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Abstract: Drawing upon research from a cluster and innovation systems perspec-
tive, we counter the argument that the food industry is a mature and dying
industry and point to evidence of a vibrant, dynamic food sector that has made a
substantial contribution to regional growth. Since the mid-1990s, the most
dynamic component of the Toronto urban food economy has been the small- and
medium-sized enterprises, comprised mainly of specialty, local, ethnic, and
organic food-processing firms that are thriving in response to consumers” demands
for high-quality, local, fresh ethnic and fusion cuisine. However, these newer firms
face challenges, and our results raise the question about how a more stimulating
innovative milieu can be created for them. In answer to this question, we suggest
multiscaled approaches to cluster formation and policy and discuss the implica-
tions of our research for theories of innovation systems, firms, city creativity, and
governance. We situate this “new food economy” within the core literature of
economic geography, seeking to relocate the “agrifood” literature away from a tradi-
tional rural setting to a dynamic city-region context, underscoring the essential role
of the consumption side of agrifood chains. Moreover, we use the food sector as a
lens through which to argue that mature sectors and “ordinary” activities in a city
are every bit as important to the long-term health, viability, and sustainability of a

city-region economy.
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Like many large cities in North America,
Toronto has a dynamic and vibrant food
economy that consists of older, established
traditional permeable Fordist' food compa-
nies like Kraft, General Mills, and Nestlé,
as well as newer post-Fordist food compa-
nies that serve a variety of niche markets.

! Permeable Fordism is a term coined by Jenson
(1989) to describe Canada’s particular form of
postwar economic development. Permeable refers
to the branch-plant industrial structure that is
produced for national markets while being
open to international effects.

The post-Fordist companies serve the rich
(mostly white and middle class), a variety
of ethnic and immigrant groups (not all of
whom are wealthy), and people who are
interested in local and organic food and other
types of high-quality foods (ranging from
students to committed environmentalists and
health and antihunger advocates). Some of
the companies that serve these niche
markets are motivated by social justice and
environmental and health concerns, whereas
others are dictated by the logic of profit.
What they all seem to have in common,
however, is their response to newer political
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and cultural routines that are now part of a
cosmopolitan city-region economy.

In this article, we primarily unpack this
emerging, post-Fordist hybrid food system
from an innovation systems and city-region
perspective. To do so, we situate research
on this “new food economy” squarely within
the core literature of economic geography.
We argue that insights from economic geog-
raphy can help to rescue the growing body
of literature on “agrifood” studies from its
two founding disciplines: rural sociology and
agricultural economics. That said, we recog-
nize that others have made some successful
rescue attempts, especially in terms of
recasting agrifood studies away from tradi-
tional neoclassical views of agriculture
toward a more critical political economy and
political ecology approach. In this regard,
we refer particularly to three main efforts.
The first is the literature on the global food-
production system and commodity chains
(Friedmann 1993; Goodman and Watts
1997; Whatmore and Thorne 1997), which
examines the commodification of food, and
its subset literature on alternative rural
economic systems (e.g., local exchange
trading systems; see Pacione 1997). The
second is the literature on the “quality turn”
in food production and consumption rela-
tionships and more recent research on alter-
native food networks, which have examined
the potential of the “quality” turn for sustain-
able rural development (Murdoch, Marsden,
and Banks 2000; Marsden, Banks, and
Bristow 2002; Watts, Ilbery, and Maye
2005). The third is the literature on inter-
national political ecology, which has focused
on developing countries in the global food
system (Peet and Watts 2004; Paulson and
Gezon 2005). These works have advanced
our understanding of how place is valorized
and how the quality of food is constructed.
Missing from the literature, however, is
the city-region context and knowledge of
how the food sector contributes to city-
region economies in developed countries.

By relocating agrifood studies from its
traditional rural setting into a dynamic
city-region context, we underlie the critical
role of the consumption side of agrifood
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chains. Moreover, we use the food sector
as a lens through which to argue that mature
sectors and “ordinary” economic activities
are every bit as important to the health and
long-term viability of urban economies as
are more “glamorous” high-technology
sectors like telecommunications, genetics,
and biopharmaceuticals. Finally, through
our case study of the Toronto food economy,
we argue that the new food economy is much
more complex than what recent studies on
“alternative” food have implied. The new
food economy is not just a narrow “class diet”
of the prosperous middle class (Goodman
2004), nor is it necessarily all inherently more
progressive and socially inclusive. That said,
we argue that the new food economy still
provides opportunities for social inclusion?
and opportunities for a more viable local
economy. The new food economy can be an
important driver of innovation and an impor-
tant stimulant for city-region development.
In some cases, it complements efforts to
grow, attract, and retain high-technology
firms, and in other cases, it can be an alter-
native to, or a more “realistic” approach for,
a city-region in question. The last sections
of the article recommend several policy
directions and suggest how our research can
contribute to current debates in the urban
agrifood literature. Before we turn to these
debates, however, we start with a tale of
three different firms that process tomatoes
in the region. This discussion provides a way
of thinking about new food economies as
highly variable systems of innovation. These
three companies also yield insights into how
multiscaled regulatory environments shape
certain firm outcomes, as well as highlight
parallel approaches to stimulating local
economic development.

A Tale of Three Tomatoes
In this section, we profile three compa-

nies—Campbell’s Soup, Mr. Goudas, and

2 For a more detailed analysis on opportunities
for social inclusion, see Donald and Blay-Palmer
(forthcoming).



Vor. 82 No. 4 New Foop Economy v ToroNnTO 385
Table 1
Corporate Characteristics that Facilitate Innovation
Indicator Campbell’s Soup Mr. Goudas Thomas Canning
Number of employees 800 100 11 to 60
Organization type Branch plant Head office Single location

Organization structure
some input from the
Toronto office
Access to skilled labor Yes
Annual sales (million $Cdn) Over $100

Human resources sources ~ Limited by the head office

Innovation sources Industry collaboration
regarding standards/

regulations

Vertically organized with  Vertical with strong ties to

Centralized, family based
customer and supplier

networks
Yes Yes
$10-$25 $1-$5

Ongoing process
Close ties to
customers/market
opportunities

Ongoing process
Close ties to suppliers/
customers

Thomas Canning—that we chose because
they represent different capacities for inno-
vation in the food-processing sector in the
Toronto region. All three were part of our
study that examined innovation within the
food and beverage industry in the Toronto
region.® As the second-largest food cluster
in North America, the Toronto food industry
makes a substantial contribution to regional
economic activity. We estimate that in 2002,
more than 232,300 people were employed
in the industry in jobs including food
services, retail, production, and manufac-

5 Innovation Systems and Economic
Development: The Role of Local and Regional
Clusters in Canada (Wolfe and Gertler 2001) was
a five-year study that examined the impact and
importance of cluster-driven innovation in
Canada. It explored how local networks of firms
and the supporting infrastructure of institu-
tions, businesses, and people in regions across
Canada (both metropolitan and nonmetropolitan)
interacted to facilitate economic growth. The
project examined more than 20 economic sectors
across 5 regions in both newly emerging areas
(such as biomedical and photonics/wireless)
and more traditional sectors (such as automotive,
steel, and food and beverage). For our project on
food, the Toronto region was an obvious area to
explore because it is one of the most dynamic
city-regions in North America, having seemingly
made a relatively smooth and successful transi-
tion from a primarily industrial and culturally
monochromic region to a mostly knowledge-
intensive and culturally diverse urban center.

turing (Viduci and McConnachie 2001). In
2002, the food industry recorded $15 billion
in sales (Toronto Economic Development
n.d.). Campbell’s, Mr. Goudas, and Thomas
Canning’s Utopia Tomatoes are part of this
industry.

Campbell’s Soup is a large branch-plant
operation of a company that is headquar-
tered in the United States with annual
sales of over $100 million. Mr. Goudas is a
local company with international supply and
processing connections and sales of $10
million to $25 million, and Thomas Canning
is a small company that processes primarily
for the local market, with sales of $1
million to $5 million (see Table 1).

Campbell’s Soup Canada has its origins
in Toronto’s permeable Fordist branch-plant
manufacturing economy. The New Jersey-
based company arrived in Canada in the
1930s and was a typical example of Canada’s
early twentieth-century import-substitution
industrialization strategy. An important
element of this strategy was the use of tariffs
to protect selected segments of domestic
industries and to facilitate the importation
of equipment and inputs for them. Because
Canada had little in the way of an indige-
nous manufacturing culture (Gertler 2004;
Britton and Gilmour 1978), companies with
head offices in the United Kingdom and the
United States began setting up branch plants
so they could sell their consumer goods to
the Canadian market.
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Campbell’s and its flagship product—
Campbell’s canned tomato soup—was
embraced by Canadian consumers. The
product was seen as modern and progres-
sive—a sanitary, easily stored, and conve-
nient product—symbolic, in fact, of the best
of the postwar, mass-production modern
North American society. Pop-artist Andy
Warhol was made famous by capturing these
daily objects of American Fordist mass
production, and his 1964 Campbell’s Soup
Can silkscreen is one of his most famous
works of art.

Employment at Campbell’s Canada
peaked in the late 1980s, with just over 3,200
people employed in Ontario and Manitoba.
By 1988, the company, like the rest of the
Toronto region’s economy, was under-
going remarkable economic expansion. Few
questioned Toronto’s economic domi-
nance in the national system and its status
as Canada’s preeminent urban center.
However, the end of the 1980s brought a
sea change that began to threaten the
region’s continued prosperity and to chal-
lenge its economic dominance in the
Canadian system. In late 1989, the region
(and, indeed, the country) plunged into a
deep recession. Between 1989 and 1992,
more than 180,000 jobs were lost in the
Toronto region, or more than half the jobs
that were lost throughout Canada during this
period (Gertler 1994).

The signing of the 1989 Canada-U.S.
Free Trade Agreement (FTA) and the
increasing degree of global competition and
continental integration that the FTA
represented certainly had an impact on
Toronto’s economy and U.S.-based branch
plants. It would be an oversimplification to
suggest that the FTA (and later NAFTA—
the North American Free Trade Agreement)
was responsible for all plant shutdowns, relo-
cations, or major corporate rationaliza-
tions; however, most regional economists
now agree that the removal of tariffs in previ-
ously protected sectors was at least partly
responsible for setting a series of industrial
and corporate restructurings in motion
(Gertler 1994; Holmes 1991).
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U.S.-based branch plants (like
Campbell’s) in previously protected sectors
became much more vulnerable to closure or
“downsizing” after the signing of the FTA,
especially those in mature, labor-intensive
sectors that produced a wide range of stan-
dardized products in relatively small produc-
tion runs. With tariffs removed under free
trade, U.S. multinationals with Canadian
branch plants suddenly had more options.
In the case of Campbell’s, the company
reconfigured its Canadian operations to be
part of a continentally rationalized, techno-
logically sophisticated production system
that involved narrowing the line of products
it manufactured in Canada and thus the
number of jobs in the region. Today, just
over 1,500 employees work for Campbell’s
Canadian operations, with about 800 in the
Etobicoke (Toronto-area) plant.

So the post-NAFTA Campbell’s is a
different place than it was 20 years ago.
Changing market conditions, increased
mechanization, and continental rationaliza-
tion have reshaped the company and forced
new forms of innovation. Recent incremental
innovations have included new low-fat and
low-salt serving options and more environ-
mentally friendly packaging as Campbell’s
responds to new consumer demands in these
areas but also capitalizes on its well-known
brand. The end result of this new oper-
ating environment is as has been predicted
in the literature: path dependence, as
evidenced by constrained innovative capacity
in which incremental, not groundbreaking,
innovation is occurring (Grabher 1993). This
situation translates into fewer jobs and less
stability for the local economy.

Mr. Goudas provides a different story and
offers insights and solutions regarding alter-
native innovation pathways. Peter Goudas,
the president of Mr. Goudas, is a Greek
immigrant who came to Canada in 1967. His
company made its humble start in the
basement of a Toronto food store. Today,
the company has 600 products under its own
brand name and 100 employees in its
Canadian operations. Mr. Goudas’s success
and steady growth over 35 years is founded
on the company’s ability to respond to new
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and emerging immigrant markets in the
Toronto area. The company serves many
communities, so that one canned good can
have up to 14 languages on its label. Mr.
Goudas’s innovative capacity lies in its ability
to identify and capitalize on the multicul-
tural diversity of the Toronto area. As
Goudas observed, “because the population
is so varied, there is a high demand for exotic
foods. Our company has demand from the
ethnic market and makes everything from
ackees to bitter lemon to producing twenty
different kinds of beans” (Culture Shock
2004). The company is an exemplar of the
interdependent relationship between local
and nonlocal knowledge flows: embedded
in the local, but global in reach as knowl-
edge flows not only within the local, but also
across global space. Mr. Goudas has plants
in 13 countries, processing beans in Peru,
peaches in Greece, bamboo in Thailand, and
rice in India. It draws upon the rich immi-
grant makeup of Toronto to hire local recipe
makers, language translators, and tasters, but
it also sees the local region as a dynamic
marketplace where it can offer local
consumers “authentic,” culturally appro-
priate food.

Mr. Goudas’s success points to the value
of diversity in economic development
(Gertler, Florida, Gates, and Vinodrai 2002).
Its founder has been called the “emperor of
ethnic food,” “the man for all seasonings.”
His success has been the result of his ability
to capitalize on the multicultural diversity
that is Toronto, as well as on his connections
to international supply, processing plants
and markets. In many ways, his company
epitomizes the new economies and complex
scalar geographies of a “global city” food
processor.

Thomas Canning’s Utopia Tomatoes offer
another insight into innovation in the food
industry. This company is an interesting
example of product innovation and differ-
entiation as it seeks to survive the pres-
sures of globalization. Moreover, it demon-
strates how links can be rebuilt between the
rural and the urban and how sophisticated
urban demands can offer opportunities for
rural development. Thomas Canning began
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in 1933 as a family business, growing and
processing its homegrown tomatoes. Until
the 1960s, operations were labor intensive
and locally focused. By the late 1960s,
improvements in mechanization and new
varieties of tomatoes meant that tomatoes
could be mechanically harvested and
processed, so it was at that point that the
firm shifted its emphasis to processing.

Today, the company is run by Bill
Thomas, the third generation of the family.
The company employs up to 60 people and
has shifted its focus once more. In an
effort to address global market pressures
from California and anticipating the entry
of China into the Canadian food market,
Thomas has responded with a shift from
price point to what he calls “quality, trust,
and sustainability.”

As Thomas explained, the success of
Thomas Canning lies in its ability to “figure
out what we do that is special. . . . We can’t
compete based on volume, but we can offer
value-added attributes, such as quality,
product tracing and tracking, and food secu-
rity” (interview, March 2004). The successful
launch within the past five years of Thomas’s
Utopia certified hand-packed organic toma-
toes is a case in point. This and other organic
tomato products, including canned tomatoes
and tomato juice, are part of the compa-
ny’s move to be, as Thomas put it, “socially
and environmentally responsible” and “to
produce high-quality products with food
safety and quality as [its] paramount goals”
(interview, March 2004).

While Thomas Canning has seen the
demand for these organic products increase,
entering the organic market has presented
special challenges. As Thomas explained,
“unlike the established food retail system
that is concentrated in the hands of four
major players, the organic industry is served
largely by emerging distributors and small
health food stores. As such, it lacks the coor-
dinated marketing mechanisms that raise
brand awareness by consumers. In this
regard, there are huge barriers in getting
processed product into the hands of
consumers” (interview, March 2004).
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Moreover, marketing boards have little
interest in regulating the price of organic
produce because doing so does not fit into
the existing institutional structure, reflecting
the inability of the establishment to capture
new market opportunities. This means that
there is a different relationship between the
processor and the producers in the organic
industry than in the conventional food
processing system. These new market oppor-
tunities require innovative responses and
conventions to meet this new demand. In
the case of Thomas Canning, the demand
has increased so that the producer that
supplies tomatoes to the company now has
to contract out to other growers to meet the
expanding demand. The rapid growth of this
market has been driven by different
consumer concerns, shifting from price point
to quality, trust, and sustainability. For
Thomas, the success of Thomas Canning lies
in the company’s ability to recognize and
capture this market and, at the same time,
to work to improve the capacity of the local
supply chain.

These profiles present evidence of
different and hybrid systems of innovation
within the food industry. On the one hand,
there are examples of the competitive, highly
organized industrial food system that is fully
embedded within the institutional, social,
and political context of Toronto and the glob-
alized food production system. The leaders
in this area include such brand names as
Campbell’s, Nestlé, Kraft, Robin Hood,
General Mills, and Maple Leaf Foods. While
Maple Leaf has its head office in Toronto,
many of the others are branch-plant opera-
tions, vertically controlled with strong head-
office control on major initiatives. These
branch plants collaborate locally with other
large firms regarding regulations and stan-
dards through associations like the Food
Produce Manufacturer and Consumer
Association and the Food Processors of
Canada. Although these companies are not
new, they have restructured since the advent
of free trade and are certainly still major
players in the development of the regional
economy.
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In addition to these firms, there is
evidence of the emerging, yet less-well-
defined hybrid food system, part of the new
food economy. We have defined this new
food economy system as the specialty, local,
organic, and ethnic companies that process
food for either local consumption or for
export. These firms include those that make
artisanal breads, organic frozen meals, vege-
tarian patés, Chinese hors d’oeuvres, and
vegan and kosher samosas. They are all
Canadian owned and the majority of them
generate less than $5 million in annual sales
(although some larger players, such as Mr.
Gouda, generate $10 million to $25 million
in annual sales). In addition, they are all
regionally embedded and serve niche
markets. Some of them are motivated by
environmental, cultural, and social concerns,
whereas others are motivated more by the
logics of profit.

Although multiple factors influence a
firm’s innovative process, some key themes
emerged from our detailed interviews. In
the following section, we report on three
themes: (1) internal firm innovations, (2)
extra-firm formal institutions, and (3) new
extra-firm political and cultural routines.

Innovative Processes

Internal Firm Innovations
(Incremental and Radical Innovation)

Innovation in the food industry occurs on
many fronts. Of the 65 in-depth interviews
that we conducted, 49 were with food
firms that are thought to be innovative in the
region. All of these firms reported innova-
tive firsts,* 7 for the world, 5 for North
America, 17 for Canada, 10 for the region,
and 10 at the firm level. Of the 16 key infor-

mants who were involved in supporting inno-

* As part of the ISRN research project, every
company representative who was interviewed was
asked to report on the company’s innovations and
whether the company’s most important innova-
tion could be considered an innovative first for
the world, North America, Ontario, regionally,
or the firm.
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vation, 6 provided support for world-class
innovations, 2 did so for Canada, and 8 did
so for infrastructure at the regional level.
Company-reported innovations were either
product or process innovations. Product
innovations included new fusion-food prod-
ucts that drew from the multicultural mosaic
of Toronto (for example, Kosher samosas
and Kosher sushi). Other product innova-
tions—in addition to being profit moti-
vated—were responding to the new health
or environmental awareness in the region
(such as the launch of frozen organic entrées
or organic jams).

Process innovations include the intro-
duction of new equipment or methods like
new packaging to reduce production costs.
Several firms also mentioned the develop-
ment of new distribution channels (home
delivery, trade shows, or community-shared
agricultural buying groups) as a way to build
product recognition and to get their prod-
ucts to consumers.

According to the literature, these reported
innovations would fall into the incremental
category (Christensen 1997). However, upon
further reflection, one could also argue
that many of the organic or locally inspired
product and distribution innovations could
be considered radical. For certain firms,
these innovations are radical because they
aim to produce food outside, and in oppo-
sition to, the dominant economic model of
mass-produced, formulaic, commodified
food. These particular firms see their new
food production models as contributing to
what Whatmore, Stassart, and Renting
(2003, 389) argued are nourishing “new
market, state, and civic practices and
visions.” It is here in the literature that a
tension may be seen between different inter-
pretations of innovation within the food
system—Dbetween those who support inno-
vative development within the dominant
agrofood mainstream model and those
who are interested in disrupting this model
by developing “alternative” food geographies
(Ilbery and Maye 2005; Sonnino and
Marsden 2006). This is the economic space
in which cultural, social, and political change
is occurring as new Canadians, health-
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conscious consumers, and “foodies” chal-
lenge the existing dominant, mainstream
food system, a system that does not neces-
sarily welcome many of the players in the
new food economy. The next section begins
to explore how existing “extra-firm” institu-
tions constrain the growth and development
of these newer food firms.

Extra-Firm Formal Institutions

The results from our research in Toronto
confirm that the size and ownership of firms
matter in the innovative dynamic of the
regional food system. Tensions are still
prevalent between a restructured permeable
Fordist food production system and a post-
Fordist niche market system. We found
the existence of a “glass ceiling” for newer
companies, in that they seem condemned to
stay small in terms of the number of
employees and annual sales.

To explain this point, it is worth briefly
reporting on our constructed database of
employment and annual sales for 1,465° food
firms in the region. Our database does not
capture all of the food-processing compa-
nies, since some would not disclose infor-
mation about the number of employees and
annual sales. However, our results provide
a number of observations. First, only 7
companies in the database reported more
than 250 employees, and all of these compa-
nies began their operations before the
1989 FTA. Our database confirms what
many of our informants revealed—that the
growth in the food-processing industry since
1989 has come from smaller food compa-
nies, the majority of them responding to
newer cultural and political routines. For
the remainder of this article, we refer to
these companies as “new-economy SMEs”
or simply “SMEs.” We have similar obser-
vations with regard to annual sales. Of the
202 companies that provided information
about their annual sales, 6 percent reported

®> We created a database of 1,465 food proces-
sors in the region and examined the age of the
companies, the number of employees, annual
sales, and ownership.
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sales of more than $50 million. The majority
of companies (61 percent) posted sales of
less than $5 million per year. Once again,
there is a striking relationship between the
age of companies and annual sales. First, the
10 firms that reported more than $50 million
in annual sales began operations prior to the
implementation of the FTA in 1989. Of
these companies—Casco, Cadbury, Kraft,
Campbell’s, Wrigley, Robin Hood, Griffith
Laboratories, Hubberts (meat-rendering
processors), Kingsmill Foods, and
Italpasta—only the last 3 are Canadian
owned. Second, of the 44 food processors
that began their businesses in the past 10
years, 40 reported sales of less than $10
million. This point provokes the question
that we asked the key informants: what are
the factors—historical, institutional or other-
wise—that prevent these smaller companies
from growing? Before we answer this
question, we explore the historical context
in more detail.

Food processing has a long history in the
region—the oldest active processor in our
database was established in 1858. Similar to
other parts of the world, Ontario’s food-
processing industry followed the path of a
corporate-dominated food commodity chain
(e.g., Winson 1993; Friedmann 1993;
Goodman and Watts 1997; Nestle 2004).
The industry began its significant consoli-
dation and concentration in the post-war
1950s and by the 1980s was facing the
same restructuring and globalization pres-
sures as other regions. By this period, the
dominant, mainstream food industry was
further consolidating operations to benefit
from economies of scale and efficiency which
translated into more profit. Intense consol-
idation has also been linked to oligopolistic
pricing (Winson 1993; Nestle 2004). By
the 1980s, the consolidation in the United
States was so entrenched that four compa-
nies (Kellogg, General Mills, General Foods,
and Quaker) controlled 91.5 percent of the
breakfast cereal market. Comparable
information is not available for Canadian
branch plants because U.S. companies are
not required to divulge information on their
out—of—country operations. However, we can
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assume that the situation in Canada is similar
(Winson 1993), and there is certainly
evidence that free trade agreements, such
as the 1989 Canada—U.S. FTA and the 1994
NAFTA, accelerated consolidation and
rationalization in manufacturing industries
(Britton, Gilmour, Smith, and Steed 1996;
Gertler 1994). American branch-plant
food companies restructured, and many
moved to a continental rationalization model
in light of increased trade flows between
Ontario and the United States.

We suggest that the continental rational-
ization of production has had two effects.
First, these larger branch-plant food-
processing firms are generally smaller and
have fewer people employed in the region
than they did in the past. Lock-in has isolated
these larger players from the newer cultural
and political routines that may be occurring
locally. The head offices that make the deci-
sions are doing so for a mass population from
a great distance and are missing niche oppor-
tunities. This situation brings us to the
second point: the disassociation between
these traditional large firms and the local
consumer base that has actually created a
growing space for newer, regionally
embedded food-processing firms. We
discuss this point in the next section.

New Extra-Firm Political
and Cultural Routines

New cultural and political routines,
then, have emerged in the region and have
helped to shape the innovative dynamics of
the new-economy SME components of the
food sector. Our food research revealed
many examples. The first concerns the rela-
tively new rich multicultural dynamic that is
now Toronto. As Goudas put it so well,
“No other city in the world caters to ethnic
diversity like Toronto. You can find almost
every religion, language and food. . . .
Because the population is so varied, there is
a high demand for exotic foods” (Culture
Shock 2004).

The second new dynamic is the growing
demand for high-quality food and the ascen-

dance of food as a source of health and plea-
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sure. This demand is fundamentally linked
to the growth of the consumer city and the
skilled, educated workers (Glaeser 2005).
These consumers are increasingly drawn to
heritage, organic, artisanal, and ¢erroir-
inspired cuisine, loosely defined as regional
food. As a chef noted: “There is a connec-
tion between food and wine. They come
from the same earth. There are elements
from the soil that complement each other
when eating the food and wine from the
same area” (interview, June 2003).

Toronto baker Shaun (ShaSha) Navesh
founded the Artisan Bakery Quality Alliance
to, “raise the profile of artisan breads,
educate consumers, and sell more artisan
bread to a wider segment of consumers. The
alliance’s core value is the health of
consumers, with an emphasis on crafts-
manship, or ‘bread with heart”™ (Navesh
2006).

In describing the general trend to an
appreciation of high-quality food and the
emergence of a Canadian fooderati, a chef
remarked:

We were tired of being in the Victorian era.
We needed colour, we needed to get away
from turn-of-the-century influences. Then
there was an explosion . . . triggered by an
increased awareness of food. North America
cottoned on to culture as a pastime as well as
necessity—there was a move to celebrate food.
(Interview, June 2003)

Another key trend has been a growing
awareness of the health, environmental, and
social benefits of eating differently. On the
social innovation front, Toronto has estab-
lished its reputation as a world leader in
urban food-security issues through the
Toronto Food Policy Council, with its inno-
vative links to public health units. At the top
of this agenda are concerns about access to
adequate quantities of appropriate food for
marginalized citizens. Health concerns
that are linked to food, including obesity and
diabetes, are near the top of the list for
health. The estimated 2001 indirect and
direct costs of obesity to the Canadian health
care system were $CDN4.6 billion (US$4.1
billion) (Katzmarzyk and Janssen 2004). In
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the wake of multiple food scares, consumers
also have a strong interest in gaining access
to high-quality food (Marsden, Murdoch,
and Morgan 1999). In the course of our
research, a food-policy consultant observed,
“The growing degree of consumer anxiety
about food will cause advocacy groups [and]
business and government groups to change.
The problems are not going away, they
continue to mount” (interview, March 2003).

On the supply side, this anxiety about food
translates into a demand for food production-
consumption chains that invoke trust and
traceability and open up niche-market oppor-
tunities for new-economy SME producers
and processors. In describing his organic-food
family business, an entrepreneur who is
capturing this type of opportunity explained,
“Accountability is what sets us apart. We
can trace product from the field. This ability
improves product quality. We have better
control. We can 100 percent guarantee our
product” (interview, April 2003).

Clearly, then, our results point not only
to the beginning of a dynamic economic
innovation system within the food sector in
this region, but also to the role of softer social
and cultural systems within the innovation
systems. The question is: how can this sector
become part of a more dynamic innovation
system?

Main Challenges to
Toronto’s New-Economy
SME Food Industry

Despite the significant strengths of the
Toronto new-economy SME food industry,
several weaknesses in the food system
became apparent during the course of our
in-depth interviews. First, there is poor
recognition of the value of this sector by
government and more mainstream, legiti-
mate industrial players. In particular, the
new-economy SME food industry is no
longer marginal but, rather, is an emerging
innovative sector that demands the govern-
ment’s serious attention. But, as we
mentioned earlier, the actors themselves
have little awareness of their own impor-
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tance, and their lack of self-knowledge has
led to a relatively low profile in the eyes of
policy makers. This situation has led to a
misdirected policy; as one food policy expert
stated, “In the larger context, the problem
is that within agriculture there is no food
policy in Canada, no conception of an inte-
grated food policy sector. Agriculture does
not understand its place in the food sector”
(interview, March 2003).

As a result, the SMEs lack the ability to
represent themselves, and there are no
coherent avenues through which they can
make their needs known. In contrast, the
large food manufacturers are well placed
to influence the policy and regulations of the
day, as one food processor noted:

The 150 largest manufacturers have had an
association in place for over 40 years (member
companies include Kellogg’s, ConAgra,
Campbell’s, Monsanto, McCains, 3M Canada,
Hershey Canada, Cadbury Adams, Clorox
Canada, [and] Colgate Palmolive). MNCs
[multinational corporations] have the ear of
policy makers. They work closely with them in
the development of food regulations.
(Interview, May 2003)

The new food-economy SMEs do not have
a well-established association to speak on
their behalf, nor do they employ large blocks
of people who they can wield to their advan-
tage. This situation has led to the lack of an
accessible, relevant, and affordable institu-
tional infrastructure so that, as a food
processor stated:

Small and medium [businesses] are significant,
but we are not represented; we need a
voice. . .. How do you leverage that? We have
an amazing, fast-growing industry that people
in it don’t know about. ... We need to cele-
brate and promote it. We need to stimulate
local consumption of local production, make
people aware of the industry. (Interview, May
2003)

The development of nutritional labeling
standards is a good case in point. The asso-
ciation representing large companies
consulted and lobbied the government for
12 years during the process of regulation
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making. In the end, these regulations work
relatively better for larger than for smaller
companies, as a small food processor
explained:

It is frustrating with this new labeling legisla-
tion. It becomes a jurisdictional nightmare
when you try to get answers to a question. o
For example, we need to revamp and design
new [printing] plates to meet these labeling
requirements. We incur the cost of doing this,
but we cannot get anyone to give advice and
approve the plates . . . we cannot afford to do
this more than once. (Interview, June 2003)

Another barrier for these SMEs is the
difficulty and expense of developing prod-

ucts. As one business owner explained:

We have customers that will call/e-mail that
they have read in health journals about the
benefits of a mineral or something, but we
can’t afford to test for everything that could
be a benefit. We need affordable lab tests to
profile our product. It would be nice to have
money to draw from to do this kind of research.
(Interview, April 2003)

In this case, the entrepreneur has created
and identified market opportunities, but
cannot move to fill them because of the lack
of resources. The new food-economy SMEs
also complained that the regulations were
onerous, diverting slim resources away from
innovation. One organic meat processor
explained that the system is not suited to
meet the needs of the new food-economy
businesses so that organic and ethnic foods
can be produced. This problem is exacer-
bated by the relative assets of SMEs and
MNCs. SMEs lack resources to cope with
bureaucrats and to engage in long-term
thinking and planning. As a result, the new
food-economy SMEs do not fit into the mold
that the government uses to interact with
firms. Conversely, the fact that MNCs
have more diverse resources and are better
able to relate to institutions means that the
government works better with the MNCs
than with the smaller players. Simply put,
it is easier for the government to interact
with MNGs, as this government official put
it:
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We have tried to raise this issue [labour
shortage] and the SMEs won’t/can’t see it.
They just fight fires and can’t see down the
road. The larger companies look down the road
and are receptive to training. This is why you
can start these programs with large companies
and then roll them out to SMEs. (Interview,
December 2003)

Inevitably, these one-size-fits-all programs
are ill suited to new food-economy SMEs.

The growing concentration of food
retailing distribution-based chains (such as
Wal-Mart, Lidl, and Loblaws) is also a major
challenge. These chains are not only
supported by current Fordist-inspired regu-
latory regimes across North America, but
are also reshaping them at all regulatory
scales, including the form of land use,
labor laws, and food-quality regulation
(Wrigley 2002). A key issue is that large firms
are reformulating the rules of the game for
small suppliers, transforming traditional
supply chains, making it more difficult for
smaller players to maintain their presence
in the market or for new players to enter it.
As one distributor remarked, “The large
stores buy in large volumes direct from
producers and then they retail it. They have
cut out the distributor. The company is so
big that people have a hard time competing”
(interview, April 2003). As one small-busi-
ness owner explained, his ability to gain
access to high-quality produce is being
undermined by the shifts in the distribution
system. These changes threaten the long-
term viability of the Toronto Food Terminal,
the largest wholesale fruit and produce
distribution center in Canada:

[We] deal directly with the Food Terminal.
We can still get access, but it is not as compet-
itive. It is hard to find the best product all
the time. For the future, [we are] not 100-
percent certain we will be able to continue to
get what we need. Our distributor was bought
by a subsidiary that was bought by Sobeys.®

% Sobeys is a Canadian food distributor and
retailer with over 1,300 stores in 10 provinces
(Sobeys 2006).
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We buy half our groceries from that distrib-
utor. (Interview, February 2004)

Diminished access to the Toronto Food
Terminal and consolidation of the distribu-
tion network pose a serious threat to this
entrepreneur’s viability.

Creating a More Positive
Innovation Environment

We now turn to the question of how to
create a more positive innovation environ-
ment. Our research suggests that disruptive
innovation in the food industry is taking place
largely in new food-economy SMEs that are
focused on the local, ethnic, fusion, or
organic markets. These companies are
moving the industry in a different direc-
tion through their cognizance of terroir, the
sustainability of food, and new demands by
consumers. It is imperative that these SMEs
prosper because they are the catalyst that
jolts the entire industry away from lock-in
(Foster 1986; Christensen 1997; Anderson
2004). However, these firms are not the
legitimate actors in the Toronto food
industry. It is the mainstream agroindustrial
branch plants in the region that tend to influ-
ence policy because they are accessible
and well connected to policy makers.
Given the importance of innovation to
overall economic prosperity, the concentra-
tion of legitimacy in the hands of relatively
less-innovative older, larger firms threatens
to undermine the resilience of the entire
industry (Warrian and Mulhern 2003). Yet
unless the more dynamic smaller players are
given a voice and room to grow, the innov-
ative capacity of the sector is threatened. It
would be to the benefit of the entire sector
if these smaller companies had an improved
operational context. Without these dynamic
players, the industry could collapse under
the strains of path dependence inflicted by
the branch plants. So, how can these new
food-economy SMEs be made more legiti-
mate? In Hanberger’s (2003) terms, how can
they be given the tools to resolve their issues
effectively?
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First, it is essential to boost the sector’s
profile through multiscalar and multidi-
mensional strategies of regional develop-
ment (Morgan, Marsden, and Murdoch
2006; Gertler 2005). At the federal level,
there is a need to adopt a comprehensive
national food policy strategy that includes
the social, health, and environmental
benefits of food. For such a strategy to be
effective, SME food players must be
engaged in its design and implementation.
MacRae, Henning, and Hill (1993)
suggested that a national food policy needs
to be founded on a system that unites agri-
culture, food, health, and sustainability. Such
a policy needs to be consistent with macro-
policy and must be transdisciplinary and
connected to actors at all levels in the food
production-consumption chain. Brazil’s
National Food Plan could provide a model
for Canada particularly in terms of building
urban and rural linkages. Belo Horizonte
Brazil is an example of a multipronged
approach to reestablishing urban and rural
connections and offering high-quality food
to poor families (Rocha 2001).

Developing positive synergies between
smaller local firms and the larger mainstream
players could also create rewards. The
emerging organic industries in New Zealand
and Denmark provide some lessons for
Toronto. In describing organic agriculture
in New Zealand, Coombes and Campbell
(1998) found that both export-based and
locally based organic agriculture had
developed a mutually beneficial relationship.
The benefits include greater respect as
conventional farmers convert to alternative
production methods for larger organic
producers and access to improved pest and
pheromone technologies for small organic
producers as they gain from the research and
development of the larger export industry.
Coombes and Campbell (1998, 141) argued
that the relationship between agribusiness
involvement in the organic industry and
domestic organic production in New Zealand
can be characterized as an example of depen-
dent reproduction, rather than the former
marginalizing the latter.
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Denmark provides another clear example
of how institutional support for emerging
industries, such as organic agriculture, can
have a positive effect. It is a good example
to follow because its history, successes, and
institutional evolution are well documented
(Kaltoft 1999; Michelsen 2001). In
Denmark, the organic industry began in the
early 1980s as a marginal environmental and
biodynamic movement. In 1981, the Danish
Association of Organic Agriculture brought
together farmers, consumers, and other
members of the fledgling industry. In
1988, national standards were used for certi-
fication, and subsidies were introduced. By
the mid-1990s, extension services for organic
farmers were merged with those for conven-
tional farmers, and research centers were
established. By the early 2000s, organic
products were distributed through conven-
tional distribution channels (Kaltoft 1999).
At this stage, the price of organic and
conventional milk was equalized, and the
retail sector added to the momentum of
organic products.” In Denmark’s experience,
organic farming moved from being an
unsupported fringe movement to having
entrenched, institutionalized systems from
farming communities, agricultural policy,
retailers, and food markets. This transfor-
mation occurred in fewer than 25 years.

Second, it is necessary to promote, at
the national and provincial levels, a healthier
food-choice environment through positive
public procurement. There is a need to
eliminate, at all levels of government, arcane

" The Danish case is also instructive with regard
to the role of the retail sector for alternative
producers and processors. In 1993, the biggest
retailing company in Denmark, the COOP,
following the instructions of its board chairman,
decided to reduce the price difference between
organic and normal milk. As a result, sales
exploded, and the dairy giants, which had tried
to squeeze the small, independent producers of
organic milk and dairy products out of the super-
markets and, consequently, out of the market,
were forced to reintroduce organic production
and products. Today, organic dairy products
account for more than 25 percent of the market
(personal correspondence with B. Asheim 2005).
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public procurement directives that limit the
support of locally based and culturally appro-
priate foods. New directives from the United
Kingdom could provide insight here. A
recent U.K. report on school meals
suggested that by refocusing public procure-
ment for schools, hospitals, and jails on local,
sustainable food, these guaranteed local
markets would result in stable markets for
farmers, better-quality food, improved
health for the clients, and diminished food
miles (from field to plate) (Morgan and
Morley 2003). In Canada, a better supply-
side capacity for locally produced food at the
provincial and regional levels could comple-
ment this initiative. Policies could include
a more supportive infrastructure to produce,
process, and distribute local food. An exper-
iment that began in New York City’s Union
Square in the 1970s to reconnect people with
locally produced food has spawned a
network of 42 farmers’ markets across the
city. One-third of the markets are located in
low-income areas in an effort to bring
high-quality food to people in the parts of
the city that are the hardest hit by obesity
and malnutrition (van Donkersgoed 2004).
Educational programs give low-income fami-
lies, particularly single-mother families
and elderly people, nutritional information
about the benefits of fresh food. Participants
receive coupons to buy food from local
markets as a way to experience firsthand the
resources that are available in their own
communities. This innovative program
improves access to healthy food and provides
market stability to local farmers (Strumolo
2004).

Third, federal and provincial investment
in technology is needed to enable the better
traceability of products from field to fork.
With growing concern about food sources,
identity preservation for food sources
provides quality assurance and accords a
competitive advantage. Food fears offer the
chance to introduce traceability technolo-
gies that would enhance connections
between producers and consumers. A
related issue is the need to adopt more
national transparent labeling regarding food
safety and content to support a more sustain-
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able food system and better inform
consumers about their food sources.
Fourth, benefits can accrue to the industry
as a whole through the continued co-loca-
tion of these various agrofood geographies
within the same region. Although the new
food-economy SMEs and the larger branch-
plant companies are built by and large upon
different sets of quality and commercial
conventions, broader evidence supports their
co-location within a region (Malmberg and
Maskell 2002; Rantisi 2002; Taylor and
Asheim 2001). The small specialty firms can
offer path independence to the Toronto food
industry. However, much of this food—and,
by extension, regional reinvention—will
come about only through multiscale gover-
nance approaches like the ones we suggested
earlier. This point leads us to some reflec-
tions on the implications of our research for
theories of cluster policy, innovation systems,
city creativity, and governance, as well as
work in the new alternative food systems.

Conclusions and Implications

Our research has several implications
for current debates in the literature on “alter-
native food,” “ordinary industries,” “realistic”
economic development, and city creativity
and the food planning system. First, there
is an exciting debate in the literature on alter-
native food systems about the extent to
which two different business models of food
production, processing, distribution, and
consumption really exist. Guthman (2004a;
2004b) took on the organic industry in
California, for example, arguing that most
of it is really “organic lite,” since many of the
smaller, environmentally and socially friendly
farms and firms have been successfully co-
opted into a mainstream Fordist agroindus-
trial food business model. Her research
underscores the fallacies of creating false
dualisms between a mainstream agroin-
dustrial food system and an alternative envi-
ronmentally friendly, socially progressive
one. Indeed, many scholars have pointed
to the fuzzy borderline between the conven-
tional and alternative food systems
(Goodman 2004; Morgan 2005; Sonnino and
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Marsden 2006). For one, they suggest that
much evidence exists on the ambiguous
nature of alternative firms and their compet-
itive relationships with more mainstream
agrofood players. They are also concerned
that if one sets up these false binaries, impor-
tant analytical connections are missed.

While we agree with this analysis, we also
suggest that there is still great regional
variation with respect to learning about the
value and sustainability of the new food
economy and its important contribution to
economic diversity in the region. In Canada,
for example, we find that there is still some
analytical value in separating these two food
systems—at least in the first instance—
largely because there is still a major discon-
nect between the emerging SME food
system in the Toronto area (and, we suspect,
in other city-regions across Canada) and the
government-supported regulatory regime
around agrifood in general. This is not to
suggest that researchers should not explore
positive synergies between these two
systems, but rather that there is still value
in clarifying—analytically—how these two
systems may be different because the new
food economy offers such different policy
options for governments at multiscales and
dimensions, from food policy to social inclu-
sion to public health and planning (Donald
and Blay-Palmer forthcoming).

Another important and related reason for
analytically separating these two “systems”
is that it provides policy communities with
an opportunity for real regional learning. In
other words, if we assume that the SMEs
can be explained only through a narrow
cultural interpretation and therefore cannot
be replicated in other places, then what
room is there for improvement in the main-
stream agrofood model? Take the celebrated
Tuscan food system as a case (particularly
the philosophy behind the Slow Food move-
ment).® There has been an ongoing debate

8 The Tuscan food movement exemplifies Salais
and Storper’s Interpersonal World. Founded
on “trust, local reknown, and spatial embedded-
ness” (Morgan, Marsden, and Murdoch 2006,
22), Tuscan agrifood is characterized by small-
and medium-sized farms; diverse, quality prod-
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in the literature as to whether the “Italian”
food story can be replicated, especially in
northern Europe and North America. Those
in the nonreplication camp have argued that
the northern European and North American
cultures are simply too rigid and too focused
on a fast-paced competitive lifestyle for an
alternative food lifestyle to be compatible
with them. Others (e.g., Morgan 2005) have
suggested, however, that this perspective not
only belittles the accomplishments of the
Ttalians with respect to their sustainable and
effective food economy, but also undermines
the possibilities for reframing food policies
in northern European and North American
countries. We tend to agree with this latter
analysis and suggest that there is an oppor-
tunity for institutional learning, which leads
to our second point.

The second major implication of our work
is for a renewed call for “realistic” expecta-
tions in regional cluster studies and analyses
(Gertler 2005; Asheim and Coenen 2005).
It is here where we believe that “ordinary,”
particularly “food,” cluster analysis can
provide great insight. Too many regions now
look to fast-growing high-technology sectors
as if these sectors will be the panacea for
regional economic development. Our case
study has not only confirmed the thesis
that “ordinary” industries matter in regional
economic development, but has also pointed
to the value of studying “food” as a lens
through which to address a host of economic,
social, environmental, and health-related
innovation systems.

The third implication of our research is
related to the literature on city-region
creativity and food systems planning.
Much of the food-systems literature has
tended to examine food from the perspec-
tive of rural development or production-
consumption chains (Kaltoft 1999; Morgan
and Murdoch 2000; Michelsen 2001). While
this work is of great merit and value, we

ucts; marketing networks; and attention to ecolog-
ical concerns. Slow Food captures this sentiment
as “an international association that promotes
food and wine culture, but also defends food and
agricultural biodiversity worldwide” (Slow Food
2006).



VoL. 82 No. 4

argue that much can now be gained from
exploring the connections within the food
innovation system from a city-region
perspective. The literature on clusters and
innovation systems has, without a doubt,
added to our understanding of the role of
the city-region in generating economic inno-
vation (Gertler, Florida, Gates, and Vinodrai
2002; Florida 2002; Kenney and Florida
2004; Bathelt, Malmberg, and Maskell
2004). This literature, for instance, has
advanced our thinking about the value of
city in terms of “buzz” through the dense
concentration of institutions, firms, and other
nonmarket actors; global and local flows of
knowledge and learning; proximity and face-
to-face interaction; and the strength of weak
ties. One area in which this literature has
not been so successful is in examining
some of the more mundane and everyday
aspects of the city in terms of generating
innovation. It is here, as we have argued else-
where (Donald and Blay-Palmer forth-
coming), that we see a symbiotic relation-
ship between “buzz” and boredom in
everyday urban life. Innovation and improve-
ment for economic development can also be
found in the everyday practices, for example,
of food preparation, distribution, and
consumption in a dynamic and evolving city-
region. It seems to us as though the new
directions that are being taken in the liter-
ature on food-system planning, especially in
many of the more dynamic and innovative
city-regions in North America (such as New
York, San Francisco, Seattle, Toronto, and
Vancouver), point to new possibilities for
sustainable economic development. It is
these places that are leading the charge
toward reframing much of the debate on
how the food system can be made more
sustainable in communities. They are
doing so through a better understanding of
the complex multidimensional and multi-
scalar interdependencies between the
internal dynamics of firms around innova-
tion and the broader institutional—as well
as social and cultural—setting within
which we all operate.
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