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This report consists of both a review and evaluation

of the CEDF program. Chapter 1 provides an introduction to

CEDFts legislative mandate, and presents the frameworks

developed for analysis, revierv and evaluation of data. An

overview of current CEDF structure and operation is presented

in Section 2.L. The balance of Chapter 2, and each of Chap-

ters 3 and 4, presents detailed analysis and review of data

(see Figure 1.3) .

Evaluation of pïogram effectiveness rests primarily

on quantitative analysis reviewed in Chapters 2 through 4.

Chapter 5 summarizes and evaluates the rnajor findings of previous

chapters. Footnotes are used to reference source data. Thus,

the report may be comprehended by reading the first and fifth

chapters (ie. data are analyzed using a standard 'double entry'

format to ensure internal consistency; detailed examination

of souïce data is possible but optional). Chapter 6 presents

Tecornmendations for irnproved programning v¿hich fo1low from

review and evaluation of data.

The report is designed for a broad range of readers.

Consequently, quantitative analysis is involved but relatively

straight forward. Hypothesis testing was avoided in an effort

to maintain a non-technical approach to a complex subject

matter.

INTRODUCTORY NOTE TO READERS



The Cornmunities Economic Development Fund is a provincial

crohrn corporation established in I97]- to, "encourage optinum

economic development of remote and isolated communities" lvithin

l"lanitoba. The Fund is both a lender of last resort and a cornmunity

development agency.

The CEDF program includes lending and non-lending com-

ponents. Lending activities are extended in response to appli-

cations for financial assistance. Non-lending activities are

less clearly response-oriented and have included various manage-

ment organization and support services, some of which have been

cost shared under the L976 Canada/\{anitoba Northlands Agreenent.

This reÌlort focuses on lending activities. Non-lending support

services, together with results of a field survey of client

percejltions , are revielved in l'{. L. Scottrs, The }{anitoba

Communities Economic Development Fund--A Social Perspective.

ABSTRACT

The CEDF program is conceptualized as a system com-

prising inputs, internal processes, outputs and prirnary effects

of outputs. The studyrs objectives are to systematically

analyze and review weakness, prirnary effects and changes in

lending activities, and to evaluate program effectiveness.

Formal evaluation perspectives and criteria are drawn from the

Communities Economic Development Fund Act. Operational, dis-

tributional and developmental perspectives are developed to

represent prirnary dinensions of programning from a societal

standpoint.
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quite effective in executing legislative responsibilities, but

that weaknesses in orograrn delivery and orientation do exist.

Frorn an operational perspective, CEDF has been very effective

in recovering loan monies (rnaxirnurn financial losses calculated

at roughly 20%). Operational weaknesses hrere considered to

relate prirnarily to interagency /interjurisdictional coordination,

diverse physical and socio-economic conditions in the north

which act to constrain 1ocal business potential, and management

abilities of clients.
From a distributional perspective, the Fund has financed

and supported a variety of enterprises throughout Manitoba.

Program efforts have been equitably distributed ín relation to

denand for service. I..lost pro j ects have been sole oroprietor-

ships in the tertiary sector. Projects have been distributed

over regional centres in the north, as well as smaller, more

remote native settlements. In general, communities lacking

road transportation received fewer projects than more accessible

communities. Current policy restricting loans to reserve

projects appeared to be a related factor, and an obstacle to

fulfillment of legislative directives.
From a developmental perspective, approxinately 70%

of projects hrere nevi, and a majority of projects continue to

operate under original management. The Fund balances dual

roles as lender of last resort for disadvantaged individuals,

and community developnent agency for loca1 associations and

community developrnent corporations. The Fund's response-

iii

It was concluded that, overa1l, the Fund has been



orientation, while offering definite advantages, hras considered

a weakness in that applicant perceptions of economic opportunities

appeared narrowly focused in rnany cases. Recommendations for
inproved prograrnrning aim to extend the range of business

opportunities which the Fund can develop, and to increase

operational and distributional effectiveness.
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Application-the request for financial assistance subnitted by
an applicant. Applications include I33 files recording
initial enquiries which were not followed by submission
of a loan application form (see p . 26 to 28).

Approval-an application which is reviewed within the program
system- and is approved and financed (see Figui^e 2.Ð.

Client-any individual or group whose application(s) is approved
and financed.

Disbursements-the individual conponents of lending efforts:
loans and guarantees.

Joint Finance/Joint Venture-any form of joint financial effort
involving extra-Fund investnent which is included as
part of CEDF approved investment in an enterprise.

Lending Efforts-that subset of program outputs which consists
of loan financing.

Program Effects-the socio-economic consequences of program
outputs.

Prinary Effects-the direct consequences of establishing
and/ or financing pïoj ects. Prirnary effects are
considered to include service, employment and income
effects generated by initial establishnent of a croject.
Impacts/Secondary Effects-the indirect consequences of
establishing and/or financing projects. Secondary
effects are considered to include ernployment, income
and other socio-economic consequences of project oper-
ation. Note that certain problems of political adnin-
istration and management control (see Section 2.30)
are considered inputs to the CEDF program system. Such
problems act.as feedback links between secondary effects
and program outputs.

Program Inputs-the goa1s, objectives and internal resources
combined within a program, and the external influences
to which a program responds. Program inputs are con-
sidered to include legislation, policy directives,
capital authority, manpower, applications and manage-
ment problems.

Program Outputs-a11 actions and efforts directed toward clients.
Program outputs are considered to include management
support and control functions as well as lending efforts

xiii
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Program/Program Systen-CEDFrs institutional structure, operation
and internal processes.

Project-the enterprise which
of CEDF finance (eg.
pro j ect _may receive
expand from one type
The second approval
an existing project,

is supported or created by means
one CEDF financed consturction

subsequent loans or guarantees to
of construction into another type.

is then counted as expansion of
not as a second project).

x1v



CHAPTER 1

INTRODUCTI ON

The Subj ect of Evaluation1.0

This report presents results of a study designed to

evaluate selected aspects of developmental programming con-

ducted by the Communities Economic Development Fund (CEDF).

The Fund is a Crown corporation established in 797I to act

as both a community development agency and a lender of

last resort. This report focuses on the Fund's lending

efforts, and the effects of those efforts. Results of the

study aim to provide information on the effectiveness of the

Fundts programming as a second decade of operations commences

In July of I97I, the Province of Manitoba enacted

the Communities Economic Development Fund Act. The purposes

of the Crown corporation thereby established were, and

remain:

. . . to encourage optimum economic development of
remote and isolated comrnunities within the province
and to that end,

a) to provide financial or other assistance to
i) èconornic enterprises to be established and,

ii) community development corporations.

b) to emphasize and encourage the expansion and
strengthening of sma11 to medium-size economic
enterþrises which are 1oca11y owned and operated,
and

c) generally to assist the ninister in furthering
economic development on behalf of the residents
of remote and isolated communities particularly



as regards economically disadvan taged persorrr. l

In addition to the developrnental and distributional
goals cited above, s.11(7) of the Act instructs CEDF, "...
to maintain a reasonable diversity in the location and type

of economic enterprises, as reflected in the total amount

loaned and outstanding at aîy time."2

The balance of the Act deals largely tr'ith operational

aspects of CEDF's rnandate. 0f chief importance is the Fundrs

response orientation. Lending and organi zational efforts are

extended to prospective clients in response to applications

-z-

for financial and developmental assistance.

Act defines 12 general considerations to be included in assess-

rnent of applications.3 Considerations range from technical

and financial requirements of a project proposal, through

projected economic, social and biophysical effects of extend-

ing f i-nancial support to a proj ect.

1.1 The Studyrs Purpose

Developmental prograrnming tends to be experimental.

Because such programming occurs in socío-economic rather than

laboratory environments, the many texperimental variablest

involved can not be strictly controlled. Sinilarly, 'exper-

irnental outcomesf can not be predicted wíth precision and

prograrnming must be adjusted to account for unexpected problems

S.11 (3) of the

lco*rr¡nities
of Manitoba, 1978.

2-...-Ibid., s. 1

3Ïbid. , s. 1

Econonic Development Fund Act.
C.155 s. 3.

1(7) .

1(3).

Statutes



and consequences. It folLows that conscientious management of

developnent programs requires periodic evaluation of objectives,

and program effectiveness in neeting obj ectives.

This study is designed to provide information to CEDF

managers on the characteristics and effects of the Agency's

lending efforts. The study analyses key elements of the lending

program and is intended to provide insights and perspectives which

nay be useful in planning and implementing future CEDF activities.

-3-

L.2 Evaluation Framework and Scope

Public expenditure programs nay be conceptualized as
A

systems. - In the broadest terms, a public expenditure system

will consist of inputs, internal processes, outputs, effects of

outputs, and impacts of effects. Inputs will include program

goals, manpower and financial capacity. Internal processes con-

sist of operational procedures for applying manpower and money

to program goals. Outputs are comprised of the efforts made

as a result of internal processing of inputs. Each such effort

constitutes an event which will produce primary effects and

secondary i-npacts.

lllithin the general structure of public expenditure pro-

grams, various approaches to evaluation have been developed to

meet a range of infornation requirements. Carter and ltlharf

4orb"1d"ston, G. F.
A Treasury Board Viewpoint.

Evaluation of Public Programs:
ern



distinguish three principal types of evaluation.5 In descending

order of complexity and methodological difficulty, these

concern:

(1) Assessment of Progran Efforts--the kind and
quantity of activities developed to satisfy
fhe program objectives are reviewed and discussed.

(Z) Assessment of Program Effectiveness- -the con-
Lributions of program efforts to the fulfillment
of program goals are analyzed.

(3) Assessment of Program Efficiency--the costs of
achieving goal fulfillment are quantified.

Assessment of both program effectiveness and prograrn

efficiency relies on a review of program efforts. Lending

efforts comprise the subset of outputs which are the focus of

this study. Managerial support ('non-lending' effort) is an

important component of CEDF operation and is central to the

following analysi-s; but it is not measured, and is considered

in relation to the economic requirements of program efforts.
Assessment of program effectiveness aims to determine

the degree of goal fulfillment which results from program efforts;
the degree to which "outputs" have satisfied program goals by

producing desired "effects". Unlike assessrnent of efficiency,
program effectiveness can be represented quantitatively without

the exacting requirements of a cost per unit output measure-

ment. To the degree that program elements can be enumerated,

effectiveness can be approximately rmeasured'.

-4-

Developnent Programs
0ttawa, I973.

5carter, N. and ltlharf ,
. Canadian

8., p. 18. Evaluating Social
Council on Social Development,



-5-

The Communities Economic Developnent Fund Act consists

of three components which have been character;_zed as operational,
distributional and developmental. The study adopts these three

aspects of CEDFTs mandate as peïspectives from which program

elements are reviewed, and program effectiveness is evaluated.

'Each of the three perspectives encompasses different character-

istics of inputs, outputs/efforts and effects.
From an operational perspective, CEDF is response-oriented.

Applications for financial assistance represent fundamental in-
puts. Characteristics of applications for assistance largely
deternine the kind and quantity of program effects. Equally

fundamental, the Fundts capital authority ultirnately determines

the upper limit of financial assistance which CEDF can offer. T

Problems encountered in project management, and 1eve1 of re-
payrnent of term finance, Tepresent tsecond round' inputs which

fo11ow from CEDF investment efforts.
From an operational perspective, program outputs are

represented by the value and financial composition of invest-
ment, as well as the number of applicant referrals to other

sources of assistance. Primary operational effects aïe re-

presented by overall pattern of expenditures resulting from

6To the degree that the Fund takes an active role in
directing the enquiries of comnunity groups and institutions
(eg. requiring or counselling formation of a conmunity develop-
ment corporation as a condition of finance) CEDF programming is
not stri ctl-y response-oriented.

7Noa" that the availability of nanagement support services
is an equally inportant liiniting factor. l,lo atternpt was
made to directly measure the importance or effectiveness of
'non-lending' program efforts.



investnent of finance. The irnpact of application refusal, and

the effectiveness of referral services, were not assessed.

Figure 1.0 presents the variables and measurement used to

represent program elements from an operational perspective.

Perspective One: Operational Characteristics

Program
E lements

a) Inputs

-6-

b) Outputs

Variables

- applications
-capital authority

c) Effects

Figure 1.0

-Ioan/guarantee repayment dollars and frequency
-management problems

-approved finance

-joint finance
-applicant referrals
-expenditures

From a distributional perspective, program elements

are represented differently. Legislation directs the Fund to

offer assistance to remote and isolated communities. Inputs are

therefore represented by characteristics of applications and

frequency of management problems according to geographic location.

The Act further directs the Fund to "maintain reasonable diversity

in the location and type of economic enterprises". Sectoral

characteristics of applications and management problems represent

program inputs from this second distributional perspective.

The distribution of program outputs is represented by the

composition and value of approved finance over geographic 1oc-

ation and economic sector. The Act specifies that assistance is

Framework for Review and Evaluation of 0perational
Characteristics.

It{easurement

frequency
dollars (current)

frequency

frequency, do11ars, term,
interest rate

frequency and dollars
frequency

percent dollars



to be offered to community development corporations (CDC's)'

In order to distinguish efforts directed toward CDC's and other

community organizations, program outputs are accounted according

to proprietorshiprS as well as location and sector. The number

of projects and distribution of expenditures are used to represent

prirnary program effects from a distributional perspective'

Figure 1.1 presents the analytical framework frorn a distributional

perspective.

-7-

Perspective T\¿o: Distributional Characteristics

Program Elements Variables lleasurement

a) Inputs

b) Outputs

- applications

- management problems

- approved finance

- joint finance

c) Effects

Figure 1.1 Franework for Review and
Characteristics

expenditures

projects

frequenry over geographic locatíon

frequency over economic sector

dollars and frequency over
geographic location

dollars and frequency over
economic sector

dollars and frequenqF over
proprietorship

percent dollars and frequency
over geographic location

percent dollars and frequency
over economic sector

percent dollars and frequency

84., overview of 1eve1 of application according to
proprietorship is presented in Table 4.3. Owing to the
relatively few numbers of applications from community
organizations, detailed review of inputs according to
proprietorship is not presented,

over proprietorship

Evaluation of Distributional



In general terms, the Act explicitly states the means

by ivhich developnent is to be promoted. Econornic enterprises

which are 1oca11y owned and operated are to be established,

expanded and strengthened.9 The types of economic enterprises

for which applicants sought funding (ie. ner,\¡, expans ion, re -

finance or purchase of existing enterprises) are used to

represent inputs f rom a developrnental perspective. SiniIarI^¡,

outputs are measured by the composition and value of investment

according to type of enterpris".10

Prirnary developmental effects are represented by the

frequency of project funding and composition of expenditures

according to type of enterprise. In addition, continued project

operation is used to approximate the degree to which develop-

mental goals have been advanced by CEDF. The developrnental

goal of "optimum economic development" includes distributíonal

components. Frequency of continued operation is therefore

considered in relation to location, sector and proprietorship

as well as type of enterprise. Figure I.2 illustrates this
third analytical perspective.

9Arristance to "economi calLy disadvantaged peïsons"
is considered quantitatively in I,{. L. Scott' s , An Evaluation
of the Manitoba Communities Economic Development Tunã::T-Tocial

1Owith one exception (representing an association of
1oca1 interests) local ownership has been a prerequisite for
financial assistance.



Perspective Three:

Program
Elements

a) Inputs

b) Outputs

-9-

Developmental

Variabl es

c) Effects

- app 1i cations
-management problems

-approved finance

-joint finance

- exp endi tures

-pro j ects

Figure 7.2

Characteristics

Measurement

Evaluation of program effectiveness varies according

to the evaluation perspective adopted, the variables measurecl,

and the form of measurement. From a broad societal standpoint,
each of the three evaluation perspectives is important as an

expression of social and legislative goa1s. The Fund, the

applicant and the client nay be expected to adopt more narrowly

focused effectiveness criteria according to the particular inter-
ests which each pursues. Social goals are assumed to encompass

the particular interests of applicants, clients and CEDF.

Fron the applicantrs standpoint, i)rogram effectiveness

is represented by the Fund's ability to match business needs

with appropriate sources of assistance, financial or otherwise.

The outcome of loan applications is used to represent the

applicantfs perspective as well as to review the socio-economic

environments in which the applicant and the Fund pursue develop-

mental goals.

and proprietorship

Framework for Review and Evaluation of Developmental
Characteristics.

frequency over type of enterprise

dollars and frequency over type
of enterprise

percent dollars and frequency over
type of enterprise

frequency of continued operation
over type of enterprise,
location, economic sector



Frorn the clientrs perspective, the Fund is effective

to the degree that financing is secured, and required technical/

managerial support is forthcoming. The Ieve1 and type of

financial support, together with the incidence of rnanagerial

problems and client ability to sustain operations, are used to

represent effectiveness criteria from the client's perspective.

As societyrs agent in promoting broad social goals,

and particular applicant and client interests, CEDFTs own

effectiveness criteria are both developrnental and distributional.

In addition to extensive interest in assisting the applicant/

client, CEDF is concerned with operational effectiveness, where

operational effectiveness is represented by the leve1 of loan

repayment as well as transactional effectiveness.

The Act explicitly states, in general terms, the means

by which economic development is to be advanced. Establishment

and operation of 1oca1 economic enterprises by economically dis-

advantaged persons are the inplicit ends of development. The

relationship between ends and means is not clearly outlined

by 1egislation.11 Applicants, clients and pïojects are unique,

and the effects of project establishment are experienced across

diverse physical and sociological environments. SinilarIy, the

aspirations and capacities of individual communities would be

expected to determine highly variable views of rtoptimum" economic

development.

-10-
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Quantitative assessment of effectiveness is necessarily

limited. Technically, program effectiveness could be rmeasuredf

in relation to specific objectives (as, for example, where a target
figure of numbers of loans or projects is developed as a base-

line against which effectiveness can be calculated). In the

absence of a t developmental plant , program effectiveness cannot

be simply calculated.

Rather, program effects are systematically documented

and placed in the context of social goa1s, applicant demands,

and the Fund's ability to pûrsue social goals and meet applicant
demands. The degree of success, or program effectiveness, in
meeting legislative requirements is represented by the data

presented. Assessment of the degree to which individual remote

and isolated communities have advanced, through the efforts of
CEDF, from an "undercleveloped" to a "developed" condition, is
beyond the scope of this study.
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1.3 Objectives and Outline of the Report

The purpose of this evaluation is to provide infornation
which will be useful to CEDF management and staff in their
consideration of future program efforts. To this end, the

four specific objectives of analysis are as follows:

(1) To identify possible weaknesses in current
progranning by systematically documenting,

(a) the constraints under which commercial
economic development st'rategies must
operate, and

(b) the obstacles to financing and successfully
operating northern businesses.



(z) To review the economic effects of lendingefforts in terms_of operational, aiiïirbutionaland developmental chaiacteristiós.
(3) To examine changes in the pattern of lend.ingover time, lo identify posèibte .r.ri"i of suchchanges, and to examine^ factois turriðrr*r"yinfluence future program efforts
(4) To evaluate program effectiveness from operationaldistributionã1 ánd developmental perspectives,and to offer correspond.ing recommenclations forimprovements.

Each of the first three objectives corresponds to a

separate chapter. The final objective is addressed in the last
two chapters. All three evaluation perspectives are contained
in each chapter and are represented according to the frame'orks
outlined in Figures 1.0 to I.Z.

chapter z is concerned with program inputs, and less
extensively, with internal processes. Economic limitations
confronted by CEDF and applicants are reviewed in sections
2.r to 2.3- Management problems faced. by the Fund and its
client's are examined in sections 2.4 to 2.6. chapter 3

concerns system outputs and presents a summary of lending
efforts, together with interpretative reviews of effects of
lending. chapter 4 describes changes in program elements over
time, and examines extra-program rinput factors, which have,
or may be expected to influence Drogram efforts. Interpretations
of anarytical results presented in chairter 4 are largely confined.
to operational and distributional perspectives, since,,successful,,
funding of a project which continues to operate can not properly
be attributed to either the year in which financial assistance
was extended or the year in which financial assistance was

-L2 -



repaid or defaulted.

reviewed in Chapter 2 through 4. Prograrn effectiveness is not

"measuTed", but is assessed in relation to quantitatíve data.

Chapter 6 summarízes conclusions derived frorn review and eval-

uation, and offers reconmendations for irnproved program effective-

ness. Figure 1.3 illustrates the organizationaL forrnat for

presentation of data, review and evaluation of analytical results,

and reconmendations for irnproved program effectiveness.

Chapter 5 summarîzes and illustrates observations

-13-

L.4 Data Collection and Conpilation

The na j ority of data used in this study l^Iere derived

from the following six primary sources:

(1) CEDF Annual Reports and enabling legislation
(2) interviews with CEDF executives
(3) CEDF files
(4) field interviews with current and former CEDF

clients and applicants
(5) interviews with Department of Northern Affairs

offic ial s
(ó) correspondence with commercial lenders.

The study proceeded through three phases of data

collection. The initial phase involved data sources 1 to 3

above. Annual reports and enabling legislation were used to

develop a prelininary framework for analysis, and to formulate

an initial set of inportant analytical issues.

Detaí1ed records of program elements and transactions

were available from CEDF operations fi1es, and it was decided

that all files would be reviewed. A system for recording file

contents was developed. with reference to an operations rnanual.
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The recording system was designed for later computer analysis

of data, and codes were developed for each variable according

to the range of values expected. Unexpected values were coded

as they were encountered. Due to the comprehensive nature of

CEDF operational control procedures, no fundamental restructuring

of codes was required. The data set was designed to serve the

independent needs of two researchers.

Formal interviews with CEDF executives clarified initial

irnpressions of the Fund's operations and developrnent over tine.

Subsequent discussions were conducted informally and dealt

with a range of operational, developmental and distributional

issues.

Phase two of the data collection process involved field

interviews. Interviews were designed both to validate the

data derived from files, and to impress on the author the reality

which those data represented. Since interviews were not intended

to be statistically representative, a straight-forward approach

to interviewing was possible. A list of clients in each comrnunity

was compiled, a highway route through northern Manitoba selected,

and contact made with clients en route. Each interview rtras con-

ducted informally with reference to the interview schedule presented

in Appendix 1. Though interviews were not highly structured, each

interviewee answered the same set of questions. (Results of the

questionnaire are reviewed in M. L. Scott's report).

The final phase of data collection involved corres-

pondence with commercial lenders, and interviews with Department

of Northern Affairs officials. Correspondence yielded infor-
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nation on the distribution of chartered banks within Northern

Affairs jurisdiction, and served to document problems encoun-

tered in the operation of credit unions in the north. Thus,

the financial environment within which CEDF operates was

clarified. Interviews with Northern Affairs officials provided

an overview of administration and developmental programs in

northern l'4anitoba.

A final phase of data processing involved compiling

data fron all sources, and selecting that information which

related directly to study objectives. Data from files were

recorded on the University of l'{anitoba's editing subroutine,

I'lAl.trTES. Client identities were represented numerically,

thereby insuring confidentiality. Restricted access ' together

with coded data ensured confidentiality of CEIIF data. The

Statistics Analysis Systen (SAS) was used in analysis. All

data other than file reviews were processed qualitatively.

-76 -



This chapter presents an overview of the adninistrative

and economic environments in which CEDF operates. The operational,

distributional and developmental characteristics of both applic-

ations, and management problems are used to portray the constraints

within which response oriented progranning is conducted. In

ordert to simplify presentation, applications and management

problems are presented separately.

Sections 2.I to 2.3 survey the obstacles with which the

Fund and its prospective clients are faced in their efforts to

finance small to medium-sized northern business projects, and

to further economic development in the north. Since CEDF

responds to input rather than initiating project proposals

and soliciting pronosals from entrepreneurs, âû indication of

the business opportunities perceived by applicants is important

in defining the types of activity to which CEDF is limited.

Applications for financial assistance are presented to reDresent

perceived business opportunities. Reasons for application re-

fusal are examined to clarify in particular, the linited financial

prospects for many proposed business ventures. The availability

of conmercial venture capital is represented by the number and

location of chartered banks within Northern Affairs jurisdiction.

Sections 2.4 to 2.6 explore the management problems

faced by CEDF and those applicants who, through approval of

financial assistance, become clients. While the Fund is closely

REVIEI\I OF PROGRAT{ INPUTS

CFIAPTER 2



allíed with clients in the cause of business developrnent, the'

two sets of management (Fund and client) do not always act in
consort; solutions to the same managerial problem are often

perceived quite differently by separate 'co-managersr.

In presenting an overview of management problems from

an operational perspective, the f ocus is on the pri-rnary functions

performed by all managers, and on the Fundrs orimary operational

problem, that being loan repayment. Distributional and develop-

mental perspectives are introduced by overviews of problems which

would be expected to accompany business management in particular

circurnstances (the problen of transportatíon to remote communities,

for example). Quantitative data on managenent problems

recorded from files is presented in the context of distributional
and developmental characteristics in order to explore patterns

of problems which may appear systematically in certain locations,

business sectors or project types.

-18-

2.I Overview of Current CEDF Structure and Operation

The Communities Economic Development Fund is a three-

tiered structure, as illustrated by Figure 2.0. Currently,

four consultants and an equal nunber of support staff report

to one senior consultant and the secretary-treasurer who, in

turn, report to the general manager. Channels of communication

between CEDF staff and executive are not rigidly structured.

The general manager is accountable both to the Minister

of Northern Affairs, and the Fund's Board of Directors. The

Board is appointed by Order in Council and presently includes



Provincial
Cabinet

Minister of
Northern Affairs
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representatives of the Manitoba Metis Federation and the

Northern Association of Community Councils. The Manitoba Four

Nations Confederacy (formerly the Manitoba Indian Brotherhood)

withdrew representation fron the Board in June of 1980. Changes

in the Funds departmental affiliation and the developmental

policy environment in which CEDF operates, are outlined in

Chapter 4.

For the most part, the Fund operates in response to

business opportunities perceived by individuals, community

groups, and other government agencies involved in outreach work

or northern development projects. In effect, CEDF relies on a

Ithreshold 1eve1 of socio-economic development' in the individual

and community clients it serves. The threshold 1eve1 of socío-

economic development inay be taken as a financial proposal (in

various forms and at various stages of development) for acting

on a perceived business opportunity or community need.

In responding to requests for financial assistance,

CEDF will refer or refuse those proposals for which alternative

sources of funding are available. Applications for agricultural

and fisheries 1oans, for example, are referred to the l{anitoba

Agricultural Credit Corporation, the Federal Agricultural Credit

Corporation, or Special ARDA. Applications for residential

loans are refused as a matter of policy. 0n1y those projects

which are commercial, or potentially self-supporting non-profit,

are eligible for financial assistance. The fund is currently

restricted from issuing grants of any sort.

Financial assistance is available from the Fund in

the form of term loans and commercial loan guarantees. Four

20-



Orders in Council (one in each of 1-97I-7974) originally authorized

a total of 4.6 rnillion dollars for 1oans, and 1.5 million dollars

for guarantees, to be drawn from the provincial Consolidated

Fund.

authority stands at approxirnately 3.5 million dollars for 1oans,

and 1.4 nillion dollars for loan guarantees. The limited size

of the Fundrs capital authority, together with the linited
financial potential and high costs of most enterprises in remote

northern communities (discussed in section 2.40), combine

to determine a necessary working relationship between the Fund

and other federal and provincial agencies.

"NIedium-sized" prirnary and secondary businesses in
northern communities frequently require grant funding for invest-
ment in capital goods and wages. Thus, eligible applications for
financial assistance may take the form of well-developed loan

applications for interim financing of grant-funded projects (as

where ARDA grants are approved subject to a 20% equity require-

ment). Conversely, eligible applicati.ons for assistance may

take the form of largely undeveloped project proposals, as where

an inexperienced individual applies to purchase or initiate a

loca1 business.

Requests for financial assistance enter the "program

system" as inquiries. Tnitial inquiries are followed by formal

applications for assistance. As shown in Figure 2.7, inquiries
and applications can be characterized as falling into one of
two categories; one conprised of largely undeveloped project
proposals, one of largely developed project p1ans. Applications

are researched and developed with reference to the 12 considerations

The cuLrent level of the Fund's revolving capital

-21"-
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for loan approva:l specified in s.11(3) of the Act (see section

1.0). Cost and revenue projections, licencing and operating

preconditions, and project relations to external agency conditions,

are all reviewed with the applicant by the consultant, and ivith

the consultant by the Fund's executive.

The application which has been approved internalTy by

the Fund may be funded at the discretion of the general manager

if the financial request does not exceed 10,000 dollars. CEDF

approved applications for amounts greater than 10,000 dollars

must be approved by a majority of the Fundrs Board of Ðirectors.

Board refusal may result in modification of the project proposal

and resubnission of the application. The Board is authorized

to approve loans of up to 75,000 do1lars. lt{inisterial approval

is required for amounts greater than 75,000 do11ars.

Approval of the application generally results in inple-

mentation of the project. Loan security is taken on project

assets and, where the client ho1cLs significant assets, or the

clientts personal assets. New assets are purchased, often with

the assistance of the Fund or through the Fund by conditional

sa1e, and the process of 1ega1 documentation of security begun.

I{hen security documentation is complete, loan rnonies are

released to the client who then begins operation.

Regular contact is maintained between the client and

the respective consultant during the course of the 1oan. Con-

sultants are responsible for directly offe.ríng, or arranging

technical and managerial support for the client, reviewing the

progress of the project and repayment of the 1oan, and inter-

vening in project operation on behalf of the client, or the



-24-
Fund itself. Formal contact between the client and the con-

sultant is terminated following loan repaynent and release of
s ecurity.

From the Fundr s operational perspective, three prinary

factors act to restrict developmental activity. They are

as follows:

(1) linited availability of commercial venture
capital

(2) linited managerial expertise on the part of
applicants

(3) limited financial prospects for commercial
undertakings in northern l4anitoba, particularly
in small and remote settlements.

The availability of commercial venture capital in
northern Manitoba is strictly lirnited. The primary sources

of investment funds are chartered banks and credit unions.

Credit unions are beset by numerous difficulties which are not

documented here. Because of smal1 size, and regulations re-

stricting the amounts of loans available to members (no loan

may exceed 20% of assets), the few credit unions which continue

to operate in northern Manitoba are generally unable to extend

loans for investment in other than consumer goods. l

Chartered banks are generally distributed throughout

larger urban centres in the north. Figure 5.2 (page 148)

illustrates the numbers and geographi-c distribution of chartered

1 A, of November
Affairs jurisdiction (i.
continued.

1980, all credit unions within Northern
e. northern l'{anitoba) have been dis -
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banks within Northern Affairs jurisdict ion.2

are reluctant to offer venture capital for sma1l and medium-

sized projects in the north due to the limited return on sma1l

1oans, and the high risks and levels of nanagerial support which

inexperienced and disadvantaged clients repïesent. The appli-
cantr s managerial expertise is often the deciding factor in
loan approval. without management experience, the applicant
is unlikely to receive financial support, even where service

contracts or grant monies have been approved.

The Fund is authorized to engage in joint finance
with banks through loan guarantees. CEDF has been reluctant
to pursue this avenue since the ttransactions premiumt which

the Fund usually charges (2% of principal) together with bank

interest rates (often a Fund negotiated preferential rate to

reflect reduced risk) frãy, when combined, place the applicant
at a competitive disadvantage, or reduce the profit margin

suffici-ent1y to preclude adequate client income for personal

living expenses.

The constraints inposed by linited managerial exper-

tise, and linited financial prospects (iterns Z and S) , aïe

represented quantitatively by the number of applications for
financial assistance which were refused for those reasons.

Section 2.4 explores items 2 and 3 in greater depth with
reference to quantitative data on managernent problem aïeas

and the leve1 of loan repayrnent.

Chartered banks

2-Numbers
Bankers Associat
bank branches as

and locations provided
ion, Winnipeg. Figures
of September, 1980.

courtesy of the Canadian
represent permanent



The classification scheme developed for all CEDF

applications is presented in detail in Appendix Z. Table 2.0

presents numbers of applications according to a sirnplified

classification scheme.

Review

0f 1,034 applications , 237 (A Group-approximately 23ea)

received funding in the form of loans, guarantees and grants.

An additional 24 applications (44 Group-2.3eo of total) received

Board approval but were declined by applicants. Refused

applications totalled 253 (B Clas s-24.6%) , 110 (43%) of r^¡hich

were refused due prinarily to project characteristics, 52

(27%) due to management characterisitcs, 67 (26%) due to char-

acterisitics which were excluded under CEDF legislation, and

24 (10%) due to other and unspecified reasons.

In contrast to applications which were refused, appli-

cations which were referred (C Class) were generally not developed

to the stage of feasibility assessment by the Fund. One hundred

twenty-six applications (12.2% of. total) were referred to

alternate sources of assistance; 116 (95ø"1 to alternative sources

of finance, 10 to consulting services and training programs.

Financial referrals vlere approxirnate\y evenly divided between

alternative sources of commercial and grant assistance.

The largest class of applications (D Class-35.9% of

total) contained 371 proposals which clid not advance through the

program system as far as the Board. One hundred thiTty-three

undeveloped applications (36%) comprised inquiries for rvhich

-26-
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Table 2.0 Classífícation of Applications According to Outcome

OUTCOME OF APPLICATION

Accepted
(A) Dlspursed
(44) Undlspursed

Refused:
(81) Loan sf.ze,locatlon or oth

characteristics exceed Da
date

(82) Project characteristics
unacceptably risky
a) existlng competítíon
b) insufficient uarket
c) excessive loan size
d) unspecffied

Number

Sub-Group
Percent

of Total

(83) llanagenent charactetistics
a) lnadequate security
b) exessive 1íabilities
c) doubtful expertíse
d) personal qualities

231
24

Group
Percent
of Total

(B4) Other and Unspecified

), o

2.3

Referred
(C1) Alternatlve fundj.ng

a) comercial
b) grant

67

Class
Percent
of Totel

16
35
52

7

22.9
n,

(C2) Training programs

6.5

(C3) Consultlng services

Undeveloped
(D1) Inítial inquiry not

developed

1.6
3.4
5.0

.7

¿).¿

12
19
15

6

6.5

(D2) Initial applicatlon not
developed

r.2
1.8
r.4

.6

24

10.7

(D3) Initíe1 applicatlon
approved and request
l{i Èhdrawn

56
60

2,3

(D4) Support contingent on
funding or pre-operating
conditions

5.0

3

24.5

(D5) þpllcatfon fn process
when subject of ap¡åication
changes (eg. alternative
sale )

5.4
5.8

7

2.3

0.3

133

Other non-loan

0.7

TT.2

163

lOTAI

12.8

1.0

20

15 .8

'l , t

?5

1.9

30 .5

2.5

30

23

1034

2.9

')t

5.4

35.9

100. 0

)t

100 .0

,,)

100.0



records consisted of preliminary interviews and background

documentation but did not contain loan applications or project

plans (the D1 sub-group). A larger sub-group (02) consisted

of 162 files (15.7% of total applications) containing loan

applications and project plans which had not been developed

to the degree necessary for financial analysis.

In rnany instances this resulted from the applicant's

becoming discouraged by requirements for a complete analysis

and cost breakdown. Reasons for applications not being further
developed, then, combined both client inability to proceed

further, and client unwillingness to proceed further. Efforts
to comply with requirements for financial analysis generally met

with CEDF assistance. The degree of assistance offered in the

preparation of project plans is determined by the consultant.

Determination on the part of applicants appeared to play a najor

role in preliminary assessment of the application's prospects

for approval. The large nurnber of applications in this group

suggested that many applicants lacked a clear understanding of

the economic requisites of loan finance, and the personal costs

of business management.

A snal1 number of applications (I.g%) met with CEDF

approval but hrere withdrawn by applicants prior to being re-

veiwed by the Borad. Though only 20 in number, these appli-

cations together with approved applications which were declined

by applicants (2.3%), indicated that a significant number of

applicants (4.2%) were reluctant to comrnit themselves to

commercial ventures despite Fund support.

Two additional sub-groups of undeveloped applications

- 28-



were of inportance from an operatíona1 perspective. The first

of these (the D4 sub-group) cornprised 26 applications which

r,'rere contingent upon preoperating conditions that could not

be met. A slightly larger sub-group (DS) consisted of 30

project proposals which were undeveloped due to unexpected

change in project plans while applications were being processed

(as where aLternate sale or establishment of competition pre-

cluded further development of the application). Though the

transaction time required to develop and approve applications,

and to document security and disburse funds was not measured,

transaction time was cited by intervier.\rees, CEDF staff , and

file correspondence records as being problernatic. The two most

apparent causes of delay were 1egal documentation of security,
and sequential review of jointly funded projects (see section

a
2 .6) .'

A final class of documents recorded 23 instances of

Fund involvement in non-financial activity, including ínvitations

to attend planning and discussions events.

2.20 Distributional Characteristics of Applications

-29-

From a distributional perspective, numerous physical

and socio-economic factors define the limits within which

CEDF development activity must operate. 0f the many conplex

and interrelated factors which characterize underdeveloped

3Tt".rractional efficiency can be measured in terms
of time required to process applications. Diverse applicant
and proj ect needs require variable amounts of research time
and effort. Security documentation and sequential project
review represent approximately standard outlays of additional
tirne and effort which might be reduced.
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northern regions, the following four were considered prirnary

distributional constraints :

(1) geographic location of communities and access to
low cost tTansportation

(Z) size and lorv differentiation of physical infra-
structure and of economic ski11s within communities

(3) access to natural resources, and proximity to
pflmary sector activity and the market demand
which such activity generates

(4) 
:i':":31n'å3"ååi;':Tå'TT?å,?;iåi"" 

to the diffusion

Figure 5.9 (page 155) presents a basemap which illustrates
the geographic distribution of prominent aspects of the four
factors cited above. In addition, departmental and 1oca1

government jurisdictions are indicated. Apoendix 3 sumrnarizes

outcome of applications according to communities from which

applications were received, available transport mode, and

classification of location.

Various classification schemes have been developed

to anaryze and explain the spatial and functional relation-
ships between communities. The Regional Analysis Program

(RAP) is notable for its detailed analysis of community

attributes and. relationships in southern Manitoba.4 No

equivalent research has been published for northern Manitoba.

By inference, one may assume a similar (if less differentiated)
hierarchy of "regiona1", "market" and "stop-off" centres in
northern l4anitoba. Type of 1ocal government, population size,

4Manitoba Department of Industry and. Commerce. Regional
Analysis Progran Southern Mahitoba. Wotki.rg P"p"t #

sh
and Developrnent Branch, Manitoba Department of Industry and
Commerce, Ïfinnipeg, I97 4.



access to a.l1 weather transportation, and diversity of 1oca1

infrastTucture tend to be positively interrelated community

characteristics (though not necessarily good indicators of "1eve1

of living" as perceived by residents).

The north is commonly characterized as consisting of
relatively modern industrial centres, and relatively traditional,
non-industrialized remote centres. This oversimplification
serves to outline a fundamental contrast in the developmental

needs of CEDF applicants. Applicants residing in industrial
centres tend, with notable exceptions, to be basically fam-

iliar with the workings of a cash economy. The principal needs

of such applicants are capital and technical assistance.

rn contTast, applicants fron remote communities are

generally of Metis or Indian ancestry and nay be more familiar
with subsistence economies than with the requisites of managing

sma11 businesses in a cash economy. The capital and technical
needs of applicants from remote centres are frequently com-

pounded by a lack of basic knowledge of business procedure,

cash management, or in the extreme, literacy.
Community access to biophysical resources, and proxinity

to prinary sector activity, are primary determinants of the

commercial potential for sma11 and ¡nedium- sized northern
businesses. snal1 scale primary sector activity is directly
dependent on large scale projects which act as markets for
1oca1 products. Notable examples of this economic linkage are

the MANFOR and Abitibi forestry operations, to which the output
fron small and rnedium-sized forest harvest operations is so1d.

Secondary sector operations tend simi1-arl-y to be

-3r-



dependent for markets on extra-1ocal der¡and for manufactured

goods and construction work. Local sawmills and construction

companies are linked to large road and energy construction

projects in the north. High capital and labour costs frequently

cornbine with difficult-to-meet pre-operating conditions (such

as bonds for contract tenders) to constrain 1oca1 secondary

activity.
Tertiary sector activities are diverse and difficult

to genetal-ize. However, Service Sector projects tend to play

a prominent role in most publicly-funded efforts to offset

regional disparities in economic activity and incote.5 Many

smal1 scale service sector projects tend to be readily adaptable

to 1oca1 conditions of market denand and entrepreneurial expertise.

32-

2.2I Review: Locational Characteristics

Table 2.L presents a synthesized classification of

applications according to the geographic location of communities

in which applicants resided at the tine of application.

Communities are classified according to their geographic location,

and administrative and cultural identities. Appendix 3 lists

communities which are included in each category, together

with a summary classification of the numbers of applications

from each community.

gvera11, locations within lrlorthern Affairs jurisdiction

accounted for approxirnately 77% of total epplications. Approx-

imately 23"ó of applications originated from southern locations.

SE.orro*i. Counci
of Resional Disperity.

1 of Canada. Living Together: A Study
Supply and Ser .
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The largest number of applications (26%-Relative Row Percent)

were received from residents of urban Local Government Districts
(LGDrs). 'Non-urban' LGDts (taken as a population of less

than 1r000) accounted for approximately 3% of applications.

Approximately 23% of applications were received from communities

under Departrnent of Northern Affairs (NA) jurisdiction, 18%

from locations combining reserve and NA communities, and 5%

frorn northern rreserve onlyr communities.

Reserve communities located south of Northern Affairs
jurisdiction were the source of approximately 4% of total appli-
cations while southern non-reserve communities accounted for
approxir.rate1-y Ige¿ of total applications. Applications from

unorganized and non-community locations (eg. fly-in lodges)

comprised approxinately 3% of total financial requests. Locations

were unrecorded6 for less than I% of total applications.

The largest number of applications which were approved

and disbursed (25e, of A's-column percent) were recorded for NA

communities. Locations combining NA and reserve communities

accounted for approximately 22% of all approved applications,
including the highest number of approved and undisbursed

applications (44's-462 of total approvals which were later
declined by prospective clients). Urban LGD's accounted for
232 of approvals, and roughly 7/2 the number of A4's recorded

-34-

6In all cases, the tern "unrecorded" refers to infor-
mation which was not enumerated by researc.hers.



for NA and reserve locations (the relatively fewer numbers of

A4rs suggesting greater uncertainty for many applicants from

remote native communities). Non-urban LGDts (Mafeking and

Grand Rapids) ,7 and reserve only communities (13 in number)

each received 3% of total approvals. Non-community locations

received 2% of approvals.

Approxirnately 18% of disbursed approvals went to

non-reserve communities south of Northern Affairs jurisdiction,

indicating that a significant number of 'functionally remoter

communities were able to secure venture capital which was un-

available commercially. Reserve communities south of Northern

Affairs jurisdiction received approximately 5% of total approvals,

a slightly higher percentage than for reserve only conmunities

north of the NA boundary.

The highest relative number of applications refused due

to characteristics which were excluded under CEDF legislation

(81 Group) originated from urban LDGrs and non-reserve southern

communities (34% and 37% respectively-column percentages).

Numbers of applications in each application sub-group hlere very

similar for these two locations, with two exceptions. Refusal

for other than mandate, project or rnanagement characteristics
(ie. B4 Group) was higher in non-reserve southern communities

than in LDG's. This suggested a more unusual or tnon-standardr

-35-
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Cranberry Portage from this group. Transportation and service
characteristics of non-urban LGD's suggested that such communities
could be regarded as transitional between larger LGD's, and
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set of consideratíons in project assessment (a feature shared

by both NA and NA and reserve community locations).

The second contrast between LDGr s and non-reserve

southern locations was the higher number of applications which

were undeveloped (02) due to preoperating conditions which

could not be met, or exogenous change in project prooosals

(eg. alternative sale of business or establishment of unexpected

competition). This feature of the LDG applications was shared

by those from both NA and NA and reserve locations, suggesting

that transaction tine and interjurisdictional coordination were

more important factors in proposals for northern business

ventures than for non-reserve southern ventures.

The incidence of refusal due to project (BZ) and manage-

rnent (83) characteristics hras highest in NA, and NA and reserve

locations. Refusal due to project characteristics accounted

for approximately Ileo (110) of total applications, management

characteristics for approxirnately 5% (52) .8 tntrh"re NA and

reserve comnunities were located together, and where the location

consisted only of reserves, project characteristics (82) were

the dominant factor in application refusal. Management character-

istics (83) appeared relatively more important in applications

from NA comrnunities (44eo of all refusals for managernent character-

istics). Management characteristics affected fewer total numbers

of applications than did project characteristics in every

location except NA communities

Assessment of project "feasibility" seemed to rest

prinarily on economic considerations and secondarily on management

-36-
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characteristics. The relatively higher incidence of management

refusals (85) in NA only communities hras, then, interpreted to

indicate a greater economic potential in larger NA communities

(many of which had access to all weather transportation by road

or rail), and thus an increased emphasis on management ability
during feasibility assessment. Conversely, northern reserve

communities, and locations combining reserve and NA cornmunities

were often linked physically to the largest provincial society

by plane, or seasonalLy by winter road. The higher incidence

of project refusals (BZ) r,t¡as interpreted to indicate lower

economic potential in physically remote communities, to the

degree that rnanagement refusals (83) appeared relatively in-
significant in comparison.

Further disaggregation of the projects refusal (BZ)

group (Appendix 2.A) revealed that refusals were approximately

evenly distributed across the BZA (existing competition) , BZB

(insufficient narket), and BZC (1oan size) sub-groups for
locations combining NA and reserve communities. In conparison,

the importance of existing cornpetition (BZA) hras markedly

less in locations consisting only of NA communities, though

the importance of B2B and BZC sub-groups remained high.

Loan sîze (BzC) was the prominent reason for project

refusals in LGDrs, where insufficient market (BZB) affected

half the number of B2B refusals cited in NA communities, and

existing competition was not cited at all as a reason for

refusal. Snaller loca1 markets and distance from extra-1oca1

markets, were assurned to account for the trend toward in-

creased importance of existing competition in progressively

-37 -



rnore remote locations.

The largest number of referrals r.,\¡as recorded for urban

LGDrs and non-reserve southern communities, where the incidence

of 81 refusals hras also highest. The incidence of referral
to alternate sources of assistance vras also high in locations

combining NA and reserve communities, but was not accompanied

by a correspondingly high incidence of B1 refusals. Instead,

a large number of undeveloped (D1) applications (27% of all
l.lA and reserve location applications) was recorded. The row

percentages for D1 applications indicated that between 23%

and 37% of applications from all northern communíty locations

I4¡ere undeveloped. The relative inf luences of social, cu1tura1,

institutional and economic factors could not be elaborated on

the basis of quantitative data.

-38-



1.11

Table 2.2 presents a synthesízed classification of

CEDF applications according to sectoral distribution. The

classification scheme is based on that used by RAP,9 b,rt is

modified to include detailed perceptions of business oppor-

tunities in the service sector. A further clarification of the

classification scheme appears below Table 2.2.

Approximately 78% of all applications received were for

projects in the service sector. Approximately 14% of appli-

cations involved second.ary industTy, and primary sector activity.

Sectoral data was unrecorded f or approxin,ately 3"ó of applications.

The incidence of primary sector applications which were

referred (C class) or undeveloped (D class) was low (3.2%

of total applications), the largest numbers being in the D1

group for forestry and agriculture applications. Prirnary

sector application refusals were limited exclusively to project

(BZ) and management (83) groups, and were almost exclusively

limited to forestry applications. Approxinately 40% of all

forestry applications (59 in total) were accepted for finance

and accounted for 10.1% of total approvals, and 86% of all prinary

sector approvals. Other prirnary sector investment consisted

of 2 agricultural approvals and 2 fisheries approvals (representing

Review: Sectoral Characteristics

-39-
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Regional Analys is Program Southern Manitoba: Part 2 : _tr\rorking
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70% and 33% respectively, of applications for those

enterprises).

The few numbers of agricultural applications indicated
linited perception by applicants of agricultural /horticultural
potential in the north. Despite demonstrated greenhousing

potential, and nunberous extent semi-commercial greenhouses

(notably in cranberry Portage and churchill), horticulture
Tepresented a nontraditional, semi-skilled occupation for which

1itt1e applicant demand was indicated.

Fishing and trapping applications represented closely
regulated occupations for which alternate sources of financial
assistance became available approximately z years following
commencement of CEDF operations. The 1ow number of documented

inquiries was taken to indicate both the 'common knowledge'

of high profile alternative programs, and corïesponding reduction
in CEDF efforts to document referrals for such inquiries.

The high incidence of prirnary sector applications for
forestry was taken to represent a combination of traditional
faniliarity with bush work, conspicuous and relatively secure

extra-1oca1 markets (notably MANFOR and Abitibi), and manifest

revenue and income potential for semi-ski11ed labour. The

relatively high rate of acceptance for forestry applications
(40.7eo of forestry applications, the highest ïate for all
sectors), appeared to indicate compatibility between the Fundts

capacity to support such applications, and applicant ability
to provide necessary management and production ski11s.

0f the 141 applications for secondary indus try,
roughly r/3 were funded. sixteen approvals representing

4L-



approxinateTy L3% of total approvals and 37% of applications

for construction projects, were disbtrsed. Approximately 292

of approved and undisbursed (44) approvals were recorded for

secondary industries, 3 for manufacturing proj ects, 2 for

construction. The relatively high rate of acceptance for

secondary sector pTojectS was again interpreted aS reflecting

a favorable combination of 1ocal employment ski11s, manageable

market conditions, institutional factors, and expected high

rate of beneficial enployment effects of secondary industry

(the latter two factors discussed further in Chapter 3 in

relation to joint funding and employment effects).

Forty percent of secondary sector applications uleTe

contained within referred and undeveloped classes ' most

within the Dl group (25,9% of all rnanufacturing applications,

22.g% of all construction applications). Financial referral

of construction applications (C1 group and sub-groups--not

presented) was evenly divided between commercial and grant

sources of assistance. The numbers of financial referrals

for manufacturing applications to sources of grant assistance

were twice the number to commercial sources.

Refusal of secondary sector applications was largely

confined to mandate (81) and project (BZ) groups, with a

proportionately higher incidence of project refusals (82) for

construction applications relative to manufacturing (9% of

total refusals). This suggested higher capital and operating

costs, and uncertain market denand for construction projects'

-42-



The vast najority of applications concerned service

sector industries (78% of total applications). 0f these

808 applications , 26I (32%) were for retail outlets (I/ 4

of all applications). The acceptance rate for retail
applications r{ras lowest of all service sectors (13. 4e") and

second only to agricultural applications overall (10%). The

retail refusal rate, though involving significant numbers of

applications, hras roughly equivalent to most other sectors

(excepting the 83 class). The largest number of applications

in any group was recorded for undeveloped retail applications

in the D1 group (90 applications, 8% of total applications,

L7% of service sector applications, 34.5% of retail appli-
cations ) .

Together with the number of approved but undisbursed

applications (20.8% of aII A4 applications, the highest

percentage and number of undisbursed aoprovals), the high

rate of undeveloped applications suggested a mismatch be-

tween CEDFTs financial requirements, and applicant capacity

(willingness and. ability) to engage in 1oca1 retail develop-

ment. This interpretation was supported by the numbers of

applications refused due to management characteristics (83),

where column and row percentages are compared with applications

from all other sectors.
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Retail outlets characterized the dichotomy between

applicant aspirations and abilities, and the financial and

managerial preconditions of commercial business initiation
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and operation. The very high leve1 of applicant demand, coupled

with the relativ,ely 1ow level of Fund ' supply' 01. approvals ,

illustrated the limits within which response oriented pro-
gramming operated, in that;

(1) applicant perceptions of business opportunity
v/ere narrowly focused (thus confining thepotential diversity of business activity which
might be actually realized) and,

(z) qpplicant perceptions of operating precond.itions
did not appear to conform to actuãl-preconditions.

The relatively high proportion of undeveloped (D1)

retail applications was shared by transport, restaurant and

"other servicet' sector applications. Relatively fewer D1

applicatons hrere recorded for taxi/bus, tourist and recreation
sectol"s. l1lith the exception of tourist applications (for which

relatively high numbers of refusals corresponded to relatively
lolv numbers of Dl applications ) , this pattern suggested fewer

unexpected preoperating conditions, possibly reflecting more

straight forward requirements for taxi/bus and Tecreation

ventures.

The relatively high incidence of Dz applications r{ere

taken, in the cases of transport, taxi/bus and tourist sector
applications, to indicate preclusive preoperating conditions
(eg. licence,:. permit, lease) . The high proportion of DZ

applications in the retail sector was taken to largely repîesent
the irnportance of transaction tine, where detailed review of
relatively complex cost, revenue and inventory factors would

be expected to compound the time required to docunent 1egal

security.



almost exclusively linited to service sector proposals, suggesting

a more unusual set of assessment considerations than was operative

for prirnary and secondary sector applications. Refusal for
reasons of mandate (Bl group) affected only secondary and ter-
tiary sector applications, with exceptions to a relatively
uniform distribution noted in tourist and retail proposals.

Refusal of service sector applications due to project
characteristics (BZ group) was extensively distributed over

most activities, with rnarginally higher rates noted for trans-

port and recreation proposals, and the largest number being

recorded for retail applications. Further disaggregation of

the BZ group (Appendix 2.3) revealed that loan size (BzC)

was the dominant factor in refusal of tertiary sector appli-
cations.

The proportionately highest rate of refusal due to

loan size, was recorded for taxi/bus applications. This

occ'urrence was taken to reflect a combination of high income

needs of applicants (many of whom resided in remote NA and

reserve cornmunities) as against the relatively 1ow expected

revenues and accompanying long amorti zation period for vehicles

(a ha zard in the context of poor maintenance facilities).
Refusal due to insufficient market (BZB) ranked second

as the BZ group reason for refusal, with the proportionately

highest occurr€nce in transport applications. I\lith the exception

of 1 tourist application, existing conpeti-tion (BZA) affected

only retail and transport applications (approxirnately 3% and

4% respective applications for those sectors). The distributional

Application refusals in the B4 ("other") group were
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pattern of B2A refusals was interpreted to indicate that existing
competition acts to constrain 1oca1 tertiary sector activity
only in highly particular circumstances (ie. that potential
development is constrained less by actual opportunity than by

the perception of opportunity).

The contrast in distribution of BZ refusals between

primary, seconclãTy, and tertiary applications appeared signif-
icant (Appendix 2.3). The numbers of market inadequacy refusals
(B2B) were dominant in primary and secondary sector applications,
particularly for rnanufacturing applications. This pattern
was taken to indicate the irnportance of market development for
prospective secondary sector applicants who did quality for
finance under CEDFts existing mandate. Given the relatively
fetv manufacturing applications, and the relatively high expected

enploynent benefits of such applications (chapter s), marketing

constraints were considered significant barriers to establishnent
of 1oca1 manufacturing enterprises, and suitable 'targets for
remedial activity' on the paït of CEDF.

ïn contrast to primary and secondary sector project
refusals, tertiary sector project refusals were proportionally
and consistently higher in the loan size (B2C) sub-group.

This dissinilarity was interpreted, as in the specific instance

taxi/bus operations, to reflect some degree of conflict between

relatively high applicant income needs, and relatively 1ow

expected net project revenues. Significan't numbers of economically

disadvantaged persons were not able to develop opportunities
offered by CEDF programming.
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2.30 Developrnental characteristics of Applications

From a developrnental perspective, the type of project
for which financial assistance is sought largely determines
the magnitude of potential effects of lending. New projects
may be assumed to contribute additional income, êmployment and

service within a conmunity. simirarry, expansion and ohysical
improvement of existing projects rnay be expected to contribute
to economic growth and diversification of servi-ce in a community.
Refinancing of existing, locally-owned business may be interpreted
as a naintenance function which acts to marginally offset or
oppose decline in community assets. The purchase of existing
business contributes to community econornic developnent
through maintenance of assets (as where existing owners seek

to retire or nove), through transfer of business assets to
1oca1 ownership (prinarily, native ownership), or through

resumption of previously discontinued enterprises.

Revi ew
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Table 2.3 presents a synthes ized classification of
applications according to the type of project for which funding
was sought. Approxirnately 692 of total applications were

for new business ventures. Fifteen percent of all applications
hrere designed to purchase existing businesses, 7% to expand

existing business, and 62 to refinance existing businesses.
The type of oroject for which applicants sought funding was

unrecord.ed for 38 applications (3.7u" of total applications) .
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An inverse relationship existed between the proportion

of each type of application, and the proportion of approvals

for each type of application. Refinance and expansion appli-
cations accounted for 6% and 7eo of total applications respectively.
Sixty-seven percent of applications for refinance, and 55%

of expansion applications were approved (accounting for ISeo

and L5% of total approvals). Refusal of applications for
refinancing and expansion In¡as largely conf ined to the nroject
characteristics (Bz) group. The highest frequency was recorded

for expansion applications in the BZB (insufficient market)

sub -group (See Appendix Z. 4) .

Significantly fewer numbers of refinance and expansion

applications were undeveloped (D1 groups) in comparison to nehr

applications. This distributional pattern, in conjunction

with the patterns of approvals (A) and refusals (B) reviewed

in previous sections, appeared to support the interpretation
that program effectiveness in promoting "optimum economic

developrnentrrwas strictly linited by the numbers of applicants

who were familiar with cash economy business ski1ls. Fu1ly

77"ó of undeveloped applications were for new business proposals.

The fewest numbers of application approvals were recorded

for purchase of existing businesses (I4Z of total approvals),

the largest number for new businesses (50% of total approvals,

IL% of total applications). Together with the numbers of
approved expansion and refinance applicat.ions, this distributional
pattern was consistent with legislative directives establishing
priority to new businesses, and expansion and strengthening of
existing businesses (assistance to community developnent
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corporations was reviewed in Chapter 3).

The incidence of undeveloped applications in the Dz

group was highest for new applications and applications designed

to purchase existing businesses, again suggesting the importance

of preoperating conditions and transaction tine. The numbers

of application refusals in the project characteristics (82)

group was significantly higher for new businesses, while the

highest rate due to mandate (81) was recorded for applications

designed to purchase existing business.

With reference to Appendix 2.4, both project (BZ)

and management (83) refusals were largely confined to new

applications, and applications to purchase existing business.

Surprisingly few 83 refusals resulted from doubtful management

ability (B3C subgroup) ,10 the highest numbers having been record.ed

for the personal financial characteristics of prospective

clients (B3B and B3A subgroups). The pattern of 83 refusals

suggested that a significant nurnber of potential managers

were unsuitable clients either by reason of personal debt,

or an I inadequate level of personal wealthr. The latter subgroup

(together with 'loan size t (82C) refusals) represented a

fundamental conflict in CEDF's dual role as lender of last
Tesort, and agent of commercial developrnent for economically

disadvantaged individuals .

Project refusals (BZ group) recorded the highest numbers

in the loan size (BZC) subgroup for nerv applications, a pattern

-50-

loNot" that
codes were recorded
Appendix 2.0.

a surprisingly large
as secondary reasons

percentage of B3C
for refusal. See



which was taken to refl-ect CEDFrs 'no grants' policy (since

grants would be expected to offset initial capital costs,

allowing marginally profitable business ventures to be irnple-

mented). The incidence of inadequate market refusals (B2B

subgroup) for new applications again pointed to the inportance

of market development for new proj ects.
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2.4
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Operational Characteristics of lt{anagement Problens

As both a lender of last Tesort, and a development

agency, CEDF plays dual ro1es. As a lender with limited
capital authority, the Fund has a primary interest in re-

covering loan monies. As a development agency, the Fund must

be flexible enough to respond to management needs inherent in

each clientfs unique circumstances. The degree to which CEDF

is successful in balancing these dual and often conflicting
roles is reflected in both the numbers of loans which are

repaid, and the numbers of Fund financed projects which continue

to operate. Chapter 5 deals with the latter criterion under

the developmental effectiveness of lending. The following

analysis explores the relationship between problem areas

recorded in the file review, and the outcome of loans in which

repayment problems were encountered.

An understanding of the problems confronted by commer-

cial developnent programming in an underdeveloped economy, such

as northern l¡fanitobars, requires an understanding of the func-

tions which enterpreneurs and support agencies must perform

for the successful operation of an enterprise. Kilby outlínes

thirteen kinds of activities i,¡hich must be performed for the

successful operation of an enterprir".11 Th"re functions

may be categorized under four subgroupings.

11ri-1by, P. "Entrenreneurship
The Free Press, New York, L971. Meier,
Leadihg Issues in Economic Development.

and Economic Developrnent
G. M. (ed.), p. 548.
Oxford University

lt



Figure 2.3 presents Kilbyts framework for managenent functions,

together with corresponding problems for which quantitative data

was gathered, and brief notes on the Fund's role in each manage-

ment function. Appendix 4 presents detailed explanations of

the data on problems encountered and recorded during the file

review.

were not represented in the review. Files contained general

references to the difficulty of coordinating role 10 (acquiring

and overseeing assenbly of the factory), particular\y where

more than one agency was involved in proj ect development and

operation. However, the problems posed by this function will

take various forns which were not systematically identifiable

from files (since CEDF is not general:.y directly involved in

supervising construction of nedium-sca1e projects). Appli-

cations which involve engineering functions (11 and 1-2) are

generally referred to other sources of assistance. Innovation

and diversification (13) are irnportant functions which ÏIere

not distinguíshed or recorded by researchers.

Kilby's frarnework is followed by an explanation of

four factors which determine the degree to which the entre-

preneur (i.e. the client) can actually perform management

functions. The first factor is the scale of enterprise.

lr{anagerial functions tend to be highly speciali zed.

In developed economies, many functions are purchased in the

marketplace (eg. accountitg). Smal1 businessmen are limited

in their ability to pay for specialists.

In addition, the degree of development of the
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MANAGETÍENT FUNCTIONS

I. Exchange RelationshiPs

1) Perception of market
opportunit ies

2) Gaining command over
scarce resources

3) Purchasing inputs

4) Marketing of the product
and responding to com-
pet i t ion

Political Administration

CORRESPONDENCE 1IIITH PROBLEMS AND CEDF SUPPORT FUNCTIONS

ÏI

has been discussed in the context of applications
for pursuing business opportunities (section Z.ZZ)

has been discussed in the context of venture
capital (section 2.1) and clistributional
constraints (section 2.20) .

is a task frequently performed by the Fund on
behalf of clients in initial proj ect stages.
Access to urban suppliers and procedure for
security documentation (Figure 2.1) tend to
reinforce Fund performance of this function.

5) Dealing with the public
bureacracy (concession s,
liscenses, taxes)

- is represented quantitatively by the problem
(i) 'Market changes'. The importance of market
analysis for manufacturing projects is discussed
briefly in section 3. 12 and 5.2 -

is a function frequently performed by the Fund.
Pre-approval of loans is a Fund procedure which
has been implemented in certain cases to deal
with the problem of pre-operating conditions in
construction contract tenders. Problems posed
by this function are represented quantitatively
by (2) rlnstitutional Rigidityr.

I

(Jl
Þ

I



6) Management of human
relations within the
f irm Iand rvith the
cornnuni ty ]

7) Management of customer
and supplier relations

III

is represented quantitatively by three problems:
(3) labour turnover
(4) management turnover
(5) personal problems
(6) personal health
(7) comnunity opposition

All five problems are strongly influenced by institutional,
social and cultural patterns as well as managementrs
human relations .skills

is represented quantitatively by three problems
(where the Fund is considered a suppliei of
capita1,. expertise, information and other support
services):

(8) comnunication
(9) mistrust or objection to CEDF financial ,

condit ions c¡r

(10) refusal to comply with CEDF financial or i
management conditions

Management Control

8) Financial management is represented by the problem of (11) 'Cash flowr
which is disaggregated into

a) accounts receivable
b) accounts payable



9) Production management
(control by written
records, supervision,
coordinating input flows
with orders, maintenance)

Technology

10) Acquiring _and overseeing
assemby of the factory

11) Industrial engineering

I2) Upgrading process and
product quality

13) Introduction of new pro-
duction techniques and
p roduc t s

-15 rep re s
(Lz)

(1 3)
(14)

ented by the following
inexperienced or unti(a) operation
(b) accounting and re
indeterminant managem
It{aintenance cos t
(a) overhead
(b) repair of capital
(c) replacernent of ca
labour productivity o
extra-Project Events

(1 s)
(16)

- not represented quantitatively

FIGURE 2.
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high-level manpower market (the second of the

factors) is low in underdeveloped regions, and

be possible to secure 1ocal specialists regardless of abilíty

to pay. The final trvo factors are the social characteristics

which govern the amount of responsibility that hired personnel

will assume, and the managerfs own ski1l in applying specíalized

personnel efficiently. Each of these four factors is, to a

greater or lesser degree, a primary consideration i-n CEDFTs

decision as to what rnanagement functions the Fund's consultants

must initially assume on behalf of clients.

Review
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Table 2.4 presents results of analysis on the relat-

ionship between management problems, and the Fund's prirnary

operational problem of loan repayment. As would be expected

four liniting

it may not

(See Appendix 4), the greatest numbers of problems were recorded

for defaulted approvals (190 recorded problerns, 43.5% of

total nurnber) . Overal1, "management control functions" accounted

for the largest percentage of problerns (54.3% of total problems

recorded). Problems with "political adrninistration" accounted

for 36.8% of total problems, and "exchange relationships",

8. s% .L

lNot" thatt% approvals' is not additive. One client
may experience more thãñ one problem, or none. Percent app-rovals
meâsurès the numbers of problèns (ie. number of clients with
problems) as a percentage of total appro_va1s (where- approvals
äpproxirnately rãpresent total lending effort). Problems were
nirt double côuntèd where more than one application per client
r,r/as approved. Percent applications therefore represents a

conservative 'importance value' (181 clients, 184 projects,
?.37 approvals).



Table 2.4 Operational Characteristics of Management Problems
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The largest nurnber of individual problems were recorcled

for untrained management (16.2% of Total Problems) , maintenance

cost (9.3% of total) and narket changes (8.9% of total).

l'{arket changes affected the largest percentage of total

accounts (16.5% of. Percent Total Approvals Affected), and

accounted for the largest number of problerns in defaulted

approvals (affecting 27.5% of approvals in that group).

The incidence of problems with untrained management

hras about equally divided bet\deen operation and accounting

(affecting 14.3% and 15.1eo of approvals respectively). Like

market changes, the incidence of untrained nanagement problerts

vüas substantially higher for defaulted approvals than for

repaid or current accounts. Problems rvith maintenance cost

were almost exclusively confined to repair, and were roughly

equally divided between defaulted (16), and repaid and current

approvals (10 and 7 respectively).

Proportionately higher numbers of problems with labour

payrnent structure and/or productivity (eg. piecework vs. wage)

hrere recorded for defaulted approvals (15), with roughly equal

numbers of problems recorded for repaid (9) and current (7)

approvals. Cash f 1ow problems 1'/ere more evenly distributed,

rvith 22 recorded for defaulted approvals, and 15 recorded for

each of repaid and current approvals.

Among recorded problerns of political administration,

institutional rigidity (25), personal health (24) and refusal

to conply lvith conditions of contract (28) accounted for the

proportionately highest nunber. The incidence of institutional

problems was lowest for defaulted approvals (proportionately
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1/3 the nunber of current, and 7/2 the number of repaid

approvals). The incidence of health problems was roughly

equal between defaulted and current approvals, being twice

the number for repaid approvals. Refusal to comply with con-

tract terms occurred almost exclusively in repaid and defaulted

approvals, the highest proportion being recorded for defaulted

approvals. The lowest overall inciclence of problems hlas

recorded for labour turnover and community opposition.
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2.5 Distributional Characteristics of Management Problems

The geographic, sociological and economic character-

istics of client accounts aTe important in determining the

relative importance of dj-fferent management ski11s required

in operating northern businesses. Knowledge of the inter-

dependence between distributional characteristics and manage-

rnent problems is of value in pro j ect planning and assessment.

Prominent distributional constraints to northern

business developrnent have been reviewed in section 2.2.

Numerous management problems result from physical remoteness 
'

poorly developed 1ocal infrastructure and 1ow differentiation

of 1ocal services and manpower. From the Fund's opeTational

standpoint, sirnple distance from consulting staff may result

in client reluctance to comply with prescribed control pro-

cedures which, from the perspective of the client's immediate

environment represent unnecess ãTY, trivial and/ ot annoying

interferences.



Transportation and communication are costly and, in

the case of winter roads, barges and air service, available

intermittently. Costly delays in supply and production

may result from a combination of transport and communication

problems, and low differentiation of 1oca1 services and

suppliers. This is particularly true of mechanical supply

and service.

Low differentiation of 1oca1, cash-oriented organi-

zational ski11s results from a complex set of historical,

institutional and cultural factors. In the face of economic

constraints (financial and physical), entrepreneurial motívation

and expertise are linited in Temote reserve and metiS conmun-

ities. The few businessmen who are active in such communíties

may have business interests beyond the Fund financed project.

Management of the project may suffer as a consequence of

too 1itt1e attention. In contrast, novice Indian and metis

entrepreneurs who experiment with a business may suffer health,

farnily and social problems resulting fron unfamiliar stresses

and cultural conflicts irnplicit in cash economy business

ventures.
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lr{anagement problems take a more specif ic, and to

some degree, controllable form in relation to the kind of

business project which is undertaken. The degree and kind

of control which can actually be exercised by management

are largely a function of the scale of enterprise. lt{edium-

sized projects require greater management ski11 since they

generally involve dependence on extra-1oca1 product rnarkets,

and "high-1eve1" management assistance. In addítion, 1ocal



manpower ski11s and work patterns on which larger projects

depend are not strictly rcontrollabler and require adaptation

on the part of project management as well as employees.

Coordination of jointly financed medium-sized projects poses

serious difficulties where complex factors such as undeveloped

product markets, client inexperience, labour turnover and

geographic factors are combined (as is the case with many

medium-sized forestTy, manufacturing, construction and tourist
industry projects).

Low liquidity is a problem common to both sma11 and

mediurn-sized projects. Cash flow problems may result from

numerous factors including machinery breakdown, slow payment

of receivables, overextension or inadequate marketing of

inventory, credit policy, and institutional factors discussed

in section 2.6. Ability to predictpotential problens is

linited in inexperienced clients with the result that

refinancing or change in loan terms may be required by

the time consultants have identified the problem and recommended

controls.

Sma11 scale proj ects share many of the problems of

medium-sized ventures, but their size generaTTy precludes

hiring of management expertise. To a large degree, the client

must rely on his own judgenent and perception of necessary

management controls. CEDF efforts to foreStaII the '1tria1

and errorr' learning process rnay be perceived by the client

as unwarranted interference. In addition, numerous unexpected

problems may arise in the form of market changes or cash

flow (a good example being the proliferation of "taxis"
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which often follows authorization and establishnent of the

first taxi business in remote comrnunities). Smal1 businesses

are i11-equipped to adapt to price and market changes.

2.5I Review: Locational Characteristics

Table 2.5 illustrates the geographic distribution of

management problems which were recorded. The larger per-

centages of total problems (87.I%) were recorded for approvals

from locations within the Northern Affairs planning region.

Total percentage of recorded problems was roughly equal for

Northern Affairs and reserve locations, and southern non-

reserve comrnunities (L7%). Twenty-seven percent of total
problems (118) were recorded for NA communities, and approx-

irnately 23% (100) for urban LGD's.

In general, the incidence of problens in "political
administration" (Figure 2.3) conformed to the overall distribution

of problems, rvith the largest number recorded for Northern

Affairs communities and urban LGD's (which together recorded

roughly 40qó of all such problerns). The problem of management

turnover occurred most frequently in Northern Affairs communities,

southern non-reserve locations and urban LGD's (reflecting to some

degree the geographic distribution of construction, and manu-

facturing projects: see Table 2.6 and Appendix 8.1).

The occurrence of health problens was proportionately

highest in Northern Affairs communities (approxirnately 77%

of approvals), for which roughly twice the nunbers of problems

(10) hrere recorded in comparison to urban LGDts (4) and southern

-63-
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non-reserve locations (5). Eleven of 14 instances of commun-

ications problems were recorded for Northern Affairs and/or

Teserve locations. Mistrust and refusal of CEDF was rvidely

distributed over location, and appeared lowest in locations

south of Northern Affairs jurisdiction (with a proportì.onately

higher occurence in southern reserves).

The highest number of receivables problems r^ras record.ed

for Northern Affairs communities (9), with a proportionately

higher number recorded for northern reserves (42.geo--together

with communication and repair, the most frequently recorded

problen for northern reserve locations). Seven of 27 rec-

eivables problems were recorded for southern locations, only

1 for LGD's. The occurrenceof cash flow problems related to

payables was greatest in urban LGDrs and southern non-reserve

locations. The relatively higher incidence of receivables

problems for native communities (Northern Affairs and/or

northern reserves) in comparison to LGD's pointed to the

inherent conflict between cash-economy credit practices and

kinship traditions.
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Problems related to inexperienced management were

distributed over most locations, with the proportionately

lowest occurrence in urban LGDrs and the largest numbers in

Northern Affairs communities. Problems related to maintenance

cost r,\¡ere almost exclus ively limited to northern locations ,

with narkedly higher numbers recorded for native communities

(Northern Affairs andfor northern reserve locations) than for

LGDrs.

The highest proportional number of market problems



was recorded for urban LGDts and southern non-reserve commun-

ities, with approximately 22% of approvals in each class

affected. Slightly lower nurnbers of market problems were

recorded for Northern Affairs, and Northern Affairs and reserve

locations (reflecting the location of manufacturing projects).

Labour payment problems followed a sinilar pattern, wi-th the

proportionately highest number recorded for southern non-

reserve locations. The occurrence of problems related to extra-

project events was greatest in northern locations, with the

proportionately highest numbers for urban LGD's and Northern

Affairs communities.
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2.52 Review: Sectoral Characteristics

Table 2.6 illustrates the sectoral distribution of
problems encountered by CEDF and its clients in their co-

management of projects. Primary sector investrnents hrere

almost exclusíve1y linited to forestry projects. Approxirnately

42% of forestry approvals recorded problems with repair cost.

Proportionately high numbers of problems with labour payment/

labour turnover (roughly I/2 the total number of such problems),

and operational aspects of management were also recorded for
forestry approvals.

Roughly 20% of problems related to market changes

occurred inmanufacturing, affecting 50% of approvals issued

for rnanufacturing projects. Proportionately high numbers of
manufacturing approvals were affected by labour payment and

extra-project events. One third of al-1 management turnover

problerns urere recorded for construction approvals. Labour

payment, communication, cash f1ow, and operational problems were
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also proportionately high in the construction sector.

Transport approvals recorded the highest number of

problems for repair cost, accounting, receivables, and refusal

to comply with CEDF contract conditions. Inexperienced manage-

ment and extra-project events hrere the most frequent problems

encountered in tourist accounts, with fewer numbers of market

changes and labour payment problems recorded.

In the service sector (retai1, Testaurant, recreation,

taxi/bus and other service groups), problems related to

political adrninistration were proportionately greatest for

institutional rigidity and health. l'{anagement control functions

appeared most problenati-c for retail approvals. Roughly

I/3 of cash flow problems, and I/4 of nanagement problems

r,trere recorded for retail approvals. Taxi/bus and "other"
service sector approvals experienced proportionately high

numbers of problems with repair costs.
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2.6 Developmental Characteristics of Management Problems

existing projects pose problems related to timing and organ-

ization of loar disbursement, sequencing purchase and delivery

of capital goods, and construction. Accurate estimates of

capital costs (including unusually high construction and

transport costs), and coordination of purchasing and con-

struction activities is required to avoid the necessity of

refinancing and commitment of proj ect revenues to debt

financing (rather than to personal income or project expansion

Implementation of new projects and expansion of



and diversification).

l\ihere new, medium-sized projects involve inter-agency
agreement on cost estirnates and revenue projections, delays

in approval which result fron sequential project review by

more than one agency may effectively result in underestimation
of costs (due to price changes), or may pïonpt irnpatient
clients to initiate project activity inprudently. cash flow
problems and debt financing nay, again, be the result.

Where the purchase of existing business is consid.ered,

1ocal poli-tics may pose problems in the form of rivalry
between individuals or groups over ownership. The satisfactory
resolution of either private oï joint ownership is difficult and

the project may suffer in a number of rvays as a result.
Refinancing loans are generally issued. in support of

existing, publically funded pïojects, including those in which

the Fund has not been involved initially. The need for refin-
ancing may reflect poor management, cost overruns, rnarket changes

or requirements for operating capital to fulfi11 seasonal

contracts. Table 2.7 presents management problems according
to developmental characteristics of approvals.

Review
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Total problems were approximatery equally divided
between new and other types of approvals, with refinance
accounting for approximatery zTeo of total problems recorded.

The proportionately highest incidence of problens for ner,¡

approvals vrere recorded for repair cost and market changes

(both occurring in approxinatery z0% of new approvals). Extra-
project events and accounting recorded the second highest
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incidence of problens for new approvals, with labour payment

and inexperienced operation the third highest.

Inexperienced operation was the most frequent problem

in approvals for purchase of existing business. Expansion

approvals also recorded a large number of problems with un-

trained management, and experienced an equally high incidence

of labour paynent and market change problems. The propor-

tionately highest incidence of cash flow problems occurrêd in

refinancing of existing business. Refinance approvals recorded

roughly I/3 of institutional problerns as well as proportionately

high occurrences of market changes and untrained management

problems.

- 7L-



This chapter addresses the study's second objective,
that being to review the effects of lending efforts in terms

of operational, distributional and. developmental characteristics.
From an operational perspective, the composition of finance and

expenditure is used to indicate,

(1) the kind and quantity of CEDF financial assistance,
(2) CEDF's relationship with other agencies andfinancial institutions, and

(5) the kind and extent of effects which would be
expected to follorv from investment of loan
monies

PROGRAM OUTPUTS: LENDING EFFORTS AND EFFECTS

CHAPTER 3

. The distribution of program outputs is an inportant
indicator of both the social goal of distributional equity,
and the legislative goal of "... optinurn economic development

of remote and isolated conmunities...". The ,,... reasonable
diversity in the location and type of economic enterprise...,,
required by s.11(7) of the Act (see section 1.0) is represented
by the geographic location and economic sectors to rvhich

progran outputs hrere directed, and in which primary effects
(ie. projects) resulted. since s.s of the Act speci.fies that
community development corporations (CDCrs) are to be provided
with assistance, a breakdown of program outputs according to
proprietorship is presented to distinguish finance to cDC's

and other community and non-profit organizations.



Idea1ly, an evaluation of distributional effects of

lending would include quantitative data concerning project

ernployrnent and income benefits. lVith few exceptions, quantitative

data was unavailable from files. Since projected employment

figures which were submitted with loan applications could not

be elaborated (ie. qualified by measurement of man-hours or

man-years) quantitative estimates of employment are not pre-

sented (the interested reader is referred to CEDF Annual Reports

for projected employrnent figures) .

Similarly, year end reports for funded projects did

not provide consistent tine series data for larger projects.

Year end statements for rnost sma11 tertiary sector projects

were un¿l-vai1ab1e, and measurement of pro j ect revenues and prof its

hras impossible. Information derived from the file review sug-

gestedthat many projects were marginally profitable in monetary

terms. Proportion of total lending effort, composition of expen-

diture, and number of projects according to type of enterprise,

represent developmental characteristics reviewed. Chapter 5 presents

continued project operation (the primary indication of effect-

iveness) according to location, economic sector, proprietorship

and type of project.
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3.1 Operational Characteristics of Finance and Expenditure

Program outputs, together

determine the potential effect of

economic constraints combine with

with client efforts , Targely

CEDF programming. Socio-

institutional factors to



shape the kind and quantity of programs outputs. From the

operational perspective of a venture capital fund with fixed

assets, such aS CEDF, a primaly effectiveness criterion is the

repayment rate for loans and guarantees. Loan/ guarantee default

potentially restricts future pTogram efforts if current sub-

sidies are discontinued and losses are written off against the

Fund's capital authority.

The Fund's investment efforts are influenced by external

institutional factors, such as the willingness of commercial

lenders to provide management support under CEDF guarantees ' and

the Fundts ability to bridge grant finance. Joint ventuTes

(those which combine CEDF finance with additional investment

from the proprietor, commercial sources and/or other public

agencies) aTe important in supporting certain types of projects'

drawing extra-1oca1 capital investment to peripheral 1oca1

economies, and to some degree retaining local savings through

reinvestment.

Expenditure patterns for investment monies are used as

indicators of both the financial needs of northern trusiness

ventures, and the potential for retaining direct benefits

from expenditure within a conmunity. Ir{aximum 1ocal income

benefits would be expected to result from purchase of production

inputs which could be supplied through existing conmunity labour

force and business infrastructure.

Table 3.0 summarizes file review figures for the com-

position of finance and expenditure and default rate on loans

and guarantees. Dollar values for defaulted loans are gr'oss

figures and exclude partiaã- repayment of finance, and monies

recoveredfromrepossessedequity(seeCEDFAnnualReports
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for year end accounts)

ment assistance grants

porations t proj ects.

have been a sma1l and

Revi ew

For the period reviewed, 237 applications were approved.,

resulting in disbursement of 259 loans and guarantees (Tab1e 3.0,

footnote 2). A total of 2I5 loans accounted for approximately

83% of the do11ar value of CEDF financial assistance. Approx-

inately 17% of the value of disbursements was accounted by 44

loan guarantees. The current do11ar value of loans and guarantees

totalled over 7 rnillion do11ars, with the value of an approved

application averaging approxirnately 30,000 do11ars. Mean loan

term, as measuïed by initial contract terms, hras approximately

4 I/2 years (though numerous cases of change in initial contract

terms were recorded and interpreted to indicate the need for

administrative flexibility in dealing with unforéseen conting-

encies). Interest rates, averaged 9.4% on 1oans, and approxin-

ately 2% over prirne on loan guarantees (usua11y a 2% premium on

variously negotiated commercial lending rates).

Approximately 30% of loans (ó5 in number) were defaulted,l

as against 40% (86) repaid and approxirnately 30% (64) outstanding.

Mean loan size appeared only rnarginally lower for reoaid versus

defaulted 1oans. l{ean loan term appeared significantly

longer for defaulted loans indicating greater

. Files contained reference to 2 manage-

issued to community development cor-

lJon-lending financial support efforts

irregular component of CEDF programming.

-75-

1S"" Appendix 5 for more complete review of "default
ratert.



Table 3.0 0perational

Courposition of
Finance and Expenditure

CEDF AINÀNG
Loans: Repaid

Defaulted
Current
TOlÀ¡

Guarantees: Repaid
Defaulted
Current
rdrÀr
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Total DistrÍlrsexents
Total Àpprovals2
Tota1 Approvals Unrecorded3

Àdditional Grants4

I.!i
H ç H tFr Ëoãå $tË îi9 $t5; EËE ËEE iË!

JOINT \¡B¡TTJRES

Proprietor Finance
Corunercial Finance5
Other Public Finance6
CEDF FinanceT

Total Joint Ventures

86 ¿0.0 1,590,178 22.I 18,490 39.4 9.265 30 .2 I , 302 ,909 18 .1 20 ,O45 63 .1 8 . g
64 29.8 3,118,195 43.2 48,722 63.4 10.3

215 100.0 6,oIL,282 83.4 27,960 53.6 g.4
23 52.3 687,800 57.6 29,so4 22.2
L7 38.7 344,8OO 28.9 2O,ZB2 1S.3 2t o.p
4 9.1 161,340 13.5 40,335 8.7

44 100.0 1,193,940 16.6 27,I35 18.5
259 100.0 7 ,2O5,222 100.0 27 ,8!g N/t N/A
237 100.0 'I ,2o5 ,222 100.0 30 ,402 N./e N/A

4 H/e NoÈ Recorded Not Recorded
2 100.0 51 ,000 100.0 25,500 N/A N,/A

of Finance and Expenditure

EXPENDITURES

Real Estate
Chattels (of fice, ur-isc . equip)
Machinery
Inventory
Operating Capital
Salaries
Wages

Preoperatingg
Traíning

0,
N
,.t
(/l

r!
0,

^F ¿r^uloj 0æÆEi ov+r!
ÊÉ çc,c,9O l!+J+JÈqrOCrd

77 73.3 .812,786 10.4 10,556
23 2]-.9 418,374 5.3 18,190
43 40.0 2,467 ,653 31.6 57 ,387105 100 .0 4 ,115 , 730 52 .7 39 , Lg7

105 100.0 7,8I4,543 1oO.o 74,424

TorÀ! ExPENDrruREs REcoRDED9

1o11 fig,rr.s a¡e current dolLa¡s.
226 

"pp.o.r"d 
applications \.rere dishúrsed with both a loan and a guaranÈee (i.e. 26

approvals comprised 2 disbt¡rsements = (237 - 4 unrecorded) + 26 = 259 disbersements).
3R.s.ar.hers failed to record finance and expendi.ture for 4 of 237 approved applica-
t'ions. The 4 unrecorded approvals are not incLuded in figures for loans, guarantees
or total d.isbErsernents but are included in the numbers of approvals.
-2 additional managemenÈ training grants were d.isbursed from funds al-located to a
discontinued Special Northern Native Emplol¡ment program (SNNEP).

-Includes only nonguaranteed investment by credit unions, chartered banks and
supplierþuyers.

6lncludes 
ÀRDÀ, LIP, LEAP, and FBDB, net of CEDF component (i.e. bridging).

Figures record only fundilg which wasEcluded as a part of cEDp finance of a project.
1'Excludes qEDF guarantees.
ð Includes legal expenses, licencing, insurance and in severaL cases, liguiCation of debts.
9_Recorded finance exceeds recorded expenditure by !i9,267 dollars (2.st). The discre-
Pa¡cy h¡as due largely to a faii.ure to consistently record expendi.ture during the fil-e
review, and partially due to an inabiLity to distinguish net CEDF expenditures forjointly funded projects. Subsequent percentage fig:res for expenditures should be
taken as approximations of expenditure påtterns since error was greater than the 2.51
total for s¡naller categories (ex. expenditures by proprietorship for cooperatives:
expendiÈures for L of 3 approvals were recorded resuJ.ting j¡r unreasonably high per-
centage of preoperating expenditures) .

54 10.8 2,2L2,239 31.5 40,967
40 8.0 552 ,528 7 .9 13,813

IL7 23 .5 L ,74L ,067 24 .8 14,880
44 8.8 307,805 4 .4 6 ,996

t2t 24 .3 I ,58I,032 22 .5 13 ,066
2 o .4 13,530 o.2 6,765

10 2.0 86,980 I.2 8,698
103 20.6 468,824 6.6 4,552

8 1.6 61 ,950 0.9 7,744

499 100.0 7,025,955 100.0 14,080

N/A N/e

N/E N,/A



uncertainty for longer term financial proposals. Both default
and repayment rates were higher for loan guarantees owing to the

few guarantees classed as current (note that 4 guarantees are

classed as current only because the loans with which they were

issued , and therefore the t account statust remains current) .

Though mean size was equivalent for loans and guarantees, mean

term for guarantees hras approximately 7/3 the duration (18 nonths)

of that for 1oans. Thus, the importance of uncertainty would

be expected to have been significantly lower for guarantees than

for loans (and by inference, the default rate 1ower, all other

things being equal).

Of 237 approved applications, 105 directly involved joint

financing between CEDF and one or more of the proprietor, commercial

interests, and other public agencies (Tab1e 3.0, footnotes S-7).

Approxinately 3.7 million dollars was drawn from extra-Fund

sources and included as business investment. CEDF accounted for
over 50% of the value of joint ventures overall, with approximately

322 of the do11ar value of joint ventures drawn from other

public agencies.

The largest number of extra-Fund. investments were made

by clients (proprietors), the fewest nurnber by commercial interests.
The number of proprietor investments was approximately 3.5

times higher (77) than the number of commercial investments (23),

and contributed approxinately twice the total dol1ar value

of commercial finance on average investments 45% smaller

than average commercial investments. The willingness of
applicants to risk personal assets appeared far greater

than that of commercial interests (where the relative value of

expected gains and losses on equivalent investrnent would be



high for proprietors, and low for commercial interests).

The overall pattern of expenditures indicated that

operating capital and machinery were the most frequent invest-

ments, together accounting for nearly S0% of the dol1ar value

of expenditures. Roughly half as many investments in real

estate (1and, buildings and upgrading of buildings) accounted

for about one third of total expenditures. Miscellaneous

equipnent accounted for approximately 8% of total expenditures,

and preoperating expenses approxirnately 7% (Note that all
proprietors and their assets would be insured. 0n1y those pre-

operating expenses to which finance was committed were included) .

The smallest components of expenditure were recorded for in-

ventory, salaries, wages and training.
The importance and distribution of benefits from expen-

ditures would have varied over different communities (1arge1y
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as a function of local and regional structure of trade).
Direct benefits from expenditures would be expected ¿e have depended

upon availability of 1oca1 resources and suppliers. Approx-

inately 1/ 4 of total expenditures would have resulted in earnings

to larger communities in the form of machinery sales. Roughly

ß% of benefits, representing expenditures for chattels, inven-

tory and preoperating costs, would also be expected to have bene-

fited regional supply centres.

A maj ority of operating capital would be expected to

have been retained within remote communities given the dís-

tributional characteristics of those expenditures and expected

benefits from purchase of 1oca1 labour and service (Section 3.2).



A relatively smaller fraction of benefits from real estate

expenditures would be expected to have been retained in remote

locations, since expenditure on building materials wou1d,

in most cases, have been made in regional centres.

Income benefits from direct expenditure on salaries

and wages would have been sma11, given the 1eve1 of expenditure.

Expenditures on extra-CEDF training, though significant (and

potentially a very high yield investment relative to management

problems and default rate reviewed in Chapter 2) would be

expected to have had linited effects in terms of overall pro-

gram operation.

The most important direct benefits from investment

appeared to have been derived from proj ect operation (Section

3.2), rather than income generated through expenditures. The

inrpact of any level of investment in smaller communities would

be expected to have been substantial. Though not measured,

evidence of substantial indirect inpacts was apparent in the

succession of applications frorn smaller communities which often

followed implementation of a 1oca1 project.
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3. Z0

The inplications of CEDF investment efforts vary over

the locations and economic sectors in which funded projects

operated, and the degree of direct community interest in funded

projects. Distribution of lending efforts and projects are

Distributional Characteristics of Finance, Expenditure
and Proj ects



direct measures of the Fund's effectiveness in rneeting legis-

lative directives. Distributional characteristics of investment

composition indirectly reflect the degree to which CEDFTs

lending has been supported and/or influenced by the efforts

of other financial and developnnent agencies.

3.2I Revier,¡: Geographic Distribution of Finance, Expenditures
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Table 3.1 presents results of analysis for progran

outputs and effects according to geographic location. The

file review recorded ?37 approved applications, resulting
in disbirrsement of approxirnately 7.2 million dollars in support

of 184 projects. Overall,approxinately 72% of CEDF finance

vùas invested within Northern Affairs jurisdiction. Approx-

imately 78% of resultant projects were located within NA

jurisdiction. Correspondingly smaller investments and projects

were distributed over southern reserve and non-reserve commun-

ities.

and Proj ects

The largest shares of finance and corresponding expen-

diture were distributed over urban LGD's (27.8%) , southern

non-reserve communities (24.4t") and Northern Affairs communities

(20.4ø"1 . Locations combining Northern Affairs and reserve

cornmunities received approximateLy 15% of total CEDF finance,

and established fewer projects (40) in comparison to urban

LGD's (45) and Northern Affairs communities (46).

Locations consisting of northern reserve communities

without adjoining Northern Affairs settlements received tire

lowest share of finance (0.7"6, margina1-1-y less than a single

disbursement to a Saskatchewan client). Southern reserve



ComposlÈlon of
Finance and
Expend I ture

FINl\NCES
Number of Âpprovals
Number of ProJects
Number of Loans
Dollar Value of Loans
Z Total Dollar Value of Loans
Number of Guarantees
Dollar Value of Guarantees
Z Total Dollar Value of

Guer an tee s
Total CEDF Disbursements

Recorded
Total CEDF Flnance
Z ToÈal CEDF Finance
Number Approvals wlth Un-

recorded Dollarsr
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communities receivecl a significantly larger share of finance

(3.02), resulting in twice the number of projects (10) as

northern treserve onlyr locations.

Note that though urban LGDrs received the largest

share of finance, several projects in The Pasl and Thonpson r^rere

initiated on reserves or by Indians, ancL provided marginal

enploynent for significant numbers of reserve Indians. Crafts

manufacture in The Pas, and crafts retail in Thompson, drew

semi-finished materials and retail inventory frorn up to 7

reserve communities. Access to urban and regional markets

would be expected to have largely determined the potential
extent of both primary and secondary economic effects of manu-

facturing, and distribution of resultant products.

Southern non-reserve projects were widely distributed
across the province, especially just south of Northern Affairs
jurisdiction in the western Parklands and Interlake regions.

Three projects in Brandon and Winnipeg represented exceptions

to policy restrictions on lending to those locations. All
three proj ects were initiated by Indians, and employed

Indians. One inner city project in lVinnipeg trained and employed

urban native peoples; the second represented a I{innipeg based

consortium of northern reserves engaged in seasonal winter road

construction (incomplete records indicated 2I5 native employees

for one construction season).

The composition of finance varíed'considerably over

location. The distribution of loan numbers was quite consistent
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1-.^The Pas included
communities (Urnpervi11e,

The Pas reserve
Young's Point and

and
Big

3 outlyina Metis
Eddv)



!ùith the overall distribution of totaL CEDF finance. In

the case of guarantees, less than half lrere issued for locations

with Northern Affairs jurisdiction. Approxirnately 55"4 of

guarantees were issued south of Northern Affairs jurisdiction,

reflecting both the greater availability of accessible commercial
?lendersr" and presunably, better cash management ski1ls on the

part of southern clients (who would be expected to have been

functionally more remote from the economic mainstrearn than

northern urban counterparts, but marginally less disadvantaged

fron the standpoint of cultural isolation and development of
regional infrastructure than northern counterparts in sma1l

settlements).

The number of joint ventures t{as distributed over

locations in a pattern similar to that for total CEDF approvals.

The do11ar value of proprietor finance rvas proportionately

similar to total CEDF finance (cornpare % Tota1- Do11ar Value of
Proprietor Finance with % Tota1- CEDF Finance). Approxirnately

96% of commercial finance was invested in locations within
Northern Affairs jurisdiction, approximately 70% of the total
in urban and non-urban LGD's. The lack of commercial invest-

rnent in geographically remote locations clearly reflected a

perception of more attractive business potential in regional

centres (though Northern Affairs communities apoeared to have

benefited substantia1-1-y more from commercial investments than

locations which combined Northern Affairs and reserve settle-
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2Noa" that though a guarantee rnight be
aîy lender to aîy location, physical access to
rnent control" advice is often required to avoid
related problerns.

issued through
concerned ttmanage -
cash flow and



nents).

In contrast, approxirnately 372 of finance from other

public agencies was invested in locations south of l.lorthern

Affairs jurisdiction, with the largest total proportion (28.5%)

to non-reserve southern communities. Though other public

investment appeared widely distributed over location, the

substantial shares to tnon-/unorganized' locations, and

southern non-reserve communities, would be expected to have

influenced CEDF investment where bridge financing was sought

or refinancing was required and unavailable elsewhere. The

conditional availability of other public finance, together

rvith the issuing of guarantees to southern locations, suggested

that assistance to disadvantaged southern clients would not

necessarily divert scarce CEDF capital away from northern

locations. Substantial benefits to dj-sadvantaged clients

would be expected to have been derived from investment south

of the Northern Affairs planning region.

Locations combining Northern Affairs and reserve

settlements received L2.S% of total investment and established

40 projects. In contrast, 4 projects in non-/unol:ganized

community locations accounted for 9.0% of total finance (ten

times the level of investment in northern reserve only locations)

In relation to joint ventures, CEDF was clearly the

major investor in remote northern settlements. But on a pro-

portional basis, CEDF financial efforts d.id not compensate for

the lack of extra-Fund finances in locations combining Northern

Affairs settlernents andreserves (ie. % Tota1- Do11ar Value of

Finance increases narginally or remains approxirnately the same
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as % Tota\ CEDF finance with the addition of extra-CEDF fin-

ance. The largest exception existed for Northern Affairs and

reserve locations--a 3% difference which in terms of total fin-

ance is equivalent to approxirnately 540,000 current dollars).

This observation suggested that policy restrictions on reserve

loans night well have had detrimental effects (direct or in-

advertent) on adjoining Northern Affairs settlements (eg.

given the approximate parity between number of proj ects for

the three rnajor northern locations, a disproportionately large

number of smaller proj ects would appear to have been financed

in locations combining reserves and NA communities).3

The pattern of expenditures varied considerably over

location. Real estate, machinery and operating capital accounted

for approximately 792 of all expenditures. The srnallest

proportions of real estate expenditures were recorded for

reserve communities, and locations combining reserve and Northern

Affairs settlements. Proportionately high 1eve1s of expen-

diture for machinery corresponded to 1ow real estate expenditures

for those locations.

The highest real estate expenditures vlere recorded

for projects in non/unorganized locatíons, and projects in urban

and non-urban LGDts, where machinery expenditures tended to be

1ower. Expenditures on operating capital were lorver than the
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SNot" that a conspicuous exception to this generality
existed for Cross Lake, which accounts roughly 40% of approvals
for comrnunities classed as NA and reserve (See Appendix 3:
12 of 15 NA and reserve locations recorded approved applications;
15 of 26 NA Conrnunitl locations recorded apcroved applications).



total percentage in urban and non-urban LGDrs, and non-/
unorganized community projects. The need for operating capital
appeared significantly higher than average in Northern Affairs
communities, and northern and southern reserve projects.

Expenditures on machinery would appear to have con-

tributed significantly to the stock of capital goods in remote

northern cornrnunities (though the importance of that contri-
bution would depend largely on the type of nachinery and client
ability to maintain it).
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3.22 Revierv:

Table 3.2 presents results of analysis on program

outputs and effects according to economic sector. Approx-

imately 9% of total CEDF finance was invested in z0 prinary
sector projects, over g0% of that fraction in forestry pro-
jects. Approximately 302 of finance was invested in secondary

sector projects; roughly z/3 in 13 construction projects, and

r/3 in an equal number of manufacturing projects (the higher
1eve1 of construction investrnent reflecting, in part, seasonal

loans for operating capital to fulfill winter road construction
contracts ) .

The largest share of CEDF finance (approximately

67%) was invested in 138 tertiary sector projects, approximately
27% in 94 service sector projects (retai1, ïestaurant, rec-
reation, taxi/bus and other service). Retail projects comprised

the largest number of projects overall (s0), and clairned the
third largest share of finance (aporoxirnately r4eo of total

Sectoral Distribution of Finance. Expenditure
and Proj ects



Compo8ltlon of
Fl.nance and
Expendltures

Table 3.2 Sectoral Distribution of Finance, Expenditure and Projects
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CEDF finance). The largest share of total finance (approx-

inately 24%) vras invested in 19 touris t pro j ects (rnotels ,

lodges and carnpgrounds). The smallest shares of tertiary
sector investment r^/ere distributed over 3 wholesale trade pro-
jects (0.5%), 5 public administration projects (r.6%) and 4

non-profit projects (1.8%).

The composition of jointly funded projects indicated
that the híghest incidence of joint funding (i.e. number of
joint ventures + number of projects) occurred. in forestTy,
manufacturing, construction, tourist and retail projects.
Tourist projects accounted for the largest proportion of
investment from all sources, receiving approximately s6%

of commercial finance, r/s o proprietor equity and. other public
finance, and 24% of total CEDF funds. This pattern was inter-
preted to reflect a combination of high capital costs (and

native employment-both of which were underwritten to sone

degree by grant funding), and relatively less "disadvantaged"
proprietors (some ef whorncontributed substantial personal

equity and secured partial finance from commercial sources).

construction projects received the second-highest
proportion of total investment (approxirnately zTe") with sub-

stantial finance drawn from proprietors and other public
agencies. The highest dol1ar value of investment in manu-

facturing projects was derived from other public agencies

(25% of finance from those sources), the only projects for
which the do1lar value of extra-fund finance was greater than

total CEDF finance (only g% of CEDF finance). This

seemed to indicate a high reliance on grant funding for
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manufacturing projects, and linited enphasis on manufacturing

in overall CEDF progranming.

Forestry and retail projects drew proportionately

more CEDF finance than manufacturing (approximately 9% and

14% respectively). The value of extra-Fund finance devoted

to forestry projects, was low in comparison to retail pro-

jects, particularly for finance from other public agencies.

The distribution of expenditures within each sector

indicated that the highest proportionate real estate invest-

.ments r,,rere made in manufacturing and tertiary sector pro j ects.

The highest proportions of real estate investment were recorded

for tourist, recreation and other service sector projects (in

the case of tourist projects, indicating very high cash flow

requirements, given the level of finance) .

The largest percentages of expenditure on machinery

r,i¡ere recorded for forestTy, fishery, tTansport and taxi/bus

projects. Mechanical ski1ls and/or access to 1oca1 parts and

service suppliers would be expected to have been critical for

maintaining machinery at reasonable cost (or, in the case of

Seasonal road access, keeping machinery in operating condit-
L

ion. ) '

Percentage expendituÏes for operating capital were

highest in manufacturing, constluction, trade and restaurant

proj ects. Proportionately greater needs for operating capital

suggested that loan financing (with its rec¡uirement for readily

4S"" Section 2.5 .



recoverable security) required considerable administrative
flexibility and support in such projects.

The enployrnent and incorne ef f ects of pro j ect develop -

ment appeared to vary betr,{een and within economic sectors, and

hlere difficult to generalize. In the case of primary sector
projects, most agricultural and fishery investments were dis-
tributed to single proprietor operations, and would be expected

to have had little effect beyond inmediate family income.

Forestry projects varied over a wide range of scale.

At one extreme, sma11 operators sought light machinery to fu1-

fill cutting sub-contracts. Intermediate scale projects took

the forn of investment in heavy machinery. operations (and

in roughly 40% of projects, ownership) involved several indiv-
iduals. Thus employnent and income effects would be expected

to have been greater and more widely distributed. Large scale

forestry projects combined manufacturing processes and were

included with secondary sector investment.

Secondary effects from manufacturing and construction
projects wouldr gererâl1y be expected to have been gïeateï
than for any other class of projects. Level and quality of
employment varied considerably (according to the scale and

particular character of secondary projects). But, on the

whole, the "value added" from production would have been

relatively larger, and its distribution throughout the community

relatively greater, than for either prinary or tertiary sector

proj ects.

Secondary effects in the forn of linkages between

projects and different project components, would have been
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signifícant for certain secondary sector investment. Sna11

scale linkages between crafts production and marketing have

been mentioned. In another case, investment in a sawmill

required input of local forest resources and labour. Initial

lunber output was used in a second 1oca1 construction project.

A less capital intensive example took the form of harvesting,

preparing and narketing firewood in dornestic and U. S. markets

(an important loca1 project which failed largely because of

inadequate marketing) .

The primary benefits of tertiary sector projects

would have taken the form of service availability within the

community, and income, managernent ski11s and esteem to pro-

prietors. In general terms, the importance of tertiary sector

projects was derived fron combining,

(1) individual opportunities to establish self-
employment, and

(Z) provision of service previously unavailable within
the comnunity.

Roughly 40% of tertiary sector projects involved provision of

basic services within communities (retailing, taxis, school

buses and community and other transport--notably water supply,

sanitation and ramp and dray services). In many instances,

direct amenities from provision of services would be expected

to have been accompanied by secondary 1oca1 benefits in the

form of reduced costs of consumer goods (particular1-y where

retailing of basic donestic goods reduced costs of travel to

market centres).

91-

Approximately 30% of tertiary sector projects would have

contributed additional 1oca1 amenities. The impacts of



restaurants, recreation and other services (including daycare,
salon, musical band and publishíng),-would be expected to have been

quite parti-cu1ar. Perhaps the most significant irnpacts of

smaller service oriented projects rr¡ere derived from family

operation, where managerial experience would be expected to

have contributed individual employment ski11s, and increased

the availablertstock of scarce managerial ski1ls" in economically

undeveloped communities .

The importance of investment in public administration

facilities and non-profit enterprises would be expected to have

been significant in terms of 1oca1 benefits, but appeared

limited in relation to overall distribution of finance. Sorne

such proj ects appeared unsuited to loan financing from the

standpoint of ability to generate ïevenues. The effects of

trade and tourism would be expected to have been distributed
more widely beyoné the immediate community. The high costs

of touristry projects (in relation to expenditures recorded

for those projects) suggested that their "amenity va1ue"

outweighed their importance as 1oca1 souïces of seasonal

employment.
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3.23 Review: Proprietary Distribution of Finance, Expenditure

Table 3.3 surnmarizes the distribution of outputs

and effects according to proprietorship. Approximately 65%

of approved applications (155) were for finance of I22 sole

proprietorships (66% of total projects), and accounted for

56% of total CEDF finance. Approvals for partnerships (33),

incorporated business (6), cooperatives (3) , and other

and Projects
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associations (6), accounted for approxirnately Z0'ó of approved

applications, 20% of projects (30), and L9% of total CEDF

finance.

Comnunity adninistrations and organizations received

approxirnately L5% of approvals (34) , I4eo of projects (23) 
'

and 25% of total CEDF finance. Community development cor-

porations and band councils received the largest shares of CEDF

investment in comnunity or^med projects (approximately L3%

and 1-I% respectively, of total CEDF finance). Three of 13

manufacturing projects, and 5 of 13 construction projects

(rnost of which continue to operate; see Appendix 8.0) were

community owned and operated.

The incidence of joint funding was proportionately

leased or community owned projects. Ninety-eight of 105

jointly funded projects were privately owned. Investment in

community owned projects was lowest for commercial finance.

Investment from other public agencies was lowest in band council

projects. Community development corporations received sig-

nificantly more public finance (the third largest share after

single proprietor and incorporated projects), and contributed

the third largest share of the value of prourietor equity.

Investment in community ollned projects has developed

substantial employment, income and service opportunities

within a number of communities. The relative merits of

collective versus private ownership rvere consid.ered to depend

largely on the particular circumstances in which projects

h¡ere developed. Tight credit policy in a community owned
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retail outlet has, for example, produced negative political

repercussions within one community. A sinilar attempt by a

loca1 owner to impose tight credit in a reserve retail oper-

ation, resulted in boycotting and bankrupcy. From an economic

standpoint, the most benef icial forms of otvnership and manage-

ment would be expected to depend on particular proj ect char-

acteristics.
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3.3 Developmental Characteristics of Finance, Expenditure
and Proj ects

This section reviews lending efforts in relation to

the type of enterprise for which funding was sought. The

leve1 and composition investment represent relative enphasis

on creation of new proj ects, versus support and expans ion of

existing projects. Cornposition of expenditures is used as

an approximate indicator of financial needs for different

types of enterprises.

Revi etv :

Table 3.4 presents a breakdown of finance and expen-

diture according to the type of project financed. Approx-

irnately 64% of projects Gf7) were new business ventures

(Note that the discrepancy between number of approvals and

number of projects classed as new resultëd from an error in

coding computer processed data. The additional approval

should be classified under refinance). New projects accounted

for approximately 48% of total CEDF finance.
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able 3.4 Distribution of Finance, Expenditure and Projects Over Type of Approval
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1,193 ,940

100.0

259

7 ,2O5 ,222

100 .0

4

1

I5

80,495

ôÕ

17 ,500

Àa

54,32O

aa

7I7 ,885

10 .0

870, 200

8.0

3

I1

16 ,690

2.I

5, 500

1.3

47L,575

10 ì

r,992,653

2,486 ,4LB

22.8

TOTAI, PERCENT IOO.O

PERCENT TOTAI R-ECORDED EXPENDITURE 47.4

5

*Includes 1ega1 expenses, liceneÍng, insurance, and in several casesr liquidacion of debts.

)

62,5OO

'1 .7

0

32.3
r0 .9
30.7
2.3

]-5.7
0.1
r.2
5.5
1.3

105

812,786

I00 .0

4r8,374

100 .0

2,467 ,653

r00 .0

7 ,2C5,222

100 .0

10,904,035

100 .0

35.0
3.1

17 .8
13 .1,t.!

30 ,000

L.2

1o9,7oo

¿.6

282,2OO

2.6

27.9
t)

36.4
5.7

26.5
1.3
1.8
). t
0.5

2.6
5.0

100.0

t2.4

26.2
6.8
9.6
2.5

,,1.1_

13.0
0.8

r00 ,0

10.0

64.3
1a

11 .9
0.8

r, .1

r-00.0

27 .6

31. s
7q

1L A

4.4
22.5
0.2
L.2
6.6
0.9

100.0

¿.r)

100. 0

100 .0



Expansion of existing projects accounted for 38 approved

applications and involved 25 projects (approximately 9% of
projects) in addition to expansion of newly established projects
(i.e. 25 projects received initial funding for purposes of
expansion. An additional 13 applications were approved for
expansion of new projects). Project expansion accounted for
I0% of total CEDF finance, and was considered to include up-

grading of existing facilities as well as addition of new

production and service.

Approxinately 1-8% of projects (33) were purchased

from existing owners, and accounted for apÞroxinately 12% of

total CEDF finance. Transfer of ownershi-p generally involved

purchase of 1ocal tertiary sector projects (often previously dis-

continued projects) by native enterpreneurs. In several cases,

1ocal services which night otherwise have been lost through

retirement or migration of former owners, were retained within
the community.

Refinance accounted for approxirnately 28eo of total CEDF

investment. Eight projects which initially sought refinanceing

r,üere funded. Thirty-five applications for refinancing of new

projects were approved (roughly I/3 of which Tepresented seasonal

applications from construction projects for operating capital).
Proportionate investment from all sources was greatest

for new projects, and highest for comrnercial finance (approx-

inately 76"6). Roughly 5 tines the value of commercial finance

was invested in new projects by public agencies, and 60eo

more by proprietors. Over 90% of refinance was invested by

CEDF and other public agencies (approxirnately 19% of total
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public and 28% of total CEDF finance). Proprietor finance

was roughly equal to combined investrnent from commercial

and public sources for expansion 1oans. As a percentage of

total finance, CEDF accounted for roughly 60% of investment for

new projects, and purchase of existing projects.
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The objective of this chapter is to review and illustrate

changes in CEDF prograrnming. Structural, operational and policy

changes represent qualitative inputs. Quantitative inputs are

represented by the numbers and distributional characteristics

of financial applications. Outputs are represented by the

numbers value and distributional characteristics of approved

applications. Changes in 's'econdary progranr effects may be inferred from

the distributional and developmental characteristics of lending

efforts and proj ects.

CHAPTËR 4

PROGRAM CHANGES

Operational Changes

Introduction

Numerous changes in structure, operation and policy

have occurred in the nine years under review. Figure 4.0

summarizes prominent program changes, and identifies roper-

ational stagesr in the Fund's evaluation. Initially, the

Fund reported to the Minister of Industry and commerce; sub-

sequently to various lr{inist ries includingMines and Tourism.

Since 1979, CEDF has reported to the lvlinister of Northern

Affairs.

In L976, the Comrnunities Economic Development Fund

Act was amended. Prior to amendment, the Fund had been

dependent on the Manitoba Development Corporation (I{DC) for



Developnental Stages

Initial Growth
and

Internal
Adj ustment

-100-

Fiscal.
Year

I97I-72

Structural
and
0perational

Reorgani zation

Structural, Operational and Policy Characteristics

1972-73

-administrative reorganization with rapid transition from
MDC staff operations to independent staff growth andoperations.- MDC financial aãminist¡ation ðontinu"á.

-1ow initial 1eve1 of l.ending
-two_officers per client; one to solicit and processapplications; one to administer loans.

-y9rl high loan issue growth (year of rnax|mun do11ar volune)-high loan failure rate
-integration of management assistance officer and loanofficer functions.

-narginally reduced lending rate with nounting financial
losses

-retrenchment of Board of Directors and absence of chairnanfor ó months
-reduced lending to reserves.

-nany fewer loans with substantially reduced total
disbursement (fewer Large loans).

-new Board -Chairman- appointed:
-emerging enphasis on loca1 business developnent and
management training.

-reduced losses sought through enrphasis on existing
accounts and approving srnaller loans-introduction of investment guidelines and clarificationof provincial industrial development targets(including 1oca1 cottage industries) -

-Canada/Ilanitoba Northlands underwrites Z0* ¡nanpolrer
investment in nanagerial training.

-second period at cautious growth (th,ice the do11ar volumeof previous year)
-enphasis on financial viability of appLications.-substantially increased lending to CDC's.

-restriction on lending activity to other than ARDA
approvals and governrnent contracts

-largest expenditure on ¡nanagerial training

Renewed
Activity
Emphasis on Local
Business
Devel opment

1973-74

I974-75

Suspension of
lron - 6overnnent/
Ition- Grant Supported
Lending

L97S-76

Renewed
Ac tivity
wi th
Reduced
Discretionary
Autho r i ty

7976-77

-cabinet response to policy proposals and issue of fornal
investment guidelines. Project efforts limited to
locations north of Northern Affairs boundary (see
Appendix 8).

FIGURE 4.0 SUIßÍARY 0F PRoMINENT CHANGES IN CEDF STRUCTURE, OPERATION AND pOLICy

L977-78

r978-79

1979-80

-restriction on lending lifted with jurisdictional agenda
renaining in effect (ie. no loans to Status Indians'
on reserve).

-1itt1e change in number of loans.

-internal policy review and search for program
innovations and adjustments

-continued emphasis on 1ocal business development with
planned fund for on-site managerial training
(since discontinued).



financial accounting and disbursement of approved. financial
assistance. Legislative arnendment provided operational
autonomy from MDC, as well as easing the conditions on which
conmunity developrnent corporations could receive 1oans, and

liniting the Fund's source of loan capital exclusively to the
province I s Consolidated Fund. Independence from I.{DC resulted.
in implementation of monitoring and control proceclures which
appearr on the basis of files reviewed, to have reduced dis-
b'ursement problems related to transaction time.

Legislative amendments did not alter fundamental
program goa1s, but increased operational emphasis on management

capability was evident prior to legislative amendment. rncre-
mental changes resulted from a systenatic effort to reduce
financial losses. The most prominent explicit policy changes

have been suspension of reseï-ve loans to Treaty rndians, and

temporary suspension of GEDF lending efforts. The issue of
Teserve loans to Treaty rndians is discussed in section 4,r.

In september, 1990, explicit policy guidelines were
issued by the province (Appendix s). policy guidelines
introduced two amendments to cEDF discretionary autho rity.
First, financial assistance was restricted to locations
within the geographic jurisdiction of the Department of
Northern Affairs (see Appendix A, Figure A.1) . prior to
september, 1980, policy had allowed a discretionary and
functional definition of "ïenote,, locations. The second
amendment eliminates the Fund's authority to issuenanagement
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training grants.

included funds specifically allocated for the purpose of

grant assistance, this amendment acts more to restrict dis-

cretion over policy variance and future progran efforts, than

to alter standard practice. A final policy change involves

reintroduction of loan guarantees.

Revi ew

As CEDFTs capital authority has never
-702-

Table 4.0 presents results of analysis changes in the

characteristics of applications and finance for the 9 f/2 year

period ending in Ju1y, 1980. Tþe approval rates for applicati-ons

(% Total Applications Approved) generally correspond to the

value of disbursements (Tota1 Dollars Disbursed), rvith the

lowest rates recorded for 7g73, Ig74 and Ig78. Lower approval

rates and 1eve1s of finance for those years reflected the

administrative and policy events recorded in Figure 4.0.

Rate of application dropped sharply betv\¡een I97 4 and

L976, and has continued to decline since I976. Reduced rate

of application was interpreted to reflect a combination of

1eve1 of advertising, leve1 of referral from conmunity organ-

izations and programs, and diffusion of a reputation for
repossessing defaulted security. Field interviews indicated

that several former clients thought CEDF programming had been

terminated, and that knowledge of the Fund's objectives was

generally quite low. The possible influence of price inflation

on application rate, u/as unknorvn.

The highest number of defaulted approvals l/ere issued



Table 4.0 Changes ln Operatlonal Cltaracterlstlcs of Âppllcattons and Âpprovals

Year of
Appllcat lon

I97 |
1972

I97 3

l97 tt

I97 5

L97 6

I97 7

t978

1979

1980 
(s)

To taI

Number of
l\ppllcatlons

Number
A¡rpllcat fons
Approved

Percent
Tota I
Â¡rpllcatlons
Approved

Numl¡cr Number
Ap¡rrovals Âpprovals
Repald Defaulted

Number N.rl,".(l)
Âpprovals Âpprovals
Currenc for çhlch

Dol I ars

Total
Nunber
Dlsb¡r-senen ts

Total Numher
Dollars Loans
Guaranteed

H"nn l,n"n(2) M""n(l)
Term fnterest
(months) Rate

(7")

Number
Cuarantees

Tota I
Dollars
Loaned

Total Mean Doll.ar(4
Dollers Stze of
Dl shlrsed Âpproval

118,900 29,725

1,458,550 20,816

1,38e,160 36,557

278,010 30.890

374,ttOO 26,743

57t,755 21.,991

629,2t7 22,472

39 5, 301 35 ,936
I,064,455 53,221

92\,472 7t , 190

7,2O";,222 30,¿02

4

82

Itj

IO

18

26

28

11

20

13

259

6t

32

8

l3
26

27

1l

20

1l
215

42 .5

66. tl

59. 3

82.9

51. 5

42, f
39. 5

40. 5

41.7

Itg .5
53. I

8.7

8.0

9.1

17..3

11. r

10.0

8.8

9,4

t0.9
12.8

9.5

0

2I
15

2

5

0

I
0

0

0

44

0

366, r00

6tt0,2OO

96,640

86,000

0

5,000

0

0

0

1, r93, 940

1 18, 900

I,092,450

7 48 ,960
18r,370

288, 400

571,755

62 4,2t7

395,303

1,064,455

925,h72

6,Ott ,282

(1) The value of 4 approved appllcaÈlons was not recorded by researclrers durlng the flle revlew. These approvals uere not counted ln the total
numbers of dlsb¡¡rsements, nmbers of guarantees, or numbers of loans.

Excludes 19 obseruatlons for whlch loan term was unrecorded (lncludlng 4 approvals in (l)),

Excludes I observations for whlch Lnterest rate was unrecorded (lncludlng 4 approvals In (1)),
Toral Dollars Disbursed

Mean D,ollar slze of Approval = Nrrb.r 
"f ^pprovail@rrclì 

lr.rll.drs unrecilded

1980 = July 31, 1980

Includee 6 appllcatlons for whlch date Haa unrecorded.

(2)

(3)

(4)

(s)

(6)

I

H
O
(Ð

I

204L.72200
2r5 70 29.5 t2 31 7 0

188 38 16.0 2r! 12 2 O

I73 9 3.8 6 2 I 0

9t ltt 5.9 9 4 1 0

116 28 ll.8 10 9 9 2

85 29 12.3 lt 6 12 I
47 t2 5.1 3 3 6 I
72 70 8.4 4 0 16 0

2t 13 5.5 0 0 t3 0

ro34 
(6) n7 too. o lot 69 6t 4



in 1972 and L973. Though changes in default rate could not be

measured using available data,1 the high number of defaulted

approvals for initial years of operation appeared to have

influenced subsequent prograrnming. Changes in distribution of

outputs were reviewed in the following sections of this chapter.

From an operational standpoint, the most significant effect of

losses from initial operation appeared to have been reduction

in the number and value of guarantees, and until L979, the

value of total disbursements.

A trend tort¡ard reduced average loan term appeared

between I972 and 1978 (excepting 7974), with slight increases

in mean loan term since 1978. This trend might have reflected

an effort to increase contïol of accounts by reducing the

uncertainty inherent in longer term 1oans. Interest
rates. have fluctuated over the I I/2 years studied. Since

7973, years recording slightly higher average interest rates

appeared to correspond with longer average loan term (possibly

reflecting the conmon practice of adding a "Tisk premium" to

the "opportunity cost" of capital).

The average value of an approved application has

fluctuated, but appeared (ruith the exception of 1-972) to have

corresponded to some degree with mean loan term (both of which

would be expected to increase where a significant proportion

of current accounts consists of larger scale projects).

- 104-

1D"r", of initial application, approval or subsequent
applications, and termination of formal contact r^/ere recorded.
Date of loan default was not defined and recorded.
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Fluctuation in the average value of approvals night then be

interpreted to reflect a conbination of scale of projects

funded, and for recent years, general price inflation (see

Appendix 6).

4.2

Though the influences of changes in program input are

not precisely defined by qualitative data presented in section

4.L, changes in program efforts and effects can be illustrated.

This section explores changes in the pattern of lending according

to geographic, sectoral and proprietary characteristics of

1oans.

Distributional Changes

actively involved in bridging ARDA grants ' and issuing loans

to Treaty Indians. There has been a shift away from loans

to Indians 1ivíng on reserves, recently under explicit policy

restriction, and prior to that due to the problems of con-

trolling reserve projects and collecting on defaulted loans.

The Fund's willingness to participate in Indian business develop-

ment was thwarted by inability to secure support for reselve

loans fron the Department of Indian Affairs and Northern

Development, and its CEDF equivalent, the Indian Economic

Development Fund (IEDF). Lack of support existed, as it sti11

does, in the form of federal legislation which effectively

prohibits collection of security which is located on reserve

land. A lack of security is the major barrier to an Indian

In the period- of initial operation, the Fund was



entrepreneuït s aquisition of investment capitaLZ (since both

real and personal property stationed on reserve land can be

repossessed only through loca1 councils). The IEDF u¡i11 secure

designated lenders but CEDF had not been inclucled in this

arrangement.

In addition to the relative risk factors involved in

different kinds of 1oans, the relative costs of different

kinds of projects have changed over time. Until recently,

-106-

variations in interest rates have not been a substantial factor

due to the Fundt s standard interest rate policy (usually 2% above the

long term governnent borrowing rate). The impact of current

hígh rates of interest would be expected to influence 1eve1

of application, and the Fund's financial appraisals in the

future,

Price inflation would be expected to be a significant

factor throughout the nine years under study, particulatly where

northern prices rise at a faster rate than relatively fixed

incoines. Appendix 6 presents price indices for consumer

goods , and commonly purchased types of industrial machinery.

Price inflation might influence the kinds of projects wirich

are commercia1-1-y viable i.n the future. This danger is suggested

by the relatively higher price inflation for construction

rnachinery.

Given the approximate doubling of general prices since 1971,

the fixed 1eve1 of the Fund's capital authoirty would be

zKerrnedy, E., p. 1.
The Problems. Unpublished

Indian Busi@
doc



expected to present a constraint on the future level of lending.

Given the constraints implicit in many applications, loan

support manpower, rather than capital, will 1ike1y determine

the upper linit of lending in the short term.

Reduced lending to community owned reserve enterprises

would be expected to be reflected in the proprietary distri-
bution of loans and projects. The Fund has played an irnportant

role in supporting community enterprises and development

corporations, with notable examples in Cross Lake, Churchill,
Ilford, South Indian Lake and several southern reserves.

The conplex organizational and managerial functions required

by such efforts have often been compounded by institutional
factors resulting from involvement of nurnerous public agencies.

Legislative amendment in 1976 altered terms under

lvhich community development corporations (CDC's) could borrow.

Changes in distribution of finance to CDCrs rvould be expected

to correspond to changes in the Act (and consequent increase

in CEDF ability to provide and control ongoing support to

community enterprises through CDC rnanagenent structures) .

4.2I Review: Locational Changes

-707 -

f ncreased ernphasis on managernent develoument, oeriods

of reduced lending, and a shift away fron reserve loans would

be expected to have discernable effects on the geographic

distribution of lending efforts. Table 4.I presents results

of analysis on changes in lending efforts, including application

and approval rates, and distribution of finance and resultant

proj ects.
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The broadest geographic distribution of lending effort

occurred in Lg72, corresponding to the highest volume of

finance (% Disbursements--approximately 20%), greatest overall

approval rate (Tota1 eo for # Approvals--approximately 30%),

and second largest annual approval rate (Tota1 for % Appli-

cations--approxirnately 32%). Sixty-eight projects resulted

from finance issued in L972, accounting for approximately

37% of total projects established.

Annual approval rate dropped by roughly I/3 in 7973,

with the result that approximately I/2 the previous year's

number of applications were approved (38), and less than 7/2

the number of projects (25) were established. The value of

d.isbursements made in Ig73 dropped slightly (from 20.2% of

total finance in 1973, to 19.3% in 1973). The largest drop

in annual approval rate was recorded for locations combining

Northern Affairs and reserved communities (ie. % Applications

dropped from 6.L% in 1972 to I.7e¿ in 1973). In terms of total

value of disbursements, the largest decrease occurred for Northern

Affairs communities. Though approval rate was equal for urban

LGD's, Northern Affairs communities and southern non-reserve

communities (5.3%), the combined value of CEDF disbttrsements to

urban LDGi s and Northern Affairs locations was roughly 30%

less than the value of disbursements to southern non-reserve

locations.

I\iith three exceptions, the only loans to reserve

locations ï¡ere issued in 1972 and L973. Eleven applications

for reserve proj ects Ìvere approved in 1972, nine of which were

-109-



distributed over southern Teserves. Two loans to northern

reser.ve projects were refinanced in I973, and an additional

pro j ect funded. 'l\rith the exception of I97 6, the rate of

application from reserve locations dropped steadily af.ter 1974,

presunably reflecting widespread knowledge of policy restrictions

on reserve 1oans.

In I974, the lowest annual approval rate was recorded (5.2%

of applications for that year), with no program efforts dir-

ected to reserves or LGDts. In general, annual approval

rates increased from 1975 oD, with the highest rate recorded

in 1977 (34.2%). Since 1975, annual approval rate (% Appli-

cations) for urban LGD's, Northern Affairs communities, and

Northern Affairs and reserve locations have been quite similar.

Approval rates for southern non-reserve locations were 1ower,

during the same time period. Excepting incomplete records

for 1980, the value of disbursements made since 1975 has

fairly consistently been greatest in Northern Affairs and

Northern Affairs and reserve locations. Relatively less

f inance and s ignif icantly fewer pro j ects 1,\Iere distributed

over urban LGD's and southeïn non-reserve communities.

Tenporary suspension of lending in I978 appeared to

have reduced annual approval rates and value of disbu rsements.

The number of applications was reduced by roughly I/2 the

Ig77 1eve1 in all northern locations excepting unorganizeð

settlements. Rate of application recovered more s1owly

in Northern Affairs and Northern Affairs and reserve locations

than in urban LGD|s and southern non-reserve locations following

rescindment of the lending freeze. The greatest in:nediate

- 110-



irnpact of tenporary lending restrictions appeared to have been

on urban LGD's, where only 10 applications were subrnitted in

1978 and none approved.

4.22 Review:

The analysis of changes in sectoral distribution
of finance and projects is presented in Table 4.2. The

widest sectoral distribution of lending efforts occured in

L972, with the highest application and approval rates, and

value of finance having been recorcted for retail projects.

With 1 exception, all investment in public administration and

non-profit projects occured in 1972.

I^Iith the exceptions of transport and taxi/bus sectors,

rate of application in 1973 was roughly equivalent to the 1972

1eve1. Annual approval Tate dropped sharply for retail appli-

cations, presumably reflecting the difficulty of managing 15

retail projects established the previous year. The largest

share of finance in 1973 (7.6% of total finance) was devoted

to refinance of 3 construction projects and establishnent of

2 others.

Reduced lending in I974 resulted in low annual approval

rates in all sectors, ancl smaller shares of total finance for

all sectors except restaurant and touristry (tourist projects

h/ere the only enterprises to receive finance over all years

of operation). Annual approval rate tripled in 1975 and

the value of total finance increased by 7/3. The largest

proportion and value of finance was accounted for by refinance

of construction and tourist projects, and investment in 2 new

-111-

Sectoral Changes
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forestry projects.

Greater diversity of investment was recorded for 1976

with the addition of projects in agriculture, forestry, manu-

facture, transport, trade, retail and recreation.

Fewer numbers of applicatons in 1977 resulted in roughly

equal numbers of approvals and projects. Between I974 and

1978, total approval rate doubled (frorn 5.9% in 1975 to 12.3%

in 1977), number of projects funded increased by 2 7/2 tines

(frorn 8 to Z0) and total finance increased approximately 70%

(frorn 5.2% to 8.7% of total f inance) .

Reduced lending in 1978 resulted in the same number

of.projects in 1975, and approximately 7/2 the number of

applications. Roughly equal numbers of approvals and value

of total finance were recorded in both years. Increased lending

in I979 corresponded to wider distribution of finance. The

number of applications and approvals increased by approximately

50% and 70% respectively over L978 leve1s. The total value

of finance increase approxirnately 2 7/2 times (the largest

proportion for construction refinance), ancl the number of

projects by 50% (from I to 72). Records to July, 1980

suggested a relatively 1ow rate of application and costly

reinvestment in tourisrn.

-113-

4.23 Review: ProprietarY Changes

Table 4.3 presents results of analysis on

the proprietary distribution of lending efforts.

few applications Ïrere submitted in the first year

operation, only 1 from a community organization.

changes in

Relatively

of CEDF

Approxinatel-y
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L2% of applications in L972 were subnitted by conmunity or-

ganizations (CDC's, community councils, I'IMF 1oca1s, band councils

and other associations), and accounted for approximately Z0%

of approvals (7.0% of total applications submitted in L972

and 6.4% of total CEDF finance).

In L973, finance to conmunity organizations accounted

for 2 additional proj ects, approximately 13% of annual approvals

and 8.I% of total CEDF finance. Roughly l/3 of the total value

of disbursements in 1973 was for refinance of 3 band council

projects. With 2 exceptions, lending to community organizations

since 7973 has been limited to comnunity development corpor-

ations.

- 115-

Prior to I97 6, only 3 approvals f or CDC pro j ects l^/ere

authorized; under 1aw, only capital costs were eligible for

investment. In 1976 Amendment to the Act altered terms

under which CDC's could borroh¡. Eight CDC projects have

been established since 1975, 15 approvals authorized, and I0%

of total finance disbursed. For all years the naj ority of

applications, approvals, finance and projects were distributed

over single proprietor enterprises and partnerships.

4.3 Developmental Changes

The developnental imolications of CEDFTs lending

efforts are reflected in the numbers of applications and

approvals for different types of projects over time. The factors

discussed in preceeding sections would all be expected to influence
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financial appraisal of different

is unlikely that ar'y one set of

as largely deterrnining the types

are approved.

Review

Table 4.4 presents results of analysis on changes

lending efforts for different types of projects. Annual

approval rate for new enterprises was highest in I972. Between

I972 and I975, approval rates for new business dropped, reaching

the lowest leve1 of 2.3% in I974, and íncreasing slightly to

5.5% in 1975. Since 1975, the annual rate of approval for new

business has increased roughly 2 I/2 times to an average rate

of 14.6% (7976 to 1979 inclusive). During the same period,

numbers of applications dropped to less than half the I976

1eve1.

Annual approval rate for purchase of existing business

rnras highest in 1972, 1973 and 1978. A total of 33 projects

resulted fron purchase of existing business, 22 of which

(approximately 67% of ownership transfers) were financed in

L972 and L973, accounting for approxirnately 8.7% of total
disbursements (approximately 70% of such investrnent). Annual

approval rate for expansion loans was greatest in I97Z (approx-

inrately 4.2%), L977 (9.4%) and 1980 (33.3t6). Roughly 7/3

of expansion projects (9) were established inI972 and in

1977 and 1980 (4 projects in each year).

Annual approval rates for refinancing applications

hrere greatest in I973, I975, 1978 and 1980. Between ]-973

types of projects, but it

factors could be identified

of projects for which loans
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and 1980, Tef inancing lras lowest, as a percentage of total

approvals, in L976 and L977 (3 of 28 approvals and 0.6% of

total finance in 1976; 4 of 29 approvals and 0.7"ó of total

finance in I977). The largest proportions of refinance invest-

ment were recorded for L973 (7.4e" on 10 approvals and Z

additional projects), and 1980 (8.5% on 3 approvals).
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The studyrs fourth objective is to assess program

effectiveness. This chapter summarizes conclusions based on

data reviewed in Chapte rs 2 to 4, and places rnaj or findings in

the context of evaluation criteria outlined in section I.2.

Enabling legislation defines operational, distributional and

developmental perspectives from which program effectiveness is

evaluated.

l^Jhi1e evaluation perspectives are explicitly defined

by legislation, effectiveness criteria are not. The Act does

not elaborate the obj ectives of development, but focuses on the

neans by which developnent is to be advanced. Scarcity of

capital, rnanagement expertise and economic opportunity are

CHAPTER 5

PROGRA}{ EFFECT ÏVE}IESS

inplicitly assumed. Locally owned and operated economic enter-

prises are considered to offer opportunities by which "econonica1-t.y

disadvantaged renote and isolated" individuals and comnunity

organizations can real-ize "optimum economic development".

Such enterprises are to be offered financial or other assistance.

For purposes of this evaluation, applications for fin-

ancial assiStance are taken aS explicit measures of economic

aspirations. The importance of individual or community aspir-

ations is not represented by financial applications. But

applications are an objective expression of aspirations.

Applications represent demand for service, and thus combine
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knowledge of service availability, perception of economic

opportunity and inotivation.

Approved applications approximately represent total
CEDF supply of scarce capital (primarily loans and/or guarantees)

CEDF supply of scarcemanagement expertise ('non-lending' manage-

ment support) was not measured. But its importance is repre-

sented by the "management problems" documented throughout

the file review (Sections 2.4 to 2.6, Appendix 4). From an

operational perspective, "effectiveness, is represented by

CEDFts ability to rnatch demand for services with supply of

services, either directly or through referral to alternate

services.

Numbers, do11ar value and composition of approved

finance are used to measure the 1evel of investment which

usually results from approval of applications. The number of

projects (economic enterprises), and composition of expenditures

which result from investment, are used to represent primary

effects of lending efforts. Geographic, sectoral and proprietary

distributions of lending efforts are included in the Act but

are loosely defined and not clearly priorized (as for example,

precedence of basic servi-ces over primary sector enterprises,

or communities lvithout road success over those with all weather

access). From a distributional perspectiver "effectiveness"
combines socio-economic, geographic, sectoral and

proprietary considerations but cannot be clearly calculated,

since distributional objectives (and priorities) are not

specifically defined.



Level of investment in different types of projects
is used to represent relative emphasis on nevù enterprises,
versus support to existing 10ca1ly owned enterprises. This
final developrnental perspective is augmented by d.ata on con-
tinued operation of projects.
operation as a developmental criterion for effectiveness
assumes that CEDF represents a vehicle by which the stock of
northern enterprises can be increased.

This assumption may be questioned, since developnent-
al objectives are less clearly defined by legislation than are

-LzT-

dis tributional objectives .

men experience bankruptcy in initial efforts to establish
business enterprises.

1oans, chose to se11 or discontinue business operations.
Despite these objections, continued project operation approxi-
mately represents the degree of increase in nurnbers of economic

enterprises which has resulted from GEDF's lending efforts.
In assessing operational effectiveness, the emphasis

is on characteristics of program inputs, includ.ing distribu-
tional and developmental aspects (see Figure 1. s) . sinil ar7y,
assessment of distributional effectiveness focuses on program

outputs, including finance, expenditure and continued opera-

tion of projects. Developmental effectiveness considers
operational and distributional perspectives in relation to
the type, sectoral distribution and continued operation of
projects.

The use of continued project

Many "successful" sma11 business-

Some CEDF clients, having repaid



5.1 Operational Effectivenes s

From an operational perspective, effectiveness is de-

fined by the degree to which CEDF can satisfy the needs for
economic assistance (financial or otherlvise) in remote and iso-
lated communities. Potential satisfaction of economic needs

consists prirnarily of 3 elements, as follows:

-L2Z-

1. knowledge of and dernand for services offered by
CEDF

?

Need for service and 1eve1 of satisfaction cannot be directly
measured. The Ir034 applications reviewed represent demand for
economic assistance, and are the subset of economic needs which

CEDF can potentially satisfy. Satisfaction of applicant denand

is represented by the numbers of applicants receiving financial
and/ or information services.

the Fundrs ability to finance and support economic
opportunities perceived by applicants

the quality of transactions which result from initial
applicant enquiries.

3.

Roughly I/4 of all applications for economic assistance

were approved for finance, over 3/ 4 within the Northern Affairs
jurisdiction.
applications per year for the period between IgTI and July of
1980. But annual application rate has vari-ed, as illustrated
in Figure 5.0.

Demand for service averaged roughly 100
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Figure 5. 0

t97t t97? t973 19741975 1976 1977 1978 1979

DATE

of Approvols

three months of initial operation in L97I. Over 200 applications

were received in 1972, roughly half from reserve and Northern

Affairs comrnunities, 35eo fron other northern locations, and

ß% from non reserve southern locations.l Approximately 30%

Relatively fet+ applications were received during

Number of Applicotions, Approvols ond Proiects Over

Time ()ATE = Caiendar ycar: 1980 = Ju1,v 31, i9B0

lT"b1" 4.
Appendix 3 lists

(Ò

ìr
þ)
r980

1 presents aPPlications over
applications and communities

time by location.
by location.
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of all approved applications, and 37% of total projects funded

were recorded for 7972.

Since 7972 application rate has dropped, most noticeably

in southern reserves and northern 'reserve onlyt locations

(consisting primarily of Interlake reserves). Decreasing

application rate was thought to reflect a conbination of factors

inc luding :

1. possible changes in procedures for docunenting
initial enquiries

Z. perception of economic opportunities, and associated
risks ancl costs

3. understanding of loan finance and knorvledge of CEDF
practices, policies and 1oca1 projects

I.{arked decreases in applications for 19 75 and 19 78 appeared to

correspond to najor policy changes ancl reduced CEDF lending
)effort." High rates of ap?lication in I973 and I974 corresponded

to substant iaIIy decreasing rates of application aoproval for
those years. In 1975, application rate dropped to roughly half
the 1eve1 of preceeding years (the largest decreases for LGD's

and NA communities).

Increased rate of application in L976 corresoonded to in-
creased numbers of approvals and projects. Reduced lendíng in

1978 was followed by a similar increase in approved applications

and relatively srnaller increases in approvals andprojects. Following

recindnent of ternporary lending restrictions in 1978, application

rate increased more in LGDrs and non-reserve southern locations

2Fig,rr" 4.0, p. 100.



than in all other locations. Proportionately fewer applications

from sna1ler, more remote communities suggested that knowledge

of renewed lending was lirnited.

File review data were incomplete for 1980, but the year

end report indicates increased lending effort over Ig7g.3 Geo-

graphic distribution of applications for 1980 suggested the pos-

sibility of seasonal increases in application from remote coûrmun-

ities (ie. increased rate of application following freeze-up,

with a low rate for spring and summer months). Increased

business costs and interest rates would be expected to influence

the future rate of application, and future project assessments.4

-725 -

Knowledge of and demand for CEDF services has varied over

time. Major variations in application rate appear to have

corresponded to two periods of reduced CEDF ability to finance

and support economic opportunities perceived by applicants.

The first period of reduced lending resulted from high initial

lending rate, and high rate of default on loans and guarante"r. 5

Since CEDFTs capital authority is limíted(Section 2.0), recovery

of investment monies influences the Fundrs continued ability

to offer service. Changes in CEDFTs ability to collect on

Scor*rrnities Economic Development Fund Annual Report
for the Year Ended March 3I, 1980, p. 77.

4Section 4.I, Appendix 5.

5T"b1" 4.0, p. 1os.
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accountS could not be accurately measurecl, for various t""rorrr. 6

Overall, CEDF appeared to have been very effective in

recovering finance (see Appendix 8). Assuming recovery of

even a sma1l percentage of defaulted aSSetS, monetary losses

would be sornewhat less than 20eo of total CEDF finance. Total

numbers of defaulted approvals were higher (approxirnately 30%).

Disaggregation of apOrovals into loans and guarantees (Tab1e

3.0) indicated that average loan size was roughly equivalent for

repaid and defaulted 1oans, but average loan term was substan-

tially longer for defaulted and current loans than for repaid

loans. These observations suggested that defaulted accounts in-

cluded proportionately high numbers of large and sma11 accountsT

in comparison to repaid accounts. Longer loan term in defaulted

accounts would then, indicate a combination of more uncertain

longer term projects, and possibly, more economically disad-

vantaged clients (where contact terns l^Iere longer on average

investments of roughly equivalent size).

Though loan repayment rate appeared to correspond with

shorter loan term, guarantee repaynent did not. Average guarantee

term hras approxinnately L/3 the duration of average loan term,

but default Tate was greater in gross terms, and roughly equiva-

lent in net terms.S This observation suggested that 'non-1oant

6R"urorrc include staff and other operational changes,
changes in contract terrns, form of measurement used and other
rnethõdological difficulties (eg. Does a defaulted approval
count against the year of issue or year of default? Is there a

signifiðant relationshio between CEDF 'non-lending' support ald
1oán default, and if so holv is the relationship to be rneasured
and assessed?)

7.'ie. a bimodal or right skewed distribution of loan size.
8T"b1" 3.0, p. 76.
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management support was an irnoortant cornponent of CEDF service,

even in shorter term finance.

Non-1oan management support services appeared to be

an important complement to f inancial "investment'f . Managernent

problems recorded during the file review indicated a majority

of problerns inovlved management control functions.9 A detailed

examination of management problems is presented in Sections 2.4

to 2.6. From an operational perspective, proportionately more

documented problems occurred in defaulted accounts (conservative

calculations indicating 30eo of approvals accounted for approx-

imately 44% of total probf"*r.,É0 Higher occurrences of problems

were recorded for untrained rnanagement, market changes and

maintenance cost (primarily repair costs). Though non-1oan

support efforts were not directly measured, the importance of

management support services was readily apparent, particular]-y

where native entrepreneurs were unfamiliar with cash economy

business practices.

Eligibility criteria are án equally fundanental con-

sideration in assessing CEDFIs ability to finance and support

economic opportunities perceived by applicants. CEDF performs

dual roles as lender of last resort for economically disadvantaged

individuals, and as a cornmunity development agency for organ-

izations in remote and isolated settlements. Consequently, the

Fund must respond to a broad spectrun of economic aspirations

9-."Figure 2.3, p. 54.

1oT"bl" 2.4, p. s8. Footnote 1, p s7.



and needs.

Legislation does not clearly priorize dual ro1es. The

expectation for irnnediate success in loca1 business development

under unfavorable economic conditions, is to varying degrees,

incompatible with the reality of limited management skil1s and

economic capacities of disadvantaged clients (particularly

since CEDF has issued grants only infrequently, ffid generally for

purposes of management training in larger projects). Because eligibility for

CEDF finance rest_s-primarily on applicant inability to secure conrnercial funds,

all CEDF.-clients and most applicants are economicalTy disaclvantaged

to some d"gre".11 Effectively, CEDF lending efforts aîe confined

to a range of potential clients which excludes many poor applicants

at one extreme, and rnarginally disadvantaged applicants at the

other. This conclusion was supported by a number of observations

drawn from analysis and. review of d"ata.12

Analysis of applications (Tab1e 2.0,p.27) indicated that

approximately 3/4 were not approved for finance. With reference

to Figure 2.7 (p. 22), roughly I/2 of the applications which were

not approved were I undeveloped' to varying degrees, and dj-d not

undergo Board review. Approximately 77% of unaporoved applications

were referred to alternate sources of assistance, orimarily sources

of financial assistance (See Appendix 2). Approximately 34%

-TZ8

llqrru.rtitative information on socio-economic character-
istics of applicants and clients was inconsistently available
frorn files. Available inforrnation rvas reviewed in It{. L. Scottrs
report.

L2^:-Sections 2.I to 2.3 contain detailed analysis and review
of distributional characteristics of applications.
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of unapproved applications (25% of total applications) were

developed, reviewed and refused.

The distributions of applications which refused or

undeveloped, offered some insights into the range of economic

needs and aspirations ivhich CEDF has been able to service.

Aporoxinately 35% of total applications were undeveloped,

many from smaller northern settlements (Appendix 3) but the

largest proportions fron LGD's and. southern t"r"tlr"r. 13 Auprox-

imately ISeo of these applications (55) were not developed be-

cause of preoperating conditions which would not be met (eg.

Lice'nce, p€rrnit), or change in project feasibility while

applications were being processed (eg. establishment of unexpected

competition, alternative sale). Proportionately lower numbers

of such applications I^/ere recorded for non-reserve southern

locations and larger LGD's. This observation suggested that
preoperating conditions and transaction time were more frequent

problems in attempts to develop applications from more remote

locations.

The majority of undeveloped applications (approximately

85%) involved the applicantrs choosing not to further develop

initial inquiries or project p1ans. A further 24 applications
were approved for assistance u¡hich was declined by applicants.
Though the proportionate distribution of undeveloped applications

was similar over aI\ locations, roughly f/Z the applications

approved and declined were from locations .combining NA and

T3Table 2.L, p 33
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reserve settLements. This observation suggested that applicants

from native communities might tend to be more uncertain of

risks and/or wary of the personal costs of commercial enter-

prises.

Aporoxinately 25eo of total applications were refused,

nost due to project characteristics. l4 Most applications refused

due to sca1e, location or other characteristics beyond CEDFTs

mandate r4rere received fron LGDr s and non-reserve southern

locations. Such applications from other locations were few in

number, reflecting legislative priority to disadvantaged applicants

in remote and isolated locations.

One hundred and ten applications were refused due to

project characteristics, 52 due to management characteristics
(though management characteristics were cited more often as

secondary reasons for refusal). Since CEDF cannot underwrite

capital costs, most project refusals resulted frorn dírect financial

considerations (ie. calculation of expected net revenues in

relation to personal living expenses). Inadequate personal

security and excessive personal liabilities accounted for smaller

numbers of refusals. A significant number of economically

disadvantaged applicants (8% of total applications) were unable

to secure assistance for financial reasons.

Linited market was the second most frequently cited

reason for refusal, indicating the importance of narket develop-

ment for many proposed projects. Existing competition appeared

a substantially less important consideration than either loan

11,pp".,aices 2.0 to 2-4, p. 174



size or insufficient market.

of refusal due to existing conpetition occurred in NA and reserve

locations and in retail applications, indicating significant

economic constraints in certain circumstances. But applicant

perception of economic opportunity appeared to represent equally

significant constraints. Ful1y 25% of all applications vrere

for retail projects, and retail refusals accounted nearly 8%

of total applications

There are substantial constraints to the range of commer-

cial activities which CEDF can finance and support. Limited 1ocal

markets and management expertise appeared to be significant

obstacles to satisfying certain requests for assistance. 0ver-

al1-, applicant uncertaintL financial need and focus on retail

opportunities appeared more decisive factors limiting the range

of possible CEDF effects.

Supply of CEDF services has been roughly proportionate

-151-

A proportionately higher incidence

to demand for service in overall terrs.15

been very effective in servicing economic

But numerous specific exceptions to this generality exist where

data is disaggregated to a community 1eve1 (Appendix 3). Figures

5.3 and 5.4 illustrate this conclusion. Demand for service

has tended to be concentrated in larger communities, with notable

15P"t."ntages of applications, approvals, CEDF finance
and proj ects were compared in relation to location and sector of
proposed projects (calculations based on respective tables in
Chapters 2 through 4). Supply of service (ie. percentages of
each of approvals, finance and projects) is within 3 to 5% of
demand for service (% applications) in all locations and sectoral
classes except retail proposals (for which demancl exceeds supply
by roughly L0%), and construction and tourist projects (for
which % finance is higher, reflecting relatively higher operating
and capital costs, respectively) .

CEDF has genera1-1-y

needs and aspirations



exceptions in Churchill, Cross Lake and Carnperville. 16 D"t"rrd

from snaller communities has been more widely distributed but

appeared highest in Parklands, Interlake and northern lVhite-

shell districts where regional infrastructure (prinarily trans-

portation) is better developecl in comparison to smaller conmun-

ities in l'{anitoba' s mid-north.

Demand from smaller settlements in the mid and far

north has been limited in terms of geographic distribution.

Relatively fewer appli-cations and anprovals have been distributed

throughout communities lacking rail or road transport. CEDF

appeared to be more effective as a lender of last resort and

agent of business development for applicants residing in rfun-

ctionally remote' rather than geographically isolated communities.

Cross Lake is perhaps the best example of where this has

not been the case. All weather road access has been available

only since 1980, and ferry service is sti1l required to reach

Indian and Metis settlements there. Community and privately

owned projects appeared to have made a substantial contribution

to enploynent prospects and service availability, despite trans-

portation and communications obstacles. Tangible evidence of

available means for acting on economic aspirations (ie. initial

establishnent of local projects) would be expected to have a

substantial impact on the rate of application from geographically

isolated communities.

-I3Z-

16Note
Youngts Point

Economic constraints irnposed by poorly developed 1oca1

that The Pas
and Big Eddy.

includes The Pas reserve, Camperville,



and regional infrastructure suggested that financiaLly "appropriate"

opportunities in isolated locations are closely linked to regional

development plans in one extreme, and specific 1oca1 condítions

and needs in the other. The range of opportunities which CEDF

can actually finance and support is indirectly determined by

broader provincial and/or federal concerns and priorities. Any

CEDF attempts to extend the range of actionable opportunities,

then, involves identifying linkages between regional development

activity and 1ocal potential, as well as counselling more narrowly

focused 1oca1 initiatives.

-L33-

The quality of transactions which result from initial

applicant inquiries is an important determinant of operational

effectiveness. Transaction quality was not rmeasuredr. The

following assessment draws on qualitative data obtained from

f iles , and f ie1d, staf f and agency interviews. lt{ost econoni calLy

disaclvantaged applicanats require CEDF assistance in developing

and assessing perceived opportunities. This is particular1-y

true of native applicants (many of whom are less farniliar with

a cash economy than with subsistance economies) but rnay be

equally important for non-native applicants requiring "high

level"management ski11s (eg. market analysis). Applicant deter-

mination and consultant support appeared to be primary deter-

minants of success in securing finance.

Transactions between CEDF, applicants and other financial

and- public agencies represent a second aspect of transactional

quality. Disadvantaged clients lacking cash nanagement ski1ls

r,rrere generally unable to secure comnercial finance, even where

service contracts or grant monies had been approved. While the



1eve1 of management support r^¡ou1d be expected to vary (according

to specific institutions and individuals), both files and default

rate in guarantees suggested that inexperienced entrepreneurs

rece j-ved limited management ass istance f rom comrnercial lenders .

Proxirnity to commercial lenders (Figure 5. 2) 17 rvould be expected

to determine both the potential 1eve1 of managernent assistance

available to clients, and the prospects for securing commercial
18ïlnance. -

Interagency coordination was repeatedly cited as proble-

matic in records of CEDF involvement with larger, regional

scale projects. CEDF involvement with grant funding agencies

is necessitated by the high capital costs of many projects

(particularly manufacturing, construction and tourist projects) l9

ancl the Fundts inability to underwrite or otherwise forgive

such costs. The distribution of public finance, and the prior-

ities of grant funding agencies would be expected to have a

substantial irnpact on CEDF lending ef forts. 20

Though changes in the Fund's relationship with other
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17Not" that all credi
Affairs jurisdictíon ' have
November, 1980 .

18 Tubt" 3.L, p.81. Roughly 70% of non-guaïanteed commeï-
cial finance has been invested in LGD's. Approxirnately 55%

of guaranteed investment has been distributed over non-Teserve
southern locations.

19 T"b1" 3.2, p.87

2o lvitrr reference torother publicr finance has
Affairs jurisdiction.

t unions within the Northern
discontinued operations as of

Table 3.I, approxinatelY 37% of
been invested south of the Northern
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detail, a rough

5. 1 . Init iaTLy ,

Figure 5.1

Percent Annuol
Approved

Percenl Tolol
CEDF Finonce

indication of

CEDF was involved

(6t.e)

in bridging ARDA grants. Tn 1978, lending efforts l^/ere restricted -to

ARDA bridging and suppoTt for government contract tvork. Per-

centages of total f inance and total CÊDF finance l\,ere identical

for I97I and 1978. 0n a proportional basis CEDF finance accounted

a higher leve1 of investment between 1972 and 1975 (in part,

reflecting refinancing efforts which were ineligible for

grant assistance). In I976 and I977, a proportionately greater

volune of finance was drawn frorn commercial sources, proprietors

and other public agencies. This feature corresponded to a

second period of increased lending which appeared to emphasize

both managerial developnent, and greater involvement of extra-
2I

Fund finance.and íncreased emphasis on community owned projects.

Transaction time was cited as a probelm in development

t97t t972 t973

Applicolions

Percent of Annuol
Finonce

1974 t975 t976 t977 t978 t979 t980

DATE

Approvols, CEDF Finonce ond Totol

2I
Table 4.3, p TI4



of certain project proposals. Though transaction time was

not measured, ferrer transactional problems appeared to have

occurred since the Act was amended in L976. Legislative amend-

ment resulted in administrative autonomy fron the ì'{anitoba

Development Corporation (MDC) . Prior to legislative changes,

CEDF approved finance was processed internally by MDC as well

as by the Fund.

Sinilar delays in processing applications may result

frorn sequential revierv of proposals by CEDF and other funding

agencies. Legal documentation of security adds to transaction

time since technically, security documentation must be complete

before projects are initiated.ZZ Both security documentation

and sequential review of applications add to the variable time

required to research and assess proposals. Documentation pro-

cedures represent approxirnately standard outlays of time.

Interagency coordination of feasibility assessments (and ongoing

project monitoring) night sinilarly result in approximately

standard, less time consuming transactions.

136 -

22--'Exceptions have been recorded in cases where machinery
must be transported over winter roads prior to spring thaw.



5.2
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Dis tributional Effectiveness

From a distributional perspective, effectiveness is
defined by socio-economic, geographic, sectoral, and proprietary

considerations. The Act specifies that assistance is to be

extended to economically disadvantaged persons, and to smal1

and nedium sized economic enterprises in remote and isolated

conmunities. An unspecified 1eve1 of assistance to community

development corporations (CDC's) is also required. The Act

instructs that a "reasonable diversity in location and type of

economic enterprises" be naintain 
"d.23

Applications were submitted from I72 locations, including

21 which were not conmunities, and 2 from Saskatchewan. Fin-

ancial assistance was recei-ved by disadvantaged individuals

and groups in 64 locations. Figure 5.4 illustrates the geo-

graphic distribution of approved applications. The percentage

distributions of applications, approvals, 1eve1 of finance and

numbers of proj ects have been roughly equivalent when compared

in relation to location and sector.24 Overa11, CEDF lending

efforts have been equitabTy distributed in relation to demand

for service.

CEDF finance has totalled over 7.2 nillion dollars and

has drawn direct investment of approxinately 3.7 mí11ion dollars

nz
'-The Act requires that reasonable diversity be assessed

in relation to "the total annount loaned and outstanding at
any time". The balances of client account's were not reviewed.

?L" 'P. 131, Footnote 15 .



from other public agencies, proprietors and comrnercial sources.

Two hundred and thirty-seven applications were approved and

disbursed in support of 184 projects. Approximately zs% of
CEDF finance has been invested in s0 projects and 1g commu-

nities south of NA jurisdiction. A further Seo of CEDF finance
hras invested in 10 projects over 5 southern reserves. Approx-

irnately 72% of CEDF finance and Tg% of total projects were dis-
tributed throughout 40 lôcations within NA jurisdiction.

Numbers of approvals and numbers of projects have

been roughly evenly distributed over LGDr s, NA communities,

locations combining NA and reserve communities, and southern

- 138-

25reserve and non-t'eserve locations.
reserve and NA communities, and northern 'reserve onlyr locations
received proportionately smaller shares of finance (particul ar1y
tother public' finance) in comparison to other northern locations.
Southern reserves received proportionately more investrnent and

twice the number of projects (10) as northern 'reserve only'
locations.

CEDF is currently restricted from financing reserve
projects and has supported few such projects since rg1s. Given

socio-economic conditions in, and the geographically isol ateð.

locations of most northern reserves, oolicy restrictions are

a serious obstacle to fulfillment of legislative directives
and social goa1s. As regards collection of default assets,

CEDFr s distributional goals are at odds with the Fund's operational

But locations combining

25Table 3.r, p. 81.



responsibilities. 2 6

resulted from finance which was not repaid.

projects are located in reserve communities.

Despite this substantial qualification, CEDF lending

efforts have effected significant benefits in many native

comnunities. Equally significant, the vast majority of pro-

jects in The Pas and Thompson have been owned and operated by

urban native peoples (including treaty Indians). Two projects

in ltlinnipeg and 1in Brandon have been native owned, and in the

case of Winnipeg, have offered substantial employment benefits

to both urban natives, and residents of geographically remote

northern sett1"r"rrtr.2 7

Approximately 84"ó of all projects were privately owned

sole proorietorships, partnerships and other incorporated
28businesses. Approximately ISeo of total CEDF finance was

investedin 11 CDC projects, a majority of finance and projects
,o
Lr'

Ten projects which cont

-139-

inue to operate

Eight of those

since legislative amendment in I976.

of CEDF finance was invested in 6 band council projects, most

in I972 and I973. 0ther 1oca1 associations and cooperatives

accounted for 10 projects and 5% of CEDF finance. Assistance

to other 1oca1 associations and cooperatives was simi1-ar1-y

concentrated in I972 and 7973.

26 Section 4.I, p. 105.

11 p. 82.

28 r^bte 3. 3 , o. 9 3.

Approxinately II%

29Section 4.I3, p. 113.



Appendix 8.0 presents detailed figures for continued

project operation according to proprietorship and economic

sector. Non-profit and public adninistration projects were

exclusively owned and operated by conmunity groups. Other

forms of ownership recorded extensive diversity of projects.

Excepting partnerships in forestry and retail sectors, and Band Coi:nci1

projects in general, continued project operation appeared

unrelated to forn of ownership.

CDC projects were distributed over 9 communities, ranging

St. Laurent and Bloodvein in the south, to I1ford,. South Indian

Lake and Churchill in the north. Five of 11 total construction

proj ects continue to provide seasonal road transportation and

substantial employment opportunities for roughly a dozen reserve

and Metís communities in the nid north.30 Three of those 5

projects are CDC owned and a fourth represents a lVinnipeg based

consortium of band councils.

Figure 5.5 illustrates that most construction projects

were established within the Northern Affairs planning region,

a rnajority in locations lacking all weather or road access.

In contrast, a rnaj ority of manufacturing pro j ects hlere dis -

tributed south of NA jurisdiction ancl in The Pas and Thonpson.

Problerns reviewed in Section 2.6 indicated the importance of

market development for sma11 nanufacturing projects situated

in remote locations. Files and field intervier+s indicated

-140-

30th" basernap attached exclucles winter roads to Poplar
River and Red Sucker Lake. The extent of Manitoba's winter
road network varies due, in part, to varied snow cover and
clirnatic conditions.



extensive distributed of benefits from sma1l northern crafts

retail and manufacturing pro j ects (rvith rnerchandise and seni -

finished materials drawn from up to 7 reserves).

Prinary sector activity was widely distributed through-

out the province. Two sna11 agricultural loans hiere issued,

the first for a conventional fanily farm, the second for a

horticultural project in Churchill. Two fisheries loans l¡ere

approved, one for a snal1 single proprietor operation and the

other for a 1ocal fishernan's association. Forestry projects

v/ere largely confined to lviANFOR and Abitibi cutting areas and

represented approxinately 90% of primary sector enterprises.

Approximately 9% of total projects were in forestry, many

involving heavy machinery and 2 or 3 rnan work crews. Such

projects accounted for proportionately high occurrences of pro-

blems with tmaintenance costt , t labour turnovert and t labour

paynent' indicating the inportance of nechanical ski11s, and

wage/piecework problems for operations offering narginal

employment.

-L4T

One hundred and twenty-ni-ne projects (approxinately 70% of total
projects) involved commercial tertiary sectot' projects, âû

additional 9 involving public adninistration and non-profit

enterprises. Eighty-four of 129 commercial enterprises were in

the service sector (retai1,

bus and other services). A

trade and tourism.

Figure 5.6 illustrates the locations of non-service

tertiary sector enterprises. Eighteen of 19 touristry enter-

prises were located within NA jurisdiction. Projects ranged

restaurant, recreation, taxi/

further 35 involved transportation,



from f1y-in lodges to campgrounds and were generally the largest
and most costly tertíary sector projects. over half of 'other
public finance'was invested in tourisn, attesting si-gnificant
seasonal (and in some cases, fu11 tíne) enployment benefits

Transportation projects ranged from ramp and dray service,
through tirnber and other commodity transport, to gïave1 hauling

and garbage disposal. Other 1ocal transportation facilities
vlere included as service sector enterprises. Though few in
number, the locations of projects in trade and public adnin-

istration suggested substantial 1ocal benefits in a number of
communities ranging canperville to Brochet and churchill.

Figures 5.7 and 5.8 illustrate the distributions of
service sector projects. Many sma11 service outlets conbined

retailing and food service, recreation and food service, or

elenents of all three functions. Sl Retail business accounted

for approxinatery 16% of total projects. Retail enterprises
were distributed throughout the province and included building
and decorating and crafts rnarketing as well as food and fuel
outlets. In many cases, direct amenities from provision of
service included reduced cost and travel time to extra-1oca1

suppliers (a substantial benefit to remote and disadvantaged

communities lacking local transportation).
Taxis and school buses accounted for aoproximately

73% of total projects, providing 1ocal transport in 15

-r42
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tïh e re
field visits, re
precedence over

a primary function was
tailing and recreation
restaurants. See Table

unclear from files or
were assumed to take
2.2, p.40.



comnunities. Approxirnately I0% of total projects involved

"other ServiceS", the largest portion of which was accounted

by water delivery. Other services, ranged over daycare, a sa1on,

musical bands, and printing and publishing.

Many sma11 tertiary sector projects appeared marginally

profitable in monetary terns. But the direct employnent bene-

fits of such projects would, co1lective1y, have been sub-

stantial. Roughly 35% of tertiary enterprise involved provision

of basic services in the forms of grocery and fuel supply,

and various forms of 1oca1 transportation. An equivalent

proportion accounted other amenities in the forms of recreation,

food service, and other services and types of retailing. No

attempt was made to neasure the "amenj.ty value" of different

services in different locations, but field interviews revealed

substantial individual and community benefits in a majority

of projects visited. There was clear1y, "r'easonable diversity

in location and type of enterprises".

-r43-
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Developmental Effectiveness

From a developmental perspective, effectiveness is de-

fined by CEDF's ability to provide access to economic oppor-

tunity, and to meet financial and other needs of disadvantaged

applicants. Legislation directs that access to economic oppol'-

tunity will be extended through expansion, strengthening and

creation of 1oca1ly owned and operated economic enterprises.

Though past economic opportunities are reflected in numbers of

projects, the degree of self-reliance implied by rloca1 owner-

ship and operationf is not.

Developmental effectiveness is least certainly and least

adequately represented by proj ects and continued operation of

projects. In L972, when a CEDF consultant visited communities

in the Parklands district, he reoorted hostility in 1oca1 appli-

cants due largely to confusion over the difference betrqeen loan

and grant finance. The numbers of projects operating in those,

some communities attest a degree of "success" in 1ocal business

development since 1972.

Projects which have been discontinued must be assumed

to have contributed valuable management experience, income bene-

fits and potential employnent skil1s to former clients, despite

the likelihood of disappointed expectations (an d in several

cases, substantial economic disbenefits). Sinilarly, cêPita1

goods and projects which were sold would be expected to be in

use. In many cases projects which hrere so1c1 by original owners

continue to provide amenities and economic benefits within the

same comnunities.



Further to the point, projects which hlere sold or

discontinued do not necessarily represent defaulted assets

(This is particularly true of loca1 transport, where service

contracts were fu1fi11ed and clients, having repaid finance,

chose to discontinue pro j ects) . ì,leither can pro j ects which

continue to operate be assumed to represent "accounts in good

standing". Data on continued project operation rvere derived

from CEDF consultants. Cross referencing with account status

codes recorded during the file review (Appendix 2) indicated

that project sale ancl discontinuation did not correspond to

"business fai1ure".32 Continued project operation is an ob-

jective but incomplete measure of CEDF's contribution to

"optinum economic development".

-14s-

Table 5.1 presents detailed figures for continued

project operation according to type and economic sector.

Approximately 69% of total applications wele for new projects

and 64eo of the resultant II7 projects were new. Approxirnately

ISeo of total projects involved purchase of existing enterprises.

The purchase of existing business involved transfer of owneT-

ship to native entrepreneurs, maintenance of existing services

(where 1oca1 proprietors sought to retire or move), and sale

of 'defaulted projects' to new 1oca1 clients '

Expansion of existing projects accounted for approxi-

mately I4% of total enterprises supported. Project expansion included

32Not" that
operate, only 2 were

though 10 'defaulted projectsr continue to
parti aIIy "forgiven".
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Table 5.1 Contlnued Operatlon of ProJects According to lype and Econonlc Sector
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additional production capacity, expanded and diversified ser-

vices, and general upgrading of existing outlets. Refinancing

pïojects accounted for only 8 projects (approximately Seo of total

enterprises). The type of project r,'las unrecorded by researchers

for 1 manufacturing enterPrise.

Approxirnately 54% of funded projects continue to operate

under original management. Appendix 8.1 presents detailed l

figures for continued project operation according to location

and sector. Excepting retail outlets and restaurants, 1itt1e

variation in project operation over location was evidenced.

Proportionately, the híghest rate of continued operation occurred.

for refinancing projects; the lowest for purchase of existing

pïo j ects. A rnaj ority of enterprises in all sectors ltlere new.

Though CEDF appeared very effective in recovering loan

monies, the Fund appeared less effective from the standpoint

of continued project operation. Client preferences were a

deciding factor in the outcome of projects. At a minimum,

CEDFts tdevelopmental effectiveness' was approxirnately 54%;

at a maximun, approximately 68%. No numeraire embodies the

importance of scarce economic opportunity, or the Fund's con-

tribution to individual and cornmunity welfare.
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Data reviewed in this report indicate that CEDF's lend-
ing efforts were distributed over a wide range of clients,
locations and economic activities. Roughly 6s% of 184 proj -

ects were new. I'rnvestment" appeared to have returned sub-

stantial loca1 benefits in 63 locations, ãt sma11 cost in
terms of the Fundrs financial loss"r.1 Between s4eo and 68%

of projects continue to offer service, employment and income

benefits.

Despite these accomplishments, there are weaknesses in
the Fund's efforts. The most conspicuous of these continues

to be reserve 1oans, in relation to which the CEDFIs legisla-
tive directives conflict with its operational responsibilities.
The Fund's most significant contribution to "optimum economic

development" is provision of basic access to economic opportun-

ity.

SUMMARY AND RECOMMENDATIONS

CHAPTER 6

Given the Fund's current fiscal and managerial capacities,
the range of economi-c opportunity which CEDF can offer appeared

to be defined primarily by two considerations. The first of

these is project-oriented; the second, management oriented.

1-Direct investment from other
possible financial losses by 2 mil1
18,å of total finance.

sources exceeded maximum
ion do11ars, or roughly



Review of file data indicated that, in relation to nurnbers

of economically disadvantaged applicants, "financial via-
bility" and limited perception of opportunity constituted
more important constraints than management potential. In

relation to problems encountered by clients, basic management

control functions appeared primary factors in loan default,
as well as related to the type of project and (in the case of
receivables, problems) the culturaL/administrative identities
of settlements in which projects operated. Recommendations

for program improvement aim to increase access to economic

opportunity by extending the range of eligible clients and

activities, as well as íncreasing operational effectiveness.

- L57

6.1

Client Training - Lack of managerial ski11 has been iden-

tified as an important constraint on loan approval as well as

a deciding factor in project failure and loan default. Man-

agement expertj-se in remote communities is then, as scarce a

resource as venture capital itself. Under existing socio-

economic conditions, ãfy one of three basic options might be

adopted in an effort to inprove program effectiveness.
(1) reduced emphasis on distributional equity and

assistance to disadvantaged clients through
restricted approval criteria.

Operationalizing this option míght take the form of con-

ditional approval of applications, where financial analysis

indicated project potential but the applicantrs managerial

Recommendations for Operational Irnprovements



skil1 is judged to be marginal or inadequate. Project

financing would then be conditional on applicant training.
The consequences of this course, would certainly entail

reduced access to opportunity for economi carry disadvantaged

residents of remote native communities. The cost of train-
ing would effectively limit opportunity to applicants who

could afford tuition fees and accommodation outside the

conmunity. For all practical purposes the distributional
goal of providing opportunity to disadvantaged native people

in remote communities would require:

(i) that the cost of training be underwritten
in whole or in part by CEDF and other pub-
1ic agencies, and

(ií) that appropriate intensive training was
available on a regular basis (i.e. short
courses in sma11 business management.)

The effectiveness of training would be expected to be

greater where on-the-job training was available to direct and

reinforce learning. To date, such training has been limited
and periodic.
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Restricted approval criteria might also apply limitations
on the types of projects eligible for funding, where approval

is contingent on a high probability for continued project

operation and loan repayment. Restricted distribution of
business opportunity would then conbine with locational and

management considerations .

(2) amendment of approval criteria.



Amendment of approval criteria rnight, alternatively,
consider contribution to the limited stock of management ski11
in the north to be of sufficient importance that strict manage-

ment criteria would be waived. Questionable management

ability inplies increased default rate, assuming it to be a

necessary cost of promoting managerial ski11 and business ex_

posure (the rationale being that initial business faílure
increases the probability of subsequent success). Loan

approval for marginal applicants would effectively represent
a 1ow probability high yield investnent (where the benefits
derived 'from failed projects are assumed to outweigh the costs).

suitable projects would require srna11 loans for basic
materials and too1s, Tather than major outlays for real property

and large nachinery investments (e.g. mechanics, tools and

srna11 motor parts; sewing machines and rnaterials for crafts
manufactgre; greenhousing and bakery equipment: a variety of
cottage industries could be financed for s to 10 thousand

dollars). such projects would a1low experimentation with
self-employment while providing limited Fund exposure, the
potential for future expansion, and limited negative conse-
quences in the event of business failure.

For non-reserve projects, this option of sma11 scale
activity would require consideration of taxation and welfare
regulations. Initiarry, low project revenues would be in-
adequate replacements for incorne from welfare transfers should
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clients become ineligible for welfare. Physically disabled

persons who are "unemployable" are currently trained and

employed in "sheltered workshops" (retaining welfare income

while earning a fraction of the provincial minimum wage).

Analagous administrative arrangements might be established

for clients residing in communities where ernployment is largely
unavailable and self-enployment is expected to yield inadequate

income.

(3) Increased ernphasis on disadvantaged clients
with qualified approval subject to on the
job training

0ption 3 ains to extend the range of eligible applicants

while maintaining or reducing default rate. The option is
based on the premise that business "know how" is the deciding

factor in "success" of larger projects, and that required

rnanagerial ski11 is more a function of practical application

than of theory.

In consideration of the above options, it is recommended

that a manual2 of common management control problems for each

kind of business be co¡rpiled, and the meaning of each relevant

problen explained to clients, together with control procedures

which may be used to identify, avoid and correct such problems.

This recommendation applies particularly to cash flow and

product rnarketing management functions.
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2^. .-Thls manual could be designed like the Fund's ou/n,
Manual of Operations, and serve essentially sinilar purposes

ic operations performed by consultants.)



The above recommen,dations should be considered to
îepresent a basic component of broader, on-site. management

training and support procedures for clients who request, or
are judged to need management assistance.

ment assistance in coordinating purchase, delivery and possible

site/outlet alterations would be of benefit to certain larger
projects. Daily contact between consultant and client in
initial project stages would 1ike1y benefit most projects.
Where particular clients require basic instruction in record

keepíng and cash management, funds should be made available
to provide such instruction (on a lesson by lesson basis where

instruction is provided by northern based consultants and CEDF

cost control is required).

Pursuant to on-site training, consideration should be

given to establishing a field position for a northern consult-
ant, preferably of Indian or Metis extraction. Assistance in
initial implementation of the project could produce benefits
ín the forn of efficient inplementation, establishment of
approxinately standard business procedures, and nutual under-

standing of concerns between client and consultant. The hiring

of a northern consultant could provide the above benefits in
addition to providing ongoing training, monitoring and control
function. The advisabirity of this recommendation could be

expressed in approximate do11ar terms by weighing past finan-
cial losses against expected reductions in the incidence of
problems documented by this study.
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Intensive manage-



expected to impact remote northern communities more severely

than the general provincial population (owing both to rapidly

rising fuel costs and relatively fixed incomes in many north-

ern communities). Price inflation, when combined with high

interest rates would be expected to significantly affect the

financial prospects for many northern projects, as well as

Tate of application from sma11 northern businesses in general.

In the past, the Fund has authotized incremental reduc-

tions in interest rates for projects which produce employment

benefits. In light of the current high leve1 of interest

Tates, it is recommended that the Fund reaSSeSS and reintro-

duce íncremental reductions in interest rates to reflect

beneficial project effects in the form of fu11-time or part-

time employment of 1ocal residents.

Since the advantages of this policy would be expected

to benefit nedium scale projects to a degree greater than

smaller projects, consideration should be given to restrict-

ing thís policy to those projects which do not receive grant

assistance, oT to those where operating capital comprises the

fntenest Rates - General price inflation would be
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largest portion of expenditures.

rate reduction would be applied to labour intensive medium

scale projects, and sma11 scale tertiaty sector projects,

rather than to projects where high capital costs are already

subs idized. Limiting the application of this policy to

projects in native communities rnight further ensure that

Thus, benefits from interest



benefits were weighted toward marginal, high cost projects.

Tz'ansactì.on Time - In Some cases , delays in proces s ing

applications appeared to stern fron a lack of coordination

between CEDF and other lgencies involved in project develop-

ment, and from security documentation procedures.

Certain delays related to coordination of effort could

be irnproved, particularly in the context of regional, federal

and provincial development programs (the ARDA and Canada/
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Manitoba Northlands Agreement being good exarnples )

ing continued joint funding efforts, problems related to

sequential review of projects could be reduced by cornbining

the following:

(i) inter-agency eichange o-f information and
financiã1 particulars for applications as
soon as it-is apparent that a joint finan-
cial effort will be required to meet agency

conditions,

(ii)developrnentofrnutuallyagreeableevalua-
tion and monitoring standards/ ctiteria'
This recommendation rnight best be im-
plemented by establishing a task force,-headed by an independent.managernent. profe -
ssional, to establish suitable conditions
and coordination procedures ' In the
context of regional developmental,programs,
ataskforceshouldconsiderbroaderissues
relating sma11 business development to
major regional developnent plans'

The Fund is a lending authority with limited capi taL.

Despite the fact that financial losses are currently under-

written by the Province, such losses potentì-aIIy restrict

future lending efforts (where inflation erodes the purchas-

Assum-

ing power of CEDF's current capital authoritY, requests for



increased capital authority are denied on the basis of perforn-

ance, or current financial arrangements are discontinued).

Consequently, security documentation is an important component

of operations, particularly for investrnent in larger projects.

But secured assets do not necessarily offer protection against

financial loss since, as a general rule, only about I/4 of

northern investments are recoverable through repossession and

resale. Security documentation therefore acts primarily to

maintain the Fundr s image as a lender and to deter client

breach of contract.
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Since security documentation procedures can be both

costly and time consuming, it is recommended that for sma11

pïojects which can be financed at the discretion of the general

manager, that the Board of Directors be empowered to waive

security requirements. It is further recommended that a

review of documentation requirements and procedures be

commissíoned to determine whether, in general terms, or for

particular types of projects, the costs of securing and

repossessing assets might outweigh the benefits.

Repossession of Seeut,ity - Throughout the file review,

numerous cases hrere encountered in which the costs of repossess-

ing defaulted security rivaled oT exceeded the market value

of security. Maintenance of the Fund's lending efforts

requires maintenance of the Fund's image as a lender , pa-rti-

cularly where the client is considered by the Fund or the



communíty to have acted in bad faith (a judgment which

could more certainly be rnade if a northern field officer
and/or northern instructors weïe active). It is therefore
recommended that where the costs of repossessing security
are expected to equal 75% or more of the expected market

value of security (including consultant time in administer-

ing repossession), that repossession of security be foregone,

except where the client has been judged by the Fund to have

acted in bad faith or the project will be discontinued regard-

less of repossession actions.

rnformation Systems - The purpose of this evaluation
has been to assess programming with a view to its irnprove-

ment. Considerable time and effort was therefore devoted

to assembling information concerning program outputs, with

the consequence that linited time was available for develop-

ing conmunity-based information. Accurate assessment of
goal fulfillment (program effectiveness) requires community-

based as well as program oriented information.

More extensive information gathering would have been

feasible, from the standpoint of allocating evaluation

resources, if consistent summary data had been available

from fi1es. In vier,¡ of the ongoing needs for program evalua-

tion, and internal reporting of CEDF activities, it is
recommended that sumnary infornation on program outputs
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be kept on file Appendix 9 presents suggested elements



of sumrnary information, and is designed to facilitate periodic

internal reporting and account review activities, as well as

to augment and consolidate infornation contained in the Basic

Interview and Loan Statistics records.

6.2 Recommendations for Distributional Improvernents
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Geographíc Loeatíon - Reviehr of applications for CEDF

assistance indicated need for last Tesort finance ín numer-

ous functionally remote communities not included in the

Northern Affairs planning region. Policy guidelines of

August 1980, €xplicitly restrict CEDF financial assistance

to locations defined in the Northern Affairs Act. 0n the

who1e, need for community development assistance in the north

is greater than in the south, but conspicuous exceptions to

this generality exist throughout Manitoba.

Greater northern need for CEDF service could be reflected

in guidelines which restricted training efforts to northern

communíties, andfor established a ceiling on southern lending.

Greater numbers of commercial lending institutions in southern

Manitoba, and the high 1eve1 of other public agency invest-

rnent documented in Chapter 3, suggested that current restric-

tions on geographic dístribution of lending should be re-

considered. Exceptions to the current location criteria

are recommended to be based on the following considerations:



1. where the proposed project constitutes a
demonstrable improvement to the diversity
of services and employment potential avail-
able within a community, or a group of
communities,

where bank finance is contingent on CEDF
guarantees, or grant funding is contingent
on CEDF bridge finance, that requests for
financial assistance from applicants
residing ín communities south of Northern
Affairs jurisdiction be considered eligible
for financial assistance.
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Restrietion on Reserue Loans - The current federa1-/

provincial stalemate over financial assistance to Treaty

Indians must be overcome if the potential for commercial

self-reliance on reserves is to be real izeð.. Institutional
means for circumventing real property obstacles to securing

loans can be implemented.

that negotiation between representatives of cEDF, the federal
Department of Indian Affairs and Northeïn Development (DIAND),

the Indian Economic Development Fund (IEDF), and other

interested organizations be proposed by CEDF. Negotiations

should undertake to effectively resolve the issue of reserve

security by:

1. setting a ceiling on amounts to be secured
on reserve by IEDF and 1ocal band councils,
and/ or ,

It is therefore, recommended

? establishing mutually agreeable criteria on
the types of projects to be secured, and/or,

some other combination of eligibility
criteria, possibly involving grant funding
agencies, or regional development programs.

3.



6.3

Analysis of files indicated limited diversity in peïcep-

tion of business opportunities on the part of applicants, and

limited financial prospects for those opportunities which

weïe perceived. Means by which higher "success rates"
might be real izeð for business opportuni ti es which r{rere

actionable, have been reviewed under operational recommenda-

tions. The documented 1eve1 of need in northern communities,
and the substantial reduction in numbers of applications
Teceived by CEDF from remote communities, combine to constrain
the 1evel and kind of economic development which can be re-
arized through response oriented CEDF programming as it
currently operates.

The role of CEDF in'marginal and functionally remote locaL

economies is unique. The importance of the Fund's role is
derived from both providing business and service development,

and providing access to economic opportunity for disadvantaged

individuals and groups. rncreased benefits from business/
service development and opportunity access could be derived
from an extended developmental role for CEDF. Extended CEDF

service might combine a number of forms, but in the short term

is lirnited to two general approaches:

1. Broaden the input base to which CEDF responds
and thus, the range of proposals to whicñ the
Fund is able to respond

2. Augment or replace response orientation with
a more active outreach role.

Recornmendations'for Developmental fmprovements
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rn relation to business/service development, the option
of broadening input implies an increased emphasi_s on expanded

access to opportunity, particularly in remote northern conmun_

ities. The objective would be to increase awareness of
business opportunities through providing information and

consultation services. cEDF's referral and coordination
functions would become more important components of program-
ming, and be directed to matching enterpreneurial needs with
available resources. Exarnples of specific actions which
could be taken to broaden the input base aïe:
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(i) Implenentation of a referral fo11or..r-up procedure.
such services would ensure that requireä assisil
ance was secured by applicants, or that allpossible sources of assistance had been thorough-Iy investigated. Referral fol1ow-up would beparticularly valuable where technicai information
and research are important components of unusualproduction processes (note that the limitingfactor in- such processes is as 1ike1y the uËirityto comprehend technical information âs theimplementation of a project which would requiresophisticated management ski1ls (sma11 scaieanimal husb_andry and horticulture being good
examples of such projects)).

(ii ) Greater coordination of effort with regional scaleprograms ("g. Northlands) and institutions (eg.
regional _development corporations) might serveto clarify sma11 scale business opporiunities andregional development objectives. Diffusion ofinformation could b9 prómoted informally (through
CEDF consultants and Board members) or þre ferabíy,
through periodic circulation of information
bulletins which would report the Fund's activities
and major activities and programs conducted byother agencies.



(iii) Active advertisement of CEDF program object-
ives and services offered. Some form of
CEDF advertisement is required to maintain
awareness of opportunities offered through
CEDF services in geographically remote
communities. Explicit statement of the
Fund's willingness to support sma11 produc-
tion and service projects (eg. crafts,
mechanical services), as well as examples
of past CEDF sponsored projects, would be
expected to stimulate proposals which are
appropriate to the current and potential
scope of CEDF operations.

(iv) Increased emphasis within CEDF on product
marketing services. Extension of market-
ing analysis could be combined with a refer-
ra1- service and would enrphasize expansion and
strengthening of existing business, as well
as providing "high- 1eve1l' 'management support
for one of the more problenatic aspects of
new production oriented projects.
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Augnenting or replacing CEDF's response orientation with

an active role in initiating business development (option 2) ,

implies an increased emphasis on business/service development

(relative to opportunity access), and would entail a number

of difficult political considerations. Resolution of techni-

ca1 and nethodological problems related to identifying and

priori zing community needs does not represent a major barrier

to implementing an outreach approach.

Local politics are such that projects initiated directly

by the Fund (such as those which might fo1low from matching a

list of eligible 1oca1 entrepreneurs to prospective business

opportunities--as is the practice of the Newfoundland/ Labrador

Development Corporation) would likely be resented by the

najority of 1ocal citizens who would be excluded from such



efforts due to lack of conspicuous business acumen. propos-

a1s for production and service projects which had been identi-
fied as economically advantageous and important, could be

developed and initiated by CEDF in several ways, the two most

obyious of which are:

(i) through consultation with existing community
development corporations and 1oca1 governrnents
(who would establish CDC's as a preiequisite
for financial assistance) . Conêultation would
identify preferences and priorities in the
range of possible projects, and establish the
necessary management and control functions.

(ii) through active advertisement vrithin conmuni-
ties, of CEDF's willingness to support speci-
fic types of projects which had been detér-
mined to represent important potential
contributions to the stock of services avail-
able within designated communities. Such
advertisements might include a basic set of
services which all communities should enjoy,
and would invite applications for projects
whích would contribute to providing basic
services.
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In general terms, 1oca1 government involvement and/or

sanction would be a prerequi-site for successfully implement-

ing and managing an outreach approach. Increased CEDF staff
resources and services are irnplied by the outreach option,
which might most effectively be implemented by establishing a

regional CEDF office in a major northern centre (eg. Thompson)

The option which is preferred will reflect complex con-

siderations, many of which are beyond the imnediate scope of
CEDF programming. CEDF will continue to operate in the

context of a larger regional developrnent framework. As well
as providing opportunities for 1oca1 self-reliance, CEDF

programrning contributes to both the stock of nanagement



expertise in remote comnunities and the provision of services.

Given present denographic trends, need for management ski11s

and basic services will continue to increase, particularly
in native communities. CEDF's ability to meet increased

economic need will depend on the Fundrs ability to extend

the range of actionable opportunities in remote locations.
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FÏELD ÏNTERVIEI,J QUESTIONNAIRE

APPENDIX I



GENERAL QUESTIONS

1.

?

How did you hear

( a) ì{}ri' cli d )'ou(b) lViry did you
(c) lvhy did you
(d) hhy did you

application?

3. (a)
(b)
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4.

about CEDF?

respond?

AT'TI TUDE

lVhat did the Fund do for
ì{hat did the Fund not do
think it should have?

Irrhen you first talked to CEDF, how did they

stalt business or
not take the loan?
not get loan?
not continue

5. (a) Do you know what
community and in

(b) lVha,t do you think
U efi'ñ1 tfre No r th ?

(c) lvhat suggestions would you make for
inr¡rroving the Fr.rnd if you r¿ìn it?

wi th vour

APPL]CA}JT GROUP

a)
b)

yotr?
for

Did CIIDI' serve )'our ncecls?
h:hat needs do vort have that

c)

)'ou that you

serve?

All

(a) if you needed another 1oan, would you go

IIow woulci you rate CEDi' service?

CEDF is doing
the North ?

All
A4
B, C

(b)
(c)
(d)
(e)

a development agency should

back to CEDF?
lVould you recommend CEDF to )'our friends?
l{ou1d 1'ou app1,v to CEDF again?

D

All

^11

All

l{hy did )'ou not pa)'back thc loan?

(f) Did CEDÌ' ask you an¡'thing, or ask you to clo

anything that )'ou didn't think \{as ri'ght?
(g) Do you sti11 think,vour original idea

Did CEDF take too long to think about
Your application?

in your

8. (a)
(b)

v{as good?

SO Ci AL

Do you think CEDF should
Do you think CEDF should
money back when sonìeone

(ll:DF did not

a (a) It'hat
lifc?

AlI

All

All

All

Alt
A&C

(b)
(c)

hrere the
Did your
feelings?

changes diil the project make in )'our

clrangcs
contact

make just loans?
tri' to get their

doesn't pay?

AË
A1l
B,C
AZ

At 1

All

All
A1t

All

nrostl;' goocì, bacì or so/so?
rvith Ci:l)l: challec your

C

&D

1̂\

B,C & t)



SOCIÂL CONT I D

10. (a) Do you think
commun i ty'?

11.

(b) How do you th ink i t he lpecJ ?

(a)
(b)

T2

What are you
Itlhat $,ere you
the project?

(a) l{hat ¡rroblens(b) l.lhat problems
running it?
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your project Ìrclpcd your

ECONOI'II C

13. (a) Could you have started wi
(b) Did you go ahead with the

doing now?
do ing di f f eren t r+hcn you had

CEDF ?

i. flow
(c) Did CEDF

mone¡'?
i. did

ii. horv
iii. who
i.v. ìr'âs

did you have rçhen
did you have rçhcn

APPLICANT GROUP

did it turn out?

(d)
(e)

refcr )'ou to otller peo¡r1e for

14.

)'o u
did
did
the

How
Did
paid

you started?
you s tarted

(a) Af ter )¡ou get your CEÐF loan, did you
try to get a loan from someone clse?

get it? Ìt'iry/rihv not?

l\

^

Iong did )¡our project run?

(b) Did you get a loan from someone else? ....
(c) Did they give )'ou service as good as CEDF?

the ltrojcct tLlrn out ?

)'ou stay at )'our projcct after you
1 ^..- ?

15

thoLrt C[Di:? ...
¡rro j ect wi thout

you ¡let mone¡'i'ronl?
nìonev hard to gct'l

All
A2

Ats

At s

your 1oani

16. (a)
(b)
(c)
(d)
(e)

Did your income change after the project?

llorv many people did you hirc?

17.

lfere- they aIl local?
Did
Itrh a t
Wha t

Do )'ou think it is importaììt
have equity in a project?

you have trouble with them?
jobs did )'our ivorkers ha'r'c?

l\

B

C

C

L
I

C

l\l

A1
Ai
,t\ 1

A

A
Â

t)

AlI

was their pay 1 ike ?

eve r

rttr)k:t*rk

for a pcï-son to

t' ?

tt2
$2
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APPENDIX 2



The data set was structured to record information on up

to 7 financial applications per account. Application codes

were designed primarily to record the outcone of an applica-
tion, and secondarily to record the reason for the outcome

(Appendix 2.r) In 84 cases more than one outcome, or nore
than one reason for an outcome was recorded for either or
both of the first two applications.

In each case, the application was classified according

to the first code. Reasons for refusal were used. as direct
indicators of GEDF appraisal criteria, and indirect indicat-
ors of socio-economic condj-tions (within which appraisal

APPENDIX 2.0

THE STRUCTURE AND USE OF APPLICATION
CODES

175

criteria were applied) .

84 cases was important in establishing the validity of the
classification scheme, and interpretations based on it. The

84 cases were distributed as follows:
i. More than 1 outcone

- referred to more than 1 source of assistance s

- rndeveloped and referred 6

- refused and referred 17

,8

ii. More than 1 reason for the outcome 4g

(applies to applications which were refused.
The distribution of secondary reasons for
refusal appears in each of appendices 2.2 - 2.4)

iii. Other (eg. referral with non-loan) g

84

Consequently, the breakdown of those



tion of

i)

The conclusions which follow from a detailed examina

duplicate codes are as follows:
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CEDF's referral function was slightly under-
represented by the classification scheme
presented in Table 2.0.

a. Frequency of 'refusal was essentially un-
altered by inclusion of secondary reasons
for refusal. Project characteristics
remained the doninant reasons for refusal
of applications, though the inportance
of nanagement characteristics was
slightly understated.

b. The relative distribution of reasons for
refusal within project and management
sub-groups was essentially unchanged,
though the importance of "management
expertise" (B 3C subgroup) appeared
to have been substantia1-lY under-
Tepresented, pârticularly as regards
applications from "NA Community on1y"
locations, and as regards applications
for retail business (See Appendices 2.2
and 2.4) .

ii)



APPENDIX 2.7
CLASSIFICATION SCHEME FOR CEDF

A accepted for CEDF financing

1. repaid loan
2. defaulted loan
3. current loan (active)
4. loan approved but no disbursements made

a. loan payment regular (repaid) and business
appears stable and on-going

b. proj ect management ,

APPIiTCATTOTIS

rernains a problem and future uncertain
unstable business continues with on-going
support and/or subsidy from CEDF or õtherpublic agency

business terminated

business sold to community or other

B rej ected

d.

1. loan size, location or project characteristics
exceed mandate (including policy restriction onlending)

2. project characteristics unacceptably risky
a. extant competition (or expected)

b. insufficient market for product

c. loan size precludes viability (principle + interest
personal income)

3. management characteristics unaccept ably ri_sky

a. inadequate security
b. excessive liabilities
c. doubtful expertise and ability
d. personal qualities

4. required layering is not possible or has yet tobe secured.

5. lack of community support (or opposition)

- 777 -



6.

- 178

lack of community interest
j ect.

- referred to

1. alternative financing

d) MDC i) Secretary of State
e) LIP

2. trainì.ng programs

a) CASE (Canada Assistance for Sma11 Enterprise)
b) other institutions on informal training

3. consulting services (research)

,a) proj ect development ("pro forma")
b) project assessment including research grants

lack of response to CEDF ',prospect,,
f. initial application not forthcoming following

client contact (assumption: file éreation iñ¿icatesinquiry potential).

2. initial application follorved by request for
complete project analysis and cost breakdown--
no response.

3- initial application approved and request Ì{ithdrawn.

4. CEDF conditions not met (i.e. initial application
financially adequate but subject to ins^titutional
agenda: e.g. layering or jurisdiction)

5. project application being processed while sub-ject of application changed e.g. alternative
purchase of business arranged.

other

1. adninistration of trusts
2- not a loan application e.g. inteï-agency discussion

and policy formulation.

a) comnnercial
b) DrAND/rEDF
c) ARDA

in profits

D

f) Provincial Line Department
g) Canada Council
h) FBDB (rDB)

or pIo-

E



Geographic
Location

APPENDIX 2.2

North of Northern Affairs
*Urban LGD

Non-Urban LGD

*NA Conununity and Reserve

Reserve Only
:tNA Conununity Only

Non Cornmunity

Unorganized Community

South of Northern-**;
Reserve

Non Reserve

Unrecorded

A GEOGRAPHIC DISTRIBUTION OF SUB-GROUP

Man-
date

B1

23Fl

3

4Fl

I
8

3

B2 B2A B2B BzC

Proj ect

Frequency of Reason for Refusal

Total

Total Percent

3

1

1

1

_ 6(t) ll(t)

3

(1) tl )78"8
115
3(t) r21l 13(t)

I

B1
B2
B2A
B2B
B2C

Mandate
Unspecifi-ed Proj ect Characteristics
Existing Competition
Insufficíent Market
Loan Size

FREQUENCIES FOR REFUSAL CLASS

Management

(21

25

B3A B3B B3C B3D

( ) Inclicates secondary reasons for refusal

l2l26"
lrl1"

11
I 3(t) Tttl

67þl

6.5

1(t) 2e) 2(l

11
5 7ß) B(r)

7 :16l") 35(o) 52lu)

0.7 1.6 3.4 s.0

(1)

11
1(t)

0ther

3

B(')

B4

2

Total Percent

(6155 5.3
l2l

9' ' 0.9
lB)

39' ' 3.8

1llt) 1.1
flsl69' 6.6

Total

23
1

(1)

6
(1)

(1)

l2l 2ßl 1(r)
(1) (1)

B3A Inadequate Security
B3B Excessive Liabilities
B3C DoubËful Expertí-se
B3D Personal Qualities)tB4 OÈher (includes 1 unspecified refusal in eachrr)

rz1l rg1') 15(to) 6(1)

I.2 1.8 I.4 8.6

9

1 5

I

1
(i)

5

(1)

6 0.6
(13)57 5. s
(zl

1 0.1
f4al -.-

253'

24.s

0.5

0.1

f3)
24',

2.3

I

ts
--l
(o

I



Economíc
Sector

APPENDIX 2.3 SECTORAI DISTRIBUTION OF SIIB-GROUP FREQUENCIES FOR REFUSAL CLASS

Primary

Agriculture
Forestry

Secondary

Manufacture

Construction

Man-
date

Tertiary
Transportation
Trade
Touríst
Retail*
Restaurant.
Recreation
Taxi/Bus
Other Servíce

Non Profit
Unrecorded

B1 82 B2Ã B2B B2C

Proj ec¿

Frequency of Reason for Refusal

5
(1)

4

11
t41

Total
Total Percent

Management

1

5

3,',

Bl Mandate
B2 Unspecified Project Charac.
B2A Existing Competition
B2B Insuffícient Market

3

15

B3A B3B B3C

24
3
4
3tl
2

2

3

1

1

;
1

a

(i) l2l (r)
356

(1)

I
3(t)

3

1(,)

10

(1)

()

0ther

12)I

67lol

6.5

Indicates secondary reasons for refusal

B3D

(r)

(1)

15

2
3
4
2

(2)

(1)

9t,r
jt't
4

4
7

4

I

1

(3) 14) (6)7 16 35" 52

0.7 1.6 3.4 s.0

. PercentB4 Total :'Iota1

1

1

(1)

(3) (1)

T2
2,r, (1)

1(,) 2r"l
495
1t,l1

(1) 2

l(.,) (11

131

h)

(r)

B2C Loan size
B3A Inadequate Security
B3B Excessive Líabílities
B3C Doubtful Expertise

2
(1)

3 0.3
(4)

L2 t.2

ø\
10'

(1) (s)
IL7

1
1

1
1

(1) (12ll (r¿)
12 19 15

r.2 1. 8 r.4

2

(r)

3n,
I

2

1.0

1.6

{B)
25' '

5t')
3or',.l
78i,,r

13t"1
14r.,1

18rol
L6

B3D
*84

6(t)

0.6

2.4
0.5
2.9
7.5
1.3
L.4
r.7
1.5

Personal Qualítíes
Other (includes 3 unspecified retail

refusals)

I

H
Ø
O

-
Jl

13ì f48ì24" 253'

2.3 24.s

(1)

9 0.9

0.



Proj ect
Type

APPENDIX 2.4

New*

Purchase Existíng*

Expand Existíng

Refínance Existíng

Unrecorded

DISTRIBUTION OF SUB_GROUP FREQUENCIES FOR REFUSAL CLASS BY APPLTCATTON TYPE

Man-
date

Total

Total Percent

B1

44Ø)

13

5

2

3

B2 B2A B2B B2C

81 Mandate
B2 Unspecified Project Charac.
B2A Existing Competition
B2B Insufficient Market
B2C Loan size
B3A Inadequate Security
B3B Excessíve Liabilities

Proj ec t

_ (2) (3) (6)2 L2 28 40'
(i)

67G)

6.5

10

(i)
1

B3A B3B B3C B3D

_ ,(3) (4) (6)7 16 35 52'.

0.7 1.6 3.4 5.0

Management

(9) lr3)9L410'6

2rr) 3,r) 4trt (1)

1

I

B3C Doubtful Expertíse
B3D Personal Qualities*84 includes 2 unspedified new and unspecified

Other

B4

r,í1\ Lg"') r5(to) 6tt'

L.2 1. B r.4 0.6

(1)

(3)
19

5

( ) Indicates secondary reasons for refusal

Total Total
Percent

( 40)184 17. B

{6)43 4.L
t1)13 1.3

(31

24

.,2

0.5

0.8

f4Bl
253

purchase existing

24.5

I

F
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SU,I4I\{ARY OF APPLICATIONS BY LOCATION,
COIß4UNITY AND TRANSPORTATION N{ODE

APPENDIX 3



Classification of community location ideally includes

consideration of dernography, transportation and service char-

acteristics, and socio-economic and spatial relationships between

communitj-es. A far sinpler classification of location was

adopted for analysis and review of data. Locations are classed

prinarily according to the Northern Affairs planning region

boundary. Secondarily, the kind of settlement/location is classed

according to rinstitutional identity'. In addition, a less than

satisfactory attempt was made to distinguish smaller Local Govern-

ment Districts from larger regional centres (a distinction which

night be elaborated on a number of characteristics which were

not systematically analyzed). A summary of applications according

to community and location appears below. Data are arranged under

each of four classes of available transport mode. Errors in
coding location are also noted.

-I82-
APPENDIX 3

Communi ty

1) L Grand Rapids

2)

3)

4)

Wan ip i gow

Jenpeg River

Cross Lake

CODING ERRORS

Coding Error

should be Reserve Only
under Plane and l¡/inter

Road access
should be NA only

should be Non-Comnunity

access should be coded
Road

Number of Applica-
tions Affected

2

1

tables not
affected
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EXPLANATION OF }{ANAGEMENT PROBLEIvÍS

APPE¡IDIX 4



The occurrence of nanagement problems was recorded in
the order of appearance in fi1es, and problems were not
weighted or priorized.
suggested that record-keeping is a problem with most clients.
Where record-keeping was not cited in
it was not recorded as one.
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to reflect CEDF's perspective of difficulties encountered in
monitoring and supporting clients and do not reflect the fu1l
slate of operating difficulties encountered by clients.

1. Market changes - applies to changes in demandfor project products and servlces.
2. Instilqtional Rigidity - applies where the client

and/ or the Fund confront rules or regulationswhich will not 'bend' in the client'õ favour.
3. Labour turnover.

The paucity of year end financi_al

Management problems, then, tend

files as being a problen,

Management turnover - ap_p1ies to those largerprojects where a professional manager i;trained and/or conmissioned to oveTse"operations.

Personal problgns - applies where fanily or otherpersonal relationships are strained either bydenands of the projeèt or for other undeter_
mined Teasons.

6. Personal health - applies where the client suffershealth _problems èittrer as a result of stress orother factors unrelated to business operation.
community opposition - -applies where the operationof the business or thè- individual who managesthe business is opposed by significant ,ru*õ"rsof community membèis.

conmunication - _applies where pro j ect operation is
hampered by the absence of teléphone'or radio_phone communications facilities.

7.



9.

10.

11.

L2.

Mistrust or objection to CEDF financial oï
management conditions.

Refusal to cornply with CEDF financial or
management conditions.

Cash flow a) accounts receivable
b) accounts payable

Inexperienced or untrained management

- 190 -

a) operation
b) accounting (financial statements

and cash flow)
Indeterninant managernent structure - applies

where managernent of the project is vèste¿in more than 1 individual oi a gtoup
involved in more than one management
function.

73

I4 Maintenance cost

15

16

Labour productivity or payment structure
Extra-project events or activities - applies

where the project suffers as a result of
events unrelated to the business itself
(vandali-sm, fire) or other business
interests in which the client is con-
currently engaged.

a) overhead
b) repair
c) replacement



CO}ISUMER AND INDUSTRIAL MACIIINERY
PR]CE INDICES AND COMT,IODITIES

APPENDIX 5



1. GEOGRAPHIC I;OCATION:

The Fund shal1 consider
snall to medium-sized econonic
1n those cormuníties as defined

2. EQUITY:

l{here in the opinion of
avaílable to the appllcant, it
other!¡ise, sha11 be provided to

3. GRANTS:

191

COMMIJNITIES ECONOMIC DEVELOPMENT FI'ND

APPENDIX 5

POLICY GUIDELINES

Direct capital assistance provided
by means of loans or guarantees: where in
additíona1 requirements to cover costs of
Fund will assist the applicant in applying

4. TRAINING:

applÍcations for assístance to establísh or expand
enÈerprises, provided Èhat they shal1 be located
in the NorÈhern Affairs Act.

In addition to itsstrín€Ìent control of disburserrent of loan proceeds, the
Fund sha1l provide an ongoing rnonitoring progranme for all businesses whích it
finances and the applícant shall provide inforrnation on all faceÈs of the business
for periodic revies¡ and scrutiny by the Board. l,Ihe¡e, in the opinion of Èhe
Board, an applicant requires uìanagement or other training, the Board sha11 reserve
the ríght to encourage sugh an applicant to undertake a training programme before
any loan conrníÈnent nay be made.

5. TREAfi INDIANS:

the Board, it is established there is equity
sha1l be understood such equiÈy, in case or
the business Èo be financed.

Where, in the opinion of the Board, circunstances exisÈ which prevenÈ
Treaty Indians from obtaíning adequate fÍnancing from any other resources, con-
sideration sha11 be given to applications in the following cilcumstances:

1) Where the enterprise has received a Government conrract capable of being
assigned to the Fund.
2) For bridge financing proposals whlch have received a Specía1 ARDA grant on the
unde¡standing the enterprise sha11 not be located on Reserve Land and the Fund
sha11 be provided lríth adequate collateral security over the asseËs of Èhe proposed
business.
3) It shal1 be understood that such assistance sha1l be provided only for enter-
prises located in those cou@unities s¡hich fa11 r,Tithin the definition contained
ln the Northern Affairs Act.

6. SECURTTY REOUIREI'ÍENTS :

by the Fund shall, in all cases, be
Èhe opínion of the Board, there are

management or other training, then the
for special grant assistnace.

In deÈernining the extent to which the loan or loans sha1l be secured,
the Board shal1 Èake inÈo consideraÈion the nature and location of the fixed and
other assets being financed.

7. BANK GUAI.ANTEES:

l.Ihere, in the opinion of the Board, the financing required falls within
the terms of reference of the chartered banking sysÈem, the Fund shall encourage
and assist the applicanl to arrange such financing through a chartered bank and,
where necessary, sha1l províde Èhe chartered bank wiÈh a guaranEee rather than
a direct loan frour the Fund to the applicant.
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APPENDIX 6: CONSUMER
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Consumer Price Index
(1971=100) 100.0
Industrlal Machlnery and
Equipment (1955=100)

I.M.E. Total Index (1955=100) 159.6
Converslon FacÈor¡
0.6265665* 100.0

Forestry (1955=100)
Converslon Factor:
0.70302L4*

Manuf acturing: I^Iood
Products (1955=100)
Converslon Factor:
0.643915*

Construction (1968=100)
Conversion Factor:
o.9225092*

AND INDUSTRIAL MACHINERY

1972 1973 1974 Lg75

104. B I72.7 125.0 138.5

163.4 171.0 r94.3 225.2

I02.4 107.1 LzI.7 IîL.I

L26.7

100.0

155.3

100.0

Note: l,fachinery indices
\¡¡ere lrnavailable
costs in northern

127 .6

IOT.2

L57.7

10I.2

PRICE INDICES

1976 L977

r48.9 160. B

131. 4

r04.2

164.5

105. 9

II4.9

106.0

1980

Source :

108.4 110.8

100.0 I02.2

* 1980 = AugusÈ

151. 0

LLg.7

190. I

I22.4

130.1

120. 0

AND COMMODITIES

L97B 7979 1980*

L75.2 r9r.2 2I3.5

242.4 26I-.6

151. 9 163.9

-are adjusted by adding federal tax, transport an<lfor a transportation margin supplement to reflectlocations.

statistics canada, capital llxnenditures Prices section, prices Division

* 1971=100, equals 1955 Index x conversion factor(s)

171.8

L36.2

2I7.9

140. 3

161. 0

148. s

180. 3

143.0

242.6

t56.2

168. 0

155.0

289.3 320.9 358.7

181.3 201.1 224.7

196.3

I55 .7

256.r

164.9

T9L.2

176.4

2r8.2 244.0 264.9

173.0 193.5 210.1

274.L 300.2 335.1

176.5 193.3 21s.8

279 .3

202.3

installation changes. Data
higher transport and installation

248.9 276.6

229.6 25s.2

I

H
(o
N)

I



LIST

1. Consumer commodities:

Food
Hous ing
Clothing
Recre at ion

7 Industrial Machinery and Equipnent Commodities

FORESTRY

- 193 -

OF COMMODITIES

Slashers
Skidders
Trai lers
Light Trucks
Trans ce ivers

Transport
He alth
Personal Care

r.rlOOD PR0DUCTS (MANUFACTURTNG) :

Band Resaws
Circular Saws
Sawmill lr{achinery
Sawmill Woodworking Machinery
Edgers
P1 aners
Woodworking lt{achine ry
Nailing trfachinery
Dust Collectors
Lift Trucks
Presses, Loan and Unload

CONSTRUCTION:

Excavator Cranes, Crawler Mounted
Excavator Cranes, Rubber Tired
Concrete Mixers
Road Graders
Pumps
Rockdrills
Off-Highway Dump Trucks
Portable Air Conpressors

School Buses
Log Loaders
Cars
Crawler Tractors
Graders
Tracked Vehicles

Heavy Trucks
Front End Loaders
(lrrhee 1e d)
Tree Harvesters
Logging Boats
Chain Saws

Log Carriages
Debarkers
Hogs, Wood
l'toodchippers
Chip Screens
Scissor Lifts
Lathe Chargers
Lathe Chargers
Panel Feeders
Hot Presses

Front-End Loaders
Asphalt Equipment
Scrapers
Crawler Tractors
Aggregate Equipment
Attachments
0ther iVheeled Tractors
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Default*
Rate

Gross
Percentage

Number
of
Loans

Net
Percentage

30.2

' +g.o

Do11ar3
Value
of Laons

*263 índividual loans and guarantees r¿ere reviewed (including 4 unrecorded
approvals assumed to comprise a single loan or guarantee). Annual reports
líst 289 disbersements, excluding grants and including at least some of 24
applications which rùere approved for finance and later declined by prospective
clients (the A4rs). Since computer analysis represented client ídentities
numerically, computer entries \,üere not cross checked r¿íth Annual Reports.
Other calculations suggest numbers and dollar values are accurat.e to approx-
imately 3% of act.ual values.

- r94

Number
of
GuaranËees

2L.7

4s.0

Do11ar values measure only the total current dollar value of approved finance,
and do not account partial repayment of defaulted fínance. Dollar values therefore
represent the maximum dollars which CEDF could have 1ost.

1 - Gross figures include current approvals

2 - Net fígures exclude current approvals

3, 4 - nurnbers presented in Table 3.0

5 - numbers presented in Table 4.0

6 - dollar values deríved as follows:

38. 6

42.5

Do11ar4
Value of
Guarantees

28.9

33. 4

Number
of
Approvals

value of repaid approvals (loans * guarantees) = 2,277,978

value of defaulted approvals (1oans * guarantees) = I,647,709

value of current approvals (loans * guarantees)= 3,279,535

value of total approvals (1oans + guarantees) = 7,205,222

The dollar value of 4 approvals vras unrecorded (3 were current, 1r^¡as
defaulted).

29.7

40.6

Do11ar
Value of
Approvals

22.9

42.0



8.0 CONTINUED OPERATION OF PROJECTS ACCORDTNG
TO PROPRÏETORSHIP AND ECONOMIC SECTOR

8.1 CONTINUED OPERATION OF PROJECTS ACCORDTNG
TO LOCATION AND SECTOR
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INFORI'IATiON RECORD
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SUGGESTED ELEIIENTS

Date of initial contact
Connunity of origin
Proj ect Summary

Date application submitted
Date ?ppfication reviewed by

Board
Outcome of application
Loan amount
Loan term: interest rate
Date of initial disbersement
Date of repaynent/default

Guarantee amount
Guarantee term: interest rate
Date of initial disbersement
Date of repayment/default

Value of public investment
Value of commercial investment
Value of proprietor investment
Value of total investment

197

OF A SUMTIARY INFORMATIOI'I

Application 1

Number of months proj ect operated
Future prospects ior- proj ect/

outcome of project
Problems anticipated
Problems encountered
Controls recommended
Control implemented
Summary of required changes in termsEvaluation of controls effects

RECORD

Application
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