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Executive Summary 
 
Manitoba’s solid wood value-added sector is still in transition to a mature industry. There is a wide range 
of technical, product development, human resource, marketing, and industry development challenges yet 
to overcome for the industry to move to a position of world class.  
 
It is within this context that the federal government, through the Canadian Forest Service (CFS), engaged 
Forintek Canada Corp to identify the technological needs of the secondary manufacturing industry in 
Manitoba.  
 
The new reality for solid wood value adding, as well as for every other industry, is the crucial role of 
innovation for business development and growth. A relentless commitment to innovation is necessary to 
achieve and sustain global competitiveness. For this reason, research and technology must underpin 
everything that companies do, including product and market development, production, customer 
management, and environment and regulatory compliance and leadership.  
 
Despite the diversity of product lines offered by different segments of the value-added sector, Forintek 
has identified many common technical issues that need to be addressed for the benefit of the industry as a 
whole. These issues relate to manipulating wood as a raw material through such processes as machining, 
drying, gluing, and finishing. 
 
As well, based on Forintek's findings, a number of strategic priorities are recommended for moving the 
industry forward: 
 
• adopt a customer focus to meet changing needs and pursue new opportunities; 
• strive for continuous improvement and productivity gains for international competitiveness; 
• maintain a strategic focus on selected value propositions; 
• foster innovation throughout the Manitoba value-added industry, addressing research and 

technological issues on a common front wherever possible; 
• strive to strengthen & upgrade the overall competitiveness of the industry; and 
• continue to pursue global strategies to maintain a competitive edge. 
 
By working together to address this wide range of business and technological issues, industry, 
government, and research and educational institutions have the opportunity to effect change and growth in 
the industry. 
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1 Introduction 
 
As Canada’s wood products industry shifts from an emphasis on commodity to value-added products, 
mills must have access to state-of-the-art wood processing technologies to more efficiently and 
effectively manufacture these products.  The benefits of adding value as early as possible in the 
processing chain are well recognized by both industry and governments.  Future successes will lie in the 
appropriate blending of primary and secondary manufacturing technologies and expertise, such that it 
results in the global competitiveness of the value-added community as a whole.  The funding for this 
project has been provided by the federal government (CFS), under a national value-added technology 
transfer initiative for the wood products industry.  It has been designed to evaluate the needs of 
Manitoba’s secondary industries, and recommend a course of action that will enhance their growth 
potential within the context of the broader value-added community. 
 
The key objectives that were reflected in this project addressed the ultimate goal to enhance the growth 
and stability of these sectors of the wood products industry.  This initial project entailed visits to a 
representative number of large, medium and small secondary manufacturers in Manitoba to identify the 
nature and extent of their technological needs.  Each secondary manufacturing sector faces a unique set of 
problems because of the diversity of product and market niches they are serving.  Efficiency of 
manufacturing is a key ingredient to the long term competitiveness of these plants. 
 
The main deliverable of this effort was to develop a report highlighting the generic technological needs of 
the secondary manufacturing industry in Manitoba.  This report will serve as a useful basis for future 
initiatives by both the industry and government agencies located in this province. 
 
Under this initiative, a Forintek value-added specialist proactively visited companies involved in the 
manufacture of value-added components and/or products.  Company-specific issues were used as the 
basis for the development of a prioritized list of generic technological needs of the secondary 
manufacturing industry at large. 
 
 

2 Work Performed 
 
During the fourth quarter of 2002/2003, a Forintek value-added specialist visited 22 secondary 
manufacturers in Manitoba to identify their technological needs.  This included three furniture plants, 
three window & door manufacturers, two remanufacturers, four truss & engineered wood product 
manufacturers, four millwork companies, one cabinet manufacturer and five other wood product 
manufacturers.  
 
Contacts commenced in January 2003 to profile the secondary manufacturers and their needs.  The initial 
visits resulted in an interest from the Manitoba government in the federal value-added initiative.  As well, 
the industry itself indicated support and a willingness to participate as the program evolves.  Forintek has 
now complied a list of technological needs based on these visits which took place from January to March 
2003.  Each visit was recorded on Forintek’s industry interaction tracking system.    
 
Where lacking, basic organizational data was drawn from numerous existing databases to strengthen this 
report.  Over time, this information will be embellished with specific details related to product lines, 
process technologies, and target markets. 
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The key deliverable of this project was a comprehensive report highlighting the generic technological 
needs of the secondary wood products manufacturing industry in Manitoba.  It is hoped that the content 
and recommendations of this document will be used as a building block for the further enhancement and 
growth of the industry. 
 
 

3 Background 
 
The province of Manitoba has a growing secondary wood processing sector. While some of the 
companies are achieving global competitiveness, there are a wide range of technical, product 
development, human resource, marketing, and industry development challenges yet to overcome. 
Successful growth of the industry will require a sustained effort from individual companies, industry 
associations, government supporters, and research and educational organizations. 
 
The secondary wood sector in Manitoba is currently very diversified, with a good mix of products 
manufactured for local customers and exporting south of the border. The reman industry is very large in 
and around Winnipeg suggesting that it is economically, and geographically sound to export into the U.S. 
market from Manitoba. Many of these reman companies continue to look for new product opportunities, 
and are very concerned about the countervail duties. Most companies are providing custom cutting 
services to U.S. based companies to avoid the countervail duties. The majority of these products are going 
into the pallet, truss, stud and fencing industries.  
 
General working conditions in most of these plants need to be addressed.  Facilities are old and congested 
with material. Dust collection systems are inadequate. Equipment is labour intense to set up and difficult 
to operate. Operations are very labour intensive, requiring a tremendous amount of handwork. It is 
difficult to hire personnel in the secondary wood sector. Companies are pressured to meet depressed 
market pricing. This leads the secondary wood industry to be one of the lowest paying industries. It is 
extremely difficult to hire and retain employees. It has been observed through plant visits that the middle 
aged population has moved out of the secondary wood industry for higher paying positions elsewhere. 
 
During the visits and interviewing process it became apparent that the secondary wood industry in 
Manitoba has a good base of entrepreneurs. These executive officers are hungry to grow their businesses, 
and in some cases are prepared to completely change company direction to other product lines. Through 
these visits it is interesting that what seems to come naturally is the ability to match companies within 
Manitoba that can assist each other with capacity issues through partnering and outsourcing of 
components. 
 
Value adding encompasses a wide range of activities that transforms wood along a "value chain," from 
primary processing to finished consumer products. For purposes of this report, the value-added activities 
of primary and pallet manufacturers have been excluded.  The secondary wood product manufacturing 
sector is assumed to consist of four basic groupings of manufacturers (primary value-added, component 
suppliers, assemblers, and building systems) and ten core segments, as listed in Table 1. 
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The secondary manufacturing sector, therefore, includes a wide range of products in terms of extent of 
value-added or processing from remanufacturing lumber to high-end furniture products. Panel board 
producers are not the focus of this research effort, however, panel boards are a component of many solid 
wood value added products (e.g. cabinets, furniture, I-beams, etc.).  
 
Because the secondary manufacturing sector is large and diverse, it is useful to break up the industry into 
smaller segments that are homogeneous within, and heterogeneous between segments. Having done so, it 
is easier to identify and support the common needs of a smaller homogeneous segment than it is to try to 
pursue all of the needs (some of which may be conflicting) of a much larger and heterogeneous industry. 
Segmentation makes it easier to establish priorities and to allocate resources. Having said this, there are 
cross-cutting issues that are shared by multiple segments. 
 
A set of five criteria is recommended for the purpose of segmenting the industry: company size, 
processing stage, value-added category, product type, and material type. Figure 1 provides a schematic of 
the segmentation divisions. 
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Table 1 Value-Added Wood Products 
 

PRIMARY PROCESSING 

 
• finger jointing 
• MSR lumber 
• Drying 

• sorting 
• cutting 
• etc. 

COMPONENT SUPPLIERS 

Reman Wood 

• stair cases and parts 
• doweling 
• shelving  
• furniture parts 
• fencing and decking 

• ladders 
• turnings and spindles 
• window and door components 
• metric sizes 
• custom reman 

Treated Wood 
• cross-arms 
• fence posts 
• pitprops 

• poles and pilings 
• railway ties 
• lumber, squared timber 

Engineered Wood and Building 
Components 

• LVL 
• trusses 
• laminated beams (glulam) 

• I-beams 
• laminated rafters 
• roof trusses 

Re-engineered Wood • veneered solid wood 
 

 

Millwork  
• mouldings 
• architectural components 
• custom paneling and trim 

• ornamental millwork  
• custom stairs and rails 

ASSEMBLERS   

Windows and Doors 

• bifolding doors 
• combination doors 
• louver and flush doors 
• double-hung window units 
• door and window frames 

• garage doors 
• pre-hung doors 
• window sash (storm, screen) 
• sashless window units 
• window units 

Kitchen Cabinets • kitchen cabinets 
• bathroom vanities 

• counter tops 
• bar tops 

Furniture 

• bedroom furniture 
• bookcases 
• entertainment centres 
• chairs 
• children's furniture  
• dining room furniture 

• kitchen furniture 
• living room furniture 
• office furniture 
• institutional furniture 
• upholstered furniture 

BUILDING SYSTEMS 

Prefabricated Buildings 
 

• cottages 
• farm buildings 
• garages 
• houses 

• schools 
• office buildings 
• construction camps 
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Figure 1 Segmentation of Value-Added Sector 
 
 Company Size 

 Processing Stage 

 Value-added Category 

 Product Type 

  
 

 

 

• large enterprises 
• small to medium sized enterprises 

• primary processing 
• secondary processing 

• solid wood 
• particleboard 
• MDF 
• plywood 
• OSB 
• engineered wood 

Material Type 

• primary processing 
• reman wood 
• treated wood 
• engineered wood and building components 
• re-engineered wood 
• millwork 
• windows and doors 
• kitchen cabinets 
• furniture 
• prefabricated buildings 
• miscellaneous 

• primary processing 
• components 
• assembly 
• building systems  
 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Secondary wood product shipments on the Prairies are approximately $2.5 billion per year.  Sixty percent 
of the value is from assembled products.  There are in the order of 907 secondary wood processing 
companies in Alberta, Saskatchewan, and Manitoba.  Twenty-six percent of these companies are located 
in Manitoba, eleven percent are in Saskatchewan, and the rest are in Alberta.  The industry mirrors the 
population of these three provinces.  This is most likely attributed to the predominance of companies that 
serve local markets such as kitchen cabinet manufacturers and architectural woodworkers. 
 
Approximately two thirds of secondary wood processors on the Prairies, representing about 585 
companies, have less than 10 employees.  The kitchen cabinet and architectural millwork segments are 
dominated by small companies.  The reman wood, engineered wood, furniture, and prefabricated building 
segments tend to have a higher proportion of large companies (greater than 50 employees).  Company 
size also seems to dictate a company’s ability and/or willingness to pay for technical support services. 
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A summary of the segmentation divisions is provided in the paragraphs below. 
 
1.  Company Size 
 
Company size is an important classification criterion, primarily because small and large companies tend 
to face different sets of issues. Generally speaking, any company with less than 15-20 employees can be 
considered a small to medium sized enterprise. Large and small companies can be found in all segments. 
A distinguishing feature of company size is that large businesses are more likely to produce mass-market 
products whereas small companies are more likely to do custom work. Many small companies have 
limited cash flow available to invest in innovation. 
 
2.  Processing Stage 
 
Value adding can encompass both primary and secondary processing. Value adding by primary 
processors is essentially non-existent in Manitoba, even though primary processors generally have easier 
access to a wood supply than a purely secondary processor.  
 
3.  Value-added Category 
 
Business priorities and behaviour can be explained to a great extent by whether the firm engages in 
primary value-added processing, component production, assembly, or manufacturing of a building 
system. 
 
Primary Value-added Processing 
These are the basic processing activities performed on raw wood inputs as the first step in producing a 
value-added product. The step may be as simple as sorting to grade or cutting to length. 
 
Components 
Component suppliers produce parts that are combined with other wood and non-wood parts into semi-
finished or finished products by assemblers. Component suppliers usually produce according to 
specifications provided by their customers. Their customers may be assemblers, builders, or retail chains 
such as Home Depot. They often rely on their customers for market research and development, and new 
product ideas. 

 
Assembly 
Assemblers design complete systems and source the components from various suppliers. They are driven 
by end user needs and demand and will typically have an in-house design and marketing research 
capability. However, assemblers normally lack specific technical knowledge and skills with respect to the 
properties of woods and other raw materials. 
 
Building Systems 
Prefabricated buildings are characterized by the fact that they are designed by architects, are in the 
building market, and constitute an assembly of structural and non-structural components. To a great 
extent, this segment in Manitoba, and elsewhere in Canada, still operates in a project-oriented 
environment, rather than in a mass assembly environment, however this is changing as panelization and 
modularization becomes more popular.  
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4.  Product Type 
 
Classifying by product type is useful because producers of like products have common issues. For 
example, remanufacturers share concerns and questions about sawing equipment and wood recovery. 
Furniture manufacturers share concerns about how to achieve attractive surface finishes and coatings. 
Also, companies tend to organize themselves into industry associations defined on the basis of product 
type. By recognizing product types, industry development initiatives can be more easily designed to 
address the needs of target segments. 
 
5.  Material Type 
 
Material type is a useful segmentation attribute because many technical issues relate to the type of 
material used rather than to any particular product. For example, companies making prefabricated 
buildings may want to know about the properties of OSB in assessing OSB's suitability as a structural 
component. 
 
 

4 Challenges and Opportunities 
 
The secondary wood products manufacturing industry in Manitoba has some real success stories upon 
which to build.  Companies such as Palliser Furniture and Loewen Windows have for decades led their 
respective industries at the national level.  Nonetheless, continued global competitiveness will depend 
more and more on technological advancement throughout the value-added manufacturing community.  
For instance, the sorting of raw materials for value, drying, machining, gluing, design, and customer 
service are just some of the value adding steps that entrepreneurs will have to master to be successful in 
the value-added sector of the future. 
 
In addition, international competitiveness will continue to depend upon the status of the industry with 
respect to resources, infrastructure, local market conditions, external market conditions, links to related 
companies, and the attributes of the plants themselves.  
 
4.1 Resources  
 
The basic resources for the value-added industry are geographic location, the availability and quality of 
wood fibre, human resources, capital, and technology. A brief profile of the Manitoba industry's 
endowment of these resources is provided in the following paragraphs:  
 
Geographic location - Manitoba is relatively close to some major markets in the United States, and has a 
good transportation network already in place. 
 
Wood fibre supply - The Manitoba secondary wood products industry is within close proximity to timber 
sources, however accessing this fibre supply has not always been easy.  Value-added processors are still 
to a great extent dependent on primary processors for their wood supply.  Moreover, certain species of 
wood are not readily accessible to plants in certain parts of Manitoba.  Maximizing the yield of logs is an 
ongoing imperative for sustaining the resource base. 
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Manitoba companies import a significant volume of temperate hardwoods from the United States.  
However, importers are finding it increasingly difficult to source US hardwoods because of declining 
hardwood stands. 
 
Manitoba also has the largest unallocated stands of aspen in Canada. The government initiatives include 
the growth of aboriginal business communities in these aspen stands. The government in Manitoba is 
currently in the process of taking inventory of their timber, and will be developing a report indicating 
their findings. 
 
Quality of wood species - Indigenous wood species have wood properties that impose a number of 
constraints on processors.  This forces manufacturers to seek out innovative ways for dealing with these 
properties while still producing products that meet customer requirements.  
 
In the past, Manitoba’s reman companies have had difficulty matching products and production processes 
with different wood species. This can be an issue because different species react differently to various 
processes. While the industry is becoming more knowledgeable in this area, there continues to be a need 
for experienced advice on a case by case basis. 
 
Human resources - The labour market for skilled workers and managers is currently very competitive, 
making it difficult for the value-added sector to attract and retain skilled workers for growth. 
Compounding the issue is the fact that the sector faces a major succession problem as experienced 
managers and workers retire over the next few years. Finding the right people is a challenge because to 
achieve acceptable productivity levels, workers must have an intimate knowledge of woodworking and of 
the interaction between wood and machinery. Furthermore, they need to be capable of operating 
computerized machinery and equipment. 
 
Capital - Value adding companies in Manitoba often have insufficient cash flow and lack connections 
with investors to raise the capital needed for new machinery and equipment. Yet they need new 
machinery and equipment in order to drive down costs to competitive levels, to produce the large volumes 
required to meet customer needs, and to achieve satisfactory profit margins. An underlying issue is the 
need for additional training in conducting proper feasibility studies. 
 
Technology - Technology capabilities vary from company to company. Advanced technologies are more 
prevalent among the larger and more export-oriented companies. In comparison, many small companies 
rely on conventional or small-scale breakdown equipment, which may not be optimal from a 
competitiveness point of view. Small operators have basic questions on how better to utilize their 
equipment (e.g. 6” circular saws, thin kerf, and rigid feed systems). 
 
4.2 Infrastructure 
 
This aspect of competitiveness includes physical infrastructure like transportation and communication 
networks, intangible support like research expertise and government policies, and other infrastructure 
tailored to meet the needs of the value-added sector. 
 
Large company incubators - Successful industry clusters throughout the world tend to have a few large 
companies that champion the cluster, orchestrate industry activity, and serve as training grounds for 
entrepreneurs and managers (e.g. Ikea in Sweden). This opportunity exists in Manitoba around such 
companies as Palliser Furniture and Loewen Windows. 
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Transportation and communications - Manitoba has well-developed transportation and communication 
networks for linkages within the province and externally.  
 
Research and technical expertise - Most companies rely on in-house technical expertise and resources. 
Otherwise, they access this support from an array of sources, including suppliers, consulting engineers, 
university technical departments, and specialized research bodies. In recent years, a number of firms have 
sought assistance from Forintek, a national solid wood products research organization serving the primary 
processing and value adding communities.  
 
Education and training – In the early 1990’s, secondary manufacturers from Manitoba (mainly Palliser 
Furniture) were instrumental in the establishment of a “National Furniture Initiative” with Industry 
Canada which ultimately resulted in the construction of the Centre for Advanced Wood Processing at the 
University of British Columbia.  The industry had identified a void in Canada’s educational curriculum 
that needed to be filled if the sector was to continue to survive and grow.  It was experiencing a growing 
shortage of skilled workers and management personnel.  Local institutions, such as the University of 
Manitoba’s Industrial Engineering Dept and Red River College could also be looked upon to address this 
continuing need for educated and skilled personnel.  Equipment suppliers are another source of training as 
they provide technical advice for specific equipment issues. 
 
Industry associations - Value-added entrepreneurs have tended to rely on an industry association that is 
relevant to their product line; for example, the Canadian Kitchen Cabinet Association, Furniture West 
(located in Manitoba), or the Manufactured Housing Association of Alberta and Saskatchewan.  

 
Because the Manitoba industry is relatively young, companies have tended to join national associations 
based in Ontario, which has connected them to national initiatives but has not really accelerated the 
growth of the Manitoba cluster.  
 
Government policy – In recent months, the Manitoba government has expressed an interest in facilitating 
the growth of the value-added industry. This interest could be used to leverage support from the industry 
and other government agencies at all levels for initiatives targeted at global competitiveness and increased 
exports. 
 
4.3 Local Market Conditions 
 
The Manitoba market provides the local value added industry with a basic level of demand, as well as 
some new product opportunities.  However, the local market is still too small to foster and sustain a world 
class value added industry on its own. Furthermore, as indicated by a major Canadian furniture 
manufacturer, Canadian consumers have lesser demand for high-end furniture than certain U.S. and 
offshore markets, which makes it more difficult for local companies to develop world class products of 
this type. Given the gaps in the local market, companies that aim to grow beyond a few employees must 
look globally for export opportunities.  
 
4.4 External Market Conditions 
 
The world market for solid wood value-added products is large, dynamic, complex, and extremely 
competitive. Most Manitoba exporters have chosen the United States as their first export market and they 
have experienced some success, overcoming the many challenges. Listed below are some of the biggest 
challenges to penetrating the US and other export markets:  
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Product design - Consumers buy furniture, cabinetry, millwork and other value added products on the 
basis of design features. A key challenge is the ability to interpret consumer tastes and to create designs 
and looks that can respond to these tastes. For example, kitchen cabinet makers must continually change 
their styles to meet the latest aesthetic, health and safety, and functionality demands. Consumer tastes in 
materials change frequently. Ten years ago white lacquer was popular, but now a more "organic" look is 
popular, a look that is being achieved by using beech, cherry, maple, walnut, and other hardwoods. 
 
Building codes - Companies need to comply with different building codes and requirements in different 
jurisdictions, and these codes affect a number of value-added products. For example, an office system that 
incorporates electric power components must meet the local electrical codes. Codes can present non-tariff 
barriers for Canadian exporters.  
 
Product standards - Companies must comply with an increasing number of health and safety, 
environmental, ergonomic, and other product standards. Consumers are increasingly asking for products 
that use wood from sustainably managed forests and do not cause health problems in their use, for 
example from emissions of formaldehyde or other volatile organic compounds (VOCs) that may result 
from chemicals added during the manufacturing process. In major furniture markets, there is increasing 
emphasis on quality and independent third party testing, with the presence of furniture testing facilities to 
help regulators and manufacturers in standards setting and compliance. 
 
Product quality - Suppliers are often evaluated on the basis of their ability to meet specifications - being 
certified to ISO 9000 is becoming more and more important. Achieving high product quality is essential 
for furniture grade products. Quality requirements differ by country. For example, American buyers of 
office furniture rate structural integrity, on schedule delivery, defect-free, and wear resistance as the most 
important attributes when choosing office furniture suppliers. Manitoba-based exporters must learn about, 
and master these country-specific dimensions of quality.  
 
Value-added manufacturing requires compliance with much finer tolerances as compared to primary 
processing. Tolerances can be within fractions of a millimeter, a necessary requirement when one 
considers the cumulative impact of nonconformance over multiple components. Conformity to tolerances 
is difficult if not impossible to achieve with old equipment. Entrepreneurs need advice and capital to 
upgrade equipment and techniques. Also needed is more widespread use of, and training for statistical 
process controls (SPC). 
 
4.5 Related Companies  
 
This competitiveness attribute is about the extent of competition and inter-relatedness of companies in the 
Manitoba industry, as well as the presence (or absence) in the province of supplier and other related 
industries that are internationally competitive. The latter includes local suppliers of specialized inputs 
(e.g. machinery, components, and services) that are integral to innovation in the industry, as well as 
innovative local companies in industries related by technology, skills, or customers.  
 
Technology transfer - Industry participants report a weakness in the communicating of new wood 
technologies between organizations. News about technology development disseminates slowly.  
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Fibre utilization - A significant volume of solid wood is unnecessarily directed to low value products, 
preempting value adding opportunities and ultimately threatening the sustainability of the wood fibre. For 
example, #3 grade, shop, and out grade lumber is being utilized for pulp, particleboard or OSB, when it 
could be used for core material and covered with quality veneer to yield higher value products. The 
kitchen cabinet sector has long used this "re-engineering" practice, but more producers need to consider 
this practice as a way to extract maximum value and products from their wood fibre. 
 
Feedstock - Some value-added processors complain about unreliable and poor/unsuitable quality of 
feedstock produced by primary producers or re-manufacturers. There are ongoing issues about consistent 
grading/quality, availability, and extent of milling. One cabinetmaker has gone to the extent of buying 
raw wood and pressing his own veneer sheets to get the quality he needs. Sometimes primary processors 
redirect wood to their own products, customers, or mills, leaving the value-added company to scramble 
for alternative wood sources. Or, the primary producer won’t sort and set aside small volumes of lumber 
for specialty remanufacturing companies (e.g. for a producer of toys) despite the fact that the processor 
can sell the wood for three times the price per unit.  
 
Market outlets - The Manitoba industry cluster is not yet sufficiently developed that processors can be 
assured of market outlets for all of their wood outputs. Such outlets are necessary because commercial 
viability is difficult to achieve by "cherry picking" only the premium products. Companies need market 
outlets for the full range of their production, including waste by-products. 
 
Technical data - There is a need for more technical data and documentation on wood components 
designed for furniture, prefabricated buildings, or other assemblies and systems.  Wood component 
suppliers are often unfamiliar with the end use of the product, and have not developed the technical data 
and documentation to support its expanded usage. 
 
Suppliers - The Manitoba business community is relatively well developed and can supply a wide range 
of the value-added sector's product and service needs.  However, there are supplier gaps that constrain 
local innovation. The biggest gap is for advanced technology machinery and equipment and process 
controls, which are primarily imported from other countries. While local companies may have access to 
modern equipment, the scarcity of local manufacturers of wood processing equipment means there is less 
opportunity for local innovation in process re-engineering and new equipment design. This situation is not 
surprising given the small size of Canada's machinery and equipment sector.  
 
4.6 The Firm  
 
The final contributing factor in global competitiveness is the value-added firm itself. What is the strategic 
health of value-added companies in the areas of strategy, leadership, management systems, innovation, 
best practices, business and production processes, and organization structure and culture? 
 
Leadership and management skills - The industry needs more management development. Manitoba 
value-added entrepreneurs tend to know a great deal about wood but with only a few exceptions, could 
benefit from additional training in professional leadership and management practices. Leaders of 
companies with world class ambitions must know how to create a vision for the future, inspire workers, 
manage performance, and recruit and train qualified staff. They must be able to deal with a wide range of 
complex decisions such as new plant investment, outsourcing, and new product or market development 
opportunities. 
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Processes and systems - Creating a high-performance, value-added business is impossible without 
effective business processes and management systems such as the following: 
 
• innovation processes; 
• customer management systems; 
• quality control programs;  
• staff development and training;  
• financial management and controls;  
• strategic management systems; and 
• worker and plant safety systems. 

 
Worker and plant safety systems are an example of the challenges facing value-added managers. Value-
added wood processing operations have unique processes and technologies (e.g. hot presses, chemical 
compounds) that could pose a safety risk if not properly managed. Moreover, unsafe operating practices 
can have disastrous consequences that will prevent a company from reaching the next level of success. 
World class companies are unlikely to have open cyclones spewing dust into the workplace and onto 
finished products, machines without operator safety guards, or forklift trucks being driven inside plants 
without proper ventilation. Managers must strive to protect workers, the host community, and other 
stakeholders.  
 
In the product innovation area, there are a number of structural conditions, attitudes and barriers that 
result in Manitoba producers not obtaining as much intelligence about market opportunities as they could 
or should. Many of the small companies are still "order takers" which exposes them to the risk of 
financial instability. In other cases, value-added producers deal with brokers who filter or block market 
information. Furthermore, too many companies are followers rather than leaders - they read the same 
market bulletins or pursue the same geographic markets as everyone else. Companies could enhance their 
stability and growth by pro-actively gathering market intelligence and assessing opportunities for growth. 
 
An entrepreneur expanding his plant may be facing a multi-million dollar investment. Many lack the 
business management experience to be able to properly evaluate the risks of this investment. The risks are 
significant, for example, re-manufacturers use industry-unique or custom equipment (e.g. sorting 
equipment, scissor lifts, tilt hoists), which means the plant may be difficult to sell if the business fails. 
Entrepreneurs need assistance in selecting wood species, products, machinery and equipment, and a 
suitable plant location. 
 
This section of the report has provided an assessment of the secondary wood product manufacturing 
industry's factors of competitiveness.  This analysis has highlighted areas of strength for the Manitoba 
industry, for example an endowment of timber resources, an entrepreneurial spirit, and a supportive 
government, as well as areas of weakness or gaps, for example underdeveloped management skills, 
indigenous wood species with challenging properties, and the lack of capital for investment in advanced 
machinery and equipment. Companies are at varying stages of progress in their efforts to address the 
challenges. As is evident, efforts to strengthen the global competitiveness of Manitoba’s value-added 
industry will require significant technological innovation. 
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5 Strategic Directions 
 
This section sets out strategic opportunities for the Manitoba solid wood value-added industry, a 
heterogeneous community of secondary manufacturers.  
 
Value-added processing in Manitoba is in transition from a fringe economic activity to a critical mass 
industry. The industry was started by entrepreneurs who through trial and error and using whatever 
resources they could find built companies from scratch. The industry is now at the stage where it has 
some significant success stories and the ingredients for a strong industry cluster. One way to describe the 
industry's evolution to a preferred vision is to compare old and new mindsets (see Table 2).  
 
Table 2 The Manitoba Value-added Community 
 

Past Future 
• fragmented 
• commodity driven 
• maximize volume 
• adapting old technology 
• trial and error 
• dependent on outsiders 
• "me-too" products 
 

• integrated 
• market driven 
• maximize value 
• exploiting new technology 
• best practices 
• self sufficient  
• world class products 

 
Through his research, Michael E. Porter uncovered the importance of "clustering" for strong industries. 
Clusters are geographic concentrations of interconnected companies and institutions in a particular field. 
Examples of established clusters are the California wine cluster, the Silicon Valley high technology 
cluster, the Hollywood entertainment cluster, and the northern Italian furniture industry. He found that 
successful industry clusters have achieved enduring competitiveness: first, by increasing the productivity 
of companies based in the area; second, by driving the direction and pace of innovation, which underpins 
further productivity growth; and third, by stimulating the formation of new businesses, which expands 
and strengthens the cluster itself.a By being geographically concentrated, companies are able to share 
knowledge, form relationships, and motivate each other to succeed.  
 
Building strong clusters is a more effective industrial policy objective in the long run than picking and 
supporting individual companies. Furthermore, working with groups of organizations where the seeds of a 
promising cluster have already been sown makes more sense than creating a new cluster. The goal is to 
nurture an existing cluster taking advantage of unique strengths and attractive opportunities.  
 
Manitoba has an emerging solid wood value-added products cluster. The cluster has over 475 value 
adding companies, various supplier industries, and supportive governments and organizations. The vision 
is to strengthen and extend this cluster so that it reaches its full potential. Figure 2 provides a schematic 
for the Manitoba solid wood value-added products cluster. The cluster is characterized by activity along 
the value chain ("vertical clustering") and involving various wood processors, companies, suppliers, and 
support organizations ("horizontal clustering").  
 
                                                      
a Michael E. Porter, "Clusters and the New Economics of Competition," Harvard Business Review Article, November-December, 
1998. 

 



Value-Added Industry Survey — Manitoba Wood Products Industry  

 
 
 

 
 

14 of 29 

Vertical Clustering 
In the vision of a strong Manitoba cluster, there is intensive activity along the whole value chain, so-
called vertical clustering. Figure 3 provides a schematic of the value-added chain showing the general 
direction of flow of wood inputs and outputs. In the value chain, primary processors, component 
suppliers, assemblers, and developers of building systems convert raw wood into wood products and 
building systems. These are the stages where raw wood is manipulated and enhanced to add significant 
value for end users and local economies. 
 
In many cases, wood inputs will flow sequentially from step to step before being sold to consumers. Take 
wooden windows as an example: A remanufacturer may recut lumber purchased from a primary sawmill 
to form the pieces of a window frame. The remanufacturer may then sell the wood components to a 
window and door assembler who combines these parts with glass and hardware to produce finished 
windows, which are distributed to building contractors. 
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• al 
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distributors. 

Figure 2 Mapping the Manitoba Solid Wood Value-added Products Cluster 
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Figure 3 The Value Chain 
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In other cases, products will skip certain processes on the way to final distribution and sale. For example, 
a sawmill may sell treated lumber directly to retail lumberyards for fencing and decking without flowing 
through other value-added companies or wholesalers. 
 
Similarly, not all wood products produced by the component suppliers and assemblers are destined for 
building systems. Windows, doors, kitchen cabinets, or millwork may be sold to builders.  However, 
furniture or wooden ladders bypass the building systems companies and enter into distribution channels 
for end markets. Notwithstanding the exceptions, however, this schematic helps to make sense of the 
value chain and the possibilities for vertical clustering. Through close cooperation, Manitoba companies 
along the value chain can maximize value for customers. The schematic also helps to prioritize the 
technological and other obstacles that must be overcome to build a strong industry cluster. 
 
Horizontal Clustering 
Through horizontal clustering, companies exploit opportunities to work cooperatively with related local 
companies. For example, they may outsource manufacturing steps to local companies; they may team 
with competitors in the region to purchase a drying kiln that is shared; or they may work with a local paint 
company to develop a new surface finish for cabinets. Supportive and actively engaged government 
agencies, educational institutions, research institutes, and trade organizations characterize a strong 
horizontal cluster. 
 
The Ikea Approach  
Ikea Furniture of Sweden has analyzed customer needs and the value chain and found a new way to 
deliver value to customers through the power of clustering. The company orchestrates supplier 
relationships, capabilities, and roles for all of the industry players, including the customers themselves, so 
that more value is produced for a given amount of resources expended. For them the “value chain” is 
more like a “value constellation” where relationships and roles are not necessarily constrained by the 
physical requirements and steps for processing a piece of wood.  
 
Figure 4 Ikea Value Constellation 
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Ikea sees itself as the central star and orchestrator in a constellation of value adding activities that 
encompass the full breadth of the value chain. Ikea is fundamentally a retailer but it has its own 
engineering and design departments and panel board plants. The company finds suppliers (it works 
closely with 2,400 suppliers) who can make the furniture according to Ikea designs. Even the customer is 
part of the value chain as they are responsible for final assembly of many of the products. 
 

6 Technological Needs 
 
Forintek’s visits to secondary manufacturers in Manitoba during the fourth quarter of 2002/2003 revealed 
a similar profile of technological needs that had been identified in recent studies of companies in other 
regions of the prairie provinces. 
 
Many of these needs are driven by demands of export markets on the manufacturing community.  In the 
evolving global marketplace, the technology and R&D priorities of value-added companies, should 
coincide with a chosen value proposition for a given market segment. For example, suppliers of wood 
components and assemblies for the budget furniture niche will focus their R&D on reducing costs and 
increasing productivity to enable low prices (e.g. MDF mouldings, finger-jointed pine window frames). 
Or manufacturers of prefabricated building systems for the southern United States will invest in 
complying with local building codes designed to protect homeowners from hurricane winds.  
 
Individual companies need to develop unique value propositions as a way to differentiate them from the 
competition. For example, Ikea Furniture has a very distinctive value proposition aimed at making it 
possible for the majority of people to be able to afford to buy Ikea furniture. Leading companies have 
R&D strategies that are designed to reinforce their chosen strategic position.  
 
However, there are also value propositions and related technological issues that are shared by companies 
within industry segments. Examples of this are the efforts of wood treaters to develop more 
environmentally acceptable ways to preserve and protect wood, and the desire of both furniture and 
kitchen cabinet makers to develop water-based finishes. There are a number of examples of technical 
issues that are shared by value-added producers in Manitoba and elsewhere that could be addressed by 
industry-wide initiatives. 
 
It is important to get the right mix of values to appeal to various export markets. For example, 
prefabricated buildings made for China will have a different suite of attributes than prefabricated 
buildings made for the Canadian market. Lower cost and greater earthquake resistance would likely be 
very important for China. Different preferred product features have implications for technology and 
R&D. 
 
During the comprehensive survey of secondary wood manufacturers (referred to above) that was 
conducted by Forintek throughout the Prairie provinces in 1998, it was  determined that all sectors of the 
industry have technical challenges.  In addition, a number of sectors shared similar challenges.  The 
sampling of 22 Manitoba-based companies interviewed during this 2003 survey revealed that the 
technical challenges reported during the 1998 survey have not changed substantially.  Some of  the key 
issues uncovered for each of building systems, assemblers, and component supplier groupings that imply 
the need for technological solutions can be summarized as follows: 
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Technical Challenges of Building Systems Manufacturers: 
 
Building Codes: The companies need to influence, interpret, and comply with building codes in 

many different jurisdictions. 
 
Production Costs: The prefab builders need to keep careful control over all costs to keep their 

products affordable as compared to site built homes. 
 
Quality Assurance: Consumer attention to quality and finish means that the companies must pay close 

attention to all aspects of their operations that affect quality. 
 
Air emissions: Consumers are becoming more and more concerned about emissions of 

formaldehyde and other VOCs found in wood and composite products – this issue 
applies to all segments. 

 
Technical Challenges of Assemblers: 
 
Consumer tastes: Windows, doors, kitchen cabinets, and furniture are all architectural products 

where design and style are important; the suppliers have to be able to respond to 
consumer tastes. 

 
Product standards: Assemblers are being required to comply with more and more health and safety, 

environmental, ergonomic, and other product standards. 
 
Production costs: Canadian assemblers must continuously reduce production costs to be able to 

compete in an increasingly global market place and to protect against a rise in the 
Canadian dollar. 

 
Wood supply: A common complaint amongst all value added segments, is the poor, inconsistent, 

or inappropriate quality of available wood inputs. 
 
Quality assurance: With today’s highly educated consumers and strong competition, superior form and 

function attributes are a pre-requisite for success. 
 
Transportation: Assemblers search for ways to reduce transportation costs and product damage to 

compete over large geographic areas. 
 
Environmental: Increasingly, consumers are asking for environmentally-benign products using 

wood from sustainably managed forests. 
 
Technical Challenges of Component Suppliers: 
 
New products: Suppliers are always looking for new product ideas or enhancements to move them 

away from commodity markets. 
 
Production costs: Companies strive to make their customers cost competitive by using cost controls 

and productivity improvements in their own operations. 
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Quality assurance: Suppliers are often evaluated on the basis of their ability to meet specifications; 

being certified to ISO 9000 is becoming more and more important. 
 
These technical issues are shared by all secondary wood products companies competing in the global 
marketplace, not just by companies on the Canadian Prairies.  The Prairie companies are at varying stages 
of progress in their efforts to address these technical challenges.  Some companies, especially the large 
exporters, are further ahead than others. 
 
Global competition explains the recent popularity of benchmarking in this industry.  We learned of one 
Prairie company that used benchmarking to compare their progress with the global furniture industry.  
Reportedly, Dynamic Furniture of Alberta engaged Schultz and Associates of the U.S. to do a 
benchmarking study which led to $6 million capital investment program to upgrade its plant. 
 
Some of the specific technological needs identified by secondary manufacturers included: 
 
• utilize indigenous species for core material and cover with a quality veneer to create an attractive 

product at an affordable price; 
• increase sales to existing US customers capitalizing on established distribution channels, close 

geographic location (relative to European firms), and favourable exchange rate; 
• foster cooperation between Manitoba processors to produce value-added products that satisfy the 

increasing consumer demand for wood products; 
• maintain/establish educational and training programs to ensure that the industry will be able to access 

skilled workers and survive; 
• invest in innovation and productivity improvement programs to maintain Manitoba's competitiveness 

in US markets, especially in the event of a rise in the Canadian dollar; 
• make a serious effort to meet the stringent drying requirements for value-added products; 
• address how the primary industry can shift from a commodity driven mindset to a market driven 

mindset to meet demanding customer expectations; 
• plan to invest in new machinery and equipment or risk losing existing market share; 
• counter the negative impact of the environmental lobby on the demand for wood products; 
• work cooperatively to find a way to stay abreast of the proliferation of product standards and building 

codes in export markets; and  
• work cooperatively to invest in education, research, and marketing initiatives. 
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Table 3 Technical Challenges Among Secondary Wood Processors on the Prairies 
 

Component Suppliers Assemblers   Building Systems
Type of  Issue Reman 

Wood 
Treated 
Wood 

Engineered 
Wood 

Windows and 
Doors 

Kitchen 
Cabinets Furniture Architectural 

Woodwork Prefab Buildings 

Marketing         
Technical data for marketing         
Finding new product 
opportunities         

Third party verification for 
foreign markets         

Unqualified truss competitors         
Keeping up with consumer 
tastes         

Dealing with product 
standards         

Dealing with building codes         
Increasing the adoption of 
product         

Competition from substitute 
materials         

New plant feasibility 
assessment         

New Product Development         
Developing new treatment 
opportunities         

Better protection against 
termites         

Fingerjointing I-beams         
Opportunities for wood/non-
wood composites         

Wood species properties and 
reactions         
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(Table 6 continued)  Technical Challenges Among Secondary Wood Processors on the Prairies 
 

Component Suppliers Assemblers Building 
Systems Type of  Issue Reman 

Wood 
Treated 
Wood 

Engineered 
Wood 

Windows and 
Doors 

Kitchen 
Cabinets Furniture Architectural 

Woodwork 
Prefab 

Buildings 
Operational         
Cost of monitoring truss use         
Minimizing production costs         
Reman equipment & 
techniques         

Secure access to timber 
resources         

Quality of wood supply         
Shortage of qualified workers         
Surface finishing         
Quality Assurance         
Upgrading machinery and 
equipment         

Improving 
management/worker skills         

Reducing transportation costs 
and damage         

Environmental         
Impact of treatment chemicals         
Reducing toxic air emissions         
Solvent-based to water-based 
finishes         

Proving use of sustainable 
forests         
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7 Strategic Priorities 
 
This section outlines the key strategic priorities for building the Manitoba value-added wood products 
industry. 
 
1. Adopt a Customer Focus 

 
The first priority expressed by the executive officers for all of the Manitoba-based companies was the 
need for support in determining market opportunities. These opportunities represent not only existing 
product lines, but also the expansion of new product lines that would fit each company’s production 
capability and provide additional economic legs for longer-term business stability.  
 
 
An important difference between the commodity and value-added industry is the need for the latter to stay 
attuned to changing customer needs. Unlike commodity lumber products, value-added products must 
meet more exacting specifications, consumer tastes, and quality finish. Companies with a marketing 
orientation communicate frequently with their customers to identify their changing needs.  
 
Along with the Manitoba Government’s development of new wood sector initiatives, and the use of more 
inner provincial hardwoods and softwoods, new and existing businesses will need support in identifying 
the grades, products, markets and pricing. The majority of these new businesses will be in the aboriginal 
areas, in northeast Manitoba.  
 
A customer focus will also uncover new product opportunities. For example, through ongoing 
communication with a Japanese customer, a Canadian wood product manufacturer discovered that the 
customer preferred MSR lumber. An MSR rating gave the customer more comfort in the quality of the 
product. This insight led the producer to enter a new and more lucrative market niche. 
 
2. Strive for Continuous Improvement and Productivity Gains 
 
No longer can companies rely on static, cost-based strategies in which they produce "me too" products 
and depend on low factor costs or economies of scale for competitive advantage. In today's competitive 
world, companies must continually find new ways to increase efficiencies and decrease costs. Innovation 
is the key driver for maintaining competitiveness. 
 
Manitoba-based value adding companies face some specific issues and threats, which require continuous 
efficiency gains. They must strive for greater efficiencies in order to stay competitive with substitute 
products; protect against any further rise in the Canadian dollar; assure that their customers stay 
competitive (by minimizing costs); survive in the face of reduced tariffs into North American markets 
(NAFTA, WTO); and stay competitive with suppliers that are located nearer to the customer. 
 
An example of an efficiency strategy used by some Alberta furniture manufacturers is centralized 
distribution whereby producers form alliances with distributors for strategically located warehouses. The 
distributor consolidates and ships small volumes from multiple suppliers into key end user markets.  This 
strategy could also be applied in Manitoba. 
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Companies in Manitoba generally lack a culture of continuous improvement, making only minor or 
incremental changes over time in how they make their products. Part of the problem is insufficient 
information about what the competition is doing. The sector could benefit from a "competitive audit" 
mentality, whereby they continually assess "best in class" products and strive to meet or improve upon the 
leading standards. Greater prevalence of such an attitude could increase the rate of technology adoption 
and dispersion within the industry. 
 
3.  Maintain a Strategic Focus 
 
A critical success factor is maintaining a strategic focus on the selected customer value proposition. Once 
a company has selected a value proposition (e.g. high quality office furniture of modern design and with 
superior customer service) then every aspect of the company's operation must contribute to delivering on 
this proposition, including equipment selection, process design, training, and quality assurance. For 
strategic focus, it is just as important to decide what not to do, as to decide what to do. Any product or 
operation that does not contribute to the value proposition should be re-evaluated and possibly eliminated. 
  
4.  Foster Innovation throughout Manitoba’s Value-added Community 
 
With global competition, companies can no longer rely on cheap and abundant supplies of raw materials. 
Instead competitive advantage rests on making more productive use of inputs, which requires continual 
innovation. To accomplish innovation more rapidly and effectively, Manitoba value adding companies 
need to work with each other, as well as with related suppliers and industry supporters in the province. By 
doing so, the value-added community can sustain itself as a centre of innovation. 
 
The Manitoba value adding community has a number of innovation opportunities of which a selection is 
presented below: 

 
• developing new product opportunities for under-utilized species; 
• identifying new opportunities for using wood in furniture; 
• improving engineered wood products, for example, developing easy-to-apply patch material and 

better connection methods for glulam; 
• finding alternatives to chemicals with negative environmental and health impacts;  
• researching methods and processes for wood/non-wood composites (e.g. fibreglass and wood for 

windows; plastic laminates and wood for office furniture); and  
• developing better methods of protecting wood against termites to increase its use for house 

construction in termite active regions. 
 

Data and technologies developed through research initiatives will be essential for the growth of the 
secondary wood industry. The support of scientists in the machining, gluing, construction standards areas 
will be paramount to the development of the industry.   
 
Equipment feed speeds and knife angles for indigenous hardwoods and softwoods will be key to 
achieving market driven quality standards. 
 
Also high on the priority list are gluing technologies compatible to the secondary industry for interior and 
exterior products; products and processes that meet published industry adhesive integrity standards; and 
testing procedures so that companies can assure their customers of product durability. 
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Companies require technical assistance to determining the best finishing technologies, methods, products 
and processes to assure product performance in the field. 
 
To service the construction industry, companies manufacturing building systems need to keep abreast of 
product changes, standards changes and integrity testing requirements.  Truss companies are looking for 
opportunities to use finger-jointed material in support members, and other components, and are not sure 
of strength integrity at the joints and the plate locations if over a finger joint.  Manufacturers have also 
indicated an interest in acquiring recommendations for engineered product performance. 
 
One area that requires significant change and innovation is wood drying. The Manitoba wood products 
industry is accustomed to drying dimensional lumber products. Furniture grade products, in contrast, 
require a longer drying regime to meet the desired product specifications. Dimensional products are dried 
to 15-19% moisture content, as compared to only 8-10% moisture content for furniture grade products. As 
well, wood inputs need to be cut thicker to account for additional shrinkage in the kiln and conditioning is 
required at the end of the drying cycle to stress relieve the wood. 
 
To meet these strict specifications, a longer and more precise drying cycle is required than the more 
typical cycle for dimensional lumber. The shift to a different drying regime raises a number of issues. 
Companies need to assess their business model to assure themselves that the higher value products 
compensate for the extra costs involved. Also, they need to assess the possibility of modifying existing 
kilns or, of pursuing alternative strategies like investing in new equipment and techniques or forming an 
alliance with other companies to meet these new drying needs. 
 
5.  Strengthen & Upgrade Competitiveness 
 
In order to strengthen and upgrade Manitoba’s value-added community it seems apparent that companies 
and their supporters and cooperators need to act in several areas: 

 
• Improve material utilization in plants today – To date there has been very little outsourcing of 

components. Most companies are producing products from scratch and living with large volumes of 
unusable reject material. This inflates the material cost and drives the selling price to be higher, and 
noncompetitive. Inventory management techniques are not refined to handle the evaluation and 
reworking of this rejected material into the next highest value product. Inflated inventory values result 
at physical year-end due to the company’s inability to use or remove these products from the 
premises. Companies need help to determine the best-case scenario regarding make vs. buy decisions 
or rework programs aimed at providing the highest return on this inventory investment.  

 
• Prepare for changes in raw material quality - Material utilization for the future must stretch the 

source of smaller volumes of higher-grade material. Veneering technology, gluing equipment, glue 
application technology, and machining technology are primary areas where support will be needed. 
Dimensional cutstock plants can provide presized material in the grades companies need without high 
volumes of reject products being developed during the processing. These new technology issues will 
bring the need for tighter quality specifications, inbound inspection programs, and new packaging 
techniques. Lumber manufacturing will require a different set of size parameters, unlike commodity 
lumber standards. The grading of products will be market driven, and kiln drying for stress-relieved 
lumber will require kiln changes, new schedules and longer drying times. 
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• Develop products using indigenous wood species – The industry visit continue to pursue the 
opportunity to more fully utilize indigenous species, including resolving production and market 
acceptance issues. As the proportion of the fibre base that is of high quality is relatively small, 
operators must try to optimize fibre use by sorting for highest value. 

 
• Upgrade process flow - Over the years, as business in the secondary wood products sector has either 

grown or changed, processing of the parts and products have been simply fit into the plant. Most of 
these companies are unaware that poor process flow causes increased manufacturing time through 
congestion and longer distances that parts, and products have to move. They lack knowledge of 
cellular and lean manufacturing concepts. As a result the industry is full of examples of misplaced 
equipment, poorly designed benches, and poorly located staging areas.  Many companies complain 
about plant space availability to properly manufacture the parts and products. Companies cannot get 
enough employees to do the job. When asked if they are aware of work simplification programs the 
general answer is no. All of Forintek’s plant visits over the past year have indicated a need for plant 
evaluations. Concept layouts with carefully laid out product staging areas, and redesigned work areas 
and benches can provide for increased capacities. Evaluating the need to tie equipment together and 
use transfer conveyors to move material instead of personnel relieves the employment issues. Product 
moving devices, carts, racks, and bins have not been designed to provide for efficient product 
movement. Time is lost due to distance and employee fatigue. 

  
• Upgrade equipment - Companies have limited knowledge of new equipment technology, but all 

inquire about better and faster ways to increase capacities. While some companies need to simplify 
the processes, others require new types of equipment to achieve this. The general condition of the 
secondary industry plant equipment is older and slow. In many cases these pieces of equipment have 
long set up times, and very manual functions creating extended downtime. 

 
Many companies have asked for advice regarding equipment that would provide them with the 
capability to provide efficient changeovers, multiple profiles, speeds, and accuracy. All equipment 
types are included from sawing, glue preparation, glue application, machining, sanding and assembly.  
Other companies are looking for effective material handling equipment, inventory storage rack 
systems, and finishing systems. 

 
• Improve technology development, adoption, and dispersion - The industry must approach 

technology development in a more coherent and focussed manner to maximize the results and impact 
of technology investments. Firms should consider funding joint research programs carried out by 
specialized centres of excellence. To strengthen the industry cluster, firms should share information 
about new technologies. 

 
• Increase investment in specialized human resource development – The development of operators 

is key to the ongoing success of the integration of new equipment technology. Without this trades 
training the secondary wood sector growth will be tremendously slowed down.  More investment is 
needed to promote the value-added industry as an attractive career choice, to train workers for value-
added jobs, and to upgrade management and leadership skills. In the short term, such action would 
mitigate the impact of soon to be retired senior managers. More training is required for both "old and 
new world" skills: workers need wood craftsmanship training, as well as training on how to adapt 
machinery to their needs.  
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• Institutionalize industry-training programs  - It is important that new employees have a basic level 
of skills so that the firms can maintain productivity levels. The industry should investigate creating 
and strengthening ties with educational institutions, or establishing an industry sponsored training 
program. 

 
• Forge stronger links between Manitoba wood processing companies - Manitoba firms must 

recognize the benefits of building a strong industry cluster for mutual success. Viewing each other as 
customers, companies should adopt a customer-driven attitude, share information, and contribute to 
industry development initiatives. An example of cluster building behaviour would be improved 
sorting and breakdown of wood inputs to increase fibre utilization.  

 
Creating strong links between firms in the value chain is important for creating markets for new 
products using indigenous species. The provision of more technical data by sellers to buyers can 
mitigate any buyer fears about trying new species or products. A third party technical expert could 
play a useful facilitative role to forge stronger links between component suppliers and their 
customers. 

 
• Establish links with Manitoba’s financial investment community - Firms need to take a 

professional approach to growth and development. New ventures should be based on sound feasibility 
studies and business plans. Links should be made with local venture capitalists and other sources of 
financing to fund business growth. 

 
• Utilize a strong industry association to pursue cluster development - Industry development goals 

can be more easily pursued through cooperative actions. Companies in Manitoba’s value-added 
industry need to align themselves with an industry association that can act on behalf of the whole 
cluster and its diverse participants. 

 
• Nurture Manitoba suppliers and related businesses - As an avenue to homemade innovation and 

global competitive advantage, Manitoba-based firms should investigate any opportunity to do 
business with local firms. For example, firms should explore local suppliers and services for surface 
finishing, production equipment, and product design. As well, they should tap into local markets to 
find an outlet for by-products and they should share technology innovations to increase the industry’s 
overall productivity and competitiveness. 

 
• Strive to develop more demanding Manitoba buyers - Firms should identify local market 

opportunities that have export potential and work with buyers to develop world-class products.  
 
6. Continue to Pursue Global Strategies 
 
A number of Manitoba-based companies are already exporting successfully, especially to the United 
States. Industry leaders should continue to pursue a global strategy, reaching to offshore markets where 
suitable opportunities exist. Find the most demanding buyers and allow them to influence the design of 
products and processes because this action will lead to world class products. Encourage foreign 
investment in the Manitoba industry because inevitably this leads to an influx of new technology. 
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8 Recommendations and Conclusions 
 
The secondary wood processing industries represent a growth opportunity for Manitoba.  With the 
exception of two very successful companies, the volume of activity is still relatively small.  However the 
growth trends are positive and Manitoba-based companies are finding success in U.S. markets.  Softwood 
export quotas to the U.S. market and declining allowable cuts in Canadian forests, will make secondary 
processing a more important economic activity in the future. 
The secondary wood products sector faces a range of technical challenges.  While companies make use of 
a variety of technical resources, primarily in-house personnel, there is large scope for additional support.  
Greater investment in R&D would lead to additional opportunities and growth.  Affordability is a key 
constraint for processors to access appropriate technical expertise. 
 
Large assemblers competing in export markets tend to have unique challenges that require a tailored 
solution, while small processors such as component suppliers and kitchen cabinet makers share common 
problems that could be addressed through industry-wide technology transfer initiatives. 
 
Tremendous competitive pressures amongst local businesses has left executive officers making decisions 
to lower selling prices to achieve an order.  Lower selling prices coupled with increased raw material 
prices, have depressed the hourly wages for this employment sector. As a result, secondary manufacturers 
have expressed difficulty hiring and retaining employees. Many sawmills are indicating that they can no 
longer continue as a direct result of the countervail duties, and are looking for other opportunities to keep 
their businesses open. Secondary businesses in Manitoba are looking at existing and next generation 
product lines and evaluating the need to maintain, add to, or change their business strategies.  
 
The growth of the sector will depend on the successful transition of these secondary producing mills, and 
their effectiveness in identifying new market opportunities. Existing companies not changing strategies 
are still affected by pricing pressure and competitive selling, and need assistance with better utilization of 
fiber, inventory management, marketing, and processing technology. 
 
The future brings a different set of parameters for the industry. The need for new technology to control 
cost of goods is paramount to the secondary wood industry’s long-term success. 
 
Much of the solid wood technical expertise that the secondary wood processing sector needs and would 
value highly already exists within Canada.  These capabilities include key features and benefits sought by 
the sector, specifically credible wood expertise, specialized technical knowledge, and mechanisms for 
government-industry partnerships.  More attention to resolving technical challenges could increase 
Manitoba’s international competitiveness for secondary wood products and lead to more employment and 
job stability at home. 
 
Manitoba’s solid wood value-added industry is still a young industry experiencing growing pains. The 
industry needs a transformation in mindset, operating practices, and technological capabilities in order to 
reach the next level of success. Based on Forintek's findings, a number of strategic priorities are 
recommended for moving the industry forward: 
 
• adopt a customer focus to meet changing needs and pursue new opportunities; 
• strive for continuous improvement and productivity gains for international competitiveness; 
• maintain a strategic focus on selected value propositions; 
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• foster innovation throughout the Manitoba value-added industry, addressing research and 
technological issues on a common front wherever possible; 

• strive to strengthen and upgrade the overall competitiveness of the industry; and 
• continue to pursue global strategies to maintain a competitive edge. 
 
A major step forward would be for the industry players to view themselves as part of an integrated cluster 
that has the potential for international competitiveness. In so doing, companies must commit to 
innovation as the key to competitive advantage. 
 
By working together to address this wide range of business and technological issues, industry, 
government, and research and educational institutions have the opportunity to effect change and growth in 
the industry. 
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