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ABSTRACT 

The t h e s i s  i s  a  c a s e - s t u d y  i n  p o l i c y  fo@&tion, 

s p e c i f i c a l l y  t h e  developments  i n  s a t e l l $ v ~  po l icy  l e a d i n g  

t o  t h e  Telesat-TCTS d e c i s i o n  by t h e  ~ e d b y a k  Csbinet which 

had o v e r t u r n e d  t h e  r u l i n g  of t h e  r e g u l a k ~ k y  agehcy, t h e  

Canadian Rad io -Te lev i s ion  and ~ e l e c o m m u ~ ~ p a t i c m s  Commission. 
7 ,  

- 
2 Z 

The t h e s i s  p r o p o s e s  t h a t  p o l i c y  s h o u l d  bq oisved as a 

p r o c e s s ,  a s  t h e  series o f  d e c i s i o n s  and q ~ n - d e c i s i o n s  

t a k e n  on an  i s s u e .  The proces-s  represeQQB p o l i c y - i n -  

development  and r e p r e s e n t s  i t s  e f f e c t i v q  R e f i n i t i o n .  

~ o l i k y  is f h e r e f o r e  f l u i d  and changing,  p ~ ~ p o n d i n g  t o  

d i f f e r e n t  p r e s s u r e s  w i t h i n  and o u t s i d e  Q P  gauarnmenk i n  

d i f f e r e n t  l o c u s e s  o f  i t s  f o r m a t i o n .  Tha t p e s i s  s u g g e s t s  A 

t h a t  t h i s  p r o c e s s  be viewed w i t h i n  t h e  PrQadar f rahework 

o f  government-indus&y r e l a t i o n s .  

An a n a l y f i c  framework i s  developed t o  e$$#$ul.e t h e  p o l i c y  ' 

p r o c e s s .  The e x p l a n a t o r y  i n q u i r y  examice8 %he h i s t o r y  

of s a t e l l i t e  p o l i c y  t h r o u g h  a n  a n a l y s i s  v $  %he e v e n t s  
+ - 

and a t t e n d a n t  n e g o t i a t i o n s  s u r r o u n d i n g  cbg ~ a c e l l i t e  i s s u e .  

The a n a l y s i s  i n c l u d e s  l o c a t i n g  t h e  procegb ~ i c b i n - a n  = 

h i s t o r i c a l  c o n t e x t  o f  n a t i o n a l  p o l i c y  dev&p,lons. 

The d a t a  o r g a n i z e d  w i t h i n  t h i s  framework &bcLudes t h e  

examina t ion  o f  government documents and Y&&armenLaL 



and the information gained through working experience 

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

From this examination the 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 political-economic policy formation. 

Satellite policy negotiations have a specific-character 

in view of the context of state-corporate relations. 
1 

Decisio~s "in the national ,interestu as in the Cabinet 

I decision on the Telesat issue, hqve an historical specificity 
I 

but their logical consistency li$s in the effective 

systemic bias they represent. 

The discrepancy of opinion in the dekisions of the CRTC 

and Cabinet can also be accounted for, Each represented 

different forums for policy formatioh; each foruin having 

a different historical relationship to industry and 
- e 

consequently a different prioritization of criteria in 

its assessments. 

. . 
L 

From the contextual' framework provided for an analysis 

of the decision, it app-ears that Cabinet's decision is 

the expec-table consequence and the CRTC's position is 
. . 

the aberration. 
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PART ONE - SCOPE AND METHOD 

CHAPTER ONE - DEFINING THE PROBLEM 
1. INTRODUCING THE PROBLEH: A DECISION OF POLICY 

t Tn 1968 the Canadian government decided to proceed'with 

athe implementation of a domestic satellite system. I 

- Telesat Canada, the corporate entity cxeated to assume 
the responsibility, is a public-private venture between 

the Government of Canada and the telecommunications 

carriers. Although Telesat's ~atell~te system could 

operate as a competitor to land-baked telecommunications 
. , / 

carrier systems, its operation thus far has provided 

supplemental rather than competitive services. 

In 1976 'Telesat and the major telephone companies 

prepared to enter into a contract by which the satellite 

F company would join the ~rans-~anada Telephone System. 

The proposed agreement required regulatory approval, 

but the Canadian Radio-Television and Telecomnunications r 4 

Comissibn turned down the application. The dabinet 

decision of November 1977-regarding Tel.esat Canada 

overturned the ruling of the CRTC, thereby allowing 
C 

Telesat's memhersfiip in the TCTS, the assosiakiorr uf 

major telephone conipanies. 3 .  



'This  "bold b o l i A c a 1  moven4 by c a b i n e t  ho lds  c e r t a i n  
- 

i m p l i c a t i o n s  f o r  telecomrnuhicatio.ns p o l i c y  and t h e  _ 

r e g u l a t o r y  p o l i c y  process .  F i r s t l y ,  t h e  t e l ephone  * - - .  

" - . A l T r  
companies have extended t h e i r  monopoly power t o  i n c l u d e  

/ 
a  p o t e n t i a l l y  compet i t ive  technology.  Secondly,  t h e  - 1' 
r e g u l a t o r y  p roces s ,  by v i r t u e  of t h e  Cabinet  dec ' i s ion  

t'. 

o v e r t u r n i n g . t h e  d e c i s i o n  of  t h e  " independent"  agency,  
.-- 

? 
'i 

s u g g e s t s  t h a t  powerful  i n t e r e s t  groups have found on* . , 

- organ of  government -more r e spons ive  than  ano the r .  . 
Q 

& e . \ 
k 

ExplaBations of t h e  ~ e l e s a t - T C T S  d e c i s i o n s  have tended 

t o  c e n t r e  on t h e  a c t i o n  o f  Cabinet  in r e l a t i o n  t o  t h e  

r e g u l a t o r y  p roces s .  The decis ' ions  s e e m  t o  have been 
4, 

cons idered  ingterms of an assessment of  t h e  r e l a t i v e  - * - 
a u t h o r i t y  o f  Cabinet  r e s p o n s i b i l i t y  v i s - a -v i s  t h a t  o f  

"""". +' w 

t h e  r e g u 1 a t o . r ~  .agency i n  p o l i c y  j u r i s d i c t i o n .  For e.xample, 
I 

'b 

i t  has  been suggested t h a t  p o l i c y  should be t h e  p o l i t i c a l  

p r e r o g a t i v e  of  e l e c t e d  o f f i c i a l s ,  such t h a t  k e g u l a t o ~ y  
d l  

- ,  

agendies  should a c t  w i t h i n  s p e c i f i c  g u i d e l i n e s .   hose' 

who a rgue  on t h i s  b a s i s  would l i k e l y  s e e  t h e  d i sc repancy  

o f  op in ion  i n  t h e  Te lesa t"  i s s u e  as a eonsequence of d 

- 

t h e  i l l - d e f i n e d  r o l e  of  t h e  independent agency i n  - -- 

r e l a t i o n  t o  Cabinet  r e s p o n s i b i l i t y  and p o l i t i c a l  
- h .  - 

* a c c o u n t a b i l i t y .  The d e c i s i o n  by Cabinet  b a s  cons ide red  
I 

by some a s  t h e  a p p r o p r i a t e  a s s e r t i o n  of  p o l i t i c a l  ". L .  



- It jurisdiction over the independent agency process. - * F .  

was therefore considered a "bold political move" to 
, - 3 ' -  

re-politic-ize policy respofisibility by the appropriate 
- 7 .@ authority. j. 

Fr'om a different perspective af the appropriate roles 

of =the-regulatory agency a m  politi.ca1 authority, it has , . 
I 

been suggested that Cabin'et's intervehtion in effect 
, 

compromised' -the credibility ok the regulatory process 

by undermininag the "independence" of the agency. For - 7 - 
example, the Cons-er Assqciation of Canada had argued 

* 
against Cabinet's hearing of the appeal, stating: 

"if the Governor-in-council proceeds with 
co~stderation of the present petition then 

. '  the public's confidence in it' as an appellate- 
body will be seriously undermined; ' 

furthermore it will undermine to an equal 
degree the public's confidence in the 

8 -4 
independence of the regulatory process." 8 

As a result of_Cabinetls decision,-the Consumer Association 

remarked that 'cabinet's action was "most irregular and 

e&arrassing", adding that it broke with long-qtanding +- 

< 

9 tradition. 
I 

'% 

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

the basis of the proper role of the inxependent agency 

ix relagion to guverzmentaZ authority. Such opinions 

attempt to assess the consequences of the differenk 



decisions but without offering an explanation for why 

the CRTC differed from Cabinet in their assessment of 

the issue. e 

'. ' 
Press commentary on Cabinet's over$'uling of the CRTC 

t - 
sug$ests that: 

- it reflects the on-going internal power struggle 

Eetween the Minister of Communications (and her 

~epartment) and the regulatory agency over jurisdiction 

for policy matters; andror 
" ,' 

- powerful interest group pressures managed to obtain 

beneficial results; those being the extension of 
- 

C 

monopoly powers held by the telephone companies a 

(particularly Bell Canada)-in the telecommunications 

sector. 10 

With respect tothe suggestion of an internal power 

struggle, the Minister (Hon. J. Sauve) has clearly been 

acting on many recent issues in opposition to CRTC 

positions, and appeared to be attempting to usurp policy 

decisions from the agency. (The impending Telecommunications 
t 

Bill C-43 would legislate policy jurisdiction to 

departmental authority.) l2 The Minister Is 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. 'I1 But 



the Minister did not have the power to rewerse the 

agency's decision,and her justifications for seeking a 

reversal have been supported by Cabinet appro+al. -_-- 
-- /- - 

In regard to the suggestion that interest group pressures 

precipitated the resulting decision, such an ex~la~ation 

would have to account for why one organ of government 
,-' 

was more responsive than another. Interest group pressures 

generally are accounted for at the agency level in terms 

of a "capture thesis" of agency cooptation by the 

regulated industry. In the case of the Telesat decision, 

however, it was the agency which ruled against the more 

powerful interest bloc. It is Cabinet's "acc~untabi~it~" 

which must be questioned. 

In considering a;- explanation of the decision, it should 
-F 

be noted that in response to the Cabinet's decision, --/ ' 

- Mrne Sauve-<Minister of DOC) had qualified the government's 
z- - - 

position 0-n the grounds that "the action just taken was 

dictated by broad issues of public policy which lie 

14 beyond the reasonable purview of the CRTC". Cabinet 
. . I\ \\ 

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

for understanding the Cabinet's decision. 



- 6 -  

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 understanding the basis for 

a discrepancy of opinion between Cabinet and the CRTC 
r;  

s % 

and its implications for analysis of the policy priqcess. 

A more productive understanding of the decisions m y J 
emerge from a study of the history and context in which 

D 

decisions like Telesat can be seen to be made. 
. -  - 

Certainly the factors in the above explanations influenced 

Cabinet's decision, but the explanations are 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 

Telesat decisions should be viewed in conjunction with 

the sequence of past decisions taken on issues relating 
- 

to satellites. I td view these events and the 

attendant negotiations as representing. the process of , %  

defining satellite policy. 

I will argue that the events and decisions which have 
(\ . 

defined satellite policy developed in a vAriety of policy 

forums, according to different criteria,,at different 
* 

-1 

periods of time.  within the process of policy formation 

*.- constraints were imposed upon the corporate entity 



r e s p o n s i b l e  f o r  commercial s a t e l l i t e  developments 

which l e d  t o  t h e  even tua l  merger p roposa l .  The proposed 

agreement between T e l e s a t  and TCTS r ep re sen ted  t h e  

r e s o l u t i o n  of  t h e  imposed problemat ic  c o n d i t i o n s .  Yet,  
--. 

a t  each s t a g e  i n  s a t e l l i t e  p o l i c y  developments, t h e  

government -pos i t ion  had been presen ted  i n  t h e  " n a t i o n a l  

i n t e r e s t " .  A c l e a r e r  unders tanding of t h e  te rm "nat-ional 
4 

i n t e r e s t "  a s . %  r a t i o n a l e  f o r  government p o l i c i e s  w i l l  

emerge from t h e  a n a l y s i s  of  i t s  usage i n  a - v a r i e t y  of  a 

b, i n s t a n c e s  which seek t o  i d e n t i f y  t h e  i n t e r e s t s  it p ~ o m o t e s  - 0 

The t h e s i s  ' p roposes  th-,a& t h e  developments i n  s a t e l l i t e  

p o l i c y  should be Sonsidered w i t h i n  t h e  .broader framework - .  
.. + 

of po l i t i ca l -economic  ' r e l a t i o n s .  An h i s t o r i c a l  a n a l y s i s  , 

of t h e  r e g u l a t o r y  e n ~ ~ r r o n m e n t  and t h e  sta&-corpora&e 

r e l a t i&sh ip& w i l l  .provipe a  con tex tua l  r e f e r e n c e  f o r  

t h e  c o n s i d e ~ a t i o n  of c r i t e r i a  p resen ted  $or d e c i s i o n s  

based-on th,e n a t i o n a l  i n t e r e s t ' .  ,A s tudy  of t h e  h i s t o r i c a l  
C 

C 

r e l a t i o n s  w i l l  a l s o  prov ide  a con tex t  f o r  t h e  l o c a t i o n  

and mapping of  s p e c i f i c  i n t e r e a s t .  groups t h a t  have ac@a 

i n  s a t e l l i t e  p o l i c y .  

I t  is proposed t h a t  v i e w i n g - t h e  s e r i e s  
$ 

s a t e l l i t e  i s s u e s  w i t h i n  t h i s  framework 
-4- 

A 
B 

d-~ 4 

of  d e c i s i o n s  on 



useful means for accounting for the Cabinet's action and 

that of the regulatory agency, the CRTC. It is suggested 

that the priorities in Cabinet's criteria •’0;' its - 

decision may appear to be consistent with the effective- 
, . 

historical thrust of "national policies" and that the 
'C . 

CRTC's prioritization of criteria may be seen as th& 

aberration, a position taken which attempted at least in 
-=-. - 

A .% 

part to test its own legitimacy 'ds a decision-making body. % 

- ' P - , <  

In the attempt to understand the decision on the Telesat- 
. .. ? -  - 

TCTS agreement, the thesis is a case study in pcrzicy development. 
A A- > * .  

The framework for the explana&ory inqy&ry will proqeed *through 
. \ .  

an examination of the eleme'nts of the satellite policy 

story to an historical rationale and explanation. 

- 

-As a prelude to the examination of satellite policy, a 
, , - 

brief Bummary of its significant events will $e presented - P L  

to intr~duce the issues under study.' 

3. SUMMARY OF EVENTS REPRESENTING POLICY 
7 

a 

a. Decision to Establish a Satellite System 
+ 

1n 1868 the Federal Governmerit announced a policy pfoposaf 
- 

2 * * 

for the introduction of satellites for communication 

services in Canada. The proposaI came in the form of - 
-.F 

a White Paper entitled: A Domestic Satellite Communication 

=! 

- .  



A 

System for Canada, and was based on the findings of the 

task force which--had Been commissioned a year earlier. - 

The- document p r ~ m ~ t e d  the "application of satellite 

, technology for communication services in Canada, and 
--" 

identified three areas of national need which the new 
- ? 

technology was expected to f2lfi.11. These were: 
4 

supplying broadcasting services &n bogh French and English 
,. - 

to any point in Canada; supplying telephone and television - 
-* 

service to the. yoqth: and stpblement.fngz tfe qrovision -of -*  jy 

1 

d 

telecommunication services in the, expanding east-west 

market in southern Canada. The criteria established 

by the White Paper fgr the implementation of a domestic 

satellite system were: that the system was to be a 
7 .. C 

national undertaking, operating unher the jurisdiction 

of the.government of Canada; that the earth and space 

segment of the satellite system would.constitute a 

single system un;de~ one management; and that the new 

entity was to have a corporate form. The White Paper - 
a +  - 

stated the government's conclusion that the development 

of a satellite system for Canada was an item of priority, -. 

"of' vital importance for the growth, pr.osperity and - 
- 

15 &ity of Canada". - 
.? 

a 

 he decigion to establish a domestic satellite communications 
system was influenced by a number of factors. Canada's 



scientific community had demonstrated q capability 
3 - 

in the developmgnt of the technology used in earlier 
.P . , 

space programs undertaken in conjunction with the . 
United States. - The northern reqions had become an area 

1 

of intense speculation for resource extraction industries 

and telecommunications services were considered an 

essential infrastructure to.the establishment of the 
, , 

3 -  % 

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

-as a means of promoting national unity and national 
1 .  

identity in the face of a growing awareness of the 

increasing American economic and cultural penetration 
, - 

,4fl' * 

and civil unrest in Quebec, was also an issue of the 

time. Satellite technology was heralded as -a means of 

-meeting these social, economic and political challenges. 

L - 
b. The Advantages of Satellites 

9 

Satellite technology stimulated such optimism because of 
\ 

/ 
its u~iq6e characteristics. In its-simplest form, a < s 

* 

satellite system for communicat&ons consists of a . 

. % 3  d 'r 

satellite or station in orbit and at-least two ground 

stations, In the transmission ,process, signals are beamed 
- 

A. 

at the space segment which receives and amplifies, then 

transmits the signals back to earth. This type of 

system-fs abie to avoid certaig -limitations inherent in 
- - 

1andJbas;d systems. The system characteristics wereA 



considered the most economical means of providing 

telecommunication services.throughout- Canada. 
45- 3 

- s 
4 

7,- 

c. The Creation of Telesat Canada 

Following from,$he-:white Paper a piJ1 was infr6duced in 
. 

" 

%he House of Commons prop6sing an entity to establish,- 
C 

..P own and operate Canada's domestic satellite communications 
m 

system. , In 1969 Parliament,passed legislationcreating . . 

the Telesat Canada corporation. Its primary objective 

was to "establish satellite telecommunication systems, 

providing on a commercial basis telecommunication services I,  16 

for Canada. Telesat is not a Crown corporation, but 
r 

rather the shared initiative of public and private ?: 
A - ,  

A 

enterprise. - 

The management of the corporation's affa5rs, by its 

- 
board.of directors whose composition was intended to 

reflect the anticipated tripartite ownership and voting 
> 

structure, is controlled by eleven board members of which 

five are designated government representatives, five 
*-- " 

are elected by the member-carriers, and the remaining 

one is the president of the corporation, the one public 
7 w 

shareholder. As a corporation, Telesat Canada has many 

of the same powers as any corporation under -the Canadian 

Corporations Act, save for a few exceptions respecting 



-, 

t h e  government ' s  r o l e  and t h e  l i m i t s  o f  i t s  a u t h o r i t y  

i n  t h e  a f f a i r s  o f  t h e  c o r p o r a t i o n . .  -. .- . 
;s >-<: 6 

. , 

i. F i n a n c i n g  

T e l e s a t ' s  i n i t i a l  f i n a n c i n g  w a s  th rough  t h e  i s s u a n c e  o f  - 

s i x  m i l l i o n  and one common s h a r e s  w i t h o u t  par v a l u e  
- -** 

a t  t e n  d o l l a r s ,  s u b s c r i b e d  to  by t h e  f e d e r a l  government 
e 

and t h e  t e l ecommunica t ions  carriers, e a c h  p r o v i d i n g  

t h i r t y  m i l l i o n  d o l l a r s .  To d a t e  t h e  b a l a n c e  o f  T e l e s a t ' s  

f i n a n c i a l  r e q u i r e m e n t s  have been r e a l i z e d  t h r o u g h  = .  

s h o r t - t e r m  l o a n s  a r r a n g e d  w i t h  t h e  government o f  Canada.*< 

A l l  l o a n s  have been r e p a i d  and T e l e s a t  h a s  no  o u t s t a n d i n g  

d e b t .  

ii. Hardware 

Telesat Canada launched i t s  f i r s t  s a t e l l i t e  i n  November 

1972 and commenced commercial  o p e r a t i o n s  on J a n u a r y  31,  

1973. Canada was t h e  f i r s t  n a t i o n  i n  t h e  wor ld  t o  

e s t a b l i s h  a  g e o - s t a t i o n a r y  domes t i c  s a t e l l i t e  s e r v i c e .  

Wi th in  T e l e s a t ' s  f i v e  y e a r s  o f  o p e r a t i o n  (1973-1977) 

t h r e e  s a t e l l i t e s  have been s u c c e s s f u l l y  l aunched .  A 

f o u r t h  was p lanned  f o r  1978--79. 

iii. Usage o f  t h e  System . + 

S i n c e  t h e  beg inn ing  o f  T e l e s a t ' s  o p e r a t i o n s ,  s e r v i c e s  



and facilities provided have been leased for message and 

broadcasting services by the Trans Canada Telephone 

System, Canadian National/Canadian Pacific Telecommunications, 

Bell Canada, ~eleglohe Canada and the Canadi~n 
r 

Broadcasting Corporation. Based on the capacity available 

on the system, satellite services have not been fully 

utilized; 'channel capacity has exceeded demand. Telesat 

has retained ownership of its earth stations and has 

followed a practice of leasing only whole radio frequency 
, 

channels. 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 

decrease costs and increase demand. 

2 

d. Proposal to Join TCTS 

ea 
By 1976 Telesat was faced with the impending expiration 

of the original contracts for usage and the further need 

to secure capital necessary 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 

renewals were not guaranteed. Further, the requirements 
+ 

for financing 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 



was the proposal for membership of Telesat in the 

- * F association of the telephone companies.. J 

The proposed agreement Gas submitted to the Minister of .a 

Communications for Cabinet approval in the fall 

The Minister responded that the government was favourable 
I - 

to the membership prop&al 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. In 

December; Telesat Canada was infoirmed of its obligation 

to have the agreement submitted to the regulatory agency, 

the CRTC, for approval. 

2. 

e. Regulatory Process 

T;>?TC, which had recently acquired jurisdiction over 

the telecommunications sector, issued notice of a public 

hearing to consider the ramifications of the proposed 
B 

Telesat-TCTS agreement and invited public 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. 17 



The a p p l i c a n t s  appealed t h e  d k c i s i o n  t o  t h e  M i n i s t e r  

f o r  Cabine t  c o n s i d e r a t i o n  and t h e  Cabine t  r eve r sed  the .  

d e c i s i o n  of  t h e  ~ o r n r n i s s i o n . ' ~  The agreement became 

e f f e c t i v e  r e t r o a c t i v e  t o  January 1, 1 9 7 7  and T e l e s a t  

Canada i s  now a  member20f t h e  a s s o c i a t i o n  o f  t e lephone  
z 

companies r e p r e s e n t  i n  TCTS. % 
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CHAPTER TWO - DEVELOPI? 

- 

JG A FRA 
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 an outgrowth of the growing 

discipline of public administration: Other policy 

#. studies have been analytic in the technical sense; they 

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 suitab18 

methodological approach. 
< 2 

-1 
Viewing the analysis as the attempt to explain a specific 

- , 

case of policy developgent in relation to a broader 
'"I. 

framework of political-economic relations,^requires 

the eoncommitant development of an analytic framework 

I wish to suggest a general framework drawing from various 

approaches to polfcy study which, when combined, provide. 

a methodological approach for the specific study of a 

policy process, allowing policy to be viewed within 

its broader political context. 



&-' Although the respective methodologies of the two - .e"- 14 
- J 

predominant streams of policy study - the prescriptionist 
- 

assessment OF options and the descriptive analysis of 
7 s -  

institutions or administrative processes - address 
dizferent que.stion5 than this inquiry proposes, since - 
their influence is at the mainstream of policy study, 

* 

their contributions will be considered for assessing 9 

the relevant factors an explanatory inquiry would address. 

1. CONSIDERING COMPONENTS OF POLICY STUDY 
RELEVANT TO AN EXPLANATORY INQUIRY 

d 
Ripley offers a distinction between policy analysis and 

policy theory, defining the former as that which seeks 

to advise on choosing alternatives and the latter on 

the explanation of why certain alterantives are chosen 

I over others. From this basis "policy analysis" would 

then be concerned with technical questions relevant 

to public administration, and "policy theory" the 

subjeat of political science. Essentially one is 
2 

- ~3 - -% 
accepting the assumptions and constraints in "which the 

policy questions arise and attempting to improve the 

process of policy-making either quantitatively or 

qualitatively. It is basically pragmakic and concerned 

with working out solutions. The other is que'stioning 

the nature of the process itself, the assumptions and 

the constraints, and may not be useful for determining 



- - C 

1 

recornmendations,~fot it leads backwards and inwards 
I % - _  

on the rationale that the insights it may provide 

are useful to addressihg bro.ader euestions of political' 

theories. This study falls In' the latter category.. 

- .  
To begin to determine the appropriate questions fay an 

WP 

explanatory inquiry, some exa-mples of the former approach 

will be offered. prescriptive policy analysis often ' 

provides specific insights or details  concerning policy 

decision-making, but it is their assumptions and directions 

which prompt questions for developing an explanation. 
6 

Policy analysts in this vein such.as Rowan and Szablowski, 

seek ,to improve the decision-making system by analyszng 

and prescribing procedural techniques. 

In "A Conceptual ~ramework" for government policy-making , 

Rowan attempts to propose a "better" means of aecision- 

making. Given that decision-making follows an input-output 

model, emphasis here is directed toward improving 

outputs both qualitatively and quantitatively. His 

method assumes choices can and should be made on a 

"rational basis1l.-+nd proposes a technique of "structural 

rationality" to facilitate the scientific method in 

decision-making, It attempts to offqr a procedural means 

for decision-makers to decide between alternatives based 

on information organized on the costs and benefits of 

/ 
4 



d 7. 

choices. Such - assumptions fail to- note lhat choices 
s. 3- 4 

involve vdluesv which cannot be easily Guantified. A 
- 

procedure for policy decisions should.'viqw choices as , 

r ,  

more than a measurement problem. Certain dhoices'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. D r ~ r . ~  In .this article, Szablowski evaluates the 

impact of a policy-making system and decisional 

technique (as exemplified in the Planning and Priority 

Board System) on the Canadian political process. {The < 
b 

PPB, assessed by measuring its decision-making process 
0 

in reference to an optimal model, is considered a,a 

improved structure for making rational choices. The 

PPB impact on the policy process is.measured by 

identifying its effects on Canadian political leadership. 

As an improved decision-making technique, Szablowski 

finds that the PPB is transforming the relationship 

between the leader (P.M.) and his supporters, from 

transactional to bureaucratic to moral, a process which 

in Szablowski's opinion, is a positive step. 



If procedures influence contept such that improved 
1 

procedural techniques facilitate better choices; there, 

is still a definitional p,roblem with "better" 'as in - - 
-- Rowan's propositions, i:e. better than what and for 

* 

.whom. Procedures are political-tools; their evaluation 

, requires an examination of their historical rationality 

and the structural relationships they manifest within 
t 

a system of power. For a model which seeks to exemplify 

the rationalist mode; its evaluative procedures are 
*. 

still largely "subjective". Further, as with Szablowski's 

l- 
analysis, there is a trend to individualistic reductionism, 

a-tendency which is oftentcarried through in the 

literature on public administration and its tendency' 

to organizational theory in the form of a "who-talks to 
5 

who" syndrome. Information channelling and the nature 
I - 

'd 

of representation (of whose interests are advocated by, 

whom, for what purpose, within the government 

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 
I 



. - 
z ' 

* on technique rather than using policy to generalize 
A 

about po14tics or to see how broader facto,rs may 

A in•’ luence "outputs". 
P A 

-- 

Another approach to policy research is concentrated on- 

describing interactions within a particular' institution 
A- 

- 

or process, for instance, the role of Cabinet, the 
- 

bureaucracy or interest groups, in formulating or 

implementing a- policy. 

L 

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

from the premise that policies determine politics, 

within a framework which acknowledges that the political *. 

system is based on the management 

legitimate coercion by the state. 

and manipulation of 

Policy, then, 
\, 

"deliberate coercion-statements attempting to set forth 

the purpose, meaning, subjects and objects of coercion'. 6 

Policy is therefore a political activity. The state's 

actions exercise legitimate coercive functions to secure 
C 

acceptance and c~mp~iance. Policy-making, Lowi suggests, - 

provides a set of parameters within which "politics" 

,takes place. It involves not just the allocation of 
A 

i values by choosing alternatives, or the allocation of 

resources as a distributive power, but also the means 

of securing compliance by exercising the legitimate 
_ r 

7 coercive powers of the state. 



- From this basis-Lowi suggests the analytical methodology 
.- 

can begin by exaning diffe-rent outputs, i.e. policies. 

It would then attempt to establish a systemic relationshi2 
, . 

_ between outputs and the diftferences in the processes 
- < 

from which they evolved. The type o'f policy can then 

be charactgrized by the nature of the process from which 

it is engendered. Each type of policy (Lowi proposes 

four-distributive, constituent, regulatory and 
5 

redistributive) develops its own characteristic policy - 

process with a corresponding arena of power, set of 
A 

relationships and level of coercion. The types of 

p6licies,- classified by their impact on society, will 

determine the political relationships and power structures 

associated with the process. 
+ 

The nature of the detailed data required to establish 

a connection between "outputs" and processes, hQnders9 

the practical application of this approach. However, 

as a conceptual tool, it provides a useful guide for A - 

consideration of policy processes. , 

The Doern and Aucion book, "Structures of Policy Makin2 , 
w- 

in Canada,' provides a series .Q•’ analyses of the roles 

-of various institutional organs at the level of the 

executive-bureaucratic arena. Beginning with Lowi's 



contention that 6utputs, policies, need to be related 
> ==_ I 

6- 

to the process and the noision of coercion, contributing 

, articles focus-on positional policies emanating from 

government structures. The editors see 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 

m a i ~  organizational units which are dominant in the 

Canadian institutional context: 

- the structure that operates in and around the 
Cabinet in the conversion of new or fundamental 

political policy issues to outputs; and 
A - 

- the structure that operates in and around the - 
.- 

bureau~racy in continuing conversion of manifest or 

latent support. 
11 

He argues that given the Cabinet system of government, - .  

understanding policy requires. foc&ing 'attention on. tBe -. .. 
executive-bureaucratic arena. 

Although Doern provides a useful analysis -qn the - 

structural and analytical changes which have taken 
> '. 

' place within the'executive-bureaucratic organs of 

government, there is little inslght into how these changes 

'alter the nature of policy-making within the overall 

political system. He fails to relate how differences 

impact upon the socio-egonomic context in terms of what 



. 
governments do and for whom. Institutional analysis 

A - 

is a critical element of policy stQdy.but needs to 

be related to the broader political framework. 
a . g  - 

k - 
Simeon's review of trends in policy study has offered 

- 
the most useful assessment bf- appropriate que^stions for 

dqtermining the relevant factors which an explanatory 

inquiry might address. Simeon has proposed that there 

is a need to "link up the study of policy with the more 

traditional concerns of political science, and in particular 

with the three most vital elements: power, conflict 

and ideology". 12 "Policy emerges from the play of 

economic, social and political f0rce.s as manifested 

in and through institutions and processes. "I3 critical 

factors operating in the larger framework wglbimpinge 
* 

and condition the immediate policy-process through 
< 

9 

such factors as the prevailing ideology, assumptions 
5 

- 
and values, structures of power and influence, patteins 

of conflict and division, and so on. 

. - 
4 

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 qccurs in a context o$ 

institutions and actors and is a function of the - 



relationships involved. An-examination of policies is 

essentially an examination of what governments do, 

how they do it, and with what effects. ,, - 

Policy, as the activity of the state apparatus, is 

formulated by bureaucrats and politicians who make 

choices, but it is through 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 -0pportunit ies and constraint's imposed by 

institutions. l4 These factors can be viewed as levels 

of constraints within which bureaucrats and politicians 
%d 

make critical choices from a limited-set of alternatives. L a - r  

b 

The choices themselves are limited to the range of 
a 

legitimacy and may often be of different orders of 

comparability, e.g. economic versus social costs and 

benefits. The resolution of such options or choosing 

imposes quantitative cornparisions. In such an imposition, I 

latent assumptions and values are made manifest, the 

results of which need to be related to who benefits. 

;I , 

The context of institutions and actbrs7within which ' * .. B -v-' 
policy occures, structures the process and therefore 

3 - 

influences it. Institutional arrangements organize the 



I _  

m .  

locus and format of policy debate; they define the 

procedures and the participants. The structuring of 

influence will depend on how and what interests are 

represented within the process of policy decision-making. 

In so doing,_the procedures and participants set the range 

of alternatives, the prioritization 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. Structures of power 
/ 

relations, patterns of conflict and prevailing ideological 
, , 

notions are factors in the broader-framework which" 

have been historically conditioned, but which impact- - 
the immediate policy process 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 conditions and patterns 

of policy which have developed an arrangement of 

economic power, a mode -of. governme-nt-industry  relation^,^ 

and dominant value assumptions. - 



Economic s t r u c t u r e s  a r e  a r e s u l t  of p a s t  g o l i ~ y  

P 
'PT 

d e c i s i o n s .  Cdr ren t  p o l i c i e s ,  whether t hey  promote 

-i 
a l t e a t i o n a l  o r  maintenance  function^; neeb. t o  be  1 

viewed i n  r e l a t i o n  t o  t h e  s t r u c t u r e  of economic power ,  
- 

' and t h e  r e l a t i o n s h i '  etween government and i n d u s t r y  
t 4 

i n  p a t t e r n s  of p o l i  ies.  I n  o t h e r  words, p"01i~y s tudy  f 
must examine t h e  r e l a t i o n s h i p  between p o l i t i c a l  and 

economic power and p o l i c y  d e c i s l o n s .  7 

4 

. > 

- 
=Y 

Popwer i s  o f t e n  e c o n o m i c a l l y ~ d e f i n e d  -as a  c o n d i t i o n  

determined by t h e  d i s t r i b u t i o n -  of  r e sou rces  and t h e '  , . 

i n f l u g n c e  it a f f o r d s  i n  t h e  a b i Z l i t y  t o  a f f e c t  d e c i s i o n s .  

p a t t e r n s  of p o l i c y  w i l d  l i k e l y  r e f l e c t  t h e  d i s t r i b u t i o n  

of powereand i n f l u e n c e .  There i s  an a s s h e d  r e l a t + o n  

between power and outcomes. f iere i s  l i t t l e  d isagreement  
a' 

t h a t  powerful '  qconomic f o r c e s  i n f l u e n c e  ~ o l i t i c a l  
'2 % 

d e c i s i o n s ,  b u t - t h e r e  i s  l i t t l e  agreement on t h e  n a t u r e  

of  t h e  process .  :-The deuelopments i n  a  s p v c  p o l i c y  - 
?. 3 .  

p r o c e s s ,  i f  viewed i n  r e l a t i o n  t o  an h i s t o r i c a l  r a t i o n a l e  

which a t t e m p t s  t o  i l l u m i n a t e  t h e  mode of  government- 
- 

i n d u s t r y  r e l a t i o n s ,  would begin t o  add res s  t h e  assumptions 
- = 

i n  t h e  r e l a t i o n  between power and p o l i c y  outcomes. 
e2 

power i s  a l s o  a func t ion  of  a u t h o r i t y  r e l a t i o n s  i n h e r e n t  - .  

i n  p r e v a i l i n g  i&a% and va lues .  The dimensions o f  
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4 . . - 

1 

- 1 0 -  

i d e o l o g i c a l  o r  va lue  c o n s t r a i n t s  c o n d i t i o n  ~ e r c e ~ t i d n s  o ,  v .  .ii 

> ,  C- , 
=d d e f i n e  l i m i t s  f o r  t h e  range  of p o l i c y  a l t e r n a t i v e s ; ,  a 

' I  

e f f e c t i v e l y  they  de te rmine  the o p t i o n s  f o r  p o l i c y  

Values may ' i n f luence  what, governme s should do; t hey  
- > 

+, se t  an .agenda o f  a t t e n t i o n .  f d d s  may i n f l u e n c e  "how" '* es 
something should -be  done,  t h e  mcans t o  ach ieye  t h e  

*.. 

d e s i r e d  ends.  P r e v a i l i n g  i d e o l o g i c a l  n o t i o n s  , a r e  
% 

> 

i n f l u e n t i a L  a t  va r ious  l e v e l s , b r o a d l y :  i n  t e r m s  of  
I I .zqr 

& 
t h e  pe rcep t ions  of t h e  roke  of  Ehe s k a t e ,  of  t h e  r o l e .  

of compet i t ion  i n  t h e  market s t r u c t u r e ,  and of  t h e  4 

't 

needs of '  t h e  individ;a l f  ve r sus  t h e  c o l l q c t i v e  community. 1 

&.d s p e c i f i c a l l y ,  for exanple, ,  i n  %&ms of c u r r e n t  economic g o  - 
' - -. 

t h & r i e s  o r  modes of a n a l y s i s  us6d t o  determine p o l i c i e s  f : 
' - 

A . .  G-3. 
\i .- ( t a x  s t r u c t u r e s ,  f i s c a l  and monetary management, . .  , - 

i . . 
i r e g u l a t a r y  a p p l i c a t i o n s ) .  Assumptions i n h e r e n t  i n  2 

3 

t h e  ideology also:•’ unc t ion  ! to remove o r  i g h o r e  q u e s t i d n s  
d 

a n d ' t h e r e f o r e  a l t e r  t h e  n a t u r e - o f  t h e  agenda. Like 
e L . - 

other n a r r i f e s t a k i ~ n s  o?.power, however, va lues -and  

ideas-need t o  be r e l a t e d  t o  t h e  groups whose i n t e r e s t s  a 

. . 
l F n i t e d  d e f i n i t i o n  i n  t h e  a n z l y s i s .  The o p e r a t i o n  of 



decision-making within the policy process is often 

where attention is addressed. The focus of analysis % 

should account for the manner in which conflicts emerge 

and are resolved. In order to make this focus, the 
_r - 

broader framework must be examined since it conditions 

and prioritizes the relationships of power and values . . 

and hence choices 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 likited function. Therefore, . 

this thesis proposes that these factors of historical 

relationships, the distribution of power and prevailing, 

assumptions need to be incorporated in the analysis-of 

policy as a process, and that it is from a*cornbination 

of methodological approaches that a framework for policy 

analysis emerges. 

2. FPJLMEWOW FOR ANALYSIS 

The framewwk for policy analysis will follow these,four 

st ages : 
- 

' 4  = 

a. the identification of &%@ participants - the 

= 
C 

public and private institutions and actors in the 

d poiicy story;? 
c \ 

S.  fhe contexg - the immediate environment from*which 
t$e issue emerges,$ow a particular issue becomes 



the focus of attention; 

c. the decision-making - the formulation, implementation 
-> 

and regulation stages in the policy process; and 

d. the historical rationale - an examination of the 
significant features $n general government-industry' 

relations and regulatory environment which 

illuminate the broader framework. 

'The first stage is the identification of he participants - .f 
in the policy story to provide a backgs&d resyrce 

- 

for tracing the public and private institutions' and 

actors in the policy developments. In the private sphere, 

the corporate interest groups with a stake in the 

decisions of policy are described in relation to. their . . 

econo@i& sector and industry structure. participant 

identification allows the interest groups to be viewed 

in terms of their resources and relative positions of 

S power. Hence, background profiles on the corporate 

actors, their interests and stakes ifi the decision-making> 

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 
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process. Presthus' study of interest groups and 

legislator interaction contends that legitimacy is a 

prerequisite to influence and that politicians' 

perceptions of lobbyists as legitimate, is enhanced 

t$rough increased interaction which "encourages the 

exchange of values and positive normative feelings". 16 

This, in turn, Presthus argues, increases 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 argue further that in order to account for various 

degrees of influence of contending interest groups, 

it is fi st necessary to see their relationship to /= 
the economy and to each other..-In the corporate sphere, 

+his begins by seeing the aliances and conflicts of 

particular interests at the intra and inter industry 

levels. 'L; 

P P - 
The.institutiona1 arrangements of the government organs 

d 

involved must also be described with respect to their . 

functions and rules of.procedure. In this way, we can &+ 

begin to see how institutions structure political 
t 

competition nd therefore policy' debate. ; Their 

? description ovides a means of examining the constraints P - = 

and opportunities that institutional arrangements . > 



present through their operating procedures. As Simeon 

has suggested, the behaviour of the bureaucratic and 

political decision-makers will reflect the pressures 

of the environment and interplay of political influence 

surrounding policy debates. Their bargaining role 

is constrained by the assumptions and values of the 

prevailing ideology and the formal role imposed by the 

institutional procedures. 

Policy liEerature concentrates heavily on attempting 

to assess the roles of government actors and their 

relative influences. The role of the bureaucracy in * 
policy formation has expanded con$llderably. Kernaghan, 

for example, has assessed the expansion of administrative 

responsibility of public servants, noting that "the 

image of the bureaucracy as a passive 

instrument of political masters serves as a convenient 

fiction". l8 Several senior civil servants have also 

contributed to policy literature, providing useful 
- 

insights and personal perceptions on the day-to-day 

political activity o'f policy formulation and implementation, 

1 e.g. Robertson on the role of the Privy Council and Prime 

Minister's Off ices ,I9 or Johnson on the- Department of 1- 

Finance and the Treasury Board. *' 4 e r n  ' s examination 

of government departments and agen L ies2' has provided - 



i n v a l u a b l e  i n s i g h t  f o r  s e a d i n g e t h e  i n s ~ i ' t u t i o n a l  ma t r ix  
, ., 

of t h e  s t a t e ;  e s t a b l i s h i n g  credence t o  t h e  n o t i o n  of  . 

government organs  performing t h e  func t ion  of i n t e r n a l  
A 

r e p r e s e n t a t i o n  of  s p e c i f i c  i n t e r e s t s .  By s ee ing  how 
, , 

t h e  i n t e r n a l  h i e r a r c h y  of t h e  governmental appa ra tus  
a 

'.- 
works i n  r e l a t i o n  t o  s p e c i f i c  p o l i c y  i n s t a n c e s ,  beg ins  

t o  demons t ra te  t h e  r e l evance  of t h e  o r g a n i z a t i o n a l  

s t r u c t u r e  i n  p roces s ing  an i s s u e .  

The second s t a g e  i s  t o  d e s c r i b e  t h e  c o n t e x t  i n  which 

an i s s u e ,  i n  t h i s  i n s t a n c e  a  p o l i c y  proposa l  f o r  t h e  

u se  and development of s a t e l l i t e s ,  emerges a t  a  g iven 

p o i n t  i n  t ime.  There a r e  numerous i s s u e s  o f  p o s s i b l e  

i n t e r e s t  t o  government, i n d u s t r y  o r  t h e  p u b l i c .  How 

a p a r t i c u l a r  i s s u e  becomes t h e  focus  of a t t e n t i o n  must 

be  addressed  by examining t h e  immediate p o l i t i c a l -  

economic-social  c o n d i t i o n s  .in which it  has  become a  

p r i o r i t y  i t e m ;  i n  o t h e r  words, one must add res s  how 
r 

t h e  agenda o f  a t t e n f i o n  i s  determined.  The s p e c i f i c  

environment of t h e  t ime has  been cond i t i oned  by . 
0 

h i s t o r i c a l  r e l a t i o n s ;  t h e  a c t o r s  and t h e  i s s u e  a l r e a d y  

have a h i s t o r y .  T h i s  i s  t h e  beginning of a  p a r t i c u l a r  

301 i c y  s t o r y .  



In establishing how a particular issue becomes an 

item of attention, it can then be related to what is 

at stake and for whom, in the possible developments of 

policy positions. Before focusing on the decision-makers, 

however, account must be taken of the influences . 

which shape the alternatives they consider, the assumptions 

they make and the kinds of action to be taken. Simeon 

suggests that what political actors assume or take for 

granted becBmes what is most Lmportant for explanation; 22 

An acknowledgement of the context from which a policy 
i 

proposal arises sets the stage for the participant actors 
I 

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 and implementation and, in the 

case of satellites, regulatory phases. From the time 

an issue becomes a subject of a policy statement or 

position of intent, the decisions of proposal, .the 

actions taken and the results following, define policy 

in praotice. These events need to be viewed as conflicts 1 

in resolution, as the complex bargaining process which 
t= 

results in policy outcomes. It is here that all the - 
other factors 

the influence 

9 

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

of interest groups, the governmental 
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essential factors for explaining policy in relation to2 

the political system. 

Attention is most. often addressed here at the level of 

the decision-makers, in explicating the interactions 

of proximate policy-makers, i.e. bureaucrats, politicians 

and interest group leaders. The literature reflects 
v 

the debate on the appropriate models for addressing 

the relevant questions for and assessment of policy 

analysis. Aucion offers a discussion of the extent of 

this debate. 2 3  Simeon suggests the process of decision- 

making becomes the focul point for incorporating and 

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 
B 

outcomes and on which we work backwards from variations 
- 

in policy outcomes to seeE explanations". 24 

The critical aspect of decision-making is the paramount 

variable 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 provides scope for ,. -. 
speculation and theorization and consequentIy the wide 

range of debate that proposed conclusion~~,about the 

process* engender. It is a problem indemic to policy 

study . 

The fourth stage is. to relate the specific policy 

developments to the broader framework and patterns Of 
, %< 

policies. Policy instances are political processes 

which efiody sets of relationships historically 

conditioned from a general pattern of government-industry 

policy relations. The significance of an historical 

rationale lies in the charactgiistics of the relationships 

it identifies, their relationship to the nature of 

power, and the dominance of certain ideas and values. 

i   he significant features in the broader framework help % 

to demonstrate how a specific policy process is 

congruent with or'd~ssimilar from established norms and 

trends in policy and political relations. Historical 

analysis thus provideqa wider scope for assessing 

and understanding the nature of the prioritization of 

criteria used in the determination oi policy decisions. 

Simeon suggests addressing patterns of policy by 

discerning or imposing order upon the dimensions of 



p o l i c y  such t h a t  t h e  p o l i t i c a l  n a t u r e  of  p o l i c y  can 

be perce ived  i n  t h r e e  dimesions.  2 5  One, t h e  scope 

of government p o l i c y ,  t h a t  i s ,  t h e  e x t e n t  of government 
I 

a s  opposed t o  i n d i v i d u a l  o r  market  d e c i s i o n s .  Two, - 
t h e  means by which gove;nments a s s u r e  approva l  o r  

\ '  compliance w i t h  t h e i r  d e c i s i o n s .  Th e e l  t h e  d i s t r i b u t i v e  

dimension,  t h a t  is ,  t h e  r e s u l t s  i n  t e r m s  of who g e t s  .. 
what from t h e  p roces s  of  p o l i c y  d e c i s i o n s  of government. 

E s s e n t i a l l y  it i s  a  ques t ion  of  t h e  r o l e  of t h e  s t a t e  

and i n  whose i n t e r e s t s  i t  s e r v e s .  S p e c i f i c  i n s t a n c e s  

o f  p o l i c y  format ion can be s i m i l a r l y  a s s e s s e d ~ a n d  r e l a t e d  

t o  t h e  broader  f e a t u r e s  a s  evidence f o r  de te rmin ing  ... 1 

t h e  l a r g e r  q u e s t i o n  of  t h e  r o l e  of t h e  s t a t e .  

From t h e  examination o f  a  c'ase s tudy ,  c e r t a i n  r e l e v a n t  

+ f e a t u r e s  emerge which sugges t  q u e s t i o n s  f o r  r . e l a t i n g  

one c a s e  t o  ano the r  and f o r  developing a  framework f o r  
k 

vi-ewing p o l i c y  i n  r e l a t i o n  t o  poli t ical- .  
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PART TWO - ELEMENTS OF POLICY 

e. 

> * 

CHAPTER ,THREE - THE PARTICIPANTS - INSTITUTIONAL ARRANGEMENTS 

1. INDUSTRY AND MARKET STRUCTURE 
q 

The fo l lowing  d a t a  p rov ides  a b r i e f  i d e n t i f i c a t i o n  of t h e  

a c t o r s  i n ' b o t h  t h e  p u b l i c  and p r i v a t e  i n s t i t u t i o n a l  

arrangements  r-elevan-olicy I n  t h e  p u b l i c  
.3 

sphe re ,  t h e  qovernment branches  i n  the . o rgan iza t iona l  . 

& s t r u c t u  e which a r e  c e n t r a l  t o  poIicy-making i n  t h e  s p e c i f i c  f - :  
f i n s t a n c e  o f  t h e q i s s u e  of  s a t e l l i t e s  i n  t h e  1960 ' s  w i l l  be  

h- 

i d e n t i f i e d .  I n  thk - ~ r i v % t e  sphere ,  it w i l l  be  t h e  c o r p o r a t e  

i n t e r e s t s .  r e l e v a n t  t o x t h a t  t i m e  and i s s u e  and t h e i r  l o c a t i o n  

i n  t h e  market s t r u c t u r e .  The a c t o r s  change wi th  t h e  i s s u e s  

and ' f u r t h e r  i n t r p d u c t i o n s  w i l l  be i nco rpo ra t ed  as t h e  p o l i c y  - 

s t o r y  un fo lds .  
' , 

I- 

a-. Th& Telecommuni.ca.tions Carriers 

. Immediately p r i o r '  t o  t h e  s t a b l i s h m e n t  of a s a t e l l i t e  system 
. . - e 

8 + 
i n  Canada, n a t i o n a l  telecommunications were dependeht . 

* 
upon two o r g a n i z a t i o n s ,  t h e  Trans  Canada Telephone' System' 

and canadzan N a t l o n a l / ~ a n a d i ~ ~  P a c i f i c  Telecommunications. 

I n t e r n a t i o n a l l y ,  t h e  Crown c o r p o r a t i o n ,  Canadian Overseas 

;" 
T e l e c o ~ u n i c ~ t i o n s  Corpora t ion  (now Teleglob6) a • ’  f  o r d s  

ove r seas  co6 rkn ica t ion  lings-- w i t h  Canadian u s e r s  by c a b l e ,  
? 

s 

rad io- te lephone ,  r a d i o ,  t e l e g r a p h  and sa te l l i fe  s u b j e c t  
. . 

t o  t h e  p r o v i s i o n s  of t h e  I n t e r n a t i o a a l  Telecommunications / ..' 
Convention. The domes t ic  duopolyfof  TCTS and CN/CPT 

I 

provided t h e  nat ionwide networks f o r  t e lephone ,  t e l e g r a p h ,  - 



t e l e v i s i o n ,  

f o r  de,fense 
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d a t a  t r ansmis s ion  a n d ' s p e c i a l i z e d  s e r v i c e s  

purposes .  - . ,  

b 

. . , - 
The telecom i n d u s t r y  has  been s t r u c t u r e d  by t h e  h i s t o r i c a l  

- 
1 founda t ions  If& c l a s s i f i c a t i o n  by type  of s e r v i c e ,  

1 

fundamentally telep,hone o r  t e l e g r a p h .  These s e r v i c e s  

were prov ided ,by  s e p a r a t e  f i rms  wi th  e x c l u s i v e  monopolies . 
over  t h e  t e r r i t o r i e s  t hey  se rved .  P u b l i c  message t e l ephone  

and p u b l i c  record  te legrap> s e r v i c e s  were cons idered  

p u b l i c  u t i l i t i e s -  whose a c t i v i t b  are r e g u l a t e d  by f e d e r a l  

o r  p r o v i n c i a l  agenc ies .  T r a d i t i o n a l  > regu la t ion  o f  t h e  

te lecom s e c t o r  has been based f o r  the most p a r t  on t h e  

aconomic p r i n c i p l e s  of  r a t &  r e g u l a t i o n ,  

The e s t abb i shed  market s t r u c t u r e  has developed i n  accordance 
v 

with  t h e  concept  of " n a t u r a l  monopolies". S ince  t h e  

t r a d i t i o n a l  p r o v i s i o n  of longhaul  t e lephone  and t e l e g r a p h  . , 

s e r v i c e s  has  been undertaken i n  s e p a r a t e  monopoly s p h e r e s ,  
\ 

with  CN/CP and Trans ~ a n = . d a  ~ e l e ~ h o n e  System both  o p e r a t i n g  
' 

microwave systems f o r  t h e i r  r e s p e c t i v e  .\ u n c t i o n s ,  t h e  

p r o v i s i o n  o f - o t h e r  t e l & c o m u n i c a ~ i o n s  s p e c i a l i z e d  s e r v i c e s  
- 

n a s  become t h e  compet i t ive ,  sphere  of ;these two s u p p l i e r s .  
t 

The p o l i c y  developed by t h Q ~ e p a r t m e n E ,  of  . ~ o w u n i c a t i o n  
- 

relating t o  l i c e n c i n g  of  microwave sys tems  h a s  r e s t r i c t e d  
-7 Q 

ZEzry t o  s p e c i a l i z e d - c o ~ m o n  c a r r i e ' r s  (un l fke  United S t a t e s  

-+ - .  - , , , ~ s y ) ,  .The j u s t i f i c a t i o n  f o r  t h i s  p o l i c y  i s :  . 

"That both t h e  sFectrum and investment  c a p i t a l  ' 

a v a i l a b l ~ , e . , t o  the i r ;dustr$ a r e  scar .ce  r e s o u r c e s .  
- 

' F - ~ r e q e r  t h e r e  is a zeed t o  ensare t h e  economic 



and o p e r a t i o n a l  s t r e n g t h  o f  t h e  e s t a b l i s h e d  , 
p u b l i c  telecommunications systems i f  t hey  
a r e  t o  s e r v e  ~ a n a d a , ' e f f e c t i v e l y .  " 2 -  

a 

Consequently new s e r v i c e s  ana f a c i l i t i e s  b e a g  in t roduced  

azedependent upon t h e  i n i t i a t i v e  o f  t h e  e s t a b l i s h e d  common 

c a r r i e r  i n s t i t u t i o n s .  The innova t ive .  s e r v i c e s  and f a c i l i t i e s  

a s s o c i a t e d  wi th  d a t a  t r ansmis s ion  have r a i s e d  c o n t e n t i o u s  . 

i s s u e s  r e g a r d i n g  who has  j u r i s d i c t i o n  over  t h e i r  p r o v i s i o n ,  

and have complicated t h e  r e g u l a t o r y  .sphere  wbere t r a d i t i o n a l  

monopoly e n t e r p r i s e s  became engaged 

c c m p e t i t i v e  s e r v i c e s .  P o l i c y  h a s  t h u s  f a r  r e s t r i c t e d  

com6et i t ion  t o  t h e  two major  s u p p l i e r s ,  b u t  i t s  j u s t i f i c a t i o d  
w 

hzs  become i n c r e a s i n g l y  i n  q u e s t i o n .  
1 

4 
TF.2 I r - t e r im Report  on Competi t ion Po l i cy  , J u l y  1969;  by t h e  , 

Z c m o n i c  Council  of Canada had s t a t e d :  
.,. 

"The danger t h a t  r 6 g n l a t i o n  may work more -as  ah 
brake than  a  sbe fk  abso rbe r  must be c o n s t a n t l y  * -  

guarded a g a i n s t .  ". . . " I n  any dynamic economy, 
new i n s t i t u t i o n s ,  new i n d u s t r i e s  and new 
produc ts  ,are c o n s t a n t l y  s p r i n g i n g  up, sometimes 
a r o v i d i n g  compet i t ion  i n  a r e a s  p rey ious ly  . ?; r 

cons idered  to be  t h e  p re se rve  o f  n a t u r a l  
monopolies and t h e r e f o r e  s u b j e c t  t o  f a i r l y  
c l o s e  r e g u l a t i o n .  Unless a  
i s  k e p t - f o r  t h e  emergence of  
:he r e g h l a t i o n s  may p reven t  t h e  e s w l i s h e d  - .  

- 
i l r n s  from responding a p p r o p r i a t e l y  t o  t h i s  new I 

c o n 2 e t i t i o n .  " 1 

> 

7r.s a s suxp t ion  which remaineg Guest ionable  was how competitive 

3 
2 2 3  ~r x l i l  ti+-o suppliers 

4 

- - L '- -,. --,e r a p i d l y  i?nova t i?g  s e c t o r  'of t h e  economy i n  te lecom 
__J --- * - 

* - v - -  - 3=-,-ces, t h e r e  has Been c b n s i d e r a b l e  concern t h a t  
r 

I . l  

A 

? 

4 

- 
- -- 5 



monopol is ts  should b e  denied ,any assurance  t h a t  t h i s  

p r o t e c t e d  s t a t u s  i s  perpeGua1 6r ' i r r evocab le .  Technologica l  

'r advances .tend t o  e rode  t h e  e s t a b l i s h e d . m a r k e t  s t r u c t u r e ,  
J 

develop new markets and c r e a t e  6 w  o p t i o n s  f o r  supply ing  
--? 

s e r v i c e s  t r a d i t i o n a  l y  provided by t h e  r e g u l a t e d  k I 
1 

. d monopol is ts .  New s e r v i c e s  r e l a t e d  t o  d i t a  t r ansmis s ion  

and c a b l e  t e l e v i s i o n  a r e  b l u r r i n g  t h e  o ld lbounda r i e s  f o r  

c l a s s i f i c a t i o n  of s e r v i c e  c r e a t i n g  new r e g u l a t o r y  i s s u e s  

L o v e r  j u r i s d i c t i o n  and acces s  t o  t h e s  new l u c r a t i v e  markets.  
( 

S a t e l l i t e s ,  l i k e  ~ o s t  i nnova t ive  t echnb log ie s ,  ha,ve t h e  p o t e n t i z l  

t o  a l t e r  e x i s t i n g  market s t r u c t u r e s .  
4 

The fo l lowing  i s  a b r i e f  d e s c r i p t i o n  of t h e  major i n d u s t r y  
5 

9 

p a r t i c i p a n t s  i n  t h e  telecommunications c o r p o r a t e  s t r u c t u r e  

p r i o r  t o  t h e  i n c e p t i o n  of T e l e s a t  Canada. 

Canadian National/Canadian P a c i f i c  Telecornmunications i s  

t h e  j o i n t  under tak ing  of t h e  t w o .  major r a i l r o a d  companies 

whicl-i had provided p u b l i c  message ' t e legraph  s e r v i c e s ,  

t o  a somewhat compe t i t i ve  degree ,  u n t i l  i n t e g r a t e d  i n  1967 

a s  a consort ium. Though t e l e g r a p h  message s e r v i c e  i s  

h i s t o r i c a l l y  a s s o c i a t e d  w i t h  r a i lway  under tak ings , .  CN/CPT 

has a l s o  moved i n t o  t h e .  p r o v i s i o n  o f  t e lephone  s e r v i c e s  

i n  a r e a s  of n o r t h e r n  B . C . ,  Yukon and Newfoundland, where 
-, * 

r: 

s e r v i c e  had n o t  been o f f e r e d  by e x i s t i n g  te lephone  companies. 

Recent ly ,  it has  been moving toward i n t e g r a t i o n  by a c q u i r i n g  



2 5 %  i n t e r e s t  i n  Computer Science ~ a n a d a . ~  ( U . S .  p a r e n t  

company i s  Computer Science Corpora t ion . )  

d 

With C N / C P ' ~  l i c e n c e  f o r  a  microwave system i n  1963-1964, 
'/-% ,--+-+- . , 

and t h e  growing(market f o r  d a t a  t r ansmis s ion ,  CN/CP r e a c t e d  
,- 

,n q u i c k l y  i n  e s t d b l i s h i n g  a  c o r n e r  on t h e  p r o f i t a b l e  
9 
,+-' s p e c i a l i z e d  s e r v i c e s  marke t ,  w i th  40-50% of  i t s  c u r r e n t  

/' i* 

6  revenues  be ing  a s s o c i a t e d  w i t h  d a t a  t r ansmis s ion .  . , 

(Its futur ;  p r o f i t a b i l i t y  and compet i t ive  s t a t u s  i n  t h i s  

market  i s  l a r g e l y  dependent .upon t h e  c u r r e n t  i s s u e  of " 

a l lowing  t h e  CN/CP network t o  i n t e r c o n n e c t  w i th  t h e  Trans  

I ~ a n a d a  Telephone System s o  t h a t  CN/CP can have a c c e s s  t o  

t h e  l o c a l  d i s t r i b u t i o n  f a c i l i t i e s .  ) 

The. amalgamation of  a  p r i v a t e  e n t e r p r i s e  w i t h  a  Crown 

c o r p o r a t i o n  has n o t  had s i g n i f i c a n t  e f f e c t  on t h e  o p e r a t i o n  - 

' o f  t h e  j o i n t l y  owned hybr id  i n s t i t u t i o n .  I n  f a c t ,  t h e  

p u b l i c  e n t e r p r i s e  has  been c h a r a c t e r i z e d  a s  " n o t  u n l i k e  
k 

a  p r i v a t e  u t i l i t y  seek ing  dynamic new r o l e s " .  7 

The common c a r r i e r  b u s i n e s s  of  CN/CPT ha? been r e g u l a t e d  , 
i 

by t h e  Canadian Transpor t  Commission, u n t i l  t h e  r e c e n t  , 

swi tch  i n  j u r i s d i c t i o n s  of  a u t h o r i t y  over  t e l e c o m m u n i c ~ t i o n s  

t o  t h e  CRTC. 
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ii. Telephone Companies 

  he Trans Canada Telephone System i s  composed o f t h e  

majormtelephone companies . in  Canada, t h e  most eminent o f  - 

t h e s e  be ing  B e l l  Canada. 

B e l l  Canada 
A 

B e l l  Canada has  c o n t r o l  over  i n t r a - p r & i n c i a l  and 

exchange s e r v i c e  i n  i t s  o p e r a t i n g  a r e a s  i n  On ta r io ,  

Quebec, and through i t s  s u b s i d i a r i - e s ,  i n  t h e  A t l a n t i c  

Provinces .  B e l l  Canada, a s  of 1975-1976, i s  t h e  l a r g e s t  

i n d u s t r i a l  c o r p o r a t i o n  i n  Canada, whether ranked by a s s e t s  

o r  n e t  income. ' I n  t e r m s  o f  revenues ,  it ranked f i f t h  

behind Ford Motors, General  Motors, Imper ia l  O i l  and 

Canadian ~ a c i f  i c .  Shareholdings  i n  B e l l  have been widely  

' d i s p e r s e d  and, a l though  AT&T owned 25% of B e l l ' s  s h a r e s  

i n  t h e  1 9 3 0 t s ,  t h a t  has  s i n c e  diminished t o  j u s t  over  2% 

of  t h e  common s h a r e s .  lo Though s t u d i e s  o f  B e l l  Canada 

have r a r e l y  a l l uded  t o  A T & T 1 s  s t o c k  ownership a s  having 

in f luenced  t h e  behaviour  of  t h e  f i rm ,  l1 it remains 

impor tan t  t o  p o i n t  ou t  t h a t  t h i s  i s  t h e  l a r g e s t  f o r e i g n  

s i n g l e  block of  s h a r e s  he ld  by one p a r t y .  

I n  a d d i t i o n  t o  i t s .monopoly s e r v i c e s  i n  On ta r io  and Quebec, 

B e l l  Canada c o n t r o l s  s i x  o t h e r  major companies, Newfoundland 

Telephone, I s l a n d  Telephone, Maritime Telephone and 
..I 



Telegraph,  New Brunswick Telephone, Northern Quebec 

Telephone and Northern Telephone Company. The B e l l  

group c o n t r o l s  70% of a l l  t e lephones  i n  Canada, w i th  B e l l  

i t s e l f  c o n t r o l l i n g  over  60%. - ( B e l l  a l s o  now h o l d s  e" 
- ~. . 

24.6% o f  T e l e s a t . )  

B e l l  i s  v e r t i c a l d y  i n t e g r a t e d  w i t h  i t s  communications 

equipment manufacturer ,  Northern E l e c t r i c  (now Northern 

Telecommunications and ~ e l l / ~ o & e r n  Research) .  B e l l  , 

a l s o  h a s  an arrangement wi th  AT&T f o r  a c c e s s  t o  t h e  

13  r e s e a r c h  and development o f  B e l l  Systems L a b o r a t o r i e s .  . b 
Being a f e d e r a l l y - c h a r t e r e d  c o  I pany, B e l l  comes under 

f e d e r a l  r e g u l a t o r y  j u r i s d i c t i o n .  

B r i t i s h  Columbia Telephone 

This  i s  t h e  o t h e r  f e d e r a l l y - c h a r t e r e d  and f e d e r a l l y -  

r e g u l a t e d  t e l ephone  company i n  Canada. It provides  

monopoly te lephone  s e r v i c g  t o  B r i t i s h  Columbia i n  
1 

con juc t ion  wi th  i t s  wholly-owned s u b s i d i a r y ,  Okanagan 

~ e l e p h o n e s .  General  Telephone and E l e c t r i c ,  t h e  United 

S t a t e s  p a r e n t  company which i s  secbnd i n  t h e  u n i t e d  S t a t e s  

on ly  t o  AT&T, h o l d s  100% of Anglo Canadian Telephones 1 4  

which c o n t r o l s  Quebec Telephones and B r i t i s h  Columbia, 

and account.s f o r  11% of a l l  t e lephones  i n  Canada. 15 

General  Telephone and. E l e c t r i c  a l s o  c o n t r o l s  t h e  manufactur ing 



s u b s i d i a r i e s ,  Automatic E l e c t r i c  ( ~ a n a d a < ~ ~ l v a n i a  

E l e c t r i c  (Canada) and Lenkurt  E l e c t r i c  (Canada). I t  _ 
a l s o  o p e r a t e s  two s u b s i d i a r y  companies, Dominion D i r e c t o r y  

and Canadian Telephone and Supp l i e s  Ltd. ,  bo th  o f  which 

s e r v e  B r i t i s h  ~ o l u m b i a  Telephone. 1 6  
- 

B r i t i s h  Columbia Telephone, by arrangement through General  
V 

Telephone and E l e c t r i c ,  has  a c c e s s  t o  r e s e a r c h  and 

manager ia l  f a c i l i t i e s  of t h e  "Gray Group", a consor t ium . , 

of independent t e lephone  cbmpanies i n  t h e  u n i t e d  S t a t e s  

which have c e n t r a l i z e d  t h e i r  r e s e a r c h  and development 

e f f o r t s .  17 +.. 

Others  

Telephone s e r v i c e s  i n  t h e  p r a i r i e  p roy inces  a r e  provided 

by publicly-owned c o r p o r a t i o n s .  The A t l a n t i c  p rov inces  

and Manitoba and Albe r t a  have p r o v i n c i a l  r e g u l a t o r y  

a u t h o r i t i e s  over  k h e i r  t e lephone  companies, whi le  Saskatchewan 

Telephone i s  s e l f - r e g u l a t e d  by means of a Cabinet-appo,inted 

d i r e c t o r  2s Min i s t e r  of  Telephones. 18 

iii. TCTS 

The Trans Canada Telephone m was e s t a b l i s h e d  i n  

1931 a s  a consort ium of t h e s e  te lephone companies, 

t o  c o n s t r u c t  and o p e r a t e  long  d i s t a n c e  f a c i l i t i e s  on a 

coas t - to -coas t  bas is . , - -Each of t h e  p r e s e n t  n i n e  TCTS 
e 
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member companies i s  a f u l l y - i n t e g r a t e d  te lephone  company, 

p rov id ing  bo th  exchange and 4ong d i s t a n c e  telecommunications 

s e r v i c e s  w i t h i n  an  o p e r a t i n g  t e r r i t o r y  conf ined by a i w  
-, 

s i n g l e  'province,  . excep t  B e l l .  Within t h e  p rov inces ,  

t h e  s m a l l e r  t e l ephone  comp ies expec t  t o  be  r e p r e s e n t e d  9 
by t h e  a p p r o p r i a t e  TCTS m e  er i n  

agreements and o t h e r  Trans d a d a  

The Trans Canada Telephone System 

m a t t e r s  o f  connec t ing  

Telephone system f u n c t i o n s .  
- 

consor t ium i s  seen t o  

s e r v e  two purposes f o r  i t s  members: 
.\ 

- i t  e s t a b l i s h e s  t h e  necessary  s t anda rds ,  p lanning ,  \ 

c o n s t r u c t i o n  and o p e r a t i o n s  f o r  a n a t i o n a l  networ 

i n  c o o r d i n a t i o n  wi th  United S t a t e s  c a r r i e r s  and ', 

Teleglobe;  and 

- it p rov ides  t e c h n i c a l  and market r e s e a r c h  f u n c t i o n s  

more e f f i c i e n t l y  through j o i n t  a c t i o n .  

TCTS owns no c a p i t a l  o r  hardware. Each member company 

. i s  r e s p o n s i b l e  f o r  c o n s t r u c t i o n  and ope ra t ion  of i t s  

f a c i l i t i e s .  The members s h a r e  ' t he  a d m i n i s t r a t i v e  and 

s e r v i c e  expenses  of  TCTS and s h a r e  i n  t h e  p r o f i t s  of  

t h e  Trans Canada Telephone System i n  accordance wi th  a 

Revenue Se t t l emen t  Plan a s  determined by t h e  board of 

management of t h e  TCTS. The Trans  Canada ~ e l e p h o n e  System 

p r i d e s  i t s e l f  on o p e r a t i n g  on a consensus b a s i s  where each 
. , 

member has  a v e t o  power. 19 ' 



The two most important points about the Trans Canada Telephone 

system are: . 

- that Bell, bEcause of its strength and holdings 

industry, has played a major and prominent role 
- .  

- 

in the 

influencing the direction'of TCTS operations; and 

- that there is no regulatory review of TCTS because it is 

not a legally 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 the equipment 

manufacturing sector. The Canadian telecom manufacturing 

industry is composed of: two large manufacturing organizations, 

each integrated with a large Canadian carrier (Bell and GTE), 

approximately a dozen substantial non-integrated companies, 

and a variety of small, specialized companies. 2 0  

- The affiliates of Bell and GTE, i.e. Northern Electric (now 

Northern Telecom) and Automatic Electric, control at least 

70% of the manufacturing activity in telephone and telegraph 
'+ 

equipment. The larger non-integrated companies . incAde RCA, 

~ollins Radio, Canadian General Electric, Canadian 

Westingshouse, Canadian Marconi, Phillips Electronic 



I n d u s t r i e s  and Canadian 

r U.S. owned, manufac tu re  

o r g a n i z a t i o n .  The U . S .  

p r o d u c t i o n  i n  Canada.. 21 

W i r e  & Cable .  Those which a r e  

' p r o d u c t s  des igned  by t h e  p a r e n t  

p a r e n t  -company 

Though the.  Telecommission s t u d y  on t h e  
P 

rnanufactuqing s e c t o r  remarks  t h a t  " t h e  

a s s i g n s  p r o d u c t s  f o r  

t e l ecom equipment  
* .  

e l e c t r i c a l  i n d u s t r y  

i s  t h e  b a s e  upon which t h e  n e x t  s t a g e  o f  o u r  i n d u s t r i a l  and 
2 .  

c u l t u r a l  development  w i l l  grow". 2 2  t h e  manner i n  which 

growth t a k e s  p l a c e  w i l l  b e  d i r e c t e d  by t h e  i n d u s t r y ' s  + 

s t r u c t u r a l  c o n s t r a i n t s  a s  t h e  chairman o f  Nor the rn  E lec t r ic  s t a t e d :  - 
/ 

"The Canadian problem i s  t h a t  t echno logy  and  
' ) innova t ion  from t h e  p a r e n t  c o r p o r a t i o n  and 

' ,  / o t h e r  e a s i l y  a c c e s s i b l e  s o u r c e s  have been s o  
' r e a d i l y  a v a i l a b l e ,  and s o  economica l ly  

a t t r a c t i v e  i n  t h e  s h o r t  t e r m ,  t h a t  t h e  growth 
o f  s y s t e m a t i c  broad based ind igenous  i n n o v a t i o n  
and t e c h n o l o g i c a l  c a p a b i l i t y  h a s  been' s e v e r e l y  
i n h i b i t e d . "  2 3  

\ 
The common c a r r i e r s '  p o s i t i o n  t o  m a i n t a i n i n g  t h i s  

r e l a t i o n s h i p - i s  u s u a l l y  a rgued  on t h e  b a s i s  t h a t , o w n e r s h i p  
3 

o f  m a n u f a c t u r i n g  s u b s i d i a r i e s  c o n t r i b u t e s  t o  i n t e r n a l  

p l a n n i n g  and c o o r d i n a t i o n .  Owning t h e i r  equipment--  

s u p p l i e r s ,  t h e y  s a y ,  i s  m a i n t a i n i n g  sys tem i n t e g r i t y  which  

i s  e s s e n t i a l  t o  t h e i r  o p e r a t i o n  and e f f e c t i v e  c o s t  s a v i n g s .  
. d- 

T h i s  p o s i t i o n  i s  s u p p o r t e d  by t h e  economies o f  s c a l e  h 

argument ,  e s s e n t i a l l y  an e l a b o r a t i o n  on t h e  " b i g g e r  is  

b e t t e r "  theme. 2 4  Counter  t o  t h i s  p o s i t i o n  i s  t h e  argument  

t h a t  such  i n t e r n a l  dependenc ies  i n h i b i t  i n n o v a t i o n  and 
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e 

reduce t h e  v i a b i l i t y  of a compet i t ive  manufactur ing 

s e c t o r .  2 5  p r o p o s a l s  t o  change t h i s  s i t u a t i o n  sugges t  

t h a t  e i t h e r  r e g u l a t i o n  should ektend t o  t h e  s u b s i d i a r y  
- * 

o r  more p r o g r e s s i v e l y ,  t h a t  t h e r e  should be d i v e s t i t u r e  * 

of t h e  a f f i l i a t e s .  
3 '  

D i v e s t i t u r e  con t inues  t o  be a c o n t e n t i o u s  i s s u e .  The ) 
Res t r i c t i -ve  ~ r a d e  P r a c t i c e s  Commission i s  c u r r e n t l y  

rec'bnsi8ering s-uch arrangements w i t h i n  t h e  te lecom i n d u s t r y .  

B e l l  has  p rev ious ly  s t a t e d  i t s  p o s i t i o n  t o  ' t h e .  Royal 

Commission on% Corporate  Concent ra t ion .  .- 

"Be l l  Canada submits  t h a t  our  count ry  simply 
cannok a f f o r d  exper iments  t h a t  a f f e c t  o r  . 
c o n s t r a i n  t h e  v i t a l  te lecom system--the nerve  
system of o u r  economy and of ou r  soc i e ty - -  
wi thout  a  thorough e v a l u a t i o n  of t h e  consequences.  ... If s h o r t  term a c t i o n s  taken  i n  t h e  name o f  
t h e  p u b l i c  i n t e r e s t  make long  range p l a n s  and 

k e  

l a r g e  c a p i t a l  'commitments n e i t h e r  f e a s i b l e  n o r  
a t t r a c t i v e ,  t hen  g r e a t  damage i s  done. Such 
a  development would be  c o n t r a r y  t o ' t h e  p u b l i c  
i n t e r e s t  a t  the b e s t  and d i s a s t r o u s  a t  t h e  
wors t . "  2 6  . . 

-+ - * d  . 

Althodgh the kmufac tu r ing /o r  of. t h e  te leco*  indugt ry  

produces and sells n e a r l y  e v e r y - k i n d  of dev ice  o r  system 

r e q u i r e d ,  and provides  t h e  necessary  eng inee r ing  requi rements  
- 1  

&. 
F 

(except  f o r  computers) needed f o r  domestic markets ,  t h e  

" h e a l t h "  o f  t h e  i n d u s t r y  i s  s a i d  t o  be  dependent on e x p o r t  - 

produc t ion .  2 7  The promotion o f  e x p o r t s  r e q b i r e s  
P 

coopera t ion  and coo rd ina t ion  of  government and i n d u s t r y  

i n i t i a t i v e s .  The Telecomrnission s tudy  r epo r t ed  t h a t  t h e  



i 

. . i n d u s t r y  had commented favourab ly  -. upop/lmprovements i n  

p r a c t i c e s  _and measures of  t h e  Department o f  I n d u s t r y ,  

Trade andLCommerce t o  a s s i s t  the, i n d u s t r y  towards i t s  

growth ob j e c t i v e i  of p e n e t r a t i n g  i n t e r n a t i o n a l  markets.  

F u r t h e r :  . 

" t h e  f u t u r e  o f  t h e  i n d u s t r y  depends on i t s  
c a p a b i l i t y  t o  expand i t s  f a c i l i t i e s  and 
c a p t u r e  l a r g e r  markets .  Tomorrow's s a l e s  
depend on y e s t e r d a y ' s  Research and Development". 28 

This  s e c t o r  t h e r e f o r e  had s i g n s f i c a n t  i n t e r d s t  i n  t h e  

development o f  a  s a t e l l i t e  program. The technology be ing  . 
developed through r e s e a r c h  and development e f f o r t s  

r e q u i r e d  a  market .  

i. Manufacturing Companies 
* 

Northern E l e c t r i c  
6 

Northern E l e c t r i c  ( o r  Northern Telecom a s  i t  is now c a l l e d )  
P 

is  a  wholly-owned s u b s i d i a r y  of B e l l  ~ a n a d a  and the-dominant  

f i r m  i n  t h e  Canadian e l e c t r i c a l  equipmen* manufactur ing 

i n d u s t r y .  c 

+ - -  From 1895 t~ 1956, k t h e r n  E l e c t r i c  was t h e  Canadian 

ex t ens ion  of Western ~ l e c t r i c ,  t h e  manufacturing a f f i l i a t e  

of  AT&T, t h e  B e l l  System i n  t h e  United S t a t e s .  Forced 
' P  

by t h e  U . S .  a n t i - t r u s t  cqnsen t  d e c r e e  i n  t h e  19501s ,  it 

was severed  from t h e  U . S .  p a r e n t  and e v e n t u a l l y  was acqu i r ed  

in f u l l  by B e l l  Canada. 2 9  P r i o r  t o  1960, 90% of 

- produc t ion  des igns  and manufacturing in format ion  was 

-. 



from t h e  U.S. p a r e n t  system. .By 1970, f o r e i g n  des ign  

impor t s  a r e  s a i d  t o  be  a t  t h e  l e v e l  of on ly  1%. 30 

c, 

b 

Since  1961, Northern E l e c t r i c  has  been involved i n  s t u d i e s  

r ega rd ing  s a t e l l i t e  communications, p r i n c i p a l l y  t h e  

i n v e s t i g a t i o n  of modulation methods and m u l t i p l e  access 
I 

t echniques .  I n  1962, rresearch became direct3ed- toward 

ground t e rmina l s  and,  between 1964 and 1966, i n  t r a c k i n g  
0 .  

systems.  I n  1965, Northern ~ l e c t r i c ,  i n , c o o p e r a t i o n  w i t h  

B e l l ,  conducted a " technical  and economic s tudy  (commissioned ' 

by t h e  Department of Transpor t )  (Hughes A i r c r a f t  a l s o  c o n t r i b u t e d  

.one s e c t i o n )  of  s a t e l l i t e  cornmunications systems forF' telephon.e,  , 

kel-egraph and t e l e v i s i o n  s e r v i c e s  i n  t h e  n o r t h .  A . 
- .. 

s i g n i f i c a n t  endeavour w a s  i t s  p a r t i c i p a t i o n  i n  t h e  

e s t ab l i shmen t  of an exper imenta l  A r c t i c  e a r t h  s t a t i o n  i n  

,1966  which w a s  c a r r i e d  o u t  i n  c l o s e  a s s o c i a t i o n  wi th  t h e  53 

31 Department of Transpor t .  
% 

Northern E l e c t r i c  had teamed wi th  Hughes a i r c r a f t ,  a  
< v, 

- l eade r  i n  t h e  United S t a t e s  space  program, through t e c h n i c a l  
- < 

s e r v i c e , l i c e n c e s  f o r  t h e  u se  of  ~ u g h e s '  s a t e l l i t e  . 
t e ~ h n o l o g y . ~ ~  By 1968, Not thern E l e c t r i c  and ~ u g h e k  had 

/ 

%+ 
% 

% i n  Canada thB a b i l i t y  to d e s i g n ,  and manufacture s a t e i l i t k  

n e g o t i a t e d  a  l icence '  agreement w i th  t h e  aim of  e s t a b l i s h i n g  / r 

, 
systems.  33 These arrangements  a r e  s i g n i f i c a n t  i n  l i g h t  

of t h e  cont roversy  surrounding the awarding of c o n t r a c t s  

i n  e s t a b l i s h i n g  T e l e s a t .  
L J -  - 



R.C.A. Canada 
& 

4' 

. / 
R.C.A. danada i s  a branch p lan< of t h e  p a r e n t  m u l t i n a t i o n a l  

. . 
based i n i f h e  United S t a t e s .  (R.C.A. was one o f  t h e  f o u r  

p r i n c i p a l  sha reho lde r s  i r t t h e  e s t ab l i shmen t  of  Comsat.) 

The Canadian s u b s i d i a r y  i s  one of  t h e  major companies 

i n  t h e  telecommunications equipment s e c t o r  of  t h e  

m a n u f a c t d i n g  s e c t o r .  It produces hardware f o r  t e l e v i s i o n  

and r a d i o  r e c e i v e r s ,  r a d i o  communications equipment and 

t e l e v i s i o n  and r a d i o  b roadcas t ing  and d i s t r i b u t i o n  

equipment. 34 

- .  

R.C.A. acqui red  e x p e r t i s e  i n  t h e  f i e l d  of  s a t e l l i t e  

technology through r e s e a r c h  and development under taken 

i n  conjunc t ion  w i t h  t h e  Defence ~ e s e a r c h  Board w h i l e  

p a r t i c i p a t i n g  i n  t h e  NASA space  program. There ,  R.C.A.  
.i- 

w a s  involved i n  t h e  produc t ion  of components f o r  Relay I ,  
<7 

an exper imenta l  s a t e l l i t e ,  and subsequent ly  i n  t h e  
1 

~ l o u e t t e - 1 s . i ~  series. I n  1963, R.C.A. was awarded t h e  

prime c o n t r a c t  f o r  A l s u e t t e  I1 and was t h e  major 
t - 

p a r t i c i p a n t  i n  s e t t i n g  up t h e  f a c i l i t i e s  a t  M i l l  v i l l a g e  ' 

f o r  t h e  I n t e l s a t  System i n  a s s o c i a t i o n  wi th  t h e  Department 

35 - of T ranspor t  and Northern E l e c t r i c .  

7 
--% - - - 

AS a r h s u l t  of  t h e  ~ l o u e t t e - l s i s  program, R.C.A. had 
1 - ,  

developed a s p a c e c r a f t  c e n t r e  i n  Montreal capable  of 
-r/ 
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d e s i g n i n g ,  c o n s t r u c t i n g  and t e s t i n g  complex s p a c e c r a f t .  

Between 1950 and 1966,  R.C.A.  had i n v e s t e d  2 9  m i l l i o n  

d o l l a r s  i n  a  commitment t o '  s pace  works ( 9  o f  which w e r e '  

i n  1 9 6 5 ) .  36  I ts  o p e r a t i o n s  were c o n c e n t r a t e d  i n  s p a c e  

r e s e a r c h  s a t e l l i t e  works and ea r t h -ba sed  f a c i l i t i e s  o f  

which 5 0 %  o f  i t s  p r o 2 u c t i o n  was f o r  t h e  U.S. space  program. 3 7  

R.C .A .  Canada was cons ide r ed  a  prime c a n d i d a t e  f o r  

e s t a b l i s h i n g  space  r e s e a r c h  and t e c h n i c a l  c a p a b i l i t y  a s  
I 

an a r e a  of  Canadian e x p e r t i s e .  

The deHavi l l and  A i r c r a f t  Company 

d e z a v i l l a n d  was a s s o c i a t e d  w i t h  Hawker-Siddley, a  B r i t i s h  

conglomerate .  3 8  The S ? e c i a l i z e d  P roduc t s  and k p l i e d  

Research d i v i s i o n  of  de? iav i l l and  had been . i nvo lved  - i n  

t h e  Canadian space  pr0cpa.n s i n c e  1956. I t  was awarded 

t h e  c o n t r a c t  for A f o u e t t e  I i n  1960 for t h e  d e s i g n  o f  

. t h e  space  frame.  I t s  a r e a  o f  e x p e r t i s e  c e n t e r e d  i n  s p a c e  
0 

sys tems  t echno logy ,  a e r o s p a c e  STEY p roduc t i on  and e l e c t r i c  
' I  

o p t i c a l  sys tems.  I n  1963,  deHav i l l and  was t h e  a s s o c i a t e  

c o n t r a c t o r  f o r  A l o u e t t e  11. By 1966. deHavi l l and  ( S p a r )  , 

had c a r r i e d  o u t  ove r  6 m i l l i o n  d o l l a r s  wor th  of space  

b u s i n e s s .  39 I n  1 9 6 7  .Spar was c r e a t e d  a s  a  ~ a n a d i a n  
rC 

f e e z r a l l y c h a r t e r e d  conza.-.y, f o r n e d  t o  a c q u i r e  t h e  S p e c i a l i z e d  I 
~ r & u c e s  and Applied Research d i v i s i o n  o f  deHav i l l and  

A i r c r a f t .  P r i m a r i l y  erxjaged i n  t h e  des ign-  an6 manufac tu re  
1 . .  

a c e  s e r v i c e  of ~ r o d u c t , s : f o r  s p a c e ,  a i r  and ground t r a n s p o r t  4 0  I . , 
i ~ s x s t r i e s ,  Spar  h a s  become a major f i r m  i n  Canadian space  'I 
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the industry structure they represent. But the same - 
technique is less adequate for identifying the public 

0 

actors and the organizational structure of governments. 

In the corporate sphere, power can be attributed with 
, .  
' 

some semblance of credibility in relation to the resources 

bf the corporate ctor and therefore the relative 4 I-- 
importance of .the'dctors. The government actors are 

usually seen as acting with one voice rather than as 

separate branches with specific differences, each reflecting 

democracy, with its principle of ministerial responsiEility 
. #  

4 
X I  and ~ a b & t  solidarity, tends to shield thec actors from 

public view and- hence from differences of opinion and 

the relative political power-of the actors. An assessment 

cf -power relations within governments is a question of 

how the organizational structure functions. Answering 
- a  bk 

that is a critical concern of policy analysis, and should 

be related-to political theories. Recognizing its , , , 
Q 

limitations, the following introduction to the government 
,' 

actors and procedures is offered as a descriptive schemata 

for guiding the policy story. 

b 

a. ' ~xecutive-Bureaucratic Arena 

---, At the centre of the executive arena is the Prime Minister 

and Cabinet. Constitutionally, they are the institutional 



s t r u c t u r e  w h i c h Q i s  r e s p o n s i b l e  t o  Par l iament  f o r  new and 

on-going p o l i c y  programs. Other key r o l e s  i n  t h e  

o r g a n i z a t i o n a l  s t r u c t u r e  involved i n  t h e  p o l i c y  p r o c e s s  
. 

a r e  t h e  Prime M i n i s t e r ' s  O f f i c e ,  t h e  P r i v y  c o u n c i l  o f f i c e , -  " .  - 
t h e  Department of  Finance and Treasury Board. Doern 

d e s c r i b e s  t h e  r e s p e c t i v e  r o l e s  of t h e s e  branches  as be ing  

"der ived  from t h e  l o g i c  of  t h e i r  f u n c t i o n a l  i n p u t  i n t o  

p o l i c y " ,  4 5  ~ h e ~ e ,  u n l i k e  o t h e r  p o l i c y  a c t o r s  e x e r t  

t h e i r  power, Doern s u g g e s t s ,  through t h e i r  r o l e  a s  major 

bod ie s  c o o r d i n a t i n g  f i s c a l  p o l i c y  and p o l i t i c a l  p r i o r i t i e s .  

i.. Cabinet  

The n o t i o n  of c o l l e c t i v e  Cabinet  policy-making i s  more 

theoretical t h a p  p r a c t i c a l ,  a s  it is appareq t  t h a t  +. 

c e r t a i n  Cabinet  r o l e s  o r  m i n i s t e r i a l  r e s p o n s i b i l i t i e s  - 
+re i n h e r e n t l y  more i n p o r t a n t  than  o t h e r s .  There i s  some 

deba te46  a s  t o  ;gether i n t e r n a l  Cabinet  s u b s t r u c t u r e s  

can be desc r ibed  a s  a n a ' ( i n n e r  Cabine t" ,  d iv ided  by p a t t e r n s  

of l o y a l t y ,  i d e o l o g i c a l  o r  f u n k t i o n a l  f a c t o r s  which may 

become obvious i n  a  p a r t i c u l a r  a n a l y s i s  of a  s p e c i f i c  
- 

p o l i c y  i s s u e .  But t h e r e  i s  no doubt t h a t  t h e r e  is  an 

i n t e r n a l  pecking o r d e r  w i th  r 'espect t o  Cabinet  p o r t f o l i o s .  

The power of f i n a n c i a l  a d m i n i s t r a t i o n  and a l l o c a t i o n  

remains  t h e  dominant f a c t o r  i n  p o l i c y  decision-making. 

Other  government bodies  and t h e i r  i n t e r e s t s  a r e  g e n e r a l l y  

s ~ ~ r d i n a t e  t o  t h e  " i n n e r  c o r e  Cabinet"  a l though  they  



- 
may exert significant pressure in particular issues i, 

affecting their constituenct'es. Thus, the political power 

and policy influence of a particular Minister will be 

determined by the Minister's ability to persuade the 
fl / 

Ministers of the allocative departments to his point 

of view. "Hence in one sense the policy critezion of 

power confronts the allocative or budgetary criterion. ,, 4 7 

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 component in revamping. the decisional 5 

procedures on the basis of then current trends in 

information theory. 4 8  A basic assumption of the Canadian 

PPB system is that systems analysis is essential to the 

implementation and success of the system. 4 9  The Priorities 

and planning Board,. along with the Science Council, the 

Prime Minister's Office and the Privy Council Office, 

were formal structures inserted into the policy-making 

process between 1966 kpd 1970. Except for the Science 

Council, the of these organs had existed 
I 

previously but not as visible institutional bodi,es. 50 
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The PPB system was developed i n  t h e  United S t a t e s  and 

" s l i p p e d  q u i e t l y  i n t o  t h e  Canadian scene"  wi thout  any 

v i s i b l e  d e b a t e  of i t s  i m p l i c a t i o n s  f o r  t h e  Canadian 

p o l i t i c a l  sys tem. .  Given our  f e d e r a l  p o 1 , i t i c a l  system and 

p o l l t i c a l  c u l t u r e ,  Szablowski h a s  s a i d  t h a t  t h e  i s s u e s  of  

deba t e  it: r a i s e d  f o r  U.S. p o l i t i c a l  t h i n k e r s  a r e  " s u b s t a n t i a l l y  

more r e l e v a n t  f o r  Canada". 51 

The c r e a t i o n  of t h e  Cabine t  Committee on P r i o r i t i e s  

and P lanning  i s  cons ide red  t o  have gone f u r t h e s t  i n  

i n s t i t u t i o n a l i z i n g  an i n n e r  Cabinet  func t iona ry  body. 
C 

I t  was c r e a t e d  t o  g i v e  c e n t r a l  and depar tmenta l  d e c i s i o n -  

making a r a t i o n a l  b a s i s  f o r  budgetary  c o n t r o l  and i s  

t h e  de te rmin ing  focus  on n a t i o n a l  goa l s  and o b j e c t i v e s .  5 2  

(A-. W. Johnson n o t e s  c a u t i o u s l y  t h a t  a s  t h e  p o l i t i c a l  

p r o c e s s  has  "deep roo ted  i n s t i t u t i o n a l  b a r r i e r s  t o  improving 
0 

p o l i c y  a d m i n i s t r a t i v e  e f f i c i e n c y ,  t h e  PPB e x p e r t  should 

n o t  t r y  t o  f o r c e  t h e  p o l i t i c i a n  t o  s u b s t i t u t e  r a t i o n a l  

contemplat ion of  o b j e c t i v e s  f o r  t h e  i n t u i t i v e  pe rcep t ion  

of t h e  needs of t h e  community". 5 3  The l e v e l  of concern 
c % 

l i n i t s  t h e  i s s u e  t o  o b j e c t i v e  v e r s u s  s u b j e c t i v e  d e c i s i o n -  

making, s c i e n t i f i c  reason  ve r sus  p o l i t i c a l  acumen. The 

r a t i o n a l i s t  approach may on ly  r e o r d e r  t h e  p r i o r i t i e s  and 

t h e r e f o r e  va lues ;  it does  n o t  remove t h e  va lue  q u e s t i o n s  - 

i n  mak iw  c h o i c e s . )  I n  g i v i n g  s p e c i a l  a t t e n t i o n  t o  t h e  

broad o b j e c t i v e s  of government and major q u e s t i o n s  of  

Ions  te rm i m p l i c a t i o n s  of p o l i c y ,  it i s  he re  t h a t  t h e  

basic d e c i s i o n s  on s u i t a b l e  o b j e c t i v e s  and s t r a t e g i e s  are 

zzken f o r  recomaendation t o  Cabine t .  54  



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

 he' Prime Minister's Office and the Privy council Office 

are formal advisory bodies to the Prime Minister. Though 

a previous organ performed much the same function, the 

creation of these bodies formalized their roles. 55 The 

offices became increasingly significant after the election 
0 

of Prime Minister Trudeau and the roles of these bodies 

are considered to be chiefly shaped by the philosophical 

perspective of the Prime Minister in conjunction with his 

.concern for "rationality and logic" in the political 

process. Their creation is credited as a development 

from a commitment to a "cybernetic model of politics pnd 
+ 

information theory". 
5 6  Critics, such as party leader 

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

the technocrats and technocracy. 57 
P 

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 

advice. 58 In combination, they are the organization that 

maintains an overview of strategic government activity. 

 heir relationship requires "harmony". The Prime Minister's 

Office is partisan, politically-oriented, yet operationally 

sensitive. The Privy Council Office is non-partisan, 

operationally-oriented, yet politically sensitive. 59 

iii. The Department of Finance and 
the Treasury Board 

These key elements in the executive-bureaucratic structure 



have had t h e i r  r o l e s  and r e c i p r o c a l  r e l a t i o n s h i p s  a l t e r e d ,  

such t h a t  t h e  Department o f  Finance,  which had long  been 
- 

e s t a b l i s h e d  a s  t h e  seat o f  power, w i th  t h e  c r e a t i o n  of 

t h e  Treasury Broad may-have symbol ica l ly  been seen t o - h a v e  

" s l i p p e d " ,  b u t  i n  s u b s t a n t i v e  consequent a n a l y s i s ,  it 

appears  t o  have r e t a i n e d  i t s  pe rvas ive  a u t h o r i t y .  60 

The emergent s t r e n g t h  of t h e  Treasury  Bpard i s  d e r i v e d  

from t h e  changed r o l e s ,  which i n  e f f e c t  s p l i t  Department 

'of Finance f u n c t i o n s .  The ~ e p a r t m e n t h  o f  F inance ' s  r o l e  

i s  t o  view m a t t e r s  under c o n s i d e r a t  i n  terms of  t h e i r  

impact on t h e  government ' s  a b i l i t y  t o  e x t r a c t  r e s o u r c e s  

t o  c a r r y  them o u t ,  and on t h e  f i s c a l  and economic 

consequences o f  gove rnmen ta l ac t i ' v i t y  on t h e  s o c i e t y  and 

economy. The Treasury  Board i s  concerned w i t h  t h e  on-going 

r e s o u r c e  a l l o c a t i o n  w i t h i n  t h e  i n t e r n a l  f i n a n c e s  and t h e i r  

a d m i n i s t r a t i o n  wi th  r e s p e c t  t o  t h e  impact o f  e x i s t i n g  

and proposed governmental a c t i o n  and o r g a n i z a t i o n .  Doern 

s u g g e s t s  t h a t  t h e i r  r o l e s  should n o t  be compe t i t i ve ,  

b u t  t h e  k ind  o f  p o l i c y  adv ice  t hey  provide should  and w i l l  

be compe t i t i ve .  61 

I t  has  been suggested62 t h a t  t h e  f i s c a l  and economic 

adv ice  o f  t h e  Department o f  Finance and t h e  f i n a n c i a l  

a d m i n i s t r a t i o n  adv ice  of t h e  Treasuxy Board a r e  i n  a  

h o r i z o n t a l  r e l a t i o n s h i p  v i s -a -v i s  one ano the r .  Through 

t h e  assessment of programs, t h e i r  adv ice  is  subord ina t e  t o  

t h e  P r i v y  Council  Of f i ce .  The P r ivy  Council  O f f i c e ' s  

r e s p o n s i b i l i t i e s  f o r  o p e r a t i o n a l  s t r a t e g i e s , e x p r e s s e d  

through t h e  mechanism of  p o l i c y  or p o l i c y  c h a i c e s , i s  



subordinate to the Prime Minister's Office.   his 

hierarchical structure of relations places the Prime 
\ 

Mini~ter's~Office in a superior position as constituting 

the political role of government whose responsibilities- 

are directed by the authoritive mechanism of value 

decisions. This one-dimensional concept to delineate 

organizational roles, as Doern admits, cannot capture 

the dynamics of the way in which hierarchical authority 

and the means of power 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 Bureaucqacy 
9- 

In the transition from the Pearson years to the Trudeau 

rgans are seen to have .become more 

visible and bureaucratized in the process of structural 
i 

differentiation. Trudeau' s initiatives 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 played 
%+ 

6 3  o a key advisory role. 
- @ .  

' I  ' 

~uring these years 'of transition, there was an expansive 
Q 

innovation of the committee system, which correspondingly 
L 

expanded the' n d e r  of senior advisoks involv%d in the 

policy process. 6 4  The result of these changes 'was that 
i 



b u r e a u c r a t i c  o f f i c i a l s  became more d i r e c t l y .  involved i n  

p o l i c y  format ion and d e c i s i o n s .  The expanded committee 

system d e l e g a t e d  a u t h o r i t y  and a  s u b s t a n t i a l  amount of  t h e  

.. work load  such tha t ' numerous  d e c i s i o n s  were being made a t  

t h e  committee l e v e l  p r i o r  t o  submission t o  Cabinet .  While 
\ 

Robertson r e f r a i n s  f r o  c o n f e r r i n g  r e s p o n s i b i l i t y  on k 
o f f i c i a l s  o t h e r  t h a n  t h e  ~ i k s t e r s  who have t h e  E l t i m a t e  

(r 

a u t h o r i t y  i n  d e c i s i o n s  made, h i s  exp lana t ions  o f  t h e  

d e t a i l e d  f u n c t i o n i n g  of t h e  P r ivy  Council  O f f i c e  sugges t s  
-- 

a  m i n i s t e r i a l  r o l e  of  d e c i s i o n  " t ak ing"  r a t h e r  t han  "making". 
i 

For it i s  wi th  t h e  f u n c t i o n i n g  of t h e  P r ivy  Council  O f f i c e ,  

i n  coo rd ina t ion  w i t h  t h e  committee system, which p rov ides  

t h e  b a s i s  of t h e  in format ion  system of t h e  o f f i c e s  and 

o p e r a t i o n s  o f  government a s  a  whole. How t h e  in format ion  
. , 

i s  s t r u c t u r e d ,  i . e .  p r i o r i t i z e d  f o r  t h e  p r o v i s i o n  of t h e  

" e s s e n t i a l s " ,  is c r u c i a l  t o  how dec i s ioLs  a r e  t aken  r a t h e r  

t han  made. That  i s ,  p r i o r i t i z a t i o n  f i e l t e r i n g  e l i m i n a t e s  

o p t i o n s ;  t h e  few a l t e r n a t i v e s  prepared and submit ted 

f o r  d i s c u s s i o n  may i n c l u d e  proposed advantages and 

d i sadvan tages  f o r  d i s c u s s i o n  of t h e  op t ions .  A s  Kernaghan 

s t a t e s ,  " a d m i n i s t r a t i v e  o f f i c i a l s  have accumulated v a s t  

powers t o  i n f l u e n c e  p o l i c y  d e c i s i o n s " .  65  

b.  Key Government Deparkments i n  t h e  P o l i c y  
I s s u e  of S a t e l l i t e s  

The f u n c t i o n a l  re p o n s i b i l i t y  of  depar tments  and t h e i r  f M i n i s t e r s  i n  p o l i  y  fo rmula t ion  has  been i n t e r p r e t e d  i n  

accordance wi th  v a r i o u s  models of  t h e  p o l i c y  process .  There 



appears  t o  be fundamental ggreement t h a t  a  p r i n c i p a l  

f u n c t i o n  of  depar tmenta l  s t r u c t u r e s  i s  t h a t  o f  r e p r e s e n t i n g  

i t s  c o n s t i t u e n t s .  The i n t e r p r e t a t i o n  of t h e  e x e r c i s e  of  

power o r  i n f l u e n c e  i n  decision-making,  however, p roposes  
L 

t h e o r e t i c a l  d i f f e r e n c e s  f o r  t h e  a n a l y s i s  of  t h e  p roces s .  

Doern e x p l a i n s  t h e  f u n c t i o n a l  importance and t h e r e f o r e  i n f l u e n c e  

of  p o l i t i c a l  r o l e s  i n  t e r m s  of  v e r t i c a l  and h o r i z o n t a l  p o r t f o l i o s .  66  

"Hor izonta l"  a r e  t r a d i t ' i o n a l l y  m o r e , i n f l u e n t i a l  and correspond 

t o  a r e a s  wi th  major p o l i c y  r o l e s  which c u t  a c r o s s  a  v a r i e t y  
. 

of  o t h e r  depar tmental  concerns ,  whereas v e r t i c a l  p o r t f o l i o s  

a r e  more a d m i n i s t r a t i v e  i n  f u n c t i o n  and d i f f e r e n t i a t e d  

accord ing  t o  s t r e n g t h  and budgetary a l l o c a t i o n .  Mahon 

proposes  t h a t  t h e  h i e r a r c h i c a l  r e l a t i o n s h i p s , o f  i n t e r n a l  

'government s t r u c t u r e s  be  i n t e r p r e t e d  i n  accordance wi th  t h e i r  

r e s p e c t i v e  c o n s t i t u e n t s  i n  t h e  economic power s t r u c t u r e  of 

r e l a t i o n s .  6 7  There i s  l i t t l e  d i f f e r e n t i a t i o n  i n  terms 

of  t h e i r  a n a l y s i s  o f  who is more powerful;  t h e  d ivergence  

i n  t h e i r  r e s p e c t i v e  l e v e l s  of  a n a l y s i s  i s  i n  hpw t h e y  seek  

t o  e x p l a i n  t h e  e x e r c i s e  of power w i t h i n  t h e  l a r g e r  c o n t e x t  

o f  po l i t i ca l -economic  r e l a t i o n s .  

The s t r u c t u r e  of  i n t e r e s t s  and t h e r e f o r e  i n p u t s  and 

i n f l u e n c e  is cr i t ical  t o  t h e  a n a l y s i s  of  p o l i c y ,  f o r  it 
/ -; 

i s  a t  t h e  c o r e  of exp res s ion  of power r e l a t i o n s  in the 
& 

decision-making p roces s .  An a n a l y s i s  of t h e  dynamics o f  

power i n  t h e  p o l i c y  p roces s  w i l l  be d e a l t  w i th  i n  a  
- 

subsequent  s e c t i o n  fo l lowing  t h e  p r e s e n t a t i o n  o f  d a t a  



r e l a t i v e  t o  t h e  p o l i c y  s t o r y  on s a t e l l i t e s .  For t h e  

p r e s e n t  purposes ,  t h e  fo l lowing  is  a b r i e f  i n t r o d u c t i o n  t o  

t h e  r e l e v a n t  depar tments  which were i n s t r u m e n t a l  i n  t h e  . r' 

e a r l y  s t a g e s  of p o l i c y  format ion  on t h e  i s s u e  of  s a t e l l i t e s .  

The t w d  main depar tments  of government involved i n  t h e  

p o l i c y  p roces s  t o  be examined h e r e  a r e  t h e  Department of 

T ranspor t  ( t h e  t r a n s i t i o n  t o  Depar tmentof  C o ~ e r c e )  and -.. 
7 

t h e  Department of I n d u s t r y ,  Trade and Commerce and t h e i r  

r e s p e c t i v e  M i n i s t e r s .  Each of  t h e s e  p o r t f o l i o s  c a r r i e s  

c o n s i d e r a b l e  weight i n  t h e  Cabine t  s t r u c t u r e .  The i r  

s t a t u s  and hence p o l i t i c a l  power and p o l i c y  i n f l u e n c e  

"can be  a s se s sed  by t h e  p b p o r t i o n  o f  t h e  budget  a l l o c a t i o n s  

t h a t  t h e  p o r t f o l i o s  command", 68 which, i n  t u r n ,  s i g n i f i e s  

i n f l u e n c e  wi th  r e s p e c t  t o  t h e i r  i n t e r e s t  groups o r  

c o n s t i t u e n t s .  Both depar tments  have r e s p o n s i b i l i t i e s  

over  s e c t o r s  of t h e  economy c o n t r o l l e d  by segments o f  

t h e  dominant e l i t e .  I n  Transpor t ,  it i s  ind igenous ly  

based ,  whereas i n  I n d u s t r y ,  Trade and Commerce t h e r e  a r e  

b o t h  f o r e i g n  and indigenous c o n t r o l l i n g  i n t e r e s t s  b u t  

o f  p r i m a r i l y  a  branch p l a n t  s t a t u s .  Thus, t h e  M i n i s t e r ' s  
.t' 

v o i c e  r e f l e c t s  t h e  i n t e r e s t s  of h i s  r e p r e s e n t a t i v e  

i .  industry, Trade and ~bmmerce 

The M i n i s t e r  of  I n d u s t r y ,  Trade and Commerce a t  t h i s  

t h e  (1963-1968) w a s  C .  M .  Drury, who was a l s o  Chairman 



m
 

a, 
k

 
r
l 

m
 

A
 

a, 
-4

 
m

 
h
 

C
 

a, 
0

 
a
a
,
5
 

3 
5
 

L, 
k

 
a, 
> 

b
-

l
z

 
0

 
c

=
,

 
.
I
 

C
 

a, 
L

l 
** 

g 
m

 
k

 
m

 
c 

tn 
m

 
k

 
a, 

m
 

+
'

D
m

 
C

C
C

 
0
 

U
 

4
 

2
 

k
 

m
C
,
 

C
'

 
m

 
4
 

?
 
a
 

(3
 

%
C

 
r
l 

+
I
 

m
 
d
 

I
 

0
 

h
 

C
W

k
 

m 
'4-4 

a
,
\
o

 
O

C
C

 
+
' 

0
 

+
' 

U
 

a
h

a
,

 
G
 

c 
m

 
+
' 

-4
 

U
 

r-i 
3
 

a, 
a
 

E
 

0
 

k
 

'44 
P

I 
0
 



It is also important to note that in matters of trade 
." 4 

policy, Stegeman ciaims.that the definition of a Canadian 

" firm is a question of residence,' not ownership, where 
- 

preference favours foreign proAuction.   he effort is 
r 

towards increasing producation in Canada regardless of - / /' 
-1 

possible constraints recurring from .foreign control. 

This emphasis on exports is *consistent with the philosophy 

that the limited size of the domestic mar-constitutes. 

a chief obstacle to the development of an efficient 

. manufacturing industry in Canada. This perspective of 
) \ 
the assessmekt of indusyrial growth is a view shared by 

.)- 

the Trade and Commerce departmental section and that of 
*. 

the Departmentoof Finance. 

* 

ii. Transport - Communications 
The Department of Transport was responsible for the 

telecommunications industry until 1969, and telecommunications 

was regulated by the Canadian Transport Commission -until 

1975. Administrptively and substafitively, the 

telecommunications industry was not a matter for great 

concern within the Department as can be evidenced from 

the allocation of Departmental resources for its '3 

caretaking 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 



anafysed  w i t h  s p e c i f i c  r e f e r e n c e  t o  Bell Canada,* t h e  
i 

dominant  f i r m ,  i n  t h e  tele"communicati\gns - indu 's t ry  + a n d  a 
- 

- 
major c o r p o r a t e  power i n  t h e  c o u n t r y  and w i l l  b e  p r e s e n t e d  

i n  a  l a t e r  s e c t i o n .  k b 

r -  

i' The M i n i s t e r  d u r i n g  t h e  p e r i o d  under  c o r i s i d e r a t i o n  p r i o r  
i 

t o  1968,  was J. P i c k e r s g i l l  ( l a t e r  became P r e s i d e n t  o f  w 3Z 

- 'z' 
CTC) . As t h e  M i n i s t e r  r e s p o n s i b l e  f o r  t h i s  s e c t o r  of,. *i , 

*: 
r e g u l a  e d  u t i l i t i e s ,  h e  had t i k e n  on a  d u a l  r o l e  a s  P 3 

r e p r e s e n t a t i v e  o f '  t h e i r  i n t e r e s t s  w i t h i n  governmenta l  ._ 
' .workings a s  w e l l  a s  h i s  r e s p o n s i b i l i t y  ' f o r  . r e g u l h t o r y .  

p o l i c y  i n  t h e  p u b l i c  i n t e r e s t .  The r e g u l a t o r y  body,  t h e  

CTC, r e p o r t e d  t p  C a b i n e t  t h r o u g h  the M i n i s t e r .  Though t h e  

f u n c t i o n s  of  t h e  agency a s  opposed t o  t h e  Department  d i f f e r  
, - 

i n  t h e . s e n s e  t h a t  one i s  r e g u l a t i v e  and t h e  o t h e r  r e p r e s e n t a t i v e ,  

t h e  r e l a t i o n s h i p  between t h e s e  o r g a n i z a t i o n a l  u n i t s  d o e s  

n o t  b e a r  a n t i t h e t i c a l  p u r p o s e s .  7 2  T h i s  d u a l  b u t  non , , 

c o n f l i c t u a l  r e l a t i o n s h i p  d e m o n s t r a t e s  how t h e  n o t i o n  of 

t h e  " p u b l i c  i n t e r e s t "  i n  t r a d i t i o n a l  Capadian t e l e c o k u n i - c a t i o n s  , 

I .  
4 -- / < I  . . 

p r o c e e d i n g s  h a s  been subsumed i n  t h e  " n a t i o n a l  i n t e r e s t " :  
il 

T h i s  r e l a t i o n s h i p  w i l l  be  a n a l y s e d  w i t h  r e f e r e n c e  t o  tf ie  -' 
\ - ' ,  I .- - . - 

r a q u l a t o r y  h i s t o r y  of  t h e  dominant f i r m ,  B e l l  C a n a d a , , i d  a . - i 'L 

later sect ion, , , - 

- 7  -~,i?,e Department o f  C ~ m r r ~ u n i c a t i o n s  was n o t  c r e a t e d  u n t i l  

1969 a f t e r  t h e  e l e c t i o n  o f  t h e  Trudeau government and 
i 

w h i l e  t h e  s a t e l l i t e  i s s u e -  was i n  p r o g r e s s .  E s t a b l i s h e d  . 

by t h e  Government Orgai-iization A c t  as a  r e s u l t  of t h e  
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Glassco Commission, i k  was t o  have t h e - o v e r a l l  

" f o r  ensu r ing  L l a t  a l l  Canadians o b t a i n  acces s  

r e s p o n s i b i l i t y  - 

t8 t h e  

7 3  It 
1 

rapidly-expanding a r e a  of communication s e r v i c e s " .  

coo rd ina t ed  t h e  d i v e r s e  a c t i v i t i e s  of t h e  space  program, . . 

g i v i n g  space r e s e a r c h  an? development a  home. (Chapman became 

A s s i s t a n t  Deputy c'ilinister r e s p o n s i b l e  f o r  t h e a s p a c e  program.) 

The i n i t i a l  White Paper had been r g l e a s e d  under t h e  a u s p i c e s  
.. * 

of  I n d u s t r y ,  Tra2e and  Commerce M i n i s t e r  Hon. C. M. Drury, 

b u t  t h e  new Depar-ent and i t s  M i n i s t e r ,  E r i c  Kierans ,  took 
* 

eyer t h e  r e s p n s i b i l i t y  for s a t e l l i t e s  i n  t h e  ?prthcoming 
4 

B i l l  of L e g i s l a t i o n  ( T e l e s a t  Canada A c t ) .  The c r e a t i o n  , 

of t h e  new Depart-nent r e f l e c t s  i t s  i n c r e a s i n g  importance 

and i t s  no longe r  s u i t a b l e  p o s i t i o n  of subord ina t ion  

x i t h i n  t h e  l a r g e r  Transpor t  Min i s t ry .  I t  i s  i n t e r e s t i n g  ' 
* i 

- t o  n o t e  t h a t  Doern has  c h a r a c t e r i z e d  t h e  DOC a s  a  new 

a s p i r a n t  t o  t h e  l e v e l  of  h o r i z o n t a l  c o o r d i n a t i n g  p o r t f o l i o s .  74 

iii. The Department of  Consumer and 
Corpozate A f f a i r s  

T:he 'DCCA does  n o t  p l ay  a v i s i b l e  r o l e  i n  ' the  s a t e l - l i t e  . , 

s o l i c y  s t o r y  u n t i l  t h e  f i n a l  s t a g e s  of t h e  r e g u l a t o r y  

d e c i s i o n .  Its f u n c t i o n a l  r e s p o n s i b i l i t y  i s  t h e  marke tp lace  
% 

and economic law, wi th  concern t h a t  c i t i z e n s ,  be  t h e y J  

,' consuce r s ,  i h v e s t o r s  o r  managers, a r e  t r e a t e d  j u s t l y  and 

f a i r l y .  The DCCA • ’omal ly  ove r sees  t h e  marketplace  i n  ' 

o r d e r  t o  main ta in  c o x p e t i t i o n .  I ts  p o s i t i o n  has  been 

t h a t  c u r p r a t e  'ad c c s s w e r  i n t e r e s ' t s  a r e  b e s t  served 

through an "e f  f i c i e n t f '  marke ts lace .  7 3  
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This  q r g a n i z a t i o n a l  body i n s t i t u t i o n a l i z e s  the 

r e p r e s e n t a t i o n  of  i n t e r e s t s  of two e s s e n t i a l l y  c o n f l i c t i n g  and 

i r r e c o n c i l a b l e  groups (consumer and c o r p o r a t e  i n t e r e s t s ) - .  Doern 
\ 

has  c h a r a c t e r i z e d  t h e  Depar tment ' s  p o l i c i e s  a s  a t t empt ing  t o  " . - 

8 

avoid c o n f l i c t s  by emphasizing o r  r e v i s i n g  t h e  Competi t ion Act ,  
Q. 

Doern 's  a n a l y s i s  bea r s  a  s t r a t e g i c  p o i n t  w i t h . i s  congruenk 

w i t h  Mahon's p e r s p e c t i v e  on p o l i c y  when he s t a t e s  t h a t  

. "reviewing passage o f  t h e s e  b i l l s  and group p o s i t i o n s  

i n  favour  of o r  a g a i n s t  t h e  b i l l s  i s  one way of  unders tanding  
1 

t h e  r o l e  of economic power i n  t h e  Canadian p o l i t i c a l  p roces s .  , ,76  

- .', 
c .  Other Organs and Channels 

i. Science Po l i cy  Organs 

The Science S e c r e t a r i a t  was l e g i s l a t e d  i n t o  e x i s t e n c e  i n  

1 9 6 4  a s  a  r e s u l t  of t h e  recommendations of  t h e  Glassco 

Commission on Government Reorganizat ion,  and i t s - c r e a t i o n  

h z s  been s a i d  t o  have marked t h e  f i r s t  r e a l  p resence  o f  

s ; ; e c i a l i s t s  i n  t h e  P r i v y  Council  I t  was t o  be  

a  snall, f a c t  f i n d i n g ,  a n a l y t i c a l  group s e r v i n g  i n  a  

staff c a p a c i t y ,  wi thout  e x e c u t i v e  a u t h o r i t y ,  a s  c o n f i d e n t i a l  

a d v i s o r  t o  Cabine t ,  through t h e  i n t e r n a l  adv i so ry  machinery 

of  t h e  P r ivy  Council  Off ice .    he Science S e c r e t a r i a t  was t o  

52 t h e  day-to-day a d v i s o r ,  whereas t h e  Sc i ence  Council 

c r e a t e d  i n  1966 an6 fash ioned  on t h e  model of  t h e  Economic 

C3unci1, was t o  p rov ide  long range p & b n i n g  adv ice .  The 

Sc ience  Council  was t o  be an e x t e r n a l  p o l i c y  body w i t h  

2 Z i r e c t  r e l a t i o n  t o  t h e  Prime M i n i s t e r  and Cabine t .  
-<-' 



The purpose o f  t h e  Sc ience  Counci l ,  a s  s t a t e d  i n  t h e  

l e g i s l a t i o n  read  by Hon. C. M. Drury, was t o  d e f i n e  and 

de te rmine  f e a s i b l e  long  term o b j e c t i v e s  f o r  s c i e n c e  i n  

Canada, sugges t  a p p r o p r i a t e  p a t h s  f o r  r e s e a r c h i n g  them 

and t o  cons ide r  t h e  r e s p o n s i b i l i t y  o f  t h e  v a r i o u s  segments 

of t h e  i n d u s t r i a l ,  academic and governmental communities. 

I t s  c a p a c i t i e s  were t o  be  adv i so ry  only;  it would have 

no d i r e c t  a u t h o r i t y  over  expend i tu re s  o r  budgets  of ahy 

government department o r  agency. The Science Council  

was t o  make recommendations concerning:  

- t h e  adequacy of s c i e n t i f i c  and t e c h n o l o g i c a l  

r e s e a r c h  and development i n  Canada; 

- t h e  p r i o r i t i e s  f o r  s c i e n t i f i c  A d  t e c h n o l o g i c a l  

r e s e a r c h ;  

- t h e  e f f e c t i v e  development and u t i l i z a k i o n  of s c i e n t i f i c  

and t e c h n o l o g i c a l  'manpower; 

- long  t e r m  p lanning  f o r  s c i e n t i f i c  and t e c h n o l o g i c a l  
- 

r e s e a r c h  and development; 

- t h e  f a c t o r s  involved i n  Canada 's  p a r t i c i p a t i o n  i n  

i n t e r n a t i o n a l  s c i e n c e  and technology; 

- t h e  r e s p o n s i b i l i t i e s  o f  government depar tments  and 

agencies i n  relation t o  t hose  of t h e  u n i v e r s i t i e s ,  

- w , , ivate  companies ar-2 o t h e r  orcjanizat ions  i n  

f u r t h e r i n g  s c i e n c e  aid tecnnoloqy; 

- t h e  s t a t u s  an2 o t h e r  i n f o m a t i o n  needed ( r ega rd ing  

s c i e n t i f i c  an2 t e c k z ~ l o g i c a l  r e s e a r c h  and developnent)  

zo 2rov ide  t h e  b a s i s  f o r  t h e  formulat ion of  2 o l i c y  



on t h e  r o l e  o f  s c i e n c e -  and t echno logy ;  and 

- t h e  b e s t  means 0.f d e v e l o p i n g  and m a i n t a i n i n g  t h e  

c o o p e r a t i o n  and exchange of  i n f o r m a t i o n  between 

t h e  Counc i l  and o t h e r  p u b l i c  o r  p r i v a t e  o r g a n i z a t i o n s  

concerned w i t h  s c i e n c e ,  t e c h n o l o g y  and i t s  economic 

and s o c i a l  a s p e c t s .  78 

I t  was des igned  w i t h  t h e  i n t e n t i o n  o f  b e i n g  an  open 

s t r u c t u r e  which c o u l d  g e n e r a t e  p u b l i c  d e b a t e % a b o u t  s c i e n c e  
'. .; .. _. 

p o l i c y .  
* 

-I 

I n  i t s  f i r s t  two y e a r s  of  o p e r a t i o n ,  t h e  S c i e n c e  Counc i l  

was hampered by i t s  r e l a t i o n s h i p  t o  t h e  S c i e n c e  

S e c r e t a r i a t  which c r e a t e d  a " s t r u c t u r a l  a m b i v a l e ~ c e "  t o  

borrow Doern ' s  te rm.  1 n i t i 2 l l y  t h e  S e c r e t a r i a t  s e r v e 2  a 

d ~ a i  r o l e  a s  a d v i s o r y  i n  Its own c a p a c i t y  and a s  t h e  

C o ~ n c i i ' s  main s o u r c e  of  r e s e a r c h  and s t a f f  s u p p o r t .  

Fence t h e  S e c r e t a r i a t  was i n  a p o s i t i o n  t o  e v a l u a t e  t h e  

C o x c i l ' s  r e c o m e n 2 a t i o n s  which i t  ( S e c r e t a r i a t )  had 

heiaed t o  f o r m u l a t e .  F u r t h e r  d i f f i c u l t i e s  were c r e a t e d  

by the s t r a i n  and ambivalence  which t h e  c o n f i d e n t i a l  

an2 s e c r e t i v e  P r i v y  C o ? m c i l  O f f i c e  envi ronment  p l a c e d  on ' 

is ,,,, s u p o s e d l y  open and p u b l i c  body o f  t h e  Counc i l .  I n  

1365 t h e  Counci l  was s i v e n  a  more independen t  s t a t u s  and  

F z s  o-AE s t a f f .  

\ 
-. I 
,.-.t r o l e  of t h e  S e c r e t a r i a t  and t h e  Counc i l  on t h e g f o r m a t i v e  

tears was n o t - i a r z i y  esndsrs~d by t h e  rest of t h e  s c i e n t i f i c  
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bureaucracy.. The Science Secretariat in particular 

had created dissention in the science community as the 

"scientis s in several agencies viewed the Scretariat .'a 
in much the same way as the rest of the bureaucracy I 

. " 

views the Treasury Board - 'that is, with a healthy suspicion". 7 9  

The Science Council had its own self-conceptual problems 

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. 8 0  

The Council (initially) consisted of 25 members appointed 

for three year terms, chosen from persons having a special 

interest in science and technology, and four associate 

inenbers from gederal qovernment departments. (Membership 

acd committees incluzed 16 government, 24 industry and 

27 academic representatives.) Its first Chairman was 

2r. 0 .  M. Solandt (past executive of deHavilland) and 

B r .  Gaudry (Rector of the University of Montreal, was Vice- 

3.e early policy role and strategy the Council undertook was 

ir.f:uenced by the career perspective and philosophy of the 

<?.airman in particular, who believed strongly (as did 

the the convict ion that 

h Canadian science shoulS be decentralized geographically 

an6 sectorally. As rmch of "science" in Canada had been 
11$ 

<oninat& by the government sector, Solandt strove to 

inplexent a sev""erA2.g of the ties away from government 
i 
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bureaucracy and t h e  s t y l e  of "pure" r e s e a r c h  t o  an  

o r g a n i z a t i o n a l  philosophy which w a s  "miss ion"  o r i e n t e d ,  

t h a t  i s ,  towards a p p l i e d  r e s e a r c h  and development. 8 1  

The Council  a t tempted t o  d e f i n e  i t s  phi losophy on a broad 

scope.  Deciding t h a t  i t  needed a  framework f o r  p o l i c y  

i f  it was t o  advocate  t h e  u se  of s c i e n c e  i n  a c h i e v i n g  

n a t i o n a l ,  s o c i a l  and economic g o a l s ,  i t  sought  t o  d e f i n e  

comprehensive n a t i o n a l  g o a l s  by g r a f t i n g  non-economic g o a l s  

on t o  t h e  s t a t e d  g o a l s  of t h e  Economic The 

S c i e n c e  counc i l  s u f f e r e d ,  accord ing  t o  Doern, from t h e  

ufundamental  p o l i c y  dilerhma %f c e n t r a l  adv i so ry  bod ie s " .  8 3  

T h i s  was accen tua ted  by th-e f a c t  t h a t  it was involved i n  

an  a r e a  o f  p u b l i c  p o l i c y  wi th  a  g r e a t  amount of  u n c e r t a i n t y  

and u n p r e d i c t a b i l i t y .  Combined wi th  i t s  s u b j e c t  m a t t e r  

and i n d e t e b a t e  t ime frame, t h e s e  f a c t o r s  c o n t r i b u t e d  

' t o  t h e  C o u n c i l ' s  p r o b 1 e m . h  de te rmin ing  i t s  s t r a t e g i c  r o l e  

i n  s p e c i f i c  i s s u e s  i n  t h e i r  p o l i t i c a l  and economic c o n t e x t .  

i : x  

ii. k d m i n i s t r a t i v e  Channels 

The use  of  White-Papers ,  Royal Commissions and Task ~ o r c e s  

- i s  seen a s  a  means of p e r m i t t i n g  wider  forms of p o l i t i c a l ,  

2 z r t i c i p a t i o n  under t h e  r u b r i c  t h a t  p o l i c y  making should 

invo lve  p u b l i c  p a r t i c i p a t i o n .  The assumption t h a t  t hey  

i z c r e a s e  t h e  l e v e l  of p a r t i c i p a t i o n  i s  a  l i b e r a l  

i n r e r ~ r e t a t i o n  which absences  an a n a l y s i s  of who p a r t i c i p a t e s .  

it should no t  be  d i s r ega rded  t h a t  "involvement" p r i m a r i l y  



I-
' m
 

m
 

m
 

m
 

2
 

Q
 

0
 

(D
 

m
 

m
 F w
 

rt
 

r (D
 

3
 

0
' 

3
 

(D
 

I-'
. 

Y
 

m
 

LC
 

0
 

P
 

P
. 

Q
 5. rt
 

(D
 

3
 

rt
 . m
 

P
. 

3
 

c
l 

(D
 

rt
 

3'
 

rD LC
 

id
. 

m
 

m
 

C
 

(D
 m Y
 

P
, 

P
 - 

m
 

ID
 a
 

PJ
 

3
 

IZ
 

3'
 2 t-'
 - 

rt
 

t-'
 - 

m
 
m
 i (D
 a
 3 P
. 

rt
 

10
 

'd
 

P
, 

%
' 

(D
 

Y
 

m
 

PJ
 

Y
 

(D
 

cl
l 0
 

C
 

(D
 ii CD 3
 

rt
 

0
 

0
 

3
 

rt
 

Y
 

0
 

I-
' 

0
 

C
 

(D
 

Y
 i 5 9 P,
 

3
 a
 

Q
 

0
 

3
 

rt
 :
 i 

rt
 . 0
 
M
 s- (D
 

3
 

P
, 3
 

w
 

0
 

w
 

P
. 

(3
 

LC
 

PJ
 3
 a
 

I-
' 

(D
 

Q
 

t-'
 . 

m
 

I-
' 

PJ
 

rt
 

,
 P

-'
. 

0
 

3
 0
3
 

&
a 

'T
I 

(D
 

(D
 

I-
' 5. 9
 

0
 

C
 

rt
 

Y
 

(D
 

P,
 

C)
 

r
t

 
t-'
. 0
.
 

1
3

.
 

m
 3 m
 

M
 

0
 

Y
 rt
 

3'
 

(D
 

'd
 

C
 

Y
 

'd
 

0
 

m
 

(D
 

0
 
M
 

t-'
 * 

3
 

H
I B 5. Q
 

'd
 

PJ
 

Y
 

t-
' 

P
 - 

PJ 2 3
 

rt
 

P,
 

3
 a
 

rt
 

'
 
-3

' 
'.
 ID '
d

.
 

-
!
=

 
tf
 

I-
' 

P
 - 

Q
 

rt
 

0
 u 0
 

(D
 

b
 

Y
 - m
 

m
 

rt
 

C
 a
 

LC
 . z 3' t-'
 . 

rt
 

(D
 

'd
 

PJ
 

'd
 

(D
 

Y
 m
 

$
 

(D
 

Y
 

(D
 

C
 

m
 

(D
 a
-
 

t-'.
 
a
 

I-' w
 

m
 

W
 I P
 

w
 

m
 

0
3
 

P,
 tr
 a
 

rt
 

0
 * (D
 

m
 

rt
 

0
 

'd
 

P
- 

3
 6.
 

3
 

m 0
 
m
 

rt
 

3'
 

(D
 z
 

0
 r= m
 

(D
 

P,
 

t.3
 a
 

w
 
C
 

D-
 

l-' P
. 

C
)
 K 0
 

0
 

Y
 a
 

t-'
 - 

' 
3
 
9
 

P
. 

,m
 s 19
 

P
 - 2 v PJ
 Y
 

I-
' 6'
 

(D
 

3
 

rt
 ;-
 

H
I 8; P
, rt
 

P
a

 
0

,
 

3
 0' 3
 

3
.
 

p
l rt'
 

rt
 

(D
 

Y
 

m
 

0
 

t-t
l 

'd
 
0
 

I-'
 

P
- 

to
' 

LC
 

I-
' 

I-'
. 



- 80 - 

l a c k  t h e  c h a n n e l s  o f  p o l i t i c a l  machinery t o  c o n d u c t  any 

d e b a t e  w i t h  t h e  p u b l i c .  

* 
8 .  Task Forces  

Task Forces  a r e  e s s e n t i a l l y  ad  hoc b o d i e s  i n  t h e  p o l i c y  

p r o c e s s  which a r e  less o s t e , n t a t i o u s  v e r s i o n ' s  o f '  Royal 

Commissions. They a r e  e s t a b l i s h e d  f o r  t h e  p u r p o s e s  o f  

c o n d u c t i n g  " e x p e r t "  i n q u i r i e s ,  and a r e  u s u a l l y  i n i t i a t e d  ' 

i n  s i t u a t i o n s  where t h e r e  a r e  a  m u l t i p l i c i t y  o f  demands, 

i n t e r n a l  and k x t e r n a l ,  t o  government.  The t a s k  f o r c e  c o n c e p t  
/G 

was a  poll>f i n s t r u m e n t  adop ted  from t h e  U . S .  t o  combine 
, 

t h e  e5fErtfs of i n t e l l e c t u a l s ,  c i v i l  s e r v a n t s  and p r i v a t e  

c i t i z e n s  i n  a . s s e s s i n g  s p e c i f i c  q u e s t i o n s .  I n  C a n a a ,  Task 

' F o r c e s  can g e n e r r a l l y  b e  c h a r a c t e r i z e d  a s  t h e  r e s u l t  o f  

i n f o r m a l  e x e c u t i v e  a p p o i n t m e n t s ,  r e l i a q c e  on o u t s i d e  
', / 

t 
/-_J ex?e,rtise, and of s h o r t  t e rm d u r a t i o n .  

8 5  

The Royal Comniss ions ,  

t h e y  a r e  n o t  r e q u i r e d  by s t a t u t e  o r  c o n v e n t i o n  t o  p u b l i s h  

t h e i r  r e p o r t s  o r  make t h e i r  s t u d i e s  a v a i l a b l e .  T h e i r  pr imary  

Furpose  i s  a n  i n f o r m a l  a d m i n i s t r a t i v e  a i d  t o  t h e  e x e c u t i v e .  

7 ~ n e i r  f u n c t i o n  i s  t o  g a t h e r  i n f o r m a t i o n  which i s  u s u a l l y  

? 
s n l J  s e e n  by C a b i n e t ,  m d  t h e y  a r e  n o t  c o n s i d e r e d  a s  a g e n t s  

.GI necnanisins o f  a  " t w c  way c o m u n i c a t i o n " .  The problem 

- - ,  , ; , ls  i n f o r m a t i o n  t o o l  p r e s e n t s  is  t h a t  i t  c o n t r i b u t e s  t o  

, ~ G n i n i s t r a t i v e  s e c r e c y  and enhances  t h e  hegemony o f  the 

l r ize  : . I i x i s t e r 1  s Cf f i c e  o v e r  p o l i c y  f o r m u l a t i o n .  S i n c e  

Tzsk Force  s t c d i e s  a re  n o t  a v a i l a b l e  t o  P a r l i m e n t ,  how 



can Parliament, as a representative institution, play a 
4- 

responsible role in policy debate? White criticizes 

two features of task forces: 

- that Task Forces function for the sake of appearance 
- 

of activity; and 

- that their mandate is usually narrowl? confined to 

specific questipns which cannot account for the 

86 - ?L complexities they may be examining. 

Hence their reconmendations may not be practical in 

consideration of the issue in the broader context. 

This chapter has suggested a general pattern of organization 

in the relationship of actors relevant to the satellite 

issue. The structure of relationships presents a hierarchical 

conception but the degree of power between actors is not 

"fixed". The key actors and their relative influence 

w i l l  be examined in thCfollowing section as the process 

of policy-making proceeds. 



FOOTNOTES AND REFERENCES 

CHAPTER THREE + 

1. Beig ie ,  C a r l ,  E .  "An Economic Framework f o r  P o l i c y  
Action i n  Canadian Telecommunications" i n  Eng l i sh  ( e d . )  
Telecommunications f o r  Canada, Methuen, Toronto,  1973, 
p .-39 . 

2 .  Department of  Communications, I n s t a n t  World: A Report  
on Telecommunications i n  Canada, In format ion  Canada, 
Ottawa, 1971, p.136. 

3. There have been sugges t ions  of two v a r i a t i o n s  t o  a l t e r  
t h i s ,  t o  i n t e g r a t e  bo th  systems a s  a n a t i o n a l  network 
f o r  long-haul t r ansmis s ion  f u n c t i o n s ,  o r  t o  i n c r e a s e  
t h e  number of  s u p p l i e r s  by removing b a r r i e r s  t o  e n t r y .  
D.  Smythe had proposed a Crown c o r p o r a t i o n  t o  p rov ide  
t h e  long-haul t r ansmis s ion  func t ion ,  a l l owing  s p e c i a l i z e d  
s e r v i c e s  t o  be t h e  compe t i t i ve  sphere ,  See t h e  
Telecommission Study,  1 ( e )  Relevance of United S t a t e s  
Regulatory Exper ience t o  Canada, p.189 (Ottawa 1971) .  
Engl i sh  bas  s t a t e d  t h a t  t h e  e f f e c t i v e n e s s  of p ropos ing  
n a t i o n a l i z a t i o n  has  been a b e n e f i c i a l  i n c e n t i v e  t o  t h e  
behaviour  of  t h e  e x i s t i n g  f i r m s ,  b u t  s e e s  i t s  u s e f u l n e s s  
on lv  s o  f a r  a s  it remains a t h r e a t  which never  a c t u a l i z e s .  - - 

Can. Telecommunication Problems and P o l i c i e s ,  p.22. 
Both B e i q i e  and Engl i sh  contend t h a t  f l e x i b l e  p o l i c y  
g u i d e l i n e s  should p r e v a i l  so  a s  t o  accommodate changes 
i n  technology,  and t h a t  w i t h  t h e  a p p r o p r i a t e  p o l i c y  
and r e g u l a t o r y  environment,  t h e r e  could be  i n c r e a s e d  
compet i t ion  i n  t h e  supply and use  of s p e c i a l i z e d  
telecommunications s e r v i c e s .  Telecomrnunications f o r  
Canada, p.  36, 196-203. 

4 .  P h i l l i p s ,  Char les ,  F. " I n c r e a s i n g  C o n f l i c t  between 
Regulation and A n t i - t r u s t " ,  Pub l i c  U t i l i t y  F o r t n i g h t l y ,  

' J a n u a r y  7 ,  1971, p .32.  

5. DOC, Telecomnission Study 2 ( a )  Canadian Telecommunication 
Indus t ry :  S t u c t u r e  and Regulat ion ( W .  D .  Ga iner )  , 
Informat ion Canaza, 1971, p . 5 . .  

6 .  CRTC e s t i r r a t e  based on CN/CPT d a t a  submi t ted  i n  CN/CPT 
a p ~ l i c a t i o n  f o r  ~ e t w o r k  i n w r c o n n e c t i o n .  

7 .  Engl i sh ,  H. E. "CanaZian Telecommunications Problems 
a~c! P o l i c i e s "  i r ,  Eng l i sh  (ed. ) T e l e c o ~ n i c a t i o n s  f o r  I ,  

Canada, p . 1 5 .  

3 ,  ~ i n a n c i a l  Pos t  3 3 3 ,  S1j,'izLer 1 9 7 6 ,  p. 16.  



10.  B e i g i e ,  "Economic Framework",  p.73. 

11. McManus, John, C .  " F e d e r a l  R e g u l a t i o n  of Te lecommunica t ions  
i n  Canada",  i n  E n g l i s h  (ed.) Telecornrnunicat ions f o r  
Canada,  p .417 .  

12.  B e i g i e ,  "Economic Framework",  p .72 .  See a l s o  I n s t a n t  
World,  p .69 .  

13 .  I b i d . ,  p .98.  I n s t a n t  World,  p.74-5, 199 ,  201. 

1 4 .  I b i d . ,  p.72-3. 

15 .  - I b i d . ,  p . 7 3 .  S e e  a l s o  I n s t a n t  World,  p . 6 9 .  

16.. Te lecommiss ion  S t u d y  2 ( a ) ,  p.5; I n s t a n t  World,  p .69 ,  
7 5 ,  1 5 6 ,  201, 216.  

17 .  B e i g i e ,  "Economic Framework", p .98 ;  I n s t a n t  World,  p .201.  
I n  t h e  l a t t e r ,  t h i s  a r r a n g e m e n t  i s  r e f e r r e d  t o  as t h e  
"Grey Groupn.  

1 8 .  Te lecommiss ion  S t u d y  2 ( a ) ,  p . 3 .  

1 9 .  The d e s c r i p t i o n  o f  TCTS i s  compi l ed  from: 
CRTC ~ o c u m e n t s  ( 1 9 7 7 ) .  Tes t imony b e f o r e  t h e  CRTC on 
T e l e s a t ' s  a p p l i c a t i o n  f o r  a p p r o v a l  o f  Telesat-TCTS 
Agreement ,  Vol .11-XVIII .  re TCTS o r g a n i z a t i o n  and  
p r o c e d u r e s ,  see V o l s .  I1 - 290-97, Vol.  X 1737-1800, 
Vo l .  X I  1858-1911,  1945-2000, Vol .  XI1 2110-40, 
2160-2293. 

20 .  DOC T e l e c o m i s s i o n  S t u d y  2 ( 5 ) ,  D e s c r i p t i o n  of t h e  
Canadian  T e l e c o m u n i c a t i o n s  h l a n u f a c t u r i n g  I n d u s t r y ,  
I n f o r m a t i o n  Canada, O t t a w a ,  1971,  p.4-10. 

2 1 .  I b i d . ,  p.21-24, 25-30. 

2 2 .  I b i d . ,  p .10 .  

2 3 .  : I .  0 .  :4arquez, Addres s  t o  Canadian  M a n u f a c t u r i n g  
A s s o c i a t i o n ,  Globe & M a i l ,  T o r o n t o ,  7  J u n e ,  1972,  B2 
qcoted i n  Clement ,  N .  C o n t i n e n t a l  C o r p o r a t e  Power ,  
Y c C l e l l a n d  &id S t e x a r t ,  T o r o n t o ,  1976,  p . 2 0 .  See 
a l s o  S c i e n c e  C o u n c i l  S p e c i a l  S tudy  # 2 2 ,  S e c t i o n  111, 
,%search and i2evelqment,  Technology and Innovation 
i n  t h e  S u b s i d i a r y .  

? < '  
L t .  I n s t a n t  World,  2 . 7 5 ,  1 0 6 ,  111, 200. F o r  example ,  see 

3ell C a n a d a ' s  subr . i s s ion  t o  t h e  Royal  Commission on 
C ~ r p o r a t e  Conce~ . t r a z ion .  F o r  d i s c u s s i o n  o f  t h e  i s s u e  
-3  t ke  C a ~ a 2 l a r .  czz:ext, see B w g i e ,  Econon ic  F razework ,  



p.91-100. T h e  Combines I n v e s t i g a t i o n  Branch of 
Consumer A f f a i r s  has  been i n v e s t i g a t i n g  t h e  B e l l -  
Northern r e l a t i o n s h i p  a long  wi th  o t h e r  a s p e c t s  of  t h e  
te lecom equipment i n d u s t r y  f o r . t h e  p a s t  e i g h t  y e a r s .  
No conc lus ion -has  a s  y e t  been announced. 

For  t h e  o t h e r  s i d e  of  t h e  argument, see f u r t h e r  
tes t imony b e f o r e  t h e  R e s t r i c t i v e  Trade P r a c t i c e s  
Commission a s  mentioned above. For d i s c u s s i o n  of  
U.S. exper ience ,  s e e  I rw in ,  M.  and Trebing,  H . ,  
"A Survey of Problems Confront ing t h e  Communications 
Indus t ry  i n  t h e  United S t a t e s ,  i n  Telecommunications 
f o r  Canada, p.214-52 a t  236. Also I n s t a n t  World, 
p.199-202. 

B e l l  Canada submission t o  Royal Commission on Corpora te  
Concent ra t ion ,  r e p r i n t e d  i n  Rea & McLeod ( e d . )  
Business  and Government i n  Canada (2nd e d . ) ,  Methu-en, 
Toronto,  1 9 7 6 ,  p.237. 

Telecommission Study 2 ( g ) ,  p.41. 

I b i d . ,  p.37.  

Be ig i e ,  Economic Framework, p.98.  

Science Council  of Canada, S p e c i a l  Study $22,  December 
1 9 7 1 .  The M u l t i n a t i o n a l  firm, Foreign D i r e c t  Investment 
and Canadian Sc ience  P o l i c y ,  A. J .  C o r d e l l ,  In format ion  
Canada, 1971, p .51.  

Chapman, Forsy the ,  Lapp, P a t t e r s o n ,  Upper Atmosphere 
and Space Prcqrwes i n  Canada, Science S e c r e t a r i a t ,  
Privy Council O f f i c e ,  O t t a w a ,  1967, p.46-7 
( h e r e i n a f t e r  r e f e r r e d  t o  a s  t h e  Chapman Repor t ) .  

"Hot Eiace t o  Bui ld  S a t e l l i t e s " ,  F i n a n c i a l  P o s t ,  30  
?;ovember, 1 9  6  8 ,  p.  7 .  

~ e l e c o n m i s s i o n  Study 2 f g ) ,  p . 2 5 - 3 0 .  

n-  ,na?zan Report ,  p .  39-41.  

C%=z.an Report, s.39, Science Council  of  Canada 
2e2or t  i l l  A Space Trogram for Canada, Queen ' s  P r i n t e r ,  
Ot tma,  1367 ,  p.17. 



38. Park ,  Frank & Libb ie ,  matomy of Big Business,  Tarontg,  
, . 1962, Progress  Books, p. 46 .  

3 9 .  Chapman ~ e p o r t ,  p. 42-44. 

40. ~ i n a k i a l  P o s ~ o r p o r a t i o n s  Se rv i ce ,  Toronto % 

Combines Communications L td . ,  September 1 0 ,  1976. 

4 1 .  Spar  Aerospace Ltd. ,  ~ n n u a l  Report ,  1977. 

4 2 .  Chapman - ~ e p o r t ,  p. 51-2. 
, 

43. ~ i n a n c i a l  P o s t  Corpora t ions  Se rv i ce .  

4 4 .  Chapman Report ,  p.44-5. 

45. Doern, G.  Bruce,  The Development of  P o l i c y  Organiza t ions  
i n  t h e  Execut ive  Arena, i n  Doern & Aucion ( e d . )  
The S t r u c t u r e s  of  P o l i c y  Making i n  Canada, p-- 

/ 
4 6 .  See Doern,, I b i d . ,  p.71; a l s o  "Hor i zon ta l  and V e r t i c a l  - 

P o r t f o l i o s 1 '  i n  Doern & Wilson, I s s u e s  i n  Canadian 
P u b l i c  P o l i c y ,  p.316. Re jec t ing  t h e  n o t i o n  o f  a0 
" i n n e r "  Cabine t ,  s e e  Robertson,  Gordon, "changing Role 
o f  P r ivy  Counci l  O f f i c e t t ,  Canadian P u b l i c  Admin i s t r a t i on ,  . ,  

Vo1.14 mo.4, Winter 1971, p.495; o r  Hicks,  Michael ,  
"Treasury Board of Canada and i t s  c l i e n t s " ,  Canadian 

I P u b l i c  Admin i s t r a t i on ,  p.187. k 

4 7 .  Doern, l l P o l i c L g a n i z a t i o n s t t ,  p.  73. 

4 8 .  See ~ z a & l o w s k i ,  G .  J .  "The Optimal P o l i c y  Making 
System: I m p l i c a t i o n s  f o r  the7Canadian  P o l i t i c a l  Process"  
i n  T. A. Hockin (ed.  ) Apex of Pow-, P r e n t i c e  H a l l ,  
Toronto,  1977; a l s o  s e e  Doern, "Recent Changes i n  
t h e  Philosophy of P o l i c y  Making i n  Canadan,- Canadian 
Jou rna l  of P o l i t i c a l  Sc i ence ,  No. 2 ,  Vol.IV, p.254-260. 

. 49.. Government of Canada, PPB Guide ( r e v . e d . ) ,  September, 
1969,p.14. 

v 
\ 

50. Lmern, "Po l i cy  O r g a n i A t i o n " ,  p.39-42. 

-. yi. ~z ' ab lowsk i  , G .  J. , " ~ ~ t i m a l   stern", p. 140. Szdblowski 
n o t e s  t h e  move had n o  formal  announcement. The 

- - 
Treasu ry  Board issued a Press Rele$se, January 26, 
1967 which r ece ived  l i t t l e  i f  any c-1 a t t e n t i o n .  

A -- - 



52.  See Szablowski, "Optimal System"; Doern, "Changes ' 
i n  Philosophy o f  P o l i c y  Making", p.254-260; 
Robertson, "Changing Role o f  PCO", p.489-91; a l s o  
Robertson "Canadian Par l iament  and Cabinet  i n  Face 
of Modern Demands", Canadian Pub l i c  ' ~ d m i n i s t r a t i o n ;  
Vol.VX1, F a l l  1968, p.272-9. 

Johnson, "PPB and Decis ion Making", a d d r e s s - d e l i v e r e d  
June 18, 1970, Conference of  Soc ie ty  of  I n d u s t r i a l  _ 
A c c o - ~ t a n t s  i n  Toronto,  c i t e d  i n  Szablowski,  - . G 

"Optimal Systems", p.140. 
B 

Robertson,  "Changing Role of PCO" , p. 488-91; z . - ,  
Doern "Changes i n  P o 1 i . c ~  Making", p. 254-60. , - 

/- 
I' 

Doern,- "Pol icy  Organiza t ionU, ,p .39-42 .  

Doern, "Changes i n  Philosophy of P o l i c y  Making", 
p. 243-50; Szablowski, "Optimal'  Sy'stems", p. 135-6;  - 
see a l s o  PP3 Guide. 

57. Canada-, House of Commons bebte.s ,  a arch 5 ,  1 9 7 4  ,. 
p. 4423-4. 

58 .  Doern; "Pol icy  Organ iza t ions" ,  p . 4 1 . ,  

Rmbertson, G .  "Changing Role o f  PCO", p.500-506, 
* 

See Johns'on, A. W. , "Treasury Board of Canada 'and 
t h e  Machinery- o f  Government i n  t h e  l 9 J O  ' s  ", Canadian 
~ o u r n a i  0-f P o l i t i c a l  Science,  Vol.Iv,  No. 3, September 
1971. .See a l s o  Hicks,  24. ' ~ r e a s u r y  Board",  p.186; 
White, W. L ;  and 'S t r i ck ,  J.C., Po l i cv  P o l i t i c s  
and the Treasury  Board In canadian & v e r m e n t ,  a 

Science Research A s s o c i a t e s . L t d , ,  Don M i l l s ,  Ontario-, 

6 1 .  Xhi te  and S t r i c k ,  P o l i c y ,  P o L i t i c s  and Treasury Board, 
p,,3-4 ; Johnson, " T r e a s ~ r y  Board and Government", 
p. 348-50. - \ - .- . 

, 5 2 ,  Doern, "Po l i cy  Organization", p.69-71; Johnson,  
"Treasury Boars and Government", p.350. 

'3 

6 3 .  Doern, "Changes i n  d hi lo so&^ of  P o l i c y  ~ a k i n g " ,  - - .  
2 . 2 4 9 ;  a l s o  S teve  ~ a n ~ d o n ' ,  "5 L i b e r a l  ~ a r $ ~ e s  
whot s Who", Weekmd X a g a z i p ,  F'ebrkary ,25, 1878; 

A. 
Doern and "hidd, P o l i t i c s  and Managment'of Canadian 

A 
zcmomic Po3icy, X a c f f i ? I a r r ,  
appendix C, p .568-69.  R. B .  
inc luded  anon4 zhese  - > 
zent ioned  as zcxerfsl and i n f l u e n t i a l  s e n l o r  Civil 
servants. 

-- 
L 

, . .. 
- - 

3 .  - - 2 - -  A- - - -- - 



Robertmn, J '€frangiG R o l e  of the ert deve fopm+ - 

of t h e  'committee system,  see pages 489-91; a l s o '  i n  - * 

"Canadian Pa r l i amen t  and%Cabinet  i n  Face of  Modern 
Demands", a t  p.272-7. 

< 

\-. 
Kernaghan , *  "Responsible  P u b l i c  Bureaucracy: ' A 
Rat iona l e  and Framework f o r  Analys i s" ,  Canadian 
P u b l i c  ~ d m i n i s t r a k i o n ,  Vo1.16, 1973, p.573. . . 

Doern, "Hor izonta l  and V e r t i c a l  P o r t f o l i o s " ,  f o r  h i s  
updated comments see P o l i t i c s  and Management, p.92-3. 

'55 
67. Mahon, "Canadian P u b l i c  Po l i cy :  The Unequal S t r u c t u r e  

o f  Represen ta t ionf r .  

- 
% 

68.  . Doern, "Pol icy  0 r g a n i z a t i o n " , , p . 4 8 .  

Address t o  t h e  Annual Meeting of t h e  Canadian T e x t i l e  
I n d u s t r y ,  r e p r i n t e d  i n  t h e  Canadian T e x t i l e  J o u r n a l ,  
June 1964, p.38. 

Mahon, "Canadian P u b l i c  Po l i cy :  The Unequal S t r u c t u r e  
of Represen ta t ion" ,  p.176-82. 

Stegeman, Canadian  on-~ariff B a r r i e r s  t o  Trade,  
sponsored by Canadiaq Jkonomic P o l i c y  P r i v a t e  
P lanning  Assoc i a t i on ,  Montreal ,  1973, p.36-7. 

Jan isch ,  "The Role of t h e  Independent Agency". 

Department o f  Communication Act,  RSC 1970, c.C-24, c, ~anernmentda, o t t O t a ,  
January 1975, p.801. 

Doern and Phidd,  P o l i t i c s  ,and Managemen 

I b i d . ,  p.416. The de t e rmina t ion  o f  an " e f f i c i e n t "  
marketplace  add the role,of competxtion have impor t an t  
i m p l i c a t i o n s  f o r  economic p o l i c y  g iven  o u r  economic 
structure&. These p o i n t s  w i l l  be  d i s c u s s e d  f u r t h e r  i n  2, 

fo l lowing  s e c t i o n s  on t h e  exp lana t ion  of a h i s t o r i d c a l  
r a t i o n a l e .  

I b i d . ,  p.419, 4 4 5 ,  448. Doern and' Phidd have reLegated . 
t h e  DCCA t o  t h a t  of  " a d m i n i s t r a t i v e  r d s p o n s i b i l i t i e s " ,  
Its f u n c t i o n a l  r o l e  i s  n o t  conceivediof  as f&ng a  
p r i o r i t y  i n f l u e n c e  i n  de te rmin ihg  economic p o l i c y .  
I n  r e l a t i o n  t o  Mahon's t h e s i s ;  t h i s c o n g r u e n c y  o f  
opinion i s  s i g n i f i c a n t  when unders tood i n  t h e  c o n t e x t  
of-our economic s t r u c m r e  and power r e l a t i o n s .  



- - 

77. b o e r n ,  "Po l i cy  Organ iza t ionw,  p.  48. 

7 8 . '  s c i e n c e  Council  of  C a n a d a l s F i r s t  Annual Report ,  Ottawa, 
- . ?  ~ u e e n ' s  P r i n t e r ,  1967, p.26; s e e  a l s o ,  Canada, 

House of Coimnons Debates ,  27 Par l iament  1st Sess ion ,  J 

p.2841; 
. . 

79. Doern, " P r e s s u r e  Groups and t h e  Canadian Bureauc "9-G- 
S c i e n t i s t s  and Sc ience  P o l i c y  Machinery", i n  
Kernaghan ( e d . ) ,  Bureaucracy i n  Canadian Government, 
Methuen, Toronto,  1969. 

i0. Dee~n,  bid., p. 115-18; see  a l s o  Doern, do he Role of 
- C e n t r a l  A d v i s o r y " ~ o u n c i l s  - The Science counci l '  o f  

Canada", i n  Doern and Aucion, S t r u c t u r e s  of  P o l i c y  
Making i n  Canada, p.248. 

81. Sc ience  Counci l  Annual Report,  1967, 1968. Also 
Sc ience  Counci l  of Canada Report  #4,,Towakd a Na t iona l  
Sc ience  P o l i c y  f o r  Canada, Ottawa, 1968. 

82. Sc ience  Counci l  ~ e ~ o r t  # 4 ,  s c i ence .  Council  Annual 
Reports ,  1967, 1968. . 

83. DQern, "Science Counci l " , ' p .260 .  

84. Doerr ,  A I D . ,  "Role o f  White Papers" ,  i n  Doern and 
Aucion (ed . )  S t r u c t u r e s  o f - P o l i c y  Making i n  Canada, 
p. 379-203 (184) . 

/ 
85. Wilson, V. Seymour, "The Role o f  Royal Commissioris 

and Tksk Forces";  i n  Doern and Aucion, S t r u c t u r e s  of  
P o l i c y  Making i n  Canada, p. 1-22-6. 

86. I b i d . ,  p.124-5. 



s 

CHAPTER FOUR - CONTEXT 

1. SETTING THE STAGE 

The perception of a necessity to create a policy arises 

out of specific economical-political-social cond'itions. 
r 

Attention was drawn to the issue of the usage and control 

. of satellite technology by its unique characteristics 

and the implications they fostered for its implementation. 

A satellite system was perceived as threatening or 

advantageous, depending on the interest group. The 

governmental spokesman for these interests, in instigatikg 

a policy proposal; crossed departmental responsibilities 

and policy formulation exceeded the traditional policy channels. 

Fi.rst it is necessary 

of the new technology 

perceived as a threat 

facilities oper'ators. 

to acknowledge the characteristics , 

in order to explain why it could be 

to the traditional telecommunication . ' .  

The potentials of the-hardware 

take on a particular significance given tKe political . .  
climate and economic concerns of the time peri6d in which 

r_ 

. t h e  tpchnology : is heralded. 
. . 

% 

a. Hardware 

The transkission of signals via satellite affords certain 

ad~an~tages over land-based syst~ms. The significant 
I 

difference and inherent advantage of a satellite system 

are that costs are independent of distance. Also, since 

the transmission from the @ace segment can cover a large 



portion of t h e  hemisphere,  d i s t r i b u t i n g  s i g n a l s  point  to  , 

p o i n t  o r  t o  m u l t i p o i n t ,  t h e  e a r t h  segment o r  

s t a t i o n s  of a  s a t e l l i t e  system w i l l  de te rmine  t h e  

s y s t e m ' s  c a p a b i l i t i e s .  The space  segment by n a t u r e  o f  

i t s  f u n c t i o n ,  i s  a two-way system. Ground s t a t i o n s  

can be designed f o r  g e n e r a l  purposes o r  s p e c i a l i z e d  
. 

f u n c t i o n s .  They c+ be  t o  r e c e i v e  o r  t r a n s h t  o n l y ,  

o r  perform bo th  t a s k s ,  f o r  t h e  c a r r y i n g  o f  s i g n a l s  by 

analogue o r  d i g i t a l  t e chn iques  f o r  t h e  t r ansmis s ion  of 

v o i c e ,  v ideo  o r  d a t a i  \ 

-%3 

The l o  d- a t i o n  of  t h e  ear* s t a t i o n  can be an impor tan t  f a c t o r .  

T h e ' c l o s e r  t h e  ground s t a t i o n  antannaes  a r e  l o c a t e d  t o  

t h e  o r i g i n a t i n g  t r ansmis s ion  and end-recept ion p o i n t s ,  

' .  t h e  g r e a t e r  t h e  economic advantage.  S e r v i c e s  d e s t i n e d  

f o r  urban c e n t r e s  a r e  c u r r e n t l y  r ece ived  and t r a n s m i t t e d  

a t  ground s t a  I! - 4 n s  l o c a t e d  o u t s i d e  t h e  urban c o r e  (due 

t o  congested a i r  waves i n  popula t ion  c e n t r e s ) .  Accessing 
d 

t h e  s a t e l l i t e  t h e n  r e q u i r e s  f a c i l i t i e s  ( u s u a l l y  t h e  

t e l ephone  companies ' )  from t h e  urban c o r e  t o  the>round 

s t a t i o n .  Recent developments i n  des ign ing  t h e  s a t e l l i t e  

sys tem t o  u s e  a  d i f f e r e n t  (h ighe r  f requency)  bandwidth 

of  t h e  r a d i o  spectrum t o  avoid frequency i n t e r f e r e n c e ,  

a l l o w  t h e  an tennae  t o  be  p laced  i n  c l o s e  proximity  t o  

t h e  end p o i n t s  (e .g .  roof t o p  an t ennae ) .  These changes 

e l i m i n a t e  t h e  need f o r  "back hau l"  f a c i l i t i e s  and t h e r e f o r e  

reduce  c o s t s  f o r  t h e  u s e r s  o f  t h e  s a t e l l i t e  system. 



Fur ther  developments i n  the design and c a p a b i l i t i e s  

of s a t e l l i t e  systems i n c r e a s e  i t s  p o t e n t i a l  advantages 

over c u r r e n t  microwave and cab le  technologies .  (Note: 

F i b r e  o p t i c s  a r e  being - developed, p a r f i c u l a r l y  dy t h e -  

te lephone companies, a s  an innovat ive f e a t u r e  compatible 

with t h e i r  e s t a b l i s h e d  f a c i l i t i e s  which would d r a s t i c a l l y  
/ 

c' 

improve capaci ty  and c a p a b i l i t i e s '  s u i t a b l e  t o  c a b l e  

hardware. ) 

b. Usage - Impl ica t ions  - 

The hardware of a  s a t e l l i t e  system can be i n t e g r a t e d  

with e x i s t i n g  f a c i l g t i e s  o r  developed f o r  s e r v i c e s  
> 

s e p a r a t e  from e x i s t i n g  communication s e r v i c e s .  How 

it is  used w i l l  determine t h e  p o t e n t i a l  n a t u r e  of t h e  

t h r e a t  t h e  technology harbours .  S a t e l l i t e  usage has 

s o  f a r  n e c e s s i t a t e d  a  depe ence on i n t e g r a t i o n  with 9 
t h e , t e l e c o m u n i c a t i o n  common c a r r i e r  f a c i l i t i e s ,  a s  

t h e  r o l e  of t h e  s a t e l l i t e  system has been t h a t  of a 
C 

medium f o r  ca r ry ing  and d i s t r i b u t i n g  s i g n a l s .  Due t o  

t h e  f a c t  t h a t  a  v a r i e t y  OF telecommunication s e r v i c e s  

r e q u i r e s  access  t o w t h e  end f a c i l i t i e s  t r a d i t i o n a l l y  

c o n t r o l l e d  by t h e  telephone indus t ry ,  in t e rconnec t ion  

of t h e  systems i s  c r u c i a l  t o  t h e  funct ioning  of t h e  
-. 

s a t e l l i t e  system. The telephone companies' p o s i t i o n  

on in terconnect ion  w i l l  be determined by t h e  e x t e n t  of  

t h e  perceived t h r e a t  of t h e  r e l a t i v e  competi t ive o r .  - 
complementary r o l e  of s a t e l l i t e  technology. Since 



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 an attractive alternative 

to land-based systems for the provision of long haul 

transmission of point 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 establisbd 

institutional structure. For instance, the significance / 
1 - 

of a communications satellite + operating in conjunction 

with cable television operators is evident from the 

following pfoposition: 

"Suppose that the existing over the air 
broadcast facilities and the existing land 
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 perf-ed, probably more 
efficiently and cheaply than is the case 
at present. " 1 

Cable tele'vision has already disrupted the staid 
4 

institutional-structure of the telecommunications and 

broadcasting industries. It has the technical potential 
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t o  p rov ide  an a l t e r n a t e  means f o r  conduct ing t h e  

swi t ch ing  and pick-up and d e l i v e r y  f u n c t i o n s  of  bo th  

b roadcas t ing  t h e  t e l ephone / t e l eg raph  s e r v i c e s .  The 

j u r i s d i c t i o n a l  b a t t l e  over  t h e  e f f e c t i v e  c o n t r o l  of 

t h e  technology h a s  c r e a t e d  an i n s t i t u t i o n a l  s t r u g g l e  

between t h e  power base  o f  t h e  e s t a b l i s h e d  s t r u c t u r e  

( t e l ephone  companies) and t h ~  purveyors  o f - t h e  new 

technology of  c a b l e  t e l e v i s i o n  systems.  For  t h e  t i m e  

be ing  t h e  economic power base  o f  t h e  common c a r r i e r s  

i s  t h e  dominant f o r c e .  

C e n t r a l  t o  t h e  n a t u r e  o f  t h e  t h r e a t  i n h e r e n t  i n  t h e  new 

i 
t e c h n i c a l  systems i s  t h e  i n t e g r a l  r e l a t i o n s h i p  y e t  t o  

be  forged  of t h e  dynamical ly  growing. i n d u s t r y ' o f  d a t a  

p roces s ing  and t r ansmis s ion .  The new s e r v i c e s  o f f e r e d  

by t h e  computer i n d u s t r y  a r e  increas ing l 'y  dependent 

upon communication l i n e s .  The con t rove r sy  i s  forming 

as t o  who has  t h e  r i g h t  t o  c o n t r o l  t h e  t e r m i n a l s ,  t h e i r  

i n t e r c o n n e c t i o n  wi th  e x i s t i n g  systems and b e  t h e  

tran"smissionPprovisioners. A s  b f o r m a t i o n  t r a n s f e r  by 

networking i n c r e a s e s ,  t h e  common c a r r i e r s  a r e  exceeding ly  

r e l u c t a n t  t o  r e l i n q u i s h  c o n t r o l  over  such a l u c r a t i v e  

s e c t o r  o f  t h e  economy. So f a r  they  have been a ided  by 
B 

p o l i c y  s t i p u l a t i o n s  which have r e s t r i c t e d  e n t r y  to  

anyth ing  of t h e  form l i k e  t h a t  of  t h e  s p e c i a l i z e d  common 

csrriers i n  t h e  United S t a t e s ,  and are o n l y  c u r r e n t l y  
, 
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f e s o f v i n g  t h e  i n t e r c o n n e c t i o n  i s s u e  between Trans 

Canada Telephone System and CN/CPT, a  d e c i s i o h  which 

w i l l  c l e a r l y  se t  an impor t an t  precedent .  

In  an economy o f t e n  c h a r a c t e r i z e d  a s  s h i f t i n g  from a  

manufacturing o r i e n t a t i o n  t o  a  s e r v i c e  o r i e n t a t i o n ,  a 

t r ans fo rma t ion  described as e n t e r i n g  t h e  p o s t - i n d u s t r i a l  
. 

economy phase,  w i t h  e s t i m a t e s  t h a t  p l a c e  4 6 %  of t h e  
- 

United S t a t e s  GNP a s s o c i a t e d  wi th  in format ion  t r a n s f e r  

and process ing ,  c o n t r o l  over  t h e  i n fo rma t iona l  technology i s  a  

powerful  t o o l .  D r .  Manley I rwin  has  kemarked: 

"A key development t o  t h i s  t r ans fo rma t ion  i s  t h e  
movement toward a  knowledge o r  in format ion  
o r i e n t e d  economic system. To t h e  e x t e n t  t h e  
economy becomes c o p u n i c a t i o n  dependent,  
communications w i l l  p l a y  a c r u c i a l ,  v i t a l  and 
c r i t i c a l  role. " /2 

Theref ore, t h e  i n s t i t u t i o n a l  s t r u c t u r e  of  t h e  communication 

' i ndus t ry  i s  c r u c i a l  t o  d e f i n i n g  power r e l a t i o n s h i p s  i n  

, an information-based economy. I t  i s  n o t  s u r p r i s i n g  

then  t h a t  

r e g a r d i n g  

dominated 

I t  r a i s e d  

- 
t h e r e  w e r e  c o n t r o v e r s i a l  i m p l i c a t i o n s  

z 

t h e  e n t r y  of  s a t e l l i t e  s e r v i c e  t o  t h e  market 

by t h e  e x i s t i n g  telecox&unication i n s t i t u t i o n s .  

q u e s t i o n s  such as: Is t h e  r o l e  of  t h e  new 

technology t o  be used compe t i t i ve ly  w i th  t h e  e x i s t i n g  

f a c i l i t i e s  o r  i s  it t o  be  complimentary t o  them o r  
\ 

r a t h e r  s u b s e r v i e n t ?  Who w i l l  c o n t r o l  t h e  technology,  

t he reby  d e f i n i n g  i t s  uses?  Is t h e  new technology t o  be 
l 



directed by established arrangements and distribution 

of economic and political power inherent'ik those 

arrangements, or are institutional-arrangemenfs. going 
* .  

to be determined by new technological conditions? 
A2' 

I 

' Jl 

< 

The process of decision-making in policy and regulation .- 
v 

will determine the criteria of the market structure 

and thereby the power relationships of the economic 
- 

forces in a post-industrial society. As ~ickson 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 

The introductiQon of satellite technology had to face each of 
-& 

these questions and their implications.Though technically, , 

1 

satellite services seem integrally related to telecommunication 
, 

systems, the issue to be determihed was control. The ~erception of 

the technology as a threat to the established industry structure 

is an understandable rationale for the telecom firm's 

reservations. But the potential 

technology prompted support from 

associated manufacturing sector, 

the satellite system. 

c. Developmental Efforts 

advantages of the new 

the science community and 

and potential users, to implement . 
A 

~arly developments in Canadian experience with satellites 
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provided impetus for the idea that Canada should develop. 
+ - + 

a communications satellite system for domestic purposes. 

Canadi* terrain and demographics seemed particularly - - I 

appropriate for the appljcatfon of satellite technology. 

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 td many of the nation's ailments. The political, 

social and economic climate generated enthusiasm from 

various interest groups, such that the issue of satellites 

was perceived as important by others than those affected 

- .  
within the traditional telecommunications industry structure. 

The Canadian common carriers had had limited imput into 

the early stages of technical development. Canadian . b 

2 

involvement in space~esearch had grqwn out of irxternational 
. . 

commitments to satelite development. 
? 

Within a year of the U.S.S.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 experimental 

/ 

space technology. By 1960-1,- with encouragement from- 
P 

president Eisenhower for private enterprise to- develop 

and adopt satellites for commercial purposes, the U.S. 



Bell System's ~aboratories launched Echo I and later Telstar, 

Although Bell had developed the first commercial satellite 

in orbit, its early technical charactekistics appeared 

uneconomical. It was the Syncom series (1963-4) developed - 
1 

by Hughes Aircraft (adapted for Intelsat) which demonstrated - 

the advantages of a geostationary satellite for commercial 

purposes. Canada had Garticipated in a joint experimental 

research program with NASA. - 
i 

- .  

In 1962 in anticipation- of- a global communications system, 

Comsat was formed to represent the U.S. This was followed I 

by the establishment of the I-nternatimal Telecommunication 

Consortium (Intelsat) in 1964 to operate a global system. . 
Canada had also entered the Intelsa,t agreement represented 

•÷ 

by the COTC (now Teleglobe) . 

Canadian scientific research, involving the development of 

space technology for upper atmospheric study, had been 
-. 

underway-for some 20 years, largely under the conduct of 

the Defense Research Board: Developmental efforts were 

components of the Telstar and Relay I (NASA satellite) were 

designed and built-in Canada by the Defense Research Board. r\ 
- 

~t was the Alouette-Isis program that aroused considerable 1 

intelpst, since these satellites were built enprely in - 
Canada C D e f  en se R e s e a r c h  Telecemu~ication ~ s & f  ishmer r t  ) 

1 

and launched by NASA. The joint experimental program 

with NASA was agreed to after the successful launching 
% 
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of Alouet te  I i n  1962. , "One of t h e  condi t ions  made 

by t h e  Government of Canada was t h a t  Canadian indus t ry  4 . 
should be brought i n t o  t h i s  program t o  t h e  f u l l e s t  

e x t e n t  poss ib le  i n  o rde r  t h a t  by t h e  - w end of t h e  program 

a s k i l l e d  indus t ry  should e x i s t  i n  Canada f o r  space- 

c r a f t  developmentn. A s p e c i a l  Parl iamentary vote  was 
< 

provided t o  fund the program through t h e  Defense 

Research Board. 

I t  was on t h e  b a s i s . o f  t h e  Aloue t t e - I s i s  and ground 

s t a t i o n  experimental  program t h a t  t h e  ever&ual proposal  

f o r  a domestic s a t e l l i t e  program was defended with 

r e s p e c t  t o  having confidence i n  Canadian s c i e n t i f i c  

c a p a b i l i t i e s .  

R.C.A.,  deHavilland and Northern E l e c t r i c  and o t h e r  

companies; inc luding  Computing Services  of Canada, had 

con t r ibu ted  t o  t h e  Canadian space program, a s  d i d  a c 

l a r g e  p a r t  of u n i v e r s i t y  research .  By 1965-1966, t h e  
1. 

y e a r ' s  f i g u r e s  f o r  expenditure  i n  space resea rch  p r o j e c t s  

was about ~30,000,OPO. $17,500,000 was f e d e r a l  government 

expendi tures ,  $4,500,000 from t h e  United S t a t e s  

p a r t i c i p a t i o n ,  and nearly-$d,000,00U w a s  s p e n t  by indus t ry .  6 

By 1966 the research and deuelapment sectors-of -- 

government and indus t ry  were heavi ly  inves ted  i n  a 

commitment f o r  t h e  usage of s a t e l l i t e s  f o r  commercial 

purposes.  The need f o r  developing a market f o r  Canadian 

4' @ 
# 



* s t u d i e s  of  the n a t i o n a l  economic s t r u c t u r e  and of t h e  

, A economic p r o s p e c t s  were d i r e c t i n g  @en i'. ion  t o  t h e  n a t i o n a l  

q u e s t i o n  of developing an i n d u s t r i a l  s t r a t e g y .  There  

was a n  expressed need f o r  the p_romotion of a  secondary , 
i n d u s t r y  c a p a c i t y  i n  t h e  manufactur ing s e c t o r .  

Techn 'Fogical  innova t ion  was cons'Ldered a  key f a c t o r  
iY 
4 

i n  an W m t r i a l  growth s t r a t e g y .  Satellite 

technology,  an a r e a  i n  which Canada w a s  g a i n i n g  

r e c o g n i t i o n  and proving  c a p a b i l i t i e s ,  was promoted by 

t h e  s c e n t i f i c  co rnun i ty  and t h e  aerospace  manufac ture rs .  

I t  a l s o  became a c l a im  f o r  n a t i o n a l  i d e n t i t y .  Technologica l  

' progres s  w a s  s een  a s  a promotional  t o o l  f o r  unity and an 
t - - 

a i d  t o  r e v e r s i n g  t h e  " b r a i n  d r a i n "  of young s k i l l e d  

Canadians t o  t h e  United S t a t e s .  

d.  Con t r ibu t ing  Concerns 

Other i s s u e s  w e r e  also c o n t r i b u t i n g  t o  t h e  national 

c l i m a t e  of t h e  t i m e  and a f f ec t& the e a r l y  development of 

s a t 2 l f i t e  po l i cy .  

Af t e r  Diefenbaker ' s v i c t o r i o u s  campaign slow- of 

"nor thern  v i s i o k *  , n o r t h e r n  developrnenkhad become 

analogous wi th  taming Canada 's  l a s t  f r o n t i e r .  

conno ta t ions  of the n o r t h  t e ~ d  t o  an economic, a s  much 
L 

a s  geographica l ,  i z t e r p r e t a t i o n ,  as  it i s  o f t e n  use2 



syricnynously w i t h  that which i s  undeveloped and 

co r r s saond ing ly  e e s i g n a t e s  much of t h e  v a s t  t e r r i t o r y  
2 

,ahcve t h e  sou the r2  eas t -wes t  band of ~ a n a d a ' s ,  > 
p o ~ u i a t i o n  and base  o f  economic ac ' t i v i t y .  w e s t  

C 
h a d a h e n  e x p l o i t e d  f o r  development of t as t ,  s o  was 

t h e  n o r t h  soush t  for t h e  enhancement of  t h e  economic 

base o f  t h e  s s g t h ,  and p a r t i c u l a r l y  t h e  mu l t i -na t iona l  
L 

c o r p o r a t i o n s '  reso7Jrce  e x t r a c t i o n  i n d u s t r i e s .  A s  t h e  

t r a n s c o n t i n e n t a l  r a i l r o a d  gad a i d e 3  an e a r l i e r  p e r i o d  
i 

ef e c s z c n i c  develcgnent, s o  now were telecom f a c i l i t i e s  

s o u g h t  f o r  f o s t e r i n 5  economic growth. 

"Telecommunicaticns a r e  an i n t e g r a l   art of  
t h e  e c o n o m i c ' i n f r a s t r u c t u r e  and a r e  
e s s e n t i a l l y  v i t a l  f o r  a r eg ion  o f  slow growth 
a s  t h e i r  a v a i l a b i l i t y  can compensate f o r  some 
of t h e  p h y s i c a l  d i sadvantages  of l o c a t i o n  i n  
such a r e g i o n . "  9 - 

? ; a t i ona l  i d e n t i t y  ahd  n a t i o n a l  u n i t y  had become a  
, . 3 

preoccupa t ion  as Canada was approaching h e r .  c e n t e n n i a l ,  

with t h e  q u e s t i o n  "Vho a r e  we?" a s  t h e  n a t i o n a l  pas t ime . .  - a 

The American g i a n t  w a 5  n o t  cons idered  q u i t e  s o  

coxEor tab le  t o  be s l e e p i n g  b e s i d e  anymore. I t  was a  

tir,e f o r  re -exmina t ion  of  what it meant 'tn he r ; ln=a i=n  

There w a s  growin5 o iv i l* re s t  i n  Quebec and s t r o n g  

w 
zmmmenta for iriledec n a t m l i s r n .  The Royal Commission 

s- ~ i l i n p a l i s m  and B i c u l t u r a l i s m  had been i n i t i a t e d  

h e r i t a g e  . 



S a t e l l i t e s  were cons ide red  a  t echno lo  ca l  marvel  

which would bind t h e  n a t i o n  by f a c i l i t a t i n g  communication -. 
and two-language b roadcas t ing  seqv ices  a c r o s s  t h e  land .  

8 

A u n i t e d  Canada w a s  cons ide red  a  p r o t e c t i o n  o f  i d e n t i t y .  

I t  was a . t echno logy  which tended t o  be viewed i n  an, 

i d e a l i z e d  c a p a c i t y  a s  a p b l i t i c a l  t o o l .  The . i s s u e s  of 

t h e  t ime had set t h e  s t a g e ,  t h e  p a r t s  f o r  t e p l a y e r s  9 
d were r e l a t e d  t o  t h e i r  i n t e r e s t  i n  t h e  i s s u  and t h e i r  

p a s t  exper ience ,  The p o s s i b i l i t i e s  of t h e  s c r i p t  h e l d  

a  d i v e r s i t y  of appeal  t o  t h e  numerous i n t e r e s t  groups,  

f o r c i n g  t h e  i s s u e  of s a t e l l i t e  p o l i c y  t o  be cons ide red  

beyond t h e  scope of  t h e  t r a d i t i o n a l l y  d e f i n e d  r o l e  of  
d 

r e l a t i o n s h i p s  between t h e  te lecom i n d u s t r y  and t h e  

government s e c t o r  r e s p o n s i b l e  f o r  i t s  r e g u l a t i o n  a n d  - 

d i r e c t i o n .  And, from t h a t ,  t h e  p o l i c y  making p r o c e s s  

took on a  unique c h a r a c t e r .  P o l i c y  formula t ion  took  

p l ace  o u t s i d e  t h e  e s t a b l i s h e d  depar tmenta l  p o l i c y  

channe ls  and regul 'a tory framework. 

2 .  SETTING THE POLICY PROCESS I N  MOTION 

The i n t e r e s t s  r ep re sen ted  w i t h i n  t h e . p r o c e s s  of 

p o l i c y  formula t ion  were beq inn ins  t o  ba r  t h e i r  c o n s t i t u e n t s .  -A 
- Becau'se of t h e  i n t e r p r e t e d  s i g n i f i c a n c e  02  t h e  new 

/ 

technology,  a  v a r i e t y  o f  i n t e r e s t s  were s eek ing  a  s ay  

in how a  proposal  t o  d e a l  w i th  it could be organized .  
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a.  S t ak ing  C l a i m s  

-1* 

/ e n  s p i t e  b f  t h e  r a p i d l y  i n c r e a s i n g  i n v e s t i g a t i o h  i n  
> 

space  r e s e a r c h  by t h e  e a r l y  s i x t i e s ,  no common 
\ 

o b j e c t i v e s  f o r  ~ a n a d i a n  a c t i v i t i e s  i n  t h i s  a r e a  had 

been def inedLThe s c i e n t i f i c  e f f o r t s  had been fragmented 

between s e v e r a l  depar tments  aria:agencies of t h e  

government, u n i v e r s i t i e s  and some s e c t i o n s  of  i n d u s t r y .  

  he' ~ b y a l  Commission on Government Organiza t ion  
- 

( January  1963) had c a l l e d  a t t e n t i o n  t o  t h i s  l a c k  of  

c o o r d i n a t i o n  and sugges ted  t h a t  it be conso l ida t ed  i n t o  

a  s i n g l e  agency. 10 However, it made no s p e c i f i c  

recommendation as t o  t h e  a p p r o p r i a t e  agency. I t  was 

no ted  by t h e  Commission, t h a t  t h e  Department of 

T ranspor t  should n o t  be  t o  s e t  up i t s  own 

f a c i l i t i e s  i n  response  t o  c o n s o l i d a t i n g  space  r e s e a r c h .  
._ 

Space technology was r e a l i z e d  a s  an i s s u e  which e n t a i l e d  
r 

c o n s i d e r a t i o n s  beyond t h e  c o n f i n e s  of  t h e  ves t ed  i n t e r e s t s  
4 

o f  t h e  e x i s t i n g  te lecom s t r u c t u r e .  

The common c a r r i e r s  be ing  i n t e r e s t e d  i n  t h e  advent  o f  

s a t e l l i t e  technology,  sought  t o  engage i n  a c t i v i t i e s  

which would i n f l u e n c e  i t s  p o t e n t i a l  deveLopment. The 

M i n i s t r y  o f  T ranspor t ,  t h e  f e d e r a l  Department r e s p o n s i b l e  

f o r  t h e i r  s e c t o r ,  r ep re sen ted  t h e  common c a r r i e r ' s  concerns  
/ 

i n  t h e  ensu ing  governmental d i s c u s s i o n s .  



i. P r i v a t e  ' I n t e r e s t s  

B e l l  Canada was t h e  f i r s t  of  

c a r r i e r s  t o  exp res s  i n t e r e s t  a 
of  s a t e l l i t e  technology,  and 

t h e  Canadian telecommunications 

i n  t h e  p o t e n t i a l  a p p l i c a t i o n s .  

mived i n  t h e  d i r e c t i o n  ' 

of s t a k i n g  a c l a i m  f o r  t h e  course  02 such deve lopment ._  

I n  t h e  s p r i n g  of  1966, ~ e 1 l " ' ~ a n a d a  a p p l i e d  t o  t h e  
J 1 .  

Department of T ranspor t  f o r  l ' icensing two exper imenta l  

ground s t a t i o n s  capab le  o f  t e lephone ,  d a t a ,  t e l e v i s i o n  

and b roadcas t ing  s e r v i c e s  t o  n o r t h e r n  communities. 

B e l l ' s  mandate f o r  s e r v i c i n g  no r the rn  r e g i o n s ,  a  p o t e n t i a l  

bene fac to r  of s a t e l l i t e  technology,  was t h e  b a s i s  f o r  ' , 

B e l l  s a p p l i c a t i o n .  B e l l  ' s proposa l  indluded t h a t  ' -  

Northern E l e c t r i c  would des ign  t h e  ground s t a t i o n  w i t h  

r e s e a r c h  and development f inanced  by B e l l .  B e l l ' s  

a p p l i c a t i o n  was suppor ted  by t h e  M i n i s t e r  o f  T ranspor t .  

I n  a. memorandum t o  Cabine t  on the-  i s s u e  o f  ground s t a t J o n  

ownership, t h e  M i n i s t e r  expressed  t h e  fo l lowing:  

"On  t h e  whole, g iven  t h e  p r e s e n t  domestic 
common c a r r i e r  p a t t e r n ,  it appears  t h a t  w e  
should permit  t h e  major domestic e n t i t i e s  t o  
p rov ide  t h e i r  own ground s t a t i o n s  i f  t h e y  . 
s o  d e s i r e ,  s o  long  a s  t h e  f e d e r a l  government 
r e t a i n s  c o n t r o l  of a c c e s s  t o  s a t e l l i t e  
c i r c u i t s  through l i c e n s i n g  under t h e  Radio 
Act. This  would mean t h a t  e i t h e r  t h e  TCTS 
group o r  t h e  CN/CP group, o r  bo th  would be 
pe rmi t t ed  t o  provide  ground , s t a t i o n s  i f  
t hey  so  d e s i r e  f o r  domest ic  purposes  on ly  
and s u b j e c t ,  of cou r se ,  t o  t h e  necessary  
c l e a r a n c e  on t e c h n i c a l  p lanning  wi th  t h e  
Department " 11 



As there was no government department or agency 
I 

directly responsible for the new technology, the 

application was heard by cabinet and the inter-departmental 

committee. The licences were approved by Cabinet in July, 

Also during the summer of 1966, the Science Secretariat 

0 of Privy Council commissioned a technical study under 

Dr. J. H. Chapman, Upper Atmosphere and Space Programmes 

in Canada (released February-1967). 
. t' . - -  

- 9  ' b 1 - .  

, Bell submitted a brief to the Chapman.sfudy-in September 1966 

hi'ch suggested the principal application' of a domestic 
7 .  

-\ is= 

satellite communication system should be to extend 
C 

reliable cofnmunication service to the north, while taking 

a more cautious attitude-to applying the technology to , 

the southern east-west parket. It was Bell's position 
1 

that only the established common carriers could ,adequately 
. 

meet the criteria for i'mplementing a domestic satellite 

system in Canada. This brief included the suggestion that 

satellite communication techniques should be introduced 

in an "orderly manner" so that possible dislocations 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 indicates 
\- 

the possible reluctance of the prairie provinces to 



endorse  a s a t e l l i t e  system. The p r a i r i e  provinces ' .  

t e lephone  systems were h e a v i l y  dependent on revenues  

from t o l l  t r a f f i c  r o ~ t e d  through t h e i r  microwave 

f a c i l i t i e s ,  and hence n o t  amenable t o  j eopa rd i z ing  

t h a t  income. TCTS a t t e m p t s  t o  main ta in  a u n i f i e d  approach 

w i t h i n  i t s  membership, and B e l l  a s  a le -3 der of  t h a t  

a s s o c i a t i o n ,  r e f l e c t e d  t h a t  p o s i t i o n .  The concern f o r  

p e n a l t i e s  t o  t h e  p u b l i c  i s  i n d i c a z i v e  of t h e  r e g u l a t o r y  - 

. system which a l l ows  c o s t  p e n a l t i e s  t o  t h e  ' t e  ephone 
I i 

companies t o  be - d i r e c t l y  passed on t o  t h e  consumer. A change 

6 - 
ih .  th'e-.flow o r  l e v e l  of  revenues  would l i k e l y  be accounted - 

* 
f o r  b y  a d j u s t i n g  t h e  r a t e  s t r u c t u r e .  . 

I n  November l9,66, Niagara TV, i n  connec t ion  w i t h  Power 

Corpora t ion  and R.C .A. ,  r e a c t i n g  t o  what wa.s seen  a s  

a p r o f i t a g l e  f u t u r e  o r i e n t e d  i n d u s t r y ,  sought  a p i e c e  

of t h e  a c t i o n .  They-app l i ed  f o r  t h e  l i c e n s i n g  of  a new 

t e l e v i s i o n  n a t i o n a l  network which envisaged a s a t e l l i t e  

c o r p o r a t i o n  f o r  d i s t r i b u t i o n  purposes .  l3 The proposa l ,  

i n t roduced  i n t o  t h e  Canadian c o n t e x t  t h e  U . S .  d e b a t e  

r ega rd ing  t h e  development of  domest ic  s a t e l l i t e  systems 

on t h e  i s s u e  o f  whether t h e  system should be des igned  

f o r  rnult ipurposes o r  f o r  ded ica t ed  s e r v i c e s  and how 

c o n t r o l  of t h e  i n d u s t r y  should be s t r u c t u r e d .  . ,. 

S h o r t l y  a f t e r  t h e  move by Power Corpora t ion ,  t h e  M i n i s t e r  

od Transpor t  s e n t  a memorandum t o  Cabinet  r ega rd ing  

t h e  development of s a t e l l i t e  communication (November 1966) .  
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An it t h e  M i n i s t e r  recommended t h a t  t h e  i n t e r d e p a r t m e n t a l  

committee on telecommunications be au tho r i zed  t o  develop 

p o l i c y  recommendations r e l a t i n g  t o  ground s t a t i o n  

ownership of  a s a t e l l i t e  system used f o r  domest ic  

communication, and a t  t h e  same t i m e  t h a t  " c o n s i d e r a t i o n  

o f  i s s u e s  r e g a r d i n g  ownership of  t h e  space ' segment  be 

i postponed pending c l a r i f i c a t i o n  o f  United S t a t e s  p o l i c i e s  

and completion of t echn i ' c a l  s t u d i e s  then  underway i n  

Canadan. l4 By i m p l i c a t i o n ,  t h i s  r a i s e d  t h e  p o s s i b i l i t y  

t h a t  i n i t i a l l y  s a t e l l i t e  spaces  f o r  domestic communication 

might be  l e a s e d  (presumably on I n t e l s a t  system) r a t h e r  

t han  be ing  p a r t  o f  = f u l l y - i n t e g r a t e d  domest ic  s a t e l l i t e  

system. Again t h i s  p o s i t i o n  was c o n s i s t e n t  w i ~ e l l ' s .  

B e l l ' s  submission t o  t h e  Sc ience  Council proposed t h a t  t h e  

l e a s i n g  of s a t e l l i t e  space  i n i t i a l l y  followed by ownership 

(whether  independent o r  j o i n t l y  w i th  o t h e r  common c a r r i e r s )  

-would appear  t o  be t h e  most s u i t a b l e  e v o l u t i o n .  The ' 

submiss ion a l s o  inc luded  a s t r o n g l y  expressed p re fe rence  

f o r  t h e  i n d u s t r x  r e t a i n i n g  ownership of  t h e  ground 

s t a t i o n .  l5 COTC had a l s o  favoured t h e  p o s s i b i l i t y  o f  

1 6  b 

l e a s i n g  channe ls  f o r  domest ic  purposes from I n t e l s a t .  

The i r  p r e f e r e n c e  had l i k e l y  a n t i c i p a t e d  t h a t  COTC would 

manage such an  arrangement l i k e  t h e i r  U.S.  c o u n t e r p a r t ,  

Comsat. However, f o r  COTC t o  e n t e r  t h e  domestic scene 

would r e q u i r e  an amendment t o  C O T C ' s  charter-.? 



ii. I n t e r n a l  I n f l u e n c e s  

Following t h e  i n i t i a l  Cabine t  d i s c u s s i o n s  r e g a r d i n g  

t h e  M i n i s t e r  of T r a n s p o r t ' s  memorandum, Gordon ~ o b e r t s o ~  

of  t h e  P r i v y  Council  O f f i c e  prepared f o r  Prime M i n i s t e r  

Pearson a c o n f i d e n t i a l  memorandum on "Space S a t e l l i t e  'c-' 
Communications Systems f o r  Domestic Use i n  Canada". 

This  was submit ted t o  t h e  Prime M i n i s t e r  i n  February 

and c i r c u l a t e d  t o  M i n i s t e r s  f o r  c o n s i d e r a t i o n  p r i o r  t o  

t h e i r  March meet ings .  

Rober t son ' s  memorandum was c r i t i c a l  o f  t h e  approach 

t aken  by t h e  M i n i s t e r  of  T ranspor t  on t h e  s e p a r a t i o n  of 

i s s u e s  wi th  r e s p e c t  t o  t h e  e a r t h  and space  segments. 

He claimed t h a t  t h e  h i g h e s t  p r i o r i t y  should b e  g iven  

t o  t h e  development of an o v e r a l l  and comprehensive p o l i c y  

on s a t e l l i t e  communications. Robertson w a s  most 

e n t h u s i a s t i c  about  t h e  p o t e n t i a l s  of t h e  new technology 

f o r  t h e  Canadian con tex t .  1 7 '  

"The mind boggles  a t  what t h i s  means f o r  a 
country  l i k e  Canada where~cornmunicatidns 
over  v a s t  un inhabi ted  d i s t a n c e s  p r e f e r a b l y  
i n  two languages a r e  obvious ly  e s s e n t i a l  
and have always been a sou rce  of enormous 
expense." 1 8  

The economies t o  be  achieved wi th  t h e  t e c h n i c a l  c a p a c i t y  - 

, of s a t e l l i t e s  'being independent of d i s t a n c e  and t h e  < 

. c-apaci ty  t h a t  - could '  be provided f o r  telecomrnunicatsion 

service 's  were p r o f f e r e d  wi th  t e c h n o l o g i c a l  i d e a l i s m  



as an o p p o r t u n i t y  f o r  Canada, " f a r  g r e a t e r  than  t h e  

o t h e r  communication systems of t h e  p a s t  e v e r  envisaged".  
C 

But Robertson w a s  a l s o  aware of  t h e  t h r e a t  p o s t u l a t e d  
' 

by t h e  p o t e n t i a l s  o f  t h e  new technology t o  t h e  e s t a b l i s h e d  

i n d u s t r y  and was s k e p t i c a l  o f  t h e  r o l e  such v e s t e d  

i n t e r e s t  should be  g iven  by t h e  p o l i c i e s  adopted: 

"There i s  no doubt t h a t  by making o l d e r  
technology obso le scen t  f o r  some purposes ,  
t h e  s a t e l l i t e  t h r e a t e n s  t h e  p o s i t i o n  and 
even t h e  s u r v i v a l  o f  t h e  companies whose 
o p e r a t i o n  have been based on t h e s e  
t echno log ie s .  . Canada must avo id  domination 
o f  i t s  communications from abroad,  by 
American p u b l i c  and p r i v a t e  i n t e r e s t s ,  and I 

. a t  home by such commercial g i a n t s  as t h e  
B e l l  Telephone Northern E l e c t r i c  complex." 20 

I n  March 1967 Cabinet  passed over  t h e  recommendations o f  

t h e  Transpor t  M i n i s t e r  and i n s t r u c t e d  t h e  In t e rdepa r tmen ta l  

Committee on Telecommunications t o  r e p o r t  n o t  on ly  on 
/' ti 

i s s u e s  of ground s t a t i o n  ownershi.p b u t  on q u e s t i o n s  s .  

* 

r e l a t i n g  t o  t h e  space segment a s  we l l .  The Committee 
C 

membership was expanded t o ' i n c l u d e  r ep re sen ta t ion ' f rom . 

t h e  Sc ience  S e c r e t a r i a t  of  t h e  P r ivy  Council  Off ice ,  

Cabine t  s e c r e l a r i a t  o f  t h e  P r i v y  Council  Off i c e ,  Ex te rna l  

A f f a i r s  a n d ' t h e  R e g i s t r a r  General .  

f 

m i l e  awa i t i ng  a government response ,  t h e  common c a r r i e r s ,  
& - 

, * 
* 

r_ 

TCTS and CN/CP, pd t  f o r t h  a j o i n t  a p p l i c a t i o n  •’0; 

ownership of a domestic s a t e l l i t e  system, and wh i l e  
- i 

government d e l i b e r a t i o n s  cont inued ,  o t h e r  p roposa l s  _ _  
'a- 
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w e r e  i n  p r e p a r a t i o n .  (R.C.A. submit ted a  b i d  f o r  o p e r a t i h  

- 

of a  sa te l l i te  system i n  September 1967, and Northern 

E l e c t r i c  d id  s o  i n  .January 1368. ) 22 Committee d l s c u s s i o n s  

were s t i l l  g rapp l ing  wi th  t h e  fundamentals  of  what ' the  

system could do' and how it should o p e r a t e ,  and t h e r e f o r e  -. -- 

were n o t  i n  a p o s i t i o n  t o  a c c e p t  s p e c i f i c  a p p l i c a t i o n s  
- 

f o r  ownership. 1 

The In t e rdepa r tmen ta l  Committee, w i t h  i t s  v a r i e d  

x e p r e s e n t a t i o n  of i n t e y e s t s ,  was r e s p o n s i b l e  f o r  weighing 
,' 

t h e  -?ontending op in ions .  T h e  s t a k e s  i n  t h e  i s s u e  w e r e  
? 

comiflg i n t o  focus .  
- 

9 

A r e p o r t  prepared f o r  t h e  Sc ience  Council  r e l e a s e d  i n  " 

J u l y  o f  1967 e n t i t l e d -  "A Space P r o g r a m e  f o r , C a n a d a U ,  

had n o t  been synonomous wi th  t h e  Chapman Report  f o r  t h e  

Sc ience  S ~ r e t a r i a t .  - 

- 

The Chapman Report  w a s  l a r g e l y  a t e c h n i c a l  r e p o r t  I 

based on t h e  views of t h e  i n t e r e s t e d  t e c h n i c a l  community. 

The Science Council  bad t aken  a  bfoader p o l i c y  o r i e n t e d  
il . 

approach,.  and where t h e  chapman', ~ e p o r t -  r e f l e c t e d  the '  
4 

views of  c e r t a i n  v e s t e d  i n t e r e s t s  l i k e  t h e  e s t a b l i s h e d  

telecornmunications c a r r i e r s  i n  r e spec t .  td s a t e l l i t e s ,  

the, Sc ience  Council  saw t h e  development; of s a t e l l i t e s  % 

i n  terms *. of  a  dynamic and impor tan t  oppor tun i ty  f o r  a  



- 
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broad based Canadian s c i e n t i f i c  endeavour exceeding 
- F 

t h e  v e s t e d  i n t e r e s t s - o f  common c a r r i e r s  i n  t h e  - 

telecornm&ications - i n d u s t r y .  The Science C o u n c i l A  

s t a t e d  t h a t :  " I t  i s  ve ry  impor t an t  t o  , recognize  t h a t  

t h e  i n t e r e s t s .  involved  a r e  much broader  t han  t h o s e  

" 2 3  o f ,  t h e  telecornrnunication indus txy  . 
C - e - 

The ~ c i e n t e  ~ o & c i l '  s recommendations r e p r e s e n t e d  a 
% 

s t r o n g  space  lobby of t h e  s c i e n t i f i c  -and i n d u s w i a l  

communities'  promotion f o r  a spade program. 2 4  The 
4 

Sc ience  Coyncil  b e l i e v e d  t h a t  d e c e n t r a l i z e d  r e s e a r c h  i n  
- 

P 

t h e  a p p l i e d  s c i e n c e s  would a l low,~aK'ada t o  ach ieve  t h e  
- 

g o a l  of promoting i n d u s t r i a l  development. 25 *- 

'S 

C.  M .  Drury, chairinan of t h e  In t e rdepa r tmen ta l  Committee 

on Telecommunications, was a l s o  M i n i s t e r  of industry, 
/' 

Trade and Comm&ce, and r e p r e s e n t e d  t h e  manufactur ing 
A 

s e c t o r .  Much of t h e  i n d u s t r i a l  c a p a b i l i t y  developed i n  t h e  

e a r l i e r  space  programs f a l l  i n t o  t h i s  s e c t o r .  2b Drury!~ i n p u t  
- 

on t h e  Committee i n d i c a t e d  he was s e n s i t i v e  t o  t h e  needs 

of  t h e  manufaf tur ing s e c t o r ,  p a r t i c u l a r l y  f o r  t h e  development of  

s u i t a b l e  markets f o r  space produc ts .  The p r i v a t e  i n d u s t r i a l  s e c t o r  

had r a i s e d  e x p e c t a t i o n s  from t h e  p r e d i c t e d  i n d u s t r i a l  b e n e f i t s  

l i k e l y  t o  acc rue  t o  them. This  pe rcep t ion  i s  

a t t r i b u t a b l e  t o  t h e  U.S. model of space programs. 

American i n d u s t r y  had been mobi l ized by t h e  m i l i t a r y  

and space  program. The e x p e c t a t i o n  was t h a t  Canadian 



Z 

i n d u s t q  would a l s o  b e  mobi l ized ,  n o t  f o r  m i l i t a r y  
- P 27 purposes ,  b u t  under t h e  a e g e i s  o f  socio-economic goa l s .  

, The M i n i s t e r  d f  Tr=n,sport, I .  W. P i c k e r s g i l l ,  con t inued  
# 

1 

' t o  p u t  f o r t h  a p o s i t i o n  sympathet ic  t o  t h e  common 

c a r r $ e r s .  I n  J u l y  of  1967, i n  a l e t t e r  t o  c . - M .  Drury, 

he expressed h i s  views on t h e  r o l e  of  t h e  common carrier 
r a 

i n  r , e la t ion  t o - a  domest ic  s a t e l l i t e  system. T h e '  

M i n i s t e r  f e l t  t h a t  t h e  r e l a t i o n s h i p  should b e  non- 

a n t a g o n i s t i c .  The s a t e l l i t e  system, he argued,  would 
b 

r e q u i r e  ground l i n k a g e  wi th  t h e  t e l e ~ h o n e  companjes'  . , 

f a c i l i t i e s  and hence he concluded t h e i r  coope ra t ion  would 

, b e  e s s e n t i a l  t o  t h e  p lanning  of  a system. This  conc lus ion  
- 
was i n  p a r t  based on t h e  premise t h a t  long  d i s t a n c e  

message'. t r a f  f i c  would be  c a r r i e d  'by s a t e l l i t e  and l i n k e d  

wi th  t h e  l o c a l  d i s t r i b u t i o n  f a c i l i t i e s  of t h e  t e r r e s t r i a l  

c a r r i e r s .  P i c k e r s g i l l  contended t h a t  t h e  coope ra t ion  

of t h e  

e f f e c t i  

t e r r e s t r i a l  c a r r i e r  would be e s s e n t i a l  t o  t h e  ' 

a- 
4 

ve use  o f  a s a t e l l i t e  system. H e  r ea f f i rmed  s - 

h i s  suppor t  f o r  t h e  ca r ; i e r s l  c la ims  by emphasizing t h e  

importance of  t h e  ground s t a t i o n  ownership  i s s u e  a s  a 

means o f  s ecu r ing  t h a t  coope ra t ion .  With r e s p e c t - t o  

t h e  ownership of  space  segment f a c i l i t i e s ,  t h e  M i n i s t e r  

s u g g e s e d  a t r i p a r t i t e  d i v i s i o n ,  t h e  f e d e r a l  government, 

t h e  common carriers,  and o t h e r  p r i v a t e  i n t e r e s t s .  
a 

He inc luded  t h e  f e d e r a l  government on t h e  r a t i o n a l e  t h a t  
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"it.would ensure a proper role with regard to those 

matters of overryding national significance as distinct 

from pure-ly commercial considerations". 28 

Although the debate *on iurther development of satellite * 

technology had taken -place largely among the represented 

vested dconomic interests, how it would be adopted for 

implementation, under whose control and for what purposes 
, i 

had also been forced to be considered in a socio-political 
C 

perspective. The political sensitivity of the issues 

had been brought to light by the 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 
- 
the decision-making process. The "national" significance 

of a policy proposal in the current nomic-socio-political 

climate was becoming evident. 

By the summer of 1967 it was clear there were conflicts 

within government and that those conflicts also represented - 

potential conflicts within industry and between industry 

and the public. What would be determined as the 

"national interest" was not clear. A Task Force was 

commissioned to study and advise on the question of 
B 

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 
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Upper Atmo- ramme i n  €an&a. Its 
/ 

funct ion  was m dated  J u l y  1-4, 1967 t o  examine Canada's 1 f u t u r e  a c t i v i t  s i n  t h e  use  of s a t e l l i t e s ,  i n  p a r t i c u l a r ,  

communication s a t e l l i t e s  and t h e i r  p o t e n t i a l  r o l e  i n  

Canadian telecommunication Services .  I n  p w p a r i n g  t h i s  

r e p o r t ,  t h e  Task Force c a r r i e d  o u t  in terv iews wi th  

numerous government departments,  t h e  telecommunications' 

i ndus t ry ,  aerospace manufacturers,  broadcas t ing  o rgan iza t ions  

and i n t e r n a t i o n a l  c e n t r e s  involved i n  space programs. 

The f ind ings  of Chapman's Tas 3 Force were submitted 

t o  Drury. 
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CHAPTER FIVE - OPERA-TION OF DECISION-MAKING 
1. FORMULATION 

a. Statement of Intent - A Policy Proposal 
- ' 

The Task Force submitted its report ip November, 1967 
/ 

% 2 . , 
and on March 28, 1968, the White Paper entitled "A , 59 

Domestic Satellite Communication System for Canada" was 

made public by the Minister of Industry, Hon. C. M. Drury. 

The White Paper was largely based on the work of the Task 

, force.' Its main premise was that primary concern should 

be given to the creation of a Canadian-owned and operated 

domestic satellite system. This is the first public 

disclosure of the government conclusion that "a domestic 
i 

satellite system is of vital importance for the growth, 

prosperity and unity of Canada and should be established 

as a matter of priority" . L  It embodied an accepted 

conclusioh that there was an established need, and that 

i 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. 3 

The White Paper outlined the background 

and use of satellites for communication 

to the development 

purposes and 

~anadian participation in that development. It rested 

its decision on the proposed benefits of television broadbasting 

services in both languages to all parts of Canada, on 

the advantages of increased services for the 



n o r t h  and on t h e  need f o r  i nc reased  c a p a c i t y  t o  m e e t  

eas t -wes t  communications t r a f f i c  demands. The d e c i s i o n  I t  

t o  g e t  i n t o  sa te l l i te  technology on a  domest ic  b a s i s  was 

cons ide red  t o  be  of some urgency i n  o r d e r  t o  r e t a i n  

o r b i t a l  "parking" s l o t s  f o r  t h e  space segment, and t o  

main ta in  a p l a c e  f o r  Canadian r e s e a r c h  and development 

i n  t h e  advancement o f  s a t e l l i t e  technologp.  To ach ieve  . 

t h e s e  o b j e c t i v e s ,  t h e  s a t e l l i t e  system was t o  be a  
b 

n a t i o n a l  under tak ing ,  o p e r a t i n g  a s  a  s i n g l e  system,  i n  

a  c o r p o r a t e  form. 

The document w a s  base8 on -an  emotional  appea l  t o  t h e  

e x p e c t a t i o n  of  s o c i a l  and p o l i t i c a l  b e n e f i t s  t o  be 
a. 

-2 

de r ived .  But y e t  t o  be.implemented were t h e  i n s t i t u t i o n a l  - a 

arrangements neces sa ry  t o  ach ieve  c r e a t i o n  of t h e  

e n t i t y  w i t h i n  t h e  s p e c i f i e d  perameters .  The White Paper 

on p o l i c y  f o r  t h e  i n t r o d u c t i o n  of  sa te l l i tes  became 

t h e  v e h i c l e  f o r  t h e  enunc ia t ion  of  t h e  n a t i o n a l  o b j e c t i v e s  

I 
of  t h e  t i m e  a s  t h e  sys t em ' s  o b j e c t i v e s .  

L M 

i, Na t iona l  Ob jec t ives  as System Objec t ives  

Northern Development 

Northern development had become a  n a t i o n a l  o b j e c t i v e .  
P 

Resource e x p l o r a t i o n  w a s  f l o u r i s h i n g .  The sa t e l l i t e  

system was an inducement. The r a t i o n a l e  f o r  s e c u r i n g  
-a 

a  s a t e l l i t e  system f o r  f u r t h e r i h g  economi"~ development 

of  t h e  n o r t h  became e x p l i c i t  du r ing  deba te  of t h e  B i l l .  

The promotion of s a t e l l i t e  s e r v i c e  i s  couched 'in- 'terms' 
* 



-- 

of  "communication needs i n  t h e  no r th"  b u t  t h e  
*& 

assumptions o f  t h e  White Paper a r e  i m p l i c a t i v e  of t h e  

purposes  a s a t e l l i t e  system was expected t o  s e rve .  
I 

The p o l i c y  assumption t h a t  i s  c o n t i n u a l l y  r e i t e r a t e d  

wi th  r e s p e c t  t o  n o r t h e r n  s e r v i c e ,  i s  t h a t  Canadians 

expec t  and a r e  e n t i t l e d  t o  h igh  q u a l i t y  communication 
d 

s e r v i c e s . *  ~ h e r & f o r e  it was seen  t h a t  t h e  s a t e l l i t e  

was t h e  economic s o l u t i o n  f o r  t h e  p r ~ v i s i o n  o f  

communicatibn s e r v i c e s .  But wi th  r e s p e c t  t o  i t s .  

implementation i n  t h e  n o r t h ,  t h i s  i s  based on 

a&commodating t h e  needs of t h e  * imported s o u t h e r n e r s  

involved i h  t h e  economic development oS t h e  n o r t h .  
=a 

This  i d e a  of no r tbe rn  s e r v i c e  i s  based o n , t h e  d i sadvan tages  - . - 
% . , 

- a s s o c i a t e d  w i t h  a l a c k  of  f a c i l i t i e s  f o r  economic. and 
% -= 

government a c t i v i t i e s  i n  the n o r t h .  
% \-. * 

"The reduced sense  of,  i s o l a t i p n  t h a t  - t h i s  would 
ach ieve  could  have a  marked b e n e f i c i a l  - 

1 

-a 

i n f l u e n c e  i n  a t t r a c t i n g  personne l  t o  government 
- ' a r i d ~ i n d u s t r i a l  p r ~  j e c t s  i n  remotp a r e a s .  . . - * 

I n  addiLion t o  mininb and i n d u s t r i a l  i n t e r e s t s ,  
t h e r e  a r e  many government depar tments  a n d  
agenc ies  w i th  r e s p o n s i b i l i t i e s  i n  r e m o t e  a r e a s ;  
The i r  e f f i c i e n c y  o f t e n  depends t o  a ve ry  l a r g e  
e x t e n t  on adequate~communicat ion f a c i l i t i e s , . "  5 

Nor therners  weremt  consu l t ed  i n  a s s e s s i n g  t h e  

a p p l i c a b i l i t y  of satellite s e r v i c e s .  
7 - *. 

P : 

S c i e n t i f i c  and I n d u s t r i a l  Progress  
- 

i - -  

~ e c h n o ? o ~ i c a > ~  p rog res s  w a s  promoted a s  a n a t i o n a l  o b j e c t i v e .  
* 

- .  
- -< 

- s t r e n g t h e n i n g  t h e  i n d u s t r i a l  c a p a c i t y  w a s  seen a s - a  - *  



n a t i o n a l i s t i c  endeavour. Again t h e  s a t e l l i t e  system k 

w a s  s anc t ioned  as  a  means o f  promoting s c i e n t i f i c  

e x p e r t i s e  i n  an  a r e a  i n  which Canada had a l r e a d y - d e n o n s t r a t e d  
.I 

competency( and which cou ld  c l a im  i n t e r n a t i o n a l  app lause  
- 

- i n  c o n t r i b u t i n g  t o  t h e  space  race. - 
"Nat iona l  i d e n t i f i c a t i o n  i s  u l t i m a t e l y  a s s o c i a t e d  -la 

-% 
with  t e c h n o l o g i c a l  p rog res s .  The programs such 
a s  t h i s  t o  attract and hold s c i e n t i s t s ,  
eng inee r s  and o t h e r s - a n d  t o  cause  them t o  
ide-ntify- t h e i r  own aims wi th  t h o s e  of  Canada- 

* cannot  be  ignored."  6 
. '  

- 

i irr 

-,. - 
' - - Inc reased  r e s e a r c h  and development i n  t h e  e s t a b l i s h m e n t  

' - o f  a  s a t e l l i t e  system and i n d u s t r y  would a l l e v i a t e  t h e  

Canadian predicament  of having t o  buy back e x p e r t i s e  

a s  impor t s ,  wh i l e  s t r e n g t h e n i n g  an indigenous Canadian 
Lh 

aerospace  i n d u s t r y .  I t  w a s  an i n d u s t r y  Canada could  - * 
1 

-, handle .  C a ~ a d i a n  e l e c t r i c a l  and- communication 
L - 

/-- 

manufacturers  and o p e r a t i n g  i n d u s t r i e s  had. e skab l i shed  
. . % 

L 7 - c m p e t ~ ~ c y  i n  e a r t h  and  s a t e l l i t e  des ign  and manufacturing.  . z 

7 -* 

The bganch p l a n t  s t a t u s  o•’ majot  c o r p o r a t i o n s  ' in thk . 

< .  - 
aerospace  : industry  were n o t  conhidered n o n - ~ a n a d i a k  - 

- 
- 3  r - t  - . P b e n e f i c i a r i e s  of  - such a p o l i c y ,  . d 

, * 

* 
* -x - 

The space  program:had'deve1oped l a r g e l y  on p u b l i c  honey, 
2 .- . - 

.,$ . < -  ' 3  

t h e r e f o r e  i t  was-a  u s e f u l  argument t o  promote 
T 
T m ,  

- C 

- < 

. -3 - f u r t h e r  p u b l i c  ' i n p u t  as dn an t i ce ipa t ed  benef i c i q y  .of 
5 C- 

t h e  proposed system. I t  would s e r v e  as a  means o f  
. . 

c - p r a c t i k a l i z i n g  me development f  inanc'ed i n  thev  ~ l o u e t t e -  * 
,. 

1si-s . s d t e ' l l i t e  series by p u b l i c  funds as = domest ic  
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._ 

s a t e l l i t e  system could recoup such expend i tu re s  f o r  - 

n a t i o n a l  purposes .  F u r t h e r ,  t h e  government cons ide red  i t s  

p a r t i c i p a t i o n  "would f a c i l i t a t e  t h e  involvement o f  

Canadian i n d u s t r y ,  encourage t h e  advancement o f  . . 

Canadian s c i e n c e  and , technology,  permit' t h e  r e f l e c t i o n  

o f  t h e  i n t e r e s t s  of v a r i o u s  l e v e l s  of government and 

o the rwi se  b e s t  s e r v e  n a t i o n a l  i n t e r e s t s . ,  tt 9 

-ir- --. 
- s c a r &  Resource 

i 
+ ,.- Another argument f o r  urgency i n  proceeding w i t h  t h e  

developmen&-of a domest ic  s a t e l l i t e  system w a s  t h e  need 

t o  g r a b  a  park ing  o r b i t ,  -as  o r b i t a l  s l o t s  0.r pa rk ing  - 

spaces  f o r  g e o s t a t i o n a r y  s a t e l l i t e s i n  o r b i t  had 
i 
\ 

become de f ined  a s  a  l i m i t e d  r e s o u r ~ d ~  The s c a r c i t y  

argument has  been contested1' b u t  a t  t h e  t i m e  it w a s  

argued t h a t  s l o t s  t h a t  would be convenient  f o r  a  

Canadia% s a t e l l i t e  would a l s o  be  geograph ica l ly  convenien t  
. - 

- t o  t h e  Uqited S t a t e s ,  and f i e r e f o r e  it was seen' a s  a  a 

n a t i o n a l  p r i o r i t y  to- s t a k e  t e r r i t o r i a l  c la ims .  11 f 

'* 
8 8 .  -_ 

> 

I n  most i n s t a n c e s  of radio f requency use ,  formal  
9 

. 
n a t i o n a l  r edogn i t i on  of  a  c o u n t r y ' s  requ i rements  - - .  

- i - . t end  t o  be achieved on a f i r s t - & m e - f i r s t - s e r v e d  b a s i s .  
1 / / 

,- There was, the$efore, a s e n s e  of tiTgeney t*at planning - / 
* . .?- 

t h e  Canadian domest ic  s a t e l l i t e  system should proceed & ~ a c e .  



National  Unity - 
a 3  

Another n a t i o n a l  objecgive had come t o  be t h e  emphasis 
- I 

of a d u a l  n a t i o n a l  h e r i t a g e .  A s a t e l l i t e  system would 

make t h e  extension of br6adcas t ing  s e r v i c e s  i n  both  
* 

languages econpmically f e a s i b l e  an'a \ p o l i t i c a l l y  

convenient.  + d 

T 

"The extens ion  of n a t i o n a l  t e l e v i s i o n  s e r v i c e s  
i n  French and English languages t o  a l l  p a r t s  
of Canada i s  an important element of Government 
pol icy .  " 1 2  

L L  
> A 

Two-language broadcas t ing  was repea tedly  s t r e s s e d  a s  a 

p r i o r i t y ' i t e m  most app l i cab le  t o  s a t e l l i t e  d i s t r i b u t i o n .  
\ 

- 

" I t  w i l l  a l s o  mdet t h e  s p e c i a l  chal lenge which 
e x i s t s . i n  Canada t o  improve TV programme 
d i s t r i b u t i o n ,  throughout t h e  na t ion ,  i n  our J 

two founding languages. " 13 

, 

I n  l i g h t  of t h e  f a c t  t h a t  t h e r e  was t h e  p o s s i b i l i t y  of 

p l a n s  f o r  Quebec ar ranging  "feeds" from t h e  -Branco/ 

German Symphonic S a t e l l i t e  System was perhaps another  - A 

r a t i o n a l e  f o r  t h e  government's p r e v a i l i n g  s e n s i t i v i t y  

s concern. 1 4  - 

The appeal t o  t h e  s t rengtheMng of our c u l t u r a l  - 

h e ~ i t a g e  makes no provis ions  for t h e  spec-ific-natare -- - 

o r  design such a s e r v i c e  may take,  -but the_assumgtioB 

seems t o  be t h a t  by merely having t h e  c a p a b i l i t y  z 

t o  provide it, thew'problern" would somehow d i s s i p a t e .  
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. . *. * 
r - Control over communication a r t e r i e s  was recognized 

a 
1. a s  a  h ighly  s i g n i f i c a n t  s t r a t eg ic ' a l  t o o l  f o r  p o l i t i c a l ,  ' 3&'. 

economic and s o c i a l  purposes. And t h e  government had 

" - e s t a b l i s h e d  a  pol icy  t h a t  "con t ro l  of communication 

i s  a b a s i c  elament- of n a t i o n a l  s e c u r i t y " .  l5 A 
- .-. 

communication system was e x t o l l e d  a s  t h e  backbone and 
r 

nervous system of t h e  country.  l6 S a t e l l i t e s ,  t h e r e f o r e ,  
F - 

were professed t o  be t h e  key element t o  extending t h e  . 
e l e c t r o n i c  network and r e s u l t i n g ,  presumably, in 

s t imula t ing  cohesiveness whi le  a s s e r t i n g  t e r r i t o r i a l  

sovereignty.  The s a t e l l i t e  system had become t h e  

envis ioning of a  veh ic le  f o r  n a t i o n a l  p o l i c i e s .  

ii. The Proposed E n t i t y  

It was f o r  these  o b j e c t i v e s  t h a t  t h e  s a t e l l i t e  system 

was t o  be c rea ted .  The e n t i t y  proposed f o r  t h e  t a s k  

was formed by t h e  following c r i t e r i a :  a  n a t i o n a l  

undertaking, a s  a  s i n g l e  system i n  a  corpora te  form. 

The White Paper recommended t h a t  t h e  system be a n a t i o n a l  

undertaking under t h e  j u r i s d i c t i o n  of t h e  government of 

Canada. 

-With re spec t  t o  ownership., the government dec i s ion  was 

t h a t  it should p a $ t i c i p a t e  i n  "an appropr ia t e  manner 

with p r i v a t e  i n t e r e s t s " .  I' The White Paper suggested 



no s p e c i g i c  p a t t e r n ,  but .  announced t h a t  t h e  government 

intended t o  i n i t i a t e  d i s c u s s i o n s  w i t h  i n t e r e s t e d  

p a r t i e s  i n  the  p r i v a t e  s e c t o r  with t h e  expecta t ion  
, 

t h a t  " t h e  p a t t e r n  of ownership needed t o  maintain 

- .  e f f e c t i v e  government c o n t r o l  i n  these  ma t t e r s  involving 

18 t h e  n a t i o n a l  i n t e r e s t  w i l l  emerge from t h e s e  d i scuss ions" .  

The White Paper intended t h a t  t h e  s a t e l l i t e s  and e a r t h  

s t a t i o n s  toge the r  "would form a  s i n g l e  system under t h e  

c o n t r o l  of a  s i n g l e  management". The un,if i e d  system 

approach was j u s t i f i e d  on t h e  grounds t h a t  it: "would 

provide opera t ionh l  and t e c h n i c a l  c o n t r o l  which i s  

e s s e n t i a l  t o  f a c i l i t a t e  t h e  progress ive  incorpora t ion  

of  new technology and s o  f u l f i l  t h e  minimum cond i t ions  

f o r  f i n a n c i a l  success  " . 20 

The t h i r d  c r i t e r i a  t o  be met was t h a t  t h e  system should 
J 

have a  corpora te  form: 

" i n  order  t h a t  it may s e l l  i t s  s e r v i c e s  
e f f i c i e n t l y  t o  the common c a r r i e r s  and 
t e l e v i s i o n  systems; i n  o rde r  t h a t  it may 
compete e f f e c t i v e l y  i n  those  a reas  where 
competit ion i s  appropr ia t e ;  and i n  o rde r  
t h a t  it may f inance  i t s  a c t i v i t i e s  through 
a  s u i t a b l e  combination of equ i ty  and debt  
c a p i t a l .  " 21 

? 

For r egu la to ry  purposes,  t h e  proposed s a t e l l i t e  system 

was considered t o  be " r e l a t e d  in t ima te ly  with t h e  

r e g u l a t i o n  of t e r r e s t r i a l  communications and t h a t  such 



- 125 - ' . 1 

I 

r e g u l a t i o n  was needed t o  p r o t e c t  t h e  pub l i c  i n t e r e s t  - - 
% - 

- 
regarding r a t e s  and c o s t  a l l o c a t i o n s ,  - t h e  avoidance of 

- wastefu l  dup l i ca t ion  of f a c i l i t i e s  and t h e  in te rconnec t ion  
D 

of a l l  f a c i l i t i e s  i n t o  n a t i o n a l  -and g loba l  networks. 

I t  was concluded chat :  
> .  

"government i s  a l ready enqui r ing  i n t o  new 
l e g i s l a t i o n  which w i l l  ensure comprehensive 
r e g u l a t i o n  of telecommunication s e r v i c e s  , 

both t e r r e s t r i a l  and s a t e l l i t e . "  22 

, . , a 
With respec t  t o  t h e  ugage bf t h e  system and i t s  r e l a t i o n  

t o  t h e  e x i s t i n g  common c a r r i e r s ,  theCWhite  Paper s t a t e d  

t h e  government's p o s i t i o n  t h a t  it recognized t h e  

importance of securing in terconnect ion  with t h e  t e r r e s t r i a l  

based c i r c u i t r y  c o n t r o l l e d  by t h e  telecommunication 
G 

common c a r r i e r s .  

"No s a t e l l i t e  system envisaged could opera te  
with maximum b e n e f i t  without being ex tens ive ly  
l inked i n t o  e x i s t i n g  and f u t u r e  t e r r e s t r i a l  
systems." 23 

~ s s e n t i a l l y  t h e  White Paper was an emotionally charged 
4 

p o l i t i c a l  document which committed t h e  g~vernment  t o  

p a r t i c i p a t i o n  and ownership i n  a  domestic s a t e l l i t e  system 

* w i t h  c e r t a i n  o b j e c t i v e s  of a  p a r t i c u l a r  form, as a  
-- - -- -- - - 

p r i o r i t y  i t e m  of government business .  ~t leaves  
- - 

unresalved t h e  n a t u r e  and e x t e n t  of p r i v a t e  

and t h e  ques t ion  of t h e  r o l e  of t h e  t e r r e s t r i a l  common 

c a r r i e r s  i n  r e l a t i o n  t o  t h e  s a i d  corporat ion.  



The most crucial and fundamental details were yet fo 

be negotiated, for it waq the critical elemental 

relationship of the common carrier to the system that 

would determine how and whether the objectives would 

or could be met. 

&- 

A The intentions of the satellite corporation were to 

proyide all-types of services - broadcasting, telephone 
and data - as a multipurpose system. In so doing, it 

was considered too important a matter to be left to the 

dzscretionary powers of private interests, yet it is 

paradoxical that the role the government was to take. . 

vis-a-vis the common carriers was the least defined, 

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 
h unpleasant fact &hat interconnection cannot 

' be circumvented. The potential competition of 
satellite to terrestrial systems in the long 

d 
4 . , run is a matter of major proportions in 

discussions leading to establishment of the 
corporation, " . 24 I 

The negotiation of this relationship would have to contend 

with the most powerful of the interest groups, the telephone 

companies, specifi-cally Bell Canada. 

. REFComerrdciiiorr~ 30r ~ ? X A Z ~ T Y  - 
- - -  - -- 

Follbwing publication of =, the White Paper, the government 

established a Project Office to initiate and coordinate 
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t h e  planning a c t i v i t y  t o  e s t a b l i s h  both a sa t e l l i t e  
L 

system and t h e  c o r p o r a t i o n  t o  own and o p e r a t e  t h e  

system. R. M .  Mackintosh, General  Manager of t h e  

f i n a n c i a l  and c o r p o r a t e  s t u d i e s  f o r  the O f f i c e ,  d u r i n g  

w h i c h  t ime he reported on a c o n f i d e n t i a l  b a s i s  t o  
-* 

C.  M. Drury a t  the Ministry of I n d u s t r y , , C .  M -  Drury 

a l s o  being C h a i r r n a n  of the Cabinet  Committee on 

S a t e l l i t e s . .  2 5  

Xackintosh w a s  a  key f i ~ r e  

. the  c o r p o r a t e  s t r u c t u r e  and 

s i n c e  h i s  t a s k  of des ign ing  

f i n a n c i a l  p a r t i c i p a t i o n  

was a d e l i c a t e  mtter of d e f i n i n g  t h e  role and n a t u r e  
, . 

of commitnent of  t h e  i n t e r e s t e d  p a r t i e s .  The  r e s u l t i n g  

legislative B i l l  d e l i n e a t i n %  the c o r p o r a t e  form and 
P 

s t r u c t u r e  of  t h e  s a t e l l i t e  sys tem was l a r g e l y  drawn * 
- * 

from the b a s i s  of the ~ a c k i ~ t o s h  r e p o r t .  Mackin tosh ' s  

p r i v a t e  n e g o t i a t i o n s  w i t h  t h e  i n d u s t r y  r e p r e s e n t a t i v e s  

w a s  a n  e x e r c i s e  of concession-making. H i s  recommendations 

pr&ided t h e  founda t ions  f o r  compromise, a  compromise 

which merely subsumed t h e  c o n f l i c t s  b u t  d id  n o t  resolve 

them. , 

. ownershis  of co rpo ra t ion  should be on a t r i p a r t i t e  



--  - -  - - pp 

2 .  t h a  t - i n i t i a l  ly , t h e  satezlite system should 

serve only t h e  telecam c a r r i e r s  and 

broadcast ing networks; 

3 .  t h a t  the corpora t ion  should ac t  with t h e  

motivations of a private corpora t ion .  , 

The concept of t r i p a r t i t e  ownership was s i m i l a r  t o  t h a t  

proposed by -the Minister bf Transpor t  a year  e a r l i e r  
- - 

- - pp - - - - - - 

w i t h  the s i g n i f i c a n t  exception t h a t  it in=luded e a r t h -  - 
-ppp-p- 

station ownership. Hackintosh expressed cons iderable  
* 

symgathy. for the  c a r r i e r s  ' p l i g h t ,  both p r i v a t e l y  t o  
* 

D r u r y  and in h i s  report t o  the f e d e r a l  government 

submitted i n  July. 26 Rather  than t h e  c a r r i e r s '  

t h e i r  apprehension of how the system would be used, 

he suggested a balanced ownership arrangement - which would 

provide the c a r r i e r s  wit+? decision-making power on 

the management of the system, 

The proposdl to remedy t h e  s i t u a t i o n  w a s  t r i p a r t i t e  

"the genera l  public p a r t  should be  l a r g e  enough . 
t o  prevent e i ther  of the o t h e r , t w o  groups 'from 
exe~cis irtg cat101 although n o t  Large enough 
t o  prevent the other two groups f r o m  combining 
t o  exercise control.' 27 



0 
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The t r i p a ; t i t e  ownership proposal put  an i n s t i t u t i o n a l  

c o n s t r a i n t  on t h e  corpora t ion  s i n c e  owners would be 
. P  

c r o s s  purposes. The c a r r i e r s  have a ves ted  i n t e r e s t  

i n  l i m i t i n g  t h e  s a t e l l i t e s  from e x h i b i t i n g  advantages 
v' ? 

over t h e  t e r r e s t r i a l  system. 

With r e s p e c t  t o  usage of t h e  system, Mackintosh 

recornrnendedxith a view t o  promoting t h e  c o r p o r a t i o n ' s  ' 

p r o f i t a b i l i t y ,  t h a t  t h e  s a t e l l i t e  system i n  t h e  beginning - 
" should s e l l  i t s  s e r v i c e s  only t o  t h e  t e l e v i s i o n  

broadcast ing and e x i s t i n g  telecommunications c a r r i e r s .  
4 

" i t  ( t h e  proposed domestic s a t e l l i t e  co rpora t ion)  
should n o t  become a cream-skimmer. They 
( c a r r i e r s )  f e e l  t h a t  i f  t h e  ground s t a t i o n s  
a r e  n o t  owned by t h e  c a r r i e r s  t h a t  t h e  
s a t e l l i t e  corpora t ion  would become t h e  t h i n  a 

- - - - - - -- - - - - - - - - - -?-%. - -- -- - - - - 
-I edge of -the wedge which would l ead  t o  

competi t ive r a t e  c u t t i n g  i n  Canada t o  t h e  
de t r iment  of t h e  common c a r r i e r s . "  28 

The main concern of t h e  c a r r i e r s  was t h a t  t h e  s a t e l l i t e  

corpora t ion  might p 0 s e . a  s e r i o u s  competi t ive t h r e a t .  
L 

' The c a r r i e r s '  argument a s  r epor ted  t o  Drury by 1 

Mackintosh was t h a t  t h e  s a t e l l i t e  s y s t e m , _ i f  used 

compet i t ive ly  i n  t h e  long hau l  east-west t r a f f i c  market 

would siphon o f f  t h e  p r o f i t a b l e  market which t h e  c a r r i e r s  

needed t o  c r o s s  subs id ize  o t h e r  b a s i c  s e r v i c e s .  TCTS 
r 

pursued t h e  i s s u e  ofi t h e  b a s i s  t h a t  competi t ive inroads  

29 @ would n o t  be i n  t h e  "publ ic  i n t e r e s t " .  



The-cream-skimming a rgq ien t  i s  a  s tandard response t o  
-- - - =o 

t h e  of  e n t r y  f o r  a  competi t ive s e r v i c e .  Beigie  " , 
-. . * * 

3 

t- 

has -s ta tqd  t h a t :  . ,  \ 

. ' 

" t h e r e  i s  nd a prior$. b a s i s  fo'r 'evaluat ing t h e  
, 4  d - < 

argument tl-iat, e n t r y  i n t o  t h e  teieco~iununications . P 

Q . ,  f i e l d  must be blocked to  avo-id cream-skiminq - *: 
on high p r o f i t  . se rv ices  o r  roktes'. " 30 

1; 
I 

The cream-'skimrning argument i s  based'on t h e  c a r r i e r s '  c la ims 
# 

5 

t h a t  high a e n s i t y  t r a f f i c  r o u t e s  .subsidkze o t h e r  se rv ices .  

Subs id iza t ion  p r a c t i s e s ,  t h e i r  form and 6x ten t  of'  impact 
/ ' - -  

on r a t e - s t r u c t u r e s  w i n  telecom s e r v i c e s ,  a;@, no tA e x p l i c i t  i f  

emplayed a t  a l L  Recognizing t h i s ,  - the.  economic: recornendat-ipon- 
% - 

t hen  would be t h a t  e n t r y  should 6e allowed i f  it increased  
. > 

eff ic fef icy  and any consequent subsidy payments made e x p l i c i t  . f  
i f  requi red  f o r  s o c i a l  p o l i c y  purpdses. There i s  no d a t a  

L 

a v a i l a b l e  t o  determine t h e  v a l i d i t y  of the'argument pro + 
=. 

o r  con t h e  Canadi"an context .  The €TC, jn  1969: began a  

t h e ' a u s p i c e s  of t h e  CRTC. - 

I n  t e s t i n g  A T T ' s  argument on "cream-skimming", United 
. . 

S t a t e s  s t u d i e s  of p r a c t i c e s  wi th in  t h e  B e l l  system 

demonstrate that . . c ross - subs id ies  based on a  s o c i a l  po l i cy  

of  uniform p r i c i n g  occur wi th in  ind iv idua l  monopoly 
- 

s e r v i c e s  and the fe fo re  t h e  e n t r y  of a  new competitor ' -  
J - -- - - - - -- - - -  - p-ppp -- - ., 

holds  no t h r e a t  of  cream-skimming between se rv ices .  31 
- - -- 1 

Cross-subsidies  n o t  i n  t h e  pub l i c  i n t e r e s t  a s  have been 

p r a c t i s e d  by U . S .  B e l l ,  have been shown t o  occur between 
\ 

m o n ~ p o l  s e r v i c e s  where monopoly use r s ,  ln e f f e c t ,  

- 4 subs d i z e  t h e  competi t ive s e c t o r  of B e l l ' s  s e rv ices .  32 



p e r  c l a s s  of s e r v i c e  has n o t  y e t  been made p u b l i c l y  

. . a v a i l a b l e ,  b u t  it would 'no t  be e n t i r e l y  u n l i k e l y  t o  
C 

. s  
. ? .  

3 f i n d   corresponding p r a c t i c e s  d 'used 4 'byt Canadian c a r r i e r s .  . & .  ... 
I * 

, t ' .  ' I  . - .  .I ' 
d 

f 
' ,  

-1 i a v . - '  . r f i ,  
* A  M a c k i ~ t o s h  ' s ~ .  proposa l  f o r  l i m i t i n g  s a t e l l a e  sgxvi-ces  - - - ,  

0 
B , b 

P 
*! - 

v t o  t ~ l e c o m m u n ~ c a t i o n s  c a r r 2 e r s  and b r o a d c a s t i ~ g  prec~,ude.s 
'd- 

C i t 
2 * & . '  f h e  p o S s i b i l i t y  of it be ing  a  compet i t ive  t h r e a t  and:", = 

, t. w > - L -  S r 7  L 
- -  - 

i % f a c t ,  h inders  h i s  of  co rpora t e  p r o f i t a b i l i t y .  I .  , 
. +  

By sugges t ing  t h e  " c a k i e r s '  . c a r r i e r u  r o l e  f o r  - the , *i 

I .. II 
\ 

1 .  < s a t e l l i t e  ~ & r p o r a t i o n ,  he evades t h e  d i f f i c u l t i e s  b f  k 
%' ' 7 2  

'. ., ' 
f a c i n g  t h e  i s s u e _ o f  in t e rconnec t ion  should t h e - s a ' t e l l i t e  

. . ' ;  -. - 
system take  on a compet i t ive  p o s i t i o n .  

4 
eP r 

~ a c k i n t o s h  d i d  make n o t e  t h a t  i n - t h e  f u t u r e ,  w i th  r e s p e c t  
B 

t o  s a t e l l i t e  communication " t h a t  telecommunication 
; 

r e g u l a t o r y  au thorg ty  should g i v e  long and hard 

cons ide ra t ion  beforg  a u t h o r i z i n g  any f u r t h e r  t e r r e s t r i a l  

long h a u l  s y s  em." E 3 3  
, . (The secpnd TCTS network 

w a s a u t h o r i z e d  and s e r i o u s l y  precluded t h e  p o s s i b i l i t y  
" f 

of s a t e l l i t e s  as v i a b l e  i n  east-west  markets . )  

- -- - - - - - - - -- -- - -- - 

M a c k i ~ t o s h  emphasized t h a t  it was an important  p r i n c i p l e  

t h a t  t h e  s a t e l l i t e  co rpora t ion  s o  f a r  a s  p o s s i b l e  



should a c t  with the mot iva t iops  of a ' p r i v a t e  en terpr i se- .  
+ ,  .LA 

He conkidered j go~ernment~~aifici~ation i n  t h e  f i n a n c i a l  
I 

I ,  

arrangements should be kept  t o  a minimum t o ' b e  \ - - " ", 
con&ste,nt k i k h  . t h e  3, vernment purpose a s  Ouf l i n e d  i n  ', 9' ,,. . . .' 
t h e  White Paper'. The &i&e Paper had s t a t e d  t h a t  t h e  , I  

, . . . 
; 

. - . 'prop;osed % ~ r ~ a n i ~ ~ ~ t i o n ~ ~ ~ w a s  - , -. to ,have a corpora te  form i n  
*+ A -- 

a' 
--a - - - A - - - ' 

& 

Li 
. .,: pare ,  "l'n o rde r  thatp iLt m a y  compete &ff eTtkveLly in - 

1 
, \ 5 

r$ \ 

, * -,- t hoFe  a r e a s  wherg competitio$ i s  appropr ia te" .  

.$ 
a 

- - - - 

-=. , 
,The only a r e a s  i n  which t h e  k a t e l l i t e  could be 

I < - . ecodomically v i a b l e  and the re fo rb  a competi t ive threat, '  

' b. w e r e  , ' ~ n  t h e  east-west  t r a f  f i~ qtarket. . ~ a c k i n t b s h  ' s --J 

I ' t 
I 

.compromise 6y means~of  t r i p a r t i t e  ownership'with 

emphasis on th3 corpora t ion  a ~ t i ; ~  with p r i v a t e  

- - e n t e r p r i s e -  w b i v a t i o n s ,  p u t s  -m:e groposed--corporation - -" -pppp 2- - 

< \i ., 
i n  a d e l i c a t e  bind. The White paper had, suggested,  

a s  had e a r l i e r  been s t a t e d  by t h e  Science Counci l , -  

t h a t  t h e  sysfem was t o o  important  t o  be l e f t  i n  t h e  

hands of p r i v a t e  i n t e r e s t s  and t h a t  a t  l e a s t  some degree 

o f  government ownership was requi red  i n  o r d e r  t o  ensure  

t he  at ta inment  of n a t i o n a l  ob jec t ives .  The s t i p u l a t i o n .  

that the corpora t ion ,  a c t i n g  t o  t h e  f u l l e s t  e x t e n t  
- - - -p - . - ;--- -- 

-p 

with ~ r i v a t e  e n t e r p r i s e  -motivations,  i s  a t  c m  
-- 

purposes with achieving t h e  s o c i a l  o b j e c t i v e s  e s t a b l i s h e d  
-% 

+ i n  t h e  White Paper u n l e s s  they a r e  economically v iab le .  



- -  - 

The t h r e e  elements of 
* - 

compromise; t r i p a r t i s m ,  carriers ' ,* 
C 

c a r r i e r  r o l e  and economic v i a b i l i t y ,  impose i n s t i t u t i o n a l  

c o n s t r a i n t s  on t h e  proposed .corporate  ' e n t i t y .   he 
A' 

c o n s t r a i n t s  a r e  con t rad ic to rk .  To be economicaJ!ly - 
v i a b l e ,  - t h e  corpora t ion  must opera te  i n  a p r o f i t a b l e -  

market ( f o r  example, t h e  east-west southern band) ,  b u t  
- - - - - - - -  LL 

i f  only allowed t o  . ca r ry  broadcyCting oY c a r r i e r s '  
C- 

- - 
4 

s e r v i c e s + - i t  e l i m i n a t t e s k h e  p o t e n t i a l  market f o r  p r i v a t e  - 

d a t a  s e r v i c e s  and cab le  arrangements. - Usage of t h e  - - 

system t h e r e f o r e  i s  r e s t r i c t e d  t o  t h e  demands of j ts 5 
- * - 

poken t i a l  competi tors .  3 

T h e , c a r r i e r s  have-a  ves ted  i n t e r e s t  i n  not  u s i n g ' s a t e l l i t e  
= _  

s e r v i c e s .  To do so would d e m o n ~ t r a t e , t h e  advantages - 

of ' t h e - s a t e l l i t e s  and &ereby poss ib ly -op~n  t h e - m a r k e t .  -- - --.-- -- 

~ l s o ,  t h e  r egu la to ry  environment permits  t h e  c o s t s  of 

t h e  t e r r e s t r i a l  system t o  be ca lcu la ted  i n  t h e  c a r r i e r s '  > 

' d 
/ r a t e  base and revenue l e v e l  requirements.  The c o s t s  

of using a  s a t e l l i t e  cannot be covered i n  t h e  same manner. 
5 

Fur ther ,  the  ownership arrangement provi  $ es thag  t h e  
a 
t 

con t rad ic to ry  i n t e r e s t s  involved have i n p u t  i n  2nvestment 

dec i s ions .  This i s  h ighly  s i g n i f i c a n t  i n  l i g h t  of t h e  
- - - -- - - - -- - - - - - - - L 

- 
d e c i s i o n s  which were madeson t h e  s i z e  and c o s t  bf t h e  .. 

k4 

system e s t a b l i s h e d  by ~ e i e s a t  and t h e  r e s u l t i n g  r a t e  2 
. . v 

f o r  .its usage. - 



Mackintosh's main t a sk  f o r  d e f i n i n g  t h e  corpora te  

s t r u c t u r e  of t h e  proposed e n t i t y  revolved around 
f 

, .securing t h e  coopmat ion  of t h e  telecom c a r r i e r s .  The 
- 
&ncessions made i n  those  nego t i a t ions  demonstrated 

' t h e  government's unwil l ingness  t o  of fend t h e  e s t a b l i s h e d  

&qi ti u t i a n a l - W c i u r e  by__means of a _ eonf ron ta t ion-  f -  
I 

of any s i g n i f i c a n t  degree.  A c r i t i c a l  p o i n t  of  t h e  

n e g o t i a t i o n s  was i n  accept ing  t h e  arguments of t h e  
- -  - 

dominant co rpora t ions  a s  v a l i d  and l e g i t i m a t e  a n d ,  

. t h e r e f o r e  r e i n f o r c i n g  t h e  not ion  of t h e i r  s t a t u s .  

S imi la r ly ,  t h e  not ion  t h a t  t h e  government p a r t i c i p a t i o n  

should be k e p t  t o  a  minimum i s  a l s o  con t rad ic to ry '  
< 

t o  t h e  a n t i c i p a t e d  o b j e c t i v e s  of t h e  system. On \ 

s- 

one hand, t h e  government promotes s a t e l l i t e s  as a 
- - - - - - - -- - - - - - - - - - - - - - - - -- - - 

p o l i t i c a l  and s o c i a l *  t o o l  w h d e  r e s t r a i n i n g  it t o  

economic cri teria of success .  And, i f  t h e  system could 

be'conomically success fu l ,  and s i n c e  i t s  development 
&= 

has .be& based on p u b l i c  expenditure ,  it w a s  now 

expected t o  be l i m i t e d  i n  t h e  recoupment of t h a t  

investment.  The s a t e l l i t e  system, then ,  appeared t o  i 

\ 

# o f f e r  t h a t  s o c i a l  c o s t s  w i l l  be pub l i c ly  covered - 

impl ica t ions  i n d i c a t e  a  r e luc tance  t o ,  accept  t h e  

p ropos i t ion  t h a t  a  pub l i c ly  supp-orted corpora t ion  
/-- 

should compete with p r i v a t e  i n t e r e s t s  i n  a  viable-market. 
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"5 

4. 
- ' 

The p e r c e p t i o n s  which p r e c i p i t a t e d  t h e s e  recommendations I 
* - - 

b ' 

have,  I w o u l d ~ a r g u e ,  been i d e o l o g i c a l l y  cond i t i oned  
4 

by t h e  h i s t o r i c a l  r e l a t i o n s h i p  of government t o  

indust ' ry , p a r t i c u l a r l y  a s  evidenced i n ' m a t t e r s  o f  

n a t i o n a l  po l i cy .  The o rde r in?  o f  p i o r i t i ' e s  i n  t h e  n e g o t i a t i o n s  , 

I.. r e f l e c t  va lue  lade&"%ssumptiuns.. 
- - - -- - -- . - -- 

2 .  IMPLEMENTATION 

a. L e g i s l a t i v e  Process  .- 
# + 

C 

i. The T e l e s a t  Canada A c t  - 
- - * - - 

The P r o j e c t  o f f i c e ' s  r e p o r t  and t h a t  of  t h e  s p e c i a l  

c o n s u l t a n t ,  R. M. Mackintosh, were submit ted t o  t h e  . 

M i n i s t e r  of I n d u s t r y  i n  ~ 6 1 ~  1968. A n  e l e c t i o n  w a s  

h e l d  d u r i n g ' t h i s  i n t e r v a l  and under a  L i b e r a l  m a j o r i t y  

government, B i l l  C-184, based on t h e  work o f  t he  
- - - -  - - - - - - - - - - -- - - - -- - - - - - - - - - - - - - - 

P r o j e c t  Of f i ce  was ' i n t roduced  by Hon. E r i c  Kierans ,  - 
* 

t h e  new  sister of  Communications on March 24, 1969. 

The n a t i o n a l  o b j e c t i v e s  d e s c r i b e d  a t  l e n g t h  i n  t h e  

White Paper w e r e  n o t  embodied i n  th-e B i l l .  I n s t e a d  
a .  

t h e  replacement c o n s i s t e d  of  t h e  c o r p o r a t e  o b j e c t i v e s  

s p e c i f i e d  as: - 

"Sec t ion  5 ( 1 )  The o b j e c t s  o f  t h e  company are - -* 

t o  e s t a b l i s h  sa te l l i te  
elecommunication systems . . 

- - - - - - - - - r ,  

r o v i d l n g  on a c o m m e r c ~ a l ~  b a s i s ,  
telecommunication s e r v i c e s  P 

- - - - - - ~ ~ t o c z t i m r i r n T a m d d .  3 5 +- 

Sec t ion  5 ( 2 )  p r e s c r i b e s  c e r t a i n  p o l i c y  c o n s i d e r a t i o n s  

r e l a t i n g  t o  Canadian c o n t e n t  i n  
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* s 

development, design and conft?tuct ion of t h e  * s a t e l l i t e  - - .  
' 4P 

I. systems, which x e k l e c t s  -. t o  some e x t e n t  p a r t i a l  
. a .  

f u l f i l m e n t  of one-of  t h e  ohject ivesLas e-xplained A ea r l i e r - .  
CY 

%+ " =A - L 
t . "  ' ' r Q ,  - * .. 

I 
plE 

r - ' a- n 

The powers of t h e  company descr ibed  i n  ~ e c t i b n s '  6< and 

- C 

opera te  anCi maintain Satellite syst;rns: t o  e n t e r  
rr 

i n t o  s u i t a b l e  launching arrangements: t o  e n t e r  i n t o '  
4 

C 

- 
cont rac ts .  f o r  t h e  provis ion  of telecommunicationb / 

C 

C- 

7 permit-  the-props&- c o r p o m t i b n  t o  desiga,- const-rtlck7- 

s e r v i c e s  by s a t e l l i t e s :  t o  conduct r e s e a r c h a n d  " .  - - 
development work: t o  assume most oil the  'powers set 

a- 
o u t  i n  Sub-section 1 6 ( 1 )  of  t h e  Canada Corporat ions 

- .  
A C ~ !  t o  acqu i re  and 'sell sha res  o f  s i m i l a r  companies 

o n t h e r ~ c o g n g n d g t i o n o f t h e M i n i s t g ~ ;  - t o i k s u e a n d  - -  
t 

a l l o t  f u l l y  pa id  up Shares of t h e  cdmpaGm:. t o  c a r r y  
i 

o u t  the o b j e c t s  &the company: and t o  -do o t h e r  t h i n g s  ' . 
h . .  

b 

i n c i d e n t a l  o r  conducive t o  t h e  a t t a inment .o f  t h e  
F" 

o b j e c t s  of t h e  company, and t o  e n t e r  i n t o  arkihgements 

o t h e r  than +malgama€?ions. (This c l ause  is s i g n i f i c a n t  - 
* 

-- 
regarding  t h e  TCTS-Telesat agreement.) 

. & ,  

s a t e l l i t e s  and e a r t h  s t a t i o n s ,  and r e q u i r e  t h e  company 
* 

t o  submit proposa ls  t o  t h e  Minis te r  of C o e i c a t i o n s  

f o r  approval.  Negotiat ions wi th  fo re ign  s t a t e s  .are 



. proscribed e&ept under d i r e c t i o n  of t h e  Minister, 
a - . . 

G o  . . 
U d e r '  t h e  heading "Capit la l izat ion",  t h e  author ized  

f- 

c a p i t a l  of t h e  company i s  prescr ibedi  t o g e t h e r  wi th  
- 
7- 

d i r e c t i o n s  r e l a t i n g  t o  t h e  i ssuance ,  d i s t r i b u t i o n  "k 

9 

- - 
a n a L F o 5 V Z r t i 6 i I ~ o f  - s i r e s .  ' Head QfficE a r p r e s c r i b e 0 -  

- 

'"J- i m  Sect ions  11-17, d e f i n e s  tho 'nuqber ,  o q u a l i f i c a t i o n s ,  

powers and d u t i e s  of d i r e c t o r s .  s e c t i o n s  18-27 cover 
5F 

1 
-- - - 

t h e  Transfer  and Transinissibn of Shares ,  t h e  Reg i s t e r  
I .  , 

4 

of Transfers  and t h e  Voting of Share?, au thor ized  

shareholders  and a l lo tments  td be approved. Sec t ions  

, 29-37 re'fer t o  a p p l i c a t i o n  of  S t a t u t b r y  Provis ions ,  
. .  

par . t icu lar ly  t h e  Canada corporations'  A c t  and o t b e r  d 

-Federal  goverriment par t i&.pat ion is  covered i n  Sec t ions  . 
\ 

28-44 r e l a t i n g  t o  a c q u i s i t i o n ,  d i s p o s a l ,  ho ld ing  and 

vot ing  of sha res ,  and t h e  e x t e n t  of holdings.  Sec t ion  4 1  
< 

provides a u t h o r i t y  f o r  t h e  Minis te r  of ~ i n a n c e  t o  - = _  

lend money t o  t h e  company, and t h a t  t h e  gdvernment may 

guarantee t h e  repayment i g  funds bolrowed by t h e  company, 

4 , . - - -- 

r e l a t e d  research  and development may enter iniu 

con;tr'acts wi th  t h e  compqpy. 
'H 

r 1. 

9 

3 

,> + - 
- - YiE5 
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% Two schedules  a r e  annexed which l i s t  t h e  approvedL -. 

. telecommunications common c a r r i e r s ,  and set o u t  

cond i t ions  a f f e c t i n g  the a c q u j s i t i o n  and holding of 
' . 

s h a r e s  by t h e  g e n e r a l  pub l i c .  

The cond i t ions  of 'ownership of  t h e  s a t e l l i t e  system 
- A- -- --- - - L-L-----pL- 

became one of t h e  main b o i n t s  of  content ion  dur ing  

t h e  L e g i s l a t i v e  proceedings.  The proposed Act, while  

not; specifying p r e c i s e  - pxopoxtions, r-e-elected #e - 

t r i p a r t i t e  concept suggested by Mackintosh. Sec t ion  27 

au thor ized  t h r e e  c a t e g o r i e s  of shareholders  of  common 

s tock:  t h e  f e d e r a l  government, approved telecommunications 

common carriers, and t h e  genera l  pub l i c  ( i n  accordance 

. . w i t h  s t a t u t o r y  cond i t ions  s p e c i f i e d  i n  Schedule 11). 
- 

The board of d i r ~ c t d r s ,  w i t h  t h e  a $ p F v a L 3 f  t h e  G5iKfE6Tz 

in-Council ,  had t h e  ri*t t o  determine t h e  propor t ions  
- 
of t h e  sha res  i ssued .  

ii. Government Explanation 

Ownership Financing 

On in t roducing  t h e  Act before  parliament (on second 

reading)  on Apr i l  1 4 ,  1969, t h e  Minis te r .  of Communications - 
- - - - - - - - - - - 

suggested t h a t  the approximate s p l i t  o f .  sha res  i n  
-- pp 

t h r e e  equal  p a r t s  was t h e  government's a n t i c i p a t i o n ,  

but  it was n o t  included (with a  p r e c i s e  breakdown 
-. 

of t h e  a l lo tment)  i n  t h e  l e g i s l a t i o n  as it was s t i l l  
1 

s u b j e c t  t o  t h e  completion of nego t i a t ions  with t h e  



- 139 --- -- 
cannon c a r r i e r s .  The l e g i s l a t i o n  was s a i d  t o  break 

new l e g a l  ground a s  no e x i s t i n g  corpora te  e n t i t y  i n  

Canada cons i s t ed  of a t r i p a r t i t e  arrangement. 36 . > 

This s t r u c t u r e  was s a i d  t o  provide t h a t  t h e r e  'would 

"'be no power without f i n a n c i a l  r e s p o n s i b i l i t y  and 

no r e s p o n s i b i l i t y  without  powern. 37 But Rierans  

admitted t h e  success  of t h e  p r o j e c t  l a y  i n  t h e  

nego t i a t ions  of c r u c i a l  importance being c a r r i e d  on 

w i t h  t h e  p r i n c i p a l  asers and part ic ipant-s .  The packem - - 

of ownership needed t o  maintain e f f e c t i v e  government 

, c o n t r o l  i n  those  mat ters  involving t h e  "na t iona l  i n t e r e s t "  

was expected t o  emerge from these  d i scuss ions .  

" s p e c i f i c  i n t e r e s t s  t h a t  a r e  a t  t i m e s  comp&itive 
have t o  be reconci led  with t h e  n a t i o n a l  i n t e r e s t  
and t h e  n a t i o n a l  i n t e r e s t  has  i n  t u r n  t o  be 

3 
- balance& a g a i n s t  _the need -to-ens-ure an- ad.equate - 

r e t u r n  on investment by t h e  shareholders  of 
t h e  corpora t ion .  This l e g i s l a t i o n  I a m  
conf ident  achieves t h e s e  aims." 38  

*/ *= 

-3 
a 

The government s t a t e d  t f ia t  it had r e j e c t e d  f u l l  
3 

4 
a, '* 

~ ~ m e r s h i p  proposals  by t h e  c a r r i e r s  because t h e  p r o j e c t  

se rves  a  n a t i o n a l  purpose. 39 - 
I 

Mackintos5 later r e p l i e d  dur ing  t h e  Committee Proceedings 
- --- - -- - i -- -- ' >-- 

1 i * 

t h a t  h i s  r a t i o n a l e  f o r  keeping government f h a n c i a l  

$nvolvement t o  a minimum was : 
L, =. 

-. 
* 



"There was a c e r t a i n  f i n a n c i a l  s t r ingency  
on government which I assumed would be 

,on-going from t h e  beginning of 1968 when 
I became assqc ia ted  w i t h  t h e  p r o j e c t ,  f o r  ' 
s e v e r a l  yea r s .  Therefore one of t h e  
o b j e c t i v e s  would be t o  minimize t h e  
f i n a n c i a l  o b l i g a t i o n  t o  t h e  Government of 
Canada while  a t  t h e  same time t r y i n g  t o  
preserve  a degree Q • ’  government'involvement 

- _ whicb_ktould_refAect t h e  very important r o l e  
of government i n  t h i s  a f  f a i r .  " 4 0  

M r .  Kierans - had defended t h e  r a t i o n a l e  - of - common 
- - -- 

c a r r i e r  p a r t i c i p a n t  ownership with r e s p e c t  t o  t h e  

n e c e s s i t y  of r a i s i n g  t h e  r equ i red  c a p i t 6 1 E o n  t h e  

ground t h a t :  " t h i s  i s  a c a p i t a l  s h o r t  count ry ,  we have 

t o  t ake  advantage of every asset t h a t  w e  have here.  v 4 1  

Since "the- f i n a n c k l -  commrtmznt-of* p e i e s - w a s - - - -  - 

\ 

s t i l l  s u b j e c t  t o  n e g o t i a t i o n ,  t h e  i s s u e  of usage had 

no s t a t u t o r y  d e f i n i t i o n .  The M i n i s t e r ' s  v i e w  of t h e  

r e l a t i o n s h i p  of t h e  common c a r r i e r  t o  the corpora t ion  

w a s  s t a t e d  a s  follows: 

"Aside from t h e i r  e x p e r t i s e  i n  telecommunication 
the common c a r r i e r s  w i l l  be t h e  p r i n c i p a l  
u s e r s  of t h e  system. They w i l l  r e n t  i t s  
s e r v i c e s  t o  r e t a i l  t o  t h e i r  own customers. 
The corpora t ion  w i l l  ope ra te  a s  a complement, 
f t ~ ~ ~ ~ t ~ ~ ~ ~ = i e r ~  - 
Except i n  t h e  i n s t a n c e s  of t h e  - Canadian 
Br&castmg Corporation and of c e r t a i n  
p o s s i b l e , p u r c h a s e r s  of a complete undivided 
t e l e v i s i o n  channel on a s u s t a i n i n g  b a s i s ,  
t h e  s o l e  customers of t h e  corpora t ion  w i l l  be 
t h e  common c a r r i e r s . "  42  

- 



4 

Corporate Objective 

During the Broadcasting Committee Hearings, the 

Minister of Communications interpreted Section 5(1) 

relating to the provision of semice "on .a- commercial 

basis" in the following manner: 
i 

- - 

"In Clause 5 I think on a commercial basis, 
- - 

by which w e e a n  that we ~ ~ t ~ T e l e s a t l t o 3 e - ~ - ~  
a viable corporation. There are some 
viable corporations in the government: the 
Canadian Overseas Teleco~ication Corporation 
is an extremely profitable corporation ... mer, - * i;s * TrT-pro l'ii&'e-&zs-is;-, -- --- -- 

on a self-sustaining basis, that is what 
commercial basis means,.. rather than by 
government subsidy," 43 

In response to a subsequent question, the Minister 

added a statement not unlike the sentiments expressed 

in N a c k i n t a % h '  sepa~+;~sefertecL+nher~ e a ~ 1 j ~ ~  : -- -- 

I 

"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." 4 4  

Profitability was considered to be a determinate of 

the structure of the corporation. This was based on 
* 

Kierans' expectation that thk system would be a 
--- - - -- 

"compactn mode$ rather than a "Cadillac". The 

smaller verslon, l . e . , a  5-channel satelilte, was 

expected to guarantee full channel usa-ge by the carriers 
-3 

an3 t h e  €BC. 45 W i s  w a s  highly significant, given 



that- .T,elesat ,  o&e e s t a b l i s h e d ,  commissioned t h e  

larger system. 

Throughout t h e s e  t a c t i c a l  manoeuvers, Kierans,  though 

a w a r e  of t h e  p o l i t i c a l  t h r e a t .  posed by t h e  common 

c a r r i e r s  and t h e i r  suppor te r s ,  was more worried 

about the economic arguments posed by t h e  t e r r e s t r i a l  

' 4 6  Despi te  t h e  proposed commercial n a t u r e  opera to r s .  

t h e  dec i s ion  t o  empio 'a satelljite system f o r  domestic u 
purposes,  w e r e  n o t  .wh l l y  o r  even p r imar i ly  based 7 
on economic c r i t e r i a ,  as w a s  evidenced i n  t h e  r a t i o n a l e  

of  the White Paper.  -The e ~ t ~ a b l i s h m e n t  0 f . a  domestic 

system had been pursued as a vehic1e' 'for national 
- -- - -L - - - - - - - - pp - - - - - - - - -- -- - - - - - - - -- - 

p o l i c i e s .  
Z 

- r 2. 

P 
i n g  t h e  ' t enure  of Chapman's Task Force, a cos t -  

it a n a l y s i s  had been prepared, and it concluded 

ts o u t y d g h e d  t h e  c o s t s .  However, it 
1 

e the im-kure of the comparative 

s a t e l l i t e s  Wer microwave technology 

i n  cos t -benef i t  terms. The Deputy ~ i n i s t e r  s t a t e d  

t h e  s p e c i f i c s  o• ’  the c o s t - b e n e f i t  a n a l y s i s  were n o t  

a v a i l a b l e  and would Ilot be. made avah 'able  when- - 
? 

Opposition members reques ted  such dpcuments. 48 



Purpose - %f- 

The governmerrt'9 p resen ta t ion  r e l i e d  on promoting 

t h e  s o c i a l  and e u l t u r a l  b e n e f i t s ,  emphasizing t h e  

sys tem's  vse fu lness  irf p o l i t i c a l  r a t h e r  than economic 
, 

8 terms. !Che genera l  theme running through t h e  
* - 

gov&rnment1s proposal  and defence of t h e  B i l l  i s  
-- - - A - - - -- 

captured i n  t h e  following: 

"But our  problem here  i n  Canada i s  t h a t  we 
have t o  l a y , t h e  groundwork f o r  nat ion-  
bui ld ing .  Therefore you can say t h a t  i n  
bu i ld ing  it now we a r e  axead o f  ourse lves  
and you could a l s o  p o i n t  t o  t h e  f a c t  t h a t  
no o t h e r  n a t i o n  is as f a r  advanced along 
the  road t o  a domestic s a t e l l i t e  
communications system i n  Canada. I am 
very proud o f  it f o r  t h e  f a c t  i t s e l f ,  bu t  
I am even prouder of  it because we have a t  
l a s t  recognized t h e  need. We have done it 
before.  We d i d  it i n  t h e  time of ra i lway 
bui ld ing .  " 49 

Northern development was t h e  b a s i c  promotional t o o l  

f o r  implementing a sa te l l i te  system. I t  w a s  lauded 

a s  a n a t i o n a l  po l i cy  and supported by va r ious  Cabinet 

members, t h e i r  departments and c o n s t i t u e n t s .  I t  was 

a theme which had meaning t o  many b u t  f o r  var ious  

a n t i c i p a t e d  b e n e f i t s .  

. "When it i s  n a t i o n a l  po l i cy  t o  t r y  t o  open up 
- - - - - the blor-th ,-t-o _ m a k e t h e ~ ~ e ~ t r _ e g i o n m o r e ~  -- 

a t t r a c t i v e  and develop t h e  resources ,  t h e  
- - -- - philosophy of t h e  B i l l  and of t h e  Government 

i s  t h a t  wis system can c r e a t e  t h e  c a p a b i l i t y  
of t r a n s f e r r i n g  t h e  c h a r a c t e r  of t h e  North 
over a longer  per iod."  50 



Chret ian,  M<nistey of  I n d i a n - A T f a l T  and Northern 

Development, presented  t o  t h e  cbmions h i s  - b e l i e f  

t h a t  t h e  s a t e l l i t e  system would r e l i e v e  t h e  problems 

of a t t r a c t i n g  q u a l i f i e d  people t o  t h e  North and, 

with r e c e n t  success fu l  o i l  exp lo ra t ion  i n  Prudhoe' 
c; 

\ Bay, t h e  MacKenzie Val ley and t h e  ~ r c t i c  I s l a n d s ,  
P 

was paramount. 51  

Kierans had introduced t h e  B i l l  f o r  ~ a e s a t  with t h e  

analogy t h a t  it "amounts t o  a Northern v i s i o n  f o r  

t h e  19701s" ,  and c ~ n t i n u e d ~ t o  r e a f f i r m  Te lesa t  a s  

t h e  v e h i c l e  f o r  t h e  development of t h e  North,: 

"One of t h e  d e t e r r e n t s  t o  investment up t h e r e  
is p r e c i s e l y  t h e  l ack  of communication. A 
g r e a t  many people would go t h e r e  i f  t h e r e  
-- 

was n o t  t h i s  c ~ m p l e t e i ~ o ~ a t i ~  when they  - 

g o t  t h e r e .  " 

iii-. P o l i t i c a l  Opposit ion 

There was genera l  agreement among t h e  Parl iamentary 

r e p r e s e n t a t i v e s  on t h e  d e s i r a b i l i t y  of e s t a b l i s h i n g  

Telesat. The s a t e l l i t e  s y s t e m  had become synonymous 

wi th  t h e  n a t i o n a l  pol icy  goa l s  it w a s  expected t o  

reduced t h e  manoeuverabili ty . . of t h e  p o l i t i c a l  . .. 
opposi t ion  p a r t i e s .  The ques t ion  o f :  "Do w e  need a . 



- 145 - 
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s a t e l l i t e  system?" w a s  n o t  a t  i s s u e .  There w a s  an 

<- 

a c ~ e / ~ t e d  conclusion t h a t  a domestic 3ystem should be 
3 

e s t a b l i s h e d .  The only form of p o l i t i c a l  con ten t ion  
- h 

, was on t h e  i s s u e  of ownership. 
* 

Repeatedly throughout t h e  proceedings,  N e w  Democrat 
r--- - 

Party members, Saltsman, ~ c h r e y e r  , skoberTLand lLew1s 

argued fbr a Crown corpora t ion  t o  a s s u r e  t h a t  ' the  

d i s t r i b u t i o n  of p r o f i t s  would be t o  t h e  p u b l i c  r a t h e r  
- -  

than t o  bus iness ,  t o  a s su re  t h a t  t h e  system would 
% ( 

be adequately regulated-, and t o  a s su re  & a t  fo re ign  
d 

s tock  ownership would s i g n i f i c a n t l y  a f f e c t  T e l e s a t  - 

opera t ions .  

A s  Hos. M r .  Lewis-arffued, khe t-r-ipartite ar-r-angemeat-- -- 

would, i n  e f f e c t ,  p u t  70% of t h e  e n t e r p r i s e  " i n  

p r i v a t e  hands t h a t  are motivated b y . i n t e r e s t s  t h a t  

have nothing t o  do wi th  t h e  pub l i c  i n t e r e s t " .  53 

H e  continued t o  p o i n t  ou t  t h a t  Canada has lonq recoqnized 

t h e  importance of  pub l i c  ownership i n  t r a n s p o r t a t i o n  

and ccmmunications i n  t h i s  country,  s o  why are we 

handing over t o  t h e  corpora t ion  c o n t r o l  of what t h e  

Min i s t e r  c a l l e d  t h e  nervous system of our  soc ie ty?"  
- --  

' a n d  t h a t  t o  do s o  w a s  t o  promote " v e r t i c a l  i n t e g r a t i o n  

of t h e  most e v i l  kind! "54 The s i t u a t i o n  a s  proposed 

by t h e  Min i s t e r ,  i n  e f f e c t ,  provides a p u b l i c  



guarantee f o r  p r i v a t e  i n v e s t o r s  whereby' i f  ' the  

co rpora t ion  i s  p r o f i t a b l e  it is a b e n e f i t .  b u t  
A * 

A. because it is, a l s o  an " e s s e n t i a l "  ( t h e  s a t e l l i t e  ' i 

system) w e  would have t o  make good i t s  f o r  Canada, 

7 

l o s s e s .  55 

M r .  E. Schreyer ( then  New Democrat Pa r ty  - S e l k i r k )  

argued t h a t  t h e  company should be e n t i r z l y  pub l i c ly  
- - - - - - 

owned as a  Crown corpora t ion  and t h a t  any o fhe r  format O 

of t h e  Canadian pub l i c  i n t e r e s t " .  56 would be " a  z se l lou t  

He s t a t e d  h i s  b e l i e f  t h a t  f o r  reasons of c o n s t i t u t i o n a l i t y  

and b e t t e r  f ede ra l -p rov inc ia l  r e l a t i o n s  t h e  corpora t ion  - 
should be established with 51% o f ' s h a r e s  he ld  by 

- the- federa l  government a+ the balance -- -- - a l l o c a t e d  - - - - - --- 

propor t iona te ly  and appropr ia t e ly  t o  trhe Crown i n  t h e  

r i g h t  of  t h e  provinces.  To do s o  waul$ be. doing 

Canadian u n i t y  a  g r e a t  t a n g i b l e  se rv ice .  " Schumacher 

f o r  t h e  Conservatives repeatedly  p ro tes t ed  t h a t  
I 

"Government e n t e r p r i s e  never b u i l t  anything i n  an 

11 58' e f f i c i e n t  manner. 

-open ly  sanc t ion  t h e  proposed system nor condemn idz. 

They w e r e  still n e g o t i a t i n g k t h e i r  own p o s i t i o n  wi th  



- .  
TCTS and B e l l  a s - t h e  p r i n c i p a l  play-makers. ~ e i n g  

. B B -* 
t h e  dominant corpora te  i n t e r e s t  l i k e l y  t o  be a f f e c t e d  

- 

by t h e  new corpora t ion ,  t h e i r  bargaining p o s i t i o n  

s h i f t e d  w i t h e t h e i r  a 3 t i c i p  tion of accruable benefits. 

Their  arguments s h i f t e d  to -  focusing on t h e  economics 

The c a r r i e r s  were concerned t h a t  
-. 

t h e  s a t e l l i t e  might 
5 

- - be u t i l i z s h  i n  competition. with the e x i s t i n g  technology. - 

2 
0 1 

Lest-, Vice-president of B e l l ,  had-commented be fo re  

Parliament : . . ., 

"I do n o t  r e a l l y  th ink  t h a t  t h e  long term 
f u t u r e  of  te lephone f a c i l i t i e s  i s  vl"a 
s a t e l l i t e .  I th ink  t h i s  l i e s  m o r e  i n  some 
of these  o t h e r  d i r e c t i o n s  of wave guides 
and l a s e r s . "  59 \ 

s t a t e d  t h a t  using t h e  c a r r i e r s '  

f i g u r e s ,  t h e  conclusion was t h a t  t h e  s a t e l l i t e  system 

would be uneconomical. 
-5 

"We came t o  t h e  conclusion t h a t  t h e  c o s t  . 
of providing transmiss4on v i a  s a t e l l i t e  i s  ' 

more expensive than u s h g  t e r r e s t r i a l  
microwave f a c i l i t i e s . "  ~ 6 0  

, 

- - - -  origin&2y-+ carrier s s u g g e s t e d d d t k a t t 2 5 % o f  t h e  . 

- - - - .  s _ e - m  ( r e f e r r m g  tu-edsi-west  t r a t t l c  
\ 

.- 
requirements growing a t  20% pe r  annum) be assigned 

t o  s a t e l l i t e s .  By t h e  t i m e  of  t h e  Committee Hearings, 



however, it w a s  c l e a r  t h a t  they  would n o t  be t h e  

s o l e  owners of t h e  Telesat system, and t h e  Chairman 

I 
* 

of t h e  Trans Canada Telephone System was no longer  

prepared t o  suppor t  t h e  White Paper ' s  a s s e r t i o n s .  

"Krupski 's  o b j e c t i v e  now was t o  t r y  t o  
r e s t r i c t  usage of t h e  system t o  c a r r i e r s ,  
r e se rv ing  f o r  t h e  c a r r i e r  t h e  p o s s i b i l i t y  

-of-0pt-i-n+od-~f--Telesat-~were h is -  A - A -  A -  

o b j e c t i v e  n o t  granted."  61 

He now argued t h a t  t h e  east-west  microwave system 

w a s  capable  of m_eeeting c u r r e n t  needs and could be - -  - 

1 , 
expanded t o  m e e t  f u t u r e  needs. H e  saw t h e  s a t e l l i t e  

a s  u s e f u l  merely f o r  br inging  t e l e v i s i o n  t o  remote . + 
a 

a reas .  

"The main b%ne f i t  from t h i s  s a t e l l i t e  system 
' w i l l  be f o r  t h e  d i s t r i b u t i o n  of t e l e v i s i o n  a s i g n a l s  ... ,As f a r  a s  te lephone s e r v i c e  t o  

- - - -  

"he f a r  nor th  i s  concerned a s a t e l l i t e  
-- - -- -- - --- - -- - - - - - 

s p tTmpo f type-wi  1 r5f f er iriitZaIly---- 
only marginal improvements ... The advantages 
of thk s a t e l l i t e  system f o r  east-west 
telephone communication w i l l  a l s o  b e .  e 

marginal. " 62 

S a t e l l i t e s  , , according t o  Krupski, a r e  an uneconomical 

venture  and t h a t  f o r i c a r r i e r s  t o  be,@volved would 

- mean t h a t  t h e  genera l  publ ic ,  a s  te lephone s u b s c r i b e r s ,  

would bear  t h e  burden of  cross-subsidy.63 And t h a t  
- - - - - - - - - - - - - - - - 

i f  t h e  s a t e l l i t e  w a s  t o  provide s e r v i c e  on a competi t ive - 
b a s i s ,  it would be u n f a i r  t o  expect t h e  

te lephone companies' cooperat ion.  Should t h e  

corpora t ion  o f f e r  i ts s e r v i c e s  t o  use r s  o t h e r  than? 



t h e  c a r r i e r s ,  it would mean t h a t  the.members of t h e  

Trans Canada Telephone System would have inves ted  . 
i n  and be suppor t ing  a corpora t ion  with which they  

* 
would be i n  d i r e c t  competit ion.  TCTS argued t h a t  

such a c t i o n  by/t'le System . . 

t h e i r  de t r iment  and might 
A - - - 

t o  t h e  i n t e r e s t s  of t h e i r  

companies could be t o  

be considered p r e j u d i c i a l  
-- - - a -- --A -- 

owners, i . e .  t h e  

shareholding publ ic .  6 4  

~ u b s e ~ u e n t l ~ ,  TCTS, dur ing  t h e  Committee Hearings of  

May 6 ,  sought t o  conver t  t h e  e a r l i e r  s ta tement  of  t h e '  

Minis te r  regarding T e l e s a t ' s  r o l e  as a complement 

n o t  competi tor ,  i n t o  a s t a t u t o r y  commitment by 
L A 

proposing an amendment t o  Sect ion  5 ( 1 )  which would . 

r o l e  except f o r  s a l e s  t o  t h e  Canadian Broadcasting 

Corporation f o r  t e l e v i s i o n  d i s t r i b u t i o n  and o t h e r  

governmental uses .  65 

, * 

On May 20 ,  Kierans,  ~ i n 3 k t e r  of Communications, r e j e c t e d  - 

t h e  proposed amendment as .A unacceptable.  

"The Trans Canada Telephone System, when they 
- p r  opose-d-this-amen-ent-iid-n-ot--mdKea~y 

o f f e r ,  fo_r example, t o  confirm t h a t  they  
a --- t k e F R f e k F 2 ~  -kr\r~ of t h c  

corpora t ion .  I n  o t h e r  words, they  want t o  
bind t h e  corpora t ion  i n t o  a p o s i t i o n  where 
t h e  corpora t ion  could sel l  only, t o  them 

, b u t  they w e r e  n o t  n e c e s s a r i l y  bound t o  buy 
from t h e  corpora t ion ."  66 



Nevertheless ,  t h e  Min i s t e r  calmed TCTS' a n x i e t i e s  

by re-emphasizing t h e  view t h a t  T e l e s a t  would be a - 
complement, n o t  a competi tor ,  t o  t h e  e x i s t i n g  

telecommunications common c a r r i e r ,  adding: 

"Further ,  I w i l l  say  p l a i n l y  t h a t  it would 
be i n e q u i t a b l e  t o  i n v i t e  such companies 

@ t o  compete a g a i n s t  themselves. The 
_ a p p a r e a L d i f  f icul tyxCan,  _ I _ h e l i e v ~ ,  be - - -- -- 

resolved,  and I have a l r eady  proposed t h i s  
t o  t h e  common c a r r i e r s ,  namely t h a t  i n  
s ign ing  c o n t r a c t s  of p a r t i c i p a t i o n  t h a t  
T e l e s a t  Canada should only s e l l  t o  
customers who r e q u i r e  - -  - a complete t e l e v i s i o n  - -- - - -- - - - - 

equ iva len t  channel on a basis."-  6 7  

TCTS, somewhat p laca ted ,  -withdrew t h e  amendment and 

4 i s sued  t h e  follo.wing s tatement:  

" In  r e s t a t i n g  T e l e s a t  Canada's r o l e  a s  a 
complement, n o t  a competi tor  t o  t h e  common 
c a r r i e r s ,  M r .  Kierans observed t h a t  it . T 

- 

- - would- b-e inequktab3e t o l n v i t e - s u c h -  - -- - ---- - 

companies t o  compete a g a i n s t  themselves, 
and ind ica ted  h i s  b e l i e f  t h a t  t h e  ques t ion  
could be s a t i s f a c t o r i l y  resolvea i n  

, c o n t r a c t u a l  arrangements between T e l e s a t  
Canada and t h e  common c a r r i e r s .  The Trans - A  

Canada Telephone System concurs wi th  h i s  
proposal  and agrees  t h a t  a s t i p u l a t i o n  i n  
a c o n t r a c t  t o  r e f l e c t  t h e  above i n t e n t  could 
s a t i s f a c t o r i l y  r e s o l v e  t h e  mat ter .  I n  view 
of t h i s ,  w e  now f e e l  t h a t  t h e  amendmefits 
recommended i n  dur b r i e f  t o  your Committee 
a r e  no longer  requi red ."  68 

-- - -- - - - pp - 

The B i l l  was passed v i r t u a l l y  una l t e red  on Third ~ e a d i 6 g  

on June 13, 1969 by t h e  House of Commons, passed on 

Third Senate Reading and Senate Committee on Transport  

and, Cormnunication Hearing, June 17 -2 6, and received 

Royal Assent on June 27 a s  ~e l e* t  Canada A c t  C-51 (1969). 



- - - Z 

- 151 - 
-- -- - -  - - 

 ele eat Canada w a s  incorpora ted  i n  September 1969. 

M r .  D. A. Golden was appointed as p res iden t ,  and 

M r .  J. A. Ouimet a s  Chairman of t h e  p rov i s iona l  

seven-man b o a r d . ~ • ’  d i r e c t o r s .  .Golden had acquired 
0 

knowledge of s a t e l l i t e  technology while se rv ing  as 
- ,  

d i r e c t o r  af the A i r  Transport  Associat ion.  M r .  Ouimet 
C 

was--the immed+ate-past--pres-ident a& the-Canadian2----- --+-- 
Broadcasting Corporation. 

b. National Objec t ives  and System performance 
', 

The Telesat Canada A c  had s t i p u l a t e d  t h e  co rpora te  i 
o b j e c t i v e s ,  n o t  t h e  n a t i o n a l  po l i cy  goals  a s  a s soc ia ted  

with t h e  White Paper, even though t h e  defence of t h e  

. - B i l l  continued t o  be engineere'd on t h e  b a s i s  of 

* -  n a t i o n a l . o b j e c t i v e s .  From t h e  t ime of T e l e s a t ' s  
- - - - - - - - - - - - -- - - - - -- - - -- -- -? - - 

incept ion ,  t h e  corpora t ion  has continued t o  a c t  i n  

accordance with i t s  l e g i s l a t e d  mandate, wi th  t h e  

primary o b j e c t i v e s  and motivat ions of a commercial 

e n t e r p r i s e .  I ts  corpora te  r e s p o n s i b i l i t i e s  have 

subordinated any a n t i c i p a t e d  s o c i a l  purposes t o  spin-off 

b e n e f i t s  secondary t o  t h e  economic o b j e c t i v e s  and 

o p e r a t i o n a l  performance of t h e  system. ~ e l e s a t ' s  

--d m d u s t r i z l  c z - i t ~ ,  &rmrthcrn 

development, n a t i o n a l  i d e n t i t y  and u n i t y  i s  charac te r i zed  

by t h e  following evidence. 



i. - Indus t ry  B e n e f i t s  r 
. - 

securing- a domestic s a t e l l i t e  system w a s  intended - 

t o  be an impetus t o  t h e  aerospace indus t ry  and 

- manufacturing gec to r sassoc ia ted  wi th  t h e  development - . . 
> 

< 

of t h e  Canadian space program. A s i g n i f i c a n t  example 
L 

o f . ~ e I e s a t  s f u l f i l m e n t  of t h e  intended b e n e f i t s  
- - - - -- - - 

- - - - - 
i s  ev iden t  frbm t h e  c o n t r o v e r s i a l  

t h e  i n i t i a l  c o n t r a c t s  f o r  supplying t h e  system's  

4 

I n  e a r l y  1969, it w a s  s t i l l  uncer ta in  as t o  who would 

g e t  t h e  c o n t r a c t  f o r  bu i ld ing  t h e  proposed s a t e l l i t e .  

The two main contenders  i n  t h e  Canadian market w e r e  

Northern E l e c t r i c  f o r  t h e  e l e c t r i c a l  system, and RCA 

d i scuss ion  of t h e  Telesat B i l l  it was admitted t h a t  

a Canadian developed system would be more c o s t l y  than  

buying a "package d e a l v  from American e n t e r p r i s e s .  69 

l i g h t  of t h e  a n t i c i p a t e d  residual.  b e n e f i t s  of zm 

all-Canadian system, t h e  American o f f e r  was t o  be r e j e c t e d .  7 a  

Shor t ly  a f t e r  Telesat's incorpora t ion ,  RCA w a s  

'conuttissioned t o  s tudy t h e  t e c h n i c a l  s p e c i z i c a t i o n s  

and r e p o r t  on c o s t  and d e l i v e r y  schedules.  The 



3L -- - - - - - -- 

, s tudy was t o  be used f o r  recdmmendations on the 

. awarding of c o n t r a c t s  f o r  designing and b u i l d i n g  

t h e  f i r s t  two s a t e l l i t e s .  ' 1 n  t h e  spr ing%•’  1970 

a f t e r  t h e  announcement of t h e  U.S. po l i cy  on domestic 

s a t e l l i t e s ,  Hughes A i r c r a f t  approached T e l e s a t  wi th  

a proposal  t o  c o n s t r u c t  a s a t e l l i t e  f o r  $30 miJ l ion .  
. 

71 -. T h i s  was-ha+f-of--tf+e RCA cost -estimates;------ 

Hughes ~ i r c i a f t  had developed t h e  Syncom s e r i e s  f o r  
- - - - -- -- -- -- - ppp- 

NASA in t h e  e a r l y  19608s ,  which had demonstrated t h e  
, 

p o t e n t i a l  of geos ta t ionary  s a t e l l i t e s .  Hughes had 

been t h e  prime c o n t r a c t o r  f o r  s a t e l l i t e  s p a c e c r a f t s  

f o r  t h e  I n t e l s a t  program, having produced t h e  f i r s t  

f i v e  space veh ic les .  While Canada was 'proceeding 

towards e s t a b l i s h i n g  T e l e s a t  , Hughes had been involved 

i n  the twelve-year controversy surrounding t h e  

implementation of a domestic system i n  t h e  United S t a t e s .  

Research and development a t  Hughes' ope ra t ions  were 

i n  f u l l  gear  by t h e  sp r ing  of 1970. The Hughes' b i d  

had j o s t l e d  RCA. La te r  t h a t  summer RCA submitted a 

r ev i sed  proposal  f o r  a $42 mill iofi  &heme. 72 

D. A .  Golden and ( then)  Finance Minis te r  Benson, 

opted f o r  the more economical d e a l  o f f e r e d  by Hughes. - 



Treasury Board Pres ident  Drury, and t h e  Science Council < 

of  Canada argued f u r t i v e l y  t h a t  it should be a 

Canadian i n d u s t r i a l  undertaking. 7 3  Drury had 
t 

i n i t i a l l y  r e p q s e n t e d  t h e  manufacturing i n t e r e s t s  

- - - A - A  a s  former Minister  of I T C  and Chairman of t h e  
-A- 

- 

S a t e l l i t e  Committee i n  t he  e a r l y  s t ages  of po l i cy  

8 

The Science Council ' s  p o l i t i c a l  s t r a t egy  had been , 

t h a t  of a "behind t h e  scenes advocate", r e ly ing  on 

informal persuasion r a t h e r  than publ ic  confronta t ion .  

It had endorsed t h e  establ ishment  of Te lesa t  on t h e  

b a s i s  of t h e  an t i c ipa t ed  ob jec t ives .  When it appeared 
- - - - - - - 

t h a t  these ob j ec t i ve s  w e r e  being contravened by thi 

p o s s i b i l i t y  of accepting t h e  Hughes b id ,  the Chairman 

opted f o r  a s t r a t e g y  of dpen c r i t i c i w  of tlie 

government pos i t i on ,  bu t  it w a s  t oo  l i t t l e  t oo  i a t e .  
74 

Hughes .was awarded the con t r ac t  on Ju ly  31, 1970 by 

Cabinet order .  Kierans,  t h e  .Minister of Comnunications, 

had authorized t h e  approval,  lamenting t h a t  w i t h  
/ t / 
- - r e g a r d  t o  t h e  t i m e  and p r i c e  cons t r a in t s  *which 

pressured t h e  decis ion ,  that was "the p r i c e  w e  have 
> - - - 

to- pay f o r  being Canadians. "75 Proponents of t h e  

Canadian system resigned themselves t o  t h e  decis ion  

and Kierans l a t e r  remarked 'sponer o r  later even t h e  
+ 

h - 
.c 



Xmericans w l l l  d i scover  t h e y  don ' t  have enough -. 
money t o  do every th ing  they  want t o ,  Some . 

o p p ~ r ~ u n i t i e s  f o r  us  a r e  bound t o  open up, m 7 6 d  . 

~ u ~ h e s '  b i d  w a s  considered by some f i n a n c i a l  and 
il 4 

t e c h n i c a l  opin ions  as a 10;s l e a d e r  which would pay 

of LJ a + ~r i rrterabs~9f-sw&&~&ing +tsef-fL-r 
- 

- 

of t h e  market. Why RCA was n o t  w i l l i n g  t o  take t h e  

r i s k  of s h o r t  term l o s s e s  i n  o rde r  t o  do t h e  same 
- 

- - - 
- ---- - --- 

- 

was r a t i o n a l i z e d  as being due t o  t h e i r  unwill ingnebs 

t o  pursue p a t e n t  s u i t s  involv ing  Hughes, and that 

'Hughes, being the pioneer  i n  synchronous s a t e l l i t e s  

he ld  t h e  upper hand i n  prepara t ion .  77 Northern  , - .  

~ l e c t r i c  had e a r l i e r  teamed with Hughes through t e c h n i c a l  - 
s e r v i c e  l i c e n c e s  f o r  use of Hughes sa te l l i te  technology. , 

-- ~ - -  -- ----- -- -- - ~ - ~- -- - - ~ -- - 

BY 1968 Northern E l e c t r i c  and Hughes had nego t i a t ed  

a l i c e n c e  agreement wi th  the aim of e s t a b l i s h i n g  
- A .  i- 

i n  Canada t h e  a b i l i t y  t o  design and manufacture 

76  Hughes had also been s a t e l l i t e  system equipment. 
.-- 

r e spons ib le  f o r  one of the t e c h n i c a l  s e c t i o n s  i n  a - 

s tudy by ~ o r & e &  E l e c t r i c  (Northern Telecom). for 
-.i 4 

' 79 .DOT i n  1966, 

? 
The  T?U@PS hid prnv~ded for , . 

I 

(RCA had o f f e r e d  65% Canadian content . )  i n  which * 

Northern Electric would provide the e l e c t r o n i c s  
.. - 

f 
. d  



- 
system and S p a r  Aerospace (earlier k e s e a r c h  and 

development p a r t  of deHavilland ~ i r c r a f t ) '  w ~ u i d  
I - - 

p r s v i d e  the space c r a f t  stzuctu?es". 80 When t h e  

. contyact',was s igned i n  ~epteraber ,  Canadian con ten t  
* 

w a s  e s t a b l i s h e d  a t  20% f o r  t h e  t h r e e  s a t e l l i t e s , ,  

It wax also agreed that Northern Electric and Spar 
I _  I 

would prov&de p-arts f o r  15  more s p a c e c r a f t  on t h e  
I 

world makkets,  (Eughos l a t e r  so ld  a s i m i l a r  package t o  I 

81 Wes term Union at  a significantk reaucea pr ice .  1- 

The consequence of t h e  c o n t r a c t  awards had l i m i t e d  
' 

t h e  i n d u s t r i a l  b e n e f j c i a r i e s  of the aerospace t 

i ndus f ry  and thus n o t  induced a broad based space , 

industry.  The rnain subcoh t rac to r s  have acqui red  
I 

i n d u s t r i a l  c a p a c i t i e s  f o r  the space program have n o t  

deveXopd. NASA b u n c h i n g  f a c i l i t i e s  have been Gsed 

+- 
. c o n s i s t e n t l y  by Telesat as a more economical 

arrangement than developing s u c h . f a c i l i C i e s  i n  Cariada, 

Spar Aerospace Ltd., i n  p a r t i c u l a r ,  has  grown 

s u b s t a n t i a l l y  as subcont rac tor  f o r  T e l e s a t ' s  t h r e e  

series of satellites, Since 1968 a s s e t s  have grown , ) .  

tenfold, sales revenues have increased  from $5 m i l l i o n  
- a 

t o  $70 m i l l i o n ,  and n e t  opera t ing  income has  jumped w 

from - 0 5 6  t o  1.3 n i l l i o n .  82 



a space resea rch  and development f i rm,  p l u s  RCA 

assets i n  space technology, and Northern Telecom's 
"4, 

space e l e c t r i c a l  rnanuf a c t u r i n g  a s s e t s .  Other % o n t r a c t s  ' 
% u 

f o r  Spar have b e e n - t h e  government (DOC) assignment 

o r  Hermes (CTS), t h e  experimental  s a t e l l i t e  from a 

Spar i s  n-w €he-pr-be contz-or f o r  s a c e l r i t e s  

Canada and i s  seen a s  t h e  "Canadian core  company t o  

- break i n t o  t h e  i n t e r n a t i o n a l  s a t e l l i t e  market. 11 8 4  

+? The am of developing s a t e l l i t e  i n d u s t r i a l  capac i ty  

i n  t h e  aerospace indus t ry  i s  tedhnologica l  s p e c i a l i z a t i o n  

P 
through a consol ida ted  indus t ry  e f f o r t  and p e n e t r a t i o n  

- - ---- -- - - -  - - - - -- ------- 
of t h e  expor t  market. 85  

5 . ii. Northern S v v i c e ,  Northern Development 
ir 

P : 

I n  t e r m s  of meeting t h e . p b j e c t i v e s  f o r  nor thern  

s e r v i c e ,  t h e  government, dur ing  1972-1973, p e r p e t r a t e d  

an ex tens ive  pub'l& r e l a t i e n s  campaign which f l aun ted  

t h e  s o c i a l  and educat ional  benefies t h a t  Anik d and I1 

--- - - - - - -- - would b r i n g  t o  Canada, e s p e c i a l l y  i n  nor thern  a reas .  x--- 
NO amount of pub l i c  r e l a t i o n s  m a t e r i a l  could disg.uise 

t h e  f a c t  t h a t  t h e  needs 02 t h e  nor th  had n o t  been 
b -2 

considered p r i o r  t o  t h e  s a t e l l i t e  system's  es tabl i shment  

and operation.86 The major s e l l i n g  p o i n t  which w a s  
I 

P- , 



- - - -  - -- d 1 1 8 L -  - 

advanced was the availability of television services, 

but the fact that the content of the transmission &. 

was of little relevance to native northerners was of 

little concern. 
I 

"TV for the North with no attempt to make it 
relevant to the northern context is 
definitely not in accord with the desires 

P 

- -- - -- -- -- of - - t h ~ ~ r s . - - Z n  -fact - it could well----- - 
.raise the social temperature, raising b .  Y 

. . a c -  people's aspirations when the developing " 
I 

economy is not ready' to satisfy them." 87 a : .b, , S t  &a 

B .  

"Gazxada %LNGZ- i s  +opubted-by p-le- of- - - -- -- -- - - - -- - - 
different ethnic backgrounds, interests and 
heritages. It often h&pp,ens in such a 
situation that one of the ethnic groups is 
dominant and pursues iFs own interests at 
the expense of others. The Task Force 
believes this is happening in Canada and 
that one manifestation of this phenomenon 'is 
evident in the field of northern communications." 88 

CBC broadcasting services. Under the Accelerated 

Coverage Plan adopted in 1975, the CBC is attempting - 
' 

L 

to extend services: rad5dto every community o'f 
\ 

50 or more and & to every commu'nity of 200 or more, 

many of eich depend on satellite coverage, particularly . 

in the nor&. The other national network, CTV, has 
. * 

not utilized +he satellite services. CTV is 

'. distributed via we TCTS microwave network and 
maintains that the costs of renting satellite space 

- 89 I .- 
are too-expensive to be economically feasible. 

I 

Though studies have since, been undertaken tor examine '. 



X 
t5e r e a l  c o ~ u n L E a t i o n  nee= I n  t h e  n o r t h  f o r  

r e s i d e n t s ,  it has  had a n e g l i g i b l e  e f f e c t  on c o n t i n t  

i n  e x i s t i n g  se rv ices .  Broadcas t ing ' se rv ices  remain 

a one-way system, where information i s  "dumped" on 
-% 

nor thern  people i n  a sys temat ic  process  of  c u l t u r a l  

domination. Though'telephone s e r v i c e  has  been b 

.- - - extended, serszice xernaimpaor- and i n t r a _  a n L i n t e r  

L ' l o c a l  aommunity s e r v i c e  i s  e i t h e r  non-exis tent  p r  

t o o  expensive t o  m e e t  t h e  needs of t h e  r e s i d e n t s .  
I 

-- 

The main . b e n e f i t s ,  a s  w a s  intended,  % a ~ e  accrued.  t o  

imported southerners  and t h e  i n d u s t r i a l  community. 

- Northern gas and o i l  exp lo ra t ion  e n t e r p r i s e s ,  

p a r t i c u l a r l y  with t h e  advent of t h e  proposed MacKenzie '. 
p i p e l i n e ,  were t h e  l o g i c a l  benefac tors  of  t h e  s a t e l l i t e  - 
system. The i n s t a l l a t i o n  of i n i t i a l  ground s t a t i o n s  

- - - - - -- --- - - - --- - - - - 

i n  t h e  nor th  have a remarkable c o i n c i d e n t a l  p a t t e r n  

wi th  resource communities. 

Non-commercial use of s p a r e  s a t e l l i t e  channels has  . . 

no t  been allowed on Telesat. Its corpora te  o b j e c t i v e  

pf a c t i n g  wi th  t h e  motivat ions of a p r i v a t e  corpora t ion  

has -been t h e ' b a s i c  opera t ing  pol icy .  The r e s u l t s  of t h i s  

ySic ian  on t h e  Queen . 

Char lo t t e  I s l ands ,  had t r i e d  unsuccessfu l ly  t o  
J 

u t i l i z e  t w o  channels on Anik t o  t r ansmi t  s p e c i a l i z e d  



- - - -- - - 

- 160 - 
- -  -- - -- -- ppp 

v 

medical service to remote areas. Upon learning that 

three oil companies were being allowed free satellite 

time to test-the system's capacity in winter 

conditions, Dr. McGuire again approached Telesat 

with his propoqal. He was told: "We are a 
7 I 

commercial venture whose main responsibility is to 
A - A - - A - A A - - - - - 

A - - - - - 
/ 

our shareholders". The commercial objective of the 
i 

-corporation takes precedence. Social aspects flaunted 
4 

as national- abjecrtives-by .gevernmen+ have R& Been - - - -- - 

pursued.. Government representation within the Telesat 

management bears-a concomitant interest in the 

I corporation's profitability. 4- 

The pace at which Telesat offers services for 

northern area applications will depend on.its 
1 

economic viability. Since there is little prospect 

that extension of communication services to small 

northern comhunities will be commercially viable 

in the near future, its implementation will be 

considerably influenced by the availability of subsidies, 

likely fro* the federal government and without undue 
i 

pressure on the carriers to fulfil their mandates -- 

- 

for service. 

e 

iii. National Unity and Identity 

Attempting to evaluate Telesat's wrformance with 

respect to the objectives of promoting national unity * 



and s t rengthening  a n a t i o n a l  i d e n t i t y ,  i s  a somewhat 

i n t a n g i b l e  t a sk .  But t h e  o b j e c t i v e s  themselves !. 

were based on an emotional appeal and r h e t o r i c  r a t h e r  

than  a d e f i n i t i o n  o r  p r a c t i c a l  design f o r  measuring , 

4 

achievement. One aspec t  of t h e  nebulous concept w a s  4 

t o  provide two-language broadcast ing.  The sa te l l i te  
- - -- - -- - -- - 

system was t o  be an  economic boon f o r  such a po l i cy ,  

b u t  given t h e  circumstances of  T e l e s a t ' s  co rpora te  / .  

h i s to ry ,  t- c o s t  of usins t h e  sa te l l i te  has not been -- 

s i g n i f i c a n t l y  cheaper f o r  t h e  broadcas t ing  indus t ry .  

C B C ' s  use of t h e  satel l i te  system hak l i k e l y  benef i t ed  

Te lesa t  ' s economic more than  CBC ' s expendi ture  
P 

account. Two-language 'broad~as t in ,~  has been implemented 

mainly through CBC po l i cy  and perseverende, n o t  by 
- -p ----e- --. - - - -- -- L- -- 

f h-ee sTmplee a v Z l a 6 i l < t y  of tecihnological capabi l i ty ' .  

The Canadian c u l t u r e  d e b a t e  and i t s  r a m i f i c a t i o n s  f o r  . . 
pol icy  remains a n a t i o n a l  ques t ion .  * 

The r e s u l t i n g  achievements o r  l ack  of them i n  n a t i o n a l  

po l i cy  o b j e c t i v e s  demonstrates i n  t h i s  i n s t a n c e  t h e  

b e n e f i c i a r i e s  of .  dec i s ions  made on t h e  b a s i s  of n a t i o n a l  

i n t e r e s t  r h e t o r i c .  

I•’ w e  examine t h e  real b e n e f i c i a r i e s  of t h e  system, it 

s e e m s  t h a t  f i r s t l y ,  those  awarded ' indus t r i a l  c o n t r a c t s  

and those i n  a p o s i t i o n  t o  use t h e  system where o t h e r  

f a c i l i t i e s  would n o t  have su f f i ced ,  f o r  i n s t a n c e  



i n  t h e  n o r t h ,  appear  t o  have gained t h e  d i r e c t  benefits. 

The s t r u c t u r e  o f  t h e  t e l e c o m m u n i c a t i o ~ ~ s  i n d u s t r y  has  been 

p r o t e c t e d  from "compet i t ive  i n roads"  by t h e  c o n t r a c t u a l  

a r r a ~ g e m e n t s  and c o r p o r a t e  c h a r a c t e r  of t h e  s a t e l l i t e  company. 

- -  -The expf-anat-ien--&t~ese-rwsurts- lies in an-under-st-andi-nq----- 

of t h e  real c o n s t r a i n t s  o p e r a t i n g  o n . n a t i o n a 1  p o l i c y  d e c i s i o n s .  

That  is, t h e  e v e n t s  sur rounding  s a t e l l i t e  development need 
- 

- - - - - - - - - - - - - -- - -  - - - - -- - -- 

t o  be  onsi side red i n  r e l a t i o n  t o  t h e  n a t i o n a l  economic s t r u c t u r e  

and p a t t e r n  of  n a t i o n a l  p o l i c y  d e c i s i o n s  t o  see where t h e  

real  d e f i n i t i o n  o f  the Smational i n t e r e s t "  l i e s .  The n a t i o n a l  

o b j e c t i v e s  such as t e c h n o l o g i c a l  p rog res s  and i n d u s t r i a l  

development and n o r t h e r n  development, r e sou rce  e x p l o r a t i o n  

-- - - and - - - t h e  - -- c o r p o r a t e  -- -- - - -- c h a r a c t e r  -- - - - of  - the p r o t e c t e d  - - - -- telecommunicat$ons -- 

i n d u s t r y ,  are s i g n p o s t s  t o  an unders tanding  of  government- 

i n d u s t r y  r e l a t i o n s  i n  t h i s  count ry .  By unders tanding  what 

/ t h e s e  ob jec t ives ,mean  i n  p r a c t i c e ,  one can de te rmine  t h e  

e f f e c t i v e  meaning o f  t h e  n a t i o n a l  i n t e r e s t  i n  government p o l i c y  
a 

beyond t h e  example o f  t h e  s a t e l l i t e  i s s u e .  S a t e l l i t e  p o l i c y  

5 
t h e n ,  must be i n t e r p r e t e d  i n  r e l a t i o n  t o  t h e  c o n s t r a i n t s  

inposed  by t h e  e f f l e c t i v e  d e f i n i t i o n  o f  t h e  - "na t iona l  i n t e r e s t " .  

- 

%. v i a b l e  c o r p o r a t i o n  i n  t h e  telecommunications market ,  more 

problems emerge. I n s t i t u t i n g  Telesat Canada as t h e  means 

implenent inq a commercial sa te l l i te  p o l i c y  makes 



manifest  the con t rad ic to ry  n a t u r e  of  t h e  s t r u c t u r e  

of  r e l a t i o n s  it' supposedly has  acqui-esced by coming 
# 

i n t o  being. The corpora te  h i s t o r y  of T e l e s a t  

i d e n t i f i e s  t h e  e f f e c t s  of t h e  power r e l a t i o n s  based 

corpora te  s t r u c t u r e .  The corpora te  h i s t o r y  of 
- -- - - - - - - - 

Telesa t  cont inues t h e  c o n f l i c t s  which had.been 
' 

submerged by i t s  corpora te  form, b u t  n e i t h e r  

centred on t h e  c o r p o r a t i o n ' s  r e l a t i o n  t o  t h e  dominant s n 

i n t e r e s t  group of t h e  telecommunications s t r u c t u r e ,  

t h e  telephone companies, on t h e - c r i t e r i a  o f  ownership, 

usage and v i a b i l i t y .  Latent  c o n t r a d i c t i o n s  s u r f a c e  - 
9 

and t h e  renegot ia tzon of a  s u i t a b l e  compromise i s  b 

A 
- - - -  - - - - - - - -- - 

formed . 

c. T e l e s a t  Corporate His tory  

i. Financing 

I n i t i a l  f inancing  of T e l e s a t  w a s ' i n  t h e  form of a  

$9.8 m i l l i o n  1oaK f r o m - t h & ~ o v e r n m e n t  of Canada, which 
C 

was r e p a i d  by December 1970 a t  t h e  t i m e  of t h e  f i r s t  

- - - - -  - - - - i ssuance  of common shares .  'I The T e l e s a t  Canada A c t  
-- - 

- - -- - 
provides t h a t  au thor ized  c a p i t a l  of t6e corpora t ion  

- 
- 

s h a l l  c o n s i s t  of :  - - 

- - 

1-.- 10 m i l l i o n  common sha res  without  nominal o r  
- L L  

par  va lue ;  and 

2 .  5 mi l l ion  p re fe r red  sha res  with a  nominal o r  

par value of $10 per  share .  92 



- - - 

- -  - - - - -  - -  - -- -- -1*& -- 
The d i s t r i b u t i o n  of T e l e s a t  s tock  ownership w a s  

determined durirfg t h e  periodt November 1970 -to March 

1972. I n  November 1970 Te lesa t  made arrangements t o  

i s s u e  6,000,000 common sha res  witHbut pa r  va lue  a t  

$18 each over  per iod  ending March 31, 1972. Under 3 
t h e  p lan ,  t h e  ~ o & e n t  of Canada and t h e  t h i r t e e n  
- -- - - - - A - -- - --a 

approved telecommunications common c a r r i e r s  ~ a s c r i b e d  

f o r  sha res ,  providing $60,000,000 i n  e q u i t y  c a p i t a l .  

D i; st=ih tie-onythe e a r ~ x k r s - w i t s  ss- &4uw s: - - - - - - - - - - - - - 

Subscriber  No. of  Shares Per cen t .  

Members o f  Trans Canada 
Telephone System 
B e l l  Canada 
B.C. Telephone 
A.G.T. 
ManitabaZelephone- -- 

Saskatchewan Telephone 
M a r i t i m e  Telephone 
N . B. Telephone 

The CNR and CPR, each 225,000 

Others : Quebec ~ e l e ~ h o n e  60,000 
&land Telephone 6,000 
Ontar io Northland 15,000 

The Government of  Canada and t h e  common c a r r i e r s  each - 
- - - - -- - - - - - 

had 3 m i l l i o n  s h a r e s ~ w h i 2 e  Pres iden tColden  had one, - - 

- - 
-- 

- I n i s  capdciiy as d member 05 Lire ~ d l  p u L l l ~  

who f u l f i l s  t h e  s t a t u t o r y  condi t ions .  Although , 

t r i p a r t i t e u w n e r s h i p  with public 

upon es tabl i shment  of success fu l  

s h a r e s  w a s  planned 

opera t ion  of T e l e s a t ,  



A s  M r .  Golden has sa id :  

"That it i s  e x p e c t e d - t h a t  t h e  Government loan  
would be repaid  from t h e  proceeds of  a pub l i c  
i s s u e  of sha res  a t  an appropf ia t e  t ime when 
t h e  corpora t ion  has achieved success fu l  
commercial opera t ion  and s u b j e c t  t o  p r e v a i l i n g  
market cond i t ions .  No dec i s ion  i n - t h i s  regard3 
would be made a t  t h i s  time and t h e  whole 
ques t ion  of t iming of a pub l i c  s h a r e  isme 

- - - -  willbe_kep-t;_llhder_ =onstant review with &he _'_- 
c ~ r p o r a t i o n  ' s f i n a n c i a l  advisors .  " 9 4  

I t  i s  ~elesat's'inter~retation of i t s  performance 
- -- 

- - -  pp 

- L - - - 
7 

t h a t  adequate . , cond i t ions  f o r  t h e  i ssuance  of pub l i c  

sha res  have never  been m e t  by t h e  company. Thus, 

T e l e s a t ' s  ownership and c o n t r o l  has  remained wi th  
\ 

government appoin tees  and t h e  , c a r r i e r s .  

T K e  bazance -03 -Tclesa tLs  f j ;namcin~requi%emenks has---------- 

been r e a l i z e d  through loans under a s h o r t  term 

borrowing arrangement wi th  t h e  government. The 

borrowing consgra in t  under Sect ion  4 1 ( 4 )  of  t h e  T e l e s a t  , 

Canada Act is thdt T e l e s a t  cannot have loans  ou t s t and ing  

t o  the government i n  excess  of $40 mi l l ion .  I n  J u l y ,  

1972, a f t e r  e q u i t y  f inanc ing  was complete, T e l e s a t  

s e n t e r e d  an  agreement - with t h e  government t o  provide 
9 

borrowing o f  up t o  $30 m i l l i o n  i n  o r d e r  t o  have 

a v a i l a b l e  the necessary cash t o  complete t h e  base 

l i n e  system, Loans t o t a l l i n g  $25.5 m i l l i o n  w e r e  

drawn (11.5 in 1972 and 1 4  i n  1973) and scheduled 



0 I 
3 , .  

a , t o  be r5pai3idI974-1977T A t  the t i m e  o f t h e  - 
r * 

t* 1" - ' I 

proposed agreement (1976-19771, a l l - l o w s  had been r t 

r epa id  and Te lesp t  had no outs tanding  debt.  During 1 

, 
3 

- 

1973-1976, no f u r t h e r  borrowing was completed with 

t h e  Government of Canada o r  any o t h e r  source.  95 

p roc&ement*of , the  company's four th  s a t e l l i t e ,  Anik B,  
I 

which involved loans , to  be  suppl ied  by t h e  Government 
- -- -- - 

ofpcanada and *th-e  oro onto-  om in ion Bank. However, 

a t  t h e  t i m e  of  t h e  agreement, t h i s  f inancing  arrangement 14 

had n o t  been, and appeared n o t  l i k e l y - t o  be, completeti. % 

Coi'ncidentally and subsequently,  T e l e s a t  nego t i a t ed  

an arrangement with t h e  Department of Communications r 

* 

whereby t h e  Department would l e a s e  channels of  t h e  

1 4 / 1 2  GHZ band of Anik B f o r  experimental  purposes. 

The Department of Communications w i l l  prepay Telesat . . 

$27.9 m i l l i o n  (9 i n  1977 and 18.9 i n  1978) f o r  s e r v i c e s  ' . . ,  

t o  be rendered i n  1979 and 1980. I n  a d d i t i o n ,  once 
- 

s e r v i c e  b e t i n s ,  t h e  Department of Communications 

w i l l  pay $168,000 t o  T e l e s a t  f o r  2 4  manths, f o r  a 

t o t a l  cons idera t ion  of over $31.9 mi l l ion .  96 

has tent a t i v e l y a r r a n g e d  
72 

?& 

f o r  medium term loans  wi th  t h e  Toronto-Dominion Bank 



f o r  hnik C. The Department of Finance, a c w r d i n g  t o  

adequate f inanc ing  t o  Te lesa t .  97  (No 

r b p r e s e n t a t i v e  o f  the Finance ~ e p a r t m e n t  w a s  a v a i l a b l e  

a t  t h e  h e a r i ~ g s  t o  s u b s t a n t i a t e  T e l e s a t ' s  p o s i t i o n ,  

(Toronto-Dominion arrangements were pending . t h e  approval  

of t h e  Telesat-TCTS agreement. 
- - - - - - - - - --- - 

- 

3 

ii. Hardware - - 
T e l e s a t  Canada launched i t s  f i r s t  sa te l l i te  i n  November 

1972 and commenced commercial s e r v i c e  on January 11, 
h" 

1973. Anik I1 was launched i n  Apr i l  1973. +Since 

then T e l e s a t  s e r v i c e  and f a c i l i t i e s  have been u t i l i z e d  

a-lrnost e n t i r e l y  by i t s  own shareholders  ( B e l l ,  CN/CP, 
7 

TCTS) and Crown c o r p o r a t i o n s  Heleglobe  and ~ a n a d i a n  

Broadcasting Corporat ion) .  

1 

Space segment f a c i l i t i e s  i n  opera t ion  inc lude  t h r e e  
?," - 

, s a t e l l i t e s  which opera te  i n  6 /4  GZH band. Each has  

1 2  channels ( t ransponders)  capable  of providing 

- ( t e l e v i s i o n  and r a d i o )  
- .  

' f  

s e r v i c e s .  12 channels are made up of t e n  opera t ing  

and t w o  back-up channels (except Anik A-F-1 where 
- 

one t ransponder  i s  no- longer  o p e r a t i o n a l ) ,  f o r  a 



* . . - 
- combined channel availability of 35. Each channel on 

6/4 has the capacity, to transmit one television 

program with audio or a maximum of 960 one-way 

voice channels. 98 
- \ -  

, . Q. 

h 

-Although there are three satellites in geostationary 

orbit, only one, Anik A-F-3 is in full-time service. 

The others- are available for baek-up use and for 
PP 

- - - - - occasional services. -- -- -- Of the - -- -35 - RF chann-els --- available 

(29 if allgwing fpr six back-up), only 6 are used 

C. 3 
a full-time and one transponder csometimes two) is 

used occasionally by Canadian Broadcasting Corporation 
* 

and Teleglobe. Even full period RF,channels, - 

especially those leased for telephone message traffic, 

99 
- / 

- - -- -- h-aue m€rbeen-f uZly,-use= - - Thus ,-capa---tzr- - 

greatly underutilized in the number of channels used 

an& actual time usage. 

Telesat's earth sement facilities in operation 
,' ,- 

include a total of 7 4  earth stations. Characteristics 
- * 

and the application of earth stations are'l ssified 
t F 

into eight basic types: yr 

- - - - - -- 

1. Two Heavy Route Stations - Allan Park, Ontario - 
2 

. and Lake Cowichan, Bge. ; i 

2. Network Television Stations - six across southern - 



3.  Two Northern @elecomunicat ion :Stat ions.  - 
Frobisher  Bay and Resoluge, t r a n s m i t  and r e c e i v e  

s e r v i c e s  ; . . 
i 

4. - Twenty-six Route s t a t i o n s  -, f o r  vo ic$ /c i rcu i t s .  

used in the remote a r e a s  of 0n ta r i6 ,  Quebec r 
2 %  

and Uarth pest T e r r i t o r i e s ;  - 
a 

- 
A -5rT- 

a0 
- *t%-FsTox-St~ilonsy~sedin=o t e  

< 1 

a r e a s  akass  ~ a n a & a ;  

6 .  seven of t h e  above a r e  F r o n t i e r  Telkvis ion  Serv ice  
- - - -- -- - - - - - - -- - - - - - -- - - - 3 - *-z-- , 

S t a t i o n s  loca ted  i n  the ~uk'on;  and 

7. Two t ypes  of  Transpor table  Earth Stakions  - one 
0 

2 used f o r  o r i g i n a t i n g  l o c a l  t e l e v i s i o n  programs, 

t h e  o t h e r  o r i g i n a t i n g  message t r a f f i c  - both i n  

remote a r e a s  where t e r r e s t r i a l  e a r t h  s t a t i o n s  

r 

Many of t h e s e  s t a t i o n s  have had f a c i l i t i e s  added so ,A 

that they can funct ion  in a d u a l  capac i ty  as Remote . 

Televis ion  and the Thin Route S t a t i o n s  gr as Network 
-92, 

~ e l e v i s i o n  and Northern ~ e l e c o m u n i c a t i o n  S t a t i o n s .  

' Telesat s e r v i c e s  some 75 c ~ m u n i t + k s  and e a r t h  
c 

s t a t i o n s  are b e i n g  added a t  a r a t e  of  f i f teen pGr year .  

, . . . 
Ill. U s c t g e  

7 - .  
1 

, From t h e  beginning of i ts opera t ions ,  ~ e l e s 4 ~  has. t 

fo~ lowe& a practice of l e a s i n g  whole transponders. '$0 . - ,  

* 
. * - ,- 

, 

1 



- - - - - - 

cust~rnersCwho can u t i l i z e  cont inuously) ,  i ,e. a f u l l  ' 

RF channel. T h e  con t r ac tua lA  arrang&ent wi th  
- 

customers invoaved t h e  l e a s i n g  of one o r  more RF - . 1 

channels f o r  a per iod o f  f i v e  years  (with an op t ion  t d  
2 .  

1 

extend one y e a r ) ,  for- t h e  p u r w s e  of p r o v i a n g  
. 

satellite te lecommunic~t ion between d&signated e a r t h  
6 

s t a t i o n s .  Contracts  &e only wi th  t h e  c a r r i e r s ,  -,: 
----AL - -- -- 

Teleglobe and ~ a n a d i &  Broadcasting Corporation. 

Charges f o r  s e r v i c e s  and f a c i l i t i e s  have been payable '  
d 

Irtcmth". c a n d o n o t  - - - 7 .  , . 
gegregate charges  a s soc i a t ed  with space segment 

101 
&?? channel.) and ground segment ( e a r t h  s i a k o n )  . 
i 
t # 

d . i 
Wlesa t  charges customers •’or kerv ices  roughly 

5' 1 - 
d l l  ca ted  on a 211 b a s i s  between' space segment and 

- - -- -- - - - pp - - --ppp - - pp 2-- 
- e a r t h  segment under p a r t i c i p a t i n g  c a r r i e r s B  agreements, 

Q ~ e l e s a t ~ r e c e i v e d  $30 m i l l i o n  over f o r  two 
- --- - - 

 full RE' channels .  This  is $6 mi l l i on  a year ,  o r  
i - 
$3 mi'llion p e r  channel. O f  t h e  $6 mi l l i on ,  ~ e l e s a t  

revealed that $4 million is der ived from space segments-, 

andD$2 m i l l i o n  f r o m  earth segments. Thus, f o r  each 

transponder $2 mi l l i on ,  $1 mi l l i on  f o r  e a r t h  s t a t i o n  

- - - - -- -- M35- f o r  eackdmmel. %is appf ics  t b  t-cy - + - 

i z 

access ing  t h e  earth i t a t i o n s  at Allan Po in t  and Lake 
t 

_ I 



- - -- - 
* - -  - - -  

t" B 

rnultj-point broadcast ing s e r v i c e s  which reqiiiqe - - - * -  - 
many 'ear th  s t a t i o n s .  Thus, add i t i ona l  chakges are - e A . I i- 
made f o r  t h e  provis ion of more e a r t h  s t a t i o n  f a ~ i l i t i e s  

102 
O t  - 

- which a r e  above t h e  s tandard point- to-point  u s e . ,  Ir 
- \  

- 
- - : . L . : /  

F'. 

The-bulk of revenues a r e  der ived from t a r i f f s  e 

d ( 

as soc i a t ed  w$th t h e  l e a s i n g  of f u l l  t ransponders f .  

-L--~----- -- -. - 7 - L u L - -  -s -LA-- -- 

and t h e i r  r e l a t e d  e a r t h  s t a t i o n s .  ' ~ h e  balance OX 

revenues a r e  achieved through t h e  provis ion of  s e r v i c e  
1. 

i v .  Operat ional  c o n s t r a i n t s  
1 

With r e spec t  t o  t h e  domestic s a t e l l i t e  sys tem usage 

f o r  east-west t r a f f i c  as supplement t o  microwave 
', 

f a c i l i t i e s ,  only two channels have been r en t ed  (TCTS 

and CN/CP) f o r  southern m"aarkets, each of which has  

seen only limited use. I n  late 1 ; 7 0 k & & t  Canada 

w a s  nego t i a t i ng  p o t e n t i a l  customers and P re s iden t  %olden s- 

I 

acknowledged t h a t  it w a s  a  problem s e l l i n g  f a c i l i t i e s  

103 t o  p o t e n t i a l  customers who are a l s o  'the owners. 
1 

A t  t h e  time preceding the Telesat-TCTS agreement, t h e  
4 I 

o r i g i n a l  c o n t r a c t s  w e r e  coming up f o r  reqewal and' 

- --- -- f u -  prospecis i n - c & a m I l e a s i n g  t o  t h e  carriers 

dld mt 1 OdC+-eaEC=JZiq ecld - ~ s i  

t r a f f i c  market cont inues  t o  expand and by t h e  1980 ' s  
6 

the Cormaunicatiun Reseaxch Centre  s tudy hgd concluded 



* -that s i g n i f i c a n t  amounts - of long haul  v ~ i c e  t r a f f i c  - 

could be routed through t h e  sa te l l i te  i n  an 

104 
' ' d t t r a c t ~ e  c o s t - e f f e c t i v e  manner. 

But due t o  t h e  -pr'esent i n s t i t u t i o n a l  axtangenents , it 

i s  un l ike ly  t h a t  t h i s  w i l l  occur.  The two main reasons 

w e r e  cons idered  t o  be: 
- - - - - - - A A -A 

1. that without  two-t ier  

j u r i s d i c t i o n  over  i n t e r p r o v i n c i a l  and i n t e r -  

compete d i r e c t l y  with t e r r e s t r i a l  carriers f o r  

z southern v ce t r a f f i c .  ~ h o u g h  t h e  f e d e r a l  - .. 
- government.has o f t e n  considered.such a regu la tory  . = 

procedute, it has -  n o t  moved t o  implement t h e  
Z 

scheme, one reason b e i i g  theQ s t rong  . oppos i t ion  . 

. 9  
- 2.  t h a t  the i n s t i t u t i o n a l  arrangements imposed *-" 

. ' - i 
F 

c o n s t r a i n t s  on the usage of ~ e l e s a t  by t h e  Trans 
: v 

d 

Canada Telephone System f o r  southern market t r a f f i c .  .. 

One reason being that p r a i r i e  provinces,  a s  m e m b e r s  
F 

of  TCTS, rely heavi ly  on revenues from t o l l  t r a f f i c  .4 - ' 

e of ,satel-lites. Also,. - 
, 

a l l  TCTS members are biased towards usage of Sheir,. . 
t - 

own te~ses+rial networks, s i nce  these investments - - 

I * 

can be c a l c u l a t e d  i n  t h e i r  r a t e  base f o r  
F 

- T , ' "  



r egu la to ry  purposes. The c o s t s  of channel - A . h - - 

- - - - -- - -- - - - - - - -- 
l e a s ing  on s a t e l l i t e s  do no t  p re sen t ly  o f f e r  

t h i s  advantage a s  they a r e  t r e a t e d  a s  an expense. 105 

The c a r r i e r s  have a  d i s i n c e n t i v e  t o  demonstrating any 
,-a A 

c o s t  ef fect iveness .which may be r e a l i z e d  from s a t e l l i t e  
h 

usage, s ince  ta do s o  would encourage support  f o r  

those  who favour Te lesa t  a s  a competitive. a l t e r n a t i v e  

t o  t h e  t e r r e s t r ' i a l  common c a r r i e r s .  To t h i s  end, 
I 

i 
I 

k k  carrhrs, a s - e w w z ~ a ~ s t e m e r s  d Zelesat-, a- - -- 

i n  a s t rong  p o s i t i o n  t o  in f luence  T e l e s a t ' s  p r i c i n g  

,. p o l i c i e s  i n  a  manner t h a t  po r t r ays  Te le sa t  a s  no t  
F 

* b e i n g  cos t - e f f ec t ive  i n  comparison wi th  t h e  t e r r e s t r i a l  

network. When us ing a p r i c i n g  p 6 h y  of uniform 
- * 

)I 

p r i c e s  per channel i n  southern v 6 > ~  t r a f f i c  i n  t h e  

6 competi t ive a r ena ; - the  cost comparison t h a t  t h e  

t e r r e s t r i a l  c a r r i e r s  would f i n d  r e l e v a n t  t o  use would * - . 

t 
be t h e  marginal c o s t  of a d d i t i o n a l  investment i n  

microwave f a c i l i t i e s  as opposed t o  i h e  avefage l e a s e  

rate of  a d d i t i o n a l  r e n t a l  of sa te l l i te  f a c i l i t i e s .  
., 

To employ such a  methodology f o r  compakative purposes 

i s  exceedingly l i k e l y  t o  favour t h e  land-based 

v. Merger - T h e  Proposed Solut ion 

As e a r l y  ps 1975, Te l e sa t  and i t s  customers w e r e  



- - - - - - -- - -- - - 

considering possible future arrangements for sateylite - 
- 

- - -- - - - -- - 

usage. lo6 The original contracts were nearing 
- - 

expiration. Usage of the system was minimal, given ' 

the available capacity. The "built-in profitability" \ 
\ 

that had been anticipated did not materialize, largely - - -- \ 
---- .- - - 

because the system had never resembled thq compact \ 

- - 

4 \ 

model as intended. System capacity had ne er been 
\ 

- -- - - - -----L- 
geared to the level of demand, The development of 

- - - 

the technology, more satellites with new innovative 
- - - 

- - - 
-- I< 

features, - - continued - --- regardless of, -- marketing - - - arrangements - 

for available services. (The DOC was heavily involved 

in experimental satellites for non-commertial 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 , 

prqposed membership of Telesat in the Trans Canada 
I 

Telephone System. Telesat and TCTS maintain that -these 

concurrent ,negotiat~i 'ons were unrelated, The following diary 
? 

of events suggests otherwise : 
. . 

- Early in 1975-, Mr, Thompsod of TCTS put forward 

to Telesat's tnanagement the idea that Telesat 

- By'mid-1975, TCTS had undertaken an examination ,.. 
' .I 

of satellite appiicationsio7 for 'their ;sage 
i * 



membership arrangement. They concluded t h a t  

s a t e l l i t e s  should be p a r t  of an in t eg ra t ed  system. 108 

1 
4- 

- 
- - In l a t e  1975, Te l e sa t  had decided t o  proceed with 6" -. - 

the  new generat ion of s a t e l l i t e s  i n  1 4 / 1 2  technology 

- - - - -  - and - sought -- f inancing f o r  the -- i a u e m e d t a t i o n  o ~ h a  - 

Anik B series. log Te lesa t  maintains t h a t  t h i s  
5 
i 

dec is ion  was unre la ted  t o  any not ion o,pa 

- In  February, 1976, d i scuss ions  commenced between 

TCTS and Telesat as t o  "some type" o f  membership 

arrangement. Also, a t  t h i s  t i m e  TCTS i n i t i a t e d  a 
P 

s tudy on t h e  poss ib l e  increased--•’ u ture  useof-the- 
-- - - -- -  - -  

-- - 

Te lesa t  system and requested Te leSa t ' s  cooperat ion 

t o  which Te le sa t  provided i n p u t  i n  March a n d - ~ p r i l .  110 - 

- On A p r i l  21, 1976, M r .  Golden held diScuss ions  wi th  

t h e  Deputy Min is te r  of Finance concerning T e l e s a t ' s  , 

c u r r e n t  f inancing requirements and c l a r i f i c a t i o n  of 

t h e  government's po l icy  on loans  and advances i n  
-- - - - - - 

1976-1977. Te l e sa t  maintains t h a t  adequate 

t inanc ing  arrangements would no t  be forthcoming 

f r o m  t h e  government. (No, government wi tnesses  w e r e  
a 

a v a i l a b l e  a t  t h e  hear ings  t o  d i spu te  t h i s  i n t e r p r e t a t i o n  



- 176 - e ,. - P 

of t h e  evep t s .  t h a t  t r ansp i r ed  between M r .  ~ol-$en'  

and t h e  government's Finance r ep re sen ta t i ve . )  111 
- 

On May 18,  1976, Te l e sa t  and TCTS m e t  wi th  s e n i o r  

r e p r e s e n t a t i v e s  bf CN/CP t o  exp la in  t o  them t h e ,  
/ 

background regard ing  T e l e s a t ' s  pos s ib l e  membership 

of  TCTS. CN/CP w a s  no t  favourably i m p r e ~ s e d  by 
- -- -- - -- -- -- L------L---- 

t h e  idea ,  r e a c t i n g  t o  what it saw a s  an extension of  

t h e  power base of t h e  telephone companies over t h e  

s a t e I T i t e c o r p o r a t i o n  t o  the exclus ion and an t ic ipa ted- -  - - -  
- 

determinate  of m/CP as a l imi t ed  competi tor  of 

112 , TCTS . n 

On Ju ly  12, 1976, T e l e s a t ' s  board of d i r e c t o r s  
J 

discussed the op t ions  f o r  ~ e l e s a t ' s  f u t u r e  and 
- -- - - - --- pp ppp - - - -- - - - - 

approved i n  p r i n c i p l e  t h e  TCTS memership proposal .  113 

During t h e  summer months, TCTS made presen ta t ions  
- 

t o  t h e  p rov inc i a l  governments with a u t h o r i t y  over  
l 

telephone s e r v i c e s  (i - .e. t h e  ~ r a & i e  and A t l a n t i c  
- 

provinces)  -ow t h e  advantages of an i n t e g r a t e d  system 

0.f sa te l l i t e  and terrestrial' f a c i i i t i e s .  TCTS 
ppp -- -- pp 

ppp 

r e f u t e s  the not ion t h a t  this was a s e l l i n g  t o u r f o r  

t h e  proposed membership agreement. ' ' 
* 

1 n  e a r l y  August, CN/CP approached t h e  Minis ter  of 

~ommunicat ions,  Mme. Sauve, inqu i r ing  on t h e  p o s i t i o n  



of go_venmerslt_ p d i c y  w i t h  respecL tothegmpo sed 

arrangements. Following this discussion, CN/CP 

submitted a proposal to Telesat as an alternative. 
v 

to the exclusive membership b$d in TCTS. The CN/CP 

arrangement contemplated the establishment of a new 
- - 
entity comprising CN/CPT, TCTS -and Telesat. After- 

attemptin~ to alleviate CN/CPT.' s anxieties over . 

possible future discrimination on using the 
_- - - - - - --- - - - -- 

satellite system, should the two proceed with the 
A 

membership 'proposal. 115 

On September 1, TCTS notified CN/CPT that their 
- 

plan was unworkable. ' The following day, Telesat &f 
officially _rejected the _CN/CPT pgoposal on the groldds 

that it could not guarantee Telesat's expansion- l?ians 

nor its profitability. 116 

On september 7, Telesat requested confirmation from 
- 

the Minister of Comunications that the government 

"does not dissentst in Telesat's membership with TCTS. 

A draft memorandum of understanding .and terms and 

conditions of the agreement were submitted, , 

Later in September, CN/CPT requested that' Telesat 

and TCTS reconsider the CN/CPT proposal. ~ o t h  TCTS 



and Te lesa t  again  r e j e c t e d  it. CN/CPT then n o t i f i e d  

Te lesa t  of i ts  i n t e n t i o n  t o  review i t s  pro jec ted  

requirements f o r  sa te l l i t e  usage. 3.17 
f 

0 L- * ,  
On November 23 ,  t h e  N i n i s t e r  of Communications 

informed Telesat and TCTS t h a t  Cabinet had -accepted 

t h e  p roposa l  f o r  membership, s u b j e c t  t o  c e r t a i n  
-L2-p--L- - -- -- - - -- 

considerakions and without  p re jud ice  t o  t h e  r o l e  of 

t h e  Canadian Radio-Television and ~elecommunicat ions 

~exm&s-si&-the a u t b r f i f  m e g u I - a t u q r  agency; 118----- 

On. November 2 6 ,  t h e  CRTC Chairman informed Te le sa t  

of t h e  need f o r  a pub l i c  hear ing i n  o rder  t o  

ad jud ica t e  on t h e  proposed agreement. 119 

In e a r l y  December, thd TCTS , board of management 

accepted T e l e s a t  as a m e m b e r .  120 

- - -  - - .  
On December 7 ,  Te l e sa t  r e p l i e d  t o  t h e  Min is te r  of 

Communications, assus ing  compliance wi th  t h e  - 
cons idera t ions  included i n  t h e  government's approval  

- 1 

and that \such condi t ions  w+ere included i n  t h e  terms 
\ 

of -a-eeagreement. T e l e s a t  then proceeded t o  put  - 

~ ~ t r ~ k - e - s h ~ r ' e h - ~ ~ d e f  s r b r  
. .  T - 

r a t i f i c a t i o n .  It was endorsed and a p re s s  conference 
a- 

held & announce the- ~ e l ~ s a t - ~ d s  agreement 

121. e f f e c t i v e  .- ~ a n u a r y  1, 1977. 
I 



- On December -&_the MI- 
. . 

eSc3- ' r r r  

informed t h e  CRTC 0% t h e  agreement and of t h e ,  

government ' s , c o n d i t i  n a l  approval.  (The CRTC . 'b 
responded on December 31 and inquired as t o  whether 

t h e  s t i p u l a t e d  cons idera t ions  had been m e t  t o  t h e  

government's s a t i s f a c t i o n ,  122 4 

L 2  
i- 

- -- L-LL 
-----A- --- a- - - - 

r-- - ,  
- -  Qrr January 1, 1977, &he agreement became g f f e c t i v e .  

sub jec t  t o  CRTC approval.  
- - -  - - 

- - - - - -- - -- - -- 

s e n t  a c o p y o f  t h e  d e f i n i t i v e  agreement t o  t h e  

~ i n i s t e r  of  Communications, and on t h e  21st .  
L 

submitted it t o  the CRTC. 123 

. . 

- I t  was not  u n t i l  February 10  t h a t  t h e  ~ i n i s z e r  r e p l i e d  
. - 

t o  t h e  Chairman ' s reques t  of A D x c e m b e r  ,-;Ifwkieh&im- 
I t .  - - 

-- - 

t he  CRTC was informed t h a t  Te l e sa t  had given i t s  

assu ance t h a t  t h e  agreement complied fully with  t h e  7 - 

concerns of t h e  government. On February 1 6 ,  t h e  .CRTC 

i s sued  no t i ce  o f  a pub l i c  hear ing  concerning t h e  

- proposed Telesat-TCTS agreement t o  commence ,Apri l  25. 124 

/ 

3. REGULATION 

a, The Regulatory Arena- A New Forum 
3 

The r egu la to ry  arena under t h e  auspices  o f  t h e  CRTC, w a s  

a new s t a g e  f o r  t h e  main a c t o r s ,  Te l e sa t  and TCTS. 

The Canadian Radio-Television and T e l e c o m ~ i c a t i o n s  
' v  

commission received an  expanded mandate by i n h e r i t i n g  
m 



j u r i s d i c t i o n  over  t he  r egu la t i on  of t h e  
- - 

- - - 

1 s e c t o r ,  previously  t h e  preserve  of  t h e  Canadian Transpor tx  
- - - - -- -- - - - 

125 P r i o r  
\ 

Commission, by v i r t u e  of ~i'll C-5 (1976). 
'\ 

e t o  t h e  app l i ca t ion  f o r  approval  of t h e  Telesat-TCTS 

agreement, t h e  only  o t h e r  regu la tory  proceedings t h e -  
I 

CRTC had engaged i n  wi th  t he  telecommunications~industry 

was t h e  rate hear ings  f o r  B e l l  Canada (concluded i n  

May 1977), and f o r  B.C. Te l  (concluded i n  Ap 1 1 9 7 7 ) ,  
--- - -  - -  -- -- t 

j u s t  a s  t h e  Telesat proceedings were g e t t i n g  &derway. 

I n  t h e  case  of sa te l l i t e  po l icy  where t h e r e  has  never 

been a d e f i n i t i v e  po l icy  statement s i n c e  Telesat was P 

.i 

incorporated,  t h e  regu la tory  age;cy has l i t t l e  d i r e c t i o n  

' f o r  broad regu la tory  purposes. Tebesat,  a s  a  corpora te  t 1  

body opera t ing  i n  t h e  telecommunications s e c t o r ,  moved 

indus t ry ,  a u t  had engaged i n  no regu la tory  business  
- 

- 
- * 

wi th  t h e  CRTC p r i o r  t o  t h e  app l i ca t ion  f o r  approval  
-m 

of t h e  agreement. (TCTS, a s  noted ear&er, does n o t  
U P 

c a m e  under any r egu la to ry  supervis ion. )  a While under 
-. 

t h e  CRTC t h e r e  h a d k e n  no real supervisory .s ta tu ' s  . - 

over Te l e sa t ,  T e l e s a t ' s  autonomy was in f luenced  by t h e  
1 

. 
la1  

s a t e l l i t e  s e r v i c e s  had been t r e a t e d  by DOC statementg 

of 1973-197512.5 as an=*d junct of the t e l e c o ~ ~ ~ l u n i c a t i o n s  
--. = 

indus t ry .  The l ack  of a  publ ic  d i s c lo su re  of  po l i cy  



i n i t i a t i v e s  i n  commercial s a t e l l i t e s ,  however, should' p4 

not  be assumed'as a  l ack  of i n t e r e s t  on t h e  p a r t  o f  

t h e  DOC. The DOC has been committed t o . t h e  a c c e l e r a t i o n  L 

'\ 
of s a t e l l i t e  t e c h n ~ l o g y ,  research  and develophent.  

\ 

' The DOC was a c t i v e l y  pursuing non-commercial satellite \ i 
\ 

p r o j e c t s  in t h e  experimental f i e l d ,  and had edrl ier  \ 
promoted the in t roduc t ion  of Ahik I and I1 as t h e  new 

- -- - -- -- 
e ~ a ~ ~ - f - i c o m m u n ~ c a ~ i ~ ~ r ~ i c e s  i n  t h e  north.  Fur ther  

. t o  t h e  DOC'S in f luence  on Telesat is t h e  n o t e  t h a t  a s  
< - P  

government nego t i a to r  i n  federa l -p rov inc ia l  r e l a  Ions - 

- - - - - 2, 
.on communication mat te r s ,  t h e  DOC had developed a 

: bse4hsitivity t.o concerns of  regional. c a r r i e r s  i n  
" - 

connection w&h t h e  role. ,of t h e  s a t e l l i t e  corporat ion.  
* fl . ' 

- 
- 

, , ~ e l e s a t ' s  only o the r - - cons t r a in t  on autonomy had been 

which rest;icted cjovernrn&nt f i n a n c i a l  - r e s p o n s i b i l i t i e s .  

The ~ e ~ a r t r n e n t  of Fiwce, k s  t h e  government l i a i s o n  
. . t 

with  Teleijat on s u c d a t t e r s ,  has a l s o  had l i m i t e d  

i n • ’  luenCe on T e l e s a t  and the re f  o r e  s a t e l l i t e  po l icy  

" by u i r t u e  of i ts  economic p o l i c i e s .  

ii-. A New ~ d i u d i c a t o r ;  
- -- 

The CRTC 
7 

The Canadian Radio and Telev is ion  Commission, as it 

was o r i g i n a l l y  known, w a s  c f ea t ed  by t h e  1968 
- - - - 

~ r d a d c a s t i n c j  A c t  which sought t o  proppse a broadcast ing 



, po l i cy  and regu la tory  framework f o r  ~ a n a d a .  - The - - - - - - - - 

- C R T C - t h p a r q c l u l a t O r Y  a g d y ,  whose "ob jec t s  

w i l l  q u i t e .  be t o  r e g u l a t e  and superv i se  a l l  a spec t s  - 

. of t h e  Canadian broadcast ing system with a view to- 

implementing t h e  po l icy"  as s t a t e d  i n  t h e  

Broadcast ing A c t  .- The agency was to '  be anltindependent ,% 

body "and thus  i n s u l a t e d  from the' p o l i t i c a l  prqcess  of 
- 

qovern%ents. Its incep t ion  arid design prompted --- --- --- 
---A -- -- --- 

C ~ u n i c a C i o n s  Law expe r t ,  Penny,- t o  remark t h a t :  

"whereby t h e  major problem' wi th  .departments 4 

I- l i k e  t he  ?DOC - t h e  l o w  v i s i b i l & t y  of i ts  
- - - . L- -- 

dee i s iohs  and t h e  d i f  f i c u l t Y ~ f f e n ~ i n g  \ 

. publ ic  s c r u t i n y  of  i t s  p o l i c i e s  - i s  
a l l k v i a t e d  by g iv ing  these  dec i s ions  t o  an 7 

lr' independent body t h a t  opera tes  - i n  thg pub l i c  
view." 128 % ' b 

The r e s p o n s i b i l i t i e s  of  t h e  agency h a w  changed i n  
v 

r e l a t i o n  to  t h e  chan2illg definition of t h e  " indus t ry"  - 
-- -- -- pppp - - - - - -- - ->- 

it regu la t e s .  Wheqe broadaast ing '  i s s u e s  o r i g i n a l l y  

w e r e  t h e  concern of  t h e  Board of Broadcast Governors - - 
- 

S - - 

(an exeqot iye  arm of t h e  CBC) a n d ' i t s  mandate whtch a 

took a m o r ~ : c u ~ t u r a l  iorm,, as the growth of p r i v a t e  

b&dcastingh=s in&eased. and changes the s t r u c t u r e  
. - 

L I' 
* v7 

of tke indus t ry ,  'the* c r e a t i o n  of t h e  CRTC, wi th  i ts  + 

L c .  

P 

i n d e p - d e n t  regu la tory  mandate r e f l e c t s  the changing *. 
r. - .  

- - - - - - p---p- -- -- - 

s t r u c t u r e  o f  i n t e r e s t s  i n  the  area of broadcast ing.  - ,  
6 . . - - . 1  I 

<(yo= instknce,  where CBC as t h e  publ ic  broadcast ing '- . - 
. . .s 

syst'em,, had been. t h e  s u b s t a n t i a l  b a s i c  s e r v i c e  and 4 

- 

* 1 

- 

9 i - - 
- all private- broddcasging ac ted  as- complement, the 



.c t .  
4 r 2  

P " I 0 

& - ,  * . z  - - 183 - i e - 8 L 
- - - - - . - , <  

- - 

>' 

_ r e a l i t y  o f  the-  s i t u a t i o n  js now much t h e  reverse .  G u  )*. = a 
* 

- - --A 

<- 

* This  i s  a l s o  ev iden t  with t h e  growth of  cab l e  systems, %3 .. -a 
C Y 

I C & t  ;' 
t h e r  requirement of regu la tory  supervis ion a2 b r o h & t i h g b  

s - I. . - - o 1  

4 
, , 

.receiving undertakings and t h e  impact of c a b l e  technology- . 
. I  u - -  x - '- + o  . 

, , -+n' -the ecbnbmic structure -of  t h e  br&adcast ing i l fdustry . 
. '  - *$ .. 

a 
-< w .  , - - with.-&& ;telicomp.piicatiops i ndus t ry  brgllght* over  t o  

' 

'C 

= - s < ".a (.* * '  - 
- - t h e  TRTC,.  , ,:the f3YiX%. j u r i s d i c t i o n  has g r o w  t o  inc lude  

, - - -  . . -. 
-- -- - -- -- >-- -7 - -- --.A 

. tKe whole t e c h n o ~ o s i c a l  structure o f  telecommunicatio& 
+ 

- I  - 8' 
. = 

'. * - - f a c i l i t i e s  and, w i t h  it, t h e  agency's func t ions  have' a 

' 
< *  , 

% been ol-iented'&ay from t h e  broad po l icy  i s s u e s ,  to , 
- - - ---- - - +-- --A- -- -- .- i. -- 

I 

- I : a more na;rowly conceived not=& of regu la tory .  au tho r i t y .  
,- - . - 

F A  
. * + 

From i ts  incept ibn,  t h e  CRTC had operated i n  a  po l icy  . 
K k - 

> 
I .  

or i en t ed  manner, holding hear ings  on i s s u e s  of. po l i cy  -I 

- - 
h b 

ques t ions  and de f in ing  po l icy  goals, - , and- o b j e ~ t i v e s  
i 

I 

telecommunicatiohf. r egu la t i on  > t h e  'bOC has  a l s o  moved 

s>--- - *  *. ~ 

% - 
. - , . communicatio~ ~ o l i c ~ ~  matters. T&e legskla ted,  changes . . - ., . P  . * 

, . * i n  - ~ i l l C - 5  - - and gbseCp-t E & l l s  24 and 43  have 
+, ' - .  
%,a l t e r ed  t h e  skryctke  Gf2 c o n t r o l  i n t e r n a l  t o  the . 

* J 

t -  2 

- - Department and -- Cabinet ,- 12' The-%ratisnale is th& 'policy ' * 
- --- -- 

A .  - .  5 

. .c . - P .  - .  
t o  be t h e  ~ p l e r p e n t 4 ~ ~  , - .  bf: . &he .. gofernmeiit~ po i icy  @ s i t i o n  

~' . . . . 
J . ~ 

-> 

, . . - - -  t- , ~ - .. 
- ~ ~ - * - - -  J- - - ~ + . -  - _) - - i ~ - ~ - - -  - - -. 
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V 

wi th  Cabinet  and t h e  Department p rov id ing  d i r e c t i o n .  

  he Proceedings 

The r e g u l a t o r y  proceedings  w e r e  framed by t h e  p recq2en t s  t 

of t e l e c o m n i c a t i o n s  p o l i c y  and procedures .  The 
'i 

Commission was conf ined  by the Railway A c t  t o  g r a n t  
4 B 

k' 

approva l  o r  d p y  t h e  a p p l i c a t i o n  o f  t h e  proposed 
-- A -- - - ---A - - A ~ - -  

agreement. 13' The c r i t e r i a  f o r  approqa l  w a s  deemed 
9 

t o  Be t h e  "pub l i c  i n t e r e s t " .  T ~ @ C R T C ,  i n  conven t iona l  
- - s t y = e , r e q u i r e d  a p u b l i c - h e a r i n g T i C p a X  o i  t h e  - 

/ 
r e g u l a t o r y  p rocess  t o  a t t e m p t  t o  d e r i v e  a meaning f o r  

t h i s  vague c r i t e r i a .  

The CRTC announced t h e  p u b l i c  h e a r i n g  f o r  A p r i l - I 9 7 7  

and i n v i t e d  i n t e r v e n t i o n s  from any i n t e r e s t e d  p a r t i e s .  
- - - -- - pp -- - - - - - -- --- - ----- - - 

I 
i 

The ~ommlss ion  proceedings  w e r e  framed by t h e  formal  

s t y l e  of t h e  h e a r i n g  procesz  which w a s  r e m i n i s c e n t  
- 

of t h e  quasi-judicia1"administrative procedures  of  
- . 

t h e  CTC r a t h e r  t h a n  tfie i n f o r m a l i t y  common t o  many , 

CRTC community h e a r i n g s .  a p p l i k a n t s  and t h e  

opposing i n t e r v e n o r s  tes t imony and 
* 

b o t h  sides w e r e  r e p r e s e n t e d  by counse l  f o r  Cross- - 
- -- - - ----- ,_-A 

examination purposes.  I n  t h e  adversa ry  s t y l e ,  t h e  

applicants presen ted  h i e i r  case, A p r i l  25-27,  1977. 

thgn from May-June, w i t n e s s e s  f o r  both t h e  a p p l i c a n t s  

and t h e  i n t e r v e n o r s  w e r e  cross-examined. The h e a r i n g  



concluded with t h e  f i n a l  submissions of t he  w r i t t e n  

arguments fZom t h e  app l i can t s  and p a r t i c i p a t i n g  

in t e rvenor s .  
1 

t h e  ca%e f o r  t h e  ~ e l e s a t - T C T S  agreement. B e l l  Canada 
- - - - - > -- - A 

and B.C. T e l ,  t h e  l a r g e s t  telephone companies i n  TCTS, 
4 

'J 

played a major r o l e  i n  t h e  hear ings  on behalf  of t h e  

publ ic ly-owed corpora t ions ,  aLso supported t h e  .. I 

I \ i j i 

agreement, wi th  Saskatchewan Telephone appearing and I 

Manitoba Telephone and ~ l b e r t a  Government Telephone 

f i l i n g  w r i t t e n  i n t e rven t ions .  Prov inc ia l  r e p r e s e n t a t i v e s  
s. 1 

f o r  t h e  A t l a n t i c  provinces ,  whose telephone systems 
- - - - - - - - -- - - - - - - ----- - -- - - - -- - - - - 

a r e  s u b s i d i a r i e s  o f  the B e l l  system, appeared i n  suppor t  ' . 
o f  the. 

3 
- 

The major in te rvenors ,  appearing i n  oppos i t ion  t o  O 
a 

rP 

t h e  proposed agreement, f a l l  i n t o  t h r e e  b a s i c  i n t e r e s t  
I 

groups: p r i v a t e  corpora t ions ,  government, and publ ic  

4 

i n t e r e s t  groups. 

. 
p r i v c r t e ~ / C r ,  CCTA crud 

Arc t i c  Gas. CN/CP was a t  t he  f o r e f r o n t  of t h e  

proceedings s ince  it considered i t s e l f  a competi tor  t o  * 
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TCTS and p o t e n t i a l l y ,  i'f n o t  a l ready, -a  c o m p e t i t o r  -:-' - -- -- - 

-- - of T e l e s a t .  The agreement seemed t o  CN/CP t o  

-dangerous an t i - compe t i t ive  move which, by e x c l u d i n g  
* 

CN/CP,would p rov ide  TETS w i t h  i n c r e a s e d  s t r e n g t h  and 
/' 

e x t e n s i o n  o f  i t s  monopoly p o s i t i o n .  CN/CP would have 

p r e f e r r e d  a n  arrangement which inc luded  i t s e l f  as 

p a r t  o f  t h e  monopoly s t r u c t u r e  f o r  te lecommunicat ions 

i n  Canada, as was t h e i r  sugges t ion  f o r  a j o i n t  v e n t u r e  ---- 'o------ --A A . A - - -A - - 

d u r i n g  t h e  Telesat-TCTS n e q o t i a t i o n s .  

/oppbsed t h e  agreement t o  prot&t i ts  p o s i t i o n  which 

sought  t o  d i s t r i b u t e  t e l e v i s i o n  s i g n a l s  from sa te l l i t e  

jeopardized by t h e  proposed agreement. 

t o  c a b l e  systems by by-passing t h e  c a r r i e r s .  They f e l t  

t h a t '  the agreement would make such arrangements  w i t h  . 
---- - T e l e s a t  -- - - d i f f i c u l t ,  - -- i f  n o t  - ---- i m ~ s s i b l e .  - -- @--- w a s  d i s c u s s e d  - 

e a r l i e r  i n  r e l a t i o n  t o  t h e  t h r e a t  o f  new t e c h n o l o g i e s  1 

t o  t r a d i t i o n a l  market s t r u c t u r e s ,  c a b l e  systems have 
I 

! 
changed t h e  n a t u r e  o f  t h e  b r o a d c a s t i n g  i n d u s t r y .  ' 

Cable technology,  i f  o p e r a t e d  i n  con junc t ion  w i t h  

sa te l l i tes ,  would a l t e r  t h e  telecommunications i n d u s t r y  

wi th  s u f f i c i e n t  impact t o  a l t e r  t h e  power s t r u c t u r e  3 
8 

of t r a d i t i o n a l  carrier f i rms .  
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

A r c t i c  Gas, which was a n t i o ' p a t i n g  t h e  c o n s t r u c t i o n  of  t, 9 

t h e  MacKenzie Val ley  P i p e l i n e ,  wanted assu5ance t h a t  it 9 fi 

p r i o r  arrangements  w i t h  T e l e s a t  (1974) woula n o t  be L./ 
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d 

Government r ep re sen ta t i ves ,  who appeared- i n -  t h e  - - - 

t h e  provinces which do n o t  con t ro l  t h e i r  telephone 

, systems, Ontario,  B.C. and Quebec. ~ e d e r a l  government 

i n t e rvenor s  were conspicuous by t h e i r  absence, 

p a r t i c u l a r l y  t h e  DOC-and t h e  DOF. Although Cabinet 

had approved i n  p r i n c i p l e  t h e  proposed agreement 

without  "pre jud ice  t o  t h e  authorit&o_f %he CRTC'I , - - - - % - -- - 

t h e r e  was a gene ra l  understanding among t h e  p a r t i c i p a n t s  

t h a t  t h e  government's mood w a s  prone t o  t h e  app l i can t s .  

rumours. The opinion of t h e  DOF would have provided - 

p a r t i c u l a r  c l a r i t y  t o  c e r t a i n  con t rove r s i a l  i s s u e s ,  

s i n c e  t h e r e  was c o n f l i c t i n g  testimony as t o  t h e  DOF's 

pos i t i on  on poss ib l e  commitment of c a p i t a l  necessary 1 

t o  T e l e s a t '  s procurement p lans  .- T h e  one f e d e r a l  

' department represented a t  t h e  hear ings  was the 'mt i -combines  

branch of t h e  Department of Consumer and Corporate A f f a i r s  

(D&A). Their  ca se  was adamantly opposed t o  t h e  

proposed a s s o c i a t i o n  f o r  i t s  ant i -compet i t ive  aspec t s .  

k 

The Consumer Associa t ion o;f Canada (CAC) appeared i n  

oppos i t ion  t o  t h e  agreement on the  grounds t h a t  it 
- - - - - - -- -- - pp---- - 

would i n h i b i t  innovation and e f f ic iency?  i n  t h e  system 

and the re fo re  be de t r imenta l  t o  telephone subsc r ibe r s  

i n  p a r t i c u l a r ,  and any p o t e n t i a l . u s e r s  i n  general .  

- - -  - 
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- - -  - - -  - - -  - - - - 

The I n u i t  T a p i r i s a t  w e r e  a l s o  represen ted  i n  t h e  - 
- 

proceeding'%arguing t h a t  t h e  agreement would be of 

no va lue  tq- .&orthern peoples  and would l i k e l y  r e t a r d  

t h e  a l r eady  s$aw and d e f i c i e n t  implementation of 

s e r v i c e s  i n -  t h e  no r th .  % 

It is  important  t o  no t e  t h a t  t h i s  is  t h e  • ’&s t  t i m e  t h a t  
- - - A - - -- -- -- - - -- - -- - 

t h e  "pub l ic" ,  i n  t h i s  sense  def ined a s  consumer i n t e j e s t s .  
-d 

and a f f e c t e d  u s e r s ,  was represen ted  i n  t h e  p rocess  of 

decisions_whicLco_ns~i~t~es sate Uit= =ol i  _ y _ i a  t h ~ m a k i n g  -- 
The p r i o r  d e c i s i o n s  which had e f f e c t i v e  (? y determined t h e  

I 

course  of even t s  t o  t h i s  t i m e  o f f e r e d  l i t t l e ,  i f  any, e n t r y  

f o r  a "publ ic"  voice.  The no t ion  of a p u b l i c  i n t e r e s t  had 

- ;$ 
A 

b. The Issue:  Debate of t h e  Proposed Agreement 
, :&A Summary o f  t h e  Arguments Presented. 

A 

arguments p resen ted  dur ing  t h e  hea r ings  f e l l  i n t o  
m 

s e v e r a l  major themes f o r  both  s i d e s  of t h e  i s s u e .  

S ince  t h e  evidence p resen ted  and p o i n t s  r a i s e d  w e r e  

common t o  many of t h e  p a r t i c i p a n t s ,  t h e  fo l lowing d i g e s t  

of m a t e r i a l  has  be-ramed t o  r ep re sen t  t h e  c a s e  f o r  
- - - - - - - - -- - - - -- - --- - 

and a g a i n s t ,  r a t h e r  than by i n d i v i d u a l  submissions.  132 

The thematic  framework f o r  the arguments developed 

around s i x  main i s s u e s .  These inc lude:  t h e  development 



of s a t e l l i t e  technology; f i n a n c i a l  s t a b i l i t y  and 

v i a b i l i t y  o f  T e l  ;< e~onomic  cons idera t ions ;  

i n t e g r a t e d  plann competi-tive implzcat ions ; and 4 

r egu la to ry  complicat ions.  The app l i can t s  s t r e s s e d  

the  benefPts  o f  t h e  agreement i n  accordance with t h e  

f i r s t  four  ca t ego r i e s ,  w h w e n y i n g  t h a t  theaagreement 
t 

would be de t r imenta l  f o r  competi t ive o r egu la to ry  
- - - --- -- - - - - - -- - - - . f  P - 

aspec t s .  The opposing in te rvenors  ar ued from a  .c 
d i f f e r e n t  set of  p r i o r i t i e s ,  which began with ques t ion ing  

arguments proceeded t o  remark upon t h e  de t r imenta l  
4 

e f f e c t s  of t h e  agreement a s  they w e r e  i n t e r p r e t e d  t o  

a f f e c t  t h e  p a r t i c u l a r  i n t e r e s t s  involved. 

1. One of the main arguments on behalf of t h e  app l i can t s  

was t h e  need f o r  t h e  t imely  con t inua t ion  of  t h e  

development of  s a t e l l i t e  technology i n  accordance 

with kelesat's view of i t s  mandate f r d t h e  T e l e s a t  

Canada A c t  t o  optimize development and maintain 

Canadian leadersh ip .  13* The expansion of t h e  

sa te l l i t e  system i n t o  t h e  u t i l i z a t i o n  of 14 /12  GHZ 

t ecmm~-f im*par t lcu la r  advantages and 
I 

t 

i t s  provis ion of 

as beceming cost 

, 
s a t e l l i t e  f a c i l i t i e s  and s e r v i c e s  

competi t ive and the re fo re  m o r e  
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135 
- - - - - - - - - - - -  - 

a t t r a c t i v e  t o  users. 
- - - - -  

c 

The c o s t  b e n e f i t s  of  applying t h e  new technology 

and t h e  r e t e n t i o n  of  parking s p o t s  w a s  considered * 

t o  be depenfent upon t h e  rate of innovation.  
136 

The cont inuing development of s a t e l l i t e  technology 

w a s  deemed e s s e n t i a l  t o  and c o n s i s t e n t  wi th  t h e  
-- - A - - -- 

p o l i c i e s  and ob jec t ives  of T e l e s a t ' s  view of---'"- 
--- 

t h e i r  l e g i s l a t e d  mandate. Therefore, i n  o rde r  

t o  fulfil t h e e  obligations - - - -- , t h e  - - t imely  - i n t roduc t ion  - ,- L 

of technological  innovaeions was considered an 
L 

i m p e ~ a t i v e .  Te l e sa t  s t a t e d  t h a t  f o r  t h i s  t o  

proceed was d i r e c t l y  dependent upon t h e  approval  

technology, f o r  i n s t ance  t h e  14 /12  GHZ equipment, 

most in te rvenors  w e r e  impressed with i t s  c a p a b i l i t i e s  
- I 

and p o t e n t i a l  f o r  c o s t  b e n e f i t s  and- would l i k e  

t o  e v e *  seen it proceed wi th  o r  without  t h e  

agreement. There w a s  some concern though, wi th  ' 
+ 

<- 

how and when t o  in t roduce f u r t h e r  axpansion i n  t h e  
. B 

-- --- - systerrcdUe-%the n e c e s ~ a r y ~ f  b a n c i a l  expendi tures  

- - - - - - - a n d  pr 138 esent1.y low demand far usage. , 

The in te rvenors '  fundamental concern wi th  t h e  

agreement and i ts  e f f e c t s  on t h e  development of 



,.- satellite technology 
-- --- - ppp-p 

was its.impl,ications for 0 

decision-making power over new technologies, 

- - ' 1 3 9 ;--- ,the~ installation, wsage, and speed of innovation. 

The fact that this control would rest with the 
f 
C 

telephone companies which are the technological* 

competitors of satellites, brought about apprehensions 
-- - - 

A 

over possible conflicts of interest which may arise 

in the form of higher rates, less flexibility and% - 

r espaiivenes s- rn vrser-rerqu2remenr;s- arr&iriZimiting - 

entry to-potential new markets. The submission 7i. 

of Parker, Hudson and McPhail (for CAC) voiced concern 

regarding the agreement's possible effects on 

constraining growth af information-based services 

and influencing the rate of innovation of Pay-TV, 
- - -- - -- pp -- - 

140 Professor , electronic mail, teleconfrencing, etc. 

Irwin's testimony (for DCCA) declared that it would 

curtail the incentive to exploit satellite 

technology. 14' CN/CP stressed that development 

would be dependent upon the interests of TCTS. 

Factors which would inhibit full development were: 

- that it would be cheaper to expand microwave 

terrestrial systems are-part of the rate base 

and give rise to a share in revenue settlements. 142 



Other intervenors affirmed this likelihood that the 

effectiveness of the new tec~nologies may be 

minimized, and that the agreement would restrict 

research'and development to the desired ends of 

the telecommunications companies. 143 

It was not accepted by the intervenors that possible 

jeopardization of orbital slots was a critical issue 

14 4 I 

in consideration of the agreement. 

ii. Financial .Considerations. 

1. 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 

traffic mark&. 145 Lack of growth, and presently 1 

a likelihood of improvement of their financial 

position in the near future. Rather, the opposite . . 

situation was expected. The negotiations for 
Y 

contract renewals for 1978-1979 were hampered by 

resistance to proposed rate increases, and would 

likely result in further decreases in utilization. 146- 
* 

These gactors had contributed to alrate of return 

deemed unsatisfactory in compar&son' with the 
& 

industrial average. The inadequate rate of return 

had increased the cost of debt and restricted 



- - - - - ---  - - - 

T d e s a t ' s  a b i l i t y  t o  r a i s e  t h e  c a p i t a l  necessary  

f o r  t h e  expansion of t h e  'system from i n s t i t u t i o n a l  -,. 

sources .  147 ~ t s  i n t e r p r e t a t i o n  of i t s  l e g i s l a t i v e  
I 

d a t e  w a s  t h a t  they  w e r e  t o  opera te  on a 
C 

commercial b a s i s  without  su@sid iza t ion  from t h e  

f e d e r a l  government. Te l e sa t  s t a t e d  t h a t  it has  never 

had govern d e n t  subs id i e s ,  although it d i d  have 
=. 

- ----A --- - p-L--L- -- - ALL A - -----a - 
access  t o  low- in te res t  government loans.  It was 

T e l e s a t ' s  p o s i t i o n  t h a t  it d i d  no t  have access  t o  

Given t h e s e  c o n s t r a i n t s ,  t h e  agreement en t e red  i n t o  c 

wquld '$rovi.de Te le sa t  wi th  a s t a b l e  l e v e l  of revenues 

and a guaranteed r a t e  of re tu rn .  The guaranteed 

rate of r e t u r n  would permit  Telesat t o  ope ra t e  I 

-- - - - - - - 

commercially without  seeking governmental f i n a n c i a l  
L * 

asmsis tance .  15* These agsurances , coupled w i t h '  TCTS ' s 

commitment t o  t h e  expansion of the system, would 

provide a c c e s s i b i l i t y  t o  f inancing and reduce t h e  

c o s t  of  c a p i t a l .  The f i n a n c i a l  se t t l ement  formula 
9 

would provide a rate of r e t u r n  on equ i ty  i nc reas ing  

from 6% i n  1977 t o  9% i n  1980. Af t e r  1980, Te l e sa t  

. TCTS. lS1 This'  improvement i n  f inances  would a l low 

Te le sa t  t o  nego t i a t e  t a t e  adjustments for  s e r v i e e s  

' I ,  - 
a t  leass than t h e  antj.,cipat&d increases  assyning 
. - 

'I 152 t 

2=, - non-membership. 



* - - - 
- -  - - -  - 

2. The intervenors generally accepted thaf the rationale 
- 

.-+ 

for Telesat entering the proposed agreement with 
- A  

TCTS was to absolve TelesaL's financial difficultiej3 

,in order that it may proceed with the development 
- 

of satellite technology. It was agreed by the - 

intervenors that the agreement superseded b.2 these 

problems in their immediate form, and that it imposed 
---- -- - -- 

a l t e r ~ ~ w h i c ~ d s ~ r 1 o ~ ~ ~ ~ p Z P c : x t i m s  f OL . - 

the overall structure of the telecommunZcations 

However, several intervenors did express concern with 

Telesat's interpretation of its financial situation, 

and therefore, with the provisions of the agreement 

which are meant to improve it! financial status. 
' 

I 
- - - - - - -- - 

- While it w a s ~ e r a l l y ~ X g r e ~ t h a € ~ e ~ e s a t ~ s  rrevemres- 

were insufficient to meet its pranned requirements, 
- 1P 

' - the controversy, revolved around why they were 

: insufficient'", how they could be better obtained, and 

what the financial aspects of the proposed membership 

implied. 

- - - - - - - - Fir_stly,- r Telesat ' s assessment -- of its peri'lous 

viability as a commercial entity is questioned. 
- 

It is argued by CN/CP representatives that Telesat's ' 

performance has not been as deficient as the applicants - 

have iqdicated. In response, they noted that Telesat 
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,L A 

h h s  r ~ p a i d -  ifs -gove~nn-gnt -lo&, has n a  outstanding-.  ' - - 

- &. - - 

+ *  - 4 
\ h-Fi~y,  

*- 2ofl- 
. . AY 6 . &  

P 

- . v i r t u e  o f -  i ts monopoly on t h e  provis ion o f  s a t e l l i t e  . , . . 
, " h L , L  - 1 b . 1  v * ,  

se rv i ces  i n  Canada, k t+  prospects  f r t K e  f u t u r e  . ,= 

were e n c ~ u r a g i n g .  , This optimism was  r e i t e r a t e d  
e- - 

, ;P 
by o t h e r  i n t e rvenor s  who considered t h a t - ~ e l e s a t  

Y 

,had provided an "ul t ra-c6nservat ive"  estimate of - 

- 
' U  

For example, t he  Consumer ~ s s o c i a t i o n  of Canada, 

c i t i n g  t h e  evidence of Parker ,  Hudson and McPhail, 
@ .+ 

regarded t h e  expected growth of new s e r v i c e s  s u i t e d ,  

rr t o  sa te l l i t e  d i s t r i b u t i o n  a s  reason Eor optimism 

regarding t h e  potent ' ia l  gk'owth market. 154 
I d 

- - -- 
- S e c e a L y  , - w i - t h - - t o t k e - W m f i r ~ t k e r - - -  &---- ' 

i 

c a p i t a l  f inancing,  p a r t i c u l a r  in te rvenors  r e j e c t e d  
k - 

, t h e  not ion t h a t  goyernment finan"cing would be - . 
unava i lab le  t o  Te l e sa t .  155 

O v e r a l l f c t h e  i n t e rvenor s  w e r e  u n s a t i s f i e d  t h a t  
4- 

Telesat had adequately explored a l l  pos s ib l e  

a l t e r n a t i v e s  t o  meet i ts  f i n a n c i a l  requirements.  
- - - -- - 

pp-p 

A number of a l t e r n a t i v e s  w e r e  suggested. 156 

The most emphasized.proposa1 for .  a t t end ing  t o  Telesat's I 

- 
- , - 

f i n a n c i a l  c o n s t r a i n t s  was t h e  c a l l  f o r  a change 
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. r, 

* ---- - was d-d- * - - 
major obstac z * - 
correspendh& lack o f  -revenues. Telesat  ' s 

* e 3 
w i t h  - respect  t o  'chahnel - l e a s i n g  and e s r t h *  station 

[ 

* .- - .  . - 
o&rship &&&&idere$ t o  be khe br im:  f a c t o r s  + L 41m- , * _  . I  -. . ., &q -157 . i 

i n  l imi t ing  t h  market f o r  ' s a t e l l i f e  &f&&ks. . . "  
1 '  

4 .  , - . 
' 1 ._ . - -* -;-c . . r -  

* - 
@ \  , - . -  

Ir 
# 

- 
U- -- * - I f ~ - c . ~ ' . ' - + ~ i ~ f  > - 

-. -- I * -7 ' .  
r e s t r i c t i n g  cons&s of s a t e l l i t e  servicef  t o  .the 

" 
l e a s i n  of whole R F  ban& channels, and i n  re l inquish ing  , 

- --&; #?!:- - - - - - -- pp - - -- - - -- - - - - 

- - 
Tslesa t  from i ts  r o l e  of a c a r r i e r ' s  c a r r i e r ,  and 

- .= 
% 

i n  al'lowing f o r  users  t o  own e a r t h  s t a t iong ,  t h e  

r e s u l t s  would. inv igora te  Telesat  's performance a s  

an independent e i i t i t y  . It w a s  argued t h a t  - t h e  
' I  ' ' capital .  &leased from e a r t h  s t a t i o n  inves&n.t. wovld .-- 

w 

1 - A l e s s  r e s t r i c t i v e  cfiannel leas ing  pblicy woul&-mgke * 

* . 7 A' LA . . - 3,- 

s a t e l l i t e -  se rv ices  e a s i e r  gu market-  with r e s u l t a n t  - - - - - 

increases  i n  u t i i i z a t i o n  and therefore  a more adequase 

158 flow of revenues. 

Thirdly, i n  t h e  financia3. consideration o f  the 
- .  

in tervenors  was t h e  e f f e c t  of t h e  provisions of t h e  
-- - -$ 

agreement with respec t  t o  the guaranteed r a t e  of  .- 

r e tu rn  and t h e  revenue set t lement  formula. It was L - 

argued by M e  intervenors  that a guarantGeed rafe of . . ,  
- + - - -  - - 

s * - 



d i s i n c e n t i v e  t o -  competition by 

u t i l i z a t i o n .  '"* It was a l s o  contended t o  b e  a f a c t o r  - 

t h a t  would i n h i b i t  t h e  r a t e  of innovation and 

thereBy rekard ope ra t iona l  e f f i c i ency .  , 

Fur ther ,  it w a s  argued.-that a  guaranteed r a t e  of  
P 

g r e a t e r  problems i n  t h e  long run i n  regard  t o  
I 

competi t ion and r egu la to ry  con t ro l .  I t  vias pointed 
- - - -- - - -- - -- pp 

- - - - - - - - - - - - -- - 

o u t  t h a t  t h e  expected r a t e  of r e t u r n  i n  t h e  f u t u r e ,  

without  membersh=p, woum be " s u b s t a n t i a l "  . It 

was a l s o  suggested t h a t  those  respons ib le  f o r  

' gua ran tee ing  a  ra te  of r e t u r n  a r e  a l s o  t h e  prime 

160 b e n e f i c i a r i e s ,  the shareholders .  

iii, Economic C ~ n s i d e r a t i o n s  -2 
\ 

I ' 
1- Tmprovements-in p r o f i t a Q i l i t y  and s t a b i l i t y  i n  

T e l e s a t ' s  f i n a n c i a l  s t r u c t u r e ,  the app l i can t s  
b 

suggested,  would enable  t h e  of p u l i c  -.. ., _ 

p a r t i c i p a t i o n  a s  shareholders  i n  t h e  corporat ion,  

a s t a t u t o r y  commitment - - const ra ined by Te le sa t '  s . 

161 
 performance^ thus  f a r .  & ,  

e 

The economic arguments pu t  f o r t h  i n  support ,o.&the \ "+s 
3 

agreement s t a t e d  t h a t  membership w a s  t h e  only  
- . - 

a l t e r n a t i v e  that -would produce t h e  des i r ed  



e c o n ~ m i e s  of scale. Such economies, it w a s  a r g u e d , -  - 

B - I r e t t ~ U ~ ~ + b - s u p p l i o r s  2nd c e y r s  o f  
9 

communications s e r v i c e s  i n  Canada. More p a r t i c u l a r l y ,  

T e l e s t a t  stated t h a t  t h e  major i s s u e  f a c i n g  

sa te l l i te  o p e r a t o r s  w a s  t h a t  o f  e n s u r i n g  h igh  

u t i l i z a t i o n  t o  b r i n g  u n i t  c o s t s  down. 16* T h i s  . . .  

was s a i d  t o  be achieved w i t h  t h e  agreement through 

-- - - g r e a t e r - - ~ ~ &  -sharing,- j aint -planning A-and__technicaL -__---_____ 

i n t e g r a t i o n  w i t h  t h e  t e l ephone  companies. 163 F u r t h e r ,  
4 

it was expected  t h a t  t h e  market ing r e s o u r c e  and 
- - -  - - , - -  -. - - - & 

- - - - - - 
e x p e r t i s e  of  TCTS would add f u r t h e r  u t i l i z a t i o n .  1%4 -- - - 

I n  t h e  a p p l i c a n t s '  op in ion , '  c o n s i d e r i n g  t h e  need 

p b f o r  a long term f i n a n c i a l  commitment f o r  t h e  

expansion of  t h e  system, a s t r o n g  market ing  f o r c e  

t o  r each  p o t e n t i a l  u s e r s ,  and t h e  advantages o f  

- i n t e g r a t i o n -  an&-economiennf scale, memhexship -Gas -- I --- 1- 

t h e  only  v i a b l e  a l t e r n a t i v e .  16 5 

- 

< ,  

The a p p l i c a n t s  argued t h a t  t h e  terms of t h e  agreement 

would r e s u l t  i n  a  b e n e f i c i a l  e f f e c t  on u s e r s  o f  

telecommunications s e r v i c e s  i n  Canada. The - 
agreement guaran tees  t h a t  s a t e l l i t e  s e r v i c e s  would 

b e  cont inued.  A c o s t - e f f e c t i v e  and t e c h n i c a l l y  

advanced s a t e l & F t e  system, as env i s ioqed  v i a  membership, 

w a s  s a i d  by Saskatchewan Telephone, t o  reduce  c o s t s  
I 

t o  a l l  c a r r i e r s  i n  p rov id ing  and exteriding s e r v i c e s .  
- 

T h i s  w a s  of  s p e c i a l  importance t o  u s e r s  i n  n o r t h e r n  

and remote areas. 166 



- W k t k  respect to-mrtkrn Servf-ted t h a t  

a l though  it does  n o t  i n t e n d  t o  i n t r o d u c e  14/12 GHZ 

band s e r v i c e s  w i t h i n  t h e  t i m e  frame under c o n s i d e r a t i o n  

( t o  1987) ,  it w i l l  c o n t i n u e  t o  provide  q u a l i t y  . 
s e r v i c e s  t o  t h e  North,  u s i n g  t h e  6/4 GHZ technology.  

It i s  a l s o  no ted  t h a t  t h e  a b i l i t y  of T e l e s a t  t o  p rov ide  

new -s ~ v - i - c e s ~ t - o - ~ ~ ~ - n o r + h  weu-U- no& be- af-f ected-  by- 

t h e  Telesat-TCTS agreement,  a s  t h e  d e c i s i o n  f o r  new 

s e r v i c e s  l i e s  wi th  b r o a d c a s t e r s  and l o c a l  common 
---- --- - 

c a r r i e r s .  167 B e l l  s t a t e d  t h a t  an advantage o f  i n t e g r a t i o n  

was t h a t  i t  would enable-Elell tp proyide  b e t t e r  s e r v i c e  

168; 
t o  t h e  n o r t h  a t  lower cos-t. 

- % 

~ x ~ a n s i o n  of t e l e v i s i o n  d i s t r i b u t i o n  would be  p o s s i b l e  

- - 
s e r v i c e  e x t e n s i o n  by s a t e l l i t e .  The r e p r e s e n t a t i o n  - 

B 

t o  t h e   omm mission by t h e  A t l a n t i c  p rov inces  s t r e s s e d  

t h e  importance o f  sa te l l i te  technology i n  t h e  d i s t r i b u t i o n  

t o  TV s i g n a l s ,  c a b l e  and Pay TV,  throughout  t h e  remote 

r e g i o n s  o f  Canada. I n  agreement wi th  t h i s  p o s i t i o n ,  

B.C. T e l  s t a t e d  t h e  advantages,  of t h e  low inc rementa l  

c o s t  of  expanding s e r v i c e  t o  a d d i t i o n a l  communities. 169 

The a p p l i c a n t s  s t r e s s e d  t h a t  u s e r s  of te lephdne 

s e r v i c e s  provided by TCTS would n o t  exper i ence  

i n c r e a s e s  i n  te lephone  t o l l  charges  o r  c o s t s  a s  a - C 



- 200 - 
- - - - 

- - 

r e s u l t  of t h e  agreement. I t  was s t a t e d  t h a t  s t u d i e s  

had i n d i c a t e d  t h a t  on ly  a  s l i g h t  r i s k  o f  any f i n a n c i a l  

burden on pu he average  telecommunications customer 
- 

would occur  as a r e s u l t  o f  t h e  guaranteed r a t e  of 

r e t u r n  undertaken by t h e  TCTS. A n e g a t i v e  e f f e c t  on 

~ u b s c r ~ b e r s  o f  B e l l  and B.C. T e l  w a s  f o r e s e e n ,  on ly  
-- - - - -  - -- - - LL ., 

i n  t h e  u n l i k e l y  even t  t h a t  t h e  expected  u t i l i z a t i o n  

f a i l e d  t o  m a t e r i a l i z e .  170 

e' 
2. The agreement, r a t h e r  than  e n a b l i n g  e v e n t u a l  p u b l i c  

-r 

' p a r t i c i p a t i o n  'as argued by t h e  a p p l i c a n t s ,  was s a i d  

by t h e  i n t e r v e n o r s  t o  f o r e c l o s e  such a p o s s i b i l i $ y .  

Thiswas argued t o  be d i r e c t l y  c o n t r a r y  t o  government 

p o l i c y  which envis ioned a  t r i p a r t i t e  ownership.  The 
- - - - - -  - - -  - - - - - -  - - 

agreement, it was argued,  enhances t h e  tendency o f  

c o n t r o l  by t h e  c a r r i e r s ,  and w a s  c o n t r a r y  t o  

$he! p u b l i c  i n t e r e s t .  171 

The p o s i t i o n  of  t h e  i n t e r v e n o r s  was tha t  t h e  p o s s i b i l i t y  

e x i s t s  f o r  cbs t -averaging  t o  be a p p l i e d  between 

s a t e l l i t e  and terrestrial  f a c i l i t i e s  which may mask , 

t z n s i v e a & . c :  i n-t- i n t h w o l o g y  . According 

t o  evidence submit ted by P r o f e s s o r  I rwin  and CAC 

r e p r e s e n t a t i o n  by Parke r ,  Hudson and McPhail, t h e r e  

i s  a  tendency f o r  c a r r i e r s  t o  ' ignore lower c o s t  



investment i n  t e r r e s t r i a l  systems. Such circumstances t 

would no t  provide any assurance t h a t  t h e  b e n e f i t s  ! 
1 

of s a t e l l i t e  technology would be f u l l y  explored.  . - 
The c a p t i v e  consumers of monopoly se rv i ce s  may 

r e q u i r e  p ro t ec t ion  from p r a c t i c e s  of c ross -subs id iza t ion  

17* It was assumed t h a t  of t h e - c o m p e t i t i ~ e r v i c e s ,  +-- - - 
it  may*be d i f f i c u l t  t o  e s t a b l i s h  t h a t  consumers w i l l  

r e ce ive  t h e  b e s t  pos s ib l e  s e r v i c e  a t  j u s t  and 
- - 173 reasonable r a t e s .  - - - - - 

The Inuit-Tapirisat v~ere opposed t o  t h e  agreement 

on t h e  grounds t h a t  itwould have l i t t l e . o r  no. i n f luence  

on t h e  e x i s t i n g  range of communications s e r v i c e s  

a v a i l a b l e  i n  the _north-, whi le  simultaneously 

cons t r a in ing  t h e  i n t roduc t ion  of  , opt ions  t h a t  may be 

made a v a i l a b l e  i n  t h e  south.  They see  t h e  agreement 

a s  r e in fo rc ing  t h e  p o l i c i e s  and p r a c t i c e s  of Telesat 

which have hindered t h e  extension of s e r v i c e  t o  t h e  

no r th .  These c o n s t r a i n t s  a r e  considered t o  be - 

t h e  marketing p r a c t i c e s  regarding l e a s i n g  r e s t r i c t i o n s  

and e a r t h  s t a t i o n  ownership. 

T h e i r  s tatement explained t h a t  tl3e s t r u c t u r e  of t h e  

s a t e l l i t e  system determines t h e  s e r v i c e  o f f e r e d  and 
F 



at rarhat-pricA.e,anCL that the existing structure has 

constrained the fulfilment of the potential benefits 

is presently inadequately'served by the technology 

and the 14/12 GHZ technology is not planned to be 
* 

introduced in the immediate future. Yet, it is the 

14/12~t_echn~ogy, - - with - - -- - its - - specialized L capabilities - - - - - - - - - 

which is best suited to the charactexistics of the 

north. For exAple, it would allow for less costly 

and mobile earth stat-ions or me=-Cb-home servirre, - - - 

which are particularly valuable characteristics to 

provide service to a scattered and mobile population. 

For the north to have access to new services such 

as' government pr-educational - - - TV, - - Pay - - TV, - telemedicine, 
-pppp- 

electronic mail or other video services, would 

require the supplier to lease channels on both the 

6/4 GHZ and 14/12 GHZ bap-ds. ~ h u s  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 qffect the availability of direct 
- - - - p- - - 

distance dialing or W A S .  Bell's inflexible c i r c n  
- pp 

procurement program will also remain the same. 



- - - - - - .  - 

-- ----- ---- - - - 

- 245-  -- - 

I t  was t h e r e f o r e  concluded by t h e  I n u i t - T a p i r i s a t ,  

t h a t  f o r  t h e  p o s i t i v e  p o t e n t i a l s  i n h e r e n t  i n  

r a sa te l l i te  system t o  be  r e a l i z e d  by n o r t h e r n e r s ,  

i U 

it is more l i k e l y  t o  occur  under an independent  

. - T e l e s a t .  

The submission r e p r e s e n t i n g  Arctic Gas, sought  

a s su rance  t h a t  t h e  'proposed agreement would no t  

- - - -- - 
a l e  t h e  1974 ~ e l e ~ 2 k - A f ~ t i c  Gas n e g o t i a t e d  

p roposa l  f o r  t h e  p r o v i s i o n  o f  communication s e r v i c e s  

f o r  t h e  Arctic Gas p i p e l i n e .  The i r  f i n a l  a r p m e n t  

s t i p u l a t e d  t h e i r  concerns  t h a t  they  should be a b l e  t o  

ma in ta in  a u t h o r i t y  o f  t h e  system development t o  

e f f & t i v e n e s s .  They "must r e t a i n  v i s i b i l i t y  and 

c o n t r o l  ove r  development o f  a d e d i c a t e d  p i p e l i n e  

communication system". 175 

i v .  I n t e g r a t e d  Network p l a n n i n g  

Evidence submit ted  t o  t h e  Commission by B e l l  Canada, 

B.C. T e l ,  and Telesat Canada, i n  suppor t  of  t h e  
--- - - -- - - - - - - p-ppp 

proposed agreement, s t r e s s e d  t h e  importance of  i t e g r a t e d  
- - 

p lann ing  of  f u t u r e  developments o f  s a t e l l i k e  systems 

$n Canada. The p a r t i e s  t o  t h e  agreement argued t h a t  r, 
a 



i-i;~rr W•’ - d l d l l l l e l l i i c  t w f  

and s e r v i c e s  w a s  e s s e n t i a l  f o r  t h e  development o f  a , - . - 

v i a b l e  and economical telecommunications network c a p a b l e  . 

of s e r v i n g  t h e  needs o f  t h e  Canadian p u b l i c .  'A d o s e  

working r e l a t i o n s h i p  between members of t h e  Trans Canada - 'b 

~ e l e ~ h o n e  System and T e l e s a t  Canada was regarded as - . *-, , - 
? .!,A ' , '  

neq,ggs*ar-yko - e n s u ~ m a & n k e n a ~ f ~ e  -&-high -qualit-+---- l -- 

d i v e r s i f i e d  s e r v i c e s  which m e e t  consumer demands a t  - * ;  

176 T e l e s a t  Canada s t a t e d  t h a t  "both ' r easonab le  c o s t s .  
-- -- - -- -7--- - - - - - - - -L-- L 

7- ---- 

T e l e s a t  and TCTS concluded t h a t  t h e  i n t e g r a t i o n D 5 0 f  0 

- 9 . + 

t h e  s a t e l l i t e  system w i t h  TCTS t e l e c o m u n i c a ~ i o n s  . ., nbtwork 

w a s  f e a s i b l e  and would l e a d  t o  a very  l a r g e  expansion '  
* $  ,, 1 7 7  o f  t h e  s a t e l l i t e  system, . *  - 

' , 

' . 

B 
The advhn tages  -inhere& i n  -tGs-new-M/L2-techno-l;qqr- - -- 

of Anik C would be maximized i n  a coord ina ted  terrestr ial  

s a t e l l i t e  network, Back-up c a p a b u i t y  and e x i s t i n g  

t e r r e s t r i a l  r o u t e s ,  and e l i m i n a t i o n  of t h e  need f o r  

c a p i t a l  expend i tu res  i n  expanding t h e  t e r r e s t r i a l  

- *  ,1-78 f a c i l i t i e s ,  a r e  f o r e s e e n  as added b e n e f i t s .  
+ r  * 

The a p p l i c a n t s  argued,  f u r t h e r ,  t h a t  j o i n t  p lanning  and 
- - - - -- - - - -- -- - - -- 

system i n t e g r a t i o n  would s e r v e  6s a  means t o  avoid  

c o s t l y  d u p l i c a t i o n  of c a p i t a l  r e sources  and f a c i l i t i e s .  179 
d 



T e l e s a t  has  s t a t e d  t h a t  it i s  on ly  through membership 

i n  t h e  TCTS t h a t  it can s h a r e  t h e  r i s k  o f  implementing 
i 

a l a r g e  satellite system witb members of t h e  TCTS 7 

j .  r .  

who w i l l  u t i l i z e  a c o n s i d e r a b l e  p o r t i o n  o f  Telesat 

/ 
c a p a c i t y  f o r  t h e i r  own requi rements .  ., - The mkmbership 

arrangement g i v e s  bo th  T e l e s a t  and TCTS a c c e s s  t o  
-----------"L -+j-L- -- - - - - -- . . 

i n fo rmat ion  such t h a t  pool ing  of  f o r e c a s t s  of  f u t u r e  

requi rements  c a  
- ~~ made. I n  t h i s  way an.optimum 

i a c i l i t i e s ,  could  be  achieved.The outcome of  t h i s  

r e l a t i o n s h i 3  was expected  t o  be a more e f f i c i e n t  

u t i l i z a t i o n  o f  r e s o u r c e s  such t h a t  a b e t t e r  match 

between t r a f f i c  growth p a t t e r n s  and f a c i l i t i e s  t o  s e r v e  

them, can be achieved.  181  
np - - - pn - - - 

2 .  Those opposed t o  t h e  agreement argued t h a t  t h e  r eason  

TCTS i n s i s t s  on membership t o  achieve  optimum p lann ing  

182 is  t h a t  it wants t o  manage and o p e r a t e  t h e  system. - 
Under t h e  terms of t h e  agreement,  T e l e s a t ' s  b u s i n e s s  

\ 

w i l l  be  managed by t h e  board of management o f  TCTS, 

, such t h a t  "no p o s i t i v e  a c t i o n  r e q u i r i n g ,  board of  

nanagemeTta~r%VZlTcan be u i e r t a k e n n  u n l e s s  a l l  t h e  

m a g r e e . . . i . n u s , e ~ s  w r l l  be  i n  a p o s i t i o n  
* 



- 206 - 
- - - 

! 5 

t o  i n f l u e n c e  the f u t u r e  d e s i g n  o f  technology and 
A - - - ppp 

- - 

s e r v i c e s  a v a i l a b l e ,  as w e l l  as t h e  c o s t  of s e r v i c e s .  
183 

Increased  c o n t r o l  ove r  t h e  d e s i g n  of  sa te l l i t e  

systems by t h e  carriers would p rec lude  development 

of  f u t u r e  technology and c a p a b i l i t y  I n  c l o s e  

c o n s u l t a t i o n  w i t h  customers.  

- _ A _ _ _ _ _ _ _ _  _-2 a 

B i 
- - - A - - - - 

A f u r t h e r  argument p resen ted  by t h e  a p p l i c a n t s  

r ega rd ing  

o f  scale, 

t h e  need f o r  i n t e g r a t i o n  f o r  economies 
( 

by M r .  I rwin ,  who s t a t e d  t h a t  economies of  scale 

a r e  resc inded by economies o f . i n n o v a t i o n ,  dynamism 

and t e c h n o l o g i c a l  change. Thus, i n t e g r a t i o n  would 

a c t  t o  d e f e r  and t o  c o n s t r a i n  t h e  e x p l o i t a t i o n  

of s a t e l l i t e  technology.  184 
- - -- 

3- - -- -- 

1 - 

I t  was a l s o  arg;ed t h a t  i f  TCTS'mernbersl r equ i rements  

f o r  s a t e l l i t e  c a p a b i l i t y  a r e  real ,  t h e n  Telesat, 

a s  t h e  only  s u p p l i e r  of channe l s ,  could  handle  t h i s  

demand through long t e r m  l e a s i n g ,  and tha t  a f u l l y  - v 

c o o p e r a t i v e  arrangement between TCTS and Telesat 

could p r e v a i l  i n  a t t e m p t s  t o  achieve  economies 



1- It was the applicants'- opinion that "the agreement 

muld have the effect.of stimulating and facilitating 

competition between the satellite telecommunications 

system and the terrestrial~telecommunications system". 
D 

Telesat denied that membership in the TCTS would 

create monopoly control by TCTS members 'over -- - - - 

I 
satellites and stated Telesat muld remain independent 

under the terms of the agreement. TCTS pr6Eedures 
- - _ - - 

require -conseisus approvalPo f all iZattFFTbTought- 

before the board of management. Therefore,, Telesat 

would retain an element of control by virtue of 

+ its veto power. It was argued that Telesat 

is not currently competitive with terrestrial 

urban access limitations, whereas' expansion of the 

satellite system under the terms of the agreement 

would make technology more competitive with 

terrestrial facilities. 187 Furthermore, this 

was not regarded a? detrimental to non-TCTS members 

as applicants stressed that TCTS and non-TCTS . 

members would be subject to a non-discriminatory 

-- I o n  

with Tele~at.~OO Bell Canada noted that the 

continuation of Telesat policy of selling whole 

RF channels as a wholesaler or carrier's carrier, 



uldplace non-TCTS members on an equal 

competitive basis with TCTS members. 
' a  

The anti-competitive aspects of the proposed 

agreement were' stressed by the intervenors. A 
- 

\ 

con-cern over the impact of the agreement was voiced 

with respect to both the nature of tfie general 
- a - - - - -- - -- - -- 

8 - 
structure of the telecommunications environment 

A " 

in which the applicants operate, and the specific 
- - - --- - - -- - 

restrictive clauses within the agreEiEnt-which - 

would have 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 general 

government policy r r /  especting competition. 189. 

The intervenors argued that approval of the agreement 

would initiate an irreversable change in the overall 

structure of the telecommunications industry in 

Canada. 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 services. 190 



CN/CP a l s o  noted t h e  b e n e f i c i a l  e f f e c t s  of 
- -- - - - - - _ 

P 

competi t ion on t h e  a b i l i t y  of  t h e  i ndus t ry  t o  . - 
exce l ,  innovate and c r e a t e  new markets and'  services. 191 ' 

The Government of Ontar io  s t a t e d  t h a t  the-agkeement - 

< . . "  
" i f  approved, would have a s i g n i f i c a n t  e f f e c t  on 

4 

t h e  i ndus t ry  s t r u c t u r e  and t h a t  t h i s  e f f e c t  would 

l i k e l y  e n t a i l  a l e s sen ing  of  comqeti t ion".  192 - 

-------------, 

* P 

Tke Consumer A f f a i r s  Associat ion noted t h a t  t h e  
- - -  -- - - - 

-> -- 

I s t r u c t u r e o T ~ e ~ ~ a t i ~ w h ~ c ~ s ~ r s a ~ o c J l l e r s  are I 

on t he  board of  d i r e c t o r s  const ra ined T e l e s a t  from 

being i n  a p o s i t i o n  t o  respond t o  n a t u r a l  market 

s i g  a l s  and demand t o  ensure  a dynamic indus t ry  6 , s t r u c t u r e  which is f u l l y  responsive t o  t h e  needs 

- - - - - - -- - - 

and i n t e r e s t s  of aLl  Canadians. I t  was concluded 
- - -- --- - -- 

t h a t  the TCTS-Telesat agreement would r e s u l t  i n  
,-- 

a monopoly s i t u a t i o n  i n  which ~ e l e s a t  'would become 
i 

a "ca r r i e r1 - s  c a r r i e r n  and i n  a competi t ive advantage 

f o r  TCTS members over o t h e r  c a r r i e r s .  193 

C o n f l i c t i n g  evidence was presented as t o  whether 2 

competi t ion e x i s t s  between Te le sa t ' and  TCTS. 
- - - - - -- - - - --- - - -- --- P A ,  

M r .  Thompson, represent ingT€TS,  s t a t e d  t h a t  
- .  

"Telesa t  was n e t  a competition of TCTS", while 
P 

M r .  Golden, represen t ing  Te lesa t ,  s t a t e d  t h a t  "TCTS 

and T e l e s a t  have been competi tors".  lg4 ~ a s e d  on 



- I 

t h e  f a c t  t h a t  Tezesat does compete w i t h - t f i s  carf kers - -: - - -- 

increasingly competitive i n  the  f u t u r e  as a r e s u l t  - 
& new technology, it was *&/cP's opinion t h a t  

"the el imination of compet,ition betwe& t h e  s a t e l l i t e  

system and t h e  t e r r e s t r i a l  system is a t  least one 
1 

o f - t h e  purposes of t h e  agreement before t h e  Commission. 11195 

*,. , { 
C ~ / C P  ' s pos i t ion  was t h a t  the  proposed -agreement 

- I 
I would give TCTS members a competitive advantage -- 

cont ro l  "the l o c a l  d i s t r i b u t i o n  network, develop&nc 

I and impleme&ation qf s a t e l l i t e  technology, and 

access t o  t h e  sys3t&" such t h a t  guarantees i n  t h e  'L 
agreement of equi tab le  treatment f o r  a l l  c a r r i e r s  _ . C 

> 

Further anti-comp&itive po in t s  w e r e  seen t o  include a 

t h e  clauses i n  tfie agreement p e r t a i n i n g p  marketing,: 
* - 

channel l eas ing  policy and e a r t h  s t a t i o n  ownershio, ,. . - 
f * .. 

- loca t ion  and design, P 
-i i 

The- agreement was considered by seve2al intervenors  
- 

. .- . 
from the pe~e~t i . a r re  of the regulatory problems which.  - 4 0 . . 
could a r i s e  a s  a r e s u l t  of i t s  implementation. The 

-- - -  - -  - 
nature  of t h e  regulatory problems envisaged a r e  



- 211 ' + 

d - - --  
+ - 

by CN/CP as  follows: '- S 

. 3- 
- - - - 

- ,  . rrom t h e '  - "I 

-. 7- 
.- 

Revenue Se t t l ement  Plan only se rve  t o  
magnify the problems i n  r egu la t i ng  a 
monopolist ic  system which competes i n  a  
r e l a t i v e l y  con•’ ined a r e a  d t e l ecommunica t ion .  
E f f ec t ive  r e g u l a t i o n  i s  e s s e n t i a l  both t o  the - 
maintenance of  j u s t  and reasonable r a t e s  fdr 
monopoly consumers and t o  maintain 
competi t ion a g a i n s t  non-compensatory and 
predatory  p r i c i n g  p r a c t i c e s . "  197 

C \ - 
- --  - - - - ---- --- -----.... ------- 

CN/CP noted t h a t  " i t  i s  much g a s i e r  t o  r e g u l a t e  when 

t h e  r egy la to ry  agency 

f orces-to- -- - - A 
A - 

cr 

work" . lg8 DCCA a l s o  argued a g a i n s t  - t h e  l o s s  of a 

y x d s t i c k  f o r  comparison of performance of regu la ted  

199 companies. 

Set t lement  Plan,  CN/CP submitted t h a t  t h e  Commission 

should perform t h e  t a s k  of  r egu la t i ng  T e l e s a t ' s  r a t e  of 
9 

r e t u r n ,  which it would be precluded from doing under t h e  

guarantee  c l a u s e  of t h e  agreement. 200 

Mention w a s  made by s e v e r a l  i n t e rvenor s  of t h e  problems 

l i k e l y  t o  arise with  r e s p e c t  t o  r a t e  regu la t ion .  I t  

u 

t h a t  seven ot i t s  m e m b e r s  a r e  po t  under federd4 - 

j u r i s d i c t i o n ,  d t hus  t h e r e  w i l l  be no f d d e r a l  review of  

t h e  rate making po l icy  of TCTS and no test as t o  



- 

a 

- 2 1 2  -2 - - - - 

whether rate averaging  i s  o c c u r r i n g . ,  $t w a s  submit ted  
- - - ---- -- --- 

t h a t  i f  t h e  c o s t s  of s a t e l z i t e  commhica t ions  f a c i l i t i e s  - 

a r e  amalgamated w h h  t h e  c o s t s  r e l a t e d  t o  t h e  t e r r e s t r i a l  - 
--" 

te lephone  commuf;ications f a c i l i t i e s  and microwave, , . 

7 -. ita would b e  d i f f i c u l t ,  i f  not imposs ib le ,  f o r  t h e  , 

Commission t o  d e t e r m i n e  whether t h e  te lephone  consumers 

a r e  s u b s i d i z i n g  s a t e l l i t e  u s e r s .  
- - - - - - 

201 Thus, an approva l  
w-- ---- - 

a - --- 

of t h e  agreement would, i n  e f f e c t ,  promote c r o s s -  

s u b s i d i z a t i o n .  The submission by t h e  D i r e c t o r  of  

- - - --- - I n v e s t i g a t i o n  and Research noted  a n o t h e r a r e a  i n  which 

r e g u l a t o r y  

d i f f i c u l t y  

investment  

problems a r e  l i k e l y  t o  a r i s e ,  t h a t  be ing  t h e  

i n  de termining  whether c a r r i e r s  are making 

K o F -  d e c i s i o n s  t h a t  i g n o r e  lowex c o s t  a l t e r n a t i v e s .  

To summarize, it w a s  t h e  i n t e r v e n o r s '  c o n t e n t i o n  t h a t  / 
- A - - - - - - - - - - -- - - - - - -- - - - 

t h e  f u n c t i o n  o f  t h e  Commission i n  e n s u r i n g  t h a t  T e l e s a t  

a s  a r e g u l a t e d  c o r p o r a t i o n ,  s e r v e s  t h e  p u b l i c  i n t e r e s t ;  

and t h a t  t h a t  f u n c t i o n  $ o d d  be c u r t a i l e d  i f  t h e  

proposed agreement w a s  approved. 

c. The ~ e c i s i o n -  

i. The Comm~ssion 's  Del iberat i 'ons.  

T h e o n l y m E c i a l  p o l i c y  g u i d e l i n e  which t h e  r e g u l a t o r y  

~omrnission w a s  expected  t o  i n t e r p r e t  and i lement was a 
contai-ned i n  t h e  s t i p u l a t i o n s  of  t h e  White Paper ,  which 



had, in turn, been constrained by the legislation of 

the Telesat -Cam& Act7 --a- fewpr-i:&ff&- 

to satellites in the cdmmunications policy proposals 

of 1973 and 1975. These were the only formal written 

public declarations of the government's position 

regarding the role of satellite communication in the 

telecommunications structure. Satellite communication 

pokkcy as evidenced -%-om tae references -in 

Paper of 1973 and the Gray Paper of 1975 h en treated 

as an adjunct to the mainstream of telecomrdunications 

issues rather than as an integral part of overall 

-policy considerations. 

The 1973 Green Paper, Proposals for a Communications 
r 

Policy for Canada, prepared when Telesat was barely 

operational, bares - the  f&+whg -reference f asatellitesr 

"Satellite communications involve a new mode of 
transmission which will increasingly have - 
profound soci3-cultural effects qnd. 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.. , , (satellite 
communications) will, in the relatively near 
future, introduce yet another obscurity , 

- --- - - 

into the once relatively clear distinction 
between -Eroa-&casting-d- th-pzin t-to-pekntt- -- 

forms of telecommunication." 203 
-- 



I t  w a s  w r i t t e n  a t  a t ime when t h e  DOC maintained an 
"a, 

A - 

o p t i m i s t i c  assessment  o f  t h e  market demands f o r  channe l s  
- - 

on t h e  sa te l l i te  system and t h e  impact it would b r i n g  

t o  bea r  on t h e  te lephone  companies. The Gray P a p e r ,  

o f  1975 was a r e v i s e d  paper  account ing  f o r  p r o v i n c i a l  

views,  b u t  o f f e r s  no f u r t h e r  s p e c i f i c  r e f e r e n c e s  t o  

s a t e l l i t e  expectat ioni  o f  performance. I n  i t s  conc lus ion ,  
- - - -A A- 

perhaps wi th  most concern d i r e c t e d  towards c a b l e  systems,  

t h e  Gray Paper s a i d :  

"The p r i n c i p a l  c o n c l u s i m  to be drawn from 
a l l  t h e  s t u d i e s  of  communications i n  Canada 
t h a t  have been undertaken i n  r e c e n t  y e a r s  
i s  t h a t  a l l  forms o f  telecommunications have 
both  n a t i o n a l  and l o c a l  a s p e c t s ,  and t h a t  
t h e s e  cannot  be s e p a r a t e d  on t h e  b a s i s , o f  
t h e  t e c h n o l o g i c a l  c h a r a c t e r  of  t h e  f a c i l i t i e s  
involved."  204 b 

A 

There was a l s o  no spec i - f ic  r e f e r e n c e - t o  sa te l l ike-  -- - 

P 
c~mmunica t ions  inc luded  i n  t h e  r e c e n t  l e g i s l a t i o n  o f  

t h e  Telecommunfcations A c t ,  B i l l  C-43  (now C-24)  , 
, - \. 

fo l lowing  from t h e  p o l i c y  p roposa l  working papers .  

The f a c t -  t h a t  t h e  DOC seemed r e l u c t a n t  t o  commit s p e c i f i c  

~ o l i c i e s  t o  paper  ( i f  they had any) may have been 

advantageous t o  t h e  Department, b u t  it made it d i f f i c u l t  
- --  - - - 

- -- -- 

t o  v e r i f y  t h e  e x i s t e n c e  of s p e c i f i c  p o l i c i e s  and t o  
-- - - - -- -- 

a s c e r t a i n  whether and what ranking  was g iven  t o  p o l i c y  

if 
o b j e c t i v e s .  The CRTC w a s  i n  a pos t i o n  o f  su rmis ing  

t h e  ~ e p a r t m e n t ' s  concerns .  On t h e  b a s i s  of  CRTC s t a f f  

working papers  and DOC a c t i o n s  and p u b l i c  s t a t e m e n t s ,  it 



- 215 - 
- 

seemed l o g i c a l  t o  assume t h e  fol lawing with r e spec t  

t o  t h e  D O C r s  pos i t i on :  r -- ----- - +- 

1. safeguarding t h e  f i n a n c i a l  pos i t i on  of t h e  

reg iona l  c a r r i e r s .  I t  was understood t h a t  t h e  

~ e p a r t h e n t  t r i e d  t o  maintain /the. l e v e l  of revenues 
a, 

of r eg iona l  c a r r i e r s  t h a t  were der ived from cross -  

t r a f f i c  usage. It seemed t h a t  t h e  Department 

f e l t  it fieceesSsary t o  pTotect these  i n t e r e s t s s - f romL-  

any adverse e f f e c t s  on t h e i r  revenues should t h e  

s a t e l l i t e  be used on a l a r g e  s c a l e  f o r  Canadian 

long d i s t a n c e  t r a f f i c .  The C B C ' s  use o f  Te l e sa t  

f a c i l i t i e s  had a l rpady reduced t h e  terrestr ial  

c a r r i e r ' s  revenues. This  could be one explanat ion 

f o r  why t h e  f e d e r a l  government had no t  con t rac ted  

/ 
with  T e l e s a t  f o r  a l l  of\ i t s  long haul  t r a f f i c  

-- - - -  - - -  - -- - - - -- - - -- - -- 

- requirements. - - 

2. Considering p r o v i n c i a l  i n t e r e s t s :  The cab le  i s s u e  

had r a i s e d  a number of j u r i s d i c  l o n a l  ques t ions  f" 
a f f e c t i n g  federa l -p rov inc ia l  reAations,  p a r t i c u l a r l y  

where t h e  c a r r i e r s  w e r e  p rov inc i a l l y  owned. The 
b 

DOC, be ing p o l i t i c a l l y  s e n s i t i v e ,  had t o  t ake  

P rov inc i a l  opposi t ion t o  increased competi t ion,  

whether from CN/CP o r  Te l e sa t ,  seemed t o  t a k e  

precedence over On ta r io ' s  concern f o r  increased 

competition. 



- 216 - 
3 .  In terconnect ion requirements.  So f a r  t h e  

terrestr ial   carrier^ b a t - c o o R c i n ~ &  

t h a t  the in terconnedt ion needs of t h e  s a t e l l i t e  

system with  t h e  land-based f a c i l i t i e s  had been 

provided. There was t h e  p o s s i b i l i t y  t h a t  i f  t h e  

sa te l l i t e  corppra t ion  en te red  i n t o  a p o s i t i o n  of 

d i r e c t  competi t ion,  t h a t  t h i s  cooperat ion would 

be withdrawn. It w a s  a~sqxped t h a t  t h e  Department 
- - - A  - - --- 

would avoid t h e  p o s s i b i l i t y  o f - c o n f r o n t a t i o n  . . 
r", 

t h a t  t h i s  s i t u a t i o n  would propose. 

4 .  Demand-capacity r e l a t i o n s .  The Department seemed' 

t o  be concerned with matching capac i ty  wi th  need 

a s  f a r  a s  pos s ib l e  t o  minimize any increased 

\ 
over-investflent. Though t h e  Department could 

I% 

through denying l i c & s i n g ,  and t h e r e f o r e  s h i f t  

usage from land t o  space systems, it does no t  s e e m  

--, t o  have ac ted  i n  t h i s  manner. This o b j e c t i v e  

seemed t o  have t a k a  a low p r i o r i t y .  
€ 

3- 
C 5. Te l e sa t  a s  retailer.  Te le sa t  has been l i m i t e d  t o  

4 

& wh61e channels*qeasing by t h e  p rov is ions  of t h e  
- - - - - - - - - -- "9, -- -- 

,G " P a r t i c i p a t i n g  carriers Agreement" between T e l e s a t  .- 

and t h e  common carriers v a l i d  f o r  t h e  f ive-year  

term of t h e  i n i t i a l  c o n t r a c t s  f o r  usage. I f  

Te l e sa t  exerc i sed  i ts  r i g h t  a t  t h e  end of t h e  



pre sen t  c o n t r a c t s  t o  l e a s i n g  of less than whole 

channels ,  it would e f f e c t i v e l y  become a  r e t a i l e r  
- -- - - 

a s  opposed t o  a c a r r i e r ' s  c a r r i e r .  Th i s  could 
L 

1 

p l a c e  t h e  Department i n  a  d i f f i c u l t  p o s i t i o n  

vis-a-vis  t h e  f i r s t  t h r e e  p o i n t s  of t h e  above. 

The Department gene ra l l y  discouraged p o s s i b i l i t i e s  

f o r  i n c r e a s i n g  compet i t ion  i n  t h ~ t e l e c o m m u n i c a t i o n s  
I 

business .  

Evaluat ion  

CRTC s t a f f  had researche-d t h e  T e l e s a t  c a se  w e l l  beyond - -  - 

t h e  conf ines  of address ing  t h e  a p p l i c a t i o n  i n  a  ''yes' 

"no" manner. A number of p o s s i b l e  s cena r io s  had 

been considered wi th  t h e i r  a t t endan t  imp l i ca t i ons .  

For  i n s t ance ,  they had at tempted t o  cons ider  va r ious  

r a m i f i c a t i o n s  i n  t h e  event  t h e  dec i s i on  went e i t h e r  way. 

The Commission was aware of c e r t a i n  b e n e f i t s  which 

would r e s u l t  from sanc t i on ing  t h e  agreement. These 

be ing  t h e  p o s s i b i l i t y  o f :  

1. a b e t t e r  i n t e g r a t i o n  of s a t e l l i t e  and t e r r e s t r i a l  

networks wi th  mutual planning and coord ina t ion ,  

r e s u l t i n g  i n  inc reased  u t i l i z a t i o n  of t h e  

stellit- qsf;ew - - - -  2 -  

2. an assurance  f o r  t h e  f i n a n c i a l  well-being of Te l e sa t ;  



3 .  an a s s u r e d  proceeding wi th  t h e  n e x t  g e n e r a t i o n  
a -- - - - - - -- - 

of s a t e l l i t e s ;  

r-. 
4 .  l i m i t i n g  ~e1esat':s dependence on t h e  f e d e r a l  

government ; and 

5. t h a t  it would b e  t h e  w e l l  p r e f e r r e d  arrangement 

of  many o f  t h e  p r o v i n d i a l  governments and t h u s  

c o n t r i b u t e  t o  improved f e d e r a l - p r o v i n c i a l  r e l a t i o n s .  

The Commission a l s o  saw p o s s i b l e  gro?nds f o r  d e n i a l  

of  t h e  agreement a s  r e s u l t i n g  from t h e  fo l lowing  

e f f e c t s  o f  the proposed arrangement: . 

1. i f ,  i n  e f f e c t ,  TCTS would be  s u b s i d i z i n g  T e l e s a t ' s  

o p e r a t i o n s  ( a t  least  i n i t i a l l y ) $ k h e n  it would have 

2. t h a t  t h e r e  may b e  p o t e n t i a l  l i m i t a t i o n s  on t h e  

use of  s a t e l l i t e s  by t h e  b roadcas t ing  s e c t o r  and 

o t h e r s J i f  t h e  de te rmina t ion  af e a r t h  s t a t i o n  

l o c a t i o n s  i s  i n f l u e n c e d  by,TCTS; 

3 .  t h a t  --- - on-TCTS carrie~.s~couLd_exp-erienceBetri,me&& 

e f f e c t s  from t h e  r e s u l t  of TCTS be ing  i n  a p o s l t l a n  . . 
-- - - 

of c o n t r o l l i n g  t h e  use  and a p p l i c a t i o n  of 

sa te l l i t e  technology;  
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- 

t h a t  co s t - e f f ec t i venes s  of s a t e l l i t e  technology 
- - -  - 

- - -- pp -- 

w i l l  be submerged by t h e  pricin% p o l i c i e s  of  

t e r r e s t r i a l  s e r v i c e s ;  

t h a t  many of  t h e  proposed b e n e f i t s  could be 

achieved wi thou t  t h e  agreement, p a r t i c u l a r l y  11) 

above, s i n c e  TCTS is p a r t  owner and board member 
- - 

of  Te l e sa t ;  and 

that o t h e r  more a t t r a c t i v e  a l t e r n a t i v e s  - -  ( i .e .  - 

-- 

i n  t h e  p u b l i c  i n t e r e s t )  had not  been explored 

and t h a t  T e l e s a t  should remain open t o  op t i ons  

u n t i l  t h e  b e n e f i t s  of  s a t e l l i t e  technology can 

be f u r t h e r  explored.  

- - - -  - - - - - - -- - - - - - 
t he  Commission denied t h e  agreement, it would be 

faced wi th  c e r t a i n  impl ica t ions .  For i n s t a n c e , " T e l e s a t  

would r e q u i r e  a d d i t i o n a l  funding,  probably from t h e  

f e d e r a l  government. The c a r r i e r s  would cont inue  t o  

resist us ing t h e  s a t e l l i t e  system by n o t  renewing 

p r e s e n t  c o n t r a c t s ,  o r  by  r e s i s t i n g  in te rconnec t ion  

i f  T e l e s a t  pursued a more compet i t ive  s t a t u s .  To be 

- - e o m p e t - i k ~ a ~ e ~ L ~ ~ u ~ a v ~ ~ c o r n e  a r e t a i l e r  

- -o~Ipesskhax thanwhole  channels ,  which would f u r t h e r  

i r r i t a t e  t h e  c a r r i e r s ,  perhaps t o  t h e  po in t  of 

withdrawing c a p i t a l  from Te l e sa t .  Should Telesat 

become a retai ler ,  it would a l s o  l i k e l y  upse t  t h e  



provinces,  which would be pressur ing  t h e  f e d e r a l '  
- - -  - 

government aga ins t  such a  r o l e .  And, i n e v i t a b l y ,  t h e  

Commission w a s  faced wi th  t h e  p o s s i b i l i t y  t h a t  a  

d e n i a l  of t h e  agreement may cause t h e  app l i can t s  t o  

seek a  r e v e r s a l  through t h e  Minis ter  of  Communications 

and Cabinet. 

J u r i s d i c t i o n  and Conclusions 

The Commission's b a s i c  j u r i s d i c t i o n  f o r  ad jud ica t ibn  

of  t h e  propose& agreement a r i s e s  from sec t ion  320(IIt  - - -- L - 

of  t h e  Railway A c t ,  where any c o n t r a c t ,  agreement o r  

arrangement r e l a t i n g  t o  t he  in terchange of s e r v i c e  

J o r  management, working, o r  opera t ion of  t h e  p a r t i e s '  

systems, r equ i r e s  r egu la to ry  approval before  it can 

. ' a-3 .  

and sec t ions  57 and 58 of t h e  National  Transpor ta t ion 
0 C 

A c t ,  t he  powers of t h e  Commission t o  approve, deny, 

a l t e r  and amend proposed agreements a r e  l i m i t e d ,  i n  

t h i s  case t o  g ran t ing  o r  withholding approval.  .The 

c r i t e r i a  f o r  reaching a  dec i s ion  i n  such i n s t a n c e s  
\ 

is  considered t o  be t h e  "publ ic  i n t e r e s t " .  The problem 
v 

of def in ing  t h e  na tu re  of t h e  publ ic  i n t e r e s t  a s  

- e - e - p a r t  ol' i h e  Commission. The ~omrnission 
,l * 

*, 2- 

chose two ca t ego r i e s  f o r  d iv id ing  t h e  appropr ia te  4. ytP* 

pub l i c  i n t e r e s t  cons idera t ions .  205 



The f i r s t  c a t e g o r y  p e r t a i n s  t o  t r a d i t i o n a l  g u i d e l i n e s  
- - - 

f o r  p u b l i c  u t i l i t y  r e g u l a t o r y  i s s u e s .  This  i n c l u d e s  > _  

t h e  e f f e c t  of  t h e  agreement on t h e  requi rement  under 

s e c t i o n  3 2 1 ( I )  t h a t  r a t e s  be j u s t  and r e a s o n a b l e  and 

on t h e  e f f e c t i v e  r e g u l a t i o n  o f  such ra tes ,  and under 

s e c t i o n  321(2)  t h a t  t h e r e  n o t  be u n j u s t  d i s c ~ i m i n a t i o n  

o r  unreasonable  p re fe rence .  I n  t h e  second c a t e g o r y ,  
- - - -  A - - - 2- - 

t h e  cornhission widened i t s  i n t e r p r e t a t i o n  o f  t h e  p u b l i c  

' i n t e r e s t  t o  i n c l u d e  t h e  q u e s t i o n  of g e n e r a l  p u b l i c  

p o l i c y ,  These i n c l u d e  c o n s i d e r a t i o n  of t h e  e f f e c t  - of - - - - -- - - - 

t h e  agreement on: . 

J. t h e  powers and autonomy of  T e l e s a t ;  

2 .  t h e  a v a i l a b i l i t y  and expansion o f  s e r v i c e s ;  and 

3. compet i t ion  i n  telecommunication serv ices ' .  206 

- -- - - - -  - -  - -  - - - - - - - - - - pp- - 

I t  was t h e  Commission's de te rmina t ion  t h a t  t h e  p u b l i c  

i n t e r e s t  would n o t  be served  i n  e i t h e r  ca tegory .  

A t  t h e  conc lus ion  of t h e  proceedings ,  Telecom D Decis ion  

CRTC 77-10, r e l e a s e d  on August' 2 4 ,  1977, s t a t e d :  

" I n  view of  t h e  c o n s i d e r a t i o n  and conc lus ions  
set o u t  i n  t h e  d e c i s i o n ,  t h e  Commission has  
dec ided  t h a t  t h e  proposed agreement under  . 
which T e l e s a t  would have become a member o f  
TCTS, would n o t  b e  i n  t h e  p u b l i c  i n t e r e s t .  

% Accordingly,  t h e  Commission does  n o t  approve 
- - - &Qeirgreeme~C'-2L- - - - 

" t h e  Agreement, i f  approved, would p r e j u d i c e  
t h e  p rocess  of  e f f e c t i v e  Pa te  r e g u l a t i o n ,  
c o n t r a r y  t o  t h e  p u b l i c  i n t e r e s t . "  208 



And with r e s p e c t  t o  t h e  l a t t e r  cons ide ra t i on  of  

genera l  pub l i c  po l i cy :  

" t he  e ro s ion  of T e l e s a t ' s  decision-making 
capac i t y ,  which would be caused by t h e  
Agreement, would n o t  be  c o n s i s t e n t  w i th  
t h e  i n t e n t  of t h e  s t a t u t e  t o  c r e a t e  an 
independent,  autonomous corpora t ion ,  
providing s a t e l l i t e  s e r v i c e s  on a 
commercial ba s i s . "  209  

-. - - - -- - - - -- 

With r e s p e c t  t o  s a t e l l i t e  s e r v i c e s ,  t h e  Commission 

'a found t h a t  t h e  evidence w a s  n o t  conc lus ive  t o  demonstrate  

t h a t  t h e  agreement w a s  necessary  t o  achieve the propose& - -- 
t 

system, and t h a t  i n  cons ide ra t i on  of compet i t ion  

po l i cy  a s  an app rop r i a t e  p u b l i c  i n t e r e s t  concern, t h e  

Commission concluded: 

" t h a t  t h e r e  were grounds f o r  concern t h a t  a 
p o t e n t i a l l y  compet i t ive  s i t u a t i o n  i n  t h e  
long hau l  d a t a  and video of  o t h e r  p r i v a t e  

- s e r v i c e  uauld be restricted hy--theagr-eement- - -- ---- 

i n  a manner t h a t  does n o t  appear t o  be 
j u s t i f i e d .  " 210 

An Assessment t 

Though t h e  Commission's formal exp lana t ion  of t h e  

d e c i s i o n  fol lows very  c l o s e l y  upon t h e  r e l e v a n t  s f a t u t e s  

for i t s  r egu l a to ry  d e c i s i o n ,  it is t h e   omk kiss ion's 

i n t e r p r e t a t i o n  of t h e i r  a p p l i c a t i o n  which i s  s i g n i f i c a n t .  
-- - - - 

For i n s t ance ,  i n  t h e  i s s u e  o f  r a t e  r e g u l a t i o n  and t h e  
- - 

c r i t e r i o n  of j u s t  and reasonable  r a t e s .  S ince  t h e  

agreement i s  n o t  a '  d i r e c t  c a se  of  t h e  ad jud i ca t i on  

of r a t e s  and revenue requirements  upon which an 



- .- - 

as.sessment a g a i n s t  t h e  above p r i n c i p l e  i s  based, 
- L , .  - - - -- - ---- --A- 

t h e  Commission's concern w a s  d i r e c t e d  toward t h e  

i n f l uence , and  e f f e c t s  t h e  proposed agreement may have . . 
%0 

on f u t u r e  c o s t s  and t h e r e f o r e  rate a p p l i c a t i o n s  f o r  

s a t e l l i t e  s e r v i c e .  I n  t h i s  manner, t h e  Commission's 

assessment  was enabled  t o  encompass a  broader  scope 
7 

than  has  t r a d i t i o n a l l y  been app l ied  under t h i s  cr i ter ia .  

I t  was considered  t h a t  t h e  e f f e c t  of t h e  agreemqnt 

would be t o  p l a c e  s i g n i • ’ i c a n t  - 
- -  % d i f f i c u l t i e s  - - - - upon - t h e  p- - 

r egu l a to ry  p rocess ,  and t h u s  was con t r a ry  t o  t h e  p u b l i c  

i n t e r e s t .  S ince  T e l e s a t I s  r a t e s  a r e  s u b j e c t  t o  J 

r e g u l a t o r y  r a t i f i c a t i o n ,  t h e  a n t i c i p a t e d  d i f f i c u l t i e s  

l a y  i n  t h e  Commission's a b i l i t y  t o  adequate ly  a s s e s s  

rate  a p p l i c a t i o n s  which a r e  based on c o s t i n g  methodologies,  
-p - - - -- - - --- - -- - 

i f  t h e  & o p d i f f e r e n t  t e c h n o l r g i e s  a r e  i n t e g r a t e d  i n  

such a  manner t h a t  comparative d i f f e r e n c e s  and b e n e f i t s  

a r e  f u r t h e r  masked r a t h e r  than  d i s c lo sed .  The r e s u l t s  could . 

be such t h a t  c o s t  sepaxa t ions  and t h e r e f o r e  an assessment 

of  r a t e s ,  would impose a g r e a t e r  'burden of complexity 

on t h e  r egu l a to ry  process.  Hence, t h e  r egu l a to ry  mechanism, 

a l r eady  a  cumbersome t o o l  f o r -mon i to r ing  i ndus t ry  behaviour,  

and market cond i t i ons ,  would be "unduly accentuated  F L i t s  
- -p - - -P- -- -- 

expec t a t i ons  of  f u l f i l l i n g  i t s  func t ion  and purpose i n  t h e  

absence o f  y e t  another  "market ya rds t i ck" .  

" 
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- - - Similar ly ,  i n  r e fe rence  t o  t h e  applic-ion of - the-;  . 

- -re-t;Q=yrw.tnciplo refe=fi;1~Itflke8p;L-emrrti;on oi ulljns i' 
- ..- 

discr iminat ion o r  undue preference, t h e  Cornrniss~on 

was concerned with t h e  na ture  of -possible  r e s t r i c t i o n s  Q 

which may a f f e c t  Te lesa t '  s sqrvize and > a c i l i t i e s  

under t h e  terms of t h e  ~ ~ r e e m e n t .  I n  t h i s  case, . - - - f -  * - 
judgment on t h i s  p r i n c i p l e  was t h e  e f f e c t s  of t h e  

- .  2 - 
A -aqr=ementJ ikelg-bn-access-+_n-saSle k L i k a ~ w i U -  - 

- 
and services  t o  a l l '  market pa r t i c ipan t s ,  including = 

p o t e n t i a l  customers. The Commission a l s o  considered 
- - 

- - Itfl - -- - -- - - - - 
- 

- --- 

what e f f e c t s  t h e  proposed agreement would have on t h e  

provision of serv ices  t o  t h e  n'orth and CBC broadcasting, 
B 

both of which a r e  verx  dependent on Telesat  a t  present.  

I t  was fo3nd t h a t  the  advantages t o  TCTS members, 

a s  a r e s u l t  of the agreement, ra i sed  t h e  s u b s t a n t i a l  

l ikel ihood o f  undue preference -wkicB ,--i-~-a&ti-te-- - 

s p e c i f i c  marketing r e s t r i c t i o n s  on Telesa t  customers, 

r, 
proposed r e a l  advantage& f o r  TCTS members, though- 

i n  a subt ly  biased manner. Under such condi.tions, '  

thei Commission considered t h a t  i t s  a b i l i t y  tp r u l e  on 

i s s u e s  of discr iminat ion would bb handicapped by t h q  
* b 

d i f f i c u l t y  of discerning "the f ac t s "  t o  

such a claim. 

9 
ft was c l e a r  t h a t  t h e  Commission did not  consider t h a t  

the  appl icat ion had demonstrdted that t h e  publ ic  



.* 
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- - ,  - - 

i n t e r e s t  wcvld-be se rved  by t h e  acc ru ing  b e n e f i t s  * 

--- . re~&hZng f rm p p W a T o f  t h e  proposed  arrangement ' 4 "fr - - w i t h i n  t h e  indu t r y ,  t h i s  p e r s p e c t i v e ,  it w a s  FrOT 
cons ide red  t h a t  t h e  proposed p o t e n t i a l s  o f  e f f i c i e n c y  

* - 
of  i n t e g r a t e d  systems and a s t a b i l i z e d  f i n a n c i a l  

p r o s p e c t u s  f o r  Telesat, must b e  proven t o  outweigh 

t h e  i m p l i c i t  p o s s i b i l i t i e s  of  a less o r d e r l y  development 

of-  -szteP-irke-sen&cees f ac i-1 it i e  s i n  a L L m 6 Z Z e L - L - -  

c o m p e t i t i v e  s i t u a t i o n ,  whereby an independent ,  y e t  
& 

v u l n e r a b l e ,  satel l i te .  c o ~ p o r a t i o n  would be fo rced  t o  

o p e r a t e  f o r  t h e  benef i ' t  o f  i t s  u s e r s  on t h e  b a s i s  o f  

i t s  t e c h n o l o g i c a l  advantages  wi thou t  masking o r '  - 
'VV 

p r o t e c t i o n  of TCTS and t h e i r  technology.  c , 

P u b l i c  i n t e r e s t  c o n s i d e r a t i o n s  w e r e  i n t e r p r e t e d  by 

- 

." 
- - -  1--- - -  - t h e - C o d  s sior Eci go- E e y o C t K e  r e g u l a t o r y - p r i n c ~  p l e  s 

p r e s c r i b e d  i n  ve  mentioned c r i t e r i o n ,  and t h e  
1 - 

t o  c o n s i d e r  i t s  regia la tory  , 

mandate i n  te lecommunicat ions t o  be one which would 

develop  a c o n s i s t e n t  p o l i c y  t h r u s t  by v i r t u e  o f  i t s  

d e c i s i o n s ,  r a t h e r  t h a n  r e l y i n g  on a t r a d i t i o n a l  case- 

by-case approach. 

-- - - - - - - - -- - - - - - - - - - - - - -- - - ----p--- - 

The CRTC could  be cons ide red  as havinq used t h e  occas ion  

t o  test t h e  l i m i t s  o f  i t s  power and i ts  r e g u l a t o r y  

mandate. The CRTC w a s  indeed cognizant  of  t h e  r i s k  it 
- - - -  

was t a k i n g  i n  choosing t o  i n t e r p r e t  t h e  i s s u e  



- 22 a - 
underlying' the specific decision 'so broadly. But it 

0 

would appear that in some senses the agency was testing 
- - - A  + -- - a - - -- -- - , 

its independence and scope in the telecom sector with 

its f irrnl'y entrenched market relations, The agency could 

also be seen as testing its power vis-a-vis the DOCI 

for the CRTC had both its legitimacy Q a policy-making 

bodyeand 'its power to make specific decisions on the line. 

t. 
- - - - - -- -- -- - -- - - --, - - -- - - A - - - - 

6 

The CRTC assessment was a new experience for the 
\ 

carriers in particular. Though its adjudication was 

constrained by precedents of -existing -regulatory statutes ,- 

its consPdered integpretation of the public interest 

considerably exceeded the practices of the CTC. The 
L 

substantial difference was that the CRTC's concern and 
I 

criteria were based on the implications of its immediate 

decision on future regulatory proceedings and the 
- - - - - - - - - - - - --- - - - - - - - - - - - 

d 

question of "general public policy". 
. . 

The' CRTC cLnsidered its Telesat Decision to be the most 

important communications issue of the decade. 211 With 
* 

respect to the nature of regulation in a monopoly dominated 

industry such as co~unications, the CRTC w"as aware of 

the aim of fostering market competition as an inducement - 

to a more desirable industry performance. The CRTC's 



! 

9 

perspective on regulatory policy in telecomrnunications 
I 

- - - - - - - - -- - - - - -- - -- 

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. 

A a A- - PA A 

Alth-ugh fhF$E6nGiiiccharacteristics of the industry may - e c. 

suggest the same question in similar issues for both - - J countries, the basis for; an evaluation and recommendations - 
-- -- 

may in fact.be quite different. The CRTC,recognized 1 w 

the similarities and in evaluating American experience, 

found that regulatory measures which altered the 
* 

institutional arrangements, particularly to the industry 

by limiting monopoly power, would homote a more desirable 

- -- 
- - - - -- -- - - - - - - - - -- - 

" markFt <truct=e. It is an assessment based not only 
', * 

on the role of regulation in a monopoly structured 

- . -. industry, but on a basic assessment of monopoly versus 
., I 

competition in the market sphere. On-a broader scale, 
I 

however, and in view of historical precedents in this . 

country, the question of the role 05regulation and the 

- 
'-& --question of monopoly versus competition have not merited 

= 
inherent in the assessment of these questions 

in the Canadian context will be addressed in a subsequent 

Y 

>= 

A 



s e c t i o n .  A t  t h i s  p o i n t  it can be s a i d  t h a t  t h e  CRTC 

appeared t o  be a c t i n g  on what it had deemed t o  be 

t h e  a p p r o p r i a t e  a c t i o n  t o  be taken  i n  t h i s  i n s t k n c e ,  

r e g a r d l e s s  of  p a s t  assumptions o f  what such q u e s t i o n s  

may 

ii. 

The 

1. 

i n f e r  i n  n a t i o n a l  and h i s t o r i c a l  t e r m s .  

Respon2e 

Contending P a r t i e s  

The response  of t h e  a p p l i c a n t s  ( T e l e s a t  w i t h  

suppor t ing  appeal  from B e l l )  was an immediate 

appea l  t o  Cabine t .  The procedure i n ' t h i s  c a s e  

( a s  opposed t o  b r o a d c a s t i n g  d e c i s i o n s )  i s  made 

b l e  under S e c t i o n  64(1)  of t h e  Na t iona l  ,' 
T r a n s p o r t a t i o n  A c t ,  where a  Cabinet  Order can vary 

- - -- - - - - - - - ---- - - 

o r  r e s c i n d  a d e c i s i o n  of  t h e  Commission. The 

power w a s  r a r e l y  used i n  t h e  d e c i s i o n s  of t h e  CTC. 

A s i m i l a r  ( b u t  less powerful)  r u l i n g  i s  a l s o  

a v a i l a b l e  t o  Cabine t  -•’or CRTC b r o a d c a s t i n g  d&isions. ,  

+ and l i k e w i s e ,  has  r a r e l y  been invoked. The 

r e g u l a t o r y  age c a n , e f f e c t i v e l y  be 

over tu rned  by t h e y  cannot  be t aken  t o  

, The a p p l i c a n t s  r e s t a t e d  t h e i r  c a s e  i n  t h e i r  p e t i t i o n  

t o  Cabinet ,  a rgu ing  t h a t  t h e  CRTC had m i s i n t e r p r e t e d  



t h e  i m p l i c a t i o n s  o f  t h e  agreement and had f a i l e d  

t o  g i v e  s u f f i c i e n t  weight  t o  t h e  gvidence o f  t h e  

a p p l i c a n t s .  T h e i r  p r e s e n t a t i o n  r e l a t e d - t h e  b e n e f i t s  

of  t h e  agreement as be ing  f o r  t h e  good o f  Canada. 213 

- A-L 

Those t h a t  had opposed t h e  agreement and w e r e  
L. 

t h e r e f o r e  i n  favour  o f  t h e  CRTC Decis ion ,  w e r e  wary 
- - 

of t h e  appea l  p r o c e s s  open t o  t h e  a & l i c a n t s ,  

g iven  t h e  mood of  t h e  government. 

The Consumer Assoc ia t ion  o f  Canada d i r e c t e d  i t s  

response  t o  t h e  P r i m e  M i n i s t e r  on t h e  " u n s a t i s f a c t o r y  

n a t u r e  of appeals-to- Governor-in-C'ounci.1 fromp - --p---pp ---- 

2 d e c i s i o n s  of  regula tor -y  t r i b u n a l s " .  - 
"To c h a r a c t e r i z e  t h e  p e t i t i o n ,  a s  has  been . 
done by t h e  P r ivy  Council  O f f i c e ,  as a  < 

p r i v a t e  matter between t h e  p e t i t i o n e r  
and t h e  Governor-in-Council, i s  t o t a l l y  
unacceptable ,  i n c o n s i s t e n t  w i t h  khe n o t i o n  
of  a s t a t u t o r y  appea l  and a  fundamental  
v i o l a t i o n  o f  t h e  n o t i o n  o f  f a i r n e s s  o r  
n a t u r a l  j u s t i c e .  " 214 

1 f 

- - - - -- 
-- 

The CAC argued t h a t t h e a ? i i r e i s Z a b l e  s o l u t i o n  



wocild be f o r  t h e  G~vernor- in-Council  t o  d e c l i n e  

j u r i s d i c t i o n  i n  t h e  mat te r  and T e l e s a t  could  seek . 
appeal  through t h e  Federa l  Court. To do o therwise ,  

t h e  CAC f e l t ,  would undermine pub l i c  con•’ idence  

i n  c a b i n e t  ' s accounkab i l i ty  and equa l l y  undermine 
- - - -  L - L L -  A -----up- - . 

pub l i c  -con•’idence i n  t h e  independence of t h e  

r egu l a to ry  process .  

- - - 
- 

3 .  CN/CP i n  l i e u  of  t h e  p o s s i b i l i t y  t h a t  Cabinet  may 

r eve r se  t h e  CRTC Decision,  began p repar ing  i t s  

case  f o r  t h e  c o u r t s  on t h e  i s s u e  o f  t h e  "ille@ity" 

of  t h e  proposed agreement between TCTS and Te l e sa t .  

(CN/CP's appeal  t o  t h e  c o u r t s ,  a f t e r  C a b i n e t ' s  
- - -  

- -2155 dec i s ion ,  w a s  r e j e c t e d )  . 

Government 

1. An opinion 

The Department of  Co~munica t ions  and Min i s t e r  

Sauve had r e f r a i n e d  from any pub l i c  s t a tements  

o f  i n t e r v e n t i o n  i n  t h e  CRTC proceedings whi le  

- e e h a r i ; r r g s ~ e r e u n - d - a y  ~ p ~ t ~ h i l e t h e C o m m i  s s x .  
- - ~ f f a y h a U ~ - a ~ y - E ~ ~ m l  . i L .  IT st;stmemeix 



po l i cy  gu ide l ine  f o r  consider ing t h e  proposed 

agreement, t h e  M i n i s t e r ' s  opinion on t h e  mat te r  

w a s  c e r t a i n l y  le.ss obscure, I n  an in te rv iew with 

Jeanne Sauve, a s  published i n  Canadian Communications 
- 

- 
-Reports,- JuLy -1977 ( w h i l e  t h e  ~ornmission--wasL- 

s t i l l  i n  d e l i b e r a t i o n ) ,  t he  Min is te r ,  remarking 

upon t h e  Telesat-TCTS merger, s t a t e d  t h a t  t h e  

proposal  was t h e  "only way t o  go" i f  w e  wanted t o  

l i a in ta in  our  presence and our use of space . 

technology. She continued t h a t  t h e  p r i o r i t y  i n  

t h e  development of  telecommunications was i n  space 

and t h e  developing of  i n d u s t r i a l  c a p a c i t y , i n  

" I t ' s  very d i f f i c u l t  f o r  one country t o  be 
a b l e  t o - d o  everything and Canada embarked 
on a po l icy  s e v e r a l  yea r s  ago t o  develop 
a r eas  where it f e l t  it could develop a 
c e r t a i n  excel lence .  W e  have reached t h a t  
po in t  and we've go t  t o  maintain it. So 
it is very  important t h a t  w e  see t o  it 1 

t h a t  s a t e l l i t e s  are used f o r  communication 
and t h a t  was t he  only way it could cont inue 
t o  be used." 216 

She proposed t h a t  such an arrangement would encourage 
-- 

us age - an& lead*~-  r a t - ~ - e - d u c t 1 0 n ~ o ~ o ~ u n i C a  t ions  

-2s* - 



- - 

2 .  The Cabinet  Decis ion 

On November 3, 1 9 7 7 t h e  -=or-in-Council- i s s u e d  

an Order t h a t  had t h e  e f f e c t  of  o v e r t u r n i n g  t h e  

d e c i s i o n  of  t h e  CRTC. Subsequent ly,  t h e  T e l e s a t -  

TCTS agreement became e f f e c t i v e  r e t r o a c t i v e  t o  

January 1, 1977. The government r a t i o n a l e  

accompanying t h e  announcement was t h a t  t h e  propose0 

-- 
agreement iinvolVEdd-a b roader  n a t i o n a l  conceTnifhfhan 

t h e  r e g u l a t o r y  agency w a s  expected  t o  c o n s i d e r .  

M i n i s t e r  Sauve had s a i d  t h a t  though t h e  CRTC had 
-- - 

no choice  b u t  t o  accep t  o r  r e j e c t  t h e  qgreement,  

Cabinet  had t o  view t h e  ma t t e r  i n  broader  n a t i o n a l  

t e r m s .  217 

* - 
iii. Attempts t o  Expla in  

/' . qL Hutchinson, i n  t h e  Def l n  t i v e  S t o r y  OK t h e  TeIesat-TCTS- 

A f f a i r ,  s u g g e s t s  t h a t  t h e  M i n i s t e r  can p l a c e  c o n d i t i o n s  

on T e l e s a t  t h a t  t h e  CRTC could  n o t ,  and t h e  power t o  do 

so should be s u f f i c i e n t  t o  appease t h o s e  concerned by t h e  

merger proposa l .  

"Although it might appear  t h a t  t h e  government t r 

undermined i t s  r e g u l a t o r y  body, t h e  Order-in 
-Council p laced  c o n d i t i o n s  on T e l e s a t ,  a 
power n o t  a v a i l a b l e  t o  t h e  CRTC." 218 

C 
~~~~~~ 

~ h e - " ~ c o n d i t i o ~ s " w e ~ i ~ i t i ~  p u t t o m e s a t  when 

t h e  c o r p o r a t i o n  f i r s t  submit ted t h e  p roposa l  i n  t h e  

f a l l  of 1976. T e l e s a t  a s su red  t h e  M i n i s t e r  t h a t  t h e s e  

c o n d i t i o n s  had been m e t  i n  t h e  f i n a l  d r a f t  of  t h e  

agreement. This  in fo rmat ion  was c l e a r l y  a v a i l a b l e  t o  



the CRTC and considered in its deliberations but in the 
, 

&I CRTG' s o - p t n i o n s t r l l  fai-5 t o  alterhe components of 
'k .  

the agreement sufficient to justify its approval in the - 

public interest. 

Other explanations have been offered, one of which 

centfes on the apparent rift between the CRTC and-the 

Mm-ister-. 219 - -This--expfanat-bn of the decision-therrsu'gyests 

, that the decision reflects the on-going power struggle 

between the Minister of Communications (and her Department) 
- 

and the Chairman and regulatory agency, over jurisdiction 
- ---- - for policy matters. Evidence to this effect would 

point to the events surrounding the issue of Pay-TV, 

federal arrangements with ~anitoba over. cable issues, 

and the legislation which seeks to formally place policy 
I 

- issues- in Bepar-tmentaFhands.. - The problem wkth-this---- - 

explanation (and its interpretation in the press) is 

that it personalizes the issues to a Boyle-Sauve 

personality rift. Though certainly these events have 
x 

contributed to a- less than complementary arrangement 

between the ~e~artment and the agency, the explanation 

is not sufficient. The Minister alone did not have 

the power to reverse the Commission's decision. ~t 

a rever$al would have to include justifications to 

garner the support of a majority of ministers in the 
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more i n f l u e n t i a l  p o s t s  w i t h i n  Cabinet .  It  w a s  r e p o r t e d  
- -- 

t h a t  a s e n i o r  ~ s s i s t a n t  Deputy M i n i s t e r  i n  DOC had 

s e n t  an i n t e r n a l  memo t o  S y l v i a  Os t ry ,  Deputy M i n i s t e r  

of  Consumer and Corpora te  A f f a i r s ,  a d v i s i n g  t h a t  

t h e  Departments o f  J u s t i c e ,  Finance,  E x t e r n a l  A f f a i r s ,  and 

I n d u s t r y ,  Trade and Commerce w e r e  a l l  i n  agreement 

t h a t  t h e  merger w a s  i n  t h e  b e s t  i n t e r e s t s  of  Canada. 
____ _ __ei -_- -- - -- - 

The memo-asked-whether D C C A . W O U ~ ~  now be prepared  

t o  d rop  i t s  o p p o s i t i o n .  220  DCCA D i r e c t o r  of I n v e s t i g a t i o n  

and Research, Ber t rand,  had been t h e  on ly  f e d e r a l  
"C - -  - 

government p a r t i c i p a t o r  i n  t h e  CRTC h e a r i n g s ,  and 

argued s t r o n g l y  a g a i n s t  t h e  merger. 

Y 

Another opin ion  seeks  t o  e x p l a i n  t h e  d e c i s i o n  a s  

a  r e s u l t  of lobbying e f f o r t s  . 2 2 1 ~ h i s  e x p l a n a t i o n  i s  based on t h e  
- -  - -  - - - - - - - - - - - -- - -- - - - - - - 

assumption t h a t  powerful  i n t e r e s t  group p r e s s u r e s  

managed t o  o b t a i n  b e n e f i c i a l  r e s u l t s ,  t h o s e  be ing  
\ 

t h e  e x t e n s i o n  o f a t h e  monopoly powers of  t h e  t e l c o ' s  

( e s p e c i a l l y  B e l l  Canada).  I t  would be n a i v e  t o  r e f u t e  

t h e  c o n t e n t i o n  t h h t  l o b b y i s t s  w e r e  a t  work and 

p a r t i c u l a r l y  B e l l ,  which h a s  s u f f i c i e n t  s t a t t i r e  as 

a  corpo,rate  c i t i z e n  t o  sway c e r t a i n  p o l i t i c a l  opiiions. 
t 

be sirnplydeemed an a c t  of p o l i t i c a l  patronage.  

However, it does b r i n g  C a b i n e t ' s  a c c o u n t a b i l i t y  i n t o  

q;estion and t h e  r a t i o n a l e  f o r  p o l i t i c a l  agreement 

wi th  t h e  l o b b y i s t s .  > .  



I t  would be u s e f u l  t o  examine Cabine t ' s  b a s i s  
A 

i 
f o r  deeming i t s  dec i s ion  a s  a n a t i o n a l  advantage.,  

I n  examining t h e  s p e c i f i c  r e l a t i o n s h i p  of  t h e  

"na t iona l  i n t e r e s t ' '  as it r e f e r s  t o  t h e  intended 

advantages of t h e  Agreement, it becomes apparent  

t h a t  it r a i s e s  t h e  fol lowing p o i n t s  : 

An i n t e g r a t e d  s a t e l l i t e  and t e r r e s t r i a l - n e t w o r k  
-- -- A - A - *  - - - 

w i l l  provide s u b s t a n t i a l  advantages t o  TCTS 

members and avoid any conf ron ta t ion  between t h e  

carriers and the government which may have 'a r isen . . - - -  -- 

under a more competi t ive atmosphere. 
B 

An assurance f o r  T e l e s a t ' s  f i n a n c i a l  p o s i t i o n  

which ensures t h e  proceeding wi th  t h e  nex t  

generat ion of sa te l l i tes  and i s  c o n s i s t e n t  with 
- - - - - - - - - -- - - - - --- - 

government i n t e n t  t o  cont inue apace i n  t h e  

development 

capac i ty  . t o  

and f u r t h e r  

of space technology and i n d u s t r i a l  

maintain a dominant Canadian presence 
* 

pene t r a t e  i n t e r n a t i c k a l  markets. 

A means o f  l i m i t i n g  T e l e s a t ' s  o u t r i g h t  f i n a n c i a l  

dependence on t h e  f e d e r a l  government, p a r t i c u l a r l y  

import*& &-&-Sf fnamzk-rngency--arrd- 

U k v i a - m b r ~ s s ~ ~ e , ~ t  of T e l z s a t ' s  

i n a b i l i t y  t o  ach ieve  t h e  i n t e n t i o n  of a corpora t ion  

w i t h  b u i l t - i n  prof  i t a b i l i t y  . 



- 236 - 
- - 

4 .  The arrangement,  by appeas ing  some o f  t h e  + - A 

-- - - 

p r o v i n c i a l  te lephone  systems, would c o n t r i b u t e  

t o  improved f e d e r a l - p r o v i n c i a l  r e l a t i o n s  where 

commun~cat ions had been a, j u r i s d i c t i o n a l  

con t roversy  between t h e  two l e v e l s  of government. 

U 

These p o i n t s  are c r i t e r ia  f o r  a s s e s s i n g  t h e  i n t e r p r e t a t i o n  

03 t h e  a p p l i c a t i o n • ’  -the n a t i o n a l  i n t e r e y t i n  - t h r  
A- 

i n s t a n c e .  Recognit ion of  t h e s e  b e n e f i t s  as b e i n g  " 

i n  t h e  n a t i o n a l  i n t e r e s t  and outweighing t h e  - -  p o s s i b l e  -- 
- - -- -- r - 

d i sadvan tages  as a s c e r t a i n e d  by t h e  Commission a s  

cont ravening  t h e i r  i n t e r p r e t a t i o n  of t h e  p u b l i c  i n t e r e s t ,  

demonst ra tes  t h e  incongruency of  t h e  p r i o r i t i e s  upon 

which Cabinet ,  a s  opposed t o  t h e  CRTC, opera ted .  

The i r  p r i o r i t i e s  have 'been c o n d i t i o n e d .  by v a l u e  
> 

-- - - - -- -- - - -- -- - 

a s s G p t i o % s  pkevSi l ing  fT5Ktth6 h i 3 t E c a l  p a t t e r n  

of government-industry r e l a t i o f i s  and t h e  r e g u l a t o r y  
\ 

environment s p e c i f i c  t o  t h o s e  r e l a t i o n s h i p s .  

Although Cabinet  and ~ . ~ , C R T C  s a w  themselves as a c t i n g  , 

i n  t h e - p u b l i c  as w e l l  as t h e  n a t i o n a l  i n t e r e s t ,  t h e y  

used d i , f f e r e n t  y a r d s t i c k s  i n  judging t h e  r e l a t i v e  m e r i t s  

a r e  i n t r i n s i c a l l y  l i n k e d  t o  t h e  v a l u e s  and assumptions 

o p e r a t i n g  i n  t h e  decision-making process .  Ne i the r  t h e  
s @ 

CRTC nor  Cabinet  a c t e d  in a vacuum. The i r  i n t e r p r e t a t i o n s \  
* * '  .* 



what-s i m p o ~ ~ ~ € o c o n s i d e r  w i l l  r e t l e c t  t h e  ' -  

- - 

community of i n t e r e s t k h e y  see themselves r e p r e s e n t i n g .  

The manner i n  w h i c h ' c o n s i d e r a t i o n s  o f  importance a r e  

recogn'ized i s  cond%tioned by va lue  assumptions.  'To 

unders tand C a b i n e t ' s  cr i ter ia  and t h e r e f o r e  t h e  under ly ing  

v a l u e  assumptions,  it i s  necessa ry  t o  unders tand t h e  
,& 

cofidit ioned t i o n s  o f . w h a t , i s  impor tant  i n  n a t i o n a l  
--v, "Bi -- 



1. ~ a l y e n ,  "Telesat  Canada", p .l83. 
= 

-2. White.Paper, p . 8 .  

3. Dalfen, "Telesat  Canada", p.183, 185-6. \ 

4.  Kiergns, 113 Canada, House of  Commons Debates, 
2 8 t h  P a ~ r l i a e n t ~ I s t A ~ s i o n ,  --aL-Ug&US 8-- -- 
(here inaf te r  c i t e d  a s  CHCD) . fr 

5. White Paper, p.34. 

7.  Ibid..  p.50-4, p.70-4. % - 
8. Ibid. ,  p.52-4, p.70-4. 

9 .  Ibid. ,  p.56. 
0 JY 

1 0 .  Smythe, Dallas,  "The Orbi ta l  Parking S l o t  Syndrome 
and Radio Frequency Management", Quar te r ly  R e v i e w  
'of Economics and Business, 1972. 

- - - -- - -- -- - - - - ---- -- - - 

11. White Paper, p. 64-6. % 

12. .  Ibid . ,  p.56. 
* 

13. Ib id . ,  p.32, a l s o  p.14, 56, 70, 36, 

1 4 .  Dalfen, "Telesat  Canada", p.191. Further,  see 
Minutes of Proceedinqs and Evidence Respecting 
B i l l  C-184 Before t h e  Standinq committee on 
Broadcasting Films and Assistance t o  t h e  Arts, 
28th Parliament, 1st Session (1969), a t  1525, 1526, 
2152 (he re ina f t e r  c i t e d  as Committ'ee Proceedings). 
See a l s o  CHCD 9810- 

1 6 .  White Papey, p 
t 

a s s L T h i s  aT-s u s d .  repeatedly - 

by speakers and witnesses during t h e  proceedings 
of t h e  l e g i s l a t i v e  process i n  reference t o  

- telecommunications systems. 



18. Ibid., p.50, p.70. 
-- - - - - - - - - - 

19. Ibid. p.46. 

20. Ibid., p.46. 

21. 1&d., p.46. - 
22. Ibid., p.60. - 
23. Ibid., p.12. 

24. Ibid., p.46. 

26. Wyman, Telesat, p.13. 
ly 

27. Ibid., p. 13. 
- - ,'- -- - 
- - - -  - - 

28. Ibid., p.12,13. 

29. Ibid., p.12-13. 

30. Beigie, "Economic Framework", p.177. See also 
section on "BasiLc Policy Issuest', Ibid., p. 176-195, 
and "Conclusions and Recommendations", Ibid., p.196- 
212. See also Instant World, p.189. d 

31. Melody, W. H. "Competition and Natural MonapQly_ in - -  -_ - 
- - - -- -- - - --- 

Regulated Telecommunications: Economic analysis , .  

of Basic Concepts", prepared for ad hoc Committee 
for Competitive Telecommunication, September, 1976. 

\ - _ -  32. CRTC working paper,.Study of Relevant Factors in , 

Rate Assessment for'1nterstate Message Toll Service, 
specifically, see F.C. C. Docket 18128, October', 
1976, 61 FCC 2d. 

33. Wymnt Telesat, p.14, re 2nd TCTS network. 

34. White Paper, p.46. 

35. Telesat Canada Act (1969). In 1973 this was 
amended to (a ) be_twesfn>cationsin~~nada;and----- 

- - -- - -- 

- (b) su&ject to appropriate intergovernmental 
arrangements to and between otehr locations. This 
amendment was made so that Telesat could lease 
transponders to U.S. carriers for servicing Alaska. 

1 

36. (Kierans) CHCD at 7493. - - 



( K i e r a n s )  
- - 

CHCD a t  7497 .  (Kierans) 

CHCD a t  7497 .  .- 
- % 

( K i e r a n s )  

( M a c k i n t o s h )  c o m m i t t e e  P r o c e e d i n q s  o f - M a y  15 ,  1 9 6 9 ,  
a t  p .1935 .  1 

(Kierans) C o m m i t t e e  P r o c e e d i n q s  of May 2 7 ,  1 9 6 9 ,  
a t  p .2150 .  

( K i e r a n s )  CHCD a t  7496 .  

( K i e r a n s )  CHCD a t  7494 .  jst 

-- 

( K i e r a n s )  CHCD a t  7494 .  

( K i e r a n s )  CHCD a t  7 4 9 4 ,  7 4 9 5 .  - - - - - - - - --- - - 

D a l f e n ,  " T e l e s a t  C a n a d a " ,  p .190 .  A l s o  C o m m i t t e e  
P r o c e e d i n g s ,  a t  2049 .  

C o m m i t t e e  p r o c e e d i n g s  a t  1483;  C a n a d a  S e n a t e  Debates, 
2 8 t h  P a r l i a m e n t ,  1st S e s s i o n  ( 1 5 6 9 )  (he re ina f t e r  
c i t e d  as S e n a t e  Debates),  a t  1 6 0 5 .  - d 

-'CHCD a t  7500 ,  CHCD 9828 ,  G o t l i e b ;  C o m m i t t e e  
P r o c e e d i n g s ,  a t  1 6 0 5 .  -B -- 

( K i e r q n s )  -Commi t t ee  P r o c e e d i n g s  a t  159-8. 
I 

. . 4  
(Goclieb) C o m m i t t e e  P r o c e e d i n g s ,  a t  2009-10.  

-+ 
 reti ti ah) CHCD a t  7509 .  ,. i 

L- 
-. 

( K i e r a n s )  CHCD a t  7 4 9 2 ,  C o m m i t t e e  p r o & e d i n q s  a t - 1 4 8 9 .  - 
- ,I 

( L e w i s )  CHCD a t  1 0 1 0 1 .  : - 
J -,AbT' 

3 P 

( L e w i s )  CHCD a t  1 0 1 0 2 .  

(~ewis) CHCD a t  1 0 1 0 3 .  

( S c h u m a c h e r )  CHCD a t  





Dalfen,  " T e l e s a t  Canada" - I p.183. . C 

V i c t o r i a  Da i ly  Times, August 1, 1970. 
'c -, 

E l e c t r o n i c  N e w s ,  September S ,  1972, r e p o r t e d  t h a t  
- W e s t  Union had s igned  a  c o n t r a c t  w i t h  Hughes f o r  
t h r e e  s a t e l l i t e s  s i m i l a r  t o  Anik a t  a c o s t  o f  . 
$20 m i l l i o n .  

Odlum, Brown and T. B. Read, "Spar Aerospace 
Products" ,  Investment  Dea le r s  Assoc ia t ion  of Canada, 
June 1978. 

FininciiaJTPXst Corpora t ions  S e r v i c e ,  a l s o  -Spar 
Aerospace Annual Report ,  1977. 

In te rv iew wi th  Hon. Min. J. Sauve quoted i n  Canadian 
Communications Report ,  6 J u l y  1977, p.8. 

\ - 

I b i d .  

Hudson, H . ,  Northern Communications, P i l o t  Study f o r  
DOC, Ottawa, 1974, p.26. 

G .  I .  Kenny, Man i n  t h e  North (Technica l  Paper)  , 
Communications Study No. I and 1 Montreal ,  A r c t i p  
I n s t i t u k e  of  North America, 1971. 

 bid., No. 11, December, 1971, p.41. - - -  -- - - -- - -- - 

CRTC Documents, I n t e r v e n t i o n  submit ted  by CTV t o  
CRTC h e a r i n g s  on T e l e s a t ' s  App l i ca t ion  f o r  Approval 
of  Telesat-TCTS Agreement, April-May, 1977. 

Vancouver Sun, Vancouver, November 15,  1973, p.23. 

CRTC, " T e l e s a t :  H i s t o r y  and Background", s t a f f  * 
working paper  prepared  from.evidence s u 9 i t t e d  i n  
t h e  c a s e  o f  t h e  Telesat-TCTS Agreement, p.Bl0. 
F u l l  p u b l i c  r e c o r d  i n c l u d e s  tes t imony V o l  1-18, 
i n t e r v e n t i o n s ,  i n t e r r o g a t o r i e s ,  and e x h i b i t s  submit ted  
b e f o r e  CRTC, February -- June 1977, (Ottawa) 
( h e r e i n a f t e r  c i t e d  as CRTC Documents). 

- 
"Te lesa t :  H l s t o r y  and Background", B9. 

T e l e s a t ,  P r e s s  Release #5, Ottawa, 1971, p.2. 



"Telesat: History and Background", B9-11. 

Ibid. 

Ibid. ' For detailed breakdown of 'financial in•’ ormation, 
see CRTC Documents, Testimony Vols I11 333-54, VI 
931-39, 954-978, VIJI 1298-1359, IX 1583-1617, 
XI1 2237-96, XI11 2313-2453. 

CRTC Documents, TcSlesat Exhibit #1, p. 11-11. 1 

1 

"Telesat: History and ~ack~round", p.Bl2. 

"Telesat: History and Background", B14. 

Ibid. , ~14-i6. 
- - 

Golden, David, "kk-~x~eriments with a Domestic 
~ommunications Satellite.Serving the Public", 
presentation to the American Institute of Aeronautics 
and Astronautics, Washington, D.C., January 29, 1974. 

Communications Research centre (CRC) Study-, quoted 
in Wyman, Telesat, p.21. 

CRC 'study, quoted in Wyman, Telesat, p.22-3. Wymanls 
comments on two-tier regulation, p.31-2. 

- - - - - - - - - - - - -- -- - 

CRTC Documents, Test2mony (~hompson) Vol. XI 1886. - 

Ibid., (~hompson) . 
Ibid. , p. 1888 (~hompson) . 
Ibid., Vol IX, 1417. 

1b=d., Vol. IX, 1315, Interrogatory CRTC -102, 
Appendix C Attachment 1. 

CRTC Documents, Interrogatory CRTC-102 Attachment 4.7. 

CRTC ~ocuments, ~estimon~ (Thompson) Vol .XI 1823, 
- -  relesaLE~hibitA5~. -- 
Ibid. (Thompson) Vol. VI, 939, and Telesat Exhibit #2. 

. Vol.XI 2137. 
& I  

Vol.VI 987, 982, 986, and Telesat Exhibit #5. 
AW 



Telesat Exhibit # 2 ,  Telesat ~xhibit #5. 

Telesat Exhibit #2. 

~elesat Exhibit #2 .  

Telesat xhibit 12. 

. Telesat Exhibit #2; testimony Vol. IX 1585. 

CRTC_Exhibit #A, _TelAe__sat ExhhS?%t #5. __- 
- A _ -  

. Telesat ~xhibit #2; Testimony Vol I1 236. 

. Telesat Exhibit #2; CRTC, Telecom Public Notice, 
CRTC 1977-2 (Ottawa) . - - - - - - - - - - - - - - - 

Bill C-5 (1975) An Act to Establish the Canadian 
Radio-Television and Telecommunications ~mmission 
came into force April 1, 1976. Referred 
Phase I of a two-step legislative process 
establish a new comprehensive Telecommuni 
Act is further delimited in ail1 C-43, P 
amalgamated the former Canadian Radio-Tel 
Commission and the Telecommunicati~ns Committee 
of the Canadian Transport Commission into a single 
regulatory body, - - - -- - - - -  -- - -- - - - - --- - - - -- 

See policy proposals contained in the federal 
government's Green Paper of April 1973 and the 
Grey P,aper of +March 1975. 

Canada, House of Commons Debates, Novernbe~ 1, 1967, 
p.374'6. 

Penny, R. G. "Telecommunications Policy and 
Ministerial Control", Canadian Communications, Law 
Review, 1970, p.14. 

The new legislation states, for the first time in 
telecommunications, sixteen policy objectives. 
The Ac t-also-_alloU- the Minisfir o r i c l a t b ~ - -  
to enter into agreements with the provinces and 
authorizes the Governor-in-Council the power to 
authorize the sharing of certain regulatory 
functions with provincial agencies; Further, the 
Bill empowers the Governor-in-Council to issue 
broad policy directions -- to the CRTC with .respect to 



the -tion& teIlec~mmunLcationspolicy. The 
Telecommunications Act will replace the Broadcastinq 
Act, Telegraph Act, the CRTC Act, the Radio Act 

B 

1 - 
and those provisions of the Railway Act and the 
National Transportation Act which apply to , 
telecommunications. i 

See Government of Canada, Department of Communications, I 

1 

News Release "Federal Government Reintroduces 
Communications Legislation", Ottawa, January 26, 1978. 
Also Buchan, Robert, J. "New Communications 
Legislation Explained" in In Search, Canadian - 
Co.mmu_n_icat~o_nsSQua~ter1yy, &gember 1977, p11_6-J8. 

Railway Act, section 320 (11) explained in CRTC Decision, 
August 24, 1977, p.19-25. Further regulatory 
considerations defined in p.25-42. 

- -  - -  - 

The arguments as Gesented here are compiled from 
all CRTC documents submitted in hearing Telesat's 
application for TCTS membership. These include 
interventions, interrogatories, testimony, final 
argument (written) and exhibits. For reference 
purposes the following abbreviations will be used 
to denote the sources.. Page numbers denote testimony 
filed within Vol.1-XVIIIE F.A. denotes written 
submission of final arguments, interrogatories'and 
exhibits referenced by number and responded with the 
-exwp.tio of C R E  2 2  February 77 f roqTelesat Canada - 
entitled "Rationale - Motivation - Alternatives - 
which will be cited as R & M. 

Ibid., p.2.52; R & M p.23. 

. p.204, 197; Telesat F-A.; p.247; R & M p.16; p.304. 

- . R & M p.23, Telesat F.A. 

- . p.2578, (CN/CP); CCTA - A. * 

. p.2799. 

. CAC Exhibit #lo. 
- . p.2890. 
. .  
- . CN/CP F.A. p.18-19. 
- . CN/CP, DCCA, CAC, CCTA, B.C. - F.A.'s. 
- . CCTA, CAC, CN/CP, DCCA - F.A.'s, p.2590. 



154. . CAC E x h i b i t  # l o .  - - 
- F.A., p.26; CGTA - F.A., p.7. 

. , 

5 6 .  CN/CP sugges ted  t h a t  a  r e d u c t i o n  i n  t h e  requi rements  
f o r  e x t e r n a l  f i n a n c i n g  could  be ob ta ined  by: 
1. Continuing f u r t h e r  usage of  t h e  6/4  technology 

whi le  t h e  s a t e l l i t e s  a r e  s t i l l  o p e r a t i o n a l  
i s  by s h a r i n g  p r o t e c t i o n  s e r v i c e s ,  l e a s i n g  
o r  s e l l i n g  Anik A i  o r  2 o c c a s i o n a l  TV . . .  unpro tec ted ,  . 

- -- ~ ~ t e ~ n a t ~ r o u & i - n ~ ~ o ~ - a m e n d i n g - a ; c c e s s ~ b ~ j C ~ t ~  - - 

by r e c o n f i g u r a t i o n ,  
2 .  Launching a n o t h e r  "b" sa te l l i t e  b e f o r e  proceeding  

wi th  t h e  Anik C . s e r i e s .  
This  is  expected  t o  r e s u l t  i n  red3ced c a p i t a l  
expend i tu res  "up i n  t h e  a i r "  whi le  f u l l y ' e x p l o i t i n g  
t h e  a v a i l a b l e  technology.  The DCCA D i r e c t o r  sugges ted  
t h a t  f i n a n c i n g  cou ld  be obth ined  through a government l L 

guaran tee ,  p r o v i n c i a l  gua ran tee ,  sha reho lde r  guaran tee ,  
i s s u e  of s h a r e s  t o  p r o v i n c i a l  g o v e r m e n t s ,  t0 u s e r s  . - - 

i n  t h e  manufactur ing and equipment i n d u s t r y ,  o r  , ** 

investment  by c a b l e  and b roadcas t ing  companies. 
The r e p r e s e n t a t i v e  on beha l f  of  t h e  Onta r io  M i n i s t e r  
of  T r a n s p o r t a t i o n  and Communication, concludes t h a t -  
t h e  f e d e r a l  government should assume r e s p o n s i b i l i t y  

- 

-- for- shor t -  t e H h a & r l r .  k 
-- 

7 

- . .  , 457,- . DCCA, Onka~ ie ,  CPJ/CP, B.C. I n n u i t  T a p i r l s a t ,  
CCTA, CAC - F.A.'s. - . 

158. CN/CP - F.A., p.29; DCCA, On ta r lo  -- F.A. ' s ,  CCTA - F'.A. 
p.8. 

159. . B.C.,  CAC, - F.A.'s. 



. DCCA, -- B.C. - -  F . A . ' s ,  C N / C P , E x h i b i t  # 2 ,  . 
CAC - F.A. ,  p . 4 9 ,  CCTA - F.A. ,  p.5, DCCA - F.A. ,  p . 1 4 ,  
B.C. . -  F.A. p.8. 

p . 3 3 8 ,  T e l e s a t  F.A. 

p.198. 

p . 2 4 1 ,  3 5 6 ;  B .C . -Te l  

CRTC-04; TCTS - F.A. 

R & M, p.5. - - A - - - A - 

T e l e s a t  F.A.;  R & M ,  

I n n u i t ,  101-5. 

B e l l ,  F.A.,  p.385. 

B.C. T e l  - 1 0 4 .  

B e l l  F.A.; BC T e l  - 1 0 3 .  

CAC, B.C. - F.A.;  DCCA - F.A. ,  CN/CP - F.A. 

p . 2 7 8 5 .  

DCCA - F.A. 

I n n u i t - T a p a r i s a t  - 
Arctic Gas - F.A. 

F.A. 

p. 3 0 7 0 ,  

R & M, p . 1 7 .  . 
p . 3 0 6 ,  3 4 0 .  

B.C. 1 0 1  - BC. T e l .  

F.A., 

F.A., DCCA - F.A. , p.38, O n t a r i o  - 
F.A.,  p . 4 3 - 4 .  



. p . 2 7 5 0 ,  CN/CP - F.A.  p.31. 

. T e l e s a t  - F.A.  

. p . 2 4 2 ,  2 6 0 ;  T e l e s a t  - F . A . ,  p . 2 0 .  

. B.C. 2 1 9  - T e l e s a t  p . 2 2 ;  T e l e s a t  - F.A. 

. CN/CP - F.A.,  p . 4 6 ;  DCCA '- F.A. ,  p.3; p . 2 7 7 2 ,  
O n t a r i o ,  CCTA, CAC - F.A. t 

- ALL - - - - - - - - - 

CCTA - F.A. ,  P.5. 

CN/CP E x h i b i t  # 2 ,  p.5. 

CN/CP - F.A. ,  p.13. 

CN/CP - F . A . ,  p . 2 5 .  ' 
. . 

DCCA - F.A. ,  p . 4 0 ;  O n t a r i o  - F . A . ,  p . 1 6 .  
A 

DCCA - F.A. ,  p . 4 3 ;  CCTA - F.A. ,  p.15; CN/CP - 
E x h i b i t  # 4 .  

- . DCCA - F.A. ,  p . 4 1 .  

- . DCCA - F,A.,  p . 4 2 ;  p . 2 8 9 3 ,  

C a n a d a ,  P r o p o s a l s  f o r  a C o m m u n i c a t i o n s  P o l i c y  fo r  
C a n a d a ,  M i n i s t e r  of C o m m u n i c a t i o n s ,  O t t a w a ,  1 9 7 3 ,  
'-(~reen P a p e r  ) . 
C a n a d a ,  C o m m u n i c a t i o n s :  S o m e  -Federal Proposals, 
canad;l , nt+;aw2, 1 9 7 5  ( G r e y  Paw'-) 0 .  

CRTC T e l e c o m  D e c i s i o n  ( 7 7 - l o ) ,  p.1. 

 bid., p . 2 .  - 



207. Ibid., p.1. 
- -  --- - 
208. - Ibid., p.2 - explanation of Commission's decision 

regarding rates, p.25-34. 

209. Ibid., p.3 - explanation of Commission's decision 
regarding discriminatory ruling, p.34-42. 

210. Ibid., p.3 - explanation of Commission's rulings 
on the issue of general public policy, p.42-56. - 

211. "Cabinet Ruling Allows Telesat to Join.Telco'st', 

2 L  

Vancouver Sun, November 4, 1977, C9. 
- L-p -- -- -- - - 

212. Wright, Arthur, "An Examination of the Role of the 
Board of Transport & Commissioners for Canada as 
a Regulatory Agency", 1963, Canadian Public 
Administration, 349 at 352-3, 362-3, 376-385. 

- 
L - -- - -- -Lp 

- - - - -- ---pp p-p- 

- 213. Petition to Governor-in-Council by ~elesat Canada, 
pursuant to Sec. 320 (11) of the Railway Act - 
(September 15, 1977) ; Petition to His Excellency 
ehe  overn nor-in-council by Bell Canada by virtue 
of Section 64 (1) of the National Transportation Act 
for an order varying or rescinding the decision 
of the CRTC, August 24, 1977 (September 15, 1977). 

214. Consumers Association of Canada, Letter to 

- - - - -  

. Rt.~on. P. E. Trudeau, Prime Minister, dated 
Septher 2skFw,- -- -- -- ----. 

215. CN/CP petition ko the Supreme Court of Canada. 

216. Interview with Hon.Min. Suave, quoted, in Canadian 
a Communications Reports, 6 July 1977, p.8-9. 

CRTC Press Release, Ottawa, November 4, 1977, L L / .  

recording receipt of Order-in-Council, R.C. 1977-3152, 
in which  overn nor-in-Council has varied the 
Commission decision and approved the Telesat-TCTS 
agreement. "Federal Cabinet Overturns CRTC 

- - - - - - - - - - - - - - 

DecTsion" Vancouver Sun, November 4,-7 7. 



For EZBt@q-=inte&k-ve regard i ng- 
"riftn, p.10-ll., Geoffrey Stevens, Globe & Mail, 
September 27, Ann Duncan, Vancouver Sun, November 4, 

, 

Memo quoted in Geoffrey Stevens column, Globe & 
Mail, - September 27, 1977. 
Ibid. - 



- 251 - 
+ - 

- A -  - 

. <. -  
PART THREE - AN EXPLANATION 

- - - - - - - S 
J- - 

CHAPTER SIX - AN 'HISTORICAL RATIONALE 
The examination of the polidy story surrounding 

Telesat, by placing it-in its irnniediate historical - 
i 

context and tracing the decision3 which represent 

policy, has shown how conflicts of interest arose to 

initiate policy making, how they were subordinated 
>- - - -- -A A - - -A -- - - -ud.L--&L-- 

,. 

through temporary concessions and how a resolution of . 
compromise was renegotiated in the form of the Telesat- 

negotiation process begins with defining its historical 

rationale within the broader framework of political- 
- .  

economic relations. examhation of the general 

theme of the historical relationship bekween business 
* ."- .. 

respect to patterns of con•’lict and the assumptions 

and values prevailing in the political. environment 

which condition and constrain the immediate policy 

process, The regulatory environment then examines 

dynamics within a specific relationship, 

these 

1. SIGNIFICANT FEATURES OF GOVERNMENT-INDUSTRY RELATIONS 
P 4 

4 -- The naatIto5Z ecbno*iiic-~~ I i Q j 5 i s t h i - i E 5 f i ' i - b ~ ~ v e  

histo~y. The distributive effects of national economic 



- 2 5 2 -  - - - ' -  - - -- 

- - poLicies have structure$ I the ecenomy in particular 

b patterns. The principa features of attention here 

are : 

1. that there is a high degree of corporate 

-concentration that is controlled by an elite of 

the economic power structure; and 

2.' the elite is fractionalized by virtue of the 

sectors of the economy, their size, strength 
- - - -- - 

and nature of c~trol~exer~ls=~r - -=--- pp 

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 

The state's role, whether in nation-building or 

managing the 'economy, has been pervasive, but it has 

not significantly altered the power structure of 

economic relationships which dominate the affairs 

of the nation. - 

The interests a d  benefactors identified through the 
-- pp pp 

process of policy formulation and implementation as . -- 

regards satellites Has shown how a degree oi conilict 

has been resolved through the Telesat-TCTS agreement on 

the justification q$ being in the national interest. The - 



events can be linked to ~JI historical rationale to 

substantiate the prioritization of criteria upon which 

the Cabinet decision was based. The- historical rationale 
* 

attempts to offer a means of understanding that 

prioritization from a br~ader~perspective. The features ' .  

1,. 

a structure of economic power, i t ~ ~ v i s i o n s  and " 
Y '  

conflicts, and a relation to the - -  rob& of the .state in . c - 
- - 

- 
- k 

- - - - -  - - -  - - -  

J " b" 

policy decisions which demonstrates a *congruency-between t 
4 

dominant~economic interests and policy decisions, ' ' . . D  

particularly national policies, Satellite policy 

deveJopments similarly demonstrate a congruency between " 

the dominant economic interests involved and the 

- -- - po-l i ,  -posi-tiOm-t& en, - -- - - - -  - - -- - - - - -  - -  - - ---F-- 

I 

I - 

a. Characteristics-of the National Economic Structure * + -  ,- 6 

By identifying characteristics of the national 

economic structure in terms of the level of7 concentration '. : 
* < 

and the pattern of ownership and control, it becomes ' I  

4 

apparent that competiki8in is a primary economic . 
&t 

imperative, is lacking in the actual industrial structure 
- - - - - - - -- - - --- - -- - -- - -- 

a and in the rationale behind the 



:* 
< I 

. - J 

- - - 2 5 4  - , . r  - - -- --2A- - - -- 
? 

for the Current corporate arrangement. These points, 
4 - -  

are essentikl to the discussion of satellite policy 
-. 

in "$hat.aey locate, the corporate interests involved P 

in the overk2,i picture and substantiate their claims 

m- 
in the discpssion of how competition as an issue is 

* -- - 

perceived within satellite policy 'negotiations. 

The 

Political. Significance of 
Economic Characteristic? 

level of corporate concentration and the nature - 

of divisions within the elite are aspects of the 

Canadian economy .which hav.e important implications 

for understanding the relationship between the 
0 .  

economic and political systems. These aspects are 

not compatible with traditional economic 

an efficient market ,system. Nor does it 

with pluralist conceptions of society in 

theory of 

sit comfortably 

liberal 

democracies. It force% recognition of the commonali~ 

to both; competing interests are not equa3 either 

in the marketplace or political system. A; Rosenbluth 

has argued, the ~aAadian corporate structure rqflects 
----ppp - - --- . 

*the inequalities which stem from the present 

1 concentration'of economic power. 

I . . 
factor for political analysis because of its 



implications. ~conomic power, as a condition 
- - --- -- --A-p---- -- --- Lb 

determined by the distribution of resources and 

control over economic activities, accrues as a result 

of concentrated ownership and produces an economic 

elite. Though e~onomic'wealth, in terms of the 

allocation of resources, does not. necessarily 

translate into an equivalent degree of power, wealth 

in the economy 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 CTnadlan economy does not now, nor did it 
A 

in the past, resemble the competitive structure 
- 1  

deemed appropriate to an efficient capitalist market I 
I 

0 - 
economy, is:generally granted in the literature. It 

is commonly recognized that our current economic 

structure bears a high degree of corporate concentiation. 2 

The findings of the Royal  omission on Price Spreads ' 

(1937) , which followed the Berle and Means Report 

-- -- 

in the United States, when first published "caused 

considerable concern because they were sharply at 
4 

variance with stereotypes of a competitive economy 

which were then prevalent in the minds of economists 



as well as members of the public at But 
- - - -- - - - - -- pp * 

even with the acknowledgement of the level and 
a 

trends of concentration, policies to implement 

structural changes towards a competitive environment 
-/ 

have not been pursued. 

The Royal Commission on Canadian Economic Prospects 

corporate, concentration but sanctioned the pursuit 
J 

of such prospects as necessarp for achieving ec_ommies 
- - - - 

of scale sufficient for developing specialized 

industrial capacities. In 1968, the-Task Force on 
B 

the'structure of Canadian Industry (Watkins' Report) 

provided an analysis and proposals which ran counter 

to established tenets of neo-classical economic 

Johnson, stalwart -representative of'continentalist 

beliefs. The response from the (then) Minister of 
F -  A 

Finance, Mitchell Sharpe, was that it represented 
\ 

only the personal view of a few academics and had no \ 

bearing upoh policy. Kierans has i +  

described the economic structure of the 1970's as one 

The recent findings of the Royal Commission on Corporate ' ' 

Concentration (1978) furkher endorsed the levels of 



concen t ra ted  econoqtic powe; as necessa ry  and 
i 

> - - -- - - - - - - - - ,  , 
3 

+ 

6  advantageous t o  Canadian economic growth. b 

I 

e 

3 ,  

Who Holds t h e  Power? 

A c r i t i c a l  f e a t u r e  o f  c o r p o r a t e  c o n c e n t r a t i d n  and 

t h e  s t r u c t u r e  o f  economic power r e l a t i o n s h i p s  i s  t h e  

p a t t e r n  of  ownership and c o n t r o l  i n  t e r m s  of who 
- - L2u - -- -- - - - A A - - 

& 

h o l d s  t h e  power. I n  Rosenblu th ' s  s t u d y  (1961) o f  

c o r p o r a t e  c o n c e n t r a t i o n ,  he found t h a t  on t h e  i s s u e  

o f  ownership and con+rel oS2am.p c a z p ~ r a t i o n s  A- --A- - - -- 
lL 

Canada, t h o s e  i n  c o n t r o l  could  be c l a s s i f i e d  i n  two 

groups: " f o r e i g n ,  p a r t i c u l a r l y  U . S .  b u s i n e s s  i n t e r e s t s ,  
-. 

t 4-5 -+; 

and a small i n t e r l o c k i n g  Canadian economic e l i t e " .  
7 

2% 

With r e s p e c t  t o  t h e  latteq; he remarked: 

" I t  i s  t h u s  e v i d e n t  t h a t J c a n a d i a n  domest ic  
- c o n t r o f  led--dominant c e r p o ~ a t i o n s -  ppp-p 

c a r e  of a smal l  and homogenous group 
r e p r e s e n t i n g  by class and s o c i a l  background 
a ve ry  narrow segment o f  t h e  popu la t ion . "  8 

Porter 's s o c i o l o g i c a $  s t u d i e s  of  t h e  1950 's  documented 

t h e  v e r t i c a l  a s p e c t  of  Canadian s o c i e t y  c o n t r a d i c t i n g  

t h e  n o t i o n  of  h o r i z o n t a l  p l u r a l i s m  and e s t a b l i s h i n g  
t 

t h e  b a s e  f o r  f u r t h e r  s tudy  o f  t h e  n a t u r e  of  " e l i t e s " .  9 * 

--a1 ~ m r p o r a t l o n s ,  bdvc hclpcd t o  u b n t i f y  

t h e  economic power s t r u c t u r e  and i t s  r e l a t i o n s h i p  

t o  t h e  b u r e a u c r a t i c  power s t r u c t u r e  o f  t h e  s t a t e  - 



3 

- 258  - O 

- 

apparatus. lo What becomes evident from these studies 
- - -  - --- -- 

is that there is an increasing interpretation between the 

corporate elite and the state and political systems,' 
Y- 

- > 6 

the importance of which is paramount to understanding L 

the role of the state in face of the postulation that- 

it performs an unbiased role as manager of society. 

Presthus' examination of Elite Accomodation in Canadian- 
- < u--pL------- -- 

Politics, caused Rea and McLeod to remark that perhaps 

"we have failed to recognize the essence of our 

political economy as unrelated to liberaldemocratic 
-- - 

concepts". 11 

The Wielding of Power 

Finally, though ownership and control of Canadian ez- 

corporations rests with the few, several authors now 
- - 

------p-p-p- -- - - -- - - - - - - - 

note the elite is itself subject to "divisions". 

The notion of intra-elite conflicts is a key concept . 

in defining the role ana function of the state and 

. - the formation of policy. 

The-structure of the Canadian economic elite is 

segmented by the nature of,control over various 

each sector to the locus of power in decision-making 

in corporate planning and its effects on the Canadian 

economy. l2 The dominant foreign industrial giants 
- - - 



whose -- powerful influence affects .the direction of 
-- 

economic development in Canada, by their transnational 

character are exercising decision-making often from 

outside Canadian boundaries. The indigenous. 

capitalist strength which has developed internally 

\ must co-exist within the influence of multinationals 

- A - - a Lu-(primarily U. --a S. ) economic - - domination. - - - - - 

- 

It is evident 

from the studies of Naylor and ~evittl~ that the 

Canadian dminant elite have demonstrated a cooperation 

whose interests may conflict in specific issues, 
a 

8 ' 

continue to share a concomitant interest 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 in the resulting suppression of an indigenous 

industrial force. 

Foreign investment in Canada is concentrated the 

manufacturing and resource sectors or sphere of 
- - - - - - - - - - 

- 

production of the economy, =re-fhance , t m n - s p r r r m  

utilities and mass media tend t o b e  i1-1~ 

controlled. Clement's data on dominant corporations 

defkes fractions of the capitalist class in 
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correspondence with dimensions 

- - - - - - - - 

of control, size 
- 

and sector of the economic activity with which they. 

are associated. l4 In Canada, he applies the following 

distinctions : the dominant indigenous, the middle 

range indigenous and dominant comprador, to the 

differing industrial a ~ d  commercial sectors and 

their relative position in a hierarchical structure 

of power relations. - - . n 

The seat of power in the CanadFan econornicstx-tlctu~e-- 
? 

is the dominant indigenous elite controlling finance, ' 

s 

transportation and the utilities. The other powerful 

fraction located in branch plants of foreign controlled 

multinationals, is referred to as the comprador 
??, - 

Canadian economic elite, as it functiong,as the go- 
- - - - - - - - - - - - - - -t"_ - -- - --- 

between for the parent companies. The middle range 

3 ,, indigenous fraction of the Canadian capitalist class . %. 

is in a subordinate position to both of the dominant 

fractions. Its activity is mainly centred in 

small scale manufacturing. 15 

iii. Structural Implications k 

~ k e i f i g e n m s - d o m i r r a n t - ~ - ~ h - a v e k n h -  

h ~ a m u i s  his-kesi;cns sluekk-as-lani s , Ai tkcn 2nd 

Naylor,16 to be historically tied ;o the imperial 

commercial capitalists who facilitated the staples 



extraction . 
capital for 

established 

This was -- done through the provision of 

transportation links which thereby 

an alignment between financial 

institutions and the transportation sector which 

created the base for Canadian indigenous capitalist 

investment, m d ,  in the process they have been left 
C .  ' 

- - controlling the means of circulation rather than -- - L p  - - - - - - 

production. The extraction and production industries, 

having developed from entrepreneurial to corporate 

largely in the control of foreign investors and h 

shifted with the locus of power of the economic 

metropolitan centre from British Colonial imperialism 

to U.S. economic control. An indigenous secondary 

industrial - - ~  -- capacity ------ ~ has never fully developed in 

Canada and indigenous manufacturing, perhaps the . 
weakest element in the Canadian capitalist class, 

has had-its growth curtailed by the presence of 

multinationals and the dominant indigenous financial 

institutions which have not ventured to risk capital 

while more secure possibiliti4 exist. As Levitt 17 

has demonstrated the iack of development of an in-depth 
- --- --- -- 

indigenous industrial effort is ' constrained by branch 

plant corporations which function to siphon off capital 

"2 f~r~lmperial interests rather than reinvesting in 
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Canadian research and development or secondary 
- - - - -- - - -- - - - - - - - - - 

capabilities. 

 he-resulting dependency model of incomplete 
& 

capitalism or of a hybrid capitalist economy as 

Canada has been termed,18 is inconsistent with the 

growth model of liberal economic theory. Competition 
- a - -- - A - - - -- - - 

remains secondary to efficiency, and efficiency is 

sought through concentration of corporate ownership 

and eonere&, and spee-i*Lizatiort- - F & ~ E ~ - ~ I Z E F - - - - = - - -  - 

diversification. Satellite policy exemplifies this 

aim, both in the justifications for the merger of 

operating facilities (the Telesat-TCTS agreement) and 
6 

in the area of developing ancillary industrial capacity. 

The elite in this structuring of economic interests 

is segmented or divided in correspondence with the 

sector of the economy with which they are associated 

and its strdtegic position within the maintenance of 
a 

fhe national economy. Telecomrnunications is within 

the indigenous elite and a sector of increasing 

significance in the nationa economy. ' Bell ~ahada - is \ the dominant firm within the in ustry and congruently 

- --- - a  &ominant - p o w e r ~ ~ - ~  t~atio11%icaYe---- 



b. National Policy: _~_hp~enueof~xpression 
for Economic and Political Interdependence 

In the examination of historical policy instances L 

which have been fundamental to the development of 
a 

theeconomic structure as described, the circunsf ences 

and nature of state interventionism hare particular: 

characteristics. By tra&ing how the state has . 
-- - -  p----L----L---- -- - 

intervened in the past under conditions of national 

policies and in the national interest, these terms 

proQide a specific historical meaning of "national 
- - - - --- - -- ---- - - ---- - - - - -- - - - - 

--- 

interest" e~sential~in undersBnding the creation of 

Telesat as the embodiment and expression of national 
* sr 

objectives, the Pelationships it represents, and 
3 

Cabinet's resolution for its sake. 

That the arrangement- of a economic power ad described 

has developed, is largely dependent on the role of 

the Canadian state in economic policy and the political 

and economic interdependence which permeates our 

history. The interventionist mode of the Canadian 
* 

state is central to national development. Much of 

qovernment intervention has been c 1 w j f i t . d  -a1 
- - 

policy essential to nation-bu4ldinq. Some examples 

6f these will be offered in the following,as a means 

of suggesting a pattern in the developmental process. .. 



The term "national policy11 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 

together, they provide a legacy which is carried,by 
r 

A -  -- - -- - - - - A-- -- -- 

the term today. 

The t e r m  o~igh~s-~k~&&*s-~&kion&&*e-y- 

of 1878, but is often used in reference to the a 

strategies of the ~acdonald-Laurier governments. 
h 

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 

strengtIf4of the economy. For Macdonald's Conservatives, ' 

it specifically referredSto the protectionist measures 

of the commercial policy taken by the   om in ion. The 
t 

efforts of post-Confederation governments~.(Macdonald- 

Laurier) to create a national economy, encompass 

what Macintosh referred to as three national decisions 

- - - - - - - - w h i c k - o f t e n a r e t a h r t c ~ e p x s t m e o m : f  irst national A 

* 

---- -pe~~sy. 20 ~hocc wero: 

1; the settlement and development of newly-acquired 
' 

territories of Rupert's Land and the ~orthwest; 



3 .  the prote8tive tarigfs aimed at fostering .-. 
- %  .- .- L - -, 

industrialization in the -Canadian heartland. 
- w 

Usage of the term from.this era on, takes on a more 
2 .. 

broadly defined interpretation of national policy, 
L -- m+i-s-appki ed ,-as UG cs ssLve--and--mu1 tip1 e-po L i u e s  

undertaken by Canadian government to establish a 

national economy. From this perspective, th$ 
- -- - - - - - -- -- -- - - 

complexity of decisions which have shaped - and stimulated 

economic activity denotes responsibility for national 

policy. In this sense the significance of the usage 

of the te>m, whether referring to ,explicitly directive 

decisions or the cumulative responsibility of 

- - --- - i s  4 -  irr the--impactthese-deci s i o n s h m -  

on the economic structure. The consistency of effect 

defines the useful meaning of the term, Instances - - 

of national policy decisions will be examined through 
- 

three eras of development. 
0 ' + - 

ii. Post-Confederation Efforts 

The developmental efforts of the Macdonald-Laurier . 

national policy- creating a transcontinental northern - 
& 

/economy, enhanced terdependence of the regional 
/ - 6 

economies while promoting a mercantilist relationship 
- - - - - - - - - 

between the metropolis of central Canada and the . . 
r- 



western hinterlands, Referred to by R. Crai~Brown 
?% 

as a political nationalism expressed in te&skjof 

tarif • ’ 5  and railways, 21 at the behest o f  aominant 

business interests of central ~ a n a d a , ~ ~  it reinforced 

the disequilibrium of integration that Innis 

critici~ed,~~ by tinkering rather than structuring 

the economy. - 24 - Creighton - -- -- - ' s - analysis - - A - - - - df the. influence 

of the St. Lawrence merchants in setting the policy 

agenda implies the imperialistic tendencies of the 

< materialism" which was an early manifestation of the 

Americanization of CanadawZ5 Aitken has termed this 

process of natlon-building as "defensive expansionism". 26 

The manner in which these policies came to be formulated 
- - - - - ---- - - - -- - - - - - . 
was determined by the nature of the political and' 

m 

economic interdependence established by colonial - 
- 

imperialism. Fowke has analysed th= design to 

transform ~ritish North America into a political and - 

economic unit as the policy'of the colonialists in 

which "confederationn was its main constitutional 

instrument. 27 Sn describing the political and 

economic structures as the manifestations of an impulse 
.L 

1 

- to establish a transcontinental economy, Smiley has 
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pppp-p- 

"The s t o r y  i s  w e l l  known of how dominant 
business  i n t e r e s t s  of  B r i t i s h  North America 

0 
s 

w e r e  f r u s t r a t e d  from pursuing t h e i r  o-ectives, 
f i rs t  within- an imper ia l  framework by 
dismant l ing t h e  B r i t i s h  p r o t e c t i v e  system 

, . and later  wi th in  t h e  con t inen ta l  one, by 
a c t i o n s  of  t h e  government o f  t h e  U.S.A." 28 

Ifi c o l l a b o r a t i o n  wi th  t h e  c o l o n i a l  p o l i t i c a l  1-eadership . - 
t he se  i n t e r e s t s  t h u s  turned t o  t h e  c r e a t i o n  of a 

/ 

t r a n s q n e n t a l !  nor thern  economy. 
--pa LA--- 

-------L-------- - f- . 
-'--?-- 

- > 

i 

I nn i s ,  i n  h i s  s u b t l e  manner, makes in fe rences  t o  ebe 
. f l+ 

- 
-- - -- - r 

- -  - - -  - 

, - n ~ t l ~ e ~ o f - ~ p ~ ~ i € i c a ~ e c o n - c - Z n t  erc5ependenCnCeandandandp 

t 
I n a t i o n a l  development: 
t 

7 

" I t  is no acc iden t  t h a t  . the  p resen t  Dominion 
1 co inc ides  wi th  t h e  f u r  t r a d i n g  a r e a s  o f  
1 North America." 29 

i "The r e l a t i o n s h i p  which was e x i s t i n g  wi th  

i u t h e  opening a•’ Western Canada i n  which 
important  o f f i c i a l s  of  t h e  Hudson Bay + - - - - - - -- - -- -- 

Company w e r ~ r o ~ ~ t i i h e  act  L v r t i e s  ' 

o f - t h e  B a k  of  Montreal, oE t h e  C.P.R. and 
of t h e  Dominion government was n o t  
acc iden ta l .  " 30 

- 

+ 

f . *  
I 

.c The economic ties e s t a b l i s h e d  through t h e  c r e a t i o n  of -% 

a staples i n d u s t r y  i n  t h e  colony r equ i r ed  the 

p o l i t i c a l  i n f r a s t r u c t u r e  of nationhood. Confederat ion 

permit ted t h e  necessary degree of  p r o t e c t i o h ' b o t h  
v % 
-- --- -- -- 

•’,or and-aga ins t  each o r t h e  imperialist p o w e r s  w h i l e '  - 
maintaining the m e r c a n t i l i s t  capi tal is t  economy qf a 

d e v e l o p i n g  na t ion .  The n a t i o n a l  p o l i c i e s  
* *  

. undertaken by €&e s t a t e  i n  c r e a t i n g  a n a t i o n a l  and"  
- 
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I 
transcontinental economy were as much a political 

. 
-- - -- - 

as an economic achievement, As to the-manner in which' . 
i - 

policies were stated and implemented, ands-whether 

the initiative can be ascribed to*priuate *economic 
J .  

- 

interests or government as a public; b0dy;:the nature .. * '  

and extent of the political and ecbnomic interdep$dence 

is commented upon ,in the followi'ng as kitken concedes 
_l.*__l__I L----~- - - -- - I--.+_-- - - -- 

tha,t: 

"The assertion that the state in\the form of 
the federal government was merely acting as 

-- - - - -- - the agent -or-- instrument of private- economic - - -- 

interests - the same interests that had . , 
worked to achieve confederatTonr the sale of 
P.B.C. lands, and the chartering of a * 

' Pacific railroad - could probably be 
supported." 31 

But he stipulates that the distinction" between the 

state and private - enterprise hs applied to Canada 

-often s e w  artificial ._This_&cklzf disfinckioILhas---- 
- - - - - - - - - - - - - 

led to S. D. &Lark's analysis of Canadian development 

-of a politfgal_ community and value system as 
0 

essentially bureaucratic-elitist, marked by the 

"creation of business, polstical-, religious and 
C 

cultural interests seeking the establishment of a 

monopolistic system of contrbl. ,32 

-- - - -- -- 

, ~ h u s  the national pblicies of ~anada's first fifty 

years in its attempts to establish a national economy, - 
9 

entrenched a particular set of dependency relationships 

b in the 'economic structure internal and external to 



the nation, which were maintained by the political 

inhere, # 
ructure to which it was intrin' ically tied and 

-1 "- 
'\ 

m y  fused. 

iii. Post-War Efforts 

The national policy Program of the Macdonald-Laurier 
\ 

era was not seriously modified until the ondyt of 
- - -- - -- - -- - A- A- a - -- -- -- - - -- -- A 

the depression. After the First World War, the 

federal government found itself without a coherent 

- 
- - - - - - - 

set of national economic objectives .--- Eowke has - 
-- -- 

- -  - 

3; - 

characterized the inter-war years as "a groping 

towards a New National Policy!', 33  The limited 
9 

responses of the federal government to directi g 
- - & 

economic development during this period have been P 
deemed inadequate by Smiley, who postulates what 

-- - -- - -- - - . -- * 
he conCsideraed to be two alternatives that can be 

d 
1 4, . - 

regardedsas surrogates for a national policy, 34 one 
4 - - - 

is the formulation for.financia1 arrangements set out 
1 3 

in the report of the Royal  commission^ on Dominion 
, . 

4 Provincial Relations  o ow ell-~erois) published in 

- \  
1940. (The &well-~erois Commission had a profound 

effect on the evolution of financial arrangements of 

- -  - -  + &  C a n a d i a n  f- pr-c t w h  -- 

: the depression and mobilization of resources for 

World War Two and after, for reconstruction.) 
. - 

The. other was th-e' White Paper on Employment and Incomes - - 
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and the Green Book Proposals of the Dominion 
- - - - - - 

Conference on Reconstruction issued in 1945. Keynes' 

General Theory had influenced the proposal o•’ a full 

employment policy. 

u 

The objectives bf national policy at this time were 

with respeet to public welfare,, agricultural 
- -  - --- --- -- -- A - - PAL - - ---AL--- 

' 36 ~t was apparent policy and monetary management. 

from the recommendations of the Rowell-Serois Commission 

for the e-con~m~ic an& s o u -  cond i t i ons~he - I )on r ik io - - -  - 

which had become painfully exposed in the years of 

the depression. Fowke's analysis of developmental 

efforts in this era with respect to agricultural 

policy concludes that "the major difference of. the 

new national objectives relates to the modification 
-- -- - - -- -- - 

of the national view concerning the price system in 
-. 

relation to the agricultural economy. 37 particularly 

significant are the policies enunciated in the alms 

of monetary management and their effects on the 

economic structure. Policies to these ends were * 

strongly influenced by Keynesian economic analysis. 

The keynesian influence became manifest in government . 

4 

Macintosh who were committed to its practice. 38 
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Since World War Two, corporate  income t a x  has become 
- - - - - - - - - - - - - - - - - 

a s u b s t a n t i a l  t o o l  of po l i cy ,  which as Kierans p o i n t s  
P 

F 

o u t  i n  t h e  i n t roduc t ion  t o  Naylor 's exhaust ive  

s tudy  t r a c i n g  t h e  shape and s t r u c t u r e  of t h e  Canadian 

business  economy, does no t  support  t h e  no t ion  t h a t  

Canadian economic po l i cy  w a s  committed t+ encouraging . 
a competi t ive environment. 39 Rather,  t h e  t a x  system 

a manner'which shows t h a t  " t h i s  has been t h e  b i a s  

i n  t h e  Canadian t a x  s t r u c t u r e  s i n c e  World War-Two, - 

-- - 

- 
- -  - - - -  - - -- - - - -- 

a s  government policy-makers have equated e f  

wi th  s i z e  and d i sc r imina ted  aga ins t  t h e  

labour by f a ~ o u r i n g ~ c a p i t a l  investment v i a  t a x  

concessions and subs id ies .  l f40  O r ,  a s  Cy Gonick has 

r e f e r r e d  t o  it, a s  t h e  p r a c t i c e  of "blue  c h i p  

7 

  he aims- of s p e c i a l i z a t i o n  through concent ra t ion  has 

been a po l icy  d i r e c t i v e  s i n c e  t h e  Royal Commission 

on ~ a n a d i a n  Economic Prospects ,  where t h e  ca se  was 

made f o r  encouraging corpora te  concentra t ion on t h e  

r a t i o n a l e  of t h e  neces s i t y  f o r  achieving economies . 
i 

of scale a t  t h e  expense of forfeiting- c 

of t h e  Combines Inves t iga t ion  A c t .  ... 



"In the circumstances we suggest that the . *. 
- ---- R ~ S  trict iv?ua&i-- 

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." 4 2  

Further study of the tax structure as applied to 

corporations, has led Kierans to conclude 

single A 

- - 

economic power has been and is federal policy. "Despite 

d - 

- - - - - - - - i - - - 

competition andthe virtues of individual enterprise 

and initiatives, no Canad+.n government has ever 

,143 believed in,to the extent of practising such a doctrine. 
'I 

They could not afford to wait for the slow processjon. 

of natural diversified and bala ced growth. IF 
Comprehensive national economio policies of the order 

2 
/ - .  

of the old national policies are absent in the post 

war years. National objectives such as a full employment - 
policy and maintaining 8'conomi.c stability supplement + -  

full scale policy proposals for national economic 

development. The major role of the state' lay in \, 
i 

managing short term economic stability through the 
-, - 

- - - 

instruments of monetary and fiscal palicy, internatidnal . .  
Z L  

trade policy and public debt manqgement. Smiley ' . - 
* 

asserts that "the Keynesian prescription 'as it was 
- 

- received in-Canada, was agnostic about the structure 

of the economy and the interprovincial distribution 
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- - - - 

of economic activity". 4 4  Imputations of agnosticism 
- - - - 

neglect recognition of the increasing degree o 

foreign penetration of the basic industrial 

that was developing and of the extent of concentration 

-3 of ownership and through indigenous and 

multinational 01 lies. 

iv. Contempoyary Directions - 
"An Industrial Strategy" 2% Since the 1960's there has been an emerging national 

- 
- - - - - - - - -  - - - -  - 

- - -  
I '  

policy formulated by legislative aad administrative s 7 4 

3 

45 . measures often designated by the term "industrial strategy". i 

". 

Smiley parallels this with the older national po icy 
R 3 w.  

in that they both are directed towards deliberate 
% ' 

action by the federal government to structure the 

is the prescription of a Canadian economy with a 
* - 

Pighly developed capacity for indigenous innovation * - -& 

and a progressive science policy to promote technological 

progress. 47 But as Wtkins has forewarned, there has 

been a reluctanc6 to acknowledge that national economic 
a: 

development requires domestic entrepreneurship to 
.L- - 

I 
lead the growth process. 48  This process in Canada 

is highly dependent on the resource sector of the 

, economy as the pace setter for development and that . 
an indu trial policy cannot ignore the problem of t 

- - 

, foreiy ownership and control in addressing policy 
I 

didcted toward nati~nal economic development. 



Central to the issue of industrial -strategy is the 
- - - - - -  -- 

debate on technological progress and policies such 

as an advocation for reciprocal free trade or the 

escalation of world scale national corporations in 

the Canadian market. The technological debate is 

concerned with the advantages and disadvantages of 

promoting increased industrial capacity through 
" - -P - - - -AL--L---- 

indigenous technological innovation over importation 

of advanced technology. Advocates of"importation 

m 2 Z y  -&iqrwZMree-t ratde-eph-f rosoph%= r j-ec€inT 

/ 
componentsBof an industrial strategy as "flag-waving 

by select industries at public expense, misguided 

socio-political efforts and nationalism without 

economic content. n 4 9  'Industrial strategy' defined 

by   or don^' as the establishment of World Scale 
-- - -- - - - -- - -- -- -- - -- -- - -- - - -- - 

~ational Corporations (WSXCL in the Canadian markets, 

contradicts the aims of the free traders, which, he 
- 

claimed, woula be disastrous to Canadian markets. 

WSNC policies are considered essential and the only 

feasible means of achieving increased industrial 
* 

capacity. Government participation and cookration - 
is a basic elemen* -of the strategy. 51 Government 

ance directed to such policies assumes the 

mzqdPed, interdependence. 
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Postulations for a new national policy or industrial 

strategy viewed in consideration with the established 

arrangement of economic pawer, suggests a degree'of 

institutional constraints which will direct the --. 
t, 

pattern of economic growth. Certain optimistic 

objectives will be affected 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 &onomic structure and have further 
E 

entrenched a dependency or rigidity model of economic 

growth. The pattern of national policies has been 

7 a function of the interdependence of the economic 

and political' spheres-. Telesat exemplifies the 

prive-public capitalist endeavour w h i c h .  is consistent 
- 

with the "industrial strategyn aimed at the growth 
* 

- of multinational . . co~porate interests, directly in 

the telecom and manufactu:~ing sectors, an% indirectly, 

through anticipated beneficiaries such as resource 
-e 

extraction industrialists in the north. 
* 

~nterpretations as to the role of the state in the 

htervention process provides opinions-as to the - - - - -  - 



- -- - - -  -- - -  - 

rationale for political tinkering inwhat is assumed 

-- 

- trbn-market system economy, that is, how is such . 

interference justified and legitimated. The arguments 

provide the basis for analysing the results 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 

can then be assessed in reference to theoretical 

presumptions of how the state functions. 
- - - - - - - - 

- 
- - - - 

- - 

Although interpretations of the state's role vary, the 

dominant interpretation proceeds from the capitalist 

ideology 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. 

L., Pluralist and Liberal Democratic Theories 

d capitalist ideology proceeds from assiiqtions t 5  -a 

about the individual and individual entprprise which 

correspond with the liberal paradigm af +di'em&ratic 
2 

politics. But Canadian economic history di& &t 

experience laissez-faire capitalism as a rootfng for 

ideological liberal democratic traditions of pluralist 



9 
- -  - 

politics. The ~anadian state since  onf fed era ti oh, + 

- - - - - - - - - - - - a-~rdk~h~iperialist colonial powers previously, played 

an extensive and active role in historical development. 
I 

< 

Its active presence and the extent of pofit-ical 
. *  , 

and economic interdependence contradicts the notion 

of government as a neutral force between competing 

interests. This relationship between the state and 
\ 

- - --- - - - -- 
? 

- e c s m i - c - s t r ~ r e s ~ ~ s a - r n r m b e r ~ o f - ~ ~ n ' t : ~ f  pretx.triroyrs 

as to the nature of power in a liberal democratic 

~raditional liberal theory as Hutchzson argues, 52 

had held the view that government was a neutral force 

which is the focal point forfiressures from all 

parts of society, and that though some inte 

- - - -- -- 

YSt 
groups- m a y b e  better-orgxnke~thn - others- i - n t n e m e a n s  , 

of exerting pressure for beneficial results, that in 

i the long run, all competing interests must be taken 
1 

into account. The traditional pluralist view of* 

'politics is based on the assumption that society is 

an aggregate of individuals who come together in many .. 

different kinds of groupings to pursue-their individual 

- -- 

interests. Milton Friedman, writing on the role of 
t 

t 

government in a free society, uses the analogy of 

government as rule-maker and umpire, and states: 



, 
"The major problem in deciding the appropr-iate - . f - L  - 

activities of government is how to resolve- 
- - - - - - - - - - - - 

- conflicts amonqrthe freedoms of different 
-2 

individuals." 

"The use of political channels, while 
inevitable tends to strain the social cohesion ' 

for a stable 'society." 53 

Politics is use•’ul in issues requiring a consensus 1 
that cangot be reached by other means. Ideally it 

possible. .But the fundamental point is that since 
t 
1 

reasonable agreement c&nnot be reached by individuals, 
- -- - - -- - -- -- - 

- - 

I 
- - - - - - -- -- - i7 

I 
there is a conflict. The manner in which that conflict 

is resolved requires that certain interests predominate ' 

over others and therefore invokes a need to analyse 

the power relations that develop. 

interests do not exert equal power, have altered % 

. their perspective somewhat to account for 

incongruencies. This acknowledgement in the-arena 

of -politic,al theorists, coupled with Galbraith's 
\ 

rejection of the notion of consumer sovereignty in 

the market system, has proposed alternative perspectives 
I 
for defininqthe nature of power in a democratic 

- - - - - - - - - - - - - - - - - - - - 

system of a capitalist by multi-. 

national corporations, and has provided an impetus 

to the resurgence of political economy-. - - - - 



- --- 
- - In the CanacZian e~perien~e, govCrn@tent intervention- 

------4k~e~ugh-mt&mal p&ici~s directed di economic 

@ 
development, have required an economic and political 

interdependence that cannot be fully understood in 

the separate spheres of economics or political science. 

For instance, the classic reference for the role gf 

the state inf Canada has been \AitkensN term of 

-- 2-- -- - - I L d e S e ~ ~ i v ~ g a ~ 6 i - 0 ~ & ~ ~ - - ~ i ~ - ~ r & e j r - s - ~ ~ ~  

of economic development which required the political - 

apparatus of the state for the expansion of commercial 

enterprise in defence of American economic and political 
t ,* CI 

influence. Government policy was considered an 
. 6 

essential instrument for economic development and 
* .  

political independence. Economic historians and 

@olitical~scientists tend to point to the Tariff and . - 

-- -- - -- t h e  Nations l P a L i e l - a s ~ Z + ~ t ~ l ,  bu'r w k t k - v a r h s  
& 

conclusions as to their success. 

- - - - - 
-- - -- 

Given our precarious position adjacent to our powerful - 
southern neighbour, Professor smiley regards such 

measures as a necessary defence mechanism for 

~anadiq development. 54 Brady's analksis of the 

state in the ecowmic life of Canada , aiso refers . 

to the protectionist nkure of interventidn as an 

essential and logical component of a developing nation. 55 



- - *- Economists, Dales and Johnson refute +-his-positioh- - --I -- - - - -  

P 

arguing that economic growth affords political - - ,  , - .# b 

development. 56 They cgntend that the achievement of - 
. . 

political independence is separate fro the cultivation 7 
of economi'c interdependence thr~ugh~continentalist 

policies between the United States and Canada. This 

opinion forces the questioning of how-meaningful is L 

political independence if primary economic decisions 

are beyond that political jurisdiction. 
- 

-PP- -- - - - - - -A -- 

~anadian economic and political experience has proposed - 
an alternative agenda for addressing.the role of 

the state. Lacking a laissez-faire doctrine and 

the $hilosophical imperatives of possessive indivPdua.lism, 
il 

the active presen~q~of the state has-.b&n interpreted as 

more in keeping with the conceptual hotion of 
- - - - -P - - -- ----- -- . f l  

A- 
collectivism. Collectivism has beeaddefined as 

- 7  i -P 
"a vague term generally used in contrast to the 

- - - - - - - 

extreme individualism of nineteenth cent'bry laissez-fiare 
* 

doctrines and more broadly, as a term for economic reform I >  

to supplement or offset the shortcomings of the market 
F -  . 

system. "57 ThZs nokion which rejects the extremes of 
- 

liberal democratic assumptions, referred to by 
r n  - 

- - -- - .  
MacPherson as possessiv& individualism, is employed 

* z 

describe state intervention as a corrective measure < 
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for the failsings of the market economy, without * 

- - 
contradicting e the rights of private property or 

destroying the market mechanism. n - 
It has been argued that in the context oP a staples hasee economy 

4 f 

- that is tied to world markets where production 1eveS.s are 
-- -.-- -- 

unstable, state interventionism is necessary. Otherwise 

economic stability would fluctuate with variance in 

- - -- s u p p l y -  and demand to an excessiLd~re..,_Theextrennt ,- - - - - -  - 

of government manipulation and regulation this 

requires demands an interdependence of the political 

and economic structures. 

"Political machinery was closely adapted to 
.meet the severe economic demands of 
dependence on. staples with their sharp 

- -  -change+ i~ prices &-in- - n 5 & - -  
- - - --- - 

Macintosh's work on staples theory and 

d.evelopment'in Canada, has developed this concept - - 

from Innis. ~ackiniosh, aware of the limitations of 

the market system in the Canadian economy, assumed 

political policies would facilitate econoniic growth 

in the collectivist manner. 60 P 

ii. Rise of Corporatism 1 
With the policy measures adopted in and after the 

d o n a  World 6, there is an increasing acknowledgement . I 
econom~" and- acceptance of the notion 



. ' 
i 
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e - - - - -  - -- - - -  - - - - - - - - 

@ 

of a "managed economy". Although "planning" is not 

explicitly referred to until the early 1960ts, 

government influence in directing'economic development 

is at -the mainstream of Canadian history. 
i 

"Moreover many Canadians accept and at times 
, encourage various important elements of 
government planning through government 
poAicies which inevitably have a major. 
influence on the, structurg of the Canadian 

-- e c Q n o m y ~ ~ ~ t - i ~ n s - Q ~ r n p e t - i ~ ~ - - - -  
and the course of economfic growth." 61 

The notion of the mixed economy of public and prfiate 
lf 

_ _  entqris_ed-y ~ ~ ~ L p a L h y - ~ d d t d f f a ~ e O  - - 

by the joint consultation of'business and government 

and to some extent, organized labour, is not an 

unacceptable interpretati.on to the community. 
4 

One of our major financial institutions' representatives 

s characterized our jointly managed economy as a 

share the initiative in making important eGonomic 
- - 

.decisions. "62 The President of Stelco has also remarked 
1 

in'reference to joint ventures, that5t was "in the 
i 

national interest that government and business get I 

closer together. "63 

as an interpretative concept of Canadian politi~a~ 



'L 
- 

- - - - - 283 - - -  - -- - -  - - - - -  - -  - - -  - 

economy which goes beyond the GalbraithiAn1~y- 

of partnprship between the state and large corporations 

to encompass a Tory tradition of the organic, 

community as corporate and hierarchical. 64 Red 

Toryism, as Horowitz has developed it from the 

Polanyi-Rotstein terprets the role of 

institutional values in a cortununitarian manner. 65 

- - 

TEe'virtual = O K ~  economic structurecwith 
- 

political forms lends itself to the corporatist 
\ 

approach. In Presthus' study on elite accommodatio~n, 

which describes. a more elite system of power than 

Porter's, his notion of corporatism rejects a 

liberal approach to Canadian political erranomyanh- 
--- - - -- - - - --- 

sees* the modern state as requiring q e  congnctive 

involvement of groups to meet the asdrations of 'the 

66 collective community. 

The "corporatist" interpretation suggests the strategy 

of corporatism is the avoidadce of confrontation. Barkway's 
f 

interpretation of this tendency of increasing consultation 

and negotiation, rather than confrontation, between 

business and government, is more consistent with 
' \  

corporatism than market capitalism. 67 Mackenzie King 

embraced a notion of corporatism-as 



a new form of industrial democxacy; an equality of 

labour, capital, management, and the community. 

Government would fulfil$ the gaps of the market 

economy by promoting a full use of resburces and the . 

' 68 *aring of the wealth. 

As Panitch has criticized, although the corporatist * . . - - . - + - 

ideology is prevalent, it is not recognizable in 

political institutional forms The necessary 

~ n t i v & ~ ~ ~ o n =  
t L- 

and among business, government, and organized labour 

does not function effectively in influencing pdlicp. 

Rather, it ms that meiliation%emains a state 

function. This critical point in the policy process, 

'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 

KighhdegreeT-AmeriCaFdomiEZFt ion. A n i i  s based 
- 

.. . . . . on a ca~~ect~vlst concept, ac s state 

interventionism as corrective measure for the 

- 



gs of the market system, such that the role 
/ 

/ and function of the state is to maintain economic 
, g 

stability. In so doing, it acts as a protectionary 

measure of political(sovere~gnty, with the locus 

of decision-making and responsibility for pqicy 

iX-tiative resting with the political apparatus of 

6 corpjkatist interpretation accepts 1 g~vernment. - 

the concept of a jointly managed economy in which 

the locus of power is shared by the collaboration 
- - - ---  - - -  

-- 

of government and business (and sometimes, -and to 

some extent by organized labour) for the common good. 
b 

Fundamentally, national policies are justified as 

being in the national interest. 

The collectivist~and corporatist interpretations fail 

to deal with the of the essential 

element; that interest remains . 
in the 

Hutchsson's critique of liberal assumptions contends 

that the government in Canada has always been 
- 

essential to the developmental strategy of capitalism 

and it continues to act in the interest of the 
71 

capitalist class.'l As Innis has remarked: 



- 
- - - - -  - - - -  - 

- -- - -- 

"The stoutest defenders of Canadian tariff 
- $. were re tati~,rc~ of 

o t a l  investosanadian 
nationalism was systematically encouraged 

\ 
'. 

and exploited by American  capitalist^.^ 72 

Following from this perqpective, in effect the actions 

of the state have performed the function of enhancinb. 
+,i  _ 

v 1  

the accumu~ation and legitimation of capital control by 

a particular segment of society through policies which 

promotred economic growth by private investment. Panitch 

-of the accumulation of capital-and as a facilitator 

of that process: 1 
"State ownership of railroad and public , t. 
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 

- - alyays wi-th _the-xiew-tio facilitating- - - - - 
further accumulation in the private sphere." 73 

Lloyd has remarked in agreehent with this interpretation 

that the state effectively intervenes in the market, 

not to foster equality, but to assist private 

ownership. 74 , 

lnethis way, the state produced-a stable and 

the transportation and utility sectors as the necessary 

mean-s to economic growth. With respect to -the 



- 2 8 7  - - - / ' - -  --- - - - - 

,A' 

/' - 
-, interdependence of political a~economic structures 

in a private political interference 

in the cooperation. That 

be successful in a profit 

a compatibility 6f interests 

whichFine a healthy economy on a particular 

pr$ditization of criteria. The manner is such 
/ -  

-- - - -A - - - -. A a - - - - --A - 
, /' 

-. 
h'hat the validity of free enterprise is unquestioned 

i + 

, and the interventionist role is to ensure its stability. 
/ / 

- 
7 -- ~ecompatib~TTtyot the activitlies undertaken by 

the political sector with the concerns of the dominant 
1 

economic powers are such thatmthey see the economic 

rationality of the capitalist system as synonymous 

with fationality itself, '75 and therefore As being 

enunciated by the state bear the price of being the 

product of collaboration with the capitalist class', 

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 ideological 
<* 

predominance over subordinate classes. 76 1tis a - , 
- - - - - 

self-legitimizing s + 

One of the difficulties 

this process is that it 

of a critical analysis of 

tends to become an 



- 
- I  

instrumentalist approach where the state is 

char-acterized as the captive agents of *'the dominant 
i@ 

elite. To reduce the complexities of the structure 

of econodc and social forces in Canada to this 

interpretation, renders it cumbersome for dealing 

with variance in pol-icies and the hierarch.ica1 

arrangement of power within the fractionalized elite 
u-LL - --- 

which is characteristic of Canada. 

The tkWi~lopmen t of th-etke-of the "unequaTstruct~rcc - 

- 

of representation" within the state, demonstrated 
. . 

in Mahon's articler7' is an important tool of analysis 

for meeting the limitations of the captive agents 

approach, and is based on Poulantza's theoretical concept 

of the state acting in "relative autonomy". '* The 

state, then, is not the tool or instrument of specific 

interes s, but the mediated expression of interests. 3. 
Acc~rding to Mahon: 

1. the state is the institutional representation of 

socio-economic relationships. It is a resultant I 

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 

specific interests or forces. + 



- - - - f - -  -- - - 
- -  - - 289 - - -  - 

-. - 
- -  -- - -  m e  apparziturummate + has a particular 

institutional structure. ' Its organs and branches 

represent various interests and are hierarchically . - - 

organized as the political 'structuring of power 

relations. The internal hierarchy is significant 

since the dominant state organs appear to correspond 

- - - - - - - te-kte-ropr e~t~o%t+dorni-nant-&i~-kti-on 3. 

Hence, the institutional structure of the state, 

as an expression of relation$hips, represents within 
- - 

I 

--- - - - -- - - - - - 
- - - - -- - - - 

- - - - - 

itself an unequal structure of interests. 

Given these characteristics, the activities of and within 

the state are organizational. The state's activities 

reflect inter and.intra%+ass conflicts and perform an 

of its structure is such that the dodinant interests 

represented are in an-authoritative position to grant 

concessions within this internal negotia-tion process. 

The institutional structu5e is such that decisions 

organized on the basis of the national interest are likely 

to reflect this internal structure in that such decisions 

are-unlikely to be detrimental to the dominant interests. 
- -  

This approach provides an alternative model for understanding 

the state in relation to the structure,of society and the - 
political system. The state cannot be neutral, if 



influences or pressures acting upon the state structure 

carry the same significance. The significance shifts 

to the analysis of how such influences and interests 

get represented within the state. 
b' 

From this b a s i e i t i ~ ~ ~ e n ~ ~ p e s e d -  thai&-poliCy-issues------ - - - -LA--- -- 
) 

can be studied by tracing the relation of the interests 
/ 

involved identified within the socio-economic framework, 
d - - - 

- --- 
- - ---- 

- - - - -  - 

and their conjunctive position within the institutional 

matrix of the state, such that the process of negotiations 

within the state will illuminate the dynamics of the 

power relation as they are played out in spebific decision- 

making activity. Decision-making processes involve - 
conflicts, theref are &he compromisdL requir*dc;m--k- - - 

interpreted i f i  reference to the power relations among 

the participants. The essential difference in this 

interpretation of the role of the state-in policy activity 

is that the analytic emphasis is placed upon the 

interpretation of the negotiations 
- 

they occur withh 

the state structure, not between the state and outside 

inzluences , hence the importance of identifying and 

"reading" the internal - .  . 
hierarchy. Further, policy-as-process 

in this context is the set of-relationships between 



industry and government sectors which is on-going, 

continuous and dialectical. - An issue for pol-icy decision- 

making-arises 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 political interest of certain groups is maintained 

in a manner which answers some of the limitations of 

other -political thear-ies-. - ~ h k r t & u z e  &- repr~sefftaLia- - I 

, , 
determines policy decisions in a consistent systemic - 
matter. The complex system of representation within. 

s 

the state apparatus structures interests and therefore 

priorities in a pattern which defines the ekfective 

interpretation of the national interest. Outcomes of 
- 

-p - - - - - - - - - - - - - - 

policy decisions are the result of negotiation within 

and between representative factions contstrained by o 

the hierarchy of prioritizations. The dominance , 

of particular interests can be shown to be the 

determinants of the process of authorizing concessions, 
t- 

and in doing so, demonstrate how the general political 
9 

interest of certain groups is maintained. 79 

I•’ state intervention has had certain broad 
I. 

characteristics, it &so has' its specificity in ttP, 



process of regulation. ~egulation- in them*modern 

capitalist economy, is commonly accepted as a 

legitimate function of'the state. The role of 

regulation, its function and utili.y, a have a variety . 

of interpretations, each rgoted in the ideological 32. 

perc~$tions of how the system of economic, political 

and social forces work. By examining the regulatory 

environment, significant aspects of the relationship 
- - - .  
between governmentandtheriom~ii r'rrnro+the-- - 

- 

industry identify ~ ~ ~ c i f  ic features pertinent to 
-- 

understanding policy decisions in the national intere A 
as. e~plicit~intervention in this sector. 

a.--As_sum~tions Regarding the - - - - Role of ~egulation 
. 

The issue of regulation, its.purpose, function and 

vtility has not, as Penny phrased it,*' excited the * . * . - .  

gassions of Canadians to the extent it has in . 
P 

'American political and academic circles. Resultingly, 

,,Canadian literature on regulation has neglectfully 

-suffered in quantity and content. Where it has 
*. 

been'dealt with, it has been considered more as an 

administrative problem than a sdbstantive issue. 

The difference in Canadian and American political 



r - 
_ -  

and economic heritages are likely to beXie this - - - 
fact. - t the Canadian tendency has been to 

. .  - ? '  
P ' . \ 

gly address regdatory issues from a 
% 

C 

perspectfie of tlleory and'practice baqed ofi U.S. . 

literature and experience. . 

-- - -- --p---L---L 

i. In the Market System _ 
*\ 

- It is generally acdepted that the rationale fir adopting - 

intervention i-n a market ecopomy is primarily defined 

by the difference between social and market~ualues 
A 

arising when "no foreseeable or practicable 

r structuring of the relevant marketswill establish 
* 2 

compatibility of interests between society and tl-ie - 
- - - - -- - --- - - --- - - - -- 

market outcomes without imposing unacceptable burdens 

on the formern, 81 

surrogate for the 

where competition 

impractical. The 

~ e ~ u l ~ t i o n  is seen to act as a " 
A 

competitive forces of the ma;ketplace 

is considera not feasible or 

underlying assimption or premise - '  

being that the competition ideally produces desirable I 

outcomes for both society and the producing enterprise. 

---PkEtfips-stat-e~hat regulation as a subst5tute for 

rily to 

consumer interest, 82 



' In a market economy, regulation is an , imposition . or 
I; 

violation of rights traditionally reserved fpf c m 

* 
private decision-making. Regulation is the mekhod, 

- 

as Bernstein describes it, which modifies economic B . 

relations in capitalist society without destroying - - 
a 8  3 ca~it-albm~ itsel•’. Ideally. the adjus-tment of ' , .- 

the regulatory agency'to the demands and pressures uf' . . 
+ ,- - , 

'drganized groups reflects the ba ance of farces 'whi&h 
9 t 

- 
ppppp -- 

- - I - -"- - L  - 
p-pp 

- 

'kf fect the political environment, its \interha1 operationk 

and the prevailing atgitudes towards p w t i o n s ,  
i - The assumptiqn being 'that regulation in a pluralistic 

liberal democracy maintains a balance of interests, 

It involves, as Tfebinq describes, "an attempt toimpose- - - --- - - - - -- - - -- 
. >  

% 0 

social judgmehts and goals ,upon existing market 
I 

-judgme~ts and goals insofar as the actions of persons, * 

84 firms and industries are concerned", or, as Schultz - -?, 
* 

stites, a means of imposing social objectives to 
I 

- 
supplement economic objectives of private decision- 

maker s : 85 This difference .in terms between surrogate 

and supplement suggest a non-intentional. significance, 
L pp-----: -- 

That is, that if 'perceived as a supplement, it is 

consistent with the-interpretation that competition 



-- 

has never been the primacy of national goals or 

polfcy action in Canada, as it has in the U.S., and 

on that basis, the issue of regulatory application P 

, 

has not incited synonomous responses in both 

countries. For, as a Applement it may well be that 

stimulating an equivalent market pressure iS not even 
I /- 

--A - - - - - -A - - - - - - -a Lu - - - - - 

is d significant contrast between the pldce of * - -- 
86 competition iq our respective national goals. 

It. would seem that sur economic history and evolving 

economic structure and the political system and 

actions by which it operates,.is stxong evidence to 
- - - - - - - - --- -- --- L- -- - -- - - -- 

support such a proposition. In the Interim Report on 

competition Policy it was stated that "some form of 
+' 

social control over commercial activity is highly 
b 

desired, "87 as a means to the end goals which proffers 
.- 

efficiency considerations ahead of competitive 

considerations. The intent is to provide a climate 
* 

in which efficiency is nurtured through competition 
J -  

- -- --- - - W h e r ~ p o s s i b k a x L t k r b u g L a g e ~ ~ r e  -PX-- 

to the end t h a a  C a n a b a n  consumer w o u l d  be hett~r 
* .  

able to obtain goods and services at the lowest 
-9 / 

possible costs; Bock implies an admiration for such 



3 
such notions. 88 ~otfng the difficulty of measuring 

' i' B 

efficiency considerations ahead of competitive 

considerations, Bock offers the American experience 

as a guide, stating that the U.S. has rejected the 

efficiency concept as a touchstone for competitive 

policy (cites Alcoa) (1945) and Proeter - - - -- -A- -- - -- 

and Gamble (1967), preferring competition as the 

primary incentive to innovation and therebys efficiency . 89 
- - 

- - -  - - 

~urther , -shenOtes that legally the efficiency defence 

has keen explicitly rejected •’or merger considerations. 90 

But as cited earlier, one can argue that the competitive - 

philosophy has never been the fundamental force to 

economic development in Canada, A prime example -- 
- --- - - - -- 

-- 

which further illustrates the point is the respective . 

role of anti-trus8 or anti-combines policy in the 

structure of the legislative and executive functionary 

bodies of government. In terms of the analysis of 

the hierarchical structural relations among government 

departments and agencies, its locus in the ~anadian 

structure corresponds to its subordinate position of 
* .  

- - - - - -- - - - - -- -- -- 
-- 

perceived importance in society's affairs. Its 

administration, as analysed by Rosenbluth and Thorburn, 

is summed up by- the following remarks: 



- --- " r r \ m h i - ~ ~ v g ~ t A + a ~ ~ f  i .c: an 1 e 
of c mpr mise where the .policy d e z n  
which u erges are resolutions of conflict 
between political self-interests of 
government vis-a-vis voters and business 
influence of the economic environment." 

I 

"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 

There is significant contrast to the U.S. situation 

where, as Phillips has remarked, "competition is 
- -  - - - -- - - - - - -- - - -- - - 

our fundamental national economic policy, - antitrust 
I, 92 -i- 

exemptions should not be granted lightly. 

Another essential feature of difference is that when MY 
r "-- 

the issue of regulation is addressed by Canadian . . 

-- 

studies, thefocus~is~notLonwhether ornotItarequlate ,pp-p- p- 

* 
but who is responsible for the regulation. The 

American *literature abounds in discussing the issue 

of the appropriate application by regulatory instruments. 

A recent focus has been the effects of regulation on 

innovation and an increasing tendency for advocation 

of competition policies where possible, rather 
ei 

than regulatory surveillance. With the prominence 

of innovation as a strategem for the emerging national 

policy of industrialization, the trend to adopting 

U . S .  arguments and models is finding increasing 

eminence in-the discussion of regul~togy application 



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 
I 

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 ' 

imp-* and --le &n the -po-1i;tica-1- s y s t e m  r a t h r t h w -  

its function in the marketplace. Hodgett's terms 

regulatory bodies "structural heretics" which do 

violence to the parliamentary system of ministerial 

responsibility. 9 3  The contentious issue is 

between regulatory and policy actions. policy is 

traditionally reserved to the politically responsible 

sector of government, which is accountable to 

parliament and the electorate. Regulation is meant 

to be the implementation of policy guidelines and 

directives. The practical separation is not that 

clear since regulatory decisions involve an interpretatibn 

- -oepotic yd- setpre~e~entsWhi,'n~rP+rospect, 

- = ~ M ~ ; l l t : l i c y .  VdgneAess in policy 
I 

J 

statements leaves a wide range of interpretative 

action; strict directions can also be detrimental if 



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 - 
the 'canadian parliamentary system. 
- - A -- - 

94 The delegation 
- - - - A -- - - - - - - 

of authority to independent regulatory agencies, 
v. 

in effect transfers the power from elected 

which transfdrms the traditional lines of 

respon~ib~iity governing relgtions between politically 

accountable authorities and the bureaucracy. This 

is often criticized as contradicting the basis of the 

of ministerial responsibility, individual and a 

collective to Parliament. The parliamentary process 

is seen as the counter-balance to specific interests, 

such that when ministerial res is eliminated,, 

the check is non-existent. 

In Doern's analysis of regulation and xegulatory 
- - -- - - - -- - - - - - - - - - -- 

reform, he rejects the rationalization for creation 

ofwindependent" commissions as an avoidance of 
P 

partisan political behaviour. Adopting Lowi's 

typology in viewing the political process and within 



I;i the context of the Cabinet-Parliamentary system of 
- - - ----A- 

-- - 

responsible government, he criticizes the "independentH 

notion calling for a repoliticization of. the agency 

4 

to increase its exposure to the influence of elected 

responsible politicians and the public interests. 95 

iii, An Approach to Regulatory Assessment 

- A -- - -is----- 

- TlierFE5Ee,Lli oTdELt0foc3iFi5?n a-me % s -of T e F l  a tory 

analysis, it is necessary that it encompass the 

process as both economic and political. 
- - - -- - - - - - - - - 

Measuring Effectiveness 

Traditional theory of regulatory analysis is much 

influenced by the perspective of an input-output 

model and &he effects of pressure group interests on 

criticism at the functioning of regulatory agencies 

in light of recognition of the unequal pzessures 

which are brought to bear on it. "The attempt to 

convert government regulatory power into private 

- advantages has been a critical feature of national 
I 

regulation", and that the "independence" of commissions " 

is merely a device to *rotect*and pro66te the interests 
- - - - - - - - - - - - - - - - - - - - - - - - - 

of the regulatory groups. 96. Trebing ' s approach 

to assessing the utility of regulation, rests on the 

traditional liberal assumption that governments 



function in response to expresse.d 
- - - - - - - - - - - - - - 

-- - 

desires and pressures 

of society, and that if set forth 'ex&icitly, as valid 

social guidelines for the regulatory process, will 

test the effectiveness of regulation.'' In this 

vein, &he regulation process requires political 

objectives which guide the resolutign of specific 
. 

issues. --A- Depending on the. vagueness oo_%p_oJ&i~al 
7 

directives or lack of specific objectives, the , 

tendency is that regulation hecomes an ad hoc 
- - -- ---- - ---- -- -- - -- - - 

procedure which has been said to characterize much 

of U.S. regulatory decisions. In part, this procedure 

is a function of the regulatory process itself, in 

that it has been, as decisions are, reactive as 
- 

opposed to initiating. Regulatory decisions are 

X i  the decision-making process is examined on the 

effectiveness of ad hoc regulation, there is a 

critical aspect which may be neglected; the context 

in which it takes place. Analysis -becomes 

fragmented to the examination of isolated decisions 

and the effectiveness of interest group pressures, 

and precludes assessment of the long term effects of 

the nature of the process. To do so relegates the 

analysis to an interpqetation of regulatory agencies 



as instruments of particular interest qroups where - 

results are obtained in their favour without offering 

& adequate explanation of the exceptions, except 
+ .  

that different interests were mare powerful at 

different times. Nor has the captive agents' approach 7 
been entirely successful as a satisfactory mode of 

' analytic interpretation. - a - -- - -- - - 
.. - = 
x> 

'Examining the Development of a Relationship 

-5 ' 1 .  , * 

pqocess in its historical context to allow for analysis. . 

/ of the issue which spark~d the need for the agency, , s %  . % 

\ . G O  

and how the issue was initially resolved and 
, 

subsequent patterns of decisions made. '* The reasons 

for - -- introducing regulatory agencies are usually 
- - - - - - -- - - - - ---- - - - - - -- -- - - - -- -- - - 

qualified along the following rationale: 

1. The area and issues involved require expertise; 

2. The traditional government structure cannot 

provide flexibility or continuity of policy 

necessary for changing needs of regulation; and 

3. There is a need to insulate the decision-making 

from political pressures. 

Since the issue which created the need for regulatory 
- 3  

intervention is likely to stem from a conflict 

involving private capital interests, the process of 
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- - - - - - -  - - - 

L 
imposing regulatory control involves a conflict 7 u  

resolution. How that resolution is determined and 

its effects on the industry structure, exemplifies 

certain power relationships. The initial decisions 

and ensuing judgments defines the market.*characteristics 
,I- 

and hence the eConomic bower of the particular ., 

affected firm.. GA!is reason. the regulatory 
---d ---<- - 

environment'can be be examined through the historical 
rl 

example of regulatory applications in th se of 

.%B'ell Canad*, the dominan-irm in the Cana&i=- - - --  - 

telecommu.nications industry. "The history of the 

. .  telephone industry in Canada particularly in the 

earlier years has been closely related to the development 

of this company. 11 99 

< - - -- 
- - ---  ----- - - ----- -- - -- --- 

- - 

b. Basis for Regulating Telecommunications 

Firms offering telecommunication services such as 

public message telephone or public record telegraph, 

are considered public utilities whose activities are 

regulated by federal or proyincial' agencies. The 

role of public intervention in the utility industry 

is said to be concerned-with the structural and 

to provide efficiently 

without reaping excess 

a growing supply of service 

profits~s a consequence of 
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monopolistic market conditions. loo 1n 
- - - 

telecommunications, specifically the telephone 

industry, -intervention by public control mdchanisms 

has been based on the assumption that it is an 

after-the-fact application, justifiable on the 

rationale that "natural" monopolies prevail in 

technologically-detehed circumstances, Therefore, 
- - -- - - 

it G s  n e c e s i a r y f o r  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 rationale, 
Z 

the basic criteria for imposing regulation are: 

extent of demand i~elasticp$ to price: and , 

/" 2. technological characteristics that tend for the 

service to be supplied under monopolistic 

101 conditions. 

The legal basis for the public utility concept stems 

from the no tion thaLthefirmis--innaaspeci& , 

- 

category of "business effected with a public interestu. 

This is based on an English common law principle 



- - -  - - 

stemming from the statement of Lord Hale in his 
- - L - - - - - - - - - - A 

Treatise de Partibus Maris.lU-!--This doctrine has 
/ - 

been further dplimited in the case of Ablnut et a1 

v Inglis and adopted in U.S. jurisprudence in the 

classically cited decision of Munn v Illinois. 103 
,' 

From the case of Munn v Illinois, as it was later 

applied to public utility contestants, 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 &&nit to be controlled 
by the public for the common good, to the 
extent of the interest he has thus created." 104 

P 

The legal concept of a public utility has been 

subjected to more careful scrutiny in the U.S. than 

can be upheld in the courts". Canadian courts have 

not relied upon the common law principle, either 

to justify the extension of government regulation 

or to legitimize rulings limiting restrictive 
I 

business practices. lo5 Rather, they have operated 

within the specific Acts of Parliahent which have 

delineated the precise nature of regulation to be 

imposed on businesses affected with a public interest, 

The Canadian constitutional problem has not been 



"what regulation" but "what legislative body has - 
- - - - -- - - 
the power to regulate". 

In the provisions of sections 91 and 92 of t h e  ' * 

. I  

--P 

British North America Act, the federal gove3!vqent 

is given power over items of national importance, 

and the provincial governments power over items of 

overriding clause of section 92 (10 (c) in the Aet 

allows the -- Parl'iament - of Canada to Cieclare 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 

Prior to the creation of an regulatory 

jurisdiction over affected busine such as the 

railways and telephdne companies, Parliament-had 

been responsible for certain aspects of the firmst 
-? 

behaviour through amendments to the incorporated 

firms' charters or leqislative Acts. lo6 1t waq 

drimariG on the basis of these statutes that the 

agency exercised its mandate. Statutes remain 

parliamentary jurisdiction, while the agency has 
t 



- - - - 

limited powers o•’ a specific nature, responsible 
- - -- - 

for profit m a t i o n .  But before and after the 

. 4 creation of the regulatory agency, the parliamentary 

statutes under which the firms operated, formed 

the precedent for the application of regulatory 

control. 

- A -- - - -- - - - -LL - - - - - - - 
Though the historical rationale and application of 

- 
regulation has developed diffe-kently in the United 

States and in Canad-a, Canada continues to look to 

the U. S. experien'ce when considering policy and 

regulatory issues. Regulation of the telephone 

companies, specifically Bell panada, preceded the 

107. 
establishment + ,melephone ulation in the U.S. - 

The regulatoryyocess, because of the difference in 
- - -- - 

of powers, 

has developed differently. A. W. Currie has remarked 

that : 
Y 

4 

%legislation bringing business under 
'g-rnrnent control and the decisions of 
the commissions regarding rates are, 
within bro accepted by the 

the virtually- 
over public utility 

has been . 
. . 

Canadian business subjected to regulation did not 

have to meet the same criteria as in the United States, P 



where public utility status was more carefully 

intervention in the telecommunications industr 
--A 

-- - \ 

scrutinized until the U.S. Supreme Court adopted 

more liberal interpretation's and legislative 

amen-ents to public iitility qualifications. 109 

Given these premises for the imposition of go rnment 7 

now- the historical practices of regulation in t& 

.case of Bell Canada can be traced, as a means of examining 

c. Regulatory Applications in the 
Case of Bell Canada ' 

Ben Canada can be described as the dominant 

institutional force in ~anadian te~ecommunications, and 

u 

the indigenous capitalist elite in Canada. The 

development of the relationship between the company 

and'its regulators ean be illuminated through the 

exwnation of the history preceding and responsible 
? 

for its dominance. The regulatory history of Bell 

Canada will provide the basis for an assessment 

bf the interpretation of thy relationship, and its - 
* 

imp.lications f6r analysis of the role of regulatory 

control. 



In the period 1880 - 1920, Bell's monopoly was i - 

attained and maintained in the face of early comgetitive 

effortsc The regulatory proceedings concurrent w 

and subsequent to this period, illustrate how Bell's 

monopoly was maintained and reinforced. 
.-< 

According to Babe's study of interconnection 

practices, Bell engaged in various tactics and 

market. By 1882, Bell had a clear field with respect 

telephony in that: 

it had a 'federal charter entitling it to extend 

its works throughout Canada; 

its charter permitted it to lay wires and cables ' 

- - -- - - -- - --- -- - - -- - L--- ---- 

along public. thoroughfares without permission 

from the municipalities; 

the works of the company were declared to be 

for the "general advantage of Canadap; 

Bell had acquired a11 telephone plant in Canada; 

and 

it bossessed exclusive rights to all major 

A revision of Bell's Act of ~ncor,poration in 1882 had 

contributed to this monopolistic pasition. The 



"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.S.A. Tpe said Act of 
~ncorporation is hereby amended, the 
works thereunder authorized are hereby 
declared to be for the general advantage 
of Canada." 111 

Babe suggests that the ceason the Company petitioned 

Parliament to be declared a work for "the general 
- - 

- - - - - - - - - - - - - - - -- - - -- - - - - - -- - - - 

advantage of Canada", which in effect makes it subject 

to federal jurisdictional control, was to reaffirm 

its power to enter public streets without permission 

from the af fected municipalities. '12 The apparent 

"trade-off" was an advantageous compromise. Bell 

federal scrutiny in return for the extension of its 
I 

immediate powers. Although some constitutional 
a 

authorities haveargued that Bell would have been 

automatically subject to regulatory control (other 

than by Parliamentary statute) by the nature of the 

description of its undertakings in its Act of 

Incorporation Charter of 1880, then Bell's 

willingness to be regulated was, at best, an 

insurance policy for the government. 



But by 1884, Bell's patents had expired, and to 
-- - - - - - -- - - - -- - 

meet the impending threat, Bell (on advice from 

Theodore Vail) undertook rapid construction of 

long distance lines. keanwhile, Bell's neglect of 

public service satisfaction had fostered the rise 

in a number of independents. Bell's performance 

was criti6ized for high rates, for its lack of 
b 

A- 
- ------u--L--A--A- --- - - 

rural service, for its lack of response to a desire 

for local control and for generally poor service. 

The i;n&pendent- te3ephone companies sprang up -im--a - -- - -- 

attempt to offer an alternative service', often with 

technically superior .equipment. 114 

i 
9 

In order to combat this encroachment, Bell developed 

new policies to ensure its monopoly for the provision 
- -  - -- - - - - - - - - - - - - - -- - - - -- - --- - - - - - - -- -- 

of telephone service (except in B.C.). Babe's study 

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- 

connedtion practices and the rulings of the Board of 

Railway Commissioners, was one of their more successful 

to Bell, while the Board refused to rule on 

discriminatory treatment by Bell on the basis that . 



it was not within its jurisdiction. Other policies 
- - - - - - - - - - - 

,3n 

included its undertaking of exclusive franchises 

with municipalities, propoganda and political 

patronage, 115 

I will suggest below that it is particularly ' 

significant that aspects of Bell's operations came 
- - - a A - - - - - - A a - A -A - A -u----- 

under increasing control of the Board of Railway 

Commissioners while the competitive threat of the 

ama3_gamation of t h e  independent iz&ephone eompzmks-  - - 

was strengthen4,ng. 

Growing d.issatisfaction with Bell's service and with 

its extending monopoly, prompted public action, 

to prohibit Bell from increaSsing the rates to its 

subscribers. Earlies attempts by legislators to 

subject Bell to toll regulation had been ineffective, 
C 

but in 1902 when   ell sought to increase its capital 
P. 

stock by statutory amendment, Parliament used the 

opportunity to make two other amendments. ' IT The 

first put certain responsibilities on Bell to meet 



The rise of independents gained momentum in 1903, 

and by 1906 independent telephones had grown to 

number over 12,000 (Beal had rights to 78,000). 118 

b~ 

By 1905, there was considerable pressure on the 
A* 

Prime Minsster, Laurier (a personal friend of Bell 

President, Sise) to rectify the telephone situation. 118 

.> 
A -- - - - - - - -- 

._ Eventually he authorized a Select Committee to 'a 

' -4w 

I 
in&-stigate and make recommendations. The Chairman 

was to be Postmaster General, Mulock. Mulock - - stated - --- - 

his position as: R 
"If I must confess to a bias as regards 
telephones, that bias would be that I canhot 
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 

recommend nation3$ization as an election was called. 
.& 

After the election, Laurier shuffled the appointments. 

The new Postmaster General was Aylesworth, who had 
*- 

been Bell's counsel dtiring the committee proceedings. 

- The informition gathered as evidence in the hearinigs 
I 

-8 
,A 

was ~~~~~~~~~~~~~~nor acted upon. Francis Dagger, 
Zu k,. * 

* 
- _ - - - t he l l o~ t eds - tdephane -expe r t  -commenked :- 

- - - - "It is difficult to understand why so 
important an inquiGy, 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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being made. The answer probably is that 
#e &esLime% reeoded +stif . icd . thc 
adoption of a policy which does not meet 
with the approval of Parliament." 120 

Finally, in 1908, the principles of the revisions to 

the Railways Act of 1906 were affiymed, giving the 

Board of Railway Commissioners jurisdiction over 

BeU withLceeqard to : - A - - - - 

1. all telephone tolls; 

2. terms of connection; 
f - 

- - -- - - -- - 

3. consent of municipalities; and 

4. revision of railroad contracts. 121 

~hus, it appears that at the point of where the 

traditional rights of capital a e most seriously t 
threatened , that governmental regulatory commiktee -- - 

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, tho gh placing d 
limitations, simultaneously legitimi~es~the monopoly 

structure and creates the determinants for its 

protection. 
-- - 

ii. Board Decisions 

Formation of Regulatory Authority 

The Railway Act of 1903 established a regulatory 
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authority, the Board of Railway Commissioners, after 

- - 

an earlier attempt at regulatory supervision of the 

railways by the Railway Committee of the Privp 

Council had proved unsatisfactory.   he establishment 

of the Board in 1903 "did not create the same for 

and against factions which the creation of the 

Interstate Commerce Commission in the U.S. had 

occasFone5 In1886 and 1188T1, wheerE the tdea-of - m u  - 

independent commission was opposed as a denial of 

the American doctrine of "separation of powersv. 122 

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 adopting the American 

model of the independent regulatory agency. 123 

Re gura tor y agenc ie s havehissfor  rial 1yPin -Canna-daddhda&---- 

the ultimate accountability of decisions reserved 

to Cabinet. The courts have had a very limited role. 

The Board was to combine legislative, judicial an$ 

executive functions under one authority. 124 1t was 

given broad regulatory aqority over railways and 

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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all C wable on questions of legal jurisdiction. The 

- - -  -- - 

' s operational policy was the interpretation 

Railway Act and'later the National Transportation 

.i Forma n of Monopoly Status 

Bell Telephone Company of Canada was incorporated under 
A L p  - - uL - - -- - - 

federal charter inp 188 0 with the following powers : 

"to manufacture telephones and other apparatus 
connected therewith... used in connection 
with the business of a telegraph or -- telephone pp - 

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 

challenged in 1881, whereby Bell successfully managed 

to be deciared 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 gf 1910-1920 was that it &id not have 

the power to make compensation a term of the order 

empowering Bell to constrkt and operate lines 



within the jurisdiction of municipal governments. 
-- - - - - - - -- - -- -- - - - - % 

The Board's interpretation of Bell's Act, empowered 

Bell to construct without compensating the municipality, 

thus granting Bell a substantial advantage over 

potential competitors. It helped to 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 
ind&ky in Canada, at least in Ontario and 
Quebec," 126- - - - -  - --- - - 

Exlusive Contracts 

Bell had entered exclusive contracts with the 

railways, restricting the installation of telephones 

in railway stations, in effect giving Bell a commercial ' 

Railway Act to empower the Board of Railway Commissioners 

*to accept independent telephone companies in the 

station, faced considerable opposition when raised 

in Parliament in 1903. Certain members were particularly 
P 

adamant in their fight to oppose the Bill, hailing 

the amendment as communistic and radical. 128 When 

company to permit access to other telephone companies. 

~ u t  because of the exclusively restrictive contracts 



Bell held with the CPR, the Board, when petitioned 

Bell managed to maintain its monopoly 

- - - -- - -- 

for access, concluded the contracts were valid. 
" (-- 

with the 

railroad until 1909. 129 

Interconnection 

Board's authority was that of connecting independent 

systems to Bell's long distance lines and facilities. 

The p re-solution of interconnection cases involved 

Bell's right to designate competing and non-competing 

companies and, therefore, to set compensatory % 

conditiops by which independents may be granted 

connection privileges. The Board ruled that 

discriminatory treatment by Bell of independent 

jurisdiction. This continued to be the centre of 

controversy until a revision of the Railway Act in 

1914. 130 With respect to interconnection and 

compensation, the Board has "consistently followed 

the principle that the revenues of Bell are to be 

reasonably maintained within such agreements in the 

131 
Interests o f  i__tssubscri_berS2. 



- - 

Since 1920, there were few alterations to 
- - --- - 

interconnecting agreements, with little -relief to 

independent companies. Throughout this process, 

the Board reiterated the principle that it was.not 

responsible for the welfare of connecting companies, 

apparently without co)sidering that such companies 

were usually acquired by Bell when they were in 

financial difficulties. 152 

In 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 
. *m - - - 2  

requirement for consent of rate increases, but the 
- 

provision proved ineffectual until 1902 and the amendment 

to  ell's charter. 133 ' 

Most of the principles by which the judgments of the 
I 

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 

-two main pr inc i p  le-~~aCopte~cwere : 
, L 

., unfairly discriminatory. This refers to prices 
% 

for services to individuals in similar 
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-- - - 

circumstances and is the basis for establishing 
- - - - - - - - - - - - -- 

"value of service" pricing and negates explicit 

consideration of the costs of service; and 

2. that rate structures charged are reasonable. 

Reasonableness is evaluated in terms of the 

overall revenue requirements needed for the 

operations of the company. 134 

Since the decision of 1927, there were four other- 

rate applications to 1969, but since 1969, almost 
- - - - - - - - 

annually. In 1969 the regulatory authority, the _ 

CTC, began a full-scale investigation of the 

appropriate costing methodologies for calculating 

the necessary revenue requirements (now a task in the 

", hands of the CRTC). Also in 1969, Bell's private 
--- - -- --- - - - - -- -- 

w i r e e r v T c e s 7 w ~  brought under regulatory jurisdiction. 

- The rate cases typically take the form of determining - 

the co~pany's revenue requirements (based on returns 

to shareholders and the appropriafe debt ratio, not 

on the return on asset ~alu~tions as in the U.S.) 135 
d 

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. " 13 6 



iii. Interpretations and Implications 
- - - - - - -- 

f 

The brief description of Bell's early regulatory 

history is'only an example of regulatory applications 

in she case of a dominant firm among Canadian 

regulated monopolists: Its significance lies in , 

the interpretation of the relationship that_ has 

developed between the agency and the company, and 
- - - A - - - - - - . - - - + A- 

its implications for determining an assessment pf 
C 

the regulatory environment. It is important, then, 

the formation and maintenance of a monopoly market 

structure. The regulatory agency provides the 

venue for the explorat2on 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 how the public interest 

is represented or interpreted in the regulatory process, 

and how it comes to be de'fined by the nature .of t& 

decisions made for its sake. 

Monop3ly Status 
- - -- - - - -- - 

Bell had achieved the domi6~~poi6ition in Canadian 

-- - . - - -  telecom structure by tne 1YLU's and has slnce managed - 
to maintain and reinforce its monopolistic power 



, 
i - 

- 322 - b . -., 
- - - 

with rgspect to telephones, while extending its 
42 

monopoly into new technological areas. Bell's early 

efforts against potential competitors and continued 

employment of "basically the same tactics" into 
v' 

L . new areas, 13' hasp led Babe to conclude that: 

"The monopoly Bell enjoys today is not-the 
consequence of natural monopoly or superior 
.efficiency; it was attained in an 

~ ~ r ~ ~ 2  , rre&atopy-am3-mcxa-l-1y 
questionable manner." 138 i - 

But Bell's historical practices are not unique, Their 
. 

- 
-pP - - i ; t ~ ~ ~ & - h ~ d ~ & ~ ~ o m ~ ~ ~ i ~ i 8 ~ s .  - - - 

I - 
" W. G, Shephard, an American economist, has described 

four stages through which utility sectors pass. 
I 

Bell Canada's corporate development has been consistent 

'with the first three, .while the fourth is still in 

question. The stages are: 

Stage 1. The system is invented and controlled by 
- - 

. patents. 

Stage 2. Is the period in which it creakes a system 

and growth takes place. This is the period 

in which the service seeks regulation for . 
PpF-nence,regiTImacy and market con=. 

Stage 3. Is where the technology is complete and 

- there is market saturation and t-ke eorporation- 



switches from offence to defence to 
-- - - -- - - - - 

obstruct new technologidal entries or 
. . 

to warp it to fit its private optimum 

structure. 

Stage 4. Is prescriptive, in that Shephard states 

that this point the systemic 

attributes yield to pressures of competitiqn 

and technology and the sector reverts-to 

- ~corurentionalcampe~ tivc pxo~esses ( a n d  - - 

therefore is no longer a utility) or becomes 

a public enterprise where necessary. 139 

The'progression of stages will be directed by the . 

policy and regulatory framework. Monopoly status is 
-- -- -- - -  - - -  -- 

co,nditional. 

4 

Though the 

in the telecom industry and complementary monopolistic 

structure of the market are sometimes argued as the 

logical consequence of "natural monopoly" conditions, 

it is important to note their histoiical foundations. 

that the market structure was a negotiable item 
B 

which came to be a monopoly situation through the 

vities of the firm in conjunction with the 
+% 

.T 



intervention of government policy and regulation. 

Melody has remasked on the niture of market structures 

and technological determinism: 
9 -  

, "The creation of monopoly did not involve an 
evaluation of the technological alternatives 
for providing various utility sgrvices on 

Y the part of the government authorities and 
a conclusion that $he social interest would 
be served most efficiently by monopoly supply. 
The structure of the market and of the 

- L - - L -- a- industry was a neq~Ueitem..oL-qeaL 
importance to the potential utility company. 
The utility wanted the institution of 
regulation to determine and guarantee the 
structure of the market against competitive 
inroa-ds that might otherwise o ~ : c ~ ~ r ~ Z l h u s ~  - 

- 

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 
1 

-- --- -- ---- - -- 

the current industry structure, as they have legit5mated 

the process of their  sector'.^ development. The 

application of regulation has been limited in its 

eals and effects, such that it cannot mask the , 

closeness or depth of the relationship between the 
'k 

regulator and the regulatee. 

comment upon the regulatory environment. The Board 



- - - - 

appears to have operated under fobr constraints: 
- 

The Board saw its role as one in which it 

"will not interfere with management perogative 

except insofar'as rates and other specific 

regulatory responsibilities are concerned." 

- 
The Board considered it had no authority to 

Y - A- -- -- - - - - Lp- - - LLp - 
regulate the quality of service nor tke provis12n 

& 

of service. 

-- - - -  -- -- 

The Board considered-it should mainta 

supervisory 

affairs and 

The Board's 

was seen as 

4 

power in regard to intercorporate 

relatiofis. 

adaptive goal, in the public interest, 

economic efficiency. 141 

operating within these constraints, regulatory 

responsibility becomes narrowly defined. Under 

the aegis of non-interference in management perogatives, 

the critical element of supervision of investment 
- 

p p  _decisionsis neglected. In confining its requlatory - 
\ 

power to "rates", substantive control is relegated 

Lo superficial measures, since investment decisions 

determine - - future revenue requirements, hence the 

power to interpret future rate implications is abrogated. 



- - I 

To define the behaviour of; the firm with respect 
- - - - -- - - - - - - - - --- 

to the public interest, without consideration of \ 

criteria pertaining 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 simply by keeping the monopolist's rate 

Furthermore, - the non-interference approach by the 
-- - - --- - - - - - - - - - - - - - - - 

regulatory agency is compatable with the assessment 

that a discrepancy is not evident between the object'ives 

of the firm and the regulators. 

"In general, the goals of the Board and ~ompanb 
,with respect to the aevelopment of the /' 
telephone system, new technology and desirable 
investment~roqrame are muct&&same---to *- -- -- 

provide the public with telephone service that 
1 is technologically efficient." 143 

Also, the realization of such goals has been assessed 

as adequate. English and Biegie concur that, with 

respe,ct to the application of economic performance 

criteria in efficiency, growth add distribution, 

the telephone companies have performed a creditable role 

and performance is not such as to war nt great concern. S 
144 

0 

s z  

In fact, the Canadian telephone system has often been ' 
(. 

applauded as the best in the world. The limited 

~ritici~sm that has been generated has been-directed P 

towards the lack of -explicit guidelines- in the 



- 327 - 
regulatory process. 

- -  - - -  - - - -- - -- - 

"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 fndustry ... 
.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 

accus~d-to-an -errvkronment-where they- have-th?------------ 
I 

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 itself". 146 

This situation would seem to t,end to contradict the 

basic rationale for regulatoay 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 deficiencies. 147 

Remarks of concern about the regulatory environment 
I 

are generally directed to future policy considerations 

with respect to how new technology and services 

should be adopted into the existing structure. This 

could precipitate the logical movement into Shephard's 

fckrth stage. But this is precisely where the 



influence of current economic theory and the Canadian 

experience complicate the regulatory scene by their 

contradictory nature. ~nno'vative services and' 

facilities associated with new technology are said 

to erode the continuing justification of the natural 
-9 

monopoly structure of traditional firms and provide 
3 

- -- - -- A - - -- - - - - - - - 

a more &ompetitive environment for new services. 

It is based on the rationale that competition is a 

prerequisite for  efficiency and furthe23nnavatLon~ - -- - - 

But competition has never been a national imperative. 

In telecommunications,-technological efficiency takes' 

pr'ecedence, and is justified politically as being in 

the "national interest''. The influence of the 

American situation has encouraged advocates for relaxing 
- - - - - -  - - <  - - - -- -- - 

- 

barriers to entry for specialized services in Canada, but they 

are up against the institutional constraints within 
1 

which DOC policies have maintained protection of 

the "old guard". 

-- 

d .  Congruent Interests and the National Interest 

or coerdive. Regulation in this case can be 

interpretated as a political phenomenon which continues 



the production OF congruent relations on the basis 

of the "national interesttt. Regulation, correspondingly, 

has been non-conflictual ~an"d non-controversial. 

Given the limited scope of regulatory authority and 

consequent "free rein" for industry initiative, what 

aoes-this mean in-tlermrof Th-e l"n'ferpreta€iio= obf 

the state's role and responsibil?ty for policy? The 

lack of a comprehensive national policy for 
b- 

- - - - - - - - - 

telecommunications has been a critical feature of 

the old environment, since the provision of telecommun- 

ications links is an essential aspect of the necessary 

infrastructure in a developing economic structure. 

i ; A tLChosen- trument "-- - -- -- - -- - - - - - -- --- - 

As McMannus has suggested, it is not difficult to 

imagine the telecommunications industry being used 

as acn instrument of national policy in the same 

manner as the railroads. 14* He contends that in its 

absence, Befl Canada has undertaken a policy role 
d 

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 beeh explicit, the important 

similarities are recognized. Telecomrnunications 



services, pazticularl* -in &@-rkbsn-r+ierrs~cre- 

considered a necessary element of the development 

process. As was evidenced in the nationVal concerns 

for developing a satellite system, improved 

communications were to be an agent of economic 

activity in the north. It appeared that the satellite 

system-wsM- bcthe- !khosen ins-trunent ?, - But a 

"chosen instrument" status is part of a -process and ' 

a relationship; therein lies its effective definition. 
- - 

- 

On the matter of the role that the telecom industry 
I 

(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 
controlL~ere not-treated as 
instruments'." 149 

"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 
- - Lp - - - - - - - - -- - - -p 

terms differently, one in reference to the industry 

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. 



The s i t u a k i a  is- andapw ta +uxz+erprxskit-~, 

a policy of non-policy. It is the contextual process 

of decision-making which defines policy that is . 

important for attention. The signif:cance lies .in the 

fact that the development of the telephone system in 

Canada demonstrates the congruency of government and 

industry viewsof-national econcmic develapment ,--More --- 

specifically, that Bell, as a dominant indigenous 

corporation, has developed in a manner which is not 
L --- - --- -- 

inconsistent with the national interest. These conditions 

would seem to demonstrate that the relationship 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 environment, and 

the analysis of how the "national interest" in public 

policy comes to be defined in ,decision-making, is 

the essential feature of the composition of the regulatory 

agency. The composition of the Board or agency requires 

contributing factor to the institutionalization of 

values through procedural techniques. 



i~urther suppoyt for the  argument of a non-adversarial 

'relation is found in the examination of appointees: 

It has often been revealed as it was in 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. -- A - - - - - - - A- ---- - - - - -- - -- - - 
Everyone Enows that they are constantly 
demanding still further re resentation of 
this kind. A tinge of c poratism has 
appeared in the adminis rative structure 
of democratic - governmen (152- 

%A 

This point has elicited a great deal of criticism. 

As Penny has lamented, it is the basis for the argument 
1 

that too often government boards are controlled by 

those they are supposed to be regulating. 153 ~h=t 

the tendency continues, ex-minister John Turner' 

and the longer I'm around, the more I believe tKese 

tend to reflect the interest of the industry it is 

supposed to regulate. That board personnel are 

interchangeable with the industry's is logically 

consistent with the findings that demonstrate the 
, 

increasing interpenetration between the state and 
0 

industry elite sector. The siqnificance of these 

factors goes. beyond its usage for supPokt of the I 

argument which explains the relationship of the 

regulatory board as captive agent. 



direct and indirect, with the industry, does not 

necessarily determine decisions favourable to the 

industry. Rather, the influence is more subtle and 

more pervasive) in that it determines a perspective 
0 

"of the ,* sets the boundaries of 

og-proe&~re~ - -- 

Ideologically, it incorporates dominant ideas and 

values which pragmatically, set the operating 
- - - - - - - - --- 

assumptions. 

The logical conclusion is such that the agency continues 

to accept as valid the evidence submitted by the 

firm in term& of data, accounting procedures, 

of the dominant firm,*Bell Canada, whereas B.C. Tel 

is approached somewhat more sceptically) 15"as the 
I 

basis for the agency's-decision. Hence, the regulatory 

relationship which has developed, has resulted in 

shared view of the agency's function, and is the 

result of the process of negotiations through its 
b 

I 

history. In effect, th'e 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. 



The agency also serves the purpose of mediation 
- - - - - - - - - - - - - -- - - - -- 

of intra and inter-industry conflicts by subordinating 

certain interests, and it also mediates the public 

debate by shifting it into the administrative arena 

with its relevant agenda and procedures. These services 

&exchanged u in ths I1trade-of ill for a guaranteed , 

5 - . v 

profit level. It is not surprising then, t M t  critics 
$4 ' 2  - - -- --A - - A - - A La-L 

Q.$ the regulatory process have come to the oplnlon 

t W  "most of the extensively regulated industries 

at least prefer being - regulated - to competing - -  - - and - - L 

actively seek and sustain accommodating regulatory . u 
. . 

regimes. ,,I56 

w 

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 
B 

to the firm. The problem is a systemic one relating 

to the manner by which interests get represented 

within the de6ision-making forum. It is the agency's 
0 

functional responsibility to resolve issues involving 

a conflict of interests. How it comes to subordinate 

certain interests to others in the negotiation - 

1 

- - - - --- --procesdnv~s-a-pxio~i tization__~fcri kari~which , * 

will reflect the structure of interests represented 

within the decision-making process. The dominance I 



- - - 

of  B e l l  i n  t h e  i ndus t ry  s t r u c t u r e  w i l l  then be 
- -  - -- -- -- 

r e f l e c t e d  i n  t h e  percept ion of concerns. 

.With t h i s  understanding,  a  comment by Ga lb ra i th  is 

more r e l e v a n t  without  i t s  l i t e r a r y  pe r son i f i ca t ion .  - 

"Regulatory bodies  l i k e  t h e  people who comprise < 
them have a. marked l i f e  cycle .  I n  youth they  
a r e  v igorocs ,  aggress ive ,  e v a n g e l i s t i c  and 
even t o l e r a n t y  La te r  they mellow and i n  

- - - - - -- -. 
o ld  age - a f t e r  a  mat te r  of  t e n  o r  f i f t e e n  
years  - they. become, with some except ions ,  
e i t h e r  an arm of t h e  i ndus t ry  they  are 
r egu la t i ng  o r . s e n i l e . "  157 

- - - - - -- - -- - - - - -- -- 

The l i t e r a r y  p e r s o n i f i c a t i o n  masks t h e  systemic na tu re  
d 

of t h e  process,  but  t h e  i n t e n t  of t h e  e f f e c t s  is  f 

c l e a r ,  

But t h e  agency i t s e l f  i s  p a r t  of &he l a r g e r  

- - -  - qovernrnerrtal administrati~e~apparatus, -ed-as-h, --p----p -- 

f - ep resen t s  t h e  s t p c t u r a l  p a t t e r n s  o f  dominance 
P 

i n t e r n &  t o  the,  indust r*  a t  t h e  l e v e l  of i n t r a -  - 

, governrn t a l  decision-making and economic planning. k 
From t h i s  perspec t ive ,  t h e r e  is a r e s u l t i n g  congruency 

wi th  t h e  conclusion of Bernstein t h a t  t h e  l i m i t s  
- 

of r egu la to ry  po l i cy  tend t o  be set by t h e  a c c e p t a b i l i t y  

J-h 
of t h e  r egu la to ry  po l i cy  t o  t h e  dominant p a r t i e s  -of 

#@I * -  

The  na ture  o f  t h e  re la ' t ionsh ip  a s  o u t l i n e d  here ,  
' 8 '  

had not  developed by t h e  t i m e  t h e  Telesat-ZCTS case 

came before  t h e  CFTC f o r  two reasons.  



One, t!& CRTC had had no experience with the telecom , 

4 indllstry. ,Although the CRTC had inherited staff f ~ o m  

the CTC, it *as larg-ely technical personngl. The CRTC 

commissioners were unchanqed. Lt does not appear that 

the CRTC's self-image or self-defined perspective of  

its responsibilities was altered significantly. The 
w 

agency's added responsibilities did noi include the 
- -- pup 

adoption of g working relationship with'the industry. 

- - - - - - 
-- -- - - - IWO an 

- - 
-- 

-ZiiPsSmore~mportantly, policy %sponsibilLty - 

for satellites and space research was shifted directly 

from the CTC to the DOC in 1969. Policy jurisdiction 

in satellite development and therefore the directive 

powers, were separate from the regulatory agency, For 

the telecom industry, policy questions remained with the 
- -- - 

CTC and the DOC until 1935-6% The transfer of regulatory 

power to the CRTC coincided with the increasing shift 
- - 

of overall policy responsibility to the W C  and DOC'S 

attempt to legislate a new and, in effect, limit&d 

mandate for' the CRTC. The "limits of responsibility" 
3 

- 
have-been negotiated through the DOC where the crucial 

elements of the relationship have been, and are, being 
pppp-p 

deve loped, 

- 
I 

The Telesat-TCTS issue was the f-irst telecom proceeding 

- * unaer-the CRTC other than a-rate hea=ing. K n ~ w i n g  the 



c o s t s  and r i s k s  associa . ted wi th  i t s  Telesat D e c h i ~ n ,  - 
- 

t h e  CRTC may w e l l  have been a c t i n g  t o  a s s e r t  i t s  
&. 

power i n  r e l a t i o n  t o  t h e  newly s t r eng thened  DOCaand 

CRTC' s  own independence and l eg i t imacy  i n  ~ e q u l k t i n g  

t h e  t e l ecom s e c t o r .  

-i-ii~ -Pttk&i.c-Zmterest-and 

S i n c e  t h e  o p e r a t i o n a l  r a t i o n a l e  f o r  r e g u l a t e d  u t i l i t i e s  

rests i n  t h e  concept  of  them being  a  
- - -  - - " b u s i n e s s \  . 

- -- 

a f f e c t e d  w i t h  t h e  p u b l i c  i n t e r e s t " ,  it is impor tan t  

t o  see how t h i s  comes t o  b e  de f ined  i n  r e g u l a t o r y  

p r a c t i c e ,  and more s p e c i f i c a l l y ,  how t h e  p u b l i c  

i n t e r e s t  g e t s  r e p r e s e n t e d  i n - t h e  process .  I t  s e e m s  

t o  be a two-level phenomenon, e x p l i c i t  and i m p l i c i t  , 

L 

of  t h e  S e c u r i t i e s  and Exchange Comtnission The Chairman 

t h e  role o f  t h e  r e g u l a t o r y  body as one 
.,+it= + -. 

once d e f i n e d  

which: 

". . . t h e i r  mandate is  t o  p r o ~ & t  t h e  p u b l i c ,  
o f t e n  a g a i n s t  enormous p o l i t i c a l  p r e s s u r e  
from b u s i n e s s  and wi thou t  any c o u n t e r v a i l i n g  
p r e s s u r e s .  I n  o t h e r  i n s t a n c e s ,  such as 
t h e  g r a n t  o f  a TV l i c e n c e  t h e r e  i s  r e a l l y  
no w e l l d e r i n e d s p o k e s ~ a n  r o r  t h e  p u b l i c  
i n t e r e s t  excep t  t h e  aqencs' i t s e l f . "  159 ,J 



An aqency -- 

interest" 

's basic interpretation of the "public 

seems to be premised on the principle 
Q 

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, -- - -- - - -LA a 

that which is in the public interest is that which 

does not constrain the ability of the corporation to 

accumulate capital surf icient to szisty its -shareholders. 
- 

This brings into question the methodology of assessing 

costs and revenue requirements necessary for maintaining 

the health. of the industry. So far this determination 

has not relied on directives to the internal management 

to - - allocate its - resources - - - - - in a more efficient manner. 
- -- - - -- ----A 

Therefore, rates to subscribers "must meet these- 

constraints, and subscribers are considered the - 

- 
beneficiaries of the technical system. 

P 

The CRTC also includes the industry in its corkideration 

of the public interest. In 1968 the Commission stated . 
the "public interest, in its full consideration, 

-- - - 

includes the interest of the industry, for without 

a viable industry the public interest could not be 

In the Telesat Decision the CRTC \ served". 
I 

interpreted the health o f  the industry with respect - 



Explicitly then, the public interest is often redefined 

as consumer interest. This can be examined to the 
I 

extent that the agency considers the effects of its 

decisions on the consuming public: The agency has tended to , 

The public, as consumers, have traditionally had 

making. 

_In an investigation of the federal level of telecom 

regulation in Canada with respect to its responsiveness 

to consumer interest issues (while telecom was under 

- -  - 
- the €TC-), - -i &shewe&-kkkatth +truekur-e &-the - p ~ o e e s b  

* - 
was markedly deficient. The regulatory process failed 

r 

in its ability to merely.know the needs felt by 

consumers of telecom services, let alone to perform 

its duties with full regard to consumer demands. 161 

The report of 1970-71, on consumer representation ' 

in the federal telecommunications regulatory process, 
1 

found that: 

"The overall impression gained throughout I 

LLis preeeas w-as that, ncarly without 
exception, telecom tariffs and the 
carriers' permissible rates of return- 
continue to be set without due consideration . 

% by the regulatory agency of the effects 



- 3 4 0  - 
- - - - - 

ST 

of i$s decision upon the individual users 
c e in-qtrestkom-eie t y 

% 
Consumer interests inputs are -* 3 

virt ally non-existent presently in the 1 telec m regulatory process. 

Studies to date further indicate that the 
P 

-"% 

consumer grievance amelioration and 
investigation procedures of the CTC in its 
telecom role are equally inadequate." 162 

T ~ ~ - p ~ ~ ~ t I z ~ - ~ a s  -represented -within- the------- 
9 

telecom regulatory process, is seen as consumer 0 

interest advocacy, and as such, is an economic interest, 
- 

- - - - - -- - - - - - - - 

but an economic interest without political power. 
0 

Duly, its consideration is subservient 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. The public interest is 

subsumed in the national interest which effectively 

continues a structure of economic power relations 
. , 

which maintains the dominance of particular firms 
1. 

C 

in the "best" interests of a healthy , economy. - 

e. 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 



# 

- - - 341 - 
r e - t ~ ~ n - s ~ h - i ~ - & ~ ~ e ~ I i c  and private sector. 

Bell has enjoyed a regulatory environment of wide 

permissive latitude which did not seek to interfere 

in management perogatives, which is eyident from 

the judgments and orders of the Board's decision$. 

The historical relationship between the regulatory 

- -- - - - - - - body -an&-the-Fir-s-deve3opeb-a structura-l--- 

relationship which determines the perspective of 

the regulatory function and process, and in so doing, 
-- 

- 
-- - - - ---- - - - - - - - - - -- -- - - 

structures the representation of interests. The 

h regulatory envi'ronment has been such that the dominant 

firm and regulatory body have not been in adversarial 

roles. + 

- - - -  R e g l ,  - then, asanexpl$cit form -of--state 
b 

intervention, specifically applied in the "public 

interest" supports a partnership approach to the 

interpretation of government and private industry 

relations. The critical aspect of attention. is the 

notion of the public interest and how it effectively is 
- .  

defined in the regulatory process. 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 



- inbest!, ~ h e ~ ~ a p ~ c a t i ~ ~ ~ o ~ ~ ~  in* 

Telesat Decision can be seen in context of the 

broader framework which provides a more useful meaning 

than as viewed in isolation. The CRTC's denial on the 

basis of the public interest was taken from a broader 
a 

perspective than has traditionally been the case in 

- -- - telecom decisions. The CqTC attempteCdtoorealicp both 

internal interests in,the telecom market structure and, 
d 

other interests as represented in the intervention pr&ess, 

conditioned relationships between the state and the 

corporate sectar. Its interpretation of the "national 

interest" ensures these relationships; Cabinet's approval 
t 

on the basis of the national $interest was consistent ;with 

P 

The question of "who benefits" applied in both spheres 

of decision-making demonstrates the differences in value 

decisions made on the prioritization of criteria. The . 

"public interest" gor the CRTC was basically a regard 

for consumer interests as viewed from the anticipated - 

benefits of a more competitive industry structure. The 

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 



- - - s t r u c t u r e  w l t l E i t E I n d u s t r y ,  b u t  assumed t h e  

would be served a s  a  b e n e f i c i a l  consequence'of 

pub l i c  

a s t a b l e ,  

hea l t hy  indus t ry .  The dec i s i on  " i n  t h e  n a t i o n a l  i n t e r e s t "  
< 

p r e v a i l s .  
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- -CEAET~-&-A~PAN~QMMENTS 

/'?.he premise for constructing the inquiry of this thesis 
"? 
.' 
suggested that an explanation for .the Cabinet decision > + 

regarding the-Telesat-TCTS agreement must include the 

examination of the process from which it was generated. 

The decision, it has been argued, was the product of ' 

1 

process, was defining the role of satellite technology 
\ 

for commercial communications and, in so doing, represents 

within a framework of socio-economic conditions and 

politico-economic  elations which have been historically 

conditioned. It is a framework which is structured in 

the immediate context by institutional arrangements, by 
w 

power relations_andpbEprevalling ideoloqical assumptions. 

This context of relationships acts as constraints which 

influence how a specific issue of polic2-making and 

development proceeds from its inception as "an issue 

of concern"sthrough the decision-making and implementation 

stages . 

The explanatmy inquiry proceeded through four analytical 

stages, pr&eedin'g from an examination of the policy 

story to an historical rationale. 
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The descriptive analysis of the policy process I surrounding 

the satellite issue traced the events and the participants 

within their immediate context: The process beyan 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 commerci'al satellite 

system was a product of the political-economic relations 

and socio-economic conditions of that time. Satellite 

usage-and -- - --- - development - was -- institutionalized in an ~ 
- - - - - - - - - -- 

' 

expedient fashion. The proposed corporation was to be i 
the vehicle for furthering national policy objectives. 

b 

The attainment of the specified objectives involved 

diverse and conflicting interests, each expecting specific 

bepefits from the implementation of satellite technology. 

mainly between 

the imposition 

only constrain 

the dominant interests, resulting in 

of institutional parameters which could 

the wider scope of national objectives, 

The legislative bill designed the entity responsible 

for the management of satellite technology, but its 

commercially viable under ng with an ownership 

structure of contradictoryfhtergsts. Once the 

corporation was created, its policies reflected its 



- -- - - -  - - 

internal ambivalences. The new entity was required to 
- - - - - - - - - - - - - - - - -- 

function within the established institutional structure 

of the telecommunications industry in a non-threatening, . 

non-competitive manner. Although Telesat's market for 
9 - - - - 

service was limited, the corporation adopted a technical 

system where capacity exceeded demand requirements, and 

continued an accelerated developmental program for 
-- - a a - - -- - A - - - - - - - -- - - - - a - - 

innovative technologies. 

viability and the foundations for the renegotiation of 

terms were laid. The renegotiation of the structural 

relations which define the role of satellites in the 

telecommunications industry was formulated through 

the Telesat-TCTS agreement. 

The regulatdsy responsibility for legitimizing such a 
7 

restructuring was a new arena for telecommunications. 
1 

decision-making. The CRTC-had noc yet developed a 

working relationship with the telecommunications sector. - 

The regulatory agency's interpretation of the mew 
I - .  

corporate arrangements considered the consumer interest 

te~ecornrnunications services. ~ t s  criteria for assessment 



- - 

cons idered  t e c h n i c a l  e f f i c i 5 n c y  2 lower p r i o r i t y  
I 

t h m  the ~ m ~ n i i a ~ p o s s i b i ~ t i e s ,  o i  competing t echno log ies .  

B 

The proponents  of t h e  new arrangement qrgued t h a t  

s a n c t i o n i n g  t h e  agreement should be pe rce ived  as an 

economic d e c i s i o n  a f f e c t i n g  t h e  n a t i o n a l  intereshr .  

I Telesat's s u r v i v a l  w a s  s a i d  t o  be dependent on t h e '  

-- - ~ e m - M - i o r t o f i  ks -exp~kt -eeonom2c - cons t re f  ~ ~ t s - ~ - & f - l ~ -  

i m p l i c i t l y  t h e  c o n s t r a i n t  w a s  t h e  p e r c e p t i o n  o f  Telesat 

a s  a  p o t e n t i a l  compet i tor .  
- 

a n c i l l a r y  manufactur ing s e c t o r  would be  jeobardized  

is i t s  compe$itive p o s i t i o n  i n  i n t e r n a t i o n a l  markets  
4 

should  T e l e s a t  n o t  be f i n a n c i a l l y  s t r eng thened  t o  ensure  

i ts  cont inued i n n o v a t i v e  developments, 

n a t i o n a l  i n t e r e s t  and r e q u i r e d  t h e  s u b ~ r d i n a t i ~ n  o f  o M e r  

concerns t o  t h e s e  ends.  The i n t e r p r e t a t i o n  t h a t  t h i s  

could  only  be achieved by r e s o l v i n g  t h e  i n h e r e n t  

c o n t r a d i c t i o n s  of  T e l e s a t ' s  r o l e  a s  complement o r  

compet i tor  proposed wd c h o i c e s ,  One, t o  e n f o r c e  t h e  

r o l e  o f  sa te l l i tes  a s  a y i a b l e  compet i tor  t o  t h e  land-based 

systems would r e q u i r e  t h e  adopt ion  o f  p o l i c i e s  c o n t r a r y  

t o  i n t e r e s t s  o f  t h e  common c a r r i e r s .  TWO, a  complementary 

system would become "bu t  ano the r  weapon i n - o u r  (TCTS's) 

a r s e n a l  of t echno logyv ,  



- t i i -  - - 

t 

Cabinet represented contradictory interests. The main' 

b proponent for accepting the TCTS-Telesat agreement 
8 -  

was the DOC. The protagonist for the opposition 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 
. I d r  

5' 

anti-competitive aspects, was a criteria of .lower 
- - - - - -- - LA --A -- a a - --A --- -A-A- - -- 

priority in the prevailing assessment. Cabinet's 

perception of the necessary resolution was congruent 
, $  

w i t h ,  the in&rests 05 the daminant firms. - - - -  - -- - - -- 

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 
- 

"in the national interest". The "national interest" -. 

in natiorial policies ha$ a historical legacy. Its 

effective defiiiition lies in understanding the pow& 

relations it sanctifies. The historical relationship 

developed in government-industry "cooperation" generally, 

and in particular in the reguiatory environment, provides 

insight to the systemic ias inherent in the development 

out in the immediate environment of the policy process 

through the values and choices which have constrained 

the options in satellize policy developments. 



The structure of relations in Canadiam political- F - - 

I 

e c c m a q ~ u g g e ~ t ~ ~ t t ~ p a t t e ~ n  o e - c ~ m i c x z c z r o  1 

and the pattern of political decisions of national 

policy are intrinsically tied. Developments in 

satellite policy should be considered in conjunction 
s 

with these features. 

CI " 

-- - - ~ h e e c o n o m i ~ ~ c t _ u r ~ e - ~ b e a x s ~ ~ h i - g h ~  degxe-e-oL carpmake 

concentration controlled by an elite which is fractionalized q. * 
by virtue of the sector of the economy, its strategic 

- - - - - - - - - - - - --- 

position and &e nature of the control exercised. - -  

The patterns of economic growth have been staple oriented 

and industrially dominated by foreign controlling interests. 

The traditional dominant indigenous elite located in 

the commercial-financial and circulation sector, have 

- cooperated in-a p_olicy_of_ economic dependency, - 

deindustrialization, escalated corporate concentration 

/and promot2bn 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 inf& and inter 
9 7 - 

industry structural levels, It is 
- .  

8 significant *hat Bell's power has accrued within a . 
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regulated sector of the economy and that,its growth, 

has been validated through government policy actions. -'; 
-3 - 

. v v 

* I  ' 
L . % 

2 The history oi regulator; practices in t~lecomrnunications 

, suggests that the relationship between the government - 3 

- ,  - (thmugh a %egulatory agency)_ and. the domiqant firm - 
! 

has provided an enpironment characterized by non-interference 
i 

in corpor&e decispon-making and corporate policy 

. . -  / 
f boundaries to be virtually self-imposed. The essential 
L > 

h 

f 
tool of regulatory power being the constraint on allowable . 

1 profitability has been limited by the pfocedures used 
& 

for ascerthining revenue req resnents. Procedures e *- 
have been so narrowly defined and hdve assumed the firm's 

accounting methods that regulation has had few 
0 

acteristics - -  - -  -- of - a - coercive -- - - a-L quality. - - In effect the 
- -  - - C-- -- -- 

firm has carried okt its hpolicie& for 

telecommunications which have not been found to be 

! - 
b P consistent with national policy purposes. 

I 
& 

The intentions of "national policy-national interestu 

policy decisions are central the intervent20nist 
I 

mode of the state in national economic detelopment. 

.- Policies in this aim are the product of the'political- 



e 
between state-corporate- orientations to fostering 

economic growth. This interventionist relationship between 

the state and tqe &orprny has been justified for the 
0 

cooperative purposes of maintaining a "healthyn economy. 
4 

In effect, this relationship, through policies, o .  performs 

the function of ensuring economic stability through a' 
----Up - -- - - 

compatibility of interests which define the nature of 
> i  . 

economic "healthhnd " stabili-ty ' . Thus the relationship 
- - e s e s v &  to-dew* mr i A e e X e g k e a S p e r s p e e C ; T m - - ' - . ; - k ~ -  - - 

shapes the priorities, values and assumptions which 

underlie policy options and dec2sions. 

. The- developments in satellite policy exemplify certain 

characteristics in the relationsof public-private capital. 

The satellite venturerwas largely publicly financed and 
. . 

provided infrastructure ser;ices for extraction resource 

industries in the north, while absorbing the financial 

risk factor unattractive to the private sector. The 

structure and policies of the satellite system's services 

. protected the private sector in the telecomunications 
ind;stry by not directly competing in established 1 

- 
-- m a r ~ s ~ c s y s t e w '  s operatiom1 developments served 

-- 
LU ~ W L L  L 

r. C 
G d l  

* 

capacity i sector establishing a 

- 4oati~an+-f ~ s i - k i o n  in 

international m a r k e t s e e  merger resolution all& * 

-'& 



private interests extended monopoly power and control 

over potentially lucrative markets. - 

The historical features demonstrate the interdependence 

of economic power and political decisions which permeate . C 
our history and establish the relationships necessary 

ri 

to its ef f -A- eciive continual -- functioning. A - The maintenance - - -- - 

of the system requires an on-going negotiation process 

between government and industry and is further supported 
- - - - - - - - - - - - - - - - - - -  - 

bytheTzerpenetration of state and7i3Gdustry elite 
I 

personnel, A congruency of perspective is formed through 

the mutual reliance of political and economic power. 
v 

policy demonstrates 

exemplified through 

- 

a similar The history of satellite 
- .  

a specific not ion 

set of 

congruency, 

The implic$tions - - which can 
- - - - -  - 

stPudy pertain primarily to 

be drawn from this research - - 

the process of policy 

formation. As an explanation of3 a cbse study, it: was 

not intended to provide a prescription for the probability 

factors of future changes in satellite policy. It . 

does, however, provide some points of consideration + 

for structuring further inquiries in the policy process, 

Policy should be viewed fluid and changing. Policy 

in &nd as a process 
- - -  

seen as theoseries of 

decisions and which,' taken together, 

% 
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represent iTs effective definition. - -  

-- - - -  - - - 

~ ,.. '\ 
- 

Policy-in-process is responsive to different pressures 
\ 

both external (interest groups) and internal (representation 

of interests]- to the governmental apparatus at different '\ 

locuses in policy formation. + \ 

f \ 
\ 

\ 

based on the expression of interests represented in 

the process. It is therefore essential to examine the 
- - - - - 

-- a- - -- - - - - -  - - 

relationship between the participants on the basis of 

w o represents what interests in the negotiations and 7 
de ision-making. This is particularly important at 

th f executive level of the government structure since 
d i s  their responsibrlity and accountability which 

Executive decisions taken in -the name of the national or - 

B 
. 

public irkerest, are particularly significant. Such , 
, . 

8 

policy decisions' usually involve resolutions of conflicting 

interests. The internal decision-making, particularly 

at the Cabinet level, is unlikely to represent an 

- -- - - -p 

uninamity of opinion. Different actors have4different 
-- 

opinidns representino different %interests, and.' will 

favour different choices. Arriving at'a . - decision 

requires the'subordination of particular interests to 



compromise. It is an exercise in the relative power, 

of differing political opinions. 

I 
For example, with specific reference to-satellite 

policy decisions, there were three critical poi ? 
---in~e_d_~?~isinm&irrg.thf!~rmulationof.+.h~ corpo~ate 

entity, the awarding of contracts and the Telesat-TCTS . 

decision. The overriding similarity of these decisions 
- - - - - - - - - - - 

is thepextent to which they satisfied segments .of the 

dominant economic interests by providing for the following: 

1. that the initial development investment and risk 

factors were absorbed by public capital; 

-- 2 ,  - Ahacthe- e s t a f i t  i . . ; h m e n f o f ~ l - l i h ~ ~ -  

beneficial to northern industrial efforts; 
# 

Y 

- 

3 .  that the implementation of satellite technology has 

\ not eroded the established power structure of the 
L 

telecorn industry; and 

. 
4 .  that satellite technology has served the segmen* of 

the'manufacturing industry capable of penetrating 
I 4 

international markets. 



The significance of these results, in conjunction with 
-- . . /+ 

the critical points in decision-making, is that the 

political opinion which predominated and was consistent 

is that of the Department of Finance. The other major 

political opinions represented in 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 

mechanism nfluence. Further analysis of this . 

crucial to understanding policy formation 

and speaks to the notion of congruency between economic 

interests and political decisions. It may well hold 

important implications for the assessment of policy 
-- - -- -- -- 

processes in relation to political theories. 

such implications are not meant to sugge& that powerful 

economic forces are or always will be accorded beneficial 

results. Within the specific developments in satellite 

policy. it was evident that prioritiep changed in 

relation to the times when decisions were being taken and 

-- -- accordr~to the balance bf interests and pressures 
- .  . 

ed- Dee-lslons made nin the national interest" 

will necessarily include concessions to interests other 

- - - than the dominant economic forces. 
I 



- - - - - - - -  - - - - - 

As to how-the implications of this case study may be 
> 

interpreted in reference to further developments in 

satellite issues, this thesis does not provide the basis 
f 

to predict specific >outcomes. It does, however, provide 

a basis for understanding further decisions by arguing 
\ 

the direct interests represented must be examined in d 
light of the'broader influence their positions reflget. 

of their possible impact on altering or maintaining 

- - 
-- 

the es ? ablished power structure and inter and intra 
-- - - - - - - - - - - - - - - -  - 

9 

industry 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 

- - - ---* 
~ ~ ~ ~ 0 ~ e r ~ p o L i c y  ex~i%Fi1na~On~Policy tormati n, seen 

as a political question can then be related - to ? $heories 

-- ofPth= state- as -the sign~f&a%t reIationsiips ideilfif Fed -L -- - 

lead to their incorporation in the development of a 

framework which views policy study as a critical element 

of political theory. 

Since the identification of the determinants of policy 

rest on assumptions regarding the structure of society 

w i t s  relation to the state, it is only by examining 
1 



/- 2 

and implemented, the politicak farces- arguing- for - 

to the interests being served, that policy can be 

, seen in relation to the polktical debate. 
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