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ABSTRACT 

Identification of the geographical distribution of 

federal expenditures is both timely and controversiùl in the 

context of debate on the evolution of Canadian Confederation. 

It is with a view to generating basic data for analysis of 

the federal policy stance vis-à-vis the regions that we have 

development estimates of the provincial distribution of 

federal government spending for three fiscal years 1972-73 

to 1974-75. 

The basic methodology employed is to identify pay 

ments on a cash flow basis according to the location of 

purchase of goods or services or residence of transfer recipients. 

The rationale for choosing this method over the major competing 

alternative, which is to distribute imputed benefits from 

government expenditures, is presented in the section on the 

conceptual framework and rests mainly on our inability to devise 

an empirical test of the stronger assumptions which must be 

accepted along with the benefit approach. 

Depending on alternative definitions of the "size 

of government" we have successfully distributed between 64 

and 78 per cent of total government expenditures. The higher 

figure most closely approximates the National Accounts basis 

of measurement; however, small discrepancies do exist between 

our estimates and National Accounts definitions. The largest 

components of our totals are transfer payments to persons 

(39 per cent) and to provincial and local governments (34 per 

cent), and the federal wage bill (18 per cent). The major 
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items we have not distributed are interest on the public debt, 

and government purchases of materials, supplies and services. 

We also have not allocated personnel costs other than wages 

and salaries, although this might reasonably be done on the 

basis of the wage bill distribution, and would increase the 

shar e of total expenditures covered by our estimates. 

fil ... , The data show that the Atlantic provinces received 

the largest share of federal expenditures on a per capita 

basis. Manitoba and Saskatchewan were also above average, but 

by much less than the Atlantic region. Quebec received just 

less than average over the period, while Ontario, British 

Columbia and Alberta ranked lowest in their per capita receipts 

of federal expenditures. The item most responsible for the 

observed provincial differences in expenditures was equalization 

payments. 

Finally, the paper illustrates how the data may be used 

in the analysis of the impact of federal expenditure patterns 

on regional income disparities. One example indicates that 

transfer payments to governments and individuals in 1974-75 

offset about 20 per cent of the income gaps we would have 

expected between provinces had these transfers been distri 

buted on an equal per capita basis. The second example employs 

input-output tables to estimate the effect that the unequal 

distribution of the federal wage bill had on per capita income 

in the same year. In this case results were mixed, in that 

the income gap was reduced for some provinces but actually 

increased in'others over what it would have been if federal 

wages and salaries had been distributed equally in proportion 

to population. 
iii 
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RESUME 

Dans le cadre du débat actuel sur l'évolution de 
la Confédération canadienne, l'identification de la répar 
tition géographique des dépenses fédérales est opportune, 
mais prête à controverse. C'est en vue de produire les 
données fondamentales nécessaires à l'analyse de la 
po~itique fédérale dans les diverses régions que nous avons 
établi des estimations de la répartition provinciale des 
dépenses du gouvernement fédéral pour les années financières 
1972-1973 à 1974-1975. _. 

Ces estimations ont consisté à identifier les 
paiements de transfert sur la base des flux de trésorerie, 
selon l'endroit où les biens et services ont été achetés ou 
le lieu de résidence des bénéficiaires des paiements. La 
justification du choix de cette approche plutôt que de celle, 
qui consisterait à répartir les avantages imputés aux 
dépenses gouvernementales, est présentée dans la section 
portant sur le cadre conceptuel; elle tient surtout au fait 
que nous n'avons pu concevoir un test empirique pour vérifier 
les hypothèses plus rigoureuses qu'il aurait fallu accepter 
si l'on avait adopté l'approche des avantages imputés. 

Suivant diverses définitions de la "taille du 
gouvernement fédéral", nous avons réussi à répartir entre 64 
et 78 % de l'ensemble de ses dépenses. Le pourcentage le 
plus élevé est celui qui correspond le plus aux critères de 
mesure utilisés dans les Comptes nationaux; cependant, il 
existe de légères différences entre nos estimations et celles 
fournies par les Comptes nationaux. Les composantes 
principales des totaux que nous avons obtenus sont les 
paiements de transfert aux particuliers (39 %) ainsi qu'aux 
gouvernements provinciaux et administrations locales (34 %) 
et la masse salariale fédérale (18 %). L'intérêt sur la 
dette publique de même que les achats de matériaux, de 
fournitures et de services par le gouvernement n'ont pas été 
distribués. Nous n'avons pas réparti non plus les conts du 
personnel autres que les salaires et traitements, bien que 
cela aurait pu être fait à partir de la distribution de la 
masse salariale, ce qui aurait d'ailleurs augmenté la 
proportion des dépenses totales couvertes par nos 
estimations. 

iv 



Les données indiquent que les provinces de 
l'Atlantique ont reçu la plus grande part des dépenses 
fédérales sur une base per capita. Les proportions du 
Milnitoba et de la Saskatchewan se sont 6galcment montr6cs 
au-dessus de la moyenne mais de beaucoup en deç~ de c011e 
de la région Atlantique. Le Qu6bec a touché du f~d0rill tout 
juste un peu moins que la moyenne pour la période 6tudi~c. 
Ce sont l'Ontario, la Colombie-Britannique et l'Alberta qui 
ont reçu le moins du gouvernement fédéral par habitant. Les 
paiements de péréquation ont représenté l'élément le plus 
déterminant des différences observées dans la répartition 
provinciale des dépenses fédérales. 

Enfin, le document montre comment il est possible 
d'utiliser les données pour analyser l'impact de la répartition 
des dépenses fédérales sur les disparités régionales de revenu. 
Un premier exemple montre que les paiements de transfert aux 
gouvernements et aux particuliers, en 1974-1975, ont compensé 
environ 20 % des écarts de revenu interprovinciaux auxquels 
nous nous serions attendus si ces transferts avaient été 
distribués également selon la population. Un second exemple, 
fait appel à des tableaux d'échanges intersectoriels pour 
évaluer l'effet que la répartition inégale des salaires et 
traitements fédéraux a eu sur le revenu par habitant cette 
année-là. Dans ce dernier cas, les résultats obtenus varient 
d'une province à l'autre, c'est-à-dire que l'écart de revenu 
s'en trouve réduit pour certaines provinces, mais qu'il 
augmente dans d'autres dans des proportions plus grandes que 
ce n'aurait été le cas si les salaires et traitemenŒfédéraux 
avaient été répartis également au prorata de la population. 

r . 
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I The Conceptual Framework 

Since the task of producing a complete and meaningful 

measure of the spatial distribution of government economic 

activity is at a very early stage at the Economic Council, we 

cannot claim total consistency and rigour in the allocations 

selected for this presentation. In so far as possible we have 

followed the convention of identifying expenditures on a cash 

basis at the point of payout ·to private individuals or 

enterprises.l In the interest of producing the initial distri 

bution in a fairly short time, however, we have sometimes been 

dependent upon the definitions used in source documents or 

departmental records. Thus,some parts of the data relate to 

the geographical area where economic activity is carried out 

(e.g., the province in which federal employees work or in which 

government buildings are erected),while others refer strictly 

to the point of payment (e.g., old age security, family 

allowance and pension payments). For some purposes these 

categories will be quite useful. Users may wish to analyse 

the aggregate demand effects of federal government activity,in 

which case knowing the federal wage bill by province where it 

is earned is useful, albeit not without ambiguity in areas such 

as the National Capital Region where employees may work in 

Ontario but live and spend most of their incomes in Quebec or 

vlce versa. 

The data in themselves do not address the question 

of forward and backward linkages that is, they do not give 

us information about where the inputs to the final good or 

service purchased by the government come from, or where 

1 Detailed sources and compilations are found in Appendix C. 
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incomes generated by different types of government expenditures 

are likely to be spent. These questions can be investigated 

through the use of regional input-output tables such as those 

developed by the Department of Regional Economic Expansion.2 

Where a provincial distribution has been available on 

a National Accounts (accrual) basis, and where we have the aggregate 

expenditure on a cash basis, we have applied the National Accounts 

distribution to the total cash outlay to arrive at the figures 

reported in the tables (e.g., Oil Import Compensation Payments). 

While there is certainly a strong economic rationale for 

following the reverse procedure and attempting to convert all 

expenditures to an accrual basis (more closely corresponding 

to real economic activity, which is afterall the object of the 

measurement exercise), the majority of our sources follow the 

fiscal year, cash payment concept. It would be a lengthy, if 

not ultimately impossible, task to arrive at a "better" set of 

estimates based on the accrued payments concept. In any event, 

since the data are primarily designed for the analysis of 

relative expenditures in different regions rather than precise 

levels at a point in time, the development of a data set 

cover i.nq a period of years and which is reasonably internally 

consistent,should mean that the cash payment concept will do 

little violence to our objective. 

2 "An Interprovincial Input-Output Model, Version III," 
R. Zuker, Department of Regional Economic Expansion, May 1976. 

... 



- 3 - 

The basic methodology, then, seeks to establish the 

first round, spatial allocation of federal expenditures on goods 

and services and federal transfer payments. An alternate approach 

to the distribution of government activity has been suggested. 

It consists in the perspective of government as a supplier of 

public goods and attempts to allocate the value of government 

3 
activity by the location of goods and services in final use. 

We might term this approach the "consumption" or output approach 

to government in contrast to our own which is a "production" 

approach. 

Both approaches are constrained to using "costs of 

production" as a measure of government activity. The production 

method examines where these costs are incurred, while the 

consumption method examines where the benefits generated by the 

costs accrue. Since by their nature many public goods are 

indivisible, the consumption method of distribution entails 

the spatial allocation of a large part of government activity 

according to some arbitrary criterion such as population. 

receive from particular public expenditures such as defence, 

While this is an acceptable approach for some purposes, it 

conceals a number of assumptions which may not be generally 

acceptable, particularly in the context of the regional 

disparities debate. Residents or their representatives in 

different regions may disagree on the relative benefits they 

industrial assistance, or transportation infrastructure. 

3 This approach was adopted by the Department of Finance in the 
early sixties in response to questions raised in the House of 
Commons. The approach resulted in a distribution in which 
some 44 per cent of government expenditures were allocated on 
the basis of population. Hansard, August 7, 1964, p. 6552. 
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The consumption method ultimately rests on the 

valuation of utilities which are subjective and unobservable. 

If we are to accept it, we must do so on the faith that the 

necessary underlying adjustment mechanisms exist and are 

operating in such a fashion that the allocation of resources 
.- 

between public and private sectors, between tar sands exploita- 

tion in Alberta and electric power subsidies in the Maritimes, 

between corporate taxes and personal taxes -- and the resulting 

relative prices are or tend toward a socially optimal configuration.4 

The production method of allocation of government 

activities is not without some of the same problems. It is 

intended to yield a measure of the utilization of scarce 

resources. However, the fact that markets may be less than 

perfectly competitive or perfectly equilibrating across space 

and time introduces the possibility that relative costs will 

not reflect relative resource usage. To illustrate, suppose 

4 Stated another way, cost of production in the consumption 
method serves as a proxy for value to citizens. The correspondence 
between the two is not open to direct empirical testing,and even 
the indirect test of the ballot box is subject to various 
criticisms which have been made of models of democratic deeision 
making,the questioœof existence and expression of a well-behaved 
social welfare function. Production costs will be a good proxy, 
to the extent that such a function exists at least in principle 
and that the economy including the public sector behaves as if it 
were governed by market principles which ensure the fulfilment of 
the necessary marginal conditions for an equilibrium. This is a 
strong assumption on two counts: first, the output of public goods 
is not regulated by exchange through markets, and in addition, a 
substantial proportion of government e~penditures have become 
institutionalized, that is to say relegated to administrative 
departments or agencies and rarely given direct scrutiny at the 
political level. Expansion upon these ideas would constitute topics 
for a good many papers; suffice it to note that a one-to-one 
correspondence between cost of production and value of public goods 
is not immediately obvious without accepting quite a number of 
assumptions about the political-economic system. 
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that the federal government is able to hire labour of skill 

level S for a wage WI in Ottawa, but that labour of 

the same skill level is available in Winnipeg at a lower 

5 wage rate W2' where (W2 < WI)' Then the cost to the government 

of hiring a unit of labour depends on where it is employed. 

If two units are hired, one in Ottawa and one in Winnipeg, 

then the wage bill ~ill be w, + W2 ,where 2W2<Wl+W2<2WI 

6 and government will appear to be more concentrated in Ottawa, 

although in real terms an equal quantity of resources are 

employed in each place. This problem of aggregation of 

resources by their money prices exists also in the consumption 

approach. Nonetheless, there is an advantage in following 

the production method, in that we eliminate the need to make 

a second and similar assumption (that is, that cost corresponds 

to value of output), and thus the analysis is situated one 

level closer to the observable world. The production method 

also yields useful information about income generated from 

government activity and its location in the first round. 

-----_- - 
The major shortcoming of both approaches appears when 

we move from the static view to a dynamic world in which actions 

taken today affect economic structures and decisions in the 

future. Both approaches are pa~!icularly inept at handling the 

5 Note that our example deals with what some would regar~ 
as a disequilibrium situation, in which the same ~nput, 
labour is available in two different places at dlfferent , . 
prices. The implications for the measurement of rel~tlve 
quantities of resources employed by government hold In 
the general case so long as we do not assume convergence 
of the system as a whole. 

6 Since our observations are in monetary terms not physical 
units of labour or other resources. 
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impacts of large discrete capital expenditures. What are the 

effects on different regions of building the St. Lawrence Seaway 

or Mirabel Airport? Not only will the initial investment 

expenditure affect aggregate demand in particular regions and 

sectors, but private incentives will be changed, affecting 

investment decisions for many years in the future. Thus 

while aggregate demand theory may be useful in drawing short- 

-term implications from the spatial configuration of expenditures, 

if we accept the possibility that governments face policy choices 

which may not lead to a "socially optimal" course of action, it 

is not so easy to provide measurement or analysis of the 

structural and long-term impacts of government activity. ~ve do 

not claim to answer such questions, but we are prepared to launch 

the discussion with a hard look at where federal spending takes place 

in Canada -- a look which is based so far as possible upon 

actual disbursemén~rather than imputed values. 

II Coverage of the Data 

There are at least three generally accepted methods 

of measuring government expenditures: the Public Accounts; 

the Financial Management system used by Statistics Canada in 

Federal Government Expenditures; and the National Accounts.7 

While we have drawn upon many sources for our estimates the 

items we have included correspond most closely to those in the 

National Accounts definition, and it is against this total 

that we measure the extent of coverage of our distributions. 

7 See Statistics Canada, Federal Government Expenditures, 
Cat. No. 68-211, Tables 13 and 15 for a reconciliation 
of the three accounting systems. 

~. 
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Total federal expenditures on a National Accounts basis 

for 1974-75 were $30,693 million. We have a provincial distri- 

but ion of $23,853 million for that year (Appendix Table A-I). 

Including the $435 million in transfers to nonresidents, our 

coverage is about 78 per cent of all expenditures.8 Our 

estimates are not totally consistent with those of the National 

Accounts, since we have followed the cash-payment rather than 

accrued-payment principle and have also included expenditures 

of the Canada and Quebec Pension Plans which are not part of 

the National Accounts definition. We believe, however, that the 

overall difference is small. 

For more detailed comparisons of the categories of 

expenditure we have distributed it is convenient to 

use the Public Accounts standard object expenditures since much 

of our data is drawn from Public Accounts sources. The following 

table shows that in the categories for which we have collected 

data our coverage exceeds 88 per cent (over the three categories), 

although total coverage is only about 64 per cent. The main 

reason why coverage is lower when based on Public Accounts than 

on National Accounts definitions is that most of the activities of 

9 
funded accounts are excluded from the former. 

8 Data for total expenditures and transfers to non r c s i.dc n t.i: 
on a National Accounts basis is found in Federal Government 
Finance, Statistics Canada, Cat. No. 68-211, Table 15. 

9 Personal costs other than the wages and salaries could have 
been allocated on the basis of the wage bill distribution, 
increasing coverage to 81 per cent on the National Accounts 
basis and 68 per cent by Public Accounts c La s s i.f i.ca t i.ons . 
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The table also illustrates the Standard Object categories 

which have not been included in our data. Of the 35.6 per cent of 

Public Accounts expenditures which have not been allocated, 7.8 

percentage points are accounted for by missing transfer payments 

discussed in the footnote to the table. The other significant 

com[onents are Public Debt Ch~ges, 12 percentage points; Other 

Personal Costs, 3.9; Professional and Special services, 

(mainly contracts) 3.1; Utilities, Materials and Supplies, 2.4; 

and Transport and Communications, 1.8 percentage points. 
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Federal Expenditures and the Proportion Accounted for in our Distributions, 
1974-75 

(1) 2 
Standard 
object 

expenditures by 
the federal 
government 
per Public 
Accounts 

vol. I, 10.3 Category 
(MÜhons 

Salaries and Wages 4,251.6 

Other Personal 
Costs 937.5 

Transport and 
Communications 484.2 

Information 71.8 

Professional and 
Special Services 833.5 

Utilities, Materials 
and Supplies 640.5 

Rentals 211.5 

Purchased Repair 
and Upkeep 245.6 

Construction and 
Acquisi tion of 
Land, Buildings 
and Equipment 682.0 

Construction and 
Acquisition of 
Machinery and 
Equipment 434.5 

Grants, Contributions 
and Other 
Transfer Payments 13,893.3 

Public Debt Charges 3,208.4 

All Other 
Expenditures 874.8 

Total 26,769.2 

Per cent 
of total 
standard 
object 

expenditures 
"not appearing 
--in our 

distribution 

Comparable 
totals 

from our 
distributions 

(2) As a 
percentage 

of (1) 
of dollars) cent) {Per 

98.18 0.29 4,174.2 

3.50 

1.81 

0.27 

3.11 

2.39 

0.79 

93.46 0.33 1,273.0 

1 11,768.3 84.70 7.84 

11.99 

3.27 

17,215.0 35.60 

1 Excluding payments from funded accounts ($3,444.4 million) which are 
not part of Standard Object Expenditure, and payments to nonresidents. 
Transfer payments to nonresidents in the amount of $434 million are 
reported in Federal Government Finance, Statistics Canada, Cat. No. 68-211; 
most of these could be added to our figure, increasing our coverage to 
about 66 per cent Standard Object Expenditure. Other transfer payments 
which are missing from our data include transfers to own enterprises 
(more than $450 million net of remittances) and transfers to transporta 
tion companies (also measuring in the hundreds of millions of dollars) , 
as well as several dozen smaller programs falling under various 
departmental jurisdictions. 

2 Percentage of comparable Standard Object Expenditure only. The 
percentage of total Standard Object Expenditure is 64.31. 
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III Description of the Data 

1. Total Expenditure and Major Categories of Expenditure 

We noted above that for 1974-75 we have distributed 

$24 billion of federal expenditures on a National Accounts basis, 

or, when we exclude the operations of funded accounts (UIC, OAS 

and pensions), $17 billion on the basis of the Public Accounts 

Standard Object classification system. Following the more compre- 

hensive National Accounts definition, our total for 1974-75 is 

26 per cent greater than the $19 billion included in our tables 

for 1973-74 which, in turn, was 15 per cent greater than the 

$16 billion we can account for in the 1972-73 fiscal year. 

These totals are broken into five major categories 

according to two criteria: economic classification (payments 

for goods and services; transfers), and recipient (other levels 

of government; persons; business). 

The shares of the spending categories varied little 

over the three-year period. Transfers to other levels of 

government made up about one-third of our totals; the Federal 

Wage Bill including military personnel stationed in Canada, 

but excluding commercial Crown corporations, was 18 per cent; -, 

Transfers to Persons were nearly 40 per cent of the total: 

Grants, Contributions and Subsidies to Business were 3.6 per cent; 
10 

and Capital and Repair Expenditures about 5 per cent. 

10 Not including transfers to the federal government's own 
enterprises or transportation subsidies. 

L.___ --- 
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Table 2 

Average Share 

Expenditures and Shares of Major Spending Categories, 
1972-73, 1973-74, and 1974~75 

Expenditures 
Category 1972-73 1973-74 1974-75 1972-73 1973-74 1974-75 

(Millions of dollars) 

,-' 
Transfers to other 
levels of I 
governrnen t 5,423.9 6,282,q 7,999.2 

Federal wage bill 3,167.6 3,268.0 4,145.7 

Transfers to or in 
respect of persons 6,385.5 7,444.8 9,186.2 

Grants, contribu- 
tions and 
subsidies to 
business 439.4 647.8 1,089.7 

New capital and 
repairs 846.0 1,035.0 1,201.1 

Total 16,261.7 18,677.6 23,622.0 

(Per cent) 

---------.3362---------- 

---------.1818---------- 

---------.3934---------- 

---------.0359---------- 

---------.0528---------- 

--------- 1.00---------- 

Source Appendix Table A-I. 

2. Provincial Distribution of Total Expenditure 

(1) Measurement of Relative Expenditure 

In comparing federal expenditure between provinces or 

regions, we are not only concerned with absolute dollar amounts 

but frequently with questions of the proportion of these 

expenditures to the number of persons in different places. 

Thus more information is conveyed by the fact that federal 

transfers to persons amounted to $384 per capita to residents 

of Ontario compared with ~520 per capita to residents of 

Nova Scotia in 1974-75, than that the absolute transfers were 

$3.1 billion and $0.4 billion. 
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Standardizing our dollar measures by another 

variable such as population, makes sense whenever comparisons 

are made between areas as disparate as the Canadian provinces 

in terms of size, population and economic activity. The choice 

of a variable to use as the standard depends on the questions 

being asked of the data. For example, if we were assessing 

manpower mobility or DREE industrial development policies it 

might m~ke sense to evaluate federal efforts in relation to some 

criterion of need, such as unemployment or income. For other 

programs, say general industrial incentives or tarrifs, we might 

choose another measure of economic activity such as provincial 

product as our standardization variable. 

Our choice of a standardization variable is also 

influenced by the requirement that the measurement standard should 

be as independent as possible from the phenomena we wish to 

investigate. Thus in a Keynesian world, where government inter 

vention affects the level of activity in the economy, we might 

not want to use provincial product as our standard for comparison 

across provinces, since we expect it to be responsive to the 

distribution of government expenditures. 

In our tables (Appendix B) and in the comparative 

discussion which follows, we have chosen to adopt population as 

our standardization variable. This is done because we are dealing 

with many different programs and types of expenditure which may 

relate to social as well as economic policy objectives. 

It is also felt that in the short run at least it is perhaps 

the mo~t independent of federal expenditure of all the possible 

candidates. 
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(2) Relative Per Capita Expenditure between Provinces 

Our distributions show average federal expenditure 

ranging from $747/capita for the ten provinces in 1972-73 to 

$1055/capita in 1974-75.11 Expenditure was substantially above 

these averages in the four Atlantic provinces by amounts ranging 

r' from 34 per cent in Newfoundland, to 68 per cent in Prince 

Edward Island (Table 3). Manitoba and Saskatchewan also received 

more than the national per capita average; however, the differences 

were only 7 and 5 per cent, respectively -- much less than in 

Atlantic provinces. 

The two most western provinces received the lowest 

per capita federal expenditures, with Alberta at 12 per cent 

below average and British Columbia at 9 per cent below. Ontario 

was 7 per cent below average, while Quebec received just less 

(1.5 per cent) than the ten-province average. 

The data on per capita expenditures by province found 

in Appendix B shows that there were some changes over the three- 

year period in the position of several provinces relative to 

the ten-province average. There was very little variation, 

however, in the rankins of provinces, and in any event three years 

is too short a time to draw conclusions about trends in relative 

provincial receipts. Table 3 of the text thus presents a fairly 

Il The ten-province per capita average 1S calculated as: 
10 
L Expenditures 

i=l 
10 
L Population 

i=l 

Subsequent references to the "national per capita average" refer 
to the same statistic. 
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good indication of recent provincial standings with respect 

to the components of federal spending for which we have data. - . 

Table 3 

Relative Per Capita Expenditures Between Provinces, 
1972-73 to 1974-75 

Provinces 

Percentage of 
ten-province average 1 

per capita expenditure 
1972-73 to 1974-75 

Rank of provinces 
(highest = 1) 

Newfoundland 133.6 4 

Prince Edward Island 167.6 1 

Nova Scotia 155.4 2 

New Brunswick 135.5 3 

Quebec 98.5 7 

Ontario 93.0 8 

Manitoba 107.4 5 

Saskatchewan 105.3 6 

Alberta 88.5 9 

British Columbia 90.7 10 

10-Provinces 100.0 

. 1 The 10-province average per capita expenditure is calculated 
as 

1974-75 
1/3 I 

t=1972-73 

10 
I Expendituret 

i=l 
10 
I Population 

i=l Pop t 
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. . 

3. Sources of Variation Among Provinces 

Provincial receipts of federal expenditures vary partly 

because the categories of expenditure are distributed differently 

across provinces and partly because the relative importance of categories 

in the total varies. Sources of provincial differences from the 

national per capita average may be expressed as a summary index 

such as the one appearing in Table 4 . 

0" 

The table is constructed on the basis of three-year 

averages. The first row shows total expenditures as a percentage 

difference from the national per capita average -- directly 

derived from the first column of Table 3. The next five rows are 

the weighted percentage differences from the national per capita 

average for each category within the total. The weights are the 

average share of the category in the total at the national level 

(Table 2). Thus two items of information are combined to 

yield the cells of Table 4. The first is the variation among 

provinces within a category (row); the second is the importance 

of the category in the national total. The cells in the table 

may be converted into per capita dollar differences by taking 

the entries as a percentage of the average total per capita _ 

expenditure over the three-year period (second last column) . 

Comparisons can be made directly between any two cells and will 

be in the same proportion as the underlying average per capita 

dollar differences which result from the combined effect of the 

two f~ctors. For example, Transfers to Other Levels of Government 

in Ontario accounted for a shortfall of federal expenditures in 
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that province of 10 percentage points of total per capita 

. 12 
expenditure -- 1.5 per cent more than the amount (per capita) 

it contributed to Quebec, and about twice as much as the above 

average contribution of the per capita wage bill in Ontario. 

The advantage of our summary index is that not only can we 

make comparisons between provinces, within a category, but since , . 
the categories are weighted, we also have a direct measure of 

the relative importance of the categories In the shortfall or 

excess of total per capita receipts for each province relative 

to the national total. The index does, however, focus on 

differences between provinces and categories so that if we are 

interested in absolute size we would be better to work with 

the raw data as found in Appendixes A and B. 

Transfers to Other Levels of Government contributed 

the most variation and, in general, set the direction of provincial 

differences from total national per capita expenditures. The 

major exception to this tendency occurred in the case of Quebec, 

" 
where transfers to government are large and positive relative to 

the ten-province average; but total federal expenditures were 

less than average. The explanation is that federal wages and 

salaries paid in Quebec were substantially below average, off 

setting the effect of higher transfers.13 In Nova Scotia the 

above average per capita wage bill contributed more than the 

higher transfers to the province, making total expenditures come 

12 That is, total per capita expenditures across all provinces. 

13 We should be aware, however, that the negative influence of 
wages and salar ies in Quebec is probably overs ta ted, since the wage 
bill of Quebec residents employed in Ottawa is allocated 
exclusively to Ontario. 
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out some 55 per cent above average. In the case of Alberta, 

below average transfers to persons contributed most strongly 

to the province's relative standing. 

Within the Transfers to Other Levels of Government 

category, equalization payments, which totaled $1.8 billion in 

1974-75, varied from zero in Ontario, Alberta and British Columbia 

to more than $500 per capita in Nova Scotia and New Brunswick 

and to $700 per capita in Prince Edward Island and Newfoundland. 

Similar differences existed in other years and accounted for most 

of the observed variation in the total category (Appendix Table B-2). 

Other components of Transfers to Governments, mainly cost-shared 

programs such as health, postsecondary education, and welfare, 

tended to vary by less, but in the same direction as equalization 

payments. Exceptions were Nova Scotia and Saskatchewan, where 

these programs yielded less than average, while equalization 

payments were above average. In 1974-75, but not in other years, 

Alberta received more than average from these programs, but no 

equalization payments. 

The Federal Wage Bill made the largest per capita 

contribution to Nova Scotia, contributing nearly half of 

the amount by which total federal expenditures were above 

average in that province. The excess over the national average was 

about five times as great on a per capita basis in Nova Scotia 

as in Ontario. Prince Edward Island ranked next to Nova Scotia 

in per capita receipts of federal wages and salaries, followed 

by Ontario. Despite Prince Edward Island's high rank relative 

to other provinces in this category, wages and salaries contributed 
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less than one-tenth the amount by which receipts in Prince Edward 

Island were above the national average (Table 4). In Ontario, 

however, federal wages and salaries were by far the larqest above 

average category, offsetting half the province's shortfall in the 

transfers to government category. The Federal Wage Bill also 

made positive contributions to New Brunswick and Manitoba; however, 

as in the case of Prince Edward Island, the amounts were only a 

small proportion of their overall positive position in all 

categories. 

Those provinces receiving less than the national average 

in wages and salaries were British Columbia, Alberta, Saskatchewan, 

Newfoundland, and Quebec. British Columbia's shortfall was about 

12 per cent of the province's overall negative standing. In 

Alberta the wage bill contributed 17 per cent to the province's 

net negative standing in all categories. The shortfall in wages 

and salaries in Saskatchewan offset 60 per cent of the province's 

gain from transfers to governments. In Newfoundland the below 

average federal wage bill offset about one-fifth of the above 

average transfers to government. The negative influence of the 

wage bill in Quebec more than offset positive transfers to govern- 

h . d 14 ments over t e perlO . 

In the Transfers to Persons category the provinces 

ranked quite similarly to their ranking in Transfers to Other 

Levels of Governments, although the variation among provinces 

was only about half as great, so that the category was much less 

important in influencing the distribution of total expenditures. 

The Atlantic provinces received the highest per capita Transfers 

14 No allowance has been made for the caveat noted in Footnote 13. 
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to Persons, and these transfers contributed about one-fifth of 

Nova Scotia's total positive receipts and about 30 per cent of 

Newfoundland's, New Brunswick's and Prince Edward Island's. 

British Columbia ranked next to the Atlantic region in per capita 

receipts of Transfers to Persons. This was the only category 

in which British Columbia received more than the national average. 

Its positive influence offset more than half of the below average 

receipts in Transfers to Governments. Manitoba and Saskatchewan 

received close to the national average, while Alberta was sub- 

stantially below. In fact, the shortfall of Transfers to Persons 

accounted for 60 per cent of Alberta's total shortfall In all 

categories. Quebec and Ontario also received below average 

Transfers to Persons. 

Grants, Contributions and Subsidies to Business is not 

the refining operations to which they apply are found. The 

an easy category to assess in the summary fashion we have been 

pursuing in this section. It contains Oil Import Compensation 

15 payments which, among other conceptual problems, shows payments 

by head office of firms which are not necessarily located where 

category also contains agricultural subsidies which, not surprisingly, 

are minimal in British Columbia and Newfoundland (which have very 

little agricultural land), and are high on a per capita basis in 

Saskatchewan (wheat) and Prince Edward Island (potatoes). Industrial 

Assistance Programs tend to vary considerably from year to year 

among the Atlantic provinces; Ontario always received more 

than the national per capita average, while in two of the three 

years British Columbia and Quebec received more than the average. 

15 See detailed sources and calculations in Appendix C. 
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Very little of the industrial assistance expenditures went to 

the Prairie provinces. DREE Transfers to Business were greatest 

in the category is Canada Manpower Industry Training grants, which 

in Nova Scotia and New Brunswick, with Manitoba and Quebec also 

receiving more than the per capita average. The final component 

are small and vary according to unemployment rates. 

New Capital and Repairs again comprises a small share 

of total expenditures. The Atlantic and Manitoba received more 

than the national average, while Quebec and British Columbia were 

below average. Ontario, Saskatchewan and Alberta were at or not 

much different from the national per capita average. 

IV Impact of Expenditures on Regional Disparities 

There is no unambiguous method for determining the present 

or past impact of government expenditures on relative income and 

employment levels in the provinces. The assessment of effects 

depends upon being able to determine what would have occurred in 

the absence of government spending or under a different distribution 

of expenditures from the one we have observed. It is possible, 

however, to make some comparisons between the size of expenditure 

.- categories and the size of income disparities in order to gain a 

greater appreciation of the relative magnitudes (in a static 

sense) of the regional problem and programs which are in part 

intended to provide a solution. We can also, with the aid of 

16 Interprovincial Input-Output Tables, make a first approximation 

to what probably would have occurred had expenditures been 

distributed differently. 

16 R. Zuker, op. cit. 
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We will relate the results of an example of each of 

these exercises as they apply to data from our estimates for the 

1974-75 fiscal year. 

1. Transfers and Income Differences 

Federal government transfers to other levels of government 

and to persons, accounted for more than 10 per cent of the gross 

national product in recent years. The Atlantic region has 

received more from these programs than its share in the Canadian 

population, while the richer provinces of Ontario, Alberta and 

British Columbia have received less. We have noted that equaliza 
I 

tion payments are largely responsible for the shape of the 

distribution of transfers to governments; however, other programs 

including many applying to individuals have regionally 

differentiated effects. An example of the latter is unemployment 

insurance, where per capita benefits by province vary mainly with 

unemployment rate and, to some extent, with wage rates. Thus we 

will consider the entire package of transfer programs to govern- 

ments and persons as reported in Appendix Tables B-2 and B-3 for 

fiscal year 1974-75. 

On the assumption that a transfer dollar is equal 

to a dollar in personal income, the open bars on Chart 1 

illustrate the hypothetical differences in per capita 

personal income among provinces which would have existed 

had transfers been distributed on an equal per capita basis. 
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By comparison the shaded bars show actual differences from the 

Canadian average of per capita income from all sources. In 

fact, there will be income leakages between provinces,and income 

and employment multipliers which are not taken into account. In 

part these effects will be offsetting and in any event we expect 

them to be small relative to the equalizing influence transfers 
.", 

have had on provincial income gaps. 

- . 
Chart 1 

Actual Differences in Per Capita Personal Income, and Differences which Would Have 
Existed if Federal Transfers to Other Levels of Government and to Persons Had Been 
Distr.ibuted on an Equal Per Capita Basis, by Province, 1974-75 
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Our chart indicates that income disparities would have 

been greater had the federal government transferred money solely 

in proportion to population. The reduction in absolute terms was 

greatest in the Atlantic Provinces and was sufficient to eliminate 

more than 20 per cent of the gap which would have existed if transfers 

had been distributed on an equal per capita basis. The effects of 

the actual distribution compared to our hypothetical equal per 

capita distribution were less dramatic in the rest of Canada. 

Personal incomes in Quebec and Hanitoba were moved about 15 per 

cent closer to the national average by the share of transfers they 

received,while the richer provinces of Ontario, Alberta and 

British Columbia would have been even better off in the absence 

of the equalizing effects of transfers. Only in the case of 

Saskatchewan did the actual distribution of transfers increase 

the size of the income disparity;however,the amount involved was 

minimal. 

2. Federal Government Employment and Income Differences 

In 1974-75, the wage bill for general government workers 

and Canadian Forces personnel amounted to more than $4 billion. 

According to the estimates in Appendix Table B-3, 1974-75, govern 

ment wages and salaries in the Maritime provinces, particularly 

in Nova Scotia and in Ontario were substantially above the per 

capita average of $185 for the ten provinces. The federal wage 

bill in Manitoba was just above average, while Alberta and 

British Columbia were 11 and 8 per cent below, respectively. 

Saskatchewan and Newfoundland fall well below average (26 and 

". 
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30 per cent). Quebec received the smallest per capita amount, 

17 
-45 per cent below average. 

It is of some interest to enquire what kinds of effects 

a policy of redistributing federal employment could have in 

reducing disparities in unemployment and income. The redistribu- 

tion we will examine is one which would give the provinces an 

equal per capita share of federal wages and salaries. We then 

use the DREE Input-Output matrices to estimate the total income 

effect this will have, after allowance has been made for successive 

spending rounds and employment multiplier effects to work through. 

If there is sufficient slack in the labour markets into which 

federal employment is shifted to absorb the additional workers 

without bidding labour away from other enterprises, and if the 

wage-employment elasticities in both the sending and receiving 

regions are relatively constant over the range of the changes 

we make, then the results of the exercise will be a good 

'approximation of the income effects of the redistribution. The 

results are shown in Table 5. 

The figures in the first row show how much more or 

less each province received in 1974-75 in federal wages and 

salaries than it would get on an equal per capita distribution. 
I 
Thus Ontario, for example, got $429 million more federal wages 

and salaries than it would with an equal distribution, and Quebec 

$509 million less. 

17 Again we note that the wage bill is distributed by province 
of employment, not residence. Because of living and employ 
ment patterns in the Ottawa-Hull area we would expect a net 
transfer from Ontario to Quebec if we could convert the 
figures to the latter basis. 



til 
QI 
0 

@ .~ 0 ~ 0 · fol :> r-- a I .-i I-< 
H to <II 
Il< r:: 0, a to .... Il< 

tr> 
to QI 0, 

.c: ·ri Il: r:: 

.j ~ M N .-i .... · N II-I..!< 
ID .-i a H 

-ri.-i M 1/1 
+1;£ I-< a I I 

ItIU t: 
QI ~ 
p~ 

to I-< to 
+I 1/1 "'" .-i a~ H · · M 
QI ID M QlU 

QI .0 M 1/1 0 
U .-i I I 11-1 

~ ,cC ~o 
e:: 

:> O.-i 
0 ·ri ·ri 
H 

~ 
til 0 

Il< 'ri r:: 
:> :;3 

>. QI ·ri 0 
.Q .c: 0 r-- 1/1 OU 

0 · · ID 
+I "'" co til 0 

til to "'" 1/1 ·ri ·ri 
·ri ..!< I I III El 
01 (Il >'0 
to to .-it: 
ItI (Il to 0 

.to ~~ 
+l 
·ri to u= 
0. .Q 'ri ~ 
to 0 f:i QI 
U +I ID M OH 

-ri · · t: :;3 
H t: .-i N 0+1 
QI ~ O'ri 
Il< r.J'O 

e:: ~ , QI 
to HO. g. 0 0 ~&! .,oj 0 "'" r.J H · r- 

III 0\ co t:.-i 
é +I N 0\ o to 
to <5 "'" 1/1 -ri H 

III QI 
t: ~'g 0 :>r.. 
t: 0 "'" ID 1/1 
0 QI · · .-i ~II-I 
..-I .0 0\ r-- .-i .-iO 
+I QI 0 0 CIl 
:;3 1/1 r- oo t: 
:S I I o 0 

~..-I 
H +I 
.jJ +1:;3 
(Il ..!< ::s .Q , 
..-I U 0...-1 
0 -ri +lb 3: 3: r-- ID e-- ? -~ III QI III · N 

Z t: .-i e- 
:5 :;3 .-i .-i +10 

H ::s 
..-I ItI o..-i 
) t: to 

H-ri ~ 0 
.-i to .-ie:: 
-ri to -ri N ID co III-ri 
ItI :>+1 · · M -ri > o 0 r- "'" M o 0 
QI Z 0 0 e- e:: loi 
tr> (Il N N 'ri Il< s ~ QI 

.-i aJ'O'O ~~ «I o I-< s::: ~= H c:: III to ID "'" 0 
CIl -ri ~ .-i · · co +1'0 
'0 loi '0 (Il ID 0\ t: r:: 
CIl Il<CilH H III r.. c:: --, 

11-1 ,cC1D 
0 '0 = r- c:: 0\ '. t: to ~.-i 
0 ~ 

~ >0 " ..-I '0 co "'" ~ 
+I § · · r-- ..!< Ils ::s 0\ co i3~ :S 0 N M 

11-1 I I , 
11 ) • t: 

QI +I Il: 0 
CI) Z t: ·ri 
..-I QI 5 III • 
0 H loi t:1D 

~ & (Il 

...... 1-<11)r- 
+I .-i III 11-1 0. 0\ 
t: U.-iC::H H III 'o~.-I CIl 11-1 11) a 11) c:: III :3: «I .-i I-< 
(Il o :;3 ·ri .-i a ID O.-i 11) «I QI , 
QI t!'+I.-i .-i III H.-i -ri .-i +I 0 I-< 
H +I <II ::l a +I 11) !Il a >OO.-i 11) -ri al 
Il< ·ri .0'0 U ·ri <!) e:: '0 .0 c:: a .-iEl.Q 

0 H ·ri Ils 0 U -ri -ri '0 B g ~ 11-1 ·ri QI I-< 11-1 o.c:: X 11-1 'o:>~ 
0 11-1 :> +I 0 e ·ri Q) III a Q) 0 .-i 0 U 

Q) 0 (Il ·ri :> ~ '0 I-< c:: Ils U Q) 
c:: '0 .-I - ri III o 11-1 .... III ·ri 0.. a UCilO 

lfl 0 1-<.-i'Or:: '0 l-4 a U r:: :> ·ri 
(Il a 'M a Q) 0. ·ri 0 ·ri +I +I 
..-I .Q r1l .... ~ Q) 4-1 ·ri '0 c:: r1l QI 

al H III +1M r1l .-i E QI M Q)M U ,.., r1l (Il Q) ·ri M e r1l0'O.-i N (Il ::l 
~ .0 0.. Q) tJ'I o..·ri ·ri +I U .~ <li 0.. 

Itl El U r1l cO e +I o s::: I-< 3: ~& a 
8 x ) U ~ (Il +I·ri 0 ~ £ til 8 r.J r.J 



- 26 - 

The second row shows the estimated effect the first 

row had on total income after allowing for all multiplier 

effects (including interprovincial linkages) and, therefore, 

. 18 
indirectly on employment, and perhaps on the unemployment rate. 

Thus Ontario's income is estimated to have been $598 million 

higher than it would have been under an equal per capita 

distribution, and Quebec's $708 million lower. 
·8 

The third row converts the results of the second row 

to per capita values. It shows that Ontario's gain as compared 

with the equal per capita distribution is $74 per capita and 

Quebec's loss $115. The fact that the actual distribution of 

federal wages and salaries was different from an equal per 

capita distribution may well have been partly responsible for 

Newfoundland's shortfall from the Canadian average in per capita 

income and its higher than average unemployment rate, while 

it may also have prevented the other Atlantic provinces from 

being worse off than they were. The three western provinces, 

like Quebec and Newfoundland, had lower per capita incomes 

than they would have with an equal distribution. 

v. Conclusion 

This paper has set out a methodology for allocating 

a large share of federal expenditures on a geographical basis, 

and presented estimates of the provincial distribution of transfer 

. payments, wages and salaries and capital expenditures for three 

fiscal years. 

18 We say perhaps, since it is conceivable that employment 
changes will be met with changes in migration or 
participation rates which will leave the unemployment 
rate unchanged. 
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In examining the data we find that the Atlantic 

region receives the highest per capita share of federal money; 

however, much of it is in the form of transfer payments, and we 

have no evidence on whether the region receives more or less 

than its per capita share of interest on the public debt, and 

government purchases of goods and professional services for 

which we have not made estimates. 

. . 
We have also taken a small step towards analysing 

the impact of federal expenditures on regional disparities; 

however, we recognize that much work remains to be done in 

this area, including refinement of theoretical approaches to 

analysis of failures and possibilities for policy designed 

to overcome persistant regional imbalances in employment and 

income opportunities. 
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APPENDIX A 

Millions of Dollars 
The Distribution of Federal Government Expenditures 

by Province, 1972-73, 1973-74 and 1974-75 

_- 

Table 1 -- Summary of Federal Government Expenditures, 
1972-73, 1973-74 and 1974-75 

Table 2 -- Federal Transfers to Provinces and Local 
Governments, 1972-73, 1973-74 and 1974-75 

Table 3 -- Federal Government Wage Bill, 1972-73, 1973-74 
and 1974-75 

Table 4 -- Transfers to or in Respect of Persons, 1972-73, 
1973-74 and 1974-75 

Table 5 -- Grants, Contributions, and Subsidies to Business, 
1972-73, 1973-74 and 1974-75 

Table 6 -- Federal New Capital and Repair Expenditures, 
1972-73, 1973-74 and 1974-75 

Source See Appendix C 
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APPENDIX B 

Per Capita Dollars 
The Provincial Distribution of Federal Expenditures, 

1972-73, 1973-74 and 1974-75 

Table 1 -- Summary of Federal Government Expenditures, 
1972-73, 1973-74 and 1974-75 

Table 2 -- Federal Transfers to Provinces and Local Governments, 
1972-73, 1973-74 and 1974-75 

Table 3 -- Federal Government Wage Bill, 1972-73, 1973-74 and 
1974-75 

Table 4 -- Transfers to or in Respect of Persons, 1972-73, 1973-74 
and 1974-75 

Table 5 -- Grants, Contributions, and Subsidies to Business, 
1972-73, 1973-74 and 1974-75 

Table 6 ~- Federal New Capital and Repair Expenditures, 
1972-73, 1973-74 and 1974-75 

Source See Appendix C 
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APPENDIX C 

• 



This table presents estimates of total expenditures for 

the five major categories which are detailed in the following 

tables. The estimates relate to the operation of federal depart 

ments, commissions, agencies and noncommercial Crown corporations, 

such as the Economic Council of Canada. Activities of government 

enterprises which produce goods and services for sale at a price 

related to costs are excluded from totals and from the detailed 

tables. These enterprises are listed under 3. below. 

Sources and methodology are as per the following tables. 

:. . 
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APPENDI~ C 

Sources and Calculations Used in Compiling the Data 

1. Table 1: Summary of Federal Government Expenditures by Province 

2. Table 2: Federal Transfers to Provinces and Local Governments 

The major source of data is the "Summary of Federal 

Contributions to the Provinces," a mimeo produced by the 

Department of Finance, Federal-Provincial Relations Division, for 

each of the fiscal years. (Attached sheets give detail on Federal 

Contributions to the Provinces under Conditional Grants and Shared 

Cost Programs which may be of interest to some readers, but which 

have not been included with our tables.) Supplementary information 

from Federal Government Finance, Statistics Canada, Cat. No. 68-211, 

was used to make comparable estimates for: 

(i) Yukon and Northwest Territories; and 

(ii) Local Governments. 

~- 
, 

Some items have been reclassified from the Department 

of Finance source and others bear special comment. 
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Other Unconditional Grants 

The largest component is "revenue guarantees". 

"Grants in Lieu of Taxes", to provinces, appear In a separate 

category in the Finance source but are included here in our data. 

Postsecondary Education 
v , • 

Federal contributions to postsecondary education are 

•• made up of three components: tax abatement points, equalization 

and cash grants. Our estimate in this category includes only 

the Department of Finance's estimate for the tax abatement and 

cash payment portion; equalization (about 5 per cent of the total) 

is included in the "equalization" category. The formula for 

the total contributionl is unrelated to the amounts in the 

components and thus the provincial distribution in our post- 

secondary education category will differ from the distribution 

of total postsecondary education contributions to the extent 

that the associated equalization is distributed differently. 

The amounts of equalization on postsecondary education financing 

for all provinces were as follows: 

1972-73 $51.3 million 

1973-74 $59.3 million 

1974-75 $ 71. 5 million 

Data for the federal contributions to Quebec include 

the applicable tax abatements for programs where "contracting 

out" has occurred (hospital insurance and welfare programs). 

The value of the tax abatement is as calculated by the Department 

of Finance. Inclusion. of these amounts allows comparison between 

provinces. 

1 Total contribution equals 50 per cent of allowable operating 
expenses of postsecondary educational institutions. 
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3. Table 3: Federal Government Wage Bill 

(a) "Budgetary" wages and salaries include the wage bill 

of: (i) public servants as given by the "general government" 

category in Federal Government Employment, Statistics Canada, 

Cat. No. 72-004; and, (ii) Canadian forces personnel as supplied 

by tL.= Financial Services Branch of the Department of National 

Defence. General government includes departments, departmental 

agencies, administrative and regulatory agencies, but excludes 

commercial Crown corporations, military personnel, elected 

representatives, and the Governor General. 

." 

.. 

The provincial distribution of wages and salaries is on 

the basis of place of employment not place of residence of employees. 

For the fiscal year 1972-73 and 1973-74 it was necessary 

to adjust the Stati~tics Canada data to take account of a 

definitional change introduced by Statistics Canada in the second 

calendar quarter of 1974. The definitional change resulted in 

data relating to the category "Administrative, regulatory and 

special funds and agencies" being moved from "government 

enterprises" to "general government". Since this category was not 

previously published as a separate item.,the adjustment was made by 

taking the proportion of the category in fiscal 1974-75 relative 

to government enterprises on the old definition out of "government 

enterprises" and adding it to "general government" for earlier 

years. The 1974-75 by-province distribution was maintained in the 

adjustmen~ except for the Yukon and Northwest Territories where the 

category first appeared during 1974-75 and it was assumed that 

there were no waqe s paid in the category before that time. 

'l. 
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(b) The definition of government enterprises stipulates 

that they are(~) established by a political decision-making body 

to produce goods and/or services for sale on the open market at a 

price related to cost, (b) maintain independent accounts; (c) have 

relatively autonomous management;and(d) are staffed by personnel 

not normally subject to statutory requirements governing employment 

in the general public service. 

"Government Enterprises" include the following: 

Air Canada; 

Airtransit Canada; 

Canada Deposit Insurance Corporation; 

Canada Development Corporation; 

Canadian Arsenals Limited; 

Canadian Broadcasting Corporation; 

Canadian National Railways; 

Canadian Overseas Telecommunications Corporation; 

Canadian Saltfish Corporation; 

Central Mortgage Housing Corporation; 

Connlab Holdings Limited; 

Crown Assets Disposal Corporation; 

Eldorado Aviation Limited; 

Eldorado Nuclear Limited; 

Export Development Corporation; 

Farm Credit Corporation; 

Federal Business Development Bank; 

Fresh Water Fish Marketing Corporation; 

General Plastics Company Limited; 

National Harbours Board; 
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Northern Canada Power Commission; 

Northern Transportation Company Limited; 

Petrosar Limited; 

Polysar Limited; 

Polysar Plastics Limited; 

Royal Canadian Hint; 

The St. Lawrence Seaway Authority; 

The Seaway International Bridge Corporation,Limited; 

Trent Rubber Services Limited; 

Yarmouth-Bar Harbor Ferry. 

• 

4. Table 4: Transfers to or in Respect of Persons. 

This table presents payments to persons by place of 

residence, mostly compiled from the Public Accounts. The exceptions 

for sources of data are the pension plans: 

(i) Veterans' Pensions and Allowances were obtained from 

the Department of Veterans Affairs. While no data has been 

obtained for payments in the Yukon and Northwest Territories or 

outside of Canada, we suspect that a positive amount is involved. 

(ii) Public Service Pension payments are estimated on the 

basis of information supplied by the Department of Supply and 

Services which administers the public service Superannuation 

fund. In this case we know the provincial distribution of pension 

payments as of September l, 1976. This distribution was taken back 

and applied to the total payments for the fiscal years covered by 

the tables. The distribution will lack precision as the distribution 

of pensioners or relative sizes of pensions, by province, has 

changed over time. 
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, .. 

(iii) Canada and Quebec Pension Plans data was derived from 

publications of the respective pension plans: the Canada Pension 

Plan Annual Reports and the Quebec Pension Plan Statistical Bulletin. 

The former publishes data on the provincial distribution of payments 

on a gross basis which includes uncashed cheques, retrievals etc. 

The data was adjusted to reflect total net disbursements in 

proportion to the gross distribution. Data on Quebec Pension Plùn 

payments,by province,was available only for the calendar year 1975. 

T~his distribution was used to allocate total payments for the three 

fiscal years covered by our tables. 

•• 

5 Table 5: Grants,Contributions and Subsidies to Business 

(i) Oil Import Company Program -- "payments to 

refiners and other persons who import crude oil and petroleum 

products". Data on actual payments for 1973-74 and on accrued 

payments for 1974-75 was obtained from the Department of Energy, 

Mines and Resources. The 1974-75 distiibution was used to 

distribute the actual payments given in the Public Accounts, vol. II, 

4.8 for that year. Data relate to the location of head offices of 

claimants and,therefore,may not reflect the distribution of oil 

products consumed or refining operations to which the payments apply . 

It should be noted that the program is intended "for the restraint 

of prices of petroleum products to consumers primarily in the 

Atlantic provinces, Quebec and that part of Ontario east of the 

line known as the"Ottawa Valley Line" (Pub~ic Accounts, vol. II, 

4.6). However, since western oil prices are also controlled, 

there is an implicit subsidy to western oil consumers which 

does not show up in government expenditures. 



$48 million in 1972-73 and 1974-75,and $58 million in " r 
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ii) Department of Industry, Trade and Commerce, 

Industrial Assistance Programs. The data include disbursements fOJ 

14 incentive and development programs operated by the department. 

The programs cover areas such as innovation, productivity, financing, 

marketing and special industry incentives. The largest individual 

programs are the following: 

Defence Industry Productivity Program (DIP) -- 

1973-74. 

-- Programs for the Advancement of Industrial Technology 

(PAIT) -- $27 million in 1972-73,$26 million in 1973-74 

and $29 million in 1974-75. 

-- General Adjustment Assistance Program (GAAP) 

. (objective to assist manufacturing industry to improve 

its position in meeting international trade competition)0 

-- $14, $18 and $32 million in the three fiscal years 

1972-73 through 1974-75. 

-- Shipbuilding assistance under the Ship Construction 

Subsidy Program (SCSR),and Shipbuilding Temporary 

A$Sistance Program (STAP),which together accounted for 

$32, $34 and~5 million in the three fiscal years. 

Data for two programs include amounts other than 

transfers to business but which could not be eliminated from the 

distribution. In the case of the Industrial Design Assistance 

Program some scholarshi~and grants to individuals and institutions 

are included (total program $259-540 thousand per year in the 
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period considered). The amount of money misallocated under this 

program is small and does not seriously affect the quality of the 

datai however, a more serious distortion is introduced by the 

inclusion of the General Adjustment Assistance Program,where a 

large part of expenditures are in the form of insurance of loans 

and even direct loans to manufacturers· wishing to improve their 

international competitive position. A case can be made for 

including loan insurance as a contribution to business, but loans 

themselves (some $10 million out of total expenditures of $97 

million since 1968) ideally should be eliminated. 

_ .. 

(iii) Agricultural Payments 

The activities of four agricultural programs are 

included in [l'able 5. (a) The largest program is subsidies to 

producers on milk and cream for manufactured products, administered 

by the Canadian Dairy Commission. These payments accounted for 

$101, $142 and $230 million in the three fiscal years, or more than 

60 per cent of agricultural payments in the table. Source: the 

Canadian Dairy Commission. (b) The Two-Price Wheat Program 

accounted for $63, $70 and $81 million, or about one-third of 

agricultural subsidies in the first two years, and a little more 

than one fifth in 1974-75. Source: Department of Agriculture, 

Grains and Special Crops Division. (c) Operations of the 

Agricultural Stabilization Board resulted in payments which varied 

from a low of $97 thousand in 1973-74 to $46.5 million in 1974-75. 

The main source of increase was the payment of substantial beef 

subsidies in fiscal 1974-75. Source: Agricultural Stabilization 

Board. d) Payments under the Prairie Farm Emergency Fund, a total 

of $6.3 million over the three-year period,come from the Public 

Accounts, vol. II, 1.19. 
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(iv) Dree--data relating to DREE's grants, contributions 

and subsidies to business are taken from W. I. Gillespsie, and 

R. Kerr, "The Impact of Federal Regional Economic Expansion 

Policies on the ,Distribution of Income in Canada", Preliminary 

Draft, April 1976, worksheets for Appendic C. 

(v) Manpower Tranining on the Job and Industry Training 

Program. Source: Public Accounts, vol. II, 34.10. 

6 Table 6: Federal New Capital and Repair Expenditures 

BTata provided by Statisitcs Canada, Capital Expenditures Section. 

The data include information on federal government departments 

and commissions, agencies or non-commercial corporations reporting 

through departments (i.e., the same universe as the "general 

government" category used in distributing government employment) • 

Location refers to location of installation which may ,of course, 

differ from location of production or purchase. 
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