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‘ S . ' PREFACE

- . While economists acknowledge the lack oi;'j.a general theory | . i

+ | ,-of economic growth the construction and presentation of several

N B ~, .

partial theories. of the growth process, its dources and measure-

1

ment have emerged in the post-war period. More recently, the S

' - ~ search has been for answers to problems of regional economic growth :
' - P
which have become moﬁ complex and urgent. - ‘

4 . ] . . - i . v
'/" ' . Gunnar Myrdal presented in 1957 a partial theory of regional

,./ o economic growth constructed, from an analysis of regionai differ- -

entials in terms of the growth of urbam centres producing elther - ST

. T . : L

v - adverse or beneficial effects on surrounding areas on the one hand f

- i

=or leading to a greater balagle between the two effects on- the

‘other.' Such an approach contains much that can be applied to prob-' - 1

lems of_ regional growth in Canada. ' ) !

-This thesis examinee Myrdal's theory of regionai\ec

-

@ ' \gro h and then applies it to regional economic development and ;“

? . to Professor 0.J. Fireatone for hie encouragement, guidance and

- eriticisms throughout the pPreparation of this study. His influence

+ t

»
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has instilled in the writer a certain respect for originality of
/’-idea or method of analysis, adherence to principles of scientific

enquiry and adherence to principles of good writing. The writer - e

is indebted to Professor H.W. Richardson of the'University of ,

¢ Pennsylvania's School of Regional and UrbandEconomics who gave
his time both to read the thesis and to provide invaluable comments,
y The writer is equally indebted to Professor 0. Wadsted of the
- University of 0ttawa~s Department of Economics who provided advice . a
and direction on some important reyisions to.the thesis. The assisb-
“ance of several officials of the Department of Menpower and Immigra-
o | tion, Statistics Canada and qthers was invaluable to the completion
S———— ' ‘ : .
‘ of the .thesis. . ) '

. ‘ ' .
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INTRODUCTION

The achievement to date of an appropriate participation by : .

CHAPTER ONE ,

. -~

each of Canada s provinces and territories in the economic growth

of the country has been less than satisfactory. The search to
achieve an appropriate mix on the part of each province and each o

territory in the pace of national economic growtﬁ continues to be

an_urgenE but elusive goal. "... with regard to ﬁhf goal of an

equitable distribution of rising incomes, (the Economic Council

.

“i

of Canada) noted that there was some reduction in poverty and some

-
-

narrowing of regilonal economic disparities in the course of the

1960's. However, Canada continues to’have'very-major poverty and

regional disparity problems". (1)

Aspects of Reglonal Economic Disparity

Pne ihportant aspect of regional economic welfare in Canada is

the distribution of income among the provinces. Regional estimates -

of personal income per capita in selected’ years of the post—war

period are presented in Table 1: l.

+

(1) Economic Council of Canada, Performance and Pofential:

Mid - 1950's to Mid - 1970's,(Ottawa: Information Canada,

September 1970),p. 42.

PP




S
‘l

persistence of the problem of economic disparity.

Includes the Yukon and hothuest Territohics

-Source: Canada, Statistics Canada, lational Income and

Expcnditure Accounts. 1926-71 (Ottawa:

.September 1872}, Teble 36.

\

.

Informa}ion Canada,

The\data point to some interesting trends ;eflecting the .’

Two points

stand out: (1) there continues to be a substantial percentage'

difference in income levels between the highest income and the

lowest-income provinces, and (2) the posiLionsof the provinces

exeglned in terms of income distribution show little change over . '

-a period of twenty years.

S

1

.

'

- 3 : i SRR . =
. - 2— \/\J.
x ’ r
“ - < ¢
. T e 3 M .
. E TABLE 1.1 Ny S :
. F. )
« ESTIMATES OF PERSOM§l, INCOML PER CAPITA I cuaprm' ¢ - e ,
DOLLARS), BY PROVINCES AND CANADA, . | o So
sm,:cnu YEARS, 1951-71 . \ ;
° 1951 ‘1961 1971° BN
A -~ ) e——
Ontario------ S BT 1,954 | 3,967 <
British Columbia®--=ev—-x 1,429 1,897 3,719 —
Alberta--mqoeeeee s o mmaaan 1,331 1,651 3,405 N .
Saskatchewgh-—=mmmcmacca. 1,285 1,172 2,778
Hanitoba--3¢-memummecaao o 1,209 1,557 3,203
QuebeCee e mcm e 1,Q07. 1,u88 3,027
Hova Scogia -------------- 829 1,284 ‘2,611
New Brunswicke---cme-e-Sa BON 1,122 2,469 -
Prince Ldward Island----- 653 971 2,188 "\
Hewfdundland----e--rammm- 579 861 2,211
Canada----cc-r-aua Rt 1,199 1,651 3, ucs . —_

Another important measure of economic welfare is the extent 45

to which the Canadian economy has achieved full—employment of its

human resources.

-

The latter 1s defined by the Economic Council

of Canada to be achieved at an annual’ average rate of unemployment

(2) of 3 per cent at the Canada level.

-

L

(2) Ecdnomic Council of Canada, First Annual Review: Economic Goals '
for Canada to 1970, (Ottawa: Information Canada, December 1964), pp. 37-42.

Canada's unemployme
suggests that the goal of full-em

/ no; be realistic

Fl

a

ate ranging from 3.4% in 1966 to 7.1% in 1976
ployment at a 3mlunemployment rate may

-
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. * ) - . ..‘-. T
‘ ~y . \ . ."""--\.'
”~ - 3 — K
'\'.] . ~r-:- . \ 1 . .
' T TABLE 132 . .
e " THE c_IVIL_IAii ‘LABOUR_ FORCE AND UNEMPLOYMENT, BY PROVINCES, 1971 . a
. - T . . . * :
. . , L Per.Cent of '«
L * . . Civiliag,
. N < Civilian - : * .+ | Labour Force
. o ‘Labour Force Unemployed UnemployedP- -
A Ontam.............“..'.....'.' . 3,849 - 170 - S~ 5.2
r;:%zg Columbla............ . 911 T Bu . 7.0
,_ BBuseaiennnnranssanioss * 664 % W SO
k Saskatchewan.......,........ 3u8 ‘ 13 3.7
LT Mandtobasscaeerreresaiaens 390 - 19 4.9\
. p QuEbEC e tanossrsasssnsnns 2,394 197 8.2
N~ . Nova Sootia................. . 264 i ) 20 7.6 ‘
o 7 . New BrunswicK..eiseeccesasse - 215 - 16 . 7.4
.o . . Prince Edward Island........| . 39 . .. .
L ’ Newfoundland.f.,.......;.... . 158 18 11.4
- . ' .4" - — N Y

DA §Thousanﬂs oflpersons 14 years of age and over, . ‘

' May be inconsistent with rumber labour force and number unemployed
, Hﬁ\ause of rounding of original data.

L . . Not available.

.

Source; Canada, Statistics Canada, The. Labour Force (Ottawa:
. Informatlon Canada, June 1972), Table 18, p. 35 and Table 19; p. 36. e
1 Q l 0 ) -~
A , ,:_ Table 1: 2 shows how the rate of unemployment of the civilian
T o ;

labour force during 1971 difﬁe;ed among the provinces No province'
All provinces S

L -

exceeded the national annual average ‘raté of unemployment than marks

i had achievéd fullnemployment of its human reso!!ces.

full—employment in the Canadian fconomy. o o

ey

A_
time in-the htook of capital goods. .

incurred by the provinces in 1961 and 1971 arelghogn in Table 1:3.

-8‘

.

-

N

The préceés of economic growth requires net increases over

L4

-b”‘/ [} '

‘Rates of new capital expendituées '

toy
N



- . TABLE 1:3 ' -
NEW CAPITAL EXPENDITURES? (MILLIONS OF DOLLARS), PRIVATE AND
- PUBLIC SECTORS, *BY PROVINCES.AND' CANADA, 1961 AND 1971

K - 1961 1971 1961-1971 . -
e D L I : . ,
Ontarlo..................... 2,794.5 , 7,428.4 .10.3
British Columbia®..........:f ~ 900.4~ -2,996.2 12.8
AIDETtas . v speonenransosnsessfl  980.5 2,087.8 7.8
SaskatcheWan...oeesseeasnasy]. 4534 " 665.3 3.9
Manitoba...veseeernvsnrasoanf - 4166 823,11 7.0
Quebec...................... 2,007.4 3,970.8 7.0
Nova Scotid@.seevseseaniveens 223.7 613.7 10.6
New BrunswicK..ieievecessaes 171.0 475.0 10.7
Prince Edward Island....:.... 38.3 T $9.3 6.0
Newfoundland..ssveeosseeatoss lsk.u B55.4 13.5
CaAnada. eoseranrssnsaasssvarsl B6,172.0 19,785.9 -| 9.2

. >
5o

aCapital and Repair Expenditures on Construction and on.
Machinerg and Equipment. . ' '
Compound rate of growth,
Includes the Yukon and Northwest Territories. -
Source: Canada, Statistics Canada, Private and Public .
Investment in Canada, Outlook and R_glonal Estlmates, 1961-72.
(Ottawa: Statistics.Canada, 1972), Table ‘36, pp. 48 and H9.

-

.. While there has been a general upwagg\ﬁovement in all provinces

L

‘over the ten-year period, the growth rates of new capital expenditures

in the low-ipcome provinces have been either less fast or not much

faster than those of the high-income provinces. The low-income

provinces must attract new capital expenditures at faster rates than

‘ the high-income provinces if’ they are toé reduce the econ‘picuwelfaref

]
.

gap between themselves and the high—income provinces.

-

w2
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- _ :
The data presented thus far suggest:(l) rising incomes per

r 1

[

. . v
capita in-all provinces, (2) the persistence of wide differences

in averége per capita income among the provinces, and (3) ViHQ'

diffexenqes in productive gmplofmenn,bf the Hﬁmaﬁ and material

-

resources, of each prowince. ' ' ' S

P

.

Purpose and Organization

n

What pérticular theories of regional economic growth may be

relevant and can be applied to provide some of the reasons under-
. H

[

lying regionél economic growth and disparity in Canada?

4

Professor Gunnar, Myrdal (3) in 1957-outlined a partial -theory

of regional economic grdwth which can be applied to regional
economic development and prdblems faﬁing Canada. The theory is
based upon the persistence of regional economic.differentials

ensuing from the growth. of urba? centres, producing either pdsiiive

or negative economic effects on surrounding areas, on the one hand
or leading to a greater balance between the two effects on the

- e, i ' : ol
other. : ?

The purpose of this thesis is two-fold: (1) to dgvelop a
regional classification.systan for Canada which would satisfy the

13 - .
Myrdal-Kaldor thesis, and (2) to apply the‘Myrdal—Kaldor thesis
. - . \
to regional economic development and problems facing Canada._

(3) Gunnar Myrdal, Economic Theory and Underdeveloped Regions,
- (London: Gerlad Duckworth and Co. Ltd. 1957), pp. 11-38.

L e—— X

-

' C




.

- The analysié of the Myrdal—ﬁ;ldbr thesié-deals.with the ,f“\\.
economic¢ performance of Caeggsgs regions‘szgigéd'in terms of a '
specific regional classification in the period 1951 - 1966. .
Chagtef two examines ghe theories of regional ecbnomic growth . _44g$
advancéd by Professors Hirschman and Myrdal. The iattér's thesis -

of regional economic growth i1s examined critically and the shbseqqent

»

ER -t
- -

comments made on the Myrdal thesis by Professors Kaldorlanéj‘_ ~
Richardson are assessed. Notwithséanding the short—comings of the -
Myrdal thesis, an argument‘is presented towards the abplication of rfﬁ
tﬁé latter to more recent Canadian economic conditions. Chapter .
three reviews the concept apd classifications of regions, presents a
variéty of private and public regional glassificationsof Canada and discusses
some criteria for establishing the several classifications. An
assessment is made of the H;fferent Canadian systeqs in existgﬁce,

their usefulness and their lack of it. The type of system needed

. and reasons are discussed and a regional groupiné of cities and
surrounding areas 1s:formed to apply the Myrdal-Kaldor thesis to.‘
Canadian growth. Chapter four covers the method of test g the -
Myrdal-Kéldor ﬁhééis of ‘cumulative causatién in Canada'é'reéions;

It explains how and why the ﬁyrgél—Kaiﬁor thesis is more suitaﬁle than
the "pure" Myrdél.theory and states whether the more testable hypothesis
is applicabie to the analysis of regional ecohdmic‘development in

Canada. It'e¥plains what eﬁon;mic‘pheﬁomena dre to be tested and how,
and t?at are some of the qualifications of the technique outl}éfd for

I3
5

R
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~|
analysis of the ‘Myrdal-Kaldor thesis. The chapter concludes ﬁlth some

v

comment on what results may be expected from the exercise. ‘' .

. . -
. . . .

_ Chapter five examines variations in_reéional growth rates‘ﬁé
population and industry in terms of Eitieé;and combigég-citie and
surrouﬁdihg areas and rest-of-provinces in Canadé.- It analyzes the
growth and distribution of population among the regions and the growth
of regional output, employment and earnings in manufacturing. The

chapter includes Lorenz curves showing changes in income inequality

with respeét to workers in manufacturing in the regions during

the periods 1951 and 1966. Dealing mainly with a description of the

-

data, this chapter serves to introduce the test of cumulative causation
in Canada. Chapter six applies Richardson's medel of the Myrdal- !
Kaldor thesis to regional economic development in Canada during the

period 1951-1966. Regression equationsare fitted to manufacturing data

=

for Canada’s core cities and combined core cities and related areas by

provinces, regions and Canada. The regressions are examined -and cumulstive

-

.chusation in Canada's regions is assessed. The objective is to

.

determine whether the Hyrdal—Kalaﬁr thesis as presented-by Professor
Richardson 1s workable in Canada and, if'so, to'?fovide information

on some of the forces that contributed to unequal regional economic
° ¥

development in Canada during 1951-1966. A secondary objective is

to see whether the analysis can delineate some of th?_more‘critical

problems for sustaired economic development at a continuing rate

in Canada's regions. To the extent t df/;he test of the Myrdal-Kaldor




) thesis does not work out for Canada's regions, reasons will souéht
for this inapplicability of what on a priori grounds appears to be
a plausible theoretical anaiysis of regional economic growth.
Chapter seven presents the summary and conclusions of‘determining

an economic region system in Canada to satisfy the Myrdal-Kaldor

\
thesis and applying Richardson's model of the Myrd 1—Kaldorfthesis

to Canada's regi?2¥l economic development in the period 1951-1966.

* .

Four appeﬁdices'complete the thesis. Tﬂey cover: (1) o

approximately sixteen tables of data on population and
manufacturinﬁ for regions and Canada during.the period 1951~

1966, {(2) an examination of the sources and quality of the data,
1 -

~

(3) some suggestions for further research on regional economic

growth in Canada and (4) a combined bibliography and references

dealing with regional economic growth theories and analyses.

-~

~



CHAPTER TWO. ..

PRESENT STATE OF REGIONAL ECONOMIC GROWTH THEORIES

The censtruction and presenﬁation of a number of partial theor-

\

ies of the growth process, its sources and measuremgﬂfé have emerged

"in the post-war period: “aa (economiéts) are still searching for a

‘gené}él theory of economic growth. . They continue to improvise in

palicy terms on. the basis of a partial theoret{cgl framework which
they have so far been able to build". (1) &oré recently, the séarch
has been for énswers to pfoblems of regional economic growfh which

have become more complex and urgent. ' - ',

-

4

. % )
This chapter presents the regional . ecoriomic growth theories

¥ s

advanced by Professors.Albert Hirschmén, ahd Gunnar Myrdal and
. , S 4
the comments made by Professors Nicholas Kaldor and Harry Richardson

on the Myrdal thesis. Recognizing the sliort-vomings of the Myrdal
- _ .
thesis, the case is made that it provides a useful framework to

examine more recent regional economic development in Canada.

A Theory of Unbalanced Growth

Among regional“economic.grdwth theories, the theory of

_ unbalanced growth originally developed by Professors

(1) 0.J. Firestone, "Theories and Problems of Economic Growth",
Lecture given May 1969, (mimeograph) p. 2. ’ .
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o ’ ‘q.,;d.
Myrdal, Hirschmdn and Perroux(2) presents a theoretically‘$mpres- .

" sive framework for the analysis of regional economic deQelopmént

4

.

and problems facing a given economy.

»

[ A
_ LT
Here is a summary of the principles of the theory of uABalanced
- R

growth and the regional .implications developed by Hirschman. and
, R _

Myfdél._ - ‘ b

According to Hirschman, economic growth is the result of the

' interplay of the following three forces: (1) social oﬁerﬁead capital

r

'

\

“4 (3) The strategy of Economic Development, op. cit., p. 83.

’

(S0C) defined as "... Ehose basic services without which primar&,‘
sécondary and tertiary. productive activities cannot function. In its
wider semnse, it includes éll_public services from law and order

through education and public health to transportation, communications,

power and water supply, as well as such agricultural overhead capital

as irrigation and drainage systems"(3), (2) direcﬁly productive
activity (DPA) defined as enterprises "in Andustry, agriculture and
commerce that are generally in the hands of individuals or private

'firmsh(é), and (3) linkages which ﬁay take the form Qf a backward

or a -forward linkage. A backward linkage would occur when one firm's

- r

output creates a demand for another's goods or services. A forward

linkage would octur when one firm takes the output of an®ther and

(2) Economic Theory and Underdeveloped Regions, op. cit., pp. 11-38,
A. Hirschman, The Strategy of Economic Deyelopment (New Haven:

Yale University Press, Inc., 1958) pp. 62%d59 and 183-201,

F. Perroux, "Note sur la Notion de Pole de Croissance'", Economie
Appliquée, 8 (Jan.-June, 1952), pp: 307-320.

\ (4) Ibid., p. 85.
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carries it to a further stage of production. E

. . !
- ’ < . s {

; Professor Hirschman examined the growth pole: concept and its

relation to the region that surrounds it. He suggesred that if a

v -

.regioh is‘to increase its rate of growth, it must develop one or
more grodth poles. Initially, this means that one;part of a region‘
develops much more rapidly than the rest. However, the existence
of the reéionai gronth pole produces economic pressures that lead
totwidesprénd developments to correct the imbalance. The extent .
and the nature of the whole aree's resnonse to pressures for grooth
will depend on the region's economic structure in relation to the
indoetries that neke up the growth pole.,-fhus? an expanding industry
generates an increased demand for inputs of-production. At first,
it may import.the inpots from other distant reglons or countries.
Under the right circumstances, however, a‘locel plant &111 be es- -
tablished to supply the expanding industry. Such a result is termed
backward linkage. Forward linkage may also result, Hirschman
mentions the more-dependent industries which cluster around the
site of an expanding industry as a specilal caseiof forward or back-
. ward linkage. As they are smaller than the dominant“industfy, their
most economic location is as close as possible to the larger industry.
* Their production largely depends either on the marké% which the
larger ihdustty provides or in makiné use of a b&-product‘of the
larger industry. The forward linkages may be much weaker for less-

dependent firms but can nevertheless be a contributing factor to the

establishment of more industries. Moreover, in the case of the

‘)
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!
less—deoendent industries, the blants that the forward linkages

cause to be established may turn out to be much more importanr to .

the economy oﬂ'an onderdeveloped region.'

Professor Myrdal éxplained that economic growth stems from

rhe interplay of three forces. They are: (1) cumulative causation
defined as a "circular constellation of forces tending te act and
n :

react upon one another in such a wayJas tb keep a poor country in

a state of proverty, "(5) (2) back-wash effects defined as "all,

relevant adverse changes, caused outside that locality, of economic-
. expansion in a locality,"(ﬁ) and (3) spread effects defined as

"certain centrifugal 'spread effects' of expansionary momentum from

the centres of economic expansion to other regions.“(?)
: ~
-~
Myrdal demonstrated that ‘a given economic change 1s not

normally accompanied by:countervailing changes but, instead, by

supporting changes which move the systen in the same direction as

the first change but much further by examining the drift towards

regional economic inequalities within an economy. Figure 2:1
illustrates the workings_of the principle of interlocking, circular
interdependence within a process of oumulative causation in the
declining—region. 4

_ET*EESEEE Webry and UnderdeveIOped Regions, op. cit., p. 1l.

(6) Ibid., p. 30. :
(7 Ibid., p. 31l.

M -

o
P
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THE DECLINING REGION IN THE DRIFT TOWARDS REGIONAL ECONOMIC INEQUALITIES

Industry
Shut-Down

Source: Gunnar Myrdal, Economic Theory and Under-dtvclaped Regions (London: Gerlad Duckworth

and Co. Ltd., 1957) pp. 23-26.

The declining region both dissuades new investments and migration

from outside sources and as the process increases, causes the migration

.

S =13 -

FIGURE 2.1
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?
of the human and material resources of the region. The downward

cumulative process max give rise to endogenous; countervailing forces
and stop. The existence, however, of a lower limit to the process
is small comfort representing, as it does, a stdgnation. equilibrium

A 8

at a depressed -level of Euman living conditions,

N
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The cumulative process works equal'ly when the initial change

is positive. Additionally, important economic. influences reach

out from a centre of economic-expansion to its surrounding area,

. : v
Figure 2:2 presents the mechanics of the principle of circular and
cumulative causation in the more relevant .case of a regional centre 5

of economic expansion.’

FIGURE 2.2

REGIONAL CENTRES OF ECONOMIC EXPANS[ON IN THE DRIFT TOWARDS

Surrounding Area

5.
Backwash
Pl € Effects
’ : .
r
'
1 ]
A
A Spread
T . Effects

]

-

1957) pp. 23-32.

New
Industry

REGIONAL ECONOMIC INEQUALITIES

ééntrqs‘of Expansion

Increase in
Effective De-
mand for Goods
and Services
of Other
- Firms in

Region

Increase in
Employment,
Incomes and -
Demand

-

Source: Gunnar Myrdal, Economic Theory and Under-developed Regions (London: Gerlad Duckwort}.u and Co, Ltd.,

Within the centre of economic expansion, economic benefits -

accrue and gain momentum. Within the surrounding area of a centre

of economic expansion, important "backwash" and "spread" effects

are transmitted thereto from the

’

-expanding centre,
o b .

v
/
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"Backwash" effects or adverse changes occurring in a surrounding
area of a centre of economic expansion result from the workings of
(1) economic factors such as the movements of labour,‘capital and
.goods and services and (2) non-economic factors including‘transporta- :
_tion_systems; puoiic utilities, medical care, education standards,
custom and tradition. "Spread'" effects or beneficial changes caused
in a surrounding area of a ceéntre of industrial expansion arise from:
(1) increasing outlets of agricultural products, (2) incentive to?

produce raw materials and (3) stimulus to establish, consumer goods

industries.

. ' . - ¢

'The'"centre of economic expansion - surroundiné area" growth
phenomenon may be explained in terms of rounds of economic Production.
Rounds of economic production within such a centre occur bringing‘
both Increases in employment, incomes and demand and:scceptable rates
of_return on capitai. External economies on the one:hsnd present

" incentives to'enterprise and a widening of the range and quality of
public services and on the other attractS'worgers and their families.
When labour, capital and enterprise from the surrounding ;}ea move

.

to an expanding centre, the "backwash" effects on the surrounding
& . -

area emerge. They include:
a. decrease In economic production.
p. decline in employment, incomeés and demand,

c. decrease in tax revenues and the amount and qualiéy of e

»public services.
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IR A : .
d. rise-in age-sex imbalances, s 4 -
ﬂ.i rise in costs of social welfage, - N .

f. rtise in progress-impeding mof%s and customs. -

. .- .
- . N

-

' Simultaneéusly, labour, capifal and enterprise ‘remaining in

the*surrounding area respond to certain centrifugal spread"
: -.. .

o ffects of expansipnary momentum from the centre of economic
.

- -expan51on. The Surrounding area increagingly exploits its position
as: e e ' J :
. a.

-a source of agricultural preduce,
..b. =a source of raw materials, .
4

= A'wn"' ’
a locaticn for comsumer goods,industries.
[ \‘.

c.

S

The ocutcome in terms of economic grdwth of the area depends on

I:the relative strengths of the two opposing forces. Thus, stronger
“backwash" effects produce a deciining'region; stronger "spread"
. . - v w o

effects establish-new centres of economic expansion and "in the

Nmarginal case, the two kinds of effects will balance each other and

<

a.region will be - stagnating" (8)

“ . a .
a1 ~ .

~ Raldor and Richardson on Mxrdal'a-Thesis "

Professor Kaldor(Q) re-examined atld presented anew the regional

¢

. economic groyth theory developed earlier by Hyrdal.

{8) Economic Theory and Underdeveloped Regions, op. cit., p. 32.
+ (9) Nicholas Kaldor, "The Case for Regional Policies", Scottish

Journal of Political Econg;x, November 1970, pp. 337-347
v e.'




ey ‘\

-

‘The restatement of the theory was based on'a consideration of:

, a. the role of resource endowment in reglonal development,

‘ . : . . \
b. capital accumulation and processing activity, )
an

,C. industrial aspects of the prineiple of circular and cumulative causation,

d. regional aspects of the mode of operation of cumulative

Y
causation in processing activity., -° . :

J -

~

-

.IQ§ role of resource endowment in_the‘determination of regional
development was assessed in terms.of:(i)."land—based" economi%l
activity so:i as agriculture, forestry and mining and mineral
explorati?n and(b) "prOCessing" economic activity such as msn-‘
ufactﬁring and construction. Referring to'"land based' activities
resource endOWment offered-no more than "the natural explanation
why some areas ate more densely settled than others, and why the

.
comparative advantage in procuring different products (and which
settles the nature of their extg;nal trading relations) should differ

as between one area and another."(lo) Referring to processing"

activities, resource endowment was not' sufficient to explain growth.

" Noting that the "more developed" high income areas were areas which

possessed a highly'dEVEloped modern industry, Kaldor said: "One

cannot therefore say that industries will be located in regions

-
‘-

which are 'well endowed' with capital resources for reasons other

than industrial development itself. It was'not the result of the

’

pecullar thriftiness of the‘inhabifanrs of g,rsgion, or of a particularly

'high.degree of ipitial inequality in the distribution of income which

(lOiﬁ"The Case for‘Regional Ppiicies" op. cit., p. 338.

" i



while o d poor. The capital needed €or industrialization -

\“/w |
e ver me individuals who acquired

wealth as a result of the process of development, and not prior

was largely provided by

l

to it."(11) ~—~

The more relevant explanation why some regions continue to be
. . N .

¥ highly industrialized is to be found in the circular and-cumulative

™~

causation principl}‘_éf Myrdal. The latter defined-és increasing -

L]

< returns to scale.in the broadest sense of the derm.in manufacturing,

da

would include beneficial effects flowing from: ¢1) large-scale
production, (2) developmeénts of skill and know-how, (3) opportunities

for easy’ communigation of ideas and experience and(4) obportunity

of ever-increasing differentiation éf.processes and of specialization
. .

in human activities.

»
' -

——— /—_\\_‘/'"' . . - ’ CI

To eiﬁlain: as trade expands between industrializing and rural

—

regionsg, neither the principles of comparative advantage nor the

classical mechanisms of price adjustments work., Increasing returns

favour the "more developed" regions and inhibit development in the
"less developed” and, because of scale effects, the "more developed"
regions gain a virtual monopoly of industrial production. Since *

' competition in industry is imperfect'hhile near perfect competition

prevails in agriculturé, movements in the terms of trade favour -

r
’

the rich regions.

(11) Ibid., p. 339. - U

it

N

~
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. increase are roughly similar amo g regions and since because ’

» e e g e e ) e o e e

-

Kaldor introduced a variant of the cumulative causation

4
>

hypotneeis. The behaviour of a region’s production and exports

depend upon:(l) an exogenous factor, namely e “‘te of growth of
world demand for the region s products; a d(2) an ekdogenoué or—

/

quagiﬁéndogenOus factor, the movement of "efficiency wages" in

- the region relative to other producing regiOns.. This Yatter factor

measured by the change in money wages relative to the change in

proddctivity determines whether the reéi;n's share in the overall '

mafket is rlsing or declining -81 ce money wages and rates of Co

-
.

of;increasing returns, higher.growth-rates in productivity occur
in' regions with the more rapid rates of growth of output, éffieiency

wages will fall relatively in regions with above average ﬁroductivity

‘and output growth rates. Thus, relatively fast-growing regions tend - g
) . - s

to acquite cumulative competitive advantages over the slow-growing

ones. Rgcalling fhe existemce of certain centrifugal "spread"

effects of expansionary mementum from reglonal centres of economic

-~

expansinn to the surrounding area, Kaldor explained that regionnik-ﬁ 1
gronth différentiais‘would be dampened by:{1) a diffusion:of grownh
and stimulation of the demand:fér "complimentary" nroducte nf'slowen
fegions,(Z) the nise of‘diseeonomies associatedlw%th'high rates of

industrial growth, (3) the effect‘of interregional’ labour mobility

~

in holding in check divergencies in real earnings per capita and -

(4) the influence of built-in fiscal stabilisers. To quote'_

"... this principle of [cumulative cauaation - which explains the



e

gome industries ‘and another area in some other industries™.(12)

13
unequal regional incidence of industrial development by endogenous

factors resulting from the procesé of historical development itself

»

rather than by exogenous differences in 'resource endowment' - is

[}

an essential one for the‘ghderstanding of the diverse trends'of

'\i

development B between different regions. In realidy, the influences

and cross-currents resulting from processes of 'development are'%ar

more complex. The intensification of trade resulting from technological

improvements in transport or the reduction of artificial barriers
+ A - ‘ 's o
(such as tariffs between regions) has important diffysion effects

-+

. . . Ty
as well as important concentration effects. The increase in -

p;oduct&én and. income in one region will, as such, stimulate the
demand for "complimeo}ary" psoduots of oeherrzegioos; ano jost as,

in terms of micro—ecsnomﬁts, falling costs gene;allyxlesd to oligopoly
raooef than monopoly, so the ok;nciple of eumulative causation leads

to the concentration of industrial development in a number of suc-

cessful reglons and not of a single region. These "successful"

regions in turn may hold éach other in balance through increasing .

specialisation‘between them - some area becoming more prominent in’

w
o

’
'

Professor Harry Righardson found Myrdal's views on the regioual

growth process “diffiCult to translate into a, formal-model" (13)

. The interpretation, however, of’ the cumulative causation hypothesis

offered by Keldor has been expressed in formal terms by Riehardsoni Let-

(12) "The Case for Regional Policies”, op. cit., pp. 343-344.

(13) Harry W. Richardson, ."A critique of Regional Growth Theory",
Paper gilven at the ‘Regional Economic Development Conference,

University ‘'of Ottawa, Ottawa, March 2-4, 1972, (@imeograph) p. 13.
- # B ) . i !

-
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r
' ti = rate of productivity growth in manufacturing in region 1,
) . .
. Y4 = rate of grow:;\ofgoutuut in manufacturing in region 1. .

W, - N h) '
money wage index of manufacturing in region 1,

[ aad
]

[N
1}

index of productivity in mauufacturiug in region 1,
i/Ti = efficlency wages in manufatturing in region 1,

W = national money wage 1n manufacturing

.

t; = f}(yi), where fi is rising and > O ] A (1)
L]
Wy 2, 2 :
?: = fi(ﬁk), where fi is‘felling and > 0 (2)
; = f3( ) where £ is ¢ lling and > ® (3)
SR i atiing .
T,
i«

W= ' - ' . o _;}’ (4) - N

P ’ .
Equations (1) - (&) resoeetiuely state that a region's rate
of#groﬁth of productivity in manufacturing varjes directly with
L ]
y . its rate of growth of manufacturing output, efficiency wa es in
manufacturing vary inversely wgih that region's rate of growth
of productivity in manufacturing, the rate of grouth of
manufacturing.output varies Inversely with effioienoy uagea in

manufacturing in that region and a region‘s money wage 1n * .
' t

manufacturing is wqual to the national money wage in manufacturing.

The circular and cumulative nature of the regional growth

process is illustrated in Figure 2:3. In the manufacturing
sector, rising growth rates of output induce higher rates of

O *
growth of productivity which reduce efficiency wages. In turn,

falling Efficiency wages lead to higher rates of growth of output -~

. and so on.



FIGURE 2.3
THE CIRCULAR AND CUMULATIVE NATURE OF REGIONAL GROWTH .
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Scurce: Harry W. Richardson, “A Critique of Regional Growth Theory”, Regional Economic
Development Conference, University of Ottawa, Ottawa, yuch 1972, p. 16.
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‘Short-Cemings of and Supporting Arguments for Myrdal's Thesis

.

RicKHardson is lgss favourable and Kéldor more favourable to

the principle of circular and cumulative causation as a reasonably

plausible explanation of why regional growth rates differ.

-
4

According to Richardson, cumulative causation fails to provide
a complete explanation of how and why certain regions achieve

rapid growth. Rather, the principle proceeded .from theracéident'

of higher growth regioms to explain why divergent growth rates
persist/regionglly. The Verdoorn Law - the strong positive as-

sociation between the growth of productivity and efficiency on the

v :

one hand and the rate of growth in the scale of opérations on the

-

other - is overly pggrqgativg. As -such, little attention is given
to the complex role of agglomeration econoﬁles, external scale
economies and indivisibilities in the spafial concentration of

ecepomic activity. With respect to the manufacturing sector,

—

money wages In rapldly growing regions may both rise faster

an Lo -

than.other regions and not be offset by higher produttivity
growth. The application of the concept of efficiency wages as
: , TR

\

a mechanism to explain how changes in productivity iﬁduce faster - .

~

growth is less depgndablé. Rising prices, hbwever, could offset N
the failure of efficiency wages to decline ‘and thereby sustain

the rapid growth of the region. The assumption that regions are

L]

in direct competition with each other may be false as the

L4

sectoral composition of output may differ widely aﬁbng regioﬁgt’

. ‘. . N

[l

)
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Kaldor aimed at producing a formal interpretation of the

circular and cumulative causation model. Thus, hils variant

making reference to the manufacturing sec::;/tii/yielded the
testable hypotheses that (1) a region's r of growth of
-productivity is an increasing function of its rate of growth

of output,(2) the rate of increase in money wages 1s about

equal in all regions and(3) the rggional dispersion in

//’productivity increases -is significantly wider than the

regional dispersion in money wage increases.

Application of Myrdal's Thesis to Canadian Conditions

The evaluation of regioﬁal economic development and problems
facing Canada in terms of cumulative causation is encouraged by

several considerations.

While Myrdal's explanation of the regional growth process is
difficult to test rectly, the main prediction of cumulative

causation namely, divergence in regional per capita increases, can

be assessed fgr Canada in line with the Kaldor variant.

That Myrd;l's Ehesié prsceedé from a starting point of
already established "more developed" regions to explain wHy‘
differences in reglonal growth rates persist is more'relevant
in an analysis of poét-waf regional economic develoﬁment in
Canada. Canadais economy at tﬁe present time is a more-developed

one and there are in Canada both centres of economic expansion and

slow-growing regions.

+
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Testing of the Richardson model of the Myrdal-Kaldor

thesis of cumulative causation in Canada requires that historical

'ifdata_on output,. employment, and wages in manufacturing are available

for a specific regional system in Canada. Such data are more °

readily available because of the historical emphasis by the

-+

Canadian government in the compilation of manufacturing data. The

- w ~ . A

latter have been officially compiled on a regular Basis since

1919. L

Analysis of cumulative causation .in the regional economic
development oflganada'represents,a new approach. While this thesis

undertakes the test at a given level of rigour, the results are

VRO O

expected to contributé new information on Canada's economic development

¢

"and problems.
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CHAPTER THREE

THE DEMARCATION OF REGIONS

\ .

This chapter deals with the concept and classification of
regions in éeneral aﬁd of Canada in particular. It examines certain
regional classifications of Caggda as determined by academic, *pro-
"vincial and federal sources and_g}scusses the criteria employed in

establishing the classifications. The three sources of regional
claséifications are éompared afd one such classification is selected
. to develop the analys;j%E;’Z:;ZIative‘dgﬁsation in Canada. ;

Concept of a Region

It is possible to analyse regional, urban and rural problems
of a given country without giving precise definitions of the areas.
One recognizes, however, that different regional boundaries may

-either reveal or conceal divergence from, or convergence to,

!

H;Qiénal'éverages in growth, stabillty, eﬁployment, level of

income ard- so on, Explains S.E. Chernick: "What seems to emerge

from experience and the .extensive discuﬁsion of this question is

- that ﬁ uniquely defined set of regions cannot be specified in & way
" . which meets all possible requirements. Rather; .there exists a

hierarchy of regional groupings; depending upon the nature of the

+ ' :
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analysis and the purposes it is intended to serve, one regional

‘grouping will be found to be more appropriate than another". (1)

What are some posaible definitions of a region? °

The American Asscocilation of Geographers suggested this

subjective definition: "... a region is not an object either

o

self-determined or ‘mature given. It 1is an intellectual concept,
an entity for the purpose of thought, created by the selection of
certain features that are relevant to a real interest or problem,

and by the disregard of all features that are considered to be

irrelevant' (2). .
) : .

A United Nations study presented the following equally subjective

1

definition of regions: "They are ordinary, commor, practical,
gedgtaphic areas for which soc}al'and economic improvement plans have

been conceived; planned and undertaken"(S); . '

‘Walter Isard took an academic approach and he suggested the

- L]

need in regional economic analysis to refer to more than simply given
geogfaphical borders of a country.in order to take account of the
kinds of basic forcea'at work in the regional growth process.
prlained Isard: "... the region 1s a-dynamic, social organism

(l) $.E. Chernick, Inter-regional Disparities in Income, Staff Study

No. 14, Economic Council of Canada, (Ottawa: Information Canada,

.1966), p. 3.

(2) Organization for European Economic Co~0peration, Regilonal -

Economic Planning, (Paris: Organization for European Economic
Co-operation, '1961),.p. 379

" (3) Resources for the Future, Design for a World-wide Study of

Regional Development: a Report to the United Natioﬁ; on a

‘Proposed Research Training Programme, {(Washington, D.C.:

Resources for the Future, distributed by John Hopkins Press,

Baltimore MD., 1966), pp. 3-4.




b
possessing anrintricate network of internal connections and -
interrelated via diverse flows to each of an hierarchical array

[}

of regional and sub-regional entities"(4).

Harvey)S. Perloff et al. presented a more concrete concept of
a region when théy observed chét Fhe choice of a reglonal systeﬁ
depended both on specified physical, socio-economic or other criteria
and .on available data. Stated thgfaufhors: "The term 'region' is

generally used to describe = group of geographically contiguous areas
P ) :

" +which have certain common or complimentary.characteristics or which

are tied by extensi@e, interareal activity or flows"(5).

An equally productive definition of a region- 1s presented below.

' &

It draws together both the concep;,o% a region and the classification
of regions. The 1link 1s achieved by establishing criteria such

. L : .

that one can select from-the given criteria to obtain a particular

regional classification. "A region may be defined as an area whose

boundaries are set on the basls of certain criteria. These may be:

(.
largely- geographic, economic or political. The criteria overlap-

hecause there is a close interfelationship between the various elements,

Geographic factors may influénce economic. behaviour and .the latter

(4) Walter Isard, "The Value of the Regional Approach in Economic
Analysis", Regional Income,Studies in Income and Wealth, vol. 21,

by the Conference on Research in Income-and-Wealth, (New York:
N.B.E.R., distributed by the Princeton Univ. Press, Princgton, N.J.:
1957), p. 69. - -
(5) Harvey S.,Perloff, Edgar S. Dunn, Jr., Eric E. Lampard and )
Richard F. Muth, Regions, Resources and Economic Growth (Baltimore, MD.:

i

- The John Hopkins Press, 1960) p. 112.

.
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mayvhave political repercussions and vice versa'(6).

g LS

Classification of hegions

What is the logic of a regional system?

. -
-, .

‘ba;id Grigé stated that since regionalization is i’s_imilafﬂ/_7
process to classificatioﬁ, the principles of classification could
be applied to the construction of reéional systems(7). These
are: (1) classifications E;ould'be designed for_a specific

purpose; they rarely serve two different purposes equally well,

£
.

(2) there exist differences in kind between osjééps; object? ) -
which differ in kind will not easily fit into the same -
élassificaf}bn systém, (3) classifications are not absolute; Ehey
must be chanéed as more'knowledge-is gainéd about the objectsl
under study, (4) the classification of any group of objects should
be b;sqd upon properties which are p;operties of qhose objects{~3
it follows then that differentiating characteristics should beh ?“
properties of the objects classed, (5) in logical diyision the
.the division should be exhaust?ve, (6) in logical division and

classification, the speciés or classges should exclude each other,

(7)'iu divisiou, the divisidn should proceed at every stage, ang .. -

(6) 0.J. Firestone, '"Regional Economic and Social Disparity", Paper

given at the.Regional Economic Development Conference, University
of Ottawa, Ottawa, March 24, 1972, p. 12.
(7) David Grigg, "The logic of Regiomal Systems'', Annals of the

American Assqciation of Geographers, Vel. 55 (1965),pp. 465-491 . ' _ &
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_as far as possible’ throughout the division, upon.bne principle,

(8) the. di;;;;znzisting characteristic, or the prinqiple of

division, must be imporrant for the purpose of the classificatioq,
-~ ‘ -
(g)‘properties which are used tp divide or classify in the higner

'
-y

‘categories must be more important for the purpose of the division s

than those used in the lower categories and (10) ‘the use of more

I

than one' differentiating characteristic or principle of division

! prodnces.a hierarchy of classes; the loéinal consistency of .the. .
hierarchy will only be maintained if rules 5-9, inclusivé, are . T
observed. = - - ' . .

Grigg indicated that there were difficulties in the applicatién.
of the principles to develop regional classigications. On'the one hand,
they were counsels of perfection’ that were not always possgible to
achieve; on thn other hand, in the comstruction of reglonal systemS, u

they stated what was to be avoided rather than what was to be domne.

0

"The principles'nontribute much to the orderly examination of the pfocess
- ) L@ '

‘of reglonalization.

~

What other criteria can be put forward te facilitate the

classification of regions?

A Iisting of scme such criteria comprises: (1) population-

. distribution, (2) topography, (3) climate, (4) soils and vegetation;

(5) structure of economic activity, (6) rket slze and- structure,

. -~

(7) past and potential economic performancé; (8) social and cultural

I
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features, (9) dynamics of an area, (10) ad?isistration or planning,

(11) homogeneity and (12) functional integration.

..‘
)

Criteria 1-4 divide a country into geographical regions. Taken

-

singly,.?ach criterion produces a different regionalsyStem. Combined,
they delineate a single system of broad geographical regions. Criteria
5—8_designate "funccional' areas that serve the assessment of regional
economic progress. Tne lattEr are "regions whose parts are closely

linked by a meaningful igtra—regional‘relationship"(B). /y}>-

. T
. N

The criterion of area dynamics was proposed by Harvey Perloff:

"What is called for is a modification of the usual homogeneity approach;
from_the search for regionp“with some supposedly inhe;gnt and stable
elements of uniformity to{the examination of broad areas of the United
States as they develop e{;ments of relative uniformity and of divergence
over time,.and particularly asfghey develop interdependent patterns of

economic activity. TFor purposes of assessing the relative economic

-

status and the economic progress of the various pdrts of the country,

the demarcation of regions must itself be considered an analytical

variable" (9. Regional economic_studies mai become more revealing

when one examines ithe economic growth of regions within continpally
changing locational matrices. ) ,ﬁ
(8) "Regional Economic'and Socjal Disparity”, op. cit., p. 13.

{9) Harvey S. Perloff, "Problems of Assessing Regional Economic g
Progress" An Regional Income, ep cit., p. 39. .

;t

g



The criterion of administration is one of the older methods of
classifying regions. | Examples of reéions produced by the application

-of this criterion are provinces or states, municipalitirs and. countiles.

< e .
The délineatiop o& a geographic area in regional e;onoﬁiétangiysis

irivolves one of two fundamental economic criteria. Alregion may be
‘defined By the likeness of its component fea;ur?s - the principle of
homogeneity - or by the p‘Lsence of a centrglizing node and an area

of influence - tﬁé pripciple-oé functiqnﬁl inéégration. Homogemneous

' %Egions may be alike in“a'single, significant feature or in a group

‘of featureg. These may-be populatioq, economy, land use; environment
and so, on. Where there fa both similarity and dissiﬁilariéy, the
importance‘of the similar featufes must be greater than thaﬁ of the
dissimilar featuresf'-The principle of functi&nal'inteéfétion produces
regions called fuﬁcfibqa%3 polgrized or nodal. The latter consist

of a;l the area organizedvaréund ;'ceptralizing no&;'and operating‘as

“"a unit. Examples of modal regions are'areas of close economic and

hd Y

social integration located around and includihg the larger citles of
. - s -

- .

the national economy. -

-

Private Regional Classifications of Canada

The most impoftant private sources of information on the.delineation
& A - .

¥ . 7

‘"'pf regions are the studies of geographers. Among the more important

" contributions gb the descriptions of regions of Canada is the study
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by Camu, Weeks and Sametz(10). In developing a systenffor‘danada'é

>

régional analysis, the authors observed: "Canada 'is the

seﬁond'lafgesg

country in the world, and comprises such a widé variety of geographic
situations that it cannot be properly.undérstood except as a series of

regions to which referehce is usually made. In the present work, we are

v

considering a system based on general purpose-regiohs and designed to
; > .

" assist in coordinating data on ﬁany factors, thereby facilitating the analysis

of basic production and marketing aspects, and in turn the interpre-

tation and forecasting of local economic conditions'(11).
! L3

To this end ﬁés ﬁroduced a sixty-eight Eeéidn systen conspructéd
on the basis of four properties: (1) structural factors sﬁéh as
physiographic bases) .population and capital structure, (2) functiona}
factbrgbsuch as tfansportation;and communications systems and the‘ b
flow Af other servicing funétiLns, (3) production factors and f
(45 mfrkéting patterns. This‘classification.suggests the application
of both the criterion of homogeneity and that of nodality. " The economic

. geographic:éreés of this regional'system ére péésented in Table 3:1..,
TEES‘FEE?fe Camu, E.P. Weeks and Z.W. Sametz, Ecoﬂﬁmic Géography Jf__

Canada, (Toronto: Macmillan of Canada, 1964) . '
(11) Ibid., p. 262. : .

—HL_____~ff-\\\\‘HN
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TABLE 3:1 -

A B6B8-REGION SYSTEM FOR CANADA,‘BY REGIONG

v . .
1 .

No. of Regions

1. Atlantic Provinces.....iveseess 1 o H\\\\

3
~Newfoundland......oivevaneanns b \\\-
Prince Edward-Island.......... .1 ' .

Y
L

. Dy

- Nova Scotid.siicisacscsrscasnnns
New BranswicK.viiecisiisonaeeas

[

"2, ‘Quebec...;..................... ' 10

[ . Kl

3, Ontariosiceciisecereresasrnsens 10

+ + 4, Prairie ProvinceS.....esecenene. 2
Manitoba..iievrsencnrrarnnsnns
Saskatchewan.ivsiesessssssssnss
Albertat ., vedeenrenneechonnnnn

W~ K

5. British Columbia.{......;.....; g ‘

6. Northern Canad@...scescrresssse b
Yukon.liillﬂl.ii.l'..ll....lll\ l’
.Mackenzie...ooviiviainriannns 1

: Keewatln...................... 1l 3

Franklln....................... 1. - \

7. Canada Total.......,........... 68

“ . . . F 4

Source. Pierre Camu, E. P Weeks and Z.W. Sametz,

Egonom;g Geography of Canada’ (Toronto. Macmillan of Canada,
1964) pp. 270-283.

An examination of the operations of businésq enterprises in

Canada revealed that: (1) there are many private regionél
classifications in use with each company developing its own
classification for dividing up administrative and sales operations

and (b) private businesses rely heavily on federal regional claésificatiops

in conducting market research, preparing feasibility studies and so on.

\
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' The Bell Telephone and gister companies have pfoduced a unique

regional classification both to facilitate the administration of this

service industry and to provide subscribers with fast and efficient’. L,ﬁ\\\ B

telephone service at reasonable rates. ‘Thus, in the case of this
indﬁstry Canada is divided into dbout 780 regions. Several companies

notably in the oill, automobile and food and beverage industries reported

.that their particular regional classifications were developed with referenc

to: (1) sources of sunﬂ!y, (2) location of markets and’ (3) somewhere betwee

sources of supply and location of markets in order to reduce costs. The

Dun and Bradstreet Company which provides consulting énd other profesional‘-

services to business reported that some private regional classifications

are developed iq order to qualify for government grants to establish new

i

industries. Ve
- f

Provincial Regional Classifications

The provincial and territprial boundaries of Canada are the

prdduct mainly of historical and political circumstances. Nevertheless,

they do contain’'certain broad geographic and ecoﬁ?mic differencex\

. which, to make for continued provincial economic development, cail;) ‘

for the delineation of ﬁrqvincial economlc regions.

- All provinces were contacted to provide comprehensive information

~

‘on existing regional economic systems in use for provincial economic

development purposes. All provinces responded exceﬂ&_Prince Edward -

Iélénd and New Brunswick.

ta f v

-»
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Newfoundland

The. Province of Newfoundland at‘tﬁe present time has no_spe¢if4c
'.économic'region system applicable to provincial economic dewelopment.
The ﬁepartmenE of Industrial Development advised that, unless some

\
specific area of the province was being -considered for further

develéﬁment, usually the ;rovince as a Qhole is treated as a single

economic region: A numbe? of Planning Task Forces have been engaged

in dréwing up aéministrative guldelines’ on ec;nomic regions to be
' suhmitted to th; provincial govermment. The ingegrationlof the

reports of the Planning Task Forces is expected to yield a single

economic region system for the province. To date, a proposed

»
-~ v .

economic region system covering approximate forty-six rural
development areas has been produced. The latter comprises:
; (1) Greater St. John';, (2) Bell Islaﬁﬂ, (3) Southern Shore,
4 frepassey, (5) St. Mary's Bay, (6) West Co;ception Bay, .
(7) North Conception/Séﬁth Trinity, (8) Placentia, (9) Cape Shore,
(10) Isthmus, (11) Clarenville/North Tfinity, (12) Bonavisgta, (13) Burin
Peninsula, (ﬁ%) Squth Burin, (15) Gloverton, (16) Eastport
Peninsula,- (17) Gander, (18) Bonaéﬁ%ta-ﬂortb, (19) Fogo Island,
(20) Twillingate/NewJWorld\Island (21) Lewisport,. (22) Grand Falls,
¢23) Buchans, (245 Green Bay, (25) Bale D‘espoif, (26) Worth Foxtune
_Bay, (27) Burgeo-Rémea, (28) South West‘Coast, (29) Codroy,
(30) Robinsons, St George's Bay, (31) Stephenville- St. George's,

(32) Port Au port, (33) Bay of Islaqu, (34) Humber Valley,




(35) South White Bay, (36) Baie Vert Pehinsula, (37) Bonne Bay,

(38) Port aux Choix-Hawkes Bay (39) St. Barbe Stralt, (40) st. Anthony

(41) Canada Bay, (42) Labrador Strait, (43) South Coastal Labrador,

(44) North Labrador, (45) Lake Melville and (46) Western Labrador.

i
M .

Nova Scotia

.

a
S
.

The Province of Nova Scotia at presenh uses an economic region

v H
system of eleven regions. With respect to ithe formation of the

latter, the Department of Development explained that one region is

. ) 1
a metropolitan area, seven are the extended hinterlands of the

urban centres of Sydney, Port Hawkesbury, New Glasgow, Amhersé </
~

Truro, Bridgewater and Yarmouth and three are essentially resource

based .areas.

{
As far as was possible, county boundaries were main-

tained as so much of available statistical data relates to the

boundaries. The economic feglon system covers: (1) Halifax-Dartmouth,
- (2) South~West Nova Scotia, (3) South Shore, (&) Annapolis Vailey
-(5) Central Nova Scotia, (6) Camberland, (7) Eastern Shore,

(8) North Shore, (9) Stait of Canso, (10) Cape.BreCOn County and
(11) Weat Cape Breton.

A Y

Quebec

The Province of Quebec at this time is divided into ten

’ o
economic regions which encompass the approximately twenty-five

administrative regions of the province. The Department of
Industry and Commerce stated that'growth poles and their areas

of influence were determined for this system. The ten economic
regions system are: (1) Bas Saint-Laurent Gaspesie covering the

administrative areas of Gaspe, Ste-Ann-des-Monts, Bonaventure and

T
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Bas Saint-Laureﬁt, (2) Saguenay-Lac-Saint-Jeaﬁ coveriﬁg
Chicoutimi and Roberval, (3) duebac covering Riviere-de-Loup,
Quebec Ciéy and Chaudiere, (4) Trois-Rivieres covering Boierranc
and Mauricie, (5).Canton§—dé-l'est; (6) Hontreal';overing o

Granby, Saint-Jean, Beauharnois, Saint-Hyacinthe, Montreal .

Metropolitain, Richelieu, Joliette and Terrebonne, (7) Outaouais
covering Hull and Labelle, (8):%ord—0uest covering Rouyn-Noranda
and Abitibi, (9) Cote-Nord covering Saguenay and Sept-Iles and

(10) Nouveau-Quebec.

t  Ontario :
The Province of Ontario at the present time uses an economic

region system of five large planning regions.

The Ministry gf Treaéhry, Economics and Intergovefnmental
affairs advised that in the mid-1950;s, the Province had adopted
a gystem of ten economic regions. The 1atter‘wqre essentially the
same.as thoée developed for the Federal government by .Camu,

’

Weeks and Sameéz as part-of a nation-wide system of

sixty-eight regions. They p:oved, however, uynsuitable for

pfhnning purposes. Early in 1973, the Province changed to five

large planning regions with each covering a major urban centre

and itsrenpirevgy§butary region. The economic region system

comprises: (1) Southwestern Ontario covering the tounties of Essex,

Kent, Lambton, Elgin Middlesex, Oxford, Perth, Huron, Bruce

and Grey, (2) Central Ontarioc coyering Norfolk, Haldimand, Niagara,

Wentworth, Brant, Waterloo, Wellington, Halton, Dufferin, Peel,
’f?mcoe, York, Metropolitan Toronto, Ontario, Muskoka, Victoria,

Durham, Northumberland, Peterborough and Haliburton,v(§) Eastern

-

‘Ontario covering Prince Edward, Hastingh, Renfrew, Lennox and
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Addington, Froqﬁenac, Lanark, Leeds, Grenville, Ottawa-Carleton,
.Dundas, Stormont, Russel, Gien&arry and Prescott, (4) Northeastern
Ohtario'eovering farry Sound, Nipissing, Manitoulin, Algoma,
Sudbury, Timiskaming, Cochrane and part of Kenora-Pgtritia and

(5) North western Ontario covéring Thunder Bayl Rainy Rivef, Kenora:

-
L]

and part of Kenora-Patricia,

Manitoba
The ProQinqb of Manitoba at present uses an economic region
system of eightiregions. The.Secretariat of Planhing revealed that
‘provincigl departments are rapidly adopting this system of economic
regibn; for purposes of provinecial development. The eight economic
regions of the province are: (1) North Region, (2) Parklands Regigp,
k3) Inperlake Region, (4) Southwest Region, (5) North-Central Region,

(6)‘Winﬁipeg, (7) South Central Repion and (8) Southeast Region.

: — . i
Saskatchewan'f ™% . v

The Province of Saskatchewan at this time employs a variety of
regional‘aystems. Some Qérve the ‘administrative functiéns of thé
province while others-serve the economic ;bjectiqes of the different
prdvince while oghers serve the economic objectives of the different
provincial departments. The Industry Department hasg outlined
2 tentative economic regidq system of six regions. The latter would
comprise: (1) Moose Jaw—Swift Current- Southwestern region, (2) Regina-

~Central region, (5) Prince Albert-Northern region and (6) North

Battleford—Northwestern‘region.
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Alberta . ©o ) -

The Prqvince of Alberta has developed;an‘economic region systém
of six regions. The Department of Industry and Lommerce explained

-

that the province employs this system of economic regions at the
present timevfor all provincial economic development plants. The
six‘ecpnomic regions 4re: (1) Lethbridge-Southern, (2) Calgary-South

Central, (3) Red Deer — Central, (4) Northeastern, (5) Edmonton-

»

North Central and (Q) Northwestern.

British Columbia

'

The Province of British Columbia employs an economic region i

system of nine regions. The Department of Industrial Develop-
- N
ment, Trade and Commerce advised that the system is used for

scapistical and apalytical pfogrammes on fhe one L;pd and provipcial
ecconomic development.planning on the other. Iﬁe nine re%ions
comprise: (1) Kimberley—CraAbrook, (2) Golden Revelstoke-Salmon
Arm-Nelson Trail, (3) Vernon-Kelowna Penticton, (4) Kamloops Lillooet,
(5) Powell River—Squaﬁish-vancouvér—Hopé, (6) Vaﬁcouve; Island-

Mainland (part}, (7) Prince George-Quensnel-Williams Lake-Burns

Laké—Smithgrs,.(B) Northwestern and (9) Northwestern — Coast -Islands.

A general provincial regional classification constructed on

the criterion of administration 1s that of the propinciaL electoral

.
¥

districts. The latter are presented in Table 3:2. The Yukon

Territory and the Northwest Territories are not included since they

-

fall under the jurisdiction of the Federal Govermment. The number

of provincial electoral districts is analogous to the number of

mempers of the prov%ncial legislaﬁive assemblies. The latter i%
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determined under -the provisions of the British North America and
Provincial Acts. While the provincial electoral districts have no
one-to-one numerical relationship to federal electoral districts,
both are based on representation by population.

TABLE ,3:2
NUMBER OF ELECTORAL DISTRICTS OF THE PROVINCIAL )
GOVERNMENTS OF CANADA, 1970-71
Provincial Electoral '
Districts
1. Newfoundland.....viovvinnnnnnne 42 . .
2. Prince Edward Island........... . 1s
3. Nova Scoti@iniiveenverenrennnes . - us
4. New Brunswick.iiiieeriienneensen 58
S, Quebec......................... 108
6. Ontarlo........................ 117
7. Manitoba.iiseneiirraionennnnnnn 57.° .
B. SaskatcheWwan...iieeivievevesases . 59
9. AlDertE.siciiaeiiiiioreingennas - T4 .
10. British Columbia............... ~ 55 ' *
11. . All ProVinCeS..eiivenssneenssss 632 B
' Source: Statistics Canada, Canada Yeanr Book, .
1970-71, {(Ottawa: Information Canada, 1971) PP. 109-118. '

, : . ‘ . - -

Another general provincia; regional ciassification based again
on the criterion of administration is that delineating the municipalities
of the provinces. The latter are classified as unitary and regiomal

municipalities and improvement districts. They suggest, however,

some of the factors of the criteria of homogeneity and nodality.

RS
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Federal Regional Classificationa ,/y !

By far the largest number of regional delineations of Canada

has been produced by the departments and agencies of . thé Federal

]
-

Government. Tney are of FlL classifications.q geographic, population,
administrative, homogeneous, nodai and so on.. Two regions‘oonstruoted
on the basis of economic criteria.are the Ceneus of Canada'Regionaf

éystem'and the Standard Geographioal Ciasaifitation. Regions defined

in terms of the criterion of administration or planning include.

- —A—-
.

(0 the Canada Manpower Centres of the Department of Manpower and

Immigration, (2) the Designated‘Regions of the Department of Regiqnal

Economic Expansion, (3) the Rpstal Area System of the Post Office

‘Department and (4) ithe Electoral Districts of the Federal Government.

The Census of Capada Regional System

The most comprehensive of the federal regional classifications is |
that employed in the.decennial and quinquennial Censuses of Canada.
The regional system uaed contains,elemedts:of both the homogeneity
criterion and the nodality criterion. The Census of Canada regional
classification covers: (1) Census Economic Regions, (2) COunties.
and Census Divisiona, (3)§?nﬁ£1palities and Census Sub divisions,
(4) Urban and Rural Areas, (5) Census Metropolitan Area, (6) Censjgé

Agglomeration, (N Enumeration Areas, (8) Federal Electoral_Districtsl

»

9
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) ‘Census Economic Reg‘ions, _

* The Census economic regions refer to combinatioks qf counties

Statistics Canada tomake possible the ﬁroduction of sub-provincial

data. The combinatiohs produced~are roughly comparable.
. \ .

] o -

Counties and Census Divisions

Count%és refer to the main political and/or administrative
divisions in five pro;inces:, P;iﬁce Edward Igland, Nova Scotia,
New Brupfwick, Quebec and dntario. Census Divisions have been

ﬂ‘produced as substitugps"fof'counties in Ehe remaining five provinces.

* The most detailed and comprehensive series of data are compiled for

these two divisions.

Muni;ipalities and Census Sub-divisions o~

Hunicipalitiés refer to areasawith corporate status, governedf
.by Provincial angd Territoriq} Acts intseven'provinces: Prince
.Edwérd Island, New Brunsﬁick, ngbec,'Qntario, Maq}toﬁa, Sdskatchewan
fand Alperta.uuAs a fesulthf ihe extensive, unofganized areas in

Newfoundland and British Columbia and the relatively large size.of:

G -
i . R

county and district municipalities in Novﬁ Scotia, census sub-divisions

#. -
arve being used as a substitute for municipalities in these three

provinces. .
k . ) . ’
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' Census Agglomeration

Urbén and Rural Arees“”ﬂ . .

*

Urban -areas include: (1) ineorporated'munioipalities with a

‘population of 1~000 or. over and having’the legal status of city,

town or village, (2) incorporated places of 1, 000 population or over
having a pOpulation density of at least 1, 000 per square mile and
< [

(3) the urbanized fringe of (1) or (2)-if it has a minimum population

of 1,000 and a density of at least'i,OOO per square mile.

Census Metropoiitan Areas

-

A Censug Metfopolitan area‘fdfers;to‘the nain.labour‘market of
a continuous built-up area having 100, OObfor more population. They

are’'a .product of Statistics Canada and are usually known by the name

of the largest city.

- . * . . e

;o

Th TN

x-A Census Agglomeration is defined as a statistical .area having;h_

T

-an urban centre with a population over 1, 000 and adjacent built-up

"core must.be at‘least 2, 000.--Area9vwith an urbanized core of

area of at.leaet 1,000 population and. a minimum density .of 1,000.

. . ’ v . ‘
persons per square mile. The largest urban centre and its adjacent

Yl L}

urban part musgt constitute a continuous built—up area with no

o ” -

separation greater than one mile. The population of the urbanized a
o, - . ‘

9

- . X .

100,000 or over gre census metropolitan areas. The main use of.such
"‘ - .- b - . ’

areasd is to provide data gor ”cloaelyére.lated urban communities

separated: from each. other only by admfhistfative limits.

- averd

————
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blocks of all statistical area, they never cut across any area

being.

- o .

Enumeration Areag - .
2 T L&

3

An enumeration area is the area canvassed by a census
representative., - It "is defined‘according to the follpwing criteria:

(1) population, (2} number of farms and (3) limits. Such areas may

include as many as 300. households;. depending on its location; they

alﬁay; include fewer than 100 farms. As they are the building-

recognized by the Census. Moreover, tgeir boundaries are such that
the census representative will be able to locate them without

- - '

difficulty. They are the smallest units for which data are available.

Federal Electoral Districts

Any place or terri&orial.area‘which' the cdnstitutional "

right to elect one member i

Commo a Federal .
-t ) -

Electoral Dishrict.

. -
L

The Standard Geographical Classification

The Standard Geographical Classification manual presents a

classification system for provincés, counties or cemsus divisions,

municipalities and unorganized areas within each county or census

fﬁg;sion'in Canada. Each municipality has a unique code number,

thé coding system being so arranged that gaps are left to allow for

the inclusion of newly organized municipalities as they come into

~
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The objective of a standard geoérapﬁical coding system is to

provide a standard set of code numbers for provinces and for geogra-

__phical subdivisions having legally recognized boundaries within each

province. Such a standard coding system provides a means for
_ obtaining comparable data from different sources. A common numb};ing
system is particularly important for data assembled by mechanical v )

means or computers. .

With respect to areas smaller than the province, the Standard
Geographical Classification is based on thé system used in connection
with éhe~decenni§1 and quinquennial Censuses of Canada. The codes do
not -correspond, however, with the census area definitions becaﬁse this
classification is designed to meet the needs of regular statistical
surveys while the census requires a system designed to reflect the
situation on the census &ay or week; Local area boundaries are
sugject to change and the incorp;ration of mun;cipélities and similar
local areas is governed by provincial law and practice. Thus, a
classification sultable for current use over ; period of time must .
have sufficient flexibility to take account’ of changes that occur. *
It is unlikely that the code numbers for such a claésificqtion ana S B

i

those used for purposes of tabulating the census will ever fully agree.
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The Canada Manpower Centres

The Canada Manpéwer Centres of the Department of Manpower and

“Immigratibn, constructed mainly upon the hriteriéﬁ of administration

or planning, comprises about 350 provincial locations as follows:

]
't

TABLE 3:3

NUMBER OF CANADA MANPOWER CENTRES, BY PROVINCE, 1970-71

- .

w0 1 O n Fow o

.

f
w
.

10.
il.

12.

and

¢ cMe's
Newfoundiand:.................. 10
Prince Edward Island........... &
Nova Scotia........f........ﬂ.; 29,
New Brunswick...............5..- 18
Quebec........................: a4
Ontario...iiiiiiiiinnensennnees 101
Manitoba,.sveesseirssrnerensnes 16°
Saskatchewan.......ecvvuenerees 14
BIDErta. uviversiisrrsneannnans 20
British Columbia...cvevvnueeness L2

Northwest Territories and
the YUKON. . seeesosotsaness 3

- Canada Total.........;;u....... 350

Source: Department of Manpower
Immigration o '
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As the Economic Council of Canada observed, "The Centres are,
oo . : 3 '
in fact, the institutional arm through which federal manpower

policy operates. A brief listing of some of the current functions

-—

of these Centrés shows a tmarked shift in focus, involving a variety

of services to workers, both employed and unemployed. These services

include:"referrallto jobs (fhe placement functioﬁ),[ authorization
for training and allowances underjiiﬁ'Adult Oécﬁpatioﬁ Training Act,
and authorization for grants under the Manpower Mobility Program.

As. part of the process of deciding which of these seryices to offer
a given worker, they provide counselling and testing serviceé. - The

] ., H
Centres also provide clearing services to assist in alleviating

-

local labour market surpluses and ;shortages: special services for:
recent immigrants, recrultment services for employers, and the

dissepination of labour market -information. They also cooperate
_ . ‘ Ve
with other agencies in developing special applications/dﬁ manpower

P
programs for the handicapped, for mitigating the effécts of large

-

-layoffs, and for promoting regiomal development'(12). ,
i - - -

i

i

/,7\ J
.. -

Designated Regions and Special Areas

The Department of Regional Economic expansion was crehte& on
April 1, 1969, as a result of the passage by Parliament of the
Govermment Organization Act, 1969. The Department was designed as

the instrument for a major federal effort to reduce the economic

(12) Economic Council of Canada, Design for Decision-Making, Eighth
Annual Review (Ottawa: Information Canada, 1971), p. 190&,
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and social disparities between the various regions of Canada, and

the legislation therefore made the Minister of Regilonal Econeomit
Expansion responsible, in the federal Jurisdiction, for "economic .

expansion and social adjustment in areas requiring special measures

-

to improve opportunities for productive employment and access to

those opportunities". -
. ' L
FIGURE 3:1

DESIGNATED REGIONS AND SPECIALAREASFOR .
. REGIONAL ECONOMIC EXPANSION '

@ Designated Regions

B Special Areas

Soutce: Canads, Dopartment of Regional Econamic Expantion. o A A

.
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The Goﬂérnmént Organization Act, 1969, termirated a number of -

existing agencies and programs, notably the Atlantic Development

. Board (ADB), the Area Development Agency (ADA) and the Fund for -

Rural Economic Development” (FRED), but providéd that the new
Department would be responsible for carrfing their current‘aciivitiES
. t
through to completion ) . ‘

The three regions, for the Department's operations are East
(the four Atlantic provinces), Centre (Quebet and Ontario)_and the

West (the Prairie provinces and British Columbia).

One of the main proérams of the Department provides development
incentives to encourage new productive eﬁployment. The progrém_\_n_’/!
operétes in many parts of Canada which have been named as désignated
regions or sﬁecial argas(lO). In March 1970, the Minister of Reglonal °
Economic Expansion announced the designation under the.Governﬁeng
Organization Act, 1969, of twenty-two ''special areas'" where thej
department @ould undertake special action to encourage economic
devglopmenﬁ and social adqutmeﬁt. The‘twenty two épeciél areés,
approved bf the Governcr-in-Council for designation from March 1970,
are of six kinds. In St. John's, Moncton, Sainé-John, Halifax-
Dartmouth; Quebec City and Trois-Rivieres, where faster growth
can have major repercussions through eastern Canada generally, the
plans provide for grants and loans -to the province for roads, bridges,

water and sewer systems,serviced industrial and residential land;

(10) Begign ted regions refer to regions of Canada designated for economic
developmént under the Reglonal Development Incentives Act; the latter is a '
unilateral federal programme. Specla}, areas are areas identified fof_economic
development under the Regional Econo Expansion Act which 1s a federal-
provincial programme. Except for Monfireal, special are ere phased out
over the period March 1975 to Decembey 1976. : a._
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schools, tourist facilities, industrial parks and other facilitiles
to strengthen the'economic and social effects of regional gevelopmenf
incentives to industry. In Corner Broqk, the Strait of Canso, and

Sept Iles-Port Cartier, where g?owth potential stems largely from

their location in relation te natural resources, the plans call for

both key infrastructure development and financial assiétance to commercial

s - .
undertakings. For the remaining special areas in Newfoundland — Burin

Happy Valley, Come-by-Chance, Grand Falls-Botwood-Gander, Stephenville,

and Hawkes Bay-Port au Choix, the-joint plan 1s to provide communit
. ’ ' '
infrastructure, including serviced residential land and schools, to

facilitate the ;esettlemgn{ of people from the'outports.‘

Plans in the Lac St. Jean and Renfrew-Pembroke special areas, .

where new employment is particularly dependent on wpod-based

3

L4
industries, call for the extension of financial assistance to necessary

commercial undertakings.

) - The three northern special areas on the Prairies - The Pas, .
| Meadow Lake and Lesser Slave L;ke - were established largely. to assist
the employment and scocial adjustment of the large number of socially
disadvantaged people, including particularly those of na?ive origin,
reéident there. Plans call for ‘community infﬁgétructure, social
adjustﬁent measures‘ a.nd the dévelopment of new jobs particularly in >

the wood-based industries. - The two remaining special afeas — Regina

and Saskatoon — are ones which have enjéyed rapid growth in the pasf,

}

.
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possible to sort mail into geographic areas, or the Forward Sortation

‘ 4

Put where recent problems in grain and potash marketing have caused

serious problems. The plans for these areas call for incentive
assistance to firms to develop new jobs.
While this system of desigﬁated regions and special areas
[}

extends from the Atlantic to-the Pacific coasts, it represents a

specialized regional classification‘designed to meet“both the

administrative and policy purposes of the Depar tment of Reglonal

Economic Expansion. This can be seen in Chart 3:1 above.

The Postal Area System

. “» «
The Post Office Department has divided the country into four

regions: The Atlantic Region, Quebec, Ontarle and the Western Region.

As can be seen in Table 3.4 below, the opefating service of’
the Post Office Department 1s organized into fourteen districts. The

latter were constructed on the basis of the administration criterion,

’

The criterion of administration further contributed to the pro--
duction by this Départment of a unique Canadian Postal Code. The létter
is designed to identify.both a forward sbrtation.area in a city or in tﬁe
country apd a local delivery unit-in a forward sortation area in a city
or in the gountry. The Postal Code introduced in'Apfil 1971 déscribes

precisely the location of the point of delivery for each item of mail

addressed to post office customers in Canada.'.An Area Code makes it

Areas in each Ge&éraphic Area. A Local Code makes it possible to sort
mail .for Post Offices in|ipral areas or for letter carrier rodtes, large
volume points of delivery or forms of delivery service in Urban Areas.

- L¥

T e e e he s me el et e e A map—
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TABLE 3:4

REGIONS AND DISTRICTS OF THE OPERATING SERVICE .
OF THE POST OFFICE DEPARTMENT, 1970-71 : v

. Number of
Regions ) Districts

1. Atlantic Region...iiieeesrevena. 3 ’ ‘

Newfoundland.....evvviveieanas 1 '

- Nova Scotia.iieieieenaneessnns 1
Mew Brunswick and Prince

-Edward Island...ceveeenees

’_l

2., QuebeCiiiieerercanesrosanrnansas
Eastern District...eveeeeveves
‘Western District.iiiiececeverss
Montreal Metro, Ared....cceeee

e

. , 3. ONTariO..eeeecesceneroancnnnnas,
Eastern District.....iceceeuns
South-western District.iessces
Central DisStriCt..eeesecessess
Northern District..cciececonass

e e e o AP e 2 = A e o b o e ok e

S

4., Western Region...iviviasivsnses
Manitoba District...cieieeaass
Saskatchewan District.........
Alberta District...iveeeessses
British Columbia District.....

e E

5., Canada Total..ueessvsnnvnnounnen 1u

" '_Source: Canada, Post 0ffice Department

The need for a geographic designator in the area code that

. - e
would have some logic and readily identify a portion of the country
produced eighteen major geographic areas indicated by alphabetic .

letters. The latter have been assigned from east to west and they

.

will represent a province or a lafge portién of a province.

]



Federal Electoral Distric;s

T%e electoral districts of the Federal Govermment represent
another system of classification of regions of Canada and have
been constructed on both the population criterion and the
administration criterion. Federal electoral distric;s are shown
" by province in Table 3:5. As was the case with the provincial
electoral districts examined earlier, federal electoral districts
are analogous to the number.of members of the House o% Commons.
The latter number is determined Eonstitutionally from §ection 51
of the British North America Act and bears no one-to-one nu;;rical
relation;hip to the provincial électq£51 districtsl Both‘systems,

€ -
however, are based on representation by population.

TABLE 3:5

NUMBER OF FEDERAL ELECTORAL DISTRICTS OF.
CANADA, BY PROVINCE, 1970-71

: L " . No. of Electoral

— Distficts

1. Canad@..seeeseseressissncesonns 264

2. NewFoundland.....eeeeeesseenns. 7

3, Prince Edward Island......ceses Ty .
4. Nova Scotid.iieiecesesnnnrnnanes 11

5. New Brunswick........f......... 10

B. QUEDEC.cuesserrrensrossarasnnan 74

7. Ontario...eseessrccacaniiaaenas 88

B. Manitoba..eieecevrsssssnesereens _. %3

9. SaskateheWaNe...eeeeeeeneesnans | 13

10. ALDEIta..eseesssncsersnneeesens 18,
ll; British Columbid....soveesceasns 23
12. _Yukon Tefritory....;........... 1
13, Mackenzie River, N.W.T:a....... ) 1 !

Source: Statistics Canada, Canada Year Book,
1970-71, (Ottawa: Information Canada, 1971) p. 89.
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Choice of a Regional Classification ' . )

ihe discussion of the different types of fegibns of Canada, while lengthy,

has provided both informatibn and some suggestions for further reaeafch (see

Appendix C). It has, for example, contributed an awareness of the diverse

.

It allows the examination of these different\Qyﬁes of regions towards the choice

. ) o a .
of a classification that is relevant to the thesis objective. It has shown .
that one regional classification meets closely what is required in a rg%ion

for the test of cumulative‘cabsation in Canada.

N B - e .

Both private and public sources have worked with a cep 15 number of

criteria to delineate.regions of Capada. In the main, th

criteria of homogeneity and of administration to deve10p’a variety of regionalf.

systems of the national economy. Less emphasis has been placed on the

criterion of nodality.

"As was stated in the previéus chapters, this thesis emphasizes the

.analysis of the problem of different regions of -Canada growing at uneven rates -

such that some regions are developing relatively_fast while others are growing
less fast or tending to be excluded from development at acceptable rates,
Since the causes of differences in regilonal growth rates are to be assessed in

terms of the circular and cumulative causation ﬁrinciple of Myrdal, the choice

of a regioéél classification according to the criterion of nodality is more

o

apprOpria;e. .-

According to this criterion, nodal reglions of Canada.constructed as far
as possible from a groupingrof core éities and surrounding areas are: (1)
Newfoundland: St. John'é, (2).Nova Scofia: Halifax, (3) New Bruﬁsﬁick: Saint
John, (4) Quebec: Montreal, Quebec, (5)'Oqtario: HamiI£0n, Kitchenér, London,
Ottawa, Toréntﬁ,.W1ndsor, (6) Manitoba::Winnipeg, (7N Sﬁakatchewan: Regina,

Saskatéon, (8) Alberta: Calééry, Edmonton and (9) British Columbia:

Vancohver, Victoria.

regional classifications of Canéda, their particular applic§tions and usefulness.

e




BT CHAPTER 4

. L}

. METHOD OF TESTING THE MYRDAL-KALDOR THESIS

The Mydal-Kaldor, thesis of cumulative causation as a testable

hypothesis of ;egionﬁl economic development Qas-explained in terms

-
'

of increasing returns to scale in manufaqturing in the "morg developed"
regions of an economy. Going further, Richardson outlined a methe-
matical model of cumulative causation in terms of productivity

growth, output growth end_effipiency wages in manufacturing.

Thié chaptef examines the method of testiné the Myraal-Kaidor
; . e ‘-
thesis with respect to.regional economic dispgrity in Canada. It
Presents data to support the position that the Myrdal-Kalder thesis
is more testable tha; the "pure" Myrdal theory of cumulativ;
causation and states whether the more testable ﬁypothesis is ap-
plicable to cﬁe analysis of regional economic development in Canada.
It explains what ecénomic features gf Canadian manufacturing are
to be tested and_hov,_and what‘are some qualifications of the
technique outiined for analysis of the Myrd;l-Kaldor thesis of

cumulative causation in Canada's regions. The chapter concludes

with some comment on(gyga results may be anticipated.

+
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Testable. Aspects of Cumulative Causatioﬁ‘

PR N

Myrdal proposed the princible of circular and cumulative

causation supported by ﬁack-wasﬁ'and spread effects to explain the

' .

drift toﬁards,regional economic inequalities within

-

an economy.

No emphasis, however, was placed by Myrdal on the recommendation

b

or design of a mathematical model to test empirically cumulative

causation in regional economic development. &

SubseguEngiy, Kaldor devequed Myrdal's circular ﬁnd cumulative
causation principle'further with the lucid statement that cumulative
causation maﬁifest; itself by 'way of,inéreasing;returns to scale in .
maﬁufacturing; Hé-e*plained that regional economic developmenf

[

depended upon the growth ;ate‘of world demand for a reg
e,
on the one hand and the trend of efficiency wages()) in manufacturing

on's, output

in a regién relative to other fegions on the other. As a consequence,
regions with above average growth rates of productivity and output’

. . . /' )
in manufacturing become fast growing regions that tend to acquire

cumulative, competitive advantages over the slow-growing ones.

. .

Thereafter, it remained for Richardson to express in mathematical
terms the Myrdal-Kaldor thesis of cumulative causation and the

implication for manufacturing. His mathematical model is:

(1) Efficlency wages are defined as the ratio of the changds in

moriey  wages in manufacturing teo the changes in manufacturing prod-
uctivity. ' :

A




s,

s

;_ equal to the natiﬁna; money wage in‘manufébturiné.

-

i

which states thaf’a regi

of manufacturing output,

EY

- 2
fwi/Ti)," f

i

‘e

on's rate of growth of:

-

¢

t, = fi (yix.wherg fi is rising and >0

A

productivity in

t,) wherg‘fi is Ffalling and >0

'manufacturing is an increasing function of its rate of growth

- -which explains that efficienc& wages in manufacturing is as:

g -
decreasing

.- ' .
in manufacturing,

.
- v
[

R
-

ch

) _.'3-.
; Yy fi (wi/Ti), where f

-

»

i

-+

3 1s falling and >0

1

functdon of the region's rate of growth of prbd

‘yes- that a region's rate of growth of manufacturing
. . & . -

(2)

uc;ivit&

(3)

.output is a declining function of efficiency wages in manufacturing

in that region,

e,

&

which concludes that a-region's money wages

v

’ “WﬁfF W

A\

4

. 4

.

ir manufactuting is

-l What has been achieved with respect to Myrdal's cumulative

_‘causation-principle is a transition frem a rigorous "pqre" théory

Y R N . .-
of ‘regional economic growth through its industry aspect to the

- delineation of a

I

mathematical model which outllnes the data to be °

used to'test empirically regipn51 2conomic development. Thus, one ’

-

recognizes that re

~

gioﬁalieconomic dévelopment in terms 6f cumulative

b,
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caustion emanates from manufacturing activity, cumulative

causation can be tested empirically by -applying Richardsen's model .

to the relevant'manufécturing;data.and the relevant data are
to be computed from'manuﬁécturing output, employment, productivity

and wages data. What has been achféved also is the provision of

»

info?mation on the regilonal  aspects of the Myrdal-Kaldor thesis.

The latter, for example, discussed the beneficial economic influences

of the growth of centres of économic expansion on their surrounding
areas. Thus, one recognizes that the regions suited’ to the test

are areas of close eoonomic and social integration located around

and including the larger cities of an economy. Such an ‘ever-all o
achievement has yielded a more understandable and testable hypothesis ° : 3._
of regional economic growth and development. . =

Application of the Myrdal-Kaldor Thesis in'Canede

- Canada *has been described as a composite of "have and’"hayef .

not" provinces. The classification, is fOunded inly upon changes,

‘over time in demographic and economic characteristics including
population and mig;ation, industrial expansion, growth of output . -

e . . .
incomes and employment opportunities in.the provinces. The clas-

sification is dynamic in concept such ‘that "have—not“ provinces can

develop over time into "have" provinces.

- . . o -
-

. Can the differing pace of economic development in Canada

LT

‘ yielding both "haye" and "havé-not" provincial economies provide

A i e Lt ik mans S R e
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some prelimina}y eyidence that the Myrdal-Kaldor thesis of cumulative

causationfis appliﬁable to the analysis of regional ‘economic develop-
mené'in Canada? L

This thesis suggests that.the answer is, in pért, yés. Tabl%
4.1 'presents the evidence. It shows population, and output and

- . . . ’
earnings in manufgéturing for provinces and Canada in terms of core cities

and related ageés and rest of provinces in 1951 and 1966.

¢

There, has been an influx of population and industry into
v .

Canada's core cities and related areas from elsewhere ir Canada.

Thus, Table 4,1 shows that in 1966 more than

e-half of the popula-

area borders. These were-Ontario; British Co s Quebec, Manitoba

aﬂs Albe;ta. Their percentage shares were much/lower in 1951. An-

other three provinces - Nova Scotid, Saskatchewan and Newfoundland -
N - 'had one quarter or more of their populati;n locaﬁed in‘core_cities ~

. “and related areas in 1966, Again, their percentage sifires had

risen notabiy from 1951. Onlquew Brunswick and Prince Edward Island

demonstrated relatively low population movements duriné the period.

The growth of manufacturing in core cities and related areas

during this period was even stronger. .More than one-half of the

manufacturing output of six provinces occurred within their core

[ . »

-

city and related area boundaries in 1966. These were Manitoba,

i - " Alberta, Saskatchewan, Ontarioc, Quebec and British Columbia.
. , ~

e e e et

——
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1

New Brunswick, Nova Scotia and Newfoundland produced onquuarpei.or

1

more of manufaéturing outpuf.in thelr core cities and related»a;eas
in 1966. Here again, the ﬁarcentage shares had.riqen markedly from
1951. Similar resulté can be observed wi;h.respgét to manufacturing
earnings in the provincial core cities and related areas. When the
rest~of-province category ig analysed in terms’ of population, -and
output and earnings in manufacturing, the findings are exactly on
the opposite side. They‘aré losing population to the core cities

and their surrounding areas and their share of manufacturing out-

put and earnings are declining over time.

This evidence of population and manufacturing gains in some
areas in Canada at the expense of other areas suggests the back-

wash effects of the Mydal-Kaldor thesis of cumulative causation.

o
[}

The data illustrate the occurrence of adverse changes in the rest-
of-province areas from the combined core cities and related areas
of Canada as manifested in the changes over time of, for example,

population, labour, capital, output, and essential public services.

‘ ..
Can theevidence provide also some preliminary information on -
the occurrence in Canada of the spread effects of the Myrdal-Kaldor
thesis of cumulative causation?
There has been a movement of population and industry into the
1 - .
related areas of core cities in Canada. Tﬁus, Table 4.1 shows further

that a significant share of the population shifts fr6m1¢he rest-of
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provinces to the combined core cities and related areas in the period - _///
. . N
. 1951 = 1966 were residing in the related areas in Ontario,

~

British Columbia, Quebec,lManitoba and Newfoundland output galns
duringrthe same . period had occurred_in the relateﬁ areas in Manitoba,

British Columbia, Quebec, Ontario, Saskatchewan and Alberta and that,

finally, a large part of manufacturing earnings in this period were

. received by:persons employed in the related areas in Manitoba,

‘Ontario, British Columbia, Quebec, New Brumswick and Alberta.

R - - .. The'evidence of substantjal gains in the distribution of

' "population and manufacturing activity to related areas of certain .

e

. of. Canada's core cities suggest the occurrence of beneficial cha

.

- caused in the surrounding areas of the core cities by the {ndu trial

expansion of the latter.

The data illustrdtes that Canada's population over time has

been moving from the rest-of-provinces to the combined corercities
+ R

and related areas and that manufacturing gains in combined core
cities and relates areas have occurred at the expense of the rest-
of—provinces. "Again, the surrounding areaa of certain of Canada -2
core cities have been increasing their shares of the gains in pop-
ulation and manufacturing activities. While such,findings cannot-
be interpreted as conclusive evidence of the exiatence of the back-
wash and ‘spread effects of the Myrdal-Kaldor thesie of cumulative

- -

- causation in Canada, they suggest that the concept of cumulative

T
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causation may be occurring in Canada's reglons.

Mere suggestioﬁ} however, of the occurrence.-f the back-wash
and'spreed effects of cumulative causation in Canada's reglons is
not enough to show the role of cumuiative causation in Canada's
development. What is needed is a more rigdrous analysis of regional
economic development in Canada in terms of the Myrdal-Kaldor thdsis
of cumulative causation. . Formal testing of the Myrdal—Keldor thesis
of cumulative causation in terms of Richardson's model as it applies

to Canada's regions will be undertaken in Chapter six.

Testing of the Myrdalfkaldor Thesis in Canada
J -

The;test is based on: (1) Myrdal's partial theory of economic
f~—growth constructed_un the principle of circular and cumulative
causation, (25 the Myrdal-Kaldor thesis of cumuiative causation as
manifested byincréasingreturne to scale in manufactuting, and (3)

" the Richardson model of the Myrdal—Kaldor thesis expressed in terms
of output .growth, productivity growth and efficiency wages in
manufacturing. The Myrdal—Kaldor thesis of unequal regional economic

. growth and Richardson's mathematical model of this thesis are as-

suned to be valid. .

The application of the Myrdal-Kaldor thesiﬂ of cumulative

causation to assess regional economic development in Canada leads

to the questione what. aspects of manufacturing in Canada atre to be tested

and whether such manufacturing data for Canada are. avallable .

e M 5 kot e e AR e
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What are to be tesfed in Canada's case are: (1) variations
incregional economic:growth rates in Canada, (2)‘régressions
of productivity growth on output growth in regiéﬁal manufacturing,
(3) regressions of efficiency wages on prpductivity éfowth in
regional manufacturing, (AliregreSSi;ns of output growth on efficiency

wages in regional manufacturing and {(5) relationships between

regional money wage and the national money wage in manufacturing.

The examination of variations in regional economic growth rates
in Canada as a prelude to testing the Myrdal-Kaldor thesis of cumula-

tive causation in Canada is based on the growth of population and that
of output, employment, earnings(2) and productivitf in manufacturing

4 .
for certain of Canada's core cities and combined core cities and their

N
.

related areas by provinces, regions and Canada and for rest-of-provintes

for the periods 1951-1956, 1956-1961, 1961-1966 and 1951~1966. A\\\

Aceordiﬂg/Lo Richardson's model of the Myrdal;Kaldor thesis,
the recurring and expansionary features of cumulative causation can
be analysed in terms of-four equations of manufacturing growth
among regicnal economies. All equations of Richardsons mathematical
model of the Myrdal-Kaldor thesis of cumulative causation can be
tested after computing growth. rates of output‘and productivity, and efficiency
TET_E;;EIEQS comprise salaries of administrative and office employ:;s

plus wages of production workers.
: .

.

e = e i it
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v
wages in manufacturing in Canada's core cities and combined core

cities and related areas, by provinces, régions and Canada, for

: N
the period. 1951-1966. All data reqiired were generally available

- from publications of Statistics Canada. Where data gaps existed, .

available data were interpolated or extrapolated by core city and

data including some definitions are described in Appendix B,

Some Qualifications of the Testing Technique

Some qualifications should be noted as applying to the method
.- * .
oﬁ\:;sting and the Myrdal-Kaldor thesis of cumulative causation to

. . . . .
regidnal economic development in Canada as applied in this thesis.

N L]
.

There 1s at this time no independent alternative to Richardson's

mathematical model of cumulative Eausation. Richardson did qffer a'E;;tial
-alternative in the case where the rate of increase in money wages

was not about equal in all regions. Explained Richardson '... a weaker
Pypothesis, though still sufficient to make the model work, is

that the regional dispersion in prodﬁctivity increases is sub-

stantiaily wider than the regional dispersion in money wage increases"(3)}.
A weaker hypothesis is of value in case‘anticipated relationships

of the more rigorous model fails to hold fully in Canadian regional

manufacturing. - . - A\ﬁ_ﬂ:::)

(3) A critique of Regional Growth Theory, op. cif; p. 15.

-
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Some more discussion of the content of the regional classifica-
tion implied by Richardson's model of cumulative causation would
have made more easy the exercise of éhoosing an ‘appropriate regional

A

classification to test the Hyrdal-Kaldor thesis in Canada. Richardson
implied some definite ;deas on such a regional classification with

the statement, ""i although there have been tests at the national-
and individﬂal in&ustry level, the:; have not been apy regional

tests. However, the data exist for such tests in most industrial

countries''{(4).

-
The regional classification of Canada to be used for testing

the Myrdal-Kaldor thesis in Canada, is based upon boundaries that
change over time. Thus, for example, Ontario as a summation of

core citi&s and relased areas in 1966 included the six metropolitan
areas of Hamiltop, Kitchener, London, Ottawa, Torontc and

Windsor. Fifteen years earlier; Ontario oﬁ this same basis included

thé four wmetropolitan areas of Hamilton, London, Ottawa and Windsor
- &+

3

The changing areas in the regional classification of Céngda selected
do not subtract from the test of data,with respec;';o cuniulative

causation in Canada's regions, The case is made that the Brbadening'

of the regional delineatipns reflect the recurring ;nd-éxpanaionary

features of the Myrdal-Kaldor thesis.of cumulative causation.

-y
L

Certain regional aspects of the Myrdal-Kaldor thesis of
cumulatiﬁe causation are not as well defined as the industry aspect,

(&) Ibid., p. 17.
,:i?
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'Thus, questions with respect to the: area of influence of the back-

wash effects on the one hand and the spread effects ‘on the other
arise.~_Cén either effect be transmirted also from the surrounding

areas of Canada's core cities to the core cities? Answers to the

~

direction of back-wash and spread effects will be determined when

data are tested in terms of the Myrdal-Kaldor thesis in Chapter six.

Finally, there is the question of the éppropriate length of

i e

manufacturiﬁg data runs required to test adequately the Myrdal-Kaldor

thesis in Canada's regions. ‘Manuf cturing data spanning the fifteen:
year period of %951-1966 were compiled to test the Myrdal-Kaldor
thesi§ of cumulative causation in Canada. While long data rums

are preferréd to short ones thié time span is considered adequate.

’ .
To explain: the Myrdal-Kaldor thesis concerns the case of rising

-

regional income inequality in the more developed cdﬁntries. As guch,
the more meéningful results should be obtained frém analysing a
more recent period of manufacturing growth. Again, this period is

-

more continuous than were it to include earlier years distorted by

war-time conditions.

Anticipated Findings.

The ‘major findings anticipated from testing the Myrdal-Kaldor
thésis of cumulative causation to regional econm&development in
Canada 1is that the Myrdal-Kaldor thesis may contribute to under-

standing of some of the forces that contributed .to unequal regional




e;onomic developmeni in Canada dﬁring the éeriod 1951-1966.l The
objective is to see WhethgrRichardsqn'éﬁodel of the M&r@él—Kéldor
thesis is-workable in Canada or, at least, whether the weaker .
hypothesis of, a wider regilonal dispe;sion in producgivity increases

than the regional disper%ion iﬁ'mngpy wage increases turns out to

be valid for.Canéda during the period. ‘ v

) Further, -this type of analysis may throw some additional light
on the more critical problems for sustained economic development

at a continuing rate in Canada's regions.

. . b
To the extent that the test of the Myrdal-Kaldor thesis does
not work out for Canada's regions, the inquiry should bring out

some of the reasons for this inapplicability of what on a‘giiori

grounds appears to be a plausible theoretical hypothesis.

’

With respect to using the techniques of testiﬂg the Myrdal-
Kaldor ;Hesis as o;tlined in Chapter 2, Table 4:1 provided some
tentative evidence supporting the Myrdal-Kaldor thesis in that Canada's
population over time increasiﬁgly is migrating to the core cities
in the first instance and then to their surrounding areas,
manufacturing-activity is increasing in Canada's core cities and
expanding into their surrounding areaé and anequal regional

economic development persiéts in Canada.

The method of testing the Myrdal-Kaldor thesis of cumulative
causation in Canada's regions comprises an examination of variations

o n et a8 e bt
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in‘regional economic growth rates in Canada undertaken to present
e

strong evidence of regional economic inequalities in Canada which

require further analysis and explanations and the application of

Richardson's quel of the Myrdal-Kaldor thesis to regional economic

development in Canada. These tests are presented in Chapters

~ . .
-

five and six,,réspectively.

& -
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CHAPTER FIVE e

3

VARIATIONS IN REGIONAL ECONOMIC GROWTH RATES IN CANAbA '

LY

- ' The pattern of. an increasing share of industrial production
) \"i- [
occurring in and around a small number of large—population centres in

Canada suggests that economic growth is 6ccurring most rapidly in

Canada's core cities and their related areas. Industrial vroduction,

however, is unevenly distributed regionally among core cities and their o

-

| - T
surrounding argas. ''Substantial shifts in population distribution and

ustrial activity have occurred ove; the vears, with the‘result -that

‘ L 3

some areg/‘of the Qountrv have grown: rapidly in producﬂ{:z and wealth

while others have stagnated" 1

This chapter examines variations in the regional growth rates of
pOpulation and certain aspects of manufacturing activity in core cities,
\

combined core cities and related areas and rest-of-provinces in Canada.

It analyzea'the growth of population"among‘the regions and regional output,

“employment and earnings in manufacturing Manufacturing employment\\output

!

and earnings refer to the contribution of both production and administration
workers. The chapter includes lorenz curves showing changes in income
inequality with respect to manufacturing workers among the regions during the
" years, 1951 and 1966 Dealing mainly with a description of the data, this

chapter serves to introduce the test of cumulative causation in Canada to .

be presented in Chapter 6. o -

1T N. Brewis,’ "Regional Aspects of Economic Policy" Canadian perspectives

in Economics J. Chant, ed., (Toronto: Collier-McMillan Canada Ltd
1972) p. KI. -

: . . ~1
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e - ) -




R
L . n-
¥ - 72 - *
’ Poéulation ' ”: - - S

L] ! .
. N -
» . .

The poﬁulation of Canada rose form 14-million‘in 1951 to 21.6

. . -

® . mwillion in 1966. This represented an annual average. raﬁe 6f increase of

2‘4 per cent. British Columbia, Alberta and Ontario grew at faster rates

of 3.2 per cent, 3.0 per cent.and 2.8 per cent, respectivelv ﬁuebec s.

growth was equal to Canada's. The remaining six provinces rose at slower

rates ranging ftom 0.6 per bgnt in Prince Edward Island to 2.l‘péf cent

in Neyfoundiand.l‘ ' : //)"' } : = -

. '.' N . B v a
TABLE 5:1. — TOTAL POPULATION, ANNUAL AVERAGE RATE OF INCREASE

— PER CENT, BY PROVINCES AND REGIONS, CANADA

1
- - -~

~ 1951~ . iggt- 1961~ | 1951~
1956 - | 1961 1966 |. 1966
Newfoundland .....| 2.8 2.0 . 1.5 7.1
+ Price Edward S o .
: Islend ........ 0.1 1.0 0.7 0.6
) 4 . Nova Scotia .....|- 1.6 1.2 0.5 - 1.1 .
T - New Brusawick ...} 1.5. 1.5 0.6 1.2 ¢
. Atlantic Region| 1.7 1.5 0.8 173 . -
a ' ‘ " Ouebec J..... ceen| 2.7 2.6 .| 1l.9 224 -
PR " . Optario L........ 3.3 | 2.9 2.2 | - 2.8
"Manitoba ........ 1.8 1.6 0.9 1.4
Saskatchewan ....| 1.1 1.0 n.¢ .| n.o! .
. ‘Alberta ....... +.] 3.6 3.5 1.9 3.0
Prairie Regioh | 2.3 . 2.2 1.2 "1.9 .
s  British.Columbia | 3.7 3.1. 2.8 3.2
« . Yukon Territory 6.0 . 3.7 0.4 9.6
'Northwest Terti- |- : ’ o . .
tories ........ 3.8 3.6 (% 4.5 4.0 -
i . Canada’ ..... veens| 2.8 2.5 © 1.9 2.4

Lo Ne Compo rates. T
¢ e " gource: éd on data in- Table 1. -
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city and, related area populations, the analysis of population'growth shows

terms of core

msome'interestinq contbadta. .

. TABLE 5:2. - POPULATION OF cmz CITIES AND RBLATED AREAS, ANNUAL AVERAQE RA‘I’E OP INCREASEZPER CENT,
! . BY PROVINCES AND H.EGIOHS CANADA -

t
[

1951-1956 | 1956-1961 | 1961-1966 h951-1966- | 19512956 1956-1961 |1961-1966 [1951-1966 hos1-1966
f ‘ Core Cities Core Cities and Related Areas - P;;:i:ge
' : NewfourBland ... ... Ls| s " 2.8 2.9 3.0 5.1 3.7 1.7
e * « Prince Edward Island ° 2.0 3.5 2.1 2.9 2.0 3.5 3.1 2.9 5
: NOVA SCOtLT vrvsnenses 1.5 1.5 5,2 o L7 b2 2.3 2.3 3.0 .5
" New Brunswick esses. - 0.7 1.0 10,3 5.6 1.9 2.2 1, 1.9 1.1
Atlantic .Reglon .. - 0.3 2.4 . 5.3 2.4 3.2 2.4 3. 2.9 .0
' QUEDEC siuvarsrueruanst 1.6 1.5 1.5 l.g 3.3 “ B.I 4,1 3.7 1.2
.t ontarfo ,... 1.4 2.4 1.7 1, 4,3 3. 4.9 . 4.2 .9
Manitoba ... © 1.6} - 0.8 -0,0].¢ 3.6 2.9 2.9 1,3 1.8 .5
Saskatchewan . 5.5 5.0 . 3.5 .7 5.5 5.0 3.6 b7 -.1
. Alberta ...... 7.4 6.2 3.0 5.5 7.4 6.2 k.2 E.s .g .
Prairie Reglon . 5.1 4.5 . & 3.9 5.2 4.8 3.1 Ry .
British Columbia . 1,24 0.9 1.3 1.1 3.4 - 3.2 3.4 3.0 -
Yukon Territory ...... . 0.2 k.6 -1,1 b1 - 0.2 14,6 -1.1 k.1 2.6
. Northwest Territories 2,6 0.9 . a9 2.1 2.6 0.9 2.9 2.1 4.3
. L. .. canadu ....ileeee.. 2.0 2.4 1.5 2.1 b0 3.7 4a 5.9 |- 1.0
-3Cempound rates. .
Source: Based on data in Table _2, - .
L . ; p
: B - - . O . ‘ N
., 7 - . ) ok : : .
.. On the one hfnd, Canada‘s population as reflected éore~city popu-
. ' . - - .
. 1ation recorded an annual average rate of increafe of 2 1 per cent during the :

This was, somewhat _sIower than the\total Canada rate of

4

. period 1951~ l°66

-

growth of nopulation. More provinces exceeded the Canada averaqe on this

."' . tore city basis. Thus, Table 5:2 shows more rapid growth rates oécurred in o
<, ' Alberta, 5.5 per cent, Sagkatchewar, 4.7 per cent, New Brunswick, 3.6 per cent;
h ]
Prince Edward Island, 2.9 per cent and Newfoundland 2.8 per cent. - Ontario, ﬁ\\_ﬁ\\\

M Fl

(luebec and British Columbia, hdbever
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showed slower growth rates than Canada.
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On the other hand, Canada‘S'population in terms of core citv and re-
lated area populations grew at an annual aVerage rate of 3.0 per cent durin¢

the pqriod 1951~ 1“66 ‘This was 1.5 percentagéd points higher than the total

i
Canada‘rate of ponulation growth., Alberta, Saskatchewan and Ontario showed

- ‘ -
more rapid growth rates than, Canada on this core city and related area basis.

The latter grew at rates of 5.9 per cent, 4.7 per cent-and 4.2 per cent, re- -

spectively. The’ remaining seven provinces recorded less rapid growth rates
than Canada ranging from 1. 8 per cent in Manitoba to 3.7 per cent in

Newfoundland. . ‘ _ o ' )

A steady decline in the magnitudes of the rates of growth of population
in total Canada has occurred over time. Thus, Table/5:1 also shows that

during consecuytive five-year vperiods, Canada's growth rate of population

slowed from 2.8‘per cent in 1951-1956 to 2.5 petr cent in 1956-1961 to 1.9

pe% cent in 1961-1966. The provinces followed the total Canada pattern of a

LY

slowipg in their rates of growth of population over time.

This patter%, however, is not entirely appropriate with respect to the
- .
2 B .
rate of growth of population for Canada and the provinces in terms of core
A\ :

'

city and related areas. With reference to Table 5:2, New Brumswick, Nova
- . N

. -ﬂ‘\ .
Soctia and British Columbia on a core city basis quickened their rates of
growth of'éopulation consecutively over the saﬁe five-year ﬁeriods.

A ) , .

B}itish Co&umbia showed little or no change and the remaining five-provincés‘

slowed over time.
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“hat do the differing rates of pooulation growth suggest as far as
the distribution of population among core cities and related areas in

Canada? Four observations are indicated: (1) Canada's population in core

. ¢ities fell slighfly from 29.5 per cent in 1951 to 28.3 per cent 1in 1966,

Population in core cities anﬂ related areas rose markedly from 42.3 per

céht in 1951 to 52.9 per cent in 1966, (2) Ontario, Quebec and British

Columbia matched Canada with their population moving intc related areas of .

;ore‘ci;ies. The remaining provinces ifzﬁ}hﬁe to show increases 1in their
core cify population and some movement into their related areas, (3) ailh
provinces showed a trend whé by their pobulatidn is settling into citieﬁ
and surrounding areas and (4) the more rapid growth rates of popuiation‘and
the larger changes im population distributions are occur;ing in core cities
and rel#iéd areas as a whole as opposed to siEpi&_cote\cities. Core cities
are becoming increasingly ceatres of commercé offering numerous and attrac-
'ti;e opportunities f;r employment, earnings and working conditions whf_e
their surroundiﬁg areas 'serve as residential centres, 1&cations for light
i;dustry'and locations for further industrial expansion. t

-t

Qutput, Employment and Earnings

Qutput . N

.
- - 1

Output in ﬁaﬁhfacturimg in Canada as a.summation of core city produc=~
tion rose from $3.0 billion in 1951 to"$5.6 billion in 1966. This repre-
sented an annual average rate of growth of 4.4 per cent. Manufacturing 6quut

. E . : 4

as a summation of core city and related*ﬁfEE';:;;;2§igff rising\frqm $3.7

°

4%
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billion in 1956 to $10.5 billion in 1966, grew at a mar-lzedly higher rate of

7.2 per cent per annum. When Canada as a total of the rest-of-provinces is

compared, a rate of growth of 5.1 per cent is observed during the same

period. ) ,
<
TAELE 5: 3 = QUTPUT IN KAN‘UPAC’NRIHU OP CORE CITIES AND RELATED AREAS, ANNUAL AVERAGE RATE oF DICREASBiPEH CENT,
BY PROVINCES AND REGIGNS, CANADA, 1951-1966 :

E + [1952-1956 | 1956-1961 [1961-1966 h951.1966 19511956 [ 1956-1961 ]1961-f§66 [1951-1966 hg51-196¢
i ‘ . ' Core Citles Core Cities and Helated Areas P::\trigge
Newfoundland ......- 2.5 2.9 9.3 .9 2.6 3,6 10,1 g.h 3.8
Nova Scotla ,,eeaas 6.7 1,1 4.9 k2 6.7 . 6.1 .9 P 4,0
New Brun;wlck fone 6.4 g.? 2.2.. 9.0 6.4 fg.g . 2.8 11.1 2.0
Atlantic Region 5.7 . . s .7 . .0 9.1 3.1
Quebec .. id 1.5 5.‘5/_/;:3\_/ 81 3.3 7.8 6.u 5,3
Ontario , 1,8 2.3 A b3 g.g 6.4 10,9 7.7 u.z
Manitoba ..., 3.2 1.6 .8 3.2 . 3.0 6.9 4.9 7.
Sazkatchewan 10.3 3.6 6.3 . 6.7 10,3 3.6 6.3 3.7 £.6
Alberta ........ 10,8 6.2 _,/ 10.1 9.0 17.6 1/ 6.9 8.1 10.7 7.0
Prairie Region .. 7.2 /U‘e. 7.7 6,2 9.9 u.8 7.4 7.3 7.0
British Columbia .. 4.6 / 0.1 7.9 4.2 6.1 . 9 S 104 6.0 5.6
Canada ...ev..... 3.5 2.1 7.7 44 7.0 5.0 9.5 7.2 50
OCompound rates,
Source: Based on data in Table 4, .
& ' o

Among the provinces, growth rates of output 1n terss of core citv pro-
LX) -

' duction were mixed. Above average dutput growth was achieved in Alberta,

New Brunswick Saskatchewan and Newfoundland and below average output growth

in the Lemaining province§ shown. Qutput growth in terms of core city and -

...-i/, )

related aéea production waa ﬁore rapid than that of core city production.
Above average growth rates occurrediin five provinces ranging from 7.7 per
cent dn Ontario to-11.1 per cent in New Brunswick. As was the case in Canada,

growth of real output ig the rést-of-provinces was noticeable in all provinces

except the Atlantic.

¢ A -
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from 707.0 thousand in 1951 to- 947 2 thousand in 1966, grew at an annual

-'77 - A

.

. Growth rates of real output among the provinces in the shorter time- -

periods shown are equally interesting. Comparing output grcﬁth in core

cities and combined core cities and related areas in the three five—yeér
periods, the growth of output in combined core city and related area terms
was gnerally greater than that of output in core city terms.

£, .
) . . ’ \ v ) r , , ,
EmElozment——\W\ ' ' ’

Total manufacturing employment in Canadz as an aégregate of core city

employment declined from 587.4 thousand in 1951 to 544.8 thousand in 1966, an

annual average rate of decrease of -0.5 per cent. In dontrast, total manu-

facturting employment as an aggregate of core city and related area rising

I

Y
— P S N

.

average rate of 1.9 per cent. Canada as an aggregate of rest-of-provinces .

showed an annual average rate of growth of 1 6 per cent dufing the same period.
. - \

]

This rate was greater than that of Canada as,a-summation of core cities but

~-

lesser than that for Canada as an aggregate of core citles and related areas.

-\

.

TABLE 5 4 - MANUFACTURING EMFLOYMENT IN CORE CITIES AND RELATED AREAS, ANNUAL AVERAGE MATE OF IxcREASESPER CEXT,
Bf FROVINCES AND REGIONS, CANADA, 195! 1966

1951-1956 | 1956-1961 [ 1961-1566 h951-1966 [ 19511956 [ 29561961 [ 19613966 [ 29521966 Essl -1966
- ' Core Citias Core Cities and Ralated Areas P""‘”L"?I
Newroundiand ... — 4.3 -0 3| -10 - 4,3 y'g 2.6 -0.3 1.8
lau 5=eu- ....... 3.0 - 3.6 -0.2 - 0,3 3.0 A 1.1 2,5 ~ 0,1 N
38 = b2 o.g - 0.2 it Bt 0,3 4.5 -9
lnpu: M;!.nn . -2 0. - 0.5 . 5.3 0,9 2. -0,
AUt enenraenass -8 -2k 0,3 - 0.7 2,1 0.3 2.1 1.3 1.6 .
s ORERPLO cariianases ‘w20 -2.5 23] —o7 1.¢] 1.1 4.8 2.5 1.8 : 1)
' Mapiteba { - 0.8 - 2.4 Q.6 - 0.9 0.5 « —2.0 2,8 0.4 LN &
. ' Saskatchewan z.g 2.0 31 2.6 2.9 ' 2.0 3.1 2.6 2.1 1.
KADeTte 440 . 3. 1.1 by 3.1 5.9 3.3 2.6 3.2 2.3
‘g '+ Prairie Region .. 1.1 - 0.6 2.7 1.2 2,5 0.3 2.7 ¥ 2.9
Eritigh Colwbia .. 0.9 - 3.3 1.2 -p0.3 2.2 -1.3 80| 1.6 2.5
Canada ..iiirnrat -0,8 -2.3 1.6 . =05 1.9 0,5 3.6 1.9 1.6 :
" "Compound ra . A .
Soirve: Beved on deta in Tasly 5. ' L .
A .
- ’
\
R . .
.-
- - .
s "
. .
. ¥ ( ~ .
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. L J
Provincially, growth of total manufacturing employment as an aggregate

of core city employment in the period 1951-1966 was dowm in seven provinces.

These were Newfoundland, Manitoba, ‘Ontario, Quebec, British Columbia,
.- \

Nova Scotia and New Brunswick. The remaining two provinces fared better with
. : d.

impressive employment growth rates of 2.6 per cent Yn Saskatchwan and 3.1

.~

per gent in Alberta. , When examined as an aggregate of core city and re-

-

lated atrea employment, growth of total mgnufacturing employment in all pro- -

'vincgs except Newfoundland which showed a decline, was positive with growth

rates noticeably aboye Cahada's 1.9 per cent 1in the case of New Brunswick and

.

Alberta. As can be seen in Table 5.4, positive & ent growth on this
basis ranged from 0.4 per cent im Manitoba to 4.5 per cent in New Brunswick.

The growth of ?anufacturing employment in the rest—of-provinces, ranging from

.

0.7 per cent in New Brunswick to 4.6 per cent in Manitoba, compares more

. closely with the growth of employment among'the provinces in core city and

related area terms. e ?
/ . %
When the intervening tifie-periods are examined, provincial employment

growth in core Eity terms genefally.waé losing ground. Oﬁly_Alberta and °

Saskatchewan showed good employmént growth. over the shorter time periods.

Provincial employment growth in core city and related area terms generally

.

. was gaining ground. Newfoundland alone stood a loser in the growth of manu-

facturing employment as most of the growth of employment in manufacturing in
N . - ~ .

this province had occurred in the rest-ef-province area.

e

~
.

Mgé;iacuuring output and employment-data together describe some inter-
B . - ]

%?ting*movehents in manufacturyng producitivity Manufacturing ocutput per

person worktng in Candda in core ity terms,1rising from $5 0 E&ggsand in 1951'
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to $10.4 thousand in 1966, showed an annual average rate of increase of 4.9
per cent. Output per pefson-_ working in core city and related area terms,-

increasing from §5.2 thousand-in 1951 to $11.0 in 1966, showed a slightly
higher annual aver.alg"e rate of growth of 51 'per-.ce_nt. As\a},aggregate of

rest-of-provinces, Caﬁada‘_é praductivity during the same period had grown at
- X r ]

3.4 per cent, which was the slowest of the three area groupings.
.a{ : . b

TABLE 5:5. - PRODUCTIVITY OF MANUPACTURINO OP CORE CITIES AND RELATED AREAS, ANNUAL AVERAGE RATE OF INCREASESPER CENT,
BY PROVINCES AND REGIONS, CANADA, 1951-1566

1951-1956 | 1956-1961 | 19611966 19511966 | 1951-1956 | 3956-1961 | 2961-2966 | 1951-1966 hosa-1966
" Core Cities ™y Core Cities and Related Arcas P::L;ge

*Hewfoundland ...... 7.1 3.5 1.9 6,0 1 7.1 2.7 7.3 5.7 2.0
© Nova Scotia ...evee 3.6 5.0 5.1 4.5 3.6 10.3 k.9 6.2 4.1,

New Brunswiok ..... 2,8 10.4 | 5.2 6.0 2.7 11.8 4.7 6.3 2.7

.Atlantic Region 4.0 6.4 5.8 5.4 4.0 9.9 5.0 6.3 3.2

QUEDEC seesescmanas 4,8 3.9 5.2 4,6 5.9 3.6, 5.6 5.0 3.6

ONtario .qeeececees 3.9 k.9 6.6 2.1 5.3 5.3 3-5 5.1 3.3

Manftoba  eeurarone 4,0 k.5 3.9 .1 ) 5.1 .0 (] 2,7 -

Saskatehewan ...... | °* 2.3 ®1.6 31 4,0 7.3 1,6 3.1 4.0 H,5
- ALBOPERA caarrsanese E a.o z.u 5.7 10.9 3.6 E.} 6,6 3.6
. Prairie Region .. 5. .3 .8 3.0 7.2 u.4 5 EJ W1

British Columbia .. 3.7 345 6.1 R 3.8 3.0 ., 61 .3 3.2

"Canada suvrrenens gz 4.5 6.0 4.9 5.0 4.5 5.7 5.1 34

2Compound rates : .

Source:, Based on data fn Table &. ’ ‘

- \ ‘ N
.9
)
- ' .
T
L »
'
!
e . )
’ ] PV
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~

Among the’provinces, manufacturing output ver person working also showed

good growth during the fdifteen-year period both in core city and core citv

and. related area terms. However, the latter group displayed a “stronger - '

growth record. Thus, Table 5:5 shows that growth of provinc;él outﬁut'per

person working as a total of core-city activity ranged from 4.0*per cent in
Saskatchewan to 6.0 per cent _in Newfoundland and New Brunswifk and, as a
total of core city and related area ac ity, from 4.3 per.cent in British

Columbia sto 6.6 per cent in Alberta. Amongst the latter group, Albefta_and

the Atlantic provinces exceeded the Canada average of 5.1 per cent. N

- y P \

~. .Ih terms of rest-of -provinces, growth rates of productivity during the

period ranged from a low of 2.0 per cent in Newfoundland to a high of 4.6 per
. : - . . . . N ’

-

cent in Alberta. ' : ‘ o

Earnings per Worker . ' ' ) \

-

Earnings per manufacturing emplovee in Cana@g as a total of core city
. 1S

. ) » 2
earniﬁggwrésa from $2.6 thousand in 1951 tg—EB??}thousand in 1966, representing
PR -\\ ‘ . - - -

é;’anqual:éggizgﬁigiie of growth of 4.6 per cent. Pir worker ‘earnings as an
aggregate of core cities and relaked areas rising from $2.7:;h0uéand in-1951

to $5.3.thousand.in 1966 grew at the same‘rate of 4.6 per cent as the caore

city grouping. Durizg the same period, earnings in the/;eét-of—provinces_grew (;’

at a rate of 5.0 per cent.,

et




. Ecity and related {fea basis, 'growth rates of earnings were mostly more rapid,

'.

Manitoba to 4.8 per cent in New, Brunswick and British Columbig-.. On a core

- 8L - _ !

ATl provinces showed \-—ising p-er worker earnings growth rates during the »

same period. The latter on a core city basis ranged from 3.9 per cent in

-

ranging f;:om 4.1 per cent in M.an:i..taha to 5.6 per cent in Newfoundland.

g
\Y

.

TABLE 5:6. - \MGES PER WORKER TN MANUPACTURING OF (“ORS CITIES AND RELATED AREAS,
ANNUAL AVERMIE RATE OF INCREASF=PER CENT
BY PROVINCES ARD REGIONS, CANADA

1951-1956 | 1956-1961 [ 1961-2966 ]1951-1966 1951-1956 | 1956-1961 {1961-1966 £1951-1966 h951-1966
™ Core Offies Cors Cities and Related Areas Rest of
dland ...ous 8,5- 2.7 5.8 .6 8. 2.9 |- .6 5.6 3.7
Nowa Seotta ..ooil: Wt 5.3 37 B8 0 , 6.3 53 5.2 07 .
New Brunswick ...a. 5.2 6.8 b4 4.8 5.2 G.E- 6.6 5.5 y. 2
Atlantic Region 5.2 5.2 L.3 49| - 5.2 5.8, E.Bt- E.N 4.4
QUEBEC +evnrvranres 5.5 . 3.2 k.8 4.5 | 5.5 g.a .6 1 52
ONLari0 souiuas 5.1 8.1 4.8 4.7 5.2 .2 4.5 4, .B
: - Manitoba . ... 5.1 3.8 3.0 3.9 5.1 3.9 5.5 4,1 5.2
N . Saskatchewan 5.5 4.4 k.2 4.7 5.5 u.g 4.2 4,7 5.4
. Aberta ..,.. 5.1 :.k 3.3 ::3 5.g t.s .§.6 :; g.g
Prairie Region .. 5.3 .2 3. . 5. . 3. . . .
'Bri.t:lh Col\xgbia | 5.5 3.9 4.8 4.8 5.1 4 u.g 4.7 5.6
Canada ...eensear ) . 5.1 3.8 4.8 4.6 5.3 yel < 4.6 4.6 5.0

. dCompound rates : ’ ) )
Source: Based on data in Table 7. ot .
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CHART 5:1.

Lorenz Curves of the Distribution of Income of Core Cities, -

Manufacturing Employment, by Provinces, 1951 and 1966.
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Lorenz Curves of the Distribution of Income of Core Cities and Related
'Manufacturing Employment, By Provinces, 1951 and 1966
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CHART 5:2. :
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Regional Variations and Cumulative Cadsation A

All provinces show a trend whereby their populations are moving in-
creasingly-to~core cities and their welated areas. This general movement,
however, is composed of two separate parts- with population beginning to move

to the related areas of core cities in Ontario, Ouebec, and British Columbia
: .

and mainly to core cities in the remainimg provinces.
. 1 .

. : '

T ‘Manufacturing is spreading into the related afeas of core cities and

reapiné sutstantial benefits. Not'only is output and employment riSiné nore
rapidly in combined core cities and:related areas than when confined;to.bore
' -
cities only ;ut'increases in output per person uorking permit employers-[oth
to offer risingegob opportunities and higher employee earnings. bharts 5:1 .
and 5:2 show the changes in income inequality in manufacturing for core -
citjes and core cities and related areas in 1951 and 1966; inequality
declined in this fifteen—year period in the two area bases and was just

e . A)

slightly more noticeable for core ci{'{es and relat-ed areas., However s

-
-

the absence ‘f ‘a strong resourcé and industry base on the ‘one hand and -

Y -t
the sluggish development of core cities and related areai(Ja the other are

impeding adequate development of some ofithevprovihcial eConomies. The

‘'small number'of coxe clties and relatednareas 1n the Atlantic Region is a
prime factor in the unsatisfactory development of that region. The most

)

satiefactory development has occurred in Ontario, Quebec and British Columbia

-

’

which together contaln the majority of core cities and‘related-areas. stili,
there are important centres of nanufecturing activity in Canada in addi- ..

» tion to those included in the particularAreéional claesification adoptedi

for‘the testing of the H&fdal—Kaldqr thesis. This:fact is recognized in

Appendix three which makes suggestions for further research. .

e e ———_— i
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. . ¢
The occurence of regional variations in growth rates"of_manufacturing -

output, employment and earnings in Canada provide the framework with respect

to-the application of the circular and cumulative causation principles of

Gunnar Myrdal. Myrdal's argument was that: "... the play of forces in the
.\ *
market normally tends to increase rather than to decrease the inequalities

between regions” .1 otwithstanding the evidence of variations in regional

economic growth rates growth‘has occurred in Canada. The descriptive *

findings support the thesis objective of assessing regional economic dev- ~ o
elopment in Canada in terms of a specific growth model. An examination,

-therefore, of Canadian economic conditions in terms. of Richardson's model

. ¥ . .

based on theﬂﬂyrdal-Kaldor thesis is warranted at -this time. ’ -t

. . _..._l - : - I . . + . J
Economic_Theory and.Underdeveloped Regions, op.cit., p. 26.

e
A
L
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T . . .CHAPTER SIX . . o
. ) . y 3 ) >‘| -‘,
. o oL A
"E;¢\ T B | TESTING THE MYRDAL KALDOR THESIS OF CUMULATIVE CRUSATION
I . ) . . IR CANADA S REGIONAL ECONOMIC GROWTH L T
- . : '. . ’ * ) -~
. - M\Gdhnariﬂyrdel ﬁropoeed the principle—of cumulative .causation as a:partial

L .

;;Hhé?& of the regional economic growth process, its direction and ‘problems.

. ) . . . .
Kaldor developed further the role.of cumulative causation-st¥ting that the

. ..{' ’ . - ) ' . R . T . - ‘
latter in'regional economic growth is manifested through manufacturing actl-

\. vity Thereafter, Richardsog outlined a model’baeed on the Myrdal-Kaldor

~-

_ thesie of cumulative causation.to be used, in the empirical .analysis of cumulaﬁg ~ s

h A3
tive causation in regional econopmic growth What the authors have achieved is

a transition from a pure theory of regional ecchomic. growth through: the
. iindustry aspeots of the theory to the construction of a model including the

.
4 descriosion o;YMEta and the specificatioa of an economic reglon &

;‘psed to test- empirically regiqnal'economic.development.

bl
a

This chapter applies Richardeon‘slmodelrbased og the Myrdal-Kaldor thesis
of eumolative ceusation to‘regionai economic development in Canada during the
I od'1951-1966j Regression edﬁetions are fitted to‘the‘relevant‘manufac—
turlng data'for Canada's core cities and combined core cities end related- -
‘ areas, by provinces, regioms a;é Canada. The_xgé;essidhs are examined and
eemhlative’causation in Caneda's reéione'is assessed. - The objective is to
r -
determine whether Richardson's model based on the Myrdal-Kaldor thesie is

A 3

workable in Canada and, if so, to provide information 1eading to.e greater-

S understanding of some of the forces that contributed to unequal economic
. ¥ - ' .

i D T
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!

development in Canada during 1951-1966. Further, the analysis may underline some og

.

the niore critical problems for sustaihed economic development at a continuing

™
rate in Ca\§a s regions To the extent that the test,.of the Myrdal-Kaldor
- Y | - . -
esis fails to work out for Canade 'S regions, the inquiry should bring out

some of the reasons for this inappl&(.cability of - what on a priori grounds appears

k

te be a p-laugible theor’etical hypothesi-s .of the regional ecdnom'ic growth o

process. - . }/“"\_(w ;

v
5 - . - L
A - . . . .
: - . ‘- 3

Outline of Test of the Myrdal-l(aldore Thesis — s R

According to Richardsong t/he model based on the Myrdal-Kaldor thesis of - \
b4 e

“cumulative causat ion i defined in terms of the rate of growth of manufacturing :

turing efficiency wages (W /Ti). and manufacturing wage rates per person

working (Wi). The equatid are:
" 1 A - 1 . )
= fi (yi), where f1 8 rising and » 0 1)

W2 2 . .
“"1”1) = £, (,ti), where. £ 1s falling and 7 0(2)

_ 23 : 3 v T :
- ;= fi' (Wi!Ti), wher.e ~f-:L is, fall:ing.,andv 0. .(3). - |
W W » ’ . @ )

'] -
v v

‘Ti‘le equations. €cify’ what data on‘manufacturing activity are required to
test the ‘My'rdal—Ka'l or thesis-in Cdnada's regions. Compiled for core cities .

. i L . . \ .
and combined core cities and related areas, by provinces, reglons and Canada,

. ' ‘
- they are: (1) growth rates of outplit calculated from value added by manufacture,




K
-
-

- 8&’_ ‘f'.__ h . 3

. . - B . . - .
[ . -
-

{2) growth rates of productivity calculated from output per person worKing (1),
. . " - .- N . : ) —‘ . ) “— .
in mand@%c@ﬁring, (3) efficiency wages defined as.the rﬁtipS'betWeen indexes

‘bf money wage ratec per person uorking and indenes of productivity in manufac-
turing and.(&) uage rates per person working in manufacturing. . . .
i&f . -t - | : | ' .
The construction of an economic region system of Ccnada to be used to
test -the Myrdnl—Kaldor Thesis comprises core city and combined core city and
related‘area.‘ The system is: (1) Newfoundland comprising St. John's, (2) )
‘Novd Scotic conprising ﬁaiiféx, (3) New Brunswick comprising Saint John, (4)
Atlantic Region comprising St._Johan, Halifax and Saint John, (5) Quebec -
‘comprising Montreai\gnd Quebec (6) Ontario comprising Hamilton, Kitchener, A
London, Ottawa, Toronto an Windsor, (7 Manitoba comprising Winnipeg, (8)
:Saskatchewan comprising Regina and Saskatoon, (9) Alberta comprisinglCalgary
- and Edmgnton; {10) Prairie Region coyprisihg-Winnipeg,’Regina, Saskatoon,
'Scalgary.and Edmonton,‘{li) Britilh Columbia comprising Vancouver and Vigtoria

and (I2) Canada comprising the above core cities and related areas. i)
. \J . ’ I + 4

-~

Examination of Regressions

. 13 ! o, .
Equation (1) of Richardson's model is t = fl (yi)-and states that tHe

1
fate of growth of productivity in manufacturing (t ).1i8 a rising function of

the rate of growthé7¢ manufacturing outpu{ (yi). Tﬁsic\ﬁ 1 shows the results

of fitting the equation to the relevant data for Canada 8 core-cities and :

'related areas by rovinces, regions and Canada during)the period 1951-1966.

A} .
1) According to chardson, productivity (T ) refers to\the co-efficient of
technical progress]in a production functién of, the Cobb-Douglas form. Since
reliable data on_capital stock in manufacturipg for core.cities and core
cities and surrounding areas were not readily available, manufacturing
output per person working was used. Such a measurement of productivity,
therefore, differe from the concept of productivity used by Richardson in
‘his, version of the Myrdal-Kaldor thesis.

. .
b




| TABLE 6:1. - REGRESSION ANALYSIS OF CUMULATIVE CAUSATION .
- "IN THE ECONOMIC GROWTH OF CORE CITIES AND .
COMBINED CORE CITIES AND RELATED AREAS : .

BY PROVINCES AND REGIONS, .
CANADA, - 1951-1966

[

L .
i ool . ‘Constant - Regression .9 :
C- Térg - Co-efficient [*t | R". D i
. . | of t; on i J .
/_\ ) ' . . 'Core Cities o = \
‘Newfoundland ...,. - 4,27982 ] 0.35504 |2.484 0.32 1.39
Nova Scotia ...,.. ]} .4.,59261 0.:03790 [0.187 0.00 2.34
-New Brunswick ..., 3.07512 . 0.60300 14.464| - 0.60 1.83
Atlantic Region 2.74986 0.55486 |2.675| . 0.36 2.45
Quebeec ...........{- 3,28850 0.34692 {3,030 - 0.41 2.55
COntardo ...i..eg. . 4.48985 | 0.15809 [0.814 0.05 3.17
Manitoba ...y..M. 0.96900 . 0.91263 [2.319 0.29 2.84
Saskatchewan ..,... - 2.13812. £ 0.91377 |9.710 0.88 1.39
Alberta .....0.4.. 1.86620 - ©0.42338 [6.719 0.78 2-.41‘,} -
Prairie Region ) 1.55093 . 0.62302 13,748| 0,52 2.55
British Columbia ‘2,1742% - 0.53904 [3.678] © 0.51 2.36
Canada, .......ss J3-81229 ) 0.25046 [2,137 0.26 2.90

. Core‘Citiea and Related Areas
" Newfoundland oii. % 26565 0. 27614 [ 1772

i

0.19 T.2%
Nova Scotia ...... 0.31920 0.6317%\[15,158 0.94 2.73
*New Brunswick ....| . 2.29769 ~ - 0.35983 | 3.257 0.44 2.36
Atlantic Region - 0.90657 0.57203 {12.447 0.92 1.66
Quebec ........... — 0.43808 0.85518 [13.110 0.93 2.82
Ontario .......... 3.04229 ' 0.26360 | 4.370]  0.60 2.76
Manitoba .........|  2.96488 |- 0.30828 | 1.718 0.19 1.67
Saskatchewan ..,..| ~— 2,14148 0.91415 | 9,748 0.88 1.38
Alberta %, ........ 1.34970 © 0.47823°| 8,747| » 0.85 2.82
Prairie Region 3.51569 0,27498 | 0,887 0.05 2.75
British Columbia 1.50950 0.46556 | 4,075 0.56 2.96
0.70 2,63

-

Canada .,....... 0.55045 0.63325 | 5.468

Source: Based on data in Tables, 13 and 14,

e
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As an aggrEgate of core cities, a11 provinces showed the requireﬁ positive
- |-
relationship between ratea of growth of manufacturing prgducitivity and those

! .

of manufactﬂring output; however, the relationship was significant mainly_for
Alberta, New Brunswick British Columbia and the~Prairie region For these,
the co~efficients of determination (R ) ranged from a high of 78 per cent in
Alberta to a low of 51 per cent in the Priaire region. Their "t" statistics
‘ranged from 6.710 in Alberta to 3.748 in the Prairie region Canada disolayed‘

a somewhat weaker pattern with respect to the.relationship between manufacturing

r

productivity growth rates and manufacturing output growth rates. Durbin-Watson
. L]

statistics (D) were within the two. limiting values (2) so that

*
. W
r]

the hypothesis of no serial correlation is accepted As an aggregate of core

clties and related areds, provinces, regions and Canada showed a stronger
‘positive and significant re%&tionship between manufacturing productivity
growth rates and manufacturing Qutput growth raies, For‘the provinces except
Newfoundland apd Manitoba, positive and'significant'regression co-efficients
of manufacturing productivit{ growth rates and manufacturing output growth
.;Ea%anwere recorned‘wiéh thelr co-efficients of determination ranging from

94 per cent in Nova Scotia to 44 per cent in New Brunswick and their !
statistics, from 15.158 in Nova Scotia to 3.257 in New Brunswick. All regions
except the,Pra:rie region, and Canada‘showed this pattern with regard to

manufacturing productivity gorwth rates and manufacturing output growth rates,
: . . - F

As before; Durbin-Watson statistics were within the two limiting values.
K - ! - -, P
o ’

Equation (2) of Richardson's model is Wi/Ti = fi'(ti) and states that
efficlency wages in manufacturing (Hi/Ti) is a decreasing function of the rate
(2) With 15 observations, and a regression involving one independent variable

and a constant term, the two limiting values at the « = 05 level of significance,
are 1,29 (k) and 2.99 (k'). : _ . B

¥

e
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- TABLE 6:2, — REGRESSION ANA‘LYSIS OF CUMULATIVE CAUSATION
-, IN THE ECONOMIC GROWTH OF CORE CITIES, AND

~ COMBINED CORE CITIES AND RELATED AREAS
BY PROVINCES AND REGIONS,
CANADAR, 1951-1966

L )

Constant " Regression 2 - .
Term . Co.-f:fficient t R .D
\\ _ of% ont, R -
—’\ Core Citles )
Newfoundiand ie...| 0.17878 — 0.00380 [3.014| - 0.43 . 1.45
Nova Scotia ..... 1.19364 . 0.08497 0.928 0.06 1.88
New Brunswick .., 0.26840 © & 0,00352 }4.094 0.58 , 1.72
Atlantic Regi 0.45515 — 0{.00568 |5.514 0,72 1,91
Quebec ...vsveefes 0.16729 — 0.00584 [4.551 0.63 ' 1.85
Ontardo ...eevdfoss 1,05859 .— $.01307 13.402 0.47 | 1.42
Manitoba ..v... 0.28491 . —J0.00045 0,712 0.04 1.78
Sas “0,11701 . —{0.00388 |2.800 0.39 : 1.32
. Aljerta . 0.20105 — 0.00554 4,266 0.60 2.32
0.37142 — 0,00160 |1.652 0.18 ‘ 1.89
B +  0.38880 — 0.00527 |2.712 0.38 | . 1.34 -
- 1.03758 © - 0,00816 }1.622 0:17 : 1.24
\' _ Core Cities and Related Areas _
Newfoundland ..... 0.25277 - 0.00510°[4.173 0.59 1.52
Nova Scotia ...... 0.20602 ~ 0.00335 {5.686 0.73 1.34
New Brunswick .... |’ 0.44043 |- . — 0.00347 3,201 Q.46 1.63
Atlantic Regiont 0.24620 — 0,00390 4,889 0.66 1.53
QuebEC vovierrncas 0.99324, ~ 0.00437 5,422 0.69 1.50
Ontario .eeeeeesss 0.34883 | — 0,00737 {2,941 0.42 1.44
Manitoba ,......%. 0.20972 — 0.00402 }2.560 0.36 1.46
N\ Beskatchewan ....o | 0,11704 — 0.00387 |2,792 0.39 1.32
Alberta .icvevnee. 0.10433 — 0.00419 |4.203| . 0.60 1.28
Prairie Region | “0,18990 — 0.00027 {0.416 0.01 " 1.80
Britigh Columbia  0.37850 — 0.00397 }2.752 0.39 1.73
Caﬂadﬂ 0.23691 — 0.00416 14.548|  0.63 1,52

D e e

Source: Based on data in Tables. 12 and 14

3




. of fitting the equation to the relevant/data for Canada's core cities ‘and

combineﬂ.core cities. and ;glated Aareas y_provinCes,vregions and Canada in

the period 1951-1966.

- ’

As a summation of'ggre cities, all provinces except Nova Scotia showed

2 ’

thét;equired negative relationship between efficiency wages in manufacturing

“and rates of growth of manufacturing productivity, In’all provinces except
INaya Scotia and Manitoba, the relationship was significant with co-efficients

"of determination ranging from 63 per cent in Quebec to 38 percent in British
AN .

columbia. Thelr "t" statistics ranged from -4.551 in Quebec to =2.712 in

British Columbia. All regions except the Priarie region showed a negative

g ;
and significarft relationship between efficiency wages in manufacturing and
PN ‘ ‘

manfdfacturing aﬁu tivity growth rates. ‘- Canada, however, did not show

this'pattérn. Durbin-Watson statistics were within the two limiting valués.
P’

N 3
As a summation of coke cities and related areas, all provinces showed

a stronger negative and-significant relationship between efficiency

wages in manufacturing and rates of growth of manufacturing producitivity.
' - .

-

Praﬁincially, regression co-efficlents of efficiency wages in manufagturing
Bn manufacturing proguctivity growth rates Qere hegativé'with co-efficlents
of determination fanging f;om 73 per cent in Nova Scotia to 36 per cent in
Manitoba and the "t" stétistica, from —5.686 in Nova Scotia to —2.560 in
Manitoba. Only the Priaire region showed a non-significant relapiqnship‘between
efficienqy wageé in manufacturing and rates of growth of manufacturing

' pFoductivity. Provihcially, regression cﬁ—efficients of efficiency wages in
manufacturing on manufacturing productivity growth rates were negative with
co-efficients of determination ;éngiﬁg from 73 pe?”cént‘in Nova" Scotia to 36 -

.

per cent in Manitoba and the "t" sta;iétics, from -5.686 in Nova Scotia to
: . .

-2.560 in Manitiya.' Only the Prairie ;egidn ghewed a non-significant relation-

e e —
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TABLE 6:3. — REGRESSION, ANALYSIS OF CUMULATIVE CAUSATION
IN THE ECONOMIC GROWTH OF CORE CITIES AND
"COMBINED CORE CITIRS -AND“RELATED AREAS
: ‘ BY PROVINCES AND REGIONS,
: , CANADA, 1951-1966 - -
- ~

Constant “Regression 2

. Term Co-efficient t R

- ok of ¥, on ¥i . ‘ B
L i T ‘

: , Core Cities . . )
Newfoundland ...... 46.16061 — 39,80078 [0.968| .0.07 1.36
Nova Scotia ...... ©3.87997 0.44381 {0.403 0.01. 146
New Brunswick .... 77.47461 — 78.96789 [1.635 0.17 1.63

Atlantic Region |  60.57350 — 57.01595 11,595 "0.16 1.19
QUEDEC .eurernanas 60.41719 — 56,15182 [1.568 0.16 1.73
Ontar{o v.v.vss.,. | ~ 8.54158 ~ 4,11330 [0.203 0.00 1.56
MAnitoba «e.eesen. - 65.32455 | /= 61.33654 [1.725 0.19 1.80
Saskatchewan ..... | 26.30496 - 38.19804 [1.535 0.16 1.69
Alberta’....cvvne. 42.45168 — 36.71467 [0.653 0.03 1.37

Prairie Region .34,37785 — 30.26797 10,456 0.02 1.56 °
British Columbia 70.85078 [ = — 61,13413 [2,954 0.40 2.45

Canada ..vveeses 18.58585 — 14,15025 {0,503 0.02 1.56
. " Core Cities and Related Areas .
Newfoundland .....[ = 56.45958 — 48,53850 [1.085 0.08 .37
Nova-Scotia ... .156.24133 — 162.04613 [2.553 0.33 1.72
New Brunswick ... 166.60200 — 168.90000 2,494 0.32 1.74

Atlantic Reg 1 144.35043 — 144.78535 (2,504 0.32 1.7 .
Quebec ......... .. | (196.04149 — 195.06486 [7.813 0.82 1.94
Ontario .veervven. 100.98465 — 92.64762 [2.779 0.37 2.52
Manitoba ......s.s 30.64224 — 26.05779 |0.796 0.05 1.73
Saskatghewan ..... 26.30823 - 38.13018 [1.533 0.16 1.69
Alberta .........s 29.40413 | ~ 21,80627 [0.472 0.02 1.18

Prairie Region 4.77599 ~ 2,52183 |0.061| 0.00 1.04
British Columbia +126.63265 — 111.31895 [3.172] .0.44 1.80

Canada ,..s.vsus 127.54153 — 122.00223 [.506 0.61 1.58

—Sc;urce: Baged -on data in Tables, 12 and 13




ship between efficiency wages.in manufacturing and rate§ of growth of mangfac-.
: & _ ,
turing nroductivity, Durbin-Watson statistics were within The two limiting

- L. . -
-» . M .

values.. r

rate “of growth of manufacturing output (yi) is a decrea ing function of :
effictency ?ages in manufacturing qai/Ti). Table 6:3 shows the results of

fitting thé equation to the relevant data for Canada's core cities and com-
bined coré cities and roiated areas by provinces, regions and Canada during

. ve
S

“the period 1951-1966. <

. . iy
2 e, ‘.

" As a total of core cities, oné‘province alone snowed a negative and’
significant relationship between rates of growth of manufacquring output and
efficlency wages in manufacturing~ This was British Columbia. Itg co-effi-
cient of determination was 40 per cent and "t" statistic 52.954. The Durbin-

Watson statistic was within the-two limiting values. As a total

~

. of core cities and related areas, all provinces except Newfoundland, Manitoba,

\o_§fskatchewan and Alberta showed a stronger negative and significant relation-

ship between rates of growth of manufacturing output and efficiency wages in -
manufacturing. Their regression co-efficients.wereiall negative with co-
efticients of .determination ranging from 82 per cent in Quobec.to 32 per*cent
in New Brunswick. The e stntisticb,ranged fr0n5-7.8i3 in Quebec to -2.494

in New Brumswick, All regioné.excebt the Prairie region showed a negative
and significant relationship between manufacturing output growth rates and

efficliency wages in manufacturing. Canada, too, showed a similar_réiationship.
Durbin-Watson statistics-were within the two limfting values.
Equation (4) of Richardson's model is Wi = ¥ and explains that, in manu-

¥

facturing, a region's money wage rate per person working are equal to the

national money wage rate per person working. Table 6:4 compares manufacturing

Equation (3) of Richardson 8 mode} is ¥y = f3 @i\iz ) and explains that the-




money wage rates per worker for Canada's core cities and combined core cities

and telated areas by provincéE

*

295 -

wage rate in manufacturing in 1951 and 1966.

TABLE 6:0 - COMPARISON OF KON

PER WORKEE KONEY WAGE, {IN THOUSRNDS. OF DOLLARS)
BY PROVIKCES AND REGIONS, CAMADA, 1951 AND 1966 -

ZY WAGES PEF WORKEE IN MANUFACTURING FOF CANADA'S
CORE CITIES ALD COMBINED CORE CITIES ALLD RELATED AFEAS TO THE NATIOKAL

1

~

Newfoundland ,...cvvevinnnans
Nova Scotia ...........:.....
New BrunswleK uovieeiessran.,
* " Atlantic Fegion T eeraean

QUEDEE .ivvivsricecrsnrnnneas

ONEAri0 sevvrrrireriaiaannia.
" Manitoba .......;............
Saskatchewan cieveevieensenas
Alberta .......i.............

Prairie Region vuvvvevnvess
-British Columbia .sivveseaesay

Canadat siveesansnnorcnnnsns

cor ifhes v
1951 1966 1951 1966
1.8 o 4,0 - 1.8 4.0
2.2 L& 2.2 4.8
2.2 wy 2.2 4.9
'2:1 k.3 2.1 4,7
2.4, - 'u._7. k 2.5 5.0
2.8B. ] 5.6 2.8 5.6
2.4 4,2 2.4 4.8
2.6 5.1 2.6 5.1
2.6 5.0 2.6 5.2
2.5 4.7 2.5 b,
2.8 5.6 2.9, 4/E2?L7
2.6 5.2 2.7 5.3

and regions to the national per worker money
. . . .

SOURCE: Based on data in Tables 25 and 26,

1

Canada's per worﬁér wage rate in manufacturing in terms of core cities:
w2s.$5.2 thousand in 1966. Per worker wage rates din manufactﬁring for

the provinces on the same area basis_ranged from $4.0 thousand in New-

foundland to $5.6 thousand in British ‘Columbia. Again, Canada's per

worker wage rate was in this industry in terms of combined core cities
and related areaiuras $5.3 thousand in 1966. Provincial per worker wage

rates in manufacturing on this area basis ranged from $4.0 thousand in

Newfoundland to $5.7 thé&sand in British Columbia. Compared to the

v

&\\~
ey
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national per worker money wage tate in manufacturing, the per worker .wage

rate structure in this industry among the provinces generally was close.

) Lo

Cumulative Causation)in Canada S Regions

To satisfy the conditions for the occurrence of . cumulative causatidn

. -

Y

in Canada 5 regions, Canada's regional development by way of manufacturing

activity must meet Richardson s model based on the Myrdal-Kaldor thesis.
The latter states that the rate of growth of manufacturing productivity
’ va;ies directly with the rate of growth of manufacturing output, efficiency
. A . . p .

wages in manufacturing very inversely with the rate;?f growth of manufacturing

productivity and the rate of -growth of manufacturing output varles inversely with

efficiency wages in manufacturing. Table 6:5 shows the regression results for

manufacturing productivity growth rates (ti) on manufacturing output growth

rates (yi), efficiency wages' in manufacturing (wi/Ti) on manufacturing

~

.productivity growth rates (ti) and manufacturing output growth rates (yi) on

efficiency wages in manufacturing (wi/Ti) for core cities and combined core-

cities and related areas, by provinces, reglions and Canada quring the period

A1951-1966. _ . ‘

“

As an aggregate of core cities, one provinces alone satisfied the conditions

necessary for the occurrence of cumulative causation. This was British Columbia

.

which yielded regressicn co-éﬁficients of 0:53904, - 0.00527 and - 61.13413,

for growth rates of manufacturing nroductivitf on grenth rates of manufacturing

‘
fy
&~

output, efficiancy wages 1in manufacturing on growth rates of manufacturing ’/
productivity and growth rates of manufacturing output om efficiency wages in

manufsc§uring, respectively. Its coefficients of determination and the "t" sta-
tistics_aere high in all cases: Its Durbin-Watson statistics were within the |

two limiting values. No region met the required conditions for cumulative

causation. Canada, too, did not show a growth pattern in terms of

-

cumulative causation. As an aggregate of cambine core cities and related areas,

the picture was more encouraging. All provinces except Newfoundland, Manitoba,

- ' . &




A
1

-

o Saskatchewan and Alberta, all.xegions éxcept the Prairie region} an Canada
satisfied the necessary conditions for growth in terms of cumulative causation.
Nova Scotia produced regression co-efficients Pf 0. 63174 - 0.00335 and - 162 04613
for manufacturing nroducitivity growth rates on manufacturing output growth rates,™

~*

efficiency wages in manufacturing on manufacturing productivity growth rates and
r

manufacturing output growth rates on efficiency wages in manufacturing, respec—

tively. GCo- efficients of determination and thk "t" statistics were, all high

and residuals were not autocorrelated. Manufacturing in New Brunswick yielded

regression co-efficiencts of 0. 35983 - .0.00347 and - 168 90000, respectively

Quebec s manufacturing showed regression co—efficients of 0. 85518, - 0.00437 and ‘

- 195.06486, respectively. Manufacturing ‘in Ontario exhibited regression

co- efficiengf of 0. 26350 0 00737 and - 92. 64762,¢reepectively, and in

British Columbia, 0.46556, — 0.00397 anﬂ/ﬁ 111.31893, respectively Co-

efficients of determination and the/"t" stetistics were all high and Durbin-

Watson statistics revealed no auto-corrélated, residuals. The Atlantic region s
manufacturing yielded regression cb-efficients in the same order of 0. 57203

— 0.00390 and — 144.78535 with high co-efficients of determination and "t"

~

statistics in all cases but one. Durbin-Watson statistics were within .
| the two 1imiting'va1ues.. Canada's manufacturing showed régression co- ‘
efficients of 0 63325 _— 0. 00416 and — 122.00223, respectively,'high
co—efficients of determination and "t" statistics in all case but one agnd

Durbin-Watson statistics within the tw%limiting'values ' \

. N

Findings - : - -

. - H E N . .
- The Myrdal-Kaldor thesis of cumulative Lausation on a priori grounds
appeals as a plausible theoretical analysis of regional economic development,
+ The occurrence of cumulative cauéation in certain provinces and regions in

.
[l

L




' productirity.

ewan and Alherta and _its success in the
. Cremaining provincesl hnswers are ‘to b found, ip part, in the relatd role of

C -99 -
“y ) .

. Canada esaentially in terms of combined core cities and surrounding areas, as

shown in the previous section, confirms that Richarggon s model bajsdlon the -
“ p . Lt ) . N , N
Myrdal—Kaldor thesis is workablé in Canada. !

. P .. N /_ , IR T
LY - - v - N ’ o .- - ’
- . - : . -+
L . . - . . R
-

British«Golumhia as a summation of core cities and Nova
“Brunswick Quebec, Qntario and British
M
and. surrounding dreas are continuing to develop in a circular and cumulati

rd

lumbia as a summation 6f-core cities

1 . .
pattern.

s ‘ar

Thus, inthese provinces,grising growth rates of manufacturing output

-

induce higher rates .of growth of manufacturing productivitx which in turn’

: reduces nmnufacturing efficiency wagesa . AS the.latter fall, higher’rates of ”

e

.growth of manufacturing output enuse, and the process is repeated Coversely,

Newfoundland Manitoba, Saskatchewan and Alberta as.a summation of combined

L cote cities and related areas are ,not experiencing growth in, terms of the

circular and cumulative pattern. Thus, in these provinces, rising growth rates

- of manufacturing output do not induce higher growthlrates of manufacturiiig

]

Manufacturing efficiency wages are not ‘reduced which would 1ead
to higher rates of growth of manufacturing output and the recurring cumulative

growth process is not being.experienced.

What are some of the reasons fort

namal&j Newﬁoundland,ﬁManitoba, Saskat

LN L

manufacturing in the economic development of e provincé%. Answers reside,

-

in part, in the field of policy‘

e

-

e -

Canada s. regional economic base at the present time spreads across the

primary industries, through the secondary industries to the tertiary ‘industgdes.
% )

Ths primary industries except mining ‘are decliuing,

,;.

The secondary industries

gspeciallx,manufacturing'which is unevenly distributed regionally, retain their

failure’of the model in some provinces,

-
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"17. . economic importance.n The tertiary industries especially aervices,‘trade and
r'\ i <L $ublic adminiatration are new and importan: souyrces of growth to the regional

\\* economies. Notwithsyanding this general economic structure of the regions, .

manufacturing during the period in two Atlantic provinces, Quebec, Ontario and

~

' " Bnitish aq\:mbia ranked high in.importance as a contributor to regional economic

- . g?owth In contrast Newfongﬂland and the.three Prairie provinces received

near neglibible contributions to economic growth from manufacturing o

’
..

. . - - . /\ ’. "
Again, there are major diffarences between Carada' sWregions in the case‘

e . e S

of institutional rigidities gffecting changes in efficiency wages, productivity '

changes ‘and ouEput changes in manufacturing and generally. These differences “
) Y LI
‘;fg;e-moreathe outcome of historical circumstances surrounding,Canada s regional Lt

conomic development rather than differences arising froma significant .

% . : '
variation in the form and the economic goals of the regional governments.. Indeed,

LT o -

. .7 .rgsources: in the rapidly develoning regions simply because these‘hre the areas

s o d i 7

' dfmich_bring the highest returns and_have the mdst promising long—term growth
ot "prospects. - s ) ‘ -

- M to. 9 i

gy IR : g x R

Differences in demand’ e asticities for a region s' output provicde more

"information on the differential succesa of the model on different regions of

. Canada. Regional growth can occur under - sonditions of high efficiencyfwages

‘ provided that -demand for eregion s output 48 price-inelastic. Suéh may haye

occurred in the period for example, in ‘the case of Neufound%and and Saskatchewan

wheni_efficiency wages were above the Canada average. While Quebec and Brirish

.

Columbia showed relatively Eighgr efficiency wages, the output structure com-

v v e—— e
<

' prisihg mainly non-durables or semi-durables suggest that demand is fairly - .

r . —— R .
price-elastic. . ' Lt

s

the private sector continues to show a preference for investing scarce: capital -,

[
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f strenghthen the ¢ mpetitive efficiency of the regional economies, one must take,

” N - . R o 'f""" .

£ .10 -,

. ' !
The analysis presented in the q‘ﬁpter raises a quesrion whether it would

N ¢

. be deeirable to change the . emphasis with respect to regional economic develop-

ment in Canada from an over-reliance on regional redistribution to more positive

.

tes to raise productivity, reduce or eliminate rigidities and

promote mowh com %t It1on in'the markets.. While Such a. change is desirable to :

- .

careful note of the serious employment and relocation'probleme drising and‘decide

in terms of economic welfare whether this tradéroff is affordable, and indeedﬁfﬁ

PR
-

acceptable to the majority of the'population affected. : R

Having demonstrated the general validity of the Richardsonzcgdel of thé

Y
Myrdal-Kaldor thesis of cumulative -eausation in the case of five of nine provinces

~

shown in Canada, the question arises whether policy action could bring about

> gertain changes in “structure end“attitudes which may yield'oger time for the

four other provinces the desirable results observed for the successful five.

‘While such an outcome is considered to be quite feasible, the economic impact

— ~

v of structqgal change on the population-affected and the kinds of changes in’

consumer, worker end cultural attitudes which would ensue must be included in
- % . ~

‘any policy recommendations. . ST

’
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CHAPTER SEVEN '

f ; SUMMAKY AND CONCLUSIONS

.Of the several partial theories‘bf the process of economic ggpwth its
sources and measurement which have emetged in the post—war period, this thesis

examined Myrdal's theory of regional economid growth}and tested Richardson's

model of tHe Myrdal-Kaldor thesis of cumulative causatio nal economic

To test the Myrdal -Kaldor thesis of cumulative gausation in Canada, it

was necessary to define an appropriate regional classification. An abundance

’ [N

of regional classiﬁications of Canada, private and public, was presented. The ‘

majority, however, were 'found to be not suited to the particular regiomal
. . A

c sifiés ion system demanded by the Myrdal-Kaldor thesis. Ths latter
r::j:;}s a 'economic region system reflecting centres of economic expansion’
and their surrounding areas bf influence.'.Mstropolitan'areas‘were considered
the appropfiate regional classification. While Canada's metropolitan aress
wﬁi&h are a combingtiomof core cities and their related .areas come closest to

the required regiomal classification, the latter may be incomplete. There are

other centres of economic activity in Candda with imbortant manufacturing
industries. The latter Ahould be ingluded in oxder to make a more complete

test of cumulative causation in Canada. -
* \‘

From the test, the occurrence of cumulative causation in Canada confirms
that Richardson's model based on the Myrdal—Kaldor thesis is workable and use-

ful te the study of ‘reglondl economic growth in Canada. However, it nust be

noted that this conclusion is.essentially supported by the second set of
"- ) . ’ .

Y. o ) o
i ' Y . \f\
e e e ————— e+ g e e s g e — ’ :

eI A
,‘.E'v (AR R L b A R ﬁ




‘with four major provinces excepted. .. . .
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. aggregates,.nemely, the combined core cities and related areas and thaq{\\-::

?hile the Myrdal Kaldor a) s of culmulative causation was shown to be

wor ktfiehin Canada as qualified above, the short-comings must be remembered.

_They include: (1) the atarting point of higher growth regions to explain the

persistence_of regional economic inequalfties, (2} an overly aggregative
principle with consequent'neglect of the effect of agglomeration economies,
enternal scaie operations and indivisibilities in the geographic concentration
of industry, (3) money wages in higher growth egion rising faster than other
regions and not offset by higher productivity growth and (4) rising prices

serving both to offset efficiency wages that are not declining and to sustain
the rapid growth of the region. Notwithstanding these shortcomings, the

A

Myrdaltéildor thesis presents a useful framework to examine more recent . {

regional economic development in Canada. .o )

-

Dealing with certain aspects of regional economic growth as a result of

manufacturing activity, the Myrdal-Kaldor thesis ‘ignores the contrihutions to

regional economic growth of non—manufacturing industries. For example,’ the N

)

service industries in Canada have become the most important sources of employ-

ment and output in Canada and constitute a major factor in the growth process.

-

The Myrdal—Kaldor thesis constructed in terms of manufacturing activity does

r

not purposely neglect non-manufacturing activity It is a partial theory of

economic growth. Notwithstanding its limitations in approach to explain the o

-3

A
economic growth process,’ Professors Myrdal and Kaldor ‘(and Richardson) have made

‘a majorf;ontribution to further the understanding of some of the most dynamic

* \
elements) in that growth process. \

P . ”

e i a
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TABLE 1. Total Population (No. of Persons), by Provinces

L
.

o

- 204 -

Selected Years, 1951-1071°

:;}f_fAmu.

-

and Regions, Canada

-

1951 1956 - 1061 | 1966 1971
.Newfégndlahq .......... ©361,416| 415,074 | 457,853 | .493,396| - 522,104
, Prince Ediard Island .. 98,422 49,285 104,629 108,535 - 111,647
‘Nova Scotda «eveuennnn. ‘642, 584 694,717 | 737,007 756,039 | 788,060
" New Brunswick ......... 515,697 \\f 554,616 | 597,936 616,788 634,557
Atlantic Region ... | 1,618,126| 1,763,692 | 1,897,425 1,974,758 2,057,262
QUEbEC «ererinreinnnnn 4,055,681 | 4,628,378 | 5,259,211 | 5,780,845 | 6,027,764
ontario ......... . 4,5971540 5,404,933 | 9,236,002 | 6;960,870| 7,703,106
“Manitoba....... e 776561 | 850,060 921,686 | 963,066 988,247
saskatchewan ...%..... 831,728 | 880,665 025,181 955, 344 926,242
Alberta ..... }...ég\i;;;d 930,501 | 1,123,116 | 1,331,064 | 1,463,203 | 1,627,874
Praiyie Region .... | 2,54A,770| 2,853,821 i§?578,811 3,381,613 | 3,542,363°
British Columbia ....... 1,165,210 | 1,308,464 | 1,629,082 1,373}&({ 2,184,621
Yukon Territory ..., 2,096 12,190 14,628 14,38 . 18,388
Northwest Territorifs 16,004 19,313 | igi,ggs 28,738 34,807
Canada +evvnrei et 14,009,427 | 16,080,791 | 18,238,247 | 20,014,880 | 21,568,311

Source: Statistics Oagnada, Estimated Population of Canada by Province (Dttawa:
- Information Sanada, June '1972) Table 1, P, 2.

i
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N

\ 1951 \\\_ 1956 1961 1966
. 4 : ,

tewfbundlgnd ......... P 2977996 335,921 366,199 '37g5§63
Prince’Edward Island ........ 91,882 | 92,043 | . 96,018| 98,493
Nova SCOtid vevevssvrsseersns 508,653 |/ 530,517 | 553,061 546,138
‘New Brunswick .....eeeoeeess w36l 468, 601 502,373 - 512,593
Atlantic Region': ....... « | 1,330,691 1,427,062 "1,517,651 | 1,533,087
................ 1...., 2,231,529 | 2,480,786 | 2,685,571 2,639,991
ONEATIO «nvennnrernrennen T 2,262,321 | 2,518,010 2,794,044 | 2,578,295
_Manitoba ...;...Q...' ......... s 419,728 437,792 . 445,143 454,307
SaskatcheWan «v.ereeseensrnes 207,141 718,052 717,4&1. 707,012
" ALDETEA evevrnreneanreerneann 620,504 667,294 0715,314' 707,258
Prairie Reglon ......sse- 1,747,373 | 1,823,138 1,877,8§8- 1,868,577
British Columbia .......seess | 490,043 599,616 | 684,765 | 765,371
Yukon Territory ««se-ess-. .. 6,502 9,620 9,597 9,611
Northwest Territories ....... 13,280 16,213 19,753 *'  24,997
. Conada +ev.... :f ......... 8,081,739 | 8,874,467 5,589,279 | 9,419,879

Son;be: Calcui;tions based on data in Tables 1 and 2; ;

C > Dass
= '

{.

TABLE .14. Population of Rest-of-Provinces (No. of Petsons), by Provinces
and Regions, Canad} Seleited Years, 1951-1966

L
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APPENDIX(B _ ' | :
SOURCES, DEFINITIONS AND QUALITY OF DATA

' _ :
Statistics Canada was consulted with respect to the provision of data

.
- '

covering population and output,.employmen; and earnings in manufacturing in
Canada's largest cities and their related areas in the census years of 1951~

1)

- 1966, incluéive. All data were generally available.)\ ' Y

The basic data relating to core cities, core cities and related areas,
rest~of-provinces and provinces in Canada covered: (1) populatiom and (2)* value

added, total employees‘and total salaries and wages in manufacturiﬁg.'

~
e

-

-Census of Manufactures - . .

The Census of Manufactures is an annual survey covering Canada's . o

~ - -

manufacturing industries. The survéf*instftuted iﬁ'1921 comprises about 20,000

-manufacturing establishments at the present 2}hne.

.

The reporting unit for the Census of Manufacéﬁrgs is designated as the.

estaQ}ishment’and urn is requested from every eétaplishment'classified

- ~

‘to a manufacturing industry.

PR

A;manufacturi establishment is tfpically.a factory, mill of piaqt
principally engag€d in manufacturing aétivitieS. The majority of.suﬁh:;;ta lish?
ments are firms but many firﬁs ﬁave.more than on;'éstablishment. Su;h firms
are requested to’subﬁit a separate Ceﬁsus of Hanufactﬁréé report-fon each
maﬁufacturing establigshment which can meet the reporting requirements contained
iq‘thsgfbllowing definition of the establishment: "Thg smallest unit which
i a separate operating entity capable of rep&rtink thi following ﬁriﬁ&ipal '
statistics: (1) mater}als and supplies-used, (2) gooés ;ﬁrdhased for.resale as

&

such;‘(3) fuel and power consumed, (4) number of employees and salaries and -

€
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wages, (5) man-hours worked and paid, (6) inventories, and (7) shipments or

sales." | i . ' . ‘ . '

"There are four different questionnaires used in the Census of Manufactures,

They are: (1) short form, (2) long form, (3) headgoffice questionnaire.and'
*
(4) commodity questionnaire. The short and long forms are used to obtain princi- |

pal statistics ‘and commodities shipped from establishmeénts classified to
manufacturing industries and differ only in the amount of detail requested.

* The short form is a single~sheet questionnaire sent to small manufacturers '

generally reporting shipmeuts of less than $100,000. The head qfficgﬂquestion-

" naire is’generally used.for company head offices and/or auxiliary offices '
separately located from the mannfacturing establishment. The Commodity_queétion—
tnnaif% is used to surney'certain establishments which are coded on the bnsis of
:their principal activity to industries othér than manufanturing but which under-
tékg some nannfacturing as a subsidiary actiyity. This single-sheet question—
.naite is designed to epllnct information\pn the quantity and value of goodi of
own mnnufacture shipped by such establishments in order to achievé,full 'verage

of specified domestically manufabtu;ed commodities’ N

\

The resultfs of the Census of Manufactures are presented in some 135 publica-
tions. In addition to these annual publications, there are énnual-summary re- °
ports for Canada and the prdvinces and special reports giving principal statisticsr

. re
by detailed geographic areas, by type of ownership and size of establisiment.

13

Definitions l /-

- Pophla&ion is—defined as the total number of persona whose usual place of

: residencq;&as somewhere, in Canada and Canadian Government employees stationed "
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abroad and their families-snd crews of merchant vessels.
- L

The definition of population excludes government_representatives of other
countries and their families attached to legations, embassies or other diplo-

b4
matic bodies of that country, members of the Armed Forces of other countries

-

staticned in Canada and members of their families who are not citlzens of

“

Canada, students attending school in Canada whose usual residence 1is outside .
4 ’ '

Cznada and residents of any country vdsiting in Canada temporarily.

-

T ®

L

- . ~

Aggregate output in a sector refers to the aggregate income generated in
that sector which is measured as value added. ‘Value added by manufscture is

calculated, by subtracting the cost of fuel and electricity and the cost of

materials from the gross ‘value of manufacturing production..

Total employees in manufacturing comprise production and related borkers

.

engaged iq;manufacturing and non-manufacturing activity, administratiye ang

. ffice employe S, sales and distribution workers and employees at head offices

and suxiliary of fices located elsewhere. _Production and related workers in

w b

'manufacturing Jctivity refer to employees "engaged in production and assembling

" activities,, as, well as persons employed in storing, 1nspecting, handling,

-

" packing, warehousing. They also include. employees engaged in maintenance«

'repeir, janitorial and watchman|services and working forqnen engaged in similar

work to that of the employees they supervise. Production and related workers

in non-manufacturing sctivities include employees on manufacturing establish-

ments' payrolls engaged in activities such as construction undertakén for tﬁ%

use of these establishments, some outside plece-workers employed iﬁ certain in-

dustries, logging employees who are reported as part of-a_

-

111ing establish-

ment and any other prbduction workers who are not engaged in m ufacturing—type

>

. | s
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operations. Administrative and office emﬁléyees include all executive and
N ) - ;
supervisory officials such as presidents, vice-presidents, comptrollers,

secretaries, treasurers, and-so on together with managers, professional,
technical and research employeés, superintendents and factory supervisors

~ .

above the line supervisor or working'forénan level and clerical staffs.

Also included are employee¥dsin activities such as advertising, credit col-

lections, purchasing, personnel, legal, medical and employees located at

head offices or auxiliary offijces separately located from the establighmenty

‘the latter are generally inme¥uded in' the figures for the province in which

they are located. Sales and distribution workers include office personnel _l
. )

whose salaries are charged to selling expense, travelling salesmen, driver

sélesﬁen, truckdrivers and their helpers. Some sales emﬁibyees who are re-

ported as part of a manufacturing establishment but are not workihg at the

’

establishment's }qpatidn may also be included. These are generally broken

down by province in cases where more than 15 employees are involved in aﬁy
one province. The figires exclude persons working on a commission_basis who

are not consideredvregular employees of the establiéhmehc.

-

f

Saiariesland wages in manufacturing refer to gross earnings of empio ees
before deductions for income taxes and qnploféps‘contributions.to soc;al 22§u
vices such as sickness, accident‘énd ﬁnemployment insurance and pénéiﬁns.
They include all salariés,;ages, bonuses, profits shared Qith qnplbyees, the

value of room and board :here provided,'commissions paid to regular émployées,
other allowances that may be considered as part of a honker'é earnings and

N L -
over-time payments. . . . .

Quality of Data i . N

-

Data covering population and manufacturing activity of core cities,

M 1]

core citles aya’ﬁafrounding areas and Canada were compiled from publications

" « s "
-



of Statistics Canada. Population data were compiled from their Estimated

Population of Canada by Pfovince, Population by Census Metropolitan Areas,

' Population: Incorporated Cities, Towns and Villages and Population:
. | . A
. Hist¥rical., Data on employment, output and earnings in manufacturing were

.

compiled from the annual publications for the Manufacturing Industries of .“

‘Canada. Since the data were compiled by Stétistics Canada, they are of

high quality.

' . A
! . ‘ Lo
/ . - ) B ot .
- . . ot .
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* APPENDIX C

J PROPOSALS FOR FURTHER RESEARCH

~ The analysis of more recent regional economic development in Canada in

terms of the Myrdal—haldor thesis of cumulative causation suggests some areas
J,

where further research could be patticularly illuminating. ‘Possible ingquiries
include. . . . d

1., Dévelopment of a comprehensive regiOnal classification system for Canada

& \eﬁbody'ing alI urban centres of ind strial expansion and‘their surrounding

-~

areas_of-influence.

2. Development of a comprehensive data base in terms of the new regional.

-

classification of Canada. > T o ' : ..5
3. Expansion of the.test of Richardson's model based on the Myrdal-Kaldori
thesis to include all urban centres” of manufacturing abtivity in Canada.

4. Expansion of the time-frame_to input, as far as possible, longer data runs
¥ : . S

-

for manufacturing. - ‘ ‘ ‘ R . -; -
.5, Evaluation of the weaker hypothesis of a wider regional dispersion in'-'
«  productivity increases than the regional dispersion in money wage increases

-

L
to moE§%recent regional economic development in Canada. s

6. With respect to the differential success of the model on different regions|
of Canada, Profeasor'Ridhardson, questioning whether Canadajs industrial

-~

composition might not conceal some of the effects, recommends the in— :¥
~clusion in a programme of further research a project to separate out the
"differential" effects from the "proportional“ effects and to determine -

whether the model can explain that part of regional growth that cannot

be explained in terms of industrial composition. : R g .
. AN . . . - -
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Items 1-2 requiring the active participation of govermments are long-
- ’ s

term projeéts. Ifems 3-6 reqhiring,primafily‘research'ang aﬁalysis can he
. h - - T -

A

undertaken as academic research projects. k
. . ’ ' . . .
rd - -
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