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ABSTRACT

The widespread assumption that human capital development through
education and training will improve the economic capabilities of people is
the basis throughout the industrialized world for various support programs
to assist the unemployed to “adjust to the labour market” by returning to
work, and contribute to the prosperity of the region. Substantial
investment of public funding is made in anticipation of fulfilling those
expectations. Such was the case in the Canadian province of
Newfoundland and Labrador in the early 1990s when, after the closure of
the northern cod fishery and the subsequent displacement of about
30,000 workers, several government income and adjustment support
programs were Initiated.

This research project relied upon a case study approach to develop an
understanding of the complex social phenomena associated with assisting
the workers to adjust and evoking economic renewal in Newfoundland.
The research went beyond the standard statistical economic indicators,
pbased on the notion that human capital development happens to
individuals in the context of their lives in their home communities. Gaining
an understanding of the "actual changes” that had occurred in people’s
lives by recording their perceptions and stories was a significant feature in
the project design. Documentation, key informant interviews and focus
groups were the instruments used.

Statistical evidence revealed that the province Is a region of sporadic
growth, persistently high unemployment, high part-time and seasonal
employment, increasing transfer dependency, and declining population
size, but with potential for economic turn-around. The perceptions of the
research participants added much detail to that image and, perhaps more
importantly, added further enlightenment as to what Is required to
enhance that potential and successfully move employment beyond the
traditional economic mainstay of their communities, the cod fishery. The
strongest theme which emerged in people’s estimation of the renewal
events required was the need for “an integrated approach” to

development support.

Both the literature reviewed and the research findings indicate that the
relationship between human capital development and economic renewal
is not simple cause and effect, but a far more complex, multi-faceted and

synergistic relationship--that education and training can make an effective
contribution to economic renewal of a region struggling with a depressed
economy, but only as a component of an integrated package of strategic
interventions. This thesis identifies potential elements in that package and
proposes an accountability framework for evaluating its impact as a
contribution to informed planning and decision making in both social and
economic development in Newfoundland and Labrador
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PREFACE

Cabot had found a new world of sheer abundance, a world of
the passenger pigeon and the buffalo and an inexhaustible
profusion of fish. If you stand on the tip of Cape Bonavista
today, with your arm around the statue of John Cabot, you can
look out at the remnants of that world. Few fishing boats head
out from Bonavista any more, and none that fish for cod--there
has been a near total ban on cod fishing in Newfoundland since
1992, when the stocks finally collapsed completely....And now
Canada pays out billions in welfare cheques, buys up boats,
and retrains fishermen to operate computers or style hair.

There are times and events in one’s life which evoke a recognition and
questioning of assumptions. For me, a Newfoundlander born and
bred, July 1992 was such a time. The event was the announcement of

a moratorium on the catching of the northern cod fish, a major staple of
the Newfoundland economy. The assumption, reflected in the training
support options of the Northern Cod Recovery and Adjustment
Program (NCARP) and The Atlantic Groundfish Strategy (TAGS),
which were Canadian federal government response programs, was
that labour force adjustment of the displaced workers, and hence

economic renewal, would be enhanced by training (or retraining) now-

idle plant workers and fish harvesters.

At that time | was working in the community college system of

Newfoundland and Labrador as a science instructor in the Adult Basic

Education (ABE) Program and | was assigned a class of thirty
recipients of NCARP income support. Having received counselling via

NCARP outreach workers in their communities, each of these adult

learners was embarking upon a retraining venture, beginning with

* completion of a high school equivalency to provide eligibility for further

postsecondary vocational training.

" This quote comes from a British newspaper, The Observer, an article
entitled “Cod is Dead” in the Review, June 14, 1998, p.2.




As is often the case for instructors of Adult Basic Education programs,
| was combined content expert, facilitator of learning, and career
counsellor. | mapped out with each learner the basic courses s/he
would need to take to prepare for vocational training. In going through

that process, | often heard the refrain “Training for what? There are no

other Jjobs in my community.”

| started to reflect upon the economic reality of my province,
Newfoundland and Labrador. In rural areas, there had been little
diversification into industrial sectors other than the fishery. | came to
suspect the expectation that training would lead to labour market
adjustment and economic renewal to be overly simplistic, indeed
impossible to fulfill, given the complexity of the problem at hand. | felt
that training, while it might provide some inherent benefits to the
individuals involved, was unlikely to lead to economic renewal of
communities in isolation from other interventions. Indeed, | suspected
“that it was far more likely to have the opposite effect, through

increased out-migration of trained people in search of work.

| wondered whether value-for-money was to be a consideration in the
expenditure of public funding on training supported by NCARP and
TAGS. Atthe time, | saw little evidence of provision to assess the

outcomes of training and evaluate their impact upon the state of the

economy in the areas affected.

Questioning the assumption about training and economic renewal, and
wanting to explore alternatives to it, became the basis for my decision
in 1994 to engage in this doctoral research degree program. As | had
already completed a Master of Adult Education degree concentrated
upon program evaluation, | thought that a focus upon evaluation and
accountability would be a logical and practical extension of the

research which might allow me to contribute to economic development



and education policy making in the province. Figure 1 is a graphic

representation of my embryonic research notion.

As it turned out, | was soon

to find myself standing

firmly on the “education-

5

and-economic-

development intersection”

Human Capital

in both my studies and my

')

working life. Because of

Evaluation

my involvement with this
doctoral research, | was
$ seconded from the

community college system

Economy

Figure 1. Research Notion (0 the former Economic

Recovery Commission of Newfoundland and Labrador to manage the

development of a strategy” for connecting postsecondary education to

regional economic development.

Then, when the Commission was dismantled and absorbed into the
new provincial government Department of Development and Rural
Renewal, | was given the position of Manager of Strategic Planning
and Evaluation in the Policy and Strategic Planning Division, with an
explicit assignment of responsibility for developing an accountability
framework for the Department’'s economic development interventions.

It was an ideal opportunity to combine research with potential for

application.

| hope that this work will live on by contributing to the further
development of policy and accountability measures and processes in

Newfoundland and Labrador, in particular as related to the Strategic

¢ Economic Recovery Commission. (1995). Education and Economic Zones:
Partnerships in Self Reliance. St. John's, NF: Author.




Social Plan, the Labour Market Development Agreement, the Fisheries
Restructuring and Adjustment Measures, and the forthcoming revised
Strategic Economic Plan. | hope that it will also be of value in other
parts of the world where economic renewal and the survival of

communities are reflected in the economic aspirations of the people

involved.

10



CHAPTER 1
INTRODUCTION

The title of this thesis, Evaluating Impact of Human Capital
Development on Economic Renewal: An Accountability Framework
based upon Newfoundland as a Case Study, introduces the three
themes which came to guide my research: economic renewal, human
capital development, and accountability or evaluation. These three
themes weave throughout my entire thesis. | will outline in this chapter
what | mean by the terms. In Chapter 2, | will explore in more detail

what the literature says about them.

Economic development refers to the enhancement of the capacity of a
country or region to function over the long term for the well-being of its
citizens, and | use the term economic renewal simply to mean a return
to that enhanced capacity following an economic decline of some sort.
In this case study, economic catastrophe in the form of the decline of
the Northern cod fishery has decreased the capacity of the province of
Newfoundland and Labrador to provide employment opportunities and
create wealth. This is reflected in a high unemployment rate and long-
term dependency upon federal government funding through such
programs as Employment Insurance (El), NCARP and TAGS.
Economic renewal would be indicated by improvements in Gross

Domestic Product (GDP) and rate of employment, and decreased

levels of dependency upon income support programs.

Although some definitions of human capital development include
improvements in health and nutrition, my use of the term relates to the
acquisition of skills and ability through investment in schooling and on-

the-job training. Human capital development is reflected in increases

in educational attainment, employment and productivity. Sweetland

i1



(1996) noted that “human capital theory suggests that individuals and
soclety derive economic benefits from investments in people” (p. 341).
Certainly, in the case of the NCARP and TAGS programs, there has
been considerable investment in human capital development with the
intent of evoking economic renewal though labour force adjustment.
As noted by Robinson (1997), over 4200 TAGS clients took part in
academic upgrading and skills training and “by mid-1996, two years
Into the TAGS program, $66 million had been spent on retraining
programs and $40 million on combined wage subsidy/training
programs In Newfoundland and Labrador” (p. 3). According to the
Department of Education (1998), in total TAGS resulted in over 15,000

people participating in some form of educational course or program.

The term accountability can be used to indicate an obligation to explain
how a responsibility for an assigned mandate has been discharged
(Panel on Accountablility and Governance in the Voluntary Sector,
1998, p. 8). In this research, | focused on accountability for the

expenditure of public funds by federal and provincial government

agencies on some specific human capital development interventions.
Various inter-related activities are associated with demonstrating
accountability, such as auditing, monitoring, assessment, impact
analysis and evaluation. In this research project | was concerned with
developing a framework or guidelines for that type of evaluation or
assessment activity, in order that governments be able to determine
the extent to which training interventions had achieved the desired

outcome in terms of labour force adjustment and economic renewal.

In setting myself the task of “evaluating the impact of human capital
development on economic renewal” | recognized that a connection is
assumed to exist between the sets of activity associated with
developing human capital and renewing the economy such that the

former can have an influence upon the latter. In fact, the assumption



that human capital development through education and training will

improve the economic capabilities of people appears to be widespread,
and the basis throughout the industrialized world for various support
programs to assist the unemployed to “adjust to the labour market” and
return to work. The NCARP and TAGS programs were no exception.
As noted by Robinson (1997), “training was by far the largest
adjustment option within TAGS” (p. 3). In designing this study |
recognized that assumption, but did not necessarily accept it as an

adequate representation of the situation in Newfoundland.

Based on this assumption, there is widespread expectation that
recipients of training/retraining interventions will be both more
employable and, ultimately, employed, or adjusted to the labour force.
Associated with this expectation is another, that economic renewal will
be facilitated by employment of those displaced, and that the region
will prosper. Substantial investment of public funding is made in

anticipation of fulfilling those expectations.

_ater in this chapter, | describe the economic and human capital
development context for interventions presently under way in
Newfoundland and Labrador, and outline the case for research. Given
that | am attempting to shed light upon the complex social phenomena
associated with economic renewal in Newfoundland, my thesis is
actually cross-disciplinary, drawing upon research findings and writings
from various fields and sub-fields including not only education and
training in their various forms (such as vocational, adult and continuing,
adult basic education, and literacy), but also economics (development
economics, community economic development, labour economics,
human capital theory, economics of education), rural development,
economic geography, sociology, cultural anthropology, and public
policy. This has not been an easy task. In many ways, working with

this eclectic mix of theories has been like learning to speak several

13



new languages simultaneously, then melding them into an entirely new

tongue in which to describe my understanding of the problems which

beset my province.

In Chapter 2, | lay the groundwork for this research by reviewing the
literature associated with the three key terms and concepts, discussing
trends in economic development and human capital development
Interventions, and examining the emergent and ubiquitous concern
with accountability for results. Chapter 3 provides the rationale for and
detalls of the qualitative research methodology | chose to employ for
this research project. | describe the use of a triangulated approach,
employing documentation, key informant interviews and focus groups
as instruments for data collection to investigate the answer to: What is
the impact of human capital development, in the form of education and

training interventions, on economic renewal in a region of depressed

economy?

To accomplish that, | examined the answers to several sub-questions,

including:

. In a selected region of depressed economy, what are the
education attainment levels and employment rates of the
population?

o How do trends in these attributes compare over time with

economic growth (or decline) of the region?
. What has been the outcome of education and training programs

in terms of impact upon individuals and economic renewal of

communities as indicated by labour market attachment or self-

employment (entrepreneurship)?

. What do individuals perceive to be the outcomes of training

interventions?

14



As advocated by Yin (1994), | used a case study approach to develop
an understanding of the complex social phenomena associated with
economic renewal in Newfoundland. | felt it important to provide for
what he described as “an investigation to retain the holistic and
meaningful characteristics of real-life events” (p. 3). in examining the
impact of human capital development on economic renewal of
communities effected by the cod moratorium, | considered more than
the standard statistical economic indicators. In reality, human
capital development happens to individual people in the context

of their lives in their home communities. In conducting this stuady, |

was concerned to build a “complex, holistic picture, formed with words,

reporting detailed views of informants, and conducted in a natural

setting” (Creswell, 1994, p. 1).

In Chapter 4, | provide the findings of this research in terms of the
results of the interviews and focus groups which | conducted and the
documents | reviewed. | then analyse these results in Chapter 5, and
build them into conclusions regarding the policy implications of this

work, the directions of further research, and the proposal of an

accountability model in Chapter 6.



Background to the Problem?

When we speak of “economic development” of Newfoundland
and Labrador, we must focus first on the land and jts people--
without them the economic exercise would never happen.

A craggy island and a mainland outcrop of bedrock on the edge
of the North Atlantic Ocean, centre of no map, save for the one

displayed on Signal Hill--these are strange settings in which to
argue for economic development.

A people whose ancestors, too stubborn to return to Europe at
the end of the fishing season, clung in isolated pockets to a

rugged shoreline--these are not obvious forerunners in the
"global economy.”

A people and a place in the midst of a global crisis of historic
proportions--it would be easy to dismiss our “economic
development” as an unlikely dream.

But that would too easily dismiss the tenacity of a population of
strong and unusual survivors who remain devoted to a rich
heritage of clear air, clean water, unsurpassed wilderness, and
"beating the odds”! Newfoundland and Labrador communities
have not, and will not, quit easily.

However, development of their economy may not proceed in a
pattern established by anyone else’s rules. In many ways, the
catastrophe of losing the northern cod may have been the shock
that will set the wave of development in motion.... (Minty, 1995).

Earlier in this chapter | noted two widely held expectations: (1) that
recipients of training/retraining interventions will be both more
employable and ultimately employed, or adjusted to the labour force,
and (2) that economic renewal will be facilitated by employment of

those displaced, the region prospering as a consequence. | noted,

too, the substantial investment of public funding through NCARP and

> | wrote much of the material in this section and published it under my
previous name, M. Minty, in “From Economic Dependency to Regional Self-
Reliance,” in Walters, S. (Ed.) Globalization, Adult Education and Training: Impacts
and Issues, (1997), London: Zed Books, and as M. Brown (1999, in press) in
“Integrating Adult and Continuing Education into Regional Economic Development
Intervention: The Case of Newfoundland and Labrador” in Mayo, P. (Ed.) Adult
Continuing Education in Small States and Islands, London: Pinter/Cassell.




TAGS in the province, based on fulfilling those expectations as related
to the catastrophic decline of the cod fishery in Newfoundland and
Labrador. In this Chapter, | outline the background to the interventions
presently under way in Newfoundiand and Labrador in terms of their

economic and human capital context, and | sketch out the case for my

research.

Economic Context: From Small Nation to Canadian Province, the
Road to Dependency and Beyond

Canada, a vast country which spans the breadth of North America from
Atlantic to Pacific oceans, came officially into being in 1867. However,
the former nation state of Newfoundland, Britain’s “oldest colony”
perched on Canada’s eastern door step, did not actually become part
of Canada until 1949, a mere fifty years ago. Thus, both

geographically and historically, Newfoundiand’s position in Canada is

peripheral.

Although the province's official name is "Newfoundland,” it comprises
both the island so named and a vast piece of the Canadian mainland

called Labrador (see Map 1 in Appendix 1). |n area, the island of

Newfoundland covers 44,378 square miles, and Labrador 113,640

square miles. While the land area is substantial, the population is

sparse. About 540,000 people live on the island of Newfoundland, and
only 30,000 in Labrador.

Newfoundland and Labrador are rugged, rocky and covered with thick

coniferous forests interspersed with lakes, bogs and alpine barrens. in

the sixteenth century original settlers came in search of the bountitul
cod stocks discovered off Newfoundland’'s shores by John Cabot In

1497. and they stayed, building temporary dwellings to overwinter

without permission. Over time, hundreds of small “outports™ grew up




along the dramatically rugged coastline in convenient proximity to the
rich fishing grounds.

—conomic development followed the typical path of many resource-rich
parts of the world. Abundant fish, forest and mineral resources were
extracted and transported elsewhere for secondary, value-added
processing, and profits went largely to absentee landlords. The years
between 1855 and 1895 saw the establishment of responsible
government and its attempts to modernize the fishery and develop new
sectors of the economy via inland agricultural settlement and industrial
development supported by appropriate infrastructure. Such strategies
had worked in the development of Canada, Argentina and Australia,
but this preoccupation with new resource and manufacturing
possibilities at the expense of the fishery was largely unsuccessful.
While Newfoundland focused its efforts on diversifying away from the
fishery, other nations such as Iceland became more expert at
prosecuting it. As the twentieth century progressed, steamers and
refrigeration vessels left our schooner-loads of salt cod in their wake.
Our comparative advantage in the fishery disappeared. "With the
benefit of hindsight, we can see that what was tried focused more upon

Newfoundland's weaknesses than its strengths" (Royal Commission on

Employment and Unemployment, 19864, p. 42).

While the province's business and government leaders stressed
landward industrial development, its entrepreneurs lacked the capital
and technological knowledge required to make it happen. While rich in
natural resource endowments, Newfoundland was poor in the human
capital required to maximize that advantage. As Alexander (1983)
noted, “there was no country responsible for its affairs and the
progress of its people which drew upon such a meagre supply of

educated people for its entrepreneurial, managerial, and administrative

requirements” (p. 115).
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We can only speculate that a more educated population might have
changed the course of events in Newfoundland by fostering the
development of a more diversified economy. The experiences of other
countries indicate that economic development might have followed a

different route. For example, in comparing Newfoundland’s history

with Sweden’s, Alexander (1983) hypothesized that:

The supply of human capital is much less elastic than the supply
of physical capital in responding to rapidly changing material
circumstances, and hence Sweden with its generous stock of
overeducated labour’ was ideally situated to seize opportunities
that opened up and to transform the country into one of
Europe’s wealthiest by the end of the century. It was exactly
this kind of ‘internalizing’ of opportunities which failed to occur in
Newfoundland when resource expansion began to occur in the

late nineteenth century--perhaps because the country was not
an ‘Impoverished sophisticate’ like Sweden, but simply
Impoverished (p. 135).

The companies which exploited our forest resources and our minerals
were foreign-owned and export-oriented. So by the first quarter of this
century, despite our rich resources, the country (Newfoundland) came
perilously close to bankruptcy and turned to Britain to replace its
responsible government by a Commission. This tactic pulled it back far
enough from the brink that with an extra economic boost from the
construction of American military bases during World War Il it entered

confederation with Canada with accounts balanced in 1949.

Prior to the 1940s and Confederation with Canada, opportunities to
work in paid employment had been extremely limited. The labour
market in Newfoundland and Labrador, as we know it today, was

virtually non-existent.

The heightened level of economic activity throughout the 1940s
marked the beginning of a period of rapid change in the
subsistence economy and caused a subsequent reorientation of
the population's lifestyle around wage earning employment.
This period also marked the beginning of a dependence upon
formal labour market participation that generated substantial
cash in a traditionally near cashless society (ERC, 1992, p. 6).
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The arrival of American forces during World War || greatly altered the
dynamics of the economy, bringing thousands of rural
Newfoundlanders and Labradorians into construction and service jobs.
Post-Confederation development continued to neglect the outport
economy as it followed the mainland model with its urban-industrial
thrust, Canadian and multi-national investment, and federal transfer

payments.

Confederation also had a major impact on the nature and

process of change. It was in this period, beginning in the 1950s,
that the province entered the early stages of an intensive
development process which lasted into the 1970s and was
characterized by a concerted effort to increase both the goods
and services available to the public. This intensive development
process, which took place over a relatively short period of time,
resulted in the evolution of the Newfoundland and Labrador
economy as we know it today. The beginning of the reliance
upon income security had its start at this time with the
establishment of Canada's social programs (ERC, 1992, p. 7).

In fact, confederation with Canada brought levels of social benefits
which Newfoundland and Labrador had never enjoyed before. The
federal government of Canada, by virtue of its constitution, was (and
is) committed to equalization and the reduction of regional disparity in
terms of social supports. (In Canada, provinces which do not have
large enough taxation bases to generate sufficient income to maintain
social, health and education services on a par with the Canadian
average receive equalization payments from the federal government to
enable them to do so). As well, Canada brought to workers In
Newfoundland and Labrador the safety net of unemployment insurance
(now officially termed Employment Insurance). Given our climate,
much employment is seasonal in nature, so that safety net was
welcome indeed. When it was extended to include fishermen's
unemployment insurance, the majority of the population was spared

the hardships which earlier generations had endured.




Working in paid employment for part of the year to receive federal
transfer payments during the remainder became a standard. and
accepted, employment pattern. Although many people became
unemployed for part of the year, as illustrated by our persistently high
unemployment rates (see Chart 4 in Chapter 4), seasonal workers
incorporated government support into their perception of themselves
as self-reliant people. While economists coined the term transfer
dependency, and the statistical picture of our per capita income
appeared dismal, in reality many people were (and are) far better off
than their mainland counterparts because their seasonal employment
left leeway for growing vegetables, hunting, cutting wood and building
their own, mortgage-free homes. Outport life in rural Newfoundland

and Labrador has a quality and comfort with which many residents are

reluctant to part.

The outport economy simply assimilated seasonal employment in
resource harvest and construction, and federal transfer payments, into
its pattern of occupational pluralism. Although some residents staved
off the threat of long-term unemployment by out-migration, many more
settled into a pattern of gaining income through a combination of the
fishery and government-sponsored make-work projects. The
declaration of Canada's 200-mile limit fuelled optimism and expansion
of the fishery, and both levels of government contributed toward
increasing harvesting and processing capacity. However, as the
numbers of people employed doubled, provincial, national and
international overcapacity took its toll. There were no more cod fish.
The situation we now see in rural Newfoundland and Labrador--
massive unemployment and ultimate dependency upon government
income security transfer payments--had its origins in the decline of the
cod fishery, the end of the seal hunt, the end of the construction boom,

forest harvest mechanization, and failed industrialization.




Manufacturing sector attempts (which later fizzled), large-scale
resource development (for example, mining, hydroelectricity
generation, and linerboard) and concomitant federally-financed
infrastructure development gave the appearance of affluence in the
1950s and 1960s as government support to economic development
activity shifted from rural and agricultural development to private sector
stimulation. Government assumed that the small-boat inshore fishery
would die away, focused upon developing growth poles, and expected
the rural population to resettle into larger regional growth centres to
concentrate upon manufacturing and a more industrialized offshore

fishery--a reasonable expectation of a classical free-market economy.

But rural residents did not cooperate with Government hopes by
deserting their roots when the construction boom fizzled in the 1970s.
Instead, a widespread rural development movement appeared.
Between 1967 and 1994 fifty-eight Regional Development Associations
(RDAs) formed, bent upon keeping rural Newfoundland and Labrador
alive. Government soon recognized their potential to assist in
stimulating the rural economy and supplied core-funding to enable the
RDAS to‘improve fisheries infrastructure, develop other industry
opportunities, and provide community services. Unfortunately, during

the 1970s and 1980s,

RDAs became the mechanism of choice for government to
funnel short-term job creation and emergency response funds
into communities. This increased the RDASs' reliance on short-
term “make-work” programs to enable people to qualify for
unemployment insurance. This government-sponsored
approach to job creation distorted the income security system

and undermined attitudes towards work, entrepreneurship and
education in rural areas. It also undermined the activities of

RDAs. Pressured by rural residents in need of income-support,
many RDAs were deflected from long-term goals. (Task Force
on Community Economic Development, 1995, p. 29).

In fact. since Confederation the province has been assimilated into the

Canadian welfare state, with Ottawa (the national capital) situated




control has been very much top-down. As Welton (1997) noted,

ordinary people and communities in Canada were transformed Into

clients who needed their needs, experiences and life problems
Interpreted for them.

Starting with the campaign that led up to Confederation in 1949,
and through the promises of a series of industrial projects from
rubber factories through mega-hydroelectricity projects to
offshore oil-related development, Newfoundlanders have
continuously had their expectations raised during the last 36
years. Prospects of economic wealth for the province as a
whole have been complemented by regional and community-
level promises of all the amenities of twentieth century living:
electricity, water and sewer systems, paved roads, hospitals,
new schools and houses. People have come to expect
continuous material progress, and their political leaders have
felt obliged to reinforce those expectations in order to stay in
office. The reality, however, is that Newfoundland’s post-
Confederation affluence has been bought at the high price of
dependency upon international resource markets and the fiscal

largesse of the federal government (Royal Commission on

Employment and Unemployment, 1986a, p. 22).
Never has that dependence upon “fiscal largesse” of the federal
government been more evident. Over the years it has manifested in
the form of various income support and economic development funding
agencies, programs and federal/provincial agreements, as well as the
equalization system mentioned earlier. With the scaling back of the
groundfish harvest between 1991 and 1994, the federal government
mounted a series of initiatives to help industry participants adjust to the
resulting loss of employment and incomes, including the two programs,

NCARP and TAGS, which are the main focus of this thesis.

The implementation of the northern cod moratorium in July 1992
marked the beginning of a period of dramatic change in the
Province’s fishing industry. The combination of events leading
to the closure of the fisheries, and the repercussions that
followed, are unprecedented in the fishing and economic history
of the Province....The large decline in fishing activity has
created a situation where groundfish landings dropped to about
6 percent of normal levels and employment in the fishing



Industry declined precipitously. The earnings crisis which
loomed because of the fisheries closures became the backdrop

for the implementation of income replacement measures
(Department of Finance, 1997, p. 5).

NCARP, introduced in 1992, was designed to provide short-term

financial compensation to individuals whose livelihoods depended

directly on harvesting and processing northern cod. and who had limited
opportunities for other employment. In addition to its income support
component, the program contained five options, three of which were
directly or indirectly related to education: training outside the fishery;
professionalization within the fishery; and other approved

fisheries-related activities including employment as program

counsellors, or providing professionalization training to other fishermen

or plant workers.

As noted in HRDC (1998), by 1994 the groundfishery was “virtually shut
down, resulting in what has been described as the largest industrial
layoff in Canadian history” (p. 1). TAGS was introduced in May 1994 as
a comprehensive, long-term response, intended to help Canadian
fishers and fish plant workers with a substantial historical attachment to
the Atlantic groundfishery develop new skills and careers outside the
fishing industry. In addition to income support, TAGS initially included
various labour market adjustment options: Adjustment Training,
Literacy, Mobility Assistance, Employment Bonus, Wage Subsidy,
Self-Employment Assistance, a Community Opportunities Pool, Green
Projects, Special Initiatives for Youth, Fish Plant Older Worker
Adjustment Program, and Other Employment Programs ana Services.
The Adjustment Training Options included: Career Orientation (life
skills, occupational and career decision making), Preparatory Training
(literacy and adult basic education), Vocational Training,

Entrepreneurial Training, and University Programs.



These programs covered the roughly thirty thousand workers rendered
unemployed by the cod moratorium in Newfoundland and Labrador.
As well, as provided for under the federal Employment Insurance Act
(1996), the Province and the federal government negotiated a general

Canada-Newfoundland and Labrador Agreement on Labour Market

Development (LMDA) on employment supports to eligible unemployed
people. This agreement covers the delivery of a range of active
Employment Benefits and Support Measures (EBSM) aimed at getting
people back to work as quickly and efficiently as possible. These
include: Targeted Wage Subsidies (assistance provided to employers
to encourage them to hire unemployed workers); Targeted Earnings
Supplements (assistance provided to unemployed workers to help
bridge an earnings gap between old and new jobs, and ensure that
work pays more than income support); Self-Employment Assistance
(assistance provided to unemployed workers to encourage them to
start their own business); Job Creation Partnerships (assistance
provided to employers to create employment opportunities for
unemployed workers, and allow them to gain work experience which
will improve their long-term employment prospects); and Skills Loans
and Grants (assistance provided to unemployed workers to help them

obtain skills for employment, ranging from basic to advanced skills).

In addition to these federal income supports to individuals, there are
various other agreements which support the development and
implementation of economic development strategies in the province,
such as the Canada-Newfoundland Cooperation Agreement on
Strategic Regional Diversification (SRDA), the Economic Renewal
Agreement (ERA) and Comprehensive Economic Development
Agreement (CEDA). The SRDA was a landmark agreement in that it
funded a new approach to regional economic development in the
orovince, the establishment of “economic zones,” a notion first

troduced in the 1992 provincial Strategic Economic Plan, Change



and Challenge, and a tentative first step in moving from dependency to
a more self-reliant economy. This economic zone process represents
a considerable paradigm shift in economic development policy in the
province. It is an attempt to meld the "top-down” support of
government with the "bottom-up” approach characteristic of community
economic development, a model which is described more in Chapter 2.
The formation of the economic zones with their community-based,
democratically-selected, volunteer “Regional Economic Development
Boards” (REDBs) was a significant event, as will become evident in
Chapters 4 and 5. (Appendix 1, Map 2 shows the distribution of the

twenty economic zones in the province.)

The REDBSs brought together existing groups and agencies in each
zone to fulfill the following functions: leadership in developing and
coordinating implementation of zonal strategic economic plans,
coordination of business development support, support to
organizations and communities within the zone, coordination of all
social and economic initiatives relating to regional economic
development in the zone, and promotion of public participation and
community education. The intent was that, given these functions, the
REDBs would be logical focal points for governments to use in linking

supports to business development, infrastructure provision, job

creation, training, and work experience to maximize their contribution

to strategic development of the region.

The implementation of the LMDA exemplifies an attempt to translate
this intent into practice. Earlier agreements on employment supports
had fallen under the rubric of labour force development. This latest
agreement, however, IS intentionally called the Labour Market
Development Agreement. It is meant to coordinate employment
supports to individuals with regional economic development activity.

The administrative structure established under the LMDA includes



Regional Sub-committees responsible for developing business plans to
guide the investment of EBSM funding. The business plans developed
thus far have taken into consideration priorities identified in the

economic zone strategic plans.

Another significant step in this journey toward a more self-reliant
province was the recent declaration of a provincial social development
strateqgy, People, Partners and Prosperity’, which stated that

Government recognizes that work and economic security are
key to ensuring the long-term well-being of people, communities
and the province. Government is therefore committed, through
this Strategic Social Plan, to ensuring that social and economic
policy development, planning and investments go hand-in-hand
(Government of Newfoundland, 1998, p. 7).

It is too early to tell if that journey will be completed successfully.
However, two observations germane to this research are: (1)
undoubtedly, there will be considerable ongoing investment In
development of people with the expectation of evoking prosperity In
Newfoundland and Labrador and, consequently, (2) there will be a

need to monitor the impact of that investment.

Human Capital Context: Contribution of Education and Training to
the Development of the Province

Clearly from the provisions of the Strategic Social Plan, human capital

development is, as it was in the past, a significant issue to be

considered in economic renewal strategies. Over a decade ago, the

task of analysing and building upon the connections between

education and the economy of Newfoundland and Labrador was

41 was a member of the working group which developed this plan.



Newfoundland and Labrador in 1985. The Commission pointed out
that

Education for economic development means not only providing

people with the skills to fit job slots available in the provincial or
national labour markets but, equally importantly, it means

educating people to help them improve their own work, create
their own employment, and ultimately contribute to the
advancement of their own lives in their own communities. In the
late twentieth century, education is the key to becoming
employable in Newfoundland, and to being mobile throughout
Canada and the rest of the world (Royal Commission on
Employment and Unemployment, 1986a, p. 209).
However, as noted earlier, the traditional work of the majority of rural
Newfoundlanders was in the fishing sector, where high educational
attainment was not required to gain employment or make a substantial
iIncome. Education was not viewed as a tool for survival and, had the
decline of the northern cod fishery not intervened, would likely still not
be viewed as such within the fishing industry. Early analysis of the
levels of schooling of those harvesters and processors at time of
application for income support under TAGS illustrate this situation very
clearly: 41.2% had less than Grade 9, 29% had done some secondary
school, 19.2% were high school graduates, and 9.5% had a

postsecondary diploma or certificate (Department of Finance, 1997, p.

7).

In fact, when the moratorium was declared in 1992, undereducation of
a large proportion of the province's population was just one part of the
composite barrier which challenged economic renewal. According to

Statistics Canada (1991 Census), at that time the province had:

. the highest illiteracy rate in Canada

. nearly the greatest proportion of undereducated unemployed
people

o the highest unemployment rate in the country

: the lowest personal disposable income



the greatest dependency on federal transfer payments as a

source of provincial revenue and personal income

The insistence of the federal government upon training as an active
Income support option under NCARP and TAGS brought pressure
upon both the large group of displaced fisheries workers and the
education system to make changes in this long-standing situation--not
an easy challenge for either group to take up. As noted by the Royal
Commission on Employment and Unemployment (1986b), when
Newfoundland joined Canada in 1949 its education and training
system was just beginning to take on the characteristics needed for a
modern society. Most people did not finish secondary school. The few
that did could avail of Memorial College (which offered the first two

years of a university degree program) or a rudimentary vocational

Institute. There was no real postsecondary system of education.

Since then, there has been an incredibly rapid evolution of the
province's postsecondary system of education which now comprises:
Memorial University, a full degree-granting university with graduate as
well as undergraduate programs; a multi-campused public college of
applied arts, technology and continuing education; and numerous
private training institutions. In addition, there are various community-
based literacy programs. This system has the capacity to provide
training for new economic growth areas, and has been doing so, like
others across Canada, on a somewhat ad hoc basis in response to
national reports such as those of the Canadian Labour Force
Development Board (1994), the Economic Council of Canada (1992),
and the Science Council of Canada (1991). These reports stressed
that, through education and training, people must become more
employable by becoming more flexible, technically adept and able to

meet changing national and global labour market demands.



In fact, according to the Department of Education (1998), based on
Census Canada statistics, the levels of schooling have been increasing
dramatically in the province. Historically, educational attainment in
Newfoundland fell well below Canadian standards. Two decades ago

more than 70% of its population had not completed high school. “In

1976, approximately 40% of the adult population in this province had
not attained even a Grade 9 education. By 1986 this percentage had
decreased to 26.6% and in 1996 stood at 18.7%. This represents a
real decrease of more than 100% over the twenty year period” (p. 31).
In this period, the proportion of high school graduates in the adult
population (15+) increased from 29.4% in 1976 to 58.1% in 1996, a
98% increase. In the 20-34 year-old cohort, attainment was even more
pronounced: "whereas in 1976 over half the population of 20-34 year-
olds (54%) had not completed high school, by 1996 this percentage
had decreased to 20.5%" (p. 32).

While educational levels among Canadians, as a whole, did
Increase substantially, the gain was highest in Newfoundland.
For example, between 1976 and 1996, levels of college and
university attainment in this province increased at a greater rate
than the national average. Over the 20 year period, the
proportion of this province’'s population with a college certificate
or diploma or a university degree or diploma increased by 143%
compared to the Canadian average increase of 119% (p. 32).

In terms of economic renewal of the province, however, an unfortunate
situation is arising. The present lack of diversification in the economy
means that there are few employment opportunities for the graduates
of these postsecondary education programs, and there is a high rate of
out-migration among the province’s best-educated people. Census
Canada data from 1981 and 1991 (see also Chart 13 in Chapter 4)
show that “the pool of out-migrants is largely composed of young
educated individuals, almost half of whom have completed

postsecondary programs” (Department of Education, 1998, p. 8).
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These statistics illustrate an issue which must be handled if education
and training are to be used to lever economic renewal of rural

Newfoundland and Labrador. Human capital development strategies

presently in vogue nationally and internationally focus on the “supply-
side” of the labour market, that is they work on fixing the labour supply
by increasing skill levels and credentials. They are premised upon the
assumption that there are jobs to be had if people have the right skills.
However, in Newfoundland and Labrador, the problem is that the
demand for labour has not kept pace with the supply. Diversification
has just begun, and there is a need to engage in strategic business
and sectoral development to create long-term employment
opportunities, particularly in rural areas. The demand for labour must
also be stimulated. The challenge in implementing the new Strategic
Social Plan and the economic zone approach will be to ensure that
people have both the skills they need and the opportunity to employ
those skills in the province. As noted by the Royal Commission on
Employment and Unemployment (1986b),

Education is not a panacea for Newfoundland’s unemployment
lls. Nevertheless, it is an essential ingredient in the...recipe for
economic success and employment generation....[We must]
ensure that by the next generation, Newfoundlanders will be a
iterate, well-educated people....Education will be geared to /ocal
[emphasis added], as well as national and international, needs

and values (pp. 157-158).

Accountability Context: A Case for Research

As Chapter 2 documents, the notion of accountability is now widely
ascendant. The programs and agreements described above have
provision for accountability measures built into their terms of reference,
and monitoring and evaluation activity is happening to greater and
lesser degrees. Of particular interest to the research problem
investigated and described in this thesis was any monitoring and
evaluation activity associated with NCARP and TAGS. As Robinson

(1997) lamented, “in spite of the hundreds of millions of dollars
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invested, the federal and provincial governments had not undertaken
any detailed assessments of the effectiveness of TAGS training” (p.
12). HRDC (1998) explained that, in 1996, when the decision was
made to end the TAGS program in 1998 rather than 1999 because of
cost over-runs, evaluation activity was also cut back. “As a result. in-
depth analyses of the impacts of TAGS income support, training,
employment and mobility programs that had been planned for 1996-97
were cancelled. Therefore not all of the evaluation issues have been
addressed to the extent that was originally intended” (p. ii). The Auditor
General of Canada (1997) also reported that

The Department [HRDC] had to evaluate a five-year program
that was recognized as having by necessity been developed too
quickly. Two types of evaluation had been planned. The first,
to be conducted during the program's development and
Implementation, was to recommend improvements to the
program. The Department requested and obtained the
appropriate evaluation studies and a first evaluation was
completed. The studies for this evaluation dealt with issues that
were appropriate and useful for management purposes. The
second type of evaluation was to have been conducted once
the program had stabilized, and was intended to evaluate the
results and effects of the program. However, because of the
way TAGS was developed, evaluation efforts were abandoned
in March 1997. The second type of evaluation will not be done
and many questions will remain unanswered (Section 16.79).

The answers to those questions are important, however, and not

necessarily lost forever. TAGS is only now winding down, and the

people involved have strong perceptions regarding its impact.

'As well, assumptions regarding the impact of human capital
development upon economic renewal are still of great significance to
ongoing policy making and program delivery In Newfoundland anad

L abrador. The Strategic Social Plan (1998) stated that “investing In

aeducation and training...strengthens people’s ability to take part in
economic development opportunities” and noted that “employment Is

the most basic link between social and economic development” (p. 11).

.
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The Royal Commission on Employment and Unemployment (1986a)
had pointed out some years ago that

Newfoundland finds itself in a position where demand for labour
In its established goods-producing industries will not likely
expand and, indeed, may even shrink further...where supply,
especially in occupations which employ a great deal of unskilled
labour, seriously exceeds demand: and where the adjustment
processes of out-migration and lower wages are seriously
constrained to the point where full adjustment is not possible....If
the standard economic analysis is correct. it cannot achieve
equilibrium in its labour market and is doomed to continue to
exist in a state of moving from economic crisis to economic
crisis with no humane solution in sight. But is this analysis
correct?...We need to divest ourselves of any inappropriate
assumptions built into theories that were originally designed to

describe large-scale industrial economies like that of Britain in
the 1920s (p.104).

The Strategic Social Plan (1998) promised that

Policy development in Government will integrate current
research, public input, analysis of issues, identification of gaps
In services, assessment of impacts and outcomes, and social
auditing approaches to evaluation. This approach will more
closely integrate program design and delivery with broad-based
policy objectives and will ensure greater consistency between
policy and delivery (p. 30).

With these statements as guiding beacons, | plotted the course of this
research project. But, as Coombs and Ahmed (1974) noted for their
research, “the problem was not simply to devise a dictionary definition;
it was the profoundly more difficult task of trying to discover the real
nature of nonformal education and of rural development, and to
understand the relationship between the two. It was a problem of
discovering ways to think more clearly, rationally and realistically about

these matters--which is obviously the first essential in good planning

and decision making” (p. 232).

The following chapters document my attempts at discovering the “real
nature” of human capital development and economic renewal and

understanding the relationship between the two as a contribution to
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informed planning and decision making in Newfoundland and

Labrador.




CHAPTER 2
LITERATURE REVIEW

Whenever and wherever capitalism has made its great forward
leaps in human productivity, it has done so on the basis of
primitive accumulations of riches, of devastating exploitation of
human labour, of revolutionary technological changes and
alterations in the accepted patterns of work, or through the
appropriation of vast accumulations of raw natural wealth.
Rarely if ever has the education of the large majority of the
workforce been seen as the central lever of economic growth.
Now, however, as twentieth century capitalism draws to a close,
a new consensus Is emerging among politicians of many
persuasions, among scholarly writers and among popular
feeling, a consensus that the salience of a nation’s education
and training system is becoming the key item in the struggle for
competitive superiority (Ashton & Green, 1996, p. 1).
When | read Ashton and Green’s comment (above), | was reminded of
the assumption | described in Chapter 1 regarding the role of
education and training in economic development. They spoke of a
changing consensus, emergent as “20th century capitalism” draws to a
close. Recognizing that economic theory had come to exert a strong
influence on expectations regarding education and training provision, |
wondered when and why that shift had occurred. Reviewing the
literature related to my research notion became an exercise in teasing
out and reassembling various theories and research findings to expand
upon the key concepts | introduced in Chapter 1: economic renewal,
human capital development and accountability. As | noted also In
Chapter 1, this search led me through various fields and sub-fields of
academic disciplines. Initially, | felt as though | were blundering from
one labyrinth into another, frequently giving up and retracing my steps,
and never sure if | would emerge anywhere near where | thought |
should be. Eventually, however, many of the side passages joined up,

themes emerged, and | began to see some useful patterns in the

maZe.



Not being an economist, | had to begin my review of background
literature by examining some definitions, theories and global trends in
economic development. This led me to an exploration of concepts
related to regional economic development issues, and finally to the
notion of community economic development. Because | intended to
focus my research on the impact of government intervention on
economic renewal through human capital development, | moved on to
that concept, and | was especially interested in theories and models in

which government intervention figured. Lastly, | turned my attention to

accountability models and trends.

Economic Renewal Themes

According to the Penguin Dictionary of Economics, economics is the
study of production, distribution and consumption of wealth in human
society. Todaro (1997) described “traditional economics” as
“‘concerned primarily with the efficient, least-cost allocation of scarce
productive resources and with the optimal growth of these resources
over time so as to produce an ever-expanding range of goods and
services” (p. 7). He defined development in economic terms as "the
capacity of a national economy, whose initial economic condition has
been more or less static for a long time, to generate and sustain an
annual increase in its gross national product® (GNP) at rates of
perhaps 5% to 7% or more” (p. 13). Closer to home, Newfoundland's
Task Force on Community Economic Development (1995) stated that
economic development relies upon creating wealth, and Is

characterized by business development, value-added activities, job

creation, and increased productivity.

______——-——_—_—

5 Gross national product is calculated as the total domestic and foreign value
~dded claimed by a country’s residents. Sometimes Gross Domestic Product (GDP)
< used. GDP measures the total value for final use of output produced by an

economy.
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Healey and libery (1990) described the three sectors, or types of

activity, that usually comprise the economy of a country or region:

. The primary sector, which is engaged in the exploitation of the
earth’s resources and includes agriculture, forestry, fishing,

mining, and quarrying. The output from this sector. in the form

of commodities and raw materials, often becomes the iInput for
the next sector.

. The secondary sector, which includes manufacturing,
construction, and utilities and involves transforming the primary

products into usable goods. Value is added in each successive
process.

. I'he tertiary sector, which provides services, often intangible in
form, to other producers (producer services) and the general
public (consumer services). This sector involves a wide range
of functions, from wholesaling and retailing to the provision of

business, personal, and entertainment services (p. 8).

According to Healey and llbery (1990) industrialized nations have gone
through a typical pattern of development in which each of these stages
has in turn been the major employer, a three-sector stages model
“‘which depicts a sequential shift in employment structure, from
agriculture (primary sector) into manufacturing (secondary sector) and
then into services (tertiary sector)” (p. 9). They use the term “post-
industrial society” to describe the growth of the tertiary sector into the
main locus of economic growth and the recent emergence of a “fourth
sector,” an “information sector.” Beck (1992) also described the

mounting significance of information or knowledge as an "economic

engine.”

It is perhaps this sectoral evolution of the economies of industrialized
nations that has influenced the consensus regarding between

education and economic development to which Ashton and Green
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referred. Historically, primary harvest of natural resources. for example
the cod fishery in Newfoundland, did not demand much in the way of
formal education--the skills required were never learned in school.
However, secondary processing and information-based services
require more standardized skill development and knowledge
acquisition, with greatly increased potential for education systems to
be involved in their provision. Newfoundland lingered until recently in a
more pre-industrial state, at least in terms of employment of a
substantial portion of its population in the primary sector, harvesting
the northern cod. lronically, attempts to adjust to the downturns in that
sector by retraining for employment in the secondary and tertiary

sectors have been stymied by their underdevelopment in rural areas--

there are no other jobs.

Economic Development Theory and Employment

The classical economic theory espoused by many early economists
was based upon the assumption that the forces of supply and demand
would reach an equilibrium in a free market without government
intervention, because individuals would be motivated by self-interest
and personal ambition, which would result in competition and ensure
that the community as a whole would benefit. The attitude toward
employment which was wrapped into this theory was that “plenty of
labour already existed, that working-class poverty was caused by
overpopulation, that idleness was a personal more than social
problem, and that hunger would compel everyone to work™ (Garraty,
1978, p. 73). The prevalent belief was that there was sufficient work
for all who wanted it and the need, or demand, for labour would find a
halance with the supply of people looking for work, scarcity of workers
resulting in higher salaries, and oversupply leading to lower wages.

This theory was widely accepted until the Great Depression provided

contrary evidence.
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In the 1930s, this laissez-faire approach of allowing free-market supply
and demand forces to establish an appropriate balance was
challenged by John Maynard Keynes, whose “general economic
theory” advocated government intervention to actively stimulate
demand. According to Garraty (1978), the British government White
Paper on Employment Policy, released in May 1944, represented an

almost total acceptance of Keynes’ general theory. Canada also

followed suit.

The maintenance of a high and stable level of employment, the
White Paper stated, was now one of the government’s “primary
aims and responsibilities”. The paper endorsed low interest
rates, large-scale public works projects, and other techniques
designed “to prevent total expenditures from falling away"....The
White Paper was a document of major significance, the
forerunner of many similar pronouncements. Early in 1945 the
Canadian government announced “unequivocally” that "a high
and stable level of employment” was “a major aim of
Government policy,” and its description of the tactics it would
pursue in achieving this end was thoroughly in line with the

general theory. The budget, for example, was to be employed
as “a balance wheel of the economy,” and the government was
orepared deliberately to increase the national debt in order to

carry out its employment and income policy (p. 230).

Government intervention of this sort remained popular and apparently
effective until the 1970s, when events such as the American Vietnam
war, the price-setting of the oil cartels, and increasing wage rates in
‘ndustrialized nations hiked inflation rates into two-digit figures. Rather
than decreasing, as the Keynesian model predicted, unemployment

escalated at the same time.

Between 1974 and 1983, unemployment rates for the principal
industrialized countries of the world increased dramatically:

many countries experienced a doubling or tripling of their
unemployment rates over that period, while some (the
Netherlands, Denmark, the United Kingdom) saw their rates
more than quadruple (Royal Commission on Employment and

Unemployment, 1986a, p. 58).

The course of events in the 1970s provoked powerful reaction against

Keynesianism, in fact a noticeable swing back towards pre-Keynesian

39



Or neo-classical ideas, which guided the right-wing policies of the
Thatcher, Regan and Mulrooney governments (of Britain, the United
States and Canada respectively). These governments became
disenchanted with government intervention at the price of high debt

loads and renewed their faith in the role of private enterprise in the free
market.

In Canada, efforts to deal with both high unemployment and heavy
national debt loads has resulted in the present “see-saw” tensions in
government employment policy and program development. On the
one hand, the federal government is attempting to wrestle with
budgetary deficits by tightening regulations, as in the Employment
Insurance Act of 1996, and reducing expenditure on social supports
lIke Employment Insurance; on the other hand, the orthodoxy of the
post-war period lingers on, in particular the expectation that
government should intervene actively to manipulate the level of
effective demand in the economy, as evidenced by the terms of the
Labour Market Development Agreement (1996). The problem with
using centrally-developed programs to stimulate demand, however, is
that the economy has developed differently in various parts of the

country. Regional disparities exist.
Rural Development and Regional Disparities

In Chapter 1, | used the term economic development to describe the
capacity of a country or region to function over the long term for the
well-being of its citizens. Healey and libery (1990) pointed out that
“different societies evolve in different localities; this creates varied
local/regional responses to national processes of economic change
and leads to uneven economic development” (p. 173). Johnston
(1986) also noted that places may pass through a “cycle of crisis” in

which industrial decline stimulates out-migration. He noted that:
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!Vluch academic and political attention has been focused in most
Industrialized countries during recent years on the ‘regional
problem”, characterized by substantial spatial variability in

unemployment rates and prospects for economic development.
T'he spatial concentration of economic problems that this
Involves has been widely interpreted as a political problem,
threatening the economic and social cohesion of the nation-
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