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Thinking About the Deficit and the Recent
Poor Performance of the Canadian

Economy

C. L. Barber,
University of Manitoba,
Winnipeg, Manitoba.

federal deficit,
some 7.5 percent of GNP, escalated
suddenly in 1982. Although some ob-
servers view the deficit as evidence
of lax fiscal management, and its
solution as one of raising taxes and
cutting expenditures, the issues are

Our $30 billion

more complicated than that. The
sheer size of the federal budget
(total expenditures in 1983 net of

transfers to other governments were
about 20 percent of GNP) means that
any significant tax or expenditure
changes would have important effects
on the economy as a whole. In
thinking about the reasons why a
huge deficit suddenly appeared, and
the circumstances in which it can be
effectively dealt with, the follow-
ing analysis may be useful. For
problems of this kind economists
make use of the following basic
equation: .

Government expenditures on goods and
services, current and capital {G) +
exports of goods and services (X) +
Gross Private Investment (l) must be
equal to Government Revenues net of
Transfer Payments (T%) + imports of
goods and services (M) + Gross Pri-
vate Savings (S)

include all

Gross private savings

Western Economic Review, Vol.

depreciation allowances, plus earn-
ings retained by corporations, plus
personal savings of households.
This basic equation can be written:

G+ X+ 1 =T+ M+ S

Economists often label the left hand
side of this equation as injections,
meaning that all these expenditures
inject funds into the income stream.
The left hand side is labelled with-
drawals, that is, they are compo-
nents of earned income or income re-
ceived that are not being returned
to the income stream. The terms on

the right hand side are wusually
viewed as functions of income; that
is, they increase when income is
rising and fall when income is de-

clining. This can be shown as fol-

lows:
G+ X+ | =THy) + M(y) + S(y)

where the term y is used to desig-
nate income. If we rearrange these
terms we obtain:

G- Ty) = (S(y) - 1) + (M(y) - X)
This last equation can be interpret-

ed as showing that the government
sector deficit must equal the

3, No. L, December 198L [ISSN 0715-4577]
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private sector surplus plus net for-
eign savings used in Canada. A pri-
vate sector surplus means that gross
private savings exceed gross private
investment in Canada. Alternatively
if the government sector is running
a surplus this will be balanced by
the sum of a private sector deficit,
plus net foreign lending by Canada
to other countries. As will be
shown later, for this equation to
hold, only the sum of the two items
on the right hand side must be equal
to the government sector deficit or
surplus.

For simplicity, 1let wus at first
assume that our current account re-
mains in balance, that exports are
always equal to imports. Then our
equation becomes:

G - TR(y) = S{y) - 1|

In these circumstances a government
sector deficit must always be equal
to the private sector surplus. A
government sector surplus will be
matched by a private sector deficit.

Let us now <consider this rela-
tionship for Canada over the years
from 1947 to 1983. The relevant

data are shown in Figure 1.

Over most of this period the pri-
vate sector in Canada was running a
deficit in the sense that the level
of gross investment almost consis-
tently exceeded the level of gross
private savings. Up until 1982,
even in those few years when gross
private savings exceeded ¢gross pri-
vate investment, the resulting pri-
vate sector surplus was comparative-
ly small. Thus, the period as a
whole was one in which a government
sector surplus could be anticipated

Western Economic Review,

in many years. As the bottom line
in Figure 1 shows, such a government
surplus occurred in some 19 of these
years. As long as the private sec-
tor is returning more funds to the
income stream through its investment
expenditures than are being
withdrawn through private sector
savings, incomes will be rising and
the economy will move towards a high
employment level. in these circum-
stances, governments will find their
budgets moving into a surplus posi-
tion or they will have an incentive
to deliberately create such surplus-
es to avoid an overstimulation of
the economy.

On the other hand, with the vir-
tual collapse of private sector in-
vestment in 1982 as a result of the
excessively tight monetary policy
pursued by the Bank of Canada, pri-

vate investment declined by an
amount equal to some 6 percent of
GNP. it was virtually inevitable
that the government sector would

move into a large and matching defi-
cit position.

Given the fact that the basic re-
lationship between private sector
investment and savings has been gen-
erally favourable towards a govern-
ment sector surplus throughout the
postwar period (until 1982), why do
we find two rather extended periods
of deficits? The two periods are
from 1958 to 1963 and from 1975 to
1981. The explanation lies with the
role of the foreign sector, to an
analysis of which | now turn.

If we rearrange the basic equa-
tion shown at the bottom of page 1
we obtain:

I - S(y) = (T%(y) - G) + (M(y) - X)

Vol. 3, No. L, December 1984 [ISSN 0715-4577]



Figure 1

GROSS PRIVATE DOMESTIC INVESTMENT AND GROSS PRIVATE SAVINGS,

CANADA, 1947 TO 1983
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An examination of
that private sector investment has
shown large fluctuations over the
postwar period. For example, it
reached a peak of 24.5 percent of
GNP in 1956 only to decline to 17.2
percent by 1961. it subsequently
rose to a peak of 22.2 percent in
1966 and fell to 17.h4 percent in

Figure 1 shows

1970. As is evident from Figure 1,
these swings in private sector in-
vestment were much larger than any
corresponding swings in private

Western Economic Review,

sector savings. When private in-
vestment expands much more rapidly
than private savings in Canada, the
difference can be matched in two
different ways:

a. the government can attempt to
fill the savings gap by deliber~
ately creating a corresponding
government sector surplus; or,

sector can obtain
needed to finance its

b. the private
the funds

Vol. 3, No. 4, December 1984 [ISSN 0715-4577]



PERCENT OF GROSS NATIONAL PRODUCT

excess capital spending by bor-
rowing in foreign capital mar-
kets. These funds can then be
used to finance an excess of im-

ports over exports.

There is little evidence that
Canadian governments have deliber-
ately set out to create the govern-

though fiscal policy may have al-
lowed or facilitated some move
towards a stronger surplus position
in periods of strong capital spend-
ing. On the other hand there is ev-
idence of a strong shift towards the
use of foreign capital during peri-
ods when Canadian capital spending
has been exceptionally strong. This

ment sector surplus needed to fill is evident from the data shown in
the gap between private sector in- Figure 2.
vestment and private savings, al-

Figure 2

MANAGING CANADA'S USE OF FOREIGN CAPITAL, 1947 TO 1983
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The pattern revealed in Figure 2
is one of a comparatively large use
of foreign capital in periods when
capital spending in Canada substan-
tially outran the supply of Canadian
savings. However, this chart also
reveals two periods when the net use
of foreign capital exceeded the re-
quirements for additional funds by
the private sector by a large mar-
gin. This is shown by the shaded
areas on the chart. The two periods
are from 1958 to 1963 and from 1975
to 1981. These are precisely the
periods referred to above when the
government sector ran deficits even
though the private sector was run-
ning a surplus or was virtually in
balance. | have labelled the shaded
areas as excess use of foreign capi-
tal. In effect, foreign borrowing
was being wused in these periods to
finance the government deficit. A

better economic management would
have been to both avoid this excess
foreign borrowing and at the same

time achieve a much lower deficit or
a virtually balanced budget.

Given. the fact that both of these
periods occurred when Canada had a
floating exchange rate, it can be
argued that this unfortunate result
reflected an incorrect mix of mone-
tary fiscal policy. An easier mone-
tary policy combined with a tighter
fiscal policy could have exercised
the same degree of restraint or
stimulation to the economy while at
the same time producing a lower val-
ue of the Canadian dollar, a smaller
current account deficit and a small-
er government deficit. The first of
these periods occurred during the
Bank of Canada Governorship of James
Coyne. The policy pursued was se-
verely criticized by economists.
The second period, from 1975 to
1981, was one when Governor Bouey
was in charge. Yet many economists
supported his restrictive monetary
policy, largely it appears because
of their one-to-one association of

Western Economic Review,
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monetary policy with inflation and
their neglect of the whole question
of a proper monetary and fiscal mix
and an appropriate exchange rate.
What conclusions can we draw from

this analysis with respect to the
government deficit? Conditions
which are favourable to achieving a
balanced government sector budget
are those where

a. the private sector is at least

in balance or is running a defi-
cit in the sense that its invest-
ment spending exceeds its sav-
ings; and

exchange rate is being man-
aged so as to avoid an excessive
use of foreign capital. Thus,
first priority should be given to
restoring a more normal level of
private capital spending in Cana-
da. A policy of lower interest
rates and a still lower value of
the Canadian dollar would con-
tribute to this goal.

b. our

In the light of the above analy-
sis what can we say about the poor
performance of the Canadian economy?
In particular why 1is the Canadian
unemployment rate and rate of eco-
nomic growth so much less favourable
than that of the United States? in
my view the reasons are as follows:

1. For a number of reasons the Can-
adian economy was affected much
more severely by the 1981-82 re-

cession. Thus, the decline in
private investment in Canada
amounted to some 6 percent of GNP
compared to less than 3 percent
in the U.S.

2. The Reagan tax cut and increase

in defence spending has provided
more stimulus to the U.S. economy
than the Canadian economy has
received,

Vol. 3, No. 4, December 1984 [ISSN 0715-4577]



PERCENT

. As is clear from Figure 3, the which would give a strong stimu-
United States gross savings rate lus to Canadian income and em-
is much lower than that in Canada ployment. A high Canadian sav-
and has not shown the strong up- ings rate 1is desirable provided
ward trend which has occurred in there is an equally high level of
Canada since 1970. I1f Canadians private capital spending. in the
were saving (in gross terms) at latter's absence it merely serves
the same rate as Americans, they to depress the economy and in-
would currently be spending an crease the government deficit.
additional! $25 billion, an amount

Figure 3
GROSS PRIVATE SAVINGS AS PERCENT OF GROSS NATIONAL PRODUCT,
CANADA AND THE UNITED STATES, 1947 TO 1983
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An Econometric Model of the Alberta

Agricultural Sector

A.S. Kwaczek
Energy Resources Conservation Board
Calgary, Alberta.

R.L. Mansell and W.A. Kerr,
Department of Economics,
University of Calgary.

2.1 INTRODUCT I ON

An important characteristic of
most modern economies is the ever-
increasing demand for detailed in-
formation, much of which requires
the use of sophisticated analytical
techniques. In Canada, as else~
where, this is most clearly demon-
strated by the growth in both the
number and average size of economet-
ric macromodels. Even at the pro-
vincial level such models[1] are in-
creasingly viewed as an
indispensable tool in generating
forecasts for planning purposes or
in evaluating the impacts of a vari-
ety of policies or external events.

However, the development of the
agricultural sector, especially in
regional models, has not kept pace
with that of the other model compo-
nents. Two shortcomings in particu-
lar stand out - the absence of suf-
ficient detail to accurately assess
agricultural policies and the lack
of careful integration with the
overall models. For national econo-
metric models such deficiencies[2]
may not be critical, at least in
terms of the effects on overall
forecasting accuracy or non-agricul-
tural policy evaluations. However,
the same cannot be said for most

regional or provincial models. For
example, in spite of the secular de-
cline in the direct contribution of
agriculture to employment, income,
and output in the western provinces,
the indirect contributions through
the highly developed forward and
backward linkages and via regional
balance of payments effects are sub-
stantial[3]. Further, even though
the macroeconomic effects of specif-
ic agricultural policies may be
largely hidden at the national lev-
el, they are often very significant
at the provincial level. It is thus
clear that greater attention to this
sector is warranted, particularly in
provincial econometric models.

The purpose of this paper is to
outline a detailed agriculture model
for Alberta and its integration with
an econometric model of the Alberta
economy . The overall model is MAE
2.0 (i.e., version 2 of Model of the
Alberta Economy) which consists of
roughly 1,200 equations and includes
detailed sub-models for thirteen
provincial sectors[4], one of which
is agriculture. In terms of the fo-
cus of this paper, three of its more
interesting features are as follows.
First, the agriculture sub-model

Western Economic Review, Vol. 3, No. 4, December 1984 [ISSN 0715-4577]
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follows a "bottom-up' approach. For
example, the value of production for
each commodity is modelled separate-
ly; these values are then summed to
arrive at an aggregate sector value.
Thus, the model can be shocked on a
commodity-by-commodity basis to de-
termine the impacts of specific pol-
icies or external events[5].

Second, the agriculture model is
integrated with the provincial model
using dynamic input-output linkages
and a variety of conventional macro
relationships. As a result, the ef-
fects of changes in the agricultural
sector on economic activity in other
sectors and the overall provincial
economy can be traced and measured.
This is particulariy important given
the tendency to focus on the region-
al macro effects of mega-projects
while ignoring those that do or
could result from agricultural poli-
cies. Finally, as both the agricul-
ture sub-model and the overall model
are highly disaggregated, structural
changes in the economy are taken
into account and detailed model out-
put is generated. Hence, the ef-
fects of long-run sectoral shifts
can be measured and both detailed
policies and policies aimed at in-
dustrial diversification can be
evaluated.

The outline of this paper is as
follows. Section 1.2 summarizes the
agriculture sub-model of MAE 2.0.
Section 1.3 presents an overview of
the complete model and outlines the
approach used to integrate the agri-
culture model. In Section 1.4, two
examples are presented to demon-
strate how the agriculture sub-model
and the integrated model can be
used. A brief summary is provided
in the last section.

Western Economic Review,

2.2 THE AGRICULTURE SUB-MODEL

This

component of MAE 2.0 con-
sists of 82 equations covering 24
separate commodities. In order to

explain the general nature of these
many relationships and their linkage
with the overall model it is useful
to begin with the overview presented
in Figure 1. As shown, annual com-
modity production 1is either exoge-
nously given (e.g., wheat) or en-
dogenously determined by, among
other things, the relationship be-
tween commodity prices and input
costs. In most cases the prices are
exogenous to the model while costs
are determined by variables generat-
ed in other parts of the provincial

model (e.g., wage levels) or exoge-
nous inputs (e.g., interest rates).
These values for agricultural pro-
duction are, in turn, added into

primary sector Gross Domestic Prod-
uct (GDP) and, after deducting Al-
berta deliveries (the values for
which are generated in the main part
of MAE 2.0), are used to estimate
annual exports of agricultural prod-
ucts from the province. The latter,
along with values for annual invest-
ment in the agricultural sector,
feed into the final demand component
of the main model where they are
eventually +translated into demands
for commodities produced by other
Alberta industries. The values for
agricultural production also go into
the determination of labour input
and, after taking account of a vari-
ety of cost items, net farm income.
Finally, the latter wvariable feeds
into equations which calculate agri-
culture investment as well as into a
variety of blocks in the main model
where variables such as personal in-
come are determined. Thus, it can
be seen, for example, that changes
in the prices or production of agri-
cultural commodities set off a se-
ries of export, investment, employ-
ment and income effects which alter

Vol. 3, No. 4, December 1984 [I1SSN 0715-4577]
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level of activity in the
this in turn
agricultural

the overall
provincial economy and
reacts back upon the
sector.

As indicated in Figure 2, which
summarizes the main interrelation-
ships within the agricutture sub-
model, the commodities are separated
into those for which quantities are
determined exogenously {(from a pro-
vincial perspective} and those for
which quantities are endogenously
determined.

The relatively large size of the
former group is dictated by several
considerations. First, as a general
rule, the smaller the size of the
economic unit (e.g., Alberta wheat

producers) compared to the overall
market area and the more integrated
this economic subset is with the

larger market, the greater the num-
ber of variables which will be con-
sidered exogenous. Second, in some
cases quantities and/or prices are
determined by bureaucratic fiat or
government-to-government sales
agreements and are hence not amena-
ble to modelling. For example in
the case of Alberta, the quantities
and prices for wheat, rye and oats
are established within the Canadian
Wheat Board payments and guota sys-
tem. Similarly, all non-feed wheat
designated for Alberta consumption
is Board controlled. In addition,
since a large portion of Canadian
(and Alberta) grain exports is the
result of bilateral sales agreements
between the Wheat Board and agencies
of foreign governments, any attempts
to make Alberta grain exports en-
dogenous would require the construc-
tion of a model of the world grain
market. Finally, in several cases
the variables are made exogenous for
purely practical reasons. For exam-
ple, in Alberta honey, fur farming
and trapping activities are such a
small part of the agricultural sec-
tor that elaborate modelling of
guantities and/or prices is

Western Economic Review, Vol.
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difficult to justify. Further, in
many instances they are simply im-
possible to econometrically estimate
given the absence or poor quality of
regional data for minor commodities.

In the case of the commodities
whose quantities and/or prices are
determined endogenously, the equa-
tions used incorporate specific re-
gional factors and standard economic
theory. While it 1is not practical
here to outline all of these equa-
tions, some examples are provided to
illustrate their general naturel[6].
Since the bulk of Alberta's barley
production is sold as livestock
feed, Alberta livestock production
and the prices of competing feeds
are used to determine its level.
Barley prices, on the other hand,
are primarily a function of wheat
prices.

As another example, the sales of

cattle for slaughter and for live
export deliveries in year t are
mainly determined by three vari-
abies. These are:

a. the price of steers in vyears t-3

(i.e., the greater is the latter,
the larger is the number of heif-
ers and cows held back for breed-
ing purposes in year t-3 and the
greater the number of cattle
available to the market in year
t);

b. the price of barley in year t-1
(e.g., as barley prices rise, the
feedlot demand for heifers de-
clines and more heifers are sold
rather than being held back for
breeding); and

c. the price of calves in year t-]
(i.e., as this price increases,
cattle sales in year t decline,
ceteris paribus).

Other less
clude changes in the
in year t-5 (since the average pro-
ductive life of a dairy cow is five
years) and lagged interest rates.

important variables in-
dairy cow herd

3, No. 4, December 1984 [ISSN 0715-4577]
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The equations for other
livestock production are similar in
that they also include price and
cost variables along with well-known
lags and product interrelationships.
As shown by the results presented in
a later section, this leads to a va-

types of

riety of production cycles of the
type commonly observed in agricul-
ture. Finally, it might be noted
that, with the exception of beef

cattle prices[7], all prices for the
endogenous commodities (see Figure
2) are determined endogenously using
standard price equations.

The agriculture sub-model also
generates a number of values which
feed directly into the main part of
MAE 2.0. These include values for
real and current dollar Gross Domes-
tic Product (GDP) in Agriculture;
real and current dollar (provincial)
agricultural exports and real and
current dollar gross and net agri-
cultural investment; and agricultur-

al employment, wages and salaries
and net farm income.
As shown in Figure 2, real and

current dollar production values are
calculated, respectively, by multi-
plying the quantities of the indi-
vidual commodities by their 1971 and
current prices. For most major com-
modities individual equations deter-
mine the proportion of this total
production which is used in Alberta
so that out-of-province exports can
be calculated as a residual[8]. As
an example here, Alberta deliveries

of cattle for slaughter are mainly
related to consumer expenditure on
food. The latter is, in turn, de-

termined (in the consumption sector
of the main model) by per capita
disposable income, population and a
relative price variable.

As previously noted, the value of
total agricultural production is
also used to estimate real and cur-
rent dollar GDP (or value added) in
agriculture. This, in turn, is used
to estimate intermediate demands by

Western Economic Review,

~ment and

the agricultural sector for gasoline
and fuel oil, machinery and equip-
so on.  Net income from
farm production is estimated by de-
ducting operating costs and depreci-
ation from the summation of the val-
ues for the sales of individual
agricultural commodities as deter-
mined in the sub-model. The values
for farm operating costs and depre-

ciation are estimated in equations
with right-hand variables such as
farm input price indexes, interest
rates and the mid-year net capital

stock for agriculture. Net farm in-
come forms a major determinant of
investment expenditures and, along
with the real value of farm produc-
tion, enters the equations which
calculate hired and non-hired (or
family and farm operator) labour.
Finally, an endogenously determined
value for farm wage rates is multi-
plied by the estimate of hired farm
labour to arrive at wages and sala-
ries in the agricultural sector.
This agriculture sub-model (and
the complete model) has been vali-

dated using both in-sample simula-
tions and ex-post forecasts. As
shown in Table 1, the measures of
error for three of the main aggre-
gates produced by the agriculture
sub-model fall within reasonable
limits. However, it might be noted
that greater accuracy  may be

achieved for such variables by less
disaggregated models. Whereas there
is a tendency for errors to cancel -
out in the more aggregated models,
there is both a greater potential
for specification errors and a ten-
dency for errors to be carried or
even multiplied as they pass from
equation to equation as the level of
disaggregation increases. Unfortu-
nately, any such losses in accuracy
associated with disaggregation must
be weighed against the gains in use-
fulness in terms of analyses involv-
ing detailed inputs or intra-secto-
ral structural changes.
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Root Mean Square Error (RMSE) and Mean Percentage Error (M%E) for
In-Sample Simulation and Ex~Post Forecast for Selected Variables

Generated by the Agriculture Sub-Model.
Estimation Period is 1961 - 1979)

(Note:

In-Sample Simuliation

Ex-Post Forecast

(1970-79) (1980-81)
Variable RMSE MEE RMSE MBE
Real Agriculture GDP 22.16 0.34 % %
(millions of 1971 dollars)
Real Gross Agricultural
I nvestment 38.87 5.75 36.00 1.11
(millions of 1971 dollars)
Net Farm |ncome 51.20 3.25 29.53 3.30

(millions of current dollars)

#* Cannot be calculated due to unavailability of data for actual values.

2.3 THE STRUCTURE OF THE COMPLETE

MODEL
MAE 2.0, which is an expanded
version of an earlier model of the
Alberta economy (see Mansell and
Wright, 1981), was primarily de-
signed to prepare medium-and long-

term economic and demographic fore-
casts for the province, to assess
the impacts of <capital projects and
to evaluate various diversification
strategies and government policies.

Figure 3 illustrates the overall
structure of this model and the ba-
sic position and role of the agri-

culture sub-model within it.

As indicated, the industrial sec-
tors are divided into two groups -
basic and non-basic. The first in-
cludes those industries which are
primarily export-oriented (that is,
mainly produce for ex-provincial

Western Economic Review,

markets) . For the most part, these
are driven by variables whose values
are largely determined outside the
province's boundaries and/or exhibit
important supply-side or regulatory
constraints. For Alberta, the agri-
culture, forestry, mining {coal,
conventional oil and gas plus syn-
thetic oil) and petrochemical sec-
tors are included in this first
group. The second group contains
those industries which are non-basic
in the sense that they are primarily
oriented towards providing goods and
services for use within the province
and hence are mainly driven by de-
mands arising from local consumers,
governments or businesses. As indi-
cated, sectors such as manufacturing
(excluding the petrochemical sec-
tor), construction, trade, utiti-
ties, finance and services comprise
this group[9]. Finally, it should

Vol. 3, No. L, December 1984 [ISSN 0715-4577]
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be pointed out that while the prima-
ry direction of causality is from
the basic to the non-basic (and oth-
er) sectors, there are also linkages
in the opposite direction. For ex-
ampie wage, price, income and popu-
lation changes do have effects on
basic sector variables such as wage

rates, investment and local (provin-
cial) demand.

Within this framework the agri-
culture sub-model performs three

main functions. First, given values
for various exogenous economic and
policy variables, it generates esti~-
mates of value added (or GDP), em-
ployment, and wages and salaries for
the agricultural sector which feed
directly into the determination of
these variables for the province as
a whole. Second, it generates val-
ues for agricultural investment and
exports which enter a final demand
vector containing estimates for nine
consumption items, net sales to gov-
ernment, seven investment catego-
ries, five topics of exports and
five types of imports. Using a con-
verter matrix[10], these final de-
mands are first converted into de-
mand for each of 37 commodities and

then (using a market share ma-
trix[11]) into industry-specific de-
mand. Third, it provides estimates

of intermediate demands for non-ba-
sic sector output on a commodity-by-
commodity basis.

As indicated in
vector of final plus intermediate
demands (arising from the basic in-
dustries) is multiplied by a parti-
tioned inverse matrix to arrive at
first approximations for output for
each of the non-basic indus-
tries[12]. These are then adjusted
to take account of temporal changes
in the technical coefficients using
a method similar to that employed in
the Candide Model (Preston et
al.)[13]. The resulting estimates
then enter equations where variables

Figure 3, the

Western Economic Review,
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such as investment, employment, wage
rates and wages and salaries for
each of the non-basic industries are
determined. Following a number of
aggregation and reconciliation pro-
cedures, the values for variables
such as personal income, the unem-
ployment rate and population (deter-
mined using a cohort-survival proce-
dure with endogenously determined
migration) go back into the genera-
tion of estimates of final demand
(e.g., consumption, residential in-
vestment and so on) for the next
period.

For the purpose of illustrating
the main linkages between the agri-
culture sub-model and the rest of
MAE 2.0 consider the case of a shock
in the form of, say, increased beef
production arising from higher beef
prices. First, in addition to af-
fecting other components of the ag-
ricultural sector (for example the

production of feed grains), this
would, through the additional inter-
mediate demands in other industries,

produce an inter-industry multiplier
effect. Second, this impact along
with the increase in exports would
set in motion a Keynesian-type mul-
tiplier effect based on income ex-
pansion and the consequent increases
in consumption, investment and pos-
sibly government expenditure. The
size of the total effect would, how-
ever, be conditioned by a variety of
wage and price effects, the size of
which would partly depend on the
amount of excess capacity in local
labour and product markets. Third,
to the extent that the first two im-
pacts resulted in an increase in em-
ployment and income opportunities in

Alberta relative to those in other
regions, there would be a further
multiplier effect due to induced

population growth arising from addi-
tional net in-migration.
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2.4 USE OF THE MODEL

The entire model s
ized" using an expanded version of
TSP 3.4b (Time Series Processor,
version 3.4b) interfaced with TSIMS,
a data storage and management system
developed for MAE 2.0. This system
was chosen primarily because it al-
lows considerable flexibility in the
use of the model. For example, it
enables the user to change and re-
estimate equations to suit individu-
al needs without having to manually
reorder the equations into recursive
and simultaneous blocks prior to
solving or alter the solution algor-
ithms. In other words, changes to
the structure of the model can be
accomplished easily and without any
reprogramming.

As noted earlier, the model can
be put to a variety of uses. For
example, in an agricultural context,
projections for output (by commodi-
ty), income, employment, etc., for
the agricultural sector can be gen-
erated by inserting forecasted val-
ues for the exogenous variables
(such as wheat production and pric-
es) and then simply running the mod-
el forward to the desired date.
Further, by using forecast values
produced by prior runs with the com-
piete model as inputs to the agri-
culture sub-model, the latter can be
run independently of the rest of the
model . Iin either case it is possi-
ble to generate detailed and consis-
tent forecasts for the agricultural
sector for a variety of scenarios
and these projections can serve as a
useful input to the planning and
policy process. Alternatively, the
effects of a variety of policies or
external events on both the agricul-
tural sector and the overall provin-
cial economy can be estimated using
a two step procedure. That is, a

"computer-

"Reference! solution is first ob-
tained by using a set of base case
assumptions for the exogenous

Western Economic Review,

variables. Then,
values of these

by adjusting the
exogenous variables

to reflect the direct effects of a
given policy (or set of external
events), a ''shock' solution is ob-

tained and the net impacts can be
estimated by the differences between

the reference and shock solutions
for each of the -endogenous vari-
ables.

To illustrate the use of the mod-
el, two simplie applications are sum-
marized here. The first involves
the development of a series of pro-
jections for the Alberta agricultur-
al sector while the second examines
the effects of changes in the agri-
cultural sector on the overall pro-
vincial economy.

2.4.1 Projections

Using vailues for the exogenous
variables based on historical
trends, a Reference Case was gener-
ated by running the agriculture sub-
model for the period 1981 to 1990.
In addition, for comparative purpos-
es, alternate scenarios were devel-

oped using the Hoptimistic! and
“pessimistic" projections for 1990
provided in Western Canadian Agri-

culture to 1990 (Canada West Founda-
tion, 1981). These Optimistic Case
and Pessimistic Case projections for
the interim years (1981-1989) were
developed by applying the percentage

deviations around the trend line
calculated for the Reference Case
results to the trend line estab-

lished by historical data and the
1990 projections contained in the
Canada West Foundation study.

The results for selected vari-
ables are portrayed in Figure &.
While it is not our objective here
to discuss these in detail, three
general points are worth noting.

First, the results generated by the
mode! (i.e., the Reference Case) ex-
hibit considerable cyclicality not

Vol. 3, No. 4, December 1984 [ISSN 0715-4577]
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unlike that observed historically.
While this can hardiy be viewed as a
test of the accuracy of the project-
ions it is at 1least encouraging.
Second, the Reference Case project-
ions generated by the model are, for
most variables, significantly lower
than those based on the values in
Western Canadian Agriculture, even
for the pessimistic scenario. This
is somewhat surprising in that the
trend values for the exogenous vari-
ables used for the Reference Case
are, for the most part, very close
to the assumptions embodied in the
latter study[14]. Third, there is
evidence that some of the project-
ions presented in Western Canadian

Agriculture are not internally con-
sistent. For example, the model re-
sults indicate significant trade~-
offs between, say, wheat production
on the one hand and cattle and feed
grain production on the other, but
similar trade-offs do not show up in
the projections contained in the
aforementioned study. The important
point is that a model such as that
employed here can be particularly
useful in maintaining consistency
both between the assumed values for
the exogneous inputs and the pro-
jections and among the projections
for the various types of agricultur-
al production.

2.4.2 Impacts

To illustrate the use of the mod-

el in estimating the effects of

Western Economic Review,

changes in the agricultural sector
on the overall provincial economy,
the complete model was run for three
cases which differ only in terms of
the level of agricultural activity.
The Reference Case was generated in
the manner previously outlined while
the other two incorporated the "op-
timistic'" and "pessimistic'" growth

projections for the production of
cattle, hogs, wheat, and a variety
of other grains[15] embodied in

Western Canadian Agriculture.
Although MAE 2.0 produces values
for over 200 commonly used aggregate
and sectoral wvariables for the Al-
berta economy, the results presented
here (see Figure 5) are limited to
measures of real output (RGDP) for
the Alberta agricultural sector and
the total provincial economy. These
results indicate two important fea-

tures of the linkages between the
agriculture sector and the provin-
cial economy. First, the effects of

a one dollar increase in agricultur-
al output on total RGDP are signifi-
cantly and negatively related to the
overall level of economic activity.
That is, because of factor supply
constraints and the operation of a
variety of price and cost effects
embodied in the model, “"crowding-
out' effects are exhibited. This is
unlike most regional models where
assumptions of perfectly elastic
supply curves and prices/cost move-
ments which are independent of the
level of economic activity preclude
the possibility of such effects even
though they are a reality.

Vol. 3, No. L, December 1984 [ISSN 0715-4577]
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LINKAGE EFFECTS
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Second, the results indicate a
significant cumulative multiplier
process. For example, while the im-
pact or short-run multipliers (show-
ing the immediate or short-run in-
crease in total provincial RGDP per
dollar increase in agriculture sec-
tor RGDP) are generally in the range
of 1.5 to 1.9, the long-run multi-
pliers are significantly greater.
Defining ARGDPA as the sum of annu-
al differences (between, say, the
Optimistic Case and the Reference
Case) in agriculture sector value-
added over the period 1982 to 1990
and ARGDP as the sum of annual dif-
ferences in provincial RGDP over the
same period, the long-run (cumula-
tive) multiplier can be expressed as
-ARGDP/ ARGDPA. The value for this
multiplier based on the differences
between the Pessimistic Case and
Reference Case is 2.97. And an even
larger multiplier is evident from
compar isons between the Optimistic
and Reference Cases. in general,
these relatively large long~run mul-
tiplier effects arise because the
initiating factor (in this case, the
expansion of the agricultural sec-
tor) alters the long-run growth rate
in the economy and not just the lev-

el of economic activity as is the
case in static-type models. How-
ever, the most important point here
is that changes in the agricultural
sector have a considerably larger
effect on the Alberta economy than
is commonly believed. This would

suggest that, even 1in a provincial
economy dominated by the energy in-
dustry and mega-projects, agricul-
ture should not be overlooked as an
important source of growth and eco-
nomic diversification. In this con-

text, the model could be useful in
isolating those types of policies
most conducive to maximizing this

important role of the

sector.

agricultural

Western Economic Review,

2.5 SUMMARY

Though the agricultural sector
constitutes a vital component of
most provincial economies and is the
focus of numerous planning and poli-
cy initiatives, it is typically un-
der-represented in regional mod-
elling efforts. This paper
summar ized one approach in develop-
ing a fully integrated, commodity-
based econometric model of a provin-
cial agricultural sector. In
addition to its use in preparing de-
tailed forecasts, it also allows for
the effects of market or policy
changes for individual commodities
to be examined in the context of the
agricultural sector alone as well as
the provincial economy as a whole.
While considerable improvements are
no doubt possible the tests of the
model using historical data and ex-
post forecasts would suggest that
the general approach used has merit.
The opportunities for additional re-
search in this area appear to be ex-
tensive.
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[2]

[31]

Western Economic Review,

NOTES

Provincial econometric models
currently exist for Prince Ed-
ward Island, Nova Scotia, Que-
bec, Ontario, Saskatchewan and
Alberta. Similar models no
doubt exist for many of the re-
maining provinces but these have
not been widely publicized. In
addition, some national organi-
zations (e.g., the Conference
Board of Canada) maintain and
operate provincial econometric
models. A summary of some of
the earlier provincial models is
provided in Government of Ontar-

io (1971).

be noted that these
generally less

It might
shortcomings are
acute at the national Jevel.
For exampie, the 500 equation
Food and Agricultural Regional
Model (FARM) is highly disaggre-
gated although it is not inte-
grated with a macro model (see
Agriculture Canada (1980)) .
While less detailed, the 31
equation model reported by Chan
(1981) can be linked to the To-
ronto Annual Canadian Model
(TRACE) . Other models such as
RDXF (see Kenwood, de Bever et
al. (1981) and Candide (see Pre-
ston et al. (1979)) have inte-
grated but not highly disaggre-
gated agricultural sectors.

for example, the Agriculture and
Food and Beverage industries
rank fourth and first, respec-
tively, as having the strongest
backward linkages in the Alberta
economy . Iin terms of forward
linkages the respective rankings
are third and first (see Mansell
(1981)) . In addition, the Al-
berta agriculture sector ac-
counted for 13 percent of total

Vol.

[4]

[5]

[6]

7]

(8]

L9l
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provincial exports in 1980 (data
provided by Alberta Bureau of
Statistics) . For a summary of
regional balance of payments ef-.
fects see Thiriwall (1980).

labour force,
consump-

These sectors are:
population, housing,
tion, personal income, govern-
ment revenue and expenditure,
coal mining, conventional oil
and gas, oil sands, petrochemi-
cals, forestry, non-basic or lo-
cal industrial sectors, and the
agricultural sector.

For example,
programs are
commedity-by-commodi ty

Similarly, the effects
tors such as changes
portation rates or

wheat or beef prices which are
exogenous to the province can
only be determined using a com-
modjty-by-commodity evaluation.

most agricultural
administered on a
basis.
of fac-
in trans-
in, say,

For a detailed description of
these equations see Kwaczek and
Mansell (1981).

Since the North American beef
cattle market is highly inte-
grated, Alberta prices are de-

termined exogenousiy on an Omaha
plus freight basis.

The determination of the value
of grain exports is a notable
exception in this regard. Be-

cause of a combination of smail
provincial relative to total
sales, difficulties in modelling
inventory changes and inconsis-
tent historical data, this vari-

able is determined by an esti-
mated equation rather than as a
residual.

A combination of three cri-

teria were used to establish the

3, No. L, December 1984 [ISSN 0715-4577]
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Lo}

(1]

[12]

Western Economic Review,

The first was
a particular in-
had a location

basic sectors.
whether or not
dustry or sector

quotient significantly greater
than one. The second involved
the size of the contribution of
each sector to total exports

from Alberta. (Detailed data on
provincial exports were provided
by the Alberta Bureau of Statis-
tics.) The third concerned the
degree to which exogenous fac-
tors (such as direct regulation
or world commodity prices) and/
or supply-side factors played a
role in determining activity in
the sector. Given that these
latter factors are not easily
incorporated in an input-output
framework (such as that used for
the non-basic sectors), their
existence signalled the need for
separate industry (or sector)
models.

in the
sys-

This matrix (denoted E
partitioned input-output
tem) shows the composition of
the 27 final demand components
in terms of 37 separate commod-
ities based on the 1974 Input-
Qutput Accounts for Alberta.

in the
sys-

This matrix (denoted D
partitioned input-output
tem) allocates the production
of 37 separate commodities
among 22 different industries.

Specifically, g%, the vector of
real value added for the non-

basic industries, is determined
by
g% = §d . [l—D‘E]—] « D'[E-f

+ B.g ]
where B d is a diagonal matrix
formed from the value added
components of the partitioned

industry coefficients matrix, |

Vol.

[13]

[14]

[15]

is an identity matrix, D is a
partitioned market share ma-
trix, B is a partitioned indus-
try coefficients matrix, E is a
partitioned final demand coef-
ficients matrix, f is a vector
of final demands, B is a parti-
tioned industry coefficients
matrix and § is a vector of
gross outputs for the basic in-
dustries. For details see Man-
sell and Kwaczek (1982).

The technical coefficients
measure, for each industry, the
quantities of the various in-
puts required per unit of out-

put. The adjustment method em-
ployed . makes allowances for
changes in these coefficients

over time as a result of tech-
nical change and factor substi-
tution.

For further discussion of the
projections in Western Canadian

Agriculture, see Anderson
(1981), Coffin (1981) and Ler-
ohl (1981).

These include oats, barley,

rye, rapeseed and flaxseed.
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FORECASTS

General Economic Outlook for Alberta

B. L. Scarfe,
Bepartment of Economics,
University of Alberta.

In company with most western in-

dustrial economies, Canada has re-
cently been recovering from a seri-
ous recession. In part, this

recession was the inevitable conse-
quence of the use of tight monetary
poelicy and high real or inflation-
adjusted interest rates as the main
tool for reducing the core inflation
rate in the economy. Although the
inflation rate has moderated sharp-
ly, the recovery has been faster in
the United States than in Canada,
and has occurred from a recessionary
trough which was not quite as deep.
Moreover, it should not surprise you
to know that the weaker Canadian re-
covery has been rather unbalanced,
with precious little of it permeat-
ing the western regional economy and
the agricultural sector more specif-
ically. I shall explore a little
later some of the reasons why these
differences have occurred.

The recent recession bottomed out
in November 1982, both in the United
States and in several parts of Cana-
da. The ensuing two-year-old recov-
ery has been engineered by the less
restrictive monetary policies which
were pursued between September 1982
and September 1983, and by the ini-
tially stimulative effects of ex-
panded government deficits. The
higher money supply growth rates, as

Western Economic Review,

measured by the total of currency
and demand deposits at commercial
banks of M1, were necessitated by
the need to generate an economic re-
covery, and in the case of the Unit-
ed States by the need to restore
reasonably stable monetary condi-
tions in the debt-burdened interna-
tional money markets.

More recently, since the fall of
1983, money supply growth rates have
been reduced significantly. This
may well be a natural response to
the authorities' fear of being seen
to monetize the substantial fiscal
deficits which now over-shadow the
financial markets. Nevertheless,
until these central government defi-
cits are reduced in scale, real in-
terest rates will remain substan-
tially higher than their historical
norms. indeed, the largest probiem
over-shadowing our prospects for a
sustained economic recovery is the
high-level interest rates emanating
from the substantial fiscal deficits
that exist on both sides of the bor-
der and in several other OECD coun-
tries as well.

The facts that United States in-
flationary pressures were unwound by
tight monetary policy, and that
stimulative fiscal policy, including
tax reductions and larger defence
expenditures, has been used in the
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United States to generate a recovery
from the resulting recession, have
together led to an unbalanced mix of
monetary and fiscal policies, and
therefore to high real interest
rates. In consequence, over the
past three years, large-scale capi-
tal inflows into the United States
economy have caused the U.S. dollar
to be very strong in relationship to
European and other currencies. How-
ever, this strength is likely to be
unsustainable in the face of a grow-
ing deficit on the trade and debt-
service accounts of the U.S. bal-
ance of international payments.
Although the Canadian dollar has
often looked weak in relationship to
the high-flying U.S. dollar, in ac-
tual fact it has been strong in re-

lationship to European and other
third country currencies. One con-
sequence of this is that the U.S.

1981-82 recession
it those sec-

recovery from the
has pulled along with
tors of the Canadian economy, such
as automobile manufacturing, which
are sheltered by North American pro-
tective barriers from third country
competition, but has left mired in
recession those sectors which are
exposed to third country competi-
tion, in both external and U.S. mar-
kets. This is especially true of
our resource-based industries, in-
cluding agricuiture, and is one of
the main reasons why our overall re-

covery has been half-baked in com-
parison to that of the United
States. Put differently, the trade-

weighted appreciation of the Canadi-
an dollar that has materialized as
we have tried to maintain a U.S.
dollar exchange rate in the upper
half of the 70~-to B80-cent range has
helped to sustain a continuation of
the recession in the resource-pro-
ducing sectors of the economy when
recovery has taken hold elsewhere.

Neither the federal government
nor the Bank of Canada can do much
about the high real interest rates

Western Economic Review,
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resulting from the current monetary-
fiscal policy mix being pursued in
the United States, whose situation
with respect to economic recovery is
much further advanced than our own.
Nevertheless, the growing size of
the U.S. current account deficit
must soon lead to some corrective
readjustment in currency values in
which the U.S. dollar must eventual-

ly slide relative to the Deutsche-
mark, the yen and other related cur-
rencies. To have taken a little
more of our associated slide over

the past year by running a slightly
more expansionary monetary policy
might well have been beneficial as
long as the exchange rate was later
going to be stabilized. In part,
such a process has already occurred,
but in my view it has been exces-
sively resisted. In sum, over the
past twelve months Canadian monetary
policy has been somewhat too re-
strictive, given the fragile state
of the recovery process in many sec-
tors of the Canadian economy, espe-
cially those involved in resource
extractive processes in British Co-
lumbia, Alberta, Newfoundliand and
eastern Quebec. 0f course, this
viewpoint might not be shared in On-
tario's manufacturing heartiand,
where the recovery has been steadily
underway since November 1982.

Given the capital-intensive na-
ture of our resource-extractive in-
dustiries, Canada is more dependent

upon buoyant investment expenditures
than the United States for continued
economic prosperity. It follows
that one of the main reasons why the
Canadian recession has been deeper
and more protracted than the United
States recession is the larger ham-

mering that total longer-term in-
vestment expenditure took in Canada
in response to high real interest

rates, to lower capacity-utilization
in its resource-producing industries
resulting from the high external
value of both the U.S. and Canadian
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dollars in terms of third country
currencies, and to the market, price
and policy developments which

shocked expectations in our energy-
producing industry. One of the main
additional reasons why the U.S5. re-

covery is more advanced than the
Canadian recovery is the fact that
changes and differences in capital

and profits taxation arrangements on
both sides of the border have served
to lower what | call the "user cost"
of capital investment expenditures
in the United States in relation to
that in Canada. Another reason is
the faster wage and price adjustment
that occurred in the United States
in response to the policy-induced
recession, a factor which was en-
hanced by the delayed response of
energy prices in Canada to the
1979-80 world oil price develop-
ments.

As yet, we have been given no re-
ally clear-cut indication by either
the U.S. or Canadian governments as
to how their substantial fiscal def-
icits will be reduced sufficiently
as the recovery proceeds into its
third year. This is, of course, not
good news for real interest rates,
crowding-out effects on private sec-
tor activities, or for currency val-
ues and inflation rates down the
track. Nevertheless, | am optimis-
tic enough to bet that at least a
down-payment on the necessary defi-
cit reduction will occur on both
sides of the border in the first
half of 1985. In consequence, nomi-
nal interest rates may well moderate
into the late spring of 1985 by per-
haps another full percentage point,
while if anything inflationary pres-
sures should be expected to pick up
somewhat, as increased demand pres-
sure. in the U.S. labour market in-
creases union bargaining power, and
as a lower value of the U.S. dollar
raises North American import costs.
On both counts, real interest rates
may well decline.

Western Economic Review,

The danger is that this decline
will not be sustained if North
American money markets fail to be

convinced that fiscal deficit reduc-
tions will continue after an initial
down-payment. Moreover, any signif-
icant reversal of the downtrend in
real interest rates before the end
of 1985 could begin moving us back
into recession during the course of
1986.  On this scenario, unemploy-
ment rates will remain high, espe-
cially in Canada, and the growth in
consumer demand will be curtailed.
None of this brings any good news
for the agricultural and livestock
industries in the North American
market place. Nor can there be much
abatement in the strength of off-
shore competition in the world mar-
ket place for food-stuffs, especial-
ly including meat products, without
the growth in consumer demand that
only a sustained international eco-
nomic recovery can bring, even if
some short-term relief occurs
through a fall in North American
currency values.

The required fiscal adjustment on
either side of the border should be

to reduce the structural or non-
cyclical component of the fiscal
deficit downwards towards zero over

the life of the current Canadian and
prospective U.S. governments. Al-
though the overall Canadian fiscal
deficit is larger in relationship to
gross national product than its U.S.
counterpart, this reflects in large
part the weaker Canadian recovery.
Indeed, the structural component of
the U.S. fiscal deficit is almost as
large as the corresponding component
in Canada, when taken as a propor-
tion of gross national product.
Roughly half, or $18 billion, of
Canada's $32 billion fiscal deficit
is structural in nature, while ap-
proximately two-thirds, or $130 bil-
lion, of the $200 billion or so U.S.
fiscal deficit 1is structural. In
consequence, we need to make
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bite-sized reductions in the Canadi-
an deficit to remove, cumulatively,
four billion dollars from the struc-
tural deficit each year for the next
four years, whereas our neighbours
to the south need to work for a cu-
mulative reduction at the rate of
some $35 billion per annum over the
life of their next government. Giv-
en the nature and causes of our two
different fiscal deficits, it is
clear that, in principle, the U.S.
deficit situation should be margi-
nally easier to handle. Moreover,
in many ways it is at least as cru-
cial for Canada that the U.S. defi-
cit be reduced as the Canadian one.
What we need is a reduction in real
interest rates in the world economy.
Reducing the U.S. fiscal deficit is
much more important to this end than
reducing the Canadian one. Needless
to say, this does not carry any im-
plication that we can afford to be
either casual or complacent about
our own situation. It is simply a
matter of relative magnitudes.
Unless faster growth in real pri-
vate consumption expenditures and
lower levels of real interest rates
can be generated by a more appropri-
ate monetary-fiscal policy mix, the
agricultural community in Canada
will continue to suffer a relative
cost-price squeeze, farm bankrupt-
cies will continue to be numerous
and, even for the survivors, real
net farm incomes will remain unduly
low in relationship to past history

TABLE 1

Forecast for Alberta in 1985

27
and in comparison with some, but
certainly not all, productive sec-
tors in the economy. Local markets
in Alberta will in any case continue
to be sluggish due to the aftermath
of the collapse of the 1979-80 boom,
for there 1is little doubt that in
this period of structural adjustment
the Alberta economy will continue to
perform less well in terms of growth
rate measures and unemployment sta-
tistics than other parts of the na-
tional economy.

Finally, one must add a word
about the Crow Rate reform. As we
are all becoming aware, the continu-
ing distortions in relative freight
rates unavoidably lead to the de-
protection of the livelihoods of all
western Canadian red meat and espe-
cially beef producers, including
cow-calf and feed-lot operations,
meat packing and processing firms
alike. To correct this problem, the
whole so-called Crow benefit should
be paid entirely to the farmers, and

not to the rajlways, though the
railways should accordingly set
higher freight rates for hauling

grain so as to reflect the real eco-
nomic costs of haulage. The result-
ing reduction in feed grain prices
in the western prairies should to
some extent reduce the cost-price
squeeze on our western livestock in-
dustry. Nevertheless, a sustained
reduction in real interest rates is
even more fundamental to vyour col-
lective livelihoods.

Percent
Real GDP 1.7
Employment Growth 0.5
Unempioyment Rate 11.0
Consumer Price Index L.0

Western Economic Review,
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Saskatchewan Outlook, 1985

S. Dorey and J. Stewart,
Department of Economics,
University of Regina.

As usual, agriculture dominates
the outlook for the Saskatchewan
economy . The impact of the 1984

drought on the financial position of
agriculture and agriculture-related

industries will continue to restrict
growth in demand in the Saskatchewan
economy well into 1985. A twenty

percent decline in grain production

in 1984 caused a sharp decline in
net farm incomes. While the decline
will probably not be as severe as

initially feared, it will ensure a
good deal of caution on the part of
both consumers and producers through
the first half of 1985. Retail
sales and housing starts declined
sharply in the second half of 1984,
reflecting in large measure the im-
pact of the drought on consumer con-
fidence. Little improvement in ei-
ther housing or retail sales is
expected until late in 1985.

If an average grain crop is
achieved in 1985, the resulting gain
in real output and improved consumer
confidence should more than offset
the weakness in other sectors of the

economy. Based on the assumption of
a normal harvest, real domestic
product in Saskatchewan is forecast

to increase by 2.5 percent in 1985,
slightly more than the 2.0 percent
rate of growth projected for the
Canadian economy as a whole.

Western Economic Review,

Prospects for a return to a crop
roughly in line with the long-term
trend have been helped by substan-

tial precipitation in the fall of
1984.  Relatively large final pay-
ments expected from the Canadian

Wheat Board, crop insurance payments
and a promised "handsome' payment
from the Grain Stabilization Plan
prior to seeding, together with the
likelihood of generous Wheat Board
quotas, should offset much of the
concern over low international grain
prices. The result is expected to
be a larger than normal area seeded
in the spring of 1985. This pro-
vides the potential for a better
than average size harvest. Given
adequate growing conditions, a good
crop should contribute to a modest
upswing in economic activity in the
latter part of 1985. However, agri-

culture will not provide strong
stimulus to the economy until the
United States deals with its huge

grain stocks and prices recover in-
ternationally.

0il and gas production increased
by an estimated 15 percent and 25
percent, respectively, in 1984,
There is limited capacity to permit
a further expansion in 1985, How-
ever, oil exploration and develop-
ment, particularly in the heavy oil
producing regions of the province,
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should continue to grow, barring a
major decline in world oil prices
that would undermine the viability
of the proposed upgrading plants in
Regina and Lloydminster. Recent
federal government oil policy an-
nouncements are expected to have a
moderately stimulative effect on the
petroleum industry in Saskatchewan.
Of fshore potash markets improved
considerably in 1984, leading to a
recovery in production from the poor
lfevel of 1983. Potash production
for the calendar year 1984 is esti-
mated at 7.5 million tonnes, up from
5.9 million tonnes in 1983. The
1984 figure represents a record lev-
el of production. Since the indus-
try is now operating at very close
to full capacity, there will be lit-
tle room for increased production
until the $400-million Lanigan mine
and the $100-million Kalium expan-
sion come on stream in 1986. Con-
struction work on both projects is
expected to take place in 1985.

Uranium production increased
sharply in 1984 as the Key Lake Mine
came into full production. Some
further increase in output at Key
Lake is possible in 1985 if the mine
has put its start-up problems behind
it. Uranium exploration is expected
to remain well below the levels
achieved in the 1979-1980 period due
to continuing weak demand worldwide.
After several vyears of very slow
growth in nuclear power generating
capacity in the United States, an
estimated 13 percent increase in
1984 provides a basis for some opti-
mism about future wuranium demand.
However, concern over growing pro-
tectionist pressures from the Ameri-
can uranium mining industry will
likely forestall any immediate ex-
pansion in Saskatchewan.

With the exception of farm ma-
chinery-related products, the Sas-
katchewan manufacturing sector
showed strength similar to the na-
tional manufacturing sector in 1984.

29

The weakening demand for manufac-
tured products that is expected in
1985 at the national level will also
be reflected in slower output growth
in Saskatchewan.

in the construction industry, a
30 percent decline in housing starts
in 1984 was largely offset by a sub-
stantial increase in commercial
building, particularly in Regina.
In the absence of lower mortgage in-
terest rates, housing is not expect-
ed to recover in 1985, Commercial
construction is also expected to ta-
per off over the year. Strength in
the construction sector will be pro-
vided mainly by work on the two po-
tash projects and the ongoing Sas-
katchewan Power Corporation program
that provides natural gas distribu-
tion facilities to farms and small
towns in Saskatchewan. In 1985,
site preparation work on the Lloyd-
minster heavy oil upgrader is ex-
pected to begin but the bulk of the
construction work 1is not likely to
take place until 1986 and 1987. The
government sector is not expected to
undertake any significant new con-
struction activity in 1985.

The service sector is forecast to
remain weak through most of 1985 in
response to caution induced by the
1984 drought. Retail sales are ex-
pected to show no growth in 1985
and, with a slow housing sector,
real estate and related businesses
are also expected to remain weak.

Labour force growth, which slowed
to 6,000 in 1984 from 15,000 in the
previous year, is likely to return
to about its trend rate of 10,000 in
1985, despite growing unemployment.
The very large increases in the un-
employment rates of Alberta and
British Columbia in recent years may
contribute to reduced out-migration
and higher in-migration for Saskat-
chewan.

Employment in 1985 is expected to
grow by only about 3,000. Increased
employment within the commercial,
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business and personal service sec-
tors and a small employment increase
projected in mining are expected to
be partially offset by a decline in
public administration employment.
Weakness in the residential and com-
mercial constluction sectors, in re-
tail trade and in the manufacturing

unemployment rate from 8.0 percent
in 1984 to 9.0 percent in 1985. The
rise could be moderated if, as often
happens in Saskatchewan, young peo-
ple respond to poor job prospects by
remaining employed on their parents'
farms.

in 1985,

there appears to be no

sector is likely to preclude job major reason to expect growth in the
growth in those industries. As a province's Consumer Price Index to
result, total employment growth is diverge significantly from the pro-
expected to fall well short of la- jected national inflation rate of 4
bour force growth in 1985. This percent.

should be reflected in a rise in the

TABLE 1

Percent Increase, 1985

(1984 Estimate in Brackets)

Real Domestic Product 2.5 (0.5)

Employment 0.7 (0.5)

Labour Force 2.1 (1.3)

Consumer Price index ] (3.9)

Unemplioyment Rate 9.0 (8.0)

(Percent of the Labour Force)

Western Economic Review,
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The Manitoba Economy in 1985

G. Mason,
Director,
University of Manitoba.

Institute for Social and Economic Research,

Recent overall performance of the
U.S. economy has been impressive as

have risen by
unemp loyment

output is expected to
some 7.4 percent with

indicated by Table 1. in 1984 real and inflation dropping markedly.
TABLE 1
U.S. Economy
1982 1983 1984
Real GNP growth -2.1 7.4
(annual percent change)
Unemployment 9.7 7.4
(percent)
Consumer prices 6.0 L.,2

(annual percent change)

* Projected
Source: OECD Main Economic

past few months how-
mounted over in-
inventories, re-
lower housing

During the
ever, concern has
creased levels of
duced retail sales,
starts and reports that shipments
have turned down. In addition, many
of the leading indicators in the
U.S. have indicated a reversal of

Western Economic Review,

Indicators

previous gains, although in Septem-
ber housing sales have rebounded.
Overall, the leading economic indi-
cator (unfiltered) has declined from
June to August but rebounded in Sep-
tember .
Particularly
projection that the

important in the
u.s. economy
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will slow down in 1985 is the end of
the Economic Recovery Tax Act of
1982 which was introduced as a sup-
ply-side initiative designed to
change the marginal tax rates and

encourage consumer and investor
spending. This legislation is due
to cease in the new year, with at-

tendant fears that tax increases may
be required to reduce the deficit.
Fiscal policy is also expected to
become more restrictive, as the U.S.
government attempts to trim spend-
ing.

The result of these initiatives
is expected to reduce growth in 1985
and into 1986, lower employment ex-
pansion, and increase unemployment
rates. Furthermore, moderating
profits and consumer spending (since
many househoids have re-equipped in

major durables) is likely to lower
investment in plant and equipment.
Lower growth is also expected to

trim wage gains and with already low
savings rates, it is unlikely that
there is any hope for consumers to
provide stimulus.

No discussion of the U.S. economy
is possible without reviewing the
massive trade imbalance, with an es-
timated merchandise deficit of some
$105 billion in 1984 and with some

TABLE 2

U.S. Economic Performance 1985

analysts projecting an eventual def-
icit of some $120 billion by 1986.
In the last few years, the U.S. has
turned from being a net supplier of

savings to the world to a net con-
sumer of finance capital. These
high levels of merchandise imports

and flows of foreign investors seek-
ing high profits and the protection
of high real rates of interest has
resulted in a very strong dollar,
producing a commensurate difficulty
for the U.S5. in selling manufactures
abroad. Only about 6 percent of the
U.S. GNP is involved in trade (com-
pared with the 29 percent for Cana-
da) and this trade imbalance can be
sustained for a while longer; how-
ever, it is expected that the U.S.
dollar will begin to decline rela-
tive to world currencies in 1985.
Qur projections for the U.S.
economy in the next year are shown
in Table 2. These are derived from
averaging recent forecasts prepared
in the United States. The standard

deviation (S.D.) represents the
"variability" of the forecast. 1
the S.D. is more than half the
forecast, there is considerable

variability (uncertainty) about the

projected figure.

Forecast S.D
Real GNP 3.0 1.0
(annual percent change)
Unemployment 7.1 .1
(percent)
Inflation 4.9 .6

(annual percent change)

Western Economic Review,
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5.1 THE U.S. SLOWDOWN AND
PROSPECTS FOR CANADA

An important difference in the
present Canadian 'recovery" has been
the modest performance exhibited in
relation to the U.S. boom. Tradi-
tionally many analysts felt that the

two economies were inextricably
linked with a six-month lag. In the
present recovery however, the Cana-

dian economy has performed only mod-
estly, with some renewal in activity
of late. There is also controversy
over the nature of the present mod-
eration in the U.S. -economy, with
some arguing that this was needed to

"'sustain' long-term growth without
running the risk of restarting in-
flation, while others see this as

a major reces-
summer of

the foreshadowing of
sion beginning by the
1985.

The important issue regarding the
recent U.S. recovery and subsequent
slowdown is whether the Canadian
economy has only temporarily depart-
ed from the historical relationship.
Recently, the Conference Board has
argued that both cyclical and trend
forces account for a divergence in
growth rates between Canada and the
United States. Cyclically, the fact
that we had considerable excess ca-

pacity entering the recovery, espe-
cially in manufacturing, and that
Canadian consumption (i.e., retail

sales) was funded out of savings and
not increases in disposable income,
meant that the consumer would siow
expenditures well before the private
sector would be willing to re-enter
the market for new plant and equip-
ment. Other important factors cited
by the Conference Board are the more
aggressive fiscal policy in the U.S.
(primarily in defence) and the argu-
ment that Canadian investment is
more 'interest rate sensitive."
There seems to be little evidence of

Western Economic Review,
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this interest rate sensitivity, ex-
cept for the fact that investment is
lagging in Canada, and the structure
of Canadian interest rates appears
to be higher.

The Conference Board relies heav-
ily on the 'real' rate of interest
(the difference between nominal or
prime interest rates and "expected"
inflation) - a difficult concept to
measure directly. In Canada, the
inflation rate seems to have a good
chance of remaining stablie in the
range of 3.5 - L percent, and there
is some evidence that short-term
rates will decline, offering some
hope for improvement. The critical
problem for the Canadian and world
economies is the magnitude of U.S.
deficits - both the federal budget-
ary deficit and the international
capital account deficit.

5.2 THE U.S. DEFICIT AND INTEREST
RATES

A key element in all economic

forecasts for the U.S. {and indi-

rectly Canada) is the federal defi-~
cit now projected to be $189 billion
in 1984 and $286 billion in 1988 if
nothing is done. Several features
of this deficit are becoming appar-
ent and a concensus appears to be
coalescing in the economics profes-
sion with respect +to potential rem-
edies.

a. Growth Will Not Reduce the De-
ficit
Although some supply-siders

still maintain that vigorous
growth (aided by tax cuts) can
allow the U.S. to emerge from
the deficit over the next few
years, most observers now concede
that the problem has become en-
demic. The recent spurt in
growth has not made a significant
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contribution to revenues. Cer-
tainly while the Economic Recov~
ery Tax Act of 1981 did stunt po-

tential revenue growth, other
revenues such as excise taxes
have actualily declined propor-

tionately.

. Origins of the Deficit

Viewed in the short term {with
1980 as the benchmark) the recent
rise in the U.S. deficit stems
from increased defence spending,

selected tax reductions and in-
creased interest rates. However,
viewed in the longer term (with
1970 as the benchmark), it ap-

pears that increases in non-means
tested entitlements, social ser-
vice indexation and changes in
the structure of taxation have
been important in contributing
to the deficit. Therefore criti-
cs of the present administration
are correct in focusing on de-
fence spending in a short-ferm
view, but underlying the deficit
are also important structural
changes in expenditures and rev-
enue,

Broadbased vs. Selected Cuts

it also appears that there is
some scope for reducing expendi-
tures by elimination of one or
two programs such as dropping
some big ticket defence items,
but this seems untikely to occur.
Simply, political forces and
personal interest groups can al-
ways preserve favoured projects.
Rather, interest 1is growing in
broad-based expendi ture cuts
coupled with tax reform, such as
the flat tax or a consumption
tax. The latter s
since it would encourage savings
which are seen as too low and key
to financing the debt.

Western Economic Review,
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5.3 DEFICITS, INTEREST RATES AND
GROWTH
It is now conceded by a wide
group of analysts that the deficit

could compromise long-term economic
growth, essentially by raising in-
terest rates and the expectation
that inflation will resume. Persis-
tent deficits require that govern-
ment regularly attempts to sell pub-
lic debt to the private sector.
These sales can continue as long as
private sector credit demands do not
grow, savers are willing to lend by
purchasing government bonds, and
foreign lenders remain attracted to
the domestic economic environment.

The current slowdown is easing
fears that the public and private
sectors will compete head-on in ac-
cessing savings in 1985, Further-
more, since the interest rates on
government bonds is attractive, and
there have only been defaults in

some major utilities and not federal
government debt, the general public
should continue to purchase this
debt. Finally, even though interest
rates have been declining, European
countries have been matching these
rate declines in an attempt to re-
start their faltering economies. As
a result, foreign investors are ex-
pected to remain attracted to the
U.S. and continue to provide the es-
sential capital to finance federal
deficits.

The challenge facing
monetary authority is to allow in-
terest rates to fall at a moderate
pace, thereby stemming the slowdown
in economic activity, without de-
stroying the basis for capital in-
flows from the rest of the world.
Some analysts feel this is far too
rosy a scenario, and argue that the
deficit will not be monetized (i.e.
the Federal Reserve will resist pur-
chasing federal debt unless credit
restrictions are simultaneousiy in-
creased) and that interest rates are

the U.S.
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inevitably headed upward. Further-
more, with U.S. capacity utilization
in the 85 to 90 percent region, even
were growth to resume as a result of
interest rate moderation, inflation
is likely to ensue.

Politically a recession in 1985
would certainly eliminate any chance
of increasing the downpayment on the
deficit which was made in 1984, No
Republican aspirant to the presiden-
cy has a recession as part of the
plan for ascendancy. A strong dol-
lar, coupled with a continuing slow-
down will probably make the Federal
Reserve more agressive with respect
to interest rate reduction. Cer-
tainly the recent action by the
"Fed'" to directly reduce the dis-
count rate is very clear evidence of
the direction they wish to see in-
terest rates move. in sum, it ap-
pears that the probability for an
interest rate decline 1is somewhat
greater than the chance they will
increase. It is important to stress
that a resumption of economic activ-
ity, coupled with an increase in
projected federal deficits (produced
by a collapse in bi-partisan support
for expenditure control and tax re-
structuring) would reverse this con-
clusion immediately.

5.4  THE CANADIAN ECONOMY IN 1985

The Canadian economy has shown
recent signs of resurgence. For ex-
ample, housing starts accelerated in
August, retail sales are up for June

and July, and the trade surplus was
above $2 billion in the summer
months. The index of industrial

production also jumped sharply to &
percent in July; a rise that encom-
passed many of the major industry
groups. Given these indications
which are at variance from the U.S.
experience discussed above, is there
a basis for believing that Canada
can grow independently from the

Western Economic Review, Vol.
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American economy?

Previously, the Canadian economy
was assumed to follow the U.S. by a
lag of about six months, but recent
history has demonstrated a changed
relationship. Using the previous
rules," the projected U.S. downturn
might be interpreted as a signal
that Canada too would experience a
downturn, hardly good news following
upon the anaemic recovery witnessed
in 1983 and early 1984. However, if
the real interest rate is important
for Canada, and if rates do fall as
the demand for funds in the U.S.
subsides because the private sector
reins in, then it is possible to
conjure a scenario under which Cana-
da may begin to chart its own
course.

This possibility seems to turn on
the timing of any reduction in in-
terest rates. If rates trend down
in the next few months (as they have
recently) it may be possible for
Canada to chart a separate course
from the U.S. and recover somewhat
in 1985, and into 1986. This de-
pends on world interest rates as de-
termined by the U.S. financial mar-
ket and whether they are able to
moderate in the next six months or
so. This is influenced by the defi-
cit and more importantly the accep-
tance by U.S. investors of any defi-
cit reduction package which may be
introduced by the Reagan administra-
tion. If the real rate of interest
does fall from its present level of
10 percent, then moderate economic

growth could well resume in Canada
toward the end of the new vyear.
Rapid growth will probably spark a

new round of inflation and reverse
present interest rate declines.

On the other hand, if the U.S.
downturn becomes more pronounced,
and key markets such as housing sof-
ten, then the implications for Cana-
da are more serious. Thus, a modest
decline in interest rates could well
stimulate the Canadian economy. But
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if the U.S. economy slows too sharp-
ly, demand for big Canadian products
could flag, and choke any recovery.
Events in Canada may also shape
our economic destiny. The recent
budget address by Finance Minister
Wilson demonstrates an initial start
at reducing the deficit in Canada.
It is likely that the short-term
outcome of this, and any further
deficit reductions to be announced
next spring, may be to increase un-

employment, assuming there is not
offsetting alteration in private
sector investment activity. So

while overall fiscal policy is like-

ly to become somewhat less expan-
sionary than it has of late, and
while this usually argues for a re-

duction in economic activity (or in-

flation during times of higher em-
ployment), it may be that renewed
investor confidence could compen-
sate.

Trade policy does hold some prom-
ise for change, with some possibili-

thereupon the effects wunlikely to
make their appearance until 1987.

In summary, the Institute pre-
dicts that 1985 will be a modest
year, with most indicators replicat-
ing performance shown in 1984, Any
sustained upturn will be indicated
toward the end of the year, if at
all. This forecast is clearly de-
pendent upon a policy landscape
which is probably going to become
more contractionary, but the riddle
is the ephemeral concept known as
"business confidence." |t simply is
too early to speculate whether the
change in government and the econom-
ic statements thus far will produce
tangible changes in attitude and
eventual performance of the investor
community. Certainly there is no
evidence of changed behaviour to
date. Also, the nature of the U.S.
slowdown is key. If it is a pause,
allowing interest rates to subside,
then prospects improve. If it turns
out to be a more pronounced decline,

ties for tariff relaxation. How- then exports and employment could
ever, this is likely to be suffer and any recovery in Canada
implemented, if at all, in 1986 and will stall.

TABLE 3

The Canadian Economy in 1985

Real GNP 1.2

(annual percent change)

Employment 1.9

(annual percent change)

Unemployment i1.0

(percent)

inflation 4.0

(annual percent change)

Western Economic Review, Vol.
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5.5 THE MANITOBA ECONOMY IN 1985

Last December, the Institute pre-

TABLE &

ISER Forecasts for 1984

37

sented the following forecast for

Manitoba in 1983.

Real Domestic Product 3.5
(annual percent change)

Employment 2.1
(annual percent change)

Unemployment 9.1
{percent)

Consumer Price |ndex 6.9
(annual percent change)

Source: Western Canada Qutlook Western Economic Review, Volume 2, No. 4.

It is too early
judge last year's forecast, but it
does appear to have been a trifle
pessimistic, especially with respect
to the ability of the Manitoba econ-
omy to provide jobs. Whether the
real growth rate (real domestic
product) will achieve the projected
3.5 percent remains to be seen and
will not be known until the new
year, but it does appear, based upon
data available to date, that this
will be close to the actual perform-

to definitively

ance. Consumer prices continue to
fall, in part due to declines in in-
terest rates, which are running

counter to most projections made un-~
til quite recently.
In general, the Manitoba economy

performed somewhat above expecta-
tions in 1984, but concern is grow-
ing, first over the sluggish per-
formance in the Canadian economy

(although recent trends are encour-
aging) and also the apparent modera-
tion of growth and activity in the

Western Economic Review,

U.S. economy.

The next twelve months pose par-
ticular problems in forecasting the
Manitoba economy. In the last three
years, provincial performance has
generally been above average, but
danger signals abound. Consider em-
ployment. Much of the employment
created in the past vyear has been
concentrated in construction and
services. it is 1likely that ser-
vice sector activity is reasonably

robust, but employment in construc-
tion is very sensitive to public
sector activity. The increased

stringency in federal spending could
pose short-run challenges as some
capital projects are attenuated.
The Limestone hydroelectric project
and the possible potash developments
have assumed a more strategic role
in the economy, above and beyond any
rationale for the projects in isola-
tion. It seems certain that one or
both projects will proceed in 1985.
Agriculture, which was weak in

Vol. 3, No. L, December 1984 [ISSN 0715-4577]
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1983 and advanced dramatically (13
percent increase) will probably
maintain its overall contribution
(barring drought or crop failure).
A key sector is manufacturing, which
historically formed a major element

province, now appears to be lagging.
Contrary to national trends, ship-
ments and per capita investment have
been slow (see Figure 1). Ship-

‘ments, employment and per capita in-

vestment are down, contrary to na-

of growth and stability for the tional trends.
TABLE 5
Population (Thousands)
Manitoba Canada
Percent Change Percent Change

1981 1026.9 24366.2
1982 1034.5 iy 2L4656.5 1.19
1983 1046.3 1.14 24904 .2 1.0
1984 1054. 4 .77 25082.0 .7
Source: Canadian Statistical Review, Statistics Canada 11-003.

Finally, a trend noted in last maintaining low unemployment rates.
year's outlook continues. In-migra- It seems inevitable that progress in

tion rates persist, adding popula-
tion and compounding difficulties in

Western Economic Review,

providing jobs will be frustrated by
immigrants coming to Manitoba.
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The forecast for Manitoba in 1985 appears below:
TABLE 6

Forecast for Manitoba in 1985
(November 21, 1984)

39

Real GDP 1.7
(annual percent change)

Employment 1.4
(annual percent change)
Unemployment 9.1
(percent)

Consumer Price Index 3.5

(annual percent change)

Figure 1

THE YEAR AHEAD
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Book Reviews

Crispo, John, National Consultation, Policy Commentary No. 5, C.D. Howe In-

1984,

stitute, Toronto, September,

a reputation for
being a bit of a maverick in the
field of Canadian industrial rela-
tions, a reputation earned from his
blunt, sometimes one might suggest,
slightly outrageous suggestions and
pronouncements, and his favourable
attitudes towards unions delivered
from his position as professor in a
school of management. Crispo's lat-
est advisory foray, National Consul-

John Crispo has

tation, commissioned by the C.D.
Howe institute, 1is an attempt to
resurrect some variant of tri-par-

tite consultation among labour, man-
agement and the government to re-
spond to the current economic crisis
of inflation and unemployment in
Canada, a crisis he sees rooted in
poor competitiveness due to poor
productivity growth. According to
Crispo, the paramount issue concerns
"the lack of consensus among busi-
ness, labour, and government about
the problems and how they should be
confronted' (p. 1).

Crispo's starting point is that
Canada's poor international competi-
tiveness, which leads to high levels
of inflation and unemployment, is
due to poor productivity growth

Western Economic Review,

(43 pp.)

which, in turn, is caused by a fail-
ure of labour and management to con-
sult on a meaningful procgram of pro-
ductivity improvement. In short,
how does management induce labour to
be less concerned about the distri-

bution of the pie and concentrate
more on increasing the size of the
pie? (pp. 5-6).

Crispo suggests why labour has

not been willing in the past to co-
operate with employers and govern-
ment in such endeavours. He chroni-
cles in some detail the history of
bad faith, paternalism, lack of con-
sultation, double-cross and the
equation of incomes policy with wage
controls by government (generally
with the approval of employers) that
has sorely tried the faith and pa-
tience of organized labour, though
he also contends that management was
equally disillusioned with govern-
ment's failure to consult with it or
to act upon its advice (p. 18).

A review of foreign experience,
Crispo argues, suggests the thesis
that  "labour-management-government
consultation is most likely to work
when labour is accepted as an equal
in the process" (p. 23). But what
Crispo fails to make clear, though

Vol. 3, No. k4, December 1984 [ISSN 0715-4577]



it is implicit in his examples, is
that labour is accepted as an equal
only when a social-democratic labour
party is either the government or
official opposition. He does add a
caveat that there can be no agree-
ment on a voluntary income restraint
policy to control inflation - not
only because restraint raises the
contentious distribution problem,
but also because of the fragmented
and decentralized nature of Canadian
employers, unions, and government
jurisdictions. Iinflation control,
therefore, must be achieved through
conventional fiscal and monetary
policy, although Crispo proposes a
'cost and incomes commission’ that
would monitor and investigate income

increases ‘''out of 1line with their
peers' (p. 25). However, the com-
mission would be powerless to do

anything but publicize, and Labour
would have only one of the eight
proposed members of this commission.

Crispo's faith for national con-
sultation lies in the Canadian La-
bour Market and Productivity Centre,
a bipartite body established at the
request of the Business Council on
National Issues and the Canadian La-
bour Congress, but funded by the
federal government. The centre's
goal is to advise government on ‘''the
critical link between manpower ad-
justment and increasing productivi-
ty" (p. 28) but its mandate is to be
construed in the narrow technical
sense since all policy is to be left
solely in the hands of government so
as not to challenge its sovereignty.

Finally, Crispo argues that if
this consultative process is to be
effective, it will require three

prerequisites:

a. the acceptance by government and
management of labour as a legiti-
mate and equal partner,

b. the restoration of full collec~-
tive bargaining rights in the
public sector, and

Western Economic Review,

L1

c. the abstinence by politicians and
the business community of ‘union
bashing,' both in organizational
and ideological terms (pp. 37,
38, 40).

As usuatl, Crispo presents what
appears to be a balanced approach,
absolving labour from unilateral re-
sponsibility for the failure of na-
tional consultation. If there are
"villains" in his analysis it is
government for a failure to consult
meaningfully and, to a lesser ex-
tent, employers who refuse to accept
the legitimacy of organized labour.

Three rather fundamental ques-
tions arise concerning Crispo's ba-
sic argument. |Is the critical cause
of Canada's competitive failure that
of poor productivity performance due
to inadequate manpower adjustment?
Can we continue to ignore the dis-
tribution question in a world where
rapid economic growth is, by all
forecasts, highly unlikely? Third-
ly, can we expect government at both
provincial and federal levels to
voluntarily consult with labour, and
accept labour as a legitimate equal?
To all three questions the evidence
would suggest an emphatic "no''!

Very briefly, economic research
indicates that the prime determinant
of productivity increase is the lev-
el and structure of new capital in-
vestment. Given present interest
rates and the ‘'capital strike" in
productive investment, and the re-
sultant high unemployment, manpower
adjustment can do little to solve
the probiem. Secondly, with rela-
tively slow rates of projected eco-
nomic growth, distribution will be-
come more contentious and appeals to
all parties to keep incomes "in line

with their peers' implies a stag-
nant, regressive, income distribu-
tion. Thirdiy, one need only refer
to the government's assault on or-
ganized labour, perhaps best mani-
fested by policies in B.C., to

Vol. 3, No. L4, December 1984 [ISSN 0715-4577]
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guestion the efficacy of a program
based on acceptance of labour as a
legitimate equal. If any final
piece of evidence were needed, per-
haps it would be the parody on the
union hymn "Solidarity Forever" that
circulated at the last CLC conven-
tion, reportedly with the blessing

Paul

Wiseman, Nelson, Social Democracy

in Manitoba:

Dennis McDermott.
The words of '"Productivity Forever'
can leave few iliusions about how
organized labour views Crispo's fav-
oured instrument of national consul-
tation, the Labour Market and Pro-
ductivity Centre.

of its President,

Phillips, Department of Economics, University of Manitoba.

A History of the CCF/NDP,

(180 pp.)

University of Manitoba Press, 1983,

Dr. Wiseman's account is a use-
ful, if 1limited, addition to the
small literature on provincial po-
litical parties and to the larger
but still inadequate body of work on
Manitoba politics in particular.

The book does not, however, ade-
quately cover some important issues,
and the coverage of others is incon-
sistent.

The book is organized chronologi-
cally and most of the content s
predictable. The earlier chapters -
taking the story of the CCF and its
predecessors from early twentieth
century Manitoba to the onset of the
Second World War, are thin, and re-
flect Wiseman's problems in mar-
shalling adequate data: much archi-
val data was lost, we are told, in
the 1950 flood. The party in the
forties is dealt with in the context
of entry into the '"non-partisan"
government of 1940 and the expulsion
of Communist sympathizers from party
ranks during the Cold War vyears.
lLater chapters deal with the forma-
tion of the NDP and the party's rise
from third party status in the 1960s
to the assumption of power on two
occasions later on. However, the
book basically stops at 1977, and
the election of 1981 is dealt with
only in passing. Wiseman touches
many bases in the later chapters,

Western Economic Review,

including party organization, its
principles, and the record of the
Schreyer government. Tables are oc-
casionally used, generally to show
party standings after elections, but
they add little to the book.

No single topic is dealt with in
much detail, however, and it is here
that the book disappoints. Perhaps
if the major thematic or theoretical
concerns of the book had been clear-
er, one could forgive the somewhat
random nature of the book's organi-
zation. (For example, party organi-
zational matters are treated exten-
sively in some chapters, but in a
rather cursory fashion in others.)
Some of the issues which one would
have liked to have seen dealt with
in greater detail are rather basic
ones, such as why the NDP was able
to replace the Liberals as the main
alternative to the Conservatives in
a relatively short period of time.
For examplie, as Wiseman points out,
NDP support in provincial elections

went from 15 percent to 47 percent
in less than a generation. Or one
might have wanted a more coherent

and consistent treatment of the par-
ty's organizational structure in
such areas as, say, the relationship
between party elites and the rank
and file as the CCF/NDP evolved from
an ideological movement to a
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pragmatic alternative government.
Dr. Wiseman does deal, though in
a very general fashion, with the is-
sue of the NDP's ability to attract
new support and eventually win of-
fice. Specifically, he mentions
ethnic assimilation and the respec-
tive and changing roles of ethnicity
and class in Manitoba politics. The
author also considers, with apparent
favour, the proposition (drawn from
John Wilson and others) that there
is an inevitability about the evolu-

tion toward a two-party system.
(How this is to be squared with the
rather conspicuous exception of On-
tario or even the United Kingdom in
the last decade is never consid-
ered.)

But Dr. Wiseman spends little
time on the political dynamics of
the process invoived in the replace-
ment of the Liberals by the NDP as
the alternative to the Tories.

There was nothing "inevitable! about
it of course. What one looks for
almost in vain is any attempt by the
author to consider the ways in which
the party consciously adapted to a
situation wherein it seemed perma-
nently mired in third place. What
were the overt programatic responses
for examplie? Did the party analyze
its plight, as mildly leftist par-
ties of the same stripe often do, as
being too similar to the dominant
parties or not similar enough? Dr.
Wiseman's treatment of this issue is
extremely scanty and lacking in col-
our. Similarly, did the party ever
commit itself to broadening its mem-
bership base in practical rather
than rhetorical ways? Dr. Wiseman
is indeed concerned with problems of
party organization, but in a rather
spasmodic fashion. We are told, for
example, that constituency organiza-
tions in areas where the party was
electorally weak nonetheless often
enjoyed a sizeable dues-paying mem-
bership. This reader finds that
kind of question much less

Western Economic Review,
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than the issue of how
and why the party's social composi-
tion may have changed. Unfortunate-
ly, anyone reading this book to find
out what kinds of persons commit
themselves to active support of the
NDP will come away unrewarded. One
suspects (at least from my vantage
point, outside the party) that the
NDP membership consists of union-
ists, intellectuals, some profes-
sionals, and dependents of the
state, but we are not enlightened.
Thus, the party's remarkable
achievement in “coming from behind"
is accounted for far too much by the
invisible workings of amorphous so-
cial forces, and not enough by ref-
erence to deliberate party strat-
egies. This is a pity, since there
is sufficient theoretical literature
on parties in competitive systems to
make the exercise a profitable one.
Dr. Wiseman might also have been
more consistent in his treatment of
internal organizational matters. it
would be wrong to deny the interest-
ing nature of the reasonably (for a
book of this length) detailed treat-
ment of such matters. Yet one must
almost certainly be less interested
in, say, a recitation of membership
statistics or brief accounts of some
(but not all) party conferences than
in a consideration of some broader
questions which are not addressed at
all. Where, for instance, does pow-

interesting

er within the party 1ie? What might
a study of evidence from party con-
ferences and elsewhere tell one

about the nature of the relationship
between the leadership and the
grassroots? More interesting vyet,
has the nature of this relationship
changed as the party's role in Mani-
toba politics has evolved? One
wishes for something more than the
highly general account of party
change and reform one receives.

The period most of the book's
readership will be most familiar
with is that from 1969 onwards. The
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record of the Schreyer government is
dealt with extensively, and Dr.
Wiseman's account of it is the best
part of the book. As he indicates,
the major significance of the period
for the party, apart from the volume
of legislation it brought in, was in
legitimizing the NDP as a party of
government: after all, Ed Schreyer
and most of his cabinet associates

were living proof that the NDP,
whatever its faults, was far from
being the Bolshevik-inspired demon

conjured up in the rhetoric of its
political opponents. The author is,
however, less convincing in account-
ing for the NDP's overwhelming loss
in 1977. He tends to put it down to
the party's loss of steam and short-
age of new ideas. This reviewer

was, in that election,
gaged in the

actively en-
Conservative campaign.

What seemed to me then - and still
seems to me to be the - case - was
that the Schreyer government lost

office because it seemed to be fall-
ing into left wing hands following
the Premier's frequent musings about
retirement. Further, its eight
years in office left many Manitobans
feeling that they were being stran-
gled in red tape and crushed by
heavyhanded regulation.

Yet, while the book disappoints,
it deserves to be read. There is
much in it that is interesting, and
it quite 1literally enjoys a unique
position in the literature on Mani-
toba politics.

Geoffrey Lambert, Department of Political Studies, University of Manitoba.

Western Economic Review,
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Economic Indicators
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Figure 1

Canada-United States Composite
Leading indicator
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Table ia

Gross National Expenditure
% Change from same quarter last year

1983 18983 1983

1983 1984 1984 1984 1984 1883 1984
*
I II IIl Iv II I1I v
Private Consumption 1.1 2.4 4.2 4.9 4.4 3.9 ‘3.1 3.7
Public Consumption O.1 -0.2 0.1 1.2 3.3 2.1 0.3 1.8
Investment -9.9 -4.2 ~0.7 -4.2 0.0 -0.5 -4.8 0.4
~-Public 2.2 0.7 2.1 1.1 2.8 .4 1.5 3.0
-Residential 8.4 40.7 40.6 11.3 2.5 -11.4 24.4 -3.2
-Non Residential -18.3 -~18.4 -13.4 -14.1 ~6.4 1.3 -16.2 1.7
-Mach.&Equipment -13.6 -10.5 -6.6 -4.1 3.6 .0 -8.8 0.4
Change in Stocks, %GNE -1.5 ~-1.1 1.1 0.8 0.3 0.7 -0.2 0.5
Exports 0.5 2.2 2.1 21.6 25.2 19.2 6.4 19.9
Imports -3.1 2.3 11.2 23.0 24.3 19.3 8.1 17.3
GNE -0.8 2.2 4.8 7.1 5.8 4.6 3.3 4.2
-* 8.0 7.6 7.8 5.1 2.8 3.0
*: Average rate of growth based on the first available quarters, at annual rate.
**: % Change from previous guarter, at annual rate.
Table 1b
Gross National Expenditure
% Change from previous quarter, at annual rate.
1983 1983 1983 1983 1984 1984 1884 1984 1883 1984
I II III Iv 11 I11 1v
Private Consumption 4.3 6.3 5.3 3.6 2.5 4.1 3.1 3.7
Public Consumption -6.3 3.7 3.6 4.2 1.5 -0.8 0.3 1.8
Inves tment ~-13.3 2.4 ~1.9 ~3.4 3.2 0.2 ~-4.9 0.4
-Public -6.2 ~2.4 7.6 6.1 0.4 3.6 1.5 3.0
~Residential 38.8 85.7 -15.2 -33.4 ~-0.3 9.3 24 .4 -3.2
~Non Residential ~27.3 -18.8 -10.1 2.5 2.5 11.3 -16.2 1.7
~-Mach .&Equipment -21.5 =-11.8 11.9 9.2 6.8 -13.8 -8.8 0.4
Change in Stocks, %GNE -1.5 -t 1.1 0.8 0.3 0.7 -0.2 0.5
Exports 21.8 17.1 7.5 42.7 36.7 -3.6 6.4 18.89
Imports 22.2 i5.6 31.3 23.5 27.4 -1.8 8.1 17.3
GNE 8.0 7.6 7.8 5.1 2.8 3.0 3.3 4.2
** ~0.8 2.2 4.8 7.1 5.8 4.6

**: % Change from

same quarter last year.
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Employment
(Percent Change From Same Month Last Year)
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Table 2a
Regional

Employment and Unemployment

% Change from same quarter last year

kg

1983 1983 1983 1983 18984 1984 1984 1984 1983 1984
*
I 11 II1I Iv II III iv

CANADA
Labour Force 1.2 2.0 1.9 1.6 1.8 1.3 1.7 1.7 1.8
Employment -2.8 -0.0 2.6 3.5 3.2 2.3 2.1 0.8 2.4
Unemployment Rate 12.5 12.3 11.6 11.1 11.3 11.4 11.3 11.9 11.4
MANITOBA
LLabour Force 2.0 2.4 3.2 2.2 1.7 1.2 1.0 2.5 1.2
Employment ~-1.4 0.1 2.9 4.0 3.5 3.4 1.7 1.4 2.5
Unemployment Rate 8.8 9.8 8.0 8.8 8.4 7.8 8.4 9.4 8.2
SASKATCHEWAN
Labour Force 3.2 3.7 4.3 2.9 1.6 1.0 0.9 3.5 1.1
Employment 0.2 2.2 3.9 2.5 1.2 0.4 -0.2 2.2 0.3
Unemplioyment Rate 7.5 7.3 7.1 7.5 7.8 7.8 8.1 7.3 7.8
ALBERTA
Labour Force 1.8 2.5 1.7 0.6 0.3 -0.4 0.6 1.6 0.4
Employment -4.1 -1.3 -0.6 O.1 0.5 -1.3 -0.1 -1.5 -0.3
Unemployment Rate 10.7 10.8 10.8 10.7 10.5 11.6 11.8 10.7 11.2
B. C.
Labour Force 1.0 2.4 1.3 0.1 0.1 0.3 1.6 1.2 1.4
Employment -4.4 -~0.1 1.3 1.0 -0.1 =-1.7 0.6 -0.6 0.2
Unemployment Rate 14.0 13.7 13.7 13.7 14.2 15.5 14.6 13.8 14.8

*: Average rate of growth based

on

the first available quarters,

at annual rate.



50

Table 2b
Regional Employment and Unemployment
% Change from previous quarter, at annual rate

1983 1883 1983 1883 1984 1984 1984 1984 1983 18984

II I11 v I1 ITI v

CANADA
Labour Force 0.5 4.6 2.0 -0.6 1.4 2.3 3.8 1.7 1.8
Employment 1.8 5.7 5.0 1.5 0.6 2.0 4.2 0.8 2.4
Unemployment Rate 12.5 12.3 11.6 11.1 11.3 11.4 1.3 11.8 11.4
MANITOBA
Labour Force 2.7 2.8 1.3 1.8 0.8 1.0 0.3 2.5 1.2
Employment 4.8 3.3 5.0 2.8 2.6 3.2 -1.7 1.4 2.5
Unemployment Rate 9.3 9.8 8.0 8.8 8.4 7.9 8.4 9.4 8.2
SASKATCHEWAN
Labour Force 5.0 3.5 2.6 ‘0.6 -0.3 1.1 2.3 3.5 1.1
Employment 3.5 4.1 3.4 -0.8 -1.8 0.8 0.8 2.2 0.3
Unemployment Rate 7.5 7 7.1 7.5 7.8 7.9 8.1 7.3 7.9
ALBERTA
Labour Force -0.7 3.5 0.7 -1.0 ~-1.8 0.5 4.9 1.6 0.4
Employment ~2.7 2.9 0.5 -0.2 -1.1 -4.5 5.4 -1.5 =-0.3
Unemployment Rate 10.7 10.8 10.8 10.7 10.5 11.6 11.5 10.7 11.2
8. C.
Labour Force 0.1 4.2 -0.3 -3.5 0.0 5.3 5.0 1.2 1.4
Employment 2.4 5.5 -0.3 -3.5 -1.9 ~1.1 9.2 -0.6 0.2
Unemployment Rate 4.0 13.7 13.7 13.7 14.2 15.5 14.6 13.8 14.8

*: Average rate of growth based

on the first available

quarters,

at annual rate.
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Regional Prices and Wages

% Change from same quarter last year
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1983 1983 1883 1983 1984 1984 1984 1984 1983 1984
11 I11 v 1 11 III v

CANADA
CPI, Total 7.6 5.9 5.3 4.6 5.2 4.6 3.8 3.7p 5.8 4.3
Average Weekly Earnings 6.9 7.6 7.9 7.0 5.7 4.3 7.3 3.6
MANITOBA
CPI, Winnipeg 7.5 7.6 6.8 5.0 5.0 3.1 3.2 3.3p 6.7 3.7
Average Weekly Earnings 8.2 7.8 8.4 8.8 7.5 6.1 8.6 4.8
SASKATCHEWAN
CPI, Regina 6.5 6.6 6.8 6.0 5.5 4.5 3.9 3.6p 6.4 4.4
CPI, Saskatoon 6.0 6.4 7.1 5.8 5.3 4.0 2.4 2.6p 6.3 3.6
Average Weekly Earnings 7.8 7.0 8.1 6.4 5.4 5.0 . 7.3 3.8
ALBERTA
CPI, Edmonton 7.4 6.3 5.3 4.3 4.0 .3 2.6 2.2p 5.8 2.8
cPl, Calgary 7.0 5.4 3.0 2.7 3.1 1.8 2.8 2.1p 4.5 2.5
Average Weekly Earnings 8.5 7.7 6.7 5.8 4.8 2.8 7.2 2.5
B. C.
CPI, Vancouver 6.7 5.6 5.3 4.6 4.7 4.2 3.7 3.7p 5.5 4.1
Average Weekly Earnings 7.7 8.1 7.6 4.8 1.5 2.4 7.1 3.3

*: Average rate of growth based on

p: Preliminary figure.

the first available quarters, at annual rate.
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Table 3b

Regional Prices and Wages
% Change from previous quarter,

t
at annual rate.

1983 1983 1883 1983 1884 1984 1984 1984 1983 1984
I ITI v I I1 III v

CANADA
CPI, Total 2.5 5.7 6.6 3.5 .9 3.5 3.8 2.6p 5.8 4.3
Average Weekly Earnings 3.1 10.5 8.1 6.4 -1.8 4.9 . 7.3 3.6
MANITOBA
CPI, Winnipeg 1.9 11.2 4.8 2.4 2.0 3.1 5.5 2.8p 6.7 3.7
Average Weekly Earnings 6.2 10.5 18.1 1.0 1.3 5.0 . 8.6 4.8
SASKATCHEWAN
CPI, Regina 4.1 7.1 8.0 4.6 2.5 3.2 2 3.5p 6.4 4.4
CP1, Saskatoon 5.1 8.8 7.7 2.2 2.6 3.6 1.1 3.1p 6.3 3.6
Average Weekly Earnings 1.9 10.2 16.2 ~1.8 ~-1.7 8.2 . 7.3 3.8
ALBERTA
CPI, Edmonton 3.8 8.4 3.5 1.6 2.7 1.3 4.6 0.2p 5.8 2.8
CPI, Calgary 1.2 7.2 ~0.2 2.8 2.9 1.8 4.0 -0.3p 4.5 2.8
Average Weekly Earnings 8.8 5.4 8.5 -0.1 6.2 ~3.1 . 7.2 2.5
B. C.
CPI, Vancouver 3.7 5.6 7.2 1.8 4.1 3.8 5.2 1.6p 5.5 4.1
Average Weekly Earnings 11.0 11.4 3.6 -5.8 -2.3 15.4 . 7.1 3.3

*: Average rate of growth based on

p: Preliminary figure.

the first available quarters,

at annual rate.
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Table 4a
Regional Indicators of Economic Activity
% Change from same quarter last year

1983 18983 1983 1983 1984 1984 1984 1984 1983 1984

I I1 III v I II II1 v

CANADA
Retail Trade 6.7 7.6 9.8 10.6 9.6p . 8.7 8.4
Shipments 0.3 6.6 9.8 19.4 17.9 13.7 8.0 13.2
Housing Starts 0.0 83.3 37.8 -3.6 -9.9 -36.4 25.0 -15.3
MANITOBA
Retail Trade 4.5 4.4 8.6 g.8 9.7 9.4 6.8 8.5
Shipments -5.5 -1.1 -0.5 6.0 9.7 8.3 -0.3 13.4
Housing Starts 400.0 166.7 600.0 33.3 0.0 -37.5 200.0 -89.0
SASKATCHEWAN
Retail Trade 6.8 5.6 11.5 8.3 3.5 2.2 8.0 0.6
Shipments ~4.9 1.8 10. 1 9.2 17 .1 8.7 4.2 19.0
Housing Starts 0.0 120.0 -28.6 =-62.5 0.0 -63.6 -3.4 -18.0
ALBERTA
Retail Trade 1.8 1.6 5.3 4.1 2.1 2.9 3.2 2.0
Shipments -7.7 1.1 4.3 8.4 1.1 7.3 1.5 10.2
Housing Starts -30.0 -34.3 =-38.1 -40.0 -57.1 -69.6 -35.2 -~-63.7
B. C.
Retail Trade -2.1 4.0 6.7 7.1 6.2 4.4 3.8 5.1
Shipments -1.8 11.1 16.5 11.8 -1.0 0.5 2.3 6.1
Housing Starts -48.5 84.2 53.8 18.8 29.4 -51.4 12.3 -22.8

*: Average rate of growth based on
p: Preliminary figure.
Shipments are not seasonally

Note:

adjusted.

the first available quarters,

at annual rate.
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Table 4b
Regional Indicators of Economic Activity
% Change from previous quarter, at annual rate.

1883 1983 1983 1983 1984 1984 1984 1884 1983 1984

*
II ITI Iv II I11 Iv

CANADA
Retail Trade 11.6 10.8 11.7 8.3 7.6p . 8.7 8.4
Shipments 20.5 22.0 17.9 17.3 14.7 5.4 8.0 13.2
Housing Starts 90.7 184.0 -~-78.7 -25.3 45.6 -28.2 25.0 =-15.3
MANITOBA
Retail Trade 7.0 8.6 13.7 9.8 6.6 7.8 6.8 8.5
Shipments -16.6 60.0 -4.1 -1.4 -4.4 52.1 -0.3 13.4
Housing Starts 671.6 555.4 -41.4 -88.3 144 .1 0.0 200.0 -9.0
SASKATCHEWAN
Retail Trade 20.2 1.2 13.3 -0.3 0.4 -3.9 8.0 0.6
Shipments -23.1 140.5 21.1 -36.4 1.6 85. 1 4.2 19.0
Housing Starts 60.2 123.2 =-95.7 -87.0 8000.0 ~-96.1 ~-3.4 -18.0
ALBERTA
Retail Trade 9.4 -1.0 6.9 1.6 1.1 2.1 3.2 2.0
Shipments -18.7 72.6 15.2 -13.4 -11.5 50.3 1.5 10.2
Housing Starts 21.6 43.89 -86.3 -46.0 -68.4 -63.4 ~35.2 -63.7
B. C.
Retail Trade 10.0 12.8 7.2 ~-1.0 6.2 5.3 3.9 5.1
Shipments 10.7 88.3 -13.1 -13.6 -32.1 998.9 9.3 6.1
Housing Starts 27.4 1696.7 -89.3 -18.5 79.8 -64.3 12.3 -22.8
*: Average rate of growth based on the first available quarters, at annual rate.
p: Preliminary figure.
Note: Shipments are not seasonally adjusted.
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Figure 9

Retail Trade .
j (Percentage Change Same Month Last Year)
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Figure 10
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TABLE S

Percent Changes From Same Month Last Year

Manitoba:
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TABLE 6

Percent Changes From Same Month Last Year

Saskatchewan:

LEADING
INDUSTRY

REAL
AVERAGE
WEEKLY

REAL

REAL
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TRADE
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UNEMPLOY -
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FEB83
MARS3
APR83
MAYB3
JUNB3
JuL83
AUGSB3
SEP83
0cTses
NOV83
DEC83
JANB4
FEB84
MARB4
APR84
MAY84
JUNB4
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TABLE 7
Alberta: Percent Changes From Same Month Last Year
. REAL LEADING
REAL REAL AVERAGE INDUSTRY
WAGES & SHIP- UNEMPLOY- EMPLOY- RETAIL WEEKLY EMPLOYMENT :
DATE cPl SALARIES  MENTS MENT RATE MENT TRADE EARNINGS  CONSTRUCTION
JANB3 8.3 -3.3 -9.1 10.2 -3.6 ~5.8 2.0 -29 .1
FEB83 7.4 -4.0 -7.3 10.5 -3.9 -8.2 0.3 -28.2
MARS3 6.6 -5.1 -7.0 11.3 -4.9 -1.6 0.8 -29.1
APRS3 6.9 -6.3 -2.8 10.7 -2.7 -7.6 0.4 -22.2
MAY83 6.2 -4.8 2.6 10.7 -0.6 -4.8 i.9 -11.8
JUNB3 5.8 -4.3 3.0 i1.0 -0.6 -0.5 1.7 -13.9
JuL83 5.7 -4.9 2.8 10.9 -1.2 1.4 1.5 -17.7
AUGS3 5.3 -4.8 5.7 1.1 -0.4 -1.6 1.3 ~21.0
SEP83 4.7 -4.6 4.2 10.6 -0.2 0.4 1.2 -25.4
0CcT83 4.2 -5.4 10.3 10.2 0.6 0.1 1.5 -21.2
Nov83 4.2 -4.0 6.4 10.7 0.4 -0.8 1.9 ~-23.3
DEC83 4.5 -5.4 8.6 11.14 -0.7 0.2 1.1 -24.2
JANB4 4.5 -4.2 15.8 10.6 -0.3 -1.5 1.4 -19.3
FEB84 4.0 -4.5 9.0 10.3 1.0 -1.1 2.1 -12.7
MARB4 3.5 -5.1 9.1 10.7 0.8 -2.9 -0.8 -14.4
APRS84 2.7 -2.7 16.6 11.0 -1.4 5.1 ~-0.5 -23.8
MAY84 2.2 -1.4 6.1 12.0 -1.8 -0.8 0.9 -26.8
JUNS4 1.9 -2.89 1.0 i1.8 ~-0.8 -2.3 0.9 -23.2
JuLs4 2.5 8.2 11.0 0.1 -0.2 -20.6
AUGB4 2.5 11.6 -0.2 -16.3
SEP84 2.8 12.0 -0.4 .
0CT84 2.3 11.8 -0.4
NOVE84 2.3 .
DEC84
TABLE 8
B. C. : Percent Changes From Same Month Last Year
REAL LEADING
REAL REAL AVERAGE INDUSTRY
WAGES & SHIP- UNEMPLOY- EMPLOY- RETAIL WEEKLY EMPLOYMENT :
DATE cP1 SALARIES  MENTS MENT _RATE MENT TRADE EARNINGS  MANUFACTURING
JANB3 6.8 -6.5 -0.6 14.3 -6.2 -8.9 1.0 -19.8
FEB83 6.6 -7.2 0.1 13.8 -4.0 -9.2 0.9 -12.9
MARS3 6.7 -6.4 -4.4 13.8 -2.9 -5.5 1.0 -11.2
APR83 6.5 -6.4 6.4 13.5 -0.1 -4.9 1.3 -7.8
MAYS3 5.1 ~2.4 11.3 13.7 -1.1 -1.4 3.0 -11.3
JUNS3 5.1 -1.7 15.1 14.0 0.8 2.1 3.1 -3.8
JUL 83 5.8 -1.2 22.4 13.7 1.4 0.8 1.9 -1.3
AUGS3 5.2 6.0 13.1 13.9 0.8 0.6 2.7 -0.6
SEP83 5.0 1.2 14.3 13.5 1.8 2.7 1.9 0.0
0cTe3 4.7 -2.0 18.2 13.6 0.1 4.8 0.5 -2.0
NOvVa3 4.3 -4.9 6.1 13.9 0.7 -1.2 -0.0 7.7
DECS83 4.7 -2.2 11.7 13.7 2.1 3.9 0.3 9.3
JANS4 4.8 -4.1 12.3 13.6 1.4 2.5 -2.4 10.8
FEB84 4.8 -6.3 -2.9 14.5 -0.4 1.1 -3.3 1.3
MARB4 4.4 -8.9 -10.5 14.4 -1.3 0.8 -3.2 -4.0
APRS4 4.2 -4.9 -3.1 15. 1 -1.9 2.2 -1.5 -6.5
MAYS84 4.6 -4.8 5.5 15.6 -1.6 -1.9 -2.3 -3.4
JUN84 3.9 -4.3 -1.0 15.7 -1.7 0.1 -1.4 -5.9
JuLs4 3.7. . 6.0 14.7 -0.2 0.7 -4.5
AUGS4 3.7 14.4 0.9 . -1.9
SEP84 3.7 14.8 1.0
0cT84 3.6 15. 1 2.2
NOVS84 3.8 . .
DECB4
Note

* A1l data presented here were extracted from the CANSIM, University
Base and processed using the Statistical Analysis System.



APPENDIX: DATA SOURCES

Series No.

on CANSIM
Average Weekly Earnings, Alberta D70L160
British Columbia D704316
Canada D700169
Mani toba D704010
Saskatchewan D70L4060
Bank Rate B14006
Change in Stocks , D40613
Composite Leading Index, Canada D99475
U.S.A. p99L86
cPi, . Calgary D133160
Edmonton D132953
Regina D132539
Saskatoon D132746
Total D130000
Vancouver D133367
Winnipeg D132331
Degree of Utilization of Production
Capacities in Manufacturing B60003
Employment, Alberta D769068 .
British Columbia D769231
Canada D767608
Manitoba D768792
Saskatchewan D768930
Exports D40618
GNE DLO593
Help Wanted |ndex Canadian Statistical Review
Real Wages and Salaries, Alberta D5245/D132953
British Columbia D5246/D133367
Manitoba D5243/D132331
Saskatchewan D524L/D132539
Retail Trade, Alberta D651171
British Columbia D651347
Canada D650087
Manitoba D650907
Saskatchewan D651083

Western Economic Review, Vol. 3, No. 4, December 1984 [ISSN 0715-4577]




62

Shipments,

Unemployment Rate,

Wheat Board Price,

Housing Starts,

Imports

I nvestment,

Labour Force,

Leading Industry
Employment,

M1
M1A
M2

M3

Private Consumption

Western Economic Review,

Alberta

British Columbia
Canada

Manitoba
Saskatchewan

Alberta

British Columbia
Canada

Manitoba
Saskatchewan

Alberta
Manitoba
Saskatchewan

Alberta

British Columbia
Canada

Manitoba
Saskatchewan

Total

Public

Residential
Non-Residential
Machinery and Equipment

Alberta

British Columbia
Canada

Manitoba
Saskatchewan

Alberta

British Columbia
Manitoba
Saskatchewan

Vol. 3, No. 4, December 1984 [ISSN 0715-4577]

Series No.
on CANSIM

0310702
D310723
D310030
D310660
D310681

D769070
D769233
D767611
D768794
D768932

D239123
D239117
D239120

D8L5669
D8L5670
DL49L5

D8L5667
D8L5668

DL0620

DLO601
040602
D40608
DL40609
DLO610

D769067
D769230
D767606
D768791
D768929

D771553
D771562
D771532
D770343

B1627
B1624
B1630
B1628

DLO59L



Series No.

on CANSIM

Public Consumption ' ' DLO600
Real Average Weekly

Earnings, Alberta D704160/D132953

British Columbia D704316/D133367

Canada D700169/D130000

Mani toba D70L4010/D132331

Saskatchewan D70L4060/D132539

Western Economic Review, Vol. 3, No. L4, December 1984 [ISSN 0715~-4577]
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From Volume 1, to Volume 3, No. 3.
January, 1982 to September, 1984

Articles which appeared in back issues of the Western Economic Review
are listed below. Copies of back issues are available at $8.00 per issue.

VOLUME 1, 1982.

No. 1

What Has Happened to Economic Growth?
Structure and Evolution of the Prairie Economy
Deficits - Real or Imagined?

Mincome Notes

No. 2
Interest Rates and inflation

Tax-Induced Migration

Impacts of the 1980 Drought in Agro-Manitoba
Bankruptcies in Canada - An Analysis

M1, M1, Has Anybody Seen M17

Economic Policies for Canada in the 1980s

No. 3
Economic Policies for the 1980s

Industrial Policy in Canada in the 1980s

Demographic Change in Western Canada, 1981-2001

The Political Economy of a Canadian Incomes Control
Policy - A Microeconomic Perspective

Attitudes Toward Energy Policy: A Research Note

No. &
Social and Demographic Change in Western Canada, 1971-1981
The Year in Review

VOLUME 2, 1983.

No. 1
Canadian Monetary Policy as a Reflection of Major Trends in

Economic Theory: 1951-1981

The Impact of the Alsands Cancellation on the Canadian and
Provincial Economies ’

Foreign Ownership and Canadian Manufacturing

Economic Summary

No. 2
Changes in Federal Pesticide Registration Procedures 1968-1982:

A Comparative Analysis of Canada and the United States
Why Crown Corporations? A Review of a Saskatchewan Commission
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No. 2, cont'd....

The Report of the Crown Investments Review Commission: Some
Clarification v

Economic Challenges and Opportunities Facing Manitoba's
Agricultural Industry by the End of the Century

The Federal Deficit and Crowding Out in 1983 and After: A
Consensus Forecast

On the Form and Presentation of the Government of Manitoba's
Budget

Economic Indicators

No. 3
Empirical Measures of Natural Resource Rents

Work Incentives and Welfare: Evidence From the Mincome Baseline
For Adult Males

Regression: A Primer

The Story of M: A Layperson's Guide to Monetary Aggregates

No. &

The Year in Review
The Year Ahead
Leading Indicators

VOLUME 3, 1984

No. 1

In Defence of Industrial Policy

The impact of Federal Grants to Provincial Governments on
Regional Incomes

Variations to Work incentive Plans: A Simulation of the
Manitoba Case

Redistribution and Equalization Payments in a Federal
State: A Social Welfare Approach

Western Qutlook

Leading Indicators

No. 2
The National Energy Program After Three Years: An
Economic Perspective
inter-Farm Variation of Grain Production and Transportation
Costs, Yieids, and Net Income in Saskatchewan and
Management Implications
Symposium on Provincial Budgets:
British Columbia
Alberta
Mani toba
Maritimes
The Interpretation and Application of Tobit Regression
A Look at Poverty Lines: Measuring Income Adequacy
Leading Indicators
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No. 3

A Framework for the Development of Industrial Policy in Canada
Universality and Restraint in Income Security
Enhancing Employment and Income Opportunities in Agriculturally

Based Regions

Fiscal Federalism - A Primer

Western Economic Review,

Vol. 3, No. h, December 1984 [ISSN 0715-L4577]









EDITORIAL BOARD

Judy Alexander
Department of Economics
University of Regina

|rene Banks
Department of Finance
Province of Manitoba

Clarence Barber
Department of Economics
University of Manitoba

Norman Cameron
Department of Economics
University of Manitoba

Lawrence Copithorne
Department of Economics
University of Calgary

Peter Dungan
institute for Policy Analysis
University of Toronto

David Freshwater
Department of Agricultural Econo-
mics, University of Manitoba

Michael Goldberg
Faculty of Commerce
University of British Columbia

Frank Lamont
Richardson Greenshields
Winnipeg, Manitoba

Ronald Lang
Canadian Labour Congress
Ottawa, Ontario.

John McCallum
Faculty of Administrative Studies
University of Manitoba

James McNiven
Department of Economic Development
Province of Nova Scotia

Gideon Rosenbluth
Department of Economics
University of British Columbia

Gary Russell
Manitoba Federation of Labour
Winnipeg, Manitoba

Brian Scarfe
Department of Economics
University of Alberta

EDITORIAL STAFF

Editor:

Greg Mason, Director, Institute for Social and Economic

Research, University of Manitoba

Managing Editor: Monika Oepkes,
Text Editing:
Economic Research

Book Reviews:

The Western Economic
Waterloo SCRIPT

Grace Schuster and Sarah Roberts,

Review is computer typeset,
text editing system,

institute for Social and Economic Research

Institute for Social and

Derek Hum, St. John's College, University of Manitoba

the University of
5850. The

using

installed on an Amdahl

camera-ready proofs are produced on a XEROX laser printer.

Except where noted; all tables,

Computer Assisted Socio-Economic Data
(Statistics
is also used to prepare the basic tables and graphs.

from the CANSIM University Base

Analysis System (SAS)

charts

and figureskare produced by the
Base (CASED) extracting time-series
Canada) . The Statistical



Survey
Research
Manual

50 H
i
h |40 1 \
v i
S 136 | \
% \
30
Jul \
2b H p‘
O 120 | \
Ll | 15 H / \ \,&
O } ’ / ! \\ R
D T
1 |
5 g { ! \
-3lllli NN lllill |
g 31478 O Tal5 19171821 422324252 293023 © BPI12131 ] 20721
i i JUNE i YUY
AT AT NMARIC AT
QUT—| OUT QUT | loUT
SURVEY RESPONBE| OVER [TIME

. $20.00 PER SINGLE COPY. $15.00 PER COPY FOR 20 OR MORE ‘ ;ﬁ




