House oF COMMONS
CHAMBRE DES COMMUNES
CANADA

House of Commons Standing Committee on Finance — Pre-budget Consultations 2013

This brief is submitted by:
Automotive Industries Association (AlIA) of Canada

@ an organization Organization name:
or
O an individual Name:
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*Recommendation 1: Please provide a short summary of your recommendation.

Although the automotive aftermarket is a $19.4 billion industry, it has the potential to produce
$30.4 billion annually if Canadians performed regularly scheduled, manufacturer
recommended maintenance. Additionally, there would be significant associated economic,
safety and environmental benefits. In order to incent Canadians to perform regular vehicle
maintenance and repair, AlA has presented the Federal Government with a proposed Vehicle
Inspection Incentive Plan (VIIP) designed on the successful Home Renovation Tax Credit.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

$100 million -$499.9 million

1 year

Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

The Conference Board of Canada (CBoC) found that if the Federal Government created a
refundable tax credit to consumers in the amount of $50 for getting their vehicle inspected by
a certified technician, the benefit from the VIIP in its current draft is as follows: * Expenditures
reduced by $266.4 million. ¢ Revenues increased by $107.4 million. < Net benefit equal to
$373.8 million. « An additional net benefit to Provinces equal to $187.3 million. ¢ Creation of

25,100 jobs (9,362 of which would be skilled automotive technicians). ¢ Reduction in
unemployment rate by 0.1%.




Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

-The automotive sector with direct jobs

-Indirect employment that results from supply chain linkages of the auto dealers and auto repair
shops.

-Other indirect effects will create additional jobs primarily in various service industries.
-Consumers will benefit as the VIIP will encourage 1.8 million vehicle inspections to be
performed; consumers armed with the results of their inspections will spend $1.3 billion making

their vehicles safer, more environmentally friendly and more economical to operate while also
maximizing their investment in their vehicle.

-Applies to all regions across Canada.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

The VIIP results in the creation of 25,100 jobs. The direct effects include employment creation
as a result of the new spending which stands at 15,800 jobs being created. Of these jobs
created, 9,362 or 59.3% of the direct labour effects will be classified as skilled labour positions
such as professional service technicians. The indirect employment effects result from the
supply chain linkages of the auto dealers and auto repair shops. The indirect effects create an

additional 4,700 positions, primarily in various service industries. The induced effects create
an additional 4,600 positions.

Topic: Education and skills training

Recommendation 2: Please provide a short summary of your recommendation.

The automotive industry is currently challenged by a skilled labour shortage (both skilled and
unskilled in certain regions). The supply of qualified new hires continues to be an impediment
of growth and profitability for the industry. A growing segment of the industry’s current
workforce (55%) has less than 10 years of experience in the industry with some 16% of this
cohort under the age of 25. Programs and strategies that support school-to-work transition,

apprenticeships, and that help make connections between skills and available occupations are
recommended.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

unknown

Immediately




Federal funding: Please provide a precise indication of how the federal government could fund your

recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

The Federal government must invest in job creation programs that are targeted at Small to
Medium size Enterprises. Application for these grants or subsidies must be simple with limited
steps to ensure SMEs with staffing limitations can take advantage. Government should look to
expand the categories of automotive industry jobs that are included in Citizenship and
Immigration Canada's New Federal Skilled Trades Immigration program for example, it
currently does not include automotive service professionals.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

Labour shortages in this sector will significantly damage the productivity of the automotive
aftermarket industry and the Canadian economy as a whole therefore it is imperative to accrue
more skilled technicians into the workforce. In the automotive aftermarket, skilled labour
shortages are apparent in all regions of Canada. Unskilled labour shortages are particularly
apparent in western provinces where it can even be difficult to staff a parts counter position.
Beneficiaries will include SMEs, tradespeople and businesses in the automotive parts
production and supply chain across Canada.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

A national skills shortage is severely impacting Canada’s automotive aftermarket industry with
a growing number of job vacancies and not enough skilled workers to fill them. According to
the CARS Council’'s 2009 study entitled, “Performance Driven: Labour Market Opportunities
and Challenges for Canada's Motive Power Repair and Service Sector”, there are approx.
13,000 unfilled positions in Canada’s automotive aftermarket, with Canada’s Motive Power
Repair and Service Sector (MPRS) accounting for 29% of these vacancies. The MPRS sector
heavily invests in training but it needs more candidates.

Topic:  please select from the pull-down menu

Recommendation 3: Please provide a short summary of your recommendation.

AIA recommends that the Canadian Government implement strategies that will build stronger
relations with U.S. regulators. For automotive aftermarket businesses, especially SMEs,
minimal disruption in flow of goods to the U.S. is of paramount importance. Government must
continue to ensure that Canadian companies have unrestricted access to the U.S. market,
while maintaining a strong stance against any U.S.-based initiatives aimed at promoting “Buy

America” policies. Ensuring fair and timely treatment at the border as goods are shipped to the
U.S. to avoid costly delay is also imperative.




Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

unknown

Immediately

Federal funding: Please provide a precise indication of how the federal government could fund your

recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

It is our understanding that there currently is no Canadian legislation that outlines the need for

cooperation with U.S. regulators. The introduction of such legislation may provide much
needed guidance and leadership on this issue.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

SMEs and large corporations that produce, sell and ship goods to the U.S. This affects all
manufacturing and wholesale distributors across Canada.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

Specific results are unknown. However, ensuring the free flow of goods to the U.S. allows
Canadian businesses to maintain production and ultimately reinvest in their operations from
capital equipment to training as output levels and exports grow in a successful environment.
This will protect current jobs, create new jobs, and encourage businesses to invest in skills
training for current employees moving them into hire paying jobs. Ultimately it protects

Canadian businesses and encourages those with mass U.S. business to keep production in
Canada.




Please use this page if you wish to provide more explanation about your recommendation(s).

The Automotive Industries Association of Canada (AlA) is the national trade association
representing the automotive aftermarket industry in Canada. The aftermarket is an $19.4
billion industry that employs more than 420,000 people or 51% of the total number of
employees in the Canadian automotive sector. AIA represents manufacturers, warehouse
distributors, wholesalers, retailers, collision repair shops and automotive service and repair
outlets across Canada.

*Please note that at least one recommendation must be provided
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