CANADA

The OECD Regional Outlook reviews recent trends, policy developments, and prospects across OECD

regions, including the underlying causes driving regional inequalities in performance and well-being.
The report offers evidence, guidance and policy recommendations on how to improve competitiveness
and productivity, promote inclusive growth, accelerate the net-zero transition and raise well-being
standards through effective regional development policy and multi-level governance.

Territorial definitions

The data in this note reflect different sub-national geographic levels in OECD countries. In particular,
regions are classified on two territorial levels reflecting the administrative organisation of countries:
large regions (TL2) and small regions (TL3). In Canada, TL2 corresponds to the provinces and
territories.

Small regions are classified according to their access to metropolitan areas (Fadic et al. 2019). The
typology classifies small (TL3) regions into metropolitan and non-metropolitan regions according to
the following criteria:

Metropolitan regions, if more than half of the population live in a FUA. Metropolitan regions
are further classified into metropolitan large, if more than half of the population live in a
(large) FUA of at least 1.5 million inhabitants; and metropolitan midsize, if more than half
of the population live in a (midsize) FUA of at 250 000 to 1.5 million inhabitants.
Non-metropolitan regions, if less than half of the population live in a midsize/large FUA.
These regions are further classified according to their level of access to FUAs of different
sizes: near a midsize/large FUA if more than half of the population live within a 60-minute
drive from a midsize/large FUA (of more than 250 000 inhabitants) or if the TL3 region
contains more than 80% of the area of a midsize/large FUA; near a small FUA if the region
does not have access to a midsize/large FUA and at least half of its population have access
to a small FUA (i.e. between 50 000 and 250 000 inhabitants) within a 60-minute drive, or
contains 80% of the area of a small FUA; and remote, otherwise.

Disclaimer: https://oecdcode.org/disclaimers/territories.html



https://www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-regional-outlook_2dafc8cf-en
https://oecdcode.org/disclaimers/territories.html

Overview

Population (specify date) and territory 36,991,981 (Canada's 2021 Census), 9,984,670 km2 (Geography
(statcan.gc.ca))

Administrative structure (unitary/federal) Federal system of government; Principles respecting Canada's

relationship with Indigenous peoples?

Regional or state-level governments (number) = 10 provinces and 3 territories?
Intermediate-level governments (number) | -
Municipal-level governments (number) | 3,888 (2021), includes regional governments and upper-tier

municipalities
Share of subnational government in total = 70.1% of total expenditure
expenditure/revenues (2021) 74.7% of total revenues

[Source: Subnational governments in OECD countries: key data,
2023 edition]

Key regional development challenges Supply chain and market access challenges; transition to net-zero
emissions/greening the economy; climate change; business
productivity gaps; technological change/digitization; tight labour
markets/workforce of the future; development for rural and remote
communities (for example, broadband); housing supply and
affordability; inclusivity of under-represented groups (Indigenous,
racialized).

Objectives of regional policy Promote short- and long-term job creation, wage growth and
economic development in all regions. This includes delivering
regionally tailored programs, services, knowledge and
expertise, so that all regions have access to place-based
programming and support.

Legal/institutional framework for regional = Canadian Constitution, Section 36

policy Enabling legislation for Canada’s regional development agencies:

o  Atlantic Canada Opportunities Agency Act

e  Economic Development Agency of Canada for the Regions of
Quebec Act

e  Western Economic Diversification Act?

e  (Canadian Northern Economic Development Agency

o  Federal Economic Development Agency for Northern Ontario

e  Federal Economic Development Agency for Southern Ontario

Budget allocated to regional development (i.e., | Finances for Canada’s regional development agencies*:

amount) and fiscal equalisation mechanisms e Atlantic Canada Opportunities Agency

between jurisdictions (if any) o  Canada Economic Development for Quebec Regions

e  Canadian Northern Economic Development Agency

1 The Government of Canada recognizes that Indigenous self-government is part of Canada’s evolving system of cooperative federalism
and distinct orders of government.

2 Provinces receive their power and authority from the 1867 Constitution Act, whereas territorial governments have powers delegated to
them by the Parliament of Canada. Allocation of powers is specified in the Constitution Acts of 1867 and 1982 — provinces have exclusive
legislative jurisdiction over a large array of matters within their regions, such as hospitals, education, natural resources, and municipal affairs.
Provinces and territories also have some concurrent powers with the federal government, including old age pensions, agriculture and
immigration. For more details see: The constitutional distribution of legislative powers

3 This is the enabling legislation for both Prairies Economic Development Canada and Pacific Economic Development Canada.

4 Budgets for the year 2021-2022 are higher than previous years due to the Government of Canada’s response to the COVID-
19 pandemic.


https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.justice.gc.ca%2Feng%2Fcsj-sjc%2Fprinciples-principes.html%23%3A~%3Atext%3DThe%2520Government%2520of%2520Canada%2520recognizes%2520that%2520Indigenous%2520self-government%2520is%2CAboriginal%2520right%2520within%2520section%252035.&data=05|01|Hdeal.Mohamed@pacifican.gc.ca|643bd10473c245cac4be08db03d3d98a|807958b8f64c4304ab4316ddee8ba0bd|0|0|638107980635143456|Unknown|TWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D|3000|||&sdata=n4ggOCyD5tKF%2BKPMMe860tnsn1boRYTZ1P4lIBr8tEI%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.justice.gc.ca%2Feng%2Fcsj-sjc%2Fprinciples-principes.html%23%3A~%3Atext%3DThe%2520Government%2520of%2520Canada%2520recognizes%2520that%2520Indigenous%2520self-government%2520is%2CAboriginal%2520right%2520within%2520section%252035.&data=05|01|Hdeal.Mohamed@pacifican.gc.ca|643bd10473c245cac4be08db03d3d98a|807958b8f64c4304ab4316ddee8ba0bd|0|0|638107980635143456|Unknown|TWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D|3000|||&sdata=n4ggOCyD5tKF%2BKPMMe860tnsn1boRYTZ1P4lIBr8tEI%3D&reserved=0
https://stats.oecd.org/Index.aspx?DataSetCode=SNGF
https://stats.oecd.org/Index.aspx?DataSetCode=SNGF
https://laws-lois.justice.gc.ca/eng/Const/Const_index.html
https://laws-lois.justice.gc.ca/eng/acts/A-13.7/
https://laws-lois.justice.gc.ca/eng/acts/e-1.3/index.html
https://laws-lois.justice.gc.ca/eng/acts/e-1.3/index.html
https://laws-lois.justice.gc.ca/eng/acts/W-6.8/index.html
https://www.cannor.gc.ca/eng/1644248160701/1644248188049#chp7
https://www.ic.gc.ca/eic/site/FedNor-FedNor.nsf/eng/h_fn04628.html#6
https://www.feddevontario.gc.ca/eic/site/723.nsf/%20eng/h_02687.html?OpenDocument#s10
https://www.tbs-sct.canada.ca/ems-sgd/edb-bdd/index-eng.html#infographic/dept/12/financial
https://www.tbs-sct.canada.ca/ems-sgd/edb-bdd/index-eng.html#infographic/dept/141/financial
https://www.tbs-sct.canada.ca/ems-sgd/edb-bdd/index-eng.html#infographic/dept/86/financial
https://www.canada.ca/en/intergovernmental-affairs/services/federation/distribution-legislative-powers.html

o  Federal Economic Development Agency for Southern Ontario
o  Federal Economic Development Agency for Northern Ontario
e  Prairies Economic Development Canada
e  Pacific Economic Development Canada®

Fiscal Equalisation Mechanisms between Jurisdictions:
e  Equalization program

National  regional  development policy = Canada’s federal government has seven regional development

framework agencies (RDAs) that are responsible for economic development in
their respective regions. They provide regionally tailored programs,
services, knowledge, and expertise. RDAs engage with strategic
partners at the regional level and across the federal government on an
ongoing basis.

Urban policy framework -

Rural policy framework Released on June 27, 2019, the Rural Economic Development
Strategy outlines a whole of government approach to meet the
economic, social development, and sustainability needs of rural
Canada, including connectivity, climate change mitigation and
adaption, infrastructure, skills and labour, housing, and tourism.

Major regional policy tools (e.g., funds, plans, e  Canada's Regional Development Agencies, Regional Economic
policy initiatives, institutional agreements, efc.) Growth Through Innovation and Community Futures Canada

e Canada's Connectivity Strateqy
e  Universal Broadband Fund (UBF)
Policy co-ordination tools at national level Cabinet Committee Mandate and Membership

Multi-level governance mechanisms between = Federal/Provincial/Territorial First Ministers Conferences or Meetings
national and subnational levels (e.g., = (FMMs), the Canadian Intergovernmental Conference Secretariat

institutional agreements, Committees, etc.) (CICS), the Council of the Federation, and
Federal/Provincial/Territorial (FPT) Agreements.

Policy co-ordination tools at regional level Atlantic Growth Strategy

Evaluation and monitoring tools Annual Plans and Results by Department

Government of Canada Evaluation (5-year cycle)
Future orientations of regional policy -

5 pacific Economic Development Canada was created in August 2021. Prior to that, Pacific Economic Development Canada and
Prairies Economic Development Canada were one agency known as Western Economic Diversification Canada.
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https://www.tbs-sct.canada.ca/ems-sgd/edb-bdd/index-eng.html#infographic/dept/140/financial
https://www.tbs-sct.canada.ca/ems-sgd/edb-bdd/index-eng.html#infographic/dept/560/financial
https://www.canada.ca/en/department-finance/programs/federal-transfers/equalization.html
https://ised-isde.canada.ca/site/rural/en/rural-opportunity-national-prosperity-economic-development-strategy-rural-canada
https://ised-isde.canada.ca/site/rural/en/rural-opportunity-national-prosperity-economic-development-strategy-rural-canada
https://ised-isde.canada.ca/site/ised/en/canadas-regional-development-agencies
https://www.canada.ca/en/innovation-science-economic-development/news/2018/12/regional-economic-growth-through-innovation.html
https://www.canada.ca/en/innovation-science-economic-development/news/2018/12/regional-economic-growth-through-innovation.html
https://communityfuturescanada.ca/
https://ised-isde.canada.ca/site/high-speed-internet-canada/en/canadas-connectivity-strategy
https://ised-isde.canada.ca/site/high-speed-internet-canada/en/universal-broadband-fund
https://pm.gc.ca/en/cabinet-committee-mandate-and-membership
https://www.canada.ca/en/atlantic-canada-opportunities/atlanticgrowth.html
https://www.tbs-sct.canada.ca/ems-sgd/edb-bdd/index-eng.html#start
https://www.canada.ca/en/treasury-board-secretariat/services/audit-evaluation/evaluation-government-canada.html
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Regional Inequality Trends

Canada experienced a decline in the Theil index of GDP per capita over 2000-2020. Inequality reached
its maximum in 2004. The figures are normalized, with values in the year 2000 set to 1.

Figure 1. Trends in GDP per capita inequality indicators, TL2 OECD regions
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Source: OECD Regional Database (2022).

In Canada, the gap between the upper and the lower half of regions in terms of labour productivity
remained stable between 2001 and 2019. Over this period labour productivity grew roughly by 14% in
both groups of regions. During 2020, the gap narrowed down. Nevertheless, more years of data are

necessary to determine the long-term impact of the COVID-19 pandemic on labour productivity gaps
in regions.

Figure 2. Evolution of labour productivity, TL2 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. Labour productivity in each group is equal to the sum of Gross Value
Added, expressed in USD at constant prices and PPP (base year 2015) within the group, divided by the sum of total employment
in regions within the group. Regions are small (TL3) regions, except for Australia, Canada, Chile, Colombia, Ireland, Mexico,
Norway, Switzerland, Tirkiye and the United States where they are large (TL2) regions due to data availability.

Source: OECD Regional Database (2022).
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Regions where the economic activity shifts towards tradable activities, such as industry and tradable
services, tend to grow faster in terms of labour productivity. In Canada, between 2001 and 2020, the
share of workers in the industrial sector went down in all regions but more so in regions that used to be
in the upper half of the labour productivity distribution. Hence, the evolution of employment shares in
the industrial sector reduced the labour productivity gap between regions. At the same time, the share
of workers in the tradable services sector went up in all regions, approximately by the same amount.

Figure 3. Share of workers in most productive (tradable) sectors, TL2 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. The share of workers in a given sector for a group of regions is defined
as the sum of employment in that sector within the group divided by the sum of total employment within the group. Regions are
small (TL3) regions, except for Australia, Canada, Chile, Ireland, Mexico, Norway, Switzerland, Tirkiye and the United States
where they are large (TL2) regions due to data availability. Industry includes the following tradable goods sectors: Mining and
quarrying (B), Manufacturing (C), Electricity, gas, steam and air conditioning supply (D) and Water supply; sewerage; waste
management and remediation activities (E) NACE macro sectors. Tradable services include Information and communication (J),
Financial and insurance activities (K), Real estate activities (L), Professional, scientific and technical activities (M), Administrative
and support service activities (N).

Source: OECD Regional Database (2022).

Recent policy developments

Given the country’s vast geography, regionalism has always been part of the political and social
landscape of Canada. Nation-wide approaches to economic development do not fully address the
differing regional circumstances. As such, Canada takes a place-based approach to economic
development with responsibilities across different orders of government and across a range of
departments, ministries and agencies, including the federal government’s seven regional development
agencies. Federal regional economic development programs are complementary to national
programming. In addition, Canada’s provinces and territories play an important role in economic
development with exclusive responsibilities over an array of matters within their jurisdictions. There are
several complementary economic development initiatives offered by federal, provincial and territorial
governments. It is not possible to capture all initiatives within the scope of this document. Provinces
and territories also have shared responsibilities with the federal government in areas such as old age
pensions, agriculture, and immigration.

Rural and remote communities are crucial to the economic success of Canada, contributing about 25
percent of the country's GDP in 2019. In 2019, Canada introduced the first federal Minister of Rural
Economic Development to pursue and advance initiatives that recognize the unique realities and
challenges faced by rural communities, including measures to support economic recovery, growth and
resilience. Key among these measures is providing access to fast and reliable high-speed Internet. As



a result of the Universal Broadband Fund and other federal and provincial investments, Canada is on
track to meet its goal of providing high-speed Internet access to 98 percent of Canadian households by
2026 and 100 percent by 2030. Additionally, the Minister of Rural Economic Development is mandated
to support more visible and accessible service delivery in areas such as rural transit solutions, postal
services, mental health services, and housing. To support the Minister in her mandate, the Centre for
Rural Economic Development (CenRED) was established to help integrate rural needs and realities
into the policy development process at the federal level by engaging across government and with rural
communities and experts. Canada’s Rural Economic Development Strategy, entitied Rural Opportunity,
National Prosperity was released in June 2019, outlining the whole-of-government approach that the
Government of Canada is taking to meet the economic, social development, and sustainability needs
of rural Canada. The progress report, released in August 2021, outlines progress made and next steps
to ensure that Canada’s rural and remote communities are resilient and have access to tools necessary
to reach their full economic potential.

Canada’s seven Regional Development Agencies (RDAs) were created by the federal government to
address key economic challenges by providing regionally tailored programs, services, knowledge and
expertise. Each agency brings a regional policy perspective in support of the national agenda by
contributing regional economic intelligence to support national decision-making; providing targeted
investments to local businesses, organizations, and communities; and, contributing to cooperative
relationships with other levels of government, community and post-secondary institutions, and other
stakeholders. In 2021, the Government of Canada separated the former Western Economic
Diversification Canada into two distinct RDAs, Pacific Economic Development Canada (PacifiCan) for
the province of British Columbia, and Prairies Economic Development Canada (PrairiesCan) for the
Prairie provinces of Alberta, Manitoba, and Saskatchewan. This decision recognized that economic
drivers and conditions are unique in the different regions, and that entrepreneurs, innovators,
institutions, and communities need access to place-based support.

RDAs took action to support business and communities during the COVID-19 pandemic. Initially, they
provided immediate liquidity support for businesses through the Regional Relief and Recovery Fund
(RRRF). They then provided targeted programs such as the Jobs and Growth Fund (JGF) to help job
creators and the organizations that support them build resiliency and prepare for growth, the Canada
Community Revitalization Fund (CCRF) to support local community infrastructure rejuvenation and
development, and Tourism Relief Fund (TRF) to help tourism operators safely welcome back visitors
after the pandemic by adjusting their operations to meet public health guidance and increase
accessibility.

Increasingly, the Government of Canada is prioritizing investment to build a cleaner and green
economy. RDAs have an important role to play in achieving this objective. For example, Canada
Economic Development for Quebec Regions (CED) is accelerating small and medium sized
enterprises’ green transition, helping Canada to reach its targets to reduce greenhouse gas emissions
by 2030. In addition, Prairies Economic Development Canada is leading work under the Building a
Green Prairie Economy Act to enhance federal, regional, and local cooperation on initiatives that
support regional economic growth and the creation of sustainable, well-paying jobs across the prairie
provinces.” As part of the Innovation and Skills Plan, RDAs have made investments in clean technology
projects, supporting innovative start-ups to commercialize clean technology while creating sustainable
local jobs.

The United Nations Declaration on the Rights of Indigenous Peoples affirms the human rights of
Indigenous Peoples. On June 21st, 2021, the United Nations Declaration on the Rights of Indigenous
Peoples Act (UNDRIP) received Royal Assent and came into force. This Act provides a roadmap for
the Government of Canada and Indigenous peoples to work together to implement the Declaration
based on lasting reconciliation, healing, and cooperative relations. At a regional level, Canada’s RDAs
support and work in partnership with Indigenous peoples.
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