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ABSTRACT

The Custom Profile Extrusion Industry, which is one
segment of the total Plastics Industry, has developed
within Southern Ontario during the last two decades. The
behaviour of the firms which make up the Profile Industry
has been scrutinized, collectively, to determine whether
or not they qualified as a growth pole within the conteéxt
of Perroux's theory. Through the use of a heuristic
approach this industry has been studied and evaluated.
The findings from the data collected from these firms has
been examined to ascertain the relevancy of this industry
within a growth pole concept.
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CHAPTER 1

INTRODUC'ﬁi

Aim of the Study

This study is directed towards an empirical investi- |

gation of the economic and geographic characteristics
which aré felt to be embodied within the Custom Profile
Extrusion \Ind in Southern Oﬁtario. These character-
istics will be reviewed in accordance with the theory on
growth poles as advanced by F. Perroux. The study will
focus on the more relevant features of his theory and

their pragmatic applications as revealed within this in-

dustry. The scope of the study, i.e. the range of view or

/activity, will include references and examples pertaining

to the total plastics industry, the’plastics fabricating
industries, and the custom profile industry segment.

One major intent will be to démonstrate that the
Custom Profile Extrusion Industry exhibits the distin-*
guishing traits that the growth pole industry must possess

in order to qualify in this regard. As such, it will

impact positively within the growth centre of Metropolitan

Toronto, the major study area, and, accordingly, will have
the inherent capability and propensity to impact upon and
influence other regions. |

In this research the following general hypotheses are

raised to explore the relationship between the growth pole




concept and the Custom Profile Extrusion Industry of
" Ontario.

1. The growth of the Plastics Industry over the past
decade has been rapid —émd as such qualifies as a motor or
propulsive, growth pole industry.

Support for this will be fou;nd through an examination
of the growth rate of the total Plastics Industry as well
as an evﬁluation of the contribution made by the Custom
Profile Extrusion segment. A growth rate which surpasses
the growth rate éf the national econonmy, as a whole, is
one important characteristic embodied within th“e thed;‘y. x

2. Centripetal forces have been a deciding factor in
contributing to the early settlement of the industry
within Metropolitan Toronto. Such an agglomeration force
is expected from a motor industry in its early period of
growth“.

Emphasis will be concentrated upon looking at those
industries which are believed to be supboréive of the
Plastics Industry and who have their raison d'etre for
establishing within the Metropolitan Toronto region due to

/::heir interaction with this industry. A high degree of
linkages to other industries is another important charac-

teristic of Perroux's theory. A

3. Recently, centrifugal forces within the economic
| .

environment of the growth centre, Toronto, have pressured '

|




a peripheral exéanaion of this industry. This is to be
expected as a growth pole industry matures. The result of
this force are new“production centres ﬁhich, through ti{neg
may qualify as new growth centres.

An evaluation of the economic and industrial milieu
of the Metropolitan Toronto region will be given to sub-
stantiate this hypothesis. The role of centrifugal forces
play a key role.in the explanation of the theory.

4. The nature of the product life c¢ycle impacts both
upon the growth pole and the growth centre. The former
may respond through increases in new innovations or it may
fall into disunity. The latter may have to bear the brunt
of .losing industry if they move to. peripheral regions.

5. The success of the Custom Pgofile Extrusion

" Industry has been achieved through innovative products.

As an innovator, by the introduction of new goods into the
marketplace, through the opening of new markets and
through the technique used to produce its products, this
industry qualifies as a growth pole industry. The results
of the empirical researchwill show this to be true.

The emphasis placed upon the innovative nature of
this industry will be qualified through an examination of
the types of products that have been formulated over the
past two decades. Innovations are seen as the primary

underlying force to growth and ranks high in the order of
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d
attributes afforded to a/éféézh pole industry.

6. Generally, government -4id has been available to
most industries. The Custom Profile Extrusion Industry
has also availed itself of such financial assistance.
This has been a force that has propelled some industry
members to peripheral locations. In other words, the
location of a growth pole can be guided through financial
government involvement in the industry. ‘

Attention will be focused upon the role of monetary
assistance to the Plastics Industry to determine the dir-
ection of such aid, through time. Perroux places a posi-
tive emphasis on the role that the State or Government

plays within the economic environment.

Justification

The need to review the Custom Profile Extrusion
Industry, within the context of a growth pole concept,
arises from a concern expressed by and manifested in the
in;érest of industry, society, and geographers alike.

First, while the Profile Industry segment is small in
size it is dynamic in its potential for future growth.

The members of this industry are extremely interested as
to how and where this growth will occur. While each
company is singularly responsible for implementi;g its own

micro planning and decision-making processes, through time

these plans may, directly or indirectly, influence the
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macro economic and industrial scenario. Hence, effectual
changes in the locational development pattern will have
critical implications for all the members of this indus-
“try. For this reason an explanation ’of where this scen-
ario is most likely to occur is of vital interest to this
industries’ members.

Second, from a societal viewpoint the behavioural
pattern of industrial development ié of importaﬁce for
several reasons. For example, the growth potential of an
industry in one region, or its possible movement to ano-
ther, has many implications upon the municipal planning
process. Also, there is a definite need to know where an

4 industry, or industries, will concentrate from the point -
of view of suppliers to that industry and the workers for
that industry. This developmental process should not be
carried ou£ on the basis of uninformed decision-making but
rather through a planned process. The ultimate result
will be the creation of new jops and new business oppor-
tunities as any resultant complex arising from expansion
or movement will require additional infrastructure.

Third, from an academic viewpoint there is a need to
be able to isolate empirical examples of industrial acti-

$
vities which can be used as models for explaining other

similar phenomena. Empirical evidence provides the real .

ground from which other hypotheses can be generated. The

¢
L— - n . P © e e e e e Lk . s e AL Ty -




interpretation of the data and the formulating of the
findings will help industry and society to better uUnder-
stand the- underlying causes of polarized development.

Lastly, an assessment of this industry segment has
never before been attempted. Because of the writer's
closenesg to certain members of this industry certain data
has been provided which normally would not have been
available. The use of this micro segment should highlight
and provide an insight into tihe directional mobility of
the plastics industry. ‘

Scope., Study Area, and Data Source
N

It is the purposé of this research to demonstrate

that the Custom Profile Ext’rusiox; Industry segment of
the total Canadian Plastics Industry epitomizes the real-
ity of agrowth pole, using.the concepts of the growth
pole theory as advanced by Francois Perroux.} Th‘:ough the
use of a heuristic approach it will be shown that this
industry segment conforms to the criteria nec‘essary to
designate it as a growth pole industry.

Using Southern Ontario as a focal point, with parti-
cular emphasis placed on the Metropolitan Toronto reg;?.on,
an analysis of the developmental processes and subseqxfxent,

spatial arrangements will be used to illustrate the q&haa

mic nature of the firms that make up this industry ség-

v

v

Sl —




ment. The ini;:ial hypothesis to be examined is whether
the total Plastics Industry is, in fact, representat;ive of
a grow‘“‘th industry. Hence, through inclusion and by asso-
ciation, the Custom Profile Extrusion Industry segment
also gualifies as a growth industry.

For compa"rative purposes the year selected for study
is 1980.\:\ The feason for sélecting this year is primarily
as a ref%rence point in time only. Wherever possible, all
data are ‘Erelated to the market cr market conditions as
they appé;red in '1980. Any supportivebprojectiOns, other
than those deduced from the study itself, L'will be substan-
tiated by experts in this field. Data w:ﬁl be forthcoming
from a survey conducted among the members of this industry
during the summer of 1982 by the writer. The results of
this survey will be covered in detail in Chépter V.

{Refer to Abpendix G for a copy of the questionnaire). As
well, data supplied by the Society of Plastics Industries,
Statistics Canada, The Ontario Development Corporations,
The Toronto Real Estate Board, and., The Toronto Area

Industrial Development Board, will be used.

Background to the Plastics Industry

The Plastics Industry has many 'families' of polymers
associated with it, i.e. specific chemicals produced from
by-products of petroleum and natural gas. This research

will, however, focus on only those products manufactured

e TN L B s s o i 4 e i e e . S 98 et it Mt | o W,
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;n the custom profile extrusion process using Poly Vinyl
Chloride (PVC) as the main polymer. Other selections
could have included polymers such as polypropylene, poly-
styrene or polyethylene. BAs well, production processes
such as molding, calendering or vacuum forming applicable
to all these polymers could have been considered.

The reason underlying the selection of this particu-

1 lar and somewhat specialized PVC process was to ensure a
commonality% of materials and production processes for
comparative purposes. Businesses involved in the Profile
Extrusion Industry segment have a basic commonality in the
type of equipment that is used to process PVC into a
finished product. The extrusion process requires the use

of an extruder, even though there are many different 4

types, in order to output a finished profile. 1In itself,
this manufacturing technique differentiates this industry

segment from other manufactuerers who may use similar raw { i

— materials but whose manufacturing techniques and end pro-

- - -~ ducts are dissimilar. : S e

PVC Market and Process

On a world scale the consumption of PVC, in 1980, was
21.1 billion pounds. Table 1-1 illustrates the dynamic
growth in prior years along with the projected increases

in consumptfon through 1983.




TABLE 1-1

WORLD PVC CONSUMPTION

BILLIONS OF POUNDS

Countrz

U.S.A.
Canada
Mexico

Latin
America

Western
Europe

Japan

Other
Countries

._Total

1978 - 1979 1980 1981 1982 1983 Average

Annual

- ' 3 Growth
5.4 5.8 6.1 6.5 7.0 7.4 6.5
.4 v4“ 04 .4‘ 05 ‘5 910

.2 «2 -3 «3 -3 -4 12.2
.8 -9 1.0 1.1 1.3 1.4 1i.6-

7.8 8.2 8.6 9.0 9.4 9.8 4.8

2.3 2.4 2.5 2.6 2.7 2.8 3.6

1.8 2.0 2.2 2.5 2.7 3.1 11.0

18.7 19.9 21.1 22.5 23.9 25.4- - 6.3

Source:

F. Hovey, B.F. Goodrich Canada Inc.

Presented at CanPlast '79, May 14, 1979 at the
Quebec Hilton Hotel, Quebec city, PVC The
Performance Polymer. ]

T T g g e ——
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;;VC has two sources of feedstocks; cone, petroleum crude
‘is distilled to obtain naptha, which is cracked to producg
ethylene and propylene; two, natural gas is treated to
seperate ethane and propane, which are also cracked to
obtain ethylene and propylene. 'I‘he.‘ibuilding block, ethy-
lene, with the addition of chlorine from salts, is proces-
sed by direct chlorination and oxyhydrochlorination to
produce ethylene dichloride which is crack;d to obtain
vinyl chloride monomer (VCM)}. BAbout two thirds of North

America's VCM supply is obtained from natural gas and the

balance from petroleum. The final conversion from VCM to

the r;equired resin form is carried out through the process
known as polymerization. U’sually one of three processes
is involved. These are: suspension, mass, and dispersion
polymerization. 'The‘final product, PVC resin, resembles a
white flour in appearance. To this resin is added what-
ever additives are required to result in a product which
when heated then molded, extruded, calendered, or changed
zhrou’gi:n any of these processes, produces a final saleable
product. »

Asi to the capacity of Canadian producers to output
this resin, Table 1-2 gives their anticipated position to

1983.

Canada's PVC Market

While Canadian manufacturing has undergone a keen




TABLE 1-2

ESTIMATED CANADIAN RATED CAPACITY AND DEMAND -

'O

MILLIONS OF POUNDS

* 1978 1979 1980 1981 1982 1983

VCM Capacity 200 200 500 900 900 900
PVC Capacity 260 460 660 660 660 760
503 549

PVC Demand - 357 389 419 462

3

Source: PCV-The Performance Eélymer. Présented at
CanPlast '79, May 14, 1979 at the Quebec Hilton
Hotel, Quebec City by F. Hovey, B.F. Goodrich

Canada Inc.

scrutiny by various writers, Brewis, (1969), Britton,

{(1981) and Walker, (1981), their thrust has generally been

towards looking at the larger industrial components and

nog the minor factions which have a symbiotic relation-

ship to the larger component. When the term ‘plastics’ is

used in its generic sense many products are instantly

conjured up in the mind of the reader. As Table 1-3

illustrates the number of potential products from the PVC

industry alone is very large. Of all the

*families' of

plastics this is just one branch. While end products

L

cover a wide range of items, some fair better than others

in sales’ volumes. As will be shown later, Chapter 1V,

. -——
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Table 4-4, PVC represents only 14.0 per cent of all Cana-
dian production of plastics and 13.0 per cent of all
consumption. The “Custom Profile sector, which in effect
is made up, in part, from both profile and sheet, (flexi-
ble and rigid), and siding, represented less than 20.0
per cent of the PVC market in 1978. However, as cﬁ; be
seen from Table 1-3 both Profile and Sheet, and Siding are
expanding at a faster rate than all the other segﬁents,
with the exception of Pipe.

It is to this growing market segment thaz this re-
search is being directed. The significance of this

growth, as it relates to Perroux’s theory, will be addres-

sed in more detail in subsequent chapters.

Technological Advances

The main reason for locking at the Custom Profile
Extrusion segment of the Plastics Industry is to show that
although it is comprised of a small group of manufactur-
ers, numbering about fifty, and has been in business for
less than two decades, it has, within that time, quietly
revolutionized many standard products manufactured from
PVC. Fabricated products with which all consumers i;e
familiar range from siding installations, window compon-
entg, car body molding, and garden hose, to name but a few
of the widely diversified products. These are all exam-

ples of products which have resulted from advances in

- [—— —_—— — - k. — b i
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TABLE 1-3
CANADIAN MARKET SIZE AND GROWTH BY MARKET SEGMENT

MILLIONS OF POUNDS OF PVC

— Average
Market Segment Market Annual Market
for PVC 1978 Per Cent Growth 1985 Per Cent
. Pipe & Fittings 108 30.2 10.8 221 33.9
Profile & Sheet .
- Rigid - 29 14.8 76
- Flexible 29 6.5 45
- Total 58 16.2 11.1 121 18.6
Siding ‘ 24 6.7 18.1 77 11.8
Wire & Cable 42 11.8 3.9 55 8.4
Flooring 32 9.0 4.3 43 6.6
Film Sheet & "
Coated Fabrics .~ 67  18.8 5.3 * 96 14.7
Records 16 4.5 6.5 25 3.8
Bottles 10 2.8 5.0 14 2.2
B Totals 357 100.0 2.0 652 100.0

Source: F. Hovey, B.F. Goddrich Canada Inc.
Presented at CanPlast '79, May 14, 1979 at the
Quebec Hilton Hotel, Quebec City PVC The
Performance Polymer.
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technological know-how. Also, these are specific examples
of companies' products which, in themselves, have helped
to create 5 new industry in Canada. These micro indus-
tries together form the backbone of the PVC industry.
Rather than just speaking of the industry as a collective
entity these micro industries take on a new importance as

the specific nature of what they produce can then lead to

further_ investigation of their individual contribution to

! ' the whole industry. Britton, forwexample, in speaking

i about the automotives industry says, “... there is an §

f enormous deficit on auto-parts trade."? However, he"aoés’

| not state what parts are involved, nor does he refer to

' ' any specific industry that is losing out on this marketing
—

TTTTe—

probi;ﬁj‘agétause~the_£ygiipdustry, and in particular the

Custom Profile segment, effectively produces products that

find a ready market within the field of export they are a
positive contributor to Canada's trade balance. Part of

; this success history has been the acceptance by the con-

} sumer to these innévative products, largely due to their
high quality and adapatability to most environments.

! The questions that need to be consideéred are: do

§ they constitute a growth industrj and does their location
| give them growth pole status? Why are these manufacturing
plants located where they are? Do past attitudes dictate
that future growth of these industries, individually or
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collectively, will occur only in the heartland area., or
are they adaptable to peripheral regions?

Even though the”sample of firms evaluated in the
study is somew{mé small, it is felt that the results will
be generally applicable to all the industries within the

plastics ‘family’.

]

Exogenous Forces Impacting upon the Custom Profile Industry

No enterprise can realistically exist in a vacuum.

Every manufacturer is faced with the problems of obtaining -

raw inaterials, converting them into an acceptable finished
product through the use of men and equipment, and, moving
his final products to the marketplace. As well, politi-
cal, social, and economic factors can affect the success
or failure or any business. A measurement of some of
these factors will be attempted to give some perspective

as to their impacts upon these businesses, (thich are

-generally located within Southern Ontario. The objective

will be to try to d;termine how adversely these exoqfenous
forces could impatt upon a business in a particular area
and to try to determine the managitude of the same impact
if this firm was located elsewhere. One example of this
would be the perceived relationship of site selection
versus the distance to their m&jor supplier. Similarly,
how important is distance to market and where exactly is

the market for their products? What benefits are there t;

R, R
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any company': within this secéor, from bein; located rela~
tively' close to other companies producing a similar pro-
duct? 1Is it the exogenous forces that have the greatest
impact upon a plant being located where it is, or do the
endogenous factors carry similar weight%’ These are the
types of questions to which, hopefully, answers will be

found in order to give some depth and perépective to the

findings relevant to this industry segment.
. '\, -

Summnary

The aim of the study is to conduct an empirical
investigétion of the economic and geographic charac¢teris-
tics of (the Custom Profile Extrusion Industry in accor-
dance with the theory on growth poles as proposed by F.
Perroux. To do this,’ six hypotheses‘ were iardpbaed. The
intent of the research is to find evidence which-will
substantiate these hypétheses. )

The need to look at the Custom Profile Extrusion
Industry stems from three sources. These are: .

1. The firms that are members of this particular PVC

industry. They are aware that industry, per se,

is not static but is' subject to change. They
\ have a need to know where the futu:.;e 1ocat.ional

patterns might develop. o

- -2.—The viewpoint-of society- Theimplications—upon -

e
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the structuring of new businesses that might
arigse if this industry segment elected to move
into new regions.

3. The perspective from the academic. If this work
can provide empirical evidence Qf polarized deve-
lopment then it could be used for further studies
of a similar nature. :

The year selected for study was 1980, simply as a
reference point in time. This particular year has no
special significance. The setting for this investigation
will be within the concepts of the growth pole theory as
advanced by F. Perroux.

Tables 1-1, 1-2 and 1-3 were provided to sh‘ow thia
extent in size of the overall industry and to give some
insight both on a world scalé: and from a Canadian view-
point.

The discussion covering the technological advances of
this industry segment shows that this group of PVC proces-
sors are innovative and dynamic. As such, can evidence be
produced that wili qualify therr; as a growth pole industry?
B Through the use of a survey technique an investiga-
tion will be carried out to try to ascertain how both
exogenous and endogenous forces impact upon these PVC

processors. These results, along with other findings,

will be used to qualify and quantify the disposition of

¥
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these PVC industries within Southern Ontario. It is also
anticipated that the results of this study., showing the
developmental pattern of‘this industry, among other
things, might be helpful as a tool or as a means for
agssesging other micro industry members.

The six hypotheses that have been raised within this
chapter will be dealt with in ensuing chapters to deter-
nine their validity within the growth pole concept. The
growth of the Custom Profile Extrusion Industry will be
seen as the result of the innovative processes displayed
by this industry within the limitatioﬁs of the growth pole
theory. The dynamics of progression from a relatively few
companies located within a small industrialized region, to
an expansionary phase into peripheral areas of Ontario

* will be examined in light of the growth ﬁole concept. ‘I't
will be shown that this industry is presently in a dyna-
mic, rather than static, phase as one would expect froma
growth pole. -

Discussion within future chapters will be directed
towards articulating how and why the Custom Profile

Industry is representational of a growth pole industry.

1
)

pr————s
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CHAPTER 11

THEORETICAL ASSESSMENT AND EVALUATION

Development of the Growth Pole Theory

The concept of growth poles was first proposed by

1

Francois Perroux. iIn attempting to understand his theory

it is first necessary to look at the background contribu-
tion to the final theory as developed by A. Schu:mpew!:aer‘2
Schumpeter argued t’hat‘économic growth, in and by itself,
did not constitute development. He said that, "... econo~
mic development is not a phenomenon to be explained econo-
mically, but that the economy, in itself without develop-
ment is dragged along by the changes in the surrounding
world."3 He argued that it is, "... the producer who as a
rule initiates economic change, and consume_r; are educated
by him if necessary; they are, as it were taught to want
new things."4 Schumpter, in an effort to enlighten his
readers as to the fundamental reasoning underlying the
direction of his hypothesis, compiled a strategic list of
five causal actions which by themselves, or in combina-
tions with each other, coulc’i be regarded as the innovative
forces behind development. These are:

1. the introduction of a new good ... or a new

gquality of good.
2. the introduction of a new 'metiﬂmod' of production.

3. the opening of a new market.

20
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4. the conquest of a new source of supply ..., and
5. ... the new organization of any industry, like
the creation of a monopoly position or the

breaking up of a monopoly position‘*s-

From Development to Theory

How did Perroux expound upon the writings, or theory,
of Schumpeter and wherein lay the difference? According
to J.R. Lasuen, 1969, the contribution made by Perroux was
the inf:erpreting of Schumpeter's work into a spatial set-

ting. He states:

“... the net contribution of Perroux to the
Schumpeterian argument was that he took
Schumpeter's tool-box concepts and hypotheses
from its original sectoral-temporal setting and
applied it _to a sectoral-temporal-geographical
universe.,"

Brookfield, in 1975, made similar comments along the

same lines in reviewing Schumpeter's works. He comments

that there is, "... nothing spatial in any party of Schum-

peter's writings..."” and it was, "... the particular con-

tribution of Francois Perroux to open up ... questions ...
of a spatial order.“7

Perroux had problems in coming to grips with the

*Schumpeter provides an integral basis for Perroux's
development of growth pole theory. At least three ¢f the
causal actions will be dealt with in detail in subsequent
chapters with an explanation of their relevancy to the
Custom Profile Extrusion Industry.

O 1 RN = . 3 = sz . - e w Y T —r—"

WL 8 N P



™

22

o

common and inexact notion of spz-zce.8 Perroux- states: "“A

banal sense of space location creates the illusion of the
coincidence of political space with economic and human

; spe:u:c-:."9 His main point was that, "... the spaces which
directly concern us are economic spaces. They are defined
by the economic relations which exist between economic
elements." 0 1n light of thispstatement he propoées thrée
types of economic space. These are:

1. as defined by a plan

i
j 2. as a field of forces, and,

L .-
| 3. as a homogeneous aggregate.u -

The second type is relevant to his further works, inasmuch

"As a field of forces, economic space consists
of centres (or poles or foci) from which centri-
fugal forces emanate and to which centripetal

| forces are attracted. ... The firm considered

f as a centre releases centrifugal and centripetal
; forces. ... Through this process, the economic

| zone of influence, whether or not it is linked

i to the topographical one, is determined. [A

| firm's] econoTéc zone of influence... defies
cartography."”

i
|
) .as he states:
i
|
[

The earlier writing, (1950a), is inter’esﬁting from two
points of view: one, that this was the genesis for his
future work in which his idea of growth poles became more
fully developed, and two, that firms in the business
world, through economic activity, did create forces which
were transmitted through economic space to influence other

businesges or areas. This generating of forces into other
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spheres determined that this was a dynamic rather than a
static formulationh. The evidences for this at a pragmatic
level will be covered in subsequent ;hapters, to illus-
trate the connectiviil.y of this theorf with the Custom
Profile Industry. '

By 1955 the heart of-his hypothesis had been postu-

lated. Development became synonymous with faster than

normal growth. Perroux writes:

"Another aspect characterizing structural change
in a national economy is the diffusion of the
growth of an industry {(or group of industries).
The appearance of a new industry, the growth of
an existing industry, are diffused through
prices, through flows, through expectations. 1In
the course of longer periods, the products of an
industry or of a group of industries, profoundly
transformed and sometimes hardly recognizable
compared with their:initial forms, permit new
inventions giving birth to new industries.

The fact, rough but solid, is this; growth does
not appear everywhere at the same time; it mani-
fests itself in points or 'poles’ of growth,
with variable intensities; it spreads by differ-
ent channels and with variabis terminal effects
for the economy as a whole."

|

Also, the impact upon the overall economy can be felt
from the standpoint of any economy increasing or decreas-
ing its output. In cases of a new industry when innova-
tions or technological break-throughs are introduced into
the economic scenario, "... the output of the industry
comes as a net increase in the aggregate output of the
eConomYys- .. 14 1, locking at the leading industry in an

economy, which Perroux calls the ‘motor’ industry, it

T . J AP
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impacts upon output in two ways. One, it provides, “...
the éupplementary output which, ... it induces into its
environment."1? Two, it, “... ;ieates a 'climate’ favour-
able to gr&wth and progress."16 In all likelihood the
outcome is that more jobs are- created as other enterprises
see the benefits of being in a particular business, or, as
Perroux says, it "... acts as an example to others and
provokes imitations, themselves creative."l7 ’ N i

Perroux also expresses the importance of the 'motor’
industry by saying that it will increasé its output and
that of. "... all entrepreneurs capable of creative ex-
pectations [who] afe stimulated and pulled along.“18 In

this economic setting the manufacturers will use their,

“... fixed capital more fully, that is, in order to oper-

. ate at lower and lower points on its cost curves."1? ge

also introduces the idea that an industry does not exist
by itself but helps to generaie or stimulate other indus-
try. He says,

"Since a new industry does not generally appear

alone, as new industries grow in overlapping

fashion, the increase in total output is a func-

tion of: the level of additional output in the

new industries themselves, taken together, and

the levels of additional output &nduced by the

new industries taken t:ogewt:hver.“2

By giving credence to 'banal geographic space' Per- g
-Toux has removed himself from an 'abstract space' point of

view. He says, "In a complex industrial 'pole’' which is
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geographically concentrated and growing, economic activi=*

ties are intensified because of proximity and human con-

tacts."21

However, rather than moving from abstract to geogra-

phic space he tends to confuse his readers by attempting

to synthesize the two concepts into one. He says, "The
complex industrial pole, ... modifies its immediate geo- \

graphical environment ... it gives birth to other centres

of accumulation and concentration..."22 From an abstract

space concept he appears to have moved to a more fundamen-

tal space concept of growth centres.

Subseque;lt literature devoted to Perroux's theory has
been involved with striving to determine exactly what the
expressions 'pole' and ‘centre' explicitly related to

within the confines of his theory. Darwent (1969) wrote,
“The terms growth poles and growth centres...
have been useg in vague indistinct and distres-
singly over-simplified ways, there being almost
as many meanings ascri?gd to them as author’s
writing about thewm...”

He also states that,

“... 8ince all units must have a location and
since in all regional economic development the
question of 'where'? looms large, then despite
the fact that poles are independent of geogra-
phic space, their existence within it poses
complex prgRlems unexplained by growth pole

. ﬂlQOfY' . -

Further problems are caused by even greater semantic

differences. For example, Darwent goes on to say that,
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"... various authors use different terms combining, for
instance, the words 'pole’, 'centre', 'areas’, 'point’,
‘nuclei', and ‘'nodes’ in different ways to designate the
same phenomenon."25 R

Attempts have been made to elaborate on Perroux's
theory and to develop a pattern which appeasd to cover
all contingencies. For example, R.P. Misra, in writing on
India, envisioned:

1. service centres at the local level,

2. growth points at the subregional level,

3. growth centres at the regional level, and,

4. growth poles at the national level.2%
Obviously, ';:his interpretation by this particular writer
is an attempt to differentiéte the theory into a systema-
tic hierarchical pattern.

It would api;ear that the followers of this growth
pole or growth centre concept have 'jumped the gun' in
seeking to fit an incomplete, inconsistent, and unfina-

lized 'theory’ into a real world situation. Rather than

‘being an accepted body of theory the concept has not
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developed beyond the hypotheses stage*. As Lasuen (1969)
points out in reference to the adherents of the theory,
"..» they have not been concerned with testing, feformu-
lating and completing Perroux’s ﬁypdthesis on growth pole
dynamics."27

According to Perroux and to Schumpter, the most sig-
nificant and positive instrument to growth was embodied in
the notion of an innovation. As Perroux stated, "Inno-
vation introduces different and (or) additional variables
in the econom}p horizon and plqgagéf dynamic entrepre-—
neurs..."2? Other authors have recognized this as a key
element in the body of theory. Lasuen (1969) ;;marks,

"... the activity creating a growth pole was essentially a

sectoral and a geographic disturbance not because of its

*The writings of D.F. Darwent perhaps do more in
terms of differentiating the distinction between ‘'poles'
and ‘centres' than any other contemporary author. The
following viewpoints are his.

"... he [Perroux] defines growth poles only and specific-
ally in relation to abstract economic space and not in
relation to geonomic (or geographic) space... d
The distinction which it is necessary to preserve in the
growth pole notion, between economic space in which poles
are defined and geographic space in which they happen to
have a location, is a basic and important one...

The semantic confusion of attributing to a location the
growth characteristics of the pole (industry) which hap~
pens to be located there has been made repeatedly.

Most authors on growth poles agree that in order to act as
a pole the industry under consideration must satisfy the
three criteria of large size... a rate of growth faster
than that of the ecgﬁ?myu. a high degree of interlinkage
with other sectors." ‘
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A

larger than average size, nor because of its higheE\gulti—
plier, but because it was an innovation.**30 M.p. Thémas
(1969) makes several key obsegvations in reference to
innovations. These are namely:

"First, it may be helpful for us to think of
innovations as contributing to the continued
growth or establishment of growth poles in sev-
eral ways - for example,

1} by improving the competitive position of
industries in which they are adopted.

29 by making it possible through the develop-
ment of new products to establish new indus-
tries in the growth pole, and

3) by making it possible to establish indus-
tries that for economic reasons could not
have been previously located in the pole.

Number (1) is relevant with respect to the

pole's existing industries through time, whereas

(2) and (3) focus on the pole's need angfquest

for new industries if it is to endure.”

»
Practical applications of Perroux's theory have oc-

curred more frequently in the developing countries of tire
world. The idea that a centre or pole could be estab-
lishgﬁ»in 2 selected region, with expectations that the
resuitant benefits would approach those as found in the
cities of/the developed countries, léd to the belief that
this structural form of development would prove to be most
advantageous to these countries. Curreat literature of-
fers several examples of the adoption of a growth centre
strategy in developing countries, (Salih, Pakkasem, Lo,

Honjo, Mathur). Apparently, not all applications have

¥ The emphasis upon an 'innovation' as being a key s
element within growth pole discussions is germane to pre-
sentations to be introduced in future chapters.

re Avein . L T S R I .
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been successful. An-Jae Kim, for example, in his study of
South Korea cites:s

"Wwhile this basic aim [rapid industrialization]

of the development strategy has, by the usual
- indicators of growth, appeared to have been

achieved, a number of problems such as depen-

dency on external sources for food and raw mat-

erials and heightened interregional inequali-

ties, hgge put a slight dent in this success

model."

No review of the growth pole concept would be com-
plete without passing reference to other 'theories’ that
have been introduced following Perroux. The concomitant
theories of G. Myrdal (1957) and A.0. Hirschman (1958)
employ similar phraseology in expressing the concept of
regional development. Myrdal uses the terms 'backwash’
and ‘'spread effects' to describe the negative and positive
spatial consequences of economic activity within a region.
Hirschman refers to ‘polarization' and ‘trickle-down'
effects in describing similar situations. The basic dif-
ference in ideology stems from Myrdal's viewpoint of advo-
catihg strdng government intervention to effect changes in
the economic and social environment.33 --Hirschman, on the
other hand, believes more in the free enterprise sytem.

N
This sytem, be believes, will induce business investment
into the ~economy as manufacturers seek to increase pro-
fits. ﬁventually, industries will spin off into periphe-’

ral or backward locations resulting in benefits to these

areas.3* Hirschman’s proposed ‘developed north' and

i
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‘underdeveloped'’ south was embodied into J. Friedmann's
(1972) version of ‘core' and ’periphery‘.35 The 'core’
took the place of 'developed north' and 'periphery' from
‘underdeveloped south’'. This core-periphery model was
basically an elaboration of the theory of polarized deve-
lopment.

These ‘theories’ were mentioned briefly to make the
reader aware that seldom does any theory stand by itself.
By this ~is meant that other Ee_sea‘rﬁchers. no doubt, look to
enhance or givgﬂgqgg enrichment to the initial theory, yet
at the same tim;;x:o‘und their own points of view. For an
example of this the épposing views of Myrdal and
Hirschman, regarding gobernment assistance to industry,
might be viewed as a challenge to Perroux who advocated or
assumed a certain degree of governmental assistance would
be provided in aiding businesses to become established.’®

This government Aassistance to industry appears tG&-Dbe
a trend within Canadian development and will be lookefl at
in subsequent chapters.37 The uniqueness of the Canadian
scenario will be defined within the boundaries of
Perroux's theory and not that of his contemporaries, al-
though many examples of how their theories may find a

better 'fit' will probably be jnost evident from time to

time. : B i
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The Product Life Cycle

Virtually all new products have a limited lifetime
before they are replaced by, or modified through, a new or
different innovation. Duriﬁg this lifetime the normal
progression is one of accelerated growth until some sales’
peak is reached, through time, then a decrease in salés is
visible as the demand for this product lessens. The
market for replac#ment par£s only is generally small.
Perroux recognized this when he wrote about industry
growth. He saig, :Their rate of g;owth, accelerated at
first during a series of periods, attains a limit, past
which they experience a relative decrease.*38 Figure 1-1
on the following page pictorially illustrates this pro-
ceggﬁ

This process; of the rise and decline of an innova-
tion, hag many far reaching implications upon the develop-
mental process of a growth pole industry. The product life
cycle of an item varies with demand for that particular
item, its general acceptability by t?e consumer, the de-
gree to which it replaces another pdoduct. and the aﬁount
of replacement unite that can be sold, over time. To ‘the
manufacturer this means a constant need or demand for new
products in order to remain competitive.

Normally, as an innovation leaves the drawing board

to become a production item, there is a heightened level

R e, =
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of activity within the manufacturer's plant. Possibly,
machines have to be modified, redesigned, or new ones
purchased in order to output the new product. As well,
there is an increased demand for workers to lock after
this new process. Once the machinery is in operation and
the workers in place then the laws of supply and demand
will come intb yﬁiﬁay, tom determine how much of this product
can be profitably outputted. Once the product has been
established in the marketplace, the degree to which the
manufacturer will reap a_higher profit becomes a function
of his manufacturing costs. One of these costs is the
annual salary of his workers. As the demand for his
product lessens then one means of decreasing his fixed
costs is to search for a 1ocation where labour is cheaper
than at %he existing site. While this is only one exam-
Ple, the same thought process would be involved when
looking for an area where local taxes, land prices, rent,
etc. would be possibly cheaper. The cumulative effect of
these measures, if a suitable location could be found,
could mean that the manufacturer might tend to move his
operation to the cheaper site or else establish a second
unit of production in that region. The decision as to
whetﬁgr or not to move to anew location is bothdifficult
and complex.

One necessary part of remaining in business is to be

Srem edam e B T TV R S
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able to have products that the consumer regquires. Throughi*
product developm?nt new prodﬁcts are brought into the
marketplace. This usually is perceived as an innovation.
The industry with the innovative product interacts with
the rest of the world in many ways, for example, a i&igh
degree of interaction or linkage has to take piaﬁe with
the supplier of the raw material in order to ensure that -
the material meets the specifications of the product.
Perhaps machine adjustments areurequired of a major order
in which case the manufacturer has to have interaction with
the supélier of his machinery. If new dies have to 5e
made, which is a certainty for a new product, tl;len perhaps
outside expertise will be required to design and test the
dies. This will mean a linkage with a tool and die su:p-
plier. The finalJproduct goes to the marketplace. This
means that a line of supply has to be maintained between
manufacturer and distributor. A higher linkage effect
will appear as the manufacturer sets out a campaign to
sell these items. This could mean interaction with var-
ious advertisement agencies, printers, writers, and the
like. Agair? a high level of linkages is assumed. No
manufacturer can exist in a vacuum. He has to interact
with other manufacturers, suppliers and customers in order
to remain in business. The Custom Profile Induéiry is no

exception to this rule. Because many of the items it

e e -
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produces are innovative, inasmuch as they have never
appeared'on the market in that particular material, for
example vinyl siding, a high linkage factor has to be
maintained between all parties in order to: market these
products. -

One of the-factors inherent within the decision mak-
ing process is the degree to which governments involve
themselves within the economic scenario. A part of most
governmental planning is to try to stimulate development
within backward regions. Canada, for example, has many
programs which are designed to aid and assist the more
backward areas of the country, (Walkef, 1980 and Lander/
Hecht, 1980). These programs can act as the catalyst in
the decision to seek other éﬁeaper locations. While a
growth pole industry, by its very nature, would not need
assistance from ocutside sources, the noticeable efforts by
governments to move some development into peripheral/hin-
terland regions, gives an added dimension to the growth
pole theory. The fact that assistance, usually financial,
is available, makes it e;;ier for the manufacturer to make

the move to other areas.

Summary
Perroux's original hypothesis, that development takes
place in selected centers through the vehicle of an indus-

trial growth pole, has been widely incorporated into lit-
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erature. While this concept of growth has found favour
within the academic community, from a pragmatic point of
view it has suffered from applicatiéns within the real
world. One area where some degree of success has been
observed is in the underdeveloped naticons of the world,
although this is far from a total success story. VThere "
- does not appear to be one clear-cut strategy that embraces
all the possibilities of the theory as it is used in prac- _ |
tice.
Perroux's early writings were basically concerned

with industrial activites as found in economic space. He
contended that this economic space escaped all carto-

graphy. His later writings broadened this concept to

include the idea of geographic space. ’

Perroux's idea that innovations lead to developﬁent.

and eventually to eirn more development, is oné—perspec-

tive which this research intends to look at very closely.
However, one major problem in studying the various seg-

ments of the PVC industry, in terms of size, sales, and
employﬁent, is the fact that there is no individual Stan-

dard Industrial Classification (SIC) for the compbnents

which go to make up the specific Plastics Industries.

Rather, in a somewhat loose manner, all the various com=-

panies or processes are lumped together under the overall

classification of SIC 165. This eliminates the possibi-
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1ity of being able to use Statistics Canada data for the

" Profile Industry. However, for this study, data supplied

by different segments of the industry should prove ade-
guate in helping to test the basic hypothesis whether it
can be considered a growth industry.

- The uniqueness of the materials used in the manufac-
turing process by this industry plus the innovative nature
of the final end products, leads towards a high level of
interaction, or linkages, between the business in ques~
tion, the raw material suppliers, the machinery manufac-
turers, the tool and die makers, the distributor and the
consumer. Many of these finished products come about from .
specifications in architecturél designs, so that this is
one example of a somewhat unusual area within which 1ink;

ages might be found.
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CHAPTER III ‘

METHODOLOGY ‘1

The Metropoitan Toronto region is, withcutﬁquestion.
recognized as a growth centre within Southern Ontario.
The decision was made to address this area asﬁthe focal

/
point of the study as this is where the majorhty of the
Custom Profile Extrusion businesses have tra#itidnally
located. |

As the writer had been associated ;ith qembe%s of the

‘ 3
Custom Profile Extrusion Industry, while employed at B.F.

Goodrich Canada Inc. (1959-1980), in part as =Supervisor of
Customer Service for the Chemical Division [{“969-1972),
then as Manager of Market Research (1976-1980{}‘3\), ari a
priori knowledge about this ihdusi:ry had alre%dy been
formulated. :

In the preparation for this research renewed acquain-
tances were made with membexrs of The Society of Plastics
Industries (SPI). This agency is the recognizea spokesman
for all the industries associated with the plasf.ics'
field. With the help of SPI a tentative list of Custom
Profile companies was established. This list waé amended
and expanded by suggestions from Mr. M. McClardié; of PV
Trim Ltd., by Mr. R. Verrall, formerly of Creator}g Canada

I

Ltd. and by Mr. B. Richmond, Divisional Sales Manager

I
(Chemical), at B.F. Goodrich Canada Inc. These aytlditions

41 i
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e

were necessary as only those companies which were in
existence during 1980 were being considered in this re-
search. Since 1980 some firms had gone out of business,
or had moved to new locations and several new companies
had joined the ranks. Some firms, which were éxtruding
profiles, such as pipe, weX¥e, however, excluded from this
research as they did not constitute a part of the profile

industry per se. For example, as can be noted from Table

1-3, the producers of Pipe and Fittings are listed separ-
ately from Profile .Extruders. Their size differentiates ,
them into a different category. * - ‘

In all, some forty companies wére identified as be-
longing té the PVC Profile Extrusion -category. (A list of
these companies is contained within Appendix E). ©Of these
companies, thirty-three were interviewed over a four month
period. The purpose of these interviews was to obtain e
first-hand knowledge about the industry in general and
about the operation of the specific company in more de-
tail. As a part of the interview a questionnaire was
given to a senior member of each company. Those companies
which were not interviewed were mailed a questionnaire.
In all, some twenty-eight companies responded to the ques-
tionnaire. The interviews and the data from the question-

naire form the major material which was necessary to

explore the idea whether or not this industry segment

.
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fulfills the requirements to be a propulsive factor in a

‘growth pole concept.

&

~-In orfler to gain some background to the Metropolitan
region a meeting was arranged with Mr. Ken Craig, P. Eng.,

Industrial Development Consultant of the Toronto Area

" Industridl Development Board. The information provided

proved to be invaluable, inasmugh as it gave a detailed
macro overview of the industrial areas both within the ]
City of Toronto and the peripheral/suburban regions. (A
map showing these indus;rial sites is detaile;icin Appendix
A). These industrial désignated areas gave an overview as
to the scope of site possibilities that any manufacturer
could have access to, thus proving that it was not a lack
of site availability which was the prime cause for the
Custom Profile Industries having moved from the region.
The Industrial Development Board is a key to planning the
success of future growth within the Metropolitan Toronto
"area. It, along with the Steering Committee on Economic
“Pevelopment, advocates the policies which‘ are directed to
maintaining and increasing the viable nature of the Metro-
politan area.

In order to determine the scope of both Federal and
Provincial wprograms a\{ailable to assist industry, the
Department of the Ministry of Industry was contacted.

(The programs are tabled in Appendix B). From the view-
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point of the manufacturer it is important to be aware of

. of expanding its operations}int; new regions, or proposing
to enlarge in situ, the importance of the worth to the
manufacturer should not be overlocked. Competitors also
have the same advantage to avail themselves of these same
programs. Also, any entrepreneur can elect to avail him-

| »
self of these programs to establish a new plant, provid-

ind, of course he can meet the requirements as detailed
throughout Appendix B.
| Aggregate statistical informatiom on the Plastics
Industry was dbtained from various Statistics Canada pub-
lications. Specific reference to these and various Stand-

ard Industrial Classification (SIC) codes will be detailed

: in following chapters. While specific information under a

% special SIC code is not avilable for the Custom Profile

\; members, per se, the relevancy of being able to relate at

least the total plastics market to other markets, in

| particular the total Goods Producing Ipdustries, was felt
to be pertinent to the direction of the study. Not only
do statistics provide a degree of measurement for prodqcts
produced within a country by they also point out the

. problem of imported products, of a like nature, which
could have been manufactured in Canada.

A further method used to obtain information con=-

these programs. whethér a particular company is thinking -
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cgrning the Plastics Industry and, in particular, the
group of firms under study was an analysis‘of those indus-
tries which were supportive, or thought to be supportive,
of this group. If a growth pole industry exhibits centri-
petal forces, i.é. a pulling towards it of a certain
beneficial element or elements, then the following ad-
juncts to this industry must qualify as being representa-
tive of those forces. A review of the following suppliers
was detailed in order to establish both their connectivity
and their relationship to the PVC profile gréué. These
industries were comprised of:

1. Mold, Tool and Die Makers,

2. Materials and Suppliers,

3. Machinery and Suppliers.

It was felt that a strong relationship would exist between
these supplying industries and the Plastics Industry. If
this held true, then at least one’criterion. that of
centripetal attraction, woﬁld have been determined. Theﬂ
data to support this hypothesis will be forthcoming from
the'reoults of the questionnaire.

The information gathered from the various sources was
used to construct a iogical portrayal of the Custom
Profile Extrusion Industry as it appeared in 1980. Pre-
"sented in subsequent chapters will be the results of the

analysis of this industry. For the most part the Tables

e
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*

offered in evidence of the findings will be explained in
more detail. The techniques used to analyze the relevant A

data include: percentage distributions, graphics, weighed :
results, estimated averaging and estimated growth cui'ves. ' |
Because there is no;; an unlimited amount of data readily
available, certain assumptions from the data that is
available will have to be made. These assumptions will be
postulated on what is felt to be prime evidence, as sup~

wlied by the members of the industry in their responses to

the questionnaire. , The results obtained from an analysis

i

of the questionnaife will be reviewed as to their 'rele-~
vancy to Perroux's theory. An explanation of why the , ‘
results conform to the theory will be detai.léd. or conver-

sely, why they do not.

l
s —J
p— PETE - s et e



CHAPTER IV

CHARACTERISTICS OF THE GROWTH POLE INDUSTRY

Theoretical Perception

In Chapter 11 the ideas relating to the life cycle of
a product were introduced. While a few companies may rely
on only one product, most firms try to market several
products. However, most products have only a limited
lifespan. They are replaced by either more competitive

1
materials or else by a new innovation. Within the context

of the Custom Profile Industry the adaptability to pro-
ducing new products is the key to an endurance wit}:in the
marketplace. In terms of where this industry stands, in
the product life ;:ycle, depends upon the particular pro-
duct. As there are many different products the industry,
by and large, is at varying pointg within the cycle at any;
moment in time. For example, while window components are
exhibiting a very strong growth curve, replacing wood, the
market will eventually reach a point where a decline in
saleg will be evident. For many companies in this indus-
try, progress has been escalating year by year as more and
more products have been converted into PVC. Whether or
not the upper limits of this conversion process have been
reached is difficult to determine as a new breakthrough
could happen at any time. However, many manufacturers feel

that even though total sales will continue to escalate for

47
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several years to come, the immediate horizon is not re-
plete with new products that can immediately be converted
into the PVC process; For this reason they feel that they
are possibly at the heigizt of the growth cur' at the
present time. Once many of their productd run the cycle
then their sales will decline to a point where it will be
unprofitﬁble to continue further production. Future suc~
cesg will come in the form of néW'innovations for their
procésa. Perhaps with this in mind many of thesgse manufac-
turers are looking to find locations which, overall, will
offer opportunities to lower their operating costs. If
this is true then a shift within this industry should be
readily visible. This would take the form of a directio-
nal shift to some particular region that, for whatever
reason, is perceived as offering lower costs to the manu-
facturer. Perroux summarized this decline of an industry
when he said. "Speculation... is reduced... and shifts
elsewhere."! While this industry sggment is not, in 1980,
in a decline the long range speculation is that this could
be one likely scenario. It is within this context that

empirical evidence of a visible shift in manufacturing

will be detailed.

Empirical Evidence

For the Canadian Plastics Industry, as a whole, the
]

I
number of companies and workers involved are presented in

P i e e i o el meme % e ol e e
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TABLE 4-1 . T

NUMBER OF COMPANIES AND WORKERS

IN THE PLASTICS PROCESSING INDUSTRY

Region Number Percent Number Percent
or of of of of
Province Companies Total Workers Total
Maritimes 19 1.5 762 1.0
Quebec 265 20.6 13,476 18.3
Ontario 775 60.2 51,965 70.6
Prairie 142 11.0 4,961 6.8
B.C. 79 6.7 2,390 3.3
Total 1,287 100.0 73,554  100.0
Source: Developed from 1982 Directory & Buyers' Guide.
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TABLE 4-2
DISTRIBUTION OF PLASTICS COMPANIES
AND WORKERS IN ONTARIO
NMutber  Percent Percent Number - Percent Percent
of ‘of of - of of of

Region Canpanies Ontarico Canada Warkers Ontario Canada
ntario 755 100.0 60.2 51,965 100.0 70.6
Canada 1,287 — 100.0 73,554 — 100.0
Metro
Toronto 307 39.6 23.9 21,845  42.0 29.7
25 Mile Radius
from Toronto 474 61,2 36.8 29,311 56.4 39.8
Region between
Metro Toranto
and the 25 Mile
Radius

167 21.5 13.0 7,466 14.4 10.2

Source: Developed from 1982 Directory & Buyers' Guide,

and Table 4-1

»

The average number of workers per company can be
derived from the above Table. These are:

All of Canada, 57. Metro Toronto, 71.

25 Mile Radius from Toronto, 62.

Region between Metro Toronto and the 25 Mile Radius, 4S5.
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Table 4-1. Ontario exhibits the greatest ﬁajprity of
companies and workers in this industry with 60.2 per cent
and 70.6 per cent, respectively. But where in Oqtario are
these companies located? Tablé 4-2 supplies, in part, the
angwer. As can be seeri from this Table, 39.6 per cent of .
the companies are situated within Metro Toronto and-a
farther 21.5 per cent within a distance of twenty-five
miles. This leaves 38.8 per ceﬁt of the coﬁpaniea‘in the
rest of the province., These figures confirm the high
concentration of the industry wiihin greater Toronto.
Similarly, the number of workers employed in this industry
are also concentrated as shown in Table 4-2.

Even though 61.1 per cent of these firms are situated
within greater Toronto this means~ that, conversely, 38.8
per cent are ;ocated ocutside of this region. This diffu-
sion from the grow%h centre confirms Perroux's hypothesis
that a decentralization oc¢ccurs at the' end of the growth
phase of a growth pole. The question arises as to whether
this movement of industry would affectfthe well-being of
the Metro Toronto region? As evidence that it is of vital
concern to the Metro Toronto area the following evidence
is presented.

In a report issued in November, 1980, the Toronto
Steering committee on Economic Development2 saw as its

task "... the creation or retention of jobs through sup-




porting the development of new or the retention of existe

-—. ing industries."? 1In the report they also identified five

R 14
adverse trends upon the Metlo Toronto area. These trends

were the following:

- (a)

Vv

- (b)

(c)
(d)

(e)

the decline of manufacturlng as a source of
employment, -

shift in investment to resource development
in Western Canada, -

inflation,

high rates of unemployment, particularly in
specific sectors of the economy.

negative attitudes between municipal gov-
ernmgnt and business and industrial lead-
ers.

They go on and state that, "... these trends have

created the following serious problems for Metropolitan

Toronto.

1.

2.
3.

5

a slowdown in the growth rate of assessment

resulting in increased municipal property
taxes,

rising costs of municipal services,

an unwillingness of the private sector to
invest in Metropolitan Toronto.

The report also gives an economic scenario of the Metro-

politan Region. Following are a few of the highlights:

(a)

(b)

employment in large firms (20 or more em-
ployees) represents only about one half of
total employment.

between 1975 and 1979, total employment in
the Toronto C.M.A. (Census Metropolitan
Area), increased from 1.3 million jobs to
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1.5 million, or by 40,000 jobs annually.

(c) over the next decade, growth in manufac-
turing employment will take place increas-
ingly in the surrounding regions and in
other urban centres in Ontario and Canada.

(d) the future growth of Metropolitan Toronto's
economy is tied to the service-producing
industries, transportation and
communication, trade, finance, real estate,
personal and buginess services and public
transportation.

The concerns expressed by this committee obviously are
intended to cover all the industries within the Metro
region and not specifically the Plastics Industry. How-
ever, their report clearly demonstrates that industry is
vacating the Metro Toronto region. From the standpoint of
the Plastics Industry although the Metro Toronto area had
39.6 per cent of the Plastics Companies within it, (refer
‘Table 4-2), from their discussions it would tend to re-
flect the concern that this may not be the situation over

the next decade.

External Economies

L
External economies are perceived as those factors,\
within an:economy, which impact upon any industry and
where some interaction, from a socio-economic perspective,
takes place between them. Normally, an industry does not
have control over these factors, for example, an increase

in raw material prices, but is affected by these actions

to some degree or another. However, if the industry

———— - . - At domn < it Sl & e A e PR P [ T P ES VU
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doubles its requirements of materials from a supplier,
tﬁen it is helping to disrupt these external economies,
with varying repercussions to the supplier in general.
Perroux brings into his discussion on growth poles
the consequences of external economies. He makés the
distinction between firms operating, "In the general

equilibrium of perfect competition..." where price is,

"... the sole indicator by which its decisiona are bound to

those of other firms; firms are interdependent only t
through pr:i.c:t.e‘,"8 to the situation, “... in which the |
profit of one firm is a function of its own sales, its

purchase of inputs, the sales of another firm, the pur-

chase of inputs by another firm."? He goes on to say,

"<.. the two firms are no longer connected only by way of
price; they are also connected by sales and by the pur-
chase of inputs.""lo The Plastics Industry, both as a
pugghaser of raw materials and a seller of various finished
ﬂtgducts. exhibits such connectivity and int¥racts to a
high degree of visibility with other industries. Table

4-3 lists three industrial sectors with which a high
degree of interaction occurs. Changee¢ in inputs by the
Plastics Industry will impact directly upon these sup-
plying industries. These impacts could be positive or

negative. An increase in raw materials purchased would be

Tt e
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TABLE 4-3

LOCATION OF SUPPORTIVE INDUSTRIES

OF THE PLASTICS INDUSTRY IN CANADA

Region Mold, Tool Materials Machinery
oar & % & % & 3
Province Die Makers Total Suppliers Total Suppliers Total
miﬁnes bt — 1 -4 1 03
Quebec 25 11.2 50 21.8 48 14.5
Ontario 187 83.9 171 74.8 258 78.0
»
Prairie 4 1.8 4 1.7 12 3.6
B.C. 7 3.1 3 103 12 3'6
Jotal 223 100.0 229 100.0 331 100.0
1982 Directory & Buyers' Guide

Source:

[ T Bt < et e e 1 e
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perceived as a positive impact;‘a lower amount of pur-
chases as a negative impact. In terms of where these
supplying companies are located, Table 4-4 provides part
of the answer. Collectively, over forty per cent of these
companies are located within Metro Toronto, with Materi.alsi ﬁj
& Suppliers accounting for 47.4 per cent and Machinery &
Suppliers accounting for 44.6 per cent. The region bet-
ween Metro Toronto and the twenty-five mile radius ac-
counts for 29.8 per cent and 27.1 per cent, repsectively,
of these same suppliers. >From the similar concentration
to the Plastic Industry one can hypothesize a higﬂ degree
Of connectivity between the members of the Plastics Industry
and these Supplying Industries. However, the fact must be
kept in mind that these industries also service other
firms as well as the members of the Plastics Industry.
This interaction with these supplies can be viewed as
lateral linkages to the PVC industry as they are sup-
portive of the plastic fabricators. These linkagé£ are
deemed necessary if the PVC fabricator is to be supplied
with machinery, tools, and parts. The evidence given in
Table 4-4 suggests that a high degree of linkage exists
between the supportive industries and the PVC industry.
One possible reason for a close lifik between sup-
pliers and producers is the high volumes of raw materias

that are purchased by the Plastics Industry. Table 4-5
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'TABLE 4-4 ‘ y

NUMBER AND LOCATION OF &

'PLASTIC SUPPORTIVE INDUSTRIES IN ONTARIO

§
' Number Percent Percent
. of of of
Industry Companies Ontario Canada
Mo}d. Tool & Die Makers (A) - 187 100.0 83.9
" Materials & Suppliers (B) - 171 100.0 74.7
Machinery & Suppliers (c) 258 " 100.0 77.9
Metro Toronto " {(B) 61 32.6 27.4
(B) 8l 47.1 35.4
(c) 115 " 44.6 34.7
. 25 Mile Radius . (A) 90 48.1 40.4
of Toronto )
. (B) 132 77.2 57.6
(c) 185 71.7 55.9
Region between a2 15.5 13.0
Metro Torornto and
the 25 Mile Radius
(B) 51 29.8 22.3
() ‘ 70 27.1 21.1

Source: Developed from 1982 Directory & Buyer's Guide,
and Table 4-3. ’
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TABLE 4-5

CANADIAN APPARENT CONSUMPTION OF MAJOR PLASTIC RESINS &

MATERIALS (MILLIONS OF POUNDS)

Total
Apparent
i Canadian Canadian
' - Material Type Production Imports Exports Consumption

Low Density

i

| Polyethylene 968.4 57.4 242.7 "707.7 !

!

5 High Density ;

' Polyethylene 447.8 '81.6 143.4 357.4
Polypropylene 233.5 39.7 61.8 - 211.8

’ ABS 81.6 8.8 2.2 88.2
e Polystyrene &

Styrene
Copolymers 242.7 75.0 22.1 295.6
Poly Vinyl
Chloride 419.1 64.0 68.4 397.1
Polyester, \
Unsaturated 59.6 4.4 4.4 52.9°
Total 2,452.7 330.9 545.0 2,110.7
Other Resins + 536.4 428.9 24.1 949.0
Grand Total 2,989.1 758.9 569.1 3,059.7

Poly Vinvl

Chloride (PVC)

as a per cent .
of the

G6rand Total 14.0 8.4 12.0 13.0

Source: 1982 Directory & Buyers' Guide, page 6, chart 1.

L2




shows the quantity of major plastics that are produced,
then consumed, by the Plastics Industry. The nature of
these various plastics is that for every pound that is
sold, in the raw material form, through conversion an
equal amount of finished product is generated. While some
may be lost due to scrap, most if not all is recoverable.
The area with which this research is concerned is PVC.
From '1‘ ble 4-5 it is evident that as a percentage of iotal
plastics\production, PVC accounts for 14.0 per cent of all
plastics that are produced in Canada; 8.4 per cent of all
plastics imports; 12.0 per cent of all exports; and 13.0
per cent of the overall market.

This interplay which takes place between indugtry and
supplier proposes a degree of linkage between them. For the
PVC industry this represents a backward linkage to his
supplier, in this case for PVC resin or PVC compound, for
the raw materials which he needs in order to output a
finished product. This linkage will be influenced by, the
amount he buys, the price he has to pay, and the avail-
ability of a secondary source. The PVC industry might
also elect to iﬁport its raw material needs from such®
places as Japan, Germany, on the U.S.A. The degree of
linkage to each place wiil again depend upon the volumes
that he purchases. From this it can be seen that the

linkage factors not only operate from an in-country point

R e et b« Pt < s - R
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of view but also from sources external to the country. The
degree to which purchases are increased or curtailed will
have a.direct bearing upon the manufacturing output of the
PVC supplier.

The impact upon the resin producers can be seen from
Table 1-2 presented in the introduction. PVC capacity has
increased from 260 million pounds in 1978 to 660 million
pounds in 1980. Also, the VCM“capacity increased, in the
same time period, from 200 million pounds to 500 million
pounds. Without getting into the technical details, it is
fairly obvious that this increase in demand for the raw
material, PVC resin, has had positive impacts at that
level of production. This increase in resin output is
directly attributable tc the rising levels of demand by
the Plastics Processors. As such, there is definitely a
high degree of connectivity between supplier and end user.
This connectivity offers a substantiation of Perroux's )
concept of a 'key’ industry. As he stated, “This is an
industry [a key industry] which has the property, when it
expands its sales (and its purchases of productive: ser-
vices) of increasing and sales (and purchases of services)
of another or several other industries.”!! 1In this case
the Plastics Industry would qualify as the 'propellent'’
industry and the PVC raw materials manufacturers as well

as the wholesalers and retailers would be examples of the
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‘impelled’ industry. The PVC raw materials supplier also
has linkages to his supplier of monomer, which in turn can
impact upon the production, (more properly, the amount
converted from natural gas or oil) of the base raw material.

From a standpoint of forward integration the Custom
Profile Extrusion Industry can have an impact upon the
linkages that it ‘n;s created with the wholesalers and
retailers that sell the ’finiahed products. An innovative
product, guickly éccepted by the consumer, can have sub-
stantial repercussions upon the dealer. The most classic
example would be that of the hoola-hoop, a fad which
generated high profits for the dealer in a short p'eriod of
time. However, the majority of products do not fall_ into
this type of category. The acceptance, for example, of
innovative products, such as window components, lead to
an upsurge of business for the dealer. 1In this sense,
there is a very pigh degree of linkage between these
dealers and the Custom Profile industry.

The fact that the Plastics Industry also produces a
growth stimulus in firms is revealed in Table 4-6. Since
1971 the total domestic market has risen from 1.2 billion
dollars to 5.0 billion dollars in 1980. The;e fabricators
sell many of their finished producte to wholesalers and
retailers. In this manner these products impact upon the

overall success of their businesses. These market figures
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TABLE 4-6

ESTIMATED CANADIAN MARKET FOR PLASTICS FABRICATORS

(BILLIONS OF DOLLARS)

Year Shipments Imports Exports Domestic Market

1971 1.00 .25 .05 1.20
| 1972 1.19 .29 .07 1.41
| 1973 1.48 .36 .10 1.7
1974 1.92 .5 .13 2.38
1975 1.91 .54 .1 2.34
1976 2.20 .63 .14 2.69
1977 2.45 .77 .20  3.02
] 1978 3.1 .86/ .26 3.71
; 1979 3.92 1.05 .36 4.61
| 1980 4.30 1.14 .44 5.00

Source: 1982 Directory & Buyers' Guide, page 6, chart 3.
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introduced in Table 4-6 also support the hypothesis that
this industry constitutes a growth industry.

To qualify as a growth pole industry, the firmor

group of firms under investigation must gualify, according

to Perroux, as a 'key' industry. Evidence that the Plas-

tics Industry qualifies as a 'key' industry is provided in

Tables 4-7, 4-8, and 4-9.

In Table 4-7 a comparison is made between the natio-
nal output of Goods Producing Industries and those of the
Plastics Fabricating Industries, as measured by Gross
Domestic Product (GDP). Since 1975, which incidentally
was not a banner year for the Plastics Industries because
of raw material shortages created by the so-called oil
crisis, the Plastics Fabricating Industries have captured

an ever increasing share of GDP. The figures are fairly

P )
self evident and help to support the hypothesis that this

industry is a ‘key' industry in Canada. Table 4-8 shows
the market shares using the market as defined by SPI. The
Statistics Canada figures, detailed in Table 4~7, are not
a true picture of the output of the Plastics Fabricating
Industry. Some plastics' producers are registered in
categories other than SIC 165 as their primary function is
other tﬁan Plastics. One example of this v;ould be the
Wire and Cable Industry. While wire is coated with PVC,

their initial production is for products made into wire
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TABLE 4-7 - Py
. GROSS DOMESTIC PRODUCT BY INDUSTRY
CURRENT DOLLARS
{MILLIONS)

Plastics
A B Fabricating

. Total Non Plastics Industries

Goods Durable Fabricating as a

Producing Goods Industries Per Cent of:

Year Industries’ Industries (SIC 165) A B

1975 60,051.8 15,750.6 1066.3 1.8 6.8

1976, 67,559.5 17,696.0 1227.3 1.8 6.9

1977 73,973.4 18,602.8 '1370.7 1.9 7.4

1978 83,079.4 20,796.5 1682.8 2.0 8.1

1979 99,095.3 23,430.4 2126.0 2.1 2.1

1980 110,296.5 25,817.5 2427.6 2.2 9.4

Source:s Gross Domestic Product by Industry, Statistics
Canada, Catalogue 61~213, Table 1, pp. 2-3 and

Table 3, p. 22.
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TABLE 4-8

MARKET SHARES FOR PLASTICS FABRICATORS

-CURRENT DOLLARS

(MILLIONS)
Plastics
A B Plastics Fabricating
Total Non Fabricating Industries
Goods Durable Industries as a
Producing Goods Refer to Per Cent of:
Year Industries Industries Table 4-6 A B
1975 60,051.8 15,750.6 2,340.0 3.9 14.9
1976 67,559.5 17,696.0 2,690.0 4.0 15.2 ,
1977 73,973.4 18,602.8 3,020.0 4.1 16.2
1978 83,079.4 20,796.5 3,710.0 4.5 17.8
1979 99,095.3 23,430.4 4,610.0 4.7 19.7
1980  110,296.5 25,817.5  5,000.0 4.5 19.4
Source:* Developed from Tables 4-6 and 4-7.
g e— -




T T cepty

66

cable. In this case their production would be reported in
another category for SIC identification. While the esti-
mates of the Canadian plastics market, provided in Table
4-8 and taken from Table 4-6, may not be totally correct,
they are probably closer to the true picture of the Plas-
tics market in Canada than those stated by Statistics
Canada. Regardless of which values are more or less
correct, the results shown in Table 4-8 reinforce the
findings in Table 4-7, ‘only to a much greater degree. The
results definitely point to the fact that; this industry

does qualify as a 'key' industry, within Perroux's con-

Perroux, in speaking of the propellent industry, says
that, "They have... rates of growth of their output higher
than the average rate of growth of industrial output and
of national ou:nl:p'u’c,.“‘12 'It has already been demonstrated
in Table 4-8 that output in this industry versus the
national output has increased at an accelerating rate. 1In
fact, looking at the output in Non Durable Goods, the rate
Qf growth has been from $15,750.6 million in 1975 to
$25,817.5 million in 1980; or, an increase in output of
63.9 per cent. 1In the same time frame the Plastics Fabri-

cating Industry had an increase of 113.7 per cent. The

latter rate is nearly twice the national average.
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» TABLE 4-9

ANNUAL GROWTH OF PLASTICS FABRICATING INDUSTRY COMPARED

TO GNP
Millions of Per Cent Growth
Current Dollars Over Preceeding
- Year
Plastics Plastics
Fabricating Fabricating
Indusyries Industries
Year GNP SIC !;ﬁs) GNP SIC (165)
’ 1971 94,450 540.4
e
————— 1972 105,234 $45.5 11.4 . 19.4
. 1973 123,560 799.2 17.4 23.8
j 1974 147,528 1056.4 19.4 32.2
i 1975 165, 343  1066.3 12.1 .9
1976 191,031 1227.3 15.5 15.1
1977 208,868 1370.7 9.3 11.7
’ 1978 230,353 1682.8 - 10.2 22.8
1979 261,961 2126.0 i3.7 26.3
1980 289,859 2427.6 10.6 14.2
~
1971 ~ 1980 increase ) 206.9% 349.2%
Source: Canadian Statistical Revue, Statistics Canada,

Catalogue 11-003E, November 1982, p. 8 and Gross
Domestic Product by Industry, Statistics Canada
Catalogue 61-213 and 61-1005.




Gross National Product (GNP) is frequently used to
measure a country's prosperity, or lack of it. Table 4~9
compares recent GNP growth of Canada with growth in the

Plastics Fabricating Industries. At the national level,

" GNP has increased from 1971 to 1980 by 206.9 per cent;

while that of the Plastics Fabricating Industries in-
creased by 349.2 per cent. These results help to confirm
the hypothesis that this industry has growth faster than.
the national average and thereby qualifies as a 'key'
industry.

Another observation that Perroux makes is the affect
of pricing policies by the propellent industry. He says
that, "The propellent industry can increase its sales to
utilize its fixed capital more fully... it can make fur-
ther price reductions inducing further increase in the
s;les of the impeTTed industries.”}3 The empirical evid-
ence to partially support this hypothesis is found in the
Industry Selling Price Indexes for Canadian industry.
Figure 4-1 shows the results, on index, of price increases
for certain industry segments from 1971 to 1980. Within
the last decade prices have tended :to increase fairlf
rapidly. Yet,“ even though prices in general have been on
the increase, the Plastics Fabricating- Industry has in-
creased least in price when compared to other products.

This perceived lower pricing position may have been one

e — J e - ke e e A raetet e SO TS mt s
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Figure 4-1
COMPARATIVE SELLING PRICE INDEX
INDEX
1971=100 c
300 - o
~= A All Manufacturing
280 - ~-- B Plastics Fabricating Industries /-
— G Wood Industries i
-+ D Primary Metal - :
260 -
240 -
220 -
2004
180 =
160
140 -
120 -
100 =
80+ LI T 1 I 1 T ' 1 T -
1971 72 73 74 15 716 717 78 79 80
YEAR

Source: Statistics Canada 63-224 (1976}, P. 40,
Table 1-14, and 63-224 (1982) p. 54,
Table 1-25.
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positive force that has allowed thié'industry to make the
gains that it has during the past decade. From the evi-
dence of Figure 4-1 it would appear to heavily support the
theoretical discussion that lower pricing has pgssibly
helped this industry to achieve more sales, and, at the
same time has shown a relationship to Perroux's hypo-

thesis.

Summar Y

The main thrust of this chapter was to present valid
empirical evidence to demonstrate that the Plastics Indué*
try is truly representational of a growth pole industry.
Its physical location in space is within the growth centre
of Metropolitan Toronto. The initial discussion of the
growth centre was injected to give anvéverview of the
industrial nature in the Toronto region during 1980. Evi-
dence was introduced to show the high degree of concentra-
tion of industries and workers within the Metro region.
Yet, at the same time, a diffusion of industry into peri-
pheral regions was also noted. Discussion was cénteted
around the possible impacts of this noticeable dispersion
upon the industrial well-being of Metro Toronto. One
reason why this shift was taking place was possibly be-
cause of a perceived directional shift occurring within
the product 1ife cycle of the Plastics Industry. While

still in a growth stage, in 1980, certain manufacturers
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felt that perhaps the tﬁtpu growth may not be as rapid as
" in the past, hence a need to look for alternative, less
exponsivg‘d gi@el. /.

: Extofnal econoniss were introduced and related to
l;c}:roux’n perception of them within a growth polo concept.
Bvidence was presented that showed a high degree of intai'-’
action between the Plastics Industry, resin suppliers, and
retailers and vholesalers. . The degree of linkage which
takes place betveen the various entities and the Plastics
Industry, either as a backward, forward, or lateral link-
age strengthens the ties batwaen these groups. The idea |
of linkages ‘botvun industries forms a mjor'cyaractoria-
tic o? Pgrfoux'u theory,

~The dctormining factorn which underlie the notion
of a 'key' induutry were auninod in detail and supportive

evidence was introduced to aubltantiato that, on the

vhole, the Plastics Industry did qualify as a 'kiy' indus-
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felt that until fresh evidence is produced to the con-
trary, that the argument presented within the body of the
chapter substantiated the point of view that the Plastics

Industry can be conoidorod as a growth pole within the

industries of Ontario.

]

é‘”‘

B ‘?’3‘,;;“
«I;: L5

-\d‘

;h‘,ﬁa,,

e e —

Rt



8.

10.

11.
12.
13.

o e e 8, BRI NT ST WY ey MO o i g e e e e e e e e "

73

REFERENCES FOR CHAPTER IV

Perroux, F. (1955), “Note on the Concept of Growth
Poles." 1In I. Livingstone, (ed.) Development
Economics and Policy: Readings. London: George
Allen & Unwin, 1981, p. 182.

Municipality of Metropolitan Tordnto. An Economic
Development Strateqgy for Metropolitan Toronto.
Nov. 1980, Toronto: By The Steering Committee on
Economic"Development.

Ibid., p. i.
.
Ibid.
Ibidt' pt ii.
Ibid., p. 10.

. Personal interview with Mr. K. Craigqg,

Industrial Development Consultant for the Toronto

Area Industrial Development Board. Toronto,
. July, 1982.

Perroux, op. cit., p. 183.

Ibid.

Ibid.k

Ibid.; p. 184.

ibid., p. 182. .

Ibid., p. 184.




CHAPTER V

EMPIRICAL INVESTIGATION OF THE PROFILE INDUSTRY

-

Ix% g?xapter II, page 20, reference was ‘made to the
contribut;.on of Schumpeter to Perroux's theory. Three of
the causal actions which he proposed, as being the innova-
tive forces behind development, will be examined; specifi-
cally as they apply to the Custom Profile Extrusion Indus-
try. The three causal factors which will be related to
this industry segment ares

1. the introduction of a new good,

2. the opening of a new market, and,

3. the conquest of a new source of supply.

Also, the empirical expectations, presented in Chapter I
will be looked at to ascertain their validity within a
growth pole concept.

The vehicle for examining these relevant features of
the growth pole theory will be presented in the results of
the findings from the questionnaires returned by the firms

of the Custom Profile Industry.

Background to the Survey

In order to develop some insight as to the degree of
contribution that the Custom Profile Industry felt that
u
they had given to Canadian industry overall and théir

place within this framework, each company was asked to

74
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respond to a questionnaire. This questionnaire was de-
signed to reveal certain pertinent information about the
state of the Profile Industry. This information, it was
—_envisioned, could then be used in an academic endeavour to
givé empirical support of Perroux's conceptualization of a
growth pole industry. By addressing the criteria embodied
within tt;e theory and relating the findings of the study/-
research to these criteria, supportive evidence of Per-
roux's theory would be forthcoming.
While some questions were basic in seeking responses
\‘ to readily identifiable facts, such as how long this
‘55 particular firm had been in business, others were left
open-ended to derive the specific viewpoint of that firm.
The site selection preference can be used as an example of
the latter. It was felt that for the survey to be success-
ful the number of questions had to be kept within reason-
able limits. At the same time, the questions had to be of
sufficient depth to be useful to the research yet not
cause too much work for the firm. It is hoped that this
survey fulfilled both of these conditions.

As was mentioned in the opening chapter, some forty
conpanies were identified as being part of the Custom
Profile Industry, in 1980. Of these, twenty-eight, or
seventy per cent, returned the quistionnaite. Appendix E

details the location of these companies and the question-
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naire is given under Appendix G.

Survey Questions, Results and Interpretation

The questionnaire was comprised of twenty-two ques-

- tions. Each of the questions will be dealt with sequen-

tially and an assessment as to their relevancy within a

growth pole context will be analyzed.

1. How long has the company been located: (Refer
© to Appendix G, gquestion 1.) :

- a) at this address
b) any other
¢) address of (b)

Twenty-eight responses were received for this question.
The answers averaged across all respondents were (a) 9.9
years and (b) 3.7 years, respectively.

The significance of these values is that they show
that this industry segment is relatively new within the
Canadian manufacturing scene. This is one criterion of a

growth pole industry.

2. Average annual number of employees for the years:
(Refer to Appendix G, question 2.)

1950 - 1960 - 1970 - 1980

L]

,Out of twenty-eight responses only five answered to

the number of employees in 1970; one for 1960 and none for

b

e
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1950. All supplied information for 1980. As the industry
: i
is new in origin there were no companies in business prior

to 1970, or at least, very few. f

The reason for asking this question was to determine

“the relative size of these companies in relationship to

other manufacturers within Ontario. As well, this infor-
mation was needed in order to develop a market profile of
this industry. This will be pfesent later.v

From the data 1n‘Chapter 1V, reference Table 4-2, the
average number of workers per company in the Plastics
Industry, for all Canada, was 57; for Metro Toronto, 71:
for a 25 mile radius, 62; and in the region between Métro
Toronto and the 25 mile radius, 45. The survey results
showed an average of 61 workers per company, for 1980,

which corresponds with the previously calcualted values.

3. Your estimate of the total PVC profile extrusion
market for the following years, in millions of

- dollars. 1950 - 1960 - 1970 - 1980 (Refer
Appendix G, question 3.)

Of the twinty-tight responses to this question only
four elected to venture an estimate for 1970. MNo-one
indicated an estimate prior to 1970. All responded with a

detailed estimate for 1980.
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The market estimates ranged from under $50 million to
slightly over $150 miliion, for 1980. This wide range
probably relates to, in part, the perception of the in-
dividual answering the question. Also, the diversity of
products makes it{§irtually impossible for any one indivi-
dual to be knowledgeable about all the different commo-
dities that this group produces. End products would range
from vinyl siding, automotivg body side trim, cove base,
window components, downspouts and eavestroughing, all the
way to amyriad of general extrusions in all shapes and
sizes.

By inference, it can be seen that the products of-
fered by this industry are new in nature, having been, for
the most part, only offeréd within the marketplace during
the past decade. 1In the types of pro@ucta‘that this
industry produces is evidence that they are ‘innovative'
and thus qualify for consideration within the growth pole
concept.

The next question was asked in an attempt to define
in a more precise manner exactly what the total market
should be for their products. Refer appendix G, question
4. Of the twenty-eight responses only seventeen offered
this information for ﬁhe year 1980. Four furnished rep-
lies for 1970. One reply showed sales for 1960. None for
1950.

b
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Had all the companies replied to the questionnaire
then it would have been a simple task to add up the res-
ponses thus establishing the exact market for 1980. Also,
a growth trend could have been established. However, this
was not the case. Conseque:ntly, gome assumptions i\ad to
be made to derive an industry total even for 1980. )

‘By using the national average of dollars of sales per
worker, as indicated in Chapter IV, Table 4-1, which
showed 73,554 workers and estimated value of shipments
from Chapter 1V, Table 4-6, of 4.3 billion dollars, the
figure of $58,560 per worker was ascertained.

The results from the companies that responded to this
question showed an average of $55,748 per worker. By
using the overall average for the total industry, then
these profile companies would have a collective market of:
$58,460 x 40 (Companies) x 61 (Workers) = $142.6 million.
Or, using tl';e average from the Profile Extrusion Industry:
$55,748 x 40 (Companies) x 61 (Workers) = $136.0 million.
Also, the division in sales showed that 62 per cent of the
products went into the Canadian market and 38 per cent to
the export market. In terms of actual dollars, somewhere
between $88.4 and $84.3 million was sold domédstically and
between $54.2 and $51.7 million exported.

While the Custom Profile Extrusion Industry has to

operate within a competitive marketplace, these firms,

¥
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collectively, hold a monopoly on PVC extruded products.
As such, in the broadest sense, they are in a position to
decide where their products will be sold. With this in
mind the following qu;stion was asked. Refer to Appendix
G, question 5.

Of the twenty-~eight responses, twenty-seven answered
this question. The results are shown in Taple 5-1. The
valzxes for these regionalized sales are shown in Table 5-
2. The sales figures were derived by applying the per
cent shown for each region, in Table 5-1, to the total

derived domestic sales of $84.3 million, which were deter-

mined in the answer to question 4.

“TABLE 5-1

REGIONAL SALES PER CENT

1. Metro Toronto 35.8
2. ERastern Ontario - 24.6
3. Western Ontario 15.0
4. Northern Ontario 2.7
5. Quebec 8.6
6. Atlantic Region 4.4
7. Western Region 8.9

Total 100.0

Source: Derived from responses to question 5.
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TABLE 5-2

REGIONAL SALES

MILLIONS OF DOLLARS

1. Metro Toronto 30.2
2. Eastern Ontario 20.7
3. Western Ontario 12.6
4. Northern Ontario 2.3
5. Quebec 7.2
6. Aﬁ:'lantic Region 3.7
7. Western Region 7.5

Source: Derived from Table 5-1, and sales determined in
question 4.

-

One of the most expensive investments that a new
business has to make involves the purchase of equipment.
Within this industry segment the expense is heaviest in
the purchasing of extruders. As these are of a highly
technical nature, one of the research guestions was to
d;termino where these extruders were purchased. Refer to
appendix G, question 6. It was hypothesized that most
purchases would also come from the growth centre, Toronto.
Of the twenty-eight responses all replied to the question.

The results %fe shown in Table 5-3.




rﬁ_“g e e e _Fissm T o e e e R LS N N T L T
. [

82

TABLE 5-3

EXTRUDERS PURCHASED IN RELATIONSHIP TO\ PLANT LOCATION

PER CENT
a) Within 10 miles 20.2
b) Within 20 miles | 20.5
c) More than 50 miles 22.5
d) From Usa,zor Overseas 36.8
Total 100.0

Source: Derived from responses to question 6.

Even though the survey results indicated a high level

- of imported technology, many .of the respondents felt that,

in actual fact, the percentages would be even higher. The
reason for this is that even though machinery was bought
within a reasonable distance from their pl#nt, in many
cases they were not dealing with.Canadign manufacturers of
these products. A more likely scenari§ is that upwards of
seventy per cent of all extruders are manufactured outside
of Canada. Southern Ontario then becomes a focal point of
sales of highly specialized equipment, mainly produced
outside of the country. This influx can be viewed as a
centripetal force from the wérld core plastics production
regions. Without an interaction occurring in the growth

centre it is not possible for a developmental process to
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5

begin at a growth polé. Therefore, this is a key process
in the foundation of a growth industry. In a aense; the
importing of this high technology makes the centre appear
to be a peripheral entity, which it is, but which does not
prevent the PVC Industry from acting as a growth pole.
The reason for such high imports is basically because of a
lag ‘in manufacturing technique where Canada has not yet
achieved theidegree of sophistication necessary to produce
these machines. However, this could eventuall& lead to
‘manufacturing taking place in Canada to a greater degree
than is now evident, i.e. a growth éole industry.

In order to make finished products from PVC the raw
material has to be extruded through a die. Each different
product requires a different die. 1In an effortvto deter-
mine where these dies came from a question was included
which asked where the dies were produced or bought. Refer
appendix G, question 7. Twenty-seven responses wé:c re-

ceived to this question which are tabled below.

TABLE 5-4
. CONSTRUCTION OF DIES

N PER CENT
%) Made in the plant w 77.5
.b) Made within Metro Toronto 13.5
¢) Made outside of Metro Toronto .9
d)} Made outside of Canada 8.1

Total 100.0 »

Source: Developed from responses to question 7.

y
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As the nature of any specific design of a die is
highly secretive it is undetstandable why these items are
not given to outside agencies to -manufacture, unless it is
absolutely necessary. Because the making of dies is a‘
highly speciali‘zed art most firms emp;.oy their own die
makers. ‘From discussions with the industry members it was
learned that in the initial stages of this 1z;dustry's
development that most of the craftsmen offering this ex-
pertise were of Buropean origin. 'In the beginnings of a
growth industry most of the work is done in-house. Later
developments may lead to sub-contracting parts to other
companies. This industry can be seen as exerting forces
which attract a highly spoc{alizod group of skilled work-

ers to it. *

‘Growth Perception

For an industry to remain competitive it has ;:o be
innovative. A growth pole ‘indultry should exhibit large
growth intentions if it is to qualify in this regard. Any
lack of faith in the forward and upward direction of the
hoped for futurc‘; groyth potontial' of the business ;:gillx
only lead to ‘re;traint. Restraint can habpcn in maﬁy ways
but basically a decrease in capital spending for new mach-
inery and equipment, along with lesser amounts of capital
devoted to research and development, will eventually dis-

qualify any manufacturer from his position in the market-

®
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place. /As the—outlook for anticipated growth 1s paramount 73 o
to the precepts of has;c planning, the question was asked ({
of this. industry as to how they perceived the g-fowth of
their industry over the course of the next thirty years.
Refer to appendix G, questlon 8. All of the twenty-elght
rgsponden'ts answered this question. Table 5-5 details

-

their ranges of speculation. ~ - ‘ - R

TABLE 5-5 .

PROFILE INDUSTRY MARKET GROWTH

PER CENT

Pei' Cent Ranges

Years  0-2 3-5 6-8 9-12 12-15 Over 15 Total
1980 to 1989 4.8 19.0 4.8 42.9 19.0 9.5 100.0
1990 to 1999 -~ 4.8 23.8 38.1 - 23.8 9.5 100.0 ;

2000 to 2009 -- 9.519.0 38.1 14.4 19.0 1o00.0

s L @

Source:s- Developed from responses to quegtion 8.° Ratés
are average annual per cent, based on total
industry dollar sales, unadjueted for mflat:.on.

The* ocutlook for this industry, indicated in Table 5-5
is 'quite strong. With the majority electing to project
growth between the 9 and 12 per cent levels, it reinforgces
quite dramatically the belief that this group of manufac-

turers perceive themselves as constituting a growth

- v e
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Impact Upon Competitive Products ’ T

- Although this market segment is n;t overly important
in ;.erms of the total Plastics Industry, inasmuch as it
represents only 3.2 per cent of sales in 1980, ($136
million of $4.3 billion), the questiéh has to be asked as
at what expense to other industries has this segment
achieved the success it has "to date? Refer‘ appendix G,

quest ion 9. o

All of the twenty-eight respondents, angswered this
question. The greatest majority, sixty-four per cent,
agreed that their products had displaced traditional ma-

terials to an extent greater than 75 per centt Or, another

‘way of looking at this would be to say that in 1980, of

this industry's total sales, about $100 million was de-
rived from products that had the potential to be substi- N
tuted with PVC. 7

Members of the industry feel that growth in the
future““will result as innovative products are developed
and introduced into the marketplace. Some sales will

occur as more products currently made with traditional

materials are replaced with PVC.

Government Impact

Present day government policies and programs usually

e e e e b e e s e i o S e e o 5= e e b e i e e
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w

aﬁ!re directed more towards helping the underdeveloped reg-
| . ‘ , _

i\lons as opposed to regions that appear to be enjoying a

\\ .

aegree of success. Perroux speaks of some assistance

; ]

| —~
‘L:omin\g\ to the propellent industry through the form of
[ -

‘j“gov.arhment subsidy. He states:

| "The increase in the sales of the propellent
3 industries may thus result from anticipation of

the effect produced in the impelled industries,

or, if there is hesitation or slowness on the

part of the heads of propellent industries, frof

State encguragement through, for example, a

subsgidy."

Under normative develoPmentai conditions in a growth
pole industry government assistance is considered minimal.
It is ge perception of the industry leaders that seek to
enhance profits by, either entering new markets or expand-
ing existing ones. In later developmental stages govern-
ment support might be sought in order to help finance a

new or expanded venture. However, in today's business

environment the role of government to try to strategically

direct industry towards underdeveloped regions is of major -

importance. As an area of the research consideration had
to be given to the amount or degree of impact that govern-
mental support has had on this industry. With this in mind,
the next guestion was asked. Refer appendix G, question 10.
The answers to the twenty-eight returns are detailed in

the following table.
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TABLE 5-6

DEGREE OF GOVERNMENT IMPACT

PER CENT
a) None whatsoever 40.9
b) Some impact 54.5
“¢) A lot of impact | 4-6
Total 100.90

Source: Developed from responses to question 10.

The responses. detailed in’ 'I‘abie 5-6 reveal that the con-
tribution of government support to this industry has been,
at best, minimal. As a new industry within the Canadian
economy it might at first be thought that a high degree of
governmental involvement would have bee;i seen. HAowever.
this was not the case as only 4.6 per c:nt of the respon-
ses indicated this. The responses would seem to clearly
indicate that a growth industry does not need government
support in order to be successful. The reépondents to
part (a) showed quite vividly that industry will devela’p
in spite of financial aid being available, and independent
of governmental influences.

Continuing with this, K line of thought, the-next ques-

tion was put to the current applicability of government
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programs'to.this industry. Refer appendix G, question 12.
All respondents of the tweﬁty-eight repliéd to this ques-

tion. Their answers are detailed below.

TABLE 5-7
ADEQUACY OF CURRENT GOVERNMENT PROGRAMS

|
§
I} e 0
¢ 1 -PER CENT ,
!
3 \ AY
| \ '
! a) No help available 4.5
b) Help available but inadequate 54.5
ﬁ c) Adguate help available 31.9
f d) Unfamiliar with aid programs 9.1
? Total | 100.0

The results appear somewhat ambiguous. In actual

\

f fact they are somewhat misleading, unless they are inter-
I

‘ preted in the proper manner. Because of the high degree

of respondents answering favourably to part (c), it would

either unfamiliar with all the programs or that the pro-

grams offered did not fit in with their needs.

Manufacturing Formation

Perroux states, "In a complex industrial ‘pole' which

is geographically concentrated and growing, economic acti-
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vities are intensified because of proximitg‘gﬁa human
contacts.” Within the same paragraph he goes on to say
that, "Various types of producers, entrepreneurs, skilled
workers and industrial labour are formed, influence each
other, create their traditions, and eventually share com-
mon interests." However, Perroux fails to qualify how
these interests come together. Conceptually, they exist
within the framework of economic space, but, practically,
they have to occur at a point in geographic space, pre-
sumably for some reason. The reasoning why these com-
panies 'formed' where they did became the next guestion.
Refer Appendix G, question 11. All twenty-eight respon-
dents answered this question. Table 5-8 records the out-
come of their choices.

In an article by the Toronto Real Estate Board,4
their assessment of the features which make it attractive
for business to locate within the Metro area concur with
the findings of this particular question. They say, "There

are numerous factors which favour Toronto as an industrial

location... Firstly,'the depth and composition of the
labour force... There is a large pool of available lab&hr 7
in all categories, ificluding skilled and unskilled work-
ers. (This agrees with item 2). ﬁages remain reason-

able... (An agreement with point 5). ... proximity to

major markets. One third of Canada’'s buying power lies




TABLE 5-8 .

LOCATIONAL FACTORS

PER CENT

Convenience to market 17.5

2. Availability of labour 17.0
3. Availability 6; building/property 16.6
4. Home of management 12.4
5. Lower labour costs 7.3
Aggregate of top five responses 70.8

6. Transportation costs 5.7
7. Availability of raw materials 3.9
8. Financial aid 3.0
9. Local co=operativeness 3.0
10. Centre of particular industry 3.0
11. Transportation facilities 3.0
12. Adequate power ‘2.1
13. Less unionization 1.5
14. Favourable tax structure «9
T15. Miscellaneous 2.1
16. Decentralization of operation -
17. Climate | -
Total 100.0
Source: Developed from responses to question 11.

- — s
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wit;lr;in 100 miles of Toronto. (This conf‘;rms point 1}. A
finaidfactor underpinning the industrial max#et is the
availabiiity of serviced land and vacant bui].él:lngss.“S (An
agreemen£ with point 3). These points of agreement with
the findings of Qhe research would tend to reinforce

Perroux's statement when he says, "... each firm maximizes

its own profits by its own decisions..."®

Indusﬁ%y Clustering and Impact

Perroux says, "Successful innovation by some entre-
preneurs acts as an example to others and provokes imita-
tions, themselves creative-"? Identified within Appendix
E are the firms which are located within the Metropolitan
Toronto region, as well as those in othe; areas. As most
of these firms are located fairly closely to each other it
was hypothesized that a high degree of connectivity would
exist betg:}n them. The connectivity would exhibit itself
in such interactions as, exchanges of ideas, sharing new
technological innovations, changes in the marke£ and the
like. The next question was asked to try to determine this
connectivity. Refer appendix G, question 13. Their -
responses are shown in Table 5-9. Of the twenty-eight !
respondents, 3;1 answered the question.

As can b%\seen from the numbers of companies curren-
tly involved in the extrusion process, this successful

innovation has promoted development of like industries.
-

- - e e B2 2o e e
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However, as the results from the survey tend to indicate,
there is not a high degree of connectivity existing be-
tween them. It could be that the nature of this particu-
lar industry differs radically from other industries. or,
perhaps the nature of the high degree of technology asso-
ciated with it leads to a higher degree of secrecy and
hence a decreased exchange of ideas between companies. Aﬁ
alternative way of looking at why there is so little
connectivity between these firms could be the monopolistic
nature of the industry. With apparently enough sales for
everybody there wéulé”be little reason to share technology
or ideas. |

These empirical findings tend to beg the question as
to why a location within Metropolitan Toronto, for exam-
ple, is important? Obviously, for this industry, it is
not because a high degree of exchanges takeﬂplace between
themselves but perhaps the exchange takes place more be-
tween supplier; and purchasers. Other factors, such as
the size of available market, better labour costs, or
superior transportation routes, would better qualif} why

these firms locate where they do.

Manufacturing Control

When Perroux stated that, "Each state tries to ex-

ploit for the exclusive or principal benefit of its
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TABL]% 5-9

' PERCEIVED ADVANTAGES FROM LOCATING NEAR LIKE INDUSTRIES

PER CENT
1. None | : 77.4
N 2. Exchange of ideas, technology, etc. 13.6
3. Makes suppliers move vloser 4.5
4. Keep up to date more readily with
changes in market demand . 4.5 *
) 5. Competitiveness as an incentive __
6. Would rather locatg;elsewhere - .
7. ©Other -
Total 100.0
Source:

Derived from response to question 13.
-
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nationals the poles under its control..."8 he was expres-—
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sing the desire of most governments in the worlddtoday.

The concern of politicians for many years has been the
presence of foreign ownership dominating domestic indus-

try. A concern within the Plastics Industry is the extent

L4

to which the industry is dominated by foreign ownership.

An attempt to clarify the current position within the

Profile Industry was undertaken. Refer Appendix G, ques-—

tion 14.

.

/

The results are tabled below.

TABLE 5-10

f v
"OWNERSHIP OF CANADIAN PLASTIC EXTRUSION COMPANIES

PER CENT

1. Canadian interggts 72.1
2. American interests 18.8
3. European interests , 9.1
4. Other -
Total 100.0
Source: Derived from responses to question 14.

The expectation was that because Canada, per se,

tends to import new technology, which a growth pole nor-

ot

mally needs or has, then we would expect a high degree of

o

——
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foreign ownership in the industry. On the surface, the
empirical evidence, seen in Table 5-10, does not support
this argument. However, the reader must be cautioned in
interpreting these results. As only twenty-five respon-
dents replied to this question there might be room for
doubt as to whether or not only those companies who are
controlleq by Canadian interests elected to reply to this
question. Also, the fact that the survey was direct;:d
only to the year 1980 does not present evidence of what
might have occurred withn the industry since. For exam-
ple, as J. Britton pointed out in his recent article,” ... =+
in manufacturing as a whole 52 percent of manufactured
production is generated by foreign-controlled plants,
..."? He goes on to say that, "In the high-technology
areag in particular, foreign-controlled shipments account
for more than 65 percent of the industry total: rubber
and plastics (73 percent]), ...n10 . ~

However, as has been demonstrated in question 4,
thirty-eight per cent of this industry's output goes to
the export market. They would appear to fulfill Britton's
argument of the types of companies or industries that
Canada requires when he says, "Canadian firms can take
only one route - they will succeed only througix innovative
developments of products that allow them to compete on a
product-per formance basis.}l

[ N




Industry Attractiveness

In speaking abo;;t a ‘E:omplex industrial pole’,
Perroux “st;tes. "Collective needs emerge (accomodation,
transport, pyblic services)...”" "Various' types ofﬂ produ-
cers, entrepreneuf“s, skilled workers and ind\iatr;al labour
are 'formed,..."12 For a growth pole industry tp remain

viable it obviously" requires workers, both types which

Perroux has already mentioned, to perform the related

‘manufacturing tasks. If f;llows that these firms, to be

attractive to the workers, must offer certain benefits
that will draw workers to them. Also, it is assumed that
these workers have a domicile somewhere. One of the means
of measz{ring how attractive this industry is, it was— - --
thought, to the workers, would be to look at ~he distance
they travel to their place of employment. It was reasoned
t}{at the farther they travel to their place of work, the
more attractive the industry became. Refer appendix G,
qugstion 15.

The results are exhibited in Table 5-11, from the
twenty-eight reipondents’w’ho answered this guestion.

These results would tend to reinforce the belief that

this industry has a high degree of attractiveness asso-

’

ciated with it. The workers of today tend to live in

~

suburban environments where the quality of life is purpor—/\J

tedly better, as opposed to livi’ng.in the actual downtown
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core. Growth of suburbs, catering to the wants and needs
tof the populace.h has been a common develo ‘mental process
ir; North America. The gverage ef all the respondents
~shc»wed that a high per cent of the workers, 68.5 per cent,
travelled between five and ten miles to their place of |
employment.

Basically, industrial locational emphasis has been
plﬁ“cgd on a broad Easht to west axis, as well as a narrower
North to South axis. The network of roads servicing these
areas are dominated by Hiways 401 and 400, respectively.
These arteries provide access for the employees to get to
tﬁeir places of ex}\plpyment and also for shipments of raw

materials and finished goods. These highways provide the

linkage factor for producer, consumer and worker.

TABLE 5-11

AVERAGE DISTANCE TRAVELLED TO PLACE OF WORK

Fa u \ PER CENT

,a) Less than one mile -
b) Less than three miles 4
¢) Less than five miles 22

. d) Between five and ten miles 68
e) 'More than ten miles ° 4

0

Total . 10

Source: Developed from responses to question 15.
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TABLE 5-12

> TRANSPORTATION FACILITIES EMPLOYED

PER CENT

a) Carriers owned/leased 24.6

b) Common truck carrier - 73.1

c) Rail or ship ) 2.3
Total 100.0

Source: Developéd from responses to question 16.

~

Transportation

i,

In the prior quote from Perroux the emergende of
transport or transportation linkages was referred to in
connection with the industrial pole. The next quéstion
asked what means theakif;dus\tiiis employed for transport-
ing their finished goods. Refer \:o\éﬁpendix G, question 16.
T‘neixL respo-nses are shown in Table 5~12.

Realistically, - the results showed what had been anti-
cipated. The majority, 73:1 per cent, used the common
truck carrier along with 24.6 per cent wvho owned or leased
trucks. Finished extrusions, as a rule, tend to be rather
light in weight. Therefore, the costs involved in ship-
ping these products tends to be low. This is an advantage

over similar products produced from wood or steel.

Consideration of New Site Seleétion

In speaking of the aspects of stru.,ctural change

J

i
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Perroux states, "Another éspect chai‘acterizing structural
change in a national economy is the diffusion of the
growth of an industz:y {or group of industries)"!3 1t is
suggeéted that part of this 'diffusion of growth' comes
about as firms either establish plants in some other place
than the growth centre or else move their existing manu-
facturing facilities to an entirely new location where
expectations for further growth are higher. Perroux goes
on to say that certain consequences are felt when a pole

begins to decline.}? While it would not seem, at the

present time, that this industry is declining, (in fact

quite the opposite is true), the fact that other locations
might hold some attraction should be investigated. An
effort to determine what locational foci attracted these
industries was made. Refer appendix G, question 17. The
responses of the twenty-eight respondents are shown in
‘;’able 5-13. While not in the original question, as a
choice, category (g) had to be added. This covered the
responses of several firms who adamantly refused to consi-
der any other site but Metro Toronto. As many companies
have only been established for a sixort period of years,
the question of looking for other or alternative sites, at
this moment in time, wgas not uppermost in their minds.
While the question might appear to be somewhat biased,

inasmuch as Metro Toronto was not included originally as a
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possible choice, the respondents soon adjusted this by
including it in their re’plies" This helps to reinforce
prima“ facie evidence of this region being a growth cenil.re."
In essence, the results shown in Table 5-13 help to ex~
plaiﬁ two possible realities; the one, that Metro Toronto
has been and is stnill perceived as the area where a loca-
tion is most desired; and, two, that a large number, 40.9
per cent, perceive Western Ontario as an area for future
development. The results alsc possibly show that some
companies have Metro Toronto as their main marketplace,
while others are more,internationafin outlock and that a
location other than that of Metro Toronto could be equally
desirable. This, with more empirical investigation, could
be the grounds for adivision of this industry into two
growth poles. Perroux speaks of the, "... linking up ofﬁ
industrial poles, «.."15 ang the, "... birth to other
centres of ... %oncentration."ls. If a diffusion of this
industry was toﬂ‘take place, as suggested, then a link with

the major pole, Metro Toronto, would still be maintained.

Rising Enerqgy Prices

Perroux claims that, "The profit of each individual
firm is a function of its sales and of its purchases of
inputs."l? One of these inputs is the cost of energy.

This manufacturing process is subjected to increased eneréy
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TABLE 5~13

AREAL PREFERENCE FOR NEW SITE SELECTION

PER_CENT

a)

b)

<)

d)

e)

£)

g)

Maritimes

Quebec

Eastern Ontario

Western Ontagﬁo

Northern Ontario

Any province West of Ontario
Total

Metro Toronto only

Total

-

13.6

72.7

27.3

; Sources: Developed from responses to question 17.

- TR SR
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prices from two standpoints. One, as applied to the
increases of primary producers involved in natural gas and
petroleum production and, two, as energy costs necessary )
to operate the manufacturing process. How do these firms
face rising costs and what impact do they have upon pro-
fit? Also, what was their perceptiop of rising energy
prices from a viewpoint of how it impacted upon competi-~
tive firms producing similar products, but from different
materials? In order to determine an answer to these
questionsg, or at least to get some perspective on these
problems, the next guestion was asked:. Refer appendix G,
question 18, Twenty~eight responses were received to this
guestion. 1In s&me cases the réspondents indicated that
certain actions were of equal Jeight. The results can be
found in Table 5-14. The responses to i. (a) reveal that,
according to the majority of the respondents, rising ener-
gy prices have not affected this industry as much as it

has hurt producers of competiﬁive products. In their

. view, seventy per cent indicated that rising o0il prices

had actually given them an edge on their competitors who
were manufacturing products from primary materials.

As well, thirty-three per cent said that they h%d
increased prices to their customers as a means of o%ﬁ—

|
setting these higher energy prices. Forty-eight pe# cent

]
said that they had looked to alternative sources for energy.
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TABLE 5-14 )

IMPACT OF RISING ENERGY PRICES

PER CENT

e
More competitive with primary products.

Less competitive with primary products.
(Those that said, about the same} .

Total

70.0
25.0
5.0
100.90

Increase of sales
Decrease of sales
{Those that said, about the same).

Total

70.0
20.0
10.0

100.0 "

More cost-control concious
(Those who said, no difference).

Total

95.0
5.0

100.0

Increase prices to customer
Accept lower margins
(Those who said, a combination of both)

Total

33.0
48.0
19.0

100.0

Look for alternative sources
Maintain the status gquo

Total

48.0
52.0
100.0

i (&)
(b)
ii. (ﬂ)
(b)
iii. (a)
iv, {a)
(b)
V. (a)
(b)
Source:

Developed from responses to question 18.
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These results indicate that this industry has taken
several approaches to the problem of rising energy costs

in order to overcome them, to remain competitive.

Research and Development

)
Perroux asserts that, "Successful innovation... adts
as an example to otherst"ia*~However, he fails to detail
M .« L

specifically what he meins by an inﬁovation or how it
comes into being. Innovations, or new product-techniques,
are brought about £hrough the concentrated efforts of
industry in the expectations of either upgrading existing
products or being able Ebydevelop new ones. I1f a Canadian
Plastics manufacturer is ig'provide these innovations, then
how much of the actual development work does he do him-
self, versus technology developed in other countries?
Research and Development (R&D) is vital to ensure these
new products and technigues. Or, as Perroux said, "...
the products of an industry ... profoundly transformed...
and sometimes hardly recognizable compared’iith their
initial"forms,"”l9 In light of this the nexggquestion -
was asked. Refer appendix G, guestion 19. All twenty-
eight réapondents replied to this question. Their replies
are shown in the following table.

One of the basic hypotheses was that thi# industry
had achieved the degfee of success that it has to date

o

because of the innovative products it has produced. While
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Table 5-15 does not show the gquantity of these products, {\m

it does help in seeing that this industry is actively
engaged in research and development. By combining the top

two responses they show that 68 per cent of the respon-

dents do between 60 and 100 per cent of their own develop-f
mental work. This development leads to new products and

new technology.

TABLE 5-15

DEGREE OF R&D WITHIN OWN PLANT VERSUS EXTERNAL SOURCES

PER CENT
' Per Cent Range Per Cent
of R&D of
* Within Own Plant Respondents
a) 80 to 100 45
b) 60 to 80 123
c) 40 to 60 L E
a) __ 20 to 40 5 |
-~ e} ——- 0 to 20 T
Total 100

Source: Developed from response to question 19.

Britton, in speaking about R&D in Canada, makes the

point that, "Most firms concentrate on the adoption of
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existing products, designs and methods to suit Canadian

production and sale and not much activity is concerned
with developing products that will create new export
sales."2?0 He also goes on to remark that, "Canadian

_industry reveals the lack of ability to mové ahead with

the design, development, and sale of new products that can.

'compete domestically and overseas on the basis of product
performance."?! fThis g£5a71:h pole industry would appear to
be an exception to the aforementioned broad-brush treat-
ment of Canadian industry. As has been shown, the élasd
tics industry exports thirty-eight per cent of its output.

¥

It has been shoﬁxf in the responses to this question that a
high degree of research anﬁd development is carried out by
this industry. Moreover, his assessment of US industry
shows that 'Plastics’, per se, rank very highly in their

industrial structure (third to be exa.ci:h22 whereas with-

~_in the Canadian economy they have very little representa-

tion. A logical follow through of this feature would be

to presume that Canadian industry has a lot of catching up .

to do. The evidence presented so far in the survey re-
sults would lead to the conclusion that steps have already
been taken to resolve this difference.

Perceived Future Expansion

*

Continuing with Perroux's observation that, "... the

pole which was a seat of prosperity and growth becomes a
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centre of stagnation,"23 the eventual destiny of any growth
pole must somehow reflect in the current attitudes that
are prevalent within the manufacturing community today.
Any company has the ability to change locations. The
subsequent question was asked. - Refer appendix G, question
20. The results of their choices can be seen in Table 5-
16. These results reflect the point that Perroux was
mal?ting when Ee"said that poles will eventually stagnate.
While these industries exist as a pole, now, in the Metro
Toronto centre the evidence from Table 5-16 would tend to
suggest that insofar as this industry is concerned, future
growth will take place, in the main part, outside of “this
region. Response (c), carrying almost one third of the
weight of the total respondents' selections, may not be
adequate to be empirically indicative of a trend to move
away from the Metro region. The answer to (b) is somewhat
surprising as only 13.6 per cent of establiéhed companies
would consider expanding within Metro Toronto. The first
thought coming to mind is that either the market is sa-
turated or the price of land or rent has become too prohi-
bitive in this region. Yet, The Industrial, Commercial
and Investment Division of the Toronto Real Estate Board's
study of average indust¥ial rental rates in major Canadian
cities showed that Toronto compared favourably with all

other major cities in 1978. However, subsequent informa-
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TABLE 5~16

PERCEPTION OF GROWTH OCCURRENCE

PER CENT

a) ~Through established plants expanding in situ

b) Through established companies expanding into
new locations within.Metro Toronto

c) Through established companies expanding into
new locations outside Metro Toronto

d) New companies locating within Metro
e) New companies locating outside Metro

Total

13.6

31.8

13.6

13.6

100.0

Source: Developed from responses to gquestion 20.
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tion indicates that this trend has changed. Table 5-17

shows a comparison of average industrial rental rates for

the years 1978 and 1981. Using the average rate for both
years, the average annual per cent increase of rental
rates for these same cities is illustrated in Tables 5-18.
This shows that over the course of the three year period,
1978 to 1981, Toronto's rates escalated, surpassed only by
Vancouver. Even though Table 5-17 appears to show Toronto
in a somewhat more favourable l1ight, Toronto is escalating
prices for industrial rent at least as rapidly as other
areas. Hiéﬁer prices within the core can only result in
manufacturing seeking other sites éutside the Toronto
core. Of course, rents are only one part of the overheads
which a firm must carry. However, if these become too
burdensome or if another location can offer more attrac-
tive rates, the-manufacturer might elect to change fgéa-
tions.

Another very strong factor for a movement from the
core of the City of Toronto has been the high realty tax
structure in the down-town core. A comparison og differ-
ent municipalities reveals these differenéesa These are
shown in Table 5-19. This table reveals that, the ;Loser
one moves to the city core the higher the realty taxes.

Another factor that has affected the movement to

suburban locations is perhaps the high traffic flows evi-




TABLE 5-~17

"AVERAGE INDUSTRIAR RENTAL RATES

*

DOLLARS PER SQUARE FOOT, NET

Toronto

Ottawa

Montreal
Winnipeg
Calgary

Edmonton

Vancouver

1978

1.70 - 1.90
1.80 - 2.10

2.30

2.80
2.50 - 2.75
2.65

1.50 - 2.60

3.00

2.90 - 3.35
1.90 - 2.25 (Ottawa East)
2.80 - 3.50 (Ottawa West)
2.85 - 3.50
2.50- - 3.00
3.75 - 4.50

3.75 - 4.75
3-25 - 4025

Source: Toronto Real Estate, 1985} p. 2.

———————
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TABLE 5-18
B / 1978 +to 1981 AVERAGE ANNUAL PER CENT INCREASE ‘
IN RENTAL RATES *
a) Toronto . 20.2 ) f
. ‘
- b) Ottawa East 2.1
c) Ottawa West ' 17.3
d) Montreal 18.9 "
e) Winnipeg \ 2.5
N f) Calgary 16.5
g) Edmonton , 14.6
h) Vancouver 2.3 | )
) |
3
‘ 3 ‘ .
: " Source: Developed by the author from Table S-17.
i“
§
ai
i
. f y%
L "r A,
- - - } :“%;
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TABLE 5-19

»

o

i o
1981 REALTY TAXES: PER SQUARE FOOT

BASED ON A NEW 25,000 SQUARE FOOT BUILDING - -

‘!

! P
|

r .

\

|

| Inner Fringe 7 North Prin;er |
i Toronto $1.18 Richmond Hill $0.45
York | .87 Vat{ghan .44 ‘ | |
East York .89 Marham .39 }
Outer Three Newmarket .36 | |
Etobicoke . +87 whitchurch- .36,
Stouville
R North York .87
Scarborough .91 west‘ Fringe
- East Fringe . ’ Mississauga - .47
 Ajax .43 Brampton .44
Pickering .39 Oakvi:lle i .43
Caledon .39

hY

. Source: Toronto Real Estate, 1982, p. 6
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4

dent within the core zone. Al-;;hough in-city publi‘c trans-
portation facilities carry large volumes of worker‘s": to and
from the suburbs each day, there still remains a high
w:olume of private vehicular traffic that moves in and out
of the city each day. The : Map in Appendix D, (reprinted
with permission of the Tor““ontov Real Estate Board), gives a
graphic illustration as to the volume of vehicles impact-
ing upon the core and the contiguous- areas on a daily
basis. This volume of vehicular traffic, along with the

inévitable traffic problems, acts as a negative force upon

decisions to locate in the city centre.

Metro Toronto as a Growth Centre

The last question was ask;d. Refer appendix G, ques-
tion 21. R

In retrospect, this question should have been ‘worded
differently. In essence, it was a repeat of the previous
question. For that reason the results will not be shown
as they add nothing to the research findings that has not

already been discussed.

. Summary

The objective of this chapter was to show that:

.

the Custom Profile Extrusion Industry does represent a
growth industry within Southern Ontario.

: as a growth pole industry its location in physical space

7
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is best described as existing within the Metropolitan
Toronto region, the growth centre.

certain evidences would be presented from the results of

the survey carried out with the industry members to help

substantiate the original hypotheses.

*

certain concepts, as advanced by Perroux, would find
empirical substantiation within the discourse.

Some substantiation that the Custom Profile Extrus-
ion Industry is a growth industry was gained in the res-
ponses to and in lthe" discussion of ciuestions 3, 4, 5, and
8. While thei;:' market is small, in relation to the total
plastics market, as a contributor to the overall economy
their significance cannot be overlooked. Also, the re-
gional impact of sales demonsitrates the effect this indus-
try has upon other areas of the economy.

As a growth pole this industry can be found either
within the Metro region or contiguous to it. The sites
detailed in Appendix F support the fact that a clustering
of these firms is evident within this region. The reasons i
for growth appearing within this centre are examined in
the responses to questions 13.J 17, and 20.

The basic hypothesis that was assumed was that this

- i:fdustty constituted a growth pole industry. Empirical

evidence of the hypothesis can be related to the findings

of questions 4 and 5. The pfoduct life cycle is basic in
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determining a company's success. As the product matures

&
ence decisions’ Q‘gw%ove to more peripheral utes. While

this industry }?}xﬂ msonably new, some evidence suggests

economies of scale from a manufacturlng standpomnt influ- N
|

that perhaps @.:t has just about reached this stage in its

development where the pull of othér locations may prove

more’ attractive. As a pole industry it demonstrates cer-

tain influences upon its surroundings. This would be seen

"

as the impacts upon suppliers, customers and other indus- ;
. tries. These interactions with the economic environment
are geen as external economies. : 7 |

The discourse“}for: various aspects of {:hi:s industry

throughout this chapter, has provided some empirical sub- |
stantiation of Perroux's concept. The evidence shows that |
this industry tends to exhibit a propensity to change
locations. As a pole industry it may tend to move,
through time, as its pfoductt mature. Any future movement
is likely to be in a Westerly direction. Government ’

impact, in the form of subsidies, have provided some H

impetus to this industry, although not as much in the i

initial stages but more so in the maturing stage. As both !

|
an innovative industry and as a growth pole industry, it i
fulfills the concept of a key industry.
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CENTRIFUGAL AND CENTRIPETAL FORCES

While the subject of centrifugal and centripetal
forces was not dealt with specifically in the preceeding )
chapter, evidence from the research supports the position

that these forces constitute a vital part of Perroux's

theory. He said that, “The firm considered as a centre

! releases centrifugal and centripetal forces. ... It at-
: tracts economic elements, supplies and demands, into the ' ;
space of its plan, or it removes them."! A review of how

these forces relate to the Custom Profile Indust;:y was

! indicated.

3 Centrifugal Forces.

] - These are seen as forces which this industry imparts

to either contiguous areas or peripheral regions. The
response to question five, in the preceeding chapter,
showed this industry’'s impact upon peripheral locations.
The sales in these regions would have a positive impaét
upon the local economies as they would provide a source of
additional income for that particular area. Also, the ~—
projec¢ted growth for this imiu:try. as established in the
answer to question eight, will ha;le future impacts upon

other regions, as well as Metro Toronto.

The fact that products made from PVC are replacing
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traditional materials, in many cases, as seen in the

response to question nine will have a negative impact upon

those industries producing similar products from primary

materials.

The total Plastics Industry impacts upon both sup-

pliers of machinery and equipment. Machinery can range

from extruders down to more basic nuts and bolts that are

needed. /E/quipm’e'ﬁi can range from technical requirements

in the physical laboratories to new lunch room tables for

the employees. All these products have to be made some-

where. In many cases it is because of this, industry that

they are produced. In terms of the magnitude of these

purchases, the following statement by Mr. F. Shammas,

Economist, SPI Canada, zgives evidence to this. He states,

»

e *
"The trend in new investment over the last six
years has been rising from a level of $53.3
million in 1975 to §77 million in 1979 with 1980
reaching $78.8 million spent on machinery and
equipment. The true figure for investment in
machinery and equipment is_probably doubléi that
or close to $160 million."?

(This investment refers to new investment in machinery and

equipment in SIC-165, Plastics Fabricating Industry.

SIC-165 represents only about half of the total Plastics

Industry, according to Mr. F. Shammas.)

One very specific impact that this industry has had

on a major supplier has been to B.F. Goodrich Inc. who

produce the base polymer, PVC. Since 1970 this company

e Bl 1 bt e w28 - - T e A
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has been constantly enlarging its plant at Port Robinson,
ontafio, to the point where it has achieved world scale
capacity, or, capabilities of producing 400 million pounds

of PVC per year.3

' Centripetal Forces

These forces are seen as those which attract various
elements to the pole industry.

In this regard, the answers to questions two and
fifteen show that this industry employs a certain amount
of personnel and that they travel a large distance to get
to their place of employment. Also, the fact that the
overall industry has been a growth industry has created
more jobs to which employees have been attracted. Evi-
dence of this is supplied by Mr. F. Shamm@s. who has the
following to say about the industry: “Thus while plaétics
shipments account for roughly 3% of manufacturing ship-
ments, employment growth in plastigs represented 14% of
all the new jobs created by manufacturing in Canada."?

Questions six and seven show that the technical ex-
pertise associated with this industry, both in the form of
machipu and machin; processes, has an attraction both on

/\;Fa’v;&:ld scale, for extruders, and a local or peripheral
iattractioﬁ for the expertise for producing dies. Question
nineteen also shows the technical attfaction for expertise

in this industry as a high degree of research and develop-

e e = - - - - R . e s b
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ment is done on an in-house basis.

Whether the forces are seen as centifugal or centri-
petal, exogenous or endogenous, the fact is that this
industry exemplifies the uses of these forces as one would

expect from a growth pole industry.

-
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CHAPTER V11

GOVERNMENT INDUSTRIAL INCENTIVES

AND THE PVC GROWTH POLE

L

Overview

Assistance, by government, in the forms of loans or
grants is, or can be, a dynamic tool in the creation of
new jobs. These jobs are developed as industry is given
the financial means by which it is able to maintain, or
expand operations. Whether it is designed to increase
output, through the use of new machinery for new techno-
logy or simp}y to fund the maintenance of equipment, the
end result is that more jobs are created, or sustained.
The relationship between the government and the Plastics
Industry will be one means of promoting jobs for the

future, as this industry is a growth industry. This

e

relationship between\ éovernment and the Plastics Industry

will be explored within this chapter to see what benefits
have been derived for the industry.

In the previous chapter reference was made to the
part that government subsidy played in the initial and
later development of the industry. While government sub-
sidies do not, in themselves, create growth centres, they
do help all industries, at times, even those that are a
grgmth pole. wnu? it is not the specific aim of govern~

ment to necessarily help growth pole industries, i.e.
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those industries already growing, it is/ normal for them to
offer assistance to an industry which can effectively
create new jobs. As Perroux notes, ekternal economies are
created when a new innovative company is introduced into
the economic structure of a country's manufacturing base.
These external economies are imporfant manifest_:ations in
the potential for growth.:l This ltiplier effect per-
vades throughout the economy, influencing and helping to
create new jobs in other segments Pf the business community.
Perroux, on several occasions, directs his remarks to
the impact that government can have upon an economy. For
example, he says, “... public agencies and their initia-‘
tives cannot be forgotten, LY and, "... State encourage-
ment through, for example,(, . idy.”3 In speaking of
thé forces which cause induéiry 'to expand and grow, part
of thehsucceu is derived from the influences which gov-
ernments exert. In this regard he makes the following
statements, "... a State which, through its purchases as -
well as by regulation, exerts an influence ... on ...
industries.*? and, *... the plans of the large units and
their groups co-ordinated and regulated by the State act
on prices, sales and purchases of inputs. It is the
result of these forces which provoke the expansion and

growth of impelled industry."5 Also, in speaking about

the national economy, he states,
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' /
"It appears now as a combination of relatively
active groups (propellent industries,
geographically concentrated poles of industry
and activity) and relatively passive groups
(impelled industries, regions dependent on

geographically concentrated poles). The former 6
induce into the other the phenomena of growth."

These quotes are introduced to show that the State or
Government can have a definite impact upon ii:xdustry and
consequently, the overall economy. The reason for wanting
controls is made evident by Perroux as he proposes.
“There is ... a conflict between the economic
regions of the large economic units (firms,
industries, poles) and the politically organized
regions -of the national states. The first do
not coincide with the second; their growth de-
pends on ... markets, outside the national ter-
ritory. Now these great economic units are the

instruments of prosperij;y and weapons of
strength of the state.” .

~ >
He goes on to say that, "Each state tries to exploit...

the poles under its control within its own territory ..."8
Within the Canadian economy, in particular the fegion
of Southérn Ontario, government intervention can be seen
from a 'perspective“ of the contribution, (usually financial
assistarice), it has made to businesses. While Perroux, in
the preceeding ql‘xotes, has used words such as, ‘encourage-
ment', ‘initiatives’, and 'subsidy’ to describe the inter-
action of government with industry, the most crucial
.phrase -is 'weapons of strgngth of the state'. Through the

expansion of industry new sources of revenue, in the form

of taxes, are created. The output of these industries is

- -
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added to total output and show up in GNP. Therefore, it
is of utmost significance for government to strengthen the

country's economic foundation.

The Ontario Setting

The Government of Ontario, through the auspices of

the Ontario Development Corporations (0ODC), (NODC), and

(EODC), provides financial assistance to businesses.
Their intent is to promote new employment opportunities. '

‘ "
For purposes of efficiency and visability the ODC is

P divided into three regional areas. These areas- are; (2)

Northern, (b) Bastern, and (¢) Southern and Central.
"The three developmental corporations serve the
financial needs qf .Ontario’'s small business
community, each bging“ its own perspective of
the distinctive socio-economic character of the
region. The corporations play an important role
in providing and assisting industrial growth in
the less developed parts of the province."

How important the development corporations have been can

be seen from Table 7-1. The $12.8 million in loans to

Northern and Eastern Ontaric went to regions which, "... .

represent 26 per cent of Ontario’s population, [but] gen-

erate only about 14 per cent of the province's value of
shipments of manufactured good:az..l"lo Also, "Overall, cor-
poration assistance in 1979/80 is expected to result in
the creation of 1,300 new jobs in smaly businesses in

Northern and Eastern Ontario.*}l

In light of the above, the functional role of the
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corporations policy to,” .... play an important role in
providing and assisting industrial growth in the less
developed parts of the p::ov:‘.nc:e."l2 would appear to be

satisfied.

New Job Assistance

Table 7-1 illustrates the number of loans for the
1979/80 period. The interesting thing about these loans
is that, in value, almost fifty per cent were given out in
the Southern and Central region. This region would hardly
qualify as a 'less developed' part of the province; hencé.
it seems that the loans could be viewed as an economic
aid in helping to create more jobs in the more developed
region. ‘I‘ah}} 7-2 shows the number ;af jobs which the ODCJ‘
estimates will be created as a result of these loans.

For 1980, tl;e table indicates that twenty-eight new jobs
will be created, on average, per loan and that each job
80 created cost $4100, on average. “

In Table 7-3 the loans to indus;:ries that make up the
Plastics Industry are shown. These are the tgtal loans to
this industry since the start of the program in 1967.
Table 7~4 breaks down these loans on a per cent basis for
clarity. From these tables it can be seen that of some

one hundred and eighty-eight loans, 23.9 per cent went to

the Metro Toronto area and 21.8 per cent to the region
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" TABLE 7-1 (
DISTRIBUTION OF TERM LOANS BY REGION 1979/80

#

Southern &
Central as

Southerm Per Cent

Loans Northern Eastern & Central Total of Total
|

Number of * ) |
Loans 74 51 105 230 45 1 7 i
Value of
Lioans
$(000,000) 6.1 6.7 . 12.7 25.5 49.8
Average
Value of o %
Loan

$(000) 82.4 131.4 121.9 110.9

Source: Ontario Development Corporations Annual Report

1979/80. p.7.

o iy . - - - E -
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TABLE 7-2

3

NEW JOBS ASSISTED BY CORPORATIONS FINANCING

(EXCLUDING EXPORT LOANS)
Sl

X

Average Average

Estimated Number Amount of

Number . ‘New Jobs of New Loan per

Year of Amount Within Jobs per New Job
Ended Loans $(000) S Years Loans $(000)
1976 240 22,190 2,731 11.4 8.1

<

1977 255. 38,489 5,311 20.8. 7.2
1978 398 53,767 7,103 17.8 7.6
1979 326 64,400 13,548 41.5 4.8
1980 296 34,377 8,281 28.0 4.1

Source: Ontario Development Corporation Annual Report
1979/80. p.7.

The total for 1980 does not agree with that given in Table 7-1
due to the fact that these figures were obtained from sources
having different fiscal reporting periods.

T e B RN
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TABLE 7-3

DISTRIBUTION OF ODC LOANS |
7O PLASTICS COMPAMIES -

- - ) 1967-1982
Range Within
of Metro 25 Miles
Loans Toronto of Metro North East West Total
— -
To $100,000 22 22 10 2 36 92
$100,001 to
$250,000 13 14 10 1 26 64
Over
$250,000 10 5 3 1l 13 32
as 4 23 4 15 188

Total 45 41 23

Source: Unpublished Ontario Development Corporations
material, supplied by Mr. D.M. Goodyear, ODC.

o B e . - - . - P
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TABLE 7-4

DISTRIBUTION OF ODC LOANS IN THE

SOUTHERN AND CENTRAL REGION

PER CENT

Range Within

of Metro 25 Miles
Loans Toronto o©f Metro North East West Total
To $100,000 23.9 23.9 10.9 2.2 39.1 100.0

h $100,001 to N "
- $250,000 20.3 21.9 15.6 1.6 40.6 100.0
Over

$250, 000 31.2 15.6 9.4 3.1 40.7 100.0
‘ Total 23.9 21.8 12.2 2.1 40.0 100.0

Source: Developed from Table 7-3.
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within®®% miles of Toronto. This gives a combined total
of 54.7 per cent. Similarly, 40 per cent of the loans
were given to the Western part of the Southern and Central -
region. These loans are maﬁggd on Figure 7-1 for easy
reference. Table 7~5 shows the dollar value of loans to the
Plastics Industry for the years 1979 to 1982. Table 7-6

. _has been introduced to @.ve consolidation of these loans
for 1979 with 1980, and 1981 with 1982, along with the per
cent change that has taken pl.ace between these time per-
iods. Table 7-6 indicates that an escalation in loans has
taken place between these time periods. The most not;ice-
able change has been an added emphasia to regions other
than within, or around, Metro Toronto. This is signifi-
cant from at least one standpoint - that of the potential
for job creation in these other regions. By applying the
average numbér of jobs creaﬁgd per loan,; from Table 7-2,
to the loans shown in Table g—-G, then Table 7-7 was
developed. This table shows the impact upon the various
regions in terms of job creating applicability.

The data shown in the tables that have been discussed
so far, in this chapter, express quite emphatically that
the total Plastics Industry does depend upon outside sour-
ces for funding; in this case the ODC.

While Table 7-4 indicates that the Metro region is

still a growth centre, Table 7-6 would tend to suggest

b
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TABLE 7-5

ODC LOANS TO THE PLASTICS INDUSTRY

$(000) AND PER CENT OF TOTAL

S
Region 1979 1980 1981 © 1982
Metro Toronto $205 $345 $1299  $155
Per Cent 24.6 . 21.3 27.8 5.3
Contiguous Zones $450 $743 $422 $875
Per Cent 54.0 45.9 9.0 29.9
North & North~East $ 13 $149 $644 $1050
Per Cent 15.6 9.2 13.8 35.8
East  $165 - $1625 -
Per Cent 19.8 - 34.8 -
West & South-West - $380 $681 $850
Per Cent - 23.6 14.6 29.0
Total $833 $1617 $4671 $2830
' 100% 100% 100% 100%

Source: Ontario Development Corporations, unpublished
material. Supplied by Mr. D.M. Goodyear,
Information Officer.
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. North,  ODC LOANS

2 J to the |
.,/ PLASTICS INDUSTRY
Jeam[  1967-82 |

LOANS $100,000 and OVER

a

LOANS $100,001 to $250,000
' b

.

LOANS OVER $250,000
c




~—-_.

136

TABLE 7-6

ODC LOANSE TO THE PLASTICS INDUSTRY

$(000)

Region

Metro Toronto
Contiguous Zones
Sub Total

North & North-East
East

West & South-West

Total

1979/80 1981/82 Per Cent Change

$ 550 $1454

$1193 $1297 -
| $1743 $2751

$ 162 $1694

$ 165 $1625

$ 380 $1531

$2450 $7601

164.4

904.5
884.8

302.9

Source: Consolidation from Table 7-5.

|
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TABLE 7-7

JOB CREATION

Region 1979/80  1981/82
Metro Toronto . 134 355
Contiguous Zones 291 " 316
sub Total - 425 671
North & North-Past 40 413
East ' 40 396
) West & South-West 93 373
Total 398 1853

Source: Calculated from the averages in Table 7-2,

.Y
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that a shift in emphasis has taken place dur1ng 1981/82.
The substantial increases in the value of loans to re-
gions away from the ‘Metro region imply that avsecondary
developmental procesc has begun. The point to~be made
here is that this is not an argument against;i Metro not
functioning as a focal point for developmeng but rather to
underline the fact that a movement away from the centre
has been perceived. This movement conformé to(Perroux ‘s
concept of an established pole spreading 143 1mpact into
the peripheries. ¥ N
The question might be raised at this ;%oint as to
whether or not this involvement, or interfﬁrence. by gov-
ernment in economic spheres, through the sa%ctioning of
loans to industry, actually leads to only aaredistribution
of companies from the centre to the peripheéy, thereby not
adding*to actual overall output: or are thesc industries
additive, in the sense that they contribute increased
output to the economy? In terms of the Profile Industry
the answer would have to be that they add to overall output
and are a positive contributor to the economy.l As most of
thegse firms are small in size, it would be to t?meir disad~-
vantage to split their resource base into more‘&han one
place. Also, the magnitude of the Canadian mar%ct is too

small to attract new ventures, dealing in ctandaf;rd pro-

ducts, to it. The success of new ventures lies in the
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/

optimiging of equipment, in the processing of innovative
products and selling a large share of these products to
export markets. This industry has demonstrated that the .

export market is a profitable area in which to conduct the

. search for expanded sales, thereby decreasing its depen-

dence upon the Canadian market as the only avenue for
sales. |

If the ODC's predictions regarding the increase in
new jobs is reasonably accurate then this industry has
shown that it has a lot to contribute to the Canadian

economic outlook. ‘ *

Economic Horizons

Perroux claims that the complex industrial pole, as,

"<« a centre of accumulation and concentration of human

and capital resources itself, gives birth to other cen-
tres...*l3  *When two of these centres are put into

‘show them-

communication with each other... wide changes
selves in the economic horizons and plans of producers and
consumers."14 Perhpas a short discussion as to what
Perroux was driving at in these quotes is in order. Basic-
ally, he is promoting his original thought that “...
gfowth does not appear everywhere at the same time, it
manifests itself in points or ‘poles' of growth, w15
Growth occurs through the interaction of growth centres.

A centre can grow because of some special feature, or it

v v it P - ot S JR O
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. can remain stagnant. Where a growth pole exists it pro-
vides the impetus for innovative procéues and ideas to
reach out or spread to other centres. The re-u1t° is the
establishment of a ‘-ymbiotic relationship which raises
tﬁe productive lgvels of both centres. In other word;s,
the 'economic horizons' of both centres are expanded.

In looking at the key centres within Southern Ontario
it is intereating to note that some fifty~-five per cent o;‘.‘
all Ontarians live within seven key cantres.*‘ﬂ'rhese are
shown in Table 7-8. Each of these key centres owes its
raison d'etre to some ‘nistorical developmental proce;s.
which for purposes of this resaarcﬁ is unimportant. What
is pertinent is the fact that within a Canadian setting
these centres have grown rapidly since the turn of the
century and could, for all intent and purpose, qualify as
growth centres or poles of development. As an cxamﬁf‘e of
t;his, the hi-ﬁorical development of Hamilton as a centre
for iron apd steel production can be viewed as a growth
pole. 1In terms of an 'econonmic Jhorizon' this industry
acts and interrelates witth other centres v;vithin the domes-
tic economy amd abr&d.

In. terms of the Custom Profile Extrusion Industry,
growth poles are evident, by association, with the follow-

ing regions. Within the Metropolitan Toronto region there

. wa" are ten companies; the contiguous regions of Mississauga,
.

an )
8
L
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TABLE 7-8

ONTARIO'S GROWTH CENTRES

o, e ettt ot e . [ e ettt v Sy e AR s o

-
Population Per Cent Per Cent Per Cent
Key Centres {000) of Centres Ontario Canada
Metro Toronto 2914 6l1.8 33.9 12.1
) Hamilton 536 11.3 6.2 2.2
St. Catharines- 310 ' 6.6 3.6 1.3
Niagara
Kitchener 288 6.1 3.4 1.2
London - 280 5.9 3.3 1.2
1,
Windsor 246 - 5.2 2.9 1.0
S Oshawa 145 3.1 1.7 0.6
Total of Centres 4719 100.0 55.0 19.6
Total Ontario 8587 - e 35.8
Total Canada 24,010 — - -

p' 10

g = e e - - -
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Source: Stats & Facts, Ministry of Industry and Tourism,
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Brampton a‘nd Concord have nine, five and three companies,
respectively. The total contiguous region consists of a
total of :eventeenc~ companies. The hinterland regions hav;
thirteen companies located within them. (For further ‘
references to actual sites the reader can see Appendix F).
The towns or cities within the hinterland regions, could
not, at this time, be classified as growth poles as their
input to the total is not significant enough. However, as
hgs been alluded to earlier 11:1 this chapterv, the future
growth of this industry may well spread into these hinter-
land regions, if the influence of government funding over-
rides other considerations. Now might be an appropriate
moment to review in more depth what the impact or diréé-
tion of the loans from ODC has had, or is having, upon the

Plastics Industry.

Regional Loans From ODC

[y

8ince 1967, the first year for which data pertaining
to the Plastics Industry is available, over eighteen mil-
lion dollars has been loaned by the ODC to this industry.
By breaking down these loans into a regional pattern, some
idea as to the ‘spread effect'l® can be gathered. Table
7-9 details these findings. The distribution pattern of
these loans illustrates quite clearly that a transition

awvay from the centre has taken place. Or, another way of

. looking at this would be to say that, governmental em-

i"i";(*
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TABLE 7-9 ’
ODC_LOANS TO THE PLASTICS INDUSTRY: 1967 -~ 1982
£(000)
Region, ¢0DC § Loans Per Cent
Metro Toronto 1636 8.9
Contiguous Zones . 3772 20.4
Northern Region l' 1474 8.0
Eastern & North-Eastern 5795 31.4
Western Region 5198 28.2
Not Defined 589 3.1 ~
Total . 18,464 100.0

Source: Ontario Development Corporations, unpublished
material. Supplied by Mr. D.M. Goodyear,

Information Officer.
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phasis has been directed moré towards the peripheral re-
gions than the centre. ) “

Of the total loans given to plastics companies within
the contiguous regions, the centres of Brampton, Concord,
and Mississauga accounted for 86.4 per cent. In the
Eastern‘ and North-Eastern regions, Coburg, Trenton,
Napaneé, and Prescott accounted for 55.6 per cent of the
loans. 1In the Western region, Bolton, Hamilton-
Burlington, Oakville, and Centralia received 51.2 per
cent. While these are examples of specific centres that
Imay quaiify as growth poles, within the concept of t;ne
total Plastics Industry, it is felt, at the present time,
that there is inad;éuate data available to arrive at this
conclusion.

What is significant, however, is the ‘b‘ct that the
Metro Toronto centre received only 8.9 per cent of the ODC
loans. While expansion is obviously still in evidence
within this growth centre, it is also clear that other
regions have been receiving an impetus which could readily

develop growth pole industries.

Summary

This chapter was concerned with looking at the impact
upon this industry from a viewpoint that governmental
aseistance played a w;ital role in stimulating movement to

contiguous or peripheral regions. 1In the broad sense,

a2
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this could be what Perroux meant when he said that, ‘each
state tries to exploit the poles under its control'.
Whether the loans through ODC to industry could be termed
‘exploitive' is difficult to ascertain. These loans, one
would assume, are designed to stimulate economic activity
within backward regions.

In the overall scenario of loans to manufacturing and
small businesses, as found in Table 7-4, the Metro Toronto
region and the contiguous zones account for 45.7 per cent
of all loans. This indicﬁtes that a high degree of bus~
iness activity is still taking place }it‘hin these regions.
This could also be seen as a process of solidifying the
Metro region as a growth pole. However, in reviewing
loans to the Plastics Industry, over a fifteen year per-
iod, the emphasis has not been as heavily directed towards
the Metro Toronto région but has tended to take an East

and West direction. Table 7-9 shows that of all loans to
> \

. the Plastics Industry, 59.6 per cent have been given to

regions outside of the Metro area. ’

The significance of this is that it gives credence to
support the belief that a spfeading out effect has taken
place, within the last decade and the Toronto area, per se,
while it is not decreasing in terms of overall importance,
is losing industry to periph’ral locations.

One of the keys to success for economic prosperity is
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the providing of jobs. This industry has deinonstrated
that, as a growth industry, it has the capacity to create
new jobs. The question of how many jobs and where they
might occur is of vital interest to the public, in gen-
eral. The Plastics Industry, as a growth industry, can
provide necessary jobs for the future. Also, as most
companies, newly formed, do not immediately have a full
complement of staff, the possibilities of thig‘ ‘future'
stretch over several years. The fact, too, th;t this
industry is not dominated by what happens within domestic
market, as it depends to a large degree uponl export ord-
ers, makes it perhaps a more stable industry and hence

more attractive for employees.

-
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CHAPTER VIII

CONCLUSION

Synopsis

The preceeding chapters have been concerned with an
investigation of the salient charactefistics of a growth
pole, as proposed by F. Perroux's theory, and their rela-
tionship to the Custﬁm Profile Extrusion Industry. These
characteristics are embodied in discussions relating to:
- the role of innovations.

« the rate of industry growth.

- linkages to other industries.

- the role of a motor industry.

- the role of a key industry.

~ centripetal and centrifugal forces.

The research was concerned with looking at these charac-
teristics and their specific relationship to the Custom
Profile Extrusion Industry to determine whether or not

~ this industry qualified as a growth pole industry.

The Approach

At the onset, six hypotheses were proposed. They
were;
1. The growth structure of the Plastics Industry over the
past decade has been rapid in nature and as such qualifies

as a motor or propulsive industry.

148
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2. Centripetal forces have been a deciding factor in
contributing to the early settlement patterns of the
industry within the Metopolitan Toronto area.

3. Centrifugal forces within the economic¢ environment of
the growth centre have pressured a peripheral expansion of
this industry. ‘

4. The nature of the product life cycle impacts both upon

the growth pole and the growth centre.

through offering innovative products into the marketplace.
6. Government aid has been a force that has propelled

"some industry members to peripheral locations.

Empirical Investigation and Findings
To show the relevancy of the hypotheses, they will be

dealt with, in turn, to see what empricial evidence was

"

i + ’ - ’
provided to substantiate each hypothesis.

1. Evidence of the total growth of the Pvlastics Industry,
on a world scale, can be seen from Table 1-1. Canada's
consumption of PVC, with an average annual growth rate of
9.0 per cent, from 19}78 and projected to 1983, surpasses
the U.S.A., Western Europe and Japan. Also, projected
demand for PVC in Canada, as seen in Table 1-2, has risen
from 357 m‘illion pounds to a projected 549 million pounds
in 1983; or an increase in the order of 192 million

pounds.

|
|
1
|
b

5. The success to date of this industry has been achieved .
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The total PVC market in Canada, in respect !to the
]

production of finished products, is expected to k;I:i.ncrease
5
from 357 million pounds -in 1978 to 652 million pounds in

1985, an increase of some 295 million pounds; or, between
1983 and 1985, an increase of 109 million pound%. These
|

figures are detailed in Table 1-3. 1In Chapter 4, Table 4-

1, the number of companies that represent the Piaatics

Industry is shown. Of the total 1,287 such coq‘i:anies. 775

- ]
or 70.6 per cent of the total are found in the lprovince of
|

Ontario. As Table 4-2 illustrates, across Ca‘m%da some
73,554 workers are employed in this industry, with the

greatest majority, 51,965 workers or 70.6 per cent, em~-

' ployed in Ontario.

For growth, in terms of dollars of sales, Table 4-6
ilustrates the strides made in this industry from 1971,
where sales were $1.2 billion, to 1980 where sales had
risen to $5.0 billion. Within Chapter IV, Table 4-7 and
4-8 show the growth in market share of the industry in
relatio;xship to Gross Domestic Product. As one example of
what is contained within these Tables, for 1980 the Plas-
ticg Pabricating Industry had achieved a 19.4 per cent
share of the Non~Durable Goods Industries. This was an
increase from 14.9 per cent in 1975.

For the Profile Industry, Table 5-5 shows the outlook

for growth. These projections clearly suggest that future
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growth will be rapid, falling within a nine and a twelve
per cent range. These empirical examples illustrate the
growth characteristics of this industry sector, and demon-
strate that annual growth has taken place at a faster rate

than that of the national economy.

2. That centripetal forces have.contributed to the set~

tlement patterns of this industry within the Metro area
can se seen from the following empirical evidences. The .
discussion within Chapter V indicate that this industry

requires a high degree of technical expertise, both in z
terms of men and machines. From discussions with several
industry members it was discovered that many of the foun-
ders of this indu;try were of European origin. The at-
tractiven;ss of Metro Toronﬁo, fof whatever personal
reasons, became their focal point for settlement. The
firms whi%h these individuals founded had their roots
within thg Metro Toronto region. : ]

As these companies were being established the need
for support services was also developing. The Metro re-
gion became a focal point for these supportive industries.
Table 4-4 gives evidence of three selected industries
which, basically, rely on the Plastics Industry for their
raison d'etre. For example, of the Materials and Sup~

pliers Industry, 74.7 per cent of all these industries are
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located within Ontario. Within C:nta.rio. 77.2 ber cent of
these companies are located within a 25 mile r;dius of
Metro Toronto. This shows that a high degree of linkage
takes place between the subject industry and the supply
industries. The linkages have important consequences in

relationship to external economies.

3. That centrifugai forces are at play in the process of
decentralization of this industry are seen from these
empirical observations. One of the basic forces at work
is seen in the maturing process of this industry and the
products that it produces for sale. While many products
could be called innovative, for example, window compon-
ents, as they become standard productibn itens tl;e same
need for highly !skilled workers to develop and produce
these items no longer exists, or exists to a lesser de-
gree. The manufacturer can only increase, or maintain,
his profit line if subsequent costly overheads are re-
duced. Z;En"the evidence concerning high tax rates, intro-
duced in Chapter V, as well as increasing realty costs,
plus the percepti(;n by the industry members that future
expansion of the industry is more likely to occur outside

of the Metro region, all combine to show that forces are

at work which eventually will move this industry away from

the growth centre. The point here is that it is not any
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single force which will promote this decentralization
movement -but rather that a combination of many underlying
factors, in concert with each other, will cause this

decentralization process to occur.

Other forces, or factors, also play an important role

“in this decentralization process. 1In Chapter 1V it was

noted that The Steering Committee on Economic Development
perceived five causal factors which were in evidence as
forces which were impacting upon the Metro core region.
Their analysis determiﬁed that future manufacturing growth
would take place within regions outside of the Métro area.
This industry's attractiveness, as indicated in Chapter
IV, Table 4-9 and Figure 4-1, where growth was shown to be

at a faster rate than GNP and pricing was seen to be

competitive with primary materials, makes it a target for

others \vanting to get into this business. Also, the fact'
that many of the products that are manufactured within the
industry are direct replacements for primary products
affords the entrepreneur the opportunity to select a "éo:-
sible item, or a series of such items, where through the

technology inherent within the PVC process he will be

able to produce an equivalent product using PVC.

F;inally. some of the responses to* the questionnaire
indicated that the uniqueness of this group of industries,

in itself, helps to account for a possible decentraliza-

®

bi
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tion process. For example, égestion 19 showed that a high
degree of research and development is done by these com-
panies. They do not have .to rely upon outside sources to
any large deéree. Question 18 also showt; a certain inde-
pendence, insofar as prices are concerned, as rising ener-
gy prices have, in fact, made this industry more competi-
‘ tive than their competition. These two factors would then
“allow a freedom of movement to other locations. However,
as this industry is atil:} more or less in the development
stages it is difficult to petceive any definite series of
actions which will occur all at one mom;nt in time. The
more likely scenario is that decentralization will take

place, slowly, over time.

4. The product life cyclé has differing impacts upon the
growth pole and the growth centre. For the growth pole it
centrés around the need to maintain a viable base of
products, innovative in natur‘e. which will allow it to
grow as an industry. Because this industry is so young,
in terms of time, the growth of t}m industry is still
taking place. The innovaﬁiva products which have come
into being, such as eavestroughing, windows and ;i?iing:
have passed the dcv\alopment stage. These are now accepted

consumer products. Their growth occurs as either in new

housing projects or as replacement p}artl when remodelling

—_—
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or renovating. The total scope of this market is ‘very
difficult to ascertain as consumer prefgrences, pricing
and availability of product all come into play. For the

" industry, Yhiie a majority still rely on these products to
maintain their f£firm, new producfs will have to be intro-

duced if they are to maintain the driving force which they
‘ »

have demonstrated to date. The other side of the coin is

that they will have to reduce costs to maintain the re-

quired profit levels. To do this they may have to search
for new, less expensive locati{ons. As has already been
shown in Chapter V, Table 5-19, the realty taxes, for
example, decrease with outward distance from the Metro
core. This would be only one factor that would have to be
taken into consideration if a plant is to move. If a plant
does elect to move, then the cc;nsequences to the region
which it is leawing are noticeable. The discuasion ‘regar-
ding the impact upon the Metro core, in’ Chapter 1V, gives
evidence‘of this. While the centre has, over time, been a
force that has attracted industry to it‘becauae of a more
sophisticated infrastruct‘\;’re, more customers, and close-
ness to competitors and suppliers, the opposite effect
will take place qat an industry, or a set of industries,
decides to move to more peripheral locations.

As the PVC industry demonstrates a more mature phase,

' (%
then, no doubt, more of an exodus will be evident. The

s !
v

—— e

.
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core regions will then have to dﬁange their direction from
that of a manufacturing entity to more of a service base.
This was the findings of the Economic Development C)

Committee.

5. The success of this industry, due to its offering of

innovative products, has been extremely rapid. The growth

has been examin throughout this paper, demonstrating

* that this industr has achieved a niche for itself in the

Canadian marketplace. Exampies of their growth have beeg
introduced and discussed in Chapter IIl, Tables 3-5, 3-6,
and 3-9, and Chapter 1V, Table 4-5.

The success of the Profile Industry has, t; a large
extent, been achieved due to the acceptability by industry
and consumer alike of their light-weight and durable pro-
duct offerings. The versatility of colour and design
potential makes this (PVC) an easy product to work with,
hence the scope of new product’ offerings in the future is

virtually unlimited. . -

. *
6. Government aid has been responsible for propelling
som; industry to peripheral locations. The role of the
various governments, federal and provincial, is tohelp in

the bringing of industry to regions that appear to be
underdeveloped.
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In Chapter VII evidence was presented which showed ¢

the involvement of the Ontario Development Corporations in

loans do create jobs is seen from Tables 7-2 andv7-7.
From Figure 7~1 tye areal distribution of these loans is
apparent. Table 7-3 shows the ranges of loans, while
Table 7-4 shows their diatributgcn within the Southern and
Central region. fable 7-6 clearly indicates that, on a
per cent basis, the thrust in the granting of loans has

shifted away from the Metro region. Por 1981/82 it is

' clear that a new emphasis has taken place in the direction

of the lcaps. Table 7-9, which shows total ODC loans to
the Plastics Industry from 1967 to 1982, illustrates the‘
peripheral nature of these total loans through time.
There has been a definite shift away from the Metro re-
gion, although this fact does not detract from the Metro
region as still functioning as a growth centre. 7
The distribution of the Custom Profile Extrusion
Industries, in Appendix F, shows the settlement pattern of
this industry in 1980. While the results are inconclu- !
sive, inasmuch as it cannot be said that these firms afe
located where they are because of government intervention
it does appear that the centres of Mississauga, Brampton, 4
and Concord have arisen as dominating centres within the

growth pole context. It is expected that future growth

.3
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will take place in a more Westerly direction as government
seeks in helping this industry to cxpand. This o;pan-ion

will probably follow a natural directional flow along

"Highway 401. This highway is, basically, the 1link which

joins the other centres of growth in Southern Ontario, as

detailed in Table 7-8.

This treatise has been directed to an examination of
the Custom Profile Extrusion Industry to show how it
exemplifies those characteristics which are necessary in
order for it to qualify as a growth pole industry.

‘The subsequent identification and evaluation of six
hypotheses, concerned with an assessment of the attributes
and characteristics of this industry, was offered as a
methodology by which a growth pole industry c;uld B:J
evaluated within the bounds of Perroux's theory.
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APPENDIX C

REGIONAL TORONTO

-~

4 20

' 2 22 a

Metr litan Toronto ion of York
1.7 Ccity of Toreato . Markham
2. Etobicoke - . 16. Vaughan .
3. York 17. Richmond Hill
4. North York 18. Aurora
8. East York 19. HNewmarket
6. S8carborough ) 20. East Gwillimsbury Twp.

21. Whitchurch~8tou£:villc

_n_._,.gion of Durham : 22. King Twp.
. ckering 20A. Georgina Twp.

8. Ajax

9. Whitby Region of Pesel

10. Oshawva « Mississauga

1l. MNewcastle 24. Brampton

12. Uxbridge Twp. 25. Caledon

13. S8cugog Twp. ’

14. Brock Twp. ; T
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APPENDIX E

PLASTIC PROFILE EXTRUSION EXTRUSION INDUSTRY MEMBERS

‘Hinterland Regions

‘*Crila Plastics
*Mac Tac Can. Ltd.
*Building Products
*pxtrusion Plastics
*Micro Plastics Ltd.
Provincial Plastics
*plastoflex Ind.
1Quality Plastics
Trident Ind.
Arrim Gard
Dashwood Ind.
United Plastic Ext.
GSW

Metropolitan Toronto

Shaw Flexible Tubes
Tillotson Plastics
*Toronto Plastics
*Grandview Ind.
. Lido Ind. Prod. Ltd.
*pillar Plastics Ltd.
*Mimico Extruders
*Rim Trim Ltd.
*Creators Can. Ltd.-

* Respondents to the qugntionﬁaire.

Bolton
Mt. Forest -
Acton
Markham
Guelph
Cambridge
Rockwood
Oakville
Waterloo
London
Centralia
Centralia

~ Barrie

Contiquous Regions

Brampton
* ¥Bramtech Extrusions

Finercraft Plastics

" *Homeshield Ind. Ltd.

*Plastmo Ltd.

*R & M Plastics Ltd.

Mississauga
*PV Trim Ltd.
*rrim Fab Ltd.
*Benlan Inc.

Daymond Ltd.
*Polyform Ltd.
*Rexdale Plastics Ltd.
*Kyoda Plastics
*Prasada Plastics '

Performance Plastic Ltd.

Concord .

*Ninety-Eight Plastic Trim

r'Duroflex Plastics Lta.

Yorkview Plastics Ltd.

PSRRI ARE .
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Appendiit F

" LOGATION of
PLASTIC PROFILE EXTRUSION INDUSTRY

Barrie

Mount Foreste

Concord

Acton Brampi
Rockwood g ®
Gueiphe

Wateriooe

®
5 Centraka Cambridge

Londone

sGusiph Represents one firm 60 0

4 | OO SR U | 4

Bolton e eMarkham

SJOkm

gconcord Represents three firms

»

- Mg et
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APPENDIX G

SURVEY OF THE CUSTOM PROFILE EXTRUSION INDUSTRY

How long has this company has been located:

A

a) at this address " no. years
- b) any other " no. years
c) address of (b)

Average annual number of employees for the years.

4

1950 1960 1970 1980

No- - T

Your estimate of the total PVC profile extrusion
marxet for the following years, in millions of
dollars

1980

m————

1950 1960

~.)~£—?—0—

—

$ Domestic
$ Exported

Your company's annual sales for the following years
in thousands of dollars .
1950 1960

1970 1980

§ Domestic : ‘
$ Exported

‘What percent of your domestic sales occur within:

Metro Toronto
Eastern Ontario
Western Ontario
Northern Ontario
Quebec

Atlantic Provinces
Western Provinces
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Of the extruders that you currently have, how many
were purchased:

a) within 10 miles of your location
b) within 20 miles of your location
¢) greater than 50 miles

d) imported from USA/overseas

Of the total active dies within your plant, how many
were: )

a) made in the plant

b) made within Metro Toronto :

c) made outside of Metro Toronto (Rest of Canada)
d) Made outside of Canada

Looking to the future of the profile industry, how do
you see the outlook for growth. Circle what you feel
is the most appropriate answer.

Rates are average annual percent, based on total
industry dollar sales, unadjusted for inflation.

Through the 1980's to 1989.
a) 0-2 b) 3-5 ¢) 6-8 4d) 9-12 e) 12-15 £) over 15

sThrough the 1990's to 1999 :
a) 0-2 b) 3-5 ¢) 6-8 4d) 9-12 e) 12-15 £) over 15

Through the 2000's to 2009 !
a) 0-2 b) 3-5 ¢) 6-8 d) 9-12 e) 12-15 f£) over 15

Of the products you manufacture what percent has
replaced traditional materials e.g. wood, glass,
aluminum, or ironm. ;

a) less than 25%
b) 1less than 50%
¢) less than 75%
d) greater than 75%
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11.

12.

13.
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In your éxperience what impact have government
grants/lpans had on the overall profile industry:

.¢ircle one.

a) none whatsocever,
b) some impact
¢) a lot of impact

—

Your plant is obviously located where it is for some
particular reason (s). From the following list
select the five most important categories-and rank
from one to five in order of importance as they apply
to your company.

avaxlability of labour

convenience to market

availability of building or other property
lower labour costs

availability of* raw materials

less unionization

local co-operativeness 7

home of management

climate

transportation costs

adequate power

centre of particular industry
transportation facilities

decentralization of operation

favourable tax structure

financial aid
other (specify)

N PN PN P P G P P P P N P P P P P P
VUVVWV\'VVVVVVQVV

Are current government programs, (federal/provincial)
adequate in providing grants/loans for research/deve-
lopment equipment etc., circle one.

a) no help available

b) help available but inadequate

c¢) adequate help available

d) unfamilar with government programs

What advantages do you perceive as receiving because
you are located reasonably close to your aompetitors;
circle as many as arc‘hpplicable.

a) none -
b) exchange of ideas. tochnology, etc,

ERNCPTTIT. 3
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c) makes suppliers move closer to us

d) keep up to date more readily with changes in
market demands

e) competitiveness as an incentive for sales

£) would rather we were located elsewhere (i.e. not
in Metro Toronto)

g) othex (specify)

14. What percent of this company is controlled by:

Canadian interests
b) American interests
c) European interests
d) other interests

-

15. What would be the average distance of all your
“ employees from your plant to their homes; circle one

a) less than one mile .
b) 1less than three miles

¢) less than five miles

d) Dbetween five and ten miles

e) more than ten miles

16. From your warehouse, what percent of final products
are transported by:

a) your own carriers (owned/leased)
b) common truck carrier
c) rail’

17. If you had to consider moving your plant from Metro
Toronto, which of the following areas would you
select; and what specific place.

a) Maritime provinces
b) Province of Quebec
c) CEastern Ontario
‘1Ih..~‘ d) Western Ontario
e) Northern Ontario
£f) any province west of Ontario: specify which
one
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20.
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o

What has been the impact upon your company of rising
energy prices. Select one from (a) or (b). '

i.

ii.

iii.

iv.

(a) more competit'ive with primary productg,
i.e. wood, etc.
(b) 1less competitive with primary products.

(a) increase of sales
{(b) dJdecrease of sales \
(a) more cost-control conscious

(b) grin and bear '

(a) increase prices to customers to compensate
(b) accept lower margins

(a) look for alternative sources
(b) basically maintaining the status quo

What research and development (R&D) is done within
your own plant versus external sources. Circle the
appropriate answer.

(a)
(b)
(c)
(a)
(e)

80 - 100%
60 - 80%
40 - 608
20 - 40%

0 - 208

Would you see future growth of your industry as

occurring: .
~a) through established plants expanding in situ.
b) through es s companies expanding into new
locations, within Metro Toronto. .
c) through established companies expanding into new
locations, outside Metro Toronto.
dg new companies starting up within Metro Toronto
e

ocutside Metro Toronto

- —

‘t‘“ -
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Also, in terms of future industry growth (i.e. plant
locations), would you perceive Metro Toronto as being
the prime place and to what degree

a)
b)
c)
a)
e)
£)
g)

IES
1008

908

808

708

608

508
below 508

NO:

if your answer is no, then
specify what other place
would outrank Metro
Toronto.

Any comments you wish to m&c pertaining to growth
and location aspects of your industry?

o
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