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Introduction  

The first part of this report deals with the question .  

of regional development in the Canadien c•ntext. Part two 

concerns the shaà.ng of powers between'the federal  and  provincial 

governments.' 

In part three, the terms and conditions of federal-

provincial co-operation are examined in the light of the many 

regional development programs implemented by the Canadian . 

government since 1961. The current co-operation formula, under 

which the federal and provincial governments sign general 

developmenuagreements authorizing joint interventions, has been 

developed over the years. 

The last part of the report  is devoted to other federal 

programs', some of which are designed specifically to benefit slow-

growth regions. These programs involve either • redistribution 

of federal funds in the farm of tranafers or the regionalization 

of federal measures or expenditures. Therefore, ttey remain 

inseparable from regional development policies as such. 
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REGIONAL DEVELOPMENT 

•Since the beginning of COnfederation in 1867, federal and . 

provincial administrations have . assumed responsibility for the care 

and development of Canada's regions;  Over  thé years', Major activities, 

have been undertaken primarily in response to geographical factors 

Which.posed a probleM to goVernments in their attempt to . build.a .  

national economy. 'While trade barriers against the movement of goods . 

• 
were taken down when Canada became à nation, physical obsctacles 

remained. Distances (5,000 km from east  to west),. surface area  •. 

(more than 10,000,000 km
2
), natural obstacles (snow, mountains, -  

tiindra) and harsh.  climatic conditiens are all aspects of Canada's . 

unique geography. Even after eleven-decades of rapid  population  • 

growth, leas than 10Z of the national territory  )as  been permanently 

settled.  it was inevitable that . the proceis of uniting the Canadian 

.econnmy  in  an integrated trade.network Would depend  on the develop-

ment and specialization of Canada's regions according to their 

• natural asseis'as well,as,on the establishment of an'autonomous 

networ k . of communications from.coast to coast. The integrated 

development of theeconomY and Canadian societY continues to be  the • 



basis for strong measures in nay region of the country capable of 

contributing to the prosperity of the nation as a whole. For example, 

the development of Canada's northern  relions  has become a key comporent 

of federal and provincial development policies. 

The wide dissimilarities in the country's landscape, the 

unequal distribution of exploitable natural resources and the 

distances separating communities from markets were to create different 

development conditions in each region. During the nineteenth century, 

ecenomic growth in the Atlantic region (Nova Scotia, New Brunswick, 

Prince Edward Island and Nowfoomdlaed which joined the Canadian 

Confederation in 1,49) was largely dependent on markets in England, 

the United States and the West Imdies. After Confederation in 1867, 

exports to these markets declined. Furthermore, this region's ties 

with and involvement in the Canadian economy were jeopardized by the 

distance separating it from the expanding markets in central Canada 

and by its comparative lock of resources. Today, the population of . 

the Atlantic provinces accounts for 9•5% of the Canadian total of 23 

million. , 

Quebec amd Ontario, by far the rest heavily populated 

provinces, derived benefit from the plentiful forest, agricultural 

and mineral:resources in central Canada.  Exploitation of these 

resources was based on easy access  te  waterways such as the St. 

Lawrence and its tributaries and the Great Lakes as well as on an 

abundant supply of hydro-electric power. Because of their central 

location and their clodse proximity to the industrialized New England 

and midwestern states im the US, these rwo provinces were in the 

best position to embark em the read te industrializatian and-attrict 

immigrants from Europe and the United States. Today 63% of all 

Canadians live in these two provinces - 36% in Ontario and 27% in 

Quebec - and 58% of the nation's popnlation is concentrated in &- 

zone bounding on the US border te the sleuth and stretching approx-

imately 1,000 km from Quebec City in the east to Sault Ste Marie, 

Ontario, in the west. 



West of Ontario, the Prairie region (Manitoba. Saskatchewan 

and Alberta)  forma a vast cOntintious plain that extends approximately 

1,500 km and is well suited to grain growing, livestock raising and, 

since World War II, thé exploitation of oil and natural gas reserves 

which 'abound in. the northwestern part of the region.  The  soil is also 

rich in potash and rare minera is. The development potentialaf  the 

 three provinces Ja unequal; Alberta, with its oil resourées, is  one of 

the richest provinces ,  in the country. This region contains.16Z of 

Canada's population. 	- 

.British Columbia lies to the eXtreme west beyond the Canadian 

cordilleratuinge (the Rockies) and stretches to the Pacific Ocean. It 

has the best climatic conditions in: the  country'. i•lith its wealth of 

resources, British Columbia ranks first. among the provinces in forestry 

production. Some.of the best fruit-growing area's of; the country are 

located in the.interiôr valleys'in the southern part of the province, 

while there are significant Mineral deposits in the northern region. 

The population of British Columbia accounts for 11% of the,Cenadian 

total.. 	. 

North of the 60th parallel lie two territories administered by 

the federal government: the Northwest Territories and the Yukon. This 

region covers 40Z of the total  area of Canada and its population numbers 

less than 60,000. A high parcentage of the people ara of Indian or Inuit 

orien. Mineral resources abound,' but they.have been exploited very 

little. The recent discovery of major oil and naturel gas.reserves in . 

the Mackenzie delta and offshore in thaArctic Ocean should lead to • 

gradual development of this  region during . thé coming years,. •  

It was inevitable that sooner or later the'unequal economic 

potential of the Canadian provinces would cause financial tension within 

the provincial adminiétrations and . between the fedeial.and 



governments. As we will  met later, the -functions devolving upon the provinces 

under the British North America Act were destined to gain in importance 

and impose an increasingly heavy burden as Canada emerged as à modern 

nation. Bconomic disparities among the provinces quickly surfaced in the 

realm of public finances. The Wealthier provinces could offer their citizens 

a large number of quality public eeriness in the.spheres under their 

jurisdiction such as education, health, social welfare.and  naturel  

resources development. Nowever, thepooter provinces were unable to 
• 

offer equivalent services or benefits witheut requiring more money of 

• their taxpayers and thereby isnpardlinuerbe groWth of their economies. 

After World War I, provincial government expenditures increased rapidly, 

largely because of the provinces' respaubsidbilities in social:utters. 

As a result of the intensity of the econeec crisis during the thirties, 

provincial and municipal finances were forced to  carry the double burden 

of a marked increase in unemployment relief benefits and an.unprecedented 

drop in tax revenues.. 'Under these circumatances the federal government 

was  obliged to provide assistance to the provinces which were hardest 

hit and attempt to set them on the road to economic recovery through 

grants or loans. In 1937 a Royal Commiasion on Dominion-Provincial 

Relations was set up to carry out an in-depth etudy of the nature of 	. 

fiscal disparities among the provinces and to propose solutions to the 

tax imbalance problem. The Commission tabled its report in 1940. In 

1939, however, discussions were interrupted by World War II and further 

study of possible reforms was postponed. Despite everything,  the  federal 

government initiated.an unempleyment insurance and old-age security prograM in 

1940, thereby relieving the,provincial treasuries of thie : financial burden. 

It was not until 1957 that relief measures were introduced to bolster 

revenues of provincial governments and provide them with'greater finanèial 

means. These measures took the for  of equalization payments by thé 

federal government to the provincial governments and shared-cost programs 

in the field of social security. 



1 
This redistribution of funds levied.across Canada in order to 

aisist provincial governments made it possible to lessen the fiscal 

imbalances created by disparities in the relative siie of the various 

provinces' tax.  bases. However, redistribution of funds does not tackle 

• the root of the•prohlem - the  difference in per capita incôme from 

province to  province.  Disparity of this kind exista  note  only aMong 

the provinces but, to a mtich gZeater extent, within each province  as well. 

Income disparities among the provinces have flucttiated considerably 
. 	 • 

during the past fifty years. Despite this, the per capita income Of 	- 

Canadians has slowly balanced out since the beginning of.the,flfties 

through the combined effect of out-migration • to the more prosperous 

proVinéeS and the geneZal rise in.the personal income léVel in thé 

provinces. While this increase tends to reduce income imbalances, it . 

also. leads to high unemployment rates in certain provinCea where out-migration 

A. more or  less equal to or lower than in-migration. The resulting 

tniemployment shows that the•country's resources aré,nôt being, utilizéd 

to their full,potential. ,At the same time, the fact that  people  ire • 	• 

moving to.  the  rich-provinces could ultimately jeopardize  the future of the 

reglons • and"provinces where the 'population is declining. •  The. regional. •' 

development policies which the federal and Provincial goveznments 

have been implementing since the early Sixties are aimed.at countering 

• or slowing down this process. 	 • 

'Aside from regional programs, the federal goVersment adminiiters 
. 	 . 

national programs intendéd.for the entire population of Canada, regardless 

of region. However, in 60 far as these programs and the expeAditures .*. 

involved.lend  support  to activities and furictione àf greater lagidtude. • 

and scope in the wealthy Provinces, tbeY 	 to greatet disparity. , 

For•examplé,•the federal government has béen accused of implemeMting 

economic deve/opment or stabililation policies which, under a éoVer . of 

complete neutrality . toward  the provinées, in effectAleheflted •  thé, 	' • 
. 	 • 	 • 

wealthier regions becauée theYteere betterlaituafed'or wereiMià bétter: 



position to turn national policies to [Weir acivantage. Faced with 

this situation, it can attempt, where feasible, to adjust or regulate 

these policies according to the economic conditions prevailing in each 

province or in certain regions. 

DIVISION OF POW18$ BETWEEN 

THE FEDERAL AND PROVINCIAL GOVERNMENTS 

The Canadian federal state became a reality with . the passage 

of the British North  America Act in 1847. Fashioned from the seventy-two 

resolutions drafted by the Fathers of Confederation  in 1864,  the' Act 

provided for the union of four provinces - New Brunswick, Nova Scotia, 

Ontario and Quebec - in one dominion to be called Canada. It  vas 

 understood that other provinces or territories could enter Confederation 

at a later date. In 1870, after the British Crown ceded to Canada the 

vast territories,of the Hudson's Bay Company, the province of Manitoba 

• joined the Dominion.' British Columbia entered COnfederation in 1871, 

and Prince Edward Island did so in 1873. Alberta and Saskatchewan followed 

suit in 1905. Newfoundland joined in 1949. At present, Canada compriees 

ten provinces, and two territories administered by the federal government. 

• Under the British North Amerlca Act the federal system became 

Canada's political structure. This type of government met the needs 

expressed by the founding'provinces in discussions and agreements-between 

their delegates; the Fathers of Cnnfederation, and was aimed hot  only  at 

safeguarding regional interests but also at'prnieeariîrhe:lingtiage end, ' 

cultural rights of , Canadians of French origin`eL  velf '1"  

"Since the purpose of the.BNA Act was to create , a federal system of 

government, important provisions of tbat document deal with the divisionef. 

9 



powers between the federal and provincial governments. Each level of 

government is virtually sovereign with respect to the powers it exercises. 

While the federal government under the British North America Act has the 

power to disallow provincial legislation, this power has not been exercised 

in recent years. Hence, each provincial government is as sovereign as the 

federal government, when acting within its sphere of power. 	 •  

"The primary scheme Of the distribution of powers  vas  to grant to the . 

federal government juriadiction over alleubjects of general or national 

concern while giving to provincial legislatures jurisciiction'over all 

•matters of a local nature: Section 91 of thé BNA Act lists:fedéral poWers... 

It gives the Parliament of Canada a general power  to 'Make'laws for the 

peace, order . and good government of Canada' and •gives a list Of classes . 

of subjects over which Parliament has exclusive authority Which illustrate 

but do not restrict the general power.' The list contains 31 aliases of 

federal'powers such as regulation of trade end commerce, defence, eurrency, • . 

'raising money . by  any. mode or system, of taxation, postal services, navigation 
, 	• 	.. 	• 	' 	• 	' 

and shipping, weights and measuree . and criminal law. Section .  92 asSigns 

to the provinces the power to• legislate regarding  direct taxation within 

the province, the management and sale of public lands and  timber belonging 

to the province, municipal institutions, laws relating to piopéfty : and 

civil rights'andall matters Of a merely local or private . nature.., Section 

95 of the BNA Act gave the  federal government and the provinces éonturrent " 

powers ovei agriculture and immigration bUtIederélieW . prévSils in . cases . 

where thé lawé of both levels of government  are in  conflict:: SiMilar 

concurrent powers . existin respect of old age  pensions andeupplementary .  

benefits, including survivors_and disability benefits obut.nnlederai:. - 

legislation affects the operation of provincial laws . .in this field if 

a conflict occurs with provincial legislation. 



"The drafters ef the INA Act in 1447,probab1y thought that such a division 

of powers was  •o definite and precise that no future difficulties would 

arise in deciding what subjects were under federal legislative control 

and what subjects were under provincial legislative control. However, 

the powers enumerated in Section 91 end 92 are not mutually exclusive and 

sometimes overlap.... 

"Difficulty  in  interpreting the division of powers has also arisen as i 

result of new social, techuelegical end political  conditions  that were 

unforeseen at the time of Confederatieo. Social welfare legislation, 

such as unemployment insurance, and legislation concerning modern commu-

nication facilities were not contemplated by . the drafters of‘the BNA Act'. 

Nevertheless, power to legislate on these subjects had.to  be assigned 

either to the federal or provincial governments by reference to the BNA 

Act. .Canada's emergence into the international community as a completely 

independent nation, which also was not foreseen in 1867; required an, 

allocation of responsibility for new concepts such as aviation, broadcasting 

and citizenship between  the  two levels of government or in some cases to • 

one or another goVernment. 

"One significant outcome of the allocation of powers under the•BNA Act 

has been that the expenditures of the provincial governments have often, 

outstripped their tax resources. In 1867, the provinces were assigned -. 

responsibility for social services  such  as  hospitals and schools as uell 

as for municipal institutions. At that time this did not involve major 

expenditure of public funds. However, changing . demands of. society and 

the entry of government into the field of social. welfare : led to  the  
, 

expenditure of large sums. The provinces have power to levy direct 

taxation within the province for provincial purposes while the federal 

government has • broader authority te levy taxes by 'any means of 

taxation'. The federal government bibis 'therefore substantial" tax resources. 
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While the provinces have responsibility for many costly public 

institutions they often do flot have the necessary financial resources. 

In order to redress this numerous federal-provincial tax-oharing 

agreements and shared-cost programs have been entered into by.the 

federal and provinciargovernments. Such agreements were not, of 	• 

. course, anticipated by the original drafters of . the SNA Act. Never- 

theless these agreements have resulted in new conatitutional arrange- 

ments and techniqueà for dealing with federal-Provincial ecoàomic relations 

and have come to:be known Collectively.as iço-oPérativefederaliam': 

PROGRAMS AND TYPES OF FEDERAL-PROVINCIAL 

CO-OPERATION IN REGIONAL DEVELOPMENT 

" 	The previous section not only considered the division of 

powers between the federal and provincial governmentà; it alsodescribed 

the problems that federal-provincial relations present.in areas where 

the two levelà of government ,  possess concurrent powers: Regional 

development is one of these . areas. Since the beginning of Confederation, 

the federal government hae assumed resPonsibility for developing the 

' national territory', notably by bicking the construction of the trans-

continental railway network, settling and developing.the Canadian 

Prairies,A.mplementing its naéional'industrialization policy and so on. 

The size and specific nature of the Canadian regional -problem requires 

cértainrecovery and development . .measures that only a Central goverrsient 

.can Undertake with •Onle chance of  succesà: integrating the Canadian . 

economy, lessening fiscal disparities between thé provinces, redUcing. 

socio-econcimit ineqUalities and regionalizing natiOn- , ,idé Prograis.-. 

•
. 

• 

. 1  Statistics Canada, Canada Yearbook,' 197 6-1977i .  Department - of"Supply 
and Services, Ottawa;' Canada, 1977ipP 50751.• 	 • 



However, the provincial governments  haie full jurisdiction 

over: the exploitation of the natural resources on their.territory, 

which in the beginning accounted for a large percentage of their 

revenues; the developmeat*of provincial infrastructures; and the 

establishment and distribution of development-related public services 

through their municipalities. Thus any federal involvement  in.  these 

areas requires the co-operation  al the provincial authorities. It 

goes without saying that it is'in the interest of  all  the provinces 

to  participate in developing the national economy. Nevertheless, 

regional development activities call into play a-great number of 

objectives and.requirements on which both levels of governments 

must agree before priorities for joint activitieé can be - established: 

This situation has given rise to varioun mechanisms for 

co-ordinating and assigning the financial responsibilities involved 

• in regional development. In this connection, it is possibleto 

envisage various federal-provincial co-operative formulas for planning 

and implementing development programs. For example,- one level of * 

government could act alone in an area.under its juriidiction, Or the • 

• two leVels could work together to*formulate and carry out regional 

development policies regardless of their specific jurisdictions. 

Between these,two extremes there are other types of co-operation, 	• 

ranging from mere consultation between- the two levels to an approach:.  

where 	one government contributes financially to projects formulated 

and implementad entirely by the  •ther. Through the years, Canada tas 

experimented with a whole ramie of mechaniOma, although . the  trend  is 

now toward increased  ce-operation. A brief look st the recent history 

of regional development policy will give us a*better understanding of 

the situation. 
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The introduction of regional development policiei (1961-1969) 

Federal involvement in the field of regional development - 

goes back to the beginnings of Confederation. Until the second half 

of this century it took the form of special measures of varying 

importance designed to provide stimulus or to remedy particular 

situations, such as the remoteness of markets, drought, or the 

development of land. under federal jurisdiction or under that of 

Several provincial governments. With one or two exception4 these 

measures have been discarded or now exist as integral parts of 

sectoral federal or provincial programs. Such is the case of the 

program outlined in the Prairie Farm Rehabilitation Act (PFRA) of 1935. 

This program, which was formulated to assist Prairie farmers during 

,the drought of the-thirties, is still•in effect  andin  now - administered-

'with different terms  and conditions' by the Departmentof FegiOnal,-- • 

EconoWie'EXPntion. 

'A true regional'development Policy was not impleMented until 

the sixties: . Pailiamént Passed the Agricultural and Rural  Development 

• - Act CARDA)  in 1961, the Atlantic DeVeltipMent Board Act in 1962 and the 
6 	' 

Department of Industry Act creating the Area-Development Agency in 1963. 

The specific programs laid out in'theié three acts rePresented very 

different kinds of federal-provincitl'eo7operation, which 'provideethe - 

basis.for the mechanisms established' in later-years. 

	

Still in effect, the AgriCilitural,and Rural Development 	. 
rilt 	ee.nd• 

Act.authorites the federal government to particiPate finanCiallY in 

the development and implementation of,projecte, activities and Plans 

for the re-establishment and development:of the country'shardest-hit 
_ 	- 	. 	.• 

rural ,  areas. ,The minister responsible  for the program,acting oh,  : 

behalf of the federal government, makei livryear..agreementemithjthe. 

provincial authorities concerning the deSignatioù of impact aréés, the:, 

intended fields or sectors and thé measures to be adopted. 

the provincial authorities will formulate and implement the-projectV 

aUthorized under,the agreement, and therlederal:government- wiil pay7. 
. _ 

half of the cost. 

I.  4 • 



The agricultural and rural development program lends itself 

to on-the-spot activities of limited scope concerning the use of 

agricultural lands and forests and imprevement of living standards in 

rural communities. However, the Act also authorized the preparation 

of integrated regional development plans. Five such plans; covering 

the Mactaquac area in northeastern lies Brunswick, the Interlake region 

of Manitoba, and Prince Edward-Island s  have been eatablished - four in 

1966 and one in 1969 - and implemented under federal-provincial agree- 

ments. The PEI plan will remain in effect until 1984; the others expired 

in 1976. In order to finance these plans it was necessary to 'set up the 

Fund for Rural Economic Development (FRED). The Act establishing FRED was 

repealed in 1969 when the Department of Regional Economic Expansion was 

created, but the new Department assumed the financial commitments made 

under the program. It should beMoted that not only were these'development 

plans implemented under federal-provincial agreements but they also gave 

rise to numerous mechanisms for co-operation between the federal  and  

provincial administratiens concerned: committees to administer and 

carry  out the agreements and rectoral eubcommitiees COmpriaing 

representatives from both levels of gevernment. 	 - 

The activities of the Atlantic Development Board were different 

from those of the other programs; the Board dealt exclusively with a .. 

 territory made up of four provinces - Nova Scotia, New Brunswick, 

Prince Edward Island and Newfoundland - with a population of about two 

million people and offered the possibility of involvement mall settors. 

It was not, like the - previoua programs, based  one  prior agreement with - 

thè provinces which 'defined the nature and scope of activities. ...However, 
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in fields of provincial jurisdiction, especially regarding the 

establishment of provincial or local infrastructures,. it was necessary. 

to sign agreemehtswith the provincial authorities to ensure that 

implementation costs would bé shared and the Projects incorporated in 

provincial programs. The provincial governments and privateindustry 

as well as the.Board itself were entitled to propose . projects  or. 

activities, but the Board was required to vouch for the,validity of .  

each project to federal goVernment financial éonirol agendies, notably. 

the Treasury•Board. 	 •• 

Despite its name, the Area Develorment Agency was active only 

in the manufacturing sector, granting tax incentives to businesses for • 

establishing facilities or expanding in declining or slow-growth areas. . 

At firsé the incentives took the form  of exemptions_from federal corporation , • 

tax for three years after new facilities had begun operations and of faster' 

amortization of new assets. From 1965 on, the Area Development Incentives 

Act gave the program greater scope and replaced . the corporation  tax exemptions. 

With development grants or a federal tax credit in the saMe amount. It should 

be noted in pasaing that consultation with the provincial goverUmenta preceded 

the designation  of impact  areas. 

• 
The creation and early days of the Department of Regional Economic Expansion 

1969-1973 

The problem of co-ordinating these various programs, whichIcame 

under separate agencieà, and the need for . unified sod larger-scale action 

led to the creation of the DePartffiént of RégionalEconoiic Expanslon'i . . 

1969. This new Department took over the Admstration rUall existing 

federal regional development programs and bodies. In additicia.to  the 

programs discussed in the preceding section, there were morelimited  or  

specifiç measdres which had been impleMented-1 



• 1 
I 

or to deal with particular aspects of regional development. These 

programs or measures were either: (1) incorporated as such in the 

Department of Regional Economic Expansion'  plan of action, (2) modified 

or replaced by other methods, or (3) abolished. The first group included 

the agrictitural and rural development program; the second, the Area 

Development Incentives Act, which was replaced by the Regional Development 

Incentives Act (DIA), the Atlantic Development Board, now the Atlantic 

Development Council, and the Prairie Term Rehabilitation Administration, 

the role of which was redirected toward methods more in keeping with 

current Prairie requirements, such as aid to the infrastructure through 

agricultural service centres; and the third, the Fund for Rural Economic 

Development and the Area Development Agency. Other less important measures 

remain in effect until the legislation or orders in council instituting 

them expire or until the activities undertaken under their authority are 

completed. 

The Department of Regional Economic Expansion had a new 

conception of regional development. Its primary objective was the 

- creation of productive employment and provision of it "in areas 

requiring special measures to improve opportunities  for productive  

employment and access to these opportunities", without excluding 

"such other matters over. which the Parliament of Canada haajurisdiction' 

relating to economic expansion and social adjustment as are by law • 

assigned to the Minister" (Department of Regional Economic.Expaneion Act, 

section 5). In carrying out this mandate, the Department Of Regional 

Economic Expansion was te rely on two major tools: the speclal areas 

program authorized under the Act creating the Department, and the  , 

industrial incentives program, which was given more power and leeway-under 

the new Regional Develepment Inceativea Act and lubiequent-amendaenta 

17 



than under the previous Act administered by the Area Development Ageney. 

.Efforts were concentrated on these two mechanisms of develOpment, and. • 

as a result - less emphasis was placed on the agricultural and.rural 

development program: during the fiscal years from 1969-1970 to 1974-1975, 

the Department allocated ohly $140 million Out of total expenditures  of 

 42,123 billion to projects'financed under that program. 	 - 

The special areas PrograM was set up to promote-the develOpMént 

of urban or rural centres located in regions with a'siignificant4aCk of 

productive,employment. The areas were designated by féderal-provincial 

agreement for periods generally ranging from four io fiVe yeara; most of 

the'areas received'help in order to correct any shortcomine or inadequacies. 

in infrastructure Which could hinder their-development. During the. 

period Irom . 1970 to 1973,.20 out of etotaLof 23 . special areas were 

designated for infrastructure assistance. This type of support made it • . 	. 
- 

necessary for_the twh levels,of,government to co-operate both in evaluating 

the projects submitted by the municipalities:and in forMulating,development 

plans and studies. -  The federal government, through.the Department of . . 

Regional Economic Expansion', provided all:funds fOr the programs in the 

film of grants or loans, while the provinces wére generally respOnsible 

for implementing them. The designation of special areas gave rise to the 

formulation of federal-provincial agreements on the development or recovery 

méthods.to be uaed in the areas and . the:studies to be done.' TWO-committees 

Comprising repreaentatives of the Department.of Regional Economic'Expansion 

and the provincial authorities were formed: thé first wag& respOnsible for-. 

 examining andreviewing the projects authdrieed under'ah - agreement and tbe, 

second for monitoring their  implémentation; 



I. 

The industrial incentives program instituted by the 

Regional Development Incentives Act continued to be aimed at the 

private investor. Within the framework of the new legislation, 

measures included incentive grants and loan guarantees to 

companies to establish, expand or modernize industrial activities 

in designated areas. Commercial projects were eligible only for 

loan guarantees. Outside the designated areas, certain special area a 

 became eligible for grants. The industrial incentives program is  • • 

essentially under federal government jurisdiction, but consultation 

with the provincial authorities takes .place periodically - for example, 

when a review of designated areas is carried out. 

Policy review and the new approach to,regional development  

Most of'the special areas agreements, which lasted four to 

five years, expired in 1975. On the whole the program had been a - 

valuable experience which was due for evaluation. The detailed policy 

review that DREE undertook during 1972-1973 led it to eitablish a• 

different approach to development and to implement new mechanisms of 

co-operation' with the provinces. This policy reform comprised five 

distinct elements: 

- conclusion of general development  agreements  (GDAs) with  the  

provincial governments, automatically precluding any

•  restriction or limitation on the choice of territories, • 

sectors and Measures (provided  the agreements  contributed 

to development); 

conclusion of subsidiary agreements concerning the particular 

activities or areas involved in a GDA; 

1 
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establishment of developffient stretegies wiih an 

emPhasis on identifying and"exploiting economic 

opportunities; • 

- greater'participation by all federal departments, 

who could become co-signatéries to subsidiary 

agreements in their areas of responsibility; 

- decentralization of DREE services; two-thirds of the 

Department's personnel work outside the National Capital 

Region in the Atlantic, Quebec, Ontario and Western regions, 

The industrial incentives program underwent major changes. 

designed to extend its scope and decentralize the administration . 	" 

involved .. Larger areas were designated; the eligibilitY.criteria. for. 

.financial aid became less stringent; a set fortulfCwas established (25 

per cent of capital costs and up .to 30 Per cent of total salaries" for 

one year); and decision-màking was decentralized for inve'stmenta amounting tb 

less than $2 million or creating fewer than 100:jobs; refundable  assistance  

was made available under set conditions in addition to the other inéentive 

measures suCh as outright grants and loan guarantees. Howeverithe special .- 

areas agreements were not renewed, and when the agricùltural and rUral, • 

development agreements.expired.in  1975 only four provinces  opted in favour 

of drawing up.new ones. 

Thé.  general development agreements outline a strategyifor development . 

in terms of objectives and  activity priorities_yhich the federarand  provincial  

governments must jointly endorse. In 1974 the Department nf-Regional Economic 

Expansion concluded ten-year GDAs With.all the provinces ext4t prince Edward" - 

Island where, as mentioned earlier, a province-wide development plan:was .  . 

still in effect. This..began the processiof formulating ., eibeidiary agreements, 

the-real means of action, which:ere used jointly by :the Department of 

Regional .  Economic, Expansion, the other federal departments.concerned-, 

and the Provincial governments.' It is.through subsidiary. agreemenfe. 

20  



gaps or rectify any 

essential to development; 

that development strategies take •hape, plans of action are • 

implemented and funds are allocated. As of June 30, 1978 a total 

of 84 such agreements had been concluded with the provinces, 

representing federal financial commitments of $2 billion and provincial 

contributions of approximately $1 billion. 

By signing a general development agreement, the  two levels. 

of government seek to meet  •ne of the following objectives: f011ew 

up any development opportunities which cannot bear fruit without 

special intervention by government; fill any 

shortcomings in the economic measures deemed 

or provide a given special area 

necessary for its development. 

with all facilièies or.material. means 

The choice of activities arises from 

the threefold Aesire to (1) identify and (2) promote development 

opportunities. and (3) to speed up exploitation of those opportunities. 

The number and diversity of the fields covered by à subsidiary 

agreement are limited only by the OUA. Of variable duration, subsidiary 

agreements can concern a particular sector or business'or a specific area, 

consider one or more aspects, and propose a broad or narrow range 

measures. The rate of federal government financial participation varies 

from province to province in accordance with provincial economic 	. 

disparities. Thus in provinces where the per capita incomels equal 

to or above the national average, funding of activities is . shared equally 

between the federal and provincial governments. This is the case for 

Ontario, Alberta and British Columbia. However, federal financial 

participation in the implementation of development plans can reach 

60 per cent of the cost of measures in Quebec, Manitoba and Saskatchewan 

and go as high as 80 per cent in Nova Scotia and New Brunswick and 

90 per cent in Newfoundland and Prince Edward Island. The rate of 

of 
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federal government participation.can also vary from One'sgreement to 

another within the same province, depending on the prioritysiVen to 

the measure by either•government. Although funds frem the.Départment 

of Regional Economic Expansion make up most of the financial contribution 

(generally several ,  million.dollars per agreement), DREE is,not the only 

federal government agency'to help finance •subsidiary agreements; other 

federal departMents or agencies also contribute, ly providing eirher. • . 

expertise or money, as long as themeasures planned and.objectives  set 

are within their competence. There is no standard subsidiary agreement 

as such. However, 

of formulating and 

the situation they 

certain features are determined during thé process 

proposing most agreements: objectiveé, duration, 

are designed to correct or develop,,bickground, the 

component parts of all projects - or programs making up thé agreements, 

the action contemplated, management style and schedules, and the total 

budget and its breakdown by source (private industry,.federai governeent 

and provincial. governMent). - "' 	• 

Either the federal or - a provincial -government can.initiate 

preparation of.a Subeiaiary agreement. However, responsibilitYfor 

putting the agreement into . practice, developing it and managing it 

at the federal level falls to thé appropriate regional, office of the 

Department of Régional pct.:morale Expansion. Since its eeorganization, 

DREE has had four regional offices for these purposes (4oecton- for 

the Atlantic provinces, Montreal for Quebec, Toronto for Ontario and. 

Saskatoon for the Prairie provinces and BritiaWéolàmbii) : 1O addition  
- 	• 	.. 

to ten provincial offices (one in'each  provincial capital)  ind,Ewelve.-• 

branch offices_in specific areas. 
• 

2 2 



Consultations between provincial governments and decentralized 

services of the Department of Regional Economic Expansion as well as 

discussions between these services and other federal departments and 

agencies are held throughout the preparation and implementation of 

subsidiary agreements. 

Pederal-provincial  co-operation in the sPhere of regional 

development has gone through a number of stages in the space of 

seventeen years. Different formulas have been used, the characteristics 

of which depended as much en the nature of the activities'under 

consideration as on the amount of financial support provided and the 

exiàtence of other federal or provincial oid programs for slow-growth 

regions. With the establishment of the Department of Regional Economic 

Expansion in 1969, the combination of increased federal financial 	•  

support and the requirements of a program that Was.more effective and 

 better suited to provincial needs made it imperative to show greater 

flexibility in the choice of sectors, areas and measures. It was 

found that the general development agreements, amendable at will by 

both parties, provided the desired latitude; this approaCh also made 

it possible to take into account the regional impact of national 

policies and involve other . federal and provincial departments concerned 

in establishing and implementing regional development programs. 

The general developMent agreements, which have been  in existence  

for four years, require the co-operation and agreement of the two governmesits 

.involved  for the authorization of specific development measures'under 

eubsidiary agreements. Since it - is flexible and recognises:the entonomy 

of provincial governments within their spheres of competence, - this approach 

makes it possible to combine national programs and objectives with 

. specifically regional measures in pursuing the goals of regional economic 

development. Although this formula is relatively new and its possible 
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Transfers to the provinces  

24  

applications have not been completely explored, it has already proved 

that it can enaure a high degree of federal-provincial co-operation and 

bring about a large measure of convergence between the regional goals 

of the two levels of government. 

OTMER PROGRAMS FOR REDUCING REGIONAL.DIÉPARITIES 

The breadth and complexity of regional development problems 

in a country as vast and.diversified as Canada are due both to varying 

regional economic conditionsAlnd to the fadt that  régional  governments 

exercise their own legislative and executive powers over areas with 

widely differing levels of development: per capita income  in. the  richest 

province is twice, that of the.pooreat province. The most ambitious and 

dynamic deveiopment policies will overcome such difficulties only over a 

long period of,time or if aided by new.economiC"Conditions which are 

equally favourable to the poorest provinces. In the meantime, without 

additional income, the disadvantaged  provinces  would not have the financial 

capacity to provide their residents with the quantitY and luality of 

public services or an  income level compatible with the country's economic 

development and acceptable. living standards. Other forms of assistance 

which go beyond the role assigned to a body such as the Department  of 

 Regional Economic Expansion are therefore required. 	 - 	_ 

1 

Since 1962, assistance in meeting provincial government 

expenses has been given through . féderal-provincial agreimente,reached .  

. every four years under the Féderal-Prdvincial Fiscal Arrangements Act.. 

This assistance takes the form of general-purpose .  or specificputpose 

transfers. General-purpose transfers.are direct contributiOng.  to • 

provincial general revenues, and the provincial governMents:ate free.to, , 	_ 

spend them according to their pribrities; . epecific-purPOse, t .raneféreare 



used to finance joint shared-cost programs for health, education and 

social welfare. In general, these transfers account for approximatelY 

one-quarter of the revenues of the provincial governments and the two 

northern territories which receive them. The amounts Vary from ohe 

province to another and they are inversely proportional to the provinces' 

own tax resources. In the two poorest provinces, they are higher than the 

provincial revenues as such. The levelling effect of theee transfers 

is due mainly to general-purpose equalization transfers, which constitute 

between one-quarter and •ne-fifth of the total. Seven of the ten 

provinces receive them; approximately one-quarter of the revenues of 

the Atlantic provinces, which are the four poorest, come from this 

source. Conditional or specific-purpose transfers also have a certain 

equalizing effect, but they are available to all the provinces and the 

offsetting of provincial fiscal disparities is not their prime,purpose. 

Federal payments to individuals, which represent approximatelY 

. tweIve per cent of 'domestic revenues., tan play a positive role -in.  • 

alleviating provincial revenue disparities in so far.as  the less 

privileged provinces have a higher proportion of persons eligible for 

benefits or allowançes from the government. For example, the unemployment 

insurance benefits program particularly favours provinces where thé 

unemployment level is above the Canadian average and which beneflt.most 

from Department of Regional Etonomic Expansion programs. Transfers,to 

the unemployed represent one-quarter of all federal paymentato . 	. 

individuals. 

Although they affect only a fraction of the unemployed  and 

 account for only two per cent of payments to àdividuals, transferaMade.. 

under federal mobility and manpower training programsalso reduce 
..- 	- 

provincial income disparities. In the first place, these programs bring 

about a relative reduction in the number:ofanemployed in regiong where- -- ..- 
• 	• 	 . 	. 	. . 	 .... 	: 	. 

employment opportunities;and vacancies are less iiumerous . and wageir,10Uer.:' 
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Regionalization of federal measures  

Secondly, provinces with high unempldyMent rates have a /arger proportion 

of workers benefiting from sUch programs. Present statistics make it 

possible to measure only this second aspect. 

Taken as' a ,  whole, federai.paymèntà to individualà - the most 

important of whicb,.other than unemployment insurance benefit«, are old 

age security benefits and family alloWanceS - reach a higher per. 

 capita level in the Atlantic provinces, while in Ontario; the'Prairie 

. provinces, • the Northwest 'Territories and the Yukon the  amount spent• per 

capita is below  the national aVerage..- quebéc's share is neaithe average, 

.and British Columbia's  portion is_slightly above it dudto the relatively 

high 'number of elderly residents there'atid the fact that the•province!S• - 

unemPloyment rate is higher than the Canadian aVerage., 

If total_federal transfers to individnals and provincial 

governmenta are .donaidered  and if provincial payments are cbUnted as' 

personal income, the equalizing effect of these measures is even.more 

evident: it is estimated that they reduce' provincial income:dieparities 

. 	 - by one-fifth. 2 	: › 	' 	. 	 - . 

Modification of national policies according to regional  

conditions and thé use of sectoral piograms for regional development have 

played only a limited role-in alleviating provincial and tegional 

disparities in Canada. It is acknowledged, however,' that"uaiform nationa l . 

policies have disparate regional effects and even Serve to:incriase 

regional diSparities, whereas  national or sectoral programwhichtoOk 

.regional 

regional development. 

2 Economic Council of Canada,  Living Together:  A Study of Regional' 

Disparities,  Department of Supply and  Services Cenada, 1977. 

conditions  into atcount could have , a positive iipact on future 
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The use of secteral measures to achieve regional objectives 

dates from the beginninga of Confederation, when the tranecontinental 

railway system was being built. At that time the Western and Atlantic 

coastal provinces obteined reduced transportation rates on their 

. r.oducts. For the Prairie provinces these reductions applied only to 

rail shipment of grain, and flour and inversely, for 	United perio.:, 

to manufactured goods moving to the West fro:a the central provinces. 

In the Atlantic provices, however,  the. range  of subsidized goods 

inciaided virtually everything produccd and at present outgoing shipments 

of most manufcctured'goods are subsidized at a rate of up to 50 acr .  cent. 

In the Prairie provinces, tariffs on tau rail transport of grains and 

grain products have remained unchanged sinee,1897, when they were slbsidized 

at rates of between 10 and 25 per cent. As y result of the reduced 

purchaaing power of the Caaadian dollar,  it is clear that such tariffs 

now cfutribute eignificantly to the cost . of shipping tlese products. 3 
 • 

Regionalization of national policies recently reached new 

dimensions as a result of measures adopted during the last three years., 

One of these measures involves the decentralization of federal government 

services and personnel. In 1974 federal authorities initiated a program 

to decentralize administrative activities and related deciesion-making 

power so as to aid disadvantaged regions and bring federal services 

closer to those who use them. Twenty-four centres across the ten 	 •  

provinces will benefit from the increased federal presence.  • Thia measure 

is well on its way to completion and should serve to strengthen 

regional economies. . 

The economic alowdoWn experienced by Canada since 1974 has 

more seriously,.affected previnces already grappling with a high rate 

of unemployment than the country as a whole.., In partienlar,.thé. gap 

3 Economic Council of Canada, ibid. 



between unemployment rates in Quebec and the Atlantic provinces and 

rates recàrded in the rest of the country has continued to widen'. 

Recovery measures introduced by the federal government pince 1975 have 

not alleviated the recession's impact to the same extent in sll regions. 

Although this is not inconsistent with data on previbus recessions, 

the unprecedented gravity .of the unemploYment situation called for 

measures which were better suited to specific regional ocinditions. • 

Early in1977 and again in 1978, the federal:government modified its 
. 	 • 

. investment tax credit program which had been ,in•effect since 1975; ' 

increasing the proportion of new:capital investments deductible frbm 

corporate income.tax to .1 0- and 20 per  cent in the regions designated 

under the Regional Development Incentives,Act. The rate is now 7. per  

cent for other regicins.. In addition , . a new measure came into effect 

in NarCh 1978, granting an employment .tax credit Mhereby:p portion 

. of the wages paid to.each additional eMployee hired by:private firMs 

• became deductible from corporate income tax, The credit was Set at, 

• $2.00  per  hour for each . neW position up.to  a maximUmbf forty hourà 

per week in the Atlantic provinces and the GasPé tegion, .$1.75 in . 

• the other regions eligible under the Regional Development-Incentives 

, Act and $1.50 elsewhere.. Finally, the government decided to.vary . 

national 'unemployment. insurance eligibility criteria iM.the light of • • 

regional  conditions: as a resulti.workers in regions of-high'unemploy- . 

ment may teceive unemployment insurance benefits after a shorter.:..' 	• 

'period of'continuous employment than'that,réquired nationally. 	• . 

• This is the first time that federal:policies'toAeal.with the. 

.economic situation have included means other than transfer payments 

and public works.projects to combat. regional diaparities. At this , 

stage it is difficult tb.say hew much  the  disadvantageciregioni.will 

, benefit from these measures. Nenetheless,. it seems,cleir that,they .  • 

lend support to structural:recovery and - regional deVelopment ; policies 
- 	 . , 

at  a time when - an economic slowdown'threatena.to'neutraliXe pr . redede. 

their impact. 



Conclusion  

The problem of regional disparities in Canada is such that 

strong measures are required on the part of the central government. 

Furthermore, shared responsibilities in regional development matters • 

call for constant co-opération between thé federal government and its 

provincial counterparts: The scope and nature of the programs adopted 

by federal authorities have been determined by many factors: geographic 

obstacles to the unification of the national economy; fiscal imbalances' 

• caused by the increase in the social expenditures of provincial 

governments; the worsening state of regional unemployment; the slowness 

of progress toward equalization of provincial revenues; and finally 

the varying capacity of provinces and regions to take advantage of 

national economic policies. Originally determined by particular geographic 

and demographic conditions, federal activities were later needed to 

counteract provincial fiscal imbalances, especially from thé thirties on-, 

and then to attack the social and economic disparities which Were the 

principal cause of those imbalances. This last, relatively recent phase 

has led to considerable expenditures through the new Department of 

Regional Economic Expansion and the implementation of programs which 
. 	. • 

require moreparticipetion than ever before on the part.of provinCial 

governments. 

Experience acquired in regional development, especially since 

the early sixties, has shown the need for sustained federaL-Provincial 

co-operation in devising and applying measures which  g  beyond eitablished 

governmental juritdictiens. The original scope ofthese'joinfiefforti 

was rather limited, but it necessarily expanded toAnclude types of 

co-operation which tap all the resources of bothlevels Of government. 

The general development agreements and recent regionalization.of certiin 

national measures illustrate this eyention. 
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INTRODUCTION 

In preparation for the Conference of First Ministers in February 1978, 
the Department of Regional Economic Expansion produced a report on 
econoMic circumstances and medium-term prospects by province. The 
present report, which constitutes one of several discussion papers 
prepared by the Government of Canada for the Conference of First 
Ministers in November 1978, is an updated version of the February 
report. The revision incorporates the most recently available data, and 
notes where economic prospects have changed significantly from those 
anticipated in February. 

This report was prepared primarily in the provincial and 
regional offices of the Department of Regional Economic Expansion. As 
part of its regular analytical work, the department periodically reports - 
on the current economic circumstances and short-term prospects for the 
provincial and regional economies. Although economic circumstances at 
any point in time vary from province -  to province, many of the major 
economic development issues have regional  dimensionss-which cut across-
provincial boundaries. In order to take these into account,' regional 
overviews for the Western and Atlantic regions have been prepared and 
these precede the provincial reports in their respective - aectiona. 

Although each region of Canada deVelops in its own distinct 
way, it is nonetheless true that economie activity in particular  regions 
is closely related to econoMic activity in the - Country as a whole. 
Several factors had an overriding impact on the economic events in 
Canada over the last thrèe years. Generally, the modest 'cyclical 
recovery of the national economy Which began after mid-1475 slowed 
somewhat in 1977 with a growth of real Gross National Expenditure (GNE) 
of approximately 3  per cent for the year. Asa conseitience,.the overall. 
situation in the labour market softened as the average, unemployment rate 
rose from 7".l per cent in 1976 to 8.1 per cent in 1977. The-investment . . 	- 
climate remained uncertain and inflation, as measured by -the.ConsuMér 
Price Index, averaged 8 per cent over the,.Same period. 	• 

A review of economic conditions over the-coursé_pf . 1978 - - - 
reveals an improved but somewhat mixed picture.' Based,  on 	'• 
consumer expenditures and a sharp rise in exports, the real ate. - of 
growth of GNE could reach 4 per cent. The investment . cliffiate fee.1978 
and the medium-term future also seems to be improVing . and  pressures on 

 domestic prices, particularly of food,. 'are  expeeted.to'abate.:HOweyer, 
despite a' growth of employment of over 3 per cent,  the=unemploYment rate . 
is expected to remain high. 	 . . 

While prospects for economic development exist in every prey-
ince over thé medium term, economic perforMance is not expected  to  be 
evenly distributed. The Atlantic,  provinces haVe_been partictilarlY 
affected by the recent period of relatively  slow  growth in i thé national 
economy and have lost' some of -  the relative gains Which they'had  made-in  
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the  late sixties and early seventies. Nevertheless,.  the  Medium-term.• • • 
prospects appear to be improving and the region could experience 	•,• 

significant growth during the 1930s  .if certain promiOing resource 
potentials are realized. The Quebec economy continues to suffer from 
structural problems which have affected the manufacturing sect sor since 
the 'early 1960s. Notwithstanding these difficulties,. there have been 
buoyant periods linked especially with large public undertakings• (Expo, . 

. Olympics, hydro-electric projects). The 1980s could prove to be a 
challenging period for the • provincial  economy as the nianufa.cthring sector 
adjusts, to the changing coMpetitive  pressures  in the wOrld• .economy and • 
the city of .Montreal.redefines its role in the .urbart hierarchy .of one 	• • 
'country. Ontario shotad continue- to maintain relatively . o table  :growth 
based largely on 'resource development in northern Ontario and .. 	. • 

. manufacturing and higher4order•.services ,activity  in  the south. Real 
Regional Domestic Product in the four western' provinces now exceeds that 
for Qu.ebec and the Atlantic provinces combined. , and. the medium-term ' • 
prospects for the western provinceO  are encouraging. .This.growth ., 
however,  is  not shared equally by all four provinces 	Econon.lic • circuin-. • 
stances in Saskatchewan:and, to à lesser éxtent, in•Manitoba fluctuate • . 
according  to  the returns from agriculture, although the .historic 
situation in Saskatchewan may be expected to become .  somewhat More stable 

- . in  the face  of on-going resource  development .s outside.  the field  Of 
"agriculture.- On the ,other hand,. Alberta and British  Columbia can exp-ett 
above7ayerage growth based on tontinued. resource-related:developments. 

• 
Although, in general-, perceptions of .the.médium-terin  prospects  

in the variou s.  regionO of :Canada have  not  changed 'dramatically sinte the. 
February 1978 edition of this report,  a few pa.rticular comments  are 

 warranted.' Overall -prospects • as  deOcribed in Quebec . .and Ontario -aPiiear 
to remain more or  less unchanged  sine  they were. réviewe.d -earlier this, . 
year.' In the Atlantic Region, especially in the maritime provinces, the 

 prospects now appear 'somewhat More encouraging.  In  the "west; the 
medium-term prospects also appear -better, with a slight realignment of 
the four  provinces  .in terms'  of  the, perceived • climate ...for . ,iuture gro. wth.• 

" There is a more optiinistic mood respecting .Manit'Ob. and -  the .medittniterm . 
 . prospects in Saskatchewan now look distinctly better.' •AlthOtigh .  the  .• 

. Medium term should see  a 	Of rapid growth-in  Albert 	the. 	. 
grOwth . rate may .. not be  as  high as .might have .been predicted .% yea .rago. . 
The medium-term• outlook in British Columbia teniairià much the same as in  • 

	

' February. . . 	. < 	. 
. 	. 

Each of the provincial reports çontained' in  this  discussion.  • 
paper concludes with a section outlining adine of thé major economic • , 	„ • 
development prospects for  • that province. Although' eve ry attempt has•••been 
made to foCus on the significant opportunities  in • the medium  term ,. it. rs • 
obvious that additional opportunities to enhance  the  ProspeCts . outlined 
in this  document  may well come to light in the future, .and, .às a :  resUlt, 
any  listing of this sort cannot be considered 'exhaustive, nor. Ohould .  it 
be considered limiting in 'indicating areas in whichz..the Government .of 
Canada. is  willing' to  explore viable  developnient•.cippértunit 	aéross. all• • . 	. 	. 	•. 	. 
regions •of the country.  . 	• 	• 
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ATLANTIC REGION 

OVERVIEW 

The economy of the Atlantic Region experienced significant growth during 
the period 1961-77. Total regional output measured by Real Domestic 
Product (RDP)* increased by 115 per cent, approximately 10 percentage 
points lower than Canada as a whole over the same period. On a per 
capita basis', however, me in the Atlantic Regicin increased faster.than 
that of Canada: 85 per cent compared te 76 per .cent. 

The Atlantic economy has not been able to avoid the period of 
relatively sluggish demand currently being experienced in most parts of • 
Canada and, indeed, in moSt industrialized countries, In recent years, 
growth has been slower in the region than in the country as a whole. 

In 1977, RDP increased by only 1.2. :per cent compared to 3.1 	, 
per cent for Canada, and it is anticipated that groWth . for - 1978 will be 
ar'ound 1.7 per cent for the region. Forecasts for 1979 suggest a higher 
growth of about 3.2 per cent for the Atlantic•Region. 

The Atlantic Region labour force has inCreased faster than'the 
Canadian average since the early 1970s, as a result of a reversal- of : - 
migration trends and a rapidly increasing - partiàipation rate. Despite-a_ 
high rate of employment growth, the net result:has-  béee an increasing • • 
unemployment rate. 

Over the medium term, hoWever,, the prospects'for.the region 
are for a resumption of slightly higher rates of-, output growth, '‘ 
approaching 4 to 5 per cent per year. 	Prospects for such.a recovery 
hingeon the realization of a number of development opportunities and . 
increased demand both from the rest.of Canada and from abroad. • 
Essentially, the medium-term prospects in the Atlantic Région  appear to 
be somewhat more encouraging that thoSe described in the Fèbruary 1978 
'edition of this report, especially in the three maritiMe -provinces.. 

* Current figures and most of the forecasts - ' 
for RDP come from the Conference 'Board in 'Canada.. 
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ECONOMIC CIRCUMSTANCES 

DeMographic Trends . 	 : • 

The Atlantic Region increased its popUlation by 7.2 per cent in the 
1971-77 period, only marginally less than did  Canada asa whole. 
buring this period, the net migration into the region was in the order of 
2 000 persons per 'year: In July of 1978, the population of thé regihn was 
estimated to be 2.2 million, an increase of 2.6  percent from July . 1976. 

• 
Provincially, Newfoundland continued to lose population 

through migration in the early 1970s (although at a 1oWer rate than 
previously), while the three Maritime provinces all registereenet. 
in-migration: .  Preliminary data for 1977 sUggest that  Prince  Edward'Islend 
and Nova  Scotia experienced increased net in-migration. 	. 

Over the medium term- , the region may well maintain the current 
level of in-migration. To the extent that'unemployment rates remain high 
in other parts of the country, out-migration will likely appear 
unattractive. At the same time, it is.possible that a .contlnued trend  • . 
towardrhral living,. combined with.higher housing.costs elsewhere in'the 
country, Will• tend  toencourage sOme'Continued 

• Labour Markets 

During  the  1971:-76 period, employment in the region grew at apace only 
marginally lower than that Of Canada. •However, due•to thé pressurea of 
population growth,.the àge structure of the population; and a . 	 •  

participation rate Which increased marginally faster than the national 
average, the regional  labour force grew faster than.  that of anY other -. 
regionnsequently, the unemployment rate, which was only. 0,8' percentage 
points higher.than that•of Canada in 1971, increased to 3..9 percentage 
points  higher -than Canada's  rate 'in  1976. In 1977, emploment creatien 
grew by approximately 1 per cent,.resulting in a regional unemplhyment _ 
rate of , 12.7  per  cent, aome'4.6 percentage points_higher, than the Canadian 
averagé:‘Although the region'appears to have experienced•aboveaverage- .  
employment gains 1111978, it  is expected thlag slightly: behind Çanadd:in 
1979. The seasonally adjusted unemployment rate fortha'fireden:Montha 
of 1978 approached 13 per cent. 	 , 	 . 

Future prospects in thé labour market are forhôntinued high 
unemployment throughout 1979.- . 0e,Creases in UnemploymeiitHihoUlc1,hçcur .  , 
in the 1979-80  period, .when a number hflplanned projét'S bechMeHH 
operative. - 

Investment Climate 

Investment growth in the 1970à . has,not_kept up:With,thereatof-Canada ,.: 
Capital expenditures in 1977,were Only . 58.per hent:higher - than in 1971, 



whereas those for Canada were 130 per cent higher. The region did, 
however, experience rapid investment growth in housing, trade, finance and 
commercial services and utilities, all of which more than doubled over the 
period. On the other hand, manufacturing investment, which had reached a 
peak in 1971, was 42 per cent lower in current dollars by 1977. 

In 1978, on the other hand, capital and repair expenditures in 
the 'Atlantic Region are expected to increase by 13.6 per cent, compared to 
7.4 per cent for Canada, as a result of significant increases expected in 

• several sectors. Most of the increase.in  investment, however, is • • 

occurring in the public sector, and private investment.in  the region. • 

remains cautious. 

Over the medium term, investment is èxpected to be reasonably 
stable as a result of a number of approved and proposed major projects. 
Resource and manufacturing industries should continue to improve. 
However, the restraint policies of both the federal and provincial 
governments may moderate this growth. 	 S .  

Sectoral Review 

For real output, gains were realized in every sector except agriculture • . 
over the 1961-77 period. In terms of the share•of total Real Domestic 
Product, agriculture and forestry declined, and fishing and mining : 
remained stable, while manufacturing  and mtilities increased. In . • 

employment, the service sector's share of tétalempioyment .grew faster • . 
than those of all other.sectors, with the primary sector registering.a . 

 sharp decline, 
• 

- Agriculture has been steadily declining in importance, both in, 
terms of output and employment, but this industry is expected to 
stabilize over the medium term. So-far, 1978 appears to  have  been 

•a moderate year for farmers, although potatO receipts are doWn : in 
some areas.. For the first four.  months of. theyear, farm • cash . 
receipts were 34 per cent higher than for the-same period in 1977. •  

- The forestry sector's outlook has improved in the last'year. 
Demand in thè 'lumber industry has•been strong, and newsp•rint.demand 
showed no sign of weakening in 1978, due partlY to the exchange7 . 
rate advantage and to strikes in the indUstry in the'U.S. . • • 	• 
northwest. However, substantial growth isnot:expected , ln the 

• industry, as the widespread budwOrm.infestat4n and.heavy 
exploitation of the resource in the past have'rednce&thè'quality 
and quaàtity of raw materials available. 

- - The Atlantic fishery has encouraging groWth•prospècts over  the 
medium to long term as a result  of: the 200-mile.  economic 'zone; 
and the expected recuperation of stocks. Lobster-catches -were good 
in 1978 and priceshigher than 1977 levels. ' -European  markets.. are 
expanding for groundfish and the substantial •reduction - of. the 
countervail threat in the U.& has  ensured continneekçess to the. _- 
American market. 	 - 	 _ • - 
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The improved prospects in the fishery are expecteeto be translated 
Principally into higher incoMes and-higher productivity for thOse 

• :currently effiployed  in the  industry, rather than into regional 
employmentincreases. • 

- The manufacturing sector silffered substantially from the recent 
slow down. Employment declined by 9.3 per cent from 1974 to 1977. 
Manufacturing investment has recently increased but it,  will still 
take a few years before the sector regains its dynamism of  the 	• 
early 1970s. Over the medium term, a turnaround can be expected in 
inyestment, and the region can be.eXpected to profit from the 	• 
lOwering of international  tariffs. In the first . seven.montha of . 
1978 ; '- the value of manufacthring shipments increased 14.5 per Cent,. 
slightly below the national average. 

- The service sector is by far the most important in terms of both 
real output and employment. In terms of production, its growth 
performance from 1961to .  1977 was approximately the same as the 
regional economy as a whole,› and in 1977 the aéétor's share of 
total output stood at 65 per cent. -Employment in serviceà 
registered the highest increase . of all sectors, and by 1977 over 60 

' per cent of employment was in service jobs.: Underlying the'growth 
in employment in services were two  major. factors. The.rise.in 	• 
petsonal income,•in part due to:increased transfer.paymentsled to 
an increase.in  the deMand» for services.:AlSo, the gràwth in' 
,existing government services led to a significant increase in - 
government,and governmentinduéed employMent, .In 1978;.retail 

. sales and sales of new motor vehicles increased, indicating 
moderate strength in the.commercial sector. 	• 	 • 

— .All four provinces Will likely:enjoy-growth in the tourist:induatry 
in .1978 and 1979. The number of visitors is expected to increase . 

 by 10,per cent, and expenditures by,15 per cent. _The . exchange rate 
. and the use of sophisticated marketing techniques,.suCh.as the . 

Computerized .'Check,Innsi reservation systemYliaVe:heipai .  to 
improve operations  in  this seétor. - • 

MAJOR ECONOMIC DEVELOPMENT PROSPECTS 
. 	. 

The performance of the economy of the Atlantic Region over the:nextfive 
• years Will depend largely upon the growth of,theiCanadian ,:and.  'United  

States economies. 'While current internationaleconomic conditions:ate 
still having a negative impact' On the régional econoMy and 	 • 
undoubtedly impede labour market performance throughoUt . 1978, i prosPects 
for growth beyond that look more encouraging, However,. 'thépej)rospéc.ts, are 

 based on the realization of a number of speéific opporiunitieS and the 
removal of identified constraints: 

.The importance of the fishing indhatryis ; expéCted:t6fgtOW as 
the region takeS advantage of the extensiorrofisherieajutiadiCtiOnto. 

, 	- 	. 	• 	. 



200 miles. Realization of new opportunities generated by the adoption of 
the 200-mile limit will require involvement of the federal and provincial 
governments as well as processors and'fishermen. Stocks are expected to. 
recover gradually over the next 5 years and selected investment in 
expansion and fleet modernization may soon be required. Infrastructure 
improvements, stronger marketing, and shore-based production facilities 
will all be important to the revitalization of the industry. 

If the forestry industry is to hold its own, investments will 
probably be required according to market demand to modernize some . of the 
older pulp and paper mills and to further rationalize the sawmilling. 

• industry. The industry will generally have to adapt to a greater 
utilization of hardwoods as a result of budworm infestation. 

The medium-term outlook in mining is generally favourable'. 
Demand for coal will increase as additional coal-fired electrical 
generation is introduced. For base metals, the outlook is less promising 
for the next few years, although the industry in the Atlantic Region may 
suffer less than base-metal operations elsewhere. For non-metals, 
prospects appear to be relatively stable. 

The outlook for the Atlantic Region's manufacturing industries 
is for a gradual return to more normal levels of activity. Recent. 
announcements by the steel industry are encouraging. BOth fistr-processing 
and àhip construction and repair are likely to 'benefit . from the increased 
opportunities, associated with  the 200-mile limit. • Strength in-the 	• 
agricultural sector is expected to result in gains:in the tegiOnal 
food-proceseing industry. 

Two major energy projects in the Atlantic Region are under 
active investigation. The Fundy Tidal Power Project is considered to.have 
important potential and, if studies now underway prove thefeasibility and 
viability of the project, some  construction  activity could . occur befote 
1985. Second, a major hydro-electric power .  projecnat &ill Island on the 
lower Churchill River in Labrador has been« under inVestigation for •Several 
years with on-going activities soon to come . under the aegis of the.Lower 
Churchill Development Corporation. 

The National Energy Board . has given its appytival fon the 
construction of a liquified natural gas transshipment. terminal at 
Lorneville near Saint John, New Brunswick. Delay  in  receiving U.S. 
approval has, however, placed this project in jeoPardy. In the medinm : 

 term, the high cost of energy will remain a serioue_cOnsttaint:to • 
development end a heavy burden, on the region's'ènergy .CeMiSUMçre. 
the longer term the prospects for hydnô and perliépe offshore oil and Ses 
development might present major opportunities. 	• 

In summary, most of the medium-term development opportunities 
in the Atlantic Region are to be found in the natural resources of the 
area and, in the longer term, in its energy potential. 
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NEWFOUNDLAND 

OVERVIEW 

The 1970s have been a period of prolonged slow growth in which the 
Newfoundland economy has experienced high unemployment. Since 1971 real 
output growth in Newfoundland has increased by an average annual rate - of 
2.7 per cent, compared with a rate of 6.6 per ce'fit in the 1960s.  Real  
output actually declined in 1977. Since 1961 growth - in personal income 
has been fairly steady as government transfers to persons have increased 
from 16 per cent of personal income in 1961 to 27 per cent in 1977. 
During 1978, a further decline in output is likely, due in large part to 
the poor performance of the mineral sector, and the unemployment rate 
has remained high. However, the forecast for 1979 is for a real 
increase of almost 4 per cent in output, along with a levelling, off in•  
the unemployment rate. 

Looking to the medium term, the economic picture appears-
somewhat brighter than it did in the recent past, but a number of 
structural problems remain to be solved..Growth in the provinciai 
economy is expected to improve over the next five yeàrs, : although it 
will not attain the 6 to 7 per cent levels experienced in.the 1960s. 
The traditional large-scale federal transfer payments,.à1bng with  the ., 
provincial government's operational expenditures (financed in Part by 
long-term borrowing), are likely to be affected bythe'preSent'policy of 
restraint by both orders of government. This thight limit  the prospects  
for expansion in the medium term. Moreover', private enterprise  may 

 hesitate to invest until the uncertaintylabout thei:long-run supply  of  
energy in the province is resolved. These adverse factors - are likely.to  
be counteracted somewhat by the promising prospects for  the  fisning, 
mining and forestry - industries forecast for the nelit five•eare. 
Usentially, these perceptions have notsreatly...changed : sinC&.the 	• 
February 1978 edition of this réport . 	, 
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ECONOMIC CIRCUMSTANCES 

Demographic Trends 

Newfoundland!s current population is approximately 570,000. Its 
population growth since 1961 has remained fairly'constant, averaging 1 
to 1.5 per cent a year, compared with . 1.5 for Canada as a whole. -No 
significant change is expected in this growth rate in the near future. 
Newfoundland continues to have an,age structure characterized by a . high 
dependency ratio. - Almost one-third of its populatiOn is below the age 
of fifteen. 

Labour Markets 

.During the past several years the labour situation in.Newfoundland has • 
been dominated by growing unemployment. Since 1970, the labour.force has-
increased 39 per cent to 198 000 in 1978. However, the growth of, new 
job opportunities has not kept pace and, as a result, the unemployment 
rate has risen from  13.6 per cent - in 1976 to almOst 16  percent, in 1977, 
and is expected to approximate 16.6 - per cent in 1978. The labour .force 
participation rate • in  Newfoundland has increased . from 43. Per cent .in 
1970 to 51 per cent in 1978, but  is still well ,below the national' 	 • 

average of 62  per cent.  . The labour force is expected  tg. increase by . 3.6 
per cent  from 1977 to 1978, an increase-marginallysmaller,than.the 
national average.  .Average weekly-wàgeS. and .salarlea-r'nse12.T.per Cent, 
from.1977 tn.1978 but are expected to •rise faatet - in .  

Investment Climate 

Since 1971 public and private capital expenditures have increased at au 
average rate of  4 per cent per annum. The constructionindustry and 
utilities were especially hard hit by'a general deéline'in. inyeatment 
oveT' the last two years. - Major  energy-related:projects . point 
bilàhter future in 1979  and  over the Medinmterm,  

Sectoral Review 

- The volume and value of fish landings were uP substantially in 
1977 despite a trawlerman's strike which affeCted'MoStoethe -
island during the first  part of.the year .. LandingS.for'thefiest 
eight'months of this year were up 7.9 per .centtÉ mainly asia 
result of strong  performance  in the.offshore ÉiShey.—Priées'on 
world Markets are strong and,  às'areault;;Hthervalne ofIandings 
during this,period has inéreased 25. perHéentéiiMpared to-the Same 
period last year. 

- Pulpwood production for the first seven months-of_l978 was dowEL-
over .. 20 per cent compared to thesame -period:Ustyear Siguver, 

' Bowater's Limited and Price Neidn'undland likitedeCnreentlY” • • 
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operating at full capacity and it is anticipated that production 
of paper and related products should reach last year's level. 
The outlook  for 1979  is for a continuation of relatively high 
levels of activity in the industry. 

- Mineral output in Newfoundland experienced considerable gains over 
the past several years. However, the labour dispute at the Iron 
Ore Company of Canada in early March of this year severely 
affected the industry in the province. The work  stoppage  lasted 
four months and involved 2 300 employees  of the Iron Ore Company 
and an estimated 2 000 related workers. .Combined with depressed' 
world markets, the result is expected to bé a decline in mineral . 
production of close to 25 per cent in 1978. Onthe positive side, 

• 

	

	zinc production is remaining steady, and prospectalnr 1979 for 
the mining industry are encouraging. 

- The value of manufacturing shipments during 1975-77 declined as a 
result of the closures of the Come-by-iChance  Oil Refinery' and. the 
Labrador Linerboard Mill. Active prospects exist for  the  

- reopening of both these facilities. But'even in their absence, 
growth in the total value of shipments resuffied normal patterns . 
during the second half of 1977, resulting in a 13 per cent overall 
increase for that year. This pattern continued for the fitét 
seven months of 1978: the value of shipments increased over.I9 
per cent.compared to the same'periodqast year,./The.Value of, real 
'manufacturing shipments is expected to increaSe by apprOxiMately 3 
per cent in 1978, 	 • 

- Construction' activity was seVerly depressed_in NeWfoundland in 
1977 with. overall construction expenditure'doWn byalmost 20 pet 
cent and housing starts down by 41 per cent. To à large extent 
this decline reflects the fact that the.prnvince's long-standing 	, 
housing shortage has been filled and the 'industry is now dperating 
at more normal levels of demand.- Tdtal çOnSirudtion expenditUres 
are forecast to drop by only 4.5 per cent this year, as the:i4act 
of the decline in residential actiVity is Softened by alvincreaSe 
in the.nonresidential sector. Activity inIthe sector is highly 
dependent on major government programs sucb as the:renovation of. ' 
wharf, .ferry and dock facilities and the npgrading Of *the -- • ' 

. Trans-Canada Highway. 

Sub-Provincial Circumstances 	 ' 	 ' 	_ - 
. 	 . 	 . . 	. . 	. 

	

: 	. 	. 
. 	. 	 . 

St. John's on the  east coast and COrner Brook on the weeèokiSt .  continue 

	

to be the major centres of economic activityln . .the.proviace 	Both' are 
growing rapidly -- a reflection of the'redUction of:eiSployment ' 
opportunities in the rural economy. A number  of  smaller 'Centres have . 
been particularly bard. hit, in the pastjsai'.witeh,Cicisùe':Or C4tting back 
by the towns' major employers, 



MAJOR ECONOMIC DEVELOPMENT PROSPECTS 

The short- and medium-term >outlook for Newfoundland's fishing industry 
is for continued improvement.' However,.in order to tealize 
opportunities.emerging from Canada''s adoption of the 200-mile enunomic. 
zone, ongoing dialogne between the federal and provincial governments, 
the industry, and fishermen,is.re -qUired in order to meetthe• challenge 
of the next decade. Government involvement in support of infrastructure 
improvements and shore-based production facilities is  an essential part 
of the.modernilation and revitalization of the industry.: A. 
concentration of effort through reSôutte management, industry - 
rationalization, -  international market expansion and infrastructure , 
steport will be necessary. Output in the industry is expected.to  -double 
in the next-five years. This is..expected.to  result, inlighet intnmes 
for those in the - industry but only a mnderate increase in emploYment.. 

• 
Improvemente . in the markets. for .pulp and paper ..products in the 

United -States and other foreign countries have resulted in high.lévels • 
of production for the province's . two paper mills.. Since contracts for . 
the saleof'paper products:are made in foteign . currencies and.  are' 

 long-term in nature, the  continued decline in:the 'value of the Canadian 
dollat,has•meant a comparative increase in. revennes  for the.two . 	. 
producers. Consequently, the.short- to medium-term outlook'is spod. 
There also are oppcirtunities to expand the•sawmilling, industry; subject 
to a f rationalization'of its produttionand mérketin&opetations.- 

• . 	. 
• . • ' The future continues.to  hold promise for. Increased'mineral. 

production. The:most recént'•expansion. of the Iron OréCompany - ôf Canada.: 
facilities in Labrador City . has. been completed,  and. there aie extensive 
unexploiteiliron ore,deposits. .The demand  for, lron ore isex.péctedto - 
strengthen -in the future, which will,  more than offset thelnSseS. 
sustained in 1978i . The exploration for gold nearPort aux Basques-is ' 
still'in thé initial stages'. Sibilarly, the .uranium deposit neàr • 

Makkovik may be developed'in the Medium-term future. .1,1ineral production 
elsewhere in Newfoundland may .  experiençe soMe-setbatks :, and: adpstments 
may be:requited in certain mining comMunitieSin  the short and 
medium 'term., 	• 	. 	 • 

. 	. Despite  the  serious setbacks.of reCent yearS .,  thé short-  and. 
medium-teem prospeéts for the manufacturing sector : aremoderately 
encouraging, due mainlY-to a turnaround in the l fcirétinebnfe fishing  

- and paper industries which form the basis-of the:thiS . 'sèctot.-  
_ 

• Although construction activity fell during,  1977, ,and  again in 
1978, the outlook for . 1979.is soméWhat brighter. 'A tutnaroilnd is . 

 expected in residential -construction and a number:of,:priVate'dettcer 
projects are scheduled for 1979. Utilities spending and construttion 
activitY is expected to improve with>the-beginning.ofwôtk.ôn::the:Ser, : - 

 million hydro prôject àt 	Lake.inCenttai:NewfdundlàncUln117879. 



Further improvements on the construction scene may occur in the next few 
years with the planned additions to the thermal-generating plant at 
Holyrood. 

The development of energy resources is seen as a key to 
economic growth in the province. It and the possibilities of offshore 
petroleum and minerals represent the major issues of concern for the 
future development of Newfoundland. The provincial government has been 
conaidering the development of the hydro-electric potential of the 1ower 
Churchill River (the Gull Island hydro project) although no final . 
commitment has been made. In the eeantime, generating capacity is being 
expanded at existing thermal plants. 	 • 

Potential offshore petroleum is considered to be a promising 
natural resource for the province. Industry reports suggest that if 
commercial finds are confirmed, production may be possible within the 
next decade. Although oil and gas exploration was stalled in 1977 
awaiting settlement of jurisdictional problems, exploration activity 
resumed in 1978 and should continue to increase in the medium term.. . 
Considerable spinoff effects are expected for the short and medium term 
in the areas of marine services,  shipbuilding and repair., and 
transportation and ancilliary services. 

It is expected that the tourism sector will experience growth 
and expansion over the next five to 10 years as a result of 
federal/provincial initiatives 4o improve services and encourage  private 
investment in facilities. The shortness of the season and the «cost of 
transportation to.  the  province remain as major conatrainte. 

There may be medium- to long-term development opportunities 
associated with Newfoundland's marine tradition'and 'North Atlantic 
Gateway" location. For example, Newfoundland . and the U.S. National: 
Aeronautics Space 'Administration (NASA) are developing plans for a 
global weather report read-out station at.Sheer Côve, 15 miles-from St. 
John's. The Newfoundland.Ocean Research and Development. Corporation 
(NORDCO) will administer the contract. An ice research institute, 
involving an initial investment of $35 million, is.slated for the medium 

On the whole, Newfoundland's prospects for . developMent in.the 
medium- and long-term future appear to stem from ità Marine. resdurces: 
.and its energy potential. 





PRINCE EDWARD ISLAND 

OVERVIEW 

From 1961 to 1971 the economic structure of Prince Edward Island 
remained virtually unchanged. The province continued to be heavily 
dependent on agriculture, fishing and tourism. The 1960s were marked by 
slow population growth, lagging incomes, and high seasonal unemployment 
rates. However, since 1971 moderate advances have been made, with 
increased investment and some diversification of the Island economy, as 
well as modest population growth. 

Real output grew by about 2.3 per cent in 1977, compared to 
about 3 per cent for the country as a whole.  Indications are that real - 
output will increase by 4.1 per cent in 1978, a rate hiàher than all 
provinces but Alberta. Both wages and salaries-and personal disposable 
income grew more slowly in 1977 than in1976. Personal income grew bY • 
only 7.2 per cent (compared with 9.6 to 10.7 per cent in the_other 
maritime provinces). Preliminary estimates suggest•that'in 1978 the 
growth of personal income will continue to lag behindrthatof the•other 
maritime provinces. 

The prospects for the medium term are for m6derate.irdwth 
based on the manufacturing sector, particularly  food-processini, and the 
service sector. The size of the working-age pnpulation in Prince Eiward 
Island is expected to grow at a slower -  rate through1978-85 than,it has 
during the past five years. The significant inc'rease in participation 
rates which contributed to the rapid advanCe of- the labour force . is  also 
expected to slow considerably. In the medium term, thereeore,"the . 
employment situation may improve, although  in 1979, the  unempretiyment . 
rate is expected to remain around the 10 per cent . mark. The modest 
expectations for growth over the medium term'have not .changed 
appreciably since the Febrilary 1978 edition  of  ihts . report.: 
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ECONOMIC CIRCUMSTANCES 

Demographic Trends 

The population of the Island in 1971 was 111 600, and approximately 
122 000 in July 1978, an increase of about 9 per cent.. A large part of . 
this increase was causecrby migration into thé province;. the Island's 
rate of in-migration has increased considerably in recent years. • Most 
of the population growth occurred around the province's major centres, 

• Charlottetown and SumMerside. 

Labour Markets 
• 

' The labour forée expanded from 44 000 in 1971 to 52 000 in 1978, an 
increase of 18 per cent in the seven-year period". Thé expansion ih the, 
labour force thiS year is larger, in relative  terms, than the increases 
in the neighbouring provinces of Nova Scotia and New Brunswick. 
P.E.I.'s participation.rate of 58 per cent in 1978. isthe : highestin.the. 
Atlantic Region. Similarly, the female participation rate ià 'higher 
than in.the other Atlantic provinces. 

Despite the fact that moderately-strong employment growth took 
place in both-1977 and 1978, it was outpaced by thesrowth  of  the labour 
force„so-that the average'annual rate of unemPloyment'in:1977. was 10 •  

per cent.. • t. is eXpected that the 1978 rate will:not-change_ 
appreciably. • 

Investment Climate 

New investment in buildings and machinery increased dramatically from 
1969 to 1973, reflecting major expenditures in houSing, government.and 
institutional categories. After. 1973 i .invéstment eXpenditures slowed 
down, due mainly to a sizeable cutback in housing Construction.. 
Investment during- 1977 picked up,substantially in the-ptiblic sector but 
was relatively weak. in the private sector, especiàlly.,in,ManUfacturing . 
and Utilities.: preliminarY •indications ., are,that:the.inVestmentclimate : 

 is cautiously optimistic in 1978  and  is 'likely to reffiaià sôfor...1919. 

Sectoral Review 

- The agriculture sector, has shown a significant improyement_in 
recent years but iome setbacks oceurreein 1977- and 1978, 'compared 
to the record harvest year of 1976.. . LoW prices for * the 1977-78 
'potato crop resulted in a decline. in farm' inhomés in the *first 
:half of 1978. The potato crop declined slightly : againthis year, 
but it is expected that this•decline will be•comPengated by 
improved prices in other agricultural Commodities. P.E.I. 

. farmers, therefore, will 1ikely count 1978:as aflairlygood-year. 
Processing facilities for the pOtato .Crophave .  expanded' in  the 

 past year, and are taking a largershare'oLthe•Crop : than:in the 
past, adding some welcome:stability - td:the:farMsector, _ • . 
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- Prospects are brighter in the Island's fishing industry. The • 
P.E.I. industry is heavily dependent on one species, lobster, 
which is being fished at its maximum sustainable yield : of 
approximately 11 million pounds per annum. Lobster accounted  for 

 65 per cent of the total landed value of all fish in 1977. The 
value of fish landings in 1977 was $14.6 million, and $11 million 
through the first 8 months of 1978. In 1978 the lobster catch 
was good and prices and demand were high. 

A program' has recently been introduced under the Comprehensive 
Development Plan which will compensate fishermen  for the 
voluntary retirement of lobster licences. The spal is to reduce 
the number of lobster fishermen from 1 500 to 1 100. If the 
program goal is achieved, lobster will be fished' at its  maximum 
sustainable yield and the earned incomes of the remaining. 
fishermen can be expected to increase. . 

- It appears that the Island is . gradually . recovering from the . 
decline in tourism experienced in 1976. .111 197 7.  therê.was a real 
increase in , tourist spending.of Ito 2 per -cent. Revenue is •• 
expected to be higher again in 1978. The depreciation Of  the 

 Canadian dollar Will no doubt.help the Island's . touriam sector. 

- The food- and fish-processing• industries account for.over. 	70 per , 

cent of total manufacturing.value-added, so that the décline in 
output in 1977 in .the agriculture and fishing - sectors had n 
significant impact on the manufacturing sector, In 1978, the . . 
moderate year in agriculture combined with the encouraging year 
for the fishery provides some indicationthat significnnt growth 

' will be realized in the manufacturing sector. - 	• 	• 

- Since 1974 initiatives have been• undertaken to diversify the . 
 industrial sector on the Island. A number, ofhew establishments 

which will produce and market higher-technology- producte have • 
located in Charlottetown. New industriai•malls have been built 
in Charlottetown and Summerside to house. a nuniber,of theee 
smaller firms. Further.developments of this  sort are expectectiO 
'continue  for the next few years. 	 . 

The construction industry has bêen making a substantial 
contribution to the grOwth of-  the Island economy. HoUsing starté 
in 1977 were down from 1976 levels but preliminarY data indicàtà 
that residential construction. has inCreased eubstantiaily in 
1978. P.E.I. is the only Atlantic proVince.to ShOw gaine in: - 
housing construction this Year. Win-residential: construction'has. 
made gains as well, in part due to the large'Rarboiirside projeCt 
in Charlottetown. 	- 

- The service sector has been a source of strengtlità : thnIsland. 
economy in 1978, due mainly to  an increàée inleveie of-trade, -  



although gains are also anticipated in community, business. and 
. persànal services. The growth inthe service sector ii expected 
to be smaller in 1979 becSuse of an expected slowdown in trade. 

Sub-ProvincialCircumstances 

The Island, like most provinces, continues to experience a trend toward 
urbanization. Most populatiori-growth is occurring around - the two main 
urban centres, Charlottetown and Summerside, and the unemploymentrates. 
in these centres are appreciably lower than in the -rural areas of the 

• pràvinée. _ 	 . 	. .•. . . 	. . 	• 	 . 

. 	 . 
MAJOR ECONOMIC DEVELOPMENT PROSPECTS 	 . 	. 	 ' " . 	, 	. 	. 	. 
Moderate growth is expected for the next five years in the . agriculture 
.sector. Potential developments include a cardboard-packaging 
manufacturing:plant Which would alsà serve other industries, a frozen- . 
fastfood plant, the shipment Of potato wastes tO..a. beeffeedlot,. a 
potato information/communication centre, and a plantto prodlice elcohol 
from potatoSs. The fishing industry is forecast to séhieve a Marked 
improvement in the short and medium.terms..., In addition to rationalizing 
the lobster fishery, efforts are being made'to establish an aquaculture 
industry based on oyster harvesting. It is expected that the concerted 
efforts in recent years to increase  the  prodUctivitynfths.,Island 
fishermen will produce benefits which will:be Séen , .in•thnekt fiveto 
seven years. The to:twist induàtry is expected to•sXparid.- • • . . 	•  

. 	. 	 . 
In the next year construction work for the Department of. 

Veterans Affairs offices will begin. This PrOject will create a number . 
of construction jobs during the next three years and, therea.Étér,'600.to 
800 permanent jobs will be created. The province and municipalities are 
currently. planning forthis project in order to maximizeits positive' . 
effects. Other major construction projects 4 the near and medinm-terM 
future, such as:the  construction : of a new.hospitaLanethe_rel-building 
of the airport point to. an optimistic outlook-in the  construction. • ' ' 
industry. 	 . 	. 	- 

	

. 	 _ . 	 . 	- 	. . 	 . 	. 	 . . 	. . 	 . 
Industrial diversification has been an important develOpment 

objective in Prince Edward Island. During  the  last three years the : ' 
. province has made great efforts to s attract.ind'ustrieS : whiéh-eresmall. 

and do not rely on the natural resources*of theproV'ince.. -A, nuMber-of ' 
firms  have. located in. the Charlottetown=snd 8nmmerSide'indUstrial . : 
parks.' . 	.:- 	' 	• 	 . 	. 	 , 	. 	. 	• . 	. 

. 	:., . 	 . 
. 	 Revitalization of the city core. and  waterfront area in . 	 . 	. 
Charlottetown is now well underway, :  The ConfederatiOn'reOurt pro,jeCt 
began in the spring of 1978 and will  end 	 late 	in - 
cOnsiderabie.retail and office expansion in the  :cithee).:'»Totitl - :: 
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project costs are $8 million, with total direct new jobs exceeding 100. 

Although largely privately financed, there is some government investment 
through the Comprehensive Development Plan. 

The Charlottetown waterfront area is  no  w undergoing a $30 
million revitalization. The Charlottetown Area Development Corporation 
(CADC), owned by the province, city, and surrounding municipalities, is 
the implementing agency, with its funds coming from a host of public and 
private sector sources. Further revitalization of the area will be 
carried out by the CADC• in the 1980s using increasing amounts of private 
sector funding. Current and future activity will result in a large 
amount of construction-related employment, with activity to 1981 
generating more than 150 permanent new jobs. 

The wide range of present and-future-opportunities suggests 
that the Island's development-prospects are brighter and more • 
diversified than they appeared to be a few years ago. 
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NOVA SCOTIA 

OVERVIEW 

Real Domestic Product in Nova Scotia grew by 1.4 per cent in 1977, 
. compared with 3.1 per cent nationally. Some reéovery is forecast for 

the province in 1978 with an expected growth rate of 3.4 per cent.  The 
 slowdown in thé provincial - economy in 1977 is attributed primarily to 

weaknesses in agriculture, construction, Utilities and the service.  
sector. In the manufacturing sector, performance of the shipbuilding 
industry was also weak. Growth in 1978 appears to be  the.  result of an 
increased strength in most of the goods7producing industries and of 
increased export sales. However, the unemployment rate mIll remain: - 
above 10 per cent, in 1978. 

The medium-term prospects for the provincial economy are 
somewhat encouraging, as the aggregate investment outlook is relatively 
promising. A number of announced major projects, primarily government-
initiated, should be well underway and by 1980 their combined.effect 
should help to ease the unemployment situation. Moreover, circumstances 
in the shipbuilding and steel industries are more favourable than .at the 
time that the February . 1978 edition of this report was written. A - new 
owner has begun to alter the direction of the Halifax Shipyards, and the 
Sydney Steel Corporation was awarded three major mid-term -contracts 
which will result in increased employment. Overall, ecônemic growth . 
should be closer to the national average than has been - the case. in, 
recent years. 	 • 
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ECONOMIC CIRCUMSTANCES 

Demographic Trends 
• 

The Nova Scotia population grew by 6.6 per cent during the 1971-78 
period, compared with 8.9 . per cent for the nation as a whole'.  Most of 
this growth took place in.the province's central .counties, although.a 
few of the more geographically extreme counties shoWed surprisingly 
large percentage increases.  The  population of the province has now . 

 reached ,842 000. 

Much of the growth has occurred outside the urban centres, 
reseting in an.increase in the percentage Of the *population living in 
rural areaS. Factors supporting such a shift have been the reversal, 
since 1971, of substantial out-migration from the,provinoé.to-a net 
in-migration position, lower property taxes,*andimprOved 'highway acceas 
from riaral residential areas to urban centres with better . employMént 
'opportunities. 

Labour Markets 

Over the past few yearA, the rate of job creation has deOlined. 
level of emPloyment remained Constant between 1975 And 1976 and 
inçreased by 1 per cent in 1977. During the same perfod,'however, the 

:labOur force. increased by 13,000 persons. Consequently,.the 	 • . 
uneMplOyment  rate  has risen from 7.8 per cent in 1975 to 10.7 per-cent  •  
in 1977. However, in the first nine months of,1978,Hthe - uneMploMent 
rate averaged 10.6.per cent, while employment grew by 3.2 per cent: •  

. 	. 
In parts of the province, unemployment_reeohedvery high 

levels.' In northern Nova.Scotia,fer.examPlethe . .ayergge - fOrthe.f#St 
nine Months of.1978 wàé 12.8 per cent,:and 
per cent. 

Investment Climate 

-Instit'utions and governmentà liave always accounted for Asizable portion 
of capital investment in Nova Scotia. 'Since 1961 their.sharé of total 
investment has,never dropPed below 20 per cent,,althoughinr the.:earl 
1970s,  there were signs of a decrease in the dependence. on-these - - , 

. sàurces. 	 , . 	 . 	 . . . 	, 

However, iollOwing. the 1974 slow-down, the climate for*Private 
inVestment weakened considerably. Manufacturing investment declined in 
1975 and 1976 and began to.show signs of impreVement bnly'in1977. 
The private sector investment. cliffiate remained.cautious in 1977 bilt a 
turnaround is'occurring this year due  primarily to increaées in the  
..primary, manufacturing,'institUtional and governmentseCtors .. - 110using 
construction reMainsat a.relatively'loW,ieVel . :but-substantial 
conatructiOn activity is expected' in 'the non-residential Aectot...: 
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Sectoral Review 

- Sizable increases in cash receipts from pork, dairy and poultry 
were the highlights in agriculture to July of 1978. The good 
summer and fall weather should mean an increase in farm cash 
receipts compared to the generally depressed figures of 1977. 

- Fisheries had  an excellent first half of the year in 1978 so that 
quotas will be a limiting factor for the rest of the year. Prices 
are expected to remain high as markets continue to be strong. 
The potential of the 200-mile limit may be beginning  • to have its 
effect on fleet modernization and expansion of fish plant 
capacity. 

- Forestry remained stable during 1978. Pulpwood production 
increased 8.2 per cent in the first half of the year While sawn 
lumber 'production was below the strong 1977 performance. However, 
the depreciation of thé dollar is expected to significantly« 
increase export demand in this sector in the last half. of the 
year. 

- Performance of the mining sector has been better than the 
national average in 1978 although the increase in output was not 
as great as was earlier expected due to a slowdown in the opening 
of the Stellarton strip-mining facility. Output is expected to 
increase in Nova Scotia by 1.7 per cent, cOmpared to an  • 
anticipated decline of 4:8 per cent in Canada as a whole'. 

- The value of manufacturing shipments to September of 1978 
increased by an impressive 18.2 per cent compared to  15.5 per 
cent for Canada. Most of the growth was in food and beverages, 
metal fabricating,'electrical products and. petroleum and 
chemicals. Pulp and paper and other exporting industries are 
expected to henefit from the lower value of the 'dollar. Steel 
and transportation equipment have imProed-over , the past'yeat: 

- The construction indnstry is foreéast to advance beybe the ' 
corresPonding national rate of growth in 1978. HOusing . startS., 
are not expected to exceed those of 1977 but substantlargains 
are expected in the non-residential sector.. Non-residential 
construction is benefitting from a nuMber of.large'irojects 
across the province, and especially in thé Halifax-,Dartmouth 
area. 

- Output of the.service industries-has improved... In particular, 
retail sales showed a marked improvement up to July of .1978 due , . 
in part, to the reduction of the . provinaal'retail sales tax 
until October. -Tourism strengthened in  1 9 7. 8, 'partly because . ..of . 	. 
the decline of the Canadian dollar. 	- . 
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Sub-Provincial Circumstances - 

As in the past, Ha1ifax County and the central-corridor area tended to 
. have levels of economic activity and unemployment rates closet to . the 

national average  than those.of the rest of the province. The prospects 
for the next few years are for the continuation of rapid gro-wth in these 
àreas, not only in terms of absolute growth but ale() in terms of 
economic diversification. 

MAJOR ECONOMIC DEVELOPMENT  PROSPECTS 

The menufacturing sector is expected tO experience a mixed  performance 
over the medium term. The shipbuilding industry has begun to.show signs 
of stabilization with a new owner and a new direction.indicated for the 
Halifax Shipyards. The Trenton rail-car workS has a more cWtimistic 
short-term outlook following. an  announced $40-45 millionlienezuelan 
rail-car contract. The Michelin Tire.plants located in the province . 
continue to,proyide a stable source of employment end-income, A récent 
expansion brings the work force up to 3 000 from the initial 1 000 
effiployed in 1971. • 

. The Sydney Steel Corporation, with three majorcontractS, has 
stabilized its positicin at leest for the medium term.,-Employment• hàé' 
increesed tc; i 400 from 2 250 and haà prospects of eXpending toendi 
stabilizing at 3 000 if production. increases .to  meet. thecontract, ' • 
requiremente. This expanded production- will, howeveri s  defrend'on a major 
capital rehabilitation  in the order Of $150 million. • 

The:record 'amount of mineral exploration. in the:.last four 
years,: along with'the rise in the fortunes of the coal industry, signal 
encouraging prospects for the mining sector'. AnnouncementS ooncerning a 
$100 million undergroUnd coal mine at Donkin.and a $165 million 
revitalizatiOn of  the No. . 26 Colliery by DEVCO indicate.enconraging 
prospects for thieindustry, - The opening of.a iead-zinc:miné-at .Cay's 
River by early 1979 will create 156 neW jobs and inCreese the. importance 
of metals - to  the  mining sector: GypSum - Should' maintaiir . iténportance :  
as the province's second contributor.to  the value ofmineral 	• • 
production. 	 • 

• Non-residential constructio n. projects, such as the $25.0 - 
million in .defence spendin&announced for the 'Halifax-Dartmouth Métro: -  
area, the new . Conteiner pier, the Quinpool Road developMent and the • 
Halifax-Dartmouth Waterfront development project will, esthey'proceed, 
have a positive effect:on constrUction employment, • 

! 	The agriculture and forestry sectorS will continue tO:exhibit 
only modest growth  In the  Medium term: : The..CanadeNoVa, ,Scotte' 

-subsidiary agreements are  anticipated tO . , inVolYéSoM. 67,..3 .;.mgildn. over 
the next 



five years and will help to create more efficient production units. 
These efforts will also encourage wood-fibre production in the forest 
industry, thereby contributing to the stabilization of employment in 
both of these sectors. 

Although the fisheries sector has moderate long-run growth 
potential with the establishment of the 200-mile limit, large-scale 
growth is not anticipated for the next few years. Stocks are not 
expected to recover fully before 1985. However, some investment in 
expansion and fleet modernization may begin prior to this date. Market 
development, technological adaptation, and resolution of the Canada-U.S. 
marine boundary question are among the issues facing the fisheries 
sector in the medium-term future. 

Moderate growth in Nova Scotia's tourist industry is expected 
to continue in the medium term, in part due to improvements in the 
physical facilities and attractions assisted by the Canada/Nova Scotia 
tourism subsidiary agreement. This will involve an estimated $13.7 
million over the next' five years. 

Output in the utilities sector is expected to increase by 
approximately 3.5 per cent in 1978 as the first of two installations of 
the Wreck Cove hydro project has recently been initiated. Nova Scotia 
currently . has the second highest electricity costs in the nation. Some 
convergence with the national average is expected in the next few years 
as the province moves away from its dependence-on .imported oil  and 

 increases its use of Nova Scotia coal for thermal generation. In the 
medium term, however, energy costs are expected to . remain a serious • 
constraint to development in the province, 	 . . 
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NEW BRUNSWICK 

OVERVIEW 

During the past two years, the growth of the New Brunswick economy has 
been below the Canadian average. Employment grew by 1.3 per centin 
1976, compared with 2.2 per cent for Canada, and . output grew by  3.7 per  
cent, compared with just less than 5 per cent nationally. Very little 
employment growth was registered for 1977, while an increase for Canada 
of approximately 2 per cent was recorded. In 1978,-economic.activity in 
the province appears to have accelerated. as employment Is eXpected to 
increase by 4.5 per cent. 

This recent performance has been.disappointing compared .  with 
the 1971-75 period when real output and employment growth 'generally 
exceeded that for Canada. The progress made in the first half  of the 
1970s towards reducing income differences between New Brunswick and the 

. country as a whole has not been sustained. Earned income per capita, . 
which rose over the 1971-75 period to reach 71 per cent Of.  the Canadian 
average, fell back in 1977 to approximately the 1971 levelof 6-8  per 

 cent. 

Capital investment has declined slightly.in  real terms since 
1975, but remains historically high as a result of investment in  
utilities. New capital investment in manufacturing, however,'has 
declined from its peak in 1975. The'overall growth in capital 
expenditures in 1978 is expected to be 14.3 per "cent in current dollar 
terms while manufacturing investment should increase by . .19.7 . per cent. 
Over the medium term, the expected large:investments in mining and 	• 
energy-related projects should bring New Brunswick closeto national . 
growth rates. The outlook for the province's agriculture, fiahing, 
mining, and related processing and supply industries  is  .for groWth rates 
in excess of recent trends. However, becanse of the : preasures .f.r6m a. 
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rapidly growing labour force, it may well be several years before 
employment growth exceeds labour-force grOwth on a sustained basis. 
the near future, moderate improveMent can be expected in the rate of 
unemployment compared to that experienced in 1977 and most of 1978. 
These  perceptions are therefore more encouraging than those stated  in the  
February 1978 edition of this report. 

ECOMOMIC CIRCUMSTANCES 

Demographic Trends 

.The current population.of New Brunswick is approximately 696 000. Over 
the 1971-78 period, New Brunswick, with a positive net in-Migration, 
experienced a population growth  rate  1ligher than the Canadian  average.  • 
This is a marked turnaround. from the,historical trend whereby the 
province eonsistently lost population to other,parts of Canada. .The. 
recent net in-migration, however;.appears to have tapered  off  since 1975. 
The age"distribution of the population remaina_biased .  towards .  the: - 
non-working,age groups, resulting in &higher dePendency'ftatio than  the 
Canadian average. 

Labour Markets 

. In general, employment growth has not kept pace.with the groWth ofthe 
labour force during the 1970s and the'unemployment rate. has more than 
doubled from 6.2 pér cent in 1971 to 13.4 per CentOn 1977. Over the 

.1970-75 period, employment grew at historiéally high  rates but the 
labour force, swelled by yàung entrants, in-migration and increased • 
female participation rates, grew even. faster.. Althôugh the rate of 
growth Of the labour' force  has moderated somewhat,.theyerli low . rates  of  
employment growth of 1976 and.1977 have.resulted in à dramaticinéreaSe 
in unemploYment.,Jiuring the first nine months cif 1978, the uneMployment 
rate averaged- 13 per cent on a seasonally adjusted basis. However., there 
have . lbeen some recent encouraging sighs. The .rate.of:j6b'Creation'in 
1918.is expected to bé in excesa of 4 - per Cent, compareeto the.national 
average of 3.2 per, cent. 

Investment Climate 

Investment in the New Brunswick economy grew.,steadily over the earl 
1970s, reaching a peak in 1976. However, exPenditures in 1977 have  
fallen slightly froM  the  1976 level in real,dellar terms . and.:the.pattern 
aéross sectors has become iquite uneven.with 	 acebunting:fer a • 
disproportionately high share of'new Capital spending.. 

_ 
. . 	In 1978 there was soMe improvement.id.investMentparformançe In 

most induatrial sectors. 11ajor,increases',areexPected:inenergy7 ,related . 	. 	 . 	_ 

	

activities, manufacturing, trade and commercial.  aeryiées 	. 
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Sectoral Review 

- Farm cash receipts were down 10.3 per cent between April 1977 and 
April 1978, due mainly to a decline in potato receipts. For 1979, 
a slight increase is projected in livestock production, while 
other commodities are expected to maintain 1978 levels. The 
medium-term outlook is for significant growth in agriculture and 
its related sectors. This growth forecast is partially based upon 
increased local production for local consumption as well as for 
sales outside the province, particularly in such products'as seed 
potatoes, processed potatoes, and fresh and frozen  fruits and 
vegetables. 

- The New Brunswick mining industry recorded only very minor 
decreases in real output in 1978. In relative  terms, this is an 
impressive record, as base-metal mines elsewhere suffered major 
setbacks due to the decline in world  markets. The prime reasôti .  
for the relative strength of the New Brunswick inliustry is the 
fact that lead, a major component of New Brunswick's ncin-fertous 
metal production, is one of the few.metals' for which demand and. 
prices have remained buoyant. Moreovet, long-term• contracts have 
helped to sustain the industry in the face of the short-term 
decreases in markets for many base metals. 

The medium-term outlook for the New Brunswick mining industry 
continues to be bright. Although the large expansion at the tich 
Brunswick Mining and Smelting lead-zinc depoiit was recently • 
postponed becaûse of poor markets, the medium-term  prospect  is for 
increased output and employment s as world markets improve. 	. 

The base-metal reserves of northeast New Brunswick are considered' 
to be of sufficient size and quality to support a tefinery', but  it 
will not likely be established in the neat future- becanse• of the 
depressed international market for zinc.' •  

The outlook for the potash sector is excellent. The construction 
of one major mine was announced eàtlier this year and another mine 
may well be announced before thé énd of 1978. ' 

• • 
- Output growth in manufacturing has generally oiltpaced•he•Çanadian 

average from 1971 to 1975. The strength came Teimàtily: froM the . 
traditional resource-based sectos•of pulp,' neWâprint,' lumber and 
food products: 

The weak domestic and international cOnditiOnS of the 1976-77 
period have resulted in the loss of most of the  gains in now-
resource-based manufacturing made over the1971-75 period. 
Closures and layoffs have resulted in.a net decline 0U2 000 - • 
manufacturing jobs from the 1975 level. ForecaStS  'for 1978 and 
1979 suggest a slight improvement over 1977 performance 
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The médium-terM outlook Is mixed. Because of resource  limita-
tions, little significant growth is expected in the forest 
products industry, an industry which currently accounts for more 
than one-quarter of.the manufacturing joba. The  prospects are 
soMewhat brighter for the processing of agriciattiral and fish 
products. With a sustained recovery in world Markets, there is 
also potential for increased smelting of lead and 'zinc. 

The construction sector, is expected to groW by 2 percent in 1978 
'and 7 per cent in 1979, which is somewhat better than the-expected 
national average. In 1978 most 9i thé grOwthis expected in. the 
lousing sector, whereas in 1979 growth is expected'tooccur in . 

' non-residential construction. 

Sub-Provincial Cirtumstantes 	 • 

There is a well-established trend for the bulk'of econoMic groWth in New 
Brunswick  to take place in the southern urbanized parts of .  the Province. 
Over the 1971-76 period, the disparities in income and employment levels 
between the northern rural regions and the southerà urban regions 
widened 'dramaticallY. However, there . is  some eliidence tq suggegt that 
the,disparities, in employment - levela have lessend: .somewhatioye ..t the 
last. two years. 	 • 	ï.. . 

MAJOR ECONOMIC DEVELOPMENT PROSPECTS 

There is an opportunity significantly to increase the  production and 
processing of certain agricultural prOducts in which.NeW.Brunswick 
possesses a comparative advantage due to climate:and land suitably. The 
constraints to this deVelopmént relate tà inadequate distribution 
facilities, particularly for potatoes, a deficient marketing and product 
quality-control effort, and a low level of productive  efficiency, .For 
several Troducts, the absence of processing:capabilities ,severely 
constrains attainment of potential production levels.»'The eatablishMent 
of the needed facilities represents a significant opPortunity in itself. 

The New Brunswick  fishing and fish-processing indhstry . pOsses-, 
see modern on-land processing facilities and.a•plentiful labour.  supplY. 
Opportunities exist to increase output through the increased prOduction 
of certain chrrently.under-utilized Species Of groundfish (given a . 

 rebuilding of stocks). There' are also opporthnities to reduce the 
seasonality of existing productiOn. ,In additien,theleéVis Somewhat' 
antiquated and lacks ice-breakers and 'freezer traWlers'.. Marketing 'and 
distribution also need-  to be improved. ' 	• 	- 

In forestry and forest products, the proVinCial : Induatry has 
relatively lOw wood costs. The annual-allowable cut, hnwever, - As noW 
almost fully utilized. In the medium terim.there are-oPportunitiés in 
logging to increase productivity through actelerated mechanization-and 
labour training. There is also an oppOrtunitytoincreage:theannhal. , 
allowable cut from New Brunswick forests Overthe lbenger:terMthroggh-. 



intensive forest management. Opportunities in pulp and paper, given 
appropriate market developments, relate to the need to modernize and 
rationalize the processing plants to improve efficiency and allow a 
better use of the available resource. In the lumber sector, opportun-
ities exist to improve efficiency through improved small-log-processing 
techniques and to develop products which utilize the smaller logs. 

New Brunswick possesses rich and extensive deposits of base 
metals, potash and peat moss. Furthermore, most mineral deposits have 
the advantage of proximity to tidewater. There is an opportunity to 
increase the mining and processing of lead and zinc. There is also an 
opportunitY to increase the mining and processing of the peat moss 
resource. In particular, peat moss has potential as a feedstock for 
power generation. The major constraint for peat moss is a lack of_ 
detailed knowledge as to the size and quality of the resource, while the 
major constraint in base metals is the currently depressed market. 

The province possesses the advantage of a deepwater port and a 
strategic location between Europe and the United States. There is an 
opportunity significantly to increase port and port-related activities 
at Saint John. This, however, will require investment to upgrade 
facilities for cargo handling and cold storage. The prospects facing 
the shipbuilding sector are fairly bright and are related to the 
construction of ice breakers for use in the Arctic and the construction 
of liquefied natural gas (LNG) carriers. The major constraints here are 
the inadequate size of existing facilities, the lack of international 
cost competitiveness of Canadian shipyards, and the depressed world 
shipbuilding market. The Saint John Shipbuilding and Dry Dock Company 
recently indicated that it was about to embark on a major expansion of 
its facilities. This project will be assisted by federal financing of 
$10 million. 

New Brunswick's prospects, therefore, depend primarily on the 
construction and modernization of infrastructure, improvements in 
marketing, and the realization of potential new uses of existing 
resources. 
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QUEBEC 

OVERVIEW 

Following its low level of performance in 1977, the Quebec economy in 
1978 has been showing signs of stronger growth, especially since the 

• second quarter of the year. Real domestic product is expected.to  
. increase by 3.0 per cent in 1978 compared with 2.1 per cent in 1977. 
Manufacturing shipments increased by 18.5 per cent duting the . first six 
months of the year. The depreciation of the Canadian,  dollar, .quotas on 
textile and leather imports, and the reductions.in retail  sales taxes 
have helped to support a degree of recovery in the manufacturing 
sector. 

On the  less positive side, mineral production and construction 
activity continue to decline for the second year in a row, and 
investment in 1978 is expected to grow at only 4.7 per cent over 1977, 
its lowest rate of increase in the last decade. 	• 

Employment growth in 1978 will be slightly less than 2 per 
cent. Although this represents an increase from the 1 per cent increase 
recorded in 1977, it is relatively low compared with the 3.2 per cent 
growth anticipated for Canada as a whole. Labour force growth is 
expected to be about 2.8 per cent and thus will outstrip employment 
growth by a significant margin. As a result, the unemployment rate 
is not likely to improve from the 10.3 per cent recorded in 1977. 

In short, the performance of the Quebec ecànomy, though 
improved from 1977, continues to remain below that of the country as  a 
whole. Since the mid-1960s there have been Èew years in which the 
growth of the Quebec economy has matched that  of Canada. As 4 result of 
this slower growth in real . domestic product:and employmenti:Québec's 
share of national output has diminished. 
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The relative weakness of the Quebec economy is partly due to 
the fact that its industrial structure is characterized by - dependency on 
a few traditional labour-intensive activities (textiles, clothing, 
footwear) which are experiencing increasing international cdmpetition 
from low-cost producers, and partly due to the relative decline of 
Montreal as a major North American industrial and financial centre. 
Furthermore, the completion of projects related to the Olympic Games and 
Mirabel Airport, have reduced construction activity. As a result, the 
Montreal region now employs about 15 000 fewer people than in 1975. •  The 
slight recovery in the Quebec economy this year is expected to increase 
employment in the Montreal region by approximately 10 000, but this is 
not sufficient to compensate for the losses already incurred. 
Consequently, the unemployment rate in Montreal is likely to average 
over 10 per cent in 1978. 

/ 	. 	. 	. 	 , 
In general ., it appears that the moderate growth whic h.  has been 

	

aChieVed in.recent , months should continue in 1979. Growth in real 	. 
domestic product in 1979.1s . exPected to be slightly aboVe.3. ..:0  per cent  
and employment eoWth should'be in the range of. 1 .0 to 1:5 per Céht. 

ECONOMIC CIRCUMSTANCES 

Demographic Trends 

In mid-1978 the population Of Quebec stood at 6.29 million, an increas e .  
of less than 7 000 from the same time in 1977. This represents  the  
smallest  rate of population increase (0. 1 .  per cent) Québec has eVer 
experienced.. In contrast,.Ontario'Spopulation growth. over the same , 
Period was 1.1 per cent. Moreover, Quebec's annual population growth 
has been below 1.0 per cent throughout the 1970s. As a consequence, 
Quebec's share of the Canadian population has declined frOm 28.5 per . 
cent in 1969 to 26.8 per cent in 1978. 

This low 'rate of population growth has been the result of a 
steady, decline in the birth rate àince 1969 and substantial net otit7. 
migration. This out-migration was most pronotinced in 1970, 1973 -,  1 977 
and 1918.. Indeed,.in 1978 net otit-migratiOn:has'SUrpasSed :40 000. • 

Labour Markets 

Conditions in the labour market have remained 'poor since ,the third 	, 
quarter of 1976. The unemployment rate rose froM  8.2 per  cent in mid.L.: 
1976 to  an  unprecedented high of 11.4 Per . cent,in the  second quarter  of 
1978 despite soMe improvement in job creation:sinCe -the.beginning  of the 
year.. 

During the first three quarters  of  1978, the labour force . 
'increased at an annual rate of 3 per cent,. reaching 2.9 Million in'the 
third quarter. This represents an increase of .85.000 persona„:75per 
cent  of whom were women.' The -leMale . participatiOn :ratecOntinuedits 
upward trend, whilethat-for males remained virtually unchànged'dUring: 
1978. . 
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Although employment growth has not kept pace with the labour 
force growth, it has, nevertheless, shown significant.improvement over 
the previous two years. Employment growth in 1978 is expected to equal 
1.9 per cent which, although markedly improved, remains well below that 
projected for the national economy (3.2 per cent). 

On balance, the employment growth will not be sufficient to 
reduce the number of unemployed, which is projected to increase from 
288 000 in 1977 to . 326 000 in 1978. 

Investment Climate 

In comparison with the second half of the 1960s, investment showed a 
distinct improvement between 1971 and 1975 with.the average annual 
growth rate of capital investment reaching 20 per cent. This was higher 
than the rates for Ontario and for the country as a whole. As a result, 
Quebec's share of capital investment in Canada rose from 19 per cent in 
1970 to 24 per cent in 1975. 

However, since 1976, capital investment in Quebec has not 
maintained its earlier growth. Despite a marked rise in public 
investment, the 1977 increase stood at 10.2 per cent. Canada and 
Ontario recorded rates of 6.5 per cent and 4.3 per cent, respectively. 
Furthermore, for 1978, Quebec's rate of increase in capital investment 
is expected to be 4.7 per cent, well below that for Ontario (7.0 per 
cent) and for the country as a whole (7.4 per cent). The lower rate of 
capital investment is especially pronounced in primary industrieq and in 
construction where a decline of 25.5 per cent in relation to 1977 is 
anticipated. On the other hand, capital investment is much stronger in 
the public utilities sector where, as a result of Quebec's hydro 
investment, a 25.4 per cent increase over 1977 is expected. Similarly, 
a 20.7 per cent increase is projected for the manufacturing sector with 
growth expected to be strongest in the metal products industries, 
chemicals, petroleum and coal derivatives and primary metal processing. 

On balance, capital investment  in  Quebec. has-been 
characterized by growing  public sector involvement.‘ The share of • 
public inveatment (federal, provincial, and municipal) has-grown from 
about 32. per cent prior to 1975 to 43 per cent in 1977, and is . projected 
to exceed 45 per cent in 1978. In contrast, the share of public 

. investment for the country as a whole has.remainee,around 13. per cent 
since 1975. 	 - , 	• 

Sectoral Review 

- In 1978, and notably in the second quarter, the Quebec economy 
showed some signs of recovery. In 1977, only the-tertiary sector 
experienced gains in employment and now accounts.for 67 per cent 
of total employment. Conversely, employment in manufacturing 
declined by nearly 30 000  in 1977.  *While the ..tertiary sector 
continued to grow in 1978, employment'in the manufacturing 

• 
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industries showed renewed strength. In contrast, employment ln 
construction declined for the second-consecutiVe year . 

- Farm cash receipts increased'by 16 per cent dUring the 'first 
seven months of 1978..over the saMe period in 1977.  However, farm 
operating costs have continued to rise in real terms and as a 
result, net income of farmers is expected to increase by only 
3 to 4 per cent in 1978. Employment in agriculture, which had 
declined in 1977, should this year return to its 1976 level of 
74 000. 

- The low exchange value of the Canadian dollar has had a strong 
and positive impact on Quebec's forest produCt industries. Pulp 
and paper mills are operating at capacity levels and shipmentS 
during the first six . months of 1978 increased by 17.3 per cent 
over the same period in 1977. Pulpwood production has increased 
by 19 per cent. Furthermore, it is anticipated that investment 
in the forest industry in 1978 will equal $22.2 million, a rise 
of 42.3 per cent over 1977. United States demand for lumber has 
also been strong for the second consecutive year. Indeed, 
shipments in the first six months were 35 per cent higher than 
they were during the same period in 1977. Employment is expected 
to rise by 6 000 in the forest-related industries. 

- The mining industry in Quebec is going through a difficult 
period. In 1977, shipments declined for eight metals. In 
particular §  shipments of copper and iron ore declined by 4.2 per 
cent and 53.3 per cent respectively. The long strike at the Iron 
Ore Company mines accounts for much  of the sharp decline in iron 
ore shipments. • Following an increase of 54.4 per cent in 1976, 
asbestos production fell by 4.4 per cent in 1977, and by 10.8 per 
cent during the first seven months of 1978. Weak international 
markets, exacerbated by large surplus stocks of many metals, 
account for the difficult position of the mining sector. As a 
result, a sharp drop in investment has taken place. Indications 
are that during 1978 there will be a decline of 56 per cent in 
capital investment. Employment will experience no growth, 
remaining at 29 000. 

- In 1961, the Manufacturing sector'sécounted for 36:i5per çeht.of 
Quebec's employment; by 1977 this proportion had fallen to 
28.4 pet cent. This decline can be partly•attributed to the . 
adjustment probleMs confronting the'traditional  labour-intensive" 
sectors. However, as a result• of the .combined effect of import. 
quotas on textile:and leather products, the sales tax cuts'in .  • 
Québec and other provinces, the rower Valus-Ofthe Canadian 
dollar and thé general national recovery,:the manhfactUring • 
sector'is experiencing a turnarohnd this . year. In the:-Éirét 
months, manufacturing shipments increased by .::18.5. : per cent. In  
particular, shipmehts were up in furilber-(36:.2'per,cehtknitted 
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goods (28.4 per cent), clothing (20.8 per cent), primary metal 
processing (25.5 per cent), and paper and related products (17.3 
per cent). Employment in the first nine months increased by 13 • 

 000. 'Moreover, capital investment in the'manufacturing sector is 
expected to rise by 20.7 per cent this year. 

- Nevertheless, the pressures for industrial adjustment remain 
strong. Competition from lower-cost' producers is likely to 
become even more severe. In the.textile industry alone, • 
employment declined by 25 per cent between 1973 and 1977 and 
there are no indications that the pressures confronting these 
traditional industries will abate in the future. Sub-provincial 
regions such as Montreal, the Eastern Townships and the Saint 
Maurice Valley, in which the traditional industries - are heavily 
concentrated, are likely to continue to bear the brunt of this 
adjustment process. 

- Since the Olympic Games, construction has declined dramatically. 
In 1977, the sector recorded a loss of 3 000 jobs as building 
starts declined by 16.4 per cent. Residential construction has 
also weakened. In 1977, hOusing starts fell almost 14 per cent. 
In 1978, the housing starts decreased again bySpproximately 16 
per cent. Increased capital investment in manufacturing may 
offset these declines to a certain extent-. 

- Growth occurred in the tertiary sector, although it was not quite 
as strong as in 1977 when 55 000 new jobs were created  and ' 
employment grew by 3.9 per cent. In the  three quarters of 1978 
tertiary sector employment increased by 2.6 per Cent c'ver the 
same period in . 1977. Relocation of financial, commercial, and 
research activities from the Montreal region is reducing growth 
potential in this sector. 

Sub-Provincial Circumstances 

All regions in Quebec have felt the effects of slow economic growth and 
high unemployment -. In 1978, unemployment is expected.to exceed-10  per  
cent in most areas except Quebec and the EaStern Townships and May - 
surpass 20 per cent in the Lower St. LawrenceGaspUregion and 	, • 
northwestern Quebec. 

In comparison with most other major urban centres in North-
America, Montreal has declined in relative importance. Between 1971 and 
1976, the population of Montreal has increased by only 2.4 per cent, 
compared with 3.4 per cent for the province as à whole. SinCe 1976 when 
large projects such as the Olympic construction and MirabelfAirport were 
completed, the labour market in the Montreal region accounted'for more 
than half (54.5 per cent) of Quebec's 288 000 unemployed. Unemployment 
in the Montreal region has averaged 10.3.per.-.centin 197 8 ,'. even higher 
than the unemployment rate of 9.4  per cent  reCorded in 1977. 
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• The Ouebec City region, which is largely dependent on tertiary 
activities,'experienced an employMent growth of 28 000 in the first nine 
months of 1978.. NevertheleSs, thiS has not kept pace wiCulabour force 
.growth, and the areas's unemployment rate is now more than lb per. cent. 

The dependence of the Trois—Rivières region on traditional 
industries has been somewhat alleviated with the establishment of heavy 
industry in the Bécancour industrial park. Despite this, the 
unemployment rate is expected to average over 12 per cent in 1978. 

The industrial strucuture of the Eastern Townships is heavily 
concentrated in traditional activities. This region has benefitted from 
the revival.of these sectors in 1978. In fact, in the first nine months 
of 1978 its unemployment rate fell.to 8.4 per cent from the 10.8 per  • 
cent average of 1977. On the other had, it must be recognized that this 
region is particularly vulnerable to increased international competition 
over the medium term as it is comprised of numerous centres whose 
employment is almost entirely dependent upon traditional industries. 

The Outaouais region has amarked dependence on -evernMent 
activity, although manufacturing activities such as pulp . and paper, 
lumber and furniture are alsà important. The unemploymentiàte in the 
region has risen from an average of 9.6  per cent lh 1976—to - 13:9per 
cent for the - first nine Months of 1978. 

.Despite increased. activity  in the pulp and pàpet Industry, the 
Saguenay—Lac Saint—Jean  region recorded a decline in.employment,of 4 000 
since the beginning'of . .1978. .The unemployment.rate is nàw 15.7 per 
cent. The two other major sub—regions not yet mentioned are . 
experiencing the highest levels of unemployment in.the'.province.. The 
unemployment rate in the Lower St.  Lawrence—Gaspé tegion,is 19.2. per 
cent while that in the northwestern region is:22..5 per cent.  The lattér 
is largely a reflection of the Slowdown,  in mining actiVity: 

MAUOWECONOMIC DEVELOPMENT PROSPECTS 

Ituagriculture measures are envisaged to preserve existing farMland., to 
protect and improve the fertility of agriculturàl land ., especially in' 

..the Montreal Plain, and to rationalize farming operations:. '.Thesé • 
measures will likely•enhance the productivity and growth . .potential of - 
•this sector. . 

Prospects in the mining sector are considerable although 
dependent on the recovery of international markets. Iron ore . from 
Lac Albanel and Lac—Saint—Jean, the rich asbestos desposits in the 
northwestern region, the development of the major copper and zinc 
deposits associated with the SELCO project in the northwest, and the 
salt deposits of the Magdalen Islands are expected to make major 
contributions to mineral production in the medium term. Furthermore, 
much of this increased production will take place in regions which are 
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now experiencing very high unemployment. In the medium term, there may 
also be numerous opportunities for the further processing of these 
resources, as well as increased production of aluminum. In this regard, 
Quebec has certain distinct comparative advantages. 

The pulp and paper industry remains one of the most important 
manufacturing industries in Quebec in terms of employment and its 
contribution to real domestic product and exports. At the present time, 
it is benefiting from the depreciation of the Canadian dollar, but in 
the medium term it will have to strengthen its competitive position on 
world markets. 

Quebec has a relatively strong industrial base in the 
aeronautical, shipbuilding and transportation equipment industries. 
Large contracts have recently been obtained and Canadian defence 
spending (aircraft and naval ships) could generate increased activity. 
Prospects in the machinery industries, notably in the provision of 
equipment for the pulp and paper industries, are also favourable. While 
the petrochemical industry is experiencing difficulties in competing in 
international markets, possibilities exist for increased production of 
ethylene and related derivatives. 

Transportation has always been one of the mainstays of the 
economic development of the Montreal region. The region l s airport and 
port infrastructure makes it a key point in the transportation of goods 
between Europe and northeastern America. Mirabel Airport could become 
an important source of new jobs and a powerful factor in the 
restructuring and modernization of the regional economy, and could 
stimulate the development of service industries in the areas related to 
international trade. The construction of an international trade centre 
could also help to increase the infrastructure role of Montreal in 
commercial activities. 

In summary, there are significant economic development 
prospects for the medium term, particularly in resource-related 
activities. Their realization, however, will depend on the 
strengthening of international markets and the undertaking of major 
capital investments. At the same time, the vulnerability of Quebec's 
traditional industries to international competition will likely increase 
in the medium term, and presents a major development challenge in the 
next few years. 
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ONTARIO 

OVERVIEW 

The trends and prospects for the Ontario economy have not changed 
significantly since the February 1978 edition of this report. Economic 
growth, though modest, continues to be steady. As such, the decline in 
Ontario's share of national output, from 41.2 per cent in 1970 to 39 
per cent in 1977, is more a reflection of the dramatic increase in 
western resource-based economic activity than of a permanent weakness in 
Ontario's economic performance. 

It is estimated that real growth in the Ontario economy in 
1978 will be approximately 3.6 per cent, a moderate improvement over the 
3.3 per cent growth recorded in 1977. In contrast, trends in 
unemployment have not improved. 'Unemployment averaged 7 per cent in 
1977 and, in the first 10 months of 1978, the unemployment rate has 

• averaged 7.3 per cent. 

The Ontario economy should continue'to experience modest but 
steady growth in 1979. Overall provincial growth i8 expected to be 
close to 4 per cent. Performance may be weaker in the latter half of 
the year due to a possible slowdown in the U.S. economy. Sources of 
strength in the coming year are expected to be the positive impact on 
exports from the lower value of the Canadian dollar, stronger 
construction activity and improved business optimism in anticipation of 
a number of large construction projects such as the Alaska Highway 
pipeline.and the Ford Motor Company's engine plant in Windsor. 
Nevertheless, the unemployment rate will likely be at or slightly above 
the current levels. 

During 1979, the strongest sectors  are  expected to inOlude 
transportation and communications, manufacturing and utilities. Further, 
the mining industry should exhibit positive growth as a Consequence  of 

 improvement in commodity prices and the reactivation:of production' at 
Sudbury. The construction industry, due to increased.priVate'. . 	- 
investment, is expecting a turnaround, particularly in .  non-residential .  
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construction. With the 1oWer value of the Canadian dollar s  the travel 
deficit should be lessened, and accordingly, tourism should have an 
improved year. In contrast, longer term growth in Ontario's forest 
,industries is open to some uncertainty and growth in the economically 
troubled electrical, textile and clothing industries will likely 
continue to be slow. 

Prospects in some manufacturing sectors may be influenced by 
the current GATT negotiations. The results and impact of these 
negotiations remain uncertain, and will'not, in any . case, coffieinte 

• effect for several years. However, even in the absence of tariff ' 
changés, it is likely, that many of the province's  labour-intensive 
industries, such as clothing, electronics and textiles may be adyersely 
affected by international. competition over the medium term. This will 

. likely lead to more specialization in advanced.technology . and 
capital-intensive industries such as primary metalsi'chemicals, 
plastics, machinery and transportation equipment.' 	. 

ECONOMIC CIRCUMSTANCES 

Demographic Trends 

• In 1977 the population of Ontario was 8.4 million.' By mid71.978 it Is 
expeCted to reach 8..5 million. The population  Of Ontaridlias nOtbéen 
gràwing as rapidly  as in the '1960s as a, conSeqnneCe df loWer birth ratés _ 	. . and decreasing in-migration, particularly since 1976. 

As in the rest of the country, therg . is a decreasing 
percentage of population in the 0-14 age braCket, while:the percentages 
in the 20-39 and over 65 age groups have been rising.  The trend  towards 
a greater  proportion of the population in-urban center's' is continuin&H, 
and this has reduced the proportion of the populatidn liYing In rural.: ' 
and northern Ontario. 

Labour Markets 

Over the first 10' months of 1978, the Ontario làboUr force averaged 4.2 
Million.of which 3.9 million were employed.'  This  represents anntial ' . 
growth rates of. 3.9 per cent and 3.6 per cent reSpectively over the 
similar period in 1977. The faster growth in:labour force 
employment has been a consistent phenomenon throughoe'the past two 

• years and.has.resulted in à gradually 1nCreasing unemployment -rate., \ 

• As noted aboYe, the provincial'unemployniént rate'has been 	. 
fluctuating between6.9  per cent and 7.5  Per cent during 1978, an 
increase over the preVidus year's range of 6.5 per cent to 7:2 per cent. 
Unemployment among males has been consistently loWer than among females; 
althdugh in both cases the absolute.numbers of unemployed  have  been 
growing.. By age group, unemployment IS-by . far:higheStamong the 15724,:: 
age greup and haa remained steadily.  abOVe 1p-ér*centiinYthe.Current. 



Participation rates have remained relatively static for males throughout 
the year, while female rates showed an increase. 

Two of the most serious areas of unemployment in the province 
continue to be in those economic regions centred around Sudbury and 
Peterborough. The Barrie region is experiencing similar problems. 
Unemployment rates in these areas for the first half of 1978 have been 
10.2 per cent, 9.6 per cent and 10.1 per cent, respectively. Moreover, 
participation rates in these regions were below the provincial and 
national averages. The metropolitan areas of St. Catherines-Niagara, and 
Kitchener-Waterloo, which had umemployment rates for the first six 
months of 1978 of 11 per cent, and 9.6 per cent respectively,.are also 
areas of considerable concern. 

Investment Climate 

Capital investment in Ontario in 1978 is expected to show little growth 
in real terms. During the first half of 1978, the number of residential 
housing starts was down 14 per cent in Ontario compared with the same 
period in 1977. The value of residential building permits was also down 
by 11.8 per cent. In non-residential building investment there has been 
better growth in 1978 and recent growth in commercial construction has 
been strong in current dollar terms. Investment in manufacturing has 
been relatively weak although a major bright spot has been engineering 
construction. Investment in utilities and other infrastructure 
development has grown significantly over the past year. 

Expectations for 1979 are for some improvement in non-residen-
tial construction. Moreover, engineering construction should continue 
to experience relatively stable growth. On balance, conditions in the 
construction industry as a whole should improve in the coming year. 

Sectoral Review 

- Ontario farm cash receipts were $2.8 billion in 1977. This 
represented an increase of $85 million or. 1.7 per cent over 1976, 
the increase being, in large part, due to higher prices. 
Statistics for the first six months of 1978 indicate a much 
improved year for Ontario farmers and .increased livestoCk prices. 

- The forestry industry has continued its period .  of recovery. The 
province's lumber industry has shown strength and the pulp 
industry also has experienced growth. Activity in the paper 	• 
industry has also increased with greater demand from the U.S. 
market. The outlook continues to be encouraging for the pulp and 
paper industry with increases in newsprint prices currently taking 
place and improved demànd resulting from the decline In the.valuè 
of the Canadian dollar. 
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- In 1977 Ontario was the second largest provincial mineral producer 
with  output valued at $2.7. billion, utp.frôm $2.5 billion a year 
earlier.  Performance, however, has been mixed. Uranium and •gold, 
currently beneficiaries of good prices ,  and >steady markets, are in • 
an expansionary phase. On the other had, the outlook là poorer: 
for nickel and zinc, which• suffer from large inventories, excess. 
industry production, low Prices ,  and,. in the case of the former, 
labour-management disputes. Iron ore and copper, while 
experiencing soma-increased production during'1977, face 
relatively Similar situations. .Prospects  for iront ore production .  . 
are affected by the mine closing s . expected in-the.Atikokan area.. 

:•For 1979, the prospects for the zinc  and cnpPer inddatries 'appear 
. 	'better. 

- Ontario manufacturing performance is much improved in 1978 with 
the value of manufacturing shipments up 11.7 per cent dilring'the 
firstrsix months over a similar period in 1977.. Strong sectors - 
include the rubber and plastics, paper, primary metal, Metal 
fabrication and maôhinery industries fôr which prospecte for 1979 
also look promising. However, the transportation.equipment' 
industry is expected to have a relatively modest.year end the 
electrical, clothing and textile industries are expected to  • 
ekpérience fairly  slow  growth in the ImMediate future . . 

- Conditions in the construction industry have been . poor in the last' 
. two yearS as a result of low . capital investMent., Residential 

. construction, Which was fairly strong.in  1976,,appears to be 	, 

tapering off while non-reSidential construction has been ' 
relatively weak since 1976. However, expeétations for 1919..are 
for-some improvement. Construction activir in.utilitiesándH 
infrastructure has  been  reasonably bouyant and:ls•expected to 

 remain relatively stable. 

- The transportation, communications and utilities sector continues 
to experience high growth. While Ontario did . lag behind the 
national'figure slightly in'the case of utilities, : capitai invest-
ment during 1978 in this sector makes prospects brighter. Capital' , 
investment in the transportation.sector has 'alsô 
CoMmunications investment, however; has been loWer, 

• 
- Consumer spending,> which was low during,l977, las been aided . by. 

the cuts in thé retail sales tax and_hashiown.considerable 
strength in 1978. The non-durable  goods indmeries, are currently 
enjoying good levels of demand. The CUrrent outlook for 1979 is 
for slightly lower growth in consumer  Sales.. ' 

- Real growth in the finance, insurance and real .  eatate sector has 
been estimated at 4.9 and 3.7 per cent for.1977,andl97.8 
resPectively. Of the three components -, insuranCe appeare:to--.bé .  
the strongest With . finance  and  realestatehaVing  slow  years as à 
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result of the relatively low level of capital investment 
nationally. Higher interest rates may reduce the growth potential 
of this sector during the coming year. 

- The community, business and personal service sector should achieve 
approximately 3.8 per cent growth during 1978. Additional 
potential growth in this sector has been restrained by government 
cutbacks in health, education and community services. 

- The two.orders of government, along with most local governments, 
have embarked on programs of restraint in public-sector growth and. 
employment. Consequently, public sector employment and expenditure 
growth has been, and will continue to be, slower than that .  
experienced in the early seventies. It is estimated-that this 
sector's growth will be  0 .3 and-1.6 - per cent in 1978 and 1979 - 
respectively. 

Sub-Provincial Circumstances 

Recent economic prospects in northern Ontario have  been 'somewhat Mixed 
and will likely continue to be so in the medium terni. Although there has 
been some shifting between various econoMic sectore„substantial 	• 
unemployment and a marked dependence on'a few . industriès still 
characterize the region. 

Lumbering, after performing well over the past two 'years, is 
expected to experience some easing of demand due to the dampening effeèt 
of rising interest rates on U.S. housing starts. On the other hand, 
steel production, along with the manufacture of pulp and newsPrint, is 
showing improved performance. Conditions in the non-ferrous metal-mining 
industry continue to be depressed as a result of the low market prices 
for nickel, copper  and zinc. Prospects for the latter two mineralSi .  
however, are beginning to look more favourable but the brightest  spots in 
the minerals sector have been uranium and gold. 

The principal areas of growth in the north are - Thunder Bay and 
Elliot Lake. Prospects also look quite favourable for Sault  Ste Marie,  
Cochrane and Timmins in the near  future  due to expanded' local.industrial 
activity. Current problem areas are Sudbury, Atikokan and Kirkland Lake. 

In eastern Ontario, the regional economy is in transition. 
Traditional industries, such as-electrical producte, clothing, and 	• 
textiles, are losing ground increasingly to foreign competition. The 
agriculture sector is undergoing  an  extensive rationalization  process  and  
production has remained constant. The oùtlook  for  the region.as  a:whole . 
is one of relatively slow growth. Nevertheléss,the•drOp in thé  Value of 
the Canadian dollar and- recent measUres to assiet  the: textile  and 	 • 

clothing industries have improved the mediuffi-term  prospects. 	• 	. 

• é 3 



Southern Ontario has generally experienéeean heproved . . 
outlOok. Certain areas are, howeVer,' doing better tilati others. •, Preserit 
diff icultieà in the auto-parts  industry for example; haVe had. dampening 
effects on St. Catharines-Niagara and Kitchener-Waterloo. Neverther7 
less, there have been feW consistently , weak areas' in  this part Of the 
province and prospecta look significantly brighter  for. Windaor,-  
Nant icoke and', to a lesser degree ,. thé 'Toronto area : 	• 	. 	• . 

MAJOR  ECONOMIC DEVELOPMENT-PROSPECTS 

Ontario has many potential development opportunities; but constrainta 'do 
exist. A major Constraint for the medium term is the- limited 	 , 
international market  situation fOr raw materials 	The impact of: this on 
the Major nickel producers in Sudbury ia welt known:" It was:also ari. 
important factor in postponing the iron ore mining developmenta :at 
13énding . Lake and Lake St. Joseph: ,Moreover , competit ion frofil: 
low-cost-ore producing countries 'such  as • Brazil:1s being inéréasing13 .7 
felt. SimIlarly,, comPetit ion from the manufacturing industries of 
countriea with ,lower costs  in siich sectors as footwear, Clothingand .  
eleetrOnies :serves to constrain the grOwth.of thesé ManufaCttiririg: 	. 
industries,: 	 - . • . 

nor the rn Ontar io , the trad it tonal  limitations- .on • 
development such as remoteness from markets, long distances between' 
scattered population centres, harsh climate, a poOr agricultural land 
base, and the social • and  economic instability associated with the • . • 
numerous single-induatry Communities contrast dramatically -with .  the 
situation  in southern  Ontario. A lack of ind igenoile ene rg) .! supplies  ln • 
Ontario,.part icularly coal , o il and . natural gas , may ' réduceOnat:io' s.  
traditional cost advantages and higher energy .  costa May llaf feet' - 
northern  Ontario  more se r ious 1 y than the southe rn reg ions. • 

Resource develoPMent  continues  to be a source : of' major 
development opportunities. Uranium mining activity in the Elliot Lake 
arid Bancroft areas ià likely to remain atrong in the medium tern.' and' • 
will  continue  to provide Important development .opportunitiea.in these: 
,areap., Early in 1978, Ontario signed a. $6.5billion cOntract with 
Derinisôn and Preston Mines for 200 million poundi of uranium over  a ' 
30-yeat period. This will ensure continued development In the -  Elliot . 
Lake area. - Eldorado •luclear Ltd. is alao studying, the-Poésibility of .. , 
locating a propôsed $100-million uranium ref inerY . either at SudhUry or' 
in the  Port Hope area. The development of the .0na1çawapà 
deposits north of Cochrane is Aikely to haVe a  major poaltive»IMpact. on . 
the  arèa ' s economy-and conld .spur further exploration in the 'region.. . 
The ' record  high , pr ice. of gold. Is expected to . re aid t  in thé . . ricbë#111g , of 
sprne gold mines . Activity wil 1 likely centre' .arounà the TIMM ina ale ,RedU 
Lake areas of borthern-Ontar io: 	 ' ' 

.• 	The Ontario 'petrochemical industry,  ,-, Centred in 8,arnia is, 
cont inuing td: develop ' on a wcirid-scale .bas ià 04.Êtuid::pribvide Ontario , 	. 
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with an important industrial asset in the medium and long term. The 
major Petrosar primary petrochemical plant, however, may soon experience 
difficulties in finding markets for all of its production, as western 
Canada and the United States step up development of their own 
facilities. 

Expansion of nuclear and thermal generating plants, such as 
the Darlington, Nanticoke and Marmion Lake (Atikokan) facilities, will 
provide major opportunities for the construction, nuclear and electrical 
engineering industries. Furthermore, construction of the Atikokan coal 
generating station will assist in relieving unemployment in an area g 
declining mining activity. The Nanticoke development on the north shore 
of Lake Erie is associated with a new Texaco oil refinery, a Stelco hot 
strip mill, a major industrial park and the construction of a new town. 
Together these will serve as a major catalyst for future development in 
this area of southern Ontario. Finally, the recently announced twin 
Candu nuclear reactor sale to Romania is reason for optimism about 
Ontario's nuclear industry and may create needed markets for the 
province's heavy-water production. 

The construction of the Alaska Highway pipeline is expected to 
benefit Ontario steel producers. In the longer term, the construction 
of the possible Polar Gas pipeline would have major implications for the 
economy of northern Ontario. 

Ford Motor Company's new $533-million engine plant in Windsor 
will employ 2 600 people when it commences production in the early 
1980s. It will also provide more opportunities to Canadian suppliers of 
production and non-production parts, materials and services which, in 
turn, will generate additional employment. Furthermore, a major 
three-year expansion program is planned for the General Motors 
automatic-transmission plant in Windsor which will create an estimated 
1 500 new jobs and a doubling of output. The increased production 
associated with these plants is expected to lower Canada's automotive, 
trade deficit. Development prospects are also promising for the 
aerospace industry. 

In general, therefore, the medium-term prospects for the 
Ontario economy center on selective resource development and a 1 
strengthening of the higher growth segments of the manufacturing sector. 
Southern Ontario will continue to be the focal point for economic 
activiU in the province although a few areas in the north show promise 
for stable • growth.. 
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WESTERN REGION 

OVERVIEW 

The 1978 gross domestic product in western Canada is-expected to reach 
$67 billion, up 3.5 per cent in constant dollar terms from 1977. 
Despite its rapid growth, the economy of western Canada has seen few 
changes in its industrial structure over the last two' decades. Primary 
production and primary processing continue to dominate economic 
activity, accounting for 53 per cent of total value-added in goods-
producing industries compared to 28 per cent for Canada as a whole. 

The four western prOvinces benefited greatly from the resource 
boom of the early seventies and the current strength of the regional 
economy is closely linked to the energy sector. Prospects for increased 
activity in the mining and construction sectors, along with energy, 

. combine to produce a .  basic optimism for the medium term in the three 
western-most provinces. In addition, the lower value of the Canadian 
dollar should have positive effects for the regionrs export industries. 
Only in Manitoba is the optimism more guarded for the medium term. 

In comparison to the "Economic Circumstances and Medium--Term 
Prospects by Province" published in February 1978, the short-term 
circumstances for western Canada have improved and the-medium-term 
prospects appear significantly better. On balance, a change in mood 
away from pessimism in Manitoba plus improvements in Saskatchewan and, . 
to a lesser extent, in British Columbia would appear to more than 
compensate for the expected leveling off of Alberta's economy over the 
short term. The medium term should see a resUmption of a strong economic 
performance in Alberta, as well as the beginning of an  uranium7led 
resource boom in northern Saskatchewan. British Columbia should 
experience moderate growth. For Manitoba, it is too early t'o see the 
potential medium-term implications of the current trends. 
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ECONOMIC CIRCUMSTANCES 

Demographic Trends 

Between 1961 and 1978 the combined population of Albertàand British • 
Columbia grew from 3 million to almost 4.5 million to account for 19 per 
cent of Canada'a total population. Manitoba's population grew from 
922 000 to over a million in 1978, but as a proportion of Canada it has 
declined. The population of Saskatchewan fell from a high of 960 000 in 
1968 to just under 900 000 by 1974, but has recôvered to 948 000 in 	 •  

1978, a level similar to that . of the early sixties. As a.result of 
these differing trends, the west's - share  of the  national  population bas 	I 

• increased by only  one  percentage point in two decades; froM 26 per cent 
in 1957 to just over 27 per cent in 1978..' 

In the medium term these trends are likely to continue. 
Alberta will need substantial in-migration to accomodate major projects, 
but it is unlikely that Saskatchewan and Manitoba will provide the 
number of migrants that they have in the past. The agricultural labour 
force seems to be stabilizing and the rapid labour force growth 
resulting from the post-war baby boom is moderating. Consequently, 
in-migration to Alberta from other regions of the country may become 
relatively more important than it has been in the past. 

Winnipeg's long history of urban supremacy on the prairies is 
being overtaken by growth in the Edmonton-Calgary corridor. Winnipeg, 
with a 1977 population of 581 800 had an increase of only 5.8 per cent 
from 1971. In contrast, Edmonton with 573 700 and Calgary with 495 100 
now have a combined population of over a million, an increase of 18.8 
per cent from the 1971 census. In 1977 the populations of Regina and 
Saskatoon were 154 600 and 136 800 respectively, an increase of 9.9 per 
cent and 8.7 per cent, since 1971. Vancouver's 1977 population of 1 172 
200 was 8.3 per cent above that of 1971, while that of Victoria 
increased by 11.5 per cent to 218 300. 

Between 1971 and 1976 a significant trend was the growth of 
population in regional centres with populations of between 15 000 and 
100 000. In British Columbia the growth of these regional centres 
reduced the metropolitan dominance of Vancouver and Victoria from 58.5 
per cent of the provincial total in 1971 to 56.0 per cent in 1976, thus 
shifting the provincial population centre of gravity inland. On the 
prairies, regional centres in this size class increased their share of 
total population to 7.5 per cent. However, this was largely at the 
expense of smaller towns with less than 5 000 people, many of which 
showed absolute declines. Prairie metropolitan areas increased theix 
share to one-half of the population by 1976. 

Growth in the population of Status Indians- and Métis 
continued to be well above the national average. .Appxoximately 200 000 
Status Indians are now estimated to reside in.westrn Canada. An 
increasing proportion, particularly InHthé,.15-30 age group',a.ré chooSing 
to live  in  the metropolitan areas.. . 
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Labour Markets 

The labour force in the four western provinces reached 3.1 million in 
1978, up 12 per cent since 1975, compared to a national growth of 9.5 
per cent over the same period. Alberta and British Columbia accounted 
for two-thirds of the total and 76 per cent of the'increase over this 
period, with Alberta playing a dominant role. 

Only in British Columbia does the seasonally adjusted 
unemployment rate, at 8.2 per cent, equal the national rate of 8.2 
per cent in October, 1978. Saskatchewan's unemployment rate of 4.6 per 
cent in October is the lowest in Canada. Alberta's rate also remains 
relatively low at 4.7 per cent, while Manitoba's level rose to 6.5 per 
cent in October. Since 1975 almost 43 per cent of the national 
employment growth has occurred in the west and this trend is expected to 
continue in the medium term. 

Average weekly wages anesalaries in British Columbia and 
Alberta, at $300 and $273 respectively, were above the national average 
of $264, while Manitoba and Saskatchewan, at $236 and $249 respectively, 
were below the national figure. 

Investment Climate 

Total capital investment intentions in western Canada for 1978 are just 
over $24 billion, up from an actual 1976 capital investment of $20.7 
billion. This represents an increase in the region's share of total 
national capital investment from 37 per cent to 38 per cènt. This 
relatively large share is a result of the west's predominance in the 
primary and construction sectors. Their share accounts for over half of 
the national total in those sectors. By contrast, the region's share of 
national  manufacturing investment has fluctuated around 19 per cent 
thrimghout the seventies. 

The prospects of new major developments in the energy and 
related construction sectors are likely to result in a continuation of 
this pattern. The Alaska Highway pipeline, further tar sands 
development in Alberta, heavy oil development in Alberta and 
Saskatchewan, and uranium development in Saskatchewan are examples of 
anticipated investments. With increased demands for materials required 
for these types of activities, investment in manufacturing is also 
likely to increase over the medium term. However, the investment 
outlook in Manitoba is not as optimistic as in other western provinces 
after the recent decline in hydro capital spending. Greater activity is 
expected in the service sectors, and the already noticable growth of 
financial intermediaries and other service industries should increase, 
with Calgary, Edmonton and Vancouver registering continued expansion. 

Sectoral Review 

- In aggregate terms, the industrial structure of western Canada has 
changed little since 1961. Primary production and procèssing 



account for 53 per cent of total value-added in goods7prbducing 
industries, in marked contrast to the national figure of .28 per 
cent.. in 1977, the west, with 27 per cent of  national population, 
had 38 per. cent of national capital investment. However, the 
region's manufacturing industry accounted for only 17 per Cent Of 
national manufacthring employment and value-added. Employffient in 
prairie agriculture has dropped fràm 250 000 in 1961 to 217 000 in 
1977, but agriculture is still the largest single employer on the 
prairies. British Columbia remains dependeht on the -.exploitation 
of its forestry and mineral resources. 

-. Grain from the prairies and lumber and pulp and paper frôm British 
Columbia are largely sold on world markets and - British Columbia in 
particular benefited from the recent decline of the Canadian 

. dollar: In general, the west shared more than proportionately in 
the Commodity boom'of the early seventies and relatively high 
grain prices helped to Continue the boom' on the prairies through 
1975,  some time after it had slowed in the rest of Canada. 
However, net farm incomes dropped ly 10 per cent between 1975. and 
1976, a further 22 per cent from 1976 to 1977,and are'exPeCted to 
fall slightly in 1978. 

- The British Columbia forest industry has perhaps fared better.than 
the rest of the Canadian forest products industry because of its 
'linkages tothe American construction industry's lumber'. 
requirements. However, the relatively'high levél of:residential 
construction,of the recent past in the United States is expected. 

 to decline in the. medium  terni. The pulp and paper coMponent of 
the industry has experienced depressed.world markets for much - of 
the last few years but registeted significant gains in thé'first 
half of 1978. 

- Until the fall of 1977 the Western mining'industry appeared. 
relatiyely strong. With the INCO layoffs at Thompson, - and,the 
generally depressed state.of world markets, uncertainty continues 
in the metal-mining industry although some optimism is Suggested 

' by thedepletiOn of world mineral inventories. On thé other hand, 
the oil and gas and related support industries continhe to . be 
Strong in the wést. With the possibility of 'fliture  uranium 
development in the north, the outlook for  the 'Saskatchewan  Mining 
'industry is . optimistic. 	 , 

MAJOR ECONOMIC DEVELOPMENT PROSPECTS 

• The medium'-term future of the western regional .  economy exhibits 
considerable contrast among.the various sectors. • The prospects for 
energy:appear bright.with the decision to bdild the'Alaska:Highway› 

.pipeline and the possibilities of further pipeline:ConstruCtiOn'to tap 
.frontier reserves in the longer term. FUrthermeé, thé.announcéd . 	*- 
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projects to bring into production the heavy oil deposits in Alberta and 
Saskatchewan and the probability of more tar sands plants provides for 
additional medium-term opportunities. These developments generate a 
stimulus both to related construction industries and such manufacturing 
industries as the IPSCO pipe mill at Regina and industrial housing from 
ATCO. The uranium resources of Saskatchewan are also promising 
developments in the medium term. 

Outside the energy fields there are certain constraints 
relating to the long7term development of western Canada. The major 
forestry resources of British Columbia are already being tapped, though 
there appears to be an untapped sawmilling potential in the northern 
interior. Most of the remaining forest resources are relatively remote, 
slow growing, or of commercially less desireable species. Although the 
mineral resources of northern British Columbia and the Yukon are rich, 
concern exists about longer run competition from third world countries. 

The manufacturing industry of western Canada has been largely 
related to processing of resources, and further expansion of the 
resource processing sector will be dependent on new resource 
developments. On the other hand, industries supplying specialized 
equipment needed by the mining, pipeline, forestry and other resource 
industries have substantial .  prospects. 

In the early seventies, concern was expressed about the 
ability of the transportation system, particularly through the Rockies 
and British Columbia ports, to handle the growing resource output of the 
west. Later analysis and further investment in both rail and port 
facilities has suggested that these concerns were overstated, but the-
ability of the transportation system to handle resource output remains a 
continuing concern. 

Another major issue is recurrent water shortages on the 
prairies, which could emerge as a significant constraint to industrial 
development as well as to urban growth. 

The overall sense of guarded optimism associated with most 
areas of the west is also applicable to the two terrritories, although 
the degree to which the Native people of the north will benefit from 
future progress is a concern. In the Yukon Territory, mineral 
exploration, development and production have resulted in a relatively 
healthy economic climate since the late sixties. Most of these 
activities have benefited immensely from thé infrastructure that was 
established in the territory during and after World War II. Economic 
circumstances are expected to remain buoyant in the medium term, with 
development activities planned in the transportation sector and the 
mining industry, and, particularly, in the construction of the pipeline 
across the southern Yukon. The increased employment opportunities 
generated by these activities should lead to substantial growth in the 
service sector, including significant growth in the tourism industry. 
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In the Northwest Territories, income and employment 
opportunities are dependent on two major activities: resource 
development and government. Approximately one-half of all wages and 
salaries in the territories originate in the government sector. 
Minerals, oil and gas account for the bulk of exports. However, smaller 
businesses, often related to traditional ways of life, provide a variety 
of occupations to Northerners. They also serve to diversify and 
stabilize the economy and to spread the benefits of major development 
and government activity. Major development projects are expected to 
continue over the medium term and these projects will provide real 
benefits to the north. Recent oil and gas exploration in the Beaufort 
Sea, and mineral production at Nanisivik and the Great Bear Region have 
demonstrated that northern workers and local' business services can be 
provided in support of resource developments, thereby ,supporting 
regional growth centres and small, distant communities through labour 
rotation schemes. 

In summary, the medium-terrà  prospects for. the four western • 
provinces and the. territories are viéwed with:optimismiwith . the soOd . 

 .outlook in the energy sector generally Outweighing-the iléss bubYant... 
. prospects  Of soMe other areas of actiVitY. . - 
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MANITOBA 

OVERVIEW 

The recent performance and short-term outlook for the Manitoba economy 
suggest a period of relatively slow growth. During the last two years 
the growth of real output has been significantly belcm.i the Canadian 
average and indications are that in 1979 this situation will persist, 
although with some modest improvement. These trends have been due to 
below-average performance in output and employment during the past two 
years in the agricultural, mining, forestry, manufacturing and 
construction sectors. 

Nevertheless, preliminary data for 1978 suggest a mood of 
cautious optimism. Two of Manitoba's key economic sectors, agriculture 
and manufacturing, may be displaying the early signs of recovery. In 
the agriculture sector, gross farm income increased 30 per cent to $611 
million during the first seven months of 1978 and, in manufacturing, 
employment increased by 5 000 during the first nine months of 1978, the 
first increase in employment since 1975. In addition, manufacturing 
shipments and investment have increased significantly. Despite these 
improvements, unemployment increased by 8 000 between September 1977 and 
September 1978 as the labour force expanded at approximately double the 
rate increase of employment in the province. 

Manitoba has a strong entrepreneurial record and a well-
diversified economy, with industrial activity evenly distributed among 
the main sectors of manufacturing, resource processing, agriculture and 
financial and distribution services. A significant improvement in the 
prospects of any one of these key sectors will reflect positively on the 
overall performance of the provincial economy. 



1 

I. 

In comparison to the "Economic Circumstances and Medium-Term 
Prospects  by Province" published in February 1978, the current 
circumstances of.Manitoba's economy have improved to.one of cautious 
optimism. The main reason for.this change is the 'improved outlook for 
Manitoba'S manufacturing and'agricultural sectors. However, it is 
difficult to determine if this selected recovery can be sustained over 
the medium term. 

ECONOMIC CIRCUMSTANCES 

Demographic Trends 

Preliminary estimates for 1978 give Manitoba a population of  :1 .033 000. 
: During the seventies, Manitoba's population increased at an average 
annual growth rate Of 0.7 per cent in comparison to an average - annual 
growth rate of 1.3 per cent nationally, resulting in a 'decline in 
Manitoba's proportion of Canada's population' from 4.6 per cent  In 1970 
to 4.4 per cent in 1977. This trend has continued into,1978. A notable 
exception to this pattern of slow population growth is the prOvince's 
Status Indian population which continues to grow ai a rate more than 
twice the provincial average.  Although Manitoba's population growth 
rate has not kept pace with Canada, the difference narrowed considerably 
during thé 1972-77 period in comparison to the.earlier.1966-71 period. 
Much of the . population increase has occurred in Winnipeg and the- larger 
urban centrés. 

Labour Markets 

'Due to the modest rate of expansion in the provincial economyi 
Manitoba's labour force and employment expanded during 1977 and the 
first nine months of 1978 at rates that were below those achieved at the' 
national level. For the period January to September 1978, the 
seasonally adjusted provincial labour force  averaged 474 000, an , 
increase of 16 000 oVer the same period  in  1977. With employment 
increasing by Only 11 000 to 443 000, the number of unemployed in 

. ,Manitoba increased by -5 000 to 32 000 or from 5.9 per cent to 6.7 per . 
'cent of the labour force. This compares with a national 'unemployment 
rate of 8.1 per cent and 8.5 per cent in the comparable period in 1977 ' 
and 1978 reSpectively. 	 . 

Labour market statistics suggest that, for the first tiMe 
since 1975, employment in Manitoba's manufacturing-sector.is beginning 
to increase, amounting to 60 000 dnring the first nine months of 1978 in 
comparison to 54 000 during the same period of 1977. 

. Employment in agriculture and other primary industries has 
changed little while, despite a prolong.ed strike this past summer, 
construction employment is reported to have Increaedsignificantly. 
Overall employment growth'in the service,  industries  was marginal with 
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moderate gains in the trade and personal services sectors dampened by 
zero growth in the finance, insurance and real estate sectors and 
declines in the public administration and transportation/utilities 
sectors. 

Investment Climate 

Revised investment intentions for 1978 indicate that total new capital 
expenditures will increase by $8.8 million in Manitoba this year, an 
increase of less than 1 per cent. The goods-producing industries will 
experience the largest increase with manufacturing up 12.5 per cent to 
$83 million, and primary industries up 11.3 per cent to $407 million. 
Increases in the service sector will range from marginal for housing to 
moderate for institutions and government departments. Utilities is the 
only sector expected to experience a decline in new capital investment 
in 1978 with a dramatic fall of 16.7 per cent from $581 million in 1977 
to $484 million this year. 

Since 1966 there has been a substantial shift in new capital 
spending from private sector manufacturing to public sector utilities. 
This dramatic increase in utilities investment ameliorated to some 
extent the impact of the relative decline in private sector 
manufacturing investment. However, with the recent decline in northern 
hydro-electric development, the impact of the relatively low level of 
investment in the manufacturing sector has become more apparent. 

Although the percentage increase in nec capital investment in 
Manitoba's manufacturing sector is expeèted to be significant this year, 
the current level of spending will still only equal levels achieved in 
the late sixties. When inflation is taken into account, new capital 
investment• in Manitoba's manufacturing sector is actuallY considerably 
below levels achieVed a decade ago. 

Sectoral Review 

- In the agricultural sector, substantial increases in gross farm 
income are forecast for 1978. For the period January-July 1978, 
total farm cash receipts amounted to $611 million, an increase of 
29.6 per cent over the same period in 1977. All major sectors of 
the Manitoba farm economy have been showing strength in 1978 with 
cash receipts from livestock production totalling $249 million by 
the end of July, an increase of 22 per cent over the previous 
year, and crop receipts up 39 per cent to $352 million. 
Expectations are for a good crop this year in terms of both volume 
and quality. The market for hogs has strengthened considerably 
with both price and volume up, while cattle prices are 
substantially higher although the volume has not increased. This 
year has been a record for grain exports with high-quality grain 
bringing a good price. The improved position of the agriculture 
sector is reflected in farm implement and equipment sales which 
rose by a dramatic 38.2 per cent during the first eight months of 
1978, the largest increase in Canada. 
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- In 1977, the combined prodàction of nickel,,zinc and copper, which 

together account for more than 95 per cent of the value of the 
province's mineral output, increased only marginally in value, and 
of the three,- only copper increased in volume  outwit. . This  

. decline in teal output of metal mines is the result of a 
world-wide surplus of base metals. Mineral output is expected to 
decline further in 1978. Nickel output iS.estimated to have 	. 
declined almost one-third in volume during the first eight months 
of 1978 with the volume of production of copper and zinc the Same 
as last year. However, the value of copper and zinc output is 
expected to increase this year becauSe of the depreciated Canadian 
dollar. The,present outlook for nickel is still very'uncertain 
with INCO operating only two of its three mines in Thompson. Total 
employment at INCO's Thompson facility is reported tO -have 
declined by 1 000 between JanuarY 1977 and January 1978. The 
world nickel market is now not expected to experience any 
significant,recovery until 1981. Copper prices have shown a 
slight imprOvement as the world copper stockpile has deciined.,The 

'market may continue to improve next year. 

- Preliminary data on output, employment and investment'suggest that 
Manitoba's manufacturing sector may be in the early stages of an 
economic recovery. Following a poor performance in 1977, the 
value of  shipments by Manitoba manufacturers appears to have 
strengthened in 1978.In the.first six months of the year, .the 
value of Manitoba  manufacturing shipments registered. an  increase 
of 13.5 per cent over the same period in 1977. At the same time, 
shipments increased by 14.6 per cent in Canada and 17.9 per cent 
in western Canada. The primary metal, chemical and electrical 
.products industries have shown some dynamism in 1978 with shipment 
increases in excess of 20 per cent, while  the  clothing, printing 	

II 1  and wood industries had shipment Increases in the 10 to 20 per 
cent range:' Output in the non-metallic mineral.products and 
leather industries declined bY more than IO per.cent:dUring-the .  
.first four months  of 1978,  while the textile and meta1-fabricating 	 11 
industries experienced declines of less than 10 per cent. 

Despite a prolonged construction strike this.summer, a reduction 
in provincial government capital expenditure projects,:and a 
further delay in northern hydro-electric power development's, the 
construction industry in Manitoba recorded an empioyment . incréase 
of 14 per cent during the first nine Months of 1978 over the same 
period in 1977. Contributing to this strength is the dramatic 
increase in dwelling unit starts in Manitoba kluringthe firàt:six 
months of 1978,  up 74.6 per cent from 4 235-  to 7 396 units. This 
compares. to a marginal decline in dwelling' unit starts  .a•• the • • 
national level. 

7 Employment growth  in the sérvice7producing•induStries, which 
,increased by only 5  .000 or  less than2 per  cent in 

• continuing a-pattern of slow growth in - 1978. Howeyer, this sector 
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continues to dominate employment, accounting for 70 per cent of 
the provincial total. Retail trade in Manitoba during the first 
six months of 1978 has not kept pace with growth at the national 
level, increasing by 9.6 per cent provincially and 11.3 per cent 
nationally. 

- Because of the substantial electrical generating capacity in 
Manitoba, initiatives in the energy sector are focused on the 
investigation of export markets for Manitoba's surplus 
electricity. The provincial government in conjunction with the 
other western provinces is currently exploring the possibility of 
an expanded east-west transmission.system which would enable 
Manitoba to export to the other western provinces. Negotiations 
are also under way with Nebraska Public Power District, a 
reflection of the general interest in exploring expanded 
interconnections with electrical utilities in the United States. 

MAJOR ECONOMIC DEVELOPMENT PROSPECTS 

Although the diversity of the Manitoba economy will continue to allow a 
range of development opportunities contributing to a modest rate of 
growth, and although business confidence appears to be improving, the 
overall economic development prospects of Manitoba remain much more 
modest than those of most areas of Canada. While some sectors of the 
provincial economy have recently exhibited strength, there  are 

 relatively few major development prospects. To improve upon areas of 
potential in the economy, selected federal/provincial economic 
initiatives are being undertaken. These initiatives are designed to 
encourage new investment, employment and industrial growth. Since 
February, substantial progress has been made in mounting federal/- 
provincial development initiatives in manufacturing, agriculture and 
tourism. 

With regard to manufacturing, the recently signed Canada/ 
Manitoba Subsidiary Agreement on Industrial Development has been 
designed to accelerate the industrial development process by improving 
the performance of the industrial sectors in Manitoba that are important 
because of their size, linkages and long-term growth potential. These 
include primary metals, food and beverage, health care products, light 
machinery, transportation equipment, and aerospace/electronic products. 

In the agriculture sector, the key development prospect over 
the medium-term is expanded production of high-value specialty crops 
that can be processed in Manitoba such as potatoes, Soybeans and grain 
corn. Expanded production of these crops would be enhanced through 
improvements  in drainage and irrigation in specialty-crop growing zones 
and through demonstration of crop management and adaptability. Because 
of the high value-added potential of livestock  production,:  increased 
attention is also being devoted to improving the efficiency of forage to 
red meat conversion. Federal/provincial discussions of these measures 
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throtigh a value-added cropé product subsidiary agreement are well 
, advanced. This initiative is complementary to.the indUstrial 
development strategy - detailed in the .Canada/Manitoba Subéldiary 
Agreement on Industrial Development. 

Water development continues to be' a major priority in 
improving the economic performance of industrial and resource sectors. 
Because of the 1976-77 drought, an interim water-development initiative 
is being explored to coordinate existing federal and provincial water-
supply development programs and to determine the longer term water-
development strategy needed to support economic expansion and buttress 
the performance of the ec6nomy in drought periods. 

Development assistance to , the tourism industry ià a priority 
under the Canada/Manitoba General Development.  Agreement. .Consistent 
with the recommendations of the recent IT&C Consultative Task Force 
report on the Canadian tourism industry, the tOurism initiative in  • 
Manitoba emphasizes the development of a number  of major destination 
areas . and measures to improve the produétivity and organization of the 
industry. These measures are designed to stimulate private sector 
investment and employment,. and'to improve. the balance-of-payments travel 
account while increasing the overall contribution of this industry to 
the Manitoba .  economy. 

In addition to these initiatives a number of developments are 
taking Place in northern Manitoba. Discussions in the context.of the 
northlands agreement have considered economic dévelopMent, projects which 
would integrate measures to improve the efficiency and productivity of 
commercial forestry operations with activities which.improve employment 
options for northern residents. In the mining sector, Sherritt'.Gordon 
is undertaking à $27 million underground development•at Ruttan  Lake and 
Hudson.Bay Mining and Smelting is building a $26 million concentrator 
and mill at Snow Lake. As well ., recent exploration àctïvity.has 
produced.some encouraging preliminary signs 

. 	• 
In summary, despite the fact that some .economic development 

prospects do exist in Manitoba,  they appear to be,more môdest than those 
.in other parts of western Canada. 	 • 
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SASKATCHEWAN 

OVERVIEW 

The Saskatchewan economy continues to be dominated by the production of 
primary products. Periods of rapid economic growth have resulted mainly 
from either higher grain prices or a new resource find. A decline in 
commodity prices or a crop failure has a drastic downward effect on the 
provincial economy. As a result, the economy of Saskatchewan has been 
characterized, to a greater extent than any other province, by 
relatively large swings in economic activity. 

Throughout the 1950s and 1960s the traditional agriculture 
employment base continued to decline due to farm consolidation and 
increasing capitalization. Until recently, few industrial devèlopments 
had occurred to offset these changes and the effect had been a net 
out-flow of population from the province, an upward shift in the age 
distribution of the province's labour force, a 'significant rural-urban 
shift in population and the demise of many small communities. 

This situation is beginning to change and, in the medium term, 
although the economy of Saskatchewan will continue to be resource 
oriented and subject to wide cyclical swings, a potential for strong 
economic growth exists. Opportunities exist in energy-related mining 
activities, potash, iron and steel related activities, farm machinery, 
and increased value-added by processing agricultural products. These 
opportunities, if realized, will assist in diversifying Saskatchewan's 
economic base and encourage increased Native participation through the 
development of the northern part of the province. The major challenge 
is the need to diversify employment opportunities in order to absorb new 
entrants to the labour force. 
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In comparison.to the."Economic Circumstances and Medium-Term 
Prospects by Province" published . in February 1978, the short-term 
circumstances . of Saskatchewan's ecônomy show•a > steady improvement while 
the . medium-term prospects are for Strong growth . Farm cash receipts are 

- up and manufacturing output shows signs of imProvement.' 

Manufacturing investments are down this year.but are expected 
to improve in 1979. Because of the potential heavy oil developments and 
investments in new uranium mines, the medium-term . outlook is distinctly 
optimistic. . 

ECONOMIC CIRCUMSTANCES 

Demographic Trends 

Over the past 40 years, the population of Saskatchewan has fluctuated 
considerably. Although the July 1978 population of 948 000 represents a 
significant increase from the April 1974 low of 900 000, it is only 
slightly higher than the 1936 figure. From 1968 to 1974 the population 
dropped by 59 100. 

The province is becoming more urbanized with 31 per cent of 
the population concentrated in the two metropolitan centres, Regina 
(155 000 population) and Saskatoon (137 000 population). A series of 
regional service centres are distributed an average of 125 miles apart, 
each with a population ranging from 5 000 to 35 000. Towns of 2 000 to 
5 000 are scattered throughout each region and villages of fewer than 
2 000 persons are located every eight to ten miles. 

,Labour Markets 

The unemployment rate in Saskatchewan is well' below the national rate.. 
The seasonally adjusted September 1978 figure was 4.9 per cent, in • 
contrast to the national average of 8.5 per cent,. However, si.nçe 1975, 
provincial emploYment has increased bY fl -.I.Per Cent and th..lapour 
force has grown even faster, at I2.8 - per cent. 	• 

Investment Climate 

In 1978,. manufacturing investment is:expected,to . decline by  37.6 per  
cent whereas investment in . primary industrieSf.(potash, uraniuM:and coal) 
is expected to'increase by 24.0 per . cent,.. Total investment  in 1978. is 
estimated to be over $2,4 billion, an 8.1 per cent increase* over 1971. 

Possible spin-off industries from developments in the primary 
sector could result in more investment over the next few years in 
resource processing facilities, such as a heavy oil plant and an uranium 
refinery. Manufacturing opportunities may also arise as a result of 
developments in the mining Sector. 
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In the construction sector, rising interest rates and some 
over-building in housing are expected to dampen new investment 
initiatives in the residential and commercial sectors. However, 
potential northern development could mitigate this trend in northern and 
central Saskatchewan. 

Sectoral Review 

- Agriculture normally accounts for half the value-added in 
Saskatchewan's goods-producing sector. Farm cash receipts, at 
$1.6 billion for January to August 1978, are up 14.3 per cent over 
the same period in 1977. This is due largely to stable grain 
markets, an upswing in cattle prices, and the decline of the 
Canadian dollar. Rising world grain inventories are causing some 
concern. Production in 1978 is expected to increase beyond 1977 
levels. 

- The strengthened grain export demand has placed prèssure on 
existing grain transportation systems to maintain a high  level  of 
throughput. 

- The mining industry is the second 
added in the province, accounting 
cent of the total goods-producing 
accounts for only 2 to 3 per cent 
production from the mining sector 
2 and 3 per cent in 1978 and 1979. 

largest contributor to value-
for $752 million or 20.2 per 
sector in 1975. However, it 
of provincial employment.. Total 
is expected - to increase . between 

- Manufacturing accounts for 12.2 per cent of value-added in the ' 
provincial goods-producing sector in 1975 and approximately 6 per 
cent of employment. Areas where some real increase has likely 
occurred in 1978 are food and beverages, wood industries, metal 
fabrication and machinery. 

- The service sector in Saskatchewan accounts for approximately 59 
per cent • of provincial employment and 57 per cent of estimated 
provincial real domestic product in 1978. The traditionally 
decentralized distribution system is adjusting to increasing 
urbanization and the more centralized shopping patterns of rural 
residents. 

Sub-Provincial Circumstances 

The decline of many small communities and the trend toward urbanization 
focuses on the continued problems of rural areas to provide employment 
and income opportunities. Increased stability of rural communities is 
essential to support agricultural development. 
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In northern Saskatchewan, the basic industries are forestry 
and mining. The anticipated increases in mining and the resultant 
increase in other economic activity requires government programs to 
ensure that many of the socio-economic benefits accrue to local people. 
Examples include the arrangement between the Government of Saskatchewan 
and AMOK Limitée to utilize local residents for 50 per cent of the 
employment needs, as well as the Canada-Saskatchewan northlands 
development agreement. 

MAJOR ECONOMIC DEVELOPMENT PROSPECTS 

'World demand for food will increase over , the medium term, theFeby 
ensuring'market opportunities for Saskatchewan grain. Grain.production 
will continue to dominate the provincial économy: However, due to the 
highly capital-intensive nàture of grain farming,.if increased job 
opportunities are to Occur, the grain economy must be coMplemented by 
other activities, Particularly resource processing and manufacturing. 

Future opportunities in manufacturing are possible in high 
teChnology and high value products where local resources  are  used in the 
production process, such as - health and.energy products from an 
industrial fermentation process.' 

Saskatchewan is estimated to have 30 per cent of Canada's 
total uranium reserves, which in turn are 10 to 15 per cent of the 
non-communist world total. The Cluff Lake Board of Inquiry issued a 
report this year recommending that the provincial government allow 
uranium mining to proceed, subject to various safeguards and 
socio-economic requirements. If the existing mining projects are 
completed by the mid-1980s, Saskatchewan's production capacity and 
provincial royalties would increase substantially. The development 	- 
could encourage the establishment of an uranium refinery near Saskatoon 
in the medium term.' 

. The anticipated construction of, the Alaska Highway pipeline 
could benefit IPSCO's future markét for pipe and - othér steel products.. 

,• 
Significant opportunities could occur in the mining and 	. 

processing of heavy oil in west-central Saskatchewan. A heavy oil 
upgrading plant (costing from $700 million to $1 billion) would result 
in substantial socio-economic benefits to the:province in both direct 
employment at the plant and considerable indirectL employment in the 
oilfields as well as in industries providing equipment and services to 
this sector. 

Strong opportunities for developing Saskatchewan coal in thé 
Estevan area should be evident in the medium term, due to InCreased 
demands for electricity (such as from the expànded steel plant in 
Regina),  long-term cOntracts with Ontario Hyàro and a general require-
ment to meet the growth in domestic energy 'demand.-  



1 05 

The medium-term demand for potash (from both developing 
countries and the United States) is expected to be firm. The 
Saskatchewan Potash Corporation is expanding its production capacity at 
Rocanville and Lanigan. 
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ALBERTA 

OVERVIEW 

Alberta's economic performance over the past five years has been 
impressive and this is expected to continue into the 1980s. A major 
contributor to Alberta's recent economic growth has been the 
construction activity associated with large energy—related projects. 
It is worth noting that the completion of the construction phase of 
Syncrude and other such developments have contributed to a somewhat 
lower rate of growth of employment and real dbmestic product and a 
modest rise in the unemployment rate. 

Although delays in major energy developments could further 
dampen the growth in the short term, the commencement of these projects 
during the 1979-82 period should result in continued buoyancy in the 
medium term. The timing of these projects depends on world markets, 
competition from other energy sources and the prices for oil and gas. 

Major opportunities to diversify the provincial economy lie in 
increased processing of agricultural and forest products, tourism 
development and petrochemical processing. The prospects for 
agricultural processing and agricultural performance in general will, in 
part, depend on access to markets and improvements in the transportation 
system. Growth in the petrochemical industry will depend on world 
market considerations as well as the future world price for oil. 

In comparison to the "Economic Circumstances  and  Medium—Term 
Prospects by Province" published in February 1978,- 	the short—term' 
circumstances of Alberta's economy are somewhat:less optimistic 
(although still very favourable), while the medium—term prospects 
continue to look bright.. Construction of the massive  energy projects 
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which.sustained Alberta's rapid growth over the past five years has ' 
fallen off. This lull should dampen short—term  performance s  but 
resumption of construction activity on major projects in the medium term 
should again stimulate rapid econibmic growth The recent passage of the 
Energy Bill in the U.S. suggests a late 1979 or early 1980 construction 
start for the Alaska Highway natural - gas pipeline. 

.ECONOMIC CIRCUMSTANCES 

Demographic Trends 

The population of Alberta increased from 1.6 million to 1.9 million 
between 1971 and 1978, as the province overtook British Columbia as the 
most rapidly growing province in terms of population. This rapid rate 
of growth is expected to slow slightly during the 1978-79 period and 
then rise again as the in—migration rate responds to employment 
opportunities generated by major projects which are expected to begin in 
the 1979-82 period. By 1982 the province could have a population in 
excess of 2.2 million, the majority of which would be concentrated in 
the Edmonton—Calgary corridor. 

Labour Markets 

Alberta entered the 1970s with an unemployment rate of 5.1 per cent and 
an annual employment growth raté of 1.6 per cent. By 1974, major energy 
developments had stimulated the economy to such an extent that the 
unemployment rate had dropped to 3.4 per cent. In the past two years, 
the annual employment growth rate experienced in the mid-1970s has not 
been sustained and the unemployment rate has risen to 4.7 per cent. It 
is expected to continue to move gradually upwards in 1978 and  may reach 
5.8 per cent in 1979, until 1  the effects of new energy developments are 
felt. These projects will likely push the employment growth rate to 
levels prevailing early in the seventies, while creating skilled labour 
shortages and upward pressures on selected wages and salaries. 

Investment Climate 

Albérta* has enjoyed a favourable investment climate throughout the 
1970s. Early in the decade, the grOwth rate in new capital expénditures 
rose dramatically, reaching a high . of 30 pet cent in 1976. In 1977, new as capital eXpenditures rose by 12.4 per cent ad. AlthOugh investments in 
major energy—related projects have been lowerin:,1978, expansions in new 
hOusineconstruction  and  commercial developments may maintain.the. 
growth in new capital expenditures at about . the 1977 rate. High annual 
.hcreases are again expected in the early:1980s When oil sands 
developMents, the Alaska Highway pipeline and_cither major...Projects will 
génerate new investments. 
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I Sectoral Review 

- Alberta's net farm income rose from $270 million in 1970 to $893 
million in 1975, mainly on the strength of increased grain prices. 
Production costs increases caught up with price increases in 1976, 
resulting in a decline of net farm income to $733 million. This 
trend continued in 1977, with net farm income dropping to $625 
million. A substantial upswing in beef prices may improve the 
situation somewhat, although lower quality of grain in 1978 may 
have an opposite effect. 

- Alberta's production of bituminous and sub-bituminous coal more 
than doubled from 1970 to 1977 when it reached 15.6 million short 
tons. Total coal production in 1978 should be around the 1977 
level but the output of thermal coal will increase, whilè 
metallurgical coal output will deéline. The demand for thermal 
coal is expected to remain strong in the longer term as a result 
of expanded shipments to Ontario Hydro and increasing electrical 
generating capacity ,  in Alberta. The use of thermal coal to 
generate steam for on-site extraction of bitumen from the oil 
sands may also expand its  use in the future. 

- Crude oil production peaked in 1973 at 523 million barrels, but by 
1977 production had declined to 384 million barrels. This 
downward trend will continue through 1982, but will be slowed 
somewhat by increased production from Alberta's oil sands. Natural 
gas production has experienced a steady increase over the past 
five years, reaching 3 143 billion cubic feet in 1977. Production 
levels in 1978 are expected to remain at this level or decline 
slightly. Lack of markets and depressed demand rather than 
physical availability are the chief causes of this reversal. t 

- Alberta's manufacturing industries have not succeeded in 
increasing their share of provincial value-added over the past 
several years despite rapid growth in Alberta's economy. In 1976 
they accounted for slightly less than 10 per cent of total output 
in Alberta, compared with 20 per cent nationally. Over the past 
five years, the composition of Alberta's manufacturing industries 
has slowly begun to shift away from the traditional dominance of 
the food and beverage industry. In 1971, over 26 per cent of 
manufacturing value-added came from food and beverages, while in 
1976 it had dropped to less than 24 per cent. The petrochemical 
industry is expanding to further increase its share of , 

manufacturing value-added if it can overcome world marketing 
problems. Similarly, the lumber industry's medium-term viability 
depends on international market demand. The outlook for the pulp 
and paper industry uver the next five years appears encouraging. 
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- As in other proVinces, the service  sector is Alberta's largest 
employer. As Alberta's population expanded, the service 

• industries dramatically Increased their share of provincial 
eMployment. In 1977 this sector generated half of proVincial -
value-added and approximately two-thirds of provincial employment. 
The fastest growing Component of this sector is financial 
service's, which is increasing due to the financialt.equiréMents Of 
thé large energy projeCts and the attraction of the short -term 
money' markets to Alberta because of the Heritage Savings Trust 
Fund. This trend should continue atleast through the early : 
1980s.. 	The Alberta tourism industry may be an increasingly • 
important part. of the service sector in  -the future., as indicated 
by the sticces's of.the'Stamp Around Albertà":prOgraM. 

Sub-Provincial Circumstances 

Alberta's dependence upOn energy, agriculture and construction created a 
' geographic imbalance in the distribution Of the :benefits of economic 
growth. .  This  economic imbalance has been seen in the rapid.growth in , 
the Edmonton-Calgary corridor in contrast to thelimited opportunities 
in the rural areas of northern and east-central Alberta. Although the 
trend has been slowing, employMent growth in the Corridor-remains  • 

• strong. .Currently about 70 per. cent of total employment is in this 
. 

O 	.Despite relatively slow growth in.thé past, many rural. 
communities have thé potential to diversify their economic base•ane• 
participate  in. the  province's economic growth., Furtherpronessing of 
agricultural.  and  forest products càuld lead to increased 'activity in.all 

. economic sectors of the rural commtinity.'. This could:be further' 
supplemented by increased tourisM development. 	• 

	

. 	. 

. 	. 	. 	, 	. 	 . 	 . . 
MAJOR ECONOMIC DEVËLOPMENT'PROSPECTS 	5 	' . 

	. . , • . 	. 
. 	. . 	 . 

Construction of the Alberta portion Of the Alaska HighWay.matural,ias 
' pipeline,is now:expected to  commence in  late . 1979  and  be COmpletédHin' 
1983. This project wilf.provide a major stimuiustnthe -province since 

' àSliéable Portion of thé labour and:materials Wii1.cOmé from Alberta... 
. . . . , 

. 	 Three energy-rélated ventilres may Commence Anring_the'next :. 
'five years: Syncrilde mayexpand as early as 1984;..Shell has proposed a 
$4'.17billion :  plant to be begun in 1981; and. Imperial Oil:has proposed 
the  construction  of an on-site  héavy.oil Plant néàr.: . Ç6I4lake.:'.Thë 

. .» scale . and timing of these .  developments will depend. upon the..future:yorld 
uprice for crude oil', . 	 . • 	. . 	. , . 	 . 	 . . 	 . 
• . 	 . 	• 	. 	- , . 	 . 	. 

. 	•Several heavy Oil upgrading facilities  have  bean diseUssed  for 
the  Illoydminster area  of Alberta or 5 SaskatcheWar(With.ConatruCtiOn 

	

. schedules indicating .  a 1982 . completion 	.. : 5  • .,.... 
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The development of a major petrochemical industry has been 
identified as a significant development opportunity for Alberta. 
However, in the medium term there is still uncertainty over markets, 
particularly in view of excess North American capacity and the effects 
of existing tariff barriers abroad on Canadian petrochemicals. 

Market considerations, as well as capital availability and 
transportation costs, will be major considerations in the decision as to 
whether construction of the proposed $250-million pulp mill at 
Whitecourt will go ahead in 1982 as planned. 

The further processing of Alberta's farm products could Q 

benefit the agricultural industry. As well, farmers' incomes could 'be 
enhanced through alternate markets for existing production and through 
growing new crops for new markets. This  potential could also help to 
further stimulate the rural economy. 

In summary, Alberta's medium-term prospects are closely 
related to those of the energy sector.. Although the exact timing of 
major energy projects is uncertain, the medium-term outlook in general 
is bright. Selected prospects outside of the energy sector also, 
contribute to the positive'outlook for the early 1980s. 	 • 

(I 
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BRITISH COLUMBIA 

OVERVIEW 

Real output in British Columbia is forecast to rise by 3.7 per cent in 
1978, somewhat below the 5 per cent increase achieved in 1977. The 
outlook for 1979 suggests that real growth in the provincial economy 
will stay around the 1978 rate with increased activity primarily in the 
mining and construction sectors expected to offset a levelling-off in 
the forest industries. 

Recent years have seèn a convergence of the economic growth 
trends of British Columbia with those of the rest of the country, in 
contrast to the more rapld growth of the province prior to the 
mid-1970s. The slower rate of growth in the British Columbia economy is 
the result of a slowdown in the world economy'and corresponding weak 
markets for British  Columbia's resource-based prOducts. A strong 
performance in employment creation during the first half of 1978 loWered 
British Columbia's traclitionally high unemployMent rate to 8.2 per cent 
in October from 8.4 per cent in the corresponding month of 1977. . Weaker 
employment growth is forecast for 1979, with the average unemployment 
rate expected to rise to around 8.3 per cent. 

New capital investment is expected to increase by 11.6 per 
cent.in  current dollar terms in 1978, an improvement over the 8.1 per 
cent recorded in 1977. The provincial government announced a budget 
surplus of $140 million for the 1977-78 fiscal year. 

The medium-term prospects of the British Columbia economy 
suggest a continuation of moderate growth. Although major increases in 
international demand for British Columbia'eXports are not expected in. 
the shorter term, unanticipated demand for some products (e.g. newsprint 
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and construction lumber) or unexpected interruptions to world supplies 
(e.g. copper) could significantly benefit the provincial economy. 

In comparison to the "Economic Circumstances and Medium-Term 
Prospects by Province" published in February 1978, the current 
circumstances of British Columbia's economy show signs of improvement 
with the medium-term prospects indicating moderate growth. An increase 
in investment spending, as well as increased manufacturing output 
(lumber and pulp and paper), has helped to stimulate a slightly improved 
rate of real economic growth in British Columbia. The medium-term 
prospects would be strongly influenced by improvements in world demand 
for British Columbia's primary forest and mineral products. 

ECONOMIC CIRCUMSTANCES 

Demographic Trends 

The population of British Columbia  on July 1, 1978 was estimated.to be 
2 533.00, an increase of 35 000 during the previous year. ThisiS 
substantially below gràwth levels of the early  1970s and  reflects; In 
part, the very biloyant economic conditions in Alberta. 	 •  

The province, traditionally the major recipient of 	 • 

interprovincial migration in western Canada, has recently lost this 
position to Alberta. British Columbia's population in the period 
1971-76 grew by 12.9 per cent, down from 16.6 per cent for the 1966-71 
period. Population in the Vancouver-centered Lower Mainland grew by 6.1 
per cent, while the Victoria metropolitan area population increased by 
9.7 per cent. In comparison, non-metropolitan areas recorded a 
population gfowth of 16.2 per cent during the same period. 

Labour Markets 

The British Columbia labour market is characterized bY a persistently 
high rate of unemployment, averaging 7.7 per cent for the last five 
years. However, a strong performance in employment creation in the 
first 10, mont hs of 1978 resulted in a lower rate of unemployment. 
Average weekly wages and salaries in British Columbia, at over $300, 
.continue to be the highest in Canada. 

• . • , 	 L . 
'Investment Climate 	

. 	Id  steel 1.1-  
- 	.. 	.,nd fewer rIcAl ,,- 	• 	.-,• 	: 

' 

	

. -: 	 . 	 -,.]trç.Lion are 	, u 	:' ' 	'" ''' • ' . The climate for inVestment'in' British'C6lumbia has im
1
PrOved-in recent' . 

years, MistOrically, investments in the proVinCe'haVe'been•abminated by ' 
ilarge7scale resource and utility developments'. Recent'initiatiyés . to . :, , 

 Promotesmall. business, particularly in Manufaèturing  and  thé . traVel 
inànStr,ry„,are expected to have important local impacts,' :As,anHenergy-
riCff-il! 	, CProVinCe',:thè medium-term.prosPects for .British' Columbia 1411 I L, 	 :- 

r'em4in . f àrab le wi.th  respect to capitél'investmentirt :energy,aS. 'well• • 
as the  fàréStry and mineral industries ... New capital:investment.' •-: .:. 
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estimated at $6.3 billion in 1978 will represent an increase of 11.6 per 
cent over the previous year, and will exceed the national increase of 
7.4 per cent. 

Sectoral Review 

- In the agricultural sector, farm cash receipts for 1977 totalled 
$494 million, slightly up from 1976. Current information 
indicates that ranchers and fruit farmers will have a good year in 
1978 and that favourable fall weather will modiÈy earlier 
predictions of vegetable and grain crop losses. Present 
expectations are that 1978 will be a near record year. 

- Following the records set in 1976 and 1977, the fishing industry 
may again register a good year in terms of value of fish landed. 
However, international fishing disputes' and increasing foreign 
control of fish processing are issues of concern in this 
industry. 

- The value of mineral production in 1978 is expected to exceed 
$2 billion, stimulated by an increased value of petroleum and 
natural gas sales and slightly higher production of coal in 
conjunction with stable prices. This impressive performance will 
take place despite closures of several mines due to ore depletion 
and continued low copper prices. However, there are indications 
that markets and prices are gradually recovering as the world 
copper stockpile is reduced and world demand for lead, zinc, 
molybdenum and asbestos becomes firmer. Developments in 1978 
include the first full year of production from the Afton copper 
mine and smelter complex near Kamloops and the announcement of the 
reopening of a major molybdenum mine in the northwest. As a large 
portion of British Columbia's mineral exports are priced in U.S. 
dollars, recent Canadian dollar devaluation has had a considerable 
beneficial impact on the industry. 

- The strength of the manufacturing sector is largely attributable 
to increased lumber and pulp and paper production, which 
registered significant gains in the first half of 1978 compared to 
the same period of the previous year. In the first six months of 
1978 the value of total factory shipments was up by nearly 20 per 1 
cent. Much of the gain in the value of manufacturing shipments can 
be attributed to the fact that many resource-based manufactured 
products are sold in the United States and that the transactions 
are in U.S. dollars. Recent 'announcements concerning the 
construction of new ferries at a cost of $60 million may help to 
avert anticipated problems in the B.C. shipbuilding industry. 

- The lower valued dollar and a sluggish domestic economy have made 
1978 a record year for tourism in British Columbia as more 
residents have taken their holidays locally and more non-residents 
have been attracted to the Province.  Efforts  by the - federal and' 
provincial governments to develop the potential of the travel . 
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industry are expected to assist in maintaining the momentum 
generated by recent inCreases in activity. 

- The slump in residential construction from levels registered in 
previous years continues in 1978 with little prospect for an early 
return to earlier levels. In the first six months of 1978 the 
value of building permits fell by nearly 8 per cent from the same 
period in 1977. Similarly, housing starts were down by over 16 
per cent. 

Sub-Provincial Circumstances 

The Alaska Highway natural gas pipeline and the Revelstoke Dam projects 
may have a significant impact on the provincial eConoffiy, especially in 
certain non-metropolitan areas. The announced modernization of existing 
facilities in the resource-based industries and a number of other 

'mining, forest-based and utility industry developments suggest continued 
'growth in the interior of the province. However, much of this 	 • 

investment is in capital-intensive operations and, while implying 
significant construction activity, does not necessarily lead to  •  
large-scale permanent employment creation. Recently federal/provincial 
government programs have been announced that will broaden the economic 
base of non-metropolitan communities through assistance to the 
manufacturing and travel industries. 

MeiJPR ECONOMIC DEVELOPMENT PROSPECTS 

_i Ekternal,faCtOrS Will driMlnate  the  ràedium-term future of the province'. 
InyeatmentAggieions : relating to,.thermal and metallUrgiCalcoal: 

c n Itiuftresotirces copperres our ,  ces interior .sawMilling developMent' }  are pulp . 
• d and  : paper oPpôrtunities will,  as  : always , be de termined - .  largelY by,, export 

" deàrdnet.' 
, 	 • 

Il 	I : ,,Signi“gant new •gas .discoveries. in northeast British  ,Columbia,  
• the»Alaakei:HighWay, natural „gas pipeline and the construction of more  

hydo'-électrid"- generating.: caPacity ln northern- British: Columbia are ' 
iri. the  

.• 	• 	 • 	. 	• 	, 
ff or; el'Ith'ipuDnpur;  

cur rent bye r ca Pac i tYHIft• the 1Wbrldi 53 eteelecirid he't 	,haS'''rited • 
• ih .flOtreerP'riCés' for ..MetallurgiCal' CoalraildnIeWer L eee'dàtâCès'.'' NOrth± • 

eaat 'Cdal 'and . expanded Kootenay coal- production are• unlikely:  to  'find 
eLerké.ta:lefore  the  1980s.  The full explortation .of • theie developments 

reitùira' additibnal Port . facilities at prince . Rupert  and 
Vatcoüvek arid additio'nal'141k 1 .  il ha rid 	 '.'DeVelOPMe 	• 

for  .dot.lieS:tic .  thermal POwer,-;:. 	..• 
gerrerationis,amajOr, oppoTtuni. that coulcLbe realized  in the medium - 

i , _ipitermeJrThei.maLYCoal-prOduction.  for èxport,- . mainly .:to ;: jaPailf'and"Kcirea, 
• mmàyybe brought  or -Siream from - eXisting .teial, mine -OPetat.ions in the  up 
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Although coppe vr mines are presently suffering from weak world 
markets, improved commodity prices may stimulate the development of new 
open-pit copper mines in the central interior and northwest and there 
may be an additional opportunity for the establishment of a new copper 
smelter. 

The sawmilling potential in the northern interior has not been 
fully realized. Increased activity in this sector could result in the 
construction of new sawmills. Also, an opportunity appears to exist for 
eXpansion of pulp and paper capacity in the province. Both coastal and 
interior locations have been suggested. 

The coastal fishing industry could experience significant 
growth in output as the salmonoid-enhanceMent program gains momentum. 
Similarly, the agricultural and livestock industries should benefit Èrom 
new programs specifically aimed at improved resource management and 
improved irrigation. 

The current rate of population growth may well continue for 
several years, partially as a result of continued buoyancy in the 
Alberta economy, and may, perhaps, result in reduced local demands for 
residential housing. On the other hand, Alberta's growth has positive 
effects on British Columbia and may well lead, for example, to increased 
transportation investment, particularly in port development. 

In summary, the medium-term prospects for the British Columbia 
economy are generally good, although they are highly dependant on 
developments on the international scene and in adjacent provinces. 
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I OVERVIEW 

Purpose and Organization 
1. The objectives of this paper are: 

( 1 ) 	to review the current role of the manufacturing industry in each of the regional economies; 

' (2) 	to describe the broad opportunities (comparative advantages) and constraints in each region 
respecting further manufacturing growth; 

(3 ) 	to assess the problems and prospects for each region's key manufacturing sectors, focusing 
principally on the period through 1985. 

The paper is not intended to be an exhaustive treatment of the manufacturing industry in Canada. Rather, it is an 
attempt to provide a regional perspective that is complementary to the sector-by-sector analyses provided 1:3/ the 
Department of Industry, Trade and Commerce. 

2. The organization of the paper reflects these objectives. There are four regional reviews (Parts II-V) within 
which the subsections are organized in order of points (1) to (3) above. The remainder of Part I serves as an executive 
summary which compares the prospects among regions under the topic headings noted above. An Appendix presents 
changes in manufacturing employment by region and by subsector between 1976 and 1977. Although the paper is 
organized in terms of four principal regions — Atlantic, Quebec, Ontario and West — these are not treated as 
homogeneous areas. Consideration is given to the manufacturing prospects within each province, and in some cases, 
within sub-provincial areas. 

The Manufacturing Industry in the Regional Economies 
3. In 1976, manufacturing accounted for 20 per cent of Canadian employment, a-share which has slipped steadily 
in recent years. At the same time, productivity has improved so that the share of real domestic product associated with 
manufacturing has remained roughly constant at about 22 per cent for more than a decade. In 1976 the shares of 
employment in manufacturing in the regional economies were as follows: Atlantic 14 per cent, Quebec 24 per cent, 
Ontario 25 per cent, and the West 12 per cent. The shares of manufacturing in total regional output were: Atlantic 14 per 
cent, Quebec 25 per cent, Ontario 29 per cent, and the West 13 per cent. At the national level, Ontario is dominant, 
accounting for over half of Canada's manufacturing output. Quebec contributes just over a quarter, a share which has 
been slowly declining for many years. The West now accounts for 17 per cent of total national manufacturing output and 
its share has been steadily growing. The Atlantic manufacturing sector contributes only 4 per cent to the Canadian total 
although in certain sectors — e.g., fish products, pulp and paper — it is an important producer at the national scale. 
There are important intra-regional variations in these aggregate statistics. For example, in 1974, manufacturing 
accounted for over 20 per cent of provincial real domestic product in New Brunswick but for only 8.2 per cent in 
Newfoundland. Similar differences are observed in the West where manufacturing is relatively much more important in 
the economy of British Columbia than of Saskatchewan. 

4. The mix of manufacturing activity is rather sharply differentiated among regions with the West and Atlantic 
specializing in resource-related processing, Ontario in durable goods and Quebec in non-durables, particularly textiles 
and related products. The food and beverage and pulp and paper sectors are important in all regions. In the Atlantic, 
almost 30 per cent of manufacturing value added and 14 per cent of manufacturing employment is contributed by the 
pulp and paper industry. Fish processing is an even more important employer with 16 per cent of the manufacturing 
labour force. In Quebec, the secteurs mous (textiles, leather products, knitting mills, and clothing) accounted for 25 per 
cent of manufacturing employment in 1974 but this had dropped sharply to about 20 per cent by mid-1977. Quebec 
manufacturing is quite well diversified in other sectors including food and beverages, pulp and paper, metal processing, 
chemical and pharmaceutical products, and transportation equipment. Ontario's manufacturing industry is the most 
diversified in Canada with strength in virtually all sectors. The leaders are transportation êquipment (principally 
automobiles and parts), food and beverages, metal processing, electrical products, chemicals, and machinery. The 
West is dominated by three sectors — food and beverages, wood products, and paper and allied products — which 
together account for about half of total manufacturing employment and output. 

5. The recent performance of Canada's manufacturing industry has not been encouraging. Real output did not 
increase between 1974 and 1976 and employment declined by about 80,000. The impact of the downturn was felt 
disproportionately in Quebec where over 30,000 manufacturing jobs were lost between 1974 and 1976. Preliminary 
figures for 1977 (see Table 9 in the Appendix) indicate a worsening trend. f3etween the first ten months of 1976 and the 
corresponding period in 1977, average national employment in manufacturing declined by 34,000 with 85 per cent of the 
losses in Quebec. Over 65 per cent of the Quebec decline — 20,000 jobs — occurred in the secteurs mous. The impact 
has been particularly severe in the Montreal region which is the location  of about 70 per cent of Quebec's manufacturing 
employment. 
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Comparative Regional Advantages and Constraints 
6. 	Opportunities exist in all regions and each region has specific problems which, if not dealt with, will likely 
impede further growth and in many cases lead to declines in regional employment. However, a comparison among 
regions suggests that future manufacturing opportunities and constraints are not equally distributed. Sectoral 
comparisons indicate that the prospects for the Atlantic and Quebec are generally worse than those for Ontario and the 
West. 

7: 	An important advantage possessed by the Atlantic Region is its strategic location from which to trade with 
Europe and the eastern seaboard of the United States. The region's comparative advantage lies in its resource base — 
primarily forests, fish, and certain minerals. However, for the present, diminished primary fish and forest resources are 
limiting growth .  Transportation costs, despite subsidies, reduce the ability of Atlantic region manufacturers to compete 
in Canadian markets outside the region. As well, the export orientation of many Atlantic manufacturers makes them 
relatively more vulnerable to external policies and economic factors than their counterparts, particularly in Ontario. 

8. The Western provinces — especially British Columbia and Alberta— also possess a locational advantage; one 
from which trade with Pacific Rim countries can potentially be greatly expanded. The -western resource base is 
considerably larger than that of the Atlantic provinces and the existence of several dynamic metropolitan centres gives 
this region a further advantage over its eastern counterpart. However, western manufacturirig is expected to remain 
relatively narrowly based in the medium term and thus vulnerable to unstable world markets in the resource sector. 
Transportation costs and policies are still thought to work against a substantial growth in secondary manufacturing 
although these same policies have favoured primary producers. In many areas of the Prairies, a scarcity of fresh water 

, Is an Important constraint to the establishment of further manufacturing. The future exploitation of certain resources, 
particularly energy, may also be limited by shortages of appropriately skilled labour. 

• 
9. Southern Ontario has a locational advantage with respect to the U.S. and domestic markets. Other structural 
factors which currently tend to favour this area of the province include its mix of industrial sectors (both in its 
diversification and Its dominant sectors), its well-balanced urban structure, and its highly developed industrial and social 
infrastructure. Northern Ontario, and to a lesser extent the eastern part of the province, do not share  thèse  advantages. 
The north depends on manufacturing that is closely related to the resource sector and because of its relative isolation 
has had 'difficulty attracting a more diversified manufacturing base. Manufacturing in eastern Ontario tends to be 
concentrated in sectors (e.g. textiles) which face increasingly strong foreign competition. „ . • 
10. ' Quebec and Ontario have traditionally shared the position of Canada's manufacturing .heartland. Quebec has 
been better endowed, with ,certain-natural reseUrces, notably iron ore, asbestos and 'hydroeiectricity; However, the 
everriding problem  in  the province has been the heavy concentration of manufacturing in relatively low-productivity, 
labour-intensive industries that are less and less able to compete against foreign supplierc, even with tariff protection. 
There are important intra4egional variations in . manufacturing activity within the province. Over 70 - per cent of 
rpanufacturing employment,in Quebec is concentrated in the Montreal region. in.other regions; manufacturing.activity is 
lese'diversified and is often closely related to the exploitation of natural reeôurces. These regions are highly sensitive to 
world market fluctuations ,and include many communities which depend on • a single industry. Other regiens face 
iniPertant adjustment probiems because à high  proportion  of their industries are concentrated in traditional sectors. On 
the other -hand, Quebec has a number of comparative advan,tages which ceuld lead to the development of new 
industries' ..:. the ,attraction of, the.,Mentreal urban area, a well-qualified labour force, the abundance of natural resources 
including hydroelectricity‘i.and, a.etrong induetrial.b.ase and technological competence in some sectors. However, the 
perception of greater opportunities in other Canadian regions may be making it more difficUlt to attract te Quebec private 
investment in modern and high-technelogy manufacturing which could replace the declining sectors. 
i 	 . 	 . 
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of inarii.ifaefuring'output.1- he  principal  itedblem is  with the fish and forest resource  bases  from  which  the  Atlantic Region 
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fishing fleet and, in the longer term, from the construction of Arctic vessels such as icebreakers and, possibly LNG 
tankers. However, to capture a significant share of this demand, the industry would probably need some form of 
continuing government support. 

13. Quebec: The sectoral outlook in Quebec is the least favourable among the regions in the short and medium 
term. The Quebec manufacturing industry is facing a serious adjustment problem. Between the first 10 months of 1976 
and the corresporiding period in 1977, there was a decline in overall manufacturing employment of almost 5 per cent 
which represented a net loss of about 30,000 jobs in one year (Table 9). The textile, footwear, clothing, and knitting 
industries and pulp and paper and allied products have been the hardest hit with total losses of over 30,000 jobs. The 
furniture industry, which employed about 20,000 workers in 1976, also faces particularly difficult adjustment problems. 
The Quebec pulp and paper industry which is the second largest employer among the Quebec industries (40,000 in 
1976) has experienced a deterioration in its competitive position and is in need of a cost structure more in line with its 
major competitors. International competition, aging equipment, industrial fragmentation and labour costs are some of 
the key factors affecting these industries. The outlook is more promising in the resource-based industries — e.g. 
asbestos, where new mines and secondary processing are expected to increase employment in the medium terrb. 
There Is potential to strengthen the province's established position in the transportation equipment industry, particularly 
in public transportation equipment, the aerospace, and the shipbuilding subsectors. Abundant and competitively priced 
electric energy is counted on to strengthen the electro-metallurgical and electro-chemical industries, including 
aluminum processing. Growth is also anticipated in the petrochemical and electronics industries and in some groups of 
the food products industry. 

14. Ontario: Average monthly employment in Ontario manufacturing was unchanged at 924,000 between the first 
10 months of 1976 and the corresponding period in 1977 (Table 9). On a sectoral basis, however, there were some 
significant declines — for example, 5,000 jobs in textiles, 5,000 in non-metallic mineral products, and 14,000 in 
electrical products. These losses were offset by increases in most manufacturing sectors, led by à rise of about 13,000 
in transportation equipment. If cost-competitiveness can be re-established arid investment stimulated, the overall 
outlook for Ontario manufacturing is encouraging. However, there will probably be a continuing decline in certain weak 
sectors (e.g., textiles) and considerable adjustment at the firm or subsector level in industries which as a whole appear 
strong (e.g., machinery). Despite' soft world markets, the position of Ontario's steel industry is relatively good. The 
production of automobiles and urban transportation equipment is stable and steps are being taken to correct a serious 
trade deficit in auto parts. The aerospace industry is sound, but will depend heavily on military work. Ontario should 
continue to benefit from the rapid growth that is forecast for petrochemicals. The forest products industry in the province 
faces problems similar to those of its Quebec counterpart but with investments in mill modernization, forest 
management, and supporting infrastructure, employment and output should remain relatively steady. Telécommunica-
tions offer good ouptut growth potential but automation will reduce the impact on jobs. The machinery sector is well 
established in Ontario and is expected to provide a good focus for high-technology growth. The processing of metallic 
ores offers good prospects over the long term, but fluctuations in international demand create depressed conditions 
from time to time, the effects of which.are strongly felt in Northern Ontario. 

15. West: The outlook for growth in manufacturing is most favourable in the western provinces, particularly in 
Alberta and British Columbia, although to some extent this is due to the west's relatively small manufacturing base at 
present. In Manitoba, where there are a number of troubled secondary industries, some weakness is foreseen. 
Manufacturing in Saskatchewan contributes only 5 per cent of total provincial product and difficulty may be experienced 
in parts of the food and beverages and farm implements subsectors. In Alberta, Saskatchewan and British Columbia, 
manufacturing related to energy production is expected to provide major momentum. The exploitation of tar sands and 
heavy oil deposits, the construction of the Alaska pipeline, and the expansion of the petrochemical industry in Alberta all 
offer significant manufacturing opportunities. A limiting factor could be a shortage of skilled labour. The resource 
industries will need increasing numbers of off-highway carriers and these are already being produced in the region. 
Good opportunities are foreseen for expanded processing of many agricultural products. Increased salmon harvestinà 
is anticipated over the longer term as a result of salmonid enhancement program in British Columbia. The foree 
products industry is expected to remain strong with pulp and paper stable: 

ll MANUFACTURING PROSPECTS IN THE ATLANTIC REGION 

The Role of Manufacturing in the Atlantic Region 
16. Between 1961 and 1976, manufacturing employment in the Atlantic provinces increased by about 35,000 (54 per 
cent) to 100,000. This level is slightly more than 5 per cent of total manufacturing employment in Canada, an increase from 
4.4 per cent in 1961. Manufacturing accounts for between 14 per cent and 15 per cent of the employed labour force in the 
Atlantic region compared with about 20 per cent in Canada as a whole. The Atlantic Region's share of Canada's total value 
added in manufacturing is currently about 4.0 per cent, an increase from 3.3 per cent in 1971. While not large in the overall 
Canadian context, the manufacturing sector's contribution to the Atlantic economy.  has increased in importance over the 
past 15 years. 
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Sources: 'Estimates Py,Conference Board in Canada , 
2Laboür Force Survey blvislôn of StatistIcs,Canada. 

17. 	The slight downturn in both value added and employment in 1976 (see Table 1) follows a national pattern which 
reveals a slight absolute drop In both manufacturing employment and value added between 1974 and 1976 . The effect of 
the economic downturn was relatively more. severe In the Atlantic than in other regions. For example, Atlantic 
manufacturing employment declined by over 7 per cent between 1974 and 1976.compared with a drop of less than 3 per 
cent on Ontario. And while Ontario was able to maintain the level of its manufacturing value added between 1974 and 
1976, the Atlantic lost 4.6 per cent' (in constant 1971 dollars). These data do not imply a permanent erosion of the gains 
registered by the Atlantic manufacturing industry since the early 1960's but rather indicate the greater relative sensitivity of 
the Atlantic Region to sluggish economic conditions in Canada and its principal trading partners. 

TABLE 1 
MANUFACTURING INDUSTRIES -- ATLANTIC REGION 
(a) OUTPUT  (millions  1971 Dollars)i 

RDP in 
RDP in  • 	 - Manufacturing 

Manufacturing 	 aà a per cent 
RDP in 	 as a per cent 	 of Canada 

Manufacturing 	 of RDP 	 Total 

383 	 12.2 	 3.7 

626 	 12.3• 

947 	 16.1 	 4.2 

903 	 14.3 	 4.0 

Comparative Advantages and Constraints Comparative Advantages and Constraints , 
The loçation'6i, the Atlantic'Region, traditionallY. , diSadvantage in ternia,of  North 	become 

inciêàéindi9 ( efrateü ‘ 16 	in'dÉiatilalilijd areas' of North  ‘ Aim:idea and Étireee Cow. ..mere ecônemically interdependent.' 
Halifax  drid rSaint",1. ohn;haVe'alieadY achieved rapid rates'of.groWth in traffic  as a resuit  of the shift to Containerized cargo , . 
and,there maÿ be addltibrial'ePpprtiiriltieete . rnove'towarde an  integrateil transportation  end distributien'.system te'servIce 
intainâtional - trâtile..tri`àdditiah .,'th`e eXistenee'at Censà,'Lernevilie ., and Cerne-by: .-Charicé of three of tné'beat deep-water 
poi-teen the Atlantic 'seaboard pr6vides a capability for servicing giant bulk cargo VesselEi and  for  establishing related 
onshore Industries.; 
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20. 	Relative to its population and area the Atlantic Region is well endowed with many of the natural resources 
required for 8elf-sustalned growth. There are some excellent agricultural lands, extensive forests, a number of important 
minerals, some of the world's richest fishing waters, and good potential supplies of energy, including coal (Nova Scotia), 
hydro (Newfoundland and New Brunswick), and tidal (Nova Scotia and New Brunswick). Mar ly of these resources exist in 
exportable surplus and in addition may be adequate to support a growing number of manufacturers Intent on supplying the 
regional market. 

TABLE 2 

MANUFACTURING EMPLOYMENT AND VALUE ADDED 
BY INDUSTRY GROUP IN ATLANTIC REGION  -1974  

Manufacturing 
Employment 	 Value Added 	I 

Industry group 	 Number 	Per cent of total 	$ Million 	Per cent of tots, 
t. 

1. Food and beverages 	 26 862 	 32.2 	 328 	 21.8 	• 

2. Tobacco products 	 - 	 - 

3. Rubber and plastic products 	• 	- 	 - 

4. Leather 	 - 

5. Textiles 	 1 553 	 1.9 	 15 • 	 1.0 

6. Knitting mills 	 - 

7. Clothing 	 - 

8. Wood ' 	 6 962 	 8.3 	 83 	 ' 	5.5 

9. Furniture and fixtures 	 - 

10. Paper and allied 	 11  795\ 	 14.1 	 457 	 • 30.4 

11. Printing and publishing 	 3  135' 	 3.8 	 49 	 3.3 

12. Primary metals 	 - 	 - 	 - 

13. Metal fabricating 	 3 744 	 4.5 	 62 	 4.1 

14. Machinery 	 762 	 0.9 	 9 	 0.6 

15. Transportation equipment 

16. Electric products 	 2 415 	 2.9 	 33 	 2.2 

17. Nonmetallic mineral products 	2 470 	 3.0 • 	 52 	 3.5 

18. Petroleum and coal 	 - 	 - 	 - 	 - 

19. Chemical and chemical 
products 	 1 149 	 1.4 	 30 	 2.0 

20. Miscellaneous 	 579 	 0.7 	 6 	 0.4 

21. Total  • 	 83 489 	 1 505 

Note: Absence of data for certain sectors reflects insu ff icient number of reporting establishmènts, but not necessarily 
insignificant level of employees or value added. (See para. 18.) Percentages refer to the true totals, i.e., taking into 
account the entries that are unrepo rted in the table. The total employment figure differs from the Labour Force 
Survey number in Table 1 because of a different reporting methodology. The value added figures are in 1974 dollars 

• and thus di ffer from the output figure in Table 1 which is calculated in 1971 dollars. 

Source: Statistics Canada Catalogue: #31-203. 
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21. The Atlantic Region shares with the rest of Canada the major constraints to expanded manufacturing activity — 
viz., shortage of priYate investment with which to create more Productive plants, and a cost structUre that has rendered 
Canadian manufacturers less competitive at home and abroad. A facet of this problem which is particularly severe in the 

'Atlantic Region  is  the present cost and availability of energy. In 1974 the cost of fuel and electricity amounted to 11 per cent 
of value added in Atlantic manufacturing industries compared with about 5 per cent in the .rest of the country. This 
coniparative disadvantage may disappear as the cheaper hydro sources in Ontario and Quebec reach .capacity, but 
certainly one cannot foresee any decline in energy costs in the Atlantic Region thoUgh with appropriate development of 
existing potential there should be no long term sho rtage of energy supply. 

22. With the exception of Prince Edward Island, the manufacturing industries in the •Atlantic  Region produce a 
'significant share of output for foreign markets. Exports, largely to Europe and the United States, account for about 35 per 
cent of manufacturing shipments in the region, This is in contrast ta Canada as.a whole wheré only about 20 per cent of 
manufacturing shipments are exported. In Newfoundland, more than,60 per cent of Manufacturing shipments are destined 
for foreign markets. Because of this export orientation, the manufacturing 'sector in the Atlantic Region:is more vulnerable 
.to  changes  In external economic and institutional circunistances than are moet other regions -- particUlarly Ontario and 
'Quebec — which are less dependent on foreign'markets, 	 • 

• 
23. Transportation costs constrain the ability of many Atlantic Region manufacturers to compete effectively In other 

„ Canadian markets. Despite subsidies for land transport out of the region, the effect of distance from central Canada cannot 
be eliminated. Moreover, transportation -costs could become relatively more important  as petroleum prices rise. Although 
distance may prevent substantial increases in sales of Atlantic manufaCtùred goods in thé reet of Canada, the same factor 
may encoUrage greater import substitution within the Atlantic Region.. • . 

-..- .Outlook for Key Manufacturing Sectors 
. "24. 	..The following, industries are of key importance because of their presént  and  potential sidtilficance within the 
'regional economy: fish prOcessing, pulp and paper, shipbuilding and steel. 

'-r • •; 25. In 1974, fish processing employed about 13,000 (16 per cent of the Atlantic Region's manufacturind labour force) 
and contributed $130 million of value added (8 per cent of the manufacturing total). In recent years the industry has been 

' -- plâgued by declining landings as northwest Atlantic steCks were depleted by heavy, foreign and domestic harvesting. With 
the declaration.  of the  200-mile  limit and•the adoption of a resource management strategy for the fishery, mest Stocks can 

:be,expected.to  recover theirformer (1950) levels within less than .a 'decade. The Gulf of St. Lawrence stocks will probably 
be slowerto recover, those,off,the coast -of Labrador quicker. 	 • 

• 
26. The 200-mile limit could bring major economic benefits to the Atlantic Region but muCh will depend on Canada's 

/ability tb..explolt  the  resources•at Ta competitive cost and to market much larder Processed harvests..This will probably 
(:qrequire ,theisignificent pénetration.of marketeother than the U.S.., which now has the opportunity to more fully.'exploit major 

stocks et.its:oyvn., Can adas  ability to.capture. its- potential share of the world fish processin g .  industry:will depend on its 
i;: ability to ,  harvest: the resource at competitive Cost. • In  this regard, many European  nations are more advanced and the 
,.•acquisitionby Canadian fishermen,eimproved technology will be necessary to exploit fully,the new:opportunities.. 

	

" 	• 	• 
27. • 	The 'fishing industry has 'strong links with the rest of the Atlantic Region's economy: lt, has been estimated', for 

• example ilhat eyery fob kiSt or gained.in:fish processing in Nova Scotia leads to 2.3  jobs  lopt: or created elsewhere in the 
• provinceiThe boatbuilding Industry  ipparticular could potentially reap large benefits from the'renewal and expansion of the 

offshore:,fleet, HoWeyer;•the future ccimpetitiveness of the Canadian fishing industry Yvill,depend:on keep,ing capital costs at 
a 'minimurtiiand this  ;will: tend to work against Canadian shipbuilders 'whose cbsts;! even •with,substantial subsidies,-  may 

. prevent them from meeting the'prices of foreign-built'vessels. Nevertheless, the potential for new construction and  repair is 
significant and with , appropriate government policy and entrepreneurial initiative à healthy  future for  the 'Atlantic 

-boateùilding inclu'etry:is  possible.' • • • 
;."r 	 • 	', 	which to ty.uxr 	 •••• • 	• 	• 28 	sUrnmarY,,trie  Atlantic  fiSherY Can expect a dood rebbyereestbRisscjh fnesfareas.Witri a reeultingincrease in 

, piltnary. ,preelpetIvity 	réiattyélY. little, if  artY, grbwth in prirhary.ereloyhierit, „There -,! n ,111 -. ,évéritüàlly,": be eXPanded 
• opportunities fbr,fiSh ProceSSIng and :othei• manufactliring related te the induetry  But  each opportunity ts'à challenge  since 

	

— "` t 	 —>" 	 - Internationallmarkets .fer,f e, pro uc s are expeC e to ecome more compe ve t an ever., 	 . 

,;;??„ and  Ilied incliiStrY greup prirriàrily pùlp and  - pàper rhànüfàcturers.4 .-., :.bforniriafes Atlantic region 
nan,Ufabituring,',CoritrIbùtirtg . e66ut  30 per,Cent'of vatue,addecr and 14  per  Cent of.manufadiUring ernployrniant:IsAS - With the 

'fiShing sect6r,  the  PuIP and PaPerind'uatry`faces sérieùs preblemS 6f  structure and resOurçe aVallabilitY.  In  manY areas the 
mills  have„#,e ..aoy,reaoh ed the leyel of alloWable, cut for softwoods'. Combined with extenSive-budworni: infestation this 

th,at.theY,w1,11.,h0è,t6àhift to "a'àreatér  use of  hardwdede. Thls.Will entail .coStly feChniCal changes  in the affeCted 
W,h,e,rt . PrOfitabiiity IS:already 'weak. Also"the derriand'fôr hardWtiod -pulrO Is.Weakér than  that for  aeftWood

•, 	, 	• .„ 	 . 	 . . 

u: 'Policy for Canada's:Commercial Fisheries; Environment Canada, May 1876, p. 12: 
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30. In spite of problems, the pulp and paper industry has been quite successful in maintaining its share of markets. 
The three mills In Nova Scotia are in a reasonably strong position. Of the eleven in New Brunswick a small niimber are 
threatened by one or more of the following problems: old age, environmental regulations, poor markets for the output (e.g., 
sulphite), or wood shortage. One of the two mills still in operation in Newfoundland reqUires modernization. There is a 
possibility that the closed Labrador Linerboard Mill may reopen sometime within the next 5 years. Depending on its product 
at the time, an extensive mill conversion could be required. Overall, a relatively stable future is seen for the industry in the 
Atlantic Region with a reduction of perhaps 10 per cent in employment when and as market-led modernization takes place. 

31. The sawmilling industry has also been affected by the availability and quality of the timber resource, problems 
which are expected to continue into the mid-1980s. There are a large number of mills, many of which are small, family 
operations. For example, in 1974 there were 95 mills in New Brunswick, employing 2,900. It is expected that there will be 
continuing rationalization Into larger units but this is not expected to cause serious adjustment problems since the small 
mills are widely dispersed and would in most cases wind down through natural attrition. 

32. The boat and shipbuilding industry in the Atlantic Region employs approximately 4,000, or 4 per cent Jf the 
manufacturing labour force. The outlook for the industry depends on opportunities to be created by the renewal and 
eventual expansion and maintenance of the fishing fleet and on a possible demand for liquid natural gas (LNG) tankers. If 
the fishing fleet becomes more concentrated in large, long range vessels' some smaller boatbuilders could face increasing 
difficulties. Moreover, it is not clear that even the large Atlantic Region's shipyards could win contracts to build the new 
oceangoing trawlers. A similar caveat applies to the potential market for LNG tankers. With some rationalization, the 
shipbuilding industry in the Atlantic Region should at least be able to hold its own, particularly if it can capture a fair share of 
the repair market, At present, because of insufficient capacity a great deal of potential repair work is lost to European and 
U.S. yards. 

33. The steel industry in the Atlantic Region is dominated by a single producer, SYSCO, which currently employs 
about 2,200 and which in 1976 had a total income of $100 million. The plant has been capable of producing a million tons 
per year in the form of rails and semi-finished steel, though in the last three years it has operated at less than half capacity. 
Although the plant accounts for less than 6 per cent of total Canadian steel capacity, it forms, together with the coal 
industry, the foundation of the economy in industrial Cape Breton. The Nova Scotia government, owners of SYSCO, 
covers losses which in 1976 totaled $30 million. In view of the present surplus of world steelmaking capacity there is little 
prospect of a replacement of the SYSCO mill before 1985. At the same time, some renovation of SYSCO may be 
appropriate in the hope of stemming continued operating losses. 

III MANUFACTURING PROSPECTS IN QUEBEC 

The Role of Manufacturing in Quebec 
34, 	Quebec shares with Ontario the role of industrial heartland of Canada, although the mix of manufacturing activity 
is quite differentL. In 1976, the manufacturing industry was responsible for one-quarter of the gross domestic product of 
Quebec, a share only slightly less than the comparable figure in Ontario. In the sanie year, the manufacturing sector 
employed almost 600,000 workers in Quebec, or 24 per cent of the provincial work force. 

35. The period 1961-1976, saw the industry's share in the Quebec economy decline appreciably. The contribution of 
manufacturing to the gross provincial product decreased from 26.3 per cent in 1961 to 24.6 per cent in 1976. The share of 
manufacturing in Quebec employment decreased over the period from almost 30 per cent to 24 per cent. At the same time, 
Quebec's share of Canada's manufacturing employment has decreased steadily from almost 34 per cent in 1961 to just 
over 30 per cent in 1976 and output has declined as a percentage of the Canadian total from 30 per cent in 1961 to 26 per 
cent in 1976. 

36. Table 4 presents the shares of output and employment in the 20 major subgroups of the Quebec manufacturing 
industry. The industrial structure of the province is reasonably well diversified but there is an overall emphasis on industries 
related to forest resources (wood, furniture, pulp and paper) and to nondurable  consumer  goods whose production is 
labour-intensive (leather, textiles, knitting mills, and clothing). Modern high-productivity industries are less Well developed. 
For example, the machinery producing industries represented in 1974 only 3.2 per cent of manufacturing employment in 
Quebec as against 6.4 per cent in Ontario. The  Economic Council of Canada has estimated' that labour productivity 
(output per worker) in Quebec manufacturing as a whole was.only 87 per cent of the national average over the pericid 
1970-1973, By comparison Ontario's productivity was 109 per cent of the Canada average. About half of the Quebec deficit 
with respect to the national average was ascribed by the province's mix of manUfacturing industries. 

'At present there are 10,000 to 15,000 small craft, about 140 licensed trawlers of more than 100 feet, and about 500 
vessels of intermediate size such as' small draggers and longliners. 
'Living Together; Economic Council of Canada, 1977, Table 5-3, p. 66. 
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TABLE 3 

MANUFACTURING INDUSTRIES QUEBEC 
(a) OUTPUT (millions of 1971 dollar« 

RDP in 
RDP in 	 ManufacturIng 

Manufacturing 	 as a per cent 
PrOvincial Real 	 RDP in 	• 	as a per cent  • 	 of Canada 

Year 	 Domestic Product 	Manufacturing 	 of RDP 	 Total• 

1961 	 11 911• 

1911,   • 	20 006 

1974 	 23 536 

1976:" '• 	' 	23 969  

(b) EMPLOYMENT (thotisands) 2 
 01140( 

. : ota,„ 
Enipiàyroent • p 

1971. 	 „97  ,• 
1,974 j. 	1, 	 t••• 

• , 	. 2 427 

Sources: lEstimates by the Conference Board in Canada. 
'Labour Force Survey Division of Statistics Canada. 

371.iS 1(;,i;•Queb'ecls heavily-dependent on its manufacturing shipments to other regions of Canada. Irr1974, 31 per cent of 
Quebec manufacturing shipments were destined elsewhere in Canada..The comparable fraction for Ontario was 24 per 
odd, Anotherimportantcheracteristic of the manufacturing Industry in Quebec is the prôminent role played by small and 
mediunisized bitsinesses. Thesé,account  for more than 48 per cent of manufacturing employment compared vvith ,40 per 
dent inentario. ,The predominance of small and medium-sized enterprises is particularly Strong in the traditional industries 
and.israIfactorcontrIbutIng to the problems of these industries. . . . ,.,. • , . , . 	, 	. 	. 	. 	, 	. 	• 	. 	. 	‘• 	•••,,.• 	. ;0.1Hoi 	1(•i - t;);,;:,1, n 1;? ;i,,; 	 i 
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38. 	Over 73 per cent of manufacturing ernployment in Quebec> is cOncentrated In the Montreal' Region Making the 
problerna of the industrial structure of Montreal generally  the  same as thàse of QUebec.as a whole. Man •ufacturing activity 
In other regions of the province Is on the whole closely related.to the exPloitation.of netitral resourcas. Oonsequentlythere 
Is relatively little InduStrIal diversification and thuà many communities'depend on onlY one or two:Induitries. 

Çomparative Advantages and Çonstraints ,v 	 . 
39. 	Quebec enjoys a number of comparative' StIvanteges on which to base the medium-term develepment of new 
Iridustries'thaVirigEstrong ,groWth potentietand higher levels of productivity. Among these advantages are: an important 
consumer market; the Montreal'ùrban aieâ Which is well equipped with services; a generallY well-qUalified labour force; an 
abUndance‘lofiriatUral resourpas inclueg st4LIstantiall,hydroelectrio sources; i  and  an  lndustrial base  and  a technological 
coinp'etenceilw,hichl , are relatlyelyi, strong  in  sgh'; iséctorS.,aS i transportation  d epuipmerlit>  and  corriniuniCations:.:These 
adVantages Should permit.grOWth:ln,electrO.rChemiCal arld ble,ctro 7meteliurgicalitrtdustries,and iittheiniatipfaCt iletOt urban 
tran'sportatibhreqUipmerti,aircr,aft,.;electrp'n1Pg,rod, pdààibly petrochemicale. Arnorig reSdurCe-hesedi industries 'those 
related.to asbeskibalumtn.um d,nçi agriculturdi foo,d products show prOmise.' .• ..•, • ,J , • • ' 

40, I Nevertheless, there are a number of important problemi which in the near to medium.  term, 'will • .cootinue to 
challengeipuebec'si rriànufaCtUring, industry. The most serious.ol. these are rooted .in the,struCture .of  the  industry itself. 
Manufacturing  In  OuebeolhaS i recentlY bean ;  hatiOICeppad by its concentration In traditiônel  slow-growth activitiéS which 
havelbeen) principally, oriented, ,toward domeatiç  markets, . The  province  has reniained; 'specialized ,  ih;,activities where 
historicallyuit held ;a: Obmparative i adVentage, industrles 1 relMd to Primeiy r,esdurceé foreste)  or  to the,availability 
6floheap ancimbundant labour (e g 	secteurs  mbuS ;r:,t •extties,leathergo6de; 'Knitting rniiis,and:b16thinWoi• Yearà: r , 

3 130 	 26.3 	 30.3 ,  

5 231 	 s 26.1 	 27.6• 

6 067 	, 	- 25.8 	 26.7

• 5 900 	 24.6 	 25.9 
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these comparative advantages have been steadily eroding as labour costs have increased and as new sources of certain 
raw materials have been developed In other countries. 

The Outlook for Key Manufacturing Sectors 
41. 	Employment in the Quebec primary textile industry declined by 25 per cent between 1973 and 1977, falling from 
40,000 to about 30,000 workers. A generally declining trend has also been experienced in the clothing, knitting mills, and 
footwear sectors. The majority of these losses are the result of greatly intensified competition from both developing and 
industrialized countries. Between 1975 and 1976, for example, foreign suppliers Increased their share of the Canadian 
market for clothing from 22 per cent to 26 per cent, and for the products of knitting mills from 49 per cent to 54 per cent. 

TABLE 4 

MANUFACTURING EMPLOYMENT AND VALUE ADDED 
BY INDUSTRY GROUP IN QUEBEC REGION - 1974 

Industry group 

Manufacturing 
Employment 	 Value Added' 

Number 	Per cent of total 	$ million 	Per cent of total 

1. Food and beverages 	 56 840 	 10.1 	 1 201 	 12.0 

2. Tobacco products 	 5 818 	 1.1 	 701 	 1.7 

3. Rubber and plastic products 	 13 822 	 2.6 	 219 	• 	2.2 

4. Leather 	 12.564 	 2.3 	 133 	 1.3 

5. Textiles 	 39 044 	 7.2 	 578 	 5.8 

6. Knitting mills 	 16 026 	 3.0 	 178 	 1.8 

7. Clothing 	 67 139 	 12.4 	 661 	 6.6 

8. Wood 	 24 771 	 4.6 	 371 	 3.7 

9. Furniture and fixtures 	 20 051 	 3.7 	 256 	 2.5 

10. Paper and allied 	 45 367 	 8.4 	 1 195 	 11.9 

11. Printing, publishing 	 25 289 	 4.7 	• 	 489 	 4.9 

12. Primary metals 	 • 	30 267 	 5.6 	 691 	 6.9 

13. Metal fabricating 	 39 161 	 7.2 	 748 	 7.4 

14. Machinery 	 17 487 	• 	3.2 	 320 	• 	• 3.2 

15. Transportation equipment 	 30 006 	 5.5 	 500 	 5.0 
• 

16. Electric products 	 33 692 	 6.2 	 635 	 6.3 

17. Nonmetallic mineral products 	15 545 	 2.9 	 346 	 3.4 

18. Petroleum and coal 	 3 254 	 0.6 	 349 	 3.5 

19. Chemical and chemical 
products 	 26 779 	 4.9 	 742 	 7.4 

, 20. Miscellaneous 	 18 578 	 3.4 	 264 	 2.6 

21. Total 	 , 541 500 	 10 045 

'Current (1974) Dollars. See also note to Table 2.. 
Source: Statistics Canada Catalogue 31-203. 
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Between 1962 and 1976 imported footwear increased in market share from 32 per cent to 54 per cent. Part of the failure of 
the secteurs mous in Quebec to remain competitive is due to labour costs .which are far higher (per unit of production) than 
those in competitor countries. There are also problems related to production scale in some subsectors. The relatively small 
size of the domestic market and the wide variety of product lineà have often dictated production runs too short to maximize 
output per worker. 

42. 	The Quebec furniture industry employed approximately 18,000 in 1976. The di ff iculties faced by this sector are of 
particular  •  importance "since in a number of cases the firms are located in communities with few other employment 
opportunities. Several of the most serious problems — e.g., the difficulty of selling abroad, low productivity, and weakness 
in product design would probably be reduced by the regrouping or amalgamation of several production units. At present 
the industry is fragmented with only 10 per cent of factories employing more than 200 workers. 

43. The Quebec pulp and paper industry comprises 56 mills and employs approximately 32,000 workers or about 40 
per ce' nt of total Canadian employment in this sector. The industry has seen its position weaken, particularly with respect to 
its American counterpart. Amongcauses of this relative decline are increasing costs of production, particularly for labour, 
and coSts of transportation, of primary resources, and of equipment required by new government regulations for pollution 

• control. To halt the decline, the Quebec pulp and paper industry will have to stabilize its unit costs of production at or below 
the levels of its competitors. Mill modernization and expansion should take place in response to market opportunities as 
demand grows to absorb current capacity. It is expected that modernization and expansion in Quebec and elsewhere can 
befinanced from the earnings of individual firms. 

• 
44 • 	exploitation of new asbestos mines could give rise to important developnients in the medium term. There 
appear to be several opportunities for the processing of asbestos despite past difficulties experienced by Quebec firms 
trying to enter this activity. New manufactiired products might include asbestos textileS and papers, pipes of asbestos 
cre,riemt u a,s„w,e,iUm,.watertight joints and fittings of asbestos. The possibilities of extensive asbestos, processing in 
Quebec are somewhat limited, however, bY 'the high costs of transportation for the finished prodUcte' In which the 
asbestos component typically constitutes only a small percentage by weight. 

, 4Printil 101.> Imr,mortatio'n equipment inçlustry presents several development possibilities in aeronautical and marine 
construcfron particùlarly as a result of militari  'procurement requirements and of future' requirements for Mctic.  vessels, 

I  A, e r gi n ippreeers and,.possibly, LNG tankers. Other possibilities which could build on Quebec's existing manufacturing 
base, incIdde the construction of public transportation equiPment such as the LPG 'train, buses, and 'Other railway 

. 
eig.Y.iletql"Itiu.:ii, ; i n ., 	 ,:‘, 

• 	
:;,,. 	 i 	

;• • 
	. — 1 	i 1  !` ' 	•   1. 	( 

-14 . 4,6 ac i i i nee electro-metallurgical industry might also have .an' opportunity to expand, 'particularly in, the Montreal 
Region which can offer electric energy at a competitive cost  and  in which are located Many firms already sPecialized in 

I i-,.th,lscaptliyityAberse is12ipontracting is important.,  
. 	1: , 	 1 	' ' 	 A - ( q 	 1 

6,47:A ec t r i cpme ii%a pessibility of increasing ;the production capacity of the Montreal petrochemical 'corriplex, Currently 
one of three major petrochemical centres in dânada. Màst  uni ta in the comple,x are new'Producing at a cornpetitive-cost, 

-17 . irispar,t,p9,qau,nee çapital costs of the plants have been substantially amortized. In the short to  medium -term, most new 
capAçity t tn the Canadian petrochemicatindustry is expected . to be located in Ontario and Alberta,  while.in the medium to 
longer-term significant reneWal and expansion  dan be anticipatedin 

in 1*,;Iroleurri and coal 	, • • 

19. Chorniçu,..dancrchoiliirrl 	. 
. producis 	 /,'! "»..i 	 -,:, 	 . . 	• 	.1 ;:e3 • , 

20. MisccAlanooie; 	 :;;.; 	 . 	f.) 
IV MANUFACTURING PROSPECTS IN ONTARIO 

21. - 1 oi al 	• 	 ; 
The  Rote of Manufacturing in Ontario 

:Ir „„„nt rin74 ,, 	 (-)1 ,  Ont'aqo donijnatea' the çanaalail Manufacturing industry, accounting' for  over half thé output and just under half 
" Igft'C'tàiteiliiPl ICYrifentttelJ11"Wàùébed',SY'contrast, produces just over one-quarter of the nation's Manufacturing output 

with a little less than one-third of the manufacturing labour force. Ontario manufacturing Is produçtiye, contributing 29 
per cent of Provincial Domestic Product with only 25 per cent of the employed labour force. In each of the other three 
regionszinAtlantic, Quebec, and,the.West , —, the share of empleyment in Manufactieing very nearly  matches the share 
of Output. 

	

Ontario Stil  I • OS12,r,1_1301i 1 n 11,.:1‘t 	 r t , ‘ 
(-13'étVjèéh1971 ard196;  the value, of  output 	yalue; added in constant dollars)  in Ontario, manufacturing 

acklitbreaeed(byl ,7 per.centlwhileiemploymentwent uP la per Cent., In the econci:niic',doWnturn:betweeni,1974,:arid: 1976, 
ttl 9Wheneatibnal erripldyrnélitiin n Mantifa'cturing çlropped,by,aboOt  4 Per cent; the,clécline in OntaricyWaS;only 2.8àe'pçept, 
IfartheDgfriallestKrelati'Ve +710ààri among  the foùr', regiOns; ;Howevepi; over tt elist see  two yea P,é3rIe- 
Moniehlifâàtürinâoutput Waa , iinchanged'i  Output trt Ontario deçlinedfnargirially by 0. 3  per,centi'; 	;1;;;1;,, , 	, 	 ; 	; 	r, 
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Year 

1961 

1971 

1974 

TABLE 5 

MANUFACTURING INDUSTRIES — ONTARIO 
(a) OUTPUT (millions 1971 dollars)' 

RDP in 

	

Provincial 	 RDP in 	 Manufacturing 
Real 	 Manufacturing 	 as a per cent 

	

Domestic 	 RDP in 	 as a per cent 	 of Canada 

	

Product 	 Manufacturing 	 of RDP 	 Total 

19 105 	 5 245 	 27.5 	 50.8 

34 538 	 10 238 	 29.6 	 54.1 

40 264 	 12 032 	 29.9 	 47.5 

(b) EMPLOYMENT (thousands) 2  

Manufacturing 
Manufacturing 	 Employment 
Employment 	 as a per cent 

Total 	 Employment in 	as a per cent 	 of Canada 
Year 	 Employment 	 Manufacturing 	 of Total 	 Total 

197 1 	 3 114 	 840 	 27.0 	• 	 46.8 

1974 	 3 550 	 950 	 26.8 	 46.9 

1976 	 3 689 	 923 	 25.0 	 4.7 13• 

..e.r • 9 . 	  

Sources: 'Estimates by Conference Board in Canada. 
2Labour Force Survey Division of Statistics Canada. 

50. Provincial government sources' have forecast a continuing decline in the share of employment derived from 
manufacturing with a peaking of the manufacturing share of output by 1980 and a marginal decline by 1985. The output 
growth in the manufacturing sector in Ontario is thus expected to slow as the growth in aggregate demand decelerates 
and residential activity increases at slower rates. The auto industry will probably decline as the saturation levels of car 
ownerShip are reached and population growth declines. This forecast also recognizes the likelihood of a bigger share of 
manufacturing industry developing in the West. The postwar population bulge moving into the high consumption age 
range, 25-34, should help to maintain demand for the Ontario manufacturing industry into the early 1980s. Thereafter an 
expected decline in the size of that age bracket would reduce demand for manufactured consumer products provided 
that buying habits follow their historical pattern. 

51. Table 6 shows that the Ontario manufacturing industry is well diversified. For example, of a total value added 
by manufacturing industries of $20 billion in 1974, eight sectors each had a value added of more than one billion dollars. 
The leading group, transportation equipment, accounted for only 17 per cent of the total. This is in contrast with the 
Atlantic region, where, for example, the pulp and paper sector contributes about 30 per cent of manufacturing value 
added. This diversity gives the Ontario manufacturing industry a degree of stability that is lacking in the other regions, 
particularly in the West and the Atlantic. 

52. 	Ontario has maintained a trade surplus with all other regions and its surplus of manufactured goods with the 
rest of Canada improved significantly between 1967 and 1974. Despite the increased cost of oil, natural gas and 
agricultural products over the period, Ontario was able to nearly offset the cost of its purchases with sales of goods and 
services to other regions and exports of manufactured products and raw materials to foreign markets. The proportion of 
Ontario's total shipment of goods of own manufacture destined within Canada declined from 86 per cent to 79 per cent 
between 1967 and 1974, representing an increase in the export proportions. In 1974, Ontario's total manufacturing 
shipments of $41.4 billion were allocated as follows: $22.6 billion (55 per cent) were destined within Ontario, $8.8 billion 
(21 per cent) were exported, $4.9 billion (12 per cent) went to Quebec, $3.9 billion (9 per cent) to the West and the 
remainder , $1.3 billion (3 per cent), to the Atlantic provinces. Total manufacturing shipments for Canada were $82.5 
billion and thus Ontario accounted for one-half. 

'Ontario Ministry of Treasury, Economics, and Intergovernmental Affairs (TEIGA); "A Long Term Projection of Ontario's 
Industrial Development Pattern" —June 1976. 
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'In current:(1974) cfolléré. Sàé also note to Tabié 2.: 
Source: Statistics Canada Catalogue #31-203. 
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TABLE.6 

MANUFACTURING EMPLOYMENT AND VALUE ADDED BY INDUSTRY 
GROUP IN ONTARIO REGION -1974 

Manufacturing 
Employment 

Industry group 	 Number 	•  Per cent of total 

1. Food and beverages 	 87 099 	 9.9 

2. Tobacco products 	 3 551 	 0.4• 

3. Rubber and plastic products 	 34 718 	• 	3.9 

13 332 

	

31  991 	 •3.6 

•6. Knitting mills 	 7 341 	 • 	 0.8 

7. Clothing 	 22 209 	• 	2.5 

8. Wood 	 ' 	 20 507 	 2.3 

9. PurriltUiè and'fixtures 	 24 693 	 2.8 

10. Paper and allied 	 47 404 	 5.4 

11. Printing, publishing 	 47 434 	 5.4 

12. Primary metals 	 71 487 	 8,1 

13. Metal fabricating 	 89 235 • 	10.1

• 14. Machinery 	 56 776 , 	• 	6.4 

15. Transportation equipment 	if : 114 121. 	• • , 12.9 

16. EléctrldPrkidLicts " 

17. Nonrnefàllidniinerà1 , 
 prOduOts''' 	' 	 ' 	-28 734 

18. Pétroleurn'andOo'al 	 9 439 

19. Chenilçal and'àhérrirdal:"'•': • • 
• ',if 	• 

20. MiSCâilànédOS 

21 ,  Total 

4 ,  Leather 

5. Tektlles 

Value Added' 

	

million 	Per cent of total 

	

2 117 	 10.6 •  

	

136 	 0.7 

	

730 	 3.7 

	

139 	 0.7 

	

533 	 2.7• 

	

78 	 0.4 

	

242 	 12 

	

333 	 1.7 • 

	

352 	 1.8 

	

1 222 	 6.3 • 

 869 	 4.4

• 

	

1 748 	 8.8• 

	

1 877 	 9.4 

	

1 192 	 6.0 

	

3 348 	 16.8 

8.8 

ConipaiatiVélkeantagOs and Constraints 
53. 	Ontario! still pos,sesses most of the factors Which  have  allowed it to dominate Canadian manufactûring, The 
size of the l Ontario market anclitsoloseness to the•mid-western and,northéastern United States markets are important 
advantages Jor consumeroriented, manufacturing and for exploiting economies of scale. The relativé compactness of 
these markets., and their,proximity could be increasingly important as increasing energy prices Contribute to higher 
transportation oosts. The, Ontario.manufacturing industry is also well,plaCed tdserye the Quebec market, particularly the 
Montreal ,area: The size : and diversity of Ontario 's manufacturing industry  continues  to be  attractive in itself because it 



has given rise to a full range of financial and management services and provides ready access to the suppliers of most 
types of equipment. 

	

54. 	The availability of a highly skilled and educated work force is another key asset. The good supply of 
educational facilities provides a basis for future job training and for the necessary development of skills associated with 
the kind of high quality and high-technology manufacturing industries which Ontario will probably need to develop. 
Southern Ontario also provides a full range of housing, cultural and social facilities, factors which have become 
increasingly important in attracting and retaining a sophisticated labour force. 

	

55, 	The growth of the manufacturing sector in Ontario has slowed and two of the most serious problems are, as in 
the rest of Canada, low levels of investment and higher costs for products that face increasingly sti ff  foreign competition. 
The two problems are related in that the lack of investment has prevented labour productivity increases commensurate 
with wage gains. In recent years, wage rates have grown faster overall in Canada than in the U.S. In some sectors, for 
example, pulp and paper, Ontario wages are now higher than their U.S. counterparts. The result is a loss of traditional 
export markets and a consequent inability of the sector to attract new capital, a fact which could lead to further deàline. 
Competiton from low-cost foreign producers has also reduced the share of several domestic markets which Ontario 
manufacturers have traditionally served. Hardest hit have been producers of footwear, clothing, textiles, electronics and 
toys. 

56. A medium to long-term factor which could reduce the growth in demand for products on the Ontario 
manufacturing industry is the changing population structure. As birthrates decline, there is a trend to an older population 
and an associated decline in household formation. This will have an immediate effect on the size of the consumer 
market to be served by the manufacturing sector. Durable goods manufacturers (e.g., cars, furniture, appliances, 
household and electric) could therefore experience a contraction in their local markets over the next 20 years. On the 
other hand, entirely new products catering to a relatively older population may offset some of the decline. 

57. The ability of industry to develop new products for changing and more competitive markets requires an intense 
and continuous effort in research and development. Ontario manufacturers as a whole lag well behind the R & D 
investments being made in the U.S. and in most other developed countries. Partly, this failure to Invest adequately is a 
consequence of the "branch plant" nature of many Ontario manufacturers. 

58. the growth of the manufacturing industry in Ontario has been accompanied by a heavy concentration of 
activity in the urban centres in the south. As a result, land costs have risen sharply and urban congestion has had for 
some a perceived negative impact on the quality of life. Northern Ontario, by contrast, has sought more secondary 
manufacturing activity. Unfortunately, this area is likely to remain less attractive because of its isolation from major 
consumer markets and from centres of finance, business services, and supply. A severe climate and a relative lack of 
cultural attractions further reduce the region's potential. 

Outlook for Key Manufacturing Sectors 
59. Strategic Industries in Ontario include transportation equipment, iron and steel, aerospace, forest products, 
petrochemicals, telecommunications, machinery, and nonferrous metals. These are strategic for a variety of reasons 
including export potential, degree of concentration in Ontario, and growth and size of employment and output. The bulk 
of Ontario's manufacturing industry is located In the southern part of the province, particularly in the area extending from 
Niagara, through Hamilton and Toronto, to Oshawa. In addition, the area bounded by the Windsor-Montreal corridor 
contains an important distribution of manufacturing industry. In 1971, only 6 per cent of total manufacturing employment 
was located In Northern Ontario. 

60. The transportation equipment industry accounts for about 12 per cent of Ontario manufacturing industry 
employment and about 17 per cent of output. Ontario has 96 per cent of all Canadian auto parts employees and 86 per 
cent of all assembly workers. The prosperity of this industry is therefore of key importance to the Ontario economy. The 
auto assembly Industry currently enjoys a trading surplus but the growing auto parts deficit with the U.S. has caused 
concern and Is now the subject of negotiations. The urban transportation equipment industry is healthy and enjoys good 
market prospects though the Ontario sector will face strong foreign and domestic competition. 

61. Ontario dominates the production of iron and steel in Canada. In 1974 it had one-third of all iron and steel mill 
establishments, 75 per cent of all employees and 80 per cent of value added. Whereas the industry had been expanding 
rapidly over the past 20 years, the recent world surplus of iron and steel capacity, together with increased competition 
from offshore producers, has sharply reduced the scope for continued expansion. Given the current world steel making 
surplus, the outlook for the Ontario industry Is not bright in the near future though there is optimism that demand will 
recover strongly In step with any general recovery of the world economy. In the short term, it Is possible that the decline 
of the Canadian dollar will increase steel export opportunities although price competition from other major producers 
(e.g., Japan and Britain) may limit this potential. 

62. The Canadian aerospace industry is mainly concentrated in Toronto and Montreal and is important because of 
its high technology characteristics. Companies range from fully-integrated operations with a wide selection of products, 
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to snialler enterprises specializing in only a few product lines. Supporting the Major companies is a variety of aerospace 
jobbing shops with specialized skills in the advanced technology field. In 1975, 40 per cent of Canadian employment in 
this sector was in Ontario. This is the type of high-technology industry which Ontario should be able to support but a 
constrairit has been the shortage of highly skilled tradesmen. Good prospects for the industry lie in developing and 
producing new technology aircraft such .as the deHavilland STOL airliner; in producing components for the U.S. 
aeroSpace induStry; and in obtaining defence contracts. In respect of the latter, the Canadian' aerospace industry is 
highly dependent on "offset'.' agreements whereby Canadian manufacturers are guaranteed a share of the construction 
of military aircraft purchased abroad. 

63. 	The Ontario forest products industry Is primarily located in the northern and eaStern parts of the province and is 
an important contribtitor to export earnings. In 1974, Ontario had 25 per cent of Canada's employees in pulp and paper 
and contributed à similar percentage of total industry value added. High labour costs, rising production costs, and the 
need, In some instancesfor further capital investment are important difficulties currently . faced by this industry which, as 
a consequenCa has  lost same markets to U.S. producers. The stability of the industry could. be  enhançed by 
investments in supàorting infrastructure, and in better management of the forest resource. If theSe investments are 
made and If international demand for the 'product is strong and stable there should be. little need for significant 
employ,ment adjustment. PuIP and paper mills are of great economic importance to several remote northern and eastern 
communities. There are about a dozen communities in Ontario whichare heavily dependent on a local mill. 

; 	l', , -..  
64; : ' 'The 'petrochemical industry in Ontario IS predominantly located in Sarnia. In 1974, Ontario had about 40 per 
cent of,Oapada's employees in plastics and synthetic resins and accounted for a similar,percentage of the industry's 
valuè added: The markets for these products are' expedted to remain strong. The products of the industry  are  oriented 
not only» the southern Ontario consumer market, and to the agriculttiral sector, but  also  provide Important materials for 
other . Man'ufacturing industries in the province: The emergence'of a 'petrochemical'indistry in the .West may. reduce 
somewhat thascope for future expansion in Ontario though the long-term growth trend of the industry leaves ample , 	,,,,„,,,, Ili. , 1 .,1 . rom  for  appropriatelY timed expansion in both ÉeStérn and Western Canada. 	•  
w. :':.,i - r „iv! •I:iL;L; 	„ 	 • 	. 	. 	. i , . 	• 

65. 	Tne telecommunications induStry has iin'pàrtant high technology characteristicS.' In 1974, Ontario had 65 per 
cent of ell ,Oanadian production workers in this, sector and accounted for a similar share of the total value added. 
NortherealeCorninuniCations is a good exaMple 'of Canadian Multinational company in this field:  But  this does not 
implyrthat ifuture expansion will be In Canadaand Indeed Nerthern Telecom is moVing some prockictiàn to the.U.S. and 
MS established 'e research facility In California'Nevertheless, the Ontario teleconimunications indubtry is 'strong and 
exports havabeepigrowing. , ' 	;; 	,'.';, 	 . 	 ,,, . 	. 	 . 	, 	, 	 . . . 	 . 
66,, ivi a(Tharniscellaneous machinery and eFluipment manufacturing industry is well established in Ontario and given 
the size  of ho  domestic market and the potential hi r  export tà the U.S., is expected to rerriairi animportant cornjionent of 
Ontarlo!smanufacturing iindustry. In 1974 Ontario, had 60 per cent of Oanada's.employees in this•group and c,ontributed 
65 'per  Cent ài'Valüe -add'étd1jOth employment 'andine value of shipnients have been incieasing steadily. The Vitality of 
thaind,ustry,,dependë,,to a large extent on a concentrationof relatively small but high-technology enterprises; which can 
ill stiollidérà-ând éxchange new product ideaS:Ontario Offers  an excellent environment for this activity,' giving the 
industry,,apromi,sing,  future. Nevertheless, there are a few instances where plants are; becoming Obsolescent and some 
adjUsirrient at-the firmleVél will be required. , . . , . 1 ..„. „  ' . 

. 	 . 
67..,,Jheuprocass,ing of nonferrous metaials a fundamentally strong industry In Ontario, but one subject to sharp 
swings  in elemerefôr' the primary minerals. Whén 'demand is.weak'for à particular mineral 7 .-- as is now the case for 
nickel.-1 the.,associated primary processing activities are adversely affected: Unfortunately; these ëffects are felt 
mciSt Sti'ongly,In Nerthern 'Ontario, where alternative economic opportunities tend to be limited. . In the casaof secondary 

	

.. 	. 	 _, 	. 
processing of nonferrous minerals the : principal uneertainties are poSed by potential. tariff cuts and by continent-wide 
ra9nalilzele9fsome segments of the industry. ,. 	• •  

vi!! MANUFACTURINGPROSPECTS,ININESTERN CANADA 

TheiRole Manüfecturing ,in Weste rn  Canada  
68. 	An accumulation of geographic, historical and demographic factors has resulted in the economy of the Western 
Region being highly dependent on its natural resource base. The importance of primary resource industries to Western 
Canada isiàà'perent in their .contribution  to theregion;s197,4,tal valuefadded in the idoOds;ProduCing  Industries,  half of 
whIchi ac'cruedidirectly.,from. the primary ,sectors, ; cornpare,d„with, only„onet;qu' arter„ riatiphallyi.' If other manufacturing 
ectivities.; directly., related 4b,ithei primary resource. base are  include,d, the  resourcalelated ;value .added: In  Western 
Canadalisesita:.68 perJcent of ,that:for,goods-produping lindustrY, in, Contrast to 4,7.,per , Cent  In Canada This :heaVy 
dependence,onlprimary. resource; production and processing; With Its se,nsitivitj;:to, fl uctùatiOns  h Ibternatippardeniand, 
cr,eates: instability of employment  and  incornes.,,Aaa,;result,,, the Idiyetsi,tication,:ot. the western ,econ6my kiward non 
resourcelrbased activities,has been a  persistent redional OjectiVe: , • ; . ' ' ; ' ; , • 
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RDP in 
Manufacturing 

16.3 

15.0 

17.3 

1 567 

2 840 

3 697 

3 939 

Regional 
Real 

Domestic 
Year 	 Product 

1961 	 13 078 

1971 	 23 191 

1974 	 27 760 

1976 	 30 717 

(b) EMPLOYMENT (thousands) 2  

	

• 	 ADP in 

	

RDP in 	 Manufacturing 
Manufacturing 	 as a per cent 
as a per cent 	• 	of Canada 

	

of RDI3 	 Total 

12.0 	 15.2 

12.2 

13.3 

12.8 

69. 	While the west has been attracting an increasing share of total capital investment in Canada (estimated at 36 
per cent in 1977), the manufacturing sector in the region remains small in relation to that of Ontario and Quebec. In 
1976, for example, the four western provinces contained 27 per cent of Canadas  population, but accounted for only 17 
per cent of both total employment and real domestic product in manufacturing in Canada (Table 7): 

TABLE 7 

MANUFACTURING INDUSTRIES  —WESTERN  REGION 
(a) OUTPUT (millions 1971 dollars) 1  

. 
Manufacturing 

Mantifacturing , 	 Employment 
Employment 	 as a per cent 
as a per cent 	 of Canada 

of Total 	 Total 
Total 

Year 	 Employment 

1971 	 2 191 

1974 	 2 512 

1976 	 2 675 

Employment in 
Manufacturing 

281 

339 	' 

327 

	

12.8 	 15.7 

	

13.5 	 16.7 

	

12.2 	 16.8 

Sources: 'Estimates by Conference Board in Canada. 
2Labour Force Survey Division, Statistics Canada. 

70. 	Almost 70 per cent of the Western Region's manufacturing activity is related directly to resource processing, 
with the food and beverage, wood products, and paper and allied sectors representing the predominant sources of 
employment and output (Table 8). As exemplified by the forest products sector, .a large proportion of these activities 
consist of initial processing (e.g., pulp, newsprint, dimension lumber) as opposed to higher value added processing 
stages (e.g., fine paper, plywood, particle board). 

71• 	Manufacturing industries in Western Canada produce a substantial share of their output for foreign  markets. In  
174, for example, exports accounted for 25 per cent of manufacturing shipments in the region. (Comparable figures for 
Ontario and Quebec were 21 per cent and 14 per cent, respectively.) These exports consist largely of processed 
primary products such as pulp and paper, lumber, and processed agricultural products. A relatively large proportion of 
the shipments of regional manufacturers, 65 per cent in 1974, were directed to the local regional market. Thus only 
about 10 per cent of shipments were destined for other parts of Canada. The western market is sensitive to foreign 
demand for the region's primary commodities because of: (i) the strong impact which commodity exports have on the 
level of consumer purchasing power in the region; and (ii) the fact that a large portion of these manufactured products 
are used in primary resource production. — 

72. 	Western Canada's manufacturing industry is spatially concentrated. While a number of smaller communities 
have specific manufacturing operations on which they are heavily dependent (e.g., forestry-related single industry 
communities in British Columbia), manufacturing activity as a whole is concentrated in the region's seven major urban 
areas, which together account for over 70 per cent of manufacturing employment. From a regional perspective, the 
manufacturing sector is more predominant in British Columbia and Alberta than in Saskatchewan and Manitoba. In 
1974, British Columbia accounted for 52 per cent and Alberta for 22 per cent of total manufacturing employment in the 
region. 
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25 • . 4.2 

1.2 1.9 	. 

247 

74 

' 6 117 

6 904 

5 329 

277 017 

TABLE 8 

MANUFACTURING EMPLOYMENT AND VALUE ADDED 
BY INDUSTRY GROUP IN WESTERN REGION -1974 

Indusiry group 

4. Leather 

5. Textiles 

8. Wôoçi 

9. Fürniture fiXtUrea 

' 	10; PaPer and allied 

11: Printing, Publishing 

'12; Prirnery MetalS 2  

3. Meial febridatin'g 
,,'.• 

•14. Machinery 
• n . 	'. 	• 

' "Ji15;1'rânèriortation eOuipment' h  
Hé•16: `ElEiCtriPPrôduCta " 

Manufacturing 
Employment 	 Value Added' 

Number 	Per cent of total 	$ mIIUon 	Per cent of total 

	

18.1 	 1,039 • 	 17.0 

	

0.9 	 52 	• 	0.9 

	

0.3 	 14 	 0.2 

	

1.1 	 47 	 0.8 

	

0.1 	 5 	 0.1 

	

3.5 	 94 	 :I5  

	

19.6 	 957 	 15.6 

	

2.1 	 84 	 ' 1.4• 

	

8.4 	 • 	938 	 ' 15.3 

	

6.0 	 292 

	

5.0 	 376 	' H. 	6.1 

	

7.5 	 496 	 8.1 • 

	

5.1 	 264 	 4.3 

314  

2.4 

1. Food and beverages 	 50 077 

. 2. Tobacco products 

3. Rubber and plastics products 	• 	2 543 

967 

3 059 

6. Knitting mills 	 372 

7. • Clothing 	 9 785 

54319.  

..-• 5860. 

 25143.  - 

..16.513' 

13 893 

l •  20 905' 

14. 130 

•19746 

• 6 687' 

17. Nth1mètàlli ~ rnitiètai  
prOducte: 

Petràleurn and Cbal 

. 19. Chemical and chemical 
products • 

20. Miacellaneous 

21. Total 

	

, 	 will prbbably , 

	

11n.current„(19,74) dOjlarS, I S.eeals9 pptp,tg.Tble2;1 	 or r»:::011':10, rro ,  
••- 2Does not Indludé figures for IPSCO„which has erhployment of  i 3 O9 . 	. 	.  

Source: Statistics Canada Catalogue 31-203, 

73. 	Within the provincial economies, the manufacturing sector is most important in relative terms in British 
Columbia, which is the only province in the region with more employment in manufacturing than in primary industries. 
Manufacturing in British Columbia accounts for about 17  per cent of gross provincial product. Activity is concentrated, 
however, in forest products which contribute almost 50  percent. of value added and 40 per cent of manufacturing 
employment in the province. The manufacturing sector of the Manitoba economy is also relatively Important, and 
generates about 14 per cent of gross provincial product, The comparable statistics for Alberta and Saskatchewan in 
1976 were 8 per cent and 5 per cent respectively. The fastest growing manufacturing sector In the region is in Alberta, 
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although it remains a relatively small component of total provincial output. Food and beverages and petroleum are the 
most important sectors in Alberta, although mineral and wood-based activities are growing in importance. Manitoba has 
the most diversified (and least resource-dependent) manufacturing sector which, in addition to food, forest, and mineral 
processing, has significant proportions of national manufacturing employment and output in the clothing, transportation 
equipment, metal fabrication, and machinery sectors. These sectors, however, have not performed well in recent years; 
in fact, manufacturing employment in the province has declined in absolute terms. Indications are that the Manitoba 
situation could worsen in the near term. The smallest and most narrowly based manufacturing sector in the region is 
found in Saskatchewan, where it accounts for only about 5 per cent of provincial output and is highly concentrated in 
food and beverages. 

Comparative Advantages and Constraints 
74. 	The pattern of capital investment in Canada gives some indication that the centre of economic gravity in the 
country is shifting westward. This is suggested by the fact that total capital investment in all sectors in Western Canada, 
as a percentage of capital investment for Canada, has been increasing steadily since 1972 from 32 per cent to almost 
36 per cent in 1976. Looking to the mid-1980s, on the strength of its resource endowment (particularly energy 
resources) and access to Pacific Rim countries, the west promises to become a more dominant force in the Canadian 
economy. 

75. The major opportunity and thrust in the manufacturing sector will continue to be the development and 
upgrading of the region's natural resources. Opportunities exist for the further development of the established 
processing industries, as well as of emerging energy-related industries. The past experience of companies such as 
ATCO and Foremost suggests that there is also potential to develop specialized production skills and technologies and 
to expand western manufacturing to supply products such as pipe, valves, and heavy construction and off-highway 
transportation equipment. These products would be associated with major resource developments in pipeline 
construction, tar sands, coal, oil and natural gas, and uranium. In an increasing number of sectors, western-based 
facilities can take advantage of market opportunities provided by the combination of increasing population and 
consumption in the regional economy and demand elsewhere in the country. Specific opportunities include such 
activities as meat packing, selected cereal and high protein food products, and consumer paper products. 

76. There remain constraints to the growth of the region's manufacturing sector. The western economy as a 
whole is based firmly on the exploitation of natural resources and the export of grains, fuels, wood, metals, etc. The 
economy is therefore highly vulnerable to fluctuations in demand for these products which in turn influence such 
dependent industries as wood processing, agricultural machinery, beef processing, and oilseed crushing. 

77. Western Canada's manufacturing sector is, on the whole, more capital-intensive than that in other regions, 
resulting in higher productivity levels. Nevertheless, the sector remains small in the Canadian context. Generally, the 
industry is composed of small-scale production units and is subject to high transportation costs. This reflects, inter 
alia, the prior development of similar manufacturing industries in Ontario and Quebec, and the dispersed population 
and absence of a large regional market for western-based manufacturing output. It is argued in some circles that 
developments in important areas, such as trade and industrial policy, have until recently tended to focus on the 
requirements of the existing manufacturing base in Ontario and Quebec. Transportation policy appears to have 
benefited primary producers in the west but, on the other hand, has tended to favour the location of processing 
facilities In the east. These factors have had important side effects, such as shortages of skilled labour and 
management, relatively few facilities for research and development, and a lack of the financial and technical support 
facilities that are available in areas with a greater concentration in manufacturing. The development of the region's 
manufacturing sector also faces physical constraints in certain areas. For example, outside metropolitan areas the 
industrial infrastructure and transportation facilities tend to be underdeveloped. A further restraint to diversification 
and expansion of the manufacturing sector in certain areas is the availability and adequacy of water supplies. 
Management of this scarce resource, particularly on the Prairies, will require careful planning and investment in the 
years ahead. 

78. The policy environment established by governments will have an important influence on the extent to which 
the region's manufacturing growth potential is realized. Given the manufacturing sector's strong relationship to the 
region's primary resource base, its development will be influenced by decisions affecting the extent and timing of 
resource development (e.g., taxes, royalties, depletion allowances, environmental regulation, public ownership), as 
well as by policy decisions directly affecting western manufacturers' access to, and competitive position in, domestic 
and foreign markets. For example, freight rate anomalies are said to have constrained the development of certain 
activities such as rapeseed processing. And customs tariff protection, although applied uniformly to all parts of 
Canada, has not appeared to contribute significantly to the development of western manufacturing. 

Outlook for Key Manufacturing Sectors 
79. Exploration and development in the oil and gas industries are expected. to provide a stable share of 
processing activity to the mid-1980s rather than the growing share experienced during the last decade. Nevertheless, 
energy-related activities in general are expected to provide the principal momentum for the region's economy for the 
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foreseeable future. Develeprnént of tar sands extraction technology is expedted to continue at its current pace, with 
commercial production growing during the period and perhaps with the addition of a further tar sands venture. Major 
development of the Lloydminster heavy oil depositsin Saskatchewan and Alberta may occur before the mid-1980s. 
Expansion of the petrochemical industry in Alberta into primary chemicals and major intermediates is expected with 
some integration to plastic and consumer goods: The latter could be especially well sùited to smaller communities 
since operations of economic size tend tab° small; low technology is required; and lower wage rates are essential for 
viability. 

80. Plans in Alberta and British Columbia to develop both metallurgical coal for export and thermal coal for 
power generation could double Western Canada's coal production by 1985. In addition, it is likely that uranium 
production in northern Saskatchewan will grow significantly, and a uranium enrichment plant is a possibility. 

81. These energy-related industries will create a growing regional market for materials and equipment  of an 
increasingly specialized and compléx;nature. The demand for pipe for thé Alaska Highway Pipeline may lead to 
expansion of the IPSCO steel plant in Regina,'andthere is a possibility of building pipeline valves In Alberta:There 
are growing industries, particularly in Alberta and British Columbia, supplying equipment for the résàUrce-harveating 
industries, and the experience of such firms as ATCO and Foremost suggests that these products can be exported as 
well. The construction and eventUal operation of the Alaska Highway Pipeline will require many reliable off-highway 
carriers  which should create opportunities for local manufacturers. The someWhat unique logging conditions of the 
entire region will require improved log skidders and trailer units to efficiently move the logs to the various pulp mills 
and Saiimills. Additional resource develoPnnents at Fort McMurray, Cluff Lake and the Arctic Islands also continually 
demand improvements in off-highway transportation equipment. Farm machinery is largely imported at present, but 
in vieW of its standard technology and high freight costs, opportunities exist for import substitution. 	 ; 

82. the  fOdd end beverage .sector is expected to offer significant manufacturing and ;Processing growth 
opportunities .  Factors which; favour the industry include thé large arable land base, limited Urbanization pressure on 
land uSe and 'COStà, untapped potential for specialty Irrigation crops, and excess feedlot and slaughter facilities. A 
major development which,could aid this sector is the South Saskatchewan River project involving a Potential irrigated 
area In'ékéSS àf206,000' acres, Of which only 55,000 acres are being utilized. This project, along;with the Sti Mary's, 
has thepotential tcp provide, at least on a seasonal basis, much of the produce currently impOrted to the region e.g., 
carrofecabbages, and onions. Abundant feedstuffs and adequate rangeland s,hould, ensure the growth of pork; and 
cattle, production, and may lead to expanded meat Processing if the U.S. trend towards shifting this prOcessing back 
to the Sàùrde Of;prOductiàn is adopted in:Canada, The cUrrent production levels of rapeSeed and Sunflowers in the 
region suggest that more vertically integrated Oil crushing plants may bé imminent as well. 

.; 
83. Primarily. as a result of the federal government's salmonid enhancement prôgrarn, ernplinment in British 
ColuMb'ia'S`fibh °Pro'deSSW4Séctor is expedted to increase:Over the longer  term. The-program is designed to double the 
Salmon catch over a 30-year periàd and 'while the impact on employment in`fiarv.esting will be Slight, emplbYment in 
proceSSIng iïâp'eCté. c1 to increase over the period as current plant capacity in the séctor becoinea;moré fully utilized. 

84. . ' Foréstiy-related industries, which play a leading role in current manufacturing in the West, are expected to 
mairiteea'Stable share of Western manufacturing activity to themid-1980s: Wood products will Continue to be a source  
of ;econon,licstrength in British Columbia,,althoùgh expansion opportunities within the period are 'seen to be limited. 
InternatiOnal'COnipétifibn, particularly in the pùlp and paper industry, will have a; darripening effect On this sectbras in 
other, parts of „Canada. The western industry, however, has many strengths, including large forest reserves, efficient 
large:.SCale, plants, ariel'CIOSe proximity to the Western U.S. market. While there is sufficient resource for a number of 
newqÜilP'Mills in British Columbia and Alberta, it is dobbtful that any  major expansion  can he:justified-on economic 
groundayithin the next five years. The demand for plywood is expected to grow at a rate of appreximately 3 per cent 
annùâilY", --With'aii' average of one new mill conning on strearn In Canada eVery•Year: Most of this neW capacitY would 
occur in British Columbia, There  will howeyer, be some rationalization of British Columbia mills as otitinoded millS in the 
loweVi-dainland (Vancouver) area are clOsed and new màdërn fddilities are reiiii -Olh'ser to theiéSobide base. ; 

85. Looking ahead to further conversion of forest resources, there will probably be a concerted effort by the Prairie 
provinces to find commercial uses for the little used poplar species. For example, the conversion of poplar to cattle feed, 
or to alcohol for fuel, and possibly to fermentation products is a potential opportunity. . 	' 	 , 



Changes in Average Monthly" Manufacturing Employment by Region and by Sector: 1976-1977 
The following table sets out the regional dimension of the employment adjustments with which Canada's 

manufacturing industry is already faced. The table presents, by region and by major manufacturing group, estimated 
average monthly employment calculated with respect to the period January through October, 1977. In parentheses are 
the changes in these monthly averages from the corresponding ten-month period in 1976. The averaging procedure 
tends to smooth out the monthly.variation in the estimates and the comparison of corresponding periods in 1976 and 
1977 largely eliminates the effect of seasonal variatiôn. The data are derived from the unpublished monthly Labour 
Force Surveys of Statistics Canada and thus are subject to some statistical sampling error and have been rounded to 
the nearest thousand. More accurate data on manufacturing employment are published in the annual census of 
manufacturing, but the latest figures available from this source refer only to 1975. The Labour Force Survey data are 
subject to greater error but are much more timely. The major trends which they indicate are thought to be significant but 
the particular numbers quoted should be treated only as estimates subject to statistical sampling error. 

The Labour Force Survey data indicate that average monthly employment in Canadian manufacturing declined 
by about 34,000 or 1.7 per cent between 1976 and 1977. This decline took place almost entirely in Quebec where 
average employment in Manufacturing dropped by 4.3 per cent or almost 30,000 jobs. The Atlantic Provinces 
experienced a loss of about 4,000 jobs or 4.2 per cent of the region's manufacturing employment. The overall changes 
in Ontario and the West were not statistically significant. 

Quebec suffered major losses in the secteurs mous, down by 15 per cent or almost 20,000 jobs. The other 
substantial loss was in the paper and allied products sector where employment dropped by 23 per cent or 12,000 jobs. 
As a group, primary Metals, metal fabricating, machinery, and chemical products lost 14,000 jobs or about 12 per cent of 
their average employment in 1976. The only significant gain in Quebec was in printing and publishing, where 
employment was up by 6,000 or 20 per cent over 1976. No sector in the Atlantic region lost heavily in absolute terms but 
there were some significant relative declines, for example, in primary metals. It is perhaps significant that the Atlantic 
was the only region failing to register a gain in any sector. In Ontario there was a sharp drop in electrical products of 
about 14,000 jobs or 16 per cent of 1976 employment. This was offset by a gain of 13,000 (10 per cent) in transportation 
equipment. Textiles were down by 16 per cent or 5,000 jobs. A similar loss was suffered in nonmetallic mineral products 
but there were significant compensating gains In machinery and wood products. The most important decline in the West 
was in wood products where average employment dropped by 7 per cent or 5,000 jobs. This was offset by gains in 
several sectors, the largest of which occurred in metal fabricating where employment went up by 18 per cent or about 
4,000. Overall, the West appears to have actually increased its manufacturing employment slightly, the only region to 
register any net gain in the façe of the national decline. 

139  



Ontario 

97 (+2) 

4 ( 0) 

Quebec 

68 (+4) 

5 (-1) 
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Canada 

257 (+6) 

9 (-1) 

61 (+5) 

30(-2)  

58(-14)  

14(-3)  

106(-6) 

 121 (+2) 

62 (+2) 

130 (-15) 

.121 (+9) 

127 (-3) 

151 (+1) 

102(+1)  

203(+13) 

 120 (-12) 

TABLE 9 

AVERAGE MONTHLY EMPLOYMENT IN MANUFACTURING 
JAN-OCT. 1977 COMPARED WITH JAN-OCT. 1976 (THOUSANDS) 

Food and beverages 

TobaCco products 

Rubber and plastic 
products , 

Leather 	 • 

Textiles . 

Knitting mills 

Clothing, 

Wodd 

Furniture and fixtures 

Flapei;  and 'allied 

Printing  and  publiehing 

Primarymetals 

Meta! fabriCating . 	 , 
•Màdiiindr9 • H 

Transportation equipment 

2(-1)  

irte
(-29r 	

s'•  
b7ii 	 ( - 1)- 	' 	;3'24 

liCés d 1 eLnpio 
; 	 invest Isseme'ct 

f:abr  Hat:  104 	(1 -  
;,. 	:; 	;i1g 	i;; 	 ;:, 	 ;_;,-;,.; 	le 

C;nuW1 ,, ;1 n L'h 	 1'2 

..Sourde: Unpublished mbnthly estimates by the Labour Force Survey Bràndh of StatisticsiCanada. 
Nptes::(1) The:main table entries  are pyerage,monthly employment estirnates Coinputed with respect to the ten months, 

àanuarY to. OCtober,. 1977. The numbers in parentheses 'are the Changes in:these': aVereges frorn the same , 	, 
.peridd in 1976. Thus there üVère" , éri average 106  000'émplded in  the  Canadian 'qlbthing industrj/ between 

' "' Ja"rittaryl:andCidtdbér 1977: This Wae - à. deCline of about 6000  over the seine period in 1976: 
f), (2)>Ailil entry indicates'thaUthere were fewer than 2 000- empldyees in the regional sector,. The number is not 

-• 
L ,.(3) The regiprial .dàta i do, not neceseàrily_sum to the national data - beCause,.of :r'oundingf'error and the effect of , 

„ 	- unreported data (I e ') in cértàfn cells 
, 	 . 	 I. : 	• 

140 . 

Electric products , 

Nbrirnetallic mineral 
products 	 • 

Petroleùnn and coal • 

CheirirPal ànd 
Pfodi1CtÈ'' 

; 	(},  
Mi.s.cellAti9gYs 	i É 

Atlantic 

37 ( 0) 

4 ( 0) 16(+2)  

28(-9) . 

8(-4)  

74(-4)  

30(+3) 

 25 (+3) 

40(-12)  

35(+6)  

37 ( -3)  

35(-4)  

16(-3)  

38 ( 1 ) : 

'33 (+1) 

27 (-4) 	- 49 

19  (. 0) - 

37 (+2) 

17 ( 0) 

26 (-5) 2 (+1) 

6 (+1) 

3(+1)  

2l+4)  

27(-1) 

 48 (+1) 

59-) . 

70  ( 0 ) 

86 (+1) 

70(+4)  

i33+13) 

 75 (-14) 

West 

55 ( .0) 

4(+1)  

10 (-2) 

63  (-5) 

9 (+1) 

29 (-3) 

24 ( ô) 

14 ( 0) 

26(+4)  

16 (+1) 

87 - (-7)  

1'909 (-:34) 

61 (+5) 

(71) 
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DREE LE MEER 

I. 
I.  

The Department of Regional 
Economir Expansion was created under 
the Government Orgnization Art in 
April 1969, as an instrument to 
coordinate federal efforts to redure 
economic and social disparities 
between the various regions of 
Canada. DREE's primary objective is 
to ensure that development 
opportunities existing in Canada's 
slow growth regions are effectively 
pursued so as to improve employment 
and , general economic conditions. 

In 1972, the Department undertook 
a comprehensive review and analysis 
of its programs and organization. 
As a result, several innovations . 
were introdured, including decen-
tralization of the department's 
artivities and decision-making 
procedures, and the development and 
signing of General Development 
Agreements (GDAs) wlth individual 
provinces. 

Departmental programming is 
divided into three major areas of 
activity: General Development 
Agreements, industrial inrentives, • 
and other , programs which include the 
Agricultural and Rural Development 
Art (ARDA), Sperial ARDA and the 
Prairie Farm Rehabilitation 
Administration (PFRA). 

General Development Agreement  
Mechanism 

Sinre'its inreption, the GDA 
approarh has become the chief 
ingtrument of DREE programming. 
There are General Development 	. 
Agreements signed with each 
province, except Prince Edward 
Island.,,where a 15-year 
romprehensive development 
agreement has been in effect sinre 
1969. 

Le ministère de l'Expansion écono-
mique régional (MEER) a été créé en 
avril 1969 en vertu de la toi sur 
l'organisation du gouvernement pour 
être l'instrument de coordination des 
efforts du gouvernement fédéral . 
visant à atténuer les inégalités 
économiques et sociales entre les 
diverses régions du Canada. L'ob-
jectif premier du MEER est de voir à 
l'exploitation rationnelle des 
possibilités de développement des 
régions à faible croissance de façon 
è y améliorer la situation  de 
l'emploi et de l'économie en général. 

En 1972, le ministère a entre-
pris une révision exhaustive  de ses 
programmes et de son organisation. 
Plusieurs changements en ont résulté, 
notamment la décentralisation de 
l'activité du ministère'et des 
pouvoirs de décisions, et 
l'élaboration et la signature 
d'ententes-cadres de développement 
(E.C.D.) avec chacune des provinces. 

Les programmes du ministère 
s'articulent autour des trois princi-
paux secteurs d'activité suivants: 
les ententes-cadres de développement, 
les subventions à l'industrie et les 
autres programmes qui comprennent 
notamment la Loi sur l'aménagement 
rural et le développement agricole 1 

 (ARDA), spécial ARDA et la Loi sur le' 
rétablissement agricole des Prairies 
(ARAP). 

Le mécanisme des ententes-cadres de  
développement (E.C.D.)  

Depuis son adoption, l'E.C.D. est 
devenue l'élément central de la pro-
grammation du MEER. Une entente-cadre 
de développement a été conclue avec 
chacune des provinces à l'exception 
de l'Ile-du-Prince-Edward où un plan 
d'ensemble de développement d'une 
durée de quinze ans est en vigueur 
depuis 1969. 

Al 



Lyce cliUsure, ïind 
1 - )ç-  rat 	s' 
Reg ional Development Incentives  
Program„: 

• • 
Trie ARe giona 	velopment c,Incen7. 

p tivee m Program c„is fan e  important, 
c,omponenti of -L UE§ f 
comPlements„ th,e g ,4,„ r,a,,tç g les . In 

cqr 1PP 0 ,f;.2W.P,Pd4P,-Irgli, 1-çntePft.ts 
t jus t under n oper.rf if th of the • • 
De partment ' s . annual  budget. Its ma in 
objective is te stimulate and preserve 
productive emPleyment opportun if tes by 

• enrouraging manufacturing end 
prore sa ing in ves tment in the reg ions 

• of Canada whirh are des ignated as • 
requir ing speC ia 1 assistance. • There . 
are.  des ignated reg ions in earh Of the 

O 

 ten previnces , as well as the Northetn 
Terr itor ies . The legisiat ive base .of 

• the program is the Reg tonal 
De Velopment Incent ives Act and 	. . 
certain sections of the . Department of • • 
Reg iona 1 EConomic Expansion. Act,' bOth, 
of wh•ich wére .passed in -1969. 	• 0 0 	• 

Chaque E.C.D. ,énotice, ,une stratég ie 
,économique, qii est , fondée sur, 
l'analyse ee.  la conjoncture SOcioL 

'économique de la province et .expose 
'en outre les 1 igneS dire,ctr ires et 

O  'les critères qui régiront la mise en 
O 	 oeuvre de cette stratégie par le 

bia is cy ententes , aiix il la ires _qui ont 
* pour objet ,de d1jmjt e r. e t ,  d'exploi-
ter des iposs ibilités prée ia ies-  :de 
développement 	 - 1; 

ines en, economir 
satgy,w1iih, is baseçi , on 

r of :proyinn 4f : soc iO-eco-nom 	ire um-  • 
,,stenc.es , ; and .sets. ont guidel ines and 
;-criteria for the implementat ion of 
the st ra tegy through .  the ,development, 
andle 	ing : ,of 

one n ta.  , 	hic.harç.designed . to ,d,e,f ine • 
(antl pursue...Spenif ir deVele.Pment . . ,, • '- 
uo,PPortli.ISO,P.s.p: - 	;. 	• 

• . 	 .* 

Anpther ignifiicant  aspect of the . 
;GDA'approach is the on-go ing proCess 
of communication, cooperàt ion and• 

• co-rord plat ion Teh ir:„h haa -;:cleyelope,d 
i,betl,..i.egn. 1-DREE,„and!;other,: .,federal 
„goye rnment de,pa,rgrnepts 	Othe r • 

'ifederal yde,p,artments and iage,nc •ie,s 
'lhaveeninydlyed„ Ithei-,develop-
nient and I implementa t ion of ,..many 

usubs idiary u agreements and „have . , 
f re,quently lcompigned or co7funded , 

,,speniif 	iat, ives ;, a l:Ong itEDRÉE • 
, 	. 	• 	, 	 . • 

'.• 

Le ; processus continu de commun ira - 
t, ion, de collaboration et dé éoord i-
'nat ion qui a été Établi entre le MEER 

O 

 et , les autres ministères fédÉraux 
constitue ,  un autre, ;aspect ,, important 
dum'écanisme :  de -.1"E.C.b. df-eat ains i 

O  quel d'autres ministéres „ et, ; organismes 
, fédéraux: ont .  „é 	,appglês ,à ;,pari iper 
à l'élaborat ion et à la,' Miae, en' 
,oeuvre de, ,nonibreuées ententesaux il i-

3 a ires, pour, souvent „en --devenir les 
cos ignata ires 'Ï.• Ou dparipeeur 
:f inancement aVele.,MEERpet 
,provinCe concernée ,  

• . 	 O AP7, 
Le programme .des„silbventicins..,au  00 O 

développement  
; 

Ce ,programme qui Se yeut,, le 
„eoniplément 	 ,eat Il le, aussi 

O 	; élément., impOrtant i  de J. ' act ion du 
'Ll'igeillPrtÇPFPWPP.rn 	'1).19 ins  du  
dc,irtqu,qine, duo  11, 	 dmin is- 
,,tre e  et da s  Our i obje C tif pr#,ç'ipal de 
IMerISPIMeaeA t eMPI O PPP sibi- dii4g§..d'emploi prodùctif.enstimulant 

invest issement au titre de • la 
•O fabrication et de la tranSfOrmat ion 

dans les régions dés' ignéeS 	Canada 
nécess itent une aidé s'Oc Jale . 

Des régions ont été. dés ignées'. à ce tte 
dans chacune , des . dix prov inces 

O ainsi  que dans les :Territoires : du 
Nord „ Le programmé est' rdg i par la 

00 0 Loi.  sur les subventions au dévelo p-
peinent régional,. et , certains art icles 

•de la :Loi sur le milita the de , 
1 ':Expansio 	conomiq.ne reg tonale qui 
ont teutes deux. été ad opt es  én - . 	 • , . ". 	" 

•• 	, 	, 
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The Regional Development Inven-
tives Program is both federally 
funded and administered. However, 
all provinces are ronsulted prior to 
the designation of regions within 
their borders. There is also 
substantial consultation with other 
federal departments and provincial 
governments on major incentive 
projects and on smaller ones in 
sensitive industries or with 
resource or environmental concerns. 

Other Programs  

The Agricultural and Rural 
Development Art CARDA) was passed in 
1961 to assist rural socio-eronomir 
development. In the past, ARDA 
prograMs have applied in many parts 
of Canada. However, these programs 
have now expired in all provinces 
except Ontario, where they are due 
to expire effective March 31, 1979. 
Typical ARDA undertakings have 
included: farm consolidation and 
diversification, alternative land 
use, soil and water conservation, 
social adjustment, and the provision' 
of alternative employment opportuni-
ties. In some provinces, such 
activities can be suPported within 
the framework of the GDA/Sub-
Agreement mechanism. 

The Special ARDA Program is 
designed to improve the eronomir 
circumstanres of disadvantaged 
people of Native anrestry living in 
rural areas. At present the program 
operates only in Manitoba, 
Saskatchewan and British Columbia, 
as well as in the Yukon and 
Northwest Territories. 

C'est le gouvernement fédéral seul 
qui assure le financement et la mise 
en oeuvre du programme des subven-
tions au développement régional. 
Toutes les provinces sont toutefois 
consultées avant que soient désignées 
les régions situées sur leur terri-
toire. Les autres ministères fédé-
raux et les gouvernements 'provinciaux 
sont amplement consultés aussi lors-
qu'il s'agit d'un projet iimportant ou 
d'un projet qui concerne une indus-
trie vulnérable ou encore qui suscite 
dès préoccupations sur les plans des 
ressources ou de l'écologie. 

Les autres programmes  

La Loi sur l'aménageffient rural et 
le développement' agricole (ARDA) à 
'été mise en application en 1961 pour. 
aider à resoudre les problèmes socio-
économiques en milieu rural. Dans le 
passe les programmes sous la Loi ARDA 
ont permis la mise en oeuvre de 
projets socio-économiques dans 
plusieurs régions rurales au Canada. 
Toutefois, la programmation sous 
cette Loi est maintenant terminée 
dans toutes les provinces à l'excep-
tion de l'Ontario, ou elle doit se 
terminer le 31 mers, 1979. Les 
principaux domaines d'activité sous 
la Loi ARDA sont la réaffectation des 
sols et des eaux, le relèvement 
social et la création des emplois 
substituts. Dans quelques provinces; 
ces activités peuvent maintenant 
faire l'objet de support sous le 
méchanisme des ententes-cadres/ 
ententes auxiliaires de développe- 

• ment. 

Le programme spécial ARDA vise à 
améliorer la ,situation économique des 
citoyens défavorisés, en particulier 
ceux d'origine indienne vivant en 
milieu rural. A l'heure actuelle, 
cette activité s'applique aux 
provinces du Manitoba, de la 
Saskatchewan et de la Colombie-
Britannique ainsi . qu'aux Territoires 
du Yukon et du Nord-Ouest. 
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Fund for Rural Eronomir Devel.op 
ment (FRED) agreements have provided , 
éomPrehens ive rural development 
programs in several parts of 

' Canada.' 

, !l'heu is Tep Ààreement in 
effert with Prince Edward Island 
(the PEI Comprehens ive Plan) whirh 
will continue unt il March 31, 1984. 
FREI) Agreements with Québe '  and New 
Brunswick .expired in 1976, and the 
Agreement  Wi'th Manitoba ended in , 
1977  

The. Pra,trie , Farm Rehab itat ion , 

	

; 	:Administration '(PFRA) has' been a 
part' of thé DREEH organizat ion since 
the :dePartMént' ',.;iaa • formed in 1969. 

• It! Was „or ig,inally„ es tabl ished in 	, 
19.35: „Major  , ,PFRA activitieS include 
water , conservation on  individual  

' 	farMs ) deVelopment' of farmiwells 	„ 
rômfnunity water-storage, large-
srale irrigation, land reclaMat ion; 

	

, 	: 	tree rulture , and communitY pasturé 
Operat iôns. 

, The, Agrirultural Service Centres • 
program provides federal mon les for 
thé installation of  sewer 'and' watet : 
fdrllitLes t  in  seierted pra'irié . ," 	• 	".. rentre 1;  s serving surround ing 
tura 1, 	 ;, 

Lés .éntentes sur le: fonda de dévelop-
pement eronorni q ue 	(FOPER) ,  ont 
permis :la mise • en 'Oeuvre de, plans 
généraux de développement rural,. dans 
maintes parties du Canada'. 

. 	, 
Il y a une entente FODER en 

vigueur aver l'Ilé-du-Prince Edouard 
(Plan d'ensemble , de développement 
pour 1'I -P-E) jusqu'au 31'mars , 1984. 
Les ententes FODER avec 'le Ouéber et 
le Nouveau BriniST.;iiCk  ont pris  .f in en 
1976 et celle ,aVe,r' 	..Man itoha;,, en 
1977. 	• 

A SS- eréat i(in'én' • 	' MEER.  a 
pris -enchatge 1 1  Adm in is trat ion du 
rétablissement .  ,agrirole,  des  
(ARAP) .,dônt ee'XiS tenCe, rémonte -  à' 
1935. 'Les Objectifs  de. ce:, iprogramme 

	

,entre autres 	çonservat ion 
des' eaux 'd'ans les ex I_ itations. 

	

, 	p o 
agricoles des parti.cii1ie,ra ll amena-
gement des  puitadaBs1es1fermeset 

 de réservoirs .• ,(Péau::collectrifs ,,H , :.L 
certains  travaux-d tdriqgat ibn ide' - grande portée, „1"ariterideMent 
terres, 1 t arbOr l'adminis-
tration 

,  
de pâturages communautaires. 

• .Le programmé' deS 'Cérit -reS 'de - 
services agriroleSprévoit .  Itattri-

- bUtibn d'une aide :Éfédéraie . -  Pour 

	

itiStai1at 	de r  '`ré lseauX. 	t ion 
d'eau et dgoutsdns certains 
rentre Sit'des Prairtés'n ,qiii , desservent  

fron-, 

	

_ fh,,d 	 .;  
ite 

I. 	 • 	rie‘ '  

, 1 ;.1 
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DREE EXPENDITURES ACTUAL AND FORECAST BY ACTIVITY 
DÉPENSES DU MEER ACTUELLES ET PRÉVUES PAR ACTIVITÉ 

200 -1 

150 

GDA SUBAGREEMENTS. 

° 	ECD ENTENTES AUXILIAIRES 0 

OTHER PROGRAMS 

AUTRES PROGRAMMES 

INDUSTRIAL INCENTIVES 

SUBVENTIONS À L'INDUSTRIE 
PLANNING AND ADMINISTRATION 

PLANIFICATION ET 
ADMINISTRATION 

0 	-— 

	

1969-70 	70-71 	71-72 	72-73 	73-74 	74-75 	75-76 	76-77 	77-78 	78-79 



NEWFOUNDLAND/ 
TERRE-NEUVE 

Forestry 
Gros Morne 

•NORDCO 
St. John's Urban 
Highways 1976-78 
Planning 
Inshore Fisheries 
Labrador Interim 
Minera)  
Tourism 
Agriculture 
Rural 

NOVA SCOTIA/ 
NOUVELLE-ECOSSE 

Mineral 
Halifax-Dartmouth 
Canso 
Agriculture 
Industrial 
'Planning 
Forestry 
Tourism 
SYSCO 
Energy 

FEDERAL 
'MARE/ 
QUOTE-PART 
!RURALE TOTAL 

MAXIMUM FINANCIAL PROVISIONS OF ACTIVE SUI-AGREEMENTS/ 
DEPENSES MAXIMALES ?REVUES DES ENTENTES AUXILIAIRES EN VIGUEUR 

AS OF/AU 
01/01/79 

PROVINCIAL ' 
SMERE/OUOTE-
PART PROVIN-
CIALE 

	

$ 54 966 600 $ 47 778 500 	$ 7 188 100 
22 935 200 	20 641 680 	2 293 520 
4 910 080 	4 419 072 	491 008 

68 000 000 	SI 000 000 	17 000 000 
101 160 000 	88 244 000 	12 916 000 

6 385 000 	4 000 000 	2 385 000 
11 761 000 	10 584 900 	1 176 100 
22 097 000 	19 662 300 	2 434 700 
12 458 000 	11 212 200 	1 245 600 
13 264 600 	11 938 140 	1 326 460 
16 341 300 	14 707 170 	1 634 130 
14 580 000 	13 122 000 	1 458 000 

19 838 000 	15 870 400 	3 967 600 
109 706 300 	79 997 000 	29 709 300 
25 835 400 	19 265 000 	6 570 400 
48 21"7 000 	29 980 000 	18 237 000 
16 289 000 	13 031 200 	3 257 800 
5 000 000 	2 500 000 	2 500 000 

60 537 500 	36 142 000 	24 395 500 
13 750 000 	11 000 000 	2 750 000 
19 500 000 	15 156 000 	4 344 000 
24 875 000 	19 000 000 	5 875 000 

OTHER/ 
AUTRES 

70 
30 
7 

51 
4 

14 
11 
56 
95 
34 

NEW BRUNSWICK/ 
NOUVEAU-BRUNSWICK  

Forestry 
Industrial 
Kent 	gion 
Saint John 6 Moncton 
Planning 
Tourism 
Minerals 6 Fuels 
Highways 1977-80 
Mortheast 
Agricultural  $2  

QUEBEC 

629 000 
227 750 
751 000 
200 000 
875 000 
743 000 
313 125 
000 000 
500 000. 
622 500 

56 023 200 	14 605 800 
24 182 200 	6 045 550 
6 200 800 	1 550 200 
35 840 000 	15 360 000 
2 437 500 	2 437 500 

11 794 400 	2 948 600 
9 050 500 	2 262 625 

42 000 000 	14 000 000 
67 175 000 	28 325 000 
27 698 000 	6 924 500 

Axes routiers 	448 
Foréta 	 138 
Infrastructures ind.137 
Agriculture 	 103 
Minéral 	 '28 
St-Félicien 	.298 
PICA 	 13 
Assainissement 	200 
Tourisme 	 76 
Equipementa publics 34 

ONTARIO 

775 000 	205 505 000 	243 270 000 
333 000 	83 000 000 	55 333 000 
670 000 	82 602 000 	55 068 000 
266 000 	61 960 000 	41 306 000 
600 000 	17 160 000 	11 440 000 
000 000 	30 000 000 	20 000 000 	$248 000 000 
292 000 	7 975 200 	5 316 800 
000 000 	120 000 000 	80 000 000 
000 000 	45 600 000 	30 400 000 
876 000 	23 261 000 	11 615 000 

Northwestern 
Northeastern 
Single-Industry 
Community  I Rural 
Forest 

MANITOBA 

Mineral 
Northlanda 
Industrial 

SASKATCHEWAN 

Steel 
Planning 
Qu 'Appelle 
Agribition 
Interim Mineral 
Northlands 

ALBERTA 

Nutritive Processing 
1976-79 Transpo 
North 

BRITISH COLUMBIA 
COLOMBIE-BRITANNIQUE 

1976-79 Highways 
Coal - 1977/78 
Industrial 
Agricultural 
Travel 

50 888 650 
28 996 650 
19 798 400 
9 456 650 
82 236 500 

8 500 000 
138 749,000 
44 000 000 

182 800 000 
2 600 000 
33 /00 000 
1 700 000 
2 469 500 

127 000 000 

17 000 000 
30 000 000 
55 000 000 

30 000 000 
10 000 000 
70 000 000 
86 750 000 
50 000 000 

25 444 325 	25 444 325 
14 498 325 	14 498 325 
10 205 000 	9 593 400 
4 728 325 	4 728 325 

41 118 250 	41 118 250 

4 250 000 	'4 250 Od0 
96 009 000 	42 740 000 
26 400 000 	17 600 000 

	

35 000 000 	10 000 000 

	

1 300 000 	1 300 000 

	

17 960 000 	15 740 000 

	

850 000 	850 000 

	

1 234 750 	1 234 750 

	

87 000 000 	40 000 000 

8 500 000 	8 500 000 
15 000 000 	15 000 000 
32 500 000 	22 500 000 

15 000 000 	15 000 600 
5 000 000 	5 000'000 
35 000 000 	35 000 000 
30 000 000 	30 000 000 
25 000 000 	25 000 000 

137 800 000 

26 750 000 

TOTAL ACTIVE/ 	• • 
en vigueur: 	Si 668 225 605 $2 053 814 337 $1 201 861 268 	$412 550 000 



APPENDIX B 

SUMMARY NOTES 

OF 

INCENTIVES TO INDUSTRY IN CANADA AND AVAILABLE 

TO BOTH CANADIAN AND NON-CANADIAN INVESTORS 

(Source: Foreign Investment Review - Autumn 1978) 



Incentives  to industry 

The following is a regularly updated list of 
the major incentives to industry offered by 
the federal and provincial governments 
and available to both Canadian and non-
Canadian investors. To qualify, companies 
must be incorporated in Canada. 

FEDERAL GOVERNMENT 
INCENTIVES 
Note: a number of programs which are 
cost-shared and jointly administered by 
the federal and provincial governments 
are listed only under Provincial 
Government Incentives. 

Department of Industry, 
Trade and Commerce 

Enterprise Development Program (EDP) 
The program assists eligible 
manufacturing and processing firms to 
become more viable and internationally 
competitive through grants and loans. The 
grants are to help firms to develop 
proposals for project assistance, study 
market feasibility or productivity 
improvement, procure industrial design 
services, and develop or introduce new 
technology. Loans or loan guarantees 
assist restructuring or rationalization. 
Fürther grants or loans are also available 
to help firms to meet special problems or 
to further specific government objectives. 
Contact: Enterprise Development Board, 
Department of Industry, Trade and 
Commerce, 235 Queen St., Ottawa, 
Ontario, Canada K1A OHS. 

Small Businesses Loans Act 

Guarantees loans up to $75,000 from 
approved lenders to proposed or existing 
businesses whose actual (or estimated) 
gross revenue is up to $1 million. Contact: 
Small Business Loans Administration, 
Department of Industry, Trade and 
Commerce, 235 Queen St., Ottawa, 
Ontario, Canada KlA OHS. 

Machinery Program 

This program provides for remission of 
import duty on types of machinery not 
manufactured in Canada, when the 
importation of such machinery is vital to 
an enterprise. Contact: Machinery and 
Equipment Advisory Board, Department of 
Industry, Trade and Commerce, 235 
Queen St., Ottawa, Ontario, 
Canada K1A OHS. 

Agricultural and Food Products Market 
Development Program (AGMAP) 
Financial assistance to develop domestic 
and export markets for agriculture and 
food products. Contact: Program Unit, 
Agriculture Fisheries and Food Products 
Division, Department of Industry, Trade 
and Commerce, 235 Queen St., Ottawa, 
Ontario, Canada K1A OHS. 

Other Programs 

Financial assistance programs are also 
available for shipbuilding, defence 
production, fashion design, grains and 
oilseeds marketing and for export market 
development. Contact: Department of 
Industry, Trade and Commerce, 235 
Queen St., Ottawa, Ontario, 
Canada KlA OHS. 

National Research Council 

Industrial Research Assistance 
Program (IRAP) 

Shares cost of selected research projects. 
Contact: National Research Council, 
Montreal Road, Ottawa, Ontario, Canada 
KlA OR6. 

Pilot Industry/Laboratory Program (PILP) 

Provides shared-cost research between 
NRC laboratories alici industrial firms. 
Contact: National Research Council, 
Montreal Road, Ottawa, Ontario, Canada 
KlA OR6. 

Department of Regional Economic 
Expansion (DREE) 

Regional Development 	 • 
Incentives Program (RDIP) 

The program provides grants and loan 
guarantees to foreign and Canadian firms 
undertaking ventures in designated 
regions in all provinces under the 
Regional Development Incentives Act. 
Incentives are provided principally to 
manufacturing or processing operations 
and loan guarantees are also available to 
certain new service facilities. The 
Montreal Special Area designated under 
the DREE Act is eiigible for grants in 
certain manufacturing or processing  • 
sectors. COeltaChIndustrial Incentives 
Branch, Departxnent of Regional Economic 
Expansion,  200 Promenade du Portage 
Hull, Québec, Canada KlA  0M4.  

Federal Business Development Bank 
(FBDB) 

Provides financial assistance to business, 
particularly small business, in the form of 
loans, loan guarantees, equity financing 
or leasing. Management services are also 
available to small businesses. Contact: 
Federal Business Developnient Bank, 901 
Victoria Square, Montreal, Quebec, 
Canada H3C 3C3. 
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program oriented to small businesses. 
Contact: Department of Commerce and 
Development, P.O. Box 6000, Centennial 
Building, Fredericton, New Brunswick, 
Canada E3B 5H1. 

New Brunswick Provincial 
Holdings Limited 

Will take ah equity position in 
manufacturihg companies locating in New 
Brunswick. Contact: N. B. Provincial 
Holdings Ltd.,  P. 0.  Box 6000, Centennial 
Building, Fredericton, New Brunswick, 
Canada E3B 5H1. 

Research and Productivity Council 
Provides technical supporter services for 
industry in New Brunswick, including 
engineering and problem solving, 
industrial research and development, and 
management consulting, on a 
cost-recovery basis. Contact: N.B. 
Research and Productivity Council, 
College Hill Road, Fredericton, New 
Brunswick, Can.  ada E3B 5C8. 

NEWFOUNDLAND 

Newfoundland and Labrador 
Development Corporation 

This joint federal-provincial corporation 
provides equity and loan financing up to 
$2.5 million for establishing or expanding 
small and medium -sized businesses. 
Contact: Newfoundland and Labrador 
Devèlopment  Corporation, P.O. Box 9548, 
44 Torbay Road, St. John's,  • 
Newforindland, Canada A1A 2Y4. 

Provides financial assistance to 	. 
manufacturers or 'processors, normally in 
the forni of a loan guarantee or direct 

Adininistersa joint federal- 
provincieintérest-free forgiVable loan . 
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PROVINCIAL GOVERNMENTS 
INCENTIV.ES' 

ALBERTA 

Alberta Opportunity Company .  

Provides financing fôr Alberta 
manufacturing and service businesses 
through direct loans or guarantees of  • 
loans for fixed assets or Working capital 
when funding is not available from 	, 
conventional lending InStitutions. 
Contact; Alberta  OpportUnitY Company, 
Box 1860, Ponoka, Alberta, Canada 	 •  

TOC 2H0. 	• 

Canada-Alberta Subsidiary Agreement on 
Nutritive Processing Assistance 

The maximum  grant under thiS program is 
35 per cent of the total Capital required to 
build or expand a facility. The grant is 
restricted to, nutritive proceSsing 
operations in which raw or semi-
processed products are,physically or , 
chemically altered, processed, or refined 
or made more marketable as nutritional 
products for hùmans, animals, or plants. 
The grants are aVailable for operations 
anywhere in Alberta except Edmonton and 
Calgary. Contact: Executive Director, DREE 
Program,' Agriculture ,Building, llth floor, 
9718 — 107th St., Edmonton, Alberta, 
Canada T5K 2C8. 	 , 

BRITISH-COLUMBIA  

Canada. It also provides a market 
development assistance prograrn, a 
technical assistance program, a small 
businesses,assistance program and a  • 
business information service on the 
availability and source of various forms of 

, financial and other assistance to business. 
The new business service provides 	 • 

counselling and information about 
government regulations. Contact: 
Business and Industrial Development 
Branch, Ministry of Economic 
Development, Box 10111, 700 West - 
Georgia St., Vancouver, British Columbia, 
Canada V7Y 106. 

, „Manitoba DepartMent àf 
IndustrY and Commerce 	 • 

.The Feasibility Studies Incentive Program 
assiSts rnànufacturing and processing 
industries with shared-cost feasibility 

' studies ohestabliShing or expanding 
:rhan.ufacttiring. The DREE Application 
Incentives Program provides shared-' 

.,cost aSsistance td employ outside 
.consultants in  the  préparation of . 
applications to the federal government's 
Departmehtof Regional Economic 	 • 

• ExpansiOn programSfor thé establishment 
. or expansion of manufacturing facilities. 
, The Productivity Improvement Program 
•.:proVidés .shared-cost assistance to identify 
,,..problems and obstacles to growth. The 

'MaripoWer Development Assistance 
PrOgram provides costsharing 
rhanpow,ér deveropmeht programs. 
.ContaCt:Oepartment of -Industry and : 

, . , COMmerce, , 155 Carltôn St., •WinniPeg, • 

. 'Manitoba; Canada R3C 3H8. 

.NEW-BRUNSWICK  

New Brunswick  Indtistrial 
Development Board 	 • 

NOVA SCOTIA • 

Industrial Estates Ltd. 
Industrial Estates Ltd. is a c'rown 
corporation for thé development of 
secondary industry in Nova Scotia. 
Long-term loans on 20-year first 
mortgagés,on 100% of the cost of new 
land and  buildings  ofseçondary 
manufacturers and up  to 60% financing of 
new machihery with 10 years to repay. 
Minimum loan financing available under 
this program is $150,000: Contact: 
industrial Estate$ Ltd, 5151 George St., 7th 
floor, Halifax, Nova Sccitia, Canada 
B3J 1M5. Also 
:Indiistrial•bevelépment Manager, 
Industrial Éstates Limited, Niederkasseler 
KirchWee95, 4000  Düsseldorf  11, 

' Germany. 

Nova Scotia Department of Development 
The Nova Scotia Department of 
Development is responsible for the 
development of bu`sinesses and 
industries. It offers loans to primary 

•' industries, tourism, and fishing through 

British Columbia 
Development COrporation 	 , 
The corporation provides finanCing in the 
form of term loans, loan guarantees,, • 
Performance bonds, deficiency 
guarantees, leasing of buildings and 	' 
machinery, and in speCial cases, equity... 
While thére IS no limit 'on the amount of 
funds the corporation may.Provide; in , 

large scalç projects it prefers to provide 
assistance ih conjunctioh With other 1. 
financial ihstituticins. BCDC provides 
serviced land on a sale or lease basis to '• 
seCondary mahùfacturing and related ' 
service industries". Land is available. 	, 
through thé land development diVISIOn. 
BÇDC acts as project manager Of large 

,capital projects in British Columbia. 
Contact: .  British COlumbla Development r . 	 _ 
Corporation, 272,Granville Squarea^^ ' 
Granville St,, Vancouver,  • British 
Columbia, Canada V6C 1S4. •' 

Ministryof Economic Déveloprnent •  

The bùsiness development Program 
provides  assistance in Marketing British 
Columbia-manufactu red' Products outside 
the province by providing financial' 
support to busineSSes toparticipaté 
trade shows and trade  missions  oùtside 

MANITOBA  

Manitoba Research Council 	, 
Industrial Development Assistance 
provides shared costs and technical 
assistance for research and development 
of new or improved products and  • 
processes. The Council's Canadian Food 
•Products Development Centre and 
Canadian Health Industry Development 
Centre provide advice, in-plant assistance 
and laboratory prototype work for food 
and feed industries and for products and 
deviees in health care respectively. 
Contact: Manitoba Research Council, 155 
Carlton St., 5th floor, Winnipeg, 
Manitoba, •Canada IZ3C 3H8. 
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the Nova Scotia Resources Development 
Board. The department also has programs 
of assistance specific to marketing, 
management development, product 
design and developrnent and opportunity 
identification; as well as a rural industry 
pr'ogram offering capital grants to . 
businesses wishing to expand, establish or 
modernize outside Halifax-Dartmouth. An 
industrial malls program encourages new 
small businesses and industries with 
rental and other assistance in the first year 
of their existence. There are other 
programs offered by departments of 
agriculture, lands and forests, tourism, 
labour, fisheries and education.  which may 
be relevant to businesses and Industries. 

Contact: Nova Scotia Department of 
Development 5151 George Street, Halifax, 
Nova Scotia B31 1M5. 

ONTARIO 

Ontario Development Corporation 
Programs include: industrial mortgages 
and leasebacks, export support loans, 
venture capital loans, pollution control 
equipment loans, loans to small 
businesses, tourist industry loans, and 
incentive loans to encourage industries to 
locate or expand in slow-growth areas of 
Ontario. Contact: Ontario Development 
Corporation, Mowat Block, 3rd floor, 900 
Bay St., Toronto, Ontario, 
Canada M7A 2E7. 

Ontario Industrial Training Program 

Assistance for training programs to 
companies locating in areas where such 
programs will help improve employment 
opportunities. Contact: Ministry of 
Colleges and Universities, Industrial 
Training Branch, Mowat Block, 900 Bay St., 
Toronto, Ontario, Canada M7A 2E7. 

Retail sales tax exemption for production 
machinery and equipment 

A retail sales tax exemption is granted to a 
manufacturer or producer who purchases 
machinery and equipment which alters 
the goods in process as well as a wide 
variety of mining, logging, waste removal 
and pollution control equipment and 
other types of machinery. Contact: 
Ministry of Revenue, Retail Sales Tax 
Branch, Queen's Park, Toronto, Ontario, 
Canada M7A 1X9. 

PRINCE EDWARD ISLAND 

Industrial Enterprises Incorporated 

Provides assistance for capital 
expenditures in the form of first mortgage 
loans on real estate and/or equipment. 
Also provides serviced lands and facilities 

in industrial parks at attractive rates and 
flexible terms. Contact: Industrial 
Enterprises Incorporated, West Royalty 
Industrial Park, Charlottetown, Prince 
Edward Island, Canada C1E 

P.E.I. Department of Industry and 
Commerce 

The Industrial Assistance Program 
provides assistance in the form of 
forgivable performance loans to 
manufacturing and processing 
businesses. Where the maximum capital 
expenditure is $25,000, eligible businesses 
may receive a maximum forgivable 
performance loan of $12,500 or 25% of the 
total capital cost and up to $2,000 for each 
new job created. The Service Sector 
Assistance Program provides assistance to 
primary resource industries and/or 
secondary manufacturers and processors 
to purchase new, used, or reconditioned 
equipment and machinery. It also assists 
in.the financing of construction or 
renovation of production facilities. For a 
maximum capital expenditure of $60,000, 
the amount of forgivable performance 
loan would be 25% of the approved capital 
costs to a maximum of $30,000 and up to 
$2,000 for each new full-time job created. 
Financing for these programs is on a joint 
federal-provincial basis. Contact: 
Department of Industry and Commerce, 
P.O. Box 2000, 180 Kent St., 
Charlottetown, Prince Edward Island, 
Canada C1A 7N8. 

QUEBEC 

Quebec Industrial Development 
Corporation (QIDC) 

QIDC offers financial assistance to 
manufacturing projects in compliance 
with the industrial policies of the Quebec 
Ministry of Industry and Commerce. 
Long-term financing of capital costs, 
reduced rates of interest and shared 
equity in manufacturing projects, are 
available. These forms of financial 
assistance are offered to most sectors of 
industry in Quebec by QIDC together 
with direct government grants offered by 
DREE's specially-designed zone in 
Montreal. Contact: Quebec Industrial 
Development Corporation, 1126, Chemin 
Saint-Louis, Room 700; Sillery, Quebec, 
Canada GIS 1E5. 

Quebec Ministry of Industry and Commerce 

An industrial financing fund to encourage 
the development of small plants through 
fiscal abatement at the accrued rate of 25% 

An industrial financing fund to encourage 
the development of small plants through 
fiscal abatement at the accrued rate of 25% 

products are supported by interim 
financing. The ministry also contributes 
financially to the organization of trade 
tnissions, feasibility studies and market 
surveys, promotes manufacturing under 
foreign licenses, conducts regional labour 
surveys, and studies problems related to 
industrial productivity, at the request of 
potential investors. The ministry maintains 
permanent economic delegations in New 
York, Boston, Chicago, Dallas, Los 
Angeles, Toronto, Brussells

i 
 Dusseldorf, 

London, Milan, Paris, and Tokyo. Contact: 
Quebec Ministry of Industry and 
Commerce, IndUstrial Promotion 
Directorate, Place Ville-Marie, Suite 2300, 
Montreal, Quebec, Canada H3É3 3M6. 

SOQUEM, SOQUIM, SOQUIP, 
SOQUIA, RÉXFOR 

These Quebec government-owned 
societies are involved in financial 
participation in joint ventures with 
Canadia'n or foreign private sector 
investors in the mining sector (SOQUEM), 
oil and gas (SOQUIP), agriculture and 
food industries (SOQUIA) and forestry 
(REXFOR). Contact: Quebec Ministry of 
Industry and Commerce, Industrial 
Promotion Directorate, Place Ville-Marie, 
Suite 2300, Montreal, Quebec, Canada 
H3B 3M6. 

SASKATCHEWAN 

Saskatchewan Economic Development 
Corporation (SEDCO) 

Provides mortgages up to 20 years, loan 
guarantees, venture capital and industrial 
land for lease or sale. Contact: 
Saskatchewan Economic Development 
Corporation, 1106 Winnipeg St., Regina, 
Saskatchewan, Canada S4R 6N9. 

Department of Industry and Commerce 
The department of Industry  and  

Commerce offers a multitude of 
development programs to assist 
manufacturers and processors located in 
the province. These include: the Aid to 
Trade Program for manufacturers who 
wish to extend their market areas through 
promotion; the Product Development 
Program to help develop new products 
and special processes, to improve 
products and to finance tests; the 
Management Development Program; the 
Small Business Interest Abatement 
Program and the Small Industry 
Development Program. These programs 
provide assistance up to 50 per cent of 
approved costs, except for the latter who 
provide forgivable loans, according to 
region and population, and abatement 
grants.  Contact: Saskatchewan  
Department of Industry and Commerce, 
Power Building, 7th floor, Regina 
Saskatchewan 54P 3W . 

annually and a tax rebate to encourage 
regional industrial development for the 
general industrial sector is available in 
addition to QIDC development assistance 
programs. (See listing above.) The costs  of 

 exporting Quebec-mantlfactured . 
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