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iii
ABSTRACT
The thesis is a case study in policy\deM@tiQh,
specifically the developments in satellyVs policy leading
to the Telesat-TCTS decision by the Fed@?&l Cabinet which
had overturned the ruling of the regulalqty sgency, the
Canadian Radio-Television and Telecommuyhitcations Commission.

A

The thesis pfbposes that polidy should &Q viewed as a N

process, as the series of decisions and nAA~decisions
taken on an issue. The process represefha policy~in-
development and represents its effectivA Aafinition.
Poliéy ié therefore fluid and changing, prAsponding to
different pressures within and outside A4f govarnment in
different locuses of its formation. ThA £nasis suggests
that this process be viewed within the Prpader framework

of government—indus%ry relations.

An analytic framework is developed t0~ef@wiﬂa,the‘pdlicy
process. The explanatory inquiry examingyg vn@ history

of satellite policy through an analysis yy¢ the events

and attendant négotiatibns surrounding ﬂhé'yateliite issue.
The analysis includes iocating the proceyy Within_an -

historical context of national policy devyyious.

The data organized within this framework Ibgludes the

examination of government documentéldnd Yeybartmental

7



’ iv
research, equorate reports, .interview information‘4 S
and the information gained through working experience

at the CRTC during the hearing and decision-making period.

From this examination fhé thesis>suggests that the Cabinet
decision can be explained as the outcome of a‘long process
of on-going negotiations, a negotiation process which

is central to politicai—economic policy formation.
Satellite policy négoti;tions ﬁave3a spgcific’charactef

in view of the context of sﬁate;corporate relations.
Decisions "in the national;interegt” as in the Cabinet
decision on the Telesat issue, h?ve an historical specificity
but their logical consistency l;gs in the effective
systemic bias they represent. |

The discrepancy of opiﬁion in the QQEisions of the CRTC
and Cabinet can also be accounted for. Each represented

different forums for poliéy formatioh; each forum having

a differentvhistorical relationship to industry and

>

consequently a different prioritization of criteria in’

its assessments.

R
—

From the contextual‘framework provided for an analysis
of the decision, it appears that Cabinet's decision is
the expectable consequence and the CRTC's position is

the aberration. -



TABLE OF CONTENTS

APPROVAL
ABSTRACT /

PART ONE - SCOPE AND METHOD /

CHAPTER ONE - DQéINING THE PROBiEM : .

FOOTNOTE

- CHAPTER

Decisfons to establisb a Satellite System
The Advantages of Satellites
The ¢reation of Telesat Canada

i. Financing f
ii. [ Hardware
i1ii{ Usage of the System

Proposal to Join" TCTS
Regulatory ~Process !/
S AND REFERENCES

<

TW

- DEVELOPING A FRAMEWORK FOR ANALYSISV

1. CONSI%ERING COMPONENTS OF POLICY STUDY RELEVANT TO AN

EXPLANATORY INQUIRY
2. FRAMEWORK FOR ANALYSIS
FOOTNOTES AND REFERENCES

PART TWO - ELEMENTS OF POLICY

B

CHAPTER

THREE - THE PARTICiPANTS ~ INSTITUTIONAL
ARRANGEMENTS

1. INDUSTRY AND MARKET STRUCTURE

a.

The Telecommunications Carrier
i. CN/CPT
ii. Telephone Companies
Bell Canada
British Columbia Telephone
: Others
iii. TCTS 4

Manufacturing Sector ~ The Telecom Equipment and

Aerospace Industry

-1, Manufacturing Companies

Northern Electric

R.C.A. Canada

The deHavilland Alrcraft Company
Canadair R
Bristol Aerospace

=5

-~

© 18
19

31
41

43

43

43
43
46
48
48
49
50
50

52

55
55

57

58
59
93

émiﬁwﬁ },jxy;;zjq_iﬁ;«zma LNES



vi

2. GOVERNMENT ORGANIZATIONAL STRUCTUﬁE

a.

Executive~Bureaucratic Arena

i. . Cabinet .

ii. The Prime Minister's Office and Privy Council -
Office )

iii. The Department of Finance the the Treasury
Board

Key Government Departments 1n the Pollcy Issue of

Satellites :

i. Industry, Trade and Commerce

ii. Transport -~ Communications

iii. The Department of Consumer and Corporate
Affairs

Other Organs and Channels

“i. Science Policy Organs

ii. Administrative Channels
.White Papers
Task Forces

FOOTNOTES AND REFERENCES

CHAPTER FOUR - CONTEXT

1. SETTING THE STAGE

‘a.
b.
C.
d.

Hardware

Usage - Implications
Developmental Efforts
Contributing Concerns

2. SETTING THE POLICY PROCESS IN MOTION

a.

Staklng Claims
i. Private Interests
ii. Internal Influences

FOQTNOTES AND REFERNCES

CHAPTER FIVE - STAGES OF‘DECISION—MAKING

~

1. FORMULATION

a.

Statement of Intent - A Policy Proposal
i. National Objects as System Objectives
Northern Development
Scientific and Industrial Progress
Scarce Resource |
National Unity
ii. The Proposed Entity
Recommendations for Action -
i. The Tripartite Arrangement
ii. Usage Relationship
iii. Corporate Objectives

2. IMPLEMENTATION N

a.

Legislative Process

'Page

59
60
61
64

64
67

69
71
73

74
74
78
79
80
82

89

89
89
91
95
99
.101 -
102 -
103
107
114

117

117 -
117
118
118
119
121
122
123
126
128
129
131
135
135



vii

1. The Telesat Canada Act
ii. Government Explanation
Ownership Financing
Corporate Objective
Purpose
iii. Political Opposition
iv. Carriers' Response
b. National Objectives and System Performance
i. Industry Benefits
ii. ©Northern Service, Northern Development
iii. National Unity and Identity
c. Telesat Corporate History
i. Financing
ii. Hardware 2
iii. Usage
iv. Operational Constraints
V. Merger - The Proposed Solution

3. REGULATION

a. The Regulatory Arena - A New Forum

i. Previous Responsibility for Satellites
ii. A New Adjudlcator
The CRTC

The Proceedings
iii. The Participants '
b.. The Issue: Debate of the Proposed Agreement -
A Summary of the Arguments Presented
i. Development of Satellite Technology
ii. Financial Considerations
iii. Economic Considerations
iv. Integrated Network Planning

V. Implications for Competition
vi. Regulatory Implications
- ¢. The Decision
i. The Commission's Deliberations
Guidelines
Evaluation

Jurisdiction and Conclu51ons
. An Assessment
ii. Response .
The Contending Parties
Government )
- An Opinion
- The Cabinet Decision
iii. Attempts to Explain
FOCOTNOTES AND REFERENCES



viii

PART THREE - AN EXPLANATION

CHAPTER SIX - AN HISTORICAL RATIONALE

1. SIGNIFICANT FEATURES OF GOVERNMENT-INDUSTRY RELATIONS

a.

Characteristics of the National Economic Structure

i. Political Significance of Economic
Characteristics

ii. Patterns of Control

: Who Holds the Power?

The Wielding of Power

iii. Structural Implications

National Policy: The Venue of Expression for

Economic and Political Interdependence

i. A Tool of Nation-Building

1ii. Post-Confederation Efforts

iii. Post-War Efforts _

iv. Contemporary Directions - "An Industrial
Strategy”

Intérpretations of the Role of the State

i. Pluralist and Liberal Democratic Theories

ii. Rise of Corporatism

iii.” Partnership or Collaborationist Approach

2. REGULATORY ENVIRONMENT

a.

[oN)

e.

Assumptlons Regarding the Role of Regulation
i. In the Market System -
ii. In the Political System
iii. An Approach to Regulatory Assessment
Measuring Effectiveness
Examining the Development of a Relationship
Basis for Regulating Telecommunications
Regulatory Applications in the Case of Bell
Canada
i. Rise to Dominance
ii. Board Decisions :
Formation of Monopoly Status
Exclusive Contracts
Interconnection ]
Rates ’ -
iii. Interpretations and Implications
Monopoly Status
Jurisdiction and Rulings
Congruent Interests and the National Interest
i. A "Chosen Instrument”
ii. Procedural Institutionalization - The
Formation of a Perceptual Bias
iii. Public Interest and the National Interest
Summary

FOOTNOTES AND REFERENCES

CHAPTER SEVEN - SUMMARY ANALYSIS AND CONCLUDING COMMENTS

SELBETED BEBLIOGRAPHY

251

251
253
254

255
257
258
260
263

263
265
269
273

275
276
281
285
291
292
293
298
300
300
302
303
308

309
314
316
317
318
319
321
321
324
328
329
331

337
340
344
358

372



PART ONE - SCOPE AND METHOD

CHAPTER ONE - DEFINING‘THE PROBLEM
,l' INTRODUCING THE PROBLVEM: A DECISION OF POLICY
In 1968 the Canadian governméﬁt decided to proceed‘with
‘the implementation of ardomesticssatéllité system.;
_Telesat Canada, the corporate entity'created to~assume
the responsibility,>is a public—private venture between
_the Government of Canada ‘and the telecommunications
carriers. Although Telesat's satellite system could
operate as a competitor to land-based te%ecommunica;ions
carrier systems, -its operation thus far has provided
supplemental rather than caﬁpetitive services.
In 1976 ‘Telesat and the ﬁajor telephone companies
prepared to enter inﬁo a contradt by which the satellite
company would join the Trans-Canada Telephone,System:
The proposed agreément required regulatory approval,
but the Canadian Radio-Television and Teieébmmunications /“
Commission turned. down the application.2 The dabinet
decision of November l977-regarding jelesat Canada
overturned the ruling of the CRTC, thereby ailowing
Telasat's mambersﬁip,in the TCTS, the association of -

major telephone coﬁpanies,3‘f ’ ) - )



“This "bold political move"4 by Cabinet holds certain : .

implications for.telecommunications1policy and'theﬁf

4
P
«

4 -
& .
®

regulatory policy process. Firstly, the'telepnoneﬂfll
companies have extended'their monopoly‘power to include o ‘.
a potentially competitive tecnnology:‘ Secondly, the j o Ny
regulatory brocess, by virtue of the Cabinet deoision ‘
overturning the decision of the "independent" agency, ‘ N\
‘suggests that powerful interest groups have found oney _ N L
organ of government ‘more responsive than'another. o
EE ' . : c ; i " Q
Explanations of the Telesat—TCTS decisions -have tended . .

om

to centre on the action of Cabinet in relation to the

regulatory process. The decisions seem to have been
» . . Y

considered in terms of an assessment of the relative

authority of Cabinet re5ponsibility yisea—vzs~that of
‘the regulatory agency in -policy jurisdiction | For exanplé, - T
it has been suggested that policy should be the political !
brerogative‘of;elected offiCials, such tnat‘regulatory‘(
agenéiesrshould act within specific guidelines. Those’ - o
‘who argue on this‘basis would likely see the oiscrepanoy | |
of opinion in the Telesaf'issue as a consequence of R
the ill-defined role of the independent'agencyiin",,‘, ‘oi' -fj‘;, -
relation to Cabinet—responsibility and politicali ) gfkkt . *~,7?
accountability.5 .Tne deoision by_Cabinet'was considered_ . ' 5' N

= £ "1

by some as the appropriate assegtion of political



VS

'traditioh.g
B »

S

jurlsdlctlon over the 1ndependent agency process.6 It

4 5

was therefore’ con51dered a “bold polltlcal move" to

%eﬁpollt1c1ze pollcy reSpOnSlblllty by the approprlate

7' ’ oo ’ ¢ 4
,authorlty O o B

.2 A
e

From a different perspective of the appropriate~rolesA

"of ‘the -regulatory agency and political authority, it has-

= . T

’beenfSuggested that Cabinet's iﬁterVeﬁEion in effect

Ve

eomprOmiSe@ﬁthe eredibility'of the'regulatory process
by'unaerminidg“the "independence" of the agency. For

example, the,Consumer Association of Canada had argued

against Cabihet“s hearing of the appeal, stating:

1f the Governor in-council proceeds with

: CQHSLderatlon of the present petltlon then

'~ the public's confidence in it'as an appellate-
rbody will be seriously undermined;
furthermore it will undermine to an equal
degree the public's confidence in the
independence of the regulatory process." 8

remarked that Cabinet's action was "mostfirregular and

emgargassing",;édding that it broke with long-standing

. .
In both cases opinions of the decision 'were argued on

the basis of the proper role of the independent agency

in relation to goveramental authority.. Such opinions

attempt to assess the consequences of the different

As a,result of Cabinet's decision,*the_ConsﬁmerzAschiation

Lt ettt



decisions but without offering an explénation for why

the CRTC differed from7Cabinet in their assessment of

the issue.

.

Press cOmﬁéBEary on Cabinet's overtruling of the CRTC

sugéests that:

.- it reflects the on-going internal power stru%gie
between the Minister of{Communicatiéns (and her
Departmént)~and the regulatory agency over jurisdiction

for policy matters;Aéhd7or

L - 4

- powerful interest group pressures managed to obtain

beneficial results; those being the extension of

monopol§ powefs held by the telephone .companies -

<4

(particulafly Bell Canada) in the telecommunications

sector .10

With respect to the suggestion of én internal power
struggle, the Minister (Hont J.‘Sauve) hés clearlf been
acting on many recent issues in opposition to CRTC
positiops, and appeared to be attempting to usurp policy

decisions from the agency.ll (The impending Telecommunications
t

Bill C-43 would legislate policy jurisdiction to

12

departmental authority.) The Minister's advocation

of support for the Telesat~TCTS agreement can be seen

as a further attempt to consolidate her position that

policy decisions belong in the political arena.l3 But

~



the Minister did not have the power to reyverse the
agency's decision and her justifications for seeking a

reversal have been supported by Cabinet approval.

In regard to the suggéstion that interest group pressures
precipitated the resultlng dec151on, such an expladation

would have to account for why one organ of government

L

was more responsive than another. Interest group pressures
generally are accounted for at the agency level in terms
“of a hcapture thesis" of'agency cooptation by the

requlated industry. In the case of the Telesat decision,
however, it was the agency which ruled against the more
powerful interest bloc. It is Cabinetfs "acéountabiiity"

which must be guestioned.

In considering aﬁ~explanation of the decision, it should

be noted that in response to the Cabinet's decision, . Ce T

Mme Sauve‘%Minister of DOC) had qualified the government's
position onAthe grounds that "the action just taken was
dictated by broad issues of public policy which lie

beYond the reasonable purview of the CRTC".14 Cabinet

-
8
- N
had had to view the matter in broader national terms. ‘
The Minister's assessment holds significant implications

for understanding the Cabinet's decision.

il



2. PROPOSAL FOR RESEARCH: POLICY AS PROCESS

I would suggest that propositions for an explanation:

of the decisions on the Telesat issue have been ill-:

framed for the purposes of understénding the basis for

a discrepancy of opinion between Cabinet and the CRTC

and its implications for analysis of the policy precess.

A more productive understanding of the decisions_may

emerge from a study of the history and context in which
4

decisions like Telesat can be seen to be made.

Certainly the factors in the ;£o§e explanations influenced
Cébinet‘s decisiop, but the explanations dré directed

at the extrapolation of a consequence of a series of
events. The decision has been viewed in isolation of

its determinents. The premise of this thesis‘is that the
Teiesat decisions should be viewed in conjunction withi

the sequence of past decisions taken on issues'relatingu

to satgllites. I pfopose to view these events and the

attendant negbtiations_as répresenting,the process of | a

- ..

defining satellite policy. .

I will argue that the events and decisions which have
R :

defined satellite policy developed in a variety of policy

forums, according to different cri;efia,«at different

periods of time. -Within the process of policy formation

constraints were imposed upon the corporate entity



o

responsible for commercial satellite developments

which led to the eventual merger proposal. The proposed.
agreement between Telesat and TCTS represented the
reSolution of the imposed problematic conditionsi Yet,
at each stage in satellite policy develogéents, the
government-position had been presented in the "national "
interest". A clearer understanding of the term "natjonai
interest" .as.a rationale for governmentApolrcies Qill.'
emerge‘from the analysis of'its ﬁsage in a?Variety.of .
}nsta@éesﬂwﬁich seek to idehtify the interests it preﬁetes

or defends.

Vs

The theSis‘proposes thaf the developments in satellite

'po;icy should be qpnsidered within the‘broader framework"

P

of‘political—economic relatiens.~ An hlstorlcal analysas‘

'of the regulatory env1renment and the state corpora%e

yrelatlonshlps w111 provr@e a. contextual reference for

the cons1deratlon of crlterla presented for dec1s1ons
based on the natlonal interest. A study of the hlstorical
relations will also prov1dela cqntext‘for the location

and mapﬁing of specific interest. groups that have actdd

in satellite policy. T

= b

It is proposed that v1ew1ng the series of dec1s1ons on
' : .

‘satellite issues within this framework wilLJRrovfae'é

A

.

_‘/ .



useful means for:accounting for the'Cébiﬁét's action and
that of the regulatory aééncy; the CRTC. ,it is'SﬁggeSted
that the priorifies in Cabinet's critéfia'fdf‘its‘i»
decisibn’may appear to be consiétént With ££é éffec#iveﬁ
historical thrust of ?hatiéhai'poliq;es"*énd that the
CRTé's pfioritizatiqn<of criteria may be seen és the
aberration; a position taken which‘attempted at least in

part to test its own legitimécy‘és a decision—méking Bodx.

e

In the attempt to understand the decision on the Telésat-

TCTS agreément, the thesisvis a case study'inrpolicyﬁdevelgpment;‘

The framework for the explahé%ory in@p;ry will proqeedethrouqh

At

an examination of the elements of the satellite policy
story to an historical rationale and expianation.-

= “As a prelude~to the examination of satellite policy, a
brief Summary of its significant events will'be‘presentéd

to introduce the issues under study.~”

3. SUMMARY OF EVENTS REPRESENTING POLICY

a. Decision to Establish a Satellite System

.o

~In 1968 the Federal Government annopunced a policy pfbboséi

* ”~ “n

for the introduction of satellites for communication

services in Canada. The proposal came in the form of

&

a White Paper entitled: A Domestic Satellite Communication

<



R

teohnoiogy was. expectedvto fulfill. These were:

“market in southern Canada. The criteria established

System for'Canada, and was based on the findings ofrthe

task force which-had been commissioned a year earlier.

- .- .

The=document'prom9ted the‘application of satellite

technology for communication services in Canada, .and

,identified three areas of national need which the new

-supplylng broadcastlng services ;n both French and Engllsh

to any lent in Canada, supplylng telepnone and telev151on e -
»servioe.to.the.yogxh; and suPpiemenEIngftﬁe@provision of ,17 «m;i
telecommunication_eervices in the;expandiné east-west ,
by theQWhite Paper for the‘impiementation of a domestic
satellite system were: that the system was to be a

national undertaklng,.operatlng under the ]urlsdlctlon

of the government of Canada; that the earth and space

segment of’thevsatelliteasystem would,constitute a

51ngle system under one management~ and that the new

entlty was to have a corporate form. The Whlte Paper

-
A

stated the government s conclusron that the development

of a satelllte system for Canada was an item of priority,

"of Vltal 1mportance for the growth prosperlty,and
15 | ”

5unity of Canada"." T ’ - -

Ed
B

The decision to establish a domestio satellite communications -

system was influenced by a number of factors. Canada's

> .- : ' 2
. N - B - - A




- 10 -

e

scientific community had demonstrated a capability

o z -

in the development of the technology used in earlier

'sﬁace pEbgfams undertaken in conjunction with the -

United States. ~ The northern regions had becomé.an area

e

of intense speculation for resource extraction industries
and telecommunications sérvices were considered an

essential infrastrugture_towthe establishment of the

Tos =h -

:'economic base. = The concept of the "dual nation" heritage

- PN

as a means oﬁ‘promoting natibnal ﬁnity‘and national
identity inrthe'face of a growing awareness of the. ~
in¢re§sing Amér%qan economic and‘éultural penetration
and citil anrest in Quebedfféas also an'issue of the
 time} Satellite technoloﬁy was heralded as a means of.

‘meeting these social, economic and political challenges.

k.

b. The Advantages of Satellites /
Satellite technology stimulated such optimism because of
" ~
s ' . . . . /
its unigue characteristics. 1In its-simplest form, a Lo

satellite system for communications consists of a -

o e

satellite or station in orbit and at léast two ground

stations, In the transmission -process, signals are beamed
at the space segment which receives and amplifies, then
transmits the signals back to earth. This type of

system-is ‘able to avoid certaip limitations inherent in

land-based systems. The system characteristics were

-

[
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chSidered the most economical means of providing

T oaame e
telecommunication services.throughout- Canada.
= S | |

- ®

c. The Creation of Telesat CéhadaV B

P

FbllpwingvfrOmA$hefWhite'Paper a Bill was intr&duced in :
"the House of Commons propésing an entity to establish,;
o ) I S : ' : N
own and operate Canada's domestic. satellite communications

system. - In 1969 Parliament passed legislation'creating‘
the Telesat Canada Corporatiéﬁ. Its primary objective

-was to "establish satellite-telecommunication systems;

providing on a commercial basis telecommunication serV1ces",§

for Canada. Telesat is not a Crown corporatiorn, but

o ' .
rather the shared initiative of public and private

™~
[y

enterprise. o . D B , ' {’. .
Thé management of thé corpération's affairs, by its

board .of directors whose composition was intended to
reflect Fhe anticipated tripartite'ownershib and voting
Struéture, is controlled by eleven boérd members of which‘
five are designated government representatives, five

are eiéctqd by the»meﬁZér!carriers, ané the remaining

one is the president of the corporation, the one public‘
shareholder. ' As a corporation, Telesat Canada has man?

of the same powers as any>corporatién under ‘the Canadian

Corporations Act, save for a few exceptions respecting

E2
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the government's role and the limits of its authority

in the affairsigisthe corporation.. =

= e

i. Financing
Telesat's initial financing was through the issuance of =
six million and one common.shares without par value

= it

at teﬁ'dollars; subscribeduto bytthe‘feaeral'goVernment
Aand the telecomﬁunications cérriers,ﬂeaéh ﬁroviding ’
'ﬁhirty million dollars:. To date the balance of Telesat's
finéﬁéial'requirements»have been realized through -
short-term loans arranged with the government of Canadaff

All loans have been repaid and Telesat has no outstanding

debt.

ii. Hardware

Telesat Canada launched its first satellite in»November
1972 and commenced commercial operations on January 31,
1973. Canada was the first nation in the world to
establish a geo—stétionary domestic satéllite service.
Within Telesat's five yeafs of opération (1973-1977)
three satellites have been successfully launched. A

fourth was planned for 1978-79.

iii. Usage of the System
Since the beginning of Telesat's operations, services

-
\v



and facilities.provided ﬁéve been leased for message and
broadcasting services by the Trans Canada Telephope
Syétem, Canadian National/Canadian ?écific Telecémmﬁnications,
Bell Canada, Teleglobe Canada and the Canadian
BroadcastingvCorpof;tioni ~Based on the capacityravéilable
on the system, satellite services have‘noﬁ‘been fully
utilized;'éhannel capacity has exceeded demand. Telesat
has retained ownership'of its earth statiohs and has
followed a practice of leasing only whole radio frequency
4&hannels. These aspects have been criticized as
restricting Telesat's profitability by placing it in

the role of a wholesaler or carrier's carrier. Potential

users consider that a change in these policies would

e
-

decrease costs and increase demand. !

_

d. Proposal to Join TCTS

By 1976 Telesat was faced with the impending expiration

of the original contracts for usage and the further need

to secure capitgl necéssary to proceed with the development
of the next generation of satellites. Because usage
remained below the system's capacity, the costs per

channel continued to be relatively expensive and contract
renéwals were not guaranteed. Further, the requirements
for finaﬁcing of the newest satellite were expected to -

exceed the government limit for loans available to Telesat

and the Trans Canada Telephone System, the result of which
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was the‘proposai for membership of Telesat in the-

association of the telephone companies.- J/

The proposedragreeﬁént was submitted to”the Minister of
'Cémmunicationé for Cabinet approval.in the fall of 1976,.
The Ministér responded that the‘government was favourable
‘ i
to the membership propé;él subject to some considerations.
Telesat acknowledged that the conditions had been met,
and the Telesat-TCTS agreement proceeded to ratification
by both parties, to be effective January 1, 1977. 1In
5ecember; Telesat Canada was informed 6f its obligation
to have the agreement submitted to the regulatory agency,
the CRTC, for approval.

=

e. Regulatory Process

Tﬂe ’BTC, which had recently acquiredrjurisdiction over
the telecommunications sector, issued notice of 'a public
hearing to éénsider the ramifications of the proposed
Telesat-TCTSmagreément and invited pﬁblic interventions.
A lengthy hearing ensued in which evidence and witnesses
in support of the arguments for the applicants and the
intervenors were heard. ’ |

-
After careful consideration, the CRTC denied approval of
the agreement between Telesat and TCTS on the ground

that it would not be in the public interest.l7



. o
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v
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The applicants appeéled the decision to the Minister

for Cabinet consideration and the Cabinet reversed the

18

decision of the Commission. The agreement became

effective fegrbactivevtO'January 1, 1977 and Telesat

Canada is now a member of the association of telephone

~ -

companies represent@%\in TCTS. ) ' .

o

e
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CHAPTER TWO - DEVELOPING A FRAMEWORK
' FOR POLICY ANALYSIS

A variety of approaches have been developed to analyse
public policy. The methodologies used are likely to be-
specifically tied to the objectives for studying policy.
Often, for example, policy study has been descriptive
of institutions or actors as én outgrowth of the growing
discipline of public administration.' Other policy
-studies have been analytic in the technicalrsense; t%ey
seek to provide an improved means of prescriptive
assessments of choices or alternatives. Only to a lesser
extent has the emphasis been on an explanation of policy
as a study in political science.- In the latter case,

the difference in objectives requires a suitablé

methodological approach.
P

)
Viewing the analysis as the attempt to explain a specific

‘case of policy developrment in relation to a broader
framework 6? political-economic relations, "requires

the concommitant development of an analytic framework

I wish to suggest a general framework drawing from various
approaches to pblicy study which, when combined, provide,/
a methodological approach for the Specific study of ai
policy process, allowing policy to be viewed within

its broader political context.



Although the respective methodologies of the two e .
predominant streams of policy study - the prescriptionist

assessment of options and the descriptive analysis of

- ﬁ.’ : .
institutions or administrative processes -~ address o
different questions than this inquiry proposes, since

their influence is at the mainstream of policy study,

their contributions will be considered for assessing _ -

,§heArelevant factors an explanatory ingquiry would address.

l. CONSIDERING COMPONENTS OF PéLICY STUDY

RELEVANT TO AN EXPLANATORY INQUIRY
Ripley offers a distinction between policy analygis and
policy theory, defining the formef as that which seeks P
to advise on choosing alternatives and the latter on
the explanation of why certain alterantives are chosen
over others.l From this basis "policy analysis" would
then be concerned with technical gquestions relevant
to public administration, and "policy theory" the
subjéft of political science. Essentially one is o
accepting the assumptions and constraints in'ﬁhich'the 5;5
policy questions arise and attempting to improve the
process of policy—makiﬁg either quantitatively or
gualitatively. It is basically pragmatic and concerned
with working out solutions. The other is quéstioning

the nature of the process itself, the assumptions and

the constraints, and may not be useful for determining

gl
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recommendations,ufor'it'leads backwards and %nwards S

on the ratlonale that the’ 1n31ghts 1t may pronde

are useful to addre551ng broader ﬁuestlons of polltlcal

theories. This study falls in the latter category.,

- B e

To begin to determine the appropriate questions for‘an—
explanatory iﬁqoiry, some examples of the former approach
will be offered. Prescriptivé policy analysis often
provides specific insights or detaile‘concerning policy
decision-making, but it iswtheir assumptions and directions
which prompt questions for deveioping an explanation.
Policy analysts inﬁtﬂis veinrsuch'as Rowan - and Szablowski;
seek'to improve the decision-making system by analysing

and prescribing procedural techniques. .

In "A Conceptﬁal Framework"z‘for government policy—making,
Rowan attempts to propose a "better" means of‘éecision—
making. Given that decision-making follows anﬁinput-output
model,‘emphasis here is directed toward improving

outputs both qualitatively and guantitatively. His

method assumes choices can and should be made on a
"rational ba51s,,ﬁand proposes a technique of "structural
rationality" to facilitate the scientific method in
decision-making. It attempts to offgr a procedural means
for decision-makers to decide between alternatives based

on information organized on the costs and benefits of
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choices. Such assumptions fail to mnote that choices

- . - B S " - kS
P : ¢ Y . . & RIS .oe
involve values*which cannot be easily:quantified, A

procedure for policyvdécisions shbuldfview"choidés ég

more than a measurement problem. Certain choices will

favour certain interests. ' Deciding involves the
resolution of conflicts-of interests and values, and

must be related to the question of who benefits.

Szablowski3 proposes an optimal policy-making system for
the Canadian context working from precepts developed by
- Y. Dror.4 In this article, Szablowski‘evaluates the
impact of a-péliéy—making system and decisionql
technique (as exemplified in theiPlanning and Priority
Board System) on the Canadian political process.{fThe
PPB, assesse% by measuring its decision-making process
in reference to an optimal model, is considered an
improved structure for making rational choices. The

PPB impact on the policx process isvmeasured by
identifying its effects on Canadian political leadership.
As an improved decision-making technique, Szablowski
finds that the PPB is transfofming the relationship
betwéen'the leader (P.M.) and his supporters, from

transactional to bureaucratic to moral, a process which

in Szablowski's opinion, is a positive step.
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If procedures influence contggt such that improved

i

'proceddral.techniques facilitate better chOides;ﬂthere,

is still a definiéional Q;oblemAwith fpgtter"was in

a

r .~ Rowan's propogitibns,‘ifé: bgtter.than whdt‘and for .

-

jﬁhom. Procedures éré'p01itical‘tbols; their evaluation

requires an examination of their’hiStorical rationality
and the structurallrelationéhips they manifest within

a system of pbwer. For a mbdél which sééks-go exemplify
the rationalist que; its evaluative procedures are

still largely "subjective". Further;'as with Szablowski's
analysis, the{e is a trend to individuélistic }edﬁcti§nism,
a” tendency which is often]cafried through in the
literature on public administration and its tendency'

to organizational theory in the form of a "who—tglks‘to
who" syndrome.s-llnformation channelling and tﬁe nature

of reprézentation (of whose interests are adVocated by .
whom, for what purpose, within the governmeht
organizational structure and decision—making process) ,

in the activities of public policy and in the public
interest, fails to receive the critical attention it‘

requires in this stream of the literature. Prescriptive

models deal with the variables, not the process.

Fundamental difficulties with these types of approaches

for an explanatory purpose reside in their concentration

k3
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“.on technique rather than using policy to generalize

A

g .

about politics or to see how broader factérs may
‘influence "outputs".

Another approach to policy research is concentrated on
describing interactions within a part}cular”instituﬁibn

or process, _forginétance, the role of Cabinet, the

'bu:eaucracy or interest groups, in formulating or

-

implementing a policy. o o .

Lowi's work on the policy process, for example, operates

from the premise that policies determine politics,

acceptance and compliance. Policy-making, Lowi suggests, - .

within a framework which acknowledges that thempolitigal
system is based on the management and manipuiation<of
legitimate coercion by the state. Policy, then, is
"deliberate coercioniétatements attempting to set forth
the purpose, meaning, sﬁbjects and objects of coerCion".6

Policy is therefore a political activity. The state's:

actions exercise legitimate coercive functions to secure
, , ' S

provides a set of parameters within which "politics”
takes place. It involves not just the allocation of.
valﬁes‘by choosing alternatiﬁes, or the allocation of
resources as a distributive power, but also the means‘”
of securing compliance by exercising the leéiti@ate_,

coercive powers of the state.’



1

. From this ba51s Low1 suggests the analytlcal methodology
can begin by exanlng olfferent outputs, i.e. pollc1es.
It would then attempt to establlsh a systemic relatlonshlp
between outputs and the dlfferences 1n the processes o
" from which they evolved. ' The type of policy can then
" be characterized -by the nature of the process from which-
it is‘engendered.r Each type of policy (Lowi proposes
four—distribﬁtive, constituent, regulatory and
redistributive)8 develops its own characteristic policy -
process with a corresponding arena of power, set of
reletionships andﬁievel of coercion. -The types of -
policies,‘classified‘by theit impact on society, will
determine the political relationships and powet structures
associated with the process.
The nature of the detailedvdata required to establish
a connection between foutputs" and processes, hindetsk
the practical application of this,approach. However,

as a conceptual tool, it provides a useful guide for

consideration of policy processes.

~

.

The Doern and Aucion book, "Structures of Policy Making

'fin,Canada,g provides a series ©of analyses of the roles
-of various institutional organs at the level of the

executive~bureaucratic arena. Beginning with Lowi's
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‘conteqt}pp that dufputs,~policies, need to be relatéd
to the pfocéss and the notign of coeréion, cohtributing
articles fécus-on'positionél policies emanating from
government structures. Thé editors*éée the key variable

as the structure of policy-making units which function </

as the "structuring of influence".lo‘Emphasizing the

- plurality of structures, Doern concentrates on two

main organizational units which are dominant in the
Canadién institutional context:
- ﬁhe structure that operates in and around the

Cabinet in the conversion of new or fundamental 2

political policy issues to outputs; and

oy

- the structure that operates in and around the

-

bureaucracy in continuing conversion of manifest or

latent support.ll

He argues that given the Cabinet system of government,

understanding policy requiresvfocaéingtatfehtion on. thHe

executive-bureaucratic arena.

Although Doern proVides a useful analysis -en the

5

structural and analytical chéngés which havé’taken'

- . v . .
place within the executive-bureaucratic organs of

government, there is little insight into how these changes
'alfer.the nature of policy-making within the overall
political system. He fails to relate how differences

impact upén the socio-egonomic context in terms of what

ITOIPTS TR
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govefnments do and for whom. Institutional analysis
is a critical element of policy study. but needs to

be related to the broader political framework.

o. . —

-

S T e

‘Simeon's review of trends in policy study has offered

the most useful assessment'6§?approprié;e qUéEtions for .
determining the relevant factdrs‘whiéh an explanatory
inquir? might address. Simeon has proposed th@f there
is a need to "link up the study of policy with the more
traditional concerns of political sciencé, and in particular
with the three most vital élementé: power, conflict
and ideology".12 "Policy emerges from the play of
economic, social and politicalhforces as manifested

’ ) W13

in and through institutions and processes. Critical

factors operating in the larger framework wggloimpinge

and condition the immediate policyfprocess'through‘

z

,suéh factors as the‘prevailing ideology, assumptions

and values, structures of power and influence, patterns

a

of conflict and division, and so on.

In agreement with Simeon, this thesis attempts to

recognize such factors in the analysis of policy development.
The examination of policy must consider policy as

political activity which qQccurs in a context of

institutions and actors and is. a function of the

-3

-
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relationships involved. An.examination of policies is
essentially an examination of what governments do,

how they do it, and with What‘effects. SN

Policy, és the activity of the state apparatus; is
‘formulated by bureaucrats and politicians who make

' choices,‘but it is tﬁfough them that the broader political
forces operate. Their agenda and behaviour reflect ;

the pressures of the environment, the play of political
influences surrounding policy disputes, the norms,
assumptions and values found in the culture and>ideology,
and the .opportunities and constraints imposed by ]
in_stitutiong.14 ‘These factors can be;Viewed as level§

of coﬁstraints within which bureaucrats and pg}iticians
make critical choices from a limited. set of afﬁernatives.
The choices themselves are limited to the range o%
legitimacy aﬁa may often be of different orders of
comparability, e.g. economic versus social costé and
benefits.’ The resolution of such options or choosing
imposes quantitative éomparisibns. Iﬁfsuch an impositioﬂ,

latent assumptions and values are made manifest, the

results of which need to be related to who benefits.

The context of institutions and actbrs’w%thin which ~ &

policy ocecures, structures the process and therefore .

influences it. Institutional arrangements organize the

"
>

nnb&l
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locus and format of policy debate; they define the
procedures ana“ﬁhe pérticipants} The structuring of
influence will depend on how and ﬁhat»intg}ests are
represented within the prdcess of poiicy decision-making.
In so doing,,ﬁhe procedures and parpicipants set the range
of alternatives, therprioritization of\criteria, and

notions of legitimacy.

I would also argue that policy activity is the political
manifestation of the dynamics of power relations and

- conflicts. Policy outcomes will reflect the functioning
of the interests involved, the degree of disagreement,

and the relative means: of influence each brings to

bear on the'policy process. Strﬁctures of power4
relations, patferns of cgnflict and prevailing ideological"
notions are factors in the quaderrframework which “

have been historically conditioned, but which impa’ctr~

the immediate pdlicy prdcess at various levels in

institutional arrangements, procedures and the evaluation

of criteria.

The framework in which a specific policy process occurs
has been structured by historical éonditions and patterné
of policy which have:d;veloped an érrangemént df

economic power, a mode-of.govérnment-industry relations,

and dominant value assumptions.
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Economic structures are a result of past policy

decisions. Current policies, whether they promote
o o X : y s A

alterational or maintenance functions, need to be .}

/viewed in relation to the structuré of economic power .

' and thg~relationshf etween qovernméﬁt and industry )

o

in patterns eof poligies. 'In'othgr words, polie¢y study
“‘must examine the relationship betweenﬁpolitical and

economic power and policy decisions.

i

Power is often @condmica;ly“defined~asia condition

determined by the disfribution‘of resources and the’

.influence it affords in the ability to affect décisiOns.
Pdtterﬂs of policy wilﬁ likely reflect the distfibution

of power -and influence. There is an assumed relation -

.

between power and outcomes. There is ‘little disagreement’

&~

that powerful economic forces influence political o

decisions, butgthére is little-agreehentjon the nature

of the p;ocess;z%Thé deveiopments in‘a sg;eéfic policy
process, if Vieﬁgd in relafipn to an historical rationale
which attempts to illuminate the mode of govefnment—
inaustry r%;ations, would begin to aédress the assu;ptions

 in the relation between power and policy outcomes.

o

Power is also a function of authority relations inherent
in prevailing i&eas and values. The dimensions -of

=
Sy
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'ideologicai or Value COnstraints COndition perceptions . 2

L3 7

“and deflne llmlts for the range of pollcy alternatlves, S "7

effectlvely they determine the options for pollcy
diSCMSsion,‘ o ' o

- o .

Values'maY"influence whatrgoternments,should~do; they .

set an agenda of attentlon. Idegs may influence "how"

3
i

'somethlng should be done, the. means to achleve the

v,

de51red ends. wPrevalllng 1deolog1cal notlonsiare o . ;

'1nfluent1al at Varlous levels broadly /in’terms of
And spec1f;cal;y, for exampleh in terms of current economlc e
(tax structures, fiscalland monetary management,

and therefore alter the nature of the agenda. lee

ideas need to be’related to,the groups whose interests

In mdst policy study, power has been a variable of .

=

the perceptlons of the role of the state, of the roie;

@
-

of competltlon in the market structure, and of the'

eeds of the 1nd1v1dual versus the collect1Ve communlty o t

3

R

®

théories or modes of analysis usedmto;determine.policies SR
- S S o e, T TP

S -

regulatory applications). Assumptlons lnherent in

\

,the 1deology also functlon -to- remove or 1gnore questlons

* 1

- : . £

other raplfestatlons or\power, however, values and L PR

S

>
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they uromote or dererc. . L
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limited definition in the analysis. The operation of

r




- 31 -

decision-making within the policy process is often

where attention is addressed. The focus of analysis o
shquld éccountvfor the manner in which conflicts emerge
and are resolved. In order to méke this focus, the
brgader framework ﬁﬁst be examined sznce it conditiong
and‘p;ioritiges the relationships of power and values
and?hencebchoices which occur in the resolution of /

conflicts. Without acknowledgement of the significant

factors which impinge and influence the '‘decisions made,

the analysis can serve only a liﬁited function. Therefore,

this thesis proposes that these factors of historical
relétionships, the distribution of power and pfevailing,
assumptions need to be incorporated in the analysis:of
policy as a process, and ﬁhét it is from a*combinatioﬁ

of methodological approaches that a framework for policy

Es
P

analysis emerges.

' 2. TFRAMEWORK FOR ANALYSIS -

The framework for policy analysis will follow theseéfour
stagés: - ‘4
a. the identification deiﬁé partigipéhts - the

publit and private institutions and actors ;nrtﬁe

policy story,
oo a

b, the,éontext ~ the immediate environment from which

the issue emerges,;@ow a particular issue becomes

i

&
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>

the focgs of attention;

¢. the decision-making - the formulation, implementation

e

and regulation stages in the policy process; and

d. the historical rationale - an examination of the
significant features in general government-industry '
relations and regulatory environment which

t -

illuminate the broader framework.

-

"The first stage is the identification othhe participants

in the policy story to provide a backa?eukd resource

for tracing the public and privaté institutionseaﬁd

actors in the pélicy devélopments. In the private sphere,
the corporate interest‘groups with a stake in the
decisions qf policy are described in relation to their
economié%sector and industry structure. Participant
identifiéation allows the interest groups to be viewed

in terms of their resources and reiative positions éf
power. Hence, background profiles‘%n the corporate
actors, their interests and stékes in the decision—makingv

aids an evaluation of their role in.the policy process.

The role of interest group influence in the policy
process is a central tenet in policy study literature.
Presthus and Kwavnick have amply demonstrated that

lobbyists play an influential role in the political




process. Presthus' study of interest groups and
legislator interactionkcontends that legitimacy 1is a
prerequisite to influence and that politicians'
percebtions of lobbyists as legitimate, is enhanced
through increased interaction which "encourageé the
exchange of values and positive normative feelings".l6
This, in turn, Presthus argues,rincreases the influence
of lobbyists. Kwavnick‘s work indicates that leaders
"of interest groups establish and maintain positions
both with organizations and within government.l7 I
will argﬁe further that in order to account for various
degrees of influence of contending interest groups,

it is fb;St necessary to see their relatlonshlp to

the economy and to each other.ﬂWIn the corporate sphere,
+his begins by seeing the aliances and conflicts of

particular interests at the intra and inter industry

levels. 7 1 o

‘The;ingtitutional érrangemenﬁs of the go&efnment organs
invélVed.must aléo be described with respect to theif

' functions énd rulés of .procedure. 1In this way, weecaﬁ
begin to see how iﬁstitutiqhs structure political
competition aid’thereforé‘policy débatQ;; Their

descrigtio?/p

and opportunities that institutional arrangements

ovides a means of examining the constraints
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present through theif operating procedures. As Simeoh
has suggested, the behaviour of the bureaucratic and
political decisioﬁ—makers will reflect the pressures

of the environment and interplay of political influence
surrounding policy debates. Their bargaining role

is constrained by the assumpéions and values df the
prevailing ideology and the formal role imposed by the

institutional procedures.

Policy literature concentrates heavily on attempting

to assess the roles of government actors and their

relative iﬁfluences. The role of the bureaucracy in ‘gﬁ,/f
policy formation has expanded con%&derably. Kernaghan,

for example, has assessed the expansion of administrative
responsibility of public servants, notingbehat "the

lin ;ing\iﬁage of the bureaucracy as a passive

instrument of political masters serves as a convenient

18 . o
Several senior civil servants have also

fiction".
contributed to policy literature, providing useful

insights and personaé perceptions on the day-to-day
political activityro% pplicy formulation and implementation,
e.g. Robertson on éhe role of the Privy Council and Prime
Minister's Offices,19 or Johnson on the.Department of

. 2 g , .
Finance and the Treasury Board. 0 Doern's examination

of government departments and agen ies21 has prowvided




€
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invaluable insight\for'reaaiﬁgethe insﬁitﬁtionél matrix
of the state; establishiné cfedenée to fhe éotion of .
government organs performing thé function of inte;nal .
representation of specific intepgsts. By seeing how

the internal hierarchy of the governmental apparatus

works in relation to specific policy instances, begins‘k

to demonstrate the relevance of the organizational

structure in processing an issue.

The second stage is to describe the context in which

an issue, iﬁ this instance a policy proposa; for the
use and development of satellites, emerges at a given
point in time. There are numerous issues of possible
interest to government, industry or the public. How

a particular issue becomes the focus of attention must
be addressed by examining the immediate political-
economic—éocial condifions in which it has become a
priority item; in other words, one must address how
the agenda of atteniion is determined. The specific
environment of th% time has been conditibned‘by
historical relations; the actors and the issue already

have a history. This is the beginning of a particular

ovolicy story.

b
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InieS£ablisﬁing how a particular issue'Eeqomes an

item of attenfion, it can then be relafea to what is

at stake and for whom, in the poséible developments of
policy/positiong. Befofé focusing on the decisibn—makersL
however, account must be taken of the iﬁfluéncés  5

which shape the alternativesvthey consider, the assumpgionsf
they make énd the kinds of action to be taken. Simeon
;uggests that what political aétors assume or take for
granted»becpmes what .is most‘importapt for explanation‘;22
An.acknowledgement of thg\cdhtext frbmFWhiéh'avpolicy 
 propos;; arises sets the.stage for the parti;ipant actors

and an evaluation of their roles in the continuing

script of policy‘developments,{

The third stage is the examination of the decision-making

through the formulation énd implementation and, in the
case of satellites, regulatory phases. from the time

an issue becomes a subject of a policy statement or
positionvof intent, the decisioné of proposal, -the
actions taken and the results following, define policy

iﬁ praqtice. These events need to be viewed as conflicts
_in resogution, as the complex bargaining process Which
results in policy outcomes. It'is here that all the

other factors in the policy process are played out, i.e.

the influence of interest groups, the governmental

Fa
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arrangements for the process of decision-making, the
priorities of concern evaluated and the allocation
of benefits distributed and the norms, assumptions

and values and relative positions of power among the

participants made explicit.

"It is .essentifl here to see how priorities in decisions
uchaﬁge, to see the influence of COntending parties, and
to see the resultsAin relation to priorities and
influence, in 5rder to evaluate whose interests are
‘being serVed at different points in time. Also, it

is importan£ to discern the manner in which interests
are represented in the political forum and what interests
can be seen to be represented. An examination of
policy-in-process assumes policy is fluid in nature,.
as a sequence of on-going negotiatiohs where conflicts
emerge, are resolved énd re-emerge. Policy decisions
refleét thé prioripies of criteria and the changing

nature of representation reflected in the process.
4 o=

Political decisions are rarely unanimous, the differentiation
in opinions and relative influence of the participants

is crucial to the notion of what conétitutes the |
compromise the decisions represent. The means of

obtaining a resolution of conflicts and the relation

of who benefits from the nature of the compromise are

M
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essential factors for explaining policy in relation to.

the political system.

Attention is most often addressed here at the level of
the decision-makers, in explicating the interédtions

of proximate policy-makers, i.e. bureaucrats, politiciahs
and interest group leaders. The literature reflects

the debate on the appropriate modéas for addressing

the relevant questions for and assessment of policy
analysis. Aucion offers a discussion of the extent of
this debate.23 Simeon suggests the process of decision-
making becomes the focul point for incorporating énd
assessing how the wider features of the political system
impinge on the policy process. "Process, then, becomes
the bridge on which we work forward from what we know
about institutions, ideology, power, etc., to policy
outcomes and on which we-work backwards from variations

in policy outcomes to seek explanations".24

The critical aspect of decision-making is the paramount
Variabie in assessing policy, yet is often where
information is least available to external scrutiny.
~The actual "politicking" in arriving at decisions is

inaccessible to those other than the participants.

»



Thus, as assessment of decisions proﬁides scqpé’for
speculation and theorization and consequenplgléﬁe wide
fange of debate that proposed conc;usiongrébout the
process“engenderﬁ It is a problem‘indemic td'policy

study. e

The fourth stége is to relate the specific policy

developments ¢o the broader framework and patterns of
policies. Policy instanceg are political processes

which embody sets of relationships historically
conditioned from a general pattern of government-industry
policy relations. The significance of an historical
rationale lies in the charécté}istics‘of the relationshibs
it identifies, their relationship to the nature of

Eower, gnd the dominance of certain ideas and values.
Thersignificant féatures in the broader framework help .-
to demonstrate how a spécific policy process is

congruent with or dissimilar from established norms and
trends in policy and political relations. Historical
analysis thus providesia wider scope for assessing

and understanding the nature of the prioritization of
criteria used in the determination of policy decisions.

Simeon suggests addressing patterns of policy by

discerning or imposing order upon the dimensions of

fam g g s 1 T
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,policy:such that the politieal nature of policy can
be perceived in three dimesions.25 One, the scope
of government policy, that is, the exgent of government
as opposed to individual or market decisioﬁs; Two,

the means by which'govefhments assure approval or ‘
compliance with their decisions. ;EYEe, the distributive
dimension, that is, the results in terms of who‘gets

what from the process of policy decisions of government.
Essentially’it is a gquestion of the role of the state

and in whose interests it serves. Specific instances

of policy formation can be sim;larly’assesseqwand related

to the broader features as evidence for determining

the larger question of the role of the state.

From the examination of a case study, certain relevant
features emerge which suggest questions for relating
one case to another and for developing a framework for

viewing policy in rélation to political theohy.

3
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PART TWO - ELEMENTS OF POLICY !

o

CHAPTER THREE - THE PARTICIPANTS - INSTITUTIONAL ARRANGEMENTS

1. INDUSTRY AND MARKET STRUCTURE

The following data provides a hrief identification of- the

actors in ‘both the public and private institutional

rarrangements relevant\53*8u14xﬂggu;szdggf;;In the public

£l

sphere, the government branches in the~organizational
‘structﬁ?e which arg;central to policy-making in the SpelelC
instance of the issue of satellites in the 1960's will be
identified. In the ‘private sphere, it will be the‘corporatei
interests relevant to!that'time and isSue’and their location
in the market strncture. The actors change with the issues
.and'fnrther intrpductions‘will be ihcorporated as the policy
story unfolds. E N

Ca. The Telecommunications Carriers

Immediately prior to the(atablishment of a satellite system
[ A

in:Canada, national telecommunications were dependent ;
upon two organizations, the Trans Canada Telephone’System‘
- and Canadian National/Canadian Pacific Telecommunications.
Internationally, the Crown corporation, Canadian-Overseas
Telecommunications Corporation (now Teleglobe) affords

+

overseas communication links ‘with €Canadian users by cable,
‘radio- telephone, radio, telegraph and satelli;e subject
to the provisions of the International Telecommunications

Convention. The domestic duopoly/of TCTS and CN/CPT

provided the nationwide networks for telephone, telegraph
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television, data transmission and 'specialized services

for defense pnrposés. _ jb S

The telecom industry has been structured'by the ‘historical
foundations far cla531f1catlon by type of serv1ce,; 'f
fundamentally telephone or telegraph These services

were prov1ded by separate flrms w1th exclu51ve monopolles

L

over the terrltorles they»served. Publlq message telephone
and publio reoord telegraph services were considered
'publie ntilities‘whose activities arelregulated by federal
or provincial agencies. Tradltional regulation of the
telecom sector has been based for the most part on the

-sconomic principles of rate regulatlon,

The estabLished market structure has developed in accordance .
with the concept'of "naturallmonopoiies".’ Since" the
traditional provision of longhaul telephone and telegraphr,'
lserv1ces has been undertaken in separate monopoly spheresy
with CN/CP and Trans Canada Telephone System both operating
microwave systems for thelr respectlve\functlons,Athe
provision of other telecommunlcatlons spec1allzed servicesg
has become the competltlve sphere of these two suppllers.
The policy developed by theQDepartment“of Commnnlcatlon
relating to licencing of microwaye‘systems has reStricted
antry to specialized~oommon oarrierst(unlike>United StateS’
ooclicy). .The'justification for»this policy ls:

-

“That both the spectrum and investment: capltal
available -to the industry are scarce resources.
Further there is a need to ensure the economic
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‘c=n or will two suppliers really be.
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and operational strength of the established
public telecommunications systems if they
are to serve Canada-effectively." 2-

Consequently new services and facilities beiﬁg introduced

aredepéndént upon the initiative of the established common

‘carrier institutions. The innovative services and facilities

associated with data transmission have raised contentious
issues regafding‘whO‘has jurisdiction over ﬁheir provision,
and have complicatéd the requlatory-sphere where traditional
monopoly enterprises became engaged in'offering'unregulibed,
competitive'sérvices. Policy has thus far restricted

competition to the two major suppliers, but its qutifipatioﬁ

has become increasingly in question.

. & T ) " . A
The Irterim Report cn Competition Policy, July 1969; by the .

Economic Council of Cariada ‘had stated:
"The danger that réqulatiOn may work more as a-
hrake than a she#k absorber must be constantly -

uarded against."... "In any dynamic economy, :

few institutions, new industries and new , : .
products are constantly Springing up, sometimes ‘ ;
providing competition in areas preyiously . ST T
considered to be the preserve of natural ' '
monopolies and therefore subject to fairly
close regulation. Unless a continuing Yookout
is kept for the emergence of new comge€tition,

the regulations may prevent the esgablished S L
firms from responding appropriately to this new '

competition.”

Tne assumption which remained gquestionable was how competitive
N .

- =he rapidly innovating sector 'of the economy in.telecom

- e
>

szrices, there has teen cébnsiderable concern that

r
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monopolists should be denied any assurance that this
protected status is perpetual ®r irrevocable. Technological

Y

advances .tend to erode,the?established,market structure,

I3 J

develop new markets and'creaté ﬁé@ og;ions for supplying’
services traditionalfly provided by the regulated . - /ﬁl
monopolists.4 New /services reiated‘to d;ta transmission

and cable television are blurring the oldzboundaries for
classification of service creatiﬁg new regulatory issues

over jurisdiction and accéss to thesé/new lucrative markets.
Satellites, like most innovative techndlogies, have the potential

to alter existing market structures.
The following is a brief description of the major industry
pafticipants in the telecommunications corporate structure

prior to the inception of Telesat Canada.

i. " CN/CPT ) ' C Ly

- Canadian National/Canadian Pacific Telecommunications is

the joint undertaking of thé two major railroad companies
whicH had provided public message-teiegraph services,
to a somewhat competitive degree, until integrated in 1967
as a consortium. Though telegraph meésage service is
historically associated withvrailway undertakings,,CN/CPT

has also moved into the provision of telephone services

- in areas of northern B.C., Yukon and Newfoundland, where

LT -

service had not been offered by existing telephone companies.

Recently, it has been moving toward integration by acquiring
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25% interest in Computer Science Canada.5 (U.S. parent
company is Computer Science Corporation.)

S

LSith CN/CP's liceﬁce for a microwave system inll%63*l964,

.y A , , o
 and the growing’ market for data trénsmission, CN/CP reacted
4~ quickly in establishing»a corné? on the profitable

P specialized services market, with 40-50% of its Surrent

revenues being associated with data tranémiséion.6

(Its futuré'pfofitabiiity and competitive status in this

market-is largely dependent . upon the current issue of °

allowing the CN/CP network to interconnect with the Transi

Canada Telephone System so that CN/CP can have acces; to

the local &istribdtion facilities.)

The amalgamation of a private enterprise with a Crown

corporation has not had significant effect on the operation -

‘of the jointly owned hybrid institution. 1In fact, the

public enterprise has been characterized as "not unlike’

a private utility seeking dynamic n‘ew;roles'f.7

S
B
s

The common carrier busimess of CN/CPT has been regulated

;

by the Canadian Transport Commission, until ‘the recent

-

switch in jurisdictions of authority over telecommunications

to the CRTC.

.
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ii. Telephone Companies

The Trans Canada Telephone System is composed~o£etheir
major -telephone companies in Canada, the most eminent of

_these being Bell Canada.

T el . £
Bell Carnada

Bell Canada hae control o&er intra—previncial and
exchange service in its operating areas in Ontario,
Quebec, and through its subsidiaries, in the Atlantic
Provinces. Bell Canada, as of 1975-1976, is the largest
industrial corporation in Canada, whether ranked byrassets
or net income.8 In terms ef revenues, it ranked fifth
behinq Ford Motors,.Generel Motqrs, Imperial Cil and

? Shareholdings in Bell have been widely

Canadian Pacific.
dispersed and, although AT&T owned 25% of Bell's sharee
in the 1930's, that has since diminished to just over 2%
of the common shares.lO Though‘studies'of Bell Canada

have rarely alluded to AT&T's stock ownership as having

influenced the behaviour of the firm,ll

it remains
important to point out that this is the largest foreign

single block of shares held by one party.

In addition to its-monopoly services in Ohtario and Quebec,

Bell Canada controls six other major companies, Newfoundland

Telephone, Island Telephone, Maritime Telephone and
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Telegfaph, New Brunswick Telephone, Northern Quebec
Telephone and Northern Telephone Company; The Bell-
. group controls 70% of all telephones in Canada, with Bell

12

itself controlling over 60%. (Bell also now holds

24.6% of Telesat.)

Bell is verticaldy integrated with its communications
equipment manufacturer, Northern Electric (now Northern
Telecommﬁnications and Bell/Nopfhern Research). pell .
also has an arrangement with AT&T for access to the

research and development of Bell Systems Laboratéries.l?

Being a federally-chartered company, Bell comes under

federal regulatory jurisdiction.

British Columbia Telephone

This is the other federally—chartered and federally-
regulated telephone company in Canada. It provides
monopoly telephone service to Britigh Columbia iq\
conjuction with its wholly—ownéd subsidiary, Okahagan
Telephones. General Telephone and Electric, the United
States.parent company which is second in the United States
only to AT&T, holds 100% of Anglo Canadian Telephones14
which controls Quebec Telephones and British Columbia,
15

and accounts for 11% of all telephones in Canada.

General Telephone and Electric also controls the manufacturing
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subsidiéries, Automatic Electric»(Canqda};igylvania
Electric (Canada) and Lenkurt Electric (Canada). 'It‘
also operates two subsidiary companies, Dominion Directory
and Canadian Telephone and Supplies Ltd., both of which
fserye British Columbia Telephone.l6

pritish Columbia Telephone,‘by arrangeﬁent througﬂ General
Telephone ahé Electric, has access to research apd‘
managerial faqilities of the "Gray Group", a consortium
of independent telephone cémpanies in the United States
which have cehtralizea their research and development

efforts.l7 i =

Others
Telephone services in the prairie provinces are provided
by publicly-owned corporations. The Atlantic provinces

and Manitoba and Alberta have provincial regulatory

authorities over their telephone companies, while Saskatchewan

Telephone is self-regulated by means of a Cabinet-appointed

director &s Minister of Telephones.18

iii. TCTS : N
The Trans Canada Telephone Sységm was established in
1931 as a consortium of these telephone companies,

to construct(and operate long distance facilities on a

coast-to-coast basis.. Each of the present nine TCTS
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member companies is a fully-integrated telephone company,

providing both exchange and long distance telecommunications

services within an operating‘terfitory confined by a

single“éfovince;.except forf Bell. Within the provinces,
the smaller telephone companies expect to be represented
by the appropriate TCTS me er in matters of connecting

agreemeﬁts and other Trans ada Telephone System functions.

&

The Trans Canada Telephone System consortium is seen to’
serve two purposes for its members: T~

- it establishes the necessary standards, planning,:
construction and operations for a national networé

in coordination with United States carriers and
Teleglobe; and
- 1t provides technical and market research functions

more efficiently through joint action.

TCTS owns no capital or hardware. Each member company

is responsible for construction and operation of its
facilities. The members share 'the administrative and
service expenses of TCTS and share in the pfofits of

the Trans Canada Telephone System in accordance with a
Revenue Settleﬁent Plan as determined by the board of
management of the TCTS. The Trans Canada Telephone System
prides itself on operating on a consensus basis where each

member has a veto power.19
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The two most important points about the Trans Canada Telephdne

system are:

= that Bell: because of its strength and holdings in the
industry, haé played a major and»prominent role in
influencing the directioninf TCTS operations; and

- “that there is no regulatorgireview of TCTS because it 1is
not a iegally defined company, (although the activities of
its member companies may bring TCTS representatives into

the regulatory arena).

b. Manufacturing Sector - The Telecom
Equipment and Aerospace Industry

A significant feature of the telecommunications industry
structure is the _degree of vertical integration it supports.

The carriers have a marked inclination to enage in ownership

of successive stages of production, particularly thé equipment
manufacturing sector.. The Canadian telecom manufacturing
industry is composed‘of; two large manufacturingvorganizations,
veach integrated with a large Canadian carrier (Bell and GTE),
approximately a dozen substantial non-integrated companies,

and a variety of small, specialized comp’anies.20

. The affiliates of Bell and:GTE, i.g. Northern Electric (now
Northern Telecom) and Automatic Electric, control at least
70% of the manufacturing activity in tglephone and telegraph
equipment. The larger non-integrated compani?s include RCA, )

Collins Radio, Canadian General Electric, Canadian

wWestingshouse, Canadian Marconi, Phillips Electronic
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Industries and Canadian Wire & Cable. Those which are R
U.S. owned, manufacture products designed by the parent

organiiation. The U.S. parent “company assigns products for

production in Canada.:zl

Though theiTelecommission study on the telecom equipment
A - -

manufacturing sector remarks that "the electrical industry
is the base upon which the next stage of our industrial and
cultural development will grow",22 the mannerrin whioh
growth takes élace will be directed by the industry's

structural constraints as the chairman of Northern EleCtric‘statedﬁu

—

"The Canadlan problem is' that technology and
\innovation from the parent corporation and
Jother easily accessible sources have been so

" readily available, and so economically
attractive in the short term, that the growth
of systematic broad based indigenous innovation
and technological capability has been severely
inhibited. 23

The common carriers' position to maintaining this

" relationship is usually argued on the basis that;oWnership‘
: 3

of manufacturing subsidiaries contributes to internal
planning and coordination. Owning their equipment
suppliers, they say, is maintaining system integrity~which |
is essential to their operation and effective cost savings.
This position is supported by the economies of scale h |
argument, essentially an elaboration on the "bigger is

24

better" theme. Counter to this position is the argument

that such internal dependencies inhibit innovation and
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-reduce the‘viability of a competitive manufacturing
sector.25 Proposals to change this situation suggest
that either regulation should extend to the subsidiary
or more progressively, that thers{should be divestiture
of the affiliates. |
i , . ] -

Divestiture continues to be a contentious issue. Ths r}
Restrictive Trade Practices .Commission is currently ~
rec%nsidéring such arrangements within the telesom industry.
Bell has prev1ously stated its p031tlon to the. Royal )
‘Comm1551on on’Corporate ConCentratlon. | |

"Bell Canada submlts that our country 51mply

cannot afford experiments that affect or

constrain the vital telecom system--the nerve .
system of our economy and of our society-- 2

without a thorough evaluation of the consequences. >

...1f short term actions taken in the name of )

the public interest make long range plans and P

large capital commitments neither feasible nor =
attractive,- then great damage is done. Such

a development would be contrary to the public .

1nterest at the best and dlsastrous at the e S
worst." 26 : : . < '

e

N " .

Although thé'ﬁanufacturin%/36gzor of‘the’teleéom industry =
produées,and sells nearly everyjkihdrof deviée or/system
‘requ;red, and provides the necessary engineering requirsments’;
(except for somputers) needed f;rrdomestic markzts, the
"health" ofvthe.industry is said to be depende;t onvexport
,production.27 The promotion 'of exports requires .

cooperation and coordination of government and industry

initiatives. The Telecommission study reported that the
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industry had commented favourably upqp/gmprovements in

practices and measures of the Department of Industry,
i

Trade and ‘Commerce to assist the industry towards its

growth objectiveé'of penetrating international markets.
Further:

"the future of the industry depends on its

capability to expand its facilities and

capture larger markets. Tomorrow's sales

depend on yesteérday's Research and Development". 28

This sector therefore had significant interest in the

dQVelépment of a satelli%e,program. - The techﬁology being . 'ﬁ7
developed through research and development-efforts

required a market.

i. Manufacturing Companies

Northern Electric ‘ ! S o S?

-

_Northern Electric (or Northern Telecom as it is now called)

% -

is a wholly-owned subsidiary of Bell Canadérand the "dominant

~firm in the Canadian électrical'equipmenx manufacturing

-

of AT&T,the:Bell System in the United States. Forced

industry. N R

&

From 1895 to 1956, Rprthérn’Electric‘was'the Canadian

extension of  Western Electric, the manufacturing affiliate

by the U.S.  anti-txust cqnsent decreé in the 1950'5, it
was severed from the U.S. parent ‘and eventuaily was acquired -
in-full‘by_Bell Canada.29 Prior to 1960, 90% of

production designs and manufacturing information was

il et s
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from the U.S. parent System. .By 1970, foreign design
imports are said to be at the level of only l%.30

F

.

, Y
Since 1961, Northern Electric has been involved in studies

regarding satellite communications, principally the {
investigation of modulation methods and multiple access
techniques. 1In l962,"réseérch became direCtéd-towa;d

ground terminals and, between 1964 and 1966, in tracking
syétems. In 1965, Northern Electric, inicooperation w}ﬁh

Bell, conducted a *technical andAecbnomic study (commissioned
‘by the Department .of Transport) (Hﬁghes Aircfaft also contributed
-one sectién) of satellite communications systems forﬁtelephone,
telegraph and television services in the north. A \’
significant ehdeavourv;as its participation in the
establishment of an experimental Arctic eartHVStation in

. 1966 which was éarried but‘%n close association with the
31 PR

-~

Department of Transport.

Northern Electric had teamed with Hughes aircraft, a
leader in the United States space program, thrbugh technical

P

service,licences for the .use of Hughes' satellite

technology.32 By l9Q§,‘NOfthernaElectric and Hughes had ' j}
negotiated a licence agreement with the aim of establishing }:
’ ; % B ) ) ' - ‘ A ~ .. >
“in Canada the ability to design and manufacture satellite . - .

B

systems.33 These arrangements are significant in light
of the controversy surrounding the awarding of contracts

in establishing Telesat. - - -
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1

R.C.A. Canada

&

R.C.Aﬁ'égnada is a Eranch plant’of thé_parent multinational
based}in§ihe United étates; (R.C.A. was one of the four
principal shareholders. in: the establishment of Comsat.)
The Canadian subsidiary is one of the major companies

in the telecommunications egquipment sector of the
manufactufing sector. It produces hardware for television
and radio receivers, 'radio cqmmunications eqﬁipment and
television and radio broadcasting and distribution
equipment.34

R.C.A. acquired expertise in the field of satellite

technology through research and development undertaken

in Conjunction with the Defence’Résearch Board while

participating in the NASA sbace program., There, R.C.A.

Jés involved in the production of components-for Relay I,
L =7

an experimental satellite, and subsequently in the

Alduette-Isis series. 1In 1963, R.C.A. was awarded the

~prime contract for Alouette II and was the majbr )

»

participqnt in setting up the facilities at Mill Village

for the Intelsat System in association with the Department

of Transport and Northern Eleétric;35  T ’

S?
N A
As a result of the Alouette-Isis program, R.C.A. had

developed a spacecraft centre in Montreal capable of
o o
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designing, constructing and\teSting complex spacecraft.
Between 1960 and 1966, R.C.A. had invesﬁed 29 million

dollars in a commitment to space works (9 of which were’

in 1965).36 Its operations were coﬁcentrated in space
research satellite works and earth-based facilities of

which 50% of its production was for the U.S. space program.37
R.C.A. Canada was considered a prime candidate for

establishing space research and technical capability as

an area of Canadian expertise.

The deHavilland Aircraft Company

deHavilland was assoclated with Hawker-Siddley, a British
conglomerate.38 The Specia}ized Products and Apolied
Research diviéibn of deHavilland had been .involved -in

the Canadian space program since 1956. It was awarded‘
the contract for Alouette I in 1960 for the design of -
the space frame. Its area of expertise centered in space
systems %echnologv, aerospace STEM production and electric
optical systems. In 1963, deHavilland was the associéte'
contractor for Alcuette II. By 1966. deHavilland (Spar)
had carried out over 6 million dollars worth of space v ',

business.39 In 1967 Spar was credted as a Canadian

P

federally chartered company, forméd to acquire the Specialized

tJ

rcducts and Applied Research division of deHavilland

Aircraft. Primarily engaged in the"des}gg~and/manufaCture o :   )
_ 50 .

3

Ed

and service of productstfor space, air and ground transpert

~industries, Spar has become a major firm in Canadian space

. = s

3 AN ) “.- . 'b o

technologj}
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Z partial recipient of Telesat’ subcontracts, Spar has-

alsc received large géyernmént—cogtfacts for subsystem

facilities for CTS, ah,experfmental satellite.4l’

“

Canadair

Canadair 1is a»ganadian subsidiary of General Dynamics
Corpo tlon, a United States manufacturer of aircraft,
missiles and electrical equipment. Since 1958, Canadair

has been involved with the USAF in,deveiopingithe Black

Srant rocket -and antennae structures.. In con]unctlon

I

with Northern Elec rlc, Canadalr was. respon31ble for the

satellite tracking antenna constructed at Shirley Bay.42

b

n 1975—76 Spar was attempting to acquire Canadair and

deZavilland. 43

Zristol Aerospace

>

5ristol Rerospace was awarded a government contract in

i . L - -

L) . -
- 1320 for production of Black Brant Rockets, and was later

ng on a feaSlbllltj gtudy of deve10plng a Canadia a

: o 44
rocket system for use on communications satellltas.-

Trnough considered sufficient for the o;igihalvproposal E
) 7 /

_ Co ' ¢ AL e,
zZ 2 compact system, Telesat's larger satellites required

NA3A launching facilities. S
-
2. GOVé xﬁwm ORUAAI 7 IONAL STRUCTURE o o I
Identifying-fhe coruo*ate,actora by a brlef descrlptlon
EY
-Z who they are and whaﬁ'they do; gives some sense of *
, . . o

il e

P
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the industry structure they represent. But the same

technique is less adequate for identifying the public ;

actors and the:organizational stfucture of governments.

In the corporate sphere, power can be attributed with

seme semblance of credibility in relation to the resoufces
of the cofporate_?cter and therefore the relative
importance ef,thekﬁetors. The government actors are
usuall? seen as acting with one voice rather than ae
éeparate branches with specific differences, each reflecting
particulafwiqte;es£s in policy.matters. Parliamentary
demoéracy,rwith its‘princfple of ministerial responsilkility
“:eié:Cébinet'solidarity, tends to shield the’actors from

H>public view and-hence from differences of opinion and

the relative pblitical power 'of the actors. An assessment

éfjpdwer relaﬁions within governments is a question of

how the organizationalrstrucisre functions. Answering

that isia critical concern of policy analysis, and shouldr

be Eelatedeto political theories. Recegnizing its SRR L
‘limitatioﬁs, the following introdusgion'to the government

‘actofs and ﬁroeedures is offered &4s a descriptive schemata

for guiding the policy'story.

‘a.  Executive-Bureaucratic Arena

At the centre of the executive arena 1s the Prime Minister'

" and Cabinet. Constitutionally, they are the institutional

Sk
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. policy issue. But there is no doubt that there is an
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structure. which ‘is responsible to Parliament for new and

~on-going policy programs. Other key roles in the

organizational structure involved in the policy process

are the Prime Minister's Office, the Privy Council Office,-

~the Department of Finance and Treasury Board. Doern
describes the respective roles of these branches as being
"derived from the logic of their functional input into

45

These, unlike other policy actors exert

-

policy".
~their éower, Doern suggests, through their role as major
bodies coordinating fiscal policy and political priorities.
i.. Cabinet ‘ .

The notion of collective Qabinet policy-making is more
pheoreticalzthap practical, as it is abparent that .

certain Cabinet roles or ministerial responsibilities

are inherently more important than others. There is some

46 as to QHether internal Cabinet substructures

debate
can be described as an'finner Cabinet", divided by patterns
of loyalty, ideological or funbtional factors which méy

become obvious in a particular analysis of a specific

1

internal pecking order with respect to Cabinet portfolios.
The power of financial administration and allocation
remains the dominant factor in policy decision-making.
Other government bodies and their interests are generally

sﬁg%rdinate to the "inner core Cabinet" although they

gtk a vaba
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may exert significant pressure in particular issues
affecting their constituencies. Thus, the political power
and policy influenCe of a particular Minister will be

determined by thé Minister's ability;to persuade the

& . : .
Ministers-of'the allocative departments to his point
of view. "Hence in one sense the policy criterion of
power confronts the alleCative or budgetary criterion.“47
In this sense, the Department of Finance and the Treasury
Board are predominant organizations in the institutional

structure operating within Cabinet in the conversion

of new or fundamental policy issues to outputs.

A significant meeting point for the differentiated inputs
is the Cabinet Committee on Priorities and Planning.
It was a main eomponent in revamping the decisional
‘procedures on the basis of then current trends in
information theory.48 A‘basic assumption of the Canadian
PPB system is that systems analysis ie essential to the
implementation and success of tne system.49 ihe Priorities
and Planning Board,. along with the Scienee Council, the
Prime Minister's Office and the Privy Council Office,
were formal structures inserted into the policy-making
rocess between 1966 and 1970. Except for the;Science
CounCil ‘the aCthl*ieé of these organs had existed

previously but not as visible institutional bodi'es.50
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The PPB systém was developed in the United Stgtes and
“slipped gquietly into the Canadian scene" without any
visible debate of its implications for the Canadian
political system. Given our federal political system and
political culture, Szablowski has said that the issués of

debate it raised for U.S. political thinkers are "substantially
51

[

more relevant for Canada'.

The creation of the Cabinet Committee on Priorities

and Planning is considered to have gone furthest in
institutionalizing an inner'Cabinet-functionary body.

It was created to give central and departméntalgdecision-
‘making a ;ational basis for budgetary control and is '
the determining focus on national goals and objéctives.52
"(A. W. Johnson notes cautiously that as the politicalw
process has "déep rootéd institutional barrieﬁf to improving
policy administrative efficiency,athe‘PPB expert shoﬁld

not try to force the politician to substitute rational

contemplation of objectives for the intuitive perception -
53

by,

of the needs of the communitj". Tﬁe level of concern
limits the issue to objective‘versus subjective decision-
making, scientific reason versus political acumen. The
rationalist approach may only reorder the priorities and
therefore values; 1t does not remo;e the value questions
in making choices.) 1In giving special atteﬁtion to the
prcad objectives of government and major gquestions of
icng term implications of poiicy, it is here that the
pasic decisions on suitable objectives and strategies are

. ~ - . s 54
2xan for recommendaticn to Cabinet.
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ii. The Prime Minister's Office
and Privy Council Office

The Prime Minister's Office and the Privy Council Office . o
are formal advisory bodies to the Prime Minister. Though

a previous organ performed much the same function, the

creation of thesgrbodies formalized their roles.ss The

S

offices became increasingly significant after the election
of Prime Minister Trudeau and the foles o% these bodies
are—conSidered to be cﬁiefly sﬁaped by the philosophical
perspective of the Prime Minister in conjunction with his
concern for "rationality and logic" in the political
process. vTheir creation is credited as a developmeht

from a commitment to a "cybernetié hode%.of politics ,and

56

information theory". Critics, such as party leader

Lewis, had commented that it was the mark of triumph of

the technocrats and technocracy,57

The Prime Minister's Office is considered to be the
strategic source of political advice, whereas the Privy
Council Office is the source of overall governmental

-8 In combination, they are the organization that

advice.
maintains an overview of strategic government activity.
Their relationship requires "harmony". The Prime Minister's
Office is partisan, politically-oriented, yet operationally
sensitive. The Privy Council Office is non—partisaﬁ,

operationally—orieﬁted, yet politically sensitiye.59

«

iii., The Department of Finance and
the Treasury Board

These Xey elements in the eXecutive-bureaucratic structure

e
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have had their roles and reciprocal relationships altered,

such that the Department of Finance, which had long been

established as the seet of power, with the creation of

the Treasury Broad may have symbolically been seen to_have
"slipped”, but in substantive censequent analysis, it
appears- to have retained its pervasive authority.60
The emergent strength of the Treasury Board is derived

from the changed roles, which in effect split Department
‘of Finance functions. The Department%of Finance's role

is tovview matters under eonsideratﬁgi in terms of their
impact on the government's ability to extract resources

to carry them out, and on the fiscal and economie
coﬁsequences of governmental ~activity on the society and
economy . The Treesury Board is eoncerned with the on-going
resource allocation within the internal finances and their
administration with respect>to the impact of existing

and proposed governmental action and organization. Doern
suggests that their roles should not be competitive,

but the kind of policy advice they provide should and will

be competitive.6l

It has been suggested62 that the fiscal and economic
advice of the Department of Finance and the financial
administration advice of the Treasury Board are in a
horizontal relationship vis-a-vis ose another. Through
the assessment of programs, their advice is subordinate to
the Privy Council Office. The Privy Council Office's

responsibilities for operational strategies,expressed

through the mechanism of policy or policy chaices,is
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subordinate to the Prime ﬁinister's Office. This
hierarchical structure of relatipns'placés the Prime
_ Minister's»office in a superior SOSition as constituting
the = political role of government whose responsibilities.
_are directed By the authoritive mechanism of valué
decisions. This one—diﬁensional concept to delineate
organizational roles, as Doern admits, cannot capture
the—dynamicé of the way in which hierarchical authority
'aﬁd the means.of péwer and influence‘are exerted, but it
does provide a perspective for analysing the relationships_

of organizational structures in the executive arena.

iv. Increasing Responsibilities of Bureaucracy
T

In the tréﬁsition from the Pearson years to the Trudeau
goveﬁi;gmt, polic rgans are seen to have-become more
visible and bureaucratized in t&g process ;f structural
differenfiationﬁ Trudeau's inifiatives in organizational
change were supported, and to some extent generated,

from within the bureaucracy, especially from such career
senior civil servants‘as Michael Pitfield, A. W. Johnson,
Gordon Robertson and.Simon Reisman, each of whom has playgdﬁ

a key advisory role.63’

T

During these years of transition, there was an expansive
. . L]

innovation of the committee system, which correspondingly

3
c

expanded the number of senior advisors involved in the

policy process.64 The result of these changeé'was that

[
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bureaucratic officials became more directly involved in
policy formation and decisions. The expanded committee
system delegated authority and a substantiai amount of the
work load such that\numerogs deqisiOns were being made at
the committee level p{ior to submission to Cabinet. While
Robertson refrains fraw conferring responsibility on
officials other than the Ministers who have the ultimate
authority in decisions ﬁade, his éxplanations of the
detailéa'fdncﬁioning of fhé éii&y édanéil foice suggests
a ministerial éole of decision "taking" ;9thér than "making".
For it is with the functioning of the Privy Council Office,
in codrdination with the committee system, which provides
the basis of the information system of the offices and
operations of government as a whole. How the information
is structured, i.e. prioritized for thehérOViéion of the
"essentials", is crucial to how decisions ére taken rather
than made. That is, prioritization filtering eliminates
options; the few alternatives prepared‘andlsubmitted
for diécuésion may include proposed advantages and
disadvantages for discussion of the options. As Kernaghan
states, "édministrative officials have accumulated vast

. powers ﬁb influence policy decisions".65

g

b. Key Government Departments in the Policy
Issue of Satellites

The functional rejponsibility of departments and their
Ministers in policdy formulation has been‘interpreted in

accordance with various models of the policy process. There

s wios el
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;appears to be fundamental agreement that a principal
;function of departmental structures is that of representing
its constituents. The interpretation of thé exercise of

power or influence in decision-making, however, proposes

theoretical differences for the aﬁai&sis of the process.

~,

Doern explains the functional importance and therefore igfluence
of political roles in terms of vertical an horizontal portfolios.66
"Hor;zontal" are traditionally more, influential and correspond
to areas with major policy roles which cut acrosg a variety

of other\departmental concerns, whereas vertical portfolios
are more administrative in function ahd differentiated
according to strength and budgetary allocation. Mahon
proposes tha} the hierarchical relationships. of internal
‘government structures be interpreted in accordance with their
respective constituents in the eéonomic power structure of
relations.67 There is little d;fferentiation in terms

of their analysis of who is more powerful; the divergence

in their respective levels of analysis is in hopw they seek

to explain the exercise of power within the larger context

of political-economic relations.

The structure of interests and therefore inputs and
influence is critical to the analysis of policy, for it

is at the core of expression of power relat;ons in the =
decisioh-making process. An analysis of the dynamics of
power in the policy process will be dealt with in a

subsequent section folloWing the presentation of data
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relative to the policy story on satellites. For the .
present purposes, the following is a brief introduction to
the relevgnt departments*which'were instrumental in the

early stages of policy formation on the issué of satellites.
‘The two main departments‘of government*involved“in the
policy process to be examined here are the Department of
Transport (the.transition to Departmengj?f Cq@perce) and

the Departmentrof industry, Trade and Commerce and their
respective Mihisters. Each of theseAbortfolios carries
considerable weight in 'the Cabinet structure. Theirr
'status and hence political power and policy influence

"can be assessed by the prbportion of the budget allocations

68

that the portfolios command", which, in turn, signifies

influence with respect to their interest groups or
constitgents. Both departments have responsibilities
over sectors of the economy controlled by ségmenté of

the domiﬁant elite. 1In Transport, it is indigenously
based, whéreas in Industry, Trade and Commerce there are
both foreign and indigenous controlling interests but

of primarily a branch plant status. Thus, the Minister's

y -
voice reflects the interests of his representative

community.

i. Industry, Trade and Commerce
The Minister of Industry, Trade and Commerce at this

time (1963—1968) was C. M. Drury, who was also Chairman
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of £he‘Cabinet Com&ittee on Space Programs. (Npte:l

This Department. also iﬂcluded Ministry of Defense
Production.) - (D. A. Golden, Qho later becaﬁerPregident
of Telesat, had been Deputy Mi;ister until replacéd ip
1964 by Simon Reisﬁan, Qf§?n4qbaracterized,as ohefbf the -
most poweréhl'ciVil sérvants.) Drury has described

his role and that of his Depértﬁent-as being responsible
for»represenﬁing the followigg concerns: "As the
iﬁportance of sécéﬁdéry industry'hag grown-over the years,
it hés become increasingly apparent that the viewpoint of
the industrial sector of the Canadiah economy should be

represented when government policy is being formulated."69

The secondary industry sector, particularly manufacturing
and production, is made up of contradictory interest
groups. Largely dominated by branch plant organizations,
theréfgs also an indigenous manufacturin93and;industrial
sphe#e which is in a subordinate and severely constrained
‘pqsi;ion. The Department has been characterized as
mainly'concerned with the trade and commerce sector and
support for export produétion, while the manufacturing
sector status has been that of fhe "junior partner".70
Stegeman’s study in this area found that "officialg claim
that expansion in export markets is the most effective

way of increasing productivity of Canadian industry".7l
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It is also importaht_;o not% that in matters of trade
policy, Stegeman claims that the definition of a Canadian

firm is a question of residence, not ownership, where

preference favours foreign'proauction. The effort is..
towards increasing production in Canada regardless of

>

possible éonstraintsvrecurring fromwfgreign control.

This emphasis on exports is-consistent with_ﬁhe philosophy
that the limited size of the domestic marke;\ponstitufes
a chief obstacle to the deveiopment Qf an efficient
manufacturing industry in Canada. 'This perspective of

the asses;méht of indus&rial ;fowth~i3'a view shared by
the Trade and Commerce departmental section and that of

Y

the Department .of Finance.

ii. Transport - Communications

The Department of Transport was responsible for the
telecommunicafions industry until l969,land telecommunications
was regulated by the Cangdian Transport Commission until

1975; Administ:atively and substantively, the
telecommunications ihdustry was not a matter for great

concern within the Department as can be evidenced from

"the allocation of Departmental resources for its R
éaretaking and from its regulatory history and environment.
The development of the telecommunications industry

proceeded with a rather free-rein. The ramifications

of this environment and self-regulatory latitude will be
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anafysed with specific reference to Bell Canada,  the
- ’ ) Tl ' ~ o - : ) < _
dominant firm'in the'telébommunicatlons induétryaand a

-~ o

major corporate power in the country and w1ll be presented

in a later sectlon. : S : .

.~

The Minister during the period under corsideration prior

=

.

to 1968, was J. Pickersgill (later became'PresidentlofA

% CTC). As the Minister responsible for this sector of-

regul/ted utllltles{ he had taken on a dual role as. ) &

‘representatlve of thelr ‘interests w1th1n governmental

fworkings-as well as his responsibility forfregulatoryl
policy in the public interest. The regulatory,body, the
cTC, reported to Cabinet through the Minister. Thoughvthe
functions of the agency as opposed ta the bepartment differ
in the sense that one 1is regulatlve and the other representatlve,,
the relatlon!hlp between these organlzatlonal units does

not bear antithetical purposes.72 This dual but non

conflictual relationship demonstrates how the notion bf'

the "public‘intereSt" in traditional Capadian telecommunibations
proceedings has been subsumed in the "national interestjﬁ o
Thls relatlonshlp will be analysed with referénce to the -
regulatory hlstory of the domlnantvflrm, Bell Canada,,lﬂ'a

atar ction. » .

'..J

The Department of Communications was nhot created until

1969 after the election of the Trudeau government and

1 .

wnile the satellite issue-was in progress. Established

by the Government Organization Act as a result of the

5 -

~
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Glassco Commission, it was to have the overall respdnsibility -

"for ensuring that all Canadians obtain access td the
rapidly—exﬁanding area of comﬁgﬁication services".73 It
coordinated the diverse activities:of the space progrdm,
giving space research and developménéia home. (Chapman became
Assistant Deputy Minister responsible for the, space program.)
The initial White ?aper p?d been released under the auspices
of'Industry, Trade and Commerce Minister H;n. C. M. Drury,

but the new Department and its Minister, Eric Kierans, tock
over the responsibility<for gsatellites in theﬂfgrthcoming

Bill of Legislation (Telesat Canada Act). The creation

of the new Department reflects its increasing importance

and its no longer suitable position of subordination

within the larger Transport Ministry. It is interesting *

to note that Dcern has characferized the DOC’as a new

aspirant to the level of horizontal coordinating portfolios.74

LY

iii. The Department of Consumexr and
Corporate Affairs -

The DCCA does not play a visible role in 'the satellite
policy story until the final stage; of the regulatory
decision. Its functional responsibility is the marketplace
and economic law, with concern that citizens, be theyff )
;consumers, Fhvestors or manégers, are treated justly and
fairly. The DCCH formally oversees the marketplace in ~’
order to maintain competition. Its pbsition has been

that coréorate’and consumer interests are best served -

' 73

through an "efficient" marketplace. -
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‘This organizational body institutionalizes the

representation of interests of two essentially conflicting and

irreconcilable groups (consumer and corporate interests). Doern
N
has characterized the Department's policies as attempting to

¢

avoid conflicts by emphasizing or revising the Competition Act,

.

Doern's4analysis bears a strategic point with is congruent
with Mahon's perspective on policy when he states that
"reviewing passage of these bills and group positions

~in favour of or against'the bills is one way of understanding

the role of economic power in the Canadian political process."76

5
c. Other Organs and Channels

i. Science Policy Organs

"The Science Secfetariat was legislated into existence in
1964 as a result of the recommendations of the Glassco
Cormission on Government Reorganization, and its creation
has been said-to have marked the first real presence of

71 It was to be

specialists in the Privy Council Officé.
a small, fact finding, analytical group serving in a

staff capacity, withoﬁt executive_adthority, as confidential
advisor to Cabinet, through the internal advisory machinery
of the Privy Council Office. The Sciénce Secretariat was to
pe the day-to-day advisor, whereas the Science Council
created in 1966 and fashioned on the model of the Economic
Council, was to provide long range pf&hning advice. The
Science Council was to be an external policy body with

a direct relation to the Prime Minister and Cabinet.
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The purpose of the Science Council, as stated in the

legislation read by Hon. C. M. Drury, wés to define and

determine feasible long term objectives for science in

Canada, suggest appropriate paths for researchihg them -

and to consider the responsibility of the various segments

of the industrial, academic and governmental communities.

Its capacities were to be advisory only; .it would have

no direct authority over expenditures or budgets of ahy

government department or agency. The Science Council

was to make recommendations concerning:

~ the adequacy of scientific and technological
research and development in Canada;

- the priorities for sciéﬁtific and technological
research;

- the effective development and utilization of scientific
and technological manpower;

- long term planning for scientific and technological
research énd development; k

- the factors involved in Canada's participation in
international science and technology;

- the respopsibilities of government depaftments and
agencies in relation to those of the universities,
private companies and other organizations in
furthering science and technology;

- the status and other information needed (regarding
scientific and technological research and development)

to provide the basis for the formulation of policy




‘on the rolé of sciencé’and technology; and
- the best means of developipg’and maintaining the
cooperation and exchange of informatiopvbetween
the Council and other public or private organizations
concerned with science, technology and its economic
and social aspects.78 ’
It was designed with the intention of being an open
structure which could generate public debate.about science

s

policy.

In its first two years of operation, the Science Council
was hamperedfby its relationship to the Sciencé
Secretariat which created»ar?étructural ambivalence" to
borrow Doern's term. Initiéily the Secretariat served a
dual role as advisory in its own capacity and as the
Coancif's main source of ‘research and staff support.
Hence the Secretariatrwas in a pogition to evaluate the
Council‘s recommendations which it (Secretariat) had
helped to formulate. Further difficulties were created
by the strain and ambivaleﬂce which the confidential

and secretive Privy Council Office environment placed on
the supposedly open and public body of theVCouncil. In
15342 the Council was given a more independent status and

. e .- = £
173 own staifl.

j

the Secretariat and the Council on the formative

Fh

nz role ©

vears was nct-warmly endorsed by the rest of the scientific

a
L
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[
bureaucracy._ The Science Secretariat in particﬁlar
had created dissention in the science community as the
”scientiszf in several agencies viewed the Scretariat

r

in much the same way as the rest of the bureaucracy

views the Treasury Board —;éhat is, with a healthy suspicion".79
The Science Council had its own self-conceptual pgbblems

of determining its role, and as it was considered the
representative of an extrenal "community of interest" it

had difficulty establishing its legitimacy in the eyes of

the internal bureaucracy.

The Council (initially) consisted of 25 members appointed
for three year terms, choéen ffém persons having a'special
interest in science and‘technology, and four associate |
members from federal government departments. (Membership

and committees included 16 government, 24 industry and

27 academic representatives.) Its first Chairman was
Dr. 0. M. Solandt (past executive of deHavilland) and
Dr. Gaudry (Rector of the University of Montreal, was Vice-

-

Chairman.

The early policy role and strategy the Council undertook was

nfluenced by the career perspective and philosophy of the

[wp

Chairman in particular, who believed stronglyA(as did r
‘cther members of the Council) in the conviction that

Canadian science shoulZ be decentralized geographically

and sectorally. As much of "science" in Canada had been
domirnated by the government sector, Solandt strove to

implement a seﬁégigg of the ties away from government

S Sve
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bureaucracy and the style of "pure" research to an
organizational philosophy which was "mission" oriented,

that is, towards applied research and development.81

The Council attempted to define its philosophy on a broad
scope. Deciding that it needed a framework for policy

if it was to advocate the use of SCience‘in_achieving -
national, social and economic goals, it sought to define
comprehensive national goals by giafting non-economic gbals

82 I £

on to the stated goals of the Economic Council. The

‘Science Couﬁcil suffered, acéording to Doern, from the
"fundamehtal'poliéy dilerma ®f central advisory bodies".®>

This was accentuated By the faét that it was involved in

an area of public policy with a great amount of uncertainty

and unpredictability. Combined with its subject matter

and indeteZmimnate time frame, these factors contriguted

“to the Council's problem. in determiniﬁg itsvstfategié role

in specific issues in their political and economic context.
5

ii. Administrative Channels

The use of White Papers, Royal Commissions and Task Forées

is seen as a means of permitting wider forms of political

v

participation under the rubric that policy making should .

invelve public participation. The assumption tHat they

increase the level of participation is a liberal 4&

terpretation which absences an analysis of who participates.

}l
"y

It should not be disregarded that "involvement" primarily>
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remains among the interest constituencies with the
™y I3 "
resourcés and time to participate. An elite representation

H

tends to be broadened, but such devices have limited

La

to the excluded "public domain”.

£

White Papers - ,
_ . Ly
White Papers essentially makg public’ government opinions+

A

on matters under policy consideration. Their purpose

»

is ro'give Parliament information on matters of policy

A

and to test opinions of the House and public. According

to Doerr's study, White Papers were used in 1963-1968
for the purpose of informing Parliament .and the-public
of the government's intentions with respectffo future

84

policy and legislation. Feeling out reactions was

particularly important during those years of minorit?
government due to fhe government's reliance on the Opposition
for political support. Since 1969 they have beén used
with the primary intention of stimulating discussion,
and in keeping with fhe Prime Minister's view of the -
political process as cybernetic, were considered as
interaction mechanisms. The strategic importance of
white Papers as a political tool is that g%ey give the
government éontrol over timing and contéﬁt, of when an

issue is raised and how it is framed. White Papers are

less successful then their symbolic intent, since they

ATY
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lack the channels of political machinery to conduct any

debate with the public.

Task Forces

Task Forces are essentially ad hoc bodies in the policy
process which are less ostentatioﬁs versions of Royal
Commissions. They are established for the purposes of
conducting "expert" inquiries, and are usually initiated

in situations where there are a multiplicity of demands,
intergal andféxternalh to government. The task force concept
was a pol}gy'instrument adopted from the U.S. to combine

the effaité of intellectuals, civil servants and private

¢

citizens in assessing specific guestions. 1In Canada, Task

"Forces can generrally be characterized as the result of

informal executive appointments, reliance on outside

i e . - , e - N - . 85
expertise, inexpansively-funded, and of short term duration.
The critical featu is that unlike Royal Commissions,

they are not required by statute or convention to publish
their reports or make their studies available. Their primary
curpose 1s an informal administrative aid to the executive.
Their function is to gather information which is usually

o

only seen by Cabinet, and they are not considered as agents

.or mechanisms of a "two way communication". The problem

this information tcecl presents 1is that it contributes to
administrative secrecy. and enhances the hegemony of the
Srime Minister's Cfiice over policy formulation. Since

Task Force studies are not available to Parliament, how
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caanarliament, asra.representative institution, play a

responsiblzrrole inwpolicy debate? White criticizes

two features of task fdrces:

- that Task Forces function for the sake of appearance .
-of activity; and

- that their mandate is usually narrowly confined to
specific questions which cannot account  for the
complexities they may be examining.86; .

Hence their recommendations may not be practical in

consideration of the issue in the broader context.

This chapter has suggested a general pat£ern of organization
in the relationship of actors relevant to the satellite )
issue. The structure of relationships presenté a hierarchical
conception but the degree of power between actors is not
"fixed". The key actors and their relative influence

will be examined in the following section as the process

of policy-making proceeds.



- 82 -

FOOTNOTES AND REFERENCES

CHAPTER THREE >

1.

2.
3.
ff'/
/
4.

Beigie, Carl, E. "An Economic Framework for Policy
Action in Canadian Telecommunications" in English (ed.)
Telecommunications for Canada, Methuen, Toronto, 1973,
p-39.

Department of Communications, Instant World: A Report
on Telecommunications in Canada, Information Canada,
Ottawa, 1971, p.l36. i

There have been suggestions of two variations to alter
this, to integrate both systems as a national network
for long-haul transmission functions, or to increase

the number of suppliers by removing barriers to entry.
D. Smythe had proposed a. Crown corporation to provide
the long-haul transmission function, allowing specialized
services to be the competitive sphere. See the
Telecommission Study, l(e) Relevance of United States
Regulatory Experience to Canada, p.189 (Ottawa 1971).
English has stated that the effectiveness of proposing
nationalization has been a beneficial incentive to the
behaviour of the existing firms, but sees its usefulness
only so far as it remains a threat which never actualizes.
Can. Telecommunication Problems and Policies, p.22.

Both Beigie and English contend that flexible policy
guidelines should prevail so as to accommodate changes
in technology, and that with the appropriate policy

and regulatory environment, there could be increased
competition in the supply and use of specialized
telecommunications services., Telecommunications for
Canada, p. 36, 196-203.

Phillips, Charles, F. "Increasing Conflict between
Regulation and Anti-trust", Public Utility Fortnightly,

"January -7, 1971, p.32.

DOC, Telecommission Study 2(a) Canadian Telecommunication
Industry: Stucture and Regulation (W. D. Gainer),
Information Canada, 1971, p.5.

CRTC estimate based on CN/CPT data submitted in CN/CPT
application for network inferconnection.

nadian Telecommunications Problems
nglish (ed.) Telecommynications for

English, H. E. "C

and Policies" in
Canada, p.l1l5.

a
=

Pinancial Post 303, Summer 1976, p.l6.

Ibid.,




10.

11.

12.

13.

14.

16~

17.

13.

19.

[N
{9

- 83 -
Beigie, "Economic Framework", p.73.

McManus, John, C. "Federal Regulation of Telecommunications
in Canada", in English (ed.} Telecommunications for
Canada, p.417.

Beigie, "Economic Framework", p.72. See also Instant
World, p.69. ’

Ibid., p.98. Instant World, p.74-5, 199, 201l.

Ibid., p.72-3.

Ibid., p.73. See also Instant World, p.69.

Telecommission Study 2(a), p.5; Instant World, p.69,
75, 156, 201, 216.

Beigie, "Economic Framework", p.98; Instant World, p.201.
In the latter, this arrangement is referred to as the
"Grey Group".

Telecommission Study 2(a), p.3. .

The description of TCTS is compiled from:

CRTC Documents (1977). Testimony before the CRTC on
Telesat's application for approval of Telesat-TCTS
Agreement, Vol,II-XVIII. re TCTS organization and
procedures, see Vols., II ~ 290-97, vol. X 1737-1800,
Vol., XI 1858-1911, 1945-2000, vol. XII 2110-40,
2160-2293. -

DOC Telecommission Study 2(g), Description of the
Canadian Telecommunications Manufacturing Industry,
Information Canada, Ottawa, 1971, p.4-10.

Ibid., p.21-24, 25-30.

bid., p.1l0.

o}

Y. 0. Marguez, Address to Canadian Manufacturing
Association, Gloke & Mail, Toronto, 7 June, 1972, B2
guoted in Clement, N. Continental Corporate Power,
¥McClelland and Stewart, Toronto, 1976, p.20. See
also Science Council Special Study #22, Section III,
Research and Development, Technology and Innovation
in the Subsidiary.

Instant World, ».73, 106, 111, 200. For example, see
Bell Canada's subrission to the Royal Commission on
Corporate Concentration, For discussion of the issue

in the Canadlan context, see Bgigle, Economic Framework,




25.

26'

27.
28.
29.

30.

31.

32,

Lo
(98]

(%]
e
«

L)
(8]

L)
[haY

- .

- 84 -

p.9%91-100. The Combines Investigation Branch of
Consumer Affairs has been investigating the Bell-
Northern relationship along with other aspects of the
telecom equipment industry for -the past eight years.
No conclusion-has as yet been announced.

For the other side of the argument, see further
testimony before the Restrictive Trade Practices

Commission as mentioned above. For discussion of

U.S. experience, see Irwin, M. and Trebing, H.,

"A Survey of Problems Confronting the Communications
Industry in the United States, in Telecommunications
for Canada, p.214-52 at 236. Also Instant World,
p.199-202. :

Bell Canada submission to Royal Commission on Corporate
Concentration, reprinted in Rea & McLeod (ed.)

Business and Government in Canada (2nd ed.), Methuen,
Toronto, 18976, p.237.

Telecommission Study 2(g), p.41l.

Ibid., p.37.

Beigie, Economic Framework, p.98.

Science Council of Canada, Special Study $22, December
1971. The Multinational Firm, Foreign Direct Investment
and Canadian Science Policy, A. J. Cordell, Information
Canada, 1971, p.51.

Chapman, Forsythe, Lapp, Patterson, Upper Atmosphere
and Space Programmes in Canada, Science Secretariat,
Privy Council Office, Ottawa, 1967, p.46-7
(hereinafter referred to as the Chapman Report).

"Hot Race to Build Satellites", Financial Post, 30
November, 1968, p.7.

Ibid,

Telecommission Study 2{g), p.25-30.

Chapman Report, p.39-41.

Chapman Report, .38, Science Council of Canada
Report *l, A Space Program for Canada, Queen's Printer,
Ottawa, 1567, p.27.

MY - - 4
Chapman Regort, D, 40.



38.

39.
40.
41,
42,
43,

44,

45.

46.

47.

- 438.

49,

Park, Frank & leble, Anatomy of Big Business, moronto.
1962, Progress Books, p.46.

Chapman Report, p.42-44.

Findﬂcial Posqvgorporations Service, Toronto
Combines Commuriications Ltd., September lO, 1976

Spar Aerospace Ltd., Annual Report, 1977.
Chapman Report, p.51-2.

Financial Post Corporations Service.

Chapman Report, p.44-5.

Doern, G. Bruce, The Development of Policy Organizations

in the Executive Arena, in Doern & Aucion (ed.)
The Structures of Policy Making in Canada, g.%4Iw—

See Doern, Ibid., p.71; also "Horizontal and Vertical
Portfolios” in Doern & Wilson, Issues in Canadian

Public Policy, p.316. Rejecting the notion of an

"inner" Cabinet, see Robertson, Gordon, "Changing Role
of Privy Council Office", Canadian Public Admlnlstratlon,
Vol.1l4 mo.4, Winter 1971, p.495; or chks, Michael,
"Treasyry Beard of Canada and its clients”, Canadlan
Public Administration, p.187. ‘

VDoefn,7"Policy/g;ganizations", p.73. -

i

See Szablowski, G. J. "The Optimal Policy Making

System: Implications for the-Canadian Political Process“
in T. A. Hockin (ed.) Apex of Power, Prentice Hall,
Toronto, 1977; also see Doern, "Recent Changes in

the Philosophy of Policy Making in Canada", Canadian
Journal of Political Science, No. 2, Vol.IV, p.254-260.

Government of Canéda, PPB Guide (rev.ed.f, September,

1969,p.14.
N

. A
Loern, "Policy Organization", p.39-42.

Szablowski, G. J., "Optimal System", p.l40. Szablowski
notes the move had no formal announcement. The
Treasury Board issued a Press Release, January 26,

"1967 which received little if any cr 1 attention.



.52,

56.

57.

59,

. 60..

- 86 - | AN

' See Szablowski, "Optimal System"; Doern, "Changes -

in Philosophy of Policy Making", p.254-260;

Robertson, "Changing Role of PCO", p.489-91; also
Robertson "Canadian Parliament and Cabinet in Face .
of Modern Demands", Canadian Public Administration;
Vol.VXI, Fall 1968, p.272-9.

Johnson, "PPB and Decision Making", address: delivered

June 18, 1970, Conference of Soc1ety of Industrial
Accountants in Toronto, cited in Szablowskl,
"Optimal Systems", p.l1l40. :

koﬁertson, "Changing Role of PCO", p.488-91; R
Doern "Changes in Policy'Making", p.254-60.

Doern,- “Pollcy Organlzatlon" P 39—42

.Doern, "Changes in Phllosophy of Pollcy Maklng

p.243-50; Szablowski, "Optlmal Systems", p.135- 6 B
see also PPB Gulde - S e

Canada, House of Commons Debates, March 5, 197Q~
p.4423-4. A ‘

Doern, "Policy Orgéni;ations",—p.éln
Robertson, G. "Changing Role of PGO", p.500-506.

See Johnson, A.W., "Treasury Board of Canada ‘and
the Machinery. of Government in the 1970's", Canadian

~Journal.of Political Science, Vol.Iv, No. 3, September .

* 1971. _See also Hicks, M. "Treasury Board"™, p.186;

6l.

62,

White, W. L. and Strick, J.C., Policy Politics
and the Treasury Board in Canadian Oevernment, . N
Sc1ence Research Assoc1ates Ltd., Dorr Mills, Ontario,:
1970 : : .

,‘White and Strick, Pelicy, Politics and Treasury Board,
"p,3-4; Johnson, "Treasury Board and Government",

p.348-50. . o LT . Y

Doern;'"Pollcy Organlzatlon r p.69-71; Johnson,

- "Treasury Boarq and Government ’ p.3SO.

\1

.,ﬂDoe;n, "Changes in Phllosophy of Policy Maklng

©.249; also Steve Langdon) "b Liberal Partles

" Who's Whe', Weekend Magazine, February. 25, - 1978;
_Doern and Dhldd Politics and Management "of Canadian
-BEeconomic PO%iﬁ?y MacMiliamn, Tbronto, 1978, see -

append1A C, p.568-69. R. B. Blyce should alsc . be
included among these official who .are. most .often
mentioned as powerful and ;nfluentlal senlor ¢ivil
servants. .




64.

€5,

L‘.‘-A Nusmr—

66.

B " & - . o -
- .-

- : » . - 87’,—
Robertson, "Qhanglng Role of the—PGéﬂ " on development
of the*committee system, see pages 489 91; -also in .
MCanadian Parliament and%Cablnet in Face of Modern
Demands ;7 at p.272-7, _

: : T : )
Kernaghan,“"Responsible Public Bureaucracy: - A
. Rationale and Framework for. Analysis", Canadian
~ Public Administration, Vol.16, 1973, p.573.

Doerﬁ,,"Horizontal and Vertical Portfolios”, for his

ggbnupdated comments see Politics and Management, p.92-3.

67.

68.

" 70.

*71.

-72.

73.

74.

Mahon, "Canadian Public Policy: The Unequal Structure
of Representation”. > .

. Doern, "POllCY Organization", p. 48

Address to the Annual Meeting of the Canadian Textile
Industry, reprinted in the Canadian Textile Journal,
June 1964 P. 38. -

‘Mahon, "Canadian Public POllCY' The Unequal Structure
of Representation", p.176-82.

Stegeman, Canadian. Non-Tariff Barriers to Trade;
sponsored by Canadian Economic Policy Private
Planning Assoc1atlon, Montreal, 1973, p.36-7.

Janisch, "The Role of the Independent Agency".

Department of Communication Act, RSC 1970, c.C-24,
Organization of Government in Canada, Canada, Ottawa,
January l975 p.801. ~ ‘

Doern and Phldd, Politics and Management, p.92-3.

75.% Ibid., p.416. The determination of an "efficient"

76.

marketplace and the role of competition have important
implications for economlc policy given our economic
structuret. These points will be discussed further in
follewing sections on the explanation of a historical
rationale.

Ibid., p.419, 445, 448. Doern and Phidd have relegated

the DCCA to that of "administrative reépon51blllt1es“
Its functional role.is not-conceived of as being a
priority influence in determining economic policy.

In relation to Mahon's thesis, this congruency of
opinion is significant when understood in the context
of-our economic structtire and power relations.

0

&
’



BN

fé'ss,-:-‘ég ’
77.. Doern, "Policy Organization", p.48.
T ,»'\“ : : .
78. Science Council of Canada, First Annual Report, Ottawa,
Queen's Printer, 1967, p.26; see_also,.Canada, .
House of Commons Debates, 27 Parliament lst Session,

p.2841: . :

79. Doern, "Pressure Groups and the Canadian Bureaug;a6§{\\\
. Scientists and Science Policy Machinery"”, in

‘Kernaghan (ed.), Bureaucracy in Canadian Government,
Methuen, Toronto, 1969.

80. Doern, Ibid., p.115-18; see also Doern, "The Role of
* Central Advisory ‘Councils - The Science Council of
Canada", in Doern and Aucion, Structures of Policy
Making in Canada, p.248. '

8l1. Science Council Annual Report, 1967, 1968. Also
Science Council of Canada Report #4, Toward a National
Science Policy for Canada, Ottawa, 1968.

82. Science Council Repbrt #4, Science Council Annual
Reports, 1967, 1968. '

83. Doern, "Science Council", ‘p.260.

84. Doerr, A!D., "Role.of White Papers", in Doern and
Aucion (ed.)} Structures of Policy Making in Canada,
p.279-203 (184). )

‘ : c . . .

85. Wilson, V. Seymour, "The Role of Royal Commissions
and Task Forces", in Doern and Aucion, Structures-of
Policy Making in Canada, p.l22-6.

86. 1Ibid., p.l124-5.

T



CHAPTER FOUR - CONTEXT ' ' :

‘1. SETTING THE STAGE

The perception of a necessity to create a policy arises
out of specific economiéal-political-social conditions.
Attention was drawn to the issue of tﬁe usage and control
of satellite technology by its uniquevcharacteristics

'and ﬁhe iﬁplications they fbstered for its implémentation.
A satellite system Qas perceived as threatening of
advantageous, depending on the interest group. The
governmental spokesman for»these interests,liﬁ instigétiﬁg
a policy proposal: crossed depaftmental_fesponsibilitigs

and policy formulation exceeded the traditional policy channels.

First it is necessdry to acknowledge the characteristics
of the new technology in order to explain why it could be

perceived as a threat to the traditional telecommunication

A

facilities operators. The potentials of the hardware

) take on a particular significance given the political

L ¥

climate and ec¢onomic concerns of the time period in which

Y ~

‘the technology’is. heralded.

B d

a. Hardware

The transhission of signals via satelliteée affords certain
" advantages over land-based systems. The significant
difference and inherent advantage of a satellite system

are that costs are independent of distance. Also, since .

the transmission from the space segment can cover a large
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portion of the hemisphere, distributing signals point to .

point or to multipoint, the earth segment or g£3329¢
stations of a satellite system will determine the
sy;teﬁ's capabilities. The space segment by nature of
its function, is a two-way system. Ground stations
can be désigneé for general purposes or specialized
functions. They can be to receive or traﬂ;ﬁit only,
or perform both Lasks, for the carrying of signals by
analogue or‘digital techniques for the transmission of

voice, video or data. X

[

e
The log;tion of the earth station can be an important factor.
The ‘closer the ground station antannaes are located to
the originating transmission and end-reception points,
the greater the economic advantage. Services destined
for ﬁrﬁan qentfes are currenti&’received and transmitted
at‘ground stasaqﬁs located outside the urbap core (due

to congested air waves in population bentfes).r Acceésing
the satellite theh requires facilities (usually the
telephone companies') from the urban core to tﬁé\ground
station. Recent developments in designing the satelliﬁe
sfstem to use a different (higher frequency) bandwidth

of the radio spectrum to avoid frequency interference,
allow the antennae to be placed in close proximity to

the ena points (e.g. roof top antennae). These changes

eliminate the need for "back haul" facilities and therefore

reduce costs for the users of the satellite system.
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Further developments in the design and eapabilities

of satellite systems increase its potential advantages
over current microwave and cable techﬁologies. (Note:
Fibre optics are being developed, particularly Hy the:
telephone companies, as an innovative feature;combatible
with their established facilities;yhich would drast}cally
improve capacity and capabilitiesgsuitable to cable
hardware.) 7

-

b. Usage - Implications

The hardware of avsatellite system can be integrated
with existing facilities or developed for services
séparate from existing communication services. How
it is used will determine the potential nature of the
threat the technology harbours. Satellite usage has
so far necessitated a depeqéghce on integration with
the, telecommunication common*éarrier facilitieg, as
thé role of the satellite system has been that of a
medium for carrying and distributing signals. Due to
the fact that a variety o? telecommunication services
requires access to“the end facilities traditionally

controlled by the telephone industrf, interconnection

of the systems is crucial to the functioning of the

satellite system. The telephone companies' position
on interconnection will be determined by the extent of
the perceived threat of the relative competitive or

complementary role of satellite technology. Since
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telephone or data services, for example, require access
to the switching and local loop distribution and end
facilities of the telephone companies, policy and
regulatory decision-making will be responsible for
structuring the nature of competition in the telecommunications
market.
Communications sdtellites offer én attractive alternative
to land-based sYstems for the provision of long haul
transmission of pdint to point services with telephone,
telegraph and computer, and point to multipoint for
broadcast services. Innovative technologies are
attempting to defy the ‘preserve of the established
institutional structure. For instance, the .significance
T~ . ~
of a communications satellite operating in conjunction
with cable television operators is evident from the
following proposition: kf
"Suppose that the existing over the air P
broadcast facilities and the existing land i
based telephone and telecommunication
facilities including microwave and coaxial
cable components were to be eliminated.
Then using cable television and communications
satellites the same services now provided
might be perfdrmed, probably more

efficiently and cheaply than is the case
at present." 1

Cable television has already disrupted the staid
institutional structure of the telecommunications and

broadcasting industries. It has the technical potential
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to provide an alternate means for conducting the
switching and pick-up and delivery functiQns of both
- broadcasting the telephone/telegréph services. The
jﬁrisdictional battle over the effective control of
the technology hés created an institutional strugglé
between the power base of the established structure
(telephone companies) and thg purveyors of-the new
technology of cable £elevision systems. For the time
being the economic power base of the common carriers:

is the dominant force.

Central to the nature of the threat inheren; iﬁ the new
technical systéms,is tﬁerinteérgl relationshi? yvet to
be forged of the dynamically growinélindustryiof data
processing and transmission.. Thé“new“éérvices offered
by the computer industrj are increasingly depenaént
upon communicationvlines. ‘The controy;rsy is;fbrming
as to who has the right to cbﬁtrol the terminals, their
interconnection With existing systems aﬁd be ﬁhe
transmission’provisioners. As information transfer by
networking increases, the common carriers are exCeedinély
relictant to relinquish control over such a lﬁcrative
sector of the -economy. lSo far they have been aided by
policy stipulaﬁions which have restricted entr?'toirr

anything of the form like that of the specialiied common

a -

cdrriers in the United States, and aré only currently
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'resolVing the interconnection issue between Trans
Canada Telephone System and CN/CPT, a decisiol which

o

will clearly set an important precedent,

In an economy often characterized as shifting from a
manufacturing orientation to a service orientation, a
transformation described as entering the post-industrial
economy phase, with estimates that place 46% of the
United States GNP associated with information transfer
and processing, control over the informational tecﬁnblogy is a
powerful tool. Dr. Manley Irwin has ‘remarked:

"A key development to this transformation is the

movement toward a knowledge or information

oriented economic system. To the extent the

economy becomes cqmmunlcatlon dependent,

communications wil}l play. a crucial, v1tal and
critical role." /2

«/ '
/

!lf

Therefore, the institutional structure of the communication
‘industry is cruéial to defining power_relétionships in

an information-based economy. It is not surprising

then that‘there'were;qpntrovereiel implications
regarding the eﬁtiy ef,satellite'service to the market
dominateé by £he existing telecoﬁmunication inStitutions.
It raised questions such as:.aIs the role of the new

" technology to be used competitively with'the existing
fac111t1es or is it to be compllmentary to them or
rather subserv16nt° Who will control the technology,

thereby deflnlng its uses? Is the new technology to be
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S

directed by established arrangements'and distribution
of economic and political power ihherent‘iﬁ.thosé
arrangements, or are institutional arrangements. going
to be determined by new technological conditiqﬁs?j @Qﬂ

A N
‘The process of decision-making in policy and regula£iqu;u_.“
will determine the criteria of the market structure r

and thereby the power relationships of the economic

forces in a post-industrial society. As Dickson has said: -

"Technology does not just provide in its
individual machines the physical means by
which a society supports and promotes its
power structure, it also reflects, ‘as a
social institution, this social structure -
in its design.. A society's technology can
never be isolated from its power structure,
and technology can thus never be considered
politically neutral." 3

o

The introduction of satellite technology had to face each of

these questidhs and their implications.Though tech?ically,
satellite services seem integrally related to telecommunication
systems, the issue to be determihed was controi. The Rerceptioh of
the technology as a threat to the established industry structure

is én understandable rationale for the telecom firm's |
reservations. But the potential advantages of the new

technology prompted support from the science community and
associated manufacturing sector, and potentialvusers, to implement

=

the satellite system.

c. Developmental Efforts

Early developments in Canadian experience with satellites
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provided impetus for the idea that Canada should develop.
aVcommunicetionsosatellite system for domestic purposes.
Canadian ferraio and demographics seemed particularly

appropriateafo} the applicationyof eetellite technologyﬁ
The potentials of the developing technology carried with

it high expectations’and the emotional appeal of the "new

spector of the space age" should not be underestimated.

_»Satellites were hailed with revoluntionary zeal to be the

answer tofmanyiof the nation's ailments; The political{
social and economic oiimate generated-enthusiasﬁjfrom
various interest groups, such'that the issue of satellites
was perceived as important by others than those.affected '
withih the traditional telecommunications industry structure.
The‘Canadian common carriers had had limited imput into

the early stages of technical development. Canadian

involvement in spacepresearch had grown out of international

commitments to satelite development.

—

Within a year of the U.S5.5.R.'s launching of Sputnik I

(1957), the U.S. joined the space race by launching

Explorer I and creating.the National Aeronautics and Space

' AgenCY'(NASA) for intensified developments of experimentai

space technology. 'By 1960-1, with enoouragement,fromk

»*

President Eisenhower;for private enterprise to-.develop

and adopt satellites for commercial purposes, the U.S.
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Bell’System's'LaeratorieS'launched Echo I and later Telstar. .

Although Bell had develeéed the first commercial satellite
in orbit, its early technicalVcharacté%istics appeared
uneconomical. IE was the Syncom series (1963-4) developed
by‘Hughes Aircraft (adapted for Intelset) whieh demonstrated
thé advantages of a geostationary satellite for cemmercial
purpeses, CaﬁeaafhedrﬁarticipatedAin a joint experimental
research program with NASA.

-

‘in_l962 in anticipation of. a global commupications system,
Comsat was formed to represent the U.S. ‘&his was. followed
by the establishment of therlpternetional Telecomﬁunication'
Consortium (Intelsat) in'1964 to operaﬁe é glohal system.
Canada had aléé entered the Intelsat agreement represented

i

by the COTC (now Telegiobe).

»éanadian écientific research, involving the development efv
- space technology for upper atmospheric study, had been
underway - for -some 20 years, largely under the conduct:of
the Defense Research Board. Developmental efforté were
7"compoﬁenrs of the jelster end Relay I (NASA satellite) were
designed and built*in;Canadarby fﬁe Defense Research Board.
It -was the Alouette-Isis program that aroused considerable
inﬁeiest, since these satellites were:built eh}iré1y5in
Canada éDefense‘Reseérch Telecommunication é;géblishment)
iand launched by NASA: ~The joint experimehtai program

with NASA was agreed to mfter the successful launching
oo . ’ By .

-
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of Alouette I in 1962. ' "One of the conditions made

- . by the Government of Canada was that Canadian industry

should be brought into this program to the fﬁlLest
extent possible in order that by the end of the program
a skilled industry should exist in Canada for spece—v
craft development“.4r A special Parliamentary vote was
provided to fund the program through the Defense .

Research Board.

it Was on the basis of the Alouette-Isis aﬁaﬁground
station experimental program that the eventual proposal
for a domestic satellite program was defended with
respect to having confidence in Canadian scientific

capabilities.

R.C.A., deHavilland and Northern Electric and other

companies, including Computing Services of Canada, had

contributed to the Canadian space program, as did a ‘

large part of university research, By 1965-1966, the
year's figures for expenditure in space research projects
was about $30,000,000. $17,500,000 was federal government
expenditures, $4,500,000 from the United States
participation, and nearly—$6700070007was—spent.bywindustry.
’By 1966 the reseaich,and develapment;sectorsmof,m,,
government and industry were heavily invested in a
commitment for the usage of setellites for commercial
burposes. The need for developing a market for Canadian

s ¥

-

6

N Rl
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a

expertise in Predﬂetsé?ﬂd personnel for satellites - -

was gaining support.

“studies of the national economic etructure and of the
economic prospects were directing. avten ion to the natlonal
guestion of developing an industrial strategy 7 There

was an expressed need for the promotlon of a secondary S
industry capacity in the manufacturing sector.
Techn?ﬂoglcal innovation was conSLdered a key factor

in an ﬁndustrlal growth strategy.8 Satelllte

technology, an area in which Caneda was gaining

recognition and proving capabilities, was promoted by

the scégntific community and the aerospace manufacturers.
It also became a claim for national identity. Technological

progress was seen as a promotlonal tocl for unlty and an

¢
aid to reversing the "brain drain® of young skilled

Canadians to the United States.

d. Contributing Concerns

Other issues wereralso contributing to the national
climate of the time and affected the early development of
satellite policy.

After Diefenbaker's victorious campaign slogan of __
“northe:nivisiois“, northern development had become _
analogous with taming Canada's last frontier. .
Connotations of the north tend to an economic, as much

3

as geographical, interpretation, as it is often used
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 syncnymously with that which is undeveloped and’
correspondingly designates much of the vast territory

4

vabocve the southern east~-west band of Canada'&

population and base of economic activity.

e west
ad, been exploited for development of thgyeast, so was

. s
the north sought for the enhancement of the economic

o g

base of the south, and particularly the multi-national
Tt .

corzorations' rescurce extraction industries. As the

= g

transcontinental railroad had aided an earlier period

X .
c¢f economic develcpment, sO now were telecom facilities

sought for fostering economic growth.
"Telecommunications are an integral part of

the economic 'infrastructure and are

essentially vital for a region of slow growth

as their availability can compensate for some

of the physical disadvantages of location in :

such a region." 9 - A .

National ildentity andéd national unity had become a
. . &

B . 2 .
preoccupation as Canada was approaching her centennial,

with the guestion "Who are we?" as the national pastime.. -

The American giant wa% not considered quite so

comfortable to be sleeping beside anymore. It wasra‘

S

time for re-examination of what it meant "to ‘be Canadian.
Z &
5 .
There was growing Givil‘ﬁirest in Quebec and strong
-2 . : . - . .
movements for Quebec nationalism. The Royal Commission

on Bilingualism andeiculturalism had been initiated

ians were grappling with their dual mational

o
£
O
[\1]
Jon
fu
c)l
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Satellites were considered a technoloé%cal marvel

which would bind the nation by facilitatihg communication

-~ B

and two-language broadcasting services across the land.
. * . £

A united Canada was considered a protection of identity.

It was a technology which tended to be viewed in an,

idealized capacity as a political tool. The - issues of

2

the time had set the stage, the parts for tze players

were related to their interest in the issu and their

~past experience. The possibilities of the script held

a diversity of appeal to the numerous interest groups,
forcing the issue of satellite polic} to be considered
beyondqthe scope of the traditionally defined role of
relétionships Between the telecom industry and the
governmeﬁt sector responsible for its regulation and
direction. And, from that, the policy making process
took on a unique character. Policy formulation took

place outside the establlshed departmental pollcy

‘channels and regulatory framework.

2. SETTING THE POLICY PROCESS IN MOTION
The interests represented within the. process of

policy formulation were beginning to bare\their constituents.
Because of the interpreted significance of the new

2
technology, a variety of interests were seekind a say

in how a proposal to deal with it could be organized.
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#31n spite of the rapidly increasing investigatioh in

»

space research by the early sixties, no common

objectives for Canadian activities in this area had

been defined The scientific efforts had been fragmented

between several departmeéents ahaﬁagencies of the
government, universities and some sections of industry.
The Royal Commission on Government Organization
(January 1963) had called attention to this lack of
coordination and suggested that it be consolidated into
a single agency.lO However, it made no specific
recommendation as to the appropriate agency. It was
noted by the Commission,' ough, that the Department of
Transport should not be ;:§;;>Eged to set up its own
facilities in response to consolidating space research.
Space technology was r;élized as an issue which entailed

considerations beyond the confines of the vested interests

of the existing telecom structure.

-

)

The common carriers being interested in the advént of
satellite technology, sought to engage in activities

which would influence its potential development. The
Ministry of Transport,>the federal Department responsible
for their sector, represented the common carrier's concerns

Ll

in the ensuing governmental discussions.
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i. Private'Inferests
Bell Canada was the first of the Canadian telecommunications

carrier% to express interest in the potential applications'

of satellite technology; and mo;ed in the direction
of staking a claim for the course of such development.';
In the spring of'1966, Bell“Canada applied to the |
Depertment of Transport for Iicensing two experimental
ground stations capable of telephone, data,stele?ision

and broadcasting services to northern communities.

Bell's mandate for servicing northern regions, a potentiai
benefactor of satellite technology, was the basis for
Bell's application. Bell's proposal included that

Northern Electric would design the ground station with

- research and development financed by Bell. Bell's
application was supported by the Minister of Transport.
In a memorandum to Cabinet on the'issue of ground station
ownership, the Minister expressed the following: |

"On the whole, given the present domestic
common carrier pattern, it appears that we
should permit the major domestic entities to

"provide their own ground stations if they
so desire, so long as the federal government
retains control of access to satellite
circuits through licensing under the Radio
Act. This would mean that either the TCTS
group. or the CN/CP group, or both would be
permitted to provide ground .stations if
they so desire for domestic purposes only
and subject, of course, to the necessary
clearance on technical planning w1th the
Department." 11
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As there was no government department or agency
directly responsible for the new technology, the
applicatioh was heard by Cabinet and the intef—departmental

committee. - The licences were approved by Cabinet in July,

1966.

Also during the summer of 1966, the Science Secretariat
of Privy Council commissioned a technical study under

Dr. J: H. Chamen, Upper Atmosphere and Space Programmes

in Canada (released‘February-l967).
- _ ‘
Bell submltted a brief to the Chapman study -in September 1966
‘ﬂ&yhlch suggested the pr1nc1pal appllcatlon of a domestlc |

R [N

satellite communlcatlon system should be to extend
b Y

reliable communlcatlon service to the north, whlle taking
a more cautious attltude to applylng the technology to
-the southern eastfwest market. It was Bell s position
that only the established common carriers4could~adequately
meet the criteria for fmplemehting a domestic satellite
system in Canada. This brief inciuded the suggestion that
satellite communication techniques should be introduced

in an "orderly manner" so that possible dislbcatiens'of
sources of revenues to common carriers may be minimized

and consequent penalties to the public at large avoided.12

The concern for non-disruption of revenue flows indiqstes

the possible reluctance of the prairie provinces to



endorseva satellite system. The prairie provinces'~
telephone systems were heav1ly dependent on revenues

from toll trafflc routed through their mlcrowave

facilities, and hence not amenable to jeopardizing

that income. TCTS attempts to malntaln a unified approach
W1th1n its membership, and Bell as a légder of that
association, reflected that position. The concern‘for
penalties to the public'is indiCative of the regulatory
_;system Whlch allows cost penaltles to the teféphone
conpanles to be dlrectly passed on to the consumer. A change

in- the flow or level of revenues would ‘likely be accounted .

for by adjustlng the rate structure

In November 1966, Niagara TV, in connection with Power
Corporation'and R.C.A., reacting to What was seen as

a profitable future oriented industry, sought a piece
of the action. They applied for the licensing of a neﬁ
teleyision national network which envisaged a satellite
corporation for distribution purposes.l3 The proposal,
.introduced into the Canadian context the U.S. debate
regarding the development of domestic satellite systems
on the issue of whether the system should be designed
for multipurposes or for dedicated services and how

control of the industry should be structured.

Shortly after the move by Power Corporation, the Minister
of Transport sent a memorandum to Cabinet regarding

the development of satellite communication (November 1966).
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In it the Minister re;ommended that the interdepartmental
committee on telecommunications be authOrized to develop
poiicy recommendations reiating to ground station
ownership of a satellite system used for domestic
communication, and ;t the same-time that "consideration
of issues regarding ownership of the spacefségmenﬁ be
postponed pénding clarificétion of Unitedetates policies
and completion of technical studies then underway in

14 By implication, this raised the possibility

Canada".
‘that initially satellite spaces for domestic communication
might be leased (presumably on Intelsat system; rather

than being part of‘a'fully—integrated domestic satellite

system. Again this position was consistent wfﬁhﬁgell's.

Bell's submission to the ‘Science Council proposed that the
leasing of satellite space initially followed by ownership
(whether independent or Jjointly with other common carriers)
‘would appear to be the most suitable evolution. The
submission also included a strongly expressed preference
for the industry retaining ownership of the ground
station.15 COTC had also favoured the possibility of
leasing channels for domestic purposes from Intelsat.16
Tﬁeir preference had likely anticipated that COTC would
manage such an arrangemeht like their U.S. counterpart,

Comsat. However, for COTC to enter the domestic scene

would require an amendment to COTC's charteri—
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" ii. Internal Influenées

Following the initial Cabinet discussions regarding

Vthe Minister of Transport's memorandum, Gordon Robertson
of the Privy Council Office prepared for Prime Minister
Pearson a confidential memorandum oﬁ<:;;25e Satellite
Communications Systems for Domestic Use in Canada'".

This was submitted to the Prime Minister in February

. and circuiated to Ministers for consideration prior to

their March meetings.

Robertson's)memprandum was critical of the approach

taken by the Minister of Transport on the separation of
issues with respect to the earth and space segments.

He claimed that the:highe§t priority should be given

to the dévelopmenE éf an overall and coﬁprehensive policy
on satellite communications. Robertson was most

enthusiastic about the potentials of the new technology

E)

for the Canadian context.l7

"The mind boggles at what this means for a
country like Canada where- communications ‘
over vast uninhabited distances preferably
in two languages are obviously essential
and have always been a source of enormous
expense."” 18 ]

The economies to be achieved with the technical capécity
of satellites being independent of distance and the
.capacity that»could'be‘provided for telecommunicatibd

services were proffered with technological idealism

.
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as an opportunity for Canada, "far greater than the

other communication systems of the past ever envisaged".

But Robertson was also aWare of the threat postulated

by the poténtials of the new technology to the established
industry and was skeptical‘of the role such vested
interest should be given by tﬁe policies adopted;

"There is no doubt that by making older
technology obsolescent for some purposes,

the satellite threatens the position and

even the survival of the companies whose
operation have been based on these
technologies. - Canada must avoid domination

of its communications from abroad, by '
American public and private interests, and ,
at home by such commercial giants as the

Bell Telephone Northern Electric complex." 20

In March 1967 Cabinet passed over the recdmmendations of
the Transport Minister and instructed the Interdepartmental
Committee on Telecommunications to report not only on
issues of;ground'station ownership but’on questions
relating'%OZEhe‘space segment as well. The‘Committee
membefship wasvexpanded £o/includé repieséntationffrom

the Science Secretariat of the Privy Council Office,

Y

Cabinet Secretariat of the Privy Council Office, External
Affairs and the Registrar General.
t

While awaiting a government response; the common carriers, -

-

TCTS and CN/CP) pﬁt forth a joint application’ for
ownership of a domestic satellite system, and'whiie,
N ,
government deliberations continued, other proposals T
.o ' — :

x
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were in prepé;ation, (R.C.A. éﬁbmitted a bid for 6peratién L
of"a‘sateilite s&s?em»in.September i967, and Northern
Electric did sovin;January 1968.)22 - Committee dlscussions
wéfeAstill grappling wéth'the fundamentals of whét»fhe
system_could do énd how‘it shouid operate, and therefofe
weré not in a position to accép£ specific applications

-

for ownership.

The Interdepértmental Committee, with its variéd
o répfesenﬁé?ipn(of interestsi’%aé responsible for weigﬁing,
the EOhtending opinions, fbé stakes in the issue were
condﬁg'into focus. ‘
A geport prepared for the Science Council released in
July of 1967 entitled¥“A>S§ace Programme for.Canada",
'had ngt been Synonomous with the Chapman Report for the
Science Scretariat.
The‘Chépman.Report was lafgeiy a technical repért;
based on tﬁé views of the intérestedAtechnicaizcommunity;
Tﬁe Sciehce,Counciljhad taken a broader policy oriented
rapproach,fénd where the ChapmaniRepdrt‘reflected the
views oficertain,vested intérest; like the established
£elecamﬁﬁnications carriers in respeqtfté‘satellites,
the, Science Cbunci; saw the development of saﬁé;litesrr “

“in terms of a dynamic and important opportunity for a
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: broad;based Canadlan sc1ent1f1c endeavour exceedlng ' R

the vested 1nterests of common carrlers in the

telecommunlcatlons lndustry. The Science CouncilA

stated that: "It is very important to.recognize that

- “ac ) ’ et o . C N
the interests. involved are much broader than those ’
of , the telecomQUnicationTindﬁstry.“23

Y

The Science1CouhcilYS’recommendations represented a

~

strong space 1obby of the scientific-and indus®rial -
c0mmﬁnities' promotion'for a space program 24 The

Sc1ence Counc1l belleved that decentrallzed research in

the applled sciences would allow,Canada to achleve the

goal of promotrng industrial development.zg ‘ N

C. M. Drury, Chalrman of the Interdepartmental Commlttee .

- on Telecommunlcatlons, was also Minister of Industry, ‘ o«
Trade and Commerce,pand represented the mannfacturlng

sector,. Much ofvthe industriai capability developed’in the
earlier spacerprograms fall,%nto this sector.z‘:1 Druryls input>
‘on the Committee indicated he was‘sensiti;e to the needs

of the manufagturing sector, particularly for the development of-
suitable mdrkets for space products. The private indUStrial'sector
had raised expectations from the predicted industrial benefits
likely to accrue to them. Thisrperception is

attributable to the U.S. model of space programs.

American industry had been mobilized by the military

and space program. The expectation was that Canadian
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1ndustry would also be moblllzed not for military
ﬁ*‘
purposes, but under the aegels of soc1o—econom1c goals. -

-

" The Minisﬁer ofﬂTrénsportﬂ I. W. Pickersgillﬂycontinued

4 -

to put forth a p031tlon sympathetlc to the common

'carr;ers; in July of 1967, in a letter to C ~ M. Drury,

he expressed his views on the role of the common carrier

Ed

in relation to a domestic satellite system. The *

Minister felt that the relationship~should be non-

-

9ﬁtagonistic. The satellite system, he argued, would

- require ground linkage with the-telephone-companies'

faciiities and hence he concluded their cooperation would

_ be essential to the planning 6f a system. This conclusion

was in part based on the premise that’long distance
messageﬁtraff;c would- be carried'by satellite and’linﬁedsr

with the local distribution facilities of the terrestrial

-carriers. Pickersgill contended that the cooperation

" of the terrestrial carrier,would be essential to the ‘

effective use of a satellite system. He reaffirmed

’

his support for the carfiers'fclaims by emphasizing the
importance of the ground station ownership issue as a

meanhs of securing‘that cooperation. With respect-to

<

the ownership of space segment facilities, the Minister

suggesked a tripartite division, the federal government,

the common carriers, and other private interests.

¥

He included the federal government on tHe rationale that
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"it would ensure a proper role with regard to those
matters of overriding national significance as distinct

fromppurely-commercial considerations".28

Although the debate “on further develOpnent of satellite‘
technology had taken place largely among the represented
vested economic interests, how it would be adopted for
implementation, under whose control and for what purposes
had also been»forced-to be considered in a socio-political
perspective., The political sensitivity of the’issues/

had been brought to light by‘tne Prime Minister's key
‘advisors in the Privy Council Office. In the early stages
of discussion, Gordon Robertson's report had played a
strategic role in widening'the'parameters of representation"
inrthe~decision4making process. The "national" significance
of a policy proposal in the current %?pnomic~socio—political

climate was becoming evident.

By the summer of l967 it was clear there were conflicts
within governmenttand that those conflicts alSorrepresented
potential conflicts within industry and between industry
and the public. What would be determlned as the

"natlonal interest" was not clear. A Task Force was
commissioned to study and advise onrthe question of

satellite communication in the Canadian context. -

The Task Force was headed by John Chapman who had earlier

been responsible for the Science Secretariat study on the



Upper Atmdsggg;e nd Space Programme in Canada. Its

function was magdated July l4,71967 to examine Canada's
future activitigs in therﬁse of satellites, in pafticular,
communication satellites and their potential role in
Cangdian‘telecommﬁnication services. In preparing this
report, the Task Force carried out interviews with
numerous government departmenfs, the telecommunications’

industry, aerospace manufacturers, broadcasting organizations

and international centres involved in space programs.

The findings of Chapman's Task’Force were submitted

to Drury.

-t o
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CHAPTER FIVE - OPERATION OF DECISION-MAKING

1. FORMULATION _ ‘ N

a. Statement of Intent - A Policy Proposal
The Task Force Submittéd its report in November, 1967 7 : " e
and on March 28, 1968, ;he White Paper entitled "A ;@i
Domestic Satellite Communication Syétem for Canada“ was
méde public‘by the Minister of Industry, Hon. C. M. Drur;.
. The White Paper was laréely based on the work of the Task
force.l Its main premise>was that primary concern should
be given to the creation of a Canadian—éwned and operated
domestic satellite system. This is the first public
diéclosure>?f the government conclusion that "a domestic
sate;lité syétem is of vital importance for the grOYth,
prosperity and unity of Canada and should be established‘
. ) 7 -

as a matter of priority". It embodied an accepted

conclusion that there was an established need, and that
\satellites were the answer. As Dalfen notes, this "conclusion"
preceded the formal discussion of satellite policy and

appeared to represent a consensus of opinion, a practice

which was not consistent with traditional policy processes.

Thé White Paper outlined the background to the deyeiopment‘

and use of satellites for communication purposes and ‘
Canédian_participation iﬁ that development. It reéted

its decision on the proposed bgnefits of television broaddasting
services in both languages to all parts of Canada, on

the advantages of increased services for the
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north énd on the need for increased éapacity to meet
east-west‘communications traffic demaﬁ&s. The decision o
to get iﬁto satellite technology on a'domestic basis was :
considered to be of some urgency in order to retain
"orbital "parking" slots for the space segment, and to
‘maintain a place for Canédian research and development
in the advancement of satellite tecﬁnology, To achieve
these ob;ectives, the satellite system was to be a
nationallundertaking, operating as a single system, in

a corporate form.

The document waé based on .an emotional appeal to the
expectat%gn of social and political benefits to be

derived. But yet to"beﬁ;mplemented were the institutional
arrangeménts necessary—té'achieve creation of the

entity within the‘specified perameters. ‘The White Paper
on policy for the introduction of satellites became‘

the vehicle for the enunciation of the national objectives
oé the time as the system's obje%ti?es.

i. National Objectives as‘System Objectives

Northern Develbpment -
Northern development had becoqs a national objective.
Resource exploration was flourishing. The Satellite
system was an inducement. The rationale fof securing

a satellite system for furthering ézonomic developmént

of the north became explicit during debate of . the Biiili}
The promotion of satellite service is couchedrin'férﬁsi, I

A
i,

Y
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of "communication needs in the north" but the -
‘assumptions of the White Paper are:implicative of the

purposes a satellite system was expected to serve. ’ -

The policy assumption that is continually reiterated : o .
with respect to northern service, is that Canadians

expect and are entitled to high quality communication

services.4 Therefore it was seen that the satellite

was the eeonomic solution for the‘prevision of

‘communicatibn services. But with respect tO-itS'

implementation in the north, this is based on

aécommodating the needs of the imported southerners e

1nvolved 1h the economic development of the north. : //’**m\\

P

This ldea of northern serylce is based onathe dlsadvantagee ;w
associated with a lack of facilities for economie_and
- - o R B o
government activities in the north. t _’f o s SR
Nl : : o
"The reduced sense of, 1solatlon that this would S e
achieve could have a marked beneficial - - Coe T
~ influence in attractlng personnel to government KPR
" anidh-industrial perects in remotg areas... - S - -
In addition to mining and industrial interests, :
‘there are many government departments -and . ' .
agencies with responsibilities in Temote areas. - S
Their efficiency often depends to a very large -~ ..
extent on adequate:communication facilities." 5 xg; -

Northerners wereé+not consulted in assessing'the' R .

applicabilitymof satellite services.

Scientific and iIndustrial Progress - . <J7l'[ -:%V‘f’ .-

. T - o T - . _
Technoiogicalgprogress was promoted as a national objective. - _
- . . . el | ‘ S
Strengthening the industrial capacity was seen as.a e .
- ""_ ) .t "* (/
C. 4' - B -0 Fl
Ed * - -
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- in contributing to the-space race.
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nationalistic endeavour. Again the satellite system

was sanctioned as a. ‘means of promoting sc1ent1fic/'

expertise in an area in which Canada had alreadyjdemonstrated

- . ]

competency, and which could claim international applause

- "National identification is ultimately associated
- -~with technological progress. The programs such
as this to attract and hold scientists,
engineers and others and to cduse them to
identify their own aims “with ‘those of Canada.
cannot be ignored.” 6

Increased research and development in the establishment

“of a satellite system and industry would alleviate the

Canadian prédicament of having to buy back expertise
as imports, while‘strengthening an indigenous Canadian

aerospacelindustry. It was an industry Canada could
handle.  Canadian electriCal,and»cbmmunication'

prey . e

- manugacturers and operating industries had, estaolished_

= . _
N o

competéncy in earth and satellite design and manufacturing;7_r

The~branCh'plantvstatus of majof,corporatiQnS“in the.

aerospacewindustry were not considered non~Canadidn - '~ .
‘.1 - ” - . .,)> YL . ’ . o

benef1c1aries of such a policy. - e e

N 5 o - ]
L.

>

‘ The space program had éeveloped largely on public money,

therefore it was‘a useful politlcal argument to promote
.

further public 1nput as an ant1c1pated beneficiqu.of

e

Qo

'the proposed system. It would serve as a means of

,‘practicalizing the development financed’in'the'Alouettee

llsis“Satellite series by public funds as a domestic

Y -
.

T
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satellite'system could recoup sudh'expenditurés for
national purposes.8 Further, the government considered its
participation "would facilitate the invélvement,of

Canadian industry, encourage the advancement of

Canadian sciencé and ‘technology, permif.tﬁe reflection

‘Qf the‘interests of various levels of government and

' 2 : ' . . w9
otherwise best serve national interests.'

E

~Scarce Resource

~

Another argument for urgency in proceeding with the ot
dévelopmen&<of a domestic satellite system was the heed'
to grab a parking orbit, -as orbital slots or parking .

spaces for geostationary satelliteswin orbit had
. ‘ : . R
become defined as a limited resource., 'The scarcity

10

argument has been contested but at the time it was

argued that slots that would be convenient for a

~ Canadian satellite would also be ggographically convenient

. to ‘the United States, and therefore it was seen as a

‘national priority tq\stake territorial claims.ll o €

N

3

JE v T . oo . .

In most instances of radio. frequency use, formal
. - ) a ,\' - ’ 7 ’ ?

national recognition of a country's requirements.

tend to be achieved on a firstéobme;fi”§t~éérVed’Bééis.

_There was, therefore, a sense of urgency that planning — =/

i
S

the Canadian démestic satellite,syétém should préceeérdoace,

- . -
!
’
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National Unity - L

S WP .
Another natlonal objecflve had come to be the empha51s

of a dual national herltage. A satelllte system would
make the extension of bréadoasting services in both
languages economically feasible ana‘politically

convenient. - — . : -
o, B .

"The extension of national television services
in French and English -languages to all parts
of Canada is an important element of Government
policy." 12 ‘

"Two-language broadoastingvms repeatedly stressed as a

prioritY‘item most applicable to satellite distribution.
"It will also méet the special challenge which
exists .in Canada to improve TV programme

distribution, throughout the nation, in our ~_
two founding languages." 13 : '

In light of the'fact that there was the possibility of
plahe for Quebec ar;anging "feeds“~from the-Franco/
Germah_Symphonic Satellite System y&SPerhabsLanother
’rationaie for the government's prevailing'sensitivity

to Quebec's concern.J‘4
The appeal to the strengthening of our cultural-
heritagermakes,noiprovisions for the specific nature -
or design Such a service may take, .but the assumpt;on
seems to be that by merely hav1ng the capablllty

to provide it, the™ problem” would somehow dissipate.

-
L]

P b A0 oy A
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Control over communication arteries was recognized
, - g

as a highly'significant'strategicé; tool for political, “,%$“
economic and social purposes. And the government had

established a policy that "control of communication
is 4 basic element of national security".15 A
communication system was extolled as the backbone and

‘nervous system of the country.16 Satellites, therefore,
> - , ;
were prpfésséd to be the key element to extending the

—

electronic network and resulting, presumably, in

stimulating cohesiveness while assérting territorial
sovereignty. The satellite system had become the

envisioning of a vehicle for national policies.

ii. The Proposed Entity

It was for these objectives that the satellite system
was to be created. The enﬁity proposed for the task
‘was formed by the following criteria: a national

undertaking, as a single system in a corporate form.

e
&
.
E}

The White Paper recommended that the system be a national

ﬁndertaking under the jurisdiction of the government of

Canada.

With respect to ownership, the ngernﬁent decision was
that it should participate in "an appropriate manner

with private interests".l7 The White Paper suggested
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no specific pattern, but.announced that the government

intended to initiate discussions with interested

parties in the private sector Qith the expectation

-

B that "the pattern of ownership needed to maintain

effective government control in these matters involving
the nationaiJinterest will emerge from these discussions".l8

-

The White Paper intended that the satellites and earth

stations together "would form a single system under the

19

control of a single management". The unified system

approach was justified on the grounds that it: "would
provide operational and technical control which is.
essential to facilitate the progressive incorporation

of new technology and so fulfil the minimum conditions -

. . - 2 :
for financial success". 0..

The third criteria to be met was that the system should
P .
have a corporate form:

"in order that it may sell its services
efficiently to the common carriers and
television systems; in order that it may
compete effectively in those areas where
competition is appropriate; and in order
that it may finance its activities through
a suitable combination of equity and debt
capital." 21 . %~

For regulatory purposes, the proposed satellite system
was considered to be "related intimately with the

regulation of terrestrial communications and that such
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rrégulationiéas needed to proteétlthe pﬁblic'interest

‘ féq$rding’rates and cost allocatiqhszlthé a&didanéerof

‘wasteful duplicationrpf facilitigs’andrthe intercanQCtion,r

"of all facilities into national and globél networks;

It was cdncluded ﬁhat: B
"government is already enquiring into new
legislation which will ensure comprehensive

regulation of telecommunication services -
both terrestrial and satellite." 22

’

With respeétrté éhe ugégerbfithetSYStem and its relation
to the éxiétiné commonrcarriers, thé‘White Péper stated
the government's position that it'récognized the |
importance éf secu:ingrinterconhectiOn with the terrestrial
based circuitry controlled by the telecommunication
common carriers. i
| "No satellite system envisaged could operate
with maximum benefit without being extensively

linked into existing and future terrestrial
systems." 23 ' '

Essentially the White Paper was an emotionally charged
political documen£ which committed the gQVérﬁment.to
participation and ownership in a domestic sateliité system
with certain objectiVes of a particular form, as a
rpriority item of govefnmentibusiheéégr4££fie5§égﬁﬁwr
unreSblvea thé nature andieitéhffdf'pfivéﬁerpéiziéipéﬁién
and the question of the role of the terfestrial common

carriers in relation to the said corporation.
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The most crucial and fundamental details were yet to
be negotiated, for it waé‘the critical elemental
relationqhip‘of thé common carrier to the system that
would determineé how'and whether the objectives would

or could be met.

The intentions of the satellite corporation were to

- proyide all- types of services»;'bfoadcastihg, telephoneA

and data - as a multipurpose system. In so doing, it
was considered too important a matferrto be left to thé
discretionary powers oflprivate interests, yet it is
paradoxical that the role the government was to'take‘
vis-a-vis the common carriers was the least defiﬁed.'

The issue of the role of technology as a complementary

or competitive force to existing systems was left unresolved.

"preference for competition is faced with the
unpleasant fact +that interconnection cannot

be circumvented. The potential competition of
satellite to terrestrial systems in the long
‘run is a matter of major proportions in
discussions leading to establishment of the
corporation." . 24 !

The negotiation of this relationship would have to contend

with the most powerful of the interest groups, the telephone -

companies, specifically Bell Canada.

b. Re?jomendatrons*for*ﬁctmﬁ - T T T T T T e

Follbwing publication of the White Paper, the government

established a Project Office to initiate and coordinate
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the planning activity to establish both a satellite
system and tﬁe corporation to own and opefate the
system. R. M. Mackintosh, General Manager of the

[

Bank of Nova Scotia, carried out the principai

&

financial and corporate studies for the Office, during
which time he reported on a confidential basis tg |
C. M. Drury at the Ministry of Indusiry,,c. M. Dbrury - - oo
also being Chairman of the Cabinet Committee on

.Siatellites,.'25

ﬁéckintoSh was a key figure sincé his task of designing
the cOrpbraté-structure anﬁ financial participation

‘was a delicate matter of defiﬁing the rolé and nature
df\commitment of the interested parfiés} The resulting
legislative Bill delineag}ng_ﬁhécorporaté form and ’
structure of the satellite system was lapgely drawn S
from the basié of the Maékihiosh'report. Mackintoéh{s |
private negotiations with the industry representatives

was an exércisé of concession-making. His recommendations
pro%ided the foundations for compromise, a compidmise ~ -

which merely subsumed the conflicts but did not resolve

.
tnem. .

Mackintosh's recommendations included the following:s— ——— ——
1. ownersnip cf corporation should be on a tripartite

basis;



submitted in July.

claim for earth station ownership, but sensitive to

2. that initially, the satellite system should
serve dnly the telecom carriers and
broadcasting networks;

3. that the corporation should act with the

motivations of a private corporation.

-1, - -Prhe-Tripartite Arrangement . - . -

The concept of tripartite ownership was similar to that

with the significant exception that it included earth = 2

station ownership. Mackintosh expressed considerab

#

sympathy for the carriers' plight, both privately t
; g

Drury and in his report to the federal government
26

their apprehension 5f how the system would be used,

provide the carriers with decision-making power on

the management of the system. - -

The proposél to remedy the situation was tripartite

o T oy e o

proposed by'ihe Minister 6f Transport a year earlier

le

(o]

- ~stock ownership (federal 30%, including 4.5% for CN;

15

Rather than pursuing the carriers’

‘he suggested a balanced ownershib arrangement which would

common carriers 30%, excluding Cl;and 40% general

1 Y

papo

1
+X

ﬂ‘
S

under—the—ass

"the general public part should be large enough .

to prevent either of the other, two groups from

.exercising control although not large enough
to prevent the other two groups from combining
to exercise control.® 27 :
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The tripartite ownership proposal put an institutional

constraint on the corporation since owners would be

cross purposes. The carriers have a vested interest

-

in limiting the satellites from exhibiting advantages

v
over the terrestrial system.

»

ii. - Usage Relationship - — - - - - e e e
With respect to usage of the system, Mackintosh

recommended with a view to promoting the corporation's

préfitability, ﬁhat thé satellité system inréhégbéginﬁiné

should sell its services only to the television
broadcasting and existing telecommunications carriers.

"it (the proposed domestic satellite corporation)
should not become a cream-skimmer. They )
(carriers) feel that if the ground stations
are not owned by the carriers that the .

: satellite corporation would become the thin ~

edge of the wedge which would lead to
competitive rate cutting in Canada to the
detriment of the common carriers." 28

The main concern of the carriers was that the satellite
corporation might poseia serious competitive threat.
) +

The carriers' argument as reported to Drury by

Mackintosh was that the satellite system, if used

competitivély in the long haul east-west traffic market

would siphon off the profitable market which the carriers

needed to cross subsidize other basic services. TCTS

pursued the issue on the basis that competitive inroads

wouldrnot be in thé "public,interest“.29 o



»«The*eream—skimming.arguMent is a standard response to

'.cost—Separation study which.is still underway, now under
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the p0551b111ty of entry for a competltlve serv1ce. Beigier"

- .
-

has stated that.‘ _ " - '!' o i_ . 'fﬂi "‘ B _'ﬁ" <

,"there is no aAPrlorl bas1s for evaluatlng the
argument that,entry inte the teiecommunlcatlons
field must be blocked to avoid cream—sklmmlng : e
on high profit serv1ces or routes 30 ’

The cream—sklmmlng argument 1s based ‘on: the carrlers 'clalms

x
K

that hlgh den51ty trafflc routes sub51dize other services.

LSV . -

Sub51dlzatlon practlSes, their form and éxtent of 1mpact

- B -

on rate structures in telecom serv1ces,vare not expllc1t if

employed,at allr Recognlzlng thls,fthe economic- reggmmgmd;gLJLr_;”:,t

-

]
then WOuld be that entry should be allowed if 1t 1ncreased

1f-requ1red-for soc1al pollcy purpdses. There is no data

avallable to determlne the validity of the argument pro P

S

or con the Canadlan context. The €TC, in 19695 began a

o -

-~ ——

the auspices of the CRTC. - . )

In testing ATT's argument*on "cream-skimming", United

States studies of practices within the Bell system
demonstrate thatrchSS—subsidies based on a social policy
of uniform pricing'ocour within individual monopoly

services and therefore the entry of a new competltor'

holds no threat of eream—sklmmlng between serv1ces.3l

Cross—subsidies not in the public interest as have been

practised by U.S. Bell, have been shown. to occur between
mono;o}y services\where monopoly users,rln effect, 7
‘ | ' 32

subsidize the competitive sector of Bell's services.
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‘ {FTTS rate structures%are notsregulated but w1th1n '_'7 s

.f o

: Bell Canada s operatlon, data relatlng to rate of return
per class of serv1ce has not yet been made publlcly

avallable, but it would ‘not be entlrely unllkely to A
. ¢ - ,o ) ;'e )“ X
flnd correspondlng practlces used by Canadlan carrlers.f R

‘1 v < - N . s 2 . t,
3 N N B .. Y - . s - 5 . . 7 .
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Macklntosh &kproposal‘for llmltlng satellrtemservrcesc,_"'+

'\‘- PR IS il

-
to telecommunlcatlons carriters and broadcastlng precludes

the pOéSLblllty of it belng a competltlve threat and""

V't
S-wz

1ntfact, hinders - hlS promotlon of corporate profltablllty
By suggestlng the carrlers .carrier" role for~the . ’>7‘,f\ ‘
satellite corporatlon, he evades the dlfflcultles of Co

facing the- issue of interconnection should'the,Satellite

system take'on a,competitiv% position.

Mackintosh did make note that in- the future, with respect
to satellite communication "that telecommunication
regulatory authority should give long and hard

‘consideration before authorizing any further terrestrial

”"n. 33

long haul sysgem. (The second TCTS network

was - authorlzed and serlously precluded the pOSSlblllty
*?'

of satellltes as viable in east-west markets,)

iii. _Corporate Objectives
Mackintosh emphasized that it was an important principle

that the satellite corporation so far as possible



v
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should act w1th the motlvatlons of a. prlvate enterprlse.

:;ThefonIY‘areas in which thé'éatéllite”dould be

B weregln the east-west traffic market. Macklntosh S
: : [ o -

'fenterprlsefmotlvatlonsrfputsmtheAproposedrcorporatlon L

" of government ownership was reqniredrin order to ensure

the‘Whlte Paper.i The whlte Paper had stated that the » ‘ T

He con51dered government part1c1patlon in the financial - | o

arrangements should be kept to a mlnlmum to ‘be ,,:y‘

. o

consistent’w1th the g vernment purpose as Outllned 1n , _ ,
;“5 : S o . '

iproposed organlzatlon“was to have a corporate form in

. \"'

'part, "in order that 1t may. compete effectlvely In'*mr
™

those areas where competltlon is approprlate

X

economlcally v1able and therefort a competltlve threat,

|

¥

[ecompromise by means:of tripartite ownership with

R

empha51s on the corporatlon actlng with prlvate

»
N

in a delicate bind. The White Paper had suggested,

as had earlier been stated by the,Soience Counoi;,wf
that the systemvwas too‘important tO'beileft infthe ‘
hands of private interests and'that'at least some degree

the attainment of national objectives. The stipulation.

. that the corporation} acting'to the fullest extent .

w1th prlvate enterprlse~mot1vatlons, is at cross

purposes with achieving the social objectives established

2

in the White Paper unless they are ecohomically viable.
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The three elements of compromise; tripartism, CarriersW
: L4
carrler role and economlc viability, 1mpose 1nst1tutlonal

constralnts'on the—proposed‘corporate entlty. “The.
constraints are.contradictory. To‘be‘economicaAIY

viable, the corporatlon must operate in a profltable

market (for example, the east—west southern band), but

1 - o

g

if only ailowed to carry broadcastlng or carriers'

e,

services#*it'eliminates the potential market for‘private

- data serv1ces and cable arrangements. Usage of the

system therefore is restrlcted to the demands of 1ts 2

-

potent;al competltors. A - _«,'f< -

*

The.carriers have a vested interest in not using ‘satellite

[y

services. To do so would demonstraté.the advantages

'iofmthe;satetlites”andftherebprossibly*opén”théfmarkéti;”W
Also, the regulatory enVironment permits the costs of

Vthe terrestrial system to be'caICulated in the carriers' - -
rate base and revenue level requirements. The costs
of using a satellite cannot be covered in the same manner;

Further, the ownership arrangement proviées thai the

o . . ; . ' ‘ . Lt ,
contradictory interests involved have input in lnvestment

decisions. . This is hlghly s1gn1f1cant in llght of the

de01s1ons Wthh were madé~on the 51ze and cost of the

8

system establlshed by Telesat and the resulting rate ‘j,,f

structure for its usage.

a-

v
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Mackintosh's main task for defining the corporate
structure of the proposed entity revolved around
‘. securing the cooperation of the telecom carriers. The

concessions made in those negotiations demonstrated

" the government's unwiliingness to offend the established

ainstifﬁtipgaléstrnctnrebyAmeahs of a confrontation
ofvany significant degree. A,critical'poinﬁ of the
negotiations was in accepting the arguments of the
dominant cérporationg’as valid an&flégitiﬁatéidhal\

- therefore reinforcing the notién of their staﬁus.
Similarly, the notionkthaé theygovefnment participation
shoﬁld’ée kept to a mihimum is also contradict?ry

- to the anticipated objectives of the system. On

,m,,w,79E§myéﬂéiwEh?ﬂ??Y??nment promotes'satellites asra
politiéal-and chial*tool whife restraining it to
economic criteria.of success. And, if the system could
bé‘conbmicélly succeésful, and since its development |,
haS'beéﬂ based on public expenditure, it Qas now
expected;to be limited in the recoupment of that
investment. The satellite systém, then, appeared to

)

- ~offer that social costs will be publicly covered

Wﬁ~mim-~whileﬁeeonémieﬁbeneiitS—wilifbefgua;anteeduioﬁ;the;

,?ﬁgﬁfgggémpriyategsggtor. ‘The recommendations and their

implications indicate a reluctance to" accept ‘the

proposition that a publicly suppgrtedﬂborporation _

~ should compete with private interests in a viable market.
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The perceptions which precipitated these recommendations Coa-
' A - . = R
have, I would argue, been ideologically conditioned -

by‘the historical relatibnship.pf governmeqt.to

+

'indust}y, particularly as evidenced infmatterswofi‘ﬂ
national policy. The orderihg of pfioritiés in the negoti@figns‘,‘

S

reflect value ladef™assumptions.

2. IMPLEMENTATION

a. Legislative Process - o

-

i. The Telesat CanadavAcé.‘— - C e = s e e
The Project'Office's report aﬁd that af the special |
cohsultant,'RQ M. Mackintosh[ were submitted to the
Minister of IAdustry in July 1968. An election was
held during this interval and under a Liberal majority

governmént, Bill C-184, based on the work of the .

‘Project Office was introduced by Hon. Eric Kierans, - -
‘the neQ Mthister of C;mmunications on March 24, 1969.

The nationéi objectiveé described at length in the

White Paper were nét embodied in the Bill. Instea@

the Feplacement eonsisted of the corporate objectives
specified as:': - L
"Section 5(1) The objects of the company are. . -

to establish satellite
telecommunication systems e e

'/proviaing on a commercial basis,
telecommunication services = - - -

T *"*“‘iibétWéen‘ibcatiUHSfin‘Canada." 35

Section 5(2) prescribes certain policy considerations

relating to Cahadian content in the Xesearch,

7
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2

development de51gn and constructlon of the satelllte

systems, whlch~reflects to some extent partlal

fulfllment of one” of the objectlves\as explalned earller.

[ e - . > v g [N
. . - - .
. ua

T . r

The poWersaof the company‘described in Sectfbns”d”and>

7fpermitathetprqposedrcorporationsto~design7hconstfﬂct,_

~

operate and malntaln Satelllte systems. to enter

-~

“Lnto sultable launchlng arrangements-' to enter 1nto S

contracts.for the prov151on of telecommunlcatlon

services by satellltes. to conduct researcm_and

development work:  to assume most oﬁ the powers set

gy

out in Sub- Sectlon 16(1) of the Canada Corporatlons

Act: to acqulre and sell shares of 51m11ar companles

on _the recommendatlon of the Mlnlster; to 1ssqe.and
3 b )

rrallot fully paid. up shares of the company '~ to carry
out the ob]ects a@,the company. and to do other things
1nc1dental or conduc1ve to the attalnment of the
- »

objects of the company, and to enter 1nto.arrangements

other than amalgamaﬁions.(This_clause is signifieant

regarding the TCTS-Telesat agreement.) -

w

“The duties of the company in Sections 8 and 9 relate

satellites and earth stations, and require the company
to submit‘proposals to the Minister of Communications

for approval. Negotiations with“foreign states are



*aﬁd%convert;b;;;ty of shares. Lﬁead"foice”as*prescribed

ST - = 137 .- : e e
S et | ST
proscribed except under direction. of the Minister.

— "

Under the heading,"CapitaliZation“, the authorized
. : ) R ‘ _
capital of the company is prescribed;’together with

directions relating to the issuance, distribution

?;in~Sections,ll—l7, defines the'number;'qualificationg,,

3

powers‘and'dutiee of directors. Sections 18-27 cover

i!— . - ,’,, - ,‘ - o : ',‘ - - R T ——

the Transfer'and Transmissidn of Shares, the Register .

of .Transfers and.the Voting oflShares,;authoriZed

snarenolders and allotments to be approved. Sections

-

. 29-37 refer to application of Statutobry Provisions,:

-...* corporate limitations.. . __ ' % ".- - S - i

particularly the Canada Corporations Act and other 7

Ly

=

o~

iFederal government part1c1patlon is covered 1n Sectlons

~

28-44 relatlng to acqulsltlon, disposal, holdlng and

voting of shares, and the extent of holdlngs. Sectlon 41
provides authority for the Minister of Finance to .
rlend money to the company, and that the government may

guarantee the repayment 1f funds borrowed by the- company;‘

“and that any federal department or agency engaged in

——

related research and development may enter Into

contracts- with the company. ' S -

* Ld Y.
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Two schedules,are annexed which>list the approved _.

telecommunications common carriers, and set out

conditiohs'affecting the acquisition and holding of

shares by the general public. - ‘ ¢

The conditions of ownershlp of the satellite system s

became one of the maln p01nts of contentlon durlng

the Leglslatlve proceedings. The proposed Act, whlle
ﬁot"specifying pgecgse‘propoftions, rej;ected,the,,',rﬁ,-,;;weﬂ .

tripartite conCept suggested by Mackintosh. Section 27 - o

- authorized three categories of shareholders of common

stock: the federal government, approved telecommunications

common carriers, and the general public (in accordance

‘with statutory conditions specified in Schedule II).

. ”TﬁeW56éfawdfma1&6656}§7"With the approval of the Governor-

“in-Council, had the riqpt to determine the proportions

of the shareés issued.
g

ii. Government Explanation

Ownership Financing

On introducing tﬁe Act before Parliament (on second

reading) on April 14, 1969, the Minister. of Communications

suggested that the approximate split of shares in

three equal parts was the'éovernment's anticipation,

but it was not included (with a precise breakdown

of the allotment) in the legislation as it was still

subject to the completion of negotiations with the
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~ common carriers. The legislation was said to break

new legal ground as no existing corporate entity in

Canada cons1sted of a trlpartlte arrangement 36

Thls structure was sa1d to prov1de that there would
«+ ""be no power w1thout'f1nanc1al;respons1b111ty and

no respon51b111ty w1thout power 37 But Kierans

admitted the success of the project lay in the)

@

negotiations of crucial importance being carried on

with the principal users and participants.  The pattern - -

of ownership needed to maintain effective government
control in those matters involving the "national interest”

was expected to emerge from these discussions.

"specific interests that are at times compexitive
have to be reconciled with the national interest
and the national interest has in turn to be

‘balanced against the need to ensure an adequate -
return on investment by the shareholders of
the corporation. This legislation I am
confident achieves these aims." 38

AR

Eed
“

* The government stated that it hadvrejected full
3

&2 . ew
ownershlp proposals by ‘the carriers. because the progect

serves a national purpose.39 .

Ed

g Mackintosh later replled during the Commlttee Proceedlngs 3

J
that hlS rationale for keeplng government financial

}nvolvement to a minimum was:

. kS
Z ‘. —

0y

\k{
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"There was a certain financial stringency
on government which I assumed would be
,on-going from the beginning of 1968 when
I became associated with the project, for
several years. Therefore one of the
objéctives would be to minimize the
financial obligation to the Government of

- Canada while at ‘the same time trylng to

preserve a degree Qf government involvement

__which would reflect the very important role

of government in this affair." 40

11

Mr. Kierans had defended the rationale of common

carrier participant ownership with respect to the
necessity of raising the required capital ‘on the
ground that: "this is a capital short country, we have

to take advantage of every asset that we have here."41

© -~ Since “the finmancial commitmentof the parties was
still subject to negotiation, the issue of usage had
no statutory definition. The Minister's view of -the
relationship of the common carrier to the corporation
was stated as follows:

"Aside from their expertise in telecommunication

the common carriers will be the principal

users of the system. They will rent its

services to retail to their own customers.
The corporation will operate as a complement,

Except 1n the instances of the Canadian
orporati rtain

possible purchasers of a complete undivided

television channel on a sustaining basis,

the sole customers of the corporation will be

the common carriers." 42



Corporate Objective

S, U & B

4

During the Broadcasting Committee Hearings, the
‘Minister of Communications interpreted Section 5(1)
relating to the provision of service "on .a commercial

basis" in the following manner:

"In Clause 5 I think on a commercial basis,

by which we mean that we want Telesat to be

a viable corporation. There are some

viable corporations in the government: the
Canadian Overseas Telecommunication Corporation
is an extremely profitable corporation...

Further, that it is on a profitablebasisc+
on a self-sustaining basis, that is what
commercial basis means... rather than by
government subsidy.” 43

A

In response to a subseguent guestion, the Minister

added a statement not unlike the sentiments expressed

.. in Mackintosh's report as referred to here earlier:

"I think they (the carriers) have some
confidence that this is going to be managed
in approximately the same way as a private
corporation would be managed... certainly
with the same motivations.”™ 44

s

Profitability was considered to be a determinate of
the structure of the corporétion. This was based on

Kierans' expectation that the system would be a

*compact” model rather than a *"Cadillac". The

and the CBC.

smaller version, i.e.-a 6-channel satellite, was

expected to guarantee full channel usage by the carriers

45 ‘Thiswas highly significant, given



Vthat3$elesat, once established, commissioned the

larger system.

Throughout these tactical manoeuvers,,Kiershs, though

awsre'of the politiCal threat,posed by the common

carrlers and their supporters, was more worrled

- -

about the economic arguments posed by the terrestrlal
operators.46 Despite the proposed commercial nature

of the,systemTAthe_conswdera*1nns which- resulted .in

the dec151on to- emplonf satellite system for domestic
_purposes, were not~w9plly or even primarily based
on economic criteria, as was evidenced in the rationale

of the White Paper;_~The establishment of .a domestic

system had been pursued as a vehicle “for national

pOllCleS.

-

- T

'ring'the‘tenure,of Chapman's Task Force, a cost--

fit analeis‘had been prepared, and it concluded

that the benefits dutyeighed»thercosts. However, it

advantéges 'satellites'dvef microwave technology

in cost-benefit.terms. ‘The Deputy Mlnlster stated

E-3 »

“the specifics of the cost-beneflt analysis were not.

Opposition members requested such documents.

available and would not be.made avallable when
48

TPV
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The governmen%iﬁ‘presentation relied on promotipg
thé'soéial;and>éultural'benefits, emphasizing’the
system';yﬁsefulness in poiitical rather than economic

terms. .The general theme runping,throﬁgh the

govéfhmént's proposal and defenceuéf‘the Bill is

cépfﬁréaﬁinWEHé following:

"But our problem here in Canada is that we .
have to lay:-the groundwork for nation-
building. Therefore you can say that in
building it now we are ahead of ourselves
and you could also point to the fact that
no other nation.is as far advanced along

- the road to a domestic satellite
communications system in Canada. I am
very proud of it for the fact itself, but
I am even prouder of it because we have at
last recognized the need. We have done it
before.  We did it in the time of railway
building." 49.

Northern development was the basic prdmotional tool

~ for implementingba satellite system. It was lauded

as a national policy and‘suppofted by various Cabinet
members, their departments and constituents. It was
va theme wﬁich had méaniﬁg to many but for Qarious
anticipated benefits. |

. "When it is national policy to try to open up

“attractive and develop the resources, the
philosophy of the-Bill and of the Government

e - ____the North, to make these vast regions more = .

- is that this system can create the capability
of transferring the character of the North
over a longer period." 50

o
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Chretian, Minister of Indi ian Affairs and No:thefh ;

Development, presented to the Commons his -belief

that the satellite system would relieve the problems’

~

of attracting qualified people to the North and,

with recent successful oil exploration ih Prudhoe? "~

) o

% _ ~-Bay, the MacKenzie Valley and the Arctlc Islands,
$

hlghﬁqualityecommunlcatlonseLnto these remoteeareast
51 '

was paramount. . ' ,
. “ / \A 3\
' Kierans had introduced the Bill for Telesat with the T
analogy that it "amounts to a Northern visioﬁ for
the 1970'5", andrcohtinuedtto reaffirm Telesat aé
the vehicle for the development of the.Nbrth}
"One of the deterrents to investment up there =

is precisely the lack of communication. &
_great many people would go there if there

was not this complete isolation when they
got there." 52 : ' ' .

iii, Polltlcal Opposition

There was general agreement among the Parllamentary . o - -
representatives on the de51rab111ty of establlshlng |

‘Telesat. The satellite syétem had become synonymous | o ;

with the national policy goals it was expected to

~—effﬁ“ﬁ—ffﬁiffrrmﬂmeﬂamﬂﬁxmai\ammﬁﬂsefQHﬂeixﬂitie&k—ﬂ;_ A
arguments\used4to4?romoteetheesystem_considerablytvtttt,

reduced the manoeuverability of the political

opposition parties. The question of: "Do we need a
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satellite system?" was not at issue. There was an
accéé;ed conclusion that a domestic system should be
established. The only form of political contention

"was on the issue of ownership.

3

Repeatedly throughout the proceedings, New Democrat

Party members, Saltsman, Schreyer, Skoberg and Lewis
argued fbr a Crown corporation to assure thééxghé
distributiqn ofiprofits would be to the public rather
than to business, to aséure that the system would

be adequately regqulated, and to assure that foreign
stock_oynérship‘would significantly affect Telesatv‘

operations.

f~AS~Honu~Mrf~LewisWarguedf~the¥tripartiterarrangement—fﬁ
~would, in effect,ﬁput 70% of the entefprise "in

private hands that are,motivated_by-}nterests'that

have nothing to do with the public i'nterest"..sﬁ3
He continued to point outrthai Canada has long recognized
the importance of public ownership in tranSpértatioh -

and ccmmunications in this country, so why are .we

handing over to the corporation control of what the

" Minister called the nervous system of our society?"

" “and that to do so was to promote "vertical 1ntegrat16n

54

of the most evil kind!" The situation as proposed

by the Minister, in effect, provides a public
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guarantee for private investors mhereby‘ifithe
corporation is profitable it is a benefit, but-

because it is, also an "essential" (the satellite - e

-

system) for Canada, we would have to make good its

' losses.55 - | - . ‘ '.jf

Mr. E. Schreyer (then New Democrat Party - Selklrk)

.argued that the company should be entlrely publlcly

owned as a Crown corporatlon and that any other format
56

would be "a sellout of the Canadian publlc,lnterest".

' . He stated his belief that'for reasons of constitutionality -
and better federal—provincial relations the corporation o~
should be established'with 51% of shares held by"'

. the. federal government and the balance allocated

Ay

proportionately and approprlately to the Crown in the

3

right of the provinces.” To do so would be doing
Canadian unity a great tangible service.57v Schumacher
for the Conservatives repeatedly protested that

"Government enterprise never built anythlng in an

eff1c1ent manner."58

-

iv. Carriers' Response -
~ T The carriers, on the other hand, were not-about to
'openiy sanction the proposed system nor condemn ist.

They were still negotiating their own position with
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TCTS and Bell as the pr1n01pal play—makers. Beiné
B % b
the domlnant corporate 1nterest llkely to ‘be affected

by the new corporatlon, thelr bargalnlng p051tlon - . -

' sthted w1th thelr ant1c1patlon of accruable benefits.

Their argumentS'shlfted tOjfocu51ng on the economics

of the system. . ', - u | :,W 7;;,;:', R S

N

The carriers were concerned that the satellite might-

_ , . o
be utilized in competition-with the existing technology. =~ =
R S ' , A ) . (

Lester, Vice-Presideht»of Bell, had- commented before
'Pafliamentﬁ'u,r' .

"I do not really think that the long term
future of telephone facilities is via
‘'satellite.. . I think this lies more '‘in some
~ of these other directions of wave guides
. and lasers." 59 N 4

W o S T U e

- A v - - -
3 . ) . -

'A. J. deGrandpre KPreé. of Bell) stated that gsing the cartiers'
figuree,rthe conclusion was that the_Satellite syetem -
would be uneconomical. V |

"We ‘came to the conclusion that the cost .

of prOVldlng transmission via satellite is

more expensive than usﬁng terrestrial
microwave facilities." ‘60

~=- - —-Originally the- 'carrierystﬁgm@d”fﬁ?z—s%‘f the/

t/ﬁfffffupengmﬂnmldﬂCE@&&&—ﬁ%ﬂkE%&ﬂg/tO‘eastﬂmﬂﬁfﬁfgff+a

requ1rements growing at 20% per annum) be a551gned

to satellites. By the time of the Committee Hearings;n
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however, it was clear that they would not be the
sole owners of the Telesat system, and the‘Chairman
of the Trans Canada Telephone Sysfem was no longer
’prepatedito s?pport’the White Paper's assertions.'
"Krupski's objective now was to try to -

restrict usage of the system to carriers,
reserving for the carrier the possibility

-—of —opting-out of-Telesat were his . . — e,
objective not granted."” 61

He now argued that the east-west microwaye system
was capable of meeting current needs and could be
expanded to meet future needs. He saw the sateliite
as useful mereiyrforjeringing‘television to remote
areas. . -. -

"The main Benefit from this satellite eystem

will be for the distribution of television

51gnals... As far as telephone service to
‘the far north is concerned a satellite

“system of this type will offer 1n1t1ally o
only marginal improvements... The advantages
of the satellite system for east-west
telephone communication w1ll also be. «
marginal." 62 '

Satellites,/accordihg fo Krupski, are an uneconomical
venture and that for,carriers to be_involved would

mean that the general public, as telephone subscribers,

63

would bear the burden of cross-subsidy. And that

if the satelllte was to provide service on a competitive

basis, it would be unfair to expect the
telephone companies' cooperation. Should the

3 corporation offer its services to users other than

e dasntront



thelr detrlment and mlght be considered prejud1c1al

;shareholding'public.
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the carriers, 1t would mean that the. members of the

Trans Canada Telephone System would have 1nvested

in and be supporting a corporation with which they
- ,

would be in direct competition. TCTS -argued that

such action by/Ehe System companies could be to

to the interests of their owners, i.e. the
64

Suhsequently, TCTS, during the Committee'Hearings of

May 6, sought to convert the earlier statement of the’

Minister regarding Telesat's role as a complement
not competitor, into a statutory eommitment by

proposing an amendment to Section 5(1)‘which would

have legally restricted Telesat to a common carrier's

role except for sales to the Canadian Broadcasting

Corporation for television distribution and other

governmental uses.65

»

On May 20, Kierans, Minikter of Communications, rejected

- the propoSed amendment as Unacceptabie;

"The Trans Canada Telephone System, when they

—proposed this amendment, did not make any
offer, for example, to confirm that they

corporation. In other words, they want to

bind the corporation into a position where

the corporation could sell only, to them .
but they were not necessarlly‘bound to buy

from the corporation." 66

f—L——%thaMm&ve&ﬁmﬂ%é4%reﬂsammrs4ﬁ?%he——*——*—————————————————



*issued the following statement:

T "Wou*];d"bé”:i;n*e’qu'r table to invite such

. Nevertheless, the Minister calmed TCTS' anxieties

by re-emphasizing the view that Telesat would be a

-

complement,'not a competitor, to- the exiéting
telecommunications common carrier, adding:
"Further, I will say plainlyrthat it would

be inequitable to invite such companies
to compete against themselves. Theé

__ __apparent difficulty can, I believe, be.

resolved, and I have already proposed this
to the common carriers, namely that.in
signing contracts of participation that
Telesat Canada should only sell to
customers who require a complete television

- equivalent channel on a sustaining basis.™ 67 T

TCTS, somewhat placated, withdrew the amendment and

"In restating Telesat Canada's role as a
complement, not a competitor to the common
carriers, Mr. Kierans observed that it g

companies to compete against themselves,

and indicated his belief that the question

could be satisfactorily resolved in -

contractual arrangements between Telesat

Canada and the common carriers. The Trans - e
Canada Telephone System concurs with his o ’
proposal and agrees that a stipulation in

a contract to reflect the above intent could
satisfactorily resolve the matter. In view

of this, we now feel that the amendments
recommended in our brief to your Committee

are no longer required." 68 '

The Bill was passed virtually unaltered on Third Readifg

on June 13, 1969 by the House of Commons, passed on -
Third Senate Reading and Senate Committee on Tranéport
and. Communication Hearing, June 17-26, and received

Royal Assent on June 27 as Teleiﬁt canada Act C-51 (1969).



o - waSMthe~immediate~péstfpresident'Qf~theheanadian4>A-

- performance in terms of meeting the proposed national

Teié%atuaézgda Qés”ircorpbféféd’in’September 1969.
Mr. D. A. Golden was appointed as President, and
Mr. J. A. Ouimet as Chairman of the provisional

seven-man board. of directors. .Golden had acquired

=
\ B

knowledge of satellite technology while-serving as

director of the Air Transport Association. Mr. Ouimet

- *

Broadéasting Corporation. : '

.

-

b. National Objectives and System Performance
The Telesat Canada Act had stipulated the corporate
objectives, not the nationalbpolicy goaléias associated
with-the.White Paper, even though the defence of the

~ - Bill ¢ontinued to be engineered'dn the basis of |

-

__national .objectives. From the time of Telesat's ~

}inception,'thé cofporation has continued to act in

accordance with its légisiated mandate, with the

primary objéctivesAand motivations of a COmmercial

enterprise. 1Its corporate responsibilitiés have

VSUbordinated any anticipated chiélvpufﬁoées to'spin;off rl~ ’ i
ben?fits seconda;y to the economic objectives and ‘

operational performance of the system. Telesat's

development, national identity and unity is characterized.

) by,the,following,eviaenCe.
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i.- IndustrY’Benefits ‘ .
Securlng a domestlc satelllte system was 1ntended
to be an 1mpetus to the aerospace industry and . ;7 _777‘;

manufacturlng sectorsassoc1ated with the development '\; R

&

of the’Canadlan space program. A significant example

of.Téiesat's fuifilment of the intended benefits

is ev1dent from the controversial 1nc1dent of awarding

the initial contracts for supplylng the system s .

hardware.'

In early 1969; it was still uncertain as to who would
get the contract for building the proposed satellite.
The two main contenders in the Canadian market were

Northern Electric for the electrical'system, and RCA

 of MontfeaI“fof‘the spacecraft‘portlena buring o
dlscusslon of the Telesat Blllvltrwas admitted that

a Canadian'developed system would be more costly than

buying a "package deal" from American enterprises.69

As a matter of policy, it had been decided that in

light of the anticipated residual benefits of am

all-Canadian system, the Americanvoffer was to be rejected.70

Shortly after Telesat's 1n58§§6§3E165, RCA was

. "commissioned to study the technical -specifications v n

and report on cost and delivery schedules. The
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Astudy was to be used for recommendatlons on the

awardlng of contracts for des1gn1ng and bulldlng

‘the first two satellites. In the Spring*of 1970

after the announcement of the U. S pollcy on domestlc

Vsatellltes, Hughes Aircraft approached Telesat w1th

a proposal to construct a satellite for $30 mlillon.

Rk 71

S

Hughes Aircraft had developed the Syncom serles for

NASA in the early 1960 s, whrch had demonstrated the

',potentlal of geostationary satellites. Hughes had

been the prime contractor for satellite spacecrafts
for the Intelsat program, having produced the first

five space vehicles. While Canada was proceeding

_towards establlshlng Telesat, Hughes had been lnvolved

in the twelve-year controversy surroundlng the
implementation”ofra domestic system in the United States.
Research and development at Hughes' operations Qere‘ s
in full gear by the spring of 1970. -The’HugheS' bid

had Jostled RCA. Later that summerrRCA subnitted a

revised proposal for a $42 mllllon scheme.72

“The debate over awarding the satellite contracts

was a politically sensitive issue. Telesat President,; —

D. A. Golden and (then) Finance Minister Benson,

opted for the more economical deal.offered'by Hughes. -
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The MinisteerflIndustry, Trade andACommerce, Pepin, f,
Treasury.Board President Drury, and the Science Couhcil
of Canada arqgued furtively that it should be_e »
Canadian industrial qndertaking.73_ Drury had
initially repxesented the mahufacturing interésts

Ahgs;ﬁormer Minister of ITC and Chalrman of the_ . .

Satellite Commlttee in the early stages of pollcy

formation.

-

bThe ScienceVCouﬁeil'slpolitical strategy had been ,
that of a "behind the scenes adv0caté“, relying on
informal ﬁersuasion rather than public confrontation.
It had endorsed the establishment of Telesat on the

basis of the ant1c1pated objectlves. When it appeared

possibility of accepting the Hughes bid, the Chairman
»ebted for a stretegy‘ef‘oben'criticisﬁ df”the
government position, but it:wes tooAllttle too"late.74
Hughes was awardedrthe‘contract on July 31;'l970 by

Cabinet order. Kierans, the Minister of Communications,

fﬁ ~ had authorized the approval lementing that with
/ ;

ressured the dec151on, that was “the price we have

to-pay for being Cahadians.'f75 Proponents of the’ )
Canadlan system re51gned themselves to the dec1s1on

“and Klerans later remarked sponer or later even the

L



s

- americans will discover they don't have ehough

'mohey to do everything they want to. Some

opportunities for us are bound to open up."7q

Hughes[ bid was considered by some financial and

technical op%nions'as a loss leader which would pay

r*oﬁij.aterrinrtermsuoiuestabkishing~itself*arcor nex
of the market. Why RCA was not'willing to take the:

risk of short term losses in order to do the same

‘was rationalized as belng due to thelr unw1111ngne$s
‘to pursue patent suits involving Hughes, and that

"Hughes, being the pioneer in synchrohous satellites
77

held the upper hand in preparation. Northern = - -

Electric had earlier teamed with Hughes through technical

—

servxce 11cences for use of Hughes satellite technoloqu,

By,1968 Northern Electric and Hughes had negotiated

a llcence agreement with the aim of establlshlng

in Canada the ablllty to design and manufacture

satellite system equipment.76 Hughes had also been

" responsible for'one of the technical sections in'a-

¥

study by Nortﬁern Electrlc (Northern Telecom)*for

\
DOT in 1966. 79

s
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The-Hughes bid prhv{dpd for
{RCA had offered 65% Canadian cohtent.) in which
Northern Electric would provide the electronics -

P
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" system and Spar Aerospace‘(eérlier'research*énd ‘

development part of deHav111and Aircraft) WOuld

t un

prgylde ‘the space craft str_uctures;?0 When the'

.contract was signed in September, Canadlan content
was establlshed at 20% for the three satellltes.,

It waw also agreed that Northern Electrchandepar

LY

would provide parts for 15 more’spacecraft,on the

world markets. {Hughes later sold a similar package to

B Western Union at a s;gn1f1cant£§ reduceda. prlce )81

The consequence of the contract awards had limited -
the industrial beneficiaries of the aerospace )
industry and thus not induced a broad based spece

industry. The main subcontractors have acquired '

4*36ﬁ1nance in specielized fiel@s, but other potential s
industrial capacities for the space program have not
"developed. NASA launching facilities have been used
.consistently by TFelesat as a more,economical
arrangement than developing such- facilities in Canada,b
Spar Aerospace Ltd., in particular, has grown

substantxally as subcontractor for Telesat S three

series of satellites. Since 1968 assets have grown

tenfold, sales revenues have increased from $5 million

to $70 million, and net operating income has jumped

from .056 to 1.3 million.S52

B
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- Spar has acquired Astre—Researfhfrf—G&lfferﬂfa—%%2),—~¢~—
a space research and devélopment firm,vplus RCA [
assets in space téchnology, and Northern Teleéom's
space electricai mahufécturing assets. Other‘%ontrécts .
- for,Spa; have beenithe,ngernment (Doc) assignmeht
| ) . or Hefmes{(CTS), the eXpéfimentai satellite from a
//////iji—-\\\\i;QPQpntract for a joint venture of NASA and'Western

3

Union.

" "Spar is now the prime contractor for satellites in

Cangdarandfi; seen as the'"Céﬁadian core company to
- break ihto the interhatiénal sétellite market,"84
The gﬁm of developing satellite industrial capacity
ih the aeroSpace indus£ry is techhological specialization

through a consolidated industry effort and penetration

of the export market.

- . . ii. Nérthern Séfvicé, NorgﬁefnrDeveiobﬁenti

7 In terms of meeting theagbjectiveS'for no;thern
service, the government, during 1972-1973, perpet;atedrv
an extensive pubiic relatiens campaigﬁ which flauﬁtedr

the social and éducationalnbenefit%‘that Anik I and II

would bring to Canada, especially in northern areas.

No amount of public relations matefial could disguise'

- the fact that the needs of the north had not been

>

' considered prior to the satelli;e,system's‘éstablishment
and operation.86 The major selling point which‘waé

=



—————ofthe-northerners. —In fact-it-could well— -
_raise the social temperature, raising - . ©o
people's aspirations when the developing ° SRR
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advanced was the availability of televisioo ser&ices,
but the fact that the content of the transmission
was of little relevance to native northerners was of
little concern.

"TV for the North with no attempt to make it

relevant to the northern context is
definitely not in accord with the desires

economy is not ready to satisfy them." 87 - .

.-"Canada's North is populated by-people of . _ ... . ,,,r,f,,;,ll,,g,,;;,.;,;,_,;‘

different ethnic backgrounds, interests and
heritages. - It often happens in such a
situation that one of the ethnic groups is -
dominant and pursues ltS own interests at
the expense of others. The Task Force
believes this is happening in Canada and
that one manifestation of this phenomenon lS

.evident in the field of northern communications." 88

However, Telesat has made pOSSlble the extension of
CBC broadcasting services. Under the Accelerated
Coverage Plan adopted in 1975, the CBC is attempting
to extend serv1ces: ~radto’to every communlty of

50 or more and iv to every community of 200 or more,

‘many of which depehd on satellite coverage,iparticularly

in the north.: The other national network, CTV, has

o

not utilized‘the satellite\services. CTV is

distributed via the TCTS microwave netWork and

maintains that the costs of renting satellite space

are too. expens1ve to be economically feas:.ble.89

P

ThoughKStudies.have since. been undertaken to examine
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the real communication needs in the north Ior

residents, it has had avnegligible effect on content

in existing services. Broadcasting services remain

-

a 6ne-way»syStem, where information is "dumped" on
northern people in a systematic process of cultural

domination. Though telephone service has been

,extended+:serniced;emainshpooiwandﬂintra;éngéinter

¢ " local community service is either non-existent or

s too expensive to meet the needs of the re#idents.
Thérméin.bénéfits; as was iHEéﬂééd;uﬁéGé*ééérEéd;Eb’dmm””f"
imported southerners and the industrial community.
Nofthern gas and oil exploration enterprises,
particularly with the advent of the proposed MacKenzie

pipeline, were the logical benefactors of the sateliite

-

- system. The installation of initial ground stations
in the north have a remarkable coincidental pattern
with resource communities. !

Non-commercial use of sparé satellite channels has
o not been allowed on Telesat. Its corporate objective
of acting with the motivafions of a privaté corporation

e —gsituation-are clearly illustrated from the following
. gcenario. Dr. H. McGuire, a physician on the Queen .

Charlotte Islands, had tried unsuccessfully to

. - J
utilize two channels on Anik to transmit specialized

has been the ‘basic operating policy. The:results of,this




medical‘éervice to remote areas. Upon learning that

 three oil companies were being allowed free satellite

time to test.the system's capacity in winter
) cohditions, Dr. McGuire'again approached Telesat
with his proposal. He was told: "We are a

commercial venture whose main responsibility is to

90

_our shareholders"”. The commercial objective of the

‘corporation takes precedence. Social aspects flaunted '

. . 4
'~ @s national objectives-by .government have not been - .. -

pursued. Government representation wiﬁhin the Telesat
management bears.-a concomitant interest in the
corporation's profitability.

The pace at which Telesat offers services for

northern area application54;£11 depend on’ its

economic viability. Since there is little pféspect'

that extension of communication services to small
nor£hern gomhunities will be commercially viable

in the near future, its implementationjwill be
considerably influenced by the availability of‘subsi@ies,

’ likely from the federal government and without undue

E

pressure on the carriers to fulfil their mandates

for service.

*
iii. National Unity and Identity
Attempting to evaluate Telesat's pgrformance with

respect to the objectives of promoting national unity ‘ -
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"and streﬁgthening a national identity, is a somewhat
intangible task. But the objectives themselves -
were based on aﬁ emotional appeai aﬁd'rhetoric rather

‘ than a definition‘ot practical design foi measuring

; , achievement. One aspect of the nebulous concept was . 7 —

to provide two-language broadcasting The satellite

system was to be an economlc boon for such a pollcy,

but given the c1rcumstances of Telesat s corporate p,

,history} the cost of. 1ng;the satelllteehas_notsbeen,Wﬂfeemee;,e;

51gn1f1cant1y cheaper for the broadcastlng 1ndustry.
CBC's use of the satellite system has likely beneflted
T Telesat's economic pictufe;more than CBC's expenditure

account. Two-language broadcasting has been implemented

mainly through CBC policy ahd perseverenCe, not by

”””””””” I =1 ¢ Y- 2 51mp1e ‘availability of technologlcal capablllty.
The Canadlan culture debate-and its ramlflcatlons for

~ policy remalns a national questlon.’

< -

The resulting achievements or lack of them in national
policy objectives demonstrates in this instance the
beneficiaries of decisions made on the basis of national

interest rhetoric.

If we examine the real beneficiaries of the system, it
seems that firstly, those awarded industrial contracts

and those in a position to use the system where other

facilities would not have sufficed, for instance
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" multinational resoﬁrce'interests’andigovernment personnel o
in the north, appear to have gained the direct benefits. .
The structure of the telecommunicatione:industry‘has been
protected from "competltlve inroads" by the contractual

arrangements and corporate character of the satelllte company.

-

”;#u~m—W~The~explanatieneeﬁ—theseeresultswliesﬁinwaneunderstanding
of the real constraints operating on,national policy decisions.

That is, the events surrounding satellite development need

to be con31dered in relatlon to the natlonal economic ;trnCturer
and pattern of natlonal policy dec151ons to see wheredthe

real definitjion of the “national interest"” liee. The national
objectives such aevtechnological progress and industrial
development and northern development, resource eXploration

7andmthe corporate character of the protected telecommunications

industry, are signposts to an understanding of government-
'industry relations inrthisrcountry; By nnderstanding what

y, these objectives mean in practice, one can determine the
effective meaning of the national‘interest in government policy
beyond the example of the satellite issue. Satellite pollcy
then, must be~ 1nterpreted 1n relatlon to the constraints

imposed by the effective definition of the "national interest".

- viable corporation in the telecommunications market, more ' .
problems emerge. Instituting Telesat Canada as the means of

implementing a commercial satellite policy makes

*
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manifest the contradictory naturé of the structure

- of relations it supposedly has acquiesced by ching

-

into being. The corporate history of Telesat

identifies the effects of the power relations based

on the institutional constraints inherent in Telesat's

- corporate structure. The corporate history of

Telesat continues the conflicts which‘hadfbeen
submerged by its corporate form, but neither

‘resolved nor eliminated: The key issues—-remained - . -
centrgd on the cofporatién's relaﬁion to the dominant
interest groué of the telecdmmunicatioqs structuré,
the telephone cémpanies, on the*criteria of ownership,
usage and viability. Latent contradictions surfaqe

and the renegotiation of a suitable compromise is P

c. Telesat Corporate History

i. Financing
Initial financing of Telesat was in the form of a:

$9.8 million loan from the Government of Canada, which
C . A
was repaid’by December 1970 at the time of the first

31 The Telesat Canada Act

provides that authorized capital of tﬁe'corporation

{7 10 million common shares without nominal or

shall consist of: Tl

~par value; ~ and
2. 5 million preferred shares with a nominal or

par value of $10 per share.92
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The dlstrlbutlon of Telesat stock ownership was
determined during the perlod November l970‘to March
1972; In November 1970 Telesat made arrangements to
isSuerﬁroob,OOO eommon shares,witﬁbut par value at.
$18 each over rperiod‘ending March 31, 1972. Under
the plan, the Z:3ennment of Canada and the thlrteen

approved telecommunications common carriers suibscribed

for shares, providing $60,000,000 in equity capital.

Bistribution;among¥the=carfiers—waSJES;folleﬁS};*'~»¥f~>47* =

Subscriber No. of Shares Per cent.

l. Members of Trans Canada

Telephone System 2,469,000 82.3

Bell Canada ) . 1,475,000 49.0

B.C. Telephone ~ 330,000 11.0

C - A,G.T. ' 279.,000 : 16.0
. Manitoba Telephone . 99,904
. -Saskatchewan Telephone 99,900
Maritime Telephone - 73,800

N.B. Telephone 79,000 , 6.0

2. The CNR and CER, each , 225,000 15.0
3. Others: Quebec Telephone 60,000

Island Telephone 6,000 - 3.0
Ontario Northland 15,000

The Government of Canada and the common carriers each

had 3 million shares, while Pre51dent Golden had one,
‘4“1Tﬁ§‘capacIty‘as*a*member*of*the*genera14pub11c————————————————————ﬁ

who fulfils the statutory conditions. Although

tripartite -ownership with public ehareS—was planned- .

upon establishment of successful operation of Telesat,
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no public share offering*has‘béen\attémptedfthﬁs far.
As Mr. Golden has said:

"That it is expected that the Government loan
would be repaid from the proceeds of a public
_issue of shares at an appropriate time when
- the corporation has achieved successful
commercial operation and subject to prevailing
; market conditions. ©No decision in- this regard
would be made at this time and the whole
question of timing of a public share isste ‘

- will be _kept uhder constant review with the =~ - ¢ -

.crporation's financial advisors." 94

| It is Telesat's’interpretation of its performance

that adequate conditions for the issuance of public
shares have never been met by the company. Thus,
Telesat's ownership aﬂd:conirbl has remained with

¢

government appointees and the-.carriers.

’MThé”baIancé*Qf*TeIesath"financingfrequirementsfhasv—
been realized through loans under a short term |
‘borrowing'arrangement with the government. The S - B}
borrowing consEraint under Section.4l(4) of the Telesat
Canéda Aét'is that Telesat cannot have logns outstanding
to the éové;nment in excéss of $40 million. In July,

1972, after equity financing was cémplete) Tglesat

entered an a§}eement_witn'thezgovernment to provide

borrowing of up to $30 million in order to have

available the necessary cash to complete the base
line system. Loans totalling $25.5 million were

drawn (11.5 in 1972 and 14 in 1973) and scheduled
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s ", to be repaid in 1974-1977. At the time of the

— Rt
s . f

proposed agréeméntr(l976-1977), all - logns had been , S
repaid'énd Telesat had no outstanding debt. During : . ?

— i

, ©1973-1976, no further borrowing was completed with

 the Government of Canada or any other SOurce.gs

P

.. In late 1975 the Telesat board approved a plan_ for

procﬁrément‘of_the company's fourth satellite, Anik B,

which involved loans, to be supplied by the Government

6f Canada and the Toronto-Dominion Bank. However, R

at the time of the agreement, this financing arrangement .
_hadsnéﬁ been, and}appeared not likely.to be, completed.
Coincidentally and subSequently,mTelesa?lnegotia;ed |

an arrangemént with the Department of Communications )

whereby theJDepartment would lease channels of the

14/12 GHZ band of Anik B for experimental purposes. .
The Departmerit of Communications will prepay Teleéat
$27.9 million. (9 in 1977 and 18.9 in 1978) for services"

to be rendered in 1979 and 1980. 1In addition, once

service betins, the Department of Communications

-

will pay $168,000 to Telesat for 24 months, for a

total consideration of over $31-9'million;96*f

el

i R 24

for medium term loans with the Toronto-Dominion' Bank

ks e
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which would provide the sole source of debt fimancing

for ‘Aanik C. 'The'Department of Finanoe, acoording to

-

Telesat's understanding) was unwilling to commit
 adequate financing to Telesat.97' (No ST

representative of the Finance Department Was'available

.at the hearlngs to substantlate Telesat s p031tlon,

Aea‘mwA~1+Am¢fmaklﬂgu@hisuareontroversralwp01nt¢L~HThe Telesat-

o

(2

<Toronto—Dom1nlon arrangements were pending the approval

of the Telesat-TCTS agreement.

ii.  Hardware.
Telesat Canada launched its first satellite in November
1972 and commenced commercial service on January 11,

1973. Anik II was launched in April 1973. ”Since

_then Telesat serV1oe-and fac1llt1es have been utilized

almost entlrely by its own shareholders (Bell CN/CP,
P
TCTS) and Crown corporatlons (Teleglobe ‘and Canadlan

Broadcasting Corporation).

Space segment facilities in operatlon ‘include’ three
satellltes which operate in 6/4 GZH band. . Each has

12 channels (transponders) capable of providing

~Ww;~‘-\ﬂ*;f~vngnt-to~p01nt\teiephene\aﬁd—datamse£Vf-eS and point=

to-multi-point broadcasting (television and radlo)
a’\w services. 12 channels are made up of ten operating

and two back-up channels (except Anik A-F-1 where

+
—
|

one transponder,is no_longer operational), for a
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i comﬁined channel availability of 35.  Each channel on ’

6/4 has theAcapacity,to transmit one television
program with aﬁdio or a maximum of 960 one-way

voice channels.98 , ' B \

‘Althbugh<there are fhree:satellites in geostationary

. orbit, only one, Anik A-F-3 is in full—time service.

The others are evailable for ba¢k-up use and for
j

occasional services.. of the -35 RF channedls available

- (29 if allpwing for six,béck—up), only 6 are used

full-time and one transponder (sometimes two) is

used»OCCasionelly by’Canadian Broadcasting Corporation

vand Teleglobe. Even full period RF .channels, _

espec1a11y those leased for telephone message traffic,

“have not-been fuIIy used‘ga"‘Thus*ucapaCIty*h334beeH“‘4

greatly underutlllzed in the number of channels used

~and-actual time- usagev - - -

Telesat's earth segment facilities in operation
: 2k .-
include a total of 74 earth stations. Characteristics
’ S
and the appllcatlon of earth stations are. cl?551f1ed
3

into elght ba51c types:

1. Two Heavy Route Stations - Allan Park, %ntario‘
! : AT

and Lake Cowichan, B.C.;

2. Network Television Stations - six across southern -

- Canada; = -
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3. Two Northern f%lecommunication:Stapiops_-
~ Frobisher~3ay and Résolu;e,atransmit ané receive -
se;Vices; .
4. - Twenty-six Route ‘Stations -, for voic?/circuiys"

" used in the remote areas of Ontarid, Quebec

and Narth West Territories; - e
*“;Aqﬂ"f”;‘A“”A* . Thirgy:éight‘Téiéviéibn.btatloﬁE,- uised in remote

‘areas across Canadaz

6. Seven of the above are Frontier Telévision Service

A E3

;7Stations located in the Yukon; and

7. Two types of Transportable Earth Stétions — One
‘2 _ used for ériginating local televisioﬁ progfams,
the other originating messaée tréffic - both in

remote- areas where terrestrial earth stations:

R o ____or microwave facilities do not p*iqt;look

‘Many of these stations have had facilities added so.
that they can function in a dual cqpacity as Remo%e
Television and the Thin Route Sg&tions or as Network
Television and Northern Telecommhnication Statidns.

-

Telesat services some 75 communities and earth

stations are being'added at a rate of fifteen per yeaf.z

&

-

iii. Usage

z

From the beginning of its operations, Telesat has.’

followed a practice of leasing whoie~transpondersx§ox

»
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customers(who can utilize continuously), i.e. a full + .’

- . RF channel. The contractual arrangément w1th

ustomers 1nvolved the leasing of one or more RF :

channels for a perlod of five years (with an optloh ts

1

extend oné year), for the purpose of provfﬁingz'

_ satellite telecommunication between désignated earth
statlons. Contracts aie only with the carriers,ﬁ

Teleglobe and Canadlaﬁ Broadcastlng Corporation.

Charges for services and fac1llt1es have been payable

; Btmcts_fdﬁ;mtﬁi oo B ";"’""’ Y *"";’

segregate charges associated with space segment
: 101

(RF channel) and ground segment‘(earth staéion).

-

H
}
j
’ﬂelesat charges customers for services roughly

e

f
éllacated on a 2/1 basis between space segment and

S — .
: ' earth»segment under part1c1pat1ng carrlers‘ agreements.

oo | Telesat recelved $30 mllllon over {\Ye years for two
| ffull RF channels.erhls is $6 m;lllon a year,or:;i‘\
| $3 million per channel. Of the $6 million, Telesat |
: revealed that $4 million is derived from space segmente}ﬁ

and-$2 million from earth segments. Thus, for each

- transponder $2 million, $1 million for earth station

accessing the earth stations at Allan Point and Lake

':eﬁffr;cowichan).” Other agreements provide for point-to- .. .. . 7 _ .

] .
3o g g



multi-point broadcasting services which require - -
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'~ many earth stations. Thus, additional charges are

. made for thedproyision of more earth station facilities.

b g e e

- which are above the standard point-to-point use.’,

4additiens;te;newfand~existingiearth¥statf0n3i!'””"W"

L)

s - 2

L - 102

B -

— - N -
. .
‘e

- @
The bulk ofirevenues are derived from tariffs.

as3001ated w1¢h the leas1ng of full transponders

and thelr related earth statlons. The balance of

rrevenues are-achleved through the provision of service

'

A - . ° V - , - B -
iv. Operational Constraints

. ; ) ’ 1
With respect to the domestic satellite system usage

x

for east—west»traffic as a supplement to microwave

“facilities, only two channels have been rented (TCTS

and CN/CP) - for southern markets, each of whlch has

‘seen only limited use. In late 1970 Tegeégt Canada

was negotlatlng potentlal customers and President Golden

acknowledged that it was a. problem selling facilities

to potential customers who are also the owners.103

At the time preceding the Telesat-TCTS agreement, the

L3 .
original contracts were coming up for renewal and

future prospects in channel leasing to the carriers

,———e————’didenet—leek—eneeﬂrag1ngﬂ—~The—southernteast*west

traffic market continues to expand and by the 1980's

a

-the Communication Research Centre study had~concluded
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" _that significant a@Qunts of long haul voice traffic

could be routed through the satellite in an
/J ‘ . 104
\ . attractive cost-effective manner. .
~
But due'tb-the«presgnt'institutional arrangements, it
r is unlikely that this will occur. The two main reasons

were .considered to be:

S 1. that withoﬁt two-tier reguiZZZénMQch.federal

jurisdiction over interprovincial and inter-

compe te di;eétly with terrestrial carriers\fof}
southern voégg traffic. iThough the fegefal

- government_pas’often considered .such a feéﬁlétory‘»g‘f
procedure, it haS’ﬁot»moved to implement the | |
scheme, one reaség'be}ﬁg the strong,oppositioh

-
-0of the prairie provinces.

.
¥
C W

- . 2. that the institutioﬁal érrangéments imposed

constraints on the usage of Telesat by the Trans u
R ) ) A‘;
Canada Telephone System for southern market traffic.

a0

One reason being that prairie provinces, as members

of TCTS, rely heavily on revenues from toll traffié;’

ies and therefore have.an

incentive to minimize usage of satellites. Also, -
all TCTS members are biased towards usage of.i&eiﬁ oL
) . Ll oA

.own terrestrial networks, since these investments -

can be calculated in their rate base for 7

-~
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> S regulatory purposes. The costs of chahne{w

leasiﬁg on satellites do not presenﬁly offer
this advantage as they are treated as an expense;lo5

w

A : The carriers have a disincentive to demonstrating any
i E . Thera A < .
cost effectiveness which may be realized from satellite

. & oo e :
usage, since to do so would encourage support for

those who favour Telesat as‘aréompetitive alternative

" to the terrestrial common carriers. To this end,

'

%he'earfiérsjfas;ewneréan&feustemers»oi—Eelesat1max£ks;
in a strong position todinfluence Telesat's pricing
pelicies in a mﬁnner that portrays Telesat as nét
‘being cost-effective in comparison with the terrestrial

network. When using a pricing policy of uniform

prices per channel in southern ;diqe traffic in the
Wrégkgégigi;erarehay“the cost comparisén that the
terrestriél cdfriefs would find relevant to use would
be the ﬁérginél coéf of édditional inveétmentrin' 4
microwave facilities as opposed to the average lease
rate of additional rental of satellite facilities.
To employ such a methodology for cﬁmparatiVe purﬁoses

is exceedingly likely to favour the land-based

'7’"7“W"“;:77W;747f?ﬂ:j:tij:iEﬂ§741itf‘ijEEES1:‘Yiitﬂr‘fﬂTEF*eQCiEﬁ:irﬂg‘13tjitza‘1)fF“‘*“““¥f

s 4 ] 243 e
—facilrties

=

v. Merger - The Proposed Solution

As early as 1975, Telesat and its customers were
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considering possible future arrangementsrfor satél}ite T

~The~original contracts were nearing - -

1 N
N . LUD
_usage. ’

‘expiration. Usage of the system‘ﬁas minimal, giveh: h
the available capacity. The "built-in profitability" \

that had been anticipated did not materialize, lafgely -
- because the system had never resembled the| compact ’ N\,
e = : L

model as intended. 'System capacity had never been

" 'geared to the level of demand. The development of

the technology, moie satellites with new innovative

~ features, continued regardless of marketing arrangements

for available services. (The DOC was heavily‘invleed

in experimental satellites for non-commerc¢ial usage.) - -

The decisions to build more satellites, thus requiring
large capital expenditures and suitable financing arrangements,

and the negotiations for new contractual arrangements,/all

~ proceeded within the same time 'frame, concluding with the.

prqgoséd‘membership of Telesat in the Trans Canada

a

‘Telephone SYStém. Telesat and TCTS maintain that these
céﬁcurrent,nqgétiations were unrelated. The followiné diary.
of evenfs ;uggests ofherwiée: | | |

- Early iﬂ 1973; Mr. Tﬂompsoﬂ;of TCTSrput forward

to Telesat's management the idea that Telesat

might become a member of TCTS.

H

- By mid-1975, TCTS had undertaken an examigation

of satellite applications'’’ for their usage  _

5 Q |
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membership arrangement. ,They concluded that v
satellites should be part of an integrated system.108

f
-~ = "1In late 1975, Telesat had decided to proceed with

the new generation of satellites in 14/12 technology

and SOught financ1ng for the_ implementation,ofothe fM“A;TA*“

: Anik B "series.®® Telesat maintains that this

[y

~decision was unrelated to any notion of-a
< - - - V ] /

S ‘membership agiééﬁenfg'

-~ In February, 1976, discussions commenced between
TCTS and Telesat as to "some type" of membership

arrangement. Also, at this time TCTS initiated a

Telesat system and requested Telesat's cooperation

to which Telesat provided input in March,and‘April.l¥q

- On April 21, 1976, Mr. Golden held discussions with
the Deputy Minister of Finance concerning Telesat's
current'financing requirements and clarification of

the government s policy on loans and advances in

'”ﬁ”7"4W”fJ"'“’ 1976- 1977.x Telesat maintainggtnat adequate

— inancing axrangements would not be forthcoming '

- from the government. (No government witnesses were

available'at\the”ﬁearings7to dispute thisrinterpretation

-



- On July 12, 1976, Telesat's board of directors

- 176 - - - . 1 L
_of the events that transpired between Mr. Golden” ‘ '
| ' 11

and the government's Finance rgp;esentative.)l

-,.Op'May 18, 1976, Telesat and TCTS met with senior

representétives of CN/CP to explain to them the .
background régarding‘Telesat's possible mémberShip

of TCTS. CN/CP was not favourably impressed by

the idea, reacting to what it saw as an extension of

the power base of the telephone companies over the

7 ‘satellite corporation to the exclusion and anticipate R .

determinate of CN/CP as a limited competitor of

TCTS.llzl

s

discpssed the options for Telesat's future and

approved in principle the TCTS membershiprp;joposal.ll3

- During the summer months, TCTS made presentations

to the provincial governments with authority over
telephonefservices (iigt"the,Prairie and Atlantic
provinces) -onthe advantages of an iﬁtegratédisystem

of satellite and terrestrial'faéilities. TCTS

refutes the notion that this was a selling tour for
114

the proposed membershlp agreement.

-

»

- In early August, CN/CP approached'the Minister'6f;

Communications, Mme. Sauve, ingquiring on the position
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ofmgoﬁenmentwpolicyﬂwithwréspectgtggthegpxgpgsed
arrangementé. Following this,diééussionI'CN/CP
7submi§ted a proposal to Telesat as an altérnative
to the exclusive membership bid in ché.ﬁ The CN/CP
gfrangement éoptéﬁplated'the establishment of a new

entity comprising CN/CPT, TCTS-and Telesat. After

__discussions, TCTS sent a document to CN/CPT

QN

éttemptinq‘to alleviate CN/CPT's anxieties over

possible future discrimination on using‘the

'satélliﬁe system, should the two proceed with the

membership‘proposal.].'15

- On September 1, TCTS notified CN/CPT that their

plan was unworkable. - The following day, Teleéat : )g

 officially rejected the CN/CPT proposal on the grouhds
. I4

that it could not guarantee Telesat's expansion'pians

nor its,profiftabil,ity.ﬁ116

- On September 7, Telesat requested confirmation from —

the Minister of Communications that the government

"does not dissent" in Telesat's membership with TCTS.

A draft memorandum of understanding and,ferms and

conditions of the agreement were submitted.

- ?Later in September, CN/CPT requested that Telesat

and TCTS reconsider the CN/CPT proposal. Both TCTS
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and Telesat again rejected it. CN/CPT then notified

Telesat of its intention to rev1ew its prOJected

requlrements for satelllte usage.ll7

- On November 23, the Minister of CommunicatiOns'
informed Telesat and-TCTS that Cabinet had~accepted

‘the proposal for membershlp, subject to certain

=" : considerations and without prejudice to the role of

. the Canadian'Radio-Television and Telecommunications
| o118

e e fCemmissronh~the~authcrrzrng~reguIatory*agency.

- On- November 26, the CRTC Chairman informed Telesat

of the need for a public hearing in order to

adjudicate on the proposed agreement.119

- WIn,early December, - the'TCTS .board of management
accepted Telesat as a member.120 - L
| o B , o

-~ On December 7, Téléséf“fé91iea'Eb the Minister of

Communications, assuring compliance with the

»

considerations 1ncluded in the government S. approval

and that\such condltlons were 1ncluded in the terms

*ff*tt”""‘rrfrwofMthf*agreement. Telesat then proceeded to put

—'———’fcrwar&;the1agreementrto“thersharehciﬁers for-

ratification. It was endorsed and a"press conference

held to announce thefTelesat-ngé agreement
, effectlve January 1, 1977.121

g .
L~



= On December l&+gthggministergei—eemmunicationS**“**f"‘*‘?"é‘*

informed the CRTC &§ the agrégmeht and of the
government’s;conditgknal‘appr$val. ‘The CRTC . )'7;
respondea on December 31 and inquiredbas to:whefher_’
the stiﬁulateg considerations had been met torthe

government's satisfactio’n.122 ) .

Qyr January 1, 1977, the'agreéhent became gfﬁective-

. ‘ -
subject to CRTC approval. On £Hé‘18th, Telesat

ST SIS P GRS SNSRI

,séntﬂa‘ébp§’5fifﬁe"§éffﬁigzgéfagféément to the
VMinister of Communications, and on the 21st,

submitted it to the crrc.l?3

It was not until February 10 that the Miniszer ieplied

' £ %O,EEEUEEEEEFEQI[§f£§QE§§§WQ£%Decembexg/iﬂ;Awhich—timmy—»—%—'ff—**4“’

the CRTC was informed that Telesat had given its
assux?nge that the agreement complied fully with the

concerns of the government. On February 16, the CRTC

‘issued notice of a public hearing concerning the

proposed Telesat—TCTS agreement to'commence,April 25.]‘2’4

o -

3. REGULATION

""""" 7 a. The Regulatory Arena- A New Forum 7 ' ' S ‘
, : - ’ e
. The regulatory arena under the auspices of the CRTC, was :

a new stage for the main actors, Telesat and TCTS.

‘The Canadian Radio-Television and Telecommunications

Commission received an expanded mandate by inheriting

“x
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jurlsdlctlon over the regulatlon of the tedec

sector, prev1ously the preserve»ofAthe Canadian Transport:

ecommunications

Commission, by virtue-of.Bi‘il-C—S'(1976).125

Prior

. to thehapplioation for approval of the‘TelesatFTCTS

| tagreement,’the,only other regulatory_prooeedings the-
CRTC had engaged in with the telecommuniCations_industry, o
was the rate—hearings for Bell Canada (concluded in

May 1977), and for B.C. Tel (concluded in Apxil 1977),

just as the Telesat proceedings were getting underway.,

\ E
4

R T PrevaousrRespon51b111tyrfer Satellites i B
In the case of satelllte policy where there has never
been a def1n1t1ve pollcy statement since Telesat was =,
incorporated the regulatory agency has little direction
for broad regulatory purposes. Telesat, as a corporate

body operatlng in the telecommunlcatlons sector, moved

1nto the CRTC's jurlsdlctlon w1ék the telecommunlcatlons
1ndustry,(But had engaged in no regulatory bus1ness
w1th the CRTC prior to the appllcatlon for approval

of the agreement. (TCTS, as noted ear ier, does not
come under any regulatory supervision. ) Whlle under

the CRTC there had'been no real supervisory’ status

over Telesat, Telesat's autonomy was 1nfluenced by the

fmr”44—~ffhﬂoneraiirpoiicy~towards‘teiecommunrcations‘as conce1Ved

«

4———————————aﬂd—impiemented—by—deeisioﬂs—of—the—ﬁeef—eommertrar

satelllte services had been treated by DOC statements

of 1973- 1975;25Aas anuad]unctwofrthe telecommunlcations

-

industry. The lack of a public disclosure of policy
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. S LT L ,‘,, e o
1n1t1at1ves in commerc1al satellltes, however, shouldr

P

o , - not be assumed 'as a lack of interest on the part of

the DOC. ' The DOC\has been committed totthe acceleration

\ of satellite technology, research and development.

i The DOC was actively pursuing non*commercial satellite

\

: pro;ects in the experlmental fleld and had eariier

* promoted the 1ntroductlon of Anlk I and II as the new

‘era of communication services in ‘the north. Further

~t0’the DOC's influence on Telesat is the note that as
. - .

7 government negotlator in federal-prov1nc1al relat}ons

.on communlcatlon matters, the DOC had developed a

séh51t1v1ty to the concerns of req1ona] carriers in

* connectlon w1th the role .of the satellite corporation.

u -

T .Telesat's only other-constraint on autonomy had been .

7'mdﬁeft67théwfiscalwrestraiﬁts of the. Telesat Canada Act,
which restrlcted government flnanc1al respon51b111t1es.
The’Department of qu\_ce, as the government liaison
WIth Telesat on sucH’)atters, has also ‘had llmlted
1nfluence on Telesat and therefore satelllte pollcy

* by v1rtue of its economic pollc1es.‘

”

S ii. A New Adjudicator

. ~ The CRTC

The Canadian Radio and Television Commission, as it

-

was originally knownfrnasicreateddhj;therIQSQ,,

BroadcastinQ'Act which soughtdto proposera broadcasting
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3

r,fpolicywand~regulatorymframeworkwforwcaha&a*Wmihewr—~f~54~

CRIclﬂaslthelnenrregulatorv aqencv. whose obiects'

' bodyﬁand thus insulated from the'political prqcess:of

- will quite. be to regulate and superv1se all aspects

of the Canadlan broadcastlng system with a view to

1mplement1ng ‘the pollcy 127 as stated in the

Broadcastlng Act.- The agency was to be an"lndependent

goVernﬁents. Itsrinception arid design prompted

Communications Law expert, Penny, to remark that:

"whereby the major problem'ﬁithodepartments'
like the DOC - the low v1s1b111txrof its .

deelslohs and the difficulty of ensuring !
publlc scrutlny of its policies - is

alleviated by giving these decisions to an P
1ndependent body that operates -in the publlc '
view."™ 128 ™

The respon31blllt1es of the agency have changed in

£l -

relatlon to the changlng deflnltlon of the 1ndustry

were the concern of the Board of Broadcast Governors
R R B e T T T o T

o of the 1ndustry, the creation of the CRTC, w1th its

it regulates.] Wherxe- broadcastlng 1ssues originally

(an executive arm of the CBC) and its mandate which

- -

took a moredcultural form, as the growth of private

broadcastlng -has 1ncreased and changes the structure

&

«rlndependent regulatory mandate reflects the changlng A

structprefofflnterests in the areafof broadcasting.

Ed

‘(F6} instance, where CBC as the public brOadcasting

'system,,had been: the substantlal basic service and -

ll prfzate broadcastlng acted as complement the&””'””' S
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f reallty of the 51tuatlon 1s now much the reverse ) o,

- -

ThlS 1s also ev1dent w1th the growth of cable systems,

the requlrement of regulatory supervrslon ‘ag broadcastlng“':

- -

;‘,rece1v1ng undertaklngs and the 1mpacg of cable technology

- - - >

ron the economlc structure of the broadcastlng 1ﬁaustry._

W1th‘the telecomqgalcatlons industry brought over - toh‘

"the‘CRTC, the caec s jurlsdlctlon has grown to 1nclude

,‘b¢9?L9%@e9§e¢,awéy,from,the broad policy issues to

';the whole technoloq1cal structure of telecommunlcatlons

I

;;fac1llt1es and, with it, the agency 's functlons have

r

4 a'morefnarrowly conceived notion of regulatory;authority.

E K - - ‘5
- - . S - - - .-

s CT

“Fes .

- Tt :

;_"

From 1ts 1nceptlon, the CRTC had operated in a policy

-

‘orlented manner, holdlng hearlngs on 1ssues of policy

P

'fquestlons and deflnlng pollcy goals,and objectlves

T~ - .

in the broadcastlng 1ndustry Wlth the move to 1nclude )

£ N e

,telecommunlcatlons regulatlon,»the DOC has also moved -

- Z

to 1ncrease 1ts own respon51blllt1es in overaIlf”'“ CooT T

,.r' \3

communlcatlon pollcy,matters. The 1egrslatedschange5'

w?fﬁ 1n Blll C 5 and subseguent B;lls 24 and 43 have

"altered the structure of control 1nternal to the ;

3 ~

T

agency 's 3urlsd1ctlon«and in 1ts=relatlon to the
129

3 .
*

Department and Cabinet:="" The.ratlonale is that pollcy

130

, 1s a pOllthal responsfbrllty. < The CRTC115 seen

E

to be the 1mplementor of the goVernment pollcy p051tlon

0



. S
with Cabinet and the Department providing direction.

. L - \
[ ' ’

The Proceedlngs

The regulatory proceedlngs were framed by the precgﬂents
of telecommunlcatlons‘pollcy .and procedures. The
Commission was confined by the Railway %ct to grant

approval or deny the application of the proposed

agreement.131 The criteria for,apprOGal was deemed -

to be the "public interest". The’CRTC, in conventional‘

style, required a public¢ hearing as part of the

- N - ) Vs . . », B
regulatory process to attempt to derive a meaning for

this vague criteria.

The CRTC announced the public hearing for April-1977

and invited interventions from any interested parties.

The Commission proceedings were framed by the formal

o

“style of the hearing process ‘which Was reminiscent

of the quasi- 3ud1c1al admlnlstratlve procedures of

the CTC rather than tﬁe 1n£orma11ty common to many

»

CRTC community hearings. Both e appliéants and the

opposing intervehors‘provided pert testlmony and

<

both sides wére represented by counsel for cross- o

examination purposes. “In the adversary style, the

appllcanfs presented!?helr case April 25-27, 1977,

then from May¥June, witnesses for both the applicants

and the intervenors were cross-examined. The hearing:

“ X
( v
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concluded with the final submissions of the written

arguments ffom the applicants and participating

i - .
- . - ) H

intervenors.

iii. The Participants
AThe applicants and supporting intervenofs presented

the case for the Telesat-TCTS agreement. . Bell Canada

and B.C. Tel, the largest telephone compénies in TCTs; ' .' ’ V ,
played a major role in the~hearings on behalf of the ‘

*f**f~LapplieaﬂtSfe—?he;Prairie%pfevineeéiéteiephoﬁefsystemsT;;;;;;;;;i;;;e*

~

publicly-owned corporatiohs, also supported the

E S L

agreement, with Saskatchewan Telephone appearing and xkb
Manitoba Telephone and Alberta Government Telephone ; ;

-filing written interventions. Provincial representativeS'
. - #
for the Atlantic prov1nces, whose telephone systems

are subsidiaries of the Bell system, appeared in support S

of the’appl%éghts.» . . ' ’ o '

v

>

The major intervenors, appearing in opposition to .
the proposed agrcement, fall into three basic interest

) 7
groups: private corporations, government, and public

interest groups.

S —— WvﬂeW

Arctic Gas. CN/CP was at the forefront of the

proceedings since it considered itself a competitor to

R
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a}.
s

.. ....TCTS and potentially, if not already, a competitor = _ .

of Telesat. ‘Thé agreement seemed to CN/CP togbe'é

" dangerous antiecohpetitive move‘which, byiexciuding
CN/CP ,would prgvide TETS with inpfeased_strengsh and
extension of its monopoly position. CN/CP woﬁld have L
preferred ah arrangement whichvincludedvitéelf qsr

part of the monopoly structure for telecommunications

‘inkCanada,'as,was their suggestion for a joint venture

proposed during the Telesat-TCTS neqotiations.

'\ The Canadian €able Television Association (CCTA) =
;>opp;sedthe agreement to proégbx its position which
soﬁght fd distribute television signals from satellite
t0~ca51e Systems by by-passing the carriers. They felt

that” the agreement would make such arrangements with

7ﬁ;7Iglesétwq;ffigg;t, if'gpt'impoésiblgihﬁ§§iya3'discussed
earlier in relation to the threat of new technologies
to traditional market structures, cablé systems haye
changed the nature of the broadcasting industry. -
Cable technology, if operated ‘in conjunction with -
satellites, would alter tﬁe telecommunications industry

with sufficient impact to alter the power structure “jg

S

of traditional carrier firms.

e
] - . N

-~

/\_ Arctic Gas, which was anticipating the construction of
the MacKenzie Valley Pipeline, wanted‘assﬁiance'that its\\ﬁ//f
prior arrangements with Telesat (1974) would not be

jeopardized by the proposed agreéhent.
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-.Government- representatlves, -who- appearedfln the e b

Dcheedlngsrhgplngrtgrdenyrthe agreement, were from

the proVinces which do not cOntrol therr telephone
systems,»Ontario, B.C. and Quebec. Federal government
“k\ intervenors were conspicuous by their absence,
partieﬁlarly the DOC-and the DOF. Altheugh Cabinet

had approved in prihciple the proposed agreement

uQithout "prejudice to the authoritx‘of the CRTC",
there was a general understanding among the participaﬁts

that the goeernment's mood was prone to the applicants.

 The DOC provided no information to help abate such
rumpurs. Thefdpihion‘ofrthe DOF wbuld have perided
particular clarity to certain controversial issues,
since there was conflicting testimony as to the DOF's

position on possible commitment of capital necessary

-

to Telesat S procurement plans. .Tgejpne‘federal
department,represented at the hearings was the Anti-Combines
- branch of the Department of Consumer and Corporate 'A,ffairs’»
(SgbA). Their case was adamantly epposed to the ‘
proposed associatioh for its anti-competitive aspects.
The Consumer Associatioheﬁ’Canada (CAC) appeared ih

" opposition to the agreement on the grounds that it

would inhibit innovation and efficiency.- in the system

and therefore be detrimental to telephone subscribers

iniparticular, and any potential users in general.
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The Inuit Tapirisat were also represented in the

proceedlngsﬁsargulng that the agreement would be of

no value to northern peoples and ‘would llkely retard
the already s&ow and deficient implementatlon of
services in the north. | | ~

It is important to note that this is the first time that

Ed

- The prior decisions which had effective

the "public", in this sense defined as consumer interests-

and affected users, was represented in the process of

—,dEClSlonsrﬂhlchrconstltutes,satelllte pgijty in the making. .. .
y d

etermined the

course of events to this time offered little, if any, entry
for a "public" voiee. The notion of a oublic interest had
been obscured bj the rhetoric of a natiOnal,interest whichA

-%he systém supposedly represented.-

- ,,,,,,,r,..s,sr, N ; S — —

s
X

N

- A:-_“}

b. The Issue: Debate of the Proposed Agreement
3 A Summary of the Arguments Presented

The arguments presented during the hearings fell into

several major themes for both sides of the issue.

Since the evidence presented and points raised were

~common to many of the participants, the following digest

of material has beepkgramed to represent the case for

and against,rrather<than by individual submissions.132

The thematic framework for the arguments developed

around six main issues. These include: the development
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of satellite technology; financial stability and

viability of Tele étr eponomic considerations;
‘integrated plannii}; éompetitivevimplications; and
regqulatory complications. The appiicants stressed

the benefits of the agreement in accordance with the
first four categoriés, whi%gﬂpenying that thewaéreementv

1 4

“would be detrimental for competitive Of regulatory

aspects. The opposing intervenors arqéid from a

different set of priorities which bégan with questioning

--- the-perilous nature-of Telesat's viability Their - — -

arguments proceeded to remark upon the detrimental
effects of the agreement as they were intefpretéd-tp

affect the particular interests involved.

i. Development of Satelite Technology

1. One. of the _main arguments on behalf of the applica}lts
was the need for thé timely ¢ontinuation of the
dévéiopmeﬁf 6f sétéliitertééhnoiogyiih écéérdéhéé
with felesat's view of its mandate frgj/the_Telesat
Canada Act to optimize development énd maintain

134

Canadian leadership. The expansion of the -

satellite system into the utilizafion of 14/12 GHZ

H

r

t p

its provision of satellite facilities and services

- as becoming cost competitive and therefore more
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. attractive to users.135

——-

The cost benefits of applying the new technologg
and the retention of parking spots was considered -
to be depenfent upon the rate of innovation.l3§

- The continuing development of satellite téchnology

was deemed essential to and consistent with the

policies and objectives of Telesat's view of
their legislated mandate. Therefore, in order

to fulfil these obligations, the timely introduction
of technological innovations was considered an
g ‘ . imperative. Telesat stated that for this to

proceed was directly dependent upon the approval

of the agreemerit.137

2;”7ﬁi£hirés§é5£ to the .introduction of new satellite
technology, for instance the 14/12 GHZ equipment,

;> most intervenors were impressed with its capabilities

and potential for cost benefits and would like

to have seen it proceed with or without the

agreement. There was some concern though, with "

o

how and when té introduce further expansion in the

- w— gystem due to the necessary financial expenditures

138 )

and presently low demand for uéage;
N \P |

The intervenors' fundamental concern with the

™~

agreement and its effects on the development of
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satellite technology was its-implications. for

the rate of innovation if TCTS were to have theu
decision-making power over new téchnologies,

’ | 139

their installation, wusage, and>speed of innovation.

The fact that/this;control would rest with the

o

telephone companies which are the technological-

competitors of satellites, brought about apprehensions

-

over possible conflicts of interest which may arise

in the form of‘higher rates, less flexibility and . -

~ responsiveness to User reguirements and in I imifirfg =

entry to potential new markets. The submission

-

of Parker, Hudson‘and McPhail (for CAC) voiced concern

regarding the agreement's possible effects on

constraining growth of information-based services

and influencing the rate of innovation of Pay-TV,

‘electronic mail, teleconfrencing, etc.

140 5 ofessor

. Irwin's testimony (for DCCA) declared that it would

curtail the incentive to exploit satellite
| 141

- technology. CN/CP stressed that development

would be dependent upon the interests. of TCTS.

'Factors which would inhibitvfull devélopment were: |

-~ that it would be cheaper to expand microwave

terrestrial systems; and

-  that the calculation of capital costs of

terrestrial systems are part of the rate base

and give rise to a share"i,n"‘revenuesettlements;142

4
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Other intervenors affirmed this likelihood that the

£

effectiveness of the new technologies may be

minimized, and that the agréément would restrict

research and development to the desired ends of

®

143

the telecommunications companies.

-

-

It was not accepted by the intervenors thaf possible

+

- traffic market.

jeopardization of orbital slots was a critical issue

in consideration of the agreement.144

Financial Considerations.

Telesat perceived its financial position as one in

- which it had failed to acquire an adequate'flow of

revenue due to lack of growth in the east-west

145 1ack of growth, and presently

‘increasing costs, did not provide in their assessment

-a likelihood of improvement of their financial

' position in the near future. Rather, the opposite -

situation was expected. The negotiations for
c0ntract‘renewals for 1978-1979 were hampered‘by

resistance to proposed rate increases, and would

likely result in further decreases in utilization.14®

~

These factors had contributed to a rate of return
deemed unsatisfactory in comparison*with the

: o # o
industrial average. The inadequate rate of return

had increased the cost of debt and restricted



Telesat s ablllty to ralse the capltal necessary

for the expansion of the System from institutional s

sourcee.l47~ Its 1nterpretatlon of its leglslatlve

‘mandate was that they were to operate on a

commerc1al ba51s w1thout‘sup51dlzat10n from the

federal,governﬁent. ‘Telesat stated that it has never

had goVernﬁeat subsidies, although it did have

access to low-interest government loans. It was

Telesat's position that it did not have access to
| | ’ 148

__government funding of the nature required.”-° =

v

Given these constraints, the agreement entered into ‘

wquldaﬁrovide Telesat with a stable level of revenues

149

and a guaranteed rate of return. The guaranteed

rate of return would permit.Telesat to operate T .

commercially without seeking'governmental financial

as'sistanCe.150 These agsurances, coﬁpled Qith'TCTS's

‘commitment to the expansion of the system, would

provide accessibility to- financing and reduee the

cost of capital. ‘The financialrsettlement:formula

-

, . .
would provide a rate of return on equity increasing

»

from 6% in 1977 to 9% in 1980. After 1980, Telesat

—revenues would be split on a 50/50 basis with

TCTS.lsl ;This‘improvement in'finances-would allow

at 1eass ‘than the antislpated 1ncreases assumlng

Telesat to negotiate rate ad]ustments for servites -

non—membe;:ehlp,152 : '
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for Telesat entering the proposed agreement with

TCTS was to absolve Telesat's financiglldifficultieS‘”j
in order that it may proceed with the development o B

of satellite technology. It was agreed by the ’ . ,’ﬂ

.intervenors that the agreement superseded these

= .

| problems in their immediate form, and that it imposed

alterations which had serious implications for—

the overall structure of the telecommunications

_industry in Canada. | | : ” i

~ which are meant to improve iésxfinancial status.

'mﬁﬂiié;iffﬁég'generaliy agreed that Telesat's revenues

___Firstly, Telesat's assessment of its perilous

However, several intervenors did express concern with
Telesat's interpretation of its financial situation,

and therefore, with the provisionS'of the agreéﬁént

were insufficient to meet its planned requirements,
the controversy,reVOlvéd around why'they'wére‘( SRR T 74—;~
'insufficientﬁ how they could be better obtained, and

what the financial aspects of the proposed membership

implied.

viability as a commercial entity is questiohedl

It is argued by CN/CP representatives that Telesat‘s‘; I

‘have ipdicated. 1In response, they noted that Telesat

s
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'”has“répaid*gts5§ovefnmgntflo§n;”has;no”outstandingtf‘t59fwf~§*Wt
. ] i - e . T . : . ) . v J

;pebtsTfhas¥heen%pa¥§ngraemo

v1rtue of its monopoly on the prov1s1on of sateillte garwi

I
serv1ces in Canada, its prospects fgr the future« P

were encouraglng.\ ThlS optlmlsm was relterated

by other intervenors who con51dered that Telesat

~had provided an 'ultra—conservatlve estimate of . ..

_* future revenues. > 4€A R

«

Z ) .
For example, the Consumer Association of Canada,p

c1t1ng the ev1dence of Parker, Hudson and McPhall,
» regarded the expected growth of new services suited.

_to satellite distribution as reason for optimism
'regarding the potential growth market.154 - ’ : -
. . B ' = N » B . . :

- ) e, v ) g

Seeondiy,fwith—respectetofthe@neéd;forefurther_rrrr
capital financing, particular intervenors rejected
~the notion that,goyernment,finanoing,would be L

unavailable to Telesat.>>

Overall, the intervenors were unsatisfied that

,Télesat_had adequately explored all possible. 7,

alternatives to meet.its financial requirements;

A number of alternatlves were suggested.156

The most emphasized.proposal for*attending to Telesat's
— e - - e e e - - {

flnanc1al constraints was the call for a change
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1n lts market;. j pél/ic1es. - T F@!}ST ia‘sfi’dfeme&*'ﬂrermff

major obstac1e to 1ncreasea ut'l'z tion—and——— S
correspending lack of~revenues.A Telesat?s'policiés B i
" 'J . = K ' ¥ ! . H
- I

e S w1th respect to channel lea51ng and earth statlon

T ',‘,-

\ji"f" N ownershlp wer@“consldered‘to be the prlme factors

ln llmltlng th?'market for satellite serviees.iéz e
;' ’ - ,‘} “»7 . - oo B . B B B ’:9 l ,‘ v ' p'\” R N 'b V 7' T VTV‘T“: ~“::'

>

JIfAChangES“WEIGWtO“bc made-in-the-policyof . o :. o, 0 o
;K‘th : v Neseahily, ' . - ‘ q.r
restrlctlng consumers of satelllte'serv1ces to the ‘ :

~

lea51%g of- whole RF band channels, and in rellnqulshlng ; ' lJ“; {f

- _ - -

o ) B B - o . .

Telesat from 1ts role of a carrler 's carrier, and

- - :
- . - 5 ~ 2=

in. allow1ng for users to own earth statlons, the .

= . -

.results would,an1gorate Telesat's performance as
an‘independent entity. It waS'argued"that-ther 3 L

‘:capltal released frOm earth statlon 1nvestment would

Egn

e ﬁ.signrftcantlyﬁiecreasertheﬁnee& fo%external—flnanc.Lng.QR

! ) A less restrlctlve channel lea51ng pOlle would‘mak

satelllte'serv1ces easier to market with resultant ,,,,, . S
increases in‘utilization and therefore a more adequate .

15 - ' . Av‘t . H
flow of revenues." 8 o %»»%

Thirdly, in the financia11consideration-of the

_intervenors was the effect of the proY%sions of the

agreement'with respect to the guaranteed rate of

_return*and,the revenue settlement formula. It was

argued by the intervenors that a guaranfeed rate of .

C e el R Ce - e . e mmm e

Smy
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1”**vreturﬁ~wou1dfbeja“disincentive*toﬁcompetitiontby”“*~'~'Wc~”~4mm~
-~ not encouraging the needed improvements in '
:utilization.lsg' It was alSO‘contended to be a factor

,that would inhibit the rate of innovation and
'~»there5y}retard operational efficiency.

N

3

-Further, it was argued.that a guaranteed_rate;of
& :

rn;;;returnrwas_merelyranshortrrungsolution_which;greated
greater problems in the long. run in regard to

competition and regulatory control. It was pointed

B out that the expected rate of return in the future,,_“

B ' without membershlp, woufﬁ be "substantlal“ It

‘was also suggested that those respons1ble for ;;rflgi

-

»oo guaranteelng a rate of return are also the prlme :, ,}[»

benef1c1ar1es, the shareholders.160

iii. Economlc Con51deratlonsf e

T

~

1. Improvements 1n profltablllty and stablllty ln S

Telesat's: flnanc1al structure, the appllcants - 5 o =
suggested, would enable the poss1b111ty of publlc " irf{ﬁ‘
part1c1patlon as shareholders 1n the corporatron, 'gab rsiéf
a statutory com@rtment,constralned by Telesat sf_ 7>J ':Tf‘;
performance thus’far.l61'4nl e RS B ~ f; e
The economlc arguments put forth in - support ogethe ?3_
agreement stated that membershlp was the only
alternatlve that would produce the de51red R hA

5
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mevlntegratlonwandfeconomlesrof,scale+_membershlp,was

fal

¢ -
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economles of scale.;'Such*economies;'itmwaS'argued;W~ e e

| dwouﬂ;d—beneﬁﬂ%both—t—he suppHers—and—eensumers of
communlcatlons services in Canada. LMore,partlcularly,
Telestat stated that the major issue fac1ng | B
satelllte operators was that of ensuring high
162

utilization to bring unit costs down. -This

was said to be achieved with the agreement through

flegreaterﬂcost;Sharinngjointwplanningrandutechnical
integration with the‘telephone companies.163 Further,
<
1t was expected that,the marketlng resource and

o

ERE - GTIoi mmeem oo - 164 = ,,,77*7,

. expertlse of TCTS would add further utlllzatlon.

/In,the appl;cants oplnlon,'consrderlng'the need
for a’long term financial commitmeént for the
expansion of the system,ka strong marketing force

to -reach potential users, and the advantages of

the only v1able alternatlve.165 S —Af- 1' B

The appllcants argued that the terms of the agreement

would result in a benef1c1al effect on users of

telecommunlcatlons serv1ces 1n Canada. The

agreement guaranteesLthat-satellite services would

be continued. A COst?effective and technicallye

advanced satelllte system, as env1s10ned via membership,

'was said by Saskatchewan Telephone, to reduce costs
to all carriers in prov1d1ng and extendlng services.
ThlS was of spec1al 1mportance to users in northern

and remote areas.166
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although it does not 1ntend to- 1ntroduce 14/12 GHZ
- ~°©  band services within the time frame under cons1deration
(to 1987), it will continue to provide‘quality
'serviceS'to the North, using the 6/4 GHZ technology.’

It is also noted that the ability of Telesat to provide

Wrth*respect'tofNorthern~Servrce344Teiesat4n6tedrthatrtrrrrrrrrrrrrf

—peeo .. new-services to-thé north would not be-affected by
the Telesat-TCTS agreement, as the decision for new

serv1ces lies with broadcasters and local common
e ' 167 )

‘was that it would enable Bell to provide better"service
to the north at lower cosi.l6&y
=¥ £ )‘

' = S
Expan51on of television dlstrlbutlon would be possible

- ‘ carrlers. Bell stated that an advantage of 1ntegrat10n

o e ~asma~eonsequeneewofed&sténee—~w¢ndependentmeestS—&n~447

-

service extension by satellite. The representation

- . to the Commission by the Atlantic provinces stressed

the 1mportance of satelllte ‘technology in the dlstrlbutlon

to TV 51gnals, cable and Pay TV, throughout the remote

%

regions of Canada. In agreement with this pos1tlon,

B.C. Tel stated the advantages, of the low incremental

cost of egpanding4service to additional communities.l6_9

The applicants stressed that users of telephdne
services provided by TCTS would not experience

increases in telephone toll charges or costs as a

- ¢
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result of theiagreement. It was stated that studies
had indicated,that only a slight risk of any financial
burden on ghéuaverage telecommunications customer -
would occnr as a result of the‘guaranteed rate of
return nndertaken by the TCTS. A negative effect on

@ubscribers of Bell and B.C. Tel was foreseen, only

in the unllkely event that the expected utilization

failed to materialize.170

2. The‘agreement, rather than enabling eventual public

‘participation as arqgued by the applicants, was said
by the intervencrsrto,fbreclose such a possibility.
. Thisxﬁm argued to be directly contrary to government

pollcy which env151oned a tripartite ownershlp. The

agreement, 1t.wm5argued, enhances the tendency of

control by the carriers, and.wm;contrary to

£he5publlc 1nterest.l7l - . ]

The position of the intervenors was that the possibility
exists for cost-averaging to be applied between

satellite and terrestrial facilities which may mask

-~ -~ - ——the expected-benefits, for instance, of distance=

sive costs inherent in the technology. According

to evidence submitted by Professor Irwin and CAC
representation by Parker, Hudson‘and McPhail, there.

is a tendency for carriers to ‘ignore lower cost

A
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-

alternatives which would. threaten thei

existing =
investment in terrestrial systemS.A SuchAQ;;cumstahéesA - Q{f?'ﬁ o
would not provide any assurance that the benefits - -

©

of satellite technology would be fully/exbléred. S

The captive consumers of monopolyvservices may

'require protection from practices of cross-~subsidization-

rof,the“competitiye;sggviggs-17?h Itﬁmsfas§gmedhﬁhatqf‘”

——— A )

it may be difficult to establish that consumers will

recei&e the best possible service at just and

reasonable rates.>’3 o S

The Inuit-Tapirisat were opposed to the agreement
on the grounds that itwould have liftle_or no- influence

on the existing range of communications services

cohstréiningvthe introduction of options that may be

,méderavailable in the south. They see the agreement
as reinforcing the policies and practices of Telesat
whiéh have hindered the‘extension of service to fhe
north. These constraints are considered!to be

the ma;keting practices regarding leasing restrictions

and earth station ownership.

B
e - - -

Their statement explained that tlie structure.oflthe

satellite system determines the service offered and

.
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eeat,what prlce. and that the exlstlng structure has

constralned the fulfllment of the potentlal beneflts
of satelllte serv1ce.l7éf Formlnstance, the north

is presently inadequatelyfserVedvby the<664 technology
.and the 14/12 GHZ technology iopnotfplanned'to be

introduced in the 1mmed1ate future.' Yet, it is the

14712 technology,rw1th its spec1allzed capabllltles

which is best suited to the characterlstlcs of the
north. For exaﬁple, it would allow for less costly
which are particularly valuable characterlstlcs to

provide service to a scattered and’mobile,population.

For the north to have access to new services such

,iﬁas government or educational TV,iPay TV,rtelemed1c1ne,

electronic mail or other video services, would

require the supplier to lease channels on both the

'6/4 GHZ and 14/12 GHZ bands. Thus costs would be doubled,

making their implementation unlikely. The
agreement does not provide for the introduction
of TWX service at Thin Route locations by Bell,

nor will it gffect the availability of direct

dlstance dlallng or WATS. Bell's inflexible circuit

2

procurement program will also remain the same.
. -



:]f5It mmstherefore concluded by the Inuit- Tapirlsat,

E

f:,that for the pos1t1ve potentials 1nherent in

a sate111te system to be. realized by northerners,

1t is more likely to occur under an 1ndependent

‘Telesat.

vThe subm1551on representing Arctlc Gas, sought

’,ﬁassurance that the proposed agreement would not -

:altér'the'1974”Te1esatéArétic'Gas'negotlated

propoSal for the provision of communication services
for the Arctic Gas pipeline. Their final argument
stipulated their concerns that they should be able to'

maintain authority of the system development to

L”ensure 1tsrtechnologlca1 1ntegr1ty and cost

effectiveness. They'"must reta1n,v151b111ty and

'Vcontrol over development of a dedicated pipeline

iv. -

communication system” 173 S

Integrated Netﬁork‘Piannind
Evidence submitted to the Commission by Bell Canada,

B.C. Tel, and Telesat Canada,,in support of the

proposed agreement stressed the importance of itegrated

planningaof future developments of satellite systems

in Canada. The parties to the agreement argued that



' of the satelllte system.

- wThe—advantageseinherentminuthisvnew¥l4/lthechnology
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rntegratron‘of terrestrtal—andtsate*

and services was essentlal for the development of a - rﬂ;;s;f
viable and economlcal telecommunlcatlons network capable
of serv1ng the needs of the Canadlan publlo. A close'

worklng relatlonshlp between members of the Trans Canada

Telephone System and Telesat Canada was regarded as

nqu§sary—to—ensureumaintenancesofehlghAquall_,, vltv,gi,f

dlverslfled serv1ces whlch meet consumer demands at

reasonable costs-lfj6 vTelesat Canada stated that “both S

T St :;; EEEE T [P »,';’; - D

Telesat and TCTS concluded that the 1ntegrat10n of

the satelllte system w1th TCTS telecommunlcatlons network :

‘was feaslble and would lead to a very large expansaon%%

v

ul77 . o ,nu

of Anik C would be maximized in a coordinated terrestrial

~ satellite network.srBack—up capability and,existing

terrestrial routes, and elimination of the need for

capital expendltures in expanding the terrestrlal

fac1llt1es, are foreseen as added beneflts.;78

. ,%,iv' o

Theﬂappliéants argued, further, that joint planning and

system integration would serve as a means to avoid

costly duplication of capital resources and facilities.179
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kTelesat has stated that 1t 1s only through membershlp
1n the TCTS that 1t can share the rlsk of 1mplement1ng

a large satelllte system w1th.members of the TCTS

v-who w1ll utlllze a con51derable portlon of Telesat

. 180

arrangement glves ‘both Telesat and TCTS access to

capac1ty for thelr own requlrements. The membership

ylnformatlonvsuch that poollng of forecasts of future
’u requirements car made. In this way an‘optimum
e ****engirreermq 'so%utior'rﬁirrtegratiﬁg' telecommunrcattons -
'facilitieslucould be achieved.The outcome of this
relatienshff‘was expected to be a more efficient

‘utilization‘of resources such that a better match

between traffic grthh patterns and facilities to serve

them, can be achleved 181

e

2. Those opposed te the agreement argued that the reason

TCTS insists on membership to achieve optimum planning

~is that it wants to manage.and operate the syst.em.l'82

Under ‘the terms of the agreement, Telesat's business
T _

 will be managed by the board of management of TCTS,

. such that "no positive action requiring board of

management approval can be undertaken unless all the

WWWWW
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serVieeS'availeble, as well as the cost of services.183

Increased control over the design of satellite
systems by the earriers would preclude development
of future(technolegy and capability in close

consultation with customers.

5 : o

A further argument presented by the applicentS»

regarding the need for integration for economies

by Mr. Irwin, who stated that economies of scale
are rescinded by economies of innovation, dynamism

and technological change. ‘Thus, integration would

~act to defer and to constrain the exploitation

of satellite techriology.’lg4

It was also arg&ed that if TCTS‘members'breéuirements
for satellite capability are real; ehen Teiesaf, 7
as the only supplier of channels, could handle this
demand through'long term leasihg, and that a fullyA
ceoperetiye arrangement between TCTS and Telesaf

could prevail in attempts to achieve economies

~in service costs and quality of service; regardless

185
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"”yrrrlmplicationsffor;CompetitiQm

It was the appllcants »oplnlon that "the agreement
mmﬂd have the effect ‘of stlmulatlng and facllltatlng‘
competltlon between the satelllte telecommunlcatlons
system and the terrestrial,telecommunicatlons system.;

Telesat denied that membership in the TCTS would

,_greatedmgggpglxdcontrol by TCTS;members'over

' - 4 4 L. '
satellites and stated Telesat would remain independent

. P
under the terms of the agreement. TCTS procedures

before the board of management. Therefore, Telesat

wmﬂd retaln an element of control by virtue of

its veto power.186 It was argued that Telesat

is notlcurrently.COmpetitive with terrestrial

telecommunlcat;ons carriers because of cost and

urbanvaccess limitations, whereas expansion of the
satellite system under the terms of the agreementi
would make technology more competitive with
terrestrial facilities.187 Furthermore, this

was not regarded as detrimehtal to nonFTCTS'members
as applicants stressed that TCTS and non-TCTS

members would be subject to a noh-discriminatory

rate structure and Qouldfbe,able to deal directly

100
LOO

with Telesat. Bell Canada noted that the
continuation of Telesat policy ©0f selling whole

RF channels as a wholesaler or carrier's carrier,
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a‘ffﬁgulgfplace non-TCTS members on an equal

restrictive clauses WiEHih'thé”aéfééméﬁg”Whiéh*Lmﬁ;>

competitive basis with TCTS members.

The anti-competitive aspects of the proposed

agreement were stressed by the intervenors. A
g . , .

concern over the impact of the agreement was voiced

77yigﬁ¢£§spect to both the nature ofltﬁé general

9y
structure of the telecommunications environment

in which the applicants operate, and the specific

would have i negative impact on future competition

between carriers offering telecommunications services.

The intervenors argued that government policy with

~respect to competition in the telecommunications

industry has been clearly stated by the White Paper,

’the proposed tripartite arrangement and generai

government policyf?ég;ecting competition,ng'

The intervenors argued that approval of the agreement
would initiate an irreversable change in the overall

structure of the telecommunications industry in

It was emphasized that a competitive

environment exerts a pressure on the industry to

maintain flexibility and thus better serve the

specific needs of users of communications serVicesl190
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CN/CP ‘also noted the beneficial effects of

_ competition on thezability of the industry to

| . : : 191
excel, innovate and create new markets and services. ~™.

The Government of Ontario stated that thefagréementgl’{<*

1f approved would have a 51gn1f1cant effect on

the industry structure and that thlS effect would
192

S0 A

.~ structure of’Télesat in Wthh users and owners areiihffr

for TCTS members over other carr1ers.

’Conflicting evidence,wasrpresented asfto whether T E

llkely entail a lessenlng of competltlon"

The Consumer Affairs Assoc1atlon noted that the L

‘on the board of directors’ constralned}Telesathfromf

being in a position to respond to natural*market

sigpals and demand to ensure a dynamlc 1ndustry

~structure whlch is fully respons1ve to the needs'

~and rnterests ofrall'Canad;ans. It was concluded

that the TCTS-Telesat agreementiwould result in

- a monopo;y;sftuationrin Which'Telesat*would hecome,

e

a "carrierls carrier™ -and in-a competltlve advantage

193

Y

e,

competltlon exists between,Telesat and TCTS

. Mr. Thompson, represent1ng~TCTS stated that

"Telesat was not a competltlon of TCTS", wh11e

b

Golden, representlng Telesat, stated that "TCTS

194

and’ TeIesat have been competltors" Based on
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3

o the fact that Telesat does compete”w1th the’carrlerS”"riﬁfrrwmf

ee—————e———ﬁer—semeépﬁrpeses—presentiy—and—w&il~beeeme

1ncreas1ngly competltlve in the future as a result

of new technology, it was CN/CP s oplnlon that

&

v“the ellmlnatlon of competltlon between the satelllte

system and the terrestrlal system is at least one . ‘
ofathe purposes of the agreement before the Commlssion."195

4

1(»

CN/CP s p051tlon was that the proposed agreement

" : would.glve TCTS members a competltlve advantage o

oveerN/CP whereby the telephone companies would
control "the local dlstrlbutlon network development
and 1mp1ementatlon of satelllte‘technologyk and

access to the system" such thatfguarantees in the

agreement of equltable treatment for all carrlers

i -~ Were' thergf wore4;llusory1l2§47femslffee

- 2

Furtherant;:competitivepointswereseentoinciude' A
the clauses rn ;ﬁé agreement pertainingffo‘marketrng,' 7
;ehannei ieasing policy and_earth’station ownershio;r
, iocation;andidesign- S ” | |

vi. Regulatory Implications.

The agreement was con51dered by several 1ntervenors o

from the perspectlye of the regulatory‘problems Whlch - v
could arise as a result of its 1mp1ementatlon. The

"nétdiéwéiffﬁé";egulatory problems envisaged are outil ed -
i SRR p »

o -
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by CN/CP as follows. A )'l, .

"Regulatory compllcatlons arising from the
Revenue Settlement Plan only serve to
magnify the problems in regulating a ,
monopolistic system which competes in a
relatively confined area telecommunlcatlon.~
.Effective regulation is essentlal both to the-
maintenance of just and reasonable rates for

- monopoly consumers and to maintain

competition against non-compensatory and
predatory pricing practices.” 197

o

CN/CP noted that "it is much ﬁasier to regulatejWhenf-

there is more than one carrier, as the regulatory'agency

is in a‘better p031t1jn to allow*market'forceS*to

198 .

work". DCCA also,argued agalnst the lossuof:aw

yardstick forﬂcomparison of performance ofﬂregulated )

companies.lg_,9

In opp051t10n to the 1mpllcatlons of the Revenue

Settlement Plan, CN/CP submitted that the Comm1551on

should perform the task of regulatlng Telesat s rate of

return, whlch ‘it would be precluded from doing under the

guarantee olause of the agreement.zoo

Mention was made by several intervenors of the:problemS"

likely to arise with respect to rate regulation.- It

that seven of its members are not under reaeral

\

jugisdictlon, thus there will be no federal‘revlew of

"the rate making policyiof TCTS and no*test7asfto* -
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whether rate averaglng 1s occurrlng. It‘was submitted‘

that 1f the costs of satelllte communlfatlons facilities

‘are amalgamated w}th the costs related'to the terrestrial
telephone commuﬁlcatlons fac111t1es and mlcrowave,l

it would be dlfflcult, 1f not 1mp0551ble, for the
,Comm1551on to determlne.whether the telephone consumers

are sub51dlzlng satelllte users.zol Thus, an approval

NS T
of the'agreement would, in effect, promote cross-

subsidization. The submission by the Director of
Investigation and”Research”nbtea ahbthef“area’in’whieh"
regulatory problems are likely'tokarise, thatlbeing the
difficulty in determining whetheriearriers are making

1nvestment decisions that 1gnore ~lower cost alternatlves.

/202~

/

Torsummaréae,rlt was the ;ntervenors ~contention that /z/
:the function of the Commission in ensuring that Telesat
as a regulated corporation, serves the puh;ic”interest;
':and that that fﬁnetion would be curtailedfif the
proposed agreement was approved. o

c. The Decision : . - S e

i. The Commission's Deliberations. =

- Guidelines

" The only official policy guideline which the regulatery~
Commission was expected to interpretand‘ié%lement was

cohtaiﬁed in the stipulatiqhsjbf”the'White‘Paper,'Which

"
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had, in turn, been constrained by the legislation of -~ -

| the Telesat Camnada Act; and a few paragraphs referring
.to satellites in fhe communications pOllcy‘pfOPOSalS
yéf 1973 and 1975. These were the only formal written
' gpﬁblic declaraﬁiéns of thé government's position
iregérding theirole of satellite communication in the

telecommunications structure. Satellite communication

‘policy as evidenced -from the references in-the freen _

Paper of 1973 and the Gray Paper of 1975 ha been treated

as an adjunct to the malnstream of teleco unications

issues rather than as an 1ntegral part of overall

‘pollcy considerations.

The 1973 Green Paper, Proposals for a’Communicationsv

; , o
Policy for Canada, prepared when Telesat was barely
”operationa17mbares~thelfoiiowing»referencemtofsatellites;;ﬁ_‘hﬁﬁm

"Satellite communications involve a new mode of
transmission which will increasingly have -
profound socio-cultural effects and a marked
impact on the economics of established
telecommunications systems. While Telesat
Canada provides alternative transmission
facilities to both established carriers and
broadcasters, it is also a potential’ ‘
competitor to any customer willing to lease
one or more complete channels..., (satelllte
communications) will, in the relatively near
future, introduce yet another obscurity
into the once relatively clear distinction

~ between broadcasting*and'the‘p01nt-to-potnt
~forms of telecommunlcatlon. ~203

4
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It was wrltten at a time when the DOC maintained an

&

optlmlstlc assessment of the market demands for channels

on the satellite system and the 1mpact 1t would brlng
to bear on thevtelephone companies. - The Gray Paper .
" of 1975 was a revised paper accounting for provincial;f7'

views, but offers no further specific references to

satellite expectatlons of performance. 1In its'conclusion,

perhaps w1th most concern dlrected towards cable systems,
'~ the Gray Paper said:

"The principal conclusion-te be drawn from - R
all the studies of communications in Canada

that have been undertaken in recent years

is that all forms of telecommunications have

both national and local aspects, and that

these cannot be separated on the basis.of

the technological character of the fac111t1es

involved." 204 ,

__There was.also no.specific reference to satellite —
,communicationslincluded in the recent legislation of
the Telecommunlcatlons Act, Blll C-43 (now C-—- 24),

~

follow1ng from the pollcy proposal worklng papers.

: The.faot;that'therDOC seemed reluctant,to;commit specific
,policieS;to paper (if'they had any) may haVe been

advantageous to the Department "but it made it dlfflcult

to verlfy the existence of spec1f1c pOllCleS and to

ascertaln whether and what ranking was given to policy
objectlves. The CRTC was in a position of surmising
the Department's concerns. On the basis of CRTC staff

working papers and DOC actions and public statéments, it
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7seemed logical to assume the follow1ng w1th respect "

e x

~ to the DOC's pOSition-"
1. Safeqguarding the financial poéition of the
regional carriers. It wasvunderetood that the
Department_tried to maintain /the level of'revenues
of regional carriers that were derived from Cross-

traffic usage. It seemed that the Department

felt it necessary to protect these interests from
any edveree effects on their revenues should the
satellite be used on a large scale for Canadian
long distance'traffic. The CBC's use of Telesat
facilities'hed already reduced the terrest;ial
carrier‘e revenues; This could be one explanation
for why tne federal government had not contracted

with Telesat for alirof‘its long\haul traffic

" requirements.
2. Considering provincial interests: The cable issue -

had raised a number of jurisdictional questions

.affecting federal-provincial relations, particularly

where the'carriersbwererprovinciallyvowned. The
DOC, being politically Sensitive, had to take

heed to the implications of their ‘concerns.

Provincial opposition to increased competition,

whether from CN/CP or Telesat, seemed to take
precedence over Ontario's concern for increased

competition.
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Interconnection requirements. - So far the -

terrestrial carriers had cooperated in ensuring
that'the interconnection needs of the satellite
system with the land-based facilities had been
piovided. There was the possibility that if the
satellite corppration entered into a positidn of

direct competition, that this cooperation would

be withdrawn. It was assumed that the Department

would avoid the possibility of-confrontation

that this situation would propose.

Demand~capacity relations. The Department seemed’
"to be concerned with matching capacity with need
as far as possible to minimize any increased

over- 1nves§ment. Though the Department could

Vwaffect the prov1s¥£ps of microwave. fac111t1es L _—

"6

through denying llcen51ng, and therefore Shlft
usage from land to space systems, it does not seem
to have acted in this manner. This objective

‘seemed to have takgn a low priority.

.8
1" -

Telesat as retailer. Telesat has been limited to

L

~ whole channel*ﬁea51ng by the provisions of the :

.
"Participating Carrlers Agreement" between Telesat

and the common carriers valid for the five-year
term of the initial contracts for usage. If

Telesat exercised its right at the end of the
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present contracts to leasing of less than whole

channels, it would effectively become a retailer :
P s

as opposed to a carrier's carrier. This could

place thg Department inra difficu;t position
vis-a-vis thé first thfee points of theiabove?

The Department genérally discoﬁraged possibilities
for increasing competition in thg,telecommunications*

business.

Evaluation ﬁ

CRTC staff had researched the Telesat.casé well beyond - -~
the confines of éddressing the application in a "yes"

""no" manner. A number of possible scenarios had

been considered with their attendant implications.

For instance, they had attempted to consider various

The Commission was aware of certain benefits which
- would result from sanctioning the agreement. These 

being the possibility of: |

1. a better integration of satellite and terrestrial

/networks with mutual plannihg and‘c00rdination/

reéulting in increased utilization of the o
_...satellite system;— —— ————— .
S

2. an assurance for the financial well-being of Telesat;
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3. an assured proceeding with the next generétion

NS
of satellites;

4 % : . :
4. 1limiting Telesat's dependence on the federal

government; and

5. that it would be the well preferred arrangement

6f many of the provincial governments and thus

contribute to improved federal-provincial relations.

The Commission also saw possible grounds for denial
ofrthe ég;eement as resulting from the fq;;owing
effects of the proposed arrangement: .

1. if, iﬁ effect, TCTS would bevsubéidizing_Teleéat‘s

operations (at least initially) “then it would have

“a detrimental effect on telephone subscri
2. thdt there may be potential limitations on the
use of satellites by the broadcasting sector and
others;if the determination qf earth station

locations is influenCEd by»TCTS;

e

3e”,EhéSWQQD:T§E§,CarLiersmcouldgexpérienCe,det;iment314444,4,,4y4,ﬁ

effects from the result of TCTS being in a it
of controlling the use and application of '

satellite technology;

P
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4. that cost-effectiveness of satellite technology'1

‘'will be submerged by the,bfléiﬁg p61£¢ies of

terrestrial services;.

5. that many of the proposed benefits could be
achieved without the agreement, particularly (1)

above, since TCTS is part owner and board member

of Teles;t} anaﬂ o

6. tha£ other more attractive altefnétiVes;j}:g.;
in the public interest) had nét been explored
and that Telesat should remain open to options
until the benefits 6f'satellite technology can

be further explored.

. If the Céﬁmigéiéniééﬁiédwthe,aéféémeﬁij“{Ewﬁaﬁiafbe
faced with certain implications. For instance,’Telesét
wouldrrequire'aﬁditional funding, probably from the
federal government. The carriers would continue to
resist using the sateliite system by not renewing
presentvcontrac£s, or by-resistiné interconnection

if Telesat pursued a more competitive status. To be

- ~——-——competitive, Telesat would have to become a retailer

e foﬁglessgthangwhéle éhanneis, which would further

irritate the carriers, perhaps to the point of
withdrawing capital from Telesat. Should Telesat

become a retailer, it would also likely upset the
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prov1nces, whlch ‘would be pressuring the federal -

government agalnst such a gole._ And, inevitably, the
Comm1551on was faced with the p0551b111ty that a

denial of the agreement may cause the appllcants to
seek a reversal through the Minister of Communicatione{

and Cabinet.

 Jurisdiction and Conclueions
The Commission's basic jurisdiction for adjudicatibnr'
offthe:propose&'agreement arises from seétion'BZO(II7
- of the Railway Act, where anyrcontract, agreement or
~arrangement relating to the interchange of service
or management, working, or operation of tne parties'
systems, requires regulatory approval before it can

be in effect By sectlon 326(II) of the Rallway Act

and sections 57 and 58 of the National Transportation

)

Act, the powers of the Commission to approve, deny,
alter and amend proposed agreements are limited, in

this case to granting or withholding approval. - The:

criteria for reaching a decision in such instances
(

is considered to be the "public interest". The problem

of defining the nature of the public interest as

- regards the Telesat-TCTS agreement was an interpretative

‘act*on‘the*part‘of‘thE‘Commi“qrﬁﬁ"Tﬁ"C6mmi§§ioﬁ“““““““*“*
. ?
chose two categorles for leldlng the appropriate : Jﬁfh
205

public interest considerations.
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‘The firstrcategory pertains to traditional guidelines

for public utility regulatory issues. This,includes
the effeét'of the agreement on the requirement under

section 321(I) that rates be just and reasonable and

on the effective regulation of such rates, and under

section 321(2) that there not be unjust discrimination

or unreasonable preference. In the second category,

therébﬁﬁiééiéhﬂgiéeﬁéa iEéWintefbrétation of the public

interest to include the question of general public

_policy. These include consideration of the effect of

the agreement on:
l. the powers and autonomy of Telesat;
2. the availability and expansion of services; and

o . e ‘ . 2
3. competition in telecommunication services, 06

iéiwééﬁthe ébﬁﬁiééioﬁ'é défermihétionuihatgghe pubiic

interest would not be served in either category.

At the conclusion of the proceedings, Telecom Decision

CRTC 77-10, released on August 24, 1977, stated:

"In view of the consideration and conclusions
# set out in the decision, the Commission has
decided that the proposed agreement under
which Telesat would have become a member of
TCTS, would not be in the public interest.
Accordingly, the Commission does not approve

——__ It concluded that:

"the Agreement, if approved, would prejudice
the process of effective rate regulation,
contrary to the public interest." 208
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And with respect to the latter consideration of

general public policy:

"the- erosion of Telesat's decision-making
capacity, which would be caused by the
Agreement, would not be consistent with
the intent of the statute to create an
independent, autonomous corporation,
providing satellite services on a
commercial basis." 209

With respect to satellite services, the Commission
found that the evidence was not'conélusive to demonstrate
that the agreement was necessary to achieve the proposed -+ - =

system, and that in consideration of competition

policy as an appropriate public interest concern, the
»

Commission concluded: o
"that there were grounds for concern that a #\g\\'/////

potentially competitive situation in the
long haul data and video of other private

service would be restricted by the agreement .
in a manner that does not appear to be
justified." 210

An Assessment
Though: the Commission's formal explanation of the
decision follows very‘closely upon the relevant statutes
for its regulatory decisioh,‘it is the ComﬁisSion's

interpretation of their application which is Significant.-'

For instance, in the issue of rate regulation and the

. criterion of just and reasonable rates. Since the
agreement is not a direct case of the adjudication

of rates and revenue requirements upon which an
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assessment against the above princ1ple is based

the CommiSSion s'concern was directed toward the .

' 1nfluence and effects the proposed agreement may have
on future costs and therefore rate ao;lications for
satellite service. In this manner, the,Comm1551on s

assessment was enabled to encompass a broader scope

than'has traditionally been applied under this criteria.

It was considered that the effect of the agreement

would be to place 51gnificant difficulties _upon the

regulatory process,land thus was contrary to the public

interest. Since Telesat's rates are subject to

regulatory ratification, the anticipatéd difficulties o
"lay in the Commission's’ability to adequately assess - .

rate applications which are based on costing methodologies,

'”if’thé"EﬁohdiffEEéntﬂtechnologies.are‘integrated in

such a manner that comparative differences and benefits,

are further masked. rather than disclosed The results could .

be such that cost separations ‘and therefore an assessment
of rates, would imposeﬁa}greater'burden of complexity
on the regulatory process. Hence, the regulatory mechanism,

already a cumbersome tool for’monitoring industry behaviour,

~and market conditions, would be unduly accentuated #n its

-

expectations of fulfilling'its function and purposé in the

absence of*yet‘another "market yardstick".
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and serv1ces;to all market part1c1pants, including L.
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regulatoryeprlnclpie~re£err%ng—te—preveutruu of unjusts

dlscrlmlnatlon oxr undue preference, the Comm1551on

was concernede1th the nature of‘pos51ble restrictions

.. -

- which may affect Telesat's service and }acilities

under the terms of the Abreement In thls case,

judgment on this pr1nc1p1e was the effects of the

i agreementnl1kel¥nonraccessrtorsateliitewﬁaeilities

potential customers. The Commission also con51dered

what effects the'proposed agreement would have on the
provision of services to the north and CBC broadcastlng,
both of which are very dependent on Telesat at present.

It was fo3nd that the advantages to TCTS members,

as a result of the agreement, raised'the substantial

_likelihood. of undue preference -which, in—-addition to—
spec1f1c marketlng restrlctlons on4Telesat customers,
proposed real advantages for TCTS members, thoughf

in a subtly blased manner. - Under such. condltlons,
the’ Commission con51dered that its ablllty to rule on
‘issues of dlscrlmlnatlon would be handlcapped by thq_
difficulty of dlscernlng,“the facts” pertalnlng to

such a claim.

It was clear that the Comm1s51on dld not con51der that

the appllcatlon had demonstrateX that the publlc
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-

“interest wculd be served by the accrulng beneflts

reSULtlngfrom<prrovanf the proposed~arrangement

within the industry. From-this perspective, it was . "

considered that the proposed_petentials‘of efficieﬂey;é“°"*

of integrated systems and a stabilized financial
prospectus for Telesat, must be‘proven to outweigh -

the implicit possibilities of a less orderly development

”of“sateiiite“serviCES“Eﬁa”fééilities'iﬁ”é“more
competltlve 51tuatlon, whereby an’ 1ndependent, yet

vulnerable, satelllte corporatlon would be forced to

operate for the beneflt of its users on the ba51s of

its technologlcalVadyantageshw1thout masking or °:

2

protection of TCTS and their technology.

Publlc 1nterest con51deratlons were 1nterpreted by

v

P

*“ﬂtﬁthe Comm1331on to go~ beyd‘a”the regulatory pr1nc1ples

prescrlbed 1:6:§khéﬁeve mentioned crlterlon, and the Coe T
5 g “ : "" S S ‘ . o " ’tj'v R
~Commlss1on‘t 6k upon itself tO'COnsiaer its regulatory . .o .

mandate in telecommunlcatlons to be one which would
develop a con51stent pollcy thrust by v1rtue of 1ts7f
dec1slonsi rgther than relying on a tradltlonal c35357“¢

by-case ap?roach.

The CRTC could be considered as heving'used theabceasion

to test.the'limits of its power and its regulatory -
mandate. The CRTC was indeed cogniZant of theyr;Sk~it

wes”taking in choosing to interpret the issue
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underlylng the spec1f1c dec1s1on ‘so broadly But it

I}

would appear that ‘in some senses the agency was test1ng

rrlts 1ndependence and scope 1n the telecom sector with

1ts flrmly entrenched market relatlons.i The agency could
also be seen as testlng 1ts power v1s a- v1s the DOC
for the CRTC had both 1ts legltlmacy as a pollcy—maklng

body and 1ts poWer to make spec1f1c dec1s1ons on the line.

The CRTC assessment was a newrexperlence for the
carrlersdln partlcular. Though 1ts adjudlcatlon was
’cOnstralned_byjprecédentS”ofﬁex;strngjregulatory statutes,—
its‘consideredinterpretationdofvthe public interest
lconsiderably exceeded,the;practices of the CTC. The
substantiaiﬁdifference'was that the.CRTC's concern and
cr1ter1a were based on: the 1mp11cat10ns of 1ts immediate

de0151on on future regulatory proceedlngs and the

fquestlon of "general publlc pOllCY

The CRTC considered its Telesat DeciSion to be the most

-1mportant communlcatlons issue of the decade.211 With

respect to the nature of'regulation in a monopon dominated
‘industry such as communications, the CRTC was aware of

“the need for flexibility in its approach<to'policy

“implementation, whereby the public interest,may be furthered

by means of modification to the industry structure with -

the aim of fostering market competition as an inducement

" to a more desirable industry performance. The CRTC's



7'perspec£ive on regulatory policy in telecommunications

__the same concerns and responses as in the U.S.
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- - e o

)

“has been substantially influenced by the particular thrust

in American regulatory theory, and recent U.S. practices
towards a more competitive structure in the telecom
- industry where the protected status of traditional

natural mOnopolies has been increasingly questioned.

= e

’AlfﬁaughwEﬁé“éﬁaﬁaﬁia’éhéfacfériéiiéé’éf“Eﬁé“industry may

o~

e

suggest the same questio?s/ﬁnpsimilar issues for both

countries, the basis fox an evaluation and recommendations

may inrfact‘be quitéiaifferent. The CRTC,fécognized.

th; similarities:and in evaluaﬁing.American experience,
found that fegulatofy_measurés which altered the
i;stitutionél afrangéﬁents, particularly to the indus£ry'

by limiting,monopoly power, would ﬁromote}a more desirable

- market structure. It is an- assessment based not only

N - -

on the role of regulation in a monopoly structured
industry, but on a basic'aSSessmentybf monopoly versus
T , i o

competition in the market sphere. On-a broader scale,

however, and in view of historicalerecedents in this

country, the question of the role of: regulation and the

-~ "z .guestion of monopoly veréus competition have not merited

The

assumptions inherent in the assessment of these questions

in the Canadian context will be addressed in a subsequent
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eectien. AtkthlS p01nt it can be said that the CRTC

appeared to be acting on what it had deemed to be

: theAapproprlate actlon to be taken in this 1nstance,
regardless of past ‘assumptions ‘of what such guestions

- .may infer in national and historical terms.

ii;" Respongea

'The Centending Parties

i. The response:of the applicants  (Telesat with
supporting appeal from Bell) wae an immediate
appealkto Cabinet. The procedure in this case
(as‘epposed to broadcasting deeisiens)”is made

possfible under Section 64 (1) 6f the National

Transportatlon‘Act, where a Cablnet Qrder can vary

or resc1nd a dec151on of the Cémmission. The.

power was rarely used 1nkthe dec1s1ons of the CTC.

A 51m11ar (but ‘less powerful) rullng 1s also

available to Cab}net for CRTC broadcastlng déeisions,
* and likewiee, has rarely been invoked. The A

regulatory age;%y‘s'rUlings can effectively be

overturned by Cablnet but they cannot be taken to

’\ﬁ'\

T sl

“court for matters other than 1aw or jurlsdlctlon.

- The applicants restated their case in their petition

<j“to Cabinet, arguing that the CRTC had misinterpreted



of the agreement as belng for the good of Canada.

the implications of the agreement_and had failed

to give sufficient weight to the évidenceAOffthe

applicants. Thelr presentatlon related the beneflts ‘
213

Those that had opposed the agreement and were

therefore in favour of the CRTC Decrs1on, were wary
of the appeal process open'to the agplrcants,

given the mood of the government.

The Consumer Association of Canada directed its’

response to the Prime Minister on the "unsatisfadtpry

*”naturewofmappeais*to”chernbr=in:CbunéiI”from a

‘d&cisions of regulatory tribunals".

"To characterize the petition, as has beén

done by the Privy Council Office, as a .
private matter between the petitioner

and the Governor-in-Council, is totally
unacceptable, inconsistent with the notion

of a statutory appeal and a fundamental

violation of the notion of falrness or

"natural justice." 214
7

The CAC argued that'the only reasonable solution




would be for the Gpvern6£4in;g6ﬁﬁcil to deéline
ijﬁrisdiction in the matter aﬁd Telesat,coﬁld seek
appeal through the Federal Céurt. To dé'othe:wise,: 
the CAC felt, would undermine public confidence

_in Cabinet's accbun%ébility and equally undermine

'bdblicwébhfiaéﬁﬁg in the independence of the
.regulatory process.

S 3. CN/CP in lieu of the possibility that Cabinet may
‘reverse the CRTC Décision, began preparing its
case for the courts on the issue of the "illgégiity"

of the proposed agreement between TCTS and Telesat.

(CN/CP's appeal to the courts, after Cabinet's

‘decision, was rejected).’™®
Government
1. An opinion
The Department of Communications and Minister
Sauve had refrained from any public statements

of intervention in the CRTC proéeedings while

o s —————the hearings were underway. But while the Commission

.~ —_may havelacked -any formal position statement or
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-~ -—-——usageand tead to rate reductions for communications
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policy guideline for considering the proposed
agreement, the Minister's opinion on the matter
was certainly less obscure. In an interview with

Jeanne Sauve, as published in Canadian Communications

ngeportsTmJuly~l977f(wh{le~the“€ommi§sion“ﬁas*”w*‘*;’
‘still in deliberation), the Minister, rémarking :
~upon the Telesat-TCTS merger, étated thatVFhe 7
probdsal was the "only way to go; if ;ewwanted to
mMaintain our prgsence;and our use df space
technology. She continued that the priority in
the development of telecommunications was in space

. and the déveloping of industrial capacity. in

"It's very difficult for one country to be

able to do everything and Canada embarked

on a policy several years ago to develop

areas where it felt it could develop a

certain excellence. We have reached that

point and we've got to maintain it. So

it is very important that we see to it , ‘ ;
that satellites are used for communication

and that was the only way it could continue

to be used." 216

She proposed that such an arrangement would encourage
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2. The Cabinet DeéiSiop 7

On November 3}"1977'tBé'Governof-in-Council-issued
an Order that had the effect of overfurhing the
decision 6f the~CRTC./ Subsquently, thé;Télesat—
TCTS agreément became effecti&e retroactive to

January 1,:1977. The governfient rationale

accompanying the announcement was that the proposed-

- azjféérﬁéﬁf"i‘rTVé’Wé“d'*ajb"féadéf mnational ¢oncern than
the regulatory agency QasAexpected to consider.
Minister Sauve had said that though th?,cRiC,had\
no choice but to accept or reject the ggreement,
Cabinet had tb view the matter in bréader national

'terms.217

iii. Attempts to Explain

"Hﬁt?ﬁinSOﬁ}”in theDefinfEi;eStoryontheTeiesaE—TCTS
Affair} suggests that the Minister can place conditions
oﬂ Telesat that the CRTC could not, and the power to do
so should be sufficient to appease those concerned by the -
merger proposal.
"Although it'mighﬁfappear that the govéfnmeht fe
undermined its regulatory body, the Order-in

-Council plaCed conditions on Telesat, a
power not available to the CRTC." 218
\ ,

" The "conditions" were initially put to Telesat when

the corporation first submitted the proposal in the
fall of 1976. Telesa£ assured the Minister that these
conditions had been met in the final draft of the

-agreement. This information was clearly available to
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wissuesﬂintepartmenta}ﬂhandsfw'Themprobiemmwithfthis

_2'33_

CRTC*S'opinioﬁ“Eflii'féiiéd to alter the components of

" the agreement sufficient to justify its approval in the

public interest.

‘Other'explanations have been offered, one of which

centres on the apparent rift between the CRTC and.the
: 19 o .

~Minister:g~w*wThis~expianation~offthéudecision*thenosﬁggests**éood

that the decision reflects the on-going power struggle

between the Minister of Communications (and her Department):
and the Chairman«aod fegulatoiyvagency, over juriSdiotioowmgﬂm%ﬁﬁwv
for policy matters. Evidence to this effect would

point to the events surrounding the issue of Pay—TV,

federal arrangements with Manitoba over: cable issues,

and the legislation which seeks to formally place policy

explanation (and its interpretation in the press) is
that it pe;éonalizes'the issues to a Boyie—Sauve
personality‘rift. Though certainly these events have
-
contributed tora*less than complementary arrangement .
between the Departmeﬁt and the agency, the explanation

is not sufficient. The Minister alone did not have

the power to reverse the Commission's decision. It
p *

was a Cabinet Order and the Minister's persuasion for

a revetgal would have to include justifications to

garner the support of a majority of ministers in the
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more influential posts within Cabinet. It was reported '

o

that a senior Asgiégaﬁtmbééﬁ£§rMinister in DOC had

seﬁt an internal memo Fo Sylvia Oéfry, Deputy Minister .

of Consumer and Cbrpofﬁte Affairs, advisigg thatb

the Departments of Justice, Finance, Externél Affairs, énd )
Indusfry, Trade and Commerce were all in agreement'

that the merger was in the best interests of Canada.

e

' The memo asked whether DCCA-would now be prepared
to drop its opposition.220 DCCA Diréctor‘okanvestigation
and Research, Bertrand, had bgen the only federal
government participator in the CRTC hearinés, and
argued strongly against the merger. :
-

Another opinion seeks to explain the decision as

a result of lobbying efforts.ZZlThis explanation is based on the

L hééédhﬁfibnMEﬁé£”§6WéffﬁIwiﬁEéfégf group pressures
managed to thain beneficial results, those being
the extension of-the mbnopoly pbwers of the telco's
(especially Bell'Canada). It,wduld be naive to refute
the contention that lobbyists were at work and
particularly Bell, which has sufficient stature as

a corporate citizen to sway certain political opinions.
. . ’ 4

,WButﬁclearlyman;explanﬁi@gh;gigthe;eyents cannot
! ‘ :

 be simply deemed an act of political patronage.

However, it does bring Cabinet's accountability into
qdestion and the rationale for political agreement

with the lobbyists.
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It would be useful to examine Cabinet's basis

. 7 ”.7 7 7 V.ﬂ 7 7. ] . . . - t
for deeming its decision as a national advantage.

In examining the specific relationship of the
‘ “national interestf:as it refers to the intended
-advantages of the Agreement, it becomes apparent

that it raises the following points:

1. An integrated satellite and terrestrial-network

will provide substantial advantages to TCTS
members and avoid any confrontation between the

carriers and .the government which may have arisen . . .. ... -

. under a more competitive atmosphere.

2. An assurance for Telesat's financial position
which ensures the proceeding with the next

generation of satellites and is consistent with

government intent to continue apace in the
development of space technology and industrial
‘capacity-to'maintain a dominant Canadian presence

and further penetrate international markets..

3. A means of limitipgvTelesat's outfight financial

dependence on the féderal government, particularly

f”important—atua—time—ef—financiai—stringengy, and
WWmg_ggtogalleviategthegembarassment—9£—$eiesatisf—————f—————f————————*
inability to achieve the intention of a corporation

with built-in profitability.
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4. The arrangement, by appeasinérsoméfbfwfﬁé"7;W

provincial feiééhbﬁéjEYSEéﬁs, would contribute
to improved federal-provincial relations'Wheré
communications had beeﬁ a jurisdictional
controversy between the two levels of govérnment.

[

These points are criteria for asseésing‘the interpretation

of the application of the national interest in this

instance. Recognition of these benefits as being

in the national interest and outweighing the possible .
disadvantages as ascertained by the Commission as

contravgningrtheir interpretation 6fﬁ£heipubliq intefeSt,
deménstrates éhe incongruenconf thevpfiorities upon

which Cabinet, as opposed to the CRTC, operated.

Their priorities have “been conditioned by value

” +

****

~ assumptions prevailing from the historical pattern
of government-industry relations and the regulatory
environment specific to those relationships.

-

o

Although Cabinet and ggé;CRTC'saw themselves as acting ,

in thempublic as well as the national interest, they -

used different yardsticks in judging the relative merits

-and. problems of the application. Priorities and criteria

_are intrinsically linked to the values and assumptions
operating in the decision-making process. Neither the

CRTC nor Cabinet acteg ib,a vacuum. Their interpretation:\%
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';6r what is 1mportant,£§,con51der‘w1llffet;gct tﬁéf;
community of intér?st;;hey see themséiVes?;epréséhtihéi7
The manner in Whicﬁyﬁonsideratiéns ofﬁimportance are
recognized is cbnditionea by value%ﬁéumptibns.’jTo
understand Cabinet's criteria and the;efofe’the’unﬁérlying
Value assumptiggs, it.is neéessary to.uhderstand the

) @"f‘ o . . -
~~—state-corp rel*and reg environment which-have historically-——

conditioned ng;ions of-What-is important in national

decisiongaéf:economic policies. | .
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PART THREE - AN EXPLANATION

‘4éHAPTER SIX - AN HISTORICAL RATlONALE

The examination of the pollcy story surrOundlng ‘fi

Telesat by placing 1t in 1ts 1mmed1ate h1stor1cal

7 Lo
context and traclng'the dec1s1ons;whlch;represent,r;»

policy, has shown how conflicts of interest arose t@:z

initiate policy making, how they were subordinatédf

s

through temporary concessions'and how a resolutidn of

compromise was renegotlated in the form of the Telesat—

”c"*;;’c”’;TCTS“agreement“*ﬂThe substanttve analYSISrofrthrs
negotiation process beglns w1th deflnlng'lts ‘historical
ratlonale w1th1n the broader framework of polltlcal-l
economic relations. The examlnatlon of the general-

theme of the historical relatlonshlp between business

and government begins to flesh out the framework with ov v

respect to patterns of confllct and the assumptlons ’:

and values prevailing in the polltlcal_envlronment

which condition and constrain the immediate policy
process. The regulatory env1ronment then examlnes thesefi

. dynamics w1th1n a specific relatlonshlp.

1. SIGNIFICANT FEATURES OF*GOVERNMENT—INDUSTRY RELATIONS' S
[ Q )
The national economlc structure is the distributive -

————————————ﬁImens1on—resu1tIng"from*economIc‘poIIcIes‘thfough““““‘*“““‘*

history. The dlstrlbutlve effects of natlonal economlc
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“\‘?pOj-iCieng the ecgnomy in particular R
- ] -
i ~ patterns. The principa features of attention here :

are:r
1. that there is a high degree of corporate -
'5”¢oncentration that is controlled by an elite of

the economic power structure; and

R TNV

2." the elite is fractionalized by virtue of the

sectors of the economy, their size, strength

“and nature of control exercised: T

This arrangement of economic power is a consequence
of the role of the state in our economic development, -
and has been established and maintained by the

. __inter-dependence of economic and political structures.

The state's role, whether in nation-building or
managing theféqonémy! 5#% been pervasive, put it has
not significantly altered the power structure qf. e
eéﬁnomic relétionships which domina£e the affairs?’j’

of the nation. R

'The interests and benefactors identified through the

process of. policy ormulation and implementation as

. f:regards_satellites Has shown how a degree of conflict

has been resolved through the Telesat-TCTS agreement on

the justification of being in the national interest: The — -

\

% .



'”i'* - intent HOW'IS‘to’demcnstrate‘hUW‘thatkprUeess*ef*‘*
events can be 11nked to: an hlstorlcal ratlonale to
substantlate the prloritlzatlon of crlterla upon whlch
the Cablnet dec151on was based The hlstorlcal ratlonale

7 attempts to offer a means of understandlng that

prioritization from a broaderéperspectlve. The'features

SRR tw*"WsﬂexamIned*inrthethtstorrcaktratronaiemattempt“tO*describe

?

P a structure of economic power,'1ts’6iv1s1ons and

B confllcts,'and a relatlon to the ro;e of the state in ;‘

pollcy dec151ons whlch demonstrates a eongruency between
dominant’ economic 1nterests and policy dec1s1ons,‘
partlcularly natlonal policies. Satellrte,pollcy h?
developments similarly.demonstrate a cohérﬁency,bet%eeh_"

the dominant economic interests involved and the

T T *pO’llCY’pOSltlﬁlTS*’takeﬁT’

i
i

a. Characteristicsfof~the~Nationa1-Economic'Structureféaé

¢ By identifying characterlstlcs of the natlonal
economlc structure 1n terms of the level of- concentratlon
and the pattern Qf'ownershlp and control,v;t becomes

apparent that:cdmpetitidh is a primary economic

imperative, is lacklng in the actual industrial structuref

and in the ratlonale behind the pollc1e§’%espon51ble




.w.;mportantss1nce~coneentrationrof~economic*power*is*j

for the current corporate arrangement. These points

are essentlal to the dlscusslon»of satelllte pollcy
Hvln that they 1ocate the corporate 1nterests involved
in the overall plcture and substantlate their claims -

»1n the dlscuss10n of how competltlon as an issue is

percelved w1th1n satelllte pollcy negotlatlons.

i. Political Significance of
Economic Characterlstlcs

The level of corporate concentratlon and the nature
.of divisions within the‘ellteﬁare aspects of the
Canadian economy Wthh have 1mportant 1mp11catlons

for understandlng the relatlonshlp between the

economic . and polltlcal systems. " Thesé aspects are

not compatible with traditional economic theory of

n'an eff1c1ent market system. Nor does it s1t comfortably
w1th plurallst conceptlons of soc1ety in liberal |
democrac1es.r It force% recognltron of the commonality

to both; competing interests are not equalieither

in the marketplaCe or politicaL system. As Rosenbluth

has argued the Canadlan corporate structure reflects

the 1nequa11t1es whlchfstem from the present

s . 1
concentration’ of economic power.

Recognition of corporate conc;itration is an important
factor for political analysis because of its
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implications. Economic power, as a condition

" determined by the distribution offresourcesrand

. control over ecohomic'activities, accrues as a résult
of concentrated ownership and produces an economic
elite. Though edonomic wealth, in térms of the

allocation of resources, does not. necessarily

translate into an equivalent degree of power, wealth

‘'in conjunction with reference to its strategic position
in the econdmy will bear a correspondence with a

‘congruent position of power. Therefore, the

delineation of our economic structure represents

a .structure of power relations.

ii. Patterns of Control

Evidence of Corporate Concentration

“That the Canadian ecqnomy does not now, nor did it
in the past, resemble the competitive structure {g\
deemed appropriate to an efficient capitalist market

economy, is:generally granted in the literature. It

is commonly recognized that our current economic

structure bears a high degree of corporate concent;:ation.2

The findingé of the Royal Commission on Price Spreads

:

(1937),.which,followedvthélBerle and Means Report

in the United>States, when first publiShéd "caused

coagiderablé concern because they were sharply at
variance with sﬁgreotypesrof a §ompetitiveMe¢9nomy7

which wére then prevalent in the minds of economists

3
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as well as members of the public at large“.3 But

even with the acknowledgement of the level and
trends of concentration, policies to>implément
structural changes towards a competitive environment

: ) ) -
have not been pursued. '

The Royal Commission on Canadian Economic Prospects

(1956-57) recognized the increasing trend in

corporate concentration but sanctioned the pursuit
- . : , v 7/
of such prospects as necessary for achieving economie

M

of scalé sufficient for developing Specialized
industrial capacities. In 1968, the  Task Fbrcelfn
Ehe'Structure.of Canadian‘Industry (Watkins' Report)

provided an analysis and proposals which ran:counter

to established tenets Qf~he¢¥classical economic

”££éééijwénd parficﬁiariy the influence of Harry
Johnson, stalwart representative‘of‘continentqiist
béliefs. The reépbnse from the (then)’Ministér 6f:
Finanée, Mitchéll Sharpe,ﬁaaé that it representéd
only the personal view ofva few academics énd.héd no
bearing upon gavernmental policy.4' Kierans has

described the'economic structure of the 1970's as one

~— =~ -inwhich "virtually every sector of the economy is

-~ -~ dominated by less than a handful of huge PorporatiQnS"-S

The recent findings of the Royal Commission on Corporate’

Concentration (1978),further,endorsed_the levels of

3
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A - — - . R el

concentrated economlc power as necessary and

q
-~

advantageous to Canadian economic growth.6 _— i - A
Who Holds tne Power? : v =

A critical feature of’corporate concentration and-

the structure of economic power relatlonshlps is the

pattern of ownership and control in terms of who

holds the power. 1In Rosenbluth [ study (1961) of

corporate concentration, he found that on the issue

of ownershipeandmcontrei;eﬁeiarge=corporations;in~— 5f—fw_wnw-iﬁ
‘Canada, those in control gould be classified in two -

groups: "foreign, particularly U.S. business interests;

and a small interlocking Canadian economic elite".

" DR 73 £

Wlth respect to the latter; he remarked:

"It is thus evident that’ Canadlan domestlc
'ﬁ”“*controlled”dominant‘corporatious are—in the
care of a small and homogenous group
representing by class and social background
a very narrow segment of the population." 8

(« Porter's sociological studies of the 1950's~documented
the vertical aspect of Canadian societyvcontradictiné.
the notion of horizontal pluralism and establishing

the base for further study of the nature of."elites“.g- ’ *

T T T Clement's morE“recentrrnvestrgatronS\ofteanadian
S 44444eand—cont1nenta1—cefperatiens——have—heiped‘te—%deﬁt%ﬁ¥r‘r“““r"*

the economic power structure and its relatlonshlp

to the bureaucratic power~structure of the state R r;f;
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10

* apparatUS. What becomes'evident'frqm these studies

is that there is an increasing interpretation_betweenithe

corporate elite and the state and political systems,’ (ﬁ

LY

the importance of which is'paramount to understanding

the role of the state in face of the postulation that-

it performs an unbiased role as manager of soc1ety.

,Presthus examination of Elite Accomodation in Canadian.

" ’ - ) - : .
concepts”. o v . 2

"economic activities andfthe relatiyerstrengthgoF

Politics, caused Rea and McLeod to remark that perhaps

"we have failed to recognize the essence of our

political economy as unrelated to liberal democratic

11

fhe Wielding of Power
Finally, though ownership and control of Canadian

corporations rests with the few, several authors now

" note the elite is itself subject to "divisions".

The notion of intraFelite;conflicts is a key concept
in defining the rolefaﬁdffunction of the state and
the formation of policy.if |

o ) , S

The/structure of/thercanaaian economic‘elite is

segmented by the nature of control over various

, each sector to the 1ocus of power in decision-making

in corporate planning and its effects on the Canadian

'econqmy-lz ,?he,domlnant,fOF?%gn,;ndHStrlal,glants .
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: whose pow rful “influence a affects the direction of

S N

a

economic development in Canada, by their transnational
character- are exerc1s1ng deCiSion—making often from
outs1de Canadian boundaries. The indigenous,
capitalist Strength which has developed internally
must co-exist within the influence of multinationals‘
{primarily U.S.) econOmic domination. It is ev1dent'

13 E e ——

from the studies of Naylor and Levitt that the -

Canadian dominant elite have demonstrated a cooperation

"with foreign penetration, While~subordinateeelitesT\wiﬁaiil;lllil_;;
whose interests may conflict in spec1fic issues,

continue to share a concomitant 1nterest in Canadian

corporate development. The structural relationships

of the economic elite in Canada compose .a’

__.contradictory unity of the Canadian capitalist class.

Our own capitalists are commercial, not industrial;
which is the U.S. preserve, and have actively
cooperated 1n the resulting suppression of an indigenous

industrial force.

Foreign investment in Canada is concentrated in the
N\

manufacturing and resource sectors oxr sphere of

production of the economy, while : finance“transportationtt—t—*——e—s
" utilities and mass media tend to be indigenously —
~controlled. Clement's data on dominant corporations

"defines fractions of the capitalist class in -
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correspondence~w1th dlmen51ons of control size

and sector of the economic act1v1ty with which they

are assoc1ated.14 In Canada, he applies the follow1ng

Pt

distinctions: the dominant indigenous, the middle
range indigenous and dominant comprador, to the
differing industrial and commercial sectors and ‘-

‘their relative position in a hierarchical structure

of power relatlons.~-

- The seat of powerrin”the,Canadianweconomic;structuref

is the dominant indigenous elite controlling finance,
transportation and the utilities. The other powerful -
fraction located in branch plants of foreign controlled

multinationals, is referred to as the‘comprador

PR . L. N
S - - » » 3 :‘d t
Canadian economlc elite, as 1t'functlon§ as the go-

between for the parent companies. The mlddle range
indigenous fraction of the Canadigg?capitalist class
is in arsubordinate‘poeition toibotn;of the dohinant
fraetions. ItS'actiVity_is mafnly centred in

’ small scale'manufacturing.15 -

iii. StructuralempliCatibns : e
o fmf*”ﬂmThe*xndiqenouS“dominant*capItalistS*haverbeen*shownttttfrrrhvrfrrr“*

rr:3444rAmrmrbygeconomrc4h;ster1ans—sueheasfinnisT—Aitkeﬂ—and—————————————ar——————*

Naylor,16 to be hlstorlcally tied: to the imperial -

commercial capitalists.who facilitated the staples
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extraction. This was done through the provision of

capital for transportation links which‘thereby
established an alignment between financial
institutions and the transportation sector which

created the base for Canadian indigenous capitalist

investment,>and,in the process they have been left

' controlling the means of circulation rather than

production. The extraction and production industries,

having developed from entrepreneurial to corporate

"to multinational capitalist endeavours, have remdined

largely in the control of foreign investors and thﬁ) ’
shifted with the locus of power of the economic
metropolitan centre from British Colonial imperialiSm 

to U.S. economic control. Aan indigenous secondary

ihdust;}g}mcapggity has never fullyvdevéloped-in
Canada and indigénoﬁs manufacturing, perhaps the
weakest element in the Canadian capitalist ClaSS!,,;

has had its growth cﬁrtéiled by the presence of

multinationals and the dominant indigenous financial

institutions which have not ventured to risk:capital

while more secure possibilitidly exist. As Levittl’

has demqnstrated’the lack of development of an in-depth

‘indigenous industrial effort is constrained by branch

plant corporations which function to siphon off capital

foé?Zmperial interests rather than reinveSting in
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.Canadian research and development or secondary

capabilities.

The~}esu1£ing dependency hodel of incomplete

» .capitalism or of a hybrid capitalist economy as

Canada has been terméd,18>is‘inconsistent with the

growth model of liberal economic theory. Competition

remains secondary to efficiency, and efficiency is

sought through concentration of corporate ownership

and eontrel7 and'speeia%izatieﬁ¥rather>thaﬁ"iiw
diversification. Satellite policy exemplifies this

aim, both in the justificationskfor the merger of
operating facilities (the Telesat-TCTS agreement) and

in the areé of developing ancillary industrial capacity.

The elite in this strﬁcturiné of economic interests

is éegmenéed or divided fh correspondence with the
sector of the economy with which they are‘associated
‘and its étrafegiérposition within the mainténéﬁce of
the national economy. Telecbmmunications is within
the'indigenous elite and a sector of increasinq \
signifiéance inthenationah\si;nomy.fBell\éanadalis

the dominant firm within the industry and _congruently

T a &OmI narrt"*p’owefowr’f mational scale:
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'b. National POlicy: The;yenueenngxPression

for Economic and Political Interdependence

In the examination of hisﬁoriéal policy instances

‘which have beeh fundamental to the development of

the economic structure as described, the circumsfances

and nature of state interventionism hare particular®

characteristics. By trading how the state has

intervened in the past under conditions of national

polidies and in the national interest, these terms

~interest" essentialein;undersﬁbnding the creation of

'i. A Tool of Nation-Building

Telesat as the embodiment and expression of national
& ‘ . ’
objectives, the relationships it represe%ts,-and -

Cabinet's resolution for its sake.

That the errangementfofmeeonomécypower ag descfibed

has developed, is.lergely dépehdent!en‘the rdlevof

the Cahaaian.state in economic polie¥'and the politieal
and economic interdependence'which permeates our

19

history. The interVentioniSt mode of the Canadian

"state is central to national development. ‘Much of

_government intervention has been classified as national =~

policy essential to nation-buijlding. Seme'examples

bf these Qill be offered in the following.as a means

k]

of suggesting a pattern in the developmental process.
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The term "national policy" has been applied to

various descriptions of the state's role in shaping

~the organization of political'and economic structures

which distinguish this nation. Decisions taken
in the "national interest" have a specific meaning
in each period of national policy objectives but, taken

tOgefher, they provide a legacy which is carried by

the term today.

'Thewterm20£iginateséwithéﬁaedena%dis:Né%iena%;PeIicy

of 1878, but is often used in reference to the .

"strategies of the Macdonald-Laurier governmenté.

. 4 ‘
More generally, it has been used to describe the post

war efforts to establish a national economy and, more

recently (since the 1960's) in reference to policy

measures directed toward developing the industrial
strengtﬁgof the economy. For Macdenald's ConserQatiVes,’
it specifically refefred;to the”protectioniep ﬁeespfee" -
of the commefcial policy taken by the Dominion. The -
efforts of post—Confederation gOvefnments‘(Macdonald- v

Laurier) to create a national economy, encompass

what Macintosh referred to as three national decisiens

e ———ywhich oftenare taken to represent our first national -

Y

20

.
fal =l =Y WY O 8
olicys These were:

1: the settlement and development of newly-acquired

territories offRupert!S—Landrand—the~N6rthwest;q
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e 2g“mthemcdnstructionttﬂ?ﬂjﬁthfanseentine?j‘,fff"

linking eastern and western»Canada;~hand ‘ f’; S

Eel

3. the protectlve tarlffs almed at fostering ’i-_ﬁgé

1ndustr1allzatlon 1n the Canadlan heartland.

1s ‘era on, takes on a more

Usage of the term fromfv;

'broadly defined. 1nterpretat10n of natlonal policy, : C o

and—is apptledftossuecessavesandemultlpletpol1c1es :
undertaken‘by'Canadian goVernmentAto establish a"

natlonal economy. From this perspectlve, thg'

'cdmplex1ty of dec1s10ns whlch have shaned and stlmulated
economic activity denotes respon51b111ty fo:vnatlona;

. policy. 1In this sense the significance of the nsage;;_

. of the term, whether referring to expliciti?ldireetdéer E A\

decisions or the cumulative responsibility of

. decisions, lies in the impact these decisions have

on the economic structure. ' The consistenc§ of effect

defines the useful meaning of the term. Instances . e

of national policy decisions will be examined through

three eras of development.

»
ii. Post-Confederation Efforts

The de?elopmental efforts of the Macdonald-Laurier

national policy_iE&Creating a transcontinental northern - -

J/economy, enhanced thg\interdependence of the regional
/.

economles while- promotlng a mercantlllst relatlonshlp

between the metropolls of central Canada “and the
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western hinterlands. Referred to by R. CraiggBrown

as a poliﬁical nationalism expressed in,tefmsboff
v;fariffs.and railways,2l at the behesﬁ of ‘dominant
;éhsiness,intereetseef central Canada,?z_it reinfo;ced
Afhe disequilibrium-df integration that InnisrA

critieized,.z3 by tinkering rather than'strucﬁqring

the economy.24

Creighton's analysis of the.influence
of the St. Lawrence merchants in setting the policy

agenda implies the imperialistic tendencies of the

& e
metropolis described by Watkins as a policy of "wvulgar

- materialism” which was an early manifestation of the

25

Americanization of Canada; Aitken has termed this

process of nation-building as "defensive expansionism".26

~The manner in which these policies came to be fe;muléted

-

was determined'by the nature of tge politicaliéﬁdlwi'
_economic interdependence established by colonlal, o
imperialism. Fowke has analysed thé design to ,
transform Bfifish North America into a political end?'
eeonemic unit as the policy’oflthe colonialists inr
which "confederatiohﬁ ﬁas its main constitutional : -

instrument;27 In describing the political and

e

economic ‘structures as the manifestations of an impulse

: to establish-a tranecontinental economy, Smiley has *

remarked:
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"The story is well known of how dominant

business interests of British North America
were frustrated from pursuing their obagctlves,'
first within an imperial framework by
dlsmantllng the British protective system

- and“later within the continental one, by _

, actlons of the government of the U.S.A." f28

In collaboratlon w1th the colonlal polltlcal leadershlp -

these 1nterests thus turned to the creatlon of‘a

»
=

transéEH%;nental;northern economy.. T = o

™
v

Bt

‘ Co
[T i a AP e g R Y M“ .

i
{

Innis, in hlS subtle manner , makes 1nferences to the

~nature Gf pO ~ical and economic 1nterdependen¢e andﬁm T

‘national development: S

"It is no accident that -the preséntquminion
coincides with the fur trading areas of :
North America." 29 ' _—

"The relationship which wasvexistinngith
the -opening of Western Canada in which
important officials of the Hudson Bay

-

Company were prominent in the activities
of- thé Bank of Montreal, of the C.P.R.- and
of the Dominion government was not =
atcidental.™ 30 - . '

The,ecbnomic ties established through the creation of
a staples industry in the colony requiréd,the
politi¢al infrastructurevof nationhdod.' Confederation

‘permitted the necessary degree of protection both

for and against each of the imperialist poweré while’

- .4

maintaining the mercantlllst,capitalist economy of -
the’ﬁgveloping nation. The‘:ationalupolicies

~undertaken by the state in Cfééfing'a'ﬁétidﬁﬁl'éﬁdwﬁ
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transcontlnental economy were as much a polltlcal

as an economlc achlevement. As to the manner 1n which-

p011c1es were stated;and 1mplemented an

r;Vat >conomic

the 1n1t1at1ve can be ascrlbed to5;

he nature;«vsb

1s commented upon in the folloW1ngf;'iA;tken concedes

that.

"The assertlon that the state 1ﬂ\the form of
the federal government was merely- acting as_

~the -agent or _instrument of private. economic’

"¢A1nterests ~ the same interests that had
- worked to achleve confederatlon, the sale of
"H.B. C.-lands, and the" charterlng of . a *

. Pacific railroad = could probably be,f-

- ;supported mo31 »

But he stlpulates that the dlstlnctlon between the

state and prxvate enterprlse as applled to Canada

—often seems artif'c1al Ahlsalack_of dlstlnctlonlhas

led to S D Clark s analy31s of Canadlan development

'essentlally bureaucratlc—elltlst, marked by the

creatlon of bu51ness, polltlcal rellglous -and

"cultural 1nterests seeklng the establlshment of a

:monOPOllsth'system of contrél_y3?fff,:> 3

,of a;polltlcal communlty and value system as ',f,wﬁl,,cw,ww-

Thus the national policies of Canada's first fifty

years in its attempts to establish a national economy,
entrenched a particular set of dependency relationships

~~.  in the 'economic structure internal and external to
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the natlon, whlch were malntalned by the polltlcal

-

iii. —Post—War Efforts o N

structure to- Wthh it was 1ntr1n5%cally tied and

1nheren€y fused. -\ )

N

N
N,

~ The natlonal pollcy pProgram of the Macdonald Laurler

\

era was ‘not. ‘seriously modlfled untll the onset of

o

the depre351on. After the F;rst World War, the\

federal government found itself without a coherent\

__set of national economic_objectives. Fowke has . . . _

. , _ , .
_characterized the inter-war years as "a groping

33 The limited

towards;a New National PolicyP
responses of the federal government to dlrec g

econom;crdevelopment durlng this period have been

deemed inadequate by Smiley, who postulates what

N S = i i 4 ; ith

he con51dered to be two alternatives that can be

regarded-as surrogates for a natlonal pollcy.34 One

'is the formulation for .financial arrangements set out

»in the report of the Royal Commission:on Dominion

Prov1nc1al Relations (Rowell Ser01s) publlshed in
N\ -
1940. _(The Rowell-Ser01s Comm1331on had a profound

effect on the evolution of financial arrangements of

the depression and mobilization of resources for

" ¥

World War Two and after, for reconstruction. )&éi\\

) The other was the Whlte Paper on Employment and Incomes

E)
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and the Green Book Proposals of the Dominion

Conference on Reconstruction issued in 1945. 'Keynes'

»

General Théory had influenced the proposal of a full -

‘employment policy.

e

The objectives of national policy at this time were

with respect to public welfareg agricultural

pgiicy and monetary managemenf.36 1t was apparent

from the fecommendations of the Rowell-Serois Commission

for the economic and social conditions of the Dominion-

which_hadvbecome painfully exposed iﬁvthe years of
the depression. Fbwke's_analysis of developméntél
efforts in this era with respect to agricﬁltural
policy concludes that "the major différence of:the

new national objeétives relates to the modification

of the nétional‘view concerning the_price system in
relation to the agricﬁltural economy.37‘ Particularly
sigﬁificént areiﬁhe poliéies éﬁuhéiétedrin #hé éfﬁs
of monetary management and their effects on the
economic structure. Policies to these ends were
strongly ihfluenced by Keynesian economic analysis.

The keynesian influence became manifest in government

-

,Mf4f”;—fm;ﬂmpelieyﬁasmit5~theeretieai—framewcrk readily lent

itself to implementation aided by R. B. Bryce and

Macintosh who were committed to its'practice.

,

[
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Since World War Two, corporate income tax has become

‘a substantial tool of policy, which as Kierans points
) g

out in the introduction to Naylor's exhaustive

- study tracing the shape and structﬁré of the Canadian

JE. U

-as government policy-makers have equated ef??ciency

[} L]

[}

business. economy, does not support the notion that-

Canadian economic policy was committed to encouraging

39

a competitive environment. Rather, the tax system

"has been shown to favour the larger corporations in

a manner which shows that "this has been the bias

- in the Canadian tax structure since World War Two, .. . =

with size and discriminated qgainst the empl ent of

‘labour by favouring capital investment via tax

40

concessions and subsidies."” Or, as Cy Gonick has-

referred to it, as the practice of "blue chip

an "ll’*41*’ T

- socialism”".

The aims of specialization through concentration has
been a policy directive since the Royal Commission
on Canadian Economic Prospects, where the case was
made for encouragingICOrporate concentration on the

rationale of the neceSsity for achieving economies

of scale at the expense of forfeiting application

of the Combines Inveétigation Act. : .

»

o
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"In the c1rcumstances we suggest that the .

443e§trictiyelTradeiPractices—Gommiss1on—~————rt’r/‘rrr*"r""é“*
in judging whether or not any concentration -
of production in fewer hands is in the
public interest, should give considerable
weight to the importance of secondary
industry achieving the maximum possible
economies of scale," 42

i

L

Further study of the tax structure as applied to
corporations, has led Kierans to conclude that
economic power has. been and is federal policy. "Despite

the 1lip serVi%e to laisSez—faire capitalism,

EIERI A

and initiatives, no Canadian government has ever
believed in,to the extent or practising such a doctrine.',"43
- They could not afford to wait'for the slow procession

of natural diversified and bal%?ced growth. "

Comprehensive national economio policies of the order
Qf,theﬂoldrﬁatiQDal_PQliciQs are absent in the post—f

war years. National objectives such/as a full employment
policy and maintaining gbonomic stability supplement
full scale policy proposals for national economic |
”development.' The major role of thelstate;lay in , \

.

managing short term economic stability through the

 instruments of mon;tary’andlgiscal policy, international

trade policy and public debt management. Smiley * ’ .
asserts that "the Keynesian‘prescription”as,it ;as | | |
received in Canada, was agnostic about the structure

of the economy and the interprovincial distribution
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of economic activity". 44 Imputations of agnosticism

| neglect recognltlon of the increasing degree of\\
forelgn penetratlon of the ba51c industrial capacity
‘that was developlng and of ‘the extent of concentration
of ownership anduzzz:rol thrpugh indigenous and'

multinatidnal dl' lies.

iv. Contemporary Directions -
"An Industrial Strategy"

Slnce the 1960's there has been an emerglng natlonal

pollcy formulated by leglslatlve and admlnlstratlve 4

 measures often de51gnated‘by the term "industrial strategy”.

Smiley paraliels this with the older nationaiqggbicy

in that they both are directed towards delfBerate\

action by the federal‘government to structure the_
46 '

S e 4l e ] e e

natldnaljﬂxxumuu4_4mTheuearmark—ofAthe -new-policy-

is the prescription of a Canadlan.economy with a

- pighly developed capacity for indigenous innovation '7 -
and a progréésiVe science polic& tovpromote technological .
progfess.47 But as Watkins has forewarned; there has

been a reluctancé to acknowledgeVthatvnational ecenomic

ut

development requires domestic entrepreneurship to

R 2

. e i
lead the growth process.48 This process in Canada

is highly dependent on the resocurce sector of the

economy as the pace setter for development and that

-

an 1nduﬁtr1a1 policy cannot ignore the problem of

-

fore13§ ownershlp ‘and control in addre551ng pollcy

" directed toward nathnal economic development.
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. . ¥
Central to the issue of industrial “strategy is the

e <

debate on technological progress and poiicies such

as an advocation for reciprocal free trade or the

~escalation of world scale national corporations in

the Canadian market.,‘The technologicéi débate,is

concerned with the advantages and diéadvantages of

promoting increased industrial capacity. through

indigenous technolpgical innovation over importation

of advanced technology. Advocates of“importation

. Usuaiiy*afigh;ﬁifﬁfffée;frédéiﬁﬁifﬁébﬁﬁﬁfgmiéjééfihgW’

components ‘of an industrial strategy as "flag-waving
by select industries at pubiic expense, misguided -

socio-political efforts and nationalism without

n49

economic content. "Industrial strategy" defined

50

by Gordon>' as the establishment of World Scale

National Corporations (WSHC) in theVCanadian markets,
contradicts the aims of the free traders, whigh(Lﬁe
claimed, would be disastroﬁsito Canadian markets;
WSNC policies are considered esséntial and tge only
feasible means of achieving increased industrial
capacity. Government participatiop and cqueration

is a basic element of the strategy.Sl' Government

performance directed to such policies assumes the

required interdependence.

&
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Postulations for a new national policy or industrial

strategj viewed in cénsiderationvwith thefeStablished
arrangement_ofreconomic power,'suggeéts a degree ‘of
iﬁsgitutional consfrainté'which will direét the
paf%ern of economic growth.' Cértain thimistic
objectiVes will‘be affeéted by the direction and

constraints as was demonstrated in the evidence

surrounding satellite policy, the national objectives

of the time and the experience of Telesat Canada. -

-

~Policies have done little to alter the balance of
power in the économic structure and have further
entrenched a dependency or rigidity model of economic

growth. The pattern of national policies has been

“’13 : a function of the'intérdepéndence of the economic

and political spheres. Telesat exemplifiés the
priva&é-publicrcapitaiiét endeavour whiéﬁ is cénsisgent~
with the "industrial stratng"'aimed at the growth

, 6 .
of mu;;inational corporate interests, directly in

-the télecom and manufacturing sectors, and indirectly.

' through anticipated beneficiaries such as resource

»

extraction industrialists in the north.

)

Interpretations as to the role of the state in the

-~ -intervention process provides opinions-as to the -~ — - —
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‘ratlonale for polltlcal tlnkerlng 1n ‘what is assnmed

”*”*f“*m**ff“"tO*be*a,market system economy, that is, how is such
interference'justifiedyanahiegitimated. * The argumentst»
provide the basis for analysing the resuits of policy
against the image of intentions. Theoretical‘

justifications of the state's role need to be assessed

- against realities. 'The creation and regulation of

~Telesat-as an-explicit—form of state-intervention;

~can then be assessed in reference to theoretical

presumptlons of how the state functlons.

Although interpretations of the state's role vary, the
dominant interpretation proceeds from the capitalist
ideolegy and traditions of liberal democracy. An analysis.

of the state's role must deal with the functioning of

 the interdependence of political and ecnomic factors.

i;\ Pluralist and Liberal Democratic Theories

Tﬁi caéitaiist ideology proceeds fromtassﬂmptions
about the individual and individual enterprlse whlch
correspond with the liberal paradlgm.of democratlc f

pOllthS. But Canadian economic hlstory dld—ﬁnt

experience laissez-faire capitalism as a rooting for

ideological liberal democratic traditions of pluralist
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politics. The Canadian state since Confederation,

—- ***manﬁffhé‘impéfiélistrcolonlal powers pre?1ously, piayed
an extensive‘and active ;ole in histdripal development.
Its active presence and the,ektent of ;biiﬁicalv
~and economic interdependencéﬁébntradicts #hélnbtion

of government as a neutral force between COﬁpeting

interests. This relatiQ?ship between the state and

o . J
AAAAAAAAAAAAA ———economic-structures affords-a number of interpretations
as to the nature of power in a liberal democratic

state such as Canada.

Traditional liberal theory as Hutcheson argues,52

had held the view that government was a neutral force
‘'which is the focal poiht for_pressures from all

parts of éociety,'and that though some intef?st

r~mﬂfmw~w~**m~fg:odpsﬂmay—beﬂbetter"drganized‘than*others*in‘fhé=méans )
Vof exerting pressuréffor beneficial results, that in
" the long run, all co&peting_interests must be taken
into accounf. The tradifiohaljpluralist view of
*politics is based on the assumption that soéiety is .
an aggregate of individualsrwﬁo come tdgetherkin many

different kinds'of groupings to pursue-their individual

interests. Milton'Friedman,'writipgron the role of

- V L3

goﬁernmentrin'a free society,ruées the anhlogy of

government as rule-maker and umpire, and states:
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1

,,"The"major,preblemwin,decidingwtheﬁappropriateW~;5MfQ

dctivities of government is how to resolve.

T

confllcts among- the freedoms of dlfferent
1nd1v1duals. :

"The use of political channels, while

inevitable tends to strain the social cohesion
for a stable’'society.™ 53

Politics is useful in issues requiring a consensus

that cannot be reached by other,means.'rldeally it

should infringe upon the market~system<asAlittle as
possible. .But the fundamental point is that since

‘reasonable agreement cannot be reached by individuals,

there is a conflict. The manner in which that conflict
is resolved reguires that certain interests predominate
over others and therefore invokes a need to analyse

the power relations that develop.

B

”*Méﬁyﬁplurallsis,vfaced'withrthe recognition that all -

" interests do not exert equal power, have altered
their”per§péctiVe‘Sbﬁewhaﬁ'to éceduht for
incongruencies. This acknowledgement in the-:arena
of ‘political theorists, coupled with Galbraith's
rejection Sf the notion of consumer sovereignfyrin
the market system, has proposed alternative petSpectives

! . . .
for defining the nature of power in a democratic.

systemrof a capitalist econo£§5;2hinated by multi- -

national corporations, and has provided an impetus

to the resurgence of political economy.

-
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- In the"’Carfa’di'an"’exb’erieﬁ'c‘é’,'"”cjdi’ré?ﬁljieﬁt ‘intervention

:4——thfeﬁgh—naticnai¥poiicies directed at economic

develcpment, have'required’an‘economic and politicai
1nterdependence that cannot be fully understood in -
the separate spheres of economlcs or polltlcal sc1ence.

For 1nstance, the c1a851c reference for the role of o

the state in Canada has been Altkens' term of

: ,rurdefens1vekexpansaonesmusee$hisareferSWtewaweeurse
~of economic development Wthh requlred the polltlcal o ;{gi

apparatus of the state for the expan51on of commerc1al ' _f*

enterprlse in defence of Amerlcan economic and pOIltl%?l
vlnfluence, Government pollcy was con51dered an

- . . - ’ .
essential instrument for economic development and

political independence. Economic historians‘and'

pelltlcal sc1entlsts tend to p01nt to the Tarlff and

—_ fhefNatlonal—Polley—asmsueh—a—teel/—bﬂt~w1thtvar1uus'

conclusions as to their success.

Lo o . e o

Given our precarious position adjacént to our powerful
southerm neighbour, Professor Smiley regards such

measures as a necessary defence mechanism for
54

:

Canadian development. Brady's analysis of the

" state in the econpmic ]Iife of Canada ' also refers

to the protectionist niture of intervention as an

essential and logical component of a developing nation.55



Economists, Dales and . Johnson refute this pQSitionsfmﬁveﬁ_tQiguiitm

-

arguing that economic growth affords political

,development 5?; They contend that the achievement of’
political independence is segarate froT’the cultivationré“A
of economic 1nterdependence through continentalist
 ‘;9011cies betweenlthe United States and Canada. -Thisﬁs
opinion'forces the\questioning ofrhowfmeeningrul'is, R

political independence if primary economic decisions

fare beyond‘thatipolitical jurisdiction.

- &

Canadieneconomicandpoiiticaiexperiencenas §ropo§éu
an alternetive agenda for addressing>the'ro1e'ofl
the'state; 'Lacking e laissez—fairetdoctrine and

the philosophical 1mperat1ves of posse551ve 1ndiv1duallsm,

the active presence,of the state has. . been 1nterpreted as

vmore in keeping Wlth the conceptual notion oﬁ

collect1v1sm. Collectiv1sm has been”defined as

"a vague term,generally used .in contrast to the

-

extreme ind1v1duallsmtof nineteenth century laissez- fiare

doctrines and'more broadly, as.arterm for'economic reform
to suﬁpiement or offset the;shortcomings of the harket .

system.“577;Thisfnotion which rejectSfthe‘extremes:Of?,

liberal éemocratic assuﬁptions, referred to by

. MacPherson as possessive individualiSm,;u is employed

7

to deScribe'state intervention as a corrective measure'’



~for the failings of the market economy, without

c0ntradict}ng the'rightsfof private property or

- >

- 1 -

;o It has been argued that in the context of a staples Lase@ economy

r.that is tled to worlo markets where- productlon leve]s are -

 destroying the market mechanism. - B o y o

unstable, state .interventionism is necessary. Otherwise

economic stability would fluctuate with variance in

of‘government manipuiation and regulation this
requires_demands an:interdependence of the’political
and economic structures.

V"Political machinery was closely adapted toAi

-meet the severe economic demands of
dependence en. staples with their sharp:

;supp}yﬁandmdemand,to,an,excessive”degree.mehe;extentirt,Qrﬁﬂ;”;;arw;ﬂ,

__changes in prices and income." 59 .

-
h A

Macintosh's work on staples'theory and econ ic
,development'in;Canada},has"developed_this,concept,
:from Innis. ‘Mackintosh, aware of the limitations of
the market system in the. Canadlan economy, assumed
polltlcal policies would fac111tate economic growth

. 1n the collect.lv:Lstmann'er.60 ¢

L

jii. Rise of Corporatism

With the policy measures adopted in and after the
,Seé;nd World War, there is an‘increasing acknowledgement
‘of the "mixed economy" and acceptance of the.notion

. :




#
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of a "managed économy".. Although "plannihg" is not

‘explicitly referred to until the eérly 1960's,
government influence in directing economic development

is at -the mainstream of Canadian history.
"Moreover many Canadians accept and at times
, encourage various important elements of
government planning through government
policies which inevitably have a major.
influence on the structure of the Canadian -
economy.,the .conditions -of competition
and the course of economic growth." . 61

The notion of the mixed economy of public and private oy

f e e S entelplmhdlmmd—b%muena@ebwyaaﬂdﬂanagedf e e e
,by the joint consultation of business and government v
SR And tb some extent, organized labour, is not éh ‘ |
unaccéptabie intefprefétion to the'buSineés community.

One of our major financial institutions' representatives

system in which "private’enterprise-and government

. = . . . ) S . N .
share the initiative in making important economic

decisions."62 ' The President of Stelco has also remarkéd
in‘reference to joint ventures, that -it was "in the

3

national interest that government and business get
63 . .
"

iy

closer together.

- ~%Thé8e~preeepts—give~rise—to4é—corpdratistfinterprétation
——  of the role of i i i =

© ' the economy. Rea and McLeod refer to corporatism : i

'WW,U,,as,ah interpretative,concéptﬁof,Canadianfpolitiqalrw~f~~



1

economy which goes beyond the Galbraithian anaiysié'
of paftngrship between the state and large corporations
to’'encompass a Tory tradition of the organic,

64 Red

commﬁnityias corporate and hierarchical.
Toryism, as Horowitz has developed‘it from the

, : L8
Polanyi-RotStein,formulatio%{/ﬁnterprets the role of ' Q\.

the‘state as the conservator of social, cultural and

. ., . ’ _ : . . 65
institutional values in a communitarian manner. -

The virtual fusion of economic structures with -
'political forms lends itself Fo the corporatist
approach. In Presthus' study on elite accommodatiqp,»
which describes. a more elite-éystem of power than

Porter's, his notion of corporatism rejects a : , .
= ] J

libéral approach to Canadian political economy and

sees: the modern state as requiring e confﬁhctive
involvement of groups to meet the aspirations of the -

collectivercOmmunity.§6 . . 0

The "corporatist" interpretatién suggests the strategy
of-corporatism is the avoidarice of confrontation. Bar%yay'su

interpretation of this tendency of_increasing.consultation

and negotiation, rather than confrontation, between

business and government, is more consistent with
" _

67

corporatism than market capitalism. Mackenzie King

" embraced a notion of corporatism-as

¢
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a new form of industrial democracy; an equality of o

)
labour, capital, management, and the community.

Government would fulfill the gaps of the market

economy by promoting a full use of resources and the

dharing of the weaith;68

A

‘As Panitch has criticized, alth0ughbthe'corporatist

Y ‘ . _
and among business, government,,and organized labour--

does not functlon effectlvely in 1nfluenc1ng pollcy.

4 Rather, it sepms that medlatlon-remalns a state

,function. This critical point in the policy process,

' as Panitch describes, reveals incongruencies between

‘the application of corporatism as an ideology and as

a means of describing political forms necessary to

its functioning;70
Neither the corporatist nor collectivist concepts

takes into account the complex:nature of conflicting

elites in a hybrid capitalist structure, bearing a

hlgh degree of Amerlcan domlnatlon. Ana1y51s based

on afc6i1ectIVIst‘ccncept“aékﬁUW1eages state

interventionism as a corrective measure for the

>
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féilings of the’mérketrsvstem, such that the roie‘A
and'function'df.the state is to maintain economic
sfability. In so doing, it aété as a protectidnary
measure'of politicalkéovéreignty, with therlocus |

of,decision—makiqg and respquibility for policy

- initiative resting with the political apparatus of

‘government. ﬂg;\corpdfatist interpretation accepts
) ~ . . ”

the concept of a jointly managed economy in which

the locus of power is shéred'by the collaboration

some extent by organized labour) for the cdmmoh good.
Fundamentally, natipnal,policiesaérevjustified as

being in the national interest.

of government and business (and sometimes, ‘and to

'iii;fﬁgg;;gg;ship or Collébgratiqpist Approach

The collectivist«and corporatist interpretations fail

to deal with theramiiisézfonsof the ésSential

element; that is, thdt the national interest remains

in the maintenance of the capitalist system.

Hutchesson's critique of liberal assumptions contends

that the government in Canada has always been

essential to the deVelopmental.sﬁrategy of capitalism

~and it continues to act in the interest of the

Ry B | _ . -
capitalist class.'~ As Innis has remarked:
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&lﬂﬁg, "The stoutest defenders of Canadian tarlff o o

against the U.S. were representatives of
'Amerlcan capital investors. Canadian
nationalism was systematically encouraged -
and exploited by American capitalists."” 72

Following from this perspective, in effect the actions

of the state have performed the function of enhancingff

—-r

the accumulation and legitimation of capitalfcontrbl by‘

a partlcular segment of society: through pollc1es whlch

prombted economic growth by private 1nvestment. Panitch

__characterises the function of the state as a legitimizer . ... . .

-of the accumulation of capital ‘and as a facilitator

of that process: ) ' , o ,(/)

"State ownership of railroad and public
utilities and state construction .and
operation of airports were never undertaken
‘as ends in themselves with the aim of
managing or controlling the economy but

~ always with the view to facilitating
further accumulatlon in the private sphere." 73

Lloyd has remarked in agreement with this interpretation
’that the state effectively ihtervehes in the market,
not to foster equality, but to assist private

ownership.74 , ’

In this way, the state produced.a stable and

attractive environment for foreige/iﬂvestment,
, , g :

particularly extraction industries, while maintaining
the transportation and utility sectors as the necessary

means to economic growth. With respect to -the
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- ' interdependence of political apd/economicrstructures

in a private enterprise system, political interference

in the econﬁmic sectg reqdires coopératiOn, That
such intérventiom can be successful in a profit
- motivated economy, demands a coﬁpatibility of interests
which 'fine a healthy economy on a particular

prioritization of criteria. The manner is such

/fhat the validity of free enterprise is unquestioned

r‘/

and the interventionist role is to ensure its stability.

/ /7

- 7~ The compatibility of the activities undertaken by
the’political sector with the concerns of the dominant

!
economic powers are such that"they see the economic

L

‘rationality of the capitalist system as synonymous

75

with rationality itself," and therefore as being

in the national interest. Thus, the policies
enunciated by the state bear»thefprice'qf being the

product of collaboration with the éapitalistfciaés;”

.

in that the national interest is that which is non—:

detrimental to the maintenance of the power relations

of the capitalist class. As Hutchinson puts it,

.the hegemony of the dominant class is its ideolggiéél

= 76

predominance over subordinate classes. It is a .

{ ~
self-legitimizing systex% of power. P

)

One of the difficulties of a cpitical analysis of

this process is that it tends to become an



instrumentalist approach where the state is

characterized as thekcaptive agents of“the dominant
elite. To reduce the complex1t1es of the structure
of econom/c and soc1al forces in Canada to thlS/
interpretation, renders it cumbersome for deallng

with variance in policies and the hierarchical

arrangement of power within the fractionalized elite

which is characteristic of Canada.

”*Tﬁé”ﬁEV@TCpméht’df”tﬁé*thééry'Cf*thé”"ﬁﬁéﬁﬁéfégﬁfﬁéfﬁfém71Wﬁwww""”

of representation" within the state, demonstrated

in Mahon's article,77 is an important tool of analysis

-

for meeting the limitations of the captive agents
approach, and is based on Poulantza's theoretical concept
| 78

of the state acting in "relative autonomy". The

state, then, is not the tool or instrument of specific

interesfs, nut the mediated expression of interests,'

According to Mahon: 7 |

1. the state is the institutional representation of
socio—economic'relationships. It is a resultant
the structural expression of contradictory socio-

economic forces. It is the mediated expression of

" inequalities as they are politically manifested, and

as an expression of these relationships necessarily

forms a "contradictory unity". Its activities

therefore can be seen as relatively autonomous to
Ll (

specific interests or forces.



"”“M”*ﬁ”ﬁ‘“‘?"‘The‘apparatus‘Uf‘the*state‘has*a*partieﬁlér
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‘institutional structure. ® Its organsland branchesv
represent various interests and are hierarchically ° -
‘organized as the political‘structurihg of power
relations. The internal hierarchy is significant

since the dominant_state'drgans appear to correspond

ee*toktheérepresent&tiOﬂmof~theedominanteeiiteéfactions.‘
Hence, the institutional structure of the state,

as an expres51on of relatlonshlps, represents w1th1n

1tse1f an unequal structure of 1nterests.

Given these characteristies, the activities of and within
the state are organizational. The state's activities

reflect inter and'intra-u%ass conflicts and perform an

—internal-mediation function.—The hierarchical organization——

of its structure is such that the dodinant interests

. represented are in an -authoritative position to grant

concessions within this internal negotiation process.
The institutional structure is such that decisions
organized on the basis of the national interest are likely

to reflect this internalrstructure-in that such decisions

‘are unllkely to be detrlmental to the dominant 1nterests.

.This approach prov1des an alternatlve model for understandlng

- the state in relation to the structure,of society and the

~political system. The state cannot be néurral, if
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understoodeas.angexpre551eﬂ‘ef—reiations—‘tﬁor‘dc‘extefﬁaI"‘*"‘”A*
influences or pressures acting upon the state structure’
carry the same significanee. The significance shifts
to the analysis of how such influences and interests

get represented within the state.

)

can be studied by tracing the relation of the interests

1nvolved 1dent1f1ed within the soc1o economic framework,

ﬁ S U = [, )’;;7,7,—7)/)47

and thelr conjunctlve p051t10n w1th1n the institutional

matrix of the state, such that the process of negotlatlons

~

rwithin~the state will illuminate the dynamies of the

_conflicts, thereforeathe/"comprgmis ' required canbe—

power relation as they are played out in specific decision-

making activity. Dec131on-mak1ng processes involve —

interpreted in reference to the power relations amdng

the participants. The essential difference in this

_interpretation of the role of the state in policy activity

is that the analytic emphasisvis placed upon the

interpretation of the negotiations as they occur within

the State structure, not betﬁeen the state and outeide

1nfluences, hence the 1mportance of identifying and
7/,4,)r#’A’

"readlng“ the internal hierarchy. Further, policy-as-process

in this context is the set of relationships between
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industry and -government sectors which is onfgoing,

continuous and dialectical. An issue for policy decision-
makingfarises from this process and the decision~making
is examined through the internal negotiations and

the compromise is the "outcome".

This general approach attempts to demonstrate- how the

general polltical interest of certain groups is maintalned
in a manner which answers some’of the'limitations of )
: ”!"other‘poiiticai*theoriesa’4?héhﬁatureaefzrepresentatieﬂeeze
determines pollcy decisions in a consistent systemlc —
matter. The complex system of representation w1thin
-the state apparatus structures interests and therefore

priorities in a pattern which defines the effective

1nterpretat10n of the national interest. Outcomes of

-
i

policy dec151ons are the result of negotiatlon within
and betweeh representative factions contstrained by »
the hierarchy of prioritizatiohs; rThe dominahce‘
of particular interests can be shown to be the

determinants of the process of agthorizing concessidhs,
and in doing so, demonstrate how the general political

interest of certain groups is maintained.79

If state intervention has had certain broad
characteristics, itgégsorhas'its specificity in the_

S
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'brocess of regulation. Regulation in the modern
capitalist econoﬁy, is commoniy accepted as a
legitimate function of the state. ;Tne role of
regulation,'its function and uti%t;y; have a variety o : .
of interpretations, each rooted in the.ideological “i N '

S iiiiuperceptign§49£ how‘tneMsystem of economic, political

and social forces work. By examining the regulatory

environment, signifiCant"aspects of the relationship

£y p‘v ;77i between goGernﬁent\g‘d‘t he dominar ~ofthe -~ - ...

o industry identify SpeCific features pertinent to

- understanding policy'deoisions in the national’interest

»

as explicit intervention in this sector.

N al\ Assumptlons Regardlng t}?? ROle Of Regulatlon \} ‘ N V

The issue of regulation, its. purpose, function and

utility has not,'as Penny phrased it,?o excited the

~

paSSions of Canadians to the extent it has in ' - .
American political and academic c1rcles. Resultingly, |
;Canadian literature on regulation has neglectfully

:suffered in guantity and content. Where it has
'1been‘dealt with, it has been considered more as an o e

administrative problem than a- substantigegissﬁe S

kThe difference'inVCanadian and American politica ' : '
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>757> and economic heritages are 1ikéiy,to:pelie this

* fact. - But the Canadian tendency has been to I \
LA T S - : o ) .

increasingly dddress regulatory issues from a
t R ‘ + -

F

perépgcti?e of theory and practice baged‘oﬁ U.S. .

literature and experience. . o S E fy '

i. In the Market System _ o o

It is generally-acéeptéd that the rationale ﬁor'adopting -

- ?wiatapymstmemﬁemﬁ%gevement/ s '* s
. ‘intervention in a market economy isbprimarily defined \
bybthe différggce between social'and market values
arising when "no foreseeableror prqcticablé i _

—,
i%structuring of the relevant markets will establish

compatibility of interests between society and the

market outcomes without imposing unacceptable burdens -

on the former".81 Regulation is seen to act as a L

‘surrogate for the competitive forces of the maiketplace
where competition is considered not feasible or
impractical. The underlying assgmption or premise -

being that the  competition ideally produces desirable

outcomes for both socfety and the producing enterprise.

——————Phillips states that regulation as a substitute for

competition is desi

consumer interest.8 _ _ -
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In a market economy,,regulation is an.imposition,or‘
l - N

v1olatlon of rlghts tradltlonally reserved for
t.

prlvate dec151on—mak1ng. Regulatlon is- the method
as Bernsteln descrlbes 1t, whlch modlfles economlc ;ﬁi3: 
relatlons in cap1tallst soc1ety w1thout destroying

capltallsm 1tself83 Ideallv, the ad1ustment of"y

,the regulatory agency ‘to the demands and pressures of

Qorganlzed groups reflects the ba?ance of forces which 1

'affectﬁthe polltlcal env1ronment‘

The assumptlon belng ‘that regulatlon in a plurallstlc

il;beral democracy maintains a balance of 1nterests.

It involves, as Trebinq describes, an attempt to 1mnose

soc1al judgments and goals upon existing market‘

R

- Judgme,gts and goals insofar as the act,lons,;,of,,,,pe,rSQn,s,, :

firms and industries are concerned",84.or, as_Schultz SN

> ’ - . - - » - g
states, a means of imposing social objectives to

. £ .. ’ B
supplement economic objectives of private decision-..

makers;85 This difference ‘in terms between surrogate

~and supplement suggest a non-intentional significance.

That is, that if perceived as a supplement, it is'

consistent with‘the-interpretation that competition'g'
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‘bhég hever»béen.£he primécy of natiénal goals 6r

pdlicy actibn’in‘Canada, as'it'has,inithe ﬂ.s;;'énd

on that basis, the issue of regu%atorY'applicatiOn_ o .
»'has not incited Synonomous,respbhsesbin both )
couhfries. for, as a sﬁpplément,it:mayrwéll Bé thatv.

stimulating'an equivalent market pressure i$ not even

: implicitly a éoél ofrregaiation.
’ASBoék.aﬁAmericaheconomist,Bassugggstedk_thg:eih'
is a significantAcontfast‘b§tweenathe place of ‘H:

competition ingégrrrespectivé national;goals.86 ’
; 7 1£5wouldrseem that our economic history'and evolving

economic structure and,the.political system and

‘ actions bY‘which it operates,.is strong evidence to

tﬁsupport such a pfgbosition. In the intefim Report on

Compétition Policy it was stated that "some form of

social control over commercial activity is highly

87

desired,” as a means to the end gdals which proffers

- efficiency cdnsiderationé ahead of competitive

‘considerations. The intent is to provide a climate

in which efficiency is nurtured through competition

&>

4~whereﬁpossible_andfthréughhagencies%where—neeessafyT————————4%—————
—-—tuheim, V ‘ - ’ : uhmmmmmwd_he_hetter—i V' 1 i o V . ‘ - V V i
able to obtain goods and services at the lowest |

. P
.. _possible costs.

. - l/'
_Bock implies an admiration for such '
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intentions but doubts the fea

~* ‘ : 1 '. . . o
such notions.88 ‘Noting the difficulty of measuring

Ui e R v -

efficiency considerations ahead of competitive

considerations, Bock offers the American experience 2

‘as a guide, stating that the U.S. has rejected the

efficiency concept as a touchstone for competitive .

~Further, she notes that legally th

_economic development in Canada. A prime example

policy (cites Alcoa) (1945) anthroéter ‘ d;; - L

‘and Gamble (1967), preferring éompetition as the

primary incentive to innovation and thereby(efficiency.89
» , , .

he efficiency defence
90

has heen explicitly rejected for merger conéiderations.

But as cited earligr,'oné can argue that the competitive -

philosophy has never been the fuqdaméntal force to

which further iliustrates the point is the fespective
role Qfdaptiftrusf or anti-combines policy in the
étructure of the legislative and executivéﬁfunctibnary
bodies of government. In terms of the analyéis of
the hierarchical structﬁral relaﬁiOns among goﬁernment
deéartments and agenéies, its locus in the CEnadian

structure corresponds to its subordinate position of

perceived importance in society's affairs. Its

administration, as analyéed by Rosenbluth and Thorburn,

is summed up by. the folloWing remarks:



=297 -

... "combines Investigation Act is an example

of comprpmise where the policy decision
~which erges are resolutions of conflict
> between polltlcal self-interests of
government vis-a-vis voters and business
influence of the economic environment."

"Anti-Combines policy attempts to appease
both by dealing with monopolistic practices
as constituting a police problem and legal
problem not an economic problem." 91

2

There is significant contrast to the U.S. situation

where, as Phillipsvhas remarked, "competition is ” : - =

 our fundamental national economic pollcy, - antltrust

exemptions should not be granted lightly,"92 : , . nxw

Another essential feature of difference is that when f" ;ﬁf

the issue of regulation is addressed by Canadian

_studies, the focus is not on whether or not to regulate,

E

but who is responsible for the regulation. The

,American-literatufe abounds in discussing the issue

of the approprlate application by regulatory 1nstruments.
A recent focus has been the effects of regulation on
innovation and an increasing tendency for advocation

of competition policies'where possible, rather

5 . . : .
than. regulatory surveillance. With the prominence

of innovation as a strategem for the emerging national

policy of 1ndustr1allzatlon, the trend to adoptlng

‘U.S. arguments and models is flndlng 1ncrea51ng

eminence in the d;SCuss1on of regulétogy appllcation

¢
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in Canada. -But in the limited extent of traditional

assessments of regulation in the Canadian context,
the issue has'been responsibility and_accountability.
Regulation has, therefore,'been assessed more ‘as

«

a political phenomenon than as a market function.

ii. In the Political System"

- Concern for its application reflects its politicization,

as regulation is frequently addressed in terms of its -

U

“impact -and role-in-the political system rather than

~its function in the marketplace. Hodgett's terms

;egulatory bodies "structural heretics"uwhich do.

violence to the parliamentary system of ministerial

93

responsibility. The contentious issue is

accéhntability, and the quasi-separation of functions

EetQéen regulatory and policy actions. Policy is
’tpaditionally reserved to the poiiticéllyrresponsible
sector of gd&erhmént, whichiis accountable to.
Parliament and the electorate. Regulation is:peant
to be the iﬁplementation of policy,gdidelines %nd
directives. The practical separation is not that

clear since regulatory decisions involve an interpretation

*cf‘pciicy‘and*SEt precedents which, in retrospect,

appear to represent the policy. Vaguehess in policy
. , . 70
statements leaves a wide range of interpretative

action; strict directions can also be detrimental if
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- they do not allow for adequate flexibility and

innovation.

The regulatory agency, because it is a primary
instrument of social, economic and political control,

constitutes a major institutional innovation in

7M;he‘Canadian parliamentary system.94 The délegation

of authority to independent regulatory agencies,

T

in effect transfers the power from elected

representatives to appointed officials in a manner

which transfdrms the traditional lines of
responsibility governing relations between politically
accountable authoriéies and the bureaucracy. This

is often criticized as contradicting the basis of the

of miﬁisterial responsibility, individual and

collective to Parliament. The pafliamentary proceés

is seen as the counter-balanée to specific interests,
such that when miqisteriai rgé onsibility is eliminated,

-

the check is non4existént.'

In Doern's analysis of regulation and regulatory

reform, he rejects the rationalization for creation

of "independent" commissions as an avoidance of
. &

partisan political behaviour. Adopting Lowi's ' N

typology in viewing the political process and within
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'yéfif?firT“ fhéfédﬂféktﬁofwfhéjCabinet-Parliamentary System of

responsible government, he criticizes the "independent"

notion calling for a repoliticization of. the agencyAv*'")‘

to increase its exposure to the influence of elected = -

responsible politicians and the public interestéj».95

iii. An Approach to Regulatory Assessment

@

~—o o Therefore, in order to focus on a means of reguldtory
analysis, it is necessary that it encompass the

process as both economic and political.

Measuring Effecti;eness
. Traditional theory of regulatory analygis is much
influenced by the perspective of an input-output

model and the effects of pressure group interests on

‘“**4*””*"””f6btqiniﬁg desirable results. BefﬁEEéiHﬁhaé levelled
criticism at the functioning of regulator§ agencies
in light of recognition*of the unéquallpneSSures
whidh are broﬁght to bear on it.' "The aﬁtempt to
convert government regulatory power into private
advanfages has been a critical feature of national
>regulation4, andrthat tbe "independence" of éommissions

is merely a device to protect&and promote the interests

96

of the regulatory groups. Trebing's approach

to aSséssing the ufility of regqulation, rests on the

. traditional liberal assumption that governments
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function in response to expressed desires and pressures

of society, and that if set forth exﬁ?icitly, as valid
social guidelines for the regulatory process, wiiii"
test the effectiveness of regulation.97 In this- -

vein, the regulation prOcess,requires political

objeCtives which guide the resolution of_specific “

- issues. Depending on the;vaqpegesswqﬁmpgli;iggl

directives or 1eck_of’s§ecific objectives, the
tendency is thet'regulatién heéOﬁee an ad hoc

procéaure’wﬁfaﬁfﬁzé”iéeh“ééié”Ea”cﬁafaéééfiéé much
of U;S.,regﬁlatqry decisions. 1In part, this procedure
is a function of the regulatory process itself, in -
that it has been, as decisions are, reactive as

oppesed to initiating. Regulatory decisions are

__responses to an application.

If the decision-making process is examined on tﬁe
effectiveness of ad hoc regulation, there is a
critical aspect which may be negiected; the context
in which it takes place. Analysisabecomes-
fragmented to the examinatieh'of’isolated decisions

and the effectiveness of interest group pressures,

ahd precludes assessment of the long term effects of

the nature of the process. To do so relegates the

analysis to an interpretation of regulatory agencies
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- as instruments of particular interest groups where
results are obtained in their favour without offering
éé%ladequatg explangtibﬁﬂbf,thé,eXceétiéns, except

that different;inﬁeréS£s wereimdfe'péwérfulwateﬂ'P

different times. Nor has the captive ageﬁfs"approachﬁ,;ff

been entirely successful as a satisfactory mode of

* analytic interpretation.

Lo : : . . ) el

‘Examining the Development of a Relationship

A more useful approach is to.place the regulatory

b

pgoéess in its historical context to allow-fbr analysiét;°

of the issue which sparkgd the need for the agency,

and how the issue was initially resolved and

98

subsequent patterns of decisions made. The reasons

qualified along the following rationale:

l. The areqrand issues>involved require expertise;

2. The trqditional government structure cannot
provide flexibility or continuity of policy
necessary for chang}ng needs of regulation; and

3. There isra need to insulate the decisioh—makiﬂé

from political pressures.

Since the issue which created the need for regulatory
intervention is likely to stem from a conflict

involving private capital interests, the process of
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Vel

'rresolution; How that resolution is determined and
its effects on the industry structure, exemplifies
certain power’relatldhships. ,Thefinit%al decisions
' and ensulhglgudgments'defines}the marketfcharacteristiCS"
and henée the eéonomic ower 6fvthe particular -

affected flrms. For is reason, the regulatory

- h

env1ronment can b\bt/he examined through the hlstorlcal

n

example of regulatory appllcatlons in thj;gase of

Bell Canada, the domlnant,flrm in the Canadian-- .- . - = .. ..

,telecommunlcations induStry. "The history of the
telephone industryrin Canada particularly in the

earlier years hashbeen closely related to the development

) of this companya"gg.

L

b. | Ba51s for Regulatlng Telecommunlcatlons

Firms offering telecommunication services such as
public message telephone or publie record telegraph,
are considered public utilities whose activities are
regulated by federal or provineial\agencies: The
role of public intervention in the utlllty 1ndustry

is said to be concerned. w1th the structural and

oo behavioural characteristics of the industry on the

assumption that the industry's fundamental role is

to provide éfficiently a growing supply of service

without‘reaping,exceSS'profita;as a consequence of
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monopolistic market conditions.loo’ In

"télecommunféations,WSpecifically the telephone .

industry{ginterQeﬁtion by public COntrol'mQChanisms
has been based on the assumption that it is an
aﬁter—theffacf application; justifiable on thé
rationale that "natural" monopolies prevail in

technologically—detérmihed circumstances. Therefore,

it was necessary for public policy and regulations

to intervene in the absence of market forces to ensure

efficiency in the practices of the firm in the name .

of the public interest.

Public utility status encompasses both a legal and
economic concept. Within the economic rationaie,

the basic criteria for imposing regulation are:

” >

" 1. the necessity of the good or service and the

extent of demand inelastic}b& tQ‘price; and

2. technological characteristic¢s that”tend for the

service to be supplied under monopolistic

conditions.101

The legal basis for the public utility concept stems

~_from the notion that the firm is in a special

" category of “"business effected with a public interest".

" This is based on an English common law principie‘
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stemming from the statemént of Lord Hale in his

. g 41 ' .I.UZ

Treétlée de Partlbus Marls. _This doctrlne hasv

.

been-further dellmlted in the case of Allnut et al

v_Inglis and adopted in U.S. jurisprudence in the
103

N
-

~From the -case of Munn v Illinois, as it was later

or to legitimize rulings limiting restrictive

applied to public utility contestahts, it ‘was found

that:
"When therefore one devotes his property

to a use in which the public has an interest -
he in effect grants to the public an interest

in that use, and must submit to be controlled
by the public for the common good, to the
extent of the interest he has thus created." 104

The legal concept of a public utility has been

subjécted to more careful scrutiny in the U.S. than

_in Canada. In the United States, it has been a

constitutional problem concerning "what regulation
can be upheld in the courts". Canadian courts have
not relied upon the common law principle, either

to justify the extension of government regulation

)

business practices.105 ‘Rather, they have operated’

within the specific Acts of Parliament which have

7de11neated the prec1se nature of regulation to be

1mposed on businesses affected with a public interest.

The Canadian constitutional problem has not been
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"what regulatlon" but what leglslatlve body has Lv«»?%.

the power to regulate

e

In the provisions'of sections 91 and 92‘of,theffs~
: e
British North America Act, the federal govePnment

-

is given power over items of national importance,

and the provincial governments poWer over items,of

P

’Llocal or prlvate nature w1th1n the prov1nce. An

overriding clause of section 92(10(c) in the Act

7allows the Parliament of Canada to declare any work

"to be for the general advantage of Canada" and thus‘

subject to its jurisdiction. It was under this

provision that the federal government declared the

telephone to be "to the general advantage of Canada",

but limited the exercise of’its power “to federally

incorporated companies. ' ' ~

such as the

" Prior to the creation of an agenc;éﬂ}th regulatory

railwa?sfand telephdne companies, Parliament“had
been respons1ble for certain aspects of the flrms
behaviour through amendments to the 1ncorporated

106 It was

firms' charters or leqlslatlve Acts.

primarlly»on the basis of these statutes that the

agency exercised its mandate. Statutes remain

parliamentary jurisdiction, whileﬂtheragencyrhas
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limited powers of a spec1f1c nature, respon31ble

forrprof1t<reQﬁiatlon. But before and after the

w;i . .; 4+ creation of the regulatory‘agency, the parliamentary
‘ staﬁutés under which the firms operated, forméd
“the hrededent for the applicétion'of regulatory

control,

Though the hlstorlcal rationale and appllcatlon of

regulation has developed differently in the Unlted

S ~° . .states and in Canada, Canada continues to look to
the U.S.’experienbé when considering policy and

regulatory issues. Regulation of the telephone

»

companies, specifically Bell €anada, preceded the
- 107

establishment pftelephone reBulation in the U.S.

The regulatory wrocess, because of~the difference in-

constltutlonal a thorlty ahd separatlon of powers,
has developed dlfferently. A. W. Currie has remarked

that: - o
L
ileglslatlon bringing bu51ness under -
‘gowernment control and the. decisions of
the- comm1551ons regarding rates-are;, - - -
within bro its, accepted by the
courts as valid. Thus the virtually
continuous litigatiofn over public ut111ty
rates in the United States has beenr,f
absent in Canada."” 08 =

~J

canadian business subjected towregulatidn'did,not—”

have to meet the same criteria as in thé United States,



- 308 -

R where publiorutility status was more carefully

- the relatio :

scrutinized‘until the U.S. Supreme Court adopted
more,liberal'interpretations_and legislative
amendments to public utility qualificati_ons.109

Given these premises for the imposition of gou?rnment

intervention in the telécommunications industrxiq"

now‘the,historical’practices of regulation in the)

.case of Bell Canada can be traced, as a,means‘of examining

rin—the regulatory environment.

c. Regulatory Applications in the
Case of Bell Canada °

' Bell Canada can be described as the dominantf

1nst1tutlonal force in’ Canadlan telecommunlcatlons, and

W*"W*Wﬂ*”‘by“61ement4s*defInltlons, a dominant corporatlon of

the indigenous capitalist elite in Canada. The~
fdevelopment of the relatlonshlp between “the company R
and its regulators can be 1llum1nated through the
iexamlnatlon of the hlstory precedlng and respons1ble
for its domlnance. The regulatory history of Bell
*Canada will prov1de the bas1s for an assessment

of the 1nterpretatlon of the relatlonshlp, and 1ts

1mpllcatlons for analysis of the role of regulatory

[P

control.r
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i. 'Rise to Dominance

In the period.1880 e~1?20, Bell's moﬁcpoly was
attained ana maincainedrin the face'of eariy combeﬁitive
effofts. The regulatcry proceediﬁgs concurrent y}fﬁ
aﬁdrsubsequent’tc this period, illustrate.how Bell's

1 monopoly waslmeintained and'reinforced.r S . -

v

According to Babe's study of interconnection

practices, Bell engaged in various tactics and

market. By 1882; Bell had a clear field with resbect

to telephony in that: |

1. itlhad.a'federal charter entitling it to extend
its.Works throughoﬁt Canada;

2. its charter permitted it to lay wires. and cables

,,;estrategiesjin.acqniring;ccntroleoiethe;telephene:;;e;;;;:;;;;;;;4ﬂ

aicng pﬁbiic.thoroughfares wigﬁcut permission

from the mﬁnicipalities; '

3. the works of the company wete declafed to be
for the "general adcantage of Canada";

4. Bell had‘acquired all telephoneeplantvin Canada;
and | |

S. it ‘possessed exclusive rightsito all major

w~mWﬂ—meﬁfﬂ~Wﬂ—-f£e1ephene~pateﬂtsfll0, —

N : : \

\

A revision of Bell's Act of Incofporation in 1882 had

 _contributed to this monopolistic position. The
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amendment stated: , .

"The said Company shall have power subject
to existing rights to extend telephone
lines from any one to any other of the
several Provinces in the Dominion of
Canada and from any point in Canada to
any point in the U.$.A. The said Act of
Incorporation is hereby amended, the
works thereunder authorized are hereby
declared to be for the general advantage
of Canada." 111 :

Babe suggests that the reason the Cdmpany petitioned

Parliament to be declared a work for "the general

"accepted,theApossxb;lityﬁeﬁuthe limitatxens of

advantage of Canada whlch 1n effect makes it subject

to federal jurisdictional control, was to reaffirm

its power to enter public streets without permission
112

from the affected municipalities. The apparent

ftrade—off“ was an advantageous compromise. Bell

"federal scrutiny in return for the extens1on of 1ts

immediate. powers. ,Although some constitutional

authorities have argued that Bell would have been

automatically subject to regulatory control (other"

than by Parliamentary statute) by the nature of the

o

descriptibn of its undertakings in its Act of

Incorporation Charter of 1880,113 then Bell's

willingness to be regulated was, at best, an

insurance policy for the government.

o0
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But by 1884, Bell's patents had expired, and to

‘meet the impending threat, Bell (on advice from

Theodore Vail) undertobkbrapid construction of
long distance lines. Meapwhile, Bell's neglect of
pubiicvservice satisfaction haa fostered the fise |
in a number of independents. Bell'svperformance

was criticized for high rates, for its lack of

rural service, for its lack of response to a desire
for locél control and for generally’podr‘sefvice.
The in&épendent~teiephone*cpmpaﬁies‘sprangznp*in*aﬁ'”“W?””
attempt to offer an alternétive service, often with
technically superior equipment.114

s
"

\,\

In order to combat this encroachment, Bell developed

"new policies to ensure its monopoly for the provision

of telephone service (excépt ih B.C:). Babe'skstudy

reviews the details of these methods and their

- impact. Bell engaged in restrictiVe contracts with

the railways, which tied Bell's service to the
railways' monopoly. Its long distance inter-
connection practices and the rulings of the Board of

Railway Commissioners, was one of their more successful

policies to these ends. Independents were required

to Bell,jWhile the Board refused to rule on

discriminatory treatment by Bell on the basis that
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1t was. not w1th1n 1ts jurisdiction. - Other pollcies

included its undertaklng of exclusive franchlses B
with municipalities, propoganda and polltlcal

- 115
patronage.

I will suggest below that it is'particularly ‘

: s1gn1f1cant that aspects of Bell s operatlons ‘came

under increasing control of the Board of Rallway

Comm1551oners while the competitive threat of the

amalgamation of the;independent:teiephonefeempanieSeﬂ~f*:

was strengthening.

Growing dissatisfaction with Bell's service -and with
its extending monopoly, prompted public action.

- In 1901, 102 municipalities petitioned Parliament

to prohibit Bell from increasing the rates to its
subscribers.116 Earlleg attempts by leglslators to
~subject Bell tortoll regulatlon had been 1neffect1ve,
but in 1902 when Bell sought to increase its capltal
stock by statutoritamendment, Parliament used'the-' |

117

opportunity to make two other amendments. The

first put certain responsibilities on Bell to meet

ST demands for service and, second, Stlpulatlons that

f~fWhmwﬂ—u—u——*rate—changes—must—be—approved—by—ani5&der-1n-€ouncri———*————————*

G
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The rise of independenté gained momentum in 1903,

nd by 1906 independent telephones had grown to

number over 12,000 (Bell had rights to 78,000) . 18

By 1905, there was considerable pressure on the
Prime Minjster, Laurier (aApersonal friend of Bell

Presidént, Sise) to rectify the telephorne situation.

118

E%éhtually he authorized a Select éoﬁﬁiEEée to

7',‘"‘ . . . / . : .
inveﬁthate and make recommendations. The Chairman

~ was to be Postmaster General, Mulock. Mulock stated =

his position as:

"If I must confess to a bias as regards
telephones, that bias would be that I cannot
see why it is not as much a duty of the
state to take charge of telephones as it,
is to conduct the postal service.”" 119

- Mulock never had the opportunity to officially
c :
recommend nationglization as an election was called.

.‘z‘é.,;:
7O

After the election, Laurier shuffled the appointments.

- The new Postmaster General was Aylesworth, who had
been Bell's counsel during the committee proceedings.

The informétion gathered as evidence in the hearings-

b

R - .
was ne@sympollated,nOr acted upon. Francis Dagger,

oo __the Committee's telephone expert, commented:

"It is difficult to understand why so

important an inquiry, lasting five months
-and covering over two thousand pages of
testimony, should have been allowed to
close without a report and recommendations
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b

beiné made. The answer probably is that

,theutestimeny~reeeréed—3ﬁsti£1eé4+u=
adoption of a policy which does not meet
with the approval of Parliament." 120

Finally, in l908 the pr1nc1ples of the rev151ons to
the Railways Act of 1906 were afflxmed giving the

Board of Railway Commissioners jurisdiction over

BglltwithJLegardtto;,mﬂ,ﬁ;;”AWAH;' e
l. all teléphone tolls}

2. terms of'connectiqn;

5. 'cdﬂSéﬁtﬁgf mﬁhicipalitiééf ana

4. reviSioﬁtof railroad contracts.l2l

~Thus, it appears that at the point of where the

: uthxgétengdlwthatwgoyernmentalﬂregulatorywcommitteew

traditional rights of capital a%e most seriously
. N x )

is granted certain powers which involve the limitation

to the dominant corporation's powers as a means of

facilitating the compromise with subordinate interests.

The consequence of such a compromise, thoégh placing

limitations, simultaneously legitimizes the monopoly

structure and creates the determinants for its

protection.

ii. Board Decisions
Formation of Regulatory Authority

The Railway Act of 1903 established a regulatéry

s
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authority, the Board of Railway Commissioners, after

antéariiéf”attéﬁpfméf regulatory supervision of the
railways by thé'Railway Commitﬁee of the Privy
Council had proved unsatisfacﬁory. The establishment
of the Board in- 1903 "did not create the same for

and agaihst factions which the creation of the

Interstate Commerce Commission in the U.S. had

6¢é§§i6ﬁéa”iﬁ‘1886”éﬁd”IB87“]”Whéfé’théﬂidea*of“an

‘independent commission was opposed as a denial of
the American doctrine of "separation of powers.".,lz-2

In Janisch's assessment, our commitment to parliamentary

responsibility and the need for a regulatory tribunal

»

outside immediate political control, has resulted .

in Canada never completely'édopting the American

model of the independent regulatory agency.123

" Regulatory agencies have historically in Canada had
the ultimate accountability of decisions reserved

to Cabinet. The courts have had a very limited role.

- The Board was to combine legislative, judicial angd
executive functions under one authority.124 It was’
given broad regulatory authority over railways and

‘amended in 1908 to include telephone and telegraph

tolls. ‘The Board set its own rules of procedure,
was a court of record, and its rulings were judicial

determinations. Appeal to court action was only
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‘alldwable on questions of'legal jurisdiction. The

of the\ Railway Act and later the National Transportation

Act (1938).

n of Monopoly Status

Bell Telephone Company of Canada was incorporated under

federal charter in 1880 with the following powers:

"to manufacture telephones and other apparatus
~connected therewith... used in connection :
with the business of a telegraph or telephone

company, and to purchase, sell, or lease the
same, and rights relating thereto, and to
build, establish, construct, purchase,
acquire or lease, maintain and operate, or
sell or let any line or lines for
transmission of. messages by telephone in

.~ Canada or elsewhere". 125

These rights included that construction and acquisition

Qfmtflephone plant along public thoroughfares,
without permission of 1ocal governments, and were
‘challenged in 1881, whereby Bell successfully managed
to be declared to be for "the general.advantage of
Canada", and circumvented the confrontation with

local authorities.

One of the most important decisions of the Board in

the period Qf 1910-1920 was that it did not have

the power to make compensation a term of the order

empowering Bell to construct and operate lines
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within the jurisdiction of municipal governments.

e LW

N

The Bdafd's interpfetation of Bell's Act, empoWered
Bell to qonstruct wiﬁhoutvcompensaﬁingrthe municipality,
thus granting Bell a substantial advantage over
'potential competitors. vIt hélpedrto create the

"natural monopoly“ which justified further‘regulation.

In McManus' assessment:

"Bell's power to make free use of the public
right of way was probably of crucial
importance to the present structure of the
inddstry in Canada, at least in Ontario and

Quebec." 126 - - e e S - —

Exlusive Contracts
Bell had entered exclusive contracts with the :
railways, restricting the installation of telephones

in railway stations, in effect giving Bell a commercial

e e

'monopoly on communities.’?’ An amendment to the

Railway Act to eﬁpower the Board of Railway Commissioners
pto accept independenﬁ telephone cémpaniés in tﬁe

station, faced considerable opposiﬁion when raised

in Parliament in 1903. Certain members were particularly

adamant in their fight to oppose the Bill, hailing

the amendment as communistic’and radical.128 When
’””thEWRaiiway*Actwofﬁi9ﬁ3ffin'~iyﬂpasse67—it—gave—the
to order a railway

company to permit access to other telephone companies.

But because of the exclusively restrictive contracts
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Bell held with the CPR, the Board, whén petitioned

- for access, concluded the contracts were valid. -

Bell managed to maintain its monopoly with the

railroad until 1909.1%°

Interconnection
The first major issue (1911)‘to be tested under the

' Board's authority was that of connecting independent

systems to Bell's long distance iines'and facilities.
The resolution of interconnection cases involved
Bell's right to designate coméeting and non—competing
companieé and,kthereforé, to set compensatofy -
conditioys by which independenté may be granted

connection privileges. The Board ruled that

discriminatory treatment by Bell of independent 0

Wﬁféiéphonéﬂgaﬁﬁénies was not a subject within its .
jurisdiction. This continued to be the centre of
controversy until a revision of the Railway Act in

130 With respect to interconnection and

1914.
compensation, the Board has "Consistently followed
the principle that thé revenues of Bell are to be -
reasonably maintained within such agreements in the

,W,”mfWmﬂuinterestsuof?itsfsubscribersiLEEEW44_f4;ﬁ44*4444m44;44f4f;;f;4f




R
 ha ™R

~ " o ™
| - 319 - -

Since 1920,.there were few alterations to

"interconnecting agreements, with little relief to
independeﬁt companies. Throughdut this process,
the Board reiterated the principle that it was .not
.responsible‘fdrhfhe Welfare of connecﬁing companies,
apparently without'cb§sidering,that such companies

were usually acquired by Bell when.they were in

financial’difficulties.152
Rates

& 1n 1875, attempts to include regulation of telephone
tolls under the 1875 Telegraph Act, were unable’to‘
pass ascension in Parliament. In 1892, there was

an attempt to establish a Government-in-Council

requirement for consent of rate increases, but the

'provision‘proved ineffectuél until 1902 and the amendment

“to Bell's charter.133

Most of the principles by which the judgmehts of the
Board were determined with respect to the structure
"of rates, were established and subsequently adhered

to by the conclusion of the 1927 rate case. The

P

—two main principles adopted were:

-—-—1.—that in general; exchange rates must not be

. unfairly discriminatory. .This refers to prices
. % .
for services to individuals in similar
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on the return on asset valuations as in the U.S.)
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ciroumstanoéS»andvis the basis for establishing

“"value of service" pricing and negates explicit
- consideration of the:oosts of service; and
2. that éate structures charged are reasohableﬂ
Reasonableneés is‘evaluated in terms of the
overall revenue requiremenfs needed for the

operations of the com.pany.l34

e — _ B e

Since the decision of 1927, there‘wepe four other
rate opplications.to 1969, but since 1969, almost

annually. In 1969 the,regulatory authority, tbé9*

CTC, began a full-scale ihvestigation of the

appropriate costing methodologies for calculatiqéit_

the necessary revenue requirements (now a task in the = -

hands of the CRTC). Also in 1969, Bell's private.

‘wire sérvices were brought under regulatory jurisdiction.

The rate cases typically take the form of determining =

the coppany's revenue requirements (based on returns

to shareholders and the appropriate debt ratio, not
135

]

and allocating the awarded increases between local

exchange and long distance toll business:

"The respondents have: as the Board has,

accepted most aspects of the existing rate
structure, the structure of control in the
industry and the established regulatory
environment." 136 ’
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The brief descriptiqn of Bell's early regulatory T
history is.only an éiaﬁple of regulatory applications
in %he case of a dominant firm among Canadian

regulated monopolistsl—‘Its significance'lies in

the interpretétion of the relationship that-has

‘developed'between Ehe*agencyAahd_ﬁhefCompany, and

its implications for determining an'aSsessment of

. hd S el
the regulatory environment. It is important, then,

to ‘examine how the role of the state fﬁhc'ﬁ’i’glfs‘ffﬁ’";' Tt

the formation and maintenance of a -monopoly market
structure. The regulatory égency provides the
venue for the exploratton of the role of the state

as interventionist in an explicit form through the

workings of the agency in policy and. regulation of the

sector of the economy with which it is entrusted.

This will also demonstrate howjthé public ikterest

is represented or interpreted in the regqulatory pfocess;
and how it comes-to‘be defined by the nature of the

decisions made for its sake. .

Monopoly Status

- Bell had achieved the dominant position in Canadian

telecom structure by the 1920's and has since managed

-

to maintain and reinforce its monopolistic power

Y



with ;gspéct to telephones, while extending its

“

: monopoly into new. technological areas. Bell's early

efforts against potential*competitors and continued

employment of "basically the same tactics" intor

v

- 137
. new areas,

"The monopoly Bell enjoys tbday is not .the

has led Babe to conclude that:

-

consequence of natural monopoly or superior
. efficiency; it was attained in an

- ' questionable manner." 138

——————aggressive;—predatory-and-morally

¥

But Bell's historical practices are not unique. Their

~;mw::;~;:;;:w~4;iﬂ}tfﬁﬂgrfﬁﬁatéxﬁ}—QﬂEndﬁk—itEkEkf—ix};eéHH?a3ﬁ}ti%HE:Sé#Hﬁ&t&fHTS%;AZ;;;;;%:;;;;;’

‘Wi*G;ﬂShephard, an American ecornomist, has described.

four étages throughrwhich utility sectoré pass. s
Bell Canada's corporate dévelopment has been consistent
with the first three, while the fourth is still in.
7 : AﬁéueStion. The stages are: | e
Stage 1. The sYStémgis invented and cbntroliedvby
. patents. D 7
Stage 2. Is'the period in which;it cfea%eé}a'éystem
fand'growEh'takes place. ThiS'is,thé bétiod ﬂA
in which the service seeks :eguiaﬁidﬁ for
S 7' | - » permanence, legitimacy and ma;kééicontfol,‘;:;f:
Stage 3. Is where the technology is complete and
~ ~ - there ismarketAsaturatiénénd4thgeorpofétioh~?i'v-‘-f

L
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switches from offence to defence toﬁo.

'obstruot new technological entries or
to warp it to fit its private optimum

structure.

‘Stage 4. Is prescriptive, in that Shephard states

that at thls point the systemlc monopoly

attrlbutes yleld to pressures of competltlon .

and technology and the sector’ revertS“to

,econyentionalhcompetitiye:proeesseseiandree~+rgs
therefore is no longer a utility) or becomes

a public enterprise where necessary.139l

-

VTheéprogression of stages will be directed by the

polioy‘and regulatory framework. Monopoly status is

- conditional. .

7 Though the malntenance of Bell s dom1 ant p051tlon
-in the telecom 1ndustry and complementary monopollstlc
structure of the market are sometlmes argued as the
loglcal consequence of‘"natural monopoly" condltlons,'

it 1s 1mportant to note thelr hlstorlcal foundatlons.

S %assume¢haemenepekwﬁruaﬂwwemmrede termined———

4444444444by4technologlcalecondltlonsfeobscuresetheereallzat on

that the market structure was a negotlable'ltem
which came to be a monopoly situation through the

sgy&vities of the firm in conjunction with the

Vo
ent z
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lnterventlon of government pollcy and regulation.

Melody has remarked on the nature of market-structures

and technological determinism:’

, "The creation of monopoly did not involve an
evaluation of the technological alternatives
_ for providing various utility services on
' - the part of the government authorities and
a conclusion that the social interest would
be served most efficiently by monopoly supply.-
- The structure of the market and of the v
industry was a negotiable item of great . .

importance to the potential utility company.
The utility wanted the institution of
regulation to determine and guarantee the
structure of the market against competitive

_inroads that might otherwise occur. _Thus. . ... ... ...

for markets, regulation dictated a monopoly
structure through its policies." 140

Jurisdiction and Rulings
The decisions of the regulatory Board in conjunction

with Bell's practices, are contributing factors to

the current industry structure, as they have 1eglt1mated
the procese of their sector's development. The
application of'regulatienﬁhesibeen limitea,iﬁrité

g?als and effects, such that‘it cannot mask the
closeness or depth of the relationship between the

. A .
regulator and the regulatee.

B wv—ﬁrTh‘Edn,aturenQLtheglJLiSdiCtiondand‘—theq;uﬁngs‘e{—the)fr(-

Board over Bell Canada, provides the groundwork to

comment upon the regulatory environment. The Board




Yy

- 325 - R | \

appears.to have operated under four constraints:

1. The Board saw its role as one in which it
"will not interfere withjmanageﬁent perogative
excebt insofar as rates and other specific

regulatory responsibilities are concerned."

2. ihe Board considered it had no authority’to

@

regulate the quality of service nor the provisibn

of service.

supervisory power in,regardvto intercorporate

affairs and relatiofs.

4. The Board's adaptive goal, in the public interest,

was seen as technological efficitency rather than *

economic efficiency,l4l

By operating within these constraints, regulatory
responsibility becomes narrowly defined. Under
the aegis of non-interference in management perogativés,

the critical element of supervision of investment

_ _decisions is neglected. In confining its requlatory

A}

ower to "rates", substantive control is relegated
P

to superficial measures, since investment decisions
determine future revenue requirements, hence the"

power to interpret future rate implications,is abrogated.
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To define the behaviour of the firm with respect

to the publlc 1nterest, w1thout con51deratlon of

criteria pertalnlng to the quality and provision
of service, makes the judgment of performance
.insubstantial; As Turner has suggested the

expectable consequences of monopoly cannot be

corrected 51mply by keeping the monopollst s rate

142———

' of return dOWn to a reasonable level.

Furthermore, the non-interference approach by the

regulatory agency is compatableuwith the assessment
that a discrepancy is not evident between the objectives
of the firm and the regulators. ' : N
"In general, thergoals.of the Board and Compan
.with respect to the development of the <

telephone system, new technology and desirable
~ investment programme are much the same - to

- provide the public with telephone service that
, is technologically‘efficient " 143

Also, the realization of such goals has been.assessed
as adequate. English ‘and Biegie concur that, with
respect to the application of economic performance.
criteria in efficiency, grouth add'distribution,

. the telephone companies have performed a creditable role

and performance 1is not such as to warrint great concern.144

wu

In fact, the Canadlan telephone system has often been ’

applauded as the best in the world. The limited

criticism that has been generated has been-directed = = 7

towards the lack of'explicit guidelinesfin'the

Q'A



-regulatofy‘pr0cess.

"The purpose of regulation has been defined
so vaguely that the carriers have had: to
rely upon their own initiative to respond

to changing conditions in the industry...
.it is not possible to judge performance
without explicit objectives, the task of
which is a legislative responsibility and

- not that of the regulatory authority." 145

Consequently, the managers of the carriers are

éccugtUmEddtOMan“environment*whereWtheyhhave*the
authority to make all critical decisions about the

industry's development. As the Telecommunications'

study findings referred to it: "regulatory practice
in Canada has provided a wide permissive latitude
for self-regulation by the industry itsel_f".146

This situation would seem to tend to contradict the

basic rationale for regulatory intervention. -

That it may no longer be sufficient to preserve the
old institutional framework by grafting piecemeal
amendments to an outdated regulatory framework, is

'the extent of an acknowledgement of past defiCie__ncieS.147

- Remarks of concern about the regulatoryﬁenvirbnmént

are generally'directed to future policy considerations

with respect to how new techndlogy and services

should be adopted into the existing structure. This

could precipitate the logical movement into Shephard's

fourth stage. But this is precisely where the
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influence of current economic theory and the Canadian

El

« - . experience complicate the regulatory scene by their
*  contradictory nature. Innovative services and' - -

Aﬁ facilities associated with new technology are said
to erode the continuing jusfification of the natural
monepoly structure of traditional firms and provide k

_ .2

a more competitive environment for new services.

It is based on the rationale that competition is a

- prenequisitemfor-efficiency,and;ﬁurtheréinnoyationl;
But competitibn has never béen a national imperative.
In telécommunications,atechnological efficiency takes
precédence, and is justified politically as being in
the "natiénal interest". The influénce of the ‘

" American situation has encouraged‘advocateé for relaxing

barriers to entry for specialized services in Canada; but they
are up against the institutional constraints within

/ .
which DOCvaiicies have maintained protection of

the "old guard".

d.- Congruent Interests and the National Interest

This relationship which can be seen as the deve;opmént

oo of -congruent-interests is antithetical to the —

. presumption of the role of regulation as adversarial
or coercive. Regulation in this case can be

" interpretated as a political phenomenon which continues
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the production of congruent relations on the basis
of the "national interest". Regulation, correspondingly,

has been non-conflictual and non-controversial.

Given the limited scope. of regulatory authority and

consequent "free rein" for industry initiative, what

: dbeS“fhiS“mean“in“térmsgcf*fhé”iﬁférpféfatipn“ot,
_1 the state's role and responSibilEty for‘policy? The -
" lack of grcémgrehensive nqtiqﬁal policyrfqr o
téleéémmunicafions has been a critical feature of
the o0ld environment, since the provision of telecommun-

ications links is an essential aspect of the necessary

infrastructure in a developing economic structure.

~ - i, A "Chosen Instrument"
- As McMannus has suggested, it is not difficult to
imagine the telecommunications industry being used’

as an instrument of national policy in the same

148

manner as the railroads. He contends that in its

4

absence, Bell Canada has undertaken a policy role
] E ‘ )

of its own initiative, which is not unlike the kind

of national policy toward which other activities such

as the railroads, pipelines and highways, have been

directed by government intervention. Though the
direction may not have been explicit, the important

similarities are recognized. Telecommunications
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,servicés1mpaxticularlyﬁinmthegnextherh—£egien57—were
conSidered_a necessary element of the development

- c . - v
process. As was evidenced in the national concerns

for developing a satellite system, improved

- communications were to be an agent of economic

activity in the north. It appeared that the satellite

"chosen instrument" status is part of a -process and

a relationship; therein lies its effective definition.

(or specifically Bell) has taken upon‘itself,
there are two seemingly contradictory remarks by
McManus and Beigie:

"However, the record of the Board is clear
evidence that telecom firms under its

__control were not treated as 'chosen , -
instruments'." 149 j”//

"In the absence of a well thought out and
explicit policy of public intervention,

regulators have delegated to the telecom
carriers a 'chosen instrument' status." 150

What appears to be a contradiction in the usage of
the term is resolved by the agreement implicit in

the context. Though McManus and Beigie define the

as agents of national policy, and the other as the
actions taken in the absence of policy, the process

they refer to is the important similarity.
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The situationmisﬁanalaggus;tomtheginte;p£etaiou of

a pélicy of non-policy. It is the éontextual process
of decision-making which defines policy that is:‘
impbrtant fof attention. The significance lies in the
fact that the development of the telephone system in

Canada demonstrates the congruency of government and

industry,viewsgof;natignaliecgnpmic,developmenti_AMoré,
specifically, that Bell, as a dominant indigenous
corporation, has developed in a manner which is nat
inconsistent with therﬁatidnél iﬁtefés£leaﬁégéiééﬁéi%léB;;L;7
would seem to demonstrate that théxrélationship that

" has developed between the regulators and the company is

not conducive to the argument that the relationship

is an adversarial one.

ii. Procedural Institutionalization -
The Formation of a Perceptual Bias

A critical factor in. the regulatory envirdnment, and

‘the analeis of how the "national interest" in public

pélicy comes to be defined in decision-making, is

rthe"essential feature of the cémposition Qf the regulatory. .

agency. The composition of the Board or agency requires

——~~rrfTuvattehtien}wasﬂitéisgnecessary—éer—unde-standing—how
WA%,Afh;4:;u41ju;4ag£un:y:i1nuarprfﬁ:;4ii:1;f;uu:ticuLgEé}4zuu14tlmxcetqLﬁisggpgggggggggggggggf

contributing factor to the institutionalization of

values through procedural techniques.
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yurther support for the arqument of a non-adversarial-*

relation is found in the examination of appointees.
It has often been revealed as»it was ip Professor
Corry's studies in 1945 that:

"There has been a marked tendency for
administrative boards and commissions,
set up in connection with the new functions
of governments to be made up in part of
representatives of the affected interests.
- Everyone knows that they are constantly
demanding still further representation of
this kind. A tinge of cofporatism has
appeared in the adminis¥rative structure
of democratic government." 152

A '

This point has elicited a great deal of criticism.
As Penny has lamented, it is the basis for the argument
that too often government boards are controlled by
153

those they are'supposed to be regulating. That

the tendency continues, ex-minister John Turner

- remarked, "I've looked at a lot of:regulatory agencies

and the longer I'm around, the more I believe these

tend to reflect the interest of the industry it is

,supposed’toAregulate,W154 That board;pérsonnel are

™

' .interchangeable with the industry's is logically

consistent with the findings that demonstrate the

-

increasing interpenetration between the state and

7ﬁwﬁindustry‘elite sector. The significance of these

. . - . - 'Yé,
factors goes. beyond its usage for suppokrt of the

érgument which explains the relationship of the

regulatory board as captive agent.
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A CcmmISSIUHér'pérSUnaI*affIIIatI0n‘and‘past4expertence44444444444444*

- legitimacy and

"investmegtfdecision57~etc77~{particulaflywinmthemeaseﬂ'

‘dlrect and indirect, with the industry, does not

necessarily determine decisions faVourable to the

industry. Rathef,»the influence is more subtle and

more pervasive, in that it determines a perspective

“of the regulat?£x\f:ocess,ysets the boundaries of

1ishes%precedents ef—precedureuuﬁ’
Ideologically, it incorporates dominant ideas and
values which pragmatically, set the operatlng

assumptions.

1
a

The logical conclusion is such that the agency continues

to accept as valid the evidence submitted by the

firm in terms of data, accounting procedures,

rof theadominant firm, ‘Bell Canada, whereas B.C. Tel

155 as- the

is approached somewhat more sceptically)
. - ‘ : I
basis for the agency's decision. Hence, the regulatory

relationship which has‘developed, has resulted in a

‘shared view of the agency's function, and is the

result of the process of negotiations throughvits
4
history. In effect, the agency can be seen to be

performing certain tasks for the industry such as:

legitimation of the existing market structure, control

of entry of new firms and the level of competition.
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The agency also serves the purpose of mediation

of intra and 1nter-1ndustry conflicts by subordinating

certain interests, and it also mediates the public
debate by shifting‘it into the administrative arena

w1th ltS relevant agenda and procedures. These services
re exchanged in the "trade—off“ for a guaranteed

profit level; It is not surprising then, thdt criéics

s P .
of the regulatory ‘process have ‘come to the opinion

that "most of the extens1vely regulated 1ndustr1es

at least prefer being regulated to competing and N

actively seek and sustain accommodating regulatory

wl56
regimes.""

-

‘Therefore, it is not the composition of the agency -

in terms of personalities or affiliations. that is

important, but the structural relation of the agency

[}

to the firm. The problem is aksystemic'one relating’

to the manner by which interests get represented
within the decision-making forum. It is the agency's
functional responsibility to resolve issues involving

a conflict of interests. How it comes to subordinate

‘certain interests to others in the negotiation

9

WﬁlQl;il_lvprocesslinyolyes a,prioritizationlQﬁicriteriaiwhich

will reflect the structure of interests represented

within the decision-making process. The dominance
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of Bell in the industry structure will then be

reflected in the perception of concerns.

With this understanding, a comment by Galbraith is

more relevant without its literary personificatioh;i‘ﬁ;—ﬁ

"Regulatoryfbodies like the people who comprise {"

them have a marked life cycle. In youth they
are vigorous, aggressive, evangelistic and
"even tolerant: Later they mellow and in

0ld age - after a matter of ten or fifteen
years - they become, with some exceptions,
either an arm of the industry they are
regulating or.senile." 157

The literary personification masks the systemic nature
] . -
of the process, but the intent of the effects is Fai

"clear.

But thé agency itself is part of the larger

. -governmental administrative apparatus, and as such,

also-represents the sF;uctufal pattgrns of dominance
internay to the industry at the level offintraffﬁ*'
governmantal decision-making and economic plahning.

From this perspective, there is arresulting congruency
with the conclﬁsion odeefﬁsfein that the!limits

of regulatory policyltend to be set by éhe acceptability

of the regulatory policy to the dominant parties of

interest.158

The nature of the relationship as outlined here,
had not developed by the time the Telesat-TCTS case

came before the CRTC for two reasons.:

#~
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Ohe; EierCRTC'had had no experience with the telecom

indHStry. ,Altﬁough the CRTC had inherited‘staff from

the CTC, it was lafgely‘techhical personnél. The CRTC .
commiéSiQnéré were unchanged; ‘It doés'nétrappear thativ :
the CRTC's self-image or selffdefined_perspecti&é of,;:
its fesponsibilities was aiteredbsignifidantly, The ?

agency's added responsibilities didhgof include the

adoption of a working relationship with the industry.

’"Twsféhd'ﬁéfh5§§'ﬁéfémiﬁbOiﬁéﬁEIy;ﬁpéiiéy"fééﬁéﬁéibiiiEyW“”W
for satellites and spacerreéééréh was shifted diréétly
from the CTC to the DOC in 1969. Policy jurisdicfidn
in satellite deyelopmenf and therefore.the,directive
powers, were separate,frbm the regulatory agency¥ For

the telecom industry, policy questions remained with the

CTC and the DOC until 1975-6. The transfer bflfegUlatory,;‘ 
power to —,.t?%?,,CRT?,¢9,i,99i@¢§,,WiF,h the increasing shiff
of overall policy reéponsibility'tb the DOC,and DOC’s_ 
attempt td legislate a newiand, in effect, limited
mandate for the CRTC. The “limi}sVof'reSﬁonsibiiity"'

habe;been neéotiated through the DOC where the ‘crucial

elements of the :elationship,haVe7been, and are, being

developed{ ' é . 7 ;, N "'  o ,,? | x//\

The Télesat—TCTS‘issue was the first telecom proceeding

~vunder the CRTC other than a rate hearing. Knowing the

=
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costs and risks'assdciated with its'Telesat Decision,

‘—iii;—Public-Interest—and the National Fnterest —

the CRTC may well have been acting to assert 1ts
power in relatlon to the newly strengthened DOC and
CRTC's own Independence and legitimacy in regulating

®

the telecom sector. -

s

Since the operationaltrationale for- regulated utilities-

rests'inpthe concept of them being a “business\

—-in—the-process-

vdn which:

— et o - \"’ —

" affected with the public interest", it is important

~to see ﬁow this comes to be defined in regulatory
practlce, and more spec1f1cally, how the public'
1nterest gets represented in the process. It seems

to be a two-level”phenomenon, exp11c1t and implicitj

v

~The Chairman of the7Securities and -Exchange Commission -~

once defined the roiekof\the'regulatory body as one
;:?‘ < LS

"... their mandate is to proktect the public,
- often against enormous political pressure
from business and without any countervailing
pressures. In other instances, such as
“the grant of a TV licence there is really

~no well defined spokesman for the public
interest except the agency itself." 159
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An agency's basic interpretation of the "public

interest" seems to be premised on the principle
that a healthy industry is a major concern. The
interpretation of "healthy" however, may lead to

different conclusions.

As has been demonstrated by the Board's rulings,
that which is in the public interest is that which

does not constrain the ability of the corporation to

“accumulate capital sufficient to satisfy its shareholders.

This brings into queStion the methodology of assessing
costs and revenue reqhirements necessary for maintaining
the health, of the industfy. So far thisvdetermination

has not relied on directives to the internal management

~ to allocate its resources in a more efficient manner.

Therefore, rates to subscribers must meet these
cénstraints,rand subsqribe:siqreicgnsidergd the -
beneficiaries of the technical systeﬁ.

L)
4

The CRTC also includes the industry in its consideration

of the public interest. 1In 1968 the Commission stated

the "public interest, in its full consideration,

o

‘includes the interest of the industry, for without

a viable industry the public' interest could not be

160

served"”. In the Telesat Decision the CRTC

" interpreted the healthféfftﬁe'indﬁéfryWWith9féspeéf”'i**
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Explicitly then, the public interest is often redefined

as consumer interest. This can be examined to the
i

e extent that the<agéncy considers the effects of its
""decisions on the consuming public. The agency has tended to
*~a~ﬁww~—ufﬂsee»itseianSHactingAfer*theacohsumerain4theupub$iewinteresar

\ The public, as'consumers, have traditionally had

llmlted representatlon w1th1n regulatory dec151on-

maklng.

.In an investigation of the federal level of telecom
regulation in Canada with respect to its'responsiveﬁess

to consumer interest issues (while telecom was under

e s oo ——the€TC) 5 — fiftfﬂhowe&fthatgchef%t—rueturérfoff—the?—pro eessi
'uas markedly deficient. The regulatory process failed’
in its ability to merely .know the~needs—feltwby -
consumers of telecom services,rlet alone to oerform
its duties with full regard‘to consumer demands.161
The report of 1970-71, on consumer representatron

" in the federal telecommunications regulatory process,’

found that: -

"The overall impression gained throughout T
-~ this pro _

exception, telecom tariffs and the

carriers' permissible rates of return ro

continue to be set without due consideration -

- by- the regulatory agency of -the-effects »
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r~thewabstraethotienﬁoﬁéthefhatienaiwinterestﬁwhich
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of 1ts dec151on upon the 1nd1v1dual users

- —of An*question—or—the—sec1ety————gggggggggg“‘*‘*‘*

" at learge. Consumer interests inputs are-
virtyally non-existent presently in the
telecpm regulatory process. '

—

0
Studies to date further indicate that the
consumer grlevance amelioration and
investigation procedures of the CTC in its
telecom role are equally inadequate." 162

" Thus,—public-interest, -as -represented-within the

1nterest advocacy, and as such, is an economlc 1nterest,

but an economic 1nterest w1thout polltlcal power.
Duly, its consideration 1s’subserv1ent‘to~the interests

of the regulated firms.

Implicitly, the public interest becomes embodied in

materializes;in the manner in which resolutions confer
power -on economic entities. Thebpubiic interest is |
subsumed in the national,iﬁferest which effectively
continues a strﬁcture of ecohomic power relations
which maintains the»dominanCe of partiéular‘firms

in the "best" interests of a heé%thy economy. -

7e. Summary

From the historical evidence, it has been shown that

Bell's dominant position in the Structure of the

telecom market is a result of a cooperative” R - ;,r

- . e
- e
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T o ’reIationsnip“between“the“puﬁiic and private sector.
Bell has enjoyed a regulatory environment of wide-
permissive latitude which did not seek to interfere
in management perogatives, which is evident from
the judgments and orders of the Board'sidecisions.

The historical relationship between the regulatory

4W~e4ﬁ~w~~*M*bodytand*theAfirmrhasteveioped*atstructura1

relationship which determines the perspective of

the regulatory function and process, and in so dOing,

structures the representation of interests. The“'
‘ * regulatory environment has-been such that the dominant
firm and regulatory body have not been in adversarial:

roles. ' » .

;Regulation,thenﬂasanexplicitform,ofstate'
intervention, specifically applied in the‘"public
rintereSt" supports a partnership approach tobthe
interpretation of government and private industry
relations. The critical aspect of att@ntion.is the

: notion of the public interest and how it‘effectively is
defined in‘the regulatory process:L It is here that

the question of "who benefits" as a result of political

or regulatory deCiSions, needs to be applied.

From the discrepancy between the

interpretation of public interest" and “national
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”W4;gintenest!+uthehapplicaticngof;thesegterms in_ the " :

Telesat Decision can be seen in context of the
broaderrframework which provides a more useful meaning
thah as viewed in isolation. The CRTC's denial on the“'
lbasis of the puﬁiic interest was taken from a broader
perspeétive than has traditionally been Ehe case:in

telécom decisions. -The CRTC attempted tOﬂrealignrboth

“and Cabinet acted within the parameters of historically

interest" ensures these relationships’. Cabinet's apprd?él

internal interests in_the telecom market structure and,
v v o

other interests as represented in the intervention process,
. o -

conditioned relationships between the state and the

corporate sector. Its interpretation of the "national

¥

on the basis of the national “interest was consistent with

_traditional patterns of decisions.

The question of "who benefitST applied in both spheres
of decision-making demoﬁstrateé the differences in value
degisions made on the prioritization of criteria. The
"public interest" for the CRTC was basically a regard
for consumer interests as viewed from the anticipated

benefits of a more competitive industry structure. 3The

"CRTC's assumptions in its assessment were in effect, out

of- context. The Cabinet's assessment of "consumer interest"

was subordinate to maintaining the established power



-

=343 -

“structure within the ‘industry, but assumed the public

"would be served as a beneficial consequence of a stable,

healthyvindustry. The decision "in the national interest"

prevails.
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;7CHAETERﬁSEHENm:;SUMMARX;ANALXSIS;AND4CONCLUDING;COMMENES——~¥AA————

f-The premise for épnstructing the inquiry of this_thesis
suggeéted thét an explanatiOn‘fér,fhé;Capinet decision
regayding the‘Telesat—TCTS agreement mﬁst'include the
examinationrof the process ffom which it was generated.r

The decisidn,'it has been argued, was the product of

process, was defining the role of satellite technology.

for commercial communications and, in so doing, represents

" a policy. The process of policy-in-formation occurs
within a framework of'socio;economic conditions and |
politico-economic ;relations which have been historically
conditioned. It is a ffaméWprk which is strﬁCtﬁred in

the immediate context by institutional arrangeménts, by

,mpower,nelatigns;gndgby;pxevai1ingﬁidéoloqical assumptions.
This cohtéxt of relationships acts as constraints which.
influencé,how a»specific,issﬁe of bolic§7makipg”and, »
deVéldpment proceeds from its inééption as "§n issue
‘of'céncern"ethrbugh the decision-making and implementaqion'i

-

stages.

The explanatcry inquiry proceeded fhrOUgh four analytical

‘stages, pfgbeediﬁg from an examination of the policy

story to an historical rationale.
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The descriptive analysis of the policy,procesg surrounding

the satellite issue traced the events and the participants
within their immediate context. The process began with

the initial attempts at negotiating the issue of control

' over the operations of commercial satellite  technology.

The decision to proceed with the formation and

implementation of a -Canadian commercial satellite

system was a product of the poIfEIéal—economicvrelations

and socio-economic conditions of that time. Sétellite

_usage and development was institutionalized in.an . [

expedient fashion. The proposed corpofatioh was to be &;k 

‘the vehicle for furthering national policy objectives.

The attainment of the specified objectives involved
diverse and conflicting interests, each expecting specific

bepefits from the implementation of satellite technology.

'WBﬁEfEHéwdeliﬁeation of the corporate form was negotiated

‘mainly between the dominant interests, resulting in

the imposition of institutional parameters which could

only constrain the wider scope of national objectives,

The legislative bill designed the entity responsible -

for the management of satellite technology, but its

I3 .

corporate form delimited its objectives to that of-a

commercially viable‘undertg%%nq»with an ownership

structure of contradictoryfﬁnteﬁsgts. Once the

~corporation was created, its policies reflected its
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internal ambivalences. The new entity was required to

-

function within the established institutional structure

of the telecommunicatiens industry'in‘a‘non-threatening,

non—competitive Mmanner. Although Telesat's market for

service was 11m1ted the corporation adopted a technical
system where capacity exceeded demand requirements, and

continued an accelerated developmental program for

1nnovat1ve technologles.

~

w..=... These. circumstances inevitably constrained Telesat's - - .

Viability and the foundations for the renegotiation of
terms were laid. The renegotiation of the structural.
relations'which define the role of eatellites in the
teiecomndnications industry was formulatedrthrodgh o

the Telesat-TCTS agreement.

restructuring was a new arena for telecommunications.
, : y ) -

The regulatory agency s interpretation of the ‘new

The regulatory responsibility for legitimizing such a
‘ : » D2 e

decision-making. The CRTC had not yet developed a

working relationship with the telecommunications sector. -

corporate arrangements considered the consumer interest

EE ”aﬂd—t’herefereﬁtﬁe—pﬂb%ic%nterest—wouﬂ:&brbettW

telecommunications services. 1Its criteria for assessment

]
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con51dered technical efficiency a lower priority

than*the“pUtentIa1"pUssIb11ItIesibf‘ccmpetiﬁg‘feeh‘616§1es.

The proponents of the new arrangement argued that
sanctioning the agreement should be_perceived»as an
economic decision affecting the national interesk.

'Telesat's survival was said to be dependent on the-

implicitly the constraint was the perception of Telesat

as a potentlal competltor. The domlnant flrm in the @

anc1llary manufacturlng sector would be ]eobardlzed

in its compeﬁltlve position in international markets
should Telesat not be financially strengthened to ensure
its continued innovative developments,

r—The~is$ueﬂbecameﬁthatvTelesat*SWViability~is~in4the — ;

national interest and required the suberdinatiph of other
concerns to these ends. - The interpretation that'this

" could only be achleved by resolv1ng the inherent
contradictions of Telesat s role as complement or
competitor proposedepﬁa choices. One, to enforce‘the

role of satellites es a viable competitor to the land-based

systems wouid-require the adoption of policieSICOntrary

to interests of the common carriers. Two, a complementary

a

system would become "but another weapon in.our (TCTS's)

arsenal of technology”. )
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Cabinet'represented,contradictory interests. The‘mainﬂ o

v ’ proponent for a%Fepting the TCTS-Telesat agreement
was the DOC. The protagonist for the opp051tlon was

the DCCA. The Departments of Finance and Industry,

‘"Trade and Commerce were also in favour of the agreement.

The argument against’the agreement, in lieu of its
. . Fs < o

anti-competitive aspects, was a criteria of .lower

&

priority in the prevailing assessment. Cabinet's

'perception of the necessary resolution was congruent

,withithe”iniereetsiofitheldominant;firmsifril;:;:,,rlfrﬁfr, S

The developments in the process of defining satellite
policy have a particular relevance when viewed in
relation to historical features pertaining to the

economic struCture»and'patterns of policy decisions taken

"1n the natlonal 1nterest" The "national interest"

in national pOlicies'hag a historical legacy. Its
,effeotive definition lies ininnderetanding therpower
relations it sanctifies. The historical relationship
deyeloped in government—industry'"cooperation" generally,
and in particular in the regulatory environment, prov1des
‘ 1n51ght ‘to the systemic\bias inherent in thé development 7
W;g ~~—of an ideological perspective. The dominant ideological —
out in the immediate‘environment of the policy processr
. through the;values,and choices which have constrained
the options in satellize policy developments;
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o

- ‘The structure of~relatiéns'in~CanadianbéqlitiC§l~~'fvm—'wmffwmf~mw
egonomysuggestthatthepatternofe&onomiqc;%tro;Av;;
and the pattern of political decisions of ﬂ;tional o
policy are intrinsically'tied. Developments in >v
satellite policy should bé cOnsidered'in conjunction

with these features.

JE

_The _economic structure bears a high degree of corporate
concentration cohtrolled by an elite which is fractionalized .

A : S

X

by virtue of the sector of the economy, its strategic

~ position and the nature of the control exercised.
The patternsrbf éconOmic growth have been stéple oriented
and industrially dominated by foreign controlling interests.
The traditional éominant indigenous elite located in

the commercial-financial and circulation sector, have

_cooperated in a policy of economic dependency, -
deindustrialization, escalatéd corporate concentration

rand promoﬁibn of indigenous multinationalist efforts.

~

-
The telecommunications sector has been largely indigenously
controlled and is of growing strategic importance in

the economy as a necessary provider in the required

developing infrastructure to economic activities.

Bell Canada is a dominant firm in the inﬁfa*and inter

, 7

industry structural levels. It is parti 5fa§ly
significant that Bell's power has accrued within a

/‘ : - "f.



. suggests that the relatlonshlp between the government

(thnough a regulatory agency) and the domlnant flrm

<

- f' has prov1ded an enylronment characterized by nonwlnterference

1n corporafe dec1sFon—mak1ng and corporate pollcy

o 57”“7flgm objectlves. Thls,rln effect, has allowed regulatory — oy

boundaries to be v1rtua11y self-lmposed< The esséntial vl:7' ?\EZQ

-~

tooi of regulatory power belng the constralnt on allowable ,

profltabllltyahas been l;mltedlby,the pfbcedures,used

 for ascertalnlng revenue req rements. Procedures
&

" have been so narrowly deflned and have assumed the flrm s

.
. . : [

.‘ “ "“
NI Doy B ATV S T A W\

accountlng methods that regulatlon has had few

(/\"vcz;raCterlst1CS°f a C??EE%YQNqualltY'””Eﬂﬂgﬁfégﬁllihgllllllllml;l,;w
minant firm has carried outllts~:;3§policieé for ‘

a

telecommunications which have not been found to be

= P

fyﬁconsistent with national;policy purposes.

The intentions of "national policy-national interest"

—policyrdecisionsrarercentralfto—the interventionist

mode of the state in national economic deVelopment.u

_ Policies in this aim are the product of the'political?‘

. economic 1nterdependence, ‘and demonstrate a C6Hgiﬁéhéy

.
. "
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:between,state—corporateworientetions to fostering-

'economic growth, iThis’interventionist‘relationship between\

| the state and the economy has been ]uStlfled for the
cooperatlve purposes of malntalnlng a "healthy" economy.'

In,effect, this relatlonshlp, through po}lcles, performs'

the'function of ensuring economic stability through &

compatibility of interests which define the nature of

;

economic "health;‘and’"stabilrty" Thus the relatlonshlp

“~f~fﬁw~;f~'aS—serve&;to—éeve%ep—an;ideeieg}ea%:perspeetzveswhfc -
shapes the prlorltles, values and assumptlons which
ﬁnderlie'policy options and decisions.

The- developments in satellite policy exemplify,certéin

‘characteristics in the reletion'of‘public—private}capital.

The satellite ventureswas largely publfcly financed and

prov1ded 1nfrastructure serv1ces for extractlon resource

flndustrles in the north whlle absorblng the f1nanc1al
risk factor unattractlve,to the private sector. The
structure and policies of the satellite'sYstem's‘sérvices4
. protected the'priﬁate sector in theitelecommunications

indnstry by not directly competing in established ' ' ;

- markets. The system's operatlonaL developments served D ,

the manufacturing sector establishing a

=eapablewofma~cOmpetitive—position~in¥—}r—w7~f e

_international markets...?fc merger resolution allfjws -



‘private interests extended monopoly power and control

over potentia;lyAluC#ative markets. - s

The historical features demonstrate the interdependence
of economié’power andtpqlitical decisions which permeate
our history and establish the relationships necessary

to its effective continual functioning. The maintenance

of the system requires an on-going negotiation process

betweén govérnment and industry and is further supported

~ by the interpenetration of state and industry elite

personnel. A congruency of perspective is formed through

v

the mutual reliance of political and economic power.
The history of satellite policy demonstrates a similar

notion of cong:uency; as exemplified through a specific

set of félationshipé. ,' | .

*

- The ,,ixéélié%'iio,ns ,,?J},ish;,qs%n,,Pé,,ézawn, from this research
study pe;téinrprimarily to the process of policy
formation. As an explahation of a case study, it was

‘not intended to provide_é’preséription for theipfobébility

factors of future changes in satellite policy. It

does, however, provide some points of consideration v

t

-for structurinngurther inquiries in the policy process.

Policy should be viewed as fluid and changing. Policy

-~ in and as a process ‘can be seen as the°series of

-

decisions and ?ggotiation§ which,” taken together,
% - ‘ .

a2
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5

" represent its effective definition. oo

- Policy-in-process is responsive to different pressures
boﬁh external (interest groups) and internal (representation

\

‘of interests) to the govérnmental apparatus at différent N '

locuses in policy formation. .

E

,‘,

~+~w4*w&wmamPe%iey_deeisiensuxeilectuawprioritizationfofmcriteria .

based on the expression of interests represented in

the process. It is %herefore essential to examine the

relationship between the participants‘on the basis of

wko represents what interests in the negotiations and

is their responsibility and accountability which

—————————— —— must-be-assegsed. - e

5
-

~Executive decisions taken in -the name of the national or .. _.. . ___

public interest, are particularly significant. Such
policy decisiéns”usually involve resolutiohs of conflicting
ihterests. The intérnal decision-making, partiéulafly,

at the Cabiﬂét level, is unlikely_to represent an »

uninamity of opinion. Different actors have’'different

opinions representing different interests, and will
B - H

favour different choices. Arriving at'a decision

requires the subordination of particular interests to

]
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;;;rttr_rrrrrtherdomrnatloneoﬁgethersT——EhiS—eenstitutes—thesiﬂtefnai—ﬂ—————s—tf
compromlse., It is an exerc1se in the relatlve power .

of dlfferlng political oplnlons.

For example, Qith specific reference to*sateilite

policy decisions, there were,threeicritical po;nt§

in the degisiQn:making;;thehformulationroﬁrthercorporate

entity, the awarding of contracts and the Telesat-TCTS

decision. The overriding similarity of these decisions

”1s the extent to whlch they satlsfled segments of the

dominant economic 1nterests by prov1d1ng for the following:,
1. that the initial development inﬁestmentrand risk

factors were absorbed by public capital;

2 rthatttheAestabllshmentrof4arsatellltefsystem—haS—been——

benef1c1a1 to northern 1ndustr1al efforts,
3. that the implementation of satellite technelogy has : .
\ not'eroded_the established,power structure of the

telecom industry; and

4. thet satellite technology has served the segment of
the\manufacturing industry capable of penetrating

i

international markets.
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‘The significance of these results, in conjunction with '

T : ’

fhe criticalibeints in decision-making, is that the
peliticalyopieionr whichrpredomineted and wasvconsistent
is that of the Department of Finance. The dther'major
political opinions representedein each decision shifted

with the nature of the issue as defined at the time.

—~ -This would suggest that the DOF, in relation to the : ‘\;\

maintenance of the position of the dominant economic )

s ——jnterests; ”*&P?%Wfﬁmﬁérﬁ as— Tih’ﬁﬁt*e;{j rative .
‘emechanism of ,nfiuence. Further analysis of this
supéosition 1s crucial fo understanding policy formation
ahd speaks’fo the notion of congruency between econoﬁic

interests and political decisions. It may well hold

processes in relation to political theories.

Sechrimplieations are not meant to suggesé-that bowerful
economic forces are or always will be accorded beneficial
results. Within the specific developments in satellite
policy, it was evident that priorities changed in
relation to the times when decisions were beingvtaken and

~———  according to the balance of interests and pressures

in the national interest"”
will necessarily include concessions to interests other

—iier —+= - — -than the dominant economic forces.

3
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" As to how the - 1mp11catlons of thls case study may be

1nterpreted in reference to further developments 1n‘
satellite 1ssues, this thesis does not prov1derthe'basis o
to predict specific routcomes. It does) however, provide'

a ba51s for understandlng further decisions by arguing

~ ,
the dlrect 1nterests represented must be examlned 1n’ _ t7;§

light of the broader influence their positlons,refleet.

Further satellite decisions may then be seen in terms
of their p0551ble 1mpact on alterlng or malntalnlng

1”the esggbllshed powerrstructure and inter and 1ntra

L ]

1ndustry patterns of dominance.

. As an inquiry into policy formation, this thesis presents -

only one case study, the relevant factors and implications

of which need to be viewed in relative comparison

with other policy examinations. Policy format;ﬁn, seen
t

as a political question can then be related toftheories

“of the state as the significant relationships identif ied -
lead to their incorporation in the development of a
framework which views policy stpdy as a critical element

of political theory.'

Since the identification of the determinants of policy

rest on assumptions regarding the structure of society

its relatlon to the state, it is only by examlnlng

the c1rcumstances under whlch pollc1es are developed
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ff5*~fﬂr~—~*and'implemented7‘the~political~f0rcesﬁarguingffOrf4v+u¢hf - e
4f;4444g44444and;agaiﬁst4themkandgthé1rgéugtlﬁicatlonsﬁlngrelat1on

to the‘ihterésts being served, that policy can be

. seen in relation to the political debate.

,
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