
WORKING GROUP ON OBJECTIVES,

GOALS, INDUSTRIES, AND AREAS

HD

3646
C3
C36
c.l



cc-ma ^
Lr.E WORKING GROUP ON OBJECTIVES,

GOALS, INDUSTRIES, AND AREAS

['R 0- P°-r+.

^^NAI. k@^4^^

4flii4Akt^



I +M Regional Expansion
Economic Économique
Expansion Régionale

August 19, 1976

Mr. Edward W. Oliver,
Director,
Operational Planning Division,
Industrial Incentives Branch.

Dear Sir:

On behalf of the Working Group on Obrjectives,
Goals, Industries, and Areas Committee, I am pleased
to present our revised report on the various topics
assigned to our Committee.

I wish to point out that we do not consider
this report to be complete and final in itself, but
would suggest rather that it serve as a basis for the
examination and consideration of certain aspects of
the Regional Development Program, which may perhaps
lead to changes in existing policies and legislation.

I would also like to point out that due to
time restraints which did not permit for an in depth
analysis of all the points raised, it was not possible
and we did not seek to obtain a consensus from all
members of the Committee on each and every area of
investigation.

We trust that this brief report on such a
vast topic will raise several issues which may in
themselves be the subject of subsequent debate to which
we will be pleased to participate if so requested.

Yours sincerely,

Claude Roy

800 victoria Square
Room 4328, P.O. Box 247,
Montreal, Que.
H4Z 1 E8
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Terms of Reference

1. To identify the objectives and goals of a program of

incentives to industry for the different regions of

Canada taking into account the nature and achievement

of other programs of DREE, the federal government and

provincial governments. (A brief review of the policies

and programs of other countries would also be desirabZe).

2. To analyse specific aspects of the objectives and goals

concerning such matters as preferred and excluded or

low priority industries, preferred or excZuded/Zow

priority sub-regions and areas, foreign and outside-

the-regions entrepreneurs versus domestic and local

entrepreneurs; the value and risks relating to new

activities versus volume expansions.

3. To relate the aforementioned objectives and goals to

different goals at different time-frames which a general

incentives program could aim for over a period of 10

years.

4. To prescribe detailed criteria evolving from the

objectives and goals, which then could be considered as

specifications for the development of specific types

of incentives to be included in the incentives package.
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Terms of Reference (cont'd)

5. To identify any limitations and constraints evolving

from the aforementioned objectives and goals which

should be taken into account in designing a package

of incentives.

6. To suggest levels of impact and the order of magnitude

of cost and other resources which might be desirable.

3
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Need and Role of an Industrial Incentive Program

Every regional development program must follow

an established strategy in the pursuit of its well defined

goals and objectives, and must be provided with the proper

tools to attain these. From this point of view, the Incentive

Program becomes an indispensibZe element for the success of

regional development. Such a Program not only directly

stimulates the industrial sector but also complements the

General Development Agreements, such as those relating to

infrastructure and, more particularly, those relating to

industrial parcs. We must bear in mind that the success of

the Agreements will depend upon the social and economic

development which will result from these. In other words,

incentives, under their different forms, can be utilized

seperateZy or jointly with other development methods and

measures such as infrastructure, industrial parcs, etc.

As we all know, the designated regions inva-

riabZy are less attractive than the others from the point of

view of economic development and, as such, are incapable of

attracting, by themselves, viable and interesting firms which

could assure their development and growth. We must therefore

compensate for this deficiency by appropriate measures such

as incentives to industry. Most industrialized countries
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have regional development programs which include incentives

to industry, which puts us on a par with these countries and

even different American States, which often fiercely compete

with each other. The Incentive Program must therefore play

an integral part in the strategy and methods used by the

Department. In a free enterprise system such as ours,

incentives can have a considerable impact on the decisions

of businessmen, by perhaps enticing them to proceed earlier

with the implementation of their project, or by making

possible the realization of larger projects in the designated

regions. By incorporating our Program with other federal

and provincial programs, the Incentives Program could be

the instigator in bringing about the realization of important

projects for the disadvantaged regions.

We must not forget the primary role of incen-

tives in regional policy, which has a goal to change the

conditions which prevent the backward or structurally weak

regions from attaining their rightful share of the wealth

of the country in today's competitive world. By definition,

incentives attempt to remedy various local disadvantages,

such as a lack of local capital or local industrial activity

base, insufficiently trained manpower, etc, in order that

the designated regions will be more in a position to compete

with the other regions of the country. Production costs

,
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are often much higher in the disadvantaged regions,

especially in those which are the furthest removed and

difficultly accessible from the larger industrial centres

of the country. In this case, incentives can often cancel

out or compensate for these disadvantages. If successful,

they will equalize conditions in the various regions and

put the disadvantaged regions in a position where they will

be able to compete more fairly with other regions.

In this context, it is an absolute necessity

to have an Industrial Incentives Program, conceived as a

function of the essential role and influence it can have on

the economic and social development of the designated regions.

6



Objectives and Goals

A. The main objectives that should be achieved by the

next phase of Incentive Program are identified as

foZZows:

a. The reaZization of the economic and social potential

of the different regions of Canada.

b. The achievement of a more spaciaZZrg balanced distri-

bution of social and economic activities and employ-

ment opportunities consistent with national demographic

and socio-economic objectives.

B. The different goals that the Incentive Program must

pursue include the foZZoraing:

a. The improvement of employment opportunities in

quality, quantity, and Zongevity; with particular

emphasis on strengthening and improving the attract-

iveness of existing jobs.

b. An increase in the earned income per capita of the

labour force.

I
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Objectives and Goals

B. The different goals that the Incentive Program must

pursue include the foZZowing: (cont'd)

c. An improvement in the earned income per capita of

the Zabour force consistent with the aspirations of

the population, taking into account in particular the

different options and appropriate context for deter-

mining participation rate. (1)

d. An increase in the participation rate of women in the

Zabour force, and an upgrading and equalization of

their job status.

e. The improvement of entrepreneurial capabilities and

an increase in the opportunities for their development

and utilization.

f. An achievement of productivity levels in economic sectors

in disadvantaged regions comparable to those in similar ...

(1) Participation rate in this context includes those

working in the home as contrasted with the technical

meaning currently applied by the Government and

economists.
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Objectives and Goals

B. The different goals that the Incentive Program must

pursue include the following: (cont'd)

g•

.., sectors in other parts of the country.

The promotion of the development and utilization

of human and other resources so as to raise the

disadvantaged region's contribution to the National

rate of output.

h. The promotion of industrial activities which have

a potential to serve more than the local market.

i. The contribution to investment opportunities by

improving the investment climate and focussing

attention on the advantages and opportunities of the

regions for appropriate activity.

Diversification, where such is appropriate, especially

in single industry communities.

k. The rationalization of industry and the factors of

production where appropriate, having regard to the need

for gradual change and for more rapid transition in

other situations.

a;
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Objectives and Goals

It is necessary to underline that the

aforementioned goals will vary between regions in

their emphasis; from time to time the emphasis will

vary in total and by region or area.

I
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RegionaZ Priorities and Industrial Selectivity -

Irreconcilable or Complementary Objectives?

A. Preface

This paper attempts to answer the general

question as to whether the priorities relating to the

development of certain regions are complementary or in

opposition to the priorities of industry. First the

question of regional priority is discussed and the

concepts of "need for socio-economic development" and

of "opportunity to grow" are introduced; at the same

time a new approach for designation of regions is

proposed. Secondly, the concept of industrial seZecti-

vity is explored. Thirdly, the two concepts are briefly

explored jointly.

B. Introduction

DREE has now been in existence for more than

seven years. The overall goal of the federal government

back in 1969, when it created DREE, was to achieve a

►►
proper" and "better" regional balance across the country

through, amoung other things, the reduction of prevailing

income and employment disparities. To achieve this task,

DREE was given various tools which range from specific ...
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B. Introduction (cont'd)

.., programs such as RDIA, where the initiative is

left largely to the private sector , to more general

strategies such as General Development Agreements

where both levels of governments play a more direct

role. Today wide regional disparities in income levels,

employment opportunities and general socio-economic

conditions still exist. This does not mean, as suggest-

ed recently by many critics of the department, that DREE

has failed its original mandate; in fact it could be

argued and demonstrated that without DREE intervention

matters would probably be worse. It illustrates,

however, that the whole issue of regional disparities

is a very complex one that cannot be treated by any one

or two policy instruments used in isolation, but rather

must be dealt with by a multi-dimensional approach.

Therefore, having accepted that regional policies will

usually have to rely on more than one type of measure

to be effective, establishing the proper general

strategy becomes a question of deciding how much reliance

to place on each measure and what degree of flexibility

each should contain.

12
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B. Introduction (cont'd)

At present,the collection of federal

programs and policies designed to help regions and

industries is large, complex and involves several

departments. As such the existing RDIA program is

only one of many poZicy tools currently available to

policy makers. Ideally, it could be argued that

programs such as RDIA or the IT&C Industrial Incentives

Program should be elements of a cohesive national in-

dustrial policy designed to address simultaneously

national, regional and socio-economic concerns. Though

commendable as a goal, a national industrial policy

that would at the same time be national, regional and

industry oriented in scope, would be very difficult

to design and implement. What is feasible, however, is

the implementation of a general industrial strategy

framework against which specific policies and programs

designed to achieve well defined goals (ie: change the

industrial structure in a given region or provide better

employment opportunities) could be checked for consis-

tency. Herein lies the responsibility for the federal

government (and hence DREE) to make its long-term objec-

tives clear so as to encourage discussion and partici-...

13
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B. Introduction (cont'd)

... pation by provincial and municipal authorities.,

entrepreneurs, and the general public. Since each

province, region,. and sub-region within a region,

represents a different situation with distinct needs

and opportunities, the mechanisms that will be

selected to implement the policy and programs should

be highly flexible and easily adaptable to new

circumstances at the national and regional levels.

On the other hand, whatever may be the reasons for the

differences between regions, a strategic plan is

necessary to delimit further the regions which are to

be the favoured recipients of discriminatory regional

policies. This is so because the larger the portion

of the country which is to benefit from regionally

differentiated policies, the greater will be the

requirement for the resources available to implement

these policies. Since the total amount of resources

available at a given point in time is limited, the

extension of discriminatory policies in favour of

more and more areas will tend to weaken the overall

effectiveness of the policies. As such, in order to

have any chance of success, any "nationaZ" regional ...

14
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B. Introduction (cont'd)

... strategy will require an assessment of what is in

fact available in total for regional aid, and the effect

that such a policy could have on the regional balance of

the country as a whole.

C. Regional Priorities

Since the creation of DREE in 1969, the rules

and criteria used to define regions (1) in need of

DREE assistance have been modified many times. However,

little or no thought has been given to date to intra-

regional "priorization". Even though depressed or slow-

growth areas usually share some common problems (high

unemployment, Zack of infrastructure, etc.) they are

also differentiated by their own particular characte-

ristics. A general solution that does not take into

account the existence of such differences would have ...

(1) It is realized here that a need exists for defining

what is meant by a region. However since we are

still at the conceptual stage, a precise definition

can be postponed.

15



C. Regional Priorities (QAnt'd)

... little chance of success. Therefore, in order to

maximize DREE efforts in the area of industrial incentives

and ensure a maximum social return on DREE development

dollars, there is a need for better definition of regions

and sub-regions insofar as eligibility for a program

such as RDIA is concerned, and there is also a need for

the institution of priority rankings. A priori, and as

much for conceptual as political reasons, no region of

the country,except for Montreal, Toronto, and Vancouver,

should be excluded from the RDIA program; that is,

every region regardless of how it is defined should be

entitled, at least on paper, to some kind of assistance.

This modus operandi accepted, it is evident that some

regions are more economically distressed than others,

and coversely, some are far better off. Therefore, if

the general aim of DREE remains to equalize opportunities

across the country so as to achieve a better regional

balance, the more needy regions and sub-regions (which

could be identified through a CANGO type approach or

some other means) should be favoured in terms of extent

of program coverage and budget allocations. Here the

concepts of inter-re,qionaZ and intra-regional selectivity ...
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C. Regional Priorities (cont'd)

... must be introduced.

1. Inter-regionaZ seZectiyita

A general listing of needy regions (in the

sense of DREE existing regions) is easy to prepare.

However, this is of little practical use since, to a

varying extent, all DREE regions and all provinces

could use more federal assistance in one way or another.

Therefore, a priority ranking of regions (again in the

sense of DREE existing regions) or provinces can only

be done on arbitrary grounds that could not escape

political overtones (ie: should the Maritime region

as a whole enjoy higher priority than Quebec or Mani-

toba? If so why? (1)).

(1) Nevertheless this can still be done as already

proven with the GDA approach.

17
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2. Intra -regionaZ s e Zeetiyity

in order to increase the future effectivness

of the RDIA program, it is essential to go one step

further and to take into account intra-regional selecti-

vity. That is, within a given well defined region or

area, s ub -regions or s u b-areas (ie: communities), in a

set priority and to a varying extent, should be

assigned development dollars. This is in line with the.

recent proposal of the Qtebec Regional office in which

they s ugges t a new uxzy of designing and priorizing

sub-regions of the Province. This new proposal suggests

a three-tier designation (Z ) .txzs ed on the premise that

all regions of the Province are not currently at the

same level of socio-economic development (ie: the Lake

St-Jean or Gaspesia areas are far behind Montreal, Qcebec

and other medium size cities in terms of the main leading

economic indicators), and that all regions are

not equally endowed with regard to infrastructure facilities

and/or development opportunities.

(1) For more details see DREE -Quebec zaorking document

entitled "Modifications Programme de Subvention à

l' Indus trie - Qce bec n

18



2. Intra-regionaZ selectivity (cont'd)

The general application of this concept to

the nine other provinces could lead to a new designation

mechanism that would generally identify three types

of regions or areas as detailed below:

Region 1: strong healthy growth centres (ie: major

urban centres, medium size cities with well

developed industrial cores);

Region 2: Satellite cities or "hinterland" communities

around the region 1 type of community but

situated at a certain distance and would not

include the "peripheraZ" communities in the

immediate boundary that would be in a "no

man's land");

Region 3: "Outerland" areas beyond regions 1 and 2

(peripheral areas).

With such a classification and on the basis of

need only, it is likely that communities located in region

3 would have priority over communities in region 2, and ...

19



2. Intra-regional selectivity (cont'd)

I

... communities in region 2wouZd have priority over

communities in region 1. This could be expZicitZy

recognized by making the present RDIA program more

responsive to regional differences. This could be

achieved by making the program more flexible and discre-

rionary in its implementation, so as to discriminate

in favour of the sub-regions or areas identified as

being in an overall state of greater socio-economic

need. To maximize the flexibility and efficiency of

such a proposed system, it would be also desirable to

identify within regions 2 and 3 those areas most

capable of development (opportunity to grow) over and

above the areas most in need for socio-economic support

and industrial diversification. It is possible that

the two lists would overlap to some extent. In such

instance, the choice is easy to make both from a policy

and efficiency point of view since these communities or

areas are in the greatest state of socio-economic need

and present the best chances for being successful

"aid ventures" because of their good opportunity to

grow. For those cases where communities are of the type

with a high need and a low opportunity (1) or medium ...

20



2. Intra-regional selectivity (cont'd)

... to Zow need with a high opportunity to grow, then

the choice of which communities would get priority

become a decision for the policy makers (2) and would

tend to reflect their inner biasses.

(1) Need can be assessed in terms of unemployment

rates, level of income, participation rates or

attained levels of economic diversification. The

opportunity side on the other hand could be

assessed in terms of geographical Zocation, linkages,

and existing levels of community infrastructure.

(2) With the existence at DREE of various community

data banks (ie: Fisheries, CANGO, Infrastructure,

Single Industry Communities and Defence Communities),

it would be possible to provide officers and

policy-makers with varying kinds of information.

A trial run is presently being made for the Province

of Quebec and should be available shortly.

21

y

il!



2. Intra-regionaZ selectivity (cont'd)

At this point another dimension must be

introduced, that is, those communities that currently

have a surplus of infrastructure (a case in mind is

Cornwall). In order to allow for overall efficiency

in the management of public funds these communities

should be given special attention.

The experience of the Province of Quebec over

the last three years indicates that small and medium

size enterprises have been the main motivator of new

industrial investment. Therefore, small projects (Type

A projects in the current RDIA system) should be given

more attention, especially for "type 3" regions and

communities in Quebec.

3. Advantages of Proposed Approach

The advantages of this new concept of RDIA

designation are as foZlows:

a. It would aZZZow for a reconciliation of RDIA

priorities more in line with provincial goals ...

22



3. Advantages of Proposed Approach (cont'd)

a. ... and concerns already identified in the GDA's

and sub-agreements.

b. It allows for a better integration of provincial

priorities by more systematically identifying

sub-regions with the "highest need" and the "best

opportunity to grow".

c. It would be relatively easy to administer (though

not as simple as a standardized and uniform program).

At the same time it would remain highly flexible

(the status of a region or a sub-region could be

easily modified as circumstances warrant).

d. It would convey to the general public a more precise

federal concern about needy areas while at the same

indicate a concern for better efficiency by iden-

tifying and selecting, whenever possible, areas

time

which present the highest chances of being successful

if helped initially through industriaZ incentives to

attract industries.

23
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D. Industrial Selectivity

Different forms of industrial activity carry

with them different types and levels of economic impact

At the same time, it is likely that some types of manu-

facturing activity are more appropriate to some areas

than to others, since the need for socio-economic diver-

sification ("need" concept) and the potential for growth

("ability to grow" concept) differ from one region to

another. Therefore, a program of industrial incentives

should be highly fZexibZe and selective in order to

take into account the structural and spatial realities

of regions.

There is a general consensus that a substantial

amount of new industrial investment is required in many

regions and sub-regions of the country if the communities

in these regions are to reaZize their potential and offer

better socio-economic conditions to their population.

This raises the problem of which industries should be

encouraged and in what order of priority (1). As a partial

answer, the following general guidelines are proposed:

24
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D. Industrial SeZectivity (cont'd)

1. Priority should be given to investments that will

be efficient and internationally or nationally

competitive, that is export oriented (in a regional

sense), or replacement oriented ( in an international

sense).

2. New investments which are mainly for import replacement

purposes and that will require support for a sustained

period of time should be given a low priority. Simi-

larly, existing industries which require high tariff

protection to survive, such as the clothing and

knitting industries in the Montreal area and the Quebec

region, should not be given assistance for expansion,

unless required for the more important objective of

national independence.

(1) We cannot ignore the possibility that firms may not

want to locate in a particular area. It can however

be assumed that any firm can be persuaded if offered

the right incentive . It therefore becomes a problem

of assessing what level of incentive is required and

whether it is worth the cost.

25



D. Industrial Selectivity (cont'd)

3. In each region and sub-region priority should be

given to industries that will bring about a diver-

sification of the existing industrial structure (1)

and an upgrading of the skills of the existing

Labour force. This is particularly important in

the case of single industry communities or poorly

diversified communities.

(1) It must be kept in mind however that policies

directed towards improving the industrial structure

of a region or sub-region may pose a number of pro-

blems. For example, the May 1974 report (page 83)

of the OECD Task Force on a Re-AppraisaZ of Regional

Policies in OECD Countries noted: "should efforts

in a declining or slow growth region be directed

towards the older existing industries, to remove the

causes of their obsoZence, or, aZternitiveZy, should

their determination and eventueZ disappearance be

accepted and new industries be established in their

place? If so, what kind of new industries? The

determining factors will not be only the ability of

the region itself to meet the requirements of the

industries concerned, but also the way in which ...

26



D. Industrial Selectivity (cont'd)

(1) ... external conditions affect those industries.

Thus a region may be well suited for the expansion

of a certain manufacturing industry but if it is

not better suited than other regions or if the

industry itself faces a contracting market or

greater foreign competition, the room for overall

expansion may not exist. In such a case expansion

in one region may be possible only at the expense

of contraction elsewhere, which may or may not be

desirable, and it may be preferable to expand

other industries which do not entail such conse-

quences".

4. Preference should be given to the development of

the "capabilities" and full potential of existing

facilities whenever efficiently possible. Import

of new technology should be allowed only when and

where existing technology is weak or missing in

the area under consideration.

27
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D. Industrial Selectiyity (cont'd)

5. Attempts should be made to attract industries

that will reduce the levels of "leakages" from a

region or sub-region under consideration either

because it would supply itself from local resources

or because it would provide the impetus for the

development of an indigenous supply capability

(a case in mind is Jiffy in New-Brunswick).

6. An integrated service industry should be

developped. The service sector is playing an

increasingly important role in regional economic

development. Therefore, the creation of more

"direct" (1) service jobs through the relocation

of federal or provincial units, or the establishment

of research centres could represent an inexpensive

(in terms of opportunity costs) and efficient way ...

(1) As opposed to "indirect" service jobs resulting

from the implementation of a new economic activity

in a given area (ie: jobs related to the production

of goods). These indirect service jobs follow the

economic development of a region rather than instigate

it.

28



D. Industrial Selectivity (cont'd)

6. ... of providing some specific slow-growth areas

with the stimulus of permanent and high-paying

employment.

7. The existing industrial structure should be

consolidated. Cases exist where the consolidation

and rationalization of the existing industrial

population should be given a higher priority than

the attraction of new firms. A case in point is

the Quebec furniture industry which consists of

more than 500 firms, a great number of which have

less than 10 employees each.

E. Regional Selectivity - Industrial Selectivity

The Dilemna of Choice?

What should come first? Regional selectivity

or industrial selectivity? In fact this is a false

problem since the two approaches should be viewed as

complementary. At the level of a broad unit of analysis

such as a province, it is obvious that regional seZec-

tivity should override. However, when the analysis is ...

29



E. Regional Selectivity - Industrial Selectivity

The DiZemna of Choice? (cont'd)

... carried down to units of a smaller size, the

choice becomes more ambivalent. Let's take the example

of Quebec. It is obvious that in the case of Metropo-

litan Montreal, one can afford to be industry-seZective;

in fact, it is the only reasonable approach if the

overall objective of further diversifying and strengthen-

ing the existing industrial structure prevails. At the

other extreme, for regions like Abitibi - Teminscamingue

or Gaspesia, the removal of the existing high regional

disparities both inter-regionaZZy and intra-regionaZZy,

becomes the over-riding concern. Therefore, due to the

very limited potential of these regions, one would be

satisfied to attract almost any kind of industry that

would be likely to have a positive impact on existing

levels of disparities.

It becomes obvious, therefore, that guidelines

for the choice between regional objectives and industrial

objectives would have to be specific and should vary

according to the socio-economic circumstances of each

designated region and sub-region. In addition, ...
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E. Regional Selectivity - Industrial Selectivity

The Dilemna of Choice? (cont'd)

... provincial views on the matter should been taken

into account, as well as the level of interdependence

amongst regions and sub-regions.

F. Delivery Mechanisms and Timing

A study of the current body of thought on

regional development leads to the conclusion that the

investigation of the working of regional policies has

not as yet progressed far enough to produce any consensus

as to what constitute the right or most effective

methods (ie: specific policy tools and delivery mecha-

nisms) for achieving the goal of a given regional policy.

Therefore no a priori rules can be offered for deter-

mining which types of mechanisms or "incentives" will

lead to the best results in any given circumstance. The

appropriate mix of delivery mechanisms will therefore

have to remain highly flexible, interchangeable, and

variabZe, according to the importance attached to

"international competitiveness, the need in a given region

for Zabour rather than capital intensive industry, ...
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F. DeZivery Mechanisms and Timing (cont'd)

.., the stimulation of small rather than large scale

enterprise, the avoidance of inefficiency and low

productivity and perpetual subsidies and the desira-

biZity of locally owned or controlled industry rather

than externally based", as pointed out by an OECD Task

Force on Regional Policies (1).

Bearing the above in mind, results from a

program such as RDIA should not be expected overnight

and this should be taken into consideration in appraising

the goals and objectives of the current RDIA program,

and in the establishment of critical time paths and

check points. For these reasons, and in order to ensure

more compZementarity with the GDA approach and a greater

degree of stability, the new RDIA program should be based

on a time horizon of at least 10 years.

(1) Re-Appraisal of Regional Policies in OECD Countries,

OECD, Paris Z974, page 84.
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CRITERIA'•RELATING TO THE

OBJECTIVES AND GOALS

Any regional development program must

necessarely be derived from an appreciation and evaluation

of the criteria used in the formulation of the program.

The success and effectiveness of the program depends almost

exclusively on the importance one places on these criteria

and the method and strategies formulated to attain the

sought after goals and objectives.

In this chapter, we wish to highlight certain

criteria which, in our opinion, must be considered and

analysed. These criteria are presented in point form, and

there is no doubt that before a complete and appropriate

development program can be designed, these criteria will

have to be examined in much more depth.

The following are the criteria we have consi-

de re d in this studg:

1. There must exist a climate of co-operation, comprehension,

and reciprocity between a regional development program,

the business community, lenders, and other provincial ...
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1. ... and federal programs.

2. Regional policies must be formulated in consideration

of social and economic policies of the provincial and

federal governments.

3. Regional policies must be flexible in that they must

evolve and adopt themselves to current needs which

may vary from time to time.

4. The program must be coherent and rational.

5. We must seek to eliminate the weaknesses and inoperative

elements of the present program.

6. To be really effective, a regional development program

must be thought of in terms of longevity and permanency.

7. The program should contribute to the improvement of the

working conditions of industrial and commercial enterprises.

8. It is necessary to keep in mind the important social and

economic changes which are occurring daily and foresee the

difficulties in becoming aware of these and evaluating

their consequences.
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9. The objectives and goals to be attained are also

conditionned by the element of time. One should not

expect changes overnight and be patient in order to

avoid disappointments and frustrations.

10. The program must influence the development of the economic

structure of the weaker, poorer, and unfavourabZe regions

in absolute terms, and in relation to other more favourabZe

regions.

11. The program must endeavour to distribute economic activity

more effectively across the country.

12. The program must seek out Zong term investments as these

are the essential eZement which will change the fundamental

economic structure of the regions and affect the regional

balance.

13. In addition, it must encourage the installation of new

equipment in existing facilities and the modernization of

older buildings, as well as the more efficient utilization

of the existing labor force and capacity.

14. The program must be adaptable to periods of recession and

take advantage of expansionary periods.
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15. The effect of national and provincial economic

policies on regional problems must be evaluated and

the program must be easily adaptable to these.

16. The social needs of the different designated regions

must be answered by the program.

17.

18.

19.

20.

The differences between the regions such as their

geographic configuration, economic structure, population

distribution, and urban expansion plans must be kept in

mind.

The economic and social structure of the different

regions must be kept in harmony and the unstable

influences, be they social or economic in nature, must

be taken into consideration.

The interdependent ties between the problems of the

different regions and within the regions must be

considered and the- factors which affect these national

and regional problems must be carefully evaluated.

The methods used must be adopted to the goals and

ojectives being sought, and these must be reachable

by the methods adopted.
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21. The regional structure must be considered from all

aspects: economic, social, resources, population, etc.

22. AZZ the elements of the problem, their precision and

their dimension, must be kept in mind. In other words,

regional policies must be a balanced appreciation of

all the interdependent elements which determine the

general evolution of a country.

23. Regional policies must have fixed goals and objectives

and must establish a Zink between these different

methods and objectives:

a. The regional problems must be recognized and defined.

b. The origin of these problems, their causes and

their effects must be diagnosed.

c. All the regional disparities must be analysed and

then it is necessary to determine which are more or

less acceptable and which are not.

d. Then determine whether or not, according to the

region, it is desirable to support Zabor intensive or

capital intensive industry.
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24. The regional development program must be able to

influence the following areas:

a. Policies favouring industry which encourage the

investments necessary for its expansion, its

modernization, and which increase and improve

its efficiency.

b. Influence businessmen in their choice of location.

c. Favor development in accordance with the urban

planning principles of the regions.
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LIMITATIONS AND CONSTRAINTS

EVOLVING FROM THE OBJECTIVES AND GOALS

The implementation of a regional development

program and the determination of regional policies designed

to attain desired goals and objectives are of necessity

subjected to numerous constraints and limitations which can

significantly influence the chances of success of such a

program and policies.

These constraints and limitations are to a

great extent the corollary of the criteria to be considered in

the formulation of a regional development program and policies.

We have not shown all the consequences, inferences,and impli-

cations relating to these criteria, but these should be

analysed and considered in detail before any adequate,

coherent and effective policy or program on regional develop-

ment is formulated.

The planning of such a program and policy must

deal with certain limitations and constraints such as:

I. The human and financial resources which may be required

to achieve the goals and objectives. There are limitations

on what Government can provide compared to that which ...
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1. (Cont'd)

... it is called upon to do.

2. The constraints and limitations which are inherent

in our political system and the administrative

structure which governs us must be kept in mind.

3. We must also recognize and identify the incompatibility

which may exist between various regional programs and

other national and provincial programs which may appear

at times to be in conflict.

4. In the same vain, the influence of national and inter-

national considerations on regional policies must be

considered.

5. Any regional development policy or program is Zimited

by the extent of the government's ability to influence

or direct the course or the state of the economy of

the country and its regions.

6. Various professional groups may exert their influence

in support of or against the regional development

program.
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7. The importation of certain products may have an

effect on the operations of companies which manufacture

competitive products, and measures may have to be taken

on a national level to prevent these imports if neces-

sary.

8. The implications and reciprocal consequences of the

economic evolution and social changes in the regions.

9.

10.

11.

The uncertainty relating to the duration of the program

and policies due to the fact that government directives

can and do change and this can have an adverse effect

an capital investment decisions.

Attaining fixed goats and objectives is made more

difficult as a result of the evolution which the manu-

facturing sector is undergoing, and the ever increasing

significance of the service industry. It is obvious that

higher education gives rise to changes in goals and

aptitudes of individuals which can result in a move

from one socio-economic or professional group to another.

The formulation of an efficient regional development

program and policies is limited by the difficulty in ...

;i
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11. (Cont'd)

... the evaluation and appreciation of the possible

repercussions and implications of the program and the

policies.

12.

13.

14.

15.

The extent of the understanding and especially the

precision given to the goals and objectives are limiting

factors.

The difficulty in clearly defining the elements which

we consider as being essential in the national develop-

ment are all the more a limitation when one has to

integrate, embody, and reconcile them with socio-economic,

environmental, and other considerations.

One of the constraints derives from the difficulty in

establishing the priorities of the regions, and which

industrial sectors are to be promoted.

We are also limited in some regions by the cost of the

required infrastructure, be it means of communication,

transportation, essential services, energy, anti-poZZution,

etc.

42



16. The displacing of workers in certains regions, if

required, can present a major constraining factor.

17.

18.

19.

The sought after goals and objectives can be signifi-

cantly affected by the size of the territory to be

covered in relation to a largely scattered population.

It is difficult to evaluate quantitatively and quaZi-

tativeZy all the short term and long term effects of

a regional development program and relate these to the

desired goals and objectives.

We are as well limited by the difficulty in measuring

the effect of a regional development program in reZation

to the effect of national economic policies.

43



COMMENTS ON A REGIONAL DEVELOPMENT

PROGRAM AND ITS ADMINISTRATION

From the preceeding, we can see that regional

disparities and the solution to change these present a complex

problem. We feeZ that, considering the criteria listed

earlier, in order to meet the desired goals and objectives,

the regional development program should consist of a more

varied array of inducements such as grants, loan guarantees,

and other forms of assistance which will meet the different

needs of industry. Above all, these inducements must be

easily adaptable to the inherent requirements of each region,

in consideration of their particular needs, interdependence,

and ever changing social and economic requirements.

The regional development program which is

presented under the form of legislation (an Act and ReguZa-

tions) must be designed and presented in such a way that it

is easily administrable by the Department and easily under-

standabZe by the business community and lenders. The program

must therefore be fZexibZe in order to meet the aforementioned

requirements.
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All new legislation should consider the

following points:

1. It may be appropriate to include in approved capital

costs those properZy supported costs relating to the

start-up of operations.

2.

3.

It could be possible to subsidize the applicant's

rent for a certain period of time.

In order to encourage developments in certain designated

regions more quickly and effectiveZy, it may be desirable

to provide scaled incentives according to the importance

of the proposed project in relation to the value of a

company's capital investment already established in a

designated region.

4. New industries should receive encouragement commensurate

with their contribution to an economy particularly consi-

dering linkage and future effects. SuitabZe weightage

should be accorded to the propensity for casualties.

0
I
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5. Entrepreneurial mixtures should be encouraged to provide

suitable balance. Foreign investors should be encouraged

where they will contribute to Canadian development

without hindering established entrepreneurs who are

capable and are making reasonable contribution to society

as well as recognizing their potential.

6. A pre-determined uniform rate of incentive should be

established for projects of lesser importance. This

rate could vary between regions and be established by

administrative ruling.

7. Automaticity, at least in some aspects, will be useful

at certain times for some industries,particuZarZg to

encourage managerial and entrepreneurial development and

fuZfiZZment.

8. Discretion will remain essential in major undertakings

and should be applicable in most program elements for

achievement of more effective goals.

9. Incentives should be of an adequate level to bring about

meaningful activities not otherwise infZuenceabZe but they

should not be excessive.
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10. Section 7 (1) (A) of the Act should be reconsidered.

This particular article, to a certain extent, undermines

the goals and objectives of the program in that it

sometimes legally prevents us from offering assistance

to more desirable companies on the basis that some

companies have recourse to the necessary funds or that

the project has a return sufficiently high in itself

to entice the company to proceed. We should concentrate

our efforts on the better administered and profitable

companies, those which, in the long run, are more apt to

contribute towards the development of the designated

regions by strenthening the industrial base of the

region. This would perhaps represent the best return

on our incentive dollar.

11. Section 9 (1) (B) of the Act should be modified or

perhaps be abolished altogether. This section can

discredit the program and cause a loss of confidence in

the program on the part of applicants and lenders, and

lead to much confusion.

12. The Letter of Offer should firmly commit the Department

as long as the conditions therein are respected. Perhaps

more attention should be given to the project at the ...
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12. (Cont'd)

... evaluation stage and in certain cases a more

elaborate analysis should be undertaken.

13. Section 9 (4) of the Act should be abolished. If we

really want to contribute to the development of desi-

gnated regions and change the industrial base of these

regions, companies must be encouraged to operate as

efficiently as possible, thus modernize whenever and

wherever possible.

14. It may be desirable in certain cases to authorize the

disbursement of the incentive prior to the project

being in commerciaZ production in order to help in its

financing. The incentive could be disbursed fully at

the outset in certain cases.

15. The procedures relating to Loan Guarantees could be

accelerated if Section Z3 (1) of the Act was modified

to remove having to obtain the approval of the Department

of Finance in all cases. Loan Guarantees are an excellent

tool in as much as they may be used effectively.

I
^II
^11
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16. The administration of the program should stay under

the control of the Department. References to other

Departments may delay in the decision making process.

17. It may be desirable to include among the list of

eligible operations those not strictly related to

manufacturing or processing, such as laboratories

and research centres, and perhaps head offices of

financial institutions or commercial enterprises who

establish themselves in designated regions.

18. The merger and consolidation of enterprises should

be provided for in order to improve the adjustment

process in certain situations.

19. Particular attention should be paid to designing

incentives for enterprises which might be induced into

long term involvement in the regions.

20. A suitable emphasis should be placed on encouraging

local entrepreneurial initiatives.

21. Provision should be made for close monitoring of cases

and for the infusion of additional funds when considered ...
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21. (Cont'd)

... necessary to ensure the success of a particularly

worthwhile project.

22. Advisory services should be available under particular

circumstances, although generally once an investment

has been made it will be used by entrepreneurs who are

the most effective in the market place.

23. Administration by other should be avoided where possible.

Of course achievement of the program's objective should

be paramount and other administrations should be

examined to find the best means of accommodating mutual

needs where possible.
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NEW FACILITY VERSUS EXPANSION

The object of this study is to evaluate

what are, in general, the costs and risks incurred in the

establishment of a new facility as opposed to those relating

to the expansion of existing facilities.

In general terms, it is necessary to distinguish

between the establishment of a new facility by a company already

in the particular field which is setting up a new facility to

satisfy increasing demand for a particular product, and the

establishment of a new facility by a new group. In the later

case, the risks involved are greater, deriving from the Zack

of knowledge of the market, from financing problems, and from

unforeseen set up and start up expenses such as employee train-

ing, etc, perhaps not provided for in the planning of the

facility. These risks are translated into higher Zabour train-

ing and marketing costs, as well as higher start up and production

and selling costs. As a result, the costs relating to the esta-

bZishment of a new facility by a new group are much higher, and

they should expect to operate with a generally lower profitability

rate than established firms,at Zeast during the first few years

Of operations.
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We must also distinguish between the esta-

blishment of a new facility and the expansion of an existing

facility. As can be expected, and in consideration of what

has been stated above, the costs and risks incurred in an

expansion project will be less than those to be incurred in

the establishment of a new facility. Expansions do not involve

the same difficulties and risks as do new faciZities. As the

facility is already established, it has an acquired production

expertise , its market is already established, and generally

speaking, the planning required for an expansion is much less

involved and complex than is the case with a new facility

where all possibilities must be considered before getting into

production.

In other respects, it is possible in certain

cases that the establishment of a new facility could bring

about the development of more advanced technology which would

be more adaptable to current needs from both a quality and

quantity point of view, and consequently, the operating and

manufacturing costs will be less than in a simple expansion

project. Thus, whiZe the initial costs relating to the esta-

blishment of a new facility may be higher, these may be offset

by a reduction in operating costs over the years. The new

facility therefore becomes more profitable in the long run,

and the effective returns may be higher.
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In summary, it can be stated that, in the

majority of cases, it is costlier and more risk is involved

in the establishment of a new facility rather than in the

expansion of an existing one, be it a simple volume expansion

or a new product expansion. Existing RDIA statistics indi-

cates that the casualty rate has run in the order of nine to

one "in favour" of new ventures.

The additional costs and greater risk are

attributable primarely to the following factors:

a. more complex and difficult planning;

b. marketing of the product (ie: development of the

market distribution channels, advertising, education

of the consumers, etc.);

c. recruitment and training of personnel;

d. acquisition and preparation of land;

e. the construction and installation period, set up

and start up expenses;

f. unforeseen local factors often unknown by a new

investor;

g. costs relating to the connection of essential

services (ie: sewer, water, electricity, anti-

pollution treatment facilities, etc.).
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One must not conclude from the preceeding

that new facilities should receive preferred treatment in

relation to the expansion of existing facilities. Studies

and analysis relating to this problem must be made in order

to determine in specific cases whether it would be preferable

to encourage the establishment of new facilities in a given

area or whether it would be preferable to encourage the

expansion of existing facilities. It is not always desirable

to break up the market between several firms when it is known

that to be viable and profitable, a firm must reach a minimum

sales level below which it cannot operate efficiently.

The implications or consequences of the esta-

bZishment of a new facility to compete against existing faciZi-

ties can be waste and duplication, and be of benefit to neither

the new facility nor the existing ones, and may actually have

a long term negative impact for the designated region.

It would be preferable to determine whether

established firms can develop further by improving their tech-

noZogy, increasing their production capacity, reducing their

unit production cost, improving their marketing plans, etc,

before encouraging and supporting the establishment of new

facilities.
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In conclusion, it is preferable for industry

in general and regions in particular to have facilities which

are operating at maximum capacity and profitability. In a way

these facilities constitute a certain security for the region

in which they are situated, in that they play a leading role

in influencing the economic and social plan, and assure a sense

of continuity which could not be provided by weak and unprofi-

table firms.
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LOCAL ENTREPRENEURS VERSUS

EXTERNAL OR FOREIGN ENTREPRENEURS

It is evident that, to a great extent, the

goals and objectives sought by a regional development program

depend on, and are affected by, the contribution of the indi-

viduaZ entrepreneurs in society.

In this section we shall examine and anaZyse three

(3) principal groups of entrepreneurs as fo Z Zows :

1. local entrepreneurs;

2. Canadian entrepreneurs from outside the region;

3. foreign entrepreneurs.

We shall attempt to determine whether it is

preferable to encourage one group of entrepreneurs above

the others, and determine what are the implications of such

a preference.

As entrepreneurs are the key tool in the impZe-

mentation of a national development policy, their projects

must be carefully analysed and evaluated with a complete

disregard for any aspect of favouritism, sensibility or...
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(cont 'd)

... emotion. Each project must be considered as regards

its contribution to the economic deveZopment and social

adjustment of the region, keeping in mind the distinctive

character of each region, such as its customs, principles,

traditions, personality, and intellect of its populace.

One thus has to consider whether it would be preferable

to encourage local entrepreneurs in preference to those

from outside the region, or foreigners.

1. Local Entrepreneurs

In our opinion, wherevcr possible, local entrepreneurs

should be favoured. We believe that this group should

be the first to benefit from our regional development

program. As these people are established in the region

and are familiar with its surroundings, they are most

likely to be the ones to contribute to the region's

social and economic development. Generally speaking,

they would be more familiar with the region's needs,

problems, advantages, and weaknesses. We must endeavour

to create the right conditions which will permit, the loca"l,

entreprcneur to contribute further to the economic deve-

Zopment of his region and broaden its market range.

They are necessarely the ones who would naturally ...
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(cont 'd)

... respect and integrate themselves with the customs,

principZes, and traditions of their own region. It is

normally towards local firms that the local population

would tend to be more loyal and sympethetic. However,

while these considerations may appear theoretically

proper, we know that in the majority of designated

regions, the inhabitants and entrepreneurs cannot bt,i

themselves contribute significantly to the evolution

and transformation of their own regions. We must

therefore entice firms and entrepreneurs from outside

the region to set themselves up in these regions.

2. Canadian Entrepreneurs from Outside the Region

This group is our second choice. Even though they are

not from the specific region, they do know in general

terms its characteristics and peculiarities, and are

likely to integrate themselves therein with relative

ease and rapidity, while gaining the support of the

local populace.



(cont'd)

3. Foreign Entrepreneurs

We do not believe that it would be appropriate to

adopt a negative stance towards foreign investors when

one considers that this group can and often does make

a significant contribution to the economic and social

development of a region.

These entrepreneurs, as is the case with Cânadians

from outside the particular region, can be of great

benefit to the region by way of the introduction of

new technology and innovative ways and means, resulting

in industrial diversification. These foreign owned

facilities contribute towards the economic stability

and help modify the industrial structure of the regions.

However, these firms will generally have greater

difficulty integrating themselves to the regions and

the local population may not accept their presence

very well. As well, we must keep in mind the conse-

quences of having foreign control over our production

facilities and the possible ensuing long term
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(cont'd)

... negative effect. The pubZic opinion and reaction

of the regional populace could be negative if these

firms do not adopt themselves to the regions, and the

ultimate result will not be in the best interests of

the social and economic development of the region.

We must keep in mind that firms from outside the

region, and especially foreign firms, are managed by

individuals whose decisions and direction are not

necessarily influenced by the same social, economic,

and political considerations, as are those based

within the region, and are guided by an administrative

philosophy based primarely on the facility's contri-

bution as a part of the whole.

In these cases, the utiZization of a company's finan-

ciaZ resources will be centerred around the well

being of the company as a whole whether or not it is

of benefit to the region. Thus, the payment of

dividends, and other inter-company charges, or the

like, attributed to the facility by its foreign

owners will be made regardless of whether or not

these will harm the future expansion of the facility ..
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(cont'd)

... established in the region. What can also happen

is that the social and economic development of the

region can be pushed aside or forgotten in order to

meet the common goal of the parent company.

In conclusion, we are of the opinion that it is

in our interest to invest our monies and resources with

those entrepreneurs who are most likely to help us attain

the goals and objectives which we are pursuing, and give us

a maximum return on our incentive dollar.

As such, we must seek to integrate companies

from outside the region and foreign firms as quickly as

possible to their new surroundings, all the while respecting

the customs of the regions.

Firstly, however, we must strive to develop to a

rnax2mum extent those f'irms aZready established in a region.

To this end we must develop a spirit of entrepreneurship,

initiative, and ambition among the local populace, increase ..
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(con t'd)

... their control of the economic environment, and assure

them the leadership and control of their own economy.

Wherever possible, we must encourage local entrepreneurs

to regroup and unite for the purpose of forming stronger

economic units which would be in a better position to

compete against facilities situated outside of the regions.

It would be desirable to find the means of changing the

attitude and mentality of the local populace, to inject

them with an interest for risk, and incite them to become

businessmen and take the initiative in the formation of

the economic and social destiny of their region.

On the other hand, entrepreneurs from outside

the region and foreigners should be encouraged and supported

when it is concluded that they can be of benefit and

contribute in a significant way to the growth and socio-

economic development of the region.
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RELATION OF GOALS TO DIFFERENT TIME-FRAMES

Even though the desired goals and objectives

are related and interdependent, they cannot all be attained

simultaneously and each to the same degree. We must strive

to attain them progressively, attempting to solve the more

urgent problems first, that is, those which are most ZikeZy

to affect the economic and social recovery of a region and

benefit from the regional development program in a tangible

manner.

As there are appreciable differences in the

social and economic structure of the various regions, it is

not possible to determine individually in a precise manner

what are the main goals being sought and in what time span

these should be attained.

This is an area where one cannot surmise, but

rather, where one must proceed with great care. DetaiZed

research and analyses are required in order to evaluate

the local conditions prevailing in each region.

We must therefore adapt our strategy and desired

goals to the needs and requirements of each particuZar ...

63



... region and modify them accordingly. In other words,

the urgency of the needs of one region will determine what

are the goals to be strived for in the specific region and

what time frame is appropriate to satisfy these.

We believe that a fixed span of 10 years is a

relatively short period considering the extent of the needs

in question. As a consequence, the desired goals for

each region will have to be carefully and seriously identi-

fied and our methods and strategy of regional development

will have to proceed actively to satisfy these as quickly as

possible.
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LEVELS OF IMPACT, MAGNITUDE OF COSTS

AND OTHER RESOURCES REQUIRED

Assessing the Costs and Pay-Offs of
Regional Programs - a Theoretical Discussion

The adoption of regional policies raises a

number of policy and management questions such as:

a. How much of the federal budget should be devoted

to regional poZicies?

b. What priority should be given in the management of

public funds to the various goals and objectives

of regional policies and the programs required to

attain these?

c. What social rate of return is acceptable for these

development dollars?

d. What administrative procedures will ensure the best

use of the funds allocated to regional poZicies?

SimiZarZy, when analyzing regional industrial

incentive grants, the following questions should be asked:

a. How does industrial growth relate to the general

objective of regional deveZopment?

b. How successful will the local area or region be in

attracting additional industry or in enlarging its

market as a result of regional assistance?
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(cont'd)

c. What will the additional or expanded firms do to

the cost structure of the local area and to the

level and composition of local demand?

d. How will local market firm react to these changes

in costs and. demand?

These questions serve to indicate that the

objectives of regional development policy will usually be

multiple, abstract and not reducible to a simple definition

or criterion.

All government programs are composed of direct

costs (manpower, administration, etc...) and indirect costs.

The indirect costs can be viewed as the costs to the federal

budget as a whole (and to society) of supporting a given

program. The difficulty in assessing the indirect costs

Will in turn vary according to the goals being pursued and

the type of programs being implemented. In the case of

regional policy, and hence regional programs, another

difficulty arises due to the fact that "national" and

"regional" policies cannot be considered in isolation from

one another. Because both bear on the regional situation, ..
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(cont 'd)

... their impact and effectiveness can only be evaluated

jointly (1). However, even after allowing for the required

interplay between national and regional objectives and for

the influence of national policies on the regional dimension,

the problem or deciding as to which test or tests should be

retained for judging the merits of specific regional orograms

remains. This is a difficult problem because exclusive ...

(1) It follows as noted by an OECD Working Party on Regional

Policies that "When the general (or national) policies

themselves are pursued with regional obejctives in mind,

the need for specific regional measures is lessened, and

that when the general policies are pursued without refe-

rence to regional obejctives and are the main determinant

in the allocation of resources, the effect of the specific

regional measure will be correspondingly lessened (op.

cit. p. 93)!' An exampZe that comes readily to mind could

be a transportation policy with a rate structure for the

various modes disregarding the special problem of the

AtZantic region. The effectiveness of the RDIA program

could be greatly affected by such a policy.
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(cont 'd)

... attention to one criterion or test to the neglect of

others could lead to the wrong conclusions being reached

as to which program or mix of programs has been effective

or which should now be implemented to achieve specific

regional goals.

It has been suggested in some circles that the

effectiveness of regional policies and programs should be

assessed through a trade-off efficiency curve. The economic

theory underlying this approach is that in many instances

it would be more efficient from the point of view of the

country as a whole to concentrate economic activity in a few

very will developed urban centres rather than try to apportion

it in a piecemeal fashion to several regional sub-economies

where economies of scale and externalities are likely to be

inexistent. The flaw in such an argument is that it ignores

the quantum of space, that is, it is based on the standard

economic theory of the firm where spatial (and regional)

realities are ignored. When space is taken into considera-

tion, transportation costs are introduced in the equation,

and the development and/or support of regional economies

makes more sense. It must be reaZized that economic ...
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(cont 'd)

... efficiency is not the sole objective of public

policy.

Many other tests could be proposed to judge

the effectiveness of regional assistance programs and of

RDIA in particular. It is very unlikely as demonstrated

in the above discussion, that any single test carried in

isolation will lead to worthwhile conclusions.

More and more in government circles, there is

a tendency to evaluate programs through cost-benefit

techniques (1). However, the application of such techniques

to regional development programs is fraught with uncertain-

ties, mainly because the objectives of these programs are

often multiple (2), vague and at times abstract, and subject

to many outside influences.

Despite these difficulties, policy makers still

require an indication of the cost magnitude of these programs.

To arrive at such an estimate, the approach outlined below

could be followed.
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(cont'd)

(1) "Cost-benefit analysis is a technique for improving

the allocation of public funds. It employs an

accounting procedure analogous to the doubZe-entry

bookkeeping which allows a business firm to calculate

its return on investment. It differs from business

accounting in two ways: 1. it includes costs and

benefits accruing to an entire community, region or

nation, not just those accruing to a firm and its

customers; 2. it considers a much wider range of

costs and benefits than are calculated by business

firms, including indirect as well as direct costs

and benefits, and both tangible and intangible (not

priced by the market and possibly not quantifiable)

cost and benefits" (OECD - Cost Effectiveness Analysis

of Regional Development, May 1971, p. 4.)

(2) The Working Group on Objectives, Goals and Areas has

identified 2 general obejctives and 11 goals.
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COSTS OF RDIA PROGRAMS

(ie: specificelmeasure such as job creation)

Direct Operating Costs
(Manpower, Administration ...

Pft

Indirect Costs

(Mainly in terms of additional
expenditures from other govern-
ment programs to support the
RDIA initiative ie: M&I
programs, DREE and CMHC infra-
structure programs, ...).

..

Offsetting Benefits

Such as: reduction in
UIC benefits, in welfare
role, in subsidies to
municipalities ...

General Order of Magnitude
Net Cost per job created

of
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From the preceeding, one can see that it is

extremely difficult to determine what are the costs and

other resources required to carry out and measure the impact

of a regional development program, and only an in depth

study of the various factors involved would enable us to

determine these with any degree of exactitude.

While we recognize that these diffl.cuZties are

a result of a large number of factors to be considered which

are in themselves difficult to forecast and evaluate, we

believe it is important to attempt to establish what these

costs and resources are, and determine what would be the

likely impact of the program. This would allow us to

present a complete plan which would include budgetary

projections related directly to our goals and objectives,

and to the energies we are prepared to exert to attain

these. While this may be a long and laborious exercice, it

is certainly worthwhile.

Notwithstanding the preceeding, we present

the foZZowing tentative hypothesis which could serve as a

starting point in our analysis.

,^ ^,



Impact of Proposed Incentive Program and Cost in Terms

of Resources

Bearing in mind the objectives identified and

the time span for effective achievement of some of the goals,

it is necessary to provide some magnitude of impact and of

the resources related thereto. It goes without saying that

in addition to the aforementioned considerations, there are

a number of other factors which make such a projection a

delicate one to be developed and to be examined only in the

most sensitive way. The roles of incentives to industry

performed by the major development approaches, in concert

with the provinces and other Federal programs, can be

expected to vary from time to time over the next period, as

the initiatives exercised by the private sector will change

as new opportunities and competing alternatives which take

place both within and outside Canada are identified. The

tenor of the international situation can be expected to

exercise an important influence as competing industrial

nations and developing countries seek to reshape their roles.

Accordingly, taking the aforementioned factors

into account and projecting activity over the next 10 years,

(it is assumed that there will be variations from time to ..
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Impact of Proposed Incentive Program and Cost in Terms

of Resources (cont'd)

... time, both of a positive directive nature and of a more

responsive type since the program would be expected to

concentrate more on structural change than has been the

objective in the past), the broad order of activity impact

may be anticipated as involving 10,000 jobs being created

annually on a budget in the order of $100,000,000 based on a

$10,000 cost per job rather than the historical $5,000-$6,000

in recent years. Alternately, if the aspiration for jobs

is in the order of the historical level of 16,000 direct jobs,

the budget requirement would be of the magnitude of $160,000,000

per annum.

Should a more balanced emphasis be required of

directed new industries, responsive industries, expansions,

etc., then the reported job increments would be in the order

of (a) 13,000 jobs on a budget of $100,000,000 at an average

cost of $7,500 or (b) 16,000 jobs on a budget of $120,000,000.

It may be surmised that if a more directive

approach is undertaken, there will be a more progressive build

up over the period than otherwise would be the case. As well, ...

74



Impact of Proposed Incentive Program and Cost in Terms

of Resources (cont'd)

.., it should be emphasized that where major opportunities

are realized and this GDA type of activity changes the

economic structure of an area, the area will become more

competitive, which will in turn improve the opportunities

for realization of incremental activities at lower cost.

Accordingly, it is concluded that since four to five years

is a minimum time frame during which to start to achieve

some significant improvements, it would be in the latter

half of the 10 year planning perspective before the benefit-

cost ratios of general programs improve significantly.

In operational terms, the manpower required to

handle a more directive program can be expected to increase

as a result of the heavier rate of incentives required and

the higher quality of evaluations required. WhiZe signifi-

cant variations could occur depending on the specific

incentives and the method of application thereof, it is

considered that a 15-25% increase in work force could be

required. Alternatively, if the more balanced emphasis

respecting existing industries and new industries were

followed, then the increase would tend to be less - perhaps

in the order of 10-15%.
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CHOICE OF PROGRAMS FOR REGIONAL DEVELOPMENT IN OTHER COUNTRIES

Three types of programs are generally used to

implement regional development policy: (a) stimulation of

new industrial activity in selected parts of the country; (b)

development of infrastructure (which may be either specific,

or involve the coordination of public investment programs in

general); and (c) manpower training, mobility and related

programs. To some extent, these three types of aid overlap,

especially in countries where there is a strong trend toward

integration of regional policy with national economic and

social policies.

The combination of these types of positive

measures within the overall regional development strategy

varies from one country to another. The beneficiaries of

such aid may be sub-nationaZ administrations (provinces and

municipalities) or individuals (entrepreneurs and workers).

Experience in some countries has shown that poor

infrastructure facilities can often offset the subsidies and

other benefits gained by firms locating in the assistance

areas, and hence adversely affect the future prospects of

growth in the areas. As a result, they have come to give a

high priority to infrastructure development. In others, the ..
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... emphasis is on financial and fiscal incentives to industry

and on manpower adjustment programs. In still other countries,

the focus of policy varies as between urban and rural areas.

The particular strategy and mix of programs adopted in each

country is largely shaped by the nature of the problems and

the framework of economic, political and social priorities

and constraints within which they exist,.

In Belgium, the emphasis in regional policy is

on direct measures to promote industrial development, while in

the Netherlands the primary emphasis is on coordinated infra-

structure development. Improvement of infrastructure facilities

is also a major element of regional policy in France and the

United States. Both infrastructure and industrial development

programs play a major role in Italy and the United Kingdom.

Among the Scandinavian countries, Norway uses a wider range

of measures than the other countries for assisting project

planning and development at the local level. In several

parts of the country, state-owned 'cornerstone enterprises'

have also been set up to serve as 'industrial nuclei'. Sweden

puts great emphasis on the promotion of geographic and occu-

pationaZ mobility. The National Labour Market Board's

expenditures on manpower programs have generally been greater

than direct assistance to industrial location. Efforts are

also now under way in the country toward a better integration ...
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.. of regional and national economic and physical planning.
6

A

Attention is also given in some countries to

the development of service sector activities (e.g., tourism

facilities) in areas where there is a potential for them,

and which are iZZ-suited for Zarge-scaZe industrial develop-

ment, mainly because of their remoteness or geographical

configuration. In France, for exampZe, measures have been

taken to provide incentives to tertiary activities which can

generate at least 50 new jobs. The amount of assistance

varies from Z0-20 per cent of the investment involved,

according to the geographic location and the kind of activity.

This assistance is available in the 'métropoZes d'équilibre',

in medium-sized towns outside the Paris area, and in the

areas eZigibZe for the 'regional development grant'. Germany

also provides assistance to tourist enterprises in the pro-

motion areas.

Several countries have also taken special action

with regard to problems arising from the contraction of the

coal industry. For exampZe, in the United Kingdom, a number

of coal mining areas, generally remote from the urban centres

and where general measures of assistance are either inappropriate

or insufficient, have been designated 'special development ...
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... areas'. Additional inducements have been made available

to industry to move into or expand in such areas. Regional

policy in BeZ,qium, the NetherZands, France and Germany also

provide for comparable reconversion programs.

A number of countries are making special efforts

at industrialization in rural areas. For example, in rural

areas suffering from serious structural disequiZibrium in

France, special action is being concentrated on occupational

training, modernization of farm structures, encouragement of

tourism, and the development of craft trades and smaZZ-scaZe

industries in order to ensure the maintenance of a rural way

of life and to direct the population into activities other

than farming.

Certain additional 'positive' measures have been

tried in some countries in the context of regional development.

These include: (a) in GermanU, priority in government contract

awards is given to the 'zonal border areas'; in the United

States, the federal government tends to give preference in

procurement to areas where the unemployment rate is relatively

high; a similar provision also exists at present in the United

Kinqdom's regional policy; (b) decentralization of central

government functions (e.g., in Denmark, Sweden and ItaZy;
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and (c) assistance to centres of higher learning and research

as magnets of location (e.g., in France, Sweden, the United

Kingdom and the United States).

Besides the above 'positive' measures to stimulate

regional economic expansion and manpower adjustment, some

countries have also adopted negative measures in the form of

controls or penalties with a view to decongesting particular

parts of the country, or for obtaining a better interregional

balance.

In France, since Z955, prior authorization is

required for any extension of industry in the Paris area. This

is granted only if the firm can prove that the proposed activity

cannot be carried out elsewhere. Furthermore, building controls

apply to the entire country, and are designed to prevent any

disproportionate relationship between the size of the locality

and that of the factory. In certain parts of the Paris region,

a payment is required for permission to construct industrial

buildings. If an industrial or office space in the region is

freed, then a corresponding grant is given to the proprietor

of the premises.

In ItaZy, prior authorization is required for

activities with investments over Lit. 5 billion which are ...
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... considering to locate in the highly industrialized zones

of northern and central Italy. Violation of this provision

involves penalties up to 25 per cent of the investment

invoZved.

In the United Kin,qdom, the system of 'Industrial

Development Certificates' is used to control the growth of

new industrial buildings. At present, certificates are required

for erecting buildings of more than Z0,000 square feet in the

South East, East Anglia and the Midlands, and of more than

Z5,000 square feet in the rest of the country. The building

of offices is also controlled in the congested parts of the

country (e.g., the South East) by means of 'Office Development

Permits'. However, these provisions do not apply to the

'development areas' and the 'special development areas'.
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SOME RESULTS OF REGIONAL DEVELOPMENT POLICIES IN OTHER COUNTRIES

In most industrialized countries, specific

policies and programs for regional development did not come

into force until the early Z960's; the two important exceptions

to this are Italy and the United Kingdom. In Italy, the major

regional development effort began with the establishment of

the Cassa per iZ Mezzogiorno in 1950. In the United Kingdom,

the history of such measures dates back to 1934 when the

Special Areas (Development and Improvement) Act was adopted.

In general, the relatively short history of

special regional development measures, the post-war cyclical

movements in economic growth and modifications in economic

and social structures, and the frequent changes in the regional

policy tools over the years make a reaZistec assessment of the

impact of regional policies rather difficult. Although trends

in employment and unemployment suggest that the policies have

had some positive results, more markedly in some countries

than in others, it would seem that the correction of serious

interregional imbalances cannot be achieved in the short run.

Furthermore, the experience in many industrialized countries

has been such that the extent of success in combating regional

income and employment disparities depends increasingly on the

management of the economy on a broad scale.
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Although, in most countries, there has been

some narrowing of the 'gap' between disadvantaged areas and

the rest of the country, this is taking place rather gradually,

and more slowly in some countries than in others. Progress

is, in general, faster with regard to industrialization than

with regard to standards of living because of the time-Zag.

However, one consequence of this industrialization in its

early stages has been an influx of unskilled manpower from

the rural areas to the towns; this has resulted in a continu-

ation of the imbalance in the Zabour market. Another aspect

of recent experience is that the rapid growth of the service

sector is adding a new degree of complexity to regional pro-

bZems. Such growth, in so far as service activities tend to

concentrate in the expanding regions of the country, makes the

pursuit of an industry-spreading policy even more difficult.

It is becoming apparent that more attention will

have to be given in the future to the improvement of the social

environment in the development areas since it is being increas-

ingZy recognized that human and psychological factors are key

ingredients of successful regional policies. The general

tendency, therefore, is toward greater selectivity in the range

of special assistance programs used rather than, as in many

countries in the past, continuing to provide blanket incentives ...
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... which, in some instances, have attracted the less

viable firms.

The experience to date with regional development

policies suggests that direct incentives by themselves are

insufficient to achieve the objectives of policy. In fact,

they need to be integrated into a comprehensive regional

planning strategy covering aspects such as infrastructure

development, manpower mobility and training and, in some

cases, restriction on development in congested areas. In

addition, a conclusion that emerges from recent studies on

special aid activities is that, for better effectiveness, the

incentive machinery needs to be simplified, the incentives

need to be better pubZicized, and that changes in geographical

coverage, rates and conditions under which they are granted

should not be too frequent.

When different kinds of incentives have been

used, the effects of policy have generally been more satisfactory

than when such assistance was concentrated in one type of incen-

tive. However, the increasing range and sophistication of the

incentives offered in the stimulation areas in most countries

carry with it not only complex problems of coordination among

these measures themselves and between such aids and the general

policies for economic management, but also a risk of possible ...
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... distortion in international competitive conditions.

Given this and the trend in most industriaZized countries

toward the provision of special regional development action

within the broad considerations of national economic growth

and structural adjustment, such an integrated framework would

be a more realistic one rather than individual, and in some

cases isolated, programs for the assessment of regional policy.

However, the present stage in the evolution of regional

development policy, both in terms of concept and strategy, is

so recent as to make any attempt at meaningful evaluation

rather difficult.

The major results of regional development

efforts in the individual countries may be summarized as follows:

Belgium: Although state-aided investment has

helped create, on the average, some 21,000 new jobs annually

in industry throughout the country during Z960-67, and over

36,000 annually during Z968-70, the most adversely affected

regions, especiaZZg in the southern part of the country, have

not received an adequate share of the new industry and jobs.

Coal mining and other traditional industries continue to decline

and, in severaZ regions, the creation of new activities and

jobs have not kept pace with the losses. In view of these

trends, one of the major objectives in the present economic ...
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... development program (Z971-75) is to create about 40,000

new jobs annually in industry.

Netherlands: The stimulation of industrial

growth outside the western part of the country has resulted

in a relative fall in that region's share of the national

Labour force (from 44 per cent in Z950 to 39 per cent in Z964),

and an increase in that of the southern and northern regions.

In spite of this, present trends suggest that regional

industrialization efforts will need to be continued, and even

intensified, as the problems of the congested west are likely

to grow over the years.

France: During the period of the Fifth Plan

(Z966-70), there has been a marked economic improvement in the

west, new growth in the south and south-east, and a persistence

of problems in the north and east due to the continuing decline

of traditional industries. In contrast, in spite of the measures

taken to restrict its growth, Paris continues to exert its

attractive force.

Regional development assistance programs in

France have helped create 40,000 - 50,000 new jobs annually

during Z968-71, as compared to about Z2,000 - Z5,000 annually

in the preceding five-year period.
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ItaZa: In many respects, the regional problem

in ItaZy contrasts with that in aZmost all other industrialized

countries as it derives primariZy from the historical 'struc-

turaZ dualism' which has characterized the national economy.

Consequently, following the Zimited programs of the immediate

post-war years, there has been a steady intensification of

the development efforts for the South since the establishment

of the Cassa in 1950.

During the first twenty years of the Cassa, the

Mezzogiorno's share of total industrial investment in the

country rose from about Z5 per cent to 26 per cent. Within

the region itself, there have been major structural changes,

e.g.: (a) shift in the contributions of the primary,

secondary and tertiary sectors to the regional product from

39, 27 and 34 per cent respectively, to 22, 33 and 45 per

cent respectively; (b) the three sectors' share of total

employment in the region changed from 57, 20 and 23 per cent

respectively, to 32, 32 and 36 per cent respectively. The

margins of gain in employment in the secondary and tertiary

sectors in the region have also been higher than those in

central and northern Italy.

87



Regional policy in Italy has been successfuZ in

attracting technologically advanced industries to the under-

developed areas, and in providing employment to local Zabour.

This has also had a favourable impact on the rate of outmi-

gration. With improvement in transportation, the Mezzogiorno

seaboard is proving to be weZZ-suited for the location of

such industries as oil refining and petro-chemicaZs.

Up to the mid-1960's, regional policy in Italy

has been mainly concerned with depressed areas and regions.

With the adoption of the first national development plan in

Z966, regional policy became an integral part of it. This plan

included provision for the creation of 82 agricultural develop-

ment districts, Z7 industrial development areas, 24 industrial

nuclei and 29 tourist industry development districts in the

Mezzogiorno. In addition to reinforcing these programs, 30

new urban centres are expected to be created in the region

during the second plan period (Z97Z-75). Thus, besides

having a specific 'regional' content, the present national

development plan also recognizes that the problems of urban

development and excessive concentration call for a national

economic as well as physical planning strategy.
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Besides substantially increasing the amount of

resources for the deveZopment effort in the Mezzogiorno during

Z97Z-75 (more than what was spent in the first fifteen years

of the Cassa), the present development plan also provides

for more fZex2biZity in the assistance programs, especially

those for industrial stimulation. To some extent at least,

this is a reflection of the findings of recent surveys of

assisted firms in the South. For example, a Z969 survey of

some 855 manufacturing firms in the region revealed, among

others, a pronounced preference for Zow-interest loans, cap-

ital grants and ten-year exemption from corporation tax, in

that order, as stimulants to industrial location and expansion.

The incentives have also attracted the relatively large firms

rather than small and medium-sized ones.

An important element in the record of effecti-

veness of regional development policy in Italy is the continuity

with which it has been pursued and the size of resources

devoted to it. However, in spite of the efforts of the past

twenty years, the Mezzogiorno's contribution to the national

income in Z970 was still less than 25 per cent, and per capita

income in the region in the same year was still less than 50

per cent of that of the industrial north, and about two-thirds

of the nationaZ average. Nevertheless, it is felt that, against ...
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... the background of the relatively fast rate of growth in

the region in recent years, in contrast with the more or less

constant rate in central and northern Italy, improved infra-

structure, and the additional resources now provided, the

disparities between the Mezzogiorno and the rest of the

country would be significantly reduced by the end of the

current five-year development program.

Germany: Until recently, the federal govern-

ment's role in regional development has been limited as the

Laender were primarily responsible for such action. The

present FederaZ-Laender 'common task' for the 'improvement of

the regional economic structure', adopted within the framework

of the Z972-75 development plan, is concerned with the

creation of jobs for people leaving agriculture and for

those affected by structural changes in industry, as well

as with the establishment of new industries in the rural

areas and zonal border areas. The planning and programming

efforts of the two levels of government have also become

more coordinated with the establishment of a FederaZ-Laender

'Planning Committee'.

A general idea of the effects of regional policies

in the Scandinavian countries can be obtained from the number ...
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... of new jobs created by the special programs. A large part

of the effectiveness of such policies in these countries is

due to the existence of closely coordinated programs and of

structures to implement them. To some extent, this also makes

a precise evaluation of the impact of specific regional deve-

Zopment programs more difficult.

Denmark: Regional deveZopment programs have

created, on the average, Z,000 new jobs annually since Z958.

FinZand: About Z, 000 new permanent jobs per

year have resulted from regional development measures in FinZand

since Z966. The experience in the country with special assis-

tance programs for industrial location, as revealed by a Z969

survey of 500 manufacturing firms which located or expanded

operations in the development areas, has been an overwhelming

preference for 'tax concessions' as opposed to other types of

assistance. In fact, "some (firms) felt that direct grants

tend to make entrepreneurs indifferent and regarded such

measures as not compatible with sound entrepreneurship".

Norway: About Z,000 - 2,000 new jobs are being

created eacir year through the activities of the RegionaZ

DeveZopment Fund.
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Sweden: The special measures introduced in

Z965 have created about 3,000 - 4,000 new jobs annually since

that year; of this, nearly two-thirds have been in the 'ai,d

area'.

United Kingdom: Recent trends show some reduction

in interregional disparities, both in terms of unemployment

and distribution of new investment. During Z967-70, over

40,000 new jobs have been created annuaZZy in the development

areas. The new programs introduced in Z972 are expected to

yield substantially improved results.

As for the tools of regional policy, a Z969 survey

of 850 manufacturing firms in the devZeopment areas indicated

that the majority of them preferred 'investment grants' over

other forms of aid. However, a 1970 pilot survey on the

effectiveness of investment incentives reveaZed that nearly

two-thirds of the firms surveyed preferred 'free depreciation',

and this ZargeZy because of "administrative simpZicity and

quick benefits to liquidity".

United States: A comprehensive regional develop-

ment policy is of more recent origin in the United States than

in most other industrialized countries, and planning at the ...
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... regionaZ ZeveZ (e.g., through RegionaZ DeveZopment

Commissions) has been under way only since the Zatter part

of the Z960's. UntiZ recentZy, the speciaZ measures introduced

have been ZargeZy aimed at short-term resuZts.

The history of regionaZ poZicy in the United

States shows a continuing evoZution, i.e., starting with the

experience of the Tennessee VaZZey Authority, to the Area

Re-deveZopment Administration's 'depressed area' approach

(Z96Z-65), to the Economic DeveZopment Administration's

'worst first' strategy (introduced in Z965), which has since

evoZved into an approach based ZargeZy on 'economic deveZop-

ment districts' and muZti-state 'economic deveZopment regions',

with emphasis on the 'growth centre' concept. Thus, the reZa-

tiveZy short history of specific regionaZ deveZopment action

and the major shifts in strategy during that period make it

rather difficuZt to assess the precise impact to date of

regionaZ poZicy. As for the future, it wouZd seem that even with

the proposaZs for further decentraZization now being considered

in the strategy and programs for regionaZ deveZopment, the

emphasis on an approach based on the 'growth centre' concept

is ZikeZy to continue in the United States.
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APPENDIX 1

COMPARISON OF PUBLIC SPENDING ON

REGIONAL DEVELOPMENT PROGRAMS

IN OTHER COUNTRIES

According to the O.E.C.D., in most countries

public spending relating to particular objectives of

regional policies appears to have increased, in absolute

dollars, during the five year span from 1967 to 1972. The

figures reported are not always comparable from one country

to the next, primareZy as a result of Zack of information

on infrastructure spending considered as regional policy

oriented in nature. The following schedule is in millions

of $U.S.5 expressed at the then prevailing exchange rates.

(See following page)
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APPENDIX 1

BEL GI UM

CANADA

FINLAND

FRANCE

GERMA NY

Annual average 1962/66 $ 17.5
Annual average 1967/70 $ 92.4
Annual average 1971/73 $ 118.2

1969/70 $ 203.5
1973/74 $ 474.5 (estim)

1971 $ 10.1
1974 $ 40. 8

Annual average 1961/63 $ 40.4
Annual average 1970/72 $ 207.0

Annual average 1961/63 $ 29.5
Annual average 1967/70 $ 54.7
Annual average 1972/74 $ 372.4

ITALY Annual average
Annual average

NETHERLANDS Annual average

NORWAY

SWEDEN

UNITED KINGDOM

1965/70 $ 745.6
1971/75 $2,448. 0

1967/71 $ 38.6
1972 $ 77.1

1962 $ 11.0
1967 $ 31. 0
1972 $ 103.1

1967/68 $ 43.8
1972/73 $ 111.7

1967/68 $ 326.9
1971/72 $ 579.4
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CENTRAL GOVERNMENT REGIONAL DEVELOPMENT INCENTIVES TO INDUSTRY

(AS OF MARCH 1974)

Investment Grant X X X X X X X

„

X X X X

/

X

Interest Subsidy X X X X X
Loans x X X X X X X X X X X X
Loan Guarantees x X X X X X X X X
G t Tran oward Labour Cos

X X
FiscaZ Concessions x X X X X X_ X X X X X X
Assistance for Working
CapitaZ X X X

Assistance for Co ts s of
Moving Equipment T X

X X X X X X
Transport and Other
PubZic Service Concess-
ions x X X X X X X X
Assistance for Factory
BuiZdings and Sites

Share Partici ation B
X X X X X X X X Xp y

the State
X X X X

Preference in Government
Contract Awards x X X X X

Manpower Aids x X_ X X X X X X X X X X X X X X

L
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Al._r^ ------CENTRAI r^,\•t:AC••fvt' Rt:t:[ON

----- 7S)

Ap$TR11

On to 7^, provtdrd the

effective lnterle t^u7att '0
hsldfes

at least 1:•
mav relate o the t.tal
amount of the 1.•an in the

first 3 veara. and to 75:

for the next 2 vears.

At 52 for up to 10 vea
In special cases, 15-year

loana at 1S for ththerest

5 vears and atvear exemption
after, with 5-.
from epaynent. (Loans are
also available to tertiar7

activities).

Cantal aujsldv e^utvalent

In value to the lntrre't

,auh<1dv ( see brlov) as an

altcrnattve.

For uo to 75% of loan
secured fron a orlvate

institution.

ciation.

_----_`-

plve-vear exenntion from
real estate tax on '*uiI41n7S.

ion
and enuforent, exen"t

from the r.aximua 22
anital

registration talc on c

to establ'CCe^iratedndenre
conoanv;

Cnvnn^

Üp to 25Z of c.,pttal costs

and up to 30% of wagee and

salaries for 1 vear (subject
to the overall cefllnR of

$30.000 per direct j ob zrentei)

for new plants and new vroduet

expansions• and up to _JZ of

cpaftal ccsts for modern-

iz3tions and norcal ewranslons.

For up to 90% of the advances,
orovided the amount of the loan
is less than 802 of the firms
investment net of public
assistance. Loin suarantees
are also available to certain
tvoes of tertiarv activities.

Taken into account in the

calculation of investment

grant.

Cranta and loans to orovlnces

for tommunltv inrrattru[ture.

Cranta and loans to nrovlnces
for industrial oarks.

Available ( national nr:Rram).

o Tra1n[ne, and nohllltv srnnts

Sncrfal trifeltn pr
a nte (un ( national nroaran)

Snf Of vnees)
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N T_ _^A L _f0̂1 I

^^ _1P _.
of lnct,ntLve

1t'e.
tuent Grant

I
"*rest Subsidy

L" tka

t,^"t Toward
04r Cost

t1at
"I Concessions

'tn'tance for

^z
Capital

t4uce for Costs
40"Int equipment

D 1: N 'I A'Q K

III, to 252 (If ca,ital Costs.

Up to 907 of c,1PItsl

costs. (Net of

public Assist""

e

a
t

8

b-Ut 3Z below

market rate, vith
5-year exemption
from repay^ent.

For working capital loanso
for up to 5 years.

Working caoital grants

are available On a
I anselective ba

5 e 5; alb'o
gu

a r ante ^s (s e

Grants to cover t he cost

Of moving industrial and
5erv ice enterprises (and

key personnel) to 8
development area from
other Parts 0 f

the countrv.

11Port and Other
it, Concessions

N L A Nn

r.1ven on loans for UP to

602 of cAnital costs;

.,ub91dv could ^-c un to

I()Oj of the IntercAt for

the first 2 venrx, And

u, to 5nZ for the next

^ears.

Loans (at market rate)

for up to '51 of total
investrent cost-

Free derreci3tiO" for 10
vears; exemption from

inco, d nrn-ercv "Kat Iona n. e
10

of fI

e

d
assets for

vears following their

.ccUiAjtjon

Subsidies UP to 4nZ of
freight charges for trdan5-

porting I"

d

u

s

tr

is I
ro ucts

from develon.ent areso

depending
On the ode Of

transport and distance.

dies to
low-interest loans30-year,

for
0 for to m

unicip.liti's for
sale

a 'Y Buildings
factory building

Sit's or lease.

articipation^11` th S
tat*

- - -

Contract

4 00
"er Aid&

Training grantO,

Interest-subs 'actorv
runicinali"05 for
buildinvA

;

assistance for
building Industrial estates'

IzrAnts

0 c 0 m

. e
, s a tTrâlninit

e
firme

and 10-1ne t Inexne-
for emplnvmcnt Of
rjenced labour in de,elOnment

41 r e A a .

APPEND11 2

F r A NCE

Un tr ?5Z of carltAl c,,Atq,

for -ccn-d&r^ 1^d-str,, nj

. n

t
0 291 7 0 f c a r t t a 1 ç ^, A t A

for tertiarv activltle%.

251 denreciation of co3t
of buildings In the first
,car: 502 reduction of
canital gains tax on Kale
of.dev:lo^:,hle land; reduced
tr n s f r t .

UP to 60% of cost 0' remol'al
of ejuf^mfnt and nersornel
fro-1 the ^aris region, pro-
vided the Industrial b-^I Iding
s,sc, vacated is at least
5no so. kr.

Subsidization of cost of

enerrv. (e.g., natural eas.

electricity).

SubRidv toward cost of land.

Up to 35Z of total invtstment

for a maximum of 15 veirs.

Training &ranti to firns
locating In the provinces;
mobility grants.

Up to 11) of total Invest-

ment Indu:trialto e^cour a Re
n and rdece tralizatto

construction, at 21 below
the mar^et rate.
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uruAl. t:^,VrCx°rNT ul.,:^^,atl. nf.t.tl„ ,•^-^r _t[:crr;rt^,t C 7^_
14nl^eTy•.

- - --- " (As nf `!nr^_h I-n74)

^)Pe of Incentlve
f.CRNANY (F.R•)

4,8 talent Grant

lter.8 t tubsidv

uo to 251 of capital

costs. _

10-,,a, lcans at 342 Sn-

terest rith 2-vear exenn-

tion
from renavvent (max-

lnum slze of loan: 102
vear

[o[al investmcnt):

loans at 6: ( naximum slze

of loan: 301 of total

Snvestaent).

For up to 90Z of a loan
(and to a maximum of

lOCuarantees DHS o111100.

4,
4)ltltTCostd

^tt+l

V1 41

1(aCapital

tt
l+tante Costs of

Fqulpment

1

^lport and other
tttsioe^élce

Special deprecl[ôi50Z
provisions (up

for eaulp=ent and 30Z

for buildings) in

eastern border areas.

Freight subsidies to firms

in eastern border areas

Available In eastern

border areas•

Rcimhurnc•ocnt of vaRes and

socfal charF.''^ durlnR

training
acrlod (maximum

)0 vec•ka).

I RF.I.AYIt

On te 502 or cnnltal cnwta

for major tndustrv, and

up tn 60: of ranital tn.[s

for snall lndustrlcF: un to

35; of lnvcatnrnt for

nodernlzatlon.

Avaflable, but it is not

a najor nrogram.

Avallable but It is not a
major vrocram

15-vear tax-exenntlon of

oroflts from exnorts or
manufactured enods: exenntlon

of lmoorted riant and
Omath -

from duties; S

cfatfon and 202 investment

allowance (i.e., 1205 write-

off) in the first vear;

reduced tares on land, build-

ing and invcstment in enuin-

ment.

Low_cost factories and

sites: 95c1itMnc! (Ot

houslnR for
kev nersonnel.

-----
chare nart4cination In the

canltal Of a t[rm

TrafnlnR Rrnnto tO

flrma•

Tr.^'ntne orante ( nnli--inl

or nrrnn).

99
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vezznRforno.

APPENDIX 2

I TALY

Un to 501 of capital

costa.

In to 5f)Z of fixed lnvest-

mcnt, and un to +02 of

lnvestnent °or raterlals.

Loan nerlod 1s 15 vcars

for new olanta and 10 vears

for extensions. Tnterest

rate varies froc 3-6Z denen-

d1nR on slze of fnvest -ent.

30-vear exemntiou Nor tax on

nroflts; un to 502 redactton

of transfer tax• un to 502
reductIon of consumo[1nn tax

on electrlc nover.

Reduction up to 501 of freieht

charees for trancnortlre
enui••ment to the wezzorlorno

and for transnort of flnlnhed

oroducts out of the

.ezzoRforno.

Governnent denartment•. nubl'e
enternrfses and entcrnrlnes

.1 th State nartlctnativn are

ohllRed to re+er,e 307 of
their sunnlv contracts for

entcrnrlt•es In the "czrocinrr.o.

Also at least 402 or nFV 1nveqt-

mrnt by nubllc aathoritle•

and gnZ of new lnvestrent he

connantes with Stnte nartlei-

natlon must he -de in the



APPENDIX 2

IYPe of Incentive

4ptstsent Grant

4t
ereat Subsidy

^tr
Cuarantees

:ttAt iovardJ1
5Ur Cost

CENTRAL f.f1VF:R^_I'N7 R_F(.^% ALh!l'i,- 1^^1 1NC1'NT11't'c 1!^._I\Ir1aTVv

,IArAN
^-- N1:TIIf.CI.4\ItS

Un to 252 nr cnnltal costs

for n new nctlvitv on" 1S7

for rxtrnnlone. Grnnta un

to 257 or inv.•at q ent are

avatlahlc to tertlarr

actlvitleA.

NnRI.'AY

llc to 351 of carltal costs.

3-vear loans at 741 for
.1, tr 801 of lnvestment.

sl Coneesaions
Accelerated deprectûiôon

of buildings and eq
ment; reduced local taxes.

It

1q,tance for
Capital

Ih
stance for Costs
4oving Eoulpment 3-year

loans at 81 to cover

up to 50I of removal coat of

equipment.
n-

Lrants to local gover

and Sites by 1°t81 g corporatlons•

1 \

ments and commu{pCé^tlonr

1 nvironmental p
^IshlCOrt and Other e

fac111t1es
as necessitated

4tess1onslct by new Sndustry.

arks;
subsldlzatlon

Industrial p loans for
of 22 of interest oarks

tt
tÂ participation

e State

I^I f
yl te rence In
lltrn1hent Contract

d^

1pover Aida

development

Training grantf (national

program).

Un to 3- ner annum frr a

maxtnum nerlnd of 15 vents.

For loans at market rate,

and for un to 15 vears,

with 5 vears free or

redemntion.

"edlum and long-term loans

at market rate.

Avallable for loans at market

rate.

Accelerated de^reclation on Taa-!ree deductions of uo
1/3 of the bulldines; oro- [0 501 of taxable 1nc°me,
vision tor of`+ettlnc losses In

the first 6 vears aeatns[ later
for ^urooses of Investment

nrofits for an un11m1ted neriod.
in develooment districts.

Grants to cover cost or

movlne (from a develoned to

a less develone.' district)

of machlnerv, e^uinmcnt and

oersonr.el, as 1.•ell as losses
caused by interruptions of

production.

Grants un to 402 of transport

costs incurred hv manufac-
turers in develonment areas,

depending on distance involved.

Industrial estates - Sn-

dustrl,l land and buildings

for sale or lease.

Shâra °artlcina
ne'

or exlstlnq estahltahmenta
hment of state

or estahlis

cornorations. __-

Training grants availahle

on a aclreldse t,
51

mob111tv
(anrllcable

nntlonallv)•

For new enternrlses and re-

lncatlon, grants arr ava11-

able for sages and living

exncnses or inscs(or
kev nersonnel) and 5o2 of

vaecs or vorkcrs for un to

3 montha.

zoo
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_AA I___

(A« or 1 -70

f Incentive S P A I N

^-ta
i eRt Crant Grants up to 201 of capital

I-- C 0 11 t a -

".
t S baidy

- - -

--L.7

Long-term loan' at low
Interest.

c;"l r)f.\,

APPENDIX 2

t: N T T F. 1) K i ^ rn,,-

u, to ?2! of caoItAl -t- in
107. of caol t-11

develonment areas. and un 2111
,t,: n to ^57 in r-C"o-

tionAl cIrcurl.tanreq (in of cr " t of industriAl buildings

the inner Aid krc.i on].O. onlv In "Interned!atv ateallt".

Avnil3s,le on a selective

basis.

AvIll'i'll on the ct-littion.

that tile sun cl loan% and

investment grant- does not

exceed 2/3 of the total

Invef,tmPnt
11nder

S,,Clal circurqtance5. lonns

mav be intere-t-'111 for

3 venr^ , wj th a 5-vrar

,x,mrtion It., r,--ent-

Avaji,,hle for loans for

working ca"i^81,

Available on a selective

basis, and at lower that

market rate when addicicnal

enrlo,ment Is created.

Available onlv in tv)e Toner

Aid Area to firms receivInR

location aid increases in
,le,ment. Yr the incrrase

I, maintained over a 3-ear

neriod. he .^sidv ,o.ld

a^ount to cKr. 17,500 oer

,plover.

11
^Olltesslons Free depreciation for the

first 5 vears; exeOPtIOO

from duties On imported
machinery and equipment;
reduced income tax and
real estate tax-

41

14tt
for costs

1 ^Julpwent - - -

t
and Other
Ic

4,
,

Or's
.

1^lt .t, for Factory
and Sites

Id,
Training grants (national

program).

UO to 40Z of re-tax annual

orofits na, be ke,t with
I

the

1.vpstment R,^,r, Fund. *hen
the funds are aut horIzed for

use, Ehev are rxe^" from

income tax. An additional

tax deduction of In 1 0,

the funds used
is also ovail-

a b 1 e -

Loan guarantees (see
above)

Regional Employment Prealum:
maximum of 1.5 p r week per
employee In manufacturing
under ta kings in development

areas
*

(This scheme Is
being phased out).

Free depreciation of Invest-
ment in plant and machinery
and 40Z write-off in the
first year of In-stoent
in buildings (applicable
nationally).

I costs Of
,rts for renovar
enternri,,s which move their
sctivit, to a loc.11tv -Ith-*

in the central Aid Area.

of un to 357'
Subsidization for bring-
of f,,IFhc charpes

Ing, raw materials into and
finished or "rocessed goods our

I Aid Area, de-
Of the r.enera

oll,ed.
tendinp on distance Inv

for A morit".
Training rramE

I
"t

or more in or' , on

st.
the in the

S

jon of en,,r,,r : ,hllltv

,,,,,at Aid Arts

grants,

Gr:n t 5 for 802 of cost of
tr nsferrinR Industrial un-

dertAI(InRs and kev ner-inel

to .,1pred areas; also erants

for housing Of sucN ners^nnel.

7ndu%trlal estates - sites and

factories for sale or reit at

^arket value. For manufac tur-

Ino Projects providing aldi-

tional iobs, rent ^Av In

certain circumstances, he

.alued for 2 vears.

Available on a selective

basis.

Available, but does not
involve "rice nteference.

crania to Jnduntr%^ for

trainifir workerg for add!-

,jon.) Inh. in as^I,ted

.re.9: l'l-billtv side.

I

I
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-_ CO\RN>rI:ST REG1^1l:\1._I^t_V1 I,•••,VT 1NCF.^f1,-V:S
\I+V-, T4,

CENTHAL
Ui/

p?:ITEP STATES
to( Incentlve

Conceesions

'i^^^oce for
capital

,
e

for
sV1ngEqulpoent

y!^^tt and Other

rtsp^icelo

Factory

'tIse and
for

SitesAs and Sites

LoM-interest (up Co 31
lbelov market rate) oans u+`

to 65 oi capital costs of

manufacturing and service

actlvltles.

For up to 90Z of vorking

capital loans

Loan guarante¢s ( see above).

---

Itp4ttlcipatfon
State

lrr^^ce In Gov't
Frloritv Sn governme^t

ttt Avards
contracts

Training grants ( national

program).
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GENERAL INCENTiVE PROGRAMS (FEDERAL)

HÎGHLIGHTS OF GENERAL INCENTIVE PROGRAMS

I'ROG RA;•f

CANADA
DE V::I..')i'DIF.i`iT
CO>Rl`ORATION
(c1,C)
( + 8'.,100)

DEVELOPMENT OF
ï.f^^?v:^ E^IErT
CO^iTtSi.S
(f 80,')^_ ^

CANADA
_,1A\I'CV: ER
PR'^GRA^IS

Fb.Di;i? 1T,
ïa" EJ
DE V ELOPD.EFT
13 ^N \Ii
(f S1.00n)

EXPORT
D-t:: LOPMENT
CORPORATION
(EDC)
(? 3^.8_n)

PROGRAM FOR
EXPORT MARKET
DEVEiAP^IEVT
(PF, ' lD)

c^0.41C)

PURPOSE
EXTENT OF

ADMUNISTERED BY ELIGIBILITY ASSISTANCE

N/ATo provide Canadian Publicly owred V/A
equity for the develo;:ment
of Canadian resources

To help de^clop manage-
ment retraining eourses

Department of Industry, Non-profit professional, Grants of up to 100% of
Trade and Commerce industr, busiae-,s or costs of developing new

managcmcnt assoeiations courses-r aximum of
$s 0,000

To increase productivity Department of Manpower
and reduce unemployment & Immigration

Employers and employee Direct training costs are
associations normal:,; reimbursed for

off-tiie-;:21) training.
A n^;;ot:cb'.e percentage of
trainecs' wages are
reimburscd

OTHER
COMMENTS

Not an incentive program

To provide medium and Depattr..ent of -Industry, Almost every type of No li:rit on 4erm loans. Replaces the Industrial
long-term financing to Trade and Commerce bus:ness FP.I)B can a-n take Development Bank

to improve productivity Development Bank Canada
and pro5:abi:ity

cormpanie> vnalae to equity positions
borrow rcasonably
elscw^ere

To enable small companies Federal Business Small businesses all over One third of CASE
counsellor's daily fee of $30

To ir<^_re forci,-n trac'.e Export -Der..lcpment All corporations carrying ( 1) Insarance for export
receicab.cs and foreign Corporation on business in CanaLa recei-:abl^s
in.•es'ment (2) Lone-term export

financinF: by purchasc of
long-terra receivable from
exporter
(3) Insurancefo.-
C^nadian investment
abroad

To enhance the export of Department of Industry, Canadian corporations 50-_0 sharing of costs of No repayment if project is
Canadian products Trade and Commerce with potential for cuiicitic., export orders. unsuccessful-Export

competiti-:c performance re; ayabic only if exports Consortia eligible for
;n forcign markets are arranged as a result special assistance



APPENDIX 3

To pro!il,,te the e-,Pult Of xl!wt (:111:11,111tivs
, -Cer^, ]:;,] i!ll^ I: ^ i, "o-c I (I r

)^ j , I ;,^ ,t I I I to' I I Y, I t i C i ]M 11 t SCa:;-hall wodtlcts ^""' j "I li^-"I' ^'
services C-I!r1Iv:,c

'jo 11011) w n,&xtomr,
ad,pt I^l IIIT )It

to a-i^L
lllamlf^^cimcrs to tAke
zldvalllx^x, of new
0111101tolflitiCS

-- ---- - I, I ""! c ( I", it, o ( I-imblirsed lilt s
cc I, Iliell (1) G".:.,;! . I

f, , , II-I .... I ;III,- to,
p:ty f,e, of extei-nal lilco!jle Tax pulposes

on I
cts, ai'd "110 ok.,

C.oTll;rlc
I 1;i^de to ,!.I io fil Alwing Loalls

flo:.l utlIV1 soillc,^^ oil

reasonable t"MIS

1
l'O Tu improve Ille P.rOlluc-

tivity oi Co-llpllllc$

C* I,-kdi'aaof lndolst,y,
Trwl,^ and Co-Inel" ;Ictl, ely C,w li^, 'I

to 'I 111AXiIIIIIIII oxpetiditures
of ',^50,000 riot eligible

i"'t1h;tioll Cl,
'o:,pojAi,-jl i" Canada
C. Id ic C!'gible for
as,i,tance

Ci,,, cm puratiells NVIIO
,I^e ;,I& to ca, r) Cut III(!

f)

oj
cct on it financial

asis

Course, Olj^,:c If 111-ign ako
(2) D-iIill sell(i lik"I"Ps over,ec., MAV mi,i (lie

feli )I-Inps FaAiion Dc^ign As^istaiicc
(t) j),jgl^ CInida Program
A %va, d i

To improve PrOdUct Icslt^rl
in calmd- "'I'l en'llre Del"At'll'Ilt Or Indvstry,

I Tiade -till, con""""o', 'I'Jity of (!"i,j t"I'llt
in Canada

o ImproveC
(;'TRI NL otnalily Of

Tv^--de all'i C0111"lelce
anadiall P10(itict d"'I'"

%,%CE
(IDAP),06)
--

^JL ^Tl, I A L To encou ra ge scient i fie
1^ "%C I I A N D research
4'Ll ) PAT E NT^`N V li-S A M

^A'I FOR To elicolir^I.L,^c sPecific
'^'!!`.NT rCsc;^rCh Pluiocts

f ind-t, ial dei%ign Compony's qhi,ic of IDAP
Co,tN dc(lucilhIc forul^)vratwllill Costs Inconle Tax plorposes-
Co:wvntiation i, on
short-to,im i^ioj I s

C;,,,,t If 25% of Capitil This proglaill ,ill not be

(^IlLotiitl!lCs "I'(' (ort"ill maling I^imots fur any

Coll I 01t C\PCIIdittjI." iod ;,I wr Ike. 3 1, 1975.
it J) 1:,, Acttl,w0l"Icillaill to

pe mit
C no

10."'Illellt
widil Oi j,"a, I is made

'1' 110ratill",
J)Cparlment Of Jn(III5t`y, In i'lid
Trarle and Coinineice cam-illir, c3l I'Lls"'C'

in Canada

Department Of Ill""st"Y'
Tr jc^e and Colli'lle, Cc

ilicul porated CI't lit, t') 50% of
'o';'l 'u't japploved

in Canada R & j) espenditures

al Research Cot"Icil Corporations incorporated
;'^ITIAL To encourige 101194cr Nation in Cnada
i, %Ilz c. I I applied restarch

, ^^'^A h t

,9.111 (IRIP)

C. r.I No), *4t4 -OGY

q 'Al

) VLS ACT

EXTENT () F 0It H ER
VY C( ) 1.1 M I-.'NTTS

ADM I N IS ['1`11EI) It\'
vul,l,^ )SE, - . "Ic"ICanadi:,11 1, 1 , u ( : I I ^, [,.^ .

I" ^,rt (i p ; and cw t-

PURPOSE'

To assist Call-li-l"
,n, i .... it jes to midertake
mitract rc.^earch for
indolstrial clients

-r. Z-i^L i'lo;,ran" of
rc- I 1i to
i-It"t, i., I I.Ceds

'l'O t^t;I1Ji^ Il. expand or
lI10.1,111i'r 111.1ilwactumig
or il, slOw
gi-olvtlà ircas

Tn
l,II,ioocs^ to
rspand in
de,clopin", C.IIll,Iics
of the %, or id

13V

(If Indlisti.Y. Cam

Trade ant[ CO"ll"clee

J)"'JI-tillellt of

'riad, air,] Colllnl`^"c

ullolIlle

Illoiv,l joies ind

oflier 11, ^4IIIs Ilitit

or
tmol. till

"l;

to that time

III ior ;tpproval of all
v,pewliwics is a condition
of eligibility

C".t:lt of ^Ip to 50", of Griulti relluce Cut I^Ilt
(If 1, & 1) C, pe-litwc, :1:.,l

(If eel tilin Ih,: Ip it'l Cr^A r't fi^!A
Il"(I assets ;u'i.-ts fcl. Income Tax

purp, A I'(
Collip.mics Imly C( .... hin, to

F. x 11, E NT 0 le OT I I E H

Gi:illf.; (0 C(,%o-r the Ill.., t

t 1),
cCos[, .f providillif. this

I) III- Ul 1.^ I'Vice

S,Ipport % ill be pro, i'l"I
for formatioi, of
i,do ti ^, re^ earch
;,,^Oci;1110114

ta the costs Fivo, ceillr(s aro-
and pit Ille pre.sent tivie

01,
Craiil-i' il (-entre

Grant for il Pclceqll^Wc Of arc ilot boit

1 (Illuit, 0IIII tu ili, c,teiit il,( y ro 1 lte
il ci val, 'l. 10 ^ file

ille .1110 câlotal :'A çur
illail.0-ic il w , , Oval lit all

mm"I'dol y

il, joint iciitt!re
Co, 1 'l'a; ing 0,, ild), ropo,alb
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S,r3[-Cji--1C INCEINTME: PROGRA!"AS (FEDERAL)

HIGHLIGHTS OF SPECIFIC INCENTIVE MOGPIAMS

PROGRAM PURPOSE
ADIMINISTERED BY

P,QIJI P74 ENT
^C(A,ss() 1, 11-,
4ND NIA.T1.'IZjAI_1;

8661ZAM ^IIEAM)5
065)

jl^CENTIVE
C, fz ,o I S

i 6F 60
85,500)

N'ORTHERN
^IINI^ , R j^:I,
At'S l'LORATION
Sll^j STANCE

i'ROGRAM
(185,285)
I- - __

l1lARNTACEU-
"ICA) INI)i'STRY
0P,VFi CPM 1^'NTC E,
"ROGRAM
tl 85,325)
I- - __
hTALL BUSINESS
"DANS
(I E5,360)

^11 IPBUILDING
11\111.71;11,101
'\^'IISTANCE
R()^,RANI
185,090)

PIZ()'GRAI%f

1 ^4, N A 1) 1 A N F I T,'^ I

^`IZPORATI&'N
tM)C)

85,525)

ENCE17
F^DITSTRY
^ (MuCTIVITv
(jMGRAM (DIP)

85,160)
__:L_^

DR-qi(-,-\T
^AgSISTANCE
QkOCRAM (FDAP)

85,390)

^fj
^A ^ITW7'AR AN 1)
1^, NINING
^41 ')USTMES
^ )AISTME,^T
(40GIZAM,
18S.450)

kj,^
!^ CITINrRy
,^l GRAM

^ .11^,Cll)185.250)

^TOCMANT TO

A"vl:l - 0i'm 1. 'N I
I)T-,Nl()N-
, 1, 1 0 N 0 1.,
.11' ION

TI". I ENT
1. c v

To increase cff,,c:c,,c-y and
prodiictivitv ill flic u"nu-
facture of b'uilding
equipment

aid both conlPallies.andTo
individu-tl^ ill esiflorMIO!'s
and development a^tivitlc
in the Yuk(,;, imil North-
west Tex ritovies

To stimulate interest in
northern ulinclal
exploration

To improve efliciclicv of
Caracliaii pharmaceutical
colillyallics

To help sinall business
entei pr

. ses obtain
term credit

To provide i,,ccr)tive for
Improved rcriorl"all(T t"')
increase prodlictivitY and
efilciency

PURPOSE

To foster and promote then .,
develonine f a fetuie
film industry I,, Canada

Sustain technologicalTo
cal, ability of Call,"itiall
defence industry

To incre-se tile inter-
rat ., onipetitivenessjoll-,I'c"
of Calia,lian apparcl,
tcxtile. leather .113d
footwear industries

To encourage films ill tile
footwenr nnd onnin,-
industries to acccler:llc
lleccsary .1^1justlucl,ts it,
their operatiun' to-, w.ble
them to meet'jilteinational
competition

To simplify tariff treat-
invia of imported
machinery

To Stimulate the clcvel,,P-
ment of I ... !Iillion 211^-lc-
ni,iit teclol-lo.:Y v l'i( 11
will have m We aviflical i(11
ill Canada

Dcp-triient of Industry,
Ti ade and Commerce

ELIG1131LITY
EXTI,N-r oi,
ASSISTANCE

This is not a funding
program

OTHERCOMMENTS

-mient of India7iDcnm
Affa^n.^;inrl Northern
Development

I)ep,irtment of Indiin
Affairs and Northern
I)cvclopTnent

Pliarin;tccull-I industry
Advisory Committee
( wpaitinent of lild"stU.
Trade and Commerce)

Department of Finance-
Guaraniced Loans
Adinivisfiatioll

lkilartnicrit of Industry,
Trade and Commerce

ADNITNISTERED BY

Department Of tile
Secretary of State

Departilient of Industry.
Trade arid Coninnerce

Department of Ind"Stryp
Trade and Con'llic!"Ce

Gen.cral Ad^,istmexxt
Assistance.toard

C e t of Industry.
(1) Commerce)Tra( e and

Dc t Of ruchl'tly,
ccde and Conlinef

r.rivironment Canziola

Not applicable

Individual, and conivanies
contributilig to dic devel-
opulent of the North

Canadian companiLsationstindel taking ex"I"T,
in the Yukon o^ N.W.T.

lies incorporated illCorkipal
Canid;t in or projyo^iii,,^ to
enter tile pliarinaccutical
field

Canadian COnlp;LTliCS With
gross revenues undcr
$1,000,000

-qiipbzlil(!cr nizisl he a
Canadian Citi-11 or ;I
Co ipany incoillorated in
Canada

ELIGIBILITY ASS

Canadian feature filinsand
C; vadian fratus C fill"
itir'o'ductions

Ccj^ipaxxses incorporated
in Canada

Canadian fashion illdt's-
tries and Canadian filshion
designers

Canadian footwear and
tanning firms ill e^istcllcc
oil January 1, 19 74

Canadian importrrs and
11'allufactur'.1., of
machinery

canadiall c"D111:1MCS
d",drilli ""I
stiat- , I,l,j,ui,-ut or
tech ullury

(1) ^,oaol and rtso-illice 1-I'll'illilitv Ftlid;v,are
all port com-sh-aring cliiibl,, for 1:uaticiug ill
a^ai,.Aance ,orne cases

(2) Prospectors' grar.ts
(3) Small business loars
(4) Northern Explcration

Facilities prograrn

Up to 40% of approved Grant portion ofa^sist,,nce
exploration prograin taxabl^
expenditures

Direet teiiii financiiw at

APPENDIX 3,

Assistance i, jj;lil,I)je f,)r
going rates of interest mergers,in

ell and-Arketi'll" re^cal
manufacturing

Government guarantee of All loans must be secured
loans to a maxinium of
$50,000 by an approved
lender

Subsidy of 14 % of This propi.nin
of costs of vessel. Ship Cov:r,,,:ti,,;.

pp %
^libsoi^^,', to he reduced by
17. per year to 8 Shij"-IIUiI-Ji!-

As^istance Pronraiii

EXTENT oi,
ISTANCE OTHER CO!MIE'.\-j,,,;

ri,itand awirds A separate st-ctioii oil illeLoaris, g
for production. Cost program is &^igiir,j to,
sharing a^ailablc for assist Im -budgilt

Vpublicity piograll's productions

Cost-shnrirl,- of up to 501,0 Income ta.^- trentnient is
not clearly definedof curient and capital

R & D expenditures for
defence-oriented R & I)

Bursarics Fashion/Canada Also sponsois conu%icr-
awards orient(A awarenc:^s

prograilis

itir, of up to 80% ofSha
otitside con-illant's fees. espire at end of 1978
Loaii^ oil a lender of last
resort basis

Program schedid, d -o

(I) Tn:-ilf protection a camulim,
Ca wdian ma, hinery Fit-luld advi,c tho, I ). 1, rt.
mantifactuicrs im^nt of their nimmi., tm,

(2) Remi-i('11 of tal-iff if
like Inachincl ^ is not
manufactured ill
Canz^da

Nevotiable !cvel of WAT conto- lets
t'lil,gWA t,'in :myI

"Jil'i'lit I"
availablo to '.11w, Cal"."li.in
busillesse,



PROVINCIAL INCENTIVE PROGRAMS
HIGHLIGHTS OF PROVINCIAL INCENTIVE PROGRAMS

EXTENT OFPROGRAM PURPOSE ADMINISTERED BY ELIGIBILITY ASSISTANCE OTHER COMMENTS

AT.P,ERTA To promote the develop- Alberta Department of Manufacturers and Loans and loan There are no forgivableOPP.,RTC\ITY ment of resources and Industry and Tourism processors guarantees, business loans under this programCOMPANY diversification of the management consulting(5 90,('00) Alberta economy

I3RITf SIT COT.L'MBIA To encourage industry to British Columbia Companies resident in Cost sharing of Trade • Assistance will only lieI ) I.' PA !?'1?.f E\'l' OF espand fonvign trade and DePartnicnt of Eco- British Columbia shows, tradc missions, grantud once a year uwtderECO ^%O>I I C to investigate matters of nomic Development market investigations, any given programDEVF.LUI'.IIEtiT economic importance it;coming buyers,
(f i0''^t^l fea-?,iiity studies. Advice

a Tid information is pro-
vided to small businesses

TFRITISH COT,ü:%IBIA To encourage and assist British Columbia All types of business Loans and loanDEVELOPMENT the establishment, expan- Department of Eco- enterprise including guarantees,equityCORPORATION sion and coatinued nomic Development agriculture and touri^m participation, leasebacks(BCllC) ?p ration of industry
(? 90,350) in the Province

'MANITOBA To attract new industry to Manitoba Develop- Manufacturing and Mortgage loans, financial Lender of last resortDEVI:LOP`IF.VT Manitoba and expand ment Corporation processing inditstries- and managementCORPORATION existing industries Tourist and recreation counselling(Al DC) facilities(i; 90,9;0)

PROVINCE OF To assist in the ;rotcth of Manitoba Department Manitoba firms en,^aged % of the cost of a project The initiai special incen-A1:1 ITr t li.\ "Manitoba industry of Industry and in production, processing, $20,000 max. to any one tive is ?/ of first $2,000 ofINCE^TTN ES Commerce dis.ri'jcitivnor specialized program;$30,000max.for total cost. 'A of nextTO 1 1>[- =T RY construction any combine(-' programs $3,000 to total cost(i, 91'l 110)

CO:ti\IU\ ITIES To provide fands for Manitoba Department Small, locally owned Loans and loan guarantees For businesses in remoteECO\ O"ITC business development of Industry businesses engaged in in respect of land a nd parts of the provincellE\'ELUi".IE^ T in rural Manitoba & Commerce manufacturing, tourism, buildingsFli^ i; or services(^ 91,2 0)



PROGRAM
EXTENT OF

PURPOSE ADMINISTERED BY ELIGIBILITY ASSISTANCE OTHER COMMENTS

NEW BRUNSWICK To assist in the growth New Brunswick All companies wishing to Loans or loan guarantees The Corporation also
DEVELOP^IF_\T of New Brunswick Development establish in the Province administers three
CORPORATION Industry Corporation or existing companies industrial parks
(191,400)

NEW BRUNSWICK To assist in the develop- New Brunswick Available to all new and Loans and loan guar- It is necessary for a
INDI;STRIAI, ment of New Brunswick Department oi expanding industries in antees for purpose of borrower to have
FINANCE BOARD Economic Growth the Province, including establishing or expanding apprcached a bank or the

91,450) agriculture, lumbering opcrations Iudustrial Development
and fishing Bank before applyine

NEW BRUNSWICK To aid local companies New Brunswick All companies Free technical information Limited industrial
RESEARCH AND and individuals in the Department of engineering services also
PROUI-CTIVITY manufacturing sector Economic Growth available
COUNCIL
(7 9";."0)

NE\VFOUNDLAND To provide incentives to Department of Rural Small business engaged in (1) Grants of 50% of Assistance aimed mainly
DEPAitT1SENT OF small business not eligible Development manufacturing, processing captai costs up to at rural-based industries
kl,'RA1. under other government or resource development $aU,000 ir. some
DEVF.LOPMENT assistance programs cases
(191,750) (2) Interest-free loans

( 3) Management training
programs

NEl','FOLNDI. AND
AND LABRADOR
DEVELOPJIENT
CORPOP LATION
LI\fITEJ
(7 91,bG0)

NOVA SCOTIA
RËïO['RCES
DE V EIrOPMENT
BO::k:)
(5 91,950)

NOVA SCOTIA
IN Dt STRIAL
ESTATES LI\IITED
(f 92,050)

To assist the growth and Newfoundland and Newfonndland enterprises Term loans for machinery The Corporation dors not
development of Labrador Develop- generating employment and buildings. Equity provide loan guarantee^
Newfoundland industry ment Corporation participation in some

cases

To .:nsute that the Resources Develop- Resource-based enter- Term financing in the Loan financing is avail-
expansion of the resource- ment Board prises in Nova Scotia following areas: able np to a maximum of
based industries is not -Industrial Loans 75% of the value of a
hampered by the Lek -Tourist Loans project. Funds available
term financing -Farm and Timber for the purchase of land

Loans
-Fisheries Loans

To assist in growth of (Nova Scotia) Any secondary industry 100% financing of land Emphasis on assisting
Nova Scotian Industry Industrial Estates wishing to establish in and buildings and 60% of existing small Nova

Ltd. \ova Scotia and existing equipment Scotian Industries
lndll .try



ONTARIO DEVELOP-
JIE\'T CORPORA-
TION (ODC)

NORTHERN
ONTARIO
DEVELOPMENT COR-
PORATION (NODC)

EASTERN' ONTARIO
DEVF.LOPkIE\T
CORPORATION
lEODC)

ONTARIO BUSINESS To provide incentive ODC
INCENTIVES loans
PROGRA31 (OBIP)
(^ 92,210)

SEE ALL ODC PROGRAMS BELOW

Secondary manufacturing Incentive loans with Extent and level of
industries, service deferred repayment and assistance varies with
industries in support of interest-free or interest- region of Province. In
manufacturing and reduced te-ms Central and Southwestern
tourist operations Ontario only new

operations qualify

LOANS T O SMALL To assist small businesses ODC Ontario-based Canadian- Term loan to a maximum
BIiSI\ ESSES to expand in Ontario owned small businesses of -$75.000, 10-year
(" 92,240) repayment period

VENTURE CAPITAL To assist srnali businesses ODC
FOR CANADIANS to diversify in Ontario
(° 92,245) -

POLLLTTION To provide funds for ODC
CONTROL pollution control
EQGIPJfENTLOA\S equipment
(' 92,250)

TOURIST INDUSTRY To improve the Ontario ODC
LOANS tourist industry
(S 92,255)

INDUSTRIAL To provide term financing ODC
JIORTGAGES AND through mortgages
LEASEBACKS
(i92,260)

Ontario-based Canadian- Term loan to a maximum Designed to assist ready-
owned small businesses of $100,000 to-market techno!ogy
engaged in high
technology industries

Any Ontario-based Term loans to a maximum The equipment must be
company of $250,000 with repay- certified to be operating

ment over 10 years satisfactorily

Resort operator located in Term loans up to $500,000 Tourism must be of prime
a tourist area with repayment and importance to locality

amount geared to needs of
the individual

Any company in a small Term loans to a maximum
centre of population in of $500,000 repayment
Ontario over 20 years



PROGRAM

ExrORTSUPPORT
PROGRAM
U 92,275)

q,,\T.\mq rOLT.!'-
TION A ENT
j'N C Ti V V3 ACT.
(^' 92'.^_'3"

PIZTNCE '*[)%%ARD
I S N6
I.\ 1) 1 STR [A L
E.N'l . LiZPRISES
UNC01,110RA"I'Ll)
C. ^^2'500)

PRINCE EDNV.^Rrl
1S',-A'1'1) LENDI'.'G
Al^"JHOIRUTY ACT
(^ ^2'S50"

PURPOSE ADMINISTERED BY
EXTENT OF

ELIGIBILITY ASSIST..'NNCE

To supplew^nt 'he ODC Ontario!-t^e,l UmP-"lJcs Tcrm loans for "inancing
services of the Export expc.-tinz gnoIs of sigiliF- of export sales, inventories
Development CorWation cLnt Can^,dian cc;--tcnt and held for export: of

u-nAbic to oLtaiii other prrdijc!ion for export
means of exportniiancing

To proviie an. incentive Ontarit, Ministry of Virtu4i'lY any owner of a Grants equ2l to retail sales

for the a.ateiiient of the En-.,;-L%-nr.iciA source ci po'.1ution (oth,-r ax r-id on polluti,-,nI ) abatenicut eqidp-alentpollut^on thanan autornobile

To assist in the CieVel-4- (P.E.T.) industrial Any rc-:dLnt rnimufactur- (1) First mortgages

merit of P.E.I. Enterp. ists ing or uroccsslag ilidastrY (2, Source of iniortnatiQli
Incorporated or touris. attrac ion. (3) Research and

Management services

To provide working Lerding Authority Any pcrson,. corporation Loan guarantees and
cap:ta! for small P.E.I. Board, Department of qr engaged direct ter-iii loans
businesse. Indvstry and in mant.'acturing,

Com.-nerce processing, farining,
fishing or tourism

F C To encourage develop- Quebec Department Secure, comp ettnt
ment in Quebec of Industry and companies in manufac-

N T Commerce t,l.-ir_ or proce^sing
CORPOEATEON (IDC)
( ^ 92 , ";(;)

(1) Low interest rate
loans

(2) Guarartee of loans
(3) Forgivable loans
(4) Construction of plants

for sale or rent
(5) Equity investment
(6) Leasebacks

OUELEC TAX To promete ir.dustrW Quebec Department Comp2nics making invest- Cumulative deduction

Rf,':)','C'rlO--N FOR development through o^,f Industry and m2lits in the Province of from taxable net income
%I ^_ N I - : FACT',_'RING fiscal advant3g2 -omnierce ^2a^bec in excess of of up to $10 million

1-^!)Usr;^fii:s 4,150,000
If,,

S A SKAYC" T " '% I . '_N To surply f.:-anciall assist- Saskatcriewc-ii
Eco.'_O^%l iC an.ce fir c^tabhsliment or Economic Develop-
DEV1-'1.o7"NTL.NT of industrial ment Cor-poraticia
C()-,,.^20RATION iit,-rimists in

"^e%vank^ 9."S.ju) S,,^katc.

Primarily fGrindv..^tr:al 'Mortgage loans and
e-,;tcrvr^,es or spceialized WOrkiLIg capital loans
mbticultural opcrations Industrial sites and

buildings research grants

Loans or grants; consuit-SAS;:ATCHEWA\ To creat tz new business Ministry oi Industry All en*.erpri--cs excluding
otin,

INDUSTRY AND opportunities and revitaize and Commerce farming ing service ; ?rom 9
CO'.1MERCE c^isting enterprises, warl.ceting - goods and
D EV E LCC) PYENT ACT jr-cu(:ir,- tourisin services
(^ 9-1,9.30)

OTHER COMMENTS

Repayment is normally
trade by the purchaser of
the roo& directly to the
ODC

Portion of R.S.T. covered
by grara L di.,cre'ion..ry

Corporation may r^)r.,-.der
taking an equ.ity !')sitiori

This Act rep!,Lccs tl;c:
Fisherinen's Loaz,s Act,
P.E.T. lndustri.^i C01T.()ra-
tiOn, 1lWl',lStr:A L_Zllh^h-
mcnts Prurn,tia, To.rist
Accomniodation. ard
Young Farmers luut,
prograills

Re laces the Quebec
I
In

sustrial Credit 1,arcau
and cmends its se-v^Ces

Replaces Bill 24

Retail and service
enterpriscs eligible

Loans administered
bySEDCO
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