RCOA
Library

Bibliotheque
RPECH




Management Consultants

7:&-5'« Thome Stevenson & Kellogg

Project Report

EVALUATION OF THE
SUBSIDIARY AGREEMENT
FOR PLANNING

FINAL REPORT

Prepared for
Nova Scotia Department of Deveiopment

Department of Regional Economic Expansion

Prepared by

R.B. Robinson
S.E. Varette
D.A. Smith

Ottawa
May 1981
6935/ml




.

Chapter

v

TABLE OF CONTENTS

INTRODUCTION

A. The general development agreement
B. The planning subsidiary agreement
C. Mandate for evaluation

OUR APPROACH

A. Refining the program model

B. Background data from project files

C. Selection of projects for intensive study
D. Identification of outcomes

E. Data analysis

THE SUBSIDIARY AGREEMENT FOR PLANNING:
IMPLEMENTATION REVIEW

A. Introduction

B. The Planning Sub process

C. Basic project data

SELECTED PROJECTS: COSTS AND OUTPUT
A. Methodology

B. Review of projects: Physical and Resource

Planning

C. Review of projects: Research and Studies to

Investigate Development Opportunities
D. Review of projects: General Development
Planning

Thorne Stevenson & Kellogg

10
12
12

13
13
13
23
35

35

31

59



Chapter

V  THE SUBSIDIARY AGREEMENT FOR PLANNING:

AN OVERVIEW AND RECOMMENDATIONS
A. Implementation of the agreement
B. Selected projects: arriving at costs and

benefits
C. A second generation agreement

REFERENCES
APPENDICES

A. Project Data Sheet and Interview Guides
B. Summaries of selected projects

Thorne Stevenson & Keilogg

Contents (Cont'd.)

Page

63
63
65
70

73

74
89



l
INTRODUCTION

A. THE GENERAL DEVELOPMENT AGREEMENT

The Government of Canada and the Province of Nova Scotia signed
the General Development Agreement (GDA) on September 12, 1974. The
Agreement provides a general framework for the coordinated planning and
implementation of measures for economic and socio-economic development
in Nova Scotia. The federal Department of Regional Economic Expansion
(DREE) and the provincial Department of Development (DOD) share
responsibility for the management of the GDA.

The GDA seeks to:

» Encourage the expansion or maintenance of viable, long-term
employment opportunities and optimum quality of life in Nova
Scotia. '

» Increase the earned incomes of the people of Nova Scotia.

» Assist in the development of a dynamic and creative provincial
economy which will encourage the growth and stability of
economic activity in the province.

Pursuit of these objectives involves joint analysis and review of Nova
Scotia's social and economic conditions, as well as joint identification and
promotion of developmént opportunities. The GDA's vehicle for exploring
these opportunities is the subsidiary agreement. :

A number of subsidiary agreements have evolved in response to the
sectoral and geographic strategies set out in the.GDA. The partners of
each agreement -- DREE and the provincial department concerned --
determine the cost-sharing arrangement based on respective interests
in the initiative and other considerations. Examples of subsidiary
agreements include Tourism, Energy Conservation, Industrial Develop-
ment, Mineral Development and Planning. Provincial-federal cost

sharing ratios for these agreements range from 1:1 for Planning to
1:5 for Mineral Development.

Thorne Stevenson & Kellogg



In establishing the GDA as the umbrella for these subsidiary agreements,
the two governments recognized the need for planning at two levels:

» Detailed analysis to determine the feasibility of identified
opportunities and the initiatives required to achieve them.

» Planning in relation to the infra-structure and implementation
capacity required to support identified opportunities.

These planning needs have been addressed through two approaches.
Several of the focussed subsidiary agreements include a formal planning
component; others have an implicit planning orientation in their develop-
ment mandate. The second planning instrument is a separate subsidiary
agreement created solely for planning.

B. THE PLANNING SUBSIDIARY AGREEMENT

An interim planning agreement between Canada and Nova Scotia,
signed in 1973, sponsored a number of studies to investigate development
opportunities. The Subsidiary Agreement for Planning (the Planning
Sub) signed under the GDA on June 22, 1976 continued this arrangement.
Originally destined to terminate on March 31, 1980, the agreement has
since been extended to March 31, 1982.

With a budget of $5 million shared equally by Canada and the
province, the Planning Sub, through three program initiatives, was
intended to:

» Provide a capability for undertaking studies and conducting
planning required to identify and analyze economic and socio-
economic opportunities in Nova Scotia.

» Develop strategies, programs and subsidiary agreements pur-
suant to those opportunities.

Investigation of development opportunities would focus on jointly

identified areas of interest which required additional research and
planning before drawing up a specific subsidiary agreement.

C. MANDATE FOR EVALUATION

Section 12 of the General Development Agreement requires each

Thorne Stevenson & Kellogg



subsidiary agreement to include provisions for evaluation. Similarly,
the Planning Sub itself specifies under Section 13 that the Agreement
be evaluated in relation to its stated objectives.

Specifically, the evaluation should:

>

Assess the efficiency and effectiveness of the programs under
the Planning Sub with respect to the stated objectives.

Evaluate the Agreement with respect to its impact on the general
economic and socio-economic development of Nova Scotia.

Terms of reference for the study recommended a general strategy
which recognized the measurement difficulties associated with the
diverse and qualitative nature of the projects. The Abt Associates of
Canada/Thorne Stevenson & Kellogg proposal accepted by the Project
Team incorporated these terms of reference into its research approach.

This report reviews the activities outlined in our interim methodology
report, summarizes the data collected and analyzes their impact on the
Planning Sub objectives. Specifically: :

»

>

Chapter |l describes the various stages of data gathering.

Chapter Ill reviews the implementation of the Planning Sub
including program design and basic project data.

Chapter 1V presents an analysis of the costs and benefits of
selected projects.

Chapter V draws together both qualitative and quantitative
outcomes and discusses their implications for the existing
and future Subsidiary Agreements for Planning.

An Executive Summary is presented as a separate document.

Thorne Stevenson & Kellogg -3-



OUR APPROACH

Exhibit 11- 1 presents the research design which guided the evaluation.
Revisions were made to the original framework after orientation with the
Project Team. Implementation of the design involved several stages.

A. REFINING THE PROGRAM MODEL

Our proposal drafted a preliminary program model representing the
process and objectives of the Planning Sub. Review of background
documentation and discussions with members of the Coordinating and
Management Committees sought to clarify the origins and intent of the
Agreement and the process of implementation. Interviews with project
team members also contributed to our understanding. A revised program
model is presented in Chapter 1l11.

B. BACKGROUND DATA FROM PROJECT FILES

1. Update of project status

The number and status of projects had changed since the time
our proposal was submitted. Exhibit 11-2 provides a revised summary
based on DOD information as of January 31, 1981. Exhibit Il-3 lists
the additional projects approved to that date.

The number of newly approved projects represented a 24%
increase over the base assumed in our proposal. However, because
of the particularly heavy weight of new projects in the General
Development Planning program (as a proportion of all such projects),
we included all new projects to January 31, 1981 in the data-gathering
stage.

As explained below, the number of projects treated as compiete

for data-gathering was 34, an increase of 9 (36%) since the time the
proposal was written.

Thorne Stevenson & Kellogg -4 -
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EXHIBIT II1-1.

Research design

Policy Question

Research Question

Data Item

Data Source

What is the im-

pact of the Planning
Subsidiary Agreement
on the economic and
socio-economic develop-
ment of Nova Scotia?

- Have projects matched -

the intent of the
Agreement? _

Have individual studies
led to development of
strategies, programs
and other subsidiary
agreements?

Where implementation
has formed part of the
project, has: ‘viable: -
long-term employment
resulted" =

Has ‘the avallabllnty of
subsidized planning
studtes in specified

- areas - directed ; -

Lieyn

attention away from
other planning -
priorities ? o

Do the studies funded -
under-the Agreement -
appear to have been
good investments?

“Stated objectives. of

“projects- matched

“against criteria sug-
/gested by the Agree-
ment

:OUtput !ne.asurjes -
-accomplishment /impact
‘of- projects ..

Costs -= contract, pro-
Ject team staff time,
;oyerheac_is, :

~Jobs created on projects
‘(ignoring possible reser-
vatfons on incremen-
tafﬂlty and attribution).

Studles proposed by pro-

vingial departments and
not funded. _Fit with

other plannino activities. -

Benﬁﬂts and costs of

prolacts:. :

Management Committee
submissions stating
objectives of the
project. '

Project reports.
Interviews with
project teams.

Project team interviews.
Secondary sources.

Departmental .interviews.

Output analysis.
Project and administra-
tion costs.
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EXHIBIT 1l-1. Research design (cont'd.)

Policy Question

Research Question

Data ltem

Data Source

Have projects under
the three program
areas been effi-
cient and effective
in relation to stated
objectives?

What changes are
indicated for a
potential Second
Planning Sub-
Agreement?

Is work on projects of
appropriate quantity
and quality?

What projects are
funded?

Should a future
Agreement provide
a different focus?

Can or should a more
objective set of funding
criteria be developed?

Should the approval .
and implementation
process be changed?

Contracting arrange-
ments.. Project per-
formance

- on time

- on budget

Analysis of project

match with program

criteria.

Proposals not funded

(if available) and pro-

posals funded through

other arrangements

- internal depart-
mental

- other subs

Relative success of
projects under the
three program com-
ponents.

Degree to which
criteria were used
to select projects.

Delays and ob-
stacles to pro-
cessing a project.

Project files, project
team interviews

Project files.
Interviews with project
teams and departmental
officials.

Project analyses.

Analysis of match
between project
objectives and
Agreement criteria.

Project team and
departmental
interviews.
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EXHIBIT .11-2. Status of projects as of January 31, 1981

Number of Projects

Total Cancelled/
Approved Complete Active Transferred
Program 107601
Physical and Resource i
Planning 8 2 5 1
Program 107602
Research and Studies to
Investigate Develop- 2
ment Opportunities m 20 18 3
Program 107603
General Develop-
ment Planning 15 6 7 1
TOTALS 63 28 30 5

Approved
in Principal

lTwo projects at least 90% complete in terms of funds disbursed

our proiects at least 90% complete.



EXHIBIT 11-3." Projects approved between proposal and January 31/81

Program  Project # Project Name $ Budgeted $ Remaining
107601 (h) Water Resources - South-West
N.B. - Part Il 150,000 150,000
Total L BN BN BN BN BN B AN Y I;.......Q’..‘ 150'000
%ReVised BUdget too;t;ootoo 10%
107602 (m SYSCO Rail Market Study 75,000 75,000
(mm) Viability Study Group
Management Projects 30,000 30,000
(nn) 1.D. Il - Project | -
Implementation 25,000 25,000
(00) Native Economic Development 50,000 50,000
TOtal -------------- s Freas N 1 80, 000
% Revised Budget 6%
107603 (h) Evaluation of the Planning Sub 40,000 40,000
() Updating Input-Output Tables 50,000 50,000
(i) Freight Movement & Port
Development (HDRP)1 35,000 35,000
(k) Ind. Fabric/Future Ind.
Study (HDRP) 33,000 33,000
(n Ind. /Port Development
Policy Review (HDRP) 15,000 15,000
(m) Ind. & Port Development :
Option (HDRP) 30,000 30,000
(n) Econ. Studies - Prep. of
Econ. Forecasts (HDRP) 30,000 30,000

Totaleoeeeoovons esesescees 233,000
3 Revused Budget ....... 47%

L Projects (j) to (n) are all components of the Halifax - Dartmouth
Regional Plan, Activities were assigned to separate projects for
administrative ease.
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2. Coding sheet design

A standard coding sheet was drafted to collect data from project
files (see Appendix A). Section A applied to all projects and covered the
following items: )

> Project number and name.

» Department or organization responsible for implementation.
> Total estimated and revised budget.

» Authorization date.

> Stated objectives and their fit with general and specific
program criteria.

» Contractual arrangements.
» Current status.
» Money spent as of January 31, 1981.

The implicit criteria and stated priorities for project selection were
drawn from the Subsidiary Agreement for Planning and the attached
Schedule A. General criteria apply to all three programs; the set of
specific criteria differs for each. Coding the project's fit with criteria
was mainly a subjective process. A sample of projects was completed by
two coders to provide a check on consistency.

The focus of this stage is important to keep in mind. We were
considering the apparent compliance with program objectives in the
selection process based on documentation only. Actual compliance
was addressed in project team interviews.

Section B of the coding sheet applied only to completed projects.
Data of interest included:

> Project control -- completion of the project on time and
on budget, general satisfaction of stated project objec-
tives, return of money to the Planning Sub-Agreement.

» Outcomes and recommendations -- documentation of any

known impact the study has had in terms of further studies,
policy action or program implementation. ,

Thorne Stevenson & Kellogg



Since a separate file of unsuccessful proposals did not
exist, our coding sheet did not attempt to identify documented reasons
for rejection. These proposals were analyzed separately.

3. Data gathering

Section A of the coding sheet was completed for all 63 projects
approved to January 31, 1981. Project briefs, terms of reference and
project authorizations constituted the main data sources.

Section B was completed for 34 projects -- 28 formally complete
and six considered effectively complete in terms of expenditure of funds
and progress. Notes on pro;ect outcomes prepared by project team
members, documentation in pryiect files and information from DREE and
DOD staff provided the necessary data.

C. SELECTION OF PROJECTS FOR INTENSIVE STUDY

By including effectively finished projects, we created a larger pool
for sampling. Possible strategies for stratification included:

» By program.
» By large/small projects.
» By on-shore/off-shore activities.

A random sample of completed projects within each of the three pro-
grams was chosen because it allowed the svaluation to comment on the
rationale for separate funding components. Stratification by size would
have reduced the validity of such conclusions and would have required
an arbitrary cut-off point for classification. An on-shore/off-shore split
was not feasible; on-shore projects overwhelmingly predominate off-
shore.

Sampling was done on a proportionate basis. Our proposal recommended
a minimum of 15 projects for detailed examination out of an assumed total
of 26 completed projects. To facilitate sampling, we increased the sample
size to 17 by drawing 50% of completed projects from each program.
Exhibit [I11-4 shows the actual projects.

The evaluation proiect'team reviewed the sample and felt that it
would allow for consideration of key questions.

Thorne Stevenson & Kellogg = Hi0k=
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EXHIBIT Il-4. Sample of projects for intensive investigation

No. of
completed
Program projects
107601 I
(Physical and
Resource
Planning)
107602 24
(Research and
Studies to I nvesti-
gate Development
Opportunities)
107603 6
(General
Development
Planning)

Total: 34

50%

sample

2

12

17

Selected

Ero]ect S

B
E

M AVOFX=—=IM>

-n

=
[ =

om>»

Project names

Resource Mapping
N.S. Conversion/Expansion Study

Offshore Drilling Rigs

District Hot Water Heating

Office Locations Study

Free Trade Zone

Wood Burning Energy

Techmarc

Manufacturing Cost Comparison
Shipbuilding & Repair-Market Analysis
Regional Development Opportunity
Identification

Sydney Metro Industrial Park
Management Training Needs & Promotional
Strategy Survey

EPA Avionic Facility

Input-Output Tables
Construction Trades Inventory
Travelways




D. IDENTIFICATION OF OUTCOMES

The next stage of the study was the identification of costs and benefits
for selected projects, as well as any general or specific implementation
concerns. Actual contract costs were available from notes on outcomes
prepared for the evaluation and from project files. Reports and other
documentation were reviewed for compliance with terms of reference and
indicators of potential benefits.

All members of each project team were invited to a group interview.
Each individual contacted received a copy of our interview guide at least
one week before the meeting. Those who could not attend the interview
frequently forwarded their completed copy. The research team conducted
17 project team interviews lasting approximately two hours each. These
interviews provided estimates of overhead and additional administrative
costs, along with perceptions of project benefits.

Eight DREE and DOD project team members who were involved with
two or more projects were also invited to attend a second, individual
interview. The one-on-one sessions allowed respondents the opportunity
to elaborate on specific departmental concerns related to our evaluation
of process and outcomes. These interviews required between one and
two hours.

Appendix A contains both the project team and the individual inter-
view guide.

E. DATA ANALYSIS

Aggregation and analysis of data are primarily descriptive and fall
into two categories:

» The implementation review -- an overview of program design
and basic data on all projects, including fit with implicit Planning
Sub criteria.

» More detailed analyses of the costs and benefits of the 17 selected
projects.

Our approach to these assessments is discussed in more detail in the
following chapters.

Thorne Stevenson & Kellogg - 12 -



THE SUBSIDIARY AGREEMENT FOR PLANNING:
IMPLEMENTATION REVIE

A. INTRODUCTION

Analysis of program outcomes becomes meaningful only after examin-
ing what took place to produce those outcomes. Frequently, new govern-
ment initiatives are conceptualized at a level which cannot weigh the
practical constraints of day-to-day program delivery.

Evaluation literature has increasingly emphasized the need for
implementation review as a complement to outcome evaluation. Our
general approach follows guidelines developed by Patton (1978):

>  Process evaluation -- focussing on the internal dynamics and
operations of the program to understand its strengths and
weaknesses. The process evaluation also traces qualitative
and quantitative changes in a program and includes percep-
tions of participants.

> Effort evaluation -- documenting the quantity and quality of
activity and the allocation of resources.

In this chapter, we examine both areas to provide a framework for
interpreting outcome data.

B. THE PLANNING SUB PROCESS

1. Program components and funding

The Planning Sub includes three major component programs,
each with its own sub-objectives and scope of possible activities.
Exhibit I111-1 summarizes this information and provides a breakdown of
funds budgeted for each program.

In many instances, stated or implicit objectives are not readily
distinguishable from potential activities funded under a program. These
first-order activities/objectives often form the basis for the intermediate
and long-term objectives associated with the Planning Sub as a whole and
with the GDA, aithough some overlap does exist.

Thorne Stevenson & Kellogg -13 -
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EXHIBIT IlI-1.

—_——

Program

Planning Sub program components -

Objeclives Possible Activities

Funding

Federal

Provincial Total

Subsidiary Agreement for
Planning

T

Components

Program 1: Physical and
Resource Planning

Program 11: Research and
Studies 1o Investigate Devel-
opment Opportunities

Program 1. General
Development Planning

‘developmen! patterns and

To provide a capability for
undertaking studies and
conducting planning required
to identify and analyze econo-
mic and socio-economic
opportunities in Nova Scotia.

Studies and planning.

To develop strategies, pro-
grams and subsidiary agree-
ments pursuant to those
opportunities.

To assemble and analyze Land use studies.
baseline data regarding the
location of development

projects.

Assimilation of baseline data
and information.

To provide information re-

garding broad, sub-regional Socio-economic and environ-

mental impact studies.

assessments of the socio-
economic and environmental
impact on development at
different locations.

To provide the necessary
background information and
strategy for turning broadiy
defined development oppor-
tunities into job and income-
creating activities.

engineering studies for sup-
portive infrastructure and
social infrastructure for
specific opportunities.

To attract invesiment by the
private sector 1o Nova Scotia.

To increase the efficiency of
the provincial government in
undertaking development
within Nova Scolia.

Investigation of basic
economic and social re-
search and analysis.

Technical feasibility and pre-

$2,500, 000

$2,500,000 $§5,000,000

750, 000

1,500,000

250, 000

750,000 1,500,000

1,500,000 3,000,000

250, 000 500, 000




Each program description in the Agreement cites specific
project applications. For instance, the General Development Plan-
ning program description specifically includes input/output tables
as an essential project. A Coastal Zone Resource Inventory and
Mapping project is cited for the Physical and Resource Planning
program. Program |l -- Research and Studies to Investigate
Development Opportunities -- identifies a number of study areas
in the Agreement: shipbuilding and ship repair, offshore drilling
rig and platform design and construction, the Gateway Concept
and the steel industry.

Virtually all of these identified areas have evolved into
specific projects; some of the projects have, in turn, led the way
to separate subsidiary agreements. These studies are definitely
a minority of the total number of projects funded. But their
identification suggests that the Planning Sub was guided by definite
notions of areas reguirlng planning and development.

The Agreement does not formally state the rationale for
the allocation of estimated funding for each program:

Program $ of Total Estimated Cost
| Physical and Resource 30%
Planning )

i Research and Studies
to Investigate Develop- 60%
ment Opportunities

11l General Development
Planning 10%

However, the underlying assumption was that potential
projects under Program |l were more directly linked with the overal}
objectives of the Planning Sub -- "fo analyze economic and socio-
economic development opportunities in Nova Scotia and to develop
strategies, programs and subsidiary agreements to those opportunities"
-- and with the overall goals of the GDA. : ‘

Thorne Stevenson & Kellogg - 15 -



Exhibit 111-2 shows that in terms of overall resources, the
Planning Sub ranks lowest in total budget when compared to other
Subsidiary agreements. And the relative cost to the province is
highest. The Opportunity ldentification Analysis and Promotion
component of the Industrial Development Sub Agreement -- compar-
able in many ways to Program |I of the Planning Sub -- had a
level of funding. ($2,850,000) similar to the Planning Sub as a
whole.

2, Program structure

The Agreement calls for the Ministers of DOD and DREE
to designate senior officials (in equal numbers) who would constitute
a Management Committee. ' The mandate of this Committee is to
oversee the planning and implementation of the programs and to
assess the Planning Sub's progress and effectiveness annually.
Section 5.5 allows the Management Committee, in turn, to establish
sub-committees to prepare submissions and recommendations on all
matters relating to the implementation of Planning Sub projects. These
sub-committees include the: ]

> Co-ordinating Committee -- consisting of one rep-
resentative from both DOD and DREE.

> Project Teams -- consisting of representatives from
DOD and DREE, as well as other federal or pro-
vincial departments or outside agencies with an
interest in the study. '

Exhibit I11-3 shows the actors and responsibilities at
each level of the Planning Sub process. Descriptions of activities
are based on program documentation and were confirmed in convers-
ations with committee and team members.

3. Program model

a) Project approval

: Our proposal included a draft Program Model to
guide our approach to the study. This model is shown in Exhibit
111-4. Although it captured the general activities and context of the
Planning Sub, it could not include an important ingredient -- the
specific basis on which projects were selected or rejected. Know-
ledge of selection factors is the key to understanding the link
between activities and outcomes. If there is no rationale underlying
the funding of projects, attribution of outcomes to the Planning Sub
mechanism becomes difficuit.

Thorne Stevenson & Kellogg - 16 -



EXHIBIT 111-2. The Planning Sub and other subsidiary agresments:
relative funding and cost-sharing ratios

Provincial /Federal

Subsidiary Agreement Total Funding Cost-Sharing Ratio

Planning $ 5,000,000 1:1 so/fse

Forestry 60,537,500 1:1.48

Agriculture Development 48,217,000 1:1.64

Metropolitan Halifax-

Dartmouth Area 109, 706, 300 1:2.7

Development

Strait of Canso

Area Development 25,977, %00 1:2.9

Energy Conservation 28,875, 000 1:3.2

Tourism Development 13,750,000 1:8 SIS
- Industrial Development 16,289,000 " 1:8

Halifax Panamax Dry

Dock 83,500,000 1:8

Mineral Development 19,838, 000 18

Thorne Stevenson & Kellogg _ -17-
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EXHIBIT I11-3.

The Planning Sub structure:

actors

and responsibilities

Level of Respunsibility

Actors Invalved

Responsibilities

Executive

AMlanagement Committes

Co-ordinaling Committee

Project Teams

Project Consultants

Minister of Minister of

00D DREE

Senior officials from

v

Designate members of Management Commiltee
Authorize adjustments in cost-sharing ratio
Review annual progress reports and evaluations

DREE/DOD

One officer from

vy v vyv

Designate members of the Co-ordinating Committee
Approve members of Project Teams ]
Approve Project Briefs presented by Project Teams

Authorize project funding and approve proposals /consultants
selected by Co-ordinating Committes

Approve any changes in project scope, costs and fund reallocation
Approve level and type of report distribution

Inform Ministers of anticipated program overruns and recommend
proposed action

DREE /00D

v v v v v @

Attend Management Committee meetings

Interdepartmental liaison regarding the initiation of new projects
Ensure that project teams are in place for each new project
Supervise the preparation of Project Briefs

Rec d Manag t Committee approval of Project Briefs
Monitor all projects and activities carried out under the Planning
Sub

Rec d to the Management Committee amendments and revisions
w0 Project Briefs

Recommend to the Management Committee the reallocation of funds
between_projects and programs

Advise and inform the Management Committee of the progress and
status of all project der the Planning Sub

Prepare cash flow and budget estimates of projects and programs
under the Planning Sub

Follow up on decisions made in Management Commiliee meelings

Representatives of:

OREE/DOD

Other federal and provincial
departments or agencies con-
cerned

Private sector organizations
concerned

Private sector or quasi-public
organizations or individuals

Prepare Project Briefs under the direction of the Co-ordinating
Committee, including project description, cost estimates, funding,
organization and management details

Draw up terms of reference for projects and invite at least
three consultants to tender

Justify sole source tenders to Management Committee

Evaluate and select contractors and consultants -- justify choice
it not low tender

Manage and itor the impl lon of approved projects

L

Recommend to the Co-ordinating Committee adjustments or amend-
ments to Project Briefs

Prepare progress reports on projects

Advise the Co-ordinating Committee in writing of all financial
and policy decisions

Provide copies of all contracts to the Co-ordinating Committee

Recommend o the Management Committee, through the Co -ordinating
Committee, whether work carried out is acceptable and the level
and type of report distribution

Develop proposal in response to terms of reference
If successful, cacry out study on time and within budget
interface with Project Team members as required




EXHIBIT HllI-4. Planning Sub Agreement: draft program model

Other Sub-Agreements?
More favourable cost-
haring ratios)

660)j0Y) 19 UOSUBAB)S BUIOY L

PROCESS Identify need for . Screen projects Management approval for - Select consultant Assess findings -
planning studles; ——y against priorities —— project brief, Terms of —3 manage project —) recommendation to
design project for Planning Sub~- reference, List consultants  (50/50 cost-share)  Management Committee
team Agreement

’ \
IMMEDIATE . Studlaes planning to Onging assessment
OUTCOMES e Identify economic, soclo- of progress under
economic opportunities sub. (exception basls)
- physical and resource
planning
, = research and studles to
Investigate dev't opps.
' - General Dev't Planning
; v
! INTERMEDIATE Distortion of Occaslonally Develop strategies

OUTCOMES provincial implement as programs and

planning part of project sub-agreements

priorities?

ULTIMATE o Viable long-term Quality of life Dynamic and
OUTCOMES employment in Nova Scotia creative provincial
' {earnings) (GDA) economy stimulate
; (GDA) growth and

stability of
economic actlvity
(GDA)

1 Indicates outcome not anticipated In program



Our review of the Agreement suggested a number
of implicit criteria for funding approval:

> Work undertaken is either a "study" or
"planning."

> The study and planning are "required to
identify and analyze economic and socio-
economic development opportunities in Nova
Scotia."

> The study and planning are required to
"develop strategies, programs and subsidiary
agreements pursuant to those opportunities."

> Planning is "additional to that which is cur-
rently being conducted."

> The province "does not possess in-house
capability or expertise."

> Planning is "in pursuit of opportunities
identified jointly by Canada and the Province."

> "All Federal or Provincial in-house expertise
is/will be utilized."

But subsequent discussions indicated that these did
not form a checklist in each instance. Rather, each proposal was
judged on its own merit in relation to the general objectives of
the Planning Sub and the degree to which it complied with the
types of activities outlined for the program areas.

For instance, proposals under Program | were
generally judged on the basis of whether they involved baseline
resource data which in some way related to development. Pro-
gram ||l proposals were supported if they involved:

> Investigation of very large opportunities or
sectoral studies which could not fit under
the Industrial Development Sub or were easier
to process through the Planning Sub.

> Planning for the tourism or forestry sectors
since the Tourism and Forestry Subs did not
have a planning component.

Thorne Stevenson & Keliogg =20 -,



>  Planning support for the other proposed sub-
sidiary agreements (e.g., the small shipyard and
ocean industry studies).

> Studies which might lead to significant em- -
ployment opportunities.

> Support for the provincial strategic plan as it was
being developed (e.g., the Manufacturing Costs
Comparison Study).

Program I|ll looked for good theoretical work which
would develop research tools.

A number of projects provided an impetus to the
Planning Sub and, in essence, were pre-selected and approved as
a formality, some under a retroactive clause.

The Planning Sub gained a reputation as a "first cut"
type of funding vehicle with built-in flexibility. Proposals were
tagged as low, medium or high priority in relation to current devel-
opment interests. The few proposals which were rejected were
poorly conceived in general rather than outside a set of specific
criteria.

b) Relation to provincial planning activities

Our understanding of the Planning Sub process also
benefited from positioning the Agreement within the context of other
planning activities in the province. Three streams of planning can
be identified:

> Short-term, ad hoc planning -- done through-
out the system but primarily through the Policy
and Economic Analysis groups and the Federal-
Provincial Agreements section at DOD.

»  Medium-term planning -~ mainly by the Federal-
Provincial Agreements and Policy Analysis
sections, with some input from Economic’ Analysis.

> Strategic or long-term planning -- done primarily
through the Strategic Planning section with some
involvement by the Federal-Provincial Agreements
group.

Thorne Stevenson & Kellogg wel--



Qur review ol the Agreement suggested a number
of implicit critdnidhermidrssventies; ;the lack of long-term planning
in the province became evident. The Strategic Planning group was
subsequently formed and' in 1978 was asked by the new. government
to establish a strategy, with the private sector. After a number of
sectoral reviews and fiscal studies, a draft strategy was discussed
at length with the private sector. The resulting Green :Paper re-
leased in May 1980 outlined .an: economic .development: strategy for
Nova Scotia. GO . G e Lolies 1 Nowg

Phase Il of this effort involves a number of specific
action plans. Mest of the research is being,;done internaily by DOD
staff, but a list of applications for funding under. the<Planning. Sub
(largely for Program I{}} ‘has recently  been put:forward.tunOnly. "
one of the Phase | studies was completed under the Planning Sub --
the Manufacturirng Costs:.Comparison.. : Minimal iuse af.ithe  Agneement
to date has been a function .of: . ..., 1ol

» " Some sense of urgency to :get the Wotk'done
before the next eléction. Although an im-
provement has been noted, the approval route

* and'involvement of Projéct 'Teams' Ehdé’f‘the .
Plarning Sub was viewed' a5 a Véry'time-'" """
nsiming procesy fhras o four yass ooy
> A 'dedire to maihtidin an independent provincial
 view at the conceptualization stage. ,
Hut satesearayst o hean s itwhiod bedd That thvese did
aut v hge klpereaived benefits of greater consistency dnd®®
tudied un ats 0we diRanced intellectual ‘capital by hh{)ih;g'c';t'ﬁe 4
f:;_'“' ""’;”""“"{‘j “"{‘ "' Work done internally ‘rather than ‘by ‘donsultants.
Now that the cast has been set, implementation of
the straqfa?y is focussing'on more specific issties. And with 'less

L¥]

intERSE ei}sfﬁk'hyr-'asi'tm Planning Sub 'has’ become a moré attFactive
alféwa’a*tlﬁ.ﬁ Thé '¢hoicé' of ‘the General Development Planhing pro-
gran?for' tHe st of Proposed’ projects reflects the ‘Strategic

Planning emphasis on Fla_vetgp'ln‘g_ dlanning skills in the province.
It also points to the pdrteption that "hard" opportunity identifi-'
cation falls more appropria rglhlfmd‘ihrlt e Industrial 'ﬁe‘\{relﬁﬁ_lhﬂiﬁ_tmer
Sub. to process thraugh the Planning Sub,
c) The Planning Sub and the GDA
3 Planninmyg tor the dourism o0 forestry  as turs

Also ofiinterest inurefiningotin model fs.lthe: linkot
between the PlanninghSub and -other:agreements in achieving the
objectives of the GDA.
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The role of the Planning Sub in relation to other
subsidiary agreements is not well defined and has been discontinu-
ous. Originally, it was intended to explore opportunities which
could be developed into subsidiary agreements in their own right.
But the bulk of this planning for new agreements was assumed by
internal staff at DOD and DREE. A number of other sub agree-
ments have planning components, while others do not and were
apparently intended to rely on the Planning Sub for development
work. This disparity probably relates in part to timing: earlier
sub agreements included planning components, while those announced
with the Planning Sub did not. But more recent agreements also
present a mixed picture.

The overlap between the spirit of the Planning Sub,
particularly Program |l, and the Opportunity Identification com-
ponent of the Industrial Development Agreement frequently recurred
in discussions. A distinction between "softer" and "harder" planning
has been suggested. But without a comparative study of the two
components, it is not possible to say if and how this distinction
was operationalized.

d) Revised program model

Exhibit 111-5 presents a revised model of the Planning
Sub which incorporates insights gained as the study progressed. This
evaluation could focus only on’ intermediate outcomes. Sufficient time
has not elapsed to measure most long-term objectives validly. Also, ,
development of a methodology to operationalize and measure these impacts
was beyond the scope of this study. However, our assessment of
intermediate impacts should indicate the direction of long-term trends.

As well, an in-depth review of effects on other planning

activities represented a diversion from the primary intent of the
evaluation and its resources.

C. BASIC PROJECT DATA

1. Allocation of resources

_ Exhibit 11-2 showed the status of projects to January 31,
1981. Total and average costs for these projects are provided in
Exhibit 111-6. In order to be consistent with our project selection
process, we have applied the same decision rule in grouping "com-
pleted" projects -- that at least 90% of the allotted funds have been
disbursed.

Review of this summary suggests some trends:
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EXHIBIT I111-5.

Planning Sub Agreement: . revised program model

PROCESS

IMAMIEDIATE
QUTCOMES

INTERMEDIATE | Enhancement of

OUTCOMES

ULTIMATE
OUTCOMES

Identify need for
planning under the
Planning Sub rather
than internally or
through other sub
agreements . -

Screen proposed
projects against
general intent and
priorities of Plan-
ning Sub.

' internal and other
sub agreement
l planning activities

O Develop Project

Briefs, terms of

reference and list

of consultants.

Designate Project
Teams.

D Management Committee
approval of projects

as outlined.

1

[ Physical and Resource

Planning studies

L E ==

Investment and . S
short-term o
employment

O Select consultants

Manage projects

© Assess findings

© Distribute. information

Present reccm- to potential users.

mendations to
Management
Committee.

Research and
Studies to lnvesti-
gate Development
Opportunities

Y
]

Ongoing assessment
of progress under-
the Planning Sub

Ceneral Develop- ]
ment Planning

W

Enhanced admini-
stration of Planning
Sub process and
resources.

trategies, programs
r sub agreements

Enhanced planning cap-
ability (skills, tools )

Viable, long-term
employment oppor-
tunities

v

Optimum quality
of life in Nova
Scotia

Development of a
dynamic and creative
provincial economy
with growth and
stability
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EXHIBIT 111-6. Total and average costs by status of projects to January 31, 1981

Average Cost of On-  Average Cost of Can-

Total Costs of Average Cost of Average Cost of going and Approved- celled or Transferred
Approved Projects Approved Projects Completed l'-'mig:u1 in-Principle Projects Projects
Program 107601 5
Physical and Resource § 1,605,930 $ 200, 7481 $ 287,982 $ 108,500 S 50,000
Planning (1,840,423) (205,774) (259, 105) (same) (1 case only}
Program 107602
Research and In- 3,178,843 77,825 67,813 83,773 122,0I93
vestigation of (2,8a8,721) (72, 941) (62,8481) (same) (3 cases)
Development Op-
portunities
Program 107603
General Develop- 510,107 36,4836 39,851 30,250 46,000
ment Planning (n69,877) (36,148) (39,479) (31,250) (1 case only)
TOTALS $ 5.290, 580 $ 83,975 $ 88,898 . $ 72,013 $ 92,829
(8,755,021) (80,593) (81,807) (72,298) (S cases)
1 5
{ ) indicates revised budget due to Nation, tr fer or adjustment.
g Includes projects at least 991 complete in terms of funds disbursed.
3

Includes $146, 187 for the Sysco Engineering study. Although the project was authorized at $700,000, the intention was to transfer it
to the Sydney Steel Corporation Sub when it was signed.



> The average project cost has declined over the life of
the Agreement. A number of large projects were
funded at the beginning when {he excess of resources
over demand allowad a more unconstrained approach.
As funds were allocated and the outcomes of earlier
projects were assessed, the sophistication of funding
decisions may have mcreased o

> Although the ovaerall average cost declined, the average
cost for Program [l projects rose by 24% (33% with
revised figures) while average project costs for
Programs | and 11l fell by 62% and 24% respectively
(revised -- 58% and 21%).

> The sverage budgeted cost for Program | projects is
higher than Program |l projects by a factor of 2.6
and higher than Program |l projects by a factor of
5.5. Thaese ratios rise to 2.8 and 5.7 respectively when
revised budget figures are used.

> The average budget cost of cancelled or transferred
projects was 10% higher than the average cost of all
approved projects and -15% higher than the revised
average cost.

> By January 1981, the three programs had committed
in their revised budgats over 90% of the total program
funding available. The revised figure is more realistic
since it reflects the reallocation of funds from cancelled
or transferred projects.

2. Economy and.efficiency

The terms of reference specify that the evaluation should
consider the quantity and quality of work carried out on projects.
Our review of the 17 selected projects examined the project reports
where appllcable to determine whether the terms of reference were
satisfied in each instance. These more detailed judgements of per-
formance are discussed in Chapter 1V.

But we also attempted to measure economy and efficiency
for all projects as outlined in our proposal: by reviewing con-
tracting procedures and project control data. This approach
assumes that a competitive procedure and satisfaction of project
targets reflects reasonable value for money.
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a) Contracting procedures

Although the documentation of procedures prescribed
competitive tenders with at least three consultants, a substantial
number of projects were sole sourced. Exhibit 111-7 shows the
status of contracting procedures by program. No appreciable variance
exists between programs.

Most Project Briefs or related documentation stated one
or more reasons for approaching only one contractor or consortium of
contractors. In order of frequency they include:

> Known expertise/reputation in the required skill
areas.

> Previous involvement with the particular data set
under study and/or completion of a directly similar
or preliminary study.

» Initiation of the proposal based on experience in
developing a specific methodology. :

> Availability (usually combined with competence)
in order to satisfy time constraints.

Most justifications fell in the first two categories and
implicitly suggested a cost saving through avoiding a start-up phase.
But few actually cited unique skills or experience as the basis of con-
tractor selection. The following section highlights the project perfor-
mance of completed projects and provides some input to assessing sole
source projects.

Of the 17 selected projects the following three were
non-competitive:

107602-E District Hot Water Heating

107602-R Regional Development Opportunity
Identification

107603-A Input-Output Tables

Our discussions of costs and benefits helps to indicate
whether sole-sourcing was justified.

b) Project performance

Our review of project files also identified whether studies

Thorne Stevenson & Kellogg - 27 -
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EXHIBIT 111-7. Contracting procedures by program

Not yet known

Competitive Sole Internal or not applic-
Program Tender Source Staff able Totals

Physical and Re-
source Planning 5 0 3 = 8
Research and
Investigation of ‘
Development 23 15 ! 2 0
Opportunities
General
Development 10 3 1 - 14
Planning 1
- 2
TOTALS 38 18 5 2 63

Includes two projects with both a competitive and sole source phase.

2 The total value of sole source projects is $999,896 ($999, 832 revised) or 21% of the revised budget
for funds allocated.

Sole source projects occurred in each year of funding: 2 in 1976, 3 in 1977, 2 in 1978, 4 in 1979,
2 in 1981 to date.



were completed on time and within budget, and whether they generally
satisfled the terms of reference. This information was confirmed during
interviews with the 17 selected projects.

Exhibit 111-8 summarizes project performance data by
program. "Unknown" cases include:

> Those which were 90% complete, but not at a stage
where a judgement could be made.

> Those where project files did not offer conclusive
evidence.

Although the numbers in each category are too small to
warrant generalizations, some trends are evident:

> While several projects have exceeded the time allotted,
most have been completed within budget.

> Project Teams which have received late reports have
nonetheless been satisfied with the studies. Indeed,
the project files rarely documented progress in terms
of targets.

> Variability between programs appears to be minimal.

Of the 12 sole source projects which have been completed,
over half have been delivered late, one has been over budget and all have
been accepted as satisfactory by the Project Teams. The reasons for sole
sourcing may have also led to a less structured approach which deem-
phasized deadlines. Nevertheless, this outcome raises some questions about
the justification for not tendering competitively. Savings from shorter lead
times and greater proficiency may have resulted, But the perceived advantages
of the contractors selected did not seem to result in significantly
increased efficiency. Despite this performance, the tendency to sole
source did not decrease over time -- indeed, it increased somewhat
in recent years.

3. Fit with program criteria

We learned during our interviews that compliance with a fixed
set of criteria was not a part of the project selection process. Never-
theless, we undertook in our review of project files to compare proposed
projects with the intent of the Planning Sub.

The Project Data Sheet included in Appendix A contains coding
sheets for each program. The criteria listed were derived implicitly from
the Agreement itself. General criteria were applied against all three
programs; specific criteria related to individual program descriptions.
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EXHIBIT 111-8.

Project performance for completed studies

Project
Completion Program | Program |1 Program |1l Total
. On time 1 12 2 15
Late 2 6 3 1
Unknown 1 6 1 8
Total 4 24 6 34
On budget 2 21 5 28
Over budget 2 0 1 3
Unknown 0 3 _0 3
Total 4 24 6 34
Satisfied 4 17 5 26
Objectives
Unknown 0 1 1 8
Total 4 24 6 34




Exhibits 111-9 and 111-10 show the results of our screening
process. Interpretation was mainly subjective and quite loose due to
the vague wording of the statements. Consequently, we caution
against thinking of these data in more than a general, descriptive
way.

Most projects seemed to comply with the general intent of
the Planning Sub. But the rationale for including a project under
the Planning Sub rather than in other economic planning exercises
was often not evident (i.e., General Criteria 4-7). Matched against
specific parameters for individual programs, projects under Programs -
| and lIl seemed to comply most closely with the key "criteria." How-
ever, the variability does not appear to be great. Overall, the trends
reflected in these data tend to support descriptions of the project
selection process by team and committee members -- that general fit
with the intent of the Agreement was the primary benchmark. The
Planning Sub Is an enabling document for which implicit criteria have
not become explicit criteria.

i Again, these assessments relate only to the studies as
outlined in Project Briefs. The following chapter provides some
evidence on whether actual outcomes support the Agreement's intent.

4. Rejected, cancelled and transferred projects

a) Rejected projects

The approval process did not produce a substantial
number of formally rejected projects. In most cases, only well~developed
ideas went forward to the committee stage. Some proposed studies
were re-routed to other departments or subsidiary agreements.

Others have recently been rejected because of their demand on funds
still remaining. Although poorly conceived studies have also been
turned back, the lack of data on these projects prevented us from
carrying out any discriminant analysis of successful and unsuccess-
ful projects.

b) Cancelled and transferred projects

Five projects were cancelled or transferred after
receiving authorization:

> Two went to newly signed subsidiary agreements
for work on the Scotia Shelf Gas and Sydney Steel.

> The Industrial Development Sub assumed a
project which involved focussed opportunity .
identification.
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EXHIBIT 111-9.
all programs

Apparent fit between descriptions and implicit criteria:

Program § Program il Program (11 Total
Yes No 2?2 . Yes No ? Yes No ? Yes No ?
i }Generat Criteria =
. b Work undertaken is either a "study* .
+ -2'tor “planning.” ; 2 1 N H 40 1 - 14 - - 61 2 -
i
i, 2 Thestedy and planning are "required
to identify and analyze sconomic and
socio-economic development oppor-
; .tunjties tn Nova Scotia.*” ) 7 1 - L 39 2 - 8 6 = 54 9 =
el 4l
3. The study and planning ara required to
“develop strategis, programs and sub-
sidiary agreements pursuant to those
opportunities. * 6 2 B an 39 2 - 13 1 = 58 5 =
[ L A ’
4. Planning is “additional to that which is ,
i 4. .~ currently being conducted. 6 i 2 23 6 1 ‘12 % 2 42 6 1s
:
t ;3. ; The province "does not pussess in: '
~* “house capability or expertise.” 2 - & 3 2 36 3 1 10 8 3 52
LT 3 i
6.° Planning is “in pursuit of opportunities
identified jointly by Canada and the
Province.* 5 3 - 27 1" 3 [} L} 2 s 13 5
7. “All Federal or Provincial in-house K
3.1, expertise is/will be utilized.” . 3 - 5 18 13 10 8 1 5 29 18 20

itectives

(W0 o9 R ATEA" SN]
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EXHIBIT 111-10. Apparent fit between project descriptions and
implicit criteria: by program

Yas Ne ]
Program |
(Objectives)

1. "Assambly end snalysis of baseline dats end
information regerding the locstion of devai-
opment projects”

2. "Progrem will complement and utliize Inform-
stion from the resource survey programs in
other sub ts snd ongoing activities

. of the Meritime Resource Menagement Centre” i 3

(Possible Activities) '

3. Broad sub-regionsl development patterns 2 L]

8, Assessments of the soclo-ecomonic snd en-
vironmental impact on development st dif-
ferent locations 9 '

S. Studies desling with land use ? ¢

¢. The assimilstion of beseline date and
Informetion '

7. Possibly environments! impact studies 4

Progrem I}
(Objectives)

1. "To provida tha necessary beckground
Information and strategy for turning
broadly defined development opportunities
Inte job and Income-genaerating sctivities” 18 3 =

1. "Daesis primarily with attracting invest-
menl by the privete sector to Novs Scotie” ” 3 1

(Possible Activities

3. Technical fensibility end pre-enginesring
studies for supportive infrastructure and
social infrastructura -- “besic infrastruc-

ture, community development snd sociel
amenities” n 9 =

Program 111
(Objective)
1. "To incrense efficlency of the provincial
© government In undartaking devalopment
in Nova Scotis” 13 1
{Possible Activities)

3. Investigstion of basic economic resesrch

ond analysis 13 ' =
3. lnvestigation of basic soclal ressarch
and amalysis 2 12 -
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A study which was only indirectly related to
the intent of the Agreement was cancelled.

Another project was cancelled because a par-

ticipating provincial department could not get
approval for its share of funding.
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SELECTED. PROJECTS:
COSTS AND OUTPUT

A. METHODOLOGY

This chapter provides an analysis of the outputs produced under the
Planning Subsidiary and estimates of the costs of these outputs.‘ The .
diverse nature of the outputs of the Planning Subsidiary makes it unlikely
that a single approach to valuing output will be applicable to all projects.
This section describes our approach for dealing with the diversity of
project costs and outputs.

For goods and services exchanged in the market, the standard economic
measure of value is the willingness of individuals to pay. Transactions.in
the market provide us with a record of these values. For goods and services
which are publicly produced or publicly contracted for, the valuation problem
is more difficult. A frequent response to this problem is to assume that '
although most public outputs do not pass a market test, they do pass a
political test. Under this rationale, their value to society is measured in
terms of the costs of the inputs used in the production. In this evaluation,
however, the objective is to provide information on the extent of the
connection between cost and value.

1. Outputs of development and planning activities

A complete analysis of how subsequent decision-making was
influenced by the various planning and development studies is beyond
the scope of this project. We can, however, outline the framework within
which our assessment of outcomes was conducted.

There are a number of difficulties involved in quantifying the
benefits flowing from research and planning studies. Research informa-
tion may be an element in subsequent decisions to develop new activities
in a region. But it is naver clear that the project would not have
been undertaken in the absence of this information. -

Information generated as a resuit of the Planning Subsidiary
Agreement produces social benefits to the extent that it aids In
improving subsequent planning and decisions. Development planning
and related implementation activities may provide knowledge that cannot
be acquired in other ways. Our analysis of project outcomes should
therefore consider the range of possible uses of the commissioned studies.

! Appendix B contains the project summaries on which we based our analyses.
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Although information generates decision benefits, it is clear that
there must be some stopping point beyond which the value of additional
information is not justified in terms of the cost of producing it.

Both the evaluation literature and. the economics literature on this
subject provide a guide to our review of projects.

2. How much information?

Braybrooke and Lindblom (1963) discuss the generation of informa-
tion as part of the planning and evaluation process. Their view of the
policy decision process is revealed in the following quotation:

"Examination of policies proceeds through comparative analysis
of no more than marginal or incremental differences in the con-
sequent social states rather than through an attempt at more
comprehensive analysis." (Braybrooke and Lindblom, p. 86).

This. view of the decision-making process is termed "disjointed
incrementalism." It corresponds closely to the standard marginal analysis
of micro-economics. Its major contribution is to indicate that the "ideal"
decision may involve unmanageable complexity, lengthy delay and excessive
cost. A rational decision will differ from the ideal decision and the gene-
ration of information for better decisions will be governed by this set of
limitations.

This view of information and decisions has its counterpart in the
economics literature. The economic analysis of information can be divided
into two categories.

The first category deals with the fact that acquiring all informa-
tion that would affect a specific decision is not desirable even when
information is available at zero cost: there still remain costs of
processing and using the information. The second category describes
situations in which information can be produced but due to diminishing
returns, additional quantities of information are increasingly costly.

The economic solution to these two aspects of the information
problem is simple. |f we are concerned with efficiency, the appropriate
response is to produce information until the marginal benefit to society
from its production equals its social marginal cost. In the context of
planning studies, the marginal benefit is defined in terms of the in-
creased effectiveness of subsequent decisions.

In the economics literature, information like innovation, is subject
to the problem that it is difficult for private producers of information to
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capture all the benefits from the information which they produce. If this
is the case, the social benefits of produced information exceed the private
benefits and we would expect an under-investment of resources in the
production of information (Arrow, 1962). Aithough this remains an area
of active research (see Hirshleifer, 1973), we can conclude that the prob-
lem of appropriability leads to a rationale for the public production of
information or for subsidies to private producers.

3. Some implications for measuring benefits

The preceding section describes a framework for assessing outcomes
by measuring subsequent changes which can be attributed to the study. The
framework is potentially operational but the cost of implementing it wouid be
high. The framework does, however, suggest ways of looking at outcomes.

Consider as an example the Off-Shore Drilling Rig Construction
Feasibility Study. The study provided data on a variety of factors influenc-
ing the viability of rig construction in Nova Scotia. These factors included
minimum efficient scale, expected costs, demand and world capacity.

The study attempted to predict future drilling and drill rig con-
struction and to assess whether this market could continue to be adequately
serviced by existing suppliers. In addition to the question of whether a
Nova Scotia construction facility was feasible, the report also assessed the
relative merits of different locations within Nova Scotia.

The conclusions of the study were that the construction facility
appeared feasible based on predicted supply and that there were two
Nova Scotia locations which were attractive. The study also indicated
that it did not appear that the existing Halifax Shipyard could be a viable
rig builder and that the preferred course of action would be to create a
new facility and use the existing shipyard exclusively for repair work.

Potential results or benefits of this study can be briefly indicated.
The major contribution of this study appears to have been a clarification
of the opportunities available for the construction of drilling rigs in Nova
Scotia. A further benefit of this study appears to have been the informa-
tion that it would not be desirable to try to alter the existing shipyard
facility to accommodate a rig construction operation. As a result, a
decision has been made that the existing facility should concentrate on
ship repair. This benefit is defined in terms of the cost savings from not
proceeding with plans to convert this facility.

Although we cannot directly discern the impact of this study on
subsequent decisions, our framework suggests a hypothetical question as
follows: what decisions would have to be affected by this study in order
to justify the costs incurred?
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The adoption of this approach to the problem makes the answer
fairly clear. The development of off-shore oil and gas in Eastern Canada
has suggested to a number of jurisdictions the possibility of providing
service in construction facilities to this industry. It is quite certain that
other provincial governments (particularly Newfoundland) have been actively
exploring this issue so that the study appears well-founded in the economic
circumstances of the region. It appears that the total investment of under
$100, 000 is justified in terms of potential benefits to be gained from the
results of the study.

This approach can be extended based on the characteristics of other
projects. If a particular project costs $X, we can ask what benefits could
have been obtained from alternative uses of these funds in activities where
the benefits are better known. For example, a hypothetical alternative to
using funds for research is to directly use the funds as location subsidies.
If we have an external measure of the subsequent impact of location sub-
sidies, we can then ask whether it is reasonable to assume that the develop-
ment study could eventually have the same impact.

Although this approac‘h falls significantly short of a detailed cost-
benefit study of projects, it is our view that this methodology can detect
major differences among projects and will therefore be useful input into
subsequent programs.

B. REVIEW OF PROJECTS: PHYSICAL-AND RESOURCE PLANNING

1. Resource Management Mapping

a) Project outputs

This project was funded for the preparation of a new detailed
set of provincial maps. These maps are intended to meet the analytical
needs of the province in the areas of resource planning, management and
protection.

The idea for the project came from the Department of Lands and
Forests. The existing set of maps had been produced in 1954 but had become
dated. The study was strongly supported by a number of other departments
because of the usefulness of the maps in developing resource based industries.

b) Project costs

Total direct costs: $170,000.00
DOD $ 2,500.00
DREE $ 2,000.00
Lands and Forests $ 30,000.00
Total $204,500.00
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c) Assessment of benefits and costs

The study has not led directly to the development of other
strategies or agreements but has provided up-to-date maps for all activi-
ties involving the use of reference maps. The Department of Lands and
Forests has been the major user of the maps for forest protection and fire
control. Geological overlays have been useful to the Department of Mines.
A considerable amount of prospecting is going on in the province. The maps,
which show mineral deposits, have been useful in the planning of mining
operations. A further application has been in the area of agriculture. The
planning of a grain facility in Kings County benefitted from the updated maps
by being able to select the site with the best road network.

Quantification of benefits is difficult. For example, the savings
in timber if a fire is put out quickly are considerable.The extent to which
this outcome would be due to locating the fire more quickly on the newer maps
is unclear. One perspective is to compare the cost of the maps to other means
of fire control; a helicopter to survey remote areas is a significant cost item.

Planning maps produced in this project can be classified as an
investment in information. It appears that this information is being used
productively. The remaining question is whether the incremental benefits
from using these maps instead of the old 1954 maps totals over $200, 000.

These maps have been financed by a planning program so that
the direct benefits should be calculated only in terms of the impact of the
new information on subsequent development -- particularly rationalization
of the resource sectors. Benefits such as their use in forest fire control
are indirect or external and appear to accrue to largely to Lands and Forests.
It seems that this department would have been the most logical source of
funding in the absence of the Sub-Agreement.

It appears, therefore, that the supported activity has disbursed
benefits which no single funding agency would have been able to capture.
Although we have incomplete data on the actual utilization of these maps,
our tentative conclusion is that this investment is favourable in terms of
an excess of benefits over costs.

2. Nova Scotia Pulp Conversion Expansion Study

a) Project outputs

This project examined the feasibility of converting the existing
Nova Scotia Pulp Limited (NSPL) bleached sulfite mill to a bleached hardwood
craft mill.

Thorne Stevenson & Kellogg L



An actual conversion or expansion project would protect the
existing jobs of 2,000 workers at NSPL, as well as creating approximately
600 new jobs. The conversion is required as a result of the spruce budworm.

infestation which has attacked the existing source of supply for the NSPL
mill.

b) Project costs

DOD/DREE shareable cost $155, 380.00
NSFI $ 38,845.00
Administrative costs:
DOD $ 15,000.00
DREE $ 75,000.00
Lands and Forests $ 2,500.00
NSF1 $ 7,000.00
Other $ 5,400.00
Total $299,125.00

c) Assessment of benefits and costs

This study suggested that the proposed conversion was tech-
nically feasible but was not immediately economically viable. An independent
study found that a second option of a wood burning boiler was more attractive
and this project is currently underway.

It is difficult to relate the benefits from the boiler construction
project to this study. Although this project appeared useful at the time it
was started, the development of subsequent information meant that the re-
sults of this particular enquiry were less important.

From the perspective of the Nova Scotia economy, the major
benefit of this study might be the intangible resuit of convincing the
Swedish parent firm that it could work effectively with the Nova Scotia
government. The study also permitted NSFl to develop a long-term approach
to the impending decrease in softwood supply.

It is possible that the results of this study did expedite plans
for the boiler which has led to investment in excess of $40 million, the
creation of new jobs and some displacement of imported oil. We have not,
however, been able to determine directly the connection between the resuilts
of this study and these benefits. We would conclude that this study can be
classed as uncertain in terms of the balance of benefits and costs.
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C. REVIEW OF PROJECTS: RESEARCH AND STUDIES TO.INVESTIGATE
DEVELOPMENT OPPORTUNITIES

1. Wood Burning Energy Study

a) Project outputs

The project output is a study of the economic and technical
aspects of constructing a wood burning energy plant for industrial users
in the Strait of Canso area. The study also investigates the extent to which
the installation of such a facility might improve forest management in the
area and provide other external benefits. The intended users of this study
are public and private sector decision-makers concerned with possible
construction of a wood burning facility.

The major finding of the study was that the proposed facility
was technically feasible but was not economically viable. This was the case
even when industrial spinoff benefits and the external benefits of improved
forest management were estimated and included in the calculations.

b) Project costs

Prior to the receipt of bids, the project was authorized for an
expenditure of $200,000. This was subsequently revised and the total cost
of the project report was $188,283.

In addition to this direct cost there appears to have been sub-
stantial input from the members of the project team and from the members
of the Advisory Group which was established to provide assistance to the
consultants. The project team consisted of one individual from the Department
of Development (DOD) and one from DREE. The Advisory Group consisted
of nine individuals including an M.L.A. and representatives from:

The federal Department of Energy, Mines and Resources
Nova Scotia Energy Council
- Nova Scotia Department of Lands and Forests
- Nova Scotia Forest Industries
DEVCO
Nova Scotia Department of the Environment
- Nova Scotia Power Corporation
- Strait of Canso Industrial Development Authority

We have no direct estimate of the time costs incurred by all
these individuals. But the time commitment for many of them appears to
have been substantial. The DOD member of the project team (the Project
Leader) was responsible for interfacing with the consultants, and extensive
correspondence, as well as six meetings with the full project team. We
judge that the addition of fully allocated costs for all participants would
increase the project cost to approximately $250,000. i
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c) Assessment of benefits and costs

The study was not available on time and encountered extensive
delays (about six months) in producing a final report. We are unable to
assess the implications of this delay. The study had a slight overrun,
but still fell short of the amount originally allocated before bids were
received.

Both the project team and Advisory Group felt that the report:

> "Does not adequately deal with the future benefits to the
forest, or the consequent economic benefits, resulting
from the improved silviculture.

» Generally refers to the suggestion that the reduced avail-
ability of softwood chips due to the budworm could be off-
set to some extent as a result of the hardwood harvesting,
but this potential benefit to the viability of NSFI has not
been adequately quantified.

These difficiencies are probably not sufficient to alter the overall
conclusion that after allowing for foreseeable benefits, the direct
benefit-cost ratio is less than unity, and the project couid not be
recommended on economic grounds.

Even after inclusion of indirect benefits, the ratio is only
slightly above unity, still very low compared with many other
opportunities for investment of public funds." (Wood Burning_
Energy Study, p.1).

Their assessment also suggests that the study results might
periodically be reviewed to determine whether changes in economic variables
such as interest rates, labour costs or the price of oil have altered the pattern
of benefits and costs sufficiently to transfer the project into the economically
feasible category. It does not appear likely, however, that changes in
variables other than the price of oil would have a major impact on economic
viability.

Although we do not have in our project records a complete
description of the oil price assumptions used in the project report, it appears
to us that it would have been very useful to extend the calculations to
indicate the price of oil that would be required in order to make the wood
burning project viable.

Our project interview with DREE provided a further perspective
on the benefits of the study. Apparently the DREE view is that the wood is
more valuable as a feedstock in the pulp and paper industry than as a source
of heat. In addition, there was also some concern that the project was too
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large for the stated need and that if it were being funded today, it would be
conducted on a smaller scale. In particular, the opinion was offered that the
component of the report dealing with the technical aspects of power genera-
tion was excessively detailed. The study went almost to the extent of an
engineering feasibility study for a project that would not be economically
viable without very substantial public subsidies.

In the context of current energy prices, the DREE interviews
suggested that other sponsors of similar studies might be more appropriate;
the private sector or the federal Department of Energy, Mines and Resources,
with its co-generation and renewable energy initiatives might undertake this
study.

In summary, the benefits of the study {(which indicated an un-
favourable ratio of project benefits to cost) relate to the social savings from
not proceeding with a bad investment. Private and public investments have
not been made in this area; consequently it appears that Inappropriate
investment has been avoided. '

Although it is much easier to raise such issues after the fact
than before, one must wonder if the unfavourable judgement of a wood
burning facility might not have been discerned at a lower cost. It appears
that the economic evaluation and the technical evaluation proceeded simui-
taneously. But the economic results meant that much of the technical
analysis was of limited value. Although the study generated positive
benefits, we are not convinced that these benefits exceed the costs of
production.

2. Off-Shore Drilling Rig Construction

a) Project outputs

The output of this project is a feasibility study for the con-
struction of an off-shore oil drilling rig facility in Nova Scotia. The study
provided data on a variety of factors influencing the viability of such an
operation including optimum size, projected costs and world capacity.

The study attempted to predict future drilling and drill rig
construction and to assess the capability of existing suppliers to meet the
projected demand. The report considered a variety of sites (including the
existing Halifax Shipyard) and indicated which of these appeared viable.

The study concluded that the construction facility appeared
feasible based on predicted supply and that there were two Nova Scotia
locations which were attractive. The study also indicated that Halifax
Shipyards did not appear to be a viable rig builder and that the preferred
course of action would be to create a new facility, using the existing ship-
yard exclusively for repair work.
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b) Project costs

This project was funded for $127,130 but involved actual expendi-
tures of only $86,737. The remainder of the budget was held in reserve to
update the study when a decision was made to proceed more intensively.

In addition to the contract, both DOD and DREE incurred costs
in the course of the project. The DOD cost estimate is $2,600 but this includes
very low overhead allowances. A proper overhead allocation and the addition
of DREE and other costs could put these costs in the vicinity of $10, 000.
This would increase total project costs to approximately $100, 000.

c) Assessment of benefits and costs

The major contribution of this study appears to have been a
clarification of the opportunities available for the construction of drilling
rigs in Nova Scotia. Our project interview indicated that the quality of
work performed was very high.

Although the study provided very useful information to DOD, the
results of any study of this kind are very sensitive to changes in the worid
oil market. For this reason, a reserve fund was maintained in order to update
the results.

A major benefit of the study was advising against altering the
existing shipyard facility to accommodate a rig construction operation. As
a result, a decision has been made that the existing facility should concentrate
on ship repair.

The development of off-shore oil and gas in Eastern Canada has
suggested to a number of jurisdictions the possibility of providing service
and construction facilities to this industry. It is quite clear that other
provincial governments (particularly Newfoundland) have been actively
exploring this issue so that the study appears well-founded in the economic
circumstances of the region. The study was reviewed by a well qualified
project team and accepted by them. Our interview confirmed the perception
of a high quality report. It appears that the total investment of under
$100, 000 is justified in terms of potential benefits to be gained from the
resuits of the study.

3. Office Location Study

a) Project outputs

This project studied the office location decisions of firms. The
methodology involved interviews of 55 firms to identify the factors influencing
location choices. The ultimate objective of the study was to implement a
strategy to increase office employment in Nova Scotia.
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The background for this study involves a number of trends that
have been observed in office employment in the United States. The movement
to the South and West has been well documented. This project provided an
analysis of the potential for similar trends in Canada.

b) Project costs

The total cost of this project was $50,000.. in addition, DREE
indicated direct costs of $1,633. The addition of indirect costs and other
project supervision costs suggests that the total project cost was closer to
$60, 000.

c) Assessment of benefits and costs

Pinpointing project benefits is difficult. From a longer-term
perspective, the benefits would be defined in terms of new firms attracted to
Nova Scotia as a result of the information generated in this study. Since
the output of the study is information, the extent of potential benefit
depends on the extent to which the study is disseminated and acted upon.

Since the completion of the study, a number of regional offices
have been established in Halifax. But this trend was underway prior to the
completion of the study. In fact, the observation of this trend and a concern
with how it might be influenced were important factors in commissioning the
study. Our interview. with the DREE officer who had been actively involved
on the project team suggested that the study had no impact on these location
decisions. Although the study was summarized in a regional publication, only
a limited number of people have knowledge of the study or its contents.

This raises the important question of the dissemination of the
results of studies of this type. The natural client for this type of study
would appear to be Nova Scotia Industrial Estates Limited (IEL), which
provides incentive grants to attract firms and operates industrial parks in
the province, rather than DREE or DOD.

The stated project objective was to "recommend a program."
This suggests that the project team should have involved an agency such as
IEL at least as an advisor, if not as a program delivery agent. IEL's repre-
sentation on the project team would have been logical. This case suggests
that the future Sub Agreement might require a check list for members of the
project team,

In addition to the questions of report distribution and the
absence of an active client, the policy section of the report is not compelling.
The survey work identifying important factors in a location decision appears
good, but the policies that might be put in place based on this analysis are
less useful. The DREE adviser on this project suggested that in retrospect,
he would have preferred to contract only for the survey work on the deter-
minants of the location decision and then pursue the policy implications
internally.
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The study has provided input into the drafting of the Industrial
Innovation Subsidiary. Agreement. The proposed value of this Agreement is
$50 million, with $2 million potentially to be allocated to an Office Location
Program. But until that Agreement is actually signed, assigning value to
the study's input is conjectural. In the meantime, we judge that for the
investment of $60,000, the benefits have been minimal.

4, District Hot Water Heating

a) Project outputs

This project was initiated by Nova Scotia Power and examined
the possibility of using hot water or steam generated by the Water Street
Power Station as a heat source for a number of buildings in Halifax. The
hot water or steam wouild be a bi-product of the generators of the Water
Street plant. It would be piped underground in a number of loops around
the city. At each major installation, a heat exchanger would draw heat
from the line and make it available in the building.

It was clear in 1975 that energy represented a significant and
increasing cost in Nova Scotia. District heating had the promise of con-
serving energy, reducing reliance on off-shore oil and improving the
efficiency of the power plant. A 1976 study of major companies indicated
that some were quite vulnerable-- Canso Chemical spending about 40% of
its operating budget on power charges. The Energy Sub-Agreement did
not exist at that time; from the DREE point of view, doing the project under
the Planning Sub was appropriate. As well, the possibility for spin-off from
the study was substantial. The technology of heat exchangers with steam or
water superheated to 350° F supplying heat to buildings would be new in
Canada. There were opportunities to develop new technology in metering
as well. For these reasons, the project looked very attractive.

b) Project cosis

According to Nova Scotia Power, the cost of the study was
$105,000. This was shared as follows:

National Research Council $ 50,000.
DOD/DREE $ 22,500.
Nova Scotia Power $ 32,500.
Total $105, 000.
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In addition, the DREE project officer estimates approximately
80 hours of time; employees of Nova Scotia Power were estimated to have
spent 840 hours. Direct time would account for approximately $12,500. If
overhead is fully allocated, we can assume that the cost would rise to
$20,000 or more. The total project cost would then be $125,000.

c) Assessment of benefits and costs

The study indicated that the hot water heating concept was
viable. However, the project did not go ahead since it required an $8 million
investment by Nova Scotia Power and viability required potential users
actually to convert to the new system. In the absenice of an external financial
guarantee, Nova Scotia Power was unwilling to bear this risk.

The study did not lead to any strategies, programs or sub-
sidiary agreements. District heating was not undertaken as a project.
Developments underway in 1976 which were potential users are now com-
plete, each with its independent heating apparatus. A district heating
project now would make much of that recent investment redundant. The
combination of circumstances that initially made the project attractive has
now passed. Therefore, the project recommendations will not be implemented.

The central output of the study was good operational information
on district heating. The participation of NRC indicates that, in their view,
the information generated on district heating would have benefits elsewhere.
It is interesting to note that if the study was being done today, the federal
Department of Energy, Mines and Resources would likely provide financial
support. A key factor impacting on the project's outcomes was the apparent
lack of commitment to follow-up on positive results. Since the project did not
actually go forward, there are no direct benefits. However, the study did
allow for risk aversion on the part of Nova Scotia Power. Whether the cost
of the study balanced potential savings is uncertain.

5. Free Trade Zone Concept

a) Project outputs

The objectives of this project can be described as follows:

» To study the concept of setting up a free trade zone or
zones within Nova Scotia and to make recommendations
based on the study findings.

> To examine any legal or other changes that would be required
to establish such a zone.

» To select the most suitable area of the province in which to
locate the zone.
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The results of the study were intended to assist the provincial
government in developing policies to increase the use of the province's sea-
port and/or airport facilities and to increase foreign trade. A further
anticipated result would be the creation of additional jobs in services,
construction and possibly manufacturing.

The free trade zone concept had been a recurring topic of interest
in the province and was being advocated by various people at the time. A
paper had been prepared within DOD in 1977, but a more in-depth examination
was needed. The project was initiated with particular support from DOD to
provide an authoritative study of the issue. Both DOD and DREE viewed the
question as a fairly high priority due to the public interest aroused by media
coverage.

The principal objectives changed as the project was implemented
due to the negative outcomes of Phase |. Since it was noted that Canada was
essentially a free trade zone due to warehousing and export drawback arrange-
ments, there was no need to examine implementation of the concept in more
detail. Instead, Phase Il examined the possibility of a publicly bonded
warehouse in an industrial park. However, no specific attempt was made to
promote investment by the private sector in such a warehouse.

b) Project costs

The total direct costs associated with the project report can be
broken down as follows:

Phase | $30,208. 82

Phase I $ 9,792.00

Total $40,000. 82

Departmental administrative costs were incurred by both DOD
and DREE:

DOD 190 hours

DREE 190 hours

DOD has indicated that the direct costs of this staff time were
$3,040. If we assume that a matching amount should be charged for over-
head and that DREE costs were the same as those for DOD, then total costs
can be calculated as follows:

Project report $40,000. 82
DOD $6,080.00
DREE $6,080.00
Total estimated costs $52,160. 82
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c) Assessment of benefits and costs

The project was completed substantially within the allowed time
and on budget. The project team expressed satisfaction with the consultants'
performance.

The study served to dispel the notion that a formal free trade
zone established in Nova Scotia would enhance economic development. Follow-
ing the study, DOD proposed a strategy for a public bonded warehouse. The
idea was not implemented because it was felt that this should be left to the
private sector since the required public subsidy would be large.

Since a program or strategy has not directly resuited from the
study, no employment or private investment outcomes are evident. The
economic costs of implementing and policing a free trade zone were avoided,
as well as the potentially thorny political process it would have necessitated.
However, none of these costs would have been incurred without such a study,
whether or not it was done under the Planning Subsidiary. Using the Planning
Subsidiary apparently allowed the study to be done in more detail than it
otherwise might have been. Whether a less detailed study would have yielded
different conclusions cannot be determined.

The study has received wide circulation and requests are still
being made for copies by the private sector, universities, Boards of Trade,
ITC, other provinces and other groups with development interests.

The information has also been used in promotional discussions
with other countries and by Nova Scotia Industrial Estates Limited. However,
the extent of incremental benefit as a resuit of the information produced is
unknown.

The evidence we have accummulated raises some questions about
the value of the Phase | report. It is not clear that somewhat in excess of
$30, 000 was required to produce this information. Bonded warehouses exist
in most jurisdictions and it should be relatively inexpensive to determine
what trade activities can be undertaken within existing institutional structures.
For these reasons we must express some reservations about the benefits of
this study in relation to its total cost of over $50,000.

6. Inter-Regional Manufacturing Cost Comparison

a) Project outputs

This project addressed the cost competitiveness of manufacturing
firms in Nova Scotia and the particular factors which impede the successful
operation of a business in Nova Scotia.
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The report considers the competitive position of Nova Scotia
relative to locations in Ontario, Quebec and New England. It indicates
that manufacturing input costs in Nova Scotia are competitive with those in
other jurisdictions and are in fact lower on average than in Quebec or Néw
England. The major cost disadvantage is related to the shipments of goods
to major market areas, but this is an important problem only for commodities
having a low ratio of value to weight. '

b) Project costs

The costs associated with the project can be broken down into
the following categories:

Basic project report $50, 000.
Cost of examining extra sector $ 8,700.
Direct administrative costs

(365 hours) $ 5, 475.
Travel $ 1,200.
Total $65, 375.

c) Assessment of benefits and costs

The study was conducted for Nova Scotia Industrial Estates Limited
(1IEL) whose function is to attract industry to Nova Scotia. Although we would
not expect firms to locate solely on the basis of this study, the results of a
professional study could trigger firms approached by IEL to more actively
explore the option of locating in Nova Scotia.

The results of the study can be used to dispel beliefs that loca-
tion in Nova Scotia implies a cost disadvantage. The study has the further
strength of indicating some cost differences among industries and could be
used to designate industries upon which extra attention should be focussed.

It is our view that this study will prove to be useful for IEL.
It may not directly lead to location in Nova Scotia but it will be of value if
it increases the number of firms willing to seriously consider that option.

Although we cannot directly discern the impact of this study on
business location decisions, our framework suggests the following hypo-
thetical question: what decisions would have to be affected by this study in
order to justify the costs incurred?

The adoption of this approach to the problem makes the answer
fairly clear. The investment is likely justified if even a single manufacturing
firm locates in Nova Scotia instead of elsewhere as an ultimate resuit of the
study. This does not appear to be an unlikely result. in this and other
planning studies, it is important to emphasize that by their nature, planning
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documents will not have an immediate impact. We would expect their effects
to persist for a number of years. Given this timeframe for the assessment

of benefits, it appears that this study can be classified favourably in terms
of the ratio of expected benefits to costs.

n

7. Shipbuilding and Repair: Market Analysis

a) Project outputs

The objective of this study were to pinpoint shipbuilding and ship
repair market opportunities which the Nova Scotia industry could potentially
capitalize upon over the next decade and to provide a market analysis frame-
work upon which to develop individual corporate business plans and a market
strategy.

The study aimed at developing a plan to revitalize the small ship
repair industry and it was meant as an introduction to a new subsidiary
agreement. The major aspect of the report was to be a market demand study
which would focus on a variety of factors influencing demand ,such as licensing
practices, tax provisions and regulations on the importation of used boats.
The document was to vield a limited number of scenarios which could be used
by the yards in the development of their plans. '

b) Project costs

The direct and indirect project costs can be broken down as follows:

Project report $ 95, 990.
Administrative costs:
DOD $ 6,000.
DREE $ 4, 000.
Total estimated costs $105, 990.

c) Assessment of benefits and costs

The project was initiated by DREE to update market information
for the development of a Subsidiary Agreement for small shipyard development.
A previous,more extensive marketing study completed under the Planning
Sub in 1976 had addressed both ends of the ship repair market. DREE
preferred to obtain updated information with a narrower focus. The study
was completed on time and within budget.

A Subsidiary Agreement for the small shipyard industry is about
to be signed. There was some delay in reaching this stage because it ranked
lower in priority than other proposed agreements. In the meantime, small
shipyards have continued to approach DOD for assistance. The information
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produced by the study contributes to the allocation of these funds and was
used extensively in drafting the new Agreement.

The study has also led to the strategy of assisting yards with
business planning. Although no major initiative has been launched to date,
the yards which have undertaken the business planning exercise have become
more knowledgeable about market demand. However, the value of this
information has been diminished by the lack of major capital assistance. The
small grants have helped with minor improvements; however. 75% of the
capacity is needed on the South Shore.which has only about 20% of existing
capacity. .

To date, no long-term employment or private investment can be
linked to the study. However, the potential may have increased since the
study was done. When the study was undertaken, it was clear that with the
200 mile limit, more fishing would be done by Canadian boats. This wouild
improve the demand for boats and also the demand for maintenance. Since
then, the off-shore developments have raised a separate set of demands
for service boats to be constructed and maintained. This off-shore demand
was speculative when the study was done two years ago.

The key benefit of the study has been the assembly of important
background information. The costs of the study will be justified if a sub-
sidiary agreement implements a strategy to meet the identified demand.
Shipyard use of the information has been minimal; an updating will probably
be required for future use.

In spite of the delay in producing a new agreement, the imminent
strategy which relied heavily on this project's outcomes lead us to judge it
favourably.

8. Sydney Metropolitan Industrial Park

a) Project outputs

The purpose of this study was to assess the need for a new
industrial park in the Metropolitan Sydney area. The impetus for a study
came from the Cape Breton segment of the Nova Scotia Voluntary Planning
Group.

The study is still being assessed by a Study Committee in the
City of Sydney and by a Voluntary Planning Committee. The report indicated
a need for another park, but some of the prime sites suggested were outside
the boundaries of Sydney. The Study Committee is developing a counter-
proposal which would locate the site within the city boundaries. There appears
to be some disparity in the sense of immediacy of those involved. DOD and
DREE view the study as a tool for planning purposes rather than as a means
of selecting a site immediately. Those individuals with more local interests
appear to disagree.
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b) Project costs

The total cost of this project increased relative to initial
expectations for two reasons. First, there was an increase in budget
size authorized by DOD. Second, there was a cost overrun by the con-
sultants. Total direct and indirect costs from the point of view of society
can be calculated as follows:

Original contract cost $ 32,000.00
Authorized budget increase $ 3,500.00
Consultant cost overrun $ 6,344.57

Administrative costs:

DOD $ 1,000.00
DREE $ 4, 950.00
Total $ 47,794.57

c) Assessment of benefits and costs

The report was approximately three months late and was
significantly above the original budget. It did, however, appear to meet
the stated objectives of the study.

_The report provided information.on the potential demand
for space in industrial parks and on the costs of developing new park
facilities relative to the costs of expanding the existing site. The
planning horizon of the report is 20 years.

As indicated above, it is not yet possible to assess the
role of this report in the decision to expand the existing facility or
construct a new one. The recommendations of this report are still being
debated and some further options are being considered by the City of
Sydney Study Committee. Although no action has been taken to date,
an indirect effect might be some sense of stabilization for planning
purposes among Sydney businesses. There are many potential users
of this report (e.g., DEVCO, |EL and others).

From the project materials Which we have assembled, it
appears that there is an active interest in expanding industrial park
facilities in the Sydney area. Given this interest, information on the
demand for space and the costs of alternative sites would appear to
provide benefits for both private firms and the various government
agencies involved. The report adequately compares a variety of alter-
native sites after demonstrating the need for further space.
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For the report to be a wise public investment, the value of
the information must exceed the cost of production. Given the large scale
expenditures involved in creating an industrial park, the decision benefits
of high quality information would be expected to be high. We would con-
clude, therefore, that the production of this information is a socially
desirable use of public funds implying an excess of benefits over costs.

9. Management Training Needs and Promotional Strategy Survey

a) Project outputs

This project was intended to assess the needed skills areas of
Nova Scotia management and to develop an appropriate management training
and development strategy to meet those needs.

‘The survey data were delivered in the form of 151 aggregate
tables and 2,500 cross tabulations. The project team received two copies
of a two volume report totalling 1,005 pages of tables. The consultants
were not required to produce a written report analyzing the data and their
policy implications.

b) Project costs

Direct project cost $14,046.00
Administrative costs:
DOD ‘ $17,050.00"
DREE k3 $ 1,050.00
Total $32,146.00

c) Assessment of benefits and costs

.Policy Board, an advisory group to Cabinet, has used the
survey results extensively in drafting recommendations to government.
These recommendations include a radical restructuring of the delivery of
management training programs in the province, as well as a reorganization
of the administration of the Atlantic Management Institute. Promotion of
management training would be enhanced, with officers throughout the
province liaising with business groups. It has also been suggested that
management training be a criterion in reviewing applications under DREE
programs. It is hoped that implementation of these recommendations will
have a wide ranging impact on management training in the province and
therefore on productivity.

! Includes estimate of $16,000 for salaries of summer staff who carried out
the survey.
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Although the project report did not contain a written
analysis of the data, the province has subsequently funded a follow~
up study to produce a written report. The first draft of this report is
presently undergoing revision. It will be widely distributed to manage-
ment training organizations and will assist in formulating management
training strategies. The data are available to the general public, offering
an easy-to-access research tool.

The study's results will also provide input to the nego-
tiation of a new Regional Manpower Training Agreement or to a management
training componerit in the second generation Industrial Development Sub-~
sidiary Agreement.

Employment and investment impacts can only be projected
if it is assumed that the study will enhance management training and
increase productivity. The major benefit of the study to-date has been
its use as a planning tool for policy makers in reviewing the effective-
ness of existing agencies and providing input to policy recommendations.

This project appears to have genarated a substantial
quantity of data of potential benefit to a variety of government
departments as well as to independent researchers. The expenditure
required to produce this data base was relatively modest. It appears
from its .use ta date that benefits exceed the costs of producing this
information.

10. Eastern Provincial Airways - Advanced Technology Avionics
Facllity

a) Project outputs

The funding for this project was used to-assist Eastern
Provincial Airways (EPA) in responding to a :Solicitation of Interest ssued
by the Department of National Defence and the Department of Supply and
Services. :

The ultimate project involved the construction of an
advanced technology avionics facility in support of the Canadian Forces
CP-140 Aurora aircraft. The information produced was for EPA and the
project output can best be described as the EPA submission in response
to the Solicitation of Interest.
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b) Project costs

DOD $ 35,000.00

DREE $ 35,000.00

EPA $ 17,500.00
Administrative costs:

DOD $ 450. 00

DREE $ 3,600.00

Travel $ 2,000.00
Total $ 93,550.00

c) Assessment of benefits and costs

The study has not had any direct impact to date. How-
ever, along with other activities, it may have contributed to the decision
to locate the facility in Nova Scotia. Although EPA was not successful
in its response to the Solicitation of Interest, the decision to locate in
Nova Scotia may result in up to 300 high-paying jobs, a $100 million
facility and an environmentally clean industry. However, it may be
two years before these benefits are realized.

EPA would not have carried out the feasibility study or
subsequently responded to the Solicitation of Interest without the
support of the Planning Subsidiary. As a result of this study, EPA
has become more aggressive in areas that were previously considered
to involve higher technology than the firm could handle. EPA's ex-
pansion of its training facility may also have been based to some extent
on the information provided by the study.

A link may exist between the EPA study and the push to
locate the facility in Nova Scotia, but the extent of this influence is
impossible to identify.

In the case of this project, it is not possible to assess
benefits. The work actually undertaken is largely confidential. The
major apparent benefit would appear to be in generating interest in the
construction of this facility and mobilizing pressure to have it located
in Nova Scotia.

11. Nova Scotia Technical College Marine Applications Research
Centre (TECHMARC)

a) Project outputs

The project report consisted of a feasibility study of

Thorne Stevenson & Kellogg - 56 -



locating a major marine research centre in Nova Scotia. The study indicated
that markets either did not exist or were already well serviced for some of
the potential products of this centre.

. The .report also indicated that aithough such a centre might
cover its operating costs, it would have to rely on government for the
large fixed cost.

b) Project costs

Total direct cost: $ 17,850.00

Administrative costs:
DOD 500. 00
Total $ 18, 350.00

This is an underestimate because we have no fecord of
DREE costs for this project.

c) Assessment of benefits and costs

The project team feit that this was a successful applica-
tion of the Planning Sub Agreement. The project was of relatively
limited scope and was able to assess the feasibility of the proposed
centre without the production of costly detailed plans. The major
benefit of the study appears to be its clarification of the issues
involved. Specifically, it demonstrates that TECHMARC would require
significant public subsidy -- i.e., it could not be independently viable.
We judge that this is a reasonable benefit for the limited costs involved.

12, Regional Development Opportunity Identification

a) Project outputs

This project can be classed as a feasibility study for a
subsequent major planning and development project. Different organiza-
tions were invited to submit reports which would identify new approaches
to determining industrial opportunities. These reports would then be
used to draft the terms of reference for a larger study.

b Project costs

Direct project costs $ 5,000.00
DOD $ 750.00
DREE $ 5,250.00

Other 1,000.00
Total ; 12,000.00

Thorne Stevenson & Kellogg - 57 -



c) Assessment of benefits and costs

The consultants' proposals were used to determine the
approach, sector and contractors for Phase Il of the study - the Economic
Activity Complex Study funded at $110,000. Approval for $90,000 more
for actual development activities is subject to evaluation of the approach.
Data from Phase Il of the study was used to produce a medical health
vector for the Input/Output Tables. However, since implementation has
not yet followed the project to date, no employment or investment impacts
can be linked to the study.

i The study provided insights on how to approach opportunity
development on a sectoral basis and identified some private sector interests
in the medical health area. If a sub-agreement evolves from Phase lI, it
would not require much economic impact to justify the costs of the Phase |
study.

Although it would not require much actual activity to justify
the modest costs of this project, some of the approaches suggested are open
to que§tion.

The project results and recommendations include, for
example, the following points. First, it is suggested that a successful
strategy for identifying industrial development opportunities in Nova
Scotia must take into account the multiplier effect in terms of indirect
stimulative effects on employment and income. Second, it is argued that
continued encouragement of existing firms in the province is preferable
to an approach which focusses on attracting those firms which are not
from the region.

In both cases, serious questions can be raised if one is
concerned with the incremental impact of regional development policies.
Much of the debate about the appropriate value of the regional multiplier
revolves around the extent to which estimated second round effects are,
in fact, incremental. Similarly, in the case of expansion by local versus
non-local firms, the argument has been made that the activities of firms
outside the region are more likely to be incremental than would be the
case for local firms. This is particularly true if economic activities are
viewed in a longer-term framework (i.e., regional pelicies may only be
buying earlier expansion by local firms).

These are, however, points which are still the subject of
debate. Phase i1| has not yet been implemented. In summary then, this
project may well generate net benefits but, until the follow-up project
is completed, we cannot with certainty conclude that this is the case.
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D. REVIEW OF PROJECTS: GENERAL DEVELOPMENT PLANNING

1. Travelways Svystem Evaluation

a) Project outputs

The Nova Scotia Department of Tourism in 1973 designated
a travelways system to link the tourist regions together and to '
encourage travel to other than the traditionally popular areas of the
province. This project was intended to evaluate the amenities of the
proposed system and to formulate proposals for improving the system
in Cape Breton. :

During the course of the project, two new travelways were
established. Once the travelways were designated, local groups of people
identified day trips from major centres on the traveiway. The objective

is for operators to retain people for additional overnight accommodation.
Once the local people had described the day trip, the tourism planner

and the writer ‘would review the work, review the day trip and help
produce a brochure describing it.

Additional travelways or sections of travelways have been
identified and will be officially designated and advertised when necessary
work has been completed. For example, one section of the Fleur-de-Lis
Trail is not paved and has no local services available. The study has
helped the department resist local pressure to open that part of the
travelways, preferring to wait until the necessary infrastructure has
been provided.

b) Project costs

The total direct cost for the project was $19,258. Adminis-
trative costs for four people including one full-time for six to seven months
total approximately $10,500 with no allowance for overhead. Adding over-
head to the time costs would raise the total project cost to approximately
$35,000. :

c) Assessment of benefits and costs

Long-term employment is extremely difficult to attribute

to a study such as this. No attempt has been made to identify an
employment impact.

The key benefit of this study was to produce a clear

statement on the anticipated routing of new travelways and the priorities
for infrastructure required to complete the travelways. This has allowed
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the department to respond to local pressure and forestall arguments from
local interest groups wishing to see their particular section of road in-
cluded in the travelways. A secondary benefit has been a priority list of
improvements that will be necessary for the travelways to realize their
potential and, indeed, to be officially proclaimed.

The project team included representatives from DREE,
the Department of Tourism, the Department of Transportation and DOD.
This team was unanimous that the study was warranted and that it was a
good investment.

In discussions with the project team, similar develop-
ment plans completed five years ago were discussed. The mem-
bers of the project team pointed out that some of the ultimate resuits of
these planning activities were just starting to be observed now. That
is, planning studies often have a very long gestation period. It will,
therefore, take a considerable amount of time before definite conclusions
can be reached. But our preliminary evaluation would lead- us to classify
this project as favourable in terms of benefits and costs.

2. Updating Input-Ouiput Tables

a) Projects results

This project funded updating of provincial input-output
Tables from 1965-1974. In addition to the work involved in actually
constructing the Tables, the project included the preparation of a manual
to explain the operation of the Tables and to indicate their research and
planning capabilities.

Following the updating, the Tables were used to develop
impact simulation models and to perform an analysis of economic growth
in Nova Scotia between 1965 and 1974.

b) Project costs

Total direct costs: $107,770. 44
Administrative costs:
DOD $ 12,000.00
DREE $ 6,000.00
Other costs $ 500.00
Total . $126,270. 44
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¢). Assessment of benefits and costs

Input-Output Tables are the only existing data bases
which can be used to trace the indirect effects of a change in the
economic system. Their major limitation is that they impose the
restrictive assumption of no changes in relative prices. Although this
is not a serious problem for short-run analysis, the more outdated the
Tables become, the less useful they are. This is particularly true when
important relative prices (such as the price of energy) are known to
have changed. For this reason, if 1-O Tables are to be a useful
analytical tool, the expense of maintaining them must be incurred.

Users of the |1-O Tables incluide DOD, APEC, DREE, and
IEL. The Tables are used, for example, by DREE to carry out impact
analysis of potential employment and income generation when a
firm applies for a grant under RDIA.

Input-Output Tables are an important and widely used
analytical tool. Their usefulness requires a continuing investment in
updating. The existence of substantial DOD and DREE projects in Nova
Scotia for which these Tables are potentially valuable suggests to us that
the benefits of this study exceed its cost.

3.  Feasibility Study For a Construction Trades Inventory:-in Nova

Scotia

a) Project outputs

This project consisted of a feasibility study of establish-
ing and maintaining an inventory of construction trade skills for Nova
Scotia. The feasibility study attempted to determine if the potential
benefits of such an inventory would be justified in terms of the costs
of constructing and maintaining the system. The expected long-term
results of such a system would be improved manpower planning in the
construction industry and more effective training and apprenticeship
programs.

b) Project costs

Total direct costs: $ 21,000.00

' Administrative costs:
DREE $ 45,000.00
CEIC $ 5,000.00
Labour Canada $ 15,000. 00
Total $ 86,000.00
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c) Assessnient of benefits and costs

The cost structure of this project is striking in that the cost
incurred by the different departments of government greatly exceed the
DOD/DREE total shareable cost. These costs do not include any estimate
of DOD indirect costs and also do not include any costs incurred by the
private sector in participating in the study.

The feasibility study concluded that the Construction Trades
Inventory was a worthwhile project which would require close cooperation
among government, management and labour in order to derive maximum
benefits from it. As a resuilt of this judgement, Labour Canada and CEIC
proceeded with a $40, 000 project.

An accurate assessment of the value of this project would require
interviews with users of the data system to determine their perceptions of
its usefulness. In general, occupational supply and demand projections in
other jurisdictions have not been noted for their accuracy. We have not
been able to discern whether this is the case in Nova Scotia.

The direct project costs were relatively low and different levels
of government found the resuits sufficiently compelling to proceed with the
actual inventory system. There are potential benefits, particularly in the
context of major construction projects, from an up-to-date inventory. The
Construction Trades Inventory wouid not have to be used often to cover the
modest costs of this study. Indeed, it has been used in a number of simulation
studies (e.g., dockyards construction), providing labour information to
project planning. As well as avoiding potentially costly scheduling errors,
its availability has avoided the costs of identifying labour supply on a project
by project basis. The inventory has also provided input to the Canada
Manpower Training Program.

Like input-output analysis, a construction trades inventory is a
static system that requires continual updating to be useful. It is our
impression that updating of the inventory has not been consistent. In-
deed, an update had to be carried out as part of the Scotia Shelf study
before the data could be used. With this kind of reservation in mind, we
would judge this project as favourable based on its use to date.
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v

THE SUBSIDIARY AGREEMENT .FOR PLANNING:
N E R EN

A. [IMPLEMENTATION OF THE AGREEMENT .

In Chapter |11, we reviewed the Planning Sub's design and resources.
Specifically, our discussion touched on:

> The structure of the Agreement - its components, objectives,
level of funding.

> Program design - levels of responsibilities, flow between activi-
ties and expected outcomes.

> Allocation of resources among program components.

i

> Compliance with implicit or explicit criteria for approval.
> Efficiency and economy in project performance.

In general, we found that while most projects related in some way to
the general intent of the Agreement, the lack of specific criteria for review-
ing proposed studies resulted in a great diversity of rather unrelated
projects. This may have evolved in part due to a change in the Planning
Sub's role after it was implemented: internal staff at DOD and DREE took
over responsibility for the preliminary work on new subsidiary agreements.

This development, combined with the basically subjective approval
process, meant that the Planning Sub became something of a "catch-all"
funding mechanism more likely to lead to specific projects than to new
agreements.

The province's parallel development of a strategic plan aiso weakened
the potential for the Planning Sub to play a major role in comprehensive,
long-term planning. Now that this framework is in place, there is greater
provincial incentive to use the Planning Sub as a means of carrying out
specific action plans.

The initiation of projects was fairly evenly split between DREE and

the province. There is some indication that studies initiated by the
province tended to be more specific and less conceptual than those
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originating with DREE. It appears that federal initiatives have
increased as both governments have established a working relationship
with respect to prerogatives. Projects are generally judged on merit
regardless of origin.

Joint management of projects under the Planning Sub was valued
by both sides because it frequently provided credibility and a push
for projects which might not have been supported by one or the
other. The trade-off was some times delay in moving a project:
through the system, particularly on the provincial side in obtaining
Management Board approval. Also, the Project Team structure calls for
many meetings and usually results in at least one team member without
previous experience in that role. However, as more people have
become involved with Planning Sub projects, and as the efficiency of
committee members has increased, advantages of the joint approach
outweigh the disadvantages.

~

In some cases, Project Team members may not have been the natural
clients for the study in terms of follow-up potential. But overail, the
matrix approach to administering the Agreement seems to have been
efficient in terms of assigning project supervision responsibilities based.
on expertise and mandate.

In some ways the Planning Sub may have experienceﬁfewer imple-
mentation difficulties than other agreements. The flexibility of the
Agreement allowed a good deal of the preliminary work to be done
informally. Indeed, one committee member interviewed ranked it the
best in terms of efficiency when compared with eight other subsidiary
agreements he had been involved with.

Much of the credit for streamlining the process goes to some of the
key people who have been involved with the Planning Sub. Strong
support for planning and timely preparation of background documents have
served to expedite the Management Comnittee process.

Complaints over the process centre around the necessity of preparing
lengthy, formal Project Briefs on the first round of approval and sense
of detachment from Management Committee and its priorities. But these
were not strongly prevalent criticisms.

Although documentation suggested some concern over lapsing funds
in 1978, the Planning Sub is now at the stage where it appears that all
funds could easily be allocated before its expiry date. The average
project cost for Physical and Resource Planning studies has far exceeded
the average cost of projects in the other two programs. This factor
should be weighed in the interpretation of outcome data and their input
to drafting a second generation agreement, particularly in light of the
substantial budgets for resource-based subsidiary agreements.
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Economy and efficiency indicators. suggest that project control measures
have not been ideal. Many contracts were awarded on a non-competitive
basis with little documented evidence to justify this route. Indeed, many
of these studies delivered reports late, raising questions about maximum
value for money.

Overall, implementation of the Planning Sub has suffered somewhat from
a "chicken and egg" problem. The lack of precision in defining the Agree-
ment's role has in turn led to a lack of precision in selecting projects. As a
consequence, a number of exploratory studies have evoived which have not
been linked with expected outcomes or follow-up. This open net kind of
approach, while perhaps valuable in terms of its flexibility, may have
prevented a more systematic method of selecting projects, choosing con-
tractors and monitoring performance.

B. SELECTED PROJECTS: ARRIVING AT COSTS AND BENEFITS

Chapter IV examined costs and outputs for 17 selected projects in three
related programs. These projects were extremely diverse and therefore it
is difficult to arrive at a summary judgement which would compare the results
of different projects. We will first indicate some of the limitations of the

analysis we conducted and then briefly describe the results.

1. Limitations of the analysis .

There are limitations to the analysis that we have presented on both
the cost and output sides. On the cost side, we have not captured all of the
costs associated with the commissioning, monitoring and reviewing of projects.
in some cases, the individuals who were directly involved in the project
could not be interviewed and we were therefore unable to accurately deter-
mine the extent of departmental costs. In other cases, we were given
estimates of hours with loose guidelines for the direct cost per hour and
even less guidance on the appropriate allocation for department overheads.
lnhother cases, we were given estimates of overheads that appeared some-
what low.

In our calculations of project costs, we have estimated costs when
only hours were given and we frequently adjusted overhead allocations if
they appeared excessively low. For most projects, however, the important
costs were the shareable costs under the program so that the cost adjust-
ments discussed here turned out empirically to be not extremely important.
It remains the case, however, that virtually all of the cost estimates remain
underestimates.
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The major difficulty, however, was not on the cost side but rather
involved the assessment of benefits. Since the majority of the projects
involved were research or feasibility studies, it is clear that in principle
their benefits can be calculated in terms of their influence on subsequent
decision-making. In practice, this raises two difficulties. First, it would
be extremely expensive to attempt to trace out the impact on subsequent
decisions of 17 projects. Second, information by its nature generates
benefits which are not consumed immediately. The gestation period for the
influence of new information can easily expand to five years or more. For
these reasons, we have had to try to deal with the likely extent to which
project results would subsequently be used.

The basic source of data for the assessment of project outputs was
the project interview. Members of the project team provided their views
on the value of output and gave some indication of the ways in which the
project outputs were used. In some cases, project outputs were feasibility
studies which led to subsequent activity so that here we had direct informa-
tion about the impact on subsequent decision-making. Since we did not have
information on the subsequent use of project information in all cases, however,
there remains an inevitable element of subjectivity in our assessment and we
would point to this as a limitation of our analysis.

This limitation could be substantially reduced by intensive project-
by-project investigations of how project outputs were used. This, however,
moves in the direction of a complete evaluation of each of the 17 projects
and was beyond the scope of this investigation. I|n terms of the structure
of this report, the limitations that we have discussed have an important
impact on the precision of the results and on the extent to which ijt is
possible to compare projects within and among programs. We have tried
to present a summary opinion on the relationship of project costs and bene-
fits that assigns projects to one of three categories. Those categories are:

» Favourable.
» Uncertain.
» Unfavourable.

Although the data problems discussed above precliude the actual
calculation of benefit cost ratios, we would see our categories as corres-
ponding to benefit cost ratios substantially above one, roughly equal to
one and below one respectively.

In less technical terms, favourable projects would be those for which it
appears likely that the results will generate significant benefits or cost
savings in the future. To qualify in this category, a project must have
results that are likely to be useful in subsequent decisions and these
results must be disseminated to the relevant decision makers.
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The uncertain category indicates that we have been unable to
determine potential benefits from the project in excess of costs. In some
cases, this is a reflection of the fact that not enough time has yet elapsed
to reasonably assess beneflts.

The unfavourable category consists of projects for which it appears
that current and expected future benefits are small in ‘relation to the costs
of the project. This category includes projects for which it appears that the
results could have been obtained more cheaply in some projects from which
the outputs have not been circulated sufficiently to generate downstream
benefits from better decisions. '

2. Project results

The project results are summarized in Exhibit V-1. We reviewed a
total of 17 projects. Of these, we determined that ten projects fall in the
favourable category, four in the uncertain category and three in the un-
favourable category. These project results can be broken down by program
as follows: '

Project Results

Program Favourable Uncertain Unfavourable

Physical and Resource
Planning 1 1 -

Researcﬁ and Studies to
Investigate Development

Opportunities 6 3 3
General Development

Planning 3 = -
Total 10 4 3

We emphasize again that the sample sizes, especially for the first
and third programs, are not large enough to support generalization about
the relative merits of the different programs. We also note that even among
the unfavourable projects, the conclusion was generally reached as a result
of the costs of producing the particular outputs. Virtually without exception,
the reports provided apparently useful and applicable information. Our
judgement with some of the projects was, however, that the essential aspects
of this information could have been produced at a lower cost.
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EXHIBIT V-1.

Summary of Project costs and outputs

Program and Project

PHYSICAL AND RESOURCE PLANNING

1.
2.

Resource Mapping
N.S.P.L. Conversion/Expansion

INVESTIGATION OF DEVELOPMENT
OPPORTUNITIES

1.
2.

Wood Burning Energy Study
Offshore Drilling Rig Construation

Office Location Study

District Het Water Heating
Free Trade Zone Concept
Manufacturing Cost Comparison
Shipbuilding and Repair
Sydney Industrial Park

Management Training Needs
EPA Avionics Facility
Techmarc

Opportunity ldentification

Estimated

Costs

$204,500
299,125

250,000
100,000

60,000

125,000

52,160

65, 375

105, 990

47,795

32,146
93, 550
18, 350
12,000

Outputs

Planning maps
Feasibility study

Economic and technical study

Estimates of demand for rigs
produced in N.S.

Study of determinants of
office location

Feasibility study of district
heating

Assessment of zone concept
and alternatives

Determination of limited N.S.
cost disadvantage

Identification of market oppor-
tunities; input to new agreement

Analysis of industrial park
location

Survey of firms
Submission to DSS
Feasibility Study

Proposals for major subsequent

study

Assessment

Favourable

Uncertain

Unfavourable

Favourable

Unfavourable

Uncertain

Unfavourable

Favourable

Favourable

Favourable

Favourable
Uncertain
Favourable

Uncertain
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EXHIBIT V-1, Summary of project costs and outputs (Cont'd.)

Program and Project

GENERAL DEVELOPMENT PLANNING
1. Travelway System Evaluation

2. Updating I-O Tables
3. Construction Trades Inventory

Estimated
Costs

$ 35,000

126,270
86,000

OutEuts

Report on travelway routing
and improvement

1974 1-O Tables and Analysis
Feasibility study

Assessment

Favourable

Favourable

Favourable




It should also be borne in mind that research studies and planning
studies will inevitably have a high variance in their results. New ventures
are more risky and approaches which subsequently turn out to be dead-
ends or mistakes are inevitable. Although we cannot truly aggregate the
results of these projects, our impression of all the projects taken together
is that the benefits of the project outputs exceed the total costs of operating
the programs and producing the project outputs.

C. A SECOND GENERATION AGREEMENT

1. Planning in Nova Scotia

The provincial strategy for economic development emphasizes the
need for a comprehensive approach to defining medium and long~term pros~ -
pects. Objectives implicit in the province's development policies have been
to attract foreign investment, promote the processing of resources, build up
infra-structure and encourage the expansion of existing business firms. The
emphasis is on changing Nova Scotia's pattern of slow growth by identifying
and developing opportunities.

Our earlier discussion suggested a couple of important points:

» Both DOD and DREE seem to be committed to socio-economic
planning.

» Planning is going on under a number of different mandates
(i.e., internailly, other subsidiary agreements).

Nova Scotia, unlike many other provinces, has chosen to adopt and
maintain a Subsidiary Agreement for Planning. Alternative strategies
include funding planning efforts through subsidiary agreements with more
favourable cost-sharing ratios and/or with specific planning components.
Those provinces which can afford to reject federal involvement in pro-
vincial development planning frequently do. In choosing to work jointly
with DREE, Nova Scotia can overcome its less favourable position in terms
of available in-house resources and funding for planning studies. Aside
from project-specific outcomes, use of the Planning Sub can and has en-
hanced the development of planning tools and expertise in small provincial
planning groups.

Given that Nova Scotia is inclined to work cooperatively with DREE
in planning activities, our evaluation of the existing Planning Sub suggests
that benefits of this process might be increased by:
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> Clearly identifying the link between a new Agreement and the
province's comprehensive development strategy. The sophisti-
cation of planning activities within DOD has increased appre-
ciably since the first Agreement was signed. In order to avoid
duplication and uncoordinated, ineffective efforts, the Planning
Sub should play a well-defined role in relation to ongoing
departmental planning.

> Defining in more operational terms the distinction between the
mandate of the Planning Sub and planning components of other
subsidiary agreements. '

These issues might be addressed in a number of ways. A recent
project brief prepared for the General Development Planning component --
A Comprehensive Development Strategy for Nova Scotia -- suggested sector
and horizontal policy reviews, followed by sector action plans and program
designs as part of a comprehensive strategy. This appears to be a reasonable
approach for a new Agreement to include: it would provide a more directed
effort while remaining at a relatively "strategic” level of planning.

The second Planning Sub's position with respect to other agreements
also demands attention. The apparent overlap with the Opportunity ldentifica-
tion component of the Industrial Development Agreement was substantiated in
reports by committee members of occasional arbitrary decisions between the
two. If a similar component appears in a new Industrial Development Agreement,
a distinction must be drawn between the types of opportunities investigated
by each. Perhaps a dichotomy between sectors and more localized industries
might be an appropriate split. Another differentiation which emerged from
our discussions is between "soft" and "hard" planning (or pure versus
applied). Development of more specific funding criteria based on identified
priorities might alleviate problems identifying the appropriate funding route.

With respect to other subsidiary agreements, we suggest that the
Planning Sub's original role as an exploratory vehicle for new agreements
should be maintained and emphasized. This would require a shift in
responsibility away from the DOD and DREE staff currently carrying out
this work. But the potential benefits in terms of integrating GDA activities
seem warranted. This would also aid the process of developing funding
criterion (i.e., by designating a type of activity to be funded).

A parallel move would be to set out clearlythose ongoing sub-
sidiary agreements for which the Planning Sub has planning responsibility --
ideaily, those which do not have a planning component. In order to link
shorter-term planning with implementation efforts, it might be advisable
to include planning components within any new agreements. This holds
particularly for resource agreements which often require a substantial
commitment of funds with diffuse impact on economic development.

Planning Sub resources would then remain available to sectors not covered
by specific agreements.
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2. Improving the process

Discussions with people involved with the Planning Sub and review
of our outcome data have identified a number of possible modifications.

a) Better criteria

Most respondents favoured the flexibility of the Planning Sub over
a rigid set of guidelines. But most agreed that a little more focussing would
be desirable. Program components should define as extensively as possible
the types of activities which have been jointly identified for that component.
Project selection might then proceed by linking proposed studies with
expected outcomes (i.e., how would the findings be used?) in order to pre-
assess its potential impact on program objectives. Development of these
criteria should take place within the context of coordinated planning for the
province as outlined above. ‘

b) More stringent contracting

A general strategy of competitive tendering should be instituted,
incorporating a point evaluation system where possible. This may be more
time-consuming. But potential benefits include a wider range of perspectives
on studying new concepts and a built-in tool to monitor project progress.
Sole source contracts should require significant documentation to justify
the decision.

c) Better evaluation planning

Evaluation issues should be considered as the second Agreement
is drafted. This study has shown that intensive evaluation of projects to
determine overall effectiveness is not practical or feasible in the short-term.
Assessment of longer-term effects belong more appropriately in an overall
evaluation of the GDA.

An evaluation plan setting out plausible measures of effective-
ness for each program component would be useful. Drafting of the new
Agreement should be accompanied by an evaluability assessment (i.e.,
is the Agreement as structured evaluable in meaningful terms). It might
also include clear guidelines on project monitoring procedures to avoid
gaps in project documentation.
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PROJECT DATA SHEET

A. ALL PROJECTS

PROJECT NO.

PROJECT NAME

IMPLEMENTATION
RESPONSIBILITY:

TOTAL COST:

AUTHORIZATION DATE:

OBJECTIVES:

REVISED:

..75-




General Criteria

SELECTION CRITERIA: PROGRAM |
PHYSICAL & RESOURCE PLANNING

- ¥

N

PROJECT FIT
?

Specific Criteria

Work undertaken is either a "study" or "planning."....

The study and planning are "required to identify
and analyze economic and socio-economic develop-
ment opportunities in Nova Scotia."..... 25.E:E-R

The study and planning are required to "develop
strategies, programs and subsidiary agreements
pursuant to those opportunities."........ R R A

Planning is "additional to that which is currently
being conducted."..... ‘E--5-0- B ey

The province "does not possess in-house capability
or expertise.".......... T oA

Planning is "in pursuit of opportunities identified
jointly by Canada and the Province."......cceerienennns

"All Federal or Provincial in-house expertise is/
will be utilized."..............

»

Obiectives:

"assembly and analysis of baseline data and informa-
tion regarding the location of development projects;"...

"program will complement and utilize information

from the resource survey programs in other sub.
agreements and ongoing activities of the Maritime
Resource Management Centre."......... o oo wE B A BEERE

Possible Activities:

= Broad sub-regional development patterns...... oTewas

- Assessments of the socio-economic and
environmental impact on development at
different locations.............

- Studies dealing with land use............. SN

- The assimilation of baseline data and
information.....veocvveunses

= Possibly environmental impact studies.............
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RESEARCH & STUDIE | STI E

SELECTION CRITERIA: PROGRAM i

T OPPORTUNITIES

Ceneral Criteria

Y

N

PROJECT FIT
?

»

Specific Criteria

Work undertaken is either a "study" or "planning."....

The study and planning are "required to identify and
analyze economic and socio-economic development
opportunities in Nova Scotia."......... o s smamaba e

The study and planning are required to "develop
strategies, programs and subsidiary agreements
pursuant to those opportunities."..... s are WNim e w 6 0 o 0 00 o'd

Planning is "additional to that which is currently
being conducted."..........0...'...'......I_..‘......l.l

The province "does not possess in-house capability
or expertise."....... SreteRsneTsranononne s1ee e v 0o B 00000 GoR e CIEH

Planning is "in pursuit of opportunities identified
jointly by Canada and the Province."..coieesvecnnananes

nAll Federal or Provincial in-house expertise is/
will be utilized."..l.’l... ........... o e o o0 oo s o8 20 OB OB DB

>

Ob!'ectives :

"to provide the necessary background information
and strategy for turning broadly defined develop-
ment opportunities into job and income-generating
activities ;. ..ot eterctctnrsetccenenas Cessenanises savexereni

ndeals primarily with attracting investment by the
private sector to Nova Scotia."....ccoveveenrannccceeens

Possible Activities:

- Technical feasibility and pre-engineering
studies for supportive infrastructure and
social infrastructure -- "basic infra-
structure, community development and
social amenities.". ..o eietsterstisrssnvrsetossceses
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General Criteria

SELECTION CRITERIA: PROGRAM ll1I
GENERAL DEVELOPMENT PLANNING

PROJECT FIT

Y

N

?

Specific Criteria

Work undertaken is either a "study" or "planning."....

The study and planning are "required to identify and
analyze economic and socio-economic development
opportunities in Nova Scotia.”....ccciteieesiinsanenanns

The study and planning are required to "develop
strategies, programs and subsidiary agreements
pursuant to those opportunities.”.....ccoovieeneencneeed

Planning is "additional to that which is currently
being conducted."............ e B easnthont sftailencaenths xoxenens & orf) ord

The province "does not possess in-house capability
Or eXPertise. . .. icoh aee st onessesigssssspissaossssesans e

Planning is "in pursuit of opportunities identified
jointly by Canada and the Province."........coetvuvnnns

"All Federal or Provincial in-house expertise is/
will be utilized.".........cciivenennn

»

Objective:

"to increase the efficiency of the provincial
government in undertaking development in
Nova SCOtia." ------ 4 8 8@ m 84S 8 e F RN RN N NN NN

Possible Activities:

= Investigation of basic economic research
and analysis....ceiieiireeirirrenrecssnsnsssessnnsas

. Investigation of basic social research
and analysis......
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CONTRACTUAL

ARRANGEMENTS: [[] sole source
[} competitive bid

CURRENT STATUS: D approved, but not started
D ongoing
D complete

cancelled /transferred

MONEY SPENT AS OF
JANUARY 31/81:
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B. COMPLETED PROJECTS

PROJECT CONTROL: Report(s) delivered
on time D Yes [(] Ne
on budget D Yes D No

Stated objectives generally satisfied:

[] Yes (] No

Money returned to Sub

OUTCOMES/

RECOMMENDATIONS TO
MANAGEMENT COMMITTEE:
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PLANNING SUB EVALUATION STUDY
INTERVIEW WITH PROJECT TEAM MEMBERS

Thorne Stevenson & Kellogg/Abt Associates of Canada have been
hired to conduct an evaluation of the DREE-DOD Planning Subsidiary
Agreement. As a key part of our study, we are interviewing project
team members for a random sample of projects. Your answers to the '
following questions are crucial to our assessment of the project and the
Planning Sub in general:

A. PROJECT COSTS

1. What was the final total shareable cost of the project?

2. What was your department's or organization's contribution?

3. What were your department or organization's administrative
costs associated with the project, specifically:

- an estimate of the number of hours spent by you as a
project team member

- the cost of those hours including an allocation of over-
heads '

- any additional charges such as travel, publication costs,
project overruns, etc.

- 81 -
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B. PROJECT IMPLEMENTATION

1. Where was the idea for the project initiated?

2. How did it fit, if at all, with your organization's planning
process and priorities?

3. How did the project fit with the overall intent of the Planning
Sub? Would it have been appropriate to any other sub
agreement? (If so, which?).

4. How did the project fit with the specific intent of the program
under which it was funded?

Thorne Stevenson & Ketlogg - 82 -



5. Did the objectives of the project change as it was implemented?
If so, how?

6. Was the project completed on time? Within budget? Please
elaborate if not.

7. Were there aspects of the project's implementation which you
would change for future projects?

. 83 -
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C. PROJECT OUTCOMES

1. Did the study lead to the development of strategies, programs
or other subsidiary agreements? I[f so, please elaborate.

2. Were recommendations (or will they be) implemented in any
other way?

3. If implementation formed part of or followed the project, has
viable long-term employment resuited? Has private investment
been attracted?

Thorne Stevenson & Kellogg - 84 -



4. If you have answered positively to Questions 1,2 or 3, is
there any evidence that these results would not have occurred

without the support of the Planning Sub?

5. In your opinion, what has the key benefit of this study been?

6. Do you think the costs of the study have been warranted in
terms of its outcomes? Why?

7.  If the project was not awarded competitively, do you feel that
the contractor's performance justified this approach?

Thorne Stevenson & Kellogg



8. How has the study fit with your organization's planning
process? '

9. Based on the outcomes of this project, would you recommend
a continuation of the Planning Sub? What changes would

you make?

10. If you have been a project team member for more than one
project, can you identify, based on your experience, a
particular type of project best suited to the Planning Sub?

Thorne Stevenson & Kellogg - 86 -



2.

3.

4.

6.

GUIDE FOR INDIVIDUAL INTERVIEWS

Were there any trends in project initiation - i.e., federal or provincial -
in general or for any of the three sub-programs?

In your opinion, do you think any of the three sub-programs could
have been better handled solely by either DOD or DREE or under
another sub-agreement?

How would you rank the projects you worked on (under Planning Sub)
in terms of their relation to departmental priorities? (i.e., were they
incremental activities or the kinds of projects which would have been
done anyway? Did they make demands on your time which limited
your commitment to other projects?) : .

Do you feel that the studies could have been more economically or

efficiently done by adopting a different approval process or implementation

strategy? What changes would you make?

Were any criteria applied in the selection of projects? Do you feel that
the criteria for the Planning Sub were more or less flexible than those
for other sub agreemants? Were they applied more or less stringently
at any stage throuchout the existing agreement (e.g., as funds ran
out?) Would you recommend any changes to the criteria for a second
Planning Sub?

Do you think that the three program areas,

> Physical ¢ Resource Planning,

> Investigation of Development Opportunities, and

>  General Development Planning

represented an appropriate classification of planning studies? Would
you change the focus/emphasis of the sub-programs for a second

Planning Sub?

Do you feel that having planning studies distinct from focussed
subsidiary agreements represents a valid approach? Why or why not?

Based on your experience, have recommendations from Planning Sub
studies generally resulted in some follow-up activity? (i.e., have the
studies done more than merely delay a decision or other political
action?)



10.

11.

In general terms, what type(s) of indicator(s) would you apply to
measure the effectiveness of Planning Sub studies? Are direct
measures like employment and private investment appropriate?

How would you describe the value of information produced by
Planning Sub studies in terms of its impact on later development

activities?

Any further comments/recommendations (e.g., regarding the cost-
sharing ratio and extent of private sector involvement)?



APPENDIX B
SUMMARIES OF SELECTED PROJECTS
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107601-B RESOURCE MANAGEMENT MAPPING

A. PROJECT OBJECTIVE

To have prepared very detailed, up-to-date, multicoloured maps at
1:125,000 and 1:250, 000 scale, the detail to be sufficient to meet the
requirements for resource planning, management and protection.

B. PROJECT COSTS

Final total shareable cost: $170, 000.
Departmental contributions:

DOD $ 85, 000.
DREE $ 85,000.

Departmental administrative costs:

> Estimate of number of hours spent by project team members :

DOD 25 hours
DREE 20 hours
Lands and Forests 50 hours (includes time of project

team member only)

> Cost of staff time including overheads:

DOD $ 2,500.

DREE , $ 2,000.

Lands and Forests $ 30, 000. (includes staff time in
addition to project team
member)

> Additional charges: None
> Total known costs: $204, 500.
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C. PROJECT IMPLEMENTATION

The idea for the project initiated with the Department of Lands and
Forests. The existing set of maps was produced in 1954 and had become
outdated. A number of other departments strongly supported this study
because of the maps' usefulness in developing resource based industries
(e.g., Energy and Mines and Transportation).

The project fit with the DOD and DREE planning processes insofar
as it would provide baseline data on provincial land. The Department of
Lands and Forests recognized the need for this study but did not have
staff or money available to carry it out in-house.

The major reason for using the Planning Sub as opposed to other
agreements such as Forestry or Agriculture was the potential for the
widespread use of the maps among a number of departments. They would
provide a tool for work under other sub agreements.

The project was completed on time and within budget and did not
experience any implementation difficulties.

D. PROJECT OUTCOMES

The study has not led directly to the development of other strategies
or agreements but has provided up-to-date base maps for all activities
involving the use of reference maps. The Department of Lands and Forests
has been the biggest user of the maps for forest protection and fire
suppression, as well as to display provincial crown lands. Geological
overlays have been useful to the Department of Mines. A considerable
amount of prospecting is going on in the province. The maps, which show
mineral deposits, have been useful in the planning of mining operations.
Another application has been in the area of agriculture. The planning
of a grain facility in Kings County benefited from the updated maps by
being able to select the site with the best road network.

Quantification of benefits is difficuit. For example, the savings in
timber if a fire is put out in a couple of hours as opposed to a couple
of days is considerable. The extent to which this outcome would be due
to faster location of a fire on the newer maps is unclear. One perspective
is to compare the cost of the maps to other means of fire suppression;
a helicopter to cruise into remote areas costs approximately $1 million.
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The maps which show current road and power line locations have also
been used for tourism planning.

Overall, the project was perceived to be similar to others funded
under Program | of the Planning Sub: it required an umbrella type of
agreement because it was not related to planning for a specific type of
industry. :
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107601-E. NSPL CONVERSION EXPANSION STUDY

A. PROJECT OBJECTIVES

To carry out a comprehensive feasibility study of the conversion of
the present Nova Scotia Pulp Limited bleached sulfite mill to a bleached
hardwood craft mill and the addition of a second newsprint machine.

Any conversion and expansion project which would ensue from
positive results of this study would provide the benefit of maintaining
the existing 2,000 direct jobs at Nova Scotia Forest Industries as well as
creating upwards of 600 additional jobs in the area. in addition, the
conversion would promote utilization of an abundant sustainable fibre
resource (hardwood) virtually untapped today.

B. PROJECT COSTS

Final total shareable cost: $155, 380. ($194,225. including 20%
from NSFI)

Departmental contributions:

DOD $ 77,690.
DREE $7

Departmental administrative costs:

> Estimate of number of hours spent by project team members :

DOD 125-150 hours
DREE 125 hours
Lands and Forests 160 hours
NSFI (120. }.hour's)

> Cost of staff time inciuding overheads:

DOD $ 12,500. - $ 15,000.
DREE $ 7,500,
Lands and Forests $ 2,500.
NSFI $ 7,000.
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> Additional charges:

DOD $500.
DREE $400.
Lands and Forests $350.
NSFI ($4,150.)
> Total known costs: $229,125. - $231,625.

C. PROJECT IMPLEMENTATION

The outbreak and spread of the spruce budworm infestation had
threatened the source of supply for the present sulfite mill and placed
its future in jeopardy. The province, the company and DREE had
jointly examined alternatives to the existing mill. The company carried
out a number of studies which suggested that the only reasonable
strategy was conversion.

DOD considered it essential to qualify and quantify the options open
to ensure the firm's continued life. For both DOD and DREE, saving
the 2,000 jobs which were in jeopardy was of the highest priority.

The time which would be required for the conversion left only one year
of lead time to do the planning before a crisis in supply. The
Department of Lands and Forests had determined that there would be

a shortfall of pulpwood by the mid-1980s and viewed the project as a
means of addressing the problems involved. -

The project seemed to comply with the intent of the Planning Sub:
some very basic feasibility questions had to be addressed before -

more detailed planning could begin. Also,the project documented the
economic benefits of maintaining and enhancing employment levels at NSFI.
As a project under Program l,it provided some basic information for sub-
sequent decisions. The Industrial Development Sub and the Forestry Sub
were possible alternatives but did not seem to offer an appropriate slot.
Also, securing funding from other sources may have involved a very
inefficient process when momentum was key. The company was also
becoming concerned about losing professional staff.

The project was completed on time and approximately $45,000 below
the not-to-exceed amount of $200,000. ‘One project team member felt that
the opinion of a secand consultant might have been useful and that the
socio-economic benefits could have been given more attention by the
consultant.
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D. PROJECT OUTCOMES

The study suggested that conversion may not be the best alter-
native and would involve substantial capital costs. The company
sponsored an independent study for $45,000 which involved a
technical evaluation and final cost estimates for a second option -
construction of a wood burning boiler. The project is presently
underway —- funded by the company, the province and the federal
FIRE Program. This boiler can be independent of a conversion but is
also a necessary first step if the company should decide to go ahead
with the conversion.

When the study was done, conversion was the primary option.
While the study was underway, the company completed field trials in
Sweden which showed that a 50-50 blend of hardwood and softwood
could produce a marketable product, a possibility which had previously
been dismissed. A power plant retrofit along with increasing the sulfite
hardwood blend ratio will delay the crucial decision by five years. At
that time, a more reliable estimate of the extent of insect ravages will
be available.

The boiler construction project will span a two year period and will
employ up to 300 people. Long-term employment of 60-80 people for the
boiler will begin in late 1982, At some point in the future,the addition of
a second newsprint line will create approximately 600 new jobs. In the
long-term, it is hoped that the 2,000 existing jobs will be maintained.

Overall, the study produced a number gf'beneﬂts:

> It educated the government and to some extent the public on
the significance of the current budworm attack.

> It permitted NSFI to develop a long-term approach to its
impending softwood shortage problem and considerably
improved liaison between the company and senior
levels of government. The Swedish parent company had
been growing increasingly disenchanted with operating a
forest complex in Nova Scotia due to power costs and failure
to protect forests.

> It was a means of gaining time and a better understanding of
the possible alternatives by everyone concerned.

It is conceivable that the company would have gone ahead with the

boiler since its feasibility was based on research unrelated to the study.
However, the results of this study did expedite plans for the boiler.



Investment in the boiler will be in the range of $40-$%43 million. It was
originally estimated to be $23-28 million but has been revised due to
inflation. If the project was just getting underway now, the total cost
may well have been in the order of $80-$90 million.

Additional benefits from the boiler project will be approximately
120 jobs per year to produce 60,000 cords of hardwood. It will also
displace 345,000 barrels of refined oil per year. Again, the extent to
which any of these benefits can be linked with the Planning Sub study
is unclear. A number of agencies will claim credit for these benefits -~
for example, the FIRE program of the federal Department of Energy,
Mines and Resources (EMR). '

The Planning Sub appeared to be more suited to this project than
the Forestry Sub which is a more formalized,on-going type of agreement.
Also, none of the program areas under the Forestry Sub seemed
appropriate to this type of study. The closest would have been New
Uses for Hardwood,but the scope of the project was too large for that
component. Overall, the study may yet result in a specific subsidiary
agreement for mill conversion and has resuilted in stabilized planning.
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107602-A OFFSHORE DRILLING RIG

AND PLATFORM DESIGN AND
CONSTRUCTION IN NOVA SCOTIA

PROJECT OBJECTIVES

> To identify and quantify the market for a Nova Scotia rig build-
ing yard.

> To provide government and others with data, conclusions and
proposals for further action required to justify, guide and
facilitate the investment and other measures for development
of the drill rig industry.

> To provide the configuration for a viable drill rig yard.

PROJECT COSTS

Final total shareable costs: $ 86,736.74
Departmental contributions:

DOD $ 43,368.27
DREE $ u43,368.27

Departmental administrative costs:
> Estimate of number of hours spent by project team members:

DOD 65
DREE (unknown)

> Cost of staff time including overhead:

DOD $ 2,600
DREE (unknown)
> Total known costs: $ 86,736.74 (underestimate).



C. PROJECT IMPLEMENTATION

The idea for this project appears to have been initiated in the
private sector. The project was awarded non-competitively and was
on time and on budget. It appears to fit the Planning Sub-Agreement
reasonably well.

In DOD's view, the project was well done. The study was
reviewed by a well-qualified project team and accepted by them.

D. PROJECT OUTCOMES

Previous to the study, there was some thought that the Halifax Ship-
yards should continue building drill rigs. The study presented along
with previous and concurrent studies, the need for dry docks for repair
and moved the DOD strategy toward repair at Halifax Shipyards.

When the study was started, there were enthusiastic forecasts
about the impact of off-shore work., No data had been generated on
the ability to respond to that work and supply equipment. This was
the first study to be undertaken in this area.

Previous to the study, the Halifax Shipyards was short of orders.
The study confirmed the slackness in the worldwide market. In that
regard it reduced the uncertainty facing DOD and potential buyers
for the Halifax Shipyards. In DOD's opinion, the Shipyard would have
been converted to repair work anyway. However, the study made that
quite certain.
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107602-E DISTRICT HOT WATER HEATING

A. PROJECT OBJECTIVES

> To confirm (or deny) that the concept of district heating is
technically and economically feasible in downtown Halifax.

> To complete pre-engineering costing and preliminary design.

B. PROJECT COSTS

Final total shareable costs: $ 22,500.00
Departmental contributions:

DOD $ 11,250.00 N
DREE $ 11,250.00

(In addition, National Research Council contributed $50,000 to the
study and Nova Scotia Power Corporation contributed an additional
$32,500 ). '

Departmental administrative costs:

> Estimate of number of hours spent by project team members:

DOD (unknown)
DREE 80 hours
NSPC 170 hours

> Cost of staff time including overhead:

DOD (unknown)
DREE (unknown)
NSPC. (unknown)
> Total known costs: $105, 000.00 (underestimate).
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C. PROJECT IMPLEMENTATION

At the time the project was being considered, there were three major
building developments in downtown Halifax. The Waterfront Development
Corporation was rebuilding the entire waterfront area and the hospitals
and the university were considering new or up-graded heating facilities.
The Water Street Thermal Power Station was being re-examined by Nova
Scotia Power Corporation. The Planning Study examined the possibility
of using hot water (super-heated water under pressure) or steam --
either source being a bi ~product of the generators of the Water Street
Plant. The hot water or steam would be piped underground in the
number of loops around the city. At each major installation a heat
exchanger would be put in place to draw heat from the high-pressure
line and make it available at low-pressure within the building.

The project was initiated by Nova Scotia Power. Staff working for
the NSPC had prepared papers on the subject and had proposed district
heating as one alternative for the Water Street Station. Cogeneration of
power and heat tends to yield lower costs for the power and by-product
heat than one could get running the station on just one of these outputs.

It was clear in 1975 that energy represented a significant and in-
creasing cost in Nova Scotia. District heating had the promise of con-
serving energy, reducing reliance on off-shore oil and improving the
efficiency of the power plant. A 1976 study of major companies indicated
that some were quite vulnerable -- Canso Chemical spending about 40% of its
operating pudget on power charges. There was no Energy Sub-Agreement
at that time so from the DREE point of view, doing the project under the
Planning Sub made sense. As well, the possibility for spin-off from the
study was substantial. The technology of heat exchangers with steam or
water super-heated to 350 ®F supplying heat to buildings would
be new in Canada. There were opportunities to develop new technology
in metering as well. So from the DREE point of view, the project looked
quite good.

The objectives of the project did not change. The terms of reference

were good, although they were drafted by people not specialized in district
heating. The project was over budget.

D. PROJECT OUTCOMES

The study had a generally positive result. The concept was viable.
However, the initial capital investment was estimated to be $8 million and
Nova Scotia Hydro had to put up the risk money. The viability of the
project depended on how many clients they could recruit to use the
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district heating system. The Energy Sub-Agreement took two years to
put into place -- it was not available at the time of this study. Hydro
was not prepared to undertake the risk and, therefore, district heating
did not go forward.

The study did not lead to any strategies, programs or subsidiary
agreements. District heating was not undertaken as a project. There-
fore, the recommendations will not be implemented in any other way.

The opportunity has passed. The developments that were underway

in 1976 are now completed -- each with its independent heating apparatus.
The hospitals and the university have invested in upgraded facilities.
Therefore, a district heating project would make much of that recent
investment redundant.

The key benefit of the study was good actionable information on
district heating. .
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107602-H OFFICE LOCATION STUDY

PROJECT OBJECTIVES

> To identify the specific types of firms and, where it arises in
the course of the analysis, specific firms which are most likely
to be influenced to expand or locate office facilities in Nova
Scotia and the factors most likely to influence them to do so.

> To determine a strategy by which the Province of Nova Scotia
can develop these factors where they do not exist and to
encourage these office expansions or locations to Nova Scotia.

> To recommend a specific program whereby the strategy can be
realized and increased office employment can result.

PROJECT COSTS

Final total shareable cost: $ 50,000.900
Departmental contributions:

DOD $ 25,000.00
DREE $ 25,000.00

Departmental administrative costs:
> Estimate of number of hours spent by project team members:

DOD {unknown) :
DREE 115.5 hours (underestimate)

(4 Cost of staff time:

DOD {unknown)
DREE $ 1,735.00 (plus overhead)
> Total known costs: $ 51,735.00 (underestimate).
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C. PROJECT IMPLEMENTATION

The original idea for the project was initiated by the Department of
Development.

The project was completed on time and on budget.

D. PROJECT OUTCOMES

Since the project was done, a significant number of regional offices
have been established in Halifax. This seems to be a continuation of a
trend which was recognized in 1977 when the terms of reference were
drafted. The study was neutral, neither positive nor negative, in terms
of these location decisions. No action has been undertaken as a result
of this study and it is the opinion of the DREE representative that only
a limited number of people have knowledge of this study or its contents.

The study may reduce the risks involved in promoting a new program
to attract headofficesor regional offices to Nova Scotia. Information learned
in the initial study could be used to suggest what firms should be attracted.
The study was. contributed to drafting a proposed $50 million Industrial
Innovation Subsidiary Agreement with a $2 million Office Location Program.

The project was reported in the Canadian Journal of Regional Science
which is published by the Regional and Urban Studies Centre, Institute of
Public Affairs, Dalhousie University. Issue No. 1, Volume 1il, 1980
contains an article by Dipchand and Storey "The Location of Offices."

The study summarizes the background, process and main findings
of the report.
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107602 - | FREE TRADE ZONE CONCEPT

A. PROJECT OBJECTIVES

> To study the concept of setting up a free trade zone or
zones within Nova Scotia and to make recommendations based
on its findings.

> To examine any changes required, legal or otherwise, to
add weight to the advantages of such a zone.

> To select the most suitable area in the province for
location of a free trade zone.

Ultimately, the results of the study would assist the provincial
government :

> In the formation of policies to enhance the use of the
province's seaport and/or airport facilities.

> To increase foreign trade.

> To provide additional jobs in the trade, services,
construction and possibly manufacturing sectors.

B. PROJECT COSTS

Final total shareable cost:

Phase | $30,208. 82
Phase |1 9,792.00
Total $40,000. 82

Departmental contributions:

DOD $20,000. 41
DREE 20,000. 41
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Departmental administrative costs:
> Estimate of nuniber of hours spent by project team members

DOD 190
DREE 190

> Cost of staff time including overhead

DOD $3,040 plus overhead
DREE unknown

»  Additional charges
DOD, $300 for extra copies of report.

Total know costs - $43,340.82 (underastimate).

C. PROJECT IMPLEMENTATION

The Free Trade Zone concept had been a recurring topic of interest
in the province and was being advocated by various people at the time.
A paper had been prepared within DOD in 1977, but a more in-depth
examination was needed. With particular support from DOD, the project
was initiated to provide an authoritative study on the issue. Both
departments viewed the question as a fairly high priority due to the
public interest aroused by media coverage.

Since the study would investigate a planning concept related to
development opportunities and was not directly related to any line
agreement, the Planning Sub Agreement was used. It also seemad to
be a clear fit with Program Il -- Research and Studies to Investigate
Development Opportunities.

The project objectives changed as it was implemented due to the
negative outcomes of Phase |I. Since it was noted that Canada
is essentially a Free Trade Zone due to warehousing and export
drawback arrangements, there was no need to examine implementation
of the concept in more detail. Instead, Phase |l examined the
feasibility of a publicly bonded warehouse in an industrial park.

The project was completed substantially within the allowed time

and on budget. The project team expressed satisfaction with the
consultants® performance.
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D. PROJECT OUTCOMES

The study served to dispel the notion that a formal Free Trade Zone
established in Nova Scotia would enhance its economic development.
Following the study, DOD proposed a strategy for a public bonded
warehouse. The idea was not implemented because it was felt that it
should be left to the private sector since the public subsidy would be
too high.

Since a program or strategy has not directly resulted from. the .
study, no employment or private investment outcomes are evident.
The economic costs of implementing and policing a Free Trade Zone
were avoided, as well as the potentially thorny political process it would
have necessitated. However, none of these costs would have been
incurred without such a study, whether or not it was done under the
Planning Sub. Using the Planning Sub apparently allowed the study to
be done in more detail than it otherwise might have been. Whether a
less detailed study would have yielded different conclusions cannot be
determined. :

The study has received wide circulation and requests are still
being made for copies by the private sector, universities, Boards of
Trade, ITC, other provinces and other groups with development interests.

The information has also been used in promotional discussions with
other countries and by Industrial Estates Limited (a Crown Corporation
to promote industrial relocation). But any incremental benefits as a
result of the information are unknown.

Despite the lack of development outcomes, the project was considered
to be a particularly suitable application of the Planning Sub because it
involved a more thorough investigation of a general concept before
development funds could be allocated.
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107602-K WOOD-BURNING ENERGY STUDY

A. PROJECT OBJECTIVES

> To examine the socio-economic, environmental and technical
considerations relating to the use of wood as an energy source
for the Strait of Canso industrial complex, in combination with
improved forest management in Eastern Nova Scotia.

> To provide government and other interested parties, particularly
industry and investors, with the necessary information and
recommendations that would permit them to make decisions
regarding:

= The construction of wood-burning facilitieas at Point Tupper
for the production of electricity and/or steam.

- Improved forest management in the fuel source areas,

particularly with regard to the removal of low-grade
and waste materials and higher forest yield.

B. PROJECT COSTS

Final total shareable cost: $188,283.00
Departmental contributions:

DOD $ 94,141.50
DREE $ 94,141,50

Departmental administrative costs:

> Estimate of number of hours spent by project team members:

DOD {(unknown)
DREE (unknown)
4 Total known costs: $188,283.00 (underestimate)
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C. PROJECT IMPLEMENTATION

The idea seems to have originated with the Department of Develop-
ment. The original project brief was drafted there. Nova Scotia
Forestry Industries (NSFl) have an obvious and continuing interest in
the subject -- improving their supply of fibre for pulp and reducing
their energy costs.

The study pre-dates the Energy Sub-Agreement. Nevertheless,
project members view the Energy Sub as being responsible for looking
at a broadly defined policy question. A site-specific initiative such as
this one was felt to be more appropriate to the Planning Sub.

The opportunity was not of the highest priority for DREE. In their
view the project was only a modest fit with the specific intent of the
program under which it was funded. It was an opportunity for cost-
reduction and wood harvest could produce a certain number of jobs as
a spin-off from the primary activity -~ power and steam production.

It was felt that other mechanisms might be more appropriate for its
funding today. The N.S. Power Corporation might do the study of its
own initiative or in conjunction with NSFI. Alternatively, EMR with its
cogeneration and renewable energy initiatives, might undertake this study.

The study was not completed on time, encountering extensive delays
(about six months) in producing the final report. There was a slight
overrun, but the project still fell within the original reserve that had
been made on the Planning Sub.

Project implementation would probably not go forward in the same
way today. The suggestion was made that the project was too large
for the stated needs: it almost amounted to an engineering feasibility
study on a project that is not economically viable without very substantial
public subsidies. If the study were being funded today, it would
probably involve much less technical detail on the power generation
facilities.

D. PROJECT OUTCOMES

While the study outcomes were negative, NSF1 apparently has some
interest in follow-up.

It has been suggested that the recommendations should be reviewed
as the price of oil changes. There is also some possibility that the
study may be pursued by EMR,

Private investment has not been attracted -- this may means that
an inappropriate investment was probably avoided.
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107602-L NOVA SCOTIA TECHNICAL COLLEGE
MARTNE APPLICATIONS RESEARCH CENTRE
(TECHMARC)

A. PROJECT OBJECTIVES

To carry out a preliminary feasibility analysis which would draw upon
expertise from across Canada and throughout the world to:

> Examine the economic viability of TECHMARC by estimating
revenue and expenses associated with its operation.

> Produce a preliminary design of the facility.

> Delineate the specific activities which the facility should en-
compass.

B. PROJECT COSTS

Final total shareable cost: $17, 850. .
Departmental contributions:

DOD $8,9
DREE $ 8,925.

Departmental administrative costs:
> Estimate of number of hours spent by project team members:

DOD 14-21 hours
DREE (unknown)

> Cost of staff time including overheads:

DOD $ 500. (estimate)
DREE {(unknown)
> Additional charges: None
> Total known costs: $18, 350. (underestimate)
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C. PROJECT IMPLEMENTATION

The principal of the Nova Scotia Technical College had been actively'
promoting the idea of a $30 million centre. The proposal sounded attractive
but had not been specified in any detail. DOD approached DREE with the
idea of providing funding for a further examination of the concept. The
study would look at potential revenue and operating costs, as well as
develop a preliminary design, in order to determine the centre's feasibility.
Staff from the college were hired because of their familiarity with the
concept and their contacts with facilities throughout the world. A firm
from Holland did the design work.

The project was perceived to fit well with the industrial development
mandates of both DOD and DREE. Program |l of the Planning Sub was chosen
because it enabled this type of feasibility work to be done. The project was
implemented smoothly and was completed on time and within budget.

D. PROJECT OUTCOMES

The study indicated that markets did not exist or were already well
serviced for some of the potential products. It also emphasized that a
considerable marketing effort would have to be undertaken before the
facility was built. Such a facility would need to identify private sector
buyers and gain an idea of when they would buy. The preliminary
design work incorporated the results from the market research and
scaled down the proposed size of the facility considerably.

To date, the study has not resulted in a new subsidiary agreement
which would fund the building of the faciiity. Although the province has
committed its support for part of the capital costs, the individual who has
been promoting the concept from the beginning has not been successful
in finding other supporters.

Although the study contributed to a refining of the proposal, it is
extremely doubtful that the initial proposal would have been funded any-
way. To date then, the key benefit has been an improvement in the -
calibre of the proposal: potential markets.and the need for high quality
staff and good marketing expertise were identified. The outcomes of the
study highlighted the differences in perspective of those involved. The
proposal's originator viewed the facility as one which would depend on the
public purse and emphasized its educational values. DOD,on the other
hand,would require the facility to become commercially viable. In a sense
then,the study served to educate the college staff involved in the potential
market position of such a facility and the expectations of government.
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The study has been used as a reference document by DOD and will
be used in presentations by the college and DREE. Since there was never
a firm commitment to Nova Scotia Technical College that it would be the
site of any new facility, the study's findings could be of potential benefit
to other groups in the Atlantic provinces interested in such an initiative.

Overall, it was felt that this study was a successful application of the

Planning Sub, highlighting its usefuiness as a tool to test the feasibility of
concepts before detailed plans are laid out. :
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107602 - P SHIP BUILDING AND REPAIR:
MARKET ANALYSIS

A. PROJECT OBJECTIVES

> To pinpoint specific shipbuilding and ship repair market
opportunities which the Nova Scotia industry could potentially
capitalize upon over the next decade.

> To provide a market analysis framework upon which to
develop individual corporate business plans and evolve
an industry strategy.

> The study was to be strictly a market demand study.
Consultants were required to examine all relevant aspects,
e.g., licensing practices, fish stock, recoveries, etc.
The document was to be crisp and succinct, yielding no
more than three scenarios, and capable of being used by
the yards in the development of their plans.

B. PROJECT COSTS

Final total shareable cost:
$95, 990
Departmental contributions:

DOD $47, 950
DREE 47, 950

Departmental administrative costs:
> Estimate of number of hours spent by project team members

DOD 300
DREE 200

> Cost of staff time including overhead

DOD $6,000 (rough estimate)
DREE unknown

> Additional charges
None

Total known costs - $101,990 (undereétimate)
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C. PROJECT IMPLEMENTATION

=

The project was initiated by DREE to update market information
for the development of a subsidiary agreement for Small Shipyard
Development. A previous, more extensive marketing study completed
under the Planning Sub in 1976 had addressed both ends of the ship
repair market. DREE preferred to obtain updated information with a
narrower focus.

Rationalization and restructuring of the small shipyards industry
was a very high priority for DOD. After World War I, government
sold the shipyards that had been created as part of the war effort to
private industry for $1.00. Subsequently, government has taken the
view that since there was no cost, there should be no charge for
depreciation of those assets when shipyards are bidding for government
contracts. The Department of Supply and Services has maintained a -
policy of buying at the lowest prices; therefore, the private companies
have been unable to renew their assets through reasonable allowances
for depreciation.

Individual builders were approaching the department for support --
an approach which prevented a coordinated strategy to meet market
demands. Although provincial officials were somewhat frustrated by the
delay i:;roduced by the study, its in~depth analysis of the situation was
welcomed.

Since the study aimed at developing a plan to revitalize the small
ship repair industry and was meant as an introduction to a new subsidiary
agreement, the Planning Sub seemed to be an appropriate funding
mechanism, Program !I, under which it was funded, specifically mentions
investigation of ship building activities as a possible application. No
other subsidiary agreements at the time would have been suitable.

~ The objectives of the project remained constant and the study was
completed on time and within budget. In a minor way, the implementation
of the project may have suffered from the size of the project team. With
representatives from the federal and provincial departments of fisheries,
the process became somewhat unruly at times. Also, team members may
have applied too much "hands-on". supervision of the consultant, perhaps
because he was new to the field. He in turn responded by depending
too heavily on the project team. -

D. PROJECT OUTCOMES

A Subsidiary Agreement is soon to be approved for small shipyards.
During the period following the study, small shipyards have continued
to approach DOD for assistance. The information produced by the study
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has contributed to the allocation of these funds. But without federal
assistance, the yards will remain inadequate to meet market demands.

The study has led to the strategy of assisting yards with business
planning. But DOD has had to change the plan for delivery of this help.
The province had hoped to hire consultants to do individual business
plans, then develop a master industry plan followed by capital assistance.
Instead, DOD staff are offering the service through. the Small Business
Consulting Assistance Program. The consulting service and small capital
grants have come from the DOD budget.

Although no major initiative has been launched, the yards which
have undertaken the business planning exercise have become more
knowledgeable about market demand. But the value of this information
is diminished by the lack of major capital assistance. The smail grants
help with minor improvements; however, 75% of the capacity is needed on
the south shore,which has only about 20% of existing capacity.

Other federal funding sources were limited. Industry, Trade and
Commerce has allocated 80% of $43 million to build a dry dock for large
ships, but feels that the province should assume responsibility for small
ships. Yet the potential impact on employment and income in Nova Scotia
is greater from the small ship industry. The federal department of
Fisheries and Oceans is more interested in specialized building facilities
for common users (i.e., fishermen).

To date, no long-term employment or private investment can be
linked to the study. But the potential may have increased since the
study was done. When it was undertaken, it was clear that with the
200 mile limit, more fishing would be done by Canadian boats. This
would improve the demand for boats and also the demand for maintenance.
Since then, the offshore developments have raised a separate set of
demands for service boats to be constructed and maintained. This
offshore demand was speculative when the study was done two years ago.

The key benefit of the study has been the assembly of important
background information for an imminent agreement. The costs of the study
will be justified when the subsidiary agreement implements a strategy to
meet the identified demand. Shipyard use of the information has been
minimal; -an updating will probably be required for future use.
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107602-0 INTER-REGIONAL MANUFACTURING

A.

C.

COST C ARIS

PROJEET OBJECTIVES

> To determine how cost-competitive Nova Scotia is relative to
other locations. :

> To identify the cost factors that are real impediments to
successful operation of a business in Nova Scotia.

PROJECT COSTS

Final total shareable cost: $ 58,700.00
Departmental contributions:

DOD -

N $ ’ 7Q0-00
DREE $

,000.00
Departmental administrative costs:

> Estimate of number of hours spent by project team members:

DOD 125 hours
DREE 80 hours
IEL 160 hours

> Costs of staff time including overhead:

DOD (unknown)
DREE (unknown)
> Total known costs: $ 58,700.00 (underestimate).

PROJECT IMPLEMENTATION

The idea for the project was initiated in'a discussion between

representatives of Industrial Estates Limited (IEL) and DREE. 'IEL
was concerned that incentives offered for. companies wishing to
locate in Nova Scotia might not be adequate.
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The study fit well with the planning process and priorities of all
three participants. |EL has used this study as a promotional tool -- it
addresses perhaps the key question of concern to IEL in attempting to
recruit additional companies to Nova Scotia. The study is compatible
with DREE objectives; the Department of Development used the study in
its industrial strategy for Nova Scotia. It has been mentioned in a Throne
Speech and in a Green Paper published by the Department. As well, it
has had a major impact on a manufacturing sector study and has been
mentioned in ministerial speeches.

For these reasons, the study was aiso a good fit wnth the Planning
Sub-Agreement.

The objectives of the study did not change. The study was
organized around a null hypothesis: "manufacturing cost does not
represent a penalty to Nova Scotia manufacturers." The hypothesis
was argued extensively at the planning stage (Phase | of this study)
and was not changed afterwards.

The study was completed on time and on budget.

The data gathering was seen as quite extensive. A subsequent
study has been funded to look at specific opportunities -- the Marine
Manufacturing Study being carried out by Peat Marwick and BGI. This
study is attempting more aggregation of the data, a process which does
not seem to be working as well. ‘

The study might have tried to test a stronger hypothesis. This

insight seems available only after the fact because the hypothesis stated
was thought to be quite strong at the beginning of the study.

D. PROJECT OUTCOMES

This study has been extremely useful to the Department of Develop-
ment. It changed the point of view of the Department and presents a
major challenge to those who would argue for larger and contlnuing
subsidies to attract companies. |EL has become more positive in its
promotion of a Nova Scotia location. When companies look for grants,
DOD and DREE now negotiate from a more considered position.

The study has had input to private sector investment but has not
been directly responsible for such investment.
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No other source could have offered the data provided by this study.
IEL could not have funded the study itself. The possibility of funding it
under the Industrial Development Sub-Agreement existed. But because
it would have been peripheral to that agreement, the study wouild not
have been done at the same scale or level of accuracy. That might well
have negated much of the positive impact of the study.

A key benefit of the study was "myth attacking”, as it has improved
the image of manufacturing and development opportunities in Nova Scotia.
The study was viewed as being most useful in discussions with companies
located in Ontario where the "myth" of expensive manufacturing in Nova
Scotia seems most strong.
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107602-R REGIONAL DEVELOPMENT OPPORTUNITY

A. PROJECT OBJECTIVES

» To undertake a preliminary review of possible approaches
to determining industrial opportunities or complexes and tn
select a preferred approach.

» To develop a tentative list of possible opportunities and

design a project to confirm the viability of these opportunities,
as well as to identify further possible opportunities.

B. PROJECT COSTS

Final total shareable cost: $ 5,000.
Departmental contributions:
DOD - $ 2,500.
DREE $ 2,500.
Departmental administrative costs .
> Estimate of number of hours spent by project team members:

DOD 30 hours
DREE . 175 hours

> Cost of staff time including overheads:

DOD $ 750.

DREE (unknown)
> Additional charges: $ 1,000. (approximately)
> . Total known costs: $ 6,750. (underestimate)

C. PROJECT IMPLEMENTATION

The project was initiated at DREE. It was felt that the Planning Sub
was not generating ideas for future Sub Agreements in a broad and
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imaginative way. The study provided an opportunity to marry the univer-
sities and the real world in order to develop a systems approach to solving
regional development problems. This type of planning approach was a high
priority for DREE; it also fit into DOD priorities, although there was no
representation from the Strategic Planning and Policy group.

The project, because of its experimental nature - i.e., testing an
approach to development - was best suited to the Planning Sub. The
Industrial Development Sub, although it has an Opportunity Identification
component, was not as appropriate. The project also seemed to be a clear
fit with the intent of Program ll.

The project was originally intended to be completed by July 1979 but
was extended to September by DOD to allow for holidays and an under-
estimate of the time required. One of the organizations approached
provided only a minimal response and was not paid. Consequently, the
budget was underspent by $3,500. One of the other two groups approached
for a proposaldid not seem to have a clear idea of what was required. The
pre-screening of interested groups or individuals might have identified those
who were most qualified to respond, thereby increasing the justification for
paying for a proposal.

D. PROJECT OUTCOMES

The consultant's proposals were used to determine the approach,sector
and contractors for Phase Il of the study -- the Economic '
Activity Complex Study funded at $110,000. Approval for $50,000 more
for actual development activities is subject to evaluation of the approach.
Data from Phase Il of the study are being used to produce a medical health
vector for the Input/Output Tables. However, since implementation has not
followed the project to date, no employment or investment impacts can be
linked to the study.

The study provided insights on how to approach opportunity develop-
ment on a sectoral basis and identified some private sector interests in the
medical health area. The project team felt that by paying for proposals, more
in-depth, detailed strategies were laid out. |f a Sub~Agreement evolves
from Phase I, it would not require much economic impact to justify the
costs of the Phase | study. Its theoretical base and high risk nature
virtually precluded funding outside of the Planning Sub ‘Agreement.
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107602-Y CITY OF SYDNEY
METRO INDUSTRIAL PARK

A. PROJECT OBJECTIVE

To assess the need for a new light industrial park or the expansion
or upgrading of existing industrial land in the Sydney area.

B. PROJECT COSTS

Final total shareable cost: $35,500.
Departmental contribution:

DOD - $17,750.
DREE $17,750.

Departmental administrative costs:
> Estimate of number of hours spent by project team members:

DOD 40 hours
DREE 165 hours

> Cost of project team hours including overheads:

DOD $1,000.
DREE (unknown)
> Additional charges: None

> Total know costs: $36,500 ($42, 844 including consultants’
overrun)

C. PROJECT IMPLEMENTATION

The Cape Breton segment of the manufacturing sector of the Nova
Scotia Voluntary Planning Group indicated that they were interested in
some positive action towards the establishment of a light industrial park
in the Metro Sydney area. DOD feit that the planning should be done
from a long range perspective and independently from the City of Sydney
and from crown corporations such as DEVCO.The study was intended to
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look at the whole Metro area, not just the DEVCQ park which a number of
business people had expressed dissatisfaction with. DOD had been heavily
involved with industrial parks due to their potential impact on the economic
development of the province. DREE was interested in the long-term effects
of parks in the area and felt that this study would contribute to their
planning activities in relation to Sydney Steel.

The Planning Sub was chosen since the project would investigate an
economic development opportunity and possibly lead to an industrial strategy.
The match with Program 1l was. felt to be evident, particularly because of the
potential to attract investment by the private sector to Nova Scotia.

The only change in the project as it was implemented was the addition
of a seventh potential site for investigation. This extension of the terms
of reference, along with a delay for a holiday taken by a senior consultant,
resulted in the final report being delivered three months later than originally
anticipated. DOD increased the budget by $3,500; the consultant's request
for an additional overrun of $6, 344,57 for expenses was rejected by DOD.
The project team felt that more time should have been allowed for the study.

‘D. PROJECT OUTCOMES

The study is still being assessed by a Study Committee in the City of
Sydney and by a Voluntary Planning committee. The report indicated a
need for another park, but some of the prime sites suggested were
outside the boundaries of Sydney. The Study Committee is developing
a counter-proposal which would locate the site within the city boundaries.
There appears to be some disparity in the sense of immediacy of those
involved. DOD and DREE view the study as a tool for planning purposes
rather than a means of selecting a site right away; those with more local
interests might disagree.

Funding under the Planning Sub allowed for a relatively unbiased
assessment of the situation. It also enhanced DOD's planning process
in relation to industrial parks. Although no action has been taken to date,
an indirect effect might be some sense of stabilization for planning purposes
among Sydney businesses. The potential audience for the report includes
the Voluntary Planning Board, Industrial Estates Limited, DEVCO, City
of Sydney, The Cape Breton JOINTEX Board, and the Cape Breton Metro
Planning Commission.
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107602-FF

MANAGEMENT TRAINING NEEDS AND

POTENTIAL STRATEGY SURVEY

A. PROJECT OBJECTIVES

1. To assess the needed skill areas of Nova Scotia management and
to develop an appropriate management training and development strategy
to address those needs.

2. The project would consist of three distinct elements:

>

A technical function to be carried out by a qualified opinion
research consultant.

A management function performed by a management consul-
tant possessing knowledge of the necessary skill areas for
input into the questionnaire design.

An interviewing function to be conducted by Job Corps
students under the supervision of the project team.

B. PROJECT COSTS

Final total shareable cost: $14, 046.

Departmental contributions:

DOD $7,023.
DREE $7,023.

Departmental administrative costs:

> Estimate of number of hours spent by project team members:

DOD 35 hours (approximately)
DREE 36 hours (approximately)

> Cost of staff time including overheads:

DOD $ 2,000. - (approximately)
DREE (unknown)

> Additional charges: None

> Total known costs: $16,046. (underestimate)
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C. PROJECT IMPLEMENTATION

The Province was concerned about productivity and management
quality in small to medium sized firms. It was also concerned about the
delivery of management training programs by respective agencies in the
Province. A committee under the Policy Board initiated the study as a
means of assessing need for management training in the Province.

Since the project involved a survey to determine the existing demand
level and potential for management training in the Province, it appeared to
be appropriate to the Planning Sub. The Canada Atlantic Provinces
Management Training Agreement did not have a research or planning
component; issues raised in the project survey were assumed in that
Agreement. The rationale for positioning the project under Program I
rather than Program Il is unclear. Indeed, neither seems to be an
ideal match with the project's nature.

The project was completed on time and was on budget, but there were
some difficulties coordinating the work of the various groups involved.
The project team might have organized the work plan more. system-
atically and defined roles more clearly. There is also some concern over
the validity and reliability of the survey instrument in a few instances.
For example, some questions may have been interpreted to mean training
in general as opposed to management training. However, these in-
consistencies apparently did not effect the overall impact of the survey.

D. PROJECT OUTCOMES

Policy Board has used the survey results extensively in drafting
recommendations to government. These recommendations include a radical
restructuring of the delivery of management training dollars in the pro-
vince, as well as a reorganization of the Atlantic Management Institute's
administration. Promotion of management training would be enhanced,
with officers throughout the province liaising with business groups. It
has. also been suggested that management training be a criterion in
reviewing applications under DREE programs. It is hoped that implemerita-
tion of these recommendations will = have a wide ranging impact on manage~
ment training in the province and therefore on productivity.

The survey data were delivered in the form of 151 aggregate tables
and 2,500 cross tabulations.The project team received two copies of a two
volume report totalling 1,005 pages of tables. The consultants were not
required to produce a written report analyzing the data and its policy
implications. '
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- The province has 5qb§equgnglx‘fqndgg a follow-up study to produce
a ‘Writtehreport. 'TH& 'first' draft ‘of ‘this report is presently undergoing
revision. It will be wWidely' distributed to mandgément training organizations
and will assist in formulating management training strategies. The data are
available to the general public, offering an easy-to-access research tool.

The study's results will also provide input to the negotiation of a new
Regional Manpower Training Agreement or to a management training com-
ponent in the second 'géneration Industrial Devélopment' Fu&lﬂi’?i*“){‘% }'eé:-"
ment_;.'.uw Iy dn Al it J1E Il L] arich e\ s \';JHH?H wirgd lftj

ey Uhase Dee.ds

Pl tjertineny

Employment and investment impacts can only be projected if it is
assumed that'tHe study*Will ‘enhance management training"sAd" increase
productivity. The major benefit of the study has been its use as a_
planning tdol for' policy-makers  iH’ reviewing' the' efféctiveness' 'of exidting"
agencies and providitg'inpt to'the new agreement. Although one of the
three contractor's performance was unsatisfactory, the study was felt to
produce tinfely and'éxténsive' basefing 'data 'at 4 redsoriabie' ¢ost’ " Another
study under the' Planitiing Sub‘is"investigating 'the 'Supply sidé'of managde*
ment training. The' proVinde may ret haVe® stppdfted both of these highly

complementary studies without the Planning Sub. :
> An interviewing function 10 be conducted by Job Curps

students under the supervision of the project team,

4. PROJECT COSTS
Final total shareable cost V4, 0us,
Departmental contributions

LoD 7,013
DREE $ 7,023,

Duepartmental administrative costs.

> Estimate of number of hours spent by project team members
DOD 35 huurs (approximately)
DREE 36 hours {approximately)

> Cout ul staff time including overheads
LoD 5 L, 008, (approximately)
UDRELE (UnRnownj

» Avihonal chioragus None

> Total known costs 510,046, (underestimate)
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107602-JJ EPA ADVANCED TECHNOLOGY

A. PROJECT OBJECTIVES

To carry out a comprehensive feasibility study for the establish-
ment of an advanced technology avionics facility in Halifax in support
of the Canadian Forces CP-140 Aurora Aircraft.

B. PROJECT COSTS

Final total shareable cost: $70,000. ($87,500. including con-
tribution by Eastern
Provincial Airways)
Departmental contributions:

DOD ' $35, 000.
DREE $35,000.

Departmental administrative costs:
> Estimate of number of hours spent by project team members:

DOD 15 hours (approximately)
DREE 120 hours (approximately)

> Cost of staff time including overheads:

DOD (unknown)
DREE $2,500. (approximately)

> Additional charges:
Travel $2,000. (approximately)

> Total known costs $92,000. (underestimate, includes
EPA contribution)

C. PROJECT IMPLEMENTATION

Third level servicing of the new long-range patrol aircraft is not
available in the Maritines. The Department of National Defence and the
Department of Supply and Services put out a Solicitation of Interest to
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identify firms capable of taking on a high technology venture of this
size. The cost of the proposed facility is in the range of $100 million,
with a service contract between $10 and $20 million per year. EPA
required assistance in determining whether a response to the
Solicitation of Interest was feasible.

DREE had been exploring the medium and high technology areas
and was anticipating a subsidiary agreement. The project fit in a
similar way with DOD's planning priorities. Although the Industrial
Development Sub Agreement may have been an alternate route of
funding, the project seemed to be a natural application under Program Il
of the Planning Sub since it could have led to another agreement.

The project was completed on time and on budget with no imple-
mentation difficulties.

D. PROJECT OUTCOMES

The study has not had any direct impact to date. However, along
with other activities, it has contributed to the decision to locate the facility
in Nova Scotia. Although EPA was not successful in its response to the
Solicitation of Interest, the decision to locate in Nova Scotia may resuit
in up to 300 high-paying jobs, a $100 million facility and an environ-
mentally clean industry. However, it may be two years before these
benefits are realized.

A link apparently exists between the EPA study and the push to
locate the facility in Nova Scotia, but the extent of its influence is
impossible to identify. The study also provided an educational function
by identifying what type of presentation to the Department of Supply and
Services produces a favourable response. However, the value of this
experience to EPA and other companies cannot be quantified.

EPA would not ha\/e carried out the feasibility study or subsequently
responded to the Solicitation of Interest without the support of the Planning
Sub. As a result of this study, EPA has become more aggressive in areas
that were previously considered to involve higher technology than the
firm could handle. EPA's expansion of its training facility may also have
been based to some extent on the information provided by the study.

Both DREE and DOD recognize the need for a high technology presence
in the province's economic development strategy. Once an attractive project
has been identified in this area it will trigger a Subsidiary Agreement for
High Technology. The indirect outcomes of this study may have expedited
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the process of arriving at that agreement. Such a strategy might in turn
impact on education in the province and result in spinoff industries such
as software development.

The Planning Sub was considered to be a natural vehicile for the type

of need addressed in the EPA study - looking at the feasibility of a firm
to engage in a fairly broad activity on a large scale.
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107603-A UPDATING INPUT-OUTPUT TABLES

A. PROJECT OBJECTIVES

To update to the most recent year for which statistics were available,
the 1965 Input-Output Tables for Nova Scotia. The new Tables were to
incorporate the most recent theoretical development. The ultimate
objective of the project was to put development planmng and analysis
on a sounder footing.

The project was to consist of two phases:

1. To update to 1974 the Input-Output Tables.

2. To test and use the updated Tables as a development tool.

B. PROJECT COSTS

Final total shareable cost: $107,770. 40
Departmental contributions:

DOD
DREE

., 885.20
, 885.20

W
v
w W

Departmental administrative costs:
> Estimate of number of hours spent by project team members:

DOD 600 hours (approximately)
DREE 300 hours (approximately)

> Cost of staff time including overheads:

DOD $ 12,000. (approximately - staff
time only)
DREE (unknown) Minimum of $6, 000.
> Additional charges: . $400-$500 for extra copies
> Total known costs: $126,220. (approximately)
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C. PROJECT IMPLEMENTATION

DOD had 1965 Input-Output Tables for the Four Atlantic Provinces
which were used frequently as an aid to planning and evaluating the
economic impact of various government policies and incentive schemes,
particulatly the impact of plant locations. These had become out dated.
The province encouraged Statistics Canada to update the Tables but
couldn't get sufficient cooperation from everyone concerned. Also,
Statistics Canada was planning to develop its own Tables for 1966.
Program |11 of the Planning Sub seemed to be a good alternative. But
the province had to abandon the idea of having all four provinces involved
in the update at the same time since the other provinces did not promote
the project through their own Planning Subsidiary Agreements.

The project was @ high priority for both DOD and DREE. Both
departments valued the Tables!' potential impact on their planning pro-
cesses: !

> Input-Output analysis gives a disaggregated picture of the
structure of the entire provincial economy and consequently
can be used to analyze a particular sector or industry.

> The use of this analytical tool provides a sounder basis for
providing national economic pianning than any known alter-
native.

> By funding this project DREE,as well as DOD,would have access
to the Tables planning purposes.

» By jointly undertaking this project, DREE could help ensure
that the quality of the project was kept at a high level.

> in terms of progressing towards more quantitative as opposed
to qualitative analysis development, input-output analysis. is
seen as a major tool.

The Planning Sub seemed to be the most realistic place for the project
since it would be developing a general planning tool. Indeed, the input-
output project is highlighted in the Planning Subsidiary Agreement itself
and Program Ill was named with this project in mind.

As the project was implemented,the scope of Phase Il was widened
considerably to include more than just a benefit cost mode! (e.g., compari-
son with the 1965 data). Also, a third phase was added to input additional
data and to instruct an internal group on how the Tables were assembled
so that they could be updated.
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Although the project was completed within budget, both phases were
delayed considerably with Phase I! extended from the end of December 1977
to the end of Summer 1978. Review and correction of draft reports consumed a
considerable amount of time. Obtaining data from Statistics Canada was somew hat
of a problem. However, given that the 1965 Tables were four years late,
the delay was not considered to be significant. The Tables were completely
useable by the end of 1977; only the final reports were not received. With
the exception of some communication problems regarding the specificity of
data to be reported and the tabular presentation of data in Phase |, the
work was considered to be very well done.

D. PROJECT OUTCOMES

The project has not led directly to another subsidiary agreement. But
it has been used as a basic tool for fine tuning the strategy for any sub
agreement (e.g., the impact multiplier is used to determine how much to
spend on other subs). The Tables have also been used extensively to
determine multiplier effects in impact studies and benefit cost studies
within DOD and other provincial government departments. They are also
useful for looking at import substitution opportunities, import-export
trade pictures and changes in the economy from 1965 to 1974.

The study results can lead to cost savings when used in impact and
benefit cost studies to determine the value of a new project (or an existing

one with problems) to the provincial economy and hence whether it should
be supported by government or not.

DREE uses the. Tables to carry out impact analysis of potential employ-
ment and income generation when a large firm applies for an RDIA grant.
Similar benefit cost studies are carried out by provincial agencies such
as Industrial Estates Limited and the Resources Loan Board.

The Tables are also used for general development strategy planning -
for example, to identify outcomes across a number of sectors. Evaluations
of sub agreements have also drawn on the Tables. For instance, they were
used to reduce the Tourism Sub Agreement from $20-$10 million by screening
out a number of lower priority areas.

Tables are currently being updated under another Planning Sub
project and will continue to be updated on a five year basis. The on-
going update is necessary to reflect the state of energy costs. Approxi-
mately two person years are committed to analysing data from the Tables.
Outside users such as consultants and APEC can access a non-confidential
version of the Tables. Calculations are done on the DOD computer and
users are charged for the time.
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Since the Tables were valuable to the planning process for both
departments, the Planning Sub was an appropriate mechanism for funding
the project. Also, neither department would have had the expertise or
time to produce a comparable level of effort.
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107603-B FEASIBILITY STUDY FOR A CONSTRUCTION
TRADES INVENTORY FOR NOVA SCOTIA

A. PROJECT OBJECTIVES

> To determine the feasibility of establishing and maintaining a
construction skills inventory for Nova Scotia.

> To determine if the benefits in terms of phasing major
projects, developing training programs and improving the
regulatory activity concerning apprenticeship and related con-
struction trades training programs outweigh the costs of
creating and maintaining this inventory.

> If the analysis supports the feasibility of the project,to under-
take general design work that would allow implementation.

B. PROJECT COSTS

Final total shareable cost: $21,000.
Departmental contributions:

DOD $10,500.
DREE $10,500.

Departmental administrative costs:

> Esfimate of number of hours spent by project team members:

DOD (unknown)

DREE 1,500 hours’

CEIC 210 hours

Labour 600 hours (approximately)

> Cost of staff time including overheads:

DOD (unknown)
DREE {unknown)
CEIC $ 5,000. (approximately)
Labour (unknown)
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> Additional charges: None

»  Total knewn costs: ~$26,000. - (does not include most
departmental costs)

C. PROJECT !MPLEMENTATION

Concern had been expressed by several sectors regarding a lack
of information available on the number and skill level of the workers
in the construction trades. Major projects need this information to plan
how many workers will have to be brought into the area or to decide
if construction work should be phased ever 2 longer time. Contractors
can use the data when they are estimating costs. Government
training and upgrading programswould also benefit from a more accurate
assessment of the true labour force.

The Voluntary Economic Planning Committee, a group of local business
people in liaison with DOD, saw the need-for an inventory as a tool for
manpower planning. Their perspective viewed the project mainly as a
management initiative. However, other groups felt that labour would have
to be involved and that the project would have to be more than a one-shot
survey. An inter-departmental meeting was held and* the Planning Sub -
was chosen as the most appropriate funding route. Since it would examine
the feasibility of an on-going information system, the project could potentially
enhance the capability of the province to analyze and plan major development
activities. Program 111 - General Davelopment Planning - was chosen,

The project did not relate to physical or resource planning or to a specific
development opportunity, but could increase the efficiency of the provincial
government to undertake development.

The potential outcomes of the project could impact favourably on the
major project planning activities of DOD and DREE. The subject of the
study also related to the mandates of the Department of Labour and the
Canada Employment and Immigration Commission but neither would have
sponsored the project on their own initiative. The Department of Labour
had some questions regarding the project's technical feasibility; CEIC
headquarters would probably not have supported such a manpower planning
exercise at that time.

An alternative funding option was the Aduilt Occupational Training
Act (Section 10). However, the Planning Sub was chosen because it
seemed to be more controllable and offered a faster and local approval
process.
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The project underwent a slight modification as it was implemented.
The focus shifted from skills to trades since it was impossible to obtain
a listing of aptitudes without extensive testing of respondents. Such
testing would not have been cost-effective or politically attractive. As
a consequence the inventory included major trades within which there
was an assumed range of competence.

The proposal indicated a cost of $20,000 and 13 weeks to complete
the project. The budget was exceeded by $1,000 for extra travel to meet
labour representatives. The report was also somewhat late since the time
required to organize meetings with union people was underestimated.
However, the project team was very satisfied with the consultants per-
formance. The interaction between the contractor and project team
members' was good and everyone had a clear idea of what was wanted.
Interest in the project from the Premier's office and DREE added credibility.
Also, the project benefitted from efforts in other jurisdictions which showed
how not to carry out such a project.

D. PROJECT OUTCOMES

The feasibility study concluded that a construction skills inventory
was feasible but that close cooperation would be required among govern-
ment, management and labour in order to make it accurate and useful.

A steering group consisting of representatives of the Construction
Associations and the Trades Council.as well as government,was organized.
This Steering Committee was charged with the responsibility of developing
and promoting the Construction Skills Inventory. An inventory has been
prepared and numerous simulations have been conducted on it including
one for the dockyards. In addition, there have been reports, forecasts
and newsletters. The subsequent project to develop the inventory cost.
$40,000 and was funded equally by the Department of Labour and CEIC.

The data have not been used extensively by labour for manpower
planning. Instead labour has taken a reactive approach, letting the
private sector draw on the information. Industry has used the data to
produce supply and demand projections and to examine construction trends.
The inventory has also had some input to the Canada Manpower Training
Program, particularly for apprenticeship.

However, the largest benefit has probably been in project simulation.
Identifying problems in labour supply greatly facilitates the
planning of projects. For example, the inventory was used to
detect a problem in labour supply for the dockyards construction. This
information was presented at an interactive planning meeting and the

- 134 -



configuration of the project was changed in one afternoon. Indeed, use of
the inventory in any one of a number of simulation studies has paid for
the feasibility study. Without it, consultants hired to identify skill
supplies would have had to reconstruct data at some cost. -

The Constiuction Trades Inventory is dlso béing used as a model
nationally --for example, in relation to the Construction Investment
Information System within IT§C.

Development of the inventory has also enhanced the interchange
between government, labour and management in Nova Scotia. However,
this benefit may be threatened by the apparent decline in the activity
of the Steering Committee. The Committee was charged with implementing
and continuing the inventory and distributing forecasts annually to
government and industry. The Committee is chaired by the Department
of Labour which also has the data and the expertise in using them.
Updating of the inventory has not been consistent. Iindeed, an update
had to be carried out as part of the Scotia Shelf study before the data
could be used.

The potential outcome of greater labour stability has not been realized.
Part of the problem appears to be that government at all levels is not
committed to planning construction projects to be counter-cyclical
to the private sector cycles. However, the increased tripartite involve-
ment as a result of the inventory has allowed labour to become more aware
of the planning of large prajects,providing more time to plan for man-
power needs on a project basis.

it is too early to pinpoint employment which has resulted. Also,
labour supply is only one factor which might attract potential investors
to the province. Indeed there has been some concern that the inventory
could frighten projects away by indicating shortfalls. However, it is
possible that government could institute remedial action to overcome
shortfalls before entering detailed negotiations with a company.

It is unlikely that the provincial government would have proceeded
with either the feasibility or the final establishment of the Construction
Skills Inventory if both the financial and moral support of the federal
government had not been provided at the time. The inventory can be
used as a planning tool to avoid problems such as cost overruns
due to labour shortage (e.g., the Strait of Canso situation in 1972).

As the market for construction skills becomes tighter,the importance

of the inventory as a planning tool will increase. However, its value
depends on the degree to which it is updated and accessible to key
users such as DREE and DOD ~ usually the first contacts in discussions
of large projects.
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107603-D TRAVELWAYS PROJECT

A. PROJECT OBJECTIVES

> To evaluate the quality of the existing and proposed travel-
way system in terms of scenery, road conditions, services
and facilities.

> To provide recommendations for improvements to existing
systems or designation of new routes in Cape Breton.

B. PROJECT COSTS

Final total shareable cost:
Total $19,486.00
Departmental contributions:

DOD ' $ 9,743.00
DREE $ 9,743.00

Departmental administrative costs:
> Estimate of number of hours spent by project team members:

DOD 20 hours
DREE 1,000 hours (approximate)

> Costs of staff time including overhead:

DOD (unknown)
DREE $10,000.00
> Total known costs: $ 29,486.00 (underestimate).

C. PROJECT IMPLEMENTATION

The idea originated with the Department of Tourism. The study is
closely related to the Tourism Sub-Agreement and the provincial tourism

- 136 -



strategy, particularly the designation area concept. The province was
divided into seven tourist regions, each with a different type of appeal.
Coastal travelways were then.designated along the coastal highways to
capitalize on existing travelways and to specify the exact requirements
for a complete set of travelways that would circle the shoreline of the
Province. The criteria for travelways include:

> Following the coast.
> Being an obvious point of introduction into one region.
> Providing a link from one region to the next.

DREE attempts to impact on the smaller centres in Nova Scotia and
feels that drawing more tourist traffic through the smaller communities
will help satisfy this objective.

DOD is interested in all aspects of economic development, including
-tourism. The project was seen as an appropriate application of the Planning
Sub Agreement because it was a "study to investigate development oppor-
tunities." DOD is jointly responsible with the Department of Tourism to
develop the tourism strategy. Designation and detailed investigation of
travelways is quite consistent with that activity. :

In some ways, the project seems a reasonable fit with the intent of
the Planning Sub Agreement. Previously, planning work for Tourism was
funded under the ARDA Sub-Agreement which allowed 50-50 cost sharing
for projects, including planning studies. Under the Planning Sub
Agreement, the Province and DREE can agree to carry out studies which
were not originally anticipated when the major Sub Agreements were
funded. In other words, the Tourism Sub-Agreement attempts to anti-
cipate the projects which will be required on perhaps a five-year time
horizon. The travelways study was not anticipated in that process and
could be conveniently funded under the Planning Sub.

However, the linkage with the intent of the Sub~Agreement is some-
what tenuous. It is assumed that if travelways bring tourists to a region,
there will be a demand for accommodation, and services in general. That
will lead to an additional investment in service, facilities and infra-
structure, thereby generally satisfying the intent of the Sub-Agreement.
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Although copies were limited, the local tourism association was aware of
the study. The process proceeds as follows:

> The study identified the potentiai and the necessary work
still to be completed.

> The study was made available to the Tourist Association (per-
haps the general public).

> Pressure is brought to bear on local politicians.
> Improvements are made, such as paving roads, etc.

> Then the section of the travelways is designated and tourism
is expanded.

Responsibility for implementation of recommendations is not clear.
The Department of Transport, Lands and Forests, Environment,
Municipalities .and Recreation, all have interests in one or another
aspects of the study. Clearly, tourism is not the dominant criteria
for highway development. Nevertheless, through the process described
above, the study team judges that the study has been useful in
promoting tourism interests.

Long-term employment is extremely difficult to attribute to. a study
such as this. No attempt has been made to identify employment impact.

The key benefit of this study was to produce a clear statement of
the anticipated routing of new travelways and the priorities of infra-
structure required to complete the travelways. This has allowed the
Department to respond to local pressure and forestail arguments. from
local interest groups wishing to see their particular section of road
included in the travelways. A secondary benefit has been a priority
list of improvements that will be necessary for, the travelways to realize
their potential and, indeed, to be officially proclaimed.

The costs of the study were clearly warranted. The study team
was unanimous that it was a good investment. The Planning Sub in
this and other projects has acted as something of a "catch-all." As
such it serves a most useful function -- allowing DREE and provincial
departments to fund studies which otherwise could not be funded under
arrangements such as other sub-agreements. The sub-agreement
tends to be relatively rigid, pre-specifying the activities that will be
included. If new ideas come up or short-term studies are required,
they can be funded under the Planning Sub-Agreement as a most useful
complement to the planning activities in the departments.
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The objectives of the project were unchanged as it was implemented.
The study team feels that the final output of the study satisfied the
original terms of reference.

The project was completed on time and well within budget -~ they
returned about $6,500 to the Sub-Agreement.

The study team would not change any aspects of the project imple-
mentation on future projects. It was felt that the project may have pro-
duced a useful new methodology in rating the relative attractiveness or
appeal of different areas of the travelways. The technique of working
with students on short-term projects may have been useful in designing
and managing the Tourism Inventory Project which was initiated in its
pilot phase when this project was being done. '

It wasn't clear that the methodology had been used again -- it may
have been a piece of general background information of use to individuals.
The students hired to do the survey benefitted: two were subsequently
hired by the Department of Tourism.

D. PROJECT OUTCOMES

Clearly the project supported the Tourism Sub-Agreement.

The Ceilidh Trail was officially designated and publicized. Part of
the Fleur-de-Lis Trail was also designated as a result of this project.

Once the travelways were designated, local groups of people identi-
fied day-trips from the major centres on the travelways. As a con- .
sequence, operators may have been able to retain people for additional
overnight accommodation. Once the local people had described the day-
trip, the tourism planner and a writer would review the work, review the
day-trip and help produce a brochure describing it. But generally these
day-trips are successful only if local tourism operators discuss them with
tourists and actively promote the day-trips. A simple brochure is not
sufficient.

Additional traveiways or sections of travelways have been identified
and will be officially designated and advertised when necessary work has
been completed. For example, one section of the Fleur-de-Lis Trail is
not paved and has no local services available. The study has helped the
Department resist local pressure to open that part of the travelways,
preferring to wait until all the necessary infra-structure has been provided.
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