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Foreward

Public governance has been a common theme in Canadian history
since the constitutional talks that led to Confederation in 1867.
Debate continued over the next century and a quarter on new
approaches to governance including the Charter of Rights and the
amending formula (incorporated in the Constitution Act of 1982)
and other exotic proposals including new approaches to electing
members of Parliament, voting by referendums and a Triple E
(elected, equal and effective) Senate. Prime Minister Paul Martin
recently proposed substantial parliamentary reform, giving back-
bench MPs more power in committees, for example, and during
the 2004 federal election campaign, New Democratic Party leader
Jack Layton called for proportional representation. Recently,
British Columbia undertook a major consultative effort that could
lead to significant democratic reforms, while other provinces have
taken more modest steps such as moving to fixed dates for elec-
tions.

Many of the recent efforts at democratic change reflect a grow-
ing dissatisfaction among Canadians with our democratic institu-
tions. The federal election had a turnout of little more than 60
percent of eligible voters — one of the lowest in Canadian history.

This volume brings together a number of leading experts who
examine various issues related to “Who Decides”. The main theme
of the book is well-articulated and skillfully presented in the intro-
ductory essay by Editor Richard Bird. People care about results,
not just the process of getting to results. However, political institu-
tions and processes, from bicameral legislatures, to voting systems
and decentralization of expenditure and tax powers to provincial
and local communities, have a major effect on the behaviour of
politicians and the outcome that results from their conduct. It is
critical for Canadians to understand how different political insti-
tutions can affect policy.

I wish to thank Richard Bird and Danielle Goldfarb for organ-
izing the conference that gave rise to this volume, as well as the
excellent contributors to both the conference and the volume. I am
especially indebted to Stephen Jarislowsky whose passionate con-
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cern about Canadian democracy led to his support for the organi-
zation of the conference and the publication of its proceedings.
Also, my thanks for the hard work taken on by the Institute’s Edi-
tor Kevin Doyle, and assistant to the editor and cover designer
Priscilla Burry, as well as copy editors Lee d’Anjou and Barry Nor-
ris, who undertook the sometimes challenging task of getting the
volume published.

Jack M. Mintz
President and
Chief Executive Officer







An Introductory Essay

Richard M. Bird

anada and Canadians have done well over the last cen-

tury by almost any standards. More people live better in

this country than ever before. Governments, good and

bad, have managed to deliver the good life to most of us,
or at least have not prevented it from arriving. Any readers who
may doubt how well we are doing in comparative terms should
look at John Richards’s chapter in this volume and the sources cited
there.

Nevertheless, many Canadians seem increasingly unhappy
with our system of government. They feel that while it may have
worked in the past, it now seems to be working less and less well
for them.” The changing world economy, the new continentalism of
our economic policy and the resulting ever more marked domina-
tion of the United States in our lives, the continuing uncertainty
about separatism at home and terrorism and war more generally —
such pressures accentuate the unease that many people feel.

On the other hand, recent technological changes have, in prin-
ciple, made feasible completely new forms of citizen participation
in government, if we want them. Various countries around the

I am grateful to Jack Mintz and Finn Poschmann for helpful comments. I am
even more grateful to Danielle Goldfarb, who not only provided helpful com-
ments but also did most of the hard work of organizing the conference.

1 As Ken McKenzie notes in this volume, only 22 percent of respondents to a
recent poll thought that government policy reflected the interests of the gen-
eral public. Exactly what such numbers mean may not be clear, but it is cer-
tainly evident that a lot of people seem to be somewhat unhappy with how
we are governed.
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world are beginning to experiment with limited forms of “trans-
parent government,” and “participatory democracy” at least to
some extent. An obvious question thus arises for Canadians: to
what extent are new forms of political organization and restruc-
tured political institutions now practicable, desirable, and perhaps
even necessary, if Canada is to continue to be one of the world’s
lucky countries. So far, the country has survived, indeed grown
and thrived, with a set of political institutions that has changed lit-
tle in essentials for 137 years. But is this the best we can do? In a
nutshell, this question was the one posed to the group of Canadian
and foreign experts and practitioners who took part in a November
2002 conference, held by the C.D. Howe Institute in Toronto, that
led to the present volume.

Although far from complete in its coverage of this vast subject,
this little book nonetheless casts new light on some basic issues
related to the interaction among political institutions, policy out-
comes, and citizen satisfaction — or lack of it. Unsurprisingly,
given the breadth and complexity of the issues, neat solutions do
not emerge from this discussion. But it does raise some interesting
and important questions that everyone concerned with making
Canada a better country should take carefully into account in
beginning to think through how we, as a society, can grapple effec-
tively with the myriad changes to which we are, willy-nilly, going
to be subject over the years to come.

The relevant questions come up at many levels of discourse.
Current and recent discussions of campaign finance, independent
voting by members of parliament (MPs), elected senators, and the
like are typical. Much in the Canadian tradition, most such discus-
sions are about small, incremental changes, not radical reformula-
tions of political institutions. This approach may be — probably is
— not only what we will use (if we use anything) but what we
should do.? Nonetheless, we should also consider more basic ques-
tions.

2 AsIargue at length with respect to the particular policy area of taxation (Bird
[1970] 2002).
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May the answer, or part of it, lie in more direct democracy or,
on the contrary, in politicians who pay less attention to opinion
polls? In more federalism or less? In more citizen empowerment or
less? Irrespective of where the answer or answers may lie on these
various spectrums, how can or should we alter our existing politi-
cal institutions to cope better with the uncertain future? These
questions are not small, and the diverse approaches taken to them
in the papers collected here illustrate only a few of the many ways
in which we may move in the future in an attempt to grapple effec-
tively with issues.

Such matters doubtless seem terribly abstract not only to the
proverbial man or woman in the street but even to many who
spend their lives thinking about such things. We are all — as Pre-
ston Manning notes in the speech included in this volume — more
at ease in dealing with questions of gopher poison than how to
spend $6 billion. Even harder is connecting our discomfort about
some aspects of the results of the policy process with the choice of
institutions within which that process plays itself out. Yet it is at
that highly rarified level that we have to deal with the fundamen-
tal questions raised in this volume: Who should decide? How
should whoever it is decide?

The conference showed both that the democratic ideal is far
from dead in Canada and also that we are far from agreement
about exactly how best to attain that ideal. Some participants want-
ed more ways for individuals and community groups to be heard
in the political process; others seemed to like things more or less as
they are, while still others thought that the answer is to select “bet-
ter” leaders who need not necessarily be more popular but have
the courage of their convictions and act in what they think to be the
best interests of all, regardless of the political consequences for
them.

The balance of this brief introduction sets out in a little more
detail the issues originally posed to the authors and discussants. It
then outlines how their answers, which are presented in this book,
and some of the discussion at the conference itself, relate to the
broad questions posed with respect to Canada’s political institu-
tions: essentially, how are we doing, and how can we do better?
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Considering the Setting

Canada today is not the Canada of 50 or 100 years ago. The world
has changed enormously over the last century. Empires have risen
and fallen. New countries have emerged. Old countries have dis-
integrated. Nations have fought wars. Population has soared. Liv-
ing standards have risen enormously for many, though much more
for some than for others. Technology has changed the world in
which we live in many respects, most but not all beneficial. Under-
standably, much has been said and written in recent years about
the new economy. Much less has been said about the new polity,
however, perhaps because at first glance there seems to be much
less to say.

Yet, although the evolution of political institutions notoriously
lags that of economic markets, life in the political sphere has also
changed over the last century. Around the world, many more peo-
ple than ever before in history now live in some kind of democra-
cy and have, at least occasionally, some limited say in how they are
governed. As in the 19th century, however, the most important
political institution everywhere continues to be the nation-state.
Moreover, surprisingly little has changed in the basic structure of
most established democracies in recent years. Certainly, this is the
case in Canada.

The Fathers of Confederation, one suspects, would have no dif-
ficulty in recognizing today’s versions of the basic political institu-
tions they created in 1867. In the world at large, however, many
variants of democratic institutions exist and, to varying degrees,
operate more or less successfully. We see different voting systems,
different legislative structures, different types of party organiza-
tion, different roles for different levels of governments, different
relations among the legislature, executive, and judiciary and very
different levels of popular participation in the political process.

As Ken McKenzie discusses in his C.D. Howe Institute Bene-
factors Lecture (2001), over the last few decades scholars have
increasingly explored the relation between such political institu-
tions and economic results and are finding many intriguing,
though yet-not-well understood, linkages. One example is that
public spending as a proportion of gross domestic product (GDP)
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is less under presidential regimes than parliamentary govern-
ments. Another is that social transfers are smaller when the elec-
toral system is first-past-the-post, rather than some form of
proportional representation. The world thus offers a potentially
rich laboratory of experiments in different governance structures
that may be associated with different policy outcomes. What can
Canada learn from this experience?

Moreover, technological developments seem to be encouraging
further possibilities, even in large countries. For example, holding
instant referendums on virtually every policy decision of any gov-
ernment appears perfectly feasible. Would a move in this direction
be a good idea? Why, or why not? What we get in the form of pol-
icy depends, it seems, on how we collectively decide to organize
ourselves as a society — “institutions rule,” at least to some extent,
as the point has been put. Academics interested in political econo-
my, political activists who want to change policy, and ordinary cit-
izens concerned with what is going on in the world face few
matters more important than deciding how to decide.

Reforming Political Institutions

Perhaps the first and most obvious place to look when considering
who decides is at the formal political institutions in which laws are
formulated and made. Over the years, commentators and analysts
have suggested many possible reforms to the traditional political
institutions of Canada’s Westminster-style parliamentary democra-
cy, seeking many different objectives: to curb the power of the
prime minister’s office (PMO), to reflect the wishes of the people
more accurately, to change the way in which political parties func-
tion, and so on.

Among the many questions that arise in this context are the fol-
lowing:

¢  What would be the effects of introducing a fixed election date,
thus removing what is often seen as a major advantage for the
government in power?
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¢ Would a move to some system of proportional representation
(PR) be desirable?

*  Which of the many possible variants of PR would be prefer-
able?

¢ How might such a change affect the size and growth of gov-
ernment?

¢ Should voting be made obligatory?

* Are coalition governments inherently weak?

*  Would such governments pay more attention to issues of dis-
tribution than to growth?

¢ Would more attention to distribution be a problem?

¢ How would legislative behaviour change if party leaders were
bound by caucus vote?

¢  What difference does it make how party leaders are chosen?

* Does it matter how committees are organized in Parliament?

¢ How should political parties and election campaigns be
financed?

¢ To what extent does the judiciary play a role in the political
process?

¢ How should judges be chosen?

¢ s the system attracting the right people for the job?

¢  What can and should be done to get better people into politics
— or does it matter?

*  Why not select MPs, the members of provincial legislatures,
and municipal councilors, like jury members, by lot?

¢ What are the implications of different systems of setting the
pay of politicians, and how, if at all, should their pay levels be
related to those of civil servants and judges?

*  Would better pay produce better politicians? Better officials?
Better policies?

Some of these issues have been extensively discussed in Cana-
da in recent years. Others have not, but came up in the conference
discussion. Still others, perhaps because they are considered com-
pletely beyond the pale — for example, the idea of selecting repre-
sentatives by lot — do not appear to have been discussed seriously
anywhere. Yet, as revealed in parts of several of the conference
papers — for example, Ron Wintrobe’s discussion of why Canada
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is not a dictatorship, and John Richards’s explanation of why Cana-
da is not like Bangladesh — posing extreme alternatives is some-
times an illuminating exercise. How can one tell if only incremental
change is desirable unless one at least thinks about the implications
of radical change?

Although such blue-sky thinking appeals to some people,
many readers will probably be grateful that this volume’s paper by
Ken McKenzie, which deals specifically with reforms in political
institutions and their possible implications for policy, takes a gen-
erally incremental approach to the subject. McKenzie, like Preston
Manning, focuses on such questions as voter participation and
reforms in parliamentary committees. At one level, his argument is
simply that good policy analysis is never institution-neutral, but
must always be sensitive to the key features of the particular polit-
ical institutions within which policy is formulated and implement-
ed. At another level, however, McKenzie’s argument is that in
reforming political institutions, as with any change, one must be
wary of “unintended” consequences. Drawing on the growing
political-economy literature, he notes in particular that efforts to
reduce the so-called democratic deficit by reducing the (tempo-
rary) monopoly power a majority government holds in our system
might result in more spending than “*we the people” really want.

Whatever one may think of this particular argument, an impor-
tant general point that emerges from the McKenzie paper is surely
right. When an institutional equilibrium exists — as one clearly
does in the astoundingly stable Canadian political system —
changing one component of it usually necessitates changes else-
where in the system. For example, McKenzie argues, if one reduces
the power of the PMO, one had better be prepared to put some
other compensating checks and balances in the system to avoid
unintended changes. As Albert Hirschman (1967) noted years ago,
actions have no such things as side-effects; there are only effects.
Good evaluations of reforms must take into account all relevant
effects, not just those related to the specific objective for which the
reform is made.




8 Richard M. Bird

Comments

In his comments on the McKenzie paper, British economist Tim
Besley, himself one of the leading practitioners of the dark art of
analyzing political institutions, emphasizes that the self-interest
motivation underlying the economic approach, although powerful,
does not tell the whole story. Partly for this reason, he stresses the
importance of the incentives McKenzie emphasizes, and also selec-
tion. What matters is not only what is done, but who does it and for
what motives. Besley further stresses the role of the media in mon-
itoring and exposing what really goes in politics, noting that Bis-
marck’s famous dictum — to retain respect for sausages and laws,
one must not watch them in the making — may be one reason for
our present winter of political discontent in this era of investigative
and sensationalist journalism.

Besley concludes that we do not know nearly enough about
who goes into politics and public service, or why they do so. Of the
Canadians who made such a choice in recent decades, a leading
exemplar is surely Donald Macdonald, inter alia, a former minister
of finance. Quite appropriately, he is the second commentator on
the McKenzie paper. In true Canadian political tradition, Macdon-
ald takes what some may consider a somewhat partisan stand on
the reasons for the present malaise surrounding federal politics,
but he agrees with Besley on the importance of the role of the
media in affecting policy. Macdonald’s spin is interestingly differ-
ent, however, in that he rightly stresses that a key job of any politi-
cian in a democracy is to persuade the electorate that the policies
proposed are correct.

Taking Macdonald’s position further than he may want to go,
readers may perhaps infer from his comments on Ontario’s recent
reversal of policy on the privatization of the electricity market that
the former High Commissioner to London might even accept the
corollary: If the public does not accept a policy, it should not be
implemented, no matter how good it might be in some respects.
Under this rule, would we have a goods and services tax (GST)?
Would we have a free trade agreement with the United States?
Would we be better or worse off as a result? Under our present sys-
tem, if a majority government wants to do something, it can. If peo-
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ple do not like what is done, they can vote the government out in
the next election. As indeed they did. Of course, this is not the same
as saying that a policy should not be implemented until it is accept-
ed. The fact is that we still have both the GST and free trade — if
not the party that put them into effect.

General Discussion

The subsequent general discussion made it apparent that many of
those present were what might be called true Canadians in that, like
Donald Macdonald and indeed Ken McKenzie, they think we are
doing quite well with our present system and no serious evidence
suggests that our existing political institutions require any real
changes. The irreversible policy disasters doomsayers so frequently
predicted as a result of the alleged democratic deficit have not
occurred so far and, many appeared to think, were unlikely to do so.
A carefully considered incremental change here or there might be all
right, but the prevailing idea seemed to be that we can keep on suc-
cessfully muddling through in the future as we have in the past.

A cynic might say that this overall contentment reflects the fact
that being present at the conference was, to some extent, evidence
that one had done quite well under the current system. In contrast
to the general acceptance of the status quo, a vigorous debate arose
in response to Tim Besley’s emphasis on the importance of getting
good people into the political game. Many speakers agreed about
the critical importance of selecting decision makers who somehow
have a sense of what might be called trusteeship, (though no one
seemed to have a clear idea of how to do this). Some were more
skeptical, noting that it does not seem to be a good idea to have a
political system that performs satisfactorily only if managed by
saints rather than by ordinary human beings.

Institutions should, as one participant said, be robust in the sense
that they perform acceptably even if those who run them are not
always chosen from the best and the brightest. The cynic mentioned
above might reflect that, by this test, Canada’s quite good perform-
ance (see, for example, the comparative references in John Richards’s
paper later in this volume) suggests that its current institutions must
indeed, as most of those present seemed to feel, be good.
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Limiting Political Opportunism

In different ways and perhaps to different degrees, all three pre-
senters in the opening session appeared to accept that the people
rule in Canada, and that they should do so. Nonetheless, no matter
how politicians are chosen and no matter the precise details of the
formal political institutions within which they function, the reality
in any large, complex modern society is usually that those who
lead inevitably end up making decisions at some remove from
those whom they supposedly serve. An eternal central problem of
representative democracy is thus how and to what extent to con-
strain political decisions in order to reduce opportunism and to
ensure that, to the extent feasible, politicians serve the public inter-
est rather than themselves or their particular friends.

Among the questions that might perhaps be considered in this con-
text are, for instance:

¢ Is there a place for constitutional limitations on the power of
government — for example, balanced budget rules, limits on
taxation, and so on?

¢ Should Canadians consider a move to a presidential system of
government?

¢ Should the power of the prime minister be limited? If so, how?

¢ Can existing Canadian political institutions be redesigned in
other ways to reduce the room that politicians (and officials)
have to make decisions that are not in accord with the wishes
of their constituents?

¢ Should institutions be so redesigned?

The conference’s discussion of this topic, although focused
almost entirely on the last of these questions, was particularly
interesting and lively, in part because of the provocative way in
which Ron Wintrobe approached the question in his paper on “The
Canadian Dictatorship.”? Drawing on his previous creative analy-

3 The title of Wintrobe's paper is of course a play on the title of a recent book by
Simpson (2001).
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sis of the economics of dictatorship (Wintrobe, 1998), in this paper
Wintrobe considers seriously the proposition some have put forth
recently: that what Whitaker (1977) calls Canada’s natural govern-
ing party at the federal level may, owing to the demise of effective
opposition, have become the eternal goverment party. Although,
unsurprisingly, Wintrobe concludes in the end that Canada
remains a solid democracy, in the course of his analysis he raises a
number of controversial points, such as what he sees as the central
role of the Charter of Rights and Freedoms in counterbalancing
potentially excessive executive power. In Wintrobe’s view, even
the strongest democracy needs to pay constant attention to ensur-
ing the fundamentals of genuine political freedom for all its citi-
zens, not least in times of crisis.

Comments

As Swiss economist Gebhard Kirchgassner says in his comment on
Wintrobe, however, freedom in this sense rests not on democracy,
per se, but on the rule of law. He argues that both democracy and
the rule of law are critical elements in a modern liberal society, but
that the two principles are quite different and sometimes conflict-
ing. This conflict and representative democracy itself give rise to
some potential problems. One way to escape them and to keep
potentially wayward representatives in check, Kirchgassner sug-
gests, is to introduce more elements of direct democracy, as
Switzerland has done.

The second commentator on Wintrobe’s paper, political scien-
tist Tom Flanagan, gives perspective to the concern some people
expressed about “one-party rule” at the federal level in Canada,
noting that the roads to the good state are many, and we are cer-
tainly still on one of them. He also argues that in addition to the
Charter and the rule of law, our Constitution imposes many barri-
ers to dictatorial power. Examples are federalism and the nature of
representative and responsible government.

Like Macdonald, Flanagan appears to view our current politi-
cal system as not perfect but very far indeed from the worst possi-
ble. And like Macdonald and Besley, Flanagan emphasizes the
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great importance of public opinion in a democracy and the need
for those who would change policy outcomes to first persuade the
public that they are right before spending too much time dreaming
up quick institutional fixes that might, they hope, magically turn
policy in the direction they consider desirable.

General Discussion

Much of the general discussion during this session turned on the
difficult and convoluted issue of individual versus group rights
and the role of interest groups in shaping policy. What one partic-
ipant referred to as the “fundamentally anti-democratic” views of
the Fathers of Confederation, as epitomized by their desire to insu-
late the law from the people, seems still alive and well in Canada.
As in the earlier discussion of how to select those who decide, a
number of speakers expressed deep distrust of populism in its var-
ious guises. Few shared either Wintrobe’s very positive assessment
of the role of the Charter in improving Canadian democracy (per-
haps too far left for the Canadian comfort zone?), or Kirch-
gassner’s strong views on the importance of property rights and
the potential role of direct democracy in checking elite power (too
far to the right?).

Reforming the Structure of Canadian Federalism

In the Canadian context, as Flanagan notes, the rough functional
equivalent to some of the checks and balances associated with the
U.S. constitution may be less in judicial oversight than in the
nature of the provinces and their increasing strength over the last
half-century or so. On the other hand, some people argued —
for example, with respect to the health system — that decentral-
ization may not be the solution but the problem. Whichever way
one leans on this argument, Canada’s federal structure has cer-
tainly not lacked suggestions for changes over the years:

¢ Is it possible or desirable for a country to become more eco-
nomically unified at the same time that it becomes less politi-
cally unitary?
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* What are the implications of greater decentralization from fed-
eral to provincial levels when at the same time there is increas-
ing centralization from local to provincial levels?

¢ How might policy be affected by introducing a Senate that rep-
resented provincial interests more directly?

* Does a federal system have to treat all components of the fed-
eration equally?

¢ May some degree of asymmetry be necessary and desirable?

¢ How can a federal system deal with the increasing asymmetry
that results from North American integration?*

¢ Most Canadians now live in cities, which have no significant
role in our present political system. Should they be given more
weight?

¢ How might this be done?

¢ Is there a role for city-regions or even city-provinces?

¢ If more decentralization to local governments is good, why not
go all the way and decentralize more decisions about public-
sector issues directly to citizens?

¢ For example, to what extent can local governance be imple-
mented by groups, such as urban Aboriginals, and not just
those living in territorially defined areas?

Albert Breton is a veteran of many years in the unending Cana-
dian discussion of federalism. In his paper in this volume, he
leaves aside the somewhat sterile and overworked federal-provin-
cial turf wars to take a new and provocative look at more basic
problems in Canadian democracy. To begin, he clearly distinguish-
es decentralization from what he calls federalization (in which pow-
ers that are transferred or delegated to particular levels of
government cannot be taken back) — and then goes on to argue
that what Canada most needs is for local communities to empow-
er themselves.

This argument is, as Breton notes, an extension of his earlier
work (Breton 1996; 2000) and turns, to a considerable extent, on the

4 Although this issue was not discussed much at the conference, some recent
authors consider it. See, for example Bird (2003).
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critical role he attaches to what he calls the “*wicksellian connec-
tion” — the tightness of the connection between decisions on pub-
lic spending and on its financing — in determining whether public
policy decisions are right in the sense of being in accordance with
citizens” wishes. The more closely spending and taxing decisions
are linked by being made by the same body at the same time, the
better government — viewed in its economic manifestation as a
provider of services — will function. Moreover, different govern-
ments can then be viewed as competing to be the most efficient
provider in order to maximize their political support.

Of course, no real-world country perfectly fits this (or any) the-
oretical framework, but Breton (1996) argues that Canada comes
surprisingly close to doing so at the federal and provincial levels.

As he notes in his paper, however, Canada fails miserably by
this criterion when it comes to local governments, which most
directly provide public services. The logical conclusion would thus
seem to be that local governments should become more responsi-
ble for their actions. Drawing on the sociological literature on
empowerment, however, Breton goes on to argue that this can be
achieved only when, as it were, local governments are willing to
rise up, shake off the golden chains of fiscal transfers, and demand
to be treated like adults responsible for making and (as Richards
also suggests, in a slightly different context, in his paper in this vol-
ume) largely financing their own decisions.

The vision of mayors and councils throughout the land march-
ing arm in arm on provincial legislatures to demand less money in
transfers and more revenue-raising power of their own may strike
readers as remote from present reality, which is characterized more
by the outstretched municipal hand than the upraised municipal
fist. Nonetheless, Breton’s key points surely deserve close atten-
tion. First, the local level is where the who-decides question is
most salient to the daily lives of most Canadians. Second, self-
respecting people need to be essentially self-controlled, which
means largely self-financed. And, third, self-respect cannot be
thrust upon one from above; rather, it must be developed from
within and acted upon to secure the respect of others.
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Comments

Robert Inman and Alain Noél, the commentators on Breton’s
paper, recognize the ingenuity and power of his arguments, but
both raise questions about them. Inman, a U.S. economist, doubts
the extent to which even empowered local governments can really
be expected to act in the full interests of their citizens when those
interests obviously extend well beyond local boundaries. More-
over, for reasons essentially similar to those put forward in
McKenzie’s paper, he concludes that it is simply not possible to
have one’s cake (full citizen empowerment) and eat it too (provide
services as efficiently as possible): the democratic deficit cannot be
solved by pretending that this tradeoff does not have to be faced.

In his comments, Noél, a political scientist, first raises some
questions about the real content and meaning of some of Breton’s
terms, such as federalization and empowerment. He then argues
that, although Breton’s approach may have some relevance to a
real community — such as an Aboriginal group, which exists
whether it is recognized or not — local governments in general are
inherently artificial creations and hence an unlikely vehicle for
empowerment, even if one could imagine a way for them to
achieve such a goal. In his words, “empowerment should be left to
truly disempowered peoples and communities.” Whether one
agrees with this position or not, in the end, as Noél says, we can-
not escape politics. By this statement he means the need for some
degree of agreement between the relevant social actors — he
includes the provinces and Aboriginal Peoples, but not cities in
this group — if reforms are to be made in what he sees as more
fundamental issues, such as federal-provincial fiscal imbalance
and more democratization of our democratic institutions.

General Discussion

Perhaps because of the rather unfamiliar framework within which
Breton couched his argument, the discussion in this session was
considerably less robust than one usually encounters in Canadian
tussles over federal issues. Apart from an inconclusive debate over
whether cities were too big or too small to be empowered, one of
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the few points of general interest that participants raised was that
the fundamental question in considering reform of our basic fed-
eral structure may be the dynamic dimension or what might be
called the strength of the error-correction mechanism built into the
system.

As Noél stresses in his comments, a key characteristic of feder-
al systems is that the constitution locks in certain features. This
rigidity is, as Breton also says, one of federalism’s strengths. But it
may also be a weakness to the extent that it means some key insti-
tutional features are blocked from evolving to meet changing con-
ditions. The Swiss, for example, recently revised their constitution,
which dates from 1848, to recognize the reality of urban agglomer-
ations as legitimate participants within a certain range of govern-
mental functions (Dafflon, 2003). Is Canada capable of doing the
same? Should it do so? Such matters have been little discussed.
They should be.

Breaking Out of the Box

Changes such as those discussed in the first three papers present-
ed at the conference would essentially push out the margins of the
existing political system — in some cases, very far out — but they
would not fundamentally change its nature. Apart from Breton’s
controversial but not detailed discussion of a possible newly
empowered role for local communities, none of the papers deals
with, for example, what some consider the key issue of citizen
empowerment. All over the world, one sees the rise of a civil soci-
ety of non-governmental community and activist groups that
some people envisage not as complementing but as replacing con-
ventional governments. At one level, this rise of communitarian-
ism is surprising in a world in which we are told that community
is breaking down — in which we are, in the words of Robert Put-
nam’s 2000 book title, increasingly “bowling alone” — a notion
that Wintrobe explicitly disputes in this volume. Still, the rising
interest in fostering essentially voluntary interest groups — from
single-interest advocacy groups through traditional charitable
organizations to more general protest groups — as a way to aggre-
gate and articulate specific political concerns provides some evi-
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dence of the perceived failure of the existing political institutions.
However, it also leaves many open questions:

Who speaks for ordinary citizens in a complex modern socie-
ty?

What would happen if they had the power to make their own
voices heard and heeded?

What do trends such as those mentioned mean for the tradi-
tional role of political parties in representative democracies?®
Should politicians and officials be made to heed the wishes of
the people through institutions of direct democracy such as ref-
erendums?

What would be the effects of such changes?

Would more recourse to direct democracy alleviate or exacer-
bate the increasing dissatisfaction, or at least apathy, with
which many citizens seem to view our present political institu-
tions?

It is now technologically possible for Canada to have direct
democracy in the sense that every citizen could be asked to
vote (electronically) at any time on any issue. To what extent
should such direct political participation be encouraged?
How would it alter policy outcomes?

Would governments be bigger, smaller, or just different?

How does this possibility relate to political decentralization
and the role of civil society?

A quite different way of thinking about many of the issues

raised here is in terms of moving the margin between the public
and private sectors — that is, to consider the issue of what gov-
ernments should do. To gain a better understanding of the possi-
ble effects of alternative configurations of the political institutions
sketched above, still other questions have to be considered:

5

Canadians may not realize how unusual our system of essentially unrelated
federal and provincial parties is in the world. Parties in Canada often do less
to bring together regional and national interests than to play them against one
another.
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¢ Do new methods of providing traditional public services (pri-
vatization in various forms, performance targeting, and so on)
offer the possibility of, for example, better health and educa-
tion services?

* Should people be allowed to self-select into various forms of
service provision?

¢ What are the dangers and opportunities of multi-tier provi-
sion?

¢  When do the rights of some citizens to opt out of public provi-
sion damage — or help — the right of other citizens to opt in?
This issue comes up with respect to non-reserve Aboriginal
populations, for example, but it is in principle much broader.®

Yet another approach to some of these questions is taken by
John Richards in the final paper in this volume. He begins his dis-
cussion of Canadian government in Bangladesh, which may seem
a strange choice, but his argument leads logically from the impor-
tance of good government for economic prosperity, which he rais-
es in the international context, to some powerful concerns about
the potentially declining quality of government in at least some
parts of Canada. Space limitations preclude describing the many
rich examples Richards offers in his paper, but I can reduce his cen-
tral argument to his three key propositions.

First, a crucial element of good governance is — though he
does not use the same terminology — precisely what Breton earli-
er labelled the “wicksellian connection.” Secondly, in order to pro-
vide some support to poorer communities that cannot finance
nationally acceptable levels of key services from their own
resources at reasonable tax rates, he suggests an interesting set of
ways of securing a quasi-wicksellian link between taxes and
expenditures through means such as selecting good officials and
external monitoring.

Finally, like both Inman and Noél, Richards notes that some
tradeoff between efficiency and other goals (equity or participa-
tion), is inevitable at some level. And he argues specifically that

6 For two interesting explorations along this line, see Tullock (1994) and Frey
and Eichenberger (1999).
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Canada has likely gone too far in the direction of equity for its
poorer provinces, to the detriment of their good governance

Comments

The two commentators on Richards’s paper took very different
tacks. Political scientist Stefan Dupré explores one of the questions
initially posed to conference participants: What does globalization
imply for Canadian political institutions? He spins a fascinating
tale of one of the many innovative ways in which our governments
individually and collectively, have been attempting to deal with
what is often called the knowledge-based economy (which old-
style monarchists may be surprised to learn is what KBE now
stands for among policy wonks).

Dupré tells his story from the perspective of one who has been
closely involved with the events he recounts. As the cases he dis-
cusses show, all of the forces of “federalism, democracy and citizen
empowerment” seem to be interacting nicely in the KBE.

The other issue he raises, however, is the total lack of clarity
about whether the convoluted political and budgetary processes
being followed in this area will result in either good policies or
happy people.

Finally, in the last formal comment in the volume, lawyer and
economist Michael Trebilcock comes out swinging at Richards’s
key proposition that governments perform better if they have to
raise their own funds from their own people. On the contrary, Tre-
bilcock argues, so long as the governments receiving transfers are
responsive to their people, they surely have every incentive to
spend every cent they get, no matter where it comes from, equally
well. And contrary to the small-is-beautiful thread he sees running
through Richards’s argument, Trebilcock further states that the
results of bigger governments (regional rather than local) may
often be more beautiful — presumably in the eyes of the affected
citizens, although he does not make this point clear.”

7 And it would be disputed by many, such as Bish (2001).
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General Discussion

At the conference, Trebilock’s robust defence of what an unfriend-
ly critic might characterize as business-as-usual and the dominant
elite view of politics appeared to strike a resonant note for most of
those present.

A Final Note

Although many of the conference participants displayed a surpris-
ingly high comfort level with things more or less as they are, sev-
eral nontrivial themes emerged as I reflected over the papers
included in this volume and the conference discussion as a whole.

First, as theory and analysis — and as McKenzie’s 2001 lecture
as well as his paper in this volume — tell us, institutions matter.
Jack Mintz’s forward to McKenzie’s lecture puts an optimistic
twist on this conclusion by saying that, since any given set of insti-
tutions can produce different policy choices, policy does matter.
Unfortunately, subsequent work now indicates that institutions
not only matter but, as Rodrik (2002) puts it, “institutions rule” in
the sense of completely dominating policy choices. If one is con-
cerned about improving human welfare, this literature tells us, one
must focus not on policy reform but on institutional reform.

People may care only about results, but if the outcomes we get
depend more on the way in which we decide on policies than on
which policies we decide, we had all better start paying a lot more
attention to institutions. The major objective of this conference was
simply to begin to encourage participants to think a little more sys-
tematically about possible institutional reforms and their possible
policy consequences.

But is this a real problem (or opportunity, as some might see it)?
After all, despite some expressed discontent, pollsters tell us that
most Canadians, like most of those who attended this conference,
still seem to trust their institutions, as Wintrobe notes in his paper.
They may not like the results, but they attribute them mainly to the
unfit crowd in charge, rather than to flaws in the design of the ship
of state. A question expressed several times at the conference was,
how do we get better decision makers? Nonetheless, over the course
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of the conference many participants raised questions, expressed wor-
ries, and suggested alternatives for many levels — for instance, par-
liamentary reforms (in caucuses, committees, staffing), electoral
reforms (in boundaries, in campaign finance, in voting systems), and
what may perhaps be called boundary reforms in both the territorial
(cities, provinces, regions, even international regions) and the orga-
nizational (public-private, civic society) sense.

The way we do these things now developed in the past and
was inevitably shaped by the ideas and interests of the time and by
what was then technologically feasible. Until recently, for example,
only people in the very smallest communities were able to decide
for themselves about most things in the political sphere. Represen-
tative democracy may have many positive merits compared to
direct popular democracy. It may, for example, be more conducive
to reflective, rather than emotive, decisions. It may be capable of
taking a longer view. It may enable us to select representatives
who are somehow particularly able (if only because they have spe-
cialized knowledge) to make good decisions.

All of this may or may not be true. But what is definitely the
case is that in the past, we really had no choice of how to conduct
public business in a large democratic country: it was representa-
tive democracy or nothing. This is not true now. It is technologi-
cally feasible in this country for everyone to be able to vote on
anything at any time — if we want to follow this path.

There may be good reasons why we should not do so and
should instead stick with the tried and true systems we have. But
there are also bad reasons for doing so, including what appears to
be many elites” deep distrust of ordinary people.

In what seems to be a modern version of the ancient rationale
for keeping the poor in that condition in their own interests — give
them a penny more and they’ll just spend it on drink — some com-
mentators seem to think that the last thing any sane person would
do is to give more power to the people. The wail is that they’ll act
emotionally, irrationally, and against their own long-term interests.

It may well be true that people are and would remain rational-
ly ignorant of most public policy issues. It may also be true that
few would be willing to put in the hard work needed to make such
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power-sharing really worthwhile and that the process might —
despite technology — be slow and inefficient (and, perhaps even
more dangerously, be seized and controlled by a self-selected few).
More widespread and direct political participation, like more
transparency in government in general, would not only make the
lives of governments more difficult, but might also bring to the
surface fundamental disagreements on norms and hence increase
rather than reduce conflict. And, of course, it may also be true that
the result would be less growth and more redistribution. Still, are
such concerns sufficiently strong to block further explorations in
this direction?

If democracy, as Churchill once said, is the worst of all govern-
ments except for all the rest, might not the same be true of more
participatory democracy, despite the fact that sharing power is
always a scary exercise — at least for those who now have the
power?

Was P.T. Barnum right when he said there’s a fool born every
minute, and would the fools dominate the rest of us? Or was Lin-
coln right when he said that you can fool all of the people some of
the time and some of the people all of the time, but you cannot fool
all of the people all of the time? Perhaps only time will tell us the
answers to such questions as those raised, though certainly not
resolved, in this volume.
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Many more people than ever before now live in some form of
democracy and have at least some say in how they are governed.
Meanwhile, as in the past 350 years, the most important political

institution everywhere remains the nation-state. At first glance, little
seems to have changed in the basic structure of political democracies.
What an illusion that is.

Closer examination shows us that democratic institutions differ
profoundly in their voting systems, legislative structures, types of party
organization, roles for different levels of governments, relations among

legislatures, executives, and judiciaries, as well as in the levels of

popular participation in the political process.

Out of this mass of differences, are there common threads that, when
exposed, provide an understanding of how decisions are made and by
whom? And are changes afoot that will affect these patterns in ways
that touch all of us in the post-Millenium world?

The answer to both questions is Yes.

The purpose of this rich collection of papers is to present the thinking
of leading social scientists about what these changes are and what they
will mean as the 21st Century unfolds for governments,
nations and individuals.
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