
Part 2. 
Systemic Competitiveness in Canadian Regional Economic Development Agencies 
and Programs

Chapter 1
Explanation of the Systemic 
Competitiveness Model

The systemic competitiveness model has been used in this study as a framework to illustrate Canada’s regional economic development agencies/programs.  The model has been developed with the purpose of showing three vital ingredients, which were regarded as being vital to the success and acceptance (of the programs by the local business landscape):

1. Complimentary linkages among the 3 levels of government (i.e. National, Regional and Local/Micro): reducing overlap and bureaucracy, and increasing the efficiency and effectiveness of administering the initiatives at the local/micro level
2. Transparency of the program, of the various initiatives and the administration of these initiatives at all three levels of government: This component has been identified by the Department of Industry, as being vital in the acceptance of the businesses and hence building trust among firms and local governments/administering agencies.  

3. Horizontal and vertical integration among the various components at all four levels of the framework: The strongest characteristic prescribed by the model as a solidifying base for increasing the effectiveness, of the local economic development initiatives and tools at both regional and local levels.  

The following descriptions accompanying the model itself will elaborate on the various components and will attempt to indicate the three vital ingredients.  It is important to notice that the top two levels in the model (Meta and National Levels) are the same for all four of the models (FedNor, Western Diversification, ACOA and the KW Research Triangle).  However, all four economic development ‘initiatives’ illustrate different approaches to economic development.  The orientation of the economic development initiatives described in by the four models can be summarized in the following table:

	Region Served
	Name of Program
	Orientation of Economic Dev. Initiatives

	Northern 

Ontario
	FedNor
	· Mainly geared at local economic development through small business counseling and provision of capacity building services for small business

· Network Formation

· Emphasis on disadvantaged population:

· Youth, Women, Aboriginals, Francophone

	Western Provinces:

(British Columbia, Alberta, Saskatchewan and anitoba
	Western Diversification (WD)
	· Most of the expenditures are geared toward capital projects and investments into the infrastructure, and innovation centers

· Emphasis on partnerships among public/private sector and the local institutions of higher learning

· Major projects include telehealth, fuel cell technology and geomatics

· Further regional specialization (i.e. BC obtained a Multimedia Innovation center and Alberta a Petrochemical Institute – due to the proximity and size of the local market

· Network Formation

	Atlantic Provinces:

New Foundland

New Brunswick

Nova Scotia and 

Prince Edward Island
	ACOA
	· Special emphasis is placed on the provision of financial support to the region’s small and medium sized businesses

· Most capital projects are geared at community development initiatives mainly connectivity, access to information and hence the market place

	Southern Ontario:

Kitchener, Waterloo and Guelph
	Canadian Technology Triangle (CTT)
	· Emphasis on the provision of both debt and equity capital through the presence of venture capital firms and a proactive charter bank structure

· High tech sector is heavily marketed complimented by the presence of three universities and numerous technical colleges.


Chapter 2.0
Methodology

The following sub-sections will describe FedNor and Western diversification’s program and initiatives by tracing the interaction of the components among the first two levels (conceptual and national) and the other two (i.e. regional and local) levels of the systemic competitiveness model.  The purpose of this section is to explain and/or elaborate on the significance of the individual components as well as illustrate the flow of implementing the concepts thus, portraying the three vital ingredients described in precedent sections of this report.

2.1 Logistical Explanation: A Legend to Follow

Each model is broken down evenly into 4 levels. The individual components in the first two levels are labeled with capital case letters (A-E) and miniscule letters (a-d).  It is important to note that these two levels remain constant throughout the four models for the four regions examined.  This is an important characteristic exemplifying a cohesive vision on the approaches (i.e. logistical and policy consistency) to local economic development throughout the country. The components of the lower two levels are labeled with roman numerals (I-IV) and Arabic numerals (1-3). The variation occurs at the lower two levels according to the specific needs and/or industrial and economic specialization of the region examined. The following table is a list of the individual components (the constants) for the top two levels.  The components of the lower two levels, will be examined individually under the following subsections specific to the region. 
Legend for Upper Levels in Framework

	Level of Analysis
	Legend
	Individual Component

	Conceptual Level
	A
	Diversification of the local economy increasing competitiveness

	
	B
	Enhancing the Investment and Entrepreneurial climate

	
	C
	Building local community and economic capacity through the enactment of local organizations

	
	D
	Reducing the out migration of youth and skilled labor

	
	E
	Increasing the flow of trust among firms and government

	
	
	

	National Level
	a
	Connectivity

	
	b
	Innovation

	
	c
	Policies and Acts

	
	d
	Business Support and Development


CHAPTER 3.0
FedNor: Northern Ontario’s Regional Economic Development Agency

This section will begin by providing a brief synopsis of the agency including its: 1) evolution, 2) budget and 3)orientation.  The following subsection will examine the individual components.

3.1 Introduction

Launched in 1987, the Federal Economic Development Initiative for Northern Ontario has experienced steady growth in the development of new programs, new partners and enhanced funding for communities across the North. 

Today, FedNor invests more than $45 million a year directly into programs and services, which bring economic benefit to northern communities. An additional $18 million is flowed through the provincial network of Community Futures Development Corporations, strategically located throughout Northern and rural southern Ontario. 

On a daily basis, FedNor communicates with a diverse client base, including stakeholders and community representatives from the tourism, transportation, telecommunications and resource-based industry sectors, to small business, health, research and educational institutions, as well as business associations and professional groups. FedNor is also committed to helping traditionally under-represented populations (ie: Aboriginals, Francophone, women and youth) participate more fully in economic development. 

3.2 Regional and Local Analysis

I. Connectedness

As stated on the FedNor web site, the agency “is committed to working with Northern communities to develop and enhance the telecommunications infrastructure and networks throughout the North in an effort to increase opportunities for local business, build high speed data linkages to rural areas and to facilitate community economic development”. The purpose of this initiative is to improve access to information, technology, by utilizing the Internet medium. 

Some of the key project that FedNor is currently involved in include:
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Fig. 1
· Telecommunication Infrastructure: initiative is intended to build a lifeline to rural areas, ensuring integrated telecommunications, high speed data transmission, which will facilitate information technology and telecommunications applications such as e-commerce. The eligible projects (both capital and non-capital) are co-funded by FedNor (usually in partnership with National projects CAP [refer to ‘a’ legend in the second level], and private sponsorship or a telecommunication provider). The funding is geared for: the purchase and installation of integrated telecommunication systems, satellite systems, high speed data transmission, and the hardware and software associated with establishing these systems; feasibility studies; arms-length consultants/engineering training and skills development to utilize the infrastructure

· Telecommunication Networks: eligible activities may include both capital and non-capital costs and may include costs such as: the establishment and operation of a not-for profit organization; feasibility studies, arms-length consultants/engineering, training and skills development, or any other activities that facilitate the establishment and development of organizational and administrative networks, which support telecommunication infrastructure development

II. Innovation
FedNor is committed to supporting technological innovation, research and development, and the commercialization of new products and processes in Northern Ontario. By working with various community stakeholders FedNor will identify significant opportunities that will link traditional resource industries to a more knowledge-based product and service development.  Some of the major projects FedNor is currently involved in include:

· Research and Development:  FedNor funds projects for both non-for-profit organizations, local economic development departments and community groups as well as Small and medium sized enterprises (SMEs) that are willing to invest into R&D for the purpose of becoming more competitive and innovative, increasing market exposure, and creating local jobs within FedNor boundaries.  FedNor's contributions will normally not exceed 50% of eligible costs to a maximum contribution of $500,000 and is mainly to cover costs associated with consulting services, hardware software and skill development [ the component is tied in with ‘1’, ‘4’ and ‘5’ at the local level and is in cohesion with ‘A’ at the conceptual level and ‘a’ and ‘b’ at the national level].  This is an functional example of horizontal and vertical integration at all levels of the framework.

III. Community Partnership
FedNor is committed to supporting community-based economic development efforts that create employment and stimulate growth in the North through partnerships with community groups and not-for-profit organizations.  A short list of these projects include:

· Youth:  Youth retention programs, summer job creation and skill development as well as entrepreneurial development are some of the functions funded by FedNor and administered a the local level by economic development organizations, community groups, first nation committees, and non-for-profit associations.
· Tourism:  tightly joined with the subsequent project type (community recovery) tourism projects divert between capital and non capital projects which include community web portals (for market exposure), trade shows for local merchants, sponsorship of local fairs and cultural events 
· Community Recovery: This fund was designed to provide special assistance to Northern Ontario communities that have been adversely affected by sudden or severe downturns in their local economy. This funding will support the development and implementation of recovery strategies including economic analysis, strategic planning, feasibility studies

VI. Trade
FedNor is committed to enhancing the competitiveness of small and medium-sized businesses in the North by helping them develop and expand their export and trading activities including:

· Export: FedNor’s role is to encourage the application of electronic commerce and export-orientation as ways for Northern Ontario business to enter world markets, to assist business and industry associations/networks and SMEs in developing and expanding export programs.  Projects include: the establishment and maintenance of development networks, feasibility studies, or any other activities in support of trade-related small and medium sized businesses and entrepreneurship and grants are administered to local economic organizations, first nations and non-for-profit organizations (ex. Community Futures Program).  This component ties in ’III’ and ‘V’ at the regional level and ‘1’ and ‘3’ at the local level.

The following chart summarizes consistency and interaction of the components illustrated in the arrows in figure 1.

Summary Chart: Consistency and Interaction in FedNor
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Chapter 4.
Western Diversification: Regional Economic Development Agency

This section will begin by providing a brief synopsis of the agency including its evolution, budget and current interests/specification.  The following subsection will examine the individual components.

4.1 Introduction

The Department of Western Economic Diversification (WD) was established by the Western economic Diversification Act (S.C. 1988, c. 17) on June 28, 1988. Some of the programs now under the Department’s mandate were transferred from the Department of Regional Industrial Expansion. The Department is responsible for federal economic development activities in Western Canada and works in partnership with provinces, business, industry associations and communities to stimulate and diversify the economy in the West. It is important to note that WD’s strategy is the incorporation economic initiatives with community development projects.  

In light of the above, WD administers 5 major initiatives to develop and diversify the western economy including: a special initiative to assist Francophone Economic Development (a minority group in Western Canada), Innovation Projects, Investment initiatives, the Infrastructure WD Program, and the Western Canada Business Service Network.

4.2
Regional and Local Analysis

I. Francophone Economic Development Initiative

To further enhance Francophone economic development, WD has brought Francophone Economic Development Organizations (FEDOs) into the Western Canada Business Development Network (WCBSN). FEDOs operate in each of the four western provinces and have a mandate for Francophone economic development. Some of the major tools under this initiative include:

· Access to Capital: WD is providing access to capital through a loan loss reserve fund in each province. WD and the francophone economic development organizations already have or are in the process of arranging for a financial institution to provide loans to the community for business development. The loan loss reserve is set up in each region to allow an additional leveraging of funds up to $2 million through a financial institution in the region.  This tools is horizontally integrated with ‘III’, and ‘1’, ‘2’, ‘3’ at the local level (see Figure 2).
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Fig. 2
· Regional and Pan Western Special Initiatives Funds: As part of the FEDOs' strategy, special initiatives funding at the regional and at the Pan Western levels have been made available to support activities and projects which will have an economic impact on the Francophone community. The Pan Western initiatives will be projects that will be agreed upon by all four organizations and managed on a rotating basis across the West. An example of Pan Western initiative may be a project such as "Le corridor touristique de l'ouest." The tourism sector is identified as an area of economic opportunity and growth for the French speaking community.  This tool integrates some of the projects under initiative ‘IV’ at the regional level.

· Entrepreneurship: The FEDOs have actively supported the entrepreneurial spirit in western francophone communities by providing resources and networks to advance small and medium size enterprises across the West. The FEDOs have the mandate to provide business planning, business counseling services and information on government programs. Some of the various services include:

· Small business information for francophone entrepreneurs; 

· Referral to government programs; 

· Information sessions, workshops, and exhibits to strengthen the skills of francophone entrepreneurs and to allow them to explore business opportunities; 

· Business management skill development for francophone businesses, including marketing and bookkeeping; 

· Business counseling and access to financing for business development and expansion. 

The initiative to foster endogenous growth, rather than relying on attracting large multinational corporations is consistent with almost every conceptual component at the first and second level in the systemic competitiveness framework.  However, it is important to note that the provision of the above business counseling & development services are implemented and administered at the local level.  Most directly these tools are integrated in with component ‘V’ at the regional level and ‘1’, ‘2’, ‘3’ at the micro level.  

II. Innovation Projects

The WD agency assesses innovation as one of the most important elements in developing regional economies, capitalizing on new opportunities, and accessing global markets. Western Canada has generally high levels of productivity in some resource-based industries and the agencies strategy is to strengthen its capacity to exploit knowledge-based opportunities for economic growth.  Some of the already implemented projects include:

· Canadian Light Source Facility:  The $173.5 million CLS facility will be the result of long-term collaboration between all three levels of government, universities and the private sector.  WD will fund $5 million to the project through WEPA (refer to ‘III’ component) and will administer $15 million received from the federal government though the CANARIE program (refer to ‘b’ at the national level).

· Telehealth: WD sees an opportunity for innovation to help provide health solutions through the application of information technologies. Technological advancements are having a profound impact on the marketplace. Western Canadian small- and medium-sized enterprises (SME) can play a significant role in developing technological solutions.  Currently, the WD is in the process of sponsoring workshops, conferences and other networking initiatives to assess the current need and begin the implementation phase buy funding R&D in the field.  Once again this initiative has direct links to ‘A’ and B components at the national level, as well as horizontal integration with the ‘III’ component at the regional level and ‘1’, ‘2’, ‘3’ at the local level 

III. Investment (WEPA)

The Western Economic Partnership Agreements (WEPAs) promote economic growth and employment opportunities in Western Canada. These federal-provincial agreements focus on strategic areas of mutual interest, and will lead to an investment of up to $160 million in federal and provincial contributions in Western Canada over five years.  Projects already implemented include:

· NewMIC is a groundbreaking collaboration between industry, academia and government that focuses on the research, development and commercialization of cutting-edge new media technology. It is an interdisciplinary centre with corporate sponsors, and institutes of higher education - Simon Fraser University, TechBC, University of British Columbia and University of Victoria.  The centre is located in British Columbia.

· Petroleum Technology Research Center (PTRC): The $11 million, Regina-based center employs 50 scientists and graduate students who work on environmentally and economically sustainable ways of enhancing the production and value of oil resources in Saskatchewan, the rest of Canada and throughout the world. By bringing together researchers from the Saskatchewan Research Council and the University of Regina under one roof, the PTRC will gain synergy and efficiency in completing research. 

· Plant Biotechnology Institute: a top agricultural research facility in Saskatoon, received funding under the WEPA for a multi-million dollar expansion announced in June, 2000.  The $15.4 million extension will house incubation facilities for start-up companies including laboratories, offices, analytical services and controlled environmental growth rooms.
The above examples of projects under WD investment program clearly illustrate WD tendency to invest into innovation and R&D, as well as public-private partnerships as a strategy to collect the necessary funds.  Also, it is important to note the location (underlined) of the projects.  WD intentionally fosters the growth of these research centers based on the strengh of the local industry (ex. BC – film industry, Saskatchewan – agriculture, Alberta – Petroleum and gas extraction), thus fostering the demand for the local job market.

IV. Infrastructure Program

Some of the program’s initiatives include: local transportation, cultural and recreational facilities, infrastructure supporting tourism, rural and remote telecommunications, high-speed Internet access for local public institutions and affordable housing.  The division of funding is equally distributed among urban and rural areas as well as areas occupied by minority groups (i.e. francophone, native).  These initiatives, clearly demonstrate WD’s affirmation that economic development must be accompanied with integrated community development efforts. 

V. Western Canada Business Service Network

With a delivery network of over 90 points of service across Western Canada, small and medium-sized businesses in most rural and urban centers can easily access WD's and a range of other business services. This Western Canada business service network includes all Canada Business Service Centers, Community Futures Development Corporations, Women's Enterprise Initiative offices, and WD regional offices in Western Canada. Other stakeholders and partners delivering programs and services to small businesses in the West include federal departments, provincial and municipal governments and industry associations.  Four key areas of activity include:

· Capital Services - Helping small businesses in "new economy" sectors access WD-sponsored loan programs; providing information on alternative sources of financing for the following industry sectors: biotechnology; information technology and telecommunications; knowledge-based industries; agricultural value-added processing; tourism; urban and aboriginal micro-businesses. This tool coincides with component ‘B’, ‘c’, ‘III’ and ‘1’,’2’,’3’ at all levels of the framework.

· Business service network - Creating a "single-window" source of information for small businesses in the West.  The network includes Community Futures Development Corporations, Women's Enterprise Initiative offices, Canada Business Service Centers, and WD offices throughout Western Canada.  This tool is integrated with components ‘B’ and ‘C’ from the first level of the framework.

· Alliances: Helping established industry alliances to enhance the competitiveness and growth of industries vital to Western Canada, promoting community economic development in rural areas 

· Business Service Centers: help path finding information about government programs - federal and provincial - in support of small and medium-sized businesses, as well as providing information on trade, market opportunities, the economy and other material of interest to small and medium-sized businesses.

Summary Chart: Consistency and Interaction in WD
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