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INTRODUCTION

The characteristics of Army training demand large
tracts of unpopulated land suitable for manoeuvres and
gunnery ranges, At the same time, a family environment for
the soldier and his dependents must be created on a level
enjoyed by Canadian society in general,

Provided that national defence requirements are
met, the level of military expenditure furnishes the federal
government with a means to stimulate both national and
regional economies.

This thesis is concerned with the description and
measurement of the economic impact of a military installa-
tion on the region in which it is located,

For this study Camp Gagetown in New Brunswick has
been chosen as the installation to be reviewed. This
choice was made because this camp is an excellent illustra-
tion of the training and social requirements of the military
and, more important, because this Camp Gagetown and Town of
Oromocto complex represents the first attempt to mold the
requirements of military training and family living condi-
tions together in a community designed to foster a develop-

ment potential normal to a Canadian municipality.
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INTRODUC TI ON viil]

This report is 1in the nature of an economic survey
and a regional analysis., Within this area, much has been
previously reported and discussed. The bibliography lists
some of these efforts., Additionally, New Brunswick, as
one of the less fortunate (economically) provinces of
Canada, has been the subject of several surveys. Again,
some are indicated in the bibliography.
However, the writer has been unable to locate any
definitive treatment of the role of military expenditure
in a Canadian regional economy. Furthermore, there has
not been found any report of the economic success of the
unique effort to build a normal municipality using, as 1its
foundation, the need to provide acceptable living condi-
tions for the military family.
The search for such literature has involved dis-
cussions with officials of, and the search of files and
reference indices maintained by, the following organiza-
tions, agencies and appointments.
1. The Federal Bepartments of Finance, Industry,
National Defence, National Revenue, Trade and
Commerce.,

2. Economic Adviser to the Govermnment of New
Brunswick.

5. The Board of Trade, Fredericton, New Brunswick

UNIVERSITY OF OTTAWA SCHOOL OF GRADUATE STUDIES
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INTRODUCTION ix

4, Canadian Council of Urban and Regional Research

5, Canadian Federation of Mayors and Municipalities

6. Community Planning Association of Canada
7. Atlantic Development Board
8. Central Mortgage and Housing Corporation

The specific aims of this thesls are: first, to
describe those federal govermment expenditures in respect
of Camp Gagetown which have a direct impact within the
province and to determine what portion they share of the
total provincial economic activity in similar areas; v
second, to analyze the economic and financial structure
of the Town of Oromocto with comparisons to other urban
municipalities in New Brunswick; third, to develop a
measure of the residents! propensity to consume and the
associated multiplier effect, and thereby to estimate the
effect of changes in personal income on the 1level of
income flow in the town; and finally, to delineate those
areas of economic activity having an immediate growth
potential.

The thesis opens with a description of Camp Gage-
town and the Town of Oromocto, including an account of its
unique form of government and an enunciation of 1ts finan-
cial problem, The stated aims are then considered in

order.

W
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CHAPTER I
THE CAMP GAGETOWN AND TOWN OF OROMOCTO COMPLEX
1, Camp Gagetown

The Canadian Army, lmmediately after World War II,
was established at a strength of approximately 20,000 men.
Expanded commitments to the United Nations, participation
in the North Atlantlc Treaty Orgenization, and particularly
the Korean War, were factors contributing to the present
size of roughly 50,000 persomnel. Training facilities to
meet the needs of this enlarged force were not available 1in
existing installations. Hence the decision was taken to
develop a new site which would meet certain conditions.

In the first place, it was considered essential that
the new camp be near an Eastern Canada all-weather port to
ensure the greatest ease in movement abroad. Second, the
area had to be large enough to accommodate training on a
divisional level and permit the use of modern long range
conventional weapons. It was anticipated that 4000 to 5000
personnel would be stationed in the camp on a continuing
basis and at the same time a summer training requirement of
double that number would be necessary, Third, the terrain
should be suitable for exercises involving both wheeled and

tracked vehicles., Fourth, the climate should be suitable
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THE CAMP AND TOWN COMPLEX 2

for both winter and summer training. Finally, the installa-
tion should cause only a minimum disturbance to the civnianH
population,

On August 1lst, 1952, the decision was announced that
a location for this training facility, to be called Camp
Gagetown, had been selected. The camp is located in the
south central part of the Province of New Brunswick and
includes most of the Gagetown, Hampstead, Petersville sub-
divisions of Queens County and parts of Blissville and
Burton subdivisions of Sunbury County.

The camp - the largest in the Commonwealth -~ covers
an area of approximately 427 square miles or 274,000 acres.
The terrain provides not only open stretches with scattered
woods, but also areas of dense timber growth., The north en&
of the camp is near the original village of Oromocto twelve
miles down the Saint John river from Fredericton. The camp,
roughly egg-shaped, spreads out to a width of twenty-two
miles and extends south a distance of twenty~six miles with
the south end just twenty-five miles from the city of Saint
John,

Of the 274,000 acres, 193,700 acres comprised free-
hold land, and the remainder was Crown land vested in the

Province of New Brunswick.
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THE CAMP AND TOWN COMPLEX 3

2. The Town of Oromocto

With the selection of the training site came the
prime problem of personnel accommodation. The housing needﬂ
of the ummarried soldier were met in the traditional manner
by construction of barracks, but the requirements of the
married soldier and his family were considered from a point
of view that broke with precedent. Normally the soldier
settled his family in an already established nearby civilian
community or the Army provided him with married quarters
within the military installation. In the latter case the
Army also had to establish such facilities as retail out-
lets, schools and other services.

Fredericton and Saint John were the only urban areaﬁ
of a size that might be able to provide the necessary livirg
accommodation, but the addition of some 2000 families would
have merely aggravated the housing shortage that already
existed. For this and other reasons (non-economic in
nature) accommodation for the military families was devel-
oped in neither of these urban communities.,

Moreover, it was considered undesirable to locate
the family accommodation and all the attendant services
within the training area, and thus create a purely military
community of a pattern that had been established in the

older training camps. Furthermore, all military installa-
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tions employ civil servants in designated functions and
these employees are required to seek accommodation in
established civilian communities.

At the north western tip of the training area was
the small village of Oromocto with a population of approxi-
mately 600 persons.

This, then, was the situation against which the
problem of providing living accommodation for some 2000
military families and 700 civilian families had to be
considered.

The solution decided upon was the creation of a
planned community, not surprisingly called the Town of
Oromocto, which, as a by-product, would engulf the small
village. The long term hopes were that ultimately the Town
of Oromocto, built to satisfy military needs, would grow
into & normal self-governing community, the development of
which, as time went on, would rely less and less on the
military.

This town is unique both in its form of government

and in its financial structure.
3, The Town Government

The military population is a transient one in that
the soldier is normally transferred every three years, To

provide continulty of planning by elected representatives

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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THE CAMP AND TOWN COMPLEX 5

of this portion of the total population was considered
impossible. On the other hand, it was recognized that the
civilian minority should retain their voice in the affairs
of the community.

The Town of Oromocto was incorporated on Januvary 1,
1956 under the Town of Oromocto Actl of the Province of New
Brunswick. In lieu of the usual elected mayor and council,
the Act provides that the administration of the fiscal and
muniecipal affairs, and the whole legislative power and
government of the town, shall vest in a Board of Commis-
sloners composed of one chairman and three other commis-
sioners appointed by the Governor-General in Council, and
an additional three commissioners appointed by the Lieute-
nant-Governor in Council: one from the ratepayers of the
town, one from the members of the Sunbury County Council
and, one as a representative of the Government of the
Province of New Brunswick.

The chairman is a full time appointee and the three
commissioners appolnted by Governor-General in Council are,
normally, the Army officer in command of the military region
known as New Brunswick Area within which Camp Gagetown is
located, and a representative from each of the federal

Departments of Finance and National Defence.

1 New Brunswick, Town of Oromocto Act, 4th Session,
42nd Leglislative Assembly, 5 Elizabeth II, 1956,

UNIVERSITY OF OTTAWA .~ SCHOOL OF GRADUATE STUDIES
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In addition to the Board of Commissioners, the
Town of Oromocto Act provides for a corporation called the
"Town of Oromocto Development Corporation" consisting of
a president and not more than six other members, all of
whom are appointed by the Lieutenant-Governor in Council on
the recommendation of the Board of Commissioners.

As its name implies, the Corporation is designed
to stimulate and direct the growth of Oromocto., In the
absence of the usual private enterprises, it has the
authority to engage in any menufacturing, retailing, con-
struction or other commercial activity.

Thus was created a municipal framework within
which, it was hoped, & conventional community might develop
and grow. As long as federal expenditure for military pur-
poses remains the predominant economic activity that it is
today, no change seems likely in the unique administrative

organization of Oromocto.

4, The Town's Financial Structure

Under the Municipal Grants Actz, the federal governd

ment makes grants in lieu of taxes to any municipality in

2 Canada, An Act Respecting Grants to Municipali-
ties R.S.C. 1952, c., 182 as amended by 1955, c. 49; 1957,
c. 10, Queen's Printer and Controller of Stationery, Ottawa,
19567,

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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THE CAMP AND TOWN COMPLEX 7

respect of the federal property situated thereins. Such
grants may not exceed an amount obtained by applying the
effective rates of the real estate tax levied in the
municipality in the appropriate tax year to the assessed
value of the federal property. The assessed value is that
value which, in the opinion of the Minister of Finance,
should be attributed to the federal property by the muni-
cipality as the base for computing the amount of real estate
tax applicable to that property if it were taxable property.

The Town of Oromocto, if it were the usual munici-
pality in which federal property is located, would be
restricted to federal payments under this Act. However,
the tax base in Oromocto is not sufficiently broad to
provide the required operating revenue, Furthermore, its
establishment and development are the direct result of the
federal government's responsibility to provide living
accommodation for the military families of Camp Gagetown.
The situation is thus one which has forced the federal
government into incurring additional expenditures in
respect of this municipality.

First, to avoid imposing a large burden of debt

on the town in 1ts embryonic stages, the federal government

3 The federal property situated within the town
boundaries includes the camp administrative and training
buildings as well as the military housing.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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THE CAMP AND TOWN COMPLEX 8

turned over to it the seven schools, the roads and services
installed in the military housing area, certain lands, and
provided a capital assistance grant.

Second, to provide additional capital necessary
for 1ts development, the federal government has made capital
asslstance loans available to the town.

Third, the federal government has established
annual operating grants in amounts which equal the differ-
ence between the annual operating costs of the town and
the town's annual revenue from all other sources.

The federal government's concern with these annual
operating grants was succinctly described in the Report
of the Auditor General to the House of Commons for the
Fiscal Year ended March 1962,

In this connection it was proposed that

the initial operating grant should be $100,000
for 1955-56 with annual increments of approxi-
mately $25,000 during the next five years, the
actual amount of each increase to be approved
by the Treasury Board. While it was antici-
pated that the assistance by the Department
during these first few years would suffice
until the Town could operate normally with the
ald of grants under the Municipal Grants Act,
this has not turned out to be the case and
federal grants towards operating expenses of
the Town have continued at a very high level.

Details of the town's financial situation will be

presented when the economic activity of this community is

considered later in this study.
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CHAPTER II

THE ECONOMIC IMPACT ON
THE PROVINCE OF NEW BRUNSWICK

This chapter will describe the federal government
expenditures incurred by the establishment and operation
of Camp Gagetown as a military training installation, and
will assess the economic effect on the Province of New
Brunswick.

Not all of the costs associated with the camp
have an effect on the local economy, Procurement of items
such as arms, ammunition, vehicles and uniforms, is made
on an Army wide basis and is not associated with the loca-
tion of the military installation.

However, there are other expenditures arising from
contracts let locally, and the resultant payments add to
the income of the region in which the military installa-
tion is situated. Such expenditures are normally asso-
ciated with construction, maintenance of the military
establishment, food, fuel, and military and civilian per-
sonnel payrolls. This study will be concerned with these
expenditures, since they are directly related to the
location of Camp Gagetown. This latter type of expenditure

will be referred to as federal Gagetown expenditures.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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Procurement contracts giving rise to federal Gage-
town expenditures are considered as being awarded to sup=
pliers located in the Province of New Brunswick. Officials
of both the Department of Defence Production and National
Defence claim that this assumption is generally valid,
even though contractual arrangements may be made with the
headquarters of a national organization, - for example,
Imperial 0il Limited ~ because credit for the contract 1s
given to the regional sales outlet,

Thus the initial economic impact of these expendi-
tures 1s felt in the Province of New Brunswick, and further
repercussions will depend upon whether or not the produc-
tion stages from procurement of raw materials to finished
goods take place within New Brunswick. Thus, for example,
gasoline sold by Imperial 0il Limited through its New
Brunswick sales outlet wlll have an impact restricted to
the additional profits made by the outlet. On the other
hand, procurement of foodstuff, for example, vegetables,
may have a direct and sustained effect on the provincial
economy.

Without a detalled knowledge of the economic struc-
ture of the province, an analysis of these secondary reper-
cussions is impossible., Hence, this study of the effect
of federal Gagetown expenditures on the province must be

limited, of necessity, to a determination of the portion

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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they contribute to total provincial activity in similar
areas,

Three facets of these federal Gagetown expendi-
tures will be considered; land acquisition, federal con-
struction expenditures in the Camp CGagetown and Town of
Oromocto complex, and finally, the annual recurring expen-

ditures.

l, Land Acquisition Effects

As indicated in Table I, expenditures in respect
of land acquisition totalled just over $12,500,000, In
1956 the Rural Sociology Unit of the Economics Division
of the Department of Agriculture initiated a study of the
social and economic impact of expropriation on rural peo-
ple. This study was especially concerned with the diffi-
culties encountered and the success achleved by 104 farm
families that left the Camp Gagetown area to relocate in
other farming communities.

The study had a dual purpose, The first was con-
cerned with the immediate problems of relocation, and the
results were summarized as follows:

The mass movement of people, sources of
income other than farm real estate, and the
lack of experience of the operators in buying
a farm were important factors in the expro-

priation and relocation processes., Because
they owned little real estate the compensation

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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Table I

Land Acquisition Costs,
Camp Gagetown

Year Amount
1952 $ 2,447,489,70
1053 5,020,505,.77
1954 2,649,148,78
1955 1,001,245.27
1956 1,036,898.80
1957 154,001.82
1958 52,429.16
1959 58,375.00
1960 51,957.20
1961 21,395.00
1962 12,528.75
1963 145.83
1964 13,399.14
Total $12,519,520,22

Canada, Department of National Defence,
Unpublished Data.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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received by some of the operators was a small
amount for relocating. Together with the
apparent desire of the families to settle
near old friends and neighbors, and other
sociologlcal aspects, the lack of sufficient
funds was a factor in the location of the
survey Tespondents in adjoining areas of

the ATA*, The large increase in demand for
farms brought about considerable inflation
of farm prices in the area., Thils enhanced
the problem of relocating from a financial
standpoint and also added to the difficulty
of appraising farms for sale by the expe-
rienced buyers. The result was that many
farmers pald high prices for small and run-
down farms<,

The second was concerned with the degree of
success achieved by the relocated farmer in the period
1956 to 1960, The findings of this part of the study
were:

The major changes occurring on the survey
farms from 1956 to 1960 may be summarized as
follows: (1) ten of the respondents (11 per
cent ) had ceased to farm and only three of
these continued to reside on thelr 1956 hold-
ings; (2) the proportion of small-scale
farmers had increased from 15 to 24 per cent;
(3) the proportion of farms with sales of
$3,750 or more had increased from 17 to 26
per cent, Generally, the number of commer-
cial farms with value of farm products sold
of from $250 to $3,749 had decreased, and
the other classes of farms had increased. It
may be that part of the movement into nonfarm
work resulted from the dislocation of these

1 Army Training Area.

2 D, Dyck and F. Lawrence, "Relocation Adjustments
of Farm Families", in The Economic Annalist, Vol. 30,
No. 1, February 1960, p. 11l.
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families from the Gagetown area, but the
information obtained during the survey work
does not indicate whether this was a reloca-
tion adjustment or an adjustment to low
income conditions in agriculture generally;
(4) the improved acreage per farm had de-
creased by six acres on the average; (5) the
respondents estimated the value of their
farm real estate in 1960 to be about $1,000
more per farm on the average than the pur-
chase price in 1953 to 1Y56; (6) the indebt-
edness per farmer reporting debt had been
reduced by $861 since 1956, but the number
of indebted operators had increased by six;
(7) only 13 farmers were contemplating =
change in their farm organization in the next
two or three years and in most cases thilg
change involved an increase in livestock®,

2. Capital Expenditure on New Construction

During the period 1954-1964, new construction
expenditure in the province amounted to $1,324, 900,000
(Table II). Federal government expenditure in the Camp
Gagetown and Town of Oromocto complex was $ 93,900,000 or
7.1 per cent of the total. During the heaviest construc-
tion period in this complex (1954-1957), federal govern-
ment expenditure on new construction amounted to 17.8 per
cent of all construction within New Brunswick.

The size and composition of construction expendi-

tures have important direct and indirect effects on the

3 D. Dyck, "Relocation Adjustments of 95 New
Brunswick Farm Families, 1956-60", in The Economic
Annelist, Vol. 32, No. 5, 1ssue of October 1962, p. 109.

UNIVERSITY OF OTTAWA -~ SCHOOL OF GRADUATE STUDIES




UNIVERSITE DPOTTAWA .- ECOLE DES GRADUES

ECONOMIC IMPACT ON NEW BRUNSWICK 156

Table II

New Construction, New Brunswick? b
and Camp Gagetown/Town of Oromocto

—— T ——e|
— e ——

Camp Gagetown/ Per cent

Year New Brunswick Town of Oromocto of Total
(Millions of Dollars)
1954 78.1 10.5 13.4
1955 125.5 29,0 23.1
1956 136,1 24,3 17.9
1957 108.2 15,9 14,7
1958 131 .6 7.6 5.8
1959 157.1 l.8 1.5
1960 119.4 D .4
lo6l 115.4 .4 3
1962 116.8 .8 D
1963 115.5 D o4
1964 141.2 2.8 2.0
TOTAL 1l,324.9 93.9 7.1

Canada, Department of Trade and Commerce,
Private and Public Investment in Canada and
Regional Estimates, Various years.

——, Department of National Defence,
Unpublished Data.

& private and Public Expenditure.
b Federal Expenditure only.
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level of employment. In this context, the direct employ-
ment effects refer to the amount of employment required
to put the physicel capital in place. The indirect employ-
ment effects accrue from first, the suppliers of direct
goods and services; second, the employment multiplier
effect; third, the demand for labour necessary for the
operation, repair and maintenance of the new capital;
fourth, the demand for attendant permanent services, e.g.
insurance, finasnce, etc., and finally, the improved general
environment for new investment.

Investment in New Brunswick creates employment
not only in the province but elsewhere. What proportion
of this employment takes place in the province depends
upon the nature of the investment, and the ability of the
province to supply men and materials, Without detailed
knowledge of the ability of the province to provide the
required materials and, conversely, the need to import
into the province, no estimate of the impact of even the
first type of indirect employment effect 1ls possible,

However, most of the on-site labour in a con-
struction pro ject is provided by local resources, and
there seems to be no evidence that this situation would
not pertain in New Brunswick.

Unfortunately, employment records for the period

cannot be located, and consequently only an estimate of

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES
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the on-site labour can be attempted as a measure of the
direct employment effects of this new construction.

The United States Department of Labor made several
surveys of the number of men-hours per $1000 of contract
provided by several types of construction during the period
1958-1960,

These surveys estimated that, in respect of
schools, out of a total of 212 man hours, eighty-four were
devoted to on=~sgite 1abour4; in respect of housing, out of
256 man hours, one hundred and fourteen were on-sites;
and for office buildings, the total was 227 with ninety~
seven man hours on-site labourS,

The relationship of on-site to total labour would
seem to depend upon the degree of prefabrication, and the
total labour content would probably depend upon the extent
to which the production of prefabricated construction
units 1s automated.

On the assumption that prefabrication and automa-

tion in the construction iIndustry in New Brunswick are

4 United States Department of Labour, Labour
Requirements for School Construction, Bulletin No. 1299,

July 1961, DP. 3.

5 , Labor and Material Requirements for
Public Housing Construction, Bulletin No. 1402, May 1964,
Pe 4,

6 » Labor Requirements for Federal Office
Building Construction, Bulletin No. 1331, June.1962, p, 3.
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not applied to a greater extent than in the United States,
it does appear reasonable to conjecture that the United
States data might be considered to represent a minimum
requirement for on-site labour for the construction pro-
jects under consideration.

Table III classifies the new construction in the
Camp Gagetown and Town of Oromoctoc complex by type. By
applying the United States data it is estimated that a
total of over nine million man-hours of on-site employment
was involved, with schools accounting for 331,000 man~
hours, housing 3,006,000 man-~hours, and other construction
6,173, 000 man-hours.

Assuming a work year of two thousand hours, a
total of 4,500 man years of on-site labour represents the
direct employment effects of federal government expendi-
ture over the period 1954-1964 on new construction in the

Camp Gagetown and Town of Oromocto complex.

3, Annual Expenditures

Previously in this dissertation federal government
expenditure on military operations was divided into two
classes. The first type was concerned with the general
requirements of the military, 1in respect of which any

economic impact was not related to the location of the
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Table III
New Construction by Type,
Camp Gagetown/Town of Oromocto
R piuTIAL Annual
i ot
Year Schools Housing her Total
(Thousands of Dollars)

1954 - 56.0 10,493.2 10,529.2
19556 121.,5 2,126.8 26,769,.6 29,017.9
1956 76547 5,856.8 17,650.1 24,272.6
1957 1,9002.4 9,895.2 4,115.8 15,911.4
1958 676.0 5,347.7 1,549.1 7,572.8
1959 425,53 675.6 668.3 1.,769.2
1960 47,9 261.5 133.9 443,3
1961 - 75.2 458,.,6 533.8
1962 - 1.6 587.2 588.8
1963 - - 475.8 475.8
1964 - 2,005,.7 743.3 2,839.0
TOTAL 5,938.8 26,372.1 65,642.9 93, 955.8

Canada, Department of National Defencs,
Unpublished Data.
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Army installation. The second classification (termed
federal Gagetown expendlture) included items of expendi-
ture which become part of the income of the area in which
the installation is located.

Table IV portrays the federal Gagetown expenditures
for the years 1961, 1962 and 1963, Those items classified
in this table as "Other Expenditures" are those which are
incurred through procurement contracts. Such contracts
are normally let locally under competitive conditions.
There may, however, be occasions when local supply can not
meet the demand, and hence this data must be considered
as representing the maximum possible impact of such expendid
ture on the local economy.

Conversely, the relative size of payroll costs
(approxi mately 82,5 per cent of the total) is conserva-
tively estimated. These payroll costs represent 2.5 per
cent of the total personal income in the province (Table V).

Moreover, a considerable number of jobs within a
given installation are open to civilians who are normally
drawn from the regional labour force. Camp Gagetown is no
exception and provided an amual average employment to
civilians as follows: 819 in 1961, 810 in 1962 and 758 in
19637,

7 Camp Gagetown, Employment Records, Various Years,
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Table IV

Annual Federal Gagetown Expenditures, Camp Gagetown

s et

1961 1962 1963

% of % of % of
$,OOO Total $,OOO Total $,OOO Total

Payroll Costs

Total 16,209,2 82,7 16,335.4 82,4 18,445.7 82,5
Military Pay & Allowances? 14,205.3 72.5 14,310.9 72,2 16,459.2 73.6
Civil Salaries 2,003.,9 10,2 2,024.5 10.2 1,986.5 8.9

Other Expenditures

Total 3,383.0 17.3 3,491.8 17,6 3,905.7 17.5
Construction Repair 1,061.0 5.4 703,0 3.5 896,0 4,0
Machinery & Equipment Repsailr 21.9 0.1 18.1 0.1 18.8 0.l
Wholesale Food 886,7 4,6 1,290,2 6.5 1,350,6 6.0
Wholesale Petroleum &

Petroleum Products 673.2 3.4 729.5 3.7 877 .4 3.9
Laundry & Dry Cleaning 48,2 0.2 54,0 0.3 49,9 0.2
Utilities 692.0 3.5 697.0 3,5 713.,0 3.2

Grand Total 19,592.2 100,0 l9,827.2 100,0 22,351.4 100,0

— _— —— —
— — — — ——

Canada, Department of National Defence, Unpublished Data.

& Does not include the value of subsistence issued in kind to the

single soldier, The cost 1s distributed among the items listed
under Other Expenditures.
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$3INAvyo $3a 31003

MOIMSNOYE MEIN NO LOVANI OJINONODI

T2




UNIVERSITE DOTTAWA ECOLE DES GRADUES

ECONOMIC IMPACT OF NEW BRUNSWICK 22

Table V

Personal Income,
New Brunswick and Camp Gagetown®

Year New Brunswick Camp Gagetown Pg§0g2€Z%e
(Millions of Dollars)

1961 637 16.2 2.5

1962 672 16.3 2.4

1963 707 18.4 2.6

Canada, Dominion Bureau of Statistics, National
Accounts Income and Expenditure 1963, Table 28,
p. 41.

& Includes only military pay and allowances
and salaries to civil servants. See
Taeble IV, p. 21,
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Both construction repair and machinery and equip-
ment repair expenditures arising from contractual awards
depend primarily upon the repair facilities which are
organic to the military installation. Furthermore, the
degree of 'in-house'! capability will depend upon first,
whether or not the repair skills are generally available
or whether they are unique to the military requirements,
and second, whether repair skills are required by the
military under operational conditions which exclude the
employment of civilians.

It is for these reasons that, in a relative sense,
more construction repairs are done under contract than is
the case with machinery and equipment repair, Thus, it is
not surprising that, whereas construction repair contracts
let by the federal government in respect of the camp and
the town approximate two per cent of the provincial total
(Table VI), machine repair contracts account for less than
.01 per cent (Table VII).

In 1961, the volume of wholesale food sales in
New Brunswick amounted to $98,721,5008. In this same year,
wholesale food costs in Camp Gagetown were $886,700 repre-

senting less than one per cent of the total, While these

8 Canada, Dominion Bureau of Statistics, 1961
Census of Canada, Wholesale Trade, Bulletin 6,2-1,
Catalogue: 97-511, Preliminary Data,
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Table VI

Construction Repair Expendi tures,

24

New Brunswick® and Camp Gagetown/Town of OromoctoP

Year New Brunswick

Camp Gagetown/ Percentage

Town of Oromocto of Total

(Millions of Dollars)

1961 40,9 1.1 2.7
1962 7.9 o7 1.8
1963 42,5 «9 2.1

New Brunswick, Office of the Economic Adviser,
A Statistical Report on the New Brunswick
Economy, September 1964, Table 15.

& Private and Public Expendi tures

b Federal Expenditure by contract only and does
not include construction repairs performed by
facilities organic to Camp Gagetown. Sese
Table IV, p. 2l1.
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Table VII

Machinery and Equipment Repair Expendi tures, b
New Brunswick® and Camp Gagetown Town of Oromocto

25

Year New Brunswick Camp Gagetown and
Town of Oromocto€
(Millions of Dollars)
1961 36,0 002
1962 36.4 .002
1963 39.5 .002

New Brunswick, Office of the Economic Adviser,
A Statistical Report on the New Brunswick

Economy, September 1964, Table 15.

Private and Public Expenditure.

Federal Expenditure by contract only and does
not ineclude machinery and equipment repairs
performed by facilities organic to Camp Gage-
town., See Table IV, p. 21.

Less than .0l per cent of total provincial
expendi tures,
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food costs increassed significantly during the next two
Years, the absence of change data for New Brunswick pre-
cludes comparison for 1962 and 1963. However, if no in-
crease in level of wholesale food sales for the province
is assumed (and this would appear unlikely), the military
food costs, despite their increase, would account for less
than one-and-one-half per cent of the provincial total for
1962 and 1963,

The costs to the federal government for petroleum
and petroleum products for Camp Gagetown during 1961 were
$673,200, representing approximately one per cent of the
total provincial sales of $68,210,0009. Again, because
of lack of provincial data, comparisons for the years
1962 and 1963 are impossible. Assuming that provincial
sales have also increased in total, the contribution by
the military to this industry camnnot exceed 1.7 per cent
of the total for 1962 and 1963,

Laundry and Dry Cleaning expenditures are omltted
from analysis because they form only a small fraction of
total federal Gagetown expenditures.

Because of lack of data, consideration of the
expenditures in respect of utilities must be limited to

electrical energy, and, because of the complexity of the

9 Ibid.
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rate structure, comparisons are possible only in terms of
kilowatt hours used.

Table VIII reveals that the electrical energy for
which the federal government bore the cost in respect of
the Camp Gagetown and Town of Oromocto complex formed less
than two per cent of the total used in the province during
the period 1961-1963.

4, Anticipated Increased Expenditures

Federal Gagetown expenditures will increase during
1965 for two reasons., PFirst, military pay and allowances

have been 1lncreased by 6,27 per cent10

» and second, an
additional military unit will be added to the population
of Camp Gagetown.

The gross income accruing from this additioneal unit
(not including the increase in pay rates), based on Decem-
ber 1964 data, will be $3,121,000, This will increase
military pay and allowance costs to approximately
$19,500,000 computed on the previous rates, and to
$20,700,000 on the new rates. Payroll costs at Camp Gage-

town will be increased, therefore, by four million dollars.

10 Data available to the student in his appoint-
ment as Director of Records (Army).
Unless specified to the contrary, all additional
data in this dissertation should be attributed to the same
source.
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Table VIII

Net Electric Energy Used, New Brunswick
and Camp Gagetown/Town of Oromocto?
1961-1963

28

Cemp Gagetows | mof

Year New Brunswick Town of Oromocto total
(Millions of Kilowatt Hours)

1961 1785 34,5 1.9

1962 1924 34.9 1.8

1963 2089 36.0 1.7

New Brunswick, Office of the Economic Adviser,
New Brunwsick Economic Statistics, December
1964, Table 23, p. 15,

Canada, Department of National Defence,
Unpublished Data.

Includes only electrical energy used in
respect of Army installations.

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES




UNIVERSITE DDOTTAWA . ECOLE DES GRADUES

ECONOMIC IMPACT ON NEW BRUNSWICK 29

Food, laundry and dry cleaning costs will increase
in direct relationship to the increase in numbers of un-
married soldiers, It is anticipated that these numbers
will increase from 1,400 to 1,800; therefore, expenditures
on theseitems will increase by approximately 29 per cent,
that is, about $406, 000.

Costs of wholesale petroleum and petroleum products
will increase by reason of the new construction and the
additional vehicles, The best estimate available from
officials of the Department of National Defence is an
increase of §$70,000 annually.

The total increase in annual federal Gagetown
expendi tures will be of the order of $4,500,000, Addi-
tional capital expenditures have been planned, part of
which will include three hundred housing units, It is
estimated that this additional investment will total

$5, 000,000 of which $2,800,000 has been spent in 196411,

5. Summary

The creation of Camp Gagetown as a military
training installation had certain economic effects on

the region.

11 Supra, pe. 1¢.
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Because of the land area required for training
purposes, land acquisition costs had an lmmediate effect
on acreage prices. The displaced residents created a
demand for available land adjacent to their former loca-
tion, and prices rose., The economic measure of this effect
has not been determined.

Capital investment in construction formed a signi-
ficant portion of the provincial total, particularly over
a four to five-year period. The direct effects were imme-
diately felt by the regional labour force and accounted
for about 4,500 man years of on-site employment during
the period 1954-1964, These direct effects, of course,
terminated with completion of the construction pro jects.

Continuing effects from the military operation
are significant in two aspects. First, reglonal employ-
ment at the base activity has been provided for 750 to
800 workers, comparable to that of a relatively large firm.
Second, if military training can be considered as a ser-
vice industry, payments from the point of raw material
acquisition through the production process and over the
usable life of the product are continuous, and become
part of the personal income of the region within which
the payments are made.

Thus this military training installation makes
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its greatest impact on the economy of New Brunswick by
its contribution to the total personal income of the pro-~
vince, approximately 2.5 per cent. It is in this same
area of personal income that changes in military rates
of pay and allowances and changes 1n numbers of personnel

under training will have their effect.

arcros
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CHAPTER ITI

THE ECONOMIC ACTIVITY IN THE TOWN OF OROMOCTO

In Chapter I, the origin, the form of government
and the basls of the financial structure of the Town of
Oromocto were described.

This chapter will analyze the economic structure
of the town, examine its financial situation and, finally,
compare its economic activity with other New Brunswick

municipalities.
l, The Economic Structure

In 1961 the population of the Town of Oromocto was
12,170 having, in fact, replaced the small village of 661
with the same namel.

In the same census year, there were 2,128 wage
earner families. The average earnings of the head of the
family were §4,409, and of the family §4,621%,

In the retail trade, Oromocto had sixteen outlets

with sales amounting to $3,683,100 representing annual per

1l Canada, Dominion Bureau of Statistics, 1961
Census of Canada, Population, Bulletin 1.1-10, Catalogue:
92-539, Table 6-8,

2 1961 Census, Households and Families, Bulletin
2,1-10, Catalogue: 93-519, Table &5-6.
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capita retail sales of just over $300, The number of paid
employees in the last week of November 1961 was 151 and
the total payroll for the year was $274,5003.

Again, in 1961, six firms within the service
trades, having total receipts of $217,100, were reported
for a per capita figure of just under $18. The total pay-
roll for the year was $90,300, with fifty-one persons
being employed during the last week of November4.

In addition to the normal type of retail and ser-
vice trades usually found in a municipality, two sales
organizations unique to the Army exist in Oromoctos.

Each military unit operates, under the term of
Army Institutes, clubs for officers, warrant officers, non-
commissioned officers, and civil servants of equivalent
status, The sales activity of these clubs is generally
limited to beverages and tobacco products., The volume of
sales has been included in the 1961 census figures.

3 1961 Census, Retail Trade, Bulletin 6.1-2,
Catalogue : 97-502, Table 4-5.

4 1961 Census, Service Trades, Bulletin 6.2-7,
Catalogue: 97-517, Table 31-35,

5 Both of these organizations, under Army policy,
are permitted to engage in sales activities which do not
compete, elther in the price level or in the range of
goods and services offered, with normal commercial out-
lets in the area.
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Personnel to operate these institutes are included in the
mnilitary and civilian components of the military installa-
tion.

The second orgenization, Maple Leaf Services,
provides certain amenities to the soldier. In Camp Gage-
town the organization operates clubs, canteens and
snack-bars for junior personnel, and a theatre, Officials
of both the Department of National Defence and the Domi-
nion Bureau of Statistics agree that the 1961 sales,
amounting to $507,5006, were inadvertently omitted from
the census data for that year. The number of employees
has been estimated at thirty-two by the local manager.,

No business activity, other than in the retail
and service trades, was present in the census year 1961
or at the time of the writer's personal investigation in
March 1965,

Thus, the total commercial activity in 1961 re-
sulted in receipts of $4,407,700 for a per capita value
of $362, These enterprises employed 234 persons during
the last week of November and provided an annual payroll
of $364,800 (exclusive of Maple Leaf Services)., Other

employers (not including the Department of National

6 Canada, Department of National Defence,
Unpublished Data.
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Defence) with the estimated number of employees were:
The Oromocto School Board 1597
The Town 1008

The Oromocto Development Corporation 199

Finally, the 1961 census data included 2189
housing unitslo. Of these, 1900 were permanent married
quarters for the military.

Equally official data for recent years are not
available, However, the writer visited the Camp Gagetown
and Town of Oromocto area late in March 1965 and, from
discussion with officials of the camp and the town, and
with various merchants, has been able to make certain
estimates which are displayed in Table IX.

Finally, the Town Clerk estimates that the number
of housing units (when the three-hundred additional per-

manent married quarters are completed) will total 2,650,

7 New Brunswick, Report of the Royal Commission
on Finance and Municipal Taxation in New Brunswick,
Fredericton, N.B., November 1965, Table 4:14, p. 93.

8 Chairman, Board of Commissioners Town of
Oromocto, Unpublished Data.

9 Ibid.

10 B, M, Hamilton, editor, 1964-65 Survey of
Merkets and Business Year Book, Maclean-Hunter Publishing
Company, Limited, Toronto, 40th edition, p. 63.

UNIVERSITY OF OTTAWA SCHOOL OF GRADUATE STUDIES




UNIVERSITE DOTTAWA - ECOLE DES GRADUES

THE ECONOMIC ACTIVITY IN THE TOWN OF OROMOCTO 36

Table IX

bstimates of the Level of Employment Activity,

Town of Oromocto, March 1965

|

Number of

Employees
Retall and Services Trades Outlets

Groceteria 55
Liquor 11
Variety 56
Hardware and Sporting Goods (2) 7
Jewellery 5
Drugs 8
Ladies! Wear 6
Children's Wear 2
Meagazines and Tobacco 2
Men's Wear (2) 13
Shoes 2
Shoe Repair 2
Laundry and Dry Cleaning (2) 14
Restaurants (2) 18
Bowling Alley 8
Banks (2) 30
Finance Company 4
Barber Shop 5
Beauty Parlours (2) 8
Service Stations (4) 12
Movers (3) 12
Taxis (2) 9
TOTAL 299

Other Employers
The Oromocto School Board 173
The Town of QOromocto 100
The Oromocto Development Corporation 20
Maple Leaf Services 35
TOTAL 328
Total, All Employees 627
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In Table X are found the detalls of personal dis-
posable income classified according to source. That por-
tion attributed to military pay and allowances and to
federal civil service pay is derived from data available
to the writer. The balance represents an estimate based
on the civil service salary structure spplied to all

other wage earners.
2. The Financial Situation

Table XI details the source and amount of revenue
of the Town of Oromocto for the period 1961-1963, While
the subject of the town's revenue 1s of prime concern in
this thesis, expenditures are also presented in Table XII
in order to provide a complete picture of the financial
structurs.

In the statement of revenues, the level of taxa-
tion and federal grants are of particular importance.

Only real property forms the basis of tax revenue
in the town., Assessment is calculated at 80 per cent of

its value and the tax rate has remained at $2.00 per $100

of assessment. No distinction is made between residential

and other property.
On the basgis of this tax rate the assessed value

of real private property for each of the years being

UNIVERSITY OF OTTAWA . SCHOOL OF GRADUATE STUDIES




ECOLE DES GRADUES

UNIVERSITE DOTTAWA ~

38

THE ECONOMIC ACTIVITY IN THE TOWN OF OROMOCTO

‘uorqeTodasqutl £q pelBINOTEBO 8J9M COAT PUB Z9/T JO0J BABP OUTL
‘eangonaqs AJIBTBS ©0TAJOS TIATO JO STSBQ UO POJBUTISEO OuodUT

*asef oeyq Suranp peLoTdwe Jdequmu ©JBIOAY

‘eouUepIsed JO ©98BTd JO sseoTpdefoa XeTdwod 0900WOI)
JOo umoJ/umoqe3en dws) ouy ut peLordwe Teuuosded TTe sepnToul

0°982°02 969°C  L°9¢T‘02 239°C 6°088°LT CIP‘S ¢°929°LT 6%¢‘Q
T°99G°‘T 429 S*1P% ‘T 88S 6°9T¢‘T 0¢¢ ¢*g61‘T 21S
8°6L0‘2 ¢¢8 6°T68°T 6SAL 1°826°T 018 6°LOG‘T 618

T°0TI9°‘9T 961°‘F ¢*e08°9T CL2‘P B°GCOPT ¢€80°‘P T1°9238‘PT ST0 ‘P

TVLOL

oSI0U30
1TV

©0TAISS
TTATD

Lxe3 TTIN

000:1% 4*oN 000:% g oN 0001% 4°oN 000:$  ,*oN

7961 ¢96T 296 T 1961

gP96T-T96T ‘0300moa0 Jo umoy, ‘emodoul eTqesodsq TeUOSISd

X @198y

SCHOOL OF GRADUATE STUDIES

UNIVERSITY OF OTTAWA ..




* VMVLLO 40 ALISYIAINN

SAANLS 3LVNAVYED 4O TOOHIS

Table XI

Revenue, Town of Oromocto, 1961-1963

e _—

| —
1961 1962 1963
Taxation 31,349 34,143 56,019
Licenses and Permits 2,670 7,489 7,918
Rents, Concessions, Franchises 480 480 1,604
Fines 4,484 2,295 3,345
Interest and Tax Penalties 21,175 18,790 13, 973
Contributions, Grants, Subsidies 1,493,848 1,679,844 1,881,510
a. Dominion of Canada 1,479,400 1,541,898 1,736,071
b. N.B. Provincial Subsidy 8, 496 120, 421 121,610
¢. N.B. Snow Removal Grant 661 12,170 12,170
d. N.B. Welfare & Civil Defence
Grant 4,691 4,755 11,059
e. Lincoln & Burton - Fire
Protection 600 600 600
Miscellaneous 13, 942 14,112 12,829
Total Revenue 1,567,948 1,757,153 1,957,198
Surplus from Previous Year 128,983 04,489 -
Deficit for Year - 6,203 91,720
Total (Revenue & Deficit) 1,696, 931 1,857,845 2,048,918

New Brunswick, Department of Municipal Affairs, Annual Report

of Municipal Statistics, Years 1961-1963,
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Table XII

Expenditure, Town of Oromocto, 1961-1963

1961 1962 1963
General Government 97,458 99,150 89,603
Total Protection 145,283 159, 957 160,129
Public Works 200, 808 213,548 216,507
Sanitation and Waste Removal 12,659 12,810 12,764
Total Health 4,631 1,169 5,329
Total Soclal Welfare 6,579 11,724 17,629
Total Education 743, 063 942,797 1,131,156
Recreation and Community Services 18,1350 26,295 29, 091
Debt Charges 362,705 362,696 362,530
Uncollectible Taxes - - -
Special Expenditure 10, 000 16,450 15,754
Discount on Taxes 1,106 1,396 1,441
Civil Defence - 118 802
Other 20 9,735 -
Total Expenditures 1,602,442 1,857,845 2,042,715
Deficit of Previous Year - - 6,203
Surplus for Current Year 94, 489 - -
Total (Surplus and Expenditure) 1,696, 931 1,857,845 2,048,918

New Brunswick, Department of Municipal Affairs, Annual Report
of Municipal Statistics, Years 1961-1963.
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considered was $1,567,450 in 1961, $1,707,150 in 1962,
and $1,800,950 in 1963.

In respect of federal property, the Municipal
Grants Actll provides for grants in lieu of taxes by the
federal government on a basis equivalent to a private
taxpayer., Officers of the Municipal Grants Section of
the Federal Provinclal Relations Directorate of the Depart-
ment of Finance have unofficially estimated the assessed
value of federal property in the Camp Gagetown and Town
of Oromocto complex as $33,700,000 for the period under
consideration, When complete, current construction will
add approximately $2,407,000 to this estimate.

Thus federal grants in lieu of taxes would approx -
mate $675,000 whereas, in fact, the operating grant by the
Department of National Defence for 1963 was nearly
$1,800,000, Officials estimate that it will approximate
$2,000,000 in 1964, Even with the increased assessed
value of federal property currently under construction,
the Town of Oromocto, if it is to function as a normal
municipality, must increase its net tax revenue by an

amount of the order of $1,200,000 to $1,500, 000,

11 Canada, An Act Respecting Grants to Munici-

alities, R.S.C. 1952, ¢. 182 as amended by 1955, ¢, 49
and 1957, ¢c. 10, Queen's Printer, Ottawa, 1957,
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3., Comparisons with Other Urban Centres
in New Brunswick

Tables XIII and XIV present comparative data in
the Retail and Service Trades respectively. PFirst, data
for the province in each of the trades are displayed.
Second, urban centres of a size comparable to the Town of
Oromocto are considered. Third, urban complexes (Saint
John and Lancaster, Chatham and Newcastle, Moncton and
Shedlac), possessing geographical and communication rela-
tionships somewhat similar to the Fredericton, Marysville
ard Oromocto area, have been grouped,

It should be recalled that sales and receipts of
Maple Leaf Services have not been included in these data,
and hence total per capita expenditure in these trades for
the Town of Oromoctc should be increased to approximately
$362 for the year 1961,

Normally, it might be expected that the per capita
sales and recelpts in urban centres should exceed the
provincial average since such centres generally augment
their level of economic activity from the rural popula-
tion.

In the retail sector, only one centre, Lancaster,
in addition to Oromocto, fails to meet the provincial

level of per capita expenditure.
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In the service sector, three centres, Lancaster,
Chatham and Marysville, as well as Oromocto, have receipts
less than the provincial per capita average.

If both sectors are considered in total, only
Lancaster and Oromocto are below the provincial per capita
expenditure of about $800 per year, and the level of
activity in Oromocto is less than half that caleculated
for the province as a whole.

Within the retail trade, a comparison within the
food group is possible. Steinberg's Limited is the only
outlet and reported sales of $1,795,000 in 196112, pDis-
counting the 1,483 unmarried soldiers (who are provided
with food by the Army) as possible food purchasers, and
thus reducing the 1961 population of 12,170 to 10,687 for
purposes of this comparison, the per capita expenditure
within Oromocto was $168.

In the province, total retail sales in the food grd
amounted to $109,391,300 for a per capita expenditure of
$18213,

12 Steinberg's Ltd., Steinberg's Supermarket
in Oromocto, January 1964, p. 5. A market analysis of
the effect of a second supermarket in Oromocto on
Steinberg's sales,

13 Canada, Dominion Bureau of Statistics, 1961
Census, Retall Trade, Bulletin 6.1-2, Catalogue: 97-502,
Table 5-7.

up
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As stated previously, the retail and service
trades accounted for the total commercial activity in
the town.

Since, within the food group, the expenditure per
capita in Oromocto closely approximated that of the
province as a whole, it may be concluded that the causes
of the relatively low level of activity in the retail

and service trades lie elsewhere.
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CHAPTER IV

CHANGES IN THE LEVEL OF ECONOMIC ACTIVITY
IN THE TOWN OF OROMOCTO

In the previous chapter it was estimated that the
net annual tax revenue of Oromocto must be increased by
$1,200,000 - $1,500,000 before federal grants toward
annual operating costs can be reduced to those in lieu of
taxes under the Municipal Grants Act.

Aside from the military training installation, the
economic activity of the town is limited to the retail and
service trades., The level of activity in these trades is
well below those of the average New Brunswick municipality
of equlvalent size,

The personal income of the residents will increase
during 1965; first, from an increase in military rates of
pay and allowances authorized in March 1965 and made
effective 1 October 1964 and, second, from an increase in
the number of soldiers stationed in Camp Gagetown.

This increase in personal income should result in
an increase in the level of economic activity in the town.
While it is beyond the scope of this thesis to define the
precise effect on municipal revenue of changes in the level

of economic activity, it is assumed, on a priori grounds,

UNIVERSITY OF OTTAWA .. SCHOOL OF GRADUATE STUDIES



UNIVERSITE DPOTTAWA .~ ECOLE DES GRADUES

CHANGES IN ECONOMIC ACTIVITY 48

that both should change in the same direction.

The purpose of thlis chapter is to exgmine the
effect on the level of economic activity in the town
arising from the two sources of change in personal income.
In addition, other means to increase the economic activity

will be considered.

The increase in rates of military pay changes the
level of the town's per capita income. On the other hand,
san increase in the military population, while increasing
total Income in the town, may not have an effect on the
per capita income. Hence each will be considered sepa-

rately and in different ways.

It will be demonstrated that the consumption
pattern of the new soldier and his family will approximate
that of the present military resident, and that his con-
tribution to the economy of the town will be relatively

equivalent.

However an increase in per capita income of the
soldier may result in a change in spending pattern, not
only of the soldier but also of the non-military resident;
that is, & change in spending pattern of the military may
have a "“feedback" effect on the income of the non-military
income earner and, in consequence, the spending pattern

of the latter.,
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Thus a change in the soldier's income will have
a multiplier effect on the income of non-military resi-
dents. It is proposed to construct a model of the
Oromoc to economy under conditions of a change in per
capita income of the military resident and to use this
model to determine the magnitude of any multiplier

effect.

1., The Conceptual Approach to the Model

The construction of the model will rely on the
principles of the Economic Base Theory, using as a prime

reference a collection of papers edited by Pfoutsl,

This theory views an economic community as a dichqg
tomy of two types of enterprises or activities, the 'basic'

and the 'nonbasic'z. The basic enterprises are those which

1 R, W, Pfouts, Editor, The Technigques of Urban
Economic Analysis, Chandler-Davis Co,, West Trenton,
New Jersey, 1960, p. 301-306, 348-354.

2 The usual terms are 'basic'! and 'service!.
However, to avold ambiguity with the previous use of the
word 'service' in connection with service trades, the
word 'nonbasic! will be substituted in respect of the
Economic Base Theory.
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'export' goods and services to points outside the sconomic
confines of the community, or which market their goods and
services to persons who come from outside the economic
boundaries, From a trade-flow point of view these enter-
prises, through their export function, e arn a dollar inflow
for the community from surrounding regions, the nation,

or even from other nations. Without this inflow from
export activities, the economic health of the community
will suffer. In this sense, export activities of a com=~
munity become its economic base.

There are, however, certain economic enterprises
within the community with the principal function of provi-
ding for the needs of persons within the community's
economic limits., These enterprises make up the nonbasic
activity which is directly supported by the basic activity.
Both employment and profitability in nonbasic activities
are dependent upon, and sensitive to, changes in the
economic base,

Two maln requirements are associated with the
application of the Economic Base Theory to an analysis
of a regional economy.

The first is concerned with identification of the
economic base: i.e. not only must the basic or ex ort

activity be defined but, in addition, each enterprise must
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be identified as being an exporting or a nonbasic activity
as the case may be,

The second is a demarcation, economic and geogra-
phic in character, between the producing community and the
boundary marking the beginnings of its export market.

The Camp Gagetown and Town of Oromocto complex was
established to provide military training as part of
Canada's defence activity. Military training comprises
the basic activity of the town which 1s considered to be
the producing community.

While the other activities of the town may cater
to non-residents as well as residents and thus become, in
part, a secondary source of export, their prinecipal func-
tion is to provide goods and services to the residents.,
Hence they willl be classified as nonbasic activities.

All income derived from the basic activity of
military training stems from federal government expendi-
tures. All of these exppiddltures, less payroll payments,
go toward imports into the town. Thus payroll payments
represent the volume of 'exports! by the basic activity.

The portion of this personal income spent on con-
sumer goods and services by the residents who are basic
employees 1s divided between consumer 'imports' into the

town and local consumer purchases,
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The local consumer purchases, plus non-resident
purchases. comprise the income of the nonbasic enterprises,
and such income 1s again divided. One part results in
imports into the town which are disposed of locally in the
form of consumer goods and services. The remaining portion
takes the forms of factor incomes, including income to the
employees of the nonbasic activities, of taxes, and of
purchases from other nonbasic activities. The income to
the nonbasic employees is again spent in the same manner
as that of the basic employees.

If the personal income and, as a consequence, the
local consumption expenditure of the basic employee 1is
changed, then it can be expected that the personal income
and local consumption expenditure of the nonbasic employee
will also change in the same direction., Thus there is a
multipllier effect from the change in personal income of
the basic employee.,

Thus, the income flow within any community depends
upon, first, that portion of personal disposable income
spent on consumer goods and services and, second, that
portion of consumption expenditure which takes place

inside the community.

The Town of Oromocto Income Multiplier must be

designed to measure a change in Income flow in the town
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consequent upon a change in personal disposable income
per capita, and involves the relationship of consumer
expenditure in the retaill and service sales outlets in
Oromocto to personal disposable income.

The first problan is concerned with the determina-
tion of personal disposable income from personal income
data. Since this part of the study is concerned with
changes in rates of military pay and allowances, 1t will
be assumed that the personal income of the soldier is de-
rived, in the main, from his military pay and allowances.
The Income Tax Act3 requires that there shall be deducted,
by the paying authority, all income tax applicable to the
soldiert's pay and allowances, Thus, within the 1limits of
the above assumptlion, the personal disposable income of
all soldiers is knownlt.

In the development of the model, no portion of
personal disposable income devoted to savings may enter
the computations.

However, in each soldier's pay account there 1s an

identifiable amount which is spent and which will be termed

3 Canada, An Act Respecting Income Taxes, R.S.C.
1952, c¢. 148, as amended, Queen's Printer, Ottawa, 196l
p. 100 end 101.

I} The writer in his appointment as Director of
Records (Army), 1s responsible for all Army pay accounts and
hence has access to the necessary military pay data.
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'spendable fundst!, The relationship of spendable funds to
personal disposable income 1s defined as the General Pur-
chase Index 'g!', During the calculation of this index, it
will be explained why spendable funds generally would not
contaein any savings, and why spendable funds may form only
part of personal expenditure on goods and services.
However, 1t will be demonstrated that the General
Purchase Index is the minimum marginal propensity of the
soldier to consumerwithin the retail and service trades,

and is a linear function.

The next step in developing the model will be the
computation of the Local Purchase Index 't!', which will
relate consumer expenditure In the retall and service
trades in Oromocto to spendable funds. This index will be
applied as the marginal propensity to devote spendable
funds to the consumption of local goods and services,
Because it will be calculated as an average, this second
index 1is also a linear relationship.

Ordinarily, a change in per capita income has an
effect on consumption which, in turn, has a 'feedback!
effect on income In the second and successive rounds of
spending. However, in the Oromocto economy, an increase
in consumption has a feedback effect only on the incomes

of the nonbasic industries. No such effect is felt by
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the employees of the basic Industry because wages and
salaries of the military and the civil servant are deter-

mined exogenously by the Department of National Defences.

Thus, a simple model of the economy under study
becomes
C = tg (Y + Yn)
where C represents a change in consumption,

Y a change in disposable income of the Department

of National Defence employee,
Yn & change in disposable income of employees and

other nonbasic factors.

However, any change in factor incomes of Oromocto
residents engaged in nonbasic industries 1s related to a

change in consumption., Hence

Yn = Y
where 'e' is the proportion of increased income flow
appearing as increased factor incomes to Oromocto residents

engaged in the nonbasic industries.

Therefore

C =tg (Y + eC)

and
C = tag Y
I-Ega
Thus, the income flow multiplier is tg .

I ="%ge
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2. The General Purchase Index

The General Purchase Index 'g'! has been defined
as the relationship between spendable funds and personal
disposable income. Furthermore, it has been contended

that spendable funds generally are spent and not saved.

The basis of thils contention lies within an
understanding of the privileges under which the soldier
may allot a portion of his military funds to various
organizations. The remittances are made by the Army
authorities in accordance with the soldier's request.

The military term for such allotments is 'pay asslignments!
All soldiers may make assignments to insurance companies,
the Receiver General of Canada, benevolent and welfare
funds, medical and hospital plans, and financial insti-

tutions.

Since these allotment privileges are a free
service, it would appear reasonable to assume that the
soldier would use this facility to accomplish any

savings.
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For this reason, any residue left to the soldier
after deduction of these permissive allotments can be con=-
sidered, in general, as being devoted to consumer expen-
di ture.

In respect of the single soldier, therefore, spend-
able funds are those which are paid directly to him each
pay day.

While all soldiers have these allotment privileges,
the married soldier is required, in addition, to make a
minimum assignment to his wife. Consequently, spendable
funds, in the case of the married soldier, will include
the amount of this compulsory assignment as well as the
cash 1issued directly to him, Again it i1s assumed that,
generally, the family saving is done through permissive
allotments.

Allotments to tradesmen and loan companies are
discouraged., However, allotments to banks and trust com-
panies are permitted, and some of these undoubtedly are
designed to repay borrowings previously used for consump-
tion purposes., For this reason spendable funds are con-
sidered as a minimum measure of consumer expenditure
within the retail and service trades.

A distinetion must be made between the married

and the ummarried soldier.
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The income of the married soldier is made up of
his pay plus a subsistence allowance and a marriage allow-
ance. If he occupies housing supplied by the Army (termed
"permanent merried quarters), the rental cost is deducted
from his account.

The income of the unmarried soldier does not in-
clude the marriage allowance., Moreover, at Camp Gagetown,
each unmarried soldier is required to live in barracks and
to accept food supplied by the Army., Hence his cash income
does not include subsistence allowance.

This difference in income structure warrants the
calculation of two General Purchase indices: one 'gy!' for
the married soldier and the other 'go' for the ummarried
soldier.

Of the total number of married soldiers living in
Oromocto, over 86 per cent occupy permanent married quar-
ters (Table XV). Consequently, the General Purchase Index
for the married soldier will be calculated from pay account
data in respect of only those who occupy permanent married

quarters,
In each case, the General Purchase Index will be
calculated on the basis of a linear relationship between

spendable funds and personal disposable income using the
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Table XV

The Military Population of Camp Gagetown,

31 October 1964

59

Married living in Permanent Married
Quarters

Married living in Civilian Accommodation
in Oromocto

Married living in Civilian Accommodation
Outside Oromocto

Unmmarried living in Barracks

Total

1774

274

656
1283

3987

Camp Gagetown, Unpublished Data
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f‘orm.ula5

(=x) E&y)
n

=Xy -

=x - (=x)2

n

The degree of correlation related to each General
Purchase Index will be measured by calculating the corre-

lation coefficient 'r' employing the formulab

n=xy - = x=2y

\/ 2 2 2 : 2
[:nzx - (Ex)j [nzy - (= y)]

In these formulae, spendable funds is represented

by 'y', personal disposable income by 'x', and the number

of soldiers inveolved by 17,

5 M. J. Moroney, Facts From Figures, Penguin Books,
Baltimore, 1962, p. 284,

6 Paul G, Hoel, Introduction to Mathematical Sta-
tistics, Wiley, New York, 1961, p. 122,

7 Both formulae are applicable to the straight
line relationship 'y = mx + ¢! where 'm' expresses the
slope, that is, the General Purchase Index and 'c¢' repre-
sents the intercept of the axis of 'y'. This intercept is
not calculated since the linear relationship is considered
valid only for the ranges of personal disposable income in-
volved., The ranges in monthly terms are $311 - $954 for thf
married soldier and $169 - $593 for the ummarried soldier,
It should be noted, too, that only in these calculations
1s personal disposable income designated as 'x!', Else-
where the upper case 'Y'! is used.
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Table XVI displays the detail and results of the
calculations. The basic data were monthly figures as at
31 December 1964 and included all soldiers (in the two
categories considered) stationed in Camp Gagetown on that
date'su

The correlation coefficient is a measure of the
uniformity of spending pattern of the military. Why, then,
is there a greater uniformity among the married soldiers
than among the unmarried? This question is particularly
pertinent in that both are subjected to a major item of
consumer expenditure which is related directly to rank,
and hence to personal disposable income. This item of
expenditure involves accommodation for the married soldier
and both accommodation and food for the ummarried soldier.
It is believed that the answer lies in the fact that,
generally, the married soldier 1s older and has been in
the Army for a longer period., Consequently, he might be
expected to display the effects of the institutional
influences towards uniformity to a greater degree than

the younger unmarried soldier with less service.

8 Statistically, the entire population, rather
than merely a sample, was surveyed, Consequently, the
reliabllity of the correlation coefficient is beyond
doubt and no mathematical test has been applied.
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Table XVI

The General Purchase Index

Data Married Soldiers Living in Unmarried Soldiers
Permanent Married Quarters Living in Barracks

n 1,790 1,380
=y 386, 924 143,204
= X 709, 718 313, 629
=y 92,317,742 18, 064, 688
= x? 291, 689, 248 76,236, 603
= Xy 180, 416, 319 35,327, 963

General Purchase
Index .681 . 561

Correlation Coefficient 741 « 8697
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However, in both cases there 1is a significant degreé
of correlation between an increase in spendable funds and
an increase in personal disposable income.

The General Purchase Indices were developed in
order to relate spendable funds to personal disposable
income. Each can now be interpreted in specific terms. In
respect of the increase in per capita income in Oromocto
due to the latest change in military rates of pay, the
married soldier will spend in the retail and service
trades sixty-eight cents out of every dollar by which his
personal disposable income has been increased, and the
ummarried soldier will spend fifty-six cents.

What proportion of this spending will be done in
the sales outlets of Oromocto is the subject of the next

section.
3o The Local Purchase Index

Two types of sales outlet can be identified in the
Town of Oromocto: those which are operated by private entert
prise and those which function under Army control. The
latter are the Army Institutes and Maple Leaf Services
which, for the purpose of this section, will be combined
under the term "Army outlets".

The municipal tax revenue of the town does not

depend upon the activity within the Army outlets. There-
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fore, this study is directed solely toward a possible in-
crease in the sales and receipts of the private eﬁterprise
outlets.

The total sales and receipts in all outlets amounte]
to $4,407,%00 in 1961°, including $507,5001C ana $337,800%
in Maple Leaf Services and the Army Institutes, respectively
Hence, sales and receipts in the private enterprise outlets
were $3,562,400.

The problem involved in developing the Local Pur-
chase Index 1s to relate this last figure to the amount of
spendable funds available to the Oromocto resident for
spending in the private enterprise outlets.

In 1961, the spendable funds of all the soldiers
stationed at Camp Gagetown amounted to $8,237,000, of
which $5,915,000 or 72 per cent accrued to the military
(married and unmarried) residents of Oromocto, and the
remainder to the soldiers living elsewhere.

To these figures must be added an estimate of the
spendable funds of other Oromocto residents. 1In 1961,
there were 289 civilian housing units and nineteen hundred

permanent married quarters in the townl?, The spendable

9 Supra, chap. III, p. 34.
10 Ibid.

11 Camp Gagetown, Unpublished Data.

12 Supra, p. 48.

|
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funds of the military who occupied the permanent married
quarters amounted to $4,266,000, On the assumption that
there was no significant difference in income pattern bet-
ween the military and the civilian occupant, it is believed
that the spendable funds of the families living in the
civilian housing units would be directly proportional to
those of the military families, and therefore are estimated
at $648, 900,

Consequently, in 1961 the married residents had
$4, 914, 900 available for spending in Oromocto's private
enterprise outlets and the single residents (unmarried sol-
diers) had $1,649, 000,

Total sales and receipts amounted to $3,562,400
of which sales in the food group (comprised solely of
Steinberg's Limited) accounted for $1,794,86415.

From these data, two Local Purchase Indices are
calculated as the ratio of sales and receipts to spendable
funds.

The first index, applicable only to the married
resident, measures the proportion of spendable funds avail-
able for, and devoted to, food purchases in Oromocto, will

be symbolized as 'te' and is calculated to be

13 Steinberg's Ltd., Steinberg's Supermarket in
Oromocto, January 1964, A market analysis of the effect
of a second supermarket 1n Oromocto on Steinberg's sales.
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$1,794,864 or 306
4,914, 900

However the spendable funds of all soldiers were
available to the other private enterprise outlets in which
sales and receipts amounted to $1,767,536, Total spend-
able funds were §6,563,900 and the second index, 'to',
which measures the proportion of spendable funds devoted
to other than food purchases in the private enterprise out-
lets, is calculated to be ,270.

Mathematically, the method of calculating the
Local Purchases Indices produces linear functions coming out
of the origin., An analysis of the validity of this method
of calculation is necessary before combining these indices
with the General Purchase Indices in the Oromocto model,
This analysis involves consideration of two questions.,

First, are they linear relationships, or, in
other words, is it likely that a significant change has
occurred in either value since 1961°7

The spendable funds of the military married resi-
dent rose from $4,266,000 in 1961 to $4,705,000 in 1963, a
10.3 per cent increase. During the same period Stelnberg!'s
Limited reported an increase in sales from $1,794,864 in
1961 to an estimated $1,950,000 in 1963; approi mately

8.6 per centl?, Furthermore, in 1961, this one retail food

14 Ibid.
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outlet accounted for over 50 per cent of the retail and
service trade activity in the private enterprise outlets.
Thus, in the area of economic activity accounting for
half of the total, increased expenditure was of the same
order as the increase in spendable funds. Hence it is
concluded that no significant change in the values of the
Local Purchase Indices has taken place in the three years

since 1961, and that therefore, they are linear relation-

ships.

Second, do these linear relationships come out
of the origin? If this is true, then the consumer acti-
vity in the town would be reduced to zero if spendable

funds of the resident ceased to exist.

Undoubtedly some sales and receipts arise from
purchases made by non-residents, Is the size of such

consumer 'exports' significant to the calculations?

No data in respect of these non-resident pur-
chases are available, and the writer has had to rely on

conclusions reached from discussions with the town authori-

ties and local merchants. All were agreed that very little,
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if any, business was received from the non-resident not
employed in the town. On the other hand, the non-resident
who 1s employed in the town may make some contribution to
the sales activity, |

However, several factors lead to the belief that
this contribution is relatively small and does not have a
significant effect on the calculation of the Local Purchase
Index. The family purchasing, in general, is done by the
wife or by the husband and wife combination, and not by
the husband alone. Also such purchases would be done near
the place of residence which, in the majority of cases
under consideration, is Fredericton. Since Fredericton
has many more outletsls, and hence a greater variety of
goods and services available than Oromocto, it appears
highly unlikely that the non-resident of Oromocto spends
a significant amount in the town, and hence the level of
economic activity relies heavily on the spendable funds of
the resident.

Thus 1t appears safe to assume that the Local Pur-
chase Indices calculated as averages express the marginal
relationships, existing for the past several years, bet-

ween spendable funds and consumer expenditure in the private

enterprise outlets in the town.

15 Supra, chap. III, p. L3-Ul.
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. The Model of the Oromocto Economy Reconsidered

In the model of the Oromocto economy, developed

In Section 1, that is,
C = tg Y,
1 - tge

'e! was defined as the proportion of the change in income
flow appearing as a change in the factor incomes of the
Oromocto residents engaged in nonbasic industries.

Further, the General Purchase Index 'g' was de-
fined as the minimum marginal propensity of the soldier
to consume within the retail and service trades, In addi-
tion, the Local Purchase Index, 't' was calculated as the
marginal propensity to devote spendable funds toward the
consumption of local goods and services.

Thus, the general expression 'tg' can be defined as
the marginal propensity to consume local goods and services,

However, because there is a difference in salary
pattern between the marrlied and unmarried soldier, two valugs
of the General Purchase Index were determined, 'gj‘'appli-
cable to the married soldier and 'g,' to the unmarried
soldier.

Furthermore, the unmarried soldier is required to
accept food supplied by the Army and only the married sol-
dier is a potential food purchaser. Hence. the marginal prog

pensity of the married soldier to devote spendable funds to
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local food consumption, 'te', was calculated, Similarly,

since all soldiers are potential consumers of local goods
and services, other than food, the marginal propensity to
devote spendable funds to the consumption of local (non-

food) goods and services, 't,! was determined.

In consequence, the values of the General and Local
Purchase Indices must be combined as follows:

1. The expression 'treq! (to be abbreviated to
'afl') becomes the marginal propensity of the married sol-
dier to consume within the private enterprise food outlets
in Oromocto.

2. The expression 't,gy' (2,7) becomes the marginal
propensity of the married soldier to consume within the
private enterprise outlets (other than food) in Oromocto.

3. The expression 't,go'(apgp2) becomes the marginal
propensity of the unmarried soldier to consume within the

private enterprise outlets (other than food) in Oromocto.

This separation of the private enterprise outlets
into food and non-food categories forces consideration of ty
possible values of 'e'; 'es'! applicable to the food outlets
and 'e,' to the other outlets,

Logically, then, any change in consumption conse-
quent upon a change in per capita lncome must be considered

both in respect of food and of other goods and services.

L8]
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Also, the division of income pattern between the married and
unmarried soldier warrants separate consideration of the pen
capita change in income of these two groups; designated Yy
and 'Y,' respectively.
Thus,
C =Cp + Cq
where 'Ct! is the total change in consumption, 'Cs' the
change in consumption of food, and !'C,' the change in con-
sumption other than food.
Furthermore,
Cr = apy (Y + ¥y,)
Co = 801 (Y1 + ¥n) + ap2 ¥p
Yn = er Cf + 6o Cy
Substituting for ¥ In the first two equations, the
model becomes the two - equation system
(1-af1 ef)Cr - afl eo Co = ar1 Y3
- 851 of Cf + (1-3p1 @0)Co = 801 Y1 + 852 Y2
which reduces to

Cr = apy Y1 + afl &o 802 Y2
l-af] e - 851 ©o

Co = 8p1 Y1 + (l-arl er)aog2 Y2

l-ap] of - 801 ©0

and C = (afl + a01)Y1 + 802 (arl eo + 1 - ar] ef)Yp
l-ar] er - aol oo
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5. Increased Income Flow and Increased
Factor Incomes

In the model of the Oromocto economy developed in
the previous section, consideration was given to the pro-
portion of increased income flow appearing as increased
factor incomes of Oromocto residents engaged in the nonbasig
industries.

Increased sales should produce increased profits
in the private enterprise outlets. What proportion of thes?
increased profits will accrue to the Oromocto residents
must be considered before attempting a calculation of in-
creased income flow, that is, an increase in consumption
expenditure.

0f the total sales and receipts in 1961, amounting
to $3,562,,400, Steinberg's Limited accounted for $1.79L.86lL

and the Oromocto outlet of the New Brunswick Liquor Control

Cr

Board $920,63816. These sales made up more than 75 per cen
of the total.

Ownership of both is, of course, vested in non-
residents. The level of employee income will probably not
be affected by the increased profit, although some addi-
tional labour may be required to handle increased sales.

The number of additional employees may not be significant

16 Thirty-Fifth Annual Report of the New Bruns-
wick Liquor Control Board, p. 7.
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and some, no doubt, will be non-residents.

Furthermore, both outlets occupy rented accormmoda-
tion and consequently anyiincrease in investment resulting
from Increased profits will be limited to equipment - a rels
tively small consideration in both these types of businesseg

Of the remaining private enterprise outlets. local
ownership provided two restaurants, a bowling alley, a hard-
ware and sporting goods shop, & shoe store, a shoe repair
shop and two taxicabsl?,

Regrettably, insufficient data is available on which
to base any accurate estimate of the proportion of increaseq
income flow appearing as increased factor incomes of Oro-
mocto residents., Realistically, 1t is believed that, under
conditions of non-resident ownership, occupation of rented
accormmodation, wages determined exogeneously, (all appli-
cable, at least, to the food and liquor outlets considered
above) no appreciable portion of the increased consumption
appears as increased factor incomes to residents,

Of the remaining outlets only the relatively small
businesses are owned by individuals, all of whom are not
Oromocto residents.

The conclusion, then, 1s forced that increased facto

incomes to the resident employees or owners of the nonbasig

industries consequent upon an increase in per capita income

!

Ty

17 Supra, Chapc III, P. 36.
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of the military resident must be insignificant. Hence for
the purpose of calculating the change in consumption, the
value of both 'ep'and 'e,' will be considered as zero.

In the previous section, the change in consumption

was calculated as

C = (ary + 851) Y1 + agp (arl eo + 1 - apy er) Y2

l-ar] ef - 8o] eo
and, on the basis that er = eo = 0, reduces to

C = (ap1 + aol) Yy + agp Y2.

In the same section 'apj'! was an abbreviation of
'teg1t, 'aol! of 'togy', and 'agp!' of 't,g5! and the fol-
lowing definitions were applied:

(a) The symbol 'apy! represents the marginal propensity
of the married soldier to consume.within the
private enterprise food outlets in Oromocto.

(b) The symbol 'ay]' represents the marginal propensity
of the married soldier to consume within the
private enterprise outlets (other than food) in
Oromocto.

(c) The symbol tayo! represents the marginal propensity
of the unmarried soldier to consume within the
private enterprise outlets (other than food) in
Oromocto.

The increase in per capita income of the married

and unmarried soldier were symbolized respectively by
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'Y1' and 'Yo!.

In March 1965, changes in rates of military pay and
allowances were approved from October 1, 1964. The effect
on the personal disposable income of all soldiers in camp
Gagetown was an increase of 6.27 per cent.

Applying this factor to the data in Table XvIL18,
the annual increase in personal disposable income will be
$534,000 for married soldiers living in permanent married
quarters and $236,000 for unmarried soldiers living in
barracks.

Applying these data to the model of the Oromocto
economy previously constructed, the change in consumption
or income flow is calculated to be $245,000.

Thus, the increase in income flow 1in the town in
respect of private enterprise outlets will be less than 32
per cent of the total per capita increase in personal dis-

posable income.

6. Changes in Income Flow Due to the

Planned Increase in Population

In the latter part of 1965, an additional military

unit will be stationed at Camp Gagetown. As at the

18 Supra, p. 62.
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31 December 1964 this unit was composed of 400 married sol-
diers and 404 unmarried soldiers. At current rates of pay
the married soldiers have an annual personal disposable
income of $2,224,000, Of these additional married soldiersg
not more than 300 can be accommodated in married quarters,
and hence the personal disposable income of married sol-
diers living in Oromocto will increase by approximately
$1, 668,000,

The ummarried soldiers have an annual personal
disposable income of $1,268,000, and will be accommodated
in barracks.

Thus the total personal income in Oromocto will
increase by $2, 936,000 before the end of 1965,

This increase in population will bring additional
business to the private enterprise outlets in the town,
This additional revenue may add to the personal disposable
income of the individual owner and, perhaps, of each memberx
of his staff. But the total number of people involved,
about 30019, (not all of whom may be residents), bears
such a small relationship to the total population that it
can be safely assumed that the additional population will
not change the present per capita level of personal dis-

posable income.

19 Supra, chap. III, p, 36.
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The question now arises: will this addition to the

population change the values of the apy, the a and the

ol’
a52? In other words, will the new residents have a marginal
propensity to consume that differs from that of the older
residents?

The military population can be considered as
transient in nature. The soldier's career progression is
firmly linked tothe acquisi tion of training and experience
which is broad and varied. A regular pattern of transfer
from one region to another 1is an accepted facet of military
life. Consequently his consumption function is a product,
inter alia, of the sociological influences of all of the
locations in which he has been living, but is not shaped
significantly by any particular one.

Hence 1t can be assumed that the apy, the A
and the a,0 will not change because of the increase in
population., Also, because both the General Purchase Index
and the Local Purchase Index are linear functions, the
apy, the a,; and the asg are constants.

By applying the appropriate values (apy = .306 x .61,

a0l = .270 x .681, @ap2 = .270 x .561) to the annual personal
disposable incomes of the two classes of new resident, it cgn

be predictedthat the level of activity in the Oromocto private
enterprise outletswill be increased by an annual amount of

$845, 000
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after the new military unit arrives at Camp Gagetown. This
increase represents less than 29 per cent of the total
addi tional personal disposable income in the town.

7. Additional Sources of Population Growth
and Possible Effects

Thus far in this chapter income flow of the town
has been considered from two polnts of view: first, the
per capita increase to personal disposable income arising
from an increase in rates of military pay, and second, a
planned increase in the number of soldiers to be stationed
in Camp Gagetown.

Another source of a possible increase in total
personal dispossable income is the wage earner who does not
reside in the town.

20

Table XV®" indicated that, as at 31 October 1964,

656 married soldiers found accommodation outside the town,

and that 274 occupied civilian housing units which totalled

450 in March 196521. The balance of the civilian accommo-

dation presumably was occupled by federal civil servants

or other wage earners who numbered approximately 1,46022.

20 Supra, p. 59.
21 Suprea, chep. III, p. 35.
22 Ibid., p. 38.
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Moreover, 100 married soldiers will have to seek
civilian housing accommodation toward the end of 1965, sincp
only an additional 300 permenent married quarters await
the expected 400 new families.,

Thus, by the end of 1965, there will be approxi-
mately 2,000 wage earners in Oromocto who, because of the
housing shortage, will be forced to live elsewhere.

The civilian non-resident wage earner, for the
purpose of this analysis, will not be considered: first,
because there may be more than one wage earner in the
family, making it impossible to estimate how many house-
holds might be involved; and second, there might be an
understandable reluctance on the part of the civilian wage
earner to move to Oromocto, particularly if his residence
is within reasonable commuting distance and had been estab~
lished prior to securing employment in the town or at the
camp.

However, these same sociological influences should
not apply to the married soldier who might be expected to
seek accommodation as close to his employment as possible,

It is estimated that there will be over 700 married
soldiers who, under present day housing conditions, will
not be able to find accommodation in the town. In December
1964, the 930 married soldiers not occupying Army accommo-

dation had an annual personal disposable income of $4,092,000
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at current rates of pay. On a proportional basis, if 700
additional married soldiers lived in Oromocto, total per-
sonal disposable income would probably increase by $3, 080, 0Q
Usingthe value of ,208 as the apy and .184 as the a,y, the
annual sales in the private enterprise outlets might in-
crease by $1,207,000.

In 1961, the median value of owner occupied dwel-
lings in Oromocto was $11,01025. Using this figure as a
basis, 700 additional houses should produce directly a

gross tax revenue of $123,000 per year24.

8. The Effects of Increasing the Propensity
to Consume Locally

In the Province of New Brunswick, the per capita

expenditure within the retail and service trades was $800

in 196125. In the Town of Oromocto the sales and receipts

totalled $3,562,40026 in private enterprise outlets for a

population of 12,17027. Thus the per capita expenditure

23 B. M, Hamilton, editor, 1964-65 Survey of Mar-
kets and Business Year Book, Maclean-Hunter Publishing
Company Limited, Toronto, 40th edition, p. 63.

24 Supra, chap. III, p. 37.
25 Ibid., p. 43 and 44.

26 Supra, p. 64.
27 Supra, chap. III, p. 32.
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in these outlets in the town amounted to $293 for the same
year.

Generally, most urban centres have per capita sales
greater than the provincial average., This is true because
purchases by non-residents (consumer exports) usually
exceed purchases made elsewhere by residents (consumer
imports). In Oromocto the reverse is true.

To the writer, a reasonable level of activity that
should be sought by private enterprise is the point at
which consumer exports would offset consumer imports., In
more specific terms, sales and receipts in the private
enterprise outlets should equal, at least, the spendable
funds avallable for spending in these outlets., If this had
been the case in 1961, the consumer expenditures would have
been $5,915,00028, rather than the actual 3,562,400,

Also, if this level of activity were achieved, the
Local Purchase Index would become unity and the values of
the propensities to consumer locally would approx mate the
General Purchase Indices.68l and .561 respectively. In
consequence, the additional population planned for the
latter part of 1965 would create additional activity in the
private enterprise outlets in an amount of $1,857, 000

rather than the $845,000 previously calculated®?,

28 Supra, p. 65.
29 Supra, p. 73.
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Under the same conditions, the 700 additional fami-
lies referred to in the previous section would increase
sales in these outlets by $2,097,000 and not by the esti-
mated $1,207, 000,

9. Summary

Table XVII presents the writer's forecast of what
the income flow in the Town of Oromocto will be and could
be, under the various conditions discussed in this chapter.

First, the basis of all the calculations is the
known personal disposable income of the military (at cur-
rent rates of pay) increased by an éstimate of the personal
disposable income of the families living in c¢ivilian hous-
ing accommodation., This latter estimate is calculated on
the basis of the ratio of the number of civilian to mili-
tary housing units.

Second, the predicted income flow is estimated by
applying the apy, the ayq and the a 5. In the case of the
residents in civilian housing accommodation, the apq and
the a,; are used.

Third, the possible income flow is calculated on
the assumption that the level of sales activity within the
private enterpri se outlets could reach an amount equal to

the spendable funds available for spending in these out-
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Table XVII

Predicted and Possible Levels of
Income Flow in the Town of Oromocto

e,

79

Predicted Possible
Source Income Flow Income Flow
(Thousands of Dollars)
Present Population 4, 607 9,229
Pianned Increase to

the Population 845 1,857
Possible Increase to

the Population - 2,097

Total 5,452 13,183
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lets; that is, the General Purchase Indices become the
propensities to consume locally.

Finally, there 1s displayed an estimate of the
possible income flow that could be derived from an addi-

tional 700 families under conditions of equality between

consumer exports and imports,
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SUMMARY AND CONCLUSIONS

Camp Gagetown is the largest Army training installa-
tion 1n Canada. Capital expenditures for the camp on land
and construction by the federal government have exceeded
$100, 000,000, Annual operating costs, including only those
having a direct regional impact, rose from $19,592,200 in
1961 to $22,351,400 in 1963. Over 82 per cent of these
operating costs represented military and civilian payroll
payments., A recent increase in the rates of military pay
and the planned addition of a military unit will raise
annual costs to over $26,000,000 by the end of 1965.

Assoclated with Camp Gagetown is the Town of Oro-
mocto, especially created to provide housing and other
living facilities for the soldiers! families, In 1961 there
were 289 civilian housing units and 1,900 military. By
March 1965 the number of civilian units had increased to
450, and by the end of this same year an additional 300
military units will have been completed. The average num-
ber of wage earners employed in the town was 5,656 in 1964.

1. The Economic Effect on the Province
of New Brunswick

Land acquisition costs involved in the establish-
ment of the camp were just over $12, 000,000, According to

previous studies, expropriation of these properties
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inflated values of adjacent land. While these same studies
did not measure the degree of inflation involved, it is
believed that it was of little consequence and of short
duration.

Construction expenditure by the federal government
in the Camp Gagetown and Town of Oromocto complex amounted
to nearly $94,000,000 in the period 1954-1964, and accounted
for over 7 per cent of all new construction in the province
for the same period. During the peak year of 1955, the
contribution to the provincial total reached 29 per cent.
By the end of 1964, a total of about 4,500 man years of
on-site employment had been provided to the regional labour
force.,

Payroll payments account for approximately 82.5 per
cent of the annual operating costs. The balance represents
procurement of goods and services, of which wholesale food
products, the largest item, form over a third of the total.

However, the military food purchases contribute lesd
than 1 1]/2 per cent to the provincial total. A similar
situation exists for each of the remaining procurement
areas, which are mainly construction repair, petroleum and
petroleum products, and utillties.

These areas form only a part of the total provin-
cial economic activity, and federal government expenditure

accounts for only a small fraction in each area. Hence it
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must be concluded that no significant contribution is made
to the provincial economy by that part of the annual
operating costs of Camp Gagetown associated with the procu-
rement of goods and services.

However, the same conclusion cannot be reached in
respect of the effect of payroll payments.

First, Camp Gagetown provides employment for 750 to
800 workers in the regional labour force - equivalent to
that of a relatively large firm.

Second, and more important, these payroll payments,
both military and civilian, have contributed an average of
2.5 per cent to the total personal income 1in the province,
and probably an equivalent amount to consumption expenditure
over the period 1961-~1963, Since consumption expenditure
is the raison d'étre of any economy, a contribution of 2.5
per cent to total personal income wlll have a significant
effect on the provincial economy.

In the retail and service trades, this significance
can be measured by application of the General Purchase In-
dices to the personal disposable income of the wage earners
on the federal government payroll, and to the estimated

personal disposable income of other wage earnersl, In the

1l The income of these wage earners must be included
because their employment depends directly on the income of
the federal government employees in the camp.
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retall and service trades, it is estimated that, in 1961,
these wage earners spent $11,576,700, representing 2.4 per
cent of the provincial total of $478,271, 900,

2, The Economy of the Town of Oromocto

Under the provisions of the Municipal Grants Act,
federal government grants to the town in lieu of taxes
would be of the order of §$675,000. However, annual
operating grants approximated $1,800,000 in 1963 and will
probably be about $2,000,000 in 1964.

Consequently, if this town is to develop as a normal
municipality with dependence on the federal government 1li-
mited to the provisions of the Municipal Grants Act, 1ts
net tax revenue must increase by an amount in the range of
$1,200,000 - $1,500,000,

In terms of the Economic Base Theory, its econocmic
base is military training at Camp Gagetown. Its nonbasic
enterprises are outlets within the retail and service tra-
des.,

In these trades, an urban community could normally
anticipate per capita sales and receipts greater than the
provineial average simply because of patronage from non-
residents. Consumer 'exports'! should exceed, or at least
equal, consumer 'imports!'.

In Oromocto the reverse is true with economic
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activity 1in these trades considerably lower than the provin-
cial average. In 1961 the per capita expenditure in the
private enterprise outlets was $293 against §$800 for the
province as a whole. However, in the food group, per capitsg
expenditures were nearly equivalent; $168 for the town
against a provincial figure of $182.

While no attempt has been made, in this study, to
relate, in specific terms, the municipal tax revenue to the
level of economic activity, 1t has been assumed that an
increase in economic activity would similarly affect revenug
Hence attention has been given to sources of potential
economic growth.

Generally, the economy of a municipality includes
an industrial sector, and a wholesale trade activity as
well as the retail and service trades.

The writer believes that, at least in the short
term, neither industry nor the wholesale trade is a feasiblg
source of economic growth.

In respect of industry, it is contended that the
town will find it difficult to attract manufacturing firms,
particularly because there 1s not an adequate source of
labour, In Oromocto, the potential labour force is limited,
in the main, to the dependents of the married soldlers.
Many wives have young children and are barred from accepting

employment. Also, & large portion of the children are
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still attending school, Moreover, the soldiers are nor-
mally transferred to new locations every three or four
years, and therefore any firm employing their dependents
can anticipate a higher rate of staff turn-over than would
be expected from a less transient populetion.

These factors, too, would affect the growth of the
wholesale trade in the same way. More Important is the
fact that, generally, wholesale procurement contracts are
let considerably in advance of delivery requirements, and
hence no appreciable advantage would accrue to Oromocto
outlets from an ability to maske quick delivery. It is also
believed that transportation costs per unit of item would
not be reduced through bulk shipments to Oromocto ware-
houses, because the quantities ordered are normally large
enough to ensure that transportation costs per unit remain
at a minimum,

Consequently it is considered that any econonic
growth potential of the town in the short term lies within
the retall and service trades. Within these trades, the
accent should not be on the food group, because consumer
expenditures in this group already approach the provincial
average.

Hence any effort to expand the economic activity in
the town should be directed to the remaining groups within

the reteil and service trades,
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There appear to be two ways by which sales and
receipts in these groups might be increased: first, by an
increase in population, and second, by attracting a greater
portion of the spendable funds available to the residents.

There seems to be a requlrement for a minimum of
700 units to satisfy the housing needs of the military as
well as an undetermined number for the civilian non-resident
wage earner, With thils possgible increase in population,
not only would the municipal revenue increase as an indirect
result of the expansion in economic activity, but the addi-
tional housing units would immediately enlarge the real
property tax bass.

The relatively low level of per capita expenditure
in the town appears to stem from the fact that the variety
of goods and services available in the private enterprise
outlets is so restricted that only a small part of consumer
demand can be satisfied. It would seem logical to assume
that if the variety were expanded to meet the needs of the
reslidents, then purchases by non-residents might also
increase.

Finally, if the population were increased minimally
by the 700 military families who will not be able to find
housing accommodation in Oromocto 1n 1965, and if sales and
receipts in the retail and service trades can be expanded

only to the point where purchases by non-residents offset
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purchases made outside the town by the residents, then
the income flow in the town willl increase from a pre-
dicted annual amount of $5,452,000 to a possible
$13,183, 000,
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