
An Evaluation of Ontario's Industrial Policy Efforts: 
198511995 

by 

DOUGLAS JAMES HALL, M.A. 

A thesis submitted to the Department of Politicai Studies 

in confomity with the requirements 

for the degree of Doctor of Philosophy 

Queen's University 

Kingston, On tario, Canada 

January, 1998 

copyright O Douglas James Hall, 1998 



National Library Bibliothèque nationale 
du Canada 

Acquisitions and Acquisitions et 
Bibliographie Services services bibliographiques 

395 Wellington Street 395. nie Wellington 
ûüawaON K1AON4 OttawaON KlAON4 
Canada CaMda 

The author has granted a non- 
exclusive licence dowing the 
National Library of Canada to 
reproduce, loan, distribute or sell 
copies of this thesis in microforni, 
paper or electronic formats. 

The author retains ownership of the 
copyright in this thesis. Neither the 
thesis nor substantial extracts fiom it 
may be printed or othewise 
reproduced without the author's 
permission. 

L'auteur a accordé une licence non 
exclusive pemettant à la 
Bibliothèque nationale du Canada de 
reproduire, prêter, distribuer ou 
vendre des copies de cette thèse sous 
la forme de microfiche/film, de 
reproduction sur papier ou sur format 
électronique. 

L'auteur conserve la propriété du 
droit d'auteur qui protège cette thèse. 
Ni la thèse ni des extraits substantiels 
de celle-ci ne doivent être imprimés 
ou autrement reproduits sans son 
autorisation. 



Abstract 

Both the Ontario Liberal ( 1985- 1990) and NDP governments ( 1990- 1995) cornmitted thernselves 

to pursuing activist industrial policies. but they did not successfully do so. The industnal policies 

of these govemments were outlined. respectively. in the report of the Premier's Council. Cornpetin,: 

bz the Nat. Global Econow. and An Industrial Polio Framerrvrk for Ontario. This thesis explores 

the reasons underlying the failed attempü of these govemments to pursue 'third order' policy change 

through anticipatory industrial policies within the continentaPglobal economy and a federaI poIitical 

framework. A series of 35 interviews undertaken revealed that bureaucratic and politicai constninu 

were most responsible for the failed implementation of the Liberal agenda. and political. budgeran. 

and bureaucratic constraints were most responsible for faiied implementation of the NDP agenda. 

An integrated framework. or typolog. is developed in Chapter 1 .  that examines industrial 

policies based on the ideologcal underpinnings of policy. the type of policy punued (anticipatory 

or reactive). md their scope and rneans of implementation. Chapter 2 presents the economic. 

political. and histoncal context in which both govemments shaped thrir industrial policies. A 

number of factors came together to make pursuit of anticipatory. intcrvenrionist indusrrial policie\ 

at the provincial IeveI a predictable course of action. 

Chapter 3 outlines the specific industrial policies established by the two govemments. While 

both focused on increasing cornpetitiveness by rnoving to higher value-added production. the S D P  

agenda called for a change in the province's industrial poIicy focus towards problerncentred 

initiatives negotiated in a context of sectoral level consultations with labour. business. and 

community 'partners.' 

Chapter 4 outlines a range of constraints that might reasonably explain the failure of these 

govemrnents to proceed: globalization; international trade agreemenu: the constitution: bureaucratic 

limitations; the budget; and political dimensions. 



Chapters 5 and 6 rnove beyond the hypothetical discussion of which constraints might impede 

efforts to implement industrial policies. to determination of the factors that were actual impedirnents 

to implementation. Interview resufts are presented which highlight the roles played by a Iack of 

political support. and bureaucratic resistance, in constraining implementation efforts. These factors 

overshadowed the other constraints described above. impeding progress towards third order policy 

change. 

Chapter 7 concludes through consideration of whether subnational economic policy-making is 

viable in the context of globalization. The potential role for provincial governments in using hurnan 

resource policies (specifically education and training initiatives) to shape economic developrnent. 

as well as information brokerage, is presented. 
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Preface 

Both the Ontario Liberal ( 1985- 1990) and NDP govemments ( 1990-1 995) comrnitted themselves 

to pursuing activist industrial policies. but they did not successfully do so. This study develops 

alternative explanations for the failure of these two Ontario provincial govemments to implement 

their stated industrial policy objectives. While explanations such as constitutional limitations. 

globalization. and international trade agreements had some relevance. examination of interna1 policy 

documents and interviews with key players suggest that budgetary. bureaucratic. and political 

constraints were more directly responsible for the failed implementation. 

The Liberal industrial policy agenda was outlined in a 1988 report. Cornpeting in the New 

Global Economy released by the Peterson government's 'blur-chip' advisory body. 'The Premier's 

Council." Despite early indications of support for the industrial policy agenda presented in the 

Premier's Council Report (PCR), including Peterson's role as Chair of the Premier's Council. the 

Liberal government did little. Upon release of the PCR. Peterson lauded the process that led to the 

report. while treating the substance of the report ambivalrntly. Rather than rndorsing the contents. 

he stated that "this government regards the Premier's Council repon with utmost seriousness. We 

intend to begin considering its specific recommendations imrnediately."' This position was evrn 

more noteworthy given the fact that the specific recomrnendations were more modest in their 

expectations of activism than was the more general agenda outlined in the PCR. 

The ideoiogical predisposition of the New Democratic Party to support an interventionist rok 

1 For full details, see Ontario, Premier's Council, Competing in the New Gfobal Ecoriomy: Reporr oJDthe 
Premier's Council, Volicme I, (Toronto: Queen's Printer for Ontario, 1988). Note that there were threc 
volumes to this report. The first, released in April. 1988, is typically referred to ris the Premier's 
Council Report (PCR). It will be referred to here either by title (Competirig in the Nercv Global 
Econorny), or by the acronym, PCR. The second volume was subtitled Reporr of the Premier's Courtcil: 
Industn, Studies. Volume II; the third, Report of the Preniier's Corincil: Industrial Policy Studies. 
Volume III .  The Premier's Council as it is referred to here, is sometimes referred to as the Premier's 
CounciI on science and technology to distinguish it from the Premier's Council on Hcalth. 

2 Ontario, Legislative Debates, 1st Session, 34th Parliament, April 1 1,  1988. 2273. 



for the state in the economy suggested a government that would pursue pro-active industrial policies 

simiiar to those favoured by the Premier's Council. The NDP government committed itseif to 

policies consistent with the earlier PCR agenda in its Industrial Poli- Framer-vark (IPF), released 

in Iuly 1992.~ Like the Libenls. however. the NDP government had limited success in implementing 

their industrial policy. This thesis attempts to explain the lack of success. and to some extent. 

inaction. of these two govemments. 

Before explaining failure. however, it is important to explain ambition. There are four reasons. 

in addition to their own policy statements. why the Peterson and Rae govemments could reasonably 

have been expected to move decisively towards activist industriai policies. First. Ontario's historical 

record demonstrates precedents for activism in pursuing economic development objectives. Second. 

there was growing emphasis on regions as a focus For economic development efforts. There arc3 good 

reasons that deveIopment poIicies focused on the region (as opposed to the nation) are increasingly 

appropriate to the 'global political economy.' Third. the confluence of province and region in 

federal systems encourages the deployment of the resources of the provincial state to advance 

cornpetitive advantage at a regional levei. Provincial States pursuing such policies often do so at the 

expense of national economic development objectives or strategies. Finally. not only does the 

federal system facilitate provincial activism. but the substance of federal policies occasionally 

encourages provincial activism. During the period studied here ( 1985- 1995). the federal 

Conservative governrnent of Bnan Mulroney had signalied a decisive shift away from activisr 

industrial policies, favounng instead more market-oriented. liberal. policies typified by the pursuit 

of continental free trade agreements. in 1993. the federal Liberals were elected to government. 

prornising to move beyond free trade as the centrepiece of federal industrial policy . Although th ry  

raised expectations that they would be pursuing a more activist industrial policy agenda. these 

3 Ontario, An Indusrrial Policy Framework for Ontario, (Toronto: Ministry of  Industry, Trade and 
Commerce, 1992). This document is often referred to here as the IPF. 



expectations were largely unfounded. These contextual factors are explored more fuily in Chapter 

3 -. 

The Peterson govemment's industrial policy response to the economic. political. and historid 

context faced during their mandate was expressed through the Premier's Council. The philosophy 

underlying the PCR. including the Council's view of the role of the provincial state in meeting the 

challenges of the 'New Global Economy.' is evident in the stated public policy objectives. The PCR 

objectives provided a clear blueprint for active state involvement in shaping industrial restructuring 

and economic development. It stated that Ontario should: 

Encourage a11 industries to move to competitive higher value-added per rmployee activi tirs 
whic h c m  contribute to greater provincial wealth; 
Focus industrial assistance efforts on businesses and industries in intrrnationally traded 
sectors; 
Ernphasize the growth of major indigenous Ontario companies of world scale in those tri.i.de 
sectors; 
Create an entrepreneurial. risk-taking culture that fosters an aboveaverage numbrr of 
successful start-ups in internationally traded sectors; 
Build a strong science and technology infrastructure which can support the technological 
needs of our industries; 
Improve the education. training. and labour adjustment infrastructure to levels adequatr to 
sustain the province's industnal competitiveness and help workers weather the technological 
change and adjustment necessary to move to higher value-added per employer activitics: 
Follow a consensus approach, like that ernbodied in the Premier's Council. in the creation 
of both economic strategies and specific programs and in the mobilizÿtion of public suppon 
for the new  direction^.^ 

As wrll as introducing innovative concepts to industrial policy making in Ontario tsuch as 

'value-added.' and 'threshold firms'). the Premier's Council also legitimized the involvement of a 

range of inierests, representing business. labour. and academia. in formulating provincial industrial 

poiicy. This approach suggested a movement towards a corporatist mode1 of policy making.' and 

4 Premier's Council. Compering in the New Global Economy, 13- 14. 
5 An appropriate description of corporatism is offered in Arnold 1. Heidcnheimer. Hugh Heclo. and 

CaroIyn Teich Adams, Comparative Piiblic Policy: The Polirics of Social Cfzoice in Europe and 
America. 2* edition. (New York: St. Martin's Press. 1983). 162. Corporatisi modes of decision making 
involve "a system of high-level bargaining and consultation between government officiais and leading 
actors in the private economy. In essence, corporatist policy making is a prosess of continuing 
negotiation arnong a srnall number of highIy organized and ccntralized interest groups (especially 
workers. employers, and professional associations) and an equally weil-organized governmcnt apparatus 
that is obliged by law or informal agreement to considcr the advicç of such groups." See also Philippe 



signalled a new approach to business-government relations: 

[ut is essential that govemment begin thinking more in terms of cost sharing with industry. 
lnstead of maintaining its traditional role as a lender and gant-giver to industry. govemment 
must begin to portray itself and function in partnenhip with industry." 

Although some initiatives were undertaken by the Peterson Liberals in response to specific 

recommendations of the Premier's Council. the overall direction. which suggested a provincial 

government actively involved in the promotion of industrial development in partnership with labour 

and industry. was not taken. To some extent the successful innovations in process masked the 

failure of the govemment to implement the PCR agenda. 

The Industrial Policy Framework, released by the NDP government of Bob Rae in luly 1992. 

represented the NDP govemment's articulation of an industrial policy. This document embraced 

much of the philosophy underlying the PCR. though with a particular emphasis on sectors (rather 

than specific firms) as the focus for state intervention. The first NDP Minister of Industry. Trade 

and Technology. Ed Philip, outlined the "distinguishing features" of their industrial policy. in ü 

message prefacing the document An indirsrrial Policy Framework For O~lturio: 

It is market-led, with an active role for Govemment: 
It takes a broad view of competitivencss: 
It focuses on creating capabilities and promoting winning activities -- the cornpetitive 
fundarnentals - rather than trying to pick the winning companies or sectors of the future: 
It is relevant to al1 sectors and regions of the economy; 
It takes the view that cornpetition and cooperation are complementary; 
It treats moving to a higher value added economy as a process. not a destination; 
It recognizes that innovation is more than technological improvement: 
The industrial policy recognizes the importance of environmental issues in economic 
development, the contribution that social development makes to enhancing competitiveness. 
and the importance of fairness in adjustment; 
The policy is action-oriented. It involves government action on a variety of fronts; 
Fiscal realities shape the approach to industrial policy.' 

As with the Liberals, the major contribution of the NDP govemment to industrial policy was 

C. Schmitter and Gerhard Lehmbruch, eds., Trends To~vards Corporatisr Inrermediation, (Beveriy Hills: 
Sage, 1979), Wolfgang Streeck and P.C. Schmitter, eds., Private Interest Governntent. (London: Sage. 
1985). and Alan Cawson, ed.. Organized Iriteresrs and the State: Srridies in Meso-corporatisni. 
(London: Sage, 1985 ). 

6 Premier's Council, Compering in the New Global Econonty, 89. 
7 Ontario, Industrial Policy Framework. ii-iii. 



at the process level. The sectoral focus of initiatives such as the Sector Partnership Fund (SPF) and 

the Ontario Training and Adjustment Board (OTAB), positioned the NDP govemment to capitalize 

on the advantages of pursuing meso-level initiatives at the provincial (subnationai) level. Aithough 

the NDP govemment implernented important elements of the Indrisrrial Poli- Frarner~*ork. it also 

fell short of its stated intentions. 

The research undertaken here outlines a range of factors which might reasonably have 

constrained attempts by both govemments to implement the industrial policies they had presented. 

Despite reasonable conjecture that 'globalization' and free trade agreements, such as the FTA. 

NAFTA. and GATT. might limit the ability of governments to pursue industrial policies. there is 

little evidence chat these were the factors that most hampered the Liberal or NDP implementation 

efforts. Nor were constitutional constnints particularl y important in 1 i mi ting successfu 1 provincial 

industrial policy implementation; on the contrary. the division of powers places in provincial hands 

junsdiction over a number of areas considered crucial tû regional competitiveness. such as education 

and training. Because these factors fail to explain the lack of success of these govemments. 

alternative explanations must be sought. 

Budgetary constraints facing Ontario dunng the period under study. particularly during the y a r s  

of the NDP govemment. constrained provincial abilities to pursue activist industrial stratrgies. 

lirniting the availability of funds for industrial policy initiatives. and thus altering the rneans 

available to government to address its industrial poIicy objectives. The potential role of 

bureaucraties in shaping policy outcornes is widely accepted. Some observers. particularly critics 

on the left. have argued that the bureaucracy, panicularty the Ministry of Endustry. Trade. and 

Technology ( M m ,  prevented the Liberals from proceeding with the PCR agenda, both for 

ideological reasons as well as "bureaucratic turf' protection. This belief is explored and 

substantiated here. Ontario's efforts to pursue industrial policies under both govemments were also 

harnpered by inadequate political will. Despite generally supporting the message of the Premier's 



Council. Peterson was unwilling to commit the necessary resources - either political or financial - 

to the implementation of the agenda. Despite trying very hard to implement long-term industriai 

policies with a sectoral focus. the Rae government found the political challenges of goveming 

ovenvhelming, requiring a focus on short-terrn crises. Moreover, in attempting to implement their 

industriai policy agenda. the NDP government faced formidable cultural barriers to change. In the 

face of al1 of these obstacles both Peterson and Rae were unable. or perhaps unwilling. to commit 

the resources required to turn the govemment's industrial policy vision into reality. 

Thesis Outline 

In Chapter 1 the f o m l  concepts related to industrial policy are introduced. Industrial policies are 

often utiiized to pursue economic policy objectives which rnacro level instruments alone cannot 

address. industrial policies. typically locus at the micro and meso levels (but anticipatory industrial 

policies also integrate rnacro instruments). 

Definitions of industrial policy are Tint presented. noting the wide variations in what policies 

are considered to fa11 under the 'industrial policy umbrella.' Subsequently, a review of the industrial 

policy literature presents the relationship between state. business, and labour interests. The work 

of Moore and BoothS is particularly usefùl. as it sketches a relationship known as 'negotiatçd ordrr.' 

which falls midway between the pluralist and corporatist models of relations between sectoral 

interests. This model is used in subsequent analyses of many of the industrial policy processes 

introduced by both the Peterson and Rae governments. A framework for analysis of industrial 

policies is developed, which examines policies based on the ideological underpinnings of policy. the 

type of policy pursued (anticipatory or reactive). and the scope and rneans of such policies. This 

frarnework. or typology. provides benchmarks against which the Ontario industnal policies can bé 

8 Chris Moore and Simon Booth, Managing Comperirion: Meso-Corporarism. Pftrrafism, a n d  the 
Negotiared Order in Scorland, (Oxford: Clarendon Press, 1989). 



measured. 

Chapter 2 presents the econornic, political. and historical context in which both governments 

shaped their industrial policies. The intention of the chapter is to make the case that a number of 

factors came together to make pursuit of anticipatory. interventionist industrial policies at the 

provincial level a sensible. indeed predictable. outcome. 

Econornically, it makes sense for provincial govemments to respond to regional sconornic nerds. 

Globalization generally discourages national economic development responses. Provinces are 

idraily suited to respond to the needs of regions. There are historïcal precedents in Canada - in 

Ontario dating back to the turn of the century, and in Alberta during the 1970s - for provincial 

govemments exercising their constitutional powers to pursue industrial policies which were not 

complementary CO federal initiatives. The efforts of the Peterson and Rae governments to pursue 

activist industrial policies at a time when the federal government was pursuing continentalist. laissez 

faire policies. would be consistent with these precedents. Moreover. by abandoning industrial 

policies as an alternative at the federal level. both the Conservative md Libenl federai pvemments 

in power dunng the era in question here left the door open for the provinces to s e p  in. Politically. 

the Ontario provincial govemments were also responding to impulsions within their parties. and 

within their circles of advisors. to forge industrial policies. Influential factions within the NDP. in 

particular. wanted to see policies of 'progressive competitivenrss' implernentrd. advancing the 

province's cornpetitive position within n context favounblr to NDP prioritirs such as worker 

protection. 

Chapter 3 outlines the specific industrial policies established by the two govemments. Both 

focused on increasing competitiveness by moving to higher value-sdded production. although the 

specific recornrnendations of the PCR were more reactive in nature than anticipatory. The NDP 

agenda. as outlined in the IFF, colled for a change in the province's industrial policy focus. away 

from program-centred initiatives, towards problem-centred initiatives negotiated in a context of 



sectoral level consultations with labour. business. and comunity 'partners.' This change w u  

clearly what Pcter Hall calls a change of 'third order magnitude.' characterized by "radical change 

in the overarching terms of poIicy discourse."' 

Both governments outlined ambitious policies. but neither government was able to completely 

follow through at the implementation stage. Chapter 4 outlines a range of constraints which might 

reasonabiy explain the failure of these governments to proceed. The effects of globalization. trade 

agreements, the constitution. bureaucntic constraints. budgetary constraints. and political constraints 

are considered. The industrial policies laid out in the PCR and the iPF are examined to see which 

constraints would have the greatest potential influence. 

Chapters 5 and 6 move beyond the hypothetical discussion of which constraints might impede 

efforts to implement industrial policies. Each government's implementation efforts are presented. 

and are evaluated in tum. Chapter 5 examines the attempts to implrment the Liberal industrial 

policy. and assesses the factors which in fact impeded the industrial policy agenda. While factors 

such as the constitution, globalization. and trade agreements shaped the context in which 

implementation occurred, these factors are not found to have impeded implementation. In this case. 

political, bureaucratic, and budgetary constraints (in descending order) are concluded to have had 

the strongest negative effect. 

The NDP implementation efforts (Chapter 6). were impeded by political, budgetq.  and 

bureaucratic (in descending order) considerations. Effons to punue sectoral level 'negotiated order' 

would have required third order change. Change of that magnitude faces resistance at al1 levels - 

societal. business. and political. The NDP tried to impose a culture of business-govemment 

relations. characterized by cooperation and consultation. in a context traditionally dorninated by 

cornpetition and antagonism. 

9 Peter Hall. "Policy Paradigms. Social Learning and the State: The Case of Economic Policymaking in 
Britain." Compararive Palitics. 25 ( 1993). 279. 



Chapter 7 presents both specific and genenl conclusions, and reflects on the lessons to be 

Iearned from these two case studies. Specifically, it examines the growing assumption that 

subnational economic policy rnaking is viable in the context of giobalization. and concludes that at 

best, Ontario's industrial policies between 1985 and 1995 had a marginal effect on the 

competitiveness of the provincial economy. Based on the examination of this era in Ontario. human 

resource policies (specifically education and training initiatives) may provide the greatest potential 

for provinces to increase their competitiveness. The general implications regarding the viability of 

various types of industriai policy for Canadian federalism are also examined. Given current focuses 

on leordering' the Canadian federation. the efforts of these two govemments suggest that a more 

explicit recognition of the legitimacy of the provincial role in shaping economic developrnent 

through training and labour market policies. may be appropriate. 

Research Methodology 

The research undertaken for this thesis has consisted of the collection and analysis of four pnmary 

types of information: 

govemment publications, such as  the Premier's Council Reports, Cornpeting in the Nebiq Global 
Econorny and People and Skills iri the khi. Global Economy, and the lnd~rstrial Policy 
Frarnework, indicating the stated industrial policy intentions of the Peterson and Rrie 
govemments; 
reports and submissions prepared by a variety of interests, indicating their reaction to proposed 
government initiatives. anaor suggesting alternative policy options; 
information. including government reports (public and intemal), public accounts, journalistic 
interpretations. and published analyses. which indicated the directions actually pursued by the 
two governments; and 
35 interviews lasting from 15 minutes to over two hours with government officials, both elected 
and appointed, with experience in the industrial policy field (broadly defined) during tither the 
Peterson years, the Rae years, or both. 

Before proceeding with formai interviews, a number of less formai conversations were held with 

governrnent officiais farniliar with the policy initiatives of the two governments, to obtain initial 

perspectives on the issues relevant to this study. Specifically. a proper understanding of the complex 

relationship between the primary 'actors' for both governments was needed -- for exarnpte, the 



relationship between politicians and bureaucrats. and between ministries such as the Ministry of 

Treasury and Economics (later the Ministry of Finance) and the Ministry of Industry. Trade and 

Technology (later the Ministry of Economic Developrnent and Trade). These preliminary 

discussions were necessary to ensure meetings were held with 'the right people.' and that 'the right 

questions' were asked. Typically. these early discussions provided a 'bue bones' impression. which 

was fleshed out considenbly as interviews proceeded. Occasionally. however. initial impressions 

were later discovered to be misleading. 

A generic set of questions. identified in Appendix 2, was prepared. The questions were 'fine- 

tuned' for each interview to ensure the best possible fit between the questions asked and the 

experiences of the interviewees." Prospective interviewees were chosen to represent a wide variety 

of perspectives. and to provide. in the agpregate, a reasonably comprehensive understanding of the 

policy choices made by the Peterson and Rae governments. [n total. thirty-five ( 3 5 )  persona1 

interviews were conducted, at an average Iength of one hour. interviews ranged in length from 

fifteen minutes to over two hours. Some individuals were subsequently conracted by telephone for 

clarification of various points of information. The thiny-five interviswres included the following 

former officials: two (7)  premiers. four (3) cabinet ministers. rleven ( 1 1 )  representatives of the 

Premier's Council (three officials from the secretariat serving the Council. jeven Council members. 

and one consultant to the Peterson Council), nineteen ( 19) officials from the Ministry of Industi-y. 

Trade and Technology (and its successor. the Ministry of Economic Development and Tnde).  seven 

( 7 )  officials from the Ministry of Treasury and Economics (and its successor. the Ministry of 

Finance). two (2) officials from the Ministry of Municipal Affairs. two (2) officials from the Cabinet 

OfTice, one ( 1) officiai from the Ontario Training and Adjustment Board (OTAB). one ( 1 ) member 

10 See Appendix 2 for the generic format. Some interviewees occupied relevant positions during both 
govemments, whiIe others served either only the Liberals. or only the NDP government. In the latter 
cases, opinions of the experiences of the 'other' govemment were often sought, but their responses were 
assipned less weight than those of people with experience serving that government. 

xiv 



of the Ontario Investment Service." and two (2) officiais frorn another central apncy.12 Of those 

individuals contacted for interviews, only one person - a manager with the Ministry of Finance -- 

was unwilling to be interviewed. In one other case, an individual suggested an alternative person 

who would be better to talk to due to her greater exposure to the policy field. 

Central to understanding the Petcrson government's approach to industrial policy was the report. 

Competing in the New Global Economv. and the extent to which the government embraced the 

agenda outlined in the report. Respondents were asked to assess the extent to which the PCR was 

considered government policy. the response at both the political and bureaucntic levels to not only 

the speci fic recommendations of the PCR. but more important1 y. the philosophy underly ing the 

report. and the extent to which industrial policies per se were seen as viable components of the 

government's approach to economic development. They were ako asked what factors had been 

most significant in constraining the efforts of the Liberals to pursue either the spccific 

recomrnendations of the Premier's Council or the broader agenda underlying the PCR. Questions 

posed helped to flesh out the picture of the Liberals' approach to economic drvelopment. Sprcific 

questions were asked concerning the role played by the folIowing in shaping the governments' 

economic developrnent policies: the role of the Canada-United States Free Tnde Agreement (FTA); 

electoral considerations; Peterson's prominent position on national unity issues: and the influence 

of organized interests. 

Where the Premier's Council's report, Compering in the New Global Ecorion~y. provided a focal 

point for questions about the Liberal govemment. the NDP government ' s Indusrrial Policy 

Frarnework (IPF) provided a comparable point of departure for questions of respondents involved 

in the NDP industrial policy process. Respondents were asked to descnbe the relationship between 

I 1 The Ontario Investment Service (OIS) bills itself as a private-sector partnership created by the NDP 
government on the advice of a task force of the Premier's Council. 

12 The more senior official from this central agency asked that for reasons of political sensitivity, neither 
helshe, nor hisher subordinate be identified, nor their rninistry identified. Note that these nurnbers 
exceed thirty-five. Interviewees with relevant experience in more than one rninisuylagency have been 
'double counted' in che sub-totals. 



the PCR and the IPF. and the role played by the Rae govemment's Premier's Council in shaping 

irnplementation of the IPF. Questions about the consttaints to irnplementation of either a general 

industrial policy or the specifics of the IPF were also posed. Respondents familiar with the NDP 

government's industrial policies were asked questions similar to those discussed above concerning 

the role played by trade agreements (the North American Free Trade Agreement. or NAFTA). 

constitutional reform and national unity. and interest groups, in shaping economic developrnent 

policies. These questions yielded responses that rounded out the picture of the NDP government's 

view of the role of the provincial state in the political economy of the late 20th century. 

Respondents were then asked a number of questions generally applicable to both governments. 

They were asked about the frequency, content and tenor of interactions with officiais at the federal 

level. Because this line of questioning was typically unproductive in early interviews. it was often 

'sacrificed' in later interviews when time constraints merited. 

In search of more reflective considerations. earlier questions about the difficulties of pursuing 

industrial policies under regimes of free trade were supplemented with a more peneral question about 

the viability of provincial industrial policies under federal regimes actively committed ta laissez- 

faire. continentalist policies. Does the existence of such a regime doom provincial industrial policirs 

to failure, or, alternatively, do such policies at the federal Ievel leave pro-active industrial policies 

to the subnational level by default? 

Respondents were also encouraged to speculate about the prospective role of provincial 

governments in economic developrnent as we move into a new century. Recent trends suggest a 

movement towards emphasizing hurnan resources. through education and training (areas increasingly 

under provincial jurisdiction), and away from large capital expenditures on traditional industrial 

parks and the like. Respondents were encouraged to speculate as to whether such trends would 

continue. 

A final line of questioning prompted discussion of the role of multi-partite bodies such as the 

xvi 



Premier's Council(s). airned particularly at eliciting speculation over the role such bodies might play 

in the future. 1s there a role for multipartite (or tripartite) decision-making in Ontario's industrial 

affairs? More than providing an eye on the future. as this line of questioning seems to do. i t  sheds 

light on the level of support among respondents for multi-partite decision processes. 

The major shoncoming of relatively unstructured interviews is that the results of such interviews 

do not lend themselves &O quantitative analysis. However. unstmctured interviews can offer a vrry 

complete view of the policy area in question. and yield quotations that allow the reader to fom his 

or her own impressions based on the words of those inte~iewed. 

The conclusions drawn here are not meant to be definitive. Indeed. one objective of this study 

is to stimulate funher discussion about the potential for subnational govemments to aggressively 

pursue activist industrial strategies as we move into the 2 1" century. It is hoped that the evidence 

presented here entices readers to join in that debate. 
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Chapter 1 : Industrial Policy 

1.0 Introduction 

in recent years. the declining ability of macro-level interventions to address the economic needs of 

countries and provinces has resulted in policy-makers turning to the use of industrial policies. There 

are various definitions of industrial policy which are reviewed in this chapter. A number of different 

dimensions of. and approaches to. industrial policy (P) are outlined but those approaches 

particularly relevant to provincial govemments working within the context of globalization and a 

federal system are highiighted. 

Some provincial industrial policies are strongly interventionist. v~hile others are more market- 

enhancing. and thus continentalist. Because the time period studied here was dominated by the 

debate over free trade. the relationship between trade policy and industrial policy is examined. 

Provincial industrial policies cannot be intelligently assessed apan from federal policy. which was 

clearly committed to free trade. 

Based on three previously described industrial policy typologies, an integrated typological 

framework is developed. Industrial policirs begin with a basic ideological predisposition, from 

which a range of goals and objective arc: derived. These objectives require governments to apply 

either anticipatory or reactive industria1 policies. with varying scopes and means of delivery. As this 

chapter shows, industrial policy is often as much about process as it is about substance. 

1.1 Why Industrial Policy? 

Govemments have traditionally used a wide range of policy instruments in pursuit of economic 

goals. Despite variations in the means utilized to achieve policy goals. there is a general consensus 

in western industrialized nations' that certain basic goals should be pursued. Richard Hams notes 

1 Consensus on broad economic goals is sought annually among the G-7 nations. The term Western 
industrialized nations. is used here to refer braadly to the nations of thc OECD. 



four basic goals of 'benevolent minded' policy makers: 

1 .  a high aggregate rate of growth in average real incorne; 
2. stability in real income. across both time and regions; 
3. opportunity for meaningful employment by al1 citizens and: 
4, a degree of equality in the income distribution consistent with a social consensus about 
economic justice.' 

In recent decades. the range and effectiveness of instruments availabie to govemments to achieve 

these goals has been constrained. forcing governments to ei ther remove themselves from policy 

arenas, or to make use of different policy instruments. Heidenheimer. Heclo and Adams note that 

the energy cnsis of the early 1970s. and the failed attempts to control simuItaneous onslaughts of 

unemployment and inflation (Le. stagflation). forced governrnents to reassess their roles in the 

economy : 

Events of the 1970s undercut much of the erirlier confidence that the rules of economic 
management were understood and readily translatabie into sustained. non-inflationriry 
economic growth. By the early 1980s it had to be adrnitted that the old sense of mastery 
over econornic development was gone in policy-making circles ....' 

One outcome of this process of reassessment has been an increased interest in the development of 

industrial policies. and a shift in emphasis from macro-level interventions to micro-level 

interventions.. 

Microeconornic policies. such as finn-specific subsidies. allow governments to pursue economic 

policies in ways not availablr with macroeconomic policy. whether classical or Keynesian.' Harris 

notes that the failure of both monetarist and Keynesian approaches to maintain stability and powth 

through macroeconomic interventions has dnvsn the search for new approaches: "This general 

dissatisfaction with rnacroecon~rnic policy led some to look for solutions in the microeconomic 

2 Richard G .  Harris. Trade. Indusrrial Policy and Internarional Coniperirion, volume 13 of the research 
studies for the Royal Commission on the Economic Union and Development Prospects for Canada. 
(Toronto: University of Toronto Press, 1985). 1 1 3. 

3 Arnold J. Heidenheimer, Hugh Heclo. and Carolyn Teich Adams. Contpuraritle Public Policy: Tlzr 
Polirics of Social Choice in Europe and Anierica, 2* edition. (New York: Si. Martin's Press. 1983 1. 
161. 

4 Coleman notes that "microeconomic policies ... include those propms that take as their target the 
individual properties of sectcrs and fims or the economic structure of a pmicular region," in Wiiliam 
D. Coleman, "Macrocconomic Policy: Dwindling Options." in Go~~erning Cunada: Ir~stitu~ions and 
Public Policy. Michriel M .  Atkinson, ed.. (Toronto: Harcourt. Bracr. Jovanovich. 1993). 208. 



policy area. Their hopes found expression in the concept of industrial policy."5 More recently. 

meso-level policies. addressing industriai policy at the sectoral levcl. have emerged as well. 

A number of rationales are comrnonly advanced in support of industrial policie~.~ Social 

democrats often advance the econornic nationalist [nationaiisV provincialist] rationale for industrial 

policy. Howlett and Ramesh note that "[Tlhe econornic nationalist rationale put fonvard by social 

democrats favours a state-led industrial policy to promote the nation's interests. and especiaily the 

interests of the working class."' This view sees iP as a means to redistribute wealth arnong al1 

classes (relying typically on reactive adjustment policies nther than anticipatory policies). The rash 

of 'downsizing' among corporations reponing record profits dernonstrates that the benefits of 

'globalization' are not being shared equally among al1 social classes. This trend encourages 

developrnent of industrial policies with a redistributive element.' The predisposition of social 

democrats towards industrial policies bolstered expectations that the Rae government. in particular. 

would aggressively pursue pro-active industrial policies.' 

Mainstrearn liberal Keynesian-welfare political rconomists see policy as involving the adoption 

of mesures necessaty to correct market fa i l~res . '~  In areas of high technolom and hence typically 

Harris. Trade, Indusrrial Polie and In reniarionai Coniperirion. 1 4. 
Michael Howlett and M. Ramesh. The Polirical Econoniy of Currada: .4ri inrrodilcrion. (Toronto: 
McClelland and Stewart. 1992). 227-329. 
Howlert and Ramesh. The Polirical Econorri\ of Cunudu. 229.  
The NDP approrich to industriai policy has been refsrred to as "progressive competitivt.nt.ss." wherc 
the progressive element is intended to ensure that working Ontarians receive a 'fair share' of the 
benefits of their labour. with those on the party's left. particulariy organized labour itself. providing 
'input' as to what such a fair share should be. 
During the first two years of the Liberal mandate. in particular. social democratic supporters apparently 
believed that NDP influence over the Liberals resulting from the Liberal-NDP Accord misht encourage 
development of activist industrial policies. Supporters of 'the left' occasionally actempt to capitalize on 
latent support for social democratic policies within centrist parties such as the Liberals. 
Market failure occurs when the market allocates resources in ways that are suboptimal to socicty. 
Alford and Friedland note that "Overall social needs (the public interest. the optimal equilibrium -- the 
language varies) are realized via public actions when private actions do not suffice." Robert R. Alford 
and Roger Friedland, Porr.ers of Theon:  Capiralism. rhe Srate and Democracy. (Cambridge: 
Cambridge University Press, 1985). 45. Dolan and Vogt note that 

Even when markets are cornpetitive and perfonning their functions as effiçiently as 
possible, they may not always be able to provide for ihe best allocation of some goods 
and services. 

Such market failure occurs when goods have negative or positive spitlover effec &...or 
externalities .... Economic theory shows chat the market. left to itself. will produce too many 



high start-up costs. the 'infant industry' ntionale is often advanced. This view sugpests that state 

assistance is required to induce investment beneficial to the overall economy (and/or society in 

general). in areas where the private sector might othenvise be unwilling to assume the risk. Such 

instances are considered 'market failure' because market forces alone wilI not allocate funds to 

activities considered desirable from a societal perspective. 

The most commonly cited rationale for industrial policy relates to the public good" charactcr 

of certain industrial inputs. The nature of technology. scientific and manaserial information. and 

labour inputs is such that their use cannot be restrictrd to thosr paying for them. F ims  thercfore 

avoid investment costs from which their cornpetitors also benefit. State intervention (through 

subsidies. tax concessions. training progams. etc.) can ovrrcome the disincentive created by this 

'free rider* problem. Brenner and Courville further explain that: 

At issue hem is the fact that actual output is lowrr than potential output becausr of problerns 
that the laissez-faire policies bnng about in society. The presence of risk inhibirs 
entrepreneurid activity and leads to lower industry output. Accordingiy. economic activitirs 
that have a risk cornponent may be carried out less frequently than they should be ..." 

If the market is not capable of determining which activitirs 'should' be carrïed out, who is*? 

Govemrnents advocating pursuit of industrial policies apparently helieve that political and 

bureaucratie judgement may produce 'better' decisions about the allocation of resources than does 

'the market.' Evçn if one accspts that industrial policies can br usefui tools in dealing with the 

challenges inherent in the global rconomy. there is littIe consensus about the form an industrial 

goods with negative r.icternalities and too few goods with positive externalities. 
See Edwin Dolan and Roy Vogt. Basic Economics. 2"' Canadian Edition. (Toronto: Hoh. Rinehart and 
Winston. 1983). 528. 
Public goods are those goods. either prïvately or publiciy produced. which: have high costs of 
exclusion. meaning it is neither 'technologically [nlor legally easy to exciudr somr citizens from 
benefitting from a policy;' and which have high availability after consumption. After one individual 
has enjoyed the good. there is a great deal of the good avdable for others to enjoy. Set: Mark Sproule 
Jones. "Institutions. Consr.ïtutions. and Public Policies: A Public Choice Overview." in The Polirics of 
Canadian Public Pol ie .  Michael M. Atkinson and Marsha A. Chandler. eds.. (Toronto: University of 
Toronto Press. 1983). 
Reuven Brenner and Leon Courville. "Indusuial Suatebey: Inferring What It Really 1s." in Economics of 
Indusrrial Po l iq  and Strategy. Donald G. McFeu-idge. Research Coordinator. volume 5 of the research 
studies for the Royal Commission on the Economic Union and Development Prospects for Canada. 
(Toronto: University of Toronto Press. 1985 ), 56. 



pohcy should assume. 

1.2 Industrial Policy Defined: Policy as Function of Inclination to Intervene 

The range of poticies afficting industry or industrial competitiveness. growth. and development. is 

almost limitless. Such policy tools include overt barriers to trade (bah  tariff and non-tariff barriers. 

or NTBs), labour relations. product and environmental standards. transportation policies. public 

procurement, public enterprise. direct subsidies. technical assistance, infrastructure investment. 

regulation of foreign investment, and taxation. Other initiatives include so-called frameworii 

policies, "such instruments as competition law. intellectual property law. corporate and securities 

hw. intellectual property law. corporate and securities law .... which create the broad conditions under 

which winners will be able to ernerge by themselves."!' As outlined below. it remains a matter of 

considerable debate which of the policy instruments above shouid be employed as tools of industrial 

policy. 

The acadernic literature differs considerably on how broadly to define Industrial Policy (P). 

There seems to be a 'double funnel effect' (see Figure 1.1)  related to the level of state intervention 

advocated. Those least in favour of proactive industrial policies argue that industrial policies are 

really the sum of a vast array of other policies. such as those listed above. and that specific state 

action encouraging industrial development is not necessary if conditions in other policy areas are 

conducive to econornic growth. Proponents of industrial poiicies with moderate visions of the extent 

of government intervention typically define iP in more precise. narrow ternis, suggesting specific 

courses of action, such as industrial subsidies or targeted tax expenditures, which governments might 

13 Robert Howse and Marsha Chandler. "Lndusuial Policy in Canada and the United States." Chapter VI 
in Degrees of Freedom: Canada and the United Stures in a Chunging Global Conrexr, Keith G. 
Banting, George Hoberg, and Richard Simeon, eds., (MontreaI/Kingston: McGill-Queen's University 
Press, 1996). 



Broad Range "Double Funnel Intervention Effect" 

Narrow Range 
- Level of State Intervention 

Figure 1.1 At the lem interventionist point. the range of policies considered 'industrial policy' is quite 
broad. rcflecting view that [P should be a composite of other policies. such as ta.. policy. monetary policy. 
uade policy. Advocates of greater intervention favour specific. narrow policies of industrial policy. as 
shown at narrow point of funncl. Those favouring highly interventionist states see IP as requiring state 
intervention in a wide range of policy fields spanning micro. meso. and rnacro levels: social policy. 
education policy. science and technology poIicy. etc. 

pursue to advance development. Those who favour state involvement on the largest scale often 

argue that although sprcific industrial policies may be necessary to advance development and 

growth, a broader. or more holistic view of industrial strategy is required which reflects the 

interconnections between entire policy spheres such as rconomic policy. rducation policy. social 

policy and labour policy. Typically, definitions offered reflect the level of state intervention 

advocated. 

Falling at the least interventionist (left) side of the double funnel above. the federal Royal 

Commission on the Econornic Union and Development Prospects for Canada (RCEU) (1985) took 

the broad view that industrial policies are merely the sum of other economic policies. By defining 

industrial policy "in a broad sense to cover al1 govemment efforts to promote growth. productivity 



and the competitiveness of Canadian industries."'" and by arguing that "implicitly or explicitly. an 

industriai policy follows from decisions governments make regarding tax policy, trade policy and 

the rnany factors that b a r  upon the efficient allocation of capital and nantnl reso~rces."'~ the Royal 

Commission effectively rejected more specific state intervention at the national Ievel. while leaving 

the door open to provincial industrial policies. 

Whether interventionist poticies at the provincial level -are complementary to laissez-faire fedenl 

policies of continentatist free trade remains debatable. In his presentation of an "interventionist- 

nationalist" policy orientation, Leslie notes that the Macdonald report presents a: 

'strict neutral ity' prescription .. . based on the presumption that businessmen are the people 
best equipped to size up econornic opportunities and to exercise judgement about the 
ventures that make a good risk. Governments have a poor record at trying to second-mess 
the market, and when the state gets involved in large-scale ventures for economic 
development, the price of rniscalculations mns high.'" 

Although this statement appears to suggest govemrnent intervention should be avoided, the RCEU 

leaves considerable policy room to the provinces to guide economic development. 

'The federal task is to provide a unified national framework for private economic activity 
and provincial activities to encourage economic development.' In other words [Leslie 
notes]. the framework is federal. the context is continental. and the agents are private 
industry and the provincial governments. Insofar as it is appropriate for govemment to alter 
the play of market forces, it would appear that the provinces are to have the active role. 

Although the RCEU does not make it clrar why provincial governments might be better placrd than 

the federal govemment to 'second guess the market.' its significance is in legitimizing provincial 

industrial policies. 

Located near the centre of Our Funnel are those who identify specific. targeted industrial policies 

as appropnate tools of economic development. The notion of specific intent is centra1 to the view 

of industrial policy held by scholars such as Woodside and McFetndge. Policies which achieve 

14 Canada, Royal Commission on the Economic Union and Development Prospects for Canada 
(Macdonald Commission), Report, II, (Ottawa: Minister of Supply and Services Canada, 1985). 133. 

15 Canada, Royal Commission on the Economic Union and Development Prospects for Canada 
(Macdonald Commission). Report. 1, (Ottawa: Minister of Supply and Services Canada, 1985). 5 1 .  

16 Peter M. Leslie. Federaf State, National Economy, (Toronto: University of Toronto Press. 1987). 18 1 .  



various economic improvements cm only be considered industrial policy if the achieved 

improvement corresponds to expressed policy intentions. McFetridge distinguishes industrial 

policies from "genenl factor or product market policies." such as labour market policies. wage rates. 

tax policies. tariff policies. and monetary or macroeconomic management policies which can affect 

industrial investment decisions. These are excluded. he argues. because: "While these general 

policies rnay have the effect of encounging the expansion of some industries and the contraction of 

others. they are not put in place explicitly to do so."" Woodside notes that "[i]ndustrial policy refers 

to the mix of government policies intended ro enhance the productivity and growth of the 

rconomy."" noting. however. that a conventional definition of IP would refer only to govrrnment 

policies "that more directly attempt to affect economic perf~rmance."'~ Such policies can be 

targeted at either individuals or firms, and includr both well-coordinated. intrusive. anticipatory 

industrial strategies, as well as unorganized, reactive policies. Woodside's support of industrial 

policies is tentative, however. He suggests that Canada's weak state tradition makes an emphasis 

on trade policy more feasible than an emphasis on P. since industrial policies require a more 

sophisticated institutional capacity than do trade policies, which rely to a lesser degree on the 

"coherence and competencr" of state policy-makers." 

Industrial policy proponents such as Atkinson and Coleman cm be placed towards the right end 

of the intervention funnel, advocating not only specific interventions in various industrial sectors. 

but also viewing industrial policy in a more holistic sense, incorporating a range of policy spheres. 

Atkinson and Coleman support an active role for the state in pursuing anticipatory industrial policies. 

This rationale is open to criticism, however. a it apparently neglects the possibility that some of these 
poIicies might be put in place to explicitly encourage specific industries or industria1 sectors. See 
Donald G. McFetridge, 'The Economics of Industrial Policy: An Overview." in Canadian Indrisrriul 
Policy in Acrion, volume 4 of the research studies for the Royal Commission on the Economic Union 
and Development Prospects for Canada, Donald G. McFetridge. Research Coordinator, (Toronto: 
University of Toronto Press. 1985). 3. 
Kenneth Woodside, 'Trade and Industrial Policy: Hard Choices," in Goveming Canada: Insrinrrioris 
and Public Policy, Michael M, Atkinson, ed., (Toronto: Harcourt Brace Jovanovich, 1993). 242. 
Ibid., 243. 
Ibid. 



while recognizing that such policies may demand that conventional industrial policy instruments be 

augrnented by much broader policy activity. They note that "[tlhe demand for industrial policies 

is ... the demand for a set of selective measures. to be adopted by the state. that will alter the structure 

of industrial organization to the long-terrn advantage of both workrrs and owners of capital."" This 

view notably avoids strict adherence to quantifiable measures such as productivity. Indeed. the 

'long-term advantage' cited by Atkinson and Coleman may not necessarily depend on the 

maximization (or minimization) of such quantifiable measures. but may instead be the result of 

altered modes of production and decision-making that equally involve many partners, including 

government. capital, and labour. This perspective supports the establishment of consultative 

mechanisms such as the Peterson Premier's Council and the many sectoral associations formed as 

a result of the NDP govemment's sectoral focus. 

Like Atkinson and Coleman. H.T. Wilson takes an expansive view of industrial policy. based 

on a brlief that such policies can only be pursued within a much broader policy context. Wilson 

suggests that industrial policies cannot be understood if viewed only in relation to economic values, 

but must also be viewed through the Iens of non-economic [ie. social. political. cuItural] 

considerations: 

Industrial policy as an objective must proceed from the need to fit its prescriptive 
requirements about doing things economic into the larger frarnework of non-eçonomic 

-l? 

institutions. values and goals.-- 

This holistic approach not only suggests a broad range of policy fields relevant to industrial policy. 

it also suggests that provincial governments. with jurisdiction over policy fields such as education 

and welfare. may be more appropriately placed to ensure that industria1 policy fits into this broader 

perspective. 

While there are certainly those who oppose the idea of state intervention under any 

2 1 Michael M. Atkinson and William D. Coleman, The S t m .  Bitsinesx and Irtdrtstriul Change in Cmadn. 
(Toronto: University of Toronto Press, 1989). 6. 

22 H.T. Wilson, 'The Quagmirc of Industrial Policy: A Holistic/Critical Perspective," (Toronto: York 
University. 1 992)' 8. 



circumstances. it is noteworthy that those placed on both ends of our Funnel (the RCEU on the left, 

Wilson on the right). advocate, or at least Ieave room for. the pursuit of industrial policies at the 

provincial level. 

1.3 Adding a Dimension: Provincial Industrial Policy as Function of Intervention and 
Decentralization 

The inclination and capacity of a provincial govemment to pursue industrial policies depends not 

only on its perception of the appropriate level of state intervention. but it also depends on the 

inclination (and ability) of that government to pursue distinctive poticies at the provincial IeveI. 

How willing is the provincial government to cane  out industrial policics perhaps contrary to those 

policies prevailing at the federal level? This section deveiops a matrix combining continua of 

intervention and decentralization, useful in conceptualizing the policies of the Liberal and NDP 

governments in Ontario. 

Provincial governments interested in pursuing industrial poiicy must first determine the level of 

intervention they are prepared to take. Specifically, thry  must determine the sxtent to which public 

decision making will replace private decisions. Second. they must assess their perspective on the 

nature and future of federalism. This perspective on decentralization affects the tendency of distinct 

provincial industrial policies to be pursued. even if they are at the expense of a coherent national 

economic vision. These two dimensions, intervention and decentralization. are presented in Figure 

1.2, entitled "lnterventionist/Decentralization Matrix." The intersections dong the two continua can 

be represented as four cells or categories of major orientations on economic policy. 

Whether econornic development is pursued primarily within a continental or national framework 

cuts to the heart of one's definition of Canada. Peter Leslie has presented three 'major policy 

orientations' which articulate fundamentaiIy different views of the roles of federal and provincial 

govemments in Canadian economic policy making." By the mid 1980s. the liberal- 

23 Leslie, Federal State, 1 64. 



Intervention/Decentralization Matrix 

Intervention 
Y--. - 2' 

Cell 1 

Libcral-Continentalist (Ledie) 

Provincirilism/Continentalism (Smiley 

Celt 3 

Cell 3 

2 

Intcrventionist-Provincialist (Lcslie) 
Provincial Eçonomic Nationalisrn (Srniley 

Figure 1.2 
Source: Adapted from Leslie. Federal State. 164- 17 1 : Smiley. Canada in Qiirstion. 272. 

-cottrinenralist option ( C d  1 ) enjoyed 'pride of place' in Canada. including qualified endorsement 

by the Macdonald Commission. According to this view. govemment intervention should be neutral 

in relation to sector. industry. firm, and region? Those arguing in favour of this position see 

economic gains maximized when governments resist the urge to shape rconomic development. 

instead allowing market forces to determine resource allocation. 

The intrrvetzrioi~ist-narionalist option (Crll 2 ) .  involvrs the design and implcmentation of a 

national policy. "in which the fedenl government takes the lead in shaping economic developrnent 

while the provincial govemments play a complementary and supponing role."" The popularity of 

the liberal-continentalist option in both business and govemment circles throughout the period 

studied here. and the di fficulty of achieving federal-provincial consensus on a national industrial 

policy makes this alternative the most difficult to achieve. 

The view represented by Cell 3. onginülly articulatrd by Donald Creighton. rquatrs 

24 Ibid., 166. 
25 Ibid., l 8  1. 



provincialism with continentalism. This view. recounts Srniley. suggests that Canada could only 

avoid national disintegntion by preserving the essentials of the 1867 Confedention settlement. with 

national integration fostered through east-west trade." Canadian provinces which have encouraged 

the development of natural resources by multinational (usually American) corporations. have thus 

facilitated continental integration. 

The fourth view presented suggests that provincial governments pursue policies of "provincial 

economic nationaiism." in order to resist the integration of their economies into either a continental 

or a national frarnework. Lesiie notes that despite favouring the liberal-continentalist option. the 

Macdonald Commission contained within it a clcar rationale for this approach. which he tems the 

ititerverrtiortisr-provinciafist option." Advocatrs of this option promote the active participation of 

provincial govemments 

orientation" corresponds 

in shaping the 

most closely to 

pattern of economic development. This "major policy 

the agenda articulated in both the PCR, and the PF. 

1.4 The Relationship Between Industrial Policy and Free Trade 

Determining the relationship between free trade and industrial policy is important to this study 

because any provincial industrial policy presented would nccessarily be implrmented in the context 

of federal free tradc agreements such as the FTNNAFTA and GA?T/WTO. Provincial policirs 

neither complementary to nor compatible with federril triade policies rnight stand little chance of 

successfut implementation. 

The debate as to how interventionist national industrial policies should be was institutionalized 

in the Canadian policy cornmunity throughout the late 1970s and early 1 980s. The proponents of an 

active state role in nurturing technologica! development. led by the Science Council of 

Canada(SCC), were pitted against those favouring free trade policies ted by the Econornic Council 

26 Donald V .  Smiley. Canada in Questiorr: Federulism irz the Eighties. (Toronto: McGraw-Hill. Ryerson. 
1980). 272. 

27 Leslie, Federal Stare, 17 1 .  



of Canada (ECC). The RCEU participated in this debate - siding with the ECC position - by 

arguing that the key to increasing the competitiveness of the Canadian economy was to pursue free 

tnde as the central element of any industrial policy. The Commission observed that "The question 

of whether to opt for free trade or for protectionism is undoubtedly the key issue to be resolved in 

forming an industrial policy .... A key component of Canada's industrial policy should be a 

cornmitment to freer trade ... Canada's industrial policy and trade stance are so closety 

intertwined Peter Leslie noted the Commission's view that "Free trade is the main instrument 

in this Commission's approach to industrial p~licy."'~ 

The Royal Commission was influenced in part by Richard Hams. who advocated a slightly more 

interventionist role for the state." He argued that trade and industrial policy should work as one. 

stating that "ln the small. open econorny. industrial policy and trade policy are almost 

~ ~ n o n ~ m o u s . " ~ '  Harris' trade views move him to the right of the RCEU on our intervention funnel. 

While sharing the RCEU view that government actions collectively impact on Canadian industrial 

activity, Harris sees a definite strategic rok for the  state in encouraging specific industrial niches: 

[I]t is obvious that governrnents have a substantial impact on the allocation of investment 
and the decisions of firms. Government policies with respect to competition. t a .  subsidy. 
procurement and trade al1 affect private sector activity. Collectively, these policiss 
constitute industrial policy ....[ However] a stronp case exists for active promotion of the 
emerging high technology growth industries within the Canadian industrial structure ..." 

Harris' view that industrial policy c m  "properly be viewed as complementary to a general policy of 

Canada. RoyaI Commission on the Economic Union and Development Prospects for Canada 
(Macdonald Commission), Report. II, (Ottawa: Minister of Supply and Services 1985). 200, 202. 
Canada, Royal Commission on the Economic Union and Development Prospects for Canada 
(Macdonald Commission), Report, 1, (Ottawa: Minister of Supply and Services 1985). 60, cited in 
Leslie, Fedrral State, 1 66. 
Richard G. Harris with David Cox. Trade, Indusrrial Policy, and Canadian Mamfacrriririg, (Toronto: 
Ontario Economic Council, 1983). and Richard G .  Harris. "Summary of a Projcct on the General 
Equili brium EvaIuation of Canadian Trilde Policy." in Canada-Unitrtl Stures Free Trade. volume 1 1 of 
the research studies for the Royal Commission on the Economic Union and DeveIopment Prospects for 
Canada. (Toronto: University of Toronto Press. 1985). cited in Macdonald Commission, Repon. 1. 329. 
no tes 1 2 and 1 3. 
Harris, Trade. Industrial Policy and Interriarional Coniperition, 1 12. 
Harris, Trade. Industrial Policy and Inrernarional Cornpetition, 1 17, 144. 



promoting free tradeW3' will be used later as a point of departure in assessing whether the federal 

government's focus on continentalist free trade between 1985 and 1995 precluded pursuit of 

provincial industrial pol icies. 

Woodside. like Harris. views trade policy as a stntegic tool in the arsenal of poIicy makers. in 

contrast to the RCEU position which suggests that trade in and of itself - with the market calling 

the shots - is the preferred route to economic growth. Woodside elaborates on the relationship he 

sees between trade and industrial policies. noting that they c m  work in harmony. with the lead role 

shifting between the two as conditions Vary: 

Thus. industrial policy might provide the ovenll fnmework and trade policy measures Iike 
tariffs might be used to make the industrial policy more effective. Alternatively. trade 
policy might provide the overall framework with industrial policy measures being used on 
an ad hoc basis as needed." 

Harmonization of such policies would obviously be much more difficult to achieve if they were 

being utilized by different levels of government. 

Occasionally. trade and industrial policy work at cross purposes. "with the measures in one 

policy area creating problems in the other. Thus trade rernrdy laws aimed at export subsidies in one 

sector can provoke retaliation against goods benefiting from industrial policy measures in another."" 

Of relevance to this study is the possibility that trade policies pursued at the federal level could 

create difficulties for provincial industrial policies. 

Atkinson and Coleman argue that impediments to industrial policy do not excuse the 

governrnent from pursuing industrial policies: 

[TJhe obstacles to industrial policy do not relicve the state of the obligation to pursue it. 
Industrial policy is required in every srctor of the Canadian rconomy. not as a comprtitor 
to trade policy. but as an equal ~artner . '~  

They argue as well that the importance of complementarity between trade and industrial policirs 

33 Harris, Trade, Indusrrial Policy and Inrernatiorial Cornpetition, 1 50. 
34 Woodside, 'Trade and Indusuial Policy," 252. 
35 Ibid. 
36 Atkinson and Coleman, The Stare. Business. and Irdrrsiriul Change. 192. 



applies equally regardless of whether the government of the day pursues liberalized trade or 

anticipatory industrial policies as the first line of offence. 

The critical question is which type of policy. trade or industrial. takes pt-ide of place. If 
govemments stress industrial policy as the primary means to economic growth and stabiiity. 
then an anticipatory approach is ordinarily employed with trade measures applied on a case- 
by-case basis at the sectoral level. If. however. a liberal trade poiicy is emphasized. rhen 
industrial policy becomes a suppkmentary tool. nomally reactive in chrclcter and often 
applied primarily at the level of the f i r ~ n . ~ ?  

This view invites the question. addressed in subsequent chapters. of what level of provincial 

industrial policy response is most appropriate in a context in which the federal government pursues 

liberalized trade policies. 

1.5 Development of a Framework for Analysis of Industrial Policy 

A number of different conceptions and variables relating CO industrial policy are outlined above. 

This section cornes at industrial policy from a slightly different perspective. by considering the 

frameworks or typologies that have previously been presented for industrial policies in order to 

develop an integrated framework through which to study the policies of the Ontario Peterson 

Liberals and Rae NDP. The approaches presented examine industrial policies from the broad 

ideological underpinnings. to the specific policy instruments used CO achirvr the goals and objectives 

of policies. 

1 .S. 1 Ideological Predispositions 

Wyn Grant's four-category typology of strategic approachrs to industrial policy megorizes the 

vanous degrees of inter~ention.'~ These four categories - pure market. social market. selective 

intervention, and socialist, (see Figure 1.3) - reflect ideological choices. or predispositions. which 

can be placed on a continuum ranging from market forces predominating. to the state predorninating. 

37 Atkinson and Coleman, The Stare, Business, and lndusrrial Change. 19 1 .  
38 Wyn Grant, The Political Econornj of lridiisrrial Policy, (London: Buttcrwonhs. 1982). 12-23. 



1 Wyn Grant's Typology of IP Aiternatives 

industrial 
Policy I 

Pure 1 Sociai 1 <kctive 1 Socidist 1 
Market Market intervention 

Figure 1.3 
Source: Adapted from Grant, The Political Ecorrorny of indusrrial Po1iL.y. 12-23. 

In the 'inteamted typology' presented later this chapter. this is the first step required in classifying 

industrial policies. The ideological predisposition acts as a foundation upon which subsequent 

policy decisions c m  be built. When forrnulating economic policy. d l  governments must determine 

what balance of market and state forces will prevail. Among the industrialized democracies of the 

OECD. market forces currently enjoy widespread favour. at least at the rhetorical level. iMarket 

forces thus act as the basic principle of operation. or the "drfault option" in Grant's terminology.'" 

Michel Jenkin notes. however. that despite many countries' rhetorical cornmitment to the 

importance of market forces. interventionism remains prevalent: 

The tendency for industrialized States to intervene in their economies 
by the economic. social and political problerns of recent decades. In 
most indusvialized counuies have been unable to rely solely on market 
their economies .... Although state intervention in the postwar era began 
problerns of reconstmction, it often continued as govemments grappled 

has been reinforced 
the postwar period. 
forces to rationalize 
as a response to the 
with such long-term 

structural issues as Iack of competitiveness in traditional industries. employment 
maintenance. and regional development. to the point where in many countries intervention 
became the n o m  rather than the exception ...' 

It is artificial to speak of market forces and state forces in mutually exclusive terms. Political 

39 W y n  Grant. Governmenr and Industty- A Compararii.e Analysis of the US, Canada and rhe 
(Aldershot. England: Edward Elgar. 1989). 18. 

40 Michael Jenkin. The Challenge of Diversity: Indusrrial Polir! in the Canadian Federaiion. 
Minister of S u p p l y  and Services Canada. 1983). 19. 

UK. 
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economists presume the interdependence of markets and state. as Howlett and Ramesh observe: 

PoliticaI economy presumes not the independence of States and markets but their mumal 
dependence and intenwining. States and markets cannot be studied in isolation. Indeed. the 
inseparable nature of their relationships f o m  the very rationale for political economy. 

States and markets are interdependent primarily because they need each other: they must 
overcome the societal and organizationai constraints that each of them is incapable of facing 
alone. The state needs the market because of the market's efficiency in responding to consumer 
demands and co-ordinating an extensive production apparatus .... Markets nesd the state because. 
to function at all. they need a body that enforces property rights and private contncts ..." 

Industrial poticy decisions are the result of trying to rstablish this balance. 

Grant observes that the pure market approach does not exist. and therefore cannot contribute to 

industrial policies of any sort. As a theoretical model. however. it exerts an intellectual pull on 

social marketeers. "shifting them in the direction of a version of the social market approach which 

is more market than social."'l' 

Those advocating a social market approach to IP "recognize the inevitability of some 

intervention by govemment in industriai affairs. but they regard such intervention ris inherently 

undesirabir and consider that it should as  far as possible be infrequent. tem2orary. and limited in 

~cope . '~ '  Those falling in rhis camp believe in a policy fo industry rather than the comprehrnsive 

industrial p o k y  advocated by seiectivs interventionists. Those who distinguish between industrial 

poiicies (IP) and industrial strategïes (1s)" would place the former in the social market categop. md 

the latter in the selective intervention category. 

Selective interventionists argue that macro-economic measures alone cannot attain such 

objectives as MIer employment. thus making microcconomic interventions necessq. The! 

- - - - - - - - - 

4 1 Howlett and Ramesh. The Political Econoniy of Canada. 15. 
42 Grant. The Polirical Economv of lndusrrial Policy. t 3 .  
43 Ibid.. 14. 
U Howlett and Ramesh highligh~ the distinction between these two concepts: 

"The concept of indusrrial srraregy. is broader han that of indushat policy. Indusuial poticy describes 
individual policy measures aimed at altering industrial activity in a country. Industrial suritegy. on the 
other hand. describes a collection of inrerrelated policies directed at indusuial development. II is more 
than the sum of individual policies. for it requires the various policies to form an integral whole and k 
complementary to each other, The emphasis is on coherence and CO-ordination arnong policies." In 
Howlett and Rarnesh. The Polirical Economy of Canada. 327. 



typically favour financial inducements (grants, loans) which discriminate between firms and 

industries. This approach is characterized by voluntary cornpliance by industry and other intcrests, 

rather than compulsory participation. ripitomized by the tendency for multipartite bodies to 

proliferate. Industrialists are induced by means of subsidy and exhortation to take decisions 

considered to be in the national or provincial interest. Grant identifies three major difficulties 

encountered by this approach: 

difficulty of influencing firms while at the same time preserving their autonomy; 
risk that decisions will be based on short-run political considerations rather than be related to 
the pursuit of long terrn strategic objectives: 
difficulty of ensuring govemment has at its disposal sufficient relevant information at the right 
time in order to make decisions about intervention.'" 

Despite these difficulties, this approach has enjoyed considenble popularity. panicularly in parts 

of Europe. As will be discussed later, the inability of the Peterson Liberals to choose between the 

social market approach and the selective intervention approach was in part responsible for their 

failure to aggressively pursue the Premier's CounciI agenda. 

At the heart of socialist approaches to industrial policy is the importance of planning 

'agreements.' typically rnforced by statr coercion. Gram notes that under such systems. government 

plans are not forecasts but instructions for state enterprises. and rconomic activity procccds in 

accordance with instructions from abovr." Although some supporters of the NDP govemment may 

have expected they would pursue policies consistent with the socialist approach. the Indrisrricd 

Poliq Frameivork clearly indicates a selective interventionkt approach more heavily infiuencrd by 

the social market approach than by the socialist approach. Ontario - typically ideologically staid 

and conservative - was not ready for significant influences from the socialist approach. Grant notes 

that in contrat to the socialist approach. both the social market approach and selective intervention 

approaches share the assumption that a forrn of capitaIism can be made to work: 

What unites both approaches is that they strive to avoid as far as possible the eIement of 

45 Grant, The Political Economy of Indusrrial Polic~. 18. 
46 Grant. The Political Economy of Indusrrial Policy, 23. 



compulsion inherent in socialist approaches to industrial policy ... Socialists would argue that 
neither approach will work because capitdism is beset by interna1 contradictions which are 
now manifesting themselves in a terminal global crisis ..." 

1.5.2 Industrial Policy Goals and Objectives 

Grant's categorization is useful as a starting point for analyzing industrial policies. It provides a 

foundation or framework from which further analysis takes place. The goals and objectives of 

industrial policy interventions follow from. and should be consistent wi th. the ideological position 

of the government. 

Industrial policy goals pursued by Canadian govemments are often in conflict with each other. 

Harris notes that the IP goals of real income growth and stability in incorne and employment are 

largely incompatible. The Macdonald Commission hrard many submissions arguing that full 

employment. rather than economic growth. should be the pnmary public policy goal." They found 

such arguments unpersuasive. however. suggesting that industriai policy need not involve a trade-off 

between rconomic growth and rmployment. but rather. that the two can be mutually reinforcing 

complementary  objective^.^' Wyn Grant recognizes that these goals c m  be rither compltmentary 

or conflictual. depending on circumstances. Influenced by European experiences with industrial 

policies. he notes that the maintenance of Full employment is often the central objective of industrial 

policy : 

It could be argued that the central goai shorrid be the creation of an efficient. internationally 
cornpetitive industrial economy. Without such an economy, it is difficult to see how fuller 
rmployment can be attained in the long mn. On the other hand. the creation of such an 
rconomy may destroy jobs through a trend towards greater capital intensity in industry.'" 

The objectives of policy rnaken (as oütlined above by Harris) necessarily affect the type of industrial 

policy adopted. 

47 Grant. The Political Econom~ of Industrial Policy. 20. 
48 Macdonald Commission. Report. vol. 11, 136. 
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Scharpf argues that social democratic parties will be cornmitted to one priority above ail other 

goals or objectives - the achievement and maintenance of fulI employment: 

Thus, when econornic conditions left them any choice at all. social democratic govemments 
rnust have had a preference for full employment strategies in keeping with their own self- 
understanding and with the unambiguous interests of their politicaI constituents and of the 
unions representing those interests. And given their presumed clarity and seriousness of 
purpose, it may also be presumed that social democratic govemrnents exploited al1 economic 
policy options available ... in order to avoid. or eliminate. mass unempl~yment.~' 

The record of the NDP governrnent - previously thought to fit the description of a 'social democratic 

party' - is found wanting when measured against Scharpf s assessment. Rae's defence of his 

govemment's record outlined later in this study suggests he felt that in the case of his government. 

economic conditions had not left open to him the option of pursuing full employment stntrgies. 

The challenges imposed by the sometimes incompatible goals of hiIl employment and economic 

growth are often addressed through adjusmerit policies. The Macdonald Commission (RCEU) notes 

that: 

from a purely economic perspective. the case for governrnent involvement in the adjustment 
process is tightly circumscribed. The interests of the economy as a whole are best srrved 
by the npid shift of capital. human and other resources out of areas that provide relativrly 
low value in ternis of output of goods and services. into areas of higher value." 

The RCEU advocated a heavy commitment to adjustment-promoting (rather than adjustment- 

retarding) policies. Organized labour, however. ofien lobbies hard for 'adjustment assistance.' 

Governments often bow to such political pressure. providing firm-specific assistance to sustain 

output, and thus, employment. often citing 'regional development' criteria. The RCEU notes that: 

The political process in this country, therefore, is Iikely to lead to the adoption of policies 
that in many respects are quite different from the approach that would be suggested by 
economic and social considerations a10ne.'~ 

Often. such adjustment policies retard. rather than facilitate adjustment to economic change. 

5 1 Scharpf. Crisis and Choice in European Social Democracy, (Ithaca: CorneII University Press. 199 1 ) .  
16. The ability of a provincial governrnent to influence employmcnr levels is seriously circumscri bed 
by policy instruments available at that level. Provincial governmcnts have little or no control over 
either rnonetary policy or exchange rates which dramatically impact on employment. 
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McFetridge notes that: 

while firm or industry support rnay. on occasion. be a convenient way of assisting the 
adjustment of a particular group of workers, this is more than outweighed by its potential 
for encouraging adjustrnent-inhibiting  arrangement^.^ 

The terni 'positive adjustment' has been coined to identify those adjustment poiicies that have 

demonstrably positive economic impacts, rather than the inhibiting results cited by McFetridge. 

Grant cites OECD interest in positive adjustment policies which are judged by whether over the long 

run they "facilitate movement of labour and capital from the production of goods and services in 

declining demand to those whose demand is increasing. from less to more efficient forms and 

locations of production. and from production in which other countries are gaining a comparative 

advantage to new cornpetitive lines of production."" These requirements are not easily satisfird. 

More often. 'adjustment assistance' is directed at either individuals or firms in a manner which 

satisfies political. and perhaps short-term rconomic goals. but not long-terrn ones. 

McFetridge distingoishes betwren what he describes as a consensus view of the appropriate rolr 

for govemment in facilitating adjustment. and a minority view that sees a more proactive rolr 

required of government. According to the consensus view, governmen t should: 

maintain a stable macroeconomic environment and appropriate work. saving, and investment 
incentives; 
remove barriers to adjustment; and 
assist individuals [m firms!] faced with serious unanticipated adjustment problems.'b 

This consensus. essentially the social market view. lends itself to generally reactive policies. rstther 

than proactive/anticipatory policies more comrnonly pursued by the selective interventionkt camp. 

McFetridge notes the irony that government willingness to assist with adjustment creates the 

need for intervention: 

The possibility that the governrnent might intervene creates circumstances under which the 
government must intervene .... There is a further problern in identifying f ims that are tmly 

54 McFetridge, 'The Economics of Industrial Policy," 35. 
55 OECD, The Casefor Positive Adjustmenr. (Paris: OECD, 1979), 82. cited in Grant. The Polirical 

Economy of lndusrrial Policy , 24. 
56 McFetridge. "The Econornics of Industrial Policy," 33. 



fading, since al1 firms have an incentive to threaten to discharge workers and qualify for 
subsidization. Indeed, firrns and workers have an incentive to cooperatr: in this type of 
opportunism vis-a-vis the g~vernrnent .~~ 

Doern notes. furthemore, that 'adjustment' is a misnomer Iending a false sense of order: 

Who could possibly be against 'adjusting' things to make the economy better? The very 
word exudes a confidence in the virtues of orderly change. One does not have to pick 
winners. one can 'go with the flow' of the market, with governments gently nudging us 
dong with appropriate packages of carrots and sticks. At one level. one cm understand the 
vital need for this conceptual approach. and how it may be superior to the hodge-podge of 
things done in the name of industrial policy. It suggests to some, initially at least. a more 
generic, 'hands off role for govemment. especially if focused on the need to assist labour 
as opposed to capital." 

Doem warns that in practice adjustment policies often betray the "alluring sirnplicity of the 

concept."" 

The most significant problem associated with adjustment policies is that they are typically 

pursued at the expensr of industrial efficiency. Grant argues that employment objectives should not 

be excluded altogether. particularly with respect to their regional impacts, but that the social 

consequences of industrial change must be dralt with elsewhere in government than in the industry 

ministry. He argues that industnal policy has been drflected from its punuit of industrial cfficirncy 

objectives by being required to cope with problems which really require social policy solutions. He 

further notes that the pursuit of an efficient industrial economy that attempts to cope with the social 

consequences of industrial change will result in both objectives becoming muddled and di fficul t to 

pursue.'" Atkinson and Coleman concur with this asscssment. noting that Canada has bcen either 

unable or unwilling to arrange for programs of compensation to aid workers and employers in 

adjusting to the efforts of global c~mpetition.~' This assessrnent is particularly harsh (but not unfair) 

57 Ibid., 37. 
58 Doern, 'The Tories, Free Trade and Industrial Adjustment Policy: Expanding the State Now to Reduce 

the State Later'?," in How Ottawa Spends. 1986-87: Tracking lhe Tories. (Toronto: Methuen, 1986). 
79. 
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given the sizeable bailout packages which have been altegedly directed to such ends."' 

Ultimately, both Canada and Ontario have decidedly mixed records in promoting 'adjustment'. 

Doem observes that the Canadian economy h a  successfully undergone extensive adjustment in the 

past. "sometimes aided by public policy. but also often despite public policy.""' The reputation of 

adjustment policies is such that few governments talk about such initiatives. white many continue 

to facilitate 'adjustment' through costly. poiitically inspired bailouts to major regionai employers. 

Both the Liberals and the NDP were guilty of such efforts during their respective tenures in 

govemment in Ontario. 

1.5.3 Industrial Policy Ideal Types: Anticipatory and Reactive Policies 

Once objectives have been drtermined. the g n e n l  type of policy c m  be chosrn. Atkinson and 

Coleman present two ideal types of industrial policy. represented gnphically in Figure I .4.M 

Anticipatory industrial policy. with its emphasis on intrusive policy instruments that are 
integrated with one another and aimed at structural transformation: 

Reactive industrial policy. which is organized around the immediatr needs of specific firms 
(often for distress financing) and is devoted to creating a climate attractive to investment."' 

The characteristics of thrse ideal types are captured in three dimensions of industrial poiicy. The 

first of these characteristics involves an examination of objectives. or go&. including either 

facilitating rapid adjustment to  economic clzuqe. with emphasis on improving labour markets. 

rnodernizing plants, and facilitating the developrnent and transfer cf technologica1 innovations: or 

defensive e.rpansionism. charactenzed by an cmphasis on relieving excessive social costs through 

the use of protectionist measures such as quotas or other tradc bamers. While both types of 

62 See Michael J. Trebilcock. 'The Political Econorny of Business Bailouts in Canada," in Domestic 
Policies and the Inrernatior~al Econontic Envirorimenr, volume i 2 of the research studies for the Royal 
Commission on the Economic Union and Development Prospect'; for Canada. (Toronto: University of 
Toronto Press, 1985). 
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objectives may exist with cither anticipatory or reactive industrial policy. the emphasis with 

anticipatory. or proactive policies is on positive adjustmrnt measures. while the emphasis with 

reactive policies tends to be on protectionist measures. 

The second chmctenstic which distinguishes reactive from anticipatory policies is 

intrusiveness. meaning the degree to which industrial policies require the statr to participate in. or 

direct. investment drcisions at the level of the firrn. Typically justified by market failure. reactive 

policies are characterized by erzvirorzmerztal irlterveritiort, in which the state enacts a "series of broad 

measures. provided through the tax system. genenl schemes of industrial subsidy, or programs of 

vade prote~tionisrn"~ to create a ciimate conducive to investrnent. By contrast. anticipatory policy 

involves structural intervention. including the targeting of programs to specific sectors or firrns. An 

underlying assumption of this approach is that national [or provincial] policy goals are not 

necessarily served by market-based outcomes. State intervention is justified by the fact that private 

66 Ibid., 24. 



dtcisions often result in consequences detnmental to the public. Thus state-led. or tri-partite 

negotiated industrial development is required to protect public interests. Such arrangements place 

considerable demands on the state: 

[S]tmctunl intervention presumes a considenble degree of technical expertise and a set of 
political institutions capable of engineering the necessary degree of cons en su^."^ 

In Ontario. multipartite bodies were in their infancy during the Liberal term of government. The 

bureaucracy lacked sufficient expertise to engineer consensus during the Peterson mandate. By the 

NDP years the bureaucracy - specifically the Sector Development Branch of the Ministry of 

Economic Development and Trade - had begun to develop such expertise. However. these 

mechanisms required a sense of continuity that the NDP govemment was never able to foster. Nor 

were they able to convince their economic development 'partners.' specifically the business 

community. that the process itself was worthy of their time and effort. 

The degree of iruegration providrs another rneans of differentiating between Atkinson and 

Coleman's ideal types. As the name suggests, reactive policies are not characterized by a high level 

of policy inteption. typicdly giving "'the appearance of a series of ad hoc measures applied to fim 

and sectors as the need arises"pR %y contrast. the anticipatory policy approach evaluates al1 firms 

and sectors against a set of criteria designed at the political/bureaucratic centre: 

An intensive information-gathering effort undergirds the comprehensive approach and, 
whether justified or not, the state operates as if it possesses the skil! and the iegitimacy to 
conduct industrial policy on a broad scale .... Strong efforts are made to achieve a measure 
of complementarity. with speciaI attention being paid to backwûrd and forward Iinkages 
among industrial s e ~ t o r s . ~ ~  

While nothing of this nature emerged dunng the Liberal yrars. the NDP government's Sector 

Partnership Fund. discussed extensively in Chapter 6.  involved many of these components. 

Within these two ideal types, Atkinson and Coleman further differentiate industrial policies by 

scope of policy. Macro level policies involve the use of classic horizontal policy instruments, such 

67 Ibid., 24. 
68 Ibid., 25. 
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as subsidies and tax expenditures: meso levd policies are those applied at the sectoral level; while 

micro level policies, the traditional focus of industrial policies, are those firrn-specific actions. 

ranging from bail-outs to the promotion of so-called 'national [provincial] champions'. They 

suggest that anticipatory policies take a comprehensive. coordinated approach to each of these three 

levels, with considerable focus on the sectoral (meso) Ievel. while reactive policies are more likely 

to be contradictory across the three levels.' They stress the importance of institutional 

considerations: 

The issue of CO-ordination across these three levels points again to the importance of 
political institutions. The CO-ordination associated with anticipatory policy is possible only 
under particular circumstances. The first requirement is a centralized. highly autonomous 
state bureaucracy that can plan on a global plane. priorize srctors, and choose particular 
firms for speciaI encouragement. Highly diffused buteaucracies or those that have been 
penetrated by interest associations are much less capable of performing in this ~ a y . ~ '  

This point highlights the importance of understanding the dynamics of the relationship between 

Ontario's various policy-making institutions. It also suggests that federal-provincial cooperation is 

vital, since many of the rnacro level policies are controlled exclusively at the federal level. 

1.5.4 Industrial Policy: Scope and Means of Implementation 

Marsha Chandler has developed a framework for classifying ûdjustment policirs that c m  be applird 

to a broadrr range of industrial policies." Her typology draws attention to the scopr acd rneatzs of 

govemment policies toward industrial decline (See Figure 1.5). The scope (or extent) of policy. 

refemng to the "range of mtters in which govemments are involved."" is subdivided by Chandler 

into three variables. range of areas affected by public choice. i.2.. the scale of interventions: depth 

of intervention. i.e. the extent to which public replaces private decision-making; and degree of 

70 Ibid., 26. 
7 1 Ibid., 27. 
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integration. i.e. ad hoc interventions. or part of a coherent framework. 

The means of policy incorporates the purpose of interventions. and the number. mix. and type 

of policy instruments utilized. The purpose of policies "refers quitr simply to whethrr the policirs 

are to hindrr or promote adjustment."" i.s.. whether they work with or against market forces. 

Bailouts of failing firms work against market forces. while policies which encourage the pursuit of 

comparative advantage work with the market. prornoting positive adjustment. The experiencss of 

the Liberals and the NDP in government demonstrate that the viability of industrial policies is 

shaped by the means chosen to implement those policies. 

1.5.5 Assembling the Frarnework: An Integrated Typology 

The 'integrated typology' preseoted here (Figure 1.6) combines elements of the Grant. Atkinson and 

Coleman, and Chandler industrial policy/adjustment policy typologies. The first 'tier' of the chan 
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invoIves a set of general ideological decisions. What approach -- pure market. social market. 

selective intervention. or socialist - will bs pursued? In short. what balance of state and market 

corresponds to the ideological predisposition of the government of the day? As one moves 

ideologically to 'the left' (to the right in Figure 1.6). it becomes much more likely that anticipatory. 

rather than reactivr policies will prevail. Nonnally accornpanyinp such a shîft between reactive and 

anticipatory policies (or signalhg such a shift) are changes to scope and means utilized. Note 

however. that neither anticipatory nor reactive policies has a monopoly on panicular means of 

implementation. Indeed. it is quite IikeIy that anticipatory policies wiIl make use of many of the 

same instruments as reactive policies. As one moves from the left (social market) to the right 

(socialist) the scope of policies pursued generally increases. while the means of implementation 

become more complex. requinng a greater number and mix of policy instruments. 



1.6 Towards A Negotiated Order? 

Lndustrial policy implementation is as much about process as i t  is about the specific poticies 

themselves. The delivery of policy typicatly requires a b e l  of involvement from interests outside 

government. such as the business or labour cornmunity. In Canada. as in man' industrialized 
C 

nations. discussion of industrial policy requires an understanding of the nature of the relationship 

between industry. the state. and labour. Works by Atkinson and Coleman and others examine the 

-5 relationships between and m o n g  industrial policy actors. Indeed. much of the corpontist and neo- 

corporatist literature of the past decades has focused primarily on relationships directly relevant to 

the study of industrial policy. Recent works drawing specifically on the Ontario context have 

exploreci the applicability there of the "negotiated order." a concept introduccd by Chris Moore and 

Simon Booth.-6 

The introduction by Moore and Booth of the concept of negotiated order was based on thr'lr 

dissatisfaction with both corpontist and pluralist perspectives of the rslationship betwren public ruid 

private interests. as well as with such "crude" attempts to accommodate both a'; Alan Cri\vson'j 

- 
"dual polity" analusis. Moore and Booth add the "negotiated ordei' to the pludisr and corporitist 

ordçrs. thus creating a "triple economy rn~del."-~ The! write: 

In sectors where there is a high degree of indigenous control. uhich crin be combined \vith 
a Scottish identity and the existence of scctoral organizations. distinctive nsgotiatrd 
relationships at the srctoral level can emerge ... These arrangements rnay be t e m p o r q  and 
are we &...but they are part of a negotiated order because the? combine public and private 
interests at a sector Irvrl in the formulation and implementation of an a p r d  stnte3.- '  

See Arkinson and Coleman. The Srare. Business and Indusrrial Change in Canada. and Grant. The 
Polirical Economy of Indusrrial Polie. 
Chris Moore and Simon Booth. Manoging Cornpetifion: Meso-Corporarism. Plurnlisnt und rhe 
Negoriared Order in Scorland. (Oxford: Clarendon Press. 1989). For applications to Ontario. ses 
lMichael Swayze. 'The Evolution of Ontario's Industrial Policy from Davis to Rae: An Incipient 
Negotiated Order in a North -4merican Region." Paper presented at the hnnual Geneml Meeting of the 
Canadian Political Science Association. St. Catharines. Ontario. Juns 2. 1996. and Da\.id A. Nrolfe. 
"Negotiating Ordsr: The Sectoral Approach to Industrial Policy in Ontario." Papsr presented at the 
Annual General Meeting of the Canadian Political Science Association. St. Catharines. Ontario. June 2. 
1996. 
Moore and Booth. Manuging Comperirion. 19. 
Moore and Booth. Managing Comperirion. 82. 
Moore and Booth. Managing Cornperirion. 84. 



The key elements of a negotiated order identified by Moore and Booth are as follows: 

1. Recognition that institutional arrangements affect market operation; 
3. Identification of parties involved (with one side comprising either a representative of the state 

or a surrogate acting as agent of the state. and the other side cornprising "representatives of 
organized groups who have a particular self-interest to pursue:" and 

3. Shared. formai or informai responsibility among parties involved. to achieve a_med objectives.% 

Xccording to Moore and Booth. "the &matest advantage of the nezotiated order is that the state can 

daim that it has surrendered no rights to non-statc interests whilst sectoral groups c m  daim to have 

preserved their own identity and autonomy from the state~.*" 

The application of Moore's and Booth's analysis to the Ontario case seems logical givcn 

apparent similarities between Ontario and the Scottish case which is the focus for their book. In 

rxploring the possibility of forging industrial policies with a "Scottish dimension." Moore and Booth 

noted. for example. that "whilsr there cannot be a policy for Scotland which conflicrs with policy 

for the rest of the LTK there are .... opportunities to provide distinctive policies for the particular 

probierns which face the Scottish economy." This description corresponds to the experiencr of both 

the Peterson and Rae govemrnents. which despits taking political stands against certain econornic 

initiatives taken ar the federal level. ultirnately pursurd initiatives that. while fitting less than ideall~ 

with federal poiicies. did not conflict with them. either. 

The Scottish Office relied for economic advice on a Scottish Economic Council. representing 

"moct of the important industrial and economic interesü in Scotland."" This body. which provided 

unstmctured advice to the S e c r e t ~  of State of the Scottish Office. appears to have sened a hnction 

analogous to that served by the Premier's Councils in Ontario. during both the Psterson and Rae 

mandates. With members drâwn from banks. trade unions. major industries. universities. and 

economic developmnt bodies, the Scottish Economic CounciI (like the Ontario Premier's Councils). 

provided a quick and easily accessible source of feedback as policy issues arose. 
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With rnany simiIarities ktween the Ontario case and that of Scorland. both Wolfe and Swayze 

have exarnined whether Ontario's policy expenences in recent years indicate the emergence of a 

negotiated order. Wolfe argues that although "the idea of sscroral approaches to industrial and 

training policy has estabiished a foothold in the Canadian industrial culture."" industry 

representatives involved in recent sectoral initiatives did not share the view of those initiatives held 

by government officiais (including Wolfe in his capacity as Secret- to Cabinet for Economic 

Policy). Swayze speaks of a policy trajectory moving in the direction of a negotiated order. but 

concludes that Ontario had achieved only an 'incipient negotiated order' by the time the NDP 

govemment was defeated in 1995. Swayze notes that the Harris govemment which replaced the 

YDP moved quickly with "the elimination of Ontario's incipient industria1 policy."'" 

During both the Peterson and Rae mandates. there was a movement towards sectors as the focal 

points of govemment policy. As suggested by both Wolfe and Swayzr. however. this polic) 

movement did not continue after the defeat of the NDP in 1995. 

1.7 Social Learning and "Third Order" Policy Changes 

Ontario govemments have not had a great deal of experience deli~wing anticipatory industriai 

polîcies such as those outlined in the PCR and the PF. Implemrntation of such policie\ would 

require what Peter Hall has called a "third ordei' policy change.?' requiring significant change at a 

number of levels. Guy Peters notes that achieving cultural change in public administration requires 

cultural change at societal. administrative. and political levels (see Figure 1 . 7 1 . ~  Ln a pnctical sense. 

such change would require the support of the bureaucracy. the business community. and the labour 

community. 

- 

83 David Wolfe. "Negotiating Order: The SectoraI .4pproach to Indusuial Policy in Ontrino." 29. 
83 AMichael Swayze. 'The EvoIution of Ontmo's Incipient Negotiated Order." 27. 
85 David A. Wolfe. "'legotiacing Order." and Peter A. Hall. "PoIicy Paradigrns. Social Learning, and the 

State: The Case of Economic Policymrikjng in Brimin." in Comparative Polirics. 35 ( 1993 1. 275-296. 
86 B. Guy Peters. The Politics of Bureoucraq, 3rd. sd.. (New York: Longman). 41. 



Changes such as those proposed in 

the Liberal and NDP industrial poiicies 

would require societai change, arguably 

of third order magnitude. in order to be 

successfùl. Hall expounded this concept 

in his 1993 work examining economic 

policy making in Britain. David Wolfe 

has shown its applicability to the 

Ontario case. Hall hypothesizes that 

changes in policy making reflect either 

first. second, or third order change. 

Figure 1.7 Culture and Public Administration 
Source: B. Guy Peters. The Polirics of Burea~icrucy. 
3rd. ed.. (New York: Longman), 41. 

Citing Lindblorn" and Wilda~sky?~ Hall notes that fint order change "is likely to display the features 

of incrementalism satisficing, and routinized drcision rnaking that wr normally nssociate with the 

policy process." while "second order change and the development of new policy instruments rnay 

move one step beyond in the direction of stntegic action."" Hal1 notes that "first and second order 

change c m  be seen as cases of 'normal policymaliing.'..adjust[ing] policy without challenging the 

overall t e m  of a given policy pandigm." while third order change. by contrast. "is likely to reflect 

a very different process, m k e d  by the radical changes in the overarching terms of policy discourse 

associated with a 'paradi,gn shift.'" Such a paradigm shift might reasonably be accompanied by. 

or even preceded by, the rmergence of new cultural noms or attitudes. and the development of new 

institutions of goveming. 

Wotfe, applying Hall's concept, concludes that "the industrial policy initiatives launched by the 

Ontario govemment in the early 1990s fa11 somewhere between a second and third order magnitude 

87 Charles Lindblom. Tlle Policy-Making Process, (Englewood Cliffs: Prentice Hall, 1968). 
88 Aaron Wildavsky, The Nercp Politics of the Budgeraq Process. (Boston: Little Brown, 1965). 
89 Hall, "Policy Paradigms, Social Learning and the State," 280. 
90 Hall, "Policy Paradigms, Social Learning. and the State." 279. 



of policy innovation."" His choice of words masks the reality identified elsewhere in his paper - 

that the initiatives as conceived and launched (under Wolfe's direction) were perceived very 

differentl y by other sectoral partners. particularly the private sec tor participants. Whether the 

implementation of policies (under both the Liberai and NDP govemments) corresponded to the ideas 

which underlay their conception, is explored further in later chapters. 

How do these concepts of negotiated order and second- and third-order change fit with the 

integrated typology presented in section 1.5? They heip us to navigate meaningfully through the 

typo log^ presented. Evidence of a policy shift from reactive industriai policy to anticipatory 

industrial policy would. for example. suggest change of a third-order magnitude. Such a shift might 

be evident by exarnining the scope and means of poticies undertaken. Where public rather than 

private decisions (or public and pnvate decisions collectively taken) govern a wide range of the 

economy. within a context of a coherent framework for industrial policy, third order change rnight 

reasonably be indicated. 

in the Ontario context, evidence of the establishment of a negotiated order across several sectors 

of the industrial economy would be indicative of third-ordrr change. The industrial policirs 

indicated by both the Liberals and the NDP suggested an intention to move in the direction of 

nrgotiatrd order. Subsrquent chapten note that despite such lofty indications. both governments 

fell short of achieving negotiated order. and thus fell short of third-order change. 

1.8 Conclusion 

This chapter has noted the declining ability of macro level policies to address economic challenges 

of the late 20h century. a development that has opened the door to the pursuit of micro and meso 

level interventions, including industrial policies. Meso level initiatives in particular, are well suited 

to interventionist-provincialist92 policies such as were proposed by both the Liberals and the NDP. 

9 1 Wolfe, "Negotiriting Order." 12. 
92 Leslie, Federal State. National Econonty. 17 1 .  



Several approaches to the analysis of industrial policies were explored in order to develop an 

integrated frarnework. or typology of industrial policy. It is within this framework that the industrial 

policy objectives md subsequent implementation efforts of these two governments can be evaluated. 

The Liberals approached industrial pclicy making frorn a selective interventionist position. with 

social market forces within the party moderating their perspective. The PCR presented reactive 

industrial policy solutions to problems requinng an anticipatory approach. The NDP came to powrr 

with greater expectations of activism. and similarly released selective interventionist policies. despite 

pressure frorn within the party to pursue policies consistent with the socialist approach. 



Chapter 2: Historical, Political, and Economic Context 

2.0 Introduction 

The industrial policy objectives of the Ontario Liberai and NDP govemments. and their subsequent 

implementation efforts, can only be understood in the context of several factors: prevailing economic 

conditions: the increasing appropriateness of regional responses to global economic developments; 

and the historical context in Ontario, Alberta. and at the federal level. A discussion of previous 

periods of activism in these jurisdictions demonstrates a precedent for activism such as was intended 

by the Ontario governments during the period under consideration. This chapter describes these 

influences which set the stage for the industrial policy efforts of the Liberal and NDP governments 

in Ontario. Furthetmore, the roles of key individuals. such as premiers. relevant rninisters. deputy 

ministers, and others. rnust be considered in order to understand their contribution to the proçess of 

policy formulation. 

2.1 Setting the Stage - Expectations of Activism 

Both the Liberal and the NDP governments in Ontario raised rxpectations that they would be 

pursuing activist industrial policies. Although the policy documents released by these governments 

left room for interpretation, both governments appeared committed to move toward government 

involvement in the decisions of Ontario industries, at either the level of the firm. or at the level of 

clusters (Liberals) or sectors (NDP) of firrns. While such involvement seemed ambitious, there are 

several reasons these expectations appeared reasonable in this era. both to those in government. and 

to interested public observers. By extension the question here is whether provincial. regional. or 

subnational governments are suited (or equipped) to undertake such industnal policies. in this case. 

the question is underscored by the fact that the prirnary industrial policy of the federal governments 

of the day (Progressive Conservatives under Brian Mulroney and the Liberah under Jean Chrétien) 



consisted of the pursuit and involvement in successive continental trade regimes (the Canaddnited 

States Free Trade Agreement (FïA).  and the North Amaican Free Trade Agreement (NAFTA)). 

With the fedenl govemment abandoning previous attempts to pursue activist industrial policies at 

the national level, the door was left open to provincial govemments interested in pursuing such 

policies. 

2.1.1 Economic Conditions and the Competitive Region 

The ability of nation states to respond effectively with industrial policies appropriate to the economic 

challenges of the late 20' century is apparently in decline. David Wolfe wntes that "the trend 

towards the globalization of production and the increasing intrgration and interpenetration of 

national markets raises questions about the capacity of nation states to effectively pursue their 

econornic policy objectives."' Similarly, Daniel Drache suggests Canada (as weil as other countnrs 

involved in the global economy). is becoming a "post-national state." with two defining 

characteristics: 

First. a weak national economy since the country's well-being is extenial& determined by 
its export and trade bloc performance. and secondly. a substantial reduction in the ability 
of the state to engage in day-to-day ititernul economic management.' 

Regional. or subnational industnal policies may be better suited to this new sconomy than are 

national policies. Thus, Jurgen Schmandt observes that "several of the key ingredients that 

detennine success in the changed economic environment of the new industrial revolution are better 

served by regional than fedenl policies."' Schmandt's assessrnent of the importance of a first-class 

educational system, infrastructure facilities such as transportation and communications networks ruid 

1 David A. Wolfe. 'The WeaIth of Regions: Rethinking Industrial Policy", (Paper presented to the 
Annual Meeting of the Canadian Political Science Association. Carleton University. Ottawa: 1993). 9. 

2 DanieI Drache, "The Post-National State." in Canadiun Polirics, 2"" ed., lames P. Bickcrton and Alain- 
G. Gagnon, eds., (Peterborough: Broadview Press, 1994). 549. 

3 Jurgen Schmandt. "Regional Roles in the Govemance of the Scientific State," in Groivth Polie? iti the 
Age of Higlt Technology, Jurgen Schmandt and Robert Wilson. eds.. (Boston: Unwin. Hyman. 1991)). 
32. 



the creation of a favourable business climate.'l cm be applied to the Canadian context. whrre 

provincial governments have either sole. or shared, jurisdiction with the federal government over 

these policy areas. indications by both the Liberal and the NDP governments that they recognized 

the importance of these three areas raised expectations that they would actively pursue policies in 

these areas in the context of anticipatory industrial policies. 

The emphasis on regionai econornies reflects spatiaylocational considentions resulting from the 

chmging role of technology and innovation in manufacturing. As the 'economic centre of gavity' 

in North America shifted from the so-called 'Rust Belt' states of the north -- with their focus on 

traditional manufacturing industries - to the 'Sun Belt' states of the south. emphasizing new 

manufacturing technologies, the Ontario economy was forced to adapt. Ontario's heavy reliance on 

traditional manufacturing sectors with declining significance in the global economy. left the province 

~ulnerable.~ Not only did traditional industries have to restructure in order to remain cornpetitive. 

but efforts to counteract the 'sun belt effect' required an emphasis on developing high technology. 

high value-added industries in Ontario. Both the PCR and the IPF reflected an awareness of these 

twin demands. 

As the focus of industrial production changed, the focus for industrial policy shifted to the 

sectoral, or mesu level. Sectoral based industrial policies complement the trend towards colocation 

of distributers, suppliers, and the increasing reliance on just-in-tirne inventories (JIT). further 

reflecting the importance of spatial considerations to the new economy." Lorraine Eden notes that 

"the J I T  system ... imposes certain requirements on supplier-MNE [Multi-national enterprise] 

linkages. Proximity is very important, in order to maintain tight inventory schedules. MNEs must 

4 Ibid. 
5 Auto sector exports (vehicles and parts), and ironhteel exports combined accounted for over 40% of 

Ontario's exports in 1990. Ontario, Ministry of Treasury and Econornics. Oriturio Ecoriornic Ot~tlook: 
Meeting the Challenges. (Toronto: Queen's Primer for Ontario. 1996). 82. 

6 Schmandt, "Regional Roles." 30. 



also collaborate with suppliers in order to schedule production.' The concentration of the NDP 

govemment on sectorai policies, particularly the Sector Partnership Fund (SPF), indicated awareness 

of, while also nurturing, such developments among Ontario's industries. Many respondents 

interviewed for this thesis noted that at senior levels, particularly within Cabinet Office. the sectoral 

focus was seen as the heart of the NDP govemment's industrial policy. 

Both MichaeI Porter and Michael Best have written extensively on the importance and potential 

of industrial sectors8 Porter believrs that govemments could increase the competitiveness of nations 

through a focus on industrial clusters. Best believes that healthy industrial sectors are best fostered 

through an approach combining both cornpetition and CO-operation." 

New ideas present unique challenges to implementation, however. Best provides several clues 

as to why regional/sectoral approaches utilized in other countries - specifically Italy and Japan -- 

might not be easily translated to the Ontario context. in both of thrse countries. there was expertise 

at the bureaucratie level at obtaining the necessary balance between policy creation and 

implementation. Best wntes that "Industrial policy ... depends upon the integration of thinking and 

doing. of thinkers and doe r~ . " '~  Development of that sort of expertise could not be rxprctéd 

overnight: rather, it takes several years of organizational change focused in a particular direction. 

By nature. regiodsector based policies involve a range of actors and interests. Best discusses 

the Emilia-Romagna region of Italy which clearly demonstrates many key differences from the 

Ontario cases studied here. The political situation provides a point of sharp contrast. The province 

of Modena, at the heart of the region, has been govemed by the Italian Communist Party since the 

7 Lorraine Eden. "Multinational Responses to Trade and Technology Changes: Implications for Canada." 
in Foreign Investrnenf, Technology and Economic Growrh. D. McFetridgc. general editor. (Calgary: 
University of Calgary Press, 199 1 ), 148. 

8 Michael Porter, The Comperirive Advanrage of Nurions, (New York: Macmillrin, 1990). and Michael 
Best, The New Comperirion: Insrirurions of Zndustrial Restrucfriring, (Cambridge: Polity Press. 1990). 

9 Michael H. Best, The New Coniperition: Insriturions of Indusrrial Rusrrucruring, (Cambridge, U.K.: 
Polity Press, 1990). 19. 

10 Best, The New Cornpetifion, 268. 



end of the Second World War." This is significant for two reasons. First. is that the govrmment 

has been ideologicall y amenable to corporatist style relationshi ps wi th the industry and labour 

comrnunities. Second is the importance of stability and continuity to the pursuit of industrial 

policies reliant on the consultative/cooperative approach. 

Best's work also draws attention to the special challenges facing regional decision makrrs. 

noting that sector forums are most successful where they can be incorporated into a complementary 

macroeconornic environment. "Sector forums have long existed elsewhere without success .... but 

[have existed] without a link between the industrial policy fonims and other government instruments 

such as macro policy. the banking system and cducation po~icy."'' This concem apparently echors 

the views of Michael Jenkin in the Canadian context, that fedenl and provincial industrial policies 

are most effective if they are complementary. and Atkinson and Coleman's view that although 

anticipatory industrial policies typically emphasize meso-level policies. they effectivrly coordinate 

those policies with micro- and macro- level policies." 

2.1.2 Region as ProvincdState 

One of the strengths of a federal system of government is that i t  allows. rivrn requires. provincial 

govemments to defend the interests of temtorially delineated entities. If the global economy invites 

regional responses to econornic development issues. then provincial govemments are well positioned 

to coordinate, initiate. and implement such responses. Education is one example of a policy field 

critical to competitiveness and wealth creation that falls under provincial jurisdiction. and might. 

therefore, reasonably be a focus for provincial industrial policy. Drache observes that Ontario 

is a powerful actor in its own right ... responsible for broad areas of social and economic 
development such as labour markets, industrial restructuring. pay and employment equity. 
industrial relations, the financial regulation of institutions, technology transfer to firms and 

1 I Best, The New Comperition, 208. 
12 Best. The Nerv Cornpetition, 268. 
13 Michael Atkinson and William Coleman, The State, Brtsiness. and lndrtsrrial Change itr Cuncrdrr. 

(Toronto: University of Toronto Press. 1989). 24. 



enterprises, worker retnining. as well as export assistance to Ontario-based 
business .... There are many initiatives the ...g overnment cm and must take to ... encourage the 
rationalization of whole sectors and industries.'" 

Increasingly, provincial governments are challenged in that they must pursue economic 

development objectives in both a continental and a global context. Strategies and experiences in 

American states can be directly relevant to provincial development strategies. Susan Clarke and 

Martin Saiz wnte that: 

The emergent globai economy challenges conventiond assumptions about state development 
policies. It is clear that economic growth and development processes at the state level now 
must be considered in the context of larger trends ... that investrnent flows and decision- 
makers are international mther than local or national. and that the very nature of economic 
cornpetition and productivity is c hanging ...." 

Not only must provinces and states deal with the challenges associated with globalization. they rnust 

also deal with the reality that their regional difficulties may be seen as less problematic rit the 

national level. Cornrnenting on the American situation. Clarke and Saiz note that "when one region 

prospers while another languishes. most national policy makers interpret the result as short-term. or 

"frictional." unemployment and the p ice  of an open econorny and global comprtitivrness. From 

a national perspective. what is important is the ability of the economic system as a whole to absorb 

workers displaced from traditional manufacturing into new jobs that rillow ri decent standard of 

living."" While this outlook may be lrss true in Canada. it remains valid to argue that national 

prionties tend to focus on 'the bigger picture.' perhaps at the expensr of specific regions. Given 

such divergences in opinion between some statelprovincial policy makers and those at the national 

level. i t  is entirely sensible that responses - in the form of industrial policies -- to the regional 

challenges ansing from a globalking economy, should corne frorn the subnational level of 

povernment. 

13 Daniel Drache. "The Way Ahead for Ontario." in Gerrirtg On Track: Social Dentocraric Srraegies for 
Onrario, Daniel Drache. ed., (MonueaI/Kingston: McGill-Queen's University Press, IgW), 23 1 .  

15 Susan E. Clarke and Martin R. Saiz. "Economic Development and Infrastructure Poticy," in Polirics iti 
rhe American Stares: A Compararive Analysis, 61h cd., Virginiri Gray and Herbert Jacob. eds.. 
(Washington: CQ Press. 1996). 5 19. 

16 Clarke and Saiz. "Econornic Development and Infrastructure Policy," 520. 



2,L3 Historid Precedents for Provinciai Activism 

The historicd and constitutional evolution of the Canadian fderation shows that from tim to t im.  

certain provinces have vigorously defended their consrinitional powers in order to pursuc straugies 

of economic developrnent. Three snidies of Ontario form the bais of a discussion of the role played 

. - 
b~ the Onrario governrnent in fostering economic developrnent.' Historicd p e r d s  in Ontano 

provide benchmarks aLpinst which the efforts of the Peterson and Rat' govemrnents can be masurcd. 

These studies highlight themes centrai ro the anabsis of the industrial policy esperiencss of the R x  

and Petcrson governmznts: use of constirutionai pouers: a-illinpsss to pursue poIicies distinct from 

federal policies; the relationships betwsen the poliricd and cornmrcial dites: and commitmnt and 

involvement by the premier. Expsriences in AIkrta under the premiership of Petsr Loughrrd are 

also documented here. noting in particular thé extent to which provincial policies antithetical to 

federal policies of economic development cm be pursued. 

On tario 

Selles' s m d ~  of 'the politics of deveiopmznt' during rhe p e n d  1819-1941 demonstrates the 

imponance of rhe provincialist-intenentionist pol izies which. in an eulier sra, successi \.s Ontano 

gowrnments pursued in dewloping its narural rzsources- specificaily in f o r s s t ~ .  mning. and 

hydroelzctricity. This early activity on the pan of the provincial scats set a pattern for industrial 

developmsnt in Ontario. the Premier's Council reported in 1988. "our current indusuial jüucturs 

and aronomic skills are the result of our histon;."" Commrnting on Ontarîo's starus as the nation's 

"indusuial heartland." Alan Tupper notes that "Ontario's prosprity is attributable to much mors 

than favouFable federal policies and narural advanrages .... the government of Ontano was pursuing 

17 See H-V. Selles. The Polirics of Dei.elopmenr: Foresrs. Mines. ami H~dro-Elecrric Poh-er in Onrario. 
IM9- 1 W l .  t Toronro: Macmillan. 1974 ). Chnstopher .hnsuong. The Polirics of Federalismi 
Onzario's Relurions hifh the Federal Gor.ernrnenx. 1867-1942. iToronro: Cnivsrsity of Toronto Press. 
198 1 1. and KJ. Rea. 7he Prosperous Years: nie Economic Hisron. of Onrario: 193% 75. i Toronto: 
University of Toronto Press. 1985 ). 

18 Premier's Council. Cornpering in the Se\s. Global Econom?.. 1 1 .  



policies of public owmership. resource processing within provincial boundaries. and assistance to 

induse  early in this cent~ry ." '~  

Nelles descnbed a provincial govemment pursuing policies of "economic pro\-incialism" kami? 

amned to the interests of its "business c l ~ e n t s . " ~  Ontario's prïrtxq resource industries. specific;ill>~ 

fores-. rnining and hydrwlecuicity - which collecrivcly becam the focal point for O n t ~ o ' s  

developrnent svdtsp until after NVII  - provided a narural focus for '-the concept of the positive. 

oovemment pursuing anticipatory policies. but in a context in which the provincial statr uas at i l l  at - 
a fairly w l y  stage of developrnent. The policies pursued wsre obviousiy dssiped to sen-r induse .  

consistent with the social market approach more so than the sélective intenationist approach. 

Promotion of indus- was éncouraged between 1897 and 1900 bu povernmnt atwnpts to "dter 

the le-al framework of resource exploitation in such ri way as to comprl users of nacurai resources 

to locate their m;inufacturing establishments within the province."' Xclles identifies five factors 

- - 
influencing the cfféctiveness of this socalled *manufacruring condition':-' 

market conditions: 
thé willinpcss (and ability of business lobbyisü to play federal and pro\.incisl junsdictions 
againsr each other:" 
the inenia of capital kg .  the difficulp of moving rcfinsrics. pulp mills 1: 

the relative legal access of the state to the industn (with direct access more effscti\.s than 
indirect 1: 

the pouzr and ski11 of thosz oppossd to rts application. 

19 Ailan Tuppr. "Federalism and the Potitics of Indusuial Polic?". in l n d u s r ~ i  P o i i q .  .\ndre B l m .  
Research Coordinator. \.olume 44 of the research studiss prepared for the Ro'd Commission on the 
Economic Union and Developrnent Prospects for Canada rToronto: Cniversit? of Toronro Press. 
1986 1.355. 

20 Selles. The Polirics of Der,eloprnenr. 490. 
2 1 Selles. The Polirics of Developme~lr. 1 .  
22 Selles. The Polirics of De~.~loprnenr. 102. 
23 Selles. The Polirzcs of Det.eloprnenr. 1 03- 107. 
4 Selles notes ( IO7 1. for example. the success of Mord Copper at this garne: 

"Mord knew hou ro work the dominion-provincial rnachinen.. By an exceptionail> skiliul playmg or 
rhe dominion-provincial game the company mobilized tfie senior le\.el of ,oo\.emment aganst the 
junior. In the face of many exuemely serious threars from the pto\.inis of Ontario. Launsr s t d  his 
gound .... The coils of federalisrn ihat had given r i x  to Ihe pro\-incial rnanufactunng condition in rhs 
first place could also be engaged to nuliifi it" 



Bradford and Williams offer the following assessrnent of the manufacturing condition applied in 

Ontario: 

in lurnber and hydroelectricity. the success of local business spokespersons in mobilizing 
public support behind their "home manufacturing" and "cheap powerV* campaigns pushed 
the provinciai state to lepislate against the interests of American capital and its continental 
supporters in the Canadian financial comrnunity. Howevèr. the institutions of Canadian 
fededism greatly complicated the implementation of the manufacturing condition. Ottawa's 
free-trade commitments made it il1 disposed to Ontario's 'nationalist' interventions and 
receptive to Amencan complaints-l-' 

Despite the fact that Neiles described the manufacturing condition as a "qualified failure." the failure 

of this particular insuurnent of econornic developmnt should not be equated with an ovcnll policy 

failure. The govemment's pro-business approach was clearly favourable to econornic deveiopmcnt. 

even if at the expense of other societal interests: 

[Tlhe Ontario government's attitude towards broader social and political issues. such as 
unemployrnent. industrial unianism. federrrlism. and pubIic finances closely approximated 
business views on these same subjects. The Ontario interest in these mattèrs was its 
business interest. and there were no more prominent businessmen in provincial counsrls 
than those of the mining. forest products and hydro-elecuic industries. Patemal govemmnt 
departments and political friendships ptrmitted businessmen to use the state to stabilize. 
extend and legitimize their economic power.'6 

Liberal Premier Mitchell Hepburn ( 1934- i 912) had a personal rrlationship with various 'mining 

men' that left him open to charges that he put their interests ahead of the broader public interest: 

"Hepbum hl ly  shared the values and esprit of the mining milieu. From the point of view of his 

fnends. he could be counted upon to protect their interests."" Hepburn was willing to c a p .  his 

loyaIty to his 'friends' into the federal-provincial ruena, pressing the federat govemment to 

relinquish a sizable portion of the taxes imposed on resource industries to the provinces. X reduced 

tax burden was intended. Nelles observed that "the point here is not that the mining cornrnunit~~ 

instigati-d the famous breach between the federal and provincial government during the late thinies: 

25 Neii Bradford and Glen Williams. "What Went Wrong? Explaining Canadian Industndization." in rire 
Ne\v Polirical Economy. Wallace Clement and Glen Williams. eds.. (MonueaUKinpston: McGill- 
Queen's University Press. 1989). 6 1. 

26 Nelles. The Politics of Deveiopmenr. 327. 
27 Ibid., 439. 



instead it is to be observed how the doctrine of provincial rights directly sewed the interests of the 

miners."" bielles suggests that "During the 1930s. the govemment of Ontario became. in effect. the 

client of its industrial tenants." sharing a "bond of sympathy."" 

The Ontario Hydro-Electnc Power Commission enjoyed a unique relationship with the 

govemment of Ontario. since it was. ifself. a branch of the executive. Throughout Hepburn's 

mandate as premier. proposais for the development of the St. Lawrence Seaway became a focd point 

for federal-provincial tensions. with Ontario reluctant to proceed with such an expensive projsct at 

a tirne when provincial hydro power was in abundance. Nelles notes that the issue of hydro- 

electricity set the tone for dominion-provincial relations: 

The needs of Ontario Hydro. then, carried considerable influence in the determination of 
Ontario's attitude towards fedenlism. Differences between Ottawa and Toronto ovrr hydro- 
electric questions quickly became differences over constitutional questions.% 

Tensions arising from the Seaway issue also poisoned the atmosphere in which the Royal 

Commission on Dominion-Provincial Relations ( RoweIl-Sirois Commission. 1940) discussed vanous 

forms of federaiism. 

Nelies's assessrnent of the relationship betwern govemment and business in Ontario is neatly 

sumrnarized in the following words: 

Together these business groups fashioned the image of Ontario. It was mutual business -- 
mining. newsprint and hydro - that forged the mis  that revolved betwern Hepbum and 
Duplessis. Businessmen and bureaucrats ... dictated the response of government to ri v u t  
arny of social. economic and political problerns. Provincial rights was good business. and 
business was politics." 

Like Nelles, Christopher Armstrong explains that the Ontario government was willing to use al1 

tools at iü disposal under the constitution to funher the cause of resource development. evsn if that 

rneant conflict with either the federal govemment or the American govemment. Armstrong observes 

the perception that Ontario has been well sewed by Confederation: 

28 Ibid.. 5.  
29 Ibid., 362,463. 
30 Ibid., 486. 
3 1 Ibid., 487. 



To Canadians living in other provinces it has always seemed that the citizens of Ontario 
have every reason to be pleased with the way in which Confederation has worked. Yet 
Ontario can lay claim to the title of heart and sou1 of the movement for provincial rights. of 
the effort to defend local autonomy against federal interference." 

This history dates back to the early days of Confederation, particularly under the Premiership of 

Oliver Mowat. between 1872 and 1896. Christopher Armstrong summarizes Mowat's approach to 

building 'Empire Ontario:' 

Ontario has generally been satisfied with national development programs such as the 
protective tariff, which greatly benefited the region, but whenever such policies have failed 
to meet its needs. the provincial government has not hesitated to try to substitute its own 
programs for those of Ottawa. The result has been federal-provincial conflict. especially 
over resource development p~licies. '~ 

[Successive Ontario Premiers] sought the widest possible sphere of independence in shaping 
policies designed to promote the econornic growth of the province. particularly through the 
development of natural resources. where ownership of lands. forests. and minenls gave the 
provincial government great authority." 

Realizing that the constitutionai arena would provide the focus for future fedenl-provincial conflicts. 

Mowat actively pursued a constitutional veto for Ontario. Tensions between fedrral and provincial 

govemments were created and exacerbated by jurisdictional squabbles at the bureaucratie level. and 

by the tendency of private interests to play one level of govemment off against the other. Armstrong 

relates the ongoing power struggles between Ottawa and Ontario. citing 

a series of acrimonious disputes over the way in which the federal system should operate. 
disagreements which were settled mainly on Ontario's terms with a consequent diminution 
of federal powers. As a result, the federal system did not function in the way that the 
Fathers of Confederation had envisaged, because the provinces through political activity and 
through the decisions of the courts were gradually recognized as CO-ordinate jurisdictions 
with the central govemment. fully sovereign within their sphere of authority and not at al1 
like the glorified municipalities originally envisaged." 

Although Armstrong builds on the work of Nelles in several respects. it is his expansion of the 

32 Chnstophet Armstrong. The Politics of Federalism: Ontario's Relarioris wirh the Federd Gat.errtnrenr. 
1867-1942, (Toronto: University of Toronto Press. 198 1 ). 3 .  

33 Ibid.. 4. 
34 Ibid., 233. 
35 The notion of provincial and central government as CO-ordinate sovereignties, "separate but equal to 

one another," was confirmed by Lord Watson's decision in The Liquidators of the Maritime Bank of 
Canada W. rhe Receiver-General of New Bruriswick (1892). cited Ibid.. 22. 



discussion of Amencan invotvement in Canadian affairs - inchding constitutional affairs - which 

is most enlightening. Their work invites cornparisons with a later period: the relationship betwesn 

Ottawa, Ontario, and the American government during the FI'A discussions. Ontario's opposition 

to the agreement undoubtedly nised 'red flags' in the United States. If Ontario had more forcefully 

opposed the agreement (or if it had aggressively pursued anticipatory industrial policies of 'selective 

intervention'as outlined in the PCR, contrary to the 'pure market' or 'social market' direction of the 

FTA). might the Arnericans have pressured the Candian govemment to ensure Ontario's suppon'? 

Armstrong's work shows the precedent for such a response. 

As the 20' century opened. Arnerican interesrs actively lobbied the Canadian fedrral govemment 

to exercise its power of disalIowance over Ontario's 1900 plans to amend the Mities Acr to impose 

a prohibitive tax on al1 ore exported from Canada. They believed that the new tax would effectiveiy 

be an expon duty. and thus an unconstitutional attempt by the province to reelate  trade and 

com~nerce.'~ With the federal govemment willing to invoke disallowance. the province agrerd to 

refer the Mines Act to the Supreme Court. a step made unnecessary when it was decided to not 

proceed with the legislation. American interests had successfully mobilized the federal govemment 

against the policy objectives of Ontario. 

The attempts by interest groups - both Amrrican and Canadian - to play one lrvel of 

government against the other exacerbated tensions between the govemments of Ontario and Canada. 

adding an interesting dimension to 'the politics of federalism.' This theme is further explored in 

subsequent chapters as a factor in the politics surrounding Ontario's recent industrial pol icy efforts. 

Ken Rea's study of Ontario's econornic history - covering the penod from the Second World 

War to the rnid 1970s - further demonstrates the importance of naturd resources to control of the 

economy by the provincial government. As exploitation of Ontario's natural resources reached a 

36 Ibid., 43. 



plateau." the role for the provincial govemment in the economy became much less clear. The 

federal government had effectively taken control of the national economy during the war years. 

clearly intending to continue this trend following the war through the use of fiscal and monetary 

policy. Rea notes that: 

The appropriate role of the provincial govemment was not so clear. panly because of the 
constitutional uncertainties inherent in the country's federal system. but also because the 
theory of economic management was not articulated for subnational units in the way that the 
Keynesian doctrine was for a nation as a ~ h o l e . ~ '  

Despite provincial intervention in virtually ail areas of economic activity. and continued 

prosperity throughout the 35 yzar period documented by Rea. there is little evidence that the 

province was able to take control of its economic development in the period following World War 

II. Instead, the generous application of the federal spending power convinced Ontario to 'share' 

responsibility where fedenl and provincial interests could be reconciled. despitt: repeated provincial 

statements indicating an unwillingness to give up its decision-making powers to the central 

govemment. 

Further evidence that the province had lost control of its economic destiny could be seen in the 

reaction to the early development of the 'global economy.' The movement to freer tride, the 

development of trading blocs, and particularly the zmergence of south-est Asian producers of 

clothing. footwear, and consumer electronics created a deep sense of uncertaint~." This uncertain 

economic rnvironment continues to concem both govemments and producers in Ontario today. 

Rea emphasised that the failure of the Ontario governrnent to control the direction of economic 

development during 'the prosperous years' (1939-1975) resulted from the la& of a clearly 

articulated provincial vision: 

In the absence of such purpose, partial planning exercises were doomed to be nothing more 

37 According to Rea, Hepburn felt there was little the provincid state could do to alter this "plateau" of 
development. K.J. Rea. The Prosperous Years: The Economic Hisron of Onrario: 1939-75. (Toronto: 
University of Toronto Press. 1985), 16. 

38 Ibid., 16. 
39 Ibid., 195. 



than responses to particular requirements and pressures ... industrial strategy became an 
empty declaration of good intentions. The inability to develop any set of coherent goals for 
the economy as a whole was of course partly a consequence of the federal-provincia1 
division of p ~ w e r s . ~  

The inability to enunciate a coherent anticipatory industrial policy prevented govemments in the 

post-war yeius from playing a critical role in shaping the provincial economy. This theme is 

revisited throughout our discussion of the Peterson and Rae years of government. as both 

govemments struggled to enunciate an anticipatory industrial policy that was clear in its intentions. 

The studies by Nelles. Armstrong, and Rea paint a picture that suggests that provincial 

govemments are best able to shape economic development when the policy tools in use are held 

cxclusively by the provincial government. The success of development policies centering on 

resource extraction and processing cleariy demonstrates this. As a provincial economy matures. 

however. reliance on primary industries ceases to be suffic ient. Thus. uncertainties introduced by 

factors such as free trade and the ernergence of huge trading blocs (Europe. Asia-Pacific. North 

America). require a new set of policies if provincial govemments hope to be able to shape the 

developrnent of provincial economies. 

Discussion above noted Ontario's early history of provincial activism. Canadian federrilisrn. 

however. has evolved significantly since the period studied by Nelies and Armstrong. More recent 

rxamples of provincial activism demonstrate the continued ability of provincial govemments to 

pursue activist provincial development policies through concened efforts at 'province-building.' 

The Lougheed years ( 1971- 1985) represent a landmark period in the province-building movernent." 

30 Ihid.. 25 1. 
4 1 The terrn 'province-building,' which acts as an implicit point of cornparison for this study. was first 

coined by Edwin R. Black and Alan C. Cairns, "A Different Perspective on Canadian Federalism." in 
Canadian Public Adniinisrrariori. Vol. 9. # 1 ,  M a c h  1966, 27-44. The most thorough critique of the 
'province-buiIding' concept is offered by R.A. Young. Philippe Faucher, and André Blais. 'The 
Concept of Province-Building: A Critique." Canadian Journal of Polirical Science. 17:4 ( 1983): 783- 
818. 



This province-building often occurred through policies and initiatives mnning counter to policies 

pursued rit the federal level, notably the attempt. culminating in the federal National Energy 

Program, to clairn an increased share of oil revenues at the federal level. Alberta has demonstrated 

a willingness to put provincial interests ahead of nationaI interests. In this respect. it appears to 

difier from Ontario. whose interests during the latter half of the ?Oth Century are often cquated with 

the 'national interest.' Alberta has historically been seen as a counterpoint to 'Central Canada.'" 

The implicit question suggested by this cornparison is this: "What c m  we learn from Alberta's 

successes in pursuing econornic development policies ( often at odds with the federal govemment ). 

that heIp us understand the relative failure of the Peterson and Rae govemments in Ontario to pursue 

similarly activist agendas?" A bnef overview of the province-building literature illuminates this 

issue. 

In their seminal article on province-buiIding, Black and Cairns note the importance to a more 

complete understanding of Canadian politics of recognizing 

the creation and effects of social, poli tical. and physicat communication networks within the 
provinces. the growth of regional economies with international as well as national ties. and the 
burgeoning provincial bureaucratic and other elites which confidently manage state systems 
bigger in scope. cornpetence. and importance than some foreign sovereignties." 

Since federal powers peaked in the immediatr post-war yrars. a series of 'province-building ' 

efforts have caused the 'balance-of-power pendulum' to shift in the direction of the provinces. 

Arguing that "probably the most important aspect of province-building concerns the growth of 

influentid provincial elites in politics. administration. and resource-based industries."+' Black and 

Cairns further observed that the redistribution of bureaucratic expertise had removed much of the 

paternalistic. hierarchical dimension of the fedenl-provincial relationship. Understandably. as the 

provinces built up their expertise, they found it increasingly diffrcult to accept federal incursions in 

42 See John Richards and Larry Pratt, Prairie Capiralisnr: Power arrd iriflirenccr in iIie N m t  West. 
(Toronto: McClelland & Stewart, 1979). 

43 Black and Cairns. "A Different Perspective." 27-28. 
44 Black and Cairns. "A Different Perspective." 40. 



areas of provincial jurisdiction. With provincial incentives for CO-operation declining. and the range 

of governments' plans and expectations growing, policy-making through CO-operation and 

consensus-making becarne not only Iess possible, but also less desirable to those provinces capable 

of pursuing their own development policies." 

By the early 1970s. the province-building movement was in full swing in severaI provinces. 

Richard Simeon's Federal-Provincial Diploniacv: The Making of Recenr Policy in Cariada notes 

that "Canada's ten provinces are vigorous, activist units, jealous of their powers and anxious to use 

them."'6 The coincidence of this inclination with vast resources (natural, administrative and 

financial) formed the foundation for Alberta's development. 

Implicitly, when one level of government gains powers, the other loses. if not absolutely, then 

certainly relatively. Brodie and Jenson explain that: 

Throughout the seventies, Ottawa Iost its power to manage the national economy as the 
provinces began to implement their own development - or "province-building" - strategies 
to achieve the economic diversification that had been denied them by over a century of 
federal economic policy-making .... Throughout the seventies. the premiers of the resource- 
producing provinces, especially in the West, introduced and popularized an alternative 
vision of Canadian development, one which emphasized decentraiization of the federal 
governments' economic prerogatives. market-driven economic development. and accelented 
continental economic integation." 

Alberta is often seen as an enclave of right-wing, laissez-faire. mti-Ottawa govemments. whilr: 

Ontario is often perceived as Little more than a puppet of the federal go~ernrnent."~ Although there 

have been instances when such characterizations were largely a~curate,"~ Allan Tupper and Roger 

Gibbins argue that stereotypes of Alberta are unfair: 

Ibid.. 42. 
Richard Simeon, Federal-Provincial Diplomacy: The Makirrg of Recenr Policy iri Cmnda. (Toronto: 
University of Toronto Press, 1972). 10. 
Janine Brodie and Jane Jenson, Crisis. Challenge & Change, 2nd ed.. (Ottawa: Carleton University 
Press, 1990). 298. 
Some would argue that it is the other way around -- that it is the federal government which is a puppet 
of the province (but not the government) of Ontario. 
The positions of these governments in the round of discussions leading to the Consrirrtrion Act. 1982. 
with Alberta a member of the "Gang of Eight," and Ontario siding with the Federal government. even 
across party lines, is a case in point. 



Perhaps the strongest stereotype of Alberta politics is the alleged political consenatism of 
its people and their governments' apparent preference for "right wing" pol icies. But 
Alberta's Progressive Consewative governments have been and remain interventionist. 
especially in their efforts to alter the province's economic stnicture; the interventionist state. 
in Alberta as elsewhere. has been a potent weapon in the hands of arnbitious e l i t e~ . '~  

The province's reputation as an island paradise of free enterprise in a Canadian sea of 
interventionism reflects neither historicai traditions nor contemporary realities. Successive 
Alberta governments have been deeply committed to the development of economic 
infrastructure. public education. provincial resources and a welfare state. subject in each 
case to the opportunities and constraints imposed by federalism. A particular skill of 
successFul Alberta politicians is their capacity to wed the rhetoric of Iimited government 
with the practice of active g~vernment.~' 

In Prairie Capitalism: Power and Inff~ience in the Neir. Wrsr.'' John Richards and Lamy Pratt 

examine the ernergence of 'provincial entrepreneurship.' in which the govemments of Alberta and 

Saskatchewan acted together with (and on behalf of), an emergent local bourgeoisie to develop 

bountiful natural resources thus capturing significant economic rents. These governments were 

prompted to act by what they perceived as a "fundamental encroachment by Ottawa upon provincial 

jurisdiction over reso~rces."~' 

Richards and Pratt attempt to debunk the predominant perception that provincial economic 

development efforts should be seen as impediments to national development. Instrad. they argue 

that provincial governments should be seen as "competent. relatively autonomous agents of 

economic development." and that Alberta's actions were both effective. and appropriate. 

The industrial policy pursued by Alberta dut-ing the Lougheed years was described by Richards 

and Pratt: 

[Ulnderl ying the specific instances of state entrepreneurial activity in Al berta. we crin 
discern a relatively coherent development strategy which is best described as the provincial 
equivalent of economic nationalism -- the ideological emblem of a nsing middle class. 
Alberta's economic provincialisrn. with its emphasis on the use of the state to foster an 

50 Allan Tupper and Roger Gibbins, "Alberta Politics: Change and Continuity." in Governmerir and 
Politics in Alberta. Allan Tupper and Roger Gibbins, eds.. (Edmonton: University of Alberta Press. 
1992). xv. 

5 1 Ibid., xxv. 
52 John Richards and Lany Pratt, Prairie Capiralisni: Portver and Inflrrence in the Nert. West. (Toronto: 

hlcCIelland & Stewart, 1979). 
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indigenous industrial-technologicd core in the West. shouId be interpreted as the frustrated 
reaction of a hinterland elite to the unequal diffusions of industry, wealth. and power in the 
national political economy." 

Pratt further cited key components of a provincial industrial strategy as presented by Peter Loughred 

to the Calgary Charnber of Commerce in 1974: 

Alberta had a decade to diversify, Lougheed argued. adding that the government's 
development strategy was rooted in three fundamental objectives: 'The first one is to 
strengthen control by Albenans over our future and to reduce the dependency for our 
continued quality of life on governments. institutions. and corporations directed from 
outside the province. Secondly, to do this as much as possible through the private sector and 
only to move through the public sector if the private sector is not in a position to move in 
essential new directions and then only in exceptional and very specific circumstances. And 
thirdIy, to strengthen cornpetitive free enterprise by Albertans which to us means giving 
priority to our locally-owned businesses.' '' 
Garth Stevenson explicitly identifies the Lougheed period in Alberta, in which the government 

pursued complementary goals of economic development and representation of business interests. as 

analogous to the early years of this century in Ontario. as studied by Nelles and Armstrong.'" 

Richards and Pratt also draw a cornparison to the use of the 'manufacturing condition' in Ontario. 

with the province inducing resource developers to process timber. nickel and other resourcces in 

Ontario. in an attempt to make the transition to a modem industrial economy. Alberta's strategy 

sought to encourage the development of industries enjoying backwards and forwards linkages to the 

oil industry. such as various petrochernical industries. Abundant resource rents captured during the 

world-wide energy crisis of the early 1970s were pooled in the Alberta Heritage Savings Trust Fund. 

which soon grew to a multi-billion dollar source of seed capital for industrial diversification. 

That the "industrial heartland" epitomized by Ontario had been at a comparable stage of 

developrnent several decades earlier was not lost on Alberta policy makers. suggest Richards and 

Pratt: 

Ibid.. 2 16. 
Larry Pratt, citing Peter Lougheed's speech to the Calgary Charnber of Commerce, 'Alberta's Industrial 
Strategy,' September 6 ,  1974, in 'The State and Province-Building: Alberta's Development Strategy." 
in The Canadian Stute: Polirical Economy and Political Power, Leo Panitch, ed., (Toronto: University 
of Toronto Press, 1977), 149. 
Garth Stevcnson, Unfidjilled U~iion, (Toronto: Gage, 1979). 99, and note 17.99. 



[qhe  target against which this development strategy is primarily directed is central Canada. 
We are describing a classic stmggle between a new rising capitaiist class and an older 
entrenched bo~rgeoisie.~' 

Alberta's determination to succeed economically was enhanced by a perception that Central 

Canada's economic strength had been built at their expense. and contributed to the adoption of ri 'no 

holds barred' approach to economic development. The constitutional powers enjoyed by the 

provinces over natural resources were fully utilized by Lougheed's governrnent in an effort to 

consolidate and extend control over its resource base? Richards and Pratt discuss the connection 

between Alberta's position in constitutional politics and their economic policies: 

There is a close relationship between Alberta's rising economic power and its defensive 
stance on political and constitutionai decentralization. Alberta's pol itical eli tes favour 
strong provincial govemments as a buffer against a federal authonty perceived as the 
predatory instrument of central Canadian interests. They do not favour the reform of federal 
institutions, such as the Senate. as a strategy of increasing representation in Ottawa: this. 
they fear. would wraken the position of the provincial g o ~ e r n m e n t s . ~ ~  

Any analogies drawn between the Alberta experience and the period studied here in Ontario. 

however, largely break down at the level of specific constitutional reform efforts. where both 

Peterson and Rae subordinated Ontario's provincial interests to a broader national intrrest in 

constitutional discussions. 

Bradford and Williams offer a comparative assessrnent of Prairie Cupirulisrn and Nelles' 

Polirics of Development: 

Whereas NeIles highlighted the blockages. located in both the institutions of federalism and 
the power exercised by transnational corporations, to full implementation of Ontario's 
industrial strategy, Richards and Pratt played down these issues. Concluding that "the ideas 
of politicians and the actions of governments ... mattered most of all" in stimulating regional 
entrepreneurship, they assurned that the provincial state had considerable autonomy from 
any particuiar societal interests and stressed its administrative capacity to formulate and 

Richards and Pratt, Prairie Capitalism. 2 16. 
Natural resource concerns served as a primary concern of Lougheed's in the constitutional debates of 
1978- 198 1. leading to the inclusion of section 92A in the Consritirrion Act. 1982. further discussed in 
Chapter 2. 
Richards and Pratt, Prairie Capitalism, 300. Note. however. that in recent constitutionid discussions 
the Alberta government has championed Senate refonn in the direction of a so-called 'Trl~k E Ssnate" 
(Effective, Elected, Equal ). 



implernent strategic 

While an obvious cornparison c m  be drawn between the natural resource-led development of 

Lougheed's Alberta and Ontario dunng the years documented by Nelles and Armstrong. it  becomes 

much more difficult to identify similarities between the Lougheed years and 0nta.rio between 1985 

and 1995. While cleady a resource-based strate= of provincial development has proven successful 

in the past. it is also possibk that there are other factors which contribute to success. which the 

recent Ontario examples might (or might not) share. The above quotation suggests that control of 

natural resGurces may not be as important to the successful pucsuit of an 'industrial policy' as are 

clear ideas. and the political conviction to tum those ideas into action. The importance of political 

cornmitment at the highest Ievel (Le. provincial premier) to the implementation of an industrial 

policy should not be underestimated. 

Cornparisons drawn between Alberta and Ontario allow us to draw conclusions which extsnd 

our understanding of the viability of provincial industrial policies within the Canadian fedrral 

system. The Alberta case highlights the fact that despite non-complementary federal policies. 

provincial industriai policy activism is possible in the latter part of the 20th century. The province- 

building movement suggests that the Peterson and Rae governrnents could have pursued activist 

industrial policy agendas. However, despite historical precedents in Ontario and Alberta. and 

despite the congruence of provincial and regonal interests. and the importance of 'region' to the new 

global economy . both the Peterson and Rae govemments failed to proceed aggressivel y with 

provincial industrial strategies. 

2.1.4 Federal State, Continental Economy 

Ontario's industrial policy efforts under the Peterson and Rae governments were shaped by historical 

and contemporary federaI econornic development policies. Three phases of federat economic 

-- - - - 
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development policy, and the impact of federal policy on the provincial Liberal and NDP 

governments in Ontario. are explored below. These phases included: a)  the pt-riod before free trade. 

from 19724983, during which the fedenl govemment attempted to forge sectoral industrial policies 

from 1972 to 1979. and subsequently shifted focus towards a National Energy PoIicy (NEP) and 

several 'rnega-projects' between 1980-1983: b) the pursuit of continental free trade agreements 

brtween 1984-1993. and the reaction of the Liberal and NDP governments to such trade regimes: 

and c) the overlapping development of alternative industrial policy visions such as the 'Prosprrity 

Ini t ia t i~e '~ '  between 199 1 - 1995. Federal economic development initiatives shaped both the 

formulation and implementation of provincial Liberal and NDP industrial policies. 

Federal Industrial Policies: Before Free Trade, 1972-1983 

Failed federal attempts to forge sectoral industrial policies Ied to the abandonment of such 

at the federal level. in Cavour of free trade initiatives. In abandoning activist industrial po 

initiatives 

~licies. the 

federal government left the door open to provincial governments to f i I l  that policy void. Ontario's 

efforts to pursue industrial policies betwitcrn 1985 and 1995 must be examineid in this context. 

A number of economic and political factors convrrged early in the 1970s. demanding a response 

h m  govemment. Principal among these factors were the 'energy crisis.' the emrrgence of 

'stagflation.' a condition in which high inflation coincided with high unemployment. and the 

reatization that the Canadian economy was being increasingly dorninated by American capital. 

Richard French describes this context in which the federal government made its most ambitious 

foray into industrial policy-making: 

New and more complex kinds of decisions were nrcessary to minimize. for example. foreign 
debt and foreign investment. to econornize on expensive and finite naturd resources. and 
to distribute developrnent to underdeveloped regions. The objectives and criteria infoming 
such choices would, according to some observers. be the essential elements of an industrial 

6 1 See Canada, Prosperity Secretariat. Depanment of Indusuy, Science and Technology, Prosperi~.  
Through Comperitiveness, (Ottawa: Minister of Supply and Services Canada. 199 1 ). 



Two industrial strategy alternatives emerged: the 'free trade* camp. led by advocates within the 

Economic Council of Canada. and the 'technological sovereignty' camp. led frorn within the Science 

Council of Canada. French notes that: 

A Canadian industrial strate0 based on technological sovereignty would recognize that 
technological progress is essential to socio-economic development. that this implirs an 
explicit. agressive technology policy which must take priority over other policies, and that 
"Government 'intervention' at al1 levels is essential to reach the goals implied by 
technological sovereignty . .."63 

While this debate brtween federal advisory bodies raged. the reaction at the federal political 

Ievel was ambivalent. French notes that after an initial period of enthusiasm for 'industrial 

strategies' at the cabinet level. successive ministers of industry betwren the penod 1972-1979 

distanced thernselves from this position: "early enthusiasm followed by prolonged anti-clima."* 

At the bureaucratie level. however. the rnachinery of govemment had been actively moving towards 

sector-based assessrnent of the challenges facing Canadian industrial sectors. This process was 

notably in direct response to the govemment's involvement in the Tokyo Round of G A ï T  

negotiations. Sector profiles had been created by staff of the Depanment of Industry. Trade and 

Commerce (IT&C) for approval by an interdepartmental cornmittee of ministers. The result of this 

process was the establishment of twenty-three sectoral task forces (the so-called Tier 1 task forces). 

"each composed of management. labour, academic. federal and provincial representatives.. .. [who 

met] to elabonte a sectoral stratepy for each industry."" Subsequently. Tier 2 cornmittees were 

fonned to deterrrtine govemment actions appropriate to the hlfilment of the Tier 1 sector stntegirs. 

Any fonvard mornentum coming out of the Tier 1 and 7 processes was halted by the 1979 

62 Richard D. French, How Ottawa Decides: Planning and Indusrriul Polie!-making 1968-1980. 
(Toronto: Lorimer. 1980). 93. 

63 French, How Ottawa Decides, 98. citing J.N.H. Bntton and J.M. Gilmour, The Weakesr Link. A 
Technology Perspecrive on Canadian Ind~rstrial Underdevelopntenr. (Ottawa: Sc  iencc Council of 
Canada, 1978). 162. 

64 French, How Otrawa Decides. 108. 
65 French, How Ottawa Decides. 122. 



election campaign and the subsequent defeat of the Liberal govrmment. Atkinson and Coleman note 

that a series of demands combined to derail federal industnal policy efforts dunng the 1970s: 

The rhetoric of 'industrial strategy,' which echoed in bureaucratie offrces and cabinet 
cornmittee rooms in the early 1970s has since been replaced by a piecemeal rationalization 
of particular projects. The technical, administrative and. political demands of 'across-the- 
board' anticipatory policy were simply too g ~ e a t . ~  

While there did not emerge from this process anything resernbling a national anticipatory 

industrial strategy. the legacy of these sectoral processes was the establishment of a precedent of 

addressing industnal policy at the sectoral level. While the initiatives proposrd as part of the 

sectoral consultations did not approach the level of state involvement documented by Michael Best."' 

an acceptance of sector-level policy-making in one sense paved the way for later developments. both 

federally and provincially. while also arguably sounng sorne business and govemment interests on 

the idea of anticipatory industrial policy. David Wolfe notes that the procrss of srctoral-lcvel 

consultation that was the cornerstone of the NDP industrial policy was made easier by federal 

initiatives such as the sectoral-level input into the Canada-United States free trade discussions 

(through the Sectoral Advisory Groups on International Trade. or SAGITs). and sectoral discussions 

as part of the Mulroney governrnent's Prosperity Initiative. discussed above. Indeed. Wolfe notes 

that "in at least one instance, the provincial consultation pigabacked directly on the federal advison 

pro ces^."^' Although sectoral level consultations had been undenaken previously in the Canadian 

context. the presence of organizational machinery provides no paranter that substantive change 

(third-order change?69) will be possible. 

The re-election of the Libenls as governrnent at the national level in 1980 signalled the 

beginning of a period of intense federal-provincial con fl ict. with compet ing visions of indus trial 

66 Atkinson and Coleman, The Sfa~e,  Business. and Indusrrial Change, 29. 
67 Best, The New Cornpetition. 
68 David A. Wolfe, "Negotiating Order: The Sectoral Approach to Industrial Policy in Ontario." Paper 
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policy at the centre of the debate. Rather than retuming to the sectoral focus of the Tier 1 and 2 

processes, the federal govemment ernbarked on a series of 'mega-projects' and a new NationaI 

Energy Program (NEP) designed in part to assert control over an energy resource that was 

increasingly falling into the hands of the provincial state. notably in Alberta. 

Federal Policy: Free Trade = Industrial Policy, 1984-1993 

By the tirne the Peteeon Liberals assumed control of the Ontario government in June 1985. with the 

assistance of the NDP led by Bob Rae. the Progressive Conservative fedenl governrnent had been 

in power since September 1984. and had signalled a clear intention to pursue cconornic policies 

whic h differed considerably from those of previous federal Liberal governments. The National 

Energy Program (NEP) was gone; the Foreign tnvestment Review Agency (RRA) had bern 

considerably altered. attracting nther than inhibiting US (and other foreign) investment in Canada. 

The release of the Report of the Royal Commission on the Economic Union and Development 

Prospects (Macdonald Commission) in 1985. favourïng the pursuit of a free tradr agreement with 

the United States. gave the Mulroney Conservativrs a 'rrady-made' industrial policy basrd on frer 

trade and the largely unfettered working of the market system. The frer trade policies of the 

Progressive Conservatives placed their approach to the economy straddling the pure market and 

social market approaches. 

At the national policy level. laissez-faire. continentalist trade policies emerged in the mid 1980s 

as the way to deal with profound changes which had occurred in the world economy since the 

Second World War. Atkinson and Coleman note that within ri decade of the end of the war. "the 

bloom was off the Keynesian rose" and "[tlhe triangular trade relationship changed as the British 

market declined in importance. increasing the significance of bilateral trade with the United 

States."'* 
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The negotiation of the Free Trade Agreement (FTA), and subsequently the North American Free 

Trade Agreement (NAFTA) pIaced the centrality of the US economy to the economic health of 

Canada (and Ontario) at the forefront of policy discussions at both the federal and provincial levek7' 

Given the significant reliance of the Canadian economy on trade with the United States. the 

possibility of US protectionism was feared among Canadian policy makers. Wyn Grant suggests that 

some degree of protectionism is inevitable: 

[N]o one is arguing for completely free trade: rather the hope is that protection can be 
contained within bounds which prevent it frorn undermining the international trading 
~ystern.~' 

Given the negative effects of protectionism on consumers, industrial efficiency. and world trade." 

the Tories felc that a primary policy goal should be to rninimize the risk of its occurrence on a large 

scaie. The FTA was seen as the means to achieve that goal. focusing efforts at the bilateral level. 

rather than aggressively pursuing multilateral trade. 

While protection of Canadian access to US markets was one incentive to pursue free trade. the 

Mulroney Conservatives also wanted to distance thrmselves from the industrial policy efforts of 

previous fedenl governments. Bruce Doem notes that the Conservatives' frrst budget, released in 

May 1985. clearly signalled a rejection of 'old-sty le' industrial policies. The conservative cri tique 

of such policies included the following features: 

generat argument for a reduced role for the state in the economy; 
the aversion to a so-called 'picking winnrrs' approach to industrial policy; 
the conservative approach to free trade which is simultaneously a product of a belief that 
liberalized free tnde is good but also a product of the fear of protectionist forces in the United 
States? 

The desire to move away from previous industrial policy attempts was not entirely based on 

7 1 The Canada-US relationship is sketched in D.V. Smiley, Canada iti Qrres~iori: Federulisnt NI die 80s. 
(Toronto: McGraw-Hill Ryerson, 1980). 269-274. 

72 Wyn Grant, Goveninienr and Indusrry: A Comparative A~ral~sis of the US. Cumdcr. and rhe UK.  
(Aldershot, England: Edward Elgar, 1989), 40. 

73 For a further discussion of these points, sec Ibid., 42.33. 
74 Bruce Doern, 'The Tories, Free Trade and Industrial Adjustment Policy: Expanding the State Now to 

Reduce the State Later'?." in Horv Ottawa Spetids, 1986-87: Tracking the Tories, (Toronto: Methuen. 
1986). 64. 



ideology. however. Partisan politics played a rote also. The free trade option was propelled by the 

Tory disdain for the industrial policy failures of the Trudeau Liberals. Corporate bailouts. the NEP. 

"and the sheer proliferation of an alphabet soup of industrial and business incentive programs 

strongty persuaded the Mulroney Conservatives and key pans of the federal bureaucracy that 

whatever had passed for 'industrial policy' over the past ten to fiftern years was not producing 

demoiistrable positive results."" Doem notes that efforts were made to "panially move away from 

old-style industrial policy grantsmanship and to embrace aspects of the spirit of the new adjustment 

approach."'" 

Ontario's Reaction to Free Trade 

The Pererson Liberals' reaction to the Canada-United State Free Trade Agreement and the reaction 

of the NDP to the North American Free Trade Agreement were both rooted primarily in politics. 

Neither party wanted to be seen to be letting the Ontario economy face the potential negative 

consequences of free trade without a fight frorn the provincial govemment. This was paniculariy 

important to the NDP. with its traditional reliance on organized labour. which was outspokrn in its 

opposition to both agreements. Despite vocal opposition to thesr agreements. neitht-r govrrnrnçnt 

appeared concemed that free trade agreements would inhibit subsequrnt industrial policy efforts -- 

as presented in the PCR and the P F  - at the provincial levei. 

The Peterson Liberal Reaction to the FTA 

The Petenon govemment's reaction to the Free Trade Agreement negotiated between the Cana( 

and American governments indicated an ambivalence about ideology within the governrnent ranks 

that was to repeat itself during the debate over the PCR agenda. The response of the govrmment to 

the FTA was indicative of a party planted in the ideological centre (between the social market and 

75 Doern, 'The Tories. Free Trade and Indusuial Adjustment Policy", 65. 
76 Ibid.. 83. 



selective interventionist positions in the modified typology of chapter 1, Figure 1.6). unwilling to 

take an unequivocal position either strongly in favour of, or strongly in opposition to, the agreement. 

Indeed. even the demonstrated opposition to the F ï A  appears to have had as much to do with 

dornestic politics as with its implications for the province's economic health. Moreover. although 

there was much academic discussion expressing concen that the F ï A  might inhibit provincial 

economic development efforts. this concern was apparently not shared by the government. which 

proceeded to unveil anticipatory industrial policies explicitly claiming to be equally relevant in the 

context of a free trade agreement. 

Attorney General Ian Scott noted in the province's 'legal audit' of the iTA that the agreement 

7- 

altered the federal-provincial balance through both itc substance and its process of negotiation." 

Ron Watts noted that the agreement would quite directly influence Ontario: 

The Canada-US Free Trade Agreement is likely to have a vrry significant impact on the 
relative roles played by the federal and provincial governments in the control of the 
economy and international trade relations. and also upon future relations between the 
historically dominant economic centre representrd by Ontario whose govrmment opposed 
the agreement. and the different pet-ipheries represented by the West. Quebec and the 
Atlantic provinces. whose governments were generaily supportive of the agreement .... 

The Canada-US Free Tnde Agreement has significant implications for Canadian fedenlism 
in terms of its impact upon regional relationships within Canada. upon the jurisdictional 
balance betwren the federal and provincial govemmrnts. and upon the  intergovernmental 
processes for negotiating trade agreements .'* 

If the 'implications for Canadian federalism' outlined both by Scott and by Watts provided the 

Peterson government with a rationale for strongly opposing the FTA, Sheilagh Dunn -- who worked 

with Ontario's Ministry of Intergovemmental Affairs from 1985- 1988 -- argues that Ontario's 

opposition to the FTA was undercut by ' a  desire not to upset relations with other provinces [notably 

77 Ontario. Attorney General for Onmio. The Inipact of the Canada/Uriited States Trade Agrrerrrrnt: A 
Legal Analysis. (Toronto: Queen's Printer for Ontario, 1988). 

78 Ronald L. Watts. 'The Macdonald Commission and Canadian Federalism". in Cunadian Federulisrn: 
fast, Presenr and Fttrrrre, Michael Burgess, ed., (Leicester: Leicester University Press. 1990), 159. 
160-161. 



Quebec and Al berta]."" 

By 1988, Iargely for national unity reasons. Peterson had invested a great deal of 'political 

capital' in building congenial relations with Alberta Premier Don Getty and Quebec Premier Robert 

Bourassa. both ardent supporters of the free trade deal. Thomas Courchene suggests that despite 

Ontario's inclination to oppose the agreement. the provincial government had left itself little room 

for effective opposition to the FTA given the national polarization that would result. According to 

Courchene. the decision to include energy in the FTA was a "brilliant tactical manoeuvre on 

Mulroney's part. In one fell swoop. Ontario's ability to speak out nationally against the FTA was 

substantially circumscribed ....[ qrom the western perspective. the FTA is every bit as much about 

Ontarian hegemony as it i s  about continentalism. Former Alberta Premier Peter Lougheed expressed 

it best when he proclaimed that the energy provisions of the FTA are 'our autopact'.""' The 

combination of t h e  delicate status of the Meech Lake Accord and the energy provisions of the 

agreement prevented the Peterson Liberals from opposing the deal effectively without compromising 

the fragile national entente. 

Keith Brownsey and Michael Howlett suggest that although Peterson may have wished to 

presewe the right to intervene. there was not a matching determination to exercise that right. Rather. 

when push came to shove, as it did dunng the FTA negotiations. Peterson "was willing to cede 

primacy in economic policy and constitutional affairs to Ottawa."*' 

Because the F ï A  was crafted in such a way that few of its provisions impacted directly on 

provincial jurisdiction. an argument couId be put suggesting there may have been M e  that Ontario 

could have done to actually Ml the deal. A repon completed for the Ontario Ministry of Industry 

Trade and Technology in 1985 suggested, however. that strong, detennined opposition to the accord 

Sheilagh M. Dunn, "The Free Trade [nitiative and Regional Strategies." in Canada: Srare of rhe 
Federarion, 1987-1988, Peter M .  Leslie and Ronald L. Watts. eds.. (Kingston: Institute of 
Intcrgovernmental Relations, 1988). 68. 
Thomas J.  Courchene, Rearrangemenrs: The Courcherie Papers. (Oakville: Mosaic. 1992). 29. 
Keith Brownsey and Michael Howlett, The Provincial Stnte: Politics in Cmtadll's Provinces arid 
Terrirories. (Toronto: Copp Clark Pitman, 1992). 148. 



by a province the size of Ontario might have caused the Amencans to puiI out of negotiations: 

If there is any sense of faltering. or any sense that Canada is not whole-heartedly behind the 
effort. the agreement could very quickly be emasculated. Canadian opponents could 
sabotage the effort quite easily if they so  wished." 

The view in the United States was that a free trade deal with Canada should only happen if Canada 

really wanted it (this greatly increased the American bargaining position). The point is clearly 

overstated, because there were many opponents to the FTA who could not "sabotage the effort." 

despite their best efforts. it makes sense. however, that Americans would not have been incerested 

in entering a deal with a country whose industrial heartlandn3 was staunchly opposed to free trade. 

The position of the Ontario government on the F ï A  became increasingly difficult to discem 

following the departure of Patrick Lavelle. Deputy Minister of Industry T n d e  and Technolog. who 

had "almost single-handedly run the province's opposition to the Free Trade ~ g r e e m e n t . " ~  Lavelle 

was subsequently replaced by Gordon Gow. an enthusiastic supporter o f  the deal. In responsr CO 

Gow's appointment. The Globe & Mail stated that "with the appointment of a deputy industry 

rninister who is in favour of free trade with the United States. Ontario is positioning itself to take as 

much advmtage of the deal as possible. although the province still officially deplores it."" Ganh 

Stevenson elaborates on Ontario's somewhat muted opposition to the R A :  

Ontario's Libenl govemment. both before and after the [Free Trade] agreement was concluded. 
suggested on various occasions that the federal government might lack the legal authotity to 
conclude an agreement that would bind the province. These remarks caused somr concrrn in 
Washington, but Ontario did not actually do  anything to block the agreement. perhaps because 
its legal case was weak and perhaps brcause the Ontario business cornmunity g n e n l l y  
supported free trade with the United S t a t e ~ . ' ~  

Edward Nef (Edward Nef Associates) for Ontario, Ministry of Industry. Trade and Ttxhnology. 
Canada-US Free Trade: US Perspectives and Approaches, (Bethesda, Maryland: September. 1955 1. 
29. 
This term is used intentionalIy. It retlects the fact that Ontario's proportion of the national 
manufacturing between 1989 and 1993 ranged between 5 1% and 5 3 9  of the national total. See 
Ontario, Ministry of Finance, "Ontario Economic Outlook: 1994-199s". (Toronto: Queen's Printcr for 
Ontario, 1994), Tables 1 1. 14. The author recopizes that he may be seen as insensitive for drawing 
attention to this fact. 
Globe & Mail, "Free Trride Specialist Quits Bureaucracy." June 8. 1988, AS. 
Globe & Mail. "New Ontario bureaucrat a supporter of free trade," Aug. 13, 1988, B2. 
Garth Stevenson. "Federalism and Intergovernmental Relations," in Canadan Politics in the 1990s. lIrJ 
ed., Michael S. Whittington and GIen Williams, eds., (Toronto: Nelson. 1990). 389. 



Stevenson's contention concerning the deference of the Ontario govemment to the business 

community suggests that this govemment might have k e n  willing to set aside its policy preferences 

in favour of those held by 'capital.' A more likely exptanation, however. would be that the 

government itself was split between those who favoured a relatively laissez-faire approach to the 

economy. and those who favoured an active provincial state. 

The NDP Reaction to the FTA and NAFTA 

At both the federai and provincial levels. the NDP strongly oppased both the FTA and the NAFI'A. 

Upon taking office in 1990. tittle could be done to prevent the implementation of the FTA. The 

negotiations for the NAFTA were not yet cornptete however. The Ontario NDP position on the 

NAFTA reflected the importance to the party of union support from mature industries such as the 

auto industry and steelworking. During the recession which coincided almost perfectly with the 

early years of the NDP mandate, job losses in mature industries were significant and often 

permanent. In a speech delivered in July 1993 (notably following the June 1993 passage in both 

Houses of Parliament of the legislation for implementing the NAFïA).  Frances Lankin. Ontario's 

Minister of Economic Development and Trade stated that the NDP's opposition to the NAFTA "is 

informed by our experiences with the free trade agreement of 1988 which, along with the federal 

government's other economic policies. such as a tight monetary policy, have had a devastating effect 

on this province. Over 200.000 Ontario manufacturing jobs have been lost sincr 1988."" While job 

losses were the primary focus of the government's opposition. there was also considerable concern 

that the NAFTA represented a threat to the standard of living of Canadian workers. Lankin stated 

that "NAFTA also reinforces a mode1 of international competition based on downward 

harmonization of labour and environmental standards and of wages."" Labour spokesperson John 

87 Frances Lankin, Minister of Economic Development and Trade. "Economic Renewal, Trade and the 
Government's Response to the Report of the Cabinet Cornmittee on the North Arnerican Free Tradc 
Agreement" (Toronto: July 28. 1993). 5 ,  

88 Ibid, 6.  



O'Grady affinns that wage depreciation represents only the tip of the iceberg: 

Within trade union and social democratic circles. it is widely believed that Ieft to its own 
devices the market has a pronounced bias to achieve restntcturing largely at the expensr of 
workers. The greatest price will be exacted in the areas of job secunty and benefits. though 
wage inequaiities will aIso widen.'19 

Despite such concerns, NDP opposition to the NAFI'A was relatively restrained until October 1993. 

when the govemment launched what appeared to be a full scale offensive against the deal. attacking 

provisions on water resources. energy. and 'social dumping,' while drnouncing potential incursions 

into areas of provincial jurisdiction. Promising a legal challenge to the NAFTA through reference 

to the Ontario Court of Appeal, Premier Rae stated that "this government believes that NAFTA 

violaces the division of powers in the Canadian Constitution. The federal govemrnent ... is using a 

trade negotiation to intrude directly into important areas of provincial jurisdiction."" Despitr 

ctiticisrn at the time that the 'NAFTA offensive' was being launched in an cffon to shore up suppon 

for the federal NDP's 1993 election efforts. Rae stood firm in his opposition. 

Throughout the remainder of NDP mandate. action on the NAFI'A front remained minimal. The 

government apparently softened its public position. if perhaps not its conviction that the NAFI'A 

remained a threat. Those in influential positions. notably Rae and Lankin. may have resigncd 

themselves to the fact that there was little that could be done at the provincial level to scuttle the 

agreement itself. The previous rhetoric of opposition to the NAFTA was instead replaced with an 

approach which "tackl[es] the challenges of membership in an expanding tradc block."" 

[Olurs is a close association with the most powerful economy in the world. That has distinct 
advantages: For instance, the close proximity to vast markets for our goods and services. 
The disadvantages have to do with a naturai dependence upon relatively easy access to 
markets and the risk of narrowing our trade focus. The debate over the pros and cons of the 
NAFTA is history, but 1 can tell you that Ontario intends to take full advantage of the 

John O'Grady, Ontario Federation of Labour. '+Labour Market Policy and Industrial Strategy After the 
Free Trade Agreement: The PoIicy Debate in Ontario," (Buffalo: May 3. 1990). 5. 
Premier Bob Rae, "Staternent to the Legislature: Regarding the North American Frce Trade 
Agreement." (Toronto: Premier's Office. 1993), 4. 
Premier Bob Rae. "Premier's Remwks: Economiç Seminar, Frankfurt, Germany." (Toronto: Premier's 
Office, 1994). 



econornic activity induced by the t r ea t~ .~ '  

Rae thus signalled a confidence that his government's economic development objectives could be 

achieved within the context of existing trade agreements. 

Beyond Free Trade, 1991-1995 

One notable federaI policy tangent beyond free trade was the Prosperity Initiative. allegedly an 

attempt to "improve our ability to compete in the global marketplace." through a focus on 

constitutional change. 'leming,' science and technology, financing investment. a competitive 

domestic market, and It was launched in 199 1 .  under the direction of MichaeI Wilson, 

Minister of Industry, Science and Technology and Minister for International Trade. in response to 

a growing realization that Canada was in danger of falling behind the rest of the drveloped world 

in key areas of competitiveness. An extensive period of consultation followed. resulting in the 

preparation of 57 studies and reports. in areas such as learning. investment. trade. science and 

technology, and management. The resulting Action Plan.' mapped out a "vision of prosperity." and 

a "strategy for prosperity." hitting al1 the hot 'buzz-words,'such as competitivenrss. inriowrion, 

technolo~.  and leurning, but failing, ultimatrly. to have a drmonstrablr policy impact. The 

Prosperity Initiative. and the resulü which emerged. appear to parailel the Premier's Council procrss 

in Ontario. Indeed. the contents of the Action Plan echo the dominant themes from the Peterson 

Council's two reports, Compering in the N ~ H *  Global Economy. and Propk and Skills iri rhr ffeit. 

Global Economy. As with these reports, the Prosperity Initiative failed to meet its objectives. Its 

impact at the provincial level was limited to the fact thüt it nunured the idea that govemment may 

have a role in punuing 'prosperity,' while reviving the sectoral infrastmctures developed during the 

Ibid. 
Canada. Prosperity Secretariat, Prosperic Througli Compeririveness. (Ottawa: Minister of Supply and 
Services Canada, 199 1 ), 5.6. 
Canada, S teering Group on Prosperi ty, Invenring Our Future: An Action Plan for Canada 's Future. 
(Ottawa: Queen's Printer for Canada, 1992). 
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1970s for industrial policy consultation, some of which were used later by the NDP government. 

With the change of government at the federal level in t993. it appeared there rnight be a new 

approach to induseriai policy. with a focus on science and technology. initial indications suggested 

that the federal Liberal government, led by Jean Chrétien. rnight map out a broader industriai policy 

than had the Conservative government. The 1993 Liberal campaip document. Creuting 

Opponuni~:  The Liberal Plan for Canada. spelled out an active role for the federal state. investing 

in jobs. people and growth. towards the establishment of an innovative economy. A well researched 

document, prepared under the joint supervision of Paul Martin and former Peterson Cabinet 

Minister. Chaviva Hosek. the Liberal Plan signaited the intention to rnove beyond the FTA and 

NAFïA as industrial policy cornerstones. While comrnitting to "renegotiating" the FTA and the 

NAFI'A, the Liberds vowed to "go beyond trade dependence on the United States to pursue a more 

open and liberalized GATT and to strengthen our trading relationships with the countries of the 

Western Hernisphere, Eastern Europe. and the Pacific Rim.'19' Moreover. early indications suggested 

that Liberal industrial policy would not stop with trade policy, as the Conservatives' arguably had. 

Rather. they expressed a much greater inclination toward intervention in  the economy. consistent 

wirh social market or selective interventionist approaches to the rconomy: 

The Liberal Party does not see trade policy as a substitute for domestic policies. Monet.. 
fiscal. investment. training, education. and researc h and developrnent policies go hand-in- 
hand with a  nation*^ trade policy .... Governments must assist individuals and firms to deal 
with the restructuring that is occumng as a result of trade liberali~ation."~~ 

The presence of an apparently like-minded federal government should make i t  both easier and less 

necessary for a provincial govemment to pursue its own policies. In areas such as apprenticeship 

and training, where both the federal Liberal and the provinciai NDP governments had committed to 

improvements. the presence of federal dollars would reduce the burden on the provincial 

governrnent. Certainly, federai support (particularly federal dollars). makes the achievement of 

95 Li beral Party of Canada, Crearing Opporrunic. 25. 
96 Ibid., p. 24. 



provincial objectives easier. Federai policies complementary to provincial ones would also reduce 

the need for Ontario to actively pursue a position of provincial autonomy. 

Early indications that the federai Liberals would provide Ontario with a more favourable climate 

for pursuing activist industrial policies seem to have been misplaced. The federal debt situation 

caused the federai government to emphasize deficit slashing. Distancing themseives from business 

subsidies - the principal method of industrial assistance prevalent in the past - the Liberals pledged. 

in t k i r  1995 Budget. to reduce business subsidies by 60% between 1994-95 and 1997-98.'' While 

this reduction does not preclude anticipatory industrial policies at the national level. no such policy 

has been fonhcoming. As campaign rhetoric. Creating Opponrmic was effective. raising 

expectations that anticipatory industrial policy rnight be pursued. The approach to industrial policy 

signdled by the actions of the federal Liberals. on the other hand. has k e n  to sipificantly downsize 

institutional infrastnicture for dealing with industrial policy. moving away from selrctive 

interventionist approaches to the economy. to a position securely in the social market camp. 

The failure to pursue a national industrial policy is partially offset in most ngions of Canada. 

where federal regional development agencies oversee federal economic development progarns. 

With the exception of Northem Ontario. which has its own federal development agncy. FEDNOR. 

Ontario is not eligible for such regional development assistance. The prevailing virw in Ottawa 

seems to be that Ontario is already 'developed.' and should not be the recipient of federal funds 

aimed at furthering this development. Almost by default, the 'industriai development' function of 

the federal govemment has k e n  performed in Ontario by the Department of Industry. Science. and 

Technology (DIST, now hdustry Canada). 

As well as focusing on the encouragement of research and development (R&D). DIST was 

responsible in Ontario for administering industrial assistance programs such as DIPP (Defense 

hdustry Productivity Prograrn) and R D P  (Industnal and Regional Development Program). Under 

97 Canada. Department of Finance. "Budget 1995: Backgrounders," (Ottawa: Department of Finance, 
1995). 



each of these categories. Ontario has received a smdler allotment of federal government 

expenditures than would be warranted by the province's population. or by its contribution to the 

fedeml tax base. A 199 1 study prepared for Ontario's Ministry of lntergovernmental Affairs (MM). 

"Regional and Industria1 Developrnent Assistance." indicated. for example, that in 199 1. despite 

contributing 43% of taxes received by the federal government. Ontario received only 28% of ai1 

subsidies to industry. and only 27% of the federal expenditures on industrial capital assistan~e.~' 

Not only is Ontario disadvantaged by these disproportionately small expenditures. the secondary 

impact is at least as darnaging. The report noted that "[tloo often Ontario has seen the WED. ACOA 

or FORD-Q'~ initiatives. used to attract the production facilities and ernployrnent out of 

Ontario .... Ontario residents are paying a large portion of the federal taxes that are being used against 

thern."'('(' The lack of commitment at the federal level to furthering economic development in Ontario 

ieft the door open to provincial govemrnents aggressively to pursue appropriate industnal policies. 

Federal failure to pursue industrial policy arguably does not reduce the likeiihood that provincial 

industnal policies rnight appropriately be implemented. Atkinson and Coleman argue that the weak 

state tradition means that policy-making at the mes0 level can be relatively autonomous from macro- 

level orientations. ' n iu s  ...p articular combinations of state structures. industry orgiiwtion. interest 

associations. and experiences of CO-operation create the potential for alternative policy strategirs.""" 

including, more anticipatory, intrusive, strategies than those at the federal level. In the absence of 

a national industrial policy, under the direction of the federal government, the door was left wide 

open to both the Peterson and Rae govemments to pursue activist industrial policies at the 

regionaVprovinciai level. 

98 Informetnca, for Ontario, Ministry of Intergovernmental Affairs, "Regional and Indusuial 
Developrnent Assistance," Paper # 10, (Toron CO: Informe trica, March. 1994), i. 
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2.1.5 Standard Bearers for lndustrial Policy? 

Any significant pubIic policy requires champions to introduce policy ideas. 'sell' those ideas in a 

political environment, and hopefully, ensure that policy translates to action. Within the circles of 

both the Liberals and the NDP, there were political impulsions to pursue industrial policies. Who 

were the standard bearers for industrial policy in the Peterson and Rae governments? What level of 

personal cornmitment was indicated by the Premiers themselves? What level of support existed at 

the level of both the party and cabinet? 

The role played by the respective premiers is probably the single most signifiant variable in 

understanding the relationship between industrial policies as outlined and as implemented. David 

Peterson was an enthusiastic supporter of. and participant in. the Premier's CounciI. ris weIl as being 

a very active chair of that council. As a successful forum for discussion. and a prototype for 

multipartite policy-making, the Premier's Council owed a great deal of its success to the dedicated 

involvemen t of the Premier.'" David Pecaut. the principal consultant to the Premier's Council. 

noted that Peterson's involvement with the Council was very active, and very cnthusiastic. 

personally chairing each meeting, including over 30 days in the Council's first year: 

He loved it, because for one thing, it was like direct contact with the economy. He's sitting 
there. and George Peapples was there from General Motors. [sol he'd say "George, what's 
going on in the auto sector?" David Beatty was there from Weston Foods [so he'd say] 
"What's happening in the food sector?" So for him. it was grrat. immediate. contact."" 

Peterson was a pragmatic. action oriented individual. who had persona1 expetience with business 

success in 'high tech' industry. That he would gravitate towards policies stressing technoloa. and 

'value-added' seems natural. He also apparently enjoyed rubbing shoulders with leaders of industry. 

The 'direct contact with the economy' aspect of the Council's work, cited by Pecaut, appealed to 

102 As discussed at length in later chapters, this success in terms of process was not matched by suçcess in 
terms of policy implementation. 

103 Interview with David Pecaut, The Boston Consulting Group, March 2 1, 1995. Mr. Pecaut's 30 day 
estimatc may be generous. The Council's report, Compeiing in ihe hrerc, Global Economy notes that 
during the penod July 10, 1986 to March I l ,  1988, the Council met 15 times for a total of 20 days. Sec 
Premier's Council, Compering in the New Global Ecoriomy. 249. It is quite likely, however, that 
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Peterson the hands-on manager. He was a 'doer' more than a 'thinker.' 

Peterson liked the idea of an industrial policy, but he was not somebody who was inclined to 'go 

to the wall' in the defence of any particular industrial policy. Peterson was neither personally nor 

ideologically inclined to favour great shifts in policy. His view of industrial policy did not involve 

wholesale shifts from reactive to anticipatory policies. Nor did he want to make great ideological 

strides away from the historical position of the Liberals, maintaining a middle ground (some might 

Say waffling) between social market and selective interventionist positions. 

Nor is there evidence to suggest there were strong proponents of industrial policy within the 

Liberal Party. or among Liberal supporters. At the cabinet level. while there were ministers who 

eventually warmed to many of the ideas in the PCR. there was no discemable movement pressuring 

for an industrial policy. Certainly some members. typically those on the party's 'left wing,' favoured 

an active role for the government in the economy. Ian Scott. Attorney General during the Peterson 

mandate, was one of the more outspoken proponents of such involvement, but there were not. 

according to interviewees. deep philosophical discussions around the cabinet table about various 

industrial policy options.'(" 

If the Liberal industrial policy had a champion. that role was arguably shared between Patrick 

Lavelle. Secretary of the Premier's Council and Deputy Minister of MITT. and the principal 

consultant of the Canada Consulting Group, David Pecaut. It was Lavelle and Pecaut who together 

crafted the Premier's Council as a forum to provide üdvice to the Premier. But Lavelle was an 

outsider to government. brought in by Peterson to front the govemment's opposition to free trade. 

who left the govemment shortly after the release of the PCR, and Pecaut was a paid consultant. Had 

either of these individuals been present dunng the irnplementation phase of the Premier's Council 

agenda, a different picture may have emerged than that which did. 

The NDP govemment faced a very different policy-making environment thün did the Liberals. 

104 In this respect, the Liberals differed from the NDP, who apparently tcnded to have deep 
philosophicaYideological discussions about many key issues that came before Cabinet. 



The NDP history of developing policies outlining the positive state, led to expectations that the 

government would do what it could to actively promote economic deveIopment within a social 

democratic frarnework. UnderIying this general sense was a tangible betief among the ranks of 

organized labour that their mm had corne to influence the direction of government policy. It is not 

clear. however, that there was any great cry arnong the labour community for any particular form 

of industrial policy. 

In fact. there emerged within the party a split between those who favoured a mode1 of 

"progressive competiti~eness"'~~ (essentially the Premier's Council agenda with a conscience) and 

those who felt that any program based on competitiveness wouid play into the hands of the corporate 

sector, sacrificing the solidarity of working people. The concrm was that working men and women 

would be sacrificed in pursuit of industrial 'competitiveness.' Canadian Auto Workers researchers 

Sam Gindin and David Robertson argue that '"Competitiveness is .... not just a mechanisin for wealth 

creation ....[ It] is an expression of capitalist ideoloey - an instrument for reinforcing the interests of 

the economic establishment and limiting the inroads the rest of us can rnake.""'6 This debate had to 

be resolved before the govemment could proceed with an economic agenda. The solution to party 

concems that the competitiveness approach advocated by Porter would be achieved by sacrificing 

the gains achieved through collective bargaining, and that competitiveness would br  antithrtical ro 

traditional NDP 'themes' such as CO-operation, consultation and collective action, lay in the work 

of Michael Best. Porter's focus on clusters was grafted ont0 Best's belief that healthy industrial 

sectors are most effectively fostered through an approach combining both cornpetition and CO- 

~pera t ion . '~~  The sector approach that emerged was embnced by the NDP as a way of involving the 

labour movement in the pursuit of acceptable competitiveness strategies. 

Alan Ernst, "Towards a Progressive Competitiveness'?: Econornic Policy and the Ontario New 
Democrats, 1988-1995," Paper Presented to the Annual Meeting of the Canadian Political Science 
Association. Université du Québec à Montreal. June t 995. 

106 Sam Gindin and David Robertson. "Alternatives to Competitiveness." in Getting On Truck, Daniel 
Drache, ed., (MontrealKingston: McGill-Queen's University Press. 1992). 32. 

107 Best, The New Competition, 19. 



Unlike Peterson, Rae had apparently spent considerable tirne contemplating the relationship 

between state, society. and economy. While he had ri firmly developed sense of the values he 

wanted to prornote in this relationship, he was not clear on the mechanism for striving towards such 

values. Of particular relevmce to this study is that he was not sure how industrial policy could 

contribute. Despite Iacking a clear view of what an industrial policy should look like. he came to 

realize that the province faced econornic challenges requiring attention. In interview. Rae 

acknowledged that he was on a fairly steep "leming curve" with respect to his views on the 

province's economic situation: "1 was not persuaded at the beginning that Ontario had a real 

competitiveness problern. 1 was very quickiy persuaded through the work of the Premier's Council 

and my own exposure to what people were saying. that there was a real p r ~ b l e m . " ' ~ ~  These 

realizations made Rae amenable to the puauit of industrial policy. without making him an outspoken 

advocate o h  strategic approach to the economy. At no point was Rae the 'point man' on industrial 

policy. To the extent that industnal policy was a priority for the government. it  was clearly a 

secondary priority. Other issues occupied centre stage for Rae. the pany. and cabinet. 

The driving force behind the NDP government's industrial policy was (like David Pecaut and 

Patrick Lavelle) an outsider. David Wolfe. Wolfe. a political scientist from the University of 

Toronto. had established his credentials as a policy advisor by assisting with the preparation of the 

1990 Premier's Council Report, People arzd Skills in dze New Global Economy. He had aIso written 

extensively on the relationship between technology and trade. and on the rolc government could play 

in encounging socially responsible economic development through the pursuit of a balancrd 

approach to technology and trade.lW These qualifications Ied to the selection of Wolfe 3s the 

Executive Coordinator of Economic Development in the Cabinet Office. 

IO8 Interview with Bob Rae, August 29, 1995 
109 See David A. Wolfe, 'Technology and Trade," in Debating Canada's Future: Views Froni the Left. 

Simon Rosenblum and Peter Finlay, eds., (Toronto: Lorimer, 199 1). and David A. Wolfe, 'Technology 
and Trade: Finding the Right Mix," in Getring On Track: Social Dernocrutic Srraregiesfor Onrurio, 
Daniel Drache, ed.. (MontreaVKingston: McGill-Queen's University Press, 1992). 



Wolfe was a rnember of the intellectual leftist elite which had advised the NDP. either from 

within the party or without, over the years. From within this group, a number of academics were 

assembted in 1989. under the direction of Floyd Laughren's office, to think through the party's 

approach to the economy. Dr. Riel MiIler. who had arranged the meeting on Laughren's behalf. 

emerged from this process as a senior economic advisor to Laughren in his capacity as Treasurer of 

Ontario. Like Woife, MilIer brought to the table definite ideas about the role of the provincial state 

in the economy. Thomas Walkom, Queen's Park editorial writer for the Toronto Star. and author 

of a book documenting the Rae years, notes that: 

Miller had little time for Keynesianism which had becorne NDP orthodoxy. Instead. he was 
more of ii grand. conceptual thinker - intrigued by the growth of new. information-based 
service industries. interested in a form of social-democratic econornics that would emphasize 
CO-operation and Oexibility ...."' 

Although there did not emerge from this 'thinkers' forum. or subsequent re-drafts. an agreed 

approach to the economy. and cenainly not a blueprint for developing anticipatory industrial policy. 

the appointments of Wolfe and Miller to senior advisory positions indicated that their ideas had been 

persuasive. Notably. these two wrre among the leading proponents of the "progressive 

competitiveness" approach. By placing them in prominent roles. the govemment sent a message to 

the business sector. as well as to the labour movement. The development of the government's 

sector-based, selective interventionist. anticipatory industrial policy would fa11 primarily to Wolfe. 

with early input from Miller. 

2.3 Conclusion 

A number of reasons have been outlined setting the stage for the articulation of industrial policies 

by both the Liberal and NDP govemments . The political. historical. and economic context a11 

suggested that the pursuit of activist, anticipatory industrial policies at the subnational level could 

reasonably be expected. Changes in the global economy have made regional economic development 
- - - - 

1 10 Thomas Walkom. Rae Days, (Toronto: Key Porter, 1994), 95. 
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initiatives, in the fonn of meso-level industrial policies. increasingiy appropriate. The precedents 

in Ontario and Alberta highlighted the historical potential for provincial govemments in fostering 

development in economies dominated by the exploitation of natural resources. The experiences at 

the federal level - with the Trudeau govemment taking tentative steps towards sectoral level 

industrial policies, before abandoning that approach. and the Mulroney government (and later the 

Chretién govemment) relying on continenta1 free trade, through two formai trade agreements - had 

left the door wide open to governments at the provincial level to pursue industrial policies of their 

own. Finally, there were within the circles of each govemment. political impulsions to industriai 

activism. These 'standard bearers for industrial policy' faced the task of tuming the above 

'expectations of activism' into viable industrial policies. 



Chapter 3: Presentation of Industrial Policies 

3.0 Introduction 

Despite the fact that neither the Liberal nor the NDP government faced enormous pressures to 

develop industrial policies. both govemments did so. This chapter explores the substance and 

rhetoric of the industrial policies prepared by these governments. noting the ideological assurnptions. 

the means indicated to pursue statrd policies. and the implicit relationship between governrnent. 

labour and business interests. The magnitude of policy change indicated by each government's 

policies is assessed. foreshadowing challenges associated with affecting third order change across 

political. societal. and administrative levels. Third order policy changes advocated by each 

government would have required changes in each of these areas - including the establishment of 

appropriate institutions of governing and the development of new cultural norrns or attitudes -- in 

order to be successful. 

3.1 Liberal Industrial Policy: 1985-1990 

On election day. May 2. 1985. the people of Ontario opened the door to a decade of political change. 

Although the Progressive Conservative government was retumed bnefly to office. with 51 scats to 

the 48 taken by the Liberals. it was apparent that their days were numbered. The Conszwative 

carnpaign had centred around the new leadership of Frank Miller. genenlly regarded as a right-of- 

centre Tory. Despite the slim victory for the PCs. their popular suppon had slipped below that of 

the Liberals (38% vs. 379). '  The NDP offered to support whichever pany would make the most 

credible comrnitment to impiement specified NDP policies. The professed willingness of the PCs 

to implernent elements of the NDP agenda was met with considerable scepticism. given rheir 

apparent shift. dunng the election carnpaign. away from the centre-modente approach taken by Bill 

1 Rand Dyck, Provincial Politics in Canada, (Scarborough: Prenticç-Hall, 1986). 302-305. 
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Davis. and his 'Big Blue Machine.' In the end, the willingness of the Liberals to commit to a written 

accord, and a period (two years) of stability, won over the support of the NDP. 

The minority Liberal govemment. led by David Peterson. was supported by the NDP under Bob 

Rae's leadership. through a formai 'accord' signed May 28. 1985.' The accord. containing rlrments 

cornmon to the election platforms of both parties. formed the basis of the Liberais' governing agenda 

for a penod of two years. The accord made it politically necessary for both parties to pursue an 

identity distinct from the confines of the accord. The decision to formulate an industrial policy was 

undertaken in this context. The body charged with creating such a policy, the Premier's Council. 

was an innovative creation explicitly designed to operate outside the confines of the usual 

bureaucrac y. 

3.1.1 The Premier's Council 

The Premier's Council was formed in July. 1986. "to help steer Ontario into the forefront of 

econornic leadership and technology innovation."' This body permitted Peterson to establish a body 

outside the regular structure of govemment. and also outside of the realm in which the NDP çould 

claim influence through the accord. The Council was asked to provide Cabinet with üdvicr on 

"strategic directions to benefit the Ontario economy."" In one of 35 interviews conducted for this 

study. a participant in the Peterson Council noted rhat prior to the establishment of the Premier's 

Council. the province lacked a comprehensive industrial policy: 

[ q o r  the most part. there wasn't an industrial policy - one large framework - that everyone 
could refer to. That's what the Premier's Council was set up to do. [it] was to help design 
an industrial policy that would be there for everyone; al1 the ministries, al1 the province in 
tenns of the industrialists. the labour organizations. the academic sphere. and it was 
supposed to do that with their invoi~ernent.~ 

2 The full text of the accord can be seen in Rand Dyck. Provincial Politics in Canada. (Scarborough: 
Prentice-Hall, 1986) at note 82, page 304. 

3 Ontario, Office of the Premier, "News Release." July 9, 1986. 
4 Ontario. Office of the Premier, "News Release." 
5 Confidential interview #3, Januruy 19, 1995. Toronto, Ontario. 



Two aspects of the Premier's Council were particularly sigificant. First. both the creation of. 

and mandate of the Premier's Council sigailed to bureaucrats both in the Ministry of Treasury and 

Economics (Treasury). particutarly the Office of Economic Policy (OEP). and in the Ministry of 

tndustry. Trade & Technology ( M m ) .  that the job of developing the province's industrial policy 

was not going to be their job. instead, the council members thernselves were given control over the 

expendinire of S 1 billion over a ten year period. This control of a sipificant sum of rnoney by an 

advisory body lacking any official capacity was unprecedented.' 

The inclusion of representatives of labour. academia. and the private sector in such a body was 

also a foray into uncharted waters. although similar bodies would quickly appear in other 

jurisdictions. across Canada as well as in other countries. Two rnembers of the Peterson Premier's 

Council (both also members of Rae's Councils). Geraldine Kenney-Wallace and Fraser .Mustard. 

noted in a 1988 article that "[t]echnology. engineering. and science are now of necessity on polirical 

agendas everywhere in the world."' The Council's focus on science and technology was emulatrd 

in othsr jurisdictions. but it was the inclusive process of consultation that stands out as the rnost 

sipificant contribution to public policy made by the Premier's Council. 

Through the Council. Peterson surrounded hirnself with a 'blue ribbon' panel of rtd\*isors. 

Amone the 28 original members. thineen were prominent corporate sxecutives ar the level of 

Chairman. President. or Vice-President. There were also threr: major labour leaders. four Cabinet 

Ministers. and a handhil of lawyers. academics. and representatives of the research/rcchnolog~ 

cornmunity . Henry Jacek has suggested that the inclusion of labour representatives in the Premier' s 

Council rnay have k e n  an attempt to a m c t  labour support. stating that "it was pan of a strate= to 

make the provincial Liberals look friendly to organized labour and thus weaken the working-clÿss 

6 Interviews respondents observed that this 'pot of money' played ri crucial role in rittrricting and 
keeping, Council members from the highest echelons of the business. labour. and academic 
comrnunities. Direct access to the Premier. coupIed with a SI billion 'credit limit' has a way of 
focusing attention ! 

7 Geraldine A. Kenney-Wallace and J. Fraser Mustard. "From Paradox to Parrtdipm: The Evolution of 
Science and Technology in Canada". in Duedalus. Volume 117. W. Fd1 1988. 198. 



and union appeal of the Ontario New Dern~crats."~ By getting together with representatives from 

business and labour (in particular). Peterson and his govemment indicated an apparent willingness 

to forge a new balance between societal interests. One should not read too much into the 

government's wilIingness to bring a variety of interests around the policy table. The fact that the 

Council had a SI billion budget to allocate was significant. but it did not indicate the governrnent was 

ceding its poticy role to outside interests. The Peterson governmcnt explicitly retained the right to 

decide what actions. if any. would be appropriate based on the Premier's Council agenda. 

Comparisons can be dnwn between the Premier's Council and the Scottish Economic Council 

studied by Moore and Booth. The Scottish Econornic Council consisted of '-most of the imponant 

industrial and econornic interests in Scotland." includîng members of banks. trade unions. major 

industries, economic developrnent bodies. and universities. It met two or three times a yzar to 

provide unstructured economic advice to the S e c r e t q  of State of the Scottish Office. Liks the 

Premier's Council in Ontario under Petsrson. the Scottish Economic Council members k n w  each 

other well. and had numerous other social and economic arenas in comrnon. While there were 

similarities bztween rhe Scottish approach to economic development and the Ontario approach 

during the Peterson years. the negotiated order comrnon in industrial sectors in Scotland u a  not 

achieved in Ontario dunng those years. The Premier's Council mode1 did. houever. plant jeeds of 

change the nurturing of which fell to both the Liberal and the xDP govemments. 

3.1.2 The Premier's Council Reports 

1988: Competing in the New Global Economy 

The first phase of the Premier's Council's work concluded with the publication of a three-volume 

set entitled Compering in the New Global Econo-. The reports teave the exact role of the 

8 Henry J. Jacek. "Interest Groups and Public Policy in Ontario: A Political Economy .4nalysis", in The 
Govemmenr and Polifics ofontario. 4rh ed. Graham White. ed.. (Toronto: Nelson. 1990). 2 6 1 .  

9 Chris Moore and Simon Booth. Manuging Comperirion: Meso- Corporarisrn Pluralism. and rhe 
Negoriared Order in Scotknd. (Oxford: Clarendon Press. 1989). 27. 



provinciai govemrnent somewhat in question. A range of interpretations is possible. depending on 

the elements on which one chooses to focus attention. Despite such ambiguities. the reports were 

generally interpreted to indicate that the Council was endorsing an industnal policy featuring 

widespread government involvernent in the economy. with a particular emphasis on hi& technoiogy. 

and hi@ value-added industry. The report also left the impression that muhipartite approaches to 

Ontario's economic problcms were favoured. Discussion beiow explores these impressions. 

summarizes the contents of the reports. while shedding light on the various sources of ambiguity. 

The first volume contained a detailed anaiysis of the Ontario economy. and the steps necessary 

to move the province decisively into the world economy. The PCR stressed that despite k ing  in the 

rnidst of an econornic boom Ontario's Furure economic prosperity was k i n g  seriously compromixd 

by a number of "cornpetitive weaknesses." with declining productivity. and more importantly. 

declining relative productivity (as measured by GDP per capira).'" The PCR also specifically 

targeted Ontario's continuing retiance on "mature manufacruring industries." particulariy the auto 

sector. as a troublesome si tuarion.' ' Al though Ontario's reliance on the automotive sector for 

employment reached a peak of 6.2% in 1986. up from 5.7% in 1983. by 199 I . i t  had shrunk to 5 3% 

of the provincial workforce." At that rate. the alamist [one struck by the PCR wems to have bern 

overstated. Of greater significance. pehaps. is that during the same pend 1 1983- 1991 1 .  knowlsdge- 

based empIoyment rernained stagnant. moving from 8.5% in 1983 to 8.4% in  199 1 ." The PCR 

prescribed a set of policy objectives desiped to address bath these and other identified concerns and 

to move the provincial economy onto the right path. 

Offering a blueprint for an activist industrial policy. i t  stated: 

Ontano. Premier's Council. Competinq in the Xew Global Econornu: R e p o ~  of the Premrer's Council. 
Volume f. (Toronto: Queen's Pnnter for Ontario. 1988). 35-6 1. 
Ibid.. 57-58. 
Ontario. .Ministry of Treasury and Economics. Ontario Econornic Ourlook. 1592-194%. (Toronto: 
Queen's Printer for OntarÏo. 1992). TabIe 32. 87. The automotive indus- inciudes motor vehicle 
parts and assembly. auto dealers. gasoline service stations and other auto-related distributors. 
Ibid. Knowledge-Based employment includes advanced services (e.g. engineering). R&D-intensive 
manufacturing ( e . g  cornputers). machine?. universiries. vade associations. and publishing. 



Ontario should: 
Encourage al1 industries to move to cornpetitive higher value-added per employee 
activities which can contribute to greater provincial wealth: 
Focus industrial assistance efforts on businesses and industries in intemationally traded 
sectors; 
Emphasize the growth of major indigenous Ontario companies of world scaie in those trade 
sectors; 
Create an entrepreneurial, risk-taking culture that foster an above-average number of 
successful start-ups in internationally traded sectors: 
Build a strong science and technology infrastructure which c m  support the technological 
needs of out industries; 
Improve the education. training, and labour adjustment infrastnicture to levels adequate to 
sustain the province's industnal competitiveness and help worken weather the technological 
change and adjustment necessary to move to higher value-added per employee activities: 
Follow a consensus approach. like that embodied in the Premier's Council. in the creation 
of both econornic strategies and specific prokgmm and in the mobilization of public support 
for the new  direction^.'^ 

These objectives created an impression suggesting the resources of the provincial state would 

be applied to their realization. Applying the intepted industrial policy typology to these objectives. 

a picture emerges of an anticipatory industriai policy. featunng structural intervention targeted at 

fims in traded sectors and at activities dependent on science and technology. AMoreover. the 

objectives cal1 for significant infrastmcture development. as well as a change of process in how 

strategies and progmrns are determined, suggesting multipartite decision making. perhaps like the 

negotiated order outlined by Moore and Booth. In Peter Hall's temrinology. achievement of the 

Premier's Council agenda as expressed in the objectives above would have required third order 

change. indicating a paradigrnatic shift in the way the provincial government approaches economic 

development. 

The agenda outlined in the Council's objectives suggested that anticipatory industnal policies 

would be utilized, while the specific recomrnendations of the Council suggested a much more 

moderate industriai policy. The scope of anticipatory industrial policies. and the means required to 

impiement them are different from those characterizing reactive policies. Yet the Premier's Council 

prescribed policy instruments that fit the reactive industrial policy type much more closcly than the 

14 Premier's Council, Compering in the Nerr* Global Economj. 13- 14. 
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anticipatory policy type. This lack of c o n p e n c e  between objectives and recommendations led to 

a similar incongruity between the PCR agenda and implementation efforts. 

The ernphasis on "strengthening the government industry partnership," suggestive of a forrn of 

corporatism, penneates the PCR: 

[TJt is essential that government begin thinking more in tems of cost sharing with industry. 
instead of maintainine its traditional role as a Iender and w t - g i v e r  to industry, government 
must begin to portray itself and function in partnership with industry." 

Yet, despite the repeated use of such tenninology, the report stops short of fomally endorsing 

corporatist arrangements. Non-government Council members had agreed on the objectives, but these 

mernbers were not in a position to commit their respective sectors of society to work towards these 

objectives. The downside of the requirement that members not speak on behalf of their interests in 

Council was that there was no resulting responsibility to act as advocate for the Council agenda. 

This falls considerably shon of key elements of the negotiated order outlined by Moore and Booth: 

The parties involved in the institutional arrangements rach have a fonnal or inforinal 
responsibility for achieving agreed objectives or an expectation of fostering those 
objectives. Those involved in implementation are also expected to report on progess and 
may be heid liable or accountable for non-performance or failure to achieve rigrerd goals.lh 

Not only were the Council members not bound by the objectives. there was no mechanism (other 

than the fact that the Secretary of Council was also the DM of MITT) to facilitate accountability 

during the implementation phase to follow. The report itself provided an 'out' for the govemment. 

noting that "the govemment stands apart from the Council as the final arbiter of the decisions i t  will 

make and the directions it will take." Had this 'escape clause' been displayed as prorninently as 

other aspects of the report, the iack of follow-through would have been less surprising. 

While the Premier's Council as an instinitional entity has reasonably been called altematively 

'multipartite' and 'tripartite.''7 the policy recommendations rmerging from the Council stopped 

Ibid, 89. 
Moore and Booth, Managing Cornpetition, 1 1 6. 
David Wolfe, for exarnple, describes the Council as "a tripartite body that included Cabinet Ministers. 
some of the most influential business people in the province. and a small representation of labour 
leaders and people from educational institutions," in "Harnessing the Region: New Perspectives on 



considerably short of signalling the emergence of either anticipatory industrial policy as desct-ibed 

by Atkinson and Coleman, or a 'negotiated order' as described by Moore and Booth. 

Most of the 14 specific recomrnendations (see Appendix 7) required action by the govemrnent 

alone. Most of the policy instruments chosen fit more closely with a reactive industrial policy 

outlined by Atkinson and Coleman than with an anticipatory one. although as discussed above. the 

objectives underlying the PCR recommendations were anticipatory in nature. Four of the 

recommendations operate through tax expenditures encouraging certain types of investment 

decisions. but leaving the decision to participate in private, rather than public hands. This is 

consistent with the reactive industrial policy outlined by Atkinson and Coleman. which places an 

emphasis on creating a climate appropriate for private sector investrnent." Two recomrnendations 

address the issue of restructuring and the need for adjustment assistance. although the 

recomrnendations themselves do not make clear whether the resulting policies should facili tate 

adjustment. or shel ter workers from the negative impacts associated with restructuring. 

Distinguishing between these types of adjustment policies was likely a source of debate between 

labour and non-labour members of Council. 

Some instruments. such as procurement. involve the state quite directly in policy 

implementation. while othcrs seem to be more procrss-oriented. calling for multipartite discussions 

of comrnon concerns. These recornrnendations contnbuted to the perception that more anticipatory 

policies might emerge. 

Lacking from the recomrnendations is an attempt to address mesoconcems, such as backward 

and forward Iinkages arnong industrial sectors. Atkinson and Coleman note that such attention at 

the mes0 level (in coordination with both micro-level. firm-specific policies. and horizontal. rnacro- 

Canadian Industrial Policy," Paper Presented to the Conference on Regions, Institutions and 
Technology, (Toronto: September 23-25, 1994). 16. 

18 Michael Atkinson and William Coleman, The State, Business, and Indusrrial Change in Canada. 
(Toronto: University of Toronto Press. 1989). 24. 



level policies), is typical of anticipatory policy md~ing . '~  In this respect. the Premier's Council 

demonstntes a failure to capitalize on the unique strengths of a meso-level (ie. provincial/regional) 

govemment. As discussed below. this is probably the one m a  in which the NDP government 

showed the greatest movernent away from their Liberat counterparts. 

The recommendations themselves were placed in the context of a general analysis of the 

economy, and the failures of previous approaches to state assistance to industry. The PCR critically 

examined patterns of industrial assistance. noting "threr basic problems" with prevailing 

approaches." The first. "the problem of indiscriminate focus" stems from the failure of both 

provincial and federal programs to distinguish between low and high value-added businesses. and 

between tnded and non-tnded goods. The PCR was also critical of the tendency to focus assistance 

on mature industries and service industries. rather than on "high growth industries" such as cornputer 

hardware. software, medical instruments, pharrnaceuticals, and semiconductors. 

The second basic problem. "the problem of mixed objectives"" results from the atternpt. at both 

the federal and provincial levels. to address multiple objectives through a single instrument. Both 

levels typically mix regional developrnent and wealth creation objectives: 

Ontario and federal govemment industrial incentives. whrther pmvidrd through direct 
prograrns or through the tax route, often focus on assistance to economically disadvantagrd 
regions and smaller (and thus assumed to be 'needier') business interests. While this 
tendency to assist the have-not areas and businesses may provide for more rven distribution 
of wealth. and may therefore serve a necessary 'social* objective. it ofren dors little to 
enhance the cornpetitive strength of industr~." 

Industrial assistance available to Ontario from the federal government is olten limited by this 

regional dimension. Federal govemment funding to Ontario through the Industt+kl and Regional 

Development Program (IRDP) in 1986 accounted for only 28% of expenditures under that prognm." 

Five years later, Ontario remained disadvantaged. An hfometrica study noted that in 199 1. 

19 Ibid., 25. 
20 Premier's Council, Cornpering in rhe New Global Economy, 77-89. 
21 Ibid., 83-86. 
22 Ibid.. 77. 
23 Ibid., 83. 



"Ontario contributed 43% of the taxes received by the federal government, but received only 28% 

of dl federal subsidies to industry. and only 27% of the fedenl expenditure on capital a~sistance."'~ 

This tendency, at both levels, fails to rnaximize potential competitiveness and wealth creation. at the 

expense of regionai development. Another component of the problem of mixed objectives was the 

tendency to focus assistance on small business, neglecting larger businesses. The PCR noted that 

"by focusing extensively on srnail businesses, regardless of their value-added or traded orientation, 

govemment programs again illustrate the tendency to mingle competing social and economic 

objectives in their industrial assistance."" 

The third basic problem identified, "the problem of misapplication" refers to the tendency of 

govemments to make funds available for the wmng p~rpose. '~ Two such examples include the bias 

of prognms for "fixed asset ftnancing," and the disproportionate provision of support "to firms on 

the verge of collapse:" 

Corporate bailouts are govemment's quick fix response to pressures from failing companirs 
to rescue them from extinction. Decisions to bail out companies are often made for social 
and political reasons when a large employment base is involved or when the company's 
survival is critical to the well-being of a small comrn~nity.'~ 

Of course. govemments must remain attuned to political and social implications of their policies. 

Although pursuit of economic development or wealth creation objectives might be optimizrd by a 

single-minded focus. the reality is that politically. governments cannot pursue any objectives 

independent of al1 other objectives. Too many interests need to be brokered. This political 'fact of 

life' makes it difficult to move beyond incremental policy innovations. 

The PCR suggested that Council members were aware of the challenges that lay ahead: 

It is essential that a clear and consistent focus be established and maintained in carrying out 
the objectives set by the Council. The considerable effort expended by the Council in 
arriving at a set of policy directions for Ontario must be matched by a long-term 

24 Informetrica Ltd. for Ontario. Ministry of Intergovernmental Affairs, "Paper No. 10: Regional and 
Industrial Developrnent Assistance," (Toronto: Informetrica, March 1994), 20. 

25 Premier's Council, Competing in rhe New Global Econom~,  84. 
26 Premier's Council, Competing in die New Global Economy, 79. 
27 Premier's Council, Competing in the New Global Economy. 87. 



cornmitment to canying them out ... Once proposais are in the system, they are often slow to 
emerge or are altogether lost in the unwieldy maze of program delive~y.'~ 

While Volume 1 of the K R  contained the Council's recommendations, and most of the analysis 

underlying the recommendations. the other two volumes highlight the priorities considered in 

formulating the main report. Volume II, subtitled "Industry Studies," appears to take a sectoral 

approach to the economy, examining the status of ?ore industries." including forest products. food 

processing, steel, automotive, chernicals. telecommunications, computer hardware and software. 

lasers, and biotechnology. Whiie this apparent focus might suggest a meso-level emphasis as 

outlined by Atkinson and Coleman, and Moore and Booth, the report distances itself from such a 

The Ontario economy is often spoken of as ... a collection of broad industry entities, such as 
the automotive. steel. or life insurance sectors. Ln reality, the Ontario economy is made up 
of tens of thousands of individual companies competing in tens of thousands of domestic 
and international markets. The competitive dynamics of each of these markets and the 
corresponding challenges facing each of these cornpanies are different .... 

The unique competitive situation of each of the many thousand businesses making up the 
Ontario economy is the single greatest problem in developing an effective analysis of the 
competitive position and prospects of the province." 

This highlights a trend common to the three PCR volumes. They are. rither by accident or design. 

open to wide variations in interpretation. Thus, Volume II arranges its evaluations of the Ontario 

economy by sector, then claims chat meso-level analysis is inappropriate. before proceedin, O to asess  

the  competitive dynamics, and the issues and challenges facing each industrial sector. 1s that rneso- 

leve1 analysis or is i t  not? 

Volume iI does not speak of industrial poiicy, per se. but its approach to industries hints at the 

types of policies that might be appropriate to the framework established. In emphasizing the 

variation in the competitive challenges facing each and every firm in the province, the authors of the 

28 Premier's Council, Compering in rhe New Global Econorn~. 244.5. 
29 Ontario, Premier's Council, Compering in rhe New Global Econoniy: Report of rhe Premier's Corirrcil. 

Volume II ,  (Toronto: Queen's Printer for Ontario, 1988), 8.9. 



report" indicate a tendency towards reactive industrial policirs. which tend to be organized around 

the imrnediate needs of specific firms. However, the actual analysis contained in the volume. in 

which entire industrial sectors are andysed. does not preclude the use of more intrusive. integrated 

instruments as seen in anticipatory industrial policies. 

Further evidence of the ambiguity in the approach to industrial policy outlined by the authors 

of the PCR can be seen in Volume UI, subtitled "Industrial Policy Studies." This volume surveys 

industrial policies in place in other junsdictions to determine what elements of those policirs might 

be appropriate to the Ontario situation. The language of this report suggests an approach in which 

government should intervene as little as necessary given the prevailing economic conditions: 

The role of government in economic drvelopment depends upon the particular 
circumstances in which an economy finds itself .... The strengths and weaknesses of a 
particular economy therefore dictate what role. if any. government should play in that 
economy ." 

Agaio, however. the authon leave the door open to significant state involvement in some 

circumstances. 

On the other hand. a country with few strong indigenous companies to generate substantiai 
export earnings needs sigrtifîcanr and constructive involvement by goverriment to raise the 
Living standards of its people (emphasis addrd)." 

While prioritizing wealth creation as a "public goal that cm be met through govemment involvement 

in rconomic development"" volume UI suggests that economic development policirs should also 

attempt to "rninimize human disadvantage", and "take account of the redistributive aims of 

30 The three volumes were each prepared primarily by the consulting firms to the Premier's Council, the 
Canada Consulting Group and Telesis, and by the staff of the Premier's Council Secrelariat. It is fair to 
assume that the contents of Volume 1, released with much fanfare in May 1988. had been fairly 
thoroughly screened by members of the Council. particularly the Premier and his Cabinet Ministers. 
This volume forrned the focus for public assessment of the Peterson government's industrial policy. 
The other two volumes were not screened as thoroughly. Attributing the content of these documents to 
the Peterson governrnent, or even the Premier's Council (rather than the consulting firms), is ihereforc 
a more risky proposition than is the case for Volume 1. 

3 1 Ontario. Premier's Council. Compering in rhe New Global Econom~: Report of the Premier's Council. 
Volume III .  (Toronto: Queen's Printer for Ontario, 1988). 9. 

32 Ontario, Premier's Council, Competing in the New Global Economy. Volunie III,  9 .  
33  Ontario, Premier's Council, Competing in the New Global Economy, Volunie III,  9 .  



govemment. including regional development policie~".~ The authors of volume UI of the PCR serm 

to take the view that optirnally. a pure market approach to the economy wodd be appropriate. wtth 

no need to adopt industria! policies. but that depending on the gnvity of the ills facing the economy. 

a social market or even selective intementionist approach rnight be necessary. 

in its presentation of the lessons gieaned frorn other jurisdictions about successfu! restmctunng 

policies and programs, volume III plants a number of seeds which might have led to much more 

proactive policies than those recornrnended in the main report: 

A successfuI restmcturing program reflects a coalescence of govemment, labour. and 
private sector interests and efforts. 
... The most successful programs rely more on government leadership than on 
government money. 
Successful government programs are most often administered by small expert teams of 
quasi-public servants. who are able to do exceptional independent analysis of the 
competitive dynamics of a business and who enjoy a degree of public support and 
respect that would be unusua! in North America. 
Behind most successful programs. there is some entity - either public or private - 
with the ski11 and the clout necessary to negotiate a solution that shares the miseries. 
This is a more important element of success than legislated authority to improve 
solutions. 
Programs aimed at specific sectors have the greatest chance of improving the overalI 
standard of living in a jurisdiction, but they will be successful only when al! major 
parties in the sector agree there is a problem that may require sacrifices by ail? 

Words such as these suggested that such policy aspirations were shared by Counci! members. and 

might therefore find their way into govemment policy. As events unfolded. such expectations were 

rnisplaced. 

One aspect of the three 1988 reports rhat is particularly relevant to this study, is that very little 

attention is paid to the fact that the government for which the reports were prepared was a provincial 

government. Most of the analysis given would have beer! equally. if not more, appropriate advice 

to the federal govemrnent. Little attention was paid to the particular strengths of regional economic 

development strategies. or to the unique constitutional levers controlled in the Canadian fedention 

by the subnational level of govemment. In this respect. the literature on meso-leve! policy 

34 Ontario, Premier's Council, Con~peting in the New GIobnl Econoni~, Volume III .  9. 
35 Ontario, Premier's Council. Competing in the New Global Econoniy. Volume I I I .  24.25. 



coordination is of questionable use in assessing the strategies outlined in Competing in the Nebt- 

Global Econorny. The 1 990 report. People arui Skills in the New Global Economy. made greater use 

of the constitutional context in which its agenda was to be released. 

1990: People and Skills in the New Global Economy 

In July, 1990, a second phase of research, which focused on the development of human resources. 

through education and training initiatives, drew to a close with the release of the report. People and 

Skills in the New Global Economy. The recommendations of this report, "represented the labour 

force strategy to match the high-value added industrial restmcturing strategy of [the Premier's 

Council's] first repon, Compering in the New Global Economy. The main theme of the Council's 

second report was that the human aspects of restmcturing are at least as important as the technical 

and operational ~nes."-'~ 

Although some of the specific recornmendations of this second repon are significant. including 

the cal1 for the establishment of a bipartite Ontario Training and Adjustment Board (OTAB). and 

the endorsement of the concept of "Lifelong learning." perhaps most notable is the extent to which 

its direction and recommendations were later embraced by the NDP government as the basis for 

policies in the areas of education and labour adjustment." 

3.1.3 Other Industrial Policy Papers 

The work of a number of bureaucrats in the Ministry of Industry Trade and Technology opented 

parallei to the efforts of the Premier's Council. During the period following the assumption of 

power by the Liberals in 1985, there was a concerted effort. buttressed by the existence of the 

Leon Muszynski, ''The Implementation Status of Premier's Council Recommendations" (Toronto: 
Premier's Council Secretariat, 199 1 ), 10. 
Also very interesting is that two of the report's conuibuting authors, David Wolfe from the University 
of Toronto and Riel Miller from the Ontario Council of Regents subsequentiy açcepted senior advisory 
positions on the political sidc of the incoming NDP government. 



Premier's Council. to increase the province's cornmitment to science and technolog. M n g  the 

f ive  year period preceding the Liberal rnandate. science and technoloey expenditures had fallen 

gradually. whereas o v e d l  expenditures increased by an annual rate of 23% betwxn 1985 and 

1988.'' Leading the groourh in Science and Technoloe expenditures was an i n c r e d  ernphasis on 

Research and Development (R&D). sparked in part by a conunjtment to help Canada double iti, 

investment in R&D to 2.5% of GDP over a ten year pend. in confonniry u'jth tarpet figures 

established by the OECD." 

Ir is not clear what uould have been accomplished by achievernent of this benchmark This 

approach ro economic developrrient implies that the objective is to increase expenditures. There 1 5  

only an implied connection between the funds allocated 6'- either the public or p r i v a  secror. and 

e\.enwal outcornes in econornic grou-th. .Moreover. gowrnrnent spsnding programs put rn place tu 

stimulate RaiD exacerbate the imbalance between rndustry fundsd and govemrnent fundeà RQD. 

Perhaps most crirically. the work rmerging from the -MiTi durinp the Peterson era u,rrs n e ~ t h e r  

proactive nor anticipatoc.. but reactiw. Thus. in reacrion ro OECD Science and Technolog rarge~s. 

provincial bureaucrate pledged "important neH increases in expenditures for prograns  aimd at 

strengthening key elemnrs of Ontano's science and technolo~) bacs.*-s. 

%foreo\.er. the effom outlined by Ontano's 5Iinistq of Indus-. Trade and Technolog ( 5 I l lT1  

in policy documents cornmtting to an ernphasis on rsxarch and devsloprmnt. and science a d  

t e c h n o l o ~ .  did not imply  the de~slopment of a distinct pro\-incial industnal polici. but rather. 

ourlined Ontano's rote in whar the? ho@ uouId be a series of national industnal policies. in a 

policy document entitled A Commitmenr IO Research cuzd D~~eloprnenr :  An Acrion Piun. the 

emphasis is on achieving cenain R&D targets ar the national tev21. "If Canadians are to be assurd 

38 Ontano. .Minrsq of  indus^. Trade and TechnoIop. T h e  Ontano Gos,emment's Record in 
Promoung Science and Tecfinolo~ ." (Toronto: Ma'. 198 Y 1 .  3. 

39 Ihid.. 4 .  
JU Ontario. >finfi- of Indusv. Trade and TechnoIop. T h e  Ontario Gos.ernrnent'5 Record in 

Promting Scsence d Technoloe .- 2. 



of their technoiopical future. there must be a national cornmitment to developing the technologies 

which will ensure that future ..At is an issue of national concern that Canada is in the minor leagues 

of world re~earch."~' 

Sirnilariy, "The Ontario Govemrnent's Record in Promoting Science and Technology" identifies 

a number of science and technology priorities. the first of which involved "building a national 

consensus ...[ in which] al1 social partners. including the private sector. universities. frderal. 

provincial. and temtonal governments must work toward a s h e d  appreciation of public policy 

priorities .... The leading Science and Technology priority in Canada is the need for a substantial 

increase in national R&D investment ....In order to bring this National Policy to life. al1 governments 

must a p e  on an action plan...'4' Rather than sounding like a government cornrnitted to a distinctive 

subnational approach to industrial policy. these M ï l T  documents suggest a govemment taking a 

dominant role in leading the country in a national industrial policy . 

Another 1988 policy document. "Focus on the Firm: Stratedes for Competitiveness and Wealth 

Creation." further distances M m  frorn the meso-lwel approach advocated by Moore and Booth. 

Atkinson and Coleman. and Wolfe." As suggested by the title. this document takrs a firm based 

approach, nther than a sectonl. or regional focus. "Countries and provinces do not cornpettl. F i m  

compte .... The purpose of this discussion paper is to expIore stntegies for wzalth creation by usinp 

the fim as the lens through which competitiveness issues are ~ i e w e d . " ~  This focus clearly mlrs 

out moving in the direction of a negotiated order such as the Scottish example documented by .Moore 

and Booth. but it does not preclude innovative policy thinking. 

The paper outlined "five types of econornic policy available to govemments to shape 

4 1 Ontario. Ministry of Industry. Trade and Technology. A Commirmenr CO Researclr and Developmenr: 
An Action Plan. (Ontario: Quecn's Printer For Ontario. 1988). 3. 

42 Ontario, Ministry of Industry, Trade and Technology. 'The Ontario Govemment's Record in 
Promoting Science and Technology." (Toronto: MITT. May 1988). 3.4. 

33 Ontario, Ministry of Industry, Trade and Technology, "Focus on the Firm: Strategies for 
Competitiveness and WeaIth Creation: First Draft." (Toronto: MITT. April 1988). 

44 Ontario. Minisuy of Industry, Trade and Technology, "Focus on the Firm: Strategies for 
Competitiveness and WeaIth Creation." (Toronto: MTTT. April 1988). 1 .  



comparative advantage," including aggregate macroeconornic policies. policies to irnprove the 

performance of fim by positively influencing the factors of production, traditional industrial 

assistance to sectors. industries or finns, market-creating policies, and policies shaping the 

regdatory clirnate within which firrns ~ p e r a t e . ~ ~  In assessing the potential impact MITT policies cm 

have in each of these areas. two positions stand as particularly notewonhy. First. is the realization 

that in the area of vaditional industrial policy assistance. the potential impact is limited. 'The small 

size of the Ministry's budget in cornparison to the size of the commercial economy means that it can 

only act on the rnargns with this type of policy ."" Second. is the beiief that at the second level of 

policy. influencing the quality. availability and pnce of factors of production. government policy can 

have a significant impact on provincial comparative advantage. A provincial government in the 

Canadian federation is particularly well positioned to influence factors such as raw materials 

(through control of natural resources). and labour i through increasing control of educat~on and 

uaining). The conclusion drawn. that the rninistry should "expand the scope of its policy activities 

and shift its prÏorities." sets the stage for significant industrial policy change. of probably second 

order magnitude. but falling short of the paradieornatic shifts required by third order change. Whether 

such ideas translated to the implernentation level is explored in later chapters. 

The flurry of policy activity in the early months of 1988 illustrates an interesting dynamic of 

industrial policy rnaking under the Liberals. One of the themes developed throughout this thssis 

involves the nature of bureaucratie competition. Essentiall y. the Ministq of Industry. Trrtde and 

Technology went head to head with both the Ministry of Treasur, and Econornics and the Premier's 

Council in a competition to see whose economic developrnent policy uould emerge as government 

plicy. One irony of this situation is that the Premier's Council clearly Ient instant credibility to the 

notion of industrial policy. Thus. .Mm policy papers paid lip service to many of the themes 

45 Ontario. Ministry of Industry. Trade and Technoloey. "Focus on the Fim: Suategies for 
Competitiveness and Wealth Creation." (Toronto: MITT. A p d  1988). 8.9. 

46 Ontario. Ministry of Industry. Trade and Technology. "Focus on the Firm: Suategies for 
Competitiveness and Wealth Crearion." (Toronto: MiTi. Apnl 1988 J. 9. 



emerging from the Council. fitting the PCR components into the 'big picture' envisioned at the 

bureaucratie level. It seems unlikely that it was coincidence that so m n y  policy papers were 

released by MiTT before the May reiease of the Premier's Council Report. 

3.2 NDP Industrial Policy: 1990-1995 

The election of the NDP to the government benches in Ontario caught rnany. including the Premier. 

by surprise. Bob Rae noted that "1 never believed that we would form the government. even during 

the last week of the campaign. I really didn't."" There was little evidence that they were initially 

prepared to actively pursue an industrial stratem. Early NDP efforts to define an industrial policy 

were largely inspired by a beIief that they could adapt the thinking contained in the PCR to create 

an agenda appropriate both for a social democratic party and for the realities of the political rconomy 

o f  the late 20th century. The government was faced early in its mandate with the prospect of a 

protracred recession. which reduced its ability to commit resourccs - fiscal or political - to long 

term industrial policies. At the same time. the recession increased the need to focus efforts on 

traditional social democratic issues such as full employment. The shon-term pressures placrd on 

the government by the recession. the constitutional crisis. and the provincial drficit. largelu forced 

industnal policy to the back burner in a practical sense. However. a number of key documents 

released by the NDP both before and after being elected to government document the evolution of 

the party's industrial policy intentions. This evolution is seen through the party's preizleition 

"Agenda for People:" the first 'Throne Speech:" the 199 1 Budeet. particularly "Budget Paprr E:" 

the Indurtrial Poliq Frarnework; and a document outlining the government's approach to capital 

expenditures, entit led Public Investment for Econornic Renewal. 

37 George Ehring and Wayne Roberts. Giving Awav a Miracle: Losr Dreams. Broken Promises & The 
Ontario NDP (Oakville: Mosaic Press. 1993). 286. 



3.2.1 NDP Thinking on Industrial Policy: Key Policy Documents 

Agenda for People: Absence of Policy 

The "Agenda for People." the NDP's 1990 election platform. made no effort to forge a 

comprehensive industrial policy, offering instead piecemeal improvements in provincial 

contributions to education costs, interest rate relief to farmers, mortgage breaks for moderate income 

families, and reduced interest loans for small business."' Only for the Nonh did they propose a 

moderately ambitious strategy. "to promote econornic development. job protection and job 

creation ..."'19 Although the party and its members had for years stressed the importance of an 

industrial policy. early effons to operationalize such a policy were piecerneal, including what 

Thomas Walkom identifies as a "'rethinking exercise' involving a number of NDP intellectuals. 

which resulted in a number of papers which did not rneet the test of pragmatism and applicability."" 

This process set the stage for what was to follow - the expenditure of considerable intellectual 

energy, resulting in confiict and philosophical friction. Advocates of consensual decision-making. 

the NDP proved time and again an inability to achieve consensus. 

Speech from the Throne: Ambitious and Expensive 

The NDP's first throne speech, delivered in the Legislature on November 20.1990. sipallrd the 

government's early intentions with respect to the econorn~.~' An carly indication of what to exprct 

from an NDP government came in the form of a cornmitment to an extensive $700 million 

infrastructure investment. intended to stimulate the economy. while creating jobs for Ontario 

workers. This emphasis on the importance of infrastructure expenditures was an enduring theme for 

48 Ontario New Democratic Party. "An Agenda for People." (Toronto: NDP, 1990). 
49 Ibid. 
50 Thomas Walkorn. Rae Days. (Toronto: Key Porter. 1994). 92-97. Walkom States (54) that Bob White 

had initially been offered a job at the rank of Deputy Minister. coordinating the governrnent's industrial 
suategy, an offer which apparently he declined. 

5 1 Ontario, Legislative Assembly, Speech from the Throne: Address of rhe Honourable Lincoln M. 
Alexander, Lieutenant Governor of the Province of Ontario, (Toronto: November 20, 1990). 



the Rae government, although actual expenditure patterns indicate that the rate of investment in 

capital projects during the NDP mandate was consistent with levels achieved during the Liberal 

years of governing, both in absotute tenns and as a proportion of total expenditures (see Figure 3.1 ). 

Capital Expenditures ($B*) 

* nominal dollars 

Figure 3.1 
Source: Ontario, Ministry of Finance. Ontario Budgets, 1994-1996 

While the substance of the throne speech may have alamed some. it was the language of the 

speech that most clearly indicated a government intent on breaking new ground. indicating a drsire 

to embark on a new approach to goveming. Reflecting the party's view of the world. the legislativr 

address spoke of "extend[ing] throughout the economy ... the democratic principles shared by al1 

Ontarians," "build[ing] a consensual. environmentally responsible economic stntegy for the twrnty- 

first century." and of working with "al1 the partners in the econ~my."~' This throne speech stated 

a clear intention to approach the economy in a new way. Ln Peter Hall's terminology. the 

govemment indicated an intention to attempt third order change in a range of policy spheres. 

including its approach to the e~onorny.'~ The government did not want to see incremental changes 

52 Ibid., 6. 
53 Peter A. Hall, "Policy Paradigms, Social Learning and the State: The Case of Economic Policymaking 

in Britain," Comparative Politics, 25 ( 1993). 



in the relationship between industry and state, but rather. advocated a reconceptualization of the 

reIationships between business partners. 

The speech seemed to signal a lack of recognition among government members of the magnitude 

of the province's economic woes. In his first major economic statement to the House. Finance 

Minister Floyd Laughren stated that "the ovenll fiscal position of the government is solid."'" 

Statements like that. spoken as the provincial economy plunged into recession. placing government 

finances into a severe deficit state, suggested Laughren was either poorly advised or determined to 

be optimistic in spite of the evidence. By December 1991, one year later, provincial Real Gross 

Domestic Product had declined 1.9%. and the provincial unemployment stood at 9.6%. largeiy ris 

a result of 'structural unemployment,' resulting from permanent plant c l o s ~ r e s . ~ ~  Laughren's 

embrace of a stimulative approach to job creation, evidenced by a commitrnent to invest $700 

million in provincial infrastnicture projects, suggested on the one hand he had become aware of the 

dire employment situation facing Ontario. but on the other hand. that he had dismissed prevaihg 

wisdom that Keynesian economics had been targely discredited. 

The reliance on infrastructure expenditures was a repeating theme for the NDP govemment. As 

a policy instrument designed to stimuiate the economy, it represented a throwback to what has been 

referred to as 'old style industrial policies,' in which any challenge is perceived to be surmountablr 

if enough government money is thrown at it. This approach was clearly an example of 'reactive' 

policy, with money flowing in large quantities to public sector projects most of which were due to 

proceed anyway. The anti-recession money simply accelerated the rate at which the projects 

proceeded. The approach taken in this initiative stood in contrast to the 'new wave' ideas that 

followed in the 199 1 Budget. 

Ontario, Ministry of Treasury and Economics, Statentenr by Fiqd Laughren, Treastrrer of Onrurio und 
Minisrer of Economics on Dealing wirh the Recession and Preparing for Recoven, (Toronto: 
December 4, 1990)- 1 .  
Ontario, Ministry of Treasury and Economics, Ontario Economic Outlook: Meeting rhe Challenges. 
(Toronto: Queen's Printer for Ontario, 199 1)' 74, 16. 



Budget Paper E 

Ontario's success in addressing the challenges of the 1990s will depend on the ability of 
business, labour and govemment. working together, to increctse the flexibility of our 
economy. its support ing institutions. and society in general." 

if the $700 miIlion 'anti-recession initiative' signalled the first step of a process of battling econornic 

'brush-fires,' the second prong of the govemrnent's approach to economic development was unveiled 

with the govemment's first budget. in April. 199 1 .  "Budget Paper E: Ontario in the 1990s: 

Promoting Structural Change."" the product of ideological clashes among and betwrrn officiais at 

both the bureaucratic and the political f e v e l ~ . ~ ~  docurnented the changes in the global economy. and 

discussed the effects of these changes on the Ontario economy. These effects included permanent 

plant closures, waves of technological innovation. and the shifting of jobs to the service sector. With 

sustainable prospenty as the stated central goal of the governrnent's economic strategy. Budget Paper 

E emphasized "equitable stmcniral change through a comprehensive economic and social strate= 

airned at sustainable pr~sperity."~' This agenda picked up many of the themes articulated in the 

Agenda for People. and attempted to reshape them for a government 

While sharing with many other governments. including the federal government. an interest in 

prornoting competitiveness as a means to a more prosperous society. the approach in Budget Paper 

E explicitly charted a course distinct from that of the federal government. Rather than focusing on 

privatization, deregulation, tax reform. and free trade (macro-level policies). this document aimed 

instead for sustainable prosperity through "increased equity and cooperation." and the cooperative 

Ontario. Ministry of Treasury and Economics. "Budget Paper E: Ontario in the 1990s - Promoting 
Equitable Suuctural Change," in Ontario Budget. 1991, (Toronto: Queens; Printer for Ontario, 1991 ) 
Ontario, "Budget Paper El" 85- 10 1. 
Various interview respondents noted the process leading to the release of "Budget Paper E," which saw 
staff of the Ministry of Treasury and Economics attempting to reconcile their views with the somewhat 
different views of economic development held by those a& the Ministry of Industry Trade and 
Technology (MITT). Major input into the budget paper was also forthcoming from the Executive 
Director of the Cabinct Cornmittee on Economic and Labour PoIicy (CCELP). and from the 
Treasurer's special advisor for economic policy, partisan appointments with quite considerable 
differences in outlook. 
Ontario, "Budget Paper E," 86. 



efforts of business. labour and govemment working together to prornote economic change? Under 

this approach. innovation and technology were to be pursued, but within a context of the promotion 

of "social progress." This focus would require an emphasis on a broad range of concerns: 

cooperation in the workplace, commit ment to employment and income security, hedth care. 

investment in physical infrastructure, quality of life. as well as regulatory protection of consumers, 

the environment. and rural and urban de~elopment.~ '  

Budget Paper E was read carefully by bureaucmts at al1 levels. as they attempted to discern the 

approach the NDP govemment would take. Released seven months after the NDP had assumed 

control of the provincial govemrnent, there remained a sense of uncertainty as to what directions the 

govemment would pursue." While Budget Paper E did not outline specific policy initiatives. i t  did 

indicate the need for "integnted and innovative economic and social policies" addressing issues such 

as public education, training, worker secunty. industry/sectoral stntegies facilitating adaptability. 

investment in infrastnicture. technology, and innovation. and the deployment of capital to address 

restructunng and regional development c~ncerns .~ '  

More importantly, it set a distinct. and fairly consistent tone emphasizing the importance of 

"broad social partnerships" involving govemment. labour. business and cornrnunity groups? Whilr 

other governments paid lip service to t e m s  suc h ris 'partnership' and 'consultation,' the NDP 

govemment reaily meant it. The approach of the NDP to the rconomy outlined in Budget Paper E 

represents a shift in policy pandigrn. what Hall calls "third order ~hange."~ '  Achievement of this 

economic stntegy would have required an industrial policy that was anticipatory -- incorporating 

a comprehensive. coordinated approach across micro. macro, and mes0 levels. with a particuiar 

60 Ontario, "Budget Paper E," 87. 
6 1 Ontario. "Budget Paper E," 94-95. 
62 This environment of uncertainty was experienced by the author during a period of employment with the 

Community Development Branch of the Minisuy of Municipal Affairs. and confirmed rcpeatedly 
during interviews conducted early in 1995. 

63 Ontario, "Budget Paper E," LOI. 
64 Ontario, "Budget Paper E," 101. 
65 Hall, "Policy Paradigms." 



focus on the mes0 level? 

The Indusîriul Policy Frame work 

Many of the difficulties faced in putting together Budget Paper E were replayed over the course of 

the next year, as the Executive Secretary of the Cabinet Conmittee on Economic and Labour Policy. 

David Wolfe, quarterbacked the process of drafting an industrial policy consistent with the pnonties 

identified in Budget Paper E. A political scientist from the University of Toronto. Wolfe had 

impressed party insiders with his contributions to the "thinkers process" outlined above. in which 

'Ieftist academics,' including Leo Panitch, Me1 Watkins, Daniel Drache, and Isabella Bakker, had 

gathered to forge an econornic policy suitable to the NDP. His credentiais also included involvement 

with the Peterson Premier's Council. in which he piayed a role in drafting the 1990 Premier's 

Council report, "People and Skills in the New Global Economy." The challenge facing Wolfe was 

to apply his acadernic research to the 'real world' of the Ontario politicai economy. Although some 

elements of the iPF followed logically from the Premier's Council work, other elements would have 

required third order policy change. representing "an ovrrarching shift in the t e m s  of policy 

disc~urse."~' The following discussion demonstrates that the extent of change attrmptrd 

complicared the process of policy formulation, while shaping the substance of resulting policies. 

The prevailing view among officiais involved in drafting the IPF was that it was a "painfui" 

experience, with political interests clashing both with each other. and with more firmly entrenchrd 

bureaucratic interests. Evidence of this process in the document entitled An Indrisrrial Poli- 

66 See Michael Atkinson and William Coleman. The Stute. Business, and Indmtrial Change in Canada. 
(Toronto: University of Toronto Press. 1989). 24. The need to coordinate ricross these three levels is 
reiterated by David Wolfe, who argues that "A sustained innovative capacity requires the effective 
coordination of policy at three different levels - that of the fim, networks of fims, and the nation," in 
David A. Wolfe, 'Technology and Trade," in Debatirtg Canada 's Future: Vierrws from the Lefi. Simon 
Rosenblum and Peter Finlay, eds, (Toronto: Lorimer. 199 1 ), 24. 

67 David A. Wolfe, "Negotiating Order: The Sectoral Approach to Industrial Policy in Ontario." Paper 
prepared for the Annual Meetings of the Canadian Political Science Association, Brock University. St. 
Cathennes, Ontario, June 2, 1996, 1 1 .  



Frarnework for Ontario (IPF), released in July, 1992. c m  be seen from a number of perspectives. 

Consistent with the themes enunciated in Budget Paper E, the PF outlined a series of policy 

priorities and objectives without providing much detail as to how those objectives would be met. 

Chapter 2 discussed the division within the NDP between 'left' and 'right,' with respect to 

industrial policy, and the subsequent decision to proceed with a vision based on "progressive 

competitiveness.'" The NDP view of competitiveness reached beyond the traditional parameters of 

this concept. encompassing not only the importance of lower costs and differentiated products. but 

also the importance of social development. which "enables more people to participate productively 

in the economy, strengthens the health and welfare of our citizens, and buiIds the education and ski11 

level of our worke r~ . "~~  The release of the P F  represented an effort by the NDP government to 

enunciate a set of policies consistent with this view. Achievement of the NDP view of the 

appropriate relationship between economy, state and society would have required the cooperative 

participation of business. labour. and government. The Premier had indicated early in the NDP 

mandate an intention to pursue productivity and efficiency, while sirnultaneously striving for greater 

equity and social justice. He rejected the notion that "you either are in support of wealth creation. 

or you are in support of wealth distribution. but you cannot be in support of both." srating in 199 1 

that "1 think that is non~ense."'~ Rae realized that articulating and implementing his view of socirty 

woutd not be easy: "We have to create a new culture. a new sense of shared values. The notion of 

creating a shared value is difficult to do. but it is critical."" The difficulties involved in changing 

long-entrenched values and cultures (ie. achieving third order change), perhaps more than anything 

else. would harnper the efforts of the NDP government to shape Ontario's economic development. 

68 See Alan Ernst, 'Towards a Progressive Competitiveness?: Economic Policy and the Ontario New 
Democrars, 1988- 1995," Paper presented to the Annual Meeting of the Canadian Political Science 
Association, Université du Québec à Montreal. Montreal. Québec. lune 1995. 
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QuaIity of Life and the Premier's Councii on Health, Weil-Being and Social Justice, (Toronto: June 12, 
1991), 4-5. 
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The IPF c m  also be interpreted as the product of the process of bureaucratic "cleansing" of 

Peterson's report. "Cornpeting in the New Global Economy." There was a sense of resentment on 

the part of the bureaucracy, particularly those within the Ministry of Industry Trade and Techno lo~ ,  

that the lead role for industrial policy deveiopment under the Liberals had been 'contracted out' not 

only to an external advisory council. but to an extemal consultant hired by the Premier's Council. 

Among the bureaucracy, the PCR was referred to disdainfully as 'the Pecaut Report.' after the 

principal consultant to the Premier's Council. David Pecaut. While the elapsed time between the 

release of the PCR in April 1988 and the release of the NDP's P F  in July 1992 allowed the NDP 

government to put its mark on the emergent policy, it also allowed those within M I T ï  to massage 

and repackage the ideas from the PCR, thus reclaiming 'ownership' of the governrnent's industrial 

policy. 

Although some officiais involved in the preparation of the IPF rejected suggestions that the two 

documents were closely related, preferring to retain credit for the intellectual content of the PF. the 

facts suggest othewise. The two documents share a primary focus on "highcr value added" 

activities." There is also a shared focus on "indigenous." or "home-base" activities; technology and 

innovation; international trade; and education and training. While both documents focus on the 

importance of competitive advantage. the iPF more explicitly borrows from Michael Porter's work 

the belief that competitive advantage can be created by govemment. "As the sources of comprtitivs 

advantage shift to innovation and the quality of the labour force. the role of govemment as a catalyst 

for creating competitive advantage becomes increasingly important."" While recognizing the role 

for govemment. the IPF also stressed the importance of working in partnership with companirs. 

workers, and cornmunities. 

The P F  suggests that government's role in encouraging a shift to higher value-added activities 

72 Ontario. Compering in the New Global Economy. 38-40: and Ontario, Ministry of Industry. Tradc and 
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should be to focus on the following six "competitive fundamentals:" 

continuous innovation; 
raising ski11 levels; 
increasing technological capability ; 
establishing companies' home-based activities in Ontario; 
developing linkages and networks: 
building international ~apabilities.~' 

Policy directions identified to pursue the competitive fundamentals togethrr represented a 

comprehensive approach to the economy, featuring coordination across the micro. meso. and rnacro 

levels. While some of the policy directions grew out of the Peterson Premier's Council 

recornrnendations, others were rooted in new acaciemic influences. particularly the work of political 

econornists Robin Murray and Michael Best." 

Three key areas were identified where government actions could have the greatest benefit in 

strengthening the competitive fundamentals. These were: 1 ) Changing the wriy companies and the 

Govemment invest for the future: 2) Changing how the Government works with companies: and 3)  

Changing how we respond to economic change.76 Policy directions to pursur cach of the threr areas 

ranged from traditional industrial policy initiatives such as industrial su bsidies. through innovat ive 

approaches such as the establishment of multi-partite policy boards. a reliance on information 

brokering, and a new meso-level focus. 

The first key area emphasized the importance of changing the way companies and the 

..- 
govemment invest for the future. with a new emphasis on investing in people and infrastructure." 

As well as allotting over 52 billion to training and adjustment initiatives (indicative of 'old style.' 

reactive policy making), the IPF noted that the Ontario Training and Adjustment Board (OTAB), 

Ibid., 12. 
Robin Murray, Local Space: Europe and rhe New Regiondism. (Manchester. Stevenage and Herts: 
Centre for Local Economic Strategies and South East Economic Development Strategy, 199 1 ). 
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created in response to the People and Skills in the New Global Economy agenda, was to be a critical 

component of this emphasis. The second aspect of the 'investing for the future' strategy coupled a 

cornmitment to increase and refocus investments in traditional public infrastructure (macro-Level 

instrument). with a cornmitment to improve the province's technoiogical infrastmcture. Although 

this latter component 'fit' with the 'progressive competitiveness' strategy espoused by Wolfe and 

Miller. the initiatives relied primarily on extending commitments to existing Liberal initiatives. 

The second key area emphasized the importance of changing how governrnent works with 

companies. with the development of sectoral stntegies and support for strategic groups of companies 

highlighted as central to that effort. This sectoral focus was unquestionabiy the centrepiece of the 

NDP industrial policy, "shift ring] support towards cooperative projects undertaken by groups of 

finns within a sector and towards sector-level initiatives that benefit the sector as a ~hole."~"his 

focus would not require the state to pick winning or losing sectors, but would "work with any sector 

that develops a collective voice and identifies useful projects to increase the sector's overall Ievel 

of competitiveness."" The sectoral approach was based on the premise that both cornpetition and 

cooperation contribute to economic performance, reflecting the influence of Wolfe's reading of 

Michael Best and Robin Murray.'' The sectoral focus emphasized the porential rote of cooperation. 

noting that "through cooperation. fims in a sector can accornpiish projects that an individual 

Company would not undertake. The benefits from this cooperation can be shared by al1 firms. 

enabling thern to move to higher-value added activities."'' At the hem of the changed way 

government would work with companies was the Sector Partnership Fund (SPF). The SPF was 

announced as a $150 million. three-year initiative. in the 1992 Budget, prier to the releass of the 

78  Ontario. Indusrrial Pol iq  Frumervork, 24. 
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IPF. Just as the sectoral focus was central to the IPF. the SPF was the central program initiati~e.'~ 

As outlined in the P F  Backgrounder. "Sector Partnership Fund." the SPF would "be available to 

al1 sectors in the provincial economy and will support actions that reinforce the competitive 

fundamentals and lead to higher value added activitie~."~' Four principles were adhered to in 

detennining which sectors were eligible for funding: 

Flexibility - Given that each sector has unique developmental nerds. the SPF has been 
designed to allow for a flexible approach in funding projects; 
Cooperation - The SPF uses a multipartite consultative approach between business, labour. 
governrnent. and other stakeholders to build a broad endorsement of strategies and action. 
Leverage - The SPF is designed to encourage participants to commit resources to projects 
that will improve the performance of sectors; 
Accessibility - The SPF has been created to address the common challenges within a sector. 
Initiatives will be accessible to many or al1 sector  participant^.^^ 

In terms of the level of intrusiveness anticipated. the IPF Backgrounder clearly indicated that the 

province would play a very active role in facilitating the development of sector stntegies, noting that 

"some sectors are only just beginning to emerge and therefore have unique developmental needs. 

To help those emerging sectors mature and expand, the govemment will assist in the creation of 

viable sector organizations."" Further details about the SPF remained ro be ironed out at the timr 

of the retease of the IPF. 

A second part of the government's commitment to change how it worked with companies 

involved targeting strategic groups of companies. specifically 'innovative growth firms' and 'R&D 

perforrners.' Three innovative policy intentions were announced to richieve the former. while two 

. - .- 

One senior advisor noted that the government created a $300m pool of money for new initiatives. The 
SPF's $150m thus represented a major commitment by the government to this progrm. The 
commitment to the consultative. inclusive process which characterizes the SPF is aiso made evident. In 
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pursue its industrial policy goals better by dlocating more resources to other programs. such as the 
Ontario Innovation and Productivity Service (OIPS). 
Ontario. Ministry of Industry, Trade and Technology. "Industrial Policy Framework Backgrounder: 
Sector Partnership Fund," (Ontario: M I T ,  1992). 
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cornponents of the original Premier's Council agenda addressed the latter? The Ontario hvestment 

Fund was proposed. "to provide long-tenn patient capital and build new linkages and expertise to 

support innovative, high-productivity companies." Labour Sponsored hvestment Funds were also 

announced, providing Ontario workers with an opportunity to take control of the restructuring needs 

of their industries. These investrnent hnds represented new policy instruments in the government's 

approach to industrial policy. although the basis of the labour-sponsored fund had bern proposed in 

the Peterson government's PCR. in 1988. The iPF also indicated an intention to create the Ontario 

innovation and Productivity Service. an initiative that recognized that information brokerage. and 

provision of expert assistance. might be the most helpful way to help small and medium sizrd 

"innovative growth fim" overcome hurdles to expansion. This son of initiative. which recognized 

that the solution to problems is not to throw money at them. represented a step forward for Ontario's 

industrial policy. Such initiatives are particularly helpful in times of fiscal restraint. 

The third key area emphasized the need to change government response to rconomic change. 

by increasing the capacity of governments. cornpanies. workers. and comrnunities. to copr with 

signîficant changes. particularly those resulting from the 'greeening of the rconomy.' changes in the 

international uade environment. organizational innovation. and adjustment in response to structural 

change.s7 Most of the components emphasized here made reference to cxisting govemment 

initiatives. including a range of 'employment adjustment programs.' and the govemment's 

controversiai r e f o m  to the Ontario Labour Relations Act. although the cornrnitment to development 

of a Green Industry Strategy was a new direction (and indicative of cornrnitment to significant. 

although probably not third-order policy change). 

The final section of the IF'F addresses rnany of the concems of the 'NDP constituency.' It 

86 Ontario, Industrial P o l i q  Framework, 28. The R&D Super Allowance was a tax expenditure initiative 
controlled through the Ministry of Treasury and Economics (later Finance). while the Ontario 
Technology Fund ('Tech. Fund')was administered through the Minisuy of Industry. Trade and 
Technology (later MEDT). 
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emphasizes that the alternative to the 'progressive competitiveness agenda' enunciated in the iPF 

(Le. competitiveness without a progressive component). would have a negative impact on areas 

important to social dernocrats: 

Moving to higher value added activity is the preferred alternative to a strategy of relying on 
low-cost labour and eroded social and environmental standards to achieve competitiveness. 
A higher value added economy is a higher wage* higher-skill economy." 

The philosophy articulated by the P F  was cornprehensive - it called for an approach to 

econornic development which synthesized industrial. social. and environmental elements. It 

attempted to be too broad in its approach, however. It contained elements designed to appeal to that 

portion of NDP supporters who would have liked to see a govemment attempt to apply socialist 

principles. It also contained elements which the business community would have been cornfortable 

with. elements correspondhg most closely to the social market approach. Ultimately. the broad- 

ranging nature of the document made its vision difficult to achieve. In the attempt to incorporate 

competing visions into a single document, the iPF failed to articulate clearly a cohesive vision, and 

nsked alienating constituencies in both the labour cornrnunity and the business c~mmunity.~" The 

document became a virtual 'catch-alIV for the articulation of bureaucratic and political views on 

economic development and its role in shaping society. The 'Message from the Minister' that 

prefaces the PF,  ostensibly written by Minister of Industry. Trade and Technology. Ed Philip. 

speaks on the one hand of "encouraging innovation. upgrading skills. increasing technological 

capacity. establishing home-based activities. developing linkages and networks: and building 

... international capabilities." while in the next paragraph speaking of the need for "a fair and 

equitable process of economic development that captures the benefits of full participation by women 

and other traditionally disadvantaged g r o u ~ s . * ' ~  

The process of 'vettingV the document pnor to its release featured not only fairiy routine political 

88 Ontario, Industrial Policy Framework, 4 1 .  
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and bureaucratie 'turf protection.' but also an ideological debate cutting to the heart of the social 

democratic party's approach to the economy and society. This debate apparently grew out of the 

split within the party between those who favoured the 'progressive competitiveness agenda' and 

those who favoured an appraach that more clearly identified the distinction between the interests of 

business and the interests of labour, and other NDP constituencies. Thus, Ministries concerned with 

socid policy argued that econornic development couid not be discussed independently of the social 

context. Other ministries tried to 'piggy-back' their agendas ont0 the document. or conversely. 

feared the document represented an attempt to move in on their dornain. As one interview 

respondent explained: 

It was a very painful process .... Even the Ministers, generally. were suspicious of it. The 
Minister of Northern Development thought it was a grab at her power. The Minister 
responsible for Women's Issues thought it was the kind of "male-onented" thing that didn't 
sufficiently take into consideration the concerns of women." 

Not only did some rninisters demand that a number of 'unacceptable ternis.' such as 

'competitiveness' be removed from the document (a response indicating sensitivity to those who see 

competitiveness as an instrument of the capitalist class). but entire sections fleshing out the concepts 

of the IPF, dermed crucial in the eyes of policy bureaucrats. were removed in response to political 

pressure. 

One thing the IPF had going for it during the vetting process. was the strong support of David 

Wolfe, in his role as Executive Coordinator of Economic Policy. As the driving force behind the 

NDP's industrial policy, he was well placed to 'sell* his vision of industrial policy both to the 

bureaucrats within MEDT and to NDP caucus members. The 'progressive competitiveness' 

approach favoured by Wolfe was essentially a position that he hoped would reconcile the socialist 

dernands pulling the party to the left, and the need to respond to the business cornrnunity's view that 

a social market approach was required by the cornpetitive pressures associated with the global 

economy. One MEDT official interviewed noted Wolfe's advocacy rote: 
- - - - - - - -- 
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I think David Wolfe was able to present this to his caucus colleagues, New Democrat 
colleagues. as being an industrial policy that they could be proud of as New Democrats. 
because it recognized the collectivist aspect of econornic development: that there is. in fact. 
a collective interest that finis in a given firm or cluster share, and there are opportunities 
for collective action. Another word that rings with the history of the NDP and the CCF 
before it. 1 think this is the nature of the pitch that he made to his caucus colleagues. that 
this was an industrial policy that they could endorse as k i n g  sornething chat was their own. 
It was not just the Liberal, Peterson Premier's Council warmed ~ v e r . ~ '  

Wolfe was aware of many of the difficulties the Peterson govemment had experienced in trying 

to implement an industrial policy agenda. infonned by the lack of support for the PCR among policy 

bureaucrats, he skilfully fostered critical 'buy-in' among policy bureaucrats for an industrial policy 

consistent with his vision. The conflicting pressures bearing on the govemment continued to p l age  

the IPF into the implementation stage. as too many people wanted to see a document. and policies. 

reflecting their visions. 

One phase of the IPF' s development illustrates the ideological teeter-totter faced when 

bureaucrats. politicians and their political advisors. and external advisors al1 have a hand in policy 

formulation. After reworking the P F  to reflect a sensitivity to the agendas of other ministnes. the 

policy people from MEDT responsible for the IPF presented a second draft of the report to the 

people in the Premier's Council on the Economy as one component of the pre-budget consultation 

conducted by the Ministry of Treasury and Economics in early 1992. The reaction of the Council 

members to the IPF was generally critical. One advisor summarized the difficulties faced: 

It got pretty heavily trashed by the Premier's Council, because there were other things going 
on at the Premier's Council at this tirne. They had two task forces going. One was a task 
force on investment ... and the other was a task force on the future of the [Ontario] 
Tech[noIogy] Fund, which was being led by Fraser Mustard [the President of the Canadian 
Institute of Advanced Research (CIAR)] .... And they [the two task forces] were going off in 
quite different directions. The investment conunittee, in particular. was very concerned with 
the question of attracting and holding investment in Ontario. They were womed about al1 
the subsidiaries that were leaving .... so the overall issue for them was what was MlTT doing 
to attract and hold investment in Ontario. And they basically saw the draft of the Industrial 
PoIicy Framework as not addressing this issue at al1 and so they came down on it like a ton 
of 
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The members of the investment task force were clearly more concerned with the province's short- 

term econornic performance. nther than the long-term outlook. In that respect. the approaches they 

were interested in pursuing required reacti-de policy instruments. rather than the anticipatory 

rtpproach outlined in the PF. 

A l m e d  by the reaction of his own Council, Rae subsequently instmcted MITT staff to create 

a focus group of business people who could provide feedback crucial to making the document more 

acceptable to business interests. An advisory cornmittee representing business was assembled by 

the Deputy Minister on a few separate occasions between February and May 1992, with the 

Premier's economic policy advisor, Chuck Rachlis, playing an increasingIy active role in rewriting 

subsequent drafts. reflecting the Premier's concerns. Not surprisingly, the document underwent 

quite a transformation: 

[B]y May of 1992 they produced another draft and it went back out once or twice to these 
business people to see if it was getting more acceptable to them and each time it  did it got 
a little more right-winged in slant, because they were basically concerned more with the 
short term cost cornpetitive issues. 

The result was a document that did not fit with the NDP vision. "When the premier's office people 

read it ... somebody ... went ballistic ... because it was now this totalty. not totally. but it was now a 

much more right-wing document that said al1 sorts of things chat an NDP government wasn't 

particularly going to want to süy in this documen~."~~ After a numkr of funhrr fnistrating rewrites. 

involving both the Premier's Office and Cabinet Office. one individual questioned the logic of 

punuing such a document, stating "our folks don't read policy papers a n y w a ~ . " ~ ~  The IPF was the 

result of an attempt to create a set of policies and a document assuaging intrrests representing a 

broad section of the ideological spectrum. Given that fact, it is not surprising that the IPF lacked 

a coherent focus. 

The difficulties of incorporating a broad range of sometimes confiicting agendas into a single 

94 Confidential interview #34 (Cabinet Office official). February 9. 1995. 
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industrial policy was evident in the way the iPF was presented. As a written document. it bore the 

scars of the ideoiogical battles waged in its preparation. Items consistent with the NDP's broader 

agenda often did not fit into the flow of the main document. Instead, distinct text boxes outline a 

"broader view of ~orn~et i t iveness"~~ ((emphasizing the importance of social development to 

competitiveness). the growing rote of women in the labour force." and the "long-tenn cost of 

poverty."'" Other NDP priorities. such as "the greening of the econ~my"~' were incorporated into 

the main text. but are linked only very tenuously to the main themes of competitiveness and value- 

added production. The lack of clarity of vision in the IPF was evident to Bob Rae during the period 

leading up to its release. One senior official invoIved in its drafting noted that "the Premier .... the 

Premier actually described it [the IPF] as 'woolly.' That's what he thought. 1 think he probably still 

thinks that."'a> Rae acknowledged this view. noting that the IPF had "too many objectives. and too 

many targets. and tried to do too rn~ch." '~'  

The bureaucracy was forced to deal with the faitout from battles on the politicaVideologica1 

front. The response to this situation by officials at MiTT was illustrative of the politicril- 

bureaucratic dynamic during the Rae years. Much of the substantive information removed from the 

official IPF in response to political pressures was re-inserted as a 26 page collection of 

'backgrounders.' At the bureaucratic level, these backgrounders were deemed crucial to 

understanding the main document. The unspoken message seemed to bc that if the iPF was going 

to become a political grab-bag of tenuously related policy thrusts, the backgrounders at least could 

stand as the unadulterated domain of M ï i T  officials. The twelve backgrounders make no attempt 

to reconcile the sometimes conflicting demands of the economic, social. and environmental agendas 

-- they are clearly concemed with economic development. The backgrounders rely much more 
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heavily (than does the IPF) on the approach of Michael Porter. with a clear focus on the importance 

of competitive advantage. and on clusters of firms.'" The backgrounders flesh out many of the 

directions in the PF, including the role of the Sector Partnership Fund and the importance of 

focusing on: higher-value added activities; continuous innovation; raising ski11 levels; increasing 

technological capabilities; increasing home base activities, developing linkages and networks. 

building international capabilities: stntegic groups of companies: and the role of small business. 

Three aspects of the backgrounders stand out. One is the fact that the backpounders ciearly 

indicate they are talking about an industrial policy: Thus the first backgrounder explains that 

"Ontario needs an industnal policy ...." the second backgrounder presents "A Summary of the 

Policy." and the remaining ten backgrounders spell out the components of the p o l i ~ y . ' ~ ~  This stands 

in contrat to the IPF document. The minister's message suggested he was announcing an industrial 

policy. The body of the document States that "this paper sets out a frameivork for an industrial 

policy" (emphasis added). as the document title suggests. Further confusion is created with the 

suggestion that the "industrial policy" is but one part of a larger agenda including othrr rlements also 

mentioned in the PF: 

An industrial policy is an important element of the economic renewal agenda. It will 
complernent other government initiatives designed to promote community development. to 
stimulate green industries. to revamp the training systcm around the Ontario Training and 
Adjustment Board. to renew agricultural industry, to build a sustainable forestry sector. and 
to provide innovative financing mechanisms to support long-term inve~ tmen t . ' ~  

Should the focus on green industries, the emphasis on community development. and the creation 

of OTAB be seen as part of the provinciaI industrial policy, as their inclusion in the document 

suggests, or were they distinct from the industrial policy enunciated in the PF? Was there a 

hierarchy of economic policies. with the industrial policy specified in the Ministry of hdustry Trade 

102 Porter's 'cluster' approach is similar to the 'sector' approach emphasized in the IPF. but it captures 
more effectively the notion that in the production process. linkages exist between firms that might not 
be considered to be in the same sector. The term 'cluster' was one of the words purged from the rictual 
IPF document as a result of negative reaction from the Premier's Office. 
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and Technology's P F  a subordinate elernent of a broader 'economic renewal agenda' controlled by 

the Ministry of Finance? If the government had an industrial policy, but it was not accurately 

represented by the iPF document, where should one look to see what the government's industrial 

policy was? The answer to this iast question may be that the backgrounders were the 'real' industrial 

policy. 

The second noteworthy aspect of the backgrounders concerns not what they do talk about, but 

what they do not talk about. They do not build on the need to 'green the econorny.' nor do they 

highlight the importance of social development to competitiveness. In shon. the industrial policy 

backgrounders outline a generic industrial policy. while the agenda outlined in the IPF is more 

obviously a product of the NDP. 

The third noteworthy aspect, highlighted by the first two. is that the backgrounders indicate that 

the 'proper' domain for a provincial industrial policy is the Ministry of Industry Trade and 

Technology, With the exception of a brief discussion of OTAB, the initiatives discussed in the 

backgrounders are principally MIïT initiatives. Through presenting the backgrounders. M K ï  made 

the case that not only did they have the expenise to develop an industrial policy. they also had rights 

to its irnplementation. That the 'ownership' of the P F  was uncertain was evident in the main 

document. also. Although it went out under the signature of Ed Philip. the Ministrr of Industry. 

Trade and Technology, it was not published under the rninistry*~ name. but rather, under the name 

of the Govemment of Ontario. This perhaps seerns a trivial matter. but it is not. An industrial policy 

that requires the active buy-in of other ministries could not be seen as 'belonging' to a single 

rninistry. Yet ironically. a sense of ownership is required before any ministry could be expected to 

expend energies to irnplement such a policy. One senior official at MITT/MEDT noted that: 

there was a little bit of a problem about whether the Industrial Policy Framework was 
MEDT's Industrial Policy or the Govemment's industrial Policy. The Ministries were 
concerned that their policy agenda was being tnmmelled ... David Wolfe saw it as being the 
governrnent's. but 1 think that sort of got 'beat back.' We had more on training, but that was 
taken out because of OTAB, the bizarre OTAB process was underway. That was seen as 



"you guys can't contradict them. That's over there  no^."'^^ 

Rae noted that such petty turf battles were symptomatic of a much targer societal malaise: 

To me, you've got to break down the bureaucratic silos. Again. this is an ongoing struggfe 
within govemment. Ministries that always have seen themselves as separate identities ... That 
has to go .... There is no such thing as an MEDT. quote, policy. There has to be a poiicy of 
the government. The issue to me though, even goes beyond that. [Tlhe whole purpose of 
the Premier's Council, was to try to say look. "the solitudes of government, business. 
academia. labour, the broader communities - al1 those things have to be broken down". 
And it's important for us to look at a provincial approach to devetopment. rather than a 
government approach. The govemment approach has to include what's going on in the 
business community, and what's going on in other comrnunities. 

The experience of the NDP in power suggests that at both the societal level. and the bureaucratic 

level. Rae's government faced an uphill battie in its efforts to affect change. 

The Rae govemrnent stepped to the plate with the intention of forging an industrial policy. They 

were tom becween party ideologues and a concern that the business comun i ty  not reject the 

approach out of hand. The 'progressive competitiveness' approach encapsulated in the IPF alienated 

both these constituencies, however. in a province where 'The Art of the Compromise' had been the 

name of the game politically for decades, the NDP industrial policy tned to reach too far. Rather 

than trying to straddle a micidie position between social market and selective interventionist 

approaches. the IPF attempted to stretch across three ideological approaches. putting alternittively 

social market and socialist 'spins' on what was predominantly a selective interventionist approach. 

Public Inveshnent for Economic Rene wal: I nvesting in ï n ~ s t r u c t u r e  

The Ministry of Finance released Public Investment for Economic Renetrni. 'O7 in Febmary 1993 

(seven months after the release of the PF). stressing the econornic development potentials of public 

investment in infrastructure facilities. While the range of infrastructural components in this 

document went beyond traditional 'bricks and monar' approaches to infrastructure. for the most part 

- - - - -  

105 Confidential interview #29 (MEDT official), Marcfi 23, 1995. 
106 Interview with Bob Rae, August 29, 1995. 
107 Ontario, Ministry of Finance, Public Investment for Economic Renerval. (Toronto: Queen's Printer for 

Ontario, 1993). 



the ideas presented in Pttblic Invesrment for Economic Renewaf fit with conventional approaches to 

econornic development. As part of a larger "economic renewal" agenda the infrastructure stntegies 

outlined rnight be thought of as components of a comprehensive anticipatory industrial policy 

meshing micro, rneso, and macro level objectives. As a 'stand alone' poliîy document. however. 

it does not qualify as an anticipatory industrial policy. Its contents require further evaluation to 

determine which of these alternatives is accurate. 

According to the document. "roads and highways, transit, energy generation and transmissions 

systerns, water and sewer systems. educationai and medical f a c i l i t i e ~ " ~ ~ ~  play key roles in the 

province's econornic development. providing "the basic fabric underlying a modem. sophisticated 

economy [and] ....p rovid[ingl a powemil lever to attract pnvate capital investment and new jobs."'"' 

While acknowledging the historie role played by infrastructure investment. the paper mapped out 

three supposedly "New  direction^.""^ including strategic investments for economic renrwal. 

reforming capital planning. financing, and management. and improving accountability. Thesr new 

directions were necessitated by "growing and changing demand for infrastructure. increasing 

pressure on existing infrastructure systems, and difficult fiscal constraints.""' 

First. infrastructure investments were to be strategically airned (transportation. environmentai 

infrastructure. and infrastructure fostering innovation. as well as community-focused infrastructure) 

to foster economic renewaI by creating opportunity for economic development, improving the 

cornpetitive positioning of existing industries, and increasing the efficiency of infrastmcture 

systems: 

Strategic capital investments are high-impact investments that act as caialysts for change. 
They do this by changing the fundamental characteristics or performance of infrastmcture 
systems for the purpose of achieving important public policy goals.'" 

108 Ibid., 1. 
109 Ibid. 
1 10 Ontario. Public Investment for Economic Renewal. 17. 
1 1 1 Ontario, Public Investment for Economic Retrewal, 17. 
1 12 Ibid., 17. 



Second. special-purpose Crown corporations were created in three areas - transponation. sewer 

and water, and government real estate holdings - in search of effective partnerships as weiI as new 

financing arrangements including user pay and beneficiary pay systems "where they are practical 

and warranted.""' By rnoving such opentions out of the direct control of government. Rae hoped 

to involve the private sector in infrastructure projects which could be show-cased throughout the 

world, thus tappinp into a market with extraordinary potential. While sorne observers have drawn 

analogies to the deveIopments undertaken by the Quebec government during the 1970s and 1980s. 

Ontario's approach steers clear of 'gIamorous rnegaprojects' such as Quebec's Great Whale hydro- 

electric project, focusing instead on "roads. public transit. sewers and water-treatment plants. the 

sinews of daily life.""'l In that respect. it is not the focus of thrsr Crown Corporations that 

qualifies them as 'new directions,' but rather, the fact that as corporate entities. they would enjoy 

much greater flexibility in terms of potential financing alternatives. It was hoped that they would 

be able to tap into new revenue sources. "such as beneficiary pay and user pay." therefore relying 

less on the provincial treasury."' 

lmproved accountability, invoiving improved coordination and priority-setting. and more 

complete reporting of capital investment in the budget. was identified as a third "new direction." 

This emphasis was intended to distinguish government revenues and expenditures according to 

openting and capital chancteristics, and would thus clearly reflect "the Province's contribution to 

the capital stock of the e~onorny.""~ in comrnenting on the impact of government infrastructure 

expendinires on the provincial debtldeficit Premier Rae was fond of the analogy that it was more 

1 13 The Transportation Capital Corporation was created to implement key public transit and highway 
construction initiatives throughout the province. The Ontario Clean Water Agency would support 
the construction and management of water and sewer infrastructure. The Ontario Realty Corporation 
was created to hold, dispose of, develop. manage and finance Provincial land and buildings. See Ibid.. 
21. 22. 

1 14 Globe & Mail, "Ontario Takes a New Road." March 28, 1994, A 1 1 .  
t 15 Ontario, Public Invesrmenr for Economic Renetval. 2 1 .  
1 16 Ontario, Public Invesrmenf for Economic Reneud, 24. 



like borrowing money to pay for your house than borrowing money to put food on the table."' 

The document further noted the increasing importance of infrastructure systems. observing that 

the World Economic Forum's annual assessrnent of "competitiveness" identifies infrastructure 

(including natural resources, information, communications and transportation systems) as a key 

element of national c~rnpetitiveness:''~ 

To succeed internationally. many Ontario companies are now competing in more 
sophisticated market segments. a strategy which requires a well-developed infrastructure 
system a highly skilled workforce. and a cornmitment to inn~vation."~ 

The role of infrastmcture investments as credible tools of economic development was further 

buttressed by noting they have become priority issues in the U.S.. throughout Europe. and in 

lapan."' This is consistent with the comments of one intewiewee who noted that the whole concept 

of an industrial policy had been lent credibility by early initiatives of the Clinton administration in 

the United States.'" 

Like the iPF, the Public investment document was wri tten with traditionai NDP constituencies 

in rnind. While infrastructure expenditures have been traditional tools of governments in Canada 

since its inception. efforts were made to highlight how the components outlined would address 

typical concems of the left. Quality of life considerations attainable through infrastructure 

investment. such as safe drinking water, affordable child care. and a healthy environment. would 

"provide irnmediate benefits and increiise Ontario's attractivcness to companies that value quality 

of life considerations."'" whik presurnably also irnproving the lives of 'working men and women.' 

One aspect of the Public investment document that is intriguing is that it was the first position 

paper released by the Ministry of Finance after the reorganization of the govemrnent in February 

1 17 While this analogy has both economic and political ments. it does not hide the fact that every dollar 
spent on a mortgage (infrastructure) is a dollar not available for food/clothes (operatinp expenditures). 

1 18 The World Economic Forum, The World Competiriveness Report: 1992. (Zurich: The World Economic 
Forum. 1992). cited in Ibid., 4. 

1 19 Ontario, Public Invesrmenr for Economic Rene,rpal, 5 .  
120 Ontario, Public Investmenifor Economic Renewal, 7 .  
12 1 Confidential interview # t 1 (MEDT officiai), August 10, 1994. 
122 Ontario, Prtblic Invesrment for Econoniic Renewl, 7. 



1993. A key element of the reorganization was the establishment of the Ministry of Economic 

Development and Tnde. under the new leadership of Frances Lankin as Minister. The ernphasis on 

infrastructure development stressed in the report was presented not as a component of the 

government's industrial policy as articulated in the IPF, but rather. as a complement to it. 

Ordinarily. this rnight not have k e n  notewonhy. but given the timing. it seemed to suggest that the 

Finance staff were determined to maintain their previous responsibility for province-widr economic 

planning. This theme of bureaucratie cornpetition continued a trend çstablished during the Libsral 

administration. 

3.2.2 Reactive Industrial Policy: "Old Habits Die Hard" 

Despite having rnunciated a comprehrnsive anticipatory industrial policy in the IPF. featuring a 

reliance on long-term employment strategies consistent with innovation. flexibility and productivity 

growth.'" the NDP also relied heavily on ad hoc. reactive industrial policirs. designed to *bail out. 

industries. communities. and worken. facing the burdrn of restructuring. This is consistent with the 

Canadian expenence that political pressures make 'adjustment assistance' impossible to resist. It 

highlights, in this respect. the fact thot long-tenn economic drvelopment objectives ore often 

sacrificed to short-tem objectives with measurable impacts corresponding more closély to the 

electoral cycle. 

Alan Ernst notes how this process worked during the NDP mandate: 

[Mluch of [the NDP] governrnent industrial policy remains crisis driven and influencéd by 
the threatened closure of relocation of large enterprises. particulor1 y during the 199 1-92 
recession. Job protection considerations influenced the $18 million in assistance to 
Provincial Papers of Thunder Bay, $49 million to purchase a share in deHaviland, $9.2 
million to Fleet Aerospace. and 965 million to Ontario Bus industries of Mississauga. 
among others. which fit poorly with the govemment's goal of "strategic investments" in 

123 Ontario. Minisuy of Treasury and Economics. lnvesring in Tomorrow's Jobs: Eflecrive hvestmerit a n d  
Economic Renewal: Supplementan Paper. 1992 Onrario Budget. (Toronto: Queen's Printcr for 
Ontario, 1992). 1.  



"medium-sized innovative growth firms."i2" 

Even when government money was not involved in bailouts. as in the employee buyout of Algoma 

Steel (saving 5,000 jobs), significant government involvement. including extensive personal 

invoivement of the premier. was required. Thus. mediating settlements between labour and 

management became very much an instrument of reactive industrial policy. 

NDP efforts to pursue long-term employment stntegies were overshadowed by the cornmitment 

to address the growing probtem of unemployment accompanying the recession. The 'jobsOntario' 

series of initiatives (jobsOntarioCapita1, jobsOntarioHomes. jobsOntarioTraining. 

jobsOntarioSrimmer Employent. and jobsOntarioComrnrtni~ Action) were used to create annuaI 

employrnent for approxirnately 150.800 Ontarians. in partnership with other Irvels of government. 

The price tag for this job creation was stunning. however. A 1995 NDP election document notes 

that "since 199 1 the jobsontario family of program has invested S 19 billion to build roads. schools. 

hospitals. subways. sewers. watrr plants. and homes.""' The prominence in the public éye of 

jobsontario initiatives eclipsed longer-ten émployment concems. while bleeding hundreds of 

millions of dollars frorn the government's budget which rnight othenvise have k e n  targeted at more 

anticipatory forrns of industrial policy. 

3.3 Industrial Policies in Comparative Analysis 

Both Compering in the ~Veirv Global Econorny and the Indrcstricrl Policy Frnrneivork advocated 

positive adjustment policies intended to increase value-added production. and emphasize reliance 

on high-technology. innovative growth strategies. The PCR outlined tentative steps towards 

anticipatory industrial policy. while the IPF approach was apparently more comprehensive. Both 

124 Ernst. 'Towards A Pro~essive Cornpetitiveness," 22, citing Ontario. Ministry of Treasury and 
Economics, Jobs and Renewal: Strategies for a Growing Economy. (Toronto: Govemment of Ontario. 
1994). 9. 

125 Ontario. Ontario New Dernocratic Party, 'The Right Choice for Ontario," (Toronto: New Dernocratic 
Party. 1995). This document notes chat this money had created 600.000 person years of work. 



the K R  and the P F  involved what Atkinson and Coleman cal[ structurai intervention. although the 

PCR tended to target programs at the levei of the firm, while the major focus of the IPF was the 

sectoral l e ~ e l . " ~  Where they pmed Company most profoundly is in the reliance of the P F  on 

meso-level initiatives. particularly the Sector Partnership Fund. This emphasis reflected the 

importance of healthy industrial sectors to regional econornies. 

The issue of whether the iPF represented a more interventionist set of industrial policies than 

the PCR is a matter of some disagreement among observers. Thomas Walkom noted. for example. 

that: 

Ironicaliy, the NDP industrial strategy was less interventionist than that of the previous 
Liberal govemment. The Liberals had talked of using the state to develop and support 
leading-edge, high technology industries. The NDP industrial strategy talked instead of 
"supporting winning activities ...[ which] doesn't require the government to pick winning 
industries or champion companies of the future...""' 

Walkom reached the conclusion that the P F  was less interventionist than the PCR by focusing on 

the enunciation of the 'competitive fundamentals' in the P F  (rather than the SPF initiative). and 

simultaneously reading into the PCR extensive state involvement to implement the outlined agenda. 

As the centrepiece of the IPF. the Sector Partnership Fund provides the best yardstick by which to 

measure the relative intervention inherent in the IPF. 

In order to rnake the SPF 'work.' the government would have to involve itself intimately in the 

process of foming sectoral organizations. and in a senes of discussions meant not only to produce 

multipartite policy directions. but to overcorne an entire culture of cornpetition and conflict. In that 

respect, the SPF represented a policy of considerable depth, in terrns of the extent to which public 

involvement in decision-making would be req~ired."~ Moreover, while the SPF does not 

specifically target sectors in which the provincial govemment wanted to see strategies developed and 

126 Atkinson and Coleman, The Srare, Business, and Indusirial Change. 24. 
127 Walkom, Rue Days, 107. 
128 Marsha Chandler, "The State and Industrial Poficy Decline: A Survey". in Indusrrial Policy, Andre 

Blais, ed., Volume #M4 of the Research Studies for the Royal Commission on the Econornic Union and 
Development Prospects for Canada, (Toronto: University of Toronto Press, 1986). 175.6. 



projects pursued, it d e s  it clear that potentially all sectors of the economy should participate. In 

that respect. it is a policy tool of potentially great scope, i.e. "the range of rnatters in which 

government [is] involved" is potentially ~onsiderable."~ 

The enunciated policies of both the Liberals and the NDP indicated an awareness of the 

changing priorities of the global economy, and the extent to which provincial governments can 

perhaps ideally shape certain factors of production, particularly labour. By concentrating attention 

on education and training issues. through initiatives such as People arid Skills in the New Global 

Economy, and the creation of OTAB, they indicated an intention to capitalize on the confliience of 

the demands of the global economy and their constitutional powers as provinces. Richard Harris 

notes the importance of education. training, and an ernphasis on human resources: 

[Human resources policies are] of the utmost importance in terrns of long-run productivity and 
income growth .... The effort to retrain the economy's workforce will cal1 for definite leadership 
on the part of govemment. The need is urgent and the potential social returns are probably 
greater here than in any other industrial policy area.I3O 
C 

David Crane echoes this perspective: 

The education that we give these students will be more important than anything else we do to 
shape Our future, because the economy of the future will depend more thm anything else on how 
well each country develops the potential of al1 its people. Unless we have highly productive and 
flexible workers who c m  earn high pay, we will be forced to compete for iow-paying jobs with 
Mississippi or Mexico. In the global economy, the high-value and high-pay jobs will flow to the 
countries that c m  provide the best-educated workers and the most advanced educational 
institutions. 13' 

By concentrating on hurnan resource development, both govemments signalled an awareness of the 

importance of this 'factor of production' to the global economy."' 

Both govemments indicated they wanted to see a much higher level of consultation and 

129 Chandler, 'The State and Industrial Decline," 175. In particular, the SPF potentially involves a wide 
range of state involvement. 

130 Richard G. Harris, Trade. industrial Policy and International Cornpetition, Research Study # 13 for the 
Royal Commission on the Economic Union and Development Prospects for Canada. (Toronto: 
University of Toronto Press, 1985). 127, 129. 

13 1 David Crane, The Next Canadiun Centun: Building a Coniperitive Economj-. (Toronto: Stoddart. 
1992), 142. 

132 Hurnan resource policies are also perhaps the best example of the Courchene's assertion that economic 
and social concems are increasingly intertwined. 



coopention among and between govemment, labour, and business. For the Liberals. this desire was 

primarily manifested in the organization of the Premier's Council itself. and in the objective 

enunciated to "follow a consensus approach, like that embodied in the Premier's Council. in the 

creation of both economic stntegies and specific programs and in the mobilization of public support 

for the new directions.""' With little substance attached to this objective. it is difficult to accept it 

as much more than rhetoric. Rhetoric does have a cumulative effect, however. By the time the NDP 

came into power. the Ianguage of coopention and consultation had been in circulation for some time. 

The sectoral approach of the SPF, in particular, moved a long way towards putting words into action. 

The NDP approach asked business representatives to set aside an entire culture based on 

individualist competition with other business interests, and to get past the culture of institutionalized 

antagonism between business and labour. In shon. the NDP approach required third order change. 

In ideological terms, the NDP industrial policy rnoved toward anticipatory industrial policy. 

consistent with a selective interventionist approach to the economy. at a timr when the prevailing 

economic paradigm was positioned at the social market position. with rhetoncal 'gusts' in the  

business community suggesting that a pure market approach might be prefenble. Overcoming their 

resistance to such profound change would prove to be difficult. 

If both govemments apparently intended to punue anticipatory industrial policies addressing 

economic priorities such as the need to move ro higher-value added production. and to drvelop 

human resources to position Ontario to meet the challenges of the 'new global economy.' what 

explains their failure to implement their stated agendas? The following chapter turns to that 

question, addressing constraints that might reasonably explain the lack of action of the NDP and 

Liberals in this policy field. 

133 Ontario, Competing in the New Global Economy, 14. 



Chapter 4: Constraints on Industrial Policy: A Survey 

4.0 Introduction 

There are various factors that might reasonably explain why the anticipatory industrial policies 

outlined in the report of the Peterson Premier's Council. Compering in the New Global Econumv. 

and in the NDP* s Indusrrial Poli- Framework. were not successfull y implernen ted. In this c hapter 

a number of specific factors are identified that might constrain the ability of provincial governments 

to pursue economic development strategies. These include: 

constitutional constraints;' 
constraints imposed by the continental and global context; 
treaty arrangements (GATT, FTA, NAFTA); 
budgetq constraints; 
bureaucratie constraints: 
political constraints; 

Each of these constraints is reviewed here. enabIing us. in chapters 5 and 6. to assess what 

combination of factors explains the failure of the Liberal and New Democratic Party govemments 

to implement the policy agendas outlined in the PCR and the PF. 

4.1 Constitutional Constraints 

The Canadian Constitution does not assign exclusive jurisdiction over management of the economy 

to either b e l  of government. The "watertight compartments" of which Lord Atkin spokr in the 

Labour Conventions Case ( 1937)' have ceased to exist. Instead. policy making at both lrvels of the 

Canadian Federation is characterized by the division and sharing of powers. typically leading to a 

1 Included in this category are factors that could also be included in other categories. For examplr. 
difficulty in coordinating provincial and federal training policies could be considered a political constraint. 
When such constraints are attributable to the complexities of the Crinadian federal system. they r ~ r i  

considered 'constitutional constraints.' 
2 Attorney General of Canada W. Arforney Generul of Onrario, In the Privy Council. [I937] A.C. 327: III 

Olmsted 1 80, cited in Peter H. Russell, Leuding Consrirurional Decisions. 4 th ed., (Ottawa: Carleton 
University Press, 1987). 1 30. 



situation of entax~glement.~ The fornial constitution remains. however. the starting point in 

deterrnining responsibility for economic policy making in Canada. 

Robert Howse argues that federal power over trade and commerce [S. 9 1(2) of The Corzsritilrion 

Act. 18671. "manifests the intent of the authors of confederation that the federal government have 

adequate capacity to direct the economy and create a national Canadian market."' Section 12 1 

supports this perspective, protecting Canada as a customs union by prohibiting the imposition of 

tariffs on interprovincial tnde.' Under Crown prerogative. the federal govemment is also able to 

enter into treaties and agreements that bind Canada in the international legai sense."is power has 

become increasingly important as the world economy becomes more fully integrated -- it provides 

the federaI govemment with the power to enter into agreements such as the GATT (now WTO). the 

FTA, 2nd the NAFTA. The power to irnplement treaties between the British Empire and foreign 

countries is granted to the federal government by Section 132 of the Corzsritrkm Act, 1867. At 

Confederation. the written constitution was silent on the matter of implementing treaties entered into 

by Canada. because this was not possible at the time. The implication of treaty-making powers for 

Canadian federalism has been an issue only since the imperial conference of 1926. when it was 

resolved that -'each dominion govemment had the power to negotiate. sign and ratify treaties on its 

own behalf."' The Labour Conventions case. of 1937, discussed beIow. outlined the division of 

powers relating to treaty irnplemerttatiori. 

Although treaty-making powers and responsibility for international trade may prove to be the 

most significant economic management tools of the federal government in the present and future. 

3 See Peter M. Lcslie, Federal Srate, Nurional Econoniv. (Toronto: University of Toronto Press, 1987)- 48- 
49. 

4 Robert Howse, Economic Union, Social Jusrice. and Corisriric~iorzai Reform: Towards a High Bur Level 
Playing Field, (North York: Centre for Public Law and Public Policy. IWî), 52. 

5 Section 121 of the Consrirurion Act, 1867 reads: "dl articles of the growth, produce and manufacture of 
any one of the Provinces shall. from and after the union, be admitted free into each of the other 
Provinces." See SmiIey, Canada in Quesiion. and Howse, Economic Union. 47. 

6 See Anonymous, "Issues of Constitutional Jurisdiction". in Cartada: The Stare of rhe Federurion. 1987-88, 
Peier M .  Leslie and Ronrild L. Watts, eds., (Kingston: Institute of Intergovernmentd Relations. 1988). 41. 

7 Peter W. Hogg, Consriturional Law of Canada, 2nd. ed.  (Toronto: Carswell. 1985). 250. 



during the post-wür period. Keynesian policy instruments such as taxation. spending, and monetary 

policy have been central to federal management of the economy. It is monetary policy that most 

clearly distinguishes the federal and provincial levels of government in the area of economic 

management. In 1995. the Ontario Ministry of Finance released a critique of federal management 

of Canada's monetary policy since 1988.Vhe document argued that tight monetary policy during 

this period led to higher than necessary interest rates which exacerbated the effects of the recession 

in Canada vis a vis the United States. and subsequently increased deficits incurred by federd and 

provincial go~ernments.~ The lack of provincial control over this policy tool is one of the greatest 

sources of frustration for provincial govemments in Canada. The situation is further complicated 

by the fact that the Bank of Canada. which manages Canadian monetary policy. is somewhat 

removed from the control of the federal govemment. This makes the usual intergovemmental 

bargaining, which contributes to provincial influence in most spheres. very difficult in this area. 

Although it rnay be expedient for federal governments to give the Bank of Canada considerable 

'rlbow room' in managing monetary policy. ultimate responsibility rests with the Minister of 

Finance. who may be susceptible to pressures applied at the intergovemmental level. This cnplains 

the political pressure applied by the Ontario government by publicly releasing a document which 

clearly indicates a belief that officiais at both the Bank of Canada and the federal Depanment of 

Finance erred in their single-minded pursuit of stabilized inflation. The same information could have 

been (and probably had been) conveyed through the ' functional' channels of intergovernmental 

relations central to Stefan Dupré's "workable txecutive federalisrn"."' By 'going public.' Ontario's 

Ministry of Finance may have been seeking to raise the stakes on the issue of federal control of 

8 Ontario, Ministry of Finance, The Role for Morzerav Policy irr Supporritig Job Creariorl und Defrcir 
Reducrion, (Toronto: Ontario Minisuy of Finance, April 1995). 

9 Ibid.. 2. 
10 J. Stefan Dupré, "Reflections on the Workability of Executive Federalism", in Inrergoverntnenral 

Relations, volume 63 of the research studies for the Royal Commission on the Economic Union and 
Development Prospects for Canada, Richard Simeon. Research Coordinator. (Toronto: University of 
Toronto Press, 1985). I -32. 



monetary policy, in the hopes of influencing them to change their policies to encourage economic 

growth." This discussion of monetary policy highlights one of the major impediments to provincial 

governments pursuing anticipatory industrial policies such as those outlined by Atkinson and 

Coleman. Anticipatory policy is typified by wide ranging initiatives coordinated across micro. 

macro. and rneso levels of the econorny. Monetary policy is among the most important macro tools 

available to the federal government. Its absence at the provincial levd makes it much more difficult 

to coordinate across a11 three levels. 

The discussion about constitutional control of monetary policy may. however, t e  imrnaterial. 

Daniel Dnche argues that the NAFTA effectively moves control of monetary policy from the hands 

of Canadian policy makers to American policy makers: 

[ut is wrong to think of NAFTA as a regional trading alliance. It is more precise to cal1 it 
a dollar zone disguised as a trade bloc. What is different is that this relationship is now 
'constitutionalized' in a legal text. The US dollar is de facto given the status as the 
agreement's reserve currency and this gives Washington the power to set the monetary 
poiicy for Canada and Mexico. '' 

If Drache is correct that this will be the effect of the NAFTA. the Canadian debate on federal 

'mismanagement' of the money supply seems misplaced. It does suggest. however. that the N W T A  

may hme effects which reach beyond the obvious. It also demonstrates the interaction effect of 

some of the 'constraining variables' cited hrre. The federal government may enter into treaty 

agreements consistent with its constitutional jurisdiction over both trade and treaty-making which 

have the effect of nuilifying some of the powers of both the federal and provincial govemments. 

To the extent that international agreements place constraints on provincial powers, (de facto or dr 

jure), shouid this be considered a constraint arising from the constitutional division of powers, or 

I l  This may also have been an attempt to lcnd legitimacy to Ontario's reccnt efforts to point out ways in 
which the federal system has, in recent years, failed to serve Ontario's interests. A more cynical view 
would be that this was a pre-election effort on the part of the NDP to discredir the federal Liberal 
governrnent. and in turn, their provincial counterprtrts. This view seems unlikcly. given the tcchnical 
nature of the document. and the lack of overt partisanship. 

12 Daniel Drache, 'The Post-National State", in Canadian Politics. 2nd ed. James Bickerton and Alain-G. 
Gagnon, eds., (Peterborough: Broadview Press, 1994). 559. 



a constraint arising from the treatyhrade agreement? The answer is 'both.' This is typical of the 

constnints identified here - their joint impact outweighs their independent impacts. 

Although provincial govemments rnay not control al1 the mechanisms necessary to manage 

economic growth, they do  possess ample powers to make a real difference in the development of 

their domestic economies. Provinciai involvement in economic policy has derived in part from the 

powen falling under s.92 (13). "Propeny and Civil Rights in the Province."" This head of power 

confers on the provinces jurisdiction to regulate insurance. business in general. professions and 

trades. labour relations. marketing. securitirs trading. propeny. and debt ad j~s t rnent . '~  Whiie 

jurisdiction over property and civil rights may have the greatest potential for expansive judicial 

interpretation. evidence suggests that provincial ownership of natural resources may have provided 

the provinces with their most powerful tool for rconomic development to da t e . '  Under the terms 

of the Constitution Act. 1867.'' the four original provinces were given proprietary rights over large 

tracts of resource-rich lands. which they were cntitled to  sel1 in the same way that a private 

propnetor would be able to. Speciai arrangements have been made with newer provinces. such that 

each now has the s m e  proprietary rights as the original provinces. As well, provinces enjoy a wide 

range of legislative powers with respect to privately held lands. including reg~11ato1-y control of 

13 Sec Peter Hogg, Constia~rionul Lrrw of Canada, at 453,454, where he explains that "the power to make 
laws in relation to 'propeny and civil rights in the province' A s  by far the most important of the provincial 
heads of power .... Most of the major constitutional cases have turned on the cornpetition between one or 
more of the federal heads of power, on the one hand. and property and civil rights. on the other." 

14 Ibid.. Chapter 20, Property and CiviI Rights. 353-48 1. Hogg notes that there are imponanr exceptions to 
these regulatory powers. 

15 See John Richards and Larry Pratt, Prairie Capiralisni: Power and Influence in the New West, (Toronto: 
McClelland & Stewart, 1979). and H.V. Nelles, The Politics of Developnienc Forests. Mines and -.dru- 
elecrric Power in Ontario, 184% 194 1. (Toronto: Macmillan. 1974). 

16 Sections 117 and 109 retained provincia1 ownership and conuol over public lands with the exception of 
canals. public harbours. lighthouses and picrs. sterimboats. dredges and public vessels, rivers and Iakc 
improvernents. railways, milit:iry roads, customs houses. post offices and other public buildings. ordinance 
and rni1im-y propeny, ruid lands set apart for general public purposes. Sce Hogg. Consriturional Latr. uf 
Canada. 569. 



onshore rninerals (including oil and gas). forests." and hydro-ele~tricit~." The inclusion of section 

92A. in the Constit~rtion Act. 1982 further extended provincial powers, "shor[ing] up provincial 

ownership of and control over non-renewable natural resources. forestry resources. and electrical 

energy."19 

The history of 'province-building'. notably the penods of deveiopment in Ontario and Alberta 

discussed in Chapter 2. suggests that in the past. natural resource exploitation has been the focus of 

provincial economic deveiopment. Provinces hoping to manage econornic deveiopment within their 

borders into the next century wilt have to shift their focus to areas consistent wtth the demands of 

the global econorny. Successful economies of the 1990s and beyond wiil be those where there is 

significant value-added. particuiarly through the application of technotogy and knowledge. Thus, 

while the tools of economic development which may have been most significant in past decrides -- 

control of natural resources - were in provincial jurisdiction. the most significant tools in future 

decades - particularly education and training - are also provincial responsibilities. Both the PCR 

and the IPF placed considerable emphasis on these priorities. not only at the conceptual level. but 

also in their specific recommendations. At the level of objectives. the most obvious fit between the 

PCR agenda and the emphasis on technology and knowledge can be seen in the assertion that 

"Ontario should ... build a strong science and technology infrastructure ...[ and] improve the education. 

training. and labour adjustment infrastructure to levels adequate to sustain industrial competitiveness 

and help workers weather the technological change and adjustrnent necessary to move to higher 

17 This power relies on legislative authority over property and civil rights in the province (S. 92( 13 1). local 
works and undedings (S. 92( 10)). rnatters of a local or pnvate nature (S. 92( 16)). natural resources (S.  

92A) and taxaiion (ss. 92(2), 92A(4)). See Hogs. Ibid.. 583. 
18 Provincial power over the generation and distribution of hydro-electricity stems from provincial 

jurisdiction over dams. generating stations and distribution systems. which fall under "local works and 
undertaiungs" s.92( 10). 

19 Roger Gibbins, Conflicr and Uni'.. (Toronto: Methuen. 1985). p. 241. See also R.I. Cheffins and P.A. 
Johnson. The Revised Canadian Consritution: Polirics as Law. (Toronto: McGraw-Hill Ryerson. 1986 1. 
66. 



value added ... activities."" Specific recomrnendations supponing R&D and the drveIopment of a 

"people strsitegy" also fit with an understanding that important constitutional powers can be utilized 

to further econornic development. The NDP focus on training is most evident and in the 

cornmitment to "invest in people" through training and adjustment prognrns. and the establishment 

of OTAB. the province's training board. 

Constitutional change can occur through forma[ amendment. constant evotution. or a 

combination of the two. Thomas Courchene notes that "the institutions and structures of our 

fedention appear to be continually evolving in order to m e t  the needs of the time."" Very little of 

the evolution which has occurred. however. has required formal constitutional amendment. Instead 

evotution has derived from the use of the fedeni spendins power and the willin,aness of both tevels 

of ,oovernment to experiment with a variety of arrangements. forging federal-provincial agreements 

in several areas. Nevertheless. recznt proposais for constitutional change have consisred of elrments 

-7  with profound implications for the economic dimension of Canadian feden1ism.-- 

20 Ontario. Competing in the Net$. Global Ecomrn~.  13.14. 
2 1 Thomas J. Courchene. Econoniic Managemenr mid Diiision of Pott-ers. volume 67 of the researcfi studies 

for the Royal Commission on the Economic Union and Developmcnt Prospects for Canada. tToronto: 
University of Toronto Press. 1986). 330. 23 1 .  

22 The Mcech Lake Accord [ 1987 Constitutional .Accord] for esamplc. included ri requirement that the First 
.Ministers convene at Ierist rinnually "to discuss the state of the Canadian economy." The Fsderal 
govemrnent's  proposa!^ for constitutional refom. Shapiq Canada's Fiirure Togeiher: Proposais. 
t Ottawa: Minister of Supply and Senices Canada. 199 1 ). 29-3 1.  relerised in Septembcr 199 1. proposed 
formal amendments to Section 12 t of the Consritution Act. 1867. enhrincing the mobility of persons. 
capital. goods and services. by preventing laws. progarns. or practices of either level of governrnent 
constituting barriers to such mobility. The federal Proposais funher recommended an amendmcnt "to 
provide Parliament wich ri new power to make Iaws for the efficient functioning of the economic union. 
( 3 1 )". While suiking a somewhat more consensual approach. sensitive to concems of the provinces. the 
Beaudoin-Dobbie cornmittee essentially endorsed these proposais. in Canada. Special Joint Cornmirtee 
of the Senate and the House of Cornmons. Repon: A Renert-ed Canada. (Ottawa: Queen's Prinrer for 
Canada 1992 ). More provincecentred approaches to constitutionai refom include Que bec Libed Part!. 
Constitutional Cornmittee. A Quebec Free To Choose (The Allaire Repon). (Quebec: January 28. 199 1 ,. 
and Quebec. Cornmission on the Political and ConstitutionaI Future of Quebec. Reporr (Belanser- 
Campeau Commission). (Quebec: 199 1 ). An excellent sumrnary of the economic ramifÏcat.ions of ~~arîous 
constitutional proposais can be found in various publications of the John Deutsch Institute for the Study 
of Economic Policy. inchding Robin Boadway. et al. eds.. Econamic Dimensions of Consriniriorial 
Change. Vols. 1 & 2.. (Kingston: John Deutsch Institute. 1991 1. and Robin Boadwriy and Douglas D. 
Purvis, eds.. Economic Aspects of the Federal Gor.ernnienr's Constitutional Prospecrs. î Kingston: John 
Deutsch Institute. 199 1 1. 



Although formal constitutional change and evolution through judicial review are the most 

apparent sources of shifting jurisdiction over rnatters of concern to the econornic developmnt of the 

nation and its regions. there are other sources of change which may also play a sipificant role. The 

Free Trade Agreement and the NAFTA. discussed at greater length below. have k e n  viewed by 

some as having profound impacts on the de facto division of powen over economic development. 

Ian Scott. then Ontario Attomey-General. noted the threat posed to the process of fedcnl-provincial 

relations by the Free Trade Agreement: 

[A] constinitionat change is implied by the manner in which the Agreement menaces the 
practices of baiance and consensus that are the essence of federal-provincial accommodation and 
that have been an enduring feature of Canada's constitutional principles." 

The FTA and other treaty arrangements thus potentially alter not only the siibstunrive balance of 

power between the federal and provincial governments. but also the procedural balance crucial to 

the functioning of intergovernmental re~ations.'~ While both the K A  and the NAFTA were 

intentionally drafted in such a way that their infringemrnts on areas of provincial jurisdiction are 

minimal. assessing their impact on the federal division of powers is an ongoing process. Like 

constitutions, trade agreements tend to take on a life of their own. with shifting effects that reflect 

the changes occumng in the surrounding economic and polit ical landscapes. 

Provincial govemments seeking to pursue activist economic development policies face 

constitutional constraints lirniting the range of policies that might be successfuliy pursued. Both the 

PCR and the P F  were drafted with full knowledge of the constitutional context. though. The 

s~ecific recornmendations of the PCR and the IPF were not constitutionaily constrained. ,Moreover. 

the contextual constraint which establishes the federal government as pre-eminent in economic 

Ontario. Attorney General Ian Scott, The impact of rhe Canada/Unired Srares Trade Agreement: .4 Legal 
Anabsis, (Toronto: Queen's Printer for Ontario. 1988). 9. 
Admittedly, the "essence of federal-provincial accommodation" o f  which Scott speaks has been far more 
seriously jeopardized by forces unleashed during the faiIed attempts to pass both the Meech M e  and 
Charlottetown Constitutional Accords. That does not detract from his general point. that an agreement 
such as the FTA places it set of restrictions on both levels of  govemment which ha the effect o f  limiting 
the range of potential solutions available through federal-provincial negotiation. 



policy. and the growing importance of fedenl jurisdiction over trade policy, does not preclude 

provinces from pursuing initiatives targeting the importance of human resource development. 

Perhaps ironicalIy, the Canadian Constitution may have positioned its subnational govemments to 

pursue meso-level policies ideally suited to the giobaIized economy. 

4.2 Constraints Imposed by the Continental and Global Context 

In economic terrns ... the Cold Peace - a period characterized by economic rather than 
military conflict - is upon us. Countries [and provinces] can be crushed every bit as much 
in a 'cold peace' as they cm be in a cold war [Ian Scott. Attorney General of Ontario. 
19901." 

The international econornic environrnent that Ontario faces in the 1990s is drmtically 
different from the world of the 1950s to mid- 1980s. Intensify ing international cornpetition. 
the development and application of new technologies. and the growinp concem about the 
environrnent are changing ttie bais for success in advanced econornies ... The scope and pace 
of these changes requires an economy that is quick to adjust and restructure -- an economy 
that embraces change (NDP's Industriai Policv Franlework Backgrounders. 19921." 

Both the Peterson Liberals and the Rae NDP governments demonstrated an awareness of the 

dramatic economic changes occurting internationally during their tenure in office. Both the PCR 

and the IPF were prepared within a context accepting globalization as a 'given.' To that extent. 

policy instruments were chosen with the express purpose of preparing the province to address the 

challenges of globalization. 

In this section. the issues faced by Canadian governments. paxticularly the government of 

Ontario. are exarnined. with particular focus on those issues arising as a result of the global 

economy. The impacts of 'globalization,' 'continentalism' and 'interdependence.' are explored. The 

impact of global effects on the balance of the Canadian federation is aiso explored. providing a better 

understanding of the context in which Ontario's industrial poiicies were being implernented. 

25 Ian G. Scott. Ontario Looks ar the 1990s. (Kingston: Queen's University. Industrial Relations Centre. 
1990). 5. 

26 Ontario, Ministry of Indusuy, Trade and Commerce. Itidustrial Policy Frarnework Backgrounders. 
(Toronto: M m .  1992). unpaginated. 



Globalization Detined 

The term 'giobalization' is used so often when referring to the world economic and politicai context. 

that its meaning has k e n  obscured. Donald McFetridge explains that globalization is: 

a term used to describe a process of increasing international economic and political 
interdependence. Its manifestations include increases in internat ional flows of goods. services 
and information and corresponding increases in the scope and importance of international 
business enterprises." 

Ciosely linked to globalization is the tmergence of an increasing smphasis on competitivéness. 

Hollingsworth and Streeck note this development: 

[ n h e  h o p  srems to be that global cornpetition in an intekgmird world market will ultimately 
replace the variety of national definitions of good econornic performance with a grneral 
standard of un iversal c~mperitir.eness.'~ 

This 'competitiveness' agenda. popularized by Michael Porter. has emerged in response to the series 

of changes in the global economy which we collectively refer to as 'globalization.' David Wolfe 

suggests the following changes are key : 

the wave of technological innovation which is reordering the bais  of production across a wide 
range of industries; 
the steady fa11 in non-oit commodity prices since the rnid 1970s; 
the phenornenon of jobless growth: 
the progressive shift from a manufacturing-based cconomy to a more senice-oriented one: 
the increasing inteLmtion of the world economy. particulari) under the influence of initiatiL-es 
such as the GATT." 

Implications of Globalization 

The most significant implication of globalization for the purposes of this study is that globalization 

involves a shift in power from governments to corporations. Globalization has arguably altcred the 

range of activities available to governments throughout the world. David Crane explains that a 

Donald G. McFeuidge. "GIobalization and Cornpetition Policy". in Producri\.i~. Growdi and Cartada 's 
Inremarional Comperirir.eness. ( Kingston: John Deutsch Institute. 1 993 ). 1 33. 
J .  Rogers Hollingsworth and Wolfgmg Streeck. "Counuies and Sectors: Concluding Remarb on 
Performance, Convergence and Cornpetitiveness". in Goveming Capiralisr Economies: P e f l o m n c e  and 
Conrrol of Econornic Secrors. I. Rogers Hollingsworth. Philippe C. Schmitter. and WoIfgang Streeck. eds. 
(New York: Oxford University Press. 1994 ). 28 1. 
David A. Wolfe, "TTechnology and Trade". in Debaring Canada's Future: Viervs from the Lefi. Simon 
Rosenblum and Peter Finlay. eds.. (Toronto: Lorimer. 199 1 ). 106-8. 



recent United Nations report has noted that "[h]uge and powerful transnational corporations are 

increasingly deciding where production wilI take place around the world and what kinds of jobs will 

be located in different countries."" With the growth of corporate power. the scope for govemment 

action is limited: 

It is they [TNCs], rather than govemments. that are allocating resources ruid activities around 
the worid. Free trade agreements. such as the North American Free T'rade Agreement. are 
pushing this new international division of labour even further." 

McFetridge echoes this view, noting that the pressures created by globalization lead govemments 

to seek alternative policy instruments: 

Globalization has reduced the policy discretion of the nation state. Various forms of 
hitherto routine state intervention in economic life have become or are becoming subject to 
the discipline of international codes of conduct. While the number of instruments available 
to national governments has declined. political pressure to protect dornestic interest groups 
has not. There is thus a political incentive to seek out and employ new. less visible 
instrument~.~' 

The emergence of Newly hdustnalized Countries (NICs) has also been a prominent feature of 

globalization. These countnes have been able to produce goods at low cost. thus driving the nred 

to reduce production costs in the developed world also. Atkinson and Coleman note that Canada's 

"middle power status in the international economic system."" combined with the small and open 

character of the Canadian economy. makes Canada particularly vulnerable to the political and 

econornic impacts of globalization. They state that "[i]n the intemational [economic] arena Canada 

is a policy taker."" Furthemore. Ontario's vulnrrability is particularly acute. @en the high 

proportion of branch plants in the provincial economy, and the province's heavy reliance on foreign 

(specifically American) exports. 

30 David Crane, "Corporate giants, not govemments are calling the economic shots". T/ze Tororiro Star. JuIy 
21, 1993, A19. 

31 Ibid, 
32 Donald G. McFetridge, "Globalization and Cornpetition Policy". in Proditcriifin*. Crowtli und C~xriudri 's 

lntentarional Coniperitiveness. Thomas Courchenc ruid Douglas D. 
Institute, 1993). 133. 

33 Michael Atkinson and William Coleman, The State, Business. 
(Toronto: University of Toronto Press, 1989). 15. 

34 Ibid. 

Purvis. ed.. t Kinsston: John Deutsch 

and Indlrstrial Change in Canada. 



Drache and Gertler note that the impacts of globalization are not uniformly felt in al1 regions of 

Canada. Thus. the forces of globalization exacerbate the regional tensions which have been 

institutionaiized by Canadian federalism: 

With capital increasingly free to move across national boundaries. foreign investment is 
particularly threatening for Ontario. which has the largest number of branch plants in Canada. 
Ontario faces the harshest adjustment ...." 

Paul Kennedy reiterates the regional effects of globalization. noting that globalization causes the 

regions and communities of the world to compete against each other to attract industry: 

Since communities and unions are bidding for the same jobs, it follows that one region's 
enhanced (or retained) employment means another region's rising unemployment. Winner 
or loser, it is clear that there is "uneven bargaining power" between communities and the 
globalized company .16 

Those provinces. regions. and communities that Iose this bidding war. are clearly hurt by this 

process. Less obvious. however. is that even for the winning bidders, considerable damage rnay 

result from the hamiful effects of the bidding process. Some view this interregional competition as 

haalthy. particularly in the Canadian context." Others wam of the dangers of the 'race to the 

bottomT syndrome. where in an attempt to outbid each other. wages are forced down. unnecessary 

incentives are offered. and social programs are rolled back. These pressures build both at the public 

and private sector levels. Clark and Saiz note that "businesses can play States [provinces] off sach 

other to get the best deal; state [provincial] and local governments take part is this bidding war 

because there are political advantages to winning the investment competition with other states."'" 

Globalization and the trade agreements that have emerged to deal with the forces of 

globalization. aiso affect the balance of power within the Canadian federation. While acknowledging 

35 Daniel Drache and Meric S. Gertler, "Chapter 1 : The WorId Economy and the Nation-State: The New 
International Order", in The New Era of Global Competirion: Srare Poli-. and Marker Power, Drache and 
Gertler, eds., (Montreal and Kingston, McGill-Queen's University Press, 199 1 ), 13. 

36 Paul Kennedy, Preparing for rhe 2 Isr Cenrup, (Toronto: Harper Collins, 1993). 59. 
37 See Albert Breton, Ceniralizarion, Decenrralimion and Inrergoovernnrentul Coniperition, (Kingston: 

Institute of Intergovernrnental Relations, 1990). 
38 Susan E. Clark and Martin R. Saiz. "Economic Development and Infrastructure Policy," in Polirics in rhe 

Anletican S~ates: A Conrpararive Analysis, 6' cd., Virginia Gray and Herbert Jacob. eds.. (Washington: 
CQ Press, 1996). 5 19. 



that globalization leaves al1 governments with reduced capacity and power. Richard Simeon suggests 

that the central govemment is the main loser: 

Its powers are the most constrained; it has the least ability to develop coherent policies. since 
it must balance so many regional interests; and it has less jurisdiction over the quality-of-life 
issues that are likely to become the major areas of government innovation in the future. These 
are Iargely provincial. so that. in Canada -- perhaps paradoxically - globalization seems to be 
fostering decentnlization rather than ~entralization.~~ 

Maude Barlow suggests that the relative weakening of national governments by TNCs may be 

intentional: 

[TJransnationals do not generally define thernselves in national terms .... They are economic 
fiefdoms: flexible. dynamic and autocratie. Their goals are to survive. to grow and to 
accumulate wealth. They seek to circumvent. and therefore weaken, nationaI jurisdictions. 
creating what they lovingly cal1 a "world without  border^."^ 

Although this tendency to erode state powers clearly applies to the national Ievel. it also applies at 

the provincid level. The effect of TNCs on the balance of powers in Canada remains unclear. 

Although the forces of globalization place restrictions on national govem ments. potent iall y 

creating policy vacuums into which provincial policy maliers might rnove. the same forces surely 

place restrictions on provincial governments. It is impossible to know with any level of certainty 

how globalization wiIl affect the baiance of Canadian federalism in the long te r~n .~ '  Much will 

depend on the effectivenrss of vanous policy instruments in draling with the forces of change. If. 

for example. the Arnerican economy surges. the success of nationally driven continental trade 

policies may shift power in the direction of the kderal government. Altematively. the success of 

provincial emphases on strategic approaches to training may cause a shift in the balance of power 

to the provincial level. 

Richard Simeon, "Globalization and the Crinadian Nation-State." in Canada At  Risk? Canadian Pitblic 
Poliq in the 1990s. G.  Bruce Doern and Bryne B. Purchase, eds.. (Toronto: C.D. Howe Institute. 199 1).  
53. 
Maude Barlow. "Charting Canada's Future: The Canadian People Versus Transnational Corporations." 
in Meeting the Global Challenge: Competitive Positiori arid Srmregic Respartse, J e q  Dermer, ed.. (North 
York: Captus Press, 1992). 132. 
Shifts in the federal balance of power resulting from globalization pale in cornparison to the changes 
potentidly arising frorn more imrnediate challenges to confedcration. such as the uncenainty surrounding 
the future of the province of Québec. 



Provincial Responses to Globalization 

Provincial governments have become aware of the challenges and opportunities presented by 

globalization. Indeed. both the PCR and the iPF were explicitty responses to globalization. Ivo 

Duchacek notes that provincial awareness of globalization is a new development: 

Whether global. continental. or regional, interdependence is certainly not a novel fact or 
concept. but the subnational awareness of its pressures and opportunities and the need to 
react to them. is. The awareness of subnational vulnenbility to extmational. distant events 
h a  now, as it were, tnckled from beyond the borders down to subnational elected officiais 
and their staffs.? 

The reaction of the provinces to the realities of globalization Vary considerably. as one would expect. 

Garth Stevenson suggests that in an attempt to find a niche in the international economy. provincial 

governrnents have pursued distinct economic policies: 

These [provincial econcmic policies] are. in part. a consequence of the relatively specialized 
provincial economies and the fact that their relevant interdependencies are as much with the 
outside world as with one an~ther ."~ 

Thus. province-specific development policies. such as outlinrd in the PCR and the PF. may be 

necessary to remain cornpetitive in the world economy. 

H.T. Wilson notes that in the absence of federal action. provincial and regional institutions have 

rmerged to take on the functions and activities required to deal with the challenges. Whilr noting 

Quebec's 25-30 year hçad start in this area. Wilson also singlrd out the various reports prepared by 

Ontano's Premier's Council. "which, with justification. treat that province as an economic éntity in 

its own rigkWu 

As economic units with a certain degree of autonomy. provincial governments have pursued 

distinct approaches to deaiing with the United States. Increasingly. provinces have tumed to their 

neighbouring States for two-way tnde. Brown. Fry and Groen note that provincial relationships 

42 Ivo Duchacek. "Perforated Sovereigntics: Towards a Typology of New Actors in Inicrnational Relations." 
in Federalism utid Ititernarional Relarions: The Rule of Subnational Units. Hans J. Michelmann and 
Panayotis Soldatos, eds., (Oxford: Clarendon Press. 1990). 6 .  

43 Ganh Stevenson, Utifulfilled Union. 3d edition. (Toronto: Gage. 1989), 180. 
44 M.T. Wilson, "The Quagmire of Indusuial Policy," in Meeting the Global Challenge: Compeririw 

Position and Srrategic Response, Jemy Dermer, ed..  (North York: Captus Press. 1992), p. 154. 



remain dynamic. shifting to non-North American trade options when the US economy indicates a 

period of decline. This cross-border interaction is typically accompanied by a decentralization of 

the respective federations: 

As the balance of power in fedenl subunit relations shifts increasingly in favour of subunits. 
and as state-province policies are redefined to project economic and domestic interests 
abroad. the decentnlizing influence of globalization on federalism will become increasingly 
apparent ." 

As provinces have matured as economic entities. their economic development policies have been 

increasingly scrutinized in the United States: 

Provincial incentives. loans. and other alleged subsidies for automobile production. fish 
products. pork. Michelin tires and. of course. softwood lumber. among others. p d u a l l y  
brought the US trade remedy community. especially after 1979. to focus as much on 
Canadian provincial subsidy practice as on federal government actions.'" 

While specific subsidies might attract attention south of the border. there is no evidence to suggest 

either the PCR or the iPF attracted negative attention. although one interview respondent noted that 

the PCR had been widely distributçd arnong interested American obsewers of industriai policy. 

Summary of the Effects of Globalization 

The forces of globalization created a sensr of urgency for both the Liberals and the NDP in forging 

their industrial policies. Both govemrnents forged policies intendrd to help Ontario not only survive, 

but thrive in a global economy. Ontario's reliance on extemai trade. concentrated in the United 

States, rnakes adaptation to globalization a necessity. Ontario rnust adapt, or face the serious 

consequences of failing to do so. Neither the members of the Premier's Council, nor the various 

'partners' of the NDP wanted to run that risk. Because both the PCR and the IPF were prepared in 

response to globalization, the implernentation of the respective agendas was not constrained by 

45 Douglas M. Brown. Earl Fry, and James Groen, "States and Provinces in the International Economy 
Project." in States and Provinces in the Inreniarional Ecorromy. Brown and Fry. eds.. (Berkeley: Institute 
of Governmental Studies, 1993). 9. 

46 Douglas M. Brown, 'The Evolving Role of the Provinces in Canada-US. Trade Rehtions," in Stares nrrd 
Provinces in the International Econorny. Brown and Fry, eds., (BerkeIey: Instttute of Governmental 
Studies. 1993). 102. 



globalization. 

4.3 Constraints Imposed by Treaty Arrangements (GATT," FTA, NAFTA)" 

On the whole, state. provincial. and municipal govemments in Nonh America are gearinp 
up for freer trade, although some support the multilateral route through GATT more than 
the regional route through NAFTA. They generally understand that the world economy is 
becoming more complex and more interdependent. and that protecting and enhancing the 
interests of their constituents require active involvement both continentally and globally 
[Earl Fry. "Sovereignty And FederaIism: US. and Canadian Perspe~tives"].~" 

A number of forma1 trade agreements. including the GATT, the FTA. and the NAFTA. have 

ernerged in response to globalization. Much of the literature suggests these treaties lirnit the ability 

of governments to pursue anticipatory industrial policies. Howlett and Rarnesh note. for example. 

that agreements such as GATT and the FTA "lirnit what the povernment c m  do to aid its dornestic 

industries. Opting out of the agreements is not a viable option. because although they rrstrict 

Canada's options they also protect its interests."" This presents provincial governments with a 

dilemma. Canada's high degree of dependence on trade rnakes us particularly vulnerablr to negative 

elements of these agreements. while at the same time rnaking us particularly reliant on other 

elements. White most provincial governments have, on balance. supported forrnal trade initiatives. 

Ontario. with its large industrial base. took a more cautious approach during the Liberal and NDP 

mandates. While Ontario may gain the most from such treaty arrangements, it also has arguably the 

most to lose. Unless Ontario's industries can compete in the continental or world market. there is 

great potential for devastation. Uncertain policy-rnakers are constrained by a sense of caution 

47 The GA?T has been replaced by the World Trade Organization (WTO). Unless specific refercnce is 
made to this new institutional entity. the term " G A T '  will be used here. 

48 These treaty arrangements could have k e n  included as ri sub-set of the previous seclion on the constrriints 
imposed by the continental and global context, since such uerities are signed in response to globalization. 

49 Earl Fry, "Sovereignty and Federalism: U.S. and Canadian Perspectives," Brigham Young 
UniversityNniversity of Utah, CIBER Working Paper 94- 1 1. (Provo: Brigham Young University. 1994). 
14. 

50 Michael Howlett and M. Rarnesh, The Polirical Economy of Canada: An Introduction, (Toronto: 
McClelland and Stewart, 1992). 25 1 .  



(resulting in part from 'fear of the unknown'), and of responsibility for dealing with the inevitable 

negative failout." 

One constraining influence common to GATT, the FTA and the NAFTA arises from the fact that 

it is federal govemments, rather than provincial govemments. that are signatories to such 

agreements. Under these agreements, provincial policies c m  be challenged. "but the province cannot 

directly defend itself because provinces would have no standing under the general dispute seulement 

mechanism.'*" The constraining effects of the GATT. FTA and NAFTA on provincial policy maken 

are similar. 

General Agreement on Tariffs and Trade/World Trade Organization (GATTIWTO) 

Provincial interest in the GATT/WTO process has increased in recent years. as the focus of 

discussions has shifted from the reduction of tariffs. a federal matter. to numerous matters of both 

provincial interest and jurisdiction. For example. although closer scrutiny of industrial subsidies 

under the Uruguay Round of GATT' may prove beneficial to the Ontario economy. providing 

opportunities for competition on a more level pIaying field internationally. it also cfearly restricts 

the range of assistance which govemments. both federal and provincial. can lend to facilitate 

industrial restructuring. The extent to which such restrictions are problematic depends on the 

inclination towards intervention of the govemment of the day. 

The recent focus of GATT/WTO discussions on non-tariff barriers is of special significance to 

Canadian provinces, particularty given the continued proIiferation of such barriers between 

provinces. The demands of trading on world markets may be credited with sparking long-overdue 

changes to the intemal trading patterns in Canada. Canada's Internai Trade Agreement. signed by 

Canada's First Ministers. July 18. 1994. completed a process begun seven years previous. 

Even those who argue Ontario will be a net beneficiary of continental and worid trade agreements 
acknowledge that there will be certain industries and even entire sectors. that wiIl suffer losses. The 
adjustment costs associated with thcse losses are a major focus of public policy. 
Ontario, Cabinet Cornmittee on  the North American Free Trade Agreement, Final Repon. (Toronto: 
Queen's Printer for Ontario, 1993). 7. 



Completion of continental (FTA and NAFTA). and world trade agreements (GATT/WTO) had 

placed Canada in the embarrassing situation of having more liberal trade regimes with much of the 

rest of the world than was enjoyed within our own domestic borders. 

The extent to which provincial economic development plans are curtailed by GATT provisions 

depends on the sectoral focus of governrnent policies. and the extent to which industries in that/those 

sector(s) would be able to compete effectively on the world market.5"or rxarnple. the inclusion 

in the Apnl 15. 1994 GATï  agreement. of a General Agreement on Trade in Services (GATS). 

featuring open markets "in a broad range of services. including computer and software. engineering 

and construction. enhanced telecommunications. financial. high-tech (in areas such as forestry. 

manufactunng and mining). professional and business. tourism. and transportation services."" may 

indeed open up markets to Ontario fim in these sectors. Govemment development stntegies based 

on the likelihood of success of a particular sector in a bilateral trading relationship with the US. 

might be fatally threatened by a trade regime opening up such services to the world market. 

One area restricted by GATTIWTO provisions is government procurement. an a r a  that many 

have suggested is ideally suited as a tool for economic devel~pment .~~ Although the inclusion of 

provinces and states under the provision of the procurernent section is 'voluntary.' subnational 

governments of signatory nations face considerable pressure to comply. Opening procurement up 

to other GATT signatories will limit the effectiveness of this tool as a mechanism by which the 

provincial state can shape economic development. 

The long-term impact of the GATTNTO on provincial economic development cannot be easily 

Areas in which we are compctitive on the North American market. but perhaps not on a world market. 
would be harmed by opening up world markets. Alternatively. certain policy initiatives. such as the 
private development of highway 407. are aimed in part ai exposure on a world market. 
Canada, Industry Canada, "Ontario and the Uruguay Round," May 26, 1994. (unpaginrited). 
Michael Porter argues convincinply for thc suategic use of procurement policies. noiing thrit procurcment 
of goods and services by the public sector exceeds $100 billion annually. accounting for approximately 
18% of GDP. Government acting as ri "demanding and sophisticated buyer," can be a positive force for 
upgrading national (or provincid) compeiitivc advantage. See Michael Porter, Curzudu ut the Crossroaùs: 
the Reality of a New Comperitive Environnrent. (Ottawa: Business Council on National Issues and 
Minister of Supply and Services Canada, 1992). 238. 



identified. With the exception of restrictions on preferentid procurement strategies. the 

GATTfWTO did not conflict with the recomrnendations in either the PCR or the PF. 

Canada-United States Free Trade Agreement f FI'A) 

There is a vast literature in Canada suggesting that trade agreements such as the FTA profoundly 

shape the ability of governments to detennine the direction of industrial development within their 

boundaries. An outspoken opponent of the deal. James Laxer. States that "[tlhe FTA has set niles 

for Canada's econornic and industrial policies. The i T A  is a real. if unacknowledged. 'founh lrvel 

of govemment' planted atop the municipal. provincial. and federal level~."'~ Stephrn Clarkson notes 

that during the negotiations Ieading to the FTA. "Canada had made enormous concessions that 

lirnited the fedenl and provincial -governmentsT capacity to make industrial policies to promote their 

sxports. to husband their energy reserves. or to foster their cultural industries ..."" 

During the negotiations of the R A .  the potential impact on the powers of provincial 

govemments was downplayed by supporters of the deal. Andrew Petter explains that: 

Any suggestion that the pact threatens provincial powers would embarras those premiers 
willing to swallow their provincialist pt-ide for an agreement that furthers their philosophical 
agenda .... The soothing sounds rmanating from politicians who favour the FTA cannot alter the 
fact that it wilI have a profound influence on the powers of the provinces and on federal- 
provincia1 relations." 

Although the FTA was intentionally drafted in such a way that its direct infnngements on provincial 

jurisdiction are quite Iimited. it does spcifically require the signatories (the Canadian and Amcrican 

national govemments) "to ensure that al1 necessary merisures are taken to give effect to the 

provisions [of the Agreement], including their observance. except as otherwise provided in this 

56 James Laxer. False God: How rhe Globalizaricln M~rh  Hus ln~powrisl~ed Cunada. (Toronto: Lester 
Publishing, 1993). 9. 

57 Stephen Clarkson, "Disjunctions: Free Trrtde and the Paradox of Canadian Dcvclopment." in Drache and 
Gertler. eds.. The New Era of Global Compeririorr: Srare Polic~ arid Marker Parr-er. (Montreril and 
Kingston: McGill-Queen's University Press. 199 1 ). 1 16. 

58 Andrew Petter. "Free Trade and the Provinces". in Trade-Offs on Free Trude: The Canada-U.S. Free 
Trade Agreement, Mark Gold and David Leyton-Brown, eds., (Toronto: Carswell, 1988). 13 1 .  



Agreement by state. provincial and local govemmnts."" Watts notes a variance of opinion as to 

whether the FTA will have a centralking or a decentraiizing effect on Canadian federalisrn. He sides. 

on balance. with those suggesting that the provinces gain relative to the federal govemment: 

[ q h e  limitations imposed by the FTA on governmental intenention or replation of tradr will 
impinge mainlainly upon the federai govemrnent's mas of jurisdiction. leaving important areas of 
provincial junsdiction including education. training and industrial relations and social semices 
undimini~hed.~ 

The emphasis in botb the PCR and the IPF on the drvrlopmnt of h u m  resources through training 

and education initiatives reflects an appreciation of this policy room. The FTA uguably skewed 

Canadian fedenlism toivards the provinces by leaving open to provincial govcmments policy 

instruments widely recognized as key to succrss in the global economy. while restricting federal 

areas of jurisdiction. As discussed above. the entent to whîch provinces gain from this apparent 

opportunity to alter the fedrral balance of power deprnds Iargely on the actions taken at both the 

federal and provincial levrls. There is crrtainly nothîng automatic about a potcntial shift in favour 

of either level. Like the GATT. because !mth the Liberais and the SDP formulated their industrial 

policies in the contes of the FTA. neither asenda was in conflict \rith the FTA provisions. 

North American Free Trade Agreement (N.WT.4 1 

'-XAFTX represents a significant expansion of the FT.4 in t e m  of its direct 
impacts on provincial jurisdictions." t Ontario. Cabinet Committee on the ';.-.A. 
1993 Y'' 

The constraints imposed by the NAFïA on provincial government efforts to pursue indusirial 

policies such as those pmposrd in the PCR are consistent with the typs  of constraints imposed b!, 

boih the GATT and the FTA. While tach of these agreements limits policy tools available to al1 

levels of government. as the above quore suggests. the breadth of issues covered by NAF.T.4 places 

59 Aiticle 103. cited in Ibid.. 144. 
60 Ronald L. Watts. 'The Macdonald Commission and Canadian Federaiism". in Cunadian Federalism: 

Pasr. Presenr and Future. Michael Burgess. ed.. t Leicester: Leicester University Press. 1990). 162. 
6 1 Ontario. Cabinet Committee on the N.J;TX. Final Repon. 32. 



even greater limitations on provincial jurisdictions. 

Daniel Dnche notes that the N m A  "establishes a set of 'new rules' principalIy for Canadian 

(and Mexican governments) [sic] that will dirninish their power while at the same tirne lraving LS 

power largely unfettered. Because rnany of the traditional levers of govemment will be subject ro 

external control and external norms imposed by the trade agreement. these counuies will not lx able 

to subsidize re$ons or industries or mount strong national policics in the future."" 

Many people have argued that the N m A  represents !et another effort by the Mulroney 

Consematives to impose a right-wing agenda on the nation. Ian Robinson implies that the pvrrning 

federal Conservatives may have taken advamage of the restrictions placed on provincial govérnmnts 

by trade agreements such as the FTA and the N . W X .  to advance broad policy objectives. Much 

of their neo-conservativs agenda previously advanced through constitutional avenues. was instrad 

k i n g  achieved through trade agreements such as the FTA and the NrlJ.T.4: 

Efforts to bnng expanded pnvate property rights and increased coun powcrs over provincial 
industrial policies through the front door of forma1 constitutional reform wore blocked by 
provincial governments. social movements. and Canadian voters. It may be srgued. thersfors. 
that important steps towards the realization of these objectives wsre nonstheless made throush 
the back door opened by the FTA and the N.GT.4. These gains have been entrenched in the 
quasi-constitutional form of an international agreement that ivill be difficult if not impossible 
for subsequent national governrnents to amend .... In the constitutional shrll gamc. the pea turns 
out to have been under the shell labelled ' tnde policy'."' 

Ontario's Cabinet Cornmittee on the S N T A  notes that man'. uitnrsses to their cornmittee exprsssed 

the view that the NAFTA. "which they saw as an attempt to change the Canadian constitution 

through the back door." should have k e n  subjectsd to a referendum process sirnilar to that 

undenaken for the Charlottetown ~ c c o r d . ~  

Earl Fry notes that the NAFïA will limit government procurement restrictions. Whik this 

62 Daniel Drache. 'The Post-Nationalist Sute". in James P. Bickenon and .%lain-G Gagnon. sds.. Canadian 
Polirics. 2nd. ed.. t Peterboroqh: Broadview Press. 1 994 ). 557-558. 

63 Ian Robinson. The  N m A .  the Side-Deais. and Canadian Fsderalism: Constitutional Reforrn bu Other 
Means'?". in Canada: The Srare of ihe Federarion 1993. Ronald L. Watts ruid Douglas M. Brosn. sds.. 
( Kingston: Institute of Intergovernmental Relations. 1993 1. 2 17. 

fA Ontario. Cabinet Cornmittee on the N m A .  33. 



would restrict the ability of Ontario governments to pursue procurernent schemes such as 

recomrnended in the PCR. Fry observes that on balance. it would be beneficial to Canadian firrns. 

since Amencan procurement policies protect a huge market. totalling over 52808 in 1992."' With 

16 States having 'bu? America' policies in place. and 37 with 'buy in state' procurernent preferencçs. 

placing restrictions on such preferentia1 treatment would open up significant markets to Ontario 

firms. On balance. it sscrns like a fair tnde-off to lose a policy instrument in ctxchan_oe for access 

to government markets in the United States. 

Assessing the Overall Impact of International Trade Agreements 

Although the bulk of the literanire suggests that the GATT. the FT.4 and the N N T A  have imposed 

constnints with potentially far-reaching consequencrs for provinces attrmpting to pursue distinct 

policies of economic development. thsre is very littls in these agreements that is contrary to the 

policy initiatives outlined in the PCR and the PF. Although it is possible that the presence of such 

trade agreements foreclosed certain policy options. the agreements did not appear to contravene the 

industriai policy agenda of either the Likrals or the 'IDP. The nature of such agreements. howevzr. 

is such that one canot  rnake a definitive statement about their potential constraining effects. Cnder 

NAFïA. for rxarnple. the United States can decide unilatenlly under its domestic tnde  law. \vhat 

subsidies are acceptable. and can cnforce its Law by imposing countenailing duties against the 

offendine nation. In that sense. N N T A  shouId be seen as a dynamic a_orerrmnt. What today secms 

acceptable may no longer be in the future. 

Most andysts apee that there will be 'adjustrnent costs' associated with movements toward free 

trade. Lorraine Eden notes that "according to standard international trade theory. Canada as the 

srnaller country going into a free trade agreement. is expected to k a r  a larger share of the adjustment 

65 Fry. "Sovereignty and Federalism." 12. 



burden and reap a larger share of the trade  gain^."^ Attributing such 'adjustment burdens' 

drarnatically felt in terrns of plant closures ancilor unemployment) or 'trade gains' to forma 

( most 

.1 trade 

agreements is not possible. however. Who is to determine where the effects of the ETA and the 

effects of the GATT. or the recession diverge? Data c m  be presented in such a way as to credibly 

claim that specific agreements have been beneficial. just as it can be presented to show they have 

had detrimental impacts." 

The impact of thesr transitional costs on the governrnent's policy-making manifests itsrlf in 

various ways. Given the climate of fiscal restraint prevailing in recent years. every dollar spent on 

reactive industrial policies facilitating adjustment. either at the level of the individual or of the firm. 

is one dollar that is not available for rxpenditure on broader. anticipatory industrial policies. 

Unemployment resulting from industrial 'restnicturing' may also impose considrnble longterm 

costs. as those unable to find suitable employment may be forced onto the welfare rolis. For the 

NDP govemment. dislocations resulting from tnde agreements have potentially disastrous political 

consequences. 'Average workers.' particularly those in manufactunng sectors - long a mainstay of 

NDP support (or at least a centre of their focus) - suffered disproponionate job losscs during the 

NDP mandate. The failure of the NDP govemrnent to adrquatety protect the interests of this 

constituency may lead to long-tem shifts in electoral support. away from the New Democratic 

66 Lorraine Eden. "Multinational Rssponses to Trade and Technology Changes: Implications for Canada". 
in Foreign ïnr.esrmenr, te ch no log^, and Economic Growrh. D. McFetridge. General Editor. (Calgary: 
University of Calgary Press, 199 1 ), 150. 

67 Proponents of the deal argue that expons to the US have increased since the inccption of the R A .  and 
cite survey evidence suggesting that 16 of 22 Canadian manufacturing indusuies have gained market shate 
since irnplementation of the FTA began. Some critics observe that Canada's balance of trade has fallen 
under the K A .  and that the share of the Canadian market held by Canadian ~roducers has fallen. Othcrs 
note that expon statistics are misleading. Leo Gerard. National Director of the United Steelworkers of 
America. notes that many manufacturing plants serviced by the steel sector have movcd to the United 
States. Thus. steel shiprnents which were previously pan of domestic consumption are now classifted as 
exports. Cited in Ontario, Cabinet Cornmittee on the North American Free Trade Agreemeni. Final 
Report. 4. 



Party." 

These agreements have shaped the economic and political context in which both the Liberais and 

New Democratic governments developed their industrial strategies. foreclosing certain policy 

options, and ptunging the province into a period of restructuring which the govemment was 

unprepared to facilitate. This may be the double-edged sword of freer trade agreements: they 

increase the need for adjustment. while simultaneousiy removing the means available to government 

to facilitate adjustment. 

4.4 Bureaucratic Constraints 

Both the PCR and the IPF were largdy reliant on the Ontario h b l i c  Service to ensure their 

implementation. In the former case. the Ministry of Industry. Trade and Technology ( M I T )  was 

asked to implement an agenda for which they did not frel ownership. in the latter case. the Ministry 

of Economic Devrlopment and Trade (MEDT) were asked to dramatically change their approach 

to industrial policy. Constraints at the bureaucratic levrl could reasonably have prevented eithrr 

govemment from impkmenting their respective agendas. Bureaucratic constraints to the successful 

pursuit of policies consistent with the PCR and the iPF might reasonably have consisted of three 

elements: temporal. organizational. and cultural. Each of thex threr elements rnight reasonably have 

inhibited implementation of the agendas spelled out in the PCR and the IPF. 

Given the existence of a compiex bureaucratic structure. how much time would be required for 

the Ontario Public Service to take the ideas contained in the PCR and convert them to action'? Given 

the defeat of the Liberal government slightfy over two years after the release of the PCR. how 

reasonable would it be to attribute to lack of time their failure to act decisively in the prescribed 

direction'? Many of the ideas contained in the PCR, Conipering iti rhr New Global Economy. were 

incorporated in the NDP govemment's document Ati Industria/ Policy Frarnr\t~ork. released in July 

68 It remains too earIy to determine whether the results of the June 8, 1995 election, which saw the defeat 
of the NDP in favour of the Progressive Conservritives. led by Mike Harris and his "Common Sense 
Revolution", signals a "sea-change", or rather a tempori-uy realignment. 



1992, fully four years later. The time taken to incorporate these ideas into policy suggests there may 

have been considerable delay at the bureaucntic level. 

During the period imrnediately prior to the 1990 election, bureaucratic rnomentum on PCR 

initiatives may have gound to a halt. pending the outcorne of the election. The unexpected results 

of the election - a majority government led by the NDP - could also çxplain ii significant period of 

delay. Following the NDP victory. even a 'normal' period of adjustment between the political and 

bureaucratic levels could reasonably have paralyzed government operations for several rnonths. 

Evidence presented here suggests that the bureaucratic and political levels were at loggerheads for 

a pet-iod of time that could not reasonably be considered 'normal.' 

The second Ievel of analysis, organizational. takes us much deeper into the 'bureaucratic politics 

literature' synthesized by Graham T. Allison in 197 1.'" Kim Nossal has summarized the axioms of 

the bureaucratic politics model: 

Governments are not unitary actors, but comprise sets of players holding policy-making 
positions: 
Diverse sets of players within government have diverse interests they wish pursued and 
translated into policy. and thus have different. and often divergent. policy preferences on the 
same issue; 
Motives can be ascribed not to governments, but to individual players. whose interests will be 
shaped by their own conceptions of the public good or the national [provincial] interest. by their 
organizational affiliation and by their own career ambitions: 
Players interact with each other almg regularized circuits of the policy process attempting ro 
ensu re that their proposal receives authoritative approval; 
The process of interaction arnong these sets of pfayers determines outc~rnes.'~ 

The bureaucratic politics model is thus predicated on the assumption that policy outcomes are largely 

determined by the various foms of interaction which occur within the bureaucracy and between the 

bureaucratic and the political levels. 

The most obvious bureaucratic constraint on the pursuit of the ideas promoted by the Premier's 

Council may have resulted from the fragmentation of the task of assessing the needs of the Ontano 

economy in the face of the rapidly changing world economy. Along with the Premier's Council, the 

69 Graham T. Allison. Essence of Decision, (Boston: Little, Brown. 197 I ). 
70 Kim Richard Nossal, "Bureaucratie Politics in Canadian Governrnent", in Public Admirtisrrarion in 

Canada: Sefected Readings, 5th ed., Kenneth Kernaghan. ed., (Toronto: Methuen, 1985). 299. 



Peterson govemment drew on a number of other sources for information and assistance in dealing 

with industrial change. These included the Office of Industrial Restructuring, under the direction 

of a Commissioner. as  well as the expertise of the Ministry of Industry. Trade and Technolow 

( M m ) .  Other public sector bodies included the Ontario Drvelopmenr Corporations." with an 

increased emphasis on picking industrial w inners, Industrial Researçh teams establ ished at six 

universities. and the creation of a Strategic Modernization Corporation as a new high risk partnership 

between govemment and larger firms." While it was unquestionably wisr to seek the political 

version of a 'second opinion,' the Liberals had put themselves in a situation of potential information 

overioad. By invoiving so  many governing units, they had aIso created a ready-made excuse for 

inaction - potential courses of action could be held in abeyance pending the results of a number of 

studies. 

To speak of a govemrnent as a monolithic entity is clearly misleading. Different ministries have 

substantially different outlooks on issues. and therefore. different interests which they promote. 

These differences often correspond to the 'pardian-spenders' framework utilized by Donaid Savoie 

in The Politics of Public Spending.'3 in the Ontario context. the Ministry of Treasury and Economics 

[later the Ministry of Finance]" is clearly the 'guardian' of the public purse. Thus. opposition to 

major new initiatives might logicaily emerge from this source. In 1988. speaking in defence of his 

recently released Budget. Treasurer Robert Nixon identified as one of three purposes of the budget 

"to prepare the province for the future in the increased competitiveness that has been brought to 

7 1 The terrn "Ontario Dcvelopment Corporations" refers collectively to the Ontario Developmt.nt 
Corporation, the Northern Ontario Dcvelopment Corporation (NODC), and the Eastern Ontario 
Dcvelopment Corporation (EODC). 

72 Robert Sheppard. "Ontario Pinpoints Targets for Modernization", Globe & Mail.. January 19, 1988. BS. 
73 Donald J. Savoie, The Politics of Public Spending, (Toronto: University of Toronto Press, 1990). 6 .  This 

dichotomy, used extensively in Savoie's work. has grown out of the work of Aaron Wildavsky. See Aaron 
Wildavsky, The Politics of the Budgetar?, Process, (Boston: Little, Brown and Co., 1964). 

73 The Ministry of Treasury and Econornics was rnerged with the Ministry of Revenue in 1993, forming the 
new Minisuy of Finance. In choosing which terminolo~ to use, we wil1 base Our decision on the protocol 
of the day. Thus, referenccs to 'Trerisury' will be applicable until the reorganization in 1993. 



public attention by the Premier's Council on te ch no log^."'^ Thus. at least initially. the chief 

'guardian.' the Treasurer, did not appear anxious to distance hirnself from the PCR. Interview 

evidence presented in following chapters notes that Nixon's public pronouncements may have been 

masking considerable apprehension about both the general direction of the PCR and many of the 

specific recommendations . 

Opposition to the ideas rmanating frorn the Premier's Council could reasonably have emerged 

from Treasury for another reason. During the 1970s. the 'superministry.' TEIGA (Treasury. 

Economics and Intergovemmental Affairs). had virtually unchallenged control of the development 

of the province's economic policies. While the process of dismantling TEIGA had begun years 

earlier, with the creation of the separate Ministry of intergovemmental Affairs. the Treasury culture 

stiil created an assurnption that economic policy was properly their domain. The creation of a 

separate body. the Premier's Council. charged with dnfting an rconomic development strategy for 

the Peterson government. was bound to çreate opposition and resentment- The Office of Economic 

Policy (OEP). the brain-tmst of TEIGA. had been largely dispersed by the mid '80s. with expertise 

distributed throughout various ministries and agencies. 

The creation of a Ministry of Economic Developrnent and Tmde in 1993. after the release of the 

IPF. may have presented a funher threat to Treasury people. particularly within the remaining twmp 

of OEP. Hugh Mackenzie. former Executive Secretary of the Rae government's Fair Tax 

Commission, noted that opposition to the PCR may have been strongest within the Ministry of 

Industry. Trade and Technology (MITT): 

At the level of irnplementation, it is clear that the powerful bureaucracy in Ontario mobilized 
effectively to keep the ideas in the report from infiltrating economic policy at Quern's Park. 
The Ministry of industry and Tnde [sic] in particular was extremely effective in its resi~tance.'~ 

75 Ontario, Legislative Debates, 1st Session, 34th Parliament, April 25. 1988, 2766. 
76 Hugh Mackenzie, "Dealing with the New Global Economy: What the Premier's Council Ovcrlooked". 

in Daniel Drache, ed., Gerting On Truck: Social Dernocratic Strategies for Ontario, (Montseal/Kingston: 
McGill-Queen's University Press, 1992). 16. 



While the preconditions existed for interdepartmental politics to play a significant role in 

shaping the response of these two governments to the industrial policy ideas in the PCR and the IPF. 

intradepartmental politics may aIso have had a 'moderating' effect on the ability of these 

governments to successfully implement policies consistent with the philosophy outlined in the 

government's policy documents. Many government departments are explicitiy divided into policy 

and operational 'sides.' These two elements not only may not 'speak the same language.' there may 

in fact exist open hostility and resentment between them. For example. program officials may see 

their job security as being attached to the continuation of their programs. New prograrns. or non- 

programrnatic initiatives are therefore very threatening. Thus. the general philosophy underlying 

the PCR and the IPF may have most threatened officials in 'program' roles. 

Cultural considerations corne into play at the level of public administration, just as they do at 

the societal. and political levels." In fact. the bureaucracy reacts to cultural change at these other 

levels. There also develop within bureaucracies. certain cultural norms. Many of these cultural 

considerations ernerge as institutional allegiances. The reorganizations cited above threaten 

organizational culture and increase friction between institutional entities. Literature dealing with 

organizational cultural and bureaucracy addresses some of these sources of friction. In defining 

organizational culture, Edgar Shein notes that: 

the term 'culture' should be resewed for the deeper level of basic asstirnprions and belirfs 
that are shared by members of an organization .... and that define ... an organization's view of 
itself and its environment. These assumptions and beliefs are leurned responses to a group's 
problerns of sitrvival in its extemal environment and its problems of inteenta1 inregrurion.'x 

Thus, any significant change being imposed on an organization threatens those within. creating 

insecurity. As such, the preparation of an industrial policy by a body outside the bureaucracy. the 

Premier's Council. rnay have threatened the Ministry of hdustry, Trade. and Technology. just as the 

change of focus indicated by the Sector Partnership Fund may have created a sense of organizational 

77 See B. Guy Peters. The Polirics of Bureaucrmy, 3"'. ed., ( N e w  York: Longman. 1989). 39-45. 
78 Edgar Schein, 0rgani;ational Cdtrtre and Leadership. (San Francisco: Jossey-Bass, 1985). 6, 



angst in some quarters of MEDT dunng the NDP mandate. 

The literature suggests the bureaucracy can play a huge role in impeding government actions. 

Discussion above outlines several potential scenarios for bureaucratic constraint of the policy 

agendas of the Liberal and NDP governments. In chapters 5 and 6,  interview results allow us to 

assess the extent to which bureaucratic politics constrained attempts by the Peterson and Rae 

governments to pursue their respective industrial policy agendas. 

4.5 Budgetary Constraints 

Because in the past, industrial policy at both the federal and provincial levels has largely consisted 

of throwing large sums of money at specific industries or industrial sectors. a failure to act on 

various industrial policies might be attributed to budgetary constnints. The budgetary reality facing 

Canadian govemments ( federal and provincial) at this time apparent l y precluded a generous program 

of industrial incentives. Ontario's debt had become a real concern over the course of the Iast decade. 

With revenues reduced by the effects of the recession of 1991-1993, and federal transfers cut 

significantly. the only alternative to drastic program cuts was the steady growth of the provincial 

debt. 

Deterrnining the extent to which the Liberals or the New Democrrits were constrained by 

budgetary considerations involves much more than simply a comparison of relevant budge~ary 

figures, however. Fiscal constraints may have altered the mix of policies considered. Certain 

governing instruments. such as regulation. cost considerably less than other alternatives (e.g. 

industrial subsidies). Thus. the governing instruments chosen. as well as those explicitly rejected. 

give a number of dues as to the constraining effects of the fiscalhudgetary climate. The Liberals 

chose a wide range of policy instruments, many of which called for considerable expendinire. Some 

policies onginally considered were not even included in the report. due to their potential cost. Other 

costly instruments proposed were not pursued. Whether those policies were rejected due to cost is 



considered here. However, even some recomrnendations caiIing on the implementation of a process. 

that rnay not have cost as much as spending programs. were not implemented. This suggests that 

cost may not have determined which recommendations were pursued by the Liberals. 

The industrial policy agenda presented in the Industrial Policy Framework was noticeably 

lacking in program components. When prograrns did appear, they often lacked 'price tags.' The 

document itself clearly recognized that fiscal constnints shaped the government's policy. The most 

significant program included in the P F  was the Sector Partnership Fund. With SI50 million 

allocated to its implementation over three-years (later extended to five-years). it seerned to defy the 

realities of the province's fiscal situation. The rate of implementation suggests that the province's 

fiscal realities may have slowed its implementation. 

The reliance of the IPF on creating processes of consultation at the secton1 level may have been 

shaped by the budgetary situation. While anticipatory industrial policies nomally coordinate 

initiatives across micro. meso, and macro levels, they often rely most heavily on mes0 level 

interventions. While micro interventions often involve bailouts or other costly transfers to business. 

and macro level initiatives often involve expenditures of large surns either through stimulative 

packages such as the $700 million anti-recession package. or through costly tax expenditures. mes0 

level initiatives more often focus primarily on the establishment of relatively inexpensive processes. 

The government c m  build a framework for sectoral consulration at little cost. The emphasis of the 

NDP on meso-level initiatives can be attributed in part to the fiscal situation. 

Despite the fact that the Peterson Libenls were in government during some of most productive 

recent years of the provincial economy, they consistently ran deficit budgets. with only the 1988/89 

year yielding a budgetary surplus. They did. however. manage the province with an operating 

surplus from 1987188 to 199019 I(See Figures 4.1 and 4.2).i9 In contrast. the NDP produced 

79 Figure 4. i shows Budgetary (Deficit) Surplus, whirh adds Capital Expenditures to the Opcrating (Deficit ) 
Surplus. Figure 4.2 shows Operating (Deki t )  Surplus. This is the difference between Revenues. and 
Operating Expenditures, inciuding Progams and Public Debt Interest. Sec Ontario. Ministry of Treasury 



Budgetary (Deficit) Surplus ($B) 
Ontario: 1985-1 995 

operating deficits throughout their mandate. with budgetary deficits averaging ovrr $9B. 
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Debt as Percentage ( O h )  of GDP 
Ontario: 1985-1 995 

Figure 4.3 
Source: Ontario, Ministry of Finance. 1995 Ontario Bridger Plan. (Quecn's Printer for Ontario. 1995). 

Some economists prefer to use the debt to GDP ratio. seen in Figure 4.3. as a way to mess  the 

debt of a jurisdiction. This ratio increased notably during the NDP mandate. During this period. 

debt per capita - illustrated in Figure 4.4 - increased comparably. highlighting the distressing 

growth of the province's debt burden. 

These debtldeficit figures are indicative of three trends during this period. The first trend. 

precipitattd by the recession, was the necessary increase in social expenditures. and the reduction 

of revenues resulting from a reduced tax base. The 1993 Ontario Budget is illustrative of this 

general trend: 

WhiIe Ontario began to emerge from the recession in 1992-93. Ontario's revenues continued 
to be severely affected. Continuing high unemployment and slower than expected nominal 
income growth hit tax revenues especiatly hard .... Retail Sales Tax (RST) revenues were 
down by $549 million from the 1992-93 Budget forecast .... Weaker than expected corporate 
profits, large wnte-offs ... resulted in Corporation Tax revenue falling $556 million below the 
Budget projection .... The shortfall in Personal Incorne Tax (Pm) revenue of $337 million 
from the 1992 Budget plan was the resdt of lower than forecast employment and personal 
income growth ...." 

80 Ontario, Ministry of Finance, Ontario Bltdger: 1993. (Toronto: Queen's Pinter for Ontario, 1993 ), 60.61. 
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Figure 4.4 
Source: Ontario. Ministry of Finance. 1995 Ontario Budget Plm. (Queen's Primer for Ontario. 1995 i .  
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The effects of the recession contributed to increased social assistance caseloads for the Ministry of 

Comrnunity and Social Services. resulting in a growth in rninistry openting expendinires from S5.OB 

in 1989190 to S9. I B  in 1993194." While a portion of this increase can be explainrd by the NDP's 

decision to increase income support levels. most of this expenditure increase could not have brcn 

avoided without radical changes to the province's social safety net. 

The second trend resulting in an increase in provincial defici t and debt involved the significant 

reduction in federal transfers to the provinces. largely resulting from efforts to control the drficit at 

the federal level." For example. a study prepared for the Ontario govemment by Informetrica 

documents a sipificant reduction in federal transfers to Ontario from the amounts originally 

S2.000 

8 1 Ontario, Budget: 1993.6 1 and Ontario. Ministry of Finance. 1995 Budget Plan, (Toronto: Queen's Pnnter 
for Ontario, 1995). 38. 

82 There is a recognized dificulty in assigningf7scal constraints their own category. when elements can be 
atuibuted to other factors. Should that portion of the reduction in revenues resulting from federal cutbacks 
perhaps be considered a further constraint imposed by the Canadian FederaI systern? For Our purposes. 
the shortfall itself is considered a fiscal constraint. while the vulnerability to such a constraint is secn to 
resdt from the federal systern. It is the interaction of these two consuaints that is perhaps of greatest 
interest. 
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prornised. with total shortfalls rising to %5B in 1994-95 (see Table 1. Figure 4.5).83 The approach 

taken by the NDP govemment was to affinn its continued suppon ot the constitutionally enshrined 

principle of equalization. while indicating an unwillingness "to bankroll the rest of the country" 

through "backdoor eq~alization."~' The NDP govemment initially hoped that the strong 

representation of Ontario Liberals in the federal caucus (98 of 99 Ontario MPs) rnight translate to 

Federal Deficit Shifting Onto Ontario 
1989/9O - 1994/95 

1089-90 1990-91 1981-82 1992-93 1993-04 1994-95 

Legond 

Indirect M u r u r c r  

ff CaponCAP 

: EPF Frcezc - 
1 

Figure 4.5 
Source: Informetrica Ltd. Report for Government of Ontario. as reported in "Rethinking how the federal pie 
is sliced." The Toronto Star. Saturday. Novcmber 27. 1993. Figures indicatc how much less Ontario has 
received than originally promised. 
* See note 86. 

more equitable treatment. The Canada Social Transfer (CST). introducrd in the February 1995 

Federal Budget, instead further exacerbated the situation. The NDP 1995 pre-election budget 

statement noted that "Ontarians. who müke up 38 per cent of Canada's population. will be forcrd 

to shoulder 54 percent of the net reductions in federal transfers for health. education. social services 

and equalization between 1994-95 and 1996-97 -- more than al1 the other provinces c~rnbined. '~ '~ 

83 Informetrica Ltd. Prepared for Ontario, Mînistry of intergovernmental Affairs, The Conseqrrences of 
Deficit Shifring for Ontario, (Toronto: Informetrica. 1993). 

84 Bob Rae, quoted in Shawn McCarthy, "Rethinking how the federd pie is sliced," Toronto Star. November 
27, 1993, B4. 

85 Ontario. i995 Budget Plan, 5 .  



Table 4.1 Source: Infometrica Ltd. Repon for Govemrnent of Ontario. as reported in "Rethinking 
how the federal pie is sliced". The Toronto Star. Saturday. Novernber. 27. 1993. Figures indicate 
how much less Ontario has received than originally prornised. 

The final factor explaining increased provincial debt load. and the most diffrcult to document. 

is the possibility that the provincial govemment under the direction of the New Democratic Party 

Federal Deficit Shifting Onto Ontario ( $ M) 

was more willing than their Liberal counterparts to run deficits. The measurement of such a 

1993-94 

S 1,900 

$1.700 

$970 

$4,570 

EPF Freeze 
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Indirect 
Measures" 

Total 

willingness to mn deficits can be detennined in two ways: through assessrnent of the actual 

1994-95 

$3.100 

$1,700 

5 1 .?O0 

budgetary figures. and through a survey of government statements concerning the deficit. Patrick 

1989-90 

$570 

S404 

$974 

Monahan has noted that when the NDP initially took office. they wrre not yet prepared to make 

deficit reduction a priority. Noting the govemrnent's unwillinprss to address the recession by cost- 

cutting, he explains that "[iln part this was because of the NDP's traditional position that deficits 

1 990-9 1 

$1.175 

$400 

S380 

$2,055 

don? matter. Because deficits don? matter. there's no concem that government revenues have gone 

into a nosedive."" The change of magnitude in the deficit betwern the 1990-9 1 fiscal year and the 

199 1-92 fiscal year suggests a clear willingness on the part of the NDP to deficit finance. Many 

commentators have suggested. however. that between the first budget ( 1991) and the second budget 

199 1-92 

$1,625 

5 i ,200 

$715 

$3,540 

( 1992) produced by the NDP government. the govemment did an 'about face' on the appropnateness 

1 992-93 

S i ,800 

$1.700 

S747 

$4,247 

86 "Indirect Measures" include increases in provincial spending rcsulting from federal reductions in the 
following areas: Unemployrnent Insurance, Capital Gains, RRSP Limits. and Immigration. For further 
explanation. see Infometrica. 'The Consequences of Deficit Shifting for Ontario," Paper No. 4. (Toronto: 
Prepared for Government of Ontario, Ministry of Intergovernmental Affairs. 1993). 4-6. 

87 Patrick Monahan. Siormirtg the Pink Palace: The NDP in Power: A Cauiiana~ Tale. (Toronto: Lester. 
1995), 51. 



of deficit financing. 

Although the fiscal situation facing the Liberals from 1988-1990 was much healthier than that 

later faced by the NDP. fiscal prudence may have created an unwillingness to aggressively pursue 

anticipatory industrial policies. The Ontario economy is so large compared to government 

expenditures for economic development. that government attempts to restructure the economy in any 

significant way (as the PCR apparently endorsed). may have required the cornmitment of billions 

of dollars. This may have been seen as too high a price to pay. Although the NDP govemment. 

in contnst. faced a much bleaker fiscal picture, their greater willingness both to intervenr in the 

economy and (initially, at least) to run deficits. may have meant that budgetary considerations played 

a reduced role in determining their initial reaction to the ideas contained in the PCR. Although the 

deficits incurred by the NDP might seem to support this theory, their efforts to address the deficit 

situation rit considerable political cost, particularly after the 1993 budget. suggests this was not the 

case throughout their mandate. In fact, the bleak fiscal situation facing the NDP suggests that 

budgetary constnints rnay have played a very sipificant role in shaping their approach to économic 

development. 

Chapters five and six explore the budgetary constraints funher through presentation of the 

results of a series of interviews of key players within both 'gardian' and 'spender* departments. as 

well as examination of budgetary documents. This examination suggests that budgetary constnints 

played significant, aithough different roles, in shaping the industrial policies of these two 

governments. 

4.6 Politicai Constraints 

The constraints outlined above do not adequateiy reflect the potential impact of political 

considerations. For better or worse. politicians. particularly those in govemment, tend to keep one 

eye f i d y  fixed on the electoral dock. It rnay be, for example. that upon due consideration of the 

Premier's Council agenda, the Liberal govemment decided against proceeding for primarity political 
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reasons. Peterson may have felt that the political risks of aggressively pursuing an activist industrial 

strategy far outweighed any potential benefits. Similarly. the NDP failure to implement aggressive 

interventionist policies may have resultcd from an unwillingness to 'hitch their cart' to the fortunes 

of the Ontario business community. 

Political factors can be broken down into a number of categories: 

broad political issues (eg. national unity, Meech Lake) 
electoral considerations 
political coalition building (i.e. interest groups) 

Constraints in these areas could probably influence the general direction of government policy. 

rather than influencing specific recommendations or policy initiatives. Like the forces of 

globalization, and trade agreements. these constraints typically alter the context in which policics 

are being pursued. without necessarily impeding specific instruments. 

Broad Poli tical Issues 

Certain issues. such as the vigorous support of the Meech Lake Accord by David Peterson's 

government, have such a broad impact on a government's overall agenda. that they may profoundly 

affect policy actions in apparently unrelated fields. For example. in discussing the approach of the 

Ontario government to the Free Trade Agreement, Sheilagh Dunn noted that Ontario's rather muted 

opposition to the FTA may have been shaped by Ontario's intergovernmental strateey that focused 

on efforts to cultivate a more CO-oprrative relationship with vanous provincial govemmrnts. 

including those of Quebec and Alberta, two strong proponents of the FTA: 

in actually formulating and implementing a strategy based on the decision to oppose the Canada- 
U.S. free trade initiative. Ontario appeared to tie its own hands and restnct its ability to 
manoeuvre and potentially defeat the deal. It did so by seerning to give as much weight to a 
desire not to upset the relations with other provinces as to its desire to defeat the deal." 

88 Sheilagh Dunn, "The Free Trade Initiative and 
Federation, 1987-88. Peter M. Leslie and Ronald L. 
Relations, 1988). 68. 

Regional Strategies," in Canada: the Srate of the 
Watts. eds.. (Kingston: Institute of Intergovemrnentai 



Richard Simeon suggests that "the constitution and related issues of national unity tend to trump or 

dominate debate on substantive. functional policy issues" in the federal-provincial arena." Dunng 

the Peterson years, in particular, these issues seem to have enjoyed 'trump' status locally. also. 

Peterson' s virtually unqualified support for the Meec h Lake Constitutional Accord provides 

considerable evidence of his cornmitment to national unity. That other issues. such as the aggressive 

pursuit of the industrial policy blueprint provided by the Premier's Council. might have been forced 

to a cake a backseat to this 'higher-order' issue should not corne as a surprise. In fact. the urgency 

of the national unity situation was such that concerted efforts in the direction of the 

recornrnendations of the PCR may have been neither desirable nor possible. Cawing out a distinct 

'Ontario-first' approach to economic development may have undercut the premier's message on 

national unity' . 

konically, the release of the NDP government's i~idristriul P o l i c ~  Framebvork also coincided 

with a period of intense uncertainty on the constitutional front. The federat govemrnent had released 

a series of constitutionai proposais in response to the demand by the Quebec govemment that Canada 

present it with a viable alternative to separation. Provincial intergovernmental affairs rninisters 

(which Bob Rae was. in addition to his role as Premier) began the lengthy process of negotiation 

leading up to the Charlottetown Agreement in March 1992. Rae spent a great deal of tirne between 

March and Aupst  of 1992 (when the agreement was finalized). preoccupied with the issue of 

national unity. The release of the IPF in July was easity lost in the shuffle. 

This apparent preoccupation with national unity issues on the part of both Peterson and Rae. 

presented by the media. suggests two things. First. i t  suggests that the issue of national unity was 

something that was indeed important to them. Moreover. at the time of the Meech Lake and 

Charlottetown constitutional agreements, it was reasonable to believe that governments could 

89 Richard Sirneon, 'The Political Context for Renegotiating Fiscal Federalism." a paper presentcd at a 
conference on fiscal federalism, (Kingston: Queen's University, November 1993). 3. 



achieve constitutional change. Contrast this with the task of restnicturing the economy. The 

capacity of one government to alter the shape and direction of econornic development is 

comparatively limited. 

The second thing suggested is that the media may have chosen to give industrial policies less 

coverage. However, if they wished, government communications departrnents coutd have overcome 

this. If either Peterson or Rae wanted to convey the impression that implementation of a 

comprehensive industrial strategy was a priority. they had the means at their disposa1 to do so. The 

fact that this message was never conveyed, that national unity seemed to be a more important issue. 

reflected the relative prionties attached to these issues by both premiers. 

As Simeon suggests. there are some issues that by their nature take priority over others. When 

the issue is one such as national unity. the impact may be not only to displace other policy concerns. 

but to alter the approach taken to them. 

Electoral Conside rations 

It rnay be idIe to expect a Canadian cabinet to embrace a more ambitious and aggressivc industrial 
policy in  the absence of enthusiasm for the idea in the business and financial 
community +... Democratic governments are nothinp if not risk averse. It is most unlikely that any 
government wilI remain in office long enough to benefit from the fruits of its industrial strategy 
initiatives, since there is general agreement that these would not emerge before [en to twenty years 
from the implementation of a strategy. On the other hand. the costs of such an initiative are. 
politically speaking, identi tiable and rclritively imminent [Richard French. Hort. Ortuwu Decides].'" 

Both the Liberal and NDP govemments were drfeatrd in their first trip to the polls üfter releasing 

industrial policies. Both governments may have been planning to pursue additional initiatives in 

subsequent mandates. The Liberais certainly had reason to believe they wouid have the opportunity 

to govern for another mandate. The NDP, on the other hand, faced fairly certain defeat. 

Electoral considerations rnay also have influenced the content of Libetal and NDP policies. 

Industrial strategies are by nature medium- to long-term propositions. While there can be visible 

- - - - - - - - 

90 Richard French, How Ottawa Decides, (Toronto: Lorimer, 1980). 1 3 1.  



results in the short terrn. most of the 'payoff occurs over a much longer time-frame. Electoral cycles 

of four or five years invite politicians to ernphasize short-term, highly visible policy achievernents. 

The Peterson Liberals would have been aware that they could not create a 'higher-value added' 

econorny between the release of the PCR in 1988 and their next required 'appointment' with the 

electorate. 

This awareness of the difficulties of pursuing long-term strategies of economic development may 

explain the incongruence between the anticipatory industrial policy presented in the objectives 

identified and the text of the PCR. and the generally reactive industrial policy indicated by the 

specific recornrnendations. The NDP undoubtedly also reaiized that the Iong terrn economic agenda 

first enunciated in "Budget Paper E" could not be quickly realized. Instead. shorter-terrn projec ts. 

with greater visibility, such as the various eIements of the jobsontario collectiort of programs were 

emphasized. 

Political Coalition Building 

Interest Groups 

An examination of the process leading up to the release of the PCR, and in turn the PF.  and the 

subsequent reaction of various interests. provides an interesting case study of interest groups at work 

at the provincial Ievel.'" At issue is the extent to which organized interest groups have been able to 

influence the directions taken by the Peterson Liberals and the Rae New Democrats to the directions 

enunciated in  the PCR and the IPF. The argument examined here is that the Liberals rnay have 

determined that the potential political costs of proceeding aggressively with a set of interventionist 

policies outweighed the perceived benefits. Interest groups such as the Board of Trade of 

9 1 The study of interest groups in Canada has tended to concentrate on açtivities at the national Ievel. 
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Metropolitan Toronto may have played a cntical role in shaping this decision." The NDP's 

reluctance to proceed with an aggressive industrial strategy may have been shaped by its inability 

to attain the confidence of the business comrnunity. and its subsequent alienation of the labour 

movement. 

Hugh Thorbum has noted the stntegic advantage to govemment resulting from the prolifention 

of interest groups: "Now govemments cm play off the pressures of the conflicting interests to which 

they are subjected, one against another."" With certain interests represen ted on the Premier's 

Council(s). and others left out. this dynamic seems entirely plausible. 'Iliose on the Council might 

tend to 'neutralize' each other. while lending legitimacy to the process. thus undercutting potential 

opposition from those not involved. Interest group literature notes that the relationship betwren 

governments and interest groups can become 'symbiotic.' Tharbum explains the 'usefulness' of 

interest groups. while pointing out the pnce paid for that usefulness: 

In response [to public attitudes of indifference. cynicism or pessimism]. governments are 
lrd to legitimize themselves by incorporating some of the groups into the decision-making 
process. so that they can be held responsiblr to some degree for policy 
outputs .... Governments rely more and more on the input of interest groups. and they are 
consequently more exposed to their pressures for both expenditures and policy making.'''4 

Each govemment must drtrrrninr what balance of interest group involvement most appropriately 

meets its needs. Lronically, the process established by the formation of the Premier's Council (and 

its continuation, in revised format by the Rae government) rnay have reduced the incidence of 

interest group pressures felt by the respective governments. By asking representatives of business 

and labour to check their formal 'interest group hats' as a condition of involvement in the councils. 

future lobbying efforts may have been reduced. 

93 See The Board of Trade of Metropolitan Toronto, "Response io the Repon of rhe Premier's Council: 
'Conlpering in the New Global Economy.'" (Toronto: Januzuy, 1989). in which the Board strongly 
criticized the Councit's rccommendations. negativcly perceived 3s "implicitty interventionist". 

93 Hugh Thorbum, hreresr Grorcps in the Canadian Fedrrul System. volun~e 69 of the research studics for 
the Royal Commission on the Economiç Union and Devclopmcnt Prospects for Canada. (Toronto: 
University of Toronto Press, 1985 ), 123. 

94 Ibid., 125. 



Heralded as a unique exercise in consensual policy making. a cioser examination reveals that 

the Premier's Council mode1 falls considerably short of the corporatist models with which it has 

been compared. The corporatist or 'neo-corporatist* approachY5 sounds wonderful - consultation, 

consensus-building, and cooperation. Leo Panitch. however. rejects the 'feel-good' approach of such 

corporatist models on the grounds that corporatism is an instrument used by the 'established order' 

to integrate the working class. He is also sceptical of the operatine assumption of corporatist models 

- that business. labour and government meet on equal grounds: "Because the classes in a capitalist 

society occupy positions of structural inequality. one cannot really speak properly of 'partner~hip."~'" 

Henry Jacek suggests that the creation of the Premier's Council. cornposed of representatives 

of business. labour. and univenities. marked a "transition from the state-centred pluralist process 

to a more corporatist approach toward negotiation among competing interests.'"" Without attaching 

(i title to it. Jacek has described the "negotiated order." presented by Moore and Booth. as the area 

of conceptual ambiguity between pluralism and corponti~m."~ Jacek notes two respects in which 

the Peterson Premier's Council did not conform to traditional corporatist models. including the 

continued predominance of government representation (ripproxiniately one-third of Council 

members) and the tendency to rely on representatives of individual businesses and universities rather 

than representatives of business interest associations and collective university organizations."" The 

implications of limiting association membership may have been three-fold. First. individuals from 

specific industries would have been more willing. and better positioned. to "forego their private 

95 This term clearly distinguishes the corporatism of recent decades from chat associated with pre-WWII 
Italy. Use of the term "corporatism" refers here to the modem variant. 

96 Leo Panitch. "The Tripartite Experience," in Banting. Research Coordinator. The S m e  and Economic 
Interem, volume 40 of the research studies for the Royal Commission on the Economic Union and 
Development Prospects for Canada, (Toronto: University of Toronto Press. 1985). 1 1 1 .  

97 Henry Jacek, "Interest Groups and Public Policy in Ontario," in The Governmenr and Politics of Oninrio. 
4th ed.. Graham White, ed.. (Toronto: Nelson, 1990). 264. 

98 Chris Moore, and Simon Booth, Managing Conrperition: Meso-Corporatisni. Pllu-alisnt. alid the 
Negotiared Order in Scotland, (Oxford: Clarendon Press, 1989). 

99 Jacek, "Interest Groups and Public Policy in Ontario," 264. 



interests in order to ac hieve a consensus-building partnership formerly unknown in Canada" lm as 

the Council rxpected its members to do. People are much more willing to compromise when they 

do not have to answer to 'the rnembership' for positions endor~ed. '~'  Second. there may have bern 

a danger that those associations not formally represented in the Premier's Council process rnight be 

more inclined to respond negatively to the recomrnendations of the Council. Finally. by not 

including certain major interest associations in the process. the government provided itself with a 

fairly significant 'escape clause.' If major associations reacted negatively to the PCR. the 

eovernment could distance itself. citing a need to respond to a broader process of c~nsultation. The 
L 

second discrepancy between the modem corpontist mode1 and the Peterson Council. noted by Jacrk. 

was that the outcome of the process was not adopted as a matter of course as govrrnment policy. 

Consensual decisions reached under the corporatist rnodel would be accepted. and implernented. as 

government policy. Although the govemment accepted mimy of the specific recommendations. other 
C 

recornmendations were not accepted. The PCR implementation process was clearly inconsistent 

with the corporatist modet. 

The NDP govemment had its most significant involvement with interest groups on a different 

front. The Sector Partnership Fund (SPF). the centrepiece of the NDP industrial policy. and the 

Ontario Training and Adjustment Board (OTAB). the hub of provincial training policy. both 

emphasized consultation among stakeholders (labour. management. cornmunity intrrests. 

governmenr. etc.) at the mes0 or sectonl lrvel. Thrse processes institutionalized intrrest group 

involvement in the delivery of key components of the agenda outlined in the PF. Incorponting 

interest groups in this fashion may have effectively neutralized their impact. Rralizing that 

consensual behaviour was expected of them, stakeholders may have been rehctant to make their 

cases as vigorously as they rnight have in the absence of a formalized process of consensual 

100 Premier's Council. Cornpering in the New Global Econorny, 
10 1 Particularly when the continuation of their position within the 

of the rnernbership. 
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planning. 

The change in program focus represented by the SPF and OTAB has been identified as an 

attempt to impiement what Hall calls 'third order change.' Desire to achieve this level of change 

asked a great deal not only of government. but also of those interests. particularly business and 

labour. whose coopention was required to implement the government's industrial policies. These 

interests faced enormous pressure to adapt their thinking, and their mode of opention. This learning 

process itself would act as a constnint on those industrial policies. Accepting the SPF philosophy 

that cooperation and cornpetition should CO-exist could have taken years to overcome. It could be 

argued that the failure to reconcite the conflicting cultures. panicularly between the business 

community and the NDP. uitimately contributed to the downfali of the NDP government. 

4.7 Conclusions 

Both the Peterson Liberal government and the Rae NDP govemment indicatrd they would pursue 

anticipatory industrial stntegies. Government reports and policy statements apparently indicated 

that anticipatory policies would be pursued. The resulting policies. however. fell short of 

exprctations raisrd by the governments themsrlves. Srveral factors are frrquently cited as 

constraining the ability of provincial govemments to shape economic development: constitution. 

globalization. and specific international treaties such as the F ï A ,  GATT, and NAFTA. However. 

these issues did not suddenly emerge in the middle of either the Liberal or NDP mandates. foIlowing 

release of their activist. anticipatory, industrial policies. Rather. the potentiai constraints were 

known and would have been accounted for in policy preparation and in the proposa1 of specific 

implementation tools. The effect of such constraints is generally to shape the context in which 

policy is made. 

As outlined above. political, budgetary and bureaucratie constraints may have played more 

significant roles in shaping efforts of these two govemments to pursue the agendas outlined in the 



PCR and the IPF. The fiscal situation facing the NDP in particular could have preventrd the 

government from pursuing costly initiatives. There may also have been considerable opposit~on 

within the bureaucracy to the Premier's Councii agenda. resulting in a set of recommendations with 

nobody interested in implementing them. In addition to the more typical political. budgetq .  and 

bureaucratic constraints. a lack of support at the highest political levels. and a general difficulty in 

achieving third order change could have been very influentid in preventing the implsmentation of 

the core concepts in the anticipatory industrial policies of the two governments. Chapters five and 

six draw heavily on the results of a series of interviews in an attempt to detemine which of these 

potential constraints had the Fa t e s t  negative impact on attempts to implement the industrial policy 

agendas of these two govemments. 



Chapter 5: Constraining the Liberals: "Actions Speak Louder Than 
Words" 

5.0 Introduction 

Chapter 3 documented the industrial policy agenda of the Peterson Liberals as set out in the 

Premier's Council report (PCR). Cornpering in the Nerr. Global Ecorzorn'. released in 1988. and in 

the follow-up report. People and Skills in the New. Global Econorny. released in 1990. These 

documents struggled with the econornic challenges facing the Ontario economy in the late 1980s. 

and set out an agenda designed to meet those challenges. They were prepared within a constitutionai 

context that was well defined. (although not immune to change). and within an econornic çontext 

characterizcd by giobalization. and treaty arrangements including the GATT and an emerging free 

trade agreement with the United States (F ïA ) .  The overall direction of the PCR suggested there 

should be an active role for provincial government in shaping econornic deveiopment through 

specific anticipatory industrial policies. 

This chapter outlines the attempts of the Peterson Liberais to implement the enunciated agendas. 

then discusses the factors that largely prevented successful implementation. Chapter 4 presentrd 

several alternative explanations for the failure of the Liberals to implement the agenda outlined in 

the PCR. This chapter looks at the timpirical record. but more irnportantly. draws on the evidence 

provided through a seties of interviews with individuals involved in the industrial policy process. 

to determine which factors were most decisive. While few interviewees came right out and statrd 

"hplementation was impeded by factors 'A9 and 'C'." the interviews did provide a fairly clear and 

consistent picture of the factors impeding implernentation. hadequate political support. particularly 

at the highest levels (Premier. Treasurer, Minister of Industry, Trade and Technology) for the 

anticipatory industrial policy agenda outlined in the PCR was the primary factor that prevenred its 

implementation. Both the broader PCR agenda and the speci fic recornrnendations contained in it. 

also lacked support at the bureaucratic level. specifically at MI?T and Treasury. The Centres of 



Excellence p r o p .  probably the most successful component of the PCR agenda. enjoyed 

significant politicai support but operated Iargely outside the traditional bureaucracy. suggesting that 

a lack of bureaucratic support would not have mattered rnuch for some other aspects of the PCR 

agenda. Similarly. policies openting through the tax system were easily implemented. There is no 

evidence to suggest that either constitutional constraints or trade agreements timited the ability of 

the government to implement the PCR agenda. hpedirnents at each of the politicai and bureaucratic 

level stacked the deck against third order change. 

5.1 Implementing the PCR 

As discussed in Chapter 3. the broader agenda outlined in the PCR. and encapsulated in the stated 

objectives. was much broader than the more modest industrial policy indicated by the founecn 

specific recornmendations. However. the government did not attempt to irnplement the broader 

agenda. Many of the specific recornmendations were implemented. but the total effect of the policy 

as implemented consisted of a series of ad hoc. reactive industrial policies. 

By the time the Council issued its report. Competing in the New Global Ecortomy. much of the 

enduring work of the Council had been already been set in motion. A fund of Slbillion to be 

expended over ten years. the Ontario te ch no log^ Fund (Tech. Fund) had been created at the tims 

the Council was announced. This fund, under the direction of the Premier's Council. was intended 

"to heip move Ontario to the forefront of scientific leadership and technological innovation."' The 

centrepiece of the Tech. Fund, the seven Centres of Excellence, were setected in 1987 from 28 

applications. These centres, established in Ontario Universities (but involving faculty from more 

than just the home base) were to stimulate world class research in the following areas 

lasers and iightwaves 
space and terrestrial science 

1 Ontario. Task Force to Review the Ontario Technology Fund in the Context of an Innovation-Based 
Society. Ontario: 2002. (Toronto: Premier's Council on Economic Renewal. 1993). 98. 



manufacturing technology and rnethods 
groundwater research 
information technology 
new materials 
telecommunications technology 

A 1990 review of the Centres of Excellence program found that this program was very successful. 

The review cited the outstanding quaIity of researchers and programs associated with the program. 

the developrnent (beyond expectations), of industry linkages. and excellent management. As a result 

of the successful review, the NDP government announced in 1991 that the Centres of Excellence 

initiative would be continued for a Funher five years.' The Centres of Excellence prograrn accounted 

for expenditures of approximately $390 million during the Peterson and Rae years. representing a 

significant portion of funding available from the Technology F ~ n d . ~  

The University Research incentive Fund (URF), intended to encourage greater university- 

industry collaborative research. predated the Liberals. having been initiated in 1984. Under this 

prograrn, rnanaged through the Ministry of Colleges and Universities (later the Ministry of Education 

and Training), eligible corporate investments in university research are matched by contributions 

from the program. 

Like the Centres of Excellence and the W. the Industry Research Program. the second largest 

component of the program-based expenditures under the Tech. Fund. was created well in advance 

of the release of the PCR, Iate in 1987. This program invested in "leading edge industrial R&D in 

areas of strategic importance." with demonstrable export or import replacement potential.' 

The focus of the Technology Fund propms was alrnost exclusively on scientific and industrial 

research. One of the most expensive initiatives, the R&D Superallowance. was noc a program. but 

a tax expenditure which worked in coordination with federal tax credits to offset investments in 

2 Ibid., 102. 
3 David Crane. "Let's hear it  for Centres of Excellence," Toronto Star. October 2 1. 1997. D2. Crane notes 

that the Centres of Excellence continue to enjoy the support of the Harris government. which has pledged 
$16 1.5 million towards the Centres during a five year period starting January '98. Tcchnology Fund 
financing was extended beyond the original $1 billion by the NDP government. 

4 Ontario, Task Force to Review the Ontario Technology Fund, Ontario: 2002, 106. 



industrial research and devetopment. For small firrns. the Superallowance subsidized 35% of al1 

R&D expenditures, rising to 53% for incrernental expenditures, white for large firms, the 

corresponding rates were 25% and 388. Its value was estimated to be approximately $50 million 

a n n ~ a l l ~ . ~  With the total value of these incentives pegged at approximately $300 million over the 

first five years, the Supedlowance was a major component of the Liberal govemment's industrial 

policy expenditurese6 

While much of the money altocated under the Technology Fund benefitted industry, the 

Premier's Council members from labour succeeded in extracting certain concessions. The 

Tee hnology Adjustment Researc h P r o g m  (TARP). managed by the On tario Federat ion of Labour. 

was created "in recognition of the need to strengthen labour's role in dealing with the effects of 

technoiogical change on workers and the workplace."' Of greater impon. however. was the 

immediate pursuit, following the release of the report. of the second phase of the Premier's Council 

work. Recommendation 13 of the PCR stated that 'The Premier's Council should work with 

appropriate areas of government to develop a comprehensive people straregy that will addrrss vital 

education. training. and labour market policy issues as an integral part of its nrxt agenda."' 

The Technology Fund (particularly the Centres of Excellence) continurd to stand as a significant 

Iegacy of the Peterson Premier's Council. and hence of the Liberal years of govrrnmrnt. throughout 

the NDP mandate. Other recommendations of the PCR did not fare as w e l l . ~ o m e  of these 

initiatives (such as the proposed Ontario Risk Sharing Fund, which the Council rtxommended should 

5 Minisuy of Finance personnel are in the process of applying current tax modelling technology to previous 
fiscal years. They hope to be able to be more precise in their estimation of revenue foregone as a result 
of rhis initiative. 

6 Ontario. Ministry of Industry, Trade and Technology. "The Ontario Governrnent's Record in Promoting 
Science and Technology," (Toronto: MITT. May 1988). 5 .  

7 Ontario, Task Force to Review the Ontario Technology Fund. Ontario 2002. 1 12. 
8 Ontario. Premier's Council, Compering in the New Global Econom~: Report of rhe Premier 's  Co~oicil. 

Volume I. (Toronto: Queen's Printer for Ontario, 1988). 32. 
9 This section draws on Leon Muszynski, for Ontario, Premier's Council Secretariat, Minisuy of Industry. 

Trade and Technology, "The implernentation Status of Premier's Council Recommendations." {Toronto: 
Premier's Council Secretariat, 199 1 ). 



provide loans to successful. established exponing companies for investment in new product 

development and marketing, and the Early Stage Venture Capital incentives, which was to provide 

loan guarantees to venture capital companies investing in eligible companies) were announced in 

various forms by the govemment. but never materialized. Other initiatives, including the Ontario 

Recapitalization Plan, which was intended to attract investors to "indigenous mid-sized exporting 

companies going to public equity markets to raise new capital" were deemed too expensive by the 

Ministry of Treasury and Economics (Treasury). and were not proceeded with.1° 

Other program initiatives considered by the Premier's Council did not cven make it into the 

PCR. One of these would have created a tax reserve fund which companies could have drawn upon 

to invest in higher value-added initiatives in their industries. Under the proposal considered by staff 

at the Ministry of Treasury and Economics. companies would have been able to open an "investment 

reserve account" with the government. containing profits that otherwise would have gone to pay 

provincial corporate taxes. These funds could subsequently be used to defray 50% of the approved 

costs leading to higher-value added production. Treasury staff estimated this proposal would cost 

the govemment approximatrly $200 million annually." This prognm would have bern the only 

concrete attempt to respond to the rhetoric of "higher-value added" which pervaded the PCR. The 

government's enthusiasm for pursuing higher value added production apparently stopped short of 

providing significant program funds. in this case. in the form of tax expenditures. 

10 The Treasurer, Robert Nixon, indicated in interview that although he was broridly supponive of the 
Premier's Council initiative, he was not willing, as Treasurer, to part with the amounts of money ncçessary 
to implement the agenda. The opposition of Treasury to such initiatives fits with both a lack of political 
support and lack of bureaucratie support for the agenda. Attributing Treasury's opposition to thesc 
initiatives to budgetary considerations masks these more significant factors. There are several reasons that 
Treasury can Say 'no.' There does not have to be a looming budgetary crisis for Treasury to use fiscal 
consuaint as its reason for saying 'no.' 

1 1 Ontario, Ministry of Treasury and Economics, "Premier's Council Report: Cost Estimates." (Toronto: 
February 17. 1988). 



5.2 Other Industrial Policy Initiatives 

The Premier's Council and the resulting initiatives should not be seen as the sole focus for the 

Liberals, however. Both Liberal lndustry Ministers, Hugh O.Neil( 1985- 1987) and Monte Kwinter 

(1987-1990) placed an unmistakable emphasis on the importance of the auto sector to Ontario. 

Several MI'TT initiatives were stnictured to serve the interests of this sector. Under a program called 

"Capital Projects." financial assistance was made available for industrial capital projects "that 

demonstrate a potential for long-terrn employment impact in underdeveloped regions or that add 

significantly to the international cornpetitiveness of Ontario's existing industrial base."" This 

unadvertised program was accessed through word of mouth or in response to "special 

circumstances." It typified MITT's ad hoc, reactive approach to industrial deveIopment. The 

program's rationale. "[to] help Ontario attract investment by subsidizing capital costs [and to] enable 

the Province to compete with other jurisdictions that are able to offer tax or financial packa, oes to 

attnct investment."" suggests enthusiastic participation in the 'smokestack chasinp' approach to 

economic development. Jurisdictions involved in smokestack chasing make concessions in areas 

such as minimum wage rates, environmental and workplace reguiations. and employer taxes. and 

offer generous government subsidies in attempts to attrrict (or retain) industry. As such. initiatives 

intended to attract industry typically have a regressive impact. This rnay be the tip of the iceberg of 

a tendency to subordinate social policies to short t e m  industrial policies. also described as a 'race 

to the bottom approach.' " Kei th Boeckelman notes that in the Amencan context. "competition 

among subnational units can discourage redistribution due to fears that generous welfare benefits 

will attract the needy and drive out tax-sensitive It is difficult to imagine how such an 

Ontario, Ministry of Industry, Trride and Technology, " Program Descriptions." (Toronto: MïiT. 1989). 
30. 
Ibid. 
The 'racing' metaphor drriws attention to the fact that as national and subnational jurisdictions participate 
in such competition for industry, the quality of life, if  perhaps not the standard of living of its citizen- 
declines. 
Keith Boeckelrnan, "Federd Systerns in the Global Economy: Research Issues," in Publiris. 26: 1 .  (Winter 
1996). 6. 



approach to industrial policy provides net benefits to the jurisdiction. 

5.3 Implemeniation Summary 

The Premier's Council created by Peterson in 1986 implied a new approach to economic govemance 

in Ontario. However. those expecting that the release of Competing in the Nerr* Global Ecoriorny 

signalled an era of anticipatory industrial policies. or a period of muitipartite, or corporatist 

decision-making. would have been understandably disappointed by the results achieved by the 

Peterson Liberal govemments. In fact. the agenda spelled out in the PCR, coupled with the RCEU 

assertion that provincial governments could facilitate economic development within a global context 

and a federal framework, may have had the  effect of raising expectatioris unreasonably. Ontario 

does not normally lend itself to radical changes in the relationship(s) between state. market. and 

society. To that extent, the reaction of the  govemment to the PCR agenda was consistent with 

established patterns. 

Amid the modest results that were achieved - notably the Centres of Excellence -- seeds of 

change were planted which might have flourished if they had been properly nurtured. Although the 

legacy of the Peterson Premier's Council fell short of its potential. there were Iasring results to the 

Premier's Council process. however. The Premier's Council laid the foundation upon which future 

multipartite processes could be built, not just in Ontario. but throughout the country. and even 

intemationally. The NDP government's Sector Partnership Fund owed much of its relative success 

to the groundwork of the Premier's Council. The Peterson Council had legitimized the notion of 

multipartite discussion. 

Ultirnately. though, the agenda of the Premier's CounciI was left unaccomplished. Like many 

government reports, the PCR was left to gather dust on the shelves of governrnent bureaucrats. 



5.4 Constraints on the Liberal Industrial Policy 

The failure of the Peterson Liberais to imptement the vision articulated in Competing irt the New 

Global Economy resulted from a number of factors. Three sets of constraints were most significmt: 

political constraints. bureaucratic constraints. and budgetary constraints. Other factors. such ris the 

constraining effects of trade agreements such as the F ï A  and the GATT, and constitutionaI 

constraints, played a limited role. contributing to the context in which policies were made and 

irnplementation attempted. By the tirne of the Liberals' defeat in 1990. progress on implementing 

the Premier's Council vision had been decidedly limited. Although some interview respondents 

suggested that further efforts would have been made in a subsequent mandate. the lack of support 

at the highest levels. particularly the Treasurer and the Premier. makes such daims ring hollow. 

Not al1 components of the PCR agenda were equally susceptible to a lack of political or 

bureaucratic support. For example. because the Centres of Excellence program was located at m ' s  

length from the govemment. any lack of buy-in at the bureaucratic level would not have been a 

significant factor in determining the success of its implementation. Howsver. because it was an 

expensive program. some level of political support for it was needed. Similarly. tax rxpenditures 

such as the R&D Superallowance required polit ical suppon. but only minimal bureaucratic suppon. 

In some other respects. lack of political conviction derailed the Peterson govemment's industrial 

policy. Peterson was not willing to stand up for the broader agenda outIined in the PCR. and Nixon 

was not willing, as Treasurer, to commit resources to either specific components such as the Ontario 

Rccapitalization Plan. or to the broader agenda outlined in the report. In relation to such aspects 

of the PCR. bureaucratic constraints were unimportant. because at no point was the bureaucracy 

asked to implement the broader PCR agenda. By the same token. other constraints - constitutional. 

financial. trade agreements -- were also arguably of relatively little consequence. 



5.4.1 Political LeadershipKommitment 

b the world of government. political considerations are ubiquitous. Political cornmitment can be 

understood to be a surnrnary of al1 other factors (reflecting. for example. the fiscal situation. 

constitutional powers, and the economic context). Political cornrnitment is also. however. an 

independent factor. reflecting a combination of electoral impulsions/constraints, and favourable 

ideological predisposition. In the face of strong political leadership and commitment at the highest 

levels, other constraints can be effectively neutralized. or trumped. The overwhelming consensus 

of respondents interviewed for this research noted that such a level of political cornmitment was 

lacking during the Peterson years. 

Strong. focused leadership is crucial for the successful pursuit of anticipatory industrial policies. 

such as was outlined in the report of the Peterson Premier's Council. Cornpetirtg in the Nerc. Global 

Economy. This leadership needs to arise at the political level. tn a province the sizet6 of New 

Brunswick, a single, prominent politician can spark third order change, and crerite sufficient inertia 

to effect required cultural changes at the political, societal. and administrative levels. Larger 

provinces like Ontano tend to be more complicated talthough perhaps no more challenging) CO 

govem. Individual efforts to affect change, whilc nrcessary. are also inadequate. Instead. team 

efforts are required. Indeed, this belief was central to the creation of the Premier's CounciI. 

The Liberal caucus. and more imponantly the Liberal cabinet. were a group with heterogeneous 

views of the appropriate role of the state in the economy. Some. including the Treasurer. Robert 

Nixon. clearly felt that the role of govemment in the rconomy should be relatively limitrd (social 

market approach). He indicated this view in his actions as Treasurer. and confirmed that view in an 

interview conducted for this project." Others. such as Ian Scott. seem to have favoured a more 

16 By "size." 1 don't mean geographic size. although that certainly effects one's ability to "sell" any program 
package. but rather, the size of the provincial population. and mosl importantly. the size of the provincial 
economy. 

17 Interview with Robert Nixon, March 5 ,  1995. 



interventionist approach (selective interventionist approach). David Peterson indicated in interview 

that he held rather ambivalent views. simultaneously praising the accomplishmtnts of the Council. 

while citing the limits on what a provincial govemment can be expected to do to shape economic 

development.18 This divergence of views of the appropriate role of the provincial state made it 

largely irrelevant what individuals thought of the Premier's Council process or recommendations. 

Without widespread agreement to 'sine from the same songsheet.' irnplementation of ri 

comprehensive. anticipatory. industrial strategy is next to impossible. 

Leading the 'laissez-faire' camp was the Robert Nixon. Nixon noted in interview that he felt 

the Premier's Council discussed some interesting îdeas. but that the product itself was not worth 

committing either much money. or much e n e r , ~ ~ . ' ~  He apparently felt that many of his collragues 

shared his view. noting that the prevailing reaction among his cabinet colleapes to the PCR wa.. a 

'Big yawn' .... When 1 say it was a yawn. that may have been mostly my attitude. ïrn not a 
great believer in giving someone a million dollars and saying 'Tell us what to do."' 

Moreover. Nixon seemed to have few regrets about the role he  piayrd in constraining 

implementation of the Premier's CounciI agenda: 

I know in budgets. it seems to me on two or three occasions 1 would put in the budget a lins 
saying "As once recomrnended by the Premier's Council." which was mostly to p1ease the 
people in the Premier's Council that 1 was doing s o m  of the things thsy had recommended. 
1 think if you were talking to Pat Lavelle. he would say "Nixon was a Iittle bit old. or 
something. for what we'd intended to do." bot from my point of view. I found that thsir 
recommendations were hugely expensive, and 1 didn't have the confidence that thry would 
work-'' 

Nixon clearly did not embrace an approach which laid out a comprehensive role for the state. 

preferring to address opportunities for industrial development on an ad hoc basis consistent with 

reactive industrial policy: 

I'd say it [the Report] was "bullshit rhetoric." and most of the people that talked about - 

18 Interview with David Peterson. July 19. 1995. 
19 Interview wirh Robert Nixon. March 5 .  1995. 
20 Ibid. 
21 Ibid. 



nobody talked about it in Cabinet. We relied on MITT and some of the people in Treasuy 
to give us what we considered to be an orderly approach to this. but in fact. we played the 
opportunities as we found them." 

Nixon's views of the PCR were familiar to many in the industrial policy community. Patrick 

LavelIe. Premier's Council Secretary. and Deputy Minister of M m .  noted that "Mr. Nixon. in 

particular. threw his body against it. it terms of full-scale irnplementation."" A senior member of 

the Premier's Council Secretariat. Helen Burstyn. noted that Nixon's feelings about the procrss 

caused him to be reluctant to commit fùnds to the irnplementation of the report's recommendations. 

"When he did introduce. through the budget. certain mesures. they didn't go a11 the way. It wasn't 

that he didn't endorse [the report]. it was just that he was concemed about how to keep a lid on 

things too, because [of] his role as Treasurer."" 

The Ministry of Industry. Trade and Technoloa would have been the logical focus for 

implementation of industrial policy ideas. Here. too. strong leadership was lacking in the prriod 

following the release of the PCR in April. 1988. Nixon's perspective on the Liberal , ~ovemment's 

industrial policy was apparently shared by Industry Minister. Monte Kwinter. whosç pragmatic 

approach to Ontario industrial dcvelopment focused on rxisting strengths. particularly the auto 

industry, and an emphasis on expmding international trade. Asked whether the idea of an industrial 

policy or industrial strategy had k e n  important to his governrnent. Kwinter noted. "Yes. wt. are the 

manufacturing and financial centre of the country. To have a srrategy thüt énhanced that. and 

attracted industry. was very i rnp~nant ."~ Pressed to be more specific. he noted a twofold approach 

taken by provincial governments. including the Petenon government: "One. to rnhancr and expand 

their particular base of strength in the province. and also. to try and direct industrial activity. and job 

creation activity to those areas of the province that didn't have it. or couid use it. That was basicallv 

22 Ibid. 
23 Interview with Patrick Lavelle, November 22. 1995. 
24 Interview with Helen Burstyn, Premier's Council Secretariat, January 19. 1995. 
25 Interview with Monte Kwinter, Minister of Indusuy, Trade and Technology, F e b r u q  17. 1995. 



the strategy." The base of strength. Kwinter noted. was the auto industry, which he argued. was " 

the engine that drives the economy of Ontario, and to a great extent. the economy of Canada." His 

view of 'industrial policy' appears to have k e n  to build on traditional strengths like the auto sector. 

while creating a climate chat tells the world that 'Ontario is open for business.' in the belief that 

'good things will ha~pen."~  This view fits more closely with the laissez-faire view of the current 

Progressive Conservative government than it does with the perspective enunciated in the PCR. 

Several interview respondents suggested that the Iack of strong ministerial leadership exened 

by Kwinter, and his predecessor. Hugh O'Neil, was partially compensated by the appointment of 

Patrick Lavelle as Deputy Minister and Secretary to the Premier's Council. More thm one 

respondent suggested that Lavelle had a strong presence that effectively aIIowed him to move into 

areas of political decision-making normally reserved for the minister. One respondent noted that 

"During the Liberal [years]. Patrick Lavelle was the Minister and the Deputy and [he wasj strong. 

but there was not a strong minister."" This awkward situation was facilitated in pan by the fact that 

Lavelle was clearly a 'political appointment.' hand-picked by Peterson to spearhead the 

government's free trade agenda. After serving as Deputy Minister for two and a half years. Lavelle 

announced in early lune. 1988. shortly after the release of the PCR. that he would be leaving the 

public service to return to the auto sector. plunging M r r ï  into a rapid succession of rrlativrly 

ineffective Deputy Ministers. Whether Lavelle could have successfully followed through on the 

work of the Premier's Council is largely a moot point - he resignrd as DM shonly aftrr the report's 

release. Ironically, Lavelle's leadership may have been too 'strong,' leading to resistance on the 

bureaucratic side. Largely viewed as an 'outsider.' Lavelle's approach to governing provoked a 

backlash among some career bureaucrats. a backlash that extended to the PCR as well. 

There were, however. Cabinet ministers who favoured a more interventionist role. Attorney 

26 This inlerpretation is based on the totality of Mr. Kwinter's comments during interview rather than a 
particulas (quotable) response. 

27 Confidential interview #28 (Finance official). March 23, 1995. 



General Ian Scott. one of the more respected members of Peterson's Cabinet team. noted that 

countries like Switzerland. Sweden and Austria. known for their corpontist approaches to industrial 

policy , shouId sewe as models for economic development initiatives which would include "a 

willingness to articulate econornic/environmental priorities. to commit to research and development. 

to training and retraining, [and] to the selection of winners and the rejection of lo~ers."'~ Although 

this vision rnay have been shared by some others in Cabinet. without the suppon of the Treaurer. 

probably onIy the Premier hirnself wouId have been able to exert sufficient influence to see it 

through. Understanding the Premier's genrral approach to goveming helps to explain why hr was 

not likely to throw hirnself into implementing the Premier's Council vision. 

Most interview respondents agreed that Peterson was very enthusiastic about the work of the 

Premier's Council. He was very supportive of the idens presented in the PCR. He endorsed the 

basic direction prescribed for the Ontario economy. one emphasizing in particular the importance 

of innovation and technology for facilitating higher value-added production: 

I was very interested in industrial policy. 1 knew in the 80s even though we were in the middle 
of a boom that the world was changing. fundamentaliy: that the old resource bases were not 
going to sustain you forever: that you had to move into the higher technology: that you had to 
train and equip your population to compete in a totally different en~ironment.'~ 

He was much less ciear in aniculating the role the provincial state should play in rncouraging the 

development of such an rconomy. in fact. he admitted to being somewhat unclear as to how 

government could facilitate "wealth creation:" 

Do you say to your minister 'Go and do something?" The answer is no. It's too big an issue. 
Wealth creation in the modem world. in a knowledge intensive world. is the most profound 
challenge. in order to sustain your standard of living'" 

Peterson showed leadership in preparing the vision. He did not. however. transfer that leadership 

to the implementation stage. 

28 Ian Scott. Onfario Looks ar the 1990s. (Kingston: Industrial Relations Centre. 1990). 8. 
29 Interview with David Peterson. July 19. 1995. 
30 Ibid. 



Peterson's response when asked what he would do differently in the area of economic 

development, if he were given the opportunity to do it again. speaks volumes. 'This is going to 

sound probably weird to you, but probabty nothing [different]. I think it worked fabulously .... You're 

talking to a guy that may be tembly biased, but I think it [the Premier's Council] w u  a stunning 

innovation. and 1 think it achieved real results."" Politicians are often guilty of looking at their 

accomplishrnents through rose-coloured glasses. Even allowing for this. it is clear chat Peterson was 

satisfied with the limited accomplishments that grew out of the Premier's Council process. A 

number of interview respondents. particularly those on the political side." suggested that Peterson 

may have had plans to pursue more of the Premier's Council directions dunng a subsequent mandate. 

While it is an intriguing prospect. sucii claims seem to run contrary to claims made by the premier 

himself. 

One indication of the relatively low priority Peterson attached to the PCR agenda could be seen 

in the greater attention paid to national unity concems during this tirne period ( 1988-90). To the 

extent that Peterson had a supply of 'political capital.' he apparently 'spent' a great deal of i t  on 

Meech Lake." The Meech Lake Accord created a penod of significant turmoil between its 

inception in 1987 and its subsequent demise in 1990. As one of the most outspoken supporters of 

the Accord. Peterson devoted considerably timc and energy to the cause of national unity. Thus. in 

the period surrounding the release of the PCR in 1988. and for much of the rest of the Liberal 

mandate. Peterson had a 'cause' that was occupying his attention. Although the PCR clearly 

indicated that significant economic challenges lay ahead for the province. a sense of urgency 

regarding the irnmediate prospects of the provincial economy had not descended upon the Petrrson 

Liberals. Because the econonic situation was. by most measures, in excellent shapr throughout 

Interview with David Peterson. July 19. 1995. 
For the purposes of this study, 'political' officials include Cabinet Ministers and MPPs. and their staffs 
(ie. employees of Minister's Offices). and officials in the Premier's Office (PO), and the Cabinet Office 
(CO). It also includes political advisors, paid or otherwise, to senior cabinet rninisters. 
Indeed. the 1990 election results suggest his 'political capital account' was in arrears by September I990! 



most of the Liberal mandate, any significant initiatives intended to redirect the economy through use 

of industrial policies would have to wait until the 'constitutional house was in order.' Ian Scott 

spoke clearly of the role played by constitutional uncertainty in constraining govemment efforts to 

deal with major policy initiatives: "It seems most unIikeIy that Canadians will be able to address 

the variety of probiems and issues we confront in economics. in the environment. in 

multiculturalism. and in a host of others until some measure of constitutional stability is obtained 

in our federal ~ ~ s t e r n . " ~  One need not believe Peterson was wrong to focus on national unity in 

order to daim the pursuit of constitutiona1 goals impeded the PCR agenda. 

Peterson's satisfaction with the outcornes of the Premier's Council might suggest that the 

premise of one of the key questions exploreci here - ie. "Why wasn't more done?" - is based on a 

faulty assumption. namely. that the government wanted to do more, but was unable to. Peterson was 

not uncornfortable with the selective interventionist agenda enunciated in the PCR. Neither. 

however, was he inclined to implement it. His ideological predisposition was as a proponent of the 

social market approach. He was therefore content with having articulated a vision. and having made 

smdl inroads - such as the Centres of Excellence program --in that direction. 

Chaptrr 4 noted that the electonl cycle facing politicians may dictate against the pursuit of long- 

term anticipatory industrial policies. The Peterson Liberals had the luxury of goveming during a 

penod of considerable gowth and prosperity. As such. there did not appear to be a need to pursur 

high-profile. short-term. reactive industrial poiicies in order to consolidate elrctonl support. Most 

interviewees, when asked what role electoral considerations had played in shaping the Librral 

approach to econornic developrnent. indicated it had not been a significant factor in determining the 

ability to implement the PCR agenda. Indeed. Peterson suggested there had been a conscious effort 

to keep the Premier's Council 'above' the political arena: 

This [the Premier's Council] was not the stuff of politics; this was the stuff of governance. 

34 Scott. Ontario Looks ut the 1990s. I 1. 



Maybe we should have put more emphasis ... told people what we were doing more. Maybe 
I was naive, but 1 didn't want to truck this thing, in any way, with partismship, or turn them 
into politicai prompts. I said to these guys [Council members], "We're going to wrestle with 
this sniff. and we'll leave the politics for an ele~tion."'~ 

If electoral considerations were not a significant factor in shaping the response of the Peterson 

govemment to the PCR agenda, the ideological predisposition of senior participants emerges as the 

decisive political consideration. 

Peterson's apparent lack of political commitment to the implementation of the Premier's Council 

vision is viewed only as one of rnany constraints, despite the fact that without adequate politicaI 

follow-through. the vision was arguably stillborn. Political support is not a binary variable. though. 

Rather, political support c m  be measured on a continuum. Unquestionably. if political support for 

the PCR agenda had been totally absent. other constraints would not have mattered -- the agenda 

would have been doomed from the outset. The evidence suggests that ad hoc industrial policy 

instruments. such as tax expenditures. or programs subsidizing specific industrial activities. can be 

successfully pursued with moderate levels of political support. More comprehensive. anticipatory 

policies such as was found in the PCR. require considerably more support. Indeed. total commitment 

at the political level is not only necessu- for the pursuit of anticipatory policies. it may rven be 

siflcient in some cases. This is becausr total support at the highest levels has a 'trump' componrnt 

to it. in the face of political support. other barriers such as bureaucratie constraints and budgetary 

constraints dissolve. 

The political constraints to the aggressive pursuit of the PCR were formidable. Not only was 

the cabinet ideologically split on the appropriate role of the statr in the economy. with some 

favounng significant state intervention (Le. selective intervention) . and others leaning towards a 

more laissez-faire position (Le. social market). but the premier was content with a very modest 

implementation effort. David Crane, outspoken proponent of an active d e  for governrnent in the 

35 Interview with David Peterson, July 19. 1995. 
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economy, encapsulated the impact of Peterson's failure to follow-through: "Unless the person sitting 

at the desk with the sign 'the buck stops here' pushes his ministers and officiais for follow-up and 

results. they don't happer~ ."~qdding  to that mix a Treasurer who was unwilling to free up funds 

for many of the report's key recommendations. it is pertirips surprising that anything positive came 

out of the process. Despite these political barriers. however. ri number of other constraints also 

played a role in lirniting the impact of the Premier's Council agenda. 

Although the Liberals govemed during a period of unparalleled growth in the province. fiscal 

concerns were cited as having constrained the pursuit of the Premier's Council vision. Robert Nixon 

was the Provincial Treasurer at the tirne. His persona1 reservations concerning the PCR agenda were 

documented above. Nixon was not keen to spend large sums of money on PCR initiatives. As 

Treasurer, he was well positioned to put a brake on implementation. citing fiscal restraint. Given 

that scenario. attnbuting such barriers to implementation to the fiscal situation facing the province 

would seem disingenuous. Still. dismissing such claims out of hand might cause us to overlook 

examples w hen speci fic proposais were vetoed for budgetary reasons. 

As seen in Figure 4.1 (p. 152). despite the boom. onIy the 1989190 Liberal budget showed a 

surplus when both operating and capital expenditures were included. As discussed above. a number 

of initiatives recommended by the Premier's Council were subsequently scrapped. allegedly dur to 

budgetary considerations. 

Georgette Gagnon and Dan Rath note in their book analyzing the defeat of the Liberals in 1990 

that dunng the 1990 election campaign. the Premier's Council agenda continued to take a back seat 

to "frugality:" 

36 David Crane, "Why doesn't Premier's Council have more impact on policy?." Toronto Star. January 13. 
1990. 



Other budget programs springing from the Premier's Council on Technology and such high- 
cost promises as a $5-billion transportation plan could have sent Peterson on an old- 
fashioned carnpaign spending spree. The stntegists and policy staff weighed those options 
but decided frugality should prevail as the timely carnpaign theme." 

One senior official at MEDT suggested that the nature of the Premier's Council invited proposals 

that were not fiscally viable: 

[Slome of [the proposals] cost a lot of money. Huge amounts of money. [Whenl you invite 
people to solve problems, and say they can spend as much as they like, they usually come up 
with expensive solutions. Some of the elements were quite expensive. 1 bet that if you were to 
classify the program specific things, by cost, you would find that ones that cost the least are the 
ones that went ahead, and the ones that cost the most didi~'t.~' 

Certainly, some of the policy options considered by the Council had hefty price tags attached. Some. 

like the Tax Reserve Fund for Core Industries, designed to facilitate restructuring or rationalization 

of core industries, but estimated to cost $100- $200 million or more in total. did not even make it into 

the report. Others. like the Ontario Risk Sharing Fund. with an estimated price tag of $200 million 

over five years. were announced in subsequent budgets. but never implemented. Other 

recornmendations. such as the recommendation to "refocus the Ontario Development  corporation^"'^ 

at no additional cost was "fully adopted."" As sren in Figure 5.1 ." however. the Tech. Fund and 

the R&D Superallowance. key components of the PCR industria1 policy, have been fundrd at over 

Georgette Gagnon and Dan Rath. Nor Wirhortr Cuitse. (Toronto: Harper Collins. 199 1 ). 163. 
Confidemial interview. March 23. 1995. 
The Development Corporations of Ontario consist of four regional economic development bodies: Ontario 
Developrnent Corporation (ODC) serves central and southwestern Ontario; Northern Ontario 
Developrnent Corporation (NODC) serves northern Ontario; Eastern Ontario Development Corporation 
(EODC) serves eastern Ontario, and Innovation Ontario Corporation (IOC) serves the province's 
technohgy based companies. Collectively, they are often referred to as "the Development Corporations." 
Ontario, Developrnent Corporations of Ontario, Annual Revkrv: 1991-1992, (Toronto: Queen's Printer 
for Ontario, 1992. 
Leon Muszynski, 'The Implementation Status of Premier's Council Recomrnendations." (Toronto: 
Premier's Council, 199 1 ), 6. 
Both the BiLD expenditures and the R&D Superallowance expendi turcs were actually line items frilling 
under the Ministry of Treasury and Economics. They have k e n  included here because they were central 
elements of the indusuial policies of the day. Note that although the R&D Superallowancc was drriwing 
on the $1 billion funding allocated to the Tech. Fund. it is separated out here, because the two components 
were managed by different rninistries. The fastest growing component of the MITTMEDT expenditurcs 
shown in Figure 5.1 is entitled "Other MI?T/MEDT Expenditures." The growth in this component during 
the NDP years in particular resulted from stirnulative expenditures such as the anti-recession spending in 
'91, the jobsontario series of reactive economic development policies. and ri series of bailout packages 
arranged for industries during the recession. 
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pl BlLD Fund 

Figure 5.1 
source: Ontario. Ministry of Finance. Pctblic Accounts: 1985- 1995. (Toronto: Queen* s Printer for 
Ontario). 

$100 rnillion/yr.on average since the release of the report. This is not an arnount of money that could 

be expected to reshape the Ontario economy - far from it - but it is evidence that daims that of an 

unwillingness to spend money on industrial policy rest on shaky ground. 

The $ I billion Tech. Fund commi tted by the Premier to the process invited extravagance. Inderd. 

severid observers noted that the 'pot of money' served as a major attraction for several private sector 

participants who might otherwise have taken the pmcess less seriously. David Pecaut. the principal 

consultant to the Premier's Council, suggested that the cornmitment of such funds was sren by 

Lavelle as an effective way to ensure meaningful policy clout. "Pat ...[ felt] that the way to do that 

was to actually corne up with a significant amount of money and say to people 'you're going to be 

setting the direction for this.""' The $1 billion seemed like a generous amount of rnoney. 

particularly as a proportion of the annual budget of MITT (which never. during the Liberal yean. 

42 Interview with David Pecaut, March 2 1 .  1995. 

185 



exceeded $500 milliodyear inchdine, the money from the 'Tech. Fund, see Figure 5.1 )" Divided 

over the course of a decade. however, the Tech. Fund fund inevitably became the target of 

interdepartmental bickering, as the Ministry of Industry, Trade, and Technology. and the Ministry 

of Treasury and Economics wrestled over control of expenditures. This spiit further hampered 

policy implementation. 

Although there may have been concems that the Premier's Council agenda would place an 

unnecessary burden on the treasury, interview respondents from al1 camps noted that the relationship 

between the Premier's Council. the Ministry of Treasury and Economics. and the Ministry of 

Industry Tnde and Technotogy was such that Treasury was unlikely to waive control of significant 

instruments of economic poIicy unless forced (at the political Ievel) to do so. Although Treasury's 

influence had waned considerably by the Liberal years, there remained a sense that Treasury should 

control a11 forms of economic policy.+' Control of the public purse gave Treasury the ability to 

interfere with implementation efforts, regardless of the province's fiscal situation. In that sense. it 

would be fair to say that implementation of the PCR agenda faced budgetary constraints. but not 

fiscal constraints. to its implementation. With the Treasurer himself skeptical of the PCR agenda. 

neither fiscal nor budgetary limitations need have played a role in limiting Treasury's support. 

5.4.3 Bureaucratic Constraints 

To the limited extent that the Liberals attempted to pursue industrial policies consistent with the 

Premier's Council agenda. the constraint that had the greatest impact was lack of cooperation at the 

bureaucratie level. Bureaucratic tensions existed between the Premier's Council and staff at both 

43 When the $1 bilIion allocation was fully depleted, the Rae governrnent continued fixed annual funding 
of $8 1 million to a revamped 'Technology Ontario." a division of the Minisuy of Economic Development 
and Trade. This body was disbanded by the Harris Conservative government. See Ontario. Task Force 
to Review the Ontario Technology Fund, Ontario: 2002, 98. 

44 This perception lingered from the days of Treasury's predecessor 'superminisiry,' Treasury, Economics 
and Intergovernmental Affairs (TEIGA). 



Treasury and MITT, and between Treasury and M m  staff. These tensions accumulated to a point 

where implementation of the Premier's Council agenda was jeopardized. The bottom line. 

expressed by some, thinty obfuscated by others. was that the bureaucracy was not interested in the 

Premier's Council agenda, except perhaps where specific components supponed their agendas. 

Where recomrnendations like the R&D Superallowance were accepted as desirable. they became the 

target of bickering between ministries. 

Officiais at the Ministry of Treasury and Economics clexly did not appreciate an advisory panel 

of business, labour. and academic leaders. committing significant resources outside of the usual 

budgetary process. Treasury staff were still dealing with the significant decline of their policy pre- 

erninence. following a widespread dispersa1 of staff from the Office of Economic Policy (OEP). the 

policy 'hem' of the Ministry of Treasury and Economics. To have control of a portion of the 

provincial Treasury transferred to a collection of blue-chip advisors was not well received. Evidence 

provided by Council participants suggests that Treasury staff rnay have provided artificially high 

estimates of proposrd initiatives. in an effon to dissuade Nixon and Peterson from giving the green 

light. 

Not only did Treasury people resent the Premier's Council process. there cxisted within Treasury 

almost a disdain for MITT. This feeling largely resulted from a sense that the central agencylline 

department relationship between the two ministries aIso indicated a superiorlsubordinate 

relationship. Robert Nixon's spirited assessrnent of the Ievel of cornpetition between 

Treasury/Finance and MiTï/MEDT suggests that the cultures rnay have been too far out of sync to 

be effective: 

If 1 were to go back in there as "king of the universe." [Treasurer] 1 would think srriously 
about kicking MEDT right over the wall. and coming up with something more specifically 
attuned to econornic development." 

The people at MïTT did share Treasury's apprehension over the Premier's Council process and 

45 Interview with Robert Nixon. March 3. 1995. 



ensuing agenda. The policy people at M m  particularly did not appreciate the implicit message that 

their policy skills were inadequate. A policy analyst with MEDT provided a typical assessrnent: 

You mentioned "bureaucratie noses k ing out of joint." 1 think that's probably accurate. People 
felt that here they are. policy professionais. and here this really exciting opportunity cornes 
along. to develop s ipifkant  new industrial policy. and they're not really asked very much for 
rheir opinion. instead the job is given to an outsider. i think some noses were out of joint. 1 was 
over in Treasury and Econornics. and that was my h n d  of job there. too. Probably my nose was 
slightly out of joint, as well .... there were policy bureaucrats whose noses were out of joint. . h d  
there was a cextain "Sot invented Here. ,V-1-H reaction to proposais cornjng from the Premier's 
Council process. that may be attributed to that. but 1 think one has to say also that the policy 
bureaucrats are profession al^.^ 

Xor did it help that Patrick Lavelle was critical of the qurrlity of advice he received from his 

-Ministry. After leaving the govemrnent. he stated quite frankly that "the poIicy area [at M m ]  was 

weak and we weren't providing important advice."" Comrnents like this were not seen as fair b> 

those within. man? of whom had developed components of industrial strategies consistent uith the 

Premier's Council apnda." It is certainly understandable (if pehaps not forgivable) that a ministq 

that is cnticized in such fashion mi@ be less than enthusiastic about pursuing implemrntation. The 

assurance. cited above that "the policy bureaumats are professionals." and therefore presurnabl~ able 

to put their personal dissatisfaction aside. rings rather hotlow. 

Even arnong rhose who seem to have thought quite highly of the general thrusr of the report. it 

was unifomily seen as external to the re-lar goveming structure. It was not the govemment'\ 

industrial policy. or even the Premier's industrial policy. but rather. it tizs 'Da\.id Pecaut's' 

industrial poticy. Within bureaucraties. 'ownership' of policy ideas. and responsibility ior 

implementation. is a central me t .  Because M m  did not have ownership of the ideas in the PCR. 

they had no reason to 'buy in' to the impIementation. 

Achieving such a buy-in was critical. yet it does nor appear to have k e n  recopized as such b!. 

46 Confidentid intemieu1 #33 (.MEDT official). F e b w  14. 1995. 
37 Financial Post "Maverick ,Mandarin Moves Over to Magna'. June 14. 1988. 19. 
38 See. for example, Ontario. Minisay of Industry Trade and Technolop. "Ontario Industrial Performance: 

Maintaining the Momentum." (Toronto: MITT. 1988). and Ontario. Ministry of Indus- Trade and 
Technology, "A Cornmitment to Research and Development- An Action Plan.'. (Toronto: W T T .  1988 1. 



either the premier. or the Premier's Council. If anything, the intention to keep the bureaucrats at 

a distance was al1 too explicit. Peterson stated "1 didn't want it [the Premier's Council processj to 

be a prisoner of the bureaucracy. Even though Pat LaveIle. who was the Deputy Minisrsr of 

Industry. was the Secretary. 1 wanred independent adv~ce."~' Aithough Deputy Ministers were 

invited to attend meetings as observers. their input was neither sought. nor offered. Treated likr 

outsiders. they responded accordingly. 

Apart from the specific recomrnendations of the PCR. it was not clear to bureaucrats within 

MrZT how to develop propans which would encapsulate the philosophy underlying the agenda of 

the Premier's Council. One .MEDT official noted the disparity betwren the specific 

recommendations and the general approach of the PCR: 

I think in a lot of ways. 1 think people son of viewed it [the PCR] as v r p  radical. And so. I 
think some of the key concepts. people had trouble with. X lot of the recommendations that 
were in thcre were easy to implement. and really didn't mean a whole lmio 

It would be unfair to criticize the bureaucncy for failing to irnplement the broader agenda outlincd 

in the PCR (and largely expressed in the 'objectives')." At no point were thsy asked to dcvelop 

policies that would address the underlying philosophy of the PCR. The Premier's Council. 

panicularly the political leadership. failed to provide adequats guidance on how to pursue the 

ruticulated vision. Lavelle noted chat this was partly due to the lack of continuit>.. Pecaut had been 

paid ro prepare the report. Once the three volumes of the Competing in the :Veir. Global Ecor~orn~ 

agenda had been presented. his job was over. As a separate task. he sented as a consultant to the 

Premier's CounciI for preparation of the second agenda. People and Skills in rhe Nelr Global 

Economy. The consulting finn had no role to play in ensuring implementation of the 1988 PCR. To 

49 Interview wirh David Peterson. Juty 19. 1995. 
50 Confidentid interview #7 (MEDT official ). February 1 .  1995. 
5 1  These objectives. as noted in the Preface. encouraged ail indusuies to move to higher-value added 

acuvities. recommended that assistance be focused on internationally traded sectors. and ernphasizsd the 
importance of developing an entrepreneurial. risk taking culture. developing science and technology 
inhistructure. irnproving education. training. and labour adjustment mechanisms. dl within a consensual 
approach similar to the Premier's Council. 



the extent that the 'competitiveness agenda' contained in the 1988 repon. Compering in the Xeir. 

Global Economy. was 'Pecaut's baby.' he was forced to put it up for adoption. ivithout any assurance 

that it would continue to be welI-numred. One MEDT officiai's cornments communicate this idea 

Ideas need champions. who know when to attack. and bob and wsave. and whrn to persist and 
cany through. and how to translate the essence of what was really intended into a particular 
policy proposal. The process of an independent consultant has advantages and disadvantages. 
One of its disadvamages is rhat once the repon is delivzred. the consultant soçs on and does 
anorher job. There is still. in k t .  substantial ongoing creative work required to take the vision 
embodied in a particular recornrnendations and move that foward in a govemment system in a 
way that results in acnial probgms and policies king  changeci at the end of the da?.'' 

if Pecaut was not to be that champion. neither were LavèlIe. Petsrson. Nixon. or Ktvinter. Without 

at teast one of these individuals as champion. no amount of bureaucntic effort could have carried 

the &y. Officiais at both MIT? and Treasuq were apparently just as pleasrd to see the documents 

Uotten. for, 

5.1.4 Interest Group Opposition 

Earlier chaptcrs have sugsested that the response of the Peterson govemment to the PCR ma! hat.r 

b e n  influenced by the reaction of a range of intrrest groups. particularly the business cornmunit>.. 

There is Iittlr evidence ro suggest this was the case. h number of interrst goups did formaIl> 

respond to the PCR. but reactions were mixed." intrn-iews conductcd did not indicats that anybody 

ai either the political or bureaucratic lewls paid much attention to interest ~ o u p  reaction. The 

consensus among interview respondents seems to have k e n  that although the Libemls listensd to 

quite a broad range of interests. none was particularly influential in shaping eithrr their p m a l  

approach to economic development. or the specific components of the K R  pursued. Xfter an initial 

52  Confidentid inteniew #33 (MEDT official). February 11. 1995. 
53 These included the Board of Tnde of lMeuopolitan Toronto. The Ontario Lumber ir.ianuf;tcturer'c 

.kociation. the Manitoulin Trade Fair Association. the Cmadian Chernicd Producçr's .%ssociation. the 

.Association of Canadian Distillers. the Ontario Mining Association. IBM Canada. Ltd.. .-y Systems 
Computing. the Ontario Secondary SchooI Teacher's Federation t OSSTR. and the Town of Cobourg. 



f l u q  of reactions followmg reiease of the PCR. there was littIe sustained interest in the work of the 

Council among interest groups, with the notable exception of the Board of Trade of .Metropolitan 

Toronto. 

The Board of Trade supported a number of the Council's recommendations. "especially those 

which serve to improve the education systern. prornote industry-academia cooperation in research 

and developrnent, and spur entrepreneurship." but expressed "concerns with respect to some of the 

more interventionist recommendations of the Premier's ~ouncil."" The Globe & MaiI's Terence 

Corcoran noted a year after the release of the PCR that the Board of Trade had stood alone in its 

critical. and public. appraisal of much of the K R :  "[nhe board ...p roduced a critique of Cornpeting 

in the New Global Economy. the only critical words ever uttered by any Canadian or provincial 

business group about the Premier's Council. Not a peep has been heard from the Canadian 

Manufacturer's Association. the Canadian Chamber of Commerce. the Business Council on 'iational 

Issues. or any other business representatives."" 

Judging the effectiveness of the Board's case is difficult. Not a single interview respondrnt 

identified the Board of Trade of .Metropolitan Toronto as having influrnced cither the general 

direction of the govemment's economic developrnent policies. or the particular policies implrmentrd 

as a result of the PCR. On the other hand. the Board cxpressed. in its October 1989 lettrr. particular 

opposition to two initiatives announced in the govemment's April 1989 budget. the  Supplier 

Devetopment Program. and risk-sharing support for "threshold companies." The failure of the 

government to implernent these announced initiatives cannot convincingly be attributed to the 

Board's critique. It does. however. lend credibility to the hypothesis that the govemment was 

influenced by such views. and by the potential for political embarrassrnent identified by the Board 

54 The Board of Trade of Meuopolitan Toronto. letter to David Peterson. October 19. 1989.1. 
55 Terence Corcoran. '-Ontario interventionists rack up more points", Globe a d  Mail. April 26. 1989. B t .  



of Trade.56 Press reports following the release of the PCR suggest that Peterson intentionally 

dispelled any notion that the PCR signatled a new era of government intervention. The Financial 

Post noted that "Premier David Peterson was cautious to avoid any suggestion ... that a new wave of 

govemment intervention might stem from the Premier's Council's sweeping report on the 

economy."" 

Corcoran further speculated that the "strange silence" from interest groups other than the Board 

of Trade might resuk from the fact that many of the Premier's Council members sat on the boards 

of such groups. This suggestion merits further discussion. Some would argue that the Premier's 

Council forum opented as a pseudworpontist arrangement, with business. labour. and govemment 

working together to forge a unified vision acceptable to each of their constituencies. sirnilar in many 

respects to the 'negotiated order' Moore and Booth have identified as characterizing the experience 

of forging economic policies in Scotland." Previous chapters have noted that rather than acting as 

a f o ~ m  for the articulation of particular interests. the Premier's Council may have effectively 

neutraiized such voices. a view apparently shared by Corcoran. Evidence gathered from interviews 

presents an ambivalent view. 

David Pecaut. primary consultant for the Peterson Premier's Council(s). noted that Peterson. 

Lavelle. and he. f d t  veiy strongiy that the Council should be non-partisan. with memhrs cornmitting 

to set aside their various persona1 and organizational agendas. Council members had to be willing 

to put their 'hats' aside. to think as Ontarians first. In fact. the original list of invitees contained 

many individuals who turned down the opportunity to serve on the Council. citing their 

56 The Board emphasized the potential for political embarrassment: 'The political riski alone should present 
a major deterrent to such support [as the provision of risk-sharing suppon for threshold firrns]. It would 
take only one large, well-publicized failure to do infinitely more darnage to the government's prospects 
for encouraging future economic development in the province than the purely financial consequences of 
the failure itself would imply." October 19. 1989. 8. The Board left little doubt Lhat they would ensure 
that such a failure would, indeed. have been "well-publicized." 

57 Financial Post, "Peterson Stresses that Report is a Consensus." April 12. 1988. 3. 
58 Chns Moore and Simon Booth. Managing Contperirion: Meso-Corporurisrn. Plicrulism, and rhe 

Negotioted Order in Scotland. (Oxford: Clarendon Press. 1989). 



unwillingness to set a i d e  their advocacy roles. Representatives of interest associations were 

explicitly excluded from membership. Pecaut explained that "[wle felt very strongly that to put 

people who represent srnail business. or any association - the automobile parts association, [or] the 

CMA - on these groups, is to destroy them. When we looked at the Mures  in the US, many of the 

failures were made up of people who spoke for a~sociations."~~ Of course excluding re~resentatives 

of associations does not require one to exclude those with association membership. This situation 

opened the door to the danger that individuals might have difficulty maintaining the broad focus 

necessary to ensure an outcome beneficial to the province as a whole. 

While business associations were not represented. labour representation was no< as clearly 

distinct from major Ontario labour associations. The President of the Ontario Federation of Labour. 

Gord Wilson, was a member of the Council who apparently had a great deal of difficulty separating 

himself from his advocacy role. In an interview. David Peterson suggested that the labour 

representatives to the Council continued to be active advocates for their constituencies. in response 

to the suggestion that the normal process of interest group lobbying govemment may have bern 

circumvented by the Premier's Council. he stated: "Hel1 no. They Iobbied me on rverything. 

Dealing with the labour guys. thry're mean guys at the best of times. I think even they got caught 

up in it. They tend to be pretty insular. and concemed about their own power .... Thry're stnight into 

raw. power politics."* It is also clear that labour representatives saw the emerging report as more 

than just a set of specific recommendations: 

The most explicit statement on govemment planning made dunng the release came from 
council member Leo Gerard, the Ontario director of the United Steelworkers of America. 

"Everyone's afraid to say it, but it's an industrial strategy." he told reporters in a 
briefing se~s ion .~ '  

The direct approach taken by labour did not significantly alter the general focus of the report. 

59 Interview with David Pecaut. March 2 1 .  1995. 
60 Interview with David Peterson, July 19, 1995. 
61 Financial Post, "Peterson Stresses that Report is a Consensus." April 12. 1988, 4. 



Council members from labour were able to win concessions. though, for supporting what was 

essentially a 'competitiveness' agenda. The Technology Adjustment Research Program (TARP), 

operated as one component of the Technology Fund. The TARP, designed "to assist the Ontario 

trade union movement in developing constmctive and impressive responses to technological change 

in the w~rkpiace."~' provided for average annual funding of $1.1 million over five years 1 1990- 

1995). Of particular interest is the fact that this program was controlled entirely by the trade union 

movement, under the direction of a Management Cornmittee chaired by the Ontario Federation of 

Labour! 

As well as this specific cornmitment of funds, the labour movement also was 'rewarded' for its 

cooperation on the PCR agenda. with a second phase of study, Ieading to the 1990 report. "People 

and Skills in the New Global Economy." David Pecaut suggested that the linkagr between these two 

was quite explicit: "1 think the labour union Ieaders realIy felt that without the people strategy they 

couldn't endorse the productivity strategy. They needed to trust that there would be this other side 

to it.lV6' Without endorsing the view that there was rxplicit 'logrolling,' many respondents indicated 

that there was certainiy an understanding among Council members (evident in Recomrnendation 13. 

in which the council committed "to work with oppropriate arras of govemment to drvèlop a 

comprehensive people stratea that wilI address vital education. training, and labour market policy 

issues as an integral part of irs next agenda")a that this agenda would be eddressed. Roben Nixon 

was characteristically less guarded in his assessrnent of the role played by labour representatives on 

the Council: 

Well, there was [a payback]. There was some specific thing [TARP]. ... that was almost a 
quidpro quo for continuing. That's when 1 thought this is not going to be a tea-party .... Gord 
Wilson was one of the very capable people. He didn't join in the blackmail to quite the 
same extent .... There were two other puys that came on [to the Council], who were 

62 Ontario Federation of Labour, 'TARP: Technology Adjustment Research Program," (Toronto: Ontario 
Federation of Labour - TARP Project. 1993). 2. 

63 Interview with David Pecaut, March 2 1. 1995. 
64 Premier's Council, Campering in the New Global Econornj, 32. 



essentially brainy guys - not presidents, but executive director types, who were very 
smooth. and very capabie. They were the people who said, "Look, ... we're giving the 
premier a lot of kudos by being here. and more or Iess balancing off the rest of this thing. 
so we're going to get sornething out of it."65 

Organized labour representatives clearly wanted to ensure that 'checking their hats at the door' did 

not interfere with their ability to represent their respective constituencies. 

On balance. it appears that interest groups played a relatively minor role in shaping the Peterson 

government's industriai policy agenda. The Board of Tnde of Metropolitan Toronto acted vinually 

alone in publicly criticizing the PCR. while lending qualified support for certain elements of the 

PCR. Interviews undertaken provided iio evidence to suggest its opposition to interventionist 

policies was effective in changing the views of the government. although two initiatives specifically 

targeted by the Board of Trade lacked sufficient backing to carry them to implementation. The role 

played by the labour movement demonstrates that the Liberai industriai policy was shaped by their 

influence. in Iarge part because of the direct involvement of labour leaders like Leo Gerard in the 

Premier's Council itself. 

The most significant lasting impact of 'interests' on the policy process at the provincial level has 

resulted from the process of the Premier's Council. At the time of the council's inception. the 

multipartite forum was a ground-breaking initiative. panicularly because ir invoivrd individuais at 

the very top of their fields. These meetings were not held betwern mid-levrl bureaucrats and junior 

vice presidents. but between the Premier. a mix of presidents and chairs of major corporations. and 

presidents of major labour unions. By initiating multipartite discussions in shaping economic 

development. the Premier's Council laid the groundwork for similar bodies throughout the country. 

at both the fedenl and provincial levels. The idea that members of govemment. labour. the business 

community. and acadernia could meet together. and discuss the problcms and potential solutions to 

those problems. in an atmosphere of camaraderie. represented a significant step fonvard. The ability 

65 Interview with Robert Nixon, March 3. 1995. 
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of the Rae govemment to pursue sectord level consultations in the implementation of the Sector 

Partnership Fund and OTAB owes much to the groundwork laid by the Peterson Premier's Council. 

ironically. it seems that the success of the process was sufficiently gntifying to Peterson and others. 

that any successes achieved during the implementation stage were seen as 'gravy.' 

5.4.5 Free Trade Agreement 

The PCR explicitly claimed to be equaIly relevant regardless of the outcome of the Free Trade 

debate that dominated the national agenda between 1985-1988. The PCR was a blueprint for what 

Leslie calls the interventionist-provincialist policy ~rientat ion.~ Such intervention runs countrr to 

the 'neoconservative* wave that swept over much of the world during the decade studied here. and 

counter to the principle of free trade, which is based on the premise that efficient production is 

rnaximized by the free flow of goods and services, unencumbered by state intervention. The 

underlying assumption of free trade is that the market best determines the allocation of resources. 

While the specific recommendations of the Premier's Council did not conflict with provisions of the 

FTA or the GATT. from an ideological perspective. the two approaches are not easily reconcilrd. 

LesIie notes that "interventionism and neo-conservatism are nearty antithetical in their 

presc~iptions."~' 

The FTA certainly would have been significant to this study if its provisions had oxpressly 

constrained the ability of the Peterson govemrnent to pursue industrial policies. The Premier's 

Council members knew that free trade with the United States was as good as finalized at the time 

the PCR was released. in that sense, the PCR was actualIy in many ways a response to the inevitable 

free trade agreement. Some interview respondents spoke of the potentiaI impact of the accord on 

the Ontario workforce, and the lack of transition measures in place. Peterson noted that: 

66 Peter M. Leslie, Federal State. Nurional Econonl~, (Toronto: University of Toronto Press. 1987 ), 17 1 .  
67 Peter M. Leslie, 'The State of the Federation. 1985," in Canadu: The Stute of the Federation. 1985. Peter 

M .  Leslie, ed., (Kingston: Institute of Intergovemmental Relations, t 98S), 2 1. 



Everything that happened with the free trade agreement to Ontario was predictable. It just 
puned the heartland. And we knew that. But we also knew it  was coming anyway .... Under 
GATT, we were moving to a tariff free world anyway. And that was one of the external 
effects we had to prepare for. I think it accelerated a Iot of the pressures on the Ontario 
economy. and made everything we were doing more irnp~rtant.~' 

The PCR contained within it measures intended to address those issues, including a cornmitment to 

develop a comprehensive people strategy. which led to the release of the 1990 report. People and 

Skills iri the New Global Ecoriomy. 

Because the PCR was drafted with the assumption that the ETA would proceed, the FTA did not 

constrain the ability of the Ontario government to pursue anticipatory industrial policies. One 

official interviewed succinctly summarized the prevailing view, stating "1 don? think that the Free 

Tnde Agreement was particularly viewed as a real constraint on doing the kinds of things that the 

report was re~ornrnending."~ The position of the Peterson govemment on free trade was confusing. 

The official position of the Peterson Liberals was that the government opposed to FïA.  There was 

uncertainty as to how the govemment really felt about the FTA, however. There were too many 

conflicting messages coming out of Queen's Park to be certain of their actual position. Officiais at 

MITT issued reports demonstrating the potentially detrimental effects of the deal, while officials at 

the Ministry of Treasuly and Economics issued reports drmonstnting the net positive impact of frec 

tmde with the United States. Peterson spoke out against the deal. while his most powerful Minister. 

Roben Nixon, refrained from joining the debate. not wanting to publicly contradict his premier. 

White publicly opposing the agreement, there were plenty of signals that the Peterson Cabinet was 

ambivalent on Free Trade with the United States. This ambivalence, with some govemment 

members, such as Robert Nixon. Ieaning toward the laissez-faire. free trade option. and others. 

notably the Premier, not willing to commit, was rnirrored by their approach to the Premier's Council 

agenda, where, again, the cabinet was apparently spli t. 

68 Interview with David Peterson, July 19. 1995. 
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To the extent that the Ontario govemment was interested in pursuing activist industriai policies. 

it appeared to be on an ideological collision course with the Conservative federal government. even 

though interviews conducted demonstrated that the agreement itself had little effect on the ability 

of the provincial Liberals to implement their industrial policy agenda. 

5.4.6 Federalism, lntergovernmental Relations, and Regional Identity 

interview respondents were reluctant to dnw any connection between the PCR and issues of national 

unity or federalisrn in general. There were no provisions in the PCR recommendations that 

contravened the Cartadian constitution. Neither did the general direction of the PCR agenda violate 

the constitution as written, or as judicially interpreted. If the constitution constrained the 

implementation of the PCR agenda, it was because decision makers, including the Premier. as well 

as the citizenry of Ontario. have come to expect certain roles from their govmments. Anticipatory 

industrial policies at the provincial level offend cultural noms in economic poticy in the Ontario 

context, despite historical precedents for wide-scale provincial intervention. A number of issues in 

Canadian federalism, particularly the negotiations surrounding the Meech Lake Accord. highlighted 

the emphasis that Peterson put on the importance of a strong national presence. These experiencrs 

shaped the response of the Liberal government to the PCR agenda. 

The two political issues which dominated the political agenda during the Peterson years were 

free trade, specifically the Free Trade Agreement negotiated between the Mulroney Conservative 

govemment and the Reagan/Bush govemments in the United States, and national unity. specificatly 

the Meech Lake Accord. On free trade. the Peterson government was very vocal in its opposition 

to the agenda pursued by the federal government. suggesting that the traditional pattern, in which 

Ontario's interests are assumed to coincide with national interests. was not applicable. One 

interview respondent noted that the reaction of the Peterson govemment to free trade may have been 

rooted not so much in concern over the substance of the R A .  but in Peterson's lack of comfort as 



Premier, after serving in opposition for so long: 

David Peterson had been in opposition so long, when he came to govemment. it  took a long 
time for him to [adjust]. For the first period of time when he was in govemment. he kspt 
being an opposition leader. Well he couldn't be an opposition leader to the government of 
Ontario. so the only thing left was to be an opposition leader to the people in Ottawa." 

Peterson noted that apart from the FTA. the federal government did not in any way alter the ability 

to pursue industrial policy at the provincial level. 'They [the federal govemment ] were not an 

impedirnent one way or the other. They never stood there and said "You can't do this and you can't 

do that. There was never that kind of a problem."" Another interview respondent reiterated this 

position: "1 always felt that Ontario. when it came to trade and industrial policy. reaIly liked to stand 

up to 'the feds.' to the extent that they could."" Few respondents saw much. if any. connrction 

between the PCR and the FTA. 

Peterson was one of the most enthusiastic supporters of national unity during his mandate. 

speaking out passionately for the Meech Lake Accord before its demise in 1990. His cornmitment 

to Meech was cemented. perhaps at the expense of his political career. when he offered up severil 

of Ontario's Senate seats in an effort to broker constitutional change. Monte Kwinter. one of the 

Liberal Ministers of Industry. Trade and Technology. observed that Peterson's cornmitment to 

national unity, rather than the PCR agenda. arose in part from the facr that the Ontario economy was 

strong during the Liberal mandate: 

Peterson certainly saw himself as 'Captain Canada.' You have to understand that at the timt: 
we were the governrnent. we had the rnost vibrant economy in the industrialized world. so 
you could afford to be quite magnanimous. Cenainly. he played that role. I think he played 
that role to his detriment in the 1990 e l e ~ t i o n . ~ ~  

The PCR suggests that the Council was not particularly concemed with the subtleties of a federal 

system of govemance. In fact. for the rnost part. there is little evidence that the PCR was directed 
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specifically at one level of government or the other. The same Council, and the same consultants. 

would have subrnitted the sarne report if they had k e n  advising the federal government. Moreover. 

the Council called for a level of national coordination that Ontario could not reasonably have been 

expected to oversee. The PCR explicitiy States that "building and sustaining international 

competitiveness must be viewed as a national goal and achieved CO-operatively by the provincial and 

federal governments." and furthemore. that "moving towards that goal is a matter of adopting. or 

borh levels of public p o l i q  a consisrenr. comparible. arzd cornplernenran, upproach [rmphasis 

added]."" This premise implies that without such a cooperative pursuit of "consistent. compatible. 

and complernentary" public policies. the pursuit of international competitiveness would be seriously 

comprornised. Interestingly. the issue of coordinating the PCR agenda with a broader national 

agenda was not addressed by interview respondents. presumably reflecting the fact that the Peterson 

govemment paid only lip service to this ~bjrctive.'~ 

Some of the Peterson government's initiatives suggested a governrnent trying to carve out a 

distinct role for Ontario in the federation. The Premier's Council agenda was one such indication. 

The fact that this agenda was ultimately Ieft unfulfilled is one indication that the government was 

very tentative in moving in this direction. For decades, Ontario had acted as 'honest broker.' 

(particularly in constitutional matters) assuming that what was good for Ontario was good for the 

rest of the country, and vice versa. The free trade agreement presented Ontario with a dilemma. 

While Ontario probably stood to gain the rnost from enhanced trade with the United States. it also 

had the most to lose. Ontario's industrial base would have to remain cornpetitive with American 

firms to prosper, otherwise, the effects of the deal would be entirely negative. Provinces less reliant 

on trade with the United States, such as Alberta and Quebec, had less to [ose than did Ontario, and 

74 Premier's Council, Competing in the New Global Econorny, 33. 
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could therefore support the deal more certain that it would be beneficial (or at least not detrimentai) 

to their provincial economies. The FTA debate was one of the first times that the federal 

government was willing to risk significantly huning Ontario76 in order to risk helping other 

provinces. or at least to consolidate the poiitical support of those areas. 

David Pecaut points out that Peterson was reluctant to include anything in the PCR that might 

further compromise national unity: 

There were two things Peterson didn't want to be explicit about. We did a whole analysis 
o f  how Quebec was basically niding Ontario for jobs, and econornic growth. He didn't want 
any of that published. He said "1 don't want to do anything that smacks of the slightest that 
there's a cornpetition between Ontario and Quebec." ... The second thing he said. is "this 
implicitly says that the province is 'where it is at,' industrial policy-wise". and Peterson 
didn't want to Say that. either." 

Clearly Peterson placed the importance of preserving national unity ahead of any industrial policy 

aspirations. This position of Peterson's has enormous significance to this study. As a report prepared 

for a provincial government. the PCR did imply that "the province is 'where's it is at.' industrial- 

policy wise." Yet Peterson did not want to Say this. His lack of comfort with the PCR's 

interventionist-provincialist industrial policy was to a certain extent a result of his lack of comfort 

with the level of decentralization implicit in such a policy. Peterson preferrrd to cede direction of 

the national econorny to the federal government. unencumbered by provincial policies based on 

different assumptions about state and economy. 

The idea that a provincial government would pursue anticipatory industrial policies was not one 

that many people were prepared for. The premier made i t  clear he was not prepared to move into 

the lead role for shaping Ontario's economic development. This position arguably resulted from 

Peterson's conception of the respective role of federal and provincial governments in the Canadian 

federation. People have a sense of what roles they expect each jurisdiction to play. Alternatives 

Rather than siding with those economic projections showing Ontario's econoniy would be helped by the 
FTA, or hurt by it, 1 take the position that nobody knew what the effect of the agreement would be on 
either Ontario or Canada, but that both proponents and opponents of the agreement knew that either 
outcome was possible. 
Interview with David Pecaut. March 2 1. 1995. 



that challenge such visions rneet resistmce. In this case. the Premier hirnself was reluctant to reorder 

his conception of the economic policy role appropriate to a subnational govemment in a federal 

framework. and a global context. 

Part of what was accomplished by the PCR was to set in motion a process of cultural change 

leading to an acceptance that a provincial govemment might appropriately play a very active role 

in the Ontario economy. One interview respondent noted that the trend towards provincialist 

industrial policies has been a clear response to the fact that the federal govrrnment has largely 

abandoned this area. leaving the provinces to "pick up the ball."Accepting the legitimacy of an 

activist provincial state required the development of a regional sense of identity. Evidence suggests 

a sense of regional identity may have been developing in Ontario d u h g  the Liberal years. a trend 

which Premier Rae was to encourage with his 'Fair Shares' approach to the Canadian feded system. 

in which the Rae government identified a distinct Ontario first approach to fiscal relations with the 

federal government. Figure 5.2 shows that between 1980 and 1990, Ontarians. more than citizens 

in any other part of the country. moved away frorn a feeling of national (as opposrd to provincial) 

citizenship. While it is premature to draw conclusions based on a pattern that stili places Ontario 

National Citizenship Identity 
1980- 1990 

- 
Ontario West Atlantic Quebec 
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Figure 5.2 
Source: Michael Adams and Mary Jane Lennon. 'The Public's View of the Canadian Federation." in Canada: 
Store of the Federarion. 1990. Ronald L. Watts and Douglas M. Brown. eds.. (Kingston: Institute of 
Intergovernmental Relations, 1990). 105. 



ahead of the national average." the trend opens the door to the possibility that by the end of the 

Peterson mandate. Ontarians had started to devetop a provincial 'regional' identity. This 

developrnent takes on added sipificance in the context of the sectod level initiatives subsequently 

adopted by the NDP. A sense of regional identity is ctitical to meso-level initiatives such as the 

NDP' s Sec tor Partnership Fund. Thus. in taking ten rat ive steps towards reordering Ontario' s role 

in the Canadian federation. the Liberals may have created the preconditions for the NDP approach 

to industrial policy. 

5.5 Conclusion 

ln assessine the implementation of the industrial policy laid out in the report. Compering in rhe iCre\t. 

Global Economy. one must first distinguish between the general direction laid out in the report - 

which called for active state involvernent in implementing what Atkinson and Coleman cal! 

'anticipatory' industrial policyip - and the spccific recommrndations contained in the report. 

essentially a senes of ad hoc. reactive measures. Interviews conducted dernonstrated that the role 

played by various constraints in impeding implementation differs at these two levels. 

At the level of specific initiatives. success or failure typicall- dependrd on instrument choie.  

Tax expenditures were put in place successfully. because hurdles to implernentation. such as 

bureaucratic constraints. were not factors. Similarly, the m s  length nature of the Centres of 

Excellence program largely removed that initiative frorn bureaucratic in-fighting. permitting i t  to 

78 This decline. first nored in Michael A d m  and Mary Jans Lennon. 'The Public's View of the Canadian 
Federation." in Canada: State of rhe Federarion. 1990. Ronald L. Watts and Douglas M. Brown. eds.. 
(Kingston: Institute of Intergovenmentai Relations. 1990). has k e n  the ba is  for cornrnentq since then. 
See David R. Cameron. "Post-Modern Ontario and the Laurentian Thesis." Canada: Srare of the 
Federarion. 1994, Douglas M .  Brown and Janet Hieben, eds.. (Kingston: Qusrn's Universitr Press. 
1994). 116. Cameron correctly noted that Ontario's drop-off in national identity was the greatest in the 
counuy. at 17%. The enthusiasm with which he presents this data should be diminished by the fact that 
as a proportion of the 1980 fipure. (i.e. 17/79). Ontario's reduction t3,1.5% ). is only very slishtly p a t e r  
than the national average reduction of 2 1 %. and not significantly different from the reduction in an? region 
of the country. 

79 M.M. Xtkmson and W.D. Coleman. The State. Business. and Industrial Change in Canada. (Toronto: 
University of Toronto Press. 1989). 



achieve its potentiai. Some initiatives requinng large surns of money, but with control rernoved from 

the hands of the Ministry of Treasury and Economics, were not implemented. Although budgetary 

considerations were cited in these cases, opposition from both the Treasurer and bureaucrats within 

Treasury provide more believable explanations. 

Interviews conducted demonstrated that the reasons behind the failure to impIement the 

anticipatory industnal policy contained in the PCR were more cornplex. At a very practical level. 

nobody was charged with implementation of the broader agenda outlined in the PCR. Particularly 

among 'left wing' observers. the bureaucracy was the focus of criticism for failing to implement the 

PCR agenda. That charge was harsh given the bureaucracy was not asked to do so. There was not 

adequate support at the political level to sustain implementation of the broader agenda. particularl y 

at the highest levels - the premier and the treasurer. implementation of comprehensive. anticipatory 

industrial policy. as outlined in the PCR, requires widespread cornmitment at both the political and 

bureaucratic levels. This commitment was lacking at both levels. Rather than sharing a common 

vision. bureaucrats faced interna! power struggles. as well as derision from Council participants. 

When the Deputy Minister States as one of the successes of the Council that "we got the report out 

and 1 managed to keep it out of the bureaucratic system."" it becornes rvident that failure to 

implement the PCR agenda was inevitable. Ideological divisions partly explain the inability of the 

povemment to agree on an irnplementation straregy. While some members of cabinet apparently 

preferred a social market approach to the economy. others were more comfonable with srlectivr 

interventionist positions. 

Issues arising at the level of Canadian fedenlism further complicated the political environment. 

The Peterson govemment wanted. on one hand. to funher national unity . particularl y through 

constinitional renewal, while, on the other hand, it wanted to sidetrack the FTA, the federal agenda 

for economic development. Faced with an interventionist-provincialist agenda. Peterson was 

80 Financial Posr, "Maverick Mandarin Moves Over to Magna," 77, (1988). 19. 
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uncornfortable with both dimensions, preferring an approach that was both less interventionist. and 

less provincialist. 

Both the Premier's Council process, and the PCR itself introduced dimensions to the Ontario 

policy agenda that would prove important to the approach taken by the NDP govemment. The 

Premier's Council process legitimized multipartite approac hes to polic y making. which laid the 

groundwork for both OTAB and the SPF. The anticipatory industrial policy contained in the PCR 

also set the stage for the IPF. both in terrns of many of the provisions of each - an emphasis on high 

value-added activities. and the development of human resources - but also in terrns of the scope. 

Without the PCR, the SPF wouId have been rejected out of hmd as excessively interventionist. in 

these respects. the PCR enjoys a legacy of sons despite the shortcomings of its irnplementation. The 

Liberal industrial policy did not achieve third order change. but by introducing to society. to the 

bureaucracy. and at the political level. the concepts surrounding its industrial policy. it set in motion 

cultural changes that would be necessary for the implementation of any subsequent anticipatory 

industrial policy. 



Chapter 6: New Democratic Party in Action: "Swimming Against the 
Currents" 

6.0 Introduction 

The previous chapter on the Liberal government industrial policy efforts concluded that the 

Premier's Council process, and the resulting report, Competing in the New Global Economy,' 

legitimized the concept of anticipatory industrial policies at the provincial level in the Canadian 

federal framework. and global context. Given the fact the Liberals began a process of cultural 

change at rnany levels. one would have expected the NDP to have greater success in implementing 

a broadly comparable industrial policy agenda requiring third order change. The centrepiece of the 

NDP's industrial policy, as outlined in the Industrial Poliq Frarnework,' released in 1992. was a 

sectoral initiative, the Sector Partnership Fund. The success of this initiative and others are assessed 

m this chapter, before rnoving to analysis of the factors that constnined attempts to implement the 

IPF. 

Interview respondents highlighted important sirniiarities between the factors constraining NDP 

and Liberal attempts to implement anticipatory industrial policy. but also somr key differences. As 

with the Liberals. the lack of political support. particularly at the highest level (i-e. the premier). 

made it very di fficult to implement an anticipatory industrial pol icy . Wholehearted support of the 

premier Mght have been able to overcome other barriers to implementation. The approach taken 

by the NDP govemment to the provincial debddeficit might have been different, freeing more 

resources for industrial policy, thereby removing fiscal or budgetax-y implementation constraints. 

Although the bureaucracy was less hostile to the P F  agenda than to the PCR agenda. the 

bureaucracy impeded implementation efforts to an extent. The entire approach of the NDP to 

1 Ontario, Premier's Council, Competing in the New Global Economy: Repon of the Premier's Corincil. 
Volume I, (Toronto: Queen's Printer for Ontario, 1988). 

2 Ontario, An Industrial P o l i q  Framework for Ontario, (Toronto: Ministry of Industry. Trade and 
Commerce, 1992). 



industrial policy represented an effort to affect third order change. By nature. bureaucracies tend 

to impede change of such magnitude. preferring incremental changes which do not threaten their 

organizational cultures. The attempt of the NDP to implement their "progressive competitiveness" 

agenda faced barriers to change at the societal level, the administrative level. and the political level. 

The most significant difference is that unlike the Libenls. who made little effort to implement 

the PCR agenda, the effort to implement the iPF was much more genuine. if perhaps not much more 

successful. 

6.1 Implementing the Industrial Policy Framework (IPF) 

The IPF was about articulating a vision of economic development that combined a recognition that 

Ontario could focus on competitiveness in order to prosper in a global economy, with a belief that 

traditional NDP values such as the protection of labour rights and the environment could. and 

should, be pursued within such a focus. This vision has been referred to as 'progressive 

competitiveness." in an atrempt to achieve various componrnts of the 'progressive' agenda. the P F  

lost clarity, making implementation more difficult. The IPF proposed few program initiatives. and 

few of the initiatives it did contain were accompanied by expenditure estimates. The Sector 

Partnership Fund (SPF) was the centrepiece of the PF,  focusing government support at the meso. 

or sectoral level. As a program, it was backed by a large pool of money. $150 million, which was 

severely under-utilized. The SPF did have a number of modest successes, creating lasting sectoral 

infrastructure, and supporting a number of sectoral initiatives. One can only speculate what the long- 

term impact of the SPF might have been if the NDP (or the Liberals, for that matter), had been 

victorious in the 1995 election. The SPF had initiated an arnbitious process of cultural change (what 

3 Alan Ernst, 'Towards a Progressive Competitiveness?: Eçonomic Policy and the Ontario New Dcmocrats. 
1988-1995," paper presented at the AnnuaI Meeting of the Canadian Political Science Association. 
Université du Québec à Montreal, June 1995. 



Hall refers to as third order change).' This section examines key components of the IPF. including 

the SPF, the Ontario Lead Investment Fund, Trade Policy, and Human Resource policies, 

6.1.1 Sector Partnership Fund (SPF) 

The SPF is the embodiment of the emphasis during the NDP mandate of the importance of meso- 

level policy coordination. If the federal government was going to pursue macro level policies of 

continentai free trade, the  provincial government could appropriately pursue industrial policies at 

the mes0 level, capitalizing on the congruence of a meso-level government and an economy 

increasingl y oriented to regional and international, rather than national econornic conditions. 

This $150 million initiative. first announced as a three-year program in the 1992 Budget. was 

the centre-piece of the PF's program initiatives? The SPF approach. based on the premise that both 

cornpetition and cooperation contribute to econornic performance, places an emphasis on the latter. 

stressing that "through cooperation, f ims  in a sector can accomplish projects that an individual 

Company would not undertake. The benefits from this cooperation can be shared by al1 fims. 

enabling them to move to higher-value added activi t i e ~ . " ~  

The Sector Partnership Fund has been identified as an example of the NDP moving towards a 

'negotiated order' similar to that descnbed by Moore and Booth in their analysis of economic policy 

making in ~cotland.' Moore and Booth observe that: 

Peter A, Hall, "Policy Paradigms, Social Learning and the Stace: The Case of Economic Policymaking 
in Britain." Corriparative Polirics, 25 ( 1993)." 
One senior advisor noted chat the government created a $300m pool of money for new initiatives. The 
SPF's $1SOm thus represented a major cornmitmeni by the government to rhis program. The corruniunent 
to the consultative, inclusive process which characterizes the SPF is also made evident. In retrospect. 
there seems to be a prevailing conception that the government might have been able to pursue its indusuial 
policy goals better by allocating more resources to other programs, such as the Ontario Innovation and 
Productivi ty Service (OIPS ). 
Ontario. Ministry of  Treasury and Economics. Onrurio Budger, 1992. (Toronto: Queen's Printer for 
Ontario, 19%). 1 3. 
Simon Moore and Chris Booth, Managing Camperirion: Meso-Corporarisni. Plwulism, and the 
Negoriated Order in Scotland, (Oxford: Clarendon Press, 1989). See David A. Wolfe. "Negotiatinlp 
Order: The Sectoral Approach to Industrial Policy in Ontario," paper prepared for the Annud Meeting 
of the Canadian Political Science Association. Brock University, Si. Catharines, Ontario, June 2. 1996. 



The capacity for public agencies to intervene at a sector level will significantly depend on 
the organization of the private sector itself, and in particular the existence of, or potential 
for, associative order and a collective identity around specific strategies. Where the sector 
is fragmented. the possibilities of creating such unity are limited. In sectors where there is 
a high degree of indigenous control, which can be combined with a Scottish [Le. regional] 
identity and the existence of sectoral organizations, distinctive negotiated relationships at 
the sectoral level c m  emerge.8 

This section examines the SPF as implemented, assesses its successes and failures, attempts to 

identify what factors influenced the reIative success of sectord efforts. and discusses whether or not 

the SPF as implemented should be considered an example of negotiated order. 

At the bureaucratic level, the SPF represented an innovative approach to goveniing. Although 

the Ministry of Economic Development and Trade coordinated the program. a number of other 

ministries were given the 'lead' for developing strategies with industrial sectors in their fields of 

expertise. Thus. for example. while MEDT worked with the industrial sectors responsible for 

aerospace, autoparts. biotechnology, telecommunications. and plastics, the Ministry of Environment 

and Energy worked with 'Green industries.' the Ministry of Culture, Tourism and Recreation worked 

with cultural industries, and the Ministry of Health worked with health industries. Initiatives 

proposed for funding required approval not at the bureaucratic level. but instead. by the Cabinet 

Cornmittee for Economic Development (CCED). The Sectoral Coordination Section at MEDT 

provided support for al1 proposals, taking on a role similar to that of a central agency when dealing 

with other Ministries' proposals. 

As the government moved through the implementation of the Sector Partnership Fund (SPF). it 

had altered the basic principles guiding irnplementation. The principle of 'cooperation.' had 

changed so that "strategies or initiatives must have the broad endorsement of sector stakeholders. 

including where possible representatives of business. labour, government, and comrnunity (ernphasis 

and Michael Swayze, 'The Evolution of Ontario's Industrial Policy from Davis to Ras: An Incipient 
Negotiated Order in a North Amencan Region." paper prepared for the Annual Meeting of the Canadian 
Politicai Science Association, Brock University. SL. Catharines, Ontario. Junc 2. 1996. 

8 Moore and Booth. Managing Cornpetition, 83.84. 



added).'" This rewording recognized that in some industrial secton. not al1 of the govemment's so- 

called 'partners' were organized to participate in such planning. in other instances, interests refused 

to participate. 

The principle of 'levenge' had been clarified, requiring that "requests for government funding 

of strategies or initiatives must be met by stakeholder contributions of at least 50%."i0 a much more 

stringent criterion than the original wording noting government intentions to 'encourage participants 

to cornmit resources.' ' ' 

Operationaily, sectors participating in the Sector Partnership Fund had to formulate sector-wide 

strategies "through a broadly-based multipartite consultation process ....[ including] al1 labour market 

partners in the sector."" In theory. sectors were self selected. in part to avoid cnticism that the 

government had been engaged in 'picking winners.' In practice, sectors received considerable 

guidance frorn govemment officials. Sectoral organizations could access up to $500.000 in 

provincial assistance to develop sector strategies which were to identity directions for the sector 

furthering the province's competitive fundamentals. Sector strategies approved by the CCED could 

then apply for funding of specific initiatives contained in the approved strategy. 

The involvement of sevenl sectors' experience with the SPF is outlined below. Predictably. the 

level of success varied considerably from one sector to another. Examination of a few sectors allows 

us to draw tentative conclusions as to the factors that contributed to (or impeded) success. 'Success' 

is of course a relative tem. For our purposes, rneasures of success of the sectoral approach include 

the following: approved sectoral initiatives arising from sectoral strategies; establishment of ongoing 

multipartite consultative bodies; and general acceptance or advancement of consultative decision- 

making. The extent to which each sector met the goaIs or objectives outlined in their respective 

Ontario. Ministry of Economic Developrnent and Trade, Ontario Secror Stiupshors: A Progress Report 
on the Sector Developrnent Approach (Toronto: Queen's Printer for Ontario. 1995), 1-2. 
Ontario, Ontario Sector Snapshors, 1 -2. 
Ontario, Ministry of Industry. Trade and Technology, "Industrial Policy Backgrounders: Sector 
Partnership Fund," (Toronto: Minisuy of Industry, Trade and Technology, 1992). 
Wolfe, "Ncgotiating Order," 18. 



sector devetopment suategies should also be considered an appropriate measure of success. It was 

not clear frorn interviews conducted whether the government had specific program evalurition 

objectives for the SPF. The mesures suggested above are based, however. on impressions given 

by officials involved with the SPF.I3 

Aerospace Sector 

The aerospace sector developed a sectoral strategy, through the Aerospace Ministerial Advisory 

Comrnittee (AMAC). a body established by the Minister of Economic Development and Trade "to 

seek advice and encourage the sector stakeholders to work collaboratively on aerospace econornic 

development through the principles of the Industrial Policy Framework ..."" The SPF contributed 

$387,800 towards development of the sectord strategy. Based on the strategy. 5400.000 was 

cornrnitted by the government towards the establishment of a permanent consultative body. the 

Ontario Aerospace Council. l 5  The relative success of this sectoral initiative (as detemined through 

telephone discussions conducted in April 1997, and as evidenced by the establishment of a 

permanent consultative infrastructure). can be attributed in part to the widespread involvement of 

representatives of key components of the sector. Volume iI of the Premier's Council report. 

"Competing in the New Global Economy" identified four categories in the aerospace industry: 

proprietary prime contractors. proprietary sub-prime contractors. satellite branc h plants. and 

component rnaker~. '~ Each of these four segments of the sector were represented on AMAC. As 

weIl, both the Canadian Auto Workers (CAW) and the international Association of Machinists and 

Aerospace Workers (IAMAW) were well represented. CO-chairing each of five task forces formed 

within AMAC. Labour prominence continued into the implernentation stage, with both unions 

13 Particularly confidential interviews #5 and #8. January 13, 1995. and #34, February 9 ,  1995. 
14 Ontario Aerospace Ministerial Advisory Cornmittee, Onrario Aerospace Srrareg~, (Toronto: Ontario 

Aerospace Ministerial Advisory Cornmittee, 1993), 3. 
15 Ontario, Onrario Secror Snapshots, 2- 1 .  
16 Ontario, Premier's Council, Competing in rhe New Global Economy: Repon of the Premier's Council. 

Volume II ,  (Toronto: Queen's Printer for Ontario, 1988). 127. 



represented on the Ontario Aerospace Council, including a 113 representation on the Executive 

cornmittee." Govemment and Industry (Le. 'capital' ) also each held 1 /3 of the Executive 

Cornmittee seats. This fits well with one of the key elements of negotiated order identified by Moore 

and Booth. They note that identification of parties involved is critical. with a representative of the 

state on one side. and on the other side "will be representatives of organized groups who have a 

particular self-interest to purs~e." '~ Labour's involvement in the Aerospace sector can be attributed 

in part to the high level of unionization. and the strength of the unions involved.I9 

ProbabIy the most significant indicator of the strength of the sectoral infrastructure established 

is that in May. 1997. two years after the defeat of the NDP, the Aerospace Council continued to 

meet. The real test will be whether the Council survives beyond the government's original 

commitment of funds. The originaI legal agreement committed the government to support the 

Council through the 1997 Fiscal Year." 

In evaluating the relative success of the Aerospace sector. special mention must be made of the 

role played by the province in bringing interests together through the OAMAC. Moore and Booth 

observe that structural factors can be created " providing the basis for relationshi ps which fuse 

interest representation and policy responsibility. This provides the ba is  for collective action .... The 

SDA [Scottish Developrnent Agency] has played a 'ringmaster' role by bringing different interests 

together and by setting the policy parameters for such collective action."" This description applies 

very nicely to the role played by MEDT in facilitating the preparation of the Aerospace Sector 

S trategy. 

Automotive Parts Sector 

in some respects, the Automotive Parts sector strategy stands in contrast to the experïence 

aerospace sector. The role played by organized labour in the industry appears to be the 

in the 

mos t 

17 Ontario Aerospace Ministerial Advisory Commitree. Ontario Aerospace Strutegj. ii-vii. 5 1 .  
18 Moore and Booth. Managing Cornpetifion, 1 15. 
19 Alan Ernst discusses the role of labour in the sector process. Progressive Conipetitiveness. 2 1. 
20 Letter of May 12, 1997 fiom David A. Reid, Senior Analyst, Ministry of Economic Development. Trade 

and Tourism. 
2 1 Moore and Booth, Managing Cornpetition. 79. 



significant difference. Where the Aerospace Sector  strate^ spoke highly of the process of 

consuItation among sector partners. the Automotive Parts sector strategy demonstrates the tensions 

in the sector: 

Part of the challenge of the Sector Partnership Initiative [SPF] was. and rernains. that of 
developing effective working relationships arnong the different interestç in the sector. Any 
"partnership" between representatives of different constituencies includes sorne obvious 
strains. 

On the union side. the CAW is the major union in the sector. but a majority of companies 
remain unorganized .... Certain parts of the industry have. as a result. not surprisingly 
expressed reservations or even hostility to the role of the CAW." 

Not only was there animosity between business and labour representatives on the Council, but there 

was also a lack of unity arnong business representatives. who faced "divisions by nationality of 

ownership. size. relative success. cornpetitive rivalries. and the reality that rhis srctor is composed 

of a number of distinct '-subsectors." In short. both labour and business were very frapented. 

-Moreover. the 'partners' involved each represented national. as opposed to provincial. 

organizations. suggesting that the sectoral organization would have a great deal of difficulty 

developing a sense of a distinct regionai interest arnong participants. one of the advamages attributed 

to negotiated orders by Moore and Booth." 

That the automotive sector wûs able to put topthcr an approved stratep and have a 5990.000 

initiative approved rnasks the tensions that persisted throughout the sectoral process. One MEDT 

official noted that "the? never wanted to corne together. Business felt coerced by the  SDP to get 

togther with labour."" Moore and Booth observe that despite such tensions. some level of succes 

can be possible as a result of shared conceni for the future: 

Class tensions and self-interest restrict the willingness of parties to be tied down by forma1 
agreements. Yet. despite short term pressures there is a convergence on the longer-term 
needs or a recognition of an imperative to discuss those needs and formulare strategies." 

The ability of the antagonistic parties in the automotive parts sector to achieve agreement. and thus 

access provincial support of nearly S 1 .Sm is testament to Moore and Booth's assenion. 

22 Canadian Independent Automotive Components Cornmittee tCIACC). "Strategiç Action Plan: Final." in 
Ontario, Ministry of Economic Development and Trade. Ececurir.e Summaries: Secror Der,elopnienr 
Srraregres. (Toronto: MEDT. 1995 ). 2 .  

23 Moore and Booth. M a m g h g  Comperirion. 1 16. 
24 Confidentid telephone interview. April 1997. 
25 Moore and Booth, Mamging  Comperirion. 1 16. 



Tourism Sector 

The Tourism sector provides an example of a sector thar iacked many of the characteristics of 

sectoral association. Boih 'labour* and 'capital' were framented in their representation. and often 

indi~tinguishable.'~ Far from having peak associations speakinp on behalf of the industry. there were 

several hundred representatives to the sectoral strategy. Althou@ the Ontario Federation of Labour 

was represented on the Minister's Advisory Cornmittee (indeed the vice-chair of the cornmittee 

represented the OFL). tourism was not an industry that anybody could pretend to speak on behalf 

of either on the labour or industry side. 

With provincial assistance of S400.000. a sector strategy was developed. Rather than striving 

to advance the province's competi tive fundamentals. the T O U ~ S ~  Council sought to "irnprove the 

perception of value ... responding to the expectations of more demanding. disceming custorners 

[emphasis added]."" Of the initiatives presented for funding. the government approved a S 1 . 1  rn  

s ignap  project. One central thmst of the industry which effectively sidelined its strategy was an 

insistence that a major focus be on influencing government policies of taxation and replation. "A 

re-baiancing of govemment taxation and replatory policies will provide an opponuniry to improvr 

the competitiveness and sustainability of the industry."'"is approach contradicted the -niles of 

the game' from the perspective of the government. Following on the heeis of such unpopular 

lepslation as the reform of the Ontario Labour Relations Act. the govemment had made it ven. clcar 

chat any discussion of the government*~ rnacro straregies was 'off the table.' The govemment was 

not interes~ed in providing funds. or even infrastmcture support. to a sectoral organization to 

facilitate their lobbying efforts directed at the provincial levei. One rninistry official noted that the 

tourism sector has subsequently forrned a new association. tbe Tounsm Federation of Ontario. with 

govemment lobbying as a primary activity. In that sense. the 'legacy' of the sectoral approach has 

26 The nature of the indusuy is such that in man' cases. those who own industries in tourism are the sams 
people who work in the industry. A motel operator in Nonhem Ontario would be a case in point. 

27 Advisory Cornmittee on a Tourism Strategy for the Province of Ontario, Onrurio's Tourism Indurrn.: 
Opponunic  -- Progress -- Innovation. (Toronto: Queen's Printer for Ontario. Februaq 1994). 7. 

28 Advisory Comrnittee on a Tourisrn  strate^ for the Province of Ontario. Ontario's Tourism Industn.. 5 1 .  



survived. if in a form different from that inrended bu provincial officiais." 

When rmamred with the yardstick of traditional government p r o p .  the performance of the 

Sector Pamership Fund can be viewed as a disappointment. Three years afier the announcement 

o f  the fund. less than haif iS7 1.5 millioni of the fund had b e n  cornmirted. with much less having 

flowed to approved sectoral initiatives." -4s a result of the difficulties in committinp the ailocated 

funds. the original three-year window was exrended. maJung it a six >car initiative.': 

X program such as the SPF probably should not be viewed in this uaditiond wa?. The p n w  

objective of this pro- was to foster a cooperative approach to the development of vanous 

industriai sectors. One interview respondent noted that an approach involvine wdespread 

multipartite involvement. and a ncu approach to labour relations. was the best %,a> to increase 

competitiveness: 

CapabiIities c m  be built in any sector. There are som philosophical undrrcunenrs to it. 

[The IPF] argues that the best wzy to sxcceed in building capabiiities is to hakx fairl' u ~ d e  
buy-in. You-ve got to have agreement. Some traditional approaches to uork-place 
relationships are probably inappropriace for the kind of uorld that we Iive in.' 

If bnngîng parties together to dixuss povntial solutions io c o m n  problems uac one of the 

objectives of the SPF i it *as!. it should k considèred a rucceis. in dl. 3% di\.erse wcrors usre 

involved in some way in the pro-gram. u-ith over 2.000 stakeholders consulred. The SPF proces5 

brought together 22 unions, 93 indusu' associations. 28 colleges and univeniries. as uell as e ~ e r a l  

pro\-incial gwemment ministnes-" Frances Lanhn noted in intenieu r h a  despitc the challenges 

of the SPF. there uere reu ards as uell: 

Dealing with business and labour and insisting chat the? gst in the jame room around the 
sarne table. and tha~  u.e weren't going to proceed until we had a basic agreement of 
goundniles. and how people were gohg 10 relate to each other and thar the). were going ro 
be jointly responsible for die product. was not eas ).....[In some sectors) there dereloped a 

Confidential telephone intenieu.. Xpnl 1997. 
Ontano. Onm% Secror Snapslzots. 1 - 1. 
Al1 program initiaxivcs of rhe Mixuaq of Economic Developmnt Trdde and Toumrn wrre  p W  -ur&r 
review' by the Hams Consemative Government 7 - k  SPF has b e n  discontrnued. 
Confidential intenie=. .Au_pll~t 10. 1994. 
Ontario. Minrstry of Economc Developmnt and Trade. Onrario Secror S ~ p s b t s .  1 - 1 



whole new working relationship and respect for each other - and it was really rewarding to 
see . " 

Even if no government money had been spent on SPF initiatives. this process of building networks 

of communication in many of Ontario's industrial sectors qualified the SPFas a successful 

undertaking. 

David Wolfe also counts this widespread involvement of industrial sectors as a "major 

achievement for the government. given the strong opposition by industry to some of its rquîty 

initiatives, such as a progressive reform of the industriai relations system. introduction of 

employment equity regulations and steady increases in the minimum ~ a ~ e . " ~ '  Wolfe also notes. 

however the difficulties of moving this "major achievement" beyond the development of sectoral 

strategies to the implementation of concrete initiatives. 

Others expressed reservations about the SPF. Rodney Haddow explains that some saw the NDP 

industnal policy as "'too passive;' instead of simply inviting f ims  to take up SPF gants ... they 

suggest that the government should aggressively 'pick' sectors to favour with strategic support." 

Others questioned the ability of the SPF to generate new capita~.'~ Nril Bradford noted critically 

that the SPF was less risky and ambitious than might have been the case: 'The SPF did not delçgatr 

decision making authority to interest goups and therefore did not open up for debatr fundamental 

questions about the mandate or purposes of industrial policy. Instead. central agrncirs. a lead 

ministry. and relevant line ministries managed program design. delivery and financing .... The SPF 

Iimited its focus to a senes of "competitive fundamentais" defined in rather conventional econornic 

ternis ..."37 Thus, while some felt the SPF went too far. others felr it did not go far enough. 

34 Interview with Frances Lankin. Juiy 19, 1995. 
35 David A. Wolfe, "Harnessing the Region: New Perspectives on Canadian Industrial Policy." paper 

presented to the Conference on Regions, Institutions and Technology: Reorganizing Economic G e o p p h y  
in Canada and the Anglo-American World (Toronto: September 23-25. 1993). 25. 

36 Rodney Haddow. "Ontario Politics: Plus Ça Change...?' in Canadian Polirics: 2"' e d  , James P. Bickerton 
and Alain- G. Gagnon. eds., (Peterborough: Broadview, 1994). 484. 

37 Neil Bradford. "Ontario's Approach to Sectoral Initiatives: Labour Market and Industrial Policy. 1985- 
1995," paper prepared for Conference on Sectoral Councils in Canada, Centre for the Study of Living 
Standards (Montréal: January 12- 1 3. 1996). 37. 



An evaluation of the factors contributing to success of sectoral initiatives suggests that 

preconditions are critically important. While having unified and established business and labour 

interests certainly helped, it did not g u m t e e ,  for exarnple, that approved sectoral initiatives would 

emerge, or that sectoral objectives would be achieved. Peter Hall notes that third order change does 

not necessarily follow from a series of first or second order changes. Yet Wolfe notes that the two 

largest sectoral initiatives approved by the NDP "went to sectors that had actually developed their 

strategies under the previous Liberal government -- the Guelph Food Technology Centre and the 

Ontario Winery Adjustment Pr~grarn."'~ The impotta,ncr of coordinating culturd change at societal. 

administrative. and politicai levels has been discussed above. The experience with the SPF suggests 

that where those processes of cultural change had been set in motion by a previous govemment. 

success was more easy to achieve. The SPF marked a clear movement towards negotiated order at 

the provincial level. It failed to achieve that objective. howcver. largely due to the inability to 

reconcile conflicts among, and between. sectoral partners. That pattern would repeat itself with the 

NDP government' s other major sectoral initiative. OTAB . 

6.1.2 Education and Training: Development of Human Resources 

Ar the level of the economy. competitiveness is the result of economic and social development 
processes .... Social development is important to competitiveness becausc it enables more people to 
participate productively in the economy. strengthens the health and welfare of our ciiizens. and builds 
the education and ski11 level of Our workers. Our competitiveness in the future will depend 
fundarnentally on our people. their skills, their capacity to innovate .... (Iridrtsrriul Policy Frarnerr-.ork. 
1 O). 

Atkinson and Chandler note that anticipatory industrial policies are those which take a broad view. 

incorporating micro. rnacro. and mes0 level interventions towards achievement of iP objectives. The 

NDP industrial policy explicitly included education and training as part of the broader. anticipatory 

agenda spelled out in the IPF. The pursuit of what Ernst calls 'progressive competitivene~s'~~ was 

38 Wolfe, "Negotiating Order," 25. 
39 Ernst, 'Towards a Progressive Cornpetitiveness." 



the primary objective of NDP industrial policy. Both the 'progressive' and the 'competitive' 

components of that agenda required that hurnan resource poiicies be pursued dong with more 

traditional. micro Ievel policies. The P F  focus on human resources grew out of the Peterson 

Premier's Council's People and Skills in the New Global Economy, and the need to keep traditional 

NDP supporters 'onside.' Budget Paper E noted the central importance of this focus to the pursuit 

of the NDF's "new econornic strategy."" indeed. "new approaches to public education and job- 

specific skills training to provide people with the knowledge and flexibility to respond to the 

changing economic environment of the 1990s" topped the Iist of issues upon which the govemment 

would focus to achieve "integrated and innovative econornic and social p~licies."~' Important 

initiatives consistent with this emphasis included the creation of the Ontario Training and 

Adjustment Board (OTAB). the establishment of a Royal Commission on Leaming, and the creation 

of a Task Force on Lifelong Leaming within the Premier's Council on Economic Renewal. 

The emphasis on human resources is consistent with the growing belief that hurnan resources. 

rather than naturd resources, are increasingly relevant in the global economy of the 1990s and 

beyond. Through human resource policies, the NDP could capitalize on Schmandt's observation 

that a f i n t ~ l a s s  educational system is a key ingredient determinine economic success in the global 

economy, and that regional govemments are ideally situated to implement such p~licies.~' Human 

resource policies arguably provide provincial govemments with the opponunity to shape economic 

developrnent in the 1990s through expenditure and exhortation, in much the same way as provincial 

govemments in the early 20' century had k e n  able to through regulatory instruments such as tariffs 

40 Ontario, Ministry of Treasury and Economics, "Budget Paper E: Ontario in the 1990s -- Promoting 
Equitable Structural Change," in Ontario Budget, 1991, (Toronto: Queen's Printer for Ontario. 199 1 1. 
101. 

4 1 Ibid. Although the listing does not explicitly suggest the ordering was intended to indicate a hierarchy of 
priority, the ordering was probably intentional. Other priorities included the development of policies to 
facilitate the acceptance of change by workers; industry andor sectoral suategies to facilitate firm-specific 
adaptability; investment in infrastructure, technotogy, and innovation; and the exploration of ways to 
channel the province's capital resources to finance resuucturing and promote regional development. 

42 Jurgen Schrnandt, "Regional Roles in the Governmce of the Scientific State," in Growrh Poliq in the Age 
of High Technology, Jurgen Schandt  and Robert Wilson, eds., (Boston: Unwin. Hyman, 1990). 32. 



and natural resource laws, and public enterprises such as Ontario Hydro. 

Ontario Training and Adjustrnent Board (OTAB) 

The creation of OTAB was a critical component of the NDP government's 'progressive 

cornpetitiveness' anticipatory industrial poIicy agenda. In Leslie's conception of major poiicy 

orientations. the creation of furthered the Rae government's position as 'interventionist- 

provincialist.'" The cornmitment to proceed with OTAB had come first from the  Peterson 

government, prior to its defeat in 1990. The creation of OTAB had been a primary recomrnendation 

of the Peterson Premier's Council. in the 1990 report, People and Skills in the New Global Economy. 

Largely inspired by the success of the bipartite sectoral initiative in the steel industry between the 

major steel rnanufacturers and the United Steelworkers (collectively the Canadian Steel Trade and 

Employment Congress), the Council recornmended the creation of OTAB as a "bipartite 

management and labour authority to provide strategic direction for the funding and delivery of 

workplace training and adjustment activities in the provin~e ."~  This bipartism was consistent with 

the NDP approach to governrnent. in which al1 interests were involved in consultative decision- 

making. However, by removing OTAB from the direct control of govemment. it brokr new ground. 

The Board's mission staternent. adopted in October. 1993. outlines the intended direction for the 

new training regime: 

Through its labour market partners, OTAB creates and sustains an effective, accessible and 
equitable system of training and adjustrnent programs and services in Ontario that 

leads to the improvement of the lives of workers and potential workers; 
represents an investment in Ontario's prosperity in the context of a global economy; 
and; 
contributes to the developrnent of life-long learning and skills enhan~ernent.~~ 

This mission statement "asserts that a rnerging of social and econornic policies, and the creation of 

43 Peter M. Leslie, Federal Srate, National Economy, (Toronto: University of Toronto Press, 1987), 171. 
44 Ontario, Premier's Councii, People and Skills in rhe New Global Economy, (Toronto: Queen's Printer for 

Ontario, 1990), 140. 
45 Ontario, Ontario Training and Adjustrnent Board, Co-Chair's Reparr, (Toronto: OTAB. 1994). 2. 



a seamless training system will address social inequities & improve Ontario's economic 

competitiveness."~ OTAB's training initiatives were seen as an "Investment in Prospenty." 

intended to "attract and support business investment in Ontario by creating and maintaining a 

training and adjustment system which will ensure a flexible. adaptable. highly skilled workf~rce."~' 

Despite sharing cornrnon objectives with the IPF. as well as a meso-level focus. OTPLB was only 

very tenuously linked to the IPF. Indeed, the only mention of OTAB in the PF is found in Chapter 

3: "Changing the Way We Invest For The Future." in which the document states that: 

The Ontario Training and Development Board (OTAB) will improve the training system so 
that it better serves the needs of employers. worker and employable people not currently in 
the labour force?' 

OTAB was typical of the P F  in the sense that it was not clear whether OTAB should be considered 

pan  of the government's industrial policy. One OTAB official interviewed offered the following 

comments on the relationship between the IPF and the OTAB Board: 

They're not distinct. in the sense that an agency of the government can't operate in total 
disregard for the government's economic framework .... 1 think you could see them [the 
Board] as considering themselves as a support to an economic framework, which doesn't 
exclude their interest in maybe wanting to develop their own ideas on how one should 
proceed .- 

Like many NDP initiatives. the OTAB initiative was perhaps overly ambitious. Liberal support 

for OTAB had been indicated prior to the transition of 1990. The NDP committed itself to 

proceeding with OTAB in the 1992 Budget. with the legislation lagging a further 18 months later. 

in October 1993. By M a c h  1995. OTAB was still struggling to emerge from a self-imposed cocoon. 

following a lengthy process of building up a cornpIicated infrastructure involving several cornmittees 

made up of "labour market p a r t n e r ~ . " ~  

Although OTAB had assumed responsibility for govemment prograrns and initiatives in training 

46 Ibid., 2-3. 
47 Ibid., 4. 
48 Ontario,~ndnsrrialPolicyFramert~ork,21. 
49 Confidential Interview #32, March 27. 1995. 
50 Primarily representatives of "labour," and "business," but also representatives of special interests such as 

"women," "educators/trainers," "racial minorities," "persons with disabilities." and "francophones." 



and development. by rnid-1995, no significant changes had been made to the programs previously 

delivered by several government rninistries. The lack of coordination which had in part promoted 

the creation of OTAB, had been perpetuated under the new organizational structure, while the 

'growing pains' of OTAB were more than either the government or its 'partners' had anticipated. 

As with the SPF. the OTAB experiment represented an attempt by the NDP to broker 'third order 

change,' in an environment not prepared to accommodate change of such magnitude. Neither 

business nor labour was prepared to work together. or with the governrnent, to achievci meso-level 

agreement on training issues. Neil Bradford suggests that the process faced an uphill battle for 

several reasons. "in retrospect. it seerns that business leaders were prepared to rndorse the Prernier's 

Council process and products in the expectation that a Liberal government would be the 

implementing agent." As well, the NDP government had exhausted any goodwill in the business 

cornmunity through initiatives such as reforms to the Ontario Labour Relations Act (OLRA). which 

imposed costs on business deemed detnmental to competiti~eness.~' Although his comments wrre 

directed specifically at OTAB. they apply equally to the SPF. indeed to the cntire 'progressive 

competitiveness' agenda contained in the PF. Bradford explains that there wris a risk that the 

diversity of opinions inherent in NDP multipartite discussions, 

rooted in divergent labour market world views among the partnrrs. would breed less 
creativity and more conflict. Business had accepted the original Premier's Council version 
of OTAB as an opportunity to use the discourse of competitiveness and ski11 development 
to orient publicly funded programs and service toward the type of cornpetency-based and 
applied skilts training deemed most useful to employers. Labour's vision of training was 
different, located within a view of power relations in the workplace."" 

Bridging such a chasrn was not something the NDP govemment was capable of. 

The 'progressive cornpetitiveness' agenda of the NDP was based in part on retaining the support 

of a wide range of progressive interest groups. Bradford explains that the OTAB process caused 

5 1 Neil Bradford, "Ontario's Approach to Sectoral Initiatives: Labour Market and Industrial Policy. 1985- 
1995," Paper Prepared for Conference of Sectoral Councils in Canada, (Montreal: January, 1996). 38. 

52 Bradford. "Ontario's Approach to Sectoral Initiatives," 20. 



traditional NDP supporters to turn on each other, focusing on divergences in their interests: 

[Llabour representatives were also wary of social equity issues, especially when they say 
equity concerns threatening their own agenda. Some labour representatives were worried 
that funding for workplace-based training would be diverted to equity programs ..." 

The NDP efforts to pursue sectoral level policy implementation were hampered by unrealistic 

expectations of how quickly cultural change c m  occur. Ontario does not have a history of 

corporatist decision making, or even more modest pursuits of 'negotiated order.' Change would 

have been required at societal, political, and administrative Ievels in order to pursue third order 

policy innovations in training. Such change was not effected during the NDP mandate. 

Royal Commission on Learning 

The appointment of a Royal Commission on Learning in 1993. co-chaired by Monique BCgin and 

Gerald Caplan, further illustrated the commitment of the NDP government to the development of 

Ontario's human resources. The Order-in-Council creating this commission explicitly noted that 

"the Government of Ontario, in support of its commitment to economic renewal and social justice. 

has identified the need to set new directions in education to ensure that Ontario youth are well- 

prepared for the challenges of the Zlst ~ r n t u r y . " ~  This explicit recognition of the mutual 

importance of economic and social issues was a continuing major theme of the NDP government. 

Their explicit recognition of the importance of elementary and secondriry education to the 

achievement of provincial objectives in these areas further illustrates the central role played by the 

development of human resources. 

The recommendations of the RoyaI Commission, and the reaction of the Rae govemment to 

them, are beyond the scope of this study. The Report of the Royal Commission emerged only 

rnonths before the 1995 provincial election. The government pmdently deçided not to make any 

53 Bradford. "Ontario's Approach to Sectoral Initiatives." 23. 
54 Ontario, Royal Commission on L e a i n g ,  For the Love of Learning: A Short Version, (Toronto: Queen's 
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drastic moves to implement the recornrnendations. perhaps sensing that the education system in 

Ontario is under enough stress without risking a change of government mid-way through 

implementation. The significance of the Royal Commission, outlined above, is that the govemment 

quite explicitly linked provinciai economic development to education at the elementary and 

secondary levels. To invest the fuIl resources of a Royal Commission in the examination of the 

development of the quintessential 'renewable resource,' our children, exemplifies the importance 

of human resources to the Rae government. 

Task Force on Lifelong Learning 

The Task Force on Lifelong Learning emphasized "the links between lifelong leaming and economic 

renewal," extending the premise upon which the Royal Commission on Leming was founded. 

beyond the years of elementary and secondary education. to encompass the extension and 

improvement of iearning throughout the productive years of li fe. 

The task force noted that "constant change will be a major feature of our new economy and 

society and that our ability to manage change and to prosper in the climate it creates will depend 

heavily on whether or not our skills can meet the challenge," and furthemore. that "with knowledge 

becorning the most fundamental resorrrce in the economy. leaming is becoming the most important 

process in ~oc ie ty . "~~  Among the Fundamental observations by the Task Force. was the recognition 

that "people no longer make 'one pass through the [education] a ystem, ' but continuousl y enter. 

leave, and re-enter it throughout their ~ i v e s . " ~ ~  As the importance of education throughout the 

productive lives of Ontario citizens increases, the importance of jurisdictional control over education 

ctearly increases also. If, as the Task Force notes, learning is becoming the most important process 

in society, then control of that process is critical not only to social. but also econornic development. 

55 Ontario, Premier's Council, Lifelong Learning and the New Econorny, (Toronto: Queen's Printer for 
Ontario, 1994), 2. 
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In order to facilitate lifelong Iearning, the task force suggested a number of courses of action. 

in the foltowing areas: 

creation of a consensus arnong stakeholders including government. educational and training 
institutions, business and labour, and the general public; 
a focus on learners, accommodating a wider range of leming rictivities. and employing non- 
traditional delivery methods such as distance learning, and computer-based interactive 
learning systems; 
reliance on innovative approaches, including the full and equal involvement of affected 
stakeholders in the design and implementation of solutions to training problems. and new 
linkages between schools. other educational institutions, workplaces and cornrnunities; 
establishment of a rigorous regime to establish accountability by measuring success: and 
the active involvement of leaders from al1 sectors involved in education. training. and the 
economy ." 

This action plan set out by the Task Force signified a cornmitment to pursue fundamental reforms 

in the development of hurnan resources. These actions fit with the pattern of other important 

components of the 'progressive competitiveness' agenda. They are too broad in scope to make 

success achievabie. particularly in a single term of office. Fundamental reforms require that change 

occur at the level of society. administration. and politics. When reaching for significant (or third 

order) change at the leveI of poiicy. a single electoral cycle is not likely adequate. 

The ernphasis on the development of human resources may have marked a departure from 

previous practice in Ontario. It did not, however. represent a departure liorn current thinking. 

Rodney Haddow notes that "there is an increasing consensus among economists and politicians in 

many countries that improving human capital, especially by training workers better. is the key to 

future success in the global ec~nomy."'~ This trend suggests that provincial jurisdiction ovrr 

education. and concurrent jurisdiction over training, will be an increasing source of provincial 

control over their econornic destinies. This apparently was the thinking of the NDP government. 

57 Ibid., 10-20. 
58 Rodney Haddow, "Federalism and Training Policy in Canada: Instituiional Barriers to Economic 

Adjustment," New Trends in Canadian Federalism. François Rocher & Miriam Smith, eds.. 
(Peterborough: Broadview, 1995), 338. 



6.1.3 Trade Policy as Component of Industrial Policy 

The focus of the NDP govemrnent on trade resulted from an understanding that Ontario's economic 

health depended on an acceptance of the changing world economy. In a context of globalization and 

free trade agreements, trade policy and industrial policy based on pursuit of cornpetitiveness are 

inseparable. The IPF recognized the implications of econornic change for trade in Chapter 5. 

"Changing The Way We Manage Economic Change," where the government pledged ro benefit from 

US trade. while moving to a more global set of trading patterns. Government assistance "in 

situations where a government presence is helpful in winning foreign contracts" was promised. as 

was a commitment "to advocate Ontario's trade interests to the federal government and vigorously 

assist Ontario exporters caught in trade disputes." The third commitment made was to re-orient 

assistance programs to small and medium sized firms. including the establishment of better 

information services.59 

As Figure 6.1 demonstrates, Ontario becarne increasingly reliant on the US economy during the 

NDP mandate, with US exports nsing from 24% of provincial GDP in 1990, to almost 35% in 1994. 

$ US Export/$ GDP: Ontario 1983- 1994 

- -  - - -  - - - - - - - . -- 

Figure 6.1 
Source: Ministry of Industry, Trade & Technology. "Ontario Exports and Irnports, 1985". (Toronto: Queen's 
Printer for Ontario, 1986). & Ontario Economic Outlook, 1994. Table 16: Ontario - International Trade by 
Region. 

59 Ontario, Industrial Poky Framework, 35. 



Prefemng not to see Ontario's economy tied too tightly to the North Arnerican continent. the 

NDP concentrated efforts on developing intemationai trade outside of the North Amencan sphere. 

In a January, 1995 speech to the Canada/U.K. Chamber of Commerce, for instance. Rae noted the 

desirability of further extending Ontario's trade relationships across Europe: 

Let me conciude by expressing the strong hope that trade between Canada and the United 
Kingdom, and indeed al1 of Europe, expands steadily. It is in al1 of our interest that the 
creation of the World Trading Organization be followed by a steady reduction in trade 
barriers and friction between trading partners. While Canada accepts the reality of 
continental interdependence, we do not want to see solitudes or not so splendid isolation 
becoming the order of the day between trading blocs. The post-war vision of an Atlantic 
becoming ever smaller is wonh advancing once again.@' 

His message at a 1994 economic seminar in Germany was similar: 

Ontario has an abiding interest in Germany as a trading partner. Germany is Ontario's 
third-iargest export market after the United Kingdom and is a priority market in Ontario's 
objective to expand trade beyond North America. It is in Ontario's interest to strengthen i ts 
trade links in growth areas of Europe and ~ s i a . ~ '  

Despite these efforts, the proportion of Ontario's trade with Western Europe declined during the 

NDP mandate (see Figure 6.2). 

Ontario international Expons 
1983- 1994 

United States 0 Aria/P~çific Rim 
0 Soudi & Cenual Arncrica Western Europe 

- - -  

Figure 6.2 
~oÜrce: Ministry of Industry. Trade & Technology, 'Ontario Exports and Irnpons, 1985.'' (Toronto: Queen's 
Printer for Ontario, 1986), & Ontario Economic OutIook, 1994, Table 16: Ontario - International Trade by 
Reg ion. 

60 Premier Bob Rae, "Speech to the Canada/U.K. Chamber of Commerce. London, England." J a n u q  25. 
1995. 
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Like the Liberals, the NDP was essentially supportive of the GATT. and the movement to 

expanded international trade which it represented. The government pursued ri multi-faceted 

approach based on the premise that the approaches of the past, with provincial trade representatives 

in severai countries, were no longer the most effective way to encourage international trade. in tight 

fiscal times. 'bricks and rnortar* approaches requiring significant expenditures to physically contain 

international representatives, are difficult to justify. 

The new approach. dubbed 'Ontario Canada international,' buitds on the province's cornmitment 

to a 'Team Canada' approach to trade and investment. The province signed a memorandum of 

understanding (MOU) with the federal government. outlining the respective roles of the fedrral and 

provincial governments in representing Ontario's interests abroad. 

The Ontario Investrnent Service (OIS). one component of the Ontario Canada International 

initiative, was created in response to a report prepared for the Premier's Council on Economic 

Renewal's Task Force on lnvestment in Ontario. which noted the importance of developing a 

centralized. province-wide investment information centre. The report noted that "municipalities 

want the province to ...p rovide a source of meaningfui. easily accessible. market intelligence and 

comparative data."62 The OIS was created as a private organization created by govemmrnt. but 

falling outside of government's accountability. which essentially acts as a broker of information for 

those interested in Ontario as a potential investment site. Through the OIS. multimedia information 

was made available at the touch of a button on Ontario's industry sectors. business climate. 

communities. labour force, real estate and more. 

This innovative undertaking of the NDP's was criticized for "selling off exclusive seats on the 

board of a new international trade agency [OIS] for $250.00 e a ~ h . " ~ ~  The Star further noted that 

62 Stephen Chait Consultants Ltd. and John Mitsopulos, The Appropriate Rofes for rhe Province and 
Municipairies in Facilirating lnvesrmenr Arrracrion and Reren rion, (Toronto: Premier's Council. 1993 ). 
19. 

63 Toronro Star. "NDP Selling Seats on Board." September 23. 1994, A 1 .  Although the original plan was 
for 12 Board seats to be sold to "equity members," by February 24. 1995. only six of those had been 
purchased, by the Ontario Red Estate Association, Bell Canada (Ontario), Ontario Institute of Chartered 



"Big businesses able to cou& up a quarter of a million dollars wilI get special access to government 

officiais. input on shaping government poiicy on trade and investment - even a laptop cornputer is 

thrown i n ? '  Ln defence of the pvernment. the Ontario Charnber of Commerce wrote: 

Thc government has finally recognized the stronp potential for Ontario of a stxucturally 
sound. properly pianned joint initiative between the public and private sectors. a depamire 
from the past which sends encourapng signais to business after a long hiatus .... The 
sugestion that business cm. or needs to. purchase access to a cabinet minister. regardless 
of the cost. is entirely unrealistic. Business is prepared to work on a project of this 
magnitude for a far more logical reason: attracting investors to Ontario keeps the economy 
vital and creates solid prospects for the future.'"' 

These words of praise for the OIS concept from the Charnber of Commerce might be seen as 

evidence that the hiDP had 'sold out to business.' .A more credible expianation for the 

misperceptions created surroundhg the OIS is thar the govemrnent's communications people failed 

to present the initiative accurarely. Fiawed communications strategies left the government open to 

A second focus of the Ontario Canada International approach was the launching of the 'Ontario 

Special Envoy Program' [OSEP]. which "uses the reputations. contacts. and knowledge of pnvate 

sector individuais to represent Ontario intemarionaily at special tnde and investment initiati\,es.'* 

Like OIS. rhis initiative was designeci in part to compensate for the closur~ of Ontano's international 

offices. Through the Special Envoy Program. 25 appointees were named to accornpany Rae and 

other key government ministers on overseas trade missions. where the. made corponte cails. 

presentd position papers. and generally represented the province's trade and investrnent interests. 

Lnlike the SPF. the OSEP and OIS initiatives sunived the transition to the Harris Consenative 

government in 1995. The OSEP initiative was renamed the 'Business Ambassadors' pro-. 

Accountants. Ontario Hydro. Consumers Gas and Union Gas (one share, and the Canadian Bankers 
Association. Eight board seats were held by government appointees. 

64 Ibid. 
65 Stu Verge. 'Cutting Edge Paruiership to Help Revitalize Economy" letter to editor in Toronro Srar. 

(Toronto: October 8, 1994). &?O. 
66 Ontario. Ministry of Economic Development and Trade. "Background: Trade and Invesunent Initiatives 

to Suengthen Ontario's Economy." (Toronto: Queen's Pnnter for Ontano. Sepwmber. 1993 1 .6 .  



Although there is much in the Ontario Canada international approach to suggest the YDP 

became a pmy 'like the others' in iü approach to business."' traditional supporters should note that 

the Special Envoy Program allowed the govemrnent to recognize its 'roots.' Among the special 

envoys appointed by the Premier were former CLC president Shirley C m .  former Ontario S D P  

leader Stephen Lewis. Ontario Federation of Labour president Gord Wilson. and Lyn Williams. pst 

international president of the United Steelworkers of ~menca ."  

The appointment of a handful of 'party faithful* as special envoys does not alter the fact that 

NDP uade policies were not in any essential way distinct from those of their predecessors. Rathcr 

than viewing this as evidence of a 'sell-out' to business interests. a fairer interpretation would be 

that it recognizes that Ontario's econorny is extraordinarily dependent on trade.* and that 

implernentation of the NDP's 'progressive competitiveness' agenda required the govemrnent to 

solicit a certain degee of suppon among the business comrnunity. 

6.1.4 Ontario Lead Investment Fund (OLIF) 

The Ontario Lead investrnent Fund fOLiF). was created as an innovative uay to use the vasr 

resources of provincial public sector pensions to creatr a fund to spur investment. The initiative ~ a \  

a dismal failure. Announced in Xovember 1993 as a financial partnership between the Ontario 

Govemrnent and the private sector. the creation of OLiF followed through on an A p d  '93 Throne 

Speech cornmitment. ïhe  disparity between the original conception for OLE and the fund that 

ernerged starkly illusuates the extent to which the govemment's ideas surpassed borh their expertise 

and their wallets. A discussion paper outlining the role for the fund suggested a target size for the 

67 In an anicle h@ly aitical of the MW's "-economic failinp." Me1 Warkins cites an Environics poil which 
stated. with respect to plitical parties. "thanks to Rae. there's a growing perception that 'they're a11 the 
sarne aqyay ' . "  See Me1 Watkins. "Ontario: Dixrediting Social Democracy." in Studies in Political 
Econom? 43 ( 1994). 147. 

68 Toronto Star. "Rae Names 'Special' Trade Envoys." (Toronto: F e b w  24. 1995 j. B 1 2 .  
69 Over the course of the decade from 1984-1993. Ontano's exports as a proportion of Gross Dornestic 

Rcxluct (GDP) averaged 55%. See Ontario. .Ministry of Finance. Ontario Economic Ourlook. 1ii-I-1998. 
(Toronto: Queen's Pnnter for Ontario. 1994). Table 3. 



fund of up to $2 billion over fîve to seven years." The $70 million fund that emerged 18 months 

Iater was less than 95% of this target. and was intended to be spread over a longer time frame (ten 

years, rather than 5-7 years). This range of discrepancy cannot be explained away as the result of 

excessive optimism! 

The range of participants in the emerging fund was also much different than originally 

envisioned. With evident aspirations to create a fund comparable to the Caisse de dépôt et 

placement du Québec. the discussion paper made it abundantly clear that the principal source of 

investment should be the nurnerous public sector pension funds." instead. the six initial invcstors 

were al1 private financial institutions, many of which have subsequently established comparable 

investment funds of their ~ w n . ~ '  

it was a fund created to address the perceived lack of financing available to small and mediurn- 

sized innovative growth companies. As a minonty shareholder in the fund (40% of the ten-year 

OLiF pool of $70m). the Rae government appointed two of the eight directors to the OLiF's 

Shareholder's Cornmittee. Financing of up to one third was available to Expert lnvestment 

Corporations (EIC) created to access the hnd. Although the Fund had existed for over a ycar by the 

time the NDP government was defeated. in June 1995. no EICs had been fonned. An official with 

the Ministry of Economic Development, and Trade suggested that a cornmon difficulty of those 

- - 
wishing to f o m  EICs had k e n  an inability to meet the capitalization requirements of the initiative. ' 

He also noted that demand for this initiative had been significantly reduced by the fact that the 

shortfall in availability of financing for smali and medium firms identifîed when the OLff concept 

was originally introduced, was subsequently addressed by private sector initiatives. and by the 

70 Ontario, Ministry of Treasury and Economics. The Ontario Investmenr Fund: A Discrission Paper. 
(Toronto: Queen's Printer of Ontario, 1992). 

7 1 Unlike its Quebec counterpm. the Ontario fund would not reqriire public pensions to invest. 
72 The six investors were the Canadian Imperia1 Bank of Commerce, the Bank of Montreal, the Bank of 

Nova Scotia, the Toronto Dominion Bank. and brokers Scotia-McLeod and Goldman Sachs Canada. 
Toronto Star, "Fund for Sm-ups Unveiled" November 19, 1993, E 1 .  

73 EIC proponents were required to contribute at least 20% of capitalization costs. and to be able to raise at 
least one third of the costs through the private sector. 



"explosive growth of Labour Sponsored Investment F~nds." '~ another NDP financing mechanism. 

It is not surprising that the government was unable to meet the ambitious goal for the fbnd - it 

is not redistic to simply create a fund comparable to Quebec's Caisse in a province that lacked the 

statist tradition of Quebec inc. Ontario was not ready, at either a societal, administrative, or a 

political level, to proceed with such a fund. As Peters points out, without preconditions in these 

three areas. change at the level of public administration would not be possible." What is surprising. 

is the size of the gap between vision and reality. The specific impediments to implementation of the 

OLIF fit the general pattern of constraints to the NDP agenda. 

6.2 Constraints on the NDP Industrial Policy 

Our analysis of the Liberal attempts to implement anticipatory industrial policies often noted that 

despite a failure to implement the PCR agenda. in many instances. they set in motion processes 

which might serve future govemments. There was a sense. particularly among supporters on the 

left. that where the Liberals had failed. the NDP would succeed. Party supporter Hugh Mackenzie 

suggested the Peterson report. Comperittg in the New Global Economy. should provide the new 

government with a starting point for industnal policy: 

A few months ago [before the defeat of the Liberals], the value of the report would have 
been rneasured by the fact that it put ont0 the agenda a number of concepts that can play a 
useful role in progressive thinking about the economy in Canada. It now has the potential 
to inform actual government policy in Canada's largest and most sophisticated provincial 
e ~ o n o r n y . ~ ~  

Mackenzie apparently believed that where the Liberals had talked about industrial poIicy, the NDP 

govemment would act. 

Partisan supporters of the NDP government placed unrealistic policy expectations on the 

74 Telephone interview with MEDT official, July 1995. 
75 B.  Guy Peters, The Polirics of Bureaucracy, 3d edition. (New York: Longman, 1989). 4 1. 
76 Hugh Mackenzie, "Dealing with the New Global Economy: What the Premier's Council Overlooked." 

in Getting on Track: Social Democratic Strategies for Onrario, Daniel Drache, cd. (Montreal & Kingston: 
Queen's University Press. 1992). 15. 



government, including in the area of industnal policy. The NDP's industrial policy was among the 

areas of disappointment, despite the establishment of processes, such as the Sector Partnership Fund. 

which rnight in time have fostered cultural change at societal, administrative. and political levels. 

The govemment's failure to proceed aggressively with anticipated industrial policy initiatives must 

be examined at three levels. The most general level relates to the difficulties faced by provincial 

govemments in formulating and implementing industrial policies in the Canadian political cconomy 

of the late 20th century. This issue will be addressed more extrnsively in the concluding chapter. 

At a more concrete ievel, we must examine the failure of the NDP government to enunciate a 

coherent industrial policy. The Industriai Polie Frarnebvork issued by the government in July 1992 

did not meet the test of unity. clarity. and coherence. At the most specific level. lies an analysis of 

the govemment's failure to implement the industrial policy agenda set out in the iPF. 

A nurnber of factors combineci to prevent the NDP govemment from living up to the 

expectations of supporters such as Mackenzie. interviews conducted indicated that most respondents 

felt the fiscalhudgetary situation played a significant role in shaping the NDP's industrial policy 

accomplishments. Interviews primarily indicated, however, that there were culturaVattitudina1 

barriers which existed at the bureaucratic level, and among industrial policy 'partners' such as the 

business and labour cornmunities. which proved formidable. preventing achitvemrnt of third order 

change. As well. the govemment did not provide the political leadership necessary to alter 

significantly the relationship between industry and the provincial state. The premier's vision for the 

relationship between the state, the economy. and society was too ambitious to be achieved over the 

course of a four- or five-year mandate. Like Peterson, Rae failed to give his government's indusuial 

policy (the PF) his wholehearted suppon. Ultimately. these and other constraints prevented the 

government from achieving its policy objectives. 



6.2.1 Policy Enunciation/PoliticaI Follow-Through 

It is virtually impossible to rnake impressive inroads in any policy area without first having a clex. 

agreed upon strategy? The NDP did not have such a policy. or strategy. upon taking power in 1990. 

Nor did the reiease of the Ind~utrial Poiiq Framrwork in July 1992 remedy this shortcorning. The 

government's attempt to articulate an industrial policy is documented Chapter 3. A govemment that 

is unable to articulate a coherent industrial policy will. by extension, be unable to implement a 

coherent policy. In attempting to pursue an industrial policy that was both 'progressive' and 

'cornpetitive,' the NDP government faced cultural bamiers at the societal, administrative, and 

political levels. preventing achievement of third order change. Thus. we see the "progressive 

cornpetitiveness" agenda contained in the iPF trying to reconcile contemporary econornic wisdom. 

as borrowed from Michael Porter, with an ambitious social agenda. Partisan activist Hugh 

Mackenzie emphasized the need to pursue these objectives concurrently: 

This [cornmitment to prornoting investment and innovation] does not imply that 
govemments should neglect social development issues. Building flexibility into a modern 
economy requires that workers have security, that they have alternatives and opportunities 
in the event of displacement and that they have the right to a say in how their workplaces 
operate. The government's social agenda supports economic renewal.'" 

Although responsible social policy helps create a healthy. productive workforce. successful pursuit 

of linked agendas is generally more difficult to achieve than when each agenda stands on its own 

The final report of the Rae Premier's Council, released in the wake of the NDP's June 1995 

electorat defeat. epitomized the belief that societal developrnent must reconcile occasionally 

divergent concerns. This body had undergone several incarnations over the course of the NDP 

mandate. progressing from two distinct. broad-ranging councils created in 1991. to a single. 

77 Such policies need not be based on long-standing philosophical positions, however. For example, Bnan 
Mulroney's pursuit of free trade was conuary to his earlier position, yet the justification for free uade 
provided by the RCEU gave his government ri clear strategy to follow. 

78 Ibid., 19. 



comprehensive council based on a desire to address in a single council. the economic. herilth. 

environmental, and social concems of the province. The final report, Ontario Bqond T~rnarro~r*.'~ 

argued for "a balanced approach to goveming by giving equal weight to economic. social and 

environmental considerations when drafting policy.'" The report funher stated that "by ernbracing 

change, harnessing the creative energy of our people. and integrating the concerns of the economy. 

environment. and social well-being in a holistic way. a stronger, more productive. and just society 

c m  be created.'"' Achiéving the level of change required to meet these objectives proved to be very 

difficult, constraining the extent to which the government's objectives were met in each sphere 

(economic, environmental, social). 

The Premier's CounciI refIected the premier's state of rnind. Rae was aware of linkages between 

the economy, the state, and society. Recognizing the desirability of a coordinated approach to 

societal development, and implementing such a broad agenda are distinct tasks. Given Rae's views. 

which have been criticized both for lacking focus and for being overly ambitious. i t  is ironic that 

he noted the inabitity of the modest IPF to spark significant change: 

I think that the major reality that we have to face up to is that we cm help to prornote certain 
kinds of investment, we c m  help to prornote certain kinds of activity, and we cm make some 
critical decisions as to whether certain companies will be allowed to restructure and whether 
we will participate in their restructuring. But. fundamentally, these are decisions that are 
made in the marketplace, taken by individual companies and taken by individual investors. 
And given our own economic [fiscal] constraints, that we'd confronted already in 1991, 
1993, the reality was there was less money to go around. 1 think to a considerable extent. 
you mustn't make the mistake of thinking that a government document squals some real 
level of economic activity." 

Raes's statement suggests that Rae did not expect to pursue a 'real level of economic activity.' 

in implementing the IPF. His apparent lack of support for the anticipatory industrial policy 

contained in the IPF suggests his expectations of it were very modest. tnterviewed after his defeat, 

Ontario, Premier's Council and Round Table on Environment and Economy. Ontario Beyond Tomorru\r.. 
(Toronto: Queen's Printer for Ontario, 1995). 
David Crane, "Let's hope Harris cabinet can keep eye on tomorrow," Toron10 Star, September 19, 1995. 
C2. 
Premier's Council. Ontario Beyond Tomorrow, 9 .  
Interview with Bob Rae, August 29, 1995. 



in the summer of 1995, he rnay have been reflecting on the fact that the impact of the Rae 

govemment on the econorny was felt much more significantly in areas such as fiscal policy, and 

through ad hoc. reactive industrial policy initiatives such as facilitating the retention of major 

manufacturing ernployers like Algoma and deHavilland. 

Rae demonstrated that the underlying assumptions of the IPF, particularly the importance of 

meso-leveI involvement, and the coexistence of cooperation and cornpetition within industrial 

sectors, was not a vision he had fully embraced. Rae had been involved in the discussions leading 

up to the release of the IPF. but seems to have preferred to focus his - and his government's - 

attentions on reactive projects. such as the jobsontario family of initiatives. particularly those capital 

projects which would stimulate irnrnediate employment creation while putting in place infrastructure 

critical for long-term gr~wth.~'  Although the jobsontario initiatives invoived govemment 'partners' 

in the decision process, the types of capital expenditures undertaken through both jobsontario and 

the 1990 $700 million anti-recession initiative were typical for Ontario. regardlrss of panisünship 

of government. Essentially. NDP capital initiatives consisted of repackaged Liberal programs. 

Rae's support for 'concrete' economic development policies appears to run contrary to the 

comrnonly held vision of him as a cerebral man enamoured of grandiose agendas such as that 

outlined in Ontario Beyond Tomorroiv. To view Raz in this fashion sells him short. though. 

Certainly. there is that side to Bob Rae. There is also a side of Rae that was extremely pragmatic. 

Rae's pragmatism, evident in social contract discussions in 1993, alienated traditional NDP 

supporters who had expected the govemment to give 'progressive' elements of the NDP agenda top 

priori ty. 

Many traditional partisan supporters felt Rae had sold out to the business cornrnunity. A number 

of interview respondents noted that Rae in particular (but also Frances Lankin) enjoyed a Ievel of 

personal credibility among the business cornmunity, despite its continued hostility towards the NDP 

- 

83 Confidential interview #34 (Cabinet Office official), February 9, 1995. 
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govemment. One official noted that "face to face with business, he [Rae] talks the taik; he walks 

the walk." " Whether this pragmatism emerged only upon achieving office would be difficult to 

determine. Certainly, though. this aspect of Rae made it less likely that he would play a key role in 

pursuing an anticipatory industrial policy that would have required third order change in order to be 

widely successful. 

Even the Ministry responsible for the IPF. the Ministry of hdustry, Trade. and Technology 

( M m ,  had little reason to be optimistic about the PF's prospects for implementation. Under the 

direction of the rninistry's Communications Branch. a number of focus goups were conducted with 

industry represeotatives both before and after the release of the iPF. Despite a cool response from 

these representatives the government proceeded with the M y  1993 release of the IPF. 

It was released anyway. but we had a very low key release. We didn't play it up at d l .  
because we knew that there was a certain audience for this. and it was other policy people. 
who did relate to it, but it was not industry .... it didn't have the same audience, or the same 
thmst or focus, as the original industrial policy, dom by the [Peterson] Premier's C o ~ n c i i . ' ~  

Having laboured for over eighteen months to determine a direction for an appropriate industrial 

policy. when the time came to 'go public' with an industrial policy vision. the NDP government 

failed to 'sell' the vision to its 'partners' in the industnal policy cornrnunity. This impression has 

been reinforced by research work undertaken by David Wolfe. after his stint as Executive 

Coordinator of CCED. Wolfe notes that detailed surveys of seven sectors involved in the SPF 

showed that "vinually none of the respondents were familiar with the Industrial Policy 

A number of focus groups conducted with eightsen senior executives from srnall and medium 

sized businesses in Novernber 1992 by the Angus Reid Group, demonstrated the extent to which 

implementation efforts would face an uphill battle. The report noted that: 

84 Confidential interview #3 (MEDT official), January 19, 1995. 
85 Confidential interview #3 (MEDT official), January 19, 1995. 
86 Wolfe, "Negotiating Order," 22. 



respondents were ieft wondering where the specific MITT industnal Policy Framework fit 
within the overall context of the government's econornic initiatives for renewal. In fact, 
virtually al1 of the respondents felt that the Government of Ontario lacked a clear economic 
renewal plan ..... The tone of the [focus] groups was ... one of resignation in the belief that the 
govemment was totally out of touc h with reali ty ." 

The failure of the NDP to politically manage the release and implementation of the iPF echoes 

the experience of the Liberals. Like the Liberats. NDP attempts to implement an anticipatory 

industrial policy were hampered by a iack of leadership at both the political and bureaucratie levels. 

The Premier's attentions were distracted by concerns deemed more urgent. including major battles 

with the business cornrnunity over the reforrns to the Ontario Labour Relations Act. and the 

Charlottetown constitutional agreement. Like Peterson, Rae dedicated considerable time and energy 

to the national unity portfolio. One senior official interviewed notrd that during the iead-up to the 

Charlottetown referendum in October, 1992. Rae had Iittle time for other things: 

During that tirne, he [Rae] was out of circulation completely, for anything else. so that 
everything eise that was happening in government was totally relegated to the back-burner. 
and that was very h m f u l .  Things just did not move fo r~a rd .~"  

Others also noted this preoccupation. Ehring and Roberts suggest that during the early pan of the 

NDP govemment's tenn of office. the Premier was "obsesscd" with constitutional affairs." This 

'obsession' prevented him from concentratine his efforts on industrial restmcturing. Following the 

failed referendum campaign, other important issues followed. notably the social contract. and, more 

generally. a widespread attack on the deficit. 

Without full support of the premier, successful implementation of an industrial policy was 

probably doomed. Anticipatory industrial policies require considerable political nurturing. 

Achieving 'third-order change.' such as was implied by the IPF agenda. requires that change be 

affected at societal, administrative, and political levels. The preconditions for anticipatory iP at the 

87 Angus Reid Group, prepared for Ontario. MI'IT, "Focus Groups Concerning the Ontario Government's 
Industrial Policy Framework Presentation: Interim Report," (Toronto: Angus Reid Group. Inc.. 1992). 5 .  
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89 George Ehring and Wayne Roberts, Giving Away a Miracle: Lost Dreams. Broken Promises and tlrr 

Onlario NDP, (Oakville: Mosaic Press. 1993). 306. 



Ievel of the Ministry responsible for implementing the IPF were also lacking. Leadership within the 

Ministry of Industry. Tnde. and Technology (later the Ministry of Economic Development and 

Trade) was lacking for much of the NDP mandate. Until the arriva1 of Peter Barnes as deputy 

minister midway through the NDP's mandate. the ministry had operated as a revolving door for 

deputies since the departure of Patrick Lavelle in 1988. The ministry's problems were further 

harnpered in the early years of the NDP mandate. by a minister. Ed Philip. who Iacksd the political 

influence to navigate a coherent policy through Cabinet." Yet Frances Lankin. who replaced Philip 

as minister. chose to use her political influence as a strong minister to pursue a component of the 

economic renewaI agenda for which she could claim a greater level of 'ownrrship.' 

Left with the task of implementing the PF. a document prepared when hrr concentration was 

firrnly on the challenges of her portfolio as Minister of Health. Lankin chose to put her own mark 

on the ministry's policy. focusing her efforts on certain components of the PF. such as the 

community economic development focus of JOCA (jobsOntario. Community Action)." This 

program produced projects that were manageable in size and scope. allowing Lankin to get involved 

at the cornrnunity level in specific projects with demonstrated economic development componrnts. 

but without necessarily fitting into any 'bigger picnire.' A cynic might suggest this approach would 

yield greater political dividends. gainhg the government a profile at the comrnunity Ievel. Relativcly 

small amounts of money can be targeted to comrnunities for public projects. yislding impressive 

'photo-ops' for either Lankin or a local (NDP) MPP. 

tankin's lack of a persona1 investment in the development of the IPF. cornbined with kren 

political acumen. appears to have resulted in a focus that encompassed only strategic components 

of the IPF agenda. Had she sat as minister during the formulation of the policy. it would have ben  

90 Mr. Philip's name was notabty absent from discussions with rnost officiais. elected and appointed. 
concerning the evolution of the IPF. 

91 A number of government initiatives. including JOCA. were mentioned in the IPF. but were not generally 
considered to be part of the IPF agenda. They were apparently added to create the impression that the 
document represcnted a coordinated. comprehensive approach to economic development. 



interesting to see not only how the impIementation of the agenda might have proceedzd differently. 

but also. how the document itself would have k e n  difftxent. 

Rai- sent mixed messages on the importance of the province's industrial policy through his 

ministerial appointments. Governing with a thin cast of talented Cabinet Ministers. he placed his 

most respected Ministers. including Floyd Laughren. Frances Lankin. and Dave Cooke. in 

'superministries.' following a reorganization and downsizing of the government's ministerial 

structure. As Minister of Economic Development and Trade. Lankin apparently had the Premier's 

confidence to proceed with the P F  agenda. yet he did not commit much of his own political capital 

to its implernentation. He supported some of the main thernes in the IPF. such as involvement of 

industry 'partners' in consensual decision making. yet his comments cited above clearly indicate he 

had modest expectations of what could be achieved. Without more complete support at the highest 

political level. successful implementation of the anticipatory agenda of the IPF was probably not 

possible. 

6.2.2 FiscaVBudgetaw Constraints 

Patrick Monahan lays much of the blame for Ra& "disappointing performance" on the fiscal 

situation facing the governmnt. explicitly rejecting the view that Rae sold out his social drmocratic 

roots: 

What Bob Rae discovered is that there are limits to the amount of money that govemments 
can spend and borrow. If governments want to institue expensive progams. the? have to 
find a way to pay for them. If they are unable or unwilIin_o to raise sufficient tax revenues 
to cover the costs of the program then. for a time. they can try to cover the costs through 
borrowing. But sooner or later. the bills will corne due. When you haven't got the monsy. 
the program has to be reduced or eliminated. It's redly as simple as that." 

Rae made it very clear in my interview with him that he also rejected the view that he had sold out. 

"1 think it's a very superficial. and if I may say so. not a very international perspective ...A don't think 

92 Patrick Monahan. Srorming rhe Pink Palace: The NDP in Power: A Cautionan. Tale. (Toronto: Lester. 
1995). 238. 



chat what 1 was doing had anything to do with selling out. It had to do with an evolution of how 

modem governments respond. Social democnts have explicitly recognized the existence of the 

mixed economy. and celebrated it. in practice. since 192 1. so 1 don? see how this is some huge 

change on my part.'"' As Monahan recounts. it was the province's fiscal situation which forced 

Rae to accept this evolution of how modem governments respond. "He came to understand that if 

he  didn't change course immediately. the international lenders to whom Ontario was beholden would 

make the necessary adjustments for hirn."4J 

The fiscal situation inherited from the outgoing Liberats was much worse than had been 

expected. While this bas perhaps becorne 'standard operating procedure' dunng transitions between 

govemments of different stripes. in this case the gap between expectation and reality was 

remarkable. Although the Liberal Treasurer. Bob Nixon had projected a moderate surplus. by the 

tirne the NDP took control of the govemment. provincial finances were headed towards a 53 billion 

budgetary deficit. As Figure 4.1. above. clearly shows. this deficit cloud continued to hover 

throughout the 1WP mandate. bailooning to $12.4 billion in 1992-93. before declining to $8 billion 

for l99W5. This situation was funher exacerbated by 'deficit shifting* at the federal Isvsl. .As 

shown earliér. (Figure 4.5 and Table 4.1 ). federal deficit shifting cost the province 5 19.4 billion 

between 199019 1 and 199495. ln a sense. even this m y  have been an understatement. Infomtrica 

Ltd. has calculated that federal deficit shifting up to the end of 94/95 would have a cumulative zffctct 

on the provincial debt of almost W1 billion! This calculation included the costs of fedenl monctary 

policies. as weil as the differential rate of financing at the provincial lrvrl. '' 
Most interview respondents agreed that the fiscal situation hampered the ability of the 

government to pursue industrial policy. One official noted. for cxample. that "[wlith finances the 

93 Interview witb Bob Rite. August 29 1995. 
93 Monahan. Storming the Pink Palace. 239. 
95 Informetrica for Ontario, Ministry of Intergovernmental Affairs. 'The Consequences of Deficit Shifting 

for Ontario." (Toronto: Informetrica. 1993). 10. 



way they are right now. the likelihood of new. bigdollar government programs is reduced 

considerably." Frances Lankin noted that the generai state of the econorny not only restricted the 

government's finances. but it also dictated a policy response based on short term demands: 

in the first number of months, we were reelirzg from the very sudden downturn of the 
economy. and its effects on the fiscal situation of the government. and obviously. the 
economic and job and human impacts and costs within the province and the econorny .... Our 
first couple of initiatives in response were quite short term stimuluses in approach. 
Traditionai short-tenn job-creation through construction. the anti-recessionary package. to 
try to get some things going out there.% 

The economic situation facing the province. particularly the recession and slow recovey which 

plagued the NDP throughout its mandate. caused a number of difficulties. Rather than king able 

to focus resources - fiscal and political - on long-term industrial policy. the more immediate 

concern of the govemment was on the jobs front. As a result. the various components of 

.jobsOntario' received a sipificant share of the govemment's attention, and resorirces. While many 

of these jobs were in infrastnicture projects. such as the extension of the major freeways in the 

Greater Toronto Area (GTA). which arpably will facilitate long-term provincial economic growth. 

the jobsontario focus did not pretend to be a comprehensive industrial strategy. The recession thmst 

upon the government a situation where 'the urgent displaced the important. "' 

In some ways. these claims ring hollow. however. The ability of the government to implement 

hypothetical spending programs may have been lirnited by the fiscal situation. but there \vas little 

in the iPF that required extensive expenditure. Rather. the success of the P F  depended to a greater 

degree on the willinpess of sectoral parcners to forge multipartite decisions. The failure of the SPF 

and OTAB to meet the objectives set out for them was not the result of inadequate funding 

The tecessionary situation did impede some industrial policy initiatives. but not in the expected 

sense. Many programs. such as the Sector Pannership Fund. were based on the principle that 

96 Interview with Frances Lankin, July 19. 1995. 
97 This phrase summarize a sentiment expressed by many interview respondents. 
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governrnent funding should leverage private sector funds, with public funds available only when the 

private sector 'partner' had demonstnted adequate interest in the program by committîng significant 

financial resources. In the case of the SPF, program take-up was very slow. In difficult econornic 

times. industry is reluctant to commit Funds. particularly to experirnental programs such as the SPF. 

One p r o v  officiai stated that 'The SPF ... was introduced on the down-side of the economic cycle. 

Money was scarce. it was really very scarce. but we sripulated that this is really a pmnership son 

of thing, and you have to corne to the table with a contribution. We've ... k e n  faced with people who 

have very little cash."9s 

The implernentation of the Sector Partnership Fund. the centrepiece of the .NDP industrial policy. 

illustrates how the fiscal situation shaped the government's approach to industrial policy. Political 

and bureaucratic officiais interviewed argued that the real success of the SPF Iay in the sector 

consultation procrss. rather than the implernentation of sector development strategies. This not only 

allowed them to daim success despite the fact that few sectors were able to proceed to the 

implementation stage. but it allowed thrm to daim a moral victory of sons. without having spent 

much of the S 150 million program budget. One official jokingly noted that "we saved the tax-payers 

the full S 150 million that first year."* The policy instrument emphasized was constrained by the 

fiscal situation facing the province. 

The emphasis of the SPF on 'paruierships' and 'consultation' also highlighted the NDP view that 

government should not be the only stakeholder with a cornmitment - financial or otherwise - to 

industrial pdicy initiatives. This view applied not only to the SPF, but also to most other industrial 

policy initiatives. The SPF experience emphasized the vulnerability of such initiatives to the ability . 

or willingness, of its various 'panners' to participate Fully. This vulnerability created a situation 

where govemment programs were dependent on the vitality of both public and private sector 

98 Confidentid interview with MEDT officiai. January 13. 1995. 
99 Confidential interview #5 (MEDT officia[), January 13, 1995. 



economies. During the NDP years in Ontario. neither of these was in any shape to underpin a 

significant industrial policy . 

6.2.3 The Culture of ChangdPartnership 

Although the recession created barriers to the successful implementation of a .  industrial policy, 

another signifiant set of constraints was cultural. This is the dimension which interviews were most 

usehl in highlighting. We have noted that achievement of third order policy change as outlined in 

the P F  would have required widespread cultural change at a number of leve 1s. Change of that 

magnitude is not accomplished easily. Guy Peters points out that culture exists "at three distinct 

levels: societal, political. and adrnini~tntive."'~ Each of these levels influences the realm of public 

administration. with "a constant interaction of culture and politics ... redefin[ing] the role of 

go~emrnent."'~' Because of the cornplex interrelationships between each of these levels. there must 

remain a certain degree of synchronicity between them for public administration to iünction 

effectively. Thus, "third order change" at one level must be accommodated at other levels. 

American researchers have noted that there is a congruence between political culture and the 

selection of subnational (state) development strategies: 

Policies to promote growth raise fundamental questions about the aspirations of a society 
and the role of government in realizing the goals of its citizens. To the extent that 
policymakers are socialized into their state's [province's] prevailing culture. they will view 
deveIopment in tenns that are consistent with underlying values. and pursue an appropriate 
strategy. 'O2 

Hanson further ernphasizes the relative stability of cultural orientation. and its influence in shaping 

If cultural orientations inforrn developmental strategies ... their influence continues over time. 
The relative stability of cultural values implies that modifications wiiI tend to reinforce 

LOO Peters, The Politics of Bureaucracy, 40. 
101 Ibid. 
102 Russell L. Hanson, "Political Culture Variations in State Economic Development Policy," Prtblius 2 t 
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existing strategies by increasing activity in policy areas aiready emphasized by 
policymaken .... The effects of culture on development policy are cumulative ....'03 

The NDP govemment brought priorities to the policy table which differed Fundamentally from those 

of the Liberals, and which did not 'fit' with the prevailing political culture of the province. This lack 

of congruence made implementation very difficult. 

Cultural constraints on the implementation of the NDP's industrial poIicy fa11 into three main 

categories. The first can be surnmarized simply as resistance to change. The substance of the NDP 

industrial policy agenda may not have seemed very different substantively frorn that of the Liberals. 

or the Davis Conservatives. for that matter. but their approach was very different. The processes of 

consultation on which the NDP relied so heavily represented a fundamentalty different approach to 

goveming. Graham White notes that apparent sirnilarities between the two Liberal and NDP 

governments 

tend to obscure fundamental differences ... many of which derived from differences in party 
ideology and in pany culture. In tenns of the role of the state in the economy. the proprr 
rnix of social welfare measures. and the like. the ideological contrast between the Ontario 
Liberal party and the Ontario NDP are substantial. New Democrats frtvour a more 
interventionist state.. .Once in office the NDP wanted to make substan tially more far- 
reachinp policy changes than had the LiberakiM 

The different culture of the NDP affected the process of governing as well as the substance of 

policies pursued. White recounts that the Liberals 

were generally cornfortable with the stmctures and processes [of governing] they 
innented ...[ but that] ... as a party of social activists. suspicious of established centres of 
power, the NDP was much less accepting of the traditional operations of government. New 
Dernocrats tend to believe that they bring a 'different approach* to goveming that is neither 
understood nor accepted by the senior bureaucracy. The hostility they exhibit towards the 
public service is rooted in philosophy and is thus more difficult to d i ~ ~ e l . . . ' ~ ~  

This cultural difference created apprehension in both the bureaucracy and among the various sectonl 

partners whose cooperation was required to irnplement the IPF agenda. The challenges of 

Hanson, "Political Culture Variations," 74. 
Graham White, '"Traffic Pile-ups at Queen's Park: Recent Ontario Transitions." in Taking Powec 
Managing Govemmenr Transirions, (Toronto: lnstitute of Public Administation of  Canada, 1993). 1 16. 
Ibid., 1 16,117. 



implernenting the Sector Partnership Fund prove illustrative. One official at MEDT noted that: 

[ut was very difficult to get people to act on new ways of doing things. which is what was 
called for in the industrial Pol iq  Fmrne~fork .... The new and different program is going to 
involve new untested concepts, so uncertainty is created. This rnay not be a successful 
program. You're asking people to become associated with something that rnight be a 
complete bust in their view. Who wants to work reaHy hard, go through the pain of change. 
endure the uncertainty and then corne out with egg al1 over their face?IM 

Not only were people reluctant to embnce change, many were uncornfortable with the 

substantive direction of that change under the NDP. This second dimension concerns the 'culture 

of partnership' which was the underlyinp philosophy of the SPF. This philosophy proved a difficult 

thing to ridjust to. particularIy when so many of the 'partners' were used to being in adversarial 

relationships with each other. Many industrial participants in the SPF. accustomed to treating both 

government and labour as adversaries. were apparently reluctant to accept that through coopention 

'win-win' scenarios couid be achieved. 

The literature surrounding the expenences of the NDP in power makes a great deal of the 

ideological bridge that the government was asking both business and labour to cross to facilitate 

cooperative efforts. Much less attention has been paid to the fact that the sectoral approach utilized 

in both the SPF and OTAB. often required normally cut-throat cornpetitors to act as 'sector partners.' 

Again. change of this magnitude (third order change) faced considerable resistance. The program 

requirernent that sector partners share sectorally relevant knowledge was also problematic for many. 

At the root of prevailing reservations about the general philosophy underlying the SPF was a 

reluctance to accept one of the "distinguishing features" of the IPF: that "cornpetition and 

cooperation are complementary."lo7 This principle of the SPF, which led to one of the "'cornpetitive 

fundamentais," the importance of networks and developing linkages and networks. refiected David 

Wolfe's interest in Michael Best's work, which found its way into both the IPF and Budget Paper 

106 ConfidentiaI interview #33 (MEDT official), February 13, 1995. 
107 Ontario, Industrial Policy Framework. ii. 



E.'08 in his own work. Wolfe W&S that "through cooperation with other firms in a sector. 

individual tirms may be able to accomplish projects that would be too large for them to contemplate 

individually or  they may be able to create infrastructure that will potentially benefit a wide range 

of firms in the ~ e c t o r . " ' ~  This principle of cooperation may have bren dismissed as "the stuff of 

academics and not the real world," just as the focus group respondents dismissed the entire 

presentation on the IPF."' One Ministry of Finance official interviewed obviously shared this 

disdain for the theoretical views embraced by both Wolfe and Riel Miller. noting chat their views 

made it difficult to  achieve consensus."' Whiie the attempts of Wolfe and Miller to apply their 

theoretical knowledge in the Ontario context may have been problematic for some. the attempt to 

redefine the province's business culture was a more significant barrier. Wolfe writes that: 

the NDP strategy was an attempt to influence the business culture of the province in the 
direction of creating socially organized, firm-based systems for learning. collaboration. co- 
operation and regulation. This objective runs counter to the prevaiiing Anglo-American 
business culture. which has long been recognized as dominated by the ideal of rugged 
individualism. self-sufficiency and competitive rivalry.'" 

Given the magnitude of this task. those rnodest successes achieved with the iPF -- particularly the 

institutionalization of dialogue between government. labour. and business. deserve notice. 

6.2.4 Bureaucratic Constraints 

As the principal ministry responsible for implernenting the NDP vision of the economy and society 

enunciated in the IPF, the Ministry of Economic Development and Trade (MEDT) is the focal point 

for our discussions of bureaucratic constraints. As an organizational entity, MEDT experienced four 

108 Michael Best, The New Cornpetition: fmtirurions of Indusrrial Restrimtiring, (Cambridge. U . K . :  Polity 
Press, 1990), cited in Ontario, Ministry of Treasury and Economics, "Budget Paper E: Promoting 
Equitable Structural Change." 88. See also Ontario, Inditsrrial Poficy Frume~t.ork. 17. 

109 David A. Wolfe, "Hamessing the Region: New Perspectives on Canadian Industrial Policy." Paper 
presented to the Conference on Regions, Institutions and Technology, (Toronto: September. 1994). 23. 

1 10 Angus Reid. "Focus Groups Concerning the Ontario Government's industrial Policy Framework." 9. 
11 I Confidentid interview #10 (Finance official), February 9. 1995. Wolfe was the Executive Coordinator 

of Economic Policy; Miller was Special Assistant to the Treasurer. 
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types of cultural change which created friction. impeding irnplementation of the IPF. It underwent 

an intemal re-organizatiûn; it was asked to take a fundamentally different approach to the delivcry 

of services to its clients; it experienced interna1 friction between policy staff and operational staff: 

and it experienced friction with the Ministry of Treasury and Economics as the politics (and 

finances) of deficit control took hold. As Shein points out. organizational culture grows out of a 

series of assurnptions and beliefs shared among organizational members. with a conunon bond 

arising from an organizational survival mechanism."' This view of organizations also recognizrs 

that cach unit of an organization cm develop its own group culture (or 'subculture' ). Thus. not only 

can the Ministry of Econornic Development and Trade be properly seen as a group rntity in the 

broader Ontario Public Service. but each organizational component of MEDT -- such as the Policy 

Division. or the Industrial and Technology Policy Branch - should be expected to devrlop its own 

organizational or group culture. 

MEDT staff had been subjected to several ministry reorganizations over the course of the 

decade, the most recent occumng after the iPF had been produced. One official interviewed noted 

that after a series of four or five reorganiwtions. MEDT faced "total paralysis in the Ministry."'14 

In my interview with Bob Rae. he suggested that the Ministry inheriied by the NDP required 

dramatic change in order to meet the challenges of the 1990s: "[I]f 1 may say so. we inherited a v e q  

weak and incoherent bureaucratie structure. The ministry [MITT] was not strong. It did not have 

strong leadership. It was not prepared for the extent of the restructuring that was brought on by the 

recession in 1990.""' The 1993 reorganization of the ministry was designed to rectify these 

weaknesses. One official with MEDT noted that "what we're doing now ... is trying to do the cultural 

shift that's involved in taking us from a rninistry of industry to a ministry of economic 

1 13 Edgar Schein, 0rgani:arionul Culture and Leadership. (San Francisco: Jossey-Bass. 1985). 6. 
t 14 Confidential interview #19 (Municipal Affairs official), February 13. 1995. 
115 Interview with Bob Rae, August 29, 1995. 



development."' l6 

These periods of reorganization provide a shared sense of organizational survival. but also leave 

the door open for intemal power struggles, as bureaucrats jockey for influence in the new 

organizationd entity. Organizational transformations like the replacement of MITT by MEDT. 

should be opportunities to change unproductive elernents of the organizational culture, while 

identifying and preserving those essential elements of c ~ l t u r e . " ~  Although weaknesses perceived 

by Rae hampered early efforts at implrmentation. the changes made should have proven helpful in 

the longer terrn. 

Along with structural changes, rninistry personnel were asked to revamp their approach to the 

delivery of services to Ontario's industrial comrnunity. The Ministry of Econornic Development and 

Trade's "Strategic Directions" document. released intemally in 1994. noted the "shift away from 

the delivery of specific programs towards meeting the particular needs of individual c1icnts""~his 

approach, coupled with the govemment's overall thrust to "control spending and to achieve more 

with fewer resour~es""~ represented a real threat to bureaucnts who saw a vrry direct connection 

between 'their' programs and their jobs! The importance of this factor cannot be overstated. One 

MEDT official attempted in interview to sumrnarize the difficulties posed by change ar the 

bureaucratie level: 

Think what the implications of the new approach. the new ideas are. Then you've got to 
have people who will implement those approaches. That's going to require people to do 
things differently from the way they've always done them .... Whether you're talking people 
within the rninistry, or other ministries, like bureaucrats, who have programs and they 
understand the policies that they've operated under in the past. and the programs, and 
they've worked out what the operational implications are of the policies and programs that 
they've got. And they' ve been doing a good job within the parameters of those programs. 
Now there's a suggestion that they should do things differently. I would say that [tlhere is 
an understandable, natural h u m  reluctance to change just because somebody cornes along 

Confidential interview #7 (MEDT official), February 1. 1995. 
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saying that you should change. or "We'vz got a bright idea for you. Why don't you 
change?" Change involves the uncenainty -- "Which new programs might you have. and 
will 1 still be a part of those pro gram^?""^ 

This opposition to change at the bureaucratie levei often rnanifests itseIf in a conflict between 

the policy development function. and the policylprogram implementation tiinction. The term 

'conflict' is perhaps too strong. This suggests something akin to 'open warfare' between two 

factions, or subcultures. within a govemment ministry. Instead. the constraining forces work at a 

more subtle level. with program officials dragging their feet on new initiatives. protecting their 

programs, and their budgets. as long as they cm. Schein claims that in established organizations. 

culture can act as a constraint on innovation."' Guy Peters has observed that "there is a 

tension ... between the role of the bureaucracy as advocates of innovation in policies and their role 

as conservers of procedures.""' The potential for this tension to impede policy implementation is 

often increased, when, as in the case of MEDT, these two roles are institutionalized in distinct 

'sides' of the ministry. The subculture of the policy division squares off against the various 

operational units. One respondent noted that 'bow [after the 1993 reorganiwtion], the policy shop 

doesn't talk to the operations side.""' If. in time. opentional officials become rnthusiastic 

supporters of new initiatives. the damage done by 'foot-draggins' in rarlier phases of devrlopment 

has already been done. The four to five year window offered by Our electoral systom for decisive 

policy action seerns adequûte. but is eroded srriously when a govemmrnt takes over eighteen months 

to formulate a policy (as was the case with the PD. and embraces a pre-election 'holding pattern' 

almost as long before the following election. Six months of foot-dragging while initiatives move 

between the policy level and the program level may be inconsequential as a proportion of a five year 

term, but as a proportion of a 'window for action' of less than two years, it takes on a grrater 

1 20 Confidential interview #33 (MEDT official), February 
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significruice. This is the pattern that corresponds to the NDP experience. 

The NDP experience with bureaucratic constraints differs somewhat from the Liberal 

experience, in that the level of tension between bureaucratic agencies seems to have been lower. 

This may reflect the Premier's desire to formulate. and implement. government-wide (rather than 

single ministry) policies. The attempt to situate the IPF as the g o ~ e m m e t z ~  's industriai policy. mther 

than just the policy of MEDT was discussed in Chapter 3. The interdepartmental dynamic. 

particularly the relationship between MEDT and Finance. continued to play a role in shaping the 

government's atternpts to implement the iPF agenda.. 

The relationship betwern the Ministry of Finance and MEDT can be understood in part by 

exarnining it from the perspective of Savoie's *gardian-spenders' dichotomy. where Finance is the 

central agency 'guardian'. and MEDT is the 'spénder.'"' This relationship inevitably creates 

tensions which hamper policy implementation. One program official nt MEDT noted that "we 

obviously try our darnnedest to work as cooperatively as possible with our collragues in Ministry 

of Finance and even though there will be a number of times where we don't sre perfectly eyr to eye. 

I think that we have been able to make compromises that ensure [the] fiscal framework and at the 

same time. preservr the creation of a cornpetitive environment."*" 

Public Administration litenture has long held that budgets are the source of cornpetition between 

government agencies. with bureaucnts acting to maxirnize  budget^."^ More recently. Niskanen has 

suggesred that it is not the size of total budget that gauges success in bureaucratic management. but 

rather. the size of discretionary budget."' As 'restraint-budgeting' has takcn hold -- in Ontario 

particularly since the second year of the NDP mandate - the ability to merisure bureaucratic 

Savoie, Donald. The Politics of Public Spendiny in Canada, (Toronto: University of Toronto Press. 
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performance based on the size of either total ar discretionan, budgets is suspect. hstead. 

bureaucratie agencies seek to maximize p u e r  or influence. These qualities can be inferred througb 

such things as the calibre of rninister and deputy minister. and the supporc for rninistry initiatives at 

the politicai levet. This change in focus threarens the traditional source of power for agencies like 

the Ontario Ministq of Finance. A s  the central agency responsible for distribution of budgets. the 

organizational culture of Finance fpreviously Treasury) has arguabl! k e n  threatened by this 5h1fr 

Part of the organîzational culture of Finance staff is a belief that the! have a monopoly on 

understanding the Ontario economy. Finance staff particularly resent soxalled 'experts' infrinping 

on their intellectual domain. One Finance official expresseci hosriliry towards both David Wolfe and 

Riel Miller. two 'lefiist intellecnials' with senior adviso- positions. noting their ariea3 of expertrx 

were not applicable in Ontario: 

Sone of hem knew a darnn thing about the Ontano economy. The! knew nothing .... Da\-id 
Wolfe thought he knew about the Italian rconomy. Riel Miller. 1 don2 knou H hat European 
economies he thought he h e u  about. but he had quite different \.jeu's from David Woife. 
Seither of [hem h e u  a damn thing about the Ontario economy. That u-as another 
inconvenience ... .Thq were saying al1 these things. that uere intsresting phiiosophi pointh. 
but didn't actually relate to the economy. So. it was an impossibility that you'd èver lei 
data [for Budget Paper E] to suppon them because it uas for some other economy than the 
one we were in."' 

Such hostility at the burwcratic Ievel bt-ings into question hou senously Finance staff look the iPF 

agenda large1 y mouided by Wolfe. 

Rae noted his explicit efforts to break doun 'bureaucraric silos.' The adminisrration of the SPF 

u-as one example of this philosophy at work. The Sector De\eloprnent Division. at MEDT. 

responsible for the SPF. played a role in the SPF process similar to that of a central agenc), acting 

as the 'global coordinating mechanism' for the entire government. Because several different 

rninistx-ies sponsored SPF projects in industrial xctors related to their respective responsibilities. 



there was a need to coordinate these initiatives. The Ministry chareed with this oversight function 

was -MEDT. rather than Finance. Officiais from MEDT would even coordinate the presentation of 

SPF proposals from other ministries before the Cabinet Cornmittee on Economic (and Labour, 

PoIicy. While this move does not seem to have created any open hostilities between the two 

rninistries. it apparently reinforced the existing tensions- 

6.25 Trade AgreemenVGlobaiization 

As discussed in Chapter 3. trade agreements such as the GATT and the S m A  are properly seen 

as specific symptoms of the broader trend towards globalization. The constraints imposed on 

industriai poiicy making in Ontario by these agreements and by globalization each x c u r  at different 

levels. The first Ievel is at once the most significant. and ironically. the least identifiable. This is 

a contextual level. and it shapes the social and economic environment in which public polic) is 

made. Essentially. what this contextual constraint boils d o m  to is an understanding that a 

dobalized economy is one in which the range of policy alternatives available to govrrnment3. 
C 

including provincial governrnents. is narrowing. not necessarily because rome polit‘, ins~mrnents 

contravene trade agreements. but because rhe rffectivcness of govrmment policirs in 5haping 

invsstment decisions is increasingly circurnscribed. Political obsenen and participants. including 

the Rae govemmnt. have increasingly accepted this gened  contextual constraint in recent years. 

Rae not only accepted the inevitability of the growing interdependence of the world sconom:. 

he apparently embraced it. making speeches throughout Europe. in particular. in sffons to stimulate 

Ontario's vade relationships beyond North America. Yet the fact that Rae projrctsd a positive 

international image does not negate the fact that the forces of intemionalizacion placed constraints 

on the ability of the Rae government to shape economic developrnent. 

Such constraints should be more evident when the> take the form of specific restrictions 

resulting from actual trade agreements such as the GA?T/WTO. FTMSAFTA- and the Interna] 



Trade Agreement. interestingly, however. interview respondents did not identify any potential 

program initiatives which these agreements prevented. Rather, the agreements created a context 

within which government policy was made. 

So far, the agreements do not seem to be a significant constraint on the kinds of policy that we 
proposed. And, you recognize the trade rule environment, and so you work, once the decision 
has been made - those are in place - then you work within those constraints. Because 
obviously, it would not be a professional, public service to recornrnend policies that would 
irnrnediately fly in the face of the signed trade mies. But 1 would say that we haven't felt really 
frustrated. that there are things that we wanted to do. but. gee. if only we hadn't signed. if we  
didn't have the constraint of the tnde agreement. we could go ahead and do this. But given 
NAFTA. or given the FTA. we can't. 1 wouldn't say that that has bern Our experirnce."' 

A senior official from MEDT's policy division echoed this view: 

My view was 'Let's recognize that those are the rules of the game and get good at it' ... .[Wje 
know now that the international financial markets, for whatever reasons, grabbed a lot of what 
used to be the sovereignty of nations. away from them. You can despair. or you c m  try to get 
a handle on it. and try to find other ways to achieve the directions that you want to go."" 

Trade constraints did dictate certain policy directions. though. For example, the sectoral focus 

of the Sector Pannership Fund was designed in pan to accommodate the potential difficulties 

resulting from firm-specific assistance prognms. The government's fiscal situation was not the only 

reason to move away from such assistance. Under US. domestic trade laws. direct financial 

assistance from govemment to industry can be c~nsidered countervailable. NAFTA does not reduce 

that threat. One officia1 interviewed noted ministry concerns about trade a, wreements: 

[The existence of trade agreements] has an impact on how we do our business. Under 
GATT and NAFïA there's things about subsidies. and you have to be careful about 
countervail duties, so in terms of how you structure your programs and the kinds of 
assistance you give. it sets some limits on what you can do .... 

CountervaiI is generally only a problem when you're talking about major levels of 
assistance, or specific-finn assistance. so one of the things that came to play whrn we 
strucmred the IPF. the whole idea of the sector focus. for example. is if you're providing 
assistance strongly to the sector, then you don't have to worry as much about countervait. 
and so on.I3' 

Confidential interview #33 (MEDT officiai), February 14, 1995. 
Confidential interview #29 (MEDT official), Mach 23. 1995. 
Confidentid interview #7 (MEDT officiai), Februruy 1. 1995. This official apparcntly links the threat of 
countervail to the NAFTA. The threat of American countervail measures derives from U.S. domestic law, 
not from NAFTA. One can state, then. that NAFTA does not additionally consuain Canadian policy 
through countervail measures. 



While sector specific assistance is generally considered -safer' than firm specific assistance 

(particularly when that assistance is not heavily weighted towards spsnding. but relies prïmarily on 

the establishment of consultative processes). the SPF was one step safer, being explicitly open to 

al1 industrial sectors. The NDP government was not going to be accused of picking winners and 

losers, especially since many of the 'ntst M t '  industries generally seen to bit in decline were 

disproportionately represented by partisan supporters. 

If the SPF as designed was 'trade agreement friendly'. the program as implemented was even 

more so. Because the success of the SPF lay in the ability of the government to foster fora of 

consultation. and a series of partnerships between and among government. industry. labour. and 

communities, it has. in practice. fallen even more safely within the parameters of the trade 

agreements in question. In this critical respect. the SPF was not constrained by trade agreements. 

Bob Rae's response. when asked whether the existence of trade agreements has aitrred the 

govemment's approach to industrial policy. suggests the pandoxical effect of such agreements: 

The fact that those agreements have been reached and really are the framework in which 
Canada's going to be living. and Ontario is going to be living. has an enonnous effect. From 
a simple point of view. it means that there are limits on what govemments can do. We are 
not as free as we rnight like to be to rnake the kinds of decisions that we would like to make. 
or in another time would have liked to have been able to make.'3' 

His response suggests that in another time. before globaiization lirnited what governments could do 

in the field of industrial policy. his government might have made more extensive use of policy 

instruments generally restncted by free trade. 

The impression consistently conveyed by respondents, and substmtiated by the actions of the 

government. was that the trend towards globalization and interdependence placed limits on what 

governments - particularly subnational governments - can do in shaping economic development. 

which specific agreements such as the G A T T M O  reinforced. by allowing States to impose 

132 Intemicw with Bob Rae, August 1995. 



countervailing duties."' As the factors of production, particularly capital. becorne more mobile. the 

ability of govemment to shape econornic development is lirnited. In that sense. globalization and 

free trade agreements limit the effectiveness of govemment, without necessarily preventing any 

specific policies. 

Like the Liberal position on the F ïA ,  the NDP government appeared to reach a point where 

opposition to the NARA was set aside. Accepting the inevitability of the NAFTA. Rae embraced 

the opportunities for expanded trade that such an agreement afforded. Throughout the NDP 

mandate, the Ontario economy becarne increasingly dependent upon the US economy. with US trade 

accounting for 86.5% of the province's expons in 1990. rising to 89.2% by 1993 (sr<: Figure 6.2)."' 

The export sector was largely responsible for boosting Ontario out of its recession. Rae wisely 

chose not to bite the hand that fed the health of the Ontario economy. Despite Iegitimate concems 

that traditional labour supporters might be hun by the opening up of Canada's borders. Ontario's 

NDP government, or at Ieast its leader. Bob Rae. had apparently grown cornfortable with the belief 

systems surrounding Iiberalized world trade. Neither Rae nor his trade mînister. Frances Lankin. 

offered apologies for largely abandoning their public opposition to the NAFTA. Lankin. in fact. 

left the impression that the government's economic development priorities were bein,o met within 

the NAFTA framework: 

There was a pretty heavy plate. with Social Contract. and other sorts of things. that nceded 
to be done, and we were making real progress on implementing programs. like Sector 
Partnership, like the Ontario lnvestment Service, changing the trade strategy. There was a 
lot of work going on with the business community and others. [and] a lot of investment 
being attracted. [There was] not much that could be won by continuing the high profile stuff 
on the anti-NAFTA. It essentially started to evaporate ... 

The NDP government rnay have paid a political price for abandoning its opposition to the NAFTA, 

but there was no indication that either Rae or Lankin questioned their decision to move a w q  from 

133 Negotiators of the FTA and NAFTA accepted this principie. while accommodating dispute scttlement. 
134 Ontario, Ministry of Indusuy, Trade and Technology, "Ontario Exports and Imports, 1985." (Toronto: 

Queen's Pnnter for Ontario, 1986), and Ontario. Ministry of Finance, O~lrario Economic Ourlook. 1994. 
(Toronto: Queen's Printer for Ontario. 1994). Table 16: Ontario - International Trade by Region. 

135 Interview with Frances Lankin. July 19, 1995. 



this position. 

The world trade environment curtails the ability of governments to shape economic 

development. Agreements such as GATT and NAFïA reinforce this general trend. To the extent 

that the IPF was prepared in this context. policy formrdation may have been constrained, with 

previously available policy options no longer available. Neither NAFTA nor GATT, however. 

constrained the ability of the NDP to irnplement the IPF, 

6.2.6 ConstitutionaVFederalism Constraints 

The Constitution of Canada. specificaiiy the federal system. has shaped the NDP approach to 

economic development at two levels, similar in many respects to the impact of the various trade 

agreements. First, the division of powers places jurisdiction for treaty making in the hands of the 

federal govemment. As a result, those constraints imposed as a result of the various trade 

agreements signed, can be attributed, in part, to the division of powers spelled out in the Canadian 

constitution. Similarly. federal cutbacks in transfers to provinces, particularly the 'cap on CAP' 

discussed above, significantly constrained the province's ability to pursue large-scale industrial 

restructuring through grants and subsidies, as had been the practice in the past. While this did not 

preclude the development of new policy instruments, it did limit the extent to which any new 

initiatives could rely on the spending of large sums of money. 

The Constitution places control over monetary policy in the hands of the federal govemment. 

There is ample evidence to suggest that the health of Ontario's economy was detnmentally affected 

by the direction taken by the Bank of Canada during the NDP mandate. Mmy interview 

respondents suggested that control over monetary policy was certainly a tool that would have altered 

the provincial government's approach to econornic deveiopment. A technical paper prepared by 



Ontario's Ministry of Finance in April 1995136 dernonstrated the negative effects of the Bank of 

Canada's unnecessarily tight monetary policy. If the Bank of Canada's inflation reduction targets 

had been met. rather than 'overshot,' 1992 real GDP in Ontario would have been 4.7% higher. 

unemployment would have been 1.2% lower, and almost $2 billion would have been shaved from 

the 1992 provincial deficit. Because the demand for manufactured goods. on which Ontario's 

econorny is heavily reliant. is interest-rate sensitive, the impact on Ontario's economy of tight 

monetary policies may be greater than for the nation as a ~ h o l e . " ~  

The implications of this assessrnent of federal monetary policy are many. First of ail. the 

rstimated $2 billion added to the provincial deficit in 1992"' could have been applied to V ~ ~ O U S  

policy areas. including industrial policy. Second. the fact that federal monetary policy has a h m f u l  

effect on many provincial economies demonstrates why there have been several suggestions that the 

Bimk of Canada be made more responsive to the federal nature of Canada. that it be transformed into 

an institution of intrastate fedenlism. Such a proposal would give Ontarians greater control over 

the health of their economy. 

1 do not rnean to suggest that the success of the iPF was significantly hampered by federal 

control of monetary policy. What is clear. however. is that monetary policy is an important 

economic lever. and it is a lever over which provincial govemments have Iittle. if any. control. Bob 

Rae stated that the lack of provincial control over many such levers significantly constrains the 

ability of provincial govemments to achieve goals such as those articuhted in the PF: 

[There was] ...an unreaiistic assumption as to how rnuch govemment. a provincial 
govemrnent, can and canot do. We don't control monetary policy. We don't control tariffs 
-- no one does now -- there's a whole series of assumptions about what provincial 
govemments can and cannot do. Provincial govemments have to be very focused on what 
they can do. We can promote a clirnate for investrnent, we can promote good education. w r  

136 Ontario, Ministry of Finance. The Role for Monetary Policy in Supporting Job Creation and Dejicir 
Reducrion, Toronto: Ministry of Finance, 1995. 

137 Ibid. 3. 
138 The focus on 1992 should not be taken to indicate this is the only ycar in which federal monetary policies 

had a harrnful effect on Ontario. Other years throughout the recession of the 1990s likely saw similu 
negative impacts on the Ontario economy. 



c m  promote good infrastructure, and from time to time, through hydro. and grants, and 
other things, we can Say if you come, we will do this for you and this will allow you to 
restructure. But beyond that. 1 don't think provincial governrnents have got a role. I think 
there is always a tendency. not an NDP tendency. necessarily, one that didn't simply come 
from Our party's philosophy, or one that was part and parce1 of the bureaucracy, always an 
exaggerated sense of what they can achieve."' 

These thoughts of Mr. Rae's indicate not only that he was aware of a wide range of constraints. but 

also that. as a result of such constnints, his expectations of what could be achieved in fulfilrnent of 

the iPF agenda were also necessarily quite modest. 

6.3 Conclusions 

No single factor accounts for the failure of the NDP to implement anticipatory industrial policies 

consistent with the party's traditiond position on the appropriate role of the state in the economy. 

Instead, a number of factors played a role in constraining not only the vision that was articulated. 

but also the ability of the govemment to implement that vision. The argument prescnted here 

suggests that without political support at the highest levels. pursuit of interventionist-provincialist. 

anticipatory industrial policies coordinating micro, meso, and macro level initiatives. is a non-starter. 

The scale of change required of political. bureaucratic. and societal actors in order to implement the 

iPF agenda, was considerable (third-order change). Neither Rae nor his government was able to 

effect such widespread change. 

Part of the difficulty of pursuing the P F  agenda was that although certain components were 

fairly clear. it was less clear how other cornponents fit into the broader agenda. When the party 

came to power unexpectedly in 1990. it lacked a clear vision of what it wanted to accomplish on the 

economic development front. With the release of  the IPF in July 1992, notice was given that the 

party stilI lacked a clear, workable set of policies. In an effort to reconcile conflicting views of the 

economy and society, a document emerged which superimposed an 'NDP view of the world* -- 

139 Interview with Bob Rae, August 29, 1995. 



sensitive to environmental and socid issues - on M m ' s  typicd policy terrain, focusing particularly 

on creating 'cornpetitive advantage' along the lines advocated by Michael Porter. In an attempt to 

articulate what Ernst calls "progressive competitiveness."'" the IPF suffered from a lack of clarity. 

This lack of clarity or cohesiveness made it difficult for bureaucrats to implement the broader agenda 

of the NDP industrial policy. aithough lack of clarity was not responsible for impeding progress on 

specific initiatives such as the SPF. 

Without the unqualified support of the premier. a comprehensive industrial strategy was not 

viable. Even with the full support of Rae, it is not clear that govemments today have the influence 

necessary to significantly alter the course of provincial developrnent. Provincial capacity to 

influence development has declined considerably since the penod of time studied by H.V. Nelles in 

The Politics of Development. The sovereignty of states (including provincial states) is being steadily 

eroded in favour of the forces of internationalization of the economy. For the Rae government. this 

trend manifested itself in trade agreements such as the NAFTA and the GATT. There was, however. 

nothing in these agreements that impeded the ability of the NDP to implement the IPF. 

The election of the NDP was widely perceived to represent a significant change from the centrist 

approach taken by the govemrnents of the Peterson Liberals and the Bill Davis PCs. Interviews 

conducted highlighted the challenges faced by the NDP government in its attempt to facilitate third 

order cultural change. in trying to forge 'partnerships' with the business community. and in 

encouraging multi-partite bodies including business cornpetitors and labour and community 

representatives, the NDP govemment had to overcome significant barriers. These barriers were 

equally intense within the provincial bureaucracy. where program officiais were uncornfortable 

shifting their focus from a program-centred one. to a client-cenued one. Not only did these barriers 

make implementation difficult, they also proved very costly in terrns of time spent 'gearing up.' 

Major cultural change cannot reasonably be achieved in a short period of time. The nature of 

140 Ernst, "Towards Progressive Competitiveness." 
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electoral mandates in our system of governance thus favours incremental change. Without a wider 

'window of opportunity,' the NDP approach stood little chance of success. 

Other constraints, such as the bleak fiscal and econornic picture facing the province. aIso 

hampered the Rae government's industrial policy efforts. constraining the ability of both the private 

sector and the public sector to Ljump-stat' the economy. Where significant public sector funds were 

made available. as in the SPF, private sector partners were reluctant to commit matching funds 

necessary for the program to proceed. Federal government cutbacks in transfers to Ontario, 

particularly the 'cap on CAP.' compounded the province's own fiscal situation. leaving even fewer 

resources available for program spending. There is no question that the NDP faced fiscal constraints 

on its ability to pursue industrial policies relying on government spending as their policy instrument 

of choice. The most significant industrial policy initiatives were more about process than 

expenditure. however. If the establishment of sectoral level infrastructure. as descri bed by Moore 

and Booth."' is the objective. government spending power becomes much less important. 

Ultimately. the failure of the NDP government to successfully implement a comprehensive. 

anticipatory industrial policy cannot be attributed to a single factor. but rather to the coincidence 

of many factors. Like the Liberals. the most significant factor seems to have been political. followed 

in turn by cultural constraints, bureaucratie constraints. and fiscal constraints. Neither the 

constitution nor trade agreements seem to have impeded implementation efforts. It is not clear 

whether leadership with a singular focus on industrial policy can overcome constraints facing 

anticipatory industrial policy. What is clear, is that neither the Ontario Liberals. nor the Ontario 

NDP, had such leadership. 

14 1 Moore and Booth, Managing Campetirion. 



Chapter 7:  Conclusions 

7.0 Introduction 

This thesis has explored the reasons underlying the failed attempts of two provincial governments 

to pursue anticipatory industrial policies within the continentaVgloba1 economy and a federal 

political fnmework. This concluding section extends the experiences of these two governments in 

an atternpt to determine viable approaches for provincial governments to take to industrial policy. 

The examination of the conditions that led to failure also allows speculation of what types of policies 

might be successful in similar situations. 

7.1 Reasons for the Ontario Liberal and NDP Industrial Policy Implementation Failure 

There are both important sirnilarities and differences between the reasons the Liberal and the NDP 

governments failed to implement the anticipatory industrial policies outlined in their policy 

documents. While the constraining factors themselves were generally the same (political. 

bureaucratic. and budgetary constraints). the relative influence of each differed. Both governments 

indicated a rnovement towards establishing a form of negotiated order in industrial policy making. 

Achieving negotiated order in the Ontario economy. or even in selected sectors. would have required 

what Peter Hall calls third order change, indicating a shift into a new poiicy paradigm.' Because 

affecting cultural change at the Ievel of public administration requires cornmensurate change at 

political, societal, and administrative lcvels, attempts to foster change without first establishing the 

preconditions for change, will meet resistance at each of these levels. This was the experience for 

both the Liberals, and to an even greater extent. the NDP. 

The agenda outlined in the Premier's Council report (PCR), Cornpethg in the Nekr. Global 

Economy, was prepared in the context of the constitution, globalization, and the Canada-United 

i Peter A. Hall, "Policy Paradigms, Social Leruning and the State: The Case of Eçonornic Policymakinp 
in Britain," Comparative Polirics. 25 (1993). 



States Free Trade Agreement. These factors are not found to have impeded irnplementation of either 

the broad PCR agenda. or the specific recommendations contained in the PCR. Rather. political. 

bureaucratic, and budgetary constraints ( in  descending order) are conctuded to have hampered 

implernentation. 

The NDP implementation efforts were irnpeded by political. budgetary. and bureaucratic (in 

descending order) considerations. Effons to pursue sectoral level 'negotiatrd ordrrs' fraturing 

cooperation and consultation among and between business, labour. and government, faced the task 

of trying to impose a new business culture. replacing the traditional relationships based on 

cornpetition and antagonisrn. Such attempts were largely unsuccessful. 

7.2 Viability of Provincial Industrial Policies 

It is tempting to conclude from the experience of the Liberal and NDP governments in Ontario 

between 1985- 19%. that anticipatory industrial policies are not possible in the current çconomic 

context, in a subnational jurisdiction such as Ontario. Such a conclusion is prematurr. however. 

The failures of rhese two govemments might better be seen as pan of a process. If "precipitating a 

paradigm shift" is the objective of govemment -- as it was for the NDP government. if not for the 

Liberals -- failures should be expectrd. Indeed. Petrr Hall notes <ha< "instances of policy 

experimentation and policy failure are likely to play a key role in the movement frorn one paradigm 

to another.'" 

Governments intent on pursuing anticipatory industrial policies need to fostrr the preconditions 

for such policies, by affecting change at the political, administrative. and societal levels. Public 

administration results frorn the convergence of culnires that have social, cultural, and administrative 

cornponents. Ontario is not a jurisdiction that is amenable to 'one-step' paradigm shifts. The NDP 

movement towards negotiated order in Ontario was most successful in those sectors where some of 

2 Hall, "Policy Paradigms, Social Learning, and the State." 
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the groundwork had already been laid by previous govemments. Sectoral initiatives approved for 

the greatest amount of SPF funding were in sectors where the Liberal government had guided the 

deveioprnent of sectoral strategies pnor to defeat in 1990. The whole process of bringing labour. 

business. and govemment riround cornrnon sectoral tables may not have been possible had the 

Peterson Premier's Council not legitimized the concept of multipartite policy making in Ontario. 

The Liberal initiative. in turn, benefited from the experience of the Davis Conservatives. in whîch 

bipartite (government and business interests) policy discussions were cornrnon. The NDP 

experiences with multipartite sectoral initiatives can perhaps best be seen as consistent with â 

comrnon policy tnjectory. that taken in total. represents a paradigrnatic shift. Rather than focusing 

on the failure of certain specific initiatives. one can look at modest successes. particulariy at the level 

of process. In sorne sectors, by the end of the NDP mandate. a broader understanding of shared 

interests and concerns had developed between previously antagonistic parties. Rather thm seeing 

the failure of the SPF to utilize its sntire S 150 million budget. one should perhaps view the budget 

itself as the 'carrot' that brought reluctant interests to the discussion table. 

While free trade and globalization are oftén portrayed as 'cnrmies of industrial policy.' the 

experience of the two governments snidied here suggests that is not a fair asssssrnent. Neither free 

trade nor general cconomic trends associated with globalization impedrd efforts to implemrnt the 

anticipatory industrial policies prepared by the LiberaIs and the NDP. 

Ironically. democratic electoral cycles may be the greatest enemy of anticipatory industrial 

policy in jurisdictions that lack either a strong-state tradition or widespread accrptance of state 

intervention in the economy. Reactive industrial policies utilizing ad hoc policy initiatives fit very 

well with the typical 4-5 year electoral cycle. reaping appropriate electoral benefits for those 

responsible for preventing the closure of a local industry. or for providing training subsidies for 

ernployees 'in transition' between jobs. Anticipatory industrial policies. on the other hand, are by 

nature long-tem undertakings. Three different political parties have governed Ontario in the lasr 



ten years. Wlat incentive is there for such governrnents to pursue long-tenn stntegies.? Perhaps 

only governrnents with v e q  stable coalitions of support (such as the Loughesd Conssrvatives in 

Alberta) can reasonably pursue long-term industriai policies. Jurisdictions with strong state 

traditions. particularly a suong bureaucratie presence (cg .  Japan 1. ma), be able to 'SU? the course' 

despits the vagariss of elsctions and government changes. but the Ontario bureaucnc>, is a long \va! 

from that level of perrnanency or power. 

.r\ltzrnatively. jurisdictions where the idrological variation betwten political parties is not 

exueme rnay be able to pursue poticy tnjectories that cumulativel~ have the cffect of precipitating 

third ordrr polic); change. M i l e  the Harris governmnt and irs -'Cornmon S r n x  Rrvolution" nasrcd 

no time disrnantling much of the apparatus of the NDP industrial polit),. a Liberal , =o~~crnmsnr 

probably would have retainrd much of the focus of the W P  approach. If policies under 

consideration have a reasonable chance of sur\-iving transitions of govemmnt. govemmnü mght 

be willing to pursue long-term policies despite not reaping short term electord knsfits. 

In order for provincial governmnrs to shape economic devslopmc-nt. the! must concentrate 

efforts on policies that meet the ne& of a global econom) and fit u-ithin the constitutional di\.iston 

of pouers. The smphasis of both the Psrerson and Rae p \ . emmnts  on education and training 

reflects a desire to dewlop suen_@ in areas of provincial cornpetence. Thcre is room for pro\-insial 

oovemments. particularl~. wdthier  provinces. to punue a more active role here. one that places its - 
citizsns and businesses in a bettsr position to sxcsl in the global econom!.. Given the importance 

of investmnt in h u m  resources. the ability of provincial governmsnts to shape economic 

development would clearly benefit from assumine exclusive control over dl related components. 

including education. training. and labour/employment. hother  advanrage of this focus is that it fiü 

wirh establishe. cultural expectations - Ontarians expect the provincial state to snsure excellence 

in education. Indeed. at the societal. political. administrative. and public administration Iz\.rls of 

culture. there is a consensus that the provinciai smte should foster the developmnt of hurnan 



resources. This consensus is critical to the success of any indusuid policy initiative. Former Clerk 

of the Priw Council. Gordon Osbaldeston. noted the importance of consensus: "1 think industrial 

stratea requires some kind of consensus if it is going to survive the afternoon's newspapers .... 1 

wasn't really anxious to go into the marsh into which a number of my predecessors dashed to 

disappear forever."' 

The success of radier industrial policy efforts in Ontario facilitated the development of the 

provincial economy into an advanced. sophisticated economy with suong rnanufacturing and sewice 

sectors. The irony of this is that the econorny has grown - both in size and complexity - beyond 

the point where the provincial state can play a decisive role in shaping its developrnent. A ?-cent 

decrease in the value of the Canadian dollar. vis a vis the Amencan dollar. does much more to 

strengthen the Ontario economy - by boosting the export sector -- than does anything within the 

powers of the Ministry of Economic Development and Tnde. This is consistent with Boeckelmm's 

assertion "that given the power of external economic forces. subnational efforts may only make a 

difference at the margin anyway."' Ironically. smaller. less complrx cconomies may be more 

amenable to provincial industrial interventions. One of the provinces that has had geatest success 

in shaping economic development through industrial policy over the past decade h a  bern New 

Brunswick. The wholehearted support of the Premier. Frank McKrnna. over the course of rui 

extended tenure as govemmcnt. has allowed New Brunswick to fornulate and implement 

development policies. Unfortunately. the stratrgirs useful to New Brunswick are not applicable to 

an economy such as Ontario's. 

The successful pursuit of sector-based policies by mes0 level govemments c e.g. provincia 

~overnrnents) depends to a large extent on the existence of a regional or provincial sense of idenrity 
C 

3 In W. Dodge (ed. ), Consultation and Consensus: A Ne,$. Era in Policy Forntulation 7 ( Ottawa: The 
Conference Board in Canada. December 1978). 75-76. cited in Richard French. Horr. Otta,r.a: 
Planning and Industrial Polie Making. 1968- I W O ,  (Toronto: Lorimer. 1980). 12 1. 

4 Keith Boeckelman, "Federal Systems in the Global Economy: Research Issues." in Publius. 26 ( 1996). 
9. 



The Peterson govemment took very tentative steps towards a realization of Ontario's capacity as a 

regionaI economy. The NDP government. led by David Wolfe in his capacity as Executive 

Coordinator of Econornic Policy. took much more decisive steps in this direction, spearheading the 

emphasis on sectors characteristic of the Sector Partnership Fund. and emphasizing spatiaüiocationai 

characteristics of innovative-growth fimis. The Rae government also fostered a sense of provincial 

identity in its campaign against federal government fiscal policies that discriminated against Ontario 

as one of the three wealthiest provinces. At a time when Ontario was facing annual budget deficits 

rxceeding $10 billion. the NDP govemment spoke up for Ontario's 'fair share' of federal funds. 

Whether either government successfully created a significant sense of provincial identity remains 

questionable but future efforts to sustain distinct provincial industrial policies should focus more on 

the fostering of a provincial identity among citizens, business interests, and the labour movement. 

This is even more critical when the delivery mechanism for policies is through consultative fora such 

as the sectoral associations created for the NDP's Sector Partnership Fund. 

Developing a sense of regional identity cornplernents another policy instrument that is 

increasingly relevant in the current political and economic atmosphere: information brokrrage. The 

creation of the Ontario Investment Service (OIS) by the NDP government plugged Ontario into the 

world, and vice versa. providing potential investors outside the province with a wealth of electronic 

information sumrnarizing the strengths of Ontario at the touch of a button. While prrhaps not a 

satisfactoty replacement for strategically located trade representatives. it  airned to stimulate 

investment in a cost effective rnanner. The mobility of capital requires that every possible advantagc 

be highlighted by jurisdictions hoping to attract. and keep, investment. Access to information on 

cornmunities in Ontario. for example. allowed OIS to ernphasize less tangible dimensions of Ontario 

such as quality of living. Information brokerage has the advantage of fitting appropriately with any 

type of industrial poiicy, and with virtually any ideological predisposition of govemment. It is this 

dimension that makes it particularly appropriate, since the concerns articulated above concerning 



continuity between political parties should be minimized. 

Another instrument of IP utilized by the NDP, and retained by the Harris government. is the 

trade envoy initiative. This initiative borrows from the logic of networking, and extrapolates it to 

the world stage. It also fits, albeit indirectly, with the notion that human resources are invaluable 

resources. By tapping into a network of well connected Ontarians. the government essentially 

operates an investment attraction service with no overhead. and no salaries. Similar initiatives 

linking hurnan expertise with industrial problems, particularIy among srnaIl and medium sized 

enterprises (SMEs), provide the government with exceptional value for money. increasingly a 

concern as jurisdictions focus on deficitldebt reduction. 

Notably, most of the policy areas identified above can be pursued in a relatively ad hoc fashion. 

There is no need to provide philosophical or ideological linkages between them. Indeed. it may be 

better not to. Given the prevailing business culture, broad-based anticipatory industrial policies face 

a huge hurdle simply because they are broad-based anticipatory industrial policies. Governrnents 

raise a11 sorts of red flags when they claim to know what is best for the economy in their jurisdiction. 

In that sense. a senes of industria! policy components may stand a greater chance of succeeding if 

they are not explicitly linked, but rather are presented as ad hoc initiatives with spccific. focused 

objectives. 

With the benefit of hindsight. one can more objectively assess the legacy of the Petenon and RX 

industrial policies. This requires a bnef examination of where the Harris Consemative government 

has taken industrial policy. If either the Liberals or the NDP had been succrssful in achieving third 

order policy change, it would have been no simple matter to erode the achievements made. Almost 

irnmediately upon taking office. the Harris government placed al1 MEDT programs 'under review.' 

Most of the program components of both the PCR and the IPF have been terminated. although 

because legal commitments had to be honoured. the death of many programs has been tortuously 

slow. The cornerstone of the IPF, the Sector Partnership Fund, was teminated. although several 



sectors continue to receive funding, honouring previous legal commitments. The Development 

Corporations, a key component of industrial policy for both the Liberals and the NDP. have been 

wound down. Most of the program components of the Technology Fund (renamed Technology 

Ontario under the NDP). also have been wound down. The notable exception has been the Centres 

of Excellence program. the cornerstone of the Peterson government's industrial policy, to which the 

Harris govemrnent has recently pledged continued support through the end of 200L5 

Predictably, program cuts have been accompanied by funding cuts. While the 1994195 Estimates 

showed the Ministry of Economic Developrnent and Trade with $597 million in funding (S458 

million operating, $139 million capital), 1996197 Estimates showed the expanded Ministry of 

Econornic Development, Trade, and Tourism with only $306 million in  funding ($285 million 

operating. $2 1 million capital), almost a 50% reduction." 

Although the rapidity with which Hams acted to dismantle the NDP industrial policy was 

striking, there remain remnants which have shown irnpressive staying power. Specificall y. some 

sectoral groups have continued to meet. This suggests there may have been adequate cultural change 

to sustain such bodies. To the extent that such multipartite bodies have survived, one can cIaim a 

degree of success for both the NDP's sectoral approach. specifically the SPF. and the Peterson 

government's Premier's Council. which legitimized muItiparti te decision-making in Ontario. 

Because third order change requires that cornmensurate change occur at societal. administrative. and 

political levels, progress towards such change is not easily eroded. Efforts to implement both the 

Liberal and NDP industrial policies required tentative steps towards third order change. As a result. 

lessons were leamed - particularly lessons about the importance of bureaucratic and political 

support -- which should well serve future provincial govemments inclined to pursue anticipatory 

industrial policies. 

5 David Crane, "Let's hear it for Centres of Excellence," Toronto Star, October 2 1 ,  1997. D2. 
6 Ontario, Ministry of Finance, Erpendinire Estiniates: 1994-95, Vol. I ,  (Toronto: Queen's Printer for 

Ontario, 1994), and Ontario, Ministry of Finance. Expendirure Esrimates: 1996-97, Vol. 1 ,  (Toronto: 
Queen's Printer for Ontario. 1996). 
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Appendix 1 : Sample Interview Request Letter 
7 I Pirie Drive 
Dundas. Ontario 
L9H 6x6 

[Date Code] 

1 am a Ph.D. student at Queen's University (1 have enclosed a letter of introduction from my supervisor. 
Professor Peter M. Leslie). I have received funding from the Social Sciences and Humaniues Research Council 
of Canada to study the formulation and implementation of industrial policy in Ontario during the Peterson and 
Rae years of governrnent. My primary objective is to explore the various constraints on the pursuit of such 
policies. with a particular focus on the role played by the Canadian federal system in shaping the abilit): of 
provincial governrnents to pursue developrnent suategies independent of. or in conflict with. federal policies. 

1 am currentty ernbarking on ri fairly extensive interview process. focusing on rhe process of policy-making. as 
well as the substance of emergent policies. I wiil be interviewhg provincial officials in key ministries and 
agencies. including the Ministry of Economic Deveiopment and Trade. and the Ministry of Finance. as well as 
agencies such as OTAB and the Premier's CounciI. 

Y our FIIELD(3) provides you with a perspective on Ontario's recent economic developmrn t policies which 
would be invaluable to rny ressarch efforts. 1 am thus very interested in speaking with you in the nsar future. 
I would. of course. consider the content of our discussion as confidential. and would use the results in such a 
way as to parantee your anonymity. if that is your preference. To permit a careful consideration of your 
responses. and to minirnize mistakes on my part. I hope p u  would dlow me to tape record the interview. This 
has become standard practice in studies of this nature. and 1 would be pleased to provide you with a copy of 
the uanscript if you wish. 1 would also be wilIing to proceed without the tape recorder. if  you prsfer- 

1 understand that ?ou have a busy schedule. 1 will be conducring the first round of intenieus durrng the psriod 
Jrinuary 9-34. 1 will telephone you durin? the week of January 2-6 to ses i f  you might be free for an intr.n.ieu 
during this penod. If you prefer to contact me. 1 can be reriched rit 905-627-3970. or by e-mail rit 

3djh9@qlink.queensu.ca. 

Thank you for your assistance. I look forward to meeting with 'ou. 

Douglas J. Hall 
Doctoral Candidate 



Appendix 2: Intemew Format and Methodology 

A generic set of questions are presented below. The questions were 'fine-tuned' for each interview 

to ensure the best possible fit between the questions asked and the experiences of the interviewees. 

Each subsequent interview could thus incorporate relevant information provided by previous 

interviewees. 1 was able, for example. to dnw to Bob Rae's attention that someone ad suggested he 

found the P F  'woolly,' and to ask him to clarify his opinion of the document and the industrial 

policy it contained. Methodolog;lcally, this interview strategy combines many of the strengths and 

weaknesses of both formal questionnaires and depth interviews.' Re1 ying on a highl y structured 

questionnaire would have artificially constrained the questions posed. disregarding both the potential 

for unique contributions from each interviewee, and the importance of being free to follow whatever 

tangential discussions emerged. Catherine Hakim notes that relatively unstructured persona1 

interviews typically yield a wealth of information: 

The great strength of qualitative research is the validin of the data obtained: individuals are 
interviewed in sufficient detail for the resuits to be taken as tme. correct. complete and 
believable reports of their views and experiences.' 

If each interview yields a complete report of the views and rxpenences of the individual being 

interviewed. the goal when detemining which individuals to interview should br to piece togrther 

enough 'pieces of the pie' to get a fui1 sense of 'the big picture.' 

Government of Ontario Telephone Directories provided vital information about what individuals 

were involved in either the formulation or implemrntation of industrial policies during each of the 

two mandates. Partial tables of organization wçre sketched for various stages of both govemments 

to determine which individuals played important roles. Sketches were prepared of the  career paths 

of individuals who appeared to fil1 pivota1 roles (e.g. Manager of Policy Coordination. Industnal and 

1 See Catherine Hakim, Research Design: Strategies and Choices in the Design of Social Researcii. 
(New York: Routledge, 1992). especially Chapter 3 ,  "Qualitative Research." for a discussion of the 
'depth interview'. 

2 Ibid.. 27. 



Technolog Policy Branch, Ministry of Econornic Development and Trade). Individuals who had 

served in a number of relevant roles over the course of the decade were most likely to be selected 

for interviews. As a general d e .  interviews were arranged to progress up the bureaucratic 

hierarchy, beginning at the Manager or Policy Advisor Ievel, working up through the Director level 

to the Assistant Deputy Minister (ADM) level. Standard format letters of introduction were prepared 

by my thesis supervisor and distributed to prospective interviewees dong with a letter appropriately 

tailored for each individual. Both for Iogistical reasons and in order to facilitate the hierarchical 

progression outlined above, prospective interviewees were targeted in three groupings of ten to 

twelve. with a few key interviews interspersed as opportunities presented themselves. 

In total. thirty-five (35) persona1 interviews were conducted. rit an average lsngth of one hour. 

Interviews ranged in length from fifteen minutes to over two hours. Some individuals were 

subsequently contacted by telephone for clarification of various points of information. Except in a 

few circumstances, interviews were tape recorded. This pemitted the use of direct quotations from 

the interviews. and freed the interviewer to engage interviewees in a more natural mariner.' Most 

interviews were subsequently transcribed, providing 'hard copies' from which quotations could be 

taken. Working from transcripts, it was much easier both to identify key statements from 

individuals, and to distinguish patterns developing across severaI interviews. The interviews 

were divided into a brief introductory section, distinct sections dealing with the Liberai years and 

the NDP years (with order depending on the involvernent of the interviewee in these two 

governments), and more general questions designed to invite respondents to more deeply probe their 

views on the issues raised by the research. Where individuals were not actively involved in the 

industrial policy field during one or the other of the mandates. their opinions were sought on the 

policies and actions of that govemment, although the full slate of questions was not presented. This 

3 Tape recording interviews can be 'sold' to the respondent as both a usefui way to ensure their intended 
message is accurately reflected, and as a valuabIe device for expediting the interview process. 



strategy was designed to reinforce the impression that the opinions of respondents were highly 

valued, while not infringing unduly on the time available for interview purposes. 

The interviews started with a brief synopsis of the general research project, including an 

explanation of the 'intellectual joumey' which guided the project. Respondents were then invited 

to place the work of their current organization in the Iarger context of the government's approach 

to econornic development. This allowed them to get comfortable discussing relatively 

straightforward subject matters, and establishing the importance of their work. Interpreting 

interview responses was often cornplicated. In one case. the respondent suggested that the 

irnplementation of the Liberal policy agenda was not constrained, but rather. that the policy agenda 

emerging from the Premier's Council itself was so weak that there was not much there to implement. 

By the time this individual was interviewed a pattern had been established based on previous 

interviews, indicating that a signifiant constraint on implementing the Peterson industrial policy had 

been the lack of cooperation by officials within the Ministry of Industry. Trade and Technology. 

The individual in question had occupied a key role in the 'policy shop' at M I T  under the Peterson 

govemment. Although this person's response suggests there may have been substantive problems 

with the policy agenda enunciated by the Premier's Council. it also fits quite nicrly with the 

established pattern suggesting a failure on the pan of the bureaucracy to embrace the PCR. 

The heavy emphasis of this research on personal interviews may invite controversy. The dangers 

of relying on interview research have been noted elsewhere. with suggestions that the self-interest 

of officials prevents the interviewer from gaining accurate information, or at the very least. 

preventing the researcher from king confident of the accuracy of information gathered. Protecting 

against such dangers requires a three-pronged strategy. The first prong. and probably the most 

important, requires that the interviewer be aware of the potential pitfalls, and to be intentionally on 

guard for signs of clearly biased responses. The second prong consists of pursuing similar lines of 

questioning with other respondents, to either corroborate or refute the evidence offered by previous 



respondents. Corrobonting evidence is particularly convincing when one has reason to believe that 

self-interest 'should' produce responses different from those given. Thus, evidence gathered from 

politicians, line department officials, and central agency officials rnight be expected to differ. 

reflecting their different perspectives and interests. Where the information offered by diverse 

sources 'fits' a pattern, that information cm be considered quite reliable. Where the information is 

contradictory, the challenge facing the interviewer is to discern which interpretation is most credible. 

Finally, the information gathered through interviews must be compared to other sources of 

available information. If. for exampie, respondents cite budgetary constraints as playing a major role 

in determining poticy responses. do the expenditure patterns bear this out? Do the actions of 

'program officials' correspond to the words and policy statements of 'policy officials?' Ln other 

words, does the empirical evidence support the evidence gathered through interviews? 

Inevitably. issues aise which complicate the issue of the reliability of evidence. For example. 

there were a number of instances where one individual who played a critical role in the unfoldine 

of Liberal anaor NDP industrial policies was closrly linked [e.g. by marriage] to another individual 

in the process. How does one, for example, weigh the validity of the statement of former Secretary 

of the [Peterson] Premier's Council. Helen Burstyn. that "they [the Peterson Council] had the best 

consultants." knowing that she mamed the primary consultant, David Pecaut of the Canada 

Consulting Group? This anecdotal example emphasizes a point critical to the research undertaken 

here. More important than the actual words of the interviewees, and the forma1 responses to 

questions posed, are the subtle nuances, the expressions, the implications, the suggestions. that the 

alert interviewer is able to pick up. Rather than arguing that the interview methodology employed 

here is 'scientifically rigorous,' 1 am instead suggesting that the interview approach used has 

revealed to me a number of unmistakable themes which can in tum be communicated to the reader. 



Introduction 

1. Tell me a little bit about the work of your Branch/Organization. and how it fits with the economic 
development policies of this govemment. 

Peterson Li berals 

1.  To what extent was the Premier's Council Repott (PCR) considered govemment policy after its 
release? How was it received at the political b e l ?  At the bureaucratic level? 

2. What efforts were made to adopt the philosophy of the PCR? [as distinct from its specific 
recomrnendations]? 

3. When you think of the genenl approach of the Liberal govemment to economic development. was 
the concept of an industrial strategy or industrial policy important to them? What initiatives 
demonstrate this conception? 

4. What factors placed the geatest constraints on efforts to pursue this general approach to industrial 
pol icy? 

5.  What 2 or 3 factors influenced most strongly the Liberal position on the Free Trade Agreement 
(FTA)? 

6. Did the Canada-US FTA have an impact on Ontario's approach to industrial policy/economic 
development? 

7. Did Peterson's strong support for national unity, evidenced by his role in the Meech Lake round 
of constitutional discussions, lead to restraint in the pursuit of economic development policies 
counter to those prevailing at the federal level? 

8. Did political considerations which accompany the normal electoral cycle affect the approach of 
the Liberal govemment to economic development? If so. how? 

9. When you think of the general approach to economic drvrlopmrnt in Ontario. what groups 
[interests, lobbies. etc] influenced this approac h the most? 

Rae New Democratic Party 

1. To what extent was the gmundwork of what became the lndustrial Policy Framework laid before 
the change of government? Did the change of government make a difference to the policy which 
ernerged? What would you suggest 1 look at to demonstrate this? 

2. What is the reIationship between the ongoing work of the Premier's Council and the 
implementation of the IPF? 

3. What obstacles have been most significant in constnining either the general approach of the NDP 
government to industrial policy, or more specifically, the irnpkmentation of the PF? 

4. To what extent have budgetary constraints dtered the government's approach to industrial policy? 



5. Have political considerations which accompany the normal electoral cycle affected the approach 
of the NDP government to economic development? If so. how? 

6 .  What 2 or 3 factors most influenced the NDP position on the North Amencan Free Trade 
Agreement (NAFïA)? What is the status of the government's opposition to the NAFTA? 

7. Has the existence of these tnde agreements altered the approach of this government to industrial 
policy in Ontario?. If so, how? 

8. Did the constitutional situation, specifically the period of debate leading up to the referendum on 
the Charlottetown Accord, play a role in restraining provincial economic developrnent initiatives 
running counter to those prevailing at the federal level? 

9. How has the nature of the NDP's relationship with business evolved over the course of their 
mandate? How do you account for this change? 

10. When you think of the general approach of the NDP govemment to economic development. 
which groups influenced them the most? 

I l .  Are there new policy ifiitiatives where the involvement of client groups is essential to their 
success? 

12. The NDP has created a number of corponte entities which rnjoy varying degrees of autonomy. 
I'm thinking here of the Onmrio Intenrational Trade Corporation, OTAB, and the three infrastructure 
corporations (roads. sewer and water. and real rstate.) 1s there a message that we should draw from 
this pattern? 

Ceneral 

1.  How often are you typically in contact with officiais at the federal level? Are there areas in 
which the two levels of govemment tend to work cooperatively? Alternatively. are there areas in 
which there tends to be conflict or tension? What is the source of such conflict? Has this 
relationship changed over the course of the decade? 

2. Does the provincial government have a role to play in shaping industrial development in Ontario 
as we move into the next century? What considerations determine the extent of that role? 

3. Is a provincial govemment able to play an active role in industrial policy whcn the fedrral 
govemment is comrnitted to the pursuit of a strategy based on continental free trade? What did the 
1993 federal election mean for industrial policy in Ontario? 

4. The Premier's Councils. both under Peterson and Rae. have provided a forum for rnulti-partite 
discussion. What are the prospects for the establishment of multi-partite boards with powers to take 
binding decisions in various i n d u s t d  sectors in Ontario? Who would be most opposed to the 
establishment of such boards? 



Appendix 3: Glossary of Terms/Acronyms 

ADM - 
CO 
CCELP - 
CCED - 
DM 
Finance - 
m A  - 
GATT - 
[PF 
MEDT - 
MIA - 
M m  - 
MMA - 
MTE - 
NAFTA - 
O 1s 
PCR - 
PO 
SPF 
Treasury - 
WTO 
TNCs 
JCPC 
NICs 
MNCs 
R&D 
RCEU 

W A I  
NDP 
GATS 
TEIGA 

OEP 

Assistant Deputy Minister 
Cabinet Oftice 
Cabinet Comrnittee on Economic and Labour Policy 
Cabinet Comrnittee on Economic Developrnent 
Deputy Minister 
Ministry of Finance 
Canaddünited States Free Trade Agreement 
General Agreement on Tanffs and Trade (Precursor to WTO) 
industrial Policy Framework 
Ministry of Economic Development and Trade 
Ministry of Intergovernmental Affairs 
Ministry of Industry, Trade and Technology (Precursor to MEDT) 
Ministry of Municipal Affairs 
Ministry of Treasury and Economics (Precursor to Ministry of Finance) 
North American Free Trade Agreement 
Ontario Investment Service 
Premier's Cou~cil  Report 
Premier's Office 
Sector Partnership Fund 
Ministry of Treasury and Econornics 
World Trade Organization 
Transnational Corporations 
Judicial Cornmittee of the Privy Council 
Newly Industrialized Countries 
Multinational Corporations 
Research and Development 
Royal Commission on the Economic Union and Development Prospects for Canada 
(The Macdonald Commission 
United States [of America] 
New Democratic Party 
General Agreement on Trade in Services 
Ministry of Treasury, Economics. and Intergovernmental Affairs ( precursor to MTE 
and MIA 
Office of Economic Policy [central agency economic planning office in TEIGA. 
MTE, and Finance] 



Appendix 4: Liberal Industrial Policy Structure 

" Peterson industrial Policy Stmcture" 
,' . 

Premier's Office (PO) 
David Peterson 7 

Premier Premier's Council 
- 

Cabinet Offlce (CO) 
Peter Barnes 

David Peterson 
Chair 

Secretary to Cabinet Patrick LaveIle - - Secretary 

Central Agencies 

Line Ministries 
Ministry of Treasury. .. 

/ --. 
and Ëconomics 

(Treasury ) 

,- 

Ministry of Industry. 
Trade and Technolog - - 

Robert Nixon (MITT) 
Treasurer ~Monte Kwinter 

Minister 
Patrick Lavelle 
Deputy Minister 

(1986-1988) 

. - - - - . 
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Appendix 5: M)P Industriai Policy Structure 

"Rae Industrial Policy Structure" 

Premier's Office (PO) 
Bob Rae 
Premier Premier's Council 

/ 

,'- 

Cabinet Office (CO) 
David A, =new 

Secretary to Cabinet 

Bob Rae 
Chair 

Tom Brzustowski 
Secretary 

Central Agencies 
k 

r Line Ministries 
.Min i s t~  of Finance 

Floyd Laughren ,Ministry of Economic 
~eveloprnent and Trade 

( -MEDT 
Ed Philip ('90-'92) 

Frances Lankin ('92-'95 i 

Peter Barnes 
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Appendix 6: Premier's Council Recommendations' 

Recommendation l 
An Ontario Recapitalization Plan should be established to attract investors to indigenous rnid-size 
exporting companies going to public markets to raise new capital. 

Recommendation 2 
Ontario should put in place a sound industrial restmcturing process focused on the u-aded sectors. 
requiring the active investment of business. labour. and govemment. and aimed at achieving timely 
and workable restmcturing actions. 

Recommendation 3 
The Premier's Council should examine the labour adjustment issues of restmcturing in Ontario's 
core industries and work with the government to develop a comprehensive approach to meeting the 
adjustment needs of workers in these industries. 

Recornmendation 4 
The govemment of Ontario should initiate a full examination of the potentid benefits of encouragin_o 
broader worker ownership in Ontario companies. 

Recommendation 5 
The Ontario Govemrnent should institute a specid tac incentive for incremental R&D expenditures 
above a company's three-year rolling average of R&D perfonned in Ontario. 

Recommendation 6 
A strategic approach to procurement should be adopted throughout the Ontario ~overnment. 
including Ontario Hydro. Such an approach should include three initiatiires: 

A Strategic Procurement Committee to lx composed of independent business. acadsmic. 
and labour leaders. as well as senior governrnent representatives to Iead the initiative. 
A health Care Procurement Commissioner to focus on pulling togethsr Ontario's 
substantial buying power in the hralth cari: field to assist in the dsvrloprnent of Canadian 
medical cquipment and pharmacrutical firrns. and in rittracting foreign multinationals to 
carry out R&D and locate manufacturing facilitiss in the province. 
An Enabling R&D Contnct Fund which. under the direction of the Strategic Procurement 
Cornmittee. would receive proposals from al arms of the Ontario pernment and provide 
a means for developing cornpetitive Ontario suppl iers by awarding small devclopmental 
contracts pnor to tendering major contracts. 

Recommendation 7 
The Govemrnent should create an Ontario Risk Sharing Fund to provide conditionally reirnbursable 
matching loans to successful. established exporting companies for invcstments in neu- product 
development. prototype placement in export markets. and the establishment of new marketing offices 
outside North Arnerica. 

Recommendation 8 
The Government should accelerate the refocusing of the Ontario Devsloprnent Corporations accorinp 

4 Ontario. Compering in rize New Global Economy. 15-33. 
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to the cornpetitive priorities identified in this report. 

Recommendation 9 
The Government should provide tax incentives for invesrments in a special class of eariy venture 
capital hnds. 

Recommendation 10 
The Ontario govemment should offer investors in the initial public offerings of Ontano companies 
in traded sectors a tax incentive significantly abovs the base level mx credir or deduction offered 
under the Ontario Recapitalization Incent ive Plan descnbed in Recornmendation 1 .  

Recommendation 1 1 
Gowrnment should involve the private sector more effectively in university and gocemmrnt 
rexarch and ensure rhar industrial priorities play a much more irnponant role in ~ i d i n g  such 
researc h. 

Recommendation 12 
Ontario should establish a Technical Personnel Assistance Program to encourage srnall- and 
medium-sized fimis to accelerate their h i h g  of R&D. engineering and othcr technical personnel. 

Recommendation 13 
The Premier's Council should work with appropriate areas of gowrnrnent to develop a 
comprehensive people strategv that will address vital cducation. training. and labour market polit) 
issues as an in teGd part of the nzxt agenda- 

Recommendation 14 
The Ontario Excellence Awards should be created to give recopition to individuais for their sprciai 
contributions to making a berter economic Future for the pople of the province. 
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