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QUTLINE

Canada hess since the spring of I96I experienced a
period of contlnuous growth in total and per capita income.

Fhe ten provinces have been hizher in some parts than in other

tfter these flve years of rapid expansion, Quebec and the Atx:
antlc Reglion have anded wlth a relatively zreater concentrat-
Lién of overall Canadian unemployment than when the expansion
began.

Thls paver eims at explaining some of tne factors
contributing to the income dfsparity betwe=n the different
regions of the country. More specifically the analysle concsrn
fteelf with Quebac and Ontario and wlth the structural diffe-
hennces betwesn these two vprovinces.,

It was believed that a structural approach would fa-

f1litated the understanding of ths difficulties faced by Que-

$t lenzth in the Introductlon. Chapter II sets the sxamination
Iinto & broader perspsctive of a comparative description of ecH
pnomic growth in Quebec with that of Ontarlo and Canada as a
Vhole, Chapter III underlines the sconomic implications of
Lhe s:pyctural differsnces betwesen Quebesc and .Ontario.
Finally the Coﬁclusion sunmarizegé the facts revsaled

by the snalysie and przsents the policy impllications.

pec in the course of its past development and thls 1s explainegd
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INTRODUCTION

CHAPTER I

l. Structural Approach

Economic growth is the common term used to describe
quantitatively as well as qualitatively the process by which
per capita real income is increased over a sustained period
of time. This latter process remains a phenomenon not fully
understood and a general theory of economic growth has not
been developed as yet. Nevertheless, partial explanations or
theories are numerous and since the publication of The

General Theory of Employment, Interest and Money, models

based on dynamic concepts have been the maln avenue to the
study of the growth process, e.g. Harrod', Domar', Kurihara!'
and Brown!'s analyses.(l)
A general approach could be used to study Quebec's
economic growth within a macroeconomic framework. However,
it is not certain if such analytical framework would throw
adequate light on the difficulties faced by the Province of
Quebec in the course of its past development. In other

words, would a model using data on saving, investment and

productivity, be sufficient to explain why real income per

(1) - R. F. Harrod, Toward a Dynamic Economics, Macmillan,

London, 1952,

- E. D. Domar, Essays in the Theory of Economic Growth,
Oxford University Press, Falr Lawn, N.J., 1957.

- K. K. Kurihara, National Income and Economic Growth,
Rand and MeNally, Chicago, 1961.

- T. M. Brown, Canadian Economic Growth, The Royal
Commission on Health Services, Queen's Printer,
Ottawa, 196l.
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v
!

P‘l
capita has always been lower in Quebec than Ontario? Could

a comparative macroeconomlc study of growth in Quebéc and in
Ontario explain the differences that exist (or are believed
to exist) between the economies of these two provinces?

Mr. André Raynauld, in his ploneering book

Crolissance et Structure économigues de la Province de

Qnébec(e) believes that what is peculiar to Quebec's past
economic growth could not be properly analyzed in a model of
Domar's type. Mr. Raynauld suggested that a structural
approach would be preferable. This suggestion has been made

before by other Canadian economists. In the book Essals sur

le Québec Contempprain(3), Mr. M. Lamontagne and Mr. Faucher

share Mr. Raynauld's view.

In the same book, Prof. 0. J. Firestone mentions
that the divergencies in per capita real income between
Quebec and Ontario could probably be explained if we knew
more about the economic impact of the changing structure of
Quebec's industries. Also mentioned in this book is the
"possible" relationship between the slower rate of growth of
per capita income of Quebec, and the pattern of investment in

the Province(u).

(2) - A. Raynauld, Croissance et Structure économique de la
Province de Québec, Ministere de 1l'Industrie et du
Commerce, Québec, 1961, p. 30.

(3) - J. C. Falardeau, ed., BEssals sur le Québec Contemporain,

Presses Universitaires Laval, Quebec, 1953, ppes 33=3C.
(4) - IE}:—_Q': pe 35.
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Some other writers have also indicated that there
is a relationship between the direction of the investment
flows and the rate of growth. Among the latter, Norman
Kaplan, in a recent analysis(S) of Soviet and American growth
rates, found that it is probably the direction rather than
the scale of Soviet investments which determines its higher
industrial growth rate. Changes in the rate of growth of
real income per capita would also be related to changes in
the character (or structure) of investment from one period
to another.

To summarize: the reasons that justify the use of
a structural approach in this analysis of Quebec's economic
growth are the following:

(1) A comparative analysis of the changes

that have occurred in the economic structure
of Quebec and Ontario could explain the
divergencies between each province's rate

of economic growth.

(2) A detailed comparison between the economic
structures of Quebec and Ontario over a
period would meke it possible to establish to
what extent the structural factors have

been and still are responsible, at least

(5) - N. M. Kaplan, "Capital Formation and Allocation",
Soviet Economic Growth, A. Bergson, ed., Row, Paterson
and Co., White Plains, N.Y., 1953, p. 80,

UNIVERSITY OF OTTAWA SCHOOL OF GRADUATE STUDIES
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in part, for Quebec's lower per capita
resl income as compared to Ontario.

(3) An analysis of the changing relative
importance of each industry cauld be
used as a starting point for a study
of the "economic growth"™ contribution
of shifts in Quebec's industrial struc-
ture.

(L) A study on the relative importence of
each industry could be combined with
an input-output and a capital-output
ratio analysis in order to establish
what are the "leading industries™ in
Quebec.

2. Economic Structure Defined

Among the contemporary contributions to the
structure analysis of the process of economic growth, Colin
Clark's and Allen G. B. Flsher's are of a pioneering nature.
The definition they have given'of the concept of "economic
structure™ is still accepted today. Both Clark and Fisher
have viewed the economic structure as composed of the three
industrial sectors - primary, secondary and tertiary - in
which products originate. According to Clark:

Primary industries are defined as agriculture,

forestry and fishing; secondary industries as
manufacturing, mining and building; the tertiary

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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industries include commerce, transport, services
and other economic activities. (6)

Fisher's definition of the concept of "sector"
differs from Clark's in the sense that he has marked off
sectors on the basis of the structure of consumer's demand
rather than on the basis of the productivity of each indus-
try. As explained by Martin Wolfe:

For Fisher the primary sector consists of indus-
tries producing goods most essential for sustaining
life; the secorfary includes all manufacturing
activity designed to produce things for which there
is a more or less standardized demand, but which
could not strictly be described as essentials; the
tertiary is the remainder, which can be described
also as every neY ?r relatively new type of con-
sumers' demend. ‘7

More recently, the concept of economic structure
has been given a broader definition. By economic structure
Simon Kuznets(a) implies the structure of a nation's product
or income, the components of which can be stated as:

(1) the industrial sectors in which products

originate;

(2) the income streams - wages, salaries

entrepreneurial income, dividends,

interest, and so forth - that flow to

(6) - Colin Clark, The Conditions of Economic Progress,
Macmillan, London, 1940, P« 7.

(7) = Martin Wolfe, "The Concept of Economic Sectors",
The Quarterly Journal of Economics, Volume 69,
August 1955, p. L4O9.

(8) = S. Kuznets, Economic Growth and Structure, W. W.
Norton and Co., New York, 1965, pp. 23=2l.

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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the several productive factors
engaged (labour, property and enter-
prise);

(3) the origin of income in economic en-
tities with different forms of organi-
zation - individual firms, ordinary
business corporations, public utility
corporations, non-business corporations
and goverrments;

(4) the allocation of income payments among

recipients grouped either by the size
of income, by occupation or according
to institutionally distinguilshable
social groups;

(5) the distribution of national product

between flow into consumption and
capital formation;

(€) the distinction between products
originating snd retained at home and
the inflows and outflows across the
nation's boundaries.

The concept of "economic structure" also refers
sometimes to certeln basic relationships such as the capital
output and/or capital-labour ratios. It willbe said that
the structure of an economy differs from another one by the

fact that in the former the capital~output ratio is higher

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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than in the latter. Changes in the structure of invest-
ment often refer to changes in the distribution of invest-
ment among industries. In other contexts, the expression
"economic structure” is used in a broasder sense meaning
everything from the age distribution of & population, to its
rural and urban distribution, the composition of output, the
allocation of labour and other inputs amongst sectors, the
labour force participation rate, etc. An exhaustive analysis
of economic changes, approached through a structural frame-
work would have to describe and explain all the components

of the structure taken in its broadest meaning. But a
simpler model facilitates the analysis. Theories explaining
changes in economic structure can more effectively be tested
on the basis of a study of population and capital, employment
and product shares by industry or by sector.

3. Structural Analysis Defined

A structural analysis of the process of economic
growth usually includes an historical study of the various
components of a nation's product and income flows. Hmphasis
is placed on the changing character of the rural-urban
structure of the population, on the employment shifts among
industries, and on the changes that occur in the production
and distribution mechanism and in the type of organization.
The causes of the changes are analyzed and a critical assess-
ment of the latter's welfare and economic growth impli-

cations is attempted.

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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A study of the industrisasl structure of an economy
could be conducted in conjunction with an inter=-industry
flow analysis in order to discover whether the structural
changes that are occurring are in the right direction in
terms of their demend creating effects. In other words, are
the industries that are growing at the fastest rate, those
industries that by their growth induce the highest increases
in demand for the products of the other productive sectors?

Finally, a structural analysis of the process of
economic growth could also be an endeavour to trace certain
basic historical patterns that would be common to all
processes of development. In such an analysis the structure,
i.e. the industries in which products originate, is sub-
divided into "sectors" according to certain economic (e.g.
nature of demand) and/or technical and supply considerations.
The industrial structure of the country studied is com=
pared over time and the relative importance of each sector
is used to indicate the stage at which the country has
arrived in the course of its economic development. Such a
type of structurael analysis, which is more appropriately
described as a sectoral analysis, has been used in the past
to assess the conditions of economic progress.

o Summary of the Structural Approach to the Study of
Economic Growth

Up to now the structural analysis undertaken by

economists were mostly of the sectoral type, i.e. the study

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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of the changing relative importance of each of the industrial
sectors in which products originate. By postulating the
existence of "sectors", the pioneers in the field of struc=-
tural economic analysis implied that the industrial struc-
ture of a country could be divided into groups of industries
or homogeneous sectors that exhibit significantly different
characteristicse.

The economy was divided into "primary", "secondary"
and "tertiary" sectors, and each of these three sectors were
supposed to show meaningful differences in relative employ-
ment, output and productivity rates, and in the structure of
demand for their products throughout the process of economilc
development. The relative importance of each of these three
broad sectors came to be used a&s a basis for comparing
developed and developing economies. The latter type of
economies were expected to undergo an economic metamorphosis
of prescribed stages: a decline in the number of workers in
agriculture, a rising percentage in manufacturing employment
which, when it had reached a certsin level was to become more
stable, followed by a rising percentage in the service (or
tertiary) industries. As & result, many economists came to
consider the whole process of sectoral shift as a source of

economic growth and to identify agriculture with backwardness

and industry with prosperity.(g)

(9) = Martin Wolfe, "The Concept of Economic Sectors'", The
Quarterly Journal of Economics, Volume €9, August
1955, pe. 409

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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Originelly, e&s can be found in the first edition

of The Conditions of Economic Progress, the argument was

that:

«+e LOWw real income per head is always assoclated
with a low proportion of the working population
engaged in tertiary production and a high percen-
tage in primary production ... A high average
level of real income per head is always associated
with a high proportion of the working population

in tertiary industries. (Primary industries are
defined as agriculture, forestry and fishing;
secondary industries as manufacturing, mining and
building; the tertiary industries include commerce,
transport, services and other economic activities.)
The reasons for this growth of the relative number
of tertiary producers must largely be sought on

the demand side. As incomes rise the demand for
such services increases, and being non=transportable
they must be supplied by workers within the country
concerned ... Generally spesaking, the main dynamic
of economic advance has been rising income per head
in either secondary or tertiary industry, often in
both and the tran?fe§ of population away from
primary industry. 10

Fisher's basic concept parallels that of Clark
in many respects. The following passages illustrate this
similarity of views between these two authors:

During recent years improvements in productive
methods have certainly been important in practically
every field of economice activity and the naturel,
indeed the inevitable result of such improvements
is to let loose an increasing proportion of human
energy and of capital equipment for the production
of "tertiary" goods ... As productive efficiency
increases, it is inevitable if the demands of con-
sumers are to remain the controlling power, thet
the character of the goods produced will change at
the same time. And with the change in the charac-
ter of production, the distribution of lebour among
various types of work and the character of capital

(10) - Colin Clark, The Conditions of Economic Progress,
1st edition, Macmillan, London, 1940, pp. 7, 12

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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demand are certain also to change.(ll)
The shifts of employment towards secondary and ter-
Tnessapable retiestion of esonomic progress. (i2)

According to Fisher then, it 1s the combined effect
of rising income and rising productivity that explains the
changing relative importance of each sector. Rising produc-
tivity in both the primary and secondary industries releases
resources, and rising income induced people to shift their
demand to other "new" goods which are all considered by
Fisher as "less essential" and as belonging to the tertiary
group.

Fisher thought that the continuous growth of the
tertiary sector could sustain economic progress. He even
urged governments to encourasge, through subsidies, changes
in the structure of production by constant transfer of
resources from the primary and secondary to the tertiary
sector.(13)

Jean Fourastié, in various articles and books,
expressed similar ideas on the economic growth contribution
of the growing importance of the tertlary sector. His

explanations of the changes that occur in the relative

importance of each sector in terms of their respective share

(11) - A. G. B. Fisher, "Capital and the Growth of Know-
ledge", The Economic Journal, Volume L3, September
1933, pp. 3804, 369.

(12) - A. G. B. Fisher, Economic Progress and Social Security
Macmillan, London{ 1938, pps 6=Te

(13) - A. G. B. Fisher, "The Economic Implications of Material
Progress", International Labor Review, July 1935, ppe

P UNPVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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of labour is also very aekin to Clark's and Fisher's. He
mentions that both technical factors (e.ge increases in
productivity) and changing demand patterns have an impact on
the apportionment of labour among industries. But instead of
demarcating the sectors on the beasis of the structure of
consumers' demand, i.e. in terms of the urgency of their
needs, as Clark and Fisher hasd done before him, Fourastié
divides the economy using "productivity" criteria. He
applies the term "tertiary" to activities that have enjoyed
great technical progress, reserving the term primary for
agricultural activities and the term secondary for non-
agricultural activities.(lu)

According to Martin Wolfe the sectors can be dis-
tinguished from one another by the fact that characteristic
industries in each are dominated by a different rate of
increasing productivity. Accordingly he reformulated
Fourastié's concept of sector and defined the primary sector
as that gfoup of industries in which an increase in produc-
tivity in terms of goods and services per man=hour is limited
by natural growth factors; the productivity of the secondary
sector is limited by mechanical factors, and that of the

tertiary, by relatively unaided human skills.(IS) This

(1) - Jean Fourastié, Machinisme et bien-8tre, Editions de
Minult, Paris, 1951, p. 12i.

(15) - Martin Wolfe, "The Concept of EHconomic Sectors", The
Quarterly Journal of Economics, Volume 69, August
1955, p. LU6.

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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reformulation of the concept of economic sectors leaves the
general "sectoral" theory unchanged, the latter being that

there is a mutual interrelationship between economic growth
and structural (or sectoral) changes.

5« Structural Changes: A Disaggregated Sectoral Analysis

Recently the validity of the above-mentioned sec-
toral theory has been challenged by a number of economists.

Bauer and Yamey wrote an article,(lé)

the chief purpose of
which was to show that Clark's and Fisher's conclusions,
particularly as regards the association of low proportions
of labour in service (tertiary) activities with low per
capita income, do not apply to the situation in many of the
presently underdeveloped countries, and particularly to
British West Africa. Richard Holton argued the same point
but in reference to Puerto Rico.(17)
The se authors maintain that an economy does not
necessarily go through "stages™ in the sense that those
workers driven away from agriculture must find employment in

manufacturing. It is only later, when the economy reaches s

more advanced stage that workers move to the tertiary sector.

(16) = P. T. Bauer and P. S. Yamey, "Economic Progress and
Occupational Distribution", The FEconomic Journal,
Volume €1, December 1951, pp. [L1-755.

(17) = Richard He. Holton, "Marketing Structure and Economic
Development”, The Quarterly Journal of Economics,
Volume €7, August 1953, pp. 34L-361.

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES
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Bauer and Yamey point out that in West Africa the initial
"take=off" brought about an immediate upsurge in trade and in
distribution which are tertiary occupations characterized by
low productivity, rather then in manufacturing. Then the
structural changes that occurred there, resulted in mis-
allocation of resources, and not in greater economic pro=
gresse.

Even if the process of sectoral shifts takes place
as suggested by Clark and Fisher, i.e. from the primary to
the secondary, and then to the tertiary sector, it does not
necessarily mean that such shifts result in increased average
productivity and greater economic welfare. As pointed out by
Bauer and Yamey,(lﬁ) there is & problem of aggregation ine
volved. It must be kept in mind that the tertiary productiog
as 1t is usually understood, comprises a heterogeneous col-
lection of different services which are performed at varying
degrees of efficiency. It makes a lot of difference in
terms of productivity increase if it is the "personal ser-
vices" industry that is attracting an increasing number of
workers, while other more "productive" tertiary occupations
(eege, commercial services or transportation) remailn

stationary or become relatively less important.

(18) = P. T. Bauer and B. S. Yamey, op.cit., p. 7i8.
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Whatever thelr limitations, Clark's and Fisher's
pnalyses are in conformity with what actually occurred in
fertain countries. Perloff mentions(lg) that the economic
development of the United States has been characterized by
shifts in the labour force which Clark's description of the
#attern of economic growth would lead us to expect.(zo)
Perloff also indicates that the sector theory is descriptive
in a broad way of the relationship between tne level of
income of the various states and the proportion of gainfully
occupied population engaged in the different economic sectors,
It seems, therefore, to Perloff that the economic
sector concept - with its focus on sector productivity and
structure of demand - does provide a useful frame of reference
for certain types of analyses concerned with the level

and growth of an area's income. But he goes on to say that:
«eomany pitfalls can be avolded, and the usefulness

of the concept greatly enhanced by a certain amount

of disaggregation and refinement. Such disaggre-
gation and refinement are particularly pertinent in
analyzing the relationships of income ??glindustrial

structure ..., and employment structure

It is this type of disaggregated sectoral analysis

that has become the main avenue for studying economic growth

(19) - H. S. Perloff, "Interrelations of State Income and
Industrial Structure", The Review of Economics and
Statistics, Volume 39, May 1957, p. 163.

(20) - As it will be seen later, this is also true for
Quebec. See Chapter III.

(21) - H. S. PerlOff, O QCito’ Po 162.
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through structural changes.(zz) The same technique is used
in this M.A. dissertation.

The approach 1s to examine historical trends and
changes in the industriasl structure of the provinces of
Quebec and Ontario for the period 1931 to 196€,. Criteria
chosen for analysis are the rates of growth of employment,
output, earnings and productivity. The analysis covers
thirteen main economic sectors and twenty sub-sectors of the
manufacturing group. It is believed that such a disaggre-
gated approach assists: (a) in analyzing the "economic
growth" contribution of the changes that have occurred in
Quebec's industrial structure since 1931, and (b) in finding
out to what extent the differences between the industrial
employment structure of Quebec as compared to Ontarie are
responsible for Quebec's lower level of average earnings.
Finally, the structural analysis of the two provinces is
made in a broad perspective of the economic growth in Canada
as a whole, as well as in its two largest provinces. (See

Chapter II).

(22) - The literature on the subject includes:

- H. S. Perloff, E. S. Dunn, E. E. Lampard, and R. F.
Muth, Regions, Resources, and Economic Growth, The
John Hopkins Press, Baltimore, 1960.

- A. Raynauld, Croissance et Structures édconomigques de
la Province de Québec, Ministére de 17Industrie et
du Commerce, Québec, 19€1.

- E. F. Denison, The Sources of Economic Growth in the
United States and the Alternatives before Us, Com-
mittee for FEconomic Development, New York, 1962.
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€. The Geogrephical Unit in Regional Economic Analysis

In this analysis, the provinces of Quebec and
Ontario are treated as separate and single regional economic
entities. The acceptance of Quebec as an economic region can
be justified on the ground of the political and socisl parti-
cularities of that Province as well as by the objectives of
the present analysis. Due to the ambiguities of the concept
of a "region" and to the inherent limitations of the regional
approach, some brief comments on the concept of an economic
region are indicated. .

The problem of setting boundaries for regional
economic analysis is a complex one. Some rules have been
established, and in setting the issue reference can be made

(23) The delineation

to these generally accepted principles.
of regions involves several main criteria. Boundaries may
be set up in defining a region by the likeness of its com-
ponent characteristics or by the presence of a nucleus or
area of influence. The first of these two principles is

called the "homogeneity" principle, and the other is known

as the "functional integration" principle.

(23) = The reference literature on the subject includes the

works of the following writers:

- National Bureau of Economic Research, Regional
Income, Conference on Research on Income and Wealth,
Volume 21, Princeton, 1957.

- H. 3. Perloff, E. S. Dunn, E. E. Lampard, and R. F.
Muth, Reglons, Resources and Economic Growth, John
Hopkins rFress, Baltimore, l19060.

- W. Isard, Methods of Regional Analysis, Technology
Press and Wiley and Sons, New York, 1960.
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An area may be said to be homogeneous if it is
alike in a single characteristic or in a group of cherac-
teristics. It may be alike in some and different in others,
but the similarities in the characteristics and trends must
outweigh the differences. In February 1955, the U.S.
Department of Commerce's Regional Classification Committee
used the following nine indices of homogeneity in establish-
ing its regional division of the American economy:

l. Per capita income, 1951.

2. Percentage urban, 1950.

3. Percentage income from manufacturing, 1951.

li. Percentage income from sgriculture, 1951.

5. Percentage income, Indian and White with

Spanish surname, 1950.

€. Telephone per 1000 population, 1950.

7. Infant deaths per 1000 live births, 1949.

8. Net migration, 1949-1950, as percentage

of 1950.population.
9. Percentage change in total income,
1929-1951.

This homogeneity principle is a useful one though
it is subject to certain limitations. The use of this
principle to set regional boundaries requires that the various
parts of the country that share certain economic (and/or
non=-economic) characteristics be grouped under the same

region. But since the latter change over time, the use of
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"homogeneity" criterion necessitates that any regional
delineation be revised from time to time. Perloff mentions
that what is "ecalled for is a modification of the usual
homogeneity principle."(zu) According to him, by assessing
the changing relative status of the various reglons of a
country, the demarcation of regions itself must be taken as
an analytical variable.

The second principle of regional delineation
requires that a region comprises all the area that 1s orga-
nized around a centralizing node or nucleus and operates as
a unit. In other words, in delimitating regional boundaries,
the various existing "nodal regions" or "leading industries"
must be taken 1into saccounte.

A nodal region might be a market center, a source
of supply of a wide variety of goods and services or an
avenue of access to other nodal points. A metropolitan area,
with its suburbs and broad hinterland, typifies a nodal
regions It is to this concept of the nodal region that
Isard and Freutel were referring when they mentioned that
the appropriate criterion for regional demarcation should
be "internal interdependence of income, as revealed through

n(25)

flow phenomena. Income and product flows within the

2 - H. 8. Perloff, M"Assessing Regional Progress", Regional

(2) Income, Conference on Rggear%h on Incoﬁg and’w53§fﬁ_—“
Volume 21, Princeton, 1957, pe. 39,

(25) = W. Isard and G. Freutel, "Regional and National Product]
Projections, Long Range Economic Projection, Studies

in Income and Wealth, National Bureau of Economic
Regearch, Princeton, 1954, p, lb&,
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boundaries of the nodal area have to be more important than
flows with the rest of the country for this area to be
congidered as a distinct regional economic entity.
The question that now arises is whether the
Province of Quebec, on the basls of the gbove-mentioned
principles, can be taken as a distinct economic region.
Pierre Harvey believes that this would be justified. He
maintains that:
Ontario's economy differs extremely from that
of Quebec; and Quebec itself is more than just
one of the ten political subdivisions of Canada,
iﬁai:ciisgszgc:??ﬁg?ic region with marked
Harvey is aware that Quebec fits only partially
the concept of an economic region when the latter is
defined as an area within which economic activitlies are at
once original and closely integrated around a core of some
sort. But, since Quebec's unemployment problems and the

(27) are different e those 6%

nature of its labour force
Ontario, it 1s acceptable to treat Quebec as an economic
region distinct from Ontario.

Also it cen be argued that while homogeneity and

functional integration are basic criteria in the delineation

(26) = P. Harvey, "The Economy of Quebec", The University of
Toronto Quarterly, April 1958, p. 330.

(27) = A. Raynauld mentions that laebour in Quebec is less
mobile than in Ontario; opecit., p. 33.
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of areas, a number of other factors have to be taken into
account. The latter includes the area of group conscious~
ness, i.e. the areal extent of the "we" when the question
"how well are we making?" is asked.(za) And on the basis of
this "group consciousness" criterion it is justifiable to
refer to the Province of Quebec as a single economic region.
This view is expressed by Camu, Weeks, and Sametz, when they
mention that "in the delineation of zones and regions,
allowances must be made for politicel boundaries and admin-
istrative and socio-historical realities.(29)
Finally, the nature and vpurpose of this analysis
justify us to refer to Quebec (and Ontario) as a region. As
pointed out by the three authors mentioned above, while there
must be a theoreticsl concept underlying any regional de-
lineation, the first condition for such economic zoning must
be usefulness and utility. "The region must be useful as a
basis for estimating the impact of changing economic con-
ditions (involving both domestlc and foreign factors), for
interpreting economic conditions, for dealing with current
problems, and so forth."(3o) Therefore, it is not only
justifiable to consider Quebec as being a single and distinct

economic region on the ground of the political, social and

(28) = H. S. Perloff, opocit., p. 39.

(29) = P. Camu, E. P. Weeks and Z. W. Sametz, Economic
Geography in Canada, Macmillan and Co., Toronto,
196, p. 2€E3.

(30) - Ibido, Pe 265.
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economic considerations discussed above, it is desirsable to
do so because such an approach reveals the particularities
of Quebec's economic growth. Through a comparative analysis,
it will be possible to discover to what extent structursal
changes differ between Quebec and Ontario and what have been

the economic growth implications of such divergencies.
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CHAPTER II

1. Economic Growth in Perspective

lowed a somewhat irregular path and produced anomalous re-
sults.
nomic growth over the last three decades and particularly
since the end of World War II.
even, at times rapid, at times slow, at times coming to a

halt, as Quebec, together with other parts of Canada, for a

temporary period felt the impact of recession or depression.

industrialization and rapid economic growth, the Province of
Quebec was not able to offer to its people as high a level of
real income and standard of living as most other parts of

Canada have been able to do for their peoplee.

though it is the second most industrialized Province of
Canada - on the basis of the volume of industrial output(l)
and the number of workers employed in manufacturing(e)-

ranks sixth in personal income per capita(3)

Since 1931 the economic growth of Quebec has fol-

The Province of Quebec has undergone a rapid eco-

However,

facturing productivity. (4

(1)
(2)

(3)

(L)

Dominion Bureau of Statistics,
1963, Queen's Printer, Ottawa,

Dominion Bureau of Statistiecs,
of Canada, Section ¢, Province

But this growth has been un-

over the longer term, in spite of heavy

Quebec even

and in manu-

Survey of Production
1960, p. I1la
Manufacturing Industries

o Quéebec, 1963,

Queen's Printer, Ottawa, 196¢,
Dominion Bureau of Statistics,
and Expenditures 196lL, Queen's

Pe 36
Dominion Bureau of Statistics,
of Canada, Section c, Province

Pe 12.
National Accounts Income

Printer, Ottawa, 1965,

Manufacturing Industrieg
of Quebec 1963, Queen's

Printer, Ottawa, 1966, p. 12,
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An explanation of the anomaliej@~-. mentioned above
based on an analysis of structural differences, can be faci-
litated by setting the examination into a broader per-
spective of a comparative description of economic growth in
Quebec with that of Ontario and Canada as a whole. This can
be done by tracing the key indices of growtn in both 1its
volume and welfare aspects over the period under study.
Changes in volume are measured in terms of variation in total
production, income, population, labour force and employment.
Changes associated with economic welfare are ¥hose related to
changes in per capita real income.

To facilitate the analysis presented in this study,
use was made of a model. This model tells what indices (of
growth) or what aggregates to trace back, and in what order
they should be presented.

An economic growth model can be of a "demand" or
of a "supply" type. The demand approach consists of studying
the determinants of total demand (i.e. consumption, and
private and public investment) as well as the causes and
results of a growing demand. The supply approach consists
of analyzing how output is created physically (or techni-
cally), and how it 1s increased in time. 1In this perspec-
tive analysis of Quebec's economic growth, the supply approack
is followed. It was decided to use the latter approach
because the malin purpose of this dissertation is to explain

in structural terms why the end result of economic activity,
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l.e. real income per capita, is lower in Quebec than in
Ontario.

Income and production originate from man's efforts
to utilize and transform his material enviromment. In other
words, income and production (or economic growth) are "the
resultant of human effort in making use of the productive
capabilities of a nation."(S)

Beconomic growth is due to a variety of causes.
Firstly, it comes from development, i.e. from the transfer
of workers and capital from low to high productivity
industries. Secondly, growth cen be the result of an ex-
panding population. As long as the labour force partici-
pation rate and the age structure remain the same, and as
long as the marginal productivity of workers is greater than
zero(e), a growing population will tend to create an increase
in Gross National Product. Growth will also occur if the
labour force participation rate, or the employment rate of

the labour force, or the annual hours of work increase.

(5) - 0. J. Firestone, Broadcasting and Economic Growth,
address to the Canadian Broadcast Executive Society,
Toronto, Park Plaza Hotel, October 1966, p. 3.

(€) - As mentioned by T. M. Brown, (Canada Economic Growth,
a study prepared for the Royal Commission on Health
Services, Queen's Printer, Ottawa, 1965, p. 16) the
marginal productivity of workers will be greater than
zero if the lebour force is in appropriate proportions:
to the available natural resources and capital equip-
ment. Therefore with population growing, the natural
resources and capital bases will have to be widened if
growth is to be maintained.
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Another major source of growth in G.N.P. 1s increased in
average productivity. To quote Brown:
This growth arises from steady accretion of ad-
vances and improvements in education, workers!
skills, managerial skills, and administration;
and from the myriad of lesser scilentific and

technologica% ?iscoveries, inventions and minor
inmovations. (7

In sumary, the supply approach to the theory of
economic growth consists of explaining the growth of pro-
duction and income by referring to key varlables which in
this thesis are taken to include population, labour force,
employment and productivity.

(a) The Growth of Population, Labour Force,
BEmployment and Productivity

The growth of population, in any country that has
passed the stage of take~off, is a direct stimulus to the
growth of its production. A growing population assures the
increasing number of consumers required to absorb the in-
creasing quantity of goods and services produced, as well
as the increasing number of workers necessary to produce
this increasing amount of output. The economic growth
stimulated by Quebec's population is often explained by the
latter "stability and industriousness™. A better index of
the role played by Quebec's population in that province's
economic growth, 1s the rate at which it has increased

gsince 1931,

(7) - T- MQ Brown, OPQCito, p. 18.
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As Tables 1 and 3 indicate, the population of
Quebec has increased by 2,687,000 between 1931 and 1964, from
2,875,000 to 5,562,000, This increase corresponds to an
annual compound rate of 2.02 per cent. The population has
been increasing more rapidly at the end of the 1931-196lL
period than at the beginning. The percentage rates of
increase for the periods 1931-1941, 1941~1951, 1951-1961 and
19€1-196L are 15.9, 21.7, 29.7 and 5.8 respectively. This
acceleration of the rate at which population was increasing
between 1931 and 1964, as well as the levelling off of this
trend at the very end of the period 1931-196l, reflects the
movements in birth and death rates since 1931 in the
Province of Quebec.

Table 2 shows that the average crude birth rate
for the period 1931-1935 and the period 1936-1940 was 2€.6
and 24.6 respectively. During the periods 1946-1950, 1951-
1955, 1956-1960 and 1961-196l;, the average crude birth rate
was 30.l, 30.0, 28.6 and 24.8 respectively. During the
entire period 1931-196l, the death rate has been contin-
uously declining. This rate was 11,0 between 1931 and
1935, and has decreased to 6.9 between 1961 and 196L. Net
migration was also higher toward the end of the period
1931-196l, Indeed, as can be seen in Table 3, net migration
was negative before 1951, and the growth of population in
Quebec up to 1951 remained essentially a domestically
jnduced phenomenon. Between 1951 and 196lL, net
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TABLE 1

TOTAL tOFULATION AWD FE.CEKTAGE IWC:1EASE
FOx EACH rE:IOD, CANADA,
WULSEC, AND ONTAWIO, 1931.1964
{ropulation in Thousands)

19531 1941 1951 1901 1964
ter Cent fer Cent Fer Cent rer Cent rer Cent ..ate of
Total Chance lotal Change lotal Change Total Change Total Change Increase
19351-1904
Canada(a) 10,377 18,1 11,507 10.9 14,009 21.¢& 18,238 30.2 19,235 5.5 1.99
<uebec 2,875 21.8 3,332 15.9 4,05 21,7 5,259 29.7 54502 5.8 2,02
Ontario 3,432 17.1 3,788 10.4 4,598 21.4 6,236 _35.0 6, 586 5.6 1,99

SOU.CE: ~Dominion Bureau of Statisties, 1961 Census of Canada, Gueen's Frinter, Ottawa, 193, Vol. VII,

Bulletin 7.1-1, pp. 1-2.
-Dominion bureau of Statistics, Vital Statistics 1964, Queen's rrinter, Ottawa, 1966, p. 46,

(2) Including Newfoundland.
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1931.35
1936-40
194145
194650
1951-55
1956-60
196164

1931-35
1936-40
194145
1946-50
195155
1956-60
196164

1931-35
1936-40
194145
194650
1951-55
195660
1961-64

SQOURCE:

TABLE 2

BIRTH, DEATH, AND NATUKAL INCREASE nATES,
BY SELECTED FIVE-YEAR PExIODS, CANADA, QUEBEC
AND ONTARIO, 1931-1964

Births Deaths Natural Increase
canapa(e)
21.6 9.8 11.7
20,7 9.9 10.8
23.7 9.8 13.9
27.6 9.3 18.3
28.0 8.5 19.5
27.5 8.0 19.5
24,9 7.7 17.2
QUEBEC
26,6 11.0 15.6
24,6 10.4 14,2
28,4 9.9 18.5
30.4 8.9 21.5
30.0 8.0 22,0
28.6 7.3 21,3
24,8 0.9 17.9
ONTARIO
18.5 10.2 8.3
17.5 10.3 7.2
19,9 10.2 Q.7
24,6 2.9 14,7
26,1 9.1 17.0
26,4 8.5 17.8
24.3 8.2 16.1

-Dominion Bureau of Statisties, 1961 Census of Canada, Queen's Printer,
Ottawa, 1963, Vol. VII, Bulletin 7.1.1, pp. 5-6.

-Dominion Bureau of Statisties, Vital Statistics 1964, Queen's Frinter,
Ottawa, 1966, p. 68.

(a) Excluding Yukon and Northwest Territories.
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Population Increase

TABLE 3

FACTORS IN THE GROWTH OF POPULATION OF
CANADA, QUEBEC, AND ONTAkRIO, 1931.1964

(Population in Thousands)

Natural Increase

Net Migration

1931.41(a) 1,130
19m-51(a) 214

195,-61
196164

193141
1941-51
195161
1961.64

193141
1941..51
195161
196164

SOURCE:

Percentage FPercentage
of total of total
Number Percentage  Number Increase Number ° Increase

CANADA .

10,9 1,222 108 - 92 -2

21.8 1,972 R 69 8

4,229 30.2 3,148 Y 1,081 26

997 5.5 9%5 97 32 3
QUEBEC

Ls7y 15.9 559 10l -2 -1

2k 21.7 736 102 =12 -2

1,204 29.7 998 83 205 17

303 .8 290 % 13 L
ONTARIO

3% 10.4 278 78 77 22

810 21.4 505 62 305 38

1,637 35.6 953 58 685 2

350 5.6 309 88 L4 12

-Dominion Bureau of Statistics, 1941 Census of Canada, King's Printer,
Ottawa, 1950, Vol. I, p. 17.

~Dominion Bureau of Statistics, 1951 Census of Canada,

Ottawa, 1956, Vol. X, p. 13.
~-Dominion Bureau of Statistics, 1961 Census of Canada, Queen's Printer,
Ottawa, 1963, Vol. VII, Bulletin 7.1.1, p. 7.

-Dominion Bureau of Statistics, Vital Statistics 1964,
Ottawa, 1966, pp. 68, 94.

(a) Excluding Newfoundland.

Queen's Printer,

Queen's Printer,
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Year
1331
1941
1951
1961 (b)

Ler Cent Change

TALLE &4

TOTAL POPULATIO% %hD NULLE: JCAL AND PE.CENTAGE
DIST.ISUTION oY FAwn'?/ AND NON_FAnll FOn CANADA, QUELEC
AND ONTAnIO, 1931.1961

(Population in Thousands)

Farm Fopulation
Total Fopulation Farm ropulation as a per cent of total

hon-Farm ropulation

13151
1951-61
1931.61

SOU Ch: -Dominion bureau of Statistics, 1961 Census of Canada, Wueen's frinter,

Canada Quebec Ontario Canada Quebec Ontario Canada Quebec Ontario Canada Quebec Ontario
10,377 2,875 3,432 3,288 759 784 31 26 23 7,139 2,116 2,648
11,507 3,332 3,788 3,113 827 691 27 25 18 8,394 2,505 3,097
14,009 4,05 4,598 2,816 769 78 20 19 15 11,193 3,287 3,920
18,238 5,259 ¢,230 2,275 7h7 777 12 14 12 15,93 4,512 5,459
35.0 41,1  33.9 =144 1.3 3 - - - 5.8 55.3 48.0
30,2 29,7 35,6 -19.2 =2.9 -1.1 - - - 2,6 37.3 39.3
75.7 82.9 81,7 -30.8 -1.6 - 9 - - - 123.6 113,2 106.2

wulletin 7.1-2, Tables xI, XII,

(a) dased on 1951 definition of "farm", See AFPENDIX A.
(b) rersonal estimate, The Canada figure includes hewfoundland, See AFFENDIX A,

Ottawa 1963, Volume VII,
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migration added 218,000 persons to the population of Quebec
which amounted to 15.5 per cent of the total increase of
1,507,000 experienced during these two years.

Over the period 1931-196l4, the population of age 15
and over increased by 1,792,000 from 1,852,000 to 3,€lLl,000,
or at an annual rate of 2.07 per cent which is a little high-
er than the rate of 2,02 per cent at which total population
increased over the same period. But due to longer schooling
and earlier retirement, the labour force participation rate
(i.e., the proportion of the population 15 years of age and
over at work or willing to work) declined by more than two
percentage points from Sl4.8 per cent in 1931 to 52.0 per cent
in 196li, This overall decline in labour force participation
rate was interrupted by an actual increase during the period
1941-1951 (see Table 5 on page 33)e The war and post-war
high level of economic activities made the labour force in-
crease faster than the population of age 15 years and over
during this 1941-1951 period, or by 2l per cent compared to
19 per cent for the latter. But as Table & on page 3l shows,
for the entire period 1931-196l;, labour force increased by
87 per cent while population of age 15 years and over in-
creased by 97 per cent.

More significant than labour force as an index of
economic growth is the rate at which employment increases.
Table 7 on page 35 indicates that between 1946 and 1964 civil-

jan employment increased by Li2 per cent from 1,283,000 in 194 6

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES



TABLE 5

KUMgE« AND FEWCENTAGE OF LALOU. FOuCE BY SEA
¥Ow CANADA, WUESEC, AND ONTA.IO, 1N SELECTED YEA.S

(ropulation and Labour Force in Thousands)
Labour torce

Total ropulation 15 Years and Qver liumber % of Total ropulation % of 15 Years and Over
lotal l.ale Yemale Total fale remale Total lale lemale Total lale Female Total male lemale
cahapa(a)

1531 10,353 5,307 4,997 7,086 3,710 3,3% 3,908 T 3,245 663 37.7 ©0.5 13.3 552 874 19.0
1eu1(P) 11,400 5,801 5,599 8,297 B,274 4,023 4,84 3,32 831 36.4 5.9 14,8 50,4 78,4 20.7
1951 13,984 7,074 5,910 9,72 4,911 4,831 5,277 4,114 1,162 37.7 58,2  16.8 54,2 83.8 24,0
1901 18,200 9,198 9,003 17,023 6,039 5,984 6,458  L,694 1,764 35.5 5.0 19.6  53.7 77.7  29.5
1o06(e) 19,194 0,67 9,518 12,742 0,375 6,306 6,759 4,837 1,922 35.2 50.0 20,2 53.0 75.9 30.2
QUEBEC
1033 2,875  1,4b7 1,427 1,852 933 919 1,014 813 201 35.3 56.2 1.1 54,8 87.1  21.9
1ou1(®) 3,332 1,673 1,659 2,269 1,137 1,132 1,182 R2 259 35.5 55,1 156 52,1 8l.1 22,9
1951 4,0% 2, 022 2,034 2,690 1,326 1,363 1,467 1,127 341 36,2 55.7 16.7 54,6 85,0 25,0
1901 5,256 2,632 2,627 3,39% 1,681 1,715 1,768 1,289 L79 33.6 49,0 18.2 2.1 7.7 27.9
19o6{e) 5552 2 782 2,780 3,644 1,802 1,842 1,895 1,388 507 34,1 49.9  18.2 2.0 77.0  27.5
. ONTAnIO
1931 3,432 1,749 1,683 2,473 1,262 1,210 1,343 T 1,098 249 39.1 62,6 14,8 543 86.7  20.6
1ou1(P) 3,788 1,921 1,800 2,83 1,452 1,411 1,452 1,138 314 38.3 59.2  lo.8 50,7 78.3  22.3
1951 4,508 2,314 2,283 3,358 1,680 1,678 1,883 1,438  Lus 40,9 62.1  19.5 5.0 85.7 20.5
101 ©,23. 3,135 3,102 4,228 2,100 2,122 2,393 1,701 692 38.4 54.2 22,3 5.6 60.7  32.0
1o.u(e) g8 3,303 3,283 4 o3 2,210 2,247 2,547  L,7% 773 38.7 53.7 23.5  57.1 80.1 34,4

oL, .CL: -Dowinion ureau of Statistics, 19%1 Census of Canada, wueen's rrinter, Ottawa, 193, Series 5L, sulletin $L-1, Table 1.
-Uoninion sureau of Statistics, Vital Statistics 1904, wueen's rrinter, Ottawa 1%o, p. 40,
-Dominion bureau of Statistics, The Labour Force,Supplement to march 1965, wueen's rrinter, Ottawa 1965, pp. 5, 23, 26, 45,

{a) =2xcludes lukon and .orthwest Territories.

(b) ~xcludes persons on active serviec on June 2, 1941,

(¢} Ilhe labour force data for 1964 are personal estimates - See AFFENDIX 4.

_ote: lhe "gainfully occupied” rather than the "labour force" concept was used prior to 1951 for delermining the labour force
status of the population,
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TABLE ©

RATE OF CHANGE IN FOrULATION 15 YEARS OF AGE AND OVEx, AND
IN LALOU. FORCE, BY SEX, CANADA, QUEBEC, ONTALLIO, IN
SELECTED YEAKS

Fopulation 15 and Over Labour Force

Yenr Total Male Female Total Male Female
CANADA

1931.1941 17.1 15.2 19.1 7.0 3.3 25.3

1941.1951 17.4 14.9 20.1 26.1 22.7 39.8

1951.1961 23.4 23.0 23.8 22.4 14,1 5.8

1961.1964 6.0 5.6 6.4 L,7 3.0 2.0

19311964 79.8 71.9 88.6 73.0 49,1 189.9
QUEBEC

19311941 22.5 21.9 23.2 16.6 13.4 28.9

1941.1951 18,6 16.6 20.4 24,1 22.2 31.7

19511961 26,2 26.8 25,8 20.5 4.4 40,5

1961-1964 7.3 7.2 7.4 7.2 7.7 5.8

1931.1964 96.8 93.1 100.4 86.9 70.7 153.2
ONTARIO

1931-1941 15.8 15,1 16.6 8.1 4.0 26,1

1941.1951 17.3 15.7 18.9 29.7 26.3 n.u

1951.1961 25.9 25.3 26,5 27.1 18.3 55.9

1961-1964 5.6 5.2 5.9 6.4 4.3 11.7

19311964 80.5 75.6 85.7 89.7 62,2 210.4

SQURCE: Computed from TABLE 5.
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TABLE 7

ESTIMATES OF CIVILIAN EMPLOYMENT IN
CANADA, QUEBEC, ONTAXIO, IN SELECTED
YEARS
(In Thousands of Persons, 14 Years and Over)

Year Canada Quebec Ontario
1931 3,670 N.A, L.A.
o4l L,271 N.A, NJA,
1546 4666 1,283 1,654
1951 5,097 1,420 1,838
1961 6,055 1,652 2,269
196k 6,609 1,827 2,473
Per Cent Change

1946.1951 9.2 10.7 11.1
1946-1964 W.,6 L2.4 49.5

SOURCE:

-Bureau Féderal de la Statistique, Comptes nationaux,
Revenus et Dépenses, 1926-195%, Imprimeur de la
ieine, Ottawa, 1962, p. 103. '

-Dominion Bureau of Statistics, The Labour Force,
Supplement March 1965, Queen's FPrinter, Ottawa, 19635,
PP. 5, 23, 26.
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to 1,827,000 in 196L. Also important as a source of eco-
nomic growth is the growth of productivity. Tables 8 and 9
on pages 37-L0 summarize the growth of value added (constant
dollars) per employee in the mining and manufacturing sec-
tors. Value added per employee in the mining industry in-
creased by 76 per cent between 1929 and 1959 from $2,70L to
$4,768 per employee. For the manufacturing industry the
increase was 37 per cent from $2,101 to $2,879,

Starting in 1959, data on mining and manufacturing
were collected using a new industrial classification and a
new establishment basis. Between 1959 and 1962, value added
per employee in the mining industry increased by 10.3 per
cent from $4,573 in 1959 up to $5,046 in 1962. In the
manufacturing sector, value added per employee increased by
9.7 per cent between 1959 and 1963, from $2,895 in 1959 up
to $3,177 in 1963.

(b) The Growth of Production and Income

Tables 10 to 13 on pages L1=l46 summarize the growth
of the net value of production in commodity production
industries for the period 1931-196li. Both current and con-
stant (1949) dollars figures are presented in Tables 10 and
11. Implicit price indices were developed to deflate both
the total and each of the individual industry net Yalue of
production figures. The Canada indices of real doﬁestic

product by industry of origin were used to derive these im-
plicit price indices. In order to apply the latter to

UNIVERSITY OF OTTAWA - SCHOOL OF GRADUATE STUDIES




Employees by '000

Value added by $000,000
Current dollars
Constant dollars(a)

Value added (constant dollars)
per employee

Employees by '000

Value added by $000,000
Current dollars
Constant dollars(a)

Value added (constant dollars)
per employee

For footnotes see end of table,

95.1

315.1
292.6

3,76
19.7
57.3

53.2
2,704

TABLE 8

MINERAL STATISTICS FOn CANADA, QUEEEC,

AND ONTARIO, 1929-1962

189

107.8

393.2
385.5

3,577

20.9

81.6
80.0

3,833

1949
116.5
800.2
451.3
3,874

26.4
183.2

103.3
3,902

1959(b) 1962

1959
CANADA
1%40.6 98.0
2,061.6 1,438.0
830.3 579.1
5,903 5,908
QUEBEC
37.0 21.8
37,4 248,0
176.2 99.9
4,768 4,573

9l1.0

1,748.0
677.0

7,435
23.7
309.0

119.7
5,046

rer Cent Change

T929-50  1959-62(b)
48 -7
55k 22
184 17
92 2u
88 9
663 25
231 20
76 10
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TABLE 8

MINERAL STATISTICS FOR CANADA, QUEBEC,
AND ONTARIO, 1929-1962 - Continued

Per Cent Change
1929 1939 1949 1959 1959(b) 1962 1929-59 1959-62(b)
ONTARIO -

Employees by '000 24.9 37.2 37.0 57.2 L41.0 33.2 130 - 19
Value added by $6800,000

Current dollars 116.2  188.9 263.7  762.3  L68.1  383.2 556 - 18

Constant dollars(a) 107.9  185.2  148.7  307.0  188.5  148.3 185 - 21

Value added (constant dollars) 4,329 4,974 4,021 5,362 4,598 L, h66 2l - 3

per employee

SOURCE: -Dominion Bureau of Statistics, Mineral Production of Canada 1930, King's Printer, Ottawa, 1932, p. 34.
=Dominion Bureau of Statistics, Mineral Production of Canada 1941, King's Printer, Ottawa, 1943, pp. 28-29
-Dominion Bureau of Statistics, General Review of the Mining Industry, 1959, Queen's Printer, Ottawa, 1961,

ppo A-28’ A-29.

~Dominion Bureau of Statistics, General Review of the Mineral Industries, 1962, Queen's Printer, Ottawa,

1966, pp. A-34, A-35.

(a) The constant 1935~1939 dollars values were obtained by deflating the current dollars values by the

Wholesale Price Index - Non-metallic Mineral Products - for Canada. For an explanation of the technique
used see APPENDIX A.

(b) Since 1959, the mineral statistics have been collected on the basis of a new industrial classification.
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TABLE 9

MANUFACTURING STATISTICS FOr CANADA,
QUEBEC, AND ONTAXIO, 1929-1963

Per Cent Change
1929 1939 1949 1959 1959(P) 1963 T950 — 1050-85(°)
CANADA
Employees by '000 667 658 1,172 1,304 1,288 1,427 9% 11
Value added by $000,000
Current dollars 1,755 1,531 5,331 10,321 10,153 13,173 488 30
Constant dollars(a) 1,891 1,502 2,676 4,272 4,203 5,18 187 23
Value added (constant dollars) 2,127 2,283 2,285 3,27 3,263 3,631 54 1
per employee
QUEBEC
Employees by '000 207 220 390 431 127 Yol 108 9
Value added by $000,000
Current dollars 38 L70 1,652 2,999 2,987 3,747 Ls7 25
Constant dollars(a) 135 u61 829 1,241 1,236 1,474 185 19
Value added (constant dollars) 2,101 2,095 2,126 2,879 2,895 3,177 37 10

per employee

For footnotes see end of table.
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TABLE 9

MANUFACTURING STATISTICS FOR CANADA’
QUEBEC, AND ONTARIO, 1929-63 - Continued

Per Cent Change

1929 1939 1949 1959  1959(P) 1943 1920-50 1959-43(b)
ONTARIO
Tmployees by 1000 329 319 557 616 609 690 87 13
Talue added by 5000,000
Current Aollars 917 791 2,709 5,332 5,230 6,889 L82 32
Constant dollars(a) 71 776 1,360 2,207 2,165 2,710 198 25
Value added (constant dollars) 2,252 2,433 2,442 3,583 3,555 3,928 59 11

par employee

SQURCT: —Dominion Bureau of Statistics, General Review of the Manufacturing Industries, 1959, Queen's Printer, Ottawa, 1962,

(a)

)]

pp. 20 - 21.
-Dominion Bureau of Statistics, lfanufacturing Industries of Canada, Section A, 1959, Queen's Printer, Ottawa, 1961,
p. 21,

~Dominion Bureau of Statistics, Manufacturing Industries of Canada, Section A, 1963 Queen's Printer, Ottawa, 1965,
p. 13.

The constant 1935-1939 dollar values were obtained by deflating the current dollars value by the wholesale Price Index,
Von-rnetallic I'ineral Products - for Canada. For an explanation of the technique use’ See APPENDIX A,
Since 1959 the manufacturing statistics have been collected on the basis of a new industrial classification.
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Agriculture
Forestry
Fishing
Trapping
Mining
Electric Power
Manufacturing
Construction
Total (a)
Total (b)

Agriculture
Forestry
Fishing
Trapping
Mining
Electric Power
Manufacturing
Construction
Total (a)
Total (b)

For footnotes see end of table.

TABLE 10

NET VALUE OF PRODUCTION IN COMMODITY-PRODUCING INDUSTRIES,
IN SELECTED YEARS

(Millions of Dollars)

1935 1941 1951 1961 1964
CANADA

492 736 2,481 1,715 2,199

67 164 660 666 817

21 34 102 110 149

9 15 20 12 13

169 356 770 1,626 2,164

125 183 364 g88g 1,019

1,153 2,605 6,941 10,858 13,748

316 479 1,832 3,701 4,393

1,969 3,930 10,677 15,205 19,292

2,352 4,573 13,169 19,573 24,502
QUEBEC

77 134 316 285 232

23 57 220 174 180

1.8 2.1 3.4 4.7 6.7

1.1 1.4 2.4 1.9 2.1

18 65 165 279 419

48 69 129 254 296

343 815 2,084 3,221  3,9%

85 132 453 872 1,146

488 1,086 2,700 4,045 4,912

596 1,275 3,373 5,092 6,238

Per Cent Change

1931-51 1951-64 1931-64
514 - 11 444
880(c¢) 24 1,113(c)
455 46 708
127 - 34 50
383 181 1,256
202 180 746
454 98 998
480(c) 140 1,290(c)
444 81 883
458(c) 87 942(c)
297 26 192
857(c) - 18 683(c)
106 99 311

66 - 11 47
745 154 2,048

208 129 606
416 90 879
433(c) 153 1,248(c)
393 82 796
466(c) 85 947(c)
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TABLE 10

NET VALUE OF PRODUCTION IN COMMODITY-PRODUCING INDUSTRIES,
IN SELECTED YEARS- Continued
(Millions of Dollars)

Per Cent Change

1931 1935 1941 1951 1961 1964 1931-51 1951-64 1931-64
ONTARIO

Agriculture 147 145 209 573 565 550 289 - 6 273
Forestry n.a. 16 33 119 115 127 658(c) 7 710(c)
Fishing ) 2.0 2.4 3.0 7.0 5.7 5.2 245 - 26 156
Trapping 1.8 1.6 2.8 5.2 2.5 3.9 191 - 24 121
Mining 65 84 158 179 428 395 175 121 509
Electric Power 46 44 65 127 327 361 174 184 678
Manufacturing 625 610 1,360 3,569 5,536 7,190 471 101 1,051
Construction n.a. 122 174 684 1,217 1,434 461(c) 110 1,076(c)
Total (a) 887 886 1,799 4,461 6,864 8,505 410 90 858
Total (b) n.a. 1,024 2,006 5,264 8,197 10,066 414(c) 91 883(c)

SOURCE: - Dominion Bureau of Statistics, Survey of Production 1963, Queen's Printer, Ottawa, 1966, pp. 20-29.
- The 1964 data, mining excepted, was obtained from the Dominion Bureau of Statistics' Industrial
Output Section. The 1964 vaiue for mining is a personal estimate - See APPENDIX A.

(a) Excluding construction and forestry.
(b) Including construction and forestry.
(c) The base year is 1935 and not 1931.

OHAHN® J0 HIMOUD DIWONODH

2h



1931
Amriculture 1,582
Forestry Ned.
Tishing
Trapping ) 55
“ining 265
“llectric Power 72
Tanmafacturing 1,894
Construction Nn.a.
Total(a) 3,868
Total(b) n.a.
Agriculture 213
Forestry Nea.
Tishing ) ¢
Trapping )
iinine 32
lectric Power 25
Manufacturing 611
Construction Neas
Total(a) 987
Total(b) N.a.

For footnotes see end of table.

1235

1,617
220

59

347
102
2,079
471
4,205
l, 396

253
75

37
39
617
127
952
1,154

TABLE 11

NET VALUE OF PRODUCTION IN COMMODITY-PRODUCING INDUSTRIES,

IN SELECTED YERRS

1941

1,817
308

68

576
17
4,195
895
6,826
3,029

330
107

5

104
65
1,313
247
1,817
2,171

(Millions of Constant 1949 Dollars)

1951 1961 196k

2,058
526

92

704
350
6,178
1,556
11, 46k

262
175

I

152
126
1,854
385
2,397
2,957

1,975
4,86

97

1,61,
85l,
8,897
2,369
13,437
16,292

326
127

5

277
246
2,639
558
3,493
4,178

CANADA
2,387
592

103

1,975
1,096
11,295
2,679
16,856
20,127

QUEBEC
253
130

6

382
319
3,250
699
4,210
5,039

Per Cent Change

1-51

30
139(¢)
67

166

392
226
230(c)

143
134(c)
~16
133(¢)
=33

372
404
203
203(¢)

143
156(c)

195164

16
13

12

81
213
83
72
80
76

- 19
- 26

50

153
153
75
82
76
70

é45
1,422
496
L69(c)
36
gll(C)

")

1,094

1,176
432
450(e)
327
337(0)
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A mriculture
forestry
Tishing, )
Trapnineg
‘ining
Aectric Pover
anufacturing
Jonstructlion

Total(a)
Total(h)

SQURC:  — TABLS 10

TARLE 11

NET VALUT OF PRODUCTION IN COiIfODITY-PRODUCING INDUSTRIFES,

IN SELECTZD YZARS - Continued

(11illions of Constant 1949 Dollars)

1931 1935 1941 1951 1961 196/
ONTARIO

579 476 517 75 650 597
Nea. 51 61 9L A 92
18 8 3 9 6 6
107 173 254 163 425 361
28 34 61 122 317 388
945 1,098 2,190 3,176 4,535 5,904
N.3a. 182 325 581 779 a7,
1, Ahb 1,791 3,032 3,947 54933 74259
nea. 2,02, 3,08 4,622 6,796 8,225

Per Cent Change

1

1-51

-18
gu(c)

13

52
343
230

219(c)

137
12a(c)

195164 193164
26 3
- 2 go(e)
- 33 =25
121 237
28 1,286
86 525
50 3g0(e)
8L 336
"8 306(c)

- Nominion Dureau of Statistics, Indexes of Real Domestic Product by Industry of Origin 1935-61, Queen's

Printer, Ottawa, 1943, p. A7.

- Dominion “ureav of Statistics, Annual Supplement to the Monthly Index of Industrial Productiomp Queen's

Printer, Ottawa 1946, p. 19.
9 3

(
(
v('[

a) “xcluding construction and forestry.
b) Including construction and forestry.
c) The hase year is 1935 and not 1931.
ote: TFor an explanation of the technique used for price deflation See APPENDIX A.
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TABLE 12

ANNUAL COMPOUND RATE OF INCREASE OF
NET VALUE OF INDUSTRIAL PrODUCTION CONSTANT
1949 DOLLARS, CANADA, QUEBEC, AND ONTAZIO,
FOR SELECTED FERIODS

Commodity-Production Canada Quebec Ontario
Total(a)
1931.51 4.5 5.3 4.4
195164 4.6 L.3 4.8
1931-64 4,6 b,5 4.6
Total(b)
193151 5.5 6.0 5.3
1951.64 L.4 h.2 L.5
193 5-64 5.0 5.2 5.0

SOURCE: Computed from TAELE 11.

(a) These rates apply to the total net value of commodity-
production, excluding construction and forestry.

(b) These rates apply to the total net value of commodity-
production, including construction and forestry.
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TABLE 13

ANNUAL COMPOUND RATE OF INCREASE OF
NET VALUE OF INDUSTRIAL PXODUCTION, CONSTANT 1949
DOLLARS, BY INDUSTRY,FOR CANADA, QUEBEC, AND ONTARIO,
‘ FOr SELECTED PEXIODS

Canada Quebec Ontario

Agriculture

1531.51 1.3 - o9 -1.0

195164 1.2 -3 1.8
Forestry

1931-51 5.6 5.4 3.9

195164 .9 -2.3 - o2
Fisheries and

Trapping

1931.51 2.6 -2.1 - b

195164 .9 3.2 -3.2
Mining

1931-51 5.0 8.1 2.1

195164 8.0 7.4 6.3
Manufacturing

1931-51 6.1 5.7 6.3

195164 L.8 L4 4.9
Electric Power

1931-51 8.2 8.1 7.6

195164 9.2 7.4 9.3
Construction

1931.51 7.8 7.2 7.5

1951.64 4.3 4,7 3.2

SOURCE : Computed from TABLE 11,
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Ontario and Quebec, the assumption of similar price move-
ments had to be made. Appendix A presents a detalled ex-
planation of the technique used as well as a justification
of the assumptions involved.

Net value of production in constant (1949) dollars
(excluding construction and forestry) increased by 315 per
cent in Quebec between 1931 and 1964, from 987,000,000 up to
o2 billion. This increase corresponds to a compound rate
of increase of lia51 per cent per annum. For the sub-periods
1931~-1951 and 1951-196l;, the corresponding annual rates of
increase are 5,32 and L.53 per cent respectively (see Table
11 on page j3). The growth of commodity production, ex-
cluding construction and forestry, was therefore more rapid
at the beginning of the period 1931-196L than at the end.
More specifically, it was between 1935 and 1951, that
commodity production increased at the fastest rate. For the
sub-periods 1931-1935, 1935-1941, 1941~1951, 1951-1961 and
1961-196l, commodity production (forestry and construction
excluded) increased by 525, 15.1, 5.3, 2.6 and 5.7 per cent
respectively, The effect of the depression and of World
War II i1s avpparent for this period. As mentioned by Angers,
Quebec was one of the Canadian provinces that benefited the
most from the increased activity brought by the war.(B)

This can be explained by the fact that at the beginning

(8) -~ F. A. Angers, "Progrés. industriels du Québec",
Actualitd Economique, Hautes Etudes Commerciales,
Montréal, juillet-septembre 1953, pp. 338-341.
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of the war, Quebec had a large nﬁmber of unemployed (compared
to the other industrialized provinces) that were easily
absorbed by industry. The rapid increase experienced between
1961 and 19€L reflects the fact that Quebec also parti-
cipated in the unprecedented North American prosperity of
the period 1961-196u(9) which incidentally continued into
1967.

Total commodity production itself, increased at
the annual rate of 5.2 per cent between 1935 (the first
year for which data on construction and forestry are avail-
able) and 1964. In 1935, total net value of commodity
production was $1,154,000 and in 196l it reached $5,039,000
(constant 1949 dollars).

As Table 11 on page L3 indicates, the seven indus=-
tries that constitute the commodity production sector have
followed a different growth path since 1931. The high growth
industries were electric power, mining, construction and manw
facturing. Net value of production (constant 1949 dollars)
in these industries increased by 1,176, 1,094, 450 and 32
per cent respectively between 1931 and 196&.(10) Net value
of production in forestry increased by only 95 per cent

between 1935 and 1964, while in agriculture it declined

(9) - The Economic Council of Canada, Third Annual Review,
Queen's Printer, Ottawa, 1966, pp. 237-240.

(10) =~ For construction, the above rate of change is for
the period 1935-1940. The same applies for forestry.
See Table 11 on page U3.
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by 3 per cent and in fishing and trapping it did not change.
Both demsnd and supply factors were responsible for this
variety in the growth experienced by the components indus-
tries of the commodity production sector. As income grows,
the demand for certain goods increasesfaster than the demand
for other goods which are considered less important, e.g.,
agricultural products versus durable consumer goods. Also,
;nd this is pafticularly true for electric power and mining,
the abundant supply of a specific natural resource (for
which there is a demand) will usually be sufficient to induce
a rapid growth of the industry that transforms this resource.
Moreover, these high growth commodity production industries
were also the industries that increased their share of labour
and capital at the fastest rate since 1G31.

A more global indication of economic growth in
Quebec since 1931 is shown by the large increasse in the pro-
vincial product.,: .. i, The Economic Research Bureau of
the’Province of Quebec's Department of Industry and Commerce
estimated that the constant (1949) dollar value of the pro=-
vincial product reached $8.2 billion in 19€L (or $12.3 billion
in current dollars). Using assumptions (explained in Appendix
A) it can be established that in 1931 the constant (1949)
dollar value of the provincial product was $2.1 billion (see
Table 1 on page 50) (or #$1.3 billion in current dollars).

Therefore, between 1931 and 196éli, the provincisl product

A UNIVERSITY OF OTTAWA SCHOOL OF GRADUATE STUDIES
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TAELE 14
GROSS DOMESTIC PAODUCT AT
FACTQR COST, CUKRENT AND
CONSTANT(2) 1949 DOLLAKS, CANADA,
QUEBEC, AND ONTARXIO, 1931.1964
Year Canada Quebec(b)
Current Constant Current Constant
Dollars Dollars Dollars Dollars |
1931 4,699 7,567 1,289 2,076
1941 8,238 12,351 2,160 3,238
1951 21,176 18,559 5,244 L, 596
1961 37,471 26,650 9,915 7,051
1964 L7403 31,827 12,282 8,245
Per cent Change
1931-51 351 145 365 121
1951-64 124 72 133 79
193164 909 321 853 297
SOUACE: .Dominion Bureau of Statistics, National Accounts Income and

(a)
(b)

Expenditure 1966, Queen's Printer, Ottawa 1966, p. 61.

-Bureau Féderal de la Statistique, Comptes Nationaux kevenus
et Dépenses 1926-19%, Imprimeur de la Reine, Ottawa 1962, p.3

-Province of Quebec, Budget Speech, April 8, 1965, p. 62.

The current dollars values were deflated by the implieit price
index of the G,N.E. for Canada.
The 1931, 1941, and 1951 values for Quebec are personal estimates.

See APPENDIX A,

See APPENDIX A,
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increased by almost 300 per cent. This large increase in

the total product of the Province of Quebec was made possible
largely by the overall increase in employment and labour pro-
ductivity that has been experienced since 1931.

The economic expansion in the Province over the
period 1931-1964 manifested itself in several ways. First,
incomes in the Province rose considerably both in current
terms and after allowance is made for rising prices.(ll) In
196l (see Table 15 on page 52) personal income in current
dollars reached $8.9 billion, while in 1931 it was $953,000
In constant dollar terms, the increase was $L.5 billion, fro
$1.5 billion in 1931 up to $6.0 billion in 196l, (see Table
1€ on page 53). Expressed in annual compound rate, this real
increase amounts to an annual rate of L.23 per cent for the
entire period 1931-196l4. The growth of personal income hsas
been more rapid in recent years; between 1951 and 196l,
personal income increased at the annual compound rate of
L.8 per cent, while it increased at the annual rate of 3.9
per cent between 1931 and 1951, Within these two sub=-

periods also, growth has been discontinuous. As shown in

(11) - Incomes data were deflated by the implicit price index
of the GNE (Gross National Expenditure). Implied in
the use of this technique is the assumption that
prices have changed in Quebec at the same rate as
they have in Canada as a whole. This assumption 1is
commented on in Appendix A.
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TABLE 15

PERSONAL INCOME CUwtsENT DOLLAKS
CANADA, QUEBEC, ONTARIO, 1931.1964
(Millions of Dollars)

Year Canada wuebec Ontario
1931 3,615 953 1,533
1936 3,547 926 1,470
1941 5,851 1,470 2,404
1946 9,719 2,339 3,738
1951 15,824 3,763 6,093
1956 21,958 5,423 84702
1961 28,522 74272 11,490
1964 35,153 8,980 14,057

Per Cent Change

1931-1951 338 295 297
1951-1964 122 139 131
1931-1964 872 8l2 817

SQUACE: -Bureau Féderal de la Statistique Comptes Nationaux
Xevenus et Dépenses, 1926-56, Imprimeur de la seine,
Ottawa, 1962, p. 66.
-Dominion Bureau of Statistics, National Accounts Income
and Expenditure 1965, Queen's Printer, Ottawa, 1966, p. 36.
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TABLE 16

PERSONAL INCOME NUMERICAL AND PERCENTAGE

DISTRIBUTION AND RATE OF GROWTH CANADA,
QUEBEC, ONTARIO, 1931-1964 L

(Millions of Constant 1949 Dollars‘®’)

CANADA QUEBEC ONTARIO
Quebec(b)Quebec(C)

Year Personal Income Per Cent Change Personal Income Per Cent Change Canada Ontario Personal Income Per Cent Change
1931 5,821 - 1,535 - - .62 2,469 -
1936 6,116 5.1 1,597 4.0 .26 .63 2,534 2.6
1941 8,772 43.4 2,204 38.0 .25 .59 3,739 47,6
1946 12,508 42.6 3,010 36.6 .24 .63 4,811 28.7
1951 13,869 10.9 3,298 9.6 .24 .62 5,340 11.0
1956 17,168 23.8 4,240 28.6 .25 .62 6,804 27.4
1961 20,286 18.2 5,172 22.0 .25 .63 8,172 20.1
1964 23,597 16.3 6,028 16.6 .26 .64 9,436 15.5
Per Cent Change
1931-51 138 - 115 - - - 116 -
1951 -64 70 - 83 - - - 77 _
1931-64 305 - 293 - - - 282 -

SOURCE: -Bureau Federal de la Statistique, Comptes Nationaux Revenus et Depenses 1926-56, Imprimeur de la Reine, Ottawa,
1962, pp. 68 - 69.
-Dominion Bureau of Statistics, National Accounts Income and Expenditure 1965, Queen's Printer, Ottawa,
1965, p. 36.

(a) The current dollar values were deflated by the implicit price index of the G.N.E. for Canada. See APPENDIX A.
(b) Quebec as a percentage of Canada.
(c) Quebec as a percentage of Ontario.
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Table 16 on page 53, the years 1936-1946 and 1951-1956 were
periods of rapid growth while 1931-1936, 1946-1951, and
1956-1961 have been periods during which the growth of per-
sonal income was not as rapid.

Total income and personal income in real terms are
two indices of the "volume" performance of an economy, but
to study the welfare implications of economic growth, these
two indicators have to be analyzed in relation to populations
Over a period of time, income in real terms may have in-
creased less rapidly than population, and the standard of
living of the population may have experienced a decline.

This has not been the case in Quebec over the
period 1931 to 196li. As Table 17 on page 55 indicates, real
personal income per capita increased by 102 per cent between
1931 and 196él, or at the annual compound rate of 2.16 per
cent. In 1931, personal income per capita was $535 and in
196l it had reached $1,083. This global increase in real
income per capita over the period 1931-196lL has taken place
at irregular pace. It is only in 1938 that per capita income
reached the pre~depression levels, On the other hand, the
periods 1936-1941, 1941-1946 and 1961-196L were times of
particularly rapid growth. Between 194€é and 1951 a decline
of 2.0 per cent in real income per capita was experienced.
This was the result of a particularly low annual rate of
increase of personal income of 1.85 per cent between 1946

and 1951 (compared to an annual rate of 4.23 per cent for
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TABLE 14
T

PERSONAL INCOME PER CAPITA CONSTANT 1949 DOLLARS, NUMERICAL DISTRIBUTION,
RATE OF CHANGE, AND COMPARISON BETWEEN CANADA, QUEBEC,
AND ONTARIO, 1931-1964

QUEBEC

CANADA ONTARIO

Personal Income Personal Income Quebec{a) Quebec (b) Personal Income
Year Per Capita Per Cent Change Per Capita Per Cent Change Canada Ontario Per Capita Per Cent Change
1931 560 - 539 - .96 .74 720 -
1936 559 -.2 516 -3.6 .92 .73 703 -2.4
1941 762 36.3 661 28,1 .87 67 987 40.3
1946 1,018 33.6 830 25.6 .82 .71 1,175 19.0
1951 990 -2.8 813 -2.0 .82 .70 1,161 -1.2
1950 1,067 7.8 916 12.7 .86 .78 1,259 8.4
1961 1,112 4,2 984 7.4 .88 .75 1,311 4.1
1964 1,226 10.3 1,083 10.0 .88 76 1,433 9.3
Per Cent Change
1931-51 77 - 52 - - - 61 -
1951-64 24 - 33 - - - 23 -
1931-64 119 - 102 - - - 99 -

SOURCE: -Dominion Bureau of Statistics, National Accounts Income and Expenditure 1965, Queen's Printer, Ottawa, 1966, p. 58.

-Bureau Federal de la Statistique, Comptes Nationaux Revenus et Depenses 1926-56, Imprimeur de la Reine, Ottawa, 1962, p. 102.

~-TABLE 16.

(a) Quebec as a percentage of Canada.
(b) Quebec as a percentage of Ontarlo.
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the whole period 1931-196lL) and of a high rate of population
increase of 2.3 per cent (compared to an annual increase of
2.0U2 per cent for the entire period 1931-196l).

2 Economic Growth Compared: Quebec, Ontario and Canada

The real significance of economic growth experi-
enced by Quebec since 1931 can be facilitated if compared to
the growth experienced in Ontario and Canada during the same
period. Such a comparison becomes meaningful when both the
rates of growth and the levels reached are analyzed. The
following comparison is developed within a supply framework:
it is extended to the "supply" determinants of production
and income, e.ge., population, labour force and employment,

(a) Population, Labour Force and Employment Compared

In 1931, the population of Quebec was 27.7 and 83,7 per
cent respectively of the population of Canada and Ontario.
In 1951, these percentages had increased to 28.9 and 88.2.

In 196l, Quebec'!s population as a percentage of that of
Ontario and Canada was still at a higher level than it was
in 1931, but it had decreased 1n comparison to what it was
in 1951. In 196élL, Quebec had a population of 5.6 million in-
habitants which was 28.8 and 8li.l per cent of Canada's and
Ontario's population respectively. During the whole period
1931=-196l, the rate of natural increasse was greater in Quebec

than in Canada and Ontario (see Table 2 on page 29 ). During

that period, population increased at the ennual campound rate
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of 2.02 per cent in Quebec, and at the annual rate of 1.99
per cent in Canada and in Ontario. Theretfore, the "economic
growth stimulus™ of population expansion should have been
somewhat more important in Quebec than in Canada and Ontario
during this period.

Since 1931, the population participation rate (e.ge
lsbour force as a percentage of totsl population) has always
been smaller in Quebec than in Ontario. In 1931, 35.3 per
cent of the population of Quebec was at work or willing to
work, while this percentage was 37.7 and 39.1 for Canada and
Ontario respectively (see Table 5 on page 33 ). In 196l, the
population participation rate was 3lL.1 per cent in Quebec
and 35.2 and 38.7 per cent in Canads and Ontario respectively
Therefore, during the entire period 1931-196L, a smaller
fraction of the population was gainfully occupied in Quebec
than was the case in Canada and Ontario. This had a
depressing effect on per capita income of Quebec as compared
to the standard of living enjoyed by the people of Canada
as a whole and of Ontario (see Page 6li).

The disadvantage suffered by Quebec in its pop-
ulation participation rate, is due to the fact that since
1931 there have generally been proportionately fewer people
of age 15 years and over in Quebec than there were in Canada
and in Ontario. This structural difference between the
population of Quebec and the population of Canada and

Ontario is explainable by the fact that immigration has been
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a more important factor of population growth in Csnada and
in Ontario than in Quebec. Indeed, until 1951, net nmi-
gration has been a negative factor in the growth of the
population of Quebec.

Moreover, the women of Quebec for sociological
and economic reasons (e.ge, size of the family, less
advanced urbanization) tended to remain at home while the
women of Ontario were more willing (at least until 1951) to
seek gainful employment. Finally, there is a relatively
greater number of persons in religious institutions in
Quebec than in Ontario.(le) This last factor also contri-
butes to make the population participation rate of Quebec
lower than that of Ontario.

In 1946, Quebec had a civilian employment of
1,283 thousand which was 70 per cent and 28 per cent of
civilian employment in Ontario and Canada respectively. At
the same date the population of Quebec was 81 per cent and
30 per cent of Ontario's and Canada's population. In 196l
Quebec's civilian employment as a percentage of Ontario's

and Canada's civilian employment was 75 per cent and 28

(12) - In 1951 there were in Canada 28,105 clergymen, nuns
and brothers, while in Quebec and Ontario there were
13,88l end 6,766 respectively. In 191 the persons
in religious institutions numbered 33,715 in Canada
and 13,784 and l,389 in Quebec and Ontario res-
pectively. 1951 Census of Canada, Volume IV, Table
i, poli=1. 1961 Census of Canada, Volume 3, Bulletin
3, 1-3, Table 6, p. C-=l.
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per cent respectively, while Quebec's population as a per=-
centage of Ontario's and Canada's population was 85 per cent
and 29 per cent respectively. These comparative figures
reveal that Quebec's share of total Canadian civilian em-
ployment was lower than it should have been on the basgis of
its share of Canada's population only. This economic dis-
advantage suffered by Quebec has been caused firstly by the
smaller size of its labour force (i.e., in relation to total
population). Secondly, the unemployment rate in Quebec has,
as a rule, been higher than that of Canada and Ontario.(lB)
The high unemployment rate of Quebec can be
partially explained by its relatively low level of invest-
ment and by the structure of its labour force. The Economic
Council of Canada has established that for the period 1951-
19¢l;, investment per capita in Quebec has been equal only
to 83 per cent of the Canadian average, while the Ontario
figure was higher than the Canadian figure by 5 per cent.(u”

Investment being a primary determinant of the level of em-

ployment, it is 1likely that unemployment would have been

(13) - Le Conseil Economique du Canada, Deuxieme expose
annuel, 1l'Imprimeur de la Reine, Ottawa 1965, p. 128.
- The Senate of Canada, Report of the Special Commlttee
of the Senate on Manpower and Employment, Queen's
Printer, Ottawa 1961, pe Tl.
(14) - Le Conseil Economique du Canada, Deuxieéme expose’
annuel, 1'Imprimeur de la Reine, Ottawa 1965, p. 133.
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lower in Quebec had it not been for the low level (compared
to Ontario) of investment in that province during the period
covered in this study. Moreover, there are relatively more
people in Quebec than in Ontario. who are employed in such
industries as forestry, fishing, construction, public
utilities, and transportation. These industries are the
industries that are the most severely affected by seasonal
unemployment. Also in some areas of Quebec, it is "the less
stgP}e manufacturing industries which predominate".(15)

This latter fact reinforces the seasonal character of em-
ployment in Quebec.

(b) Production and Income Compared

In 1935, Quebec's industrial production amounted to 24
snd 57 per cent of that of Canada and Ontario. In 196lL,
these percentages were 25 and 60. Between 1935 and 1955,
Quebec's industrial production as a percentage of that of
Ontario and Canada remains almost constant (see Table 10).
This can be explained by the fact that during this period
industrial production grew at almost the same rate in Quebec,
Ontario and Canada. André Raynauld established, through the
least square method, that industrial production increased at
the annual rate of 10.5 and 9.8 per cent (between 1935 and
1955) in Quebec and Ontario respectively. This similarity

in the overall growth of commodity production of Quebec and

(15) - The Senate of Canada, op.clt., pe 75
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Ontario was, according to Raynauld, the result of the equal-

izing role of free movements of people, capital and goods

(16)

between the two provinces.

(17)

W. Hard and A. Scott share
Raynauld's views.

Since 1951 though and particularly since 19€1,
industrial production tended to increase at a slower rate in
Quebec than in Ontario and (to a lesser extent) in Canada.
All the industries of the commodity-production sector, ex-
cept fishing and construection, have increased their value
added at a slower rate in Quebec than in Canada and Ontario
(see Table 13), Between 1951 and 196éL, total commodity-
production increased at an average annual rate of L.2, L.l
and .5 per cent in Quebec, Canada and Ontario respectively.
During this period, as was seen earlier, population and
labour force increased less rapidly in Quebec than in Ontaria
Also, investment funds in Quebec, particularly since the mid-
fifties, have been increasingly allocated to such sectors as
housing, institutions, goverrments, services, and utilities.
In Ontario, a greater proportion of total investment was

allocated to manufacturing industries, non-residential

(16) = Ae. Raynauld, op.cit., pe U8.
(17) - W, Hard and A. Scott, Production, Travail et Capital,

dans l'Economie Canadienne, Commission d'Enquéte
sur les perspectives économiques du Canada,
1!'Imprimeur de la Reine, Ottawa, 1957, pp. 75, 85.
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(18)

construction and to primary industries.

Real income per caplita is the index most fre-
quently used to compare the economic performance of two
regions. Per capita income (constant dollars) in 1931 was
$535 and $720, in Quebec and Ontario respectively, that of
Quebec being T4 per cent of that of Ontario. In 1951,
per capita income of Quebec was 70 per cent of that of
Ontario. Since 1961, per capita income increased more
rapidly in Quebec than in Ontario and in 196, Quebec's per
capita income was 76 per cent of that of Ontario.

The recent improvement in Quebec's standard of
living in relation to Ontario's should be considered in an
historical perspective in order to avoid a too optimistic
conclusion. André Raynauld has indicated that the gap
between Quebec's and Ontario's average income has existed,

at least since 1667.(19)

The historical statistical
series that Raynauld presents, also indicate that in many
instances in the past, the income gap between Quebec and

Ontario has been narrowed. But the long term trend is one

(18) - B. Bonin, "Repartition reégionale des investissements
depuis la guerre", Actualite Economique, Hautes
Etuggs Commerclales, Montre€al, janvier-mars, 1960,
Pe Te

- J. Lotte, "L'Evolution récente des investissements

au Canada", Actualite Economique, Hautes Etudes
Commerciales, Montreéal, Janvier-mars, 1962, pp.
655-657.

(19) - A. Raynauld, Opecite., ppe. 58=63.
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of a persisting gap between Quebec and Ontario. This income
gap between Quebec and Ontario has averaged 27.5 per cent
between 1926 and 1958.

If government transfer payments are excluded, the
comparison between Quebec and Ontario is even more dis-
advantageous for Quebec. In 1931, instead of being 7. per
cent of Ontarlo's average earnings, Quebec's average income,
excluding transfer payments is equal to 73 per cent of that
of Ontario. In 1951 and 196l, the proportions are 68 per

cent instead of 70 and 73 per cent instead of 76 respectivelm

The main factors that are responsible for this
income gap between Ontario and Quebec can be grouped under
two types. PFirstly, there are quantitative differences whiech
encompass such differences as the variations in the labour
force participation rate, the number of persons employed,
and the difference in hours worked. The second type of
factor can be called the qualitative differences. The latten
include differences in the structure of earnings (and
productivity) and in the structure of labour force, as well
as differences in the "mix of ocecupations". In this chapter,
only the quantitative differences and their role (in relation
to the income gap between Quebec and Ontario) will be
analyzed. The study of the qualitative factors will be

found in Chapter IIT,.
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According to the Economic Council of Canada, one
of the most important causes of regional differences in
average income in Canade. is the regional difference in
labour force participation rate. The Councll maintains that
"toutes choses egales d'ailleurs, plus forte est, dans une
region, la proportion de la population globale employée a
des emplois reémunerés, plus e€levé y est le revenu par

habitant". (20)

In 1931, the labour force participation rate
in Quebec was 90 per cent of that of Ontario. It can be
calculated that Quebec's average income would have been 82
per cent of Ontario's (or $590 instead of $535) if Quebec's
labour force participation rate had been as high as that of
Ontario at that time. In 1961, Quebec's participation rate
was 89 per cent of that of Ontario and if it had been
identical, Quebec's average income would have been $1,101
(instead of $98l) or 8 per cent of that of Ontario (instead
of 75 per cent).

It was indicated earlier, that unemployment in
Quebec has been traditionally higher than in Ontario. This
higher rate of unemployment (or lower rate of employment)

has also contributed to the 1lncome gap between the two pro-

vinces. In 1961, Quebec's "population-employment" rate

(20) = Conseil Economique du Canada, Troisiéme Exposé
Annuel, 1!'Imprimeur de la Reine, Ottawa, 1960,
DPe 270
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(i.e., total employment as a percentage of total population)
was 86 per cent of that of Ontario. It can be calculated
that if this "population-employment™ rate had been identical
in Quebec and Ontario, Quebec's average income in 1961 would
have been $1,141 (instead of $98l), or 87 per cent of that
of Ontario (instead of 75 per cent).

Finally, provincial variations in hours worked
per week are another quantitative factor that contributes to
regional differences in income. Their effect in Caenada
though has been so small according to Denton that they can
(21)

be ignored. Moreover, this factor has favoured Quebec

since average working hours have been traditionally higher
in Quebec than in Ontario.(eg)

It can be concluded that even if the total number
of man-hours had been the same in Ontario and Quebec in

1931 and 1961, Quebec's average income would still have been

lower to Ontario's by 10 per cent (in 1931) and 13 per cent

(21) - F. T. Denton, An Analysis of Interregional Differences]
in Manpower Utilization and Marnings, Economic Council
of Canada, Staif Study No. 15, Queen's Printer, 1966,
Pe. 10.

In 1939, the average person employed in manufacturing
worked l}7 hours per week in Ontario, and 48 hours in
Quebec. In 1950, average hours of work per week in
manufacturing was 42 hours in Ontario and Yl hours in
Quebec (Private and Public Investment in Canada,
1926-1951), Department of Trade and Commerce, King's
Printer, Ottawa, 1951, pp. 131-133.

(22) -
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(in 1961). There are obviéusly other factors than the
quantitative differences in manpower utilization that have
created the income gap between Quebec and Ontario. Among
these other factors, structural differences are of prime

importence.
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STRUCTURAL DIFFERENCES BETWEEN QUEBEC AND ONTARIO

CHAPTER IIT

The previous chapter established that differences
in the quantitative factors (e.g. the proportion of total
population in the labour force, the proportion of total
population actually employed, hours of work per week) only
partly explain the differences of personal and labour income
that have existed, at least since 1931, between Quebec and
Ontario.

Qualitative factors, sucﬁ as differences in the
structure of employment (or labour force) by industry, and
differences in the productivity of labour, serve as a
supplementary explanstion of the income gap between Quebec
and Ontario. 1) The purpose of this third chapter is to
measure to what extent these qualitative factors were at
work in 1931 and 1961,

l. The Economic Structure of the Province of Quebec

Since 1931

It was said in the introduction, that the concept
"economic structure" could be defined in four different

ways. Here, only three aspects of the economic structure

(1) - Quebec and Ontario have reached a similar stage of
development as far as their economic structure is
concerned. It is in these two provinces that the
Canadian manufacturing industry is concentrated. This
explains why the economy of Quebec and Ontario is
usually studied in comparison with each other rather
than in comparison with Canada as a whole.
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of Quebec will be studied. A description of the changes
that have affected the structure of the population will serve
as a first indicator of the economic changes experienced by
the Province of Quebec since 1931, Then the changing nature
ol the industrial and occupational structure of the labour
force will be gnalyzed and related to the changes that have
occurred in the composition of output since 1931. Finally,
the factors behind these structural changes will be studied.

(a) The Structure of the Population

Table | on page 31 presents data on the farm - non-farm
structure of the population of Quebec for the period 1931~
1961. The concept of a farm has changed since 1931, but the
main idea behind it remains; the farm population is that
part of the total population which lives in a rural area and
which earns its living mainly from cultivating the soil
and/or from stock-farming. Since 1931, the farm population
of Quebec declined by 2 per cent from 759,000 in 1931, to
747,000 in 1961l During the same period, the non-farm
population of Quebec increased by 113 per cent from
2,116,000 in 1931, up to 4,512,000 in 1961. As a result of
this difference in rate of growth, the farm population
amounted only to 1l per cent of the total population in 1961

while it constituted 26 per cent of the total population in

1931,
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Until 1941 the farm population was still increasirg

in ebsolute terms. During the depression years many urban
Quebecers faced with unemployment in the cities, elected to
return to the farm where at least food was in abundant
supply. But with the return of prosperity the trend towards
urbanization was resumed again, this time at an even more
rapid rate. Between 1941 and 1961, the farm population
declined by 11 per cent compared to 2 per cent for the whole
period 1931-1961. Actually, urbanization in Quebec started
between 1911 and 1921,(2) and since then it has been par-
alleled, as will be seen later, by shitts of labour from the
primary agricultural sector to the secondary and tertiary
sectors of the economy. Here it will be sufficient to men-
tion the effect that changes in the structure of economic
activities has had on the rural-urban structure of the pop-
ulation.

(b) The Structure ot the Labour Force

These changes in the structure of economic activities,
to be described later on, "together with technological prog-
resgs and the shifts from direct-production lgbour to indi-

rect-office and supervisory work“,(B) have transformed the

(2) - P. W. Wilson, S. Gordon and S. Judek, Canada: An
Appraisal of its Needs and Resources, Twentieth Ten-
Tury Fund, New York, 1965, Table 3.2, p. 136.

(3) - Ibide, pe 267.
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occupational structure of the labour force of Quebec., If
workers are grouped on the basis of their profession or

trade irrespective of the industry in which they are working
(as in Table 18 on page 71), it can be seen that certain
occupations have become more important in Quebec while others
have declined since 1931,

Table 18 on page 71 shows that the white-collar
occupations increased by 150 per cent between 1931 and 1961,
which is faster, both absolutely and relatively, than any
other occupational group. As a result of this rapid rate of
growth, the white-collar share of the total labour force
increased from 25.9 per cent of the total labour force in
1931, to 37.2 per cent in 1961, Among the white-collar
category, the two fastest growing groups have been the cler-
ical workers and the professionals with a rate of increase
of 211 per cent and 160 per cent respectively.

The particularly rapid growth of the clerical
group has been explained by the rapid expansion of "record-
keeping and psper-work" reguired to meet the increasingly
complex requirements of modern business and govermment.

The growth of the professional occupations reflects the fact
that as income grows, people tend to spend more on health
and on education. It also reflects the rise of government
and community services, as well as the impact of techno-

logical changes which result in greater demand for the
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TABLE 18

PEXCENTAGE DISTRIBUTION OF LABOUR FORCE
BY OCCUPATION, QUEBEC AND ONTARIO, 1931.1961

1931 1961
Occupation Quebec Ontario Quebee Ontario
White collars 25,9 27.7 37.2 41,0
Proprietary and
managerial 5.7 £.1 7.3 8.0
Professional 6.9 6.3 10.3 10.0
Clerical 7.0 8.3 12.3 14.9
Commerce and Financial 6.3 7.0 7.2 8.2
Blue collars 33.3 31.5 30.6 28.5
kanufacturing and
mechanical 13.9 15.3 19.0 18.4
Construction 5.7 5.1 5.9 4.9
Labourers 13.7 11.1 5.7 5.1
Transportation and Communication 6.0 6.8 7.7 6.9
Service 10.0 9.2 11.2 12.3
Primary 24,6 24,7 10.2 8.9
Not stated 2 R 3.1 2.3
A1] occupations 100.0 100.0 100.0 100.0

SOQURCE: -Dominion Bureau of Statisties, 1961 Census of Canada, Queen's
Printer, Ottawa, 1966, Series SL, TAELE 5.
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services of professionally trained personnel in production
and researcn.(u)

The blue-~collar occupational group experienced
between 1931 and 1961 a lower than average rate of increase,
and as a result, its share of the total Quebec labour force
declined by more than 2 percentage points from 33.3 in 1931,
to 30.6 per cent in 1961l. As can be seen in Table 18
page 71 the sharp decline of the sub-group labourers was
mainly responsible for the relative decrease experienced by
the blue-collar occupations. It seems that technological
changes have had a greater impact on labourers than on any
other group of workers.

The "service" occupational group, which includes
persons engaged in personal and protective services, saw
its share of the total Quebec labour force increased by
le2 per cent between 1931 and 19€l. Transportation and
communication also increased theilr share of the total labour
force since 1931. In 1931, transportation and communication
amounted to 6 per cent of the labour force; in 1961 this
percentage reached 7.7 per cent. The higher than average
rate of increase experienced in the last thirty years by
service, transportation and communication occupations, also

reflects the increase that Quebecers have enjoyed in their

(L‘_) - Ibid.’ po 266.
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standard of living since 1931. TUrbanization, growing spe-
ciallization and concentration of industry have also contri-
buted to the rapid increase of transportation and communi-
cation occupations.

The primary industry occupational group is the
only major group which showed an absolute decline between
1931 and 1961. This decline was from 250,000 in 1931 to
181,000 in 1961, or 27 per cent. As a result, the primary
industries share of total employment decreased by 1lh.l per
cent from 24.6 per cent in 1931, down to 10.2 per cent in
19€¢l. Certain occupations within the primary group, howeven
experienced a higher than average rate of increase over this
pericd. Logging and mining occupations, for example, in-
creased by 116 per cent and 122 per cent respectively between
1931 and 19¢1, while the total labour force in Quebec in=-
creased by only 73 per cent over the same period.

The overall trend that can be observed behind
these qnanges that have occurred since 1931 in the occu-
pational structure of the Province of Quebec's labour force
is that occupations requiring a higher level of education
and training have increased faster than any other occu-
pations. Wilson, Gordon and Judek, in their analysis of
Canada's economic needs and resources, have noted that the

Canadian occupational structure has experienced similar
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changes since 1931. They had this to say:
In short economic growth not only entails a chang-
ing industrial structure but also, as both cause
and effect, ever increasing demands for higher
skills and improved quality of labour.(

Quoting Hill and Harbison(é) they added that:
++es & progressing industrial economy becomes in-
creasingly dependent upon the brains and much less
dependent upon the brawn of its working forces.

In Galbraithian words this amounts to say that in a highly

industrialized economy the bulk of economic growth comes

from:

«ee Improvements in men and iTgyovements brought
about by highly improved men.

At the same time as the occupational structure of
Quebec's labour force was changing, the industrial distri-
bution of its workers was also experiencing a profound
transformation. Compared to its occupational structure, the
industrial structure of a labour force 1s more closely
related to the structure of production. For this reason,
the changes that occur in the industrial distribution of the
labour force serve as a more meaningtul indicator of the

changing character of economic activities in a given area.

(5) - Ibido, Pe 25.

(6) - Ibide, pPe 26, a quotation from E. Hill, and F. Harbison
Manpower in American Industry, Princeton, 1959, p. 3.

(7) - J. K. Galbraith, The Liberal Hour, Houghton Mifflin,
New York, 1960, p. 50.
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Teble 19 on page 76 summarizes what has happened
to the industriasl structure of the labour force of Quebec
‘since 1931. To render the analysis more revealing, the
major industry groups have been broadly subdivided into
three principal categories, the primary, the secondary, and
the tertiary sectors.

Between 1931 and 1961, the primary industries,
which include agriculture, fishing and trapping, forestry
and mining, declined absolutely in terms of labour force,
while the tertiary (service) sector, and to a lesser extent,
the secondary (manufacturing and construction) sector ex-
perienced an increase in both absolute and relative terms.
The growth of service-producing industries followed the rise
in the standard of living and accompanylng shifts in the
demand for "luxury" manufactured goods and for social and
personal services.

Between 1931 and 1961, the primary industries
experienced a decline of 20 per cent in their total number
of workers, and their share of the labour force decreased
by more than 13 percentage points down to 11.5 per cent in
1961 from 2L .8 per cent in 1931. Table 19 on page 76
shows that the agricultural lsbour force declined by L1 per
cent between 1931 and 1961, and that its share of the total
labour force was only 7.l per cent in 1961, compared to 21.8

per cent in 1931. What happened to the agricultural labour
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TABLE 19

LABOUR FORCE, 15 YEARS OF AGE AND OVER, BY INDUSTRY DIVISIONS, FOR QUEBEC
AND ONTARIO, 1931-1961 CENSUSES SHOWING PERCENTAGE DISTRIBUTION
BY TINDUSTRY AND DECADE-TO-DECADE PERCENTAGE INCREASE
(Labour Force in Thousands)

Percentage increase

1931(a) 1941 1951 1961
1931~ 1941~ 1951- 1931~
Total % Share Total % Share Total % Share Total % Share 1941 1951 1961 1961
QUEBEC
All industries 1,018.5 100.0 1,181.7 100.0 1,467.4  100.0 1,768.1 100.0 16.0 24.2 20.5 73.6
Goods-producing industries 547.2 53.8 ©89.8 58.5 788.1 53.7 795.3 45.0 26.1 14.3 1.0 45.3
Agriculture 221.8 21.8 249.4 21.1 192.4 13.1 131.2 7.4 12.4 -22.9 -31.8 -40.4
Forestry 16.9 1.7 34.9 3.0 45.0 3.0 42.4 2.4 106.9 28.9 -5.8 1950.9
Fishing and Trapping 6.2 6 7.9 .7 5.2 .4 3.0 .2 27.4 -34.2 -42.3 -51.6
Mining 8.2 8 13.7 1.2 19.9 1.4 25.9 1.5 67.1 45.3 30.2 215.9
Manufacturing 215.3 21.1 310.6 26.3 432.3 29.5 466.4 26.4 44.3 39.2 7.9 116.6
Construction 79.0 7.8 73.2 6.2 93.2 6.4 126.4 7.1 ~7.3 27.3 35.6 0.0
Service-producing industries 418.0 41.0 475.5 40.2 651.7 44,4 921.6 52.1 13.8 37.1 41 .4 120.5
Transportation and utili-
ties 79.4 7.8 79.8 6.8 128.9 8.8 161.3 9.1 -5 1.5 25.1 103.1
Trade 106.0 10.4 131.3 11.1 185.6 12.6 248.1 14.0 23.9 41.4 33.7 134.1
Finance, insurance, and
real estate 26.3 2.6 24.9 2.1 38.9 2.7 62.2 3.5 -5.3 56 .2 59.9 136.5
Community and business 74.6 7.3 88.5 7.5 126.7 8.6 205.6 11.6 18.6 43.2 62.3 175.6
Personal services 102.9 10.1 117.0 9.9 102.2 7.0 135.3 7.7 13.7 -12.2 31.7 31.5
Recreation 4.1 .4 4.1 .3 7.1 .5 9.9 .6 - 73.2 39.4 141.5
Government 24.7 2.4 29.8 2.5 61.7 4.2 99.2 5.6 20.6 107.0 60.8 301.6
Not stated 53.3 5.2 16.4 1.3 27.6 1.9 51.2 2.9 -69.2 68.3 81.9 -3.9
Primary industries 252.9 24.8 306.0 25.9 262.6 17.9 202.5 11.5 21.0 -14.2 -22.9 -19.9
Secondary industries 294.3 29.0 383.8 32.5 525.5 35.8 592.8 33.5% 30.4 36.9 12.8 101.4
Tertiary industries 418.0 41.0 475.5 40.2 651.7 44,4 921.6 52.1 13.8 37.1 41.4 120.5

For footnotes see end of table.
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TABLE 19

LABOUR FORCE, 15 YEARS OF AGE AND OVER, BY INDUSTRY DIVISIONS, FOR QUEBREC
AND ONTARIO, 1931-1961 CENSUSES SHOWING PERCENTAGE DISTRIBUTION
BY INDUSTRY AND DECADE-TO-DECADE PERCENTAGE INCREASE - Continued
(Labour Force in Thousands )

1931(a) 1941 1951 1961 Percentage Increase
1931 - 1941- 1951 - 1931~
Total % Share Total % Share Total % Share Total % Share 1941 1951 1961 1961
ONTARIOQ

All industries 1,343.5 100.0 1,452.0 100.0 1,882.6 100.0 2,393.0 100.0 8.1 29.7 27.1 78.1
Goods-producing industries 741.6 55.2 828.7 57.1 979.2 52.0 1,028.7 43.0 11.7 18.2 5.1 38.7

Agriculture 300.3 22.4 267.9 18.6 201.1 10.7 168.8 7.1 -10.1 -25.5 -16.1 -43.8

Forestry 10.1 .8 16.5 1.1 23.0 1.2 17.9 .7 63.4 39.4 -22.2 77.2

Fishing and Trapping 6.0 .4 5.5 ) 2.3 .1 2.2 .1 -8.3 -58.2 -4.3 -63.3

Mining 18.9 1.4 32.1 2.2 30.6 1.6 a2.7 1.8 69.8 -4,7 39.5 125.9

Manufacturing 315.9 23.5 429.0 29.5 603.8 32.1 643.3 26.9 35.8 40.7 6.5 103.6

Construction 90.4 6.7 77.6 5.3 118.4 6.3 153.9 6.4 -14.2 52.6 30.0 70.2
Service-producing industries 554.9 41.3 610.0 42.0 885.0 47.1 1,312.6 54.9 9.9 45,1 48.3 136.5

Transportation and utili-

ties 116.7 8.7 104.9 7.2 168.0 8.9 195.2 8.2 -3.1 60.2 16.2 67.3

Trade 155.8 11.6 186.5 12.8 272.3 14.5 370.6 15.5 19.7 46.0 36.1 137.9

Finance, insurance, and

real estate 37.4 2.8 38.8 2.7 61.7 3.3 98.5 4,1

Community and business 83.3 6.2 91.7 6.3 140.0 7.4 262.8 11.0 10.1 52.7 87.7 215.5

Personal services 115.1 8.6 132.0 9.1 115.6 6.1 187.5 7.8 14.7 -12.4 62.2 62.9

Recreation 7.3 .5 7.2 .5 11.6 .6 16.9 .7 -1.4 61.1 45,7 131.5

Government 39.3 2.9 49,1 3.4 115.7 6.1 181.3 7.6 24.9 135.6 56.7 361.3
Not stated 47.0 3.5 13.5 .9 18.4 .9 51.7 2.1 -71.3 36.3 181.0 10.0
Primary industries 335.3 25.0 322.1 22.2 257.0 13.7 231.5 9.7 -3.9 -20.2 -9.4 -31.0
Secondary industries 406.3 30.2 506 .6 34.9 722.2 38.4 797.2 33.3 24,7 42.6 10.4 43.7
Tertiary industries 554,9 41.3 610.0 42,0 885.0 47.0 1,312.6 54.9 9.9 45,1 48.3 136.5

SOURCE: - Dominion Bureau of Statistics, 1951 Census of Canada, Queen's Printer, Ottawa, 1954, Series SP-8, Tables 10, 11.
- Dominion Bureau of Statistics, 1961 Census of Canada, Queen's Printer, Ottawa, 1966, Series SL-1, Tables 12, 12A, and 12B.

{(a) Adjusted data. See APPENDIX A.
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force just paralleled the decline of agricultural output in
relation to total output, (see p. 88). But due to increased
agricultural productivity resulting from more extensive
mechanization and farm consolidation, the decline in agri=-
cultural labour force was both relative and absolute while
the decline in agricultural output was only in relation to
total output.

The decline since 1931 in fishing and trapping,
as well as in agricultural and for the same reasons, was
both relative and absolute. In 1931, 0.6 per cent of the
total labour force of Quebec was found in fishing and
trapping. In 1961, this percentage declined to 0.2 per cent.
In mining and forestry, the trend since 1931 was the opposite
to that just observed fror agriculture, fishing and trapping.
The share of mining and forestry labour force in the total
labour force of Quebec was 0.8 per cent and l.6 per cent
respectively in 1931. In 1961, this share had reached 1.5
per cent for mining and 2.l per cent for forestry. The
postwar mining development (e.g., Labrador), and the repid
inerease in world demand for paper and mineral products ex=
plain, to a large extent, the growth ol the mining and

forestry labour force since 1931,
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The secondary sector, which includes manufacturing
and construction, increased its share of the total labour
force by 3.5 per cent between 1931 and 1961l. The latter was
29.0 per cent in 1631 while in 1961 it reached 33.5 per
cents The growth of the manufacturing labour force was
greatly affected by the war effort which brought pressure on
the manufacturing sector to supply the urgent needs of the
time. Since the end of the war the growth of the manu-
facturing labour force seems to have levelled off.(8)  The
same trend developed in the growth of manufacturing output
(see pe 9l4). It would appear that the economy of Quebec
has reached Rostow's mass-consumption stage which 1is
characterized by the rapid expansion of the service and
consumer duraebles industries. As far as construction is
concerned, due to a lower than average rate of increase, its
share of the total labour force, which was 7.8 per cent in
1931, has declined to 7.1 per cent in 1961,

Since 1931, the service-producing industries
experienced the fastest rate of growth of the labour force.
Between 1931 and 1961, as can be seen in Table 19 on page 76

the labour force in the service sector increased by 121

(8) - The manufacturing labour force in Quebec increased by
9, 38, and L per cent between 1931 and 1941, 1941 and
1951, and 1951 and 1961 respectively.
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per cent compared to a rate of increaese of 101 per cent in
the secondary sector, and to a decline of 20 per cent in
the primary sector. The service-producing industries in-
creased their share of the total Quebec labour force by more
than 11 percentage points during this period, from 41.0 in
1931 to 52.1 per cent in 19€1.

Among the service industries, the government, and
business and community services experienced a particularly
rapid increase of 302 and 174 per cent respectively. The
rapid growth of these two industries, in terms of labour
force, reflects the fast growing importance of the govern-
ment in the economy of Quebec as well as the increasingly
complex nature of business. As a result of this rapid in-
crease in government, business and community labour force,
the share of these two industries in the total labour farce
of Quebec reached 5.6 and 11l.€ per cent respectively in
1961, while it was 2.l and 7.3 per cent in 1931.

The other service industries, except for personal
service, since 1931 also increased their share of the total
labour force of Quebec. The declining importance of the
personal service industry between 1931 and 1951, from 10.1
per cent of the total labour force in 1931 down to 7.0 per
cent in 1951, can be partially explained by the low wage

rates paid for such services. The trend that can be notice
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in the personal service labour force between 1951 and 1961,
is more significant and more representative of the changes
that have been experienced by this industry over a longer
period of time. Between 1951 and 1961, this industry's share
of total labour force increased by 0.7 per cent from 7.0 per
cent up to 7.7 per cent. Changing consumer patterns brought
on by a rising standard of living are responsible for the
growing importance of the personal service labour force
since 1951,

The changes that have occurred since 1931 in the
industrial structure of the labour force of Quebec, can be
summarized by saying that labour has been shifting from the
primary to the secondary and tertiary sectors of the economy;
as a result the agricultural society that was Quebec's at
the beginning of this century has given way to an industrial

economy.(g) The importance of these shifts of labour force

(9) = This transformation of the economy of Quebec has been
described in these terms:
"pAlthough the proportion of the labour force in the
manufacturing industries, first exceeded that in agri-
culture in 1951, the total number of employees in the
secondary sector, those in manutfacturing and con-
struction, plus the very arbitrary proportions of one-
half of the non~-agricultural labourers, surpassed the
total number in the extractive industries of the
primary sector by 1931, while the number of employees
in the tertiary sector was greater than the number of
employees in the primary sector as early as 1911% s. H.
Harth, "The Origins of the Labour Relations Policy of
the Province of Quebec™, McGill University, Montreal,
September 1965, unpublished article.
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is that they serve as an indicator of the advance of the
Province of Quebec's economy through various stages of devel-
opment. In the words of C. Clark, these movements of the
working population are "the most concomittant of economic
progress". (10)
Sectoral shifts of labour from the primary to the

secondary and tertiary industries have to be compared to
what happened during the same period to the sectoral struc-~
ture of production, if the general forces at work behind themL
are to be recognized. As will be seen on Page 86 the
sectoral distribution of production has experienced little
change between 1931 and 1964. This brought Dr. S. Judek
(referring to the Canadian experience) to say that:

From being €00,000-900,000 workers ahead in 1931

and 1941, the material goods sector was trailing

the service sector in 1961 by almost 600,000.

This suggests that technology and automation may

have placed a ceiling on employment in the goods-

producing industries. The new technology has pro-

foundly affected the kin? o§ work opportunities

available in the future.
That this new technology was also a factor at work behind
the changing structure of Quebec's labour force, is illus-

trated by the fact that a rising agricultural output between

1951 and 196l has been produced by an agricultural labour

(10) - C. Clark, The Conditions of Economic Progress, Mac-
millan, Tondon, 1951, 2nd e€d., Pe 395.
(11) - C. W. Wilson, 3. Gordon, and S. Judek, op.cilt.,

p. 26L.
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force that has been declining ever since 1941,

(¢c) The Structure of Production

The transformations experienced by the structure of out-
put are another manifestation of the changing nature of
economic activities in Quebec. In order to analyze the
changes that have occurred in the composition of total output
in Quebec since 1931, data on the Gross Domestic Product
(G.D.P.) by industry of origin would be required. Such data
are published on a national basis only. It was found (see
Table 20 on page 8L) that the percentage distribution of
Canada's G.D.P. by sectors (e.g. primary, secondary, and
tertiary) has not been since 1931 similar to the sectoral
distribution of labour income. But the structure of each of
these two aggregates have since then experienced changes
that were in the same direction. It can be assumed that
this was also the case in Quebec and Ontario. On this basis
the changes experienced by the structure of output in Quebec
can be indirectly studied through the changes in the struc-
ture of labour income for which data are available for the
period 1947-196l. (12)

Table 21 summarizes the changes experienced by the

structure of Quebec labour income since 1947. Labour income

(12) -~ These data were prepared by the Labour Income
Division of the Dominion Bureau of Statistics. They
are unpublished estimates.
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TABLE 20

PERCENTAGE DISTRIBUTION OF GROSS DOMESTIC PRODUCT AND LABOUR
INCOME IN CONSTANT DOLLARS,(a) BY INDUSTRY OF
ORIGIN, CANADA, SELECTED YEARS

1935 1951 1961 1964
Labour Labour Labour Labour
GDP Income GDP Income GDP Income GDP  Income

Agriculture 20.0 6.1 11.3 1.4 7.5 1.6 7.4 1.4
Forestry 2.0 3.5 2.1 3.4 1.3 2.0 1.3 2.1
Fishing and Trapping 0.8 0.3 0.5 0.2 0.4 0.2 0.3 0.2
Mining 4.4 3.6 4.0- 3.3 6.2 4.4 6.3 4.1
Manufacturing 22.1 28.3 29.2 33.2 28.8 33.3 31.4 34.3
Construction 3.5 4.7 5.1 6.7 5.4 6.8 5.0 6.9
Transportation, Storage,

and Communication - - 8.5 10.5 8.8 10.0 8.9 9.7
Electric Power and

Utilities 9.1 11.1 2.0 1.8 4.3 2.5 4.6 2.7
Trade 12.9 15.0 13.6 15.2 13.8 14.2 13.2 14.8
Finance, Insurance and

Real Estate 8.9 4.3 7.6 3.7 8.1 3.6 7.7 3.7
Services ' 12.0 14.0 10.4 11.2 10.0 11.8 9.3 11.6
Government 4.7 9.1 5.2 9.5 5.5 9.7 4.7 8.6
Primary Industries 27.1 13.5 17.9 8.3 15.4 8.2 15.4 7.8
Secondary Industries 25.6 33.0 34.3 39.9 34.2 40.1 36.4 41.2
Tertiary Industries 47.3 53.5 47.8 51.8 950.4 51.7 48.2 51.0
SOURCE: - Dominion Bureau of Statistics, National Accounts Income and Expenditure

1926-1956, Queen's Printer, Ottawa, 1966, Tables 21 and 22.
- Dominion Bureau of Statistics, National Accounts Income and Expenditure
1965, Queen's Printer, Ottawa, 1966, Tables 21 and 22. N

(a) Personal estimates, see APPENDIX A.



THE ECONOMIC IMPLICATIONS OF 85

STRUCTURAL DIFFERENCES BETWEEN QUEBEC AND ONTARIO

TABLE 21

LABOUR INCOME IN CONSTANT 1949 DOLLARS, AND
PERCENTAGE DISTRIBUTION BY INDUSTRY, QUEBEC, SELECTED YEARS
(Millions of Dollars)

1947 1951 1961 1964
Labour Per Cent Labour Per Cent Labour Per Cent Labour Per Cent
Income Share Income Share Income Share Income Share

Agriculture 15.2 0.8 11.7 0.5 25.4 0.7 24.6 0.6
Forestry 86.9 4.3 102.0 4.4 68.9 2.0 89.2 2.1
Fishing and Trapping 0.7 - 0.6 - 0.9 - 1.1 -
Mining 34.2 1.7 52.1 2.3 126.2 3.6 150.7 3.7
Manufacturing 824.0 41.1 913.4 39.7 1381.9 39.4 1609.2 38.5
Construction 119.0 5.9 165.4 7.2 225.2 6.4 392.0 7.0
Transportation, Storage, ’

and Communication 204.6 10.1 229.7 10.0 342.2 9.8 384.8 9.2
Public Utilities 23.0 1.1 29.8 1.3 82.1 2.3 118.9 2.8
Trade 260.7 13.0 330.6 14.4 504.3 14.4 620.3 14.8
Finance, Insurance, and

Real Estate 78.7 3.9 83.2 3.6 131.4 3.7 162.3 3.9
Services 222.4 11.1 242.1 10.5 408.4 11.7 498.7 12.0
Government 141.7 7.0 140.1 6.1 208.2 5.9 225.3 5.4
Total 2,011.1 100.0 2,300.7 100.0 3,505.1 100.0 4,182.1 100.0
Primary Sector 137.0 6.8 165.8 7.2 221.4 6.3 265.6 6.4
Secondary Sectox 966.0 48.1 1108.6 48.2 1684.2 48.2 2020.1 48.3
Tertiary Sector 908.1 45.1 1025.7 44.6 1594.5 45.5 1896.4 45.3

SOURCE: Based on material obtained from Mr. Campbell, Labour Division,
Dominion Bureau of Statistics.
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in Quebec (in constant 1949 dollars)(13) was 2,011,000 in
1947. The sectoral shares of the total labour income were
then 6.8 per cent for the primary, L8.1 per cent for the
secondary, and U5.1 per cent for the tertiary sectors. In
196l, these shares were 6.l, 8.3 and 5.3 per cent for the
primary, secondary and tertiary sectors respectively. There-
fore, there has been little éhange in the sectoral structure
of labour income since 1947. Also, no specific trend is
noticeable. This permits the conclusion that the sectoral
composition of output in Quebec has remained almost con-
stant since 19&7.(la)

The stability of the sectoral structure of pro-
duction is in sharp contrast to the previously described
changing structure of labour force. While the tertiary

sector share in the total lsbour force increased by 7.7 per

(13) - Implicit price indices were developed for the GDP of
Canada for each individual industry. These indices
were then applied to labour income by industry for
Quebec and Ontario. The use of this technique im-
plies the reliance on the assumption that price
changes in Canada since 1931 have been similar to
price changes in Quebec and in Ontario. For an
assesament of this assumption see Appendix A.

(1) - It is not possible to study the structure of output
by each of the component industry through the struc-
ture of labour income. Table 20 on page 8 shows
that the relationship between labour income and GDP
by industry differs from the relationship between
lgbour income and GDP by sector.
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cent between 1951 and 1961, its share of the total labour
income (and of total output) increased by only 0.9 per cent.
The secondary sector share of total labour force decreased
by 2.3 per cent between 1951 and 1961, while its share of
total income remained the same at 8.2 per cent. During this
period, the primary sector experienced a decrease of 5.L per
cent in its share of total lasbour force and a decrease of
0.9 per cent in its share of total income.

It appears that the main factor behind the changes
that have occurred in the sectoral structure of Quebec's
labour force (at least since 1947), has been technological
changes, and not the "demand-income phenomena" described by
Ce Clark.‘lS) As has been said previously, technological
changes and automation have placed a ceiling on employment
in the primary and the secondary sectors. This is not to
say that structural changes are only a supply-induced
phenomenon; certain demand factors (e.g., the relationship
between growing income and changing consumer habits) may
have been at work, but this is not revealed by an aggre-
gative analysis of the structure of total production of
Quebec.

The statistics availgble make it possible to study

in a disaggregated form the sector of commodity-production.

(15) - Co ClaI‘K, OpoCito, Po 7.
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Table 22 on page 89 gives data on the percentage distri-
bution of net value of production (constant 1949 dollars) by
industry for the period 1931 to 196lL. For this period there
are three industries in Quebec that experienced a rate of
growth lower than the rate at which total industrial pro-
duction increased. As a result these three industries,
namely, agriculture, forestry, fishing and trapping in 196€L
had a lower share of total industrial production (i.e., 8.7
per cent for the three combined) then they had in 1935 (28.9
per cent). The same is true for Ontario, where in 1935, the
production of these three industries amounted to 26.l per
cent of total industrial production. In 196l, this per-
centage share declined to 8.6 per cent.

In 1931, 31.7 per cent of the total net value of
production of Quebec originated in agriculture. In 1961,
this percentage declined to 7.9 per cent, and in 196l it
was 5.6 per cent. Between 1931 and 19€1, the agricultural
labour force declined by 40 per cent while the net value of
ggricultural production increased by 5 per cent. These data
support the view expressed earlier, that both demand and
supply factors were at work behind the decline in the share
of agriculture in the total labour force of Quebec during

this period.
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Mining
Manufacturing

Electric Power

Constructicon
Total
SOURCE: TABLE 11.

TABLE 22

PERCENTAGE DISTRIBUTION OF CdMMODITY—PRODUCTION IN
CONSTANT 1949 DOLLARS, QUEBEC AND ONTARIQ, 1931-64

1931 1935 1941 1951 1961 1964
Quebec Ontario Quebec Ontario Quebec Ontario Quebec Ontario Quebec Ontario Quebec Ontario
31.7 34.7 21.9 23.5 15.2 15.1 8.9 10.3 7.9 9.6 5.6 7.4
- - 6.5 2.9 4.9 1.8 5.9 2.0 3.0 1.2 3.0 1.1

N .5 .5 4 .2 .2 .1 2 1 .1 .1 .1
3.2 6.4 3.2 8.5 4.8 7.5 5.1 3.9 6.3 6.3 6.9 4.5
62.0 56.7 53.5 54.3 60.5 64.1 62.7 68.7 63.9 66.9 64.5 71.6
2.5 1.7 3.4 1.8 3.0 1.8 4.3 2.7 5.5 4.4 6.0 4.2

- - 11.0 9.0 11.4 9.5 13.0 12.6 13.3 11.5 13.9 11.1
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

OI¥YLNO ONV 0HEHND® NIAMLHE SHINAHILITIA TVYALONULS
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Supply factors (e.ge., increasing productivity
resulting from improved methods of cultivation and greater
mechanization) have made it possible for Quebec's agricultural
production to increase in absolute terms in spite of the
decline in agricultural lasbour force. The declining relative
importance of the agricultural labour force also reflects
the fact that as income increases, consumers tend to spend
a smaller percentage of their income on necessitles such as
agricultural products and more on durable goods.

Table 13 on page U6 shows that the net value of
agricultural production increased by‘LBpercent~ in Ontario
and decreased by Q3 percent in Quebec between 1931 and 196L.
During this period Ontario's real income per capita was
higher than Quebec's and increased at the same rate. Hence
the "income-demand'" factor appears to be only one factor
among others that have contributed to the slow growth of
Quebec's agriculture since 1931l. The non-competitive
position of Quebec's agricultural production is another
factor. The non-competitiveness of agriculture in Quebec
comes from its low farm productivity. An indication of the
latter lies in the difference in salaries paid to farm helpe
In August 196l, the average wage of male farm help per day

was $6.60 in Quebec, and §7.40 in Ontario, the Quebec wage
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being 89 per cent of the Ontario wage.(lb) Labour-intensive
exploitation of agriculture accounts in large part for the
low product per farm worker; Quebec accounted in 19€1 for
27.5 per cent of the farm population of Camada, but only
20.8 per cent of the number of farms, 8.2 per cent of the
acerage in farm land and 13 per cent ofythe number of trac-
tors. There are other social and economic factors that have
been responsible for the low rate of growth experienced by
agricultural production in Quebec since 1931, and their
relative importance is underlined in the concluding part of
Chapter III (see page 118).

The forestry industry is another primary industry
that has been growing at a slower than average rate in
Quebec since 1935. In 1935, €.5 per cent of the total net
value of production of Quebec originated from forestry. In
1961 end 196l, this percentage decreased to 3.:0per cent.
Changing technology is one of the factors that have contri-
buted to the relative decline of forestry since 1935, Steel
and other mineral and non-mineral metalliec products, have
gradually replaced wood in certaln types of construction
and wood-burning has given way to electricity, gas or oil.
These same factors have affected the growth of the forestry

industry of Ontario between 1935 and 1964. In Ontario,

(16) - Another indication of agricultural productivity
differential between Quebec and Ontario is given in
Pe 117
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this industry's share of total production which was 2.5 per
in 1935, has declined to l.1 per cent in 196l.

In 1931, 0.€ and 0.5 per cent of the net value of
commodity production of Quebec and Ontario respectively
originated in the fishing industry. In 196l, both in Quebec
and in Ontario, this percentage decreased to 0.l per cent.
What happened to this industry is a typical illustration of
the impact of growing income on consumers'!' spending patternse.
The consumption of fish has not increased proportionally
with income. Indeed, it has even decreased in absolute terms
in Quebec and in Ontario. Other factors, such as increased
competition from abroad, depletion of fishing grounds, and
lagging technology, have also probably affected the growth
of Quebec's fisheries since 1931.

The mining industry is the only primery industry
of Quebec that has increased its share of total commodity
production between 1931 and 196L. In 1931, this percentage
was 3e7 per cent, while in 1964 it was 6.9 per cent. This
means that mining production increased faster over this
period than total commodity production (9€9 per cent for
mining compared to 315 per cent for the total sector). The
growth of mineral production in Quebec has been affected by
the growing needs of the United States in the field of

minerals. At the same time that iron ore, copper, gold,
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and nickel deposits were becoming depleted, new rich sources
of supply were being discovered and exploited in northern
Quebec, the Gaspe Peninsula and Labrador.(17) That the
development of these mining areas has been conditioned by
foreign demand is clearly established in the following com-

ment made by He Ge Alitken. In his book, The American Economid

Impact on Canada, Aitken says that:

Quebec=-Labrador iron ore deposits are being

exploited tg serve the United States steel

industry.(1 )
In the same book, M. Lamontagne accepts Aitken's view when
he comments that:

e« this new mining development, which marked

the opening up of Northern Quebec was undertaken

by American capital to miet the needs of the

United States market.(19
The mining development that has taken place in Quebec since
World War II, resembles what happened in Ontario at the

beginning of this century. But since Ontario's mining de-

posits were exploited at an earlier date, it is understandable

(17) - Ge Gardner, "Developpements miniers du Grand-Nord",
Actualite Economique, Hautes Etudes Commerciales,
Janvier-mars 1960, ppe 595-617.

(18) - H. G. Aitken, ed., The American FEconomic Impact on
Canada, Duke University Press, Durham, 1959, p. 10.

(19) - M. Lamontagne, "The American Economic Impact on
Quebec", H. G. Aitken, edo, OpoCito, Po 90.
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that in the last twenty years, the mining industry has been
growing more rapidly in Quebec than in Ontario. Since 1931,
the mineral production of Ontario increased less rapidly
than its total industrial production, and as a result, the
share of the mining industry in the total industrial pro-
duction of Ontario declined to L.5 per cent in 196l from
6.l4 per cent in 1931 (see Table 22 on page 89 ).

In 1935, 53 per cent of Quebec's industrial pro-
duction originated in the manufacturing sector. In 1941,
this percentage share increased to 61 per cent. Between 1941
and 196, manufacturing production continued to increase more
rapidly than total industrial production, and as a result,
manufacturing production amounted to 65 per cent of total
commodity production in 1964. During World War II, the manu-
facturing industry of Quebec experienced a more rapid growth

than that of Ontario.(20)

But with the return to peace pro-
duction between 1945 and 1950, the manufacturing sector of
Quebec found it difficult to maintain the rapid growth it
had experienced between 1939 and 1945.

The growth of manufacturing in the last twenty
years had been higher than that for the whole sector of

industrial production mainly because of the rapid progress

made by such industries as petroleum and coal products,

(20) - F. A. Angers, ®progres industriels du Quebec",
Actualité Economique, Hautes Etudes Commerciales,

Juille t=septembre 1953, ps 338
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chemical and allied products, end non-metallic mineral pro-
ducts. These manufacturing industries have grown at a rapid
rate since 1945 as changing technology brought an increasing
demand for their products. The rapid growth of these indus-
tries more than compensate for the lagging progress of other
manufacturing industries such as textile, clothing and
tobacco products, the growth of which depends mainly on the
growth of populations

The electric power industry of Quebec has also,
since 1931, experienced a rate of growth more rapid than the
rate experienced by the whole sector of commodity production.
In 1931, 2.5 per cent of the net value of Quebec's industrial
production originated in this industry. In 1964 (see Table
22 on page 89) this percentage was 6 per cent. In Ontario,
the same phenomenon occurred, and in 1964 electrical pro-
duction amounted to 4.2 per cent of the total industrial pro-
duction, compared to l.7 per cent in 1931. The growth of
the electrical power industry of Central Canada and its
growing relative importance since 1931, has been brought on
partially by the extension of the benefits of electricity
to rural centres, by the growing need of electricity to
sustain the growth of industry, and by the increasing use of
electrical power by households in Quebec and Ontario.

The construction industry of Quebec, in 1935 cone

tributed to 11 per cent of that province's industrial
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production. This percentage share has continuously increased
since then, and it reached 1 per cent in 1964. This was
also the case in Ontario, at least until 1951, when 13 per
cent of this province's industrial production originated in
this sector, compared to 9 per cent in 1935, and 11 per cent
in 196L4. Since 1935, the growth of the construction industry
has been d&F&cﬂ@htof the growth of population, or urbani=-
zation, of the extension of govermment and social services,
and of the heavy investments that have sustained the growth
of industry during this period. F. A. Angers,(zl) and B.
Bonin(22) have found that in Quebec, the growth of construc-
tion has mainly depended on the growth of population
(residential construction) and of govermment and social ser-
vices (public construction). In Ontario industrialization
has been a more important factor contributing to the progress
of the construction industry than was the case in Quebec.

2. Structural Differences between Quebec and Ontario

Tables 23 and 2l on pages 97-98  summarize the
changes that have occurred in the economic structure of

Quebec and Ontario since 1931. These two tables present in

(21) = F. A. Angers, ibid., p. %39.
(22) - Be. Bonln, "Repartition régionale des investissements
depuis la guerre", Actualite Economique, Hautes

Etudes Commerciales, Montreal, janvier-mars 1960,
pp. 587-590.
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TABLE 23

COMPARISON BETWZEN THE INDUSTRIAL STRUCTURE OF LABOUR
FORCE OF QUEBEC AND OF ONTARIO, AND COMPARISON OF
THE CHANGES EXPERIENCED BY EACH
BETWEEN 1931 AND 1961

Changes in the percentage Absolute structural differences between
distribution of labour by industries Quebec _and Ontario
1931-1961 1941-1961 1951-1961

Quebec Ontario Quebec Ontario Quebec Ontario 1931 1941 1951 1961

Agriculture -14.4 -15.3 -13.7 -11.5 =-5.7 -3.6 6 2.5 2.4 .3
Forestry .7 - .1 - .6 - .4 - .6 - .5 9 1.9 1.8 1.7
Fishing and Trapping - .4 - .3 - .5 - .3 - .2 - 2 .3 .3 .1
Mining 7 .4 .3 - .4 .1 2 .6 1.0 .2 .3
Manufacturing 5.3 3.4 .1 - 2.6 -3.1 -5.2 2.4 3.2 2.6 .5
Construction - .7 - .3 .9 1.1 .7 .1 1.1 .9 .1 .7
Transportation and utilities 1.3 - .5 2.3 1.0 .3 - .7 9 4 .1 .9
Trade 3.6 3.9 2.9 2.7 l.4 1.0 1.2 1.7 1.9 1.5
Finance, insurance, and real estate .9 1.3 1.4 1.4 .8 .8 2 .6 .6 .6
Community and business services 4.3 4.8 4.1 4,7 3.0 3.6 1.1 1.2 1.2 .6
Personal services - 2.4 - .8 - 2.2 - 1.3 .7 1.7 1.5 .8 .9 .1
Recreation 2 2 .3 2 .1 .1 1 2 .1 .1
Government 3.2 4.7 3.1 4.2 1.4 1.5 5 .9 1.9 2.0
Total - - - - - - 11.3 15.6 14.1 9.4

SOURCE: Computed from TABLE 19.
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TABLE 24

COMPARISON BETWEEN THE STRUCTURE OF INDUSTRIAL OUTPUT OF QUEBEC
AND ONTARIO, AND COMPARISON OF THE CHANGES EXPERIENCED BY EACH BETWEEN 1931 AND 1964

Changes in the industrial distribution of output by industries

Absolute structural differences

1931-1964 1935-1964 1941-1964 1951-~1964 1961-1964 between Quebec and Ontario
Quebec Ontario Quebec Ontario Quebec Ontario Quebec Ontario Quebec Ontario 1935 1941 1951 1961 1964
Agriculture ~26.1 -27.3 -16.3 -16.1 -9.6 =7.7 -3.3 -2.9 -2.3  -2.2 1.6 .1 1.4 1.7 1.8
Forestry - - -3.5 -1.4 -1.9 - .7 -2.9 - .9 - - .1 3.0 3.1 3.9 1.8 1.9
Fishing and Trapping - .5 - .4 - 4 - .3 - .1 - .1 - ~ .1 - - .1 .0 .1 .0 .0
Mining 3.7 -1.9 3.7 - 4.0 2.1 -3.0 1.8 1.0 6 1.8 5.3 2.7 1.6 .0 2.4
Manufacturing 2.5 14.9 11.0 17.3 4.0 7.5 1.8 2.9 6 4.7 .8 3.6 6.0 3.0 7.1
Electric Power 3.5 2.5 2.6 2.4 3.0 2.4 1.7 1.5 5 - .2 1.6 1.2 1.6 1.1 1.8
Construction - - 2.9 2.1 2.5 1.6 .9 -~1.5 6 - .4 2.0 1.9 4 1.8 2.8
14.4 12.6 14.0 9.4 17.8

SOURCE: Computed from TABLE 22.
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a different way what Tables 21 and 22 on pages 85 and 89

are showing. The purpose of these tables is to establish
whether the structures of labour force and industrial pro-
duction of Quebec and Ontario have become more similar since
1931, or whether the differences that have existed in the past
have widened rather than narrowed,

Teble 23 on page 97 shows that the structure of
the labour force changed in the same way in Quebec as in
Ontario since 1931, except for transportation and forestry.
These two sectors became relatively more important in the
economy of Quebec between 1931 and 1964, while in Ontario
their combined shares of the labour force declined by 0.6 per
centage points. The same is true for the period 1941-19¢1,
except that during this period it was mining and manmufactur-
ing which changed in a different pattern from that of Ontario.
In Quebec these two industries increased their share of the
labour force between 1941 and 1961, while in Ontario their
share declined. Between 1951 and 1961, only transportation
labour force experienced a change, the direction of which
differed in Quebec as compared to Ontario, increasing its
share in Quebec while declining in Ontario.

But except for these few exceptions within the
sub-periods 1941-1951 and 1951-1961, the industrial distri-
bution of Quebec's and Ontario's labour force has changed

in the same manner since 1931. In both provinces the primary
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industries!' share (except for mining in Quebec) of the total
labour force decreased since 1931, while manufacturing and
the tertiary industries increased their relative importance
as a source of employment. As a result of this similarity of]
changes, the structure of Quebec's labour force has become
more like Ontario's. The four last columns of Table 23 on
page 97 indicate that in 1931, the (absolute) sum of the
structural differences between Quebec's and Ontario's labour
force was 11.3 percentasge points. In 1941, this total in-
creased to 15.6 but in 1951 and 1961, it wes 1li.1 and 9.4
respectively.

Table 2l on page 98 is similar to Table 23
except that it summarizes the changes experienced by the
structure of industrial production of Quebec and Ontario
since 1931. The first column of Table 2 shows that
between 1931 and 196l all industries except mining, have
changed in the same direction in Quebec and Ontario. The
share of the mining industry in total industrial production
increased by 3.7 percentage points in Quebec between 1931
and 196l, while in Ontario it declined by 1.9 percentage
points., As the second and third columns of Table 2l show,
the same is true for the periods 1935~196él and 1941-196l.
Between 1951 and 196l, construction was the only industry
in Quebec experiencing a change in its relative importance

that was opposite to what was happening to this
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industry in Ontario. Construction, between 1951 and 196,
increased its share of total industrial production of Quebec,
while in Ontario this share declined.

Since 1961, the industrial structure of Quebec
changed in a different direction @ that ¢& Ontarioc. The
fourth column of Table 2l on page 98 indicates that between
1961 and 19€L4, three industries - mining, electric power and
construction became relatively more important in relation to
total industrial production in Quebec, while in Ontario the
combined share of these three industries decreased by 2.6
percentage points. As a result, since 1961, the structure of]
production in Quebec and Ontario ceased to evolve toward a
state of greater competitione. The resource base of Quebec
(mineral and hydro-electric resource) seems to have become a
more important locational factor relative to Ontario, than
it was during the years 1931 and 1961.

That the produetion structure of Quebec and Ontarig
prior to 1961 was becoming more integrated and complementary
is illustrated by the last four columns of Table 24. In
1935, the "absolute" sum of the structural differences
between Quebec and Ontario was 1l.ly percentage points. 1In
1951 and 1961, these differences declined to 1.0 and 9.4

percentage points, in 1964, it increased to 17.8.
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A similar trend toward complementarity and inte-
gration between Quebec's and Ontario's production structure
was noted by Andre Raynauld in his study of the manufacturing
sector of Quebec for the years 1935 to 1955.(23) More
specifically, Raynauld found that as far as the low growth
light-consumer-goods 1ndustries(2u) are concerned, the struc-
ture of the two provinces have evolved in the same direction
and has become more similar between 1935 and 19550(25) But
for the more rapid growing capital-goods and consumer-
durable-goods industries, the difference between Quebec and
Ontario has increased between 1935 and 1955. Such industries
as.wood and paper products, printing, non-ferrous metal and
non-metallic mineral products, and coal and petroleum products
industry have become more concentrated in Quebec. Ontario
itself, has increased its predominant position in the field
of chemical and allied products, iron and steel products,
transportation equipment, and electrical apparatus and sup-

plies.

~

(23) = A. Raynauld, op.cit., pp. 97=101.

(2l;) - Under this category, Raynauld includes foods and
beverages, tobacco and tobacco products, rubber and
leather products, and textile and clothing industries.

(25) = Table 25 on page 103 shows that this trend has per-
sisted since 1955,
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TABLE 25

PERCENTAGE DISTxISUTION OF VALUE ADDED ¥Ow
MANUFACTUAING BY INDUST:Y GHOUP, QUEBEC
AND ONTARIO, 1963

Quebec Ontario
Food and beverage 14,3 12.8
Tobacco products 2.6 .6
Rubber 1.2 2.2
Leather 2.1 1.1
Textile 7.8 2.9
Knitting -i11ls 1.6 .7
Clothing’ 7.5 1.7
Wood 2.9 1.5
Furniture and Fixtures 2.2 1.6
Paper and allied 11.6 6.2
Printing, Fublishing and Allijed 5.2 5.1
Primary Metal 6.3 11.9
Metal Fabricating 6.4 8.4
hachinery 2.3 5.0
Transportation Equipment 4.9 13.1
Electrical Products 5.1 8.7
Hon-Metallic Mineral Products 3.8 3.3
Petroleum and Coal Products 2.3 1.4
Chemical and Chemical Products 7.0 7.8
“iscellaneous Mamufacturing 2,9 4,0
2
Total 100.0 100.0

SOURCE: -Dominion Bureau of Statistics, Manufacturing Industries of
Canada, Section C - 1963, Queen's Printer, Ottawa, 1966, p. 14
~Dominion Bureau of Statistics, Manufacturing Industries of
Canada, Section D, - 1963, Queen's Printer, Ottawa, 1900,
p. 14,
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Andre Raynauld explains that the growing difference
(for the period 1935 and 1955) between Quebec's and Ontario's
manufacturing sector in the field of capital and durable
consumer=goods, is due to the fact that manufacturing in each|
of these provinces, has developed along the line of the parti;
cular resources endowment (non-=ferrous metal and non-metallic
mineral in Quebec) and comparative advantages of the pro-
vince concerned,

Whatever the trend taken by the structural changes
that have occurred in Quebec's and Ontario's economy since
1931, the fact remains that there were = and still are -
basic structural differences between the two provinces. As
illustrated in Table 19 on page 76 the relative importance
(in terms of lsbour force) of the primary industries (ex-
cluding mining) and construction since 1931 has always been
greater in Quebec than in Ontario. On the other hand, the
menufacturing and service industries have been more concen-
trated in Ontario than in Quebec. Among the services indus-
tries there are two industries ~ community and business
services and personal services - that have been traditionally
more important as a source of employment in Quebec than in
Ontarioa

Within the commodity-production sector, the
relative importance of mining (only since 1941) and

of forestry, fishing, electric power and construction
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(since 1931~1935) has been greater in Quebec than in Ontario.
During the period 1931-196l, the manufacturing industries of
Ontario always contributed to a greater percentage of the
total industrial output than was the case in Quebec. Andre
Raynauld, in his analysis of the economy of Quebec 1935-
1955,(26) established that Quebec in the manufacturing field
specialized in the production of light consumer goods (esge,
foods, textile, tobacco, etc.) and of such products as non-
metallic mineral, non-ferrous metal, and coal and petroleum
products. During the same period, Ontario's manufacturing
structure was characterized by the predominance of such
industries as iron and steel, machinery, transportation
egquipment and chemical products. In 1963 (see Table 25 on
page 103) this was still the case. Over the period 1931~
1963, Quebec remained mainly a producer of light consumer
goods, and Ontario a producer of durable and heavy capital
goods.

The location theory in economics explains that
both supply and demand factors determine the distribution of
industry between regionso(27) The demand factors include
such factors as proximity to markets, the nature of the

existing market of the area considered, and the structure of

(26) = A. Raynauld, opscite, Pe 97«

(27) = The main arguments are summarized in H. S. Perloff,
How a Region Grows, Committee for Economic Develop-
ment, New York, 19€3. -
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industry prevailing there. The supply factors include the
availability of an adequate labour market, the sources of
energy and raw materials, the social services available, etc.
The industrial development of Quebec and Ontario followed a
different pattern because each of these locational factors
were present in varying degrees in each of the two provinces.
Ontario has become the Canadian leading producer of
metallic mineral and primary steel products as well as heavy
equipment mainly because of its advantageous geographical
position at the center of the Canadian market and in the
heart of the heavily industrialized American Great Lakes aread)
This view is shared by Maurice Lamontagne. According to him:

With the National Policy of Macdonald and with the

development of trade between Eastern and Western

Canada, location factors became greatly favourable

to Ontario. Quebec lost the geographical advan-

tages it had enjoyed during the previous period.

Ontario was at the center of the Canadian market

and had easy access to these areas in the U.S3.

which were producing coal and iron ore. These

geographical factors meant when the National Policy

was initiated, that Ontario was the ideal location

for the new manufactu?in% industries, and especially

for heavy industries. 28

Among the other factors that have influenced

Ontario's industrial development, are the particular types

of resources with which the Province has been endowed.

(28) - Maurice Lamontagne, "The American Economic Impact
on Quebec", The American Economic Impact on Canada,

OE-Cito, PP« 93"9&.
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Due to the existence of large and rich deposits of
such minerals as iron ore, platinum, gold, copper, graphite,
quartz, salt, lime and gravel, Ontario has become by far the
leading Canadian producer in these fields.(zg) Finally,
geographical factors, as well as the existence of an adequate
supply of skilled workers, explain why Ontario leads in the
production of motor vehicles and parts, agricultural imple-
ments, electrical equipment, boilers and engines, and
chemical products.(3o)

Other specific factors of a technological nature
explain why certain industries have developed in Ontario
rather than in Quebec. J. H. Dales in his doctoral disser-

tation, Hydroelectricity and Industrial Development, Quebec

1808-19& ,(31) explains why the steel industry is far more
concentrated in Ontario than in Quebec. According to Dales,
the determinant factors have been the location of iron ore
deposits and the energy situation in each province.

Dales argues that until recently, the economically

exploitable iron ore deposits were mainly located in Ontario.

(29) = Private and Public Investment in Canada 1926-1951,
Department of Trade and Commerce, King's Printer,
Ottawa, 1951, p. 131.

(30) - Ibidc, po 131.

(31) -~ This thesis was published in 1959 by Harvard Univer-
sity Press. A summary of the main arguments are
presented in: J. H. Dales, "Fuel, Power and Industrial]
Development in Central Canada', American Economic
Review, May 1953, pp. 181-182.
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Transportation costs would have made any iron ore development
in Quebec too expensive. On the other hand Quebec ranks
behind Ontario in the availability of coal - the prime source
of heat in both provinces - and American coal at the Port of
Montreal is more expensive than at Ontario portse Moreover,
Nova Scotia coal, which is made competitive in Quebec through
federal subsidies, is of an inferior quality for many indus-
trial purposes, e.g., iron and steel production. Since this
latter production depends on coal for heat - electricity
would have been more costly and less efficient under the
technological conditions prevailing at the time - Ontario was
the ideal location for the development of this industry in
Canada. Moreover, the early development of the iron and
steel industry in Ontario was going to give to this Province
another advantageous locational factor which Quebec did not
enjoy, i.e. the supply of processed iron and steel materials
required by the heavy equipment industries.

The peculiarities of Quebec's industrial structure
reflect the fact that the Province has drawn its economic
strength from extensive mineral, forest, and water

(32)

resources. The abundance of these natural resources

explains to a large extent why the mining, forestry, fisherieq,

(32) - Private and Public Investment in Canada, op.cit.,
ps 128, This view is accepted by P, Harvey, ' The
Economy of Quebec", The University of Toronto Quarterly
April 1958, p. 337.
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and electrical power industries are relatively more important
components in the industrial structure of Quebec than they
are in Ontario.

The leading manufacturing groups in Quebec are the
light consumer goods industries, and such industries as the
non-metallic mineral products industries. The importance of
the non-metallic mineral industries in Quebec can be ex-
plained by the fact that Quebec is by far the leading
Canadian producer of such mineral products as asbestos, feld-
spar, tellurium, mica, selenium and clay.(33) Also, since
the known Canadian deposits of ilmenite, molybdenite, and
iron oxyde are almost'exclusively located in Quebec, this
Province is the most important Canadian producer of the
metallic products derived from these minerals,

Other important factors that have affected the
development of Quebec'!s manufacturing structure are the
economic changes that took place in the United States at the
beginning of this century. With the progressive shifting of
the economic center toward the Great Lakes, the Province of

Quebec, because of its geographical position, found itself

(33) = The non-metallic mineral products rely heavily on
electricity for energy. The abundance of cheap
electric resources in Quebec also explains the impor-
tance of the non-metalliec mineral group in that .
Province. M. Brouillette,"L!industrie manufacturiere
au Canada", Actualité Economigue, juillet-septembre

1961_.., Pe 280.
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lat the outer edge of the great marketing areas. As was seen
fearlier, these changes gave an advantage to Ontario and
allowed this Province to develop its heavy industries. Quebec
itself was left with two locational factors: its abundant
and cheap supply of human labour, and its natural resour-
ces.(3u) Electricity being abundant and available at low cost,
labour being also abundant and cheap as a result of the rapid
increase in population, the labour-using light consumer-
!goods industries were encouraged to locate in Quebec.

The direction of American investment has also
affected the industrial development of Quebec and Ontario.

As mentioned by Lamontagne,(35) American capital invested in
ICanada at the beginning of this century was mainly channelled
into such industries as automobile, electrical appliances and
other semi-durable goods industries. The Americans selected
Ontario for its geographical location. But before World Warl
T only a small fraction of American capital invested in
Ontario was invested in the sector of resources industries.
It was only after World War I, that the Americans felt the

need to invest heavily in the sector of resources.(3é) Then

(3L4) - Pierre Harvey, ibid.; Pe 337

(35) - Maurice Lamontagne, "The American Economic Impact on
Quebec", ope.cite, pe 95.

(36) - Maurice Lemontagne, ibid., pe 96. This view is shared
by H. S. Aitken, "The Changing Structure of the
Canadian Economy", The American Economic Impact on

Canada, opecit., pPpe 9-11.
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after World War I, the greatest part of the inflow of capital
coming from the United States was channelled into the primary
producing sector, particularly the non=ferrous metals, alu-
minum and wood products. This second wave of American investH
ment was to have a favourable impact on Quebec chiefly because
of this Province's resource endowment.

3. Structural Differences and Income Differential between

Quebec and Ontario

It was established in Chapter II that after the
differences in the degree of manpower utilization have been
taken into account, there was still an unexplained 10 per
cent (in 1931) and 13 per cent (in 1961) income gap between
Quebec and Ontario. In other words, 38 per cent (in 1931)
and 52 per cent (in 19€1) of the average income differential
between Quebec and Ontario was caused by factors other than
differences in labour force participation rate, and differ-
ences in employment rate. These other factors can be col-
lectively called the structural differences. Among the
latter, the more important are the differences in the "mix"
of occupations, differences in the industrial structure of
the labour force, and differences in the wage structure.

As can be seen in Table 18 on page 71 the white
collar occupations were relatively more important in Ontario
than in Quebec in 1931 and 1961, while the blue collar (e.ge,

construction workers and lsbourers) and the primary
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occupations had a greater percentage share of Quebec's labour
force than Ontario's. These differences in the "mix" of
occupations might have been partly responsible for the dif-
ference between Quebec's and Ontario's average earnings per
employed person. In other words, it is possible that pro-
portionately larger numbers of workers in the more highly
skilled and better-paid occupations might have accounted for
the higher average earnings in Ontario? In his study of
interregional differences in earnings in Canada, Fe. Te

Denton analyzed the economic implications of differences in
the "mix"™ of occupations.(37) He came to the conclusion that
these latter differences account for little of the variation
in average income between the regions of Canada. His analysis
of 55 occupational groups, based on the 1961 Census, in-
dicates that the interregional disparity of earnings "is

not reduced in any considerable degree when allowance is

made for differences in occupational "mixtn, (38)

As seen previously in this Chapter the distribution
of labour force by industry differs between Quebec and
Ontario. It is possible that these differences in the indus-

trial structure of the labour force have been and still

(37) - F. T. Denton, An Analysis of Interregional Differen-
ces in Manpower Utilization and Rarnings, stalii oStudy
Noe. 15, Economic Council of Canada, Queen's Printer,
Ottawa, 196€.

(38) - Ibide., p. 10.
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