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Introduction

As a social movement containing women’s advocacy and lobby groups with
a presence inside and outside the state and possessing an ambiguous though
primary relationship with the welfare state, the medern Canadian women'’s
movement has a significant stake in the development and evolution of the
Canadian welfare state. Though there is no clear agreement in Canada on the
ultimate fate of the welfare state, the current challenges to the state model known as
the welfare state are many and appear unrelenting. The central focus of this thesis is
on the way in which the women’s movement has responded to the rethinking and
realignments taking place in the Canadian welfare state. In this period when all
relations with the welfare state are in flux, the women’s movement'’s reaction to
real and perceived threats to its relationship to the welfare state is found to be varied
and contradictory but reveals a dominant pattern of state-centeredness. The crisis of
the welfare state has forced the women’s movement into a position of

defensiveness vis-a-vis the welfare state.

This enquiry into the response of the women’s movement to the crisis of the
welfare state turns first to the general characteristics and circumstances of the
Canadian welfare state. Chapter one contains an outline of the political, ideological
and economic logic of the post-World War Two welfare state in Canada and offers
an account of the breakdown in the early 1970s of this combined logic. 1 have
chosen to use these categories as a way of defining the conditions of the welfare state

in order to facilitate the reading of the text, and not to imply an intellectual
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commitment to the autonomy of each category.

Chapter two steps back from the issue of the welfare state crisis in order to focus
upon the varied and complex relationship that has developed between the
women’s movement and the welfare state in Canada. This relationship has had an
impact on the character of the Canadian welfare state and on the direction taken by
the Canadian women’'s movement. The extent to which the state is a primary
context for the women’s movement is shown and the dominant pattern in the
historical interaction between the women’s movement and the welfare state is also

revealed.

Chapters one and two are intended to provide the context necessary to interpret the
findings revealed in chapter three. This final chapter attempts to answer directly the
central question of the thesis: how has the women’s movement responded to the
crisis of the welfare state? The crisis of the welfare state in Canada began in the early
1970s. Ironically, it is at this time that the women’s movement was developing ties
with the state thus forcing, with other social movements, a counter-trend of
expansion of the welfare state’s mandate. For the women’s movement, the welfare
state crisis began to affect it in earnest in the late 1980s. Although until that time the
relationship had seldom been easy there had been a sense that progress was always
nearby. By the mid-1980s, and specifically when the Progressive Conservatives
formed the federal government, this relationship began to fall apart. The crisis of
the welfare state for the women’s movement began when the government’s agenda
showed signs of turning away from the welfare state and specifically the welfare

society concept defended by Canadian feminist for generations.



In the present case, the crisis of the welfare state is shown less as a manifestation of
changes in social policies affecting women than as an overall public policy thrust
affecting in specific ways women’s movement activism. Specific social pelicies are
therefore not examined in any detail here. In its role as social movement
organization, the movement’s tasks of “identity formation and interest
promotion,”1 previously facilitated by the welfare state, are thwarted with the crisis
of the welfare state. The concern of the third chapter then, is with how the women's
movement responds to the crisis of the welfare state as activists and not as femocrats
or clients of social welfare. The response of the women’s movement to the crisis is
organized again with the explanatory use of the three categories of the political,

economic and ideological.

The conclusions of chapter three concerning the movement’s response to the crisis
of the welfare state provide the background for raising the question as to whether
the dominant pattern of interaction between the state in Canada and the women's
movement, cited in chapter two, still persists in this current era of crisis. This
question is considered in the conclusion and the findings of the thesis are used in a
more speculative fashion to look forward at the future evolution of the relationship

between the women’s movement and the state.

The thesis is based on a research strategy that takes two forms. Chapters one and
two were constructed with the help of secondary material. Both chapters are
syntheses of existing academic literature. In the case of chapter one, the literature
employed focussed primarily on the history and political economy of the Canadian

welfare state. The reading material and lectures contained in a course attended at

1 Susan Phillips, “New Soclal Movements and Routes to Representation: Sclence versus Politics,” paper
prepared for Soclal Sclentists, Policy Communities and the State {August 1992).
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Carleton University entitled “Social Democracy in One Province,” helped to
highlight some of the central issues and debates emanating from the congruent
events of social democratic government and fiscal and economic crisis. Chapter two
was derived from histories of the Canadian women’s movement and from accounts
of the Canadian state’s response to the pressure exerted by the second wave of the

women’s movement.

Chapter three was constructed in a more eclectic fashion than the first two chapters.
In August 1992, I presented a paper at a graduate student conference at the
University of Waterloo based on an early draft of chapters one and two and on
initial thoughts of what would become chapter three, The conference was entitled
“Options for a Renewed Canada” and the papers presented offered diverse views on
the policy options for Canadian governments and communities confronting ever-
increasing global challenges. The questions that arose around this theme and my
particular treatment of it, led me to consider in greater depth the preoccupation of
chapter three: how has the Canadian women’s movement dealt with these

challenges as they affect its central interlocutor, the Canadian welfare state?

In order to answer this question, the material presented in chapter three was
obtained from several sources. The principal method of gathering material was
empirical and the principal source of information used in this chapter .ime from
primary documentation of the activities of national women’s groups. The resource
centres of the Canadian Advisory Council on the Status of Women and the
Canadian Research Institute for the Advancement of Women, as well as the
resources of the Canadian Women’s Movement Archives at the University of

Ottawa were indispensable for making available their collections of various forms of
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documentation such as pamphlets, policy statements, letters, committee minutes,
annual general meeting agenda and resolutions, briefs, media reportage, etc.
Speeches and comments made in conference proceedings and press conferences,
particularly concerning the constitutional negotiations, also served as important
‘documents’ of the mindset of women'’s groups and women’s movement

leadership.

The interpretation offered in this thesis of the women’s movement'’s political,
economic and ideological response to the crisis of the welfare state is primarily based
on this abundant documentation from and about the women’s movement. This
material was supplemented, however, by the literature in Canadian feminist theory
that deals with the consequences for women of the questioning of the welfare state.
The reason theory was even considered as relevant subject-matter in a thesis with a
stated focus on movement activism was that ideas were being entertained and
arguments were being made that were not evident in what activists were saying.
The loose definition of the women’s movement employed here enabled me to
make the unstudied assumption that idéas and actions, academia and activism are
not mutually exclusive domains within the women’s movement. Furthermore, I
didn’t want to omit mentioning the fact that a sympathetic voice within the broader

movement was suggesting a different route for activists to take.

It should be made clear that in using either one of empirical or theoretical material
the intention was not to do a rigorous content analysis of the discourse of the
women’s movement and NAC in particular, but to uncover overall themes in the

reaction of the women’s movement.



There were advantages and disadvantages to the somewhat eclectic research
methodology employed in chapter three. One disadvantage is that there is no clear
boundary of what is and what isn’t pertinent material. There is thus no end to the
unearthing of these popular accounts of the strategies, rhetoric and actions of the
women’s movement. Furthermore, each piece of documentation used has been
weighed equally in terms of its historical veracity. This means, for instance, that
briefs representing a women'’s group’s well-thought out point of view on
government policy is given the same level of consideration as remarks made by
movement leaders at press conferences. The method employed in chapter three is
thus highly interpretive and ‘of the moment.” The advantage to this method is that
it represents history in progress and is able to capture nuances in a historical record
that may otherwise be swept aside by the broad trends, cycles, and patterns that are

the stuff of history books.

An open-ended research approach like this one that does not attribute priority to
‘hard’ factual information may be considered too subjective or overly journalistic.
Nevertheless, the approach has been chosen as the most suitable one for the
purposes of this thesis because of the nature of the thesis’ subject matter. An
hypothesis of crisis means that we are not at the end of a process but in the midst of
one. Uncertainty and change are palpable in the current economic and political
climate. Even the mainstream political discourse about the welfare state has altered
since this thesis was first conceived two and a half years ago. More recently it has
become easier for political leaders to say that entitlements must be cut. The political
and strategic significance of arguing that universality is a sacred trust, as Brian
Mulroney did in 1985, is no longer as compelling. The women’s movement is not

only affected by this broader context of change but is also undergoing transitions at
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its own instigation. Under these fluctuating circumstances, the research approach

employed here is by necessity ‘soft’ as the response must be compiled en route .

Another characteristic of this research approach is that it is perhaps more faithful to
feminist methodology. It elevates everyday, contingent realities that are so often
dismissed as not representative of the truth and that comprise the informal,

woman-dominated private sphere. In other words, it is based on what women say.

Finally, two of the major phrases contained in the thesis question, ‘welfare state’ and
‘the crisis of the welfare state’ are defined in the course of chapter one. The term,
the ‘women’s movement,” cited repeatedly throughout the thesis, will be defined
here. Feminist authors concede time and again the difficulty associated with
defining a phehomenon that is, in Adamson, Briskin and McPhail's words,
“politically, ideologically and strategically diverse.”2 Nevertheless, although the
movement is extremely heterogeneous it can be seen to be made up of two kinds of
groups, those that are small and community-based and those that have a large
membership and a Canada-wide focus. Iwill be using a loose, conventional
definition of the women’s movement which in actual research terms will focus on
that segment of the movement that is the network of large, national organizations
most visible to the public and that participate in campaigns that are national in
scope and significance. The National Action Committee on the Status of Women,
the Native Women’s Association, the National Association of Women and the
Law, the Canadian Day Care Advocacy Group and the Nation:] Organization of
Immigrant and Visible Minority Women are a few examples of this “‘women’s

movement.’

2 N. Adamson, L. Briskin and M. McPhall, Feminist Organizing for Change, (Toronto: Oxford University
Press, 1888), 7.
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Although the thesis is thus not about one organization, the National Action
Committee is the most frequently cited and analyzed, and is treated as the dominant
organization of the Canadian women’s movement. NAC is assumed to be the
flagship organization of the women’s movement because it is the largest- containing
a majority of Canadian women’s groups as members- and because it is the women’s

organization outside the state that is most actively engaged in national level politics.

Furthermore, where relevant the thesis highlights the distinctive viewpoints of the
English Canadian women’s movement, the women’s movement in Quebec and the
“New Force”3 movement of visible minority women. Nevertheless, at the risk of
underplaying these differences, the thesis takes for granted that more is shared
among these movements than not. For instance, although Marie Lavigne is a
Jeading femocrat in the advisory structures of the Quebec government and is thus a
product of and spokesperson for a social context and discourse with unique
attributes, Lavigne is considered here to be a part of the Canadian women’s
movement expressing ideas that have consequences for all women in Canada and
for the movement as a whole. Again, the methodology employed of not
concentrating specifically on one movement or another is justified by the desire to
uncover any voice within the broad movement that offered a point of view on the

subject.

3 Jil Vickers, Pauline Rankin and Christine Appelle. Politics as If Women Mattered: A Poiitical Analysis of
the National Action Committee on the Status of Women. Toronto: University of Toronto Press, pp. 10-11.
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Chapter One

The Welfare State in Crisis

The post-World War Two welfare state can be understood as a framework
containing a broad political, ideological and economic logic. Though among the
western industrialized nations there have been a variety of welfare state régimes
constructed in the postwar period,! each variation on the theme has incorporated
the logic of the welfare state and followed the general pattern of development with
which it is associated. Canada’s welfare state is no exception- in Jane Jenson's words,
it is “different but not exceptional.”2 The following discussion will sketch a model
encompassing the political, ideological and economic dimensions of the Canadian
welfare state and, in turn, will describe why the model began to collapse in crisis in

the 1970s.

Political Logic of the Welfare State

By the end of the Second World War, the political logic that had evolved among the
western liberal democracies ascribed to the state a positive, interventionist role. The
welfare state was the concrete, institutional manifestation of this new role of
government these countries had developed. The welfare state was supported by a
broadly based, society-wide consensus over a forty year period. It was widely and

popularly accepted that the state should intervene to correct the inequities and

1 Gosta Esping-Andersen, “Labour Movements and the Welfare State: Alternatives in the 1990s,"
inGetting on Track , ed. D. Drache (Montreal and Kingston: McGill-Queen’s University Press, 1992).
2 ). Jenson, “Different’ but not ‘Exceptional’: Canada's Permeable Fordism,” Canadlan Review of
Soclology and Anthropology, 26, 1 (Feb. 1989).
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injustices that obstructed political and economic freedom. The state, it was believed,
had a responsibility to ensure that postwar working and living conditions in Canada
were maintained at adequate levels. Indeed, the insecurity of war and the need for
basic health, housing and nutrition provided a critical impetus to public demands
for the social security safety programs that followed.3 Once the war was brought to
an end and the benefits of the economic boom of the 50s and 60s were being widely
felt, the state not only continued to intervene but stepped up its welfare activity

sustained as it was by public expectations of social services.4

In Canada, there was widespread public debate and a rash of reports, such as the
Marsh Report, that centered on specific social welfare policies and on the nature of
the new society proposed by the welfare state.5 The strongest voice in favour of
welfare state intervention came from advocates of social democracy, such as the
League of Social Reconstrucion, who supported the concept of a social wage and of

rendering formal legal rights meaningful by reducing economic inequalities.

That it was assumed that the state could deliver on these expectations can, in part,
be explained by the hope of public policy. Ramesh Mishra explains that the
ascendancy of the social sciences in the late 1950s and 1960s when state activism was
firmly underway, and the corresponding promise of social policy in understanding
and managing social life, provided the underpinnings of this transformation in the

role of the state. Social intervention and social engineering in the service of

3 Jane Ursel, Private Lives, Public Policy: 100 Years of State Intervention in the Family , (Toronto:
Womaen's Press, 1992), 207, Alvin Finkel, * Origins of the Welfare State in Canada,” In The Canadian
State, ed. Leo Panitch (Toronto: University of Toronto Press, 1977).

4 Ursel, Private 255.

5 A. W, Johnson, “Social Palicy in Canada: The Past as it Conditions the Present," in The Future of Social
Welfare Systems in Canada and the United Kingdom , ed. Shirley B. Seward (Halifax: The Institute for
Research on Public Policy, 1987}, 31.
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improving society were notions that were granted widespread legitimacy at the time
and can help to explain this renewed esteem for the state, and the justification for
the welfare state, in particular.6 The state was perceived as the most effective
instrument for determining and implementing social policy. The expectation was
that the state would act as an “integrative agency”7 capable of capturing and

fulfilling public needs where the market had failed in doing so.

Although the Second World War brought with it economic prosperity, reminders of
the economic and social dislocation of the Great Depression still lingered
compounding the fear of postwar unemployment and social disorder. The social
consensus around the idea of an activist state was thus prompted by the precarious
present and uncertain future that enveloped this era pressuring the federal
government to respond. The Depression had forced a virtual collapse of the
provinces’ financial structures thus precluding their ability to provide the social
services that were in such high demand at the time. What followed through the
next couple of decades were a series of constitutional amendments and federal-
provincial agreements enabling the central government to assume control of
principal sources of revenue thus facilitating its large scale intervention in the

national economy .8

While the Depression provided a precedent for central government intervention,
the Second World War provided the institutional framework. The ‘warfare state’

would become the welfare state, albeit without the highly planned, centralized and

6 Ramesh Mishra, The Weifare State in Crisis (Sussex: Harvaster Press,1984), 13-15.
7 David Held, Modals of Damocracy (Stanford, Calif.: Stanford University Press, 1987), 222,

8 Audrey Doerr, * Overlapping Jurisdictions and Women's lssues,” inWomen and the Constitution , eds.
Audrey Doerr and Micheline Carrier (Ottawa: Canadian Advisory Council on the Status of
Women,1981):125.
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regulatory features permitted by invocation of the War Measures Act. Nevertheless,
Wallace Clement contends that “World War II provided both the necessity and the
constitutional means for this massive centralization of power in Ottawa.”? The
experience of the war also indicated that the state could mobilize rapidly to promote
economic growth. Confidence in the ability of the state thus grew because of the
high levels of economic activity and employment engineered by a government in a

state of war.,

Histories of the origin of the welfare state in Canada often neglect its institutional
and ideational antecedents prior to the Depression. Indeed, the underpinnings of
the welfare state had been developed, primarily within the voluntary sector, as early
as the late nineteeth century, and certainly some welfare-state-type reforms had been
implemented by governments in Europe and North America before the thirties.
Jane Ursel, in her book, Private Lives, Public Policy: 100 Years of State Intervention
in the Family, describes the social reform movement that swept Canada and other
Western countries at the turn of the century, and maintains that its legacy is
contained in the “new welfare ideology”- the welfare state- of the mid-twentieth
century.10 According to Ursel, both movements were buoyed by a very high degree
of social consensus and both directed the attention of the state to the gap between
the wage-labour system and human need.1l Nevertheless, though a framework of
legislation was put in place as a consequence of pressure exerted by the reform
movement,12 the network of welfarist programs that was implemented in the

decades following the Second World War had no historical parallel. Ramesh

9 W, Clement, “Canada's Social Structure: Capital, Labour, and the State, 1930-1980," in Modern
Canada: 1930-1980s , eds. Michael S. Cross and Gregory S. Kealy (Toronto: McClelland and Stewan,
1984), 79,

10 Ursel, Private €7-70.
11 jbid,, 205,
12 jbid., 69.
12



Mishra has said that the postwar welfare state differed from previous state-managed
reforms in that it, “made the process more systematic, gave it a clearer rationale, and
at the same time extended the scope of state action a good deal.”13 The array of
policies making up the welfare state expanded the parameters of the state to the
extent that the public allocation of resources as a share of Gross National Product

grew exponentially between 1945 and 1975.

Ideology of the Welfare State

The ideologies that reinforced and informed the political choice of a positive,
activist state were the new ideology of universal entitlement and the ideology of
national unity.14 Although the welfare state in Canada would be precariously
financed and seldomly applied universally, social programs such as family benefits
and medicare were made available to all Canadians by virtue of their Canadian
citizenship and regardless of economic class. Programs that rested on means-tested
entitlement to welfare with the negative connotations of deserving and
undeserving poor were replaced, in some cases, by universalized programs. In
other cases, social welfare was set up so that the most needy were targeted for
benefits while the non-poor paid the taxes necessary to support this “selective

entitlement.”15

The welfare ideologies of entitlement and universality reflected the “benevolent
policy thrust”16 of the Canadian welfare state that was a response to a powerful

public consensus, articulated primarily by the provinces, the electorate and the

13 Mishra, Welfare State in Crisis 15.
14 Ursel, Private 252-253
15 Ibid., ; and Margrit Eichler, Famllies in Canada Today, 2nd ed., (Toronto: Gage, 1988).
16 bid., 253
13



labour movement. The provinces in Jane Jenson’s view, however, likely had the
greatest role to play. Indeed, public pressure for welfare was first felt by the
provinces, thus challenging Canadian nationhood from the beginning. The
proximity of provincial governments to people’s lives and, more importantly, the
jurisdiction held or inferred constitutionally by the provinces over most areas of
social welfare forced them to respond, and ultimately to bear the burden of
administration and costs of welfare delivery. The dilemma was that the demand for
welfare outweighed the financial resources of provincial and municipal treasuries,
as in the precedent-setting case of Depression relief. While provincial governments
guarded their independence and constitutional rights strenuously, in the inter-war
years they nevertheless exerted constant pressure on the federal government to
contribute massive financial support. The federal government was not initially
enthusiastic about becoming involved in welfare but eventually recognized the
political credit that could be obtained through participation, Furthermore, national
standards in social welfare came to be récognized by the central government as a
valuable tool for maintaining a cohesive Canadian federation. In his study of the
relationship between the welfare state, income security and federalism in Canada,
Keith Banting acknowledges the impact of the ideology of national unity when he
states that,

Modern Canadian politicians view income security, not
so much as a means of preserving democracy, but as an
instrument of cultural and political integration, as an
underpinning of the stability of the federal system... Some
see income security as central to the sense of community
in Canada, arguing that the major federal programs are
both an indicator of the strength of the Canadian commu-
nity, and an instrument for its further reinforcement.1?

The ideology of national unity was thus a major impetus in the creation of the

17 Keith G. Banting, The Welfare State and Canadian Federalism (Kingston and Montreal: McGill-Qusen’s
University Press, 1982), 115.
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welfare state in Canada. And not just in the fields of social and economic welfare,
Cultural programs and institutions were also set up and were intended to
complement the social welfare measures in order to further strengthen feelings of
national identity, For instance, the Royal Commission on National Development
in the Arts, Letters and Sciences (better known as the Massey Commission),
established in 1949, recommended that the central government broadly and actively
intervene in national cultural affairs by setting up federal funding mechanisms and

institutions to foster national cultural welfare.18

According to Paul Litt in his book, The Muses, the Masses and the Massey
Commission , Canada’s current government support system for culture, including
the Canada Council, is largely the brainchild of the Massey Commission.1? Litt
attributes the cultural nationalism of the Massey Commission to a general mood of
idealism and confidence about Canada that followed the Second World War and
that was expressed in other formative, welfare state documents such as the Marsh
Report.20 Culture was understood by the commissioners and the Canadian cultural
glite at the time to be the binding force in forging a national identity and unified
country. Canada, in the words of one study prepared for the commission, possessed
an “unripe state of national culture”21 to which our geographical distance and
decentralized federation contributed. The Massey Commission expressed the view,
held by many to this day, that the private sector could not be relied upon to support

national culture and thus government was the natural agent to defend and promote

18 Canada, Royal Commission on National Devslopment In the Arts, Letters and Sclences, Report
(Ottawa, 1951).

19 Paul Litt, The Muses, the Masses and the Massey Commission (Toronto: University of Toronto Press,
1992), 4.

20 jbid., 17.

21 B. K. Sandwell, “Present Day Influences on Canadian Soclety,” In Royal Commission Studles (Ottawa,
1951), 10.
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national cultural welfare.22

But national unity was not only threatened by the internal tension of Canadian
federalism or a disinterested business sector. The Massey Commission proposed a
strategy of state-sponsored cultural development in large part because it heeded the
view that Canada was vulnerable to American cultural influence and the force of

American exports of mass popular culture, in particular.23

The importance of the national unity argument marked the ideological debate over
the welfare state, dominating such alternate themes as equality between classes.
There was a public debate in Canada concerning justice and equality and the role of
the welfare state in the development of both but, Jane Jenson contends, the central
struggle of the welfare state from its early days to the present has been over the
equality of provinces in relation to eachother and in relation to the federal
government. Jenson argues that the Canadian welfare state was never set up to
resolve class conflict, as in some European countries, but instead contained as its
rationale the resolution of the crisis of federalism that the Depression had
precipitated.24 The terrain of struggle of the welfare state in Canada has thus not
been the legislative institutions where parties on the left and right hammered out a
political compromise. Instead, political negotiation of the welfare state in Canada
has taken place in the bureaucracy of government, such as royal commissions, and
the federal/provincial negotiating table. The national shared-cost programs
instituted in areas of provincial jurisdiction such as health and social services, are

products of the federal/provincial negotiation of the Canadian welfare state.

22 Litt, The Musss, 105- 106.
23 Lit, The Muses , 3.
24 Jenson, Different But Not Exceptional , 82.
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In the postwar era of the welfare state, the Canadian state acquired its legitimacy by
supporting the ideologies of entitlement and national unity. Unlike other welfare
states, the Canadian welfare state cast the issues of equality and entitlement into

issues of national unity and regional and/or provincial equality.

Economic Logic of the Welfare State

Notwithstanding the profound effects of depression and war on the collective
psyche of western liberal democracies, it is unlikely that the ideology and politics of
the time would have developed and been sustained in the direction of the welfare
state had it not been for the economic imperative of postwar reconstruction and,
ultimately, the enormous growth and prosperity that erupted in these economies
with reconstruction. Indeed, a decisive factor motivating the establishment of the
welfare state was this production of wealth that the state itself came to facilitate and
from which it benefited. In basic terms this affluence supported investment,
primarily through taxation, in the social security safety net. As Jane Ursel has said,
the ability of the state to redistribute wealth “was rooted in the generation and
circulation of enormous amounts of capital in the twenty years following the

war...”25

Like other governments elsewhere in the west, the federal government in Canada
did implement a welfare state program of fiscal and monetary policy intended to
assist economic growth and stability. Capitalism’s chronic lapses enjoined the state
and its new welfare-state tools to monitor and manipulate the economy and
distribute its resources in a way that would safeguard against the vicissitudes of the

business cycle. Patricia Marchak explains at length how the experience of the Great

25 Ursel, Private 231
17



Depression provoked a disenchantment with the longstanding theory that
unfettered markets were the most fair and effective mechanism of resource
allocation.26 The postwar governments would ensure that the overproduction and

underconsumption that marked the Depression would not happen again.

The state’s rationale for its new welfare role was the theory and practice of
Keynesianism. Keynesianism provided the blueprint for jump-starting the postwar
economy. The Keynesian welfare state assumed responsibility for maintaining high
employment and ensuring economic expansion of the national economy without
seriously disrupting the prevailing processes of capitalism. (Goldthorpe 1987)
Indeed, according to David Wolfe, compared with some of its European
counterparts, Keynesianism as it was applied in Canada was not implemented to
modify in any comprehensive way the direction of economic activity.27 The goal of
Keynesian intervention was to stabilize a norm of consumption that would stabilize
the demand for commodities.28 The ideological and political justifications for
issuing transfer payments to individuals and making massive expenditures on
education and health were discussed earlier. The economic justification for issuing
transfer payments directly and indirectly, however, was to fulfill the demand
management strategy of stimulating consumption and demand.2? Securing
consumer buying power ensured that demand was maintained at levels sufficient to

absorb the steady growth of capitalist output that was expected to continue.3¢

26 Patricla Marchak, The Integrated Circus (Montreal and Kingston: McGlll-Queen’s Unlversity Press,
1991).

27 D, Wolfe, “The Canadlan State in Comparative Perspective,” Canadian Review of Sociology and
Anthropology 26, 1 (Feb. 1988), p. 109,

28 jbid ., p.111, ‘
29 Philip Armstrong, Andrew Glyn and John Harrison, Capitalism Since 1945 (Oxford, England: Basll Blackwsll,

1991), pp. 126-127.
80 David Harvey The Condition of Postmodernity (Oxford: Basil Blackwell, 1990).
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Keynesian demand management found a partner in the Fordist régime of capital
accumulation that was becoming entrenched in workplaces in the postwar period.
Fordism is a model of industrialization and social organization epitomized in the
postwar assembly-line factory. The social democratic version of Keynesianism was
at odds in important ways with the controlling and compromising of labour integral
to Fordism.31 Like Keynesianism, a crucial component of the Fordist régime was
high demand for product: mass consumption was essential to mass production.
Thus, for Fordism, as for Keynesianism, maintaining stable demand conditions was
necessary. One of the ways stable demand could be ensured and Fordism
perpetuated was through the state. The interventionist orientation assumed by the

state in peacetime after 1945 enabled the deployment of Fordism.32

David Wolfe argues that, in the Canadian context, the state and Fordist
arrangements were indispensable to one another. The Keynesian welfare state and
the Fordist mode of organizing production together made up a broad accumulation
strategy in Canada.3 Wolfe and others stress, however, that the strategy adopted by
Canada was very different politically and economically from the European
version.3 The notable differences include: the minimum to moderate level of
state involvement in the private sector; the absence of neocorporatist structures; the
weakness of labour mobilization at the level of party politics; a high level of foreign
control of the Canadian economy restricting the preponderance of the state; and a

continentalist strategy of exporting and investing.

31 Harvey, Postmodernity 127,
32 jbid., 135.

33 David Wolfe, "The Canadian State in Comparative Perspective,” Canadian Review of Sociology and
Anthropology , 26, 1 (February 1988):111.

34 Jenson, Different But Not Exceptional .
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The phenomenal growth of the postwar boom and the régime of Keynesianism and
Fordism that facilitated it were ultimately dependent on, in David Harvey’s words,
“a series of compromises and repositionings on the part of the major actors in the
capitalist development process.”35 Accompanying the positive-state discourse of
the time was the evolution of an economic consensus that was composed of labour,
business and the nation state. It has been argued that the cohesiveness of this
economic consensus in western countries depended on the strength of working class
mobilization.36 In Canada, for a variety of reasons, this mobilization was relatively
weak. The state’s accomodation of working class interests was therefore limited.
Nevertheless, Canada did follow a similar pattern of economic consensus: the major
actors in the development process did, at least implicitly, strike a real compromise
in the form of the welfare state that heralded the longest period of sustained

economic growth in history.

At the time, in Canada, the welfare state option was perhaps the only one that could
address the demands of all sides.3” Years of labour unrest threatened the industrial
process and there was widespread concern that the reconstruction of the economy
after the war would be stalled. The Liberal government then in power recognized
this, as had the Conservative Prime Minister, R.B. Bennett in the 1930s. Bennett's
reportedly anti-labour government was moved to propose a package of welfare state
reforms, which included unemployment insurance, out of the desire to pacify
worker militancy.38 Labour unrest and the growing popularity of the CCF also
provided the reasons for the government of Mackenzie King to follow through on

welfare state reform. The welfare state solution, around which the consensus lay,

35 Harvey, Postmodernity 132.
36 Wolfe, Canadian State .
37 Ursel, Private, p. 208.
38 Finkel, Origins.
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enabled the owners of production to maintain control over ownership and
investment decisions while in return, unionized workers acquired certain rights
and material benefits.3? Labour had fought for several decades to achieve these
concessions. 490 The state also had something to gain from a mixed economy of
some government intervention interacting with market forces. Although social
program development was slow and reluctant,4! the electoral pressure that had built
up in favour of an activist state made the welfare-state option the only politically

feasible one.42

Breakdown of the Welfare State Logic

It was with the economic downturn of the world economy in the mid-1970s that the
political, ideological and economic logic of the welfare state began to break down.
The Keynesian formula declined in its effectiveness and with it, the economic and
social consensus that supported it became increasingly strained.43 Stagflation, where
recession, high unemployment and inflation combine to trouble the economy,
eluded Keynesian solutions, (Mishra 1984; Wolfe 1984) The state failed to
adequately manage the mixed economy thus inviting a collapse in public
confidence. Moreover, the static or shrinking economic base that this downturn
created meant that the government had difficulty financing existing and new

demands on its resource base, thus igniting greater public discontent.

39 P, Armstrong, et. al. Capitalism Since 1945 ,136, 150, 305.

40 Gaorge Ross and Jane Jenson, “Post-War Class Struggle and the Crisis of Left Politics,” in The
Socialist Reglster, eds R. Miliband, J. Saville, M. Liebman and L. Panitch (London: The Merlin Press,
1986).

41 Jeffrey Patterson, “Winding Down Soclal Spending: Social Spending Restraint in Ontario In the
1970s,” in The Benevolent Stats, eds. Allan Moscovitch and Jim Albert (Toronto: Garamond Press,
1987), 242,

42 Ursel, Private 208.

43 John H, Goldthorpe, “Problems of Political Economy After the Postwar Period,” in Changing
Boundarles of the Political, ed. Charles Maler (Cambridge, England: Cambridge University Press, 1887),
365.
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The decline in growth that had begun in the 1960s and that the recession of the mid-
1970s bluntly exposed pressured the state to increasingly focus its attention
exclusively on the one-sided concerns of business and the requirements of capital
accumulation.44 This reorientation on the part of the state marked a shift in the
delicate balance of the postwar consensus between labour and business.45 With the
advent of stagflation and the loss of faith in Keynesian methods of state
management, the state embarked on a patchwork of fiscal and monetary policies
that had the ultimate effect of inviting the world economy in and forcing the
domestic economy, the working and non-working population, all levels of business

and government, to adapt. (Wolfe 1977; 1984)

By the 1970s, the world economy had become a truly global marketplace. Since the
Second World War, barriers to trade had been progressively lowered by national
governments mostly under the auspices of international organizations and
agreements such as the GATT. This had the effect of opening up new avenues for
capital to avert the constraints of domestic markets and exploit opportunities found
elsewhere.46 International trade was stepped up and the world economy was
becoming increasingly trade-oriented. Although the postwar welfare state
compromise did very little to restrict the mobility of capital, domestic economies in
this period were buoyant and relatively secure locations for investment thus
deterring the movement of capital. From the mid-1970s, however, capital was
increasingly looking beyond its domestic borders for alternative sites, capitalizing on

the increasingly open global economy, as national economies were unable to

44 David Wolfe, “The Rise and Demise of the Keynesian Era in Canada: Economic Policy, 1930-1 982," in
Modern Canada: 1930-1980s, eds. Michael S. Cross and Gregory S. Kealey (Toronto: McCleliand and
Stewart, 1984), 75.
45 |bid., 75.
46 Mites Kahler, “The Survival of the State In European Internationa! Relations,” in Changing Boundarles
of the Political, ed. Charles Maler (Cambridge: Cambridge University Press, 1987),294.
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recapture the prosperity they had previously known. Innovations in
communications and transportation technology were enabling productive and
investment capital to be less rooted, more mobile. The process of accumulation,
once within the grasp of the welfare state, had become more unstable and less
predictable.#” Consequently, the political struggle between labour and capital
within each national economy was becoming increasingly conditioned by global
restructuring of the international economy. The internationalization of production
meant that labour markets both domestically and internationally were being
overhauled. In situations where capital did not flee to more cost-efficient
jurisdictions taking jobs with it, labour suffered at the hands of technological

changes that transformed the domestic workplace.

In Canada, and the west generally, these technological advances provoked the
decline in steel-age industries and a growth in the lower cost service sector. Rianne
Mahon has described the dismantling of Fordism in the traditional core industries
in Canada, such as steel and automotive.48 As their share of the economy was
shrinking and mass production was thus being threatened, labour’s bargaining
power in these industries was being undercut. It therefore became difficult for
labour to resist capital’s demands for concessions on wages and rules coordinating
the workplace. Mass consumption among these “core workers,” therefore, was

being progressively eroded.4?

47 Daniel Drache and Meric S. Gertler, “The World Economy and the Nation-State: The New International
Ordar,” In The New Era of Global Competition: State Policy and Market Power, eds. D. Drache and M.S.
Gertler (Montreal and Kingston: McGill-Queen's University Press, 1991), 7.

48 Rianne Mahon “Post-Fordism: Some Issues for Labour,” in The New Era of Global Compatition: State
Policy and Market Power, eds. D. Drache and M.S. Gertler (Montreal and Kingston: McGill-Queen's
University Press, 1991).

49 Ibld,, 322.
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Because of the possibility of rapid shifts of capital, domestic labour pools are now
summoned to be more flexible.50 That is, more than ever, as capital divests or
invests as it becomes more sensitive to global fluctuations, labour is being required
to accept that its security and welfare is less certain than it was in the postwar

Keynesian period.51

Even at the peak of the welfare state, government commitment to labour in Canada
was always ambivalent and piecemeal. .Referring to the era in industrial relations
since the 1970s, Daniel Drache states that, “The dramatic changes in compensation
and other benefits can be traced to the defects of the collective bargaining system in
Canada.”52 In spite of the important role collective bargaining had in creating a
middle-class of consumers among workers in Canada, the collective bargaining
system was relatively weak. The trilateral arrangements that operated at the
national level in some European welfare states, where labour’s bargaining power
was more firmly institutionalized, were never adopted in Canada. (Drache 1991;
Bakker 1991; Myles 1991} It has thus been easier for the state in Canada to condone
business choices to “discipline the workforce and constrain wage movements...”,53

effectively weakening labour.

The global crisis of the mid-70s triggered an unravelling of the economic logic that
supported the welfare state compromise and uncovered the development of a new

economic rationale to which the state would adjust. As the economic logic of the

50 Danlel Drache, “The Systemic Search for Flexibility: National Competitiveness and New Work
Relations,” in The New Era of Global Compstition, eds. D. Drache and M.S. Gertler (Montreal and
Kingston: McGill-Queen's University Press, 1991}, 249.

31 lbid., 251,

52 pbid.

53 D, Drache and M.S. Gertler, “The World Economy and the Nation-State,” In The New Era of Global
Competition, eds. D. Drache and M. S. Gertier (Montreal and Kingston: McGill-Queen's University Press,
1991), 9.
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welfare state compromise became increasingly irrelevant so did the political logic to
which it was closely tied. The state found itself in a fiscal crisis that undermined its
political raison d’etre. A disjuncture had developed between state revenue and
demands on state resources which meant that the state could not fulfill all the social
welfare promises that had become a fixture of political rhetoric and activity since the

Second World War. .

The state’s legitimacy has not only been weakened by a troubling fiscal situation, but
its autonomy has also been challenged. The globalisation of the domestic economy
that the state itself invited has in turn eroded the state’s own decision-making
powers. In Canada, nationalists have always warned of American economic and
cultural imperialism, but in the current context of the Free Trade Agreement and
the North American Free Trade Agreement the concern about Canadian autonomy
has become particularly acute.54 In the context of globalisation, the question of
whether the Canadian state can hold on to its democ