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PREFACE

This study intended to present a detailed eﬁaluation
of the RDIA prqéramme's effectiveness in- bringing about in-
dustrial strﬁctural change and stimulating differential em-
ployment growth.. in the slow growing provinces of Canada.
Since the Regional Development Incentives Acf_ (RDIA) pro-
gramme uses public funds, an independent evaluation of the
progrémme would provide information on how well' the resourc-
es are being used and what is being achieved as a result of
public expenditure._ 'For tRis purpose, a broad range of
variables were needed. A formal request was made to the De-
partment of Regional Eéonomic,Expansion (DREE) for probiding
information on these variables. Unfortunately, DREE refused
to providé any information, except for the "Monthly Report
to Parliament on Regional Development Incéntives" for the
1970-78 period. Since these monthly reports contained in-
formation for each RDIA assisted estéblishment, a subsequent
request was made through a Member of Parliament (MP) to DREE
so fhat the monthly reports’ information be provided in a
machine readable form. Even this request was refused. Giv-
en the situation, there was no option, but to code informa-
tion from 108 monthly reports for 6,079 establisﬁments.

Aside from the correspondence with bureaucrats, which took

_ii_



-three months, the coding of information and crosschecking
took an additional six months. Thus enormous amounts of
time were 'séent on preparing data, time which could have
been better spent 1f data had been made available in a com-
puter reaaable form. ' Given these limitations,.'a detailed
evaluation of the RDIA programme was not feasible. This
stﬁdy nevertheless used all the information which was ih the

‘public domain.

Salamuddin Ansari
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ABSTRACT

The federal goverrnment of. Canada implemented the Re-
gional Development (;centives Act (RDIA) programme in 1569
to deal with the problem of regional economic disp§5iti¢s.
This programme provides incentive grants to manufacturing
and processing establishments which are newly estabiished,
expanded, and/or modernized in the des;gnated regions of
Canada. Since the RDIA programme uses public funds, an in-
dependent research .was conducted to {dg;ti y the important
objectives of the programme, and to provide .infomation on
how well the resougsces are being used and what is being
achieved as a result of public expenditure. The main sourc-
es of data were Statistics Canada, and Momthly Report to
Parliament on Regionad Development Incentives, the Depart-
ment of Regional Economic Expansion (DREE). .

3

It was .evident ffom the statements of DREE Ministers
that ‘the main objectives of the RDIA programme are éo at-
tract manufacturing or processing'establishments to desig-
nated slow growth areas and thus to changé favourably their
industrial structure and to stimulate employment growth.
The presént'study "has concentrated on these objectives and
examined the impact of the RDIA programme on industrial

structural change and differential employment growth of the

selected slow growing provinces.

- vi -
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In order -to evaluate the RDIA - programme's
effectiveness, this study has: (i) analyzed industrial
structural change'and differential employment growth during
the 1961-68 period_ié‘which there was no effect of the RDIA
programme as well as during the’ 1870-78 period in which the
programme was implemenﬁed, compared the results of the ‘sec-
ond pefiod with léhose of the first period, and nogéd down
significant-differences; (ii) examined the distribution pat-
terns of all RDIA assisted establishments (net accepted of-

fers) - (a) by type of industries (i.e, national growth in-

* dustry, natignal deci@ning.industry), (b} type of projects

(i.e. newvw plant, new\broduct expansion, expansion, modern-
~ -

. % .
ization), and (c) size of establishments (small, medium

~largel); and (iii)_ determined the association between the

distribution patterns of RDIA assisted establishments and

the significant industrial structural changes as well as’

‘differential employment growth in the slow growing provinc-

es. The evaluation design that was applied in the present
research. is é modified "before-and-after study of a target
group". It incorporates the use of shift and share techni-
gue, regression énalysis, and crosstabulations. ‘

.The success of the RDIA programme varies from prov-
ince to province. By providing a vast majority of grants to
nationai growth industries, and to new plants, new product

expansion, small, and medium sized establishments in the na-

tional growth sectors, thHe RDIA programme appears to have.
v
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implemented an adaptive policy and has been most successful
in bringing about industrial structural change and'stimulat-
ing the differential employment growth of Newfoundland, Sas-
katchewan,(fand Nova Scotia. The programpe has achieved a
moderate success in New Brunswick. Since'the‘programme has
provided a considerable proportion of grants to national de-
clining industries as well as for expansion and'modernizaf
tion, {ts success in Manitoba is -limited. ‘The programme's
effect in the province of Quebec and Prinée E&ward Island is

. found to be negative. In Quebec, as compared to other prov-

inces, the RDIA programme appears f£o have adopted a défen-"

sive policy and_giveh a coﬁéideraﬁle.propoftion of grants to
national decL&éing industries, for expansion and moderniza-
tion, and tof small and.meaium sizea estaplishmentg in. the
national declining secqars.. In adéition,‘ the grants given
to Quebec wére not sufficient in absolute’ terms. The re-

.sults of the RDIA programme’'s effectiveness in the case of

Prince Edward Island must remain tentative, 'since they are

based on a highly aggregated data.

o The present study has also presented some regommeﬁda—
tions for improving the RDIA programme's effectiveness in
achieving its objectives as well as for facilitating a sub-
sequent evaluation of the programme. The study has put for-
ward a series of guestions which require further research to

L]

determine the RDIA programme's effectiveness in the slow

growth areas of Canada.
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Chapter I

INTRODUCTION

1.1 SUBJECT MATTER OF THE THESIS

Genérally speaking, the pace of economic development
is not the same in all regioné of & country. Various socio-
economic and historical factors account for faster growth in
some regions rather than others. Regional economic dispari-

¢
ties result. Especially in a vast counng like Canada, with
great inter-regional variations in resource endowments and a
history of east to west development, the country 1is more
likely to be faced with the problem of fegional disparities.
Whether one examines earned income per capita, personal in-
come per capita {(or per family unit), value-added, labour
force participation rate, unemployment rate and the rate of
investment per capita as an indicator, one finds disparities
among the various provinces, as well as among the economic
regions within each-province that have persisted for a long
time (Howland 1957; Caves and Holton, 1959; Camu; Weeks and
Sametz, 1364; Economic Council of Canada, 1965: 139; George,
1970;° Government of Canada, 1973; Sp:ingaie, 19735 1-7:
Gillespie and Kerr, 1977; DREE, 197%9a, 1979b). The fact is

_that some areas of Canada, especially the Atlantic provinc-

-



2
es, lag substantially behind others in socio-economic devel-
opment as measured by most indicators.

In spite of the Canadian government efforts in recent
decades to tackle the problem of socio-economic regional
disparity in the couﬁtry, it would seem thét.the problem is
far from being resolved. However, the establishment of the
Department of Regional Economic Expansion (DREE} by the fed-
eral government in 1969 was a significant effort in this di-
rection, Although all the programmes of DREE are designed
to reduce or eliminate regional disparities,‘ it 1s the Re;
gional Development Incentives Act (RDIA) _pr9gramme_which is
of special significance. 1t 1s this pfogramme which is at
.the basis of the Canadian Government's effort to change the
industrial structure and stimulate employment growth in the
slow growth areas of Canada. In order to achieve this ob-
Jective the RDIA programme provides incentive grants to sec-
ondary manufacturing and processing industries for  estab-
lishing a new plant or 'expanding and/or modernizing an
existing one in the slow growth Vareas (the so called desig-
nated areas). Befwéen January 1, 1970 and December 31, 1878
the RDIA programme provided incentivé grants to 5,136 estab-

lishments® which were either newly established or expanded

! The RDIA programme came into effect on July 1, 1969.  The
first monthly report was published on October 27, 1969, in
which one accepted offer was reported. ‘Between October
1968 and December 31, 1969 seventeen accepted offers were
reported, 1in which construction or installation was begun
or. an announcement of intended construction was made by
the company. These offers were excluded from the analysis
because their effect on structural change and differential



3
and/or modernized in the slow growth areas. - These estab-
lishments generated 3,517.5 million dollars in the form of
private capital investment (at a cost of 758.4 million dol-
lars as incentive grants) and were expected to create
157,740 new jobs in these areas (see Appendix A). This re-
search examines- the effects of these -establishments (here-
afterARDiA assisted establishments) in changing the indus-
trial structure and stimulating employment growth of the
selected slow growth areas of Canada.

The first objective of this study was to examine in-
dustrial étructural’ change and differential employment
growth in the sele&téd slow growth areas and to note down
significant differences between the 1961-69 period and the
A1970-78 period. In the first period there was no RDIA pro-
: graﬁme,2 The second pericd, on the other hand, was the one
in which the RDIA programme was implemented. In order Ed
identify the significant étructural differences, the results
of the second period wére compared with those of the first
period.

The second objective of this study wés to determine
the impact of. the RDIA programme in bringing about structur<

al changes and stimulating differential employment growth in

employment growth was considered to be negligible. Over

the 1570-78 period there were 5,136 net accepted offers
which were included in the analy51s. For further details

see Chapter III.

[

Since the RDIA programme became active in the 1969 it was
assumed that there was no effect of this programme during
the 1961-69 period. ; -
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the selecteé slow growth areas; in other words, to assess
the success of the RDIA programme in achieving its stated
objectives of changing favourably the industrial structure
and stimulating the differential employment growth in the
slow growth regions. For this purpose the distribution pat-
terns of RDIA assisted establishménts were examined in the
following termé: (1) type of projects - whether the majority
of grants were giveh to new plants and new product expansion
which can be easily put in the direction of changing pat-
tefns of demand (Johnson and Cathcart, 1979) or were provid-
ed for expansion and modernization which tend to create few-
er jobs and maintain old existing industrial structure, what
proportion of these types of projects were in the national
-growth sectors{ (ii) type of industry - whether the vast ma-
jority of RDIA gfantS‘were- allocaﬁed to national growth in-
dustries which tend to improve industrial mix and stimulate
growth 1n a region (Perloff et al., 1960; Richardson, 1969)
or to those which were declining,. énd (ii1i) size of estab-
lishment - whether the vast majority of RDIA grants were of-
fered to small and medium sized establishments which tend to
be innovaﬁive, indfgepous; more job creating, and closely
tied to thg'regional economy tRobinson and Storey, 1981;
Steed, 1982) or provided to large siéed establishments which
fend to Se more capital-intensive and fewer direct jobs cre-
ators (Woodward,'1975; "Robinson and Storey, 1981), and what

proportion of these size of establishments were -in the na-

-~



5
tional growth sectors. In addition to these, an attempt was

made to examine the relationship between the expected new

jobs«to be created by RDIA assisted establishments and the"

differential employment growth (discus;ea‘in Chapter II1) of
a province. It is this type of analysis by"which a determi-
nation éf the overall efféctivenegs of the RDIA programme in
tﬁanging the industfial structure and;stimulating the dif-
ferential employmenﬁ growth in the-slow'growing provinces of

Canada was achieved. .

1.2 RELEVANCE OF THIS RESEARCH

-~

The present study is related to the earlier works by

the Atlantic Provinces Economic Council (APEC, 1971), Sprin-

‘gate (1972,1973), and DREE (1973).- These studies were pri-

marily concerned with the effectiveness of.the RDIA program-—

me in attracting manufacturing establishments, - éourthe

designated siow growth areas. More specifically, tﬁey at-

tempted to determine (i) the extent of the effecéiveness of

this programme in bringing the manufacturing estzblishments

to the slow growth areas, (ii) -the incremental valpe.of iﬁe _

investment capital and jobs associated with manufacturihg-

g

establishments, and (iii) the efféctiveness of- the'gfan;

programme in modifying investment decisions of manufacturing -

concerns. These are basic questions, -but difficult to. an-

swer because they involve the behavioural aspect’ of entre-

preneurs and discretionary power of the DREE officials.” 'Al-

~

»
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though these studies concentrated on a basic theme, they did
not eramihe‘the imoact of the RDIA,programme on the economy
of the siow growth areas. It is this important aspect which

- e
i1s the main focus of this €Besis.

The earlier studies, mentioned above, have also been’

criticized for their research methodology. Some of the ma-
jor criticisms, leveled at these studies are that they are
based on -personal interviews and mail surveys. Although

these methods are sometimeé*acceptable, they run the risk of

getting biased information (Giliespie and Kerr, 1977}. -The

‘direction of bias given in such interviews and mail surveys.

-

" is also significant factor to be considered. Furthermore,

o these‘studies cover @ very short time period < approximately

two and half years of programme operatzong Some ©of them are
'based ‘on a sample of .less than four per cent (DREE, 1973).
.Consequently,, any evaluation of programme effectiveness
based on ‘such small samples.and short time spans may be less
'representatlve of the real 51tuat10n Finally, these stud-

v

‘,1es are cr1t1c1zea on the basis of their evaluation designs

-

-_,1n wh1ch there are no prov151ons made for measurlng condl--

_tions before the programme came into exlstence.

LT ;n_rerms of total impact, the RDIA programme may - be

very broad.and Qariea._ For. example the RDIA funded estab-

. .lishments may'ﬁave generated indirect employment in the same

'._sector (manufacturlng) or other sectors of the economy de--

'pend;ng upon thelr '1nter—induétria1 iinkage. Similarly,

-



- thef'may havé'had an 1impact on ihcome,.;employment, educa-
tion houszng, health transportation, population migration,
and so on. However, these impacts are not-examined because
they are beyond the scope of this study. Since it is a well

pdblicized objective {(discussed in Chapter 1II) of the RDIA

- - 7-

programme to change the Lndustrlal structure and’ foster eco- .

nomlc_growth ir the slow growth‘areas, the present research.-

-examines the effects of the RDIA assisted establishments on

"the structural changes and the differential growth of em-

-pioyment. It covers a-fairly lono time period of programme

operation stretching over nine _years and takes 1nto account
- all RDIA assisted establxshments. It utlllzes the- publlshed
data avallable from DREE as ‘well as from Statistics Canada.

The data used in thlS study were . most exten51ve and the best
ayallable. S1nce_DREE refused to prov1de data in machine
readahle_form,- the-coding;of data from 108 monthly‘reports
(for 6,079'cases) to‘a;oomputer disk was extremely time con-
‘suming ) Furthermore, the evaluation- de51gn adopted in the
present research (dlSCUSSed in Chapter III);'lncorporates a

basis for‘cOmparing'the-resUlts-.of programme period against

N

';a base perlod % R o ‘5 :L

In a detalled llterature survey (Chapter III), it has'

been noted that the majorlty of studies used employment data

for measurlng“the structural'chaqge_and‘employment growth of

an area. There were very few studies whith haﬁe‘ﬂsed value -

added“data. - The present study has used both manufacturlng"

employment and value added data. ‘It has alsolbeen p01nted
. A : o .
d:ﬂ—.'r : . . hd ‘ .n ',-‘-' .

~]

- .
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out that the majority of studies used employment data at a

more aggregated level {one or two—digit sIC codee) of .indus--

trial classificatibn. By contrast, the present study has

used employment and value added data at a more disaggregated

level (four-digit SIC codes) of industrial classification to

measure the structural change and employment growth in Cana-
da's slow growing provinces.
" “Thus. ®the present‘fresearch deals with an important

policy’ concern and is distinct from the above mentioned

studies. ?ith_reepect to . research methpdology and evalua-

tion design, it is, hopefully, an improvement over the pre~

vious ones, since it is more all encompassing as well as be-

" ing empirically based.

=

-

1.3 ° SCOPE OF"THE STUDY

ThlS study analyzes onIy those newly establlshed ex-

panded and/or modernlzed establlshﬂents of the RDIA desig-

nated areas which accepted 1ncent1ve grants under tqe RDIA
progra?me“ovees the 1970- 78 perlod These’ establishments
were selected because a full range of data was available on
the1r locatlonL type of p;ogect, type of proddbe or process,

estimated capital cost, estimated amount of incentive

grants, and the expected new jobs to be created. Other than

.these, there may be some newly established, expanded and/or

modernized esatblishments in the slow-growth areas which did

not receive incentive'grants from the BDIA programme. Al--

.though the contributions of such establishments in changing

T

’
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the industrial structure and stimulating employment growth

of the slow growth areas cannot be ignored, they have not

been included in this_sthdy because of the unavailability of

data.
The slow growth areas are those which have beer des-
ignated eligible for incentive grants under the RDIA pro-

gramme. These designated areas include the entire provinces

»

0of Newfoundland, Prince Edward Island, Nova Scotia and New

Brunswick of the Atlantic -region, the entire provinces of

'

Manitoba and Saskatéhewan of the Prairie region, "and all of

the Yukon and Northwest Territories. They also include most

parts of the province of QUebec, as well as the northern
pcrtions of Ontaric, Alberta and British Columbia. This
study analyzes only the Atlantic provinces, Quebec, Manito-

ba, -and Saskatchewan (Figure 1). The selection of these

- seven provinces is justified oI~ the grounds that together

they accounteg for 90.2 per bgnt of net accepted offers,
82.1 per cent éf estimated capital cost, B84.3 per cent of
incentive grants’, and'89.3 per cent of expected new jpbs
(éee APpendixiA).‘. Consequentfy, the impact of the RDIA es-

tablishments, on changing the industrial structure and stimu-

lating employment growth was expected to be moré pronounced

in these provinces rather than others which comprise a very

small percentage of these establishments.

- -

The study covers a time span of ‘eighteen years:

1961-1978. The " year 1878 is the-cut-off point .for which

N

data on manufacturing employment and value added were avail-

-+

=t
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able at the time of the study. The whole time span has been
equally divided into two periods: the first 1961-6%, and the
second 1970-78. The division of the time span into two
periods serves as a. basis for comparing the structural
change and employment growth in the second period with that
of the first period, and thus identifying the significant
differences that could have occurred as a result of the RDIA
programme. It also eliminates the problem of lack of data

comparability,® and reduces the distortion in proportionali-
A

ty shift or industrial mix effect.*

1.4 ORGANIZATION OF THE THESIS

This introdhctory chapter has discussed briefly the
subject matter of the thesis as well as its objectives. It
has also identified those studies which have influenced the
present research and has emphasized its importance.

The second chapter sets this analysis into the con-
text of regional development theories as well as relates it

to international, and national (Canadian) regional develop-

For the 1961-1969 period the manufacturing employment and
value added data were reported on the basis of revised
Standard Industrial Classification (SIC) manual cf 1960,
whereas for the 1970-1978 period they were reported on the
basis of revised SIC manual of 1970. At four-digit, SiIcC
codes of 1970 were slightly different than those of 1960
(see ‘Appendices B and C?. ,

* When discussing the limitations of the shift and share
technigue Dunn noted that "the larger the time period the
more distortion that results from the fact that differen-
tial changes throughout the period have altered the spa-
tial distgibution of the rapid-slow-growth sectors"” (Dunn,
1960: 108).
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ment policies, More specifically, the chapter discusses a
number of regional development theories in terms of their
préctic;l application 1in the regional development policies
of some European countries, the United States, and Canada.
It also outlines the RDIA prograﬁme as well as other feder-
al-provincial competing programmes. Finally, 1it discusses
the need for programme evaluation and programme evaluation
designs, and critically examines SEe previous studies which
have made an attempt to evaluate the RDIA programme.-

The third chapter begins with a discussion of re-
search techniques (i.e. shift/share énd regression analysis,
and crosstabulation) that are utilized in the evaluation de-
sign. It then outlines the format of the evaluation design
that 1is adopted in this study. Finally, it deals with the
data used 1in this study and points out the problems which
were encountered at the time of data collection and its ar-
rangément.

‘The fourth chapter discusses the empirical results.
It has seven major sections, one for each‘ﬁrovince included -
in this study. It notes down the patterns of structural’
changes and differentia} growthlof employment in a province,
as revealed by the shff€>share results thch are carrigd out
at the sector level as well as at the disaggregated level of
manufacturing industries. In order to explain' these pat-.
terns, 1t examines the pre-existing industrial structufe of

the province as well as the distribution patterns of RDIA
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assisted establishments. Finally, it presents conclusions
about the effectiveness of the RDIA programme in changing
the industrial structure and stimulating the differential
employment growth of the province.

The fifth chapter compares the findings of this study
with the objectives of RDIA prograhme. It also presents

recommendations both for the RDIA programme and for future

research. \\\

i



Chapter II

REGIONAL- DEVELOPMENT THEORY AND PRACTI CE: THE
INTERNATIONAL EXPERIENCE

-

The purpose of this chapter is ﬁo show the relation--
ship of the presént study‘to regional growth theorfes as
well as'internatipnél and natiopal (Canadian) «cegional dé;_
velopment policies. More specifically, ‘it outlines the main
cencepts of regional growtﬁ theories'and their application
'in regional aevelopmenffpolicies of certain industrialized
countries, such as the Netherlands, West Germany, -~ France,
and the United States of America. It i1dentifies the essen-
t1al features of the reglonal development policies of these
countries and compares them with Canadian poliéies. It also
presents a detaliled discussion of the RDIA programme énd"
othef federal and/or provincial programmes. It also goes on
to identify the need for- programme evaluations and outlines
the most commonly uéed evaluation designs. Finally, it pro;
vides a critical review 0f the research methoaoiogy "and
evaluation designs-ﬁsed in previou5'stﬁdie$‘ané brjeﬁly ai54

cusses the evaluation design adopted in the present study.
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2.1 THEORETICAL FRAMEWORK

In an attempt to explain the economic development of
regions, a number of regional growth theories have been de-
veloped. Accordiné to Stilwell (1970) these theories can be
claésifigd into the following grdups and sub-groups;

| 1. The theories that emphasize the role of resource al-
location in regional growth. |

a) Inter-regional resource allocation models.

b) Intra-regional resource a}location models:

2. The theories that emphasize the role of rég?onal ex-
ports in regional development. |

3. THe theories that emphasize the role of investment in
regional development.

4. The theories that emphasize the self-pefpetuating na-
ture of regional growth.

5. Other theories of regional growthl

The theories of group 1 {(a) are generally known as
neoclassical regional growtﬁ*models. The main proponents of
these theories are Borts (1960), Berts and Stein (1964), Ro-
mans (1965), and Siebert (1969). According to Richardson
the basic assumptions underlying these theories are that
"given identical production functions in all regions, labour
will fiow from low to high wage regions and capital will
flow in the opposite direction. These flows continue until
factor feturns are equéli§e§ in each region. ....the fegioh—

al growth process will be associated with convergence in re-
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gionél per capita incomes” (Richardson, - 1979: 137). Thus '
these theories emphasize the role §f market forces that-gen;
.erézg\\inter-regional facfor mobili;y' and reduce regional
disparities. -However, when the market forces fail, a re-.
gional development policy -is required tb reduce regional
disparities. S

The theories of group 1 (b} are generally called sec-

- tor théorigs op.stages of development theories. The sector
theory originated’ from the works of Fisher (1935, 1939),

Clark (1940), Perloff (1957), and Kuznets (1958, 1971).

Rostow (1960) i# generally regarded as having developed the
most elaborate stage theory of regionalr development. The
sector theories. assume that in Tthe process of development

the factors of production (labour and capital) in.a region

will move from low paying'primary-industrial' sectors (e.g.
agficulture, mining) to high paying secondary, tertiary, and

quaterhary industrial sectors (e.g. manufacturing, trade and
commercé{ finance, insurance, research, and planniﬁg). Im=

plicit in this assumption is the concept of income elastici-

ty of demand which is higher forusecondary, tertiary, and

guaternary goods and services than the-primary products.

The stage theories postulate_éhat development takes place in

'a sequence of stages. At each stage a region has a.unique
industrial structure. Similar to the theories of group 1-°

{a), thésé theorieg emphasize the interplay of the market

mechanism in regional'growth. However, the theoretical con-
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cepts developed by these théories may be of:great 'ﬁse in
formulating and implementing an appropfiate regional devél-
opmentgpolicy in a country. - . ‘

The theorie; of group 2 are generally known asrexport
base models or staple export theories. 1In the case of urban
or city growth they are called economid¢ base theories.
These theories ofiginated from the works of Innis (1933},
Meie; {1953), Andrews (1953}, Hoyt (1954), ané North‘11955).
North has advocated fhaf a region's‘fgrowth is élosely'tied
to the success of its exports and may take place either as a
result of the improved position of existing exports relative
to competing areas or as a result of the development of new
exports" (North, 1955: 251). He has emphasized that for the
con?inuods growth of a region, there is a need to dévelop
new exports, such as shiftingifrom a staple export base- to
industrial export Ease, and finally to tert;ary'export base.
Implicit in these theoretical assumpﬁéons are: the concept§
of multiplier effects of exporé base through -backward link-
age, forward linkage and final demand linkage., The best ex-
ample of multiplier effects of a ;taple export oﬁ Cahaaién
economichrowth is cited by Meier (1953); - that is, "in the
first'decéde of the twentieth century, yheh increased worid.'
demand for wheap not only led to an expansion of warehoﬁs-
ing, transport, public utilitiés, and construction in the
Praffie Provinces, but also, by increasing income, augmented.
demand fo;_secondary products and thereby induced investment

in 2 host of other industries” (North; - 1955: 255). These
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concepts‘ have also been utilized byjsome industrializgdl
rcountries in formulating their regional development_.ééli-
cies, -
' Thé.theories‘of group 3 owé mﬁéh:fo.the works of Rah-
‘man (1963), Sakashita (1967), and Ohtsuki (1971). These
theories are based on the concept of‘ ﬁultiplie;/gffects of-
‘investment. . in reéionaf economic growth. Sakashita has
pointed out Eha£ "investment in each region will have an in-
cremental productivity effect on the same regionis aggregate'
income. ....The increaéed income of the region will, 1in
turn, determine the amﬁunt of the region's saving 1in the
next period” (Sékashita,ILQET: 162). Sakashita (;967) and
Richardson (1879) have argued that once capital is induced
in a region, a positive feedback loop of the following form -
is generated: public investment-> increased private invest-
ment-> ihcréased;producﬁivity-a increased income-2> saQing—é‘
investment, Thié form generally applies in the case of less
' developed or slow. growing éreas of a country where much of
"the public.investﬁent geres iﬁ form of infréstructure devel-
opmeht, soﬁial o&e?fhead capital formakioh,\ and incentive
grants. It is to be noted that the concepts of these theo-
rieé_have:béen moét widely Tappliéd in the regional develop-
ment policies of industrialized countries. :

The theories of éroup 4 are commonly known as growth
‘pole theory (Perroux, 1950), development pole or growth cen<
| tre theory (Isard and Schooler, 1959; Fox, 19663 and Haﬁsen;

1968), cumulative causation theory {(Myrdal, 1957), unbal-
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anced growth " (Hirschian, 1958), core-periphery -theory or
theory of polarized development (Friedmann, 1967), ‘and re-
gional develbpment potential-tﬂeory'(Biehl,.1980;- pg-Graéff
and Nijkamp, 1981). | Except for Perréux's growfh bole:“'éil o
other theories are deﬁeloped within a'spatfal.céntéxt: The
basip hypothesis wunderlying these theories ié'_tﬁa£ Becaﬁse
of-historical,lgeographical,»or reasons oﬁ'initdél advantage ,
the ecoﬁomic activities tena to"qdnceptraéé in ceftain are-
as. Consequently, there arise inteénal éné ektérnél agglom-
eration economies and a cumulative tépe of grdwth.‘ The - are-
as experiencihg this cumulative type 6f growtﬁ aré called
"core a}eas" by Friedmann, or "North" by.Hir;chman, or
"growth centers" by Hansen. The rest of afeasﬂare céileq
"peripherj" by Friedmanp, or "South" by_ﬁirschmaﬁ. = Aifogd-
ing to Hirschman, "polarization" and "trickling, doéﬁ" ef-
fects are the two‘forces_thaﬁ opefaté durihg proceés of eco-
nomic growth. Myrdal called these forces ‘Tbackwasﬁ" and’
"spread” ‘effects respectively. Aécordrng- to Myrgql the
backwash effects outweigh the spread effects - and genérate_
selectiUé migrafion of labour, capital, goods épq,services
from periphery to core areas and fhus favour the.érowth of
core areas. However, the spread'effécts févourhthe.growth
of peripheral areéas by creafing demands for their prédﬂcts
and diffusion of 1innovations. Although there is no fixed
time limffjl Hirschman haS’argued-that the initial polariza-

tiom effects would lead to trickling down effects in future

-
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and thus foster--égowtﬁ in'thé "South" .or périphéral areas.
These_theoreticél égncepts are well accepted by some indus=-
.trialized-countrieg aﬁd‘afe applied in their'regionél devel-
opméht-policies. - ’

._The rest of tﬁe .theories and concepts of regional
grbwtﬁ are’ included in group 5. The most important are the
theory of é}ffu51on of innovations (Pedersen, 1970 Berry,
1972), ané general theory of regional growth (Rlchardson

w . .

1973}.

The theory of diffusion of innovations is mosflyudis-

cussed in the ntext of urban growth. According fo this
theory the vertigal and horizontal diffusion of innovations
is ﬁainly res onsible'for“the hierarchical and spatial_vari-
ations in urban growtﬂ rates. Generally, the gfowthfinduc-
ing innovations filter down from léfge metropolitan centres
_to smaller centres. Berry (1972) has suggested that this
hierarchical pattern of - diffusion of innovations is due to
"(1l) a sequential 'mafket—search{ng? process in which entre-
preneurs seek new opportunities in pﬁfposefpl ﬁequence from
larger to smaller centres; (2) a 'trickle-d&wn’ process in
which tﬁe larger centres spin off older and declining indus-
tries‘to smaller centfe# in pursuit of cheaper_labdur; and
(3) an 'imitation effect’' in which decisioﬁ-makers in small
cities.follow; the inrovation adoptions made in fhe larger’

centres" (Bourne, 1975: 21). These innovations stimulate

growth in the basic and non-basic sectors of a centre. This

u
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“*.. growth, in. turn, | increases the propensity to adopt.more in-

I ._"“in'that.centre ,Slmllarly, the innovations that spread out

-'._ [ IR

horfzontallz from 'each centre generate' growth 1n its sur-

"round;ng,areas. These theoret1ca1 concepts are con51dered

.to. be uSeful',fér ﬁormulatrng and 1mplement1ng _regional de- °

velopment pclicies.

-

.—R@charason_(1§73} ?has'dévelbped a general theory of -

" regional growth which is based on three concepts: . (1) ag-

‘gloheration economies, (ii) locational-constants; and (iii})

locatzqnal preferences. - He has elaborated, these concepts-

-

' and trled to explaln regional’ growth processes.-

is'some enbirical work which has attempted tO‘analyze pat-

terns ‘of reglonal growth The most 1mportant are the works
of Perloff et al. (1960 ), and Rlchardson (1969). Onsthe ba-
”5515 of regzonal growth - analy51s .Rlchardson has arguea that
"some regions ‘may grow rapldly because the composition of
thelr 1ndustr1al structure 1s'favourable 1n the ‘sense-that
-1t contains an above average proportzon of rapid- growth in-

dustrles. But a reglon may grow in a dlstlnctlvely differ-

~

'~'ent may,. as a result of wlthln industry’ changes. c.s.In

summary; a region may grow ezther because 1t has 1ndustr1es

that are. growlng fast natiénally or because it is galnlng an

1ncrea51ng proportlon of a g;ven 1ndustry or 1ndustr1es, re—

. gardless of‘ whethe; these industries are growing or not"

- r

'-': ‘ K . . ] ) - . Ve 21‘

-,fnovatiéns; ‘and thus .generate a cumulatlve nat e of“growth

~

jIn-add1t10n to these purely theoretical works, there

Yo
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(Rlchardson 1969 343—44).‘ A regtonal development pol1cy'f
wﬁlch attempts to attract 1ndustr1es ,and thus foster gtowth

"in @ .;eglon must therefore take into account the‘evolving
industrial structute. ‘ . ‘.
| Thus the concepts deméloped - by aboveg mentioned theo-

ries provide”guidelines for formulating and implementing re-

»

"gional. development pollc1es in an effective way. The suc-

'Jceedlng sectlon outlznes the regzonal development policies

-~

.. of a few West European countrles, the United States, and.
Canada 1n’wh1ch these theoretlcal concepts are applled

e V i -

-
(]

2.2 ~ REGIONAL DEVELOPMENT POLICIES - AN INTERNATIONAL
- OVERVIEW -

. R <

The Netherlands- The Organlzatlon for'Economic Co- -

:~‘ operatlon and Development (OECD 1970, 1971, 1974a 1§75
1976, 1978) and Hendriks (1974, 198;) have discussed in de-
~tail the regional deéglopment policies of the Netherlands.
..Hendtiks has”pointedlout that.the-Netherlands"tegiqnal pol-
icy can be divided into féur successive phases: - In thed
_first phase, which’ started in 1952 the main emphasls was to
alleVLate structural unemployment problems. .ItS'main objec~. =
tives were the ﬁollowipg;*'fﬁ) full employment, Cil),Stabilt
ity of prices, (iiﬁd eqoity,of the balance of:payments; (iv)
economic érowth, and {(v) acceptablé,d{stribution'of:incomé.
The second phase of Dutch ;égional policy started in'1959'
when the dispersion~of indqstry and economic activltigs_were

emphasized. During this phase the Spatial Planning Act.ﬁas

- ~
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passed, whose main objectives were the following: = (i) pre-
vention‘of the strong outﬁigratiqn of ﬁopuiation from pe-
r%pbgral areas, {(ii) prevenﬁion of excessive income differ-
entials amoné reéions,.:and iiijf ﬁrévention' of excessive
congestion in concentrated areas.’  The third phase of }e-
gioﬁal policy started in 1969,7'_in which emphésis was given
on attracting capital-{ntensfve industries to "devélopment
areas”. The'finél phase of regional policy starfed'ih 1873,
© in ‘ﬁhich eqphasis was given. to feduce_ congegtion-in the
Rimcity (Fhe Ams;efdam—fhe ﬁague-Rotterdam-Utrecht). afea_by
desigﬁafihg}Grpniﬁgen in the N9rth as the poténtial counter-
magnet to the attfacfion.qf fhe Rimcity. : This new appfoach .
recognized each reéion.as a part of 'a systém of regions.

. Hendriks has mentioned that_ it is the respdnéibilig}
"of:the Ministries of Economic Affairs, Soc}al.Aﬁfairs, Agri—
cu}tﬁre; Labour, and Housing.and Spatial Planning to fo;mu—
late and:implement the régionalf development pelicies in the
Netherlands. ~For purposes of cpordination, these Ministries

have formed an interministerial committee. The Ministry of

v

Economic Afﬁairé, in consultation with provincial authori-
‘ties, has designated thed “developﬁent areas” and "develop-
‘ment nuciei“. He has further noted that after being desig-
natéd, . the developmeﬁt areas and iaevelopment'nuélei are
provided six types of assiétance: : (i) éoAstrudtion of in-
.dUStrial.sites, -{i1) improvement of transport infrastruc-

ture, (iii) improvement of public utilities, (iv) construc-
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tion of industrial buildings, (v) training and retraining of
workers, and (vi) construction of ﬁpuses for employees of
new industries. The government also ﬁrovides direct finan-
éial-;upport to companies locating in certain development
nuclei. The subs&dies are available for new companies as
weil as for expahsibné. The total value of subsidy to be
given is twenty‘ﬁ{iye-per cent of total investment cost,
which may not exceed three million Dfl. In the beginning,
the unemployed labourers were given some grants to ﬁiérate
out ofvthe development. areas. iThis programmé was not very
successful! That is why it was discontinued in 1959. Sirce
ﬁhen the migration allowance is given to unemployed labour-
ers.fgr migrating only within the development areas to de-
velopment nuglei. Finally, he has mentioned that along with
these positive incentives, the Dutch government has intro-
duced since 1893 a system of licenses to, limit the invest-
‘ment in the.congested or "Rimcity" area.

It 1is evident  from the ab@ve discussion that the
Netherlands has develéped an elaborate system of regional
development policies. Hendriks has noted that the emphasis
of the Dutch regional pelicy on developﬁent nuclei for fos-
tering growth in development areas brings_ it very ciose to
the "growth pole™ concept.

West Germany: A detailed discussion of regional de-

velbpment policies of West Germany is’presented by Krumme

(1974) and QECD (1970, 1971, 1974a, 1975, 1976, 1978).
<A ’ -
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Krumme has indicated that it is the Federal Spatial Planning
Law of 1865, which initiated active regional development
policies in West Germany. This law stressd® the need for
consultation and coordination of spétial planning problems
between the federal and state governments, Consequently,;
State and Federal ’Intqrgovégnmental Cabinet. Commission
(MKRO), Intracabinet Committee (IMARO), and Interdepartmen-
| ~tal Committee (IQ&OS) were established to faci}ifate.the
vertical and horizontal cooperation and coordination. Ac-
cording to Krumme, the German regional policies can be di-
vided into three categories: (i) spatial planning policies,
(11) sector policies, and (iii) regional economic policies.
Krumme also indicates that the spatial planning poli-
cies were implemented to improve the living conditions in
rural and depressed areas, aﬁd to tackle the structural
problems of urban and industrial agglomerations. For this
purpose four-levels of central places were selected in de-
pressed areas. The urban and industrial agglomeratiqné,
with unhealthy livinq, working, social, and economic condi-
tions, were identified. They are providéd with appropriaté
infrastructure facilities and financial assistance. He fur-
ther pagnts out that under sector policies the financial as-
sistance is given to some selected sectors, such as.aéricul-
ture, ﬁigﬁgg; shipbuilding, data processing, aerospace, and
atomic energy, whereas the regional economic pdlicies con-
centrate on fostering industrialization in designated re-

gions and "Federal Expansion Centers".
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It 1is noted by Krumme that the federal expansion
centres wpich lie within Taction programme regions"™ are
called "development centres”. In these centres and desig-
nated a}eés the federal and state governments are trying to
create new industrial jobs by providing investment subsidies
in the form of corporate income tax deductions, direct in-
vestment grants and loans wifh favourable interest rates.
These subsidies are given to new establishments, conversion,
rationalization, expansion, and modernization cases. In the
beginning, the amount of industrial. loan was determined by
the number of jobs to be created, but later on, it primarilf
depended on the amount of capital to be invested. The maxi-_-
mum value of these subsidies 1is subject to some specified
ceilings. The federal-provincial government also.provides
financial aid for developing industrial sites and_infras—
tructure facilities. Krumme has mentioned that in addition

to these economic incentives, the German regional policy ex-

'~ ercises some sort of control. For example, the development

centres, which do notA‘fulfil their developments objectives
within five years, are subject to the loss of their desiéna;
tion. . C . |

It 1s evident from the above description that there
afé some similarities in the regional dévelopmené policies
of”?est Germany and tﬁe Netherlands. For example, both
countries provide infrastruture facilities and investment

subsidies, and have put ceiling on incentive grants. They
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do exercise some sorf of control. The development centers
of West Germany and the development nuclei of the Nether-
lands appear to be selected on similar criteria. '

( _France: Prud'homme (1974} and OECD (1970, 1971,
18974a, 1974b, 1975, 1976, 1978) have indicated that although
’in 'F;énce regional development policy has existed since
© 1950, it is only since the early 1960s that this policy be-
| came more active and tovok éoﬁe positive‘steps te tackle re-
gional probléms. -In 1963 an Agency for Regional Planning
and Acﬁion (DATAR) was created. Its main task was to col-
lect information that would help the government in taking
regional planning decisions. 1JIts second task was to provide
coordination among intermihigtefial committees. In order to
facilitate coordination, DATAR was provided ;ith some finan-
'cial power under Funds ‘for Regiénal Policy (FIAT) and was
placed under - tﬂe direct authority of the prime minis£er.
Prud'homme, has further indicated that the French :egipnal
‘ development policy' is centred around five major problem%:
{1) decéntralizatioﬁ' of iﬁdustry aﬁd- tertiary éctivities;
(2) urban"growthf {3) transportation; (4) rural activities;
and (5) environmental protection. For dealing with these
problems the French regional policy uses tﬁreé tools: (1)

' public investment, {(2) economic incentives, .and (ﬁ) direct
’ i

controls. It 1is the decentralization of iﬁdustry through

economic incentives, which 1s of special interest to. the

present study. For decentralizing industries and creating
P .

industrial employment in the designated éreas, the French
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regional economic policy has taken the following measures.
It provides investment subsidies, loans and tax relief. The
*ratEs\Pf these economic incentives varies from one region to
another, and also from one type of project (new plant}) to
another. (expansion). It is noted by PEud'homme that along
with these positive incentives, the French regional policy
has introduced a number of negative economic incentives .-
—(i.é. construction tax, transportation tax) to discourage
firms from investind in the Paris’ area. in additién'to,
this, it uses direct control for industrial construction in
the Paris region through building ﬁermits._ Thus the French
regional policy, 1like those of Dﬁtch and German, provides
investment subsidies} and exercises some sort of control.

The United States of America: Hansen (1874), OECD

(1870, 1971, 1974a, 1975, 1876, 1978, 1980), and Widner.
(1982) have presented a detailed discussion of tge regional_'
development policy in the U.S.A.. In the United States the
regional development policy existed as early as the ;9305.
Similar to other industrialized countries, it acquired‘a re-
newed momentum in early 1960s. The Appalachian Regional De-
velopment Act (ARDA) - and the Public Works and Economic Def
velopment Act (PWEDA) are the mos£ important acts which ;ere
passed to deal with regional problemé: high:unemployment
rates, and low income.j -

Hansen has indicaged that for purpose of coordinating

federal-state development effor;é, ARDA established the Ap-—

palachian Regional Commission (ARC)}. The ARC was authorized
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to develop its own programmes and proéide assistance in nine
’fieldst health, housing, vocational education, soil conser-
vation, mine restoration, water survey, water and sewer fa-
cilities, timber development, ana highway development. He
further noted tha% for impleméﬁting regional developmeﬁf
pelicies the ARC éesignated four levels of growth areas, the
~level 1 having the highest growth potentiaf, and the level 4
the lowest. The ARC emﬁhasized that -investments "made in
the region under this Act (ARDA) shall be concentrated in’
areas wheré thére 'ié the gfeate%t potential for future
growth, and where the‘expecteé return oq,public dollars wil}
be the greatest™ (Hansen, 1974: éQlYL In the beginning it
gave more emphasis to-highwéy de;elopment. recognizing that
the lack of ‘accessibility inhibited the, growth of regions..
Later on, 1t emphasized the role of humaﬁ resource invest-
ments in regional economic growth. Accbrding to Hansen "the’
ARC's goal of providing the people of Appalaéhia with t%e
health and skills they regquire to compéte for opportunit,;.a
whergéver they chose to live represents a landmark in the ew<
olugion éf American regional poliéy"v(Hansed,l9?i;/296—9{).

Similar to the ARDA, the PWEDA hgsf;€g£ablished re-

-~
- . / - - 3
gional commissions. |, They are known'.as the "Title V Commis-

sions” and are governed bytthe Department of Commerce. The

PWEDA has also created Economic Development Administration
(EDA) to help the regional commissions and provide financial

assistance to multi-state regions which are faced with

M

a
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chronic economic distrese.' "Hansen has noted that the EDaA
assistance is:éveilable under three conditions: (j)‘persis-
tent unemployment, (1i) median family income less than forty

per cent of national average, and (iii) abrupt rise in em-

Pployment due to closure. The - EDA 'provides a wide range of

assistance, such as grants and loans for. public works and

development facilities, industrial and commercial loans, and

technical, ,planning'and research assistance. In order to
deal with regicnal development broblems the EDA has desig-

nated T"Redevelopment areas", T"Economic development dis-

tricts”, and "Economic development -centres”. A variety of

financial a551stance ¥s given to create more jobs and in-

crease level of income in these areas and their surrounding

areas. It is not necessarf that the economic development
centres should be located in depressed areas, but they
should"ptomote economic development in redevelopment areas.
Thus, like ‘other western industrialized countries,
the United States has developed a number of regionai devel-
opment:oolicies'to promote growth in depressed areas. -The

economic development centre approach of the United States,

development nuclei approach of the Netherlands, and the’ de-

.velopment centre approach of West Germany appear to be simi-

lar and are based on the concept of growth centre theory.

- The'enphasis of the United-States regional development poli-

cies on public and human resource investments brings them
very close to the concepts of 1nvestment theory and the re-

g1onaf‘development potentlal theory (Blehl 1980). _It is
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interestiné - to note that " 1like 'other_ . industrialized
countries, the U.S.A. does not have any specific programmé
for dedentralization of manufacturing industries to the ry-
ral areas or less developeé regions.  Hansen has ihdicated
that it is mainly because the%e has'been a spontaneous de-
éenﬁréiization of maqufacturing‘industries through the sys-
tém.of cities by an industrial filtering process (Thoméson,"
18969). 7 However; under the Agricultural Acf of 1970 and the
- Rural Development Act of 1972 tﬁeré has been a deliberate-

spatial decentraliiation of federal offices in the rural

areas.

2.3 REGI ONAIL DEVELOPMENT POLICIES IN CANADA

The Canadian regional development boljéies, like
those of West Germany, France,' and the Uhiﬁgd States of
America, have been in effect since_the719605. However, sim-
ilar to the United States, there are evidences of some re-
gibnél policies and p;ogramﬁes'that “existed as early as
}9305. ‘The'best exémple is' the Prairie Farm Rehabilitation
Act (PFRAY which;was pasSed in 1935on assist rehabilitatidn
of farm lénds_in-Manitoba, Saskatéhewan.and Alperta. . An-
other examplé 1s the Maritime.Marshland Rehabilitation Act
(MMRA) which was passed in71948; “The third example is the:
fiscal transfers or equalization payments which Qere,fntféi
duced during the 1950s. The equalization paymenté are given
t&‘ﬁoorer‘provinces to enable them to maintain.a standard of

public services closer to the national average.

/
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It i§ durihg;the early and mid lgsdélin which a wide

range o% reg:onal policies and programmes were 1ntroduced by
the Canadlan federal and provincial governments to allev1ate
reglonal dlsparltles across the country. Like other 1ndus-
‘trialized countries, the main concern of these policies and
programmes was to reducefunemployment ;nd raise the level of
income in the depressed'regioné of the country. The most
impértant were the Agricultural and Rurai Development Ac;
(ARDA) of léﬁl, " the Atlantic‘Develbpment Board (ADB) of
1962, the Area Developmen;-hgency (ADA) of 1963, the Area

Development Incentives Act (ADIA) of 1965, and the Fund for

Rural Economic Development (FRED) Act of 1966. The New-
foundland Resettlement Programme, the Atlantic Provinces
Power Developﬁent Act (APPDA), and the Newstart Programme

were the other acts and programmes which came into existence
during this period. These policies and programmes were ad-
miniétéred by different féderal ministries -and agencies and,
thérefore, Had little coérdination ameng them; For the pur-
pose of coordinapion.and more effective handling of regional
_probiems, these policies and programmes were-consolidated
into a newly formed Department of Regional Economic Expan-
sion (DREE) 1in 1969. These objectives were made clear by
the DREE Minister Mr? ‘Marchand: |

- It 1s going to be our Job to ensure in future,
through better co- operatzon and co-ordination with
other departments, that the impact of federal ac-
tion on regional growth and development is taken -
into account in all government decisions. Unless -
this is achieved, at the federal as well as at the
provincial level, we cannot adeguately serve Cana-
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dians everywhere, in the spirit that-is essential

to our Canadian unity . ..... We are establishing

ourselves to work with the provinces (Canada,

House of Commons, 1968: 28, 30). _
More recently; the Deputy Minister of DREE, Mr. Montreuil,
stated that.;DREE's role is tﬁereforé likely to be an impof—
tant one, in coordinating federal activities towards achiev-
ing the” objective of balanced regional growth in Canada”
(Montreuil, 1980: 5). 'lf“ihe time of DREE formation, -two
more programﬁé§$were introducedf the Regional Devglopmeﬁt

Incentives Act” (RDIA), and the Speciai Area (SA) prog;amme;

The ARDA, FRED, PFRA, MMRA, and ADB were specially
designed to stimulate economic growth and socigl'adjustment
in rural areas, whereas the ADA, ADIA, RDIA, and SA program-
mes were_designed to assist other areas in which unemploy-
ment was chronically high and income low. Under the ADA,
ADIA, and RDIA programmes a number of areas were éesignated,
and wvarious financial assistance was given to secondary
manufacturing industries that were newly established, ex-
panded and/or modernized in these designated areas. Betgeen'
1963 and' 1965 the qualifying manufactﬁfing establishmenté
received three year income tax hol}days and accelerated
depreciation allowances under the ADA. Between 1965 and
1869 they had the option of réceiving cabié&} grants basgd

on capital cost or a tax holiday (this option was removed in

.1967) under the ADIA. The capital grants received by quali-

fying establishments under the ADIA were attomatic and not

to exceed five million dollars. In 1969 _the ADIA ﬁrdgramme‘
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was _r%placed'by‘_tﬁe RDIA programme in- which the capital
grants'became_discretionary and their maximum limit was set
to six million _dollars. The designated areas also varied
duriﬂg the opefation of the ADA, ADIA: and RDIA. Under the
RDIA programme -a large part of the country 1is designated
(see ngure.l)gi- It ig-this programme which is the subject
matter of the pfésent study. ‘In 1969 DREE established the
Special Area programﬁe.under’which seven categories of .Spe-
cial Areas were designated for infrastructure and industrial
incentives assistance. One category of these Special Areas
was based on the concept of growth bole theory. In 1973 a
review of DREE programmes led to tﬂe announcement éf‘multi-
dimensional approach'_or an explicit national strategy for
regional.deéelopmenf} This‘stfategy consisted of the Gener-
al Development Aéreémenﬁs‘(GDAs) and subsidiafy agreements
which were to be aé;eed.to by federal and provincial govern-
ments. Thé federal share was to range from 50.0 per cent to
» 80.0 per cent. 3From_i974 to May, 1979f.elgyen GDAs ‘and 103
- subéidiary agreements were signed with all provinces except
Prince Edward Island where‘ra Comprehensive Developmeﬁi Plan
has been in effectisince 1969 (DREE, 18791).- The main pur-
pose of these GDAs and subsidiary agreements was to enable
the federal and proqinciallgovernments' to cooperate in cre-
ating long-térm, emp@oyment opportunities in the éepressed

areas. _ / 2
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an- regional development . policies 'is the formation' of & new
Department of Regional Industrial ‘Expansion (DRIE) and the

“Ministry of State for Economic and Regional’ Development

~{MSERD} (Lithwick, 1982; the Standing'Senaté'Cohmittee (Can-

ada),:1982; the Globe and Mail,*® 1982). The Prime Minister,

R

. . /Mr. Pierre Trudeau, announced the reorganization of his fed-

¢

eral ministries on January 12, 1982. According -to this fe-

port DRIE is created from bits of the Industry, -Trade and

Coﬁmepce department and the_fpépértment of Regional.Ecohomic

@xpansion’(DREE);‘ The Ministry of State for Economic Devel-

opment (MSED) has been:renaﬁéd-an;ﬁe Ministry of State'for
Eéoﬁomic and Régibnél'Devélopméﬁt‘(MSERD). MSERD is now go-
ind-fo?bé-a?aécentralized central agency which will provide
a.link 'betweén regional and sectoral-policy efforts. It
will piace‘ senior direcfors and staff in each province to
coordinate'devéldpment_lécally- and to minimize red ,tape'on
pega—prﬁjécts. Mr. Trudeau mentionea thaf the DRIE aﬁd the
ﬁSERD are expected to be in effect some time in "late winter
or in the spring™ of 1982. . At that time both the ITC and
the DREE will.expirem He f&rther indicated that as a part
 of réorgahization} the General Development Agreements (GDAs)
will also expire and more fedéral unilateral actions will be
N ﬁaken in-these areés. The main aréuments in support of the

decision to allow the GDAs to lapse were the following: (i)

_ . . ) o
* The Globe and Mail. (1982). IGray Called_Loser in Cabinet
Rejigging”. Wednesday, Januray 13. (Torontoc). pp. 1,8.

“ .-_>., . oo T s

. The ‘most recent ‘development in the history of Canadi--
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inm spite of putting up large sums of money, up to 90.0 per
cent in some grovincési‘ the federal government waé getting
little or no credit, and (ii) the GDAs required‘several de-
partmental bureaucracies to agree on projects (the Standing
Sehate Committee (Canada), 1982). Finally, Mr. Trudeau men-
tioned- that the purpose of these reorganizations is to-im—
pfove éoordination,~ and to pﬁt ggeater emphasis on regional
development éfforts, However, qlithwick‘(1982), and the*
Standing Sena&e Committee {(Canada,1982) have-criticized this
approach and expressea some concerns about }he less devel-
oped areas.

Thus Canada, _iike other western industrialized coun-
tfies, has developed a variety of regional economic develop-
ment policies and programmes. From time to time, attempts
have been made Eo‘improve coordination between the federal
and provincial govefnments, and also améng-federal aepart--
ments by & number of institutional innovations. However, in
Canada there are no explicit _organiz§£}ons, "like MKRO 6

\ . [
West Germany and ARC of the United States, to facilitate

vertical coordination between federal and provincial govern-

ments (Brown, Eastman, and Robinson, 1981).

DREE was established in Canada like TAR in France.
It provides coordination between the federa% ministries and
the provincial governments. However, -DATAR, unlike DREE,
had limited financial power, whereas DREE was created as an

independent department at the federal level with a cabinet

A
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minister, %nd was given full.administrative and finan;ial
power to deal with regional problems.

The key element distinguishing the European from the
Canadian abproach o regiona; development 1is that which has
been called the "dirigiste"™ emphasis. Unlike the West Euro-
pean countries, Canada has avoided difecting establishments
to.particular cities or regions. Simply, the RDIA programme
responds to applications from industrial establishments for
subsidies, and as loﬁg as these reqﬁests fall within those
regions which have been designated, they vcan be funded.
Thus there 1is no attempt to impose priorities and then to
direct these establishments to priority locations. In Cana-
da, it is felt that this leads to an inefficient allocation
of resources and there is a constitutional problem. It also
discourages private investors who may not accept any Canadi-
an government's attempt to direct investments. A somewhat
similar view is expressed by Mr. Montreuil, the Deputy Min-
. ister of DREE, that_*it is certainly tempting to recommend
an element of "dirigisme"™ in governmént policy, which would
‘enable regional strétegies to achieve more rapid change, for
the benefit of those Canadians in'most‘serious need, and abt
minimum cost. But if "dirigisme"” 1is not an acceptable ap-
preach, then it seems clear to me that a regional develop-
ment thrust-which is at least intensively pro-active is

needed in the future"™ .(Montreuil, 1980: 12).
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Except for the above mentioned differences, the ap-

proach adoﬁted by SﬁﬁE is similar to West European industri-
alized economies and the United States. For example, t

ultimate goals of its regional policies and programmes are

to reduce or -eliminate regional disparities in income and’

unemployment, and to foster régional equity. In a similar
way, the RDIA programme attempts to attract manufacturing
industries and thus to generate growth in the designated
areas by providing investment subsidies and infrastructure
facilities. Furthermore, the éanadian ceiling on capital
incentive grants of six million dollars is somewhat similar
to the Netherlands' maximum value of a subsidy which 1is
three million Dfl. As in West Germany, the Incentive grants
in Canada- are given to new plants as weli as ;o'éxpansion
and/or modernization cases, \énd the amount of 1incentive
grants aepends on both the number of jobs and the amount of.

capital which is to be investegd. In Canada, some provinces

geceive a comparatively higher percentage of incentive -

grants than the other provinces. Such a practice is similar

to that of France. The Canadian policies and programmes are

_also similar to the United States' regional policies in put-

ting emphasis on the role of human resource investments in
regional economic growth. Finally,. the Canadian growth cen-
tres' (one category of the Special Areas) approach is some-
what similar to tﬁe United States' economic development cen-=

tres, the Netherlands' development ‘ nuclei, and West

Germany's development centres.

»
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~ Now the question is: how successful have these
h”qd//»programmes been in West Europeap countries as well as in

had Canada, especially the industrial incentive programmes? In

-

the tase of ~France, Prud'homme has noted that the studies
s - .

condugted by Falise and Lepas (1970), and Strawczynski

(1971)Y\have revealed that "investment subsidies appear to be

‘an impoftant‘factor in the choice of a location, second only

~

to qomﬁunications facilities and 1labor availability. But,

according to others (Lamarre, 1972), such subsidies do not

-

S~ play a decisive role in locational decisions”™ (Prud'homme,

1974: 54). On the basis of his own analysis Prud’homme has
.concluded that "Some positive results undoubtedly have been
achieved. The industrial growth of the Paris region has
been halﬁed; outmigrations from the poorer régions have been
reduced; income differentials have not increased -and have
probably decreased. The overall. picture is therefore quite
favorable” (Prud'homme, 1974: 63).

When dealing with the experience of West Germany,

%

Krumme has reported that "The effectiveness of investment
grants as a regional policy measure has been recently gues-

tioned by Blake (1872),* admittedly on the basis of limited

* The study conducted by Blake (1972) deals with the stan-
dard regions of the United Kingdom. He has concluded that - - -
"the effectiveness preferential grant as an engine
Yy to industry. In two,
possibly fodr, industries it seems to have created new em-
ployment ,in development areas. In three others it may

L

have had a perverse effect, by inducing mainly labour-sav-
ing ingestment in these areas. Its effect in the remain-
ing igdustries is inconclusive. On balance, it was - on
the slight evidence available - probably not worth while"

A
|
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~ data. ...For the German scene, various studies have implied
that the industrialization of rural areas does not automati-
- cally contribute to the regioﬁal equalization of income and
prosperity due to the low skill and educational requirements
for newly created —jobs in branch plants of agglomeration-
centered cérporations, or in firms of stagnating industries
which were forced out of the industrial districts" {(Krumme,
1974: 134).
1t appears from the above examples that the effec-
tiveness of industrial incentive programmes is subject to a
great-controversy. It may be due to the following difficul-
ties that are involved in evaluating the effects of a pro-
gramme. For example, (i) a programme's objectives may be
infiuenced by a long~term structu§?1 change in process, a
short-term variation in trade cycle, migration, and a random
event; (1i) it is difficult to discern the impacts of a pro-
gramme when two parallel programmes are mu?ually augmenting
one another's effectiveness; (iii) there are some time lags
between a programme being implemented and its effects; and
(iv) a programme’'s evaluation 1is constrained by disclosure
limitations of relevant information or data (OECD, 1977; Da-
venport et al.: 1982). In order to have some understanding
of the effectiveness of industrial incentivgs programme 1in |
Canada, the present study has adopted the following meas-

ures. First, it discusses the objectives of the RDIA pro-

T,
s

(Blake, 1972: 71).
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gramme and its practices of providing incentive grants.
~Second, it outlines othér federal-provincial competing pro-
grammes. Third, it explains the need for evaluating é pro-
gramme and presents a general discussion of programme evalu-
ation designs. Fourth, it presents a critical review of the
studies which have evaluated the effectiveness of industrial
incentives programmes in Canada. Qaving discussed the péo—
cedures and findings of previous studies, it outlines the
methodqlqgies-that are adopted in the present research to
evaluate the effectiveness of the RDIA programme. Finally,
the results of this study are discussed. These results are
then compared with the RDIA stated bbjectives and general

conclusions are drawn.

2.3.1 The RDIA Programme

2.3.1.1 Objectives of the RDIA Programme

The RDIA programmes~ which camé into effect on July 1,
1969, is the second (after GDAs) major regional development
pfogramme of DREE. Its méin objecﬁives are to attract sec-’
ondary manufacturing and prqceésing establishments or pri-
vate capital investments in the designateq‘slow growth are-
as, and thus to create more jobs and to change favourably
the industrial structure of these .areas. For this purpose
it provides ﬁinancial incentives to manufacturinq- and pro-

cessing establishments that newly ‘establish, expand and/or

modernize in the designated slow growth areas of the coun-
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try. These obje;tives of the programme are clear from tﬁe
remarks of the first DREE Minister Mr. Mérchand. He men-
tioned that the purpose of the Department and the RDIA pro-
gramme ; ) -

-...15 to create jobs, eventually to put in place
infrastructures and give incentives to build new

manufactures and new plants. ....It is a job ori-
en?ed department (Canada, House of Commons, 1970:
16).

What is of primary importance though, is to
find adeguate stimuli to invite the appropriate
industries to establish themselves in the poorer
areas. ....It is in this spirit that we will be
doing our planning: planning to attract new in-
dustries; "to stimulate and aid the modernization
and expansion of existing industries (Canada,
House of Commons, 1968: 29-30).

The RDIA prbgramme has tried to.create more jobs in

the designated areas. This could have been achieved by fav-

ouring labour-intensive industries as opposed to capital-in-
tensive industries. Such a view was expressed by Mr. Marc-
hand before the House of Commons:

Suppose we have two applications from two differ-
ent companies. One is labour intensive and the
other is capital intensive. «...Probably we will
lean towards the labour intensive . industry, be-
cause this 1s the very purpose of this law. This
law is not there to develop industry as such, per
se, but 1n relation to employment opportunities
(Canada, House of Commons, 1969: 294).

-_Anotﬁer objective of Ehe programme "is to attract in-
dustries with strong inter-regional "and international export

oriéntations. Implicit in this objective are the concepts

of backward, forward ‘and final demand:linkaées of the re-

‘gional economy. Such an objective was made'cleag by the re-

marks of Mr. Marchand. "He noted that "It is necessary to
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- create industries that will be able to sell.a far greater
“
quantity of products to the rest of the country and abroad.
If this export of products is realized local market growth
-

will follow™ (Canada, House of Commons, 1968: 29).. -How-

ever, this objective was not examined in the present re-
search because such information was refused by DREE.

These were some of the major objectives. of the RDIA
programme which have more relevance for the present study.
A détailed discussion of the RDIA objectives and goals may
be obtained from a report published by DREE (1976a: 7-10).
Since the programme's implementation, there is no evidence
of a major change in its objectives. This is clear from the
remarks of a later DREE Minister Mr. Lessard:

«-.under RDIA™I do not think there is a need for

a major reorganization of the act as such. There

might be justification for a few minor adjustments

that might put the department in a better position

to respond to some applicants, but that improve-

ment would be a minor adjustment and not a tremen-

dous improvement really (Canada, House of Commons,

1977: 15).
The present research concentrates on evaluating the sucéess
of the RDIA programme in achieving its objectives of chéng—
ing favourably the industrial structure and stimulating em-

ployment growth in the slow growing provinces.

2.3.1.2 The RDIA Incentive Grants
The RDIA programme 1is active in some specific areas
of the country. They are generally called "designated are-

ésf. According to DREE repérts {1976b,-1981), the RDIA pro-
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gramme provides two main types of financial incentives: (i)
development incentives, and (ii) loan gquarantees. The "de-
velopment incentives are given to manufacturing ;nd process-
ing establishments in fhree‘Tprms: .(i) non-repayable, (ii)
repéyable . and (iii) provisionally repayable. Development
;LCEntives are provided to most manufacturing and'p;ocessing
industries that are newly established, expanded and/or mod-

ernized in the designated areas. The only exceptions are

initial processing operations and certain segments of the

. pulp and paper industry. It is mentioned in these reports

that under this programme certain natural resource process-
ing plants, such’ as sawmills, fish, and food processing
plants are eligible for incentive grants. The loan guaran-

tees are available for manufacturing and processing opera-

tions, and for certain new commercial undertakings, such as

business offices, warehousing and freight-handling facili-

ties, shopping centres, conventional facilities, hotel and

Y
motel accomodations, recreational facilities and research
facilities. —

It is made clear in these reports (1976b, 1981} that
in order to receive incentive grants under the RDIA pnogra%—
me, a project should not only be located in designaéed areas
but also must have an approved capital cost of at least
25,000 dollars. However, in case of a new facility or a new
product expansion which creates five direct jobs, the capi-

tal cost can be as low as 5,000 dollars. The loan guaran-

-
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" tees ig made available to only those establishments which
have approved capital=cos;s of 100,000 dolfars or more.
According to these reporfs ihe amount of an incentive
grant depends on the following factors:. (i) size bflestab—
lishment, (ii) type of project, (ii;) place of location,
'(;v) tpe‘economic-coﬁt;ibution to the régipn, and {(w) 'thé
financial need of the indivfdual proéett._-?or graﬁt pugpos-
es thr%e sizes of projects are recognized. _ The brojects
with appproved capital costs (ACC) of-léss'than_300,000'ddl—
lars and fewer than forty direct jobs are called category A
or small size. The projects with 'ACC eqﬁél ofl more than
300,000 dollars but less than two million dollars and direct
jobs egqual or. mofe than forty but less than 100 are called
category B or medium'si;e. ) The projécts with at least two
million dollars ACC and 100 diréct jobs are called category
C or large size. Since April 1, 1974 (DREE, Apriit ié?g:
2) sténda;d formulae are-applied to detgrmine—th; amount of
incentives for A and B categoriés of projects, although ex-
ceptions are made in ;ome cases.' The staﬁdard‘formulae are
based on percentages of the ACC and ihe_avergge_ of the ap-
proved annual wages and salaﬂiés thch vary according to the
loéatioﬁ and t&pe of the project. For exémplé, 1f a project
is lécatg§ in the Atlantic provinces ané is either‘a new‘fa-
cility or a new product expansion, it receives 25.0 percent
of the ACC plus 30.0 per cent of wages and salaries, whereés

a new or new product expansion project located in other re-
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gions receives only 25.0 per cent of ACC'plus 15.0 per cent
of wages and salaries. | In case a project is involved in
modernization or -volume expansion and located anywhere in
‘the aesignated regions, it réceiveS‘only 20.0 per cent of
ACC. For a large project or qaiegory C projects the amount
of incentive grant is determined by assessing the potential
benefits to the region and the needs of the individual ?Eo-
‘iect. -

Under the RDIA programme the amount of incentive
grants is subject to statutory limits. It.-is mentioned jé
DREE repqrts‘(1976b: 27; 1981: 10) that in the case of mod-
ernizations and volume expansions, the development incentive
‘grants may not exceed 20.0 per cent of ACC, or six million
dollars, whichever is the lower. However, in case of a new
project and a new product expansion, the development incen-
tive grants may not exceed the lowest of the following:

1. 25.0 per cent,/;f the ACC and 5,000 dollars for each
direé£ job created in facility (the initial 20.0 per
cent Pf ACC may not exéeed six million dollars);

- 2. io,abﬂ.dollars for each direct job created;

. 3. 50.0 per cent of the capital to be employed in the

-

\ ~

opefétion; or
4, B80.0 per cent of the ACC for most incentives deter-

.- mined by .standard formulae (in case of the garment

-

indhstry, the maximum is 40.0 per cent).

b
..
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According to these repor;é, loan guarantees . cannot exceed.
90.0 per cent of the total .amount of the advances made by
the lender. In the case of manufacturing and processing
plants the loan guarantees cannot exceed 80.0 per cent of
;Pe ACC after subtracting the DREE development grants and
the‘amqunt of incentive provided by other government agen-
cies. '

According to DREE reports, the amount of an incentive
érant to a project is not.given all at one- time-or even at
the time of offer. -About 80.0 per cent of a project's total
iﬁdéntive grant 1s paid after itfﬁgé been in commegcial pro-
duction for thirty days and is in compliance with the terms
and conditions of t?e programme. The remaining 20.0 pef
cent is paid . withi& thirty months in case of moderniiation
and vqiume expansion, or within forty-two months in cases of
new plantg and new proauct expansions; but not before twen-
ty-four or thirty-six months respectively.

~

2.3.2 Other Eederal-Provincial Programmes N

—

Although the RDIA programme is fosteringwindustr”él‘
development and creating jobs in the slow growth arfég of
the country, there are some other federal and provfﬁg?al de~-
partments, agencies, corporations and programmes which pro-
vide competing incentives and thus p;omote also industriali-
zation. Wenaas‘ (1976) has reported that the pfovincial
'govérnments-are involved in a variety of activities for at-

tracting new establishments or expanding and modernizing ex-
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isting ones.  The most important among these activities are
the provision of direct financial assistance, such as the
granting of loéns, guaranteeing of company bonds, the pur-
phase of company eqﬁify capital, 'the provision of grants,
and the reduction of taxes and resource royalties. He has
further noted that, in addition to these, the provincial
go;ernmen_s*are involvegd ‘in providing technical and advisory
services, the building éf industrial ‘parks and the subse-
guent lease of the facilities to 1industrial firms, the
building of factories and their sale to industrial firms,
establishment of jqint private—-public compa;ies, the direct
operation of industries by means ¢of provincial Industrial
Crown Corporations (ICCs), and the construction of access
roads. For carrying out these industrial development activ-
ities and assistance programmes, the provincial governments
have established the ministries of industry, Industrial De-
velopment: Corporations™ (IDCs) or Crown Corporations (CCs),
and résearch councils. The best exémples are Industrial De-
velopment Corporation (IDC) of éuebec: Saskatchgwan Economic
DeveiopmentQCorporation (SEDCO) and Saskatchewan Industrial
Accommodation Programme (IAC); Manitoba Development Corpora-
tion (MDC), and Incentive Programme for Industry (1pF1);
Nova Scotia Resource Development Board (RDB), and Industrial
Estates Limi;ed (IEL); Prince Edward Island Industrial En-
terprisés Incorporated (IEI}; and New Brunswick Developmenf
Corperation (NBDC), and New Brunswick Industrial thanqe

. 7
Board (NBIEB). At the federal level the moist important -s

L‘
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the department of Industry, Trade and Commerce (ITC). ITE
has a number of programmes to stimplate-industrial growth'in
Canada. The most impd;tant are Programme to Enhance Produc-
tivity (PEP), Industrial Design Assistance-Programme (IDAP),
Enterprise Development Programme (EBP}, Defence Industry
Productivity Programme {(DIPP), and Industrial Development
Bank (IDB). In 1974 the IDB was succeeded by Federal Busi-
ness Development Bank (FBDB). Manpower and Immigration is
another federal department which provides incentives to Can-
adian industries through its Canada Menpower Industrial
Training Programme (CMITP). The other federal corporations
or proé:aﬁmes of 1ndustr1a1 development are the Canada De-
velopment Corportion (CDC), the Cape Breton Development Cor-
portion (CBDC), the Multiplex Corporation {(MC), the New-
foﬁndﬁand'and Labrador Development Corporation (NLDC), the
Atlantic Development Board (ADB), and the General Develop-
ment Agreements (GDAS).

The CBDC, MC, NLDC, ADE and GDAsSs as well as the RDIA
are all administered by DREE. In theory, their function is
not to compete with the RDIA prégramme but rather to comple-
ment 1it. Except £ot_these, all other proi;pc1al4aﬂd @ederal
departments, corporations, agenc1es ahd'programgggoprov1de
parallel industrial incentives and sometimes they compete
with the RDIA programme.. A classic example was cited by the
Prime Minister Pierre Trudeau and senior government offi-

cials and developed over the choice of a location for a

~
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ﬁblékwaéen factory. - DREE (under the RDIA programme) wanted
the plant ta .be located in Quebec, whereas the ITC wanted
that plant to be located in Ontario. In order to improve
coordination at federal level Mr. Trudeau announced the cre-
ation of a. dew Department of Regional Inéustrial Expansion
(DRIE) on January 12, 1982. However, there are no propo-
saig, as yét] for improving coordination at the federal-pro-
vincial level (Brown, Eastman and Robinson, 198i). It is

P—
believed that with the assistance of federal-provincial .

agencies and programmes, other than the RDIA programme, somer\‘
manufacturing establishments maf have established, expanded
and/or modernized in tbq slow g}owing provinces. They may
have some impaétlon changing tﬁe industrial structure and
stimulating employment growth in these pr&vinces. It is to
be noted that because of the unavailability of data, their
impact is not-e§amine§ in this study. One major.implicqtion
of this limitation is that it would be difficult to deter-

mine the importance of RDIA programme,as 'compared to other

federal-provincial programmes. However, the examination. of

"only the RDIA assisted establishments would certainly reveal

the following: (i) how the RDIA programme resources wgre'al—‘
located among the slow d?owing provihces'as vell as améhg
the various. industries, (ii) ghat was the impéct of this al-
location on chénging the inddstrial‘stru;ture an5 stimulat-. =
iné'the employment gro@th of a proviﬁ;e, and (iii) whether

the resources allocated to a province were sufficient enough

to bring about employment growth.

A
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2.4  EVALUATION OF THE RDIA PROGRAMME

2.4.1 The Need for Programme Evaluation

B By definition 'a programme consists of a set of inter-
related elements which aim at achieving major goals at the
national, sectoral or.regional level. Programme evaluapion
-examines the degree to which the programme objectives are
achieved. + In other words, whdt has happened as a'fesult of
the programme's implementation? If the examination is car-
ried out after the completion of the programme, it is called
"eg—post" evaluation. If it is carried out at regular in-
tervals duriﬁg. the- programme action period, it. is called
‘"bn-going" evaluaﬁion. -

In the context of any evaluation the basic guestions
that come to mind are the‘ folloﬁing: why does one need to
eva;uate'the programme? What is the ﬁurpose of a programme'
evaluation? Treasury Board has noted that a programme eval-
vation 1is needed "in order to improve policy decisions....,
program evaluation...will lead to a better understanding of
the achieveménts of programs, thereby enhancing-the'ability
of the government - departments, central agencies, and the
cabinet - to allocate resources in a more effective manner™"
. (Treasury Board, 1981: 3-2). -
Thus the purpbse 6f a programme evaluation may be

varied. It is noted by Canadian Imternational Development

Agency (CIDA, 1977: 21) that a programme evaluation may be

Y
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crisis oriented, in which case the emphasis is given on

. 52
whethér_a programme should be continued, discontinued, ex-
panded or modified. CIDA haé further in@icated that a pro-
gramme evaluation may also be done for tﬁe purposes of ac-
cepting or rejecting the approach or theory of a programme,
verifying {ts performance, adding or dropping its specific
strategies and techniques, 1improving its practices and pro-
cedures, and measuring its effects on the growth and devel-
opment of a fegion. It is this last objective which is the

(pburpose of the present study.

2.4.2 The Nature of Evaluation Designs

An important issue in a programme evaluation 1is the
choice of evaluation design. in this context it is neces-
sary to know what types of evaluati@n desiéns afe available,
and whét are their advantages and.diSadvantages. It is'up
to the evaluator to select a design. The design that is se-
lected will depend upon fhe nature of research, avéilability
wf funds, time and data. The most commonly used evaluation
designs are classified by CIDA (1977: 55-61) intd the fol-
lowing five types: (1) fetrospective study of a target
group, (ii) two-group retrospective study, (iii) before-and-
after study of a téféegjgroup, (iv) partly controlled or
time-series design, and }v) fully controlled design. ‘

The'reﬁrospective study of a target group 1is a less
expensive and siﬁple design. It examines the condition that

exists during the ﬁgogramme action period (see Figure 2 (i}:
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Cell B). In this design there is neither the provision of a

controlled quhp nor measuring conditions. before the pro-

-

' gramme implementation, such as baseline data (Cell A). Con-

L
seguently, it 1s difficult to cémpafe the results and to de-

termine the effectiveness of the programme,

It 1is noted by CIDA that two—-group retrospective

-study is also a less expensive and simple design, It is an

improved design in that there is a control group (Figure 2
(i1): Cell D) along with thé target group (Cell B). It ex-
amines .the conditions of the target group as well as the
control group and compares the results in order to determine
if there are any significant differenqes. The manual pro-

duced by CIDA has further noted that this design assumes

'\\\\\f‘that the differences that now exist between B and D are

solely due to the programme’s implementation. The basic
weaknéss of this design 1is its assumption that the two
groups (ﬁ and D) were similar before the programme was im-
plemented. Similar to the previous design, it does not have

baseline data (Cells A and C) and, therefore, it is diffi-

‘cult to compare the results.

The before-and-after study of a target gfoup is a

better désign than the two previous ones, - because it meas-
_-:/ - .

.-ures the conditions %oth before the start of a programme

—

(Figure 2 (iii): cCell A) and also after its completion
(Cell B), and thus facilitates. the comparison of results.

It is noted by CIDA that this design assumes that the dif-

L] . /
\

-



FIGURE 2: PROGRAMME EVALUATION
'DESIGNS
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ferences (B-A =E) between A and B are entirely the resu{t o{.
the programme's implementation. However, there is a po;si—
bility that the differences, to some extent, may have re-
sulted from other factoré Or programmes, Furthermore, this
r’;]--esign does not have a control grdup'which makes it diffi-
cult to determine the degree of programme effectiveness.
CIDA (1977) has poihted out that this design is most appro-

priate in situations where other factors or programmes have

very limited influence on the expected differences between A

,\»
J

ﬁnd B. ) -
The partly controlled design is also called time-se-

~ries design. It requires a series of measurements at peri-
odic intervals before the programme started and alsq after
it was completed. These meésurements help to decide whether
there is a continuation of earlier patterns or whether there
is a significant change that can be attributed to the pro-
gramme. In Figure 2 (iv}: case number 1 shows uniform
trends, and so there appears to be little impact of the pro-
'_ gramme. \‘Case number 2 shows some fluctuations before the
programme started and also after it was completed. Tﬁis
pattern makes 1t difficult to determine the impact of the
programme. In case number 3 there appears to be a signifi-
cant change that occurred since the programme was implement-

ed. This change could be attributed to the programme ef-

fects. ~—
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The fully eontrolled'design's results are valid be-
.cause this design consists of both the baseline data and the
controlled group (Figure 2 (v) ). It measures the condi-
tions of the target group as well as the controlled group
-both before the start of the programme (Cells A and C) and
also after its completion (Cells B and D). It compareg the
differences (E) of the target group with those (e) of the
controlled group which was supposed to have characteristics
similar to that of the target group at the time of the pro-
gramme's implementat;&n, but was unaffected by the program-
me. If there are significant differences between E and e,
it means that  the programme has been effective in-changing
the characteristics of the target group.
Thus each evaluation design has some merits and some
limitalions. It is indicated by CIDA that the reﬁrospective
studies of a target group, and the before-and-after study of
a target group are highly preferred by managers-and re-
searchers because they cost less, consume a small amount of
time, and are easy to apply, whereas the partly controlled,
and fully contfolled designs have less appeal fﬁr managers
and researchers because they are: expensive, more time con-
suming, and diffiéult to apply. In the context of the pres-
ent study the before-and-after éesign is the only cone which
is applicable and is discussed in greater detail in Chapter

ITY. T
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2.4.3 The Evaluation of Previous Studies

To date, there are a few published empirical studies
of the effectiveness of Canadian regional policy - especial-

ly as they relate to ADIA's and RDIA'S capital incehntive

- grants. Some of those studies which deal with the RDIA pro-

gramme (Yeates and Lloyd, 1970; APEC, 1971; Springate, 1972,
1573; DREE, 1973; Usher, 1974, 1975; and Woodward, 1974a,
1974b, 1975) are briefly reviewed and their findings are
presénted below.’

, Yeates and Lloyd (1970) analyzed the impact of indus-
trial incentives on Southern Georgian‘Bay region of Ontario.
These industrial incentives were made available to Southern
Georgian Bay region under the Are;. Dévelopment Incentives
Act (ADIA)} of 1965 which was administerea by t?e Area Devel-
opment Agency ({(ADA). The study area included the counties
pf Bruce, Grey, Dufferin, and Simcoe. The time period cov-
ered was from 1964 to August 1967. The data was obtained
from secondary sources as well as from direct interviews

with companies. Out of the 426 companies interviewed, 408

were considered suitable for the analysis. . The assessment

. of the economic impact of the ADA ‘programme was undertaken

in both descriptive and quantitative terms. The guantita-
tive part of analysis was concerned with an estimation of

the employment multiplier effect of the ADA programme and

’ The research works of Dudley (1974), Atlantic Development
Council (1976), and Economic Council of Canada (1977) also
deal-with the RDIA programme, but are not discussed in
this study. : ) .
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linking the impact of this prog:amme to changes in the ter-
tiary sector of economic activity. After anaiyzing data in
detail this study concluded that:

The ADA program in the designated area can be con-

sidered highly successful. In the short term, it

has generated a massive increase in 'regional in-

vestment, a sharp rise in regional wage levels and

persconal incomes, and a significant improvement in

the regional export base. ....2 major lesson to be

learned is that an incentives program basically

concerned with aiding the flow of manufacturing

capital to capital-short areas can be very suc-

cessful where there are signs of incipient econom-

ic growth (Yeate$ and Lloyd, 1970: 64-65).

This work 1s an "ex—-post” evaluation which examines
[

the impact of ADIA programme on the growth and development
of Southern Georgian Bay region. Since this work is based
on a large sample, its results may be reliable. Hoyever,
the main criticism that can be leveled against this work.is
the use of an evaluation design in which there are no provi-
sions for a controlled group and baseline data for comparing
the results of the programme’'sveffectiveness.

. The Atlantic Provinces Economic Council (APEC, 1971)

conducted a mail survey of firms which had accepted incen-

tive grants under the RDIA programme as of March 31, 1971.

Only the new establishments, which were located outside the
Atlantic region, were’asked to answer brief questionnaires.
RDIA assisted establishments located in the Atlantic region
were asked to answer a more detailed qguestionnaire. Of the
196 establishments located outside the Atlantic region, 98
replied, of which 91 replies were worthy of analysis. Simi-

larly, of the 133 establiéﬁments in the Atlantic region, 73
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replied. The results of this survey-éerg reported in the
Fifth Annual Review of the APEC (1971: 68-72). 1t wés con-
cluded that . » 5

-

81.2 per cent of the replies from firms receiving
DREE grants for projects outside the region did

- not consider a location in the Atlantic provinces.
....0f the regional firms surveyed concerning the
RDIA program, 57.5 per cent indicated that the
size of their expansion or new facility was af-
fected by the availability of a grant and 49.3 per
cent said the timing of their project was affected
by the availability of a grant (APEC, 1971:
72,97}).

This work may be classified as "on-going” evaluation
of the RDIA programme. Its purpose seems to underline the
importance of the RDIA programme in influencing the loca-
tion, size, and timing of manufacturing establishments. It
is pﬁrely descriptive and does not examine the econqpfc im-
pact of these establishments as such. The research method-
ology, relying as it does on a mail survey, can result in
biased "after the fact" interpretation.

Springate (1872, 1973) 1investigated@ the effects of
the RDIA programme on the investment decisions of firms.
For this purpose thirty-one firms, which had received incen-
tive grants under the RDIA programme as of September'lSZ},
were selected. Of the thirty-one firms, eighteen were large
companies with annual revenues above twenty million dollars.
Senior-level executives, who were responsible for the in-
vestment decisions of these firms, were interviewed. The
investigation was mainly directed towards the effects of in-

centive grants on the location decision, timing, size and

technology of plants. Springate’'s studies revealed that:
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There is some geographic movement of the 1lnvest-
ment of large companies into designated regions as
a direct result of .incentive grants. But "such
movement is’ small and seems to be confined to rel-
atively few firms. ....For many companies in our
large company sample (eight of thirteen) there was
no locational effect on the siting of new facili-
ties. Rather, the site was chosen without being
influenced by potential fedéral grants. ....If the

" only types of large company cases where signifi-

. cant locational effect was observed tend to be
those associated with marginal projects or inter-
national placement of investment. ....Other influ-
ences on the timing of investment, the size or the
technology wused are virtually nil. ....In the

" smaller companies, the chief effects relate
to...5ize changes or acceleration of preoject tim-
ing. ....Significant .location effects are small
and were found related only to starting companies
where funds were made available in one centre but
not another. While grants have more influence, as
a proportion of cases, with small companies than
with the investments of large companies,. again a
large propertion (approximately one-half) of the
grant offers accepted produce no significant ef-
fects-on the investment and result in a windfall
gain for management (Springate, 1972: . 183~ 185,
287-288).

" Springate's sﬁudy may also be classified as "oh—go-
ing" evaluatioq of the RDIA programme. It appears that this
work-was condugted for purpose of accepting or rejecting the
approach or theory of the programme. The\‘reliability of
Springate’s findings has been gquestioned by DREE (1873:
44-45) on two grounds. First, they are based on a very
small sample (about two per cent of net accepted offers and

three per cent of joBS). Second; they are based on infor-

mal, and subjective interviews in which there is every pos-

sibility of getting biased information. DREE (1973: 45) has

argued that it is difficult to discern biased information

from such interviews. _This work can also be criticized on
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tLe basis of its evaluation design in which there are -no

provisions of a controlled group and baseline data for com-
paring the results of the programme effectiveness.

An attempt was made by DREE (1873) itself to examine
éhe impact of the RDIA programme in attracting manufacturing
investments and employment to the sldw growth areas of Cana-
da. This examination was conéucted in terms o{jﬁour.incre-
mentality categories:;ﬂ (1) location opﬁion, (i1) size
change, (iii) timing chénge, and {(iv) wviability threshold
for the period 1969-1972. A total of 329 éaﬁple projecés
were selected. They comprised over fifty per cent of both

{otal commitments and expected  jobs under the RDIA program-—
me. They were classified into two groups: (i) those which
had a locational optién in a non~designated region, and (ii)
those which did not. ‘This-cla§sifg€ifion was based on natu-
ral resources and market factors. According to DREE, if a
broject used natural resources and less than two-thirds of
its preduction was for sale outéiae the region, it was clas-
sified as not having a locational option. If a project did
n6€‘3§h§qnatural resources or if it used natural resources
and more~than two-thirds of its production was for sale out-
side the region, it was classified as having a locational
option. The projects havig? locational options were assumed
to be 100 per cent fncrementql to the region. " Having set
the criteria, DREE reguested its provinciéi offices to clas-

sify the accepted offers into the above mentioned four in-

i 7
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cremental categories. The following facts were revealed by

* DREE:

...projects with lipcation options comprise 58.5
per cent of the gran accepted, 43.3 per ceny of
direct jobs to be created and 63.1 per cent of
fixed assets. ....0Only 20 per cent of the jobs

. created by “projects classified as having  size or
timing changes were considered to be incremental.
Similarly, it was estimated that 2/3 of the jobs
resulting from "viability threshold™ cases are in-
cremental. ....RDIA assisted 1nvestment is esti-
mated ‘to be almost 80 per cent incremental, asso-
ciated 3jobs are estimated to be 70 per cent
incremental and the value of grants supporting in-
cremental projects and jobs represents 78 per cent
of the total. This means that 70 per cent of.the
jobs being supported by the RDIA program would not
be created in the absence of the program. Simi-
larly, over three gquarters of the grants relate to
investment which would not have occurred without
the program (DREE, 15$73: 41-42),

The DREE study was certainly an "on-going” evaluation

T of its RDIA-prograﬁme. It was condJcted for the purpose of
verifying programme performance and %mproving its practices
and procedures. However, Gillespie and Kerr (1877: 28) héve
criticized this study for its research methodology. They
have argued that the choice of natural -resource and market
factors is based on arbitrary gssumptioﬁs and lacks a theo-
retical framework. While estimating the incremgntality,
this study does not take .into account the "crowding-out; ef-
fects. Like the "other studies mentioned abdve, -this one
also suffers from a lack of ‘any provision of a control group

aag;baseline data for. comparing the results of the program-

me's effectiveness.
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Usher (1974, 1975) tried to evaluate the effects of

the ADIA and the RDIA programmes on investmentzgnd employ-

ment growth. For this purpose he collected two set data

- “
on manufacturing investment and employment. The first set
of data was related to all manufacturing industries, while
the second set was related to only those of the ADIA and

RDIA programmes. Both sets of data were time-series (on an-

nual basis) for the-period 1961-73. He made & comparison

between these data sets to see whether there is a continua-
tion of earlier pattern or a-significant change which can be
"attributed to these programme effects. He:argued that:

.-.comparing the. trends of manufacturing invest-
ment in Quebec, the .Maritime provinces, and the
rest of Canada and knowing nothing of the regional
incertive program, one would not quess that that
investment in the designated -regions was being

- stimulated on anything 1like the scale. of the
//’EiD.I.A. and R.D.I.A. programs. ..y.The statistics
of 'jobs created' under the RDIA program are Ssub-
ject to the same blases as statistics of invest-
ment namely that if the subsidy to a. particular
investment is redundant,. then the jobs created by
that "investment cannot . be attributed to the Re-
- gional Developmeg;\gincentiye Act for they would
have been created iw—any case.{(Usher, .1974: 38:
1975: 567). - ’ ~

The evaluation aeségn adopted. by Usher is called

"time-series™ design. - It is a better design than those
o ‘ S .

adopted@ by aboyve mentioned studies. However, it requires a

- fairly largef%imber of periodic\measurements before a pm-

gramme starts, during the pqriod 1t 1s active, and after it

: ) v &
1s completed. It should be noted that Usher covered a very

o

. =
short period of the RDIA programme operatigf. In such a

situation it is difficult to draw any firm conclusion.

C '

A\
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Woodward (1974a, 1974b, 1975) -conducted a series of

studies into the effectiveness of incentive grants, "bu; his

. -

. [
subject matter wa's slightly different from the above men-
tioned studies. He examined the impa of RDIA grants on
corporates’ expenditures for capital and labour. He found

that: ]
¢ — _
...location subsidies offered by tﬁe Department
of. Regional Economic Expansion {DRE®¥ under the
Regional Development Incentives Act (RDIA) were
shown to favour corporate expenditures on capital
more than on labour. 1In particular, the DREE sub-
sidies lowered the costs of capital by a greater
per cent than ‘they lowered the. cost of labour
(Woodward, 1974a).. Moreover, such a capital bias
‘in a microeconomic model of a firm was demonstrat-
ed to be inconsistent with the RDIA goal- employ-
. ment in depressed regions. ....DREE fails to
% achieve the greatest number of jobs, and incurs a
higher cost per new job created (Woodward, 1875:
217-18, 229).

Woodward's studies are based on well estaﬁffgggg\
principles of the substitution of factors of prodmction. He
has found that the RDIA grants'héve encouraged the- substitu-
tion’of capitél fo£ fabour. However, since the jnce ive
grants are also given on bas{s of nuﬁber of jobs to beKZre—

.gted and the designated regions in general have abundant la-
bour, there is possiﬁility that some firms may have opted
for laboyr-intensive industries.l~ Wobduard . has nqgﬁcénéid-
ered this aspeét. |

'7% Thus it is observé& that the‘ evaluation desiéns

. édopted by previous researchers are of the "retrospeétive

study of a'target group” type. The results of such an eval-

uation design are not of great validity because there are no

baseline data and provisions for a control group. In such a
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situation it is difficult'to‘ compare the results and deter—
mine ‘the programme's effectiveness. The present study, - aé
6pposed to previoué ones, has adopted'an improved evaluation
design. It is called "before-and-after study of a target
group”. This degign is applied in the present study in a
modified form and incorporétes th; use of shift and share,
and regression analysisl The format of this evaluation de-
sign is discussed in the next chapter. The main purpose and

utility of this design is to analyze and compare the indus-

‘trial structural changes and d?fferéntial employment growth

of the RDIA programme period with those of the base period,
to identify significant differences, and to determine the

impact of RDIA programme in bringing about such differences. .

N,
i



. n Chapter I1I
RESEARCH METHODOLOGY AND EVALUATION DESIGN: A
FRAMEWORK FOR EVALUATING THE RDIA PROGRAMME'S N
EFFECTIVENESS
This chapter begins with a discussion of shift and
share analysis. -The chapter, first, notes:the important

, -
studies which have applied shift and share technique fo

mgasure.rhange in industrial structure and-regional patterns
of growth, and discusses onIy Canadlan studies. Second, it
outlines the emplr1ca1 contents of this technique and notes
its 1mportant shortcomings. “Phird, it presents a brief dis-
cussion of regression anély;is”épd,Q£§Estabulation. It then
provides 'a concise outline of the evaluation designsthat was
adgpted for this study. Fipally, it examineé the data-base

and points’ out the problems that were encountered during the

compilation and arrangement of the data.
3.1 RESBARCH TECHNIOUES INCORPORATED IN EVALUATION DESIGN

-
' : J‘ ", -t
~ f . - \ AN

- v .
: -

3.1.1 Shift and Share as a Technlque of Measuring
Change I- Tndustrial Structure and Regional Patterns

¢ of GYow

“The Application of Shift and Share in Other Studies:
- —

There are many studies which have used shift and share tech-

nigue to ahalyze the change 1in industrial structure and re-

A

-

(7
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gional patterns'oi growth. The most relevant are by Fuchs
.(1959), Dunn J1960), Perloff et al. (1960), Ashby (196?);
- Steed (1967), éfilwell {1969), Buck (1970}, Lasuen-41é71),
Paraskevopoulos (1974a, 1974b), Edwards (1976), and Andriko-
poulos (1973, 1880) .- The majority of these studies selected
either manufacturing employment or industrial employment to
analyze the change in industrial structure and regicnal pat-
terns of growth, The only exception was Fuchs (1959} who
éeiected - both manufacturing employment and .value _added.
Most o thesé studies limited themselves to a sector level

" analysis 1 which they examined the growth performance of

various region The studie f Dunn (1960), Lasuen (1971),

Edwards (1976):\Andri poulos (1977), and Steed (1967) were
exceptions -in that the analyses w .e carried out at both the
sector level and tHe_disaggfegated level. - The former four
limited themselves to either a one-digit or two-digit indus-
try breakdown, whereas Steed (1967) carried out his.analyéis
at the thrée—digit breakdgwn of industrial classes.

A detailed literature survey also revealed that, to
date, there were only three studies to the author's knowl-
edge, which have analyzed the C%nadian regional pétterns of
growth in manﬁfacturing employmenE (Paraskevopoulos, 1974b;
_ Edwards, 19?6}‘and Andrikopoulqs,_l???). In order to faggl—
‘iarize ourselves with the subject matter, a brief discussion

of these studies and their ﬁiqsings.aré presented below.

’

J

N

-~

-
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Paraskevopoulos (1874b) analyzed the patterns of man-
ufactqring employment growth in Canada. ?pis analysis was
based on two occasional repofts' of the Dominion Bureau of
Statistics (1969, 1871). These reports ﬁrovided in detail
the shift and share components. of employment;chagge in manu-
facturing by provinces and counties or ceggus divisions for
two t'iule periods: 1949-1959 and 1961-1967. Qn the basis of
two components - industrial-mix and regional-share - a four-
fold classification ofiregional'employment change was pre-
sented. For example, the first category represented a; area
in which- both industrial-mix and regional-share were posiw
tive. fhe second category represented an area in which in-

&

dustrial-mix was “positive but regional-share was negative,
The third category represented an area in _which the indus-
trial-mix was negative but regional-share wasqpositive. The
last category represented an area in which both industrial-
mix and regionai;share were negative. These four categories
of counties were classified for Canada as a whole, and for
the province of Ontario, Quebec,\\igd Maritime provinces in-

dividually. 1In order to determine the changes in the indus-

trial structure, . the classification was carried out sepa-

\

* The Dominion Bureau of Statistics (1969, 1871) published
two occasional reports entitled "Growth Patterns in Manu-
facturing Employment -by Counhties and Census Divisions".
The time period covered by the first and second occasional
reports were 1949-1959/1961-1965. and 15641967 .zgspective~

.1y, These reports were based on shift and share analysis.
The manufacturing employment data used in these reports
excluded head office employees and was average for the

calendar year. . ., . .
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rately for two time periods.: 1949-1959 and 1961-1967. The
main findings and conclusions of this study may .be summa-
rized as: ¢

Changes .in the industrial structure during the two
periods indicate a substantial improvement in the
fast growing areas in the nation..... The number
of rapid~growth counties (category 1 } has been
increased from 16 in the first period to 29 in the
second period with a net-gain of 13 cpunties. In
the same period the number of countles classified
as 'lagging' or 'depressed' (categor¥ 4 ) has been
increased from 48 to 53 with net  gain of 5.
This suggests that the gap between the 'have' and
"have hot' areas has widened over the period stud-

led..... Ontario is the most dynamic region in the
nation..... Quebec exhibited a growth pattern al-
most the opposite to that of Ontario..... " The

growth pattern 1in the maritime provinces shows a
moderate improvement.

In conclusion, the wutilization of the
*shift and share' method 1in regional economic
analysis can be of assistance to the policy maker,
such as the Department of Regional Economics Ex-
pansion (DREE), in at least two ways: in evaluat-
ing the success of regional economic policy and in
helping for formulating sound economic policies
(Paraskevopoulos, 1974b: 123-125).

Using shift and share technique, Edwards (1976) ana-
lyzed changes in the British Columbia's industrial structure
during the 1961-1970 period. The analysis was carried out
for‘Ehe ten census regions within that province, and for the
twenty major groups of manufacturing industries by vyear.
The sections dealing with changes in manufacturing employ-
ment at the provincial and the <census region levels were
based on the occasional publication of Statistics. Canada

{1973). The sections dealing with annval changes in manu- .

facturing employment of British Columbia were based on Ed-

¥
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wards"own'ahalysis.' The analysis carried out at a disag-
gregated level revealéd how the sub-categories of manufac-
turing -industry‘contributed to British Columbia's growth

performance, whereas the analysis carried out at the sub-re-

. gional level indicated how the ten census regions were per-

forming within the provincial economy. The findings of this

study may be summarized as:

From 1966 onwards there was' marked deterioration
in the employment growth pattern. ....In the net
relative change component, ten of the twenty sec-
tors experienced negative balances and the - wood
and food industries were especially .- prominent in
this respect. ....During the ten year period’
1961-70 British Columbia suffered. from a negative
industry-mix component as a result of an economy
dependent upon slow growth or declining industries
or industries dependent upon world demand. ....The
Boudeville classification system suggested that
three.of the ten census regions within the prov-
ince {regions 2, 7 and 9) might need to be consid-
.ered for particular economic planning assistance
although only one of these three 1s currently re-
ceiving benefits together with. neighbouring re-
gions 1 and 3 (Edwards, 1976: 311-312, 316-317).

Andrikopoulés (1977) analyzed the manuféctufing em-

- ployment growth 1in the province of Ontario for "the period

/yési—i973. The data used in this analysis were manufactur-

ffing employment at a two-digit SIC breakdown. He applied the

shift-share model to identify three growth components: (i)

national growth, (11} industi}al-mix, and (iii) regional-

-

share. He then formulated two basic hypotheses: {i) the

regional-share hypothesis, and (ii) the industrial-mix hy-

'pothesisz First, bhe postulated that "the regional—sH%re hy-

pothesis relates the industry's regional-share component of
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employment to four basic sets of regional factors: region’'s
economic condition and market-size, agglomeration economies,

capital formation, and the "share" variable” {(Andrikopoulos,

1977: 47). Second, heé assumed that "the industrial-mix. com-

ponent of employment should be affected either by pelicy ma-

-

nipulated_variables - that is wvariables that could inject
fast growing industries in thé .province in order to compen-
sate for their ab&ve ~average of declining  indus-
tries...and/or variablei‘gxogenous to the regién - that 1is
national variables affec;ing demand and supply" (Andrikopou-
los, 1977: 49). In order to test these Hypotheses, he re-
gressed the regional-share component and the industrial-mix
component against the selected explanatory 'variableé. On
-therbasis of these results, 'he came to the following conclu-
sions: ‘ |

...relative wage rates, relative unemployment
rates, relative income, ...the distribution of in-
fra-structure investment, ...market-size, indus-
trial distribution of capital, agglomeration econ-
omies, and the share variable for the province of

. Ontario as a whole are fairly good explanatory
factors of the 'province's regional-share compo-
v nent. ...the industrial-mix hypothesis...suggests
that structural deficiencies 'in the province can
be rectified by poticies acting either on the re-
giorial distribution of capital (local infra-struc-
ture investment, natural resource policies, etc.),
or on changing the region's economic conditions
(money wage policieg, 1improving skills of labor,
etc.}.. .These po g_es may induce the expansion of
already fast gqr industries in the province
and/or the establishmenk of new promising firms in
_the industry. --.government policies attempting
future regional development should be directed to-
wards those factors-that can either alter the re-
gional distribution of.dapital and/or change the
comparative -position of the region. The present
analysis provides, we think, enough suppeort and .
new evidence concerning the shift-share model angd

/

) N

»
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its usefulness in explaining and therefore pre-
dicting regional economic growth. (Andrikopoulos,

- 1977: 58-60}. :

It 1s to be noted that out of the three Canadian case
sfudies, two of them were based on prosperous provinces,
i.e. Ontario and British‘Columbia. The study conducted by
Paraskevopoulos (1974b), although it analyzed the patterﬁs
~of growth 1in Ontariq, Quebec, and the Atlantic region, wés
based on manufacturing’ sector level analysis. It did not

analyze the structural changes in Quebec-and Maritime prov-
inces at a more disaggregated level of industrial breakdown.
It can be con;ludéd,‘ therefore, that there are no studies
which have analyzed in detail the regional economy of the

slow growing provinces of Canada.

Thé‘Applicatidn of Shift and Share in the Present
Study: Unlike the pre@ious studieé; the present research
analyzes in detail the regional economies of the sloﬁ grow=-
ing provinces of Canada. The shift and share analyses wvere
carried out at both the sector level and at a more disaggre-
gated level, i.e. four-digit SIC codes, of manufacturing in-
dustry, for the 15961-69 period aé well as for the 1970-78
period. The sector leve; analfsis revealed: (i) hdw the
prévinces wefé per?orming in the national, context, (ii) what
were the causes of their rapid or slow growth, and (iii)
whicﬁ provinces were the most troubled ones and. needed spe-
cial regional development policy? The disaggregated level

‘analysis revealed: (i) how the sub-categories of manufactur-
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iné industry were performing in a province, (ii) what were
the causes of their rapid (or slow) growth, (iii) which in-
dustries were responsible for rapid (or slow)- growth of a
province, (iv) which industries had a favourable (or unfa-
vourable) industrial mix effect in a prov1nce and (v) which,
industries had a dlfferentlal growth advantage (or disadvan-
tage) in a province? .. Finally, the shif;_and share results
of the 1970-78 period Mwere compared ;ith those of the
1961-69 period. Significant differenced in industrial

structural change, and the differential employment growth of

the slow growing provinces were then identified.

3.1.2 The Empirical Contents of sShift and Share Technlque

The idea of shift and share analysis was flrst con-
ceived by Creamer (1943), but was fully developed and en-
larged by Dunn' (1960). For‘Creamer (it was a techﬁique of
intra-regional anelysis.; He used this technique- for de-
scribing the locational shift of each industry 15 a region.
Dunn modified this technique for ineer—regionel anelysis.
He‘applied¢;his technigue to expiain reéional or subregional
economic growth performance in a nationa}-regiodai-system_or
regional-sqbregionaI system. Since early 1960s this techni-.

que has been used to agalyze both sectoral. and reglonal eco-

nomic growth or change.o It is interesting to note that in

-

* Fuchs (1959), ‘and Lichtenberg (1960) were the other con-
temporary scholarsawho also developed and -used shift and
share techingues. These technigues were somewhat szmllar
to Dunn but not exactlv the same.
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most ‘cases the sectoral and regional -Fonomic growth or
change are analyzed in terms of empioyment or value added..
There are only two cases known to the author, in which they
are analyzed in terms of population (Paris, 1970), and gross
domestic product (Norrie and Percy, 1981). Ifg usé as a
forécasting technique is also well documented (Brown, 1969,
1973; Greenberg, 1972; James and Hughes, 1973; Floyd and
Sirmans, 1973, 1975; Héllma;t—1976;‘ Hewings, 1976; Herzog
and Qlsen, 1977, 1979; and Stevens and Moore, 1980). Thus
it is evident that this Eechnique has a wide application for
regional analysis. '

The empirical content of this technigue is well docu-
mented in the works of Fuchs (1959), Dunn (1960)1 Ashby
(1964, 1970), Stilwell (1969}, Buck (1970), Paris (1970), -
Herfog and Olsen (1977), and Richardson (1879) and is,’
therefore, not discussed in this étudy. ﬁbwever, in order
to facilitaée the understandiﬁg and interpretation of this
study's results, a brief .introduction to its main features,
and analytical framework is provided. . -

-

For the purposes of this 'study, the shift and share
technique and its notations are ta¥en froé Stilwell (1969)
and Richardson (1969). This technique decomposes thé growth
or change of a regional variable, suéh as employment, into
the following three effects or components (Stilwell, 1969):

1. National growth (NG).
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2. Industrial mix or‘prépﬁrtionality shi ° —

3. Differential gro#th or di

~National Growth (NG): This component measures the

growth that results from the national growth effect; that
i1s, 1f the regionalhmanufactufiﬁg industries had grown at
precisely the same rate--as the national manufacturing indus-

try. Algebraically it may b@‘express;duas:

NG = B (B /E ) - B . L (1)
% ﬁherqé% ) ) .
) Eijo is employment in manufacuring industry ifin\
region j in the base year. _ AN
Et. is employmeng in all manufactgrind induétr;es
in all regions in the terminal year.
E, is employment in a}l manufacturing industries

in all regions in the base year. N

‘Industrial Mix (IM):. This component accounts for em-

ployment growth in a-region that results from its industrial

-~ composition atégﬁhe beginning of the study périod. It is

PR
e

t* Industrial mix, industrial composition, industrial struc-

t. _ .

qug, and proportionality shift are used as synonyms in:~
thestex )

** Diffkrential growth, differential shift, . and regional-

shar re alko used as synonyms in the text. At certain
places the erm "differential growth advantage®™ " is ‘used
for positiwe differential  growth, and "differential
growth disadvantage™ for negative diff%ren:ial growth,
. . A
, ‘

W
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noted by Stilwell that if a region has an above average

proportion of national-s;ow*growing industries, it will ex-

‘perience a negative industrial mix. Conversely, if a region

is specialized in national fast-growing industries, ‘it will’
L

.experience a positive fndpstrial mix. Andrikopoulos (1977)

notes that the 1industrial mix thus should be affected by a
. . ; L. " &
government policy - that is trying to inject growing indus-

tries in a region to compensate for that region's above av-

b

erage proportion of declininé dustries. It may also be

affected by the national demand a supply conditions. ¢ Al-

gebraica%®ly industrial mix effect may be expressed as:

- 2
[(E_t/E_ ) (Et/E )1 E {(2)

IM =
ij i io o ijo
-ﬁhere:
E,  is employment in manufacturing industry i'io
all regions i# the terminal year. . -
Eﬁo .Eo employment in manufacturing tn?ﬁstry i im

all regions in the base year. , }

The rest of notations are the same as ment:oned above:

-

Differential Growth (DG): This . component measures

employment growth in a reglon that results from dlfferentlal

-growth of employment in its 1ndustr1es- that is, faster or'

slower than their national counterpart.- A posxtlve dlffer-
ential growth results when .1ndustr1es in -a reglon elther

gq0w more rapldly £3 decllne le§§ rapldly than thelr natlon—-
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. al counterpart. A negative differential growth results when
_industries in a. region either grow less rapidly or decline

M ) - - 1 +
more rapidly than their national counterpart. According to

Stilwell (1970) ‘and Andrikopoulos (1977) the differential

growth can be interpreted aé resultigg from the following:
(i) a government policy that is providihg incentive gfaﬁts
to attract private investmeni, creafe new jobs,'and inc;ease
access either to inputs.of’markets, (ii) comparative advan-
tages (i.é."low cost’ pf‘raw météfialé,'energy, transporté-
tion and labour, nearﬁess to ﬁarketﬂ well developed infras-
tructure, and agglomgigtibn economies),. (1ii) availability

- ! - . . ) S
of local demands (size of market), and (iv) the mulg}plier

effects of other local dgveldﬁments. When these factors are

present in a province, the similar industries may grow fast-

er in that province than elsewhere in Canada, and*thus the

S .

province may experience positive 'differential shift.. This

_gyudy examines the impact 65 oqixv;oné’government poliéy-f

{i.e. "the RDIA programme) on the ‘différehtial employment

growth of the slow growing provinces.- Algebraically it may
be expressed as: K
DG., =E . - [(E, /E_)E ] \ (3)
ij ijt it io ijo
Where:

E._t is employmens in mapufacturing industry i 1in
4 * 1 J . ) .
region j in the terminal year.

The rest of notations are the same as mentioned above.

)

'3
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Net Total Shift (TS): It is to be noted that the al-

gebraic sum of.’the three growth componeh;s' of shift and
share analysis is egual to the‘gabsolﬁtg'grogth or change~fn
employment of a Iregiaﬁ during the period studied (that is,
tqtal emplayment in all manufécfuring industries of a Fggion
i; the términal]}ear minus total.employment in all manuféc-
turing induétriés of that région in the base year =" NG + IM
+ DG). Similary, algebraic sum of industrial mix (IM) and

differential growth (DG) components fgg>psents net total

shifet. It measures growth in employment that,results from
: ; oy

the combined effects of~.industrial. mix and differential

growth components. The net total shift (TS) may be ex:/

pressed as:

TS, = (IM, + DG .) =E_ - [(E /E JE ] (4)
RS 1] 1j ijt - t o ijo
Where:

-

All notations are the same as mentioned above.

-

‘Modifi;ation to Standard Shift and Share Technigue:

"An examination of equations 1 to 4”reveals that all weights

are based on the industrial structure at the beginning of

the period. This goinf(ﬁas noted by Fuchs (1959}, Dunn
) !

' {1960), Thirlwall (}éeil/}and Stilwell (1969). Stilwell has

- pointed out that tﬁg/standard-shift and share technigue does

not account for the changes in industrial structure that may
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P

have taken place during the period studied. In order to
- b
take into account such changes, he has suggested the follow—

ing three modifications to the standard shift and share

technique: : 4
1. Reversed proportionality shift (RP).
2. Proportionality modification shift_ (PM).
3. Residual differential shift (RD) . : -

Reversed Proportionality Shift (RP}: This component.

.measures the employment growth in a region that results from

its industrial composition existing at the end of the period

N—m
under considerat{;;T\‘ﬁ}ggbraically it may be expressed as:
RP = [(E/E)-(E /E )] E - (5)
ij o t io it ijt

Where:

—

All notations are the same as mentioned above.

Proportionality Modification Shift (PM»" This compo-

nent measures the employment growth in a region that results
from the region having modified 1its industrial mix during
the period wunder cpnsideration. A positive PM indicates
that the region has increased its specialization in national
"growth"™ industries. Conversely, a negative PM indicates
that the region has increased its specialization in national
"declining" industries. The proportionality modification

shift (PM) is obtained by subracting the industry mix effect
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/
(IM) from the reversed proportionality shift (RP). Algebra-

ically it may be expressed as:

RP. .- IM,. (6)
ij ij
[((EO/Et)-(EiO/E it) )Eijt]-[ ( (Eit /Eio )-(zat /Eo) )Eijol

PM .

Where:

All notations are the same as mentioned above.

Residual Differential Shift (RD): This component,

similar to the differential growth (DG), also measures em-
ployment growth in a region that results from differential
growth of employment in its industries; that is, faster or
slower than their national counterpart. However, it does
not take into account the employment growth resulting from
proportionality modification shift (PM). It is obtained by
subracting proportionality modification shift (PM) from the

differential growth (DG). Algebraically it may be expressed

as:
RD . = DG..- BPM (7).
1] 1] ij
=TS ~ {IM + PM )
- 1] 1] 1]
= TS .- RP
1] 13
=[s_ ., -((8 /E )J)E _ }]-[((E /E )-(E E ))E
[ ijt t/ o ijo 1-1 0/ t io/ it i.jt:l
Where:

All notations are the same as mentioned above.



Thus the shift and share technigue is a statistical
procedure which summarizes information concisely. The com-
ponents of this technigue do not measure the growth or
change in absélute terms, but‘in relative terms. Since the
sum of all positive and negative shifts in a fmtion is zero,
the sign gnd magnitude of each shift indicates the effect of
growth or change in each région relative to the nation.

Shift and share technique is wused in this study to
analyze the changes in industrial structure and growth in
employment of the slow growing provinces of Canada. A de-
tailed literature survey has revealed that it 1is a popular
technique for such type of analysis. The main reasons for
its popularity are 1its simple data requirements, and the
ease in calculation and comprehension. The technigue, how-
ever, has certain limita®ions which are widely aiscussed in
the works of Dunn (1960), - Houston (1967),' Stéed (1967),
Mackéy {1968), Brown (196%), Buck {(1870), and Randall
(1973). These studies have identified the following weak-
nesses of this techniqué.

Controvers& exists on its theoretical content which
is extensively discussed in sources like Stilwell (1970),
Hellman (1975)1 Chalmers and Beckhelm (1976), Berzeg (1978),
and Andrikopoui;s (1977, 1980). Houston's (1967) objection
is that shift and share technigue does not. provide a theo-
retical explanation of differential'growth in a region. In

response to this objection Stilwell has mentioned that this
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is vali@ so long as its- proponents argue that it does. He
has further noted that "shift and share is not of itself a
theory of regional growth, it does integrate fairly well
with some, but not all, oﬁ the established theories,
...1t...1s...as an ancillary devicé rather than és an at-
"tempt to describe growth process™ (Stilwell, 1970: 453).

_ Mackay (1968) has pointed out that shift and-share
teéhniéue is based on the assumption that proportionality
shift and differential shift are independent. Thus, this
technigue does not take into account the industrial linkage
and  other .multiﬁiier e{fects. It is arqued by Nagarajan
(1980) that industrial linkage will cause an under-estima-
tion of proportionality shift. In such a situation propor-
tidnality shift can be regarded as the minimum estimate of
industrial composition effect. |

Another criticism leveled at shift and share techni-
gue is that 1its results vary depending upon industrial
breakdown.  Buck (1970) had demonstrated that at the Order
level of 1industrial classification this technique produces

larger differential shift and smaller proportionality shift,

whereas at the Minimum List Heading (MLH) level of industri-

-

-

al-classification it produces smaller differéhtial shift and
larger proportionality shift. In the ca;e‘of‘g further in-
dustrial breakdown leading up to the firm level; it produces
zero differential growth. Thus "the finer the better” con-

cept, as suggested by Dunn, cannot be accepted. For the
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purpose of this study, between the two extremes, the indus-
tri?l breakdown at the MLH (i.e. four—-digit SIC codes) is
coﬁ?idgred to be reasonable.

- It is pointed out that because of fluctuations 1in
business cycles, the choice of initial and terminal years of
the period under—obsérvation‘has some bearing on the results
of-shift énd share'aﬁalysis. In this respect it is argued
that sincg all measurements are done relative to the nation-
al growth rate, the results of shift and share may not be
disﬁortea unless there is too much variation between region-
al and natiocnal businéss cycles. However, this possibility
is not examined in the present study.

It is noted-by Dunn that the shift and share techni-
que does not take 1into accoun£ the changes in industrigl
structure during the period under COQFideration, because the
weigﬂting of all 1its components is based on the industrial
composition at the beginning of‘the period. Therefore, the
longer the time periéd, the higher the distortion 1in the
proportionality shift effect. Since the total time span of
eighteen years (1961-1978) 1is egually divided into two nine
year periods {1961-69 and 1970-78), this. would not be a
problem in case of the present study. Secondly, in order to
take into account.the changes in industrial structure during
the periods under consideration, a modifiéd shift and share

technigue (as suggested by Stilwell, 1969) 1is applied in

this study.
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3.1.3 ° Reqression Analysis and Crosstabulation

Regression Analysis: Another statistical techhigye

used in this study is rééressibn analysis. It provides the
direction and strenéth.of-relationship between a dependent
variable (¥) and a set of independent variables (Xl . XZ’
...xni, the estimafed values of a dependent variable (Y),
and also indicates Qow much of the variation in a dependent
variable (Y) 1is explained by the joint linear'inflﬁences of
independent variables {(Xs). The direction and strengtﬁ of
relationshibs'are revealed by its simple coefficient of cor-
relation or r. The sign of r indicates the direétion bf‘re-
lationship, whether positive or negative, while the absolute
value of r shows thé relative strength of the relationship.
The value of R sguare or «coefficient of determination indi-
cates how much of the variation in a dependent variable is

accounted for by the joint influences of independent vari-

ables. The value of regression coefficient or B indicates

the expected change in Y which a changé of one unit in X .

produces. The actual algorithm of regression’ analysis is
not discussed in this study because the computation is~done
by computer using the "subprogram regression™ of Statistical

Package for the Social'Scientes.(SPSS, 1970, 1979}.

For determining the degree and direction of the RDIA.

‘programme effectiveness in stimulating differential growth

of employment, the expected new jobs are considered as inde-

&

peﬁdent variable (X) and the differential growth of employ-
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ment (DG)*? as dependent variable (Y). A total of seven re-
gression analyses are performed, one for each of the slow
growing provinces. The results of' these analyses are dis-
cussed in the next chapter.

Crosstabulation: This proceduré provides a joint

frequency distribution of cases according to two or more
classificatory variables. The actual algorithm of crossta-
bulation, similar to that of regression, is not discussed in
this study because the computation is done by cémputer using
"the "subprogram crosstabs™ of the SPSS (1970, 1979). This
procedure is applied in the present study to examine the
distribution patterns of RDIA assisted establishments. It
produced a series of tables which are discussed in Chapter

IV. -

3.2 THE EVALUATION DESIGN ADOPTED IN THIS STUDY

The evaluation design selected for the present re-
search 1s thé modified before-and-after study of a target
group. It is applied in this study for the following pur-
pose: (i) to examine industrial structural change in the
slow growing provinces during tﬁe 1961-69 period 1in which
there was no RDIA programme as well as for the 1970-78 peri-
od in which the programme was implemented, (ii) to identify
significant differences in the Industrial structural change

as well as in the differential employment growth by means of

13 The values for .differential growth are obtained from
shift and share analysis. :
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' comparing the results of the 1970-78 period&with those of
the~lg§l-69 period, and (iii) to determine the impact of
RDIA programme in bringing about guch industrial structural
changes as weli as in stimulating differential employment
.growth in the slow growing provinces, and hence fulfilling
1ts objectives, According to the explicit assumption of
this design, these differences are solely the fesult of the
RDIA programme, However, there is a possibility that these
differences may have ‘occurred due to other competing pro-
grammes or factors. At this point the real problem is to
determine which developments are due to the RDIA programme
and those which are due to other programmes. This could
have been easily determined if data for other competing pro-
grammes were available and there was a control group. In
absence of a control group and data for other competing pro-
grammes, the RDIA assisted establishments (a subset of the
1870-78 périod) are examined to determine the extent to
thch these differences are the result of the programme (see
Figure 3).

In order to carry out this evaluation task, manufac-
turing employment and value added data were collected for
two time periods: {i) 1961-69, and (ii) 1970-78. -“The first
period represents before conditions or baseline data which
are unaffected by the RDIA programme initiation. The second
- period shows the after conditions or target data which are

supposed to be affected by the programme's :implementation.
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In order to examine the patterns of inéustrial structural
changes and differential employment growth, shift and share
analysis was carried out separately for the first period and
for the second period at the sector level as weil as at a
more disaggregated level, i.e. four-digit SIC, of manufac-
turing industries {see Fiéure 3, the left hand side). On
the other hand, for determining the impact of RDIA programme
on the structural change and the differential employment
growth, first, crosstabulations were produced at the sector
level as well ag at a more disaggregated level of manufac-
turing industriest\apd, ;econd, the differential employment
growth (again at foufldféit SIC) was regressed against ex-
pected new Jjobs to be created by RDIA assisted establish-
ments (see Figure 3, the right hand side). The crosstabula-
tions revealed the distribution of RDIA grants among the
slow growing provinces as well as among types of industries
(i.g. national growth industrigs, national declining indus-
tries), types of projects {(i.e. new plants, new product ex-
pansion, expansion, moaernization), and size of establish-
ments (i.e. small, medium, large) within the province. It
is this type of analysis which can help in explaining struc-
tural changes and differential employment growth of a prov-
ince. For example, a significant improvement in the indus-
trial structure of a province may be the result of (i) a
very high proportion of grants provided to national growth
industries which did compensate for the above average pro-

portion of national declining industries, (ii) a very high
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proportion of .grants given to new plants and new product
expansion which may have ‘been put easily ih the direction of
cﬁanging patterns of demand, or the vast majority of.which
were In the national gro;tﬂ secfors for yhich demand was ex-
panding, and (iii) a very high prbportion of grants offered
to small and medium sized establishments yhicﬁytend to be
innovative, indigenous, and more 5obs creating, or the vast
majority of which were in. high technology and national
growth sectors for which demand waé expanding. Having ana-
lyzed the structural changes, differential employment
growth, and the distriéution of RDIA grénts, the following
procedures were adopged to determine the impact ‘of RDIA pro-
gramme in changing'the industrial structure aﬁd stimulating
differential employmg%t growth of a province.

As shown in Figure 3, the shift and share results of
1970-78 period were compared with tﬁose of 1961-69 period,
and significant differences in net employﬁent growth (tot?l
shift) of a province were identified. This difference may
have resulted from some change in its industrial composit%gﬁ
{industrial mix effect), proportionality modification shiff,
and differential growth. In case the industrial mix effect
and theﬂproportionality modification shift were responsible
for such éifference, an attempt was made to determine wheth-
er it was because of the pre-existing industrial structure,
and/or the RDIA programme. At this point the distribuﬁion

patterns of RDIA assisted establishments were examined to

provide evidence ({(see Figure 3). For instance, 1in a prov-
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Figure 3 .
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ince, if a2 ‘significant 1mprovement in the 1industrial -

structure (hlgh positive 1ndustr1al mix effect) was associ-

ated ‘with a very high proportlon. of grants in -national

_growth.industries, it can be said'that to somE‘EXtent this
improvementlin the industrial tructure may, have resulted
- from the RDIA programme Wthh 1n3ected natlonal growth in-
~dustries in the prov1nce. ' |

In casehthe differential growth effect was'responsi-
: ble for such difference, an attempt was made to determine
whether it was because of the RbIA programme,_ and7or other

factors.~ At this p01nt also the dlstrlbutlon patterns of

RDIA assistea establzshments were examlned to provide evi-

'dence (see Figure 3). For eéxample, in a province, if na-.

tlonal-growth 1ndustr1es had a comparative advantage (posi- -

tzve d1fferent1a1 growth) in a province and had received a

very hlgh proportlon of grants, it may Be indicative of -the

fact that _the RDIA programme, was.successful 1in allocatinéf

-~
o~y

_its resources to the. industries which .were doing well in the
prov1nce, and thus the programme may have stimulated dszer—

ertial employment growth 1n that province. Furthermore, the

tries was regressed against the new jObS to determlne the
degree and dlrectlon of assoc1atlon between them, and thus
to assess the success Of the programme. Finally, the stan-
dardlzed re51duals were examined. to 1nvestlgate other poss;-

ble factors affectlng the dszerentlal employment growth in

_the province.

-~ R : ~

r\

d;fferentgal growth 1in employment. of the rec1p1ent 1ndus—.

o

7

™~
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Thus, on the basis of these analyses and comparisons,

- . S : . L
general conclusions - were drawn about the effectiveness of

the RDIA programme in changing the industrial structure and

stimulatiné'differentiil employment growth in a province.

3.3 EVALUATION OF THE DATA BASE

In order to analyze the patterns of change in indus-
trial strugture and employment growth, data on manufacturi?é

employmenf-‘and value added were obtained from  Statistics
Ty -

- ' s . [} . . ..
Canada,<;anufactur1ng and Primary Industries Division. The

o N .
alternative -sources of ‘these data were "user gupplied com-

pu;er tape” (pﬁblic tape), and "Manufacturing Industries of

Canada: - -National and Provincial Areas™ - Catalogue No.

-31-203 annual.!® Because of the confidentiality provisions

.

of &he Statistics Act,'* these sources did not contain em-
ployment and value added ‘data for each and every detailed
industrial disaggregation (i.e.. the four-digit SIC codes).
An attempt was made to overcome this problem by obtaining
user specified tabulations from Statistics Canada. Although
Statistics Canada provided the da£a in the form of four-dig-

it SIC codes, they were sligﬁtly modified, i.e. 2 new 'indus-

13" This annual -volume is published under various names since
1961. Between 1961 and 1968 it was called Manufacturing
Industries of Canada, while between 1969 and 1971 it was
called General Review of the Manufacturing Industries of
Canada. From 1972 onwards it was entitled as Manufactur-
ing Industries of Canada: National and Provincial Areas.

14 For \#mrconfidentiality provisions . of the Statistics Act
see Statistics Canada (1978), Catalogue No. 31-203 Annu-
al, pp. XVI - XVII.



o

g2
"trial category code was added to the file (SIC 9998). It
contained the aggregated data for (i) all industries for -
which disclosure limitation existed, (i11) the industries
haﬁing zero values in either the initial or terminal year of
the period studied, (iii) the new industries that were in-
troduced during the perfga covered, and (iv) thé—zndustries
for which provincial ehployment was accounted for by a sin-
gle firm. This procedure facilitated the calculation of
shift and sha:e statistics not'only for non-confidéptial in-
dustries, but alsé for confidential. industries (hereafter
called the grouped industries) in aggregated form. ~ This,
however, was at the cost‘of a loss of detailed information.
Quebec, with its broad industrial base, was . the province
least affected by this procedure. Conversely,; Prince Edward
Island, with a narrow industrial base, was the province most
affected. The other provinces . were moderately affected by
this procedure. This loss in detailed information was ac-
ceptable on three grounds. First, it was de%irable to ob-
tain detailed data coverage but the confidentialfty provi-
sions ¢of the Statistics Act made this impossible. Second,
in most cases the proportionrof total employmenf accounted
~for by the grouped industries was not Qery large; e.q. %n
1978 the grouped industries of Quebec accounted for only
12.0 per cent of its total employment (see Table 1). Third,
it was anticipated that aﬁ overall performance. cf the

grouped industries might indicate its importance and provide
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some insight for future research. Thus the sources of data
used in this study were the best available.

The employment and value added data wused in this
study ﬁere for total activity.,?®® Before being included into
final analysis they were arranged in ascending order accord-

ing to thevfour-digit SIC‘codes. For the 1961-69 period a
.o :

total of twenty-six data matrices were prepared, two for
eaeh province, ' region, and territory. Of the twenty-six
data matrjces, thirteen were Sased on employment, = and an-
olﬁér Lhibteen were based on value added. in the same fa-
.sh@on a‘tqtai of'twenty—six' data matrices were prepared for
the 1970-78 period. Thus_for both pericds, a total of fif-
ty-two daté matriées were prepared and included in the shift
and share—analysis.“'Eéch data matrix had a dimension of m

industries by n years of employment or value added.'’ In the

-

* The total activity .employment’ includes manufacturing pro-
~ duction and related workers as well as administrative,
office and other non-manufacturing employees. Similarly,
the total activity value added- includes value added by
manufacturing activities as well as other related non-
manufacturing activities.

** Although shift and share ratios were calculated for On-
tario, Alberta, British Columbia, and the territories,
they were not discussed here, as this study limited it-
self to the slow growing provinces of Canada. The main
purpose of analyzing these provinces and territories was
to have an overall idea 'of their performance in compari-
son of the slow growing -provinces. The statistical de-
tails of these provinces may be provided upon request.

7" The "m" or number of 1inudstries varied from one province
to another mainly because of differences-in their indus-
trial base and the confidentiality provisions of th® Sta-
tistics Act.” The "n" or number.of years egualed four:
i.e. provincial - (i) 1initial year, and (ii) terminal
year employments; and the natiomal (Canadian) - {iii)

-

N



Table 1

Distribution of Manufacturing Industries by Province

I 11 11X v y VI

Province NTI NNCI SENCI NGI oEGI
1978 70-78 1978  70-78 1978
1. quebec Tles 127 88.0 s 12.0
2. Newfoundland =~ 68 6 72.2 62  27.8
3. Manitoba 146 S0 61.3 96 38.7
4. New Brunswick 117 17 52.7 100 47.3
5. Nova Scotia 107 23 45.8 86  54.2
6. Saskatchewan 105 16 43.3 89 56.7
7. Prince Edward Is. 4] 3 38.8 38 6l.2
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Number of Total Industries Reported in 1978.
Number of Non-confidential Industries:
the Grouped Industries: 1970-78.

% of 1978 Employment in Non-confidential Ind.

1970-78.

% of 1978 Employment in the Grouped Industries.
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first of these periods the industry definitions were that of
the 1960 SIC revision (see Appendix B), whereas in the sec-
ond period they were based on the 1870 SIC revision (see Ap-
pendix C). While preparing-data matrices, the most detailed
industrial disaggregations {i.e. the four-digit SIC codes)
were used, except in a few cases where the three-digit SIC
codes®* were used to retain comparability of industry defi-
nitions for the period concerned.

The "Monthly Report to Parliament én Regional Devel-
opment Incentives” was the sourée of data on establishments
which had received ﬁDIA subsidies. Its méin-purpose is to
provide parliament with up-to-date information on the opera-
tion of the programme. It contains summary statistics for
all establishments from the inceptioﬁ of the programme until
the end of the month in guestion. It also contains a de-
tailed listing of essential facts ke.g. name of company,
plant location, product or process, type of project, expect-
ed eligible cost, expected direct new jobs, and estimated
amount of incentive) for each accepted offer during that

month. For the 1970-78 period a total of 108 monthly re-

initial year, and (iv} terminal vyear employments for a
particular time period.

'* The industries for which the three-digit industry defini-
tions were used are SIC 2540, 3050, and 3990. The SIC
2541, 2543, and 2544 were grouped as SIC 2540. The SIC
3051, and 3059 were grouped as SiC 3050. The SIC 3991,
3992, 3993, 3994, 3996, 3998, and 3999 were grouped as
SIC 3990. Although the number of inudstries varied from
one year to another, there were 169 four-digit manufac-
turing industries reported for Canada in 1978 but after

~grouping done, there were 160.
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ports were obtained from DREE. The data contained in these
reports were coded- in computer readable form for easy han-
dling and the carrying ALt of subsequent statisticai analy-
ses. While coding data the accepted offers weré arranged in
asﬁending order according to £he month apd year of their ac-

ceptanbe." For exam , the acceptéd offers iﬁ-January 1970
were entered first, Eii%}owed by those accepteé in February
1970 énd so on. In th{s wéy an input file was prépared for
the 1970-78 period, which consisted of 6;079 accepted of-
fers.?*® N | |

At the timeA of the preparation of the'input data -
file, 2 few problems were,encountéred. The monthly reports
did not <contain numeric codes for products or processes,
_types of prdjéct, .plant location, and the accepted offers
that had:been ~declined. ~ This problem was overcome by as-
signing numeric codes. = The revised Standarg Industrial
Classification-Manual of 1970 '(Catalogue No. 12-501E) wa§

used to assign the four-digit SIC codes for the products or

processes. In the. case an establishment produced more than

'** In each monthly report the accepted offers were arranged
in alphabetical order according to the name of companies.
This order was maintained.

*° According to DREE (1979k) there were 6,077 accepted of-
fers during the 1970-78 period, but according to my input
file there were 6,079 offers. This difference was due to
the fact that the Sidbec company, having three different
types - of projects at three locations, was considered
three separate cffers instead of one. Of the 6,079 ac-
cepted offers, 943 offers were subseguently declined or
withdrawn, thus there were 5, 136 net accepted coffers dur-
ing the 1970 78 perlod
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one produc£ or process, it was assigned- the SIC code
according to the first product or process reported 1in the
monthly report. In some cases it was difficult to assign an
SIC code, because the names of products or processes repori-
ed were uncommon and were not found in the revised SIC Manu;
al. -This problem was overcome by checking- the names from
the detailed lists of the SIC manual and the Industriai Com-
modity Classification (ICC) manual which were obtained from
Statist;cé Canada. When reporting the offers accepted and
Subsequently declined ‘or withdrawn, it was found that oﬁly
the name dfxggmpanies, plant_}ocation, and the date of pre-
vious report were listed. This metﬁod of-reporting created
problems in five pair of cases which ﬁad the same company
name and same plant location. Here the.basic problem was to
decide which one’ of the paired cases declined or withdrew.
In such a situation the one case which was listed girst was
considered ﬁo be declined or withdrawn. Another prdblem as-
sociated with this method of reporting related to the date
previously reported. There were six declined or withdrawn
cases which were not found in the monthly report of the date
mentioned. An attempt was made to overcome this problem by

contacting the industrial incentives branch of DREE. One of

the officials of DREE mentioned that sometimes the name of a

company and even the plant location are changed after they
are reported in a monthly report. The "up-to-date file con-
tains only the latest information and so it _is very diffi-

cult to trace out those six declined cases. In such a situ-



98

ation there was no other choice, except to include those six

cases into the category of net accepted offers. At this

| boint the most likely question was to what extent &he inclu-

sion of these cases was going to'affeét the results. It was

thought that the. results wéuld notlbe significantiy affected

because these were very few in number. - Exéept for these,

there were a few minor problems associated with printing er-

rors. These problems were again resloved by consulting the
industrial incentives branch of DREE. .

Before proceeding with the analysis an attehpt was
made to check the input data file against other reports of
DREE. The correspondence between these_data and those of
DREE was remarkably close.?! The data on eligible cost, di-
rect new jobs, and amount of incentive used in this study.
are expected or ' estimated at the time when the offers were
accepted. They are not the aCQpal’ior approved data at the

time of project completion.?? 3 formal request was made to

** Minor - differences may be found™ between the cumulative
statistics for net accepted offers.of this study and that
of DREE. One obvious reason is the inclusion of six de-
clined cases into the category of net accepted offers.
Second, the cumulative statistics presented in this study
are based on the original monthly reports from January 1,
1870 to December 31, 1978, whereas those of the DREE are
based on time to time adjustments which recognize the
difference between expected at time of offer and actual
at time of project completion. . ’ '

* It may be possible that at time of project completion the
eligible cost, direct new jobs, and amount of incentive
have materialized as expected or may have materialized in
either reduced amount or increased amount. . This study
has taken into account the expected values as reported in
the monthly reports, not the actual values, as such data

<were not provided by DREE. .
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DREE for providing information on éctual number of-jobs cre-
atéd, the number of projects completed as. of Dgcember 31,
1978, the percentage of local resources utilized by an as-
éisted projéct, the percentage of output sold outside the
province, the ownership of a project, the number of males
and females employed in the project, and their wage and sal-
ary. Although most of this information wasrcontgined in th;
master file of DREE, it.was not provided.®® Under these liﬁk
itations, the data used in this.study were the best availa-

ble.

*3 In response to my reguest for data, the Minister of DREE
gave two reasons for not providing data - confidentiali- |
ty, and the cost involved.



Chapter IV
PATTERNS OF STRUCTURAL CHANGE AND EMPLOYMENT
GROWTH: SOME EMPIRICAL EVIDENCE OF THE RDIA
PROGRAMME'S EFFECTIVENESS

This chapter diséusses.the empirical results and
tries to explain the changes in industrial structure and em-
ployment growth of a province in iight of its past industri-
al development and the federal government policy measures,
especially the RDIA programme.—. It examines the structural
changes and growth in shift/share terms; that ;s, net total
shift, proportionality shift (industrial mix), differential
shift (differential growth), and propértionality modifica-
tion shift. The structural changes and differential employ-
ment growth are examined at both the manufacturing sector
level and the disaggregated level (four-digit SIC codes).
The examination at the sector level provides a general idea
of the province's performance in the national context. How-
ever, it hides some important information. For example, a
negative differential shift at the provincial level conceals
positive differential growth in some sub-categories of manu-
facturing industry. The examination at a disaggregated lev-
el overcomes this problem and enables one to identify the
following: (1) the sub-categories which were responsible for

rapid or slow growth of the province, (ii) the allocation of

- 100 -
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RDIA grants among these categories, and (iii) their perform-
ance in the province.

Order for the Presentation of Results: The chapter

consists of-seven sections, one for each province included
in this study. Each section examines the pattern of net em-
ployment growth (total shift) in a province during the
1961-69 period as well as the 1970-78 period. The section
then identifies the signiéicant employment growth differenc-
es between the first and the second periods, which may have
resulted from the combined effects of industrial mix (pro-
portionality shift), differential growth (differential
shift), and proportionality modification shift, or due to
one of the three growth components. In those cases where
the industrial mix effect and the proportionality modifica-
tion shift are responsible for such differences, it tries to
determine whether this resulted from the pre-existing indus-
trial structure or whether it was the RDIA programme which
injected a number of manufacturing industries in 'the prov-
ince. In those cases where the differential growth 1s re-
sponsible for such differences, it attempts to determine
whether this is because of the RDIA programme or the result
of some othef factors such as comparative advantages, popu-
lation migration, local developments, and other federal-pro-
vincial policies and programmes (i.e. General Agreement on
Tariffs and Trade, implementation of quota system, and tax

reduction’. Finally, it provides an overall view of the
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RDIA programme's effectiveness in changing the industrial
structure and s;inlating differential employment growth in -
a province.

Ay
Data Considerations: Before actual analysis of indi-

vidual pfovincesv//;t is important to mention a few problems
f%af’g;g\\efigpdgted with the data. When discussing the
EféLctural changes and employment growth at disaggreéated
level of ‘manufacturing industies, it is rather surprising to
see very few numbers of industrial categories, éspecially in-
the case ¢of Prince Edward 1Island. For example, there are

only two groups of industries for the 1961-69 period (Table

-5-A), and only four groups of industries for the 1970-78

period (Table 5-B). 1In fact, there was a much higher number
of industries in thg province. In 1978 Prince Edward Island
had forty-one industrial categories for which employment
data were reported {see Table 1). O©Of the forty-one, the em-
ployment data for thirty-eight industries were confidential
or were not reported either for the initial year or.the ter-
minal year of the period 1970-78. Since the individual data
fOr.these industries cannot be made public, they were aggre-
gated and shown under one g}oup;_ that 1s, the "grouped in-
dustries”. The shift and share statistics were calculated
before being aggregated to overcome the aggregation probleﬁ
that arises in shift and share calculations. Thus the
"grouped industries” category shows - the overall performance

of the thirty-eight industrial categories and thus masks the



performance of individual industrial categories. 1f these
had been known ‘ it ﬁould have been much easier to identify
the 1mpact of the RDIA asszsted establzshments on the econo-
my of Prince Edward Island.r S1m1larly, confidentiality was
a major problem in the case . of other provinces which have a
narrow industfifl base, i.e. Méritime‘provinces. This, how-
ever, appears tp‘ be a common problem for -all economic re-
searchers, “as ev1denced by comments made by George (18708),
and Edwards- (1976). ' R |

In the present study, value added was included as a
supplement for explaieiné the patterns of regionel growth.
- Its inclusion was considered necessary beqadgé& an examina-
tion of regional - groyfh.in terms of e?ploymen;_ may give an
erroneous impression. ' For instance, a regiép_specializing
in labourfsaﬁihg—h}gh proauctivify_ihdueﬁries\\ggf show poor
performance in terms “of employment growth, but -might well
exgg;}ence fastef ecpnomic~growth;_twhen measured on a value
added basis. However, a compefisoq'of fesults at the sector
level revealed thét’ during"tﬁe‘second period a majority of
slow growing prov1nces experlenced net inward shifts (posi-

~

. tive total shifts)- -in manufacturlng employment which were
proportienal.in. scope to. those -ocqurr;ng when value added
totals were used (see Column III " of Tabies 2-A, 2-B, 3-a,
'3-B.as well as Figures 4- A, 4 B S—A IS—B ‘net total‘shift).

The only-exceptlons to this pattern were Prince Edward Is-

land and New- Brunswick whlch experienced net outward shift

o7
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| FIGURE 4-A: PATTERNS OF EMPLOYMENT GROWTH
;"IN RDIA DESIGNATED AREAS BY PROVINCE:
|  ~ 1961-69
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FIGURE 4-B: PATTERNS OF EMPLOYMENT GROWTH

IN RDIA DESIGNATED AREAS BY PROVINCE:

IN THOUSAND

JOBS
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1970-78
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Table 2-A
] . 7 . =
Patterns of Eaployment Growth by Province end Region: 1961-69
1 11 111 1v v vl VIl
Province/Region NG 15 IM oG PH RD
1. Newfoundland +2351 +97 =115 +212 +134 +78
2. Prince Edward las. +401 +524 - +19 +305 +1 +503
3.-Nova Scotis +6638 -1231 =817 -41& -140 =274
4. New Brunawick - +5471 +581 -80S +1385 +67 +1318
A. Atlentic Region +14862 =30 +£59 =99 +22 =121 -
B. ,5. Qusbec +107975 -31491 -17614 -13877 +2379  -16256
C. 6. Ontario +152405 +34300 36710 -2411 -10431 +8020
7. Manitoba +9987 -2404 =857 =-1546 =101 -1445
8. Saskatchewan 3234 -1522 -l188 . =334 +296 -630
9. Alberta +9523 +2918 =792 +3709 +314 +3395
D. Prairie Region +22744 -1008 -49 ~939 =340 =598
E. 10. British Columbia +24706 -1803 ~4907 " +3104 +1378 +1727
- Territories - +35 +32 o +32 ] 32
CANADA - +322727 1] Q C 0 0
Index:
NG=Naticnal Growth,
15=Net Tetal Shift. ’
IM=Industriel Mix or Proportionality Shift.
OG=Differential Growth or Differential shift.
PM=Proportionality Modificaetion Shift.
RD=Residual Differential Shift.
Table 2-8
Patterns of Employment Growth by Province and Region: 1970-78
I 11 111 Iv v vl VI
Province/Region NG . 15 IM DG PM "RD
1. Newfoundland, +1210 +2044 +1056 +988 +52 +936
2. Prince Edward Ig. +254 =171 +1l6 -287 =90 -197
3. Nove Scotin +2990 +1417 +495 +522 =116 +1038
4. New Brunswick «2702 -186 +598 -884 -439 =445
A. Atlantic Region +7155 +3105 +2960 +145 -389 +534 -
8. 5. Quebec +48321 = =38%942 =17587 21355 +356%  -24924
C. 6. Ontario +75809 -l641  +13049 -14690 '-2828 -11862
7. Manitoba +4578 +73 -87 +160 =164 +324
8. Saskatchewsn +1382 +3130 +37 +3033 +135 +2898
9. Alberta +4824 +17514 +871  +16643 -41  +16684
D. Preirie Region +10784 +20717 844 20274 -171  +20444
£. 10. British Columbia +11756 +16772 +B8081 +8691 =701 +3392
lerritories +23 -11 0 -1l D =11
CANADA 153848 0 0 0 0 0
Index:

NG=National Growth.
T1S=Net Total Shift.

IM=Industrial Mix or Proportionality Shift.
DG=Differential Growth or Differential shift.
" PM=Proportionality Modificotion Shift.

RD=Residual Differential Shift.
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in employment, but net inward .sﬂifts in yalue_ added (see
Figures 4-B and 5-B, net total shift). ‘This pattern indi-
cates that these two provinces may have _increased their spe-
cialization in labour*savinq, h}gﬁ productivity industries;
Consequently, 1in spite of their loss in employment, they
were able to gain in their share of value added. Except for
these tw0'ProvinceS, thg patterns of change and growth in
value added were very much similar to that of employment
growth. . And as a result, patterns of change ;nd growth in

'_value added were not dealt with in this study.
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FIGURE 5-A: PATTERNS OF VALUE ADDED GROWTH -
IN RDIA DESIGNATED AREAS BY PROVINCE:
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FIGURE 5-B: PATTERNS OF VALUE ADDED GROWTH
IN RDIA DESIGNATED AREAS BY PROVINCE:
. 1970-78
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Table 3-A
Patterns of Velue Added Growth by Province and Regian: 1961-6%
I Il 111 1v ¥ vl YIiI
Province/Region NG 15 IM DG PM _RD
1. Newfoundland +58015 =-18121 -18319 +198  +12924 12726
2. Prince Edward Is. +8437 +2525 +43 +2482 -5 +24B87
3. Nova Scotia +159252 -8924 -7148 -1775 ~1835 +50
4. New Brunpwick +155108 =32430 -22%41 -988%  +11708 -21597
A. Atlantic Region +350812 ~56950 -35906 21064 17941 38985
B. 5. Quebec +3190279  -535896 -240039 -295857 +110970C -406827
C. 6. Ontario +5386514  +623561 4669636  -46075 -360115 +314040
7. Manitoba +283844 ~71612  -15743  -55869 +7179  -63048
8. Saskatchewan +112954 -35318 =27537 -7781 +148l4  -22595
9. Alberta +344045 +30473  -30726  +61199  +17405 443793
D. Prairie Region +740843 -76457 ~4082  -72376 +2523  -74898
E. 10, British Columbis  +855505 +43932  -36601  +BOS33 417093  +5344}
lerritories +561 +1809 o} +1809 4] +1809
CANADA +10524714 0 0- 0 o} 0
Index:
NG=National Growth.
TS=Net Total Shift.
IM=Industrial Mix or Proportiocnality Shift,
DG=Differential Growth cr Differentisl shift.
PM=Proportionality Modification Shift.
RD=Residual Differential Shift.
Table 3-B
Patterns of value Added Growth by Province and Region: 1970-78
1 II I1] Iv ¥ vl VII
Province/Region © NG 1S IM DG PM RD
1. hewfoundland +211046 +57720 +51638 =3517 -3a4939 31022
2. Prince Edward Is. +33799 +7853 +4900 +2953 -3914 +6867
3. Nova Scotia +493937  +149017  +55311  +9370% -36BB6 130592
4. New Brunawick +43%471 +29766  +54101 +5665  -44549 450214
A. Atlontic Region  +1178253  +264356 +125500 138857 -81162 +220C18
8. 5. Quebec +3447824  -206450 507626 -3988246 +311584 -710407
C. 4. Ontario +17772561 -1444725 -443008 -1001717 +328732 -1330449
7. Manitobo +810607 +5402  -23637  +29039 15380  +13640
8. Saskatchewan +311147 +56213 -3182 459396 +3085  +56310
9. Alberta +1111819  +715456  +41031 676425 =31811 +706235
D. Prairie Region +2233573  +777072 -51391 +B2B463  +24126 804337
E. 10. British Columbian +2579328 +1310412 +778081 +532331 434773 4967104
lerritories +5324 -664 0 -664 0 =664
CANADA +33216862 G 0 o] 0 0
Incc;

&G:Nntionnl Growth.
TS=Net Total Shift.

IM=Industriol Mix or Proportionality Shift,
DG=Differential Growth or Differentinl shift.
PM=Proportionality Modification Shift.
RD=Residunl Differential Shift.

111-112
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4.1 THE PROVINCE OF QUEBEC

Pre-existing Industrial Structure: Quebec is the

second (next to Ontario) most industrialized province of
Canada. Its 1industrial structure is also fairiy diversi-
fied. However, accorgding to a DREE report {1879g), it con-
sists of a very high proportion of traditional, labour-in-
tensive, and low productivity industries. It is
under-represented in the rapid growth industries. In addi-
tion, Quebec's industries are highly fragmented, and suffer.
from outdated machinery and equipment as well as shortage of
qualified and skilled workers. These structural deficien-
cies appear to be one of the reasons why Quebec experienced
. large employment losses during the first pefiod as well as -
the second periéd, which were clearly reflected in the shift

and share results (discussed below).

4,1.1 Regional Patterns of Manufacturlng Employment
Growth: 1361-69 and 1970-78

‘The shift and share results for Quebec are presented
in Tables 4-A and 4-B. Column Il of these tablgs indicates
that Quebec experienced a net total loss 1in manufacturing
employment during the 1961-69 period as well as the 1970-78
period. In thé first period the proﬁince‘lost 31,491 manu-
facturing jobs, of which 17,614 (55.9 per cent) jobs were

lost due to its weak industrial composition (negative indus-
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trial mi% effect, Table 4-a, C&lumgjlll),_'and 13,877-(44.1
per cent} Jjobs were lost as the qésult of its comparative
disadvantages {negative différentié& growth, Table 4-A, Col-
umn IV). In the second périod Quebec’'s manufacturing em-
ployment loss increased to 38,942, of which 17,587 (45.2 per
cent) jobs were accounted for by it; weak industr;al compo-
sition (Table 4-B, Column III) and 21,355 (54.8 pef cent)
jobs were accounted for by 1its comparative disadvantages
{Table 4-B, Column IV). When the results of the second
period were compared with those of the first period, the
following growth patterns were identified. During the sec-
ond period (i)} although there was a slight drop in employ-
"ment loss resulting from industrial mix effect, it was still
very high, and (ii) there was a considerable increase in em-
ployment loss l(about 54.0 pef cent higher) that resulted
from differential growth disadvantages. Although these pat-
terns of growth may have resultgd from Quebec's pre-existing
industrial structure, a change in demand and supply condi-
tions, and provincial government ﬁblicies, they may also
have resulted from the effects of the RDIA programme. In
order to explain these pattefns of growth, the digtgibution

of RDIA assisted establishments was examined.



Table 4-A

Industrial Patterns of Employment Growth in Quebec: 1961-69
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1 Il III 1Y
Manufacturing Industries i Total Shift Industrial Mix Differential Growth
SIC Absolute % of Absolute % of Absolute % of

Namos Codea Values Total values . Total Values Total
Communications Equip. (3350) +6126 +19.4 +3219 +25.7 -2093 -6.2
Plestic Fabricators (3850) +2326 +7.4 3432 «10.7 -11066 -3.3
Knitting Mills - {2390) +2000 5.3 =166 -0.3 +2166 +11.0
Misc. Machinery & Eguip. (3150) 41912 +5.0 +3954 +12.4 -2042 6.1
Machine Shops (3080} 1776 +5.6 +1338 «4.2 +438 +2.2
Iron & Stoel Mills (2910) +1630 +5.2 -6 -0.0 +1637 +8.3
Boiler & Plate Woris (3010) +1552 «4,7 +438 +1.4 «1115 +5.7
Misc. Electrical Prod. (33%0) +1524 +4.8 +786 +2.5 +738 +3,8
Electrical Ind. Equip. (3360) <la42 +4.6 +483 +1.5 +959 5,9
Truck Body & Trailer . (3240) +1146 +3.6 +540 +1.7 +606 +3.1
Paper Converters {2740) <1109 +3.5 +734 +2.3 +315 +1.9
Metnl Stamping & Coating (3040) «1015 +3.2 +1085 +3.4 =70 -0.2
Women's Clothing Contr.  (2442) +922 +2,9 +726 +2.3 +196 +1.0
Other Furniture (2660) +540 +1.7 +549 «2.0 -109 -0.3
Sawmills (2513 +131 +0.4 «1359 -2.7 +1489 +7.6
Publishing Only *(2880) +127 +0.4 +107 +.3 +20 +0.1
Smelting & Refining (2950) +63 +0.2 =-1426 -2.9 +1489 +7.6
Commerciol Printing (2860) +33 +0.1 =564 -1.1 +597 +3.0
Cotton Yarn & Cloth Mills (1830) -6369 -10.1 -5499 -11.1 -B&% =2.6
ihe Grouped Industries (9998). -5904 -9.4 -2598 =5.2 -3306 -9.9
Shoe Factories (1740) -4712 -7.5 =410 -8.3 =611 -1.8
Wamen's Clothing {2641) -3823 -6.1 -2735 -5.5 -1088 -3.2
Aircroft & Parts . (3210) -3081 -4.9 =733 -1.5 -2347 ~7.0
Pulp & Paper Mills (2710}  -2B4S 4.5 -1451 -2.9 -13%4 -4.2
Men's Clothing (2431) -2765 4.4 =2277 -4.6 -489 =-1.5
Printing & Publishing {2850) =2436 -3.9 =1412 -2.8 =1024 T 3.1
lobocco Products (1530) =2234 =3.5 1866 - -3.8 =368 -1.1
Children's Clothing {2450) -2088 =3.3 -2372 -4.8 +2B4 +1.4
Hat & Cap (2470) -1664 -2.6 =-1593 =3.2 -71 =-0.2
Shipbuilding & Repair (3270) -1479 -2.3 =1454 -2.9 =25 -0.1
Bokeries (1290) -1471 -2.3 -2546 -5.1 +1075 5.5
Hosiery Millas (2310) -1318 =2.1 -1721 =3.5 +4503 +2.1
Fobricated Struct. Metal (3020) =-1201 =-1.9 +183 +0.6 -1384 -4.1
Biscuits Manufacturers (1280) -1141 -1.8 . =669 -1.4 -472 -1.4
Paint & Varnish (3750) -1020 =1.6 =362 -0.9 =557 =1.7
Miasc. Metal Fabricating €3090) -B49 =1.3 +393 +1.2 -1242 =3.7
Fur Goods (2460) ~B825 =-1.3 -1035 =-2.1 +210 +1.1
Confectionery (1310} -672 -1.1 =553 -1.1 -119 -0.4
Sash & Door (2541) =619 -1.0 =41 -0.1 =578 =-1.7
Breweries (1450} =594 -0.9 -854 -1.7 +258 +1.3
Synthetic lextile (2010) 463 -0.7 +1489 4.7 -1952 =5.8
Soft Drink (14103 -292 -0.5 -467 =-0.9 «175 +0.9
Foundation Garment (2480) =137 - -0.2 =146 -0.3 +3 +0.1
Household Furniture (2510) =36 =0.1 +112 +0.4 =149 -0.4
Wool Yarn Mills (1930) -19 =0.0 -87 -0.2 +69 +0.4
lotal Goina* +31654 +80.2 +32026 +77.3 +19667 +73.0
ijotal Lossca® =63145 -79.3 -49640 -80.9 =33544 =-70.0
Net =31491 -13877

Note: * In cose of absolute velues the totel gains or losses are total of all manufacturing
industries in the province, but in case of % of totsl they are totol of only those
manufacturing industries which are listed in the table.

- —
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Table 4-B

Induntrial Patterns of Employmemt Growth in Quebec: 1970-78

I II II1 Iv
Mgnufacturing Industries Total Shift Industrial Mix Differential Growth
SIC Absclute % of Absolute % of Absolute % of

Nases Codes  VYelues Total Yalues Total Values Total
Sawmills : (2513) +5945 +17.0 +2427 +8.1 +3517 +18.1
Sash & Door (2540) +2677 +7.6 +2558 +8.7 +80 +0.4
Women's Clothing Contr. (2642) +2489 +7.1 +2269 +7.6 +220 +1.1
Iron & Stoel Mills (2910) +2182 5.2 +317 +1l.1 +1865 +9.6
Plastics Febricating {1650) +2030 +5.8 +2665 .9 -634 -1.6
Commarcinl Printing {2860) +1962 +5.6 +879 +2.9 +1083 +5.6
Misc. Machinery & Equip. {3150) +1401 .0 +1541 +5.2 =139 -0.3
Household Furniture (2619) +1150 +3.3 +975 +3.3 +175 +0.9
Publishing Only (2880} +1139 +3.3 +2073 +5.9 =934 =2.3
Inorganic Chemicals {3782) +108% +3.1 +278° +0.9 +81] +5.2
Breweries . (1093  «l042 +3.0 +5396 +2.0 w546 +2.3
Misc. Metal Fabricating {3090) +89%0 +2.5 +40% +1l.4 +480 +2.5
Catpet & Rugs (1860} +839 +2.4 +761 +2.5 +79 +0.4
Truck Body & Trailer (32a0) +828 +2.4 +581 +1.8 - +287 +1.5
Misc. Electrical Prod. (3399) +814 +2.3 +725 +2.4 +8% .5
Aluminum Rolling (2960) +£91 +2.0 +38 +0.1 +553 +3.4
Misc. Textile (1899) +668 +1.9 +}424 4.8 =755 -1.9
Electrical Ind. Equip. (3368) +503 +1.4 =313 =-0.7 +816 +4.2
Febricated Struct. Metal (3020) +49 +0.1 -963 -2.0 +1012 +5.2
The Grouped Industries (9998) -14131 -19.1 -4742 -10.0 -9390 =-23.0
Communicationa Equip. (3350) -8612 -11.6 =4394 -5.2 -4218 =10.3
Shoe Factories (1740) =3756 =5.1 -2291 -4.8 -1465 =3.6
Aircraft & Parte (3210) =334 -4.5 ~2968 -6.2 -378 -0.9
Hosiery Millas (2310) -3019 -4.1 -2728 =5.7 -2%1 =0.7
Misc. Chemical Ind. (3799) -2584 =3.5 =-1163 -2.5 -1421 =3.5
Pulp & Poper Mills (2710) =2574 =3.5 -909 -1.% -1665 -4.1
Bakeries (1072) -24865 =3.3 =-2252 -4.7 =223 -0.6
Wamen's Clothing (24a]) =-2207 =3.0 -2320 -4.9 +113 +0.6
Misc. Furniture (2660) =-2090 -2.8 -1145 -2.4 =945 =-2.3
Men's Ciothing (2431) -2052 -2.8 -976 -2.1 -1076 -2.6
Foundation Garment {2480) =1723 =2.3 -12%0 -2.7 =433 -1.1
Other Knitting Milla {2392} =1652 -2.2 -1331 -2.8 =320 =0.8
Publishing & Printing {2890} ~1605 -2.2 =317 -0.7 -1288 =3.2
Machine Shops {3080} =159%9 -2.2 =1034 -2.2 =565 =1.4
Children's Clothing (245C) -~1589 -2.1 1594 3.4 +5 +0.0
Soft Drink {1091) -1587 -2.1 =511 -1.1 -1076 -2.6
Rubber Products : (16207 ~1355 -1.8 +727 +2.4 -2082 =5.1
Confectionery {lpBl) -128% =-1.7 -£96 -1.5 -590 -1.5
Metal Stamping & Coating (3040) -1106 -1.5 ~434 +1.5 -1540 - -3.8
Shipbuilding & Repair (3270} =970 =-1.3 ~664 ~l.4 =306 -0.8
wWool Yarn Mills (18207 -922 -1.3 -1534 -3.2 +512 +3.2
Smelting & Refining (2950) =727 -1.G =3404 ~7.2 +2677 +13.8
Paint & Varnish (3750) =558 -0.8 550 -1.2 -8 -0.0
Dairy Products (10a0) =537 -0.7 -1824 -3.8 +1287 5.6
Misc. Paper Corwerters (27a0) =537 -0.7 =520 -1.1 =17 -0.0
Boiler & Plate Works (301Q) =486 -0.7 +271 +0.9 =757 -1.9
Hat & Cap (2492) -469 =0.6 -323 -0.7 ~146 =0.4
Fur Goods (2460) -156 -0.2 =265 -0.6 +108 +0.6
Biscuits Manufacturers (1071) =135 -0.2 =192 -0.4 +56 +0.3
Totsl Gaing* +35022 +31.0 +25948 +73.4 +19461 +85.0
Total Losseo* -73964 -88.9 =47535 -91.1 -40816 -80.4
Net -38942 =-17587 -21355

Note: * In cose of abmsolute values the total goins or losses are total of all manufacturing
induatries in the province, but in case of % of total they are totasl of only those
monufacturing industries which are listed in the table.
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4.1.2 Patterns of Structural Changes and the RDIA Grants

Figure 6 shows the spatial distribution of RDIA
grants. It is evident from this figure that among the slow
growing provinces, Quebec was the largest recipient. The
province accounted for 54.1 per cent of net accepted offers,
49.6 per cent of estimated éapital cost, 45.4 per cent of
incentive grants, and 57.6 per cent of expected new job
In terms of absolute number of grants and new jobs, it cer-
tainly was the largest recipient, but in comparison tolits
broaa/industrial base and population, it was not the largest
recipient. For example, the new jbbs created by the RDIA
grants formed only 17.4 per cent of total manufacturing em-
ploymén; in the province, which 1is the lowest percentage
among the slow growing provinces (see Appendix A). Further-
more, Quebec received 46 grants per 100,000 population,
which 1s again lower than the Atlantic region (53 grants per

100,000 population}.?* Thus the RDIA grants, which were giv-

&Y
en to Quebec, were not sufficieht to bring about changes in
the industrial structure and to stimulate the differential
employment growth of the province. In order to determine

the impact of RDIA assisted establishments on the structural

change and the differential employment growth of the prov-

ince, the distribution of these establishments by various

** For calculating the number of grants'per 100,000 popula-
tion, the 1971 population figures were used.

-~ -



118
types were examined.

Sector Level Analysis: It is argued that "The forma-

tion of entirely new firms is one channel through which a

region can adapt its industrial structure to  the changing
1] .

pattern of demand“ (Johnson and Cathcart 197§ 278). Al-
though there was a need to attract mostly new-establishments
to the province, an examination of Figure 7-A (i and ii) in-
dicates that thié was not the case in Quebec. The pfovﬁnce
received a very high proportion (46.0 per cent) of RDIA
grants for expansion and mddérnization; a considerable.pto?
porhion (37.0 per cent) of which were in the natiohai de-
clining sectors (see Appendix D). The expansion and modern=
ization cases were noted to be fewer jbb creators. ' %hey
also tend to mainhain existing industrial structure. This
may be,another~ reason why Quebec cohld not 1mprove its in-
dustrial structure and was performing Doorly durlng the sec-
ond period. . : .

Another way to change favourably the indusirial
structure of a province and to imprové its growth Derform-
ance, 1s to attract national growth 1ndustr1es. This was
again_noﬁ the case in Quebec'which is Under-représented in.

'national growth iﬁ@ustries. -,Figure.7—B (i and 1i) shows‘i
that instead of ‘an adaptive policy; that is, to_alloéate re-i
sourceg,awéy from economically declining.activities (DavenFL

port et al., 1982), the RDIA programmé appears to have sup—

ported a trend. toward nat10na1 decllnlng ‘1ndust:;es, In ..

¥r
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Quebec about 34.0 per cent of grants were given to ﬁétipnal
dgclining industries both in employhent and value added,
which was the highest percentage among the slow. growing'
provinces, Prince Edward Island being the exception (éee Ap-
pendix F). This may also be one of the reasons why Quebec
could not 1improve its industrial = structure ana was losing
its share of'manufaéturiné employment. '

‘ It is reported by DREE (1979g) that Quebec's indus-
tfial strucgure 1s made up of small, medium sized, and la-
bour-intenéive industries, which have low propensity to in;
vest in research and development. An examination of Figure
7-C (i and 11} 1indicates that Quebec received a very high
proportion (91.9 per cent) ~of grants which were small aﬁd
medium sized. About 36.0 per cent of small and medium sized
establishments were in the caéegory 6f national declining
industries’ (see Appendix(E). In addition to this, the prov-
ince received an extremely high percentage (88.0) of
"small-large” siéed establishments which were labour-inten-
sive (see Figure 7-C (i) ).  About 77.0 per - cent of these
lébour—intensive establishments were inﬁthe declining sec-
tors.. It Sppears from this pattern of distribution that the
RDIA programme has aad;d to Quebec’'s existing industrial
structure some declining_émall and medium sized establish-
ments as well as some labou{:intensive, low technology in-
dustries. This may be another reason why Quebec Qas'unable
to improve its industrial structure and was performing poor-

ly during the second period. g .
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There were two exceptional examples in which Quebec
appears to have improved its industrial structure during the
second period. First, it was noted above that Quebec expe-
rienced ; slight drop in employment loss resulting from its
industrial mix effect. Second, it 1s evident froﬁ Table 2-2
and 2-B (Column VI) that Quebec experienced positive propor-
tionality modification-sﬁift (PM) which was even higher dur-
ing the second period. This indicates that the province was
able to gain some employment by modifying its industrial
structure . This g;in in employment and a slight drop in
employment loss appear to be partly the result of the RDIA"™
programme which attracted some manufacturing establishments
which were 1in- the national growth sectors (see Figure
7-B-(ii) ), and were new plants (see Figure 7-A-(ii) ).
However, this employment gain (Tables 2-A, 2-B, Column VI,
3569-2379 = +1190 jobs) aécruing from proportionality modi-
fication shift (PM) effect was associated with a higher em-
. ployment loss (Tables 2-A, 2-B, Column V, (-21355) -
{-13877) = -7478 jobs) resulting from differential growth.
Such a pattern of growth indicates that: (i)} Quebec did not
benefit from increaéing its specialization 1in national
growth industries for which the province hga:no differential
growth advantages, and (ii) these employment gains were not
~large enough to offset employment losses. Consequently, - the
province experienced a net total' loss in manufacturing em-

ployment.

I
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Disaggregated Level Analysis: The shift and share

results at a disaggregated level of manufacturing industry
are presenfed in Tables 4-A and 4-B. It is to be noted that
these tables do_not provide a complete list of all indus-
tries in the province, but list 2ply those industrieé which
experienéed large employment'gainé or iosses and had signif-
icant influence én the provincial growth performance. These
tables (Column I) clearly show the important manufacturing
industfies which constitute the industrial structure of Que-
bec. They (Column II) also indicate that in both periods
Qﬁebec did have some industries whichfﬁere experiencing net
employment gains. However, the employment gains in these
industries were not. large enough to offset the employment
losses in other industries. Conseguently, the provinee ex-
perienced a net employment loss in both periods.

Taﬂies 4-A and 4-B provide a list of around twenty-
five industries which were experiencing net employment loss-
es 1n either the first period or the second perio@, and ac-
counted for about 80.0 per cent of total employment losses
in the province (Column II). An examination of these indus-
tries reveals that Quebec's industrial structure wés made up
of ihdustries which were traditional, resource based, and
labour-intensive. A majority of thése industries were de-
clining naéésgally (Table 4-C, Column VI) and losing employ-
‘ment not only during the first period, but also during the

- second period (Table 4-C, Columns II and III). In spite of

belonging to national.declining sectors, these industries
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received (572 grants) about 21.0 per cent of RDIA grants
(Table 4-C, * Columns IV and V). 1t appears from these re-
sults that 1in the case of Quebec, the RDIA programmefhas
supported a trend toward national declining indu tfies.
This may be one of the reasons why Quebec could not improve
1ts industrial mix and was experiencing employment losses.

fable 4-D (Group III, Columns II and III) shows that
in the case of communications equipment, miscellaneous fur-
niture, knitting mills, machine shops, metal stamping and
coating, smelting and refining, miscellaneous_pape:'c0nvert-
ers, and boiler and plate works industries, the'battern of
net employment growth reversed from positive in the first
period to negative in the second period. Although ‘this
could be the result of change in their Yemand and supply
conditions, to some extent, it may also have resulted fram-
the effects of the RDIA programme. For example, a look at
Column VI of Table 4-D (Group III) reveals that, except for
_metal stamping and coating, and boiler and plate works, all
these industries were declining nationally. Furthermore,
none of these industries had a comparative advantage (posi-
-tive differential growth) in the province, smelting and re-
fining being an exception (Table 4-B, Column IV). Thus by
giving an additional 305 (about 11.0 per cent) grants {6 na-
tional declining industries and to industries having compar-
ative disadvantages in the province, the RDIA programme ap-
pears to have created competition among these industries for

limited markets and thereby causing employment losses.
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Except for these industries, there were approximately
eighteen industries which experienced large employment gains
in either the first period or the second period, and ac-
counted for about 80.0 per cent of total employment gains in
the province (see Table 4-A and 4-B, Columns I and II).
Among these industries, sawmills, women's clothing contrac-
tor, iron and steel mills, plastics fabricating, commercial
printing, miscel{aneous machinery and equipment, publishing
only, truck boé; and tréiler, miscellaneous electrical prod—
ucts, ana electrical equipment were doing well in the prov-
ince and gaining employmggf in both periods (see Table 4-D,
Group I, Columns 1II ané I111). Sawmills, and commercial
printing performed extremely well during the second period.
For example, in sawmills the employment gains increased from
131 during the first period to 5,945 during the second peri-
od. Similarly, in commefcial printing the employment'gains
increased from 33 during fhe first period to 1,962 dring the
. second period. These two industries as well as other indus-
tries of this group were growing nationaily and received
{593 grants) about 21.Q per cent of RDIA grants,. electrical
equipment being an exception {see Table 4-D, Group I, Col-
umns IV, V and VI). This pattern of distribution indicates
that the RDIA programme did provide some grants to indus-
tries which were doing well in the province. it may be for
this reason that Quebec showed some improvement in its pro-

portionality modification shift (Tables 2-A, 2-B, Column VI)

r\
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_and a slight drop in employment losses resulting from indus-
trial mix effect (Tables 2-a, 2-B, Column 1IV). However,
these\employment gains were not sufficient to compensate em-
ployment losses. _ | —_—
Table 4-D-(Group II, Columns II and III) shows that
in the case of sash, door and other millworks, household
furniture, breweries, miscellaneous metal fabricating, and
fabricated structural metal, the pattern of net employment
" growth reversed from negative during the first period to po-
sﬁtive dpring the second period. It is to be noted that all
these industries had differential growth advantages 1in the
province (see Table 4-B, Column IV). In add}tion to this,
these industries were growing nationally, fabricated struc-
tural metal beiég the exception. Thus by giving 371 {(about
13.0 per cent) grants to nationally growing industries which
had differential growth édvantages in the province, the RDIA
programme appears to have improved their growth performance.
It may be also due to this reason that Quebec experienced
some improvement in its proportionality modification shift
as well as a slight drop in employment losses resulting from
industrial mix effect. Again, these grants were not suffi-
cient to generate enough employment for compensating the
losses, and thus to reverse the pattern of growth in the

prevince,
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Table 4-D

Distribution of RDIA Grents among Gainer Industries of Quebec

1 11 II1 1v v vl
Monufacturing Industries 196169 1570-78 No. MNo. of Types
Total Shift Total Shift of RDIA of
SIC Absolute % of Absolute % of RDOIA  New indus-
Ngmas Codes Values Total Yalues Total Granta Jobs tries

Gfoup: 1 Industries Gaining Employment during both Periods:

Sawmills (2513) 4131

+0.4 +5945 +17.0 203 6496 G
Wamen's Clothing Contr.  (2442) +922 «2.9 +2489 +7.1 0 o G
Iron & Steel Mills {2910) 1630 5.2 +2182 +65.2 21 1491 Gt
Plastice Fabricating {1650) +2326 +7.4 +«2030 +5.8 82 2296 G
Commercial Printing {2860) +33 +0.1 +1562 - +5.6 92 1288 Gt
Misc, Mochinery & Equip. (3150)  +1912 +5.0 +1401 +4.0 131 4585 G
Publishing Only (2880) +127 +0.4 +1139 +3.3 0 0 G
Truck Body & Trailer (3240) +11a6 +3.6 +828 +2.4 &8 3449 G
Misc. Electrical Prod, (3399) <1524 +4.8 +814 +2.3 8 272 Gt
Electrical Ind. Equip. (3380)  +la42 +4.6 +503 +1.4 12 1104 D
Group: 1I Industries Losing Employment during 1961-69 but Gaining during 1970-78:
Sash & Door (2540) -619 -1.0 +2677 +7.6 173 4132 Y
Household Furniture (261%9) 36 =-0.1 +1150 +3.3 132 3169 Gt
Brawerien (1093) -596 -0.% +1042 +3.0 0 0 Gt
Misc. Motal Fabricating  (30%0) -B4g -1.3 +850 +2.5 22 572 G
Fabricated Struct. Metal (3020) -1201 -1.9 +49 +0.1 13 1160 D
Group: 111 Industries Goining Employment during 1961-69 but Losing during 1970-78:
Communications Equip. (3350) +6126 +15.4 -8612 -11.6 25 1825 D
Misc. Furniture (2660) +540 +1.7 -2090 -2.8 37 ass D
Other Knitting Mills (2392)  +2000 +6.3 -1652 -2.2 68 3808 D
Machine Shopo (3080) +1776 +5.6 -1599 -2.2 4l 574 - D
Mctol Stamping & Costing (3040)  +1015 +3.2 -1106 =1.5 102 2025 GE
Smelting & Refining (2950) +53 +0.2 -727 -1.0 3 264 D
Misc. Paper Converters (2740)  +l109 +3.5 =537 -0.7 18 S04 o]
Boiler & Plate Works (3010) <1552 4,9 -485 -0.7 11 418 G
Index '

D = Nationally Declining in both Employment ond Value Added.
G = Naotionslly Growing in both Employment end Value Added.
GE= Notionally Growing in Employment only.
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2

4.1.3 Patterns of Differential Employment Growth and the
RDIA Grants

It is evident from Figures 4-A and 4-B that during
both periods, Quebec was.-the largest net employment loser
among the provincew, Eﬁe ajor part of this loss resulted
from concent=ation]of irdystries which had comparative dis-
advantageépf:§;;¥f{e diffx>éﬁtial growth}. Furthermore, the
employment loss that resulted from comparative disadvantages
was not only large but also higher during the the second
period (see Table 4-A and 4-B, Column IV). This -pattern of
growth clearly 1indicates that Quebec's differential growth
performance became even worse during the second period. It
may have resulted from.the RDIA p:dgraﬁme. In order to de-
scribe the association between the RDIA programme and the
performance of Quebéc's differential emgloyment growth, Ehe
distribution patterns of RDIA assisted establishments are
examined below.

There were 151 industrial categories in Quebec, which
received RDIA grants. Of the 151 industries, 106 (about
70.0 per cent) were declining regionally or had a compara-
tive disadvantage in the province. Table 4-E illustrates
this point. It provides a list of those industries which
accounted for 68.9 per cent of RDIA grants and were expected
to create 66.0 per cent of ﬁew jobs. Columns II and V of
this table indicate that, except for a few industries, the

majority of grants were given to industries which were de-
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clining regionally or had comparative disadvantages in the
province (see Groups III and IV). In addition to this, some
of these industries were even declining nationally. It ap-
~pears from this pattern of distribution that the RDIA pro-
gramme, instead of iﬁvesting in 1industries which had the
possibility of providing a more secure futa}q for the prov-
ince, gave grants to industries which were declining. In
addition, the grants given to Quebec were not sufficient in
absolute terms. The expected new jobs to be <created by
these grants accounted for only 17.4 per cent of total manu-
facturing employment in the province, a percentage which was
the lowest among the slow growing provinces and even lower
than the average of selected slow growing provinces (see Ap-
pendix A, Column V, the Last Column).

’ For further confirmation of the above association,
the differential growth 1Iin employment of the recipienE in- |
dustries was regressed against the new jobs. As expected
from the distribution patterns of RDIA grants, the coeffi-
cient-of correlation {(Simple r = -0.43) and regress&on coef-
ficient (B = —0?35Q“y€;é'negative and statistically signifi-
cant at more than .00l and .01 levels of confidence
respectively. The new jobs explained about 18.6 per cent of
variations in the dif{ferential growth. These results indi-
cate that some deéet}orgtion_in the differential érowth of
Quebec may have res%iteéjfrom the RDIA programme. Howevegk

this was not the onfk factor, because-a very high percentage

of variation in the differential growth remains unexplained.
ah
\
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jable 4-€

Distribution of RDIA Grants mong Various Industries of Quebec: 1970-78

1 I III 1y Yy -
Manufacturing Industries Eatablishments Expected New % of Tlypes
Jobs ‘Employ- of .
SIC ment in  Indus-
Names . Codes Number % Number 4 1970 tries
Group: 1
Sowmills {2513) 203 7.3 6496 7.1 1.8 GRG
Sash & Door (2540) 173 6.3 4132 4.5 6.9 GRG
Household Furniture (2619) 132 74y 3169 3.5, 1.7 GRG
Commercial Printing (2860} 92 3.3 1288 l.a° 2.1 GRG
Sparting Goods (3931) 45 1.6 2115 2.3 0.4 GRG
Truck Body & Trailer ¥3240) as. 1.6 3449 3.8 0.3  GRG
Plestics & Synth. Resins (3730) 41 1.5 1025 1.1 0.3 GRG
Architectural Metal (3039) 33 1.2 561 0.6 0.4 GRG
Group: 1II -
Dairy Product (1060) 47 1.7 705 0.8 1.7 DRG
Fabricated Struct. Metal (3020) a4 1.6 1100 1.2 0.9 DRG- 7
¥omen's Clothing (2451) 25 0.9 1275 1.4 3.8 DRG
Group: 1III :
Misc. Machinery & Equip. (3150) 131 4.7 4585 5.0 2.2 GRD
Metal Stamping & Coating {3040) 102 3.6 2025 2.2 1.5 GRD
Plastics Febricating - (1650) 82 3.0 2296 2.5 1.1 _ GRD -
Meat Processcrs Qo 59 2.1 767 0.8 1.5 GRD
Mise. Food Processoors {1089) 38 l.4 912 1.0 - GRD
Fish Products {1020) 73l 1.1 620 0.7 0.3  GRD
Wire & Wire Products (3050)  “*29 1.0 551 0.6 1.0~ .GRD
Hardware, lool & Cutlery (3060) 27 1.0 621 0.7 c.7 GRD
Misc. Chemical Ind. {3799) 3 0.8 759 0.8 1.5 GRD
Pulp & Paper Mills (2710) 10 0.4 990 1.1 6.1 GRD
Group: 1V .
Men's Clothing {2431) g8 3.2 5368 5.9 3.3 DRD
Knitting Mills ’ (2390) &8 2.4 3808 4.2 l.8 DRD
Misc. Wood Industries (2599) 41 1.5 820 0.9 G.2 DRD™
" Machine Shops {3080) 41 1.5, 574 0.6 0.8 DRO
Bokeries (1072) 37 1.3 370 B.& 2.0 DRD
Misc. Furniture (2660} 37 1.3 888 1.0 1.0 DRD
Confectionery {1c81) 36 1.3 1332 1.5 ‘0.6 DRD
Filoment Yarn Mills (1830} 31 1.1 1240 1.4 » DRD
Shoe Factories (1740) 26 0.9 _ 1430 1.6 1.8 CRD
Cotton Yarn & Cloth Mills (1810} 26 0.9 962 1.1 - DRD
iron Foundries To(2%40) 25 0.9 1100 1.2 0.3 DRD
Communications Equip. (3350) 25 g.9 1825 2.0 3.2 CRD
Textile Dyeing (1894} 24 .9 84D a.9 0.5 DRD
Sub lotal , 1916 . 68.9 59998 £6.0

The Grouped Ind. & Rest  (9998) 863 3l.1 30898 34.0 54.2¢ - RD

Provincial Total 2779 100.0 0896 IOd.U 100.0

Note: 1Ihe industries with an asterisk are subject to disclosure
limjtations and belong to the Grouped Industries. ’

Index: GRG = Growing both Nationally and Regionally.
GRD = Growing Nationally but Declining Regionally.
DRD = Declining both Nationally and Regionally.
DRG = Declining Notionally but Growing Regionally. *
RD = ‘Declining Regionally.
S
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‘Ih order to ‘investigate . other _possible factors
affécfing-the‘aifferenfial growth ofibhebed, the standard-
ized residuéis were examined. Tablg_4;é (Group 1) shows the
industries in which the 'stéhdardizea residuals were greater
than +1. It is in these industries. that employment gains
were either more than éxpectedvor thé,empioyment losées wvere
less than expected. This résult may bé*due.to an iﬁpfove-
ment of the comparative advangageréﬁd/or access‘tb inputg or
markets. For example, the rapid growth of employment in the
dairy products sector abbears.ﬁo héve résulted from -in—
creased access to the Europeaﬁ.économic Community markets,
' espgciélly for cheddar cheese fDREE,'1979g). In the case of
iron ang steel indus£ry, it may be due to comparative advan- -
tage, :uch as abundant hydro-electric power supply .at low
cost and the availability of iron ore in the province. In
the miscellaneous machinery spd eguipment,. the.improvement
may have resulted from thejdiscovery of new marketé._- For
instance, a DREE report notes that "Quebec has discovered
profitable areas of specialization in _maéhinery
for...sawmill eguipment, woodworking machines, forest equip-
ment, excavation and dril}ing machines, and eompréssors and
pumps for extracting and processiné ore"” (DREE, 19%99: 59).
On the other side of the ledger, there were indus-
tries in which’fﬁe:staﬁdérdized residuals were even gfeéter
than -1 (Table 4-F, Grqup _I¥). . These industries were the
industries where the employﬁent loss.wés évén greater than

expected or the employment gain was less than expected.
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Jable 4-F <

Distribution of Standardized Residuals among
Various Industries of Quebec -

P

-
-

L _ 11
Manufaé%uring Industries = - Standardized
b . JSIC Residuals |
Names B - Codes e
o . rd

Groups I.- -
————p——— S - AU -
Sawmills .- P (2513) \\\\ +5.1

" Smelfing and Refining (2950) - N +2.4
Iron and Steel Mills (2910) N42.1
Ddiry Products (1040) - T 4.3
Sash and Door | (2540) +1.3

~Lommercial Printing - (2860) +1.3 ,
Fabricated Struct. Metal (3020) " +1.2
‘Mise. Machinery & Equip. (3150) Lo+l.2

- Hpusehbld Furniture (2619) 1.o+1.1
"Growp: .IT} L I
The Grouped Industrles 1(9998) -5.2
Communications Equipment (3350) -3.4

" Rubber Products. (1620) -1.8
Pulp-and Paper Mills - (2710) -1.3
Misc. Chemical Industrles (3799) -1.2

_ Soft Drink ' (1091) -1.1

o
-‘7\-“‘ ‘
- A Ed
B 3 SN\
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- This situation may have resulted from loss in coﬁparative

' advantages and/or further deterioration in their access ei-

ther to inputs 7or markets. The DREE report notés that in

the case of pulp .ana'paper mills "Quebec's share of the
P

American market decreased from 40 to 30 per cent between

1950 and 1976" (DREE, 1979g: 54). The coming into existence

of low cost producers in the THird#orld may also have af-
. NN

fected Quebec's comparative advantagé. The increas&ng cost
of raw materials‘and delivery cost of finisheq products ap-
prear to have put this industry at a competitive disadvan-
tage and thus is responqible for the loss of markets and em-

ployment. R .

It appears from -the above results that the effects of’

RDIA programme in Quebec were limited at best. This conclu-
sion is based on the following facts: (i)  the RDIA grants
given to Quebep were not sufficient in absolﬁte terms, (1ii)
about one-thirds.of the -industrial grahts went t6 national
declining industries, most of which.yere; the ;raditional,
resource-based,'1aboup—intensivé, and low—trchnolggg indus-
tries, (iii) about one-fifths of RDIA asgfstea estabiishé

ments, which were in the national growth chtors, had a dif-
- hd \

ferential growth disadvantage (see Table 4-E, Group III, .

Column II), (iv) more than two-fifths of grants were-for ex—

pansion and modernization cases; modernization especially

§uspec;ed since it can be interpreted as maintaining jobs

rather. than creating new ones, and (v) £inally in granting
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assis;ance to deélining industries, and for expansion and
modernization, it tended to édopt in practice a defepsivé
policy. Thisjapproach may be acceptable from a social point
of view, but appears to be inconsistent with the RDIA objec-

tive - a change in the industrial structure favourable to

the national trend.

4.2 PRINCE "EDWARD ISLAND

Pre-existing Industrial Structure: Prince Edward Is-

land 1s the least industrialized province of Canada. In ad-
dition to this, the province is highiy specialized in . pro-
cessing of primary products. For instance, more than 75.0
per cent of its manufacturing employment is concentrated in
food and fish processing industrieé. The remaining employ-
ment is accounted for by foreétry and other industries. It
is notead by DREE (1979c} that because of the smallldomestic.
market, the prices of Prince Edward 1Island’'s manufactured
goods are set extgrnallyl Some of its primafy products are
subject to dreat price fluctuations énd are of a cyclical
nature. Furthermore, the'province,suffers from lack of cap-
ifal, an increasing wage rate, a very high cost of electri-
cal energy, and the depletion of natural resources. To.some
extent, these factors appear to have deteriorated the dif-
ferential'growﬁh performance of Prince Edward Island and re-
versed the pattern of employment growth from a net total

gain during the first period to a net total loss during the
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second period. These patterns of growth were reflected in

the shift and share rggults (discussed below).

It was notedabove;yfﬁéf in manufacturing employment,
Prince Edward Island expérienced a net total loss (Figure
4;B), whereas in value added by manufacture, it experienced
a net total gain (Figure S-B). . Since the province is heavi-
ly concentrated §n resource-bésed industries which tend to
be capital-intensive, the application. of modern technology‘

may have increased productivity at the cost of employment.
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4.2.1 Regional Patterns of Manufacturing Employment
Growth: 1361-6% and 1970-78

The shift and share results for Prince Edward Island
are presented in Tables 5-A and 5-B. Column II of Table 5-A
shows that Prince Edward Island experienced a net total gain
of 524 manufacturiné jobs during the 1961-69 period. Of the
524 jobs, 19 (3;6 per cent) jobs wei? accounted for by
Prince Edward 1Island’'s favourable. industrial composition
{positive indhstrial mix effect, Table 5-A, Column III), and
505 (96.4 per cent) jobs were accounted for by its compara-
tive advantages (positive differential growth, Téble 5-A,
Column IV). Unlike the 1961-69 period, Prince Edward Island
experienced a net total loss of 171 manufacturing jobs dur-
ing the 1970-78 period (Table 5-B, Coulmn I1). This loss
was main}f because of the diiferential growth, the negative
impact of - which offset ‘the gains in employment resulting
from its favourable industrial mix (see Tagle 5-B, "Column
IIT and 1IV). When-the results of the second period were
compared with those of the first period, the foilo@ing
growth patterns were identified. During the second period:
(1) although there was an increase in employment gain re-
sulting from a favourable industrial mix{.the pattern of net
employment growth (net total shift) reversed from positive
to negative, and (ii) the differential growgg effect ;lso.

reversed from positive to negative. 'Alihough these patterns

——
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of growth may have resulted from Prince Edward Island's
pre-existing industrial structure, they may also have re-
sulted from the effects of the RDIA programme. In order to
explain thesé patterns of growth, the distribution patterns
of RDIA assisted establishments were examined.

4.2.2 Patterns of Structural Changes and the RDIA Grants

"It is revealed by Figure 6 that among the slow grow-
ing provinces, Prince Edward Island was the smallest recipi-
ent of RDIA grénts. The province accounted for 2.9 per cent
of net accepted offers, 1.2 per cent of estimated capital
cost, 2.0 per cent of incentive grants, and 1.7 per cent of
expécted new jobs. However, in comparison to its industrial
base and population, the province was the largest recipient.
For examplé, the new jobs created by the RDIA graﬁts ac-
counted for about 95.0 per cent of total manufacturing em-
ployment in the province (see Appendix A). Furthermore,
Prince Edward Island received 133 grants per 100;000 pepula-
tion, w@ich were the hﬁghest among all slow growing provine-
es.  Thus the RDIA grants, which were given to Prince Edward
Islang, weré more than suffi;ient in absolute terms to bring
about changes in the industfial structure and to stimulate
differential employment growth of the province, In order to
de;ermine the impact of RDIA assisted establishments on the
"structural change and differential employment growth of the
pfovince, the distribution patterns of thesé‘establishménts

by various types .were examined.
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Sector Level Analysis: In order .to adjust the -

industrial structure of the province to the changing pat-
terns of demand, tﬁere was a need to attract new esfablish—
ments and new product expansion, It is evident from Figure
8-A (ii) that about 66.0 per cent of RDIA assisted estab-
lishﬁents, which were located in Prince Edward Island, were
new plants and new product’ expansion, a considerable propor-
tion (59.0 and 42.0 per cent respectively) were in the na-
tional growth sectors (see Appendix D). This may be one of
the reasons why the province experienced some improvement in
ifs industrial mix effect during the second period. How-
ever, the employment gains resulting from industrial mix ef-
fect were not large énough to offset the employmenf losses
resulting from differential growth (Table 5-B, Columns III
and IV). |

One of the objectives of the RDIA_p;ogramme-is to at-
tract manufacturing establishments and.thus to change fav-
ourably the industrial structure of slow growing provinces.
This could be achieved by injecting national 4growth indus-
tries in a province. Figure 8-B-{(ii) indicates that in case
of Prince Edward Island, the RDIA programme did just the op-
posite. It gave 45.3 per ceht of grants to industries which
were declining nationally not only in employment, but also
in value added. It is rather surprising to note that in
spite of receiving a high proportion of grants for declining

industries, Prince Edward Island did not experience employ-
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ment loss resulting from industrial mix ' effect. It was
mainly due to only one growth industry, fish products, in
which the employment gain was high enough to compensate for
employment loss in other industfies. -(Table 5-B, Column
I1I). However, 1if this patterﬁ of distribution continues,
the industrial structure of Prince Edward Island is going to
get worse and the province * may experience even more employ-
ment iosses in future. >

Robinson and Storey.f1981) have argued that a region-
al policy should favour small sized establishments, becaﬁse
they happen to be indigeﬁous and have close ties with the
regional economy. An examination of Figure 8-C (ii) reveals
that 97.4 per cent of RDIA assisted establishments, which
-were located in Prince Edward Island, were small and medium‘
sized. About 73.0 per cent of these small and medium sized
establishments were 1in the national growth sectors. This
may be one of the reasons why Prince Edward Island experi-
enced some increase in employment gain resulting from the
industrial mix effect. However, this increment in employ-
ment gain was not large enough to offset the employmentfloSS"
resulting from the differential growth. T

In Prince Edward Island the proportionality modifica-
tion shift reversed from positive during the firgt period to
negative during the second period (see Tables 2-A and 2-B,
Column VI). This indicates that the province lost some em-

ployment by modifying its industrial structure. This 1loss

-
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in employment éppears to be partly the result of the RDIA

programme which attracted manuﬁ%cgg;;ﬁghes;qblishments to
. S -

’ : . /N i
the province, a high proportion of which (iii;i}’the nation- -
al declining sectors (see Figure 8-B-(11i) :

-~

Disaggqregated Level Analysis: The shift and share

results at disaggregated level of manufacturing indgstry are

: -
presented in Tables 5-A and 5-B. Column II of these tables
indicates that in the case of fish products and the grouped

industries, the pattern of net employment growth reversed

from positive in the first period to negative in the second.

period. thhough this could be the result of change in
their demand and supply conditions, to some extent, it may
also have resulted from the effects of the RDIA programme.
For example, fish products being-a national growth industry
was given incentive grants. As a result there was an in-
crease in employment /ééin resulting from industrial mix.
However, this gain was negated‘by a large employment loss
resulfiné from the differential growth component of the
shift/share'?igex, leaving a net totgl loss of 179 jobs dur-
ing the second period (Table 5-B, Column IV). Similary, the
differential growth advantages enjoyved by the grouped indus-
tries during the first period no longer existed during the
.second period. In addition to this, the grouped industrie

had an unfavourable industrial mix. Hence this category of

industries experienced a net total loss of 91 jobs. The em—

ployment losses in these industries were large enough to
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of fset the employment géins in dairy products and commercial
printing. Consequently, the pattern. of employment groth.
reversed and the province experienced a net total . loss in
manufacturing employment duriﬁg the second period. -

Thus, by granting assistance to industries which were
declining nationally and/or to indgstries which had differ-
éntial érowth disadvantages, the RDIA programme appears to
have deteriorated the employment growth iperformancé of
Prince Edward Island. = These results indf%ate that 1if the
national growth industry in guestion-was not suitable or had
a strong comparative disadvantage in a province, as was the

case for fish products, the net impact would be some employ-~

ment loss or a very small employment gaipf“ﬁ{

4.2.3 Patterns of Differential Employment Growth and the
RDIA Grants i

in Prince Edward Island the differential grbwth ef-

-

fect was noted to\haie‘reversed from positive 1In the first
period to negative in the second period. Although this pat:
tern of growth may have resultea from some deterioration in
access either to inputs or markets of its manufacturing:in—
dustr&es, it may also have resulted, to some extent, from
the effects of-the RDIA programme: In. order to explain the

association between the RDIA programme and the performance

of Prince Edward Island's differential'employment growth,

the distribution patterns of RDIA assisted establishments

were examined.
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. Table 5-C

Distribution of RDIA Grants among Various Industries of Prince Edward Island: 1970-78
i ol

Provincial Total

s
148 100.0 2557 100.0.-106.0.

-1 II III . Iy v
Manufacturing Industries Establishments Expected New % of lypes
Joba Employ- of
-SIC ment in Indus-
Nameo | Codes humber - Numbor = 1970 tries
Group: I =
Commercial Printing (2860) -0 0.0 0 0.0 1.0 GRG
Group: [l - . 3
———— -
Poiry Products ~ {1040) 10 6.8 70 2.6 9.3 DRG
Group: 1IIl -
Fish Products (1020} 16 10.8 352 13,2  28.9 GRD
Meat Processors (1011} 11 7.4 a4 1.7 o GRD
Frozen Fruit & Vegotable (1032) 8 5.4 176 5.6 - GRD
- Mgtal Stamping & Coating (3040) 7 4,7 i85 4.0 A GRD
Sash & Door (2540) 3 4.1 | 158 5.9 . GRD
Miasc. Machinery & Equip. (3150) - 2.7 44 1.7 - GRD
Motor Vehicle Parts Gzs0) & S22 W36 l.a  » GRD
Misc. Food Processors (108%) 3 2.0~—\|18 0.7 . GRD
Ophthalmic Goods (3914) 3 2.0 87 3.3 - GRD
Group: 1V \\
Confectionery {1oal) 30 . 20.3 600 22.6 . DRD
Feed Industry (1060) 2.7 28 0.9 . DRD
Shipbuilding & Repair {3270) 3 0 3 0.1 . DRD
Clay Products {3511 3 2. 36 1.8 . DRD
Sub Total . 112 75.7 1753 66.0 " .
The Grouped Ind. & Rest (9998)) 36 24.3 \90& 34.0 ,60.8¢ RD
!

Note: The industries with on asterisk are aubject to 'disclosure
limitations ond belong to the Grouped Industries.

Index: GRG = Growing both Nationally and Regionally.
GRD = Growing Nationally but Declining Regionslly.
DRD = Declining both Nationally and Regicnally.
DRG = Declining Nationally but Growing Regionally.
RD = Declining Regionally.

.
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There were forty-one industrial .categoriés in Prince’

Edward-Island, which received RDIA grantg. Of the forty-one

fndmstries, .eighteen (abdut 44.0 per cent) -were declining
nationally and twentyﬂthree (about 56.0 per'cemt)' were na-
tionai gréwth industries the majority'ih botﬁ categories of
industries had a dlfferentlal growth dlsadvantage in” the
province. Table 5-C 1llustrates this point. It provides a

list of. those industries which accounted for 75.7 per cent

of RDIA grangs and were expected to create 66.0 per cent of

new jobs. g golumns IT and V (Group IV) of this table indi-

cate tﬁat”‘some grants were given to industries which were
mot_oniy decliming nationally, #fbut also had differential
growtt disadvantages in the pr;;}nce. The best example is
confectionery which received thirty grants. Furthermore,
some g#%nté were _brovided to industries which, altHough
growing natiomallyk had a2 differential growth disadvantage
and so were experiencing slower employment.growth in Prince

Edward Island than elsewhere in Canada (Table 5-C, Gréup

111, Columns I1 and V). It appears from this pattern of

dlStrlbUthD that the RDIA programme insteaﬁ-of“dn;esting

in 1ndustr1es whzch had the p0551b111ty of grov1dlng a,more

—

secure future for the province, gave grants to 1ndustr1es
which were declining Qr-losimg employment.'

" For further confirmation of the above assoégftion,
the diﬁferential'growth in employment of the recipient in-

dustries was régresged agalnst the new jobs. As expected

~
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‘from the distribution :battern‘of RDIA grants, the coeffi-
cient of correlation (Simple r =-—p.19) and the regréssion
coefficient (B = -0.04) were negative.' However, statisti?.
_ b;lly they were insignificant. The new jobg exﬁlained only,
.Qﬁgut,é.ﬁ per cent of variations‘in.the differential growth.
" . Such Fesultshappea} to be due to the highly aggregated data.
zTherefore, for a better'undefstanding of the programme;s ef-
7 fecﬁiveness_in stimulatiﬁé'diffe;ential.employment growth'of
Priﬁce Edward Islénd, the grouped indugtries need to be ana- ~ ;
lyzed in detail. | ¢
The standardized residualsfyere examined to investi-
gate other factors which_ma&- have affected the differential
growth of the'pro&ince. In the fish producps_industry, the

. standardized residual was @g¥en greater than -1. The employ-

ment loss in this industr was reater than expected. It 1s
i * y >g

noted by DREE (;979c) that the fish products " industry.in
Prince Edward Island is highly dependent on one species:

_that is, -lobster. The depletion -in stock of this species
- { ) 1Y - . ’ : - - ’

) ) s . X .
may have deteriorated the comparative advantages for fish

. products and thus caused employment losses.
On the other side of the ledger, the standardized

residual in dairy products was nearly +17 “Fhe employment

r

P

P

gain in. this industry was more than expected. It may be due
to the fact that Prince Edward Island has a comparative ad-
‘vantage in producing some fodder crops and dairy products

(DREE, 197%¢c). The province may also have some access to

-

.,//// - :' | | , i
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the European Economic Community markets. - Thus, access ei-
ther to inputs or markets and/ér coﬁparatiVe advantages ap-
pear ;o have had some .impact on differential employment
growth of the province. .  °

It appears from the above results that the RDIA pro-
gramme has done little go improve the industrial structure
of Prince Edward Island. By giving grants to industries
which were experiencing a slower employment growth in Prince
"Edward Islané than elsewhére in Canada, the programmethas
not promoted differential employment growth in the province.
It is rather less beneficial to attract national growth in-
dustries for which there are strong differential growth dis-
advantages iijfﬁe'province. A better approach would be to
support'onl§L those industries which af; grqwing nationally
and have differential growth advantdggs in the province. In
the short run, the province may benefit'by attracténg‘eCen
.nationél 'declining industries for which there are. strong
comparative .advantages, as was the case for dairy products.

-

4.3. NEWFOUNDLAND

Prerexisting Industrial Structure: Newfoundland 1is

the second least (next to Prince Edward Island) - industrial- .
ized province of Canada. However, it is highly speéialized
in processing of primary products, for which it has compara-
tive advantaéeé. For example, fish products is the largest
. industrial sector in the prdvinée. In 1970, it accounted -

for about 4Z.0 per cent of Newfoundland's manufacturing em-

"
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ployment, which rose to about 50.0 per ceﬁt in 1978.. .It'is
to be noted that fish products is a naETénal growth. industry
and'eﬁjo§s comparative adbantage from ﬁqwfcundléna's loca-

. 2 7
tion on the west coésﬁ of . the North Atlantf?“UEean and near
the Gﬁif of St. Lawrence river. Thus the province'appearé
' to have increased its specialization 1in national growth in-
dustries for which it has comparative advantages. It may be
due to this reason ;Hat Newfoundland improved its industrial
mix effect and experienced an increase 1in net total gain of
manugacturipg'employment during the second period, which
were- reflected in the shift and share resuits (discussed be-

low).

RtV
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Teble &-A

Industrial Patterns of Employment Growth in Newfoundland: 1961-69

1 11 LIl Iv

Manufacturing Industries Total Shift Jndustrial Mix Differential Growth

SIC Absolute % of Absglute % of Absolute % of
Nomes Codes Values Total Values Totel Values Tatal
Fish Products {1110)  «la65 +78.9 +169 +78.2 +1296 .. +76.5
The Grouped Industries {5998) +391 +21.1 47 +21.8 +364 +20.3
Pylp & Paper Mills (2710) -1347 -76.5 -186 -56.2 '=1161 -78.3
Sewmills : . (2513) -204 -11.6 -45 13.6 =159 -10.7
Soft Drink (1410} =154 -8.7 -27 -8.2 -127 -8.6
Sash & Door (2541) =38 -2.2 -1 ~0.3 -36 -2.4
Bokerins ' (1290) ' -17 -1.0 =72 ° 2.7 +55 +3.2
Total Gains*® +1856 +100.0 +216 . +100.0 +1695 +100.0
Totol Loases* ’ -1760 -100.0 =331 - -100.0 . -1483 -100.0
Net +96 : -115 +212

Note: * In case of absolute values the total geins or losses are total of oll manufacturing
industries in the province, but in case of % of total they are total of only those
menufacturing industries which are listed in the table.

-

Table 6-8B

' Indus}‘:rial Patterns of Employment Growth in Newfoundland: - 1970-78.

I ’ 11 . 111 Iv

Manufacturing Industries Total Shift Induntrial Mix Differential Growth
SIC Abopolute % of Absolute X of Absolute % of

Namea Codes Values _  Tatal VYolues Total Yalues tatal
Fish Products (1020) +2190 +79.0 +1181 +94.7 +1009 +62.1
The Grouped Industries (9998) +501 +18.1 -18 - -9.4 +51% +31.9
Bogtbuilding & Repair ~(>280) +80 +2.9 +2 +0.2 +78 +4.8
Pulp & Paper Mills - (2710) -550 =75.7 -B1 42,4 =469 | -73.6
Publishiry & Printing (2890) -61 -B.4 -17. -B.9 b4 -6.9 .
Sowmills (2513) -59 -8.1 +£5 +5.2 -124 -19.5
Bakerieg ; (1072) =57 -7.8 p; =75 -39.3 +18 +1.1
loral Gains®™ - +2771 +100.0 +1247 +100.0 +1625 +100.G
lotal Loooos* =727 -160.0 -191 -100.0 -637 -100.0
Net ' +2044 +1056 +988 '

Note: * In case of pboolute values the total gains or losses are total of gll manufecturing .
industries in the province, but in case of % of total they are total of only those
manufacturing industries which are listed in the taoble. ‘
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4,.3.1 Regional Patterns of Manufacturing Emplqjment
* Growth: 1361-65 and 1970-78

The shift and share results for Newfoundland are pre-
sented in Tables 6-A and 6-B. Column II of these tables re-
veals;%ggﬁwNewfoundland experienced a net'tdtél gain in man-
ufact@ring emplbyment during the 1961-6S pefiod as well as
the 1970-78 period. In the first period the province gained
only'96 manufacturing jobs. 'This'gain was mainly because of
the‘differéﬁtial growth, the positive impact of.which offset
the employment losses resulting from its unfavourable indus-
trial mix (see Table 6-A, Columns III and IV). In tﬂ; sec-
ond peri;d Néwfoundiand's manufacturing -‘employment gaia in-
creased to 2044, of which 1,056 (51.7‘per cént) jobs wefg
accounted for by its improvéd industrial mix (Table 6-B,
Column III) and 988 (48.3 perrcent) jo ere-éccqynted for
by its diffeiential growth advéntagé (TS;;: 6-B, Column IV},
%hen the resylts of the second period were - compared with
thosé of the first period; the folléwing growth patterns
weréfnoted: During the second period: (i) there was a tre-
mendous. increase in net tdfal. gai5~of manufacturing employ-
ment,” (ii) there was an improvement in the industrial compo-
sition of the-.-province, as a result the indpsfrial mix
effect reversed from negative to positive, and,(iii) there
was about gss.o'per cent inc?ease in employheht gain result-
iné from its aifferenfial growth. Although thege patterns -

of growth may have resulted from Newfoundland's pre-existing

-



156
industrial structure, they may also have resulted from the
effects of the RDIA programme. In order to explain these

_patterns of growth, the distributicn of RDIA assisted estab-
rITshments was examined. |

‘

4.3.2 Patterns of Structural Changes and the RDIA Grants

It is evident from Figure 6 that among the slow grow-
ing provinces, Newfoundland was the second smalldbt (next to
Prince Edward Island) reiépient of RDIA grants. The prov-
ince accounted for-only 3.1 per cént of ﬁet accepted offers,
2.3 per cent of estimated capital cost, 3.4 per cent of in-
centive grants, and 2.7 per cent of.expected new jobs. How-
ever, “in comparison to its industrial base and population,
these grants were considerable. For.example, ‘the new jobs
created by these grants accounted for about 26.0 per cent of
total mapufactur&ng émployment in the province, a percentage
which was higher than in Quebec, and Manitoba (see Appendix
A). Thus the RDIA grants, ghich were given to Newfoundland,
were sufficient in-absolute terms to bring about changes in
the industrial structure and to stimulate dJdifferential em-
ployment growth of the provincet In order to determine the
impact of RDIA assisted establishments in changing the in-
dustrial structure and stimulating the differential employ-
ment growth of the provinee, the distribution patterns of

these establishments by various types were examined.

2
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Seétor Level Analysis: 1In order to chanée the indus-
trial structure of the province to the changing patterns of
demand, there was a need to attract new establishments qnd
new product expansion. In fact, about 62.0 per cént cf the
RDIA assisted establishments, which were located in New-
foundland, were new plants and new product expansion (see
Figure 9-;'(ii) ). It was noted that about 73.0 per cent of
new plants aéd‘about 84.0 per ‘cent of new produc; expansion
were in the national growth sectors (see Appendix D). Ig
ﬁa; also noted that the new plants and new product expansion
were more job creators than those which received grants for
expansion and modernization. This may be one of the reasons
why Newfoundland's 1industrial mix effect improved and re-
versed from negative to positive during the s%cong period.

It 1s revealed by Figure 9-B (ii) that in Newfound-
. land the RDIA programme gave a very high proportion (61.6
per cent) bf grants to industries which were growing nation-
ally in employment as well as in value added. In addition,
it gave 17.0 per cent of grants to industries which were
growing nationally in employment. This may be another rea-
sbnlwhy Newfoundland improved its industrial mix effect angd
was experlencing rapid employment growth during the second
period.

Figure 9-C (ii) shows thét in Newfoundland a very
high proportion (92.5 per. cent) of grants were given to

small and medium sized establishments. It was noted that
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about B85.0 per cent of these establishmeﬁts were in the cat-
egory of naticnal growth industries (see A?pendix E). This
action of the programme appeafs-to have  positive impact on
the industrial mix of the province and is in agreement with
the ﬁrovincial government’'s industrial development stratégy
in which "less emphasis is beifig placed on the attraction of
lérge scale industrial development™ (DREE, 19794: 31).

Newfoundland experienced a positive proportionality
modification shift during the 1961-69 period as w as the
1970-78 pe%iod (see Tables 2-A and 2-B, Column V?j%\\ This
indicates that - the: province was gaining employment by at=-
tracting nationai growth industries during both periods.
However, there was a slight drop in employment gaiijaufing
the second period. ' This could be the result of a. few de-
cliniﬁg industries which were aﬁtractea to the province by
the RDIA programme (see Figure $-B (ii)). It is interesting
to note that this decrease in employment gain was associated
with a tremendous increase in employment gain resulting Erom
differential growth (see Tables 2-A and 2-B, Columns VI %nd
VII). This patfern of growth is indicative of the faét that.

Newfoundland did well even by specializing in nationally de-

clining industries. To some- extent, this credit goes to the

RDIA programme which gave grants to a few industries which

were declining natiocnally, but had strong comparative advan-

tages in the province and created a high number of jobs (see
- 3

Table 6-C, Growp_II, Column II and III).
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Disagqregated Level Analysis: The shift and share

results at a more disaggregated level are presented in Téf
bles 6-A and 6-B. Column II of these tébleS'indicates that
Newfoundland did have somé industries which were experienc-
ing net employment losses. éowever, the employment losses
in these industries were not high enough to offset the em-
ployment gains in other industries. Cdnsequently, the prov-
ince experienced net employment gain in both periods.

It was noted above thét during the second period New-
foundland experienced an increase in net total gain of manu;-(
fécturing employment. Table 6-B (Column II) shows that fish

products, the grouped industries, and boatbuilding and re-

-palr were the major contributors to this increase. The fish

products industry was a national growth industry and had an
increased comparative advantage in the province from an ex-
tension of the fishing zone up to 200 miles (see Table 6-C,
Column.v). It waé experiencing net employment gain in both
periods and was given the highest™qumber of RDIA grants. It
accounted for 55.& per.cent of expected new job to be creat-
ed in this province (Table 6-C, Column\III). Similarly, the
category of grouped industries was exéeriencing net employ-‘
ment gain in both periods. Aithough'thgs category of indus-
tries had an unfavourable industrial m%x during the second
period, it had a strong differential Iowth-advantage in the
province, and hence ekperienced rapid employment growth (Ta-
ble 6-B, Columns III and,PVTT*-IHé9category_of groupea in-

dustries was also givefd a higher number of RDIA grants. The
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- boatbuilding and repair was also a national growth industry
which had a differential growth advantage in the province,
and ‘in turn recéigsf_a significant proportion of grants. By
concentrating grants to industries which were growing na-
tionally, and/or industries having a comparative advantage
in the province, the RDIA programme appears té be responsi-
ble: for a tremendous incFease (about 2029.0 per cént) in het

total gain of manufacturing employment.

Pulp and paper, and sawmills are the industries which

were expgriencing a very high net total 1loss of employment

L n Eéwfoundland. Although these two industries were losing
employment in both periods, thege was a considerab}e'drop in

. 3 their employment losses ‘during the seécond period (see Tables
6-A and 6-B, Column II). In the case of pulp and paper this
drop in emplqyment loss may be ﬁh;\fesult‘ of increased de-
mand for newsprint and a cheaper supply of hydro power
(DREﬁ, 1979@). 1In the case of sawmills this drop in employ-
~ment losses appears to be the result of the RDIA programme
which provided the second (next to fish' products) highest

. nuﬁg;:-;;\l?ranfs'to this industry (see Table 6-C, Column
I1). Since the sawmills indusfry was a national growtﬁ in-
dustry, thighDIA assisted establishments had some positive
impact on its industrial mix which reversed from negative

during the first period to positive auriﬂg the second peri-

od.** Thus, by giving grants to a national growth industf},
- .

** It is reported by DREE (197948) that in Newfoundland the
sawmills were small sized and run by family enterprises
i &

-

s
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the RDIA programme .appears toshave improved the industrial
mix which - in turn has reduced net employment logs in that
industry and ipproved the growth performance of thé‘prov—

ince.

4.3.3 Patterns of Differential Employment Growth and the
RDIA Grants

It was noted above that during the second period Ney;»
foundland experienced a'coﬁsiderabie increase in employment
gain resulting from its differential gfoﬁth. Although this
pattern of employment growth may have éesulted from improvea
access either to inputs 6r markets for its manufacturing in-
dustries, it may also ha§e resulted from the effects of the
RDIA programme. In order to determine the association be-
tween the RDIA programme énd the performance of Newfound-
land’'s differential employment growth, the distribution pat-
terns of RDIA assisted establisgﬁents were _examined.

There were forty-two indus;rial categories in - New-
foundland, which{%eceived RDIA grants. Of the the forty-two
industries, twenty-eight (about 66.7 per cent) wére national
growth-industries which-had differential growth advantages
in the province, sawm&lis being the exception. Even the re-
maining fourteen (aboﬁt 33.3 per cent) industries, -which
were declining nationally, also seemed to have differential

growth advantages. {Table 6-C 1illustrates this point. It

T

!

i
\

~ . ] .. )
as a secondary source of income. This may be one of the -
reasons why sawmills experienced negative industrial mix
during the first period. '
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Distribution of RDIA Grants among Yarious Industries of Newfoundland: 1970-78
I . .11 III IV v
Manufacturing Industries =~ Establishoents Expected New Z of Types
‘ ot Jobs Employ- of
: SIC B - ment in  Indus-
Names Codes /\Nua)er - % Number 5 1970~ tries
Group: I -
Fish Products . (1020) 5% 4.6 2365 . 55.8  42.4 GRG
Metal Stamping & Costing (3040) 7 4.4 105 2.5 . GRG
Meat Processors (1011} 6 3.8 150 3.5 . GRG
Frozen Fruit & veg. (1032} 5 3.1 50 1.2 . GRG
Sash & Door {2540) 5 3.1 55 1.3 7 = GRG
Signs & Displays {397 4 2.5 24 G.é6 .- GRG
Structural Concrete Prod. (3542) 3 1.9 33 0.8 . GRG
HNon-Commercial Treiler (3262) 2. 1.3 116 2.7 - * GRG
Household Furniture (2619) 2 1.3 58 L lak . BRG
Plastics Fabricsting (1650) 2 1.3 42 1.0 » GRG
Misc. Electrica‘f Prod. (3399) 1 C.6 132 3.1 . GRG
Boatbui lding™s Repeir (>280) 1 0.6 8 __, 8.4 0.1 GRG
Group: U ' s
Fabricpted Struct. Metal (3020) 7 4.4 105 2.5 . DRG
Boakeries - {072} 5 3.1 40 8.9 2.7 DRG
MigC. Paper Converters (2740) 4 2.5 32 0.8 - DRG ,
Bairy Products (1040) 3°F 1.9 69 1.6 * DRG
Shipbuilding & Repair (3270) 2 1.3 132 3.1 » DRG
Confecticnery (1081) , 2 (1.3 9% 2.2 - ORG
Shoe Factories (17a0) 2 1.¥ 70 1.7 . DRG
Growp: IIl —— P M
Sawmills (2513) 7.5 252.. She 1.9 GRD
, SR ;
Sub Total 13G 8l.8 = 3942 92.9 <
The Grouped Ind. & Reat 29 18.2 300 7.1 52,9+ RG
" Provincial Total - . 15? 100.0 4282 0.0 100.0
=====k bt b ffdend !?—--=""'""---==::==== ------ Bt = e e
Note: The induutriuu with an ustcnsk are subject to dmclom:c
limitations onc belong to the Grouped Indumtries. -
Index :
' GRG = Growing both Nationally gnd Regionally. '
GRD = Growing Mationally but Declining Regionally.
DRD = Declining both Nationglly and Regionally.
DRG = Declining Nationnllaf Growing Regionally.
RG = Growing RegionaXly.
> ® -
/:.1 ’
& . <
s
rd
'I
] \\ .
. e
g\\- - " ~ .
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provides a list of those industries-;ﬁjéh accounted for 81.8
per cent of RDIA grants and were expected to create 92:9'per
cent of new jobs. . Columns 11 and‘v (Group 1) of this table,
indicate that mbore than two-thirds of the grants were pro-
vided to indﬁstries which were growing nationally and also
had diEEérential growtﬁ.advantages in ther province. Fur-
thermore, it provided soﬁe_grants to-indust;ies which, al-
thoﬁgh declining nationally, nevertheless had a differential
growth ad#antége in the province; that is, tﬁey wefe experi;
encing faster §mployment,growth in Newféundland than else-
where in Canada. From this pattern of distribution; it ap-
pears that the RDIA programme' did allocate its resources to
industries which had the possibility of providing a more se-
cure future for the province. In addition, the grants given
to the province were sufficient in absolute te}ms¢;o‘sgﬁmu—
late differential émployment grovwth in the province.-

In a subsequeht analysis, the differential growth in
ét

employment of the recipient industries was regressed agai

new jobs to determine the direction and degree of associa-

tion between them. - As expected from the distribution pat-

terns of RDIA grants, the c0efficiept.of correlation (Simple

': r = +0.96) and the reéression coefficient (B = +0.42) were.

pvkitive aqq statistically significaht at .01 level of con-
fidénce. ,Théjnéw_jobs_exﬁ}ained_;bput 93;0 per cent of var-
iations ip the differential growqh. These results indicate
that an imprbvement in the differential employment growtﬁfof

Neﬁfoundland.may have resulted from the RDIA programme.

. . 7 7 ,,-/ Y
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The standardized residuals were then examined to

N~ determine if other factors were affecting the differential’
\\\\§row;h of the province. = In boatbuilding and repair, the
stqndafdized.residual was about +1. The employment gain in
tkié.industry wés greater than 'eipeqﬁed. This may be the
result of an extension of the fishing zone up to 200 miles,
which may . have increased fishing activities which in turn
may have created demand for fishing boats and vessels.
@ff-shore 01l and gas explorgtio;‘-may also have created de-
mang for off-shore drilling platforms and Qessels and thus
stimulated employment growth in the bbatbuilding and repair.
dn the other side of the ledger, the standaréized
residual in .sawmills was greater than -1. The employment
loss was more than expected. The depletion of.easily acces-

sible forest resources, and an increasing cost of labour and

P

transportation may have put this industry at competitive

aisadvantage both in the,national as well as foreign markets
A

<

and caused employment losses. Thus accessibiiity either to
inpﬁts or markets appears to be another factor affecﬁing the
differential employment growth of the province.

It appears from the above results that the RDIA pro-

gramme was most successful in changingAfavourably the indus-
trial stgucture and stimulating the differential employment
growth in Newfoundland. An important lesson to be learned

from Newfoundland's case study is that[ﬁhe growth pérform-

ance of a province can)be 1improved by‘stimulating‘;esource-

A Coe | (

-
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-based industries for-which the - province has a comparative
advantage. The impacts would have been even more spectacu-

lar if the resource-based industries had also been national

- - . R
growth industries. .
4.4  NEW BRUNSWICK ' ~
Pre-existing Industrial Structure: It is evident

from Table 1 (Column II) lthét among the Atlantic provinces,
New Brunswick was the most industrialized province. =~ The
main: reasons for its indust;ia% development were its compar-
ative advantages and rich natural resources. .According to a

DREE report (1979e), "New Brunswick was endowed with rich

i
Py

forest resources - particularly softwood -, had an abundant
supply of hydro~elec£ricity, and had good access to tidewa;
ter. These factors led to the development of pulp and paper
mells, sawmills, and a qumber of wood industries. Similar-
ly, the soil and climatic factors provided cdmparative ad-
vantages for pr @ucing a variety of aggj;ultural proaucts.
The DREE ,reportlfﬁrther notes’, that NewaBthswick's costal
location providef. accesg to ri?h Atlantid-ﬂi;shing grounds.
The cqmparativef advantages iﬁ' agficuléur@i~ products and
fishing led %o the development:of a food and béverage indus-
try. Thus tlie I Zustrial structure of New Brunswick is
highly spegialized,infggs;&resource-based industries. More

specifically, in 1978 the pulp and paper . mill, sawmills,

-rxother wood industries, and the food and beverage industry

.‘

-
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accounted for about 61.0 per cent of total manufacturing em-
ployment in the ¢province. .

it is to be noted that New Brunswick was doing well

as long as.it had comparative advantages. According to DREE

".(1979e), in recent years the situation has changed. The

province has lost its advantage in hydro-eiectricity. The
majority of its resource-based industries are energy-inten-
sive and now depend on o0il generated electric power. With

the igcrease in oil prices, they faced higher energy cost as

well as a higher transportation cost. DREE further notes

that because of the small domestic market, its products have
limited scope for expansion. Furthermore, some of its prod-
ucts are subject to higher tariff barriers and so have be-
come less competitive on foreign markets. Finally, because
of its specialization in resource-based industries and heavy
dependence ornt foreign markets, especially the United States,
the economic activities irn the province are prone to cycli-
cal fluctuations. These facts. clearly indicqté that New
Brunswick's comparative ;nd competitive advantages have de-
teriorated in recent years. It thus may be due to these
factprs that Neé Brunswick experienced .negative differential

~

growth during the second period, “which in turn reversed the

Ay

-

patterns of employment growth from a-net gain to a net'losg>

It was gquite evident in the shift and share results (disg-

cussed below). -“‘\\ '



3 . 169-170

Table 7-A

Industrial Patterns of Lmployment Growth in New Brmani%}c: ‘196169

I Il III Iv
Manufacturing Industries Total Shift Industrial Mix Differentisl Growth
SIC Absolute L% of Abmolute % of Absolute ~ % of

Names . Codea Values Total Values Total Values Total
The Grouped Industries (9998) +1384 +58.0 +983 +56.3 +1002 +52.8
Fish Products (1110} +291 +14.3 . +136 +20.0 +155 «8.2
Concrete Producis (3470) +152 +7.5 -5 -0.3 +157 +8.3
Machine Shops (3080) +116 +5.7 +157 +23.1 ~41 -8.0
Pulp & Peper Mills (2718) =453 -31.2 w236  -15.8 . =217 -42.2
Sawmills ! ' (2513) -309 =21.3 421 =-2B8.4 +112 +5.9
Bakeries (1250) -178. -12.2 -240 -16.2 +52 +3.3
Printing & Publishing {2890) =155 -10.7 -131 -8.8 =24 -4.7
Feed Manufactursrs (1230) =125 -8.6 . -39 -2.6 ¢+ =B85 -16.5
Dairy Factories- : {1050) =51 3.5 =237 -16.0 +187 +9.8
Meat Processors (1010} -19 -1.3 -101 -6.8 +B82 4,3
Tetal Gains® +2035 +35.5 +680 +«99.4 +1899 +92.6
lotal Losacs® & -lassa -88.8  -laBS  -9a4.9 -518 -7l.a
Net +58]1 -B05 ' +1385%

Note: * In case of absolute values the total geing or losses ore total.bf all menufacturing
industries in the province, but in case of % of total they are total of only those
monufacturing industries which are listed in the table.

kK

- . : Table 7-8

Industricl Patterns of Employment Growth in New Brumswick: 1970-7B

I 11 III Iv

Manufacturing Industries Total Shift Induatrial Mix Differential Growth

SIcC Absolute % of Absolute % of Absolute % of
Names Codes Values Tatal Valyes Total Valuen Totel
The Grouped Industries (9998) +1250 +82.9 =121 =-13.3 +1371 +78.5
Publishing & Printing {28%90) - +163 +10.8 =33 =3.6 «156 «11.2
Fish Products (1G20) +22 +1.5 *701 ~43.7 -679 -25.8
Sewmills (2513) =755 -84.6 +739 +45.0 -1493 -56.8
Bakeries (1072) =332 -19.6 -207 -22.8 ~125 -4.8
Dairy Products (10403 =236 -13.9 =208 -22.9 -28 .o=1.1
Machine Shops {3080) -160 -9.6 -1p2 =11.3 -58 =2.2
Pulp & Paper Mills (2710) =53 =3.1 =150 ~16.5 +97 +5.6
jotal Goins* +1507 +95.2 +1605 +89.7 .+1747 +35.3
Total Loases* -1693 ~90.8 =907 -90.4 = -2631 =%0.7
Net -186 . +598 -884

Note: * In case of absolute values the totel gmins or losses sre total of all menufacturing -
industries in the province, but in cass of % of total they gre total of only thosc
“manufactyring industries which are listed in the table: | M
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It was noted above that in manufacturing employment,
New Brunswick experienced a net total loss (Figure 4-B),

-
whereas in value added by manufacture, it experienced a net

"total gain (Figure 5-B). Since the province is heavily con-

> = .
centrated in resource-based indust?;gs which tend to be cap-
) .

ital-intensive, the application g# modern technology may

. .. -
have increased productivity at the'cost of employment.

4.4.1 Regional Patterns of Manufacturing Employment
Growth: 13%61-69 and 1970-78 :

The shift and share results foF New:Brunsﬁick are
presented in Tables 7-A and 7-B. Column II of Table 7-A
shows that New Brunswick experienced a net total gain of 581
manufacturing jobs during the 1961-é§ pericd. This gain was
mainly because of the differential growth, the positive im-
pact of which offset the emgloyment lésses resulting from
its unfavourable industrial mix (Table 7-A, Columns III and
IV). Unlike the 1961-69 period, New Brunswick experienced a'
net total loss of 186 manufacturing jobs during the 1970-78
beriod (Table 7-B, Column -II). This loss was the result of
differential growth, the negative impact of which offset the
employment gaiﬁs fesul;inglfrom its improved industrial mix
(Table 7-B, Columns III and IV). When the' results of the
second -period were compared with those of the first pqriod;
the following growth patterns were noticed. During the sec-
ond périod:‘;(i) there was a defi?ite improvement in the in-.

dustrial composition of the province, as a rgSult of which

i ' | =
f/" . / \

J
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the industrial mix effect reversed from a negative to posi-
tive value, and (ii) there was a definite deterioration in
the comparative advantages of the - province, as g result of
which the differential growth effect reversed from positive
to negative, which in turn reversed the pattern of net em-
ployment growth in the province from positive to negative.
Although these patterns of growth may have resulted from New
Brunswick's pre-existing industrial structure,'they may also
have resulted from the effects of the RDiA progrémme. In
order to éxplain these patterns of growth, the distribution

of RDIA assisted establishments was examined.

-

4.4.,2 Patterns of Structural Changes and the RDIA Grants
Figure 6 indicates that among the slow growing prov-
inces, New Brunswick was the fourth largest recipient of
RDIA grants. The province accounted for 7.6 per cent of net
acceptednoffers, 6.7 per cent of estimated cap%tal cost, 9.5
per cent of incentive grants, and 7.5 per cent of expected
new jobs. However, LX comparison to its jndustriai base and
population, the ﬁroéince was the second iargest rgcipiént.
For example, the new jobs created by the RDIA  grants ac-
counted for about 38.0 per cent/éf total manufScturing em-
ployment in the province. (see Appendix A). Furthermore,
Newfoundland received 62 grants per 100,000 population, a
rate which was again the égcond highest among the slow grow-

'ing provinces., Thus the RDIA grants, which were given to

. : ~ .
New Brunswick, were -sufficient in absolute terms to bring
™~

b;/<:§h | -
. .. ] E
» I . >
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about changes in ' the” industrial structure and to stimulate
differential employment growth of the province. In order to
determine the impact of RDIA assisted establishments on the
structuéai change and the differential employmeng growth‘of
the province, the distribution patterns of these establish-
ments by various typés were examined.

'Séétor Level Analysis: 1In order to adjust the indus-

trial structure of New Brunswick to the changing patterns of

demand, there was a need “o attract new establishments and
new product expansion. An-examination . of Figure 10-a (ii)
reveals that about 61.0 per cent of Rﬁfg'assisted establish-
ments, which were located in this province, were new plants
and new product expansion, the vast majority (about 71.0 and

66.0 per cent respectively) of which were in the national

growth sectors (see Appendix D). This méy be one of the
reasons why New Brunswick's industrial mi# effect reversed
from negative during the first period to positive during the
second period. 4

+ " One of the objeﬁtives-oerDIA programme is to attract
manufacturing establishments and thus to-: change favourably
the indugtrial structure of slow growing provinces. This
could be achieved by injesgung growth industries in a prov-
ince. An examinagion o) igure 10-B (ii) reveals that the
RDIA programmg did what was needed. It gave 49.7 per cent
of grants to industries which were growing nationally in em-
ployment as well as in value Aﬁdded, and 19.3 per 'cent of

/

o A
o
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grants to industries which were growing nationally in either
employment of value added. This may be another reason why
New Brunswick’'s industrial mix improved and reversed from
being negative during the first period to positive during
the second period. .

Figure 10-C (ii) shows that in New Brunswick a very
high proportion (89.5 pé% Eentf of grants were given to
small and medium sized estaglishments. It.Qas noted that
abqut 71.0 per cent of theée establishments could be cat-
egorized as national growth industries (see Appendix E). It
may be for thié reason that the industrial mix of thé pr@w—
ince also reversed from being negative to positive during
the second period. This action of the programme was in ac-
cordance with the provincial .government's industrial devel-
ophent strategy in which "Considerable emphasis has been
placed on small business degelopment as a means of attaining
the employment creation objectives for the manufacturing
sector and the economy” (DREE 197§é: 29).

"It is to be noted that in New Brunswick the propor-
tionality modffication shift reversed from positive during
~the first periodl'to negative_during the second périod (see-
Tablﬁg 2-A andﬂ 2jB,‘ Column VI). This indicates that the
province lost- some emplo;hent by'modifying its indugﬁriél
structure. This emplbymené %ﬁgs could be partly the'result

of the RDIA programme which‘/providéd'graﬁts to some declin-

ing industries in the province (Figure 10-B (ii)). However,
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the other faétofs affecting the_proporliona}ity modification
_shift éf the province appear to be the depletion of natural
'resources, higher energy and transportétion costs, and a few

structural problems (discussed below).

Dfsaggregated Level Analysis: The shift and share

;eSﬁlts at disaggregated levél éf manufé&tpring industry are
presented in Tables 7-A and 7-B. Table 7-8 (Column II) re-
_Geals.ghat the éategory of grbuped indusgrieé, publishing
and printiﬁd) and fish products, with 95:2 per cent of total
.emplbymept gqigs, weré the important i?dustries which expe-
%&enced net employment gains in the province during the se&-
ond period. However, the employment gains in these induéﬂﬁ)
tries were not large enouéh to offset the employment losses
in other industries, such as sawmills,{gakeriest‘déiry prod-
ucts, machine shops, and pulp and.papef/;ills; Conseguent-
ly, the province experienced a net tétal losé in manufactur-_
ing émployment. . '
Table 7-B (bolumn I111) shows that fiéh products and
‘sawmills were mainly responsible for improving the industri-
al mix of the province and reQersinq it from negative to po-
sitive during . qﬂ% second period. © It is to be noted that
these two industries were nati;nal growth industries’ and
provided the higﬂest number of RDIA grants (see Table 7-C).
Hence they may experienced considerable employment

gains and improved the industrial mix of thé province. How-

ever, this progrefsive element of the programme and the em-

t
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ployment gains which resulted were outweighed by a deterio-

ration in comparative advantages of these industries. For

example, ~ 1t is reported by DREE (1979%e) that in New Bruns-

wick there was decline in  fish stocks, the seasonal opera-

tién of fish processing plants, shortages of'coid-storage

L

‘facilities, freezer trawlers, large vkssels, ice-breakers,

an inadeguate trucking system, and high transportation

costs. As a ;esult of theée fachors, the fish products in-
dustry appears to have experienced ployment losses whigh

negated mosi of its employment gdins resulting from the in-
¥ ploy

dustrial mix'cqmponent of the shift/share index, leaving a

small net employment gain (Table 7-B, Columns, 1II,. II1 and

L—
IV). Similarly, because of a shortage of quality sawlogs,

s

higher energy and transportation-igfﬁs, tariff barriers, and
a heavy dependence on one foreign market, the United States

(DREE, 197%e)}, the sawmills-indﬁstry appears to have experi-

enced employment losses which were high enough to offset the

employment gains rééulting from industrial mix cémponent of

the shift/share index, leaving lirge net employment losses |

{Table 7-B, Column .IT, III and’IV). Thus, by giving a high-

" er number of grants to these two growth industries,. the RDIA.

programme appears t¢o have improved the industrial mix of the

province and redude net total loss in manufacturing employ-

o

ment. Ve - ’ ' ' . ST

g

In the case of bakeries, dalry products, and machxne

shopsf/ the RDIA prog&amme appearsq to have_dﬁépted a defen—h

= ¢ B T :

3! ' o %
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sive policy. In spite of being national declining indus-
tries, these industries were provideé RDIA grants. This may
be one of the reasons that the net .employment losses in bak-
eries and dairy products increased, and tﬁe net employment

gain in machine shops changed/rEQ net employment loss during

the. second period (see Tables 7-A and 7-B, Column I1). To

some extent, an increase in employment losses of bakeries
and dairy products appears to be the result of deterioration
in their differential growth aanntages during the second
period (Tables 7-A and 7-3, Column IV).

It was noted that in the. case of publishing and
printing: the pattern of net employment growth changed fro;
negative to pogitive, whereas 1in the case of pulp and paper
mills, the net employment loss dropped from 453 jogs to only
53 jobs during the second period (see Tables 7-A and 7-B,
Column II}. Thus there was some improvement in the g}owth
performance of these two industries. This improvement ap-
pears to be the result of increased demand for newsprint and
the devaluation of the Canadian dollar, and thus independent

cf the RDIA programme’s effects.

4.4.3 Patterns of Differential Employment Growth and the
RDIA Grants

It was noted above that in New Brunswick, the pattern

of differential growth reversed from positive during the’

-first period to negative during the second period. In order
to explain the association between. this pattern of growth

o

I/‘
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and the RDIA programme, the distribution'patternsl of RDIA

assisted establishments were examined below.

There were’ nigety—£9d§>industria; categories in New
Brunswick, which ﬁéceiﬁzé RDIA grants. Ofrihe ninety-four
industries, fifty-nine (62.8 per cent) ~were national growth
industries’ and thirty-five (37.2 per cent) were declining,
the majority in both categories of industries had differen-
tial growth advantages in the province. “Table 7-C provides
2 list of those indué;ries which accounted for 70.3 per cent
of RDIA grants and were expected to create 74.4 per cent of
new_jobs. Columns II and V (Group I) of this table indicate
that the RDIA grant§ were given to a larger number of indus-
tries which were not only national growth industries, but
also had differential growth advantages in the proviéce.
Fﬁrthermore, Columns II and V.(Group II) of this table indi-
cate that some of grants were given to industries which were
declining nationally, but had differential growth advantages
in the province. By contrast, Columns I1I aﬁd V {Group 1V}
indicate that the RDIA grants were given to few industries
which were both déclining nationally and had differential
growth disadvantages in the province. It is evident from
this pattern of distribution that the RDIA programme did in-
vest in industfies which-had the possibility of ‘providing a
more seéure future for the province. In addetion, the
grants;@iv§ﬁ/)to the province wereée sufficient in absolute

terms %6/stimulate differential employment growth in the

-~
7
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Table 7-C

Distribution of RDIA Grants among Yerious Industries of New Brunewick: 1970-78

- I II 111 IV Y
Manufacturing Industries Establishments Expected New % of Types
-~ . . Jobs Employ- of
SIC ment in. Indus-
. Names . Codes  Number -1 Number = 1970 tries
Group: I . _
————e . .
Sash & Door (2540) 22 5.6 426 3.6 d GRG
Housshald Furniture (2619) 14 3.6 420 3.6 . GRG
Misc. Machinery & Equip. (3150) 10 2.6 230 2.0 v= = GRG
Structural Concrete Prod. (3%42) 10 2.6 B0 0.7 “ GRG
Plastics Fabricseting (1650) 9 2.3 153 1.3 . GRG
Metsl Stamping & Coating ‘(3040) . 5 1.3 140 1.2 o GRG
Boatbuilding & Repair (3280} 5 1.3 170 l.a . GRG
Signs & Displays (3970) 4 1.0 72 0.6 0.2 GRG
Matal Door & Window - {3031) 4 1.0 208 . 1.8 hd GRG
Ophthalmic Goods _(3914) 3 0.8 207 1.8 b GRG
Misc, Metal Fabricating  (3090) 2 0.5 208 1.8 . GRG
Teilet Preparations (37700 1 - 0.3 315 2.7 . GRG
Pulp & Paper Mills - (2710) 1 ™ 0.3 -7 0.1 18.1 = GRG
Group: II , oo
Misc. Wood Industries (2599) 11 2.8 352 3.0 0.2 DRG
Confectionery (1081) 10 2.6 280 2.4 * - DRG
Soft Drink (1091) & 1.5 96 0.8 1.6 DRG
Misc. Furniture (2660) S 1.3 100 g.8 . DRG
Fabricated Struct. Metal {3020) 5 1.3 70 0.6 * DRG
Electrical Ind. Equip. (3360) 4 1.0 324 2.7 . DRG
Shipbuilding & Repair (3270) 3 0.8 618 5.2 . DRG ot
Knitting Mills (2390) 2 0.5 396 3.4 * DRG
Filament Yarn Mills (1830) 1 0.3 426 3.6 . DRG
Group: III
Fish Products _ (1020} &4 11.3 1540 13.1 11.3 GRD
Sawmjlls v (2513) 37 9.5 1221 10.a 9.6 GRD
Meat Processors (1011) 12 3.1 156 1.3 1.9 GRD
Commercial Printing (2860) 11 2.8 66 0.6 0.8 GRD
Misc. Food Processors {1089) [ 1.5 234 2.0 1.5 ‘GRD )
Group: ¥ /
Dairy Products {1043) 12 3.1 B4 0.7 3.4, DRD -
Mochine Shops (3080) 8 2.1 88 0.7% 1.4 DRD
Bokeries {1072) 7 l.8 B4 0.7 3.3 DRD
Sub lotal 274 70.3 8771 74.4
The Grouped Ind. & Rest. (9998) 116 29.7 3016 25.6 46.7* RG
Provincial Total 390 100\.0 11787 100.0 100.0

Note: The industriea with an asterisk are subject to disclosure
limitations and belong to the Grouped Industries.

Index: GRG = Growing both Nationally and Regionally.
GRD = Growing Nationally but Declining Regionally.
DRD = Declining both Nationally and Regionally.
DRG = Declining Nationally but Growing Regionally.
RG = Growing Regicnally. ’
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province. It is rather.surprising fo.nofe that, in spite of
this action of the RDIA programme, the pattern of differen-
tial employment growth reversed from positive to negative -
during the second period. This appears to Be mainly because
of deterioration in comparative advantages (as ﬁ?ted above)
- of fish produ;ts and sawmills {see Tﬁbles 7-A and 7-B, Col-

¥

umn IV). ) . : ' )

Thg differentia} growth in employment of the recipi-
,ent‘industries was regressed against the new jobs to deter-
mine the direction and degree of association between them.
As expected from the diétribution-patterns of ‘RDIA grants,
the coefficient of éorrelatiog (Simple r = +0.54) ags the
regression ceoefficient (B = +0.167 were_pésitive and ststis-
tically ﬁignifiCantr at .05 level of confidence. ;The new
jobs explained about 29.0 per cent of variations in the dif-
ferential growﬁh. These results indicate that, ts some ex-
ﬁtent, the RDiA programme may haQe stimulated the -differen-
tial ehplbyment growth in New.Brunswick. Ho;eyer, there.
appear to be chef important factors affecting the differen-.
tial'employmeﬁt growfh’in the province, because a very high

sApercentage oflvariation remains unexplained. 7 |

" The stan@ardiéed residuals were examined to investi-
éate_ other factors affecting " the differgntial'.employmeﬁt
-grﬁﬁih'in ‘the province. - The stanaardized residuals were

less than + 1 in all industfies of New Brunswick, ,except for

Saﬁhills and fish'produbts in which the standardized residu-
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als were -1.5 and -3.0 respecively. fhe very high .negative
residuals clearly indicate that in these. two industries. the
employment losses were greater than expected: ‘As lno;ed
above, ..this could be the result of a deterioration in their
coqg?rative advantages - {(i.e. shortage of qpalitf séhlogs;‘
depletion in fish stocks, etc.) or a detggiora;ion in their
access either to inputs or markets. These faétqrs' were
strong enough to reverserthe pattern of diffefential eméloy-
ment growth from a Aet gdin to a net loss during the second
period. . This in turn compensated for the embloyment gains
resulting from improved industrial mix and reversed the pat-
tern of employmént growth in the province from a net total
gain during the first period to a net total loss during the
second period. '

L]

1t appears from the abové results that the RﬁIA pro- -
gramme was suceessful in - changing_féonr;bly the industrial’
structure of New Brunswick. The programme also appears to
have stimulated the differential employment growth 1in.some
industries. However, 1t was not suffiéient ro offset the
employment losses that resulted Erom deterioration 1in com-—
parative advantages for fish products and sawmills. in or-
der to improve the differential>employment growth in New
Brunswick, these twé.inQUstries need special attention, es-
pecially in respect to negative Frends which were identified
above in this section. A lésson to be learned from New

. . . . . &2
Brunswick's case study is that the industrial mix of a prov-

ince could be - imprdved by injecting national growth indus-
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tries, as was  the case for fish products and sawmills.
waever, .for.improving an overall growth performance of a
proviﬁce, such growth industries must have comparative ad-

vantages 1n the province. .

4.5 NOVA SCOTIA

Pre-existing Industrial Structure: It is evident

from Table 1 (Column II) . that among the Atlantic provinces,
Nova Scotia 1s the second most industrialized province (next
to New Brunswick). . Its industrial . development was th re-

suly of the explejtation and export of natural ffesources. A

variety of agricultur;I products led to the evelopment of
food and beverage industries which, in 1978, accounted for
about one-third of manufacturing employment in the province.
Its coastalﬂfbcation provided access to the Atlantic fishing
grounds, which led to the development of fish processing
plants and a number of related industries, such as boat-
building and repair, and shipbuilding and repair. In addi-
tion to these, the extraction of coal from the Sydney-Donkin.
area and the access to forest resources led to the develop-
ment of iPon and steel mills, wood induétries, and pulp and
paper mills. Thus, Nova Sctoia's industrial structure -was
made up of resource-based industries as well as a few non-
resource-based industries, and contained an above averaée

proportion of national declining industries, and/or indusw=

tries which were growing slower in Nova Scotia than else-
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ﬁhere in Canada (see Table 8-A). However, 1in recent years
‘ this province has tended to increase.its specialization in
national growth ﬁndustries; and/or industries which were
growing more rapidly in Nova Scotia than elsewhere in Canada
(see Tables 8-B and 8-C). It may be due to these reasons
that in Nova Scotia the industrial mix as well as the dif-
ferential growth éffects improved and the pattern of employ-
ment growth reversed from a net total loss during the first
period to a net total gain during the second period, which

were reflected in shift and share results (discussed below).

-

4.5.1 Regional Patterns of Manufacturing Employment
Growth: 1386I1-63 and 1370-78

The shift ané share results for Nova Scotia afe pre-
sented in Tables 8-A and 8-B. Column II of T&ble 8-A shows
that ﬁova Scotia experien;ed a net total loss of 1,231 manu-
facturing jobs during the 1961-69 period.  Of the 1,231
jobs, 817 (66.4 pgr‘cent) jobs were lost due to its adverse
industrial composit{on (Table 8-A, Column III), -and 418
(33.6 per cent} jogi>were lost as the result of its differ;
ential growth disadvantages (Table 8-A, Column IV). Unlike
the 1961-69 period, Nova Scotia improved its position during
the 1970-78 period and experienced a net total gain of 1,417
manufacturing jobs (Table 8-B, Column II). Of the 1,417
jobs, 495 (34.9 per cent) Jobs were accounted for by Nova
Scotia's improved industrial composition (Table 8-B, Column
ITI1}, and 922 (65.1 per cent) jobs were éécounted for by its

improved differential growth (Pables 8-B, Column IV). When
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the results of the second period were compared with those of
the first pericd, the following growth patterns were identi-.
fied. During the second period: (i) the pattern of employ-
ment growth reversed from a net total loss to a net total
gain, (ii) there was an iﬁprovement in the industrial compo-
sition of the province, the  negative impact of which re-
versed to positive, and (1ii) there was also an improvement
in the differential employment growﬁh of the province, the
negative impact of which also reversed to positive. Al-
though these patterns of growth may have resultgd from Nova
Scotia's pre-existing industrial structure, they may also
have resulted from the effects of the RDIA programme. In
order to explain these patterns of growth, the distribution

of RDIA assisted establishments was examined.
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Table 8-A

Industrial Patterns of Employment Growth in Nova Scotia: 1961-6%

I Il III Iv

Menufacturing Induatries Total Shift Industrial Mix Differential Growth

siC Absolute % of Absglute % of Absolute % of
Names Codes VYalues Total Values Total Yalues Total
Pulp ond Paper Mills (2710) +596 +5.9 -67 =-3.5 +563 +40.2
Fish Products (1110) +332 +27.8 225 +20.5 +106 +65.4
Boatbuilding & Repair (3280) +32 +2.7 +103 +9.4 : =71 =3.4
Misc. Food Indumstries (1390) +29 +2.4 +0 +0.0 +«29 +1.8
The Grouped Industries (9998) -399 -16.5 +a43 +40.3 -842 -40.8
Shipbuilding & Repair (32700 -378 -15.6 =459 =23.9 +82 +5.0
Sawmills {2513) =355 -1a.6 -300 -15.7 =55 2.7
Sashk & Door (2541) =350 =-14.4 -6 -0.3 =344 -16.7
Dairy Factoriss (1058} =206 -8.5 -409% =-21.3 +203 +12.3
Commercial Printing (2860} -157 =6.5 =23 =1.2 =134 -5.5
Men's Clothing (2431) =154 6.3 =33 -1.7 -122 =5.9
Printing & Publiahing (28%0) -119 - -4.9 -167 -8.7 +49 3.0
Bogkeries (1290) ~43 -1.8 =231 -12.1 +188 «11.4
Mechine Shops (3080) -29 -1.2 . #1348 +12.2 =163 -7.9
Misc. Machinery & Equip. (3150) -40 1 -l.6 «134 +12.2 -174 -8.4
Total Gains* +1195 +82.8 +1100 +34.6 +1650 +80.1
Total Loases* -2426 -91.9 -1917 -86.4 . ~2064 -92.3
Net -1231 -817 =414

Note: * In case of mbsolute velues the total gains or losses ere total of all manufacturing
industries in the province, but in case of % of total they are totel of only those
monufacturing industries which are listed in the table.

Table B-B

Industrial Patterns of Employment Growth in Nova Scotia: 1970-78

I 11 111 Iv

Manufacturing Industries Total Shift Industrial Mix Differential Growth

- SiC Absolute % of Absolute % of Absolute % of
Names Codes  Values Total Yolues Total Volues Total
The Grouped Industries (9998) +3830 +77.1 +111 6.2 +3718 +85.7
Fish Products (1020} +14 +12.4 +977 +54.8 =363 =10.6
Migsc. Food Processors (1089) +271 +5.5 +42 2.4 +«228 +5.3
Pulp & Paper Mills « (2710) +179 +3.6 -64 ~5.0 +242 +5.6
Shipbuilding & Repair (3270) -1&35 =46.1 =255 -15.8 -1380 =-40.4
Sawmills (2513) -518 -14.6 +439 +24.6 -957 -28.0
Dairy Products . (loag) =423 -11.9 =321 -26.9 -102 -3.0
Bokeries {1072) =326 -9.2 =226 -17.6 =100 -2.9
Publishing & Prinmting (z8%0) =140 =4.0 =46 =3.6 -93 =2.7
Fruit & Veg. Canners. (1031) -88 -2.5 =158 -12.3 +70 +1.6
Total Gains* +965 +98.6 +1782 +88.0 +4338 +98.2
Totel Losoes* - -3548 -88.3 -1287 -83.2 -3416 -B7.6
Net . +1417 +4595 ) +922

Note: * In case of absolute values the total gains or losses are total of all manufacturing
industries in the province, but in caese of % of total they are total of only thoae
monufacturing industries which are listed in the teble.
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4.5.2 - Patterns of Structural Changes and the RDIA Grants

It is shown by Figure 6 that aﬁong the slow growing
provinces, Nova Scotia Qas the third largest recipient of
RDIA grants. The province accounted for 7.6 per cent of net
accepted offers, 9.7 per cent of estimated capital cost,
10.8 per cent of incentive grants, and 7.3 per cent of ex-
pected new jobs, In éomparison to its industrial base and-
population, these grants were considerable. For example,
the new Jjobs created by these grants accounted for about
‘32.0 per cent of total manufacturing employment in the prov-
ince (see Appendix A). Furthermore, Nova Scotia received 50
grants per 100,000 population, a rate which was higﬁer than
in Quebec, Newfoundland, and Saskatchewan. Thus the RDIA
grants, which were given to Nova Scotia, were sufficient in
absolute terms to bring about changes in the industrial
structure and to stimulate differential employment growth of
the province. For-detérmining the impact of RDIA assisted
establishments on the structural change and the differential
employment growth of the province, the distribution patterns
. of these establishments by various types were examined.

Sector Level Analysis: For adjusting the industrial

structure of Nova Scotia to the changing patterns of demand,
there was a need to attract new establishments and new prod-
uct expansion. An examination of Figure 11-A (ii) reveals

that about 61.0 per cent of RDIA assisted establishments,
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which ‘'were located in this province, were new‘plants and new
product éxpgnsion; the vast majority (about 67.0 and 79.0
per cent respegtigely) of which were in the national growth
sectors (see Appendix D). This may be one of the reasons
why Nova Scotia's ihduétrial mix effect reversed " from ﬁeg—
ative during the first period to positive during the second
period. '

One of the objectives Of RDIA programme is to attract
manufacturing establishments and thus to’ change favourably
the industrial structure of slow growing provinces. This
could be achieved by injecting national growth industries in
a province. An examination of Figure 11-B (ii) indicatés
tﬂat the RDIA programme did what waé needed. It gave 49.0
per cent of grants-to industries which were growing nation-
ally in employment as well as in value added, and 19.9 per
&ent of grants to industries thch were growing nationally
in éither employmenf‘ or value added. This may be another
reason why Nova Scotia's industrial mix improved and re-
versed frqm negative during the first periqd to positive
during the second periodé

It is evident from Figure 11-C (ii) that in Rova Sco-
tia a very high proportion S??.B per cent) of grants were
‘given to small and medium sized establishments. It was not-
ed that about 74.0 per cent of these establishménts were in
the category of national growth industries (see Appendix E).

It may be for this reason too that the industrial mix of
N
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~Nova Scotia reversed from negative during the first period
to positive during the second period.

In Nova Bcotia the proportionality modification shift

-

"was found to/be negative during the first period as well as

the second period (see‘Tables 2-A and é—B, Column VI}. This
growth indicates that even during the second
period \Nova Scotia did attract some natiocnal declining ins
dustries, s a result lost 116 manufacturing jobs (Fig-
ure 11-B (i1i) . It may be indicative of a bleak future.
However,. a low negative proportionality modification shift
accompanied by a high positive differential growth indicates
that Nova Scotia dig well during the second period_eden by
specializiné in nationally declining industries for which it
had comparative advantagés. To scome extent, this credit
goes to tﬁe RDIA programme which gave gfangs to a few indus-
tries which, although declining nationally, had a differen-
~tial growth advantage in thé province and crgated a very

high number of jobs (see Table 8-C, Group II, Columns II and
I11). '

Disaggregated Level Analysis: Tﬁe shift and share
results at disaggrega£ed level of manufacturing industry are
preéented in Tables 8-A and 8-B. It‘is to be noted that
these tables do not provide a complete 1isthf all indus-
tries’ in the province, but list only those industries which
experienced lafge employment gains or losses and ?ad signif-

icant influence on the provincial growth performance. Table
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8-B gtolumns I and 11) shows that shipbuilding and repeir,
sawﬁills, dairy products, bakeries, publishing and printing,
éné fruit and vegetable canners were the largest net employ-
ment léser in the province. They accounted for 88.3 pe;
cepf of total employment lossés in_the province. However,
ﬁhé net eﬁpléyment losses in these industries were not iarge
enough to offset the net employment gains in the grouped in-
.:Rdustries, fish products, miscellaneous_food processors, and
(Z}pulp and paper mills. Cpnsequently, the pattern of emplgy-.
ment growth reversed from a nét total-loss to net total gain
dﬁring the second period. N
The category ‘of grouped industries was the largest
contributor to the net total gain in  manufacturing employ-
ment of the , province. Ln/{giéwcategory of industsiés the
pattern of net employment growth reversed from negative dur-
ing the first period to positive during the second pefiod_
(Tables 8-A and 8-B, Column I1). It appears to be'the re-
sult of the RDIA prégramme which provided grants to this
category of industries, the majority of which were national

growth industries and/or had differential growth advantages

in the province (see Table 8-C, Columns IV and V). Thus, by

e

giving grants to national growth industries and/or indus-
tries having differential growth advantages in the province,
‘the RDIA programme appears to have improved the growth per-

formance of the province.

e
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Fish products, " miscellaneous food processors, and

pulp and paper mills were the other major contributors to

~ -

the net total gain in manufacturing employment of thé;g}av-
ince..” It is to be noted that these industries were experi-
encing net emplgyment gains during both periods, were na-
éional growth industries, and were provided a higher number
of RDﬁngrants (see Tables B8-A and 8-B, Column Ii: Table
8-C, Columns II and V). It is evident from this result that
in the case of Nova Scotia, the RDIA programme had supported
a trend ;ﬁward growing industries, and thus improved the
growth performance of the province. |

An examination of Table 8-B {(Column III) reveals that
fish products and sawmills were mainly reéponsible im-
proving the industrial mix of Nova Scotia and reversing It

from negative to positive during the second period. These

two industries were national growth industries and accounted.

for 79.4 per cent total employment gains resulting fromﬂthe
industrial mix component of shift/share index. | Table 8-C
(Group III, Column II} shows that these two industries were
also the largest recipient of RDIA grants in the pfovi;ce.
It appears from this result that by ihjecting national
growth industries, the RDIA programme was succsssful in im-
proving the industrial mix of this province.

‘ It was noted above that in Nova Scotia é low negative
proportionality modification shift is accompanied‘by a very

high positive differengial growth. To some exfent, this may

- - ~

4
/

S
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have resulted from communications eguipment and rubber prod-
ucts .industries (e.g. Michelin Tires)?* which were provided
RDIA grants. These two non-resource-based industries which,
although declining nationally, had a differential growth ad-
vantage in the province, and created a very high number of
jobs (Table 8-C, Group 1I, Column IIT).

Except for these progressive attempts, " in a few cas-
es, such as shipbuilding énd repair, dairy products, baker-
ies, and fruit and vegetable canners, the RDIA programme ap-
pears to have adopted a degensive policy. 1In spite of being
declining indusﬁries, they were provided RDIA grants. It
mayfbe'for this reason that in these industries, net employ-
ment losses increased during the second period. The in-
crease 1n the net employment losses of shipbuilding ;nd re-
pair,, dairy products, bakeries, and publishing and printing
may;have also resulteé from deterioration in their differen-—
tial growth advantages in the province. Since thégemploy—
ment losses in these industries were offset by employment
gains in other 1industries which were given a higher number
of grants, the 5verall impact of the RDIA programme appears

to be positive in changing °the industrial structure and im-

proving the net pattern of employment growth of the prov-

¢ Michelin Tires  (Canada) Limited, which was Jlocated in
Nova Scotia in 1971, was expected to invest 52.0 million
dollars .in May 1972 and June 1976, to receive from the
RDIA programme 10.2 million dollars as 1incentive grants
for new product expansion, and to create 1,548 new jobs.
In this multinational firm the employment increased from
initial 1,000 persons to:  over 3,000 persons by 1978
(DREE, 1979f). v
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Table B-C ' -

Distribution of ROIA Grants smong Various Industries of Rove Scotis: 1970-78

1 - 11 111 . S v
Manufecturing Industries Estsblinhments Expected New % of Types
’ s . - Jobs E€mploy- of

SIC ~ ment in lndus-
Names : Codes Number E Number - 1970 tries
Group: 1
Sash & Door (254C) 22 5.6 739 6.2 A GRG
Plestics Fabricsting (165L) 9 2.3 90 6.8 - GRG
£ rozen Fruit & Vegetables (1032) B 2.0 96 c.8 0.3 GRG
Misc. Fgnd Processors (1089) B 2.0 112 1.0 1.1 GRG
Metal Stamping & Coating (3040} . 8 2.C 104 6.9 . GRG
Misc. Mon-Metmllic Min. (3599) B 2.6 128 1.1 . GRG
Pulp & Peper Mills (2710) 7 1.8 427 3.7 6.9 GRG
- Iron & Steel HMilla (2910) 7 1.8 56 G.5 hd GRG
Carpet, Mat & Rug {186G) [ 1.5 LY 3.9 - GRG
Structursl Concrete Prod. (3542} 6 1.5 72 0.6 o GRG
Group: 11
Fruit & Yeg. Canners (1031} 9 2.3 27 c.2 2.0 DRG
Communications Equip. (3350} 7 1.8 1365 11.9 . DRG
Misc. Peper Converters (2740) 7 1.8 B4 0.7 . DRG
Foed Industry (1060) 6 1.5 48 0.4 0.6 DRG
Rubber Products (1623) > 0.8 1548 13.5 - DRC
Croup: Iil
Fish Products . (1626) 47 12.0 1551 13.%5 14.2 GRD
Sgwmillse (2513) 23 5.9 368 3.2 5.1 GRD
Lommercial Printing’ (2860) 20 5.1 2006 . 1.7 1.0 GRD
Household Furniture (2619) & 1.5 510 4.5 G.3 GRD
Group: IV
——— ——— ———— LS
Machine SHeops (3080) 11 2.6 154 1.3 0.7 DRD
Baker ies . {1072) 9 2.2 90 0.8 3.3 DRD
Dairy Products {104C) 6 1.5 162 1.4 4.7 DRD
.:S_hipbuilding % Repair (3270) 1 C.3 52 0.5 6.8 DRD
Sub Total 254 64.8 8757 76.4
The Grouped Ind. & Rest (9998) 138 35.2 2699 23.6 53.6* RG
Provincial Totel . 392 100.0 11456 100.0 10G.G

::.-.::::::::::::::::====::::::==:::::::=======:::======.—.:::::::::::::::::::::::::::::
Note: The industries with an asterisk sre subject to disclosure
limitations snd belong to the Grouped Industries.

Index: GRG = Growing both Netionally and Regionally.
GRD = Growing Nationally but Declining Regionally.
DRD = Declining both Kationally and Rogionally.
DRG = Declining Nationslly but Growing Regionslly.
RG = Growing Regionally.
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ince.

4.5.3 Patterns of Differential Employment Growth and the
RDIA Grants

it was noted above that in Nova Scotia, the pattern
of differential growth reversed from negative during the
first period to positive during the second period. In order
to describe the association between this pattern of growth
and the RDIA programme, the distribution patterns of RDIA
assisted establishments were examined‘beloé.

Table 8-B (Column IV) indicates that the category of
grouped industries was mainly responsible for reversing the
pattern of differential growth. It accounted for about 86.0
per cent of employment gain accruing from the differen£ia;
growth,. The largest contributors to this gain appear to be
two non-resource-based industries - communications eguipment
and rubber products. These industries had differential
growth advantages in the province. They were provided RDIA
grants and expected to create a large number of jobs (see
Table 8-C, Columns II and III). In addition to these, the
RDIA programme provided a high number of grants to other in-
dustries which were classified under the category of grouped
industries, had differential growth advantages in the prov-
ince, and were national growth industries (see Table 8-C,
Groups I and II, Columns II and III). Thus, by giving
grants to industries having differential growth advantages
in the province and/or the national growth industries, the

RDIA programme appears to have stimulated differential em-
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ployment growth in the category of grouped industries, which
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in turn improved the differential employment gfowth as well
as the net employment growth of the province.

There were ninety-two industrial categories in Nova
Scotia, which received RDIA grants. Of the ninety-two in-
dustries, fifty-five (59.8 per cent) were national growth
industries and thiry-seven (40.2 per cent) were declining,
the majority in-both categories of industries had differen-
tiai growth advantages 1in the province. Table 8-C illus-
trates this point.. It provides a list of those industries
which accounted for 64.8 per cent of RDIA grants and were
expected to create 76.4 per cent of new jobs. Columns 11
and V (Group I} of this table indicate that the RDIA grants
were given to a higher number of industries which were not
only national growth industries, but also had differential
growth advantages in the province. Furthermore, some grants
were given to industries whichﬁ although declininé national-
ly, had a differential growth advantage in the province (see
Group Il1). By contrast, it is evident from Table 8-C (Group
IV) that the RDIA grants were given to a fewer number of in-
dustries which were declining nationélly and had differen-
tial growth disadvantages in the province. This pattern of
distributlion indicates that the RDIA programme did invest in
industries which had the possibility of providing a more se-
cure future for the province. 1In addition, the grants given
te the province were sufficient in absclute terms to stimu-

late differential employment growth in the province.

\
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The differential growth 1in employment of the

recimient industries was regressed against the new Jjobs to

determine the direction and degree of association between

them. As expected from the distribution patterns of RDIA
grants, the coefficient of correlation (Simple r = +0.88)
and the regression coefficient (B = +0.50) were positiy d

statistically significant at .001 and .01 levels of confi-
dence respectively. The new jobs explained about 78.0 per
cent of variations in the differential employment growth.
These res;lts indicate that an improvement in the differen-
tial employment growth of Nova Scotia may have resulted from
the RDIA programme.

The standardized residuals were examined to investi-
gate factors affecting the differentiél employment growth of
Nova Scotia. In shipbuilding and repair, sawmills, and fish
products industries, the standardized residuals were around
-2. The employment losses in these industries were more
than expected. In:the case of skipbuiliding and repair,
this could be'the result of market factors. It is reported
by DREE (1878f) ﬁhat from 1975 onwards there was an increase
in the world shipping tonnage and fierce competition amdng
the shipbuilders of world. These factors‘may have reduced
the demand for shipping activities, left Nova Scotia without
any new contracts, and thus caused employment lésses in

shipbuilding and repair. In the case of sawmills and fish

préducts, the employment losses could be the result of sup-

I
3
" —

-



—

201
ply constraints arising from budwérm destruction, oveéwoéked
forests, and over-fished stocks (DREE . 1979f). Furthermore,
the increasing costs of energy, raw materiaf$% and transpor-
tation may have weakened Nova Scotia's competitive position
in outside‘markets for these products and . cause employment
losses. ‘Thus deterioration in comparative advantages or ac-
cess either to inputs or markets appear to be the other fac-
tors affecting the _affferential employment growth of the
province.

It appears from the above results that Nova Scotia is
the second province in which the RDIA programme has achieved
a greater success. This conclusion is based on the follow-
ing facts: (i) the industrial grants went to national
growth industries, most of which had differential growth ad-
vantages in the province, (ii) the RDIA grants given to Nova
Scotia were sufficient in absolute terms, and (iii) a higher
proportion of grants were new plants, and small and medium
sized, the vast majority of them were in the national growth
sectors. The shipbuilding and repair needs special atten-
tion. The inputs and market conditions of sawmills and fish
products need to be improved. Finaily, a lesson to be
learned from the case study of Nova Scotia is that if the
natural resources of a province are depleting, - the growth
performance of that province could be maintained or improved
by attracting non-resource-based industries for which there
are comparative advantages, as was the case for communica-

tions equipment and rubber products.
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4.6 'MANITOBA o !

Pre—existing Industrial ‘Structure: Among the slow

growing provincgs, Manitoba is the second most industrial-
ized province (next to Quebec). According to a DREE report
(1979i), resource endowménts, mérkets, " and location have
played an important role in its industrial development. The
exploitation of natural resources, the export of staples,
such as fur‘and wheat, and the backward,' forward and final
demand linkage effects of such'staples’led to the devéiop—
ment of manufacturing and serv;ce sectors in the province.
Its central location and connection with transportation net-
works of the most populous and industrialized parts of Cana-
da led to the development of Winnipeg as the "entrepot”,
which attracted 2 number of manufacturing and processing
plants as‘well as financial, commércial, and transportation
activities. DREE further notes that abundant hydro-electric
supply at attractive rates, increased access to forest and
fish resources, and well developed infrastructure facilities
and agglomération economies (especially in Winnipeg) led to
the development of pulp and ﬁaper milis, wood industries,
fish products, and footlose industries. Thus the industrial
structure of Manitoba was fairly diversified.

It is rather surprising to note .that, in spite of a
diversified industrial structure, Manitoba experienced em-
ployment losses during the first period, as was reflected in

the shift and share results (Table 9-aA, Columns 1I, 1III and
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IV}. It may be the result of the following factors. Mani-
toba's manufacturing activities were heavily dependent on
agricﬁlture and primary products which were highly sensitive

“to local, regional, national and internati&nal demands. The
indU§trial structure of this province was made up of §ﬁ;ll
sized firms, the majority‘of which were in the traditional,
labour-intensive gnd low-technology induétries. FEE%I%y, .
DRéE {19791) notes that because of tariff policy, thelﬁ}nigjf

ince was facing higher costs for externally purchased in-

puts, as the result of which its products may have become
- more expensive, less competitive and caused employment loss-
es. However, the shift and share results (Table 9-B, Col-
umns II, III and 1IV) indicate that during the seconé period
there was a considerable drop in employment losses resulting
from its industrial composition effect, and its differential
growth effect reversed from negative to positive. Conse-
quently, the province experienced a net total gain in manu-
facturing employment. th may be the result of the RDIA pro-

gramme, the impact of which is examined below.
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Table 9-A

- Industrial Patterns of Employment Growth in Manitoba: 1961-69

1 I1 111 Iy
Manufacturing Industries Total Shift Industrial Mix Differential Growth
: sic Absolute % of Absolute % of Absolute % of
Names Codes Values Total Yalues Total Valueg Total
Agricultural Implement (3110) +1020 +29.2 =20 -0.8 +1040 +27.9
Fruit & Veg. Canners (1120) +348 +10.0 =45 -1.8 +393 +10.6
Architectural Metal (3030) +282 «3.1 To-4 -0.2 +286 - «7.7
Industrial Chemicals (3780) +269 +7.7 ¢ -0 -0.0 +269 +7.2
Misc. Metal Fabricating (3090) +253 +7.2 +47 +4.0 +186 +5.0
Feed Manufacturers (1230) +252 «7.2 -28 -1.1 +280 +7.5
Fabricated Struct. Metal (3020} +169 +4.8 +31 +1.9 +138 +3.7
Signo & Displeys (3970} +148 +4.2 +15 +0.9 +134 +3.6
Ready-Mix Concrete (3480) +119 +3.4 +95 +5.7 +23 «0.6
Motor VYehicle Parts (3250) +73 +2.1 +221 +13.2 =148 -2.8
Wemen's Clothing (2241) +73 +2.1 =230 -9.1 +303 +8.1
Hoating Equipment (3070) +70 +2.0 =58 =2.7 +138 3.7
0ffice & Store Mechinery (3180) +56 +1.9 +122 +7.3 =56 -1.1
Machine Shops {308C) +39 +1.1 +252 +15.0 -213 =4.0
Sewmills {2513) +32 +{.9 -26 +=1.0 +59 \\\\51.6
The Grouped Industries (9998) -1752 -29.7 +54 +3.2 -1805 -34.3
Commercial Printing (2860) =631 -10.7 =116 -4,6 =515 -9.8
Bakeries (1290) =620 -10.5 =388 =15.3 =232 ~4.4
Doiry factories (10503 -608 -10.3 -483 -19.1 =124 2.4
Fur Goods (2660) =374 -6.3 =212 -8.4 =162 =3.1
Breweries (1550) -352 -6.0 -219 -8.7 =132 =-2.5
Poultry Processors (1030) - -351 -6.0 +57 +3.4 =407 -7.7
Paint & Varnish (3750) =201 -3.4 =59 -2.2 -laz2 ~2.7
Metal Stamping & Coating (3040) =170 -2.9 +23 +12.7 -383 -7.3
Concrete Products (3470) -152 -2.6 -30 -1.2 -123 -2.3
Sash & Doar (2541) =151 -2.6 -7 -0.3 -lsa -2.7
Plestic fabricators (385G) -108 -1.8 +245 +14.6 =353 -6.7
Printing & Publishing (2890) -94 -1.6 ~336 -13.3 +242 6.5
Stone Products (3530) =73 -1.2 =41 =1.6 =32 =0.6
Children's Clothing (2450) =41 =0.7 =116 =4.6 +75 +2.0
Publishing Dnly (z880) =14 -0.2 +7 +0.4 =21 =0.4
Total Gains* +3497 +31.9 +1676 +82.3 +3723 +95.7
lotal Lonses* -5901 -96.5 -2533 -96.1 -5269 -94.8
Net , ~2404 -857 -1586

Note: * In case of absolute values the total gains or losses are total of all manufacturing
industries in the province, but in case of % of total they are total of only those
monufacturing industries which are listed in the table.
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Table 5-8
Industriel Patterns of Employment Growth in Manitcba: 1970-78
I - I1 III C Iv
Monufacturing Industries. Total Shift Industrial Mix Difforential Growth
- ) sic Absolute % of Absolute % of Absolute % of
Names Codes  Values Tetal Values Jota) Values Total
Agricultural Implement (3110) +1057. +25.0 554 +22.0 +502 +14.1
Sash & Door ' (2540) +651 +17.9 +386 +15.3 +265 +7.4
Metal Stamping & Coating (3040)  +426 #11.7 +38 +1.5 +388 +10.9
Poultry Processors ° {1012) +290 +8.0 . «0 +2.4 +23] 6.5
. Ready-Mix Concrete (3550) +187 +5.1 +51 +2.0 +136 +3.8
Mest Processors {1011) +170 +4.5 +75 +3.0 +96 +2.7
Metal Door & Window (3031) +147 +4.0 +75 +3.0 +72 +2.0
Sawmills (2513) +145 +2.0 +51 +2.4 +84 +2.4
Coemunications Equip. (3350) +107 «2.9 =54 -2.1 +161 +4.5
Stone Products (3530) +107 +2.9 +7 +03 +100 - +2.8
Publishing & Printing - (2890) +40 +1.1 -98 -3.8 +138 +3.9
The Grouped Industries (9998) +37 +1.0 =320 -12.3 +356 +10.0
Publishing Only ' (2880) +12 «0.3 © «+]1l8 «i,7 =106 =3.1
Dairy Ppoducta {1040) =450 -12.9 =313 =12.0 -la7 =5.3
Women's Clothing (2841) —421 -1l.8 -25% -lo.o -162 -4.8
v Misc. Food Processors (1089} -388 -10.9 +130 & +5.2 =518 =-15.2
- Breweries (1093) =318 -8.9 +128 +5.1° | =446 =13.1
Miac. Metal Fabricating (3090} =300 -8.4 +98 +3.9 -398 ~-11.7
Bakeries (1072) -284 -3.0 =239 -9.2 . =45 -1.3
Architectural Metal (3039) =197 =5.5 +41 +1.6 ‘-238 -7.6
Commercisl Printing {2860) -187 -5.2 +138 +5.5 =326 ~9.6
Heating tquip. . {3070)  -163 -4.6 -2 -0.1 =161 -4.7
Household Furniture {2619) -148 -4.2 +126 +5.0 =274 8.1
Signs & Displays {3970) -97 -2.7 +11 +0.4 =108 -3.2
Febricated Struct. Metal (3020) =86 =2.4 =227 -8.7 ~+141 +4.0
Aircraft & Parts (3210) -75 =2.1 -450 -17.3 +374 +10.5
Feed Industry (1060} -57 -1.6 =52 -2.0 -5 -0.2 0~
Machine Shops . (3080) =38 -1.1 =143 =5.5 +105 +3.0
Paint & VYarnish (3750)~ =33 =-0.9 =59 - 2.3 +24 +0.7
Misc. Furniture (2660) =33 -0.9 =138 -5.3 +105 +3.0
Fu¥ Goods (2460) -3 -0.1 -20 -0.8 +17 +0.5
! Motor Vehicie Parts (3250) -3 -0.1 +1a0 +5.6 =143 -5.2
Total Gainn* +36484 +32.4 +2517 +88.9 +3562 +92.7
Total Losses*® -3571 -92.3 -2604 -91.4 =3402 =-90.5
Net +73 -87 © 160

Note: * In cese of absolute values the total goina or losses are total of all manufacturing
industries in the province, but in case of % of total they are total of only those
monufacturing industries which are listed in the table.
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4.6.1 Regional Patterns of Manufacturing Employment
' Growth. 1961-69 and 1970-78 .

The shift and share results for Manitoba are present-
ed in Tables 9-A and 9-B. Column II of Table 9-A shows that -
ﬂahitoba experiencgﬁ a net total loss of 2,404 manufacturing
jobs during the 1961-69 period. of the.2;404 jobs, 857
(35.7 per cent) jobs were lost due to its adverse industrial

composition (Table 9-A, Column-III), and 1,546 (64.3 per

cent)  jobs were lost as the result of its differential

growﬁh disadvantages (Table 9-A, Column IV). - By contrast,
Manitoba was noted to have improved_its pesition during the
1870-78 period;' The prov1nce experie;ced a net total gain
of 73 manufactﬁrlng jobs (Table 9—B, Column II). This é%in
was mainly be;a#ﬁé_of tﬁe differential.growth, the posipive
imﬁact oi‘which offset the employment-losses.fesulting from

its adverse industrial mix (see Table 9-B, Columns III and

V). When the results of the second period were compared

'with those of the first period, the - following growth pat-

terns were noted. During the second period: (i) there was
' *

a definite improvement in the net employment -growth which

‘reversed from negative to positive, (ii).although the indus-

trial mix effect-remained negative, there was a considerable
drop 1in employment losses resulting from its industrial com-

position, and (iii} there was an improvement in the differ-

ential empldyment growth which reversed from dégétive‘éoﬂgg:_,,-\
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éi%ive: Although these patterns of growth may have resulted
from Manitoba’'s pre-existing industrial structure, they may
also have resulted from the effects of the RDiA programme.
In order-to explain these patterns ©¢f growth, the distribu-
“tion of RDIA ‘assisted establishments was examined.

-

4.6.2. Patterns_g£ Structural Changes and the RDIA Grants

Figure 6 reveals that_among the slow growing provinc-
es, Manitoba was the‘secoﬁd‘largestA(next to Quebec) recipi-
ent of RDIA grahts. It accounted for 10.7 per cent of net
accepted offers;-B,S per cent of estimated capital cost,_9.0
per cent“df incentive grants, gand 8.6 per cent of expected
.new jobs.  In comparison to its industrial base and popula-
ti&n; these grants.gere coﬁsiderable. For example, the new
jobs created by,thgse‘granps accounted for about 26.0 per
cent of total manufacturing employment in the province, a
rate which was %ighef than in Qﬁebec. Furthermore,.Manitoba
'reﬁeived 56 grants pef 100,000 population and ranked the
thir@ highest recipient among the slow growing provinces.
Thus the RDIA grants, which were given to Manitoba, were
sufficient in absolute terms to bring about changes .in the
indugtrial Structure and to stimulate differential employ-
ment growth of the province. In order to determine the im-
pact of RDIA assisted establishments on the structural
changes and the differential employment growth of the prov-
ince, the distribution patterns of these establishments by

various types were examined.
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Sector Level Analysis: . 1In order to adjust the

industrial strﬁcture of'the province to the changing pat;
terns of demand, there was . a needito attré;t new establish-
ments and new product expan51on An examination of Ffoure
12-A, (i1) indicates th;t about 56.0 per cent of the "RDIA as-
51sted establlshments,\whloh_were located 1n Manltoba, “were
new plants .and new .produot expansion, a é;gh proportion

(about 68.0 and 65.0 per.cent respectively) of which were in

. the national growth séctors (see Appendix D). ‘Since the new

RDIA programme may be credited for the drop in employment

» losses accruing from the industrial mix effect. However,

the province could not reverse its industrial mix effect

from negative to positive because a considerable proportion

“'of new plants and new ﬁroduct expansion were in the national

»

dec11n1ng sectors (see Append1x D).
One of the objectlves of RDIA programme 1s" to attract
manufacturlng establlshments and thus to change favourably

the industrial structure of slow growing provinces. This

could be achleved by injecting national growth 1ndustr1es in

o a prOVIDCE. An examination of F1gure 12-8 (ii) reveals that

the RD¥A ptogramme gave 37.7 per - cent of grants " to indus--

triés whicﬁ’;ereﬂgroying nationally .in employment as well as

in value added, and 31.2 per ceht of grants to industries

which were growing ,.nationally in either employment or value

added. This may be another reason why Manitoba experienced

v ' 209

plants and new product expansion were more job creators, the -
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a drop in employment losses accruing from the industrial mix
. .

.effect.. However, the province was unable to reverse its in-

dustrial mix because a considerable proportion (31.0 per

" "cent) of RDIA grants were given to national declining indus-
£ _ nat dec

tries. : o -

»

It is evident from Figure 12-C {(ii) that in Manitoba

- a very high proportion (94.5 per cent) of grants were given

to small and medium sized establishments. It was noted that
aﬁgut 59.0.per cent of these establishments were in the_gat-
egory of national growth industries (see Appendix E). It
may -be for this reason toc that Manitoba experienéed a drop
in employment losses acc}uing from the industrial mix ef-
fect. However, a complete reversal of industrial mix effect
did not take place in the province because a considerable
proportion of small and medium sized eétablishments were 1in
the national declin{ng sectors (see Appendix E). '

In Manitoba the proportionality modification. shift
was noted to be negative during the first period as well as
for the second peried (sée Tables 2-A and 2-B, Column VI).
This pattern of growth indicates that even during the second
period Manitoba did 1increase its total of industries which
were deciining nationally, and as a result it lost 164 manu-
facturing jobs. However, a negative proportionality modifi-
cétion shift accompanifd by a positive differential growth
indicates that Manitoba, similar to Nova Scotia, did well
during the second period even by specializing in nationaily

declining industries for which it had comparative advantag-

‘
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es. To some extent, this credit goes to the RDIA programme
which provided grants to a few industries which were declin-
ing nationally, but had comparative advantages in the prov-
ince and <created a higher number of jobs {(see Table S-C,
Group I1I, Columns II and III).

Disaggregated Level Analysis: The shift and share

results at a disaggregated level of manufacturing industry
are presented in Tables 9-A and 9-B. It is to be noted that
these tables do not provide a complete list of all indus-
tries in the province, but list only those industries which
_experienced large employment gains or losses and had signif-
icant influence on the provinciél growth performance: Table
9-8 (Columns I and I1I) show that dairy products, women's
clothing, miscellaneous food processors, breweries, miscel-
laneous metal,fabricaiing, bakeries, ornamental metal, and
household furniture were the largest net employment losers
in the province. These ten industries accounted for about
80.0 per cent of total employment losses in the province.
However, the net gmployment losses in these industries along
with others were not large enough to offset the net employ-
ment gains in agricultural implement, sash, door and other
millworks; 6;;21 stamping and coating, poultry processors,
ready-mix concrete, meat processors, metal door and window,
sawmills, communications equipment, stone products, and a

few other industries (see Table S-B Columns I and II). Con-

seduently, the pattern of employment growth in Manitoba re-
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versed from a net total loss to a net total dain during the
second period.

Tables 9-A and 9-B (Column I1I) show that agricultural
implement, sawmills, and ready-mix concrete experienced a
net employment gain in both periods. In these industries
there was some increase in net employment gain during the
second pE;iod. It is to be noted that these industries were
national growth industries, had differential growth advan-
tages in thé province, and were given RDIA grants {see Table
9-C, columns Il and V).~

An examination of Tables 9-A and 9-B (Column II) re-
veals that in the case of sash, door and other millworks,
metal stamping and coating, poultry processors, stone prod-
ucts, publishiné and printing, publishing only, and the
grouped industries, the pattern of employment growth re-
versed from a net total loss during the“first period to a

net total gain during the second period. Although this

\\Fould be the result of change in their demand and supply

éhpditions, to some extent, it may also have resulted grom
thg\effects of the RDIA programme. For examp%e, except for
publ%shing and printing, and publishing only, all these in-
i
dusfries received RDIA grants, were national growth indus-
tries, and had differential growth advaﬁtages in the pf0v-
ince (Table 9-C, Group I, Columns II and V). Thus, by
providing grants to the most suitable industries, the RDIA
programme appears to have improved- the employment growth

performance of the province.

]
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Although commercial printing, breweries, and fur
goods were experiencing net employment losses during both
periods, there was a considerabie drop.in employment losses
during the second period (see Tables 9-A and 9-B, Column
I1). This could be the result of the RDIA programme. By
providing grants to these national growth industries, espe-
cially the commercial printing, the RDIA programme appears
to havekﬁiiéfsed their industrial mix effect ffom_negative
to positive snd thus caused a drop in net employment losses
during the second period (see Table 9-B, Column III: Table
9-C, Group III,_Column I11). In the case of-fur goods, the
drop in employment losses appears to be the result of some
improvement in its differential growth advantage.

Except for these progressive attempts, in the case of
bake}ies, and dairy products, the RDIA programme appears to
have adopted a defensive policy. Tables 9-A and 9-B (Column
II) show that these inéustries were experiencing net employ-
ment losses not only during the first period, bu9 a}so dur-
ing the second pericod. These.two industries were declining
nationally and héd differential growth disadvantages in the
province. In spite of being unsuitable, these industries
received RDIA grants. ]

In the case of women's clothing, miscellaneous metal
fabricating,_qrnameétal ﬁetal, heating equipment, signs and
displays, fabricated structural metal, feed industry, house-

hold furniture, machine shops, and motor vehicle parts, the

pattern of net employmént growth reversed from positive dur-
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ing the fifst period to negative during the second period
(see Table 9-A and 9-B, Column II). To some extent, this
could be the re;ult of the the RDIA programme that gave some
grants to these industries which were either declining na-
tionally or had differential growth «disadvantages in the
province (Table 9-C, Groups I1I, III, and IV, Columns II and
V). In the former seven industries, the reversed pattern of
growth may have resulted from deterioration in their differ-
engial growth advantages in the province (see Tables 9-2 and
9-B, Column IV). It is evident from the above two sets of
example that the RDIA programme attracted some industries to
the prov1nce which were declining natlggii}y. This may be
one of the reasons why Manitoba could not reverse its indus-
trial mix effect from negative to positive and also experi-
enced some employment losses accruihg from its proportional-
ity modification shift.

-

4.6.3 Patterns of Differential Employment Growth and the
RDIA Grants

It was noted above that in Manitoba the patterns of
differential employment growth reversed from negative during
the first period to positivé during the second periog. In
order to describe the associati®n between this pattern of
growth and the RDIA programme, the distribution patterns of
RDIA assisted establishments were examined.

There were 102 1industrial categories in Manitoba,

which received RDIA grants. Of the 102 industries, sixty-
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“Note:
Index: GRG =
GRD =
RO =
DRG =
RG =

Table 9-C

Distribution of RDIA Grants smong Various Industries of Manitoba: 1970-78

B= SR===

I - 111 Iv v
Manufacturing Industries Eatablishments Expacted New % of Types
Joba Employ- of
SIic ment in Indus-
Names Codes Number - Number = 1970 tries
Group: 1
Sash & Door (2540) 31 5.7 672 4.9 1.8 GRG
Misc. Machinery & Equip. (3150) 27 4.9 756 5.6 - GRG
Metll Stamping & Coating {(3040) 23 4.2 262 - 1.9 1.9  GRG
Megt Proceseors {1011) 18 3.3 234 1.7 6.0 GRG
PYastics Fabricating (1650) 15 2.7 240 1.8 hd GRG
ynthetic Resins (3730) 15 2.7 300 2.2 . GRG
Agricultural Implement (3110) 12 2.2 720 5.3 2.8 GRG
Non-Commercial Trailer (3242) 10 1.8 410 3.0 - GRG
Iron and Steel Mills (2910) 9 1.6 99 0.7 - . GRG
Embroidery & Plsating (1893) 8 1.5 120 0.9 . GRG
Sawmills (2513) [:1 1.5 488 3.6 0.5 GRG
Boatbuilding & Repair {3280) B 1.5 224 1.6 0.3 GRG
etable 0il Mills (1083} 7 1.3 70 0.% * GRG
Pou (1032) [ 1.1 108 0.8 8.7 GRG
Commercial Trailer (3243) 5 0.9 255 1.9 - GRG
Aircraft & Parts (3210) 4 0.7 456 3.3 4.6 CRG
Ready-mix Concrete (3550) 4 0.7 16 0.1 0.5 GRG
Stone Products (3530) 3 0.5 30 0.2 0.0 GRG
Motor Vehicle Mm)r’ (3230) 2 0.4 482 3.5 . GRG
Group: Il 4
Men's Clothing (2431) 18 1.3 1224 9.0 hd DRG
Coreal (1050) 17 - 3.1 68 0.5 » DRG
Machine Shops (3080) 12 2.2 204 1.5 1.2 DRG
Communications Equip. (3350) 10 1.8 400 2.9 0.4 ORG
Fobriceted Struct. Metal (3020) 9 1.6 189 1.4 2.2 DRG
Group: III ("\\
Commercial Printing (2860) 52 9.5 520 ,J).a “Su.s o oRo
Household Furniture {2619) 18 3.3 ala \3.0 2.3 GRD
Miac. Food Processors (1089) 7 1.3 B8 0.6 2.2 GRD.
Misc. Metal Fabricating  (30%0) 7 1.3 77 0.6 1.7 GRD
Group: 1V
Feed Industry (1060) 12 2.2 108 0.8 G.% DRD
Bakerien (1072) 10 1.8 90 0.7 2.3 DRD
Platemaking & Tpesctting (2870) 9 1.6 90 0.7 0.4  DRD
Women's Clothing (2841) 8 1.5 928 6.8 4.5 DRD
' sub totel \-»Y 404 73.6 10338 75.9
\\]\hc Grouped Ind. & WHesot (9998) 145 26.4 3281 25.1 59.7+ RG
Provincial Total 549 100.0 13619 160.0 180.0

The industries with on osterisk are subject to disclosure

limitations and belong to the Grouped Industries.

Growing both Nationally and Regionally.
Growing Nationally but Declining Regionally.
Declining both kationally and Regionally.
Declining Nationally but Growing Regionally.
Growing Regionally.

216
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three (61.8 per cent} were national growth 1industries and
thirty-nine (38.2 per cent) were declining,‘ the majority 1in
both categories of industries had differential growth advan-
tages in the province. Table 9-C illustrates this point,
it provides a list of those industries which accounted for
73.6 per cent ¢of RDIA grants and were expected to create
75.9 per cent of new jobs. Columns II and V {(Group 1) of
this table indicate that the RDIA grants were given to a.
higher number of industries which were not only national
growth -industries, but also had differential growth advan-
tages in the province. Furthermore, some grants were given
to industries which were declining nationally, but had dif-
ferential growth advantages in the province (see Group II).
By contrast,\’;;ble 9-C (Group IV} 1indicates that the RDIA
grants were given to a fewer number of industries which were
declining nationally and had differential growth disadvan-
tages in th@igrovince. This pattern of distribution indi-
cates that th% RDIA programme did allocate its some resourc-
es to industgies ﬁgich\had the possibility of providing a
more secure f&tgr; for the province. 1In addition the grants
given to the province were sufficient in absolute terms to
stimulate differential employment growth in the province.

The differential growth in employment of the recipi-
ent industries was regressed against the new jobs to deter-
mine the direction and degree of association between them.

As expected from the distribution(patterns of RDIA grants,

the coefficient of correlation.( mple r = +0.30) and re-
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gression coefficient (B = 0.06) were positive. However,
only the <coefficient of cogrelation was statistically sig-
nificant at .05 level of confidence. Furthermore, 'theﬁnew
jobs explained only 9.0 per cent of variations 1in the dif-
ferential employment growth.

Siﬁce a very high percentage of variation remains
unexplained, the differential employment growth in Manitoba

must be affected by some factors other than the RDIA pro-

gramme. In order to investigate these factors, the stan-
dardized residuals were examined. In the case of agricul-
tural implement, aircraft and parts, metal stamping and

coating, and poultry processors, the standardized residuals
were greater than +1. In these industries the employment -
grew more rapidly than expected. It may have resuited from
the differential growth advantages that these industries had
in the province. In addition to this, the tax reduction by
provincial governmént, General Agreement on Tariffs and
Trade (GATT), the federal government's expenditures on com-
munications, defence, securit;&'and infrastructure facili-
ties, and the proximity to rapidly growing economy of the
Prairie region and the mid-western United States may have
improved their access either to inputs or markets and thus .
have stimulatéd employment growth. These industries may
also have benefited from other federal-provincial programmes

and policies.
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On the other side of the ledger, in the case of mis-
cellaneous food processors, breweries, household furniture,
commercial printing, ornamental metal, and miscellaneous

metal fabricating industries, the standardized residuals

were greater than -1. In these industries, employment grew
slower than expected. This may be due to some comparative
disadvantages, For example, because of inadeguate water

supply and sewage facilities, the fooéd and beverage indus-
tries are located fa{ away from crop and livestock producing
areas (bREE 1979i), and thus incur a higher cost of produc-
tion. Furthermore, an increase in oil price and cost of
transportation, a decrease in demand for these products, and
market .competition from the national and intérnational pro-
ducers may have had adverse effects on their employment

growth. .

s

It appears from the above results that by injecting
national growtﬁ industries ‘into ghe Manitoba, the RDIA pro-
gramme was successful in reducing employmeﬁtriosses accruing
from industrial mix effect. The proéramme also appears to
have achieved some success in stfgzzétjng the differential
employment g}owth in the province. However, the major fac-.
tors affecting differential employment growth in the prov-
ince appear to be the comparative advantages and increased

accessibility either to inputs or markets arising from fed-

‘eral expenditures on communicﬁ?ions, defence, security and

infrastructure facilities, General Agreement on Tariffs and
Trade, tax reductions, and an increasing demand from the

™
re
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rapidly growing econoﬁies of Alberta, Saskatchewaa and the

mid-western United States.

4.7 SASKATCHEWAN i ;

Pr?-existing Industrial Structure: hmong the slow

'gfowing provinces, Saskatchewan is moderately industriaiized
(see Table 1)}, The province 1is rich in natural resources.
Its indugtrial development began with exploitaéion of agri-
culture. The high gquality of land puts this proviqce at a
comparative advantage for agricultural proéucts. An in-
creasing extra-provincial and wJ%ld demard fd; these,pﬁbd-
ucts led to-the development of food and beverage industries,
agricultural implement and related inéﬁstries. Similarly,
the exploitation of forésﬁ—resources ied to the development
of sawmills, and other wood industries. Thus the industrial
development in the province is. highly dependent on resource .
sectors, and markets located outside the province.

DREE reports that the small size of domestic market,
land-locked location, poor access to distant markets, and
scarcity of entrepreneurship and industrial infrastructure
are inhibiting the development of new activities and manu-
facturing industries (DREE, l979j). 'vsince most of the pri-
mary p;oducts are exported.ih raw and unbrocessed form, thg

~

province is devoid of benefits arising from value added.

’
T

DREE also notes that the province suffers from the leakage

effect that results from the use of imported machinery and
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equipment in the resource sect;r; Furthermore, because of
water shortage, drought conditions, and Saskatchewan'g high’
dependence on resource sectors, and .extra-provincial and
foreign marke;s, the emploxment in this province is subject
to cyclical fluctuatiéﬁgi It may be for these reasons that
Saskatchewan has experienced employment losses during the
first period, as was reflected in the shift and share re-
sults (Table 10-A, Columns II, III and IV). However,.Table
10-B (Columns II, 1III and 1IV) indicates that the p;ovince
improved its position during the second period and has expe-.
rienced employment gains. This could be the result of re-
source boom. The province is very rich in a few mineral re-
sources, such as oil amd gas, potash, and uranium. The
rising energy,6 prices, and increasing eﬁtra-provincial and
world demands for these products have led to the development
of a number of manufacturing and processing industries in
the province. However, our intent is to determine whether
the RDIA programme had an impact on this growth.

-

4.7.1 Regional Patterns of Manufacturing Employment
Growth: 1361-63 and 1570-/8

The shift and share results for Saskatchewan are pre-
sented in Tables 10-A and 10-B. Column II of Table 10-A in-
dicates that Saskatchewan experienced a net total loss of
1,522 manufacturing jobs during the 1961-69 period. Of the
1,522 jobs, 1,188 (78.1 per cent) jobs were lost due to its

adverse 1industrial composition (Table 10-a, Column III), and

-
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334 (21.9 per cent) jobs were:-lost as the result of its dif-
ferential growth disadvantages (Table 10-A, Column EV). As
opposed to-the 1961-69 period, Saé;atchewan improved its po-
sition during the 1970-78 period and experieﬁced a net total
gain of 3,130 manufacturing jobs (Table 10-B, Column II).
Of the 3,130 jobs, only 97 (3.I per cent) jobs were account-
ed for by its improved industrial composition ‘(Table 10-B,
Column III), and the remaining " 3,033 (96.9‘per cent} jobs
were accounted for by its 1improved differéﬁtial growth f?a;i
ble 10-B, Column IV). When the results of the second'pe;igd;
were compared with those of the first period, tﬁe following
growth patterns were noticed. During the second period:
(1} éhe pattern of emploément growth reversed from a net to-.
tal loss to a net total gain, and (ii) there was an improve-
ment in the industrial composition as well as in the differ-
ential employment‘growth of the province, théﬂ negative
impact of which reversed to positive. Although these pat-
terns of growth may have resulted from Saskatchewan's pre-

existing industrial structure, they may alsc have resulted

-from the effects of the RDIA programme. In order to explain

these patterns of growth, the distribution of RDIA assisted

.

establishments was examined.

"

el

D)

r



2
225

4.7.2 Patterns of Structural Changes and the RDIA Graﬁts
Figure 6 indicates that among the slow growing prov-
inces, Saskatchewan was the fifth largest recipient of RDIA
grants. The province accounted for 4.2 per cent of net ac-
cepted offers, 4.2 par cent of estimated capital éost, 4.3
per cent of ince;tive grants, and 3.8 per cent of expected
new Jjobs. In comparison to its industrial base, these
grants were considerable. For example, the new jobs created
by the RDIA grants accounted for about 31.0 per cent of to-
tal manufacturing employment in the province, a rate which
was higher than in Newfoundland, Manitoba, and Quebec (;ee
Appendix A). Thus the RDIA grants, which were giyen to Sas-
katchewan, were sufficient in absolute terms in bringing
about changes in the ' industrial structuré and stimulating
the differential employﬁent growth in the province. In or-
der to dgtermine the impact of RDIA assisted establishments
on the structural changes and the differential employment
growth in the province,: the distribution patterns of these

establishments by various types were examinegd.

Sector Level Analysis: To adjust the 1industrial

structure of the.province toe the chénging patterns of de-
-mand, there was a need to attract new establishments and new

product expansion. An exémination of Figure 13-A (ii) indi-
<§€§tes‘that about 60.0 per cent of RDIA assisfed establish-

ments, which were located in Saskatchewan, were new plants

and new product expansion, a high proportion {about 67.0 and
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58.0 per cent respectively) of which were 1in the national
growth sectors (see Appendix D). This may be one of the
reasons why Saskatchewan's industrial mix effect reversed
_from negative during the first period to positive during the
sécond periocd.

One of the opjectives of RDIA programme is to attract
manufacturing establishments and thus to change favourably
the industrial structure of slow growing provinces. This
could be achieved by injecting national growth industries in
a province. A look at Figure 13-B (ii) ‘reveals that the
RDIA programme gave 52.5 per cent of grants to industries
-which were growing nationally in employment as well as in
value added, and 18.0 per cent of g}ants to indusfries which
were growing nationally in either employment or value added.
This may be another reason why Saskatchewan's industrial mix
effect reversed from negative to positive during the second
period. '

Figure 13-C fii) shows that in Saskatchewan a Qery
high proportion (89.9 per cent) of grants were provided to
small and medium sized esta?lishments. It was noted that
about 67.0 per cent of these establishments were in the cat-
egory of national growth industries (sge\Appendix E). This
indicates that the programme has SU§§bgted a trend toward
small and medium sized establishments, the vast majority of

which were in-.the national growth sectérs.

e
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Saskatchewan experienced a positive proportionality
modification shift during the 1961-69 period as well as for
the 1970-78 period (see Tables 2-A. and 2-B, Column VI).
This indicates that the province was_géining employment by
attracting national growth industries during both periods.
However, there was a slight drop in employment gain during
the second periogd. This could be the result of a few de-
clining industries which were attracted to the province by
the RDIA programme (see Figure 13-B (ii)). It is interest-
ing to not; that this decrease 1in employment gain was asso-
ciated with a tremendous increase in employment gain accru-
ing from differential growth (see Tables 2-A and 2-B,
Columns VI and VII). This pattern of growth is indicative
of the fact that Saskatchewan did well even by specializing
in nationally declining industries. To some extent, this
credit goes to the RDIA programme which gave grants to a few
industries which were declining nétionally, but had differ-
ential growth advantages in the province and created a high
number of jobs (see Table 10-C, Gfoup II, Columns II and
I11).

Disaggregated Level Analysis: The shift and share

results at a more disaggregated level are presented in Ta-
bles 10-A and 10-B. These Tables do not provide a _complete
list of all industries located in the province, but list
only those industries which experienEéd large employment
gains or losses and had significant influence on the prﬁvin-

cial growth performance. Table 10-8 (Columns I and 1I1)
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shows that meat processors, and bakeries were the largest
net employment losers in the province. These two industries
accounted for about 96.0 per cent of total employment losses
in the province. However, the net employment losses in
these industries were not large enough to offset tﬂe net em-
ploymentggains in‘the‘ grouped industries, agricultural im-
plement, ready-mix concrete, publishing aﬁd printing, feed

industry, soft drink, sawmills, commercial printing, and fa-

bricated structural metal. Consequently, the -pattern of em-

rployment growth reversed from a net total loss to a net to-

tal gain during the second period.

Tables 10-A and 10-B (Column IT) indicéte that agri-
cultural implement, ready-mix concrete, commercial printing,
feed industry, and fabricated structural metal are the in-
dustries which were experiencing net employment gains during
both periods. The former three industries were national
growth industries and had differential growth advantages in
the prdvince. The latter two industries, although they were
declining nationally, had differential growth advantages 1in
the province. It is to be noted that all these indﬁstries
were provided RDIA grants (see Tables 10-C, Columns II, III
and V). Thus RDIA programme appears to have allocated its
resources to the most suitable industries in the province.

It is evident from Tables 10-A and 10-B (Column II)
that in the case of the grouped industries, publishing and
printing, soft dripk, and sawmills, the pattern of employ-

ment growth reversed from a net total loss during the first
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period to a net total gain during the second period. The
emﬁloyment growth in the grouped industries was spectacular,
from a net total loss of 498 jobs to a net total gain of
2,039 jobs {Tables 10-A and 10-B, Column II). It may be due
to the fact that the majority of grouped industries were na-
tional groﬁth industries and had differential growth advan-
tages in the province (see Table 10-C, Group I, Columns IV
and V). Purthérmore, a few industries, classified under the
category of the grouped 1industries, although declining' a-
tionally, had differential growth advantages in the provinée
(see Table 10-C, Group II, Columns IV and V). The other in-
dustries, similar to the grouped industries, were either na-
tional growth industries or had strong differential growth
advantages in the province. By providing grants to the
grouped industries as well as to the other industries, the
RDIA programme appears to have improved their employment
growth performance and supported a trend toward more suita-
ble industries. | ‘

Except for these industries, bakeries, breweries, and
meat Processors were ﬁhe industries which were experiencing
net employment losses ﬁn the province (Table 10-B, Column
I1}. 1t was only in the cage of bakeries, the RDIA program-
me appears to have adopted a defensive policy. U1t provided
grants to bakeries 1n spite of the fact that this industry
was a national declining industry, had differential growth

disadvantages in the province, and experienced net employ-
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ment losses during both periods. However, 1in the case of
breweries, and meat processors, the RDIA prbgramme appears
to have adopted a progressive policy. By providing grants
_to these national growth industries, the programme imprdvgd
their industrial mix effect and thus reduced net employment
losses (Table 10-C, Group I1I, Columns II, III and V; Table
10-B, Columns II and II1). In breweries, the employment
gain accruing from improved industrial mix was ablé to com-
pensate most of the employment losses resulting from differ-
ential growth disadvantage, leaving a small net total loss
(Table 10-B, Columns II, III and 1IV). For meat processors,
the employmént gain accruing from the industrial mix effect
was small as compared to employment losses resulting from
the differential growth disadvantage, and the result was a
large employment loss. This loss may be due to the market
condition in which there was a shift from meat production to
grain production, for example, "Many Saskatchewan producers
left the hog business when strong wheat prices provied po-

ducers with a profitable alternative™ (DREE, 1979j: 20).

4.7.3 Patterns of Differential Employment Growth and the
RDIA Grants )

It was noted above that in Saskatchewan, the pattern
of differential employment ‘growth reversed from negative
during the first period to positive during the second peri-
od. In order to describe the association between this pat-

A

tern of growth and the pattern of RDIA grants: the distribu-

tion patterns of RDIA assisted establishments were examined.



Table 10-C

8

Distribution of RDIA Grants among Varjous Industries of Saskatchewan: 1970-78

Note: The industries with an asterisk are subject to disclosure
limitetions and belong to the Grouped Industries.

Index: GRG
GRD

DRD

ORG

RG

Growing both Nationally and Regionally.
Growing Nationally but Declining Regionally.
Declining baoth Naticnally snd Regionally.
Declining Nationally but "Growing Regionally.
Growing Regionally.

1 . II III Iv Y
Manufacturing Industries Establishmenta Expected New % of lypes
Jobe Employ- of
SIC - ' ment in  Indus-
Names Codes Number = Number %— 1970 tries
Group: I T
Agricultural Implement {3110) 18 8.3 468 7.8 2.6 GRG
Sash & Door (2540) 13 6.0 291 5.9 - GRG
Misc. Machinery & Equip. {3150) i1 5.1 275 4.6 b GRG
Commercial Printing {2860) 9 4.1 &3 1.1 2.7 GRG
Iron & Steel Mills (2910) 7 3.2 623 10.4 - GRG
Motal Stamping & Coating (3040) 7 3.2 56 0.9 . GRG
Non-Commercial Trailer (3242) 7 3.2 175 2.9 . GRG
Structural Concrete Prod. (3542} 5 2.3 40 - 7 0.7 . GRG
Vegetable 0il Mills (1083) 4 1.8 56 0.9 b GRG
Plastice Fabricating (1650} 4 1.8, 26 0.9 hd GRG
Architectural Metal (3039) 4 1.8 60 1.0 - GRG
Ready-mix Concrete {3550) 3 1.4 9 0.2 1.5 GRG
Poultry Processors (1012) 2 0.9 240 4.0 . GRG
Steel Pipe & Tube Mills  (2920) 2 0.9 286 4.1 - GRG
Boiler & Plate Works (3010) 2 0.9 304 5.1 hd GRG
Group: 1I
Febricated Struct. Metal (3Q020) 9 4.1 207 3.5 2.8 DRG
Foed Industry (1060) 7 3.2 63 1.1 0.% DRG
Men's Clothing (2a31) 7 3.2 581 9.7 . DRG
Clay Products (3511) 5 2.3 25 0.4 . DRG
Comaunications Equip. (3350) 4 l.8 328 5.5 - DRG
Machine Shops (3080) 3 1.4 114 1.9 d DRG
Misc. Vehicle Manufact. (32590) 2 0.9 144 2.4 b DRG
" Group: III
Meat Processors (1G011) 20 9.2 380 6.3 10.7 GRD
Brewsries T{1093) 3 1.4 30 6.5 2.4 GRD -
Sewmills (2513) 1 0.5 80 1.3 2.9 GRD
Growp: 1V -
Bakeries {1072) 5 2.3 30 0.5 5.8 DRD
SB. T 164 75.6 4944 82.6
The Grouped Ind. & Rest (9998) 53 24.4 1043 17.4 67.7* RG
Provincial Total 217 100.0 5987 100.0 100.0

233
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There were sixty-three industrial categories in Sas-
katchewan, which received RDIA grénts. " Of the sixty-three
industries, forty-one (65.3 per ceng) were national growth
indﬁstries and twenty-two (34.9 ber cent) were declining,
the majoritﬁ in both categories -of industries had differen-
tial groith advantages in the province. Table 10-C illus-
trates this point. It provides a list of those industries
which accounted for 75.6 ber cent of RDIA grants and were
expected to create l8§.6 pef cent of new jobs. Columns II
and V (Group I) of this table indic%ﬁe”that the RDIg-grants

were given to a higher number of industries which were not

) only'national growth industries,” but also had differential

" growth advantages in the province. Furthermore, some grants

were given to industries which, although declining national-

ly, had differential growth advantages in the province (see

. Gfoup 11). By—dbntrast, it is evident from Table 10-C

(Group IV)  that the RDIA grants were giveén to a few indus-
tries which were declining nationally and had differential
growth disadvantages in the province. This pattern of dis-

tribution indicates that the RDIA- programme did invest in

industries which had the possibility of, providing a more se-

cure future for the province. 1In addition, the grants given
to. the province were sufficient in absolute terms to stimu-

-/
late’ differential employment growth- in the province.

A - The differ@ntial growth in employment'?ib:i;#iiﬁ}pi<\\
ent industries was regressed against the new jO o deter-
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mine the direction and degree of association- between them.
As expected from the distribution patterns of . RDIA grants,
the coefficient of correlation (Simple r = +0.91) and the
regression coefficient (B = +.45) were positive and statis-
tically significant at .OOi and .01 levels of confidence re-
spectively. The new jobs explained -about 82.0 per cent of
variations in the differential employment growth. These re-
sults indicate that an improvement in the differential em-
ployment.growth of’ Saskatchewan may have resulted from the
RDIA programme. ) '

About 18.0 per cent of variations in differential em-
ployment growth remains unexplained. This could be the re-
sult of factors other than the RDIA programme. In order to
investigate these factors, the standardized residuals were
examined. In the case of agricultural implement, the stan-
dardized residual was nearly +2. The employﬁent gain in

this industry was even greater than expected. It appears to

have resulted from the comparative advantage and increased-

acéess to markets. sFor exémpéc, Saskatchewan, being an ag-
ricultural provincé} has a'ready demand for agricultural ma-
chinery and equipment. « In addition to this, during 1970s
there was an increase in demand for agricultural‘products,
especially wheat (DREE, 1979j). This increése created an

. . N
additional market for farm machinery and equipment. Fur-

A

thermore, in a Multilateral Trade Negotiqé;gzggﬁﬁTN), under
the Generals Agreement on Tariffs and Trade (GATT), "The

~
~

111

<
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United States. has agreed...to permit duty free entry fo;
most ;anadian ‘produced agricultural machinery, implements
and parts™ (DREE 1979j: 50). Thus the agricultural imple-
ment industry has improved access to the United States' mar-
ket, which may have stimulated employmerit growth in this in-

dustry.

,‘cl? LY
On the other side“of the ledger, in' the case of meat

processors, the standardized residuval was greater than ~2.
The empioymént in this industry grew less rapidly than ex-
pecteé. . As noted above, it may be due-to a shift from meat
éroduction'tb wheat production for. which both the price and

demand was increasing. The small domestic market may also

have put this industry at a comparative disadvantage and.

L4

caused slower employment growth.

It appears from the above :esults that Saska;chewan
is the third province in which the RDIA programme was most
succegsful. By injecting a véiy ﬁigh'proportion gggnaﬁional

growth industries and new ﬁlants,(‘ the programme appears to

s

have improved the industrial mi f the province.. Further-

more, by providing grants to /industries which had compara-
. . ‘. ' :

tive advantages in the province, the programme may have

stimulated the differential employment growth in - the prov-

’

ince. The province may benefit from General Agreement on -

Tariffs and Traded, as was the case for agricultural imple-
ment. - Furthermore} the backward, forward and final demand

linkages of resource boom provide enough _opportunities for

hY
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the province to diversify its manufacturing base and reduce

the leakage effects.



—_— ' Chapter V

SUMMARY AND CONCLUSION

This :chaptef briefly summarizes the findings dis-
cussed above, draws conclusions, and offers\éome recommeﬁéa-
tions. It begins with a discussion of the RDIA programme's
effectiveness in achieving its objectives. It then presents
a summary of findings and conclusions. Finally, it offers
some recommendations for improving the RDIA programme's ef-
fec£iveness and for future research.

In general, it 1is concluded that the 'shift and
share’' technique may'be used as an evéluating tool. The
present study provid;s somé support and evidence that this
technigue can be of assistance to the policy maker, sﬁch as
the Department of Regional Industrial Expansion (DRIE, the
former DREE), for monitoring its success and improving its
industrial policy. For example, the technigue was success-
fullig picking ué the strucfﬁ;al changes and-differential
emplogﬁént growth that took place in slow growing provinces
during the 1970?78 period. A province, with a very high
- proportion of grants in national grbwth industries, did show.
an improvement in its industrial mix effect. Similarly, a
province, with a very high proportion of grants in indus-

tries which had comparative advantages in the province, also

- 238 -
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indicated some improvemeﬁt in the differential employment
growth. Furthermore, the teéhnique helps in explaining and
determiﬁﬁeg thg causes of poor performance of a provinck,)
such as the structufal problem or the differential growth
problem; pinpointing the indus?ries which were the -most
-trqubled'ones or those industries which were doing well in
thé"province; and the type of assisﬁance that 1s reguired to
improve éhe growth performance of troubled industries and
- hence the overall. érowth performance of the province. It
also provides insight for further research to determine the
facﬁors, Other than a éovernment policy, which may be af-
fecting the growth performance of an industry and hence of #
the province. The usefulness of this technique 1s also in-
dicated by Andrikopoulos (1977), Paraskevopoulos (1974b), -
and Buck (1970). Andrikopoulos has concluded that "The -
present analysis provides, we think, enough support.and new
evidence concerhing the shift-share model and its usefulness
ﬁin ’explaining and therefore predicting regional economic
growth” (Andrikopoulos, 1977: 60). Similarly, Paraskevopou-
los has concluded that "the wutilization of the ‘'shift and .
share' method in regional economic analysis can be of assis-
tance...in at least two 3ays} in evaluating the success of
regional economic policy and in helping to. formulatérgound
economic policies“ (Paraskevopouios, 1974b: 125). « Buck, in
spite of leveling a few criticism against shift and share

technigue, has noted that "Nevertheless the technique has
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some value when applied to data relating to a whole series
of time-periods, ...can give a broad indication of the im-
portance of industrial structure ...disadvantageous indus-
trial structure means that employment growth 1in the area
will be below the national average in the absence of inter-
vention. The technigue summarizes data concisely, and can
be of considerable value if employed on a sector-by-sector

basis® (Buck, 1970: 450).

5.1 A COMPARISON WITH RDIA OBJECTIVES

The most important objectives of the RDIA programme
are to change favourably the industrial structure of the
slow growing provinces and to create more jobs and thus to
stimulate employment growth in these areas. In order to
achieve these objectives, the RDIA programme has attempted
to attract manufacturing or pchessing establishments to
these areas by providing incentive grants. The programme's
success in fulfiling its objectives ultimately depends on
type of policy that has been adopted in these areas, i.e.,
an adaptive policy or a defensive policy. An adaptive poli-
cy is one in which resources are allocated away from econom-
ically declining activities (Davenport et al., 1982) or to
national growth industries, industfies with a strong compar-
ative advantage in the province, and to new plants and new
product expansion which are,ip th& national growth sectors.

By contrast, a defensive policy is one in which available
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resources are allocated to nationally declining industries,
industries with no comparative advantages in a province, and
for expansion and modernization which afe in the national
declining sectors. The results of this study indicate tha;
the success of RDIA programme varies from province to prov-
ince, depending on tﬁe allocation of grants to various types
of industries, projects and size of establishments.

The industrial structure ~0f a province plays an im-
portant role in 1its growth performance - For example, a
“province or "a region with a prepondefance of 1industries
that are growing rapidly in the national economy will itself
grow fast while a region with a large proportion of lagging
industries will grow slowly"™ (Richardson, 1969: 343). This
suggests fhat the industrial structure and growth perform-
ance of a province can be improved by 1injecting national
growth industries in the province. A sim%lar hypothesis Qas
developed by Andrikopoulos that "the inéustrial-mix compo-—
nent of employment should be affected...by policy manipulat-
ed variables - that is variables that could inject fast
growing industries in the province 1in order to compensate
;for their above average of declining 1industries" {(Andriko-
poulos, 1977: 49). The results of this study indicate that
in the case of Newfoundland, Nova Scotia, New Brunswick, and
Saskatchewan, the RDIA programme appears to have achié&ed
some success in reversing the industrial mix effect from
negative during the first period to positive during the sec-

ond period, by providing a very high proportion of grants
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{about 70.0 per cent) to national growth industries.
However,-'in the case of Quebec and Manitoba, the RDIA pro-
gramme was not successful in reversing the industrial mix
effect from negative to positive because: (i) these two
provinces had a broad industrial base and contained an above
average proportion of national declining industries, and
(i1) in these provinces, as compafed to others, a compara-
tively higher proportion of grants were given to national
declining industries.

‘ It is évident that by 1injecting a high proportion of
national growth industries the industrial mix of a province
can be improved. JHowever, if the national growth industries
in question have a  strong differential growth disadvantage
in the province, the emplofment gains accruing from improved
industrial mix would be compensated by employment losses re-
sulting from differential growth, the‘overall impact would
be either a net loss of empl&yment or a very small gain of
employment. Hence for improving the industrial mix as well
as overall growth pérformance of a province, the growth in-.
dustries in question must also have a differential growth
advantage in the province.

It is demonstrated by Perloff et al. that "a region
with a high share of stagnant industries may grow guite rap-
idly as a conseguence of locational adjustments: existing
locational advantages may not have been exploited, and these

may attract new industries in the future" (Richardson, 1969:
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343). This suggests thﬁ} the overail_growth performance of
a province may be improved by attracting selected declining
industries for which the province has a strong differential
growth advantage. It was noted that in Nova Scotia and Man-
itoba about 30.0 per cent of RDIA grants were given to na-
tional declining industries, This was reflected in their
negative proportionality modification 'shift (PM). Intérest-
ingly, in these two.provinces the negative PM was associated
with a positive difﬁerential growth (DG). It is indicative
of the fact that these two provinces did well by specializ-
ing in national declining industries for which they had a
strong differential growth advantage.

Anothef way of adjusting industrial structure and im-
proving growth perfomance of & province is to provide a high
proportion .of grants to new plants and new product expansion
because: (i) they can be easily put in the direction of the
changing pattern of demand (Johnson and Cathcart, 1979),
(ii1) they tend to create more jobs, and {iii) the jobs cre-
ated tend to be é net addition to a province. This adaptive
action, however, may be in conflict with a defensive pelicy
in which emphasis is given to maintaining jobs and thus not
worsening the situation. The results of this study indicate
that in the case of Newfoﬁndland, Nova Scotia, New Bruns—‘
wick, and Saskatchewan, the RDIA programme gave a very hiéh
proportion of grants (about 61.0 per cent) to new plants and

new product expasion, the vast majority of which (about 72.0



244
per cent) were in the national growth industries. By con-
trast, 1in the case of Quebec and Manitoba a considerable
proporion of grants .{about 46.0 per cent and 44.0 per cent
respectivelyj were ﬁrovided for expansion and modernizééion;
In the case of Prince Edward Island, although 66.0 per cent
of graqts were given to new plants and new product expan-
sion, a considerable proportion of which (41.0 per cent in
case of new plants, and 58.0 per cent in case of new product
expansion) were in the national declining sectors.

In a country like Canada where a high proportion of
manufacturing establishments is owned - by foreign companies,
there is a2 need to attract small and medium sized establish-
ments which are in the high technology and growth sectors
(Britton and Gilmour, 1978). It is evident from the reporgs
of Robinson and Storey (1981) that a regional policy should
favour small sized establishments, because they happen to be
indigenous and have close ties with regional economy. Fur-
‘thermore, Steed had—noted that "Many SMEs (Small-Medium En-
terprises) have succeeded by achieving technical competence
in producing small batches or custom progucts éhd have de-
veloped capabilities as manufacturers of ’producers‘ goods,
...They have pléyed a significant part as generators of
technological innovations both for radical new technology
and improvements. ...In a period of...high unemployment, a
notable feature of SMEs, particularly new small firms, has

been their major contribution to.-maintaining and generating
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reveal tha; in the caée of Newfoundland, Nova‘Scoti', New
Brunswick, and Saskatchewan, an extrémely high proportion of
RDIA grants (about $2.0 per cent) was given to small and'me:.
dium sized establishments, the vast majoritf\of‘which (about
74.0 per cent) were in the nétioﬁal growth sectors. It ap-
pears from this pattern of distribution that the RDIA pro-
gramme did allocate its resources to industries which had r
the possibility of p;oviding a more secure future for these

provinces. However, %his- was not the case 1in Quebec-and

Manitoba. In these two provinces, although about 93.0 per

-

cent of RDIA grants were given to small and medium sized es-
tablishments, a considerable proportion of these establish-
ments {about 36.0 per cent and 41.0 per'cent respectively)®
"were in the national declining sectors. Furthermore, an
overall distribution of grants amongz various size of estab-
lishments indicates that some RDIA grants were given to a
few, very large, and very capital-intensive;establishments.
For example, only 2.3 per Eent of RDIA assisted establish-
ments in Canada as'a whole accounted for 14.0 per cen;.of
incentive grants, and 20.0 per cent of estimated capi€31
cost, but are e#pected to create only 3.6 per cent of new
jobs.' There we?g fourteen establishments with an estimated
capital cost §f more than two million dollars (of these,
four establishments had an estimated capital cost of more

than ten million dollars), which received incentive grants

—
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bgt did not créate even a siﬁgle new job. On the basis of
these results it can be concluded that the RDIA programme
has favoured the capital-in£ensive establishments, which ap-
parently-is inconsistent with its stated objective of creat-
ing‘more jobs in the slow growth areas. However, before any
firm gonclusion can b? arrived at there is need.;o evaiuate
the overall impact and not just the direct employment whichf
was created. y ' ;
Finally, on the basis of above results_it. is cqﬁclud—
ed that the ﬁDIA -prééramme has been most suctessful- in
changing favourably xthe industrial mix and stimulating the
differential employment growth of Newfoundland, Saskatche-
wan, and Nova Scotia. It appears to have achieved a moder-
‘ate success in New Brunswick,\and a limited success in Mani-
toba. The programme's effect 1in the case of Quebec and
Prince Edwa%é Island.appeags to be negative: This conclu-
sion, . however, remains tentative in the case of Prince Ed-
ward Island, because it is based on a highly aggregated

-

data. It is quite apparent that the RDIA programme is more

successful in the more newly industrialized provinces than
those which have had a long established industrial history.
It may be due to the fact that it is much easier to put

growth industries and new plants in the newer industrializ-

ing provinces and thus to change an exist%zg’,infustrial
structure. In the newer industrializing regions maqy loca-

tional advantages may not have been exploited, which may be

an additional advantage to attract new industries. On the
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other hand, ' in older industrialized provinces, it is much
more difficult to bring about changes 1in the industrial
structure beéause 1t reqguires replacement of older declining
industries. Political pressure and well-organized unions
promote a general tendency to maintain older declining in-
dustries as well as fo'adjust them to <changing patterﬁs-of
demand. The replacement of older and. declining industries
by newer growth industries is a .costly affair and 1is only
going to take place gradually. ‘However, if the programme is;
concerned about changiﬁg/éévqurably the industrial structure
of slow growth areas, it has to be selective and clearly de-
fine iﬁs objectives as stated by Mr. Grossman'(1979), “the
previous Ontario Minister of Industry and Tourism, that "Our
government does not have the resources...to sustﬁin weak
companies &t the expense of the strong...we must stop water-
ing Qow our resources by backing losefs simply on the
groundg that they need help. Instead, we must do éverything

we can to pick - and back - the winners" (Steed, 1982: 19).

—

1

!
5.2 SOME RECOMMENDATIONS

This section presents some recommendations - -for im-
proving the RDIA programme's effectiveness in regional
growth, and recommendations for future research. The fol-
lowing are some of the points that have'emerged from this
_study which was mainly concerned with evaluating the pro-

gramme's success in changing favourably the industrial
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structure and stimulating the differential employment growth
in the slow growth areas of Canada. ' .

T

5.2.1 For the RDIA Programme

In order to make the RDIA brogrémme ﬁore éffective it
isigecommended thatlsélected ménufacturing indﬁstries should
be given incentive ‘grants, not "all industries”. It was
noted that not all industries in Canada were growing. ' Even
a natﬁonally "growing industry” was not experiencing‘rapid
j growth in all provinces. Similarly, a nationally “declini’né5
inaustr§“/was not experiencing slow Qrowth in all provihces;'
In such a situation it would be better if the RDIA programme
were more selective and provided incentive grants to most
suitable industries in a particular pfovince. For example, _
first priority should be given to natiénal growth indust;ieé
:which haye a strong diff?rential growth advantage in a prov-
ince. If grants are pf@vided to new plants ana new product
expansion, they should be ip High technology national growth
sectors, and in the direction'oF'accoémodating changing pat-
terns of demand. Incentive grants may be allocated to a few
inaEionéi declining industries only' if they have a very
strong compafétive advantage in the p;ovince.

‘ It was noted t#at gthe RDIA 'programme has favouréd

éomé large capital-intensive eséablishments Iwhich are . ex—

pected to create a dbmparativelf fewer number of jobs than
: /

small and mediumssized establishmeﬁts. Given the limited

¢ -
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capital resources, and the”ébjective of creating more jobs

in the slow growth areas, this approach appears to be incon--

sistent. _Lf(;ould‘be better if only those large establish-

/
,

ments are assisted, which are in the national growth sec- .

: -
tors, and are expected to create more direct new jobs as

-~ 2

well as indirect jobs. Before giving grants to large estab-

lishments, ‘the RDIAX programme should have a complete infor-

mation on their input-output or inaustrial-linkages and mul-

tiplier effects on the regional economy. Furthermore,

emphasis should be given on net only the guantity of jobs to

-be created but also on the quality of jobé.' Mere creation
of jobs, which are@leé’paying and utilize unskilled workers;-
may lower the average level of income and skill in the slow

growing provinces and keep them in a.vicious circle'oéepcv—

erty and underdevelopment.
In order to improve the RDIA programme's effective-

ness and carry out regional development tasks more effi-

© clently, there is 2 need for more coordination between the

federal and provincial_ governments. The creation of ‘a new
Department of Regional Industrial Expagfion {DRIE) and the
Ministry qf State for Economic and Regzﬁnal Development
(MSERD) may improve interdepartmental coordination, but are
not likely to improve federal-provincial coordination (L{th—
wick, 1982). it is,recommended that'thegggneral ﬁevelopment
Agreements (GDAs), which provided a bsic mechanism to coor-

dinate and to cooperate in the economic and socico-economic
’ - . ’ : e

ke

&
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development activities for the two levels of vernment
(féderal and provincial) as wéll as fox the fedzzgz depart-
ments, should be given a further consideration before thef'
are_allowed to lapse. In this respect, the Standing Senate:
Committee has also noted.that "Because the federal and pro-
Gincial governments share a common interest in regional de-
velopménf, as weil as the powers necessary to promote such
.development, co-ordination of their activities in this field
is essantial.- The General Developmeﬁ; Agreements h@v& been
an effective instrument for promoting co~ordination. Ac-
cordingly; the decision of the federal government to allow
the GDAs to laﬁseﬁis unwise and should be reconsidered. The
federal goverqﬁ?ﬁ% should continue to co;ordinate its rela- -
tions with provincial go?ernments in promoting regional de-
velopment tkrough broag agreements, drawing on the positive
features of the GDA% approach" (Canada, the §t§nding Senaté

™

Committee, 1982: 82).

5.2.2 For Future Research

~

" The ‘main objecive of these recommendations is to out-
line some £facts that can .facilitate further evaiuation of
the. RDIA prcgramqéfs'effectiveness and thug provide a bq;fer
understanding of the-proceés and practice - of'regional aevél-
opmenf in the slow growing'prévihces of Cahada.

The RDIA programme'doés have a full range of informa-

tion in a machine Teadable form for each establishment whitQ\‘_*‘

1

-
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héd‘accepted incentive grants. No doubt, some of this in-
formation may be subject to disclosure limitationé under the
Regional DGVelopment Incentives Acf while some may not.
Since the programme deals with public money, some addztlonal
(not published in the Monthly Reports) nonfconfidéntial sta-
tistical‘information'shou;d bg made ava?léble to- a private
and %ndependent researcher in a compdE?r readable fo:ﬁ.
This will not only save the evaluators’ egsrmous amounts of
time, but also let thgm evaluate the impact of the RDIA pro?
gramme, the way in which'public resources were utilized, and

the benefit acquired by different regions or pfovinces.

N - If 1t 1is expensive to provide information in a ma-
\\ -

ichine readable form, the establishment based data, published

in Monthly Report to Parliament on Regional Development'Ih—-

centives, need to be mbdified. It would;bé better and more
useful fof reseérchéfs- (1) 1f the plant location are ac-
/ﬁg;E;;Téd with geographic codes' {i1) the types of product
// or process\are accompanled with two, three and four-digit
t "SIC codes,.\ _(111) the types of project are reported in
™~ terms of orgjzyéaxion and ownership, such as independent or
branch plant, indigenous orlexogenouS'plant. 'When reporting
the némes of product or process,‘ standard terﬁs .(qs pub-
lished in SIC hanual or Industrial Commodity Classification
manual) should be used. 1t is also recommgndéd'thgt in case

of offers accepted and subsequeﬁtly declined or withdrgwn,

the names of the product or process should be listed along
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with the namé of company, plant locatioﬁ, and date previous-
ly reported.

) The number 6f‘grants provided and direct new gobs
created by the RDIA programme is one criterion of measuring
the effeciivehess of that programme. But there “are some
other criteria which would be wuseful in such an evaluation.
For example, the qguality of jobs: whether the jobs were cre-
ated by the programme were low paying ﬁr high/ paying and
futiriied unskilled labour or - skilled labour. To what extent
has the programme favoured the growth of female rather than
ﬁale employment? What has happened to empléyment in noﬁ;
manufacturing indgstries?‘ Has there been.multiplier ef-~
fects? Hés there been a crowding-out effect? To what ex-
. tent are the jobs. created by the programme stable? In‘order
to include _these‘criterié in a programme evaluation there
would be a néed to develop data on employment by wage,
, skill, -sex, and‘time duration; inter-inahstrial linkage; and
inézétrial closure. if possible a comparable data base |
should be developed for establishments-which have accepted
incentive grants from programmes and government agencies
‘other than the RDIA programme, This will help wus to know
the comparative importance of the RDIA programme.

According to a DREE report (1979k) "there were 2,447
establishments which had been completed as of December 31,
1978. 'This report provides very general informaiion. It

would be more useful, 1f establishment-based data were re-
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ported in terms of both estimated "at the time of offer ac-
cepted” and actual "at the time of project completion”.
Further research is required on the basis of actual jobs
created by the RDIA proéramme. _

The present study hgs outlined the RDIA programme's
effectiveness in changing favourablg/;;;\;industrial struc-
ture and stimulating the differenéial\employment growth at
the provincial level. It would be useful to conduct a study
at sub-provincial S;;%ub-economic regions to find out how
the sﬁb-provincial areas or sub-economic regions_ are per-
forming within a province. Such a study would reguire em—‘
ployment and value added data at the three or four-digit SIC
codes for each sub-provincial-area or sub-economic region,
most of which are confidential especially in case of Mari-
time provinces. This kind of study can be made possible

"with the hélp of Statistics Canada .and the DRIE (the former
DREE) .

Thus under the confidentiality limitations and other

constraints, -the present study wgs-condu&ted utilizing tﬁé‘

.

most’ extensive and best available data. -Although this study.

- does not indicate the relative importance of RDIA programme

A

¢ Tin bringing about changes in the industrial structure and

stimulating the differential employment growth of the slow
growing provinces, it.does evaluate the impacf of . the RDIA
programme in allocatiﬁg resources to;ﬁndustries which had\
the poséibilit§ -of.providing a more secure ftuture for the

K

'slow growing -.provinces as well as examine the association
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betwe% he-lRDIA programme and the pattern of iqdastrial

structural change and_differehtial employment growth. . Fur-
'thermore, it raises a few questions that have emerged from

the present research, i.e. (i) what is the degree and direc-

tion of association between the agtual jobs created by RDIA

assisted. establishments aqg the différqntial employment
growth as well as the industrial stfuctural chahgg of a
province, (ii} what are the factors, .other than Ehe'RDIA_
.programme, which are affectiné' the differential employment'
growth in a province, and (iii5‘ what propor§i6n ~of RDIA
grants are needed to imp;o?e ﬁhe industrial mix as well as
the differential growth of the province?. In adéition to
these, it also puts forwa;d a series 6f guestions wﬁich re-
guire further research, 1i.e. (i) what guality of jobé are
created by RDIA assisted establishments, (ii) to what extent
are the jobs created by these establisHments stable,> (iii)
whether the wvast majoriﬁy' of RDIA assisted establishments
are foreign subsidiaries or owned by loc:}‘\Qanadians, and
(iv) to wha£ extent are these establishments tied to the lo-
cal economy and héve industrial linkages and multiplier ef-

fects? .

b

53
-+
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Appendix B

List of Four-Digit Manufacturing Industries: 1960
sIc sIC
Codes Names Codes Names -
1011 Slaeughtering and Meat Packing Plants 2431 Men's Clothing Factories
1012 Animal Oils and Fats Plants 2432 Men's Clothing Contractors
1013 Sausage ond Sauasage Caging Mfrs. 2441 Women's Clothing Factories
1030 Poultry Procesgors 2642 Women's Clothing Contractors
105C Dairy Factories 2450 Children's Clothing Industries
1670 Process Cheese Manufacturers 2460 Fur Gooda Industries
1116 Fish Products Induatry 2470 Hat and Cap Industries
1120 Fruit & Veqg. Canners & Preservers <2480 Foundatien Garment Industry
1230 Feed Monufacturers 249] Fabric Glove Manufacturers
1240 Flour Mills 2499 Misc. Clothing (n.e.s.) Industry
1250 Breaokfast Cereal Manufacturers 2511 Shingle Mills
1280 Biscuits Manufacturers 2513 Sewmills except Shingle Mills
1290 Bakeries 2520 VYeneer and Plywood Mills
1310 Confectionery Manufacturers 2541 Sash & Door & Planing Mills
1330 Sugar Refineriea (Excluding Hardwood Flooring)
1350 VYegetable 0il Mills 2542 Hardwood flooring
1351 Macoroni Menufacturers 2560 Wooden Box Fectories
1392 Misc. Food Manufacturers 2580 Coffin and Casket Industry
1410 Soft Prink Manufacturers 2591 Wood Preservation
1430 Distilleries 2552 wood Handles and Turning
1450 Brewerices 2593 ¥Woodenware
1470 MWineries 2594 Cooperage
1510 Leaf Tobacco Processing 2599 Miac. Wood Industries, n.s.s.
1530 Tobacco Products Manufocturers 2610 Household Furniture Industry
1616 Rubber Footwear Manufacturers 2640 Office Furniture Industry
1630 Rubber Tire and Tube Manufacturers 2660 Other Furniture Industries
1690 Other Rubber Industries 2680 Electric tamp and Shade Industry
1720 Lesther Tanneries 2710 Pulp and Paper Mills
1740 Shoe Factories 2720 Asphalt Roofing Manufacturers
1750 Leather Glove Factories 2731 Folding Box and Set-up Box Mfrs.
1791 Leather Belting Manufacturers 2732 Corrugated Box Manufacturers
1792 Boot and Shoe Findings Manufacturers 2733 Poper Bog Manufacturers
1799 Misc. Leather Products Mfrs. 2740 Qther Paper Converters
1830 Cotton Yarn and Cloth Mills 2861 Pfinting and Bookbinding
1930 Wool Yern Mills 28562 Lithographing
1970 Wool Cloth Mills 2871 Engraving and Duplicate Plates
2010 Synthetic Textile Mills 2872 Traede Composition or Typesetting
2110 Fibre Preparing Mills 2B8C Publishing Only
2120 Thread Mills 2890 Printing and Publishing
2130 Cordage and Twine Industry 2910 Iron and Steel Mills
2140 Narrow Fabric Mills 2920 Steel Pipe and Tube Mills
2150 Pressed ond Punched Felt HMills 2940 Iron Foundries
2160 Carpet, Mat and Rug Industry 2950 Smelting and Refining
2180 Textile Dyeing end Finishing Plants 2960 Aluminum Rolling, Casting & Extrucing
2190 Linoleun and Coated Fabries Industry . 2970 Copper and Alloy Relling,
2216 Canves Products Industry Casting and Extruding
223C Cottomnuand Jute Bag Induatry 2980 Metal Rolling, Casting and
2291 Automobile Fabric Accessery Mfrs. Extruding, n.e.s.
2292 Embroidery, Piesting, hematit. Mfrs. 3010 Boiler and Plate Works
2299 Hisc. Textiles (n.e.s.) lnd. 3020 Fabricated Structural Metal Industry
2510 Hosiery Mills 3030 Ornamental & Architectural Metel Ind.
2396 Other Knitting Mills 3040 Metal Stamping, Pressing and
2420 Custom Tailoring Shops (1961 Survey) Coating Industry
Source: Standard lnduutnnl Clnss;h.cntmn Manual 1960 Cntnluguc No. 12 501, pp. 49-51.,



List of Four-Digit Manufacturing Industries:

1960 - Concluded

sIC SIC

Codes Nomes Codes Namesg

305C Wire and Wire Products Hnnufpcturefg—-’ﬁ}SSI' Petrolewa Refining

3060 Hardware, Tool & Cutlery Mfrs. 3652 Mfrs. of Lubricating Oils & Gresses

3070 Heating Equipment Manufacturers 3650 DOther Petroleum & Cosl Procucts Ind.

3080 Machine Shops 3710 Explosive & Ammunition Manufacturers

3090 Mioc. Metal Fabricating Industries 3720 Monufacturers of Mixed Fertilizers

3110 Agricultural Implement Industry 3730 Mfrs.-of Plestics & Synthetic Resins

3150 Misc. Machinery & Equip. Mfra. 3740 Mfrs. of Pharmoceuticals & Medicines

3160 Commercial Refrigeration and Air 3750 Paint and Varniah Manufacturers
Conditioning Equipment Mfrs. 3760 Mfrz. of Soep and Cleaning Compounds

3180 Office & Store Mochinery Mfra. 3770 Merufacturers of Toilet Preporations

3210 Aircraft and Parts Mgnufecturers 3780 Manufocturers of Industrinl Chemicels

3230 Motar Vehicle Manufacturers 3791 Manufacturers of Printing Inks

3240 Truck Body ond Trailer Hanufncturcrs 3799 Other Chemical Industries, n.c.s.

3250 Mctor Vehicle Parts and 3811 Instrument snd Related Products Mfrs.
Accessories Manufacturers 3812  Clock and Watch Manufocturers

3260 Railrood Rolling Stock Industry. 3613 QOrthopaedic & Surgicel Applionces

3270 Shipbuilding snd Repair 3814 Ophthaolmic Goods Manufacturers

3280 Bostbuilding ond Repair JBl5 Dentel Laboratories

3250 Misc. Yehicle Monufacturers 3820 Jewsllery & Silverwore Manufaocturers

3316 Mfrs..of Smsll Electrical Appliances 3830 Broom, Brush pnd Mop Industry

3320 Manufacturers of Mojor Appliances 3840 Venetian Blind Manufacturers
(Electric and Non-Electric) 3850 Plastic Fabricators, n.e.s.

3340 Manufactures of Household Radio 3931 Sporting Goods Industry
and Television Receivers 3932 Toys and Games Industry

3350 Communications Equipment Mfrs. 3950 Fur Dressing and Dyeing Industry

3360 Mfrs. of Electrical Industrial Equip. 3970 Signs and Displays Industry

3370 Battery Manufacturers 3981 Button, Buckle & Fastener Ingustry

3380 Mfro. of Electric Wire & Cable 3982 Candle Manufacturers

3390 Mfra. of Mismc. Electrical Products 3983 Hair Goods Manufacturers

3410 Cement Manufocturers 3984 Artificial Flowers & Feathers Mfrs.

3430 Lime Monufacturers 3385 Model and Pattern Manufacturgrs

3450 Gypsum Products Manufacturers 3986 Musical Instruments Industry

3470 Concrete Products Manufacturers 3987 Sound Recording Industry

3480 Ready-Mix Concrete Manufacturers 3988 Typewriter Supplies Manufecturers

3511 Clsy Prods. Mfrs. (Domestic Clays) 3989 Fountain Pen & Pencil Monufacturers

3512 Liey Prods. Mfrs. {lmported Clays) 3993 Smokers' Supplies Manufocturers

352G Refractories Manufacturers 3995 Stamp and Stencil (Rubber or Metal)

3530 Stone Products Mgnufascturers Manufacturers

3340 Mineral Wool Manufocturers 3996 Stotuary, Art Goods, Regolie

3550 Asbestos Products Hanufncturcrs and Novelty Mpnufocturers

3561 Glaos Manufacturers 3997 Umbrella Mgnufscturera

3562 Glass Products Manufacturers 3998 Artificisl lce Manufacturers

3570 Abrasives Manufacturers 3999 Other Miacellaneocus Industries

3590 Other Non-Metallic Minersl Prod. Ind.

Source: Stendard Industrzal Clnsszflcntxon Hnnual 1960, Catalogue No. 12-501, pp. 49-51.
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Appendix C
™ List of Four-Digit Menufacturing Industries: 1970
sic siC
Codes Names Codes Names
1011 Slaughtering and Meat Processors 2460 Fur Soods Industry
1012 Poultry Processgrs 2480 Foundation Garment Industry
1020 Fish Producte Industry 2491 Fabric Glove Manufacturers
1031 Fruit and Veg. Canners & Preservers 2492 Hat and Cap Industry
1632 Frozen Fruit & Vegetable Processors 2499 Misc. Clothing Inda., n.e.s.
1040 Dairy Products Industry 2511 5Shingle Mills
105G Flour & Breskfast Cereal Prods. Ind. 2513 Sawmills and Planing Mills
1060 Feed Industry 2520 Yeneer and Plywood Mille
107} Bisrcuits Manufacturers 2541 Sash, Door end Other Millwork, n.e.s.
1072 Bokeries 2542 Hardwood Flooring Planta
1081 Confectionery Manufacturers 2543 Pre-fabricaeted Buildings (Wood Frnme{
1082 Canc ond Beet Sugar Processors 2544 Mfra. of, Wooden Kitchen Cabinets ’
1083 Vegetable 0il Mills 256G Wooden Box Factories
1089 Misc. Food Proceasors, n.e.s. 2560 Coffin and Casket Industry
1091 Soft Drink Manufacturers 2591 Wood Preservation Industzry
1092 Distilleries 2592 Wood Handles ond Turning Industry
1093 Breweries 2593 Marwfacturera of Particle Bosrd
1094 Wineries 2599 Misc. Wood Industries, n.e.s.
1510 Leaf Tobacco Procesaors 26)1 Furniture Re-Upholstry & Repair
1530 Taobacco Products Manufacturers 2619 Household Furniture Mfrs., n.e.s.
1623 Rubber Tire and Tube Mfrs. 2640 Office, Furniture Manufacturers
1624 Rubber Footwear Mfra. 2660 Misc. Furniture & Fixtures Mfrs.
1629 Misc. Rubber Prods. Mfrs. 2680 Electric Lamp and Shade Mfrs.
1650 Plgstics Fabricating Industry, n.e.s. 2710 Pulp and Paper Mills
1720 Leather Tanneries . 2720 Agphalt Roafing Manufecturers
1740 Shoe Factories 2731 Folding Carton and Set-Up Box Mfrs.
1750 Leather Glove Factories 2732 Corrugated Box Manufacturers
1792 Boot and Shoe Findings Mfrs. 2733 Paper ond Plostic Bag Manufacturers
1799 Misc. Lenther Products Mfrso 2740 Misc. Paper Converters
1810 Cotton Yarn and Cloth Mills 2860 Commercial Printing
1820 Wool Yarn and Clothk Mills 2870 Plstemaking, Typesetting etc. Ind.
1631 Fibre and Filament Yarn Mfrs. 2880 Publishing Only - -
1832 Throwsters, Spun Yarn & Cloth Mills 2890 Publishing and Printing
1840 Cordage and Twine Industry 2910 Iron and Steel Mills
1851 Fibre Processing Mille R 2920 Steel Pipe and Tube Mills
1852 Pressed and Punched Felt Mills 2940 Iron fFoundries
1860 Carpet, Mot and Rug Industry 2950 Saelting and Refining
1871 Cotton end Jute Bags Manufacturers 2960 Aluminum Rolling, Casting etc.
1872 Canvas Products Manufacturers 2970 Copper & Copper Alloy Rolling stc.
1880 Automobile Faobric Accessories Ind. 2380 Metal Rolling, Casting etc., n.e.s.
18%1 Thread Mills . 3016 Boiler and Plate Works
1892 Narrow Fabric Mills 3020 Fabricoted Structural Metal Ind.
1893 Embroidery, Plesting, Hemstitching 3031 Metal Door and Window Manufeacturers
18%4 Textile Pyeing ond Finishing Plants 303% Ornamental & Architectural
1899 Misc. Textile Inds., n.e.s. Metal, n.e.n. ®
2310 Hosiery Mills 3041 Metal Coating Industry
2391 Knitted Febric Manufacturera 3042 Metal Stamping and Pressing Ind.
2392 Other Knitting Mills 3050 Wire and Wire Products Mfrs.
2431 Men's Clothing Factories 3060 Hordware, Tool and Cutlery Mfra..
2432 Men's Clothing Contractors 307C Heating Equipment Manufacturers
244]1 Women's Clothing Factories 3080 Machine Shops
2442 Women's Clothing Contracters 3090 Misc. Metgl Fabricating Inds.
2450 Children's Clothing Lnduntry 3110 Agricultural Implement Industry
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List of Four-Digit Manufacturing Industries:

1976 - Concluded

sIc SIC
Codes Names Codes Names
3150 YHisc. Machinery and Equipment Mfra. 3599 Miac. Non-Metallic Mineral
3160 Commercial Refrigeration and Air Products., n.e.s.

Conditioning Equipment Mfrs. 3651 Petroleum Refining
3180 Office ond Store Machinery Mfrs. 3652 Mfrs. Lubricating Dils ond Greases
3210 Aircraft & Aircraft Parte Mfre. 3690 Misc. Petroleum & Coal Prods. Inds.
3230 Motor Yehicle Manufacturera. 3720 Manufacturers of Mixed Fertilizers
324) Turck Body Manufacturers 3730 Mfrs. of Plastics & Synthetic Resins
3242 Non-Commercianl Trailer Mfrs. 3740 Mfrs. Pharmaceuticals and Medicine
3243 Commercial Trailer Manufacturers 3750 Paint snd Varnish Manufacturers
3250 Motor Vehicle Parts & Accessories 3760 Mfrs. of Sosp and Cleaning Compounds
3260 Railroad Rolling Stock Industry 3770 Mfrs. of Toilet Preparations
3270 Shipbuilding and Repair 3761 Mfra. of Pigments and Dry Colours
3280 Boatbuilding and Repair 3762 Industrial Chem. {Inorganic), n.e.s.’
3290 Miscellaneous Yehicle Hanufncturera . 3783 Industrial Chemicals
3310 Mfrs. of Small Electricel Appliances (Urganic), n.e.s.
3320 Manufacturers of Major Appliances 3791 Manufacturerd of Printing Inks
3330 Manufacturers of Lighting Fixtures 3799 Misc. Chemicals Inds., n.e.s.
3340 Mfra. of Housshold Radio and TV. 3911 Inatrument & Related Products Mfrs.
3350 Communications Equipment Mfra. 3912 Clock and Watch Manufacturers
3360 Mfrs. of Electricel Industrial Equip. 3913 Orthopeedic & Surgical Appliance
3380 Mfrs. of Electric Wire and Cable 3314 Ophthalmic Goods Manufacturers
3391 Battery Manufacturers 3915 Dental Laboratories
3399 Mfrs. Misc. Electrical Prods., n.e.s. 3920 Jewellery and Silverware Industry
3511 Clay Products Mfrs. (Domestic Clays) 3931 Sporting Goods Manufacturers
3512 Clay Products mfrs. (Imported Clays) 3932 Toys and Games Manufacturers
3520 Cement Manufacturers, 3970 Signs and Displays Industry
3530 Stone Products Manufachturers 3951 Broom, Brush and Mop Manufacturers
3541 Concrete Pipe Manufacturers 3992 Button, Buckle and Fastener Mfrs.
3542 Mfrs. Structural Concrete Products 3993 Floor Tile, Linoleum etc. Mfrs.
3549 Concrete Products Mfra., n.e.s. 3994 Sound Recording & Musicsl Instrument
3550 Ready-Mix Concrete Manufacturers 3995 Stemp and Stencil Manufacturers
3561 Gless Manufacturers 3996 Pen and Pencil Manufacturers
3562 Glass Products Manufacturers 3997 Typewriter Supplies Manufecturers
3570 Abrasives Manufecturers 3998 Fur Dressing and Dyeing
3580 Lime Manufacturers 3999 Other Misc. Manufacturing Inds.
3591 Refractories Manufacturers
Source: Standard Indt.mtrml Claaalf‘xcats.on Manual 1970 Catalogu: Pio 12-501E, pp. 47-49,
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Spatial Distribution of RDIA Grants - Type of Projects by Type of Industries: 1970-78

I 11 111 1v
Province New Plants New Product Expansion Expanaion & Moderni-
. ‘ zation
“of %in % in % of % in % in % of %in % in
TRD NGI NDI TRD NGI NDI TRD NGI NDI
Newfoundland 52.0 73.0 27.0 10.0 94.0 6.0 38.0 89.0 11.0
Prince Edward Is. 53.0 5%.0 41.0 - 13.0 42.0 58.0 34.0 55.0 45.0
Nova Scotia 48.0 67.0 33.0 13.0 79.0 21.0 39.0 70.0 30.0
New Brunswick $0.6 71.0 29.0 11.0 66.0 34.0 39.0 64.0 36.C
Quebec 40.0  68.0 32.0 14.0 64.0 36.0 46.0 63.0 37.0
Menitoba 49.0 é8.0 32.0 7.0 65.0 35.0 T 44.0 . 66.0 34.0
Saskatcheumtg' 54.0 67.0 33.0 6.0 S8.0 42.0 40.0 63.0 37.0
(32.0 Ba.0 16.0)*

Note: * Values within parentheses are for expansion only.

% of TRD = Per
% in NGI = Per
% in NDI = Per

Spatiasl] Distribution

Cont of Total RDIA Grants.
Cent in National Growth Industries.
Cent in Nationel Declining Industries.

Appendix E

of RDIA Grants - Size of Establishments by Type of Industries: 1970-78

I 11 . 111 Iv
Province Small & Medium Size Lerge Capital-Intensive Other Size
=of Xin % in = of % in % in % of %in % in
TRD NGI . .NDI TRD NGI ND1 TRD NGI NDI
Newfoundland 92.5 85.0 15.0 5.0 88.0 12.0 2.5 75.0 25.0
Prince Edword Is. 97.4 73.0 27.0 2.1 50.0 50.0 0.7 1l00.0 0.0
Nova Scotie %2.8  74.0 26.0 5.2 60.0 40.0 2.0 &63.0 37.0
New Brunswick 89.5 7.0 29.0 7.9 80.0 20.0 2.6 &£0.C 40.0
Quebec 91.9 64.0 36.0 3.9 60.0 40.0 4.2 36.0 - 64,0
(1.0 23.0 77.0)*
Manitoba 94.5 59.0 41.0 2.9 72.0 28.0 2.6 31.0 69.0
Suuknlchcuun 89.9 7.0 33.0 5.9 89.G 11.0 4.1 44,0 56.0
Not;. Values within parantheaes-;;;-;;r-;g;;ii:L;;;;;-;I;;é anablishments only.
Index: of TRD = Per Cent of Total RDIA Grants. '

-
% in NGI = Per Cent in National Growth Imdustries.
A = Per Cent in National Declining Industries.
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Appendix F
Distribution of RDIA Grants - Province by Type of Industries: 1970-78
Declining Growing Growing Growing
‘ Industries Industries Industries Industries Row
Province _, Index inE &V inEay in E Only . in ¥ Only Total
Number of Grants 32 98 . 7 0 15%
Nfld. % of Prov. Total 20.1 61.6 217.0 0.0 100.C
% of National Total + 2.0 : 4.2 2.6 G.0 -
Number of Grfants &7 &4 16 1 148
P.E.I % of Prov. Total 45.3 43,2 10.8 0.7 100.0
% of National Total 4.1 2.8 1.6 0.9
Number of Grants 118 192 69 .9 392
N.S5. % of Prov. Total 30.1 4%.0 17.6 2.3 10C.G
= of National Total 7.2 8.3 6.7 B.5
' Number of Grants 116 15 65 10 - 350
N.B % of Prov. Total 29.7 49,7 16.7 .6 100.0
% of National Total A 7.1 8.4 R 6.2 - 9.4
Number of#Grants 940 1178 586 51 2779
Quebec % of Prov. Total 33.8 . 42.4 21.1 1.8 100.0
% of National Total 57.4 50.8 57.1 48,1 .
Number of Grants 92 180 64 16 358
Ontario % of Prov. Total . 25.7 50.3 17.9 4.5 100.0
= of National Total . - 5.6 7.8 6.2 15.1
Number of Grants 167 207 158 13 549
Manitoba % of Prov. Totel T 3004 . 3.7 28.8 2.4 100.0
% of Naticnsl Total 10.2 8.9 i5.4 12.3
"Number of Grants 63 114 34 5 217
Sask. % of Prov. Total 29.0 52.5 15.7 2.3 r 100.C
% of National Total 3.8 . 4.% 3.3 4.7
Nowber of Grants .29 48 2 1 81
Alberta - % of Prov. Total 35.8 59.3 2.5 1.2 100.0
= of National Total l.8 2.1 0.2 0.%
Number of Grants 13 41 4 o 58
8.C. % of Prov. Total 22.4 70.7 6.9 g.c 10C.0
% of National Total U.q 1.8 0.4 0.0
Number of Grants 2 2 1 0 5
Territ. % of Territ. Total 40.C6 40.0 20.0 0.0 100.0
% ofe National Total 0.1 0.1 0.1 0.0
Number of Grants 1639 , 2318 1026 © 106 5136
CANADA = of Nationol Total 31.9 160.0¢ 45.1 100.0 20.0 100.0 2.1 100.0 10C.0
Note: The row tots)l may not match with the edded total of sach industry ’ -
type because a few indusiries were not classified. :
Index: E = Employment.
V = Yalue Added.
\ ~ .
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