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INTRODUCTION

This report is of the "quick and dirty" variety. The objective was to get a
line on the trends and issues iﬁ, and affecting,. the Department of Communica-
tions which would be important to the planning advisory function being
established in the Deputy Minister's office., The report was to help the Special

Planning Adviser set up a work plan.

Three months were available for research and writing. The extent of the
research can be seen on a declining scale, according to the areas intended for
coverage, as follows: (1) the operation of the DOC in relation to the rest of
government; (2) the DOC in relation to industry; (3) federal—-provincial

relations; (4) international relations.

I have tried to follow the idea of Professor James Taylor, the Special
Planning Advisor, for an "open systems" approach to planning (here4called
"mediative planning" to distinguish it from the actual planning of physical open
systems). I am also indebted to him for suggested communications concepts and
references, and to his Associate Planning Advisor, Don MacLean, for facilitating
and helping shape my own work plan. But the results of my endeavors are, of

course, my responsibility.

Everyone I approached for interviews inside and outside government was help-

ful, frank, and generous with his or her time. As the interviews were conducted

on a no-names—nb—packdrill basis, T gained an understanding of the fact that

mediative planning, no matter how conciliatory it sought to be, could not leave

all toes equally untrodden.

Tim Creery,
Montréal, 28 September 1982
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PLANNING IN =— AND OF —- THE DEPARTMENT OF COMMUNICATIONS

Introductions Technology'and Information Power

At its inception, the Department of Communications was above all a planning
depaftment, planning itself. The DOC was formed in 1968 to bring together
communications responsibilities lodged in various departments and agencies.
But this was no mere reorganizational shuffle to make things tiﬁy. It was a
response to a new era of communication techniques. Govermment had viewed
communications as discrete services, utilitarian or cultural; that were
properly assigned to the responsibility of their users, providers and, where
needed, regulators. There were telephone companies and their regulators,
broadcasters and their regulators; there was the Post Office; there were
publishers of all sorts. Government could deal with communications

discretely when and where the need arose.

Now, however, in an era of fast technological innovation that had found its
interpreters in the likes of Weiner, Deutsch, Ellul, Innis, and McLuhan,
communication and its techniques were seen as a force in themselves.
Communication was interpreted as a people-channelling, society-shaping
phenomenon. The challenge to people and soclety was to channel or be

channelled, to shape or be shaped.

The late sixties provided the context for a particularly
vigorous governmental response to the challenge. The events of the

Centennial Year, 1967, gave the country a sense of cohesion at home, and

self-confidence in the international setting, after a querulous political

period characterized by the strains of Canada's French-English dualism and



geogfaphic’fegionalism. A period of better expectations seemed to lie ahead

after a political changing—of-the~guard and the strong mandating of the

Trudeau ministry in the 1968 election. The country, or at least Ottawa, was -

soon alive with the hum of planners. They would draw up the charts. The

political leaders would show the way. The question of the hour was, "What

kind of Canada do we want in the year 2000?" (French, p.43).

As a new department, starting fresh with a futuristic challenge,
the DOC was well placed to get into the swing of things. Its Minister,
Eric Kierans, laid down the approach (Instant, p.233):

If our policies are to fulfil the promise of the technology,

the promise of a better and more equitable distribution of
information power, public policies must look beyond artificial
boundaries, vested interests, and specialized knowledge. If our
policies are to succeed, if they are to correspond to the needs
of the people of Canada, we must have the courage to accept new

facts, and to bring these facts together in a coherent and
flexible policy.

The department had brought together féur main areas of government
activity: management of the electromagnetic spectrum, the development of
satellite communications, research and development in communications, and
the government's.own telecommunications activities. The binding element in
the planning exercise was to be the combination of "technolog?" and
"information power". The goal was the coherent and flexible policy to

correspond to the needs of the people.

Genesis: Telecommission World

Later developments in the planning of the DOC will become more understand-
able if we note at the outset that the terms of reference given the initial

planning exercise were not as broad as the mandate which many in government




intended the department to have. In particular, broadcasting was excluded;
and the department was seen more as an influence than as a player in the

field of cultural policy and programs.

What the planners envisaged was a department of telematies guided

by the principle of the right to communicate. (The term "telematics" is

‘used here loosely, and will be throughout this report, to cover the informa-

tion systems that can be obtained by combining transmission and computer
technologies. Thus it includes areas that are described in other documents
under such headings as “computer/communications", “communications/
information”, and "micro-electronics and informaﬁion technologies", It is
inclusive of "informatics", or computer processing of information. Vocabu-
lary is a problem in the changing world of the new communications. Consider
videotex, videotext, teletex, teletext, énd online se;vices. The semantic
laws governing this report are those laid down by the author as the need

arises.)

The'planning exercise of.l969-l972, then, created the rationale

for a department of telematics. The strength and persistence of this vision

may be illustrated by the fact that the Strategic Plan prepared by the

department's Planning Secretariat for 1981-1982, dated 28 March 1980, stated

(Strategic 81-82, p.2):

Each strategic objective... is related, in turn, to the
Department's overriding concern —— the impact of communications—information
technology on Canada's economy and society.




Except for reversing the priorities of the initial planning
exerclse, which put "society” ahead of "economy"”, this statement would seem
to give us a clear run with an overall vision of the department from 1972 to
1980. Things were actually not that simple, and have become more complex
since 1980; but let us go ﬁack to the beginning and the powerful "spin" put

on the Department of Communications by its pioneers,

Students of government in recent years have been stressing the

importance of governmental inquiries as "instruments of policy”, as policy
"outputs”, rather than as simple "inputs" to policy-making. To some extent
this is hairsplittihg, since inquiries have long been seen as poiicy
instruments: to the cynical, instruments of delay. But the more oﬁe moves
in toward government and power from the model of the royai commission;
.__-establiéhed as an independent agency of inquiry and advice at arm's length

yfrom government, the more the inquiry is a policy instrument, despite all
the customary disclaimers to the effect that its report is merély a
discussion of issues, probleﬁs, and possible lines of policy. The early
years of the Trudeau ministry were characterized by the type of inquiry,
usually called a "task force”, which remains under ministerial direction.
Little resort was made to royal coﬁmissions, with their detachment,
wide-ranging public hearings, voluminous research studies, often intermina~
ble duration, and tendency -- from a government point of view —- toward
idiosyncratic conclusions and recommendations. The type of inquiry set up
by the Department of Communications had most of thé advantages of a royal
comhission but could be more closely\tfacked ~- and kept on track ~- by the
department in keeping with its purpose. The purpose was to provide fodder
fof a governmental White Paper on communications policy that would be

submitted to Parliament.
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The inquiry vehicle was the Telecommission. Its chairman was
Allan Gotlieb, Deputy Minister of Communications., Significantly, the
membership of the committee included, apart from DOC representatives, the
chairﬁan of the Canadian Radio-Television Commission (as it was then
called), Pierre Juneau, and a representative from the centre of government,
Paul Tellier, assistant secretary to the cabinet in the Privy Council
Office, While broadcasting, which had just been put under an amended regime
in the Broadcasting Act of 1968, was excluded from consideration by the
Telecommission, the overlap of DOC concerns with those of the CRTC were
obvious. The import of the new communications for the whole of government,
not just the DOC, was evident reason for including a representative from the
PCO. The Telecommission was announced in 1969 as a comprehensive study of

the present state and future prospects of telecommunications in Canada.

The general scope of the DOC was set out in an Act respecting the

Department of Communications. Except for any powers, duties and functions

specifically assigned elsewhere, the Minister was to:

(a) coordinate, promote and recommend national policies and

programs with respect to communicatlon services for Canada,
including'the Canada Post 0ffice;

(b) promote the establishment, development and efficiency of
communication systems and facilities for Canada;

(c) assist Canadian communication systems and facilities to
adjust to changing domestic and international conditions;

(d) plan and coordinate telecommunication services for
departments, branches and agencies of the Government of
Canada; :

(e) compile and keep up to date detailed information in respect
of communication systems and facilities and of trends and
developments in Canada and abroad relative to communication
matters; and




(£) take such action as may be necessary to secure, by interna-—
tional regulation or otherwise, the rights of Canada in
communication matters,

The Telecommission obtained more than 40 studies from its own
project team, outside consultants, and interested parties, Seminars and
conferences were also conducted and reported upon. The general report of

- the Telecommission's directing committee, Instant World, appeared in 1971.

Meanwhile, its work had indicated the need for additional, more elaborate
studies, in two areas: computer/communications and privacy in relation to
telematics. A task force under H.J. von Baeyer, produced a report,

Branching Out, in the first area in 1972. A task force of the Communica-

tions and Justice departménts, directed by R.J. Gwyn and E.R. Olson,

produced a report, Privacy and Computers, in the second area the same year.

.l/

Taken together, these three volumes were the Telecommission world and they
were to be exceptionally influential both in Canada and abroad as a model
excercise for governments in coming to grips with telematics and public

policy. This was especially so of Instant World.

Behind the selection of material for the report and its writing

was the executive director of the Telecommission, Henry Hindley, a literary

——

stylist with a career behind him in both administration and communication

who was to remain a policy adviser to the department. The philosophy of

e

Jacques Ellul, author of The Technological Society, who warned that gsociety

had let technique become its master, was strongly in evidence in the report.

Instant World packed "A Message about the Medium", to borrow.the title of

its first chapter.

-
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The premise of the report was that "néw and emerging techniques
will offer access to information on a scale hitherto unimaginable, together
with opportunities for a much wider participation in community affairs and
the democratic process"; The report postulated a right: "The rights to

hear and be heard, to inform and be informed, together may be regarded as

‘the essential components of 'a right to communicate'". Therefore, "The

people of Canada -— as a body and as individuals —— are entitled to demand
access to efficient telecommunications services on a non—discriminatory

basis at a reasonable price".

The report saw government as having a rolé in defence and
emergency communications services, in regulating monopolies, and in assuring
that "access to services and innovation in response to public needs are not
unreasonably retarded by the weight of investment’ in existing facilities".
The last point was made, specifically, in relation to "the possibility of
an eventual network affording universal access to the means of transmitting
and receiving information in ;;rtually any conceivable form". The govern-
ment role also extended naturally to management of a public resource, the
electromagnetic spectrum; to setting standards of performance and compatibi-
lity of equipment; to influencing which means of transmission should be used
to best provide service; to assuring privacy of pommunication on the one
hand, and the right of access to information on the other. The report also

discussed the government communications role in relation to rate—-setting,

taxation, tariff-setting, subsidies, and licensing.

The report said:

One predominant theme emerges from the telecommission studies.

The technologies of telecommunications and computers, effectively
used in combination, could make a striking contribution to



economic prosperity and the general quality of life in Canadaj; to
the development of remote and sparsely populated regions of the
country; to the extension of French and English broadcasting
services from coast to coast; to the abillity of individuals and
groups in Canada to express themselves and communicate their
views in the language of their choice; and to Canadian acceptance
of responsibility for participation in the achievement of
international objectives, especially the social and economic
development of less fortunate countries in many parts of the
world.

The first chapter of Instant World thus set out a philosophy and

staked out the turf for the DOC. The report went on to discuss the nature
of telematics and the issues of technology-versus—humanism that it had
raised. The remainder of the book provided a primer on the varied aspects
of communications in Canada, the public policy concerns related to them, and
proposals for dealing with existing problems and new challenges. Some of

this material will be the subject of later references, but three points may

be made here.

Broadcasting. Neither the Telecommission studies nor Instant

World could avoid overlapping into this field. Given the integral role of
broadcasting in Canadian communications, and the extensive regulatory and.
supervisory powers of the CRTC, it was apparent that_there would have to be

a rationalization of the relationship between the DOC and the CRTC.

Planning. In chapter 10, "The Art of Survival", the report
returned to its theme of the primacy that social concerns should have in
communications planning and policy. It said:

In the current turmoil of dissatisfaction with things as they
are, the most common criticism ——- and one deserving serious

i



attention —- is addressed to past failures to maintain a proper
balance between the economic and social effects of technological
innovation, or even to take the latter into account at all.

Referring particularly to the area of research and development,
the report urged that to overcome the hostility of industry to government
planning, industry be brought into the planning process, and that care be
taken to associate éocial and political scientists with it also. (This
viewpoint was reflected later in tﬁe appointment of the Communications

Research Advisory Board in 1974).

U.S.-Canada Relations. While Instant World offered a global view

of communications, the special and imbalanced continental relationship of
Canada and the United States was a recurrent theme. The present or poten—
tial effects of U.S. overflow in gseveral fields was noted: broadcasting,
databanks, innovative technology, commercial influence, public-policy

influence. —

The emphasis on social policy of Instant World and Privacy and

Computers, and hence of the DOC at that time, was underlined in an article

on the planning exercise, "Social Planning of Communications", written by
Gotlieb, the Deputy Minister, and Gwyn, the director-general of socio-

econonic planning, as a chapter in Communications in Canadian Society

(Communications, p.91). They wrote:

Canadians are blessed with one of the best communications systems
in the world ... Yet with the conspicuous exception of broad-
casting, this communication system has developed with few
deliberate, or even conscious, attempts to make the system
responsive to determined social goals.



Attention to social goals was particularly important in the new

communications, since

even when the environmental effects of technology are evident
they are necessarily often ambivalent ... (C)omputerized data
banks could be used to make vast stores of information available
to almost everyone and thus greatly emhance the public's ability
to participate in the political decision-making process, or
alternatively those same systems could be used to centralize the
storage and processing of data and thus reinforce the power of
central authorities at the expense of individual members of the
public,

Like the authors of Instant World, Gotlieb and Gwyn quoted

Préfessor Alan Westin of Columbia University who told a Telecommission

seminar, "As a function of its complexity and cost, information technology

tends to reinforce the powerful.” The two authors therefore insisted that

if the power of information technology is accepted then the need
to plan its development toward broad social goals is evident.

The method of doing so requires two simultaneous approaches:
systematic attempts must be made to predict the probable
environmental consequences of impending communication systems; at
the same time, the specific policies for the development of
communications systems must take account of all environmental
dimensions —- the social, the cultural and the political as well-
as the technical and the economic.

The social approach was'exemplified in Branching Out, the report

of the computer/communications task force under Hans von Baeyer, which
viewed telematics as "a key area of social and industrial activity”. The
report saw the use of computers extending from medium to small business and
to professionals in the 1970s and then moving into the general consumer
market in the 1980s. The policies advocated by the task force, as outlined

in its summary, were centred on two main concepts:




first a strong emphasis on maintaining and developing a
competitive and innovative industrial enviromment throughout the
whole field of computer/communications, which combines the two
functions of data-processing and data communications; and second, .
a strong emphasis on the role of government in fostering the
development and self-reliance of industry, and in maintaining a
proper degree of Canadian independence in this field.

Two key recommendations fegarding the provision of data communi-

cations were that:

(1) Government should assume a coordinating role in the gradual
evolution of a coherent data communication network, essen-
tially based on the networks of the existing telecommunica-—
tions carriers and aimed at providing the flexibility,
variety and cost-effectiveness required for distribution of
computer services throughout Canada and for compatibility
with foreign computer networks; and

(2) In the interest of stimulating innovation in the provision of
data communication services, competition between existing
common carriers should be encouraged, and existing

entrepreneurs should be permitted to supplement certain
common carrier services.

The task force was deliberately down—to—earth, gradualist, and

specific in its approach. It was mindful that the

vision of the technology being able to provide the ultimate
solution to all of today's ills was particularly prevalent
during the mid-sixties, to the extent that new problems were
being sought for which there might be a technological solution.
The rush to apply the technology tended to overlook two important
questions:

. Was there a clearly defined problem to solve?

. Was computer/communications technology the best means of
solving the problem?



Small decisions that could bring about big changes, such as the
.attachment and interconnect decisions summarized as a recommendation in
no. 2 above, were the style of the von Baeyer report. It urged that govern-
ment should take a "stimulative approach” to the development of telematics,
with "a continuing awareneés of user needs and social impact". There were
areas where market forces either did not operate or were too restriétive of
user choice. Here, government —-- federal or provincial —- had a role.
Examples were performance standards, education and training, availability of
information, and monopoly services. (The criteria proposed by the Task

Force for program analysis are given in Appendix'l.)

The task force urged that there should be a "focal point"” for
dealing with telematics in government since “the issues of computer/
commﬁnications represent a highly complex mixture of technical, economic;
social, jurisdictional, and institutional problems,.which are_all'inter-
related and, in addition, are subject to rapid change". Citing the duties
of the Minister of Communications in the legislation already quoted, the
task force recommended that "the Minister of Communications and his
Department should be the desigﬁated focal point for co-ordination in the
development and continuing assessment of national policy for computer/

communications".

The principal functions of the DOC as focal point would be stra-
tegic plamning and program coordination. On the question of strategic

planning, which is the particular concern of this report, the task force

‘said:




The orderly development of computer/communications systems in
Canada is dependent upon realistic long-range plans, based on
needs and capabilities, taking into account existing conditioms,
trends, and potential problems as identified through a continual
monitoring process. The need for future-oriented, multi-
disciplinary planning is now receiving wide recognition and
increased emphasis in many government and industrial

activities,

The report on Privacy and Computers, which later gave rise to

provisions in legislation, indicated the need for a confinuing watch as
telematics, with its computers, databanks, terminals and intefactive_
transmission systems and networks, grew in scope apd efficiency. The report
said that "the critical fact is that computers shape, and to a degree even
predetermine, the ways by which people may invade privacy. Computers, as a
consequence of their own efficiency, break down many of the protective

barriers of inefficiency which in the past helped to shelter privacy".

The task force also made a remark which relates to the spin that

‘may be put on planning in the field of informatics by the nature of the

‘beast. It said (p.119):

Computers are most efficient when dealing with information that
can be quantified and systematized; information that is
intuitive, ambiguous, emotional is much more difficult to
computerize. As a consequence computers may reinforce the
importance in the decision-making process of the technocrat over
the humanist, the objective over the subjective.

Two Green Papers:’ policy and practice

The planning exercise was followed not with the originally intended White
Paper, a firm statement of government policy intentions, but with two Green
Papers, or discussion papers that put forward policy proposals and the
reasons for them in a more tentative way. One, a document with a bright

green cover issued in March 1973, was a sweeping overview that presented



communications policy as an amalgam of national, cultural, social, broa&—
casting, telematics, and telecommunication-transmission policies. The
other, issued the following month with a drab green cover, dealt specifical-
ly.with telematics and amounted to a scissors—and—-paste job on the

von Baeyer report.

For several years the first paper was to be more important to the
political 1life of the country and the development of the CRTC, while the

second was to be more important for planning and workaday life in the

Department of Communications.

The general paper, Proposals for a Communications Policy for

Canada: A Position Paper of thé Government of Canada, was submitted to

Parliament on behalf of the Government by G&rard Pelletier, by this time
Minister of Communications., It was said to present "optional solutions ...
for public discussion”, but the contents made clear that the most important
discussants Ottawa had in mind were the provinces. In the Telecommissién
studies and reports emerging from them, federal-provincial jurisdictional
matters had been taken as a rather murky “given" that would demand
consultation and cooperation between the two orders of government. The
Green Paper sought to present the big pictﬁre of national interests in

communication and how governments and their emanations might fit into it.

Above all, the Paper dealt with communication as nationalapolicy,
and in two ways: first, "counter-balancing the strong norfh/south pull of
continentalism; second, fostering national unity and identity in a Canada of
admittedly diverse cultural and regional components”. The Green Paper saw

this national coherence of communication policy as necessary at a time when




more’ than ever before, it is clear that the technologies and
economic aspects of communications are intimately related with
their social and cultural implications.

This reflected the message of Instant World, as did the Paper's

stress on "the evident and growing tendency for many formerly distinct
systems of electronic communications to become interconnected, more
integrated, and more powerful". But‘ﬁhe Péper was going out beyond the
limité of the Telecommission's terms of reference and introducing a broader
integration of communication concepts == introducing, in fact, ideas ﬁhat'

proved politically explosive.

The scope of the document is indicated by its list of

"prerequisites for the achievement of national objectives":

« the provision of fuller and more diverse Canadian sources of
information, entertainment, and cultural and educational
material of excellent quality;

. the development and preservation of high-quality telecommunica-
tions systems linking all parts of the country, so that as many
Canadians as possible may have equitable access to the services
provided;

. the efficient use of available skills and material resources,
and the most effective use of social and technical innovations;
and

. the assurance. of Canadian control, either through regulation or
by restrictions on foreign ownership, of the entities offering
telecommunications services of all kinds.



The Paper deliberately refrained from proposing specific
programs, much less assigning responsibility to particular departments, on
the grounds that this would have to await federal-provincial discussion. In
the event, the wait to implement large parts of the Green Paper was a long
one: the "immediate challéngé"'of the 1973 Green Paper has turned out, in
large part, to be the current (1982) challenge to planners and policy makers
in the Department of Communications and other departments and agencies

involved in communication, cultural, social, and industrial policy.

- The Green Paper called for recognition of a "national dimension"
in the telephone system, a systém which is at once difficult to describe,
more difficult to explain, and one of the best in the world in the context
of what most people expected from a phone system a decade ago. The Paper
laid the basis for bringing common-carrier telecommunication'regulation, as
well as broadcasting regulation, under a re-named Canadian Radio-television
and Telecommunications Commission a few years later, something Ottawa could
do on its own. The Paper also prepared the way for the attachment and
intercoﬁnection policies that were to introduce a new element of competition
iﬁ the telecommunicatiqns equipment and services industries, as had been
done in the United States in 1968, and as had been.recommended by the

von Baeyer task force.

The Green Paper noted that both cable and satellite transmission
services introduced "yet another obscurity into the once relatively clear
distinction between broadcasting and point-to—point forms of telecommunica-

tions”.




The Green Paper declared that in Eelematics systems providing
remote access to databanks over télecommunications networks, "Canadian
content will be as much a matter of concern as it already is with regard to
broadcast programming”. But computer service in the home was in its early
days and "it is at present‘too early to.determine the proper balance of
policy that will best serve Canadian interests and values in this regard”.
The evolution of telecommunications had “created a grave imbalance between
the resources devoted to the development and technology of systems, and
those devoted to the creation, production, and distribution of programming
and information content”., The regulatory agency would have to see to "the

attainment of a proper balance between the social, cultural, economic, and

.technical aspects of communications, in accordance with clearly stated

national objectives”.

But how could the government at one and the same time assure the
independence of regulatory agencies and their adherence to broad government

policy? The Green Paper said:

(S)ince it is impossible, particularly when drafting a statute
dealing with so complex a subject as communications to foresee
all the social, economic, cultural, and technological develop-
nments and new situatioms that may emerge, opportunity must be
provided for the Governor in Council to give directions, compa—
tible with the statute, as to the policies to be followed in
pursuing national objectives.

But there would have to be exceptions to such authority to make
sure the government did not use it to show favoritism to licence applicants

or to interfere with programming and free expression.



- To summarize, the Gréen’Paper gave>a broad interpretation to
communications policy, making it parallel to existing poliecy for broad-
casting. The full range 6f this policy was to be applicable by the
government, on the one hand, and the regulatory ageﬁcy, on the other, with
the government to be given'authority to assure thgt the agency adhered to
national objectives.

In the event, the jurisdiction of the CRTC was broadened, but the
means of making it responsive to govermment direction are only today the
subject of cabinet action. In the meantime, the role of the Depértment of
Communications in general‘communication policy-making was not specified.
The effect was to create two departments of communications, the DOC and the
CRTC, with the CRTC through:its extensive regulatory and supervisory
authority being the stronger of the two in several broad and critical

policy-making areas (to be discussed later in this report).

From the bright green vision of March 1973 we turn to the drab

green prescriptions of April in Computer/Communications Policy: A Position

Statement by the Government of Canada, presented as "a positive basis for

diécﬁssion with provincial govermments and others who share the federal
government's concern with this wvital area”. In retrospect this Green Paper
appears to have been more a matter of giving the DOC, and others, something
to be getting on with. The Statement touched the bases of the von Baeyer
report in data communications, industrial development, new informatics
systems and applications, and coordination of telematiecs in the federal
'government. It accepted the view that govermment should be mainly a
"catalyst"” ‘adopting a "stimulative" approach. But in dealing with systems,

applications, and the "public good", it stated:
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Also taken for granted is the need for rational guidance, so
that the beneficial promise of computer/communications will be

i1
| o

achieved through conscious planning ——- rather than being left to [qu pJ

the unpredictable working of the market-place. Myﬁh

peft”

But the government diverged in an important way from the task
force's concept of a focal point for strategic planning and the coordination
of programs. The original recommendation, combined with the minister's
powers under the Act, would have come close to making the DOC itself a
central agency of government; that is, a department with authority over
other departments. The government drew back from this. The focal point
would be created by setting up an interdepartmental committee with "broad
policy and program responsibilities". The chairman and a small secretariat
would be drawn from the DOC. Strategic planning would be bi~focal: both
DOC and the Department of Iﬁdustry, Trade and Commerce were to strengthen

their strategic planning capability in telematics.

What happened in practice to planning in, and of, the DOC in the

wake of these ambitious policy papers?

The broad vision of communication policy went off to the

electoral and federal-provincial wars, in which much of it was to remain

mired for some years to come. The telematics policy struggled for its place

in the sun among the "line" functions that the DOC had inherited, particu-
larly the glamor business of putting up communications satellites, the
demanding work of managing the electromagnetic spectrum, and the tugs of

both on the research and development capability of the department.

During and after the planning exercise of the Telecommission,

departmental planning was under an assistant deputy minister, a source of

4
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conflict since ADMs of other sectors did not care to be planned by a peer.

At the time the focal point apparatus was set up in 1974, this problem was
solved by making the ADM in question assistant deputy minister of researqh.
Both the interdepartmental committee and the computer/communications

secretariat were disbanded by 1978,

"The focal point was a problem in bureaucratic terms,” I Qas told
in an interview by one of those who had been connected with it at a senior
level, "Interdepartmental committees usually have a very definite life
span, dealing with particular issues over a limited period. The tendency is
for them to start at the deputy minister level, then the deputy minister

delegates an assistant deputy minister, then the ADM delegates a director-

general, and so on, until they peter out”.

The secretariat followed the committee into oblivion. It had
served as a focal point in the department for monitoring and analyzing
trends, issues, and policieés in the rapidly developing field of telematics
both in Canada and abroad. The development of strategic planning capacity
at'the departmental level in the field of teleﬁatics did not occur in either

the DOC or ITC. Both action planning and envirommental planning tended to

be compartmentalized in the sectors and directorates of the departments.

True, there was a "policy” sector in DOC under a senior assistant deputy

minister, but by the nature of its position and mandate there were limits to

the extent to which it could coordinate and plan for the whole department,
let alone for the many departments and agencies with which the DOC had busi-
ness. Indeed, the policy sector was in somewhat the same invidious position
as the earlier planning sector; that is, it was clothed with authority to
"make policy" for line sectors which preferred to make their own policy and

often did just that.

N r
{



Hiatus: political and administrative strains

AR B R B Uh T
A

The hiatus of the 1970s in communications planning in general, and
Department of Communications planning in particular, has to be seen in
relation to both the politicél developments of the times and the reforms of
governmental decision-making methods and organization that were undertaken

by the Trudeau ministry.

The planning exercise in the DOC was, as mentioned, a pioneering
work which alerted the public, and more particularly the provincial
governments, to the social and cultural import of the new communications for

those who exercise power, What Instant World and the other offshoots .of the

Telecommission were spelling out to Canadian policy makers were the
importance of "Communication Theory and Political Integration" and
"Transaction Flows as Indicators of Political Cohesion", to borrow a couple

of chapter headings from Karl W. Deutsch in The Integration of Political

Communities, published in 1964. "What interests us in politics,” said

Deutsch (p.78), "is the quantity of people in communication with each

other.”

The province of Québec was already alerted to the issue. A
project for direct satellite communications between Québec and France had
been a subject of contention in the Ottawa-Québec—Paris triangle of the late

1960s.

: Now, in the early 1970s, the Québec government developed a policy

of "cultural sovereignty" for the province, and its communications



department became one of the most active in pressing this aspect of
provincial autonomy. Then, in 1976, the Québec election brought to power a
government that beiieved in sovereignty, period. But other provinces,
several of which owned their own telephone companies, and regulated them as
well, were also becoming aiert to the "infegrativef and power-defining
nature of cémmunication gystems. As Ottawa recognized in the "bright green”
Paper, major federal-provincial negotiation lay ahead to fulfil the-
"egsential"” condition "that there should be agreement among all Canadian
governments on the objectives of a communications policy for Canada”

(Proposals, p.35).

Communication concerns were, of course, but a part of the broad
constitutionai effort in the late 1970s to accomodateithreeffhrusts: na-
tional unity in federalism, Québec nationalism, and regional —— particularly
western —- particularism. This was the political "envirommental factor"
which would have had a strong effect on communications planning in Ottawa no

matter how good the adminigtrative arrangements for it had been.

What were the administrative arrangements for planning in the

period with which we are concerned?

Much has been written about them in scholarly books and articles.
Our main reference here ~— and one which draws on the others —- is How

Ottawa Decides: Planning and Industrial Policy-Making 1968-1980,. by

Richard French, a business management specialist and teacher who worked in
the Machinery of Government Directorate of the Privy Council Office from

1974 to 1977 and is now a member of Québec's National Assembly.




In an earlier period, a general sense of coherence and direction
had been given to the machinery of government by the "mandarinate",

according to J.L. Granatstein's The Ottawa Men: The Civil Service Mandarins

1935-1957. Although he credits his heroes with roles that make everybody

else in Ottawa sound like Jvoices off", Granatstein effectively describes
the similarity of educational attainment, ieadership style, social outlook,
and unadvertised political viewpoint that enabled this group, largely
through informal means, to influence and mediate policy-making across the
key Ottawa departments, The age of big and pervasive government put an end
to the adequacy of this type of arrangement, as did the hostility of the
Progressive-Conservative opposition, which saw it as a kindvof conspiracy of
the governing Liberal party and the bureaucracy to perpetuate their power.
An effort to rationalize the machinery of government was set in ﬁotiqn,by
the Diefenbaker ministry, with the appointment of the Glassco Royal

Commission on Government Organization, and by the succeeding Pearson

ministry, with implementation of the Glassco Planning, Programming,

Budgeting System (PPBS), the strengthening of the Privy Council Office to
give the prime minister greater control at the centre (Pearson being ever
mindful of the extend to which departments had become ministerial fiefdoms

in the St.Laurent ministry), and the development of the cabinet committee

system.

In taking up the story, French offers the following definition of

planning:

Planning is the attempt to place government policies and programs
within a suprasectoral or national context to permit political
decision-making about their relationships and relative

priority. -




He recounts that when Mr. Trudeau came to office in 1968, hé and
his advisers "were determined no£ to continue the goverhment—by—crisis
pattern which characterized the Diefenbaker and Pearson administrations". A
'"commitmeht to planning, policy formulation and co~ordination" was fundamen-—
tal to the new administration. A more collegial style of government was to
be linked to careful planning in the central agencies of government, "those
which exist to co-ordinate and control the activities of the so—called line
départments (which deliver programs to the public)...". French repdrts that
there was optimism about the effectiveness of new forms of analysis, a
positivist view of the social sciences, and a receptive attitude toward
fashionable forms of corporate planning. Galbraith's "technostructure" was

to replace the mandarinate:

A new generation of technocrats, whose claim to involvement in
the solution of public problems lay in their formal training and
substantive expertise rather than in seniority and experience,
saw in the planning movement an ideal instrument to speed the
supplanting of the mandarinate and their own succession to
power.

In the event, however, conflicting sources of planning‘dirigisme
produced a kind of immobilisme, The Privy Council Office, the Treasury
Board Secretariat, and ‘the Finance Department produced "three different
'agency philosophies about planning during the major part of the decade”.

Each version became a constraint on the others.

The cabinet planning system in the PCO was "based on an ecletic

(critics said incoherent) mixture of corporate planning theory, cyberneticé

and systems, with a smattering of technological forecaéting‘and futurology”.

The Treasury planning system proceeded from strict evaluation techniques to
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"a more systematic framework of government goals and objectives than the
Cabinet Planning System was able to provide" —=- or than any democratic
system could provide, one might add. The financial planning system,
meanwhile, embodied a "'steady as she goes' macroeconomic policy, which

assumed that structural problems would in time take care of themselves”.

But planning there was, and the emphasis on it at the centre of
government affected the departments:

Between 1965 and 1975 ... the whole notion of policy and

objectives as conceptual frameworks, above and beyond particular

programs, and knitting such programs together, spawned a profound
change in the atmosphere, norms, prestige structure and career
patterns in the federal service. Where program management and
broad experience were once the sole qualifications of any
significance, a new, parallel, and in many ways attractive career
path in the policy, planning and analysis functions opened up.

In French's view, the incompatible central planning philosophies
produced fatigue in the whole system —— "analysis paralysis", as it was
called in Ottawa —-- and made it politically unresponsive, as the reduction
of the government to minority status in the 1972 election indicated. During
the 1972-1974 period, which was when the fruits of the Department of
Communications' planning exercise were being translated into government
policy, the government's preoccupation was to be responsive to immediate
political issues., After the 1974 election had restored majority government,
a broad ill-defined exercise in setting government priorities was under—
taken, but gave way the following year to concentration on the problem of
inflation and the resort to wage and price controls. Immediate economic
problems remained preoccupying but were joined by constitutional concerns,

and the future of the country, as overriding issues of national policy.



French scércely mentioné the Department of Communications in
painting his broad picture, but is is plain that the early emphasis on
planning in the DOC, and the later de—emphasis, corresponded to the general
trends in-Ottawa during those years. Of particular relevance to the DOC is
his account of the conflict between macroeconomics, or big-lever economics,
and.microeconomics, or structural-change economics. The conflict can be
seen in the reports of two different senate committees, one on foreign
affairs advocating free trade with the United States, the other on science
advocating structural change to heighten the science content of Canadian
industry. Or it can be seen in a similar confrontation between the Economic
Council of Canada, in its days of advocating world free trade eventually and
free trade with the U.S. now, versus the constant and ever more urgent
reports of the Science Council of Canada arguing for "technological
sovereignty"”. Within government, we see the macro approach of the finance
. department against the micro approach of the PCO planning group and

departments more concerned with industrial structure, such as the Department

of Communications.,

From pressing an overall "industrial strategy” in its early
years, the Trudeau ministry retreated to a policy of sectoral and regional
initiatives. Central planning and technocratics gave way to political

exigencies and pragmatics.

French observes:

One of the reasons that industrial strategy is a classic planning
problem is that it not only requires a significant degree of
concertation within the federal executive but also between the
federal and provincial govermments and between governments and’
the private sector. '




He quotes Richard Simeon, director of the Institute of
Intergovernmental Relations at Queen's University, to the effect that:
"Ottawa has neither the constitutional and fiscal power, nor the political

legitimacy to be responsible for industrial strategy on its own."

The various problems of consultation, co-ordination, and planning
in-the area of industrial strategy had been taken into account in the DOC

planning exercise, particularly by the von Baeyer task force. But in the

.environment of the second half of the 1970s the recommendations, even where

implemented, as in the case of the focal-point apparatus, tended to wilt.

In his general conclusions on the central planning systems of the

late 1960s and early 1970s, French says their failures

can now be.traced to the anti-political assumptions of the
systems themselves, notably the idea that such instruments could"
be so compelling in use, as to dispel that mélange of ambition and
idealism, ignorance and wisdom, selflessness and self-interest,
which characteristizes any kind of collective decision making.

"Planning," he writes, "is a search for overriding criteria
against which decision-making about the relationship and relative priority
of policies and programs may be undertaken.” But "planning without public

consensus and support becomes sterile and diffused”.

French found that by ﬁhe end of the 1970s:

It is now difficult to find planners in Ottawa. People ‘describe
themselves as policy advisors, co-ordinators, evaluators,
managers, but rarely as planners. The notion currently evokes an
unappealing image within the bureaucracy ....




New Directions: expansion and indigestion

The dispersal. of the Department of Communications' planning function to the
various line sectors of the department, together with thé apparent running
&own of the department's initial impetus, caught the attention of a number
of advisory bodies. The Science Council had been urging the federal
government, in tones of growing urgency since 1968, that Canada should mount
a stronger industrial effort across the range of high technology, including
computers and communications. Closer to home for the DOC, the Communica-
tions Research Advisory Board was stressing the Iimportance of . planning.

Here are some excerpts froﬁ its April 1981 report for 1980-1981:

We have, in previous reports, stressed in various ways the
importance. of planning and the need for DOC to set in place a

comprehensive planning process. We consider this a matter
needing urgent attention....

No organization, large or small, public or private, can-be a
continued success without embodying an active planning
function....

The information/communications industry is becoming the most
important growth business in the world. Clearly defined,
constructive and consistent support by DOC can play a vital role
in shaping the Canadian opportunities in this industry. Although
strategic planning is the responsibility of senior management,
this does not mean that a support structure is not needed. On
the contrary, it is essential.

In 1978 the Communications Research Advisory Board proposed a
planning position. 1In 1979 the board was gratified to learn of

‘the establishment of a Planning Secretariat. Now the positions
are vacant,

The Planning Secretariat mentioned in this report was established in
accordance with a concept circulated by the deputy minister which outlined

three types of synthesis that should be carried out by the secretariat.




1. It should bring together from all available sources —— cabinet

documents, ministerial statements, Speeches from the Throne, and so on ——
the broad objectives and priorities established by the government and relate

them to the work of the department.

2.. It should draw together into an envirommental analysis the
inférmation on trends and events outside the department that could have a
significant impact on its programs. It was expected that input would be
obtained‘from professional journals, conferences, and contacts with people

in industry, other departments, other governments, international agencies

and universities.

3. Finally, it should bring together information from available

evaluation studies undertaken to monitor the progress and results of

~ departmental programs and policies.

These proposals followed the general lines, but not the detailed

.structure, of recommendations made by consultants in January 1979 (Price

‘Waterhouse. Associates, "Report on Organization of the Policy Sector and the

Planning Secretariat".) The kind of problems that proposals for comprehen—
sive planning at the departmental level run into from line managers --

"Planning is fine so long as it doesn't interfere with the way I want to run
things"” —— is indicated from the following quotation in an appendix to the -

Price Waterhouse report:

In recommending a Planning Secretariat there is no attempt on our
part to usurp or diminish the responsibilities of Departmental
line and staff managers. Planning at all levels is their
responsibility. The function of the Planning Secretariat is to
act as a catalyst -- to stimulate, co—ordinate, advise, analyse
and assist in the development of plans and decisions. Final
authority for such decisions, however, must continue to rest with
appropriate levels of management.




When even the modest, two—member Secretariat was allowed to
lapse, the Communications Research Advisory Board returned to the attack.
Its chairman, Ran Ide, was asked by the deputy minister of the department to
advise on the most effective means of implementing CRAB's recommendation for
"the appointment of someone with a documented and clearly successful
background in strategic planning who will have overall responsibility for
the function within the department, report directly to the Deputy Minister
and be a member of the Senior Management GCommittee" (Ide-Maclean, p.l).
Agsisted by Don Maclean, then executive assistant to the deputy minister,
Ide proceeded to hold structured discussions of planning needs with the
assistant deputy ministers. Ide and Maclean were able to report a
"composite view" of the ADMs in December 1981, including the following:

[A] comprehensive planning process at the most senior level in

the department, as recommended by CRAB, would help overcome the

compartmentalization that sometimes exists between sectors in
areas where coordination and cooperation would be more appropri-
ate, By identifying a clear and consistent set of departmental
objectives and priorities, it would also assist management in
reallocating resources from low to high priority areas. Finally,
by assisting senior managers in articulating the department's
overall mission and ensuring that it is reflected in DOG
activities, effective planning would improve the department's

ability to communicate with the public, with client groups, with
the federal and provincial governments and with its own staff.

The department is still struggling in 1982 to get the planning
function actually established. The disenchantment after 1972 with compre-
hensive planning in government, described by French, appears to be deep—
rooted and Widespread. And the function of co-ordinating policies and
programs, entrusted to the policy sector, seemed tovbreak dowvn into

competition between the policy sector and the line sectors for the deputy




- 31 -
minister's ear. Rather than co-operating with one another, they tended to

bypaés one another.

In the meantime, the rundown state of Canadian communications
policy in relation to the high purpose of the Telecommission world and the
Green Papefs had been the ;ubject of a report in the dying days of the first
Trudeau ministry ~— in March 1979 —— by the Consultative Committee on the
Implications of Telecommunications for Canadian Sovereignty. Appointed with
a sense of urgency at the end of November 1978, the committee brought
together a highly qualified gfoup from communications, business, and
ecohomics under the chairmanship of a former justice of the British Columbia

Supreme Court, Hon. J.V. Clyne. The former executive director of the

_Telecommission, Henry Hindley, was its secretary, and Pierre Billon,

director of the ill~fated Planning Secretariat described above, was the

associate secretary. The report was entitled Telecommunications and

‘Canada.

Hastily covering much the same ground as the Telecommission, but

" this time with broadcasting very much included, the Clyne Committee often

sounded like a cri de coeur from the DOC's initial planning exercise. The

committee regretted that:

In Canada the sense of urgency generated by the Telecommission
disappeared. The federal and provincial governments embarked on
long-drawn-out discussions. The educational technology program
was discontinued in 1975 and the federal interdepartmental
committee on computer/communications was dissolved in 1977,



Commenting on the fact that the intention expressed in the 1973
Green Paper of enabling the govermment to glve direction to the CRTC had
never been carried out, the Clyne report sald:

The absence in the Broadcasting Act of any general authority for

. the Governor-in-Council to give guldance to the CRTC in the

implementation of the statutory broadcasting policy for Canada

has had the effect of leaving the Commission to determine policy

through an interconnected series of ad hoc decisions, with 1little

regard for what our federal and provincilal governments may deem
to be in the public interest.

The commjttee noted that the communication problems faced by
Canada in 1979-1980 were virtually unchanged from those taken up by the
Telecommission and its offshoots in 1969-1972., It commented:

The fallure of the 'wired city' to spring instantaneously into

existence has perhaps led to a complacency that could in the end
be disastrous. ’

The -committee said Canada was being swamped by foreign
broadcasting. There was a danger that foreign interests would get the
dominant share of the market for data processing services and that far too
much of the information stored in databanks would be of foreign origin.

Canada was heavily dependent on imports in telecommunications technology.

The - committee said that despite Branching Out and the Green ‘Paper

on computer/communications "no policy has yet been formulated". Of the 39

recommendations in Branching Out, 36 had been addressed to the federal:

government, and among these, action had been taken in four cases. Action
taken in five cases had been later discontinued. In 24 cases no action had

been taken. -




Discussing industrial policy -and telematics, the.Clyne Committee

said, "We note that in this area there is a serious lack of co-ordination of

government policies and programs”. It was urgent to reorganize interdepart-—
mental leadership in telecommunications. Discussing federal communication
policy generally, Clyne called for the federal government to provide

"leadership and long-term planning"”.

In the spring of 1979 a federal election brought about a change
of government and in the winter of 1980 the government changed back again.
But it must be remembered that the Trudeau ministry that returned to power
in 1980 differed in some essential ways from the Trudeau ministry that went.
to the country unsuccessfully in 1979. The new 1980 ministry was>a reform—
minded government, determined to press forward with projects of constitu-
tional and economic nation-building. In communication policy, this meant a
return to the thrust of the "bright” Green Paper of 1973 and, in particular,
the assignment in 1980 of responsibility for cultural policies to the

Department of Communications, to which was transferred the Arts and Culture

sector of the Secretary of ‘State's department, together with the ministerial

reporting function for the major cultural agencies,

As in the case of the organization of the DOC itself, a major

planning exercise was undertaken,. this time through appointment of the

- Federal Cultural Policy Review .Committee under the co-chalrmanship of

Louis Applebaum and Jacques Hébert. The committee .was created in the summer
of 1980 to "undertake the first comprehensive review of Canadian cultural
institutions and cultural policy since the Royal Commission on National

Development in the Arts, Letters and Sclences of 1949-51, also known as the



-Magsey~Lé&vesque Commission”. At the same time, the DOC became more active
in p611cy~planning in the fields of broadcasting, copyright, transborder

data flow, and regulatory reform in connection with the CRTC.

Like the Telecom@ission, the Applebaum—Hébert committee sought to

combine the advantages of a royal commission with those of a task force
responsive to the policy¥formation issues facing the greatly expanded DOC.
Extensive public hearings, preceded by a consciousness—raising exercise,

were held and became the subject of a preliminary report, Summary of briefs

and hearings. The degree of integration between department and committee

became a subject of controversy owing to the membership of the deputy
minister, and the assistant deputy minister of arts and culture, and they
© withdrew from the committee before it drafted its final report which, at

- time of writing, is. pending. . The incident indicated that the public has
come to expect a degree of independence in task forces that is provided by
statute and tradition in the case of royal commissions. It remains,

- however, that this type of inquiry can be more easily tracked by the
department, more easily coordinated with departmental planning, and more
easily’made responsive to departmental guidelines if the department so

- chooses.

Meanwhile, the joining of culture and communications in one
depértment has produced an uneasy partnership. Efforts have been made in-
the annual strategic overview to give them an appearance -of responding to
common policy  concerns. Planning is under way for an "electronics and
humanities” directorate in DOC's research sector. But with cultural policy
itself still to be the subject of -a governmment position paper,  the- problems

of the fit between the cultural sector and the already existing sectors of.




the department -~ both conceptually and organizationally —- remain to be

resolved.

Thus the picture we had of the DOC before 1980 -— compartmentali-
zed, unclear in its direction, and lacking arrangements for the planning,
coordination, and.evaluation of overall departmental policy -- is aggravated

by the new problems consequent upon the addition of the cultural sector.

This leaves the department unable to meet theustand;rds of ..
planning required by the governmment's Policy and Expenditure Management
System (PEMS), which is the administrative means by which the principle of
responsible government is realized‘in the spending of money. The system
enables Parliament to examine the "supply" of resources to be granted the
government both in broad categories and in elaborate detail, together with
forecasts of spending for four years beyond the year in which Parliament is
asked to. translate spending "estimates"” into resource "appropriations"”. The
system also provides the means for Parliament to check back later and see

that resources have been properly spent.

Generally speaking, approval for new policy and spending initia-

tives must come from one of four “"resource envelope" policy committees of

.Cabinet dealing respectively with economic developement, social development,

~ foreign and defence policy, and govermment operations.. Within the projected

fiscal framework, resources are apportioned to the committees, each

sub~tended by a secretariat, with adjudication among them resting with the

Priorities and Planning Committee, under the chairmanship of the

. Prime Minister. On the side of cost control and ménagerial;efficiency, the



Treasury Board exercises government-wide responsibilities through its
. secretariat to assure that its criteria will be met before departments

actually get money to spend.

The PEM System, flowing from the recommendations of the Lambert
Royal Commission on Financial Management and Accountability, is described in

the 1980 Guide to the Policy and Expendituré Management ‘System. What

concerns us here is the role that planning is intended to play in this
method of tying policy to expenditure, and expenditure to policy. The Guide

states:

It is essential to effective multi-year policy and expenditure
planning that systems be in place to enable departments and
agencies to conduct forward strategic and operational planning,
to control their activities, to ensure that they are achieving
the desired results, and to evaluate the efficiency and effec—
tiveness of programs in comparison with alternatives. These
departmental activities provide the input to the central planning
and decision-making process and are the basis for sound manage-
ment of the execution of policy and program directions from

" Cabinet.

Of special importance to the type of general departmental
planning being considered in this report, as distinct from operational
planning, is a section of the Guide (p.19) dealing with the Strategic

Overview: -

Departmental strategic planning involves the establishment of the
department's role, its. long~term objectives and the departmental
strategies, policies and programs which meet these objectives.

It is concerned with ensuring that the department's planning
contributes to the development of, and remains respon81ve to,
government policy and direction. -

Strategic planning is an ongoing process whose outputs may not be
contained in a single document, but rather in a set of documents
related to specific departmental program areas. However, it is




necessary to provide an overall perspective and annual focus to
the strategic planning process in order that Ministers can relate
departmental plans to the government's policy priorities and its
overall expenditure framework. This perspective is provided by

departmental Strategic Overviews.

In response to planning guidelines from the appropriate Policy
Committee, all departments develop a multi-year Strategic
Overview annually, for submission by the end of March to the
committee, and to the Treasury Board for inforamtion. The review
of this document by the Committee results in confirmation of, or
modification to, the department's objectives, general policy

- direction, and strategies. It may also result in dpproval of
some specific changes in policies and programs, or directions for
further development of alternative changes for consideration by
the Committee in due course.

The form and content of the Strategic Overview varies according
to the nature of the activities of the departments, but
includes:

(a) a review of the objectives of the department in the light of
: the overall and relevant sectoral priorities of the govern—
ment, including the necessary changes to objectives;

(b) a review of alternative strategies for ﬁursuing objectives,
identifying associated costs, benefits and -other issues;

(e¢) a description of proposed changes to currently approved
policies and programs in relation to the department's
objectives and strategies. Such policy and program changes
include new programs or program enrichment, as well as
elimination or reduction of service, benefits or activity in
existing programs; and

(d) a summary of the findings of program evaluations and the
changes proposed -as a result of these findings.

In practice, the preparation of the Strategic Overview for the

appropriate policy committees of Cabinet at the end of March is closely

- linked to the so—-called "lodge meetings™ (Keltic, Jasper, Meech Lake etc.)

which bring ministers together to discuss the broad policy goals and

priorities for the period ahead.



At the Meech Lake meeting in June of 1981, for example, Cabinet
established an ad-hoc committee of ministers to bring together a framework

for economic development. The upshot was Economic Development for Canada in

the 1980s, issued in November of last year. The report envisioned the 1980s
as a boom period and put embhasis on, first, resource industries gincluding
the abortive energy mega pfojects),and transportation of bulk commodities;
second, manufacturing "both to supply machinery, equipment and.materialsq
needed for resource developmeﬁt and to extend the further processing of
resource products beyond the primary stage”; and third, the-development and

exploitation.of advanced technology and high productivity goods and

services.,

The reasoning behind these priorities is summarized in the

opening paragraphs. of the document:

The decade of the 1980s holds great promise, offering oppoffuni~
ties of unprecedented magnitude and the potential for lasting

benefits from economic renewal to Canadians in every area of the
country,

The leading opportunity lies in the development of Canada's rich
bounty of natural resources. There is increasing world demand
_for Canada's major resources —— energy, food products such as
grain and fish, forest products, and minerals such as coal and
potash., The 1980s will see substantial development of energy and
energy-based industries such as petrochemicals, and further
expansion of agriculture, forest-based industries and mining.

These developments will involve massive- investments -in  productive
capability and in the transportation industry's capacity to ship
bulk commodities. The recently published report of the Major
Projects Task Force, for example, identifies $440 billion of
potential projects, predominantly in the energy and resource
sectors, which are under consideration for investment between now
and the end of the century. At the same time, rapid population
growth in the world is placing new demands on the supply of food,
and in response to rising world prices further expansion and
modernization of the agrlcultural and food sectors throughout
Canada is in prospect. : . .




Linked to this growth dynamic, a second area in Canada is
presented with exceptional economic development opportunities in
manufacturing activity both to supply machinery, equipment and
materials needed for resource development and to extend the
further processing of resource products beyond the primary stage.
The massive investment in resource development projects will
generate many billions of dollars worth of opportunities for
supplying these projects or developing new resource-based
products, not only in the traditional manufacturing centres but
also in the resource-rich regions where industrial
diversification is a long-standing objective.

The third direction of growth is also linked to resources but of
a different kind -- namely the innovative resources of Canadians
in the development and exploitation of advanced technology and
high productivity goods and services. Canadian creativity has
proved -- in manufacturing, engineering and service areas such as
nuclear technology, aerospace, communications, electronic data
processing, retailing and urban transportation equipment -- that

we can place ourselves at the forefront of technological change
in selected world markets.

Communications technology, equipment, and services are involved
in each of the three thrusts, particularly high tech. But the ordering of
priorities does not, of course, reflect the view of such sources as the
Telecommission, the Science Council, and the Clyne Committee that advanced
countries are moving toward an "information society"” in which more than half
the labor force already consists of "information workers”. 1In this view,
Canada would have to reorder and redefine the essentially traditional

ranking of economic priorities in Economic Development for Canada in the

1980s. Regional and social concerns, together with the power of vested
interests and conventional wisdom mentioned by Kierans at the very outset of

the DOC, would make this difficult to do.

The documentation and interviews in government and industry
conducted for this report provide evidence of a widespread view that one of

the reasons for government lack of emphasis on information technology lies



in what several sources described as the inadequate "vision"” of the DOC
itself. Their criticism goes directly to the issue of compréhensive
planning, the coordination of policies and programs in the policy sector of
the DOC, and the ability of the department to express itself as a policy-
making department, as well as a "line"” department. While the department has
achieved outstanding successes in satellite communications and the experi-
mental stage of consumer—telematics through Telidon, and such achievements
are immensely effective in public education, the criticism remains that the
department has not "got its act together”. It has not served as a focal
point, to the extent that its talents and capabilities would support, for
keeping Canada up to the mark in telematics in an extremely competitive

world.

The Strategic Overview is regarded by many in the DOC -- and many
in government generally -- as the departmental "sales pitch" for funds,
rather than the more sophisticated policy document envisioned in the PEMS
guide. It may be that the Policy and Expenditure Management System
itself -- quite contrary to intentions —-- puts a spin on policy-making in
favor of big-ticket items. The bigger the expenditure, the bigger the
policy. That is, the dominance of this type of policy-making system in
government may serve to diminish the attention to policy-making that
requires little or no additional spending -- "rules of the game" policy —-
but could have as great or greater effects on social and industrial
development of the country. "Projects” are simple and may be relatively
autonomous. "Policies" are intricate and involve many interdependent

elements. The DOC is strong on projects, weak on policy.




An Agenda for Planning

The priorities of an agenda for planning in the Department of Communications
can be derived from the problems that have arisen in the absence, or
weakness, of planning and coordination in the department. The rest of this

report seeks to identify important areas under chapter headings descriptive

" of the main activities of the department.

Chapter II deals with telematics, the combination of telecommuni-
cations with informatics (computer-processing of information), with the
emphasis on the programs the department has developed in informatics:
Telidon, office automation, and government communications programs. - These
are seen in the light of the "policy framework for the economic development
of the communications/information sector” prepared by consultants for DOC's

policy sector.

Chapter III opens a diversion from the telematics theme to
consider some conceptual problems with which the department has been faced

in becoming a department of culture as well as communications.

Chapter IV develops the cultural theme by discussing. the origins
of current cultural policy in the development of broadcasting policy. since
the.19305. The chapter veers back.toward telematics in considering the
regulatory problems that have developed in relation to broadcasting, as well
as the problems of coordination between the rggulatory agency (the Canadian
Radio-television and Telecqmmunications Commission), and the Department of

Communications and the government generally.




Chapter V, on communications carriage, titled "Transmission”,
brings us back fully into telematics and the basic questions of the capacity
and sophistication of networks which were raised in the DOC's initial
planning exercise, These problems are seen in relation to the vast increase
in the capacity and variety‘of the means of transmission, and in relation to
constitutional provisions and socio—-economic policies affecting communica—

tions.,

. Finally, chapter VI suggests a mediative approach in defining the
function and setting out the work plan of the group working under the -

Special Planning Advisor to the Deputy Minister of Communications.




II.

TELEMATICS

Introduction: A Broader Constituency

As the Telecommission studies foresaw, computer/communications —-
described here as telematics -~ advanced in business and industry in the
1970s and also in' the field of education. It was only in the 1980s that
telematics began making a major impact on the consciousness of the general
public in North America. 1In the winter of 1982, for exampie, three
mass~circulationvnews magazines —— Time and Newsweek in the United States
and Maclean's in Canada — came out within a few weeks of one another with
cover stories on the home computer boom. There has beén something like a
quantum leap this year in the amount of space that newspapers, particularly
on ﬁhe business pages, are devoting to telematics. In August the front-page
feature of Barron's national business and financial weekly in the

United States was devoted to the "Videotex Revolution".

The surge in general consumer interest means a change in tﬁe
political environment for considering communication policy. Telematics will
have a much broader constituency than the rather specialized one that has so
far been interested in it. Telematics issues are more likely to become

political issues.

In this chapter the emphasis is on information processing —-—
informatics. Chapter 5 will concentrate on information carriage --—

transmission.



Overview

The leading edge of telematics activities in government is at present in the ,

DOC's research sector. It is in fact a sector of research, development,
experiment, application, promotion and industrial strategy. Also of great
importance to the progress of telematics, owing to the govermment's extensi-
?é role as a user, is the DOC sector covering‘government telecommunications
(as well as spectrum management). Finally, the policy sector of DOC, as the
name implies, 1s where the bits and pleces are pulled together in policies
relating communication capabilities to social, economic, federal-provinecial,

international and other policy-making areas of government.

The policy sector is at present trying to sharpen its capability
for measurement and analysis. One of the contributing studies to this

process is Toward a Policy Framework for the Economic Development of the

Communications/Information Sector, by Price Waterhouse Associates (referred
to hereafter as PW),.complete&_November 30, 1981. The study covers
carriage, equipment, content,,and computer services; parts of it will
therefore bé more relevant to later chapters. Its main omission in relation
to teiematics is the field of in—house data processing, as distinct from the
independent service bureaus, although in-house activity is estimated to be
seven to nine times as large as open—market activity. (The omission was
part of the negotiated terms of reference.) The PW report eschews the
"revolutionary" view of telematics:

We tend to be cautious about prophecies of a coming "information

economy”, "information revolution” or "third wave", despite the

enthusiasm of a variety of authors, ranging from Toffler and
Servan—Schreiber to the Clyne Committee. One reason is that such
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proclamations imply some sort of discontinuity. In fact, the
communications/information sector was a major contributor to the
Industrial Revolution and to subsequent development. The role of
transport -- waterways, railways and ultimately highways and
airways —— to the opening up of the broad markets and raw
material sources required by large scale industry is obvious.

The contribution of better communications =~ printing, postal
service, the telegraph, the telephone, not to mention equipment
such as the cash’ register —-- to the broadening of markets, -the
development of large organizations and the education of the labor
force is less obvious, but undeniable.

The recent growth in the importance of the communications/
information sector represents a continuation of this trend.

My own view is that while this interpretation puts a valid
emphasis on continuity, it may underestimate the extent to which the present
merging and extension of the media will change what they touch. The inte-

gration of informatics and transmission means that the old communications

infrastructure, which sub-tended the organizations it served and which, like

the transportation infrastructure, had points of departure and points of

" arrival, will gradually be replaced by an intrastructure of information and

exchange which tends to envelop the organizations it serves. The PW view
puts appropriate weight on the intractibility of human ﬁature against being
enveloped by technology. It will be a political problem —— a policy-making

and a planniﬁg problem -~ to see that the telematics envelope is flexible

- and adaﬁtable to the needs and preferences of users. But "technology-push”

or "systems—push” is inherent in telematics; there is no getting around the

fact that it mékes pedple change their ways.

"The.average person seldom uses a library,” said a DOC leader in
social and behavioral research in an interview in Ottawa., But videotex

would demand of its users some of the librarian's skills, no matter how



simple and user-friendly the accessing procedure could be made. "Over the

next 20 years or so, retrieval methods will be a major concern.”

In Toronto, a specialist in educational courseware explained why
new courses were tested on some 15,000 students before being finalized. "If
a teacher doesn't show up for class, they'll cheer and go home. If computer

teaching doesn't work, they'll smash it.”

As the Science Council has pointed out, the technology is “trans-—
formative™. People -— and organizations -- react to the transformation as
they derive new benefits, needs, and problems from it. They conceive what
they will come to think of as "rights" toward the new technology, and these

will be an adaptation of old rights, human nature remaining unchanged.

In describing the information society, the PW report distingui-
shes the gradations of information-intensity within it. While 100 per cent
of society consists of communications/information users to at least some
extent, and 40 per cent or more of employment is in information—intensive
industries, somewhat less than five per cent is in the business of
preparing, processing and transmitting information, or producing, selling,
or maintaining equipment, software and other means of handling information.
The significance of the communications/information sector does not relate to
its percentage of gross national product or employment, but rather to its

critical role in making the whole economy function.



.tive with experience. "In corporate strategy,

The PW report describes six analytical tools that were used in
the study: product life cycles, growth-share portfolio, learning curves,

breakeven analysis, portfolio effect, and sector mapping (pp. 16-30).

Product life cycle (Figure 1) posits a curve which -typically
rises slowly during an introductory phase, then fast during a growth period.
Then the curve goes into a long, shallow dome during the maturity phase,
dropping off sharply into decline when, if ever, decline comes. (The wheel,

for example, has had quite a long maturity phase).

Growth-share portfolio (Figure 2) is a corporate scheme for using
mature, "cash-cow" operations to foster "stars" or "question marks" in the

introductory or growth phase, while getting rid of "dogs" in decline.

The learning curve, applied frequently in high technology indus-
tries, posits that the task of completing a given task or unit of a product
will be less each time the task is undertaken: labor becomes more produc—

PW continues, ."learning

curves are used to justify a strategy of entering a market early and

. pricing aggressively in order to maximize cumulative production and develop

a cost advantage."” PW further observes:

Learning curve analysis is consistent with the growth-—-share
portfolio approach in supporting a niche-—oriented strategy. for
Canada in international markets. Where it differs is in
suggesting the value of an early start, or of stimulation of
domestic sales at an early stage in order to build up production
experience. The government has sought to apply this principle to
equipment for Telidon.
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Breakeven,analysis, relating profit or loss to sales volume, can
be used to examine the sensitivity of profit margins to changes in volume.
A product with high fixed costs, as in most of the telematics area, will be
characterized by far more spectacular profits, or losses, than one with

relatively low fixed costs,’

The implications of high fixed costs depend largely on the
predictability of demand. For telephone and cable systems, where
demand is relatively stable (or growing at a reasonably steady
rate), they are not a major problem. In the content and
software areas, however, the profitability of individual products
is very unpredictable. '

Portfolio effect is a less integrated way of looking at

investment balancing than growth—share portfolio.

Sector-mapping is a way of clarifying concepts by placing
products and services in relation to ome another according to their dominant
characteristics. The communications/information sector map (Figure 3)
developed by PW shows enterprises in the sector against a vertical axis
extending from "end-products” at the top to "means™ at the bottom, and a

horizontal axis extending from "carriage" at the left to "content" at the

right,

Life-cycle, growth-share portfolio, and breakeven analysis were
also the main tools used by tﬁe Royal Commission on Newspapers in its
analysis (RCN report, ch. 5; RCN research, vol. 4, part II), under the
guidance of Laurent Picard, dean of business management at McGill University
Who was one of the three commissioners. The analysis contributed.to .the

Commission's view that public policies were needed to offset the effect. of
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business concentration on the free flow of information and opinion to the

public from a diversity of sources.

The PW report identifies five policy "themes" into which the
‘issues of the telematics area and the broader communications/information
area can be organized (PW, pp. 163-167) and these are appended as appendix 2

of this report. In summary, they are as follows:

1. Rationalization/competition. Where strong. foreign competi-

tion exists "onme would therefore incline to a policy of rationalizatioﬁ to.
create a few Canadian—-based companies which have the scale and the financial
strength to invest in research and-developﬁent, to sell aggressively on a
world scale and to produce efficiently". This view is the same as that of
the Clyne committee, which said in relation to the electronics manufacturing
industry, "It would clearly be advantageous for Canada i1f the existing
structure could be . condensed into a small number of larger firms able to

compete internationally.”

2. Picking_winners. Although it appreciates the need for Canada

to specialize as a country (see below), the PW report is leary of government
gselection of a limited number of "winners", be they products, product.lines
or firms, on which to concentrate government support. There is bound to be
uncertainty about technological feasibility, long—term cost and market
acceptance of new products. Government may be more influenced by
“technological glamor than by real market prospects”, by perceived soclal
and cultural benefits than by commercial feasibility, and by politically

influential vested interests more than by the needs of the economy.
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3. Multinationals/Canadian firms. The report says that even

when multinationals, such as IBM, live up to Canadian guidelines for
balancing imported content with made-in—-Canada content, the balance tends to
be obtained through "manufacturing relatively low technology products such
as typewriters in Canada to offset imports of mainframe computers”. At the
same time, it would be advantageous for Canadian—based.affiliates of
multinationals to have world-product mandates, and Canada has to remember

quid pro quo since it has its own multinationals. On balance, though, PW's

general rule would be to focus support on Canadian-based companies and to

maintain Canadian control over emerging firms.

4, Protection. Protective policy is usually ruled out because

of the interests of Canadian business users in access to critical technolo-—

gy at competitive prices, Canadian consumer demand for broad choice, and the

sheer technical difficulty of erecting barriers to entry of computer

pProcessing and software packages. "Policy must therefore focus in most
cases on strengthening Canadian industry so that it can compete more

effectively, rather than protecting it."

5. Specialization. The smallness of the Canadian market means

Canada must compete in North America or worldwide. It can only achieve the

scale of operations required to do so if it specializes.

In looking at trends, the PW report expected continued rapid
growth in business telecommunications, integrated office systems, electronic

information services (primarily for business use but with some home demand),



(p. 140):

application software, electronic games, and transaction systems. The same

stages of growth envisaged by the von Baeyer task force were foreseen

Opportunities for growth for some communications/information com-
panies may come from expanding their market from large businesses
to smaller ones, then upper income households, then the populat-
ion as a whole. This is the progression envisaged by many for
computers, and is one possible growth path for videotex.

This view in the summation section of the report reflected an

earlier (p. 118) view of the developments leading toward videotex, which we
might define here as consumer telematics, as distinct from producer (govern-

ment and business) telematics:

Electronic information services for business and government use
have grown rapidly in certain niches such as securities prices,
economic statistics, legal information, patents and bibliographic
and abstract services. However, it remains to be seen how many
additional applications there are where business demand for
external information can be met most effectively by electronic
means. Videotex systems such as Telidon are in competition with
conventional computer terminals and with new devices such as the

Displayphone as a means of displaying such electronic information
for business.

There is the possibility of a massive home market for videotex if
hardware and usage costs can be made low enough, and if suffi-
ciently attractive applications can be found. The best prospects
seem to lie in tele-banking or tele-shopping applications, since
field trials show little consumer interest in information
retrieval systems. However, we remain to be convinced that
either Telidon or its competitors will achieve widespread home
use within this decade.

Against such a forecast we can put the hundreds of millions of

dollars being spent on videotex systems in the United States by major
corporations and groups of corporations, which seem likely to result in

considerable-spread, if not "widespread", videotex in the 1980s. But let us




continue the debate over this and other aspects of telematics in separate
discussions of each of the major project areas in the DOC's telematics
spectrum: Telidon, Office Communications Systems, and Government

Telecommunications.

Telidon: Videotex iiber alles

In my interviews in the DOC I asked one of those responsible for part of the
Telidon program, "What is Telidon?"” He replied, "Telidon is one a myth, two
a system, three a terminal, four a coding mechanism, and five an industrial
policy."” From this chameleon-like definition, we might go on to describe
Telidon as any policy, program, or project, in the public or private sector
or both, that contributes to the concept or reality of making the capabili-

ties of telematics available to the general public.

Such a description comes fairly close to what the assistant
deputy minister of communications for research, Douglas Parkhill, wrote in

his 1966 book, The Challenge of the Computer Utility:

Today, as we cross the threshold of the third generation, the
anonymity of the computer is about to disappear, for it now

appears likely that the coming era will carry to fulfilment a
gigantic revolution in the generation and distribution of
computer power. Before that revolution has run its course, the
computer will have become as much a part of our daily lives as is
the telephone of today, and our society will probably have been
altered almost beyond recognition. It is the theme of this book
that the moving force behind this revolution will be the
perfection and rapid growth of the public tele-data processing
system or computer public utility.



Quoting himself in a Toronto speech in 1981, Mr. Parkhill said
that "Telidon seems destined to make the dream come true”. If it did, it
would enable Canada to meet the challenge of the information revolution and
create "a new, multi-faceted, world scale, high technology industry in this

country”.

A couple of quotations from the 1966 book give a sense of the

idea behind the computer utility:

That governments will play an increasingly important and probably
dominant role in the computer utility field seems obvious. As

we have seen, there is not a single aspect of a nation's econom—
ic, intellectual, or political life that will not ultimately be
transformed by such utilities so that any national government
which left their development to chance would be inviting disaster
(p. 182).

Finally, there is an urgent need for exhaustive study and analy-
sis of the economic and social aspects of computer utilities and
of the changes that their introduction is likely to produce in
our society. Here, of course, the subject of the computer
utility broadens and merges with the myriad other challenges that
are endemic to our modern society —-— the promise and threat of
automation, the struggle for racial and social justice, and
finally, the problem of survival in a divided and nuclear-armed
world (p. 182).

The idea, then, was not just the technological idea that later -
became known as videotex (making remote databases accessible on the home
screen), but also a political Qde%}%Ot making videotex and computer—power
serve the public weal. To the extent possible, there would be no

information-rich and information-poor; all could be connected.

The first partial, or one-way, realization of the idea came in

Britain in 1974 with the teletext services, CEEFAX and ORACLE, of the BBC
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and ITV television networks, respectively. A decoding device fitted to a TV

. set enabled viewers to grab frames of screenprint news information (text and

crude graphics) which were constantly broadcast in the vertical blanking
interval of the TV signal. Britain again pioneered in 1978 when the Post
Office offered a videotex utility, in the form of Prestel, a two-way
facility using the telephone network. It made a database of scores of
thousands of pages of varied information available on TV sets equipped with

a conversion unit (modem) and keypad.

. At the same time, the British were pressing sales of the Prestel-
assoclated "Viewdata" equipment and software abroad and it was being
considered for use in Canada. But since the 1960s researchers in this
country, first under the aegls of the Defence Reseafch Board, then under the
Communications Research Centre, with assistance from the Defence Department,
had been working toward their own telefdata technique. Years of work had
produced their third set of PDIs, or Picture Description Instructions, to
tell a computer how to assemble the elements of a graphic. image on a
television screen (RCN research, vol. 8, pp. 45, 46). lThis was the "better

mousetrap” that was hastily demonstrated to a new deputy minister of commu-

‘nications, Bernard Ostry, in face of the British competition, and that was

rushed to public presentation under Communications Minlster Jeanne Sauvé,
almost immediately establishing Canada as one of the world leaders in video-
tex technique. Meanwhile, an earlier (1976) technology transfer from CRC to
Norpak Ltd. for the development and sale of commercial graphiés terminals

had already given what was to be called Telidon part of its industrial base,




But what about the idea of a "public utility"? The Prestel
experience was discouraging. Customers were hard to find outside the
business world. The real development of screenprint appeared to be in
online services from a developing array of specialized databases to personal
computers in office and home. The period was characterized by ever more
powerful microprocessing capacities at low prices and a building-block
approach to the market —- users could build their hardware and sofware
capacity according to the degree of sophistication they wanted (and could
pay for) in stand-alone, interactive, and display capacities. Consumer
markets more general than business, industrial, and professional use were
developing mainly in education and entertainment (games). The idea of a
telephone-based system was giving way to the idea of using whatever means
might suit particular purposes —- telephone, cable, radiowave systems or any
combination, with fibre optics as a new form of transmission to complicate

or facilitate matters according to your point of view.

Tele-banking, tele-shopping, tele-metering, tele-alert systems
through a computer utility linking all homes appeared to be well in the
future. And trials in Canada indicated, as Prestel had in Britain, that
retrieval of general information through a screenprint service, videotex or

online, was low in consumer priorities.

Harking back to the von Baeyer task force's warning about
solutions looking for problems, and its view that the consumer market would
gradually develop as a kind of spin-off from the business market (a view
repeated in the Price Waterhouse report), many people inside and outside

government have become extremely critical of the Telidon program. They feel



its myriad of individual projects and programs are too closely tied to the
myth and the system, thg idea of an everyone-to—everyone computer utility.
They speak of Telidon's being "technology-driven"” when it should be
"market-driven"”; but, as noted earlier, Telidon is not just a technological
idea, it is a political idea, an idea about technology serving the public
weal, so perhaps the basic complaint is that it is ideology-driven. The
approach from which the criticism emanates is illustrated in Tracy Kidder's

book, The Soul of a New Machine, in the following excerpt, (Kidder, p. 119)

in which Kidder describes how Tom West, the project manager, looked at the
work of designing and building a new computer called Eagle:
On the Magic Marker board in his office, West wrote the
following:

Not Everything Worth Doing is Worth Doing Well.

Asked for a translation, he smiled and said, "If you can do a
quick-and-dirty job and it works, do it." Worry, in other words,
about how Eagle will look to a prospective buyer; make it an
inexpensive but powerful machine and don't worry what it'll look
like to the technology bigots when they peek inside. West
espoused these principles of computer design: "There's a whole
lot of things you've gotta do to make a successful product. The
technological challenge is one thing, but you can win there and
still have a disaster. You gotta give 'em guidelines so that if
they follow them they're gonna be a success. 'Do ABC and D
without getting the color of the front bezel mixed up in it.'"
Another precept was "No bells and whistles.” And a third: "You
tell a guy to do this and fit it all on one board, and I don't
want to hear from him until he knows how to do it."”

West reviewed all of the designs. Sometimes he slashed out
features that the designers felt were useful and nice. He seemed
consistently to underestimate the subtlety of what they were
trying to do. All that a junior designer was likely to hear from
him was "It's right,"” "It's wrong," or "No, there isn't time."




To some the design reviews seemed harsh and arbitrary and often
technicallly shortsighted. Later omn, though, one (member of the
team) would concede that the managers had probably known some-
thing he hadn't yet learned: that there's no such thing as a

perfect design. Most experienced computer engineers I talked to
agreed that absorbing this simple lesson constitutes the first

step in learning how to get machines out the door. Often, they
said, it is the most talented engineers who have the hardest time
learning when to’ stop- striving for perfection. West was the
voice from the cave, supplying that information: "Okay. It's
right. Ship it.” ' - :

The view that Telidon is a matter of trying to impose a system
rather than let it grow from market-ready piece to market-ready piece, is
often combined with the criticism that the program has drained DOC's other
resources and encroached upon the responsiblities of other departments of
government, particularly the Industry section (formerly in Industry, Trade

and Commerce, now in Regional and Industrial Expansion).

-"Parts of DOC will tell you this is the way we should go —— all

- we have to do is change every piece of equipment in the country,” said one
executive in the- private sector in an interview. ‘"Canada-has_had satellites
up and caﬁ't develop them. They've spent their money instead on Telidon, an
intellectual tour de force, a joke. DOC has seen it as the answer to all
its prayers. It gets the department recognition. It has used it as a
springboard into the world to the exclusion of almost everything else. In

- Canada we're’ always trying to get the perfect answer instead of the workable

answer."

In an interview in DRIE, a senior official said, "For a period
the DOC was very aggressive when they thought our department was not as

creative as it should have been, and they were probably right. It is very .
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difficult to draw the line. The DOC starts with the technology of the
system and works towards industry. .We start from the Cana&ian industrial
base, its strengths and weaknesses.” His view was that the DOC was a
"department of technicians" producing "bits and pileces of policy that are
not subjected to friendly criticism within the department”, let alone ﬁith
other interested departments and with prévincialAdepartments engaged in the
same field. 1In federal-provincial relations, he said, the tendency in the
Telidon program had been to announce new projects, then call for
cooperation, rather than consult the provinces on Wha; might be the most
appropriate projects. In its industrial poliecy connected with Telidon, the

DOC had often reached far into the competence of DRIE before calling for

help because it was out of its depth.

Several of my interviews in private industry confirmed a

preference for dealing with DRIE, rather than DOGC, on down—to—~earth matters

of industrial development. But that is not to say that there was rejection

of the ideas coming out of DOC; on the contrary, many in industry thought

. they were good ideas but that implementation was another matter.

4

"Telidon was a trivial protocol,” said one senior executive in
industry. "But Parkhill wanted to do far more than footle around in a.
laboratory. .He was trying to- create .an industry, making an honest attempt
to do something for Canada. He stuck his neck out. He's doing it in

isolation."”

A different view —— of convergence rather than clash —— between

videotex systems such as Telidon and online personal computer systems, is




given in a June 1982 paper, "Home Computing/Videotex: A North American

Perspective”, by James Feeley who, as director general of informatics
applications management, i1s a senior official in the Telidon program. He

says:

Videotex is fusing with home computing and business computing.
The resulting alloys will be stronger, more useful, and more
.profitable than the original constituents. The enormous energy
being released by this fusion will be felt around the globe for
decades. The impact (commercially, socially, and individually)
will be as beneficial and as disruptive as the impact of the
printing press.

Setting.aside personal computers used in the office, Feeley gives
the following figures from American sources (LINK) to illustrate the way in

which videotex will catch up with home computers:

1982 ©1989
Home computers 325,000 - 3,300,000

Home videotex terminals 4,000 4,410,000

He says that if, in the shorter term, the videotex service
industry wants return on investment, "it should cultivate the home computing
base. With such a base advertisers enter the picture, and without advertis—

ing the industry is still-born."

One of’the prcblems here is that the home'computer databases are
formatted to have twice as many characters to the line, and a few more lines
to the page,-than can be handled on the standard telev1sion screen adapted
.to receive Telldon text and graphlcs. The means exist to convert online

database to Telidon. The text is 51mply elongated and takes wore frames to
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present, but. tables using the full horizontal character capacity of the

personal computer break up.

Videotex systems using TV sets get about 100 words a page onto
the screen. Personal computers more than double that, handling about the
same wordage as a standard double-spaced sheet of officé paper. The problem
relates to display technology which has so far run far behind developments
in transmission and computer technology.‘ Once a high-definition, £flat,
portable TV screen is available for any kind of reception, we are into a new

ball-game, or at least a new immings. In 1971, Instant World predicted

(p. 123), "Cathode-ray tubes will be improved, and perhaps replaced around
1980 by flat solid-state screens giving larger color or black-and-white
pictures." Alas, no such luck, although it must be noted that Parkhill will

preside this fall at an international colloquium in Ottawa on high-

,definitioh television; the display—technology'reseach that could transform

the outlook in market demand for videotex is well under way. But that is
a personal opinion; an interviewee in the phone business told me, "There is
no indication that people are willing to pay for higher quality than tele-

type display.”

Meanwhile, Telidon is no longer the Telidon PDIs of 1978 ﬁuﬁ an
enhanced standard formulated by AT and T (after consultation with the
Canadian originators), agreed between standards bodies in the U.S. and
Canada, and adopted by the American National Standards Institute in

September 1982 under the name North American Presentation Level Protocol

'Syntax. The Telidon program marches on with its research, field trials,

.evaluations, industrial assistance, intergovernmental cooperation, and




market promotion in public-sector Telidon, private—sector Telidon,
voluntary-sector Telidon; photo-Telidon, audio-Telidon, shared-visual-space
.Telidon; teletext-Telidon, interactive-Telidon, home-~computer—compatible

Telidon; telephone-Telidon, cable-Telidon, hybrid Telidon, and so on.

In response to - the broad criticisms of the Telidon concept, it
can be said, especially now fhat major carriage, content, and manufacturing
companies in the United States are investing so heavily in videotex, that
Canada has to act at the national level, as the European nations and Japan
have done,.if it wants to carve out a place for itself, With its small
market and limited industrial capacity, it risks being swamped by imported
hardware, software, and content, while at the same time being unable to
compete abroad in any niche of the new telematics sector. As the studies at
the inception of the DOC indicated, Canada appeared unlikely to be able to
find a place in the production of mainframe computers, bﬁt the way lay more
open in applications and software, and a place had to be assured for
Canadian content. The push of the Telidon concept has been in these
directions‘and in theAdirection of securing Canada a place in the telematics

world beyond its borders.

It would be less easy to respond, on the basis of my research
inside and outside government, to the more detailed criticism. - The program
has been forced ahead’ without bringing in indispensable participants; it has
run against the grain of telematics, which is an integrative ‘technology and
can therefore only be seen as an imposition unless it is introduced
cooperatively. The Telidon program, as conducted, has put too heavy a

strain on the resources available to it, notably drying up its own research
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capacity for some years while reseérch-resources went into industrial
promotion. The Telidon program has produced a desperate fill-the—tube
approach toward content which in many cases has palled on consumers once the
novelty has worn off. Yet one can see why, in the midst of a great
cumbersome bureaucracy, and in a country going through an ornery period of
enervating procedural wrangles over the constitution, things happened the.
way they did. Maybe someone had to stick his neck out if anything at all

were to be done.

Officé Communication Systems Program

The 0SC Program is another project emphasizing the role of the DOC in
industrial development. The program, running from. 1980 to 1985, is
administered by the DOC with support from DRIE. It is succintly described

in a DOC booklet, The Electronic .QOffice in Canada. It.is_desigﬁed (The

Electronic, p. 1):

to develop a Canadian industrial capability for research,
development and manufacturing of integrated electronic .office
systems, and to develop services and marketing for these,
domestically and internationally.

The government was spurred to action By "an alarming fall in the
productivity growth rate of Canadian labor, and because the trade deficit in
this electronic office industry could reach $20 billion by 1990". The
office automation market is dominated by multinationals such as IBM, Xerox,
Wang and Digital Equipment. Barriers to entry are very high and include

high research and development costs, difficult access to large international




markets, product differentiation, economies of scale and vertical integra-

tion, The trade situation is summarized thus (The Electronic, p. 7):

The trade statigtics for the Canadian office equipment industry
show that the industry has performed poorly. In 1980, the
domestic market totalled $2.03 billion growing 39 per cent in
1979-80 alone. In contrast, imports grew 43 per cent and
constituted 96 per cent of the domestic market., The trade
deficit grew 69 per cent in that year. Should these trends
continue, this trade deficit will reach $5 billion in 1985 and
'$12 billion in 1990. This deficit would be a severe blow to
Canada's employment picture and the strength of the Canadian
dollar. ‘

" There is, however, some hope. The emerging integrated electronic
office market requires strength in at least four distinct but
converging technologies: telecommunications, word processing,
software applications and data processing. Canadian companies
such as Northern Telecom, Mitel and Gandalf have been successful
in developing and penetrating international markets. AES Data
and Micom have captured about 15 per cent of the North American
market for word processors. Systemhouse is a successful
world-scale software applications and systems company. Nabu, a
newly formed, Ottawa-based company, has moved rapidly in
micro-computer-based office systems in Canada. Our country also
enjoys a strong presence in telecommunications semiconductor
production. Canadian companies are currently strengthening their
position in data processing and integrated systems.

As in the home screenprint market, the surge of'the microcomputer
has been important in escalating_thevpossibilities of the‘electronic‘office.
It has also made Canadian interests look more optimistically on the
possibility of computer mgnufacturg inngngdg after the earlier period in

”Which this»area was conceded to foreign producers.

The 0CS Program was set up in two phases, the first a learning
phase including social and behavioral research, the second a field-trial
Apbase‘"in'selected‘federalAdgpartments hhich‘are prepared to embrace office

automation as a strategic management commitment over the next several

< -



years". As of May 1982, four proposals for field trials had been given

preliminary approval by DOC:

1. Bell-Northern Research, with Bell Canada and Northern
Telecom, using the Datapag packet-switching service, the iNET intelligent
gaﬁeway, the Vista videotex system, the Envoy 100 public message service and
the Displayphone (an executive work station), all of which were developed

and marketed by the Bell system.

2. Office Communications Research Associates (OCRA), which

embodies the concept put forward in several studies of encouraging Canadian

companies to join together in order to attain the scale and variety of

operation needed to compete in Canada and abroad. The OCRA consortium
includes Mitel, Nabu Manufacturing (itself a melding of several separate
companies), Gandalf Data, CNCP Telecommunications, three cable companies
(Skyline Cablevision, Ottawa Cablevision and T&l&cible Laurentien) and the
Cable Telecommunications Research Institute. OCRA would use coaxial cable
for broadband LANs (Local Access Networks) and the CNCP microwave network or

Telesat satellite facilities for inter—city transmission.

3. Systemhouse, associated with AES Data, Mitel, Canstar, and
Officesmiths. The plan is to integrate special software'applicatidns in
workstations with local access networks, data processing, and private and

public communications.

4., Officesmiths: 'plan to develop "electronic filing cabinet"

and an automated business manuals management system.



The DOC booklet says that "a field trial of advanced electfonic
office systems to meet the office automation requirements of senior managers

" has been proposed for the Department of Communications. The field trial

will involve development of office automation tools for professional and
executive personnel., It will address budgeting, management of correspond-
ence, messaging and communications activities in the department and its

regional offices.”

" This last proposal appears to be of critical importance. In my
travels through the DOC ten years after the completion of the Telecommission
studies, and nine years after the Green Papers, I saw little evidence that
the “focél point"” of the information society in gévernment~had done much,
'Béydnd a smattering of stand-alone word processors, to inéofporate'the
:iﬁfOrmation age into its 6perations. This is, however, only é superficial
impreésion. But if DOC aspires to a leadefship role, it will have to be the
first to éracticeywhat it preacﬁes and provide a demonstration effect for

the whole government.

The'ektent of my background knowledge and interviewing were too
Arlliﬁiéé&”to éfovide a'gréét.deél of balanced and usefﬁi commentéry on the

0CS Program in relation to trends and issues in this field. Peopie with
‘whom I spoke:in both’induétr& and goverhment felt the prdgram.was'well
conceived but rather late'in'coming;vgiVen”tﬁé ¢lear indications in the

von Baeyér fépdrt.of ﬁhere'stimuiétién'ﬁas needed. But thefe:weré
criticisms; some quite'bitter,vof the implementation of the program,

again -— as in Telidon —-— related to the competence of fhe DOC to direct the

primarily industrial, as distinct from research and design, aspects of




programs. 'The BNR project appeared to be going forward without undue
problems, as might be expected from the integrated corporate strength behind
it. But participants in the consortium had a different story. This is a
critical problem since the key objective of the pgogram is to upgrade

Canadian design, manufacturing and marketing capaccity in office systems.

A DRIE representative characterized the early relationship

between the DOC and DRIE on the project as "messy". He said the natural

tendency would be that "as the program gets further down the road it becomes

more a responsibility of DRIE".

A senior executive in one of the companies said, "It should be
decidqd whether we're in the technological area of communications or not.

We continually end up with cross—pollination of ITC (DRIE) and DOC. I can't

'see why the DOC is in the office communications business, why it's not ITC.

For that matter I don't see why DOC is in Telidon at all -- standards, yes,

but not industrial development.”

He felt DOC was "a totally confused organization”., He said the
idea of the OCS Program, a good one, was to develop a Canadian system, "but
it was split up into little categories and spread around. Government
departments are simply using it to solve their equipmgnt probleg. Nothing
is coming out of it that is a Canadian system. It has been divided up among
various participants and the design concept has been lost. Loqk at any of

the agreements, there is no commitment to further funding, there is no way




you can getAa'commitment; It is almost just a procurement program for

government departments, taking it off the shelf and plugging it in.”

He saild OCRA had lost a full year while its proposal was being

studied, and further time before expenditure was approved by Treasury Board.

Another industry representative complained that the bulk of the
funding was going to BNR, although the original purpose of the program had
‘been to help small and medium industry. He also criticized'ﬁOC for wanting
"the ultimate in office systems” rather than "what would be good and sell”.
He said, "The basic concept was excellent, but they didn't have any focus,
allowed it toidrift, and inSisted on something perfect. We are structured
to sell things. They wanted to start again from scratch ... Our strength

in Canada is in putting together systems, not designing from scratch."”

‘ Some of the criticisms of the DOC belong under the heading, "You
can't keep all of the people happy all of the time, or, "You shouldn t be
helping that other fellow, you should be helping me.” But a great deal of
it relates to confusion as to Just what is the extent and nature of the

DOC's mandate ‘and mission in 1ndustrial development.

Government Telecommunications

The government's role as the preponderant user of telematics in the country
is important in three ways: for improving the efficiency and productiv1ty
of government services° for demonstrating the effectiveness of telematics

systems; and for stimulating Canadian industry through procurement. The DOC
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is the department responsible for the Government Telecommunications Agency,
and the department required to "plan and coordinate telecommunication
services for departments, branches and agencies of the Government of

Canada”.

Owing to the extent of these responsibilities, if fully realized,
one might expect them to fall under a distinct sector of the department.
Such a sector might be expected also to include the more operational
responsibilities for telematics which have overstrained, and distorted the
rolg of, the research sector. Such is not the case, ﬂowever, since the
government telecommunications responsibility is thrown together with
spectrum management, a logical enough combination in the days When gommuni—
ca;ions méant transmission but perhaps less logical in the days When.it

means telematics.

In any case, the Annual Review of Telecommunications in the

Government of Canada -— the review for 1980-1981 is the main reference

here —— is produced by GTA and rates special menﬁion as a readable,

well-organized exercise in relating govermment telecommunications policies

to the broad picture of technological advance, trends, and issues in
communication. The latest review, dated December 16, 1981, had to report,
however, as did the previous year's, that telecommunications planning by

departments and agencies is, for the most pafﬁ,mlagging.

Despite the existence of government guidelines, the 1980-81

"

review leaves the impression that an extraordinary degree of "voluntariness”

characterizes the approach of many departments and agencies toward their



telematics services. Certéinly they appear to have little-sense of the

national urgency, in terms of jobs, productivity, and innovative technblogi—

cal and industrial capacity, that attaches to their telecommunications

planning. The review states (Appendix 1, p. 21):

The 1979 Report of the Auditor General found that information was
not being maintained within departments for effective management
of telecommunications. Specifically, departments had not:
gathered the information on their needs and utilization for
~proper planning, monitoring and control; developed cost
accounting systems; nor adequately coordinated the planning,
utilization and evaluation of telecommunications services. The
Auditor General also found that annual reports produced for
Treasury Board were often inadequate or incomplete because
information on systems and costs could not be readily verified or
gathered from departmental records.

On page 22 of the same appendix, the review noted that the

Dépértment of Communications and the Government Telecommunications Agéncy
have "the responsibility of assisting departments in their management of

telecommunications”.

They are also responsible for ensuring that the development and
administration of telecommunications services safeguard, enrich
and strengthen the cultural, political, social and economic
fabric of Canada.

These dual responsibilities must be undertaken in support of the
government-wide telecommunications planning process. To this
end, DOC/GTA must assist departments in fulfilling their respon-
sibilities to ensure that adequate information i1s provided in
return to support government-wide planning. '

The Auditor General's report found that DOC had not carried out

its legislative responsibility to plan and co-ordinate telecom~
munications services for departments and agencies.

To remedy the situations outlined above, objectives were proposed

in the 1980-81 review to "obtain the minimum evolution required during this

)



decade to keep pace with office communications systems being developed in
the private sector (Annual Review 81-82, p. 4)". The latest review

continues:
The target proposed for 1985 was the automation of key business
functions in at least five major departments and the linking of
these departmental systems in a network. For 1990 it was
proposed that major business functions be automated throughout
the federal government and all departments linked in a network to
each other, provincial governments and businesses. (...)
It is gratifying to be able to report that Telecommunications
Coordinators and other members of the federal government telecom-—

munications community welcomed this approach ... and urged the
Départment of Communications to proceed with the strategy.

At the same time, however, DOC found that "very few departments
had yet established organizations capable of acting on the planning guide-
lines provided". One basic problem, I was told in an interview, was that
departments tended to have a segmented administration of .telematics: one
group 1s in charge of electronic data processing, a telecommunications
officer is in charge of "“communication"; and an administrative officer is in
charge of office équipment. Once again, compartmgntalization runs against

the integrative gfain of the technology.

The new urgency in the GTA program, however, may help explain the
complaint of the industrialist in the OCRA coﬁsortium who said departments

were using the OCS program to grab equipment off the shelf and 'plug it in.

The GTA review strikes a cautioning note (p. 40) about new office

communications products:



Some progress has been made during the past year in bringing to
the market office communications products which meet real user
‘needs, but in general it is still the manufacturer who decides
what will be offered. Inadequate consultation with users has
resulted in uninspired systems which frustrate, rather than
facilitate, office work. Office automation products will
continue to fall short of the ideal for another few years, until
the user community has enough practical experience in analyzing
office work to specify in detail what it wants.

Speeding up the learning process for both user and vendor is the

intent of the federal Office Communications Systems (0CS)
Program.

The review observes that a great deal of new equipment is coming
on to the market, facilitated by the CRTIC attachment decision. It
advises (p. 43):
The sensible‘approach'is‘to recognize that what is available now
is a fraction of what will be available in a few years, and to

meet existing needs with products which can be integrated into a
comprehensive office communications system over time.

The review also notes that the Access to Information legislation
~recently adopted by Parliament will pose a major new strain on govermment

communications systems.

Some issues

~ CRTC: Iﬁe_role of the Canadian Radio-television and Telecommunications
Commission will come up for more discussion in later chapters. But some

aspects of its authority touch directly on the aspects of telematics

considered here.

- .
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The GTA review for 1980-1981 notes (p. 8):

New telecommunications legislation is planned at the federal
level to set broad objectives for the nation's telecommunications
systems, define the relationship between its parts and deal with
issues raised by the revolution in communications technology. In
the absence of up to date legislation, policy has tended to be
established by regulatory decisions of the CRTC.

In general, recent CRTC decisions have favored competition,
allowing the attachment of independently supplied terminal equipment meeting
certain standards (in areas where the CRTC has jurisdiction), and the inter-
connection of CNCP with Bell and, later, B.C. Tel. Such decisions, however
welcome, point up the anomaly of a national reguldtory body having only
limited control of national communications since its rulings do not apply to

telephone companies under provineial jurisdiction.

The CRTC, where it regulates phone companies, regulates them as
carriers and has no authority over the content they carry. Thus screenprint
content carried to personal computers or Telidon—type terminals by telephone
enjoys normal freedom of the press., But cable cOmbanies’are regulated\as
"brdadcasting receiving undertakings* and the videotex services they may
offef come under thé CRTIC's regulatory and supervisory authority in broad-
casting. The CRTC can, and does, forbid them from carrying advertising,
though telephone systems are of course free to do so, The CRTC also has to
approve new cable'services, enjoying thereby the authority‘to hinder~video—
tex from developing at the same rate as in the United States., The policy on
advertising clashes with that of the Telidon program, which is oriented to
providing screenprint "free" to users; that is, users pay for it through

their taxes, charitable contributions, or the percentage of the purchaée



price of goods and services thatlgbes into advertising, but never directly
for particular content received. Why this should be considered a supefior
way to serve the public, despite the Clyne committee's strong recommendation
in favor of making avallable pay-per-program cable service, is not clear.

In any case, these instances serve to illustrate the CRTC's power to favor
one medium over another in certain services, or one type of service over

another.

One DOCquficial told me, "If you look at the reality of the
consumer socilety, you're taking a moral stance If you say the user should
pay." But leave aside the quesﬁion of whether we live in a consumer
society, information society, technological society, or whatever.; How can
it be_contended_that government—-pay, advertiser-pay, or charity-pay are
-somehow "neutral” while consumer-pay raises a moral issue? The issue is one
of'gonsﬁmer cholce and the degree to which govermments and regulators think

they have the right to guide choice.

' Competition: Not all issues of competition policy relate to the CRTC, but
'fall,'rather, under general-competitioﬁ policy and the Combines Act.

' ;SﬁéceséiQe studies have r#ised the-questibn of whéthér, in order to compete
abroad and defend a base for Canadian industry against fbreign competition,
it would be.wise to condone a degree of concentration that would otherwise
be“éoﬁsidered:undesifébie; On the oﬁe'hand,“thé governmentis Restrictive
Tradé.Pféctices Coﬁmiésiéﬁ coﬁducfed aﬁ élmdst interminable'pﬁrsuif of

Bell Canada for its control of Northern Telecom,vthe two companies together
controlling Bell Northern Research. On the other hand, the government

industrial policy, including the OCS program, sees the association of Bell
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and its affiliataes, -= which shrinks to relative modesty in comnetition
with U.S. conglomerates —— as a mainstayvof Canadian high tech. At the same
time, the CRTC attachment and interconnect decisions have opened the Bell
group as carriers and manufacturers to greater competition. The Clyne

committee had this to say (Telecommunications, p. 68):

Many of the smaller firms in the Telecommunications subsector
assert that the corporate relationship of Northern Telecom with
Bell Canada constitutes unfair competition. Nevertherless, the
dominant position of Northern Telecom in the relatively small
Canadian market tends to discourage the establishment of branch
plants by the multinationals, and may thus be acting as an
-umbrella for a number of small, Canadian—owned, high—technology
manufacturers. The Restrictive Trade Practices Commission is at
present conducting an enquiry into the telecommunications supply
industry in Canada; should the commission recommend that

Bell Canada divest itself of effective ownership of

Northern Telecom so as to promote more competition in the
subsector, there is a strong probability that, because of the
peculiar structure of the industry in Canada, most of the
competition would be provided by foreign interests. Experience
in many countries has demonstrated the advantages of vertical
integration in this field, and the Committee is of the opinion
that the Bell/Northern Telecom complex is of striking advantage
for Canada and an essential base for any kind of Canadian
technological sovereignty.

The broad 1SSue of competition policy is not prlmarlly a matter

of communications planning and policy; but it is an iSSue on Whlch the DOC

‘might be expected to provide an input on the basis of its knowledge when the

telematics industry is involved.

Industrial policy: In How Ottawa Decides, which is rather largely an

account of how Ottawa didn't decide, Richard French outlines how the govern—

ment retreated from the idea of a comprehensive "industrial strategy” for



Canada to "a coherent set of industrial policies”. Relating the issue to
the evolution of the Debartment'of Industry, Trade and Commerce, he writes:
Whatever the theoretical merits of the decision to merge Industry

with Trade and Commerce, the resulting Department was to become
one of the most unwleldy and unstable bureaucracies in Ottawa.

The 1968 reorganization was followed by others at regular
intervals over the decade. (...)

On the industrial side, the Department was structured into
vertical units known as line branches, each responsible for
assistance to a particular industry sector: chemicals, textiles,
electrical and electronies, machinery, resource industries, etc.
While thils sectoral structure was the logical means for program
delivery, since it simplified contact with the industry
immensely, it also dominated the industrial side of the
Department to the extent that the rapidly growing promotion and

incentive programs of the early Seventies entirely escaped any
horizontal policy co—ordination.

Horizonﬁal co-ordination and planning were what computer/
communications and von Baeyer's focal point were all about. They were also.
what the conflicting central planning systems of government, desecribed by
French (see chapter 1), were all about. The later 1970s produced more
coherence in IT and C, and a reordering of central authority into cabinet
policy committees and attendant secretariats handling policy "envelopes”.
But it remained true that IT and C and the Finance Department envisaged a
less interventionist and targetted role for government in the economy than
many at the centre of government and in particular departments, such as the

DOC, which saw themselves as sharing the industrial-policy mandate.

The record of DOC policies and projects outlined in this chapter
indicates that the idea of horizontalism —-— inherent in telematics itself,

propounded by the von Baeyer task force in its concept of a focal point for

l
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shared responsibilities —- has been only very imperfectly realized both

within the DOC and between it and the people with whom it must do business.



IIT.

CULTURE

Introduction: a new planning exercise

Just as the government undértook the planning of the Department of Communi-
cations itself. through a process of inquiry and recommendation, so the
broadening of the department to include the Arts and Culture sector led to

the appointment, in 1980, of the Federal Cultural Policy Review Committee.

The report of this task force, known as the Applebaum-Hébgrt
Committee after its co—chairmen, Louis Applebaum and Jacques Hébert, was
not yet available at the time of writing this report. But it will soon
become public and shortly thereafter the Minister of Communications intends

to sponsor proposals for acting on its recommendations.

The report itself will provide a mass of valuable information for
the planniﬁg advisory function. Any new policies, programs, and organiéa—
tional structure will create a firmer frame of reference for planners.
Several people in government who were interviewed for this report noted

that no "rationale" or "cabinet document” had ever been published to

-underpin the transfer of the Arts and Culture sector from the Secretary of

‘State's Department to the DOC.

In. view of the planning exercise which is now nearing completion,
no extensive review of the DOC's role in cultural policy planning will be

undertaken here. Rather, I will review briefly some basic issues that have
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been raised about the associating of governmental responsibilities for

culture and communications in a single department.

Culture and communication

The basic cultural and communications rights of Canadians, "subject only to
such reasonable limits prescribed by law as can- be demonstrably justified

in a free and democratic society," are set out in the' Charter of Rights and

Freedoms of the Constitution Act, 1982. Section 2 declares, under the

heading Fundamental Rights and Freedoms:

Everyone has the following fundamental freedoms:

(a) freedom of conscience and religion;
(b) freedom of thought, belief, opinion and expression,

including freedom of the press and other means of

communications (emphasis added);

(e) freedom of peaceful assembly; and

(d) freedom of association.

The " "right to coﬁmunicate“ put forward by Instant World (see

chapter 1) relates to this section, especially with the addition of the

words "and other means of communication"” to the traditional formulation.

Instant World also noted the ways in which "assembly" and "association" are

accommodated by the new communications technology.




‘Under the Constitution, then, cultural and communicationrpdlicies
of any order of government in Canada must embody the fundamental freedoms
“"subject only to such reasonable limits prescribed by law as can be
demonstrably justified in a free and democratic society", as provided in
Section 1 of the Charter. ‘It is not just govermments, of course, that are

. stayed from encroaching on fundamental freedoms; everyoné:is. Thus
governments and everybody else are put in the position of being able to
affirm but not inhibit, enhance but not diminish, the fundamental freedoms
of conscience, religion, thought, belief, opinion, expression, peaceful

assembly, and association.

Within this broad context, the administrative guideline for the
association of culture and communication in the DOC is contained in the
Introduction of the Strategic Overview of the department, March 31, 1982,

~issued: by the Minister, Francis Fox, under the sub-heading "an integrated
framework for culture and communications"” (p. 2):
When the‘Prime Minister transferréd ré3ponsibility fér the

- federal: government's arts and culture program to the Department
of Communications, he asked me to ensure

-= . . 'that communications policy is conducted with the highest
concern for cultural content and the cultural implica-
tions of communications technology, and -

- that the cultural community is sensitive to and aware of
" “the importance and rapidity of technological progress in
the communications field.

Discussion of the appropriateness of putting culture and communi-

cations together in one department involve three possibilities:
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- 1. The combination is a matter of administrative+ convenience.
The. government of thé day has several options as to how to organize the
public administration. It may want a large number of departments, organ-—
ized in so far as possible on functional lines. Or it may want fewer
departments, each bringing'together a related range of functions. It may
want a two—;ier‘structure of overseeing departments grouping junior depart-
ments under them. . Or it may want some other structure; it depends on how
the Prime Minister wishes to organize his cabinet and dispose of the
talents he has avallable to him in the particular circumstances. Culture
and communications could be together, or both could be parts of a larger
social affairs department, or one could be with the Secretary of State, and.
the other with Industry or Transport, or any other permutation or

combination.

2. The combination is a matter of subjecting cultural policy to
communiéations technology and objectives. Greater diffusion of Canadian
culture, or particular typés of Canadian culture, or regional expressions
of Canadian culture, or French or English or indigenous—group or
ethnic-group expressions of Canadian culture, may be sought; and the
govermment, through DOC and CRTC authority may be in a poéition to bring
this about. Or the government may want to make cultural activities in
Canada more responsive to industrial and economic development policies
pursﬁed by the DOC. and- CRTC, Or itgmayvﬁant to make cultural activity more

compatible with new technology. Art for telematics' sake.

3. The combination is a matter of subjecting communications
policy to cultural objectives. Technological, economic, industrial,

socilal, and international promotional activities of the DOC and the CRTC



would all be subjected to cultural criteria. Innovation,,job creation, aid
to industry and so on would all have to contribute to Canadian cultural
sovereignty or freedom or regionalism, depending on the prescription of the

government of the day. Telematics for art's sake,

Each option has been simplistically drawn here to ‘illustrate
points of view in the debate: for instance, option one may be viewed as

neutral, while either option two or option three involves undue
functional-push by. one sector against the other, both being potentially

more destructive of cultural freedoms than of the more utilitarian concerns

‘of "communications".

The Prime Minister's guideline in the Strategic Overview would

appear to support the "neutral"” option;. that. is, a balance of interest is

- struck. between culture and communications where mutual interests exist, but

the guideline does not support the notion of "an integrated framework" for
the entire area covered by communications and culture or any idea that one

should: be subjected -to the other. A number of critics doubt, however, that

- either. culture or communication is enjoying the degree of functional dis-

' creteness,- or .autonomy, it should within the Department of Communications.

One executive in the communications business said in an interview
for this feport; "Juneau .is. proposing to -take money away from existing
sectors to give to the cultural departments.” His reference was to
Pierre Juneau, former Deputy Minister of Communications, who recently

became President of the Canadian Broadcasting Corporation. Another commu-—
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‘nications business executive said, "A DOC that preoccupies itself with

things cultural is not advantageous to industry.”

On the other side of the argument, an official in the cultural
side of the department sai& of the "utilitarian” side: "They're only
interested in us if we're pluggable—innable." An official in a central
agency said the utilitarian side of the DOC did not take into account the
arts and culture interest in policies the DOC put forward: "What do you do
with excess satellite communications capacity? . One’side of DOC is ‘game for
anything that makes money. The other is concerned about national

identity."

Surveying the issue, one sometimes felt as if one were in the

-middle of "Julia's Dilemma"”, the title of John Madden's. first chapter in

Gutenberg Two, in which the world is a tug—~of-war between. technologists and

humanitarians. How has the battle been going? .

Cold shivers were sent down the spines of. the humanitarians by
the picture they saw of the new communications as a kind of cultural mix- |
master in the "bright" Green Paper of 1973 (see-chapter 1). - That- paper
said (p. 3):

In the vefy broadest terms; the ijectives of Canadian communi-

cations policy, in which broadcasting policy plays a significant
part, should be to:

. safeguard, enrich, and strengthen the cultural, -
political, social and economic fabric of Canada;



e contribute to the flow and exchange of regional and
cultural and social values;

. contribute to the development of national unity; and

° facilitate the orderly development of telecommunications
in Canada, and the provision of efficient and economical
systems and services at just and reasonable rates.

The last-ﬁentionéd objective appeared to be simply the pursuit of
the principle of "the right to communicate”. 'But the o;hers, if'culture
were to be coﬁbined-witﬁ the Department of Communications -- the
Green Paper itself was silent on that question -- seemed to involve bending
cultural policy, and intruding on cultural freedom and independence, in
‘Lorder to pursue communications objectives. This sense was heightened by
4;hg‘Grégn Paper's observation (p. 4) that "it is clear that the technologi-
cal‘and economic aspects of communications are intimately relgtgd Vith
their social and cultural implications", and by the statement that (p. 9):

A positive and highly organized commitment needs to be made by

the whole country ... to effect a vast increase in Canadian

capacity to create, produce, and promote cultural, informational,

and educational material, of the highest possible quality,(to be
-'made available through telecommunications systems.

‘The degree of govermmental dirigisme in the cultural life of the
country, and the extent to which that dirigisme would be tied.to communica-
tions technology, caused considerable disquiet. After some rounds of
" federal-provincial consultaéioﬂ, the federal government in 1975 brought out

a White Paper, Communications: Some Federal Proposals, which was notably

more subdued on the cultural side. It viewed national communication
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policy, in which both the federal and provincial government would partici-

pate according to appropriate functional jurisdictions, as more a matter of

assuring access to communications than as the content of communications.

Where are we now?

With the Applebaum-Hébert exercise still under way, the Strategic
Overview of March 31, 1982, gives the latest DOC view of the culture-

communications relationship. It is not an encouraging one for those who

fear the mixmaster approach.

The Overview regards communications and culture as "an
increasingly unified field". Information and cultural content, it says,

have been drawn into electronic means of creating, storing, distributing

and displaying "at an exponential rate"” in the past five to tem years.

"Convergence" has occurred because the means of communication are
-no longer technologically distinct. At the same time, both economic and

social forces."tend to.drive the electronic media in the directionm of

integrated and universally accessible networks"”. Technological integration

has fostered "the vertical and horizontal integration of organizations”.

And —-.

This latter development both reflects and supports another
integrating trend —- the rapidly increasing tendency of cultural
content to cycle through a number of media in order to capture
the widest possible market. The same content may appear.as a
play, a movie, a videocassette, a videodisc, a broadcast, and
book.




This picture of culture as communications processing —— as the
cycling of "the same content” through different media —-—- is the basis in
the Strategic Overview for discussing policy in the unified "communications

and culture sector”. This is art for telematics' sake with a vengeance.

Conéider the concept of the same content cycling thfough various
media. There are a bunch of old legends and historical chronicles at hand.
You're Shakespeare. You cobble this content together into some plays.
Different medium, same content. You're Laurence Oliver and you take

Shakespeare plays and make them into movies. Different medium, same

content. True or false?

You're Christopher Isherwood and you write a book about your

times in Berlin in the twenties called I Am a Camera. You're

. John van Druten -and you take Isherwood's book and you write a play, The

Voice of the Turtle. Different medium, same content. You're whoever you

were and you take this material and you make a stage musical out of it,
Cabaret. Different medium, same content. Then whoever you were makes the

material into a movie, Cabaret again. Different medium, same content.

True or false?

Is a dance is a song is a tale is a play is a novel is a movie is
a ballet is an opera is a television spectacular is a digest is a Telidon
series of frames correct? Or is this an anti-intellectual, anti-cultural
‘way -of thinking about culture? What is originality, creativity, inspira-
tion, individuality, taste, critical faculty and where do these things fit

into the cycling—-of-same—-content doctrine?




The DOC "Overview" of the communications—culture: field fulfills

the worst fears of those who contend that to put culture and communications
together in one department is to subject cultural policy to technological,
economic and political determinants that are destructive of cultural
freedom. Culture is like an oilfield whose product can be pumped, piped,
refined, and delivered in whatever fluid or plastic form desired under the
beneficent guidance of the DOC, a kind of National.Energy Policy for

culture.

Against such heavy government involvement in culture and
communications, there is a Canadian tradition -— shared with some other
countries —— of keeping government at "arm's length" from cultural

agencies. A parallel tradition keeps it at arm's length from regulatory

bodies dealing with monopoly services in transport and communications. The

Canadian Radio-television and Telecommunications. Commission brings.together
the. principles of arm's length regulation and supervision of cultural
activities and of arm's length regulation of common carriers in the

communications. field.

The Canadian Broadcasting Corporation is the prime. example:of a

cultural agency at arm's length from government but operating under

. guidelines established by Parliament, embodied in legislation, and subject

to -some extent to regulation by.the CRTC. .

The Applebaum-Hébert Committee has noted in its report on briefs

“and. hearings (Summary, p. 33):




.On one general point there was widespread agreement: that
federal cultural agencies should remain at "arm's length” from
"the federal government. Nevertheless, except for the briefs
received from the federal agencies themselves, relatively few
intervenors dealt with the issue in detail. Most took the arm's
length principle as a given, although some occasionally went to
the trouble of expanding on their views.

The Committee-added, however, that some intervenors felt the
‘possibility of interference with culture by technocrats in the arm's length
agencies could be more serious than the feared political patronage that
~ could develop if the agencies were not at arm's length. A go-~round of
this- debate occurred 1gst winter when one candidate to head the Canada
Council was regarded as the arm's length champion, another was regarded as

the champion-of-a greater degree of government intervention.

What the Applebaum—Hébert Committee will make of the debate we do
-not know. -We will-take it for granted here that the arm's length principle
is an admirable one, but immediately proceed to say that these agencies are
acting on behalf of the people of Canada, spending‘the taxpayers' money,
and must be subject to broad direction and control by Parliament. This
means that their autonomy is exercised under guidelines laid down in
" legislation and may-be subject to specified types of government direction;
in either case the DOC is at present the department responsible for
- recommending whether legislation or directives need-to be changed. The
arm's length agencies are also subject to budgetary control,  even if only
- on the broad "block graﬁt" principle, aﬁd here too the policy advisors in

government have their role.




By.the same token, there are some :powers of Parliament and
Government that cannot be delegated to arm's length cultural agencies
though they may be key policy instruments for affecting the areas in which
those agencies operate. Taxes, tax expenditures, tariffs, postal
subsidies, communications bolicy itself, and foreign poliecy instruments are
examples. Canadian ownership policy for magazines and newspapers is

implemented through the tax structure. A great deal of cultural activity

is supported through the deductibility of charitable donations, with

Revenue Canada as the regulatory authority. It appears natural to have a

. department of govermment, or a sector of a department, to bring these types

of policies and programs together and see them in conjunction with the work
and responsibilities of the arm's length agencies as parts of an overall

cultural policy.

Thus in all the debate over cultural policy, no one can realis-—

tically advocate a "Kiss me and leave me" policy for culture..

Conclusion

Cultural policy raises difficult constitutional and administrative issues.

Within the rule of law, cultural expression and the content of

communication are free of government control. Yet government is expected

_to provide services and facilities to enable Canadians to enjoy freedom of

expression; and the means of govermment intervention will always be the
subject of serutiny lest they interfere, or seem to interfere, with the

very freedom they are intended to enhance.




Cultural policy can be insulated to some degree from the danger

of undue influence. One method is to see that it is not too closely tiled

to policies with other objectives, such as the promotion of communications

technology. Another 1s to accord cultural agencies an “"arm's length”
‘relationship to-government; although government responsibility to
Parliament for taxing, spending, and general policy limits the extent to

which this can be done.

It i1s suggested here that the planner can realistically view the
DOC as a dualistic department, with a "communications” stream and a
"culture” stream. Identifying the connections between the two should not
lead to constant efforts to see them as the same stream. Often each'of

these streams will have closer relationships with other departments of

‘government ‘or digtinct client groups. than. they will with one another within

the DOC. Excessive efforts to integrate communications and cultural-

policies risk distorting both.
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Iv.

BROADCASTING

Introduction: The "fabric of Canada"

The kind of all-embracing and prescriptive national cultural policy that
the Department. of Communications is now pursuing had its origins in the
inundation of Canada by United States radio in the 1920s. The business of
the Canadian broadcasting companies was chiefly in the importation of
American programming. The exception was the only publicly owned
corporation in the business, Canadian National Railways, which produced

programming of good quality created in Canada. The result was the

- appointment of the Aird Royal Commission on Broadcasting in 1929 by.a

Liberal government, the enactment of the first Broadcasting Act in 1932 by

- a Conservative government, creating a publicly-owned . broadcasting- service

and regulation of all broadcasting, and amendment of .that act in 1936 by a
Liberal govermment to provide, notably,'for an arm's .length.relatiounship

between government and the publicly owned service, the Canadian

. Broadcasting Corporation.

With the combination of regulation and public ownership in one
broadcasting policy, Canada brought together the two great themes of its
cultural policy: protection and subsidy. Parliament and government would
"stand on guard"” on the one hand, make "glorious and free"” on the other.
Or, as expressed in the 1968 Broadcasting Act, the purpose of the Canadian

broadcasting system is "to safeguard, enrich and strengthen the cultural,

political, social and economic fabric of Canada".
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‘Two conflicting streams of Canadian thought came together in. the
.1920s to produce bipartisan support for this kind of broadcasting policy.
On the one hand, there was the waning Tory trend under which Canadian

nationalism was seen as an integral part of British imperialism (see

Carl Berger, The Sense of fower: Studies in the Ideas of Canadian
Imperialism, 1867-—-1914). On the other hand was the postwar Liberal trend
to Canadian national autonomy in a formal but loose attachment to the
Commonwealth and ‘an informal but substantial arrangement with the

United States. The Broadcasting Act represented the residual Canadianism

shared by these two streams.

Prior  to- the Broadcasting Act, Canadian "cultural”-policy had
been ‘more on the “"strengthening” than on the "safeguarding” side. After
Confederation, newspapers and periodicals, the only mass media of the day,
were seen as vital to the political life of the new Dominion and suitable
subjects for preferred postaltrates, exemptions from tax, and even free
péssés on the railways for journalists. Preferential telegraph rates, and
for a time a subsidy to the Canadian Press, were elements of governmental
"policyf The issue of protection against American cultural pressure first
became a major iSsue in relation to periodicals-(see Isaiah Litvak and -

Christopher Maule, Cultural Sovereignty: The Time and Reader's Digest Case

in:Canada). ‘It was pursued by the Conservative Opposition in the 1920s.
The R.B. Bennett Conservaﬁive‘government, which-came to power in 1930,
enacted taxes on imported magazines, according to their percentage of
advertising content; in 1932. (The Liberals, scandalized by such

protectionism, - removed the tariff after their return to power'in41935. But

21 years later another-Liberal ‘govermment imposed a 20 per cent tax on .the ..




advertising in Canadian editions of foreign magazines, only to see the
successor Progressive Conservative govermment, scandalized by such discri-
mination, remove it after taking power in 1957. Eventually a tax
mechanism, devised by a Conservative—appointed royal commission,
implemenﬁed in successive étages by the Pearsom and Trudeau Liberal
ministries, was used to assure Canadian ownership, .direction, and 80

per cent content, not only for Canadian magazines but newspapers as well,
though in the case of newspapers the content rule is a sleeping dog that

has been let lie.)

It was easier to assert a public interest in broadcasting than in
print because radio frequencies were. public property. and scarce. A free
market in ideas, the idea that underpins the right of free expression, was

thus limited by nature and. technology in radio broadcasting. Parliament

_ intervened with law and policy instruments to see that the scarce .

frequencies were allocated in such a way as to ensure public rights. over
private interests. The public had to.be assured that its broadcasting
system would provide, in the eventual formulation of the 1968 Broadcasting.
Act, both "freedom of expression"” and "reasonable, balanced opportunity for

the expression of differing views on matters of public concern"..

.As the years went by, nature's gift of frequencies, man'sgi
inventiveness in finding new ways to use and chanmel them, and astute
interpretation of the word "broadcasting” led to an extraordinary. expansion
in the proportion of the country's mass media spectrum that was. covered by

the Broadcasting Act-in its successive .versions. Radio went forth- and

-multiplied until audiences were served.by more.radio stations than -



newspapers.: Television arrived and went forth and did the same, immensely

helped on its way by cable —-- "broadcasting receiving undertakings”, as
they are known to the law —- and aided also by microwave relays and,
latterly, satellite relays., Then, in the 1970s, print became a broadcast -

medium, though it awaits the late 1980s or perhaps 1990s to6 become a mass

medium by this new means.

The policy-makers raced to keep up, lest broadcasting -~ "any

' radiocommunication in which the transmissions are intended for ‘direct
reception by the general public" —— should escape into closed-circuit,
point—~to—-point communication and thereby elude the scarce—frequencies
doctrine. If there were no "broadcasting receiving undertaking" somewhere
" -in the signal's transit, it became mere telecommunications'cargiage. Thus
in the "bright" Green Paper of 1973, as noted in chapter 1, the "safeguard,

enrich” clause was promoted as a cornerstone for all communications policy.

And in the consolidated telecommunications act proposed, but never passed,

in 1978 (Bill C-=16) it was declared that:

(a) efficient telecommunication systems are essential to the
-sovereignty and integrity of Canada, and telecommunication
services and production resources (emphasis added) should be
developed and administered so as to safeguard, enrich and
strengthen the cultural, political, social and economic of
" Canada. . )

‘A slightly different formulation of the doctrine’ appeared in the
terms of reference of the'koyal Commission on Neﬁspapers in 1980. The
Commission was asked to look into thé conéequences of concentration and
féduced com@etition invthe newspaper industry for "the political, economic,

social and intellectual vitality and cohesion of the nation as a whole”. .

-l N U s ‘
- R I N B an I N Ee E T T a2 EE s
i




In this chapter we look into the expanding world-of broadcasting

policy, its application, and some of the results as assessed by different

commentators.

The other department of communications

Under the Broadcasting Aét, the Radio Act, and limited powers of direction

given to the Cabinet, the Canadian Radio~television and Telecommunications

Commission "shall regulate and supervise all aspects of the Canadian broad-

casting system with a view to implementing the broadcasting policy enuncia-

ted in Section 3 of this Act”. .

states:

Section 3, under the heading "Broadcasting Policy for Canada”,

It is. hereby declared that

(a)

(b)

(e)

broadcasting undertakings in Canada make use of radio
frequencies that are public property and such undertakings
constitute a single system, herein referred to as the
Canadian broadcasting system, comprising public and private
elements;

the Canadian broadcasting system should be effectively owned
and controlled by Canadian$ so as to safeguard, enrich and
strengthen the cultural, political, social and economic
fabric of Canada;

the programming provided. by the Canadian broadcasting system
should be varied and comprehensive and should provide
reasonable, balanced opportunity for the expression of
differing views on matters of public concern, and the
programming provided by each broadcaster should be of high
standard, using predominantly Canadian creative and other
resources; . : SRR .



‘The section then goes on to provide for the CBC as a "national

broadcasting service"”, part of the aforementioned "Canadian broadcasting
system”, and to state that:
The objectives of the broadcasting policy for Canada_enunciated
in this section can best be achieved by providing for the

regulation and supervision of the Canadian broadcasting system by
a single independent public authority.

The way the CRTC carries out its mandate as that single authority
can be seen through the speeches of its chairman, John Meisel, an artilcu~
late champion of the CRTC's place in Canadian society. (Meisel's speeches,

identified by place and date of delivery, are available from the CRTC.)

The role of the CRTC as a nexus of Canadian nationalism is a key
one for John Meisel. "I consider that all of our lives are. enhanced by the
- preservation and encouragement of distinctiveness among individuals,

“groups, communites, ard nations," he told the Broadcast Executive Society
‘earlier this year (Toronto, 1l May 1982). "In this context I am convinced
"of the value of preserving national cultures. Not only of the value but of
the possibility of doing so., 1 think of my own homeland, for example, and
marvel at the way the special character of the Czech style and

_Czechoslovakia's artistic and industrial vitality have persisted in the

face of repeated onslaughts from powerful neighbors and cultures.”

The CRTC, through both the supervisory and regulatory role and
the charges given it under the Broadcasting Act, is "playing the part of
~one of the articulators of a national consclence, of a moral gyroscope

keeping us 'on an even keel"” (Calgary, 29 April 1980). Such a role demands
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the exertion of influence within the nation as well as protection against
undue influence from without: "Blinding parochialism is stultifying and as
dangerous as the unthinking acceptance of each and every available cheap
foreign program” (Toronto, 11 June 1980). Nationalism involves cultivating
a country's ability to funntion internationally: "The opportunities
provided by pay television must enhance our cultural life and boost our

program production industry to a position of world-class excellence.”

The special nature of Canadian nationalism 1s to be measured

~against the United States: "By fostering a viable state in the face of an

energetic and expansionist neighbor, a national community was deliberately
developed"” (Strasbourg, France, 9 September 1981). The "national telecom—
munications:systgm, and the national broadcasting service” are two examples

of that deliberate development. Meisel continued:

National policiles to keep Canada a culturally sovereign nation in
the face of easlly-imported American books, magazines, records,
films, and television programs have been a central concern of
Canadian authorities. There is also, naturally, considerable
interest in retaining industrial benefits of communications
_technology for Canadians. In general, three distinct sets of
instruments have been used: state ownership and support for the
arts, regulation, and, in a more rudimentary way, fiscal

" policies. ' -

It was clear, he told the Strasbourg audience, that "both moral
and material leaderéhip can be éxpected-primariiy from government and its

agencies —— private sectors have been unable or unwilling to mount effec-

tive national defences”.



‘Alluding to the U.S. "open skies" policy for international -
communication through satellites, Meisel said "an open sky policy must
encompass a recognition that the value of 'ffee flow of information' needs
to be tempered with concern for other values, such as national and cultural
sovereignty, protection of.employment opportunities, and so on. Use of
radio frequency spectrum is a privilege, and 6ne,‘moreover; which is
accompanied by major social and economic responsibilities. American
values, to put it most bluntly, are not necessarily appropriate to nations
which have different cultures and values, and which may wish, for example,

" to promote a vibrant national broadcasting industry. Giants may be able to
afford the luxury of a completely free flow of information; those built on

a more modest scale can be destroyed by it."

In a speech to the Atlantic Association of Broadcasters (Halifax,
22 September 1981), Meisel said the Canada~U.S. agreement of 1972, which
says roughly that each country should keep its own satellite system to
itself in the absénce of agreements for extra—~territorial coVerage, "may
affect the future survival of Canadians as an identifiable people distinct

‘from Americans". Meisel sounded the same theme of national survival at the
opening of the pay-TV hearings in Ottawa two days later (Ottawa,

24 September 1981): -

(J)ust as man's movements in space launched him into efforts to

" exploit the last remaining frontier, so pay TV is for this
country's broadcasting industry: the last frontier in which may
be found the resources and opportunities for vigorous Canadian TV
production and exhibition. And by achieving this kind of
production and exhibition, we may prevent the otherwise likely
annihilation of our national cultures.




Thus the preservation of the .cultural health of. .the nation state
remains a firm bése for supervision and regulation of the broadcasting
system. But with multiplication of frequencies and services, the old
scarce—~frequencies argument has receded, though the fact that radio waves
are public property remainé. In his speeches, Professor Meisel has been at
pains to reorient the CRIC role to the new age of frequency affluence
replacing the old one of,scércity, doing for broadcasting policy what

Galbraith did for economics.

He acknowledges (Québec, 13 May 1981) that "The new scientific

wizardry has given us vastly increased signal capacity, and, when coupled

with computers, a wide range of possible interactive services.” But

"Implicit in the use of this technology ... is the erosion of our broad-

. casting system as we presently know it."

The interest of his audience, the Canadian Cable Television

Association, was quite properly, he said, "the welfare of your own

‘compénigs and the cable industry as a whole". On the other hand, "The

Commissionfs goals are pre—emiqently‘social'and cultural.f - In thigland
other speeches, Meisel propose@ a .carrot and stick approach: the CRTC
would protect the revenue base of the broadcasters —— prevent "siphqping
off" of revenues by new services, as he put it at Québec; but the

Commission would expect<€he industry to réspoﬁd'by'trying to meet the

éoci6~cultural objectivés of the Canadian broadcasﬁing system, and could

use the stick of regulation to that purpose.
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" ‘There had been calls for “"deregulation”, he said before an

American audience (Annapolis, Md., 28 April 1982), but he preferred -the

term "improving the process of regulation”. In one of his first speeches
as CRTC chairman (Calgary, 29 April 1980), he said, "There is little doubt
that the total abdication bf the regulatory process would lead to chaos and
a lamentable decline in qualify; "We need to find a liberating balance

between oppressive control and licentious abdication of responsibility.”

The problem could not be left to the market to work out. "We in
Canada tend, I think, to be a little less complacent (than Americans) about
the benefits of the marketplace, quite simply in part because there exists
rather less of a market" (Québec, 13 May 198l1). How many services could it
support? And if it was desirable to restrict the number of services, there
,was a problem of concentration to be dealt with (Annapolis, Md.,

28 April 1982). Besides (ibid.):

(U)nregulated market forces cannot be expected to accomplish
everything that a people may wish to do. I will suggest that,
for Canada in particular, extensive deregulation would be incon-
sistent with the whole history and purpose of communications
policy and would threaten the values which Canadians hold

dear. (...)

It is frequently and vociferously argued that regulation, by
interfering with market mechanisms, distorts the allocation of
scarce resources, thus making less than optimal use of them from
society's point of view and lowering overall productivity. It is
argued, too, that regulation stifles innovation and thus inhibits
natural and creative adjustments to changing circumstances.

Sometimes it is suggested as well that free markets provide the
ideal reflection of consumer choice. I do not intend to discuss
" this last point in detail today except to say that, given the
manipulations of advertisers and the rigidities of the mass-—
production imperatives, I am not convinced that the revealed
preferences of individuals as consumers are any more deeply
rooted than the revealed preferences of individuals as voters.
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On the contrary, it is. I think irrefutable. that market transac-
tions reveal not the absolute preferences of individuals but the
choices they make among a restricted range of possibilities,
itself defined by a limited and arbitrarily selected number of
players. (...)

Markets ... are great for creating wealth. But in a socilety
which has any compassion, we do not accept the market's determi-
nation of how rich the rich shall be and how poor the poor.
Considerations of equity intervene. (W)hat we must talk about
when we are discussing the role. of market forces versus the role
of government interventions, is values.

In his speech to the Broadcast Executives Society last spring
(Toronto, 11 May 1982), Meisel said, "We are trying'to find better ways to
encourage, cajole, facilitate, or compel broadcasters to meet the

objectives of the Broadcasting Act.”

Wreétling with market structure and behaﬁiof rather:than with the
limitations of scarce frequencies, the CRTC aeserts them"vaiﬁes“"set‘forth
in the Broadcasting Act, which are program values: "véried'aad'EOmbrehen—
sive”, "reasonable, balanced opportunity for the expression of differing
views_on'matters'of public coﬁcefnf, "high standafd“;xand "using predomi-
nahtlY’Canadiah"cfeative and other resources". And in general, of course,
ownership and control of the system is assured to Canadians in order to
Qsafeguard, enfich and strengtheniﬁhe cultutal, pelitical, social and
economic fabric of Canada" (Calgary, 29 April_1980). And (Toronto,

31 May 1982):

'No matter what the evolution of the eeenomy and ﬁechnology may

bring, the CRTC will continue to regulate all components of the

broadcasting industry so as to achieve a broadcasting system that

serves the interests of Canada as Parllament unanimously
expressed them.
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The CRTC and cultural industries policy

One of the strongest thrusts given to the CRIC during the Trudeau ministry,
and carried from the CRTC into government policy, is an emphasis on the
industrial base required fbr Canadian popular culture. The thrust is
associated with Pierre Juneau, through his positions as Chairman of the
CRTC, member of the Telecommission and adviser on communications and
cultural policy, and deputy minister successively of two departments

responsible for governmment cultural policy.

In speeches of recent years as Deputy Minister of the DOC, Juneau
has broadened his pitch to cover all the “"information industries” and says
(Montréal, 11 December 1980) "the creative content of products is what we

buy and sell, the very stuff of commerce and trade. What was peripheral is

becoming central. - What was elitist is becoming universal.”

(O)ur most urgent and important goal is the building of an
attractive software industry, using this term in the widest
sense, to include the content of our information systems, the
programming of our information machines and the design of all we
produce; in short, the output of our creative community. T
believe that we have a unique opportunity to play a leading world
role in the development of creative information content, and to
enjoy the many rich and varied rewards of such a role. (...)

If we could exploit our understanding of the vast English-
speaking North American market, as well as our non-threatening
posture abroad, and our skill in the development of communica-
tions networks, then the Canadian information distribution
community could be turned into a strong component of a powerful
Canadian information industry. The experience of Harlequin,
K-Tel, I.P. Sharp and Datacrown shows the capability here.

\
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Speaking to an audience of broadcasters the next. year (Victoria,
21 May 1981), Juneau said "creativity has become a factor of production, an
essential element in the creation of new wealth, along with land, capital

and labor". But production values are very costly:

They represent research on the script, care in the writing, the
subtlety of the soundtrack and the music, the special effects,
the stuntmen, the scenery, the equipment, the clothes, the
rehearsal time, the post production care, the thought that goes
into the marketing. (...)

(T)he heavy upfront costs of information products have to be
written off over larger and larger markets., Inflation and
increased competition drive these costs still higher, until a
world class standard evolves, against which domestic products
must compete.

In Juneaufs vision the cultural industries éupport one another,
eééh offering the others extérhal economies. The goverﬁﬁenf and itév
agencies are in an orchestrating and supporting role. This theme, with its
strong emphasis on industrial strategy in Canadian and world cultural
markets, finds a reflection in the Meisél speeches énd more particularly in
the CRTC's p;y;TV decision (CRTC 82——240) and the report leading up to it,

The 1980s: A Decade of Diversi%y ——- Broadcasting, Sateliites, and Pay-TV.

The report, datéd July 1980, came from a CRTC committee (inclﬁding repre-

sentatives of the provinces) under the chairmanship of Ré&al Therrien,

 vice-chairman of the CRTC, and was prepéfed with the assistance of

Henry Hindley,'mentioned earlier in this feport_iﬁ connection with his work

on the“Telecommission and the Clyne report.



“The Committee is unanimous,” the report said (p. 59), "in its
conviction that the chief justification- for introducing. pay-TV into Canada
must lie in the opportunity it would afford as a stimulus to the program-

production industry and the provision of new services.”

For eight years, including a period under Juneau, the CRTC had
been holding back pay-TV, chiefly on the grounds that it would be .
"disruptive” of the existing broadcasting industry. The latest report on
the subjgct, in 1978, said introduction of pay-TV would be "premature”.
But in 1979 the Clyne committee (Ch. 8, pp. 47-49) said it believed
"fragmentation of the television apdienée is inevitable, and may perhaps be
desirable” because viewers would have more choice. ' It:urged pay-per-—
program rather than pay-per-—channel liéensing,-since "pay-per-channel would
entail the .continuing subjection of television.audiences to. lowest—common—.
denominator programming; pay-per—-program would attract audiences,
relatively small.perﬁaps, but still substantial, for Canadian and foreign
productions of the highest quality". The Clyne report saw no rush to
approve pay-TV, but made. a recommendation which appears to have become a

key-element in policy-making, "There should be a levy on\profits from

pay-TV, to be used for Canadian programming ...."

- What had changed in the Therrien committee's view by 1980 was
“the phenomenal spread-and success of pay-TV in the United States”. That
is, Canadians, who were already strating to pirate the American product,
were creating a demand that would imperil broadcasting regulation in Canada

if it were further denied. There was also the fact that Saskatchewan
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already had its own closed-circuit pay—-TV outside the CRTC's jurisdiction,
Québec had licensed a not-for-profit closed-circuit pay-TV operation, and
guests in a number of the country's hotels could regale themselves with

pornographic movies and other fare on pay-TV.

The Therrien committee was also important in dealing with some of
the issues .raised by pay-TV and recommending policies, some of which were

adopted. in the eventual CRTC decision.

. .Many writers had noted the difficulty of basing regulation on
transmission technology, since means of transmission were multiplying and
several were interchangeable. Thus functional distinctions could. become
more important tools of regulation, both in focusing government support and
avoiding concentration.in the broadcasting industry. . The Therrien ..
committee distinguished between (1) program producers, (2) program

distributors (or program-packagers), and (3) exhibitors (who undertake

.1ocal delivery). TIn the CRTC decision, these.distinctions were remarked

and a policy laid down of establishing conflict-of-interest rules against
integration of two or more of these functions under single control. This
was agalogOus to the recommendation of the Royal Commission on.Newspapers
in 1981 (RCN report, p. 241) that legislation should "prohibit a newspaper
proprietor from being the carrier systems operator of any screenprint or
similar service”, although a newspaper could be an "information provider”.
That is, in Therrien terms it could be a "program producer"”, but not a

"distributor” or "exhibitor". The RCN also recommended prohibition of



cross ownership of companies on both the "content” side (information

providers and distributors) and the "carriage" side (Therrien's

"exhibitors").

The Committee took the "tiered" approach to the pricing of cable
television (p. 57):
Level 1: the normal subscription rate for whatever channels may

be authorized by the CRTC (a service that must remain attractive
to those who do not want to subseribe to optional services).

Level 2: an additional, probably fairly mbdest; rate for
delivery of optional special-audience or target programming.

‘Level 3: a higher additional fee for delivéry of costly
mass—appeal entertainment, first-run movies, specials produced by
independent entreprenecurs, and sports and other events not
pre—empted by broadcasters.

Important additional recommendations regarding payment were made
1ater in the report. 1t was urged (p. 76) that "a viewer'who wants to
subscribe to pay-TV services should not be required to take the ordinary
cable service as Well" In other words, subscribers could choose among the
tiers, rather than having them as add-ons to the basic service. (A Level 4
and other levels of screenprint services are additional possibilities.)
Therrien also recommended that "In any system of d1fferent1al tariffs for
,recention’of‘optional telev1s10n serv1ces, there must be an assurance they
ndt be cross-subsidized by the subscribers to ordlnarv cable service."
vEnvisaginc a common—carrier role for cable in relation to pay—TV it
recommended that "Cable undertakings should not be restricted to offering

only one pay—TV service, and it is essential that their fac111ties be made



available without discrimination and at charges that are fair and equitable

to all authorized pay-TV distributors.”

Contrary to the Clyne committee recoﬁmendation, Therrien held
that a pay-per—channel sysfem should be required at the outset, leaving
room for pay-per—-program systems to be added or substituted-ﬁhen a stable
market had been established. This can be seen in relation to the main
thrust of the Therrien report, which was to support cultural industrial

policy and build the Canadian program production industry. The committee

‘observed (p. 60):

For many years, there was no market for Canadian films (and
consequently little production)  because the distribution system
in Canada was tied to British and U.S. studio interests, a condi-
tion that.still continues to some extent. Another obstacle to
growth, some independent film makers charge, has been the rela-
tively small amount of production commissioned from the private
sector by the NFB, the CBC, and private broadcasters. (...)

Canadian broadcasting policy and the creation of the CBC have
together ensured that the distribution of television programming
in Canada would, unlike that of Canadian f£ilms, remain in
Canadian hands. But Canada was at a disadvantage in gearing
itself to the introduction of television. .In the U.S., and to a
lesser but substantial extent in many other countries, there was
a powerful and well developed film industry on which to draw for
artistic, technological, and managerial know-how. In Canada
there was no significant feature-film industry, and everything
had to be done from scratch.

Incentives were now needed if Canadian f£ilm producers were ever

goihg to>produce‘films attractive enough'to audiences that they could be

used to fulfill Canadian content requirements. In their absence, broad-

casters would tap the ready audience for Canadian—produced news,

information, and sports programﬁing,'and go for their dramatic and

entertainment programming'to the United States. Popular U.S. programs in




this cateory could be obtained for about a tenth of the cost of producing

similar programs in Canada. That is, they are "dumped” in Canada in some-—

what the way the 0'Leary Royal Commission on Publications said the U.S.

content of Canadian editions of American magazines was dumped, giving
American magazine pr0pfietbrs an unfair advantage over Canadian., The

Therrien committee said (p. 61):

The Canadian broadcaster is thus faced with a dilemma; to produce
a program of competitive quality costs a great deal more than
acquiring an American one, and it is almost  certain, in the
present climate of mass—audience advertising, to attract less
-commercial revenue, The best way to deal with a dilemma, it has
been said, is to seize it by the horns and shake it till its
teeth rattle, and the best way to rattle the teeth of this
particular dilemma is to provide new sources of funds and new
incentives for Canadian program production.

The Therrien committee said a "shot in the arm”, amounting to
some $350 to $500 million, "must be found if the Canadian production
industry is ever to become effectively competitive". It fecommended that
."The-federal government should consider the introductian of a program of
-tax ‘and other incentives for the production of television programs in

‘Canada.” - But "A consensus of a majority of members of the Committee was

that surcharges. on subscription rates for cable and other local delivery
“systems should not be used as a means to support the Canadian program

production industry.” It went on to say:

‘Different considerations apply, however, to pay-TV. It would be
entirely optional and in the nature of a luxury available only to
"those with sufficient disposable income to afford it. The
principle of taxing luxury goods and services at higher rates is
"widely accepted and some members believe that its application to
pay-TV would appear to be unexceptionable.

. N N .
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. Therefore, following Clyne, Therrien recommended. "Consideration
should be given to imposing a flat surcharge on the rates paid for pay-TV
services, and to methods of distributing the proceeds to the maximum

advantage of the program production industry.”

The Therrien report contributed to the guidelines under which the
CRTC finally issued pay-TV licences (CRTC 82--240) in March 1982 for one
national general interest service in French and English, three regional
general interest services (Atlantic, Ontario, and Alberta), one specialty
(performing arts) service, and one regional multilingual service. The
Commission said the services would increase Viéwer'choice, "inject
considerable fevenues into the Canadian production.industry”, and, under
Canadian content rules, increase Canadian programming on the whole broad-
casting system. All pay-TV services were to be delivered by satellite to

local cable systems.

The Commission said it hoped soon to license an additional -
regional service, in French for Québec and‘neighboring French-language
communities, and an additional western service for B.C. and the Yukon.
Although the Commission originally opted for "discretionary" services
rather than "universal” -- i.e., vdluntary rather than compulsory with the

cable package —— it now said:

The Commission has found persuasive the arguments presented at
the public hearing that a desirable way of ensuring the evolution
of a distinctively Canadian pay television system may well be
through the adoption of a universal pay television service. Such
a service holds the promise of being uniquely Canadian in content
and character, while at the same time being available at a rea—
sonably low cost. .Further, the Commission considers that it
would be desirable if the pay television system in Canada
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responded to a balance of economic, social ‘and cultural incen—
tives. A universal pay television service would be a suitable
mechanism to achieve such g balance, especially if it were
operated on a non-profit basis.

s

Because of its guaranteed revenue base, a universal service would
have the ability to inject substantial revenues into the
development of quality Canadian programs.

The Commission said a public hearing would be held to consider
the pr0posal and how it might best be implemented. The Commission would
also look into other specialty pay-TV services and the possibility of

pay-per-program services at a later date,

The CRTC‘s pay-TV dec1sion came in for some cutting critic1sm,
not least in a minority opinion from Commissioners Gagnon and Grace,. This
: will be left to the follow1ng section of comment on regulatory development

in Canadian broadcasting.

Broadcasting poliey reviewed

The broadcasting policy put in place fifty years ago, tylng protection and
subsidy together in a single system, has proved to be an engulfing but
rather ineffective mechanism. More and more of the country's cultural

. activities have been brought under its philosophical umbrella until today
in the DOC we see its tenets applied as an integrated policy for the whole
field of communications and culture. ' Since the policy still carries the
'seed of the Aird Commission‘s'original intention in 1929, that all radio
broadcasting:in Canada be nationalized, it is easy to . see mhy it withers as

it grows. Canadian soclety is simply resistant to the degree of cultural
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tutelage implied by the pretension of the Broadcasting Act:that Canadian
broadcasting constitutes a "single system", embodying a set of goals and
principles that are to be effected through the supervision and regulation,
however friendly and conciliatory and ﬁemocratic, of the Canadian Radio-

television and Telecommuniéations Commission.

Robert E. Babe, in a study prepared for the Economic Council of

Canada, Canadian Television Broadcasting Structure, Performance and

Regulation, writes (Babe, p. 225):

The question arises ... as to whether the objectives set for
Canadian broadcasting are feasible. These goals appear to be
largely incompatible with a high capacity broadcasting system and
the audience fragmentation that results therefrom. Certainly it
appears that a major element of the CBC's interpretation of its
own mandate -~- namely, the provision of "a shared experience of
being Canadian” -- is incompatible with. widespread fragmentation
of audiences. (e.s) '

Furthermore, the objectives of the Broadcaéting Act may be
questioned in terms of desirability.

In simpler terms, it doesn't work, won't work, and shouldn't
work. Why shouldn't it work? Babe says the answers are to be found in

response to the following questions:

. What is the appropriate role of government in directing or

- influencing viewing habits? To what extent should the viewer be
limited in his access to the range of available viewing optiong?
How compatible are the goals set for broadcasting with freedom of
the press? This latter question also arises in the analysis of
the CRTC's role in regulating program quality. What is the
purpose and philosophical underpinning of the nation state? For

. example, if a nation is philosophically defined as a voluntary
assoclation of individuals with common aspirations, does not the
conscious molding of such aspirations by government turm the
concept of the nation state on its head?

N




For those who find philosophy tiresome because it raises more

questions than 1t answers, we turn back to the reasons why Canadian

broadcasting policy doesn't and won't work. Says Babe (p. 11):

Canadian broadcasting suffers from an advanced condition of
schizophrenia -—"advanced" because it has attempted to function
with this condition since passage of the first Broadcasting Act
in 1932. Broadcasting undertakings in the private sector are

. expected to act as chosen instruments for implementation of

public’policy while simultaneously pursuing the profit objectives

of private enterprise. Even the Canadian Broadcasting
Corporation (CBC) is required to pay due attention to commercial

considerations in its pursuit of the national goals. The history
of Canadian broadcasting can be viewed primarily as the continual

struggle and tension between commercial forces and incentives on
the one hand and non-commercial public policy goals on the
other,

Another theme developed by Babe is that in practice, the series
of‘regulatory authorities that have pre51ded over the "single system e
the Canadian Radio Broadcasting Commission (CRBC) from 1932 to 1936, the
Canadlian Broadcasting Corporation (1936 to 1958), the Board of Broadcast
' Governors (1958Ato 1968) and the Canadian Radio—television and Telecommu-
nications Comnission‘(CRTC), to use its latter—day name (1968 to the
npresent) — have all acted to protect the licencee s property rights in
‘their pieces of spectrum rather than the publlc s right to have the
Spectrum regarded as public property whose use should serve public goals.
There has been a tendency to make frequencies scarcer than they actually
are, Industrial protection policy has overridden cultural policy,_

competition policy, and 1ndustr1al development pollcy. The long delay in
introducing pay—TV can be seen as an example. The "learning’curve"
approach to new services, Outlined 1n chapter 2 has found little favor

with the regulators.
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Mr. Babe, somewhat perversely in view of the philosophical

-questions he raises, advocates a tighter system for making licencees live

up to the promises of performance they make to the regulatory body. These
promises, of course, are based on the objectives for the "single system"

set out in the Act, as interpreted by the CRTC. .

A wide variety of views on -how to make Canadian broadcasting
responsive to the needs and wishes .of Canadian audiences was heard at a
seminar sponsored by the CRTC in 1981 and reported upon in a Commission

document, Balance in Broadcasting. The director of journalism at

University of Regina, Ronald Robbins, a former CBC executive, maintained,
for example, that "technological growth in the -availability of delivery
systems is superseding regulatory means to provide public access to sources

of information and entertainment”.

A communications lawyer and prominent Liberal party member,
Jerry Grafstein, argued in the same vien that "tﬁe world is moQing from an
era of spectrum scarcity to one of spectrum abundance, with the devélop—
ment, especially, of sophisticated two-way cable systems. .Because access
to the electronic highway will become easier,‘balance will become less of

an issue." He suggested associating an "audience council” with the CRTC.

Profgssor Liora Salter of Simon Frasér.Uﬁiversity éaid thé
regulatory agency must address these qﬁestions:>>“wﬁat>kind of capaéity for
future services is being bulilt into the system, aﬁd how is ﬁhis résérve
éapacity'being protected? Second, what resourceg will be>necessa;y to use

that reserve capacity, and what can be done to make sure that it can be
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utilized by ’those without extremely large financial resources? Third, what
resources are those currently erigaged in broadcasting putting into -the
origination of material? Fourth, what differences in design of new systems

could be made, so that the system becomes more accessible and less rigid?"

David MacDonald, a former ?rogressive Conserﬁativé Minister of
Communications,'deaiing priﬁarily with news and publid‘éffairs programming,
proposed a fundamental autonomy for journalists, but not for the media
corporate organizations t§ which they belong. He said journalists required
protection from corporate as well as state interference, a position analo-
gous to that of the Royal Commission.on Newspapers, under the chairmanship
of Tom Kent, but at variénce with the reaction to the Kent report from the
" PC caucus.’ MacDonald urged the TV equivalent of a press council be estab-

‘Alished. (In Québec, Radio—Canada is a member of ‘the Press Council.)

John Hylton, a communications laywer, argued that there already
were enoﬁgh publié bodies tovprotect the individual. In the age of
spectrum abundance outlined by Grafstein, "balance in broadcésting'will

bécome’ the regsponsibility of the viewer".

Harry J. Boyle, former vice—chairman of the CRTC, "warned of the
'dangeerf unnecessarily rigid legislation”. The key issue for the future

"is to develop technology in such a way as to enhance creativity”.

‘A number of the problems that can arise under the present

regulatory system are represented in the stiff dissenting opinion of
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Commissioners. Gagnon and Grace to the CRTIC's pay-TV decision (CRTC 82--240,

P. 65).

The way in which the regulatory authority can favor "chosen
instruments” of its policy was illustrated by its licensing of First Choice
Canadian Communications Corporation for the national general service in
French and English. Other candidates had presented superior proposals for
the French service, the two commissioners said, while First Choice planned
to give English Canada a full English service and Québec and the rest of
French Canada only a bilingual service. Yet First Choice.had.been allowed
an amended. proposal to overcome the shortcoming. Said Gagnon and Grace:

(ﬁ)évihg found the applicétion of First Choice to be ﬁnacceptable

in this respect, it does not, in our opinion, now come within the

competence of the Commission to refashion so vital an element of
. this application in such a way as to make acceptable and there~

fore, licensable, what would otherwise have been found unaccept-
able and unlicensable.

Furthermore, the two commissioners noted that the CRTC had left
the way open to First Choice's reverting to a bilingual formula for the
French audience once an all-French but regional (Québec and neighboring

areas) service had been licensed.

(T)he contemplated regional service would be no substitute for a
strong, comprehensive national network. French and English-
speaking Canada extends beyond the envisaged territory. The
concept of territorial bilingualism has been discredited and
should not now be reintroduced by a regulatory decision. Fur-—
thermore, such a regional service, even if it were to come into
existence, cannot be allowed to supplant a national service,
particularly if the effect were to weaken the quality of French-
language service offered to French-speaking viewers outside of

5
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Québec, Ontario and Atlantiec Canada who have the same right to
receive a separate and distinet French-language service as do
English-speaking Quebecers to a complete English national
service.

Gagnon and Grace also attacked the Commission S turnaround on the

question of a mandatory pay-TV service, after it had specifically stated in
its call for licence applications that it had a “strong preference for a
pay television service which indiv1duals would be entirely free to buy or

not to buy"”.

‘The very question of a mandatory pay system raises substantial
questions of policy and law. Should Canadians be required to pay
<for programs for which they may have no desire merely because
they want basic cable service? Does the Commission have the
. authority to impose what could well be.construed as a tax by
another name in forecing a payment for made~in~Canada pay
‘television? .Are the problems of securing financial and. program
accountability of such a system so severe as to be overwhelming?
"Is a mandatory, universal pay television system, if that is what
the public wants, something that Parliament not a regulatory
agency, should bring into being?

We see a mandatory, universal pay television system as a new CBC

without commerecials: an ill-timed, expensive luxury in two
languages for which no public demand has been demonstrated.

The ‘two commissioners also saw such a system, with its universal

subseriber base, as having a "deleterious, if not devastating"” effect on
the revenue base of the discretionary services already licensed and their

ability to bid for program content.

Gagnon and Grace felt the licensing of so many pay-TV services in

the March 1982 decision already constituted “"system overload".

The Commission is now licensing six pay services and is calling
for two more regional pay systems, not even taking account of
Saskatchewan which has its own provineial pay system. How many
of these birds will £ly? '
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The conclusion I draw from reviewing broadcasting policy is that
the concepts of the 1930s have been stretched beyond all reasonable limits
to apply to a much broader range of concerns in the 1980s. Tight, single—~
minded, patriotic, and coercive definitions and directions have been
applied —- here and there,'in part or in whole —— to genmeral communications
policy, general cultural policy, radio policy, television policy, cable
policy, general telecommunications policy, and now telematics policy. The
comment made by Professor Salter at the CRTC's seminar on balance in
broadcasting is to the point, "The regulator and what it is supposed to

regulate are profoundly out of sync.” Another communications professor,

.with long experience in cultural and communication policy in govermment,

- suggested in an interview for this report where the reform.of broadcasting

policy might begin. "“We should eliminate the concept of broadcasting,” he
said. "What you have to identify are the actors and the services --

producers, programmers, carriers.,”
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TRANSMISSTON

Introduction: Capacity as the Key
The Clyne report observed that "each clearly marked advance in telecommuni-
cations has been made possible by the development of a greater carrying

capacity in the means of transmission” (Telecommunications, p. 8).

It is with carrying capacity and systems capability that this

- chapter is chiefly concerned. The new structure of communication in which

" capacity must be examined was set out by the Clyne committee as follows:

It is no longer possible, as it was 10 or 15 years ago, to
distinguish between the technologies of telegraphy, telephony,
radiocommunication, and computers. All are used, to a greater or
lesser extent, in almost every mode of telecommunication, either
in combination or in competition, thus undermining the structure
of communications that has developed over the past 130 years.

Undermined along with the old structure was the system of tech-
nology—~based regulatory jurisdictions, as the 1975 White Paper acknowledged

(Communications, p. 17):

The principal conclusion to be drawn from all the studies of
communications in Canada that have been undertaken in recent
years is that all forms of telecommunications have both national
and local aspects, and that these aspects cannot be separated on
the basis of the technological character of the facilities
involved. ‘

Within federal jurisdiction, as noted in the chapter on broad-

casting, regulation has been moving away from. technology-based classifica-
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tions toward classifications based on service and function, such as content
or carrlage, and program producer or program distributor. The term
"broadcasting” itself 1s no longer used in conformity with its technologi-
cal definition of "transmissions ... intended for direct reception by the
general public"; often bro;dcasting is intended for indirect reception by
much of the audience. New kinds of carrylng capacity and interconnections
between different means of transmission are thus making some existing

policles —- or at least the way they are expressed —— obsolete.

One set of policy changes, for example, is consequent on changes

.in what should be considered monopoly services, and what not. The Price

Waterhouse report notes (PW, p. 40) that "A natural monopoly exists when
the minimum average cost of production (or service) for the firm occurs at
a’volume of production which is equal to or greéter than the total market
demand"f But "the concept of a natural monopoly assumes an undifferentia-
te& ﬁroduct".' And "because natural monopoly results from the structure of
production costs, changes in technology can make competition viable in

industries which were once natural monopolies, and vice versa”.

Public policy is important in deciding whether particular.

services become more of a monopoly (cable) or less (telephone)., Technolo—-

gy (electronic mail) can break monopolies no matter what the Constitution

says (Post Office) but can also be used to teach old monopolistic dogs to
do new competitive tricks (Post Office), if the Government wishes and

Parliament approves.
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- Thée PW report points out (PW, p. 139) that in the communications/
information sector "Carriage is by far the largest of the sub—secfors in
terms of the production of goods or. services in Canada for sale on the open

market"”. And carriage, or transmisson, is dominated by the telephone

companies (with two-thirds of the operating revenue and three-fifths of the

employment), while the Post Office is a substantial second, and'cable TV

and other telecommunications carriers account for felatively small parts of
the sub-sector in economic terms (PW, p. 31f£f). TFor both the telephone
compénies and the Posﬁ Office, communication among businesses (including

government) and between businesses and the public, constitute well over
half of their traffic. While cultural content may be the "carriage trade”

of the carriage business, it is not a major part of that business in

' economic terms. The report observes (PW, p. 140):

In most aspects of carriage, the service would be far less
valuable to the customer if it were not used by both businesses
and households. Use of the mail for billing and payment and of
the telephone for taking retail orders are examples.

'The report, like the von Baeyer report before it, thus sees

carfiége capacity growing in response to the business and consumer markets'

being'developed'inbtandém, but with the "Bﬁsinéss’market“, broadly defined,

téﬁding to lead fhe wéy in technological development that:can'thén bé spun

off to the general consumer market.

Carrying capacity: a new architecture

The carrying capacity of a communications mode ‘can be seen as the volume

plus the capability, or sophistication, it offers the user. For example,
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Telidon, which was originally designed for telephone transmission, has
benefited from speeded digital transmission in recent years and also
benefits from the fact that the telephone mode is a switched interactive
network. By comparison, Telidon graphics (and photos even more so) can be
brought up faster and bettér by . the broadband cable mode, but so far cable
is far from ugiversal and is ﬁot a switched interactive network, thus
severely 1imiting its present utility for Telidoq or other videotex
systems. Capability here, it has been suggested, could be improved by an

inter-modal, or hybrid, network combining the capabilities of telephone and

Cable .

Instant World observed in 1981 (p. 149) that "the world of tele-

communications and computers today is far from ideal. Telegraph systems
rarely interconnect with telephone systems, CATV systems are seldom
connected with each other and never with switched"distribution networks,

and microwave systems with unused capacity remain dedicated and introvert.”

Much has happened since then, and particularly since the CRTC's

_interconnect decision in 1981, which followed closely on the interim

~attachment decision. But governments have not given the urgency that the

von Baeyer task force recommended in 1972 to ensuring "the evolution of
data communication systems towards an effective, coherent data communica-

tion network",

One of the major problems of decision-iaking and planning today

is that there is no careful assessment of transmission dapabilities in
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relation to projected needs such as was provided by the von Baeyer report.
It is a complex and controversial area involving huge stakes for the
various players, but need it be as muddy as it is? Consider the following

from the Clyne report (p. 26):

It cannot be denied that there would be economies if all local
access were provided through unitary connections, but that is not
to say that immediate action is necessary or even desirable to
force the installation of integrated plant at a pace that is not
dictated by practical considerations now or possible in the
future.

Such inconclusiveness was not surprising from a committee given
only a few months to do its work and it led to the following recommenda—
tion:

The pace and extent of plant integration for local delivery of

telecommunications services should be determined by future
technological, economic and social considerations.

A clearer picture of these "considerations” will perhaps become
'available in reports now under preparation by the eqqnomics branch of the
DOC's poliqy sector. In the méantime, both.the prevailing‘uncertainty and
the need for research to lessen it were stressed:in the.Pricé‘ﬁaterhpuse
report (PW, p. 155££). ‘Looking at the whole communications/infopmation
sector, the report said that "we have been struck by the.degree of :
ungertaigty as to the technical, and partiéularly the économic, viability
of élternatiVes“. The full list of subjects’ that needed examination, in
PW's view, is given in Appendix 3. Obviously syétems capacity must be
related to probable demand and much of the list deals with getting a -

clearer idea of the kinds of services that may have to be provided. Of

particular relevance to the carriage business would be research into:
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+ the technical feasibility of moving from the present
architecture of carriage systems to a new architectue which
might be more attractive in the long run given the carriage
media and switching systems now available and the services
which may be provided.

This "new architecture"” is what Instant World, von Baeyer and

Professor Liora Salter, quoted in chapter 1V, were mostly talking about.

It relates to the DOC's role of comprehensive planﬁiﬁg aﬁd policy-making
which, as has been pointed out, has been rather neglected. In the past
couple of years, however, the challenge has received increased attention in
Ehe'department's strategic overviews. The overﬁiewvof March 31, 1981,
stated, for example:

The applications of new information-processing technologies will

greatly increase the demands placed on telecommunications infra-
structure and radio frequency spectrum. It is therefore critical
that technologies be developed to expand the carrying capacity of
the former and to ensure the orderly, efficient use of the
latter. If this is not done, it will be impossible to satisfy
user demands and derive the benefit of these technologies.

The department's current policy is that "Telematics research and
development ié to focus on the techniques and the protocols which make
possible the interconnection of informatics systems through telecommunica-
tions networks"” (Overview, March 31, 1982, Appendix E, p. 3). The GTA |
(Annual Review 80-81, p. 21) notes that one of the objectiﬁes of the Office
Communications Sysﬁems Program is "to develop a comprehensiﬁe range of
Canadiah products and services capable of operating in an 'open systems
interconnection' environment"; that is, an environment in which systems are
open to connection with other systems, and networks to other networks. The

Review, in its survey of transmission facility suppliers (p. 35), notes

that broadband media, in particular cable and satellite, are coming into
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their own for business traffic because of their high capacity and speed.
That raises the question of the extent to which the telephone companies
will move to use of broadband optic fibre cable in local loops (they, too,
can use satellite long-haul) to retain their competitivé position,
especially in the Local Aréa Networks that account for the bulk of business

telematics, but also later in home delivery.

The Clyne committee in 1979 estimated that the present plant of
the‘established telephone cgrriers represented an investment of over
$6 billion. A telephone company executive said in an interview for this
report, "There's quite a bit of life yet in the old twisted pair.” An
executive in a competing company said, "Every Canadian should have broad-
band transmission fécility into the home or office, a broadband highway.”
He also held that "electromagnetic spectrum anywhere is a public resource”,
whether it i1s in a narrowband twisted pair, broadband coaxial or optic
fibre cable, or in air and space. The Price Waterhouse report expected
that "the introduction of new technology will be gradual because of the
treﬁendous amount of long~lived plant in place” (p. 51). It noted that
"there is some concern that new telecommunications technologies are not
being implemented as fast as could be justified economically because of:
. the long depreciation periods approved by regulatory
authorities, which make it difficult to justify both the
_replacement of existing assets which are not fully depreciated
and the purchase of new ones, which could remain on the books
long after they become obsolete;
» the alleged preference of telephone companies for using their
own terrestrial facilities even if satellites are more

economic;

. the requirement for CRTC approval of new. services offered by
cable companies; and

+ the limits on customer choice, until the recent interim
decision of the CRTC, with respect to terminal equipment.
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Depending upon the vantage point from which they are looking at
communications, the reports available to the DOC vary\widely in their
judgement as to whether transmission capacity in Canada is inadequate,
adequate, or excessive. Proposals for investing heavily in national
projects for technologicaliy advanced systems, and reaping the "learning
curve” benefits in effectiveness, productivity and sales abroad, run into
the "life in the old girl yet" argument and warnings not to duplicate in
communications the overbuilding of railways that occurred at the turn of

the century.

In the.Government of Canada, at least} the dangers of too rapid
advance do mot appear greét. The GTA observes (Annual Review 80f81) that
"much of the existing government network has remained essentially unchanged
in efficiency and service level for over twenty years"iw It_adds, however,
that "by the mid 19805 responsive, economical shared office communications

facilities will be available through the Agency".’

In its transmission survey, the GTA's Annual Review drew atten-
tion to the establishment due in 1983 of an Integréted Satellite Business
Network (ISBN) by the Computer Communications Group of the Trans-Canada
Telephone System. It will provide transmission facilities to medium and
large sized organizations for all types of business gommunications in
Canada and abroad. Two other develppments noted were Bell Canada's
Envoy iOO and CNCP's Infotex. Both |

offer what is essentially an electronic mail service in which the

capabilities of the terminal equipment are augmented by
intelligence in the network. Thus any dumb, asynchromnous
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terminal connected to Envoy 100 can provide access-to mail
management services and to all other terminals on the network, as
is the case with telex and TWX, and can be used for purposes
other than communications such as data processing. Similarly,
Infotex permits communications among major makes of incompatible
word processors and between word processors and telex machines.

The current alternatives to Infotex for communication between

word processors are a translation software package or a protocol
conversion device.

Under trial this year is the TCTS Computer Communications Group's
iNET (intelligent network), which would permit both alphanumeric and .
Telidon—-type alphageometric terminals to access multiple data bases

"easily”. (It won't be as easy as all that -- see chapter 2 on dif ferent

formats for videotex and personal computers.) The target user is the

executive, manager and professional.

"Local area. networks (LANs).are under rapid development. These
"provide electronic support for the estimated 81 per cent of business
communications which take place within, rather than between, office
"~ buildings and complexeés. Until recently, this huge potential market has
been served only by the telephone network, with the result that text
messages often take days to be delivered from one floor to another.” One
of the business executives interviewed for this report said, however, that
the government's OCS program had been so delayed and distorted that
promising possibilities for his group (OCRA) to enter this field had

‘receded.

The discussion of transmission capacity so far brings us to a

question which all the communications studies from Instant World onward

have raised: Should Canada (sooner), or will Canada (later), have a

national switched cable network or networks? We have already seen the

{
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GTA's emphasis on broadband communication through cable combined with
satellite, which is sﬁitable for broadband because of the extremely high
frequencies used. The advent of cable—satellite pay-TV, due in April next
year, and the licensing of experimental screenprint services on cable by
the CRTC, brings the day of nulti-service cable, and hence of probable

increased consumer demand, closer.

Cable and satellite: partners and rivals

Almost six out of 10 TV households in Canada are connected to cable TV (RCN
research, vol. 1, p. 17), with the percentage having cable ranging from a
low of 40 per cent in the Atlantic region to a high of 79 per cent in
British Columbia. (The survey was done early in 1981.) Indeed, it is said
that in Victoria, B.C., the only point of television stations going "on
air” rather than direct to cable is to reach a handful of rural viewers and

qualify as "broadcasters". A business executive connected to the cable

_ industry, who was interviewed for this report, said the present potential

for cabled households in Canada is 70 per cent; that is, households consti-
tuting 70 per cent of all those in Canada, .amounting to a potential .
4,&00,000‘subscribers, could hook up to cable without extension of existing
networks. . (He compared this to;22 per cent in the United States. But the
lower U.S. percentage still means a much bigger subscription base, .

28 miliion households, making the U.S. market highly attractive to the

Canadian cable industry, which has had a good deal of success there.)

The RCN research also tells us (Vol. 1, p. 16) that of all

Canada's TV homes, which constitute 98 per cent of. all. households in the



country 34 per cent have two TV sets, though we are not told what propor-
‘tion of this group also has cable. The propensity toward having a second
set is , however, important to the possible demand for cable services.
Households might want to keep one set free for the increased variety of

‘regular TV, and adapt the other to receive videotex services.

In any case, the heavy cabling of Canada, the imminence of'ﬁew
services, and the parallel development of business cable services, raise
the question éf whether the government is going to let the marke;, and the
CRTC, take its course, oY whethér it Will.feel bound'to,intervene in order
to assure universality, adequacy of technical sﬁandards,:and reasonable
rates. In other words, the government is faced with the "right to

‘communicate" principle postulated by Instant World and the eriteria it

implies fof‘govérnment policy. Are there to be information-rich and -
information~poor? Ape'all to have access to interactive communication in
the screenprint medium, or is one-way communication good enough for those
‘who can't afford the more sophisticated facility? Going further, should
all have access to shared visual space, or only some? We are not talking
here about the government paying for people's terminals or the services
they may choose to access on them, bﬁt about the extent, the capacity, and
the capabiiity of networks, and the equipmen; standgrds that may be set by
government. In Saskatchewan, the government-—owned Saskatghewan

Telecommunications has already started building a broadband optic fibre

t;unk network to link all communities over 500 in population.. Later stages
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of SaskTel's project provide for local optic fibre loops as well, making it

potentially an everyone-to—everyone~with—everything electronic highway

within Saskatchewan.

The prospect of a cabled.Canada, in which cable ﬁrovides local

delivery but is abetted by, or is reliant upon, satellite transmission for

'1ong-hau1, raises a host of questions. Are the present cable companies,

with about half a billion dollars in equipment, but who lease 70 per cent
of théir_cable loops from the télephone companies, to be the owners of the
network,.the carriers? (Not in Saskatchewan, where SaskTel has exclusive

rights over the carriége of cable TV offerings except in a few instances.)

The trend in reports to the government has been ihcreasingly to regard

cable companies as carriers rather than broadcasters, a trend vigorously

opposed by the cable companies, which wish to remain nulti~functional.

The Price Waterhouse report says (PW, p. 31):

We have ... concluded that the economic characteristics of the
cable industry resemble those of. carriers more than those of
broadcasters, and that the future of the industry is more likely
to lie in a broader range of carriage functions, including the
distribution of pay TV, than in a more intimate involvement with

- content. We pass no judgment on whether this evolution is.
desirable from a policy standpoint.

. In another parﬁ of the report (rw, ﬁ.'59), however, the qhestion
is raised of whether a ménoﬁoiy service should be able to use the advan—
tages of its'ﬁonopoly to competé with providers of services carried by the

monopoly. The Clyne committee came down on the side of separating content

and carriage, though it would have allowed carriers some entree into

content through "arm's length" affiliates, provided a costing régime was in




force which couid clearly show that the arm's length affiliate was not
getting advantages from its monopoliétic assoclate. The PW reﬁort noted
that "concerns about the monopolist's advantages are particularly serious
Whefe the competitive service consists of content. The existence of
diversity of content sources may bé é critical social objective, above all

when the content is information, rather than simply entertainment.”

quert E. Babe (Babe, p. 123£f) describes_the way in which cable
has beeﬁ regulated a; a "hybridf, as both broadcaster gnd carrier,‘by the
CRTC without being subject to demanding standards in either. Massive
investmept in expansion and raising standa:ds would be.;gquirgd if existing
cablé systems were to grow into a national switched neéwo;k,‘or a network
, associated»with the teiephone network to produce a new bybrid carrie:
network, to transmit audio, video, data, and graphiecs content. _The P

report notes (p. 58) that:

cable companies have not been required to serve uneconomic areas
to any major extent to date, because cable TV was not an
essential service. But if it becomes the ‘delivery mechanism for
tele—-banking or other important services, universal access at
reasonable cost might be considered of sufficient importance to
require extension of cable systems on a cross—subsidized basis.

The most obvious advantage of cross—subsidization is that it
provides support for the social equity objectives of government
without requiring taxation or direet intervention. It could also
be argued that the costing of individual services involves a
significant element of judgment in any event, so the joint costs
may just as well be absorbed by service considered to be of
lesser soecial importance. Providing a basic service below cost
may also serve as a loss leader for the carrier, indirectly
promoting growth in demand for related services.

The argument against cross—subsidization is simply that it
distorts resource allocation. It may lead to wasteful use of
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underpriced services, while the higher priced service may become
vulnerable to substitution, particularly as technology changes.

In view of the great increase in carriage that is going to cable,
and in view of the extent to ?hich cable is already regarded as "essential”
by its subscribers (Babe, p. 129), it seems incredible that there should be
continuing afguﬁént in favor of léaving the monopolistic mode of this
transmission medium in the same ownership as competitive content. The
pay-TV decision indicates that the CRTC is moving in the direction of

separation, but one wonders whether this and other policy decisions of

basic importance to Canadians should not be made by Government and

Parliament responsible to the people, rather than by‘a‘régulatory body. 1In
an interview at the CRTC I was told that giving the.government power of
direction over the CRTC would often mean just passing power from fegulators
to civil servants. That, however, points to another bfoblem, not to a

solution of any problem.

Iﬁ the meéntime, one policy stﬁdy has been looking at cable as a

base for a payments system and a taxation system.‘ The broadcasting

“strategy:papef which has been prepared in the policy sector of the

department was npt.available to this writer, but it was available to the

Toronto Globe and Mail and I am informed that the account given in the
edition of August 11, 1982, page B5, is accurate, thoﬁgh one of course
fears that it has not captured the full cogency of the departmental paper,

which it reports to be 70 pages long.

The strategy paper proposes 8 per cent tax on cable subscribers

to provide revenue for a Canadian Broadcast Program Development Fund (to be




administered by the Canadian film Development Corporation), plus a "charge"”
to cover the cost of a second CBC service in English and French -- the much
promoted CBC~2 ~- which would be delivered to cable by satellite. These
funds coold not, of course, be transferred directly to program production
and the CBC since constitutionally there can be no earmarked taxges. All
government revenues must go into the Consolidated Revenue Fund (Guide,

pp. 5,6); but Parliament can appropriate the equivalent of the amounts

raised to the purposes proposed.

Cable snbscription lists, and selective reception,‘can heip solve
the old problem of how to emnable people to pay, or force them to pay, for
' the‘hroa&casting they receive. In Britain and France;-the‘problem.was
approached by charging an annual licence fee to set owners. In France, for
instance, the buyer of a television set is registered for "le fisc" by the
salesman, and annual tax bills pursue set and owner, Such a system was
tried in Canada but dropped as impractical. It is costly to operate,
invites evasion, and is resented. Whether a cable subscription tax will
attract less disfanor remains to be seen; the DOC paper has helpfully

suggested acccording to the Globe and Mail, that “If the Government does

not want to tax subscrlbers d1rectly, cable operators could be taxed

perhaps by_raising licence fees to 1.5 per cent of revenue.”

The proposal in the DOC paper runs counter to the suggestion in
the Therrien report that only pay-TV, as a luxury service, should be taxed.

The committee held that a general tax on cable subscribers would be a tax
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on particular TV audiences for the benefit of all TV users and thus
discriminatory. A charge for CBC-2 as a standard cable service would run

counter to the view of the Therrien committee, and the dissenting

commissioners in the pay-TV decision of the CRTC (see chapter IV), that

pay—TV should be a discretionary, not a mandatory, service.

The complexion of the debate would.no doubt change were govern—
ment to decide on a policy, as it did for radio and television broad-
casting, of making cable as nearlyvuniversélly aQailable as possible. This
policy in broadcasting has already taken radio and TV through the CanCom
saﬁellite service to remote communities for local re-broadcast. But as
indicated eérlier, the extension of cable carriage and the improvemeht of
its capacity and capability into a national multifunctional system would be
a huge inveétment, though one could imagine it as a uséful énd peacefdl
substitute forkthe war production that helped lift the&counﬁry out of the

last depression.

Other questions arise about the possible extension of the present

cable system. Why go to the cable companies at all? Why not give

incentives to the telephohe companies to replace coppef wires with optic

fibre, thereby obviating the need for a parallel cable system with its
gimerack array of dropwires? Why go to eithef.cable or telephone companies
for much of the service? Why not go to direct broadcast satellites (DBS)?
Aﬁbprésént the CﬁTC-is staﬁding. on guard égainst superstations, or

American satellite "footprints" in Canada. But, granted that the CRIC
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can prevent’ Canadian stations from broadcasting direct to viewers via
satellite, fbotprints are bound to overlap Borders, as Cénadian’saﬁellitesf
footprints do in the northern U.S.; could the CRTC really prevent Canadians
from paying by subscription to unscramble DBS-TV from an American super-
~station? And if it couldn}t, could it then continue denying Canadians the

right to operate superstations?

Ail these questions are raised here rather'simpiistiéally, not to
suggest that they haven't been thought about —-- they have, long, aﬁd'déeply
and expertly ——- but rather to suggest that policy-makers are much further
away from,:espondingAto tﬁem than they should be, given'Canada's world lead
in transmission technology and systems, its lead in attacking the policy
' problems in the early Sevénties, now lost, and thefimpénding necessity to
“ make decisibns'for the usual reason —- the pfessure of the United States'

neighborly presence.

Instant World, in a discussion of whether satellite or cable

would prevail in interntional communications, made the observation:

" Telecommunications pianﬁers:usﬁaily'strive”fof variety'in the
types of facilities to be deployed, so that system—strength and
continuity of service may be ensured through diversity. Relative
costs obviously cannot be ignored but, within limits, some extra

cost can be justified if it helps to achieve the ideal total
system. ‘

Such an approach would argue against dealing anybody out in
considering the transmission—capacity options in the Canadian domestic
system. But it is inevitable that some will be dealt better hands than

others.
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Instant World also talked about the "impending possibility of

virtually instantaneous transfer of information in any form between all

parts of the country”. We have mentioned the "impending necessity" of

decision—-making., But if the "possibility” is now closer at hand, and in

part in hand, how imminent is the "necessity".

The Price Waterhouse report, as we have seen, tends to a cautious

approach. Here it is again (PW, p. 62), on the subject of transaction

systems:

Any system which involves the use of millions of customer—owned
terminals for ordering goods and authorizing payments must be
able to ensure a very high level of reliability and control. It
is partly because of this that we do not foresee rapid implemen—
tation of such systems. The government will have to play a role,
if only to ensure that the interests of the consumer are protec~
ted and because it is itself a major issuer of cheques. 1In
establishing its policy, the government should give due weight to
the economic development potential of such system.

The point to be made is that some aspects of telematics are more

‘imminent than’ others. But enough services requifihg<Br6adband transmis~

sion, or most appropriately delivered by broadband, are now availablé or
shortly will be that the "new architecture” of transmission systems is
needed now. But it must be "upwardly compatible” in order to accommodate

the add-ons and enhancements that will be coming later.

Transmission architecture and the Constitution

The principles that must guide the Govermment of Canada and Parliament as
architects of communication systems in Canada are giveﬁ new and broader

expression in the Constitution Act, 1982.
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‘The relevance of fundamental freedoms enumerated in the Canadian
Charter of Rights and Freedoms to the responsibilities of the Department of

Communications has already been outlined in chapter III.

Various aspects 6f transmission architecture are relevant to
Canadians' ability to realize the Democratic Rights enumerated in the
Charter, such as the right to vote for membeis of Ehé House of Commons and
see that the Commons (whose rules are part of the Constitution) is

performing in accofdénce with the Constitution.

“Adequate transmission systems, and their extensions, also

sub—tend'the'ability of Canadians to exercise theilr mobility rights and

‘other government policies intended to make‘thOSe rights'a reality.

In the case of all rights —— democratic, mobility, legal,
equélity; and linguistic —— government bears some feSpdnsibility to make
sure'thrbugh its communications syétems that citizens have the abiiity to
ascertain what their rights are., Affirmative action programs for

"disadvantaged individuals or groups" may particularly require that

information be readily available to the people in question.

Cépacity to recognize the constitutipnal-law'that “English and
French are the official languages of Canada” has to be built into communi-
cations services. In many ways, including/the ability of provinces to

fulfill minority-language education responsibilities, the architecture of

v
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national transmission systems can be a.vital element in serving Canadian
duality, as well as the multicultural make—up of both linguistic
communities. The Charter also recognizes aboriginal rights, which

underlines the desirability of communication services to meet their needs,

~as recognized by the DOC and the CRTC in recent years.

Section 20 of the Charter states:

(1) Any member of the public in Canada has the right to
communicate with, and to receive available services from, any
head or central office of an institution of the Parliament or
government of Canada in English or French, and has the same right
with respect to any other office of any such institution where

(a) there is a significant demand for communications with and
services from that office in such language; or

(b). due to the nature of the office, it is reasonable that

communications with and services from that office be
available in both English and French.

ftgpmmunication architepture is also central to the commitments set
qulianart’I;I of the Constitution Act, 1982, dea}ingnwith Equalization
and Regional Disparities. _Unde;,phis.section‘(36),.9ttawa and.the )
Prpvinqeg:are cégmitted_to:v
(a) promoting equal opportunities for the weli—Being‘bf all
Canadians;

:(b) .furthering economic development to reduce disparity in
o “opportunities; and ’ N

(o) providing essential public services of reaéonabie'quality
to all Canadians.

So basic to the well-being and economic development of Canadian
society are the transformations being worked in the carrying capacity and

capability of communication systems that efficient, multifunctional
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transmission networks must surely be considered "essential public services"
for "all Canadians", whether they are provided by the public or private

sectors, or a combination of the two.

The Canadian Constitution, then, through many of its provisions
underpins that “"right to communicate" that was set out by the Telecom-

mission in 1971 (Instant, p. 3):

(T)he realization of a 'right to communicate' is a desirable
objective for a democratic soclety, so that each individual may
know he is entitled to be informed and to be heard, regardless of
where he may live or work or travel in his own country. The
people of Canada -— as a body and as individuals ~- are therefore
entitled to demand access to efficient telecommunications
services on a non~discriminatory basis and at a reasonable

price, ' ' o . o

Carriage capacity and socio—economic‘poliéy

The degree and kind of govermment intervention required ‘to fulfill consti-
tutional obligations may well become a subject of mdre'vigorous debate in
the future than it has been in the past owling to the pervasiveness and
pransformative character of new communications technology._ The thrust of
earlier chapters on cultural policy and broadcasting was that go&ernment
and régulatqry practices in the realm of content may be more intrusive than
"is justified by the constitutional'and'teéhnological'enﬁironment. In this
~chapter we are considering the means of communication and their capacity to

make Canadian content available, whatever that content may be.

4
. '
\
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Western European countries have greater government intervention

in communications carriage than Canada owlng to state ownership of posts,
telegraphs, and telecommunications., But Canada is more interventionist
than the United States in communications, as it is in a number of other

socio—-economic spheres.

The major gap which studies have identified in Canadian
communications policy is the absence of regulation of natipnal telephone
rates, owing to the division of authority between the CRTC -— with its
control over Bell Canada in Ontario and Québec, and B.C. Telephone in
British Columbia, to mention the main ones -- and the various provincial
regulatory authorities in other provinces. National rates are "brokered™
by the Trans-Canada Telephone System, an association of all the carriers,
and the regulatory authorities. The TCTS also controls traffic with the
United States, while traffic with the rest of the woria is handled by a

crown corporation, Teleglobe Canada. The Clyne committee said .

(Telecommunications, p. 28):

In our view the high level of long-distance telephone rates, an
outgrowth of the uncoordinated regulatory process in the
industry, is a barrier to national communications and under=-
standing. We recommend that the governments and agencies
involved cooperate to create a mechanism which will review long
distance rates and determine. that they. reflect national as well
as regional interests. o '
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The Telecommission heard many suggestions a decade ago that the
telephone, like the mails, should provide flat-rate service in each
category of service to all Canadians. Given the increased variety of
carriage on the telephone system, including "electronic mail”, and the
social and economic benefifs flat rates would give Canadians as members of
one national community, both within Canada and in relation to other
countries, this issue would appear to be more pressihg today than it was

then.

The Government Telecommunications Agency, in discussing the
Bell Canada Envoy 100 and CNCP Infotex electroﬁic mail systems, noted
(Annual Review 80-81, p. 37) that connect time would be free of charge and
a given message could be sent anywhere in the country for the same price —-
"a significant departure from pricing practices. for telex/TWX and tele-
phone”. Now that voice and data afe being combined in some systems ——
Displayphone —— the technological distinction between "letters” and “tele-

phone calls” is blurred and this forces a new look at rate structures.

While the government withdrew from the impossible position of
trying to extend the Post Office monopoly over physical mail to electronic
mail, the Post Office, or any new postal corporation the government may
want to create, remains an instrument the federal govermment can use, with

full confidence in its jurisdictional competence, to facilitate any policy

it may develop regarding electronic mail.
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The Price Waterhouse report discusses the possibilities of the

Post Office's either sticking to the physical mail business or extending

its services into electronic mail (PW, p. 63), and says:

A more aggressive strategy would be for Canada Post to attempt to
enter the field of "electronic mail". However, the fact that
electronic funds transfer is likely to be one of the principal
applications means that Canada Post would face opposition from
the banks and other financial institutions. It would also face a
major task in developing its own competence to develop and
operate electronic systems., Entry into new fields is unlikely to
be successful at least until Canada Post can improve the
reputation of its basic service.

This passage raises questions of operational, rather than consti-
tutional, competence. Nor is the govermment limited to using the present
Post office'organizatioh. Without expressing an opinion on the issue one

way or the other, it may be observed that the government can hardly accept

'as-a matter of principle that any'task to which it Eetexthe hand of a crown

cerporation is doomed to be performed incompeteﬁtly.

Any national approach to the rate-setting issue will involve the
issue of subsidization discussed earlier, either cross—-subsidization within
sYétemé, or eubeidizatien of systems by the taxpayere, or both, as in the

case of the:present-Post Office.

The increasing dependence of economic deveiopmeﬁt on information

‘and communications technology has been stressed in all the studies made by

and for the DOC, bringing the department strongly into the realm of
industrial policy. Canada's drastilc trade deficit in the communications
sector, discussed in chapter II on telematics, has been seen as a measure

of the country's backwardness in the information age, as an explanation
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" or partilal’explanation of its poor productivity showing in the OECD studies
of recent years, and as an explanation of the countrys' failure to meet the

high social and economic aims enshrined in the Comstitution Act of 1982.

Industrial polic& combines strategies for innovation and growth,
structural issues relating to competition and concentration, industrial
rélations, and human—-resource issues relating to radically changing employ-
ment'opportunities, re~training, education, person-machine interface, and
in general the participation of people in industrial policy-making that is

vitally affecting theilr working and leisure lives.

The Department of Communications was seen by the von Baeyer task
force as being at the core of all these questions, as being a focal point
for planning and coordinating policy, though other departments might be the

natural ones to take the lead in different aspects of policy.

Transﬁission, and its extension into telematics, is the core of
the Department of Communications, the focal point or nexus for considering
the extent, capacity, capability, and mnetworking of all thosé burgeoning
techniques of communicating. But it would appear that the focal-point
concept has been little more adhered to in the department than in the
government as a whole. The line sectors of the department —- researéh,
spéctrum, space —— each have their planners and their specialties. Often
"the other department of communications”, the CRTC, has its own experts

working independently in the same areas.

. . .
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In interviews in the Arts and Culture sector, the Space sector,
and the CRTC, for example, I ran into sharp criticisms that each paid no

attention to the others in the design of communications satellites and the !

licensing of satellite services.

In the private sector, one executive who has had close relations
with government for m;ny years, said, "I have the impression that
industrial policy never géts up to the top. It's hgndled by people, often
very capable peop}e, down in the sectors, but you run into conflicts
between the policies being followed by different actors. That is not only
true within the DOC, it applies to the government as a whole. Different
departments appear to be pursuing initiatives that may be in conflict with

one another —— one 1s trying to help you, the other to constrain you."

What the government giveth, the government also taketh away. It
is a familiar story and not one which is likely to have a happy ending,
ever, But within that perception of reality it would appear that a more

judicious and coordinated selection of what is to be given, what taken

away, would produce a less negative —— more positive? —-— equilibrium than

exlsts today. One of the essentials, as suggested in an earlier chapter,

is to get culture and communications out of one another's hair and, if the

IN

department is to be a department of communications and culture, to regard

communication as one core, culture as another, inter—connected where

appropriate, as through an "electronics and humanities" branch, but not
"integrated" at-all levels of policy planning and coordination. In the
communications core, a focus on transmission and its informatics hardware
and software extensions into telematics —-‘but never into control of

content —— would help to suggest an order of priorities for the department.
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MEDIATIVE PLANNING

Down, Up, Crossways, and Outward-Looking

Policy-making and attendanf'planning in government are top—~down, bottom-up,

horizontal, and outward-looking.

Policy and‘planning are top-down because the political system
requires a government responsible to parliament to set policy and guide
administration. The process is bottom—up because the public administration
is an information machine required tq keep government aware of the problems
and opportunities needing attention, and to provide government with its
best assessment of options for deéling with them. The process is horizon-
tal because the various streams of governmental policies and activities are
complementary and interdependent. The process is outward—looking because

the sole purpose of government is to serve people and society.

It follows from this description that any government apparatus,

~ like any complex communications network, needs a number of mediation

ceﬁtres or focal points to see that the various parts of the system and the
various streams of policy and élanning afe relating properly with one
another and doing their intended job for the public. Unless mediative
planning accompanies executive, or action, planning the system risks either
blowing up from resistant heaﬁ or running down to a point where under-

capacity use will accommodate its faults.




—

Many of the acerbic comments made about the Department of
Communications in interviews for this report, by people both inside and
outside the DOC, bore out the view repeatedly expressed by the Communica-
tions Research Advisory Board that departmental planning lacked the elenent
that we have here called mediative planning. Within the system, the burden
of this shortcoming tends to fall on middle management, caught between what
French-called the "technocratic hubris" of their superiors and the
"work—to—job—description" proclivities of those they are supposed to
manage. Here is the way one middle- manager in the DOC put it:

The>Department is so wrapped up in projects that it's almost

paralyzed in trying to see what it should be planning for. The

lower levels are left with starting the planning exercise. But
they do not get a clear idea from senior management of what it
wants. Nothing goes down through the department reflecting what

the Cabinet tells the Minister or the Deputy Minister we should
emphasize. We're making it up as we go along.

Mediative planning should Be able to describe the activities and
policies of the department in relation to general government policy, —
complementary policies of other departments, and the trends, issues, and
needs of society to which the éctivities and policies are intended to
respond. It should be able to use this description for evaluation and
forecasting in order to support "“strategic planning"”, which involves the
incorporation of mediative planning into the decision-making process.
Meqiative planning requires a certain detachment which, in itself, preclu-
des the mediative planner from becoming too .involved in the decision-making
process he is required to serve. Mediative planning has to be seen as

"non-threatening” and "user—friendly".
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Conceptually, mediative planning can be regarded as part of the
cost of "pluralistic” coordination mentioned at the end of the following

discussion of the "distinction between amalgamated and pluralistic systems

of coordination and decision" by Karl W. Deutsh (Deutsch et al., p. 65):

Each such system, to have at least limited autonomy by itself,
must have its own intake channels, its own memory storage
facilities, its own decision area, its own output effectors, and
its own external feedback circuits through information about the
results of its past output that are returned to its subsequent
input and thus may modify the system's further action.

Pluralistic  systems, then, are those in which two or more sub-
systems, each of them autonomous in the sense thus described, are
so linked together that some output signals from one enter as
part of the input signals into the other, but where the memories,
decision areas, and main feedback circuits of the sub-systems —-
and thus their main decision-making facilities -- remain
distinct. This usually will require a series of autonomous
decisions in both sub-systems in order to maintain coordination
between them.

In the case of amalgamation, in contrast, some or all of the
chief memory facilities, decision areas, and feedback circuits of
the formerly autonomous sub-systems have become merged. A
decision produced by these major merged facilities wmost often i1s
then automatically a decision for the rudimentary sub-system,
which may still have retained some minor or. subsidiary autonomous
functions. Such an overriding, or even directly effective,
decision on the level of the higher system no longer requires any
major decision on the sub-system level, except at most in regard
to matters of implementation,

Neither amalgamation nor pluralistic coordination may thus be
cheap, In the case of amalgamation, the costs of coordination
will have to be borne largely by the cost of creating and main-—
.taining new, merged decision-making facilities. 1In the case of
pluralism, the coordination will have to be met by the cost of
retaining and, in fact, increasing the communicating and
decision-making capabilities of the original compomnents.
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Whether gystems in government are regarded as "amalgamated” or
ﬁpluralistic" will depend to some extent on the level or angle from which

they are viewed. But in the Canadian way of doing things, it is difficult

to think of systems that iean toward amalgamation rather than pluralism.

In connection with the Doc; it has been suggested that Deutsch's pluralis-
tic model should apply pretty fully to the association of a communication
core and a culture core in the same department. Within théée cores varying
degrees of sub-system autonomy are needed to enable organizations to ful-
fill their functions and collaborate “horizontally" with related functional
organizations both inside and outside the DOC. It is an important function
of mediative planning to understand and describe these relationship, and to
have the same understanding of them as the decision-makers and clients who

are concerned with them.,

At present the DOC is regarded, not so much as a pluralistic
system, but as a non—coherent system. One business executive who has been

a close obgserver of the department said:

There is no hope for the DOC doing transmission policy or any
other policy role as a little bunch of fiefdoms worried about
their budgets. And if you're going to let the CRTC do policy, I
don't see why you need the DOC, But, in fact, there are
" functions in communications that only government can perform and
I don't see DOC performing them. T don't believe in all of its
existence the DOC has actually created a policy of any kind,
compared to what the CRTC has done.

Work Plan (1): Wordplay

The notion behind this preparatory report for the Special Planning Advisor
was that it might serve as the beginnings of a Work Plan for this fourth

attempt to build comprehensive planning‘into the operation of the DOC, the
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previous attempts having been the initial planﬁing exercise, the focal
point apparatus, and the planning secretariat, all of which we saw biting
the dust in chapter 1. If we think of the concoction of this report as
having Been something of a mediative exercise in itself, we could use it to
try to bring together some‘of the programs, policies, and strategic
thinking already going on in the Department with the various critiques we
have heard and the “"trends and issues" in communications. Let us start

. with a word-association summary. THe buzz-words of communication in recent
times have been: instant, pervasive, erosive, blurring, integrative,

- centralizing, interactive, dispersive, fragmenting, decentralizing, trans-

formative, and global.

The first word, "instant", gives the unfortunate impression that:
electronic transmission is moving faster than it used to and can produce a
new information world -- just add boiling waterland stir -- quickly. It is
of course the volume and variety in which information can be recorded,
stored, and transmitted at the same old "instant" speed of light that ié
important. Perhaps the Telecommission should have foresworn the catchy

title, Instant World. and settled for ome of the more prosaic titles that

was suggested (Gotlieb and Gwyn, p. 96), Connect; Inter—Connect;

Dis-connect. For there are no instant information—people for the

information society. The new meaning of being "well-informed"” will take

some time to work out.

The "pervasiveness" of new communications and information techno-

2

logy is already apparent in working life, education and some aspects of

V. -
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entertainment. But pervasiveness in general. domestic life.is still to
come, People have long had a sense of the pervasiveness of mass communica-

tions and may be less amazed, more demanding, about new communication

techniques than many df its progenitors thought.

The new communications are thought of as being "erosive" because
they wear down the edges of definition, giving o0ld words new meaning or
depriving them of some of their meaning. This is critical for Parliament
and government, because law and regulation depend on definition. As such
statutes as the Broadcasting Act are robbed of sense by onrushing techno-
logy, so power passes from Parliament to those entitled by commission or
omission to put what interpretation upon it they please., Statutes of broad
intent, such as the Act respecting the Department of Communications, wear
better than statutes of rather detailed prescription, such as the proposed
Act respecting telecommunications in Canada, of L978, which already has a
dated look about it. The emerging solution appears. to be that not only

legislation, but regulation as well, must become in certain policy areas

~subject to parliamentary approval, perhaps with considerable delegation to

parliamentary committees. In that way, Parliament can pass legislation of
broad intent but not lose control of important policy-making power to be

wielded by order—in-council or regulatory bodies.

The "blurring” of distinctions between the services offered by

different communication techniques, most strikingly illustrated by the fact
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that print i1s becoming an electronic mass medium, contributgs to "erosion”.
~ For example, centuries went into the battle for a "free press”, mééqing no
censorship prior to publication and no infringement of publication excepf
under generally applicable laws governing all citizens, such as the various
forms of libel. But in paésing from paper to screen, print -- if it is
"broadcast" —-— apparently falls under CRTC control over new services.

Press freedom as it is understood in Canada has already been restricted by

a CRTC decision.banning_a print real-estate listing service (it is regarded

as "advertising", as of course it is) from a series of screenprint éerviceé
approved for cable distribution. It is not yet clear whether broédcast
print will also fall under regulatory authority as "programming"” or whether
it will continue to be regarded by the CRTC as a "non-programming” service.
If it is considered to be "programming”, it comes undeandditional
Broadcast Act guidelines for CRTC supefvision and régulation,'no small
matter now that a "print CBC" is appearing experimentally in the form of a

teletext service,’

The new communications are called "integrative" because of their
‘tendency to make people and organizations more interdependent once they are

plugged in. The extent of the interdependence is often emphasized by use

of the word synergism, borrowed from biology and meaning “"combined action
or operation (as of muscles)"” (Webster). Like any organic or technological
analogy applied to social systems, synergy can rather easily lead to
totalitarian concepts and should ﬁake us beware of, for example, equating
culture and communication with communication technology. One can alway§

~ think of plenty. of things, people, and organizations with which one would

just as soon mot be synergistic.




- 150 -

The integrative possibilities of the new technology make many
fear that it could support "centralizing" tendencies, if not the ultimate
synergy. The local becomes more dependent on the regional, the regional on
.the national, and, in Canada's case, the national on United States sources
of services and equipment and software. Canada's internal and external

vulnerabilities are exacerbated,

The increasing "interactive" potential of . telematics, analogous
to today's telephone but contrasting with broadcast or.circulated media
such as radio or television programming and newspaper .or magazine
journalism, would appear to reduce any centralizing "bias" inherent in new
communications technology so long as authorities do not use it in a.
centralizing way. That is, the "interactivity" can be horizontal, or

bottom-up, just as well as top-~down. .

The steadily increasing power, capacity, and cheapness of the

microcomputer contributes to the "dispersive" capabilities of the new

technology, reducing fears of dependency on computer utilities that would

have to be publicly owned on the grounds of protecting citizens from main-
frame mis-use. Stand-alone capacity can foster.autonomy, and periods of

“dis—connect".

The anti—integrat;ve possibilities of the new communications are
also represented by "fragmentation"”, as in the fragmenting of television
audiences and_the decline of the relative importance of the big networks
owlng to the multiplicat:‘_Lon of channels and the arrival of new kinds of

services, To some extent the CRIC has served as a brake on this movement



owing to its concern with protecting the revenue base of licencees. It has

also shown concern that "diversity of source" be gengine rather than
represent different product lines of concentrated enterprise. A third
concerﬁ is that in new "fragmented" services, as in old network services,
U.S. producers will regard'Canada as an incremental, rather than a cost-
recovery, market, in effect dumping cultural product and putting Canadian
enterprise at a competitive disadvantage. This challenge has led to
consideration of a broader range of services that could be offered by the
Canadian Broadcasting Corporation, or a broader range of publicly—owned
arm's length enterprises to provide services, or fiscal and regularory
measures to assure a place for Canadian content and a chance for it to

grow, or all three.

Depending on policies pursued in the public and private sectors,
the new communications may thus be "decentralizing". Within Canada, the
old sense that electronic communications programming or services that were

not under the auspices of federal regulation would somehow be &estructive

of Canadian cohesion has given way, to some extent, to a sense that variety

of sources and inputs —— a country of mutually supportive complementa-

rities —— is more conducive to the strength of the national community. But

embedded in that idea, and in the Constitution, is the sense that Canadian
pluralism and decentralization must nevertheless be part of a coherent
structure which enables the parts of the country to share one another's
strengths and partake of the strengths of the whole. This report has
suggested that federal planning, intervention, and regulatory authority in
national transmission networks are, paradoxically, not strong eﬁOugh to

assure the benefits of decentralization, pluralism, and complementarity.

~

)
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Whether new means of communication are.centralizing or decentral-
izing, integrative or fragmenting, or produce each of these effects in
different ways, no one could deny that they are to some extent "trans-
formative". They are working transformations in the way information is
gathered, stored, and distfibuted, and in the way govermments, schools,

business offices, newspapers and a host of other activities are operated.

The radicalness of the transformation in social and individual
behavior to be expected from the spread of telematics and informatics may
have been exaggerated, however, by writers who have not paid enough

attention to the considerable transformation already wrought by the age of

mass media and telephone communication. At the extreme, as in

Alvin Toffler's The Third Wave, they predict a transformation of global

civilization between their youth and old age. Inevitably .this kind of
"globaloney" —— to borrow Clare Boothe Luce's term —- 1s part of the
environment that has to be taken into account in mediative planning. But
one must resist the hyperbole of viewing the DOC as “shepherding the
nation and its people into the information age, preparing and guiding the
country into a newiworld already forming"” (Annual Information Plan 1982/83,

pP. 1). As shepherd, the DOC may have trouble rounding up sheep.

Work Plan (2): Communication

From the rather general considerations of the preceding section we will
move to a possible order of priorities for the attention of mediative

planning, first on the communication side, then on the cultural.
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1: Industrial policy. In view of the state of the economy and

the state of the DOC, industrial policy appears to be the obvious first
concern, The government's optimistic resource-based projection of economic
debelopment, issued in 1981, has turned out, as economic projections often
do, to be wrong, and itS'rélegation of high-tech to third priority to be
highly questionable. Indications are that the government today intends to
press an employment policy made possible by restraining inflation; inevita-
bly the telematics and other high—tech sectors will have higher priority
than they did last time around, if only because of the fizzling of some of

the resource megaprojects.

The DOC has a wealth of competence and expertise to bring to bear
on the shaping of job—producing, job~enhancing, industry—stimulating
poliéies. ‘In the two broad areas of transmission structure and capability,
and of "downstream” telematics applications in hardware and software,
identified as priority concerns by the von Baeyer’ﬁésk force a decade ago,
the department should be able to identify promising policy lines with much
greater precision. A number of studies have been ¢ommissioned, some still
under way, to improée the statistical database,:create a framework for
economic development policy, provide information on transborder data flows,

and assess the future of direct broadcast satellites.

' The Other'pfiorities listed below all relate to industrial

ﬁolicy.
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2. Canada-United States. It should be recognized in planning

that when Canada thinks internationally it has to think particularly of the

Canada-U.S, community, which is de facto a closer—knit economic =-- and

communications -~- community than the European Economic Community, though

ﬁithout benefit of formal folitical institutions. Whether the absence of
such institutions contributes to Canadian autonomy or to Canada's gradual
absorption is another question, outside the scope of this study. But as

all the studies.on Canadian communications make clear, there is a special
communications relationship between Canada and the United States which is
not shared by either of those two countries with any other country. This

relationship should be handled in such a way as to help Canada obtain

. overseas markets; but there is no doubt that when studies speak of the

essentiality of Canada's reaching "global” markets, owing to the smallness

of its own, what they are mainly talking about is the United States market.

3. French-English. Studies for and by the Department of

Communications, as well as DOC policy papers, fail on the whole to“.
distinguish between the particular attributes and problems pertaining to
the_industria@ base and market peculiar to the French community on the one
hénd_an@ the English on the other. The geography and demographics of the
two communites are differvent and some differentials in policy treatment may
be appropriate. It is more divisive to sweeﬁ differences under the rug and
aspire_to,homqgeneous national policies than it is to ;ecognize differences
and accommodate them., It is notable that Québec is embarking on a planning
exercise designed to produce a microelectronics and commurications policy

by the fall of 1983 (Le Devoir, 11 September 1982, p. 16).



- 155 -

4;'Telematics. In devoting an inordinate share of limited
resources to the Telidon videotex project, the DOC has cannibalized its o&n
research sector, disobliged a large segment of its natural constituency,
and given the department a skewed view of priorities in industrial policy.
On the other hand, the program has glven Canada a world position in
videotex, fostered an international competitive view, focused attention on
the way in which telematics will be of greatest eventual import to the
general public, and stimulated a good deal of industrial activity through
technology transfer, support of trials, industrial aid, and market

promotion,

The Telidon program, the Office Communication Systems Program,
and the operation of the Government Telecommunications Agency raise in an

acute way questions relating to the role, mandate, and mission of the DOC.

In order to carry out its natural role as focal point for the
public interest in communications, the department benefits greatly from its
operational roles in research and. development, spectrum management, the
management and advisory function in all government telecommunications, and

the communications satellite program. The DOC is a department of expertise

and this expertise gives weight to its policy-making role, which is largely

a standard-setting role. The DOC has the kind of capability needed to deal
expertly with the kinds of problems raised in the previous section in |
‘connectidn with words like instant, pervasive, blurring, integrative,
centralizing, interactive, dispersive, fragmenting, decentralizing,

:

transformative, global.

-,
3
3




But if the DOC ties itself too closelyvto particular projects and
systems, by becoming the responsible director of their industrial develop—
ment and promotion, it risks losing credibility and capacity as a balanced
focal point. It will be seen as playing favorites and doing jobs for which
neither its mandate nor ité capabilities suit it. Mediative planning
should be part of a review of the departmental role in telematics and
industrial policy.

5. Ergonomics. Much debate occurs over the issue that the DOC is
"technology driven" when it should be "market driven”. But neither techno—
logy nor market afe actual or desirable "invisible hands" to be driving the
DoC. Who.an& what drives technology? Who and what drives the market? If

the market.were'really regarded as a benign automaton, there would be no

. combines. branch, no consumer and corporate affairs department, no pooling

of resources, and so on. In the mixed economy, as Professor Meisel
observed, votes as well as dollars count in fegistering preferences. And
in the technological economy, the expert can often brandish supposed tech-:

nological imperatives which are actually personal preferences and relate

neither to consumer preferences nor voter preferences. The job of

ergonomics is to relate the machine to the potential user. The impression
is left from interviews inside and outside the DOC that social and
behavioral research, the crucial business of relating technology to user
needs, has been. strained for resources and too narrowly focused on the
Telidon project. In the industrial 'drive for jobs, productivity, and
renewed economic growth, ergonomics will supply the social balance wheel to
see that people are not locked into closed systems or stuck with inadequate

equipment and software that neglects the human factor.




Work Plan (3): Culture

It is perhaps idle to suggest priorities for mediative planning relating to

the cultural sector without having the benefit of the major planning
exercise that has been carried out in this area. However, I will summarize

some points made in this report.

l. Form. The conceptual and organizational basis for associa-
ting culture and communications in the same departmenf need to be reworked.

They are at present based on a "unified field" theory that is untenable.

2. In culture, as in communication, it may well be that the
planning priority should be on the commercial side. Again, we have to see
what Applebaum~Hé&bert has to say; but the structure for aiding the creative
arts, with its distinct service agencies at arm's length from government,
is not something one wouid want to rédesign lightly. It is the commercial
base of popular culture that is in greatést need of attention. 1In
particular, the failure of Canada to protect and develop a commercial film
industry, and its seeming inability to prevent most of the domestic book
publishing industry from going down the drain, are urgent métters if
Canadians really want a "place to stand and a pIace to grow", to borrow the

words of the Ontario song.

In considering cultural “industrial policy”, it may be just as
important to take into account Canada-U.S. relations, and more important to

take into account French-English relations. Buf many of the criteria are
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APPENDIX I

Criteria for a work program for policy analysis

(From Branching Out: Report of the Canadian Computer/Communlcatlons Task Force
Volume 1; May, 1972; page 26.)

1. Establishing effective Canadian problem-solving and decision—making
capacity, by (i) optimizing data-processing power and access to data wherever
stored, and (ii) fostering improvements in data collectlon, processing dissemi-
nation, and utilization.

2, Protection of national sovereignty, by (i) maintaining control over data
essential to Canada, and by (ii) fostering the growth of Canadian—-owned
and/or controlled firms, and the growth of Canadian skills in the computer/
communications field.

3. Protection of Canadians from unwarranted intrustions into the life of the
individual by the computer.

4. Promotion of regional development by (i) ensuring the availability of data
to all areas of Canada at costs which are not prohibitive, and (ii) providing
opportunities for special computer/communications facilities in the
less—developed areas of Canada.

5. Rationalization of system structure and design, by (i) avoiding excessive
systems cost and unnecessary duplication of facilities, and (ii) avoiding

. unnecessary obsolescence of useful equipment and unreasonable demands on

organizations with obligations of a higher national priority.

6. Utilization of private initiative and resource allocation processes, by
(i) fostering a competltive environment and (ii) maintaining or introducing
restrictions against unfair competition.

7. Rationalization of the role of government by (i) ensuring that administra-
tive or legislative policy-making is coherent and practical, (ii) ensuring that
no major policy changes are implemented without due process, and (iii) ensuring
that adequate jurisdiction and capability resides in the agencies or institu—
tions charged with implementing government policy.

8. Optimization of national resource allocation by govermment, so as to ensure
that resources applied to computer/communications are not misallocated to

sectors that are low in social priority.

9. Ensuring acceptance of computer/communications technology by interest groups
and Canadian society by (i) avoiding censorship of ideas, and (ii) providing for
adequate participation in the decision-making process by the groups affected.

10. Promotion of international co—operation in computer/communications by

(1) facilitating international technical compatibility, (ii) participating in
international councils, attending international forums, and exchanging informa-
tion, and (iii) providing Canadian skills and resources to developing countries

when requested,



APPENDIX IT

Policy issues in communications

-/ \- - -

(From Toward a Policy Framework for the Economic Development of the Communica-—

tions/information Sector, by Pfice Waterhouse Assoclates, Nov. 30, 1981;

Some’ Recurring Themes

In the preceding chapters, we set out the issues which we see on a subsector by
sub-sector basis. However, there are five themes whose importance crosses

sector boundaries. These are discussed below.

l. Rationalization/competition

We do not see any single answer as to the degree of concentration which is
appropriate in this sector. There are parts of the sector where international

trade i1s a major factor, such as telecommunications equipment, EDP and other

office automation equipment, program production and book publishing. In these

industries, imports will always provide é choice for consumers, and one would

therefore incline to a policy of rationalization to create a few Canadian-based
companies which have the scale and the financial strength to invest in research

and development, to sell aggressively on a world scale and to produce

efficiently.

-

-
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obviously different from those to be applied in industrial pdlicy relating
to communication facilities. We can't think of cultural trade-offs in the
same way as industrial trade—offs. We can't think of French Canada and
English Canada as each having the same cultural relationship with other
countries, the United Statés, France, and Britain, in particular. We have
to think of Québec as having a mofe embracing cultural policy role toward
French Canadian cultufe than any one province has toﬁard English Canadian
culture. Competition policy in relation to cultural enterprises goes
beyond competition policy in relation to other enterprises since it must
take into account the criteria of freedom of expression and the desirabi-

lity of a diversity of sources of information and opinion.

3f Regulation. The pips have been squeaking for some time in
the regulatory process, In relation to the potentialﬁgf new communications
technology, the CRTC seems to be rather in the position of the man who, at
the beginning of the automobile age, was requiped,to‘go ahead of the

machine at night, bearing a lamp, to warn of its coming.

As already observed, in the present flux and secrecy of
government cultural-policy planning, it seems bootless to fire more
crackers into the thunderstorm. One can but hope that mediative planning

advice may serve to keep damages to a minimum.
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The Non—-planning Planner

In one of ité most helpful observations, the Ide-MacLean report said
(Ide=Maclean, p. 9): "Planning is not a formal discipline with accepted

standards.”

In final form a plan is a decision, and in that;seﬁse planners

don't plan, decision-makers do; the planners assist the decision-makers.

The idea of having a Special Planning Adviser and mediative
plannihg in the DOC is to make sure the executive planning process responds
to as nearly correct a general account as possible of the elements with
which planning has to deal. If we substitute the Department of Communica-
tions and its policies, prdgrams and activities for the'universe, an
adaptation of C.E.M. Joad's definition of philosophy appears to be pretty
much what the DOC has in mind for mediative planning (Joad, p. 17):

Philosophy is, I think, most appropriately to be conceived as a

clearing house to which the results of all other human inquiries

are brought and in which the records of all forms of human
experience -are sifted, assessed and evaluated.

" The idea of the DOC's having a philosophy may seem a bit far-

fetched, but, toute proportion gardée, that seems to be the nub of it.

o
1




Smaller companies may tend to be more creative, either technically or artisti-

cally, and may be able to succeed for a time in a particular market nighe. To
prosper in the long term, however, they will generally have to either grow and
broaden their product line, or‘be bought up by larger firms. They are also

likely to require more intensive step-by-step support from government, rather

than being able to "take the ball and run with it".

One alternative is simply to leave rationalization to the market place, subject
perhaps to limitations on foreign takeovers. To the extend that the government
provides any form of selective assistance to the sector, however, it will have »
to decide who is to receive it. To say that decisions will be made on a

case-by-case basis is to ignore the need for some general principles which can

be referred to in making those decisions.

There are other parts”of the sector where trade is much less of a factor,
particularly in carriage. 1In fhesé industries, the general principle would seem
to be to encourage greater competition to énsure that customer needs are met
effectively and at minimum cost.. However, the application of such a philosophy
is complicated because a single network may be far more economical in certain
contexts, and because of existing practices such as cross-subsidization. More-
over, new services such as videotex involve major requirements for content,

equipment and software, so that trade considerations do have some relevance.



2. Picking winners

In any situation where broad stimulative measures seem likely to be either
insufficient or overly costly,.discussion of economic development policy
inevitably comes back to the need for government to select a limited number of
"winners”, be-they products, product lines or firms, on which it will
concentrate its support. There is also a tendency to feel fhat, in new product
lines which appear to have natural monopoly characteristics, . an impartial
arbiter such as the government should step in to avoid wasteful jockeying for
the market and to ensure that a potentially lucrative new industry does not

"fall into the wrong hands”.

However, picking winners in this sector is extremely difficult. There is a
great deal of uncertainty about the technological feasibility, long~term cost
and market acceptance of new products, despite the aura of certainty which their
promoters may project. Selection of content with market appeal is far from easy
either. A partial answer is that go&ernment should not commit too large a
proportion of its resources to any one project; and'should'review its commit~ -

ments periodically..

There is also a very real danger that, despite good intentions, the choices made

by govermment will be influenced:

» more by technological glamour than real market prospects;

«» more by perceived social and cultural benefits and problems than
commercial feasibility; and




+ more by politically influential vested interests, or newcomers with
a politically attractive story, than by the needs of the economy.

Policy makers must be constantly on guard against these risks.

Governments are also faced with the political and ethical problem that in

" picking winners they may be conferring an undue benefit on certain firms or

individuals. However, this is more a matter of structuring arrangements so that

the govermment shares in the rewards as well as the risks.

One possible approgch is to fund research and development efforts on a fairly
broad basis, provided that the product is reasonably credible, but to restrict
assistance in marketing and production start-up to firms which have a track
record of commercial success or can demonstrate their ability to attract capital

from other sources as well.

3. . Multinationals/Canadian firms

The question of whether to rely on multinationals or on Canadian-based firms for
the development of the sector is also difficult. The track record of multi-

nationals in the sector is not encouraging. In most of the equipment sub-sector

and in content, their Canadian operations have been oriented more to distribu-
tion than production, let alomne development. IBM is one of the few companies to
have respected the "rationalization" policy of the Department of Industry, Trade

and Commerce, but even-it has done so by manufacturing reiatively low technology

products such as typewriters in Canada to offset imports of mainframe computers.



On the other hand, there would be significant advantages if the Canadian

subsidiaries of multinational corporations were able to obtain genuine world

product mandates covering research and development, as well as manufacturing for
specific high technology produéts or product lines in Canada., We could then
benefit from the multinational's reputation, worldwide marketing network,
financial strength and its research and development in related areas. The
question is whether it is realistic to expect full responsibility for new
product lines éritical to a firm's future to be delegated to the Canadian

subsidiary? Moreover, can we rely upon such delegation to continue?

We should élso be realigtic enough to see that Canadian—~based firms which
succeed in export-oriented industries are likely to establish substantial
facilities outside the country, becoming multinationals themselves. This may be
in response to advantages either in marketing or costs of production and distri-
bution. Canada can hope for continuing economic benefits from head office and
development activities, but it cannot expect that the full process will remain

here.

Despité these considerations, the geneial rule should be to focus support on
Canadian—-based companies and to maintain Canadian control over emerging firms.
This approach provides greater assurance that technology developed in Canada
will be applied to manufacture products here. In content production, it
provides greater assurance that efforts will be made to develop and market
content of Canadian origin. Opportunities for mutually beneficial collaboration

with multinationals should not, however, be excluded.
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4, Protection

Protection of the Canadian market for most communications/information products

and services is not a viable approach because:

» we cannot afford to deny Canadian business users access
to critical -technology at competitive prices;

« ‘Canadian consumers are accustomed to having a broad
choice of expensively-produced content, and would not
accept limitations on the choice available; and

. 1In some sectors, such as computer processing and
software packages, traditiomal protective measures such

as tariffs-and quotas would be extraordinarily difficult
to enforce for technical reasons.

Policy must therefore focus in most cases on strengthening Canadian industry so

that it can compete more effectively, rather than protecting it.

5. Specialization

Another fundamental constraint, which flows from the fact that Canada is a rela-
tiﬁely small factor in a worldwide or North American market, ié that we muét
specialize in order to succeed. High up-front_costs for résearch, de&eiopment,
markéting and production sfart—up give large-—scale operations an important
advantage. A small country can only achieve this scaie if it haé industries
which are speéialized, export oriented and generally outside the area in which

major countries have already established a strong position.
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Research proposals

(From Toward a Policy Framework for the Economic Development of the Communica-

tions/Information Sector, by Price Waterhouse Associates, Nov. 30, 1981;

pp. 155-157.)

A sound economic development policy would be greatly aided by whatever insight

can be gained into:

+ the institutional arrangements necessary to provide
reasonable protection for both consumer and business
interests in transaction systems such as electronic
funds transfer or tele—-banking, tele-shopping or travel
reservations, and their impact on the cost of such
systems and the time required to develop and implement
them;

. the probable operating cost of such transaction systems
compared to conventional alternatives such as cheques,
catalogue shopping by mail or telephone and the use of
travel agents;

. the probable sales impact of such transaction systems,
i.e. will impulse buying be more or less common if

people shop via home terminals rather than in person;

. » consumer readiness to use such systems, i.e, will the
convenience and possible cost savings of electronic
systems be sufficient to outweigh their unfamiliarity
and the loss of social contact;

« the number and proportion of business activities where
the interconnection of various types of equipment would
be a significant advantage;

» the probable relative cost of integrated as opposed to
stand—alone systems, e.g., is it really more economic to
have a word processor linked to a copier so that it can
transmit text directly, rather than having the word
processor print an original to be fed into the copier
or, as a compromise solution, produce a diskette which
the copier could read;




» the probable relative. cost of managers interacting
directly with sophisticated office equipment compared to
using support staff, e.g. learning to edit a text at a
word processor rather than having a secretary do it.
These questions must be addressed in terms of compara-
tive advantage, quite apart from the sociological
barriers which might have to be overcome;

. the probable relative cost of different carriage media
(paired wires, coaxial cable, fibre optic cable, satel-
lite transmission, physical delivery, and so forth) for
different types of traffic individually and for differ-
ent groupings of services. These questions should be

addressed in terms of both local and long~distance
traffic;

« the technical feasibility of moving from the present
architecture of carriage systems to a new architecture
which might be more attractive in the long run .given the
carriage media and switching systems now available and
the services which may be provided;

. the probable relative cost and market appeal of various
methods of transmitting audio-visual material, such as
conventional broadcasting, pay television, cable-
satellite systems, direct broadcasting by satellite,

. videocassette rental or purchase, and videodisc rental
or purchase. The purpose would be to identify: "

—. which methods are dominated by others, or in
other words, which are likely to be more expensive
without any significant service advantage; and

- .Which methods ﬁay be attractive only for specific

markets, either geographic or in terms of the type
of material.

There 1s also a role for research, whether sponsored by govermment or industry,
on opportunities in the general field of content. Topies which might be

addressed include:

+ the actual and potential size and Canada's current
position in various "niches" in worldwide content .
markets other than high-cost mass—appeal entertainment.
Areas to be studied might include programming and books
for children, how-to—do-it material, scientific subjects
and language learning;




market opportunities in software for home computers,
inecluding educational, as well as entertainment applica-
tions; and

potential new applications for electronic information
services, particularly in business markets.

l
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