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Dramatic events, throughout the world in recent years, have led the Govem
ment of Canada to rethink its military strategy and to consider closing down 
sorne military baSes and' realigning others. World events, however, are not the 
only forces at play. Canada's difficult fiscal situation is also pushing the 
Canadian govemment to downsize and restructure its forces and to reduce 
defence spending. There is strong pressure on the federal govemment to repair 
its balance sheet by cutting spending, with many observers suggesting that 
there is limited room left to increase or add new taxes. 

The cost to taxpayers of rnaintaining military bases is high at $4.5 billion 
in 1992-93 as reported by the Department of National Defense (DND) officials 
in November, 1993. Yet, closing a base is not an easy matter, even if it makes 
sense from a strictly military perspective. Communities housing a military base 
invariably fight any attempt to close "their" base. Indeed, a "Save Our Base" 
committee is sure to spring up at the first hint that such a proposal is in the 
wind. The community, however, is not likely to point to military requirements 
to make the case to keep its base open. Rather, it will predict invariably eCOll
omic disaster for itself if the base closes. Il will also argue for its fair share of 
military spending and draw notice to other communities, provinces and regions 
already receiving more than their share. 

The point is that the needs of the military are by no Ilfeans the only reason 
why bases are kept open. The purpose of this paper is to examine this issue. 
We now have sorne experience with base closures. CFB Summerside, in 
Prince Edward Island, was closed in 1989 and this case can be used to answer 
a number of questions: What would have been the cost to the govemment of 
keeping CFB Summerside open as opposed to the cost of assisting the com
munity to adjust? What was the socio-economic impact on Summerside of the 
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decision to close the base? Is the federal goverrunent weil equipped iiI terrns of 
both process and data gathering capacity to deal with the forces pushing for 
more base closures? Are there lessons on the issue that Canada could borrow 
from abroad? CFB Summerside -makes an interesting case study because the 
base was located in a slow growth region and because the closure received 
widespread media attention. 

Closing the Base 

The Minister of Finance announced the closure or the reduction in the size of 
several military bases and installations in his budget speech on 27 April 1989 
(Departrnent of Finance 1989: 6). The announcement was unexpected. The 
requirements of budget secrecy are such that the provincial governments 
involved, the communities affected, and even the bases themselves were not 
consulted or informed before the announcement was made public. The corn
rnunities and their provincial governments, however, reacted swiftly and 'in 
most instances with "shock" and "anger" on hearing the news. l 

As for Summerside, the case was put forward that the base closure would 
cripple the community's economic future. Indeed, DND's own figures for 
1988-89 spoke to the pervasive presence of the military base on the economies 
of both Summerside and the province. These figures were produced at the 
Surnmerside base shortly after its closure was announced, although it later 
became clear that they had been inflated to overstate the importance of the base 
to the local economy. 

As Table 1 indicates, full-time and part-time employment on the base 
represented 2.2 percent of the total work force in Prince Edward Island. 

Residents of Summerside and Prince Edward Island report that, although 
they were weil aware that the base was always vulnerable to sudden cuts in the 
DND budget, they had always received mixed signals from Ottawa (as report
ed by cornmunity leaders, November-December, 1993). They insist that they 
were continually assured by base officials and the federal governrnent that the 
base's future was solid. In fact, the base was in the middle of a capital expan
sion program (albeit modest) when the cl0 sure was announced. 

The response from the community and the province was swift and to the 
point -- the base must be kept open. Indeed, a few days after the announce
ment was made, a special committee was struck locally to apply pressure on 
Ottawa to reverse the decision, another committee was created a few weeks 
later to coordinate federal government initiatives, a special task group was es

1.	 See, among many 'others, Geoffrey York, "Rebirth," The Globe and Mail (Toronto), 28 
March 1992, p. 02. 
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TABLE 1 CFB Summerside and the Community 

Employees 

Number of military employees, including Reserves 942 
employed at CFB 

Number of DND civilians (established 269) allocated 249 
Number of full·rime employees (non DND) 20 
Number of part·rime employees (non DND) 65 
Temporary Assistance Programs (average) 34 

Total 1,310 
Plant Replacement Value as of June 1988 $ 220,750,000 
Gross Annual Payroll $ 40,786,000 
Base Expenditures - Local $ 6,260,000 

Source: Background information that CFB Sununerside made available to the provincial 
government in June 1989. 

tablished by the premier to review the "proposed" base closure and the premier 
quickly wrote the prime minister to protest the closure and to request recon
sideration. At one point Premier Ghiz threatened "to sue" Ottawa over the 
closure of CFB Summerside. 2 A few months after the task group was estab
lished, the premier met with Prime Minister Mulroney to report on its fmd
ings. The findings were again to the point -- CFB Summerside should be kept 
open because the base only "accounts for approximately one half of one per
cent of total National Defence expenditures" and Prince Edward Island is 
entitled 10 its share of defence spending (see, Task Group 1989). The military 
perspective, or the need to keep the base open from a strictly military point of 
view, was completely ignored. Much of the group's report stressed the nega
tive socio-economic impact on the community and the Island that the base 
closure wouId entai!. It argued that "closure would remove 33 percent of 
income from the Summerside area - $1 in $3." It stated that the "closure of 
CFB Summerside would devastate the economy of Summerside and surround
ing communities." Specifically, it reported that: 

1.	 4 to 5 percent of total provincial population would be affected; 
2.	 33 percent of the population of the Summerside area would be 

affected; 
3.	 5 percent of total provincial income would be affected; 
4.	 33 percent of the incorne of the Summerside area would disappear 

(from Task Group 1989). 

2.	 See, for example, "GST Centre to be Built in Sununerside," Globe and Mail (Toronto), 4 
May 1990, p. A9. 
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The findings of the group and the spontaneous public demonstrations 
against the "proposed" closure led both levels of govemment to launch a num
ber of initiatives. The provincial govemment even looked to the constitution to 
see if it contained provisions forcing the federal government to locate military 
related activities in ail provinces. To make matters worse, no federal cabinet 
minister went to Summerside to explain the reasons for closing the base. By 
late July -- sorne three months after the announced closure -- three govemment 
MPs finally made the trip to review the situation. One of these added fuel to 
the flames when he reported that "the real estate market has collapsed, priees 
are down 40 percent. Investment has dried up. The largest contractor in town 
has laid off his last employee. "3 In response, a new federal-provincial commit
tee was established. The prime minister and the premier then agreed to a three
pronged approach -- the base itselfwould be used for purposes other than mili
tary ones, the food processing sector would be expanded in the area and public 
sector employment would be created or transferred to Summerside. 4 

Finding Alternatives 

A few weeks after announcing the base closure, and determined not to back 
down, the federal govemment put in place a process to find new economic 
activities for Summerside. A cabinet committee chaired by the Minister of 
Employment and Immigration was established to coordinate federal efforts, the 
Atlantic Canada Opportunities Agency (ACOA) was asked to take the lead and 
a series of federal or federal-provincial committees were set up to identify new 
private sector initiatives and altemate public sector activities and to dispose the 
physical assets of the base. Numerous consultant reports were commissioned, 
covering a host of issues, including "community profiles," planning the "phase
out and alternatives" and defining an "adjustment strategy" (Cameron 1991). 
Officials report that it was not possible to provide a precise breakdown of the 
cost of these consultant 'reports, in part because several agencies were 
involved, but also because sorne of the reports went beyond the Summerside 
case. However, one official estimated the total cost to be about $400,000. 

Federal officials involved in the process report that they were "left scram
bling" for solutions in the summer of 1989 as they faced "strong political 
pressure" to come up with something.5 ACOA was told to leave no stone 
untumed and to pursue both private and public sector solutions. A former 

3.	 See, "PEI May Sue Over Closing of Summerside Base", The Globe and Mail (Toronto), 1 
August 1989, p. AI. 

4.	 Consultations with officiaIs with the Atlantic Canada Opportunities Agency (ACOA), various 
dates, OClOber 1993. 

5.	 Consultations with federal govemment officiais, November 1993. 
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Prince Edward Island resident, Donald McDougall, went to the Minister of 
Employment and Immigration with a proposal to "privatize" base facilities. 
Within months of receiving the proposal, the federal govemment turned over 
the base and its assets in trust and $15 million ($10 million federal and $5 
million provincial) to develop the facilities to ML McDougall's firm which 
provided interim management. The assets and the fund were subsequently 
tumed over to a new entity, Slemon Park Development Corporation, which 
made a commitment to create 500 new jobs within ten years. 6 

There was no agreement on the value of the assets tumed over to Slemon 
Park Development. Public Works Canada considered the base to be more of a 
liab il ity than an asset and the provincial Finance department estimated the asset 
value for provincial tax purposes at $45 million.? Others, notably CFB Sum
merside and the provincial govemment, estimated the "replacement" value at 
ovec $200 million. 

Slemon Park, ACOA and provincial govemment officials met with a num
ber of private firms from Canada as weil as abroad in an attempt to attract 
them to Summerside. Two finns were willing to do so. When Atlantic Tur
bines Inc. agreed to install engine repair facilities in the park, ACOA gave it 
$4 million and the PEI Development Agency gave it another $1.75 million. 
Slemon Park committed itself to giving Atlantic Turbines 40 percent ownership 
of the facilities if it created 310 jobs over the following four years. As weil, 
Bendix-Avelex, a subsidiary of Allied Signal Ine. of New Jersey, received a 
$1. 55 million ACOA grant to establish an avionic and repair facility. ACOA 
also agreed to provide $7 million to develop the Summerside Aerospace centre, 
using the base facilities. The provincial govemment contributed another $3 
million to this project and gave $562,000 to a Nova Scotia firm to purchase 
and operate a window-making plant that was planning to shut down. In addi
tion, ACOA provided $12 million in assistance to McCain Foods and $17.5 
millions to Cavendish Farms to establish food processing facilities in the 
area. 8 In both cases, govemment assistance was provided for the construction 
of water treatment plants. McCain pledged to create 140 jobs and Cavendish 
160 jobs, with the McCain plant located about 20 kilometres from Summerside 
and Cavendish 10 kilometres. In 1992, the provincial gqvemment announced 
that it was moving the Institute of Justice (Holland College's Atlantic Police 
Academy) from Charlottetown to Slemon Park, together with its "12 jobs, a $2 
million budget and $6 million in economic spinoffS".9 

6.	 Consultations with officiaIs from the ACOA, Prince Edward Island office, November 1993. 
7.	 See, among others, "Summerside countdown begins," Globe and Mail (Toronto), 30 March 

1992, p. A5. 
8.	 Based on \nformation made avaiJable by ACOA. 
9.	 "Justice School Moving 10 Summerside," Globe and Mail (Toronto), 5 February 1992, p. 

A7. 
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At the same time as efforts were under way to attract private firms to 
Summerside, federal, provincial and municipal officials were also pursuing 
public sector solutions. The federal government agreed to designate Summer
side eligible for the Community FutUres Program and up to $800,000 funding 
annually for five years. 

The big prize was the new facility yet to be established to process the new 
Goods and Services Tax (GST). ACOA commissioned a consultant report ta 
study the feasibility of locating the centre in Summerside. An intensive lobby
ing effort followed, involving ACOA, the premier of Prince Edward Island, 
several members of his cabinet and the mayor of Summerside (who made 
twenty trips to Ottawa). The lobbying effort was successful; the decision to 
locate the GST processing centre in Summerside was announced on 3 May 
1990. The centre was expected to create 400 full and part-time jobs; by late 
fall 1993 it had already created about 550 new jobs, 493 local employees had 
been hired and il had an annual payrol1 of $16 million. 

Before and After 

No matter where they occur, shutdowns in military facilities create fear and 
resistance, with job and income losses becoming the central focus. However, 
it is assumed that things wil1 be worse for smaller communities (such as Sum
merside) than for large urban centres since they have less diversified econ
omies and are accordingly more dependent on the economic activities gener
ated by a military base. 

A number of caveats are required when comparing the economic weil 
being of Summerside before, and after, the c10sing of the base. No economic 
model, however sophisticated, could possibly capture completely the economic 
circumstances before the base was c1osed, and those after, and then link the 
transition directly to govemment efforts to mitigate the impact of the c1osure. 
The reasons for this are obvious. The economic health of any one region is 
never dependent on one or even a Iimited number of factors that can be com
pletely isolated. Things like interest rates, the value of the Canadian currency, 
the state of the international and national economies, cuts in federal transfer 
payments, the general he,alth of the regional economy, the strength of key 
sectors -- fisheries and tourism in the case of Summerside -- all come into 
play. 

Thus, in assessing the economic health of Summerside before and after the 
base c1osure, 1 make no c1aim that the successful adjustment is entirely due to 
govemment efforts. However, a fairly accurate picture of the situation is poss
ible by using data provided by Statistics Canada from the 1991 Census, 
although it could be argued that the full impact of the base c10sure was stiII not 
completely c1ear by 1991, nor for that matter was the impact of the new em
ployment initiatives. With that caveat in mind, we examined census data for 
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two different dates -- 1986 and 1991. We compared the total population, par
ticipation rates, unemployment rates, employment breakdown by sector, aver
age incomes and the extent to which income was derived from employment as 
opposed to govemment transfers for the two years. We also carried out inter
views with community leaders and individuals directly involved in promoting 
the economy of Summerside. We did this because there are important forces 
shaping the development of a community which cannot be captured by statistics 
or economic data alone. The most obvious of these is a community's spirit. In 
economic development, success tends to breed success and failure tends to 
breed failure. There was, for exarnple, certainly cause for concern when the 
day after the base c10sure was announced, we heard that the action would 
"devastate" the local economy or turn Summerside into a ghost town. There 
are other indicators, including the health of the local real estate market, which 
we wanted to capture. 

The best that can be said about Summerside's economic environment 
before the announcement of the base c10sure was that it was "stable." ln fact, 
Summerside, like Prince Edward Island itself, has had a stagnant economy for 
sorne time. Indeed, the Island's population, and that of Summerside, at the 
close of the last century was nearly as high as it is today. Prince Edward 
Island's economy is by far the smallest in Canada, accounting for less than 0.3 
percent of Canada's GDP (Prince Edward Island itself comprises only 0.5 
percent of Canada's population). Unemployment rates -- second only to 
Newfoundland -- have consistently been among the highest in Canada. The 
Island's unemployment rate has never fallen betow 13 percent in the last five 
years and stood at 19 percent at the end of 1993.10 And, like the other prov
inces, Prince Edward Island has seen a dramatic loss of its rural population. 
Over the past half century, the percentage of the Island's population living on~ 

farms has declined from 63 to 8 percent. While several of the other provinces 
have been able to accommodate the shift in popuIiltion from rural to urban, 
Prince Edward Island has no large metropolitan centres and no large manufac
turing sector to absorb the shift. The Island's two cilies, Charlottetown and 
Summerside, are both small and their economies are not sufficiently diversified 
to generate new economic opportunities to accommodate a mobile workforce. 
Accordingly, Islanders have, over the years, migrated to other provinces which 
explains why Prince Edward Island's population has hardly increased during 
the last one hundred years (Department of Industry 1992). 

The above also explains, at least in part, the strong reaction from Sum
merside ta the announcement that the base would close. The Island's economy 
and its urban structure were already weak and scarcely in a position to absorb 

10.	 See "Jobless Rate Declines to Il %," The Globe and Mail (Toronto), 4 December 1993, p. 
B5. 
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TABLE 2 Summerside's Economie Circwnstances 

1986 1991 

Population 8,020 7,474 

Total labour force 3,895 3,590 

Participation rate 62.9% 62.6% 

Unemployment rate 15.7% 14.9% 

Occupied private dwellings 2,790 2,830 

Average income for males 15+ $17,626 $33,309 

Average income for females 15+ $10,617 $11,927 

Total income composition 
employment 70.2% 67.6% 
government transfer payment 19.2% 21.9% 

- other 10.6% 10.5% 

Total assessed market value in 1980 
commercial real estate $ 49084727 

- non-commercial or residential real estate $ 151835500 
- total market value $ 200 920 227 

Total assessed market value in 1993 
- commercial real estate $ 57283076 

non-commercial or residential real estate $ 174 152500 
- total market value $ 231435576 

Note: The dollar figures are in constant 1986 dollars. 

surplus labour. As shown in Table 2, CFB Summerside provided not orny st
able jobs but also a stable economic environment for Summerside and its sur
rounding areas. 

What were Summerside's economic circumstances like in the late 1980s? 
In 1986, Summerside had a total population of 8,020. The total labour force 
was 3,895, the participation rate stood at 62.9 percent and the unernployment 
rate was 15.7 percent. Employment included 210 people employed in primary 
industries, 380 in manufacturing, 215 in construction, 305 in transportation, 
545 in trade industries, 110 in finance, 700 in governrnent service and 1,360' 
in other service industries. There were 2,790 occupied private dwellings. 
Average income for males aged 15 and over amounted to $17,626, while for 
females aged 15 years and over arnounted to $10,617. The total incorne com
position for the area saw 70.2 percent coming from employment, 19.2 percent 
from government transfer payments and 10.6 percent from "other" sources 
(Statistics Canada 1986). The total assessed market value in 1980 of commer

cial real estate was $49,084,727 and of non-commercial or residential real 
estate was $151,835,500 for a total market value of $200,920,227. 11 

In 1991, Summerside had a population of 7,474. The total labour force 
was 3,590, the participation rate was 62.6 percent and the unemployment rate 
was 14.9 percent. The structure of employment saw 120 people employed in 
primary industries, 420 in manufacturing, 225 in construction, 300 in transpor
tation, 600 in trade industries, 155 in finance, 535 in governrnent service and 
1,145 in other service industries. There were 2,830 occupied private dwellings. 
Average income for males aged 15 and over was $33,309, while for females 
aged 15 years and over, it was $11,927. The total income composition for the 
area saw 67.6 percent coming from employment, 21.9 percent from govem
ment transfer payments and 10.5 percent from other sources (Statistics Canada 
1991). The total assessed market value in 1993 in commercial real estate was 
$57,283,076 and non-commercial or residential real estate was $174,152,500 
for a total market value of $231,435,576. 

The above suggests that Summerside never went through the kind of pain
fui economic adjustment that people had envisaged the day after the announce
ment that the base would close down. There was a drop in employment in gov
ernrnent service from 1986 to 1991, in total population and in the total labour 
force and more of the area's income carne from governrnent transfer payments 
than was the case in 1986. However, employment in manuf;,lcturing, in trade 
industries and finance went up, as has average incomes for both males and 
females. The unemployment rate has also gone down. The real estate market 
(both commercial and residential) has hardly gone through a painful downward 
adjustment. At the sarne time, it is important 10 bear in mind that economic 
circumstances nationally in 1991 were more difficult than in 1986 and the 
impact of a number of important new developments in Summerside (particular
Iy the GST centre) had yet to he fully felt by 1991. 

The numbers orny tell part of the story. It is clear that the initial predic
tions of disaster were unrealistic. An important lesson leamed is that, in the 
future, community leaders should rnake their predictions not necessarily on the 
assumption that no recovery prograrn will be initiated, but on the assumption 
that it will. Another important lesson is that redevelopment does not just hap
pen, it must result from a deliberate effort to organize the affected community. 

Three years after the 1989 budget speech announcing the closure of CFB 
Summerside, the mayor of Summerside declared that the community will "have 
a stronger economy in the long run, despite the loss [of the base] or perhaps 
because of it, we'll end up with more jobs. Our economy will becorne more 
diversified and more stable. The future looks bright" .12 A senior govemment 
official in Prince Edward Island explained that the base closure is viewed by 

II. Information made available by the provincial Department of Finance, January 1994. 
12. "No Last Post for Summerside", The Globe and Mail (Toronto), 28 March 1992, p. A6. 

/ 
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many as a "blessing in disguise" .13 He explained: "the possibility of the base 
closing always hung over the community's head. The rumour of its closure 
came around on schedule every three years or so. Now the community can get 
on with what it has to do - and it lias". The head of a local real estate finu 
reported that Summerside "is one of the few areas of Prince Edward Island 
with a zero vacancy rate. Summerside should be booming for the next three to 
four years" .14 

The Prince Edward Island office of the Canada Mortgage and Housing 
Corporation confinued the strength of the local real estate market. The corpor
ation reported that the vacancy rate in the rental market has consistently come 
down and by late 1993 stood only slightly above that of other Maritime centres 
such as Charlottetown. In addition, the resale market for houses is stronger in 
Summerside than in other Maritime centres and resale prices in Summerside 
were going up "faster" and are "finuer" than elsewhere in the region. 

It is important to note that redevelopment is not the only reason why the 
impact of the base closure on employment has been much more limited than 
originally anticipated. Military personnel were transfeITed rather than 
unleashed into the local labour market, as were many civilian personnel as 
weIl. Sorne jobs were freed up when military and civilian personnel and their 
spouses moved out of the community. Similarly, local community leaders now 
report that military personnel, a number of them housed on the base, had 
limited impact on the local economy, especially in retail sales. This confinus 
the view that the loss of military personnel is less serious on a community than 
is that of a private company (for other experiences, see Bacon 1989 and Dur
coff et al. 1970). Sorne observers have long argued that military bases are, by 
and large, a poor fonu of economic development because they import supplies 
without producing anything of value locally to replace the imports and also 
because they do not encourage entrepreneurship. 

In any event, the closure of the military base started a series of events in 
Summerside which were highly positive. Although one should be careful not 
ta overgeneralize on the basis of just one case study, sorne of these positive 
events included: 

community leadership became organized and began to focus on
 
future development opportunities;
 
full use of the base's assets was tumed to the community's econ

omic advantage at no cost ta Summerside;
 
govemments at all levels made it a priority to assist the commun

ity;
 
the economy is becoming diversified.
 

13.	 Consultation with an official with ACOA-PEI, December 1993. 
14.	 "No Last Post for Surnrnerside", The Globe and Mail (Toronto), 28 March 1992. p. A6. 
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The Cost 

What were the savings to the federal Treasury in closing down CFB Summer
side? What were the costs to the federal Treasury in putting in place measures 
to assist the community in making the transition? 

While these two questions are straightforward, their answers are not. 
DND, through its Infrastructure Adjustment Program (lAP) , is developing a 
capacity to provide cost savings and cost avoidance for its activities as it seeks 
to rationalize its military bases. The department is less certain about the extent 
of cost savings and cost avoidance it was able to realize in the past when it 
closed down sorne of its bases. Subsequent audits of the closure of CFB Sum
merside reveal a number of "areas of concems" and costs that were not 
accounted for in the projected savings. 15 There is plenty of evidence that 
DND underestimated the net one-time costs of closing Summerside and over
stated the long tenu savings. This is true for a number of reasons and they are 
outlined below. It is important to stress, however, that the largest area of 
savings when closing a base is the reduction in personnel. In the case of Sum
merside, for example, about 80 percent of the budget went to salaries for 
military and personnel savings. To calculate the long tenu savings properly 
would require DND to compare various configurations of the CUITent bases to 
track the cost of salaries and wages. There is no evidence to suggest that DND 
has ever made such calculations. 

Still, a number of things are clear. During 1988, 929 military and 264 
civilian personnel were assigned to or supported by the base in Summerside. 
Total annual personnel costs for fiscal year 1988-89 were approximately $40 
million. In 1988-89, the total cost to operate and maintain the facilities and 
equipment at the base was about $50 million. 16 With the closure, military 
personnel were relocated to other bases and civilian employees were offered 
priority redeployment to other positions in DND or elsewhere in the public 
service, retraining and other benefits. The total personnel relatedclosure costs 
were estimated to be about $8 million. 

All in all, it was thought that the closure would result in a substantial 
reduction in personnel -- 607 military and 175 civilian. Total personnel cost 
savings were estimated to be $447 million over fifteen years (1989-90 to 2003
04). Meanwhile, the total fifteen-year operations and maintenance savings were 
estimated to be $419 million. The total savings were projected to be $866 
million (in 1989-90 dollars) over fifteen years. 

15.	 Based on information provided by officiais with the Department of National Defence (DND). 
October-November 1993. 

16.	 These figures, and those that follow, are based on background information provided by DND 
on the c10sure of CFB Summerside. Ortawa, undated, but the information was made available 
in May 1989. 
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However, a subsequent audit reports that the net savings attributable to the 
closure of CFB Summerside are estimated to be $979 million (Budget Year 
dollars - BY$) during the 15 year period to fiscal year 2003/2004.17 The 
audit, however, also identified a mfmber of costs and savings which had not 
initially been accounted for in the overall savings projection. Sorne of these 
costs, for example, included a settlement paid to contractors as a result of the 
termination of the construction in progress at the time of the closure, additional 
costs for Homeowners' Assistance Program and environmental clean-up costs. 
It also reports that the extent of the "realization" of projected person year 
savings has not been assessed. 

Assuming the lowest cost savings/cost avoidance figure reported in a post 
closure audit -- $979 million ($BY) -- how does it compare to the cost associ
ated with the new adjustment measures? The federal governrnent transferred 
the land constituting CFB Summerside along with 85 buildings and 255 
married quarters to Slemon Park Corporation for $1. It is possible to place a 
replacement value on these facilities, but it is somewhat meaningless. What is 
more telling is the market value. Here one hears different stories with federal 
and provincial, regional or economic development agencies arguing that the 
facilities were more liabilities than assets. ACOA did not attach a market value 
to the facilities DND was leaving behind. One ACOA official explains why: 
"We were under tremendous pressure to do something for the community. At 
the same time, we didn't have people lining up to buy a military base. Frank
ly, tinkering with market value for this and that would have been a waste of 
time simply because there was no market at all for what was left behind. "18 

It is important to note that there is a great deal of difference between total 
government spending in Summerside and the cost to governrnent of facilitating 
the transition for the community away from the military base as its main econ
omic activity (see Tables 3 and 4). For example, the cost of building the GST 
centre in Summerside was $40 million. Such a facility was needed whether in 
Summerside or elsewhere and it may weil have been more expensive to build 
it in, say, Ottawa where the cost of land is considerably higher than in Sum
merside. In addition, a number of measures sponsored by the federal govern
ment for the community were funded from ongoing programs so that Summer
side could have been eligible for funding whether the base remained open or 
not. 

Accordingly, we decided to present two tables for Summerside, one re
porting on govemment spending in the community and the other on the cost to 
the federal govemment (as best as we can determine, given the above caveats) 
in responding to the public outcry to do something for the community in light 
of the base closure. 

17. Based on information provided by officiais with DND, October-November, 1993, p. 34. 
18. Consultation with an ACOA official, December 1993. 

TABLE 3 Total Government Spending in Summerside (dollars) 

Cost of various consultant reports (estimate) 400,000 

Contributions from the federal govemment to assist in 10.0 million 
establishing SIemon Park 

Provincial govemment contribution 5.0 million 

Assistance to Nova Scotia window-making manufacture 562,000 

Assistance to McCain Foods Water treatment facility 12.0 million 

Assistance to Cavendish (water treatment facility) 17.5 million 

Assistance for the development of the aerospace centre 
(Atlantic Turbines and Bendix-Avelex) 

- federal 7.0 million 
- provincial 3.0 million 

Assistance from employment and Immigration Canada 7.3 million 
(EIC) towards Siemon Park 

Assistance from EIC for the Community Futures Program 800,000 

Removal expenses associated with the GST centre 1.7 million 

Construction of the GST centre 40.0 million 

stan up costs including fumishing and staff training 20.0 million 

TOTAL 125.26 million 

Source: Based on information provided by officiaIs with the Depanment of National 
Defense, the Atlantic Canada Opportunities Agency and the Govemment of Prince 
Edward Island between 5 September and 18 December 1993. 

We !mow that the Treasury Board allocated $40 million for the construc
tion (and equipment) of the GST Centre in Summerside, while Revenue 
Canada contributed another $20 million for "start up" expenses for such things 
as travel, staff training, and furnishings. Building or renting a similar facility 
in Ottawa or elsewhere and start up expenses would also have represented a 
cost to the federal treasury. Indeed, the case has been made that when govem
ment units are decentralized or moved eut of Ottawa, they become more effi
cient and more productive. Staff turnover, particularly in slow-growth regions, 
is much lower, which serves ta cut down training costs and improve productiv
ity (Savoie 1986). The one cost that is directly attributable to locating the GST 
centre in Summerside rather than Ottawa is the $1. 7 million allocated to move 
47 employees and their farnilies from Ottawa to Summerside and travel 
expenses for sorne senior departmental officials to visit the Summerside facil
ity. But even if half of the $60 million (the cost of the GST centre) were added 
to the total cost to governrnents to put in place mitigating measures, it is clear 
that the net cost to the Treasury is substantially lower than if CFB Summerside 
had remained open over another 15-year DND planning cycle. 

All in all, the cost to the federal Treasury of bringing new employment to 
Summerside amounted to a one-time cost of $62.8 million. The savings to the 
federal Treasury of closing down the base calculated over fifteen years -- as
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TABLE 4 Cost to the Federal Government to Assist Summerside in Making the Transition 
(doUars) 

Estirnated cost of various consultant reporu 400,000 

Contributions from the federal government to assist in 10.0 million 
establishing Slemon Park 

Assistance to Nova Scotia window-making manufacture 562,000 

Assistance to McCain Foods (water treatment facility) 12.0 million 

Assistance ta Cavendish (water treatment facility) 17.5 million 

Assistance for the development of the Aerospace Centre 
- federal 7.0 million 

Assistance from Employment and Immigration Canada 7.3 million 
(EIC) towards Siemon Park 

Assistance from EIC for the Community Futures Program 800,000 

Removal expenses associated with the GST centre 1.7 million 

TOTAL 57.25 million 

Source: Based on information provided by officiais with the Department of National 
Defense, the Atlantic Canada Opportunities Agency and the Government of Prince 
Edward Island between 5 September and 18 December 1993. 

suming the lowest cost savings/cost avoidanee figure reported in a post closure 
audit -- is $736 million (1988-89) or $979 million ($BY). Even if this figure 
were still overstated (because it is difficult to calculate savings in salaries and 
wages, given the transfer of sorne positions and people to other bases) it is 
clear that the federal Treasury has come out ahead. 

In addition, federal dollars have been able to attenuate the economic sting 
to the community resulting from the base closure - and then sorne. Table 5 
reports on employment at Summerside before and after the base closure. 

The Process 

There are very few people anywhere who are happy with the process currently 
in place to close down military bases in Canada. Certainly, the "bombshell" 
approach used to announee the closure of CFB Summerside has been widely 
condernned by everyone outside of Ottawa and by most people in Ottawa. 

To be sure, the budget speech route, given its requirements for secrecy, 
has the advantage of catching communities off-guard, rendering them unable 
to mount a lobby to prevent the announeement. But it cornes at a high priee. 
In the case of Summerside, only a handful of people (sorne ministers and sorne 
permanent officials in the Department of Finance) were aware of the decision 
before it Was made public. DND officials themselves readily admit that they 
were neither consulted nor informed of the decision before it hit the news. As 
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TABLE 5 Comparing Employment Levels 

Employment at CFB Summerside 1989 
Civilian 264 
Military 929 

Total 1,193 
New Employment Generated by Federal Government 
Measures 1989-1993 

New jobs created at Slemon Park	 300 
GST centre 550 
McCain plans 140 
Cavendish 160 

Total 1,150 

Source: Based on information provided by officiais with the Department of National 
Defence, the Atlantic Canada Opportunities Agency and the Government of Prince 
Edward Island between 5 September and 18 December 1993. 

a result, interested parties were completely unprepared. Again, at least in the 
case of Summerside, federal officials made it clear that "there was a lack of 
communication between federal decision makers in Ottawa and the local com
munity in the early stages of the announcement. A good communications plan 
would have made it easier to convey the reality of closure to the community" 
(ACOA 1992). A provincial govemment official reports that he was "surprised 
to find that there was really no process in plaee to deal with the situation the 
day after the announcement. "19 A communications plan and a development 
strategy would have attenuated the fear that residents of Summerside felt for 
their economic future. Had these been in place, the public outcry would not 
have been as intense and federal officials would not have been, in their own 
words, "left scrambling" (see, among others, Rowley and Stenberg 1993). 
Decisions taken in secret will invariably raise suspicions that the measures 
being announced can only be harmp.!l to the community. Given the circurnstan
ces, it was difficult for residents of Summerside to aceept that the decision was 
apolitical. When it cornes to base closure, a decision that is not seen as apoliti
cal "will generate embitterment and opposition that leads to negative economic 
expectations for the community . These negative expectations, in tum, slow the 
adjustment proeess of a host community to closure" (see, Burke 1985). 

It is important to note that before the base closures announced in the 
budget speech in April 1989, the standard procedure was for DND to alert 
provincial authorities, affected municipalities and local members of Parliament 
that it was planning to close a military base in their regions. Although it was 
clear that this procedure had its inherent problems -- political pressure was 

19.	 "Ottawa Preparing for 2 Military Base Closings," Globe and Mail (Toronto), 20 February 
1990, p. A4. 
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automatically applied to rescind the planned decision -- the new approach, 
cloaking the decision in budget speech secrecy (as tried in 1989 and 1994) met 
with universal disapproval. The Minister's Advisory Group on Defence Infra
structure opened its discussions by stating flatly that "the 1989 base-closings 
[has proven] ta be an unsatisfactory and costly exercise". 20 

It is one thing to agree that an approach has failed, but it is quite another 
ta come up with a new approach that will meet the test of interested groups. 
The Minister's Advisory Group sought to do this. It quickly discovered that, 
though everyone agrees that Canada has too many military bases, there is "no 
consensus on how to decide which should be closed". Sorne provinces argued 
that no military base should be closed during an economic recession, while 
other groups argued that the state of regional economies should be the main 
factor. 

The Minister's Advisory Group proposed the establishment of an indepen
dent body to assess departmental recommendations, to hoId public hearings and 
ta make its own recommendations. It also argued that the federal government, 
perhaps through the then Department of Employment and Immigration, had a 
responsibility for putting in place measures to "mitigate the effect of base 
closings". The group also laid down a process involving several actors that 
ought to be involved in arriving at a decision. It reported that the process 
should take sixteen months ta run its course from the time DND submitted its 
recommendation to the time the govemment would be in a position to 
announce its decision. The Advisory Group's recommendations, however, 
were never implemented. In fact, the report's reception was less than luke
warm. DND officials felt that the recommended process was much too long to 
generate decisions, while other departments felt that the cali for "mitigating the 
effects" was much too vague to be usefui. 

Partly as a result of the political fallout from the 1989 budget decision, 
DND officials are now putting in pb.ce a process to review infrastructure 
requiremems. The Infrastructure Rationalization Process (lRP) is designed to 
provide senior management a mechanism to assess the impact and cost-effec
tiveness of altemate DND infrastructure facilities (DND 1993). The IRP is 
comprehensive and interactive, inyolving both computer programming and the 
judgement of expert analysts. It has developed an "infrastructure asset/ require
ment matrix" which compares the department's infrastructure holdings to the 
infrastructure requirements of its various units. Based on this matrix, infra
structure rationalization options are produced. The second phase of the process 
is a "military impact assessment" based on criteria developed by command and 
capability component personnel. Any options holding a negative military 
impact are discarded. The third phase puts the options through a detailed cost
ing exercise and those that are considered "affordable" are submitted to the 

20. Minister's Advisory Group on Defence Infrastructure, Repon, Onawa, June 1992, p. 1. 
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fourth phase, a socio-economic impact assessment. This looks primarily to four 
indicators - employmem, income, housing (measured by the estimated off-base 
accommodation demand as a percent of total accommodations available in the 
local area) and schooling (measured by the number of military dependents 
enroled in local schools as a percent of the school population for both primary 
and secondary levels). It is important to stress that in implementing the IRP, 
the DND looks to military considerations above everything else. Indeed, it 
labels financial or socio-economic considerations as "non-decisional compo
nents. " 

There is no doubt that the IRP is comprehensive. Still, it is only under 
development and it is much too early to report on its likely effectiveness, if 
any. Indeed, sorne observers are already suggesting that the process is funda
mentally flawed to begin with since it relies on base commanders -- hardly an 
unbiased source -- to detennine what is needed. The possibility that it might 
result in a number of "wish lists" is high. But even if the IRP tums out to be 
a complete success story, it may wel1 end up with nowhere to go outside of 
DND. True, it provides a discipline, a rigorous process and ensures that sev
eral key factors are considered in reviewing the viability of military bases and 
installations. It can certainly provide DND and military personnel a compre
hensive and defensible process to support their recommendations to scale 
down, close or expand their installations from a strictly "military" perspective. 

However, in the case of base closures, a review of the past twenty years 
reveals that the "military perspective" is not enough. Pressure to keep bases 
operating even when it is obvious to the military that they should be closed or 
amalgamated, cornes from communities, members of Parliament, premiers, 
Cabinet ministers, and even other federal departments. ACOA recently argued 
that non-military criteria should also be explored to decide whether a defence 
installation should be closed. "First and foremost," it insists, "should be the 
magnitude of the impact on local communities and on the provincial economy" 
(ACOA 1992: 15). 

This is not to suggest for a moment that it wouId be appropriate for DND 
to look to factors other than military ones when making recommendations on 
the future of bases. What is suggested, however, is that the IRP is not enough. 
It does nothing to break down the two solitudes -- DND and the military on the 
one hand, focusing on military considerations, and virtually everyone else, on 
the other hand, focusing on everything but mi1itary considerations. The "ev
erything" here includes a regional breakdown of military spending, regional 
development considerations, economic balance in the federation, the survival 
of communities and socio-economic concems. 

The process can never be complete as long as the two solitudes continue 
to operate in isolation of one another. A viable process would need to extend 
beyond DND and it cannot simply be labelled "extemal" as if somehow the 
"extemal" will take care of itself. A viable process would ensure that the left 
hand knows what the right hand is doing, would be seen to be regionally fair 
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(Canadian political reality is such that no one region could be favoured time 
and time again even if it makes sense strictly from a military perspective), 
would offer hope for economic renewal to communities hit by a base closure 
and would be seen to limit or eliniinate partisan political considerations. 

The Summerside case also demonstrates that because the decision to close 
the base was taken in isolation, there was an evident lack of communication 
even between federal departments. There was no planning as to what should 
happen the day after the announcement and it showed. As the local community 
began to realize that there was sorne confusion about the issue inside the feder
al government, it concluded that the decision could be overtumed. Energy and 
time were thus wasted on organizing public demonstrations rather than spent 
initiating a search for solutions. Moreover, the federal government was in no 
position to explain that measures could be introduced to assist the community 
to adjust. Ideally, adjustment measures should be announced at the sarne time 
as the announcement of a base closure is made. The Americans, who have a 
great deal of experience in this respect, suggest that funds and measures need 
to be identified even before the announcement is prepared. 

The United States has been quite successful in managing its base closures. 
Indeed, since 1961 over 100 military bases have been converted to civilian use 
(Rowley and Stenberg, 1993). It has established a Defence Base Closure and 
Realignment Commission and directed it to ensure a timely, independent and 
fair process for closing and realigning military installations (see, Ryan 1991). 
Seven criteria are employed to assess the viability of military bases. Four 
concem military considerations and have preference - CUITent and further 
missions, availability and condition, contingency and mobilization needs, cost 
and manpower implications. The other four include retum on investment, local 
economic impact, impact on community infrastructure and environmental 
impact (Ryan 1991). In brief, the American process works as follows: 

• the Secretary of Defence is required to develop a force structure 
plan as a baseline for realignment actions; 

• the Department of Defence (DOD) is required to produce, for 
public review, the criteria to be used in selecting bases for closure 
or realignment. Regional economic and environmental impacts are 
mandatorily included; 

• DOD provides ·specific and consistent guidanèe to the military 
services on criteria, measurement standards, costing data, military 
value assessments, etc, to be used. It has developed a computer 
model, COBRA, to be used in computing the costs and savings 
associated with each individual action within each set of related 
closure/realignment portfolios; 

• the General Accounting Office (Auditor General equivalent) is 
appointed to monitor the methodology and analytical tools used by 
the Military Departments and reports to the commission; 
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•	 an Office of Economic Adjustment, as part of the post-decision 
action, helps to develop "compensatory" action packages for com
munities adversely affected by reductions; 

•	 a presidentially-approved, non-partisan Base Closure and Realign
ment Commission is appointed and given the mandate to recom
mend the appropriate infrastructure posture based on the recom
mendations of the DOD Base Closure and Realignment Report and 
in the context of the approved force structure. Its deliberations are 
public with discussions with communities within a set time-frame; 

•	 the consolidated closure realignment recommendation is presented 
by the commission for approval as a total parcel. This is done in 
recognition of the strong interdependencies, between each element 
of the closure package. Congress is required to either accept or 
reject the complete submission. 

There are important lessons to be learned from the United States. In defin
ing a new approach, the govemment of Canada should look for a process that 
combines both a military perspective and a socio-economic one. The latter 
must be able to draw on the expertise and prograrns of several federal depart
ments. The federal govemment should also create a "think tank" capacity to 
identify mitigating measures and development opportunities for affected com
munities in the event of base closures. 
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