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Janua:ry 1987 

J .A. MacMillan 
Department of Agricultural Econanics arx:l Fann Management 

University of Manitoba 

Rural econcmi.c deve10pnent in the context of this discussion is 

broadly defined to .i1d.ude all p.lblic arx:l private sector activities 

which have a significant :i.npact on i.rx:caIe arx:l employnent 

c:.g;x:>rt:unities, as well as social develc.pnent in rural Manitoba. often 

the ilnportarx::e of p.lblic services sudl as highways, health, welfare 

arx:l education in generatin;r jet> arx:l irx::ane c:.g;x:>rbmities is neglected 

in discussions of rural ecananic develc.pnent. It is not recognized 

that such activities generate a large proportion of regional econami.c 

activity arx:l have a critical :i.npact on the ecananic developne.nt of 

:rural regions. ~, the smaller the size of the :rural 

regional ea:srorr:i, the greater the magnitude of "spillover benefits" to 

major metropolitan regions arx:l national urban imustrial complexes 

generated by increasin] rural region econcmic activity. 

Rural developoont projects are initiated based on a narrc.:M view of 

regional jobs created withoot oonsiderin] whether or not it is the 

best regional project assurniIxJ jet> creation is the major rural 

deve1qm:mt objective. For example, evaluations of irrigation and 

other agricultural projects are often completed within a narrcM 

benefit/cost analytical frame'w'Ork ignorin] the macroeconanic relations 

*Prepared for a seminar discussion, Department of Agricultural 
Economics, North Dakota state University, Fargo, North Dakota, JanuaJ:y 

23, 1987. 
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affectin:] rural regions. Perhaps this narrc:M perspective of many 

rural developnent programs urrlerlies the major shift away from 

canadian rural ecoronic developnent programs to massive canadian 

J;cl>lic experxlitures on transfers imIt.¥lin:J agricultural subsidies, 

stabilization am financial rescue operations. Rural developnent 

p:rograIllS in Canada am Manitd:>a have largely been displace::l by in::are 

stabilization p:rOJ:rams such as the Western Grain stabilization 

Program, payments to dairy fanners, special assistance to grain 

producers am fanners in financial difficulty. 

'!he thesis of this paper is that plblic am private rural 

developnent activities will have a significant llnproveme.nt in 

effectiveness if iIDpacts are analyzed relative to quantitative am 

qualitative rural region ec::x:n::mic develc:ptent in:licators am 

"spillover benefits" to major metrqx:>litan centers am national 

regions are documented. stamard management pri.roiplea can be awlied 

to achieve llnproveme.nt relative to ec::x:n::mic develc::pnent in:licators. 

Key management tasks imIude: 1) measurirq regional ecananic 

developnent abj ecti ves, 2) constructi.rg a regional ecotnnic IOOdel. 

pennit.tl.rg base case forecasts of rural region ecananic develc::pnent 

withrut new initiatives, 3) regional iIDpact analysis of new 

initiatives, am 4) follCM-Up evaluations. 

Rural econanic developnent in Manitoba is diSOJSSed below with 

respect to the followin:] foor major tq:>ics: 1) evolution of rural am 

regional developnent policies, 2) rural region econanic developnent 

analysis, strategies, approaches am nOOel.s, 3) rural developnent 

2 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 

program evaluations am inpact analyses, am 4) a proposed framelN'Ork 

for rural deve10pnent analysis in Manitoba. 

1. Evolution of Rural am Reg"ional Deve1cprvmt Policies 

canada's first rural deve1c.pnent program, the Agriculture 

Rehabilitation am Deve1c.pnent Act (~), was introduced in 1961 in 

response to the unacceptable levels of poverty in numerous :rural 

comrmmities. 1 ~ began as a federal/prov:in:ial effort to iJnprove 

i.ncx:Ioos of rural areas by initiatives focussinJ on iIx:reasinj 

productivity of small fanners am provi.d.inJ assistarx:::e for altel:na.tive 

uses of marginal lam. otller programs emtbasized irx:reasinj work 

opportunities in rural areas, developinJ water am soil :re.sa.nx:es am 

fisheries. 'lhe early ~ legislation was heavily criticized for its 

prilnaIy focus on natural resource adjust::nert as a means of reducinj 

rural poverty. 2 

In 1966 ~ was :renamed the Agricultural am Rural Deve1q:mant 

Act ani the cbjectives am programs were broadened to in:lude 

nonagricultural sectors in rural areas to absol:b surplus rural labour. 

To provide a focus for the :rural area programs, the F'urrl for Rural 

Econanic Develq;m:mt (FRED) was introduced in 1966 to awly in 

designated rural regions (Interlake-Manitoba, Gaspe-Q.lebec, Mactaquac­

New Brunswick) which had widespread low inc:x:.mas am major problems of 

ID.J. Savoie, Regional Econc:mic Developnent: canada's Search for 
Solutions, Toronto: University of Toronto Press, 1986. 

2H. B..lckley am E. Tihanyi, canadian Policies for Rural 
Adjustrrent: A study of the Economic Impact of ARl).l\., PFRA, am MMRA, 
ottawa: Econanic Council of canada, 1967. 
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econcmic adjustment. Cclrprehensive develq:me.nt plans were foDIlLllatErl 

for the rural regions. 

In 1968 Ul'Xler the Liberal government leadership of Pierre Elliot 

Trudeau, irx::reas~ priority was given to regional developnent. '!he 

Department of Regional Econc:mic Expansion (IEEE) was set up to c0-

ordinate federal efforts in regional developnent to focus on 

infrastructure (roads, water am sewer systeDs am schools) fcx:::uss~ 

on growth centers in special area programs am in:lust:rial i.n:Ert:.ives 

(cash grants to process~ am manufacb.lrinJ finns) in designatErl 

areas (Savoie, p. 29). A policy review in the early 1970's :rejected 

the growth center am irrlustrial i.n:Ert:.ive focus of rm:E am initiatErl 

broad 10 year General Develcpuellt Agreements with all~. '!he 

Agreements were to focus on federaljprovincial co-operation in 

selectirq develCJf100lIt projects across all sectors (Savoie, p. 59) • 
. -

AlDt:her review in 1978 resultErl in the establishment of the 

Mi.nistty of state for Regianal Eoananic DevelCJf100lIt (MSERD) to c0-

ordinate am direct federal ecaronic develCJf100lIt policy. tJnhawy with 

joint federal/provin:ial regional fonmllation of programs with 

provin:ial delivery, the federal government established 10 year 

Economic am Regional Developnent Agl:eements (ERDA's) in 1981 to 

prc:.arote direct delivery of projects by the federal government as well 

as joint federal/provincial i:ap1ementation of initiatives (Savoie, p. 

81). '!he current Manitooa ~ agreement signed in 1983 includes a 

priority for transportation, human resources, am st:.ren;rtheni.rg small 

businesses. Regional developnent was to be a concen1 of each sectoral 

departIrent. '!be latest governmental reorganization charged the 
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Regional Eoonanic Expansion agerqT into the federal Departm:mt of 

Regional Irxiustrial Expansion to oo-ordinate fun:lirq for a new 

Irrlustrial am Regional DevelOfluent Program with fun:lirq based on a 

develc:pue1 It "in3ex" for census districts. 

canadian rural develOflU9lIt program expeniitures am:JUrIted to $1.1 

billion in the 1969-76 period. 3 In the mid Seventies, irx::reasin;J 

agricultural prosperity led to a focus on in:x:me stabilization 

progzams to c:o'Q'olity gralpS on a oont.i.nuin;J basis to dairy f~, 

am lIDre recently to grain producers. 'Ihe federal/provm::ial 

expeniitures on rural am regional develcprerIt in Manitooa in the late 

1960's am early 1970's were several tiJues the magnitlXle of current 

rural am regional develcpnent expeniitures. 'Ihe current agricultural 

developnent agreemant in Manitooa was structured in 1984 to sperrl 

$38.3 million CI'l a five-year agri-food develOflU9lIt agreemant. '!he 

objective of the agIeemeIIt is to "enharx::e the efficient production am 

marketinJ of crops am livestock, improve the manage:melIt of the 

province's soil am water resa..n:ces, am help fanoors boost their 

management skills." 

2 • Rural Region Econanic Develognent Analyses 
strategies r AWroaches am lokldels 

While rural develcpnent prc<3ramB are generally designed am 

ilnplenenterl with referen:e to ecancmic efficien::y criteria, in<:::orre 

stabilization prc<3ramB am other short-tenn subsidies are generally 

3J .A. MacMillan am G. R. Winter, "Inccme Improvement Versus 
Efficiency in canadian Rural Develcpnent Programmes," Proceed.in:Js of 
the Seventeenth International a:mference of Agricul tura.l Econamists, 
1979, pp. 381-88. 
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nonproductive arrl recognized by econanists to prcnoote inefficient 

resource allocations by fanners relative to a welfare oriented policy 

such as a negative irx:xJne tax. Evaluations of current rural arrl 

regional develcpnent programs are mt ~lished rut based on prior 

:rural ec:onanic develcpnent evaluations in Manitoba it is very probable 

that an increase in :rural develcpnent programs substittttirq for sare 

of the current short-tenn subsidy pzograms of hurm:eds of millions of 

dollars in Manitoba wruld have a greater 1c::n;J-tenn benefit to Manitoba 

fanners. 

'l11e p.n:pose of this section is to illustrate an awroach to rural 

regional develcpnent analysis arrl n:xielli.rg. strategies are djsrussed 

below with respect to two cilinensions: 1) rnED Plan evaluation 

process, am 2) synthesis of regional ecorxmdc acooonts am special 

studies. 

GcNemments are often reluctant to SUWOrt imeperrlent cbjective 

evaluations. It is politically safer not to collect the awtqlriate 

data am deperxi on partisan advocates am beneficiaries for 

testim:mial assessments. Academj cs on the other ham are often 

reluctant to get involved in awlied E!OOl'X:IIli.c policy evaluations due 

to the effort required to provide results useful to policy makers. 

Federal goverrnnent administrators ci::lsel:verl that it was not possible to 

assess the success or failure of other rnED Plans in canada relative 

to the success of the Interlake Plan due to the absence of evaluation 

research on plans in other areas. 
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2.1. FRED Plan Evaluation Process 

A cxmtract was initiated with Dr. J.e. Gilson, Depart:Ioont of 

Agria.u.tural Ecananics at the University of Manitoba anj the FRED Plan 

administration to provide base sut:P>rt for an evaluation of the Plan 

to be carried rut aver the 10 year period. '!he base SUWOrt provided 

salary anj minbnal research dollars of $250,000 per year. Critical 

features of the evaluation research prcx::ess are summarized belOW': 

1) '!he cbjective of the evaluation was to provide the Fm:D Board 

with facts am data to pennit an administrative ilIpact assesszrent on 

programs. 

2 ) with the assf.st.arx:,e of Dr. w. R. Maki am Dr. J. R. Barnard, a 

framawork for the regional ecorx:mrl.c develcpoent evaluation was 

outlined in 1968 anj subsequently p.1blished4 which ensured a lorg-

tenn perspective am fra1na.}ork for a series of OCIl'plementary studies. 

3) '!be base f'l.1rninJ was OCIl'plemented by SUWOrt fran academi c 

research sources am Fm:D Board suwort for base data am special 

studies on ~ savices, lanj clearin:J anj fann devel~ 

amJillltirg in total to abaIt $800 tha.lsarrl which was less than 1 

percent of the total Fm:D bXIget of $85 million. 

4) '!he research bXIget is unje.rstated due to the lOW' cost of 

graduate students' research i.np.rts (6 Bl.D., 11 M.Sc., 4 Natural 

Resoorce Institute Practicums anj 6 person-years of full-tilne research 

associate inp.lts). 

4J .R. Barnard, J .A. MacMillan anj W.R. Maki, "Evaluation Models 
for Regional Developnent Plannin], " Reqional Science Association 
Papers 23(1969):117-40. 
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5) Advisory camnittees made up of academics leave residents am 

government plarmers ensured that the results of research studies -were 

tiJnely am useful to plan administrators reversinJ the stamaro 

academic awmach of searchirg for prOOlems to fit theoretical IOOdels. 

Research ~lications in academic jrurnals were not a problem for the 

policy makers am added significant credibility to the results. 

2.2. Synthesis of Regional Eoonanic Accounts 
am Special stulles 

An att.eupt was made to provide quantitative measures CCI1Sistent 

with the broad plan oojectives: average irxxme levels, irxxme 

distril::ution, OOl'lSUIIption experx1i tures, retmn on :investlnent 

geogratilical nd:>ility, enployment, ClOO.lpational nd:>ility am 

preservation of natural :resaJrCe stocks (Figure 1). Special studies 

were ~ to link FRED Plan programs-highways, :recreation, 

manpower services, lard ac:x;pisition, drainage, lam clea.ri.nJ, am 

:resooroe management-to progl:am perfonnance measures am regional 

econcmic relations summarized in a regional i.np.lt-a.rt:p.rt: IOOdel. '!he 

prog1:am perfonnance IOOaSUreS-illiles of road, park visitor days, 

manpower clients, fam sales am wildlife p::pllatian-were used in the 

traditional context of ~lic progLam DDnitorinJ. Highway plarmers, 

drainage en;fneers am recreation specialists nxmitor their 

perfonnance by IDysical measures not ecananic developnent d::>jectives. 

Special studies focussed on the IiIYsical perfonnance measures, proj ect 

econcanic efficiency neasured by benefit/cost ratios for projects am 

income distribution inpacts neasured by the .incare level of program 

clients. '!be iIplt-a.rt:p.rt: m:xiel was used to translate the program 
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Figure 1 

FRED Plo;JLaID. ManageJIe'lt Interrelationship;, 
Econ::Jnic RelatiCrlShips, ard Developrent Cbj ecti ves 
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experrliture data into aggregate impact measures of regional in:x:me am 

eroployrrent. 

'nle scarcity of research on rural devel~ plannin:J prevents 

stron;J conclusions on the payoff to experrlitures on IOOSt rural plans. 

Ideally, the six steps rutlined in Figure 2 oc:W.d be awlied in 

several rural regions ani results canpared ani the reliability of the 

awroach assessed. General agl:eement 00 the necessity of the 

irxlividual steps is:required. usin:J the b.lsiness managenent analogy, 

quantitative measures are :required relative to general policy goals. 

For exanple, many eocn::mi.sts in reviewi.rq canadian regional rural 

devel~ policies, particularly the FRED Plans, disagreed with the 

focus on :i:qlrovinJ the in:x:.me ani st:arxlards of li~ of the peq>le in 

the Interlake. In ccaItrast, a fcx::us on national ecx:n:::mic effici~ 

was oonside.red m:>re aWJ:'q)riate. Consistent with a fcx::us on national 

ecananic effic~ , policies lNalld be intrOOln=d to assist aIt­

migratioo fran low in:x:.me regions ani fran the agricultural sector. 

It is i.nte:restinJ to note that an irxlirect effect of the st.rorg 

enphasis on investments in human resoorces in the Interlake through 

adult education, skill trainirg ani general upgradinJ of the region's 

secorrlcuy school system. ani :i:aprovements in the road system was to 

stimulate aIt-migration fran the region even though aIt-m.gration was 

not a specific policy goal. 

Agreeuelt is also necessary on the focus of ccmbin:in;J special 

studies on specific projects ani programs with a regional nodel. 

studies are :required on both an ex-ante ani ex-post basis to confOI1ll 

to basic scientific research rrethods. 'nle regional aCCOlU1tinJ 
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~ 2 .. Regional Model 

...-___ .3 ~ __ .. __ _ 

3. 5. Ex Post Studies 

Policy Goals 

Ex Ante 

Feasibility Project 

and Plan Studies 

• ... , of Development 

Projects and Plan 

~ ____ ~.~ __ ~~~,~~l~ __ ~~ 
1. Quantitative Defintion _.~. Rural Development Plan 

of Rural Development Designed by Local, 
Objectives .. Provincial and Federal 

-f 
._ I 

I 
·1 
I . 

• I . 

Agencies 

6. Repeat steps: Revise 

Plan and Objectives on 

Research, Results, etc. 

L-- .... -----+--------

Source: James A. MacMillan arrl J.D. Graham, ''Rural Developnent 
PlaI"ll'"lirg a Science?" .Arrerican Joornal of Agricultural 
Economics 60(5,1978):945-49. 

Figure 2 

Rural Developrent PlaI"ll'"lirg Researcll Activities 
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framework provides a summary of the major economic forces affecting 

regional econamic develq:ment am growth. Again usinJ the 

experiIoontal method analogy, regional accoonts measure the regional 

economic environment within which the Plan operates. In the Interlake 

case, the regional accoonts ~roach paid off significantly when the 

federal I:leparboont of Natiooal Defen:::e decided to close the air base 

in the region. '!he regional nrXlel substantiated the ~usion that 

the anrrual negative impacts of the air base closure were very close to 

the total anrrual FRED Plan impacts. Efforts were made to offset the 

air base closure with imustrial irx:lentives to stlloulate nanfann job 

OWOrtunities in the region. 

Arxrt:her major benefit of the regional accoonts awroach is the 

docurlert:a.tion of linkages and "spillover benefits" to other provin:::ial 

regions, other prcwi.rK:es am the national ecarx:my. For example, in a 

Manitooa oantext, the 1979 value of fantgate production was $1.4 

billion which is directly linked to $1.4 billion of food processinJ 

activities (60 percent of this food processinJ activity is located in 

Winnipeg) . In addition, every dollar of fann i.rx:x!ne in rural regions 

stimulated by rural develq.ment is aSsociated with irxtirect am 

in:1uced ecanc::mic activity in western canadian regional centers, 

Ontario am Quebec in Eastern canada. '!he critical feature of 

linkages relative to rural develq:ment is that spillover benefits from 

agricu1 tura1 am resource develcpnent p:r:ogz:ams ocaJr in maj or regional 

centers arrl national regions. H<::1.+Jever, "spillover benefits" to rural 

regions fram develcpoont of regional centers am national regions are 

minimal. 

12 
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'!he specification of local, prov.i.ocial am. federal ~ am. 

agreerent on the Plan's programs am projects is consistent with 

IOOdem management pr.i.ociples Wich advocate participation by workers 

in rosiness decisions as a means of ensurin;J sua:::ess as ~ to the 

difficulties associated with autocratic management Drt:hods. It is not 

reasonable to expect rural people to collaborate in the achievement of 

:rural develcpneut ciJjectives j1Dp")Sed by authorities aItside the 

region. In fact, it is to be eJq)eCt.ed that local graJpS wcW.d 

initiate actions to ensure the Plan fails if their participation is 

not ilx:luded in the Plan. 

3. Rural Develcgnent Program Evaluatians 
am IIDpact Analysis 

'1he FRED Plan for the Interlake Region of Manit,d::)a can be viewed 

as an experiment in oatprehensive rural region ecarnnic developoont 

plarmirg. 'lbe broad ciJjectives of the Plan were to praInte eooncmic 

develOflient of the Interlake, to .irx:rease in:xme am E!lIployment 

opporttmities, am to raise the starrlard of livin;J of the people. 

Programs were ilnplemented in areas of education, ~, 

agriculture, fisheries, transportation am recreation. A total of $85 

million was allocated to the FRED Plan aver the 1967-77 period: adult 

education ($27.3 million), sdlools am education ($26.7 million), 

resource improvement ($29.4 million), am administration ($1.7 

million) • 

13 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I. 
I 
I 
I 
I 
I 
I 
I 

'!be Plan was a unique experimant in managerrent of rural 

devel~ initiatives. S Co-ordination was provided by a provincial 

co-manager fran the Manitoba Depart:nsrt: of Agriculture am a federal 

co-manager fran the Depart:nsrt: of Regional Eoorx:Inic ~ion. '!he 

co-managers reported amrually to a canada-Manitoba Joint Federal­

Provincial Advismy Board made up of senior government personnel 

prilnarily at the Dep.Ity Minister level. '!he Plan expen::titures were 

administered by eight Manitoba government departments. Local 

participation was formalized thra.¥;Jh Area Develcpnent Boards which 

were instrumental. in devel~inJ local political SUWOrt for specific 

programs am proj acts for several years prior to the initiation of the 

Plan. 

'Ihe FRED Plan evaluation, as lIIel.l as transportation am drought 

sensitivity impact analyses, are disalSSed as illustrative examples of 

rural develOfm:!nt resean::h in Manitoba. 'Ihe synthesis of special 

stu1ies am regiooal. eoarx:mic aoca.mts was a CXIiIliUl focus of the 

resean::h. In the transportation st:J.ny, the rural develcpnent policy 

focus was directed to an examination of the negative impacts on 

provinces associated with rail line abarrlanment am rate :ilx:reases. 

'!he drought sensitivity st:J.ny was directed to assessiIg alteJ:native 

strategies to reduoe negative inpacts on provinces of a prolonJed 

drought. '!he results am pI:oceillres used in these studies are 

SlDtlIl'Iarized belCM. 

SSee R.J. Hordo an:i J.A. MacMillan, "An Assessmant of FRED Plan 
Manage:rrent in the Interlake Area of Manitoba," canadian Journal of 
Agricultural Economics 24(No. 1, 1976):33-39. 
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3 .1. FRED Pr:'Og1:am Evaluation Results 
an:! Regional Inpacts 

FRED program evaluation results are sunnnarized with respect to 

htnnan resoorces, natural. resources an:! infrastructure experrlitures. 6 

'!he objectives of the human resoorce developnent pl:'CX3Lam was to 

inprove the p.lblic school system, :in:::rease joo OWOrtunities an:! 

incomes. School consolidation was ccmpleted an:! 610 rEM classroans 

were constructed for pr:iJnal:y an:! BE!a:lOOary education. Adult education 

was provided by the follC7.rlin;J: academic upgradirg (2,578 persons), 

j 00 traJ.ni.rg ass1.st.aroe (5,460 persons), an:! manpc::JV.1er coLpS (2, 321 

persons) • 

Benefit-cost analysis of the manpc::JV.1er services irrlicated: 1) 

graduates of the farm management, traininJ in Wustry, an:! vocational 

an:! special traJ.ni.rg prcg1aIIS had the best cg;>orbmity to raise their 

level of :in:xme an:! eq>loyment; 2) upgradirg programs such as manpc::JV.1er 

COl:pS provided sooial benefits as well as ina:me an:! employment 

generation; 3) substantially higher :inxanes were realized by those 

participa~ in the nmility an:! joo referral PL"Og1aIIS, an:! 4) people 

who were helped by the prcg1am were primarily in the lower inc::clm= 

categories • 

For manpc::JV.1er cm:ps participants, it was estimated that the 

tll'lell'ployment rate of trainees dro{:p:!d fran 80 percent to 19 percent 

an:! that the average weekly earned in:x:me rose fran $82 to $219. 

6See J .A. Mac:Mi.llan an:! S. Iijon, '!be Interlake Experience: A 
Description an:! EValuation of a Rural Devel<::!plOOI1t Program, 1967-77, 
Department of Agricultural Econanics an:! Fann ManageJreIlt , University 
of Manitoba, Occasional Series No.9, December 1977. 
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After eight years, benefits derived were three tines the t.raini.n:J cost 

arrl after 10 years, the benefits derived were five tines the cost. 

'Ihe farm develCpleut p:rogram arrl the fishennan develqmant program 

were prilnarily educational prcxJralDS. Both pl:ogranlS were int:.en:led to 

assist 10lNer irxx:me farmers arrl fishennen to raise their i.noc.Ioos arrl 

to achieve a greater degree of in:x:me security by irx::reasin;J their 

managemmt arrl technical skills. 'lbere were 385 participants in the 

farm develqmant pro;p:am arrl 375 in the fishennan develqmant program 

durin;J the 1972-76 period. Fal:mers who participated in the farm 

develqmant program am in::reased their exist.in;J dairy an:3/or hog 

operations, recorded an :in::rease in overall returns fran livestock 

production. 'Ule tiIteframe of the data at d:lse.rved clients only 

e.xterrls to over a one to two year period; therefore, the full illlpact 

had ~ been realized at the time of the stu1y. 

t.l'rrler the natural resource deve1qmant programs, lam deve1opnent, 

drainage am larrl adjustment, as well as parks am recreation 

facilities were initiated. OVer the six years (1967-73) that the lam 

developnent pro;p:am was in operation, an additional 126,346 acres of 

lam were cleared, primarily for forage pn:poBeS, at an experxtiture of 

$700,000. Analysis of lam clea.rin;J imicated that the present value 

of gross receipts equalled clea.rin;J costs after three years. Eighty 

percent. of the farmers were crq.pin;J their cleared larrl three years 

after clearin;J. Of those farmers participatin;J, 70 percent. had gross 

receipts of less than $10, 000 imica~ that the lam clearing 

program was inp::>rtant to small or lower incane farmers. 

16 
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A total of 140 miles of drainage channels were reconstructed at a 

total of $7 million. Net ira:m:! associatErl with additional acres of 

crops ani inproved pasture exist:in:J after drainage was estilnatErl to 

have a present value to CXlSts ratio of 3:1. A large proportion of 

drainage benefits ~ to the larger higher incx:me farms. 

Un:3er the lani adjustment prcx;)Lam, 54, 655 acres classified as 

''poor' were p.n:chased ani cx:nverted. to alternate uses such as wildlife 

refuges am parks at a cost of $4 million. '!be prilnary p.n:pose was to 

rem::we low capability lam rut of prcxiuction. Of the 324 lam owners 

involved, nrJSt felt that they had benefitErl fran the PLogram. '!he 

parks recreation program was directed to the provision of construction 

am trainirr:J jd::ls ill1!DfO!rliately am service jd::ls in the future at a cost 

of $4.3 million. 

Regional infrastructure was :required to facilitate develc:poont 

urx3er other prtX3:rans. A total of 402 miles of provincial roads am 

highways were iDproved am :reconstructed. at a cost of $48.8 million to 

facilitate school exmsolidatian am provide an east-west link across 

the Interlake. other infrastructure projects included a parks 

furniture construction trainirr:J-in-iIrlust.Ly plant at $500 t:halsarrl, 

faJr veterinary clinics at a oost of $120 tha.lsarxi am a fann water 

services assistance of $300 tha.lsarxi to 1,923 fanners. 

It is lrt possible to summarize the total benefits of all FRED 

programs in a sinJle mnnber such as ira:m:! flow per year because the 

benefits of increased high school at-ternance ani local camrmmity 

leadership result fran all programs. In addition, it is carnrronly 

acknowledged that developnent pl:"CXJL'dm. effects require a gestation 

17 
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period of nora than nine years. It is significant that the Interlake 

area is IX> lon:Jer one of canada's lowest incx:me rural areas. Impacts 

associated with $20 million of the total $85 million expen::litures on 

agriculture ani recreation were estimated usin:J a regional simulation 

lOCldel (Figure 3). A oc.trparison of forecasts for 1976 with ani without 

the $20 million in FRED p:r:og1:ams resulted in: 1) a $10.3 million 

total in::x:me flow to Interlake :residents, alxut $200 per person per 

year, 2) employment, 1.4 thoosard person years, ani 3) gross 0l.lt:pIt, 

$27 million. 

'nle Interlake evaluation analysis ani ather program evaluations 

are SllIlUDarized below in Table 1 in te.nDs of the cost effectiveness of 

$1 million public :rural develq;m:snt expen::liture. care is required in 

:interpret.irq the results. A p:r:qxxtianal relationship is :iJnplied 

between expen::liture ani jab creation. Initial capital expen::liture 

CXlSts ani employment ilrpacts are anitted for drainage, recreation, 

education ani ~ oo:r:ps projects. '!he food processin:J exanple is 

based on the assunption of a IEEE grant of $1.4 million for rapeseed 

processirg beirg the sole basis of the processirg employment dlarge. 

'!he table provides the type of info:r:mation required to assess the 

impacts of rural develqment expen::litures. Fran a lon:J-tenn 

developnent perspective, agricultural developtel1t expen::litures ani 

~ co:rps projects have the highest jab creation impacts per $1 

million public expen::liture. It is also inq;x>rtant to note that the 

Interlake is a relatively high noisture area with a predominance of 

forage arrl livestock production. 
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N.B. 'lhe heavy solid. line irrlicates the secxm:l step of the 
simulation procedures in which the effects of agricultural resource 
developnent programs are in::licatOO in the relatOO stages of the sllmllation 
procedure. 'Ihe light solid line presents the first step of the simulation 
procedures . 

Source: F.L. 'l\.ln;J, J.A. MacMillan an:i C.F. ~, 
for Evaluatin:J Resalrce Develcpnent Programs, ff 
of Agricultural Eoanamics 58(3, 1976):403-14. 

Figure 3 

flA Dynamic Model 
Amer ican J <X.U:T1al 

A Diagrammatic Presentation of the Modified Simulation Model 

19 



-------~-----------

N 
o 

Table 1 

Jei:> Creation Per $1 Million in Alternative Rural Develcpoont Programs 
Interlake Region, Manitcba 

Sectoral P.to:J1dln 

1. Agricultural DevellJfllSrta 
2. Fcx:xi Process~ 
3. Educationc 
4 • Hoosin:ji 
5. Highwayse 
6. Recreation (Armual Experxllture) f 
7 • MarIp:7.Yer o:>rp;CJ 

Man-Years Enployment 
Create:i Per $1 Million 

(1968 Dollars) 

160 
50 
85 
80 
30 
60 

160 

Ti.Inin;J of 
Jei:> Impact 

Pel:petual or Life of Drain 
Pel:petual 
Annual Expen:titure Required 
Annual Expen:titure Required 
Annual Expen:titure Required 
Annual Expen:titure Required 
For the Work:in] Life of 
Trainees 

aFstilnate:i fran analysis of agricultural develcpoont pl:o:J1ans by F.L. 'l\IDj, J.A. MacMillan 
an::! C. F. F'ral1linJham, "A Dynamic Regional }tt)del for Evaluati.rxj Resalrce Develcpoont ~ams, " 
American Joornal of Agricultural Econanics 58(No. 3, 1976) :403-14. Drainage, Ian::! clear:in::J an::! farm 
management trainin:;J, $8.4 million, generate:i 1.4 t:hcusarrl man-years of enployment. 

~ $1. 4 million in mEE in:iustrial i.n=entives for a rapeseed process:in::J plant is estimated to 
generate 47 plant jobs an::! 20 trade centre jobs. J.A. MacMillan, et a1., "Parklarxis Region MarIp:7.Yer 
Information stu:!y," unplblishe:i Report, Department of Agricultural Ecorx:mics, university of Manitcba, 
1974, pp. 514-21. 

0U1e 1968 Interlake education e"cpenlltures of $7.4 million create 635 jobs, 536 man-years of 
employment in the school system an::! 99 trade center jobs. P. Molgat an::! J.A. MacMillan, Education in 
Area Econanic Develg::ment (Winnipeg, Manitoba.: Centre for Settlement studies, university of 
Manitoba), 1972. 
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ctr .A. MacMillan am E. Nickel, "An Eoonanic AWraisal of Urban HousinJ Assistance-Rental 
SUWlE!IreI1ts Versus Public HousinJ," canadian Public Mministration 17 (No.3, 1974): 443-60. 

ep.G. I:nlglas am J .A. MacMillan, Simulation of Econcmic Impacts of Highway EKpen:litures, 
Research Report No. 9 (Wirmipeg, Manitoba: Centre for Transportation studies, university of 
Manitoba), 1972. 

Drhe job iltpact is calrulated per $1 millicn of cperat:.i.n;1 expeOOitures at Hecla Provincial 
Park, $700 tl'loosard in 1976. the capital cost of $5 million is excluded.. N. Bl:'cMn am J .A. 
MacMillan, ''Recreational Program Develqmant Inpacts: A Dynamic Regional Analysis, II American Joomal 
of Agricultural EconcInics, November 1977. 

9rhe $5 million m:mpcMer cxn:ps expeOOitures 1967-76 in::reased wages fran $82 to $2l9 per week 
am ra:hlcai the U11E!IIployDelt rate fran 80 percent to 20 percent after t:rainin:J for 1,300 trainees 
resultin:] in an inveslu!ut of 160 jobs. Marco FeJ:nanjez, "Evaluation of Manpower Tra..inin3' Progra.ms: 
'll1e Interlake Manpower CCn:ps," Rl.D. 'lhesis, 1977. 
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3.2. Transportation Impact Analysis 

Several IOOdels incorporatinJ transportation, agricultural 

production am dynamic regional i.npJt-outplt ac::ca.mts ~ synthesized 

as part of a stu:iy of the role of transportation in regional ecananic 

develq::ment (Figure 4). '!he grain harrllinJ am distrib.Ition system 

lOOdel included: costs of lIDVinJ grain fran fanns to elevators, cost 

of ~tlnJ elevators, am :redistri1::ution of fanner delivay pattems 

to elevators due to rail rart:e dlanges. A regional linear pt:ogrannnirg 

lOOdel for Manitoba's agriculture ~ted a variety of crop am 

livestock products am intennediat.e demarxi by the livestock sector for 

feed grains. Fann size, soil type, regianal am ~ial demarxi for 

each CBlllladity am fann transport costs in shiwinJ O"",o:dities to 

varioos locations in Manitoba ~ iIril.med. Chan:Jes in the level am 

distribution of agricultural art:plt, as neasured by the pro:;tLal1Il1li.rq 

lOOdel, had i:apacts on the regianal ecarx:my. 'Ihese illpacts ~ 

measured thra.lgh use of the dynamic i.rp.xt-outplt lOOdel for the 

Interlake area. Impacts associated with char'ginJ fann expen:litures on 

truckin:J am rail rates, as ttJel.1 as decreasinJ expen:litures by 

elevator am rail CY1'I'{)3ni.es ~ estiJnated. '!he results (Tables 2 am 

3) am the estimated regional effects provide measures of the ilrpacts 

of transportation on rural econanic developnent. 

3.3. Drought Sensitivity Analysis 

'!he dralght sensitivity analysis was fun:led umer the Canada­

Manitoba Interim SUbsidicu:y AgreeneIt on water Develqmmt for 

Regional Ecanamic Expansion am Drought ProofinJ. '!he Agreement falls 

urrler the 10 year Canada-Manitaba General Developnent Agreement of 
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tJnecoranic Brarx::h Lines an:i unrea,merative Grain Pates: Effects a1 lIgriculture ani 
Regicna.l Develoy::mez It," Ipgistics an:i TranspOrtatioo Eeyiew 14 (1978) : 411-31. 

Figure 4 

TranSpOrtation Options am Rural Developrent 
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Table 2 

Effect of <l1.anJes in Rail Routes in Manitoba as 
a Result of Hall camni.ssion Re.cc:amoon:la.tions 

No. of Producers Affected 

Increase in Farm 'l'nlcJd.nJ Costs 
- total 
- average per blshel 

Increase in 'l'nlcJd.nJ Cost per 
Prodl:teer Affected 
- average 
- ran:Je 

Loss in Elevator capacity 

Average capacity lost per 
ProdlICer Affected 

Decrease in Elevator 
OperatinJ Costs 

1973-74 
SCenario 

2,515 

$248,511 
$0.022 

$99 
$28 - $198 

3,552,500 bushels 

1,588 l:ushels 

$1,063,000 

Effect of Rail. Rate <l1.anJes in Manit.c::ta Fran 
Present statutory Rates to a3"fensa.tory Rates 
(Fanners Pay 100 Percent of "Snavely" Costs) 

Increase in Rail 0Jsts to Fanners 
- total for province 
- per rusb.el 
- per producer 

average 
ran:Je 

$12,666,000 
$0.13 

$410 
$34 - $1,242 

24 

1970-71 
SCenario 

2,515 

$165,470 
$0.02 

$66 
$12 - $187 

$1,203,000 

$17,672,000 
$0.13 

$572 
$47 - $1,726 
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Table 3 

Effect of Route am Rate ~es Combined 
1973-74 

~e in Fann 'l'nlck:irg Cost due to 
Route Changes $249,000 

~ in Rail Cost due to 
Ralte Clarqes -$15,000 

~e in Rail Cost due to 
Rate Changes $17,672,000 

Charge in Cost 
- total 
- per bushel. 
- per procDJOer 
- rarge 

$17,906,000 
13.2 

$579 
$46 - $1,708 

Sa.lrce: E.W. rryrdmiewicz, et ale '''!he Abarrlanment of tJneconcmic 
Brarrh Lines am tJnreImmerative Grain Rates: Effects on 
Agriculture ani Regional Developoe:nt, " Logistics am 
Transportation Review, 1978, p. 411-31. 
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June 1974. Major areas am opporbmities for econcmic development in 

southern Manitoba, outside Winnipeg, are identified including the 

diversification of agriculture, :improvement of rural trade am service 

centers am the encx:Alragement of employment participation. Mitigatin:J 

drought impacts am ilIprovin;;J exi.stin;J water SUWly were considered 

essential to facilitate expansion of agricultural production. 

Considerable attention was paid to linked activities such as food 

proc:essin;;J, marrufacturirq of farm i.np.rt:s am other farm seJ:Vices. 

An overview of the lOOdel structure used in analyzirq mitigation of 

drought impacts is given in Figure 5. Various scenarios were SUWlied 

by the study Management Ccmnittee which inclWed goverrnoont 

representatives. Prices, transportation systems, am soil types were 

held constant with climate am 1:ed'loo1ogies (00 till, summerfa1low am 

dlanJe in irrigation) as e:xogern.lS factors varied in the analysis. 

Temperature am precipitation of variaJS weather cx:ntitians are 

translated into soil lIDisture deficits for variaJS crops on different 

soil types. A secarxi series of lOOdels detenni.nes the yield .inp3.ct of 

the m::>isture deficits which were in turn lIDdelled in the lqgregate 

crop Production lb:lel. A livestock sinulator is used to detennine 

aggregate levels of sales of livestock, nonfeed inp.It costs, 

nutritional requirements am capital replacement. 

Agricultural ClIIU1a:dity production am inp.It infonnation was used 

in the input-ootp..rt m::>del. to trace impacts on the nonfarm sectors in 

tenns of in:lirect production am employrrent. '!he statistics canada 

inter-provincial i.np.It-ootp..rt IOOdel was m:xlified to treat agriculture 

as an exogenous sector deteJ:ntined by the linear programmin;J production 
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Figure 5 

~t Sensitivity Analysis 
z.b::lel Array 
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activities. A series of farm IOOd.els sllrulate representative fanns 

cala.llati.nJ costs arrl. returns, cash flow, balance sheets, arrl. incc:IIre 

statements for eadl type of entel:prise given a set of representative 

manageIOOnt practices arrl. initial inventory. '!he fann lOOdels provide 

infonnation on production constraints arrl. climate bnpacts on financial 

structure. 

Dralght scenarios were designed to examine alternatives for 

stabilizin:J the Manitooa eoorx::my urrler prolarqed periods of drooght. 

Only conservation tillage with winter wheat showed arrx stabiliziIxJ 

effect arrl. reduciIxJ SllIIIIIerfallow to pl:aoote iIx::reasin:J production 

created a destabiliziIxJ effect. Irrigation provided 00 stabilizin:J 

effect durin:J drooght despite stability of procluction due to high 

costs of irriga~ arrl. marketirg constraints on irrigated crop 

procluction. Only com was selected by the linear progt:annnin;J m:xiel 

for irrigation. New varieties arrl. tec::hnologies, iooll.XiinJ ~ 

st1JIIIerlallowiIxJ, have t«>rked tCMams attenua~ drcu3ht iJDpacts in 

Manitooa. '!he drcu3ht sensitivity analysis illustrates a procedure 

for cala.llatiIxJ rural developrent iJDpacts associated with negative 

envi.rorIroontal dlarges. 

4. A Proposed Framework for Rural Develognent 
Analysis in Manitoba 

Rural develqm:mt policies in Manitoba. have evolved fran a pericxl 

of rn.inllna1. IrlJlic experxlitures on agria.llture in the early 1960's to 

the current situation of massive incane transfers to famers. In the 

mid 1960's, a co-ordinated canprehensive effort at rural developroont 

pla.nni.n:J in the Interlake was initiated. In the late 1970's arrl. 
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1980 I s to date, rural developnent am analysis has been characterized 

by an ~ abserx::e of cx>-ordination. Policy responses have been to 

provide subsidies on a :reactive basis in response to major rural 

pr'OOlens of transport system rationalization, dralghts am current 

pr'OOlens of finarx::ial difficulty am low grain prices. A proposal is 

outlined which highlights the cgx>rb.mity for achievirq rural 

develop:oont cbjectives by reallocatirq sane p.lblic farm subsidy 

expen:litures to eoalClllic develop:oont initiatives. 

4.1. A Proposed Framework 

~ first requirement in rural ecaranic analysis is to establish a 

set of measures for assessirq progress with respect to rural reqion 

econc:mic develop:oont. 'lhree broad g:roops of in:licators are suggested 

in Figure 6: 1) in:x:me grcM:h, 2) percent of families below poverty 

irxx:me "cut-offs, II am 3) p.lblic service quality am access (e.g., 

education, health, :recreation, etc. ) . ~ framework suggests that 

there are three major cat.egories of rural econc:mic developre.nt 

expen:litures am initiatives: 1) ecaranic develc::pnent prograns, 2) 

direct subsidies, stabilization am finarx::ial :r.:eso.lB policies to lCM 

incane rural g:roops, am 3) p.lblic service expen:litures which can be 

used to achieve i.nprovenelts in rural economic develcprent irrlicators. 

Major economic benefits result fran co-ordinatirq expen:litures am 

reallocatirq expen:litures to high "pay-off" programs as analysis am 

evaluation infonnation accumulates. 

'!he major political benefit of USl..rg direct farm subsidies is the 

speed of delivery. Ecornnic developtent programs require a 

substantial start-up am delivel:Y period. ~ major disadvantage of 

29 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 

1- - - - - _ . - - - - . - - - - - - - - - I 
... 1/ 1 

Rural Ecorx:mic Rural Region 
Develq;ment Economic Develop-
Expen:litures am Regional ment In:ticators: 
Initiative . :> Ecancmic ~ 1. Incx:Ine Grc:Mth 
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Figure 6 

A Prq>osed Framework for Rural Ecarx:mi.c Develq::nent Analysis 
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current subsidies is the waste of plblic furrls on recipients who are 

'twel.l off" am treat the subsidy as a winifall iIx:cxne receipt to be 

spent on COIlSUIlption ~tures instead of :investIrents which will 

lead to future rural regional in:x:me grcMth. An inproveIte1t would 

result if payments were "targeted" solely to low iIx:cxne fanners. 

A critical problem with the rural econcmic develqnent franework 

is that policy makers am rural develqnent analysts are not 

experien:al in the selection of profitable rural region invesboont 

OWOrttmities. A high de;p:ee of econcmic effici~ illiteracy exists 

with respect to the selection of plblic projects whidl would qualify 

as superior :investIrents, herx:le creatin;J in::reasirq future i.rxx:Ioo am 

employment q:portunities in rural areas. Clearly, the research am 

econamic procedures for examinin:.J alternative programs am proj ects 

relative to the quantitative neasures of rural region econcmic 

develqnent are available. To accurately assess the prcxiuctivity 

impact of "subsidies" versus econcmic develqnent projects, estima.tes 

of the investment ~tures if any associated with subsidies are 

required. cna missirq essential critical irgredient is the 

institutional ft~rk ~ federal, prov~ial am local 

interests required to achieve co-ordinated canprehensi ve rural 

developnent plarm:inJ am implementation. In the FRED Plan context, 

the co-ordinatin;J responsibility at the policy level came fran 

politicians through the FRED Board am administrative co-ordination 

was achieved by federal am provincial co-managers in collaboration 

with line departments of the Manitoba goverrnoont am local Area 

Developoont Boards in the Interlake. 

31 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

4.2. Rural Region Econcmic Develognent Irrlicators 

A list of rural region ecorx:mic devel~ irrlicators is outlinErl 

in Table 3. Ioc:crre grcMth requires a broad raD;Je of :iln:me generating 

profitable invesbnent opporbmities which can be transformed into 

developoont programs am proj acts. 'l\o,1o other categories of 

developoont inticators can also be viewed as constraints to 

develc.poont • Depen:ii.rg on the ol"fWJSition of the rural region's 

export base OIIDI~ties, in::x::me grcMth can be dlaracterized by wide 

swinJs associated with export CXi1iULXlity price cycles am general 

econcmic recessions. '!he classification of the FRED p:tograms under 

human am natural resa..n:ce develqm:mt inplies that the p..1blic 

investne'Its in t.rainin:J, lam develqm:mt am drainage have a "pay­

off" in te.l:ns of future regional in::x::me grcMth. Ec::oranic analysis 

will pennit a rank.in3' of projects relative to their future ''pay-off'' 

measured in terms of future irx:x:me growth. 

A frurth major irrlicator of rural developoont is the level of 

rural ''poverty'' which inticates the necessity for welfare assistance. 

lastly, p..1blic seJ:Vice access am quality can be viewed as "quality of 

rural livint' inticators. Evel:yane wcW.d like to have ready access to 

the ''better' medical am recreational facilities am seJ:Vices. 

4.3. Rural Econcmic Develot::mmt E>cperxiitures 
am Initiatives in ManitOOa 

Rural ecornnic developnent eJCpel'rlitures am initiatives in 

Manitoba are smmnarized in Table 4. 'lhree major categories of 

programs exist: 1) subsidy programs, 2) economic developmant 

programs, am 3) p..1blic seJ:Vice programs. Estimates irrlicate that the 
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Table 4 

Rural Ecorx:mic Develc.poont Experrlitures 
ani Initiatives in Manitoba 

1. SUbsidy stabilization ani Special canadian Grains Program 
Fi.narx::ial Rescue Westet:n canadian Grains Program 

Crcp Insurarx::e 
niliy Irx:x:IJwa suwort 
other ChJJmOO.ity stabilization 

Prcgl:ams 
D.rcu;Jht Assi.st:aIre 
SUbsidized credit: Fa: ani MACC 
Manitaba Fann Family Protection 

Act. (in::lu:tin:J fann debt 
adjustment subsidies 

2. Econcmic Develcpnent Programs Prairie Farm Rehabilitation Act. 
F.oc:n:Inic ani Regional Develcpnent 

Agreement: Agriculture ani 
Trade ani Tedlrx>lc:gy 

Agricultural Research ani DeIoc>n­
stration: Manitaba Departnent 
of Agriculture, Agricultural 
Exper1JDent stations, Agriculture 
Canada, university of Manitoba _~ 
Faculty of Agriculture, Agri­
blsiness 

canada Employment Ccmmission: 
Tra.ininJ ani Mobility Assistance 
ani Rural Transition Program 

Transportation Programs ani 
Policies 

3. Public Services Health, Welfare, Education, 
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1986 level of transfers to fanoors in Manitoba is in the ran:Je of $300 

to $400 million (Figure 7) which is many t.bnes the level of economic 

develcpnent pro;p:ams. 'lbe $1.9 billion "receipts" rreasure of gross 

market returns to fanners is estimated by subt:ra.ctirq stabilization, 

crop insurance, etc., fran the st:arrlard total fann revenue measure 

which includes transfer payments. '!he market measure is overstated to 

the extent market:.irg board "rents" are l'X1t deducted. '!he market 

oriented "net i.nocme" is calrulated by subtract.in;J transfers fran 

receipts. Transfers in 1987 will be about $150 million larger with 

the special canadian Grains Pnx;Jram. In contrast, rural ecarnnic 

develq:xoont programs are in the rarge of $30 million. 

'!here is an ciJvious ~ty to ir¥:::rease the future level of 

rural econamic develq:xoont in Manitoba. by in::reasinJ rural econamic 

develq:xoont experrlitures as a substitute for sane subsidy 

experrlitures. '!he FRED Plan evaluation, drcAJght sensitivity ani 

transportation stuties illustrate the type of analysis required. 'lbe 

policy trade-off is betlt.'een rxmproductive transfer subsidies versus 

rural eoarnnic develq:xoont programs such as fann management trai.nirg, 

nanagrirul tural t.rai.ni.n;J ani nd:Jility assistance, :resoorce 

develcpnent, agrirultural research, etc., which, if effectively 

planned, have a potential to ilIIprove future inccane levels in 

Manitoba's rural regions. To the extent "spillover benefits" are 

greater for productive rural econamic developnent proj ects than 

nonprcxiucti ve subsidies future inccane flows to winnipeg ani the 

economies of Ontario ani ~ebec will be enhanced. 
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Market Returns Versus GoverrJIrel'lt Paymants 
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