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The failure of many of the largest domestically-controlled corporations to survive is 
examined by reviewing the scale of turnover from 1973 to 2003. To account for the 
degree of change, the analysis configures the defunct enterprises into six parables of 
perdition. 

 
 
 The final quarter of the twentieth-century was characterized by contradictory trends in Canadian 
business. Despite cyclical changes, the economy grew at a stronger pace than was the case for most of the 
industrialized nations. In contrast, productivity rates lagged behind the levels achieved in western Europe 
or the United States. Numerous Canadian firms, which traditionally had focussed upon the domestic 
economy, evolved into multinational enterprises and, in a few cases, transplanted their headquarters 
abroad. Concurrently, with lower trade barriers and the transition to NAFTA, foreign firms penetrated 
activities dominated by domestic companies. Trade and investment patterns became continental in scope, 
while mergers and acquisitions swelled the size of major corporations. Analysts heralded the transition to 
a ‘new economy’ dominated by service and technologically-advanced enterprises, even as a growing 
proportion of the biggest Canadian firms were located in resource or trailing-edge sectors. 
 
 Large corporations, as Chandler (1977, 1990) has noted, were key in the construction of 
competitive competencies for their national economies vis-à-vis other countries. One measure of 
economic success is the ability of companies to remain independent and sufficiently large-scale to enjoy 
status as ‘big businesses.’ Longevity represents another useful measure, not only of the performance of 
individual firms but of institutional viability. Volatility and turnover among the large enterprises within a 
country’s business system suggest a failure to construct durable positions. However, a key feature of this 
era has been the disappearance of the most prominent Canadian firms. These have included household 
names such as Dominion Textile, Eatons, Hiram Walker, Massey-Ferguson, and Seagrams. The Financial 
Post noted that just 16 of the 40 companies on its 1964 list of big firms survived to the top 500 firms of 
2003 (National Post, 2004: 36). 
 
 All things end, of course, for organizations as well as natural life. Turnover and failure are natural 
concomitants of economic development. This study examines the demise of big Canadian firms during 
the final quarter of the twentieth-century. Initially we review the database that enabled us to identify and 
gauge the leading corporations. We then highlight the degree of turnover since 1973. The bulk of this 
essay then explores some of the rationales for corporate death and change. 



 

 
Gauging Demise 

 
 Although change among the leading Canadian firms has garnered considerable media attention, 
there has been limited scholarly research. The available academic studies, ignoring the issue of turnover, 
have tended to deal with cross-sectional portraits of the business elite at single points in time (Porter, 
1965; Clement, 1974; Carroll, 1986). The economic foundations of corporate status and dominance have 
been explored in some interesting studies (see Bryce and Nadeau, 1977; Caves, Porter, Spence and Scott, 
1980). Popular accounts have been anecdotal in nature or have dealt with the passing of well-known 
enterprises. The compendia generated by financial publications have emphasized the positions of firms in 
a specific year. They also have had numerous lacunae, inconsistent categorizations, and gaps in coverage. 
 
 To examine the turnover among big Canadian corporations, those enterprises must first be 
identified. Author A has, over the past decade, constructed a database about the firms in the Canadian 
economy for seven sample years stretching from 1916 to 2003. The dates were similar to those utilized in 
surveys for other countries (see Chandler, 1990; Chandler, Hikino, and Amatori, 1995). The population 
was determined from diverse materials: Financial Post Corporation Service publications, Moody’s and 
Poor’s manuals, the Annual Financial Review, the Blue Book of Canadian Business, Report on Business, 
Dun and Bradstreet compendia, archival collections, company records, government papers, Statistics 
Canada reports, periodicals, and secondary sources. Owing to regulatory policies about information 
disclosure, asset size was used to map the companies. Prior to 1962, Canadian firms often did not release 
data that would permit surveys by alternate indicators. Size by assets also has been the gauge most 
employed by historians, although financial or accounting practices may distort rankings (see Chandler, 
Hikino, and Amatori, 1995). 
  
 A ‘corporation’ was defined as an establishment (or group of establishments under common 
control) that, as a distinct operating entity, reported information to public authorities. Following the 
approach taken in the historical literature pioneered by Chandler, consolidated subsidiaries, holding or 
investment vehicles were excluded from formal rankings of the largest firms. Primary and secondary 
activities were categorized by the U.S. Standard Industrial Classification schema. Ownership and 
amalgamations, transitions to investment or holding vehicles, and changes in nationality, were tracked to 
map shifts in control. 
 
 Corporate growth is conditioned by the traits of domestic markets. The number of large Canadian 
firms was limited prior to 1973 and at lower ranks corporate assets decreased sharply. Only in the closing 
quarter of the twentieth-century did the size of domestic firms expand dramatically, owing to mergers and 
international expansion. Thus, while other researchers have focussed upon the largest 100 or 200 firms in 
a market, more finite clusters are appropriate for Canada. Two overlapping groups, the top 50 non-
financials and 25 manufacturers, retained pre-eminent stature. Those groups respectively accounted for 
two-thirds of the total assets of the largest 100 non-financials and 75 industrials. Despite their importance 
in the economy, when contrasted against American firms, the Canadian companies appeared diminutive. 
None of the top 100 non-financials could have belonged among the 200 biggest American firms during 
1973, 1988, or 2003.  
 
 The industrial composition of the leading firms was analogous to the patterns that unfolded in the 
United Kingdom, rather than the United States. Approximately half of the non-financials were not located 
in manufacturing but in transportation, communications, utilities, or retail services. American firms in 
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Canada dominated the advanced sectors (petroleum and chemicals, electrical machinery, transport 
equipment). Their positions often had been entrenched by drawing upon the expertise of the parent 
companies. Domestic firms did try to penetrate those industries but their survival proved fleeting. 
Canadian-owned industrials, in contrast, were clustered in: lumber products; pulp and paper; primary 
metals; foodstuffs; and printing and publishing. The companies emphasized goods with established 
demand traits and production characterized by economies derived from known techniques. 
 
 The characteristics of the companies also contribute to an explanation of their ownership 
dimensions. The rise of big business in the United States was associated with the diversification of 
ownership and a transition to management by salaried professionals. A relatively disproportionate share  
Table 1  Stability and Change Among the Largest Canadian Firms, 1973-2003 
  
 Firms New Acquired Control passed Control passed Exited 
 remained domestic by other from domestic from foreign due to 
 in firms domestic to foreign to domestic size/ 
 group joined interests interests interests status 
Top 50 non-financials 
1988 vs. 1973 31 15 3 4 8 2 
2003 vs. 1988 21 27 10 12 2 7 
Top 100 non-financials 
1988 vs. 1973 53 43 21 6 4 20 
2003 vs. 1988 36 59 28 23 4 13 
Biggest 25 industrials 
1988 vs. 1973 17 6 2 3 2 3 
2003 vs. 1988 12 13 4 6 0 2 
Biggest 75 industrials 
1988 vs. 1973 35 38 17 5 2 18 
2003 vs. 1988 28 44 16 18 2 13 
 
 
of the biggest Canadian firms remained under the control of entrepreneurs, their heirs, or major investors. 
Operating in a moderate-sized country and in mature industries, the firms had lower requirements for 
skilled professionals or capital investments. The economy was fragmented by geography, ethnic and 
income patterns, and trade or regulatory barriers – enabling many firms to maintain stable positions in 
regional markets. 
 
 Several issues conditioned membership within the groups of big enterprises. A company could 
drop out: if it had smaller assets relative to other firms by a subsequent sample year; if it was liquidated or 
was converted into a holding or investment vehicle; or if it was acquired by another entity. A corporation 
might join the groups through: internal growth; acquisitions; or if the locus of control shifted from foreign 
to domestic interests. The scale of turnover is captured imperfectly in Tables 1 and 2. Because it is 
correlated to company size, we present the patterns for four groups: the biggest 50 and 100 non-financial 
enterprises, and two overlapping groups, the top 25 and 75 manufacturers. The data in the tables 
understate the degree of turnover. Incremental ownership changes are not indicated. An acquisition also 
was not classified as ‘eliminated’ until it was actually consolidated into a new firm. It should be noted 
that outright bankruptcy was rare but and therefore attracted intense interest when it occurred. 
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 Table 2 illustrates the magnitude of the shift that unfolded after 1973, an era when many firms 
crashed and burned. Among the two groups of the largest Canadian companies, just two-fifths of the 
samples survived. The broader samples (the top 100 non-financials and the biggest 75 industrials) 
illustrate another phenomenon: the scale of turnover accelerated at lower rankings. Equally important, the 
table shows that more than half of the current leading firms have entered the relevant groups since 1988. 
Alterations in the mix of the largest firms are concomitant on economic evolution and it might be argued 
that the rise of new technological sectors and services would account for the turnover. Not so. The 
sectoral mix of the biggest domestic companies did not fundamentally alter. Canadian firms remained 
clustered in the same industries; only the actors changed, not the forums in which they played. 
 
Table 2  Survival and Longevity Among the Largest Firms 
 
   Percentage from 1973 Group Percentage of 2003 Group 
 1973 1988 2003 1973 1988 2003  
 
Top 50 non-financials 100 62 40 40 46 100 
Top 100 non-financials 100 52 29 29 37 100 
Biggest 25 industrials 100 68 40 40 44 100 
Biggest 75 industrials 100 53 24 24 39 100 

 
 

Explaining Demise 
 
 Media commentators focus upon personalities or single issues as factors in the decline of business 
empires, but the process rarely has been driven by simple determinants. Rather, complex sets of factors 
and personalities unfolded over time. Archival research and case analysis tend to document several 
patterns that occurred among the array of fallen firms. We present these tendencies as six parables of the 
morphology of Canada’s business necropolis. Given length restrictions, we have chosen only a few 
examples and have condensed the developments. In addition, the reader should recognize that more than 
one parable sometimes contributed to the fate of a specific enterprise. 
 
1. The Parable of the Ninety-Pound Weaklings 
 
 Major corporations often exerted market power in the Canadian economy during the first half of 
the twentieth-century. The most numerous group of firms that dropped out of the rankings tried to grow 
or be adaptive as those conditions altered. Ultimately, they proved too small to survive in an increasingly 
concentrated market and many could not handle competitive demands as their industries became more 
global in scope. Some are still around (Metro-Richelieu, Provigo). Others (Husky Oil, John Labatt, 
Federal Industries, Tridel, Scott’s Hospitality, and many others) have been merged into other domestic or 
(more frequently) foreign firms. 
 
 Pacific West Airlines (PWA) was a prime example of the disappearance into mergers by many 
Canadian Lilliputians. Founded in 1945 by bush pilot Russell Baker, as Central British Columbia 
Airlines, the firm operated small aircraft on contract, for surveying and the government. The acquisition 
of Queen Charlotte Airlines and of Canadian Pacific Airlines’ Mackenzie routes, in the 1950s, added 
scheduled passenger services. Baker’s death in 1958 brought a change in ownership and a gradual shift in 
focus from freight and contract work to passenger services. This strategy was confirmed in 1967 with the 
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purchase of a fleet of Boeing 737s, allowing the development of a route structure serving the western 
provinces. The Alberta government acquired a majority equity position during 1973, alleging the 
possibility of a takeover by ‘eastern interests.’ However, until this ownership bloc was privatized a 
decade later, it did not intervene in corporate decision-making and its participation aided lobbying efforts 
to secure route extensions. 
 
 The dominant carrier, Air Canada, had developed a complex network, particularly in the populous 
eastern regions. In anticipation of deregulation and determined to catch up, PWA’s executives launched a 
series of takeovers that would convert the firm into a national carrier. Canadian Pacific Air Lines, 
Nordair, Eastern Provincial Airways, and Wardair were acquired between 1985 and 1989. These 
operations were consolidated under a new enterprise, Canadian Airlines International (CAI), which used 
the CP Air logo and code index. CAI was controlled by PWA, which was reconfigured as a holding 
company 
 
 From the beginning CAI’s situation was demanding. CP Air was undercapitalized, had relied 
upon subsidies from its parent company, and had lost money for much of 1970 to 1986. Wardair was 
heavily leveraged and had negative equity value when purchased. CAI needed strong domestic routes to 
serve as feeders for its international operations. However, numerous routes from the acquired firms did 
not link up, had small volume, or were unprofitable. CAI ordered $1.6 million in new aircraft(along with 
options and operating leases on other machines) to service the system. The firm funded the takeovers and 
equipment via a mix of security issues, rendering CAI heavily debt-laden by 1989. 
 
 Across the next five years, CAI’s losses mounted and its line of credit was run down. Air Canada 
advanced a merger proposal in 1992 but backed out of the deal, citing the opposition of the federal 
government and the costs associated with $7.7 billion of debt in the capital structure of a combined 
enterprise. CAI was temporarily ‘rescued’ in 1994 when AMR, the parent company of American Airlines, 
made an equity investment that gave it a 35 percent ownership stake. In return, CAI agreed to adopt 
American’s reservations system, operations technology, and promotional arrangements. 
 
 The firm was again in dire financial straits by 1996 and unable to make an operating profit. 
Operational restructuring followed with reductions in employee costs and fuel tax rebates, as well as fees 
paid to AMR. To create a cash ‘bridge’ while the plan took effect, a moratorium on debt repayments was 
imposed. The economic crisis in Asia during 1997 then compounded the problems, because routes to that 
region accounted for 30 per cent of CAI’s capacity. When the federal government suspended competition 
policy rules, the firm’s directors reluctantly agreed to a takeover by Air Canada.  
 
 CAI illustrated the inability of many firms to achieve sufficient size and thus survive in a more 
open or global context. It should be noted that the executives for a subset of this group of the disappeared 
understood that competition in their industries was changing beyond recognition. They accordingly sold 
the assets to return the capital to the shareholders. Slater Steel and Harris Steel were sold in the face of a 
changed technology. Dominion Textile, dominant in the national market from the 1870s to the 1980s, 
reinvented itself as a global producer of high-end fabrics, such as denim. Yet the board of directors sold 
the assets and terminated the firm in 1997. Within a few years, almost all large textile firms in North 
America, including the purchaser, were either bankrupt or in Chapter 11. In textiles, China, with its low-
wage labour force, swept away any competitive advantage that they had developed. In the past, textiles 
and steel were bellwether sectors; they emerged and merged before later industries. Their fate may again 
be indicative of the future. 
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2. The Parable of the Threadbare Princes 
 
 The second largest group are termed the ‘threadbare princes’ because the managers treated the 
core strategy of their firms as an idée fixe. The construction of any large enterprise is difficult, as the 
founders elaborate a viable ‘recipe,’ which combines value-laden activities that are attractive to clients. 
Once the recipe has been perfected, executives can be loathe to alter the components and may downplay 
the importance of environmental shifts that invalidate the established approach. This group of firms stuck 
fast to the old formulae despite new competitors and altered industry dynamics. Dominion Stores, CP 
Forest, Donahue, Consolidated-Bathurst, Spar Aerospace, Canada Packers, Gulf Canada Resources, 
Hiram-Walker Resources, Canadian Utilities, and Moore are among the numerous examples. Often, their 
considerable fixed assets, combined with poor performances, made them sitting ducks for acquisition. In 
several cases, the acquisitors saw the firms as static assets that could be exploited for financial returns, not 
as organisms that needed management that could interact with the competitive environment. 
 
 MacMillan-Bloedel (MB), Canada’s sixth largest manufacturer in 1973, reveals this parable well. 
MB originated during the 1920s when H. R. MacMillan acquired sawmills in British Columbia, newsprint 
mills and a shipping firm. In 1951, MacMillan merged with Bloedel, Stuart & Welsh, because of the huge 
timber tracts Bloedel had accumulated. MB added the Power River Co., the largest newsprint producer in 
the province. In a joint venture with E. P. Taylor of Argus, it launched British Columbia Forest Products 
Ltd., with lumber mills throughout the province. By the 1960s, MB also owned sawmills and paper and 
box manufacturing facilities in Europe, South America, and the Pacific Rim. It established a leading 
research and development facility and garnered a reputation for forest stewardship and product 
development. 
 
 As the biggest corporation in British Columbia, MB was often viewed as a case of market power. 
In fact, the North American industry was fragmented, with numerous mills capable of meeting increments 
in demand. This situation tended to propel price fluctuations and lengthy periods of excess capacity. MB 
actually accounted for a small share of supply to the American or Japanese markets. It also emphasized 
wood pulp, newsprint, and lumber – commodities quite sensitive to price or demand changes. 
 
 Intending to consolidate the firm’s position, the executives launched a takeover bid for Domtar 
during 1978. The scheme was derailed when Canadian Pacific Investments made a bid for MB because 
the firm had the largest timber holdings in the country. Opposition from the government and the MB 
board blocked that initiative but two years later the firm was targeted again – by Noranda. Already a 
major resource firm, Noranda’s executives thought an upward movement in wood prices during the 1970s 
augured good future earnings. Acquisition of MB also was intended to deflect a takeover launched at 
Noranda by Brascan. Noranda acquired majority ownership of MB but Brascade Resources, a Brascan 
subsidiary, gained control over Noranda a few months later. 
  
 The ownership shift occurred just before real prices for forest products began a twenty-five year 
downward trend. Despite periods of improvements, usually linked to expansion of residential construction 
or exchange rate shifts, financial returns deteriorated. Noranda forced a massive downsizing and 
streamlining of MB’s management group. However, following the reorganization, the firm’s executives 
functioned semi-autonomously and they focussed on the existing product mix. Aggregate sales expanded 
but a permanent improvement in profitability, like a mirage, seemed near but was far away. As equity 
earnings eroded, the firm’s reports advanced a litany of slogans that assured improvement: ‘making 
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progress,’ ‘making change work,’ ‘closing the gap,’ ‘reinventing relationships,’ ‘restructuring the 
company.’ MB’s executives were confronted, on one hand, by new obligations to deal with pollution 
control and forest regeneration, while, on the other, they had to achieve new efficiencies and cost savings. 
 
 As part of a withdrawal from the sector, Noranda sold off its MB shares in 1993. Taking 
advantage of an improvement in market conditions, MB’s managers indicated their intention to reduce the 
dependence on commodity grades and to move up the value chain. Too late. The debt load sharply 
increased as new activities were acquired in the United States. The regeneration effort collapsed in 1997 
with another drop in lumber demand, forcing new cuts that included the liquidation of subsidiaries and 
even the closing of MB’s vaunted research and development facility. The stabilization of the firm’s  
Table 3  Ownership Status of Surviving and Eliminated Firms 
     
   Surviving firms Eliminated firms 
   Total Widely-held Closely-held Total Widely-held Closely-held 
Top 50 non-financials 
1988 vs. 1973 31 19 12 19 10 9 
2003 vs. 1988 21 15 6 29 2 27 
Top 100 non-financials 
1988 vs. 1973 53 19 34 47 3 44 
2003 vs. 1988 36 18 18 64 12 52 
Top 25 industrials 
1988 vs. 1973 17 6 11 8 2 6 
2003 vs. 1988 12 7 5 13 2 11 
Top 75 industrials 
1988 vs. 1973 35 11 24 40 6 34 
2003 vs. 1988 28 12 16 46 6 41 
 
 
finances ironically made it an attractive takeover target, again, and in 1999 Weyerhaeuser purchased the 
company. Financial analysts thought the deal was a good one and did not blame the managers. Rather, 
MB’s problems had resulted just from the ‘weather’ –  unpredictable environmental conditions. The 
reaction of H. R. MacMillan’s daughter, Jean, was more to the point: “Daddy would roll over in his 
grave” (Brown, 2003: 79). 
 
3. The Parable of the Family Jewels  
 
 Ownership often became a contributing factor in the turnover of leading firms. Table 3 segments 
the companies that survived or disappeared according to whether they had dispersed equity stakes or were 
closely-held (an investor or investor group controlling more than 20 percent of the voting stock). Closely-
held enterprises proved especially susceptible to elimination. Controlling interest by families or major 
investors does not axiomatically lead to weakness. In countries like Spain and Italy, closely-controlled 
firms prospered at the national or multinational level (see Chandler, Hikino, and Amatori, 1996). 
Nonetheless, there is a risk that the ‘gene pool’ of talent will run thin or that income maintenance from the 
‘family jewels’ will assume dominance over the priorities integral to corporate regeneration. This 
phenomenon surfaced in the histories of Dylex, Ivaco, Maclean-Hunter, Simpsons, Southam, and 
Woodwards. It is well represented by the experiences of the Oshawa Group, a tale of third-generation 
failure. 
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 The Wolfe family emigrated from Lithuania to Canada early in the twentieth-century. Max Wolfe 
bought a wagon and supplied produce to small grocers or sidewalk vendors in Toronto. With the aid of 
his brother, Maurice, he founded the Ontario Produce Company, a venture that expanded into the 
wholesale import, export, and exchange of fresh fruit and vegetables. Most family members worked for 
the firm but by the early 1940s Ray Wolfe, Maurice’s son and a graduate of the University of Toronto, 
emerged as the heir apparent. Ray broadened the product range and network of clients by acquiring 
Oshawa Wholesale (re-titled the Oshawa Group), a distributor of grocers, confectionaries, and health and 
beauty aids. 
 
 Grocery chains were important clients for Ontario Produce but during the post-war era the 
systems began to integrate vertically, bypassing established wholesalers. Concurrently, independent 
grocers found it difficult to compete against the chains, which could achieve superior economies from 
joint operations and bulk purchasing. Ray secured a Canadian franchise from the Chicago-based 
Independent Grocers Alliance (IGA), which gathered independent grocers under a single identity and 
marketing approach. Across three decades he built up a large clientele (peaking at 30 percent of the 
independent grocers in Canada) who adopted the IGA logo, bought supplies from the Oshawa Group and 
paid a royalty on sales. Ray then expanded the firm in a diverse set of operations: Food City grocery 
stores, Towers department stores, Kent and Drug City pharmacies, health and beauty outlets, regional 
suppliers, and real estate.  
 
 The enterprise provided numerous employment opportunities for the prolific Wolfe family. Most 
never worked anywhere else but few Wolfes demonstrated executive talent. In addition, voting shares in 
the Oshawa Group were restricted to family members who were employees. Other relations could only 
hold non-voting shares, a policy that divided the family into ‘ins’ and ‘outs.’ Ray Wolfe kept tight 
management control and forced out those who seemed less competent. He owned one-fifth of the voting 
shares and retained the proxies for the other voting blocs. When he suddenly died in 1991, he was 
replaced by Alistair Graham, a loyal lieutenant, with the expectation that Ray’s son, Jonathan, would 
succeed. 
 
 The changeover became problematic because the firm’s performance had been deteriorating for a 
decade. The Oshawa Group remained a wholesaler with strong regional divisions and a portfolio of quasi-
related operations. Its responded slowly to competition and the inter-personal relations constructed with 
independent grocers deteriorated as the firm grew. After the company sold several warehousing 
operations, franchisees complained about inconsistent treatment, poor delivery services, and deteriorating 
merchandise. Meanwhile, a leadership crisis unfolded. Jonathan Wolfe, erratic and changeable, 
questioned the caretaker management of Alistair Graham. Many directors and managers though his sister, 
Elizabeth, or Ray’s niece, Rhoda, had more talent. The splits became so severe that the Boston Consulting 
Group was hired to mediate a new shareholders’ agreement in 1994. Jonathan was incensed by one term 
of the new pact, the creation of a ‘family council.’ Headed by Harold Wolfe, a long-time opponent of 
Ray, the council demanded that the Oshawa Group be operated as a public company with professional 
managers and independent directors. 
 
 With no clear leader to reconcile the parties, bickering characterized family council sessions. 
Other relations resented the loss in shareholder value across the previous two decades and the decreasing 
employment of family members in the business. When Harold was injured in an accident during 1999, a 
cabal of Wolfes used his incapacitation to arrange a sell-out to Empire Co., the holding enterprise for the 
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Sobey’s retail and real estate activities. The Wolfe families received about $250 million in the $1.5 billion 
takeover, a sizeable sum but a modest return on decades of investment and effort. 
 
4. The Parable of the Lost Souls 
 
 “All that you inherit from your father, you must earn in order to possess,” Goethe’s Faust 
observed. This group, a subset of the Family Jewels, is given a separate category because of the 
extraordinary effort owners sometimes took to squander their birthright. Prominent examples include 
Edgar Bronfman Jr., the Eaton brothers, and most recently, Conrad Black. Traces of the lost empires 
remain, usually in real estate, but of Steinberg, once Quebec’s premier grocery chain, nothing remains. 
While the tale bears similarities to that of the Oshawa Group, the outcome was far more cruel. After the 
death of the founder, Sam Steinberg, in 1978, the “family dynasty racked by jealousy and back-stabbing” 
(Gibbon & Hadekel, 1990: 1) ravaged one of Canada’s largest privately-held firms (supermarkets, 
department stores, restaurants, food wholesaling, catalogue showrooms, pharmacies, and real-estate) into 
a basket case. 
 
 Sam Steinberg saw the firm as an extension of his family. Nepotism was the guiding principal, 
and for him, it worked. But he did not prepare the firm to function without him. Sam failed to pick a 
successor, probably because he wanted a son but had four daughters. First a non-family, long-term insider 
was appointed president, then external professionals. Their decisions were subject to the approval of 
Sam’s daughter Mitzi, who was involved in the department store division, and her husband, Mel Dobrin, 
Chairman because he was family. The Dobrins dominated the family trust that, in turn, controlled all 
voting shares and used their power to override the professionals. In 1985, after a confrontation with 
Steinberg president Irving Ludmer, who was successfully turning the firm around after it had fallen from 
the first to the third largest Quebec supermarket chain, Mitzi quit, and henceforth agitated to sell the firm. 
Her two sisters did not agree, but after several years of bitter feuding, treated by the press like a soap 
opera, the sisters, weary of the infighting, agreed on a buyer and a price. To finance the sale, the new 
owner dismembered the empire and sold off the pieces. Other closely-held firms (McCains, Birks, or 
Canadian Tire) have descended into cat fights, but family members paused, vaguely reconciled, and 
preserved their firms. The Steinberg sisters lost the store. 
 
5. The Parable of the Sand Castle Builders  
 
 On the brow of a hill overlooking Toronto, stands Casa Loma, a grand estate constructed for Sir 
Henry Pellatt, which had forty servants, a private telephone exchange, and kitchen ovens capable of 
cooking an entire ox. The financier became wealthy through land speculation and a monopoly on the 
provision of electric power to Toronto. However, his fortune evaporated even as the castle, the symbol of 
his presumed business acumen, was completed. After several attempts (including an auction of the 
furnishings) to maintain the expensive structure that he and his wife occupied for only nine years, Sir 
Henry signed ownership over to the City of Toronto in payment of his taxes. In like fashion, some firms, 
after initial successes, imploded from over-expansion and debts accumulated by their empire-building 
owners. For Campeau, Wardair, Cineplex, Laidlaw, and Olympia & York this was accomplished by the 
founders themselves. 
 
 In terms of the liabilities amassed by these players in ‘Spam-a-lot,’ Olympia & York (O&Y) still 
holds the Canadian record. One chronicler described the firm’s fate (US$10 billion in write-offs) as the 
“largest private financial failure in world history” (Foster, 1993: 10). In its first phase, O&Y, privately 
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owned by the Reichmann brothers, built and managed low-rise warehouses in Toronto. In 1965, they 
acquired part of the crumbling empire of developer William Zeckendorf and took on large-scale 
office/retail complexes in Canadian cities, culminating with First Canadian Place, Toronto, for the Bank 
of Montreal. In 1977, they bought major buildings in Manhattan and organized the successful Battery 
Park complex, gaining a reputation “as possessors of almost superhuman commercial wisdom” (Foster, 
1993: 50). And they remained private, not subject to public disclosure. 
 
 Success usually breeds caution, as acquisitive desire is counterbalanced by a dread of losing hard-
won gains. The compulsion to take over-sized risks in pursuit of over-sized payoffs separate sand castle 
builders from corporate conservators. Focusing again on Canada, in the 1980s they diversified their 
holdings by acquiring Abitibi-Price, Gulf Canada, and Hiram Walker Resources, among others, leaving 
these firms loaded with debt and under the management of financial experts. In 1987, O&Y took over the 
proposed Canary Wharf project in London. Adding to the debt load, the following year they bought 
debentures in Campeau Corporation, which was trying to buy Federated Stores in the United States. In 
1991, they took control of two-thirds of Campeau, a position that lost O&Y $600 million. Bankers began 
calling in their loans. In March 1992, the Reichmanns admitted they could not met the debts. The empire 
was dismantled by its creditors who, to the complete frustration of Paul Reichmann, dumped the 
properties when market conditions were the worst in two decades. Ironically, had the debt holders waited 
two years the monies would have been recovered fully and the Reichmanns would have emerged bruised 
but still very wealthy. 
  
6. The Parable of the Undead 
 
 Not all of those that departed from the ranks of leading enterprises became extinct. Trademark 
identities frequently continued to be employed after the original companies disappeared, such as Canada 
Trust or Dominion Stores. A legal shell might survive as an investment tool and, like Canada Bread or 
Hollinger Consolidated Gold Mines, occasionally be reborn as a vehicle for the construction of a new 
empire. Several companies (like Massey-Ferguson, Laidlaw and Roman Corporation) were not eliminated 
outright but declined or entered bankruptcy and then lingered on in a form of half-life. Still providing 
employment or investor income, the operations withered with time, becoming shadows of their former 
greatness. They lurched from one crisis to another, surviving but losing viability. 
 
 The archetype of this tale of diminution is Algoma Steel. Founded in 1901, demand for its 
primary product, steel rails, benefited from railroad construction and tariff protection. Control passed to 
American investors who were unwilling to raise the capital necessary to make the firm an integrated 
manufacturer with a diversified product portfolio. The modest earnings were consumed by debt charges. 
Algoma collapsed into bankruptcy during the 1930s, enabling financier James Dunn to seize control. Sir 
James undertook a ruthless reorganization, rebuilding the enterprise, abetted by government contracts and 
subsidies. 
 
 Dunn’s strategy remained in place for nearly fifty years as Algoma serviced pipeline and railroad 
construction. Despite attempts to upgrade manufacturing, the firm remained committed to its traditional 
goods and had weak productivity. Sales collapsed during the 1980s, forcing capacity reductions, cash 
conservation, write-offs, and cuts in wages and benefits. Although the firm edged back into profitability, 
the shareholders agreed to sell Algoma to Dofasco in 1988. Dofasco thought it could expand production 
capacity cheaper by acquisition. However, the merger turned into a debacle. With its cost structure and 
debt load, Algoma could not generate sufficient cash to meet its obligations and threatened to bankrupt 
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Dofasco as well. Dofasco wrote off its $713 million investment in 1991 and refused to provide further 
support. 
 
 With no serious buyers, a shutdown was expected but an employee buyout was sponsored by the 
provincial government. The firm resumed operations with 5,000 employees, half of the workforce from a 
decade earlier. A resurgence in demand and productivity gains restored it to profitability. To raise $500 
million for overdue modernization, new securities were floated and the employee stake was reduced from 
60 to 24 percent. The reconstruction effort crumpled when competition triggered serious losses after 
1999. ‘Agony Steel,’ as it was now derided, filed for creditor protection in 2001 when the available 
liquidity was exhausted. After an equity for debt exchange, it emerged nominally profitable, with 2,000 
employees and real revenues (adjusting for inflation) that were about 45 percent of the level achieved two 
decades earlier. Bankruptcy failed to drive a stake through the firm and three years later, seemingly rising 
from the grave, it groped to clasp another near-corpse, Stelco the former industry leader. 
 

Conclusions 
 
 The record of the past does not provide a good augury for the future of Canadian big business. It 
may seem self-evident but the very largest firms usually were the most likely to survive across the period 
of 1973 to 2003. The lower a firm’s rank by assets, the more likely it was displaced, either by competitive 
action or by acquisition. However, the remaining ‘traditional’ Canadian firms are few in number and 
some have become takeover targets: Hudson Bay Company, Molson, Noranda, Stelco. 
 
 Canadian capitalism has been characterized by a system of personal management, where 
enterprises were controlled by families or closely held by major investors. However, in the final quarter of 
the twentieth-century, these firms often no longer could cope with the competitive environment. Indeed, 
the period after 1985 was an Armageddon for the most prominent closely-held corporations. Of the 32 
‘dominant’ families identified by Diane Francis (1987) as having a ‘controlling interest’ in the Canadian 
economy,’ 18 had disappeared by 2003, 4 presided over withered empires, and 2 were exiting by the stage 
door. Only 9 still controlled stable or prospering enterprises. The members of the final group (like the 
Westons, Sobeys, or Southerns) stand out because the outcomes that afflicted others have been avoided, 
thus far.  
 
 The surviving large firms usually mastered several issues emphasized by Chandler (1977, 1990). 
The owners (albeit sometimes reluctantly) came to accept the ascendancy of professional managers and to 
recognize that administrative fiat by less-than-competent owners was not wise. Family members often 
held executive positions but, over time, their ability to assume senior positions increasingly were tied to 
managerial capabilities, rather than inherited status. Organizational health and strategic coherence 
became entrenched concerns, rather than an emphasis upon the maintenance of owner income. Marginal 
or older activities were liquidated and new lines of business were developed. It is also significant that 
means were found to ensure a responsiveness to external forces. This could be achieved in alternate ways: 
floating securities in markets, appointing external directors, or entrenching objective performance 
measures. These adjustments decreased the possibility of unilateral or vanity actions by owners and 
legitimated decision-making based primarily upon the criterion of enterprise welfare. 
 
 The companies that declined or failed often were seen by their managers or dominant 
shareholders as personal fiefdoms, a view that blinkered them to larger issues associated with industrial 
competition. Instead, they used their power over the firms to feed their personal ego needs or would 
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conservatively persevere with past ‘successful’ strategies with the goal of maintaining market position or 
earnings. Still, as the ‘Parable of the Ninety-Pound Weaklings’ illustrates, even proactive firms 
sometimes were left defenceless owing to shifts in the competitive environment. 
 
 Successful economic development, Porter (1990) has suggested, entails movement from factor- or 
investment-driven activities to those that are innovation- or knowledge-laden. The bulk of the current top 
companies remain based in same areas that have characterized their predecessors across the twentieth 
century: mature and trailing-edge activities. A greater proportion of the biggest non-financials now is 
located in the resource-oriented sectors than any time since 1930. In particular, attracted by market 
conditions, the single largest cluster is focussed upon energy production, a sector that historically been 
characterized by waves of foreign takeovers. Technologically-advanced activities usually have been 
dominated by foreign enterprises. Domestic firms, while they did attempt to build positions, rarely lasted 
for more than a generation and never successfully displaced foreign first movers. Canadian firms certainly 
have been established in emergent sectors but these initiatives remain atypical and their fates problematic, 
as recent events for Biovail, Bombardier, and Nortel have starkly illustrated. 
 
 As Canadian markets have become international in scope, foreign ownership or control has 
expanded in areas once dominated by domestic companies: food and beverages, forest products, primary 
metals, retailing. It is significant that many of the biggest Canadian firms are located in industries that still 
have regulatory or ownership restrictions: communications, financial services, publishing, transportation, 
utilities. As markets are further liberalized, if our parables of perdition are indicators, new turnover cycles 
will unfold. Choose your flag.  
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