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r s s ~ a r c 4  
C 

f l i t h i n - t h e  f ramework of t h e  s t a p l e s 6 t h e s i s  of r e g i o n a l  -econb.ic -- 

g r & t h  this s t u d y  examines re&t t r e n d s  i n  t h e  d i v e r s i f i c a t i o n  of 
i* 

t h e  m a n u f a c t u r i n g  sector i n  t h e  VancoQver  m e t r o p o l i t a n  area, I n  

p a r t i c u l a r ,  t r a d  i t f  o n a l  c o m p a r a t i v e  s t a t i c  m e a s u r e s  of . 

d i v e r s i f i c a t i o n  are u s e d  as a c o n t e x t  i o r  a surrey-based exanination - 

- u u  - .  . - 

of the characteristics a n d  f n n c t i o n s  of newly  e s t a b l i s h e d  

m a n u f a c t u r i n g  p l a n t s ,  V a r i o u s  ' r e l a t i v e  * a n d  ' a b s o l a t e  * i n d i c e s  of 
Z 

 manufacturing i n d u s t r i e s  using 1961 a n d  1971 c e n s u s  data, i n d i c a t e  a  

sl ight - i n c r e a s e  i n  - d i ~ e r s i f i c a t i o n  of t h e  aannf  a c t u r i n g  sector o'f t h e  

study r e g i o n .  T h e  r e s u l t g  of the s a m p l e  s u r v e y  i n d i c a t e ,  i n  ' 

d' 

a c i o r d a n c e  with e x p e c t a t i o n s  t h a t  new m q n o f a c t u r i n g  e s t a b l i s h w n t s  

are typically smal l  and owner-managed a n d  that Vancouver ,  still - 
_ r e + a i n s  an . * i n c u b a t o r  f u n c t i o n * ,  A h i g h  p e r c e n t a g e  of Vancouver  (s 

m a n u f a c t u r  inq  e n t r e ~ r e n e n r s  a r e  a l s o  i m m i g r a n t s  t o  Canada, With 

r e s p e c t  t o  t h e  e x t e n t  t o  which new p l a n t s  a r e  d i v e r s i f y i n g  t h e  s t u d y  

region's m a n u f a c t u r i n g  sector on the bas i s  of t h e i r  I i n k a g e  ' 

characteristics, t h e  n a i ~  finding is t h a t  n e w  p l a n t s  a re  p r i m a r i l y  

e s t a b l i s h e d  t o  serve B r i t i s h  Colum b i a n  m a r k e t s  a l t h o u g h  backward  and 

e s p e c i a l l y  f o r w a r d  l i n k a g e s  a r o u n d  the t r a d i t i o n a l l y  i m p o r t a n t  

r a t h e r  t e n t a t i v e ,  small scale nature a n d  w i l l  l i k e l y  remain  so 

without s u b s t a n t i a l  gove rnmen t  h e l p -  * 
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I In B r i t i s h  Columbia pleas for greater d i v e r s i f i c a t i o d  of t h e  a t 
J > 

-7  *: .- 5 

economic  base, e s p e c i a l l y  w i t h  respect t o  t h e  e s t a b l i s h m e n t  of a n . =  

enlarged s e c o n d a r y .  raPafact u r i n g  sector, &awe been a r - c q c a r i n g  
i 

' t heme  of p u b l i c  c o n c e r n  a t  t h e  ' p r o v i n c i a l ,  r e g i o n a l ,  a n d  coamoniby - - 
5 

s c a l e  for decades,  I n i t i a l l y  t h i s  c o n c e r n  f o c u s s e d  on a t t r a c t i n g  
L- 

-- -- 
- - - -- - - - 

- - -- - - - -p -- - 
-L 

primary mannfac t  nring a c t i v i t i e s  U t i l i z i n g  raw ma t e rh l s  a s  their 

p r i n c i p a l  i n p u t .  I n  more recent y e a r s ,  t h e r e  h a s  been*, a n  e m e r g i n g  

view t h a t  the p r o v i ~ c e  needs , ' to  a t t r a c t  - s e c o n d a r y  i a n ~ f a c t u r i n ~ '  

i n v o l v i n g  f a b r i c a t i h  or , a s seab l ing  of a l r e a d y  manufac tu re@ inputs ,  
<' 

The c i t y  o f  Vancouver ,  for e x a q p l e ,  i n  1978, e s t a b l i s h e d  an  o f f i c e  of 

' e c o n o i i c  d e v e l o p m e n t  t o  s t i m u l a t e  s e c o n d a r y  manu&ctu r ing  i n  the 
p-p-----p------p-p- -- ~ -- 

\ 

area, A t  t h e  Provincial l k v e l  t h e  r e p l a c e m e n t  of t h e  l i o i s t r y  of 

Ecoaosic ~ e v e l o p m e n t  i o  1937 bp t h e  m i n i s t r y  of I n d u s t r y  and  Smal l  
k 

4 f  Business Development  and  even more r e c e n t l y  t h e  i n t r o d g p t i o n  of t h e  

D i s c o v e r y  P a r k  P o l i c y  r e p r e s e n t  t r ebds  in t h e  same d i ~ a c t i o n ,  
<. 

'ly, the v i r t u e s  of a t t r a c t i n g  so  c a l l e d  h i g h - v a l u e  a d d e d  O 

~ h o f a c t u r i n ~  are stressed i n  r e l a t i o n  t b  the p r o b l e m s  of 

specializing t o o  n a r r o w l y  on  ~ r i a a r p  s o u r c e  b a s e d  

i n - d n s t r i e C S p ~ i a l i z e d  economic  s t r u c t u r e s )  it is argued, are  h i g h l y  

- 0  changes i n  s u p p l y  and demand c o n d i t i o n s ,  sakh as s h i f t s  

i n  consumer  tas tes ,  d e r e t o p . e n t  of s u b s t i t u t e  p,rodacts,  e f i a a s t i b n  of 
c% 

P' focal snppf ies, and the esergence of Competition fa  o t h e r  areas, On 



, - + - 
_ t h e  o t h e r  hand, t h e  e s t a b l i s h m e n t  o f  new manufac tu r ing  a c t i v i t i e s  i s  - 

w 
seen t o  b e  i m p o r t a n t  i n  t e r n s  of enhancing s t a b i l i t y ,  b roaden ing  t h e  

ra&e of employment o p p o r t u n i t i e s ,  i n c r e a s i n g  r e t u r n s  and i n  e n s u r i n g  
,' 

*,/' 
, cont inued growth o v e r  t h e  l o n g  .run. It is t h e  assumptioir  6 r  t h e  

w 

,/' D i s c o v e r y  Park  p o l i c y ,  f o r  example, t h a t  c o n t i n u e d  manufac tu r ing  - 
, - L * 

I = e 

- gr'outh i n  B,r i t i sh  C o f m b l  is dependent  upon the a t t r a c t i o n ,  of 
? : 4 . - - -  - 

. / ' 

s o - c a l l e d  b i g h  t e c h n c l o g  - a c t i r i  ties, The a rgument  for  . 

/ d i ~ e r s i f i c a t i o n ,  it a i g h t  b e  no ted ,  d o e s  not - and  s h g u l d  n o t  -' 

- - --- -- ~ ~ ~ , m e a ~ - o t ~ ~ r y - a r t a m e  crf --mar- ' 
+ 

d i v i s i o n  of l a b o u r  as a  s o u r c e  of p r o d ' u c t i r i t y  hcrease and of 
, . . . 

weal th ,  s on t h e  b e l i e f  that a d i v e r s i f i e d  - economy is 
7 

i f  economic m a t u r i t y  and, i n  p a r t i c u l a r ,  is 

tp'picalllr more &able ,  v i b r a n t ,  and  c a p a b l e  of s e l f - s u s t a i n i n g  g r o u t h  
L - t h a n  a  h i g h l y  s p e c i $ l i l e d  one. 
- - - - - - - - - - - - - - - -- - -- - pp Yd 

D e s p i t e  t h e  i m p o r t a n c e  ,at%acht%d t o - t h e  i d e a  of d i v e r s i f  & t i o n  

ir! B r i t i s h  C o l a a b i a  (and i n d e e d  ip @&stern canaha 9s a whble)fi&re 
- .A - *. - 

have been s u r p r i s i n g l y  few s t u d i e s  yhich h a r e  s p e c i f i c a l l y  exami 
1 

t h e  r e l a t i o n s h i p  between d i r e r k f i c a t i o n  and  urban and  r q i b n a l  I 

e c u n o u c  devfopment,  This i s  e s p e c i a l l y  so w i t h  respect t o  t h e  ro le  

p l a y e d  by t h e  e s t a b l i s h m e n t  o f  neu  manufac tu r ing  a ~ t i v i ~ t i e s '  i n  t h e  

d i v e r s i f i c a t i o n  process, Indeed  i n  t h e  Vancouver urban r e g i o n ,  where 

A ,  +-P h a v e a n  r e l a t i v e l y  fear p u b l i s h e d  studies of t h e  
- 

econoric geography o f  manuf a c t m i n g .  Fur the rmore ,  t h e  f e u  staiiies 

that dre a v a i l a b l e  a r e  b a s e d  cn d a t a  r e f l e c t i n g  c o n d i t i o n s  n o  more 



r e c e n t  t h a n  the mid 1960's and,  generally s p e a k i n g ,  they were o n l y  * 

t a n g e n t i a l l ' y  i n t e r e s t e d  i n  t h e  i s s u e  of d i v e r s i f i c a t i o n ,  It can of 

course b e  r e a s o n a b l y  s u p p o s e d  t h a t  g i v e n  t h e  size, importance, and .. 
ri tdat ion of the ~ ~ n c & x v a r  m e t r o p o l i t a n  area, as r a l l ' a s  t h e  r a p i d i t y  . . 
of i t s u r e c e n t  growth, t h a t  d i i e h i f i c a t i o n  5 v i t h i n  t h e  m a n u f a c t u r i n g  

\ . . w 

sector h a s  g a r r e d .  It is the p u r p o s e  of t h i s  t h e s i s  t o  examine  t h e  

v a l i d i t y  o f  t h i s  p re sumpt ion .  a n d ,  ih p a r t i c u l a r ,  to d e t e r m i n e .  t h e  

e x t e n t  and ' d i r e c t i o n  of the d i v e r s i f i c a t i m  of m a n u f a c t o r i n g  a c t i v i t y  
- - - ppp 

- -- 

i n  t h e  V an couv er SStr~porf-tanajE=iW&r-~e p b F % ? i ~ ~ ~ e ~ 1 ~ 7 w ~  ,. 

of i n t r o d u c t i o n  seieral studies which o f f e r e d  s t a t 6 m e n t s  and  

i m p r e s s i ~ n s  c o n c e r n i n g  the s t r u c t u r e  of m a n u f a c t u r i n g  i n  the 
p r o v b c e ,  i n  general. and t h e  Vancouver  m e t r o p o l i t a n  area. . i n  - 

w 

p a r t i c u l a r , ,  a r e  b r i e f i y  r e v i e w e d .  . + 

In % h i s . r e g a r d  judgemen t s  a a d e  a b o u t  the size and s c o p e  of 
d 

manuf a c t o r i e g ,  especial1 secondat  y m a n u f a c t u r i n g ,  i n  t h e  p r o v i n c e  ' a s  
e 

a whole w c e s s a r i l y  refer i n  l a r g e  p a r t  t o  t h e  Vancouver  

area- 

*$ 

s p e c i a l i a d  with a r e l a t i v e  p a u c i t y  of secondary m a n u f a c t u r i n g  ' 

deralopment, I n  the n o s t  c o ~ p r e h e n s i v e  and  best known study of the 



p r o v i n c e  a s .economic s t r u c t u r e ,  for exa  n p l a ,   beater ( 1973, 3 )  

n o t e d  "In spite of t h e  a p p a r e n t  c o i p l e x i t y  of t ie  economy, t h e  

economic  base of B r i t i s h  C o l u q b i a  i s  i n  f a c t  r e l a t i v e l y  n a r r o w  a n d  
4&.p - 

s imp leN.  w i t h  t e s p e c t  t o  t h e  n a r ~ f a c t u r i n ~  .- sector, the author 

o b s e r v e d ,  op the basis of a a e t a i l e d  i n v e s t i g a t i o n  of i n d i v i d u a l  

m a n u f a c t u r i n g  a c t i v i t i e s ,  using 1961 c e n s u s  d a t a ,  that it p r i ~ r i l y  - 

+ 
i n v o l v e s  t h e  e x t r a c t i o n  &d p r o c e s s i n g  of a feu n a t u r a l  r e s o u r c e s ,  

p r i n c i p a l l y  forest and ~ i n e r a l  r e s o u r c % s ,  R e  c o n c l u d e d  t h a t  
- - - - -  

-- - - - - - - -- - 
- -- --- - - - --- - - - 

manufac tur in 'g  employment i n ,  B r i t i s h  Columbia i s  d i r , e c t l y  a n d  
* 

i n d i r e c t l y  more d e p e n d e n t  on  r e s o u r c e  e x t r a c t i o n -  and processing t h a n  .? 

is  t h e  rest of Canada, A l though  p r o v i n c i a l  in f o c u s ,  t h e  above-  v i e u s  

expGss;d. - + 'by S h e a r e r  h a v e  been e x p l i c i t l y  a d o p t e d  i n  t h e  c o n t e x t  of - - 

the .-bncooror m t r a p o l i t a n  ar3h. Thus  i n  a s t u d ?  b a s e d  on in fo rmix t ion  
f - < .i . - 

- - - -cofZecte+ in the +id--+960 , s  - ( a n d - h e f o ~ , , S t e e & b 7  1, p. 2 5 7 )  found 

t h e  u r b a n  r e g i o n ' s  manuf a c t u t i n g  structure to; b e  " d e c e p t i v e l y  na r row 

,,,, r e t a i n s  a marked emphasis o n  first stppe r e s o u r c e  p r o c e s s i n g ,  

p a r t i c u l a r  lp i n  r o o d  and food ,  p r o c e s s i n g  n d u s t r i e s " .  E s s e n t i a l l y  4 
p& Greater Vancouver  as Steed an  ll S h e a r e r  i n t e r p r e t  manafac t u r i n  

p r i n c i p a l l y  - c o m p r i s i n g  (a) a n  i m p o r t a n t  b u t  narrow r e s o u r c e - b a s e d  

e x p o r t  sector a s s c k i a t e d  wi,th some l i t l k e d  a c t i v i t i e s  a n d  (b) a  small 

a n d  somewhat i n e f f i c i e n t  s e c o n d a r y  aannf  a c t o r i n g  sector s e r v i n g  
---- - -- 

p r i n c i p a l l y  B r i t i s h  C o l u n b i  a  m a r k e t s -  
-- 

While t h e  a b o v e  view o f f e r s  what migh t  be termed as colhventional 
F 

" i s d c a ,  other i n t e r p r e t a t i o n s  have  'given more emphasis to t h e  growth  

and d i v e r s i t y  of m a n u f a c t u r i n g ,  A t  t h e  provincial l e v e l ,  for example, 



Denike  and L e i g h  (1972, p, 80) a ~ l d  Denike ( 1 9 9 8 ,  p, 4 8 )  stressed t h e  

, resilience and  i n t e r c o n n e c t e d n e s s  of t h e  e c o n o r i c  sectors, i n c l u d i n g  

m a n u & c t n r i n g  i p  a  mann%r somewhat c o n t r a r y .  t o  t h e  v i e w s  e x p t e s s e d  by 

S h e a r e r ,  These  s t u d i e s  a d m i t t e d 1  y d i d  n o t  e x a m i n e  m a n u f a c t u r i n g  i n  

a n y  g r e a t  d e t a i l ,  N e v e r t h e l e s s  i n  a n  earl ier  a n a l y s i s  Ingram (1958) 

d i d  describe the e v o l u t i o n  o f  s e c o n d a r y  l a a n n f a c t u r i n g  i n m s t r y  i n  t h e  - 

- A 

p r o v i n c e  a n d  n o t e d  t h e  g r o w t h  o f  t h e  r e s o u r c e  l i n k e d  t r a n s p o r t  

e q u i p m e n t  and  forest e q u i p m e n t  i n d u s t r i e s  i n  s o u t h  w e s t e r n  British 

s e r v e  local  consumer  m a r k e t s  i n  t h e  n a t i o n a l l y  i s o l a t e d  ~ a n c o . n v e r ,  

a r e a  from as e a r l y  a s  t h e  189OVs,  S i m i l a r l y ,  i n  a s t u d y ,  s p e c i f i c a l l y  

on t h e  i n d u s t r i a l  d e v e l o p m e n t  of Vancouver ,  which used  employment 

d a t a  for  d i f f e r e n t  y e a r s  be tween  t h e  1930's and 1 9 5 0 e s ,  HcGovern 

(1961, p, 199) o b s e r v e d  t h a t  a l t h o u g h  d u r i n g  t h e  1930's t h e  

i n d o s t r i a l  s t r u c t u r e  was s p e c i a l i z e d ,  with t h e  wood b a s e d  industries , 

dominating, it h a s  p r o g r e s s i v e l y  become more d i v e r s i f i e d -  I n  
a 

p a r t i c u l a r ,  he  noted t h a t  t h e  wood based i n d u s t r i e s  h a d  been 

c o r p l e n e n t e d  b y  t h e  r a p i d  g rowth  of f o o d  i n d u s t r i e s ,  s h i p b u i l d i n g ,  

p r i n t i n g ,  p e t r o l e u m  r e f i n i n g ,  bakery p r o d u c t s ,  c l o t h i n g  a n d  s h e e t  

metal i n d u s t r i e s ,  ' a 

T h e  d i s a g r e e m e n t s  a b o u t  the i n d u s t r i a l  s t r u c t u r e  of t h e  r e g i o n '  

€ ~ ~ a r a b l e  view on d i v e r s i f i c a t i o n  i n  Vancouve r ,  follows from h i s  

e r o l a t i o n a r y  p e r s p e c t i v e  w h i l e  S t e e d ' s  e m p h a s i s  on t h e  e x t e n t  to 

which t h e  area is  s p e c i a l i z e d  reflects i m p l i c i t l y  a s t a t i c  c o r p a r i s o n  $' 

Z 



- -- 

w i t h  t h e  rest of Canada. A s  s&, b o t h  v iews can be-aocepted &-;he 

e x t e n t  t b a t  h i s t  o & c a l l y  i a n c o u v e r  h a s  d i v e r s i f i e d  aronnd t h e  export 

base whi le  its eaployment  ' d i s t r i b u t i o n  is  l i m i t e d  t o .  relatively f e w  
>i 

c a t e g o r i e s ,  In $,act a s L T a y l o r  (1967) ' h a s  p o i n t e d  out t h e  concept o f  
A 

d i v e r s i f i c a t i o n  e x h i b i t s  c o n s i d e r a b l e  a n b i g u i t y  i n  the l i t e r a t u r e  and 
5 i 

is e x p l i c i t l y  d e f i n e d  i n  s e v e r a l  d i f f e r e n t  ways i n  empirical - 

. -- - -  
a n a l y s i s ,  C l e a r l y  d i v e r s i f i c a t i o n  s h o u l d  be d e f i n e d  explicitly for 

e m p i r i c a l  purposes,  P r e f e r a b l y  s u c h  a d e f i n i t i o n  s h o u l d  d e r i v e  from a 

s p ~ ~ ~ ~  conmsptUzat ion  -ofthe_pzoceggsf d i v e r s i f i c a t i o n .  - - -- I n  this --- 

c o n t e x t ,  the s t a p l e s  thesis of r e g i o n a l  economic growth offers  a 
.I 

u s e f u l  and a p p r o p r i a t e  p o i n t  o f  d e p a r t u r e  and one which i n t e r p r e t s  

d i v e r s i f i c a t i o n  n o t  o n l y  in terms. of t h e  r e g i o n ' s  a c t i v i t  p mix, but 

'e_ a l s o  i n  terms of t h e  i n k a g e  between a c t i v i t i e s ,  

Iith i+s roots i n  the works of Canadian  h i s t o r i a n s ,  n o t a b l y  

I n n i s ,  the s t a p l e s  t h e s i s  a s  a p p l i e d  i n  t h e  c o n t e x t  of r e g i o n a l  

economic growth is p r i ~ c i p a l l y  concerned  w i t h  t h e  p a t t e r n  o f  economic 

d e v e l o p m ~ t  which a r i s e s  from e x p o r t - l e d  growth i n  commodi t ies  

(staples) ih a  newly s e t t l e d  l a n d  (Uatkins,  1963).  This 
3 

i n t e r p r e t a t i o n  o f  r e g i o n a l  economic development as  Wat k i n s  f n r t h e r  

elbborates is -- concerned  w i t h  t h e  i n i t i a t i o n  and the s u b s e g u e s t  

t r a n s n i s s i o n  of growth p r o c e s s e s  in a r e a s  which d o  n o t  suffer from 
9 

p o p u l a t i o n  p r e s s u r e  problems (i. e., f a v o o r a b l e  manlland r a t i o )  , hdve 



a n  a bqence  o f  i n h i b i t i n g  , t r a d k t f  ons, h a r e  grown up  w i t h i n  t h e  

f ramework  of c a p i t a l i s t  i n s t i t u t i o n s  r e s p o n d i h g  t o  p r o f i t  maximizing 

o p p o r t u n i t i e s  i n  which f ac to rs  o f  p r o d u c t i o n  are c h a r a c t e r i s t i c a l l y  * 

v e r y  n o b i l e ,  Therefore, w h i l e  t h e  s t a p l e  t h e s i s  model is c o n c e p t a a l l y  

c l o s e l y  r e l a t e d  t o  e x p o r t  base t h e o r y  ( l o r t h ,  1961) , i t s  a r v  
- 

refers = d i r e c t l y  t o  Capad ian  e i p e r i e n c h  I n  recent y e a r s  At h a s  been, - 
-. -. - - 

used a s  a  f ramework for an h i s t o r i c a l  a n a l y s i s  of a a n n f a c t a r i n g  

c h a n g e  i n  S o u t h e r n  O n t a r i o  between 1851 and 1891, by Gi lmour  (1972) . 

ass i + e c n  t t + ~ ~ - f - i s a ~ i = y - ~ i ; k - m s g a ~ ~ ~ ~  iww--~y--- -- - 

g r o u t  h, 

While t h e  s t a p l e s  t h e s i s  was o r i g i n a l l y  d e s i g n e d  t o  e x p l a i n  t h e  

i n i t i a l  and e a r l y  p a t t e r n  o f  g rowth  i n  newly '  s e t t l e d  areas. 3ts 

s p e c i f i c  r e l e v a n c e  f o r  t h i s  thesis is t h e  manner i n  which it e x p l a i n s  

t how e x p o & - ~ k d  g r o w t h  s t i m u l a t e s  t h e  rest of t h e  economy i n  terms of 

i n d u s t r i a l  l i n k a g e ,  A c c o r d i n g  t o  t h e  staples i h e s i s ,  r e g i o n a l  

economic  g r o e h  occurs a s  a d i v e r s i f i c a t i o n  process a r o n n d  t h e  e x p o r t  

base(s) .  T h u s  a successful e x p o r t  sector sets i n  motion a cumulative 

, m u l t i p l i e r  aechan i sm v h i c h  expresses itself i n  the growth  of the 
0 

o t h e r  sectors of the economy, I n  fact these o t h e r  sectors may 
., 

e v e n t u a l l y  become s o r e  i r p o r t a n t  t h a n  t h e  e r p o r t  sector i t s e l f ,  
z% 

c o r i s e q n e n t l  y, o v e r  time j e n d o g e n o u s  l e d  g rowth  i n c r e a s e s  i n  

imprtance_and i n t e r r e 8 & m a l l i n t a - g e s  are. i n c r e a s i n g l r r  complemented 
,' 

bp i n t r a - r e g i o n a l  l i n k a g e s ,  E s s e n t i a l l p  %he impacts of the e x p o r t - l e d  

g r o w t b  are t r a n s m i t t e d  t o  t h e  . o t h e r  sectors of t h e  economy t h r b u g h  

t h e  o p e r a t i o n  of backward,  f o r w a r d ,  and  f i n a l  demand l i n k a g e s  so t h a t  



1 
>< * 

-- 

i t  %d by t& e s t a b l i s h m e n t  of t h e s e  l i n k a g e s  t h a t  d i v e r s i f i c a t i o n  , * 

o c c u r s ,  Prom a dynamic  p e r s p e c t i v e ,  backward l i n k a g e s  are i n v e s t m n t s  
4 

/ i n  a c t i v i t i g s  v h l c h  s u p p l y  i n p u t s  t o  t h e  e x p a n d i n g  export sector. - 
B u i l d i n g  of t r a n s p o r t  s y s t e m s  for c o l l e c t i o n  of__t&e-  staple h a s  *een 

fS 

mentioned ify' V a t k i n s  (1963, p. !45) a s  t h e  most i m p o r t a n t  e x a m p l e  of 

a backward l i n k a  g a  In, i a n c o n v e r  some w e l l - k n a ~ n .  e x a ~ p l e s  of 
- -  3 

backward ly  l i n k e d  r a n u f a c t u r i n g  a c t i v i f i e s  a r o u h d  t h e  forest p r o d u c t s  

gectsr a r e  t h e  t r a n s p o r t  a n d  equ ipmen t  and l o g g i n g  machinery@ sector. 

goods  using o n t p n t s  from t h e  p r i m a r y  sector: I n s t e a d  of t h e  e x p o r t  of 

t h e  more or less u n p m c e s s e d  raw m a t e r i a l s ,  t h e . s e ' a c t i r i t i e ;  g rodqce  
* +s 
ner c o m m o d i t i e s  o a t  of raw materials -and thus add more v a l u e  to  t h e  
PC> 

prod'qcts.  T h e  wooden f u t n i t  u r e  ' i n d u s t r y  and  the p r e f a b r i c a t e d  h o u s i n g  
it 

i n d u b t r y  may be cited as'exam* of f o r r a r d  linkage a k t i v i t i e s  

- - 
pp-p--.----- -- - 

- ~ ~ o ~ d - - a r o u n ~ t - h ~ e r p o r t b a s e d ~ ~ = e s t s t ~ p l  of Vancouver.  The 
- - ,  

f i n a l  demand l i n k a g e s  a re  t h e  i n v e s t m e n t s  i n  t h e  p r o d u c t i o n  of '  
k 

consumer  goods ,  p r i m a r i l y  f o r  local consumpt ion ,  T h e s e  o c c u r  because 
" - 

>&led g r o w t h  g e r e r a t e s  p o p u l a t i o n  i n c r e a s e i  and  t h i s  p o p u l a t i o n  

g rowth  r e a c h e s  t h e  t h r e s h o l d .  le e l  for  i n c r e a s i n g l y  h i g h e r  order 
CC 

/ 
goods, F i n a l l y ;  w i t h  time i n t e r n a l l y  g e n e r a t e d  g rowth  will l i k e l y  - 

b e c o n e  more i m p o r t a n t  a n d  t h e  r e g i o n  less r e l i a n t  upon exogenous  - 

Ia g e n e r a l ,  t h e  e x t e n t  t o  which 'forvard, backward ,  and final 
-- -- 

d e s a n d  l i n k a g e s  are g e n e r a t e d  d e p e n d s  o n  a v a r i e t y  of fac tors ,  

i n c l u d i n g  t h e  n a t u r e  o f  t h e  s t a p l e  itself; t h e  e x i s t e n c e  of 



x P 

, a p p r o p r i a t e  l o c a t i o n  f a c t o r s ,  a n d  t h e  i n s t i t u t i o n a l  f ramework  for 

deve iqpmen t  i n  t h e  r eg ion .  S t a p l e s  v a r y  i n  thei-r a b i l i t y  + p r o d u c e  

l i n k e d  a c t i v i t i e s  For same s t a p l e s  l& s c o p e  for  b a c k w a r d l y  

l i n k e d  a c t i v i t i e s  are p o s s i b l e  due t o  t h e  simple n a t u r e  of t h e  

e x t r a c t i o n  and r e f $ n i n g  p r o c e s s  a n d  t h e  p r o h i b i t i v e  economic  costs of. 
---. 

p r o d u c i n g  them locally. Pot o t h e r  ~ & ~ l e s ,  the further p r o c e s s i n g  of 
- - - -  - 

- t h e  p r i m a r y  rav materials by f o r w a r d l y  l i n k e d  actirit ies l o c a l l y  may 

, . be uneconomic  b e c a u s e  of t h e  r e l a t i v e l y  g i g h  d i s t r i b u t i o n  costs, l a c k  

of E m & Z - e &  lahmrT=-- adeg=~-snppiy-msk-Ca-l--- 
* 

a a d & % t r e p r p n e u r s  and t h e  i n a d e q u a t e  s i z e  o f  t h e  local  market .  The 

e a r l y  s t a p l e s  of B r i t i s h  C o  mbia l i k e  f u r  a n d  gold t h u s  g e n e r a t e d  t"- # 

l i t t l e  o r  no  i n d u ' s t r i a l l p  l i n k e d  a c t i v i t i e s  i n  British Columbia. I n  
> L/ 

' cont ras t ,  t h e  l i k e  f i s h e r i e s  a n d  f o r e s t r y  g e n e r a t e d  

c o n s i d e r a b l e  s h t B e  e s t a b l i s s m e n t  of l i n k e d  a c t i v i t i e s  1 - - - - -- - - - - - - - - -- -- - - - - - - - - - - 

w i t h i n  the r e g i o n ,  The s u c c e s s ' o f  t h e  l i n k a g e s  p r o d u c e d  b y  t h e  forest 

a n d g b h e ; i e s  i n d u s t r i e s  a l s o  i n c r e a s e d  t h e  s i z e  of t h e  domestic 
- # +  

m a r k e t  which, i n  t u r n ,  a l l o w e d  t h e  growth  of f i n a l  demand t y p e  

a c t i v i t i e s  such as  b r e w e r i e s  and many o t h e r  p r o d n c t s ,  Apar t  from t h e  - - 
n a t u r e  o f  t h e  s t a p l e  i tself,  as S a t k i n s  notes, t h e  s u p p l y  of 

e n t r e p r e n e u r s  a b h  t o  p e r c e i v e  a n d  e x p l o i t  m a r k e t  o p p o r t u n i t i e s  is 

critical t o  t h e  derel 'opment  of new m a n u f a c t u r i n g  a c t i v i t i e s ,  I n  newly 
Q 

~ i 0 r t ~ ~ C ~ y ' I ~ i t  its l i k e  V-e 
8 - 

-a''-* orrcllnally -me from -e, L 
. - 

u r b a n  a n d  r e g i b n a l  growth,  a n  i n d i g e n o u s  s u p p l y  of e n t r e p r e n e u r s  n a y  

be f o r t h c o m i n g  and t h e  n e u l p  e m e r g i n g  c e n t r e s  may Sake on a n  



i n c u b a t o r  f u n c t i o n  t p p i c a l l y  a s s o c i a t e d  with long e s t a b l i s h e d  
- 

i n d u s t r f  a 1  core' area& 

. The i m p l i c a t i o n s  of t h e  above comments are that t h e -  
ri 

d i v e r s i f i c a t i o n  pr&ss- around  - t h e  e x p o r t  sectors s h o u l d  n o t  be  
* 

r e g a r d e d  a s  au$olrat ic ,  In g e n e r a l  d i v e r s i f i c a t i o n  may be arrested b y  

f a i l u r e  t o  a t t r ac t  a p p r o p r i a t e  labour and. e n t r e p r e n e u r i a l  sM&ls_,_ by  

i n c r e a s e s  i n  economies  of scale or improved t r a n s p o r t a t i o n  vhich 

s e r v e  t o  f a v o u r  , e x i s t i n g  p r o d u c e r s  i n  e s t a b l i s h e d  regions, t h e -  lack - 
- - - - - - - - - --- -- 

of snf f i c i e n t  domes t ic  market  p o t e n t i a  G i n f  l a t i o n a r p  t e n d e n d i e s  

c a u s e d  b y  too r a p i d  growth i n  t h e  e x p o r t  sectors and b y  t h e  ' 
n 

4 8  . _ - d e r e l o p h e n t  of h i g h  l e v e l s  of e x t e r n a l  c o n t r i l .  I n  this latter 

regard,  if gro w t f i  is accompl i shed  p r i m a r i l y  b y  the e S t a b l i s h m e n t  of - 

branch p l a n t s  which s u b s t i t u t e  c o r p o r a t e  for local l i n k a g e s ,  demands 

for local p r o d u c t i o n  of goods  and  s e r v i c e s  w i l l  be suppressed .  For 
- - - - -- - - - -- -- - - -- - - - - -- 

these a n d  o t h e r  r e a s o n s ,  t h e n ,  r e s o u r c e - . r i c h  r e g i o n s  may f a l l  i n t o  a 

- "staple trapt (Watkins,  1963, pt 151) r e s u l t i n g  i n  stagnation and 

d e c l i n e  i n  g r o w t h ,  

The f a c t  t h a t  d i v e r s i f i c a t i o n  c a n n o t  be a c c e p t e d  as an 
1 

autonomaus  process, of c o a r s e ,  u n d e r l i n e s  t h e  need for  e m p i r i c a l  

i n v e s t i g a t i o n .  Prom the above brief rev iew of the s t a p l e  t h e s i i s ,  - 

% however, it is clear  t h a t  d i v e r s i f i c a t i o n  is not a n n i d i m e n s i o n a l  
% 

process, T E u s d i r e r s i f i c Z t i o n  c a n  o c c u r  in s e v e r a l  ways, I n  

pb-rt- - CAn as  
. . 

I 

a t t r a c t i o n  of new a c t i v i t i e s  t o  an  area  which (a) r e p r e s e n t  

Backuardly Zi l sket l  a c i v i t i e s  to t h e  e s t a b l i s h e d  export. setter fb) 



* f o r w a r d l y  l i n k e d  a c t i v i t i e s  t o  t h e  e x p o r t  sector: tc) acfirities * # - -  

which are set up to  serve t h e  l o c a l  consumer market. I n  a d d i t i o n ,  it 

s h a u l d  b e  r e c o g n i s e d  t h a t  (d )  new e x p o r t - o r i e n t e d  i n d u s t r i e s  u y  ,be 

e s t a b i i s h e d '  i n v o l v i n g  either p r i m a r y  or s e c o n d a r y  n a n a f a c t u r e r s  and 

t h a t  t h e s e  new e x p o r t  a c t i v i t i e s  may d e r i v e  from p r e v t o o s l y  
/- 

e s t a b l e h e d  f o r w a r d  and backwardp linkages. f rt &W-words ,  the - 

C I 

c a t e g o r i e s  are n o t  mutua l ly  e x c l u s i v e .  On the o t h e r  hand new - 

C a c t i v i t i e s  may b e  of a - f o o t l o o s e  t y p e  and represent a  r e l a t i v e l y  new 

f rayswork ,  howeser,  is t h a t  d k s i f i c a t i o n  is  d e f i n e d  both in terms 

of the c h a r a c t e r i s t i c s  o f  t h e  new activities (e, g- , t e c h n o l o g i c a  l 

c h a r a c t e r i s t i c s )  and t h e i r  l i n k a g e s  with o t h e r  sectors of t h e  
* 

economy, 

G e n e r a l l y  speaking most r e s e a r c h  o n  r e g i o n a l  and urban 

, d i v e r s i f i c a t i o n  h a s  a d o p t e d  c e n s u s  d e f i n e d  categories as t h e  u n i t  o f  
0 

a n a l y s i s  and a c o b p a r a t i r e  s t a t i c  perspectire. I n  this r e g a r d  the 

v a r i o u s  c o a a p a r a t i v e  s t a t i c  measures  of d i v e r s i f i c a t i o n  which have 

been developed have  p r o r i d e d  pskfo l  i n s i g h t s  i ~ t o  o v e r a l l  s h i f t s  i n  a 
f 

r e g i o n a l  economic s t r u c t u r e .  Boaever, i n  a d i l i t i o n  to  prob lems  od 
- - -  - . 

i g & e g a t i o n  such an  approach  does n o t  provide i n f o r m a t i o n  on t h e  

processes of  c h a n g e  o r  o n  t h e  nature o f  i n d u s t r i a l  l inkage .  A p r o p e r  . - 
u n d e r s t a n d i n g  ,of t h e  c o n c e p t  of d i v e r s i f i c a t i o n .  however, r e q u i r e s ,  

- > \  - - - 



on t h e , b a s i s  of t h e  a r g n m n t  presen ted ,  inforration on t h e  -& 

.2 .& 
c h a r F * r i s t i o g  of n e p l y  'e;tablish&d mandfactur ing activities and i n  . ; , - , a," - 

B 

p a r t i c n l  ar t h e i r  l inkage  c h a & t e r i s t i c s .  leu man Wac taring 

- e s t a b l i s h m e n t s  c a n  be founded 
1 9- a r f e t y  of wajs, inc ladfeg by t h e  - as + 

- @ 

c r e a t i o n  of new (an& sma l l )  f i ras ,  e s t a b l i s h r e n t  of branch pla 'n ts  of 
I ' 

e x t e r n a l l y  located  firms, and also b_lt t& gtablighmapt of branch - -  --- 

last two or three years a f e u  p ionee r ing  s t u d i e s  h a r e  attempted to 

e x p l o r e  t h e  r e l a t i o n s h i p  between ' B i v e r s i f i c a t i o n  an& regional 
- - -- - 

development b) t h e  monitoring of t h e  characteristics 

es t ab l i shmen t s ,  s p e c i f i c a l X y  t h o s e  involved i n  t h e  

firms fe-g, Firn E Swales ,  1979; Johnson E Cathcart, 1979)- 
&.A' 

I n  t h i s  thesis t r a d i t i d n a l  coaparat ive  s t a t i c  neasares of  

d i v d r s i f i c a t i o n  are used a s  a  c o n t e x t  and p o i n t  of depar tu re  f o r  q 

---tak%d i n v e s t i g e t i a n  o f t h e  h ht igge  
' 

3 
beba r fou r  of , t h e  newly e s t a b f i s h e d  manufactur ing p l a n t s ,  I n  

- ---  

p a r t i c n l a r ,  t h e  main emdirical objectires of the stady are: 

(a) To c r i t i c a l l y  examine. t h e  concept  of d i v e r s i f i c a t i o r r  as / 

t r a d i t i o n a l l y  used i n  t h e  literature andl to  c a l c u l a t e  & e l e c t e d  
1 

somma2y indexes of d i v e r s i f i c a t i o n  of V a n c o a r e r * ~  i n d u s t k a l  I 

8. 

s t r u c t u r e  between 1961 and 1971, 

(b) T o  examine the process of d i v e r s i f i c a t i o n  of Vancoayer's 
- 

i n d n s t r i a l  structure anring the ~ W O W S  b y  i n t e r v i e w i n g  a sample of 

plants formed i n  . t h e  Vancouver metr-opolitan area over tim p a s t  74 

years in , '  order t 'o  determine their size, o r g a n i z a t i o n a l  strrrctare, and - 



farwardly IinLeh growth, backwardly lXnked-gro-h, cormsurer market - 
orientation, o r  new erport W t i v i t i e s  _ - 

T o  fu l f i l l  t h e s e  o b j e c t i o e s ~ f h e  next chapter reviews- s e l e c t e d  
, - 

i .  

.. conventional s t a t i c  d i v e r s f  f i c a t i o n  measures (Chapter 11). The third 

chapter  examines, i n  genekal terms, t h e  role of the new nanuf ac tur ing  
- - 

.- e s t a b l i s b m a n t s  i n  theL r e g i o n a l  d i v e r a f  i c a t i o n  psocessve (th<&tUer T ~ I - ) . ~  - - - -  " - - - - . u - - A - - - - - - - - u u < L  - -  - 
f hu- 

These chapter s  Eroride the basis for t h e  empirical a a a l y s i s  o f  "the 
i 

\ thesis which c o n s i s t s  of an a'ggxegate a ~ l p i s  o$ s t a t i s t i c a l  - -  
patterns of emplopea t '  dirersif ication i n  ~ a n c o u v e r  '(Chapter ZV) 

, I 

and 

a micro analysis of the results of t h e  sample surrey o f  new 
*- 

manufacturing e s t a b l i s h a e n t s  {Chapter V). The thesis i s  completed by - . 3&arY of resalts  and a  b r i e f  d i s c u s s i o n  of i . p l i c a t i o n s .  

1 
. J a  

pat% Sources 
9% - -- - -- - - 
& ." 

Data for t h e  research h a s  been aerired primari ly  f t o n  two 
I 

r 
sources, nape ly  Census data and ques t ionnqire  survey, 

I 

a. Ceasw Bata: The Census of Canada p u b l i c a t i o n s  numbers 9 4  - 519 

Ser-letsopolitan Area* and ' ~ n d u s t r i e s '  by Sex for Census metropol i tan 

areas1 r e s p e c t i v e l y  prowipe t h e  most d e t a i z e d  publ i shed  e m p l o p e a t  
. . 

&a- r m l  f a ~  

1, r. a t  

intervals  and t h e  on ly  measare of manuf a c t u r i n q  a c t i v i t i e s  i s  
1 



r- . 
-- 

, . e ~ ~ p l o y m e n t  ,. t h e  di sc la snre -  r u l e  iq rarely invoked,  so that 

i n f o r m a t i o n  is relatively comple te ,  I n  any 'ca& there -ig no other .  

Census- s o u r c e  of data which' p a b l i s h e s  a a n n f a c t u r i n g  d a t a  a t  t h e  
. % 

aetropol i tan leve , l .  S t a t i s t i c s  for Canada a s  a whole for the y e a r s  
* - ' were obtained from p n b l i c a t i o n  numbers' 94 - 5 18 and 94 - 790. e n t i t l e d  

' 

\ 

w.~ahar Force: Industries b y  Sex - Canaha and Provinces* and 
- -  - 

- - -  
-i *Indost+es  by Sex- for Canada, Regions dnd' P r o v i n c e s t  r e s p e c t i v e l y ;  

fit t h e  time of the survey,  t h e s e  were d a t a w , o r  the most. r e c e n t  p e r i o d  

- by administering a q u e s t i o n n a i r e  t o  a  rahdoaly  s e l e c t e d  number of new + - 

n a l a k a c t  nrin ertabl i shmedt  r founded s i n &  1966 i n  t h e  region. The 
C 

q u e s t i o n n a i r e  uas d e s i g n e d  t o  el ici t  i n f o r m a t i o n  on t h e .  g e n e r a l  - 
i h a r a c t e s i s t i c s  of . t h e  firms, a g., e n t r e p r e n e u r s h i p ,  size, l o c a t i o n  

andpertaining -to- f heir l i a h a g U + h v a n r n l r  =vis=a=&seLseuheze -- -- -- -- 

i n  terms of .(a)* h p o t - o a t p o t  linkages (b) c a p i t a l  goods  l i n k a g e s  and 
' 

(c) s e r v i c e  l i n k a g e s  a s  measured 'by d o l l a r  value- A s  will be * 

%! d i s c u s s e d  in C h a p t e r  8 ,  it was i m p o s s i b l e  ts specify t h e  c o r r e c t  size . 

02 the p o p u l a t i o n  of new firms i n  Vancouver, n e v e r t h e l e s s  t h e r e  is no 

reason t o  suppose  a n y  s y s t e m a t i c  b i a s  i n  the application of t h e  . 

sample except a  s l i g h t  t e n d e n c y  to f a v o u r  small-scale o p e r a t i o n s ,  

which is a c h a r a c t e r i s t i c  af a l l  unmodif ied randon  s a ~ p l e  ifesigns. 
- -  - - - -- P- - - - - 



in t h e  l i t e r a t u r e  on g r o v t h  and development  t h e  p o t e n t i a l  

i m p o r t a n c e  of d i v e r s i f i c a t i o n ,  i n  e n s u r i n g  f l e x i b i l i t p  and s t a b i l i t y  

i n  i n d u s t r i a l  p a t t e r n  has been recognf  zed o n l y  i n  c o n p a r a t i v e l y  
4 

recent t i n e s ,  For the most p a r t ,  c o n v e n t i o n a l  economic wisdom h a s  

s e l f - s u f  ficiency t o  s p e c i a l i z a t i o n  in prod o c t i o n  and a  concomi tan t  

i n c r e a s e d  r e l i a n c e  upon t r a a e  h a s  t r a d i t i o n a l l y  been t h e  p a t h  t a k e n  . 
by regions and cities i n  a c h i e v i n g  g r e a t e r  p r o d u c t i v i t y  and inkme. .  

The b e n e f i t s  of- s p e c i a l i z a t i o n  - t h e  d i v i s i o n  of  l a b o u r  - f o r  

t" , i n c r e a s i n g  society's w e a l t h  were OT c o u r s e  r e c o g n i z e d  l o n g  ago,  
- -- - - - - -  --- -- -- - - - - - - - - 

n o t a b l y  by Adam S a i t h -  As Lloyd and  Dicken (1972, pp- 266) summarize, 

s p e c i a l i z a t i o n  l e a d s  to g r e a t e r  producf  ivi ty* th rough  increased 
4 

d e x t e r i t y  of workers ;  s a v i n g s  -of the t i m e ' w h i c h  i s  commonly l o s t  i n  
> 

p a s s i n g  f r d m  one tpFe of  work t o  a n o t h e r  and t h e  c a p a b i l i t y .  o f  

e q u i p p i n g  s p e c i a l i s t  w o r k e r s  w i t h  e q u a l l y  s p e c i a l i z e d  machines- 

There  is ' n o  q u e s t i o n  that s p e c i a l i z a t i o n  and p r o d u c t i v i t y  a r e  

i n t h a t s l y  linked l f l t h o p g h  t h i s  i s  n o t  t o  M y  c o n t i n u e d  i n c r e a s e s  i n  

sp-e~-&~~~ra*n~-nrariablp lepd t o  p r o d u c t i v i t y  i n c r e a s e s ) ,  

s p e c i a l i z a t i o n  c a n  c r e a t e  problems 

specialized regions are F d l n e r a b l e  

and t h a t ,  f o r  example, highly 

to t h e  c ~ c l i c  f l n c t o a t i o n s  i n  



.demand c a u s e d  by s h i f t s  i n  consumer t a s t y  or  a p p e a r a n c e  of 

s u b s t i t u t e  p r o d u c t s ,  I e r e r t h e l e s s  e v e n  a s  l a t e  as t h e  1 9 3 0 m s ,  

a p p a r e n t l y  t h e r e  vbs c o n s i d e r a b l e  o p ' p o s i t i 6 n  to g o v e r n r e n t  

i n t e r v e n t i o n  t o  s t i m u l a t e  d i v e r s i f i c a t i o n  i n  s p e c i a l i z e d  regions 

which  h a d  e x p e r i e n c e d  d i f f i c u l t i e s .  C-hisbolm a n d  Oeppen (1973, p. 18) 

f '  I 
thus- o b s e r v e d  i n  t h i s  c o n n e c t i o n ,  " a l t h o u g h  n t h e  1930's there' was a 

c o n s i d e r a b l e  d i s c u s s i o n  of d i v e r s i f i c a t i o n  as a m w n s  for r e d a c i n g  

' unemploament  i n  d e p r e s s e d  areas, the classical  d o c t r i n e s  of economic  
* 

t h o u g h t  - t h e  idea o f  c o m p a r a t i v e  a d v a n t a g e  i n  t h e  t h e o r y  of 
- - - - - - - - -- - - - -- - - - - -- - 

- - - - -  
- 

i n t e r n a t i o n a l  t r a d e ,  t h e o r i e s  of l o c a t i o n  of 
, 

sca le  production - a l l  p o i n t e d  towards r e g i o n a l  s p e c i a l i z a t i o n  a s  a 

meam of economic  e f f i c i e n c y .  D i v e r s i f i c a t i o n s  as a n  aim of p o l i c y  was 

n o t  a r e s p e c t a b l e  p r o p o s i t i o n  w i t h i n  t h e s e  terms of r e f e r e n c e . "  
h 

t * 
S o c i a l  d i s t r e s s  i n  the s p e c i a l i z e d  r e g i o n s ,  however ,  remained 

d i v e r s i f i c a t i o n  o f  t h e  economic  b a s e  as an a p p r o p r i a t e  strategy of 

developm&t.  It 'was a s s u a e @  t h a t  regions w i t h  d i v e r s e  t y p e s  of 
b 

i n d u s t r i e s  c o u l d  better h a n d l e  t h e  p r o b l e m  of e c o n o a i c  f l n c t n a t i o n s ,  - L 

k 

i n  t h a t  c o n t r a c t i o n  and d e c l i n e  i n  p a r t i c u l a r  i n d u s t r i e s  c o u l d  be 

c o m p e n s a t e d  b y  g r o w t h  a n d  e x p a n s i o n  i n  o t h e r  i n d u s t r i e s ,  The Royal  

C o ~ m i s s i o n ,  under t h e  c h a i r m a n s h i p  of s i r  Uontague  B a r l o v ,  which was 

s p ~ c i f i c a l l y  set  up to e r a m i n e  the p tdb lems '  of th'e h a r d  h i t  
- - - - - - - - - 

i n d u s t r i a l  r e g i o n s  i n  B r i t a i n  t h u s  recommended t h a t  o n e  aim of - 
- - - - - - - - - 

w r e r n m e q t  i n t e r v e n t i o n  i n  i n d u s t r - i a l  deve lopmen t  s h o u l d  be t h e  

ment of a r e a s o n a b l e  b a l a n c e  o f  i n d u s t r i a l  d e r e l o p m e o t ,  as 
= "encOur=a, 



far as p o s s i b l e ,  t 4 r o u g h o n t  tge d i v i s i o n s  and r e g i o n s  of Great 
% . +  

B r i t a i n ,  c o u p l e d  wi tTfFappropr ia te  d i v e r s i f  i c a t i o a  of i n d u s t r  p- i n  e a c h  - 
d i v i s i o n  or r e g i o n  t h r o u g h o u t  t h e  c o n n t r  yn (Royal  Commission, 1940, 

* f 

p. 2 0 6 ) .  

S i n c e  t h e -  1950's  numerous governments a r o u n d  the world i n  b o t h  - . 
r- 

i r t d o s t r i a l i z e d  . an* ' i n d u s t r i a l i z i n g +  c o u n t r i e s  hare accepted t o  vaxying 

d e g r e e s ,  some commit8ent  t o  d i v e r  academic i n t e r e s t  h a s  
\ 

also a c c o r d i n g l y  s h i f t e d  a n d  varians s t u d i e s  on d i v e r s i f i c a t i o n  have 

"i 
\ i n  v a r i o u s  r e g i o n s  and n a t i o n s  a s i z e a b l e  l i t e r a t u r e  on  t h e  c o n c e p t  

o f  d i v e r s i f i c a t i o n ,  i n c l u d i n g  v a r i o u s  ways o f  measur ing  the e x t e n t  of 

r e g i o n a l  d i v e r s i f i c a t i o n  h a s  emerged, T h e  first measures  of < 

d i v e r s i f i c a t i o n  were d e r i v e 4  t o  be used as a means of assessing t h e  

e f f e c t s  o f  r e c e n t l y  i n t r o d u c e d  p o l i c i e s  of d i v e r s i f i c a t i o n ,  I n  
- - - - - - - - - - - 

a d d i t i o r ,  a  nnnber o f  s t u d i e s  u s e d  i n d i c e s  of d i v e r s i f i c a t i o n  to 

exas ine  t h e  e x p e c t e d  p o s i t i v e  r e l a t i o n s h i p  between t h e  d e g r e e  of  

s p e c i a l i z a t i o n  and  r e g i o n a l  f l u c t u a t i o n s  i n  t h e  b u s i n e s s  c y c l e  (0-g .  - 
- 

* P i n i n g ,  1945, 1946, and 1949: N e f f  and ~ e i f e n b a c h ,  1949; B o r t s ,  

i 9 ~ ) ) .  With the n o t a b l e  e x c e p t i o n  ef Conroy (1975) interest seems t o  

hqve waned i n  these ' l a t t e r  k i n d  of s t u d i e s ,  A t  t h e  p r e s e n t  time - 
_ 

d i v e r s i f i c a t i o n  i n d e x e s  a r e  used a s  ~a s i m p l e  d e s c r i p t i v e  summary 

s t a t i s t i c  of i n d u s t r i a l  s t r n c t p r e ' ,  
I 

I 



Compazativg S t a t i c  Indices of -cation 

< 
I n  t h e  l i t e r a t u r e  on r e g i o d q l  i n d u s t r i a l  a n a l y s i s  t h e  use 

\ 
term d i v e r s i f i c a t i o n  h a s  b e e n  somewhat d i f f i c u l t  to i n t e r p r e t ,  

A d m i t t e d l y  it has been q n e r a l l y  a c c e p t e d  t h a t  d i v e r &  f i c a t i o n  
. - 
.&.. 

some ways implies the p r e s e n c e  o f  a m u l t i t u d e  of d i f f e r e d k  

o f .  t h e  

i n d u s t r i e s ,  So fa r ,  however ,  t h e r e  remains n o  way of a e t e ' r n i n i n g  t h e  

ac tua l  number t h a t  c o n s t i t u t e s  an a c c e p t a b l e  g @ m u l t i t n d e @  a n d  e v e n  a n  

acceptaUe ~ f -  chssL EyZng-inilnstx&al a c t i w i t i e s  ----- 
i 

f '  @ d i f f e r e n t  * i n d u s t r i a l  c a t e g o r i e s .  f8&a&triasj% for  example ,  c a n .  ." 

,_ - 
d i f f e r  i n  - t h e i r  p r o d u c t  l i n e s ,  t e c h n o l o g i q s ,  . s u p p l y  a n d  m a r k e t  ' 

linkage p a t t e r n ,  o w n e r s h i p  p a t t e r n ,  management p a t t e r n ,  e c o n o ~ i e s  of 

scale a n d  l a b o u r  r e q n i r e l s e n t s ,  Rouever ,  t h e  r e l e v a n t  d i f f e r e n c e s  i n  . 
J 
-L 

terms of d i v e r s i f i c a t i o n ,  a n d  u l t i ~ t e l y  i n  terms of r e g i o n a l  g r o w t h  

s t a t i s t i c a l  a n a l y s e s  of d i v e r s i f i c a t i o n  h a v e  a d o p t e d  @ i n d u s t r y g  a s  
> 

t h e  t * p i c a l  u n i t  of i n v e s t i g a t i o n ,  I t  s h o u l d  be n o t e d  a t  t h i s  p o i n t  

t h a t  e n p l o y n e n t  has  been t h e  most w i d e l y  u s e d  v a r i a b l e  %in m e a s u r e s  of  

i n d u s t r i a l  d i v e r s i f i c a t i o n ,  It i s  t r u e  t h a t  o t h e r  v a r i a b l e s  l i k e  

v a l u e  added  i n  m a n u f a c t u r i n g ,  t h e  v a l n e  of e x p o r t s ,  c a p i t a l i z a t i o n ,  

v a l u e  of p r o d u c t s ,  c o n s u m p t i o n  of power and vages may be e q u a l l y  +, , 

use-fol ,  The popularity of e n p l o p m e n t  figures l ies i n  t h e  fact t h a t ,  

f irst,  t h e y  a r e  -- t h e  most . e a s i l y  a v a i l a b l e  i n  terms of  p u b l i s h e d  - -- -- 

s t a t i s t i c s  and ,  second ,  n o s t  d i v e r s i f i c a t i o n  r e l a t e d  p o l i c y  m e a s u r e s  1. 

are related t o  the e a p l o y m e n t  stability of r e g i o n s :  '. 



I n  the absence of a u n i v e r s a l l y  accepted d e f i n i t i o n  of  what 

c o n s t i t u t e s  a n  optimum p a t t e r n  of urban  and r e g i o n a l  d i v e r s i f i c a t i o n  

a i n  terms of, for  example,  maximizing a stable rate of i n c r e a s e  of 

employment o p p o r t u n i t i e s ,  most measures  of d i v e r s i f  icat ioo ha re been 
0 

s i m p l e  and a r b i t r a r y .  Fur the rmore ,  a s  T a y l o r  (1967, p.107) h a s  

emphasized d i f f e r e n t  8 e a s n r e s  t h a t  h a v e  been deve loped  imply  

d i f f e r e n t  i n t e r p r e t a t i o n s  of d i v e r s i f i c a t i o n ,  Thus d e f i n i t i o n s  vary 

depend ing  upon t h e  level of a g g r e g a t i o n  of i n d u s t r y , .  whether o r  n o t  

cmcnrbtg o=-=-- d i r e r s l f l c a t i o n -  is e x p l i c i t l y  reipTikSm a p r m  - 

time o r  whether  o r  n o t  r e g i o n a l  and  n rban  d i v e r s i f i c a t i o n  i s  * 

i n t e r p r e t e d  from c o m p a r a t i v e  static p e r s p e c t  iwes, 

The g r e a t  m a j o r i t y  of i n d i c e s  of nrban  and r e g i o n a l  

F d i v e r s i f i c a t i o n  r e p r e s e n t  c o a ~ a r a t i v e  s t a t i c  i n t e r p r e t a t i o n  and t h e y  
v 

c a n  be classified i n t o  two groups,  The f i rs t  g r o u p  c o n p r i s e  a b s o l u t e  
w 

-* -- -- -- -- - - - - - - - - - - - - - 

s e a s n r e s  of d i v e r s i f i c a t i o n  and t h e s e  a r e  d e f i n e d  by  compar ing  t h e  

local i n d u s t r i a l  s t r u c t u r e  w i t h  a h y p o t h e t i c a l  i d e a l  s t r u c t u r e .  i n  

w h i c h  each i n d u s t r y  is c o n s i d e r e d  t o  be of t h e  same i m i o r t a n c e .  It is 

assumed t h a t  a m e a n i n g f u l l y  d i v e r s i f i e d  nrban and r e g i o n a l  i n d u s t r i a l  

s t r t r i i n r e  v i l l  have an e q u a l  p r o p o r t i o n  02 employment i n  e a c h  groupi 

i n t o  which it is d i saggrega ted .  T h e  number and t y p e s  of i n d u s t r i e s  t o  

be e x p e c t e d  depends on t h e  r e g i o n  itself - and d i v e r s f f i c a t i o n  is k 

~ i ~ ~ ~ l - e q n a  1 Ai teasnred i-ff t-ef isof  its d z  n 

deqllqm&h- - pp 

The second  c o m p a r a t i v e  s t a t i c  measure o f  d i v e r s i f i c a t i o n  . 

c o n s i d e r s  t h e  l o c a l  economy t o  b e  f n l l y '  d i v e r s i f i e d  when. t h e  



s t r u c t u r e  of its i n d u s t r y  is i d e n t i c a l  to a so called beach mark 

r e g i o n ,  osualallg t h e  n a t i o n g l  p a t t e r n .  In other words, t h e  n a t i o n a l  P 

p a t t e r n  is assumed as i d e a l  and  t h e  e x t e n t  of d i v e r s i f i c a t i o n  of  a + 

r e g i o n  i s  measured i n  terms of i ts  d e v i a t i o n  from t h e  n a t i o n a l  norm, 
2.- 

S i n c e  i n  t h i s  second group,  d i v e r s i f i c a t i o n  'is measured r e l a t i v e  t o  
k 

t h e  pattern i n  the bench .mark region, t h e y  h a r e  keen  termed as  
b 

u L  

t 
r e l a t i v e  measares of d i v e r s i f i c a t i o n ,  I n  t h e  f o l l o w i n g  sections t h e  

3 -- 
main a b s o l u t e  a n d  r e l a t i v e  measuses o f .  d i v e r s i f i c p t i o n  are first 

d e s c r i b e d  and t h e n  t h e i r  l i m i t a t i o n s  -- uhich a r e  many - are - : - 

documented, - 

E b s o l n t e  Heasures a D i v e r s i f i c a t i o n  

One of t h e  earliest measures o f  d i v e r s i f i c a t i o n  p r e s e n t e d  + i n  the 

t o  e v a l u a t e  t h e  effects of the v a r h i o u s  d i v e r s i f i c a t i o n  r e l a t e d  p o l i c y  

measures  t h a t  had been t a k e n  d u r i n g  the 1930 ' s  &n England. According 

t o  Pergnson  and Forer (1973, pp, 122) the T h e  fo rmula  for t h e  Tress 

Scare can be w r i t t e n  as:  

P = P r s e n t a g e  of total employment i n  r e g i o n  a c c o u n t e d  for  
ij by t h e  j t h  l a r g e s t  c a t e g o r y  of i n d u s t r y  



C = Cumula t ive  sum of p e r c e n t a g e s  up t o  t h e  301th c a t e g o r y  e 

j-1 - 
h The n u m e r i c a l  l i m i t s  f o r  t h e  T r e s s  score l i e  between N x 100 for 

maximum s p e c i a l i z a t i o n  (i,e,- employment c o n c e n t r a t e d  i n  o n l y  one - 

i n d u s t r y )  and 100 (N + 1) / 2 for  t o t a l  d i v e r s i f i c a t i o n  (i-e. 

employqent  d i s t r i b u t e d  e v e n l y  i n  a l l , c a t e g o r i e s ) ,  Thus a r e g i o n 9 s  
- 3 

* .  

i n d u s t r i a l  structure c o u l d  be  classiff ied by its p o s i t i o n  i n  a 

cont inuum d e f i n e d  b y  t h e  v a l u e  f o r  maximum s p e c i a l i z a t i o n  t o  total 
- ,. 

- - - 
- ZiViSisTf ica t ion ,  lE€%oug)l 2 € ~ t u - h a w  b i ~ I t i - r n g  f v t R t ~ w - - '  -- 

Chisholm a n d  Oeppen (1973) t e e e n t i  y  r e v i r e d  interest i n  t h e  T r e s s  

I + &ore i n  a n  a n a l y s i s  of the d i v e r s i f i c a t i o n  p a t t e r n  ia  B r i t a i n  

r 
between 1959 and 1968, It map be n o t e d  t h a t  t h e  main q u a l i f i c a t i o n s  

8 p e r t a i n i n g  t o  t h e  T r e s s  score are , the  l i m i t i n g  v a l u e s  and t h e  r a n g e  
c a 

between maximum s p e c i a l i z ? t  i o n  a n d  aaximnm d i v e r s i f i c a t i o n  varies 
- -- - - - - - - - - - - - - -- -- - - - -- - - - --- 

frcn r e g i o n  t o  region,' unless a  fixed number of  c a t e g o r i k s  i s  

a r b i t r a r i l y  chosen, 

I n  h i s  study of the manufac tu r ing  geography of .%at Vales, + 
Conkling (1362) modi f i ed  t h e  Tress measure t o  remove the d i f  f i c a l t i e s  . 
n o t e d  above- -His index i s  d e r i v e d  f rom a Lorenz  carre, The pe-rcentage 

s h a r e  of employ ment. i n  e a c h  c a t e g o r y  of i n d u s t r y  is  a r r a n g e d  first 

i n t o  an a s c e n d i n g  o r d e r  fro. low t o  h i g h ,  The c n m a l a t i v e  p e r c e n t a g e s  

w e  khes-pZo+%& is t & g m + r e f a l t i w  i n  a d- 

9 l i n e  w h i c h  represents t e even employment d i s t r E b u t i o h  i n  a l l  , 

c a t e g o r i e s ,  T a k i n g  the area of t h e  carre a s  a p e r c e n t a g e  of the a r e a  



of t h e  t r i a n g l e  bounded by the diagoeal ,  Conkliag o b t a i n e d  aa i n d e x  
F 

which ranged From 0 (maxinn. s p e c i a l i z a t i o n )  t o  100 '(aarimam 

d i r e r s i f  s a r e s u l t  of uniform (constant) limiting r a l n e s  

i n  i n t e r r e g i o n a l  c o m p a r a t i v e  studies of 

diversification, On t h e  other hand, its wider use h a s  been prevented 

because the c a l c u l a  tioas are cumbersome, 
i- 

An index d e v e l o p e d  by B r i t t o n  (1 967)' appears  t o  have been more 

wid el^ used so f a r  t h a n  any o t h e r  i n d i c e s  i n  t h i s  g r o u p  of 

o r d p / t  a analy ZP tbe-  dirorsif i c a t i o n  pattern of the Bristol  r e g i o n ,  

B r i t t o n  derived h i s  index i n  t h e  following manner: 

Uhere I i s  t h e  d i v e r s i f i c a t i o n  . i n d e x  f o r  r e g i o n  j; 
j 

P , P , -.- P are t h e  percent  of employment in a 
1 2 n d i f f e r e n t  c a t e g o r i e s  of  i n d u s t r y .  

I f ,  for  example, there were 100 i n d a s t r ~  categorkes i n  the r e g i o n ,  

t h e n  a uniform d i s t r i b u t i o n  of employment uonld  y i e l i l  an i n d e x  of 

'1,0, O n  t h e  other hand, i f  a l l  employment i s  c o n c e n t r a t e d  3 n q n e  

limit v a r i e s  a c c o r d i n g  t o  t h e  number of indu&try-classes.  The i n d e x  

is therefore most  asefol  fa; single regions s h e r e  the change over 
L 

.-A '. * 



! - 
A -  - - - - -- 

i time i n  the d i v e r s i f i c a t i o n  p a t t e r n  is b e i n g  s t u d i e d .  - l o r  a crass 
C 

s e c t i o n a l  study t h e  index appears also t o  be suitable i n  t h a t ,  the . 
P 

more the number o,f - c a t e g o r i e s  of i n d u s t r y .  p r e s e n t  i n  a region the 
0 

1 

less i s -  the v a l u e  of the index,  thus r e f l e c t i n g  " t h e  r e g i o n a l  

v a r i a t i o n s  i n  the number of i n d u s t r i a l  c a t e g o r i e s  p r e s e n t ,  B r i t t o n  

~ a l c n l a t e d  'the indices fo r  19 s u b r e g i o h s  i n  the dristol region f o r  

two years, 1952 and 1962, us ing  a 2 9  i n d u s t r y  c l a s s i f f c a t i o n ,  
-.I 

Gibbs and Bart in  (1962) developed a4measura of d i v e r s i f i c a t i - o n  
- - - - - - -- -- - ----- - - -- 

-- - 

for a somewhat d i f f e r e n t  purpose.  They h y p o t h e s i z e d  t h a t  t h e  d i v i s i o n  
T 

yf l a b o u r  i n  a t y  is r e l a t e d  tcl i t s  u r b a n i z a t i o n  and 

technological level. The more a srrciety is u r b a n i z e d  a n d  

t e c h n o l o g i c a l l y  advanced the a o r e  its i n d u s t r i a l  structure w i l l  be 

d i v e r s i f i e d ,  T o  t e s t  their proposition they developed a 

d i v e r s i f i c a t i o n  measure for cities which they liter tri&_t_o-rel&& - - 

- - - - - - - - - - - pp - - -- - - 

t o  t h e  u r b a n i z a t i o n  level of t h e  conntry- Their d i v e r s i f i c a t i o n  
t 

measure is  give^ by: '- 

Where I( is t h e  number of persons employed i n  each c a t e g o r y  of i n d a s t y  

and  I is t h e  index of d i v e r s i f & a t i o n ,  F o r  c o m p l e t e  s p e c i a l i z a t i o n ,  

t h e  i n d e x  yields a v a l u e  of 0 and for c o m p l e t e  d i v e r s i f i c a t i o n  t h e  . 

v a l u e  a p p r o a c h e s  1. Thus, t h e  r a n g e  is not af f 8 c t e d  by the nnaber of 
- - -- - 

c a t e g o r i e s  o f  i n d u s t r i e s ,  T h i s  p r o p e r t y  makes it better s u i t e d  f o r  

b o t h  inter r e g i o n a l  and h i s t o r i c a l  s t u d i e s ,  I n  terms of p r a c t i c a l  

c o n s i d e r a t i o n s  however, t h i s  i n d e x  r e q u i r e s  c o n s i d e r a b l e  cumbersome 
% 

sad time consuming c a l c u l a t i o n s  and in f a c t  h a s  been r a r e l y  ,bed by 



others, 

- 

The  r e l a t i v e  measure o f  d i v e r s i f i c a t i o n  are arso j u s t  as s i m p l a ,  . 

1 b e t  t h e y  ose t h e  actaaa d i s t r i Q o t i o s . p a t t e r n  of a bench m a r k - r e p -  -- 

fo r  qomparisons, These measures  can  be traced ad lea$ as f a r  badk a s  
& 

Sargent A o r e n c e ' s  (1944) c o n t r i b u t i o n  t o  t h e  s t u d y  o f  i n d u s t r i a l  - 
L - 

- -- - - - - - - - - 
- - 

--- - -- 
--- - 

a n a l y s i s ,  H e  p r o v i d e d  two v i d e l y  used i n d i c e s  and a popula r  t h i r d  
. r 

index i n  use, (namely t h e  c o e f f i c i e n t  of specialization), was d e r i a e d  - 
\ 

from 'his wort, H i s  b e s t  known measure i n  f a c t  does n o t  r e p r e s e a t  a 

single &.mary index of d i v e r s i f i c a t i o n  as such. Rather the locat-  
. 

q u o t i e n t  i n d i c a t e s  the e r t e n t  t o  which i n d i v i d u a l  i n d u s t r i a l  
C 

- - . c c t e g o r i e s  are s p e c i a l i z e _ d i n t h e  region-a-ussthehen& 

mark region,  The l o c a t i o n  quotient f o r  any i n d u s t r y  (i) i n  any region 

(j) is ob ta ined  from t h e  f o l l o w i n g  express ion:  

stria1 emvlo-yment i n  benchmark r e q i o n  

A raE15in3EiSclcess 6i 1.0 i m p l i e s  t h a t  a; i n d o s t r y . i s  more highly 
z- 

l o c a l i z e d  3.n t h e  r eg ion  than is "employment g e n e r a l l y  and a s  such is 

no rma l ly  u s e d  for i d e n t i f y i n g  b a s i c  i n d u s t r i e s  of a reg ion-  T n  



r .  

a d d i t i o n ,  Elall f 19621, using c e n s u s  data for 1861 and 1951 for 

i n d u s t r i e s  i n  London, h a s  suggested t h a t  l o c a t i o n  q u o t i e n t s  can be . 

used as a basis for  d e t e r a i n i n g  whether o r  R o t  a r e g i o n  h a s  - 6 1 

d i v e r s i f i e d  over t i m e .  T h e  h igh  l o c a t i o n  q u o t i e n t  i n  1951 *ere i n  

g e n e r a l  s u b s t a n t i a l l y  less than t h e  h i g h  v a l u e  of 1961. For t 1 
/' 

- - 

i n d u s t r i e s  <in 1959, t h e  meaian p n o t i e n t  was i,8, compared w i t h - a  
A -  - - - - 

median v a l u e  ( f o r  t O  i n d u s t r i e s )  of 2-8  ninety p e a r s  earlier- Thus h e  

found t h a t  t h e  t e n d e n c y  for the 'London region was t o  a p p r o a c h  more 

--- - - -&ixw3r ---in-mr----cyll--------- 

F l o r e n c e '  s second  i n d e x ,  t h e  localizatf on c o e f f i c i e n t ,  i s  also . 
c a l c u l a t e d  bor i n d i v i d u a l  i n d u s t r i e s  a n d  i n d i c a t e d  t h e  e x t e n t  t o  

which they a r e  s p e c i a l i z e d  ( d i v e r s i f i e d )  among a set of r e g i o n s ,  The 
rc- 4 

p e r c e n t a g e  share o f ' e m p l o p e n t  of a n  i n d u s t r j  i n  e a c h  r e g i o n ,  is 

compared with its percentage s h a r e  in the n a t i o n a l  manufac tu r ing  
- - - _ - - - - - - - - - - - - -- - - - - - --- 

employment total, The p o s i t i v e  ( o r  n e g a t i v e )  d i f f e r e n c e s  between 

these two f i g u r e s  for a l l  regions are summed u'p and r i iv ided b~ 100 t o  

a r r i v e  a t  t h e  l o c a l i z a t i o n  c o e f f i c i e n t  o f  t h a t  i n d u s t r y .  If t h e  
& 

s p a t i a l  d i s t r i b u t i o n ,  of the i n d u s t r y  is i d e n t i c a l  t o  t h a t  of the 

n a t i o n a l  p a t t e r n ,  t h o  index  w i l l  be 0.0. O n  t h e  other hand, it t h e  
+ .  

k industry is l-ocated e n t i r e l y  i n  one  r e g i o n ,  the c o e f f i c i e n t  of 
Y 

l o c a l i z a t i o n  w i l l  a p p r o a c h  1.0- These  indices for  a l l  the i n d o s t t i e s  
d 

- f m L a l l ~ ~ ~ y  **L 

be used to i n t e r p r e t  t h e  changiqg d i v e r s i f i c a t i o n  - s p e c i a l i S a t i o n  

p a t t & n  of t h e  country o r  t h e  i n d i v i d u a l  r eg ions .  

Leser (1948) modified the a b o v e ' c o e f f i c i e n t  a l i t t l e ,  so that * 



-4 

reaoves the. e c e a s i t y  of looking  a t  o l a r g e  number bf k l a e s -  (as i n  

t h e  l o c a l i z a t i o n  c o e f f i c i e n t  and location q n o t h n t )  to determine the " 
Y 

. - d i v e r s i t * a t i o n  patt&. ~c obtain& a coeff icimt of s p e c i a l i z a t i o n  

for each region by comparing t h e  *rcentage of employaemt i n  ew'h 

inda-a1 group of a r e g i o n  w i t L  t h e  corresponiling percentage o f  The --- 
- f a - ? - - - - - -- - -- 

n a t i o a  The sum of either a l l  t h e  p o s i t i v e  diffezmnces d i t i d e d  b y  1.00 

or all t h e  negative d i f f e r e n c e s  by 300 gives the index  o f  

- - 

---te - - ~ ~ I - ~ ~ ~  €F- is 

always from 0 for mariaurn d i v e r s i f i o a t i o n  to  1 for maximum 

s p e c i a l i z a t i o n ,  ,Its read p appl icabi l i t  p for cr~ss-~ect ional  

comparative studses and the  simple mthod of c a l c u l a t i o n  have made it 

one of the most used among t h e  r e l a t i v e  measures o f  d i v e r s i f  icatioa. 

percentages as a basis for measuring r e g i o n a l  d i v e r s i f i c a t i o n  of - .> 

i n d u s t r i e s  has become very popular and widely accepted- - Rodgers + 
f -- - - 

"", . 
(i955). i n  an extens ive  s tudy  of t h e  d i r e r s i f i c a t i o a  pet tern  of U.S. 

ir 

i n d a s t ~ i a l  areas, essentially modified t h e  Tress statzqtic by 
I 8 

replacing t h e  even d i s t r i b u t i o n  absolute norm ui6h the national 

pattern of -0,s- ' industries The d i v e r s i f i c a t i o n  pattern of t h e  region 

were thus compared d t h  the a c t u a l  h a t i o n a l  pattern. From t h e  range - a 

-* 

L 

i n d o s t r i a l  areas bo the United States into:  highly d i v e r s i f i e d ,  

intermediate ,  moderate l l  s p e c i a l i z e d ,  and h i g h l y  specialized- The ' 



c o a p a r i b a  of the patterns on an areal base, a* also provided 'a 
4 -, 

s t a t i s t i c a l  basis 'for the+selaction of areas to be studied as t o  the 
t 

-relative effects. of d i v e r s i f i c a t i o n  te-pecialiwtim on loca l  - 
. i . 

economic d e t e l o p r e n F  IRadgers, 1955,- p, 20) . - 
In a study of the diversification changes  of t h e  nnnich r e g i o n  

7 

- 
- 

from 1953 to 1963, ~ ( r o m ~ e  ( 1969) doreloped a measare which,  i+ 

coatribation of i a d i t i d u a l  i n d u s t r i e s  t o  t h e  (stat&stical) process  of 
-. 

i q d a s t r i a l  structure can be nore or less diversified a t  a' point ih . 

time as w e 1  as it can be subject t o  a process of diretsification*. 

S e ' t t a ~ ~ o f f e r e d  a coe f f i c i en t  of dipersi f icat ion changes, ah-ich - 
ft 

measures the extent td p h i c h  i n d i v i d u a l  h4p-tries contribute to - 
- overall changes i a  t h e  degree to which an &dustrial s t r u c t q r e  is 

where r and (t+J) = an industry *s i share in the total 
i employment of a r e g i o n  a t  period i n  t i m e  

t and t + 3 ;  -+ 

t and (t*j) 
f 

5 .  - ahare rn total erproyneat - - ox 
i the bench mark region at point of time t and t+j  - 

j = gitea t h e  interval between c r o s s - s e c t i o n , .  



T h e s e  d i f f e r e n c e s  are calcalatecl for each i n d a s t r y ,  T h u s  t h e  

o v e r a l l  dirersif i c a t f o n  is i n d i c a t e d  by t h e  sum of t h e s e  

T h e  r e s u l t s  of K i s  s t u d y  indicated a slight increase in 

that o f 9 t h e  F e d e r a l  R e p u M i c  of Germany- H e  f o u n d  t h a t  numerous 

small-scale contr ibat ions  were i m p o r t a n t .  S i n c e  it attempts t o  

measure  the p r o c e s s  of d i v e r s M i c a t i o n ,  w h i l e  a t  t h e  same time 

revealing- t h e  c o n t r i b u t i o n  of i n d i v i d u a l  i n d u s t r i e s  t h i s  would seen 

t o  be an  ' a p p r o p r i a t e  measure o f  diraai f icat ion  fo r  . t o d i e s  vh ich  are 

g m i t a t i c m s  pf g o r ~ n r a t i v e  Stat ic  5 e a s u r e s  
er 

0 

.-- While both the ma j6r groups of c o m p a r a t i v e  static measure are 
*-s 

clearly crude empirically d e f i n e d  summary i n d i c e s ,  it i s  i n t e r e s t i n g  

5; to  n o t e  that  some a u t h o r s  h a v e  come ont s t r o n g l y  i n  f a v o u r  of one or 

P - - - - - -- -- -- 

T h u s  ia s p i t e  o f  ' t h b i n h e r e n t  weakness  i n  t h e  a s s n m p t i o n  t h a t  ' 

- 

e m p l o p e n t  require*ments i n  a l l  i n d u s t r i e s  are similar,  t h e  a b s o l u t e  

measares h a v e  been p r e f e r r e d  b y  some (e-g. P a r r ,  1965; Ch i sho lm-and  

beppen, 1973) b e c a u s e  of t h e i r  s u p e r i o r  a p p l i c a b i l i t y  to l o n i t o r  

28 "t, 

. f 



c h a n g e s  o v e r  time, I n  p a r t i c u l a r ,  it i s  a r g u e d  t h a t  a s  t h e  c h a n g e s  

over time -in the i n d u s t r i a l  structure for  any one area are compared 

wi th  a c o n s t a n t  value, instead of a  shifting norm. they are better 

s u i t e d  i n  t e m p o r a l  compar isons ,  Parr (1965, p. 24).  i n  a d d i t i o n ,  

s t r o n g l y  f a v o u r s  t h e  a b s o l u t e  measures,  on t h e  basis t h a t  f o r  c r o s s  

s e c t i o n a l  purposes t h e s e -  indices do  not anbttly f a v o u r  any r e g i o n  o v e r  

t h e  o t h e r ,  H e  c r i t i c i z e d  t h e  r e l a t i v e  measure  because:  "A v e r y  l a r g e  

region from the p a i n t  of view of p o p u l a t i o n  is likely to h a r e  an 
- -- - --- - -  - - - -- - - 

economic s t r a c t a r e  which c o r r e s p o n d s  more t o  t h e  n a t i o n a l  str u c t n r e  
* 

t h a n  would be  the case fo r  a s m a l l  r eg ionw,  Thus a l a r g e  r e g i o n  w i l l  
' 

a u t o m a t i c a l l y  come out as more d i v e r s i f i e d  t h a n  a s n a l l  one. ' I n  

contrast, t h e  r e l a t i v e  measures,  while t h e y  are less s u i t a b l e  for 

historical s t u d i e s  since t h e  norm c h a n g e s  o v e r  t i n e ,  t h e y  have been 

for  a s i n g l e  time p e r i o d ,  E a r s h a l l  (1975, p- 37). however, has 

rejected t h e  a b s o l u t e  measures  e n t i r e l y  becawe . the  c o n c e p t  of e q u r  

s h a r e s  ( i n  a l l  i n d u s t r i e s )  is an u n r e a l i s t i c  b a s i s  on which t o  

measure i n d u s t r i a l  d i v e r s i f i c a t i o n ,  "fie f avonred t h e  r e l a t i v e  measure 
i 

by s a y i n g  that t h e  w a c t n a l  i n t e r i n d u s t r y  employment r a t i o s  ,-.. are 

incor~orated  w i t h i n  t h e  n a t i o n a l  average employment pro ' f i lew upon 

which  .the r e l a t i v e  neasuires are based-  

Whatever t h e  r e l a t i v e  merits of a b s o l u t e  v e r s u s  r e l a t i v e  

measnres  o f  d i v e r s i f i c a t i o n  (and of the i n a i v i d u a l  i n d i c e s  t h a t  

compr i se  ' b o t h  groups), a l l  t h e s e  indices b a r e  several i m p o r t a n t  

comson l i m i t a t i o n s ,  For e x a a p r e ,  t h e  v a l u e  of the i n a c e s  c a l c u l a t e d  



i d u s t r i a l  c lass i - f i ca t i ,on ,  Arnmae ( 1969, p- 3 19) t h u s  observed t h a t  

rnevery r e g i o n  c o u l d  reach a n e a z l y  perfect d e g r e e  of d i v e r s i f i c a t i o n  

j u s t  by regrouping and r e a g g r e g a t i n g  i n d u s t r i a l  a c t i v i t i e s  within a 

self-asgigned c l a s s i f i c a t i o n  systemu- I n  a  low l e v e l  of 
t 

d i s a g g r e g a t i o n  scsre i m p o r t a n t  f e a t  nres o f  the r e g i o n a l  i n d u s t r i a l  

structure map te obscured  while, on t h e  o t h e r  hand, highly refined 

c l a s s i f i c a t i o n s  can  soon r e n d e r  a n  a n a l y s i s  n n v i e l d  y a n d  c o n f u s i n g -  

F u r t h e r m o r e  t h e  * d i f f e r e n c e s v  upon which t h e  d i s a g g r e g a t i o n  of t h e  
- - - - - - - - -- - 

i n d u s t r i e s  are based  ,may n o t  be uni fo rm ~ t h r o u g h o u t  t h e  

c l a s s i f i c a t i o n ,  The ~gnitude of t h e  d i f f e r e n c e s  b e t v e e n  any two 

pairs of i n d u s t r i e s  i n  t h e  c l a s s i f i c a t i o n  is n o t  i d e n t i c a l  w i t h  t h e  

&her p a i r s ,  Some p a i r s  w i l l  be *more d i f f e r e n t '  fqom each o t h e r  t h a n  

other p a i r s ,  coqroy (1975, p, 12 )  t h u s  obse rved  " t h e  e x p a n s i o n  o f  t h e  

l e v e l  of d i s a g g r e g a t i o n  by s i m p l e  a d d i t  i o n  of d i f f e r e n t  i n d u s t r i e s  t o  

a local i n d u s t r y - a i x  w i l l  n o t  n e c e s s a r i l y  d i v e r s i f y  i n  the 

a p p r o p r i a t e  sensem, The a r b i t r a r i n e s s  of t h e  i n d u s t r i a l  

d i s a g g r e g a t i o n  c o n t r i b n f e s  t o  even f u r t h e r  d i f  f icalt ies vhen a 
a 

histoxical a n a l y s i s  i s  a t t e m p t e d ,  Since q u a l i t a t i v e  changes i n  th'e i 

t 

i n d a s t r y - n i x  a n d  c h a n g e s  ia t h e  p r i n c i p l e s  of c l a s s i f i c a t i o n  a r e  

l i k e l y ,  With respect-to c h a n g e s  i n  i n d u s t r y - m i x  and p r o d u c t  mix a  

c o n n e n t  by Allen (1961, p. 22) is i n t e r e s t i n g :  "over  a period of , 

years, t h e  t&r!~~thaTis7GZdto~descr i b e  a group of firms (the mot or 

iniRiS€ry, c h e m i c a l  i n d u s t r y )  t a k e s  on a new meaning, ror t h e  type and 

r a n g e  ~f p r o d a c t s  t u r n e d  out by t h a t  i n d u s t r y  and  t h e  m a r k e t - i t  
9 



- - - - - -  - -  - 
- 

serves a l t e r ,  some times very c o n s i d e r a b l y ~ ,  I n  a d d i t i o n  s r e g i o n  may ~. 
b 

d i v e r s i f  p. i n  o n e  s e n s e  by s a b s t i t u t i n g  a new expanding product for an 
4 

o l d  t r a d i t i o n a l  o n e  b u t  i n  terms of employment  d i s t z i b n t i o n  among-a/ - 
3 

, 
- 

- 

set of c a t e g o r i e s  e x p e r i e n c e  no increase fh d 5 v e r s i f  icatioa, 

There e x i s t s  a c o n s i d e r a b l e  body of e v i h e n c e  fro; the work of 

e c o n o m i s t s  and  economic  g e o g r a p k e r s  t h a t  i n d i c e s  of s p e c i a l i z a t i o n  

and d i v e r s i f i c a t i o n  i n  t h e i r  p r e s e n t  form h a v e  l i t t l e  explana<orl or 

p r e d i c t i v e  v a l u e  as fa r  as l o c a l  g r o u t h  r a t e s ,  v u l n e r a b i l i t y  t o  t h e  

effects of business cycles, and l e v e l s  o f  unemplopment a- conce rned .  
- 7  - 

- 

T h i s  s ters  from t h e  i n s e n s i t i v i t y  o f  t h e  i n d e x e s  t o  s u c h  f a c t o r s  a s  

6 t h e  growth  p e r f o r h a f i c e  of  i n d i v i d u a l  i n d  s t r i e s , ' t y p e s  of good$ 

p roduced  ( d u r a b l e  or n o n - d u r a k l e ) ,  the wage s t r n c t n r e  p r e v a i l i n g  i n  

a each i n d u s t r y  and  t h e  l o c a t i o n a l  e n r i r o n s l e n t  o f  the r e g i o n  u n d e r  
* 

c o n s i d e r a t i o n  ( P a r r ,  196 5, p.24) - The i n d i c e s  a l so  snf fer f ror  

e q u a l  e f f i c i e n c y  of t h e  i n d u s t r i e s  i n  a l l  c i t ies  a n d  r e g i o n s  of t h e  

oa(tio@. . - This i m p l i e s  that e v e r y  r e g i o n  and city possesses t h e  same 

' f a c t o r  e n d d b m e n t s  a n d  t h e  same r e l a t i o n s h i p  t o  markets as  i s  

*- 
c h a r a c t e r i s t i c  OF t h e  n a t i o n a l  economy on a v e r a g e ,  I d e n t i c a l  $actor 

P* - 
endowments  and s p a t i a l  r e l a t i o n s h i p s  are i ~ p o s s i b l e  to find i n  

r e a l i t y ,  The a s s u m p t i o n  of t h e  a b s o l u t e  measu re  aboat i d e n t i c a l  

labour r e q u i r e a e n t s  i n  a l l  i n d u s t r i e s  i s  even farther removed from 
- - -  - - 

r e a l i t y ,  L a s t l y ,  the i n t e r c o n n e c t e d n e s s  and  i n t e r a c t i v e  r e l a t i o n s h i p  
- - - -- - - - 

betweer t h e  indnstries have  an  i m p o r t a n t  b e a r i n g  on t h e  

d i v e r s i f i c a t i o n  p r o c e s s  of a r e g i o n ,  Yet t h e  c o m p a r a t i v e  s ta t ic  



entirely fail t o  account  for I these  r e l a t i o n s h i p s ,  as Ernme 

(1969, p. 321) pointed o u t ,  such  indexes "do not i n d i c a t e  in any 

rel iable manner 'the s e n s i t i v i t y  of a regional economy, primarily 

because they neg lec t  e n t i r e l y  the ' interactive'  re lat ionships  wi th f  n 

the s tructure  and t h e  sYstemes external tiesa. . '  4 



T h e  r o l e  of t h e  i n t r o d a c t i o n  of new m a n u f a c t u r i n g  a c i t i v i t i e s  i n  

the d i v e r s i f i c a t i o n  of a n  e x p o r t  b a s e d  r e g i o n  has b e e n  i n t i m a t e d  i n  

t h e  preceding c h a p t e r s .  It is t h e  p a r p o s e  of t h i i  chapter to e x a s i n 4  

t h i s  role i n  more d e p t h  on the b a s i s  of e x i s t i n g  L i t e r a t u r e  and- 

t h e r e  by p r o v i d e  t h e  i o q n d a t i o n  f o r  the e m p i r i c a l  a n a l  jsis of r e c e n t l j  
- - -- r 

- - -- - - - 

e s t a b l i s h e d  m a n u f a c t u r i n g  p l a n t s  p r e s e n t e d  i n  C h a p t e r  5. 

As o u t l i n e d  i n  c h a p t e r  I ,  g i v e n  scme e x p o r t  b a s e d  g r o u t h , . n e w  

m a n u f a c t u r i n g  activities come i n t o  e x i s t e n c e  as a r e s u l t  of the 

growth  i n  loca l  deman.ds for t h e  various f o r w a r d  a n d  b a c k w a r d l y  l i n k e d  

a c t i v i t i e s  t o  the export sector- I n  a d d i t i o n ,  a 'saccessfrrl e x p o r t  

sector (and a s s o c i a t e d  l i n k e d  a c t i v i t i e s )  e n c o u r a g e s  the e x p a n s i o n  o f  
- - - -- - - - - - - - 

$ 3  

t h e  d o m e g t i c  p o p u l a t i o n  base which, 19 t u r n ,  creates ever i n c r e a s i n g  

t h r e s h o l d  demand levels for * h i g h  o r d e r a  economic  a c t i v i t i e s  w i t h i n  

the r e g i o n ,  s o  t h a t '  c o a s u m e r  o r i e n t e d  a c t i v i t i e s  a l o n e  map, o let5* 

time, c o n t r i b u t e  s i g n i f i c a n t l y  t o  d i v e r s i f i c a t i o n ,  It 'is usef n l ,  

t h e r e f o r e ,  t o  i n t e r p r e t  d i v e r s i f i c a t i o n  a s  f o r w a r d l y  l i n k e d  growth ,  

b a c k w a r d l y  linked g r o w t h ,  -consumer o r i e n t e d  growth  or as new e x p o r t  
- 

o r i e n t e d  growth,  

l e u  ~ a n a i i c ~ i n g  a c F i V i t i C i n  the r e g i o n  may be  set up i n  t h e  

e k - r - 1  i a m a l  entrqrengers or t h e y  M Y  be set up  by 

existing firms o r  c o r p o r a  't i o n s  l o c a t e d  w i t h i n  o r  o u t s i d e  t h e  r e g i o n .  

Keeble 11975, p- 1 t 71, for example,  c a t e g o r i z e d  new m a n u f a c t u r i n g  



a c t i v i t i e s  i n  a r e g i o n  i n t o  two t y p e s  . accorf l ing  to tho above e n t r y  

c h a r a c t e r i s t i c s ,  The more common type is the coming i n t o  e i i s t e n c e  of 

a v a r y  snall firm, as a r e s u l t  o'f the initiative, enterprise, and 

risk taking of one o r  t w o  i n d i v i d u a l s  w i t h  a  p a r t i c u l a r .  idea o r  

s k i l l -  S w h  i n d i v i d u a l s  are, a c c o r d i n g  to  a v a i l a b l e  ev idence ,  of t e n  

formerly employed as managers o r  t e c h n i c i a n s  by a  larger l o c a l  birm 

and,  for v a r i o u s  r e a s o n s ,  b r e a k  away f k o a  i t  t o  set up their own 

e n t e r p r i s e ,  In t h e  - a r e r r h e l m i n g  number- o f  cases t h e s e  t y p e s  o f  

- a c t i v i t i e s  a r e  i n i t i a l l f  ver_ps8_all~sca1ee, T h e - a r g n m e p k i s t h a L t b  - -  - 
- 

r i s k s  ang u n c e r t a i n t i e s  involved with s e t t i n g  up a new manufac tu r ing  

c o n c e r n ,  e s p e c i a l l y  i f  t h e  e n t r e p ~ n e u r  ' h a s  no  p r e v i o u s  . 

entrepreneurial e x p e r i e n c e ,  are so g r e a t  t h a t  o p e r a t i o n s  must 

necessarily begin i n  a small-scale uay. There would be i n  any  c a s e  

great d i f f  i c p l t i e s  i n  obtaining f i n a n c e s  for  l a r g e  projects by single 

- - 
----- 

- ent repreneurs .  The secjiia-type of G S i j f a c t o r i n g  a c t i v i t i e s ,  on t h e  

other hand, are much less f r e q u e n t  and are established by e x i s t i n g  

o r g a n i z a t i o n s ,  m a n u f a c t u r i n g  and non-mannf a c t a r i n g .  While less common 

t h a n  the first t y p e ,  b e c a u s e  of  t h e  g r e a t e r  f i n a n c i a l  r e s o u r c e s  and 
* 

e s t a b l i s h e d  e n t r e p r e n e u r i a l  e x p e r i e n c e  and t h e  a l r e a d y  l a r g e  size of 

c o r p o r a t e  o p e r a t i o n s  ( w i t h  which new p l a n t s  are . m a s y  i n t e g r a t e d ) ,  

t h e s e  e s t a b l i s h m e n t s  are typically l a r g e .  The r e l a t i v e  i m p o r t a n c e  of 

t h e s e  two ways of e s t a b l i s h i n g  new a a n a f a c t a r i n g  a c t i v i t i e s  h a s  not 
-- - - -- - -- - 

yet been p r o p e r l y  d e t e r m i n e d  for a  wide v a r i e t y  of r e g i o n a l  
- - -- -- - -- - -- 

- 

env i ronments ,    he accumula ted  e v i d e w e  (at l e a s t  i n  terms of t h e  

sheer number of e s t a b l i s h m e n t s )  so f a r  i d d i c a t e s  a p o t e n t i a l l y  

t 



s t r o n g e r  role o f  - t h e  a c y i v i t i e s  i n t r o d d c e d  b> t h e  i n d i v i d u a l  

e n t r e p r e n e u r ,  I n  tetas of employment c r e a t i o n ,  however, b ranch  p l a n t  

or s u b s i d i a r y  o p e r a t i o n s  w i l l ,  o f  c o u r s e ,  i n c r e a s e  2n impor tance ,  

Indeed i n  r e g i o n s  which hare a c t i v e l y  s o u g h t  t o  a t t r a c t  manufac tu r ing  

i n v e s t m e n t  r t h r o u g h  i n d u s t r i a l  i n c e n t i v e  schemes branch p l a n t s  u f l l  . 

be i m p o r t a n t  i n  terms of their number. C e r t a i n l y  t h e - g e o g r a p l i i c a l  - 
l i t e t a t o r e  bas c o n c e n t r a t e d  mare on branch plants t h a n  on new s i n g l e  

p l a n t  firms, T h i s  i s ,  d o u b t l e s s ,  p a r t l y  t h e  result o f  regional p o l i c y  

-- emphasis aa &he at-?zaetiext ef b r a d  -&hat ~ M a s  - r-ttimr- orr '- -- 

f a c i l i t a t i n g  t h e  entry of new l o c a J l y  based entre 'preneurs .  I n  L 

a d d i t i o n ,  however, t i i ff ical t ies i n  identifying new a c t i v i t i e s  and 
1. i 

o b t a i n i n  g i n f o r m a t i o n  a b o n t  t h e m  have p r e v e n t e d  clearer s t a t e m e n t s  i n  

t h e  li teratnre a b o n t  t h e i r  c o m p a r a t i v e  role. Census  i n  forma t i o n  h a s  

g e n e r a l l y  failed t o  provide much r e l e v a n t  data on new e s t a b l i s h m e n t s  
- -- -- - -- - - -A 

and f i e l d  research is the o n l y  a l t e r n a t i v e .  I n  o t h e r  words, w h i l e  

f o r a a t i o n  of new e s k b l i s h m e n t s  is i m p o r i a k  t o  r e g i o n a l  i n p u s t r i a l  

change,  these processes have largely b e e n  n e g l e c t e d .  A?, , 

It s h o u l d  be r e c o g n i z e d  t h a t  the forrat ion o f  ne.u a c t i v i t i e s  i s  

not t $ o n l p  way changes  q c c u r  i n  a r e g i o n a l  i n d u s t r i a l  s t r u c t u r e .  

J Keeble  ('1975), for  example, h a s  c l a s s i f i e d  t h e  change agents of a n  

i n d u s t r i a l  s t r u c t u r e  i n t o  s i x  basic components: t h e  b i r t h  i n  the a r e a  

of entirely 'newqfirms: ~ e r p ~ & c ~ - -  

e m i s r a t i o n  qf t h e  a r e a ' s  e x i s t i n g  firms and  &naissa - t i o n  t o  t h e  a r e a  - 

o f  e x i s t i n g  firms f roe e l s e v b e r e  by r e l o c a t i o n  or e s t a b l i s h m e n t  of 
* 

branch   ow ever, a comprehensive  a n a l y s i s  o f  r e g i o n a l  
---- -- 



- .  
- - - -- - -- - - - - - %  

i n d u s t r i a l  change,  enccrpassi_ng a l l  t h e  change  conpoaentp ,  i s  beyond 

the scope of this t h e s i s .  ~ u f f i c e .  it t o  say t h a t  the r o l e  of 'the 

enfry of new m a n u f a c t u r i n g  a c t i v i t y  by t h e  b i s t h  of new firms or 

i m m i g r a t i o n  of b r a n c h  plants would seem to be  a n  i n p o r t a n t  r a y  i n  

which d i v e r s i f i c a t i o n  o c c u r s  i n  a  s t a p l e  *based e x p o r t  r e g i o n '  l&k@ 

~ancborer .  The d i s c u s s i o n  a c c o r d i n g l y  f ocnsses on the role ol- new 
k 

1 

manufac tu r ing  a c t i v i t i e s  of the region, 

Existing firms cr c o r p o r a t i o n s  Bag i q t t o d u c e  manef-acturing 
5 

a c t i v i t i e s  i n  the r e g i o n  by s i t t i n g  up branch p l a n t s  and 

s u b s i d i a r i e s .  These branch p l a n t s  and s u b s i d a r i e s  may e i t h e r  be 
- - - -- 

--- - - - 

l o c a l l y  c o n t r o l l e d  o r  t h e y  may be c o n t r o l l e d  from o u t s i d e ,  The 

e v i d e n c e  i n d i c a t e s  t h a t  t h e  e a r l y  stages ~f c u x p o z a t e  growth t e n d  t o  

be r e g i o n a l l y  focussed and w i t h i n  the same l i n e  of business ('laylor, 

1375; Aayter ,  1976). For firms wishing t o  c o n t i n u e  to gr w, t h e y  are  P 
ultimate13 l i k e l y  t o  be faced v i t h  e i t h e r  expand ing  t h e i l t . a i s t i n g  

and r e l a t e d  businesses i n  o t h e r  regions, or d i v e r s i f y  i n t o  neu l i n e s  
4 

of b u s i n e s s  locally. T h i s  l a t t e r  kind of d i v e r s i f  i c a t i a n  is, however, 

- - 

~[rst-~~e~ta-ke~cco.flished khroagh' a c q u i s i t i o n  or merger, S i n c e  

experience. Such Loca l  c o r p o r a t e  d i * e r s i f i c a t i o n - ,  h o r e  ver, does n o t  

involre  dirersificatian for the r e g i o n  and,  i n  fact ,  t b a o p p o s i t e 8 a y  , 



be the case, Bayter  (1978, p. 112) thus stater: -In order t o  
- 

- .  compensate  for the l a d  o f  expertise, d i v e r s i f i c a t i o n  h a s  so far been 

accompl i shed  by a c q n i s i t  ion .  Indeed, t o  t h e  - e i t e n t  t h a t  newly 
0. 

i n t e r n a l i z e d  resources, s u c h  a s  e x e c u t i v e  talent and a n c i l l a r y  

s e r v i c e s  are removed from the m a r k e t p l a c e  and ,become p a r t  of 

m n i l t i r e g i o n a l  coi"porate o p e r a t f  ng spaces, p o t e n t i a l  far rtr B- /b 
d i v e r s i f i c a t i o n  map be reducedn.  Even i n  c a s e s  where s u c h  c o r p o r a t e  

a c t i o n  i n t r o d u c e s  ney b u s i n e s s e s  t o  the r e g i o n ,  t h e  scope f o r  
- 

- - -- -- - - - -- 
- - - - - -- - -- 
- - - < generat ing t h e  various l i n k e d  act iwit ieg is nuch less due to t h e  

large measure of i n t e r n a l i z a t i o n  o f  supplies and s e r v i c e s  v i t h i n  t h e  

corporate structure, T h e  i m p l i c a t i o n  of t h i s  a rgument  is that 

e s t a b l i s h e d  firms which a r e  a l r e a d y  large . i n  'a . r e g i o n  ate n o t  l i k e l y  

t o  c o n t r i b u t e  much t o  d i v e r s i f i c a t i o n .  
: i 

~ e e r n a l y  c o n t r o l l e d  firms c a n  a l s o  e n t e r  a t e q i 0 n  by -p-- - 

a c q u i s i t i o n  i n  which c a s e  the above arguments rohld a l s o  a p p l y  ( o n l y  

even more so), A c q u i s i t i o n ,  a f t l tongh  it is o f t e n  a preferred r e t h o d  

of i n t e r r e g i o n a l  e x p a n s i o n ,  may not be  p o s s i b l e  a n d  whenever new 
r 

products and  technologies are i n v o l v e d  it is e r t r e m e l p  u n l i k e l y ,  I n  

t h e  cases o f  r e g i o n s  a t t e m p t i n g  t o  attract i n d u s t r i e s  v i a  i n c e n t i v e  

s c h e m e s ,  of c o u r s e ,  subsidiaries are t g p i c a l l y  p r i m a r i l y  a v a i l a b l e  

foe t h e  e s t a b l i s h m e n t  o i  new plants. I n  t h i s  r e s p e c t  i t  might  be - 
noted t h a t  i n  t h T E i t i s h  r eg ionrpro im a r e a s , - t h e b r a n c h  plants * 

o f  e r t e e r ~ s - X T = p P m e d  rifms Bade c l e a r l y  s i g n i L f i c a n t  c o n t r i b u t i o n s  

i n  direct employment c r e a t i s n  ( P i r n ,  1975;  UaZt, 1980) , 

There is, h o & \ v e ~ ,  mounting e v i d e n c e  from a variety of regional 



1 

environmen ts ,  t h a t  such  b ranch  p l a n k s  map be c o u n t e r - p r o d e t i r e  to 

local d e v e l o p m e n t  Thas ndmeroos atlthors h a r e  argued that high l e v e l s  '; 
t 

of e x t e r n a l  c o n t r o l  limit local  an tonony  o v e r  i n v e s t m e n t  d e c i s i o n  ' ? .'B 
'34 

making, i n h i b i t  e x p o r t  p o t e n t i a l  i n  secandary m a n u f a c t u r i n g  and, b y  - i, :a. 
, - A  -t: 

s u b s t i t u t i n g  c o r p o r a t e  for local l i n k a g e s ,  i n c r e a s e d  dependency on - r k  - . *  

i m p o r t e d  good+ s e r v i c e s  and- t e c h n o l o & s  ( ~ r i t t o n ,  1976; Stewwt, 
s! 
f =  

1976 : James, 1964). T h e i r  i n t e g r a t i o n  w i t h  much l a r g e r  m u l t i p l a n t  pnd 1 
m u l t i r e g i o n a l  o r g a n i z a t i o n s  i s  a t  the expense of l o c a l  forward and 

- -- - -- - - - 

A backward l i n k a g e s ,  B a G h  plants, it must be remembered, -are  . d 

e s t a b l i s h e d  i n  r e s p o n s e  to t h e  ' impulses  and i n t e g r a t e d  needs  of t h e  

c o r p o r a t i o n  as a whole a n d  are u s u a l l y  a t t r a c t e d  t o  the v a r i o u s  

r e g i o n s  &ether due t o  t h e  presence o f  some n a t u r a l  &ocat ioq_al  
hi' 

= - 
a d v a n t a g e  l i k e  t h e  a v a i l a b i l i t y  of cheap  raw sater ia l .  power souxce, 

' 

' 

o r  poo l  of s k i l l e d  l a b o u r ,  the p r e s e n c e  of r e g i o n a l  p l a n n i n g  
-- - - - - - - -- -- - -- -- 

incentives like t a x  e x e m p t i o n s  o r  o t h e r  f i n a n c i a l  subsidies or a 

inereas i n g  l o c a l  demands f QX the f irf is  products. I m p o r t a n t  d e c i s i o n s  

, affecting branch p l a n t  o p e r a t i o n s ,  e s p e c i a l l y  p e r t a i n i n g  t o  d e c i s i o n s  

regarding these a c t i v i t i e s ,  t h e i r  scale, t y p e  of product ,  even t b e i r  

c o n t i n u e d  e x i s t e n c e ' a r e  taken m t s i d e  t h e  r e g i o n  and with t h e  

perspec t ive  o i  t h e  growth of t h e  whole c o r p o r a t i o n  . in  vie.. T h e  

matter of i n t e g r a t i o n  a n d  l i n k a g e  w i t h -  the loca l  econoay are 

i n t e r n a l i z a t i d n  bf t h e  f o r w a r d l y  and  backward ly  l i n k e a  a c t r i i t i e s  
- 

* , 
u i t b i n .  the corporate structure, the externally c o n t r o l l e d  p l a n t s  

- 



, 
A- --- -- A 

i 

inf laence A the grout  h of l o c a 2  linkages i n  sereral o t h e r  ways. Sereral 

authors te,g. Pred, 1974; Dieken, 1977) for example, mention the 

l eakage*of  the locall? generated income v i a  p r o f i t s  remit ted  to the . 
- .. 

head office region, P o t e n t i a l  investment  c a p i t a l  i s  t h u s  reroved from 

t h e  region, The in terna l i za t ion  of the links of the branch plants and 
1 I - 

- FbsiOiaries &so loss  of b u s i n e s s  and result ing loss -of iocole - - 

t o  loca l  s u p p l i e r s .    ha absencg of h i g h  lev& d & i s i o n  making . - 

oppor+.enit ies ,  leading t o  t h e  out mfgtation - . of potential : 

eqtrepreneurs  and e x e c u t i v e  workers- Swh losses nay a lso  be 
, 

.. 
re in forced  by the s u b s t i t a t i o n  of capital for labour  and t h e  shift-  

towards e;plo&mt of loser skilled l o r k e r s .  1% other uotds, 
- - 

.\ 

prsesses of economic development map b e  arrested or truncated by a 

preponderance of branch type opera t ions  w i t h i n  t h e  economy, 

a S ~ c c e s s f u l ~  attraction of branch p lants  may l e a d  to considerable 

rsif i c a t i o n  without enhancing growth potential w i t h i n  t h e  

r e  gi oa 

- 

T h e r o l e o f t h e  new firms i n  the d i v e r s i f ~ i o n  of the r e g i o n a l  

i S d u s t r i a 1  structure has been recognized sly recently in t h e  

l i t e r a t u r e .  T h i s  again reflecgs a growing pol icy  interest i n  . a n y  



-, 

t h e  change impulses of the xeg ion ' s  e x p d r t  sector ,  the l o c a l  
- .  . - -  - 

entrkp;e~&t&la1 c o m l u n i t ~  adapts by aisc&ring o l d  actis& - 2- I .  

i n t e r n a l l y  (e, g, the'  ,exhaustion of the regio~~s natural  resources, an * %. 

increase i n  the r e g i o n ' s  popula t ibn  base) or  the?  ma^ core from 
- 

external  sources (e. g* the appearance o f  competit ive  sgppliern of h s p L  _- - 
-- - < - -  

r eg ion ' s  staples, t h e  Fh t roduc t ion  of s o b s t i t  ate products, tLke change 

in tastes and p r e f e r e n c e s  of e x t e r n a f l y  located c o g s a a e ~ ) -  A 

r e g i o n ' s  industrial stract are is t h e n  determined,  i n  part, b y  the  
- - -- -- - -- - - - 

-- --- 
-- - - - -- 

nanner  i n  which new e n t r e p r e n e u r s  perceive and react th the v a r i o u s  

forces of change and, i n  par t icn la r ,  to t h e  type of aeu manufac twing  

d c h v i t i e s  which- a r e  established. 

Hew aanufactaring activities ray i n v o l v e  new products, 

processes ,  and/or technologies acqu i r ed  e i t h e r  from external sou+i-es . ' 

/' 
- e ~ ~ ~ ~ ~ - t ~ r e n ~ ~ ~ m + ~ b t . f ; ~ ~ c -  

monitor ing of the new firms of  a r e g i o n  i n  terms of the.+ rate of  

formation and their o r g a n i z a t i w ,  ovdarsbip,  prodact type,  

technological and spatial c h a t a c t e r i s t i c s  is, therefore, p o t e n t i a l l y  

impor t an t  for a f u l l  unde r s t and ing  of the r e g i o n a l  d i v e r s i f i c a t i o n  

process. Gndgin (1 978, p. 9 1) , for example , in a recent st-ad y of 

industrial change i n  East E i d l a n d s  (Englahd) considered the r o l e  of 1 

neu firms i n  i n d u s t r i a l  change and d i r e r s i f i c a t i o p  to be more 
- -- 

i m p o r t a n t  thaa  o t h e r  change components, H e  argoes t h a t  the other 
-- - 

change components s t rongzy  reflect the o r i g i n a l  pattern of t h e  

i n d u s t r i e s  of the region,. I n  fact,' it is in teres t ing  to note t h a t  
. - -+ - 



Tayl-or f1967; p- 108)  suggested t h e  use af 

of empl~ymeat r in the region's new firms sector, a s  a p o s s i b l e  feasure 
i 

of r e g i o n a l  i n d k s t r i a l  d i w e r d f i c a t i o n ,  + 
* 

The sfill and new firm sector is important for regional 

i n d u s t r i a l  change i n  s e v e r a l  respects, inc luding  a s  a soureem of 8 

future large firms, Beesly 11975, p, U9), for example, observed t h a t  . 
- -- 

*a hfgh p M h  rate' of new firms is a 3%~. of igsnraace for - - - - - e m p l g n e h t  in a n  area in tTibalong run, a f e u  of the small 
e s t a b l i s h r e n t d  w i l l  grow, and will be a b l e  to  absorb 
resources falling i n t o  d i s u s e  in t h e  area- a n y  new products 
which e s s e n t Z a l l y  command a wide market are first, produced on 
a v e r y - s e l l  scale by ebreakaway* from e x i s t i n g  i n d u s t r i e s ,  

-- 

A =  AI-S an erezrIEsI-greater are the - 
chances for each d e r e l o p i e a t  t o  &cur and t h e  better a r e  its 
prospects for keeping in t h e  ran of i n d u s t r i a l  changew. 

&-..J-ylL xkew firms t h a t  are. sct up do  n o t  u l t i l a t e l y  surrire w h i l e  even 
i h 

f y u e r  expand. The - e x i s t i n g  i n d u s t r i a l  firms of the regiof lay work a s  
I # 
I 
an incubator  f rom which a l a r g e  proportion of new - fenears  are 

-pppppp-pp---p- - --- 
-- - - 

~ e s i d e s  being the-source of f u t u r e  large f irms.  the new and . 
I 

small firms h e l p  i n  producing balanced and dynamic - i n d u s t r i a l  - 

* . 
s t r a c t u r e s  i n  regions i n  several otber important ways, Hew f irrs ,  . 
n s w t l l y  tend t o  concentrate  i n  the faster sectors of the. - 

local and national enemies and b e c a a s q o f  t h i s ,  p lay  an important 
?J 4 - 

part i n  the  d i v e r s i f i c a t i o n  of t h e  r eg ion ' s  economy. Cainitz (1961) 
/ 

A 

in h i s  cornprison o;f the development of Hew York and P i t t sburg  

-- 

mas a ra*r mascm far: the &yes 3.f y oat of +he 

d e c l t a i n g  heavy indastr ia l  sectors. mew f irr  formation t h u s  a c t s  a s  



r e g i o a ,  

Hew firms p r o v i d e  - t h e  regional economies  wi th  a n  i r k r t a n t  
-r 

degree of i n d u s t r i a l  f l e x i b i l i t y ,  w i t h  new e n t e r p r i s e s  being f o r m d  

t o  enable t h e  local economy t o  r e s p a &  q u i c k l y  b o t h  to new levels 6: 
demand and t o  new r e q u i r e m e n t s  i n  terms of local i n p u t s ,  leu firms 

may a l s o  . h e l p  t o  r e d u c e  r e g i o n a l  i n e f f i c i e n c y  b z  d r i v i n g  out o l d  an& 

l a g g i n g  e n t e r p r i s e s  from key  sectors a n d  by providing large firms 
., 

with s p e c i a - l i z e d  and/or  saa l l  amounts of goods  and s e r v i c e s  which t h e  
- -  - -- -- - - - - --- -- -- -- - -- - - -- - - - - -- 

- l a r g e r  firms find u i i e c o n d c  t o  produce. The new e n t e r p r i s e s  a lso 
d 

h e l p  r e d u c e  t h e  r e g i m e s  i n c r e m e n t a l  c a p i t a l - o a t p u t  r a t i o  since many 

new f i r m s  are e s t a b l i s h e d  on the basis of second-hand equipment ,  
= 

c,haap p r e m f s e s  add p e r s o n a l  c a p i t a l .  T h u s  t h e y  are able t o  p r o v i d e  
I 

a d d i t i o n a l  r e g i o n a l  o u t p u t  and eap loyment  far more c h e a p l y  t h a n  t h e  

e x i s t i n g  large ~ l a n t s  within t h e  r e g i o n .  
- - - - - - - - - -- - - -- - -- - -- - -- - - -- 

The new f i r m s  also p r o v i d e  a s o u r c e  o f  t e c h n o l o g i c a l  i n n o v a t i o n  

for a region. T h e y  p rov ide ,  for exa*e,. a n  o u t l e t  for h i g h l y  s k i l l e d  

t e c h n i c a l  staff lea 'v ing  e x i s t i n g  companies  t o  set  up their own 

e n t e r p r i s e s  t o  e x p l o i t  t h e  d i s a r v o r i e s  t h e y  hare made. To what extent 

d t h e  new and small firms are i m p o r t a n t  for i n n o r & i o n  and i n v e n t i o n  I 

has n o t  be& p r o p e r l y -  determined, The d e b a t e  on t h e  c o n t r i b u t i o a  of 
4 

9 1  new firms fo research, i n r e n t i o n  and i n n o v a t i o n  as compared t o  
/ 

t t ~ e - % a r ~ a k & - & ~ i h e ! r m s  has bean i n c o n c l u s i v e .  Viers of bo th  
'0 

Weies arc ce, -e a* 
1 - 

regard t h e  c o n t r i b a t i d  of small i n d i v i d u a l  firms to i n n o r i t t i o n  as 



re larkve ly  i n s i g n f f i c a n t ,  whilst others regard them as t h e  main 

s o u r c e ,  i f  n o t  of i n n o v a t i o n  in genera l ,  t h e n  a t  least' o f  t h e  more 

i m p o r t a n t  ones. Typical  of t h e  first s c h o o l  is t h e  approach b y  

G a l l r r a i t h  (quoted  i n  P reenan ,  1971, p.2) who has d e r i d e d  the * s m a l l  

man* theory: 

There is no more p l e a s a n t  fiction t h a n  t h a t ,  t e c h n i c a l  c h a n g e  
i s  the p r o d u c t  of t h e  matchless  ingenu i ty  of , s m a l l  ran .-a 

T e c h n o l o g i c a l  d e v e l u p a e n t  has long shce Become the p r e s e r v e  
of the scientist and  e n g i n e e r ,  Host o f  t h e  cheap a n d  simple 
i n v e n t i o n s  have,  t o  p u t  it b l u n t l y ,  have  been made", 

A s  a g a i n s t  this, o t h e r  writers have  p o i n t e d  out  t h a t  such key 
-- - - -  - - -  -- -- --- - - - - -- - - -- - - - -- - - 

i n n o v a t i o n s  a s a h B a k e l i t e ,  t h e  b a l l p o i n t  pen, r a d i o ,  t h e  p i l l  and 

i n s u l i n  were the result of the i n i t i a t i v e  of i n d i v i d u a l  i n v e n t o r s  

e s t b l i s h i n g  s a a l l  * i n n o v a t i o n  f i r n s  (Freeman, 197 1, p- 3). The a b s e n c e  

of empirical d a t a  o n  t h e  role of i n n o v a t i v e  a c t i v i t i e s  of small 

i n d i v i d u a l  firms have r e s u l t e d  i n  t h e  above  d i f f e r e n c e  of op in ion ,  

*be - - - compar ison -- - - is a l l - t h e  more d i f f i c u l t  a ~ e  t o  theepzohknsaf 

q u a n t i f y i n g  the amount of i n v e n t i o n  and i n n o v a t i o n  c o n t r i b u t e d  by t h e  

r e s p e c t i v e  sectors. I n  r e a l i t y  the r e l a t i v e  f mportance o f  small and 

l a r g e  firms i n  i n n o v a t i o n  i s  likely to vary  c o n s i d e r a b l y  from one 

i n d u s t r y  t o  another, 

~he-majot-y of thmpf=rs are small, Because of the r i s k s  
* -. 

aard nacertaint i iTZ i n r a l v e d  i n  t h e  i n t r o d u c t i o n  of. new products and 
B 

processes ,  and the highly i n d i v i d u a l i z e d  aspect o f  these i n v e s t m e n t s ,  - 



- - -- - - - - - - - - - - - - - 

new firms command less f i k a n c i a l  r e s o u r c e s  from the e s t a b l i s h e d  

c a p i t a l  market. H e w  s k i l l s ,  t e c h n i q u e s ,  aad products d o  n o t  

n e c e s s a r i l y  f i n d  r e a d y  a c c e p t a n c e ,  Thus even  i f  f i n a n c i d l  a n d  other 

r e s o u r c e s  are available, new p l a n t s  u s u a l l y  s t a r t  a t  a amall scale, 

Beyond this o b s e r v a t i o n ,  however, t h e  c o n d i t i o n  f a v o u r i n g  
I 

e n t r e p r e n e u r s h i p  ate not g e n e r a l l y  well u n d e r s t o o d  and o f f e r  
0 

p o t e n t i a l l y  r i c h  r e s e a r c h  f s o n t i e r  s, I 

I n  t h e  a b s e n c e  of e m p i r i c a l  studies the factors i n f l u e n c i n g  t h e  

f o r m a t i o n  of new firms c a n  o n l y  - be - s p e c u l a t e d  - upon, - - Thus - -- t h e - r a t e  - - - - -- and -- 

- 

t h e  nature of t h e  new firm f o r m a t i o n  i n  a r e g i o n  and the r e s u l t i n g  

d i v e r s i f i c a t i o n  p r o c e s s  uoa ld  seem t o  be d e t e r m i n e d  b y  a v a r i e t y  of 

' env i ronmenta l ,  e c o n o a i c  and c u l t u r a l  f a c t o r s .  Some of t h e s e  

d e t e r m i n a n t s  f o r  example a r e :  t h e  c h a r a c t e r i s t i c s  of t h e  p a r t i c u l a r  

staples of t h e  r e g i o n ,  t h e  characteristics o f  t h e  domestic and  t h e  

-erport market of  t h e  region inemroeits-size-meinlrage- - - -- - -- 

r e l a t i o n s h i p :  t h e  n a t u r e  of the e x i s t i n g  i n d u s t r i a l  s t r u c t u r e  of t h e  

reg ion :  t h e  c u l t u r a l  c h a r a c t e r i s t i c s  of t h e  region 

e n t r e p r e n e u r i a l  s u p p l y  a n d  t h e  r a t e  of g r o v t h  ~f t h e  region.  It 

s h o u l d  be  p o i n t e d  o u t  t h a t  none of t h e s e  factors a r e  s a t n a l l y  

e x c l u s i v e ,  I n f o r m a t i o n  from e m p i r i c a l  s t u d i e s  on t h e - r e l a t i v e  role of 

each o f  these f a c t o r s  on new f i rm f o r m a t i o n  s t u d i e s  is very  scant, 

T h e  r o l e .  of t h e  s t a p l e  commodity is a n  i m p o r t a n t  de te rminan t .  
- - - - - - - - - -- - -- - - - - 

Dere lop ing  on t h e  work o f  Harold I n n i s ,  C. B- Fay e x p r e s s e d  t h e  p o i n t  

most s a c c i n t l y :  " t h e  e m p h a s i s  is o n  t h e  commodity itself: i ts 

s i g n i f i c a n c e  f o r  p o l i c y ;  t h e  t y i n g  in of one  a c t i v i t y  w i t h  a n o t h e r ,  



t h e  uay i n  w h i c h  a basic commodity sets t h e  g e n e r a l  pace,  c r e a t e s  new 

a c t i v i t i e s  and i s  itsel'f s t r e n g t h e n e d  or p e r h a p s  d e t h r o n e d  b y  its own 

c r e a t i o n w  (quoted  i n  Uatkins, 1963, p. 144) - an i m p o r t a n t  

c o n s i d e r a t i o n  here is  t h e  t e c h n o l o g y  of t h e  i n d u s t r y  r e q o i r e d  t o  
? 

p r o c e s s  t h e  s t a p l e ,  Some i n d u s t r i e s  f m o s t l y  t h e  t r a d i t i o n a l  r e s o u r c e  

p r o c e s s i n g  o n e s )  i n v o l v e  rather si r p l e  t p r o c e s s i n g  and Sndace  v e r y  

l i t t l e  sub-con t r a c t e d  t y p e  manufac tu r ing  a c t i v f t y ,  On t h e  o t h e r  hand 

there a r e  t y p e s  of i n d u s t r i e s  whose p r o d u c t s  r e q u i r e  p r o d u c t i o n  i n  

s t a g e s  a n d  i n  parts (a g,. Aerospace ,  - Automobi le) ,  -soKe of mh+ch are -- 
-- - 

b e t t e r  produced by  s u b c o n t r a c t e d  work o u t s i d e  t h e  main p lan t .  These 

i n d u s t r i e s  o b v i o u s 1  y w i l l  r e s u l t  i n  a f a v o u r a b l e  env i ronment  f o r  

i n d i v i d u a l  e n t r e p r e n e u r s ,  

I n  a d d i t i o n  the s i z e  of t h e  d o w s t i c  market  and t h e  e x p o r t  

market  determines t h e  scope f o r  t h e  f o r m a t i o n  of new activities- 

B ~ s f n e s s  enthavo?srs, u h a  tever t h-e-kindan-h s h e - r e q ~ 1 k ~  FertaTii -- - - - 

u n i a u m  t h r e s h o l d  p o p u l a t i o n  base, The s m a l l e r  t h e  size of t h e  market  

t h e  more l i m i t e d  w i l l  be i ts  c a p a c i t y  f o r  a large number of 

manufac tu r ing  a ~ t i v i t i e s ,  E x i s t e n c e  of a  l a r g e  marke t  t e n d s  t o  
J 

n i n i a i z e  the t s s k s  of i n t r o d u c t i o n  of new p r o d u c t s  and p r o c e s s e s ,  The  

demand p a t t e r n  i t s e l f  of a  large market  is v a r i e d  and o p p o r t u n i t i e s  

for .any t y p e s  of a c t i v i t i e s  a r e  greater, 

T h e  n a t u r e  of t h e  e x i s t i n g  i n d u s t r i a l  s t r u c t u r e  i s  a l s o  t h o u g h t  
- - - -- - - - -- -- 

to  be very i n f l u e n t i a l  i n  i n d u c i n g  t h e  growth of new i n d i v i d u a l  
- - - -- - - - -- --- 

manaf acturing a c t i v i t i e s ,  As already s t a t e d  a s t r u c t u r e  dominated  by 

a  few l a r g e  h i g h l y  c o n c e n t r a t e d  i n d n s t r i e s  u s u a l l y  r U i t a t e s  a g a i n s t  



- - - - - - - - - - - - -- - - - - - -- - - - - 

C 

J' 
- - -- -- - - - - 

t h e  s u p p l y  of e n t r e p r e n e u r s ,  T h i s  kind o f  s t r u c t u r e  t e n d s  t o  a b s o r b  

t h e  r e g i m e s  e n t r e p r e n e u r i a l  manpouer w i t h i n  i t s  f o l d s  and t h u s  

r e t a r d  t h e  d i v e r s i f  i c a t i o a  process o f  t h e  region.  -The s p a t i a l  

. stractnre of a r e g i o n  is a l s o  t h o u g h t  t o  a f f e c t  t h e  f o r m a t i o n  of new 

firms, I n  p a r t i c u l a r ,  a c c o r d i n g  to the i n c u b a t o r  hypothesis b i r t h s  

rates of f i rms w i l l  t y p i c a l l y  be  h i g h e r  i n  the c i t y  cote a r e a  of 

l a r g e  i n d u s t r i a l  r e g i o n s  b e c a u s e  of a c c e s s i b i l i t y  to c h e a p  labour, . 
b u i l d i n g s ,  b u s i n e s s  s e r v i c e s  and o t h e  t y p e s  of i n f r a s t r u c t u r e ,  I n  

considered,  

F i n a l l y ,  it i s ' p o s s i b l e  t h a t  the r e g i o n ' s  growth rate c o u l d  

influence t h e  gcdwth of i n d i v i d u a l  small manufac tu r ing  

establishment$.  ?or example,  it may be r e a s o n a b l y  a r g u e d  t h a t  an - Y 4 
2%-2 

o v e r a l l  ba lanced  and  steady growth rate of t h e  economy c r e a t e s  " 

d e c l i n i n g  rate a p p a r e n t l y  would result i n  t h e  o p p o s i t e ,  However, a 

very fast rate of growth i n  a r e g i o n  (as B.C. h a s  been e x p e r i e n c i n g  * 
* '-4- 

i n  t h e  last two d e c a d e s ) ,  based  on t h e  e x p l o i t a t i o n  of certa+o "- 

* ?- . -c 

r e s o u r c e  f a c t o r s ,  c o u l d  c o n c e i  vabl 7 d i s c o n  rages e n t r e p r e n e u r i a l  
3 

activities i n  new sectors i f  t q  sectors e x p e r i e n c i n g  s u c c e s s  ' c roud 
7 L. 

9 

o a t 1  t h e  o t h e r s  by' a b s o r b i n g  a v a i l a b l e  factors of p rodnc t ion ,  



D i f f i c u l t i e s  a 1af o r m a t i o a  Collection on 
d 

The d i f f i c u l t i e s  of m o n i t o r i n g  t h e  p r o c e s s  of b i r t h  ( d e a t h ,  

e x p a n s i o n  and m i g r a t i o n )  6r new firms are great. ~ i f f i c o l t y  i n  
7- 

o p e r a t i o n a l l y  d e f i n i n g  a .new firm Bake t h e  mere i d e n t i f i c a t i o n  and  

t h e  d e t e r m i n a t i o n  of t h e  size o f  a new f i r m  p o p n l c t i o a  of a r e g i o n  a  

d i f f i c u l t  task. Annual c e n s u s  reports r a r e l y  i n c l u d e  d a t a  on these 

aspects, Loca l  a g e n c i e s  seldom p r o v i d e  up t o  d a t e  i n f o r m t i o n -  The  

p l a n n i n g  offices,  w h e r e  one might  go for i n f o r m a t i o n  on' new, firms may 

n o t  be a b l e  t o  provide correct i n f o r m a t i o n  because of several factors 

l i k e :  time l a g s  i n  the i n f o r m a t i o n  c o l l e c t e d  and when t h e  i n f o r m a t i o n  

i s  r e q u i r e d  for research p u r p o s e s :  c o n f i d e n t i a l i t y  

which f o r b i d s  t h e  giving o u t  of t h e  information t o  ,someti~es 

o t h e r  asgects of the economy. Thus a c a r e f u l ' a n d  s y s t e m a t i c  r e c o r d i n g  

of the a p p e a r a n c e  of new firms of a  r e g i o n  i s  the first p r e c o n d i t i o n  

t o  s t u d y  t h e i r  r o l e  i n  the i n d u s t r i a l  d i v e r s i f i c a t i o n  p&ess. 

The .role of new i n d i v i d u a l  firms i n  t h e  d i v e r s i f i c a t i o n  p r o c e s s  ' 
- - - - - - - - - 

of a r e g b n  may be c o n s i d e r e d  i m p o r t a n t  for  a v a r i e t y  of r e a s o n s  
- - - - - - - -- - - - -- 

i n c l u d i n g  the v i t a l i t y  and  t h e  r e s p o n s i v e n e s s  o f  'these f i r ~ ~  t o  the 

r e g i o n a l  change inpulsest .  Some f a c t o r s  i n f l u e n c i n g  the rate of 



f o r m a t i o n  of new firms i n  v a r i o u s  r e g i o n s - h a v e  been i d e n t i f i e d  
f 

a l t h o u g h  t h e i r  r e l a t i v e  i m p o r t a n c e  is n o t  well unde r s tood .  

F u r t h e r m o r e ,  t h e  factors i n f l u e n c i n g  the-e oi formation of new 

industrial firms h a v e  n o t  been a d e q u a t e l y  s t u d i e d  e m p i r i c k y .  I n  

t b i ~  r e g a r d  it m i g h t  be n o t e d  t h a t  t h e  s t u d i e s  of new firms went ioned  

so far h a v e  nostly-been d o n e  i n  cities ( and  r e g t o n s )  which h a r e  l o n g  

been i n d u s t r i a l l y  developed, u s u a l l y ,  a t  l e a s t ,  s i n c e  t h e  n i n e t e e n t h  

c e n t u r y .  T y p i c a l l y  t h e s e  cities are s i h a t e d  in m a t u r e  i n d u s t r i a l  

- 
- regions in which there 5& a coasi&raUe aeewalat-iort of slck*Is &- - 

t h e  s e c o n d a r y  m a n n f a c t u r  ing s e c t o r  a n d  i n  which c e n t r a l  gove rnmen t s  

h a r e  f o r  some t i m e  o f f e r e d  i n c e n t i v e s  t o  f u r t h e r  a t t r a c t  s e c o n d a r y  

- manufac tu r ing ,  T h e  Vanconvet  H e t r o p o l i t a n  a r e a  is d i s t i n g u i s h e d  from 

the t y p i c a l  cases examined i n  t h e  l i t e r a t u r e  by v i r t u e  of i ts 
p- % 

s i t u a t i o n  w i t h i n  a r e s o u r c e  ( f r o n t i e r )  region. It i s  t h e  o n l y  
- - - -- 

- - -- -- -- 
- --- -- -- - - 

dominan t  i k d u s t r i a l  area i n  i t s  r e g i o n  and  i t  i s  somau4,t i s o l a t e d  by 

i ts  r e m o t e n e s s  from t h e  rest of t h e  p r e v a i l i n g  consumer  m a r k e t  of 
't 

I N o r t h  America, Its i n d u s t r i a l  growth h i s t o r y  i s  v e r y  r e c e n t  a n d  has 

p r i m a r i l y  o c c u r r e d  w i t h i n  t h e  last 100 y e a r s ,  A l l  t h e s e  dif fetences 

o f f e r  a n  i n t e r e s t i n g  area for t h e  study of t h e  r o l e  of new firms i n  

t h e  r e g i o n a l  d i r e r s i f  i c a t i o n  p roces s ,  
t .  



I V ,  Dirersif i cat ion  of Vancouter*s mnuf actorfag Structure, 

1961-1971: A Statistical O r e r r i e r  

T h i s  c h a p t e r  of t h e  thesis prov ides '  a  s t a t i s t i c a l  p r o f i l e  of 

changes  i n  Vancouver 's m a n u f a c t u r i n g  s t r u c t u r e  betreen  1961 an& 1971. - 

r 

T h e  s a l i e n t  features of the a- .anufacturing s t r u c t u r e  of t h e  

n e t r o p o l i t a n  r e g i o n  and its changes d u r i n g  t h e  s t u d y  period a r e  first 

noted, A T h i s  is followed by a  s h i f t  share a n a l y s i s  w h f c h  p r o v i d e s  -. - -- 
- -  - 

f n r t h e r  insights i n t o  t h e  r e l a t i v e  impor tance  of t h e  manufac tu r ing  

sector o f  t h e  s t n d y  r e g i o n  v i a - a - v i s  t h e  n a t i o n  a s  a whole. Shift 

s h a r e  a n a l y s i s  e s s e n t i a l l y  explains t h e  r e g i o n a l  employment change i n  

t e r n s  of ' l o c a l '  and ' i n d u s t r y  mix * f a c t o r s  and is a  wide ly  used 
J 

t e c h n i q u e  i n  r e g i o n a l  economic a n a l y s i s -  S u b s e q u e n t l y  the r e l a t e d  

*-sf f *ation iuHces revi-eued in-Chaq t ~ r 3 a r e ~ c x 1 c - t r t a t e d - f  orr t h e  - - ---- 

s t u d y  r e g i o n  for  t h e  two periods, u s i n g  t h e  20 c a t e g o r y  s t a n d a r d  

c l a s s i f i c a t i o n  o f  i n d u s t r i e s  and also f o r  a more d%saggregafsd set of 

38 c a t e g o r i e s  of m a n u f a c t u r i n g  i n d u s t r y .  T h i s  a n a l y s i s  a l l o w s  (a) a 

comparison of t h e  r o l e  o f  the d i v e r s i f i c a t i o n  measures  t h e m s e l v e s  and 

(b) an a s s e s s m e n t  of t h e  r o l e  of bow i n d u s t r i a l  a g g r e g a t i o n  affects 

the v a l u e  of t h e  above i n d i c e s ,  (c) a n  o v e r a l l  ( s t a t i s t i c a l )  

indication of Yancoaver' s manufac tu r ing  s t r u c t u r e ,  1 1 ,  197 1 and a 
- - - - - - - - - -- - - - -- - - -- 

c o n t e e i n  which t o  examine the survey  r e s u l t s  of sampled firms, It 
i - 

should be  p o i n t e d  o a t  h e r e  t h a t  t h e  s e l e c t i o n  of t h e  years 1961 and 

1971 was p r i m a r l y  d i c t a t e d  by d a t a  a v a i l a b i l t y  c o n s i d e r a t i o n s ,  



~ a n a i a c t u r i q g  E B P ~ o Y ~ ~ ~  hg Vancouver ~eti- - * llrea 

In 1961 t h e r e  were 57,485 w o ~ k e t s  e a p l o y e d  i n  t h e  manufac tu r ing  

i n ' d n s t r  ies of t h e  Vancouver H e t r o p o l i t a n  a r e a  and t h i s  c o n s t i  t n t e d  

a b o u t  4 %  o f  t he  nation's m a n u f a c t n r i n g  e n p l o y n e a t  (Tables 4.1 and 

4-2)- By 1971 t h e  region added a farther 19 ,290-uorkers  to its 
\ 

m a n n i a c t u r i n g  labour force which represented a 33% indrease  or^ t h e  

1991 base i n  compar i son  t o  t h e  21% i n c r e a s e  a t  t h e  n a t i o n a l  l e v e l .  I n  tT 

- - - - - -- 

other words, = ~ f a c t o r i n g  grew r a s t e r  i n  t h e  Vancouver m e t r o p o l i t a n  

area t h a n  i n  t h e  n a t i o n  as a whole betwden 1961-1971, Within t h e  

m a n u f a c t u r i n g  i n  t h e  ~ a n c d n v e r  ~ e t r o ~ o l i t a n  region 
I 

accoun ted  for 51% of  t h e  t o t a l  n a n u f a c t u r i n g  eap loyment  and i n  1971 

t h i s  share s l i g h t l y  . i n c r e a s e d  t o  52%. O f  c o u r s e ,  o u t s i d e  of the 
& 

As with o t h e r  cities i n  loorthe America, daring the study' p e r i o d ,  

m a n u f a c t u r i n g  growth was greater i n  t h e  m u n i c i p a l i t i e s  immedia te ly  

adjacent t o  the c i t y  and e v e n  farther out ,  Thus between 1961-71 
I 

manuf act uring employment i n  the c i t y  itself a c t u a l l y  dropped i n  

a b s o l u t e  terms from 28,269 t o  22,945 representing a 20% d e c l i n e  from . 4 

1961. As a consequence of this d e c l i n e ,  ' t h e  c i t p  of V a n c o n v e r * ~  

a p p a r e n t  that a s i g n i f i c a n t  p r o p o r t i o n  of t h e  d e c i i p e  of - 

lanufactarizrg employment i n  Vancouver c i t p  r e s u l t e d  i r o k  t h e  
4 



r e l o c a t i o n  of many sannfactnriag i n d a  triss to the - o u t e r  7 
m u n i c i p a l i t i e s ,  The e x t e n t  and n a t u r e  of t h i s  r e l k a t i o n  c o u l d  n o t ,  

h o v e r e r ,  be d e t e r m i n e d  i n  the absence o f  a n y  p u b l i s h e d  d a t a -  
? 

The wood i n d u s t r i e s  a n d  the food and beverage i n d u s t r i e s  

d o ~ i n a t r d  the i n d u s t r i a l  c o m p o s i t i o n  in both years, a l t h o u g h  a 
- - - 

decline of t h e i r  inportance by 1971 is a l s o  e v i d e n t  (Table 4.1). The 

> - l o c a t i o n  q u o t i e n t s  of t h e s e  two i n d u s t r y  groupa were 3.56 and-%S8 i n  
-r 

- 
1961 and 1971 and 1.28 and  1-10 i n  1961 and 7971 r e s p e c t i v e l y  (Table 

-- - - -- -- - - -- - 
- - - -- 

- 

4.9) - The Wood i n d u s t r y  g r o u p  is thns Vanconver*~ most d i s t i n c t f  re 

aanaf  a c t u r i n g  f nnct $on, With in  t h e  sub-groups  included in the Mood 

industries sector, saw r i l l s  were easily the must i m p o r t a n t  (Table 

4.2) . ah9 d e c l i n e  i n  b o t h  t h e  Wood i n d u s t r y  group a n d  t h e  ? o h  and 

~ e v e r a ~ h  g roup  h a s  been caused bg a  general decline i n  a l l  t h e  
---v 

- - -- sn -- bgroups t h a t  ~ a k e  u p  these t u o  b r < ~ a d ~ a n p s ~ ~ - f o r  4 m s - o ~  wo- 
t 

e x c e p t i o n s ,  Sash and d o o r  a n d  o t h e r  iill -work, and t h e    is cell an eons 

Food sobgronps h a t e  r e g i s t e r e d  c o n s i d e r a b l e  grouth- f n d u s + i e s  

sh>oving s i g n i f i c a n t  i n c r e a h s  i n  t h e i r  r e l a t i v e  p r o p o r t i o n  i n  t h e  

r e g i o n 6  i n d u s t r i  c o m p o s i t i o n  a r e  a e t a l  f a b r i c a t i o n ,  f lachinary  

i i n d n s  ries, T r a n s p o r t a t i o n  Equipment i n d u s t r y ,  electrical p r o d u c t s  

i n d u s t r y  and  Bon-meta l l i c  m i n e r a l  i n d u s t r y -  thns, e r i d e n c e  of a 

gradual decline i n  t r a d i t i o n a l  r e s o u r c e  processing i n d u s t r i e s  and 
- - -  -- 

growth of machiiiery, e n g i n e e r i n g  and some s c i e n c e  b a s e d b i n d u s t r i e s  is \ 

apparenr i n  the r e g i o n ' s  c h a a i i ~ i n d u s t r i a l  compos i t ion-  @hen 

coapared  with t h e  i n d a s t r i a l  c o m p o s i t i o n  of  t h e  province of B-C. t h e  

Vancouver m e t r o p o l i t a n  region a p p e a r s  sf m i l a r  ( T a b l e s  4- 3 and 4. 4)- 



Table 4:1 

Food 8 -7- 
- Bever-age 11461 (-39-9) 52085 (15.7)  219185 (15.6) 2*2030(-t4-2) - 

Tobacco k , 

Products 11 (-02) 1 0 (, 13) 8833 (-63) 8945 (-52) 

Leather 
Industr ies  286 

K n i t t i n g  
gins 316 

- - - 

Clothing 
I n d u s t r i e s  1690 

Wood 
Industries 14422 

~ u r n i t u r e  
I n d n s t r i e s  2050 (3-6) 2275 (2.9) 35696 (2-5) 4Q195 (2-6)  - 

Paper 6 a l l i e d  
I n d u s t r i e s  3727 (6.5) 43 10 (5-6) 101640 (7-2) 123825 (7.3) 

~ r i n t i &  ana 
P u b l i s h i n g  4691 (8.2) 6580 (8-6) 88265 (6.0) 103480 (6.0) 

1 



Table 4:l ( c a n t h u e d l  

Qf d a a a f a c t a  J$mvlorment ig ggs - 

B-4 for 20 J- .W, 
, 

9 v~acoa reg S S X ~ ! ~  

Indnstr  y 196 1 - i -  * L e  

Primary Beta1 
f n d n s t r i e s  1707 ( 2 - 9 )  

Transportation 
Equipment 2974 ( 5 - 2 )  

electricdl 
Prod acts 1343 (2-3) 

Rort-rketztU&- --7 - 

Hip, Indns, 1128 (9, (3) - 
Petroleum 8 
Coal 1156 (2.0) 

Chemical  S 
C h e ~  Prod- 32199 (2-2) 

~ - - ~ H I I I I - - - - ~ - - - H I I U O ~ O - Y * - H - W H I ~ - ~ ~ ~ - - -  

Total 57485 (100%) 76775 (1001) 1400865 ( 1 0 0 1 ) ~ 7 0 7 3 2 & ( 1 0 0  

S o a r c 5  Census of Canada 

1. ribres i n  parcmtlteses refer t d p e r c e n t a g e q .  - 
r- 
- -- 



I ndastry  
Canada 

1961 1971 
-- - - 

Reat & -- - - --. - 
Poul try  1837 ( j -Z j  1 - 2240 (2-9) 1 31135 (2-3) 1 38 130 (2-3) 

* 

Pi sh 
Products 2401 (4.2) ( 1805 (2.3) 1 20464 (1,5)-J 30070 (1.8)- 

Vegetables 865 (1-5) 825 (1-0) 1 13881 (.99) 1 18700 (1.1) 

Dairy , 
Products 

Feed ' 

Industry 

Beverage 
I n d u s t r i e s  

Tobacco , 
Prodacts : 

Robber 
P r o d n c t s  

Zest her 
Pro&uct s 

M/P Clothing 1306 (2-3) 2130-(2-8)j  61193 (1,6)1 78159 (1.6) . 



gaacoarq aetrovolitm for 38 
- 2 -  

'lancoaver 

- 8 
-- - - -- - - --- - - - 

3 
-- - --- --- - -- -- 4-SIp- 

6 Other 997 (1.7) 1535 (2) 19026 .(1.35) 10365 (. 9 )  -~ 
a * 

Wooden Bor 179 ( - 3 1 )  -205 ( - 2 7 )  4573 (-33) 

I l i s c ,  Uood 68-9 (1-2) 685 ( -9 )  -6654 ( - 4 7 )  
* 46s0 (- t , ' 

6655 (-41, 
1 

Furniture : J 
- 5 2eatures 2050 (9-6) 2265 (2,'9) ' 3S696 (2-5) 44195 (2.6 

Pulp S Paper '2130, (3-7) 2065 12-7) 72141 IS, 1) 84875 (4.9) 
. - , 

@ "  
-- 

Asphalt A 
Roofing . . - -287 (-50) 115 (-16). 2570 (dm) 950 (-06) 

, . F g  I\L 894 91.6) 1 1 9 5  (2.2) 17266 (1.2) i2715 (1.1) 

O t b e t  Paper 416 (-7) 620 t 5 S )  9663 1-69) 15235 (. 9) \ 
\i 

{Table 1:2 caatiar#d an next page) - --_ 



, . 
Table 4: 2 (continued) - P 

I -IfaF 

/ . m e r  for 3 m u s t x i e s a  rsslg 1 w 1  

Vancouver Canada 
* 

Industry 196 1 197 1 196 1 197 1 

Truck Body/ 
Trailer 469 (-8) 820 (1.1) 3555 ( - 2 5 )  13355 (-8) 

S h i p b a i l d i  ng/ 
Repair 1518 '(2.6) 1705 (2.2) '16271 (1-2) 13245 (-8) A 

Boat B u i l d i n g  -- - 
- -- -- - -- -- - -- - - - - - - -- - - -- -- 

-- 
-- - 

B e p a i t  394 ( -7 ) -  7W ( ,  Q) 4634 ( - 3 3 )  4970 ( - 3 )  

O t h e r  Trans, 
Eqaipment - 593 (1)  1650 (2-1) 9356 f  (6-7) 132625 (7.8) 

&t-rOleam - -- -- - - - -- - 

4 

8 Coal 1156 $2) 645 (-8P) 16959 (1.2) 19710 ( 1 - 1 )  
, , 

- 
Chemical d 
Chemical 1290 ~ 2 ) .  22'65' (3) 695j0  (4-9) 78735 (4.6)  

source: census of ~anada.  * 

Pigpres in paraatheses refer to percentages 



T h i s  is not unexpected i n  that most of t h e  p r o v i n c e ' s  a a n a f a c t a r i n g  

i i i d u s t r y  i s  c o n c e n t r a t e &  i n  and a round  the Va d outer reg ion ,  

S h i f t  and share a n a y l s i s  i n v o l v e s  a compar ison,  u s u a l l y  on t h e  

h-sis o f  employment, of indrzs t ry  s t r u c t u r e  i n  a s t u d y  s e q i o n  w i t h  t h e  
- 
- - -- - - -- 

i n d u s t r y  s t r u c t u r e  of a bench mark r e g i o n  which is u s u a l l y  t h e  

I n a t f  on, -1n p a r t i c u l a r ,  shift and s h a r e  a n a l y s i s  p a r t i t i o n s  r e g i o n a l  

employment c h a n g e  i n t o  too * s h i f t t  and one ' s h a r e *  comgonents ,  

a l t h o u g h  a n a l y s e s  t y p i c a l l y  f o c u s  o n l y  on t h e  s h i f t s -  The n a t i o n a l  

* s h a r e g  component r e p r e s e n t s  . the  a n o a n t  by which r e g i o n a l  employment 

- - t i l a - L a ~ g r o m  i f i f  li* ggrOmpat t h e  n a t i G j i i a ~ ~ m f h e 3 & i i d y - p  

period, T h i s  is t h e  nbrm f o r  t h e  r e g i o n  from which d e v i a t i o n s  are 

measured, The * s h i f t  ' components  r e p r e s e n t  any d e v i a t i o n s  of r e g i o n a l  

employment from t h e  n a t i u a a l  share- They t e n d  t o  be p o s i t i v e  in - 
p r o s p e r o u s  g rowth  areas a n d  n e g a t i v e  i n  r e l a t i v e l y  d e p r e s s e d  qreas, 

B e t  shifts from any r e g i o n  c a n  be s u b d i v i d e d  i n t o  two components: (a) 

t h e  @ p r o ~ o r t i o n a l i t y  s h i f t  componentr a n d  (b) the * d i f  ferentia'l shift 

component*, The p r o p o r t i o n a l i t y  s h f  ft component i s  also known a s  t h e  

* i n d u s t r y  mixr ef fe& and measures  the amount of net r e g i o n a l  s h i f t  
- 

a t t r i b u t a b l e  t o  the c o n p o s i t i o n  of i n d u s t z i a l  sectors i n  t h e  reg ion .  

T b i  s component w o a d  be p o s i t i v e  i n  areas s p e c i a l i z i n g  i d  n a t i o n a l l y  



Table  Q:3 

D f s t r i b u t i o g  qf ~ a n n f a c t m i n q  -sh g o l u r b ~  for 

Industry 196 1 1971 

01, Food C Beverage 16311 (14.8) 20290 (13-8) 
02- Tobacco P r o d u c t s  16 (-01) 105 (-07) 
03- Rubber E Plastics 171 (-2) 1035 ( -7 )  
04. Leather Industries 2 9 9 3 L  - 3 4  ---------- 
[)5, ~ex= fhdu%iGX&s- 306 (-8) 1310 (-91) 
06. Knitting H i l l s  331 ( - 3 )  325 (-22) 
07, Clotbimg Industries 183Q (1.6) 2000 (1.6) 
08, Wood Industries 40842 (36.1) 44965 (30.6) 
09. Parnitare I n d u s t r i e s  2326 (2.1) 2815 (1.9) 
10. Paper % Allied 11545 (10.2) 17790 (12.1) 
It. Printing 8 Publishing 7020 (6.2 1) 9700 f6.6) 
12. Prirary Hetal 8062 (7.1) 7940 (5.4) 
13- Hetal Fabricating 6129 (5.4) 10480 (7-1) 
14. Hachinety I n d u s t r i e s  1749 (1.5) 3570 (2-5) 
15, Transportation Q844 (4.3) 

- --- 7240 (4-91 
- - ~ a c t t r c a  ~ r ~ a o c t s  1476 (1.3) 3550 (2.4) 
17. Uon-&tallic I i n e r a l s  1917 (1.7) B920 (3.3) 
18. Petroleum S Coal 1333 (1.12) 1275 (-86) 
39- Che~icals  S Cheaicals 2234 (1.98) 3725 (2. 53) 
20. Elisc. EanufacAar&ng 1765 (1.56) 229.5 (2.0) 
- - u - - - - - - - - H I I - I I I - * - - Y I U - - - o w - - - - - o - ~ I I H - ~ - -  

1 I3508 (100%) 146995 (100%) 

Source: Census of Canada 

1, Figures in parentheses refer t o  percentages 



u- 
Table 4:4 f 

D i s t r i b u t i o n  gf Hanufactatfnq & Britm ~ o l n a b  
38 1961 1971 

ia for 

Industry 
- 

1- Meat L; P o u l t r y  2186 ( 1  - 2785 (1.9) 
2- F i s h  Products SQ12 (3.9) 3710 ( 2 - 5 )  t 

3, Fruit lt Vegetables 1064 f1.6) .2365 (1.6) 
4- Dairy Products  - 2656 (2.3) 2350 (1.6) 
5. Feed Industry  371 (0.3) 8 t 5  (-55) 
6. Bakery Products 3492 (3-1) 3715 (2.5) 
7. Beverage I n d u s t r i e s  1978 (1-7) 2660 (1.8) 
8- 8 i s c e l l a n e o a s  Food 1267 (1-1) - 1905 (1-3) 
9. Tobacco P r o d a c t s  16 ( - 0 9  105 (-07) 

- UL, Itsb&e --- - --- -*7q f+-Mt - - - - =--= 

11. Leather Products 468 ( - 4  1)  365 (-2) 
12, Textile Indastries 906 1-79) 1340 (-9) 
13, Knitting H i l l s  331 (-29) 3 2 5  (-22) 
14. H/? Clothing - 1343 (1-2) 2240 (1.5) 
15. Other Clothing 487 (-42) la5 (-1) 
16- Saw Bills 31459 (27.7) 33570 (22-8) 
17, Veneer 6 Plywood 5127 (4-51) 7855 (5.34) 
18. Sash Door f Other 3351 (2.8) 2195 (1.5) 
19. Uooaen Box 253 (-22) 280 (-2) 
20- U i s c .  Wood 8S2 ( - 7 5 )  fd6O ( -7 )  

- 2J. PumifmeetFixtme- - -  -- 23Z(-)-38-tfi -9b- - -- - -- - 

22; Pulp b Paper 9810 (8.6) 15340 (10.4) 
23. Asphalt Roofing -318 (-28) 170 (-1) 
24 Paper Box 8 Bag . 1310 (1-35) 1840 (1.2) 
25\ Other Paper 425 ( - 3 7 )  435 ( -3)  
26 Printing 8 Publ i sh ing  7020 (6-18) 9700 ( 6 - 6 )  
27. Primary Beta1 I n d u s t r i e s  d 8060 (7-1) 7940 (5.4) 
2 Uetal m b r i c a t i n g  6129 (5-4) 10480 (7.1) 
29- Machinery I n d u s t r i e s  1769 (1-5) 3670 (2.5) 
30-  Truck Bo&y/?railer 491 (-13) 1540 (1.04) 
3 1 - Shipbuilding/Bepair 2965 (2.6) 2975 (1.75) 
32. Boat Building/Bepair  653 ( - 5 7 )  1195 (-8) 

P 3 -  Other Transport Equipment 753 (-64) 2030 (1-38) 
34, Clectrfcal Products  1476 (1-3) 3550 (2.43 

P( Er 35, loa- Cletallic Hinerals 1917 (17) 6920 (3.3) 
3b,-Petroleam U C o a l  1 3  ( 7 ) -  1775 (,&) - 

37. Ches i ca l  6 Chemical 2234 (2.9) 3725 (2-5) 
38. Clisc. Ranufactaring 1765 11.5) 2295 (2.0) 
-CIII-UI----I-------------------o-- - 113508 (900%) 106995 (1 00%) 
Source: Census Canada - 

1. figures in pareatbeses refer t o  percentage, 



- - - -- - -- - - - - -- -- - 

fas t -g rowing  sector€ a n d  n e g a t i v e  i n  a r e a s  specializing i n  n a t i o n a l l y  . 

slaw g r o u i n g  or e v e n  d e c l i n i n g  sectors. The  ' d i f f e k e n t i a l  s h i f t *  
* 

component, a l s o  known as t h e  ' l o c a t f o n a l *  or ' r e g i o n a l *  effect i s  t h e  
2 

I 

r e m a i n d e r  of t h e  shift. It measures t h e  amount of n e t  r e g i o n a l  . s h i f t  

2 e s u l t i n g  from s p e c i f i c  i n d u s t r i a l  sectors growing fas ter  or slower 

i n  ' the region t h a n  n a t i o n a l l y  owing t o  internaf lolratioaal factors, i n  

t h e  region.  thus a r e g i o n  w i t h  loeat ioial  a d v a n t a g e s ,  soch  a s  good 

r e s o u r c e s ,  would have  a p o s i t i v e  d i f f e r e n t i a l  component,  whereas a 

Hethods of c a l c u l a t i o n  of s h i f t l s h a r e  components  a n d  extens ions  of 
* 

t h e  t e c h n i q u e  h a r e  been e x t e n s i v e l y  documenteti else where  (D~nn, 1960; 

Asbby, 1964; T h i r w a l l ,  1967) and- a s  such h a r e  not been repeated h e r e -  h 

,Table 4.5 p r o v i d e s  t h e  summary r e s u l t s  of t h e  s h i f t  s h a r e  a n a l y s i s  o f  

Vancouver 's  i n d u s t r i a l  s t r u c t u r e  for t96 1 t o  1971, 

- t r a d i t i o n a l l y  i m p d r t a n t  i n d u s t r i a l  sectors of t h e  r e g i o n  e x h i b i t e d  a 
-t r e l a t i v e  d e c l i n e  i n  employment, S i g n i f i c a n t l y ,  q. l a r g e  number of 

t- 

o t h e r  n o h t r a d i t  i o n a l  sectors h a r e  r e g i s t e r e d  i m p o r t a n t  gains. -  The 

t r a d i t i o a a l l y  i m p o r t a n t  sectors, s p e c i f i c a l l y  the Hood Industry and 

the Food and Beverage  I n d u s t r y ,  were n a t i o n a l 1 1  d e c l i n i n g  o n e s  

a l t h o u g h  i n  the case of  the f o r m e r  there were i m p o r t a n t  o f f s e t t i n g  

local adan taages ,  The samepis trae fox tbe Priuf&ng and P u b l i s h i n g  
i 

sector - - - - - - - - - - which - - - - presumably  benefitted from t h e  r ap id  growth of the 

market  i n  t h e  Vancouver are& fn t h e  case of t h e  Food and Beverage  

sector and P a p e r  and Allied sector both  u n f a r o n r a b l e  l o c a t i o n a l  



Table  Q-5 + 

-- Industry a T o t a l  S h i f t  * D i f f e r e n t i a l  * *Industry nix* . 
Component Component 

Wood Ind's. -1385 1500 -2885 
Food 6 Bev, ' -1897 - 637 -1260 
lJeta.1 Pab- 2493 1975 . 518 
P r i n t  C Pub. - 1448 478 -1926 
F - - s ~ ~  -2-3T - -237 -- - - c - -  
Transport 1247 738 -509 
Furni ture  - 226 - 267 41  
Primary ffetal 288 15 1 137 
C l o t h i n g  213 53 4 - 321 
!lachine ry 1203 67 8 525 
aisc, ~ a n a .  186 406 0 - 
E l e c t ,  Prod, 1492 1263 229 
Chemical 69 1 807 - 116 

? Petro 8 Coal 765 - 695 - 70 
%on-Heta l l i c  1g04 I S 1 8  - 34 

-- - -ti* -- -- - - f 4 - -  - 4 f  1-Q-S --- --- 

Knit Hills - ,95 - 48 - 47 
Leather - 49 - 23 - 26 
Bubb, 6 Plas, 695 61 tl 81 
Tobacco 67 1 3  54 

- - - - - - - - - - W I I I W - - U - - ~ - - . I - ~ - ~ - - - - H - -  

- Source: C a l c u l a t i o n s  from Census of Canada f ignres, 

sf n d u s t r i e s  l i s t e d  according to  196 1 l o c a t i o n  quot i en t s .  

f a c t o r s  aad anfarourable  i n d u s t r y  m i x  factors have c o n t r i b u t e d  t o  t h e  

and rirtnre s e c t a r h a r e a m g e l y  negated b y  its l o c a t i o n a l  

disadvantage i n  t b e  area, O f  t h e  i n d u s t r i e s  exper ienc ing  positive 

change, Beta1 Fabricating, Transport Zguipment, Hachinery, E l e c t r i c a l  



r t  l o n - l l e t a l l i c  f l i ne r a l s ,  Pe t ro len .  and Coal, Chemical  

Znddst ry ,  Bu&ber and P l a s t i c s  have k e n  the most i m p o r t a n t  and they 

have en joyed  b o t h  f a v o u r a b l e  industry mix and l o c a l  e f f e c t s ,  The % 

r e l a t i v e  growth of these v a r i e d  types of i n d u s t r i e s  and  t h e  r e l a t i v e  

d e c l i n e  of the t r a d i t i o n a l  r e s o u r c e  b ~ s e  i n d u s t r i e s  of t h e  a r e a  a t  
- 

l e a s t  iaplies., t h e  e x i s t e n c e  of d i v e r s i f i c a t i o n  o f  the i n a  us t r i a l  
7- . 

structure of t h e  region,  

W i t h  t h e  c o n t i n u e d  i n d u s t r i a l  growth and expans ion  expe r i enced  

d a r i n g  t h e  last two decades ,  in the Vancouver R e t r o p o l i t a n  r e g i o n ,  a 

large  measure o f  d i v e r s i f i c a t i o n  v f t h i n  t h e  r e g i o n ' s  i n d u s t r i a l  

s t r u c t u r e  would be expected .  Table 4-6 p r o v i d e s  the results of t h e  
--- - - -- - - -- -- - 

compu ta t i ons  of  s e l e c t e d  i n d i c e s  of d i v e r s  if i c a t i o n  f o r  t h e  t r o  sets 

o f  i n d u s t r i a l  d i s a g g r e g a t i o n  for two p e r i o d s ,  196 t and 1971. The 

d e t a i l e d  c a l c u l a t i o n e  o f  e a c h  of the& i n d i c e s ,  a l l '  o f  u h i c h  assume 

d i v e r s i f i c a t i o n  and  s p & c i a l i z a t i o n  to be t h e  ex t r emes  of a s i n g l e  

con tin nu^ have been prov ided  in appendix 2, The r e l e v a n t  tipper and 

lower liaits of. t h o  indbces have also been provided i n  t h e  l a s t  two 

rows o f  t h e  table,  

w**thna-=, t h e  
2 

i n a c e s  i n d i c a t e  a well d i v e r s i f  i e d  industrial stmct ure, The 

coef f icf e n t  of S p e c i g l i r a t i o n ,  Gibb- l lar t in  index ,  B r i t t o n  index ,  a l l  

.- i n d i c a t e  v a l u e s  c l o m  to the n x i a u m  d i r e r s i f i c a t i o n -  W i t h  ti-, a l l  
-. 

0 



Table 4 2 6  -9+ 

Diversif ication i n  Vancborer: Summazy S t a t i s t i c s  

Value f o r  
. flax, - 0  0 1045 1938 1 1 22.0 16-2 
D i v e r s i f i c a t i o n  8 

1, On ly  the  summary s t a t i s t i c s  have been provided i n  t h i s  
." 

table, For c a l c u l a t i o n s  see Appendix 2 (Tables .2,1 - 2-8) 

the i n d i m s  indicate a @ s l i g h t r  tendency towards greater 

d i  warsif icat ion-  Thus, for example, i n  the case of the coefficient of 
-- - - - 

Specialization, the r e s u l t s  i n d i c a t e  t h a t  in 1961 i t  would hare been 
--- 

necessary to  r e d i s t t % b a t e  28% of t h e  reg ion's  employment to  meet the 

national @norm@ and by 19711 t h e  proprtion dropped to 231, Similar 

r e s u l t s  are obtained from o t h e r  indices, A 1 1  t h e  i n d i c e s ,  thus g i v e  
% 



c o n s i s t e n t  results. I n  t h e  case of t h e  T r e s s  Score  the value %f the  

index  i n  bo th  sets of '  c a l c u l a  t i o n s  i n d i c a t e s  a c e n t r a l  l o c a t i o n  ' i n  

the continuum d e f i n e d  by t h e  teraiaal values .  This i n d i c a t e s  t&&t t h e  

T r e s s  score is perhaps  a more u s e f u l  and s e n s i t i v e  i n d i c a t o r  of 

d i v e r s i f i c a t i o n  t h a n  t h e  o t  h a s ,  
i 

T h e  sff ect of t h e  nuaber  of c a t e g o r i e s  nsed in f n d u s t r i a l  

Glassificatioh is ma-itily a p p a r e n t  only i n  t h e  cases of  ths 

c o e f f i c i e n t  of S p e c i a l i z a t i o n  and t h e  Gibbs-flart in i n d e x  bo th  of 

wh ich  have t e r m i n a l  v a l u e s  t h a t  a r e  independent  of the number of 
- -- - -- -- -  - - - -- - - -- - - 

c a t e g o r i e s  of i n d u s t r i e s  nsed id  t h e  c a l c a l a t i o n s ,  I n  t h e  case of t h e  

c o e f f i c i e n t  of Specf  a l i o a t f  on t h e  effect of t h e  more elaborat-d 

c l a s s i f i c a t i o n  b a s  been to i n d i c a t e  an  i n c r e a s e d  l e v e l  of 

s p e c i a l i z a t i o n  whi l e  i n  the c a s e  of t h e  Gibbs-Martin i n d e x  t h e  respit 

has been t b e  oppos i te .  h check on t h e  formula of the Gibbs-flartin 

i n c r e a s e - i n  d i t ' e r s i f i c a t i o n ,  Thas, with r e s p e c t  to t h e  expression 

I = 1 -EX* /(EX12 i n c r e a s e d  d i sagg rega t ion  will almost invariably 
I 

reduce  td numerator  on t h e  r i g h t  hand side of t h e  e x p r e s s i o n  by 
.- 
t 

c o n s i d e r a b l e  amounts s i n c e  a l l  v a l u e s  are squared ,  while t h e  

denominator s t a l l s  t h e  sare), As s a c h  t h i s  raises s e r i o u s  q u e s t i o n s  

, abou t  t h e  u s e f u l n e s s  of the index. In t h e  othectro i n d i c e s ,  s i n c e  

- . t h e  t e r m i n a l  v a l u e s  are r a r i a b l e ,  t h e  effect of t h e  n a t u r e  of 
- - 

i 5 d u s t r i a l  c ~ a s s i ~ i c a t i o n  i s  unclear,  
n ; 

- - &--- 

lot wi ths t and ing  the obvious  i nadequac ie s  of t h  

stat* a g g r e g a t e  measures, t h e  r a l u e s  of t h e  indices 



e x p c t a t i o a s .  By 'end large t h e r e  

df rersif A c a t i o n  d u r i n g  e e  s t u d y  
6 

was soma ' s l i g h t *  tacrease i n  

period, To assess t h e  c o n t r i b u t i o n s  a 

made by f n d i r i d a a  1 i n d u s t r i e s  t o  t h i s  d i v e r s i f  i c a t i o n  t r e n d ,  t h e  

c a l c u l a t i o n s  i n v o l v e d  i n  Krom8ews i n d e x  may now be examined, . 
Tables 4.7 and 4 - 8  p r e s e n t  t h e  r e s u l t s  of tbe c o ~ p n t a t i o n s  af 

the Kcu8.e index,  as can be s e e n  i n  b o t h  the tables ,  t h e  new effect 
-" " 

is c o n s i s t e n t  ' u i t h  t h e  r e s u l t s  o b t a i n e d  wi th  t h e  other i n d i c e s .  

\ I n d u s t r i e s  can however- c o n t r i b u t e  t o  d i v e r s i f i c a t i o n  i n  one o f  - 

ways, According.  t o  this i n d e x  they can be  o r e r r e p r e g e n t e d  (e. g. L 

- - - --  - --- - - - 
- --- -- 

L o c a t i o n  Q u o t i e n t  < I )  a n d  t h e n  decliae i n  relati- i m p o r t a n c e  with 

t i re  i n  t h e  r e g i o n  or 'they c a n  be' u n d e r r e p r e s e n t e d  (em g. L o c a t i o n  

Q u o t i e n t  >1) a n d  s u b s e q o e n t l y  i n c r e a s e  i n  r e l a t i v e  impor tance .  . - 

C l e a r l y  o. this basis it is a l s o  p o s s i b l e  f o r  ad i n d u s t r y  t o  

c o n t r i b u t e  b o t h  to  diversification and s p e c i a l i z a t i o n -  

is t h a t  a number of s m a l l  c h a n g e s  r a t h e r  than a feu ,  d r a s t i c ' c b a n g e s  

i n  a l im i t ed  number of s e c f o r s  have alterad t h e  s t r u c t u r e ,  I n d u s t r i e s  ' 
% 

c o n t r i b a t i n g  most t o  d 3 v e r s i f i c a t i o n  ware i n  t h e  Uood I n d u s t r y  s e c t o r  

(saw mills) and i n  t h e  Food and Beverage sector ( p a r t i c u l a r l y  fish 

products), E s s e n t i a l l y  these are t r a d i t i o n a l  e x p o r t  o r i e n t e d  

industries, which d u r i n g  t h e  s t u d y  period e x p e r i e n c e d  r a t i o n a l i z a t i o n  

of emploxment. Both remained d i s t i n c t i r e  i n d u s t r i e s  i n  1971, The 
--- 

4 

? u r n i t u k e  and F i x t u r e  i n d u s t r y  i s  the o t h e r  i n d u s t r y  which bas 
- - - - -  

c o n t r i b a t e d  to d f r e r s i f i c % t i o n  f r o m  a p o s i t i o n  of o v e r r e p r e s e n t a t i o n  

in t h e  region, The largest c o a t r i b a t i o n  from a p o s i t i o n  of i n i t i a l  



Industry Location Quotient Diversification Changes 

1961 9971 N e t -  Values Location ~ u o t i e n t  
J >I <I 

Gross Contribution t o  D i ~ e r S i f k a t i O n  = 15-02 
Gross Contribution to  S p e c i a l i z a t i o n  = 06-36  

let Effect = 8-86 . 
. 

The chef f ic ient  of d i v e r s i t  ication change = -0886 
A s l i g h t  increase i n  airersification 



Table 8:8 

Industry  
locattion Quotieat  Hvers i f  icat ic i i  Changes - - 

- . - -- - - - -- 
- 

1961 7 1 9 7 1  1961 - 1971 

2, F i s h  Products  2-86 1.34 

3, P r a i t  8 Vegetables *to 5 1  - 97 t - 4 8  + - 5 1  - , 0 3  

4 Dairy Pxoducts - 9 5  -98 + L0,3 + + - 0 3  . q 

5 ,  Feed Industry  

- 

9- Tobacco Products - 0 3  -25  + - 2 2  + - 2 2  

10, Rubber Products 

1 1, Leather Products 

12, T e x t i l e  1ndn.ktries - 3 3  -36 + - 3 7 .  

14- a/? Clothing + - 5 1  
- - - 

4 9  - 60 + -51  
%? 

-- - 

15. &or Clathing ,34 - 2 0  + - 5 0  + - 5 0  

r 
- 

(Table 4:8 continued on q z t  page) 
2. 

- 



, L' - * 
r 

-* < . ~ ' Industry j , 

A 2t. Frunitore  6 i5kture +'$$I T,t3 
* $  4 /  ' +  -26 - 26  

--.-2 
. . 

-- 

_-32, Palp t Paper..: - 72  ,So - -86 - - 8 6  
9 

23- Y p h a l t  n a M i i g  2-70 2-67 + -31 + - 3 1  
- - - 

26,' Printing G ~ b l i s h f n g t . 3 6  - 3-41 - -34  -38 
nt. 

27. Primary mP-1 - 4 7  - 4 5  - -34  - -  -34 
4 

28, Hetal ?abricating t-23 1-44 - 3-85 - 3.52 1-b6- 

- * 
CI - - 

9- 
+ a7 -- 4 _ -32 . 

K 
Table 4:8 (caiat$ngled on aqxt  'page) -% 

6 -  - * h 
' r  i 6 

- ,  . 
r 

--' - 
1 

- - - - - - - - - - -  - - - - - - - r -  - - -: - . * 



Bet Value >* 
.I 

- ! . . - 

31. ~ ~ ~ i ~ h i i t i i n g / n e ~ . i r  t 28 2-85 - + .. -04 + -OQ 

32: Boat ~uil .dia~~epa. ir2.06'  3-14 ' - -27 - -27 

33- Other Transport, - ~ 1 5  9 2 8- , .+ - 0 2  + -02 - 
-+ - \  



41 
- 

9 P 
owerrept -ntat towards speci-al izat ion has been contributed by the 

2, 

Retal rabricating sector. Other indastrfes contr ibut i ig  to . 

specialintioo are S i m t  ing and ~ u b l i s b i n ~ ,  papet- and a l l i e d ,  Pri'mary 
f 

4 metal atid Rohber and Plastic indps tr i e s ,  

. - 
* d i v e r s i f i c a t i o n  of a  regian in a s t a t i s t i c a l l f  aisaggregatad manner , 

lIas through t h e  examfaation of t h e  changes i n  t h e  l o c a t i o n  q u o t i e n t  of 
I 

t h e  i n d o s t r i e s  of a  region; Table 4.9 and growide t h i s  c d c u l a t i . &  

for 1969 and 1971. In 1961 sew& i n h s t r i a l  gtoups bad a L.Q. value.  - 

. - 

t h e i r  aqgkrrepresentation in comparison to t h e  na t iona l  pattern, The 

median value-for a1 l L. Q. s in 1961 ~ b 8  59 ( ~ a b f e  - 4,9) - The awerage - 
* w 

talae for a l l  L,Q.s 1961 was -85, Thus on both' accounts t h e  

i n d s s t r i e s  pt the region i n  1961 were not  f epresentatire of the 

natiolal *pattern. The settian 91- i n  1971 changed to -69 and fba , 

I iD 197q the indas try  sttoct-e of t h e  region i s  moving. mom tauotds 
- 

having tbe nat iona l  pattern.  



T a b l e  4:9. 

Industry 1971 

1. _ Rood f n d u s t r i e s  _ _ _ 
2, Petroleum 6 Coal 
3, Farnitrrre Irrdostry 
4 Print ing  d Prtblfshfhg 
5 Pooa 6 bsverage 

- 4, mf;a-l- ~ m c ~ !  .--- - - 

7 ,  Paper 6 A l l i e d  
8,' Machinery Industr ies  
9, aiscellamoas Elaaufactaring 
10, Traaspurtation 
t 1, Boa-CletaUic Einarals ' 
12, Pr i sary  Mta l  Iadastries 
t3, C B e m i c a l s  8 Chemical Products 
14- Clothing Industries 
15, Electrical Prodacts 
16- tmitt iag a i l x s -  - 
77, ~ertile-~ndastr y -33 -36 - 

- - T g  =a tlr-- -- - - -- - r Indastry - 1 1  -24 
19- Bmbber & P l a s t i c s  - 2 0  , 44 
20- Tobacco Products , 03  - 25 
I-.-----.----------.-.---.-------" 

* 
. 1961 - x L-Q = -85  



T h i s  c h a p t e r  has e x a d n e d  B a n c o a r e c * ~  a a n a f a c t u r i n g  s t r u c t u r e  i n  
"1 

term of some simple cumparatiwe static, tools of r e g i o n a l  a n a l y s i s .  

I n  terms of W a n c o a r e r * ~  - growth; g e n e r a l l y  speaking ,  - -  r e g i o n a l  - 

\ 
\ 

advantages  Itsndea t o  a r e  s igmif ican t  than kndustrf mix factors - 

w i t h  respect t o  d i r e r s l f i c a t i o a ,  The v a r i o u s  i n d i c e s  were a l l  

- - 
- - - p o s i t i v e  P -- a l t h a a g h  - -- t h e  new o v e r a l l  shift towards  'diversification can 

- - - -  -- - - - - - - --- - ---- -- 

be b e e  d e s c r i b e d  as s l i g h t .  L n ' d s t a i l  t h i s  net shift towards  

d i v e r s i f i c a t i o n  comprised narerons small s t a t i s t i c a l  changes  i n  

indastrlal  composi t ioa  i n  which t h e  changes  f a r o u r i n g  d i v e r s i f i c a t i o n  
I 

outweigh Chose f avour ing  s p e c i a l i z a t i o n ,  It is i n t e r e s t i n g  t o  n o t e  i n  

t h i s  regard, however, that t h e  m o s t  impor t an t  c o n t r i b u t i o n s  t o  t h e  

-- --  - ~ a t i s t ~ - p f ~ s - o f - * i i i t e r ~ ~ ~ W t l  yi- 

d e c l i n e s  i n  t r a d i t i o n a l l y  i m p o r t a n t  a c t i v i t i e s ,  C o n t r i b u t i o n s  t o  

d i v e r s i f i c a t i o n  . f r o &  tire growing sectors were rore l imi t ed -  



+ V, Sample S t a y  of tJm ? h ~  io faaconeer 
. * 

Summary i n d i c e s  of t h e  kind r ev i eved  i n  t h e  p r e v i o u s  c h a p t e r ,  

w h i l e  usefa1 ia p r o t i d i n g  an o v e r a l l  p i c t u r e  of chaage, i n a i c a t e  
- - 

little abut the p of d k t e r s i f i c a t i o n  i n  a fanctforcal sense;- In 

p a r t i c u l a r  it is to dete rmine  t o  what ertent t h e  

* o u t p u t  l inkages ,  The e s t a b l i s h m e n t  df new p lan t s ,  f o r  example, map 

contribute t o  s p e c i a l i z a t i o n  from t h e  p o i n t  o f  view of a g g r e g a t e  

emplqment  d i s t r  i b u t i o n ,  b a t  d i v e r s i f i c a t i o n  i n  t e r m s  of s p e c i f i c  

product . fx ,  marketing Xocation, t e c h n o l o g i c a l ,  and e n t r e p r e n e u r i a l  7 
- - d - ~ ~ ~ ~ W ~ r i u ~ n n A y - ~ a ~ - - -  - 

of its linkage c h a r a c t e r i s t i c s .  T o  c o n t r i b u t e  20 a "better 

unders tanding  of t h e  p r o c e s s  of d i v e r s i f i c a t i o n  of t h e  q n c o a r e r  

metro r e g i o n  a l o n g  t h e s e  l i n e s ,  t h i s  c h a p t e r  p r e s e n t s  t results of 

a samgile su rvey  of sole new manufactur ing e s t a b l i s h m n t s  i n  t h e  

reg ion-  

The main t h r u s t  & the survey  a s  t o  i d e n t i f y  the manner i n  

which recently -created e s t a b l i s h m e n t s  ha re c o n t r i b u t e d  to  t h e  

dirersf f l c a t i o n  of Tancoarer i k t r o p d i t a n  area @s i n d o s t  rial s t r u c t u r e  

i n  t-s of their local forward, backward and f i n a l  deiand l i n k a g e s  

a d  t h s i x  e x p o e  o r i e n t a t i o a ,  I n  t h i s  c o n t e x t ,  * l o c a l m  refers t o  t h e  

r a n c o w e r  w t r o p o l l t a n  a r d  that- ip the m a n i c i p a l i t h a  of raBcourer,  ' 
I 



- -- - 

. Buznaby, leu Pestmins ter ,  Borth Vancouver City, llorth Vancoargr - 
- .2 

Coquit~am, P o r t  Coqaitlam, and P o r t  ffeody- Refereace to t h e  c e n t r a l ,  
t 

c i t y  or c f t y  refers s o l e l y  to t h e  c i t y  of Vancouver- 

The  q u e s t i o n n a i r e  focussed on the various l i n k a g e s  g e n e r a t e d  by 

. t k e  sampled n e w  firms (see Eppendix 9). Ques t ions  were asked  abodt 
- 

t h e  soar- af Capita l  - E w - p i ~ n t ,  sources  of various raw, mater ia ls -  

and other i n p a t s ,  t h e  sources of different s e r v i c e s  r equ i red  as well? - 

-9 c o l l e c t e d  f o r  two p o i n t s  iq time i n  o r d e r  t o  have sore i dea  about  t h e  

pattern of change i n  t i n e ,  Besides the above, questioms were a l s o  

asked abont t h e  genera l  characteristics of  t h e  i n d u s t r i e s  inc lbding  

t h e i r  .size, o r g a n i z a t i o n a l  s t r u c t u r e ,  management t y p e  and o t h e r  
1 

relerant aspects, The l i n k a g e s  were masured  i n  terms of t h e i r  d o l l a r  
&+ 

. ~ a h e s ,  ~nska* of d c t l y ~ ~ a b a n t t h s t  +_a ---- 

* 
[ various t r a n s a c t i o n s ,  the qaestions were framed i n  terms of 

* 
- percentage proportion of the, t r a n s a c t i o n ,  T h i s  was done because it 

was thought espondents  would be r e l u c t a n t  t o  d i v u l g e  f i n a n c i a l  

details oa opera t ions ,  

The  i n i t i a l  and still unresolved problem of t h e  f i e l d  of study 

was t o  determine t h e  size of t h e  t a r g e t  popnlation, t h a t  is, t h e  
/ 

na.ber of 8 e w  ' aanuf actarhg e s t a b l i s h e e n t s  i n Vancouver, between two , 

selected dates .  lo listing of- the number and types of n e w  \ 
J \ - 

- . - 



+ i a d u f a c t o t i n g  e s t a b l i s h m e n t s  found each yea r  i n  Vancouver is r e a d i l y  

a v a i l a b l e  -from a n y  somrca Accordingly s e v e r a l  a l t e r n a t i v e  sources 
.. 

were coed dered, i n c l u d i n g  p lane ing  departmemts, newspapers, 

Prdpincial government publications and t h e +  p r o v i n c i a l  Qannfac tu r ing  

Directories, S u r p r i s i n g l y ,  planning departomants i n d i c a t e d  t h a t  t h e y  

c o o l d  be o f  l i t t l e  sssistaace ta  i d e a t i f  ying new mamf a c t d i n g  
- -A 

act ir i t iee ,  m-format- in newspapers was t h e  -on& p o t e n t i a l  s o u r c e  

considered,  However it seened  a t  t h e  time that t o  look for 

io a l l  the copies of a l l  t h e  local. and regional 
- - - - - -- -- - - 

-- - - --- - 

a ~amber of y e a r s  would be v e r y  ti* consuming and 
Y . 

t h e r e  c o d d  be n o  way of checking  t h e  comple teness  of  t h e  - 

informat ion.  ConSeqaently, land ia t h e  l f g h t  of f u t u r e  d i f f i c u l t i e s  

possibly mistakenly)  newspapers were ignored as a source of 

i d e n t i f -  t h e  e s t a b l i s h m e n t  of new manufactur ing a c t i v i t i e s -  One 

l i s t i n g s  w h i c h x d i s t i n g n i s h  i n d u s t r i a l  from commercial es tab l i shments .  

The annual e a i t i o n s  of t h e  L C ,  government quar-rly r e p o r t s  on 

i n d u s t r i a l  expans ion  were n o t  u s e f u l  fo r  s e v e r a l  reaLsons. Pi rst, they 

are n o t  comprehendre ,  Tha t  is, o n l y  a c t i v i t i e s  r e q u i r i n g  more t h a n  

$ Y O @ ,  000 inves tmen t  are recorded,  Second, t h e  geographic  u n i t s  2n 

which t h e  d a t a  i s  pub l i shed  i n  those reports do not coincide mith t h e  

stoily region, " b i l e  t h e  r e g i o n a l  bo&darios i n  those reports a l s o  

var ied  d u r i n g  tbe ti- p e r i o d  of oar staby. Thirdzy t h e s e  r e p o r t s  
- 

were not r e g a l a r l y  published d u r i n g  t h e  study period. This l e f t  t h e  

P r o v i n c i a l  Ranafacturing Directories a s  p o t e n t i a l l y  t h e  b e s t  soarce 



- - -  

7 i L T L i n f o r n t i m  on new manufactur ing e s t a b l i s h s e a t s ,  The h n f  a c t n r i n g  

D i r e c t o r y  of B-C, is p u b l i ~ h e d  by the  Min i s t ry  of Economic ~ f f a i r s  of 

t h e  B,C, Government, sapposedly  on an a n n u a l  basis, I n  practice t h e  
J 

directories ate n o t  pub l i shed  every  year-  aouerer it uas decided t o  

c6aparta the list of ~ a n e f a c t n r i n g  a c t i v i t i e s  fa 19-71 w i t h  t h a t  of  

1978 on the basis that aer additions i n  t h e  1978 list mould ' ' 

, a t  t h e  time t h a t  t h i s  p r o c e d a m  would p r o v i d e  a u s e f u l  estimate of 

manofactuting firm -re - i d e n t i f i e d  and from t h i s  list f i rm4 uere 

- t h e n  sampled i n  o r d e r  to a d m i n i s t e r  t h e  q u e s t i o n n a i r e ,  However, on 

contacting the f i r m s  by telephone and bg mail several serious 

d e f i c i e n c i e s  of t h e  pub l i shed  directory becam apparent. F i r s t ,  many 

o f f i c e s  and even residences were l i s t e d  a s  manufactur ing 

e t t ab l i shmen t s ,  Second, many establishments listed in 3978 b u t  n o t  i n  

1971 turned o u t  ,in fact to hare e x i s t e d  long before 1971, 

Consequently it became n e c e s s a r y  t o  e s t a b l i s h  a c u t o f f  d a t e  by u h i c b  

to de te rmine  whether  or n o t  a firm uas new, The year chosen was 1966 

since, by t h i s  time, the t r a d i t i o m a l l y  dominant i n d a s t r i e s  w e r e  
* -2 

f i r m l y  entrmckd and t h e  prasent s t r u c t u r e  of the metropolitan areq 

was e s t a U i s h e d ,  Uafortarrately tBe inadequacies of t h e  Banufactor ing 

D f r e c t o r y  compila t ioms mean t h a t  it is imposs ib l e  to dete rmine  t h e  

s i z e  of the population of new e s t a b l i s h m e n t s  l o c a t e d  i n  t h e  Vancouver 



Metropolitan regi on d u r i n g  t h e  p a r t i c u l a r  time period under 

l i t h  zespect to  t h e .  size of t h e  sample it  was de6- t h a t  an 

a t t e m p t  s h o u l d  be made t o  s u r r e y  50 new e s * a b l i s h m e n t s  (and a t  leas t ,  
X 3 5 ) -  Since it uas. r e v e a l e d  from t h e  pilot s a z r e y  over t h e  phone t h a t  

a Wge mrmber of the ' m a s t e r *  list of 1.565 p r e p a r e d  were not 

4, 

firms uere i n i t i a l l y  s e l e c t e d  from t h e  list randomly a n d  c o n t a c t e d  

first by phone. Out of t h i s  100,. on ly  37 t u r n e d  o u t  t o  a c t u a l l y  be 
- -  - - -- 

- 
- - - -- - - - - - - - 

-- 

.'new m a n u f a p t u r i n g  e s t a b l i s h m e n t s -  T o  g& t o  t h e  t a r g e t  number t o  50 

firms a n o t h e r  35 e s t a b l i s h m e n t s  wete picked u p  randomly f r o m  t h e  list 

and this y i e l d e d  another 15 a c t u a l  new manuf a c t u r i n g  e s t a b l i  sb8ents  

as d e t e r m i n e d  by a phone survey,  Q u e s t i o n n a i r e s  with stamped and 

se l f -addressed e n v e l o p e s  vi%h a letter exp la in ing  t h e  prrrpose o f  t h e  

response rate was very  p o o r  and j u s t  23  u s a b l e  g w s t i o n n a i r e s  .ere 

r e t a m e i t ,  Conseqaemtly a farther 200 firms were selected. randomly and 

contacted, and t h i s  generated a f u r t h e r  00 new m a n u f a c t u r i n g  

e s t a b l f s h m e a t s .  I n  a n  a t t e m p t  to  improve t h e  response rate these - 

latter firms *ere contac ted  in persun and i n  fact 21 firms d i d  agree 

to carplate the q u e s t i o n n a i r e .  U l t i m a t e l y  a t o t a l  of 44  u s a b l e  
f 

responses P t o a  neu firas were obtained,  't, 

-- - 

Par what it is ~ r t h ,  it might be noted t h a t  the first 135 firms 

selected from t h e  *master@ list a n d  c o n t a c t e d  daring t h e  s u r r e y  

e x h i b i t e d  the followisg c h a r a c t e r i s t i c s :  (See Table 5.1 an tag of 



- .  - -- . ese aata, or course, coqfltm the operational problem i n  

i d e n t i f i c a t k  of new firms- Perhaps  t h e  greate.st significance of 

t h e s e  f i g u r e s  l i es  i n  the h i g h  percentage of e s t a b l i s h m e n t s  not: in 

8anafa~ trn l .n~  ( I  1 S) and t h e  h igh  p r o p o r t i o n  of * o l d e  e s t a b l i s h m e n t s  

f142). Tbas, a very c a r e f u l  review of pkovincial government data 

collectian procedures is i n  ardet. 5ot withstanding t h e  difficulties 
- 

i n  s a m p l i s g  and s=teyf aq t h e  n w l y  e s t a b l i s h e d  f l r m s ,  &+ is &It-- - - 

t h a t  t h o  sample &teal lY chosen is- n o t  a y s t e m a t i e a l y  biased except, 
' 

as a l r e a d y - n o t e d  e b r l i e r ,  a g a i n s t  larger plan ts .  P i n a l l y ,  it is worth 
- - - - - - - -- - - -- - - - 

- -- -- 
-- - 

noting that i n  t h e  r e c e n t l y  published s t u d i e s  of t%e c h a r a c t e r i s t i c s  

of & s l ~ @  firm, none has so Far bee6 able  t o  co r e c t l y  i d e n t i f y  
* 0 P 2 3 

5 
populations (e-g, Fira and Suales, 1978). ---'--I 

POL t h e  most par t ,  examinat ion of t h e  e m p i r i c a l  d a t a  is l i m i t e d  

to d e s c r i p t i v e  statistics, Bowerer, uhenever a p p r o p r i a t e ,  t h e  chi 

muare _test uas ~erf_o8ed t o d e t e r m i a e l m s i  + - 
A 

of relationsips. Given t h e  d& of the sample, t h e  n a t u r e  of the 

data, and  tbe re, lat iwely s i m p l e  r&-+tiomships exp lo red ,  more 

sophisticated s t a t i s t i c a l  a n a l y s i s  uas not considered wor thwhi l e ,  - I 

The 44 drms which responded to t h e  aorwey represen t  a r i d e  

insights i n t o  t8e eaerging p a t t e r n  of t 6 e ' P e u f i r m m  sector of t h e  

V a a c m  Ilstropolitan Region. A s  expected, most of tie p l a n t s  I+ 



Table 5 , )  . 

Characteristics of Contacted Firms --i 

Old Establ i shments  (pre- 1966) 19 (14%) 

C l a s e d  down n o r  31 (23%) 

E o t  Ranof actaring 15 { I t % )  
- 

contacted are small and c o n s t i t u t e  small firms, The owners of these * 

establishments represent the t y p i c a l  entrepreneur and t y p i c a l l y  
e -- 

provide  t h e  entrepreneurship necesckry to  initiate and mafritain 

The :open-ended q u e s t i o n  cqnceraing t;be s t i m u l ~ s  onderlyibg the + 

i 

I generated some rerp interesting but not  q u i t e  unexpected responses 

(table $2)- Thus  t h e  most important factor i n  thef r d e c i s i o n  ,process  

turned out to be. the percept ion  about the 'regiongs market p o t e n t i a l  

for the& r intended products.  Tw three o t b r  factors mentioned a r e  

t h e  opportunity t o  u s e  the t r a i n i n g  and skills acquired i n  a job (21% 
/ 

of the  response), t h e  desire to  be omeqs oun boss (18% of t h e  
I 

response) u d  t b e  innowation. of new prodocts  or p r o ~ s e s  (9% of the 

mssponse). Phi let  these factors are not mattrally e x c l ~ s i w e ,  t h i s  

pattern of responses does g i ~ e  r n  i n d i c a t i o n  of re la t ive  importance. 

In  t M s  mgard, it might be gotea t h a t  tbe significance of market 
4 - - - - - - - - - 

119 



Trainiag E S k i l l s  Acquired i n  a Job \ .9 (21%) 

To Do fadependeat B u s i m s s  . 8 f18Sj - - 

'51 A-  - 
-- 

Realization of the Rarket  Potent ia l  of 
vancouver Btszr, 

potential bas ' frequent ly  been c i t e d  in surveys of l ocat ions1  c h o i c e ,  
% . w 

It might also be mentioned that i n  t h i s  period of sustained 

goternmeat in tervent ion  to inf luence  the region's  industrial 

stroctare, questions cancenting the -tare of- the locatiortal 
- - 

d e c i s i o a - m a k & g p z e E  are pertbent .  However, they do not 
, , 

const i ta te  the f b a t s  of tkf s t h e s i s ,  

spatial Distribution: The geographic  distribution of sampled new 

establ isbmemts  is  presented  i n  ( h b b  5 . 3 ) .  ~ i e  s o k  of t h e  z&%on,+ 

that  is the citl  of Taacourer c o n t a h s  t h e  largest propart ion of t h e  

new industr ies  (36%). The ne- i n  iwportance are the municipalities 

ismediately adjacent t o  Vancouver, s p e c i f i c a l l y  Bornaby, Bichxmd and 

~orth Vamcoarrrr, which together accmnt for another 34% of . t h e  

sample, The per ipheral  muaicipsLities account for t h e  rest of the 



Table 5-3 

belta I 

Surrey 
Port Cognitlam ' 
port n 0 0 a ~  - I 

'. 
Total 

The l e a a n g  role of t h e  care\ region in nea fir8 - location as 

eriaenctd bere requites erplaaatfon. It is, of course. true that t h e  

ad jacemt and peripheral maicipalitiee enjoy greater - dto - ' 

ar@abi l i ty  than Vaacoarr it&'lf, and during t h e  1970% t h e s e  
6 

municipalities have do&eqa continued td attract. the l icm's  dare 

proportioa of new, r e l a t i n l y  small artablishmeots. located in t h e  

come howewer, is consistent with t h e  so-cal led *.ikgbator8 
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smsla ~irss gill*=&.. hig-- in city c o a s  thin in rrobu'idaa areas 
< 

/ - I 

. >.a > rrc 
M pGiises t . t=n:  Ly. the .ambleit new f i r m  i n  the core M s o ~ ~ ~ J  h i n t s  

- - -  - S K t o r . - ~ i r t r - i b p t l & : - f l i t B - ~  respect-- to th--seeWz-al- ~ & - S ~ - - B P - - ~ - -  
J 

= -." \ .- 
'of sa&led p l a n t s .  &aka i h  b e  5.5, several points  are worth - 

. noting. litst, e i g h t  JZ' digit) sectors p - account for more than 80% of 
a ,  I - -- 

- 

new firm growth -+ad tbe largest, machine i n d q s t r i e s .  a c c o u n t s  tor 16% 

$ tEe tot*.' second; t h e  two fraditi~nill~ n e s t  important $.ndastries 
4 

. " 

of t h e  region, namely Food aad Beverage, and S o d  Iaius$ries, are 
A 

stil'l shouing somi growth. Rer f i r m  f o r m t i o n ,  howwer. i s  in 
\ 

Transportation B q u i p d n t  , aiscellaneous b a f  actariag, and Primary 

&eta) Indastries ,  for example, a U  Bad location qaotiwtts w e l l  belaw 

' t a t97 1 (Table 4-3). Of the &be= four sectors, Prh l5ag  and 

Pablishimg gad r location < g r o t i e i t  great; t h w  t in both 1961 and + 



L o c a t i ~ q  

Vancouver 

. -- -. a . . . A - . -.- - -. . - A.A . - . - . .~ .. . ~ . -. . %. . -. . - - . . . . . - L > -  -.-L.L-- A. 

/ 

Total . 20 24 - 

It* = 7-35 ( S i g n i f i c a n t  a t  5% level of confidence),  

-- 

l o c a t i o n  q u o t i e n t  g r e a t e r  t h a n  1 for , t h e  f irst time i n  1971 - 
I n t e r e s t i n g l y ,  ,both Beta1 Fabrication and t h e  Furnitare and F i x t u r e  

' i n d a s t s y  d e c l f o e d  narted ly  3a r e l a t i v e  iaportance  from 1961 t o  197 1 

(TabXe 4-9). and possibly, the foriatioa of new firms i n  t h i s  sector 
-- --- P -- 

is evidence of a r e v e r s a l -  of ' fortunes which, i n  tarn ,  may ref=* t h e  . 

imtroduct ioa of new prodoc ts (and prodaction f nnct ions)  . 
I n  aggregate,  whi le  the five sectors with locat ion  quotients 

g r e a t e r  than 1-0 i n  1971 accounted for 56.9% of manufacturing 

eaploymewt, the? account for just 28% of the sampled f i r m s -  While 

Wood Prodncth, and Food and C Beverages accounted for 44.2% of 
5- 

emghoYment i n  1971, they  accountad for a mere 7 1  of 

firms, I n  terms of sectoral d i s t r i b u t i o n ,  then,  new firms are 
t 
encouraging diversification, This does not ,  of coarse, take into 

'account t h e i r  l i n k a g e  characteristics. , 

p\e~er~hAp and O r g a n i z a t i a a l  Pattern: i b e  new s s t a b l i s h ~ e n t  s 



Sable 5-5 
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0 

?&ansportation ZqaXpment -,---,, 1--1-- .)loo-ll - 



b 

---. 
t y p i c a l l y  r e s p r e s e n t  s i n g l e  p l a n t  operat i o n s  (Table 5- 6) which are 

mainly.  p r i v a t e l y  owned (Table  5-7) and most ly  D m e r  managed (Table 

5,8) ,  These c h a r a c t e r i s t i c s  are, of coarse, ' to be expected. Indeed, 

t h e  44  respondents  o n l y  5 were n o t  owner managed, T h e r e  were 
O u t ?  
just 4 branch plants and they ue re  a l l  erternaUp--controlled f2 - - 

- -  - -- - - 
-cJanaaian and Z Foreign) 'and the' o n l f  ones belonging to firms 

* 

o p e r a t i n g  a t  least three o t h e r  F a c i l i t i e s .  It is i n t e r e s t i n g  to  note, 

I 

operated one or t u o  a d d i t i o n a l  p l a n t s ,  

S i z e  D i s t r i bu t ion .  A s  would be' expected, t h e  sire of t h e  new 

e s t a b l i s h m e n t s  i n  terms of employees is g e n e r a l l y  s m l l  (Table  5 . 9 ) .  

Thus 62% of t h e  firms emplop less t h a n  75 persons and 84% employ less , 

t h &  50 persons  on a p a r s a n e n t  basis. The l i a i t e d  scale of operation 

5 ,  IO),. Thus, 6 t S  of t h e s e  e s t a b l i s h m e n t s  s p e n t  less t h a n  100,000 
v 

d o l l a r s  'in new c a p i t a l  equipment. , 

Characterist ics of t h e  Owners. The most d i s t i n c t i v e  

characteristic of neu p l a n t s  i n  Vancouver is t h a t  most of the 

e n t r e p r e n e u r s  were born o u t s i d e  of  the s t u d y  r eg ion  (Table 5. 11)- 
% 

!This finding d i f f e r s  from- o t h e r  r e l e v a n t  s t u d i e s  uhich have mainly  

c o n c e n t r a t e d  on long established i n d u s t r i a l  r e g i o n s  and found t h a t  
-- - - - - 

new entrepreneurs g e n e r a l l y  l o c a t e d  ther p l a n t s  i n  the' r e g i o n  of 

their b i r t k  The fact t h a t  most of l a ~ / c o u r e r ~ s  e n t r e p r e n e u r s  rare 

born elsewliere, however, is n o t  to be taken as an  i n d i c a t i o n  of  the 
+ 



Table 5.6 

t 30 (68%) 
- -- - - - - - - - 

\ 10- (2%)- - -, 
" - 

5 

Source: Questionnaire Survey 
7 

T a b l e  5.7 

I 

~ t k r a t e ~ l  Owned 

Branch Plan1 (Canadian Owned) 

Branch Plant  (foreign uuaerf 
% 

-- Source: Quest ionnaire  Surrey- 



T a b l e  - 5 - 8  

Owner Eanaged - - - - 39 - (89%)  - 

lot Owner Ranaged 

44  (100%)- 
Source: Q u e s t i o n n a i r e  Survey  

- - -- -- - * a 
----- 

pp 

r e g i o n ' s  a n f a r o a r a b l e  env i ronment  i n  terms of t h e  development  of 

e n t r e p r e n e u r s h i p ,  Indeed, t h e  role of c o m p a r a t i v e 1  y r e c e n t  immigran t s  
- 

i n  sapplping t h e  Vanconrer  E e t r o p o l i t a n  ~ r e a  with ' e n t r e p r e n e a r s h i p  i s  
Si.& - _  

n o t  unexpected,  p a r t i c u l a r l y  in view of t h e  n e u n e s s  of Vancouver 's 

s e t t l e m e n t  History. khat a b o u t  27% of t h e  entrepreneurs come from 8.c 

within t h e s t n d p r e g i o n  is p-pp- 

p e M a p s  an I n d l c a t l o n  o r  t h e  

r e s o a r c e f u l n e s s  of t h e  r e g i o n -  I t  would be a n  i n t e r e s t i n g  q u e s t i o z i ;  

' for  r e s e a r c h  t o  know w h e t h e r  t h i s  p r o p o r t i o n ,  of l o c a l  e n t r e p r e n e u r s  
3 

is i n c r e a s i n g  or not ,  - 

The e n t r e p r e n e u r s  f rom t s i d e  British C o l u a b i a  appear n o t  t o  7 
h a a e . c u 8 e  as ready i n r e s k o r s  i n  a n  expanding reg ion .  Ba the r .  the ' 

e v i d e n c e  suggests t h a t ,  p r i o r  t o  e s t a b l i s P i n g  b u s i n e s s ,  e n t r e p r e n e u r s  

born o u t s i d e  t h e  r e g i u b  l i v e d  i n  t h e  m e t r o p o l i t a n  area for  s o =  'time 
-p 

before d e c i d i n g  t o  i n v e s t  ~ n d e e d ,  82% had l i v e d  a t  least 15 pears in- ... 

t h e  area (Table 5-12), I n  o t h e r  uords ,  ' t h e  c o n r e n t i o n a %  argument  t h a t  
q .  

newly e s t a b l i s h e d  firms a r e  set up i n  t h e i r  *ho.%* r e g i o q  t o  r e d u c e  



Table 5-10 

cast. (in dollars) m t r i b u t  ion 



Table 5-11 

Rest of Canada 9 ( 9%) 
-- -- - - - - - -- - 

-- -- p-pp-p 

- - -  --- - - - - -- - 

23 rusn E-G~ where 

4 4  f 100%) 
- .  

source: ~ u e s t i c m n a i r e  Sllrrey % 

Table 5.12 

I n m e d i a t e l v  P r i o ~  to Inrestam 4g.m Sampled P1 

Duration nt ' 

0 - 5 pars 

6 - 9 years 

11-15 pears ' 

15 + years - 36 _182rCL 

Source: q u e s t ~ o n n a i r e  Surrey 



spa t i a l  u n c e r t a i n t i e s  can 'still be accepted i n  t h e  case of - ~ a a c a n v e r ,  . . 

~ n d k d ,  t h e  tendency of s e v e r a l  fQre ign  born e n t t e ' p r e n ~ u r s  = t o  qrst  
* 

9 

work i n  a g e  employment r e i n f o r c e s  t h e  argument, A t  the. same time, 

the role of immif l t ion  i n  supply ing  skilled and i n n o v a t i v e  J 

t t o  t h e  i h d u s t r i a l  o r i g i n s  of  e n t r e p r e n e u r s ,  
> 

p r o f e s s i o n a l  s e r v i c e s  constitute t h e  most i n p o r t a n t  

g e n e r a t o r  of new e n t r e p r e d e u r s  i n  manaf a c t n r i n g  for  r e a s o n s  related , 

t o  s k i l l s ,  i n t e r e s t  and exper ience ,  The c a p i t a l  accumulated b y  

e p r o f e s s i o n  Is i n  t h e i r  work i n  many cases f i n d s  its vay  i n t o  

inves tment  in manufacturing,  A good propotdtion of  e n t r e p r e n e u r s  also 
L + * 

corn from sales a d  management people '  o u t s i d e  o f  manufacturing. ..i. 
- - -  A a*~!z+ 

t 
I 

* - 
3 

The e x t e n t  to which t h e  now i n d u s t r i e s  a r e  i n t e g r a t e d  to  t h e  

local edonomr i n  terms o f  t h e i r  v a r i o u s  r e l a t i o n s h i p s  t o  s u p p l i e r s  
c= 

,and v a r k e t s  i n d i c a t e s  the n a t u r e  and extent of - t h e  d i v e r d f i c a t i o n  of  

a r e g i o n ' s  i n d u s t r i a l  st 

- 2 1 h h - b - u  
r 

economy @i terms of the above r e l a t i a n s b i p s , ~ ,  a m g a d ,  +W 
i 

0 
-< 

U & e d  a c t i v i t i e s  wi th  i n p u t s  to local s a n u f a c t u r i n g  p l a n i s  are - 
u?uai17 termed a s  backward linkages, w h i l e  a c t i v i t i e s  . t i -f izing t h e -  - 



Table 5-13- 

8 n s i n ~  ~ i - i b a t i o g  
z 

d o  Answer - , . 4 (1'4%) ,' 

' 1  
i ~ r o f e s s i o n a l  S e r v i c e  - ,  14 (31%) 

-- - -- - - -+ sm-----: -- 
- -- -- - - - - 

- --,e,q-*- \ 

No .=orIc 21m 

Source: Quest ionnaire  Survey 

0 
oatpat o &  e s t a b l i s h a i l  prodacars a r e  termed forward l inkages .  Another . 

perspective on a  region* s i n d u s t r i a l  maturity  and d i v e r s i f i c a t i o n  is  

, provided b ~ .  the extent to which new firms u t i l i z e  local p r o f e s s i o n a l  

s e r v i c e s  such a s  banking, insurance; and acconnt'ing (service 

l i n k a g e s ) ,  and t o  t h e  extent t o  which i n i t i a l  inves tmentt  are-xed 
' 

on procorePnt of 'local equipment (capital goods l i n k a g e s ) .  T h e  

remainder of-this chapter  i s  concerned with an a n a l y s i s  of these 
I 

l i n k a g e s .  ? 
+? 

For the  purposes of this t h e s i s ,  i n d o s t r i a l  l i n k a g e s  were 

a g e e  measured i n  terms of 
-& 

r e l a t i v e  rankings  according t o  d o l l a r  d e  and between var ious  

- soarcat or dad+inations, The nature of -the technological - - l i n k a g e s  
.s 

4 



- --- - - - -  - - - - -- ---- - - - -A -- - - - 
% .  

W' 
were f u r t h e r  s t u d i e d  by e x a l i n 3 n g  t h e  a c t u a l  raw material i n p u t s ,  t h e  

a c t u a l  products  of tbe sampled fkms and their r e l a t i o n s h i p  t o  t h e  
I . '  

r e g i o n ' s  t r a d i t i o n a l  s t a p l e s -  An e l a b o r a t e  table l i s t i n g  r e s p o n s e a b y  
'+ 

i\ 
. e a c h  f is. i n  r e g a r d  Qo their i n p u t s  and  p r o d u c t s  was p r e p a r e d  f o r  

. - 
this- purppose  (Table 5-1'6) - 

To get  sow idea a b o o t  the n a t u r e  of t h e  Late of chartg& of the 
- 

l i n k a g e  pattern fa-  sbsol&e- teras-the- d a t a  for two time periods -- the- - - -- - -  

I" 6 \ 
f i r s t  y e a r  of o p e r a t i a n  and i n  the year  1978 - were t a b u l a t e d -  The _ 

l i n k a g e  c h a r a c t e r i s t i c s  o f  t h e  sa~pled p l a n t s  were farther e x a ~ i n e d  
- - - - 

- - - pp- - -- 
- - - - - - - - - - - 

by d i s t i n g u i s h i n g  between the r e g i o n ' s  t r a d i t i o n a l  ' i n d u a t r i  es and t h e  

new. i n d u s t r i e s ,  The t r a d i t i o n a l  or 'old' a n d  t h e  'new' i n d u s t r i e s  . 

a m k g  t h e  sampled f i r m s  -re i d e n t i f i e d  a c c o r d i n g  t o  the l o c a t i o n  

q u o t i e n t  o f  the i n d u s t r i e s  i n  1961. ~ n d o s t r i a s  w i t h  a l o c a t i o n  

q u o t i e n t  of more t h a n  o n e  i n  1961 were d e f i n e d  as a n  ' o l d '  i n d u s t r y  

1961 were d e f i n e d  as new i n d a g t r i e s .  +?i 

T e c h n i c a l  Linkages: T a b l e  5-14 shows t h e  t 3 i s t r k b u t i o a  of sources 

of raw materials f o r  the sampled i n d u s t r i e s ,  The  s t u d y  r e g i o n  is by 

far  t h e  w s t  i m p o r t a n t  source b o t h  in t h e  y e a r  sampled p l a n t s  were 

s t a r t e d - u p  and i n  1978, T h e r e  pas, however, a s l i g h t  d e c l i n e  -in t h e  

importake of l o c a l  s a p p l i e s ' b y  1978,- Thus, while 50% of  t h e  sampled 

plants r e c e i v e d  more t h a n  7 5 1  o f  t h e i r  i n p u t s  from local s o u r c e s  in 
- - - -  

t h e  f irst y e a r  of their o p e r a t i o n ,  i n  1978 only' 41% o f  the sampled 
- 

firms d i d  so. The most l i k e l y  explanatioh tor this reduced dependence 

on l o c a l  i n p u t s  is t h a t ,  w i t h  time, new f i r m s  gradually became aware 

a 



Table 5-14 

1: Prom Vancotrrar prom ~ m p o r t s  
> 

, 
A -- 

I- - - -  - - -  

of Total J First Year of F i r s t  Year of 
Received Operation 1978 Operation 1978 

I 
~ * ~ ~ H o I I I U o I I ~ * ~ ~ ~ o o ~ - ~ ~ H - - ~ ~ ~ ~ - . , o ~ o ~ ~ ~ ~ ~ ~ ~ ~ ~  

pp - - 
- 

-ppp--- -- ----- 

0 1 14 (32%) J 1 4  (32%) 129 (66%) 1 25 (57%) 
1025% 1 4- .( 9%) I 2 1 7 (16%) 4 9 (20%)  
26-50% 1 2  1 ' 6 (13%) l l 1 3 ( 7%) 
51-755 1 2  I 4 ( 9 % )  1 2  2 
76- 100% * 7 22 (50%) J 18 (41%) 1 5  (11%) 1 5 Ill%) 

I I * I 1 
T&I I 4s (toox) 44 (100%) III) (100%) I 4 4  (IQOXJ - . ,  ---- --11--0------ -- ~~-Co I I I -ooUIU- - - - - - - - - - - -H I - I I I  C" 

Source: Quest ionnaire  Surrey 

of a l t e r n a t i v e  and super ior  sources ,  some of which happen to be more . 
distant than t h e  i n i t i a l l y  chosen ones. I n  t h i s  regard,  there is a 

s l i g h t  increase i n  the r e l a t i v e  importahce of foreiy sources of 

mater ia l  inputs-  Uhi le  66% of t h e  sampled p l a n t s  d i d  not purchase 
% 

imports at s tar t -ap ,  for example, by 1978 the number of p l a n t s  no t  

importing bad dec l ined to 25 (57%)- 

The d i s t r i b u t i a n  of the sources.in terms of *newt and *oldr 

i n d u s t r i e s  of the region r e v e a l  some i n t e r e s t s a g  pat  terns ' ( ~ a b l e  

5-15). In particular, firms belonging to  t h e  new i n d u s t r i e s  of t h e  
i 

.on t h e  metropol i tan area i n  both time 
-- - - -  L - 

region a r e  more' dependent 



Total 

X2 = 3-0 ( ~ i g h i f i c a n t  
a t  10% l e v e l  of confidence,)  

l(2 = 1 - 5 0  (lot S i g n i f i c a n t )  

Figures fi ~arenthasas are Percentages 

Source: Questionnaire Survey 



with re spec tr  to the first* p a r  02 operatson. pima r e p ~ e s e i t i n g  t h e  

o l d  industries re ta ined  hea wi ly  depeadeftt on t h e  metropul i tan area.-- 

Clearly, the * o l d *  industries purclae re l l l t ive ly  more of their ' 
96' 

~ h u s ~  221 of the old  and 11 X of the new industries depend od inport& 

for t h o  W1k of t b e i x  snpply,  and this pattern &aidea unchanged i n  

While the above figurers im 'Mtbles 5-39 and 5- 15 provide sore 

measare of the e x t e n t  of the linkage pattern of t h e  i n d a s t r e s  
* 

with t h e  local economy, t h e  list of -actua l  inputs required ( t h i r d  

column i n  Table 5-16) repeal t h e  extent to which these l in i iages  are 

with the traditional stafies of'  the region.  Out of- 44 f i r m s  10 or 23% 

used rag materials mainly derived from f o r e s t r y  or for& productb, - 

as seven p l a n t s  utilized alo.inom as an ipput and for t h e  most part 
1 

these s u p p l i e s  were obtained from B r i t i s h  Columbia, Thus 18 (Q1X) of 

the sampled plants ntili- raw materials or primary procgssed inputs 

- obtained fro. within the prov ince  so t h a t  forwardly  liaked a c t i v i t i e s  

' around staple -prod- continue to be an impoHant  mans 05 C 

/ . v 5  * 
maaafaktariag dirersif i c a t i o ~  in the metro politart area, Other inputs 

- -  . * are re some abtaraea from 

p a r t  u t e r i a l s  such as , marble, c o t t o n  and  cast iron are 



Cedar lumber. 
, 

22 9 Desk, bookcase, tables Plywood, f ozmi ca 
and tab le top  - 

-- 

. p a r t i c l e  board 
-- 

15 1 store firturns, millwork, 
I 

~ l j w o c i d ,  lumber 
ref rf geratfton laminate  

% 

0005 Boa sehol % d f urn2 t are Plywood, 
p a r t i c l e  board  

r f' 

1255 Upholstery Cloth, f a b r i c ,  
v i n y l  , 

0002 P l a s t i c  bags P l a s t i c  shest * T 

297 Cards, adrert i tement  a Paper, &cards ,  
* f e a t u r e s  etc, - .. , M j 

I 

686 Books, p e r i o d i c a l s  -Paper, p r i n t i n g  
, . p l a t e  ink 

40.5 P r i n  & e d  cards Paper 

37 8,  - Card - Paper 

0001 W d  wain, S i l v e r  grain Gold scrap,, 
s i l v e r  

(Table S,t6 continuad on aert page) 



* saapied ?krm terial  Inputs ' 
..-W-H-IIIII-~~-~HI----..---H-~H-.d*--*- 

3 0 4 5  Gutter, P i p e  Aluminum. - 
r -'P 

539 fastener, Screws carbog steer 
vl're, s t a i n l e s s  - 

- - 

Winchet , aachinerp parts Cast i ron ,  
, cons tmct ion  machinery steel pipe 

Hire rope, n a i l ,  spring S tee1 rod, 
wire netting wire, 

c. 

A l a l i n ~ ~  combination doors Alaunam, glass 

64 S tore  f i r t u r e s ,  Steel I 
Metal fnrn i ture  

0003 I com~ercial. doors f. windows Aluminum 

Logging and Rigging 
machinery - 

Steel, a l l o y s  

996 Presses and shears S t e e l  

135 H i l l  ~ a c h b e r r y  Parts cast" iron 
9 

102 Saw B i l l  lachine=* . 
7 
1318 Bachinery Parts fop' . 

h a i n i a g  Indastry 

Steel 

' S t e e l  

5-76 continues on next page) 



Serial no, of Rajot -Products llajor Rau Ha- 
Sampled Firm teri'al Inputs  . 
~ ~ U I * ~ ~ ~ U ~ H . ~ ~ ~ ~ I U H I I ; L I & ~ ~ ~ ~ ~ ~ ~ I ~ ~ ~  

67 6 Smll Earine Winch 
Fishing winch 
Towing Winch 

S t e e l  . 
l o ~ ~ F e r r g a s  - 
ZIetal 

t 

53 8 - Canopies, van c o h ~ ~ e t ~ i o i  
Tops, Cartop Boats 

.- A A A - . . 

R e s i n ,  f i b r e  
- - 

glass ,  p a i n t  
a - -  - 

p i c k  ap truck boat l ifts Alnminnn, 
b o l t s ,  rope ,  I 

- 
Cement ,  steel 

-- -A- 

3 ,  

P a p e s t e r  
Fabric ,  Nylon 

Concrete flats and barges 
-- - 

- 
- 

--- 

S a i  1 

d 
A ~ u & ~ P . ,  
s€eel, plywood 

Rotor Homes, Vans, Amba- 
lances ,  Caffee Tracks 

* 
Store fixtures, Fume Hoods, acry l i c  
Lnca bators  P,V,C, 

36 1 ., B a t t e r i e s  P l a s t i c  - 
- - -- - - - - -- - -- - - - - -- - -- ---- 

880 Rarble for conskrnction Rarble, granite 

Construction p i p e  . . ' S t e e l  

. gooden g i f t  box, jaw& 
box 

Decals, lameplates VinyY, Ink,  
Alnminnn 

i 

Craft  ~ t & s  
i 

Wooden signs Flood 
- 

56 4 
i 

T - s h i r t ,  flags, crests Bylon, .cottoa, 
v i n y l  

b 

Somtce: Questionnaire Surrey- 



i 

9 
ob ta ined  from o u t s i d e  t h e  province. 

It is also i m p o r t a n t  to n o t e  t h a t  a t  leas t  n ine '  (20.5%) o f  t h e  

sampled p l a n t s  are backwardly l i n k e d  t o  t h e  t r @ o n a l l y  impor t an t  

staple industries o f  ~ r i t i s h  Colhmbis. I n  p a r t i c u l a r ,  e i g h t  o f  t h e  

p l a n t s  manufacture  machines *for t h e  forest, l i n i n g  and f i s h i n g  

indnatries ,  1n;khe .a j o r i t y  o f  cases, bbrere;,~-i~lt.Iding many- of t h e  
- 

- -  

- forward l i n k a g e s  a h e a d ~  r e f e r r e d  t o ,  t h e  s a m p l e d - p l a n t s  serve l o c a l  

consumer r a t h e r  . t han  o t h e r - . i n d u s t r i a l  markets, 
& - 

'the sampled new firms, I n  t h e  *itst year  o f  o p e r a t i o n  sales t o  the - 3 
3" J s t o d y  r e g i o n  dominated, as 55 o f  t h e  firms s o l d  fro. 75% to 100% of- 

D 
. 

t h e i r  o u t p n t  and a n o t h e r  18s s o l d  from 50% t o  75% of t h e i r  o u t p u t  -' 

. 
wi th in  t h e  r e g i o n ,  By 1978 t h e r e  were so- n o t i c e a b l e  changes i n  

d e s t i n a t i o n  of . a l a s  I n  $ a r t i c u l a r ,  n a r k i t s  appear@ t o  ha re  dz6ne . - 
mote d i r e r s i i i e d f ~ m p l e d  h a r e  bdon a b l e  td i n c r e a s e  

t h e i r  sales o u t s i d e  -of" t h e  * a e t r o p o l i t a n  a r ea ,  i n c l u d i n g  _by export;  

~has;'31% of the firms s o l d  from 76% t o  100% of t h e i r  merchandise i n  

t h e  . e t r o p o u t a n  area in '1978, whioh was a s u b s t a n t i a l  r e l a t i v e  , 

decrease from t h e  s i t u a t i o n  du r ing '  t h e p  first year of o p e r a t i o n -  On / .) 

the o t h e r  hand, t h e  number of firms e,xporti.g do*bled from 9 ' t o  18 
.a . . a. - 

between the first- yea r  o f  opera t ion+.aod  1978. The sampled f irms a l s o  
- 

increased their sales ef r o r r t s t o t n e a n a d a .  
.. - 

I - 
sampled i n d u s t r i e s  were i n v e s t i g a t e d  by a s a g g r e g a t i n g  t h e  $ .  sample 

- 
r 

7- 

- 3-2 r 

4 

9 9 r ,  



Percent of T o  Vancouver Bxport s 
.-.* 

Sales . -  
t .L .: 

Total a 4 4  (100%) * 04 O* (100%) 4 4  (100%) 

S0urce:Qnestionnaire Survey , 

I J a 

firms i n t o  expor t ing  and non-e iport ing-  ca t egor i e s ,  A number of $ables  

- vere-genetat&-to e x p i o m t h e i t - r e f a t k m & & ~ ~ i i k & f  ir D - -- 

r' 
* 

, s i z e ,  S I C  and t h e i r  l o c a t i o n  within t h e  s tudy  region.  A s  f a r  as  
- 

' expo* o r i e n t e d  firms a r e  concerned there is a s i g n i f i c a n t  
1 * 

r e l a t i o n s h i p  .with"- t h e i r  . s i z e .  (Table 5.18) .No othe; d i s t i n g u i s h i n g  (i 

chatacte&stics'  of the  e =port or i en ted  firms cou ld  bd i d e n t i f i e d  , , 
: ,' 

however, - s J -A,- : 
Table 5-19 shows t h a t  there is no  d i f f e r e n c e  i n  t h e  d i s t s_ ibut ion  

pattern of 'old1 and 'newr industries i n  both the starting ,yea* and 

in 1978 with respect to sales, Thas, both groups of i n d u s t r i e s  were 

h e a v i l y  dependent o n  t h e  l o c a l  mark&., a s  o l d  i n d u s t r i e s  d i s t r i b u t e d  

78% of t h e i r  sales and new i n d u s t r i e s  s o l d  69% of t h e i r  output  v i t h i n  



Em~lormeat Size ErvQft Orieoteg 
I 

up to 24 persons , mote than 24 persons 



t h e  Vancouver ~ o t r o p o l i t a n  r e g i o n  i d  t h e  first year of o p e r a t i o n .  By 
t; ' 

,1978 t h i s - d e p e n d e n c e  had dropped by abou t '  10% i n  sotb cases .  In 1978 
I 

L 

t h e r e  were a l so  t u q  f i rms  whose e x p o r t s  were l a r g e r  t h i n  d o m e s t i c  
I '  

sales, 

Tables 5-97 ,and 5-19 p r o v i d e  a n  a g g r e g a t e  summary of  t h e  output 

l i n k a g e  p a t t e r n  of the s t u d i e d  new i n d u s t r i e s  and t h i s  h f  o r m a t i o n  

c a n  b e  compared w i t h  t h a t  i n  T a b l e  5-16 which lists the e i n a l -  
- -  > 

prod-s produced i n  the i n d u q t r i e s ,  It becomes clear that most of . 

t h e s e  p o d a c t s  a r e  *consumer* goods  s o l d  w i t h i n  t h e  Vancouver ' 

- o + t h e ~ s r k m k s t  - --aetmpZf a- * &e-e&0& 

can be s d d  t o  be l i n k e d  t o  the f i n a l  demand a c t i v i  O f  t h e  
- 

consumer items produced,  however, c e r t a i n  s p e c i a l i z a t i o n s  c a n  be 

r e a d i l y  d e t e c t e d ,  These  s p e c i a l i z a t i o n s  are of c o u r s e  r e f l e c t i o n s  of 

t h e  r e g i m e  s s t a p l e  b a s e  a n d  its h i s t o r y  of i n d u s t r i a l i z a t i o n ,  There 

are t h u s  more f u r n i t u r e  (both wooden and  m e t a l ) ,  d o o r  making {both 
- - -- - --- - - --- -- p-pp- pp - -- ' 

wooden and metal) and paper p r o d u c t s  ( p r i n t e d  cards, computer  ards) ' 

i n d u s t r i e s  t h a b  o t h e r s ,  P h i l e  most i n d u s t r i e s  produce  consumer items 

for  the f i n a l  market  t h e r e  are s o u e  i n d u s t r i e s  which d i $ t i n c t l y  a r e  

backwardly z e l a t e d k t ~  the r e g i o n ' s  t r a d i t i o n a l  s t a p l e  i n d u s t r i e s .  Two 

s p e c i a l i z a t i o n s  c a n  be. d e t e c t e d .  among t h e s e  i n d u s t r i e s ,  One gronp 

re~resented by a t  least 7 new firms s t u d i e d  produce  a v a r i e t y  of ,. a 

machinery  aria parts for mining, l o g g i n g ,  r i g g i n g ,  s a w m i l l i n g ,  

indnstries o f  the _region, T h e  second  g r o u p  prodoce  a v a r i e t y  of  

transport eqni?pment l i k e  p i c k u p  t r u c k  and boat lifts, c c n c r e t e  f l o a t s  



Eanufactarinq Establisbnents 

Vancouver 

-----------------------------.----------.--------- 
First Tear . - . 1978 - 

Up to 50%- 50-1001 - Up t o  SOX W-pQ% - ' - 
------~----1-H1-UI-U-----.-*---.----------1,------- 

Old 4 14 6 12 
In d u s t r i e s  ( 22. 2) (77.8) (33-3) (66.7) 

3 f ? 
t ,  

Total 12 32  17 27 
f27-3) (72.7) (38-5) ( 6  1.4) 

Xa = Rot s i g n i f i c a n t  XP = (Rot S i g n i f i c a n t )  

Exports  

I2 = ?Sot significant I* = (Rot S5gnificant) 

Source: Quest ionnaire  S u r t e p  - 



and barges, boats, s a i l k  i a r i m + s t r o c t u k e s ,  wire ;ope and o t h e r s  Lor 

the mining a n d  + l o g g i n g  i n d u s t r i e s  of t h e  ragion. The s p & i a l i z j r i o n  
+ - 1 

i n  forest p r o d u c t  machinery  and  bear J t r a n s p o r t  equipment  machinery  

has, i n  fact, u -- made a vanconver  - 2- - -  a n - i m p o r t a h t  c e n t r e  for t h e s e  goo&- 
a A -  

Indeeil, t4ese i n d u s t r i e s  a r e q  now e l p o r t a n t  e x p o r t e r s ,  

- C a p i t a l  Goods Linkages:  T a b l e  5-20 shows t h e  d i s t r i b u t i o n  of the 

firms o b t a i n e d  from 76 t o  100% of t h e i r  equipment from t h e  Vancouver 

m e t r o p o l i t a n  area, The r e g i o n  e v i d e n t l y  h a s  become a major source for 

i n d u s t r i a l  machinery  $or p e v l p  e s t a b l i s h e d  firms, T h i s  i n d i c a t e s  a 

' p o s i t i v e  s h i f t  t o w a r d s  d i v e r s i f i c a t i o n  of t h e  r e g i o n  @s i n d u s t r i a l  

+ &racture which ,was i n i t i a l l y  c h a r a c t e r i z e d  by t h e  regkon * s v a r i o u s  

staple p r o c e s s  g industries, However, 29% of t h e  i n d u s t r i e s  r e c e i v e d  

t h e i r  equipment  ' l a r g e l y  from impor ts ;  These  industries are p e r h a p s  - . +  

t h e  r e g i o n ' s  'neww i n d u s t r i e s  whose machinery and equipment  cannot be 
t 7  

met by the r e g i o n a s  e x i s t i n g  machinery sector, ~bble 5.21 does n o t ,  

* hcherer, support t h e  c o n t e n t i o n  j u s t  e x p r e s s e d ,  It can be s e e n  i n  t h e  

table t h a t  there is r&tually no d i f f e r e n c e  between the *new* ' a 

i n d d s t r i e s  and t h e  old i n d u s t r i e s  i n  terms of s o u r c e s  of their .c 

so- of t h e  i n d u s t r i e s  are largelp dependent  on . i m p o r t s ,  T h i s  p e r h a p s  

i n d i c a t e s  t h e  r a n g e  and capacitl of t h e  machiaery  s e c t o r  of Vancouver 



< .  1 
-- 

. 1- 

- .  . . 

' : . a  'Table - 5 -  2 0  e . -~ . 

-------------------- - n - - - H I H I I I - - - L H H I I  3 
Percent of Total % 

l5-i A - p e n t  s B ecei red prom vancoures - Froh ?.ports - 

----HIIHIIu--I I--.----- --q------ * 

Source: Questionnaire 3nrrep  

.% x2 = l o t  si gnif i cant  x* = l o t  s i g n i f i c a n t  

- - 

Source: Qttestionnai~e Survey 



Table  5..22 

Businesq Services purehasea dram Vascoarex 
* J 1 

' - . .  
9ancouver k c b a s e s  Legal Accoant ing ~ d v e r t f s i n g -  

a 
none 

t - 10% 
- 

f 1  - 25% t 

TO-1 . 4 4  ( tooxl  44  (toon) , ~ ~ ( 1 0 0 s )  - _ 
-II-~--H--II.I----------.-.-H-~--~--U---~------- 

-- -- 
- -- - - - -- --- -- - -- 

- - - - - 

ldrthor field o b s e r r a t  ion i s  rega ired  here. The i m p o h a n t  o b s e r v a t i o n  
/ 

--netertbdessssrta~s-tkbt toaie&qx@mi$ - nel&ki&s--- 

\ 
.I 

a b l e  t o  o b t a i n  tbdir i n p u t s  from loca sources l  

S e r v i c e  LinYages: ~ d b l e  5.22 shows t h e  proport ion  of three 

b u s i n e s s  s e r v i c e s  r e c e i v e d  from the  s t u d y  region by the sampled 

manufacturing e s t a b l i s h m e n t s ,  These s e r v i c e s  are legal, acconntkng, 
I. 

[ 

and a d v e r t i s i n g ,  ~ancoarer ' '~  primacy i n  prov id ing  t h e s e  s e r v i c e s  is 
* 

un questionable. The dependence p.att&n i s  unaltered by dis t ingu i -qh ing  

between new and o l d  industries (Table ' 5-23), A 1 1  i n d u s t r i e s ,  

irrtkpectire of o l d  and new, receive afoost a l l  t h e i r  business 

services from Vanconrer, 



- 1 

- 

Table 5.23 
- 

~ e u  "r 
I n d u s t r i e s  

F igures  ia Parentheses are Percqqtages 
- - -  - - - -  

Source: Questionnaire Survey 



It is clear from t h e  preceding discussion of t h e  v a r i o u s  l i n k a g e  
e 

r e l a t i o n a h i s t h a t  t h e s e  are h i g h l y  integrated with the local 

i n d o s t r i a l  stractare i n  a war enrigaged by the staples t h e o r y  -of 
-- - - -- - - -  

economic grovt-h. ili&usged i n -  C 6 a e e q  1. TG e x p o r t s  of - tbe - - - -- fozest -- - - - 

staples for the last t w o  o r  three decad-es i n  B r i t i s h  Colombia ha re  

stimulated secondary  manufa&aring in  t h e  region, The grouth  ,of t h e  
--- - - -- -- 

local ecoaomy.bas p e t r i t t e d  numerous bacJrWard,fotuard, and consumer 

narkat l i a l k d  i k d o s t r i e s  i n  t h e  region, Thus, i n  t h i s  -&enre, the  
1- 

i n d u s t r i a l  stractare can be said t o  h a r e  d i v e r s i f i e d ,  On the rhole ,  

the evidence indicates forward l i n k a g e s  aroani? traditional s t a p l e s  

are more i m p o r t a n t  than Backuari3 l i nkages ,  Houerer,  many forwardly 

firm formti* is predominant ly  &oiffing tho a a n o f a c t a r i n g  sa t i t o r  

of &he Vancouver metropolitan area through f in31  demand -linkage_s, 

O r e s  t i m e  new f irms do  s t e p  up their e x t r a - r e g i o n a l  sales, including 

&I export .  Brpor t s ,  however, seem t o  be concentrated i n  a c t i v i t i e s  

l inked  t o  t h e  traditiortal sector, lo e v i d e n c e  was found for a b r o a d l y  

based s h i f t  towrds a more e x p o r t  oriented mf_ootloosew type  of 

A a 
1 

already bas been m a t i o n e d  i q  t h e  first chapter, these s t a p l e s  had 

rezf Z i t t - l a  p a h n t i a l  for genetatiag o t h e r  local linked- - - 

108 



activities--because not much fur ther  processing was invol.ved. Ilso, . . 
" , 

the  ra*r markets of these products  a t  the time was far  amp-mainly 
m 

1 
i n  Iluropa. In t&e%ase of forestry .  t h e  s t o r y  has  been different. - 

w * .  

F i r s t ,  forest products had t k e  potential for W a g  pra&ssed into  
C* 

, marketa for them Grew nearby i n  t h e  U.S. T& ttemeadous 
f 

increases i n  the demand for lumber and lumber products  i n  t h e  'U,S,&, " 

of forest inaastries, Third, together  with t h i s  growth, t h e  1-1 

region, centered i n  Vancouver, also grew t r e ~ e n d o u d y  in pophlation 

and economic a c t i r i t i e s ,  The sizeable l o c a l  market supported other 
* 

Y 

d i f f e t e m t  i n d u s t r i e s ,  These factors hare thus allowed the i n i t i a l  

\ forest i n d u s t r i e s  of B, C, t o  spar -the rar ious  f orrard, i backward and 
- -- - -- -- - 

. final dsmnd lhraa a c t i d t i e s  in rarcoarer anit thils kc reskted in 
+ 

/' 
a diversified indastrial s tructure-  for it, - - -- 

4 



~h&ef&&t -thesis has attempted to study the B g i o n a l  

h d & r i a l  diversification process  i n  Vancouver uslab tbe staple. 

d$r%rdfication wasores i g n o r e  or o ~ r s i m p l i f  7, - Conventional 
-- 

2- 

measures hare largely m e a h r e d  dirersif i c a t i o n  as a static phenomenon 

anQ calcmlated it fra.  the lenqos da& on the d i s t r i b n t i o n  of' 

h a d o s t r i a l  emplopent ,  T b s e  stittic indices! were reviewed in t h e  
' c '  

), t h e s i s  am3 applied ' i n  the context o t?a ta  from t h e  Vancouver 
. 

aetropolitan Atea for 1961 and 197 1. These c a l c u l a t i o n s :  revealed a 
* 

. \ Yme*iOn- - - The conceptual d i f f i c u l t i e s  with t h e  various i n d i c e s  hare been 

noteit, It Bas b e e n  pointed oat that due to v a r i a t i o n s  i n  Bhe t ermina l  

ralues of the different indices it was d i f f i c u l t  to compare tba 
f 

resalts  of o m  index to e a t  of the other.  The effects of t h e  n a t k e  
ad-- 

of the fadostrial c h s i f i c a t i a a  in'crudiag its level of 
'? 

ittsaggregat5aa were also eramined b~ calcalatimg all tbe indices 

\-ag t.0 different mts of disaggregation. I t  was found that thi 

level of d i s a g g r e g a t h  aaod in the c a l c u l a t i o n  of d i v e r s i f i c a t i o n  

indices  does influenee tbe results, but only slightly- 



ile the c i n d i c e s  prot ided a asefal sarnmary of  e m p l o p e n t  
t 

d i v e m s i f i c a t i o n  across a set of industrial ca t iegor ies ,  the statistics 

themelies imre of little pragmatic o r  e x p l a n a t o r y  value, An h h e r e n t  
. . 

weakness af t h e s e  s ta t i s t ics ,  for  example, a re  t h a t  t h e y  indicate 

n o t h i n g  of the linkage c h & a c t e r i e t i c  of industr ies .  I n  -the s t a p l e s  
d 

theury ,  borerex, the d e r e l o p r e n t  ofi l i n k a g e s  itre a n  i m p o r t a n t  a s p e c t  
- - - - - 

of the dir-eraif-icat5ert--prxees-of a regioa, Tbus, a s a c c e s s f n l - e x p o r t -  - -  
- 

sector sets i n  motion a carnalatire m u l t i p l i e r  mechanism uhich 

. -expresses  i t s e l f  r ia linkages i n  t h e  growth of t h e  other s e c t o r s  of ' 

- -- - - -- -- - -- - - -  - - --- - 
-- - 

-- -- - - - -- 

the economy, so that over time endogenous l e d  growth i n c r a a i a s  i n  

i m p o r t a m e  and i n t e r r e g i o n a l  l i n k a g e s  are inareasingly coaplerented 

by intraregional l inkages.  \ 
The impac t s  of e x p o r t  led growth  are t r a n s m i t t e d  t o  t h e  o t h e r  . 

d 

sector$ 'bf the economy through the o p e r a t i o n  of backward and  forward 

linkages. Thus, it is L t h r o a q h - t h e - q r a d a a l ~ ~ . e n t p U m -  - - -- -- - 

of t h e s e  l inkages  t h a t  a region d i v e r s i f i e s .  A s  the  r e g i o n  grows and 
- 

diversifies, the r a r i o o s  l i s k e d  a c t i i f t f e s  t o  its b a s i c  staple' sector 

are taken up by t h e  appearance of new firms i n  the t eg ion , 'The  study 

of t h e  r ra ture  of t h e s e  new firms and linkage characteristics p rov ides  
r 

opportunities f o r  s t u d y i n g  t h e  d i r e r s i f  i c a t i o n  p r o c e s s  of t h e  region.  
. 

Accurdingly, t h e  main t h r a s t  of the e m p i r i c a l  s t u d y  i n  t h i s  thesis 

was t h e  .annex in which the new i n d u s t r i a l  e s t a b l i s h n e n t s  are shap ing  
* 

The determinat on of t h e w 1  popn la t ion  sine of t h e  new 

i n d a s t r i a l  e s t a b l i s h m e n t  i n  the region turneil  o u t  to be a f o r a i d a b l e  



m 
0 1  

the d'ef izritianal a ~ b i g a i t i e s  that complicuted data c o l l ~ t i o a  about  
\ 

new. firm? bare been noted, Heve t the l e s s ,  a random sample  of r e c e n t l y  

y?stablisBed p l a n t s  was o b t a i n e d  and a q u e s t i o n n a i r e  admin i s t e r ed  to 

Z 44 of t em, 
, 

The resuits of t h e  sample surrey indicate, i n  accordance wifh 

expectations. . tha t  new manufacturing e s t a b l i s h r e n t s  are t y p i c a l l y  - -. 

small and ouner  managed and t h a t  t h e  Vancouver R e t r o p o l i t a n  a r e a ' s  

still r e t a i n s  an ' i n c u b a t o r  func t ion* ,  A h i g h  pe rcen tage  of Vancouver 
- --- 

- --- - -- - -- - - - -- p-p-p - - 
-p 

~ t e t r o ~ o l i t a n  a r e a * ~  m a n u f a ~ t n r i n g ~ r e p t e n e ~ F r e  a x ~  immigrants 

t o  Canada, P i t h  respect to t h e  extent t o  which  new plants a r e  

d i r e r s i f ~ i o g  t h e  s t u d y  reg on's  manufactur ing sector on t h e  basis of c, 
their l i n k a g e  characteristics, the main f i n d i n g s  are t h a t  new plants 

* 

are primarily e s t a b l i s h e d  to serve B r i t i g h  Columbian m a r k e t s ,  

a l t hough  backward and e s p e c i a l 1  y forward linkages' around the 
' 

- - - - - - - - - - - - - - - - - - - - - - -- -- - 

t r a d i t i o n a l l p  i m p o r t a n t  s e c t o r s  remain impor tan t ,  Export l i n k s  d o  

e x i s t  b u t  they a r e  of a r a t h e r  t e n t a t i v e ,  ssall  &ale n a t u r e  and v i i l  

l i k e l y  remain so without  subs tan t i a l  governaen t  -help-  
F 



Appendix - 1 

Questionnaire for New Industry Survey 



1 .- Cornpay name, and address . 

2. Name and Posi t ion  of t h e  Respondent - 

* . '  3. Head Office ~ o c a t i o n  ( i f  not  same as above) 

4. When d i d  t h i s  p l a n t  begin product 

5. Ind ica te  whether t h e  p l a n t  is : ! 
d 

( Pr iva te ly  owned, J o i n t  venture  ; 

- 
Branch P lan t  of  a Canadian -. Branch plant of  a Non- 
m&*&~h-- - -  p~---can&-wRedrm ,--- 

a . Other . ' 
6. How many ot&r  p l a n t s  does your f irm opera te  ? .  

0 ;None. 1 t? 2,  ' 3  t o  5 ,  more than 5. 
d - 

0 7. 1s t h i s  p l a n t  owner-managed ? [3 1 
- 

Y e s  . No I 

< - .i 

'8. I f  t h e  a-bove answer is yes  - : 
2. - 

A'. What was t h e  owner's previous p r i n c i p a l  business ? 



B. Where d i d  t h e  owner(s )  l ive immediately p r i o r  t o  e s t a b l i s h i n g  

t h i s  p l a n t  ? 

,-. 
II; Within Vancouver, ~r Within B. C. , v , - Western Provinces ,  

8 - - . ,--, *. 

Eas te rn  Provinces ,  United S t a t e s .  C ' I - ~ l s e w h e r e ,  
+.  

C 

C. How long h a s  $he owner(s) l i v e d  i n  Greater Vancouver ? 

- D ~ a n c o u v e r ,  L] B.C. , . f r' U U.S. , 2 Elsewhere, 

12. What was t h e  i n i t i a l  s t i m u l u s  f o r  e s t a b l i s h i n g  t h i s  p l d t  ? 

13.  Whatwere the  main r easons  f o r  l o c a t i n g  i n  G r e  Vancouver ? - 

14. How many people ,  03 t h e  average  a r e  permanently employed a t  t h i s  p l a n t  ? 
i 

u I to S t  [ 6 to 14 ,  15  to 24, n 25  to ,,, 

3; 

10. A t  start up  i n d i c a t e  whether t h i s  p l a n t  w a s  : - 
a A new b u i l d i n g ,  An o l d e r  b u i l d i n g  converted to p r e s e n t  u s e ,  



L + 

18. With r e s p e c t  t o  o v e r a l l  C a p i t a l  expend i tu re  on p l a n t  machinery e s t i m a t e  

t h e  p ropor t ion  purchased from : 

- - -. 
R e s t  o f  B r i t i s h  Columbia ; ~ r e a t e r  Vancouver % ;  

Other  Western Provinces  % ;  Eastern  Provinces  % ;  

P 3 .  

- 
19. I d e n t i f y  t h e  main r easons  f o r  purchasing o u t s i d e  B r i t i s h  Columbia : 

S t a r t  up 

er 
21. Est imate annual  sales t u r n  over dur ing  F i r s t  y e a r  o f  o p e r a t i o n  C 1 and 

- 
r] - 50.000 t o -  99,999 ~ 1 0 0 . 0 0 0  t o  199.999; 200.000 t o  499,999'; k. . 

5000 . 000 t o  999 ;999;E1 1000.000 to 4.999.999; r ~ 5 0 0 . 0 0 0  t o  1000 .d00; 





What are t h e  main d i f f i c u l t i e s  i n  achiev ing  :' 

A, .Greater Sales An the rest of Canada 
3 

B. Greater Expor ts  

w - 
- - - - 

/ 
What i s  t h e  p r o p o r t i o n  of your s a l e sTgo ing  t o  a f f i l i a t e d  p l a n t s  3 , 

Within P l a n t  S a l e s w n  ; Outs ide  Agenqies ; Paren t  Company Se rv ices ;  
~. 

28. I n d i c a t e  t h e  t h r e e - m o s t  impor tan t  - rplnter ial- inputs  used i n  t h e  p l a n t  3 

i r 
,- 

I n  t h e  f i r s t  yea r  o f  o p e r a t i o n  I n  t h e  p a s t  year  (1978) 

3 .  3 .  

3 

29.  Est imate  t h e  percentage  d i s t r i h t i a n  (a)  o f  your r u i n  material i n p u t s  from' 

t h e  fo\lowing sou rce  r e g i o n s  : 
3 * 

Source Regions .Purchase i n  the  first Purchase made l a s t  ' 
bear o f  product ion  " y e a r  @8) 

Greater V a n w w e r  t C 

- - 
R e s t  o f ,  Brit'iiih 'Columbia - 

Western Provinces 

Eas te rn  Provinces . 

#it& S t a t e s  

El sewhere 



+. 30. I& the above d i f f e r e n c e s  (or lack of di f fe rences )  in  tha geographic 

31. Account for t h e  changes (or o t a b i l i t y )  etvident i n  t h e  geographic ' d i s t r i b u t i o n  

inpu t s  : 

5 Greater  Vancouver 
e 4 

R e s t  o f  B.C. 

R e s t  of  Canada 

What are t h e  m a  d i f f i c u l t i e s  i n  obta in ing more l o c a l  purchases ? 

What is t h e  percent  proport ion of  inpu t s  

With respec t  t o  purchat&ng do you use : 

In  p l a n t  employeesz 11 External  

,-- 
purchased from a f f i l i a t e d  p l a n t s  

100% ; 

Agencies. ; 0 Parent  Canpany senricest ' 
$ 

3 ! - I n d i c a t e  your f i rm ' s  w e  of the-lowing "business servicesw : --I 
i 

a 
3 

*4 
4 

36. 'Tb w h 8 t  ex ten t  are these "services" bought from, wi th in  Greater  vurebuver 3 
4 

F - - - -. -- 
I - 

Services 0 - 10% 11 - 25% 26 - 50% 50% + ;I 

. - -- - - --.-I-- b 

Legal-- , - 
k c o u n t  ing  ~ -.--- 

- --  - 

, * 
4 
53 

Used 
regu la r ly  6 

f r e q u e n t l y  

-- 
- 

Types of  Services 1 
- 

Legal - 
Accounting 
Advert is ing 

s 

Sporadical ly 
U s a A  

llot used at a11 

.-------- 

' Used r e g u l a r l y  
bu t  in f requen t  
1 y 

I - 
-- - 



Calculations of the Static Indices of 

. a Diversification 
T 



- - - - - - - - - - - L  

1 I P ~ I ~ ' r A B ~  -2;-IT 

Z 

MET#)W)LI* ARE& FOR 20 I N D I ~ S ' F R ~ ~  1961 0 1971 + 

. The Ihrena Scare 
- .  

19 61 1971 

% of Imp, Cue. o % of m. -. o .  Industry I 

1. Wood fndustries 25,09 - - 25 .Q9 21.10 - - -- 21.10 . j 

2. Food r Beverages - - 19 -94 _ ' A 45.0-3 15-74 . s u  36.84 481521 ' u- -"- 

3. Metal Fabricating 9.01 54 .04 11~; 48 
4. Pr in t i ng  & Publishing 8.16 . 62.20 8.57 56.89 

6.48 68.68 5 -61 62.50 5. Paper & All ied 
6. Transportat ion 5.17 73.05 6.35 68.85 

- - - - - - - P- ---  fixture^^.^^ 3 -- 57 -- 77-42 pppp 2 -96 71.81 
8. Primary ~ n d u s t r i e s  2 -97 80.39 3.08 74.89 

9. Clothing' Indus t r i es  2.94 * 83.33 2.98 77.87 

10. Machinery Indus t r i es  2.68 86.01 4.02 81.89 

11. Mix Manufacturing 2 . 6 1 4  - 88.62 3.05 . 84.94 

12. E l e c t r i c a l  Products 2.34 90 -96 4.08 89.02 

13. Chemical and Chemical 2.34 93.30 2.95 91.97 . 
14. Petrole*- & Coal 2.01 95.31 -84 92 .8l 

15. ' Non-Metallic Minerals . 1.96 97.27 3.72 96.53 

1 Text i l e  Indus t r i es  1.48 98.75 1.45 97.98 * ,  
17. Kni t t ing Mills -55 99.30 -38 98.36 

.SO 99.75 .40. 98.76 P 
- d 8. -LeatherPre!cts -p--p--p-- -- 

- 19. Rubber ti Plaskics .27 99.99 1 . 1 5 9 9 . 9 1 7  
20 .I, Tobacco Prodixts .02 100.00 .13 100.00 

A. 

6 - 

1619.29 == 1551.24 

Tress Score I = Sum of the Cuulative Percentages 



Industry = 4. in . 8 .  in CU. 
vqacovr - Vanmuver - -  -- - 

7 

- -  - - 

Saw Mills 
Metal Fabricating 
Printing s PublisKing 
Veneer t Plywooit 

-- 

Pulp & Paper 
Bakery Products 
Furni ture  6 Fixtures 
m a t  ii ~ o u ~ t r y  
Primary Metal Indwtries 
mchinery Industry' 
Dairy Products 
Ship Building 
Misc. Manufacture 
Beverage Industry 

_ElectricalProdw\#:tstsp - 

Cloth (m 
C h e m i c a l  6 Chemicals 
Misc. Pood 
Petroletan C Coal 
robn-Hetallic nia6rals 
Sash Door & OUrer 
Paper C .Box + 
Pr\rFt L Vegetable 
'Ibxtile Industry 
Misc. Wood 
Other Transport 
 ruck ~ a d y  & ~raifer 
Other Paper 
Boat Building 
Other Plothing 
Knltting Mills 
Asphalt Roofing 
Leather Products 
Wooden Box - 
Feed Iadqstxy 
R h b e r  Products  

- - -  
=acco ~rod-== 

15.83 12 .16 d. - -  -- 12.16 
24.85 . 11.48 23.64 1 
33.02 8.57 32.21 ! 
39 .04 5.79 38.00 

3 
P 

-4L22 2 C ~ 2 . 3 -  
46.93 2.69 
SO. 50 2.75 45.79 3- 
54 .07 2.95 48.74 
57.27 2.92 51 -66 

. 60.26 3.09 54.75 
i 
3 

62.95 4.01 58.76 : 

65.60 1.64 60.40 ( I 

68.24 2.22 62.62 ' 

84.26 .84 80.79 - 
86.22- . 3 3 3  * 84.52 
87.95 2 .OO 86.52 
89.51 2.21 88.72 

93.69 .89 92.14 

99.16 -39 97.95 
99.47 .27 98-22 
99.77 -49 . 98.71 .- 

-- 

99.98 1.15 99.86 
roo.oa - .I4 - - ~00 .00  - 





% in r i n  mff. * i n  % i n  Diff. 
V . n c o u v e r  Canada Vancouver Canada 

13. 
14. 
15. 
16 = 

17, 
fa, 
.19. 
25. 

Food & Bev&rag& 
lbtal Pabricat i*  
Prfnting L WLCshing 
Paper C Allied 

on 
Furniture L Fixture 
Primary M e t a l  
Clothing Idus t r fes  
Machinery Indrzstries 
Him, Clanufacturing 
Electr ica l  Products 
Chemical & Chenical 
Petroleum L Coal 
Non-lletallic Hinerals 
3kxtib fadrrrtries 
Knitting Hills 
Isatbsr 'kr&itrias 
R-r L P l a s t i c s  
'Eobacco Products 

S m  of hs i t i ve  or Ekgative Differences 
Ooeff ic ient  of Specialfeation, I = - 100 



; METROPOLITAN AREA F O R 3 8  XNDUSTRIES 1961 & 1971 
-. 

Rw Coefficient .of Specialization 

~rsd&tty ' % - . i n a % i n  Diff. % B a p . i n  % i n  Diff. 
Vancouver Canada ~mcower Canada 

t 

1. Saw W l l r  15 -83 4.14 11.69 12.16 3.40 - 8-74 - - 
2; tk="F&ri-iting 9.02 7.35 1.67 11.64 -7.48 4.16 
3. Printing i Publishing 8-17 6.00 2.17 8.71 ' 5.70 ' 3.01 
4. Vewer c Plyvood 6.02 .74 5.28 5 -87 -72 5.15 
5. Fiah Products 
6 .  P u l p G P a p e r  
-7- B& 

-- 
8ry  Products 

8. Puxnlture c Fixture 
9. Heat ri Poultry 

10. Primary Metal Industry 
11. Hachinery Industries 
12. Dairy Products 
13. , Ship Buildiog 
14, , Msc. Manufacturing 
15. Beverage Industry 
16. E lec tr ica l  Products 
17. M/F Clothing 
18. ChemicaZk Cnescalp 
19. blisc. Food 
20. Petroleum 6 Coal 
21. ~oah#etal l ic  Minerals 
22. Sash Door &i O t h e r  

nillwo* 
23. Paper Box 6 Bag , 
24. F r u i t  6 Vegetable 
25.  Textile Industry 
2 6 .  Wisc. Wood 
27. Other Transport 
28. Ruck Body 6 Trailer 
29. Other Paper Cunverters 
30. Boat Builm 
31. Other Clothing 

1 L . l C I l l t f i n g  A i l i s  
33. Asphalt Roofing . 
35. Wooden Box 
36, Peed fnd-try 
37. Rubber Prodwts 
38, - Prca8~-  





METROPOLITAN AREA FOR 20 IWIUSTRIES 1961 & 1971 

The Gibbs-Martin Index 

2 /  No.  of w l o y m e n t  (X) No. of Rnployment (X) 

Industry 1961 1971 1961 19 71 

woos Industry 
Pdbd & Beveruges 
Metal Fabricating 
Printing f Publishing 
Paper 61 A l l i e d  
v&-y7--- 
Furniture & Fixture 
Primary Metal 
Clothing Industries 
Machinery Industries 
Wsc . Manufacturing 
Elec tr ica l  Products 
Chemical f Chearfcal 
Petroleun & Coa-1 
Non44etallic Mineral 
Textile Industries 
# n F t t i n + ~ - -  

. Leather Industries 
- 

18. 
19, Rubber & Plastics 156 885 24336 783225 
20. Tobacco Industries 11 100 121 10000 

a 
- -- - - - - 

t 

Total 57485 76 7 75 432552810 - 628686120 

zx2 - 
Gibbs-Martin Index I = 1 - - 

(CX) ' 



DIVERSIFICATION QP CUNUPACTURIffi e)(PfrDnlENT I N  THE V A N C O W R  

Industry 1%1 1971 1%1 , 1971 
b 

1. Saw Mills 9096 9335 82737216 - 87142225 - 

2. Metal Fabrica_ting __ 5182 8815 26053124 772Q4225. __-. - -  
3. Prfnt ing C Publishing 4691 6580 22005481 43296400 a 

3461 444% 4. v ~ ~ J s ? l y v o o d  11978521 19758025 
5. Fish Products + 2401 1805 5764801 3258025 
6. Pulp & Paper ,2130 2065 - 4536900 4264225 
7. Bakery Products ' - - - 2051 - ---- 2115 

- - - -- - - 

8. Furni ture  & Fixture 2050 - 2265 
9. Meat & Poul t ry-  1837 2240 

10.kPrimazyMetal  I n d u s t r i e s  1707 2 3*7 0 
11. Machinery I n d u s t r i e s  1543 3085 
12. Dairy Products 1522 . I260 
13. Ship Building 1518 1705 
14. M i s c .  Manufacturing ,1499 2315 
15. Beverage I n d u s t r i e s  1444 1790 
16. E l e c t r i c a l  Products 1343 . 3130 
17. M/F Clothing 1306 
18. Chemical & C h d c a l  1290 

- - - -- - - - - -- - - -- - - - - -- - 
E: 
-- 

19, nisc. Food 1166 . 1675 
20; Pert roleun & Coal 645 
21, :- Plon-Hetallic Minerals 1128 2860 

t 22. Sash Door & Other 997 1535 
Mi l luork 

' , 2$%zp__aqer BOX 6 ~ a g  894 1695 
24. Fruit & Vegetable 865 825 
25. Tax t i l e  ~ndustries 853 1115 727609 1243225 
26. M i s c .  Wood 689 685 474721 748225 
27. Other Transport 59 3 1650 351649 2722500 
28. Truck lkdy & Trailer 469 820 219961 672400 

Other Paper 416 420 " 173056 176400 
Boat Building 394 700 15 52 36 490000 

31, OthcdClothing 384 145 147456 21025 
32. Knitting #ills 

-- 
316 = 290 998% -100 

33. Asphalt Fbofing 287 125 82369 15129 
34. Leather Products 286 300 81796 90000 - . sloodenBox 1 19 w XI5 33041 42025 
36. Feed Industry 175 - 380 30625 144400 
37, Rubbsr Products 156 885 24336 783225 
38. !Rhcoo Products 11 100 121 10000 - 

- - - - 

'Fotal 57485 76775 '394199380 322253950 





APPENDIX - TABU3 2.7 
L - - . -- - -- - - - - - - - -- -- 

t 

DIVERSIFICATION OF MANIJPACTURING ESMPIOyMEws IN THE VANOOUVER 

METROPOLITAN AREA FOR 20 INDUSTRIES, 1961 t 1971 
' 0 

1  re B&~OR .Index 

2 - IXXI~JF r m p . e  P 8 i n  = p2 Q, 

4 Vancower * Vancouver 
(PI (PI 

s 

- - 

+ 1. Wood Isdsaatry 25 -99 629 -51 21.10 .44FL.21_ _ 
2. Pood C Beverage ' 19.94 397.60 15 -74 247.75 = 

3. Metal Fabricat ing 9.01 , 81.18 11.48 131.00 
4. P r in t ing  & Publishing 8 -16 66.59 8.37 73.44 
5. Paper & Allied 6.48 42.00 5 -61 31.47 

-- -- - _ 4 . - - m a a s p ~ ~  - - - \ l i , 1 7  = 2 6 .  'U - 6 . 1 5 - 4 0 . 3 2  
7. Furni ture  Industries 3-57 12.74 2.96. 8.76 
8. Primary M e t a l  2-97 8.64 3.08 9.47 
9. Clothing Indus t r i es  2.94 8.64 2.98 8.88 

10. Hachinery Indus t r i es  2.68 7.1.5 4.02 16.16 
11. Misc. Manufacturing 2-61 6.81 -3.05 9.30 
12. E l e c t r i c a l  Products 2.34 5.48 4.08 16.64 
13. Chemical & Chemical 2.34 5.48 2.95 8.70 
14.- Pe t ro l em Coal 2.01 4.04 -84 .71 

2"' 15. Non-Het.alf%c Minerals , 4-9 96 3.84 3.72 13.84 
16. Tex t i l e  Indus t r i es  a248 2 .19 1.45 2.10 .. 

- - - - - 17. -- - ~ t t i - ~ - ! & U - -  - - -- - .%_ .30 .38 --- .14 
18. Leather Irdustries .50 .25 -40 .16 
19. Ruhber & p l a s t i c s  - .27 .07 1 .15 1.32 
20. W c o  Products .02 .0004 .13 .02' 

- 

2 2 
i 

Bri t ton  Index, I = dpl + pZ2 + . . .-. PzO 



e - - -  - - - < . . 
-•÷'AN FOR 38 'SND€WfRIES, 1961 & 1971 ' 

I The Bri%tmn ' I d e x  

Industry % P & p .  i n  
Vancouver 

% %tip. i n  
Vancouver 

1'. Saw Mills 
2. Metal Fabricating 
3. p r in t i ng  f Publishing 
4. Veneer G Plywood 

- 5' *h-9- - -  - -  

6- Pulp 6 Paper 
7. Bakery Products 
8. Furni ture  & Fix tures  
9. Heat C Poultry 

10, Primary M t a l  Indus t r i es  
11. Machinery Industry 
12. Dairy Products 
13. Ship Building 
14. nisc, Manufacturing 
15. Beverage Indus t r i es  . 

- -- -- -16, - E f a e W d * & e  - -- - 

17. N/F Clothing 
18. Chemical & C-cal 
19. Mist, Food 
20. ~eho lem f Coal 
21. Non-Hetallic Minerals 
22 .  Sash Door f Other  
23. Paper Box f Bag 
24. P r u i t  6 Vegetable 
25. Tex t i l e  Industrjf 
26. Misc Wood Industries 
27. Other Transport 
28. Truck & Body Trailer 

Other Paper Converters 

-- 

2: Boat Building 
' 4- 

32. KnitI5ng Mills 
7 7 -  

34. Leather Products 
35, Wooden Box 
36. Peed fadustry 
37. iWhtrProdwts - -  

38, Tbbacco Products 
1 

amt. $ 
3 



.. , ' .'* 

. B r i C t o n  Index, I = JP,' + P + ... . P* 2 
,! - 2 -.- 
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