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When the organizers of the North American Regional Science Association 
meetings invited me to deliver the luncheon address, their only guidelines were 
that 1 should focus on Canada and on policy. Presumably, however, the 
expectation was that 1 would elaborate upon, or update, my earlier work on 
regional disparities, transfer dependency and the resulting "policy-induced" 
equilibria -- equilibria which embody large unemployment-rate differentials 
across the provinces and which are the result of decades of policy interventions 
that served to interfere with the processes of natural economic adjustment 
(Courchene 1994). These issues are still alive and weil. One example will 
suffice. Suppose New Brunswick, Canada's newest "turnaround" province, 
were to generate 15,000 new jobs with a payroll of $30 million and, say, an 
increase in provincial own-source tax revenue of $12 million. Assuming, 
further, that these jobs were filled by New Brunswickers, how much would 
this province's total revenues (own revenues plus equalization) increase? The 
answer is "zero". This follows since New Brunswick is not part of the "five
province standard" for equalization purposes. Hence, an increase in revenues 
arising from an increase in any tax base in New Brunswick will be offset 
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dollar-for-dollar by a fall in equalization. j Thus, New Brunswick's total rev
enues are independent of its level of economic activity -- that is, independent 
of whether New Brunswick's policies served to create or destroy 15,000 jobs. 
This, too, is part and parcel of transfer dependency, although this particular 
aspect has only come ta the fore recently. The general point is that it would 
indeed be possible to elaborate on this transfer-dependency framework and 
recast it for the Canada of 1995. 

However, 1 want to focus my comments toward the millennium and to 
argue that this transfer-dependency paradigm will be overwhelmed by the dual 
imperatives of the fiscal burden on the one hand and what 1 refer to as 
globalization and the knowledge/information revolution on the other. At the 
most generallevel, globalization and the knowledge/information revolution are 
dramatically transforrning the nature of economic, political and even geo
graphical space. As the sub-title of this paper (The RegionallIntemational 
Interface) indicates, the aspect of this transformation that will occupy centre
stage in what follows is the tendency for sub-national governments (whether 
regions/provinces or cities) to become much more important as nodes for 
comparative advantage and as avenues by which nations internationalize. Ad
mittedly, at one level this is not particularly novel since it has always been the 
case that the exports of the great trading nations have typically been regionally 
concentrated. What 1 hope is more novel is the thesis that increasingly the 
policies of sub-national govemments will be geared more to the challenges 
emanating from the international sector than to the dictates of their national 
economies. For Canada, this means that policies will progressively be directed 
to north-south trade rather than to east-west trade. 

ln arder to develop this theme, it is necessary to step back a bit and to 
focus on the manner in which globalization and the informatics revolution have 
altered, not only the conception of the nation state, but also the relationship 
between the citizen and the state. Table 1, which focuses on alternative defini
tions/interpretations of globalization and the informatics revolution, serves as 
a backdrop for mli':~h of this discussion. 2 

1.	 To be sure, New Brunswick' s net revenue position may improve since ilS expenditures on 
welfare, for example, would presumably decline. Two other poinlS merit highlight. First, 
New Brunswick's overall revenues would increase if ilS own-source revenue rose because it 
increased ilS tax rate. Second, the above comments effectively apply to small provinces that 
are part of the five-province standard as weil. With roughly a five percent weight in the five
province standard, Saskatchewan would pocket a nickel for every dollar increase in own 
revenues arising from an increase in economic activity. For more detail on these and related 
problems as weil as sorne proposais for their resolution, see Courchene (1994). 

2.	 Lipsey (1994) drawing from Freeman and Perez (1988) refers to the dramatic changes in the 
domestic and global economies in rerms of the emergence of a "new technoeconomic para
digm", defmed as follows: 

"A lechnoeconomic paradigm is a systematic relationship among the produclS that 
are produced, the methods of producing them, the organization of productive units, 
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Globalization and the Information Revolution3 

GlobalizatioD 

Giobalization is transforrning the nation state. One need not go as far as Reich 
(1991) and proclaim the death knell of the economic nation state, but 1 would 
align myself with Bell (1987) who asserts that nation states have become tao 
large to tackle the small things in life and too small to address the large things. 
Paquet (1994) refers to this as the "Gulliver Effect" -- nation states are unable 
to deal effectively either with the dwarfs of Lilliput or the giants of Brobding
nag. However one chooses to express this, the point is that economic power is 
being transferred upward, downward and outward from nation states. This 
tendency for economic power ta shift both the global and local levels is cap
tured by the term "glocalization". 

ln terms of the upward transfer, the issue is rather straightforward: econ
omic space is transcending political space. ft is the private sector that is 
globalizing, not the public sector. By way of countervail, nation states are 
transferring important reguiatory functions "upward" (for example, to the Bank 
for International Settlements for capital-adequacy rules for global banks) and 
by creating supra-national institutions whether of the NAFTA, European 
Union, or World Trade Organization variety. In political lerms, what is oc
curring is a process of "jurisdictional re-alignment" or "jurisdictional mapping" 
or even "global confederalizing"; namely, an attempt on the part of nation 
states to ensure that the jurisdictional reach of this supra-national authority is 
roughly coincident with the expanded economic space. 

Economic power is also being transferred downward from nation states. 
One aspect of this is that telecomputational advances have empowered citizens 
in a manner that was inconceivable a decade ago. Citizens can access, send, 
manipulate and transform information in ways and quantities that govemments 
of all stripes are powerless to prevent. A decade ago, "transmitters" deter
mined the information flow. Increasingly, "receptors" are in the driver's seat. 
Indeed, it is this "democratization" of information and, therefore, power that 

and the institutions that support this activity. A typical paradigm is based on: 1. a 
few key products with wide application. 2. a few key materials whose costs are 
falling over rime, 3. a way of organizing economic activity, 4. a supporting 
infrastructure, 5. a typical pattern of industriaI concentration, 6. a typical pat
tern of efficient location" . 

While the concept of a new lechnoeconomic paradigm differs in several ways from the phrase 
"globalization and the knowledge/information revolution" these terms will be used 
interchangeably in what follows. 

3.	 This section draws from Courchene (1995). 



TABLE 1 Globalisation and the KnowledgelInfonnation Revolution: Variations on the New Technoeconomic Paradigm 

VarlaUo... 00 tbe NTP DdInItJoo Fealures/Cbaracleristic. Policy lmplicatiom/ChalJeoges 

A. "Nothing is 'Overseas' any 

Longer" (Olunae, 1990: vii) 

B. Shifl from Multinational Cor

porations (MNCs) lo Transportation 

Corporations (TNCs) 

C. Globalisation, as the 

InlJ:mationalisation of Cities 

D.I Globalisation, as the Know
Ic:<lge/lnfonnation Revolution: 

Knowlc:<lge 

D.2 Globalisation, as the Knowl

c:<lge/lnfonnation Revolution: 

Infonnation 

This is the increasing 

internationalisation of production; 

initially in manufaclUring, but pro
gressively in services as weil. 

TNCs no longer subject te host-coun
try controls, unJike MNCs. 

Economies of scaJe and scope associ
ate<! with the infonnation explosion 
imply \hat inlJ:mationaJ cities have 

become the connectors outwards te 

cities like London, New York and 
Tokyo and inwacds lo their regional 

hinlJ:rlands. 

Knowlc:<lge is inereasingly al the cut

ting c:<lge of competitiveness. 

Compresses both time and distance in 
terms of economic aclivity and, there
fore, enhances global inlJ:gration. 

Decouples flffils from the faclOr endowments 
of any single nation. 

Two polar models: ~national lreattnent~ lffider 

FrA1NAFrA and the single-passport (home

country mie) model in the European Union 
(EU). ln theory al leasl, the fonner is sover

eignty enhancing while the latter implies policy 
homogenisation. 

• Represems one way in which the ~institli

tional struCl1Jre" is globalising; 

• May be a IJ:mporary phenomenon as the 
spread of lhe infonnation revolution allows for 
a greater dispersion of economic power and 

activity. 

• Skillc:<l labour is more like capiLaI \han tradi
tional labour; 

• Disappearing rniddle class 
• Shift in the "wealth-generation process" 
(Harris 1993). 

• For resources lO remain important, they 
must embody knowlc:<lge (or high-value-addc:<l 

techniques). 

Privileges individuals in the sense \hat they 

now have the ability lO access, transmit, and 
lransform information in ways that govem
ments of ail stripes are powerless lo prevent. 

• Wreaks havoc with national welfare staleS which have 

geared incentives to national production systems. 

• Whal is the: nalllre of a welfare Slal.C when production 
is international? 

• Canadians will evenwally recognisc \hat the genius of 
the FrA lies in the sovereignty-enhancing "national treal
ment" principle; 

• Il is the inlJ:mational privalJ: seclOr \hal is globalising, 

not the public sectoL Pressures moum for govemmenlS 
te lIansfer powers upward so that political space is more 
contiguous with economic space. 

• An inlJ:gral part of process by which power is being 

lransferred downward from nation states. This is espec
ially 50 since, in Canada al lc.ast, international cities are 
"constitlitionJess" . 
• An inlJ:gral part of the "regional-inlJ:mational" inlJ:r

face highlighte<! lalJ:r in this paper. 

• Dramatic ÎInplications in ail nations with respect lO the 
distrit1.Jtion of incornes; 

• Even resource-rich economies must rnake the traIl5ition 
lo a twrnan-capital basc:<l economy and society. 

• Social policy, as it relalJ:s to twrnan capiLal/skills for
mation, is indistinguishable from economic policy. 

n 
o 
c::

• Arguably, this is irtherently decentralising. :xl 
• The information revolution will aIso serve lO redraw n 

:r:
the boundary between whal is feasible in the public and tr1 
private seClOrs. Z 

(Tl 

Variations 00 the NTP Defwitioo Fealures/Cbaracleristics Policy lmplicatiooslCballenges 
5! 
tr1 

E. Globalisation as Conswner Sov

ereignty (Obmae 1990) 

F. GlobaJisation as Regime Theory 

Olunae argues \hat "perfonnance stan

dards are now set in the global market 

place by those \hal buy the products, 

not those \hat make or regulalJ: them" 

(1990, dustjacket). 

ln a sense, \his is the oldeSI fonn of 
globalisation. Regimes are the fonnal 

or information international institli
tionaJ devices through whieh economic 

This is a varianl of the infonnation revoluùon 

in D.2 in \hat it implies \hat "receplOrs" rather 

lhan "transmitters" are in the driver's seat. 

Regimes have long been with us - in energy 1 

airlines, minerais, ete. Their activities nul the 
gamut from sening standards, perfonning 

allocation functions, monitoring compliance, 

.Obviously, \his transfers power from goverrunents lo 

consumers. 
• Courehene (1995) focuses on the fact \hat while the 

information revolution privileges citizens as "consum
ers", it Lends 00 disenfranchise them as "citizens", sînce 
an iroportant set of decisions relating lo them are beyond 

the purview of the nation sLaIJ:. 

Regimes reSlI'ict the autonomy of nation states. What is 
occurring now, however, is the spread of regimes inlO 
hitherto "soft areas", such as non-tariff barriers, the 
environment, social charters, rights for îndigenous 

~ 
Cl 
Ô z 
> 
t: 
Z 
-l 
(Tl 
:xl 
Z 
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and poliùcal aclOrs organise and man

age their inlJ:rdependencies. 

reducing confliet and resolving dispulJ:s. peoples, ete. Z 
-l 
(Tl 

G. Globalisation as Ultra Mobility Enhanced mobility is generie in \hal il 

Wlderpins aU conceptions of globaJ

isation as weil as virtually ail concep

tions of a IJ:chnoeconomic paradigm 

Sinee Laxation or regulation of mobile faclOrs 

beeomes more diflicult and sinee g1obaJisation 

or ultra mobility ÎInplies an increase in the 
nwnber and range of factors and conunodities 

Arguably, the optimal jurisdictionaJ space for taxation 

has inereased relative lo the optimal jurisdictionaJ space 

in IJ:nos of spending. Thus, one now speaks of EU-wide 
corporate taxes or carbon taxes, for example. Vet the 

~ 
n 
(Tl 

shift. \hal are mobile, \his conscrains the instrument optimal spending jurisdiction has nOt (yet) become EU 

set available lo policy authorities. ln tandem wide. This disjuncl1Jre will require the application of 
with the spread of free trade arrangements, fIScal federalism principles al the supra-nation level. 

this constrains policy authorities from using 

aIIocative instruments lo deliver distributionaJ 

goals. 

Source: Adapted from Courchene (J 995). 
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has led Ohmae (1990: dustjacket) to define globalization as "consumer sover
eignty": 

"performance standards are now set in the global marketplace by 
those that buy the products, not those that make them or regulate 
them" . 

While globalization is enfranchising individuals as consumers, it is disen
franchising them as citizens since key political/policy decisions are now being 
taken at levels above the nation state and, therefore, beyond their direct input. 
In Europe, this is referred ta as the "democracy deficit", but the phenomenon 
is rather widespread and worthy of increased attention -- and not just by politi
cal scientists since il is the process of economic integration that is triggering 
these democracy deficits (see, Courchene (1995), for a more detailed dis
cussion of this issue). 

There is another way, more germane to the theme of this paper, in which 
power is being transferred downward from nation states. To the extent that 
institutions are globalizing, this is taking place via the network of international 
cities -- Montreal, Toronto and Vancouver for Canada. The economies of scale 
and scope associated with the explosion in information and services means that 
these international cities have become not only critical growth nodes but the 
essential connectors outwards ta cities such as New York, Tokyo and London 
and inward to their regional hinterlands. One oft-referred-ta exarnple of this is 
the 1988 agreement arnong the "four motors " of Europe (Lombardy, Catalonia, 
Rhône-Alpes and Buden Wurttemberg) designed to coordinate their various 
industrial and cross-border interests. More recently, Barcelona, Toulouse and 
Montpelier are forging economic links that will take them out from under 
Madrid and Paris and into the larger EU frarnework. These exarnples are an 
integral part of the emerging regional/international interface. Within the Cana
dian context, the increasing importance of international cities gives rise ta 
sorne special cross-border problems. Apart from the fact that our cities are 
"constitutionless", as it were, Saskatchewan's international city (arguably, 
Vancouver) is not in the province and the Maritimes international city (Bos
ton/New York) is not even in the country! This, tao, is a variant of the "demo
cracy deficit" alluded to earlier, since the burghers of Saskatoon would pre
sumably be willing ta trade off sorne influence in Regina for a greater say in 
Vancouver, in much the same way that Torontanians would presumably relin
quish sorne influence in Ottawa for a role in the corridors of Washington. 

At this point in the analysis, it should be evident that the passing of 
powers both upward and downward from nation states is setting the stage for 
what Drucker (1986) refers 10 as the intriguing coincidence of an integrating 
global economy and a splintering global politY. Specifically, with the emerg
ence of a supra-national infrastructure (whelher in terrns of trade agreements, 
single markets à la Europe 1992, or a common currency under Maastricht), 
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sub-national units can leapfrog their national governrnents and tie themselves 
ta these overarching structures. Thus, Scotland, which already has more trade 
with the EU than with England, can now, if it so wishes, seriously consider 
substituting the Brussels framework for Westminster and pursue a "distinct 
society" future. In terms of federal nations, Belgium particularly stands out in 
the sense that the decentralized Belgian provinces appear to be latching on to 
the EU infrastructure, effectively eclipsing the traditional role for the federal 
governrnent. And more recently, the Belgian provinces have been talking in 
terms of separate nation states. This, tao, is what Quebec sovereignty is all 
about on the economic front and why the EU model is so attractive to Quebec. 
This is not quite what 1 have in mind in terms of the emergence of a 
regional/international interface, but it is clearly a part of the overall scenario. 

The Knowledge/Infonnation Revolution 

The other major component of the new technoeconomic paradigm is the knowl
edge/information revolution. Il seems to be that this has the potential to do for 
human capital what the industrial revolution did for physical capital. Aspects 
of the inherently decentralizing features of this inforrnatics explosion have 
already been alluded to. Beyond this, there are several further critical features 
that are transforming nation states, particularly resource-based countries like 
Canada. The first is that with knowledge increasingly at the cutting edge of 
competitiveness, aspects of social policy are becoming indistinguishable from 
economic policy. Second, despite our generous resource endowments, Canada 
cannot avoid making the transition from a resource-based economy and society 
ta a knowledge-based economy and society. While resources will continue to 
be important, their success will progressively require the application of knowl
edge and high-value-added techniques. A third implication of the know
ledge/information is that it is "hollowing out" the middle class, the returns to 
knowledge and skillS, or 10 what Reich (1991) refers to as "symbolic analysts", 
are rising while the returns to routine workers are falling. This is a world-wide 
phenomenon, although its impacts in English-speaking countries appear to be 
in terms of declining real wages of the lower skilled, while, in continental 
Europe, the impacts are more in terrns of rising unemployment arnong the 
lower skilled. It seems to me that an important part of the middle class in the 
new technoeconomic paradigm will be sorne combination of technologists and 
information analysts. But Canada remains basically a professional society -- we 
don't have para-legals, para-medics, para-engineers. Basically, we relied on 
resources and fordism to generate our middle class. These days are gone and 
the challenge is to switch from brawn to brains or from boards and mortar to 
mortarboards, which will have obvious major regional impacts. 

On the surface, this might not appear to have much to do with the 
regional/international interface. However, what is at stake here is a fundarnen
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tal shift in the citizen-state relationship. Without a wholesale restructuring in 
our social policy infrastructure, the transition to the new paradigm will be 
difficult and costly. In his C.D. Howe Benefactors Lecture, Harris (1993) casts 
this paradigm shift in terms of a fundamental shift in Canada's "wealth-gener
ation" process -- away from a reliance on resource capital and toward an 
increased reliance on physical and especially human capital. He then adds a 
critical insight: whereas we ran up our debts and deficits within a framework 
where our "national collateral" was resources, the national collateral that will 
be called upon to service this indebtedness is progressively our human capital 
base. While we rank very high in the global pecking order when it cornes to 
resource capital, our human capital ranking is nowhere near as high (although 
we do weil at the upper end of the human capital ladder). What this means is 
that Canada must, of necessity, undertake a wholesale transformation of much 
of social and regional policy. 

North-South Trade 

While several important implications for the regional/international interface 
flow from the interaction of globalization and the knowledge/information revol
ution, it is convenient to delay discussion of them until focus is directed toward 
the most significant geo-economic aspect of the new paradigm, namely that it 
is no longer appropriate to view Canada as a single national (east-west) econ
orny. Rather, we are becoming a series of north-south, cross-border, econ
omies. These cross-border economies are not just separated, east-west, by 
geography but also by industrial structure -- British Columbia is Pacific Rim 
and American-northwest oriented; Alberta with its energy base competes with 
the Texas Gulf; Manitoba and Saskatchewan comprise the bulk of the Canadian 
bread-basket and keep their eyes on the U.S. mid-west (and on American and 
EU subsidies!); Ontario and Quebec are Great Lakes economies and are inte
grated with each other and with their Great Lakes counterparts south of the 
border, while the Atlantic provinces' fortunes willlikely be bound to the for
tunes of the Boston/New York axis. 

Two further aspects of this altered geo-economics space merit highlight. 
The first is that the various regions tend to trade more with the rest of the 
world than with the rest of Canada. In terms of regional flows for 1989, 37.5 
per cent of manufacturing and primary sector output of the four Atlantic prov
inces was destined to markets outside Canada, compared with only 15.9 per 
cent to other Canadian regions (Statistics Canada Daily 1993). For the four 
western provinces, viewed as a single unit, the differential in favour of foreign 
destinations is higher still, 33.7 per cent versus 11.8 per cent, while the com
parable figures for Ontario are 33.6 per cent and 18.7 per cent. Intriguingly, 
in light of its sovereignty aspirations, Quebec is unique among Canadian 
regions in that the Canadian market (27.1 per cent) is more important than 
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foreign markets (26.5 per cent) in terms of the destination of exports of its 
manufacturing and primary sectors. If these comparisons were conducted in 
terms of provinces rather than regions, then PEI and Manitoba would join 
Quebec in having exports to the rest of Canada dominating international 
exports. Overall, exports by provinces to other provinces are only 2/3 of their 
international exports (Statistics Canada Daily 1993). 

Figure 1 provides evidence relating ta the second aspect of the altered 
nature of our east-west economy, namely the non-synchronization of our 
regional business cycles. The upper panel asks the following question: in terms 
of the recession of the 1980s how much has employment recovered four years 
after the pre-recession employment peak. The bottom panel poses the same 
question for the recession of the 1990s. The recession of the 1980s was largely 
commodities based, with devastating impacts for British Columbia and Alberta, 
whereas these two provinces (especially B.C.), skated through the 1990s' "in
dustrial" recession largely unscathed, unlike the golden horseshoe. Admittedly, 
these two recessions may weil be atypical, but it seems to be rather inevitable 
that the future of our regional economies will progressively march in step with 
the fortunes of their respective international (cross-border) counterparts. 

Implications 

Now for sorne implications of this new technoeconomic paradigm on Canada's 
regions. The first is that the political economy of east-west transfers is being 
altered permanently. Under the old paradigm, the second-round impact of 
transfers east and west from Ontario would eventually find their way back to 
Ontario, since trade flowed east-west and Ontario was the principal north-south 
conduit. In the tradition of public choice theory, Ontario could "afford" to be 
generous since the transfers would wend their way back to this province. No 
longer, since under increasing north-south trade the second-round spending 
impacts may weil end up in California or North Carolina. In other words, the 
challenge facing us is how to mount an east-west transfer system over north
south trading systems. 

Second, and in partial answer to the implicit question JUS! posed, the focus 
of these interregional transfers will have ta be tilted in a direction that privi
leges "people" rather than "place". Individual provinces and/or regions should 
be free to pursue "place prosperity" initiatives, but Ottawa should disengage 
itself as an active player in this game, except for equalization, which 1 view as 
part of "people prosperity". 

The third implication is that what binds Canadians east-west is progress
ivelya "social policy railway" than an economic policy railway. Canadians do 
not seem to realize this. Consider the emphasis we have put on securing an 
internal common market in goods and services. The fact that the U.S. border 
is now open will serve ta erode (and already has eroded) many of the former 
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interprovincial barriers. Among other things, the Courts will now interpret the 
internal free-trade provisions of the Constitution more expansively. While l, 
presumably along with the vast majority of Canadians, am in favour of pro
moting the internal economic union, one must be careful not to get toO carried 
away, since trade will be progressively moving north-south, not east-west. For 

THE REGIONALIINTERNATIONAL INTERFACE 

example, it would not make economic sense to attempt to enforce a narrow 
definition across the provinces in terms of sorne aspects of corporate income 
taxation. Alberta should have the flexibility to match the taxation provisions of 
its competitors in the Texas Gulf and not be forced to toe sorne narrow 
(Ottawa-determined) line on these issues. Without going into detail here, let me 
assert that, in this emerging human capital era, we have made a cause célèbre 
of the fact that Moosehead beer was not available in Ontario, whereas we 
should be more concerned that the brewers and other skilied workers who 
make Moosehead may not be able to ply their trades in the rest of Canada. 

The fourth implication is that globalization and the knowledge/information 
revolution are turning the original British North American Act on its head. 
Sorne of the "goods" areas like forestry, mining, fishing and energy should 
probably be devolved to the provinces or regions since they are critical to these 
regions' futures. There is not much of the "stuff" of national glue that still 
rests with these areas and, in any event, they are progressively being driven by 
global imperatives. On the other hand, much of what constituted the traditional 
role of the provinces (education, training, etc.) is taking on national, if not 
federal, dimensions, especially since they are becoming critical to our competi
tive future. 

Finally, but hardly exhaustively, the fact that 80 per cent of our exports 
now go to the U. S., that our regional business cycles are non-synchronous, 
and that the integration under the FTA and NAFTA goes weil beyond freeing 
up the borders to include aspects of institutional integration, imply, in turn, 
that the degree of exchange rate volatility between our currencies over the last 
decade is patently absurdo We may need to get our fiscal house in order as a 
prerequisite, but greater exchange-rate fixity or even fixed exchange rates will 
surely be part of our future. 

To this point, 1 have sketched sorne of the broad dimensions in terms of 
how globalization and the knowledge/information revolution are transforming 
Canada's political, economic and geographic space, especially as it relates to 
Canada's regions. The remainder of the paper focuses briefly on sorne further 
aspects of the emerging regional/international interface. In the process, 1 shall 
also spell out the several varieties of this interface. 

More on the Regional/International Interface 

Historically, Canada defied economic geography by relying upon Macdonald's 
1879 National Policy, the national railways and generous transportation sub
sidies. This was obviously a brilliant political move since it played a critical 
role in creating and securing the Canadian nation state. And in the time frame, 
it was also acceptable, if not brilliant, economics since the wheat economy, 
immigration and, more generally, the opening of the west did embody signifi
cant east-west opportunities and trade. About the time when these initiatives 
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exhibited entropy, we launched into our second national policy -- creating an 
east-west economy secured by a generous set of transfers to persons, provinces 
and business financed largely, but not entirely, by our cushion of resource 
rents and justified largely, but not entirely, by Keynesian pump-priming. 
Indeed, many of the key programs (equalization on the provinces' side, extend
ing UI to include regional benefits and to incorporate fishers on the personal 
side, regional economic initiatives as weil as regionally differentiated income 
tax credits on Ottawa's side (and, of course, a continuing flow of subsidies to 
business on the trade side) ran counter to the natural forces of east-west adjust
ment let alone the north-south imperatives. Incredibly, in the late 1970s, even 
Ontario, already a major beneficiary of north-south auto trade, became per
suaded by the Major Projects Task Force that much of its economic future lay 
in producing for the energy-related mega projects in the Canadian West. Ac
cordingly, the province issued its "purple paper" (Grossman 1981) which 
argued for freer internal trade at the expense of maintaining and/or enhancing 
our U.S. tariffs. 

From the perspective of 1995, none of this makes sense, especially since 
all of the facilitating factors have disappeared -- the tariffs, the resource 
cushion and even the east-west ribbons of steel are now history. Actually, the 
writing was on the wall as early as the dawn of the 1980s. However, by re
sorting to "taxation without representation" (that is, by borrowing massively 
from future generations) we were able to bribe ourselves into sustaining this 
outdated paradigm for yet another decade. There is an intriguing irony in all 
of this. Inappropriate adherence to the old regional and social paradigm was a 
major cause of Canada's debt explosion. But now the burden of the debtldeficit 
overhang is serving to unwind this paradigm with a vengeance. 

1 now want ta devote a word or two to the manner in which each of the 
regions is being driven ta the new regional/international interface. 

Quebec 

Quebec was one of the first provinces ta realize that its future lay north-south, 
not east-west. As Toronto began eclipsing Montreal as the nation's production 
and distribution hub (and as Montreal was retreating from a national centre to 
a regional one), Quebec industry began more and more to look to Quebec City 
rather than to Ottawa for industrialleadership. Moreover, it became evident to 
Quebec that, rather than attempt to regain its former position in Canada, it 
made much more economic sense to focus on the even larger markets to the 
south. Thus, when Canada followed the Americans in reforming the tax system 
in the mid-1980s, Quebec not only followed suit but, in what was probably a 
first for a Canadian province, presented tables in budget documents comparing 
Quebec taxes not only ta those in Ontario, but also those in New York, Mich
igan and Ohio. And where it counts most, namely corporate tax rates, Quebec 
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rates are now the lowest in the country. Much to the surprise of Canadians, 
this province that had spent so much of the post-war years engaged in Ottawa
directed rent seeking, voted overwhelmingly in favour of Canada-US free trade 
in the 1988 election and, arguably, delivered free trade ta the nation.4 

To be sure, sorne of the economic lustre associated with Quebec's entre
preneurial surge in the 1980s has rubbed off, in part due to the uncertainties 
associated with its aspirations for independence. Nonetheless, given the fact 
that it has more jurisdictional powers than any sub-national government any
where in the world and in light of its c:)rporatist bent, the key to understanding 
the future of this province lies much more in treatises like Katzenstein's (1985) 
Smalt States in World Markets than in anything written in English-speaking 
North America. Phrased differently, Quebec is fully within the regional-inter
national framework developed above. Intriguingly, it is not obvious in this era 
of the declining role for the economic nation state what additional benefits 
Quebec would obtain from full sovereignty. In my view, sovereignty in the 
millennium will have ta do with how a society decides to live and work, since 
most other decisions will be taken at a supra-nationallevel. Quebec effectively 
has most of these powers and could get the rest of them (for example, training) 
via a few appropriate strokes of a pen in Ottawa. 

Western Canada 

That British Columbia should fall into the regional/international framework 
was only a matter of time. Il has only peripheral economic linkages wilh the 
rest of Canada, with international exports of primary and manufactured goods 
nearly five times its exports to other provinces (and over ten times if one 
excludes exports to Alberta, ils Cascadia panner). Clearly, its future is tied up 
with both sides of the Pacific Rim. On this side of the Pacific, the concept of 
Cascadia is taking hold. The most expansive definition of Cascadia is the 
Pacific Northwest Economic Region (including Alaska, B. c., Alberta, 
Washington, Oregon, Idaho and Montana) which provides governmental 
vehicles for cross-border regional economic cooperation. While there is little 
likelihood that Cascadia would or could develop much beyond a close environ
mental and economic pannership, there is also little likelihood that British 
Columbia would tolerate any Ottawa interference in the pursuit of ils Pacific 
Rim destiny. Note, however, that the Cascadia component of British Colum
bia's regional/international interface is essentially about jurisdictional re-align

4.	 Sixty-three of Quebec's 75 seats fel! into the free-trade (Progressive Conservative) camp in 
the 1988 election. Had Quebec delivered only 42 instead of 63 seats (stil! a comfomble 
majority for the Tories in the province), Prime Minister Mulroney would have not had his 
majority and free trade would likely have been stymied. 
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ment to internalize/coordinate potential spillovers in the environmental and 
economic arenas. These states or provinces have much more in common with 
each other in key areas than they have with Washington, D.C. or Ottawa 
respectively. While this is a quite different rationale than that which drives 
Quebec, it is only a matter of time before B.e. will also find that it, too, 
wants the full range of powers that Quebec aspires 10. 

However, it is Alberta and its deficit-cutting exercise that has attracted the 
bulk of the media coverage as it relates to western Canada. Two observations 
are relevant. The first is that we easterners make a mistake by singling out 
Alberta in this regard. The reality is that all three prairie provinces (and all 
four western provinces for that matter) are intent on balancing their budgets 
and Alberta is not likely to be the first 10 succeed. This western Canadian 
approach 10 deficits is way off-side with the philosophy of the other regions, 
especially central Canada, including Ottawa. The second observation is related: 
given that Albertans are undergoing the most thorough expenditure reductions 
anywhere in the country, this will surely reverberate powerfully on the overall 
federal-provincial transfer system. Albertans, if not Alberta, will begin 10 insist 
that Ottawa no longer be the lender of first resort (and, perhaps, not even last 
resort) to prof1igate provinces, at least not until those provinces also undergo 
the sort of fiscal rationalization that Alberta Premier Klein is implementing. 
This brings a brand new dimension to interregional sharing and one that prom
ises 10 have important and divisive consequences. On the surface this may 
appear to have little directly 10 do with a regional/international interface. But 
it clearly does in the broad sense that 1 am using the terrn, namely a move 
toward self-reliance and looking outward, as it were. The best way to articu
late this is that Alberta is moving away from the old adage "why drill for oil 
in Alberta when, with the same amount of efforts, you can drill for cash in 
Ottawa!" And, as already noted, the West is, in terrns of the provincial atti
tudes toward deficits as well as in terrns of its new political arm, the Reforrn 
Party, attempting to put a lid on the generalized rent-seeking mentality that has 
been so dominant in our country. Not only will this effort likely succeed (with 
the debt/deficit overhang as a catalyst) , but it will buttress the earlier point 
that, to the extent that there continues to be support for east-west transfers, 
these will have to be people-prosperity, not place-prosperity, oriented. 

New Brunswick 

ln terrns of embracing the dictates of regional/international interface, my fav
ourite example is New Brunswick. This province has emerged as the clear 
leader in terrns of social and industrial restructuring. Much as 1 admire what 
is occurring there, 1 shalilimit myself to a few observations. Recognizing that 
the slalus quo was unsustainable, largely because federal money was about to 
run out, New Brunswick decided that it had to become world class in order to 

make its own way. With the help of NBTel, among other firms, its investment 
in telecommunications infrastructure -- digitization and fibre optics -- has 
enabled it 10 become the leading such jurisdiction in North America, one 
recenl result of this being a decision by Xerox 10 establish a base in New 
Brunswick. 5 To be sure, this may be a f1eeting advantage sinee many jurisdic
tions are now following suit. What this means is that New Brunswick is going 
to have 10 run to stay ahead, as it were. But as long as its focus is on the 
North American and not just the Canadian market, it has a fighting chance to 
succeed. Few Canadians, let alone economists, would have predicted that a 
transfer-dependent economy like New Brunswick would shift its focus from 
Ottawa ta middle-America. This, too, is what the regionallinternational inter
face is all about. 

At this juncture, a word about the relationship between geography, on the 
one hand, and the regional/international interface, on the other, is in order. 
Under the old paradigm, New Brunswick was a "powerless place" in the true 
geographical sense. The new telematic infrastructure does not really make New 
Brunswick a "powerful place". Rather, the province acquires "placeless 
power" (Graham 1994: 419). One has the image, therefore, of footloose indus
tries being attracted to footloose jurisdictions. Next year, the leader in terrns 
of placeless telematics power could weil shift to Utah, the state that c10sely 
rivals New Brunswick in terrns of digitization and fibre optics. Thus, geogra
phy in this sense is more akin to a "space of f1ows" rather man a "space of 
places" (Castells 1989). Indeed, as Delottinville(l994: 42) points out, the New 
Brunswick authorities recognize lhis: 

"The New Brunswick government, NBTel and Northern Telecom 
recognize that advances in communications technologies have made 
me physical location of electronic commerce irrelevant. As a result, 
the marketing campaign has focused on New Brunswick as a business 
solution rather than a location" (emphasis added). 

This key distinction between New Brunswick as a "location" and New 
Brunswick as a "business solution" has relevance to lhe recent UPS decision to 
transfer personnel from Ontario and British Columbia, among other provinces, 
to New Brunswick.6 As backdrop, it is instructive to introduee the notion of 

5.	 A recent slUdy (commissioned by New Brunswick) by Boyd Company Location Consul1llIlts 
(1995) compares New Brunswick to 25 US cities in terms of a range of factors relating 10 

cali centre operations. New Brunswick cornes out on top or near the top in terms of mosl 
categories (telecommunications cost, fringe benefits, office space costs, weekly wages, 
energy costs, etc.). 

6.	 The UPS decision look place after this paper was delivered to the Regional Science Associ
ation meetings. Il was incorporated in the paper because it represents a nawraJ elttensioD of 
the issues under discussion. 1wish a1so to acknowledge conversations with Tom Kierans with 
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a "global maximum wage" (Courchene 1994: 241-242), narnely that if wage 
costs for a given activity rise above a certain threshold that activity willlikely 
go "offshore". The set of activities falling under the rubric of "cali centers" 
obviously qualifies since many U.S. companies have transferred their call-mar
keting-related activities offshore. Presumably, the problems that UPS faced in 
Ontario and B.C. were related ta high-cost and inflexible labour markets. New 
Brunswick provides "Iow property taxes, no payroll tax and low workers' 
compensation rates" (Delottinville 1994: 43) as weil as a labour force that does 
not require premia for bilingual labour. In this sense, there is obviously a 
"Iocational" aspect to New Brunswick's drawing power. But when combined 
with its digital fibre optic network and its telecommunications services costs 
and discounts, New Brunswick effectively offers a "business solution" to prob
lems faced by UPS and others. While it may weil be the case that there are 
sorne subsidies involved (and all provinces are guilty here), the aspect of this 
issue that has been largely overlooked is that if New Brunswick had not filled 
the bill, as it were, the likelihood is that this activity would have gone to the 
Caribbean or sorne other offshore location. Thus, a strong case can be made 
that New Brunswick kept these jobs in Canada. In typical Canadian fashion, 
however, we prefer to view New Brunswick as a problem rather than as a 
solution to a problem that arises in B.e. and Ontario. 

Ontario 

Finally, 1 come to Ontario. Arguably, a decade aga the golden horseshoe was 
the richest and most productive industrial complex in the world. However, 
believing that it was somehow beyond economics and in the narne of transfer
ring power from Bay Street ta Main Street, this province has fallen into the 
clutches of Dunn and Bradstreet! But even the bond-rating agencies cannot 
seem to make much of a dent on the Ontario psyche. 1 simply cannot compre
hend this -- the one region in Canada that was ideally placed to take advantage 
of the new technoeconomic paradigm has worked very hard at ensuring that 
this opportunity would slip away. Ironically, before Ontario can rekindle its 
north-south focus and strength, it now needs to look west and "import" Alber
ta's fiscal mentality. However, Ontario will come on side, because the alter
native is to have its industrial base migrate south. What complicates this for 
Ontario relates to my earlier focus on international cities. Arguably, for a 
broad range of economic activities, Buffalo's international city is Toronto. This 
exerts a "discipline" on Ontario that will eventually serve to move this prov
ince away from its traditional east-west pre-occupation and, indeed, dominance 
and toward a north-south focus. This, too, is part of the regional-international 
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interface. 

Summary 

This completes the brief tour d'horizon of Canada's regions in terms of the 
emerging regional/international interface. It is, almost assuredly, the case that 
this cross-border integration will be accompanied by enhanced decentralization 
in many policy areas. Indeed, this decentralization may extend to the social 
policy area as weil, since it is not evident that the manner in which a Great 
Lakes economy like Ontario will wish to integrate education, training and the 
transition from school/welfare to work will also be optimal for a Pacific Rim 
economy like British Columbia. The point is not so much that this cross-border 
integration is desirable: rather, it is inevitable. Note also that none of the 
above analysis is intended to suggest that provinces will ignore east-west trade. 
They clearly will not. But they will direct their focus on being internationally 
competitive and, in the process, view their sister provinces in much the sarne 
way as they view the international markets. As a final comment, it is not so 
much the case that the regions are pulling away from Ottawa, since Otlawa's 
role in terms of fostering national markets, providing frarnework policies, 
providing people-related interprovincial transfers and fostering a competitive 
environment, in part through providing leadership in the human capital/skills 
area, will remain critical. Rather, it is that the provinces will tilt their policies 
away from a dependency upon Ottawa toward greater self-reliance triggered by 
the dictates of globalization and the fiscal crisis. 

Canada Is Not Unique 

ln this final part of the paper, 1 want to emphasize the point that this is not just 
a Canadian phenomenon. Brown, Fry and Groen (1993: Il) offer the following 
observations of the behaviour of the American states: 

". .. U. S. states as direct international actors are a rather new phe
nomenon, for prior to the globally induced economic developments ... 
the sheer size and domestic opportunities within the U. S. precluded 
the need for elaborate international strategies. In the 1960s, only three 
states had opened foreign offices. This number increased to over 25 
in the 1970s. Today, 43 of the states have opened over 160 offices 
abroad to promote trade, investment, taurism, almost three times ta 
the level of the early 1980s". 

Along similar lines, but more general, Soldatus (1993: 62) notes: 
respect 10 the UPS decision. However, responsibi1ity for the inrerpreration reslS with me. 
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"The globalization of the economy and communications will increase 
the degree of geographical discontinuity in the interactions of federal 
units and will favour the constitution of more worldwide functional 
networks of sub-national actors. Federated units are already very 
active in the world arena and their paradiplomacy goes increasingly 
beyond their micro-regional environment (transborder or trans
regional), reaching out to macro-regional and global spheres of 
action" . 

In terms of this regional/international interface, the on-going European 
situation is most intriguing. Will the increasing cross-border economic integra
tion lead to a Europe of regions aligned to the EU infrastructure rather than to 
a Europe of nation states? What is the nature of the evolutionary dynarnic 
involved in the EU decision to integrate economically via a unified economic 
space and even a common currency, but to defer the process of political deep
ening? Were political deepening to occur now, this would, of necessity, 
revolve around the role of the member nation states. However, if the existing 
framework holds sway for a decade or so, the nature of the resulting economic 
integration (not only its cross-border aspect alluded to earlier, but as weil the 
evolution of the associated special interests that will be brought to bear at the 
Brussels level) could weil imply a radically different type of political deepen
ing. Presumably, one important factor in terms of how this will eventually play 
out will relate to the manner in which enterprise is organized across the unified 
European economic space. National governments will be able to exert a greater 
role under a system of "national champions" in each area of commerce than 
will be the case if integration proceeds largely in terms of a "Europeanization 
of enterprise" where communiry-wide transnationals dominate the economic 
space, replete with intrafirm transfers of goods and people. In any event, that 
the regional/ international interface in Europe will intensify is not in doubt. 
What may be in doubt is whether the ultimate political evolution of Europe can 
proceed independently of what is happening on this economic integration front. 

My final point is that causation also mns the other way -- from the inter
national to the regional. Policy making is increasingly becoming international 
and, in many cases, is reverberating back as much on regional economies as 
national economies. Much in the way of evidence could be brought ta bear on 
this, but l willlimit myself ta one, admittedly glib, comment, namely that the 
good burghers of the U.S. north-east now have considerable control over 
Quebec Hydro, that British Columbia lumber policy must now answer to the 
citizens of Germany and Britain and that Brigitte Bardot has long controlled the 
Atlantic sealing industry. This, too, is part of globalization and the regional/ 
international interface. 
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Conclusion 

The conclusion is rather straightforward: globalization and the knowledge/ 
information revolution are transforrning the political, economic and geographi
cal space of Canada, one result of which is a shift away from the traditional 
national/national relationship and toward a regional-international relationship. 
Another is a shift away from the inward-Iooking, Ottawa-centred transfer 
dependency toward a fiscal and globalization triggered, outward-Iooking 
regional self reliance. While this is a most welcome development, the more 
relevant point is that it is probably inevitable. 

Surprisingly, however, many Canadians are apparently of the view that, 
were this to occur, there would be little to hold our nation together. But this 
misreads what globalization and the knowledge/information revolution are 
really all about; namely, that in the millennium countries will be about people, 
not about goods. Were l commissioned to create a mission statement for 
Canada for the 21 st century, it wouId be along the following lines: the essence 
of Canada in the next century must, among other things, mean that all citizens 
have access to a social infrastructure that allows them full opportunity ta devel
op and enhance their skills and human capital in order that tbey may be full 
participants in the Canadian and global societies. Not only is this the quint
essential role for nation states in the millennium but, in Canada's case, this 
option will be all the more c1ear and evident once we embrace the notion that 
the regional/ international interface will drive much of the rest of the policy 
realm. 
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