
EYES ON THE PRIZE

An antidote to “jobless recovery” lies in

tapping Canada’s big equity pools

TED JACKSON

A
ny way you count it, $500 billion is a lot of money. That’s

how much money is pooled in Canadian pension and mu-

tual funds today. And very little

of it is available for small business and com-

munity economic development.

Well-paid fund managers in Toronto,

Montréal, and Vancouver argue that they

create jobs by investing in high-performing

blue chip companies, i.e., the big, publicly-

traded corporations that have dominated

our economy for decades: mining and oil

firms, communications companies, real es-

tate, and “old economy” manufacturers.

There’s a problem with this logic,

though. For too many years those same

fund managers have, through their invest-

ment decisions, actually rewarded compa-

nies that downsize, off-load, and

re-engineer out their employees, with all

parties chanting the mantra of globalization

and competitiveness. The result of this and

other dynamics, particularly technological change, has been what

the business press embarrassingly refers to as the “jobless recov-

ery,” and the economic carnage we see all around us.

It is true, of course, that CED and small business involve high-

risk investing. Fund managers who claim that putting money into

this sector jeopardizes their clients’ future do have a point.

But it is only one point. Investing only a very small portion (say

1%) of these huge capital pools in emerging local enterprises, with

due diligence exercised and management advice provided in tan-

dem with the money, would not fundamentally put any pension

plan members or mutual fund unit-holders at risk. And the social

dividends accruing to our communities and households would be

very significant.

But the web of laws, regulations, and advertising hype relating

to pension-fund and mutual-fund investment renders these capital

assets virtually invisible and untouchable - almost mystical in the

eyes of the general public. Getting access to these funds (our funds,

by the way) for job creation seems an insurmountable task.

Hard work, yes; insurmountable, no. The locus of control of

trusteed pension funds lies with provincially-

funded institutions: government ministries

and crown corporations, municipalities, uni-

versities and colleges, social services, police

forces, and hospitals. Former and current

employees of these institutions are mem-

bers of retirement systems which, nation-

wide, account for two-thirds of the $300

billion in assets managed by Canada’s larg-

est 100 pension funds. The unions and asso-

ciations of these workers, and the

governance structures of the institutions -

including provincial and municipal govern-

ments themselves - should become the

sites of struggle over investment policies in

this sector of the financial services industry.

In the mutual funds sector, control ap-

pears to rest with the big funds, many of

which are sponsored by the chartered

banks. Canada’s ten largest mutual funds manage nearly two-thirds

of the $188 billion in assets held by more than 70 member-funds of

the Investment Funds Institute of Canada. The boards of directors

and the unit-holders of the large funds are therefore key pressure

points for change.

At the same time, there are individual funds which are likely to

be amenable to moving faster on investment-policy reform inter-

nally and to championing the necessary regulatory changes.

Among pension funds, those in which unions enjoy full or joint

control or those whose governing bodies are more responsive to

social concerns(e.g., universities and churches) can be early agents

of change, though it may not come easily even in these cases. Ethi-

cally-screened mutual funds and those sponsored by credit unions and

caisse populaires are also likely to be more responsive to reform efforts.

L A B O U R & C A P I -T A L

Reforming laws & regula-

tions to permit equity funds

to engage in investment for

local jobs is a major chal-

lenge. The good news is that

we have highly skilled profes-

sional resources to draw

upon . . . . With focus & co-

ordination, it can be done.
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Still, reforming the complex network of laws and regulations to

permit these funds to engage in investment for local jobs is a major

challenge. However, the good news is that we have highly skilled

professional resources to draw upon among ethical investment bro-

kers, chief executives of labour-sponsored venture capital funds,

and financial and legal professionals in the credit union sector. With

focus and co-ordination, it can be done.

In the short term, pension funds should do more debt financing

of mid-size companies that are not traded on stock exchanges. Eco-

nomic policy consultant Tessa Hebb has identified the lack of pri-

vate loans, guarantees, and other debt products available to

mid-size firms to be a significant constraint to the growth of the

American economy. We have the same problem here. In Canada,

the labour venture funds could work with pension funds to develop

appropriate, rapid responses to this specific capital gap.

Ultimately, as Andrew Jackson of the Canadian Labour Con-

gress has argued, the “jobs crisis is the result of an unbalanced and

out-of-control capitalism, and democratic re-regulation is the neces-

sary response.” The Congress has proposed the establishment of a

National Investment Fund - financed by a set aside on the assets of

financial institutions, including pension and mutual funds - to sup-

port sector development banks, community economic develop-

ment, and worker co-operatives. “Relatively low-cost and long-term

capital has to be directed towards job-creating investments,” he writes.

Advocates of investment policy reform were intrigued by recent

events surrounding the purchase of the Toronto Sun Publishing

Group by the huge Ontario Teachers’ Pension Fund. Seeking to re-

verse the Sun‘s notoriously anti-union perspective, the teachers’ un-

ion went on the offensive. “We have a vested interest,” said the

teachers’ federation president Bill Martin, “and we will be pursuing

that interest. It is our position that we should have people on the

[Sun] board.” This story continues, but the opening exchange pro-

vided a bracing counterpoint to the takeover, and makeover, by

the political right of other newspapers across the country.

Keep your eyes on the prize: the big equity pools. Remember

whose money is in those pools. It is yours, ours. And prepare for an

exciting decade of activism to open pension and mutual funds to

CED and small business. Focus for change.
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Been Out of the LOOP?

M
aybe you’ve been working overseas. Maybe CED fell off your organization’s agenda. Or maybe

you’re an eager newcomer to the field. Whatever the case, you may feel a bit out of touch

with recent, prominent initiatives and issues in the practice of community economic

development in Canada.

It is with you in mind that the Centre for Community Enterprise launches CONTACT -

a series of CED readers comprising some of the finest practitioner reports we have published in

the last five years. Selected from the pages of Making Waves: Canada’s Community Economic

Development Quarterly, each article takes you straight to the point - what’s worked, what

hasn’t, why, how, who, and where.

The first volume of this series is now available: Tools, Strategies, & Structures for Community

Renewal ($25), with 20 authors and over 30 articles offering you the straight goods on

improving your community practice. Steven Haberfeld on organizing. Flo Frank on human

resource planning. Stewart Perry on innovative funding. Mike Lewis on the integration of

training and practice. Cornelius Guenter on community-based recycling.

Special offer to Making Waves subscribers! Purchase Tools, Strategies, & Structures

for Community Renewal before February 1, 1997 and we will extend your subscription

by one issue (a value of $7.50).

To order, contact CCE Publications, 4656 Margaret Street, Port Alberni, B.C. VY9 6H2

(tel) 250-723-1189, (fax) 250-723-1922. Remember, if you are not satisfied with this product or any other

CCE resource, you may return it for a full credit!
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