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EE xx eeccuu tt ii vvee  ss uu mm mm aarr yy  
  
Newfoundland has  one of the weakes t provincial economies  in Canada. S ince it became a 
province of Canada in 1949, its  economy developed into a s tate of economic dispar ity 
and dependence. Newfoundland’s  weak economic pos ition, troubled by thes e two 
phenomena, is  the s tarting point of our  res earch. T he res earch ques tion is  this  research 
is  as  follows :  How can Newfoundland’s  economic development be character is ed and 
unders tood and what is  its  economic potential? 
 
T o provide the ans wer  to this  ques tion our  res earch is  divided by two par ts :  a theoretical 
par t and an empir ical par t. T his  divis ion is  needed to see whether  empir ical observations  
can be explained by theory.  
We fir s t examined the theor ies  explaining regional growth and economic cycles . We 
par ticular ly emphas ized the elements  that explain and des cr ibe patterns  of economic 
growth and decline in several key indicator s  (and therefore Newfoundland’s  overall 
economic activity). Bas ed on this  analys is  we created a model that descr ibes  the way in 
which regional economies  develop over  time. T his  model is  character ised by a 
combination of long-term and s hor t-term patterns .  
T o determine the exact phase of a regional economy in a cer tain point in time, we 
der ived s ix  key indicators  from economic cycle theor ies :  demography (population 
development), employment, unemployment, gros s  domes tic product, cons umer  pr ice 
index and personal income. T heir  development over  time defines  the overall per iods  of 
growth and decline in Newfoundland’s  economy. T he elements  der ived from regional 
growth theor ies  that explain thes e per iods  are:  government intervention in the form of 
fiscal policies  or  other  incentives , the es tablis hment of new companies  in the bas ic sector , 
resource abundance and innovations . T his  examination concluded the theoretical par t of 
our  research.  
 
I n the empir ical par t of our  research we fir s t descr ibed the economic and political 
developments  in Newfoundland’s  his tory. After  this  character isation we us ed a location 
quotient approach to calculate which of Newfoundland’s  indus tr ies  are bas ic indus tr ies  
( i.e. which are expor t based indus tr ies ). Because of the multiplier  effect of these 
indus tr ies , their  development over  time is  impor tant in explaining per iods  of growth and 
decline in Newfoundland’s  overall economy. Based on our  calculation we decided to 
include the fishery, mining, oil and gas  and the fores try in our  analys is . We also decided 
to include the manufactur ing indus try des pite of its  location quotient of 0.5. From then 
on, we refer red to thes e indus tr ies  as  Newfoundland’s  main indus tr ies . Other  indus tr ies  
were omitted becaus e these are not likely to expor t their  products .  
We then analysed the developments  in Newfoundland’s  main indus tr ies . We concluded 
that there are three important explanations  for  the developments  in thes e indus tr ies .  T he 
fir s t explanation is  the influence of both provincial and federal government decis ions  on 
the development of (cer tain par ts  of) Newfoundland’s  economy. T he second explanation 
is  the abundance and exploitation of natural res ources . T he third explanation is  the 
influence of external factors , s uch as  changes  in demand or  market pr ices .  
 
After  the analys is  of the developments  in Newfoundland’s  main indus tr ies  we examined 
per iods  of growth and decline in the s ix  key indicators  identified in the operationalisation 
par t of our  research. We concluded that their  development over  time cor responded with 
both external influences  (s uch as  national reces s ions ) and internal influences  (the 
influence of developments  in the main indus tr ies ). Based on the developments  in the key 
indicators  we created Newfoundland’s  economic cycle from 1949 to 2001.  
From 1949 onwards , several impor tant per iods  of growth and decline are vis ible in 
Newfoundland’s  economic cycle. T he recovery phase s tar ts  in 1949, the year  of 
Confederation and ends  in 1961. T he prosper ity phase s tar ts  in 1961 and ends  in 1980. 
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T he reces s ion phase s tar ts  around 1980 and las ts  until 1987. T he depres s ion phase s tar ts  
around 1987 and las ts  until  1994. Recovery s tar ts  from 1994 onwards .  
 
T o see whether  developments  in Newfoundland’s  economy can be explained by regional 
growth and economic cycle theor ies , we compared their  des cr iption of the proces s es  and 
mechanisms  explaining patterns  of growth and decline in regional economies  to 
Newfoundland’s  s ituation and decided on their  applicability. We decided that the 
economic bas e theory and I nnis ’ s taple theory are highly applicable.  Per roux’s  growth 
pole theory and Myrdal’s  theory of cumulative caus ation,  evolutionary theory and 
S chumpeter ’s  theory on innovations  are all applicable. Keynes ian growth theory is  only 
par tly applicable in explaining per iods  of growth and decline in Newfoundland’s  economy.  
Regarding the applicabil ity of the economic cycle theor ies  we concluded the following:  
Clapp’s  resource cycle theory is  highly applicable. Vernon’s  product cycle theory,  
Kondratiev’s  theory on long waves  and the bus ines s  cycle theory are all applicable. 
T hompson’s  regional cycle theory is  the only economic cycle theory not applicable in 
explaining patterns  of growth and decline in Newfoundland’s  economy.  
 
Par t of the aim of our  res earch has  been to find out the economic potential and economic 
future of Newfoundland. We concluded that the future developments  in Newfoundland’s  
main indus tr ies  are generally pos itive, as  they are l ikely to remain of economic 
importance in the near  future. T heir  development will  act as  an ins tigator  for  economic 
growth in emerging indus tr ies , s uch as  ocean technology. We expect that other  
indus tr ies , such as  aquaculture and tour is m, wil l grow in economic importance as  well 
and provide employment in Newfoundland’s  rural areas , cur rently character ised by both 
high unemployment and out-migration. T herefore, we concluded that thes e emerging 
indus tr ies  might be the bas ic indus tr ies  of the near  future. As  a result of these expected 
developments , we als o believe that Newfoundland’s  economy will become more 
divers ified in the next two decades . T his  increase in flex ibility through divers ification will  
help Newfoundland’s  economy to adapt to increas ing global competition.  
Regarding the future developments  in Newfoundland’s  level of dispar ity and dependence 
we concluded that two types  of dispar ity will decline in the near  future include:  annual 
growth in real GDP per  capita and the level of divers ification. On the other  hand, we 
believe that two other  types  of dispar ity will  increase in the near  future and include:  
population growth and the dis par ity between rural and urban areas  in terms  of 
employment and divers ification. We believe that one type of dis par ity wil l remain on the 
same level:  the dispar ity between Newfoundland’s  and Canada’s  overall unemployment 
rate. Regarding dependency, we believe that Newfoundland’s  dependency on the federal 
government in terms  of equalization payments  and its  political influence on federal 
decis ion-making will  remain the same in the near  future. 
Based on thes e findings  we extended Newfoundland’s  economic cycle to 2020. 
Newfoundland’s  economic cycle is  l ikely to continue its  recovery phase after  2001. 
Economic activity r ises  from 2001-2009, after  which a s tabilisation occurs  until 2012. 
After  2009, Newfoundland’s  economic activity wil l gradually progres s  into the prosper ity 
phase. 


