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NAFTA digital trigger

Investing in deeper digital transformation may be the best NAFTA gift to the business

NAFTA may or may not survive 2018. To prepare for its failure, Canadian businesses have investment in digital
transformation for the productivity gains needed to compete successfully. If NAFTA is successfully renegotiated,
the digital productivity gains will make Canadian businesses stronger global competitors. A win either way.

Like you, | too am concerned about the end of
NAFTA. Since I’'m not on the negotiating team, it’s
not worthwhile to fret about preventing it. What
we can do, however, is look ahead strategically.
That's why the best farewell to NAFTA from
Canadian businesses would be a material, rapid
investment in productivity-driving digital capability.
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Unfortunately, studies by business councils,
international agencies, and global consulting firms
regularly show Canadian businesses to be
substantially less productive than American and
other global counterparts. One clear cause is not, or
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critical operations to sales to administration.

Now is the time. Many such investments have
been deferred over the years. Given what’s likely
ahead, it’s urgent.

If NAFTA implodes, there is almost guaranteed
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cost. The most alluring option
is to reduce marketing/sales costs and to trim
labour rolls. This is shrinking—exactly at a time
when the problem is the need to expand. Thus, the
alluring actions are unsustainable unless the
business is absurdly overstaffed or flagrant with
spending. This is generally not the case. It may have
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been so years ago, but after several economic
adjustments there’s not much fat left to trim.

On the other hand, there is plenty of room for
digital productivity gain. McKinsey suggests that
digitization globally is under 50% except in
entertainment and media, and is typically much
lower. Logically: Canada has to be at the low end,
and the biggest gains come from earlier
implementations. Besides, the cost of investment
will be lower now than if a business waits until after
NAFTA disappears. The wurgency to acquire
equipment before the dollar falls farther and makes
it even more expensive ought to be obvious. And
the dollar will fall farther because of the market’s
perception of the Canadian economy’s wounding
and the Bank of Canada weighing less heavily the
increased consumer burden than artificially
di i i t prices.
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even more profound. Not only will Canadian
businesses better compete on price to a wider
international market, but margins will expand.
Should the Bank opt to prop up the dollar, such a
business will better sustain the required export
price reductions.

If NAFTA survives, productivity gain is valuable
anyway. Low cost competitors always have the
advantage. Making the business more producti
smart any time. More profound digitizatio
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done now.
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