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OTTAWA — Millions of words have been written about how to stimulate growth and productivity in 
Canada. The traditional focus was all about the big levers of economic policy. Now there is a new 
vocabulary that stresses the importance of informal networks of researchers, entrepreneurs and investors. 

Ireland has become the standard bearer for success with the traditional economic levers, and it has some 
useful lessons for Canada. In the 1950s and 60s, it opened its borders to international trade, and tailored its 
approach to investment, tax and regulatory policies to attract foreign direct investment. It also ensured low-
cost access to higher education. 

The combined effect was a remarkable surge in productivity growth, far exceeding the rates achieved by 
other OECD countries. Average annual growth from 1976 to 2000 averaged 3.3 per cent per year, according 
to a paper prepared for Industry Canada by Pierre Fortin, professor of economics at University of Quebec at 
Montreal. Strong productivity growth made Irish manufacturers highly competitive, relative to their trading 
partners, and therefore triggered strong employment growth, higher incomes and, of course, higher tax 
revenues. 

Clearly, the big policy levers matter for economic success, though Canada has more trouble than Ireland 
getting those levers into a coherent framework. Ireland is a unitary state, whereas, in Canada, federal and 
provincial regulations are not co-ordinated – there is no consensus on the most competitive tax structure and 
there are plenty of inter-provincial barriers to trade. And the incoherence continues: the federal response to 
climate change has created such a policy vacuum that provinces are heading off in different directions on 
emission standards. 

So there will be lots of fodder for the forthcoming report of the Competition Review Panel, led by L.R. 
Wilson, former chairman of Nortel Networks and BCE Inc. The panel was asked to give advice on 
Competition Policy and Investment Canada. Mr. Wilson said in April that the final report will “outline a 
broader competitiveness agenda, identifying roles for government, business and universities.” It will be 
interesting to see how far the report goes in addressing the human interactions that are driving innovation. 

Universities and businesses are at the heart of the informal networks that are so critical to the creative 
process that spawns new, high-growth firms. The networks are the hot spots where ideas collide and 
synergies are identified. Researchers can talk to entrepreneurs, experienced business leaders and venture 
capitalists. Their conversation is loaded with tacit knowledge – not the content of journal articles. 

These people live in such different worlds that they would not be likely to meet spontaneously, hence the 
need for intermediaries who understand the innovation process and can create meeting places that attract 
people from the academy, business and finance. 

Two intermediaries who know how to create the missing connections are telecommunications billionaire Sir 
Terence Matthews and the MaRS Discovery District, whose chairman is Dr. John Evans. Both men 
understand Canada's innovation weaknesses all too well, though their modi operandi differ. 

“Canada is an increasingly barren landscape for building technology companies,” Sir Terence told Gordon 
Pitts of the Globe and Mail at the end of May. “My ecosystem is different because I'm pretty much able to 
fund it myself.” He funds it in two ways: first by recruiting promising young graduates and then by giving 
these young people direct access to the expertise in his diverse business empire, including the marketing 
channels of seasoned telecom suppliers like Mitel Networks and the venture capital specialists at Wesley 
Clover. 

Mr. Evans identifies three weaknesses in the innovation process: a lot of ideas (intellectual property) are 
sitting in inactive files, none of the research-based institutions have the critical mass to become leaders in 
commercialization and there are too few receptors on the business side. The MaRS Discovery District pools 
the marketing and commercialization resources of three universities and 11 teaching hospitals to strengthen 



commercialization capacity. 

But MaRS goes well beyond marketing. Its spectacular building at College and University in downtown 
Toronto is becoming the cross roads where all the parties to the innovation process can meet. MaRS is 
creating informal networks which cross both disciplinary and sectoral boundaries. It also offers social and 
learning environments through courses like Entrepreneurship 101 and offers mentoring and incubating 
opportunities for small and struggling businesses. 

So where do governments come in? First, they can be champions for the new ideas the networks generate 
and for the networks themselves – what author Richard Florida would call the new creative class. Second, 
they need to think hard about how to foster the patient capital that successful startups need to become high 
growth companies that are Canadian owned. And third, like Ireland, they need to get the big framework 
policies right, including a tax structure that fosters savings and investment. 

Ideas are now the essential raw material for growth and productivity. Informal networks are the 21st century 
version of the blast furnace, where raw ideas are formed and developed into products and processes that will 
drive the high growth businesses in our future.
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