from manufacturing SMEs provided valuable insight  
into the issues facing the industry.

The results of this rigorous study are presented in this report, which 
provides an overview of Quebec’s manufacturing sector and, in particular, 
the SMEs in the supply chains of the main industrial sectors.
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Quebec’s manufacturing industry  
in a few figures
After a difficult year marked by COVID-19 and a general 
economic downturn, Quebec’s manufacturing sector 
bounced back in 2021. Labour shortages, supply problems 
and the effects of the pandemic have led to a somewhat 
sluggish recovery. While 2020 saw a significant decline in 
gross domestic product (GDP), data for 2021 shows a return 
to growth: 6.2% in Quebec, 4.7% in Canada, 5.7% in the 
United States, 5.3% in the Euro area and 6.1% worldwide.1 
Although the manufacturing sector’s share of Quebec’s 
economy has declined slightly over the last three years,  
it remains a key component of the economy, as illustrated  
by the following data:

• Manufactured goods2 contributed $47.3 billion to GDP  
in 2021.3

• Manufacturing sales4 reached $183 billion in 2021, or 26% 
of all sales in Canada.5

• The sector employed just over 431,000 people in 2021, 
accounting for 11.5% of all jobs in Quebec and 28.5% of  
all manufacturing jobs in Canada.6

• GDP per job is 8.3% higher in manufacturing ($109,600) 
than in the overall economy ($101,200).7

• Quebec had 13,573 manufacturing establishments 
(employers with employees) in 2020, or 27% of the 
Canadian total.8

SMEs have always accounted for the vast majority of 
Quebec’s manufacturing industry (Figure 1). In 2020, 92%  
of establishments had fewer than 100 employees and 32% 
had fewer than 5.9

FIGURE 1

Breakdown of Quebec manufacturing establishments  
by company size in 2020
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Figure 2 shows that five industries account for 51%  
of manufacturing GDP: transportation equipment  
(incl. aerospace), food, primary metals, metal products  
and chemicals.10 

FIGURE 2

Quebec manufacturing sector: Share of GDP  
and employment by industry
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Some industries generate higher GDP per job (e.g., primary 
metals, transportation equipment, chemicals, beverages and 
tobacco products) and others lower (e.g., metal products, 
wood products, food, furniture and related products).11

The	manufacturing	sector	has	partially	
recovered	from	the	pandemic
Quebec’s manufacturing sector recovered some of  
its losses in 2020, as shown by the following indicators:

• Manufacturing GDP grew by 4.3% in 2021 (in chained 
dollars12), a sharp increase from the 9.9% decline in 2020.13 
However, that’s less than the 6.2% increase in GDP for  
the overall economy.

• Table 1 shows that some industries rebounded very 
strongly in 2021, such as non-metallic mineral products, 
miscellaneous manufacturing, furniture and related 
products, plastics and rubber products and metal 
products. Conversely, other industries saw a decline in 
GDP, including chemicals, clothing and leather products, 
paper, primary metals and aerospace products and parts.14

• The manufacturing sector’s share of Quebec’s total GDP 
has been trending down for the past three years: 13.3% in 
2019, 12.7% in 2020 and 12.4% in 2021.15 This trend is due to 
manufacturing GDP declining sharply in 2020 and seeing 
little growth in 2021 relative to Quebec’s total GDP.

• In 2021, sales of manufactured goods were up 20%  
(in current dollars) from the previous year (Figure 3),  
after falling nearly 10% in 2020.16

• Manufacturing jobs grew by 4% in 2021 (Figure 4), 
following a nearly 8% decline in 2020.17 Employment 
didn’t return to 2018 and 2019 levels primarily due to 
severe labour shortages and because manufacturing  
GDP didn’t return to pre-pandemic levels.

TABLE 1

Change in GDP of various manufacturing industries  
in Quebec from 2019 to 2020 and from 2020 to 2021

Change	in	GDP	by	industry	 2019	 2020		
	 to	2020	 to	2021

Non-metallic mineral products -10.0% 25.5%

Miscellaneous manufacturing -6.1% 19.3%

Furniture and related products -12.0% 14.8%

Plastics and rubber products -0.5% 12.8%

Metal products -12.3% 10.5%

Transportation equipment  
(MINUS aerospace products and parts) -15.8% 8.9%

Machinery -18.1% 7.9%

Wood products -6.0% 7.6%

Computer and electronic products -9.9% 6.4%

Petroleum and coal products -15.9% 4.8%

Food -5.4% 4.1%

Beverages and tobacco products -0.9% 2.3%

Printing and related support activities -21.0% 1.1%

Electrical equipment, appliances  
and components -15.5% -2.0%

Textile mills and textile product mills 0.2% -2.0%

Aerospace products and parts -21.3% -2.2%

Primary metals -5.8% -2.5%

Paper 1.3% -4.1%

Clothing and leather products -20.9% -5.0%

Chemicals -2.4% -6.5%

TOTAL	manufacturing	 -9.9%	 4.3%
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Quebec growth forecasts for 2022 and especially 2023  
are lower than forecasts for 2021 for several reasons23:

• New waves of the pandemic and more vaccine-resistant 
variants could hurt the economy.

• Labour shortages will be a major challenge in the 
coming years and will affect Quebec more than any 
other province in Canada, particularly due to its aging 
population.24 Without enough workers, business growth 
will be limited. Also, recruitment and retention efforts 
are driving up wages significantly, putting more pressure 
on companies already facing higher input costs.

• Disruptions in global supply chains have occurred in 
virtually all sectors of the economy and have contributed 
to the rising costs of many inputs and outputs. Supply 
delays and disruptions and material shortages are also 
hindering business growth.

• Escalating geopolitical risks related to the war in Ukraine, 
including the uncertain length and outcome of the 
conflict, are rattling financial markets, driving up energy 
and commodity prices and raising the prospect of further 
disruptions to already strained global supply chains.

Quebec’s manufacturing sector still stands out  
for its valuable exports and high-quality jobs: 

• In 2021, manufacturing accounted for 86% of the total 
value of Quebec exports.18

• In 2021, the average weekly wage in the manufacturing 
sector was 6% higher than the Quebec average ($1,090 
versus $1,028).19

In addition, the manufacturing sector is in a situation of 
full employment and is therefore short of labour, with an 
unemployment rate two points lower than the Quebec 
average (4.1% versus 6.1%).20 This may explain the sector’s 
wage advantage to some extent.

FIGURE 3

Sales of manufactured goods, Quebec  
(in billions of current dollars)
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FIGURE 4

Number of manufacturing jobs, Quebec  
(in thousands)
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Outlook	for	2022	and	2023:	After	recovery	in	2021,	many	uncertainties	remain
GDP rebounded strongly in 2021, and many analysts are expecting this growth to continue in 2022 and 2023, albeit more 
modestly (Figure 5): 4.1% and 2.3% in Quebec, 4.0% and 2.8% in Canada, 3.4% and 2.1% in the U.S. and 4.0% and 3.2% globally.21 
Our sources are also forecasting that Quebec’s unemployment rate will drop to 4.6% in 2022 and 4.3% in 2023.22

FIGURE 5

Annual gross domestic product (GDP) growth
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Barometer 2021 highlights
The 13th edition of the Quebec Industrial Barometer presents various issues facing SMEs in Quebec’s manufacturing sector.  
This year, the focus is on emerging themes such as the positive effects of the pandemic, supply chains and cybersecurity.  
This edition also highlights the benefits of good business practices such as investment and digital technology integration.

The Barometer 2020 documented how the pandemic has 
been detrimental to businesses. However, many survey 
respondents have taken the opportunity to implement or 
accelerate measures that are sure to be beneficial in the 
short or medium term (Figure 6). Most companies have 
introduced new HR management practices promoting 
employee empowerment and wellness (70%) as well as 
new internal communication technological tools (55%). 

Also, about four in ten companies have implemented 
new business development technological tools (42%), 
accelerated automation (39%) and developed new 
customers (39%). 21% of respondents said they were 
developing new markets.

Larger companies (100–500 employees) and digital 
transformation leaders were more likely to have  
taken these steps.

COVID-19: The	benefits	of	effective	planning		
and	response

Plans	for	2022	indicate	a	rise		
in	business	confidence
When asked about their plans for 2022 (Figure 7), four out 
of five respondents said they were looking to develop new 
markets or customers (80%) and to invest in fixed assets 
or equipment (78%). Also, six out of ten respondents (59%) 
were thinking about developing new products or services. 
Compared to last year’s survey, there were a lot more 
companies planning to invest in fixed assets or equipment 
(+12 points), a sign that business conditions and outlook  
are improving.

Larger companies (100–500 employees) and digital 
transformation leaders were more likely to be planning  
such projects.

FIGURE 7

Projects planned for 2022
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FIGURE 6

Effective pandemic response measures taken by companies in 2021
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Effective pandemic planning  
and response
While	the	pandemic	has	presented	many	challenges	and	difficulties,	
the	executives	who	took	part	in	our	focus	group	all	indicated	
that	companies	have	been	taking	 the	opportunity	 to	make	
management	decisions	that	are	already	making	a	difference,	
chief	among	them	to:

• Review and streamline all their processes (procurement, production, 
sales, internal communication, external communication, etc.) and 
make them more efficient.

• Develop new work methods to do more and better with fewer 
human and financial resources, especially in the face of severe  
labour shortages.

• Develop more efficient remote working tools, particularly  
in an effort to go paperless.

• Implement engaging projects involving the whole staff, such as 
an ERP (enterprise resource planning) system, ECORESPONSIBLE 
certification, work–family balance certification (ISO Family) or  
a complete overhaul of working time arrangements.

• Think of ways to recruit and retain employees, e.g., a friendly work 
environment, flexible hours, training, multi-skilling and empowerment.

“For	us,	the	pandemic	was	an	opportunity	to	review	
all	our	HR	programs	and	everything	related	to	the	
structure	of	the	company.	We	tried	to	do	more	with	
less,	and	we	succeeded!	Meetings	have	also	changed.	
Nowadays,	we	regularly	hold	meetings	with	people	
from	all	over	Quebec.	We	can	meet	with	several	
companies	and	partners	on	the	same	day.	Before,		
we	would	have	had	to	travel	1,500	km	in	single	day		
to	do	that.”		

Claude Fournier, President and CEO, Sixpro 

“We	took	the	opportunity	to	work	on	engaging	
projects	for	our	employees.	For	example,	we	got	
ISO	9001	and	ECORESPONSIBLE	certified.	Our	staff	
took	part	in	these	initiatives,	which	helped	boost	
employee	retention	and	motivation.”		

Carl Lachance, President, Groupe Industriel Lachance 

“We	improved	our	processes	and	made	everything	
much	more	efficient.	We	basically	reinvented	
ourselves	to	do	more	with	less	and	be	more	efficient.”		

Julie Bouffard, Head of Business Development and 
Marketing, Groupe PMI

INSIGhtS from SmES
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Sales	return	to	pre-pandemic	levels
2021	saw	a	dramatic	increase	in	sales
The Barometer survey shows that sales growth for SME 
respondents in 2021 has returned to pre-pandemic levels 
(Figure 8), with 62% experiencing at least a 5% increase over 
the previous year, a similar percentage to those observed 
in 2018 and 2019. At the other end of the scale, only 16% 
experienced at least a 5% decrease in sales. These results 
are observed across all company sizes, but are even more 
positive for companies with 100–500 employees.

FIGURE 8

Change in sales compared to previous year
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Upswing	in	new	customer	sales	hampered	
by	labour	and	supply	shortages
A quarter of survey respondents reported that new 
customers accounted for more than 10% of their sales. 
That’s slightly more than last year (one fifth), but well 
below the ten-year average of 35%. Faced with severe 
labour shortages and supply chain delays and disruptions, 
companies are having difficulty delivering contracts and 
orders on time and are losing or having to refuse some  
of them. Attracting new customers is more challenging  
and less of a priority in this context.

Quebec	exports	show	some	recovery
After a sharp decline in 2020 as a result of the pandemic, 
Quebec’s international exports bounced back somewhat in 
2021, but haven’t returned to 2018 or 2019 levels. This may 
be because some pandemic-related restrictions were still 
in place in 2021 and the Canadian dollar has risen in value 
against the U.S. dollar (averaging 0.798 in 2021 versus  
0.745 in 2020)25.

• Quebec’s international exports were worth $76.5 billion  
in constant dollars in 2021 (Figure 9). That’s 3% more  
than in 2020.26

• The United States is still Quebec’s main export market by 
far, accounting for 71% of exports in 2021. That figure has 
been stable for the past five years. Far behind in second 
place is China, with 4.2% of total exports in 2020, up 
slightly over the past five years.27

• In 2021, manufacturing accounted for 86% of the total 
value of Quebec exports. Five industries alone accounted 
for 29% of Quebec exports: aerospace product and parts 
manufacturing (9.7%), alumina and aluminum production 
and processing (9.6%), non-ferrous metal smelting and 
refining (3.9%), sawmills (3%) and paper mills (2.9%).28

FIGURE 9

Value of Quebec’s total international exports  
(in billions of constant dollars)
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No	significant	change	in	geographic	
diversification
More than three quarters of Barometer respondents 
(77%) were active in markets outside Quebec (Figure 10). 
Specifically, 23% of respondents sold in Quebec only, 22% in 
Canada only, 32% in U.S. and 23% to international markets. 
Compared to previous editions of the Barometer, there was 
no statistically significant change in the percentage  
of exporting companies.

Geographic diversification of sales varied significantly by 
company size. Companies with 10–19 employees were 
significantly more likely than average to sell in Quebec 
only (38%) and significantly less likely to export to other 
countries (32%). Conversely, only 13% of companies with 
100–500 employees sold in Quebec only and 75% of  
them exported to other countries.

FIGURE 10

Geographic diversification of sales in 2021
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hR recruitment and retention		
issues	are	at	an	all-time	high
Employment	rebounds,	but	held	back		
by	shortages
The Barometer survey illustrates a reversal in the 
employment situation for manufacturing SMEs (Figure 11). 
In 2021, 31% of companies increased their workforce by 
5% or more. While this is a 13-point increase over 2020, 
it is still about 10 points lower than the past three years. 
Despite full employment and very low unemployment in 
the manufacturing sector, jobs haven’t returned to pre-
pandemic levels, mainly due to labour shortages and the 
fact that some industries (e.g., aerospace) still have some 
catching up to do. Companies are struggling to recruit new 
employees when hiring back. Job growth was strongest 
among companies with 100–500 employees.

FIGURE 11

Annual employment growth: Change from previous year
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Recruitment	and	retention	issues		
at	all-time	high
Over the past decade, companies have been facing two 
critical HR challenges: recruiting and retaining skilled 
workers (Figure 12). The situation did not improve during  
the pandemic and actually got worse last year.

In 2021, 91% of respondents considered recruiting skilled 
workers to be somewhat or very difficult—more than in 
any previous Barometer survey. “Very difficult” responses 
peaked at 60% in 2021, after ranging from 43% to 54% 
in the previous four years. Considering that recruiting 
skilled workers was already a big challenge during the 
2020 downturn, it’s not surprising that the problem  
reached an all-time high as the economy picked up  
in 2021. Recruitment has been a major issue for all  
types of companies, but digital transformation leaders  
have been hit the hardest.

Furthermore, 73% of respondents said that retaining skilled 
workers was somewhat or very difficult. That’s also the 
highest level ever recorded since Barometer surveys began. 
Like recruitment, retention is a major issue affecting all 
types of companies. 

FIGURE 12

Proportion of companies having difficulty recruiting  
or retaining skilled workers
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FIGURE 13

Impacts of the labour shortage on businesses
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Shortages	limit	the	growth	of	manufacturing	SMEs
Labour shortages are affecting survey respondents in many 
ways (Figure 13), chief among them late delivery of contracts 
or orders (69%), more hours worked by employees (66%) 
and the loss or refusal of contracts or orders (62%). Three 
other impacts have been reported by a third to nearly half of 
respondents: more outsourcing/subcontracting (46%), loss of 
key employees (39%) and less investment in innovation (30%). 
One in five companies indicated that the quality of their 

products and services had declined as a result of the labour 
shortage. It should be noted that 15% of companies  
said they had relocated some of their operations outside 
Quebec, which is a net loss for Quebec’s economy.

Compared to 2019 (when the same impacts were measured), 
there was a significant increase in late contracts or orders  
(+11 points) and lost or refused contracts or orders (+7 points).
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36%	more	position	to	be	filled	than	in	2020Steps	taken	to	mitigate	shortages

FIGURE 15

Average number of positions to be filled in 2022
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Survey respondents reported an average of 12 positions  
to fill in 2022 (Figure 15), ranging from 3.8 for companies 
with 10–19 employees to 29.1 for those with  
100–500 employees. This amounts to 6,000 positions  
for the 500 companies surveyed. If we project this  
data onto the 3,000 manufacturing SMEs in the STIQ 
database with 10–500 employees, 36,000 positions  
will have to be filled. 

That’s a dramatic 36% increase in the number of job 
openings from the 2020 Barometer (8.8) and 33% from 

the 2019 Barometer (9.0). Labour shortages are directly 
responsible for this increase.

The number of positions to be filled—including newly 
created positions and vacancies—is on average 16% of 
the total number of employees, ranging from 15.7% for 
companies with 100–500 employees to 22.3% for those 
with 10–19 employees. Thus, labour shortages have  
affected smaller companies more than larger ones.

Survey respondents have done many things to address 
the labour shortage (Figure 14), the most notable being 
increasing wages and benefits (87%), having more flexible 
schedules (80%) and hiring less skilled workers than desired 
(74%). Several other measures have also been implemented 
by a significant proportion of companies: investing in the 
company’s image/appeal (60%), setting up or improving 
a training program (52%), automating/robotizing certain 
processes or tasks (44%) and recruiting from abroad (44%).

Compared to 2019, there’s been a big increase in 
international recruitment (+11 points). This is largely due  
to the fact that in 2020, the pandemic made recruiting  
from abroad difficult. In 2021, restrictions were eased to 
some extent, making international recruitment a bit easier. 
Some entrepreneurs have already implemented most of  
the measures listed above and have come to the conclusion 
that recruiting from abroad is becoming an increasingly 
attractive option.

FIGURE 14

Measures taken by companies to address the labour shortage
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Supply chain	delays	and	disruptions		
are	hurting	businesses
Businesses around the world have experienced disruptions 
in their supply chains (supply and transportation 
operations) since the start of the pandemic. The just-in-
time model, which has been in place for years and involves 
coordinating supply and production based on orders rather 
than inventory, has been undermined. Quebec and Canada 
weren’t immune. Governments, businesses and consumers 
have been scrambling to buy goods and equipment.  
Les Affaires explained the situation as follows: “COVID-19 
interrupted the ‘choreography’ of freight transportation 
because normal demand for containers (goods, 
components, equipment, etc.) no longer matched supply  
in terms of quantity, location and timing.”29 

The consequences have been numerous: stockouts 
at various suppliers, longer delivery times, temporary 
cessation of production (e.g., manufacturers affected by  
the semiconductor shortage), higher transportation costs, 
etc. There have also been production problems due to 
labour shortages and work absences, as well as unforeseen 
events such as strikes in some ports and rail blockades.

The Barometer survey shows how supply chain delays 
and disruptions are having a big impact on Quebec’s 
manufacturing sector (Figure 16). Almost all companies 
surveyed (95%) have increased their prices and 80%  
have delivered contracts or orders late. All categories  
of respondents, regardless of size, sector or technology, 
were equally affected by these two issues.

Five other problems were identified by most companies: the 
need to find new sources of supply in Quebec (70%), in the 
rest of Canada (63%) and outside Canada (63%), lower profit 
margins (61%), and the loss or refusal of contracts or orders 
(50%). While only 20% of respondents reported a decline in 
the quality of products and services, this situation can have 
serious consequences throughout the manufacturing chain, 
right up to the end consumer.

FIGURE 16

Problems arising from supply chain delays  
and disruptions in 2021
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80%	Late delivery of contracts  
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63%	New sources of supply  
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63%	New sources of supply 
outside Canada

20%	Lower quality products  
and services

50%	Loss or refusal of  
contracts or orders

61%	Lower profit margins

Supply chain delays and disruptions
Focus	group	participants	reported	that	they	were	experiencing	
most	of	the	supply	chain	issues	identified	in	the	survey.	These	
issues	have	had	a	huge	impact	on	their	operations.	

• Until recently, buyers had been primarily concerned with product 
quality and competitive prices. Now, they prioritize reliable supply 
and delivery times.

• Companies have had to completely rethink their production 
planning, from managing their sourcing and production capacities  
to setting new production and delivery schedules, renegotiating  
with suppliers and customers and selecting contracts to bid on  
(and those to turn down because they're unable to fulfill them).

• Even the most rigorous planning can be futile with so many 
unforeseen events. It’s becoming harder and harder, if not 
impossible, to get fixed prices and delivery times from suppliers or 
subcontractors and, accordingly, to give customers guaranteed prices 
and delivery times. Prices can increase sharply from day to day, week 
to week, without notice. It’s not uncommon for bids—once valid 
for a few months, a year or two years—to be valid for only 24 or 
48 hours. Suppliers are increasingly demanding substantial deposits 
to reserve raw materials or parts.

• Equipment failure is a major problem. Finding spare parts can  
be a challenge—there’s no real time frame for repairs. This can  
lead to long and costly downtime.

• Companies and their subcontractors have been consolidating 
production or certain stages of production in order to reduce 
transportation time and costs, increase control over the 
manufacturing process and ensure greater reliability in  
terms of quality.

• Delays and disruptions are compounded by labour shortages,  
which are already hampering supply chain fluidity.

“For	some	raw	materials,	you	can’t	even	get	a	price	
because	the	lead	time	is	unknown.	This	makes	it	really	
difficult	to	bid	on	projects.”		

Julie Bouffard, Head of Business Development and 
Marketing, Groupe PMI 

“Sometimes	we’ll	submit	a	bid	and	72	hours	later	the	
prices	will	have	changed.	We	have	to	put	a	72-hour	
clause	because	prices	could	easily	double	within	
a	week	and	then	we	wouldn’t	be	able	to	fulfill	the	
contract.”		

Stéfanie Bayard, Director of Business Development, 
Quali-T-Group 

“Nowadays,	we	need	to	make	sure	we	have	a	strong	
supply	chain	and	contingency	plans	with	virtually	
all	our	suppliers.	We’re	lucky	enough	to	be	almost	
completely	integrated—that	really	helps.”		

Martin Grenier, President, L&G Cloutier

“Our	customers	seem	to	be	bringing	production	
back	home.	I	don’t	know	if	it’s	just	our	market,	but	
I	definitely	get	the	sense	that	it’s	risky	for	them	to	
go	overseas,	it’s	risky	to	go	to	Asia.	In	some	cases,	
the	delays	and	additional	costs	have	allowed	our	
company	to	be	seen	as	an	even	more	strategic	
supplier.”		

Claude Fournier, President and CEO, Sixpro 

“I	think	a	lot	of	customers	have	lowered	their	
expectations	in	terms	of	quality	and	have	stuck	with	
their	suppliers	despite	long	lead	times.	People	want	
to	keep	working	with	their	partners	and	are	realizing	
that	delays	are	inevitable	and	that	their	options	
are	limited.	We’re	very	involved	in	the	production	
process	from	the	delivery	of	raw	materials	to	the	
final	assembly	and	we	see	a	lot	of	non-quality,	but	
customers	are	staying	with	their	suppliers	because	
they	have	no	other	options.	”	

Steve Conohan, Vice-President, Business Development, 
Groupe AFFI Logistique

INSIGhtS from SmES
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Investment	rebounds,	except	in	R&D
Productivity	gap	between	Quebec	and	
the	rest	of	Canada	decreases	slightly
Historically, Canada’s productivity has been very average 
compared to other OECD countries. This is partly due to 
Canadian companies not investing enough in fixed assets 
and equipment, research and development (R&D) and digital 
technology. However, the situation has improved recently.

In 2020, Canada’s productivity30 was $56.90 per hour worked 
(in constant 2015 $US), ranking 16th among the 37 OECD 
countries. That was slightly ahead of the OECD average 
($54.00), but far behind the G7 countries ($64.70) and the 
U.S. ($73.40).31 However, Canada’s productivity increased by 
9% over 2018, more than the OECD (4.4%), the G7 (3.5%) and 
the U.S. (3.5%), moving the country from 19th to 16th place.

Quebec manufacturing still lags behind the Canadian 
average and Ontario in terms of productivity, but the  
gap narrowed slightly from 2016 to 2020 (Figure 17).32  
The gap with Canada went from 10.7% in 2016 to 10.0%  
in 2020 and the gap with Ontario went from 11.6%  
in 2016 to 9.4% in 2020.

FIGURE 17

Labour productivity (GDP per hour worked)  
in manufacturing: Quebec, Ontario and Canada  
(constant 2012 $CAN)
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A	return	to	near	pre-pandemic	levels,	
except	in	research	and	development
Barometer data indicates that Quebec manufacturing 
SMEs’ investments in training, new equipment and digital 
technology have almost returned to pre-pandemic levels, 
while those in R&D of products or processes stagnated in 
2021 (Figure 18).

• 74% of companies invested more than 1% of their payroll 
in employee training in 2021. That’s a 7-point increase 
over 2020, but still slightly lower than the two previous 
years. Despite the documented link between training and 
productivity, a quarter of companies still invested less 
than the minimum required by law33 or didn't invest in 
training at all.

• 63% of respondents invested more than 2% of their sales 
in new equipment in 2021, up 9 points from the previous 
year and only slightly lower than in 2019.

• 34% of respondents invested more than 2% of their 
sales in R&D of products or processes in 2021, the same 
percentage as in 2020 and the lowest observed since 
Barometer surveys began. 

• 48% of companies invested more than 1% of their sales in 
digital technology in 2021, up 7 points from the previous 
year. That’s about the same as the level observed in 2018 
and 2019.

Note that there’s a link between company size and  
the four types of investments: larger companies  
(100–500 employees) invest proportionally more  
than smaller companies (10–19 employees). 

FIGURE 18

Investment in training, equipment, R&D and digital 
technology
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   More than 2% of sales invested in R&D of products or processes

   More than 1% of sales invested in digital technology

Investing	is	good	for	sales,	exports		
and	recruitment
Cross-referencing data on investment in training, 
equipment, R&D and digital technology with other 
Barometer indicators shows that companies perform  
better when they invest more than average (Figures 19,  
20, 21 and 22).

• Companies investing more than 2% of their payroll in 
training outperformed those investing less than 1%, 
regardless of size. They were less likely to sell in Quebec 
and Canada only, more likely to export to other countries 
and more likely to integrate digital technology.

• Companies investing more than 5% of their sales in new 
equipment also performed better than those investing 
less than 2%. They had higher sales and employment 
growth and were more likely to integrate digital 
technology. 

• In the same vein, companies investing more than 5% of 
their sales in R&D performed better than those investing 
less than 2%. They were less likely to sell in Quebec 
only, more likely to export to other countries (excluding 
the U.S.) and more likely to have integrated digital 
technology.

• Lastly, compared to companies investing less than 1%  
of their sales in digital technology, those investing  
more than 2% had higher sales and employment  
growth and were more likely to export to the U.S.  
and other countries.

FIGURE 19

Impact of investing in training on business performance 
and operations

39%
53%

61%
47%

12%

30%

51%

18%

Sales in Quebec 
and Canada

Sales outside 
Canada

No or only 
one digital 
technology 

implemented or 
planned

Several digital 
technologies 

implemented or 
planned (6+)

   More than 2% of payroll invested in training
   Less than 1% of payroll invested in training

FIGURE 20

Impact of investing in new equipment on business 
performance and operations
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FIGURE 21

Impact of investing in R&D of products or processes  
on business performance and operations
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FIGURE 22

Impact of investing in digital technology on business 
performance and operations
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Digital technology	integration	is	stagnant
Understanding	Industry	4.0	
Industry 4.0, or the fourth industrial revolution, is based  
on the use of data and new digital technologies. It aims  
to improve business performance in terms of effectiveness, 
efficiency, quality and customer satisfaction. By inter- 
connecting production systems and equipment, using 
innovative technology, processing and analyzing big data  
of production and products and using artificial intelligence, 
manufacturing companies can transform their operations 
into smart and autonomous facilities.

Integrating new digital technologies is the key to a 
successful Industry 4.0 transformation. Going digital is 
about much more than automation and robotics. A facility 
with robots where production is planned using paper 
work orders made with spreadsheets doesn't qualify as 
Industry 4.0. To complete their digital transformation, 
companies must integrate various Industry 4.0 technologies, 
information systems and applications.

Manufacturing companies that make the shift to 
Industry 4.0 use interconnected digital tools to enable 
communication between equipment, processes, inspection 
systems, maintenance software, production planning 
modules and more, and to make real-time adjustments 
to product- and process-related changes arising during 
production. With these systems, equipment can be 
adjusted, and manufacturing processes optimized quickly 
and without human intervention. Companies can also 
leverage multiple sources of data—internal, customer and 
supplier—to facilitate and automate tasks that monitor and 
control administrative operations and transactions. This 
reduces the time, cost and resources required to process 
information and strengthens business relationships.

Integrating	digital	technology	is	a	higher	
priority	for	certain	business	profiles
The Barometer survey shows that about seven in ten 
respondents (71%) currently consider implementing digital 
technology to be a high or medium priority (Figure 23). This 
percentage is higher for larger companies and for those 
that export to other countries (excluding the U.S.) or have 
several digital technologies already in place or planned. 
Unfortunately, companies having made limited progress 
toward digital transformation give little importance  
to digitalization.

FIGURE 23

Percentage of companies for which implementing  
digital technology is a high or medium priority
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FIGURE 24

Digital technology integration (Industry 4.0)

The Barometer survey measured the integration of ten 
digital technologies by manufacturing SMEs. The results 
show that integration varies greatly from one technology 
to another (Figure 24). For example, 33% of respondents 
have already integrated equipment interconnection, 
29% real-time monitoring and control and 26% use of 
connected mobile platforms. Four other technologies have 
been implemented by just under a quarter of respondents 
(predictive maintenance, robotics, interconnection 
with customers or suppliers and 3D printing/additive 
manufacturing). Few companies have integrated online 
product configurators for customers (10%) and automated 
decision-making (8%). While some technologies are 
quicker to integrate than others, and not all technologies 
are suitable for all companies, the digital transformation 
process is far from over.

A significant proportion of companies, ranging from 12% (3D 
printing/additive manufacturing) to 31% (use of connected 
mobile platforms), indicate that they plan to integrate 
digital technology within the next three years. However, 
this data should be taken with a grain of salt. Survey results 
over the past three years have shown that these are more 
intentions than firm commitments. So far, these intentions 
haven’t materialized despite the economic recovery in 2021. 
There are two main reasons for this:

• Several barriers or obstacles are limiting or delaying  
the implementation process (see later in this chapter).

• Implementing new technology often takes longer  
than expected, and full integration can take years.

Integration	varies	by	technology
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Many	barriers	are	holding	back		
the	digital	transformation
As part of the Barometer survey, SME respondents were 
asked to report on six barriers to implementing digital 
technology (Figure 26). Lack of qualified personnel (79%) 
and lack of time (75%) emerged as two of the most 
important issues. Nearly half of respondents identified 
the following three barriers: lack of knowledge of digital 
solutions (49%), difficulty assessing return on investment 
(48%) and significant technological backlog (44%). The least 
common barrier cited was the lack of funding (33%).

Some results have changed somewhat in the past two years. 
For example, compared to 2019, there’s been a significant 
increase in the lack of qualified personnel (+16 points) due 
to recruitment and retention issues and a slight decrease in 
the lack of funding (-5 points). 

There are almost no significant differences by company 
size. Surprisingly, companies that have integrated no or 
only one technology were much less likely to report all six 
barriers to going digital. In other words, companies that 
have integrated none or only one of the ten suggested 
digital technologies see fewer barriers to implementation 
than those that already rely heavily on digital technology. 
Low integration of new technologies in less technologically 
advanced companies is therefore mainly due to a lack of 
interest compared to more advanced companies—barriers 
to digital technology aren't to blame.

FIGURE 26

Barriers to implementing digital technology
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No	significant	progress	in	integrating		
new	technologies—larger	companies		
have	a	significant	lead
Presented differently, the survey data shows that the 
digital transformation has a long way to go (Figure 25). For 
example, 48% of companies have integrated none or only 
one of the ten digital technologies, 30% have integrated 
two or three, 14% have integrated four or five and 8% have 
integrated six or more.

No progress has been made in integrating new technologies 
since the Barometer 2019—the percentage of companies 
that have integrated no or only one digital technology has 
remained fixed at 48%. Furthermore, the percentage of 
companies having integrated two or more isn't statistically 
different.

Digital technology integration varies greatly by company 
size: 64% of companies with 10–19 employees have 
integrated no or only one digital technology, compared 
to 36% of companies with 100–500 employees. At 
the other end of the scale, 14% of companies with 
100–500 employees have integrated six or more digital 
technologies, compared to only 3% of companies with 
10–19 employees. The gap between smaller and larger 
companies hasn’t narrowed since 2019.

FIGURE 25

Number of digital technologies already integrated  
(out of a possible ten)
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Investment	in	digital	technology	goes	
hand	in	hand	with	other	investments
Cross-referencing data on digital technology integration 
with data on investments in employee training, new 
equipment and R&D highlights the strong relationship 
between these activities (Figure 27). Companies that have 
integrated or plan to integrate multiple digital technologies 
(six or more) invest in other areas significantly more than 
those that have integrated or plan to integrate no or only 
one technology.

FIGURE 27

Link between digital technology integration  
and other investments
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The	more	digital	technologies	are	
integrated,	the	better	the	results
Cross-referencing data on digital technology integration 
with data on other Barometer indicators once again shows 
that companies having integrated or planning to integrate 
several digital technologies (six or more) outperform 
those having integrated or planning to integrate no or only 
one technology (Figure 28). They have higher sales and 
employment growth, stronger new customer sales and are 
more likely to export to other countries (excluding the U.S.).

FIGURE 28

Impact of digital technology integration on business 
performance and operations
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Slow integration of new  
digital technologies
Why	 have	 manufacturing	 SMEs	 made	 so	 little	 progress	 in	
integrating	new	digital	technologies	over	the	past	three	years?	
The	executives	who	took	part	in	our	focus	group	shared	their	
thoughts.

• A lot of companies, particularly the smaller ones, still don’t 
understand what Industry 4.0 is all about. Many executives fail 
to grasp the practical implications of the digital shift, which they 
sometimes confuse with robotization. They need to be informed, 
persuaded and educated on this matter.

• Some executives know how important it is to go digital and are 
eager to do so. However, they’re overwhelmed by the scope and 
complexity of the task, not to mention the time it takes. They  
don't know where to start or how to proceed.

• Companies are skeptical about the profitability of such initiatives. 
They’re worried about the return on investment and don't want  
to end up with a white elephant.

• The digital shift can be a tough sell. Getting employees and 
management to buy in, especially those who are older or  
more resistant to technological change, is a real challenge.

• The pandemic has caused companies to put off investing in 
digital technology. Liquidity challenges and uncertainty about the 
post-pandemic landscape have prompted many companies to keep 
more cash on hand as a safeguard against economic risks  
and contingencies.

• Financial institutions are often reluctant to grant loans. It takes a 
lot of effort to convince them to invest in a medium- to long-term 
project of uncertain profitability that they don't necessarily 
understand.

• There’s a lack of qualified consultants to assist companies in 
implementing digital technology. Some consultants recommend 
generic solutions poorly adapted to the company’s specific needs.

“One	of	the	big	challenges	right	now	is	finding	
companies	that	are	ready	to	move	forward,	that	have	
done	the	groundwork.	If	they	don’t	take	these	first	
steps,	they’ll	end	up	with	a	white	elephant—their	
fancy	new	equipment	is	going	to	lay	dormant.	
Nobody	wants	that.	Return	on	investment	is	a	top	
priority.	If	there’s	no	return	on	investment,	there’s	
no	project.	Also,	these	decisions	are	often	made	
by	the	people	in	charge	of	the	company.	With	our	
aging	population,	a	lot	of	business	owners	will	be	
retiring	soon.	Do	they	really	want	to	start	investing	
in	technology	that	could	complicate	a	potential	
takeover?”		

Marc Mellet, Director of Business Development, 
Claret Canada 

“There’s	still	a	great	deal	of	misunderstanding	
surrounding	Industry	4.0.	It’s	not	easy	to	identify	the	
right	projects	for	our	companies	because	we	don’t	
know	too	many	consultants	or	third-party	experts	
who	understand	the	process	well	enough	that	they	
can	come	into	our	facilities	and	tell	us	‘This	is	what	
you	need	to	do	to	move	forward.’	We	all	want	to	go	
digital,	but	we	don’t	know	where	to	start	or	what	to	
expect.”		

Claude Fournier, President and CEO, Sixpro 

“For	many	of	our	customers,	COVID	has	created	a	
lot	of	uncertainty.	People	don’t	want	to	invest	in	a	
climate	of	uncertainty.	They	want	to	keep	their	cash	
flow.”		

Julie Bouffard, Head of Business Development and 
Marketing, Groupe PMI
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Cybersecurity:	Companies	are	aware	of	the	risks
According to StreamScan, the manufacturing sector is one 
of the most challenging in terms of cybersecurity. There are 
many outdated and unsupported systems. Production lines 
and critical systems are often controlled by applications 
running on old operating systems. It’s impossible to install 
up-to-date antivirus software on many of these systems, 
leaving them highly vulnerable to cyber intrusions and 
ransomware. In addition, the move to Industry 4.0—
particularly the interconnection of IT and industrial (OT) 
systems—greatly increases security risks as OT systems  
are exposed to the Internet and cyberattacks.34

Nearly two thirds of Barometer respondents (63%)  
assessed their IT security risk (e.g., risk of intrusions,  
hacking, ransomware) as somewhat or very high (Figure 29).  
Digital transformation leaders (having integrated six  
or more technologies) were more likely to see this as  
a major issue.

More than a quarter of respondents (27%) have experienced 
IT security incidents in the past three years. Larger 
companies, those that export to other countries and 
digital transformation leaders were more likely to have 
experienced such incidents.

Quebec manufacturing SMEs are well aware of 
cybersecurity risks. In light of this threat, the vast majority 
of companies (88%) have implemented measures to 
strengthen their IT security in the last three years. Of  
these, 81% relied on third-party experts acknowledging  
a lack of relevant in-house expertise.

FIGURE 29

Cybersecurity: risk assessment and steps taken
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Cybersecurity and related issues
All	management	staff	participating	in	our	focus	group	acknowledged	
the	 importance	of	cybersecurity	and	related	risks.	Here	are	
their	thoughts.	

• Most were surprised that only two thirds of survey respondents 
perceived their IT security risk to be somewhat or very high. They 
considered IT security to be a major risk for all companies.

• It stands to reason that digital transformation leaders are more 
vulnerable to cyberattacks and should therefore implement robust 
measures to strengthen their information systems. Interconnected 
systems are entry vectors for hackers.

• Although they seem to be aware of the risks, companies aren't being 
proactive enough and aren't investing enough to prevent IT security 
incidents. Unfortunately, some companies wait until something 
happens before taking action, which can be very costly.

• Despite being well aware of the importance of cybersecurity, 
executives feel ill-equipped to take action in this regard. It’s the 
same situation as with the digital shift. Here too, they need to be 
informed, educated and advised on the matter so the information 
can be passed on to all levels. A proper assessment of the situation 
is critical: categorization of risk level, identification of needs, 
communication and training plan, implementation priorities, etc.

• Cybersecurity seems to be a taboo subject. On the one hand, 
companies that experience cyberattacks are very reluctant to let 
anyone know, even internally, so as not to reveal their vulnerability. 
On the other hand, anyone working in a department where such an 
incident takes place will likely not report it for fear of being blamed, 
or worse, fired.

• Some focus group participants indicated that they outsource their 
email systems and websites to reduce the risk of incidents. Others 
routinely perform simulated cyberattacks without the knowledge of 
their staff to test the security measures in place and see if they're 
correctly applied.

“Based	on	what	I’ve	seen,	companies	don’t	invest	in	
cybersecurity	until	something	happens,	but	when	it	
does,	they	invest	in	it	a	lot.	It’s	hard	to	know	how		
to	protect	yourself.	It	can	happen	anywhere.”		

Carl Lachance, President, Groupe Industriel Lachance 

“I	feel	like	you	only	really	know	what	you	need	to	
protect	yourself	once	something	happens	to	you.		

Christian Bleau, Business Development – Technical 
Representative, S. Huot 

“I	don’t	think	all	companies	are	prepared	for	this.	
That’s	what	I’m	worried	about.	It’s	not	that	they	don’t	
want	to	take	action,	they	usually	just	don’t	know	
what	to	do.	I	think	IT	people	are	becoming	very	
important	for	companies	like	ours	and	will	soon		
be	hard	to	find.”		

Martin Grenier, President, L&G Cloutier

“Raising	awareness	is	key	for	me.	Just	as	we	need	to	
raise	awareness	of	health	and	safety,	we	need	to	raise	
awareness	of	cybersecurity.	No	system	is	flawless,	
and	incidents	are	often	the	result	of	human	error.	
So	if	people	are	informed	about	cybersecurity	and	
companies	make	it	a	priority,	we	should	be	able		
to	prevent	a	lot	of	damage.”		

Steve Conohan, Vice-President, Business Development, 
Groupe AFFI Logistique

INSIGhtS from SmES
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Conclusion
Workforce	recruitment	and	retention		
is	an	ongoing	issue
Barometer 2021 data shows that skilled worker recruitment 
and retention issues have reached 91% and 73% respectively, 
both all-time highs since Barometer surveys began 13 years 
ago. The number of positions to be filled is up 36% from 
last year.

This will be an ongoing issue for a long time because it’s 
structural. The population is aging faster than ever, and 
the situation will be particularly dire in Quebec. From 2021 
to 2031, the proportion of people aged 65 and over will 
jump from 18.5% to 22.7% in Canada, and from 20.3% to 
25.1% in Quebec.35 The influx of young workers and skilled 
immigrants won't be enough to replace all retiring workers.

Shortages are limiting the growth of manufacturing SMEs. 
Contracts and orders are being delivered late or are 
being lost or turned down. Major problems like these are 
affecting a much higher percentage of companies than two 
years ago. To address the shortages, wages and benefits 
have been increased, leading to higher production costs. 
Such measures can't go on indefinitely.

In a market that favours job seekers, retaining employees 
is almost as difficult as hiring them. To remain attractive 
and competitive, most companies—or at least a large 
proportion of them—have already implemented various 
well-known solutions: wage and benefit increases, training, 
flexible working hours, work–family balance, innovation and 
digitalization, corporate marketing, foreign recruitment, etc. 
Companies will also have to explore less popular avenues 
such as hiring retired workers, women in non-traditional 
occupations, youth further away from the labour market 
and workers with limitations; splitting a full-time position 
into two part-time positions; etc.

Supply	chain	delays	and	disruptions		
are	also	critical	issues
The Barometer 2021 highlights how supply chain delays and 
disruptions have impacted manufacturing SMEs, including 
higher prices, late contracts or orders, new sources of 
supply (both domestic and foreign), lower profit margins 
and loss or refusal of contracts or orders.

In addition to strong demand for goods and services, supply 
chain disruptions are one of the main reasons why inflation 
has reached levels not seen in three decades. On average, 
the big banks expect inflation to approach 5% in 2022.36

Supply chains are still severely strained. The labour shortage 
is here to stay and will continue to limit production 
capacity. Soaring raw material and energy prices will keep 
input costs high. “The cost of container shipping (...) is still 
nearly seven times the pre-pandemic level, and despite 
signs that delivery times are improving, shipping something 
from production plant to destination port still takes 
twice as long as it did before the pandemic.”37 The global 
geopolitical situation is also a source of potential instability 
and disruption.

Quebec SMEs are overwhelmed by the current state of 
affairs and feel out of their depth. There are no quick fixes. 
They’ll have to develop new local or more geographically 
distributed sources of supply, try to include supply clauses 
in their sales contracts, increase their own inventories 
of raw materials and components and even provide for 
substitutions where possible. However, these solutions  
will increase production costs, which will have to be  
taken into account.

Digital	technology	integration	needs		
new	momentum
Aside from investment in research and development, the 
only indicators in the Barometer 2021 where no progress 
has been observed over the past three years are those 
related to integrating new digital technologies. Almost 
half of companies have integrated no or only one digital 
technology into their operations, and the proportion climbs 
to 64% among smaller companies. At the other end of the 
scale, 14% of larger companies and only 3% of smaller ones 
have integrated a significant number of digital technologies. 
These results are virtually identical to those of 2019.

While the main barriers to Industry 4.0 have changed little 
over the years—lack of time, lack of knowledge of digital 
solutions, etc.—lack of qualified personnel has become 
much more of an issue in the last two years (+16 points).  
The shortage of skilled labour is really holding back the 
digital shift.

Whether you want to develop new customers, markets 
or products or to expand your existing product portfolio, 
investing in digital transformation has proven benefits. 

Both in Canada and Quebec, ministries, associations and 
private consultants provide SMEs with various programs, 
guides, tools, courses, webinars and so on, to help them 
conduct an audit, develop a digital plan, identify priorities 
and pursue the digital transformation process. Financial 
incentives (grants, tax credits and tax holidays) are also 
available to facilitate the digital transition and ongoing 
employee training. It falls to business leaders to make  
the best choices to accelerate their digital shift.

The	pandemic	is	partly	behind	us,		
and	businesses	are	optimistic
Quebec’s manufacturing sector has successfully weathered 
the pandemic, first by showing its resilience and then 
by adopting measures in 2021 that are likely to yield 
positive results this year and next. Most companies have 
implemented new HR management practices and new 
internal and external communications technology. Four 
out of ten companies have accelerated automation and 
developed new customers.

Many Barometer 2021 indicators show significant 
improvements over 2020, suggesting that the effects of  
the pandemic are largely behind us. However, we’re not  
out of the woods yet, as indicators haven’t returned 
 to 2018 or 2019 levels.

• Table 1 reminds us that production levels in some 
manufacturing subsectors, such as aerospace products 
and parts and electrical equipment, appliances and 
components, haven’t returned to where they were in 
2019.

• New customer sales have improved somewhat, but are 
still much lower than they were before the pandemic.

• Quebec exports have picked up but are still far from 2018 
and 2019 levels.

• Employment growth was strong in 2021. However, labour 
shortages and the need to catch up in some subsectors 
have prevented employment from returning to pre-2020 
levels.

On a positive note, businesses are confident about the 
future. Four out of five are planning to develop new markets 
or new customers. Just as many are planning to invest in 
fixed assets or equipment, up significantly from last year.
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