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SUMMARY

This report documents the population decline which affected small Canadian
Communities between 1981 and 1986. It first reviews population trends from 1976 to
1986, noting that many small towns which grew during the resource boom of the 70s
later suffered with the 1980-1982 recession.

More precisely, the report reveals that 182 communities in Canada experienced
a decline in population of more than five percent during 1981-1986. This phenomenon
occurred principally in small towns of 1,000 to 3,000 inhabitants. The greatest number
of such towns was found in Quebec, especially in the Saint Lawrence valley. However,
the hardship was most severe in Newfoundland, where four communities experienced
a decline of more than 20 percent, and in British Columbia, where five towns saw their
population decrease by more than 20 percent and six others by more than 15 percent.

The second section of the report reviews the economic conditions of the early
80s and identifies the economic sectors responsible for population decline.
Manufacturing labour force data reveals that, with the exception of Quebec and Nova
Scotia, declining communities are predominantly towns whose economies are based in
the processing of resources, especially food and forest products. Unpublished labour
force data compiled by, Statistics Canada for ICURR also indicate that many declining
communities are mining towns.

Beyond sharing a somewhat similar economic base, the 182 communities differ
markedly in their demographic characteristics, income distribution, the importance of
service industries and the scale of their unemployment. The third section identifies 55
Census variables which are used to establish these relevant community characteristics.
As a result of the diversity among communities, the report concludes that community
development programs should differentiate according to income potential, the seasonal
nature of unemployment, demographic and population stability.
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SECTION 1 - INTRODUCTION

During the 1970s Canada recorded, for the first time since 1871, a greater
population growth rate in rural than urban areas. However, this expansion in the
periphery proved ephemeral. By the next decade, there were a greater number of small
areas experiencing significant reduction of their population and fewer undergoing rapid
expansion. Single-industry or resource-based communities were particularly affected by
the 1981-82 recession.

Since the early 1980s, there have been various accounts of drastic population
decline in resource dependent or single-industry communities. However, despite the
increasing concern about the future of such communities, there has been no national
study of this phenomenon. Most such studies have instead given detailed accounts of
individual communities, such as the demise of Schefferville documented by Bradbury,
or the case studies in two reports on regional unemployment in Canada written by the
Employment and Immigration Advisory Council of Canada'. As discussed in these
reports, the depopulation of individual communities brings about enormous financial and
social costs to both the federal government and provinces who wish to know more

about regional disparities than the global picture provided by provincial averages.
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The present ICURR study of Canadian communities with a greater than five
percent decline in 1981-86 is an attempt to fill this gap. One of the main objectives of
~ the analysis is to identify individual communities that have experienced significant
decreases in population and to determine the extent of their decline during 1981-86.
This includes identifying the declining economic activity responsible for depopulation.
Such analysis clearly requires the examination of major economic activities of
communities most affected by depopulation as well as various socio-economic
characteristics of their inhabitants.

In our analysis, 55 census variables have been taken into consideration. The
results show that there is not a single profile of declining communities but rather that
they vary along six main socio-economic dimensions. Development policies adopted by
the federal or provincial governments should therefore take into account the
demographic characteristics of the communities concerned, their employment and
income potential, the level of education and the presence of white collar positions.

The report is divided into three parts. The first section concerns migration
patterns and contrasts major regional migration trends during the seventies and eighties.
This sets the broader context for the depopulation phenomenon during the early 1980s.
Canadian communities most affected by the depopulation phenomenon during the 1981-

86 period are also identified.
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The second section comprises two parts. It presents a broad examination of the

economic conditions of the early 1980s, including the repercussions of the 1981-82
recession and structural changes affecting employment levels and distribution by sector
of the economy. ICURR’s results regarding levels of unemployment and the economic
base of the 182 declining communities are also presented. In order to better understand
the context in which communities experienced significant population decline during 1981-
86, this is followed by a discussion of employment conditions by sector of the economy
during the early 1980s, their repercussions at regional and community levels and
associated migration patterns. This sub-section also includes a closer examination of
employment conditions in industries most affected by the 1981-82 recession.

The third section of the report concerns the causes and impacts of depopulation.
In this section, the major traditional theories of migration, which link migration trends to
a decline in regional disparities are reviewed. Because regional disparities persist
despite major interregional migration flows during the 1981-86 period, an alternative
theory suggesting that migration may in fact contribute to regional disparities is
presented. Finally, results of ICURR's factor analysis of the 182 declining communities
are presented. To conclude, Canadian programs and policies in the area of regional

development are examined in the context of the results of this study.



SECTION 2 - TRENDS IN POPULATION GROWTH

2.1 - Counterurbanization in the 1970s

During the 1970s, Canada as a whole experienced a major shift in its pattern of
population growth. For the first time, since 1871, Canada recorded a greater population
growth rate in rural than urban areas. Between 1971 and 1976, rural and urban?
population increased by nine percent and six percent respectively®. Similarly, during
the 1976-81 period, the rural population grew by nine percent, while the urban
population increased by five percent'. In sum, the Canadian rural population expanded
by almost 15 percent during the seventies while its urban counterpart grew by only 12
percent’.

For the 1970s, Coffey and Polese® observed a tendency for the primary sector
(i.e., agriculture, mining, forestry, fishing and trapping) and traditional manufacturing (i.e.,
food and beverage, clothing and furniture) to grow fairly substantially in peripheral
areas. According to their study, 35 percent and 26 percent of the employment growth
in the primary and traditional manufacturing sectors took place in peripheral regions
over this period. Employment increased by 12 and 34 percent in these sectors of the
economy in the 1970s. In the United States, one of the reasons advanced by Garnick’
for the increase of jobs in non-metropolitan areas is the growing demand for natural
resource products that are available in these regions. This may al.so partly explain the

relative growth of non-metropolitan areas in the 1970s in Canada. Joseph, Keddie and
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Smit® associate the substantial growth of rural non-farm populations in British Columbia
and Alberta with resource sector expansion during this period.

There was no consistent variation in population growth rate by city size during
the 1976-81 period®. As a whole, metropolitan areas experienced net out-migration and
larger urban areas expanded more slowly than medium and smaller areas. Indeed, the
average rate of population growth in middle-sized urban centres of 50,000 to 100,000
population, was more than twice the average population growth of large centres of more

than 100,000 population (14.8% vs 5.9%) in 1976-81%,

TABLE 1.
AVERAGE URBAN GROWTH RATES BY Region AND CITY SIZE, 1976-1981
REGION

CITY SIZE B.C. PRAIRIES ONTARIO QUEBEC ATL. CANADA

< 30K n 9 13 25 15 12 74
m 14.0 22.9 6.1 3.7 1.3 8.3

30-100K n 8 6 17 13 8 52
m 11.9 11.9 3.0 4.6 2.5 5.7

100-300K n 1 7 4 3 3 16
m 7.0 12.0 3.2 5.5 3.6 5.0

300K+ n 1 3 4 2 0 10
m 8.7 14.6 3.4 3.6 - 7.3

TOTAL n 19 24 53 33 23 152
m 12.5 18.2 4.5 4.2 0.7 7.0

n=number of cities in categories

=average growth rate in percent

Source: (Simmons and Bourne 1984, 29: Reproduced with permission
of the authors and the Centre for Urban and Community
Studies)
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The urban growth pattern shows a westward movement with the most rapid
growth occurring in Alberta and the west in general (see table 1). In the Prairies and
British Columbia, the average population growth rate of urban areas of 10,000 and over
was more than double the rate in Ontario and Quebec. Among six out of 24
metropolitan areas that gained population from internal migration, five were located in
the west.

Calgary, Edmonton and Saskatoon, for instance, witnessed population gains from
internal migration of 14.1, 6.2 and 5.8 percent respecﬁvely in 1976-81. By contrast,
Toronto and Montreal lost 0.7 and 3.8 percent. This reflects the pattern of employment
growth in these regions with the three western urban areas undergoing the fastest
metropolitan employment growth, and Toronto and Montreal having rates of employment
growth well below the national average™.

This westward shift is also apparent when examining the inter-provincial migration
pattern during the 1970s. Quebec and Ontario experienced annual rates of internal
migration loss of 1.8 and 2.0 per thousand during the first half of the decade ‘and 2.2
and 4.4 per thousand respectively during the second half. British Columbia gained 8.3
per thousand in 1971-76 and 20.7 per thousand in 1976-81. During the same period,

Alberta witnessed a gain of 9.4 per thousand.
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This phenomenon resulted in a drop of Quebec and Ontario’s share of the
Canadian population from 63.7 percent in 1971 to 61.9 percent in 1981. The share of
British Columbia and Alberta’s population increased from 17.7 percent in 1971 to 20.5
percent of the national population in 1981%2. This westward movement in population
growth was particularly important during the second half of the decade with British
Columbia and Alberta being the only provinces to gain from interprovincial migration.

This trend in internal migration reflected the regional shift in economic activity
during the 1970s®. During this period, employment grew more slowly in Quebec, Ontario
and the Atlantic provinces than in the Prairies and British Columbia. Employment in the
manufacturing sector increased at a lower rate than the national average and decreased
in its share of employment, especially in Qusbec and Ontario. Meanwhile, the energy
sector expanded considerably, ‘notably in Alberta where 40 percent of the increase in
capital investments were made between 1971 and 1981%. By 1980, the mining sector
accounted for more than 7.2 percent of employment in that province which is well above
its national employment share of 1.9 percent®,

Employment in the primary sector grew significantly in the Prairies despite the
overall decline of its share of employment in Canada. Similarly, employment in
construction increased significantly in British Columbia and the Prairies in comparison
to the national average. Producer services®, the employment sector which expanded

most rapidly in the 1970s, grew by more than 200 percent in the Prairies”.
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The reversal in the pattern of urban growth in Canada and the United States
during the 1970s does not appear to be confined to these respective countries. Major
shifts in migration patterns were also observed in industrial, mature capitalist countries
in Western Europe, as well as in Australia, New Zealand and Japan®,

It has been argued, notably in the United States, that the major shifts in migration
patterns were too important and widely spread to be considered merely as an extended
suburbanization phenomenon or "spill-over effect'. The particularly high rate of
population growth in rural areas took place not only in adjacent counties but also in
counties non-adjacent to metropolitan areas. One of the main arguments advanced by
researchers to explain the counterurbanization movement of the 1970s is the increase
in employment opportunities in the service and manufacturing sectors in rural areas.
Many of the counties in the U.S. that witnessed a rapid population growth over that
period, were counties with substantial recreational amenities®. An important proportion
of in-migrants were of retirement age. In some rural'areas, the growth of population
was associated with the expansion of the manufacturing sector.

The counterurbanization phenomenon in Canada, however, was not primarily the
result of decentralization in manufacturing, or recreational and retirement developments®.
Rather, it in part reflected the relatively important expansion of a goods-producing sector
which was already well-established in the western periphery. Joseph, Keddie and Smit*
report that the important growth of rural populations in British Columbia and Alberta

resulted from the expansion of their resource sectors from 1971 to 1981. They assert
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that, elsewhere in Canada, the greater population growth rate of rural areas over urban
areas is part of a "spill over phenomenon". Coffey and Polese’s? examination of changes
in the location of employment in Canada corroborates the argument advanced by
Joseph, Keddie and Smit®. Their study suggests a decongestion movement rather than
a decentralization phenomenon. They found that most of the displacement in
employment took place within the urban areas of larger centres.

The authors argue that Canada is not endowed with peripheral regions whose
climate is as attractive as in the south of France or the United States, for instance. This
may partly explain why, in Canada, the counterurbanization migration pattern was not
the result of a decentralization trend in economic activity as it was in some other
developed countries®. Moreover, population growth in the periphery during the 1970s
was fragile, as will be demonstrated in the next section. Because the population growth
was based on the expansion of traditional sectors, which are very cyclical, this increase

proved temporary.
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2.2 - Reversed Trends in the 80s: The Depopulation of the Periphery

While metropolitan areas experienced net out-migration and larger centres grew
more slowly than medium and smaller centres during the 1970s, population increases
in the early 1980s occurred predominantly in larger centres. Indeed, from 75.6 percent
in 1981, the urban population had expanded to 76.3 percent of the total Canadian
population by 1986%. Three quarters of the population growth in the 1980s took place
in only six metropolitan areas. Burke® notes that 60 percent of the Canadian population
lived in one of 25 CMAs (census metropolitan areas) in 1986, which represents an
increase of five percent over a five year period. In 1981-86, the proportion of Canadians
residing in rural areas or smaller cities declined”. From 26.9 percent in 1981, the non-
urban population represented 24.1 percent of the Canadian total in 1986. Similarly, 16.1
percent of the population lived in cities of 10,000 to 100,000 in 1981. That proportion
had dropped to only 14.7 percent five years later.

There was no consistent variation in growth rate with city size during the 1970s.
In the early 1980s, there does appear to be a significant relationship between population
growth rate and city size. On average, population growth in small urban centres (less
than 30,000 population) was slightly negative while in the largest cities (over 300,000)
the population increase was more than six percent®. Large centres (those with
populations greater than 100,000) expanded more rapidly than middle-sized centres of

50,000 to 100,000%. Indeed, the average population growth rate of middle-sized cities
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of 50,000 to 100,000 dropped from 14.8 percent in 1976-81 to 3.6 percent in 1981-86
while the average growth of centres of more than 100,000 jumped from 5.9 percent to
10 percent. Toronto and Montreal, the two major metropolitan areas, saw their

population increase at a faster pace than had occurred during the previous decade®.

TABLE 2.

AVERAGE URBAN GROWTH RATES BY REGION AND CITY SIZE, 1981-86 (1 976-81)
REGION

CITY SIZE B.C. PRAIRIES ONTARIO QUEBEC ATL CANADA
< 30K n  13(9) 10(13) 17(25)  12(15)  7(12) 59 (74)
m -3.7 3.8 0.1 -1.4 -3.6 -0.9
. (14.0) (22.9) (6.1) (3.7) (1.3) (8.3)
30-100K n  10(8) 7(6) 14(17)  15(13) 6(8) 52 (52)
m 3.8 8.0 2.6 0.9 1.7 1.7
(11.9) (11.9) (3.0) (4.6) (2.5) (5.7)
100-300K n 1(1) 2(2) 5(7) 3(3) 5(3) 16 (16)
m 5.8 11.2 2.5 2.3 2.5 3.8
(7.0) (12.0) 63y (5.5) (3.6) (5.0)
300K+ n 1(1) 3(3) 6(4) 2(2) 0(0) 12(10)
m 8.9 6.3 5.9 2.7 - 5.7
(8.7) (14.6) (3.4) (3.6) - (7.3)
TOTAL n 25(19) 22(24) 42(53)  32(33) 18(23) 139(152)
m 0.2 6.1 2.1 0.3 -0.1 1.7
(12.5) (18.2) (4.5) (4.2) (0.7) (7.0)

=number of cities in categories
m=average growth rate
* Values between parentheses refer to the 1976-81 period.

Source: (Simmons and Bourne 1984, 29; Simmons and Bourne 1989, 33)
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During the 1970s, urban expansion patterns displayed a westward migration
trend. In the following decade, the western provinces were the ones that experienced
the most drastic decline in their rates of urban growth. In the Prairies and British
Columbia, the rate of urban population increment changed from 18 and 12 in 1976-81
respectively to six and zero in the 1980s. In Ontario and Quebec, it remained relatively
stable during this period (see table 2)*.

Changes in urban growth rates were particularly important in small centres,
especially in the west. Urban population increment rates in areas of less than 30,000
dropped from a value of 14 in British Columbia in 1976-81, to almost minus four in
1981-86. During the same period in the Prairies, the rate of growth changed from 23
to six for this category of urban area.

In Ontario and Quebec, towns of less than 30,000 experienced an average
reducﬁon in their expansion rate from four and six in 1976-81 respectively, to almost no
growth in Ontario and a slight decline in Québec during the following period. In areas
of more than 300,000 the overall urban population increment rate did not change
significantly in the first half of the 1980s in comparison to the previous period, although
it decreased in the Prairies from a value of almost 15 in 1976-81 to six in the early
1980s (see table 2).

The decline in attraction of the two most western provinces is also apparent
upon examination of internal migration patterns in the early 1980s. From a net gain of

122,000 population in 1976-81, British Columbia gained only 4,000 from internal
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migration in 1981-86. Similarly, from a net gain of 186,000 during the p’revious period,
Alberta witnessed a net loss of 29,000 population from internal migration during the
latter period®. Population growth rates dropped by 16 percent and six percent in Alberta
and British Columbia respectively between these two periods®. Ontario was the primary
beneficiary of this reversal of interprovincial migration pattern of the early 1980s. From
a net loss of 58,000 internal migrants during the 1976-81 period, Ontario gained 122,000
people from internal migration during the following period®.

The following section documents the impact of depopulation occurring in Canada
between 1981 and 1986. As will be seen, this phenomenon occurs mainly in small
towns. Because Qusbec has a surfeit of such small communities, it also appears more
prevalent there. However, the most drastic population declines occur in cities in

Newfoundland and British Columbia where most depend on the forest industry.

2.3 - Declining Canadian Communities during the period 1981-86

The purpose of the statistical analysis found later in this report is to document
the recent depopulation phenomenon in Canada. One objective is to identify
communities with significant population decline and to determine the extent of that
decline during the 1981-86 period. Such analysis implies the examination of major

economic activities of communities most affected by depopulation and the various
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socio-economic characteristics of their inhabitants. A total of 55 census variables have
been taken into consideration in the study of the depopulation phenomenon.

The unit of analysis chosén for this study is the urban area as defined and used
by Census Canada for the 1981 census: Communities, incofporated or not, with a
minimum population size of 1000 and a minimum population density of 1000 per square
mile (or 400 per square kilometre)*.

The rationale for the selection of this spatial scale is that boundaries are not
arbitrary and urban areas correspond to existing economic units. Census divisions
‘represent too coarse a level of analysis whereas subdivisions include sufficient detail
to avoid generalizations. In addition, subdivisions have the disadvantage of being very
heter‘ogeneous in terms of surface covered and number of inhabitants®. Indeed, size
of population in censusvsubdivisions varied from zero to more than 380,000 in 1981.
Similarly, the areas corresponded to regions from one square kilometre to those in
excess of one million square kilometres. Subdivisions also differ in their legal status.
Most of the subdivisions in Quesbec correspond to municipalities while in British
Columbia a considerable number enclose several small municipalities or spatial entities
with no particular juridical status.

The 182 urban areas studied here have experienced a decline in population of
more than five percent between 1981 and 1986. A threshold of five percent was
established because of the risk of overestimating depopulation rates in smaller

communities.
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The study shows that the communities affected range on average between 1,000
to 3,000 inhabitants. The examination of Figures 1 to 5 reveals that the hardship was
most severe in Newfoundland where four communities experienced a decline of more
than 20 percent, as well as in British Columbia where five towns saw their population
decrease by more than 20 percent and six others by more than 15 percent. The
greatest number of declining towns were found in Quebec, especially in the St.
Lawrence region. These were among the provinces whose resource dependent or
single-industry communities witnessed the highest increase in levels of unemployment

during the 1981-86 period as will be discussed in the following chapter.
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SECTION 3 - THE RESTRUCTURING OF THE ECONOMY

3.1 - The Recession of the Early 1980s

In the early 1980s, like most western countries, Canada was struck by a severe
recession that resulted in sharp increases in unemployment”. From 7.5 percent in 1981,
the proportion of unemployed rose to almost 12 percent in 1983. Rates of
unemployment of more than 15 percent were found in most of British Columbia, the
Atlantic provinces and the Shield areas of Quebec and Ontario at the peak of the
recession®. Employment increased by 12 percent over the 1975-80 period. In contrast,
it decreased by one percent during the recession.

This downturn is also apparent in the changes in employment by sector of the
economy. While the labour force employed in services expanded by more than 35
percent between 1975 and 1980, it grew by only seven percent in 1980-82. Employment
in manufacturing increased by five percent during the previous period but experienced
a loss of more than six percent in the early 1980s®.

Since 1984, the economic situation has moderately improved but not all regions
have participated equally®. While unemployment in Canada dropped to 9.5 percent in
1986, rates of unemployment reached 20 percent in Newfoundland with very modest
decrease in Alberta, British Columbia and most of the Atlantic provinces. Except in

some areas in the periphery, Ontario and Quebec appeared to be the main beneficiaries
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of the economic recovery with unemployment dropping to levels similar to those of the
pre-recession period.

The relative decline of commodities-producing industries in favour of service-
producing industries corresponds to the continuation of a trend that has been ongoing
for more than 30 years. During the 1970s, employment in the service sector increased
by five percent annually in comparison to less than two percent in the manufacturing
and resource sectors®. From 8.3 percent in 1971, the resource sector represented 6.6
percent of the labour force in 1986. The manufacturing industry saw its share of
employment decrease from 19.8 percent to 16.8 percent over this period. By contrast,
employment in the service sector expanded from 57.7 percent in the early 1970s to
67.5 percent of Canadian employment in the mid-1980s®.

The shift in employment from goods-producing industries to service-producing
industries results from a substantial increase in consumption of services by Canadian
consumers and businesses. Domestic demand for medical services, education, and
goods requiring sales and servicing, such as television and video equipment has grown
considerably since the 1970s. Similarly, Canadién businesses have increased their use
of services as intermediate inputs. Their greater reliance on specialized business
consultants, financial institutions and technicians to service computers, photocopy
machines and other equipment, has contributed to the rapid expansion of the service

sector.
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More importantly, faster productivity growth in the goods- producing sector has
contributed to the overall decrease in share of employment in the manufacturing sector
during the 1970s. This sector witnessed a significant dropl in employment requirements
due to improved productivity. Indeed, Picot and Lavallse® estimated that employment
‘requirements dropped by 16 percent in manufacturing industries compared to eight
percent in the whole commercial economy* because of increased productivity.

Greater foreign competition in both domestic and international markets is an
additional factor in structural change in employment distribution. The Canadian demand
for manufactured goods expanded substantially during the 1970s but more than half of
the increment in employment requirements was filled by imported manufactured
products. Employment in ﬂ;e textile, footwear, automobile and steel manufacturing
industries has been particularly affected by increased competition from imports.

The more aggressive presence of developing countries such as Singapore, South
Korea, Taiwan and Brazil in labour intensive manufacturing industries has a negative
impact on the Canadian manufacturing sector®. The automotive industry, which
constitutes one of the major components of secondary manufacturing in Canada,
witnessed an important reduction in output and employment since the mid-1970s
because of competition from Japan. The international demand for durable products
such as electrical appliances, automobiles, non-ferrous metals, paper, and iron and
steel as well as heavy electrical equipment also has grown much more slowly since

the 1970s.
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On the whole, it has been estimated that the manufacturing sector in Canada
witnessed a decrease in employment requirements of 14 percent in 1971-1981 because
of changes in trading patterns®. The industries most negatively affected by international
trade during this period were in machinery industries, electrical products and the leather
industry.

Trade has been more and more important in shaping the Canadian economy
during the 1970s and early 1980s. Both import-penetration and the share of exports of
the total demand (in terms of percentages of the gross domestic product) have
increased significantly during this period”. External demand for Canadian goods and
services expanded from 25 percent of the gross domestic product (GDP) in 1970 to 32
percent in 1985. Meanwhile, from 19 percent in 1970, imported products and services
accounted for almost 28 percent of the GDP in 1985. During this period, Canadian
demand for domestically produced goods and services fell from 76 percent to 68
percent of the GDP*, In the manufacturing sector, from 24 percent in 1971, exports
represented 28 percent of the production in 1981. During the same period, the import
share of manufactured goods rose from 27 to 34 percent®.

In terms of employment, industries most advantaged by trade during the 1970s
were associated with the natural resource sector, notably, food and beverage industries,
wood industries, paper industries, petroleum and coal products, electrical power and
gas and other utilities. However, primary sector and resource-related manufacturing

industries, which are heavily dependent on exports for market expansion, showed signs
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of stagnation or decline during the 1980s due to price fluctuations for primary products

such as oil, gas and grain®.

3.2 - The Redistribution of the Labour Force

Manufacturing labour force data for the 182 communities selected, comprising

blue collar workers only and selected for overrepresentation of the industry in the

community, are displayed in Figures 6 to 14. Figures which show underrepresentation

of the industry in the community are included in Appendix 2. The figures indicate that,
with the exception of Qusbec and Nova Scotia, these are towns whose economies are
based on the production of resources. The food (PEIl, Quebec, Ontario, Manitoba and
Alberta), wood (Newfoundland, New Brunswick, Quebec, bntario, Manitoba,
Saskatchewan, Alberta, British Columbia) and paper industries (Newfoundland, New
Brunswick, Quebec, Ontario, Alberta and British Columbia) are especially
overrepresented in the declining communities of most provinces. These are sectors
which have experienced substantial declines in employment. Between 1981 and 1984,
23,000 jobs were lost in food and beverage industries and more than 40,000 in forestry,

wood, paper and allied industries®'.
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In Nova Scotia, declining communities are dependent on non-durable
manufacturing such as textile and knitting while, in small towns in Ontario and Quebec,
the furniture industry is important. Labour force data compiled by Statistics Canada for
ICURR also indicate that many declining communities are mining towns. It is interesting
to note that unlike declining Canadian cities whose economies are mainly based on the
production of resources and traditional manufacturing, European and American cities
with recent depopulation were among those that experienced a boom in the mid-20th
century and whose economies rely on the production of chemicals, motor vehicles and
consumer durables®,

The goods-producing sector, which forms the backbone of the economies of
declining communities, was particularly affected by the 1981-82 recession®. Employment
in this sector declined by 14 percent in 1981-82. Despite relative growth in 1983-84,
employment in goods-producing industries was still eight percent below pre-recession
levels. More specifically, levels of employment in mines, and oil and gas wells decreased
by 13 percent during the 1981-84 period. In primary metals industries, employment
dropped by almost 20 percent bver this period. Declines in employment ranged from
10 to 15 percent in wood, printing, paper and allied products, furniture and fixture
industries. Similarly, in the manufacturing of non-durable products such as leather,
textiles, knitting, food and beverages, employment levels decreased by 10 to 15 percent
during the same period. In machinery and metal fabricating, employment dropped by

38 and 23 percent respectively.
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Regions dependent on resource exports witnessed drastic increases in their
levels of unemployment during the 1980s*. British Columbia, Alberta and Newfoundland,
where an important proportion of the labour force was found in the primary sector®,
experienced an increase in unemployment of more than seven percent during the
economic recession. By 1986, levels of unemployment reached 20 percent in
Newfoundland and have since decreased very little in Alberta and British Columbia.

Internal migration flow patterns clearly reflected regional economic conditions of
the 1980s. Population growth rates dropped by 16 and six percent in Alberta and British
Columbia respectively in 1981-86%. In these provinces, levels of unemployment rose
drastically over this period. Newfoundland, with the highest level of unemployment in
Canada, was also the province that experienced the highest net loss rate of population
from internal migration. The province lost almost three percent of its initial population
through interprovincial migration exchanges in 1981-86. By contrast, Ontario, which was
one of the main beneficiaries of the economic recovery, gained 122,000 people from
internal migration during the same period.

One of the most important conclusions to draw from the examination of patterns
of urban growth in the early 1980s concerns the drastic drop in population growth in
small areas. As Simmons and Bourne*” note, in comparison to the 1970s, a greater
number of small areas experienced significant population reduction and fewer underwent

rapid expansion in 1981-86. Examples of drastic population declines in ‘resource
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dependent or single-industry communities include the closure of the town of Shefferville
four years after the iron ore mine shut down in 1982%. Another example is the closure
of the Fox Lake mine in 1985 which resulted in a significant exodus of mine workers
from the Lynn Lake region of Manitoba®. Similarly, the population in Uranium City in
Saskatchewan declined by more than 80 percent after mining activities ceased®.

The average rate of unempbyment in single-industry or resource-based
communities rose in all provinces during the 1981-86 period. In Newfoundland and New
Brunswick, the average level of unemployment of such communities was found to be
between 20 and 30 percent, while in Quebec it reached 15 to 20 percent in 1986.
These provinces had relatively high regional unemployment rates in comparison to other
provinces at the time. They were also provinces where differences in unemployment
levels between these communities and the province as a whole were the largest.
Resource dependent or single-industry communities in Newfoundland, New Brunswick
and the three most western provinces experienced the highest increase in
unemployment during the 1981-86 period. Except for Saskatchewan, these regions also
witnessed the greatest increase in provincial unemployment rates between 1981 and
1936 (see Table 3).

Single-industry or resource dependent communities have been particularly
affected by the recession and international market conditions. Their reliance on exports
of primary products renders them highly vulnerable to economic and commodity price
cycles. During the recession, 28,700 mining workers lost their jobs®., The majority of

these jobs were in single-industry towns®,



38

TABLE 3.
UNEMPLOYMENT RATE IN DECLINING COMMUNITIES BY PROVINCE, 1981-86
s 1981 1986
PROVINCE Male Female Male Female
Newfoundland ‘ 20.40 27.33 31.16 35.92
*16.80 18.80 24.60 27.10
Prince Edward Island 10.30 7.10 11.10 20.00
' 10.30 14.00 14.70 16.80
Nova Scotia 13.83 15.61 14.98 24.14
8.70 11.90 12.20 15.40
New Brunswick 13.54 '17.45 19.70 20.92
12.30 14.10 16.40 17.60
Québec ' ' 13.96 18.12 17.71 19.33
. 9.70 12.70 12.00 14.40
Ontario 5.41 9.78 8.46 12.95
4.60 6.90 5.90 8.00
Manitoba 3.76 5.39 7.53 6.88
4.60 5.80 7.10 8.30
Saskatchewan 1.43 8.90 - 8.67 6.62
' 3.60 5.90 - 7.30 9,00
Alberta 2.14 4.45 8.24 7.25
© 3.30 4.30 9.80 9.60
British Columbia 6.40 11.95 13.97 17.66
5.60 - 7.70 12.90 13.40

*The second row is the corresponding provincial average rate (%)

Source: (ICURR tabulations)
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Although the recession severely affected the demand for metal products in the
early 1980s, it was not the only cause of shrinking demand for such products.
-Consumption of lead and tin, for instance, has been gradually declining since the
Second World War® and consumption of steel since the beginning of the 1980s*. Also,
the global consumption growth rate of nickel has declined considerably since the mid-
1970s%.

In addition, the increasing number of producers has boosted the international
competition for metal exports®. Overall, mineral industries have been plagued by
widespread excess capacity which, in the long run, engenders the lowering of prices
and the necessity of reassessing production techniques®. This situation often results
in the reduction of the labour force and, in some cases, in mine closures. This was the
case of the iron ore mine in Shefferville which considerably reduced its labour force in
1975-82 and finally terminated its mining operations entirely in 1982%,

The non-metal mining industry has also been affected by international market
conditions. The pervasive impact of fluctuations in the price of oil on employment levels
is widely recognized. Although fairly stable until 1984-85, the production of potash
declined significantly in 1985-86 as a result of an important drop in price of this

product®,
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Mining communities are not the only ones sensitive to external forces. Pulp and
paper communities, forestry communities and fishing communities are also vulnerable
to economic and commodity price cycles. Rates of unemployment in forest dependent
communities reached an average of 16 percent in 1986, up five percent from 1981™. In
the early 1980s, the forest industry was harshly hit by a recession and, until 1985, was
affected by unfavourable exchange rates. More than 40,000 jobs were lost in forestry,
wood, paper and allied industries during the 1981-84 period™. Increasing competition
in pulp and paper markets from the United States and Europe has forced the industry
to improve its productivity”. Corner Brook in Newfoundland is an example of a pulp and
paper community that faced a major lay-off of workers after the renovation of the mill.

Employment in farming has declined steadily over the last twenty years. From 6.3
percent of employment in 1970, it decreased to 4.4 percent in 1981 and 4.0 percent in
19877, This reduction in employment share is partly explained by greater mechanization
and the trend to larger-scale production which have taken place in the farming industry
in the 1970s™. During the following decade, the farming economy in the Prairies was
plagued by a stagnant demand for wheat and a drop in export prices. As increasing
numbers of countries became exporters or self-sufficient, an oversupply in the world
market created a sharp decline in grain prices in 1985%. Almost 10,000 jobs were lost

in this sector of the economy between 1981 and 1984%,
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Single-industry communities whose economic base is traditional manufacturing
have been particularly affected by the 1981-82 recession. The number of jobs in the
food and beverage industries declined by 23,000 over the 1981-84 period. In the
manufacturing of other non-durable products such as textiles, leather, knitting and
clothing, employment decreased by more than 20,000 during the same period. The
economic situation for durable manufactured products was not brighter in the early
1980s. More than 38,000 and 23,000 jobs were lost in machinery and metal fabricating
industries respectively in 1981-84".

In addition to economic and commaodity-price cycles, depletion of stocks and
exhaustion of resources have seriously affected the economies of a large number of
single-industry or resource dependent communities. On the Pacific Coast, the fishing
economy has been threatened by severe depletion of salmon stocks™. Similarly, lobster
and crab stocks have declined significantly on the East Coast as a result of catches by
large processing ships and foreign fishing vessels. In Uranium City, the exhaustion of
the mineral has resulted in the plant closure and a 80 percent reduction of the local
population™,

The next section briefly reviews the literature dealing with the causes and potential
effects of migration on depopulation. It will lead to the examination of the results of a

factor analysis of census variables for the 182 declining communities in Canada.
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SECTION 4 - THE CAUSES AND IMPACTS OF DEPOPULATION

4.1 - The Neo-classical Model and the Elimination of Regional Disparities

The importance of economic factors in explaining inter-regional migration patterns
and depopulation, is well accepted in the research literature. This section reviews
depopulation theories and summarizes the evidence gathered in Canada on the long
term effects of depopulation. A typology of declining communities is then analyzed.
Programs developed to remedy the problem are described in the context of the present
study.

Traditionally, migration flows have been interpreted in terms of push and pull
factors. Among economic push factors that were identified by Bogue® are: "decline in
a national resource or in the prices paid for it; decreased demand for a particular
product or the services of a particular industry; exhaustion of mines, timber, or
agricultural resources; loss of employment resulting from mechanization or automation
of tasks previously performed by more labour-intensive procedures”. Examples of pull
factors are: "superior opportunities for employment in one’s occupation or opportunities
to enter a preferred occupation and opportunities to earn a larger income".

It has been argued that migration cannot be interpreted solely as the result of the
simple calculus of the comparative advantages and disadvantages of the places of

origin and destination. There are costs or "intervening obstacles" to migration such as
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distance, children and other dependents, family attachments, etc..

In addition, "the traditional economic approach, essentially based on a "push-
pull® phenomenon,... [presupposes] that in-migration is directly related to the economic
attractiveness of an area, and that outmigration is inversely proportional to in-migration"s,
There is evidence in the research literature that determinants of in- and out-migration
are not symmetrical®.

Courchene (1970)® and Vanderkamp (1971)* suggest that the effects of income
and unemployment are asymmetrical. Regional income at the place of origin has a
negative impact on migration but it is inferior in absolute terms to the positive impact

of income at the place of destination. Conversely, unemployment at the place of

13

destination has a negative impact on migration but it is less than the positive impact of
unemployment at the place of origin. The effects of the variable "change in employment"
have also been found to be asymmetrical. Increase in employment is more important
in explaining in-migration than the reverse for out-migration®.

In addition, the influence of economic variables on migration appears to vary
between areas experiencing net in-migration and areas facing net out-migration.
Chalmers and Greenwood® found that employment change was an important factor for
in-migration to growing areas, while decreased employment in declining areas was not

strongly associated with net out-migration.
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Migration is supposed to eliminate regional economic disparities. According to the
neoclassical model of regional economic adjustment, migration is "an equilibrating
mechanism which optimally allocates the demand and supply of labour and equalizes
labour rates across labour markets". Theoretically, migration from a region of low
wages and high unemployment to a region of high wages and low unemployment
should result in an increase of labour supply and subsequent decrease in wages at the
place of destination. It should also contribute to the decrease of unemployment and rise
of wages at the place of origin. According to classical economic theory, migration will
occur until wages between the two regions are equalized and unemployment eliminated.

The neoclassical regional adjustment model does seem adequate for the
prediction of migration patterns. On the whole, labour "moves from regions of low
relative labour demand to areas of high relative demand and high relative wages". Two
analyses of internal migration flows in Canada provide evidence of such a pattern®.
As predicted by the regional adjustment model, there appears to be a significant
association between migration and regional unemployment. According to the analysis,
the impacts of migration on levels of unemployment depend on the migratory balance®.
Thus, regions with net out-migration, such as the Atlantic provinces, should experience
a decline in unemployment rates while regions with net in-migration, such as British
Columbia in the 1970s, should see increased levels of unemployment. However, it is

noted that the elasticities are less than unity which implies in this case, that a one
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percent increasé in migration would result in a rise of unemployment rate of
approximately 0.3 percent.

In a study conducted by Wrage®, the impact of migration on wages predicted
by the regional adjustment model is questioned. Wrage found in- and out-migration to
have a negligible effect on wages in Canada despite the model suggestion of a negative
association between wages and rates of unemployment. A study carried out by
Vanderkamp(1988a)” does not corroborate this theoretical relationship either. He found
wage differentials to be unrelated to levels of unemployment. Because of the relative
rigidity of regional wages, it was argued that the adjustment mechanism works mostly

through employment opportunities.

4.2 - Reqgional Disparities and the Migration Patterns of the 1981- 86 period.

Despite the significant association between migration and rates of unemployment,
interregional migration on the whole has not succeeded in eliminating disparities in
unemployment levels between regions in Canada. Furthermore, the gap between the
unemployment rate in Ontario and most of the other provinces appears to have widened
in the 1980s®. In 1981, the difference in unemployment levels between Newfoundland,
the most disadvantaged province, and Ontario was 12 percent. By 1986, the gap

between these two provinces had increased to 19 percent (see Table 3).
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Regional disparities in income levels also persist, especially in the Maritimes
where provincial per capita income was only 65 to 80 percent of the national average
during the early 1980s*. Although differences in regional income levels have been
gradually narrowing over the years, it appears that most of this convergence is
attributed to income transfers to persons, not to "real" improvements in the relative
economic performance of the regions. When transferred income is excluded, this
convergence is substantially reduced. We then find, overall, a relatively persistent
difference in per capita income between regions over the same period®.

The migration flow between provinces during the first half of the 1980s was
considerable. Aimost one million people migrated to a different province during this
period®. On the whole, migrants tend to follow perceived economic opportunities and
hardships, with Ontario being the main beneficiary”. The Atlantic provinces experienced
a net loss of 8,000 people from internal migration in 1981-86. During this period they
lost more than 13,000 migrants to Ontario.

Similarly, 68,000 people left Quebec to migrate to Ontario, which represents more
than two-thirds of its outflow®. Over the same period, Alberta lost 29,000 people from
internal migration with Ontario being the main beneficiary of the outflow. From British
Columbia, 42 percent and 30 percent of the migrants moved to Alberta and Ontario
respectively. Manitoba and Saskatchewan witnessed a net loss of only 6,000 people in
1981-86, with Alberta (40 percent) and Ontario (28 percent) being the main destinations

of out-migrants during the same period.
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As previously discussed, regional economic disparities still persist in Canada
despite important migration movements between provinces. This also appears to be true
at the sub-regional or local level. There is increasing acknowledgement in the literature
of high levels of unemployment in areas experiencing important outmigration
movements. It has been argued that the persistence of such regional economic
disparities despite major interregional migration flows is mainly due to "market
dysfunction".

In a perfect free market economy, migration should result in the elimination of
disparities of income levels and unemployment rates between regions. In the Canadian
economic context, however, incomes do not truly reflect the relative scarcity of labour
because of government intervention through transfer payments to the provinces such
as unemployment insurance benefits, welfare assistance, etc.. According to neoclassical
economists, ‘transfer payments to the provinces prevent labour from adequately
responding to wage and unemployment changes through migration.

There is some support in the literature for the contention that unemployment
insurance payments inhibit migration. In his study on regional migration patterns in
Canada, Courchene® found that unemployment insurance benefits discourage migration.

Similarly, Winer and Gauthier’s study'™ suggests that unemployment insurance
payments have a retarding effect on migration out of the Atlantic provinces, especially
for low-income people. It is interesting to note that thé 1971 unemployment insurance

legislation, which introduced regional variations in weeks of employment required to
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qualify as well as the maximum number of weeks during which a person can receive
benefits, has affected migration patterns, particularly among low-income people. An
increase in the generosity of the unemployment insurance system in the province of
destination favours migration to this region. According to Winer and Gauthier’s findings,
“the regional variations in the unemployment insurance have on balance retarded out-
migration from the Atlantic region to central Canada, while they have tended to
encourage outflows from central Canada to Alberta and British Columbia™®,

The contention that migration eliminates regional disparities is therefore
questionable at best. Contrary to traditional economic theory, it has been argued that
migration might in fact contribute to the economic decline of a given region. Myrdal'®
refers to a process of circular causation with cumulative effects. The layoff of employees
after thé closure of the major plant in the community for instance, results in a decrease
of incomes and demands. Lower incomes and demands engender unemployment in
other businesses which in turn will contribute to declines in incomes and demands. As
the situation worsens, workers and businesses leave the area which consequently
further diminishes incomes and demands. Another consequence is the reduction of the
tax base in the community. The tax rate increases while the level of services provided
deteriorates. This becomes an additional incentive for people to leave and further
decreases incomes and demands in the region. This also results in a reduction of the
tax base. As residents move out of the area, the region becomes less and less attractive

for new people and businesses. This is a vicious circle in which the initial closing of a
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major source of employment and subsequent migration of the people out of the region
have a cumulative negative effect. Out-migration from the community is perceived as
contributing to the economic decline of the area.

Proponents of the local development approach suggest that, in the long term,
migration increases disparities in income levels and unemployment between regions.
Because migration favours the young and educated, it has been argued that migration
will translate into a loss of human capital at the place of origin and a gain at the place
of destination. In contrast to the neoclassical model, migrants are therefore not only
considered to represent a source of labour but also represent other sources of
economic expansion such as capital, education and advances in knowledge. If in-
migrants are relatively more resourceful than the population of the region of destination,
they are likely, in the long run, to contribute to the increase of per capita income of
that region'®,

The selective nature of migration is well documented in the literature. The
majority of migrants are in their twenties or early thirties'™, they are generally better-
educated than non-migrants and occupy higher positions. This selective migration has
been observed in slow-growth regions as well. According to the local development
model, youth, the better educated and people of higher occupational position are the
first to leave declining areas, resulting in a loss of human capital in the regions vacated.
This situation is likely to contribute to regional disparities and to the deterioration of

socio-economic conditions in general in these regions.
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The research literature indicates that, in certain situations, migration is a
contributing factor to regional disparities. Chalmers and Greenwood™ found a positive
association between outmigration from declining areas and rates of unemployment.
Additional indirect support for the contention that migration may contribute to regional
disparities is provided by Termote™ in his study of Quebec. Because immigrants
contribute to the "advance in knowledge", immigration to Quebec was found to slightly
improve per capita income.

In addition to the loss of youth, aging populations in declining rural areas and
single industry regions are widely acknowledged!”.

The tax base erodes after the winding down or termination of activities of the
main local employer and subsequent exodus of residents. In Shefferville for instance,
Bradbury and St-Martin'® reported that during the disinvestment period, the company
withdrew its public services subsidies. The ensuing cessation of plant operations
resulted in a loss of municipal revenues from property taxes. As residents left the region,
the tax base declined further.

The erosion of the tax base results in higher taxes for the remaining residents
and the eventual reduction in the level of services provided in the community. In some
cases, the cost of providing public services becomes so prohibitive that residents have
no choice but to leave. Four years after the mine in Shefferville closed, service costs
were 14 times the provincial average. The cost for services such as schools and

hospitals was estimated at $18,000 dollars per capita®®. In such critical situations, the
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abandonment of the area by the residents represents an additional social loss in terms
of community infrastructure™,

Intensive migration flows from resource dependent communities have other
negative consequences. They clearly contribute to the deterioration of commercial
activity in these regioné. Local revenues decrease and in some cases result in the
closure of small businesses. The devaluation of housing and other private property
results in equity loss.

A significant number of single industry communities are plagued by very high
levels of unemployment. In many of the regions where an important proportion of the
labour force is concentrated in seasonal work, unemployment benefits become an
integral part of the local economy. This is the case, for instance, in non-urban
Newfoundland where the "ten week syndrome is increasingly dominating labour force
activity™, House, White and Ripley™ report that in this province there is an implicit
willingness among government officials and politicians to design projects that maximize
the number of people eligible for unemployment insurance benefits. Based on their
study of two communities, the authors conclude that "fishing activity, other forms of paid
employment, and job-creation programmes have all become integrally tied into the
unemployment insurance system in rural Newfoundland".

The next section examines the impact of depopulation on the declining

communities during the 1981-1986 period.
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4.3 - The Identification of Community Types

While sharing a somewhat similar economic base as well as declining
populations, the 182 communities identified in Figures 1 to 5 differ remarkably in their
demographic make-up, income distribution, the importance of service industries and the
scale of their unemployment. A critical step in examining such communities consists
therefore in the identification of community types with similar sets of attributes which
may be influenced by policies specifically designed for each type.

Factor analysis is the statistical technique used here to provide.a taxonomy of
declining communities on the basis of demographic, cultural and economic criteria listed
in Appendix 1. The chief advantage of factor analysis lies in the fact that it can collapse
a very large set of correlated variables ( 55 in all) into a smaller number of basic
components called factors that elucidate the underlying structure of the urban system
being studied.

In the principal axis solution which is employed here, most of the variance is
explained by the first few factors; moreover the factors are independent thus introducing
new details not accounted for. An analysis of 55 census variables for 1981 and 1986
thus collapsed the major sources of variation into six factors accounting for 60 percent
of the variance contained in the original correlation matrix. As the results of the two
analyses show that little fundamental change took place in the socio-demographic make

up of the communities during the five intervening years, only 1986 data will be
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discussed here.

The solution yields loadings between the original variables and the factors
enabling us to interpret them as can be done by looking at Table 4. Positive loadings
identify the factor content through one end of the spectrum and vice versa. For
instance, variables loading positively on Factor 1 identify a youthful, single population
mostly located in mining towns. By contrast, negative loadings indicate the presence
of a widowed, aging population. The solution also yields factor scores which are
mapped in Figures 15 to 20 identifying the position of each community with respect to
the main factors. Negative scores are related to negative variable loadings and vice
versa. For example, in Map 1 a negative score identifies an aging center while a positive
score indicates the presence of a youthful population in the mining towns.

This statistical procedure was employed successfully in a 1979 study on single
industry towns™ which, however, failed to provide a taxonomy since factor scores were
not computed. Nonetheless the results concerning factor structure, in particular the
bipolar nature of demographic variables loading on Factor 1, coincide with our findings.

The first factor, which accounted for 19.5 percent of the variance, clearly identifies
the demographic impact of out-migration on the declining communities. In particular,
it contrasts mining towns to manufacturing towns producing non-durable goods. Most
mining towns in the sample have a young population, a high participation rate in the

labour force among the males and a household income of more than $30,000.
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At the opposite end of the spectrum, towns specializing in the manufacturing of food,
leather, rubber and other nondurable items have suffered lasting effects from continuous
depopulation. Their revenue base is very low and their demographic make-up biased
toward an aging, often widowed, population. Ironically, although manufacturing towns
are not numerous in the sample, they are clearly the ones on which the recession of
the early 80s had the most negative impact. In contrast, mining towns either survive with
a wealthy economic base or close down.

Factor 2 contrasts high level of participation in the labour force among females
to high levels of unemployment among both males and females as well as high levels
of government transfer payments. The pattern of factor scores here contrasts the
eastern part of the country, especially Newfoundland and Gaspesie, to central and
western Canada. Depopulation is thus synonymous with unemployment in the east only
where the employment is seasonal and government transfer payments traditionally make
up a part of the annual income.

Factor 3 contrasts the degree of educational attainment in French and English
populations. Contrary to earlier findings, the French population of Quebec has a higher
rate of secondary school completion than the English population in the rest of the
country. This is perhaps attributable to the fact that the high school certificate is
obtained in Quebec in a shorter time than in English Canada. The correlation between
educational attainment and French/English ethnicity may have become meaningless

when comparing Quebec and the rest of Canada.
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Factor 4 identifies those towns with a significant component of white collar
workers who have a university degree and work in administration, teaching or the health
profession.

Factor 5 identifies population instability in forestry, wood and pulp and paper
towns in British Columbia, where the rates of divorce , moves and non-owhership of
dwellings are much higher than in the rest of the country. The recession of the early
1980s had thus an immediate impact on the social structure of British Columbia forestry
communities. In contrast, the communities of Newfoundland show the highest degree
of stability.

Finally Factor 6 identifies areas where processing dominates the labour force. In
general, these results show that declining communities are very diverse and programs
designed to help them should respond to the income potential, seasonal employment

patterns, demographic traits and population stability of each.



64

4.4 A Review of Programs Designed to Alleviate Reqional Disparities

Since the 1960s, various government initiatives have attempted to alleviate
regional disparities in slow-growth areas of Canada. One of the first federal programs
focused on rural communities. This program, the Agriculture Rehabilitation and
Development Act (ARDA), aimed to increase income in rural areas by stimulating
agricultural development™. Renamed the Agricultural and Rural Developrﬁent Act in
1966, ARDA’s mandate was extended to include non-agricultural programs that deal with
surplus labour from farming in rural communities. This program was criticized for its
lack of geographical focus and a new program, the Fund for Rural Economic
Development (FRED), was introduced in 1966 to fill the gap. The FRED program applied
to five designated areas and included various employment initiatives, including incentives
to private enterprises, industrial infrastructure and services.

In addition to these programs, other sectorial or regional programs called for
greater co-ordination of initiatives in regional development. The creation of the
Department of Regional Expansion (DREE) in 1969 allowed for a more co-ordinated and
comprehensive approach to regional development', Unlike previous programs designed
to encourage rural development, DREE gave greater importance to industrialization in
a certain number of growth centres. Under the Special Areas Program and the Regional
Development Incentives Act (RDIA), various measures were provided to encourage

industrialists to establish in specific regions, notably in eastern Quebec and the Atlantic
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provinces™, Based on the growth-pole concept, it was argued that industrial expansion
in strategic areas would induce economic development throughout the entire region.

The emphasis in regional development shifted in the early 1970s in favour of the
"developmental opportunities" approach. Under the General Development Agreements
(GDAs), which allowed for subsidiary accords on various development projects with the
provinces, assistance or support was provided to any "viable opportunities" or projects
located in urban or rural areas. Unlike the Special Areas Program and the RDIA,
assistance was not restricted to a certain number of designated areas. More
importantly, these changes in policy were also translated into a more flexible approach
which sought greater input from the provinces and various federal departments in
regional development matters.

However, Ottawa’s preoccupation with achieving greater public visibility for
expenditures, and its concern over provincial abuse of development opportunities in
order to obtain project approval, resulted in the establishment of a more centralized
structure in the late 1970s. Indeed, the creation of a new central agency in 1978, the
Ministry of State for Economic and Regional Development (MSERD), ensured the federal
government greater control over regional development policies, programs and spending.
The replacement of GDAs by the Economic Regional Development Agreements (ERDAs)

in 1983, also allowed the federal government to directly deliver programs to the regions.
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The approach to regional development adopted in the late 1970s and early
1980s, was one of "regional comparative advantages". It was felt that efforts in regional
development should be focused on initiatives relevant to the region’s comparative
advantage or natural strength. Several mega-projects were undertaken during this
period, notably in the energy sector in the Atlantic region.

DREE was replaced in the early 1980s by the Department of Regional Industrial
Expansion (DRIE); MSERD subsequently disbanded. A new program, the Industrial and
Regional Development Program (IRDP), was created in 1983'. Criteria for eligibility for
this program were based on a "development index" which essentially measured the
level of disparity at the sub-provincial level. Howéver, because of its sectorial perspective
and the insufficient importance attached to regional considerations, DRIE’s progréms
ended up favouring the most economically advantaged regions. Data from the 1986-
87 fiscal year, for instance, indicated Ontario and Quebec derived the most benefit from
DRIE development grants'.

DRIE was disbanded in 1989 and replaced by the Department of Industry,
Science and Technology (ISTC). Major new regional development institutions include
the Atlantic Canada Opportunities Agency (ACOA), FedNor and the Western Economic
Diversification (WED). They have responsibility for the co-ordination of various programs
in their regions. ACOA administers the ACOA Action Program which provides financial
assistance to small- and medium-sized businesses in the Atlantic provinces to conduct

feasibility or market studies, develop new or improved products, increase the
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productivity of the enterprise, or establish new facilities, modernize or expand existing
ones. |

FedNor, a development agency operating in Northern Ontario, is responsible for
the Core Industrial Program, Tourism Assistance Program and the Rural Small Business
Assistance Program. As for the ACOA Action Program, FedNor programs offer financial
support to cover a portion of the capital costs of establishment, modernization or
expansion of facilities, part of the costs of qualified consulting services, or a percentage
of development costs of new or improved products.

Businesses in Northern Ontario can also benefit from a complementary program
called the Loan Insurance Program. WED is responsible for the Western Diversification
Program. The program presents incentives to businesses similar to the ones offered
by ACOA and FedNor. As the name suggests, one of the eligibility criteria for WED
Program assistance is the contribution the business will make to the diversification of
the regional economic base.

In Quebec, the Enterprise Development Program (EDP) and the Manufacturing
Productivity Improvement Program provide assistance to small- and medium-sized
enterprises. ISTC programs for specific regions of Qusbec include thé Atlantic Enterprise
Program for the Gasps region and Magdelan Islands'®, the Industrial Recovery Program
for East End Montreal (PRIEM), the Industrial Recovery Program for the South-west
region of Montreal, the LaPrade and Thedford-Mines Special Program and the

Assistance Program to Disadvantaged Regions™,
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Other industrial and business development incentive programs exist in northern
Alberta and the Northwest Territories under the Canada/Alberta Northern Development
Subsidiary Agreement and the Canada/Northwest Territories Economic Development
Agreement. Of particular interest in northern Alberta are programs in the areas of human
resource development, community-based development and community and regional
infrastructure support for economic development.

Three programs, the Opportunity Identification Program (OIP), Small Business
Development Incentives Program (SMDIP) and Business Service Centres Program
(BSCP) have been created under the Small Business Development Agreement in the
Northwest Territories. It is interesting to note that the BSCP offers start-up
accommodation and managerial, technical and operational assistance to micro-
businesses located in one of these business service centres. Up to three Business
Service Centres will be established in this program. Programs such as the ACOA Action
Program and WED Program have made funds available to community development
organizations to assist them in stimulating local economic activity™.

The Community Futures Program, administered by Employment and Immigration
Canada, helps communities affected by significant lay-offs, high unemployment levels
or economic decline. Once a community is selected, financial assistance for the creation
and operation of a Community Futures Committee is provided. This committee, with
representation from business, labour, government and the local community, has a

mandate to analyze the community’s employment and economic development problems,
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identify possible solutions and advise Employment and Immigration Canada on
~economic development matteré, including recommending the most appropriate
Community Futures option. Options available through this program are the Self-
Employment Incentive, the Business Development Centre, the Community Initiative Fund,
Relocation and Exploratory Assistance and Direct Purchase of Institutional Training. By
the end of March 1989, more than 200 communities had been selected for assistance.
Almost half the Community Futures Program budget for 1989-90 was allocated to the
Business Development Centre, which provides advisory services and loan assistance to
small businesses for the creation of permanent employment'2,

On the whole, it appears that, from the 1970s through the 1980s, the focus in
regional development has been gradually moving away from the reduction of regional
disparities toward national industrial development. Despite the considerable resources
that have been allocated to economic development in the Eastern provinces over the
last 20 years, the gap in income levels between the Atlantic provinces and the rest of
the country has not decreased significantly. In the Atlantic provinces employment is
highly seasonal and a fairly large proportion of the population relies on unemployment
insurance benefits as a source of income.

It has been argued that many of the past failures were the result of a"top-down
approach" in the implementation of government programs™. A community-based
approach to development is increasingly regarded as an alternative to regional

development™. A significant number of Canadian community-based development
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initiatives  undertaken with or without the assistance of Community Development
Corporations reflects the growing interest in the local development approach.
Particular attention has also been paid to entrepreneurship as shown by the significant
number of programs available to small- and medium-sized businesses.

For proponents of the local development approach, people are the source of
economic growth. It is a bottom-up process where decisions about economic
development are made by the community. Although such development might entail
the use of resources from outside the region, members of the community are
responsible for determining priorities and ways of achieving economic development.
Their involvement in implementing local initiatives is also a key element in ensuring the
success of such initiatives.

Under a community development approach, local entrepreneurship is considered
an important component of development. It is viewed as an answer to the need for
economic diversification, since part of the problem in single-industry or resource
dependent areas stems from their reliance on a single economic activity. However, a
community based approach is not limited to the stimulation of businesses. This is an
approach that integrates both social and economic goals. Human resources
development is considered one of the critical elements of diversification of single-industry

or resource dependent regions.
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SECTION 5 - CONCLUSION

To find appropriate solutions to the problems of communities experiencing
significant population loss is not simple. ICURR’s analysis reveals that the depopulation
phenomenon occurs mainly in small towns of 1,000 to 3,000 inhabitants. Among these
towns, the hardship was found to be most severe in Newfoundland were four
communities experienced a decline of more than 20 percent and in British Coluﬁbia
where five towns saw their population decrease by more than 20 percent and six others
by more than 15 percent. However, the greatest number of declining towns was found
in Quebec, especially in the St. Lawrence region.

ICURR’s study also indicates that the average rate of unemployment in declining
communities rose in all provinces during the 1981-86 period. In Newfoundland and New
Brunswick, the average level of unemployment in such communities was between 20
and 30 percent, while in Quebec it reached 15 to 20 percent in 1986. The manufacturing
labour force data for the 182 declining communities further reveal that, with the
exception of Quebec and Nova Scotia, they are predominantly towns whose economies
are based on the production of resources, especially food and forest products. Labour
force data compiled by Statistics Canada for ICURR also indicate that many declining

communities are mining towns.



72

Beyond sharing a somewhat similar economic base and suffering population loss,
the 182 communities differ remarkably in their demographic make-up, income
distribution, the importance of service industries and unemployment levels. A factorial
analysis of 55 census variables for 1981 and 1986 has enabled us to collapse the major
sources of variation into six factors accounting for 60 percent of the variance. The first
two factors are particularly significant and are summarized here.

The first factor contrasts mining towns with manufacturing towns producing non
durable goods. Most mining towns in the sample have a young population, a high
participation rate in the labour force among the males and a household income of more
than $30,000. At the opposite end of the spectrum, towns specializing in the
manufacturing of food, leather, fubber and other non durable items have suffered lasting
effects from continuous depopulation. Their revenue base is very low and their
demographic make-up is biased toward an aging, often widowed, population.

The second principal factor is one which contrasts high levels of participation in
the labour force among females in central and western Canada to high levels of
unemployment among both males and females and high levels of government transfer
payments in the eastern part of the country, especially Newfoundland and Gaspssie.

It has been found that communities suffering decline differ remarkably in their
demographic make-up, income distribution, the importance of service industries and the
scale of unemployment. Mining towns with a relatively high wage labour force, for

instance, are as affected as manufacturing towns or other resource-based communities
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by economic decline and depopulation. Because of this diversity, we conclude that
development programs designed to help them should differentiate according to specific
income potential, seasonal employment, demographic characteristics, and population

stability.
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Percentage of male population 0-14 years

Percentage of male population 15-44 years

Percentage of male population 45-64 years

Percentage of male population 65 years and over

Percentage of female population 0-14 years

Percentage of female population 15-44 years

Percentage of female population 45-64 years

Percentage of female population 65 years and over

Percentage of population single

Percentage of population married

Percentage of population widowed

Percentage of population divorced

Percentage of population English speaking

Percentage of population French speaking

Percentage of dwellings owned

Percentage of families husband-wife

Percentage of families lone female parent

Percentage of population British origin

Percentage of population French origin

Percentage of population other origin

Percentage of population non mover

Percentage of population mover non immigrant

Percentage of population of 15 years and over with less than grade 9
Percentage of population of 15 years and over between grades 9 and 13 without
certificate

Percentage of population of 15 years and over between grades 9 and 13 with
certificate

Percentage of population of 15 years and over with university degree
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