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INTRODUCTION

Your invitation asked that I describe the role and
activities of the Department of Regional Economic Expansion. I
intend, therefore, to present an overview of its full range of

activities.

This is best done against the background of the general
situation in Canada during the pest twenty-five years. The Canadian
economy experienced a generally high level of activity over the
period 1946 to 1969. With the exception of a relatively short
recessionary interval between 1957 and 1961, Gross National Product
advanced steadily, the average annual rate of growth for the period
being 8.5 per cent. In the same period, population grew from 12.3
million to 21.1 million, an incrcase of some 71 per cent; and, at
approximately 8.2 million in 1969, there were almost 3% million
more people in the labour force than in 1946. G.N.P. per capita grew
at an annual rate of 6.1 pexr cent. In dollar termé, personal income

per person increased more than threce-and-a-half times.

These economic advances continued to be marred by
persistent regional inequalitiés in job opportunities and standards
of living. Although there has been a slow process under way in
the post-war years toward a narrowing of the extreme inter-regional
income differences, the gaps are still quite significant. In 1969,
for example, personal income per person in the Atlantic region was
still less than 70 per cent of the national figure while in Quebec,

the corresponding proportion was about 90 per cent.



Unemployment rates {ell much the same story. In the
Atlantic region and Quehec, the proportion of the labour force
without work in the post-war years has been generally over one-
and—d—half times the national average. BAlthough there has bheen
some decline in the Atlantic rcgion's share of national unemployment,
there has also been similar declines in the region's share of the

total population and labour force.

Under-employment is also a majér characteristic of the
economically disadvantaged parts of the countrxry. Labour force
participaﬁion rates provide one measure of this. Between 1950
and 1970, participation rates in Canada rose from 53.7 to 55.8
per cent. Over the same period, the corresponding figure for
the Atlantic region fell from 49.3 to 47.5 per cent. These
figures suggest that the inadeguacy of job opportunities is of

a larger magnitude than indicated by 'the unemployment rates alone.

Shifts in the geographic distribution of population
reflect another aspect of inter-regional differences in Canada.
Outmigration from the Atlantic rcgion, for example, averaged
some 10,000 persons per vear during 1946-56. Over the following
decadce, this number rose to about 20,000 annually. In overall
terms, the Atlantic region accounted for 11.7 per cent of the
national population in 1950; tﬁis share fell to 10.5 per cent in
1960, and to 9.4 per cent in 1970. There have been similar declines
in Quebec, Manitoba and Saskatchewan;‘the major gains were in

Ontario, Alberta and British Columbia.



Since 1949, total investment (private and public) in
Canada increcased by nearly 4% times. Although there have been
substantial increases in the veoiume of investment activity in all
provinces, the rates have not bien the same evecywhere. As a peor
cent of total investment, the shares of the Maritime provinces,
Quebec, Manitoba and Saskatchewan have declined, and those of the
other four provinces increased. Substantially the same situation
prevailed with respect to value added in the commodity producing

industries.

These are some of the broad dimensions of regional
cconomic disparities that have cheracterized the growth pattern of
the Canadian economy in recent years. Some of the results of these
disparities are that about one quarter of all Canadians, including
most Indians, Métis and Eskimos are cut off from fair opportunities
for education, employment, decent living conditions and effective
participation in public affairs; and the problems of poverty, undexr-
employment and unemployment exist in all parts of Canada. However,
it is clear that eflective solutions must have strong regional and
area aspects because the preoblems and the opportunities for more
cemploymoent and more ecarnings vary greatly in different parts of

the country.

And these disparities are reflected in the problems
which face provincial governments. While it is true that the
provinces have wide powers of taxation, regional economic

disparitics cause a persistent inequality in the amount of
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revenue directly aveilable from taxation to the various provinces
for expenditures within their propoer jurisdictions. The problem
is compounded in those provincus with widespread incidenco of low

income and high unemployment in yelatively small populations.

The result of this inequality of provincial revenue
is an outright inability to finance the essential services to the
population, plus the necessary diversion of the available funds

to ene ox more of a province's high-cost activities.

In conjunction with the provinces, the federal government
has instituted and maintained a form of equalization payments as
a partial remedy to this situation. There are many other federal
programs that redistribute income. Payments to individuals,
through such programs as Family Allowances and 0ld Age Security
and Unemploymoent Insurance, are of more significance to poorer
regions, in relatioun to the taxes they pay, than to the richer
regions. Also, certain types of federal cost-sharing programs,
such as hospital insurance and medicare, are a further factor in
Jessening the disparities in standards of services in different

provinces.

Important as these transfers are, however, they can
only serve to alleviate some of the problems of disparity. They
do not enable the poorer parts of the country to make the extra
investment necessary for economic yrowth, They can help to remove
many of the worst effects of disparity, but they do not attack its

causes Lo any great extent.
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It is for this reason that the federal government, in
co-operation with the provinces, has chosen to provide financing
and programs to promote economic growth in those parts of Canada

which are below average in economic and social terms.

THE DEPARTMENT IS PORMED

Prior to 1968 the federal government, in many cases
with the co-operation of the provincial governments, had
established a number of agencies and programs concerned with
the encouragement of regional development and social adjustment
in various parts of the country. In 19868, the government decidod
that the successful regicnal developmept it desired for Canada
must be based on the co-ordination and integfation of all these
programs into an overall plan to reduce the economic and
gsocial disparities between proviunces. In 1969, the Department
of Regional Economic Expansion was created to do this, and
gathered together, in the same headquarters and under the same

authority, the then existing federal agencies and programs.

The Department's continuing responsibilities incorporate
the Prairie Farm Rehabilitatiog Administration (PFRA). program,
the Agricultural and Rural Development Act (ARDA) program, and
the Newfoundland Regettlement program. It is also responsible
for carrying to completion five programs under the Fund for Rural
Economic Development (FRED), the Atlantic Development Board, the
Canada NewStart program, the Area Developwent (ADA) program, the
Maritime Marshland Reclawation Act program, and payments under

the Atlantic Provinces Power Development Act.




The Department had to ensw e the co-ordination and
cohasion of the programs it had inherited, and to recorient them
in line with the vequircments of an integrated regional develop-
ment policy, as well as establishing new programs designed‘to
contribute to the creation of new jobs in areas where the growth
rate was considered inadequate. These aims have required new
legislation, as well as adjustments in many previous programs,
and above all the establishment of a new strategy in regional
development. This new strategy is designed to ensure joint
action aimed at clearly defined and coherent goals, and to
tackle the very'sources of the problems by promoting in disad-
vantaged provinces and regions the conditions that will favour

their own cconomic development.

The objective of this Department, in the context of
other national 6bjectives, is to facilitate economic expansion
and social adjustment in areas of Canada requiring special
measures to iﬁprove oppoertunities for productive employment, and
the access of people to productive employment opportunities by
assisting the provinces in social adjustment measures and by
improvements in the productivity and efficiency of resource

utilization.

The measures of progress towards this objective will
be the extent to which certain ratios are improved, in the
regions and areas where they are now particularly unfavourable,

relative to the ratios in regions and areas of good economic
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growth. Such ratios are the labour force participation rate,
uncmployment rate, and the rate of undercmployment and low
productivity employment, indicated by the ratio of household

with earnings below a poverty level.

To work toward this objective, the Department of
Regional Eéonomic Expansion has been granted powers to make
plans for federal action in special areas, and co-ordinate the
carrying out of the plans; to make agreements with provinces for
carrying out joint plans; to provide grants and loans to
proviﬁces so that they can establish, expand or modernize works
and facilities required for econonic expansion; and to provide
various kinds of assistance to companies, so that they can

establish, expand or modernize plants or other undertakings

required for economic expansion.

The programs which the Department is administering are
of a long-term nature. This is in recognition of the fact that
regional disparities are not recent in origin and, by their very

nature, cannot be resolved in a short period.

The Department's strategy is composed of three major and
closely inter-related activities: industrial incentives, infrastruc-
ture assistance and social adjustment and rural deVelopment. The
objective of the first is to create continuing productive employment
by making investment in viable industry more attractive in the
relatively slow-growth regions of the country. The second assists
in providing additional social capital for the water systems,

roads, housing, ve. Vvhich ore necessary to facilitate econowic
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expansion and social adjustment in areas requiring special

measures to realize their development capabilities. The third

is to facilitate the access of pcople to producfive enmployment
opportunities through social adjustment as well as to improve

their incomes through more efficient utilization of rural resources.
These three programs thus represent integral parts of an coverall

economic expansion and social adjustment strategy.



INCENTIVES TO INDUSTRY

The Department's most basic program is to providé
incentives to industry in the slow-growth regions, This, of
course, is tﬁé main way to increase empléyment, and to raise the
level of opportunities. Incentives cén take various forms, but
the main one is to make a grant of a part of the cost of establishing,
expanding or modernizing a plant, This is done under the legisla-
tion called the Regional Development Incentives Act, that became
effective in the summer of 1969, and which was the subject of

major amending legislation in December 1970.

‘The essence of this important legislation is that it
provides for a system of g;ants and loan dguarantees to priVate
industry to locate, expand or modernize their operations in
slow-growth regions of Canada, and thereby, create new permanent

employment.,

Following discussions with a province, regions that
are determined to require special measures to facilitate economic
development may be designated 'as "designated regions" under this
Actl The two gencral guidelines used to select these regions
are that the existing opportunities for productive employment
in the region are inadequate; and that the provision of develop-
ment incentives will make a significant contribution to the

economic growth of the region,

Certain regions in every province have been designated
under this program. The present regions were originally designated

for a periad of 2 oors, that is until July, 1972, Last June
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this designation was egtended a further 18 months, to December 31,
1973. In addition, southwestern Quebec, including Montreal,
vValleyfield, Hull and St. Jean and the counties of Glengarry,
Prescott and Stormont in Ontario were recently added for a special
incentive which requires commercial production by December 1973,
whereas the standard incentives are available for plants going

into commercial production up to December, 1976,

This program provides three levels of incentive..

These are:

(a) A 'primary development incentive' for the
expansion or modernization of a facility;

(b) A 'secondary development incentive' for the
establishment of a new facility or the
expansion of an existing facility to enable
the manufacturing or processing of a product
not previously manufactured in the operation.

(c) A special incentive that supplements the above
in the Atlantic provinces, except Labrador,
and which is the maximum available in the

new Quebec and Ontario regions.

The primary incentive grant can be for up to 20% of
the approved capital costs of the facility to a limit of $6
million. The secondary development incentive grant, which is
based on approved capital costs and on the number of jobs
created directly in the operation, can provide up to an

additional 5% of the approved capital costs plus up to $5,000
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for cach jobl created directly in the operation. The special
incentive grant can be for up to 10% of the capital cost plus

$2,000 for each job crecated,

Thus the maximum total incentive in the Atlantic
provinces, where all three incentives are available, is 35% of
capital costs plus $7,000 per job. However, this is qualified
by certain other ceilings, which means that no DREE grant will
amount to more than half the total capital employed in the
operation, including working capital, or, $30,000 for each new job

created.

I should make it clear that the program is one of
start-up incentives. It does not provide for any continuing
subsidy. It is a once-and-for-all grant to companies to start
new production in a region where employment is most needed. The
advantage of this kind of incentive is that it can balance any
higher operating costs resulting from locating in a slow-growth
region, such as costs of transport to market, against the
reduction in capital costs that the federal incentives provide.
The entrepreneur must decide for himself whether that grant
lowers his capital costs sufficiently to offset the disadvantage
that may be involved in locating or expanding in a slow-growth

region.

© Incentives offered under this program are paid in
the form of a cash grant and are exempt froin income tax. However,
the amount of the incentive must be deducted from the capital
cost for the purpose of calculating capital cost\allowances for
income tax purposes.
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Incentives arc also available in Specilal Areas. A
Special Arca may be within a Designated Region or outside it,
and the designation .of a special area permits the granting of
incentives to primary and tertiary industries in cases where
these are esseﬁﬁial to the success of a development plan.
Assistance to thesz industries is not provided under the

standard incentives program.

The Special Areas should not be confused with the
Designated Regions. The Designated Regions are simply where
industrial incentives are available to secondary industry. The
Special Area program provides for broader action in respect of
industrial incentives, and I shall discuss other aspects of

Special Areas in a few moments.

It is no use to think that we can get new industries
to locate in all the most remote areas, and in every small town
where jobs are scarce and the surrounding rural area is depressed.
To get high levels of employment in a region, it has to have a
great deal more industry. If this industrial development is
possible, it is only realistic to consider that most of it will
have io be in some of the cities and larger towns. The Depart-
ment's legislation provides that an area can be designated for
special action because of inadequate opportunities either in
the area itself or in the region of which the area is a part.
In other words, we recognize that the strong points in the region
have to be developed and that, in co-operation with the provinces,
the distinctive problems of different areas will be dealt with

in guite a flexible way. That is bow we will get the most

results in total.
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However, while the developnent of big centres is
essential, this does not provide the whole answer. The need
for the developmeﬁt of medium~sized towns as ﬁrading centres
and smaller industrial centres is recognized. These can be an
important part of the general development strategy. The further

~problem will be to see that people in the nore remote areas

have their chance to benefit from the developments. That will
not be easy. It involves co-operation with the provinces in a
variety of -special adjustment programs. But it offers hope for
better results than could possibly be achieved by concentrating
on action only at the points where unemployment, underemployment

and poverty are at their worst.

In "May of last year, the legislation was amended to
provide for the establishment of a new board which will advise
the Minister on the administration of the Regional Development
Incentives Act. Leading figures in Canadian business and industry
have agreed to serve as member of this advisory board, and their
advice plays an important role in helping to ensure that
industrial incentives are administered as beneficially as
possible for their purpose of creating new job opportunities in

slow-growth regions of the country.

Thus the RDIA program is designed specifically to
bring jobs to regions wﬁere growth is slow and unemployment high.
To enéure that workers in the area and region can gain access
to these jobs, we have made it a condition of any grant that the

enployer must co-opoirate with the appropriate Canada Manpower Centres
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in training and recruiting his staff. To ensure that Canada
Manpower Centres can take an carly initiative on this, we give the
Department of Manpower and Immigration all relevant deotails of

each case as soon as offer of a grant from us is accepted.

SOCIAL ADJUSTMENT

Beyond this kind of co-ordination, however, we must

recognize that the social adjustment needs of people in the slow-

growth regions are frequently not met by national programs tailored

to national priorities. Accordingly, we are ready to complement
these programs wherever necessary, by facilitating the access of
people to productive employment through social adjustment as well
as to improve their incomes through more efficient utilization of
rural resources.

The Department's efforts to facilitate social adjustment
take several forms because of the different problems of human
resource development and adaptation which characterize the various
disadvantaged regions of the country. For example:

1) the federal-provincial. ARDA and FRED agreements
provide for upgrading the skills and improving the mobility of
rural populations so that they may benefit from new industrial
employment opportunities and thus raise their standard of living;
the ARDA program also assists people of native ancestry in
disadvantaged areas through training, counselling and financial
incengives to develop local initiative and entrepreneuvrship;

ii) soﬁe Special Area agreements include projects for
the creation of manpower corps to provide experimental training
for people whose opportunity of obtaining access to employment is

otherwise limibod;
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i) e Tewfored bared oot D Tement Poogram facilitates )
movelnent. of people fron remole comnuni Cics Lo more ativactive cont i
whore opporlunitics for cmployment, ceducalion and social servico:s
are bcotter;

iv) £he Canada Newstart program experiments with new methods
in preparing uneaxployed and undercmployed people, in particular
disadvantaged areas to take advantage of new or improved job
opportunitics.

In December 1970, another measure was introduced to provide
further stimulus to economic expansion and cmployment creation
efforts. This was the Special Dovelopment Loans Program, 1970,
under which $160 willion was made availlable to the provinces in
December 1970, to cnable them to undertake beneficial capital
projects additional to those previously planned for construction
during 1970-71 or 1971-72. A similar program called the Employment
Loans Program, 1971, under which a further $160 million was made

available, contained provision for the forgiveness of 75% of the

jot

cost of direct on-site labour to the end of May, 1972, was intrcduca

in October, 1671. Both programs are administered by the Department.

SPECIAL AREA PROGRAMS

| The Department also recognizoes that, while dircet financial
encouragemcnt to industry must be a major factor in its development
strategy, it is far from being cenough by itself if there are other
bottlenecks present. The attractiveness of a location to industry
also depends heavily on the availability of the workers required, on'.
housing and the guality of many public services: on power, water,
roads, railways, port facilities, sewers, schools, uhiversities,
rosearch estoblishments, and so en.,  These latter are the infra-

structure of the cconomy. Some of them are under federal jurisdiction,

put most are provincial and municipal responsibilities.
“,9 9 16
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In the regions that have sufferced from prolovged clow
growth and louw incomes, 1t cannct be cxpented that provincial
governments should find all the capital needed for the large
infrastructure develepments that must keep pace with new
industrial growth. Therefore the Department can provide them
with grants and loans for the additional infrastructure works and
facilities necessary to expansion plans. The use of this assistance
will be especially important at the main industrial centres of the

region. The concept here is of an incremental contribution, by

which we agree to make possible the things that are clearly
neceded, but which the province or municipality could not other-

wise provide in a reasonable time.

One of the first operational tasks of the Department.
was to recommend to the Cabinet the places that ought to be
designated as "special areas", where the Departwment under
agreements with provinces provides encouragement and assistance
to ccononic expansion and social adjustment in the slow-growth
regions of the country. In general, these are areas where
opportunities for productive employment are exceptionally
inadequate; and represent the present assessment of the priority
areas in which it should be possible over the next few years to
make the maximum contribution to that purpose. The criterion
is need, given the decision that area has real potential.

It is a matter of determining, among the many areas that nced
help, those which show a relatively good potential which, once
developed, would have an impact on the whole region and would

Fav mact Tike Ty o pyadinan fha sawdsom dmnvovomnent in emplovment
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opportunities and income. The Department's flexibility of
approach is reflected by the 23 Special Areas designated in April,

1970. These special areas are of seven main types, as follows:

(a) In St. John's, Halifax-Dartmouth, Moncton, Saint John,
Quebec City, and Trois-Riviéres, where faster growth can have major
repercussions throughout eastern Canada, the plans provide for
grants and.loans to the provinces for roads, bridges, water and
sewer systems, serviced industrial and residential land, schools,
tourist facilities, industrial parks and other facilities to
strengthen the economic and social effects of regional development

incentives to industry.

(b) In Corner Brook, the Strait of Canso, Happy Valley,
and Sept Iles-Port Cartiér, where growth potential stems largely
from their locétion in relation to natural resources and to trans—-
portation, the plans call for both key infrastructure development

and financial assistance to commercial undertaking.

(c) For the remaining special areas in Newfoundland -
Burin, Come by Chance, Grand Falls—Botwood—Gander,VStephenVille
aﬂd Hawkes Bay-Port au Choix - the Jjoint plans provide community
infrastructure, including services, industrial land and school,

to facilitate the resettlement of people from the outports.

(d) Plans in the Lac St. Jean and Arnprior-Renfrew-Pembroke
Special Areas, where new employment is particularly dependent on
wood-based industries, call for the extension of financial

assistance to the necessary commercial undertakings.
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{e)  The threo northern apecial areas on the Pralrics -
The Pos, Meadow Lake and Lesscer Slave Lake - were established
largely to assist the employment and social adjustment of the large
number of socially disadvantaged people, including particularly
those of native origin, resident Lhere. Plans call for community
infrastructure, social adjustment measures and the development of

jobs particularly in the woud-based industries.

(£) The Regina and Saskatoon Special Areas are ones
which have enjoyed rapid growth in the past, but where recent
problems in grain and potash markoeting have caused serious probloans.
The plans for these arcas provide incentive assistance to firms

to dovelop new jobs.

(g) In the remaining Spaecial Area - Ste. Scholasticgque -
the establishment of the new Montreal International Airport will
cause economic dislocation. The plan for this area, therefore,
includes special measures teo facilitate econowic expansion and

social adjustment.

FUND FOR RURAL ECONOMIC DEVELQPIRIT

We are carrying on another program which began some
years ago and which also has an area focus. I refer to the
FRED program. There are five of these special rural arca plans
‘and programs. They include one for Prince Edward Tsland, one
each for the Northeast of Hew Drunswick and the Mactaguac arca
of the same province, onc for the Gasp? region in Quebec, and

one for the Interlaeke arca in Manitoba. These FRED plans are
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primarily oricentod o Lthe yaral anpects of rogional doevelopment,
and Che present cophasic 1o conecenlrated on o job crcalion anrd
assiatance to arca rvesidents Lo cenohle them bo take advanlage

of new employment opportunities,

AGRICULTURAL AND RURAL DREVELODMENT ACT

There are a number of other important ways in which
our clforts muét be directed to broader aspects of resource
development and the opportunities and adjustments in rural arcas.
The first of these is through the extension Qf the ARDA program.
Iin Ontario and British Columbia we have 1970~75 agreements which
continue and in some raspects broaden the shared-cost programs
that have been opeorating successfully in these provinces.  In
parlicular, they are assisting farm cnlargement and consolidation
in Ontario, the improvement of irrigation districts in British
Colunbia, and'the development of recreational potential in both
provinces.,

The needs of the othexr provinces are diverse and the
ARDA programs have to be made more clesely complementary with
other federal and provincial development measures. For this
purpose, five-yecar ARDA agreoements haVe been signed. These are
more general agrecments than the preceding ones, and make it
possihle for each province to develop the kinds of program fox
its rural regions wvhich will be most effective, In Newfoundland,
considerable emphasis is given to the needs of fishermen. In
Nova Scotia and New Brunswick, tourism develooment is
given conuiderable pricrity. In Quehec it is envisaged that
opportunities for intoensive agricultural development will be

s Il
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In the Prairie Provinces,.the new ARDA agreements will
be used primarily to assist in the agricultural development and
adjustment process that has been taking place in western Canada over
the last few decades, and with which you are probably quite familiar.
The major activities are concerned with land use, watershed develop-
ment and general agricultural adjustment such as the shift from

cereal grain production to livestock.

OTHER RESOURCE DEVELOPMENT PROGRAMS

There are, of course, other important resource
development needs in the slow-growth regions. We have already
taken action to meet some of these. 1In 1970, the Minister
signed new agreements with each of the Atlantic Provinces
to provide financial assistance to speed up very considerably
the work which.must be done to establish a proper land title

system in these provinces.

The mineral industry is one of the important development
possibilities in several slow—-growth provinces. In New
Brunswick we have an agreement with the provincial government
whereby a geological and mineral exploration program can be
carried out over the three years ending March, 1973. This agreepment
is now being renegotiated to extend the program to March, 1975.
A similar program is in effect in Newfoundland. It is hoped that
we may reach agreement with other provinces for programs of this
type that will speed up mineral development and thus help realize

the potential that exists in this resource sector.




The Department's attention to resource development
is not confined to Eastern Canada. It includes PFRA, as

the Prairie Farm Rehabilitation Administration is commonly

known. This is one of the major agencies which has contributed

to agricultural adjustment and development in Western Canada.
In conjunction with other federal and provincial programs,
PFRA continues to help agricultural development through
community pastures, small water development projects and

farm shelter belts.

But, as a result of changes in agricultural demand,
and technology, the needs of the rural areas in the west
are changing. The functions of the smail prairie town with
a few grain elevators are being absorbed by larger rural
communities. These larger agricultural service centres are
now providing much éf the dynamics in the rural areas.
Provision is made, in cooperation'with the provinces
concerned, for the construction by PFRA of needed water and

sewer facilities in many of these key rural centres.




SPECIAL MEASURES

The Department is also taking a number of special
measures to meet special situation. For example, last July 20,
the Minister of Regional Economic Exoansion and the Minister of
Economic Development for Newfoundland announced the signing of
an agreement to establish a Canada-Newfoundland and Labrador
Development Corporation.

The Corporation, with head office in St. John's, is
controlled jointly by Newfoundland and Canada. It is expected
to improve substantially the operating capability of small and
medium~sized businesses in the province by providing industrial
intelligence; management consulting services; project inform-
ation; loan financing to establish, expand or modernize
businesses; and equity financing.

"Established initially for a period of five years, the
Corporation can be extended by mutual agreement between the two
governments. Its Board of Directors, representing both the
provincial and the federal government was appointed by the Ministers
last December. On January 19, the Board appointed Mr. Frank Spencer
to the position of President and Chief Executive Officer.

Under this agreement, Canada will provide the Corporation
with a revolving loan fund not to exceed $20,000,000. The Province
of Newfoundland will provide up to $2,000,000, initially, for use
as equity capital. Operating expenses of the Corporation are shared
on a 50-50 basis by the Federal Department of Regional Economic
Expansion and the provincial Department of Economic Development.

The Newfoundland economy consists mainly of small
businesses serving local markets. The great majority of these

small firms cannot meet the minimum financial requirements of
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exisbing lFederal incentives prourems and, therefore, are not
eligible for indusirial dincentives grants. This limited access
to funds, as well as lack of assistance in Linancial planning,
has tended to restrict the growth of small and medium-sized
businesscs in the Province. In alleviating this situation
through loans and equity investments, the Corporation will
complement the present federal incentives program, while not
necessarily restricting itself to the manufacturing sectors of
industry.

On September 22, 1972,‘the Province of Nova Scotia and
the federal government agreed to establish a corporation to carry
on busincss in the Haliféx»bartmouth Special Area. The company,
to be known as Metropolitan Arca Growth Investments Limited,
will be incorporated under the Nova Scotia Companies Act. It will
have authorized share capital of $20 million , divided into |
20,000 shares of $1,000 each. All the shares will be purchased by

the two governments, 14,999 by Nova Scotia and 5,001 by the federal

government. This investment by the two governments will give the
Corporation $20 million in equity capital.

The agrecment provides for direct federal investment of
$5 million in the shares of the Corporation and a loan to the
Province of a further $5 million for use by the province in purchasing
shafes. The provincial govermment will invest a total of $15 million
in the shares of the company, $10 million directly from provincial
funds and $%5 million provided by the loan from the federal
government.

T"he corporation is the result of more than a yecar of
carafvt coddyans L Lho Pocvdree ool DROL of approachios Lo cnoeous

raging more rapid devclopment of cmployment options and opportunities

24
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hagaed in the Nalifax-Dartpouth arvca. ‘The purpose of the Corporat:ou
is to combine a substontial pool of caquity conital with top gualily
business managerent chargoed with the yesponasibility of carnidng
profits in busincsses which will develop the area., The Dgpartment
is investing money in this company becausc it belicves that the
qro&ﬁh of profitable business in the llalifax-Dartmouth area is
essential to the developmant of Nova Scotia,.and important to the
development of the Atlantic Region. It believes that this growth
is possible and hopes that the new corporation will seize some of
the opportunities available and develop them to the benefit of the
people of the area, the province and the region. It is expected
that most of the business of the company will be conducted through
subsidiary corporations purchased or cstablished for the purpose,
and that the Cornoration will scek to join with private investors
whenever this can hoe done to mutual advantage.

The corporation will operate under the direction of a
Board of Dircctors of which four will be appointed by the Province
and two by the federal government. A seventh director will be
éppointed jointly by the sharcecholders upon the recommendation of
the Board, to be president of the corporation and chairman of the
boaxrd.

The kinds of businesses pursued by the company will be

decided by the board on the advice of the president, within the broad

limits established by the memorandum of association., The corporation
must promote or invest only in husinesses centred in the Halifax-
Dartmouth Spcecial Arcu which are likely to yield a commercially
reasonable return on the company's investment and which will :}
|
|

contribute to the cconomic growth of the arca.
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Thee Corvporat ion 1o tax:ble in the seme way as othoer
business cormorabions, becouse b is nol on attempt to subsidize
unprofitable ventures. Rather, it is an investment in the futurce
of Nova Scotia. The company is cxpected to pay its way,. earn
nrofits and pay taxes. .It will be eligible for incentive assistance
under the R.D.I.A., but will receive no special consideration.
There arce some limitations which have been imposed upon the
corporation's activities which do not apply to private business
corporations. This company must not seck, directly oxr through
a subsidiary, to entice any existing business to transfer its
operations to Nova Scotia from some other part of Canada, it
must invest only in businesscs centred in Halifax-Dartmouth ares,
and it must take cmployment into account in its investment
decisions.

It Will take a few months before organizational work
is complcted and a board of directors appointed. In addition,
funding from both governments is conditional upon specific approval
by Parliament and the provincial Legislature of appropriations for
this purpose,.

Another special meagure is that, on a joint basis with
the province, the Department is attempting to establish a comploxn
of metalwworkiﬁg plants in the Saint John arca of New Brunswick.
This step is being taken in recognition of two fundamental facts,.
First, while industrial incentives can be effective in stimulating
industries which have a resource affinity with a region or in
attracting the more truly "{foot-loosce" industries, these ceffects
may not add up to the major development thrust that a slow-growth

Toton e ton e To gt ) v ety T st natdon. Mhe o sniia

fact is that for many types of wodern industry the critical




Tacation factor is the dbhsence of techrologically relatod and
ancillary operations.  In the absence of these, an individual
plant cannot rely on getting replacement supplies, specialized
components and technical services when it needs them. The way
to change that situation is to induce a number of related
industries to locate together in an arca. +That is what we
are trying to do in Saint John.

To make this attempt, we and the Government of New
Brunswick have set up under the provincial Companies Act a
corporation called "New Brunswick Multiplex Corporation Limited"
to act as our agent in promoting the establishment of a multiple
industry complex in Saint John. The corporation will develop
detailed arrangements for such a complek, by discussions and
negotiations with interested companies. If it can be shown
that the complex is practicable, the corporation will prepare
a detailed plan for its establishment, which will then be submitted

to the two governments.

CONCLUSTION

In the time available, I have given only a general
indication of the nature of our developing programs for regional
econoniic expansion. To succeed they have to be substantial

programs. We would invite waste and disillusionment if we

ool
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rushed into them without careful planning, based on a broad
strategy for achieving the greatest possible advance in the

region as a whole. The planning and co-ordinating responsibilities
of the new department are therefore essential to its success,

and particularly so in its early years.

Much of the planning is being expressed in agreements
with provincial governments for the development of particular
areas. They include measures to help éeople to take advantage
of new opportunities, which is as important to effective develop-
ment as is the economic expansion itself, This is partly a matter
of providing adequate social capital and services, housing and
schooling and health services and manpower training, at the growing
centres. But it also calls for resource and human adjustment_
programs in rural areas, to improve land use and in some cases
develop new potentials such as tourism and to provide adjustment
counselling and special training and mobility assistance for
some people.

These first agreements were signed with provinces early
in 1970, were for about fwo years, and included projects of clear
value which could be started readily. These agreements indicated
the intention of the governments to develop further programs for
the next five years and second agreements or extensions of the
first agreements to cover this longer period have been signed.
Further agreements or extensions can be anticipated as part of the

continuing joint planning process.
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En T near the end of wmy address, | must remind yvou
i .

department concoerned with all economic developments in all parts
of Canada, and that it is not a department of regional affairs
responsible for all activities of the federal governmen£ in the
various regions of Canada., For example, in the Prairie Provinces,
in addition to the important activities of the Department of
Agriculture and the Ministry of Transport, the Department of
Manpower and Immigration is very active with its accupational

~and training program. The Department of National Health and
Welfare cooperates with provinces in work activity prograns,

And the Central Mortgage and Housing Corporation, in addition

to providing help throuwgh its regular programs, has a special

program to asgist Indlan and Métis people finance new homes.

Federal regional development programs will not attain
the objective of equality of opportunity for all Canadians just
by being programg or providing money. Fundamentally, what thesec
programs must do is to further the process whereby people in tho
less affluent regions will develop their own economic affairs in
order to provide a firm basis‘fo£ future prosgperity. In other
words, the Department's role is to help channel the process of |
change; to help people not only to adjusf but also to take
advantage of the changes which are taking place; and to accelerate
growth, particularly in those arcas where it can do the grealest

good for the grecatest number of people.

Yhe.
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The new Depariment has made a start, but the
problems are too large for the results to he rapid. Regiénal
disparities are not recent in origin and, by their very
nature, they cannot be resolved in a short period. Ro éoubt
our strategy and our financial resources will need improvement.

Certainly we cannot afford to stop asking ourselves questions.






