




















The strongest proponents of the need for an industrial
strategy in Canada point to the fact that the Canadian
industrial structure is dominated primarily by mature and
uncompetitive industries. Given such a structure, and given the
new challenges which international competition and potential
trade liberalization are posing, there is general agreement that
there is a role to be played by government in assisting in the
necessary structural adjustment and rationalization of industry.
It is now generally accepted that protection is not the answer.
It is also generally agreed that the alphabet soup of incentive
grants favouring "program junkies" or "corporate welfare bums"
(to use the older terminology) is not likely to promote either job
creation ar industrial health in the longer run. Work by IRPP
staff and other analysts demonstrates that the costs of these
sorts of protection are very high, while the costs of the
alternative adjustment to trade liberalization or laissez faire

may be surprisingly low.

(Close observers of the business scene will note that all
this general agreement in principle does not extend throughout
the business community. Beyond notable exceptions like
Petromont and Domtar, I was struck personally by the message
which seemed to me to be left with the Ministers attending the
National Economic Conference. This, in my view, seemed

clearly to be that free trade, deregulation, and reductions in
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likely to be needed, and it seems to me it is likely to be found

in publicly-financed activities.

Public services for employment creation

The third strand of the overall strategy I am proposing
would therefore involve the direct provision of support for
public social services. At this point, it is useful to pause to
confront the problems which conventional labelling and
definitions create. There is much debate concerning the role of
the public as opposed to the private sector in solving problems
of economic g_rowth and employment. Furthermore, there is an
underlying tension regarding the relative attention which should |
be paid to economic and social goals. For example, Jim Fleck
and Joe D'Cruz, in their book just released by the Institute,
argue that there should be a complete separation between.
social policy and economic policy. Economic policy should
focus on growth and development, in their view, and should be
left to the private sector. Social policy should deal with
redistribution of wealth, if this is considered politically
desirable, and should remain separate from economic policy,
following along after the problem of improved competitive

position has been resolved.
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The need for support to communities attempting to
mobilize their own resources to meet local needs may call, in
effect, for shadow-pricing employed local labour in the
evaluation of community investment projects. The concept of
support for community development initiatives is not a new
one, but it has only recently been given serious attention as a

policy option aimed at generating employment.

Redistribution to sustain a dual economy

The final element of this package of policies -- which you
maj' no longer wish to call industrial policies —- is a thorough
going tax/transfer mechanism leadihg to a guaranteed annual
income. The argument, again, is that such a provision is the
logical support to a system of flexible wages encouraging the
reallocation of labour in line with the needs of a changing
economic structure. By separating the basic distributiénal
goals of the community in this way from the operations of the
labour market and participation in production, we reduce
resistance to the reallocations of resources demanded in a
changing economy. (An alternative, as noted above, is a
mechanism to assure broader distribution of the claims on the
returns to capital generated within the high wage capital

intensive competiting sector which I foresee emerging.)
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directions to work on in a search for a solution to the

unemployment problem we face.

It may be argued that these last ére all social policies
which we cannot afford in the present difficult period of
restraint. [ would argue, on the contrary, that these are
economic policies which we cannot afford to neglect if we are
to succeed economically in a more challenging world

environment.



