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Introduction

The first part of this report deals with the question’
of regional develeopment in the Camnadian centext. Pirt two
li s’ .
concerns the sharing eof powers between the federal and provincial

goveraments.

.ln part three, the terms and conditions of federal-
provincial co-operation are examined in the light of the many
regional development pregrams implemented by the Canadian
government since 1961, The current co-operation formula, under
vhiéh.the federal and provinciul governments ;13n ggneral

’ |

development - agreements iuthorizing joint interventions, has been

developed over the years.

The' last part of the repo%t is devoted to other federal
programs} some of which are designed specifically to benefit slow-
growth regions, These programs involve either a redistribution
of federal funds in the ferm of transfers or the regionalization
of federal measures or expenditures. Therefqre. ttey remain

inseparable from regional development policies as such. ”



REGIONAL DEVELOPMENT

. Since the beginning of Cbnfédéfation 1n 1867, federal and o

- provincial ndministrations have unsumed relponsibility for the care

and development of Canada's regions; Over the yeéars, najor lctivitiesv
have been undertaken primarily in response’ to geographical fnctors
which posed a problem to gerrnmengs in their nftempt to bujld . a’

nat ional ecdnomy. While trade barriers against the movement of goods

- were taken_doﬁn when Cdngda became a nation, physiéal’pbsctncles

* remained. Disténces (5,000 km from east to‘ﬁesé),’.urfuce area

(more than 10 , 000, 000 kam ), natural obstacles (lnov. Iountlins,

tundra) and harah clinatic conditionl are .11 aspects of Clnnda s

unique geography. Even ntter eleven decades of rnpid pOpulatlon

grouth lens than 10% of the national territory has becn pernnnentlv

‘settled, It was inevitable that the process of uniting the Canndian

veconomy “An an integrated trade. netvork uould depend ‘on the develop»

ment and specialization of Canada’ s regions according to their
natural assets as well as.on the éuiabiilhment_of an autonomous
network, of communications from:coapt to coast. . The 1ntegré£éd

dévelonment of theﬁgconomy and Canadian society éontfnues fo‘be the:
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basis for strong measwres in samy region of the country capable of
contributing to the presperity ef the nation as a whole. For example,
the development of Canada's nerthern regions has become a key component

of federal and provincial development policies.

The wide dissimilarities in the country's landscape, the
unequal distribution of.exploitnble patural resources and the
distances separating communities from markets were to create different
development conditionms {F each regien. During the nineteenth century,
economic grewth in the Atlantic regien (Nova Scotia, New Brunswick,
Prince Edward Island and Newfeumdland which joinéd the CanadianA
Confederation in 1949) was largely dependent on markets in England,
the United States and tﬁe West Imdies. After Confederation in 1867,
exports to these markets declined. Furthermore, this region's ties
with and imvolvement in the Canadian economy were.jeopardized by tﬁe
distance separating it from the expanding markets in central Canada
and by its comparative lack of resources. Today, the pobulntion of
the Atlantic provincea accounts for 9.5Z of the Canadiﬁn toénl of 23

million.

Quebec amd Ontario, by far the mest 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 watérwnys 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 clese proximity to the industrialized New England
and midwestern states im the US, these two provinces were in the .
best position to embark em the roni‘to 1nduotrializgtibn lnd-attrdﬁt
immigrants from Furope and the Unmited States., Today 63% of all
Canadians live in these twe provinces - 562 in Ontario lﬁd 27i in
Quebec ~ and 587 of the natien's pepwlatien is concenttatéd in a.
zone bounding on.thc US berder te the seuth and stretching approx-
imately 1,000 km frem Quebec City in the east to Sault Ste H;rig, N

Ontario, in the west.



West of Ontario; the Prairie region (Manitoba, Saskstchewan
and Alberta) forme'e vsst confindous plain that extendsAopproximstely'
1,500 km ano 1s well suited to grain growing, livestock raising and,
since World War 1I, the exploitation of oil and netural gas'reserves

" which -abound 1ﬂ,tﬁe northwestern'part of the region. “The soil ie also a
rich.in potash and rare minerals. The developmont potential of ;he:
three provinces is unequalj :A;berts, with its oil resoeroes,:ie one of

‘ tne_ricnest provinces- in tne'conntry. Afhis region‘contains,16é-ofr

Ceneda‘s population.

British Columbia lies to the extreme weet beyond the Cenndian
cordillers renge (the Rockies) and atretches to the Pscific Ocean. .It
has the best climatic conditions in:the country. "With its wealth of
resources, British Columbia ranks flrst among the provinces in forestryr
producrion. Some . of the best fruit-growingverese of:ohe coun;ry‘ere

‘ locered in rhe.interior velleysfin'rhe eouthern nert of the province,
'wnile_there ere significant mineral deposits in the northern region.
The population- of Brieistholumb;a,accounte’far lli of'the.cenadien

total..

North-of tne 60th parallel lie two territor;es edminiateted by'
 the federaltgovernmentg .tne Norrhwest Territoriee and rhe Yukon. ' This
region covers 402 of the totsl ares of Canada and its popolarion{numoers
less than 60,000. A high percentage bf the beople ere;of Indian orllnnit
origin. Hineral resources abodnd‘ but they. have been expioited rery -
lirtle; The recent discovery of major oil nnd natural gaa reserves in
the Mackenzie delta and offshore in the’ Arctic Ocean lhould leed to

grndusl development of this region during the coming years

It wss inevitable that sooner orylater the‘unéqunl economic

‘potentiul of the Canadian provinces would cause financinl tenlion uithin i

 , the provincinl administrntions lnd between the federal and provincial
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governments. As we will see later, the functiens devolving upon the provinces
under the British North America Act wers destined to gain in importance

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

nation. Economic disparities among the provinces quickly surfaced in the
realm of public finances. The bea;;hicr provinces could offer thelr citizens
a large number of quality public services in the-gpheres undet their
jurisdiction such as education, health social welfare and natural

resources development. Hovenc:. the poarer ptcvinces were unable to

offer equivalent services or pepefits witheut requiting more money of

their taxpayers and thereby jpopatdilin‘_ghe gtowth of their economies.

After World War I, provincial government expsnditures increased rapidly,
largely because of the provinces' respsimdbilities in eociél’natters.

As a result of the 1ntensity of the ecohonic crisis during the thirties,
provincial and municipal finances were forced to carry the double burden

of a marked increase in unemploymenc relief benefits and an. unpteceden:ed
drop in tax revenues. ‘Under these cigculntances the federal government

wasg obiiged to previde assigtance to the provinces which uere~hardest

hit and attempt to set them_pn the road to'econonie recovery throﬁéh

grants or loans. In 1937 a koyal Commigsion on Dominion-Provincial .
Relations was eet up~éo cerry out an 1n;aepth study of the nature of

fiscal disparities among the provinces and to propose solufions to the '

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

1939, however, discussions eere interrupted by WOtid War II and further
study of possible reforms wae postponed. Delpite;eve;fthing. the‘fedéral
government initiated~un unemployment insurance ane old-age -ecurityfprogeim in
1960. thereby relieving the ; provincial treenuties of thia finlncill burden.

It was not until 1957 that reliei measutes were inttoduced to bolater.

revenues of provincial |overnnontl and provide them with - greltet financial

means. These measures took the form of gquali:ation paymen:s by the
federal governmen: to the provincial governments and ahated—cost prograas

in the field of social lecurity.




This rediatribution of funds levied across Canada in order to
assist provincial governments made it poaaible to lessen the fiacal
imbalances created by disparities in the relative size of the various
provinces' tax bases. However, rediatribution‘of funds does not tackle
vthe root of the problem - the difference in per capita.income trom
province to province. Disparity of this kind exists not, only among
the provinces but, to a much greater extent, within each province aa well.

.Income disparities among the provincea have fluctuated conaiderably
. B during the past fifty years. Despite this, the per capita income of
Canadians has slowly balanced out since the beginning of. the fiftiea
through the combined effect of out—migration to the more proaperoua
- provinces and the general riae in the personal income level in the
provincea while thia increase tends to reduce income imbalancea, it
. ’: ‘ also leads to high unemployment rates in certain provinces where out-migration
L | 18 more or less equal to or lower than in—migration._ The resulting
- unemployment ahows that the country s resources are not being utilized B
"to their full, potential. At the same time, the fact that people are
‘ moving to the rich provinces could ultimately jeopardize the future of the
regions and provinces where the population is declining.- The regional
‘development policiea which the federal and provincial governments
i ‘have been implementing since the early sixties are aimed at countering

or slowing down this process

‘Aside from regional programa. the federal government adminiltera
national programs intended. for the entire population of Canada. regardless
of region. However. in so far as - the-e Programs and the expenditurea f

involved lend support to activitiea and functiona of greater -agnitude

and scope in the wealthy provinces. they will'lead to greater diaparity.
" For’ example. the federal government has been accused of implementing
Lo ) ' ) . economic deveIopment or ltabilization policies which, under a cover’ of
. ' v complete neutrality toward the provincea. in effect benefited the ‘\ ! f

wealthier regions becaule they were better aituated or were in ‘a betterf”
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position to turn national pelicies to their advaniage. Faced with
this situation, it can atxempt, where femsible, to adjusf or regulate
these policies according to the econemic conditions prevailing in each

province or in certain regions.

DIVISION OF POWRRS BETWEEN
THE FEDERAL AND PROVINCIAL GOVERNMENTS

The Canadian federal state hecame a reality with the passage
of the British Ncrtﬁ America Act in 1867. Fashioned from the geQenty-tdo_
resolutions drafted by the Fathers of Confeder#tion in 1864, the Act
provided for the union.of four provinces - New B;unsuick, Nova Scotia,
Ontario and Quebec -~ in one dominien to be called Canada. It was
understood that other provinces or territories could enfgr Cpnfed;rltlon

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

. vast territorigs,of the Hudsen's Bay Company, the province of Manitoba

joined the Dominion. Brit}sh Columbia entered Confederation in 1871,

and Prince Edward Island did so in 1873. Alberta and Saskatchewin followed *

suit in 1905. Newfoundland joined in 1949. At present, Cnnada~cqubrileb

ten provinces and two territories administered by the federal government.

Under the British North America Act the federal system became:
Canada's political structure., This type of government met the needs

expressed by the founding provinces in dilcussiﬁns and agreements -between

. their delegates, the Fathers of Confederation, and was’}imed not only at

safeguarding regional interests but also at protecting the linguage and

cultural rights of  Canadians of French origii\:u’L welfare o

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

government, important provisions of that document deal with the divilioniﬁf



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 ﬁritish Norcthmetica Act has the
power to disallow provincial legislation, tnia power has.notpbeen exercised
in recent years. Hence, each provinéial government is as sovereién as cheA

federal government, when acting within its sphere of power.

":he prinary.lcneme bgithe‘distribution of powers:was to grant to the
federal government jurisdiction over all'aubjects.of general or national
concern while giving to provincial legislatures jurisdiction over all
‘ matters of a local nature. Section 91 of the BNA Act liste federal powers.
It gives the Parliament of Canada a general power to "make” 1;ws for the
peace, order and good government ‘of Canada’ and givesia 1ist of claaaes ,'
'of subjects over which Parliament hll exclusive authority uhich illuetrate'
but do not restrict the general power.' The list contains 31 claaaes of
federal powers auch as regulation of trade and commerce. defence, currency,
"raising noney by any mode or system of taxation, poatal aervicea, navigation
and shipping, weights and measures and criminal law. Section 92 aasigns

to the provinces the power to legislate re;arding direct‘taxation witnin

~ the province, the management and sale of public lands-and timoer~belonging
to the province; municipal inatitutions..lawe relating to property and :
civil rights'an&'all uatters of a merely local or private'nature. Section
95 of the BNA Act gave the federal government and the provincea concurrent o
powera over agriculture and immigration but federdl law prevaila in cases
vhere the laws of both levels of government are in‘conflict: Similarli;-'v' o - ;
concurrent pouera:exist-in respect of old age pensions anaisupplenentary':s'

benefits. including -urvivors and diaability benefits. but no federal

legialation affecta the operation of provincial lawa in thil‘field if

.a conflict occurs with provincial legialation.

0. T
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"The drafters ef the BNA Act in 1867. probably thought that such a division
of powers was so definite and precise that no future difficulties would
arise in deciding what subjects were under federal legislative comtrol

and what subjects were under provincial legislative control, Howeyer.

the powers enumerated in Sectien 91 and 92 are not mutually exclusive and

sometimes overlap....

"pifficulty in interpreting the division of powers has also arisen as a
result of new social, techmplegical and political conditions that vere
unforeseen at the'time of Confederatien. Secial 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 provinciai gerrnments by reférence to the BNA
Act. . Canada's eﬁergence into the international community as a conpletgl&
indépendent nation, which also was not‘foreseén'in 1867, required an
allocation of regponsibi;it& for new concepts sﬁch as lviatiog, broadcasting
nnd‘cicizenship between the two levels of goverﬁment or in some cases tb.

one or another go@ernment.

"One aignificaﬁt outcome of the allocation of_ﬁowers 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 gocial services such as hospitals and schools as well

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

expenditure of public funds. Hewever, chansing'demﬂndﬂhéf'l°¢i!ty and
the entry of gevernment inte the field of nociplzyelfi;eilgd~tq fﬁe
expenditure of large sums, The previnces have éowet to levy direct
taxation within the province for provincial pufpoueé while the fédéi;i

government has a broader authority te levy taxes by 'jny means -of

taxation'. The federal gevernment has therefore substantial tax resources.

11



While the ptovinces have reaponaibility for many costly public
institutions they often do not have the necessary financial resources.
In order to‘redress this,'nunerous.federal-provincial tax-aharing
“L agreements and shared;cost programs have been entered into byvthe

;.federal and‘provincial:governments. $uch agreementa were not, of

- cotirse, anticipated by the original drafters oﬁ}the.BNA:Act, Never—
theless these agreements have resolted in new constitutional arrange-
ments and techniques for dealing with federal-provincial economic relations

and have come to be known collectively as co—operative federalism' "1

PROGRAMS AND TYPES OF FEDERAL-PROVINCIAL
CO-OPERATION "IN REGIONAL DEVELOPHEM
- The previous section'not_only considered‘the.division of
-powers between: the federal and provincial governmenta- it’alao*deacribed
the problems that federal—provincial relationa present in areas where

the two levels of ‘government: posaess concurrent powere. Regional

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

. the federal government haa assumed responsibility for developing the
"-national territory, notably by backing the construction of the trans-
continental railwav networh;’settling and developing:the Canadian '
Prairies;‘implementing its national‘induatrialiration policv and so on.
The size and apecific nature of the Canadian regional problem requires
certain recovery and development measures that only a central government
‘can undertake with aome-chance of success: integrating the Canadian )
.economy, lessening fiacal diaparitiea between the provinces, reducing

-socio—economic inequalities and regionalizing nation-uide programs.m

-1 Statiatica Canada, Canada Yearbook, 1976 1977 Department o£ Supply

and. Services, Ottawa, Canada, 1977, pp 50-51.

12
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However, the previncial gevernments have full jurisdiction
over: the exploitation of the natural resources on their -territory,
which in the beginning acceunted for a large percentage of their
revenues; the developmemt of provincial infrastructures; ind the
establishment and distribution of development-related public lerviceg
through their municipaljties. Thus any federal involvement in.these
areas requires the co-eperation of the provincial autﬂorities.. It
goes without saying that it is in the interest of all the provinces

"to participate in deweloping the national economy. Nevertheless,
regional development activities call 1ntolplay a.great number of
objectives nnd,requirgnents on which both levels of governments

must agree before priorities for joint activities can be‘éltlblilhed;_

This situation has given rise to various m_echanimé for
co-ordinating and assigning the fiiunciql reaponsiﬁilitieu involved
in regional development, In this connection, it is péqsiblg'to .
envia&ge various federalw-provincial ce-eperative fornglan for planning -
and implementing development programs, For‘exlﬁpleg oneAle§el of
government could act alone in an area under its jurihdictioﬁ, or the ;
two léQels could work together to fermulate and carry out regional
development policies regardless of their uﬁecific jurisdictions.
Betweeh these. two ex;rlmes there ;}e other:types of‘;p-operation,'
raqging ffoh ﬁere'conlultntion between the two 1q§e1Q to un.nppréaqﬁ{
where one goverrnment contribut?a financially to projects foriulated
.nnd implement;d qntircly by the ether. Througﬁ the years, Cinidnlhns
experimented with a ;hole range of mechanisms, although the ttiuﬁ is -
now toward 1ncrealed co-operltion.\ A brief look ;t.the recent history
of regional develop;ent policy vill give qun:better ﬁnde;a;;gdihg.of

the situation.

13



" behaif of the federal government, nakea five-year agreementa uith the

The introduction of regional development policies (1961-1969)

Pederal involvementlin the field of regional development
goes back to‘the beginnings of Confederation. Until the second half
of thia century it took the form of apecial measures of varying
importance deaigned to provide atimulus or to remedy particular
aituationa, auch as the remoteness of markets, drought or the
development of land under federal juriadiction or under that of o "
leveral provincial governments. With one or two exceptiong these
measures have been discarded or now exiat as integral parta of
aectoral federal or provincial programs. Such ia the caae of the
program outlined in the Prairie Parm Rehabilitation Act (PFRA) of 1935
This program, which was formulated to aaaiat Prairie farmers during
" the drought of the thirties ia still in effect and is now adminiatered

}with different terns and conditiona by the Department of Regional

’Economic Expansion.

A true regional development policy was not implemented until
the aixties. Parliament passed the Agricultural and Rural Development '
Act (ARDA) in 19861, the ‘Atlantic Development Board Act in l962 and the

'Department of Industry Act creating the Area Development Agency in_1963.'
The specific programs laid out in’these three.acts represented verv

¢ s -

-different kinda of federal-provincial co-operation, which provided the n.f'

1

basis for the mechanisms established in later years.

. o _ e D e PTOE
’ ‘Stillvin effect, the Agricultural andﬁ%uralLDevelopment

Act authorizea the federal government to participate financially in

'the development and implementation of projecta, activitiea and plana ’

for the re—eltablilhment and development of the country 8 hardeat-hit

rural-areel. -The miniater reaponaible for the program, acting on

'provincial authoritiea concerning the deaignation of impact areas. the
intended fields or sectors and the mealurea to be adopted Uaually
the provincial authorities will formulate and implement thelprojecta

'authorized under the agreement, and the federal governnent will pay

half of the cost.

4314" :




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
ruralicommunities. However, the Act ;100 authorized the preparafion
of Integrated reglonal development plans. Five such plans, covering
the Mactaquac area 1n northeastern ﬁeq ikunlwick, the Interl;ke région
of Manitoba, and Ptince'ﬁdu;id-lnlnnd. have been est#blished - four in
1966 and one in }9‘9 ~ and implemented under federal-provincial agree-
ments. The PEI plan will remain in effect until 1984; the others expired
in 1976, 1In order to finance these plans it was necessary to set up the
Fund for Rural Economic Development (FRED). The Act establishing FRED‘vas
repealed in 1969 when the Department of Regional Economic Expansion was
created, but theAﬁeﬁ Department assumed the financial comm;tments made
under the program. It should be neted that not only were these'developneht
plans impleﬁented under federal-provincial agreements but they also gave
rise to numerous mechanis;s for co-operation betvéen tﬁe federal and
provincial administratiens concerned: committees to.ldmininter and :
carry out the agreements and sectoral nubcotnittées ébmpriéiﬁg

representatives ;rom both levels of gevernment.

The activities of the Atlantic Development Board were diffe;ent.
from those of the other,p;ogrqnsz the Board dealt.exciusively winhﬁa" '
territory made up of four provinces - N§v¢ Scotia, New-Brunlvici, .
Prinﬁe Edward Inlgnd and Newfoundland - with a ﬁgpulat%on of qpo¢t tUo
million people nnﬁ offer;d the possibility ofq{ﬂvq;yemeg; iniill néctornf
It was not, like §hé‘ptevioﬁl pregrams, based on a prior agreement vith--

the provinces which defined the nature and -copé of activitien.l'ﬂovever,

15



" in fields of provincial jurisdiction, especially regardinplthe

_-eatabliehment of provincial or local infrestructures, it was neceaaary
to sign agreements’ with the provincial authorities to ensure that
implementation costs would be shared and the projecta incorporated in
'provincial programs. The provincial governments and private industry .
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 control agencies, notablv

the Treasury.Board.

l Despite ita name, the Area Develonment Agencp was lctive only
in the manufacturing sector, granting tax incentives to buaineaaes for
esteblishing facilities or expanding in declining or slow-gtowth areas. .
At first the incentives took the form of exemptions frbm federal corporationf
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. lt should

be noted in passing ‘that consultation with the provincial governmenta preceded

the designation of impact areas.-” n

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

.1969-1973

.The problem of co—ordinatingnthese various programa, which\came -
_under ueparate agencies, and the need for unified and larger-acale lction'
led to the creation of the Department of Regional Economic Expansion in i-zi
11969. This new Depnrtmenc-took over the adminiatration of:all.existing ‘
federal regional development programs "and bodies. In sdditidn*to the'
'.programs diacussed in the preceding section. there were more limited or-.

] specific measures. which had been implemented 1n precise circumstances

|
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or to deal with particular aspects of regional development. Thest
programs or measures were either: (1) incorporated as such in the
Department of Regilonal Econoemic Expansion's plan of action, (2) modified
or replaced by other methods, or (3) abelished, The first group>1sc1udéd
the agric dtural and rural development pfogram; the second, the Area
bevélopment Incentives Act, which was replaced by the Regional Development
Incentives Act (RDIA), the Atlantic Develepment Board, now the Aglantic.
Development Council, and the Prairie Farm Rehabilitation Adminisftation,”
the role of which was redirected toward methods more in keeping with
current Prairie requiremeats, such as aid to the infrastructure thfough
agriqulfural service centres; and the third, the Fundifor Rural Economic
Development and the Area Development A;ency. Other less important measures
remain in effect until the legislation or orders in counc11 1nst1tnting
them expire or until the activities undertaken‘under their authority are

ébmpléted.

The Department of Regionﬁl Economic Expansion had a new

conception of region&l development, Its primary objective was the

‘ereation of productive employment and provision of it "in areas

requiring speciallmeauures to improve opportunities for productive
employment and access to these Oppottunities . vithout excluding

such other matters over which the Parliament pf Canada has jurisdiceion
relating to economic expannion and social adjustment as are by law
assigned to the Minister" (Departuent of Regional Economic Expnnlion Act,
section 5), In carrying out this mandate, the Departmgng of Regionxl.
Economic Expansion was te rely on two major topls: the apeq}nl.lréaél
program. authorized unde% the Act creating the Dgpa;tnént. and‘the
induFtrial incenﬁivel program, which was given moreAﬁpver nﬁd leqvay:unaé;

the new Regional DeVeloﬁ-cnt Inceatives Act and iubdequ?nf“luéﬁdnenfa

17



than under the previous Act administered by the_Area Development Agency,
_Efforts were concentrated on these two mechanisms of developmeng 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 only $140 million out of total expenditures of

' SZ 123 billion to projecta financed under that program. ’

The special areas program was eet up to promote-the development o
of urban or rural centres located in regions with a significant 1ack of
productive employment. The areas were designated by federal—provincial :
agreement for periods generally ranging from four to five years, most of
the’ areas received ‘help in order to correct any ehortcomings or inadequacies
in infrastructure which could hinder their development. "During the

period from l970 to l973 20 out of a’ totel of 23 special ‘areas were

o designated for infrastructure asaistance. This type of support made it -

necesaary for the two 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
form of grants or loans, while the provinces were generally responsible

for implementing them. The designation of special areas gave rise to the
formulation of federal-provincial agreements on the development or recovery
methoda to be used in the areas and the atudies to be done. Twowcommittees
comprising representatives of the Department of Regional Economic Expansion
and the provincial authorities were formed'f the first was responsible for
'examining and reyiewing the projects authorized under an agreement and the.

aecond for monitoring their implementation.
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The industrial incentives pregram 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 lean guarantees to
companies to establish, expand or modernizé industrial activities
in designated areas, Commercial projects were eligible only for
loan guarantees, Outside the designated areas, certain special areas
becdame eligible for grants. The industrial incentives program ié'
essentially under federal government jwrisdiction, 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 te regional dévelopment

Most of the special areas agreements, which lasted four to

five years, expired in 1975, On the whele the program had been a

valuable experience which was due for evaluation. The detailed policy  _
review that DREE undertook during 1972-1975 ied it to establish a-
different approach to development and ﬁo 1mp1ement.nev mgchanisms of
co-~operation w&th the provinces. This policy reform coﬁprined‘fiye

distinct elements:

- conclusion of general development agreements (GDAs) witﬁ'fhe'
provincial governments, automatically precluding any
restriction or limitation on tﬁe choice of.territofigs.

. sectors and measures (provided theAagreeméQ:ilcoﬂgfibuteﬂ A

to development);

* = conclusion of subsidiary agreements pﬁﬁcerning_thg partiéular

activities or areas involved in a GDA;<:
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- estahlishment of developnient strategies with an
emphagis on identifying and exploiting economic

opportunities,

- greater‘participation by all federal depsrtmenta,‘-
who could become.co-signatories to subsidiary

‘ agreements in their areas of responsibility;

~ decentralization of DREE services; two-thirds 6f the
Department's personnel work outside the National Capital

Region in the Atlantic{'Quebec, Ontario and ﬁestern regions,‘

The induatrial 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 formula vas established (25

per cent of capital costs and up to 30 per cent of total salsries for

one year) snd decision—making was decentralized for inveatments smounting to
less than $2 million or creating fewer than 100’ jobs; refundable assistance
was made available under set conditions in addition to the other incentive
measures such as outright grante and loan guarantees. However, the special

v areas agreements were not reneved, and when the sgricultural and rural '
Vdevelopment agreements expired in 1975 only four provinces opted in favour

of drawing up,new ones.‘

The general development sgreements outline s atrategy,for development
in terms of objectivea snd activity priorities which the federnl nnd provincisl
governmenta must jointly endorae. In 1974 the Department of Regional Economic.
Expansion concluded ten-year GDAs with all the provinces except Prince Edvard
.Island where, as mentioned earlier a province-wide development plsn was
- still in effect. This -began thevprocess of £ormulating;subsidiary agreements;
_the-real means of action. nhich are uaed jointly bv the'Depsrtment of" }
Regional Economic Expansion, the other federal departments concerned

and the provincial governments. It is. through subsidiary sgreementlA ;:
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that development strategies take shape, plans of action are

inplemented 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 gemeral development agreement, the two levels.
of government seek to meet ene of the following objectives: follow
up any development opportunities which cannot bear fruit without

special intervention by government; fill any gaps or rectify any

. shortcomings in the economic measures deemed essential to devglopment;

or provide a given special area with all facilities or.nate:ial»neané
necessary for its development. The choice of activities arises from
the ;hreefold.desire.to (1) identify and (2) pfomote development

opportunitieé_and (3) to speed up exploitation of thoaé_opportunities.

The number and diversity of the fields coveréd'by a subﬁidilty
agreement are limited only by the GﬁA. Of variable durqcion‘ subsidiary
agreements can concern a particular sector or bus;pess;or a specific area,
consider one or more aspects, and p%opone a broad or narrow :agge ofv
measures., The fatg of federal gove;nment finagcial participation varies
from province to province in accordance with provincial gconomié
disparities. Thus in provinces where the per capita income is .eﬁugl
to or above the national aver;ge, funding of activities is'lharedvgqually
between'the.fedcral and previncial ;overnmenf;tl:?his in the»calé for
OnCArio, Alberta and British Columbia. However, fedérai finnnciai.'

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 Newfoundlsad and Prince Eduurd‘lnlln&;- The ;at; of
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federalvgovernment participation.can also vary from.one'agreement to
another within.the Bame province, depending on the priority'given to
the’meaaure by either government, Although funds fromvthe‘Department

of Regional Economic Expansion make up most of the financial contribytion
(generally severairmillion'dollars‘per agreement). DREE is not>the only
federal government agency to help finance subsidiary agreementa' other
federal departments or ‘agencies also contribute by providing either
expertiae or money, as long as the measures planned and objectivea aet
are within their competence. There is no atandard subsidiary agreement
as auch. However, certain features are determined during ‘the proceaa

of formulating and proposing most agreements: objectives, duration,

the situation they are deaigned to correct or develop,vbackground, the

component parts of all projects Or programs making up the agreeaents,

the action contemplated management atyle and achedules, and the total

- budget and ita breakdown by source. (private industry, federal government ’

_and provincial government)

_Either the federal or-a provincial government can. initiate

preparation of a aubsidiary agreement.v However responaibility«for

,putting the agreement into practice, developing it and’ managing it '

at the federal level falla to the appropriate regional office of the
Department of Regional Economic Expanaion. Since its reorganization,_iv
DREE haa had four regional offices for theae purpoaes (Honcton for

the Atlantic provincea, Hontreal for Quebec, Toronto for Ontario and
Saskatoon for the Prairie provinces and Britiah Columbia) in addition

to ten provincial officea (one in’ each provincial capital) and Cwelve

>branch officea in apecific areaa.
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" better suited to provincial needs made it imperative to show greater

Consultations besween provincial governments and decentralized
services of the Department of Regional Economic Expansion as well as
discussions between these services uﬁd othef federal departments and
agencies are held throughout the preparation and implementation of

subsidiary agreements.

Federal-provincial co-operafion in the sphere of regionai
development has gorie 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 A
consideration as on the amount of financial support provided and tﬁe

existence of other federal or provincial aid programs for slow-growth

. regions. With the establisiment of the Department ofnkegional Economic

Expansion in 1969, the combination of increased federal financial

support and the requirements of a pregram that was more effective ahd.

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

found that the general development l;reements..amenduble at will by
both parties, provided the desired latitude; this>uppronéh a}lo made
it possible to take into account the regional impact of national
policies and involve OChef'federal and provincial departments éoncérged

in establishing and implementing regional developmenf programs.

The general development agreements, which have been in existence:

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

.involved ‘for the authorizatien of specific development measures under

subsidiary agreenentl. Since it is flexible und recogni:e- the lutonomy
of provincial governments vithin their .pheres of competence,- thil appronch

makes it possible to combine national progrlml and objectives with

. specificnlly regional measures in purluing the goals of regionll economic

‘development. Although this formula is relatively new and it- po-sible
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applications have not been completely explored, it haa already proved
that it can ensure a high degree of federalrproQinéialvcodoperation and
bring about a large measure of conve:gencé bétween tthregiondl goals

of the two levels of government.
OTHER PROGRAMS FOR REDUCING REGIONAL'DISPARITIES K

The breadth and coqplexity of regioqal-deye;oémen;(pfoblems
iﬁ a country_as'vast and.diversified as Canada are due both to §aryiﬁg
regional:ecoﬁomic conditions}and_to the fact that régiona; g;vetnments
exercise their own iegialative and. executive poweté over areaa with
w}deiy éiffeging levela of development:',per qapi;a_1n¢o§e énvthe righeat
prqvihce #s twice that of the-pooreat proyince.  fhe most ambitioua uﬁd
éynamic deveioPpent polici?s’gill overcome such difficultiea 6nlf qur al
long period Oéatime or if aided by new economic conditions which are
equally favouréble to the poorés£ provinces. In the.péantiqe,léithoqt ‘
addifional income, the aieadvantagéd provinces wodiﬂ»not have'the fiﬁﬁqcial
capacity to provide their‘pesidents with the quan;ity hpd‘gunlity'of
'publiq aervices oflan'iﬁcome 1eve1 compatib1e'with the éouqfry;s economic
developﬁent and acéeptablgi;iging standards, Other fo*ms o; assipiancev
which go beyond the role assiénedlto a body ;uch_as tﬁg.Depgrfment of“'

ﬁegional Economic Expansion are therefore required. .~

'Transfers to the proviﬁceé

“ Since i962, assistance in meéting prgviﬁcial géverhﬁgﬁt
expenses haa been given through fe'deral-provincial a#rgépgpfﬁhréqched“f
- every four'years under the Eéderal-Prdvincial Fiaéal Arrnﬁggpenﬁé Acizp
This assigtance takesAthelform of generél-purpo;éibr abgcifiéepurposé'”‘
transfera. Céneral;éurppge t;anafers'are di;ect cgntriﬁutiéﬁs-;o."T'
ptévinciai'geﬁeral_revenuen.}ind thé provincial2ébve;n§;§tqgntq_grgeiéq: "
spend them according ;o theif éribi#ties; ;A?ecific;pﬁrbéséfé¥éﬁ§¥§£§‘nré
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used to finance joint shared-cost pregrams for health, education and
social welfare. In general, these transfers account for Approximatelj
one-quarter of the revenues of the provincial governments and the two
northern territories which receive them. The amounts vary from one
province to another and they are inversely prdportional to the provinces'
own tax resources. In the two poorest provinces, they are highei than tﬁe
provincial revenues as such. The levelling effect of these transfers

is due mainly to general-purpose equalization transfers, which c§nstitute o
between one~quarter and one-fiffh of the total. Sevenvof>the‘ten
prévinces receive them; approximately one-quartef'of the revenues of
the Atlantic provinces, which are the four poorest, comé f;om this

source. Copditionll 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

A _twelve per cent of domestic revenues, can play a positive role in -

alleviating prgvincial fevenue disparities in so far. as theﬂlegs
privileged provinces have a higher proportion of persons éiigible for
benefits or allowances f;om the government. For example, the unemployment
insurance benefits program particularly favour§ provinces where the
unémployment level is above the Canadian average and which benefit-most:l
from Department of‘Regiondl Economic Expansion progrnm;} Trnnsferszté

the unemployed represent one-quarter of all federal pgyment;'to'

individuals.

Although they affect only a fraction of the hnenpioygéinnd
account for only two per cent of payments to fndividunis.VtrlnsfererAdg3
under federal mobility and nnnpoger training progrums‘n;lo rgﬁuée
provincial income disparities. In the first place, these prograﬁ§>§ring
about & relniive :eduétion in the nunbé::of}ungnéioyeq 1ﬁ iegioﬁ§4ghgr€.;

employment opportunities: and vacancies are less numerocus and H-gg;;loiéf.j'
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Secondly, provinces with high unemployment rates have a larger proportion
of workers benefiting from such programs. Present statistics make 1t

possible to measure only this second aspect.

Taken as’ a whole, federal.payments to individuals - the most
important of which;,other than unemployment insurance benefita, are old
age security benefits and’family allowancee - 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.  Quebec's share is neat. the average,

and British Columbia's portion is slightly above it duefto the relatively

' high number of elderly residenta there and the fact that the province -

unemployment rate is higher than the Canadian average.1

If totalurederal tranafers tolindividuals and provincial
V goVernmenttiare coneidered and;if provincial payments are:cbunted as’
peraonal income, the equalizing effect of these measures is even more
evident' it 1s estimated that they reduce provincial income diaparities

by one-£1£th. 2.

ey
1

Regionalization of federal measures

Modification of national policies according to regional
conditions and the use of sectoral programs for regional development have

played only a 1limited role-in alleviating provincial and regional

disparities in Canada. It is acknowledged houever,’that‘uniform national,

policies have dispurate regional effects and. even serve to’ increaae
reégional disparitiea, whereas national or aectoral progrann which took
:regional conditiona into account could" have a positive impact on future

regional development.

2 Economic Council of Canada, Living Toﬁether. A Study of Regional

Disgaritiea, Department of ‘Supply and Services Cenada. 1977.
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The use of sectorul measures to achieve regioﬁal objectives
dates from the beginningu of Confederation, when the tranacontinental
railway system was being built. At that time the Western and Atlantic
coastal provinces obteined reduced transportation rates on their
oroducts. For the Prairie provinces these reductions applied only-to
rail shipment of grain: and flour and inversely, for a limited perio:!,
to manufactured goods moving to the West from the central ptovinceg.

In the Atlantic provia:es, however, the.fange of subsidized goods

inciuded virtually everythiﬁg produced and at present outgoing shipments

of most manufictured goods are nubsidizeﬁ at a rat; bf up to 50 nvr'cgnt.

In the Prairie provinces, tariffs on tta‘rail transport of_grainnhnnd

grain products have rémained unchanged since- 1897, vﬁeu the& were ;nblidiiéd
at rates of between 16 and 25 per cent. As ¢ result of the reduced
purchasing power of the Caiadian dollai, it is clear that such tariffs

now cortribute significantly to the cost of shipping tlese ﬁtoducts.a

Regiornialization of natienal policies reéently reached new -
dimensions as a result of measures adopted during the last Ehree”yentsn
One of these measures involves the decentralization of federal government
services and persomnel. In 1974 federal authorities 1n1t1§t€a & program
to decentralize nduininfrn:ive activities and related decihion-mgklng'
power so as to aid disadvantaged regiens and bring federal le;;ices‘
closer to those who use them. Twenty-four centres across the ten
provinces will benefit from the increased federﬁl presence. 'Thi% ig|iﬁge"
is well'bn its way to completion and should serve to ltfuﬁgihéh- -

P

regional economies.

The economic slowdown experienced by Canada since 1974 has
more seriously affected previnces already grgppling with a higﬁ rate

of unemployment than the country as a whole. In plrﬁieullr;'iﬁé‘jfp .

3 Economic Council of Camada, ibid.
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between unemployment rates in Quebec and the Atlantic provinces and
rates recorded in the rest of the country has continued to giden;
Recovery measures introduced by tbe federal governmentbsince 1975 have
nor_alleviated the recession's impact to the same extent in ‘all regions.
Although this is not inconsistent with data on previous receesions,
the unprccedented gravify_of the unemployment situation called for
measures which were better suited to epeciric regional conditions;

‘Early in 1977 and again in l978,vthe federal;government.modified its

" investment tax credit program which nad beenrin-effec:vcince 1975, ‘
increasing the proportion of neyfcapithl investments deductible from
corporate income. tax to 10-and 20 per cent in the regions deeignated

" under the Regional Development Incentives‘Act.. The rate ie now 7 per

~cent for otber regions. In addifion,_a new measure came into effect
in Harch41978, granting an employment-tax credit &hereby[a portion

‘of the wages paid to. each ndditional employee hired by privnte £irue )

: became deductible from corporate income tax. The credit was set at.

$2 00 per hour for each new poeition up-to & maximum ‘of £orty hours

per week in the A;lantic provinces and the Gaspé_region, $1, 75 in

- the other regions eliéible under.rhe Regional Deuelopmentjlncentiyee
.Act and $1,50 elsewhere. Finally; the povernment decided to.uary'

- national unemployment inaurance eligibility criteria in the light of

regional condicions. as a result,. workers in regions of high unemploy-

ment may‘receive_unemployment'ineurance benefits after a ehorter::.:

‘period of’continuous employment than;that,réquired nationally.

This is the first time that federal'policies'to‘deal with thei

. economic situation have included means other than tranafer payments
and public works ‘projects to combat regional disparities. At this
atage it is difficult to say how much the disadvantaged regione will
vbenefit from these measures. Nonetheless, it seems, clear thet they
lend eupport to ltructursl recovery and - regional development policies C

.at a time when an economic clowdown threatena to neutralize or reduce

their impact.




Conclusion

The problem of regional disparities in Canada is such that Vv
strong measures are required on the part of the central government. °
Furthermore, nhlred_relponnibilities in regional development -ntt?rs o
call for constant co-operation between the federal.gpvernnent and its
prbvincial counterparts: The scope'and nature of the programs adopted
py federalvauthoritiea have been determined by man? factors: pgeographic
obstacles to the unification of the natioenal econémy; finc;l imbalances’
caused by the increase in the ;ocial'expendiﬁﬁrea of pfovincill
governments; éhe worsening state of regional unemployment; the oloéne-a
of progress toward equalization of provinciél revenues; and finally
the varying capacity éf provinces and regions to take advantage of
national economic policies. Origiﬂnlly de;ermined by particﬁlu;'geographic
and demographic conditions, federal activities were ;ater.needgd to
counteract provincial fiscal inbnl‘nces, espeécially from the thi?tiea pn}

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

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

has led to considerable expenditures through the hew Department gf
Regional Economic Expansion and the inplementhtion of programs which
require more:participation than ever before on the part.of ptoviné}al

governments.

'Experience acquired in regional development, especially since.

the early sixties, has shown the need for sustained féderalévrovihcial

co~operation in devising and applying measures which go beyond éﬁtahliuﬁed i

governmental jurihdiétionl. The original scope ofg:hcle'joiht'ifforté
was rather limited, but it qecellatily expandéd to-includevapes of
co~operation which tap all the resources of both'léveli'dﬁ ;ovbtnuent..

The general develohnent agreements and tecent‘;egiqﬂglitat;on:qf;Eérthin

‘national measures illustrate this ovéldtioﬁ.
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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 Confereunce 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 dimensions-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 theirfrespectivelsectionSa

Although each region of Canada develops in its own- distinct
way, it is nonetheless true that economic activity in particular regions
is closely related to economic activity in the ‘country ag a whole.,

. Several factors had an overriding impact on the economic events in

Canada over the last three years. Generally, the modest ‘cyclical
recovery of the national economy which began after mid-1975 slowed
somewhat in 1977 with a growth of real Gross National Expenditure (GNE)
of approximately 3 per cent for the year. As-a consequence, the overall
s ituat ion in the labour market softened as the average unemployment. rate
rose from 7.1 per cent in 1976 to 8.1 per cent in 1977, The- investment,
climate remained uncertain and inflation, as measured by the Consumer
Price Index, averaged 8 per cent over ‘the. same period -

A review of economic conditions over the course of 1978
reveals an improved but somewhat mixed picture, Based on stronger_."
consumer expenditures and a sharp rise in exports, the real rate of
growth of GNE could reach 4 per cent, The investment climate for' 1978
and the medium-term future also seems to be improving and preSSures on
domestic prices, particularly of food, are expected ‘to abate, ' However,
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 prov-
ince over the medium term, economic performance is mnot expected to be
evenly distributed. The Atlantic/ provinces have. beén particularly
affected by the recent period of relatively slow growth in.the natipnal
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 19380s - if certain promising resource
potentials are realized. The Quebec economy continues to suffer from
structural problems which have affected the manufacturing sector since
the early 1960s. Notwithstanding these difficulties, there have been
buoyant periods linked especially with large public undertaklngs (Expo,
Olympics, hydro-electric projects). The 1980s could prove to be a
challenging period for the provincial economy as the manufacturing sector
ad justs, to the changing competitive pressures in the world economy and
the city of Montreal redefines its role in the. urbar hierarchy of  the
‘country. Ontario should continue- to maintain relatively stable growth
based largely on resource development in northern Ontario and
manufacturing and higher“order services activxty in' the south. Real
Regional Domestic Product in the four western provinces now exceeds that
for Quebec and the Atlantic provinces combined, and. the medium-term
prospects for the western provinces are encouraging. ' This growth,
"however, is not shared equally by all four provinces. Economic circum-,
stances in Saskatchewan and, to a lesser extent, in- Manitoba fluctuate
according ‘to the returns from agriculture, although the historic

. situation in Saskatchewan may be expected to become somewhatim:re stable
~'in the-face of onh-going resource. developments outside the. field of
‘agriculture. On the other hand, Alberta and British ‘Columbia can expect
aboveraverage growth based on continueduresource related ‘developments.

Although in general, perceptions of .the medium-term prospects
in the various regions of Canada have not changed dramatically since the
February 1978 edition of this report, a few particular comments are
warranted.  Overall prospects as described in Quebec and Ontario” appear
to remain more or less unchanged since they were. réviewed 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’ future growth.

'There is a more optimistic mood respecting Manltoba, and the . medium—term
~ prospects in Saskatchewan now look distinctly better.- Although the
. medium term should see a resumption of rapid growth. in Alberta, the .
_growth rate may not be as high as. m1ght have been predictéd’a year ago.
The medium—term outlook in British Columbia remains much the same ‘as in :
February. : ' ‘ - :
Each of the provincial reports contained’ in- thls discussion
paper concludes with a section outlining some of the maJor economic
development prospects for that province. Although every. attempt has been
made to focus on the significant opportunities in the' medium term, it is
obvious that additional opportunities to enhance the prospects outlined
in this document may well come to light in the future, and, as a result,
any listing of this sort cannot be considered- exhaustive, fiot should 1t
be considered 1limiting in indicating areas in which' the Government of

Canada is willing to. explore viable development opportunities across all o

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 periods On a per
capita basis, however, RDP in the Atlantic Region increased faster than
that of Canada: 85 per cent compared to 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 1ncreased by only l.2 ‘per cent. compared to 3.1
per cent for Canada, and it is anticipated that growth for 1978 will be
around 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’ participation rate. Despite a._
high rate of employment growth, the net result ‘has been 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
hinge on 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 Region appear to
be somewhat more encouraging that those described in the'Febfuary‘1978
‘edition of this report, especially in the three mhriti@é-prpvihces;

* Current figures and most of the forecasts = -
for RDP come from the Conference Board in Canada. -
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,ECONOMIC CIRCUMSTANCES
Demograph ic Tre nds g

"The Atlantic Reglon increased its population by 7.2 per cent in the
1971-77 period, only marginally less than did Canada as a whole.

During this period, the net migration into the reglon was in the order of
. 2 000 persons per year. In July of 1978, the population of the reglon was
estimated to be 2.2 million, an increase of 2.6 per cent from July 1976.

Provincially, Newfoundland continued to lose population
through migration in the early 1970s (although at a lower rate than
previously), while the three Maritime provinces all registered net -
in-migration. Preliminary data for 1977 suggest that Prince Edward Island
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 .continued trend
toward .rural living, combined with higher housing. costs elsewhere in the
country, will tend to- encourage some continued in-migrat ion. T

. Labour Markets

During the 1971-76 period, employment in the region grew at a' pace only
" marginally lower than that of Canada. . However, due to the pressures of
population growth, the age structure of the population, and. a :
participation rate which increased marginally faster than the national
average, the regional labour force grew faster than thdt of any other
region. Conséquently, the unemployment rate, which was orily 0.8 percentage
points higher. than that of Canada in 1971, increased to 3.9 percentage
- points higher than Canada's rate- in 1976. 1In 1977, employment creation
grew by approximately 1 per cent, resulting in a regional unemployment
rate of.12.7 per cent, some 4.6 percentage points higher than the Canadian
average: ‘Although the region® appears to have experienced above~average -
employment gains in 1978, it is expected to lag slightly. behind Canada- in
1979, The seasonally adjusted unemployment rate for the- first ten months
. of 1978 approached 13 per cent, S :

Future prospects in the labour market are for continued high
unemployment throughout 1979. Decreases in unemployment: should oceur
" in the 1979- -80 period when ‘a number of planned projects become ANt
operative." TS Co

Investment Climate

Investment growth in the 1970s ‘has .not, kept up. with the rest of Canada._
Capital expenditures in 1977 were only 58 per cent higher than in 1971,
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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 expected 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. :

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 utilities increased. In
employment, the service sector's share of total ‘employment 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 éxpected to
stabilize over the medium term. So-far, 1978 appears to have been

- a moderate year for farmers, although potato recelpts are down in
.some areas. For the first four months of the year, farm cash

receipts were 34 per cent higher than for the same period in 1977.A

~ The forestry sector's outlook has improved in the last’ year.
Demand in the lumber industry has been strong, and newsprint. demand
showed no sign of weakening in 1978, due partly to the exchange-
rate advantage and to strikes in the industry in the UeSs .
northwest. However, substantial growth is not.-expected-'in the
industry, as the widespread budworm. 1nfestation -and. heavy
exploitation of the resource in the past have reduced’ the quality
and quantity of raw materials available. -

- The Atlantic fishery has encouraging growth prospects 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 prices higher than 1977 levels. FEuropean markets. are
expanding for groundfish and the substantial reduction of. the

countervail threat in the U.S. has ensured contlnued access to the.

American market. A
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The improved prospects in the fishery are expected to.be translated
principally into higher -incomes and:higher productivity for those
‘currently employed in- the: industry, rather than into regional '
employment 1ncreases. ' . o :

-~ The manufacturlng sector suffered 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 dynamlsm of the
early 1970s. Over the medium term, a turnaround can be expected in
investment, and the region can be expected to profit from the e
loWering of international tariffs. 'In the first seven months of
1978 the value of manufacturing 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 1961 to 1977 was approximately the same as the
‘regional economy as a whole, and in 1977 the séctor's share of
total output stood at 65 per cent. Employment in services
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

- personal income, in part due to:. increased transfer. payments, led to
.an increase in the demand.for services.s Also, the growth in’
‘existing government services.led to a significant increase in
government ,and government-induced 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 industry
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 Inns' reservation system, have helped to '
1mprove operations in this Sector.' '

- MAJOR ECONOMIC DEVELOPMENT PROSPECTS

The performance of the economy of the Atlantic Region over the next five
years will depend largely upon the growth of.theiCanadian: ‘and: United
States economies. ‘While current international economic conditions are
still having a negative impact on the regional economy and will
undoubtedly impede labour market performance ‘throughout 1978, prospects
for growth beyond that look more encouraging. However, these prospects are
based on the realization of a number of specific opportunities and the:
removal of identified constraints. :

. The importance of the fishing 1ndustry is expected to -BTOW as
the region takes advantage of thé extension of fisheries jurisdiction to f
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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 fish-processing
and ship construction and repair are likely to ‘benefit from the incredsed
opportunities associated with the 200-mile limit. Strength in - the
agricultural sector is expected to result in gains in the regional
food-processing 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 the:feasibility and
viability of the project, some construction activity could occur before
1985. Second, a major hydro-electric power project at Gull Island on the
lower Churchill River in Labrador has been under investigation for - éeveral
years with on-going activities soon to come under the aegis of the Lower
Churchill Development Corporation. . S

The National Energy Board has given its approval for. the f'
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 medium
term, the high cost of energy will remain a serious constraint to
development and a heavy burden on the region's energy consumers. . Over
the longer term the prospects for hydro and perhaps offshore oil and gas’
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 1its 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 cept 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. foe

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 provincial
economy is expected to improve over the next five years, although it
will not attain the 6 to 7 per cent levels experienced in.the 1960s.

The traditional large-scale federal transfer payments, dlong with the .
provincial government's operational expenditures (financed in part by
long-term borrowing), are likely to be affected by the presenit policy of
restraint by both orders of government. This might limit the’ prospects
for expansion in the medium term. Moreover, private enterprise may
hesitate to invest until the uncertainty’about thé 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 fishing,
mining and forestry industries forecast for the next five years.
Essentially, these perceptions have not: greatly changed since the ]
February 1978 edition of this report. S - R
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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 au age structure characterized by a high
dependency ratio. ~ Almost one-third of its population is below the age
of fifteen. : s C R

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 per cent 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 to. increase by 3.6
per cent from 1977 to 1978, an increase marginally- smaller than .the
national average.  Average weekly wages and salaries rose 2.7 per cent
from 1977 to. 1978 but are expected to - rise faster in 1979. S

‘Investment Climate

Since 1971 public and private capital expenditures have increased at an
average rate of 4 per cent per annum. The construction-industry and
‘utilities were especially hard hit by a general decline’in investment L
over the last two years. MaJor energy-related projects point to ‘a -
brighter future in l979 and over ‘the medium term._ww S

_Sectoral Review

© — The volume and value of fish landings were. up substantially in
1977 despite a trawlerman's strike which affected’ most of the o
"island during the first part of the year. Landings for 'the. first
eight ‘months of this year were up 7.9 per cent, mainly as a
result of strong performance in the - offshore fishery. ‘Prices’ on
world markets are strong and, as a result), the value of: :landings

during this period has increased 25 per cent compared to the same ‘

period last year.

- Pulpwood production for the first seven months of 1978 was down
over 20 per cent compared to the:same. ‘period. las" ‘ear. However,
’ Bowaters Limited and Price Newfoundland Limited refcurrently
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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 wotrk stoppage lasted
four months and involved 2 300 employees‘of the Iron Ore Company
and an estimdated 2 000 related workers. .Combined with depressed
world markets, the result is expected to be a decline in mineral
production of close to 25 per cent in 1978. On-the positive. side,
zinc production is remaining steady, and prospects for 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-Chance 0il 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 resumed normal patterus
during the second half of 1977, resulting in a 13 per cent overall
increase for that year. This pattern continued for the first
seven months of 1978: the value of shipments increased over 19
per cent compared to the same period last year.. The.value of real
manufacturing shipments is expected to increase by approximately 3
_per cent in 1978, o .

- Construction activity was severly depressed in Newfoundland -in

© 1977 with overall construction expenditure'down by almost 20 per
cent and housing starts down by 41 per cent. ‘To a large extent
this decline reflects the fact that the province's long-standing
housing shortage has been filled and the industry is now operating
at more normal levels of demand. Total construction. expenditures
are forecast to drop by only 4.5 per cent this year, as the’ Aimpact
of the decline in residential activity is softened by an increase
in the non-residential sectore. Activity in:the sector is highly
dependent on major government programs such as the. renovation of-
wharf, ferry and dock facilities and the upgrading of the‘v

: Trans—Canada Highway. - . o

Sub-Provincial Circumstances

St. John's on the east coast and Corner Brook on the west coast continue
to be the major centres of economic activity -in" the province. Both are '
growing rapidly -- a reflection of the reduction of: employment -
opportunities  in the rural economy. A number of 'smaller centres have
been particularly hard hit in the past year with closute or thting back
by the towns' major employers. : i .
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MAJOR ECONOMIC DEVELOPMENT' PROSPECTS

The short— and medium—term outlook for Newfoundland's fishing industry
is for continued improvement. However, in order to realize ,
opportunities emerging from Canada's adoption of the 200-mile ecomomic-
zone, ongoing dialogue between the federal and provincial governments,
the industry, and fishermen is required in order to meet - the challenge
of the next decade. Government involvement in support of infrastructure
improvements and shore~based production facilities is an essential part
of the modernization and revitalization of the industry. A
concentration of effort through resource management, industry -
rationalization, international market expansion and infrastructute
support will be necessary. Output in the industry is expected to double
in the next five years. This is expected to result in higher ircomes
for those in the industry but only a moderate increase in employment..

Improvements in the markets for pulp and paper products in the
United States and other foreign countries have resulted in high levels
of production for the province's two paper mills.. Since contracts for
the sale of paper products ‘are made in foreign currencies and are:-
long—term in nature, the continued decline in. -the value of the Canadian
dollar has meant a comparative increase in revenues for ‘the two
producers. Consequently, the short- to medium-term outlook is good .

There also are opportunities to expand the- sawmilling industry, subject

to a. rationalization of its production and marketing operations.

The future continues. to hold promise for increased mineral

production. - The most recent expansion of the Iron Ore. Company of Canada :
facilities in Labrador City has been completed, and. there are extensive

unexploited iron ore deposits. The demand for dron ore is; expected to
strengthen in the future, which will more than offset the . losses .
sustained in 1978. The exploration for gold near’ "Port aux Basques is
still in the initial stages. Similarly, the uranium deposit near
Makkovik may be developed in the med ium~ term future. .Mineral production
elsewhere in Newfoundland may experience some setbacks, and adjustments
may be.required in certain mining communities in the: short and . -
medium ‘term. : :

Despite the. serious setbacks. of recent years, the short— and
medium—term prospects. for the manufacturing sector. are- moderately
encouraging, due mainly to a turnaround in the,fortunes of ‘the’ fishing
- and paper industries which form the basis of the this sector.

Although construction activity fell during 1977 and again in
1978, the outlook for 1979 is somewhat brighter. A turnaround s~
expected in residential construction and a number  of. private sector '
projects are scheduled for 1979. Utilities spending and construction
activity is expected to improve with- the beg1nning of; work. on: the,$80
million hydro project at Hind's Lake- in central Newf’ '
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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
considering the development of the hydro—electric potential of the .lower
Churchill River (the Gull Island hydro project) although no final
commitment has been made. In the meantime, 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 to improve services and encourage private
investment in facilities. The shortness of the .season and the cost of
transportation to. the province remain as major constraints. "

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 Cove, 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 millionm, is- slated for the med ium

termes

On the whole, Newfoundland's prospects for development in the
medium~ and long-term future appear to stem from its marine tesources‘
.and its energy potentia1' S
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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 higher than all
provinces but Alberta. Both wages and salaries-and personal disposable
income grew more slowly in 1977 than in 1976. 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 behind that of the: other~‘
maritime provinces. :

The prospects for the medium term are for moderate. growth
based on the manufacturing sector, particularly food-processing, and the
service sector. The size of the working-age pbpulation in Prince Edward
Island is expected to grow at a slower rate through 1978-85 than. it has
during the” past five years. The significant increase in participation
rates which contributed to the rapid advance of the labour'.force is also
expected to slow considerably. 1In the medium term, therefore,’ the
employment situation may improve, although in 1979, the unemployment
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 February 1978 edition 'of this 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 caused by migration into the province; the Island's
rate of in-migration has increased considerably in recant years. - Most
of the population growth occurred around the prov1nce s major centres,
- Charlottetown and Summerside. :

Labour Markets

. : - ) / ’
The labour force expanded from 44 000 in 1971 to 52 000 in 1978, an
increase of 18 per cent in the seven-year period. The expansion in 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 i978siszthe;highestjinfthe.

Atlantic Region. Similarly, the female .participation rate ig higher
~than in the other Atlantic provinces. '

Despite the fact that moderately-strongvemployment‘growth took

place in both 1977 and 1978, it was outpaced by the growth of the labour
force, so-that the average annual rate of unemployment in 1977 was 10
per cents . It is expected that the 1978 rate w1ll 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, investment expenditures slowed
down, due mainly to a sizeable cutback in housing construction.. '
Investment during 1977 picked up substantially in the public. sector but

was relatively weak in the private sector, especially in manufacturing .

and utilities.. Preliminary indications are that the.investment  climate,

is cautiously optimistic in 1978 and is likely to remain 80’ for 1979, .

Sectoral Review

-.The agriculture sector has shown a significant improvement in
recent years but some setbacks occurred in 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 incomes in the first

. half of 1978. The potato crop declined slightly again this year,
but it -is expected that this decline- will be compensated by
improved prices in other agricultural commodities. P.E.I.

farmers, therefore, will likely count 1978 as a fairly good year._

Processing facilities for the potato crop have expanded in the
past year, and are taking a larger share’ of . the crop . than in the
past, adding some welcome - stability to the farm sector.
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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 ‘goal 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. In 1977 there was a real
increase in.tourist spending of 1 to 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 tourism sector.

The food- and fish-processing industries account for. over 70 per
cent of total manufacturing value-added, so that the decline in
output im 1977 in the agriculture and fishing sectors had a
significant impact on the manufacturing sector. In 1978, the
moderate year in agriculture combined with the encouraging year
for the fishery provides some indication that significant growth
will be realized in the manufacturing sector.

Since 1974 initiatives have been undertaken to diversify the -
‘industrial sector on the Island. A number of new establishments
which will produce and market higher-technology products have -
located in Charlottetown. New industrial malls have been built
in Charlottetown and Summerside to house a number of these .
smaller firms. Further developments of this sort .are expected’ to'?

‘contlnue for the next few years.

The construction industry has been making a substantial _
contribution to the growth of the Island economy. Housing starts
in 1977 were down from 1976 levels but preliminary data indicate
that residential construction has increased substantially in
1978. P.E.I. is the only Atlantic province to ‘show gaing in.
housing construction this year. Non-residential construction has-
made gains as well, in part due to the large Harbourside project
in Charlottetown. : :

The service sector has baen a source of etrength'tq,thejleland
economy in 1978, due mainly to an increase in lévéls of ‘trade,
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although gains are also anticipated in- community, business. and’
personal services. The growth in the service sector is expected
to be smaller in 1979 because of -an expected slowdown 1in trade.

Sub-Provincial’Circumstances

The Island, like most provinces, continues to experience_a trend toward -

‘urbanization. Most population- growth is occurring around  the two main
urban centres, Charlottetown and Summerside, and the unemployment rates
in these centres are appreciably lower than in the rural areas of the
province. : . S : :

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 also serve other industries, a frozen~
fast-food plant, the shipment of potato wastes to a beef feedlot, a
potato information/communication centre, and a plant. to produce alcohol
from potatoes. The fishing industry is forecast. to achleve a marked
improvement in the short and medium.terms. Ih 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. productivity .of the Island
fishermen will produce benefits which will be seen. in- the next five to
seven years. The tourist industry is expected to. expand.»

In the next year construction work for the Department of

Veterans Affairs offices will begin. .This project will create a number

of construction jobs durlng the next three years and, thereafter, 600 to
800 permanent jobs will be created. The province and municipalities are
currently planning for this project in order to maximize- its positive

effects. Other major construction projects in the near and medium-term

future, such as the construction of a new hospital. and" the . re-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 attract industries which are ssmall.
and do not rely on the natural resources’ of the- province.~ A number of-
firms have. located An. the Charlottetown and Summerside industrial I
parkss .

Revitalization of the city core and waterfront area An

‘ Charlottetown is now well underway. . The Confederation Court project
began in the spring of 1978 and will end in late 1979, resulting in
considerable retail and office expansion in the city COre.. Total




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 now 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 l.4 per cent in 1977,
compared with 3.1 per cent nationally. Some rec¢overy 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 goods—producing industries and of
increased export sales. However, the unemployment rate ‘will 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, pr1marily 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
Syduney Steel Corporation was awarded three major mid-term contracts
which will result in increased employment. Overall, economic growth 8
should be closer to the national average than has been the case in.
recent years. . S e
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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,
resulting 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 province.to .a net
in-migration position, lower property taxes, and- improved ‘highway accesés
from rural residential areas to urban centres with better employment -
opportunities. - : - :

Labour Markets

Over the past few years, the rate of job creation has declined. The
level of employment remained constant between 1975 and 1976 and
increased by 1 per cent in 1977. During the same period ‘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, ‘the’ unemployment
rate averaged 10.6 per cent, while employment grew by 3.2 per cent:

In parts of the province,_unemployment reached Jvery high ,
levels: 1In northern. Nova. Scotia, for. example,: the average for. the first
nine months of . 1978 was - 12 8 per cent, . and in Cape Breton, 15,8. PRI
per cent. : .

Investment Climate

AInstitutions and governments have always accounted for a slzable portion

of capital investment in Nova Scotia. -Since 1961 their:share’ of total
investment has never dropped below 20 per cent,. although . in, .the-. early
1970s, there were signs of a decrease in the- dependence on - these
sources. : . o

HoweVer, following the 1974 slow—down, the climate for private
investment weakened considerably. Manufacturing investment declined in
1975 and 1976 and began to show signs of improvement only in” 1977
- The private sector investment climate remained. cautious in 1977 but a

. turnaround 1is ‘occurring this year due primarily to increases in the
.- primary, manufacturing, institutional and government sectors. Housing
construction remains at a relatively low level. but- substantial
construction activity is expected in the non-residential sector.
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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 the 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 l.7 per ceiit, 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 cént 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 benefit from the lower value of the ‘dollar. Steel
and transportation equipment have improved -over the past year.

The construction industry is forecast to advance beyond the _
corresponding national rate of growth in 1978. Housing starts.
are not expected to exceed those of 1977 but substantial gains
are expected in the non-residential sector. Non-residential
construction is benefitting from a number of large’ progects
across the province,; and especially in the 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 provinéial retail sales tax
uatil October. Tourism strengthened in 1978, partly because of
the decline of the Canadian dollar. . . . B .
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Sub-Provincial Circumstances’

As in the past, Halifax County and the central-corridor area tended to

. have levels of economic activity and unemployment rates closer 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 growth in these
dreas, not only in terms of absolute growth but also in terms ‘of
economic diversification.

MAJOR ECONOMIC DEVELOPMENT PROSPECTS

The manufacturing 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 optimistic
short-term outlook following an announced $40-45 million Venezuelan
rail-car contract. The Michelin Tire plants located in-the province .
continue to provide a stable source of employmeént and income. A recent
expansion brings the work force up to 3 000 from the initial 1 000
employed in 1971. .

The Sydney Steel Corporation ‘with three major contracts, has
stabilized its position at least for the medium term. .Employment. has -
increased to 2 400 from 2 250 and has prospects of expanding to and :
stabilizing at 3 000 if production increases .to meet: the contract
requirements. This expanded production will, however, depend 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 ‘concerning a
$100 million underground coal mine at Donkin and a $165 million
revitalization of the No. . 26 Colliery by DEVCO indicate. encouraging
prospects -for this industry. " The opening of a lead- zinc mine .at Gay's |
River by early 1979 will create 150 new jobs and increase the importance
of metals to the mining sector: Gypsum- should maintain its. importance
as the province's second contributor to the value of mineral ' :
production.

Non-residential construction progects, such as the $250
million in defence spending. announced for the - Halifax~Dartmouth MetrO'
area, the new container pier, the Quinpool Road development and the
‘Halifax~Dartmouth Waterfront development project . will, as they proceed
have a positive effect on’ construction employment. . :

' . - The agriculture and forestry sectors will continte to: exhibit
only modest growth in the medium term: -The, Canada/Nova Scotia’,

~subsidiary agreemente -are anticipated to involve some $67 3 million over
the next : : o
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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 lonmg-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 ﬁmported 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

Dur ing the past two years, the growth of the New Brunswick economy has
been below the Canadian average. Employment grew by 1.3 per cent in’
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 capitay -

which rose over the 1971-75 period to reach 71 per cent of - the Canadian
average, fell back in 1977 to approximately the 1971 level: of 68 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 péer 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 close to national -
growth rates. The outlook for the province's agriculture, fishing,
mining, and related processing and supply industries is for growth rates
in excess of recent trends. However, because of the - pressures from 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. In
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 higher than the Canadian average.
This is a marked turnaround from the historical trend whereby the
province consistently 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 remains biased towards the:
non-working age groups, resulting in a. higher dependency ratio than the
Canadian average. : . -

Labour Markets

- In general, employment growth has not kept pace with the growth of ‘the -
- labour force during the 1970s and the unemployment rate has more than
doubled from 6.2 per cent in 1971 to 13.4 per cent; in 1977. Over the
.1970-75 period, employment grew at historically high rates but the
labour force, swelled by young entrants, in-migration and increased .
female participation rates, grew even faster. . Although the rate of
growth of the labour' force has moderated somewhat, the very low rates of
employment growth of 1976 and 1977 have- resulted in a dramatic- increase
in unemployment. During the first nine months of 1978, the unemployment
rate averaged 13 per cent on a seasonally adjusted basis. However, there
have ‘been some recent encouraging signs. The rate:of job" creation in

. 1978 'is expected to be ‘in excess of 4 per cent, compared to the national}7

average of 3.2 per, cent. o T
Investment Climate

Investment in the New Brunswick economy grew. steadily over the early
1970s, reaching a peak in 1976. However, expenditures in ‘1977 have
fallen slightly from the 1976 level in real dollar terms and- the ‘pattern
~across sectors has become quite uneven with utilities accounting ‘for a
disproportionately high share’ of new capital spending..

: In 1978 there was sofie improvement i investment;perfotmance in
most industrial sectors. ‘Major. increases: are expected in energy-related
activities, manufacturing, trade and commercial services.;xwu




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 ma jor
setbacks due to the decline in world markets. The prime reasén’
for the relative strength of the New Brunswick industry is the
fact that lead, a major component of New Brunswick's non-ferrous
metal production, is one of the few 'metals for which demand and.
prices have remained buoyant. Moreover, long-tetm 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 rich
Brunswick Mining and Smelting lead-zinc deposit was recently -
postponed because of poor markets, the medium-term prospect is for
increased output and employment as world markets improve.

The base-metal reserves of northeast New Brunswick are considered
to be of sufficient size and quality to support a ref inery, but it
will not likely be established in the near future because of the
depressed international market for zinc. .

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

= Output growth in manufacturing has generally-outpaced.fhe"Canadian
average from 1971 to 1975. The strength came'prhnatfly from the
traditional resource-based sectors: of pulp,'newsprint, 1umber and
food products. :

The weak domestic and international condittons of the 1976-77

period have resulted in the loss of most of the gains in non-

resource-based manufacturing made over the'1971-75 period.

Closures and layoffs have resulted in a net decline of.2 000 -

manufactur ing jobs from the 1975 level. Forecasts for 1978 and
- 1979 suggest a slight improvement over 1977 performance.
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The medium—terim 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 jobs. ‘The prospects are
somewhat brighter for the processing of agricultural 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 per cerit in 1978
‘and 7 per cent in 1979, which is somewhat beétter than the expected
national average. In 1978 most of. the growth  is expected in the i
‘hous ing sector, whereas in 1979 growth is expected to” occur in
non-residential construction. :

o

i

Sub-Provincial Circumstances

There is a well—established trend for the bulk of economic. growth 1in 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 southern urban regions .
widened dramatically, However, there is some evidence to suggest that
the disparities in employment: levels have lessened. somewhat over the
last two years., - :

"MAJOR ECONGMIC DEVELOPMENT PROSPECTS

There is an opportunlty significantly to incredse 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 development relate to inadequate distribution
facilitiles, particularly for potatoes, a deficient marketing and product
quality-control effort, and a low level of productive efficiency. For
several products, the absence of processing capabilities severely
constrains attainment of potential production levels. * The establishment
of the needed facilities represents a significant opportunity in itself.

The New Brunswick fishing and f1sh-processing industry ‘posses—= 4
ses modern on-land processing facilities and a plentiful labour supply. ‘
Opportunities exist to increase output through the increased production :
of certain currently under-utilized species of groundfish (given a
rebuilding of stocks). There are also opportunities to reduce the
seasonality of existing production. -In addition, the’ fleet is somewhat -
‘antiquated and lacks ice-breakers and freezer trawlers. ‘Marketing and
distribution also need to be hmproved. ’

In forestry and forest products, the provincial industry has
relatively low wood costs. The annual allowable cut, however, ‘is now
almost fully utilized. In the medium term. there are opportunities in
logging to increase productivity through accelerated mechanization -and
labour training. There is also an opportunity to.- increase the .annual .
allowable cut from New Brunswrck forests over- the longer term through
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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 conistraint 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 activitles
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: _
construct ion of ice. breakers for use in the Arctic and the comstruction
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 priﬁarily on theA

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 during 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 constructlon
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 economy, though
improved from 1977, continues to remain below that of the country as a
whole. Since the mid-1960s there have been few years in which the
growth of the Quebec economy has matched that of Canada. As a result of
this slower growth in real domestic product and employment, Quebec s
share of national output has diminished. e
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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 competition
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.

/o o . S '
In general it appears that the moderate growth which has been

achieved in.recent months should continue in 1979. Growth in real
domestic product in 1979 is expected to be slightly above 3.0 per cent

and employment growth should be in the range of 1.0 to 1.5 per cent. .

. ECONOMIC ClRCUMSTANCES.
'Demographic Trends

- In mid~1978 the population of Quebec stood at 6.29 million, an increase
of less than 7 000 from the same time in 1977. This represents the o
,mallest ‘rate of population increase (0.1 per cent)" Quebec has ever
experienced. ‘In contrast,.Ontario s population growth over the -same ,
period was l.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 petr
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 since 1969 and substantial net out-
‘migration. This ~out-migration was most pronounced in 1970, 1973, 1977
and 1978.  Indeed, in 1978 net out—migration has surpassed 40 000.

"Labour Markets

Conditions in the labour market have remained poor since the third 8
quarter of 1976. The unemployment rate rose from 8.2 per cent in mid--
1976 to an unprecedented high of 11.4 per cent .in the ‘second, quarter’ of
1978 despite some improvement in job creation: since the beginnlng 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 persons, ‘15 per
cent- of whom were women. The female’ participatlon rate - continued ite -
" upward trend, while that - for . males remained virtually unchanged during
1978. ' : o :
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Although employmerit 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 oalance, the employment growth'w1ll 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 lowéer rate of
capital investment is especially pronounced in primary industrieg 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 investment (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 . remained around 33 per cent
since 1975. ~ Lo

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 in
construction declined for the second consecutive year..ﬂ

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. o

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 difficultjfyf
period. ‘In 1977, shipments declined. for elght 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 Itron.

Ore Company mines accounts for much of the sharp  decline in iron
ore shipments., Following an increase of 54.4 per - -cent 1in 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 accounted for 36 5 per cent of
Quebec's employment; by 1977 this proportion had fallen to

28.4 per cent. This decline can be partly-attributed to the

ad justment 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
Quebec and other provinces, the lower value -of the Canadian
dollar and the general national recovery, ‘the manufacturing .

sector is experiencing a turnaround this year. - In the first six .

months, manufacturing shipments increased by. 18 5 per cent.' In-
particular, shipments were up in lumber (36 2 per cent), knitted
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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 by approximately 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 over the
same period in 1977. Relocation of fimancial, 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. Lawrence-Gaspe region 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 a whole. Since 1976 when
large projects such as the Olympic construction and Mirabel "Airport 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.cent.in 1978, even higher
than the unemployment rate of 9.4 per cent recorded in 1977.._' N
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The Quebec 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 with' labour force
.growth, and the areas's unemployment rate is now more than 10 per cent.

The dependence of the Trois-Riviéres region on traditional
industries has been somewhat alleviated with the establishment of heavy
industry in the B&cancour 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 niné 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 a marked dependence on government
activity, although manufacturing activities such as pulp and paper,
lumber and furniture are also important. The unemployment rate in the
region has risen from an average of 9.6 per cent ‘in 1976 to 13 9 per
cent for the first nine months of 1978, : '

Despite 1ncreased act1v1ty in the pulp and paper 1ndustry, the'

Saguenay-Lac Saint-Jean region recorded a decline in employment of 4 -000
since the beginning of .1978. . The unemployment rate is now 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- Gaspe region, is 19.2 per

cent while that in the northwestern region is 22.5 per cent. The 1atter

is largely a reflection of the slowdown in mining activity, e

MAJOR: ECONOMIC DE VELOPMENT PROSPECTS

‘In:agriculture measures are envisaged to preserve ex1sting farmland to .

protect and improve the fertility of agricultural land, especially in

- the Montreal Plain, and to rationalize farming operations. " These

- 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 notthwest, -and the
salt deposits of the. Magdalen Islands are expected to- make ‘major
contributions to mineral production in the medium - term. urthermore,

much of this increased production W1ll 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 pdaper 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 p051t10n 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'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 comstruction 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 deor 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. - : S

The Ontario economy should continue to experience modest but
steady growth in 1979. Overall provincial growth is 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 include
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, 1is expecting a turnaround,’ particularly in.non-residential.
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'construction. With the lower value of the Canadian dollar, 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, come  into

- effect for several years. However, even in the absernce of tariff .

changes, it is. likely that many of the province's labour-intensive
industries, such as clothing, electronics and textiles may be adversely
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 metals,’ chemicals,
plastics, machinery and transportation equipment.

ECONOMIC CIRCUMSTANCES = -
Demographic Trends
In 1977 the population of Ontario was 8.4 million. By mid-1978 it is

expected to reach 8.5 million. The population of. Ontario has not: been
growing as rapidly as in the 1960s as & consequnece’ of  lower ‘birth rates

_and: decrea51ng in—migration, particularly since 1976.,. S

As in the rest of the country, there 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 centers is continuing
and this has reduced the proportion of the population llving in rural
and northern Ontario. : :

Labour Markets

Over the first 10 months of 1978, the Ontario labour force averaged'4 2
million of which 3.9 million were employed.  This represents annual °
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 vis-a-vis -
employment has been a consistent phenomenon throughout the past two -
years and has resulted in a gradually increasing unemployment rate.

As noted above, the provincial'unemployment rate*has been
fluctuating between 6.9 per cent and 7.5 per cent during 1978, an
increase over the previous year's range of 6.5 per cent.to 7.2 per cent.
Unemployment among males has been consistently lower than among females,
although in both cases the absolute numbers of unemployed have been
growing. By age group, unemployment is- by far highest among the 15-24 -

- age group and has remained steadily above 13 per cent in the current
© year. . s : . : :




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
cottinue to be in those economic regions centred around Sudbury and
Peterborough. The Barrie region is experiencing similar problems.
Unemployment rates 1n 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 reglons 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 1l 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 Ontarlo 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 l.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 experlenced 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 demdand resulting from the decline in. the value
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, up from $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 is poorer.
for nickel and zinc, which suffer from large inventories, excess.
industry production, low prices and, in the case of the former,
1abour-management disputes. Iron ore and copper, while
experiencing some increased production during 1977, face

+ relatively similar situations. Prospects for iron ore prodUction’

are affected by the mine closings expected in- the . Atikokan area..

" For 1979, the prospects for the zinc and copper industries appear"

‘better.

Ontario manufacturing performance is much improved -in 1978 with
the value of manufacturing shipments up 11.7 per cent during the
first 'six months over a similar period in 1977. Strong sectors
include the rubber and plastics, paper, primary metal, metal

‘fabrication and machinery industries for which prospects for 1979 g

also look promising. However, the transportation. equipment -
industry is expected to have a relatively modest. year arnd the
electrical,_clothing ‘and textile industries are expected to
ekperience fairly slow growth in the immediate future.

Conditions in the construction industry have been poor in the 1ast‘

two years as a result of low capital investment. Residential
construct ion, which was fairly strong. in 1976, appears to ‘be .
tapering off while non-residential construction has been ‘
relatively weak since 1976. However , expectations for 1979.are
for some improvement. - Construction activity in'utilities and
infrastructure has been reasonably bouyant and is expected to‘
remain relatively stable.

The transportation, communications and utilities sector continues
to experience high growth. While Ontario did lag beliind' the
national figure slightly in the case of utilities, capltal invest~

ment during 1978 in this sector makes prospects brighter. Capital :

investment in the transportation sector has ‘glso grown. -
Commuriicat ions investment, however, has been’ lower.

Consumer spending, which was low during 1977, ‘has been aided by .
the cuts in the retail sales tax and. has sh(wn considerable
strength in 1978, The non-durable goods industries 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‘estate sector has
been estimated at 4.9 and 3.7 per cent for 1977 and ‘1978
respectively. Of the three components, insurance ‘appears. to- be
the strongest with' finance and real estate having slow years as a.




-

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. ' o

-~ 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-seotor 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-l.6 per cent in 1978 and 1979
respectively. o

Sub-Provincial Circumstances

Recent economic prospects in northern Ontario have been somewhat mixed
and will likely continue to be so in the medium term. Although there has
been some shifting between various economic sectors, substantial
unemployment and a marked dependence on a few industries still
characterize the region. : a ‘

Lumbering, after performing well over the past two years, is
expected to experience some edsing of demand due to the dampening effect
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 minerals,
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 products, 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 outlook for the region.as a: whole:
is one of relatively slow growth. Nevertheless, the drop in the value of
the Canadian dollar and recent measures to assist the’ textile and
clothinb industries have improved the medium-term prospects.j
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Southern Ontario has generally experienced an improved

outlook., Certain areas are, however, doing better’ than others. - Present

_difficulties in the auto-parts ‘industry for example, have had dampéning
effects on St. Catharines-Niagara and Kitchener-Waterloo., Neverther-
less, there have been few consistently weak areas in this part of the
province and prospects look significantly brighter fot. Windsor,
Nanticoke and, to a lesser degree, the Toronto area.

MAJOR ECONOMIC DEVELOPMENT -PROSPECTS

‘Ontario has many ‘potential deVelopment opportunities, but'constraintS'do‘

exist, A major constraint for the medium term is the limited

internat ional market situation for raw: materials. The impact of this on
the major nickel producers in Sudbury is' well known. It was also an.
important factor in postponing the iron ore mining developments ‘at
Bending Lake and Lake St. Joseph., Moreover, competition from-

low-cost-ore producing countries such as. Brazil is being increasingly S

felt. Similarly, competition from the manufacturing industries’ of o
_countries with lower costs ‘in such- sectors as, footwear, clothing and -
electronics ‘serves to constrain the ‘growth- of these manufacturing
industries. i : , : S R Coei

in northern Ontario, the traditional 1imitations 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—industry communities .contrast dramatically with the
situation in southern Ontario. A lack of indigenous energy. supplies in
Ontario, particularly coal, oil and. natural gas, may reduce - Ontario's.
traditional cost advantages and higher energy costs may well affect-(’V
northern Ontario more - seriously than the southern regions.

Resource deve10pment continues to be a source .of major
. development Opportunities. Uranium mining activity in the Elliot Lake

‘ and'Bancroft areas is likely to remain strong in the medium term and”
'will”continue to provide ﬁmportant development . opportunities in these
.areas. Early in 1978, Ontario signed a $6.5-billion contract with
Dennison and Preston Mines for 200 million pounds of uranium over a
30-year period This will ensure continued development in the Elliot .
Lake area.,  Eldorado Nuclear Ltd. is alse studying the possibility of . '
-locating a proposed $100-million uranium refinery either at Sudbury or’
in -the Port Hope area, The development of the Onakawana lignite': "
deposits north of Cochrane is:likely to have a major positive.: ﬁnpact on
the area's economy -and could spur further exploration in the region. . B
The 'record high price of gold is- expected to result in: _the reopening: of .
some gold mines. Activity will likely centre around the Tﬁmmins and Red;
Lake areas of northern Ontario. : o : ;

The Ontario. petrochemical industry, centred in Sarnia, is

‘continuing to develop on a wor1d~sca1e basis and should provide Ontario*f"

. ‘
. /‘,
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with an important industrial asset in the medium and long term. The
major Petrosatr 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 of,
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 iIs 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
strengthening of the higher growth segments of the manufacturing sector.
Southern Ontario will continue to be the focal point for economic
activity 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 region's 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 uranium-led
resource boom in northern Saskatchewan. British Columbia should
experience moderate growth. For Manitoba, it is too early to 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 Alberta and 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 populdtion of Saskatchewan fell from a high of 960 000 in
1968 to just under 900 000 by 1974, but has recovered 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 has
- 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 A
‘number of migrants that they have in thHe 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, .
: 1n—migration to Alberta from other regions of the .country may- become
relatively more important than it has been in the past.

Wlnnipeg s long history ofvurban 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 signiflcant trend was the growth of
pOpulation in regional centres with populations of between.-15 000 and
100 000. 1In 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 theLr
share to one-half of the populatlon by 1976.

Growth in the population of Status Indians and Métis :
continued to be well above the national average. - Approximately 200 000
Status Indians are now estimated to reside in.western: Canada. An .
increasing proportion, particularly -in the .15-30 age group, are choosing
to live in the metropolitan areas. . . S
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Labour Markets

The labour force in the four western provinces reached 3.l 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 Canmada. 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 natiomal
employment growth has occurred in the west and this trend is expected to
continue in the medium term.
Average weekly wages and salaries 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 tlie nmatiomal 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 cent. . This : s
relatively large share is a result of the west's predominance in the

primary and comstruction 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 fluctuatéd around 19 per cent
throughout 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 Céneda has
changed little since 1961. Primary production and processing
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account for 53 per cent of total value—added in goods—producing
industries; in marked contrast to the natlonal figure of 28 per
cent., In 1977, the west, with 27 per cent of national population,
had 38 per cent of national capital investment. Howevetr, the '
region's marufacturing industry accounted for only 17 per cent of
national manufacturing employment and value-added. Employment in
prairie agriculture has dropped from 250 000 in 1961 to 217 000 in
1977, but agriculture is still the largest single employer on-the
prairies. British Columbia remains dependent on the’ exploitation
of its forestry and mineral resources.

Grain from the prairies ‘and lumber and pulp and paper from 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 by 10 per. cent between. 1975 and

1976, a further 22 per cent from 1976 to 1977 "and are ‘expected to
fall slightly in 1978. C S

The British Columbia forest industry has perhaps fared better-than
the rest of the Canadian forest products industry because of its.
“linkages to-'the American construction industry's lumber’
requirements. However, the relatively high level of. residential
construction. of the recent past in the United States is expected
to decline in the. medium .term. The pulp and paper component of
the industry has experienced depressed world markets for much of
the last few years but registered significant gains in the first
half of 1978.

Until the fall of 1977 the Western mining industry appeared
relatively strong. With the INCO layoffs at Thompson, ‘and. the
generally depressed state of world markets, uncertainty continues
in the metal-mining 1ndustry although some optimism is suggested
" by the depletion of world mineral inventories. On the other hand
the oil and gas and related support industries continue to' be
strong in the west. With the possibility of future 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 build the Alaska’ Highway '
- pipeline and the possibilities of further pipeline: ‘construction to tap
frontier reserves in the longer term. Furthermore, the announced
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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 long-term 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, industrieés 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 tlie 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 1s 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 the infrastructure that was
established in the territory during and after World War TI. 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 productlon 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-term prospects for the four western
provinces and ‘the territories are viewed with: optimism; with the good
.outlook in the energy sector generally outweighing the less buoyant
,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 below 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, prelimlnary data for 1978 suggest a mood of
cautious optimism. Two of Manitoba's key economic sectors, agr1Culture
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 1973 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.



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 1f 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 at a rate more than
twice the provincial average. Although Manitoba's population growth
tate has not kept pace with Canada, the difference narrowed considerably
during the 1972-77 period in comparison to the earlier:1966-71 period.

Much of the population increase has: occurred in Winnipeg and the larger
urban centres.

Labour Markets

‘Due to the modest rate of expansion in the provincial economy,
" 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 inm 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 1n 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 during 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 prolonged strike this past summer,
construction employment is reported to have increased:significantly.
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 new capital investment in
Manitoba's manufacturing sector is expected 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 1is 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 production 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 output.  This
decline in real 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 pricés have shown a
slight improvement -as the world copper stockpile has declined. .The

"market may continue to 1mprove next year.

Preliminary data on output, employment and 1nvestment 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. 1In the first six months of the year, the
value of Manitoba manufacturing shipments registered an irncrease
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
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 10 per. cent. during the-

-first four months of 1978, while the textile and metal- fabricating

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 developments, the
construction industry in Manitoba recorded an ‘employment' increase
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 ‘during the first. 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 at’ the

, ational level.

Employment growth.in-the service-producing industries, which

 increased by only 5 000 or less than .2 per,cent.in 1977, is .
continuing a pattern of slow growth in;l978.' However, 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, agrlculture 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 Eorage to
red meat conversion. Federal/provincial discussions of these meéasures
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- through a value-added crops product subsidiary agreement are well
- advanced: This initiative is complementary to. the industrial-

development strategy detailed in the Canada/Manitoba Subsidiary
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 watef-
development strategy needed to support economic expansion and- buttress

‘the performance of ‘the economy in drought perlods.

Development‘assistance'to‘the-tourism industry is 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 productivity and organizatlon of the
industry. These measures are designed to stimulate prlvate sector
investment and -employment,. and to improve the balance-of-payments .travel
account while increasing the overall contrlbutlon of this industry to’
the Manitoba economy. .

In addltlon to these initiatives a number of developments are
taklng place in northern Manitoba. Discussions in the context of the
northlands agreement have considered economic development 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 a $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 activity 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 modest 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 developments

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 C1rcumstances and Medlum—Term
Prospects by Province” published ‘in February 1978, the short-term
circumstances of Saskatchewan's economy show a ateady improvement while
the medium-term prospects are for strong growth. ‘Farm cash receipts are
Sup and manufacturing output shows signs of improvement ..

Manufacturing investments are down thls year . but are expected
to improve in 1979. Because of the potential heavy oil developments and
investments in new uranium mines, the medlum—term outlook 1is distlnctly
optimistic.

ECONOMIC CIRCUMSTANCES

Demographic Trends

A A I

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 becomlng more urbanized with 31 per cent of
the population concentrated in the two metropolltan centres, Regina
(155 000 populatlon) 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 1973 figure was 4.9 per cent, in
_contrast to the national average of 8.5 per cent. However, since 1975,
provincial employment has increased by 1l.1 per cent and the labour
force has grown even faster, at 12.8- per cent. .

,Investment Climate )

: In 1978 manufacturing investment is expected to decline by 37.6 per
cent whereas investment in primary industries (potash uranium.-and coal)
is expected to increase by 24.0. per cent.. Total investment in 1978 is
estimated to .be over $2.4 bllllon, an 8.1 per cent increase’ over 1977

Possible spin—off industries from developments in the prlmary
_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 opportunlties may also arise as a result of -
developments in the m1n1ng 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,piaced pressure on
existing grain transportation systems to maintain a high level of
throughput. :

— The mining industry is the second largest contributor to value-
added in the province, accounting for $752 million or 20.2 per
cent of the total goods—-producing sector in 1975. However, it
accounts for only 2 to 3 per cent of provincial employment. Total
production from the mining sector is expected to increase between
2 and 3 per cent in 1978 and 1979.

— 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 econonic activity requires government programs to -
ensure thdat 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 DE VELOPMENT PROSPECTS

‘World. demand for food will increase over - the medium term, thereby
ensuring market opportunities for Saskatchewan grain. Grain. production
will continue to dominate the provincial economy.: Howevér, due to the
highly capital- intensive nature 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 0pportunit1es in manufacturlng are p0551b1e 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 1s 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 market for pipe and other 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 indirect: employment in the
oilfields as well as in industries prov1d1ng equipment and services to
this sector. ‘

Strong opportunities for developing Saskatchewan coal in the
Estevan area should be evident in the medium term; due to .increased
- demands for electricity (such as from the expanded steel plant in
Regina), ‘long-term contracts with Ontario Hydro and a general require-
ment to meet - the growth in domestic energy demand
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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 comstruction phase of
Syncrude and other such developments have contributed to a somewhat
lower rate of growth of employment and real domestic 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 genmeral 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—tetm
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, but
resumption of construction activity on major projects in the medium term
should again stimulate rapid.economic 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 CIRGUMSTANCES
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 4. 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 rate of l.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 the effects of new energy developments are
felt. These progects will likely push the employment growth rate to -
levels prevalllng early in the seventies, while creating-skilled labour
shortages .and upward pressures on selected wages and salaries."

Investment Climate

Alberta has enjoyed a favourable 1nvestment climate throughout the
1970s. Early in the decade, the growth rate 1n new capital expenditures
rose dramatically, reaching a high of 30 per cent in 1976. In 1977, new
capital expenditures rose by 12.4 per Centi: f%though investments in )
maJor energy—related projects have been lower ,in’ 1978, expansions in new
fhou51ng construction and commercial developments may maintain the.

browth in new capital expenditures at about the 1977 rate. ngh annual
ihcreases are again expected in the early-: 1980s when oil -sands.
developments, the Alaska Highway plpeline and.. other maJor prOJects will
,generate new 1nvestments.,. : . : .
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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 ¢oal 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, while
metallurgical coal output will decline. 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.

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 over 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
employments In 1977 this sector generated half of provincial
value-added and approximately two~thirds of provincial employment.
The fagtest growing component of this sector is financial

"~ services, which is increasing due to the financial requirements of
the 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 at least thyrough the early
1980s. The Alberta tourism industry may be an increasingly
important part of the service sector in the future, as indicated
by the success’ of the " Stamp Around Alberta program.

SubjProvincial Circumstances

E Albérta'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 the limited opportunities
in the rural areas of northern and east-central Albertas Although the
trend has been slowing, employment growth in the corridor-remains
strong. .Currently about 70 per. cent of total employment is in this
area. .

Despite relatively slow growth in-the past, many rural
communities have the potential to diversify their economic base-and -
participate in the province's economic growth. Further processing of
agricultural and forest products could lead to increased ‘activity in. all
. economic sectors of the rural comminity.  This could: be further
supplemented by increased tourism development. S

'MAJOR ECONOMIC DEVELOPMENT PROSPECTS

, 'Construction of the Alberta portion of the Alaska Highway natural gas
" pipeline is now expected to commence in late 1979 and be completed in .

: 1983, This project will .provide a major stimulus to. the province since

a sizeable portion of the labour and materials will come from Alberta.'

. Three energy—related ventures may commence during the next
five years: Syncrude may expand as early as 1984 .Shell has proposed a
$4.1-billion plant to be begun in 1981; and Imperial 0il’ has proposed

-/the construction of an on-site. heavy oil plant near’ Cold Lake. Thefit",f'

-..scale and timing of these developments will depend upon the future world
i.price for crude oil.

‘Several heavy o0il upgrading facilities have been: discussed for:

the Lloydminster area of- Alberta or Saskatchewan with Construction
schedules indicating a 1982 completion.pf'] :
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The development of a major petrochemical industry has been

identificd 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
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 edergy sector also.
contribute to the positive outlook for the early 1980s.
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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 seen a convergence of the economic growth
trends of British Columbia with those of the rest of the country, in
contrast to the more rapid 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 traditionally 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 1nterruptions to world supplles
(e.g. copper) could gsignificantly benefit the provincial economy.

In comparison to the--Economic Circumstances and Medlum—Term
Prospects by Province" published .in February 1978, the cirrent
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 ircreased 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 5. primary forest and mineral- products.

ECONOMIC CIRCUMSTANCES . = . = e
Demographic'Trends S ' ‘ ' !

The population of British Columbia on July 1, 1978 was estimated- to be
2 533.000, an increase of 35 000 during the previous year. This’ is
substantially below growth levels of the early 1970s.and reflects,vin
part, the very buoyant econom1c conditlons 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. 1In comparison, non—metropolitan areas recorded a
population growth of 16.2 per cent .during the same period.

' Labour Markets~

The British Columbia labour market ig characterlzed 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 months 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.;‘

Cold Steel indn
and fewer new .o

£ AT, v, o
The climate for investment tn British' ColumbfanhastimprOVed in recent

years. Historically, investments in the provinCe have. been’ dominated by
'large—scale resource and utility deve10pments. Recent initiatives to
promote small business, particularly in manufacturing and the travel )
industry, are expected to have important local impacts. ' As an’ energy-
rich province, the ‘medium-term prospects for British’ Columbia will
remain favourable with respect to capital’ investment in energy. as Well
as the forestry and mineral industries. New capital investment '

’Investment‘Climate
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estimated at $6.3 billion in 1978 will represent an increase of ll.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 modify earlier
predictions of vegetable and grain crop losses. Present
expectdtions 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
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

115



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. " . L : .

'Sub-Provincial Circumstances =~

‘The Alaska Highway natural gas pipeline and the Revelstoke Dam projects
may -have a significant impact on the provincial economy, especlally in
‘cértdin 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 1ndustries.i-

HAJOR. ECONOMIC DEAVEIIJOP'MENT PROSPECTS

o External factors will dominate ‘the medium—term future of the province.

'“(‘ Investment decisions relating to, thermal and. metallurgical coal
ut»resources,.copper«resourcesr interior sanilling development and- pulp _

A ‘“and pzper opportunities Wlll as always, be determined largely by export

vl
- b e !t,

the Alaska Highway. natural gas pipeline and the construction of ‘more.
hydro-electric generating capacity ‘in northern British . mbia'are‘?

additional development opportunities ‘that’ may come to fr"tion in. the
o next , few years... , .

. Lo BRI SR 1ol SHRIN e i
:a|uu'fmk~u.u, CooTTrsnn el (e eRTERIencus ot « ;W~~“
' Current: overcapacity i the‘hbrld‘ HEE1C L HA St Yy has res
loWer" prices for ‘metallurgical coal eﬁd”%“’”@‘ﬂéémabﬁﬁracts. North-“
EHSEYdHaT "and” ‘axpanded Kootenay coal production are unlikely to find
_markets before the 19805. The full explortation of . these developments
Wil likely require additional port facilities at’ Prince Rupert and " .
! SVaﬁcouver and”additional bulk“railhandling AT ag, " Developmentfof ;f
;gj“”@“bééits at 'Hat Creek, near, ,Kamloops, ‘for domestic thermal power- ;
,,“ngneration is|a .ma jor. opportunity that could .be’ realized in;the- medium
Gl term.nuThermal ‘coal’ production for export, mainly 'to’ Japan and“Korea,

‘(imkmay‘be brougHt,on—stream from eXisting coal mine operations in the_East
IVITIIR YR 0
A ReO Y endys .or’

o
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Although copper 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 from
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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| 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 js an
attempt to provide a regional perspective that is' complementary to the sector-by-sector analyses provided by the
Department of Industry, Trade and Commerce. ¢

2, The organization of the paper reflects these objectives. There are four regional reviews (Parts 11-V) within
which the subsections are organized in order of points (1) to (3) above. The remainder of Part | setves 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 reglons 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 equipment (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 feit
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. Between 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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Comparatlve Regional Advantages and Constraints

6. * Opportunities exist in all regions and each region has- specific probléms WhtCh lf 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 Ontano and the
West. ' .

75 A Important advantage possessed by the Atlantlc Reglon is its strategi(, 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 minerais. However, for the present, diminished prrmary fish and forest resources are
Ilmtting 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
relat;vety more vuInerabIe to externat policies and.economic factors than their counterparts, pamcularly in Ontario.

8. The Western provrnces s especrally Brltlsh Columbla 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
consrderably larger than that of the Atlantic provinces and the existence of several dynamic metropolitan centres g|ves
this region a further advantage over its eastern counterpart. However, western manufacturipg is expected to remain

relatively narrowly based in the.medium term and thus vulnerable to unstable world markets in the resotifce 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 explortatlon of certarn resources,
particularly energy, may also be limited by shortages of appropnatety skilled labour. : ‘

9. Southern Ontarro has a locationat advantage wrth 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 these advantages.

- The north depends on manufacturing that is closely related to the resource sector and because of its rélative isolation
has had dlfflcutty attracting a more diversified manufacturing base. Manufacturing in eastern Ontario tends to be
concentrated in sectors (e.g. texti!es) which face increasingly strong foretgn competmon

10. Quebec and Ontario have tradltronally shared the pos|t|on of Canada’s manufacturing heartland Quebec has
been better endowed with certain-natural resources, notably iron ore, asbesios and hydroelectricity. However, the
overriding 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 suppliers, even with tariff protection.
There are important intra- regtonal variations -in . manufacturing acttvny within the province. Over 70 -per cent of
manufacturing employment in Quebec is concentrated in the Montreal region. In. other regions, manufacturing. activity is
less diversified and is oftén closely related to the exploitation of natural resources. These regions are highly sensitive to
world market fluctuations ,and include many communities which depend on-a single |ndustry :Other regions face
important adjustment problems because & high propottion of their industries are concentrated in traditiorial sectors. On
the other-hand, Quebec has a number of comparative advantages which could:lead to the development of new
industries?thé xattractron of the.Montreal urban area, a well-qualified labour force, the abundance of natural resources
including hydroelectrrcntynand a: strong industrial-base and technological competence in some sectors. However, the
perception of greater opportunities in other Canadian regions may be making it more difficult to attract t6 Quebec private
investment in modern and hngh technology manufacturing which-could replace the dechnrng sectors,
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])1” i Therd ‘are of W rse, ‘other factors ‘which" will tend- to‘{‘llnl ighice’ ,f,ﬁ,é",‘???t' ’ future manufacttmng ‘For
amf f(elone of the étrad al advantages of Easterr Canada from 7 the dhtrepréneiir' 1l has been its' lower
t of -labolir, - Howev /. regional wade ' diffefentials'have 'all‘but’“dfsa pearet A any' ségtors’ Other less: easily
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{2 O ARG The outlook to 1985 Is Iess brtght |n the Atlantic Regron‘thah inthe. Ontarto or Western Reglon Barnng
a bonanza such as the discovery of substantial offshore oil or gas, the region may be pressed to hold its national share
of mariutacturing output. The principal'probiem is with the fish and forest resource bases from which the Atlantic Regien
derives overi30, per,cent .of.its, manufacturing employment and value ‘added. New fisheries .management pohcles will
enableithe, strong recovery. of; .many-stocks.over the.néxt 10 years and it i is expected that. employmentin fish’ \processing
" willincrease; in- step, but. this. will, take time. To, take advantage of. the opportunities in the Atlantic- fishery, the resource
.wilt have tohe harvested and. processed at a competmve cost-and. new foreign markets. W||| have to-be penetrated. Good
forest management, policies will be, needed to bring wood. resources back to their former quantrty and.quality. This tco
- will take time: Meanwhile,, thespulp and paper mdustry appears dble to hold its own In terms of. output Growth potenttai
exists in. shipbuilding and especrally in ship'repair. This could, result from the eventual renewal and expanslon of the
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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 corresponding 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 term.
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 a rise of about 13,000
in transportation equipment. If cost-competitiveness can be re-established and investment stimulated, the overall
outlook for Ontario manufacturing is encouraging. However, there wili probably be a continuing decline in certain weak
sectors (e.d., 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 heavlly on military wotk. 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. Telecommunica-
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 condmons
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,
Manufacturlng 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 agricuitural products. Increased salmon harvesting
Is anticipated over the longer term as a result of salmonid enhancement program in British Columbia. The forest
products lndustry is expected to remain strong with pulp and paper stable.

I 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 § 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 Attantic 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 mcreased in |mportance -over the
past 15 years.
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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 relativaly 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 Ontatio. And while Ontario was able to maintain the level of its manufacturing vaiue 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 Atlanitic manufacturing industry sirice the early 1960's but rather indicate the greater relative sensitivity of
the Atiantlc Region to sluggish economic condmons in Canada and its principal trading partners.

TABLE 1 )

. MANUFACTURING INDUSTRIES ATLANTIC HEGION
(a) OUTPUT (mlIlIons 1971 Dollars)’

/

, - B o  RDPIn
. : , : RDPIn - Manufacturing .
L o Manufacturlng» ~-agapercent
S Reglonalneal . .. RDPIn N aaarercent of Canada
Year . - ~_DomestlcProduct - Manufacturlng P - Total . "~
1961 " " 3180 .. 88 .. 22 . a7
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o 6324,? T - Y
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» miniThe dlstributlon ofrvalue added andremployment by manufacturrng sUbgroup ’

(based on 1974 data).Gaps:in the table are the:result of confldentlallty requlrements rmpo h‘ en only a smal! number of
reporting establishments exist. The gaps do:hot necessarlly indicate that tHa'omittédidata are'insighificant; For'example: in
1974:the:SYSCO. steeliplant.(which would fall under primary metals) employed almost 4,000; the Michelin tire plants in

Nova Scotia (under rubber and plastic products) employed about 2,200; and the Bathurst lead smelter 550. In the -

transportation-equipment category. ~ including for. example, Various® ‘shipﬂréfds‘ the Véivo assemblyﬂp Halifax, the
Trenton; car.worksi-~there were. abolt.7,300 employediin- Novar Scotla‘% ‘d’Névs/ ‘Brunswick alon
value,added was.over $100. million making the transportation- equiphent '§ector/the third- most’ Imp ,

manufacturing economy ‘aftérfood and beverages:-and paper and alliéd products"' i VL

: nt in the reglonal

[
Viok

Comparatlve Advantages and Constraints .- . g

19" m’r“ The Iocatlon of the At!anﬂc Reglon, tradltionally a dlsadvantage In terms of North Amencan markets, has become ‘

}rllcreasiﬁgl‘ ‘str ate glc as the rndustrlallzed areas of North America and Europe grow more economically interdependent.
alifax i

‘ Saln qohn haVe already aChIGVBd rapld rates of growth in traffic as a result of.the shift to containerized cargo,-

and there may be addltional opportunities to move towards an lntegrated transportation and distribution’ ‘system to'service.

ATy

Interhatlohal trafﬂc In‘addition; the ‘existence at Canso, Lorneville, and Come-by-Chanceé of three of thé best deep-water

ports'on the Atlantic seaboard provldes a capablllty for servrclng glant bulk cargo vessols and for estabﬂshlng related
onshore industries, , S

Pobisy fo, Cainadd’s {,’-ni_ru,mlfu"‘| TS N P Tt L NP R

124

orrgsponding

o o




ol s 6 5 o S» A2 4 E am e s

20.

Relative to its population and area the Atlantic Region is well endowed with many of the natural resources
required for self-sustained 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). Many of these resources exist in
exportable surplus and in addition may be adequate to support a growing number of manutacturers Intent on supplying the -

regional market.

TABLE 2

MANUFACTURING EMPLOYMENT AND VALUE ADDED
BY INDUSTRY GROUP IN ATLANTIC REGION — 1974

Industry group

1.

1

11.
12.
13.
14.
15.
16.
17.
18.
19.

20.
1.

2
3
4
5
6.
7
8
9
0

Food and beverages

. Tobacco products
. Rubber and plastic products
. Leather '

. Textiles

Knitting mills

. Clothing
. Wood
. Furniture and fixtures

. Paper and allied

Printing and publishing
Primary metals

Metal fabricating

Machinery

Transportation equipment
Electric products

Nonmetallic mineral products
Petroleum and coal

Chemical and chemical
products

Miscellaneous

Total -

Manufacturing

Employment
Number Per cent of tota
26 862 32.2
1 5653 1.9
6 962 8.3
11 795\ 14.1
3135 3.8
3744 - 4.5
762 0.9
2415 2.9
2 470 3.0
1 149 1.4
579 0.7
83 489

Value Added i
$ imlllion Per cent of totfl
328 218
15 1.0 -
83 5.5
457 - 30.4
49 33
-62 4.1
9 0.6
33 2.2
52 - 3.5 J
— — 1
30 2.0
6. 0.4
1505

Note: Absence of data for certain sectors reflects insufficient number of reporting establishménts, 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 unreported 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 differ from the output figure in Table 1 which is calculated in 1971 doliars.

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 manufacturlng activity —
viz., shortage of private investment with which to create more productive plants, and a cost structure that has rendered
Canadlan manufacturers less competitive at home and abroad. A facet of this problem which is partrcularly 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 manufactuting industries compared with about 5 per cent in the rest of the country. This
comparative 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 appropnate development of
existing potential there should be no long term shortage of energy supply. .

22, With the exception of Prince Edward Island, the manufacturing |ndustr|es in the ‘Atlantic Reglon 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 to Canada as.a whole where only about 20 per cent of
‘manufacturing shipments are exported. In Newfoundiand, more than.60 per cent of manufécturing shipments are destined

for forelgn markets. Because of this export orientation, the manufacturing sector in the Atlantic Fteglon i$ more vuinerable '

to changes in-external economic and institutional clrcumstancesI than are most other reglons — partrcularly Ontario and
‘Quebec — which are less dependént on foreign markets.

23, Transportation costs constrain the abllity of many Atlantrc Ftegron manufacturers to compete effecthely 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 refatively more |mportant as petroleum prices rise. Although

distance may prevent substantial increases in sales of Atlantic manufactured goods rn the rest of Canada the same factor
may encourage greater import substltutron within the Atlantic Reglon . . . S

. Outlook for Key Manufacturlng Sectors

.24, ' The following, |ndustrles are of key importance because of therr present and potentlal sfgnrflcance wlthln the
’ reglonal economy: flSh processing, pulp and paper shipbuilding and steel .

125, in 1974, frsh processrng employed about 13,000 (16 per cent of the Atlantic Region’s manufacturing labour force)

, and contributed $130 mililon of value added (8 per cent of the manufacturing total). In recent years the [industry has been

“plagued by declining landings as northwest Atlantic stocks were depleted by heavyforeign and domestic harvesting. With

the declaration of the 200-mile limit and the adoption of a resource management strategy for the fishey, most stocks can

- Ube.expected to recover their former (1950) levels within less than a decade. The Gulf of St Lawrence stocks will probably
be slowerto tecover, those off.the coast ‘of Labrador quicker. . A

26, The 200-mile limit could bring major economic benefits to the Atiantic Regton but much will depend on Canada's
' /ability to.explolt the resources-at.a competitive cost and to market much larger processed harvests. This. will probably
vtrequlre»therslgnlfrcant penetration.of markets other than the U.S., which now has the opportunity to more fully. exploit major
stocks of.its:own. Canada’s ability to.capture. its- potential share of the world fish processing, industry-will depend on its
i:abllity to-harvest the resource at competitive cost. .In this regard, many European nations are-more:advanced and the
acqulsrtron by Canadran frshermen of Improved technology Wlll be necessary to explolt fully the new opportunltres
b tolaindy conud l,"l
27. " The flshlng rndustry has strong lrnks wlth the rest of the Atlantic Ftegron s economy: |t has been estimated’, for
‘exampleythat every job lost or gained.in.fish processing in Nova Scotia leads to 2.3 jobs lost-or created elsewhere in the
provlnce {The boatbuilding industry. In particular could potentially reap large benefits from the renewal and expansion of the
iz offshore fleet.-However; the future competitiveness of the Canadian fishing industry will depend-on keeping capital costs at
« aminimuiriiand this will: tend to:work against Canadian shipbuilders whose costs; even with substantial subsidies, may
prevent them from meeting the prices of foreign-built vessels. Nevertheless, the potentral for new construction and repalr is
_ slgnificant and with appropriate government pollcy and entrepreneurral initiative a healthy future for. the "Atlantic
boathlldlng |ndustry ispossibles .- - . .
28 in svummary, the AtIantlc frshery can expect a good recOVeryVo Lstgcl;k';s‘ ”'m'o'st areas wrth a resultrng lncrease in
prrm [ prodUctlvlty but relatrvely little, ‘it any, growth in primary.. e ,poyment” There WIll eventually ‘be’. expanded
opportunltles for flsh processlng and other manufacturrng related to the |ndustry B 'ea hopportumty isa challenge since
lnternatlonal markets for fish’ products are expected to becofe ) more competrtlve than BVer.,. e .

) he paper and allled lndustry group — prrmarrly pulp’ and paper manufacturers — domlnates Atlantlc region
‘o nufacturlng, contrlbutlng about 80 per cent of value added and 14 per cent of. manufacturing employment ‘As-wlth the
frshlng sector, the pqu and paper mdustry faces serious problems of structure and resource availabllity. In many areas the
.mills have, already. reached the level of allowable,cut for softwoods. Combined with extensive- budworm: lnfestatlon this
lmplles that. theytwlll ave to shiftto a greater use of hatdwoods. This-will entail costiy fechnical changes in the. affected
ime whe profrtabrlrty ls already weak Also the demand for hardwood pulp is.weaker than that ‘r» softwood

.0 1Polloy for. CanadasCommerclal Frsherles Envrronment Canada. May1976 p. 12

.12."6
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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 number 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. Dependlng on its product
at the time, ah 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 sanlIIlng 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 o%‘ 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
shlpbutldmg industry in the Atlantic Region should at least be able to hold its own, particularly if it can capture a fair share of
the fepair 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 ptoducing 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 operatlng losses. :

Il 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 different. 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 same 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 decteased over the period from aimost 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 centin 1976 and output has declined as a percentage of the Canadian total from 30 per cent in 1961 to 26 per
centin 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 period
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.

127



7/
TABLE 3
MANUFACTURING INDUSTRIES — QUEBEC
(a) OUTPUT (miillons of 1971 doliars)’
o _ RDPIn
“RDPIn Manufacturihg
o : Manufacturing as a per cent’
Provincial Real RDPin as-atpercent . of Canada
Year Domestic Product Manufacturing of RDP Total -
1961 - o1 3130 26.3 30.3
1971, 20006 " 5231 260 27.6 ..
1974 23536 6067 - . 258 o267
19761 11 23969 5900 © 46 259
fpd pep 00 w',"'.;'f‘?.:' G RS . . . - 3 Vo EE
(b) EiMPLOYMENT (thousands)?’ - -
SEHNANG e e L e T )
BT ' ‘ _ Manufacturing
o Manufacturing . . Employment.
N R Employment:. =~ .  asapercent
", . Empioymentin asapercent, - . . ofCanada -
* ' Manufacturing’ - _‘otTotal: 5" .- - " Total.. -
" sm- 7 2s3 oused
o et 2B 30 N

Sources: 'Estimates by the Conference Board in Canada. " .
y 2Labour Force Survey Division of Statistics Canada.
R RSP CAS T A P L T
R I B S R S . . . . P
37is nct'Quebecis heavily dependent on its manufacturing shipments to other regions of Canada. In' 1974, 31 per cent of
Quebec manufacturing shipments were destined elsewhere in Canada. The comparable fraction for Ontario was 24 per
ceiit. Another Important characteristic of the manufacturing industry in Quebec is the prominent role played by small and
. medium-sized businesses: These.account for. more than 48 per cent of manufacturing employment-compared with 40 per
cent intOntario. The predominance of small and medium-sized enterprises is particularly strong in the traditional industries
and Israifactor.contributing to the problems of these industries. . S

onnon ferrs 3,2&#,&3.! TS NPT (ETH L PR BRI

38. Over 70 per cent of manufacturing erployment in Quebec is concentrated in the Montreal Region making the
problems of the industrial structure of Montreal generally the same as those of Quebec as a whole. Manufacturing activity
in other regions of the province is on the whole closely related to the exploitation of natural resources. Consequently there
Is relatively little industrial diversification and thus many communities depend on only one or two industries. - -

Comparative Advantages and Constraints g : A

i ATRUVAG Y LT PO e g : i apmen

39.  Quebec enjoys a humber of comparative’ advan{ages on which to base the medium-term development of new
iridusties’havirigestrong growth: potential and higher levels of productivity. Among these advantages are: an important
consumer market; the Montreal Urban area Which is well equipped with services; a generally well-gualified labour-force; an

. abundanc@ofinatural fesources including;sybstantial hydroelectric sources; and an:indystrialibase and.a technological
competencelwhichyaresrelatively: strong.in. such: sectofs: as | ‘trqnsp'qr'tatj‘bng!,pgyipmp,rpgé,> and. 'co%rﬁpﬁic'éﬂop 5+ These
adyanteges should permit.giawthiin electroighemical.and blectro-metallurgical |ir,\,fdujstriq§,’@nd‘ihj‘t_hg‘; ﬁﬁ“f%ﬂﬂ{{ iofurban

te-based: jndustries 't

JINE

related to asbéstos; aluminum a{nd agricultural food products show prpmls’g.; : sl
o outrut. R o R P L o

40, 1 Nevertheless, there are a number of important problems which in the near to. medium term, ‘will*continue to
challengelQuebec's: manufacturing. industry, The most serious.of .these are. rooted in the structure of the industry itself.
Manufacturing In Quebeothas;recently been, handicapped by its:concentration I traditional slow-growth activities which’
havenbeen principally. oriented toward domestic, markets;: The province has remained, specialized-in; activities. where

transportation requipment,  aircaft, elecfronics, and, ‘possibly petrochemicals. A'rrjg_r)b»zrtlaédurg es'those

: R
- by IR T t
F l‘?_‘:‘_« (MR -

 historicallyiit held & comb;arétivq'\aq\;/ﬁénlt’age — in industrles;related {o primary resources (:g., forests) or. to the availability
ofioheap apg;qbu’n‘dgpt\Iabqp‘r,fl('eig:;;.,’trl\e secteurs, mous ~— textlles, leather:goods, knitting ir;gil_ls,garid¢.CIothing);fFor‘ years'
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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
tootwear 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.

TABLE4

MANUFACTURING EMPLOYMENT AND VALUE ADDED ' ' !
BY INDUSTRY GROUP IN QUEBEC REGION — 1974 :

Manufacturing

Employment ~ Value Added!

Industry group Number Percentoftotal .  $ million Per cent of total

1; Food and beverages 56 840 10.1 1 201 12.0

2. Tobacco products 5818 1.1 701 V 1.7

3. Rubber and plastic products 13822 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 16026 _ 3.0 ‘ 178 1.8

7. Clothing 67 139 12.4 661 6.6

8. Wood 24 771 46 A 371 37

9. Furniture and fixtures 20 051 37 256 2.5
10. Paper and allied » 45 367 8.4 1195 11.9
11. Printing, pﬁblishing 25 289 47 489 49
12. Primary metals ’ 30 267 5.6 | : 691 6.9
13. Metal fabricating 39 161 7.2 748 ‘ 7.4
14. Machinery ' 17 487 - 32 N 320 - 3.2
15. Transportation equipment 30 006 5.5 500 5.0 |
16. Electric products 33 692 62 635 6.3
17. Nonmetallic mineral products 15 545 2.9 346 | 3..4A
18. Petroleumandcoal | 3 254 0.6 349 a5
19. Chemical and chemical :

products » 26 779 49 . _ 742 7.4
20. Miscellaneous 18578 3.4 24 26
21. Total 3 . 541500 10045 | ‘
Current (1974) Dollars. See also note to Tabie 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 compbetitor countries. There are also problems related to production scale in some subsectors. The relatively small
size of the domestic market and lhe wide variety of product lines have often dictated production runs too short to maximize
output per worker. g ) .

42, The Quebec fumiture industry empioyed approximately 18,000 in 1976. The difficulties 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 cent of total Canadian employment in this sector. The industry has seen its position weaken, particularly with respect to
- its American counterpart. Among-causes of this relative decline are increasing costs of production, particularly for labour,
and c¢osts of transportation, of primary resources, and of equipment required by new government reguiations 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 moderhization and expansion should take place in:response to market opportunities as
.. demand.grows to absorb current capacity. It is expected that modermnization and expansion in Quebec and elsewhere can
be financed from the earnings of individual firms. ' ' S ‘
et : AR :
44, " The exploitation of new asbestos mines could give rise to important developments in the medjum 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 manufactured products might Include asbestos textilé$ ‘and papers, pipes of asbestos
-, cement, as, well. as, 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 thé finished products’in which the
e agpgggqg component typically constitutes Pnly a small percentage by weight. S R
. [ - i N .
1 1.45vinting Tihe transportation equipment industry presents severai development possibi_(ljt'l_és in aeronautical and marine
construction particularly as a result of military ‘Brocurement requirements and of future requirements for Afctic vessels,

12.8,0iicebreakers and, possibly, LNG tankers. Other possibilities which could buiid on Quebec's existing manufacturing .

..... .
1 v |

base, include the construction of public trahsportation equipment such as the LRC train, buses, and other rallway

5. equlpmenticaiing o e .
14.48chindbie electro-metallurgical industry might also have an’opportunity to expand, iparlicdlarly in_the Montreal

Region which can offer electric energy at a competitive cost and in which are located many firms already specialized in
i this.activity:where sybrcontracting is important. . . g B R e

2

indd - Ve

o
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16, 4%10ctnc There dg;a possibility of increasing.the production capacity of the Montreal petrochemical complex, currently
one of three major petrochemical centres in Canada. Most units in the complex are now producing at a competitive cost,
i7.Inparthecauseithe capital costs of the plants have been substantiaily amortized. In the short to medium-term, most new
capagity;in the Canadian petrochemical industry is expected to be locatéd in Ontario and,Alberta, while.in the medium to
longer-term signlficant renewal and expansion can be anticipated'in Montreal.. =" . T Ui
i8  Powoleurnand coal - 0 ) B UL R N I

il Wiy e oo

{9, Chomical and themigsi

. producis . - nad Ay : 5 o . o qR0G. L LR
20. Miscellaneons : , R R ¥ Tt L o ;
. IV MANUFACTURING PROSPECTS IN ONTARIO A o
21 Jotab : SR . - 19921

~ The Role of Manufacturing in Ontario

o . FAN L Soo alier s BTE e b 7t o . . . o . . : : ’.
I ggrrent ( ’Bﬁ}ér{%"dgnﬁihétbs'the',C’énaﬁlan’hanufacturmg industry, accounting for over haif the output and just under half

SO e SUASBUTS U ri gl o L e LN 2 d 2 s bt RSN h
SO Al BRIoy ki (TaBIE 8 ) Québec: By 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 productive, contributing 29 -

per cent of Provincial Domestic Product with only 25 per cent of the employed labour force. Ineach of the-other three
;";:fi,vE‘,?,gi?,tE‘é'a;i?f Atlantic, Quebec,.and;the West — the share of employment in manufacturing very nearly matches the share

of output, S : : ) . R
53, %ntario still possessen must O fnv o) 60 Hhi 1 e Sliend g t,,u';;;':‘-';‘::* '\_};..;.’.,.%;-".:3 NI R
sizdg] the (Bétween 1971 7ardin 9765 the' value, of olitput: (iTey, value;added in. constant dollars)-in:Ontario, manufacturing
achnoreasédby:17:percentiwhilel employment,went up .10 per cent..in the economic downturn:between.1974.and: 1976,
thewhenzational employmentiinimanufacturing dropped by about 4, per cent; the,decling in Ontario:was only 2.8 per.cent,
rarthen shallestirelative floss'| amorigiithil four/ regions: Howeve rii-overs thisi: sathe | two-year: period;- whi
Mopariifacturing output was tinchanged; output in Ontario declinedimarginally,by.0.3 per.cents: (i s":

-~
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TABLES5

MANUFACTURING INDUSTRIES — ONTARIO
(a) OUTPUT (millions 1971 doliars)'

RDP in
Provincial RDPin Manufacturing
Real Manutacturing as apercent

Domestic RDP in as a per cent of Canada
Year Product Manufacturing of RDP Total
1961 19 105 5 245 27.5 50.8
1971 34 538 . 10 238 29.6 541

i

1974 40 264 12 032 29.9 ' 47.5

(b) EMPLOYMENT (thousands)?

Manufacturing

Manufacturing Empioyment
Empioyment as a per cent
Total Employment in as a per cent of Canada
Year Employment Manufacturing of Total Total
1971 _ 3114 840 270 46.8
1974 3 550 950 268 46.9
1976 3 689 923 25.0 7T
S : 52.9
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 dechne in the size of that age bracket would reduce demand for manufactured consumer products prowded
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 Ieadlng 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 provirices. Total manufacturing shipments for Canada were $82.5
billion and thus Ontario accounted for one-half.

'Ontarlo Ministry of Treasury, Economlcs and Intergovernmental Affairs (TEIGA); “A Long Term Projection of Ontario's
industrial Development Pattern” — June 1976.
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TABLE®6

MANUFACTURING EMPLOYMENT AND VALUE ADDED BY INDUSTRY
GROUP IN ONTAHIO REGION —1974 -
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53. . i Ontarlot}sltill possesses most of the factors whlch have allowed |t to domlnate Canadlan manufacturmg The
size of the;Ontarlo market and:its, closeness to the. .mid-western and.northeastern United States markets are Important
advantages for.consumer-oriented. manufacturing. and for exploiting economies of scale. The relative compactness of
these markets. and their..proximity could be-increasingly important as_ increasing energy prices contribute to higher
transportation costs. The Ontario.manufacturing industry.is also well, placed to' serve the Quebec miarket, partlcularly the
Montreal area; The size and diverSIty of Ontarto s manufactunng mdustry continues to be attractlve in |tself because it
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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 Ontatio will probably need to develop.
Southern Ontario also provides a full range of housing, cultural and social facilitiss, 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 setlous problems are, as in
the rest of Canada, iow levels of investment and higher costs for products that face increasingly stiff foreign competition.

- The two problems are related in that the lack of investment has prevented labour productivity increases commensurate

with wage gains. n 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 degline.
Competiton from low-cost foreign producers has also reduced the share of several domastic markets which Ontario
manufacturers have traditionally served. Hardest hit have been producers of footwear, clothing, textiles, slectronics 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 structuts. As birthrates decline, there is a trend to an older population
and an associated dsclins 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 siectric) could thersfore experience a contraction in their local marksts over the next 20 ysars. On the
other hand, entirely new products catering to a relatively older popuiation may offset some of the decline.

57. The ability of industry to deveiop new products for changing and more competitive markets requires an intense
and continuous sffort in research and development. Ontario manufacturers as a whole lag well behind the R & D
investments bsing made in the U.S. and in most other developed countrigs. Partly, this failure to invest adequately is a
consequsnce of the “branch plant” nature of many Ontario manufacturers.

58. The growth of the manufacturing industry in Ontario has besn 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
soms 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 reducs the region’s potential.

Outlook for Key Manufacturing Sectors

59. Strategic industries in Ontario inciude transportation equipment, iron and steel, aetospace, forest products,
petrochemicals, telecommunications, machinery, and nonferrous metals. These are strategic for a variety of reasons
inciuding export potential, degres 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 smployment
was located in Northern Ontario.

60. The transportation equipment industry accounts for about 12 per cent of Ontario manufacturing indystry
smployment and about 17 per cent of output. Ontario has 96 per cent of all Canadian auto parts employess and 86 per
cent of all assembly workers. The prasperity 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 heaithy and enjoys good
market prospects though the Ontario sector will face strong forsign 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
gstablishments, 75 per cent of all smployees and 80 per cent of vaiue 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 compstition
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 compstition 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 fuliy-integrated operations with a wide selection of products,
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to smaller enterprisés specializing in only a few product iines. 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
constraint 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 airiiner; 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 deperident on “offset” agreements whereby Canadian manufacturers are guaranteed a share of the construction
of military aircraft purchased abroad. = - v ‘ . :

63. The Ontario forest products industry is primarily located in the northern and eastern parts of the province and is
an important contributor to export earnings. In 1974, Ontario had 25 per cent of Canada’s employees in pulp and paper
and contributed a similar percentage of total industry value added. High labour costs, rising production costs, and the
need, In some instances, for further capital investment are Important difficulties currently faced by this industry which, as
a consequence,’ has' lost some markets to U.S. producers. The stability of the industry could. be enhanced by
investments in supporting infrastructure, and in better management of the forest resource. If these investments are
madé and if international demand for the ‘product is strong and stable ‘there should .be, littie need for significant
employment adjustment. Pulp and paper miils are of great economic importance to several remote northern and eastern
communities. There are about a dozen communities in Ontario which are heavily dependent on a local mill.

64. -%\'"'Th'é'b'ét’rochemlcal industry in Ontario is predominantly located in Sarnia. In'1974, Ontario had about 40 per
cent of Canada’s employees in plastics and synthetic resins and accounted for a similar percentage of thg industry’s
value added. The markets for these products dre'éxpected to remain strong. The products of the industry are oriented
not only to the southern Ontario consumer market, and to the agricultural sector, but also provide important materials for
other ' manufacturing industries in the province. The emergence 'of a-petrochemical industry in the West may. reduce
somewhat the;scope. for future expansion in Ontario though the long-term growth trénd of the industry leaves ampie
room for appropriately timed expansion in both Eastern and Western Canada. ot : ‘

65. ' "The'lelecommunications industry has'important high technology characteristics.' In 1974, Ontario had 65 per
cent of;all Canadian, production workers in this sector and accounted for a similar share of the total value added.
Northern Telécommunications is a good example of Canadian multinational company in this field. But this does not
imply;that future expansion will be In Canada-and indeed Northem Telecom is moving some’ production to the.U.S. and
has established a research facility In Califorriia!Névertheless, the Ontario teleconimunications industry is'strong and
exports have;been;growing. ey - - e ,
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66, ;\‘/-,a(wa{ Jmiscellaneous machinery and equipment manufacfuring industry is weil established in Ontario and given -

the size of the domestic market and the potential for export to the U.S!, is expected to remiain an'important component of
Onfarjo's manufacturing industry. In 1974 Ontario.had 60 per cent of Canada's employees In this'group and contributed
65 per cent of valte added, Both employment and the value of shipments have been incréasing steadily. The Vitality of
the industry depends to a large extent on a concentration of relatively small but high-technology enter’prisesiwhich can
rub’ shouiders and exchange new product ideas, Ontario offers an ‘excellent environmant for this activity,'giving the
industry a promising future. Nevertheless, there are a few instances where plants are-becoming obsolescent and some
adeskm'gpt,qythe firm leve! will be required. e - L e _ .
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67. ;;,,;;The R[chssip_g of nonferrous me'ta‘lsfis‘a;fundamentally strong indusiry in Ontario, but one subject to sharp
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swings in demand for the primary minerals. When demand is weak for a particular mineral — as is now the case for -

nicke| -+ all the. associated. primary processing activities are adversely affected, Unfortunately, these effects are felt

TN :

mdétvgt‘rqﬂg!y;lri' Northern Ontario, where alternative economic opportunities tend to be limited, In the case of secondary

processing of nonferrous minerals the principal uncertainties are posed by potential tariff cuts’ and by continent-wide
rationalization,of some segments of the industry. e iy S . L
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68. An accumulation of geographic, historical and demographic factors has resuited in the economy of the Westemn
Region being highly dependent on its natural resource base. The importance of primary resource industries to Western
Canada is/apparent.in thelr conitribution to the region's 1974 total value’added in the goods:producing industries, haif of
whichi-@coruedidirectly. from the :primary sectors, .compared. with, only, one:quarter, nationally.: If: other; manufacturing
activities: directly: related to.ithei primary: resource:- base :are. included, ithe: resource:related: valug .added:in- Western
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69. While the west has been attracting an increasing share of total capital investment in Canada (estimated at 36
per cent in 1977), the manufactuting 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 Canada’s population, but accounted for only 17
per cent of both totai employment and real domestic product in manufacturing in Canada (Table 7).

TABLE7

MANUFACTURING INDUSTRIES — WESTERN REGION .
(a) OUTPUT (millions 1971 dollars)’

. - RDPIn
Regional RDP In Manufacturing
Real Manufacturing as a per cent
Domestic RDPin . as a per cent : of Canada ;
Year Product Manufacturing ot RDP Total i
1961 13078 ' 1567 ' 12.0 15.2
1971 23191 2840 12.2 150
1974 27 760 3 697 13.3 . 16.3
1976 30 717 3939 12.8 17.3

(b) EMPLOYMENT (thousands)?

Manufacturing

Manufacturing Employment
. Employment as a per cent
Total Employmentin - as a per cent of Canada
Year Employment Manufacturing .of Total Total
1971 -2 191 281 12.8 15.7
1974 2512 339 ’ 13.5 16.7
1976 2675 327 - 122 16.8
Sources: 'Estimates by Conference Board in Canada.
2| abour 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 ailied 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
1974, 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 procgssed
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 oply
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-reiated 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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TABLE 8

MANUFACTURING EMPLOYMENT AND VALUE ADDED
BY INDUSTRY GROUP IN WESTERN REGION — 1874 .

Manufactunng . .
S h c R Employment Value Add d’
Industry group ‘ Number Per cent of total $ miition Per cent of total

1. Foodandbeverages . 50077 181 ' C 1039 170
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;*Does notInclude flgures for IPSCO whlch has employment of1 300
Source Statistics Canada Catalogue 31-203,

73. Within the provincial economies,- the manufactunng sector Is most |mportant in relatrve terms’in British
Columbia, which Is the only province in the reglon 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 per cent 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 respectlvely The fastest growlng manufacturlng sector In the region isin 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, aithough 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 empioyment 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 manutacturing 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 sirength of its resource endowment (particularly ‘energy
resources) and access to Pacific Rim counttiés, the west promises to become a more dominant force in the Canadian
gconomy.

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 experierice 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 deveiopments 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 inciude such
activities as meat packing, selected cereai 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 vuinerable to fluctuations in demand for these products which in turn influence such
dependent industries as wood processing, agriculturai 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 exampie, 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 infiuence 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, royaities, depletion ailowances, environmental reguiation, 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. Development of tar sands extraction technology is expeéted 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 Lioydminster heavy oil deposits-in 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 suited to smaller communities
since operations of economic size tend tobe small; Iow technology is required; and lower wage rates are essential for
vrabrllty

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-retated industries will create a growing regtonal market for materials and equipment of an
|ncreaslngly specialized and complex nature. The demand for pipe for theé Alaska Highway Pipeline may lead to
expansion of the IPSCO steel plant in Regina, and there is a possibility of building pipeline valves in Alberta. There
are growing industries, partlcularly in Alberta and British Columbia, supplying equipment for the resource-harvesting
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 rellable off-highway
carriers which should create opportunities for local manufacturers. The somewhat unique logging conditions of the
entire. reglon will require improved log skidders and trailer units to efficiently move the logs to the various pulp mills
. and sawmills. Additional resource developments 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 forimpoft substrtutron

82. “The food and beverage sector is expected to offer sugnrflcant manufacturing: and processrng growth
opportunltles Factors which favour the industry include the Iarge arable land base, limited urbahization pressure on
land use and costs, untapped potential for specralty irrigation crops, and excess teedlot dand slaughter facllities. A
major development which could aid this sector is the South Saskatchewan River project involving a potential Irrigated
area ih'éxcess of'200,000 acres, of which only 55,000 acres are being utilized. This project, along'with the Sti Mary’s,
has the potential to provide, at least on a seasonal basis, much of the produce currently imported to the region e.g.,
carrots’ ’cabbages and onions. Abundant feedstuffs and adequate rangeland shoutd ensure the growth of pork and
cattle production, and may. lead to expanded meat processing if the U.S. trend towards shifting this. processlng back
to the soutés of’ production is adopted in‘Canada. The current production-levels of rapeseed and sunflowers in the
regron suggest that more vertrcally |ntegrated oil crushrng pIants may be lmmlnent as weII

83. . Prlmarlly as a result of the federal governments salmonid enhancement program employment ln Brltrsh
Columbia’s fish processing Sector is- expected to increase over the longer term. The-program is designed to double the
. salmon catch over a 30-year period and:while the impact on employment in harvesttng will be slrght employment in
processrrlg is expected to increase over the perlod as current plant capacity in the sector becomes moreé fully utilized.

84, Forestry related industries, which play a leading role in current manufactunng in the West are expected to
malntaln &'stable share of western manufacturing activity to thé mid-1980s. Wood products will continue to be a source
of -economic strength in British Columbia, although expansion opportunities  within the period are seen to be limited.
Interhational competition, particularly in the pllp and paper industry, will have a'dampening effect on this sector-as in
other. parts of Canada. The western industry, however, has many strengths, lncludlng large forest reserves, efficient
Iarge scale plants ‘and'cidse proximity to the Western U.S. market. While there is sufficient resource for a number of
new ! plilp‘mills in British Columbia and Alberta, it is doubtful that any major expansion can be justified -on economic
grounds within the next five years. The demand for plywood is expected to grow at a rate of aﬁproxlmately 3 per cent
_ annuélly, ‘With an averagé of one new mill coming on stream In Canada every year Most of this new capacity would
oceur | in British Columbia. There will, however, be some ratlonalrzatlon of British Lolumbia mills as outmoded mtlIS inthe

1N

lower'mainland (Vancouver) area are closed and new modeérn facilities are'bilt closer to thelr resource base. i:

85. © Looking ahead to further conversion of forest resources, there will probably be a concerted effort by the F‘ralrle
provinces to find commercial uses for the little used poplar species. For example, the converslon of poplar to cattle teed
or to alcohol for fuel, and possibly to fermentatlon products isa potentlal opportunlty Lo .

ceqisde |,..,t~}, e g i jee lll' 5,,10”..‘, .

R R N |
EARTERFR LR RIFINIE NN

. . ; BT R T L S T O A
fo, e s . . L. . b
IS PR IR L S )Ili'

138




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
manufdcturing Industry is already faced. The table presents, by region and by major manufacturing group, estimated
average monthly employment caicutated 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 variation. The data are derived from the unpublished monthly Labour
Force Sutveys 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 etror. ,

The Labour Force Survey data indicate that average monthly empioyment 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 employmant 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 gdin 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 sngniflcant that the Atlantic
was the only region failing to register a gain in any sector. In Ontario there was a sharp drop in electtical 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 Wast appears to have actually increased its manufacturing employment sllghtly, the only region to
reg|ster any net gain in the face of the national declme
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TABLE9

AVERAGE MONTHLY EMPLOYMENT IN MANUFACTURING :
JAN-OCT. 1977 COMPARED WITH JAN-OCT. 1976 (THOUSANDS)

: . , _ Atlantic Quebec Ontario | Wes.t o Canada
Foodandbeverages . 87( 0)  68(+d) 97(+2) 55( 0) . 257 (+6)
Tobacco products . 5(—1) o 0) e 9 (—1)
- Rubber and plastic -_ S , S ' '
“products -« e )| 16(+2) . 37(+2) L 4+ 61 (+5)
Leathr .+ a3y 7o . 80(-2)
‘Textiles . - e( 0) 28(-9). - . -ée(‘—s)' R YOS R 58 (~14)
Kar;fa'ngmms R ', . Ce(-4) o e(+l) .t 14(-9)
Clothing L C Ta-e 2801 10(=2) _. /:‘106(—6)
‘Wood "t '_“ R 7';;t) .30 (+3) ' 211(+4')' C U es(-5) . 121(+2)
Furnltureandflxtures L oo _"4.25',(_.+3) ' 27(;_1) C o 9(+1) o 62 (+2) .
Paperandallled gl ,:40"(_'1'2) L a1 R (=3) " " 1'30,.:(—15)
Prlhtlngandpubllsh|ng 30 . a5+ "59;‘(§Lé) a0 421 (+9)

sk e Lo i : [ K
.“anarymetals,, 3(-1). . 87(-93) L70(0) . 14( 0) .l _,127(—3)

M :alfabricatlng | f“f_gf(‘j.o)- oas(-4) ’ 86 (41-) o i 26(+4) S At (1)
“Mahingry- 111t T N T 70(+4) 16(+1)' . 1‘o2(+1)
%r‘ang,';l;;raiisng'gdr,;mem" H".i.::‘-mé'(‘O) 38 (1) ' 133(+13) 25(+1)' 203 (+13)
Electrlcproducts ] 3( 0) 33 T8 14) e 10(+2) 120 (~12)

Nonmetallrc mrneral
products
!' W IREeP " [BERYENEY t )

Petroleum and coal .

61 (-5)

., 17( 0) |
24 (=)

6(-1) .

Chemlcal and chemlca]
products LR b

CEn 27 (—4)

ma Gy s [N AN DRI 0 o
Mlscetlaneous Lk o 19( 0);
) é{ Ut ru nt " 90( 4) 570 (‘ 29)“‘ Lrtugrdé :
RIS TR RN SVALI RN Lmo)ur
: ;)l'(g(}l’f'ﬂ‘; B I VR : _”';. RS PR R »;_.;;y - Llinvestissewn: ut
acouraging T ' ‘ Sa!)r icat lon et
oot henian SRR ' 'vi'_;‘zﬁ; Ies Arf'f/"'( ¢
ol Lo choare ety oo o C gud ndeass i (.

-Source: Unpubllshed monthly estrmates by the Labour Force Survey Branch.of Statlsttcs Canada L

- Notes: (1), The main table entries are average monthly employment estimates, computed with respect to the ten months,
. m]January to. October 1977. The numbers in parentheses are the changes in. these averages ftom the same
k period m 1976 Thus there were an average 106 000 '@mployed in'the Canadian’ clothlng rndustry between

January and October 1977. This was & décline of about 6 000 over the samé period in-1976. o

e (2) Ani* entry mdrcates that: there were fewer than 2 000- employees |n the regional sector The number is not

e opareportedie: TN

Covie L(3) The regronal data do not necessarrly sum to the natronal data because of roundlng error and the effect of

unreported data (i. e ) In certaln ceIIs C .
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APPENDIX A.

SELECTED
BRIEFING MATERIAL
ON THE

DEPARTMENT OF REGIONAL ECONOMIC EXPANSION



DREE

The Department of Regional
Economic Expansion was created under
the Government Orgnization Act in
April 1969, as an instrument to
coordinate federal efforts to reduce
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 introduced, including decen-
tralization of the department's
activities and decision-making
procedures, and the development and
signing of General Development
Agreements (GDAs) with individual
provinces.,

Departmental programming is
divided into three major areas of
activity: General Development
Agreements, industrial incentives,
and other. programs which include the
Agricultural and Rural Development
Act (ARDA), Special ARDA and the
Prairie Farm Rehabilitation
Administration (PFRA).

General Development Agreement
Mechanism

Since its inception, the GDA
approach has become the chief
in8trument of DREE programming.
There are General Development
Agreements signed with each
province, except Prince Edward
Island, where a l5-year
comprehens ive development
agreement has been in effect sinoe
1969.

Al

LE MEER

Le ministére de 1'Expansion &cono-
mique régional (MEER) a &té€ créé en
avril 1969 en vertu de la Loi sur
l'organisation du gouvernement pour
étre 1'instrument de coordination des
efforts du gouvernement fédéral
visant 3 atténuer les in8galltés
&conomiques et sociales entre les |
diverses régions du Canada, L'ob-
jectif premier du MEER est de voir &
1'exploitation rationnelle des
possibilités de développement des
régions 3 faible croissance de fagon
3 y améliorer la situation de
1'emploi et de 1'&conomie en général.

En 1972, le ministdre a entre-
pris une révision exhaustive de ses
programmes et de son orgariisation.
Plusieurs changements en ont résulté,
notamment la décentralisation de .
1'activité du ministére et des
pouvoirs de décislons, et
1'élaboration et la signature
d'ententes—cadres de développement
(E.C.D.) avec chacune des provinces.

Les programmes du ministére
s'articulent autour des trois princi-
paux secteurs d'activité suivants:
les ententes—~cadres de développement,
les subventions & 1'industrie et les
autres programmes qui comprennent
notamment la Loi sur 1l'am&nagement
rural et le développement agricole ‘
(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, 1'E,C.D. est
devenue 1'élément central de la pro-
grammat ion du MEER., Une entente-cadre
de développement a &t& conclue avec
chacune des provinces 8 l'exception
de 1'lle-du-Prince-Edward ol un plan
d'ensemble de d&veloppement d'une
durée de quinze ans est en vigueur
depuis 1969,




;Bach- GDA outlines an eronomir
“strategv whtrh is based on analysis
-of,, provinridl sorio-eronomir circum-
hstanres, .and sets out guidelines and
~eriteria for the implementation of

the strategy through the .development

andvsigning of subsidiary agree-= -

~ments, which, are designed to define
rand pursue. sperifir development L
‘opportunitiesn‘-;w -

PR A

v o

‘

{GDA’ _approach is the on-going process
of communiration, cooperation and

" corordinat fon which:has: developed
sbetween,DREE and:other: fedetel}
Hgover,nment departments.” Other -, -
;have beenuinvolved 1n\the develop-
iment and - implementation of manyi ..

.......

tfreqqenglyzc msigned or, co-funded

Yo Anothen,signifirant aspect of theiﬂ

(speqifie'Jnitiatlvesnalong with DREE'

sand. the rprovinges: conrerned Sl iih,

Lyee ‘(ﬂlA_l

(munm,; angd o
ape ratinng ' .
Regional Development Incentives

Program

W
7

The Regional Development Incens -
,civesmProgramfls(an important. ...
 Gomponent | of ;1 REEfpsogramming,%vér
romplements”the\GDA strategies.. In
(terms of.. expenditures”itﬁrepresepts
¢ Just under“one =fifth of the
Department's . annual budget.

Its main-
objective is to stimulate and preserve

productive employment opportunities by

encouraging manufacturing and
processing investment in the regions
“of Canada which are designated as-
requiring special assistance.: There

are designated regions in each of the

ten provinces, as well as the Northern

the program is the Regilonal
Development Incentives Act and

certain sections of the Department of

Reglonal Economic Expansion.Act, both

of which wére passed in-1969.

A2

Cpun element

- otére.etgaspour; objectif prinolpal de

., Chaque E.C. D. énonce une, stratégte
éponomique qui est fondée sur '
l'analyse de 1a conjoncture sorio-
economique de la province et. expose
“en outre. les lignes dirertrires et
les critdres qui régiront la mise en

- oeuvre de cette stratégie par le
biais. d'ententes auxiliaires qui ont
‘pour objet de ‘délimiter. et d'exploi—
ter des- possibilités prérises de
developpement,hh

LT RY AR
Le processus continu de communira—

. :tion, de rollaboration et dée coordi-

_nation qui a &té €tabli entre le MEER
et les autres ministéres féd&raux
ronstitue un autre aspect 1mportant
du mecanisme de, l'E C. D.,:Ciest ainsi
que d'autres ministeres et organismes
fedéraux ont éte appelés a partirtper
a l'elaboration et &. la”mise en
oeuvre de nombreuses ententes auxili-
,aires pour souvent en devenir les
cosignataires ou participer ?,1eur

. - la

Le prggramme desisubventions .au-
developpement regional

FIUYS L Ld V.o

Ce . programme,,qui se veub le
!complement.des E.C, D., est) lui aussi
ﬁimportant de 1'”, ion du

MEER.,lllfcompte pour, un’ pe: moins du
qeinquiéme: duobudget annuel

182 ngﬁnusdured'afcypitre les . poss ibi-
na lFéS "emploi productif en stimulant

1'investissement" au titre ‘de’ la

-‘fabriration et de 1la transformat fon

dans les régions désignes’du. Canada
qui nécessitent une aide spéciale.
Des régions ont &t€ désign€es & cette

" fin dans chacune des dix provinces
' _ - ainsi que dans les :Territoires du
Territories. The legislative base of -:

Nord. Le programme est r&gi par la
Loi sur: les subventions au dévelop-
pement - régional et certains. articles
‘de la ‘Lol sur:le: ministére de

. 1'Expans fon. conomique :rEgionale qui

‘ont toutes deux. &€ adoptées en’

T 1969+




The Regional Development Incen-
tives Program is both federally
funded and administered. However,
all provinces are consulted prior to
the designation of regions within
their borders. There 1is 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 Act (ARDA) was passed in
1961 to assist rural socio-economic
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 economic
circumstances of disadvantaged
people of Native ancestry 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,

A3

C'est le gouvernement f&déral seul
qui assure le financement et la mise
en oeuvre du- programme des subven-—
tions au développement régional,
Toutes les provinces sont toutefois
consultBes avant que solent désignées
les régions situdes sur leur terri--
toire. Les autres minist@res f&dé~ |
raux et les gouvernements provinciaux
sont amplement consultés aussi lors-
qu'il s'agit d'un projet important ou
d'un projet qui concerne une indus~
trie vulnérable ou encore qui suscite

-des préoccupations sur les plans des

ressources ou de 1'Ecologie.’

les autres programmes

La Loi sur l'aménagement rural et
le développement agricole (ARDA) &
€t& mise en application en 1961 pour.
aider & resoudre les problémes socio-
économiques en milieu rural, Dans le
pass€ les programmes sous la Loi ARDA
ont permis la mise en oeuvre de
projets soclo-&conomiques dans
plusieurs régions rurales au Canada,.
Toutefois, la programmation sous
cette Loi est maintenant terminge
dans toutes les provinces 3 l'excep-
tion de 1'Ontario, ou elle doit se
terminer le 31 mars, 1979, Les
principaux domaines d'activité sous

la Loi ARDA sont la réaffectation des

sols et des eaux, le rel&vement
social et la création des emplois
substituts., Dans quelques provinoes:
ces activités peuvent maintenant
faire '1'objet de support sous le
méchanisme des ententes—cadres/
ententes auxiliaires de d&veloppe-
ment., ' :

Le programme sp&cial ARDA vise 3
améliorer la situation &conomique des
citoyens défavoris&s, en particulier
ceux d'origine indienne vivant en
milieu rural, A 1'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=Quest,



NEAER

Fund for Rural Economic’ Develop—'
_ ment (FRED) agreements have provided. .
omprehensive rural development
. programs 1in several parts of '
Canada. i
There is a FRED Agreement in
effert with Prince Edward Island’
(the PEI Comprehensive Plan) ‘which
will continue’ until March 31, 1984,

" FRED Agreements with Québec- ‘and. New
Brunswick -expired in. 1976, and. the:wl,;v

Agreemept with Manitoba ended in-
1977{}f“fld ) ‘.me o

PR ENY

The Pratrle Farm Rehabilitation

Administration ‘(PFRA) has been a- _ff’
part of the DREE organization since
”.the department was formed in’ 1969

1t was, originally established in'”n
1935;..:Ma jor: PFRA - activities include
. watetconservation on individual ;j;
‘farms,’development‘of farm/wells,.
communlty water-storage, large—

tree culture, and rommunity pasture”“J"'

operations.

....

The Agrirultural Servive Centres~ Y

program -provides federal monies for

" 1976 et celle .aveg. ie Manitob“Qv
"" 1977. ‘o - ,', " [ : A r ’."

b,agriroles des par, iculier

t.. grande portee, l'a
© ' terres;’ l'arboriculture et l'adminis—
‘vjltration de paturages communautaires.

the" installationuof sewer: and water;iV”“
T farilitxes in seleoted prairie o )

i iy T

fﬂ'rentres serv1ng surrounding agrirul

permls la mise ‘en oeuvre de. plans

--géneraux de développement rural dans

maintes parties du Canada.

I1 y a une entente FODER en

~vigueur avec 1'lle-du-Prince Edouard

(Plan d'ensemble :de développement

' pour 1'I-P-E) -jusqu'au- 31l'mars, 1984,

Les ententes FODER avec’ le Queber et
le Nouveau Brunswirk ont” pris fin en

A sa creation ‘en’ 1969“1e MEER ‘a
pris en,charge 1'Administration du
rétablissement’ agrirole des Prairies
(ARAP) dont l'existence ‘remonte 3

‘1935.” ‘Les objectifs de ce, programme

sont, entre autres,<la conservat ion
des eauk dans les exploitations _

vv 5, 1'aména-
gement ‘des puits, dans.les-fermes;et
de réservoirs.-d'eau.collectifs;
certains travaux d'irrigation}de

| Ut
endement des

le. programme‘deS‘éentreS'de

“ﬂservices agricoles prévoit 1'attri-
“bution d'une aide_federale pourr

2 by xrl('ntlfy and
OVVLES. H)(‘ . m"‘h
te new







MAXINUM FINANCIAL PROVISIONS OF ACTIVE SUB-AGREEMENTS/

DEPENSES MAXIMALES PREVUES DES ENTENTES AUXILIAIRES EN VIGUEUR

337 §1 201

AS Or/av
01/01/79%
FEDERAL PROVINCIAL
SRARE/ SHARE/QUOTE- "
NEWPOUNDLAND/ QUOTE~PART PART PROVIN- OTHER/
TERRE-NEUVE TOTAL PEDERALE CIALE AUTRES
Forestry $ 54 966 600 47 778 500 7 188 100
Gros Morne 22 935 200 20 641 680 2 293 520
* NORDCO 4 910 080 4 419 072 491 008
St. John's Urban 68 000 000 $1 000 00O 17 000 000
Highways 1976-78 101 160 000 88 244 000 12 916 000
Planning 6 385 000 4 000 000 2 385 000
Inshore Fisheries 11 761 000 10 584 %00 1 176 100
Labrador Interim 22 097 000 19 662 300 2 434 700
Minera) 12 458 000 11 212 200 1 245 800
Tourism 13 264 600 11 938 140 1 326 460
Agricul ture 16 341 300 14 707 170 1 634 130
Rural 14 580 000 13 122 000 1 458 000
NOVA SCOTIA/
NOUVELLE-ECOSSE
Nineral 19 838 000 15 870 400 3 967 600
Halifax-Dartmouth 109 706 300 79 997 000 29 709 300
Canso 25 835 400 19 265 000 6 570 400
Agriculture 48 217 000 29 980 000 18 237 000
Industrial 16 289 000 13 031 200 3 257 800
‘Planning 5 000 000 2 500 000 2 %00 o000 ¢
Forestry 60 537 500 36 142 000 24 395 500
Tourism 13 750 000 11 000 000 2 750 000
SYSco 19 500 000 15 156 000 4 344 000
Energy 24 875 000 19 000 000 5 875 000
NEW BRUNSWICK/
NOUVEAU-BRUNSWICK
forestry 70 629 000 56 023 200 14 605 800
Industrial 30 227 750 2¢ 182 200 6 045 550
Kent Region 7 751 000 6 200 800 1 550 200
Saint John & Moncton 51 200 000 35 840 000 15 360 000
Planning 4 875 000 2 437 500 2 437 500
Tourism 14 743 000 11 794 400 2 948 600
Minerals & Fuels 11 313 125 9 050 500 2 262 625
Highways 1977-80 56 000 000 42 000 000 14 000 000
Northeast 9% 500 000 67 175 000 28 325 000
Agricultural #2 34 622 500 27 698 000 6 924 500
QUEBEC
Axes routiers 448 775 000 205 505 000 243 270 000
Forédts 138 333 000 83 000 000 55 333 000
Infrastructures ind,137 670 000 82 602 000 55 068 000
Agriculture 103 266 000 61 960 000 41 306 000
Minéral - 28 600 000 17 160 000 11 440 000
St-Félicien .298 000 000 30 000 000 20 000 000 $248 000-000
PICA 13 292 000 7 975 200 5 316 800
Assainissement 200 000 000 120 000 000 80 000 000
Tourisme 76 000 000 45 600 000 30 400 000
Equipements publics 34 876 000 23 261 000 11 615 000
ONTARIO
Northwestern ’ 50 888 650 25 444 325 25 444 325 -
Northeastern 28 996 650 14 498 325 14 498 325
Sinqle-!ndu-try 19 798 400 10 205 000 9 593 400
Community & Rural 9 456 650 4 728 325 4 728 325
Forest 82 236 500 41 118 250 41 118 250
MANITOBA '
Mineral 8 500 000 4 250 000 -4 250 000
Northlands 138 749..000 96 009 000 42 740 000
Industrial 44 000 000 26 400 000 - 17 600 000
SASKATCHEWAN
Steel 182 800 000 35 000 000 10 000 000 137 800 000
Planning 2 600 000 1 300 000 1 300 000
Qu‘'Appelle 33 700 000 17 960 000 15 740 000
Agribition 1 700 000 850 000 850 000
Interim Mineral 2 469 500 1 234 750 1 234 750
Northlands 127 000 000 87 000 000 40 000 000
ALBERTA
Nutritive Processing 17 000 000 8 500 000 8 500 €00
1976-79 Transpo 30 000 000 15 000 000 15 000 000
North 55 000 000 32 500 000 22 500 000
BRITISH COLUMBIA
COLOMBIE-BRITANNIQUE
1976~79 Highways 30 000 000 15 000 000 15 000 pOO
Coal - 1977/78 10 000 000 $ 000 000 S 000 ‘000
Industrial " 70 000 000 35 000 000 35 000 000
Agricultural 86 750 000 30 000 000 30 000 000 26 750 000
Travel 50 000 000 25 000 000 25 000 000
TOTAL ACTIVE/ L S
en vigueur: $3 668 225 605 $2 053 8ld 861 268  $412 550 000




APPENDIX B

SUMMARY NOTES | L

OF
INCENTIVES TO INDUSTRY IN CANADA AND AVATLABLE
>TO BOTH CANADIAN AND NON-CANADIAN INVESTORS

(Source: Foreign Investment Review - Autumn 1978)



Incentives to industry

o>

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 productnvnty
improvement, procure industrial design
services, and develop or introduce new
technology. Loans or loan guarantees
assist restructuring or rationalization.
Further 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 OHb5.

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 K1A 0H5.

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 KI1A OHS5.

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 0OHS.

Bl

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, Ontatio,

Canada K1A OHS.

National Research Council -

industrial Research Assistance
Program (IRAP)

Shares cost of selected research projects.
Contact: National Research Council,.
Montreal Road, Ottawa, Ontario, Canada
K1A OR6.

Pilot Industry/Labotatory Program (PILP)

Provides shared-cost research between
NRC laboratories and industrial firms.
Contact: National Research Council,
Montreal Road, Ottawa, Ontano, Canada
K1A ORe6.

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 prmcnpally to
manufacturing or processing operations
and loan guarantees are also available to
certain new service facilities. The
Montreal Special Area desighated under -
the DREE Act is eligible for grants.in
certain manufacturing or processing * -
sectors, Contact:Industrial Incentives
Branch, Department of Regional Economic
Expansion, 200 Promerade du Portage

Hull, Québec, Canada KlA OM4.

Federal Business’ Development Bank
(FBDB)

Provides financial assistarice 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 Development Bank, 901
Victoria Square, Montreal, Quebec
Canada H3C3C3.

FOREIGN INV_ESTMENT REVIEW, AUTUMN 1978



PROVINCIAL GOVERNMENTS
INCENTIVES e

| ALBERTA

" business information service on the

Alberta Opportunity Company

Provides financing for 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 ingtitutions.

Contact: Alberta Opportunity Company, .

Box 1860, Ponoka, Alberta, Cdnada
T0C 2H0

' Nutrrtlve Processmg Assistance

The maxrmum 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 humans, animals, or plants.:
The grants are available for operations .
anywhere in Alberta except Edmonton and".

. Calgary. Contact; Executive Director, DREE -

Program, Agriculture Bullding, 11th.floor, .

9718 —107th St., Edmonton, Alberta,
Canada T5K 2C8 o

BRITISH-COLUMBIA

British Columbia - Lk
Development Corporatlon ,

The corporatlon provides flnancrng in the
form of term loans, loan 'guarantees,,

. performance bonds, deficiency-
guarantees, leasing of buildings and
machinery, and'in special cases, equity. -
Whiie there.is o limit on the amount of
funds the corporation ma -provide, in -
large scale projects it prefers to- provide ;-
asslstance it conjunction with other - -
financial institutions, BEDC provides

" serviced land on a sale or lease basls to '

e secondary manufacturlng and related -
service industrles. Land is avallable. -
through the land development division. -
BCDC acts as project manager of large
‘capital projects in British Columbia,
Contact: British Columbia Development -

Corporation, 272.Granville Square, 200 . -

. Granville §t., Vancouver; British . = ..
Columbia, Canada v6C 154, L !

' Ministry of Economic Developn'lent

The business development program
provides assistance in marketlng British -
Columbia-manufactured products outside
the province by praviding financial "
' support to businesses to,participate ln
i .trade shows and trade missrons outsrde :

. cost assistance to employ outside

: :'z_Commerce, 155 Carlton St.,
,AManrtoba, Canada

_Canada. It also Jprovides a market
development assistance program, a
technical assistance program, a small
_businesses, assistance program and a-

* availability and source of various forms of °
- financial and other assistance to business,
*"Holdings I.imited :

The new busiriess service provides

- counselling and information about -

government regulations. Contact:
Business and Industrial Development
Branch, Ministry of Economic -
Development Box10111, 700 West -
Georgia St;, Vancouver, Britrsh Columbia,

kCanada V7Y 1C6.

MAN ITO BA
Canada-Alberta Subsrdlary Agreement on .

5 Manitoba Research Councll .

industrial Development Assistance
provides shared costs and technical

* assistance for research and development .

of new or improved products and. -
ptocesses. The Council’s Canadian Food
Products Development.Centre and *

' .Canadian Heaith Industry Development .

Centre provite advice,-in-plant assistance:

. and laboratory prototype work for food.
and feed industries and for products and

. dévices in health care respectively. -
- Contact: Manitoba Research’ Councll, 155
Carlton St., 5th floor, Winnipeg,

: Man/toba, Canada R3C3HB -

' _.Manitoba Department of
Industry and Commerce

,The Feasiblllty Studies Incentive Program

- assists manufacturing and processing

industries with shared-cost feasibility

" studies on establishing or expanding
manufacturing. The DREE Application

Incentives Program provides shared-"

‘conisuitants in the preparation of
> applications to the federal government’s
Department of Regional Economic

: Expansron programs for the establishmént

. or.expansion of manufacturing facilities,

_ The Productivity Improvement Program

- provides shared-cost assistance to identify
....problems and obstacles to growth. The

Manpower Development Assistance
Program provides cost:sharing of -

- manpower development programs.

Contact: Department of Industry and -
W/nn/peg, g
- R3C 3H8

NEW- BRUNSWICK

New Brunswrck Indmtrlal
Development Board

‘Provides financial assistance to '

manufacturers of processors, normally i in

_¢ the form of a loan guarantee or direct
;--loan, Adiministers a joint federal-.
»provmcial lnterest-free forgivable loan

PRI ‘!':'~‘,

‘B2 .-

. program oriented to small businesses.
. - :Contact: Department of Commerce and

" Development, P.O. Box 6000, Centennial
.- Building, Fredericton,. New Brunswick,

, Canada E3B5HT. .

New Biunswick Provincial

Will take an equity. position in
manufacturing companies locating in New
Brunswick. Contact: N.B. Provincial
Holdings Ltd., P.O. Box 6000, Centenhial
Building, Fredeticton, New Brunswrck
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

§ Brunswrck Canada E3B 5C8.

NEWFOUNDLAND

Newfoundland and I.abrador

' Development Corporation
This ;omt federal- provmclal corporation

provides équity and loan financing up to
$2.5 million for establishing or expanding
small and medium-sized businesses.

- Contact: Newfoundland and Labrador

Development Corporation, P.O. Box 9548,
44 Torbay Road, St. John’s,

Newfoundland Canada A1A 2Y4.

NOVA SCOTIA

o Industrral Estates Ltd.

Industrial Estates Ltd. is a crown
corporation for the development of
secondary industry in.Nova Scotia.
Long-term loans on 20-year first

" mortgages oh 100% of the cost of new

fand and buildings of secondary
manufacturers and up to 60% financing of
new machinery with 10 years to repay.

* Minimum loan financing available under
.this program-is $150,000. Contact:

. “Industrial Estates Ltd, 5151 George St., 7th
“floor, Halifdx, Nova 'Scdtia, Canada

BB/ 1M5. Also
‘Indstrial Development Manager,

: -Industrial Estates Limited, Niederkasseler
. Kirchweg 95, 4000 Dusseldorf 11,
. Germany ' . '

‘Nova Scotia Department of Development

The Nova Scotia Department of

.. Development is responsible for the
‘development of businesses and

- -industries. It offers loans to primary
-‘.,lndustrles, tourism, and fishmg through

" FOREIGN INVESTM'ENT REVIE_W,'AUIUMN 1978




the Nova Scotia Resources Development
Board. The department also has programs
of assistance specific to marketing,
management development, product
design and development and opportunity
identification; as well as a rural industry
program 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 Scotig B3) 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.

4

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 facillties

in industrial parks at attractive rates and .
flexible terms. Contact: Industrial
Enterprises Incorporated, West Royalty
Industrial Park, Charlottetown, Prince
Edward Island, Canada C1E 1B0.

P.E.l. Department of Industry and
Commercé

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 :

petformance 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 Develdpment

. Corporation (QIDC)

QIDC offers financial assistance to
manufacturing projects in compliance
with the industrial policies of the Quebec
Ministry of Industry and Cammerce.
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 G1S 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%
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-manufactured. - .

B3 |

products dre supported by interim
financing. The ministry also contributes
financially to the organization of trade
missions, 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, Dusseldorf,
London, Milan, Paris, and Tokyo. Contact:
Quebec Ministry of Industry and
Commerce, Industrial Promotion
Directorate, Place Ville-Marie, Suite 2300,
Montreal, Quebec, Canada H3B 3Mé6.

SOQUEM, SOQUIM, SOQUIP,
SOQUIA, REXFOR

These Quebec government-owned
societies are involved in financial
participation in joint ventures with
Canadian 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 3Mé. :

SASKATCHEWAN

Saskatchewan Economic Development
Corparation (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 flaor, Regina

‘Saskatchewan S4P 3V7.
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