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Under-Secretary Sous-secrétaire

August 9, 1989

The Right Honourable Joe Clark
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for External Affairs
Ottawa, Ontario
K1la 0G2

Dear Mr. Clark,

I have the honour to submit for your consideration the
Department's latest annual report.

It is submitted in accordance with the provisions of
the Department of External Affairs Act, which requires that
reports of the Department be submitted on a fiscal year basis.
This report, therefore, covers the period from April 1, 1988 to
March 31, 1989.

It is my pleasure to add that the Overview section of
this year’s Report has been recorded onto audio cassette and
will be available to the visually-impaired.

Yours sincerely,
_J'H’lxz(7 lev
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Overview

The year under review, from April 1, 1988, to March 31,
1989, was an eventful one for both Canada and the global
community at large. For Canada, it was a time of active
participation and leadership in a wide range of newly
energized multilateral endeavours, as well as that of the
ratification and entry into force of the Canada-U.S. Free
Trade Agreement. For the international community gener-
ally, it was a year characterized by the marked diminution
of East-West tensions, and a concomitant series of changes
on both sides of the East-West divide and in the Third
World.

Improving relations between the two superpowers were
both cause and effect of the easing of a number of major
problems. The destruction of Intermediate-Range nuclear
weapons, required by the 1987 intermediate-range Nuclear
Force (INF) Treaty, was begun by both sides, and Strategic
Nuclear Arms Reduction Talks (START) were held be-
tween the two, before the United States general election
forced their temporary suspension in September. At the
United Nations in December, U.S.S.R. General Secretary
Gorbachev announced unilateral cuts planned for Soviet
conventional forces, and followed in January, at the Paris
Conference on Chemical Warfare (CW), with a promise to
destroy all Soviet chemical and biological weapons. In
January the review conference in Vienna of the Conference
on Security and Co-operation in Europe (CSCE) concluded
successfully, which in turn gave birth to a further series of
East-West meetings on everything from conventional force
reductions, which started in March, to human rights. As a
member of the 40-nation Geneva Conference on Disarma-
ment, Canada welcomed all these developments, and was
directly active in the CW conference, the CSCE meetings
and the new talks on conventional force reductions in
Europe. As the year ended, Canada was working closely
with the new Bush administration and other allies on the co-
ordination of new approaches to these developments, in
anticipation of NATO’s imminent, and very timely, 40th
anniversary summit.

The new climate in superpower relations had a positive
influence in other areas, where Canada had interests at stake
and was directly involved.

In particular, a new, more constructive Soviet approach
to the United Nations and an enhanced American apprecia-
tion of the organization’s potential contributed to such
successful UN enterprises as the UN Iran-Iraq Military
Observer Group (UNIIMOG) supervising the Iran-Iraq
ceasefire, and the UN Good Offices Mission in Afghanistan
and Pakistan (UNGOMAP) team sent to observe the Soviet
Union’s withdrawal from Afghanistan, completed on
schedule in February. Canada participated in both UN
groups, :

This renewal of the UN’s activity in peacemaking and
peacekeeping was evident in the Secretary-General’s role in
the Iran-Iraq ceasefire, and in the progress made towards
the implementation of the Security Council’s decade-old
Resolution 435, calling for the independence of Namibija. A
U.S.-brokered agreement among South Africa, Cuba and
Angola, in August, paved the way for the implementation of
the UN’s independence plan for Namibia, put together
earlier by Canada and the other four countries of the UN
Contact Group; by year’s end, Canadian troops were
arriving in Namibia as part of the UN Transition Assistance
Group (UNTAG), set up to oversee the transitional arrange-
ments.

Elsewhere in Africa, the news was not so encouraging.
The civil war in the Sudan intensified, while continuing
famine and drought in Ethiopia did little for Sudanese
refugees and aggravated the bitter conditions of the Eritrean
war.

In South Africa, internal intransigence gave way to a
more ambivalent state of affairs, in which the erosion of
petty apartheid and vague official rhetoric about further
reform co-existed with the unmistakable persistence of most
major legal and institutional pillars of apartheid, and the
fourth year of the state of emergency. Internal violence
subsided somewhat, but the destabilization of Front Line
neighbours, if anything, increased. South Africa seemed to
be relying almost exclusively on its deal on Namibia to
enhance its international image, until late in the year, when
President Botha suffered a stroke, F.W. De Klerk became
the new party leader, and speculation about new
constitutional reforms again began to circulate.

The Commonwealth Foreign Ministers” Committee on
South Africa, chaired by the Secretary of State for External
Affairs, Joe Clark, met in Toronto in August and in Harare
in February, where they pursued their work on the crucial
questions of sanctions and propaganda. Canada’s own
selective economic sanctions were adhered to, and the
government increased its resources devoted to aiding the
victims of apartheid and to promoting black-white dialogue
among South Africans.

In the Middle East, as the “Intifada” uprising in the West
Bank and Gaza continued largely unabated, new and more
moderate positions were adopted publicly by the Palestinian
Liberation Organization (PLO) on Israel’s right to exist and
on terrorism, shortly before Canada assumed its seat on the
UN Security Council in January. In March, Canada dropped
earlier restrictions on its diplomatic contacts with the PLO,
while continuing to encourage movement by both parties
towards an appropriately structured peace conference, along
with other Western countries. Canada did not accord recog-
nition to the Palestinian “state” proclaimed by Chairman



Arafat at the Arab Summit in Algiers in November, but did
explicitly recognize the right of Palestinians to self-determi-
nation in the context of peace negotiations.

After marking time through much of 1988, the Central
American peace process showed signs of new life in early
1989. At a Central American summit in El Salvador, in
February, Nicaragua committed itself to important domestic
political reforms and democratic elections in February of
1990. The other republics agreed to break up the Contra
forces, based largely in Honduras, but at year’s end, details
were still scarce; the civil war in El Salvador itself was, if
anything, intensifying. Throughout, Canada worked closely
with the parties and the UN Secretary-General, in consulta-
tion with Spain and the Federal Republic of Germany, with
a view to assisting with any arrangements for international
supervision which might be part of a final peace plan.

On the other side of the world, in Southeast Asia, the
Vietnamese began a phased withdrawal of their forces from
Cambodia, the scene of earlier international supervisory
activity by Canada in the 1950s and 1960s. Improved
relations between Moscow and Beijing seemed to enhance
serious but, so far, inconclusive efforts on the part of both
Indonesia and Thailand to foster a political settlement
arnong rival Cambodian factions, a settlement likely to be
built, if at all, around Prince Sihanouk. Canada has encour-
aged this process in its consultations with its interlocutors in
the Association of Southeast Asian Nations (ASEAN), and
would be willing to assist with any properly configured
international supervisory scheme that formed part of a
comprehensive Cambodian peace settlement.

During the year under review neither the Commonwealth
nor Francophone summits met, but it was eventful nonethe-
less. Mr. Clark chaired meetings of the Commonwealth’s
Committee of Foreign Ministers on South Africa in Toronto
and Harare, Zimbabwe, in August and February respec-
tively. In September, TV-5, the international French-
language satellite television channel, went on the air in
Canada, and preparations began for the first Francophone
Games; they will be held in Morocco in July 1989.

The fight against international terrorism, particularly in
civil aviation, remained a high priority for Canada in
1988/89, and the Lockerbie Pan American plane tragedy
was a poignant reminder of the great difficulties and
dangers involved. Montreal is the locale of the headquarters
of the International Civil Aviation Organization, where
Canada has led the search for effective international
counter-terrorism measures; this issue was also addressed
by leaders at the Toronto Economic Summit in June 1988.

Canada has been in the forefront of international efforts
to deal with the spread of AIDS and, during the year, was
again a generous contributor to the World Health Organiza-
tion’s Global Program on AIDS. Similarly, Canada took an
active part in work to halt international narcotics traffick-
ing, contributed again to the UN Fund for Drug Abuse
Control and, as a member of the UN Commission on
Narcotic Drugs, participated directly in the elaboration of
the December 1988 Convention Against Illicit Traffic in
Narcotic Drugs and Psychotropic Substances.

International economic and financial overview

The world’s economy performed better than expected in
1988. Growth in industrialized countries and newly indus-
trialized economies (NIEs) remained buoyant despite the

October 1987 global stock market correction, and growth in
the seven countries of the Economic Summit accelerated
above the pace set in 1987. Important progress was made
towards improved international economic policy co-ordina-
tion, and a significant alleviation of external imbalances
among the major industrial countries was apparent. More
recently, however, rising inflation rates and a stalling in the
reduction of external imbalances suggested difficult chal-
lenges ahead for policy co-ordination.

With an estimated growth in volume for 1988 of 8.5 per
cent, world merchandise trade far outstripped the 5.25 per
cent of the previous year and equalled the record high
growth rate for the decade, reached in 1984. This achieve-
ment marked four consecutive years of accelerating trade
growth and six consecutive years in which world trade grew
more rapidly than world production. Accompanied by
moderate inflation in the industrial countries and strong
investment-led expenditure growth, trade-related invest-
ment and production were leading sources of growth in the
continued global economic expansion. Canada shared in the
general growth in the world economy and in global trade in
1988. The Canadian trade surplus declined somewhat, as
exports increased in line with global trends, and imports
increased more quickly, reflecting the appreciation of the
Canadian dollar over the past year.

The high point of Canada’s economic relations with
other developed countries was the Toronto Economic
Summit of the seven major industrialized nations, held in
June.

On that occasion, the Prime Minister joined with the
leaders of France, U.S., UK., F.R.G., Japan, Italy and the
European Community, in discussions designed to
strengthen the world economy and foster economic and
political co-operation. The issues dealt with included the
progress in multilateral trade negotiations and the reduction
of trade barriers, agricultural subsidies, international debt
(particularly in the context of the challenges facing devel-
oping countries) and relations with the newly industrializ-
ing economies of the Asia-Pacific region. The leaders also
touched on some key global political questions: the Middle
East, South Africa, East-West relations, terrorism, narcotics
and the environment. Canada achieved its main objectives
for the Summit, including a continued commitment by
Summit participants to co-operate in maintaining non-
inflationary economic growth while reducing global imbal-
ances.

Following a general election later in the year, legislation
implementing the Canada-U.S. Free Trade Agreement
(FTA) was passed by Parliament in December, and on
January 1, 1989, this historic agreement entered into legal
force. Work began immediately to establish the continuing
institutions provided for in the FTA, and within weeks,
certain industries in both countries were appealing for an
accelerated schedule of tariff removals.

Complementary to this major bilateral action in trade
liberalization was Canada’s active participation in the
GATT Uruguay Round, aimed at reducing trade barriers
around the world and between GATT’s more than 100
members. The Ministerial Mid-term Review Conference of
the Uruguay Round, held in December in Montreal, regis-
tered important successes in a number of areas, but was
compelled to leave certain intractable aspects of trade in
agriculture to further negotiations.




The economic situation in developing countries contin-
ued to command significant attention in Canadian foreign
policy. Developing countries constitute a majority of the
countries with which Canada has relations; their popula-
tions represent three-quarters of the population of the world
and are increasing rapidly. Humanitarian concerns and a
recognition of increasing global economic interdependence
underpin Canada’s economic relations with these countries.
During the year, heavy debt burdens, limited resource flows
and the need for developing countries to implement sound
economic policies in order to set the stage for economic
growth and development were principal issues.

Following the significant review of Canada’s aid policies
in 1987/88, which resulted in the adoption of a new strat-
egy, Sharing Our Future, the past year was devoted to its
implementation. The most visible change was the comple-
tion of the first stage of the decentralization of the manage-
ment of Canada’s development assistance program to the
field, a move designed to improve the quality and efficiency
of Canadian assistance and to make it more responsive to
local needs. Development officers were transferred from
headquarters to Manila, Singapore, Jakarta, Harare, Dar es
Salaam, Bridgetown and Dakar in order to assume full
responsibilities for developing and implementing projects in
the field.

During the year, the governments of many major coun-
tries devoted increasing attention to the world’s environ-
ment, the deterioration of which is a matter of growing
concern. Measures were taken to ensure that Canadian
bilateral aid policies are compatible with environmental
objectives, and Canada made proposals to the World Bank
for strengthening its environmental review procedures. The
concept of sustainable development was endorsed by the
Government of Canada, and was mentioned in the conclu-
sion to the Toronto Economic Summit. High points in
Canada’s most recent efforts to promote international
environmental co-operation were the World Conference on
the Changing Atmosphere, held in Toronto in June 1988, a
meeting in Ottawa of legal and policy experts on the
protection of the atmosphere in February 1989, and the
Prime Minister’s participation in the Hague Environment
Summit in March.

After the general election of November 21, 1988, the Rt.
Hon. Joe Clark Was reappointed Secretary of State for
External Affairs, the Hon. John Crosbie was reappointed
Minister for International Trade, and the Hon. Monique
Landry was reappointed Minister for External Relations and
International Development. The Hon. John McDermid
served as Minister of State (International Trade) and
(Housing) from September 15, 1988, to January 30, 1989.
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Chapter 1

THE INTERNATIONAL
ECONOMIC
ENVIRONMENT

Trends in world trade

During 1988 the volume of world merchandise trade was
estimated to have grown 8.5 per cent, far outstripping the
5.25 per cent of the previous year and equalling the record
high growth rate for the decade, reached in 1984. This
performance marked four consecutive years of accelerating
trade growth and six consecutive years in which world trade
grew more rapidly than world production. Accompanied by
moderate inflation in the industrial countries and strong
investment-led expenditure growth, trade-related invest-
ment and production were leading sources of growth in the
continued global economic expansion.

The 1988 trade performance brought the volume of
world trade to a level nearly 40 per cent higher than at the
time of the 1982 recession. The value of world merchandise
trade is estimated at $ 2 840 billion — a 14 per cent in-
crease — reflecting for the most part increased trade
volume as well as a small contribution from inflation and
from a further moderate depreciation of the U.S. dollar.

The expansion was broadly based, with trade in manu-
factured goods up 10 per cent, mining products including
petroleum up 7 per cent and agricultural trade up 4 per cent
in volume terms. More important, the trade expansion was
experienced by a relatively wide range of countries, in
contrast to the 1984 boom which was largely triggered by
U.S. import demand. Lower oil prices contributed to growth
in the non-OPEC developing countries and the developed
world, while OPEC economies contracted.

Trade of industrialized countries

Trade growth was particularly strong in industrial countries
and in the leading newly industrialized economies (NIEs),
particularly in Asia. For developing countries as a group,
export volume increased 9.5 per cent versus 8 per cent for
developed countries; their imports were up 10 per cent
versus 9 per cent for developed countries. These positive
results were even more marked for non-OPEC developing

countries as OPEC imports fell by an estimated 1.5 per cent.

Non-fuel primary commodities reversed a trend of most of
the 1980s to show nominal growth of some 25 per cent.
Non-OPEC developing countries expanded their exports by
an estimated 18 per cent last year, doubling the results of
the developed economies. As a group, developing countries
that were neither members of OPEC nor among the leading
Asian exporters of manufactures, experienced an accelera-
tion in growth in the volume of their combined exports in
1988. Coupled with the substantial recovery in non-fuel
primary commodity prices, the enhanced foreign exchange
earnings of these countries helped to finance higher import
volumes last year.

For the 15 heavily indebted countries, exports reached
the highest level since 1981. Last year marked the second
successive year in which export growth exceeded the
increase in imports, and their aggregate trade surplus
reached nearly $28 billion.

Dynamic trade growth was particularly pronounced
within the West Pacific region and in transpacific trade,
continuing prevailing trends since 1980. Transatlantic trade
and trade within Western Europe had the lowest growth
rates. While each of the three major groups of countries
participated in the expansion of the dollar value of world
merchandise imports and exports in 1988, the strongest
demand-side stimulus came from the developing countries.
The supply side of world markets saw developed countries
in the lead, due more to price and valuation effects than to
increases in export volumes.

U.S. trade deficit

Last year witnessed the first reduction in the present decade
of the U.S. merchandise trade deficit (from $170 to $137
billion). Japan had a minimal decline in its merchandise
trade surplus to $78 billion, whereas the surplus of the
Federal Republic of Germany increased to $72 million. The
U.S. and the F.R.G. were roughly equal at the top of the list
of leading exporters, followed by Japan, France and the
United Kingdom. The United States remains by far the
world’s largest importer, taking 15.5 per cent of the world’s
total, or $460 billion, followed by West Germany, the UK.,
Japan and France.

The progress in reducing the U.S. merchandise trade
deficit coincided with a domestic investment boom. The
volume of private non-residential investment is estimated to
have increased 9.5 per cent last year. This increase was
reflected in trade developments as the export volume of
capital goods rose 36 per cent, while the same figure for
imports was 27 per cent. Capacity constraints and the U.S.
drought contributed to a slowdown in export growth in the
latter part of 1988.

External trade imbalances
Japan’s merchandise import volume has increased rapidly
over the past three years but this has been matched by a
similar increase in exports, which benefited from a slight
improvement in the terms of trade and large capital equip-
ment exports due to the investment boom. Germany
strengthened its performance, particularly with its European
partners, while experiencing a pick-up in domestic invest-
ment at the same time.

External trade imbalances have been of concern in this
decade as growth in trade has outpaced global increases in
production. As economies become more interdependent,




continued imbalances contribute to instability and pressures
to manage trade. When the aggregated world current
account balance for 1988 is considered in relation to gross
domestic product (GDP), there were significant improve-
ments. For the United States, the deficit to GDP ratio is
estimated to have dropped from 3.4 per cent in 1987 t0 2.7
per cent in 1988 — dropping it slightly below the UK.,
which experienced a sharp increase. Japan’s surplus
dropped from 3.6 to 2.8 per cent, while Germany’s declined
marginally from 4.0 to 3.9 per cent. The relatively slow
pace of this adjustment continued to fuel protectionist
pressures in countries with deficits. Nonetheless, despite
concerns during the year about accumulating pressures from
the imbalances, market stability was maintained and
substantial growth occurred.

Growth and international trade

Strong growth in the latter part of this decade appears to
have benefited from a productive interaction of rapidly
expanding growth opportunities and favourable policy
changes. Statistics indicate that global markets became less
tight for three important inputs: labour services, energy and
non-fuel primary commodities. For example, annual
increases in unit labour costs in manufacturing in developed
countries and also globally during the 1980s averaged about
half the 1970s rate. From their peak, the real price of fuels
has fallen by more than half. Meanwhile, despite last year’s
increase, the real price of non-fuel primary commodities
remains 20 per cent below its 1979 level.

Short- to medium-term growth prospects of developing
country exporters of primary commodities were hindered by
declines in real prices. However, supply constraints, which
slowed development in the 1970s, eased during the current
decade. Meanwhile, technological advances are multiplying
opportunities for specialization, innovation and product
diversification in world markets. Increasing interdepend-
ence and intensive global competition encourage policy
changes designed to translate new opportunities into
economic growth. All countries have sought to improve
industry access to science and technology, to attract outside
investment and new technology, to adopt competitive
regimes in the fields of taxation and regulation and to foster
quality and innovation.

The positive trade performance in 1988 can be attributed
to a supportive policy environment. Economic policies in
this decade have increasingly focused on encouraging
greater competitiveness, more flexibility and responsiveness
to pressures for structural change. More recently, the
planned elimination of barriers to regional trade among
some of the world’s leading traders and, more important,
the commitment of more than 100 governments to the
Uruguay Round of Multilateral Trade Negotiations also had
a positive effect on the business environment. Also contrib-
uting to the positive atmosphere was the continued low rate
of inflation despite six years of continuous global economic
expansion, including a pick-up in economic activity over
the last 18 months.

Against this must be set long-standing problems relating
to Third World indebtedness, large trade imbalances and
high rates of unemployment in many countries. In a signifi-
cant number of developing countries economic growth fell
short of population growth. Sizeable reductions in the
surpluses of Japan and the Federal Republic of Germany

did not materialize. However, the United States was able to -

achieve a sizeable reduction in its current account deficit last
year without depressing world output and trade at the same
time. Persistent efforts to cope with these problems are
necessary, but the results in 1988 indicated that needed
adjustments were accommodated without excessive diffi-
culty so long as world output and trade grew. Efforts are
continuing to control inflation and to ensure a positive
business environment in which markets are kept open and
business confidence about the future is strengthened.

Economic relations with developing countries

The economic situation in developing countries continued to
command significant attention in Canadian foreign policy
during the past year. Developing countries constitute a
majority of the countries with which Canada has relations:
their populations represent three-quarters of the population
of the world. Humanitarian concerns and a recognition of
increasing global economic interdependence underpin
Canada’s econorhic relations with these countries. Heavy
debt burdens, limited resource flows and the need for devel-
oping countries to implement sound economic policies in
order to set the stage for economic growth and development
were principal issues during the year.

Developments in aid policy

Development is a complex process and international under-
standing of this process has been undergoing rapid evolution.
The fundamental importance of a sound economic frame-
work as a prerequisite of growth and development continued
to be reflected in Canada’s economic relations with develop-
ing countries. In the international donor community, the
diversity of conditions in developing countries was being
better recognized and met with a wider range of measures. In
particular, the impact of economic policies on vulnerable
groups — the poor, women and children — was given
greater recognition in economic and development planning,
as were the long-term needs of developing countries in the
context of a changing international economic climate.
Sustainable development — economically, socially, politi-
cally and environmentally sustainable development —
gained credibility as the guiding principle for development
planners in donor countries, as well as in developing coun-
tries.

Developing country debt

Since 1982, when developing country debt reached crisis
proportions, the international community adopted a strategy
to promote economic adjustment and growth, which has
resulted in progress. The threat to the international financial
system has been reduced significantly. Since the Venice
Economic Summit in 1987, the problem of international debt
has been seen as essentially divided into two categories: the
debt of the poorest countries (mainly those in sub-Saharan
Africa) and the debt of middle-income countries (mainly in
Latin America). For the poorest countries, whose debt is
owed largely to governments or their export credit agencies,
a more generous approach was recognized as necessary.
Canada’s announcement later that year to forgive the devel-
opment assistance debts of all the countries of sub-Saharan
Africa set the stage for similar action by other countries. And
at the Paris Club, where government loans both for commer-
cial purposes (such as export credits) and for development
assistance are rescheduled, the poorest developing countries
were offered longer grace and repayment periods.



Recognizing the need for further action, Canada advo-
cated granting lower interest rates in the context of Paris
Club reschedulings. In order to overcome difficulties that
some other creditor countries had, Canada proposed a
compromise, which was endorsed at the Toronto Economic
Summit in 1988. The compromise allowed creditor coun-
tries to choose either to offer lower interest rates, forgive a
portion of the debt, or offer extended grace and repayment
periods. By April 1989, seven sub-Saharan countries
(Senegal, Niger, Mali, Tanzania, Madagascar, Central
African Republic and Uganda) had benefited by what have
become known as “Toronto Reschedulings.”

Strides were made during the year under review in
addressing the debt problems of the middle-income devel-
oping countries, whose debt is owed largely to commercial
barks. A case-by-case market-oriented strategy stressing
economic adjustment and growth by debtor countries
remained the basis of the international approach. However,
the year saw a growing consensus emerging that the debt-
service burden needed to be reduced. The challenge is to
reduce debt and/or debt service to manageable levels
without lessening incentives to reinforce adjustment
programs or jeopardizing the flow of new resources on
which the future prosperity of developing countries depend.

Role of international financial institutions in
development
The international financial institutions, notably the World
Bank and the International Monetary Fund, continued to
play important roles in mobilizing financial resources for,
and in providing policy advice to, developing countries.
Growing arrears to both institutions by a number of devel-
oping countrics was becoming an increasing problem

- because of concerns for the financial integrity of the
institutions themselves and because the charters of the
institutions prohibit further lending to countries that have
arrears outstanding. Without such a vital source of financ-
ing to stimulate development and growth, developing
countries can be caught in a vicious circle, unable to repay
their debts but also unable to obtain the financing that might
make it possible to pay. An intensified collaborative
approach to the problems of these countries was approved
at the World Bank and IMF annual meetings in Berlin in

- September. Canada agreed to chair the first “Support
Group” in which donors made available resources to help
Guyana pay its arrears to the Bank and the Fund and
thereby allow it to draw again on the resources of these
institutions.

Canada also urged both institutions to take greater
account in their activities of the impact of economic
adjustment measures on vulnerable groups. At the annual
meetings of the World Bank and the IMF in September,
Canada asked the World Bank to integrate environmental
considerations into all its project planning.

The regional multilateral development banks for Asia,
Africa, Latin America and the Caribbean continued to make
available financial resources for development projects and
Canada continued to be active in each. These banks have a
valuable role to play through their particular regional
perspectives. In particular, Canada continued to press for
reforms in the Inter-American Development Bank (IADB)
that would allow it to play its full role in the region. Pro-

tracted negotiations throughout the year led to agreement on
a general capital increase of US$26.5 billion for the IADB
at its annual meeting in Amsterdam in March 1989. As co-
ordinator for the developed country donors to the Interna-
tional Fund for Agricultural Development, Canada was
especially active throughout the year in seeking a conclu-
sion to the negotiations for the third replenishment of the
fund.

Implementation of Canada’s new aid strategy
Following the significant review of Canada’s aid policies in
1987/88, which resulted in the adoption of a new strategy,
Shcring Our Future, the past year was devoted to imple-
menting its provisions. The most visible change was the
completion of the first stage of the decentralization of the
management of Canada’s development assistance program
to the field, a move designed to improve the quality and
efficiency of Canadian assistance and make it more respon-
sive to local needs. Development officers were transferred
from headquarters to Manila, Singapore, Jakarta, Harare,
Dar es Salaam, Bridgetown and Dakar in order to assume
full responsibilities for developing and implementing
projects in the field. The Development Assistance Commit-
tee of the Organization for Economic Co-operation and
Development (OECD), which reviews the aid programs of
donor countries, praised this new Canadian strategy.

Trade and development

The international trading environment is a critical factor in
the economic well being of many developing countries. In
particular, protectionism and subsidies have created distor-
tions in world agricultural trade that have had a serious
impact on the agricultural sectors of developing, as well as
developed countries. Canada has advocated general trade
liberalization for the good of all and believes that develop-
ing countries need to be drawn more fully into the Uruguay
Round of Multilateral Trade Negotiations. Consequently, in
the past year, Canada has assisted in financing seminars in
Africa and Asia to help developing country officials
improve their ability to identify their own national eco-
nomic interests in the Round. As host of the Montreal Mid-
Term Review of the Uruguay Round, Canada was active in
advancing negotiations in areas of particular interest to
developing countries such as agriculture, tropical products,
and textiles and clothing. Canada also argued for special
and differential treatment for developing countries most in
need of trade support.

The United Nations and development

In the past year, Canada continued to work in the United
Nations to promote realistic resolutions on issues of debt,
poverty and development. In particular, Canada participated
in the Mid-Term Review of the UN Program of Action for
African Economic Recovery and Development and sought a
renewed commitment on the part of donors and African
governments to continue to implement the program fully
during its remaining years. Canada also contributed to the
elaboration of the mandate for the Economic Committee of
the UN to develop a Fourth International Development
Strategy, as well as to the preparations for the Special
Session of the General Assembly on Growth and Develop-
ment in Developing Countries and the UN Conference on
the Least Developed Countries.



Economic relations with developed countries

Multilateral economic diplomacy in the economic summits
and the OECD continued to play a key role in forming
Canada’s own economic policies and in affecting the
general tenor of Canada’s foreign relations.

Toronto Economic Summit

The most visible element in Canada’s economic and
financial relations with developed countries was its serving
as host for the Economic Summit of the seven major
industrialized countries and the European Community,
which was held during June 19 to 21 in Toronto.

On that occasion, the Prime Minister joined with the
leaders of France, U.S., UK, F.R.G., Japan, Italy and the
European Community in discussions designed to strengthen
the world economy and foster economic and political co-
operation.The issues dealt with at the Summit included the
progress in multilateral trade negotiations and the elimina-
tion of trade barriers, agricultural subsidies, international
debt (particularly in the context of the challenges facing
developing countries) and relations with the newly industri-
alizing economies of the Asia-Pacific region. The leaders
also touched on some key global political questions: the
Middle East, South Africa, East-West relations, terrorism,
narcotics and the environment. Canada achieved its main
objectives for the Toronto Economic Summit, including a
continued commitment by its participants to co-operate in
maintaining non-inflationary economic growth while
reducing global imbalances.

In their Economic Declaration issued at the conclusion
of the Summit, the leaders “strongly welcomed” the Can-
ada-U.S. Free Trade Agreement. They expressed their
conviction that the Agreement, along with other regional
developments, were steps towards a more open multilateral
trading system and would catalyze the liberalizing impact of
the Uruguay Round. The leaders also reaffirmed their
commitment to the Summit process as an effective means to
address the main issues facing the world economy, promote
new ideas and fashion a common sense of purpose. The
Canadian initiative towards making Summit discussions
more informal and spontaneous was also endorsed by
participants. :

Organization for Economic Co-operation and
Development

The OECD continued to be a valuable forum within which
the industrialized countries could discuss and co-ordinate
the major economic and social policy issues facing them.
Canada’s participation served to advance in a concrete way
the broad range of its economic and foreign-policy interests.

The annual ministerial meeting held in Paris in May, in
addition to its traditional role of setting the stage for the
annual Economic Summit, set out the priorities for the
future work of the OECD for the coming year. Over the past
year, the issues that ministers gave the OECD the mandate
to address included reducing structural rigidities, reducing
trade imbalances, maintaining vigilance on inflation,
lowering unemployment, strengthening the international
trade system, reconciling economic and environmental
concerns, achieving greater co-operation with developing
countries, as well as pushing ahead with the GATT/MTN
negotiations {particularly on agriculture), and initiating a
dialogue with the NIEs of the Asia-Pacific region.

Canada strove to have the OECD adopt a more outward- |
looking perspective and give increased attention to the
economic interrelationships between the OECD member
states and other countries. The work has focused as a first
step on relations with the Pacific NIEs: an OECD seminar
was held with them in Paris in January to initiate a dialogue,
and other workshops have been planned to deal with
specific issues such as globalization, financial markets,
macroeconomic linkages and trade.

As 1989 began, the world economy entered its seventh
year of sustained growth, the longest phase of expansion in
the post-war period. Over this period Canada had one of the
strongest rates of growth of any of the major industrialized
economies.

For 1988 as a whole, Canada’s real GDP grew by 4.5 per
cent, placing Canada second in terms of growth among the
Summit countries. For the first quarter of 1989, Canada’s
unemployment rate had stabilized at 7.6 per cent, its lowest
point since August 1981.



Trends in Canada’s international trade

Canada shared in the general growth in the global economy
and in world trade in 1988. Overall, the Canadian trade
balance narrowed: exports increased in line with global
trends while imports increased somewhat more quickly,
reflecting in part the appreciation in the Canadian dollar
over the 1988 calendar year. Exports rose $11 billion, or
10.4 per cent, to reach $138 billion. Imports rose $12

billion, or 13.3 per cent, to reach a total of $132 billion.
Adjusted for price changes, the volume of Canadian exports
increased by 8.0 per cent (compared with 6.7 per cent in
1987), and the volume of imports by 13.6 per cent (versus
8.2 per cent in 1987). As a result, Canada’s surplus on
merchandise trade declined $2.3 billion to $6.5 billion in
1988. The Canadian share of world exports increased
marginally to 4.0 per cent.

Table 1
CANADA'’S PRINCIPAL TRADING REGIONS
MERCHANDISE EXPORTS, IMPORTS AND TRADE BALANCES
(Customs Basis)
(millions of Canadian dollars)
Yr-Over-Yr Yr-Over-Yr
Per cent Per cent Trade Trade

Merchandise Trade - Exports Change Imports Change  Balance Balance
With: 1988 88/87 1988 88/87 1987 1988
WORLD* 138 149.8 10.4 131 663.9 13.3 8848.1 6485.9
UNITED STATES** 101 007.7 6.9 86 509.0 12.8 17 789.6 14 498.7
EUROPE 142614 20.8 19 503.3 17.8 47514) (5241.9)
Western Europe 12 860.8 19.2 18 889.8 17.1 (5346.0) (6 029.0)
of which EEC (12) 11030.9 15.5 16 054.5 16.7 (42219) (5023.6)
Eastern Europe and U.S.S.R. 1400.6 38.2 613.5 46.6 594.7 787.1
ASIA-PACIFIC . 17 469.8 317 187019 12.8 (33104) (1232.0)
Asia 16 401.3 322 17 785.9 12.7 (3373.1) (13847
of which Japan 8 726.9 234 9264.6 10.9 (1271.5) (5371.7)

China 2 603.1 81.1 955.4 17.6 625.4 16477
Pacific 1 068.6 249 915.9 15.5 62.7 152.7
LATIN AMERICA 3236.6 0.9 4541.1 10.5 (843.9) (1304.5)
South America 1618.3 0.9 2 296.1 59 (535.7) (677.8)
Central America and Caribbean : 1618.3 -09 2245.0 15.6 (308.2) (626.8)
AFRICA-MIDDLE EAST 2257.8 6.2 1384.5 -12.9 536.4 8734
Middle East 1169.7 -8.2 474.5 -35.3 541.5 695.2
Africa 1088.1 27.7 910.0 6.2 6.1y 1781

Source: Statistics Canada, CANSIM Database

*World total includes Greenland, St. Pierre and Miquelon.

**In February 1989, Statistics Canada and the U.S. Department of Commerce published reconciled figures for Canada-U.S. trade of
- $88 122 million for Canadian imports and $101 050 million for Canadian exports.



Table 1 shows Canada’s trade for 1988 by main geo-
graphical areas. Overall, Canada’s non-U.S. trade showed
strong growth, leading to a slight decline in dependence on
U.S. markets. The United States remains Canada’s principal
trading partner, taking 73.1 per cent of the country’s total
exports, and it is the source of two-thirds (65.7 per cent) of
the country’s imports. The reconciled export figure (i.e., the
figure agreed between Canadian and U.S. statistical authori-
ties) to the U.S. was $101 billion, which constituted a 6.9
per cent increase, the largest since 1985. The reconciled
figure for imports totaled $88.1 billion, a rise of 12.8 per
cent. The resultant agreed surplus for Canada of $12.9
billion constituted a 24 per cent decrease from the previous
year and the lowest surplus since 1981. This decrease can
be attributed to strong import demand in Canada and a
strengthened Canadian dollar.

Canadian exports to the Asia and Pacific region in-
creased sharply, reflecting continued dynamic growth in
that region and strong import demand as a result of com-
petitive pressures and strong currencies. Exports to Japan
were up 23.4 per cent to reach $8.7 billion, while imports
were up only 10.9 per cent to $9.3 billion. Canada’s trade
deficit with Japan continued to decline in 1988, with the
current figure now down to $540 million. Exports to the
People’s Republic of China soared 81.1 per cent to reach
" $2.6 billion, leaving Canada with a surplus of $1.6 billion.
The remainder of Asia generally showed similar strong
growth and exports to the region rose 31.7 per cent overall,
to reach $17.5 billion. With Canadian imports rising by 12.8
per cent, Canada’s overall trade deficit with the region
dropped 63 per cent to $1.2 billion.

Canadian trade with Europe also grew strongly, although
the trade deficit increased as imports showed strong growth.
This increase was attributable mainly to imports of crude
petroleum and aircraft parts from the European Community.
Overall, Canadian exports to the EC grew 20.8 per cent to
$14.3 billion, while imports were up 17.8 per cent to $19.5
billion. The deficit accordingly rose 10.3 per cent to $5.2
billion. Canadian exports to Eastern Europe and the
U.S.S.R. showed stronger growth from a smaller base, due
mainly to price increases for grain, and imports from the
area increased sharply.

Canada’s trade with other regions was strongly influ-
enced by the debt situations of a number of developing
countries, by the continued weakness in petroleum prices
and by developing regional tendencies. There was a decline
of roughly 1 per cent in Canadian exports to Latin America,
reflecting continuing debt problems, although the increase
in Canadian imports may have contributed to improved
foreign receipts. Trade with Africa showed a strong increase
in exports of 27.7 per cent, due mainly to increased com-
modity sales, while increased imports were principally vital
basic commodities used in industry.

The commodity composition of Canadian trade

Trade in automotive products remains the most important
component of Canada’s international trade in manufactured
products, and represents more than one-quarter of Canada’s
total trade. Strong growth in auto products exports of $3.1
billion in 1988 resulted in a surplus on automotive trade of
$2.4 billion, reversing the half million dollar deficit of
1987. Together with a $4.3 billion increase in exports of
industrial goods, the growth in exports was $11 billion or .
10.4 per cent. :

Among the export categories that grew strongly in 1988
were automobiles, trucks, newsprint and wood pulp, alu-
minum and precious metals, and wheat. The largest declines
occurred in exports of motor vehicle parts, crude petroleum,
and lumber — reflecting the drop in oil prices and the
imposition of higher export fees on lumber.

Imports of industrial goods totalled more than $24.4
billion in 1988, a rise of 18 per cent. Imports of metals and
metal ores increased $1.3 billion, reflecting the strength of
the Canadian economy, as precious metal imports dropped.
Imports of machinery and equipment rose substantially by
$6.9 billion, resulting in part from the first year of deregula-
tion of air transport, in which major airlines expanded their
fleets, and also from increased imports of air conditioning
and refrigeration equipment, switching and protection
equipment and furniture and accessories. The drop in total
energy imports was due to a drop both in oil prices and
import volumes.

Canada’s térms of trade did not alter significantly in 1988
from previous trends. The drought caused grain prices and
the total value of grain exports to rise, and also led to
increased imports of refrigeration and air conditioning
equipment. The improved performance in manufactures was
principally the result of an improvement in the bilateral auto
trade with the United States. Surges of trade occurred in
sectors such as aircraft and other transportation equipment.
The Canada-U.S. Free Trade Agreement had not yet come
into effect, although companies were positioning themselves
to meet the challenges presented by the Agreement.

Multilateral trade negotiations

The Uruguay Round

Canada has been pursuing a more open and stable environ-
ment for continued growth of international trade through
both the Canada-U.S. Free Trade Agreement and the
Uruguay Round of Multilateral Trade Negotiations. The
latter is the eighth round of negotiations since the establish-
ment of the General Agreement on Tariffs and Trade
(GATT) in 1947. The Uruguay Round was initiated in
September 1986 and is scheduled to conclude at the end of
1990. It is the most ambitious set of such negotiations to
date, covering a broad spectrum of issues including reform
of trade in agriculture, improved market access, revised
trade rules on subsidies, countervailing duties and safe-
guards, the strengthening of the GATT system, and the three
so-called “new issues” of trade in services, protection of
intellectual property and trade-related investment measures.

The Office of Multilateral Trade Negotiations, composed
of trade policy experts from various parts of government,
was established to co-ordinate Canadian participation in the
Uruguay Round. It was active during the past year in
elaborating mechanisms for consultation with the private
sector and the provinces to ensure their full participation in
the preparations for the negotiations. At the same time, in
Geneva, Canada helped to define the objectives and basis for
negotiation in each of the 15 negotiating groups.

Much of the activity over the past year was focused on
the Mid-Term Ministerial Meeting of the Uruguay Round,
the half-way point in the negotiations, which was held in
Montreal and in which Canadian ministers had a major part
in advancing negotiations. While the Mid-Term Review
achieved progress in a number of areas, the general outcome
was somewhat disappointing because the United States and
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the European Community could not resolve their differ-
ences on how to move forward on trade in agriculture. As a
result of this impasse, ministers decided to adjourn the
meeting and to put on hold the positive results achieved in
11 of the 15 negotiating groups. The Trade Negotiations
Committee, which oversees conduct of the Round, was
asked to reconvene at the level of senior officials early in
April 1989, to complete the work outstanding from the
Montreal conference. In the meantime, the GATT Director
General was asked to conduct consultations on the four
outstanding issues: agriculture, safeguards, textiles and
intellectual property.

In the period following the Montreal meeting, the
Minister of International Trade, Mr. Crosbie, and Canadian
officials worked actively with the Director General of the
GATT to achieve a consensus on the four outstanding
issues. In addition to meetings with the Director General,
the Minister met with the U.S. trade representative on the
issue, with the EC Commissioner for External Relations,
with his counterpart from Australia and with Japanese
ministers. He also participated in a ministerial meeting in
New Zealand of the Cairns Group of agricultural exporting
nations, which has sought ways to bridge the gap between
the U.S. and the EC. While differences were to remain until
the end of the Trade Negotiations Committee meeting in
Geneva in early April, participants were finally able to
achieve a consensus permitting these negotiations to move
to their substantive phase in all areas.

International trade ministers’ meetings
Canada was host for the ministers of trade from the Euro-
pean Community, Japan and the United States at the
Quadrilateral Trade Ministers” Meeting in April Point, B.C.,
and participated in a subsequent quadrilateral in the U.S., in
June. These discussions centred on the current round of
multilateral trade negotiations and bilateral trade issues of
common interest.

As ameans of developing consensus on various issues in
the MTN, Canada also participated in the informal meeting
of trade ministers held in Islamabad in October.

OECD Trade Committee

The Trade Committee continued its assessment and dis-
semination of information on members’ trade-policy
initiatives and the evolution of the trading system. More-
over, since the start of the Uruguay Round, it has under-
taken an increasing number of studies in support of the
development of agreements in various groups of the
multilateral negotiations. Its emphasis has been on the new
issues of trade in services, trade-related investment meas-
ures and intellectual property, as well as the continuing
question of the integration of the developing countries into
the trading system.

During the year, the Trade Committee also initiated work
in areas beyond its traditional concerns and its contribution
to the Uruguay Round negotiations. It involved itself in a
series of trade-investment issues which, if otherwise
unchecked, could produce substantial barriers to interna-
tional business (e.g., use of rules of origin to limit access to
market). Other emerging issues, such as the interrelation-
ship between trade and environment policies and the
inclusion of the newly industrialized econiomies in the
trading system, were also brought within its purview.
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International debt

A consensus gradually developed during the year that
international debt strategy would have to be adapted to
incorporate greater resort to debt reduction, as opposed to
debt rescheduling or refinancing. Various proposals to this
effect were put forward, including those of French President
Mitterrand, former Japanese Finance Minister Miyazawa
and the Group of Eight Latin American countries. On
March 10, 1989, U.S. Treasury Secretary Brady outlined a
number of proposals for the further evolution of debt
strategy. These proposals were presented as a set of ideas
for discussion, and were broadly endorsed by the represen-
tatives of the industrial countries at meetings of the IMF
and World Bank in early April. The new debt approach
acknowledges the merits of voluntary debt reduction and
the need for the IMF and the World Bank to play arole in
facilitating it. It also reaffirms the central importance of
sound economic policies in debtor countries. The commer-
cial banks are expected to provide financial support through
a wide array of financing options, and their participation in
voluntary debt reduction is considered essential. As part of
the approach, creditor governments would also continue to
reschedule or restructure their credits through the Paris
Club, maintain export credit cover for countries with sound
reform programs, and consider ways to reduce unnecessary
regulatory and tax impediments to voluntary debt reduction.

The international community also devoted attention to
the situation in the sub-Saharan African countries. The
Toronto Economic Summit approved a proposal for conces-
sional Paris Club reschedulings of the debts of these
countries, whereby individual creditor countries could
choose among a number of options. Three options were
defined by the Paris Club (partial write-offs, longer repay-
ment terms and lower-than-market interest rates). To date
such reschedulings have been granted to the Central African
Republic, Guinea (Conakry), Madagascar, Mali, Niger,
Senegal, Tanzania and Uganda. A number of donor govern-
ments, notably the U.K., F.R.G. and Canada, have agreed to
forgive the official development assistance debt owed by
some or all sub-Saharan African countries.

Investment issues

Foreign investors from a wide variety of countries contin-
ued to view Canada as an attractive destination for their
investments. This attitude reflects the more open investment
policy regime brought about by the 1985 Investment
Canada Act. The Canada-U.S. Free Trade Agreement
continues this liberalization. The investment chapter of the
Agreement represents an important milestone, since it
includes wide-ranging national treatment provisions and the
abolition of some performance requirements, in addition to
higher threshold review levels for U.S. investors. The
Agreement also includes a chapter on financial services,
which liberalizes access to the financial markets of both
countries.

The year in review also saw some important develop-
ments in discussions of investment-policy issues in interna-
tional forums. The focus was on how to maintain and
further encourage open investment policies. In the OECD,
work was begun on the strengthening of the National
Treatment Instrument, to provide for a greater commitment



to treating foreign-controlled companies in the same manner
as domestic enterprises. In the UN, a major report on
transnational corporations in world development was
released, which noted the improvement in the international
investment policy climate in many countries and stressed the
positive role that foreign direct investment can play in
economic development. Canada is an active participant in
these forums.

Industrial trade policy

The improved trade performance of Canadian manufacturing
industries during the year reflected continuing strength in
international economic conditions and generally stable
access to principal export markets. These conditions af-
forded sustained industrial operating rates and, therefore,
enhanced competitiveness and employment in many manu-
facturing sectors. At the same time, certain manufacturing
industries continued to experience pressures arising from
global overcapacity, foreign import restraint practices and a
managed trading environment for some products. As a result,
policy objectives focused on improving foreign market
access for Canadian industries, avoiding disruption of
domestic markets by imports and maintaining a favourable
environment in Canada for industrial growth.

In the automotive trade, implementation of the Canada-
U.S. Free Trade Agreement concurrently entrenched the
Auto Pact. With the phasing out of the embargo on the
importation of used vehicles under the Agreement, there was
significant public interest in the Agreement from consumers
and the small business community as well as from third
countries. Preparatory discussions were held with the U.S.
administration regarding the establishment of the Automo-
tive Select Panel as required under the Agreement. (The
panel was subsequently established on April 6, 1989.)
Additionally, memoranda of understanding between the
government and the auto makers were renewed to ensure
consistency with the spirit of the Free Trade Agreement.

Automobile trade with Japan and Korea continued for a
second year without export restraint understandings. Auto
makers in those countries continued to exercise prudence in
relation to their exports with a view to avoiding disruption of
the Canadian market. Initiatives were pursued to review
automotive trade with Mexico and a comprehensive statisti-
cal exercise was undertaken to gain a better understanding of
trade flows between the two countries. .

Global steel markets continued to recover strongly in
1988 and OECD members’ consumption increased by 11 per
cent to its highest level since 1979. Principal contributing
factors were general economic growth and increased output
in non-residential construction, machinery and equipment,
and automobile industries in major consuming countries.
While international steel industry conditions improved with
the recovery and with further capacity reductions in OECD
countries, substantial global overcapacity persisted. In
addition, the steel trade continued to be widely managed
under voluntary import restraint agreements among coun-
tries. Canada did not adopt trade restrictive measures but
implemented the steel policy announced in 1987, including
comprehensive steel trade monitoring, to help maintain
access for exports and avoid disruptive imports in the
Canadian steel market. At the same time, Canada actively
supported co-operation in the OECD Steel Committee on
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analyses and policies dealing with remaining problems in
steel trade and industrial restructuring. A further agree-
ment was negotiated with Spain on access for Canadian
exports in 1988 under the safeguard action extended by
Spain from 1987 under GATT Article XIX against steel
imports from non-EC countries.

Canada continued to place emphasis on international
co-operation in OECD committees dealing with industry
and regional-development issues. The OECD Industry
Committee undertook an important comparative study to
quantify government support to industries. The Working
Party on Regional Development Policies initiated a review
of current trends and harmonization of responsibilities of
different levels of government regarding regional policies
in areas with severe problems.

In the telecommunications equipment sector, the De-
partment undertook an analysis of issues having an impact
on market access for these products, and the subsequent
implications for Canadian trade policy. Standards, regula-
tions, public procurement policies and rules of origin were
identified to be of particular importance for Canadian
commercial interests. Within the context of the MTN and
the approach of 1992 in the European Community, the
Department continues to work to ensure that the initiatives
of Canada’s trading partners in these policy areas are
consistent with their international obligations and do not
have an adverse impact on Canadian trade interests.

There was heightened international awareness of the
role of technical standards and certification systems as
potential barriers to trade, but also as a means of facilitat-
ing industrial competitiveness and technological adapta-
tion. These concerns received impetus from discussions
under the GATT Agreement on Technical Barriers to
Trade of issues such as the EC restrictions on meat
imports containing growth-inducing hormones. A major
contributing factor has been the large emphasis by the EC
on removing internal technical barriers to trade as part of
the policy to establish a single internal market by 1992.

The Department initiated work to address related con-
cerns for access of Canadian exports on several fronts.
Efforts were pursued in bilateral consultations and under
the GATT Agreement on Technical Barriers to Trade to
address measures such as Nordic plant health restrictions
on imports of wood products, Danish occupational health
regulations on asbestos, and the EC meat hormones
directive, which threatened access for Canadian exports.
Canada actively participated in clarifying, improving and
expanding disciplines under the GATT Agreement on
Technical Barriers to Trade. The Department launched a
comprehensive assessment of implications for Canadian

exports of the standards component of the EC 1992 policy.

In addition, the Free Trade Agreement came into effect
with provisions on standards going beyond the GATT in
several areas, such as coverage of production processes
and methods and mutual accreditation of testing and
certification laboratories. Canada’s Enquiry Point under
the GATT Agreement on Technical Barriers to Trade
received 283 notifications of new foreign standards and
technical regulations, an increase of 42 per cent from the
previous year. Enquiries about Canadian standards
measures reached 205 from 20 countries, an increase of 13
per cent.




Agriculture trade policy

For Canadian agriculture 1988 was a difficult year. A
serious drought reduced production and farm income, to a
greater or lesser degree, over much of Canada’s farm area.
The United States was also affected. On the other hand, the
hardship caused by the drought had some positive benefit for
international trade. The oversupply of many exported
products was reduced, stocks lowered to more manageable
levels and the pressure on governments to use subsidies to
maintain market share was lessened in the short term.
Whether or not the new conditions in world markets will
make it easier for governments to agree on reform of inter-
national trade in agriculture remains to be seen.

Canadian ministers and agricultural trade policy negotia-
tors continued to keep agriculture at the forefront of the
Uruguay Round of trade negotiations. Canadian officials
participated in the Negotiating Group on Agriculture, which
met on four occasions, and in the two sub-groups set up to
examine the use of an Aggregate Measure of Support as a
negotiating technique and to develop rules for including
health and sanitary regulations in the GATT.

Ministers participated in two meetings of the Cairns
Group: in Budapest, immediately before the Montreal Mid-
Term Review meeting; and in Waitangi (New Zealand)
March 17 to 19, 1989. The Caims Group, following a
decision taken by ministers at the Bariloche (Argentina)
meeting in February, 1988, adopted a framework approach
for agriculture for the remainder of the Uruguay Round. This
proposal has served as one of the prime discussion papers in
the negotiations. Canada again obtained support from its
Economic Summit colleagues for endorsing the importance
of an agreement on agriculture in the Uruguay Round, and
OECD Ministers agreed to work further on making agricul-
ture more market-oriented.

The Punte del Este Declaration launching the Uruguay
Round sets ambitious objectives for agricultural trade
reform. It is not surprising that agreement on how best to
achieve the objectives has been difficult. It proved to be
impossible to overcome all the differences at the Montreal
Mid-Term Review Conference. Ministers mandated the
GATT Director General to consult on the differences, using
a document prepared for the Mid-Term Review by the
Chairman of the Agriculture Negotiating Committee. The
paper reflects the Cairns Group approach to the negotiations.

The GATT Director General met with ministers from
most GATT countries, including Canada’s Minister for
International Trade, and will be submitting a document
which could, if it is agreed, provide the framework for the
remaining period of the Uruguay Round of negotiations. The
Trade Negotiations Committee meet from April 5 to 7, 1989.

Several bilateral questions have affected Canada’s
agricultural trade policy. Changes in the regulations govern-
ing fruits and vegetables and the expansion of the Import
Control List to include ice cream and yoghurt have led to
misunderstandings with the United States. The continuing
problem of different standards for products in the EC from
those elsewhere has also led to differences. Arguments about
the use and the definition of farm subsidies continue. While
these issues must be dealt with on a timely basis to protect
Canadian industry, a good Uruguay Round settlement will
make the international rules governing agricultural trade
clearer and should lead to less misunderstanding among
national regulatory and policy authorities in the future.
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Canada participates in a number of international organiza-
tions that collect and disseminate trade information. It is a
member of the International Wheat Council and its Food Aid
Committee, the International Sugar Organization and the
GATT International Meat Council. It also participates in the
International Dairy Council, although it is not a member of
this body, and in the FAO intergovernmental groups on
commodities.

The objectives of Canada’s agriculture trade policy
continue to be the reduction of the most trade-distorting
policies and the setting up of international operationally
effective rules for agricultural trade under the GATT.

Fisheries trade policy

On fisheries trade policy, bilateral negotiations were held
with the United States, following the report of the GATT
panel on west coast salmon and herring, to introduce a
GATT-consistent landing requirement. GATT Article
XXIV.6 negotiations on the enlargement of the European
Community, which has a significant fisheries component,
were also pursued. Informal bilateral consultations were held
with Japan, following notification by Canada to the MTN
Standstill and Rollback Surveillance Body of Japan’s quanti-
tative restrictions on the importation of herring, cod, mack-
erel, squid and scallops.

At the annual meeting of the Northwest Atlantic Fisheries
Organization (NAFO), and in line with the recommendations
of the Report of the Federal-Provincial Task Force on
Foreign Overfishing, Canada led diplomatic efforts to
dissuade the EC from adopting autonomous fishing quotas in
excess of quotas agreed in NAFO. Canada also participated
in meetings of the Fisheries Committee of the OECD and the
North Atlantic Salmon Conservation Organization. In the
International North Pacific Fisheries Commission (INPFC),
Canada took part in efforts to diffuse the impact of environ-
mental divergences between the U.S. and Japan, to regulate
the high seas drift net fishery and to curtail interception and
marketing of high seas salmon by non-INPFC members.
Preparations were undertaken to establish a scientific organi-
zation for the North Pacific and for the First International
Conference on Pacific Rim Fisheries.

Resources and commodity trade policy

Canada is a member of a number of international commodity
agreements and study groups of which two commodity
agreements, coffee and natural rubber, have active economic
provisions and one, tin, has suspended provisions.

The second International Natural Rubber Agreement
came into force provisionally on December 29, 1988.
Canada, a party to the first agreement, has yet to determine
whether it will accede to the new one.

Member states of the International Coffee Agreement
agreed in September to introduce an element of selectivity,
i.e., distinction between coffee types, in applying the in-
creases or decreases in the export quota regime during the
last year of the current agreement. Negotiations are under
way on a new agreement to come into force on the expiry of
the current agreement on September 30, 1989.

The International Tin Council (ITC) and its member
states, including Canada, continue to be involved in litigation
in several jurisdictions arising out of the suspension of buffer
stock operations by the ITC in October 1985. Canada has
taken the lead since mid-1988 in exploring the prospects for



negotiating a settlement of the debts of the ITC with credi-
tors. The Sixth International Tin Agreement will expire on
June 30, 1989.

Canada continues to be an observer of the International
Cocoa Agreement, which entered provisionally into force in
January 1987. Unresolved differences between consumer
and certain producer members have largely paralyzed the
operation of the agreement, including buffer stock opera-
tions.

Canada also participates in several international com-
modity organizations and study groups without market
intervention powers. These bodies concentrate on compiling
and disseminating economic information on the commodity
concerned and on industry performance. Canada has long
been an active participant in the International Wheat
Council and the International Sugar Organization.

During 1988, the International Jute Agreement was
extended to January 1991. In March 1989, Canada partici-
pated in discussions that produced a new draft agreement
focusing on market transparency, market development and
industry improvement. The International Tropical Timber
Organization, created in 1985 to perform market transpar-
ency functions and to focus on tropical forest management
and development issues, has been increasingly the focus of
international concern about the future of the world’s
tropical forests. Canada, a member since 1986, has been
increasingly active in the work of this organization.

Canada currently chairs the International Lead Zinc
Study Group and was a leader in negotiating terms of
reference for an international nickel study group. Efforts are
under way to bring this new group into operation. Canada
was also active in negotiations on the terms of reference for
an international copper study group, which concluded in
February 1989. Discussions on the terms of reference of an
international tin study group have been completed and
signatures of member states are now awaited. A new
international information exchange for iron ore statistics is
now under development.

In June Canada ratified the International Labour Organi-
zation Convention on Safety in the use of Asbestos, which
embodies Canada’s controlled-use approach. Canada’s
ratification will bring the Convention into force in June
1989. The Asbestos Institute, Montreal, with Canadian
government support, took an initiative in September to
begin organizing an international group to promote the safe
use of asbestos and certain other industrial fibres.

In 1983 Canada ratified the agreement establishing the
Common Fund for Commodities, concluded under UN
Conference on Trade and Development (UNCTAD)
auspices in 1980. The threshold for bringing the agreement
into force was reached in June 1988 and it is likely that the
Agreement will enter into force in June 1989. The Agree-
ment will make available financing for the buffer stock
operations of international commodity agreements and
approved projects undertaken by international commodity
organizations and study groups.

Canadian delegations have been regular participants in
the OECD High Level Group on Commodities, the
UNCTAD Committee on Commodities, FAO committees
and the UN Economic Commission for Europe on a number
of commodity-related questions.

The impact of new global environmental agreements,
and the EC move to a single internal market by 1992, on
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Canadian resources trade, together with possible new
barriers to Canadian exports of forest products, including
new phytosanitary requirements, product standards and
quantitative restrictions, have been a particular concern
during the year.

The impact on Canadian producers of primary resource-
based materials of both new global environmental agree-
ments and regulations, together with the impact of EC
moves to a single internal market by 1992, have also been of
concern during the past year.

GATT affairs

New accessions

Canada is proceeding with discussions with China, Costa
Rica, Tunisia and Bolivia on their requests to accede to the
GATT. The negotiations are at various stages. Bilateral
discussions began this year with China, and tariff negotia-
tions with Costa Rica and Tunisia continued. Work contin-
ued to prepare Canada’s position on the requests by Algeria,
Bulgaria, El Salvador, Guatemala and Paraguay to join the
GATT.

Liquor boards

A bilateral settlement was negotiated with the European
Community on provincial liquor board practices, which
enabled Canada to implement the GATT panel ruling
adopted earlier in the year. The Canada-EC agreement
addressed all areas of the panel report (spirits, wine, beer).
All the provinces, which were closely involved in the
negotiations, were either in compliance with or began to
implement the terms of the agreement.

Free Trade Agreement

The Canada-U.S. Free Trade Agreement entered into force
as planned on January 1, 1989. In accordance with GATT
obligations, the Agreement was notified by Canada and the
United States to the GATT contracting parties. At its
February meeting, the GATT Council followed normal
procedure and agreed to establish a working party to exam-
ine the Agreement under the pertinent GATT provisions.

U.S. customs user fees

Canada has continued to pursue with the United States its
need to change the structure of its Customs User Fee on
imports, which a 1987 panel ruling found to be inconsistent
with the GATT. The U.S. has yet to comply with the ruling.
Under the Free Trade Agreement, Canada will be exempt
from this fee within four years.

Superfund

The request by Canada, Mexico and the European Commu-
nity for a GATT panel investigation of the U.S. Superfund
legislation culminated in a panel finding that the discrimina-
tory tax on imported oil was GATT-inconsistent. The panel
requested that the U.S. remove the discriminatory aspects of
the tax. Despite frequent requests from the affected contract-
ing parties, the U.S. has failed to comply. Canada has
requested compensation pending withdrawal of the discrimi-
nation in the tax. ’

Japanese tariff on lumber

A GATT panel established at Canada’s request proceeded
with its investigation of Japan’s 8 per cent tariff on Spruce-
Pine-Fir dimension lumber. Canadian representatives argued
that the tariff in question discriminated against Canadian




exports because dimension lumber of other species, a like
product, was accorded zero tariff treatment.

European Community enlargement

Canada and the EC continued negotiations on compensation
for impairment of market access to the Community for wet
salt cod and barley resulting from the accession of Spain and
Portugal. The question of whether Portugal had granted a
tariff concession on wet salt cod to Canada in 1961 was
referred to the GATT Director General for arbitration. While
the existence of a binding agreement was not confirmed, it
was suggested that the EC and Canada attempt to find a
solution which would permit a certain continuity in the
existing trade flows.

Pacific salmon and herring

The GATT panel ruling that Canada’s export restrictions on
unprocessed salmon and herring from British Columbia were
inconsistent with the GATT was formally adopted in March.
The Minister for International Trade subsequently announced
that Canada would put in place GATT-consistent landing
requirements for the species compatible with Canada’s
conservation, management and quality-control concerns.
Work began on the development of these measures and
bilateral negotiations continued with the U.S. aimed at
reaching a bilateral settlement of its complaint and avoiding
retaliatory action by the U.S.

U.S. import restrictions on ice cream

In October, Article XXII:1 consultations were held with the
United States concerning its import quota for ice cream,
which prohibits Canadian exports to the United States.
Following further consultations under Article XXIII:1, the
U.S. agreed to conduct a review of its need for import quotas
on ice cream under the terms of its agriculture waiver.

Canadian import restrictions on ice cream and yoghurt
A GATT panel was established on December 20 at the
request of the U.S. to investigate its complaint that Canada’s
import quotas on ice cream and yoghurt were inconsistent
with its GATT obligations under Article XI:1. The parties
agreed on panelists and on the terms of reference.

EC apple import restrictions

At Chile’s request, a GATT panel was established on May 4
to investigate its complaint that the EC’s quantitative
restrictions on imports of dessert apples from Chile and other
third-country suppliers, (including Canada) in April 1988
and lasting until August 31, 1988, were inconsistent with the
Community’s GATT obligations under, inter alia, Articles
XI and XIII. The United States subsequently requested a
panel on the same EC measures and a separate panel was
established. Canada supported the complaints by both Chile
and the United States.

Canadian countervailing duties on beef imports from EC
In September 1987 a GATT panel report recommended that
Canada’s countervailing duties on imports of EC boneless
manufacturing beef be eliminated. The panel concluded that
the Canadian Cattlemen’s Association had no standing to
request an investigation since they did not produce boneless
manufacturing beef. The imposition of the duties at the
Association’s request was thus invalid. Canada has not
agreed to adopt the panel report.

During 1988 the issue was discussed at a number of
meetings of the GATT Subsidies and Countervail Committee
with respect to interpretation of the Subsidies and Counter-
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vailing Duties Code. Canada expressed concern that the
panel’s interpretation would deny Canadian processors

protection they justifiably expect from subsidized imports
under the countervail system.

Export controls

The export of certain goods and technologies is controlled
by government authorities to ensure that their export con-
forms to the law and to government policies. In the year
under review, the Department gave considerable attention to
refining and updating the instruments of control.

The Export Control List, in which products controlled
for export are enumerated, had not been extensively revised
since 1973. As a result, the list did not accurately reflect the
evolution of technology. Approval was given to a revised
list that effectively updated the controls of strategic goods,
bringing these in line with the practices of Canada’s major
trading partners and other members of the Co-ordinating
Committee for Multilateral Strategic Export Controls
(COCOM).

As a result of the changes to the Export Control List,
changes could also be made to the companion control
instrument, the Area Control List. Changes to the Area
Control List resulted in the removal from it of Albania,
Bulgaria, Czechoslovakia, the German Democratic Repub-
lic, Hungary, Mongolia, the Democratic People’s Republic
of Korea, the Socialist Republic of Vietnam, Poland,
Romania and the Union of Soviet Socialist Republics. The
only country remaining on the Area Control List, pending
further changes outlined below, is Libya. These modifica-
tions free up trade in non-strategic goods by eliminatin g the
requirement for permits. Controls on trade with these
countries will now focus on those goods on the Export
Control List. The new Area Control List was pre-published
in the Canada Gazette on February 17.

In September Mr. Clark announced a tightening of
sanctions on South Africa which would extend the control
on exports of high-technology goods to that country.

As a member of COCOM, Canada continued to partici-
pate in multilateral efforts at controls of exports of strategic
goods and technology. Within COCOM, efforts were made
to ensure uniform application of control and enforcement
practices and to refine and revise control lists to ensure they
focus on the goods of greatest concern.

International trade in chemical weapons and precursor
compounds continues to be a matter of international
concern. Although Canada is not a producer of most of
these compounds, it has participated in the Australia Group
on chemical weapons controls and, in addition to maintain-
ing a list of chemicals for which the export is tightly
controlled, a warning list of equipment is being developed
for discussion with Canadian industry.

Import controls

South Africa

Agricultural products, coal, uranium, and iron and steel, of
South African origin, were placed on the Import Control
List effective October 1, 1986. During 1988, greater
precision was provided to Canada Customs on the individ-
ual products banned from importation, monitoring efforts
were continued and investigation of possible sanctions
circumvention were stepped up.



Agricultural products

The Canada-U.S. Free Trade Agreement increased substan-
tially the size of poultry import quotas by incorporating past
supplementary imports into the quota system. The chicken
quota increased from 6.3 per cent to 7.5 per cent, and eggs
and egg products from 1.7 per cent to 3 per cent of domestic
production. This will give greater access, mostly to U.S.
exporters, to the Canadian market.

Committees including industry representatives have been
established to provide advice to the Minister for Interna-
tional Trade on the distribution of the poultry and cheese
quotas among individual importers.

Import controls on ice cream and yoghurt have been in
effect since January 28, 1988. After consultations with
trading partners, import quotas for 1989 were fixed at 345
000 kg for ice cream and 330 000 kg for yoghurt.

Footwear

Effective December 1, 1988, import quotas for women’s
and girls’ dress and casual footwear were terminated. With
the removal in 1985 of import controls on other footwear,
no quantitative restrictions remain on imports of footwear
into Canada. :

Steel

Import monitoring of carbon steel and specialty steel
continued in 1988. Also, exports of carbon steel to the U.S.
continued to be monitored to guard against fraudulent trans-
shipment. Exports of specialty steel products to the U.S.
continued to be governed by an Orderly Marketing Agree-
ment and therefore subject to quantitative restrictions.

Textiles and clothing

On July 30, 1986, a new Canadian textile and clothing
import policy was announced that established the govern-
ment’s intention to negotiate a new framework for the
management of clothing and textile imports for the post-
1986 period. Under the policy, Canada pursued interna-
tional negotiations for the renewal of the Multi-Fibre
Arrangement (MFA), which was extended in 1986 for a
further five years. In 1986 and 1987 Canada sought the
renegotiation of existing bilateral restraint agreements. In
addition the government has pursued negotiations to extend
the scope of agreements to cover new products; it has also
sought agreements with emerging suppliers. In 1988 new
agreements were concluded with the German Democratic
Republic and with the Dominican Republic. New products
were added to the agreements with Bangladesh, Bulgaria,
China, Malaysia and the Philippines. By the end of 1988,
Canada had concluded 26 bilateral agreements. In addition,
unilateral restraints were imposed on imports of clothing
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from North Korea and on imports of clothing and worsted
wool fabric from South Africa. Most of these measures
expire at the end of 1991. A one-year unilateral restraint
was imposed on imports of bed sheets and pillowcases
from Brazil, following inconclusive negotiations.

Between 1982 and 1986, imports of apparel increased at
an annual rate of 11 per cent. A major objective of the
1986 policy is the moderation of this rate of growth.
Imports of apparel rose by 4 per cent in 1987, but fell by 3
per cent in 1988,

The MFA requires that all actions taken under its
provisions be submitted to the MFA’s Textiles Surveil-
lance Body (TSB). The TSB is responsible for ensuring
that actions by MFA members are in keeping with the ar-
rangement’s objective of textile trade liberalization. In
1988, the TSB reviewed and approved a number of
Canadian actions. It rejected, however, the imposition of
unilateral restraints on imports of cotton terry towels from
Brazil. As a result, this action was discontinued in June.

On March 22, 1988, the Minister of Finance announced
a three-part program of tariff relief measures designed to
strengthen the competitive position of the textile and
apparel industries. The program includes tariff reductions
on specialty fabrics, new duty remission programs for
specified fabrics and apparel, and a plan to reduce textile
tariffs to levels comparable with those of other industrial-
ized countries.

In response to apparel industry concerns about the
availability of certain fabrics not made in Canada which
are subject to restraint, a joint committee made up of repre-
sentatives of the Apparel and Fur Sectoral Advisory Group
on International Trade (SAGIT) and the Textile and
Footwear SAGIT was established in 1987, under an
independent chairperson, to examine these concerns and
make appropriate recommendations. In August 1988, the
committee chairperson recommended that quotas be
removed on yam-dyed polyester-cotton fabrics used in
men’s and boys’ shirting. This recommendation is under
departmental consideration.

The Canada-U.S. Free Trade Agreement incorporates a
number of specific rules pertaining to trade in apparel and
textile products that entail monitoring and control. As a
result, consultations were held with the United States to
develop a mutually acceptable administrative system. Most
issues have been resolved. However, several matters
remained outstanding by the January 1, 1989, implementa-
tion date, including the definition of wool vs. non-wool
apparel for tariff rate quota administration.
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The major activities of the Department’s International Trade
Development Branch during the past year reflected its
primary objective: to support the Canadian business com-
munity’s efforts to develop export markets and acquire
foreign investment and technology within the context of
rapid globalization of business and an increasingly complex
and competitive trading environment. These activities
focused on the three major goals of Canada’s National
Trade Strategy:

» to secure and enhance access to world markets;

« to improve Canada’s trade competitiveness; and

« to strengthen Canadian international marketing

capabilities.

These activities also focused on ensuring that Canada
can take full advantage of the business opportunities
emerging from important developments such as:

« the implementation of the Free Trade Agreement with

the United States;

« the current round of Multilateral Trade Negotiations;

« the establishment of a single European market by

1992; and

« the dynamic growth of economic and trade activity in

the Asia and Pacific region.

Two important initiatives were taken in September that
reflect the commitment to improve Canada’s international
marketing support capability and to assist sectors of Cana-
dian industry across the various geographical markets. First,
on September 29, the Minister for International Trade, Mr.
Crosbie, launched the World Market Trade Development
Program, which provides an additional $57 million over
five years to new trade promotion activities in all geo-
graphic markets. Second, the International Trade Develop-
ment Branch was restructured to improve services to the
Canadian business community, to enhance the Depart-
ment’s visibility to current exporters and export-ready
companies, and to strengthen co-ordination of federal and
provingcial trade efforts.

The restructuring created sectoral international market-
ing divisions to support the trade and investment activities
of Canadian firms across the full spectrum of products and
services. These divisions serve as the entry and co-ordi-
nating points for the Department’s trade development
programs and services; they are the locus for the provision
of sectoral market information to business clientele, the
provinces and other government departments; and they
complement the Department’s geographic marketing
capabilities. The creation of these divisions in conjunction
with the establishment of the new International Trade
Centres in all provinces (described below) now provides the
Canadian business community with a network of trade
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commissioners at posts abroad, in all regions of Canada and
in Ottawa.

Defence programs and advanced technology

The Defence Programs and Advanced Technology Bureau
was established during the year to advance Canadian
international interests in science and technology; to provide
advanced technology and defence-related companies with
export marketing assistance and enhance Canadian access
to international markets; and to support companies to take
advantage of the potential offered by defence contracts for
finished products, research and development.

Science and technology

In view of Canadian dependence on access to foreign
technology and scientific achievement, attention focused on
issues such as trade in services, the implications for Canada
of the establishment of a unified market in the European
Community in 1992, intellectual property and technology
transfer. This involved participation in United Nations
bodies dealing with science and technology policy, as well
as the OECD and several ad hoc groups dealing with
specific sectoral interests.

Eight science and technology counsellors in the United
States, Japan and Europe continued to provide timely
information throughout Canada concerning new discoveries
or policies in science and on opportunities for international
collaboration. During the past year, the Department sought
to enhance economic development goals through scientific
collaboration over a broad range of sectors. Under the
umbrella of science and technology agreements or less
formal arrangements, 350 research projects with scientists
in Japan, F.R.G., Belgium, U.K., Norway and France were
pursued. A specialized joint workshop on technology
transfer was organized in Lyon under the auspices of the
Canada/France Science and Technology Agreement.
Current collaboration with the United States, while not
subject to a formal government relationship, was extensive.
The Bureau was also involved in several large science
projects both in Canada and abroad, to take advantage of
the opportunities presented by international collaboration.

Communications

The Department sought to ensure that international policies
kept pace with rapid technological change, particularly as
they enhance the importance and magnitude of trade in
services. In concert with other departments, negotiations at
the International Telecommunications Union (ITU) World
Administrative Telephone and Telegraph Conference were
concluded successfully; the outcome was a progressive
regulatory framework balancing national sovereignty



concerns with those arising from a wide range of telecom-
munications services.

Canadian satellite communications concerns were
addressed at the ITU World Administrative Radio Confer-
ence on the Use of the Geostationary-Satellite Orbit. Work
in the Information, Computer and Communication Policy
Committee of the OECD continued, relating to telecom-
munications technologies policies for economic develop-
ment and the formulation of principles governing interna-
tional transactions.

The Conference on Pacific Co-operation and Information
Technology, co-sponsored with Japan, was organized in
Vancouver by the Asia Pacific Foundation of Canada and
the Atwater Institute. The conference recommended that
information technology-related issues be addressed on a
continuing basis by existing institutions and associations,
particularly the Pacific Economic Co-operation Council.

Canada continued to be active in the Inter-American
Telecommunications Conference of the Organization of
American States (OAS).

Space

Canada, the United States, Japan and 11 European countries
signed an intergovernmental agreement providing for co-
operation in constructing, launching and operating a space
station. An intergovernmental agreement with the United
States, France and the U.S.S.R. was also signed on the
COSPAS/SARSAT search and rescue satellite system, and
an agreement for Canada-U.S.S.R. co-operation in space
science was negotiated.

Planning and negotiations continued in other space areas.
RADARSAT, which will provide information for managing
resources and asserting Canadian sovereignty in the Arctic
and offshore, is being planned jointly with the United
States. Renewed association with the European Space
Agency will provide access for Canadian firms to European
advanced technologies and allow them to exploit growing
markets in Europe and abroad. Negotiations continued with
the U.S. concerning the M-SAT mobile communications
satellite. Several memoranda of understanding between
Canadian government departments and agencies and their
counterparts in other countries, including the United States,
Japan and the U.S.S.R., were under development in areas
such as space science, remote sensing and space technolo-
gies. The Defence Programs and Advanced Technology
Bureau co-ordinated the technical dimensions of Canada’s
participation in multilateral forums that deal with space
policy, including the UN Committee on the Peaceful Uses
of Outer Space and its sub-committees.

The Bureau facilitated contact between Canadian
companies and space experts and foreign clients. In con-
junction with the Canada Centre for Remote Sensing and
CIDA, an international seminar entitled “Environment
~ Management Needs and the New Resource Management
Technologies™ was held to showcase Canadian expertise in
remote sensing and geographical information systems and
to highlight their applicability in developing countries.

Technology inflow program

The Technology Inflow Program (TIP), which assists
Canadian small- and medium-sized enterprises to acquire
the foreign technology and innovation needed to produce
new or improved products, processes or services, expanded
to 32 technology development officers at 24 missions

outside Canada. TIP network officers responded to almost
3 000 requests for foreign technology information or
advice. TIP cost-shared approximately 340 projects.
Operationally, authority to recommend approval of the
simplest outgoing visits was delegated to provincial co-
ordinators of the National Research Council during the
year. As a result, 62 per cent of projects were approved at
the local level.

To bring TIP services directly to corporate users in
Canada, InfoTech 89 was staged in March 1989, under
which 18 technology development officers went to 11 cities
across Canada, over a period of two weeks. Over 300
companies registered for the program and some 1 200
interviews were scheduled.

Advanced technology products and services marketing
Far-reaching technological changes have been taking place,
including a fusion of the traditional telecommunications
industry with the relatively new arrival, the computing
industry. During the past year, the rapid evolution of
informatics, remote sensing, instrumentation and telecom-
munications technology continued. Technology is now a
major factor in wealth creation and international trade, and
thus has become a sector of concentration for missions
abroad.

A global strategy to support companies in their efforts to
identify and penetrate export markets was under constant
development and refinement during the year in review. On a
sectoral basis exporters were provided with an overview of
promotional activities and priorities worldwide, as well as
with marketing advice and guidance.

The Department produced sourcing databases, promo-
tional directories and diskette packages for distribution to
potential foreign buyers on computing products, telecom-
munications products, remote sensing, defence electronics
and instrumentation. A rural telecommunications planning
guide aimed at increasing international awareness of
Canadian capabilities among foreign technical, planning
and procurement managers was produced.

Canadian pavilions and exporter participation were
sponsored at all the major international high-technology
trade fairs including COMDEX, CEBIT, and ASIA Tele-
com. Canada/U.K. Marketplace in London highlighted 40
Canadian data communications and informatics companies,
and this successful format is now being considered for other
high-potential markets. Missions of Canadian exporters of
advanced technology products were undertaken to key
international markets including the Nordic countries,
Australia, New Zealand, France, Switzerland, Austria and
Brazil. Incoming groups from France and Denmark were
assisted.

Defence trade

Defence trade with the United States

Canada’s defence economic relationship with the United
States under the Defence Production Development Sharing
Arrangement has evolved since the Second World War,
when it was realized that the industrial base was an integral
component of the defence of the continent. The U.S.
defence market today presents the largest single opportunity
for Canadian exporters. Under a program to expand partici-
pation of smaller Canadian companies in this market, the
Department organized four training seminars focusing on




the requirements and benefits associated with the Quality
Assurance Program in the Defence Sector, accompanied
senior management and buyers from the U.S. Navy Ships
Parts Control Center on a sourcing mission to Toronto and
Vancouver, and organized an outgoing mission to the Naval
Ocean Systems Center in San Diego.

The second Subcontractors Conference was held in
Toronto in May 1988, and 125 buyers from 80 U.S. defence
contractors and 106 Canadian subcontractors attended.
Canadian participants forecast that $57 million in export
sales would result. _

Throughout the year there was a concerted effort by the
Canadian Embassy in Washington and officials in Ottawa to
counter proposed U.S. protectionist legislation that would
have seriously jeopardized Canadian industrial access to the
U.S. defence market. Proposed legislation was either de-
ferred or modified so as to eliminate the immediate potential
danger to Canadian industry. Canada was named as part of
the U.S. “domestic base™ in the 1989 Defence Authorization
Bill. Defence products were not included in the Canada-U.S.
Free Trade Agreement.

The Technology Transfer Subcommittee, established to
promote co-operation between Canada and the U.S. in the
area of microelectronics, met to resolve technology transfer
problems encountered by Canadian industry.

Defence development sharing working groups met to find
areas in which Canadian companies could develop new
technologies and products that would satisfy American
military requirements while contributing to Canadian
objectives. These joint projects serve to advance the state of
domestic technology and to make Canadian industry more
competitive. A new working group was established with the
U.S. Army Armament Research and Development Engineer-
ing Command, and an exploratory mission within Canada
was conducted to identify potential Canadian partners.

At the 44th annual meeting of the U.S. Air Force Aero-
nautical Systems Division Working Group in October,
ongoing activities were advanced in various aircraft tech-
nologies, including cockpit displays, engine design and
trouble-shooting, and robotic systems. Additional projects
were proposed in the areas of pilot operational clothing and
equipment, chemical defence simulation and air cleaning
systems. Under the umbrella of this working group, in co-
operation with the Aerospace Industries Association of
Canada, a mission of 20 companies went to the Air Force
Wright Aeronautical Laboratories for briefings on U.S.
requirements and individual meetings to identify project
opportunities.

NATO defence industrial co-operation

The Director General of the Bureau, in his role as Deputy
National Armaments Co-ordinator, participated in the
Conference of National Armaments Directors (CNAD) to
enhance armaments co-operation. Participation continued in
some 17 NATO co-operative armaments projects, as well as
in a two-year trial of the comprehensive NATO Conven-
tional Armaments Planning System, which will bring
armaments into a similar NATO planning cycle as that by
which national force goals are developed. NATO Industrial
Advisory Group activities over the year continued to high-
light the role of industry in the strengthening of transatlantic
armaments co-operation, and to resolve industry-related
problems that arise from the complex CNAD program.
Increased efforts were made to attract Canadian industries’
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attention to opportunities in NATO infrastructure com-
mon-funded projects.

European defence trade agreements

Research Development and Production (RDP) Steering
Committee meetings were held during the year with
Sweden, ltaly, the Netherlands and Belgium. In addition,
there were three informal meetings with the U.K. and an
interim steering committee meeting with Sweden. The
Bureau is studying ways to maximize the effectiveness of
the RDP process and is examining the utility of greater
participation by industry and other government depart-
ments. [t also participated in a task force on RDPs spon-
sored by the Aerospace Industries Association of Canada.

Defence products marketing

A joint government-industry marine marketing mission
was conducted to Turkey, Greece and Indonesia to intro-
duce Canadian manufacturers of marine defence equip-
ment to the navies and marine industries of these coun-
tries. A Korean defence industrial group visited over 20
Canadian companies during a tour. Canada participated in
a number of trade fairs, including the Hanover Air Show,
AFCEA (Washington) and Defendory 88 (Greece).
Turkish defence industry officials visited a large number
of Canadian industries capable of meeting their current
defence requirements. Promotional catalogues were
produced covering Canadian cold weather products;
Canadian security products; nuclear, biological and
chemical defence; and defence export shipping.

HiTec

For the first time the High Technology Export Conference
was held in Western Canada, in Vancouver during Sep-
tember 1988. Trade commissioners from the United States
and the Pacific Rim attracted over 100 Western Canadian
companies, many of whom were new to exporting.

Agri-food, fish and resource products

The Agri-Food, Fish and Resource Products Bureau has
been restructured by the addition of a Resources and
Chemicals Division and the consolidation of the Agricul-
tural Products and Food Products divisions into the Agri-
Food Division. Bureau activities now concentrate equally
on annual market planning and program implementation,
and on medium-term market forecasting.

Agri-food

The international issues of importance to the agri-food
sector during the year included the formation of the Free
Trade Agreement with the U.S., the prospective European
single market, and the strong growth of markets in the
Pacific, particularly Korea and Japan. Trade development
events over the past year were numerous, including 13
missions, 24 trade and solo food shows, and participation
in annual meetings of 28 industry associations.

Efforts were made to ensure that the European market
remains accessible to Canadian food products. A regula-
tory Food Additives Fact Finding Mission, in co-operation
with Agriculture Canada, visited four European countries
to evaluate the effect of new regulations on Canadian
product sales. An agreement is being negotiated with the
Leatherhead Research Centre in England to provide
access to its data bank on food regulations through the
Saint-Hyacinthe Food Research and Development Centre.



Another activity was the identification of Canadian
specialty foods that have potential in Europe. This exercise,
to be completed by July 1989, will result in a list of food
items that can find niches in the post-1992 European
Community. Once the list is final, a trade-development
strategy will be prepared to take advantage of export
opportunities.

The wine industry was assisted in the export of premium
quality lines by organizing wine-tasting events, such as the
Taste of Canadian Wines show in Detroit. Efforts were
made to have Canadian viticultural regions and grape
varieties recognized and thus gain access to the EC market.

A honey task force was set up jointly with the industry
to devise strategies for trade development. In conjunction
with Agriculture Canada, a retail honey survey was con-
ducted in the U.S. to pinpoint consumer preferences in
order to develop marketing programs.

The Department continued to encourage the smaller
agri-food producers to organize in order to maximize their
international marketing programs. Thus the Western
Canadian Wild Mushroom Association was formed during
the year. Work is also under way to create a specialty
mushroom association and a berry association.

Bottled water has been showing good export potential
and sales have been expanding rapidly. Increased market
information was provided to the industry and assistance
given to form a national bottled water association.

For the first time, Canada obtained beef orders from
South Korea. The industry has now received contracts
valued at US$18 million. These sales were the direct result
of a Korean food buyers mission organized by the Depart-
ment in August 1988.

Associations were encouraged to make use of the
Program for Export Market Development (PEMD), under
the Special Activities section. The results have been
positive. One example is mushroom exports to the Far East
and Europe, which reached $16.6 million in 1988, com-
pared with $7 million in 1984.

A new initiative was the organization and co-ordination
of a series of solo shows in Taiwan, Singapore and Osaka.
This initiative was sponsored jointly with a number of
provinces and took place under the umbrella of the Federal-
Provincial Market Development Council.

Fisheries

Departmental stands were set up at seafood shows in
Orlando, Long Beach and Boston, and a representative
attended the National Restaurant Show, Chicago, and the
SIAL show in Paris where record on-site sales for Canadian
seafood products were achieved.

Departmental officers led trade missions to Spain,
Boston and New York. An Atlantic Herring Roe Mission to
Japan focused on improving the quality of herring roe
exports; the results were conveyed to exporters at two
Bureau-sponsored seminars at Moncton, New Brunswick
and Yarmouth, Nova Scotia.

Bureau representatives continued to bring the Depart-
ment’s perspective to meetings of industry associations,
including the Fisheries Council of Canada and the Fisheries
Council of British Columbia. A representative also served
as a non-voting director of the Canadian Association of
Fish Exporters.

PEMD Special Activities support was extended to the
Fisheries Council of British Columbia, the B.C. Salmon
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Farmers Association, the Canadian Sealers Association, the
Canadian Association of Fish Exporters and the Fisheries
Council of Canada.

The 1989 edition of the Directory of Canadian Fish and
Shellfish Exporters was completed, along with the first and
second editions of the Fish Product Export Opportunities
Guide. A new series of country guidelines for Canadian
fish exporters was begun.

Resources and chemicals

The Free Trade Agreement with the United States and the
current round of GATT multilateral trade negotiations are
of vital interest to the Canadian resource sector. Assessing
the implications of a single market in Europe by 1992 has
been a major activity for both the Sectoral Advisory Groups
on International Trade (SAGITs) and sectoral working
groups for Europe *92 in which the Department’s newly
created Resources and Chemicals Division participates.

Canadian forest product exports to Europe are expected
to encounter significantly increased trade barriers by 1992.
New grading standards and regulations for softwood
lumber and plywood and continued quota restrictions on
newsprint and specialty papers are areas of serious concern
for the industry. The slowdown in housing starts in the
United States, Canada’s largest market for softwood Iumber
and panel products, has added urgency to the need for
export market diversification.

To address this issue, the Department of External Affairs
has worked in collaboration with Industry, Science and
Technology Canada (ISTC) to help the forest industry
expand and diversify its export markets. It participated in
the program for a Japanese housebuilding mission and co-
ordinated a mission to Canada of U.K. lumber importers to
familiarize them with Canadian production and quality
standards.

An evaluation was begun of the export capabilities,
mandate and interests of Canadian producers of pharmaceu-
ticals and biologicals. Development of a U.S. market
strategy is under way with a newly established association
of the peat moss industry. Export market surveys to deter-
mine areas of potential for metal powders, tungsten metal,
titanium dioxide, selenium, tellurium and graphite are
nearing conclusion. The Department is represented on the
organizing committee for Copper 91, a major international
conference on copper to be held in Canada in 1991. Active
relations are maintained with relevant associations includ-
ing:

» the Council of Forest Industries of B.C.;

* Canadian Lumbermen’s Association:

* Quebec Lumbermen’s Associaton;

* Maritime Lumbermen’s Bureau;

+ Canadian Fertilizer Institute;

* Canadian Chemical Producers’ Association;

¢ Canadian Pharmaceutical Manufacturers’ Association;
*» Canadian Plastics Institute;

¢ Canadian Potash and Phosphate Institute;

» Canadian Manufacturers of Chemical Specialties;
* Society of the Plastics Industry of Canada;

* Mining Association of Canada;

» Canadian Advanced Industrial Materials Forum;
» Coal Association of Canada;

» the Nickel Development Institute; and 4

* the American Powder Metallurgy Institute.
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Capital projects and secondary industries

The reorganized Capital Projects and Secondary Industries
Bureau incorporates the Export Finance and Capital Proj-
ects Division and two newly created sector divisions
responsible for machinery and transportation equipment and
consumer products. It provides a sectoral focus and, in co-
operation with other departmental centres, co-ordinates a
program of fairs and missions and other promotional events.
The Bureau supports the efforts of four Sectoral Advisory
Groups on International Trade. It co-ordinates the export
programs for capital projects, countertrade, international
financing institutions, and Canada Account export financ-
ing. It is the contact point for the Export Development
Corporation and the Canadian Commercial Corporation,
two agencies that offer services to Canadian exporters.

Capital projects
Liaison visits were made to major international financial
institutions (the World Bank, the Asian Development Bank
and the African Development Bank) and to the Canadian
Liaison Offices for these institutions in Washington, Manila
and Abidjan. This allowed the Department to put in place a
tracking system on capital projects that offer potential for
Canadian exporters. General project information is now
published monthly in CanadExport, and comprehensive
project information is available to interested exporters.
Seminars were held in Montreal, Toronto, Vancouver,
Edmonton and Calgary to educate exporters on the intrica-
cies of doing business with international financial institu-
tions. The Department co-ordinates an interdepartmental
committee which was set up in response to exporters’
wishes for a focal point on international capital projects.
Consequently, the resources of a number of departments
can be utilized for the development of selected projects.

Export financing

The Department is responsible for the Canada Account
financing program which is administered by the Export
Development Corporation (EDC). This program is a
financing facility of last resort, which can respond to
exporters’ requests for export finance, trade-related insur-
ance and foreign investment insurance in circumstances
where the EDC is not able to provide such services on its
own account. Since 1986 there has been a steady increase in
demand for Canada Account funds. Fifteen transactions
were signed in 1988 requiring Canada Account financing of
$345 million in countries such as China, Egypt, Morocco,
Algeria and India. A $350 million concessional line of
credit was signed with China. The management process of
the Canada Account has been streamlined to allow efficient
processing of applications for Canada Account funds and to
expedite the handling of smaller export transactions.

Countertrade is another form of financing in demand in
the international marketplace. To strengthen Canada’s
ability to respond to countertrade demands, the Department
provides advice to exporters and maintains an overview of
world countertrade activity.

The Department administers the Cost Recoverable
Technical Assistance Program, which provides developing
countries with Canadian government expertise, and gives
increased exposure in those countries to high-quality
Canadian goods and services (including capital projects).
The Canadian government is reimbursed for its costs by the

foreign government or the Canadian firm that contracts this
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assistance. For example, through this program the services
of Transport Canada have been used by the private sector for
a vessel traffic management system in Hong Kong and for
two airports and a prison complex for Trinidad and Tobago.

Machinery and transportation equipment

The Machinery and Transportation Equipment Division
concentrated on identifying the export capabilities of
companies within its sectoral mandate, which provided the
opportunity to review directly with them information
contained in the Department’s computerized export database
and to revise their listings as necessary. This updated and
more accurate information assists Canadian trade commis-
sioners abroad in identifying companies to pursue export
opportunities.

Interdepartmental working groups were established to
draft and implement programs to increase the export readi-
ness of newly emerging industry sectors, such as energy-
efficient and repewable-energy products and services. The
Division co-ordinates departmental input into environmental
industry trade promotion activities, with special focus on
Globe 90 and the World Energy Conference. Traditional
high export eamers such as the automotive, forestry equip-
ment, and oil and gas equipment manufacturers are receiv-
ing additional assistance through an increase in the number
of potential export opportunities being passed to them.

A Canada-wide study was undertaken to identify the
export assistance requirements of specialized machinery. As
aresult of the study, a recommendation for a program to
assist manufacturers of custom and/or customized machin-
ery to train newly appointed agents and distributors is being
prepared.

Consumer products

The new Consumer Products Division supports the interna-
tional market development activities of the following
sectors: apparel, clothing, footwear, textiles, education,
health and medical equipment, furniture, sporting goods,
jewellery, cultural industries products and giftware. It
pursued a program of corporate visits with key exporters,
industry associations and experts. It reviewed and evaluated
existing and planned market development programs to focus
Departmental resources and to foster a more rational export
market development program. It began a review of the
export strategy for sporting goods in Western Europe.
Similarly, it began studies of federal government support for
export market development in certain sectors, notably
cultural industries, and held discussions with the industry
association to develop an export promotion strategy for the
apparel and fashion industries.

Export development programs and services

A number of important new measures were implemented
during the year under review. These sought to enhance
exporter awareness of market opportunities and support
programs, to strengthen the management systems of the
international trade program, to expand international business
education and to extend the availability of the Department’s
programs to communities across Canada.

Canada Export Trade Month

Canada Export Trade Month (CETM) is a national program
designed to raise the awareness of Canadians to the impor-
tance of export trade and to provide detailed information on
the programs and services available to exporters. The



hallmark of CETM has been the co-operation achieved
among governments, academic groups and private sector
organizations concerned with trade development and interna-
tional business issues. The sixth CETM, in October 1988,
made a significant contribution to the public’s awareness of
the general importance of trade to the Canadian economy. It
also helped to focus attention on the impact of trade issues at
the local level. Activities included nearly 200 seminars,
workshops, conferences and other special initiatives in
communities across Canada. These events were organized by
members of local export promotion committees, which bring
together those organizations involved with international trade
in their province.

Free Trade Conference Series

Organized by the Department in co-operation with local
chambers of commerce and boards of trade, the Free Trade
Conference Series was a national project aimed at providing
to a large segment of the business community information on
the Canada-U.S. Free Trade Agreement and on new U.S.
business opportunities.

Held in three phases between June 21 and November 4,
the project included 42 cities and attracted over 6 000
delegates. Each conference provided basic documentation on
the FTA, and the services and programs offered by the
Department to exporters, in addition to specialist speakers on
topics of interest to exporters and export-ready companies.

Export Marketplace

In its fourth year, Export Marketplace continued to be the
pre-eminent export education event sponsored in Canada by
the Department. Some 100 trade commissioners from
Canada’s missions abroad met with exporters and export-
ready firms to discuss market opportunities and strategies. In
30 communities across Canada, over 2 300 companies
completed more than 8 000 practical interviews over a three-
week period in October. Follow-up with delegates confirms
that Export Marketplace is one of the Department’s most
successful programs in this field.

The Canada Export Awards

The Canada Export Award Program completed its sixth year
of operation. To date, 80 Canadian exporters have received
this prestigious honour. Winners have come from all parts of
Canada and from all industry sectors. Receiving this award
has provided substantial positive benefits, particularly in
terms of customer recognition and employee motivation, for
the recipients.

Joining the long list of winners, the following received the
1988 award: Ault Foods Limited, Baymag, Canadian
Helicopters, Champion Road Machinery Limited, Clearwater
Fine Foods Inc., Geac Computer Corporation Limited, Imax
Systems Corporation, INTERA Technologies Ltd., the
Custom Processing Division of MacMillan Bloedel Ltd.,
Noranda Sales Corporation Ltd., NovAtel Communications
Lid., POSITRON Industries Inc., Rowntree Farms Limited,
Sabian Ltd., and Universal Paper Export. In addition, seven
second-time winners received a *“continuing achievement”
award. They were Babcock and Wilcox Canada, CAE
Electronics Ltd., Canparts Automotive International Limited,
Canpotex Limited, Dow Chemical Canada Inc., FAG
Bearings Limited and Stanley Associated Engineering Ltd.

International Trade Centres
International Trade Centres (ITCs) were created across
Canada in an effort to improve the provision of federal
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export trade services in the regions. The government
allocated $7.2 million of new funds over five years for the
ITCs to undertake new export awareness initiatives and to
develop new support mechanisms, such as a trade informa-
tion computerized network between the ITCs and depart-
mental headquarters, human resources assignment and
training programs, and communication strategies and
programs.

While located in Industry, Science and Technology
Canada’s provincial offices, the ITCs are distinct and
visible entities managed by senior trade commissioners who
report to the executive directors of the provincial offices.
Ten centres have been established, in St. John's, Halifax,
Moncton, Charlottetown, Montreal, Toronto, Winnipeg,
Saskatoon, Edmonton and Vancouver. This network is to be
augmented by four new centres in Quebec City, London,
Calgary and Regina in the next fiscal year. In order to
provide more comprehensive services to the business
community, the regional offices of the Export Development
Corporation and CIDA regional operations will eventually
be located within the ITCs.

Trade event co-ordination

A calendar of trade events within Canada was instituted to
help the Department co-ordinate the activities of organiza-
tions concerned with the promotion of Canadian export
trade. Some 80 organizations contribute to this calendar,
which includes some 300 events; this enables trade activi-
ties to be organized in a more co-operative way and mini-
mizes scheduling conflicts.

Centres for International Business Studies

This program of Centres for International Business Studies
is designed to enhance Canadian managerial capacity to
participate in international business. The centres train
students at both undergraduate and graduate levels in
international business practices and techniques. During the
year, new centres at the University of Saskatchewan and the
University of Alberta were added to the previous five
located at Dalhousie Umversny, Hautes Etudes Commercia-
les, and the universities of Western Ontario, Manitoba and
British Columbia. At the same time the level of the grants to
all seven centres was raised from $80 000 to $100 000 a
year, and a special fund of $80 000 a year was established
to assist other universities to inaugurate international
business courses and research. A centre for the study of
trade policy and law was also established as a joint project
of the Norman Paterson School of International Affairs at
Carleton University and the Faculty of Law at the Univer-
sity of Ottawa.

In addition to training students, the Centres for Interna-
tional Business Studies sponsor a range of courses, semi-
nars and workshops intended to keep Canadian manage-
ment aware of new directions and techniques in interna-
tional business. The centres also sponsor research in this
field to ensure that the teaching and seminar programs
remain abreast of the changing world trading environment.

WIN Exports

WIN Exports is a microcomputer-based database of infor-
mation on over 22 000 Canadian exporters and their supply
capabilities. With the addition of 300 terminals, there are
now 800 WIN Exports users around the world and in
Canada. Terminals were installed at the Department’s
diplomatic missions in Europe, Africa and the Middle East




as well as in Latin America and the Caribbean. Eighty of
Canada’s 96 trade missions have been equipped with WIN
Exports. The newly established International Sectoral
Marketing Divisions within the Department were supplied
with WIN Exports as were the International Trade Centres
across Canada over which the Department has functional
control.

Trade program planning and tracking; trade
information system
The Export and Investment Promotion Planning and
Tracking System provided the Department with geographi-
cal and sectoral synopses of the trade plans of 96 missions
abroad covering 120 markets. These synopses, supple-
mented by quarterly progress and workload reports, serve as
the basis for mission and headquarters program manage-
ment; they also serve as the basis for consultations with
provincial and trade association officials, in order to
achieve a co-ordinated national trade development program.

The first version of an integrated international trade
information system was produced during the year and
consists of:

« WIN Exports;

« the Export and Investment Promotion Planning and

Tracking System;

* adatabase of worldwide trade fairs;

* a database of Canadian trade events; and

* a database of world market opportunities.
This consolidated system will be available on WIN Exports
terminals around the middle of 1989.

Program for Export Market Development (PEMD)
PEMD continues to be the most effective and popular
export development program used by exporters to increase
sales of Canadian goods and services abroad. The program
shares the costs of activities that companies normally could
not or would not undertake alone, thereby reducing the risks
involved in penetrating a foreign market. PEMD, a repay-
able financial contribution, encourages Canadian companies
not previously involved in exporting to become exporters,
as well as encouraging existing Canadian exporters to enter
new geographic markets and new product markets.

The focus during the past year has been to improve the
program’s responsiveness to industry needs and to make it
more accessible. Attention was given to further consolida-
tion of services and to program management; a revised
PEMD Handbook was distributed to over 9 000 firms and
100 trade associations. Sales reported during the year as a
result of PEMD-assisted marketing activities will exceed $1
billion for the second consecutive year. Approved applica-
tions for support under the Industry-Initiated component of
the program rose by 5 per cent during the past year to 2 887.
The Government-Planned component, with a budget of
$14.4 million, supported 133 trade fairs, 44 outgoing trade
missions and 81 incoming buyer missions. A total of 1 316
Canadian companies and foreign buyers participated.
Trading houses
Current departmental policy and support to trading houses
is based on the recommendations of the 1985 government-
industry Trading House Task Force, which assessed the
importance of the sector, identified problems and opportuni-
ties and recommended the formation of the Council of
Canadian Trading Houses.

During 1988, seven seminars aimed at promoting trading
houses and educating companies on their use and selection
were held in Ontario and Quebec in co-sponsorship with the
Council of Canadian Trading Houses. These were well-
attended, reflecting continuing interest in this export
vehicle. Trading houses were also active in participating in
the October 1988 Export Trade Month seminars.

In June 1988, the Department released the publication
Export Markets: The Trading House Connection, which
discusses the role of trading houses, their modes of opera-
tion and services offered, how to use and select them, and
proper pricing for exporting. A total of 738 trading houses
were registered in the WIN Exports system in 1988 includ-
ing 259 from Quebec, 210 from Ontario, 128 from B.C. and
the rest from the Prairie and Atlantic provinces. This
represents a significant growth in the sector since 1983.

Trade facilitation
The Trade Facilitation Program was significantly improved
when the Department agreed, on behalf of Canada, to the

Table 2
PROGRAM FOR EXPORT MARKET DEVELOPMENT
' (Government-Planned)
Number of Number of Number of Budget
proposals projects companies approved Expenditures Sales
Year received approved assisted ($ millions) ($ millions) ($ millions)
1981-82 811 299 1652 8.6 8.8 350
1982-83 1012 308 1 508 10.6 9.5 600
1983-84 1073 341 1 894 12.7 13.1 623
1984-85 1148 448 1750 15.5 14.7 728
1985-86 1033 385 1613 15.7 15.5 763
1986-87 1219 323 1403 12.5 12.7 444
1987-88 1576 297 1539 11.6 122 500
1988-89* 1344 257 1316 14.4 14.4 700
* Preliminary
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Table 3
PROGRAM FOR EXPORT MARKET DEVELOPMENT
(Industry-Initiated)

Number of Number of Amount

applications applications approved Expenditures Sales
Years received approved ($ thousands) ($ thousands) ($ thousands)
1980-81 3324 2498 21 853 9130
1981-82 4200 3064 30929 17 792
1982-83 5538 3998 41111 20874
1983-84 5618 4105 42 054 26975
1984-85 6235 4543 66 781 32 865 353
1985-86 5363 3664 36 260 33706 583
1986-87 4426 2992 29432 24016 572
1987-88 3997 2738 22 258 19 000 1024
1988-89* 3963 2 887 21 807 18 500 1050

* Preliminary

formation of the North American Edifact Board. The Board,
in which Canada and the United States are equal partners,
will be the principal vehicle for influencing the develop-
ment of standardized electronic trade and transportation
messages. Participation in the Board was undertaken to
ensure the competitiveness of Canadian exporters in the
increasingly competitive global marketplace.

With assistance from the Department, representatives of
Canadian industry attended key meetings of the Economic
Commission for Europe to standardize international practice
with respect to trade documents and procedures.

Trade Development Policy and Liaison Secretariat

The Trade Development Policy and Liaison Secretariat was
established during the year to act as a co-ordinating body
for trade development policy and liaison issues. It provides
strategic planning and evaluation for trade development
programs and initiatives and formulates trade consultation
strategies. It also co-ordinates the Department’s interface
with the private sector, via trade and export associations,
the provinces, and other government departments on the
subject of trade development programs and initiatives. It
supports senior management and ministers through the
organization of federal-provincial consultations and meet-
ings on trade issues. In February a meeting of federal and
provincial international trade deputy ministers was held to
discuss issues such as implementation of the Free Trade
Agreement with the United States.

The Secretariat co-ordinated the annual federal-provin-
cial trade consultation process. Teams met with their
provincial counterparts to discuss and co-ordinate the
federal and provincial trade plans for the forthcoming year.
The Secretariat also arranged high-level meetings with
organizations such as the Canadian Exporters’ Association,
the Canadian Manufacturers’ Association and the Canadian
Importers’ Association.

On the policy side, the Secretariat co-ordinated formula-
tion of the current major initiative, “Going Global.” This
initiative has established a three-pillar trade and economic
strategy, centred on the U.S., the Pacific, and the European
Community. Numerous trade development programs and
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policies were formulated, reviewed or evaluated during the
year to improve the services available from the Department.

Foreign investment development

Major activities of the Investment Development Program
(IDP) focus on Canada’s traditional foreign investment
sources, namely, U.S., UK., France, FR.G., Japan and the
Netherlands, to which full-time investment counsellors are
assigned. The program has been expanded, in response to
increased investment activity, to cover additional European
and Pacific Rim countries and the Middle East. The IDP is
now supported by some 44 of the Department’s missions
abroad.

In all areas, the IDP has become more focused, evolving
from the general, widely disseminated promotional mes-
sages of the initial program to individual contact with
targeted corporations and other potential investors. A major
message has been to locate in Canada to supply an inte-
grated North American market; this argument has been
reinforced by the passage of the Canada-U.S. Free Trade
Agreement. The Free Trade Agreement message in offshore
promotion will emphasize the advantages of locating in
Canada for entry into and supply for the integrated market.
Additional efforts have been launched to induce U.S.
corporations rationalizing their operations to locate in
Canada.

Advanced technology has also become a major program
focus over the past year — with increasing attention given
to initiatives including conferences, seminars and a strategic
partnering project. These initiatives are designed to enhance
Joint-venturing/partnering technology transfer arrangements
with foreign companies, which in turn support Canadian
technology development. The Department of External
Affairs has worked closely with Industry, Science and
Technology Canada to identify key high-technology
sectors, after which ISTC liaises with Canadian technology-
based companies to determine their requirements for
investment.

The Department continues to operate the Investment
Development Program with the support and co-operation of




a number of federal and provincial agencies, and has
devoted more time over the past year to working with
municipal economic development agencies — both for par-
ticipation in program initiatives and for support in servicing
investment inquiries.

International Shipping

The Department continued its work in the Maritime Trans-
port Committee of the OECD to ensure Canada’s interna-
tional trade interests are represented in discussions on
international shipping policy. As world seaborne trade
increased during 1988, profitability returned to much of the
shipping industry and rates increased, particularly in the
bulk markets. Discussions focused on developments in
member countries’ shipping policies, the implementation of
the OECD principles of shipping policy, and the prospects
for entry into force of the UN Convention on the Carriage
of Goods by Sea (Hamburg Rules). Activity in this sector
focused on increasing liberalization within the OECD, and
opposing protectionist trends elsewhere. In this regard
several Canadian shippers have noted sales losses arising
from protectionist shipping policies in certain trades, and
the Department, through its missions abroad, has intervened
where necessary to resolve such difficulties. Within
UNCTAD the Department participated in the Diplomatic
Review Conference of the UN Code of Conduct for Liner
Conferences, which because of procedural difficulties did
not complete its work.
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With the collaboration of specific provinces and indus-
try, the Department has initiated a number of research
projects in the field of transportation as a prerequisite to
expanding commercial linkages with the Caribbean,
Greenland and Iceland. Assistance was given a number of
small manufacturers who have encountered problems in
distributing their product to foreign markets.

International aviation

In international civil aviation, ad referendum agreements
were reached with Saudi Arabia, Republic of Korea, the
Netherlands, Jordan, Australia, Argentina, Finland, Trinidad
and Tobago, Japan, Thailand, Norway, Sweden and Den-
mark, and similar agreements with Spain and Australia
were formally signed and brought into force. Negotiations
were also held with France, India, Austria and Brazil, and
consultations continued with the United States regarding the
implementation of existing agreements with a view towards
preserving the basis for international services in passengers,
cargo and mail by Canadian air carriers.

Enhancing international aviation security and combatting
terrorism is a policy priority for Canada. To this end,
Canada has negotiated strong security provisions for
inclusion in all new bilateral air agreements. Canada has
also played an important role as host country of the Interna-
tional Civil Aviation Organization in the improvement of
multilateral aviation security provisions and practices.



Chapter 4 INTERNATIONAL AFFAIRS
AND MULTILATERAL

CO-OPERATION
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The United Nations urged that priority be given to ensuring an effective UN
presence that would be able to guide Namibia peacefully
Security Council through the transition to independence. Canada was active
On October 26 the UN General Assembly elected Canada in bilateral consultations and informal meetings in seeking
and four other countries to the Security Council for a two- such assurances. :
year term beginning January 1, 1989. This election marked Resolution 632, which confirmed April 1, 1989, as the
the fifth occasion in the 44-year history of the United starting date for the implementation of Resolution 435, was
Nations that Canada is serving on the Security Council, adopted unanimously on February 16, 1989, and the budget
which now has 15 members. was approved by the General Assembly on March 2. While
On the previous four occasions it was elected to the Canada was indeed glad to help launch the long-awaited
Security Council, Canada did not have to compete with implementation of Resolution 435, Mr. Clark underlined the
other nations for its seat: there had been prior consensus challenges that lay ahead for UNTAG during the coming
among the Western countries in Canada’s regional group on year. Indeed, delays in approval of the plan and its budget
its nomination. This time Canada found itself competing compressed the minimum six- to eight-week lead time
with Finland and Greece for one of the two seats allocated requested by the Secretary-General for deploying UNTAG
to its group. For this reason the Department undertook a into less than four weeks.
major campaign in the months leading up to the General The Security Council met on February 10, to consider the
Assembly, which involved seeking the votes of all member deteriorating situation in the Palestinian occupied territo-
states of the UN, an activity that was carried out by all ries. In January and February there was no sign that the
missions abroad, in New York and in other UN headquarter level of violence surrounding the Palestinian uprising (or
cities. Canada received 127 votes, which represented Intifada) in the occupied territories was abating. To draw
support from 80 per cent of the membership and an impres- attention to the continuing plight of the Palestinians,
sive vote of confidence for Canada as a contributor to Tunisia, as the country chairing the Arab group, with the
international peace and security. support of the Palestine Liberation Organization, requested
Immediately upon joining the Security Council, Canada the _Security Council to debate the situation in the occupied
had to participate in meetings on the shooting down of two territories.
Libyan aircraft by United States fighters over the Mediterra- In its intervention in the debate, Canada reiterated its
nean Sea. Canada’s Permanent Representative told the determined support of Israel’s right to security and recogni-
Council that Canada had sought and received information tion, and explained that it is the shared values upon which
on the incident from both parties, but had ultimately voted Canada’s historic bond of friendship with the State of Israel
against the resolution condemning the U.S. action because it is established that compelled it to express deep concern
placed full blame for the incident on the U.S. government, over continued violations of human rights of the Palestinian
despite evidence that misunderstandings and errors in judg- people of the occupied territories. After a series of lengthy
ment by the Libyan pilots played a role. The resolution was negotiations, the Arab group replaced much of their con-
defeated as a result of vetoes by the U.S., UK., and France. demnatory language in the resolution in the hope of attract-
From the beginning of its term on the Security Council, ing broad support. Canada supported the resolution, along
Canada was involved in negotiations to authorize the with all other members of the Council except the United
creation of a UN Transition Assistance Group (UNTAG) States, but it was not adopted because of the U.S. veto.
for Namibia and to launch the process intended to bring On March 31, the Security Council met in an informal
independence to that country. The Council also became session to review the situation in Lebanon. It decided that
engaged in negotiations over the implementation of its the Council’s president would issue a statement on the
Resolution 435 of 1978, which provides the framework for Council’s behalf, which expressed encouragement and
Namibian independence. Canada, which had played a support for all current efforts to find a peaceful solution to
prominent role as a member of the Western Contact Group the Lebanese crisis and urged all the parties to put an end to
(together with France, U.S., UK. and F.R.G.) in drafting the confrontations, to respond favourably to the appeals
Resolution 435 during its previous term on the Security launched for an effective ceasefire and to avoid any action
Council, looked forward to assisting in its full implementa- that might further heighten the tension.
tion. The process was not smooth, however, as protracted Reform of the United Nations _
debates on UNTAG’s size and budget delayed approval. The process of administrative and budgetary reform of the
While cognizant of the need for financial prudence, Canada United Nations continued during the year. While the
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general air of crisis surrounding the financial solvency of
the organization abated, recent developments, particularly
in the field of peacekeeping, made clear to all member
states that a stronger and more dynamic UN system will
serve the interests of the global community. Canada has
been in the forefront of those states working in the General
Assembly and the Committee for Programme and Co-
ordination (CPC) to ensure that reforms adopted by the
General Assembly are implemented on schedule and in full.
At the same time, the special commission set up under the
Economic and Social Council (ECOSOC) to examine
intergovernmental machinery in the economic and social
sectors was unable to reach agreement on specific proposals
to streamline the system. However, with active Canadian
participation, this review is continuing in ECOSOC itself
and in the General Assembly.

The United Nations has become a trimmer and more
effective organization. The phased reduction in the number
of staff positions by more than 12 per cent (by 25 per cent
at senior levels) is on schedule. The Secretary-General has
implemented major improvements in the organizational
structure of the Secretariat. The decision-making machinery
on administrative and budgetary questions has been stream-
lined, with the CPC taking a greater responsibility in both
this area and in the establishment of program priorities.
Perhaps as a result of steadfast Canadian commitment to
reform, Canada was elected as a vice-chairperson of the
CPC for the coming year.

The specialized agencies

In the United Nations specialized agencies, the theme of
renewal and reform was also actively pursued. The Food
and Agriculture Organization set in play the most wide-
reaching review of its goals, its field programs and manage-
ment issues since its inception in 1945. A number of
independent experts and consultant firms were involved and
the results will be debated at the 1989 General Conference.
A similar review is under way in UNESCO where the new
Director General, Federico Mayor, has created a blue ribbon
commission headed by Mr. Knut Hammarskjold to review
personnel management and effectiveness in the Secretariat.

The World Health Organization (WHO) elected a new
Director General, Dr. H. Nakajima, the first Japanese
national to head a UN specialized agency. The WHO is
moving from an advocacy role to one that focuses more
closely on technology. During 1988 further progress was
made under the Global Program on"AIDS in helping
governments to develop multi-disciplinary national strate-
gies. It also became apparent that the world’s nations are
within reach of the total eradication of polio, thanks to
WHO’s Expanded Program of Immunization.

In the wake of the tragic shooting down by a U.S.
warship in the Persian Gulf of an Iran Air passenger plane
and the subsequent loss of lives, the International Civil
Aviation Organization (ICAO) played a pivotal role in
determining the exact facts of the case, with the co-opera-
tion of all parties involved, and in examining new guide-
lines to prevent the recurrence of such incidents. The ICAO
Council also decided to hold its next triennial assembly at
the headquarters in Montreal.

The June 1988 International Labour Conference adopted
two conventions of interest to Canada: “Safety and Health
in Construction” and “Employment Promotion and Social
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Security.” It also held a first discussion on the revision of
the Indigenous and Tribal Populations Convention, an issue
of great relevance to Canadian native groups, which were
represented at the conference in the Worker’s component of
the tripartite Canadian delegation. The convention lays
down guidelines for respecting the economic, social and
cultural rights of indigenous populations. Canadian native
groups have been actively involved in developing the
position put forward by Canadian government, employer
and worker groups.

The Commonwealth

Canada continued to have a leadership part in Common-
wealth affairs, attaching great value to the importance of
this unique association in broadening international under-
standing and consensus. Most Commonwealth activities
during the year reflected the preoccupations of heads of
government at their last meeting in Vancouver in October
1987.

That meeting gave renewed impetus to the continuing
struggle against apartheid in South Africa through the
Okanagan Program of Action on Southern Africa and the
establishment of a committee of eight foreign ministers
chaired by Mr. Clark. In meetings over the last year in
Lusaka, Toronto and Harare, the committee pursued the
principal concerns in its mandate. These include widening,
tightening and intensifying sanctions against South Africa;
assisting neighboring states, including Mozambique, which
have been seriously affected by South African destabiliza-
tion; reaching into Southern Africa to assist victims and
opponents of apartheid, including efforts to counter South
African censorship and propaganda; and the future of
Namibia.

The past year marked a new era in the history of Com-
monwealth functional co-operation with the inauguration in
November of the headquarters in Vancouver of the Com-
monwealth of Learning. Following approval in principle by
the heads of government in 1987, this new Commonwealth
agency for distance education was strongly supported by
both the federal and British Columbia governments. The
agency aims to help universities and colleges throughout the
Commonwealth take advantage of the techniques and tech-
nologies of distance learning. Canada played an instrumen-
tal role in the creation of this agency, the first such Com-
monwealth body with headquarters outside Britain, and two
Canadians were appointed to the board of governors. The
principal vehicle for intra-Commonwealth multilateral
assistance, the Commonwealth Fund for Technical Co-
operation, emerged from a period of consolidation with
increased capacity to respond to the needs of over 40
developing countries. Canada remains the largest donor to
the fund, providing $18.5 million to regular programs, and
an additional $1 million for the new special fund for
Mozambique to lessen its dependence on South Africa. In
total Canada contributed over $35 million to multilateral
Commonwealth activities during 1988/89.

Commonwealth finance ministers met in Cyprus prior to
the annual IMF/IBRD meetings in September. Their
exchanges were dominated by North-South issues, includ-
ing the increasing debt burden of developing countries, and
the importance of the Uruguay Round of trade negotiations
for the multilateral system. Senior officials held their



regular biennial meeting in the Seychelles in November to
plan the 1989 Commonwealth Summit and to review the
current status of Commonwealth functional co-operation.
Discussion focused on budgetary and administrative issues,
and reflected continuing preoccupations common to other
multilateral agencies to ensure that increasingly scarce
resources are devoted to highest priority needs. Canada was
also represented at the biennial meetings of the Common-
wealth Youth Affairs Council in Western Samoa in May
and the Commonwealth Science Council in Lagos in
November.

Canadian participation in Commonwealth co-operation
endeavours at the technical and non-governmental levels
was exemplified by attendance at a wide range of confer-
ences and meetings including, for example, the Expert
Group on the Impact of Structural Adjustment on Women,
and the Expert Group on Climate Change and Sea Level
Rise. Canada was host for the eighth meeting of the Com-
monwealth Magistrates’ Association, held in Ottawa in
September. In addition, Canada continued to be an active
contributor to, and participant in, the Commonwealth
Foundation, which supports a wide variety of non-govern-
mental Commonwealth activities, and whose chairman is
the Hon. Robert Stanfield. During the Seoul Olympics, the
City of Victoria was chosen as the site for the 1994 Com-
monwealth Games.

La Francophonie

During the past year, international Francophone co-opera-
tion continued to be the subject of considerable activity,
resulting from initiatives adopted by the Heads of State and
Government at the Quebec City Summit of September
1987, and from the preparations for the third Francophone
Summit, to be held in Dakar from May 24 to 26, 1989 —
the first time it takes place in Africa. The Follow-up Com-
mittee, chaired by Canada, has met more than 20 times
since October 1987 to co-ordinate execution of the deci-
sions made during the last summit, to outline programs and
priorities, and to consider the future of Francophone co-
operation and the body of government and non-government
institutions within which it operates.

In accordance with proposals put forth at the Quebec
City Summit, a number of events took place during the past
year. One of the most noteworthy was the establishment in
Canada of the TV-5 television network, which in coming
months may be extended to cover all of North America, the
West Indies and, eventually, Africa.

The first meeting of the steering committee for the
Energy Institute of Countries Using French as a Common
Language, headquartered in Quebec City, was held to
establish a general programming policy for the next three
years.

With the signing of a memorandum of understanding
between the countries concerned, the process of establishing
the International Consortium for Distance Learning in
French was completed.

The Conference of Justice Ministers of the Francophone
Countries, held in Paris early in the year, will enable the 41
participating countries to embark on a new phase of co-
operation in training and in the exchange of legal and
judicial information.

The Agency for Cultural and Technical Co-operation
(ACCT), the central organ of La Francophonie directly
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involved in considering the changes that will be brought
about by the Single European Market of 1992, held a
symposium in Franceville, Gabon, to discuss complemen-
tary aspects of the European and Francophone communities.
Canada will serve as host for the ACCT in November and
December of 1989; the Special Development Program is to
meet in Moncton, the Board of Directors in Quebec City,
and the General Conference in Ottawa.

Among the institutions of La Francophonie, the ministe-
rial conferences on youth and sports (CONFEJES) and
education (CONFEMEN) met in Chad and Burundi respec-
tively. In the CONFEIJES, the first holding of the Franco-
phone Games, a major event to be held in Morocco from
July 8 to 22, 1989, promises to attract nearly all the member
countries of La Francophonie.

Canada continues to become more involved in all the
non-governmental Francophone organizations, both na-
tional and international.

Human rights and social affairs

The promotion of human rights is a high priority of the
government and an integral element of Canadian foreign
policy. In 1988 Canada was elected to membership in the
UN Commission on Human Rights (CHR), thereby return-
ing to that body as a full member in 1989 after attending in
an observer capacity for the previous four years. Member-
ship in the Commission, which enables Canada to co-
sponsor and to table resolutions, will make possible an
active role in items in which Canada is particularly inter-
ested; these include international indigenous issues, free-
dom of religion, mass exoduses and human rights, enhance-
ment of treaty-based monitoring bodies, freedom of expres-
sion, and advisory services in the field of human rights.
Even as an observer, however, Canada continued to be
active during 1988 in the Commission and in other UN
bodies. Of special note was the substantial work in progress
in the area of standard-setting, where Canada actively
participated in endeavouring to finalize the UN Convention
on the Rights of the Child and to work towards completing
a draft declaration regarding indigenous or aboriginal
populations and updating ILO convention 107 on indige-
nous and tribal populations.

A priority for Canada has been to ensure that multilateral
human rights activities can be pursued effectively and
rapidly through the United Nations. To this end, Canada
continued to promote the UN Advisory Services Fund as a
potentially catalytic service that could strengthen the
institutional mechanisms in support of human rights
throughout the world. In 1988, an initial project was
developed from Canada’s contribution to the fund, in order
to investigate the feasibility of the new Banjul Centre for
Human Rights. Canada also continued to pursue, within the
United Nations framework, ways and means of promoting
greater awareness of human rights through the creation of a
world information campaign, implemented by the UN
Centre for Human Rights in Geneva and the UN Depart-
ment of Public Information in New York. As part of the
events in 1988 celebrating the 40th anniversary of the
Universal Declaration of Human Rights, Canada drafted
and sponsored a resolution at the UN General Assembly
calling for a world program of action to implement the
provisions of the declaration. At the ceremony held in
connection with the 40th anniversary, Professor John
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Humphrey of McGill University was awarded a UN human
rights prize in recognition of his early pioneering contribu-
tions to international human rights law and practice.

Human rights also continued to be an important theme in
Canada’s bilateral relations with other states. Human rights
issues were taken up during the course of ministerial visits,
and Canadian missions abroad were instructed to report
more intensively on human rights matters. In 1988 External
Affairs and CIDA began to implement the provisions of the
new aid strategy, Sharing our Future, especially those
portions of the document dealing with the linkage between
human rights and aid policy. They continued co-operation
during 1988 on a number of human rights training programs
for their professional personnel, in a program developed by
the Canadian Human Rights Foundation. Making use of
contacts built up over the years by many Canadian non-
governmental organizations, as well as by External Affairs
and CIDA, a program was undertaken in 1988 to expand the
human rights materials provided to missions and to enhance
the linkages between human rights groups in Canada and
abroad.

Legislation was adopted in September to create the
International Centre for Human Rights and Democratic
Development, which is expected to become a pivotal
organization in financing, organizing and delivering
international human rights programs and activities. The
Centre is expected to begin its activities in Montreal in
1989, after a president and a board of trustees is selected.

Status of women and global equality issues

Canada continued to build on the increasing awareness and
progress made in status of women issues at the international
level, particularly regarding global equality and women in
development. The Department participates extensively in a
number of international activities designed to raise the
profile of women’s issues on the world stage, as mandated
by the government. As a manifestation of the government’s
commitment to the global advancement of women, the
International Women’s Equality Division was established
within the Department in July 1988 to serve as the Depart-
ment’s focal point for the development, formulation and co-
ordination of Canadian policy on international women’s
issues. It manages, directs and co-ordinates the expression
of these policies in UN forums and other relevant interna-
tional bodies, as well as in bilateral relations with other
states.

With an effective international framework for addressing
women’s issues now in place, Canada’s international
initiatives during the year focused more on addressing
priority issues related to the advancement of women. The
Department sought in particular to focus increased interna-
tional attention on the promotion of international women’s
equality in three areas: education, environment and popula-
tion issues. Canada also remained vigilant in the continuing
multilateral effort to improve the status of women in the UN
Secretariat. In addition, the Department contributed signifi-
cantly to the government’s report on the implementation of
the work plan for women, entitled Dimensions of Equality:
An Update of the Federal Government Work Plan for
Women. The Department also carried out a series of activi-
ties to commemorate International Women’s Day on March
8, 1989, including an exhibit of departmental and other
activities for the advancement of women, the screening of
films, in-house seminars and workshops, media events, and
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the distribution and circulation of a number of publications
in and out of the Department.

Nairobi Forward-looking Strategies for the
Advancement of Women (FLS)

Canada played a leading role in the adoption by consensus
of the FLS in 1985. The Strategies are designed to guide the
international community in its effort to achieve full equality
for women by the year 2000. The Department gave substan-
tial support for the implementation, monitoring and evalu-
ation of the FLS at the international level. It assisted in the
preparation of two documents related to the implementation
of the FLS: Fact Sheets: Nairobi Forward-looking Strate-
gies for the Advancement of Women (Issues and the Cana-
dian Situation), and National Report for the Review and
Appraisal of the Implementation of the Forward-looking
Strategies: Canada.

The Department participated in UN and other expert
group meetings on issues related to the FLS and the ad-
vancement of women, such as the meeting on “Women and
the Economic Crisis” in October 1988 and the meeting to
“review the final draft of the First Regular Update of the
World Survey on the Role of Women in Development” in
February 1989. During the year the Department also
stepped up efforts to achieve full integration of the FLS into
the planning, programming and budgeting systems of the
UN and its specialized agencies and regional commissions.

Canadian delegations to UN bodies have facilitated a
more effective integration of women in UN economic and
development programs by proposing a series of wide-
ranging resolutions. The priority Canada accords to the
integration of women in the development process — one of
the central tenets of the FLS — is reflected in its official
development assistance (ODA) policies and programs, with
CIDA taking the lead. This goal is pursued both bilaterally,
by ensuring, for example, that all Canadian ODA takes into
account the necessity of integrating women in development,
and multilaterally, through participation in key development
agencies and through financial support for organizations
such as the UNDP, UNICEF, the UN Fund for Population
Activities (UNFPA), and the UN Development Fund for
Women (UNIFEM). In 1988/89, Canada contributed $1.25
million to UNIFEM’s core budget and additional amounts
for specific projects. A Canadian was appointed UNIFEM’s
director.

The Department also sought to ensure that issues of
concern to women are addressed in other international
forums, including the Commonwealth, the OECD and its
Development Assistance Committee. The Department has
also been involved in preparations for the next meeting of
Commonwealth ministers responsible for women’s issues,
which will be held in Ottawa in October 1990.

Commission on the Status of Women

The Commission on the Status of Women, established in
1946, plays the central role in overseeing status of women
issues in the UN, particularly the implementation of the
FLS at the national, regional and international levels.
During the past year, Canada was re-elected to its third
consecutive term on the Commission, which will be its sixth
term since first becoming a member in 1958. During the
year the Department sought to ensure that the important
work of the 32nd session of the Commission, held in March
1988, was followed up both in the context of the spring and
summer sessions of ECOSOC and the Third (social affairs)



and Fifth (budgetary) committees of the UN General
Assembly. With the exception of the Commission’s resolu-
tion dealing with the enlargement of its membership, which
ECOSOC sent back to the Commission for further delibera-
tions, all the resolutions and decisions referred by the
Commission to ECOSOC were adopted. In addition, at the
43rd General Assembly Canada was instrumental in
securing the adoption of eight resolutions relating to the
advancement of women, which included legislation dealing
with the Convention on the Elimination of All Forms of
Discrimination Against Women (CEDAW), the implemen-
tation of the FLS, and the improvement of the status of
women in secretariats of the UN system.

The 33rd regular session of the Commission on the
Status of Women, held in Vienna from March 29 to April 7,
1989, discussed a number of issues such as programming
and co-ordination matters, and the monitoring, review and
appraisal of the FLS. Canada achieved consensus for three
important resolutions dealing with programming and co-
ordination issues which, inter alia, will steer the future
work of the UN Secretariat towards addressing the funda-
mental needs of women in developing countries, especially
in sectors of particular importance to Canada such as
literacy, education, population and health.

Convention on the Elimination of All Forms of
Discrimination against Women (CEDAW)

CEDAW, one of four basic UN human rights treaties, is the
principal international legal instrument designed to protect
the rights of women, and constitutes the minimum universal
standard guaranteeing the right of women to equal status
with men. The convention was adopted by the General
Assembly in 1979, and to date has been ratified by 96
countries including Canada, where the convention entered
into force in January 1982. Canada’s term on the committee
overseeing the convention expired at the end of 1988;
however, Canada continues to take an active interest in all
matters related to CEDAW, including the significant
reservations that have been expressed by many states that
have ratified it. Partly as a result of the high rate of ratifica-
tion over a relatively short time, the committee is faced with
a large backlog of first and second reports of the States
Parties that it has still to consider. Accordingly, Canada,
during the past year sought to improve and rationalize the
Committee’s work procedures. Canada submitted its second
report on the implementation of the convention, which is
expected to be considered by the committee in 1990.

Drug control

More and more, drug abuse and illicit trafficking have
become a major foreign policy issue, as countries try to find
solutions to a problem that transcends national borders and
threatens societies and democratic institutions around the
globe. Canada believes that any progress in this area will
come through international co-operation and has thus
encouraged the United Nations to play a co-ordinating role
in the worldwide struggle against drugs.

In December, a major step was accomplished when a UN
diplomatic conference, in which Canada was active,
adopted by consensus the “1988 UN Convention Against
Illicit Traffic in Narcotic Drugs and Psychotropic Sub-
stances.” By the end of March 1989, over 50 countries had
signed the convention. The convention makes international

30

criminal offences of drug trafficking and money laundering,
and creates mechanisms to facilitate the investigation and
prosecution of drug offences and the confiscation of proceeds
derived from them. Extradition of drug offenders, control of
precursor chemicals and co-operation between police forces
are some of the other topics the convention addresses.

As a member of the UN Commission on Narcotic Drugs,
Canada played a leading part at its 33rd Regular Session and
at the UN General Assembly, towards ensuring that proper
follow-up is given to the new convention and to the 1987
International Conference on Drug Abuse and Illicit Traffic.
Canada also increased its contribution to the UN Fund for
Drug Abuse Control, which provides assistance to developing
countries in reducing supply, trafficking and consumption of
illegal drugs. As a follow-up to the Toronto Economic
Summit, a meeting of officials in Washington adopted a
communiqué outlining the Summit countries” balanced
approach to the problem, which includes action to reduce
both illicit supply and demand for drugs.

The Department continued its successful Consular Aware-
ness Program, which warns Canadian travelers of the danger
of involvement with drugs abroad.

The environment

During the past year Canada maintained its leading role in
international activities dedicated to the promotion of sustain-
able development and the protection of the environment, as
international efforts to manage diverse issues such as climate
change, ozone depletion, atmospheric pollution, deforestation
and hazardous wastes gained momentum.

International discussion and broader awareness of the
climate change problem was stimulated in June at the
Toronto Conference on “The Changing Atmosphere: Implica-
tions for Global Security.” In February 1989, Canada was
host to a follow-up meeting of legal and policy experts in
pursuit of a global umbrella framework convention for the
protection of the atmosphere. Canada is also an active
participant in the newly formed WMO-UNEP Intergovern-
mental Panel on Climate Change, which met for the first time
in November. Canada chairs various of the panel’s sub-
groups and is pursuing the development of legal instruments
for the protection of the atmosphere, with particular emphasis
on climate change.

Climate change was the focus for the Environmental
Summit, held at The Hague on March 11, 1989. Canada was
active in shaping the Declaration of The Hague, which 24
countries endorsed in a clear demonstration of political will
to address the problem of atmospheric change and global
warming, and the need for some form of central co-ordina-
tion.

Canada attended the Ministerial Conference on the Ozone
Layer held in the U.K. in March 1989. The Conference
achieved unanimous agreement on the urgent need to combat
the depletion of the ozone layer, and it called for the strength-
ening of the Montreal Ozone Protocol. Canada had already
pledged in February to accelerate the national program to
phase out substances that deplete the ozone layer and called
on other countries to set as a common target a reduction of
chlorofluorocarbons use by at least 85 per cent by 1999 at the
latest.

Atmospheric pollution remained high on the international
agenda. The second protocol under the Convention on Long-




Range Transboundary Air Pollution, on the control of
nitrogen oxides, was signed at Sofia on November 1. Work
has now started on a third protocol for the control of volatile
organic compounds.

The problem of toxic accumulation in the Arctic food
chain was the subject of a scientific evaluation meeting held
in Ottawa in February 1989.

In March Canada joined 33 other nations at Basle in
signing the United Nations Environment Program (UNEP)
Convention on the Control of the Transboundary Move-
ments of Hazardous Wastes. Canada helped create a working
group which will review rules, regulations and practices for
the transport of hazardous wastes by sea, including territorial
seas.

Canada continued to promote in various multilateral
forums the concept of sustainable development. It was active
in the United Nations debate and in achieving a consensus
resolution in the General Assembly on holding a conference
on the environment and development in 1992.

Increasing attention is being paid internationally to the
problem of deforestation, particularly in the tropics. Canada
is one of the largest bilateral donors in the field of forestry
and supports the FAO Tropical Forestry Action Plan, which
seeks to manage tropical forests in a sustainable manner.

Canada encouraged the integration of environmental
concems into international development bank lending
programs, particularly the four-point plan that the Minister
of Finance, the Hon. Michael Wilson, outlined in his
September address to the World Bank.

Other forums in which Canada pursued its international
environmental objectives included the Environment Com-
mittee of the OECD and the Senior Advisors on Environ-
ment and Water Problems, which meet under the auspices of
the Economic Commission for Europe.

The Toronto Economic Summit may prove to have been a
turning point for environmental issues as the Summit leaders
recognized that global environmental problems require
attention and urgent collective action. This theme is ex-
pected to be continued at the Paris Economic Summit, the
Commonwealth Heads of Government Meeting and the
Sommet de la Francophonie in 1989.

Energy

The need to achieve a balance between energy and environ-
mental objectives became a key theme, both within Canada
and in multilateral forums such as the OECD, the Interna-
tional Energy Agency (IEA) and the UNEP/WMQ Inter-
government Panel on Climate Change (IPCC). Bilaterally,
Canada pursued its energy relations with, among others, the
US., UK., Japan, U.S.S.R., Norway, Mexico and Vene-
zuela. Preparations continued for the World Energy Con-
gress, to be held in Canada for the first time, in Montreal in
September 1989. Among domestic energy policy events with
foreign policy implications was the conclusion of the Energy
Options Process, culminating in the August 1988 release of a
report on Canada’s energy choices into the next century.

Components of Canadian energy policy are a minimum
of government intervention, a stable policy climate in which
the market can operate freely, and openness to international
influences. Recognition of the link between the Canadian
energy sector and the forces of international supply and
demand underlie this policy.

In view of the interdependence of the Canadian and
world energy economies, Canada has worked to improve
international co-operation relating to energy. It has taken a
leading part in the IEA, which is an important forum for
discussing energy issues and for developing strategies and
collaborative approaches to energy security. Over the past
year, the IEA’s work has paid increasing attention to the
environmental aspects of energy policies. It has continued
to pay attention to energy security issues arising from
OPEC’s role in oil markets and pricing. An IEA team
visited Canada in October to conduct an in-depth review of
the government’s energy policy.

Several international forums placed new emphasis on
examining the complex inter-relationships between energy
and the environment. The OECD carried out a review on
the integration of energy and environmental policies. The
IEA and the IPCC have begun to focus on the implications
of the global greenhouse effect for possible energy policy
responses. Within Canada, a federal-provincial task force on
energy and the environment was established at the August
meeting of the Minister of Energy, Mines and Resources
and his provincial counterparts. Initially it will study the
effects on energy policies of certain hypothetical limitations
placed on carbon dioxide emissions.

Preparations continued for the World Energy Confer-
ence, a private sector gathering with an anticipated atten-
dance of some 3 000 government and corporate leaders in
the energy sectors of over 80 countries. This conference
will address key issues such as sustainable development,
energy security and investment for energy development.
The Minister of Energy visited Japan in March for a series
of bilateral discussions. Bilateral consultations at the
official level were held with Venezuela in September and
with the United States in December (the Energy Consulta-
tive Mechanism). In addition, a number of senior foreign
government energy representatives visited Canada, includ-
ing the energy ministers of the United Kingdom, Jordan and
Kenya and officials from Norway and Japan. Both energy
committees of Parliament travelled abroad to further
Canada’s energy interests, visiting Western Europe and
Colombia.

A series of circumstances contributed to an increase in
oil prices in the first few months of the past fiscal year.
Greater than expected increases in oil consumption, a new
OPEC production agreement bolstered by supportive
measures on the part of some non-OPEC oil exporters, and
accidents in Alaska and the North Sea produced an increase
in oil prices as supply and demand were brought into a
better balance. By March 1989 oil prices had reached a
ceiling in the US$20 range, up from a 19-month low of
US$12-13 in the autumn of 1988.

There were some significant energy developments in
Canada with international implications. The Canada-U.S.
Free Trade Agreement came into effect. The Canadian
government moved to support energy megaprojects in the
Hibernia oilfield off Newfoundland and in Western Canada.
These projects attracted considerable attention outside
Canada from countries interested in their magnitude and
technological requirements. In September the Minister of
Energy, Mines and Resources announced a new policy re-
garding the regulation of electricity exports and interna-
tional power lines.



Petro-Canada International Assistance Corporation
continued its program of hydrocarbon exploration and
technical assistance projects in a number of countries,
including Ghana, Costa Rica, Madagascar, Morocco,
Senegal, Jordan, Thailand, Nepal and Botswana. In addi-
tion, it supported a program developed by L’Ecole des
hautes études commerciales in Montreal to upgrade the
expertise of petroleum managers in Francophone develop-
ing countries, as well as a similar program for Anglophone
developing countries organized by the Alberta Summer
Institute for Petroleum Industry Development.

Nuclear issues

Nuclear power as an energy option attracted increasing
interest in the past year. This interest was partly related to
concerns over the negative environmental impact of alterna-
tive energy sources such as coal, and greater confidence in
the safety of nuclear power. Considerable international
attention was accorded to the public information program of
the Canadian Nuclear Association and Canada’s responsible
approach to educating its public about nuclear energy.

Canada continued its active participation in the work of
the International Atomic Energy Agency (IAEA) and
assumed the chairmanship of its board of governors for one
year in September. During the past year there was less
politicization within the IAEA and greater concentration on
its primary task — nuclear safeguards. Canada also partici-
pated in various other multilateral nuclear activities during
the year, including meetings of the OECD’s Nuclear Energy
Agency committees and expert working groups. In addition,
Canada participated in both multilateral and bilateral con-
sultations related to preparation for the Fourth Review
Conference of the Treaty on the Non-Proliferation of
Nuclear Weapons.

Bilaterally, Canada signed a nuclear co-operation
agreement with Uruguay, and Canada’s agreement with
Colombia entered into force. Canada also concluded a
limited nuclear co-operation agreement with the U.S.S.R.
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covering the enrichment of Canadian uranium in the Soviet
Union on an “all-in, all-out” basis. Atomic Energy of
Canada Limited (AECL) signed a protocol with the
U.S.S.R. State Committee for the Utilization of Atomic
Energy, renewing nuclear information exchanges between
those two bodies. Canada held consultations on nuclear co-
operation and non-proliferation with a number of nuclear
partners including the U.S., U.S.S.R., EURATOM, Japan,
Korea, Spain and the Netherlands. The safety of U.S.
nuclear power plants being operated close to the U.S.-
Canada border, particularly the Fermi II plant in Michigan,
was a principal topic of discussion between Canada and the
United States. The U.S. was most forthcoming in providing
assurances and information in this area. Canada made a
démarche to Japan regarding fair access for Canadian
uranium to the Japanese market.

The issue of tritium exports from Canada attracted
considerable attention following the start-up of Ontario
Hydro’s tritium extraction facility, which coincided with
reports that the United States was experiencing tritium
shortages for its nuclear weapons program. Canada’s strong
commitment to non-proliferation extends to tritium-related
exports and such exports can take place only if Canada can
be satisfied that they will not be used for nuclear weapons
or any other nuclear explosive device.

Canada continued to be a world leader in the mining and
export of uranium. Exports for 1988 were in excess of
11 000 tonnes, valued at approximately one billion dollars.
Major customers continued to be the United States, Japan
and EURATOM countries. The Department also continued
to support the marketing activities of the Canadian nuclear
industry led by AECL and Ontario Hydro. In preparation
for the 50th Anniversary of nuclear fission in 1989, the
Department co-operated with the Canadian Nuclear Asso-
ciation in preparation for its annual conference in June 1989
with the theme “Fifty Years of Fission: Halfway to the Next
Century.”




CANADA’S
REGIONAL
RELATIONSHIPS

The United States

Virtually every facet of the economic, political, cultural and
social lives of Canada and the United States is affected by
the other country. It is this undeniable fact that challenges
Canadian policy and practice and that has led the govern-
ment to make a priority out of the strengthening of the
relationship.

The government’s basic philosophy is that Canada is
mature enough for a closer relationship with the United
States, a relationship that would benefit Canadians in many
ways. The objective of the Canadian government is accord-
ingly intended to bring about an enhanced and more secure
trade relationship; to encourage new investment in order to
stimulate growth and create employment; and to seek
increased co-operation in areas of common concern, such as
the protection of the environment and the defence of North
America.

The past four-and-a-half years have seen numerous
accomplishments. The governments may not always have
been in agreement — for example, the Reagan administra-
tion refused to act on the acid rain problem — but close ties
have allowed both countries to deal positively with a con-
siderable range of other bilateral questions. The negotiation
and passage by the U.S. Congress and by the Canadian Par-
liament of the Free Trade Agreement, which came into
effect January 1, 1989, is the primary example. The FTA is
a new step forward, as it assures a basis for the continued
economic growth in the Canada-United States trading rela-
tionship, already the largest in the world.

The primary mechanism to ensure the management of
this relationship is that of regular bilateral summits and
informal working meetings between the two heads of
government. During the period under review, Prime Minis-
ter Mulroney visited Washington in April 1988, where he
addressed a joint session of Congress. As a sign of the
continuing close friendship between the two countries and
to illustrate the importance of these meetings, President
Bush’s first foreign visit was to Ottawa, on February 10,
1989. At that time, he pledged that his administration would
introduce legislation to deal with acid rain, one of the major
bilateral problems.

Another important element of the relationship, the
regular meetings between the Secretary of State for External
Affairs and the U.S. Secretary of State, have also continued
under the Bush administration. (Mr. Clark was to visit
Washington on April 11, 1989.) In addition, periodic visits
of key ministers in both directions ensure close attention to
bilateral issues at the highest levels of each government.

To better react to the complex and diffuse nature of
decision—making in the United States, the Canadian Em-
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bassy in Washington and the 12 Canadian consulates
general and consulates throughout the United States have
continued to place much emphasis on their Congressional
liaison and communications activities, designed to advocate
Canada’s positions on policy issues of importance to the
relationship and to encourage positive decisions from Can-
ada’s perspectlve by the Executive and Congress as well as
state governments. Major efforts in this regard were made
on the FT A/trade relations and environmental — especially
acid rain — fronts.

Bilateral trade relations

Canada and the United States share the largest, most
complex bilateral economic relationship of any two coun-
tries in the world. The benefits from this relationship should
continue to grow with the implementation of the Canada-
U.S. Free Trade Agreement.

Trade figures for 1988 show that Canadian exports to the
United States totaled $101.0 billion, an increase of 4.9 per
cent over 1987. This was the largest percentage increase in
Canadian exports to the U.S. since 1985. The amount might
have been greater, but for the fact that the Canadian dollar
appreciated by some 13 per cent in relation to its U.S.
counterpart in the 1987-88 period. Merchandise imports
from the U.S. totaled $88.1 billion in 1988, an increase of
11 per cent over the previous year. Total two-way trade in
goods, at $189.1 billion in 1988, represented a 7.7 per cent
increase from 1987. Canada achieved a surplus of $12.9
billion in bilateral merchandise trade in 1988, a 24 per cent
decline from 1987, when the surplus was $17 billion. This
change was caused by growth in imports due to continuing
strong consumption and investment in Canada. The 1988
trade surplus in Canada’s favour was the smallest since
1983.

Approximately 73 per cent of total Canadian exports of
goods went to the United States during 1988, and the U.S.
supplied some 66 per cent of Canada’s total imports.
However, the merchandise trade figures do not provide a
complete picture of the economic relationship between the
two countries. In excess of 20 per cent of all bilateral
transactions consist of non-merchandise trade in services,
transfers and investment income, an area in which Canada
has historically run a deficit with the United States. These
recurrent shortfalls in non-merchandise trade have tradition-
ally produced a positive balance for the United States in the
bilateral current account.

Figures for 1988 show a surplus of bilateral non-mer-
chandise transactions in favour of the U.S. of $14.5 billion,
resulting from Canadian non-merchandise payments of
$33.0 billion and receipts of $18.4 billion. The 1988
Canadian current account balance with the United States



Table 4
CANADA’S TRADE WITH THE UNITED STATES
(millions of Canadian dollars)

PER CENT SHARE OF YR-OVER-YR
CURRENT ACCOUNT — Not Seasonally Adjusted CANADA’S TOTAL PER CENT

EXPORTS, IMPORTS CHANGE
MERCHANDISE TRADE 1986 1987 1988 1986 1987 1988 87/86 88/87
Merchandise exports 93323 96 581 101581 778 766 741 35 52
Merchandise imports 76 407 79 154 87992 694 687 690 36 112
Merchandise trade balance 16916 17427 13 589
NON-MERCHANDISE TRADE
Non-merchandise receipts 16 009 15227 18418 -4.9 210
Non-merchandise payments 28 202 28 098 32958 -0.4 17.3
Non-merchandise balance -12193 -12 871 -14 540
TOTAL CURRENT ACCOUNT BALANCE 4722 4556 -952
CAPITAL ACCOUNT — Not Seasonally Adjusted
Total Canadian claims -7203 -7 900 -5 001
Total Canadian liabilities -2128 7127 7102
Total capital account -9 330 -774 2100

Source: Statistics Canada, Quarterly Estimates of the Canadian Balance of International Payments, 67-001, Fourth Quarter 1988.

(including merchandise and non-merchandise trade)
consequently had a deficit of $952 million. This surplus in
favour of the United States equals less than 1 per cent of the
value of all bilateral merchandise and non-merchandise
trade for 1988, a year in which total two-way transactions
amounted to $240.9 billion. Therefore the bilateral current
account is in virtual equilibrium.

In recent years, continued strong pressures in the United
States for the imposition of restrictions over a range of
Canadian exports of resource-based, agricultural and
manufactured products demonstrated a need to secure
access to the U.S. market and to reduce Canadian vulnera-
bility to American protectionism.

This trend continued in 1988 when the United States
initiated dumping/countervailing duty investigations on a
variety of Canadian products, extended import quotas on
specialty steels and cedar shakes and shingles, and com-
menced national security and patent infringement investiga-
tions in a number of areas.

Additionally, U.S. actions have threatened imports from
Canada of a variety of manufactured and primary products
from carbon steel to ground fish and lobsters, as well as
disputes involving a wide variety of goods including dairy
products, wool, plywood, and salmon and herring.

Canada has been active on a number of fronts to safe-
guard its legitimate interests and to assist Canadian industry
in opposing unwarranted U.S. actions. Representations have
been made to U.S. decision-makers concerning such
damaging U.S. practices as the U.S. Export Enhancement
Program (an agriculture export subsidy which has serious
implications for Canadian wheat exporters), and a proposal
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by the Environmental Protection Agency to ban the use of
asbestos. The Canadian government has opposed the pro-
posal to include Canada in voluntary restraint agreements
governing steel, the discriminatory U.S. tax on oil imports,
which is inconsistent with U.S. obligations under the GATT,
as well as some of the more protectionist provisions of the
Omnibus Trade and Competitiveness Act of 1988.

Trade issues continue to figure predominantly in meetings
between Canadian ministers and their U.S. counterparts. In
addition, there are continuous informal contacts between
Canadian and U.S. officials, supplemented by written
representations to the administration and members of
Congress on a broad range of important trade issues.

Free Trade Agreement
The most significant of all the activities undertaken by the
government in its drive to improve the bilateral trading
relationship was the successful negotiation of the Free Trade
Agreement. The Agreement provides for the elimination of
all bilateral tariffs and other border restrictions within 10
years, backed up by clearly defined rules of origin; special
measures to enhance market access for each other’s export-
ers in the areas of agriculture, energy, automotive products,
and wine and distilled spirits; liberalization of the regulatory
framework surrounding government procurement, invest-
ment and financial services; a precedent-setting code, which
provides for national treatment in future legislation of a
broad range of service sectors; and institutional provisions
for the impartial resolution of disputes and for overseeing
implementation.

Standing bodies are mandated to complete a complex list
of tasks or to monitor progress. The Agreement calls for

J—




eight working groups and a monitoring committee on
agricultural technical standards, a select panel on the auto
industry, a working group on subsidies and a joint advisory
committee on rights for retransmission of radio and televi-
sion programs.

Standing consultations are to take place on agricultural
issues, services, tourism and temporary entry of business
persons. Various modes of co-operation and ad hoc consul-
tations are also set out in the FTA. These include consulta-
tion on any matter affecting the Agreement, such as pro-
posed major changes in customs administration; bilateral
safeguard action; financial services; proposed designation
of a monopoly, as well as other issues of mutual concern.

The principal standing body is the Canada-U.S. Trade
Commission, which is headed by the Minister for Interna-
tional Trade for Canada and on the U.S. side by the United
States Trade Representative. The Commission supervises
implementation of the FTA, seeks to resolve disputes at an
early stage and oversees the further elaboration of the
Agreement. The Commission can refer disputes to panels of
experts or to binding arbitration, as appropriate. The first
meeting of the Commission was held in Washington on
March 13, 1989. Pursuant to the commitment on standing
consultations, it decided to establish a new joint working
group, reporting to the Commission, on rules of origin and
customs-related market access issues. Another working
group is to consider requests from interested parties for
accelerated elimination of tariffs on specific products; many
such requests have already been received from U.S. and
Canadian industries. Both governments have now estab-
lished procedures for pursuing these applications. Follow-
ing domestic consultations, bilateral discussions will be
held during 1989 with a view to implementing agreed
changes to the FTA tariff schedules on or about January 1,
1990.

The Commission also formally established the eight
agricultural working groups and a monitoring committee,
which comprises representatives of those agencies partici-
pating in the working groups. The monitoring committee
will be co-chaired by the U.S. Under Secretary for Interna-
tional Affairs and Commodity Programs and by the Senior
Assistant Deputy Minister and Co-ordinator of the FTA for
Canada, or their representatives.

It was further agreed that the parties would name their
chief representatives to the subsidies working group no later
than May 1989, and would agree on terms of reference and
membership of the Select Panel on Autos no later than April
1989. The Commission will meet at least twice annually.

Export trade development
The Department’s trade development efforts continue to be
concentrated on the United States. Canadian exports to the
U.S. represent one-quarter of Canada’s GDP and some two
million jobs. The surplus on trade in goods with the U.S. is
of such magnitude that it more than offsets the Canadian
trade deficits with all of its other major trading partners
except the Soviet Union, China and, more recently, Japan.
During 1988, as part of its Free Trade communications
strategy, External Affairs has participated in a series of
cross-Canada free trade conferences to explain the Agree-
ment and to promote business opportunities resulting from
the FTA to 6 230 business contacts. There were three
phases to this series of conferences, which were organized
in co-operation with local chambers of commerce and
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boards of trade. In all, 42 cities were covered: virtually one
conference in every major business centre in the country.

Following the passage of the free trade legislation, the
Department assessed how to assist small- and medium-sized
exporters to take full advantage of the Agreement. As a
result, the Department in co-operation with the Canadian
Exporters’ Association decided to undertake in January a
series of seminars on U.S. customs procedures in the post-
FTA environment in 12 cities across Canada, which attracted
more than 2 200 business people. A second series of seminars
on U.S. government procurement was held in February in 10
cities and drew another 900 business people. A third series of
seminars on export financing for the U.S. was to be held in
April 1989.

Almost 300 trade promotional events were undertaken by
trade commissioners located in 22 cities in the U.S. and by
market development officers at headquarters in Ottawa.
These events were financed from three sources: The National
Trade Strategy, a program focusing on incremental trade
promotion activities in the U.S., which has resulted in direct
export sales of $371 million plus $541 million projected over
a 12-month period following the event; the Program for
Export Market Development, a program under which the
government shares financial risk with the private sector for
export projects that would not ordinarily be implemented
without assistance, resulted in $33 million in on-site sales
plus $414 million projected over the next 12-month period;
the Post-Initiated Promotional Program, which allows
Canada’s U.S. posts to take advantage of emerging trade
promotional opportunities in their territories, resulted in
export sales of $9 million on site, with $74 million projected
over 12 months.

On September 29, Mr. Crosbie announced that the govern-
ment would allocate additional funds for trade promotion
activities over the next five years to assist Canadian exporters
to take advantage of the opportunities resulting from the Free
Trade Agreement. In real terms, this means about $6 million
more in export promotion funds annually for the U.S. market.

The U.S. Trade Development Program, as financed above,
covers a very wide field of activity. The following are a few
specific examples:

1) One of the most successful initiatives in the U.S. in
recent years is the New Exporters to Border States
Program (NEBS). This program introduces small- to
medium-sized businesses from every region of the
country to the entire process of exporting to the U.S.
NEBS missions endeavour to take the mystery out of
what can otherwise seem to be a most intimidating
activity. Of the first 500 companies participating in this
program, more than half followed up and made first-
time export sales valued at $50 million. This represents
about 1 200 person-years of employment, and $211 of
export revenue for every tax dollar spent on the
program.

The New Exporters to the U.S. South is a new program
for the numerous small- to medium-sized companies
from every region of the country which have traded
traditionally just over the Canada-U.S. border as a
logical extension of their Canadian operations. Under
this program, companies will be encouraged to venture
into other U.S. regional markets by participating in
outgoing, sectorially based missions, usually to a post
or a selected regional trade fair.

2)



3) Computerization of the trade posts within the U.S. has
been completed, allowing them to take advantage of
the benefits of the World Information Network (WIN
Exports). This system gives trade officers in the field
and at headquarters immediate access to the products
of more than 22 000 Canadian exporters. WIN
Exports was developed only in 1986, but is already
proving to be a tool of considerable potential.

4) The U.S. in reality consists of about six or seven very
large but distinct regional markets, each with its
unique characteristics. To ensure a broader penetra-
tion of the U.S. market, but more important to take
advantage of emerging market opportunities in major
metropolitan centres, the concept of low-cost “satel-
lite” trade offices was introduced. Their role is to
deliver priority trade programs in the most cost-
effective manner. Satellites are now operating in
Orlando, Santa Clara, El Segundo, Pittsburgh,
Cincinnati, Dayton, St. Louis, Philadelphia and
Houston.

To assist Canadian exporters to take better advan-
tage of the opportunities available to them from the
FTA, the Department decided to open five new
satellite offices in 1989/90, in San Juan, Miami,
Princeton, San Diego and Denver. By the autumn of
1989, there will be a total of 27 U.S. trade offices,
ensuring Canadian exporters have the widest possible
access to export opportunities in every major region
and metropolitan centre in the U.S.

5) Total non-defence purchases by the U.S. federal
government, the largest single purchaser of goods and
services in the world, is about $41 billion annually.
Opportunities for sales by Canadian firms to the U.S.
government are as diverse as the total U.S. market
itself. In practice, however, such sales have been
hindered by various regulatory impediments that limit
foreign supplies, such as “Small Business” and other
“set-aside” programs which establish contract value
thresholds. The Free Trade Agreement, by lowering
these thresholds (from US$171 000 to US$25 000),
has significantly increased procurement opportunities.
Government procurement has been a priority sector
during the past year, with a comprehensive program
of seminars, missions and trade fairs undertaken
during the year; it will be targeted increasingly in
External Affairs programming.

6) Canada’s sales of defence equipment to the U.S.
amounted to approximately three billion dollars in
1988. A significant proportion of this amount was in
higher technology items critical to the development of
Canada’s industrial base and export competitiveness
in both military and civilian markets. Although
Canada and the U.S. have maintained a degree of free
trade in defence products for some years, this aware-
ness and acceptance of Canadian capabilities is likely
to be augmented in the wake of the general expan-
sionary trading environment of the Free Trade
Agreement.

The 55 events making up the defence trade program
during the year included missions of sellers to major pro-
curement commands in the U.S., groups of buyers from
procurement agencies to visit Canadian exporters and
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mspect their plants, and Canadian company participation at
major U.S. trade shows.

Investment development

Given the primary importance of the United States as a
source of direct investment in Canada, that country is a major
target for investment promotion by Canadian missions.
Almost 10 per cent of personnel resources at U.S. missions
were engaged in the Investment Development Program,
including specially appointed investment counsellors at the
consulates general in Los Angeles and New York, who
pursued investment development prospects at senior levels in
these major centres.

Since its establishment in 1985, the program in the U.S.
has become more specific sectorally. Increasingly, it is
oriented towards identifying and encouraging prospective
investors in priority fields (e.g., electronics, biotechnology,
health care products, and advanced industrial materials and
processes), which bring with them high levels of technology
along with good possibilities for creating jobs and enhancing
Canadian labour skills and export capabilities. New “green-
field” investments, joint ventures, strategic partnering and
licensing arrangements are highly valued.

In the United States, the program is conducted largely by
missions contacting U.S. business people. The focus is on
specific promotional events (close to 60 during the year):
seminars for targeted members of the U.S. business commu-
nity on the Canadian business and investment climate and on
Canadian industrial interests and capabilities; investment
information booths at key U.S. industrial fairs and confer-
ences; advertising placements to promote investments in
priority sectors; direct mail and telemarketing campaigns to
selected prospects and most important, the one-on-one
contacts that missions have with prospective investors.
Canadian missions in the U.S. are now in touch with some
5 000 prospective investors yearly. With the advent of the
FTA, this level of investment should increase substantially,
and possibilities for bilateral corporate linkages should
become even more diversified.

The Department has prime responsibility for carrying out
the investment development program abroad, but it requires
close day-to-day working relationships with other agencies
and organizations: Industry, Science and Technology Canada
(for sectoral and regional input into the program’s develop-
ment and implementation and for servicing investment leads);
Investment Canada (for general promotional support, com-
munications campaigns, research work and lead follow-up);
and also the provinces and many regional and municipal
authorities and industrial associations. The program also
benefits from and complements other programs of the
Department, including trade promotion, technology inflow,
entrepreneurial immigration, public affairs and corporate and
congressional liaison. In the case of investment, trade and
technology development and of entrepreneurial immigration
especially, joint projects have proven to be one of the most
cost-effective ways to use promotional resources.

Tourism development

Tourism significantly contributes to the Canadian economy.
In 1987, it accounted for $21 billion in revenues directly
generated, including 600 000 individuals directly employed,
and $6.3 billion in foreign exchange earnings (making
tourism one of Canada’s largest export sectors).




Although Canada receives visitors from many countries,
the U.S. is still its major foreign tourism market. In 1987 the
U.S. provided 93 per cent (37 million) of all international
tourism arrivals and 66 per cent ($4.2 billion) of international
tourism revenues to Canada.

Since 1982, responsibility for co-ordinating the tourism
program has been shared between Tourism Canada, which is
part of Industry, Science and Technology Canada, and
External Affairs. The latter carries out the program abroad. It
is specifically charged with developing a number of market-
initiated activities aimed at promoting new tourism develop-
ment products.

During the past year, the federal government spent close to’

$1 million in support of local marketing activities initiated by
the trade missions in the U.S. This contribution was matched
four to one by the provinces and the private sector. It gener-
ated $250 million worth of tourism business in Canada. The
meetings and conventions segment alone was responsible for
$225 million.

Environmental and transboundary issues

Transboundary acid rain continued to be the most important
unresolved issue between Canada and the United States. In
quarterly meetings with his American counterpart, Mr. Clark
repeatedly stressed Canada’s view that the most effective way
to deal with transboundary acid rain is to negotiate a bilateral
air quality accord which would include specific targets and
timetables to reduce emissions to environmentally safe levels
and to keep them there. In his address to a joint session of
Congress in April, the Prime Minister emphasized the highest
priority the government attaches to this objective and the
determination with which he would pursue it. He told Con-
gress that “Canada will continue to press fully its case to rid
our common environment of this blight — and we shall per-
severe until our skies regain their purity and our rains recover
the gentleness that gives life to our forests and streams.”

Despite these efforts, the Reagan Administration contin-
ued to say that the call for a bilateral accord was premature
and that more scientific research was required. However,
during the 1988 presidential election campaign, clear indica-
tions emerged that American policy would change. Both
candidates stated that they supported acid rain controls.
George Bush stated that the time for study had passed and
that the time for action had arrived. He called for a cut of
“millions of tons” in acid rain-causing emissions by the year
2000. In keeping with his election pledge, President Bush,
during his visit to Ottawa in February, indicated that his
administration would soon table acid rain legislation and that,
subsequent to its introduction, negotiations with Canada for a
bilateral accord could begin.

The work of implementing the protocol amending the
Great Lakes Quality Agreement began in 1988, and has
included two sets of Canada-U.S. consultations designed to
track progress in this regard. The implementation of the
Niagara River Toxics Management Plan, which includes
Canada, the U.S., Ontario and New York State also moved
forward with the development of lists of priority chemicals on
which effluent control efforts will focus.

Severe summer drought conditions resulted in an Illinois
proposal to divert additional water from Lake Michigan at
Chicago. Canada immediately informed American officals of
its long-standing opposition to such unilateral diversions from
the Great Lakes. ‘

In September, Canada and the United States asked the
International Joint Commission to re-examine the problem
of air pollution in the Windsor-Detroit area. The 1JC was
requested to give particular attention to the effects of
emissions of toxic chemicals from incineration facilities, in
view of the potential detrimental effects of emissions from
the Detroit incinerator and other smaller facilities in the
area.

The Department continued to press Canada’s concerns
over the potentially harmful effects on wildlife, notably on
the Porcupine Caribou Herd, which would result from
opening the coastal plain of the Arctic National Wildlife
Refuge in Alaska to oil and gas developments. The Depart-
ment assisted in the organization of visits to Washington by
representatives of the native Canadian users of the caribou
to present their concerns directly to U.S. legislators. Mr.
Clark raised the matter several times with his U.S. counter-
part.

Canada-U.S. negotiations on Saskatchewan’s Rafferty-
Alameda dams project began in January 1988 and con-
cluded in January 1989 with a draft agreement which was
acceptable to both the Canadian and U.S. negotiating
delegations.

An agreement for construction of a joint ring levee to
protect the town of Emerson, Manitoba, and the village of
Noyes, Minnesota, from flooding was concluded between
Canada and the United States in August 1988.

Energy

The Canada-United States trade in energy is the most
extensive in the world, with a value of over $12 billion in
1988. To implement the policy announced at the March
1985 Quebec Summit, the two countries continued to work
toward the removal or reduction of barriers in Canada-U.S.
energy trade. Prior to the Free Trade Agreement, much had
been accomplished and free trade in energy was close to
achievement. With the entry into force of the Agreement,
energy relations will be on a more secure footing: Canada
has gained assured access to U.S. markets and the United
States will benefit from non-discriminatory access to secure
Canadian energy.

Transportation .

The Canada-U.S. Motor Carrier Consultative Mechanism
undertook to ensure the greater compatibility of safety
standards in both countries. The Canada/USA/Seaway/
Great Lakes Consultative Mechanism continued work on
the co-operative management of the system. Both countries
initiated a comprehensive examination of the Great Lakes
Pilotage Study released by the U.S. Department of Trans-
portation in December.

Following the publication by the U.S. Department of
Transport of Final Rules on Substance Abuse in the Trans-
portation Sector, a bilateral working group was created in
the autumn of 1988 to address the potential transboundary
implications of drug testing in all modes of the transporta-
tion industry.

Communications

Cultural and communications issues continued to arise on
both sides of the border. The U.S. expressed concern over
Canada’s book publishing and distribution policy, espe-
cially in the context of the required divestiture by an
American company of two small Canadian publishing



firms. The U.S. also raised several questions on the imple-
mentation of Canada’s cable retransmission rights regime,
which is to be in place by January 1, 1990. The United
States has expressed concern about the proposed definition
of distant TV signals, the retransmission of which would
entail payments of fees by cable operators.

Negotiations were concluded with the U.S. and Mexico
on a new trilateral arrangement for the use of the geostation-
ary satellite orbit. Canadian and U.S. officials continued to
work on the co-ordination of the next generation of Cana-
dian fixed satellites, Anik E. Canada continued to press the
U.S. to proceed with the licensing of its mobile communica-
tions satellite services provider, which would give these
services on a North American basis in conjunction with
Telesat Canada.

Canada-U.S. fisheries relations
Canada-U.S. fisheries relations are largely governed by
geography and the migratory habits as well as the commer-
cial value of fish. This places both countries in a competi-
tive situation, which also necessitates their co-operation.
One of the principal negotiations with the U.S. concerns
salmon on the Yukon River. These negotiations, in which
progress has been slow, began in 19835 in an effort to resolve
catch allocation of Canadian-origin salmon. About 50 per
cent of Yukon River chinook and autumn chum salmon are
of Canadian origin, but the Americans take between 80 and
90 per cent of them. Throughout the year, preparations for
the next formal negotiating session, in April 1989, were
aimed at achieving some substantive progress. Canada will
continue to pursue the issue with the U.S.

Culture
There was increased activity by the Department, the Em-
bassy and the consular missions in the cultural, academic,
and public milieus across the United States. The 1986
Cabinet decision on Canada’s international cultural relations
confirmed that the United States was the highest priority
country for arts promotion and academic relations. The
Canadian Studies program, which is aimed at enhancing the
research and study of Canada at American colleges and
universities, was very active. In addition, there have been
increased opportunities for Canadian artists to exhibi. and

- perform throughout the United States in both the public and
commercial sectors. Of special note were events in connec-
tion with the 50th anniversary of the National Film Board.

Intensive efforts were made to present to a wide range of
American opinion-makers factual information on the Cana-
dian role in the relationship. Several series of publications
were distributed to present the Canadian perspective on
issues of importance, such as acid rain, trade relations, and
the defence partnership.

Group visits by influential U.S. opinion-makers to
Canada, such as members of Congress and their staff, state
legislators and journalists, were organized. Increased em-
phasis was also given to media relations by the Department
and its missions, which resulted in increased coverage of
Canada in the U.S. media.

Parliamentary relations

The Department continued to support parliamentary ex-
changes with the United States. It continued its grant to the
Centre for Legislative Exchange to facilitate visits by
members of Parliament and Congress. Exchanges last year
included an examination of the Canadian health care system

by American legislators and a visit to Washington by five
members of the Canadian Senate to learn about U.S. natural
gas issues, including marketing, regulation and the antici-
pated impact of the Free Trade Agreement.

Western Europe and the European Community

Relations between Canada and Western Europe were
expanded as 1992, the target year for completion of the
Furopean Community’s (EC’s) unified market, drew
nearer, resulting in preparatory activities in numerous
quarters in Canada. European political co-operation is of
growing importance to the external partners of the Commu-
nity. Canada’s relations with the EC are an extension of the
close and beneficial bilateral ties it has with EC member
states. They are rooted in history and have been reinforced
through the generations by the existence of common
cultures and languages. - -

Canada’s ties with Western Europe are strengthened by
many events and meetings that take place on the interna-
tional scene. Four of Western Europe’s major countries and
the European Commission participate in the economic
summits of the industrialized countries, along with Canada.
Among the most important participants in the multilateral
trade negotiations under way in the GATT are the European
Community and its member states. Canada has had continu-
ous contact with its Western European partners within the
framework of the Conference on Security and Co-operation
in Europe, as Canada has had for 40 years in NATO. Close
dialogue with present-day Western Europe deals with
issues such as the struggle against international terrorism,
agricultural subsidies, fisheries, solutions to regional
conflicts, East-West relations, La Francophonie and the
Commonwealth.

Canada’s economic trade with Western Europe, nearly
90 per cent of which is with the EC countries, continues to
expand. The Canadian government is optimistic about the
possibilities of partnership and joint investment inherent in
industrial, scientific and technological co-operation.

Trade

Western Europe is the world’s largest trading bloc. The
European Community itself, with its market of 325 million
relatively affluent consumers, is the world’s largest ex-
porter and the world’s second-largest importer. In 1987,
Western Europe imported well over $600 billion of goods,
not counting intra-EC trade and trade with member states of
the European Free Trade Association (EFTA). The Euro-
pean Community accounted for over $450 billion of these
imports, or 15.4 per cent of world trade. The European
Community has a GDP roughly equal to that of the United
States, totalling over US$4 trillion.

Canadian exports to Western Europe in 1988 were
valued at $13.04 billion, up 18 per cent over 1987. In many
respects, Western Europe is an ideal market for Canadian
exporters as it is a cash market with a demand for high-
quality products and advanced technology. During the first
eight years of this decade, some 60 per cent of Canadian
exports to Western Europe have been value-added fabri-
cated materials or end products. In order to expand exports,
Canadian companies are having to develop more sophisti-
cated and competitive export marketing and investment
strategies, together with making a long-term commitment
to work within the Single European Market in 1992.




Western Europe is also the second-largest and fastest-
growing source of foreign investment in Canada. Direct
investment from the European Community in Canada
reached an estimated $19.9 billion in 1987, up more than 50
per cent since 1980. This represents close to 80 per cent of
the non-U.S. direct investment in Canada.

Science and technology relations

Canada has six bilateral agreements covering science and
technology co-operation with Western Europe. In addition
to the 1976 Framework Agreement with the European
Community, there are agreements with France, Germany
and Belgium, and Exchanges of Letters with Britain and
Norway. In view of the necessity of taking advantage of
new opportunities which will be created by the completion
of the Single European Market in 1992, and the Free Trade
Agreement in North America, the general objective in
Canada’s science and technology relations with Western
Europe is to establish technological and trade bridges
through research co-operation that would bring economic
and industrial benefits. The Department facilitated private-
sector exploration of research co-operation in EUREKA
projects. The first instance of full participation of a Cana-
dian company at project level was achieved in 1988. Four
very active bilateral programs of science and technology co-
operation are administered by the Department. Their
accomplishments rest largely on the active collaboration
and support from the federal science and technology
agencies and the provinces.

Immigration

Most Canadian missions in Western Europe placed special
emphasis on enforcement-related issues in 1988/89. With
the full co-operation of airlines and airport officials
throughout Western Europe, Canadian missions in the area
spent significant time trying to stem the flow of illegal
immigrants seeking to enter Canada by using false visas or
forged travel documents. In addition, missions such as
Bonn, Brussels and The Hague spent much effort follow-
ing up on leads and rumours of possible boat departures of
illegals destined for Canada.

With funds from Investment Canada, Canadian mis-
sions participated with the provinces in promotional
campaigns to encourage the immigration of entrepreneurs
and investors to Canada. These efforts were again quite
successful and attracted 536 immigrant entrepreneurs/
investors, who invested some $3.14 billion in Canada.

This represented a 305 per cent increase over the previous
year. {

With 33 490 visas issued to potential immigrants from
the area, Western Europe was the second-largest source of
new immigrants to Canada. In addition, 64 713 visas were
issued to visitors, students and temporary workers.

A number of missions such as Athens, Ankara, Rome
and Bonn contributed to Canada’s general refugee pro-
gram by issuing some 8 129 visas to refugees from
Eastern Europe, Africa and the Middle East, almost
doubling the figure for the previous year.

Table 5
CANADIAN EXPORTS TO WESTERN EUROPE BY COUNTRY
(thousands of dollars)
Per cent
Exports Per cent Export Per cent Export Percent change

1986 share 1987 share 1988 . share 88/87
Belgium and Luxembourg 846 044 8.9 1167 460 10.6 1173822 9.0 0.5
France , 1012 839 10.7 1086 753 9.8 1221258 9.4 124
Germany, West - 1309065 13.8 1 606 265 14.5 1773 251 136 10.4
Italy : 711 705 75 868 968 7.9 1 034 565 19 19.1
Netherlands 1009 728 10.7 1071 659 9.7 1436411 11.0 340
United Kingdom 2731 894 289 3029 691 274 3561717 273 17.6
Ireland 91 470 1.0 145294 13 217478 1.7 49.7
Denmark 111 811 1.2 115 354 1.0 136 667 1.0 18.5
Greece 66 155 0.7 68 000 0.6 61058 05 -10.2
Portugal 154 745 1.6 174 026 1.6 169 002 1.3 -29
Spain 138 468 1.5 217 520 2.0 245 696 1.9 13.0
Gibraltar 118 0.0 158 0.0 204 0.0 29.1
Malta 1131 0.0 1833 0.0 1787 0.0 -25
Austria 52 391 0.6 95 788 0.9 108 755 0.8 13.5
Finland 85870 09 101 902 0.9 176 752 1.4 73.5
Iceland 7627 0.1 12 780 0.1 12 829 0.1 04
Norway 319 841 34 321188 29 489 069 37 52.3
Sweden 247 645 2.6 266 744 24 328 185 25 23.0
Switzerland 353424 3.7 437091 40 712327 5.5 63.0
Turkey 202 980 2.1 266 571 24 181 667 1.4 -139
TOTAL 9454 950 100.0 11 055 053 100.0 13042500 100.0 18.0
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Table 6 :
CANADIAN IMPORTS TO WESTERN EUROPE BY COUNTRY
(thousands of dollars)
. Per cent
Imports Per cent Imports Per cent Imports Per cent change
1986 share 1987 share 1988 share 88/87

Belgium and Luxembourg 569 775 3.8 557162 34 609 971 32 95
France 1 664 526 110 1590126 9.8 2 864 404 15.1 80.1
Germany, West 3572878 23.7 3649 601 225 3847124 20.3 54
Italy 1750 747 11.6 1793 862 11.1 1953 530 10.3 8.9
Netherlands 664 274 44 742 547 4.6 762 291 40 27
United Kingdom 3573347 237 4276 761 264 4 634 837 244 84
Ireland 173 482 1.1 200 048 1.2 219673 1.2 9.8
Denmark 244 750 16 261 792 1.6 259 364 1.4 -0.9
Greece 73000 0.5 65 403 04 68 795 04 52
Portugal 82 398 0.5 95034 0.6 119 558 0.6 25.8
Spain 495 701 33 530588 33 714 984 38 348
Gibraltar 124 0.0 102 0.0 121 0.0 0.0
Malta 4031 0.0 1971 0.0 66 060 03

Austria 234 661 1.6 267 893 1.7 285264 1.5 6.5
Finland 261 180 1.7 295 857 1.8 343032 1.8 159
Iceland 20 896 0.1 24 684 0.2 14 169 0.1 -42.6
Norway 296 272 20 307 955 1.9 494 203 26 60.5
Sweden 785 695 52 892 053 55 931 692 49 44
Switzerland 578 681 38 581 059 3.6 700 735 37 20.6
Turkey 59 314 04 78 783 0.5 72497 04 -8.0
TOTAL 15105733 100.0 16213274 100.0 18 962 301 100.0 17.0

... Percentage change exceeds 999 per cent.

In line with the government’s priorities in the immigra-
tion field, services were expanded in Ankara, Bonn, Brus-
sels, Rome and The Hague during 1988/89.

Cultural relations

Cultural ties with Western Europe were strengthened and
enriched through numerous tours by Canadian artists and
through their participation in exhibitions and festivals.
Canada was the guest of honour at the Book Fair of Gote-
borg, Sweden, in August. During the summer of 1988, the
Royal Canadian Mounted Police Musical Ride conducted
an extensive tour of Ireland, Britain, the F.R.G., Nether-
lands, France, Switzerland and Belgium. ‘Some 40 European
journalists were invited by the Department to visit Canada
to familiarize themselves with its economic and social
development. Canada’s cultural industries continued to
establish themselves in the European markets, while Canada
hosted troupes and exhibitions from Western Europe. Co-
operation in the audio-visual, film and television fields
increased considerably. Academic exchanges were actively
pursued, alongside the programs set in motion in cultural
agreements, notably with France, Italy, Belgium, the
F.R.G., Britain and the Netherlands.

The European Community

Canadian exports to and imports from the European Com-
munity grew in 1988 at the same rate as 1987, a relatively
strong 18 per cent. Since exports were $10.7 billion and
imports $16.0 billion for the third year in a row, there was a
significant trade deficit of about $5 billion. After two years
of successive decline in the value of the Canadian dollar in

European Currency Unit (ECU) terms to a level of ECU
0.65 in 1987, the dollar’s value rose again to ECU 0.74 at
the end of 1988.

Trade relations with the Community were characterized

by the following major events and activities:

« The Prime Minister visited the President of the Euro-
pean Commission on March 4, 1988, and took steps to
improve trade relations between Canada and the
European Communities.

« On June 6 the Minister of State for Science and Tech-
nology visited his counterpart in the Commission and
achieved access for Canadian firms to European
Community research and development cost-sharing
programs.

« Diplomatic representations on the EC-proposed tax on
fats and oils, security deposit on imported peas and
beans, higher duties on imports of canary seed, EC-
subsidized flour exports to Cuba and fur labelling had
the desired effect of avoiding, alleviating or postpon-
ing the impact of these measures. In the area of
bilateral fisheries relations, however, considerable
differences remained, especially over the management
of the fish stocks in the NAFO zone. Canada main-
tained its longstanding conservationist approach.

» The sub-committees for industrial co-operation and
science and technology, established under the Canada-
EC framework agreement on economic and commer-
cial co-operation of 1976, met on October 17 and 18.
New projects to encourage industrial co-operation
between Canadian and Community firms were imple-
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mented in the medical device, and frozen and chilled
food sectors during the course of the year. An agree-
ment providing for Canadian participation with the
EC in nuclear fusion energy research also was signed.

» A major program to respond to the challenges and
opportunities related to Europe 1992 entered its initial
phases. Part I of a study on the effect of the comple-
tion of the EC internal market on Canadian trade,
investment and technology interests was completed
for a major conference on the subject in Toronto,
where the findings were brought to the attention of
the Canadian business community. Interdepartmental
working groups were established for key industry
sectors expected to be affected by the EC harmoniza-
tion directives. Their task is to monitor the implemen-
tation of the new Community legislation and to
recommend appropriate courses of action.

« Bilateral negotiations continued, without settlement,
for compensation for the negative effects of the 1986
EC enlargement on Canadian exports of wet-salted
cod, wheat and barley, as well as for impairment of
Canada’s “quality wheat” and barley rights as a result
of previous expansions of the Community. Agree-
ment with the Community was achieved on the im-
plementation of the GATT panel report on Canadian
liquor board practices, except for beer.

» A draft study on a global system to exchange hydro-
gen-based energy, involving Quebec Hydro, was con-
cluded during 1988. In October there was a bilateral
review of co-operation in science and technology in
Ottawa at the senior official level.

United Kingdom :
The United Kingdom remained Canada’s third-largest
trading partner, after the U.S. and Japan, and the second-
largest source of direct foreign investment. Two-way
merchandise trade with Britain for 1988 grew to $8.1
billion, an increase of 12 per cent over 1987. Canadian
exports to the UK. rose by 23 per cent over the previous
year to $3.5 billion, which constitutes over 28 per cent of
Canada’s exports to the. European Community. The U.K.
maintained a trade surplus of about $1.1 billion, due
largely to North Sea oil exports to Canada. The increase in
the total value of trade with the U.K. should also be
viewed in the context of the British government’s determi-
nation to support the value of the pound at a relatively high
level. In the area of trade promotion, 18 Canadian firms
participated in two international trade fairs in the UK.,
with on-site sales of $3 million. In addition, there were a
number of trade missions and special events organized
during the year, notably “Canada Nouveau” in the autumn
of 1988, which featured Canadian design, arts and food,
and “Canada-U.K. Marketplace” which introduced 40
small- to medium-sized Canadian advanced technology
companies to the U.K. market. The International Trade
Minister, Mr. Crosbie, visited London in February, while
British Department of Trade and Industry officials visited
Ottawa in January and June. There was continued progress
in about 50 co-operative science and technology projects.
Regular consultation on political, defence and economic
subjects continued at a high level. Numerous visits in both
directions underlined the close and extensive relationship
between the two countries. Prime Minister Mulroney
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visited London in May, during a tour of Summit capitals.
On the occasion of the Toronto Economic Summit in June,
Prime Minister Thatcher also came to Ottawa and ad-
dressed Parliament. Mr. Mulroney returned to London for a
two-day official visit in March. These occasions provided
opportunities for both leaders to discuss bilateral and
multilateral issues. Both Mr. Clark and Sir Geoffrey Howe
meet regularly in Ottawa and in London, and at multilateral
gatherings such as NATO and Commonwealth conferences.
They met again at the UN General Assembly in New York
in September. Various members of the royal family visit
Canada from time to time and the Governor General visited
Britain in August. In pursuit of bilateral objectives, other
Canadian (including provincial) and U.K. ministers fre-
quently exchange visits. Premier Bourassa’s visit in January
was of particular note.

The Canada-U.K. Colloquium series continued in 1988
with the holding of a successful meeting in Toronto on
secondary education and the decision to hold the next
Grand Colloquium in the U.K. in 1989.

Federal Republic of Germany

Relations between Canada and the F.R.G. continued to
thrive and intensify. The F.R.G. remains one of Canada’s
most important defence partners in NATO, the third-largest
source of foreign direct investment, fourth-largest trading
partner, most important Western European partner in
science and technology, and an important source of busi-
ness immigrants to Canada.

The period under review witnessed a series of high-level
visits, culminating in Chancellor Kohl’s successful first
visit to Canada in June and Prime Minister Mulroney’s visit
to Canadian Forces Base Lahr. Germany’s foreign and
finance ministers also visited Canada for the 1988 Toronto
Economic Summit. Provincial premiers Bourassa and
Peterson visited the F.R.G. during the year to promote
growing provincial interests in the country. The Canadian
Minister of Finance, Minister for Regional Industrial
Expansion and the Minister of State for Science and
Technology visited the F.R.G. in support of Canada’s trade
and investment interests. Other official bilateral visits this
past year spanned the portfolios of agriculture, defence and
communications, to name but a few areas of co-operation.

Two-way trade has been growing impressively and
reached $5.6 billion in 1988. However, bilateral trade and
economic activities still capture only about 1 per cent of
each country’s total exports, and Canada continues to have
a trade deficit with Germany, amounting to $2.1 billion in
1988. High technology and manufacturing are key sectors
that hold promise for future market development. The
Department is pursuing an active program to help Canadian
business and economic interests. Under government
sponsorship, for example, roughly 170 Canadian companies
participated in Germany’s many international trade fairs
this past year. In addition, the Department is sponsoring
seminars and conferences aimed at increasing German
business and investment in Canada.

The annual Grainau Conference in Germany, the recog-
nized international forum for Canadian Studies in Europe’s
German-speaking universities, is largely sponsored by the
Department. Another important annual event is the “Atlan-
tik Brueke” Conference, a Canada-F.R.G. private-sector or-
ganization, which held its third meeting in Toronto in 1983.



The Atlantik Brueke offers a forum for prominent politi-
cians, government leaders, academics and journalists from
both countries to discuss issues of common interest and
concern. It has become another useful channel for strength-
ening the relationship between the two countries.

France ,

The general agreement signed on March 30, 1989, between
Canada and France on interim fishing arrangements and on
arbitration concerning the maritime boundary off the
coasts of Canada and Saint Pierre and Miquelon was one
of the highlights in the past year’s relations between the
two countries. The two decided to submit to an arbitration
tribunal consisting of five judges the task of determining
their respective maritime areas off Newfoundland and the
French archipelago. This agreement provides a judicial
settlement of a long dispute between Canada and France
over the maritime boundary question.

At the end of March, France also announced its decision
to dispense with the visa requirement for Canadian nation-
als visiting France for periods of less than three months.

Prime Minister Mulroney met with President Mitterrand
and Prime Minister Rocard in May in Paris as part of his
pre-Economic Summit tour. He saw the French leaders
again at the Toronto Summit in July, and at the Environ-
mental Summit at The Hague in March 1989. Mr. Clark
met with his counterpart, Mr. Roland Dumas, at the OECD
ministerial meeting in May in Paris, and at the Conference
on Chemical Weapons held in Paris in January.

Quebec Premier Robert Bourassa visited France early in
the winter of 1989. This was followed by Ontario Premier
David Peterson’s visit early in the spring; this was the first
time an Ontario premier paid an official visit to France.
Delegations from the Fédération des Francophones hors
Québec and from the Société Nationale des Acadiens were
also received at the highest levels of the French govern-
ment in the autumn of 1988. Visits to Canada during this
period included those of Michel Delebarre, Minister,
Raymond Barre, Deputy and former Prime Minister, a
delegation from the Social Affairs Commission of the
French Senate, and a group of six French deputies from
various political parties on a familiarization visit to
Canada.

The 13th session of the France-Canada Joint Cultural
Commission was held in Paris from November 22 to 24.
Since September Canadians have also had access to TV-5,
a new international Francophone television network. In
May, the seventh session of the Canada-France Joint
Scientific Commission took place in Paris.

A surge in imports from France boosted two-way trade
by 53 per cent to reach $4.1 billion in 1988. France is now
Canada’s fifth-largest trading partner after the U.S., Japan,
U.K. and West Germany. The Canadian trade deficit with
France jumped to $1.6 billion, mainly as a result of the
first deliveries of Airbus aircraft to Wardair. French
exports to Canada increased by 80 per cent to reach $2.9
billion while Canadian exports to France showed a more
modest 13 per cent increase to $1.2 billion.

Canadian investment in France, traditionally dominated
by Canada’s larger multinationals, appeared to broaden its
base through recent purchases by medium-sized firms such
as Cascades (cardboard) and les Plastiques Modemnes
(plastics). Northern Telecor on the other hand started the

- construction of a PABX manufacturing plant in Verdun.
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Investment, technology and tourism promotion continue to
yield excellent results. In its last year of existence, the Eco-
nomic Action Plan for France continued to support the high-
level Canada-France Businessmen’s Club, regional trade
missions and visits by economic journalists.

Italy )

Bilateral relations with Italy continued to develop, character-
ized by a mutual desire to intensify interchange in all areas.
Because of the presence of a large Canadian community of
Italian origin, cultural relations continued to be very active, on
both the artistic and academic levels. The desire to increase
the exchange of high-technology products and to promote in-
vestment and industrial co-operation was manifest by the
signing of an Industrial and Economic Co-operation Agree-
ment on August 1, 1988.

Bilateral trade increased to $2.9 billion in 1988, compared
with $2.5 billion the previous year. Italian exports to Canada
were nearly $2 billion, up 14.4 per cent over 1987. Canadian
exports to ltaly totalled $1 034 million, an increase of 19 per
cent over 1987.

An important mission of Canadian business persons to
Rome and Milan, led by Mr. Crosbie, the Minister for Interna-
tional Trade, took place between January 29 and February 1.
With Italian Trade Minister Renato Ruggiero, Mr. Crosbie co-
chaired the first meeting of the Working Group on Industrial
and Economic Co-operation. Visits by parliamentarians and
senior officials in both directions also contributed to the
political dialogue and the strengthening of ties. An amendment
to the taxation agreement of 1977 was signed on March 20,
1988, to allow changes to be made in regard to pensions.

Mrs. Lise Bacon, the Deputy Premier and Cultural Affairs
Minister of Quebec, paid an official visit to Rome on Decem-
ber 5, where she met Mrs. Vincenza Bono-Parrino, the Italian
Minister of Cultural Property and Sites. Mrs. Bono-Parrino
visited Quebec at Mrs. Bacon’s invitation in September 1988
and opened a Christopher Columbus exhibition in Ottawa.

The Italian desire to establish an Italian Emigration Com-
mittee in Canada was the focal point of the discussions
between Canada’s Minister of State for Finance, Mr. Gilles
Loiselle, and Italy’s Under-Secretary of State for Foreign
Affairs, Senator Gilberto Bonalumi, when the latter visited
Ottawa in March.

Switzerland

Bilateral trade between Canada and Switzerland totalled $1.4
billion in 1988, up nearly $400 million over the previous year.
Canadian exports increased by more than $275 million,
totalling $712 million in 1988. Switzerland ranks seventh
among foreign investors in Canada. Canadian public and
private borrowing from Swiss sources is about $3 to $4 billion
per year. The number of Swiss tourists visiting Canada in
1988 was more than 76 000, making Switzerland 10th among
world customers of Canadian tourism, and representing an
increase of more than 22 per cent over the previous year.

Mr. Crosbie led the Canadian delegation to the Davos
Symposium, an annual informal gathering of governmental
economic decision-makers, in January 1989. The premiers of
British Columbia and Quebec, accompanied by senior busi-
ness leaders, also took part in the event.

Spain and Portugal

Canada’s bilateral trade with Spain and Portugal increased 20
per cent during 1988 and reached a record level of $1.2
billion. In September, Canada and Spain signed an air trans-
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port agreement to increase flight connections between the
two countries. A delegation from the Spanish Parliament
visited Canada to consult on the Canadian health system.
Extensive discussions with Spain were initiated over a broad
range of subjects, including peacekeeping operations, United
Nations affairs, defence co-operation, and cultural and
scientific co-operation. Portuguese privatization policies and
capital investment schemes proceeded during the year and
attracted the interest of Canadian business persons. Defence
co-operation between Canada and Portugal continued with a
visit of the Portuguese National Defence Academy. Areas
with potential for co-operation with Portugal were explored
and are being developed.

The Holy See

The international community once again bore witness to the
moral authority of the Vatican, which published two impor-
tant documents on minorities and racism. Canada’s mission
to the Vatican maintains close relations with Church authori-
ties and regularly seeks their views on human rights, relig-
ious freedom, international development and other subjects
of interest to Canada. The bilateral aspect of Canada’s
relations with the Holy See is of equal importance. A
number of Canadian official personalities and religious
figures visit the Holy See annually. It was in this context that
Mr. Clark met with Pope John Paul II on January 2 and
discussed with him major issues of current interest to the
international community.

Austria

In 1988 trade between Canada and Austria reached $394
million, up nearly $30 million over 1987. Mr. Thomas
Klestil, the General Secretary of the Austrian Foreign
Ministry, visited Ottawa in October. His meetings with
Canadian officials enhanced the dialogue in the field of
international politics. Mrs. Hilde Hawlicek, the Austrian
Minister of Education, Arts and Sports, accompanied the
Vienna Philharmonic Orchestra for its Toronto performance
in October. She also visited Ottawa, Quebec City and
Montreal. Air negotiations between the two countries took
place in November.

Mrs. Mary Collins, the Associate Minister of National
Defence, talked with the Austrian authorities in Vienna on
the occasion of the ceremonies in March observing the
beginning of two new series of negotiations, one on the
reduction of conventional armed forces in Europe, and the
other on confidence-building measures.

The Benelux countries »

Trade with Belgium, the Netherlands and Luxembourg
continued its remarkable growth, increasing from $3.5
billion in 1987 to nearly $4 billion in 1988, and making this
region an important trading partner. The surplus in favour of
Canada is more than $1 billion.

Two-way trade with Belgium was $1.7 billion in 1988, up
approximately $100 million from 1987. The Prime Minister
and other cabinet ministers — mainly the External Affairs,
International Trade and National Defence ministers —
frequently travel to Belgium for NATO meetings or for EC-
related visits. Mr. Lucien Bouchard, Minister of the Envi-
ronment, visited Belgium in March. A working visit to
Belgium was made by Premier Bourassa of Quebec at the
end of January. Mr. Valmy Féaux, President of the French
Community of Belgium, participated in the August opening
of the Canada-Quebec station TV-5. Discussions on an
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extradition treaty were held in September. Canada and
Belgium reviewed their cultural co-operation during the
autumn of 1988.

The high point of Canada-Netherlands bilateral relations
was the visit of Her Majesty Queen Beatrix and His Royal
Highness Prince Claus to Canada in May. The royal couple
were accompanied by the ministers of foreign affairs and
international trade. In May, with the Queen present, Can-
ada’s Minister of the Environment and his Dutch colleague
signed a memorandum of understanding for bilateral co-
operation in environmental matters. In mid-May agreement
was reached on the text of a new air accord. In September
Mr. Deetman, the Dutch Minister of Education and Science,
made a visit to Canada.

Negotiations toward an extradition treaty were com-
pleted in February, as were those for a supplementary
accord for changes to the social security agreement between
the two countries. During the year, British Columbia
Premier Vander Zalm visited the Netherlands. Prime
Minister Mulroney, accompanied by the Minister of the
Environment, Lucien Bouchard, were at The Hague on
March 10-11, attending an environmental conference, and
also held discussions with their Dutch counterparts. In
1988, some 100 000 Dutch tourists visited Canada, while
total Dutch investment in Canada attained $2.5 billion,
making the Netherlands the fourth-largest foreign investor
in Canada. Trade increased by $390 million over 1987,
bringing the 1988 total to $2.1 billion.

Canada and Luxembourg signed a double taxation
agreement in February. Negotiations on social security
between the two countries were held in March in Luxem-
bourg.

Ireland

Ireland is Canada’s 14th-largest customer for exports and
Canada is Ireland’s 12th-largest market, with two-way trade
reaching $437 million in 1988. Canadian exports to Ireland
in 1988 exceeded $217 million, up 50 per cent from the
previous year. Major exports included computers and parts,
telephone equipment, lumber, wood pulp, wheat and aircraft
engines and parts. Ireland is Canada’s 13th most important
source of foreign direct investment, amounting to some
$199 million at the end of 1986. Canadian direct investment
in Ireland reached $795 million in 1986, making Ireland
Canada’s seventh-largest destination of direct investment
abroad.

Relations between Canada and Ireland are excellent and
reflect such diverse factors as the presence in Canada of
over one million persons of Irish descent. Both countries
have a long record of service in UN peacekeeping opera-
tions. In August, the Governor General paid a private visit
to Ireland and in March the Irish Deputy Prime Minister
(Tanaiste) and Foreign Minister made an official visit to
Ottawa. The year 1988 marked the millenary celebrations of
Dublin, during which the RCMP Musical Ride performed at
the Royal Dublin Society in May; the Mayor of Dublin
visited Ottawa in September and met with her counterpart
and the Chairperson of the National Capital Commission;
Canadian maple trees were planted by Canadian and Irish
officials at two locations in Dublin, and HMCS Saguenay
visited Ireland to take part in the 150th anniversary of the
first transatlantic steamship crossing. The Canadian Ambas-
sador to Ireland was invited to be Marshall of the St.
Patrick’s Day Parade in Toronto, the first to be held in over



100 years. Canadian visitors to Ireland included provincial
representatives from Newfoundland and the Anglican
Primate of Canada.

Turkey

Canada-Turkey trade slowed somewhat in 1988 reflecting
fiscal restraint applied to the Turkish economy. As Turkey
must make debt repayments in 1988 and 1989 of some $7
billion in each year, financing for government-sponsored
projects has been reduced accordingly. Canadian compa-
nies continue to position themselves in the Turkish market
and are actively pursuing projects valued in the $2 billion
range. In February Mr. John McDermid, Minister of State
(Privatization and Regulatory Affairs), visited Turkey for
the initialling ceremony associated with the selection of a
Canadian company for final negotiation of the contract for
the Ankara Urban Transit Project.

Greece

Bilateral trade with Greece amounted to $129 million
during 1988. Negotiations are taking place for Canadian
participation in large projects, such as the Acheloos river
diversion and in the defence and aviation industries.
Consultations at the senior official level took place during
the period in which Greece held the presidency of the
European Community and of European Political Co-
operation.

The Nordic countries

Canada continued to enjoy close working relations with
the Nordic countries both at the United Nations and in
other multilateral organizations. It co-operated closely on
matters such as human rights, peacekeeping and the
protection of the global environment.

Arctic issues have been growing in importance in Can-
ada’s relations with the Nordic countries. Throughout 1988
Canadian officials and polar scientists co-operated with
their counterparts in all the Nordic countries in discussions
aimed at establishing a non-governmental international
arctic science committee. Draft founding articles for such a
body were agreed upon by the Arctic countries in Decem-
ber in Leningrad. Also in December Canada informed
Finland that it supports the Finnish proposal that the Arctic
countries work together to protect the Arctic environment.
It is hoped that this initiative will lay the groundwork for
international action to meet the growing evidence of
environmental deterioration in the Arctic.

Highlights of the past year included the annual meeting
of the Canada-Norway Offshore Working Group, which
took place in Stavanger and Oslo; the Advanced Technol-
ogy Mission and the Marine Mission both of which visited
all four Nordic missions; and the Defence Products
Mission to Oslo and Copenhagen.

Canadian products continued to be successful in tradi-
tional and new product areas in Denmark. In 1988 our
exports grew 19 per cent to $136 million, with major items
being fish products, coal, chemical products, hi-tech
products and medical supplies. As 1992 approaches, there
will be growing opportunities for technology transfer, joint
ventures and strategic partnering arrangements for Cana-
dian firms. The Embassy in Copenhagen acquired a
technology development officer to seek out opportunities
for Canadian companies in, infer alia, the agriculture and
food products, fisheries, light manufacturing and advanced
-technology sectors.

Prospects for increasing trade between Canada and
Finland remained excellent. Exports to Finland increased
from $101.9 million in 1987 to $176 million in 1988.
Canadian exports of manufactured products rose considera-
bly.

Although Iceland is a small market for Canada, exports
totalled over $12.8 million during 1988, with a variety of
consumer products accounting for this total. This is a signifi-
cant increase over previous years.

Canadian exports to Norway grew from $321 million in
1987 to over $489 million in 1988. Embassy promotional
activity concentrates on the following sectors: defence
programs and products, including aerospace; advanced
technology; broadcasting, including CATV; telecommunica-
tions; and oil and gas equipment and services.

Increasing contacts between Canadian and Norwegian
researchers have occurred under the auspices of the Ex-
change of Letters on Science and Technology Co-operation,
signed in 1986. A number of new activities were launched in
the marine sciences, particularly in aquaculture, a field of
great potential for expanded co-operation.

Canada’s exports to Sweden grew from $266 million in
1987 to $328 million in 1988. Sweden is the ninth largest
source of direct foreign investment in Canada, and the
Swedish corporate presence in Canada is extensive — about
100 Swedish companies have subsidiaries here.

The Soviet Union and Eastern Europe

East-West relations showed marked improvement during the
period under review, particularly in light of the successful
conclusion of the Vienna Follow-up Meeting of the CSCE,
the resolution of a number of regional conflicts and the
generally more responsible posture adopted by the Soviet
Union on arms control and disarrnament questions. Against
this background, the expansion of constructive dialogue with
the Soviet Union and the other countries of Eastern Europe,
particularly Hungary, Poland and Yugoslavia, and the pro-
motion of contacts at the ministerial and senior official level,
remained major Canadian foreign policy objectives. A
variety of initiatives, especially in the area of trade relations,
further strengthened Canada’s relations with the Soviet
Union and Eastern Europe.

Soviet Union
High-level contacts between Canadian and Soviet leaders
were not so extensive in 1988/89 as in the previous year. The
tragedy in Armenia, which preoccupied the Soviet leader-
ship, prompted unprecedented official and unofficial Cana-
dian assistance. Preparations were made for visits in 1989/90
by the Prime Minister, and by senior Canadian and Soviet
ministers, as well as a Canadian parliamentary delegation.
Mr. Joe Clark met his Soviet counterpart, Mr. Eduard
Shevardnadze, during the UN General Assembly in Septem-
ber. Discussions between senior officials across a broad
spectrum of topics helped to expand the range of dialogue
and co-operation between Canada and the Soviet Union in
such areas as human contacts, disarmament, space co-
operation, the Arctic and the United Nations.

Eastern Europe

The major changes taking place in Eastern Europe resulted in
encouraging developments in a number of countries, which
were followed with great interest in Canada and which will
allow for more active bilateral relations.
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In July 1988, Karoly Grosz, General Secretary of the
governing Hungarian Socialist Workers’ Party and, at the
time Prime Minister, paid a brief visit to Niagara Falls and
Toronto. He met Prime Minister Mulroney, Finance Minis-
ter Wilson, Ontario Treasurer Robert Nixon, and major Ca-
nadian business persons and financiers. Several projects of
investment or joint ventures by Canadians in Hungary are
moving forward.

Mr. Clark met his Polish and Yugoslav counterparts at
the United Nations during September. Dialogue with Yugo-
slavia has acquired added interest since Yugoslavia as-
sumed the chairmanship of the Non-Aligned Movement in
September and will be host to the Movement’s next summit
in September 1989, and since Canada’s election to the UN
Security Council, of which Yugoslavia is currently a
member.

In March the Department assisted Parliament in organiz-
ing the visit to Canada of a parliamentary delegation from
Poland, which visited Toronto, Ottawa and Montreal. The
Polish delegation made a particular point of explaining the
political and economic reforms currently under way in
Poland, which are expected to lead to improved Canada-
Poland relations in many areas. The Department and respec-
tive Canadian embassies also rendered assistance to the
Canadian delegation to the Inter-Parliamentary Union
meetings in Sofia in September and in Budapest in March.

Political consultations were held with the foreign minis-
tries of Bulgaria, the German Democratic Republic, Hun-
gary and Romania. The first Canadian Ambassador accred-
ited to Albania presented his credentials in Tirana in April
1988.

Trade

In 1988 Canadian exports to the Soviet Umon and Eastern
Furope increased to $1.37 billion from $1.0 billion in 1987.
This recovery was due in part to increased prices for com-
modity exports. Imports from the region in 1988 almost
doubled, from $387 million in 1987 to $614 million, due
primarily to high Soviet shipments of precious metals.
Overall, the trade balance continued in Canada’s favour
although at a lower level in proportion to total trade.

During the year bilateral trade consultations took place
with the U.S.S.R., Czechoslovakia and Hungary.

An active fairs and missions program was continued,
which included Canadian exhibits at the national fairs in all
countries of the region. Incoming and outgoing missions
were organized in sectors such as oil and gas equipment,
environmental protection equipment and third market co-
operation.

In January the Minister of State (Grains and Oilseeds)
paid a working visit to the U.S.S.R. for consultations.
Incoming visits of deputy ministers from the G.D.R., Roma-
nia and Czechoslovakia also took place.

There was a remarkable increase in the level of interest
in the U.S.S.R. shown by the Canadian business commu-
nity. The spearhead for much of these activities has gener-
ally been the process of perestroika, and specifically joint
ventures, which allow for enhanced economic participation
by foreign countries. As of March 1989, a total of 10 joint
ventures were signed between Canadian companies and
Soviet enterprises, and a number of others were under
various stages of discussion. The process of decentralization
and liberalization of the Soviet economy means that
Canada’s trading relationship with the U.S.S.R. has taken
on the added dimension of direct Canadian investment in
that country. New forms of trade and a diversification into
new sectors of activity required the Department to respond
with increased assistance to Canadian exporters.

Academic, cultural and scientific relations

With the successful negotiation of a new two-year Program
of Academic, Scientific and Cultural Exchanges with the
U.S.S.R,, initiatives for further informal contact between
Canadian and Soviet scholars, experts, and graduate
students continued to develop. In 1988, 20 Soviet research-
ers and students came to Canada with federal funding
available under the program, and a similar number of
Canadian academics and students pursued studies in the
U.S.S.R. The Arctic Ski Trek, underlying the co-operation
between Canada and the U.S.S.R. in Arctic sciences and
circumpolar affairs, was successfully concluded; the Soviet
Prime Minister invested the adventurers with the Order of

Table 7
CANADIAN EXPORTS TO EASTERN EUROPE BY COUNTRY
(thousands of dollars)

Per cent

1986 1987 1988 change
88/87
Albania 49 540 1343 148.7
Bulgaria 53987 35752 25677 -28.2
Czechoslovakia 13265 14 138 11203 -20.8
Germany, East 117 666 55 858 57706 33
Hungary 11 094 16 226 6469 -60.1
Poland 19 487 12 455 19133 53.6
Romania 130 443 53 678 53830 4.0
USSR. 1215585 800 606 1141929 42.6
Yugoslavia’ 40 872 16 516 46 531 181.7
TOTAL 1 602 448 1 005 769 1 365 821 35.8




Table 8
CANADIAN IMPORTS FROM EASTERN EUROPE BY COUNTRY
(thousands of dollars)

Per cent

1986 1987 1988 change
88/87
Albania 39 11 91 727.0
Bulgaria 9318 9 606 12 031 25.2
Czechoslovakia 62 438 63 830 78 816 21.8
Germany, East 26 983 34047 54 540 60.2
Hungary 42053 47 366 51585 8.9
Poland 67931 68 648 83574 21.7
Romania 56 118 57 046 70284 232
USSR. 25448 35 547 156 230 339.5
Yugoslavia 45443 70713 107 055 51.4
TOTAL 335771 386 814 614 204 58.8

Friendship Between Peoples, a singularly prestigious Soviet
honour.

Fit-Trek, a novel idea involving the twinning of five
Canadian and five U.S.S.R. cities for the purpose of com-
peting for the most accumulated 20-minute units of physical
activity by their citizens, aroused active interest in all 10
cities. A protocol for co-operation in sport was signed and
discussions continued toward a film co-production agree-
ment with the U.S.S.R. A memorandum of understanding in
the fields of academic relations, sport and culture was
signed with Bulgaria and discussions toward a similar
agreement continued with Czechoslovakia, Poland, Roma-
nia and the German Democratic Republic.

Highlights of Canadian cultural endeavours in Eastern
Europe include exhibition of the Firestone Collection,
which was warmly received in Hungary, Romania, Czecho-
slovakia and the U.S.S.R., the visit to Poland of the Calgary
Youth Orchestra and the tour to Hungary of Aurora Bore-
alis, an exponent of Canadian video art. Audiences in
Yugoslavia and Hungary were attracted to the Alex Colville
exhibition, and the Department supported the visit to
Canada of well-known journalists from both Poland and
Yugoslavia. Canadian films were entered in various film
festivals in Eastern Europe and often were highly praised, in
some instances gaining awards and citations. The Musée du
Québec successfully mounted an exhibition of masterpieces
from the National Gallery in Prague and the State Museum
of Ethnography of the Peoples in the U.S.S.R. and the
Musée de la Civilisation in Quebec City presented a very
well-received joint exhibition on the peoples of Northern
Siberia. Several other galleries and museums are negotiat-
ing for future exhibitions both to Canada and to Eastern
Europe. The Canadian Studies program in various Eastern
European universities is actively supported by book dona-
tions and by visits of professors and of Canadian authors to
symposia on contemporary Canadian literature.

Immigration

During the past year there was significant progress in the
Department’s efforts to bring about increased opportunities
for family reunification from Eastern Europe. The number
of cases requiring Departmental intervention declined in all
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countries of the region, with the exception of Romania, and
all current cases presented by the Canadian government to
the authorities of the Soviet Union and Poland were success-
fully resolved. Increasingly, family reunification in the
region is taking place without the need for Canadian govern-
ment intervention. A total of 14 680 people from Eastern
Europe and the Soviet Union immigrated to Canada in 1988.

Conference on Security and Co-operation in Europe
The Vienna Follow-up Meeting of the CSCE successfully
concluded on January 19, 1989. The Vienna Concluding
Document achieved important advances in all areas covered
by the CSCE process and laid a solid foundation for further
progress in the search for stability and security in Europe.

During more than two years of difficult negotiations
Canada played a significant part in pressing for improved
compliance with CSCE undertakings by all 35 participating
states, and for a balanced and substantive concluding docu-
ment.

In human rights and humanitarian co-operation the most
important achievements of the Vienna Concluding Document
include:

« strengthened commitments regarding the right to pro-
mote human rights and to monitor the observance by
one’s government of its commitments;

« freedom of religion, including the right to places of
worship, institutions, and funding for religious commu-
nities, religious education and the use of publications
and materials, and the right to travel and have contacts
with coreligionists elsewhere;

« freedom from arbitrary arrest, detention, and exile and
the abuse of psychiatric practices;

« the right to leave one’s country and return to it, and
freedom of movement within and between countries;

« the right to receive, publish and disseminate informa-
tion, including an end to the jamming of foreign radio
broadcasts; and

« the rights of minorities, the promotion of their culture,
and their ability to have contacts with others.

There are also commitments to improve working condi-

tions for business people and contacts with end users and
decision-makers, to promote contacts between scientists and




institutions and to respect the human rights of scientists, to
improve environmental protection, and to allow increased
contacts between visitors and local populations. There is a
firm statement on terrorism and acceptance of the principle
of third-party involvement in the peaceful settlement of
disputes.

The Vienna Concluding Document also launched two new
negotiations on military security. The first, on Confidence-
and Security-Building Measures, will build on the work of
the Stockholm Conference. The second is an autonomous
negotiation within the CSCE framework involving the 23
members of NATO and the Warsaw Treaty Organization, on
conventional armed forces in Europe.

The Vienna Meeting also agreed on a varied and useful
program of follow-up activities before the next main follow-
up meeting, which begins in Helsinki in 1992. These include
meetings on environmental protection, economic co-opera-
tion, the Mediterranean, peaceful settlement of disputes and
culture. Most innovative is a mechanism by which participat-
ing states may request information, make representations,
and hold bilateral meetings with other participating states on
cases and situations in human rights, human contacts, and
related humanitarian co-operation. Three meetings of a
Conference on the Human Dimension will be held in Paris
(1989), Copenhagen (1990), and Moscow (1991) to assess
the workings of this mechanism, to review progress and to
consider new measures.

Asia and Pacific

The region’s significance for Canada

Canadian interests in the Asia and Pacific region have
expanded greatly in recent years. Japan is now the foremost
source of capital. Its investments in the region have stimu-
lated enormous growth in the rapidly expanding economies
of Korea, Taiwan, Singapore and Hong Kong. The develop-
ment of Malaysia, China, Thailand and other countries in the
region is not far behind.

Canada’s transpacific trade reached $36 billion in 1988.
Fifty per cent of Canada’s non-U.S. exports go to the region,
compared to 34 per cent in 1982. Japan is Canada’s second-
largest trading partner, providing a larger market for Cana-
dian goods than the country’s four largest European trading
partners. Three-quarters of these products originate in
Western Canada. Japan’s portfolio investment in Canada
amounts to $35 billion; promised and actual direct invest-
ment, particularly in the pulp and paper and automotive
sectors, reached an estimated accumulated total of $3.8
billion during the year.

Canada’s relationship with the region broadened as links
in the relatively new and important areas of science and
technology, tourism and development assistance grew. About
half of all persons immigrating into Canada originate in the
Asia and Pacific region. Entrepreneurial immigration from
the region brought over $1 billion in investment to Canada
last year.

The commercial and investment challenges presented by
the region have generated a firm Canadian commitment to
improve relations with Canada’s Asia and Pacific neigh-
bours. New efforts and resources to meet these challenges
were identified during the year. Future programs are ex-
pected to complement and augment the accomplishments
achieved under country strategies previously developed for

Japan, China and India, and the trade and investment action
plans prepared for Korea, Hong Kong and ASEAN.

Immigration

The Asia and Pacific region remained the primary area of
origin of immigrants to Canada during the past year. Over
42 per cent of immigrant visas for 1988 were issued by Ca-
nadian missions in the region. Migrants from Asia and
Pacific planned to transfer in excess of $3.6 billion to
Canada, representing 61 per cent of all funds to be brought
in by arriving immigrants during 1988. While family class
immigrants continued to predominate, the number of Asia
and Pacific entrepreneur and investor applications approved
rose to over 2 300 from approximately 1 500 in the previous
year.

Working closely with the UN High Commission for
Refugees, the Intergovernmental Committee for Migration,
and other international agencies, Canadian missions in Asia
facilitated the admission of over 3 800 refugees during the
year. Canadiar representatives also had a major part in
organizing and contributing to a series of preliminary
meetings leading up to an international conference of
ministers to address solutions to the Indo-Chinese refugee
problem, to be held in Geneva during June 1989.

In conjunction with the establishment on January 1,
1989, of new procedures for reviewing refugee claims
submitted by persons arriving in Canada, missions in the
Asia and Pacific region have helped to return to their
countries of origin persons whose claims are found to be
spurious. Many such claimants are nationals of states in the
region, who sought to enter Canada with fraudulent pass-
ports or with no passport or other identification. Missions
have frequently been called upon to intervene with local
authorities to establish the true identity of refugee claim-
ants, and to help repatriate those whose claims are un-
founded.

The flow of visitors from the region continued to accel-
erate as Canada’s attractiveness as a tourist destination for
Asian and Pacific travellers was further enhanced by the
establishment of more direct air links. Missions in the area
continue to support Canadian universities and provincial
offices in their efforts to attract foreign students.

Public affairs

As Canada’s centrepiece contribution to the 1988 Austra-
lian bicentennial, the Department sponsored a month-long
tour of Australia by the 47-member RCMP band. Other
sponsored performing artists as well toured in Australia and
the countries of East and Southeast Asia. A squadron of six
Canadian naval ships visited ports in Japan, China and
Korea.

In November, Canada signed a cultural memorandum of
understanding with China and initiated negotiations for a
similar arrangement with India.

In Tokyo the ground-breaking ceremony took place for
Canada’s new Embassy, scheduled to be completed in 1991.
The Canadian Prime Minister’s Publishing Awards were
launched for Japanese scholarly work concerning Canada.
Another Canadian award (the Bruce Rankin Award) was
instituted for original Japanese television documentary
work on Canada.

The Department participated in the organization of
special commemorative celebrations in Korea in honour of
two Canadians. Dr. James Gale, a resident of Korea for 40



years (1888-1927) produced the Korean-English dictionary
and translated the Bible and other English texts into the
Korean language. Dr. Frank Schofield established the first
school of veterinary medicine in Korea and, in acknowl-
edgement of his many contributions to the development of
modern Korea, is the only foreigner buried in their national
cemetery.

Support was provided in promoting Canadian education
through participation in educational service exhibitions in
the Asia and Pacific region and through facilitation of the
publication in Japanese of the Comprehensive Guide to
Schools in Canada. Sponsoring visits by senior media
representatives to Canada, advertising Canadian goods and
services in Asian publications and facilitating speaking
tours by prominent Canadians in the Asia and Pacific region
were also part of the public affairs program.

Japan _

Japan’s importance to Canada continued to grow as a result
of its economic successes, and its commitment to promote
peace and stability through greater contributions to
peacekeeping missions, development assistance programs
and the promotion of cultural understanding. Japan is
Canada’s second-largest trading partner and a major source
of investment and technology.

Canada-Japan relations were the focus of discussions
between Prime Minister Mulroney and Prime Minister
Takeshita during a bilateral meeting in advance of the
Toronto Summit in June. Exchanges on a wide range of
bilateral and international issues occurred during the
Foreign Ministers’ Annual Consultations in July. During
that visit Mr. Clark laid the basis for a high-profile Cana-
dian presence in Japan with a ground-breaking ceremony
for a new Tokyo chancery.

The Governor General attended the funeral of Japan’s
Emperor in February. Four cabinet ministers and 17 provin-
cial ministers also visited Japan during the year. Canadian
and Japanese officials met throughout the year under the
auspices of the institutionalized consultative mechanisms.
Chief among these were the Joint Economic Committee
meeting and the nuclear, fisheries, aid policy, canola, and
arms control and disarmament consultations.

_The changes to the Canada-Japan air agreement, which
were negotiated during the year, will result in a major
expansion of direct services to Tokyo from Toronto and
Edmonton, and to Nagoya from Vancouver.

The Prime Minister’s Awards, first granted this year,
will enhance greater cultural understanding by supporting
the translation of Canadian materials into Japanese. To
promote awareness of Canada among the Japanese, the
Bruce Rankin Memorial Television Award was created for
excellence in television documentaries about Canada. The
Department assisted Japan to expand its intake of foreign
language teachers by helping with the selection of more
than 100 Canadians to spend up to two years in Japan
teaching English.

The Canadian and Japanese prime ministers launched a
complementary study in science and technology to identify
areas of co-operation.

Activity continued throughout the year to establish a
more effective framework of co-operation among Pacific
countries. Canada took a leading part in efforts to
strengthen the Pacific Economic Co-operation Conference
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and in exploring options for Pacific consultation and
institutionalization. )

Japan is Canada’s largest overseas export market, and
two-way trade amounted to $17.9 billion in 1988. Canadian
sales rose by 23 per cent over the previous year. This
reduced Canada’s trade deficit with Japan to $575 million,
compared with the 1987 deficit of $1.3 billion. The main
export sectors were metals and minerals, agriculture, fish
and food products and forest products. Exports of fully
manufactured goods such as aircraft, telephone switching
equipment, wind tunnels and consumer goods strengthened
rapidly. An active tourism promotion program aided in
encouraging a 30.4 per cent increase in Japanese tourism to
Canada, the third year of growth in excess of 30 per cent.
Canadian processed foods and value-added products face
new and dramatic opportunities in Japan. The appreciation
of the yen, and the measures taken by the Japanese to
liberalize imports have rapidly transformed Canadian export
prospects.

Funds from the National Trade Strategy and PEMD
programs were used to support a substantial program of
trade fairs and industry missions. Targeted market studies
were launched to identify export opportunities as part of the
government’s approach to spur exports and establish an
expanded position for Canadian value-added products. In
parallel with the government’s promotional activities,
emphasis at the policy level was placed on securing access
to Japanese markets both through the Multilateral Trade
Negotiations and on a bilateral level.

Japanese direct investment in Canada, particularly in
new manufacturing plants in the pulp and paper and auto-
motive sectors, grew at an unprecedented rate. Total direct
investment reached an estimated $3.8 billion, about 51
billion more than in the previous year. The quality of new
investment improved significantly both in terms of technol-
ogy received and the employment impact upon Canadian
industry.

Canada absorbed about 2 per cent of total Japanese
overseas direct investment compared with about 40 per cent
going to the U.S. With the advent of the Canada-U.S. Free
Trade Agreement, it is anticipated that Canada’s share of
new Japanese investment will significantly increase in the
next decade. Canada mounted a campaign in Japan to
explain the new investment opportunities provided by the
FTA.

China
The past year was notable for the continued high level of
activity in Canada’s relations with the People’s Republic of
China. These relations have continued to show remarkable
growth in recent years, stimulated both by the adoption of a
strategy to provide a framework for the focused growth of
Canada’s relations with China, and by the Chinese policies
of economic reform, and the “open-door” to the West.
Frequent contacts at a high level have taken place. Vice-
Premier Tian Jiyun paid an official visit to Canada in May
and was the most senior Chinese visitor during the year.
The annual Canada-China political consultations were held
in Beijing in July, headed by a Vice-Minister of Foreign
Affairs on the Chinese side, and the Under-Secretary of
State for External Affairs on the Canadian side. The annual
Canada-China arms control and disarmament consultations
were held in Beijing in early 1989.




The CIDA bilateral development program in China
continued at an active pace. Due to its concentration on
technical assistance it has involved a large volume of
exchanges of personnel between the two countries. Canada
has continued to consult with China regarding its entry into
GATT in a way that meets Canadian trade policy objec-
tives. This subject was discussed during a visit in the
autumn of 1988 by the Chinese Vice-Minister for Foreign
Economic Relations and Foreign Trade.

There was a remarkable 81 per cent increase in exports
to the P.R.C. compared with the previous year. This makes
China Canada’s fourth-largest export market and the
second-largest market in Asia. The agricultural sector
remains dominant in this trade, with $1.8 billion in cereal
sales to China in 1988. China’s exports to Canada reached
$955 million, an increase of 18 per cent over 1987. China
currently is the 12th largest source of imports for Canada.
Apparel and textiles continue to dominate these imports but
arange of light industrial goods and food products is also
represented. An important feature in 1988 was the renewal
of the EDC’s line of credit for exports to the P.R.C.

The Canadian Embassy in Beijing and the Consulate
General in Shanghai actively promoted Canadian goods and
services through trade fairs and expositions.

Southeast Asia and ASEAN

Relations with the nations of Southeast Asia continued to
strengthen during the past year. There were a number of
exchanges with ASEAN nations (Brunei, Indonesia,
Malaysia, the Philippines, Singapore and Thailand). Mr.
Clark attended the ASEAN Post Ministerial Conference in
Bangkok in July, at which he reaffirmed the importance
Canada attaches to its relations with the ASEAN countries.

In addition there were a number of parliamentary and
senior level visits to Southeast Asia. Senator Guy Charbon-
neau, Speaker of the Senate, visited ASEAN countries in
September to invite Senate and House speakers from each
country to visit Canada in May 1989 as part of an ASEAN
Interparliamentary Organization delegation. Senator Joan
Neiman led an Inter-Parliamentary Union visit to Indonesia
and Malaysia in November.

A number of return visits of senior representatives of
ASEAN nations were made. Research and Technology
Minister Habibie of Indonesia toured a number of advanced
research and high technology facilities in Ottawa, Toronto
and Montreal in September. Manpower Minister Sudomo
led the Indonesian delegation to the World Productivity
Conference in Montreal. A Thai parliamentary mission
examined food treatment and handling equipment during a
March 1989 visit.

While in Thailand, Mr. Clark signed an economic co-
operation agreement designed to increase and strengthen
commercial and financial linkages between Canada and
Thailand.

ASEAN

Canada’s economic and commercial relationship with the
Association of South East Asian Nations is strong and
growing. Canada is a significant importer of natural re-
sources from ASEAN, and the steady growth of their
economies offers excellent opportunities for Canadian
suppliers. While two-way trade between Canada and
ASEAN has tripled over the last decade, there remains great
potential for future growth as ASEAN and Canadian
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exports account for only slightly more than 1 per cent of
each other’s markets.

Canada’s 1988 two-way trade with ASEAN amounted to
$2.65 billion, up from $1.99 billion in 1987, for an increase
of 33 per cent. Canadian exports to the region increased by
27 per cent to $1.16 billion, while imports increased 37 per
cent to $1.49 billion. The greatest increase in Canadian
exports was to Singapore — up 64 per cent over 1987, fol-
lowed by exports to Malaysia, which were up 62 per cent.
Imports in 1988 increased the most from Thailand (64 per
cent over 1987), followed by those from Singapore (at 60
per cent).

In 1975, Canadian direct investment in ASEAN stood at
$150 million, but by 1988 had grown to $1.5 billion. Over
$1 billion is centred in Indonesia, and the Philippines ranks
second with almost $60 million. Canadian investments in
ASEAN represent about 3 per cent of total Canadian direct
investment abroad, up from 1.4 per cent in 1979.

New air agreements facilitated cargo and passenger links
between Canada and certain ASEAN countries. Air Canada
has been servicing Singapore since 1984 and Singapore
Airlines began service to Canada in July 1988. Canadian
Airlines International has been flying into Bangkok since
October 1987, and Thai International began service to
Canada in July 1988. Commercial discussions are also
going on between Canadian flag carriers and those of other
nations in ASEAN.

During the past year the Department supported 22 trade
fairs, exhibits, missions and seminars in the ASEAN region,
plus 26 auxiliary activities including nine market studies,
advertising supplements and sponsorship of incoming
visitors. There were 18 trade missions to ASEAN financed
by provincial governments as well as an additional 18
promotional events aimed at bringing together Canadian

- and ASEAN private-sector representatives to explore

business opportunities in selected sectors. Ontario, Quebec
and British Columbia now have regional trade offices in
Singapore to service their provincial business communities.

Creating new links and expanding those now established
between the Canadian private sector and its counterparts in
ASEAN form the most important aspect of the Depart-
ment’s trade strategy. These relationships will be the
building blocks to Canada’s future success in the region. In
April, the private sector (represented by the ASEAN-
Canada Business Council), participated for the first time in
a meeting of the Canada-ASEAN Joint Co-operation
Committee. This marked the beginning of an effort to bring
the private sectors of both Canada and ASEAN closer to
policy formulation in trade-related matters.

There are three main private-sector groups with institu-
tional relationships in ASEAN: the ASEAN-Canada
Business Council, the Canada-Indonesia Business Council,
and the Canadian Manufacturers’ Association. The CMA
has signed co-operation agreements with the Federation of
Thai Industries (1984) and, in the autumn of 1988, also
signed agreements with the Federation of Malaysian
Manufacturers and the Singapore Manufacturers’
Association.

Through membership in the Asian Development Bank
(ADB), Canada contributes to the economic and social
progress of developing member countries, which include
five of the six ASEAN nations. Membership in the ADB
also opens substantial business opportunities for Canadian



suppliers, civil works contractors and consultants in com-
peting for Bank-financed contracts.

The Department is gradually succeeding in convincing
Canadian companies to look beyond the direct sale when
dealing with ASEAN and more toward equity participation
— transfer of technology, joint venturing, and manufacture
under licence. Future growth will depend upon “on the
ground” presence. Canada is a latecomer to the ASEAN
region — its presence goes back only three decades. Can-
ada’s competition is firmly entrenched in the dynamic
ASEAN region, and Canadian suppliers will have to be
more aggressive and tenacious if they expect a larger share
of these valuable markets.

Australia and New Zealand
Canada’s relations with Australia and New Zealand contin-
ued to show their traditionally healthy dynamism.

This was the bicentennial year of the European discovery

of Australia, and Canada participated in the year-long cele-
brations, which commenced on January 26, 1988, and con-
tinued with the very successful Brisbane EXPQO, where the
Canadian Pavilion was voted among the two best by most
of its 2.5 million visitors. Canada Day at the Brisbane
World’s Fair was marked by the visit of Deputy Prime
Minister Don Mazankowski, on an official visit to Austra-
lia. The festivities were marked also by a performance of
the RCMP Bison Band, which toured a number of large and
small centres in Australia.

During his visit to Australia, Mr. Mazankowski met with
the political leaders of the states of Victoria and New South
Wales. In Canberra, he met with a large number of minis-
ters. In his discussions with Prime Minister Robert Hawke
and with the Trade Negotiations Minister Mike Duffy, Mr.
Mazankowski reassured his Australian hosts about the open
and trade-creating nature of the Canada-United States Free

Table 9
CANADIAN EXPORTS TO ASIA AND PACIFIC
(thousands of dollars)
Exports Per Exports Per Exports Per
1986 cent 1987 cent 1988 cent
Total, Japan 5941 999 54.1 7 036 247 53.5 8 670 293 50.3
Hong Kong 319075 29 480 054 37 986 564 57
Peoples R. China 1118968 10.2 1432079 10.9 2589018 150
Korea, North 1273 - 7063 - 5905 -
Korea, South 957993 8.7 1167412 8.9 1201 532 7.0
Taiwan 611 409 56 757022 58 967 425 6.8
Vietnam 2845 - 2337 - 4484 -
Laos 8 - 87 - 1147 -
Sub-total, East Asia 3011571 27.4 3846 054 293 5756 075 345
Bangladesh 101 296 09 124 365 09 127 144 0.7
Sri Lanka 30395 0.2 30518 02 26 893 0.2
India 352085 32 270978 2.1 391 032 23
Pakistan 65053 0.6 82 055 0.6 86 427 0.5
- Afghanistan 132 - 43 - 772 -
Burma 318 - 1073 - 806 -
Nepal 1174 - 3743 - 2945 -
Sub-total, South Asia 550453 49 - 512775 38 636 019 3.7
Malaysia 104 175 09 118 350 0.9 190 532 1.1
Singapore 146 303 1.3 167 991 13 274 141 1.6
Indonesia 251953 23 305078 23 298 691 1.7
Philippines 49 476 0.5 122 095 0.9 131 046 0.8
Thailand 107 289 1.0 194 929 15 259 030 1.5
Sub-total, Southeast Asia 659 196 6.0 908 443 6.9 1153440 6.7
Papua N.G. 11762 0.1 2423 - 11175 -
Australia 624 091 57 688 987 52 834 886 48
Fiji 5907 - 2510 - 2227 -
New Zealand 149 405 14 136 107 1.0 " 137693 0.8
Sub-total, South Pacific 791 165 72 830027 6.2 985 981 517
Other 20 496 04 7593 03 29 460 -
TOTAL 10 974 880 100 13141139 100 17 231 268 100

Source: Statistics Canada cat. no. 65-001 (percentages rounded off).
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Trade Agreement. He signed the Canada-Australia Air
Services Agreement and the Canada-Australia Social
Security Agreement. The latter provides retirement, disabil-
ity and survivor benefits to citizens of one country if they
retire in the other.

The implementation of the recommendations of the New
Zealand House of Representatives Select Committee Report
on New Zealand-Canada Relations was the focus of Can-
ada’s relations with that country in the year under review.
Both the New Zealand Minister of Labour, Immigration and
State Services, Mr. Stan Rodger, and the Minister of
Finance, Mr. Roger Douglas, made official visits to Canada
during May, and Mr. Douglas returned at the end of No-
vember to address a private organization in Vancouver.

Deputy Prime Minister Don Mazankowski visited New
Zealand in July and signed an air transport agreement. In
addition, he met with Prime Minister David Lange, Deputy

Prime Minister Geoffrey Palmer, External Relations Minis-
ter Russell Marshall, Minister of Agriculture Colin Moyle,
and other governmental representatives. He also visited the
forestry reserves on the North Island, where there is signifi-
cant potential for Canadian investment and exports of
equipment.

Canada’s International Trade Minister, Mr. Crosbie, was
in New Zealand in March for a meeting of the Cairns Group
of ministers and remained for an official visit. He met with
Prime Minister Lange, Trade Minister Moore, Forestry
Minister Tapsell and External Relations Minister Marshall.
Mr. Crosbie also made a major statement on Canadian
policy towards Asia and Pacific economic co-operation
while in Wellington and addressed the founding meeting of
the Canada-New Zealand Business Association in Auckland.

Total trade in 1988 with Australia and New Zealand
increased by 19 per cent over last year to $1.9 billion.

Table 10
CANADIAN IMPORTS FROM ASIA AND PACIFIC
(thousands of dollars)
Imports Per Imports Per Imports Per

1986 cent 1987 cent 19388 cent
Total, Japan 8367315 53.9 8351 382 50.4 9245 403 49.5
Hong Kong 1 002 830 6.5 1097 568 6.6 1154133 6.2
Peoples R. China 593716 3.8 812229 49 955 158 5.1
Korea, North 1280 - 2731 - 925 -
Korea, South 1798 277 11.6 1912751 11.5 2271 406
Taiwan 1876 991 12.1 2166 115 13.0 2257478
Vietnam 16 637 0.1 12979 - 10 564
Laos - - 2 - 664 -
Sub-total, East Asia 52891731 34.1 6 004 375 36.0 6 650 328 35.6
Bangladesh 20411 0.1 26 722 0.2 30 399 0.1
Sri Lanka 34 848 0.2 32933 02 33133 0.2
India 180 868 12 188 078 1.1 204 755 1.1
Pakistan 41 665 03 61926 04 78 502 04
Afghanistan 162 - 313 - 244 -
Burma 5258 - 2144 - 2985 -
Nepal - 857 - 932 - 1749 -
Sub-total, South Asi 284 069 1.8 313048 1.9 351767 1.8
Malaysia 208 431 1.3 257 467 1.6 323816 1.7
Singapore 208 003 1.3 291 407 1.8 466 858 2.5
Indonesia 142 471 09 193 062 1.2 179 499 1.0
Philippines 133510 0.7 132799 0.8 178 331 1.0
Thailand 161 481 1.0 209 763 1.3 343 340 1.8
Sub-total, Southeast Asia 853 896 5.2 1 084 498 6.7 1491 844 8.0
Papua N.G. 1074 1.3 754 - 46 -
Australia 497 981 32 562 928 34 662 490 35
Fiji 4402 - 6526 - 12 726 -
New Zealand 180 504 1.2 220288 1.3 224 860 1.2
Sub-total, South Pacific 683 961 5.7 790 496 4.7 900 122 47
Other 25454 0.2 29 061 0.3 34 281 0.4
TOTAL 15 504 426 100 16 572 860 100 18 673 745 100

Source: Statistics Canada cat. no. 65-001 (percentages rounded off).
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Canadian exports to Australia and New Zealand grew by
4.8 and 0.8 per cent to $835 million and $138 million
respectively. Canada’s merchandise trade surplus with
Australia continues to be one of the largest in the Asia and
Pacific area at $172 million. More than half of all Canadian
exports to Australia and New Zealand are finished products.

The South Pacific

The Canadian development assistance initiative for South
Pacific marine resource agencies was signed in August
1988 by Canada’s two high commissioners to the region.
This initiative, valued at $10 million, is in addition to $2.6
million available annually through the locally administered
Canada Fund. The Canadian project, administered by the
Halifax-based International Centre for Ocean Development,
has opened a small office in Suva, Fiji, which will provide
assistance to the island states in the development and
management of their vast marine resources.

During September, Canada welcomed the Minister of
Economic Development of Western Samoa, Mr. Tanuvasa
Livi, who came to Canada in preparation for a UN Develop-
ment Program Round Table on Western Samoa’s develop-
ment needs. In Ottawa, Mr. Livi met with senior officials,
and with representatives of Canadian non-governmental
organizations (NGOs) based in Ottawa. In October, a
similar visit was made by the Minister of Foreign Affairs
and Judicial Services of Vanuatu, Mr. Donald Kalpokas.
This was the first official visit of a Minister of the Govern-
ment of Vanuatu since the independence of that country in
1980. Mr. Kalpokas met with senior officials and with NGO
representatives to increase awareness of the development
needs of his country.

South Asia

Over the past year there have been a number of political
developments with implications for Canada in general and
for its bilateral relationships with the countries in the
region. These countries continue to be major recipients of
Canadian development assistance as well as being a major
source of immigrants. Canada has important commercial
relations with the region generally, and especially with
India, a country that dominates this geographic area in
terms of market size and growth potential.

. The close relationship with India was furthered by the
visit of Mr. Natwar Singh, Minister of State for External
Affairs, to Canada in May to participate with Mr. Clark in
the annual ministerial consultations and the senior officials
economic consultations. Canadian compariies achieved
some commercial successes in India over the past year, with
exports up by over 40 per cent. A major achievement was
the awarding of the Rajmahal Coal Mine Project, worth
over $166 million in goods and services, to a Canadian
company. Two trade missions to India covering telecom-
munications and space technology identified substantial
opportunities for Canadian firms. In February, 35 Canadian
companies participated in the Eighth Indian Engineering
Trade Fair in New Delhi, which was attended by the
Ontario Minister of Intergovernmental Affairs.

As required by the Geneva Accords (signed on April 15,
1988), the Soviet Union completed the withdrawal of its
troops from Afghanistan by February 15, 1989. However
the accords did not include provisions for a political
settlement, or a ceasefire. Thus the fighting between the
Kabul regime and the Mujahideen guerillas continued.
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Canada responded to an international appeal by the UN
Secretary-General for humanitarian relief and economic
assistance to Afghanistan by pledging $22 million over two
years, in addition to Canada’s continuing assistance to
Afghan refugees in Pakistan.

Following the death of President Zia in an air accident in
August 1988, Pakistan continued its democratization
process by proceeding with elections to the National and
Provincial assemblies in November. At the national level,
the Pakistan People’s Party established itself as the leading
party in the country, and its leader, Benazir Bhutto, was
selected as Prime Minister on December 2. Canada’s
support for the re-emergence of representative democratic
government in Pakistan was conveyed to Prime Minister
Bhutto in a message delivered by Prime Minister
Mulroney’s personal representative, Mr. George Hees,
during a visit to Islamabad in January. Missions to Pakistan
covering Canadian capabilities in oil and gas, and thermal
power, provided an opportunity for Canadian companies to
capitalize on new openings in the Pakistan economy under
Prime Minister Bhutto.

Bangladesh suffered through the worst flooding in its
history in the autumn of 1988. The flood waters affected
over 70 per cent of the country and left 30 million persons
homeless. Canada responded to this disaster by donating
$14.5 million in emergency relief assistance. Late in
November Bangladesh was battered by a cyclone, which
once again caused flooding, property and crop damage, and
loss of life.

Throughout the summer of 1988 millions of Burmese
took to the streets in peaceful protests calling for a return to
democracy. In September a military takeover put an end to
these demonstrations resulting in the deaths of approxi-
mately 3 000 persons. Mr. Clark condemned the use of
violence against protesters and called upon the military to
honour their promise to hold elections. In March the
military authorities announced that elections would be held
in the spring of 1990.

Communal violence and political unrest continued in Sri
Lanka, particularly in the lead-up to the presidential elec-
tions in December 1988. Former Prime Minister Ranasinge
Premadasa was elected to succeed outgoing President
Jayewardene. In parliamentary elections held in mid-
February, the government was returned with a slightly
reduced majority. Canada’s development assistance to Sri
Lanka continued to support programs designed to reach the
poorest segments of society, through agricultural and
human resource development.

The heads of government of seven South Asian countries
(Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and
Sri Lanka) met in Islamabad at the end of December for the
Fourth Summit of the South Asian Association for Regional
Co-operation (SAARC). The Fourth Summit, chaired by
Prime Minister Benazir Bhutto, was significant for two
reasons. First, its deliberations produced a number of initia-
tives which, if successfully implemented, will be a major
step towards the development of regional co-operation. It is
a step welcomed by Canada as it will serve to focus efforts
by all countries in the region on examining and working
towards solving common problems. Second, the Fourth
SAARC Summit permitted prime ministers Bhutto and
Gandhi to hold bilateral talks. Although the SAARC does




not deal with bilateral issues, its meetings provide excellent
opportunities for the heads of government to meet each
other. The welcome results of the Gandhi-Bhutto talks
served also to help create a positive mood in the SAARC.

Indochina

Relations with the Indochinese countries have been minimal
since the Vietnamese invasion of Cambodia in 1978. Canada
has supported the ASEAN countries in the search for a
comprehensive solution to the Cambodia problem. The
outlines of an internal settlement began to emerge in 1988
and there were suggestions that Canada might be asked to
serve on a peacekeeping force. It thus became possible to
envisage a resumption of normal relations with Vietnam and
Cambodia. Many refugees from this region have settled in
Canada and to date about 30 000 Vietnamese have joined
family members in Canada under the government’s Family
Reunification Program. In addition, Canada accepted 6 945
refugees and designated-class persons from Cambodia, Laos
and Vietnam in 1988. Trade relations remain minimal and at
present there are no bilateral development assistance pro-
grams.

Republic of Korea

Canadian interest in the Republic of Korea (R.O.K.) stems
from a desire to ensure continued stability on the Korean
peninsula, as well as to develop and protect commercial and
other bilateral interests. Major changes took place in the
R.O.K. during the past year. The inauguration of President
Roh Tae Woo on February 25, 1988, marked the first peace-
ful transfer of power in recent Korean history.

Canada-Korea trade relations have continued to expand,
reaching $3.5 billion in 1988 (up from $3 billion in 1987).
Canadian exports to Korea were $1.2 billion in 1988, up
only 2 per cent over 1987. The Department continued its
efforts to ensure better access to Korean markets for Cana-
dian goods. Coal, organic chemicals and wood pulp are
Canada’s largest exports to the R.O.K., while the main
imports are clothing, textiles, cars, footwear, consumer
electronic products, and iron and steel products.

Annual bilateral political consultations at senior official
levels were held in Ottawa in November. The birth of James
Scarth Gale, the first Canadian missionary to enter Korea
and the first translator of the Bible into Korean, was cele-
brated in Seoul in 1988 in ceremonies jointly sponsored by
the Department and the R.O.K. government. A major
collection of Emily Carr paintings was to be exhibited in
Seoul in May 1989. Academic relations have developed sub-
stantially with the impetus provided by the first Canada-
Korea Academic Forum held in the R.O.K. in 1988.

Africa and the Middle East

Francophone Africa and the Maghreb

The close ties developed in recent years with Francophone
Africa continued to be consolidated during the past year,
during which new areas and means of multilateral and
bilateral co-operation became evident. This was in large part
due to the new “Francophone Summit diplomacy,” as it is
called, which has brought Canada even closer to the African
continent. High-level contacts, often associated with the
activities deriving from this diplomacy, were numerous. A
new partnership is in fact developing, which has consider-
able significance for Canada’s traditional development co-
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operation programs, from which this region has benefited
for some time. The mutual trust manifest at various levels
bears witness to this broader relationship, illustrated by the
solid support lent by the countries of this region to Canada’s
candidacy for the United Nations Security Council.

A number of bilateral visits took place during the past
year. Ministers from various countries in the region, namely
Zaire, Ivory Coast, Sao Tomé and Principe, and Madagas-
car, made working visits to Canada. Mrs. Thérése
Houphouét-Boigny, the spouse of Ivory Coast President
Félix Houphouét-Boigny, also visited in June. A number of
visitors from Francophone Africa travelled to Canada for
the mid-term meeting of the GATT Uruguay Round, held in
Montreal in December. Various specialized missions visited
Canada in the context of co-operation programs. Some were
from the Algerian health, paperwork management and radio
sectors, and others from the publishing, cinema and televi-
sion industries of Morocco. Visitors to Canada also in-
cluded Camerobonian, Tunisian and Moroccan journalists
and media managers. Mr. Rachid Lahlou, representative of
the Moroccan communities abroad, visited in September.

Canadian parliamentarians visited Ivory Coast in May
1988 and Niger in February 1989. Jean Charest, Minister of
State for Youth, Fitness and Amateur Sport travelled to
Morocco twice in connection with the first Francophone
Games scheduled for Casablanca in July 1989. CIDA Presi-
dent Margaret Catley-Carlson visited Rwanda in November
to represent Canada at the ceremonies commemorating the
25th anniversary of the National University of Rwanda.
Bilateral relations with various African partners were re-
viewed at joint meetings with Algeria (June 1988), Senegal
and Morocco (March 1989), and in bilateral consultations
with Rwanda.

Close attention was also paid to human rights issues. The
tragic events of August in Burundi, which resulted in the
temporary exodus of thousands to Rwanda, were followed
closely. Canada provided assistance for them through the
multilateral institutions. The grave concern of the Canadian
government was clearly understood by the Burundian au-
thorities, who continued their efforts to achieve democratic
openness and restored a climate of confidence, making it
possible for nearly all the displaced persons to return home.

The economic situation in Francophone Africa as a
whole and also in the Maghreb during this period was a
delicate one. Rigorous programs to adjust the structures of
the national economies resulted in considerable social
problems in some countries. Accordingly, Canada at-
tempted to adjust its own programs of co-operation in the
region and intervened in various ways, bilaterally and
multilaterally, to help alleviate the foreign debt burden.

Canada’s cultural presence in Francophone Africa in
1988/89 included film weeks in Kinshasa and Yaoundé, the
latter in co-operation with Quebec. Quebec and Canada also
participated jointly in the International Educational Book
Salon held in Casablanca, and the International Handicrafts
Exposition in Rabat. There are continuing exchanges in the
cultural technology fields of cinematography, museology
and library sciences. In sports, the Canadian boxing team
participated in a Moroccan gala event as part of their
African tour. The Department sponsored the Africa tour of
Montreal’s well-known Oliver Jones Trio, which performed
in Abidjan in March.



Table 11

CANADIAN EXPORTS TO AFRICA
(thousands of Canadian dollars)

1985 1986 1987 1988

Algeria 330 754 190 338 200 653 287 803
Morocco 169 345 154 590 203 608 278 564
Tunisia 78 949 75 550 75 368 74733
Cameroon 31262 12 452 15752 17 706
Ivory Coast 18200 7293 11192 14 472
Benin 659 2348 3309 1594
Gabon 1382 12630 1378 5147
Guinea 17767 2736 3410 9281
Mauritania 3495 268 1672 2881
Madagascar 4245 1398 3689 603
Senegal 21912 15118 12 805 14 181
Togo 3617 4798 763 6 009
Zaire 20921 16 504 17 206 32747
Francophone NES 39912 22371 26 466 11930
Malawi 692 847 3749 1479
Zimbabwe 11374 7370 8792 22485
Tanzania 17 251 24 556 25426 25 495
Zambia 5416 12 691 18 877 20223
Angola 4260 1248 4772 3978
Mozambique 7026 6531 18 386 20 491
Gambia 13 61 570 300
Ghana 24 759 28 672 25 506 40912
Kenya 17 031 48 774 9 361 7312
Mauritius 907 987 992 725
Nigeria 67434 18 943 22435 22 646
Uganda 609 1311 809 1709
Sierra Leone 100 156 318 403
Commonwealth NES 2299 347N 273 0
Sudan 18 586 23112 11 749 15116
Ethiopia 59 563 31549 34593 40 002
Liberia 2645 2459 3958 8616
Somalia 148 1817 825 490
Spanish Africa 178 2184 1057 50
Portuguese NES 1962 2340 2993 658
South Africa Customs Union 150916 151 128 113 170

South Africa 138 555

Botswana 6955

Lesotho 228

Swaziland 1474
TOTAL 1135589 919901 885 882 1038 322

The Department publishes Le Canada et I'Afrique, a
quarterly magazine that disseminates information on Cana-
dian policy, accomplishments and cultural activities to an
audience in Francophone Africa. To further Canada’s expo-

sure to the region, senior media personalities were invited for

orientation visits to Canada. These included the Yaoundé-
based Director from the Cameroon’s Radio and Television
Commission, Tunis’ La Presse, Casablanca’s Le Matin du
Sahara and Dakar’s Le Soleil.

Anglophone Africa

Canada’s relations with Anglophone Africa continued to
emphasize development issues and challenges both through
bilateral co-operation and participation in international
organizations. Appreciation of Canada’s policies on eco-
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nomic and political subjects of direct interest to African
countries was reflected in Commonwealth and other inter-
national forums and in unanimous African support for
Canada’s candidature to the UN Security Council.

Two areas of regional conflict, the Horn of Africa and
Southern Africa, were the focus of concerted consultations
at senior political levels and of humanitarian and develop-
ment assistance activities.

The Horn of Africa saw the first cautious steps toward
peace and stability after decades of protracted internal
conflicts, border wars, famine and drought. Ethiopia and
Somalia signed a peace accord. The continuing conflict in
Northern Ethiopia engaged Canada and other donors in
political and diplomatic efforts to ensure the delivery of




Table 12

CANADIAN IMPORTS FROM AFRICA
(thousands of Canadian dollars)

1985 1986 1987 1988

Algeria 321922 11502 22124 17 356
Morocco 13532 19 358 29 429 46 286
Tunisia 101 171 9 359 2312 3938
Cameroon 4377 304 1173 19516
Ivory Coast 17 478 15 760 13226 31442
Benin 7 12 1 0
Gabon 34559 5770 5757 1148
Guinea 9573 15169 19 453 15 406
Madagascar 1164 7 848 111 1854
Mauritania 0 24 0 0
Sénégal 399 58! 156 635
Togo 2375 3182 14076 41 518
Zaire 16 357 33945 30646 8 580
Francophone NES 1300 16 616 22 361 25 507
Malawi 1040 1560 1007 2593
Zimbabwe 5186 6737 13 680 14 331
Tanzania 3704 3062 2254 2684
Zambia 26 84 23 27
Angola 890 42 428 121 836 82 765
Mozambique 287 110 1520 2647
Gambia 0 84 113 747
Ghana 28 65 6264 7526
Kenya 14 230 20 868 12 637 16 627
Mauritius 6629 13474 27612 23652
Nigeria 229 837 368 210 240 373 310513
Uganda 1765 2 360 1967 6209
Sierra Leone 21 8211 10 186 11572
Commonwealth NES 17 259 28 965 46 0
Sudan 2 27 1480 204
Ethiopia 1305 2156 1876 6701
Liberia 1563 1260 1822 4329
Somalia 78 134 0 97
Spanish Africa 524 380 237 0
Portuguese NES 32 0 214 14
South Africa Customs Union 227734 373163 155 389

South Africa - 158 000

Botswana 293

Lesotho 1637

Swaziland 35525
TOTAL 1036 345 1012245 763 495 901 879

tion to reduce dependence on South Africa. Notwithstand-
ing the setbacks caused by war, widespread drought and
low international commodity prices, support for these
efforts remained the major focus of Canada’s substantial
development assistance to the region, totalling $130 million
in 1988/89. In Angola, prospects improved for an end to the
civil war, which has crippled its development and hindered
other neighbouring countries. The tripartite agreement
signed in New York in December by Angola, Cuba and
South Africa raised hopes of direct peace negotiations and
internal reconciliation between the Angolan government
and opposing guerilla forces. In Mozambique, however, the
debilitating conflict remained a serious constraint on the
development of both Mozambique and several other
Southern African countries because of the continuing

relief supplies to civilians. In southern Sudan, the conflict
between the Sudanese People’s Liberation Army and the
Government of Sudan reached a point where both sides
seemed willing to enter serious peace negotiations. Mme
Landry and officials in Ottawa and in the region were active
in encouraging the peace processes. Canada also urged
support for international relief efforts aimed at reducing the
terrible deprivation caused by the wars, particularly in
southern Sudan. Mme Landry intervened forcefully at the
UN-sponsored donors’ conference in Khartoum in March,
urging that a ceasefire be declared to permit the delivery of
desperately néeded relief supplies to southern Sudan.

The nine member countries of the Southern African
Development Co-ordination Conference (SADCC) contin-
ued to pursue regional development and economic integra-
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interruption of vital regional transportation routes to the
Indian Ocean. Canada announced in September that it
would provide non-lethal security assistance for infrastruc-
ture projects in Southern Africa. This major policy shift was
warmly welcomed by leaders of the Front Line States.

The SADCC Executive Secretary, Dr. Simba Makoni,
visited Canada in December in preparation for the 12th
annual ministerial meeting of SADCC. In February, Mr.
Walter McLean, the government’s Special Representative
on Southern African and Commonwealth Affairs, led the
Canadian delegation to the ministerial meeting in Luanda.
Mr. McLean also had discussions with the Foreign Minister
of Angola and other ministers concerning the development
of Canada-Angola relations, including an exchange of trade
and economic missions and the elaboration of a major
CIDA-supported project by a consortium of Canadian
NGOs. Mr. McLean subsequently visited Mozambique to
review aid projects being implemented by a consortium of
21 Canadian NGOs in Nampula province.

A Canadian parliamentary delegation went in May to
Ghana, Nigeria, Botswana, Zimbabwe and Zambia. Con-
versely, African ministers and officials visited Canada to
establish institutional links and to consult with Canadian
counterparts on a variety of subjects. Visitors during the
year included the Kenyan Minister of Finance, George
Saitoti, and the Kenyan Minister of Energy, Nicholas
Biwott, in July; the Tanzanian Foreign Minister, Ben
MKapa, in September; the Ugandan Minister of State for
Internal Affairs, Moses Kintu, in October; the Mauritius
Minister of Housing, Land and Environment, Sir Ramesh
Jeewoolall, in December; the Malawi Secretary to the
President and Cabinet, Sam Kakhobwe, in December; Dr.
E. Mwanangonze, Zambia’s Minister of State for Higher
Education in February 1989; and the former Minister of
Education and widow of the late President Machel, of
Mozambique, Mrs. Graca Machel in February. During the
UN General Assembly session, consultations were held
between Prime Minister Mulroney and President Robert
Mugabe of Zimbabwe, and between Mme Monique Landry
and the foreign ministers of Gambia, Somalia and Liberia.

Canada participated in a celebration in Nairobi on
December 12, marking the 25th anniversary of Kenyan
independence. The Governor General designated Senator
Finlay MacDonald as her representative.

Canada continued to encourage regional co-operation in
Africa and maintained an active dialogue with the Organi-
zation of African Unity (OAU), including a visit by an
OAU delegation in July; consultations with the Economic
Commission for Africa; and participation in the African
Development Bank.

In Anglophone Africa, Canada enhanced its cultural
impact by promoting of cultural products such as books,
films and cultural nights. In addition, the Canadian boxing
team visited Kenya and Nigeria, and the Oliver Jones trio
toured Nigeria as part of their three-country African
itinerary. The Editor-in-Chief of Harare’s The Zimbabwe
Herald accepted an invitation by the Department for an
orientation visit.

South Africa

Canada continued its efforts over the year to work towards a
peaceful solution to the situation in South Africa. Measures
already in place to pressure the government in Pretoria to
enter into meaningful dialogue with black leaders towards a

non-racial democratic society were intensified. Canada
maintained its leadership role by encouraging other coun-
tries to increase international pressure against South Africa.
Major programs of assistance to victims and opponents of
apartheid continued and a number of new initiatives to fight
apartheid and promote dialogue were developed and
implemented. '

The Canadian Prime Minister and other government
leaders at the Toronto Economic Summit in June 1988
declared their abhorrence of apartheid and agreed on the
urgency of three particular matters. They stated that clem-
ency should be exercised for the “Sharpeville Six,” indi-
cated that their relations with South Africa would be se-
verely strained should anti-apartheid organizations be
deprived of overseas aid through the enactment of new
legislation, and declared their strong support for negotia-
tions seeking national reconciliation within Angola, an end
to the Angola/Namibia conflict, and early implementation
of the United Nations Security Council Resolution 435.

The third Annual Report on the Administration and
Observance of the Code of Conduct Concerning the Em-
ployment Practices of Canadian Companies Operating in
South Africa was tabled in July in the House of Commons
by Mr. Clark. The report found that all the nine remaining
Canadian affiliates in South Africa were meeting and, in
many cases, exceeding the set standards. Also in July, the
government announced it was further tightening its policy
on sporting contacts with South Africa, by denying visas to
all South African passport holders who wish to come to
Canada to participate in sporting events.

The Commonwealth Committee of Foreign Ministers
(CFM), chaired by Mr. Clark, met for the second time in
Toronto in August 1988. An interim report of independent
experts showed that sanctions were having a discernible
impact on the South African economy and that this impact
could be greatly enhanced if sanctions were more widely
adopted. The CFM also considered a report on South
Africa’s relationship with the international financial system.
It concluded that the refusal of banks to lend to South
Africa had proved to be the most significant sanction, with
trade sanctions and disinvestment pressures playing a
supporting role. The two reports resulted in a number of
specific recommendations to widen, tighten and intensify
sanctions.

In response to the security needs of South Africa's
neighbours, the CFM emphasized the need for wider
international support, particularly to Mozambique. On the
question of Namibia, the Committee welcomed consulta-
tions among the governments of Angola, Cuba and South
Africa mediated by the United States, and underscored their
commitment and support for Namibian independence on the
basis of Resolution 435.

Mr. Clark announced at the meeting that Canada would
fund a feasibility study to explore the creation of a Com-
monwealth-wide network of non-governmental organiza-
tions dealing with advanced education and training of black
South Africans. During the meeting Canada also sponsored
an anti-apartheid cultural festival as well as a public forum
on censorship and propaganda and invited prominent anti-
apartheid activists from South Africa and elsewhere to
participate.

Special focus was given to Canada’s presentation of a
detailed strategy to counteract South African propaganda




and censorship. The strategy’s prime objective is to counter
impediments to the free flow of information to, from and
about South Africa. An 11-point $1 million Canadian action
plan was announced to implement this strategy. Some of the
projects funded under this plan during the year included
support for the alternative press, in-house journalism
training, journalism scholarships at Rhodes University,
support for anti-censorship activities and legal challenges,
and sponsorship of a major conference in Regina on news
reporting in South Africa.

In pursuit of the Toronto CFM recommendations Mr.
Clark subsequently met with representatives of Canadian
banks, who agreed not to increase trade credits to South
Africa and to raise with other foreign banks directly in-
volved the idea of loan scheduling terms as short as pos-
sible. In September he announced that the ban on exports of
high-technology items on the Export Control List (ECL)
was to be extended to private-sector end users in South
Africa and that the ban on government contracts with
majority South African-owned companies had been tight-
ened to include grants, contributions and sales, including
those by Crown corporations. Subsequently, South Africa
was added to the Area Control List (ACL) in March 1989
and revisions were made to the Export Control List includ-
ing the addition of goods that are sensitive for strategic and
foreign policy reasons. This means Canada now controls the
export of products to South Africa in areas, notably dual
purpose items, additional to those listed on the ECL.

Following the Toronto meeting, Canada also publicly
launched a fund to promote dialogue principally among, but
also with, South Africans. Meaningful dialogue among
South Africans of all races is an essential prerequisite for
peaceful change. During the year Canada spent over
$600 000 on dialogue projects. A portion of these funds was
committed to projects outlined in the Canadian Action Plan
on countering South African propaganda and censorship,
since censorship remains a serious impediment to dialogue.
Other projects included bringing black and white youths
together in a variety of forums to discuss a non-racial
future, township encounters, and human rights and other
conferences at which blacks and whites exchanged views on
a post-apartheid South Africa.

Mr. Clark presented the third volume of the Canadian
Anti-Apartheid Register to the Secretary-General of the UN
in September. The register records the actions taken by
Canadian individuals, private organizations and various
levels of government to express their opposition to apart-
heid.

Meeting for the third time in February 1989 in Harare,
the CFM focused on South Africa’s destabilization efforts
against its neighbouring states, and received a preliminary
report on destabilization which set out the security needs of
the Front Line States, and Mozambique in particular. The
CFM also welcomed a draft strategy paper submitted by
Canada on trade and investment promotion in these states as
ameans to help strengthen independence from the economy
of South Africa.

The Committee agreed that sanctions, particularly
financial sanctions, remain the most effective peaceful
means to help end apartheid. The CFM undertook to review
the Commonwealth lending ban and increase efforts to
encourage other countries to adopt the measures recom-
mended by the CFM. Based on a Canadian proposal, the
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CFM adopted an initiative to be pursued in the Security
Council to strengthen the arms embargo, by clarifying the
definition of proscribed exports to include dual purpose
items, making the import embargo mandatory and enhancing
UN monitoring.

The CFM was able to engage in valuable direct consulta-
tion with several leading anti-apartheid personalities from
South Africa, including the Rev. Dr. Allan Boesak, and
representatives from the United Democratic Front (UDF).
The liberation movements, the African National Congress
and Pan-African Congress, also made presentations.

Aid to the victims of apartheid during the year totalled
approximately $7.8 million. This included $3 million for the
Canadian Education Program, $400 000 towards the Cana-
dian Fund for small-scale local initiatives and $3.2 million
towards legal and humanitarian assistance to detainees and
their families and support for projects in education, commu-
nity development, small-scale agriculture, provision of water
and health care. Another $1.2 million provided for multilat-
eral assistance to support initiatives carried out by the
Commonwealth, La Francophonie and the United Nations.
Namibia
Reflecting a longstanding commitment to help bring Na-
mibia to independence after a century of foreign occupation,
Canada welcomed the outcome of negotiations among
Angola, Cuba and South Africa, mediated by the United
States. These negotiations concluded on December 22 with
the signing of agreements in New York providing for
Namibian independence under United Nations supervision
and the phased withdrawal of Cuban troops from Angola.

Canada had been a non-permanent member of the Secu-
rity Council in 1978 when Resolution 435 was adopted,
calling for Namibia’s transition to independence from South
African occupation. Canada again joined the Security
Council on January 1, 1989, with the intention of participat-
ing actively to ensure the success of the long-awaited
agreement to allow Namibia its independence. The adoption
of Security Council Resolution 632 on February 16 approved
and set in motion the United Nations plan leading to com-
plete independence for Namibia on April 1, 1990. The plan
included the creation of the United Nations Transition
Assistance Group (UNTAG) composed of large military and
civilian components to supervise troop withdrawal and
demobilization. It also laid the groundwork for UN-moni-
tored elections. Canada provided two military officers to
assist the UN with the review of logistical plans for the
operation.

Canada announced on February 23 that it would contrib-
ute $1 million to the $40 million global budget for the
repatriation program, an integral part of UNTAG. The funds
were to enable some 58 000 exiled Namibians to return
home in time for the pre-independence elections in Novem-
ber 1989. Subsequently an additional $1 million was com-
mitted to refugee and other humanitarian and development
assistance. In addition, the following day, Mr. Clark pre-
sented the Secretary-General’s Special Representative for
Namibia with a cheque for $11.9 million as early payment
for part of Canada’s assessed share of $15 million.

After Canada accepted the official invitation in March
from the UN Secretary-General to participate in UNTAG in
Namibia, the 89th Logistics Unit was created, composed of
approximately 250 Canadian Forces personnel. The unit’s
function was to support both the military and civilian



Table 13
CANADIAN TRADE WITH THE MIDDLE EAST
(thousands of dollars)
Canadian exports to: Dec. 1986 Dec. 1987 Dec. 1988 Up to Apr. 1989
Bahrain 7 604 11 439 3994 1279
Egypt AR. 32952 83 529 71133 25971
Iran 35683 168 093 140 166 11 399
Iraq 105 435 119 636 191 444 64 044
Israel 127 191 146 321 124 897 50754
Jordan 6 090 55713 13078 2270
Kuwait 24 366 20133 22 526 9276
Lebanon 17 561 10139 13948 5066
Libya 74123 28 781 56116 18 368
Oman 5906 4050 7867 1334
Qatar 7642 3616 5687 777
Saudi Arabia 211 985 267 862 202535 121 199
Syria 12 307 8875 4133 387
United Arab Emirates 24278 22292 23 604 7148
Yemen, Dem. South 10 295 5706 1327 160
Yemen, North 4674 2819 5469 4816
TOTAL 808 092 909 004 887 924 324248
Canadian imports from: Dec. 1986 Dec. 1987 Dec. 1988 Up to Apr. 1989
Bahrain 3594 1649 7396 3447
Egypt AR. 5118 34018 25195 2256
Iran 208 682 110304 70 327 6676
Iraq 815 80 801 8774 17 067
Israel 129 955 116 355 124 579 53 604
Jordan 1633 587 183 193
Kuwait 293 564 2297 573
Lebanon 1 060 1570 6374 936
Libya 22727 0 5176 0
Oman 4380 49 617 57 1
Qatar 594 290 0 0
Saudi Arabia 186 894 175134 95 407 80 556
Syria 48 439 300 55
UAE 2100 48 698 46 765 28 076
_ Yemen, Dem. South 755 1013 0 0
Yemen, North 77 82 230 0
TOTAL 568 725 621 121 393 060 193 440

components of UNTAG. Furthermore, Canada provided five
military police and a few staff officers for UNTAG Head-
quarters.

Later in March Mr. Clark announced that Canada would
open its own observer mission whose staff would engage in
monitoring, liaison and observation activities during the
one-year transition to independence beginning April 1,
1989.

Trade with Africa

The volume of Canadian exports to Africa in 19838 in-
creased by nearly 20 per cent over 1987 to $1.5 billion.
Many business opportunities resulted from initiatives by the
Department, e.g., organizing 20 fairs and missions in the
region, export development loans, joint economic commis-
sions, and a number of incoming missions of business and
government buyers from African countries. Through the
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Francophone and Commonwealth summits, Africa 2000
and the debt forgiveness program, Canada has enjoyed
goodwill and a growing stature in Africa; Canada is per-
ceived as a new economic partner offering North American
technology both in English and French and bringing a fresh
element of competitiveness with the potential to break
historical monopolies. )

Canadian funding is provided through both bilateral and
multilateral agencies. CIDA funding to Africa totalled over
$400 million in 1987/88, while cumulative funding (export
finance and insurance) provided by the EDC for eligible
African and Middle East countries totalled $1.1 billion to
the end of 1988. Over the past few years, EDC has had a
major part in support of firms seeking major contracts.
Concessional financing has become important to the extent
that, increasingly, many projects in Africa cannot be



obtained without it. Nevertheless, export financing by other
OECD states still overshadows that available to Canadian
companies. Moreover, these competitors often benefit from
a number of existing trade arrangements, such as the Lomé
Convention of the European Community. Notwithstanding,
Canadian companies have been increasingly successful in
penetrating geographical and sectoral markets.

In 1988, Algeria and Morocco were the top two import-
ers of Canadian products, at nearly $300 million each.
Canada’s exports to Africa covered a range of sectors
including wood, fish and seed potatoes from the Maritimes;
engineering and telecommunications equipment from
Quebec; manufactured products including locomotives and
aircraft from Ontario; wheat, sulphur, and oil and gas
equipment from the Prairies; and lumber and smoked
salmon from British Columbia. Major Canadian engineer-
ing companies were active, with contracts of more than
$200 million for the year; these were primarily in energy
(transmission lines, water distribution systems), education,
forestry, transport and telecommunications sectors.

During 1988 the Department assisted in opening a new
office for the Canadian Association for the Private Sector in
Southern Africa in Harare, Zimbabwe, with the mandate to
develop economic co-operation between the Canadian and
Southern Africa business communities.

The Middle East

During the year under review, Canada worked to increase
the prospects for an early settlement of the Arab-Israeli
dispute, by encouraging an end to the cycle of violence in
the occupied territories and the adoption of practical and
realistic confidence-building measures to create conditions
for negotiations. Canada has long regarded the requirements
of a just and durable peace to be Israel’s right to exist
within secure and recognized borders, a principle underly-
ing UN Security Council resolutions 242 and 338, as well
as the recognition of the legitimate rights of the Palestini-
ans.

There were a number of important developments in the
region over the past year, including the continuing Palestin-
ian uprising, the Jordanian disengagement from the West
Bank and the Israeli elections. In the latter part of 1988 the
Palestine National Council accepted Security Council
Resolution 242 as a basis for a peace conference on the
Middle East, and this and further helpful statements by PLO
Chairman Arafat explicitly recognizing Israel culminated in
the establishment of a PLO-U.S. dialogue in early 1989.

Following a thorough review of these developments, in
March 1989 Mr. Clark announced that Canada had con-
cluded that these changes in PLO positions largely ad-
dressed the reservations Canada had expressed, and that
accordingly Canada was ending restrictions on official
meetings with representatives of the PLO. He also reiterated
that Canada does not recognize the Palestinian state as
declared at Algiers, but that Canada does support the
principle of self-determination for the Palestinian people, to
be exercised through peace negotiations.

The situation in the occupied territories continued to be a
matter of concern. In both bilateral and multilateral meet-
ings, Canada pressed the Israeli government to recognize
the applicability of the Fourth Geneva Convention to the
occupied territories, and to cease their practices of depomng
Palestinians, demolishing houses, etc.
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In its frequent bilateral contacts with Israel, the Arab
states in the region and interested parties such as the United
States and the PLO, Canada has encouraged a search for
pragmatic solutions in the peace process, acceptable to the
main parties to this conflict.

During his January 1989 meeting with Israeli Foreign
Minister Moshe Arens in Paris, Mr. Clark urged the Israeli
government to propose realistic initiatives which would
move the peace process forward towards a process of
negotiations which would require the participation of the
PLO as the principal representative of the Palestinians.
Subsequently, in March, Prime Minister Mulroney met with
King Hussein of Jordan in the Hague and discussed oppor-
tunities for progress. Ongoing dialogue with the PLO, such
as the January visit to Canada by the Director General of its
Economic Department, provided opportunities to stress the
need for compromise and non-violent solutions. A visit to
Egypt and Saudi Arabia in February 1989 by Mr. Raymond
Chrétien, the Associate Under-Secretary of State for
External Affairs, was a further occasion to reiterate Cana-
dian commitment to support moderate proposals that will
accelerate the peace process.

In its bilateral relations with Israel, Canada welcomed
working visits made separately by senior officials from the
Israeli Ministry of Foreign Affairs and Dr. Ben-Elissar,
Chairman of the Israeli Knesset Foreign Affairs Commuittee.
Canada’s Associate Minister of Defence, Paul Dick, visited
Israel in April 1988. As part of continuing efforts to pro-
mote well-informed discussion on the Middle East, the
Department assisted other visits to the region by parliamen-
tarians, academics, journalists and groups such as the
National Defence College.

During the year, Canada continued to develop strong and
substantial relations with various Arab countries as well.

Egypt attracted particular interest as it returned to its
traditional leadership role in the Arab world. Canada
strongly supports President Mubarak’s active role in the
regional peace process. Canada’s support found tangible
expression in such practical measures as continued partici-
pation in the Multinational Force and Observers in the Sinai
and substantial development assistance in the order of $24
million per annum. The visit to Canada of the Egyptian
Deputy Prime Minister and Minister of Planning in June
1988 reinforced Canada’s broadly based ties with the
Egyptians. During the visit, Canada expressed sympathy for
Egypt’s current economic difficulties and has since encour-
aged Egypt to reach early agreement with the IMF on
necessary measures to resolve these problems.

The period under review witnessed a steady expansion of
bilateral ties between Canada and Jordan, pursuant to new
initiatives identified during the visit to Canada of HRH
Crown Prince Hassan in June 1987 and the earlier visit of
Mr. Clark to Amman in 1986. Energy co-operation re-
mained in the forefront, as Canada provided technical and
exploration-related assistance to Jordan to help exploit its
hydrocarbon potential. In December an extension to the
agreement between Petro-Canada International Assistance
Corporation (PCIAC) and the Natural Resources Authority
of Jordan brought PCIAC’s total contribution to Jordan for
exploration activity to $32 million. The cross-Canada tour
of the Jordanian Minister of Energy and Planning in June
enabled him to identify new potential for co-operation in
the hydrocarbon, hydroelectric, and related energy fields.




Czanada’s expanding commercial relations with Jordan also
provided a measure of political support for Jordan’s efforts
to promote dialogue and moderation in the regional peace
process. Prime Minister Mulroney reviewed these issues
with King Hussein when they met at The Hague in March
1989.

The past year also provided an opportunity for progress
in Canada’s relations with Saudi Arabia. The plenary
meeting of the Canada/Saudi Arabia Joint Economic
Committee at Riyadh in February provided an occasion for
bilateral discussions between the Associate Under-Secretary
of State and the Saudi Foreign Minister, HRH Prince Saud
al Faisal. Canada’s trade and commercial relations grew
steadily during the year. Most Favoured Nation (MFN)
wariff treatment came into force in the autumn of 1988 and
further facilitated the exchange of goods and services.
Canada welcomed the accession of Saudi Arabia to the
Nuclear Non-Proliferation Treaty in October.

On July 18, Canada normalized relations with the
Islamic Republic of Iran following a hiatus of eight years.
The Canadian Embassy in Iran resumed normal operations
on October 18. This normalization of relations coincided
with Iran’s acceptance of UN Security Council Resolution
598, which provided a framework for a negotiated settle-
ment to the conflict between Iran and Iraq. While this
ceasefire remained in effect the peace talks became stalled
because of differences over fundamental issues of concern
to the national security interests of both Iran and Iraq.
Canada continued to encourage both countries to move
ahead resolutely to seek a negotiated settlement and a just
peace.

Relations between Iran and Canada took a downturn in
early 1989 when Iran’s late spiritual leader, Ayatollah
Khomeini, issued a death threat against British author
Salman Rushdie and the publishers of the novel The Satanic
Verses. The Canadian government condemned the death
threat as totally unacceptable. In order to send to the Iranian
authorities a strong message of Canada’s absolute disap-
proval, the Canadian Chargé d’ affaires to Iran was recalled
from Tehran for consultations. _

The situation in Lebanon continued to be of concern. In
September the Lebanese parliament failed to elect a new
president to succeed President Gemayel. The situation
deteriorated further in early 1989. On March 30 Mr. Clark
reiterated Canada’s support for Lebanon’s sovereignty,
independence and territorial integrity and he called on all
parties to exercise restraint and to redouble their efforts
towards national reconciliation. Canada has pursued its
involvement with humanitarian assistance to help alleviate
the suffering of the Lebanese population.

The Middle East remained an important market for
Canada, importing some $888 million of Canadian goods in
1988. Canadian companies participating in the active Fairs
and Missions Program of the Department were successful in
identifying business opportunities, with 90 per cent of
participants reporting new sales as a result. As well, incom-
ing buyer missions organized by the Department increas-
ingly reinforced Canada’s reputation in the area as a
supplier of state-of-the-art technology, and high-quality
products and services.

Canada’s trade relations with Israel were characteristi-
cally mature and stable. Israel represented a major market
for Canada in the Middle East as reflected in trade ex-

changes which saw Israel as the largest source of Canadian
imports from the region, and the fourth-largest Middle East
market for Canadian exports.

The reopening of the Canadian Embassy in Tehran
provided further opportunities to take advantage of the
forecast diversion of Iran’s export eaming from war
material to economic reconstruction.

Saudi Arabia and the Gulf states (Kuwait, United Arab
Emirates, Oman, Qatar and Bahrain) were also major
markets for Canadian exporters, as they gradually recovered
from the impact of the fall in world oil prices earlier in the
decade. Canadian companies were offered significant
market opportunities in such fields as communications,

. mineral development, surveying, mapping and remote

sensing, education, health care, agriculture and automotive
spare parts. The fifth meeting of the Canada/Saudi Arabia
Joint Economic Commission took place in Saudi Arabia in
February, with the participation of the public and private
sectors from both sides. The Commission’s plenary and
committee sessions at Riyadh in the priority areas of
energy, mineral resources, communications, transportation ,
education and agriculture, offers an excellent medium
through which Canada could achieve a larger percentage of
Saudi business.

On the investment side, Middle East states have shown
increased interest in Canada, with substantial movement of
funds and direct investment taking place in the Canadian
market.

In addition to trade promotion activities, Canada also
benefited from increased interest in business immigration
from the Middle East. In 1988, over 300 entrepreneurs were
accepted as immigrants to Canada, bringing over $185
million in capital, which is expected to create or retain more
than 800 jobs. These figures represent an increase of
approximately 60 per cent over 1987. In 1988 the Middle
East was responsible for approximately 11 per cent of total
business immigration to Canada. It is anticipated that
entrepreneurial immigration from the Middle East will
continue to expand in 1989.

Latin America and the Caribbean
Over the past year international attention has focused with
greater urgency on the serious social and economic issues
facing Latin America and the Caribbean. Canada enhanced
its relations with the region through informal exchanges
between the Secretary of State for External Affairs and the
foreign ministers of the Group of Eight, (originally compris-
ing Argentina, Brazil, Colombia, Mexico, Panama, Peru,
Uruguay and Venezuela), on such economic and political
issues as the multilateral trade negotiations, international
debt and the situation in Central America. On the latter,
Canada assumed a much higher profile than previously due
to the intensive discussions in which Canada took part on
the implementation mechanism of the Central American
peace process. :
Following consultations held in March, a report was sent
to the Group of Eight’s foreign ministers setting out the
Toronto Summit’s achievements, and another meeting with
the Group was arranged in New York during the UN
General Assembly. Canada welcomed the Rio Group’s
initiative of a process of intra-regional consultation and co-
operation between democracies to develop regional solu-
tions for regional problems. The Group has now emerged as




Table 14

CANADIAN TRADE WITH SOUTH AMERICA
(thousands of dollars)

EXPORTS IMPORTS
Percentage Percentage
change from change from
1987 1987 1988 1987 1987 1988
Argentina -40.0 96 587 57 905 85 113 658 123 361
Bolivia -23.8 4487 5556 551.4 3481 22 667
Brazil -31.9 636 824 433 051 374 858 082 1179528
Chile 374 98 596 135538 7.8 152 680 164 727
Colombia -20.9 224 330 177 312 1.9 135491 138 138
Ecuador 5.5 41 345 43 641 -10.4 95 180 85233
French Guiana -68.9 139 43 76.2 81 143
Guyana 6.6 5162 5506 55.6 34 482 15267
Paraguay -49.3 4008 2031 -47.1 867 458
Peru -46.5 120 522 64 470 15.1 76 634 85 969
Suriname -58.6 1004 1593 -97.5 3552 86
Uruguay -56.5 25934 11 270 -91.8 137 381 11 141
Venezuela 10.6 336 683 372491 -17.1 559042 463 261
TOTAL -17.8 1595 624 1310412 5.5 2 168 597 2289993

a major force of democratic expression in Latin America,
with influence on Latin American positions and policies
on such key issues as the external debt, the Multilateral
Trade Negotiations, drugs, and Central America.

Since the Group’s inception, Canada has concretely
demonstrated support for its efforts to strengthen democ-
racy, increase regional co-operation and promote respect
for human rights, as well as to encourage social and
economic development, all of which underlie Canadian
foreign policy interests in Latin America.

Total Canadian exports to the region amounted to $2.87
billion in 1988; Canada’s exports to Brazil, Peru and Cuba
showed a slight decrease. Imports by Canada from the
region, on the other hand, increased by 10 per cent to
$4.53 billion. Major increases were recorded for imports
from Brazil and Mexico.

Canada continued to assist the economic and social de-
velopment of the region through programs administered by
CIDA, the International Development Research Centre
(IDRC), and Petro-Canada International, as well as
through involvement in multilateral regional organizations
such as the Caribbean Community and Common Market
(CARICOM), the Pan-American Health Organization
(PAHO), and the Inter-American Institute for Co-opera-
tion on Agriculture (IICA).

Large numbers of Canadians followed the events in
Central America closely and many voiced their concern
over the social impact the conflict has had on large seg-
ments of the populations of El Salvador, Guatemala,
Honduras and Nicaragua. In 1988, the Canadian govern-
ment not only conveyed these preoccupations to the coun-
tries concerned and urged that human rights be given
adequate protection, but also contributed to alleviating the
burden of the refugee population on neighbouring coun-
tries by funding the activities of the UN High Commis-
sioner for Refugees in the region. Also in 1988, 3 484
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Central American refugees were permanently resettled in
Canada.

In the Caribbean, Canada took a leading role in trying to
alleviate the enormous economic and financial burden
created by severe indebtedness, particularly in Guyana and
in Jamaica, which was also struck by a devastating hurri-
cane in September.

Brazil

In recognition of Canada’s developing relationship with
Brazil, the Governor General, accompanied by Mr. Harvie
Andre, Minister of Regional Industrial Expansion and
Minister of State for Science and Technology, visited Rio
de Janeiro, Sao Paolo and Brasilia in February 1989. Mme
Sauvé was the first foreign Head of State to tour Brazil
since it adopted its new constitution. Her visit opened com-
munication at the highest levels and promoted stronger
trade links. It helped to demonstrate Canada’s continuing
resolve to broaden and strengthen relations at all levels with
Latin American governments.

While world concern turned to focus on the destruction
of Brazil’s rain forest, Brazil increased its efforts on envi-
ronmental issues, initiating a review of environmental
policy and establishing the Brazilian Institute for the
Environment and Renewable Natural Resources. Brazil
formally requested Canadian co-operation and assistance on
environmental issues; accordingly, CIDA’s development
assistance program in Brazil will give increased attention to
environmental concerns. In addition, the Canadian Embassy
in Brazil supports a number of local environmental projects
and an Arrangement on Environmental Co-operation was
signed by Mr. Andre (on behalf of Environment Canada)
and the State of Sao Paulo.

The Southern Cone
In Argentina, President Alfonsin’s government faced
serious economic and political difficulties, including a brief




army mutiny in December 1988. During this latter crisis,
Canada conveyed a message of support to the Argentine
government, which was much appreciated.

The bilateral relationship continued to grow, fostered by
initiatives such as the Canada-Argentina Joint Economic
Commission, which held its second meeting in Ottawa in
July 1988. The Commission reviewed economic and trade
policies facilitating co-operation in many fields, notably
agriculture, energy, forestry and biotechnological research.
CIDA also approved a professional visits program to encour-
age the exchange of information between Canadian and
Argentinian academics, technicians and professionals as well
as non-governmental organizations. _

The return to democratic civilian government in Chile
moved a step closer in October, when a majority of voters in
a national plebiscite refused to renew General Augusto
Pinochet’s presidential mandate. The Chilean economy
continued to strengthen and grow, with the highest rate of
foreign investment in Latin America. Bilateral trade between
Canada and Chile crossed the $300 million threshold.
Reports of human rights violations continued to be of
concern and Canada has consistently made known to the
Chilean authorities the importance it attaches to the protec-
tion and promotion of human rights. The Chilean government
is committed to hold free democratic elections in December
1989, and Canada has expressed the hope for a trouble-free

Mme Sauvé, the Governor General, and Mr. Harvie
Andre visited Uruguay during their trip to the region in
February. Mme Sauvé’s visit marked closer relations
between Canada and Uruguay, characterized by increasing
trade, an expanded development assistance program, and
shared interest in a variety of economic and agricultural
issues.

The Andean countries

Bolivia continued to strengthen its economy following the
IMF-approved economic recovery plan, realizing some
encouraging results in 1988. The country is pursuing a
policy of trade liberalization, which focuses on increasing
exports. During her visit there in August, Mme Monique
Landry, Minister for External Relations and International

Development, ratified a memorandum of understanding for

a one-year food aid program designed to generate counter-
part funds for use in social development projects through-
out the country. In addition, Canada announced a new
CIDA program of bilateral assistance to Bolivia, which is
already under way.

Efforts to control coca-leaf production in Bolivia met
with mixed results last year and the narcotics trade contin-
ued to plague the country. On the multilateral level,
Bolivia was host for the fifth regular session of the Inter-
American Drug Abuse Control Commission in March
1989, at which Canada offered to co-operate in drug

transition to democratic civilian government. enforcement.
Table 15
CANADIAN TRADE WITH THE CARIBBEAN AND CENTRAL AMERICA
(thousands of dollars)
EXPORTS IMPORTS
Percentage Percentage
increase increase
from 1987 1988 from 1987 1988
The Bahamas 17.7 36184 -50.5 20 882
Barbados -2.5 40 054 -68.9 6577
" Belize 21.2 7355 1240 13 166
Bermuda 59 38952 -82.3 967
Costa Rica -9.5 27 851 -19.6 50 838
Cuba , -158 224978 . 69.1 87193
Dominican Republic 10.7 60073 24.6 36 502
El Salvador 480 23105 -34 41 686
French West Indies 8.8 7 899 -48.5 366
Guatemala -89 18 392 17.0 38 559
Haiti -26.2 18 739 -140 7453
Honduras 43 19610 6.5 27 887
Jamaica 338 126 353 320 150 166
Lee-Wind Islands -173 37 807 20.0 6630
Mexico -6.8 486 556 124 1319782
Neth. Antilles 389 14 667 ) 6.6 20927 ,
Nicaragua 115.7 21177 125.2 64 537
Panama 33 34936 0.0 30813
Puerto Rico 6.9 244 564 8.7 246 685
Trinidad and Tobago -212 54 897 53.0 56 395
U.S. Virgin Islands 36.8 6332 -85.0 8097
* Other . - 13 085 - 539
TOTAL -0.2 1563 566 11.2 2236 647

*‘Cayman Islands, Turks and Caicos Islands, Anguilla, British Virgin Islands, French Guyana, Suriname
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The Peruvian government is facing hyperinflation, a
drop in GDP and a worsening security problem caused by
spreading guerilla insurgency. Canada continued to demon-
strate its support for economic and social development in
Peru through CIDA and the IDRC. Food aid and develop-
ment projects in the fields of energy and agriculture com-
bine to make Peru the largest recipient of Canadian bilateral
assistance in South America. Despite Peru’s parlous eco-
nomic situation, Canadian exports reached almost $55
million in 1988.

Mme Landry visited Ecuador in August to attend the
inauguration of Ecuador’s new president, Rodrigo Borja
Cevallos. Mme Landry officially opened the new premises
of the Honorary Consulate in Quito. Ecuador, which closed
its embassy in Ottawa in 1987, has announced its decision
to reopen it, a welcome development for Canada-Ecuador
bilateral relations.

The public order situation in Colombia continued to
deteriorate with left-wing guerilla movements, right-wing
paramilitary groups and the narcotics trade all serving as
sources of violence and instability. Despite these circum-
stances, the economy prospered with Colombia remaining
the only Latin American country to pay back both principal
and interest on its external debt.

Canada supported the Colombian government’s initia-
tives in the field of human rights, offering funds for a
network of municipal human rights ombudsmen and
sponsoring visits to Canada and consultations with the
Colombian Presidential Advisor on Human Rights and his
colleagues.

Carlos Andres Perez won the presidential elections in
Venezuela in December and assumed office for a second
term (he was President during the 1970s) in February 1989.
Canada was represented at his inauguration by Jean-Guy
Hudon, MP, Parliamentary Secretary to the Secretary of
State for External Affairs. The Governor General also
visited President Perez on her way to Brazil and Uruguay in
February. The President stated his wish to develop closer
relations between Venezuela and Canada.

Mexico

Canada continued to enjoy excellent relations with Mexico
on a variety of levels. Carlos Salinas de Gortari, who was
victorious in Mexico’s presidential election in July, was
inaugurated President on December 1. Canada was repre-
sented at the inauguration by Mr. Guy Charbonneau,
Speaker of the Senate. President Salinas identified Canada
as a country to receive priority attention in Mexico’s
foreign affairs. The first ministerial-level contact with the
new administration occurred when Pedro Aspe, Secretary of
Finance, visited Ottawa in February.

Economic difficulties continued in Mexico during the
past year, exacerbated by low oil prices, but the government
scored some successes in its efforts to open the economy
and make it more competitive. Some improvement was
made in both the internal and external debt service situ-
ations, but this remained a critical economic and political
problem, with implications for some Canadian banks. Trade
missions and seminars reinforced efforts to promote
Canadian exports of agricultural products, livestock,
telecommunications equipment and mining machinery.
Two-way trade reached $1.8 billion, the largest Canada
achieved with any country in Latin America.

Organization of American States

The Organization of American States (OAS) faced two
major difficulties during the year. The first reflected
widespread dissatisfaction by member states with the
organization’s incapacity to address adequately many of the
key problems facing the region. The second was the
organization’s serious financial plight, due mainly to large
arrears in members’ assessed dues. The OAS General
Assembly in November decided to initiate a review of the
OAS mandate and to reduce its staff to avoid bankruptcy.

Canada maintained its Permanent Observer status at the
OAS as well as full membership in three of its specialized
organizations: the Pan-American Health Organization
(PAHO), the Inter-American Institute for Co-operation on
Agriculture (IICA) and the Pan-American Institute for
Geography and History (PAIGH).

CIDA initiated assistance programs with the OAS,
PAHO and IICA amounting to over $10 million.

Central America

The efforts of the five Central American presidents to keep
alive the spirit of the 1987 Esquipulas accords seemed to be
moving positively as the year under review came to a close.
Canada’s offer to provide support and assistance to a
practical security verification mechanism came into focus at
the end of March, as the five Central American countries
formally asked the UN Secretary-General to call upon
Canada, Spain and the Federal Republic of Germany to take
part in a UN Observer Group. Canadian officials consulted
reguiarly with the UN and the other concerned parties to try
to ensure the success of the peace process. Canada wel-
comed the public commitment of the United States Admini-
stration and Congress on March 24, 1989, to support the
Central American peace process.

At the request of the Salvadoran government, Canada
sent an official observer to El Salvador to observe the
presidential elections, which took place on March 19. His
findings indicated that, even in the midst of a civil war,
Salvadorans exercised their right to vote in large numbers.
The outcome of the election seems to be an accurate
reflection of the will of most of the Salvadoran voters.

Armed conflicts in the region continued to be a preoccu-
pation, particularly because of the heavy toll they inflicted
on the population and their destructive effect on the econo-
mies in the area. As a direct result, 3 484 Central American
refugees were permanently resettled in Canada in 1988,
fleeing either the hostilities or persecution. Meanwhile, the
flow of illegal migrants and improperly documented visitors
accelerated during 1988. As a result, visitor visa require-
ments were imposed on Panama and Nicaragua. Canada
continued to provide economic assistance to all govern-
ments of Central America, much of it channelled through
Canadian and local NGOs.

Canadian exports to the region increased by over 18 per
cent to $145 million in 1988. Canadian firms participated in
a major internationa! trade fair in Panama, which attracted a
number of potential buyers and investors from throughout
Central America.

The Caribbean

As a consequence of its special relationship with the
Commonwealth countries of the Caribbean, Canada has
been taking a leading role in helping to alleviate the serious
economic and financial burden created by indebtedness. In



Jamaica, which suffered the devastation of Hurricane
Gilbert in mid-September, Canada unilaterally declared a
two-year moratorium on repayment of all Canadian official
development assistance debts. This measure was additional
to almost $10 million in public and private emergency relief
assistance sent to Jamaica following the passage of Hurri-
<cane Gilbert. Canada also assumed leadership in the
Intemnational Monetary Fund Support Group, formed to
devise a financial assistance package to allow Guyana to
<continue to honour its obligations to international financial
institutions.

The fifth meeting of the Canada-CARICOM Joint Trade
and Economic Committee was convened in Port of Spain
from March 6 to 9, at which time Canada was able to
reinforce its commitment to the region through trade,
official development assistance, industrial co-operation and
other mechanisms. Canadian trade and industrial develop-
ment initiatives included the organization and implementa-
tion of trade shows in Jamaica, the Bahamas and the
Dominican Republic. These events were intended to
increase the level of trade and industrial co-operation
activity.

Another important instrument designed to promote these
objectives is CARIBCAN, a Canadian government program
approved in 1986. This program, currently under review
following the initial two-year operating period, features the
wnilateral extension by Canada of preferential duty-free
access to a broad range of goods shipped by Common-
wealth Caribbean countries into the Canadian market. The
program also includes measures to strengthen the exporting
capabilities of beneficiary countries, as well as to provide

information on the Canadian market and ways and means of
developing marketing strategies.

" The Commonwealth Caribbean Seasonal Agricultural
Workers’ Program continued to expand in 1988 with 3 900
workers participating. Also of note was the imposition of a
visitor visa requirement on Trinidad and Tobago following
a large increase in the number of improperly documented
visitors from that country.

A number of high-level visits took place during the year,
in particular those by the prime ministers of St. Vincent and
Jamaica to Canada as well as that of the Vice-President of
the Dominican Republic. Canadian ships took part in the
10th independence anniversary of St. Lucia and made port
calls in a number of other Caribbean islands.

In excess of 500 000 Canadian tourists travel to the
Caribbean annually, mainly to Jamaica, the Dominican
Republic, the Bahamas and Barbados.

Haiti

Haiti experienced a number of political upheavals in
1988/89, during which time bilateral relations with Canada
were marked by three important events: first, the group of
parliamentarians that had visited Haiti at Mr. Clark’s
request to investigate the situation and review Canada’s
relations with that country tabled its report in the House of
Commons. Second, the Canadian government decided, on
September 13, to refrain from negotiating with the Haitian
government over new official development aid projects.
This decision came only a few days before the Namphy
regime was overthrown by Lieutenant-General Prosper
Avril. This past year also saw meetings between CIDA and
its missionary and NGO partners working in Haiti.
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Chapter 6 N ‘ﬁé "“

DEFENCE AND
COLLECTIVE
SECURITY

Arms control and disarmament

During the past year Canada continued to pursue multi-
faceted efforts in the field of arms control and disarmament.
It frequently made its views known to the superpowers on a
wide range of issues and was keenly interested in strategic
nuclear arms reductions (START) and space-defence issues.
A START agreement would contribute significantly to
Canadian security, in view of the country’s geographic
position between the United States and the Soviet Union.
Until satisfactory alternative agreements are concluded,
Canada will continue to call for the maintenance of the
existing arms control regime, including the Anti-Ballistic
Missile Treaty. On a bilateral level, Canada conducted
consultations with Japan, U.S.S.R., U.K,, the Federal
Republic of Germany, China, Spain, Portugal, New Zea-
land, the United States and Czechoslovakia.

Recent Canadian diplomatic efforts have involved
participation in various multilateral disarmament forums,
including the UN General Assembly First Committee,
where Canada’s Ambassador for Disarmament, Douglas
Roche, was chairman. A very positive atmosphere prevailed
in the First Committee, facilitating an unusually productive
session. Of 67 arms control and disarmament resolutions
adopted, a record 27 were by consensus. In preparation for
assuming the chairmanship, Mr. Roche visited a number of
capitals on five continents.

One of the highlights of 1988 was the Third Special
Session of the UN General Assembly devoted to Disarma-
ment (UNSSOD III) held from May 31 to June 25 in New
York. Although participating states were unable to reach
agreement on a concluding document, it was clear that a
much more positive atmosphere prevailed than at UNSSOD
II; there was an increasing recognition among the non-
aligned states of their responsibility in the arms control and
disarmament process, particularly in relation to conven-
tional arms, and there was a general avoidance of unhelpful
ideological rhetoric. Canada was also active at the UN
Disarmament Commission, the Conference on Disarmament
in Geneva (where continuing progress on a chemical
weapons ban was made), as well as the Mutual and Bal-
anced Force Reduction Talks, and the talks on a mandate
for new conventional arms negotiations, both of which were
held in Vienna. :

A major event during the year relevant to defence, arms
control and security policy was the agreement to the
Concluding Document at the Vienna CSCE Conference on
January 17. From this conference have emerged two new
separate negotiations; the “Negotiation on Conventional
Armed Forces in Europe™ and the “Negotiation on Confi-
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dence- and Security-Building Measures” both began on
March 9. The former involves 23 NATO and Warsaw Pact
member states and is aimed at establishing enhanced
stability between the conventional forces of the two sides, at
lower levels. The latter negotiation includes all 35 CSCE
participating states and seeks to build upon the achieve-
ments of the Stockholm Agreement, further enhancing
transparency in military matters in Europe. In preparation
for these negotiations NATO conducted a major study of
the conventional forces in both alliances and published the
results in November. The document, entitled Conventional
Forces in Europe: The Facts, highlights the asymmetries
existing in Europe which NATO aims to eliminate through
negotiation with the Warsaw Pact.

The year under review was the second year of implemen-
tation of the Stockholm Agreement on Confidence- and
Security-Building Measures (CSBM) in Europe. Signed in
1986, the Stockholm document required all 35 member
states of the CSCE (Conference on Security and Co-
operation in Europe) to notify one another about significant
military activities and exercises planned and, when appro-
priate, to invite foreign observers. In addition, any state may
conduct a challenge on-site inspection when it is uncertain
of the purpose of military activity. During the first two
years of operation, some 35 military exercises took place at
which observers were present and 18 challenge inspections
(9 in Eastern Europe and 9 in Western Europe) were
conducted. Canada sent observers to all relevant military
exercises; Canadian forces in Europe were among those
inspected and observed. Canada was also active in the
CSCE negotiations in Vienna to secure the mandate for a
second conference on CSBMs and a new mandate for
conventional arms reductions in Europe.

Verification

Canada’s emphasis on verification was continued at a
variety of levels, including the UN General Assembly’s
First Committee, where Canada co-sponsored a related
resolution calling for an expert study on the role of the UN
in verification, and at the UN Disarmament Commission
where, for the second year, Canada chaired a working group
on the subject, which reached consensus on a set of 16
verification principles. Canada also sent two representatives
to a UN meeting of verification experts in Dagomys,
U.S.S.R. The Department’s Verification Research Unit
continued its work on various aspects of the question, and
in its publication program. An industry roundtable was
convened in Toronto in February to discuss the issue, and
the Department collaborated with the strategic studies pro-
gram of the University of Calgary to convene a conference



to identify lessons for verifying a chemical weapons ban
that might be learned from the experience of the Interna-
tional Atomic Energy Agency.

Public affairs

The continuing dialogue with the public on arms control
and disarmament issues was pursued with vigour during the
year under review. The Consultative Group on Disarma-
ment and Arms Control Affairs, which brings together
representatives of Canadian disarmament organizations,
academics and concerned individuals with government
officials, met in Ottawa to discuss UNSSOD III. Nineteen
academics and representatives of non-governmental organi-
zations were also members of the Canadian delegation to
UNSSOD Il itself. Ten members of the Consultative Group
participated in an orientation program of the UN’s First
Committee in November. The Department provided

$237 000 to groups and individuals involved in a balanced
discussion of arms control and disarmament issues through
the Disarmament Fund, and made its annual $100 000
standing grant to the Canadian Centre for Arms Control and
Disarmament in Ottawa. The Disarmament Bulletin, a
departmental publication providing information on Can-
ada’s arms control and disarmament activities, was widely
distributed for public discussion of these issues. Appoint-
ment of a new executive director and five board members to
the Canadian Institute for International Peace and Security
was announced.

Defence and NATO

The year was marked by important developments in East-
West relations, largely due to a willingness on both sides to
search for innovative ways of approaching arms control and
disarmament in a post-INF environment. President Gor-
bachev’s initiatives, both on the domestic and international
scene, were brought about in part by a strong and united
NATO, in which Canada continued to play an important
role. At their semi-annual meetings, NATO foreign minis-
ters discussed East-West relations and short-range nuclear
forces modemization, and they continued their study of the
Comprehensive Concept of Arms Control and Disarma-
ment. This study takes into account the role of arms control
in NATO security and its strategy of deterrence.

" In 1988, Manfred Worner, former West German Minister
of Defence, was named Secretary-General of NATO.

Non-military co-operation in NATO encompasses a
number of activities whose objectives are to strengthen free
institutions and promote conditions of stability and well-
being. Recognizing the importance of safeguarding the
environment, NATO’s Committee on the Challenges to
Modern Society reported the completion of three pilot
studies this year: Risk Management of Chemicals in the
Environment; Dioxin Problems; and Health and Medical
Aspects of Disaster Preparedness.

The White Paper of June 1987, Challenge and Commit-
ment: A Defence Policy for Canada, which outlined the
government’s plans to reinvigorate Canada’s defence effort,
continued to be implemented in 1988. These plans included
the creation of a three-ocean navy, improving Canada’s
contribution to NATO in Europe (in part by consolidating
its forces in the central front), revitalizing the Reserves,
reinforcing surveillance and strengthening territorial
defence.

Canada-U.S. defence relations

The excellent relations established by Canada with the new
United States administration serve to ensure that defence
co-operation continues to be active and developed as
required. It was not by accident that the first foreign visit of
the new U.S. President was made to Canada and that
defence issues were discussed. This high-level attention to
bilateral relations has meant that defence issues receive
immediate and significant attention by the executive and
legislative bodies of the two countries.

The defence relationship, like so many aspects of
Canada’s bilateral relationships with the United States, has
been defined by geography and history. Just as Canada has
been linked with Europe in NATO, so it has continued to
expand its co-operation with the U.S. in North American
defence. Over the last decade Canada has moved toward
assuming more direct responsibility for assuring the defence
of its own territory. This is particularly the case with
aerospace defence, where the pattern over the last years has
been to ensure that the defence of Canadian airspace is
conducted by Canadians and facilities on Canadian territory
are managed and manned by Canadians. This issue will be
one of many to be looked at before the 1991 NORAD
agreement renewal.

A principal element of bilateral co-operation is the joint
project to modernize the North Warning System. Although
most new radars have become operational, discussions are
continuing to ensure that the North American defence
system contains state-of-the-art technology. The new
system has been linked with NORAD’s regional operating
control centre and has resulted in increased detection of
Soviet long-range bombers on training runs. The supple-
mentary arrangements under the North American Air
Defence Modemization Memorandum of Understanding
providing for Canadian co-manning of U.S. “Over-the-
Horizon™ Backscatter (OTH-B) radars and AWACS aircraft
operating in support of NORAD have been initiated.
Canada has begun deploying personnel at the OTH-B radar
system operations centre and assigning some 40 flight-crew
personnel for AWACS operations.

In addition to the close co-operation in the aerospace
realm, an active pattern of exchanges and joint exercises
was followed by the navies and armies of the two countries.
At the policy level, consultations on bilateral security and
defence questions were carried out at meetings of the
Permanent Joint Board on Defence, three of which were
held during the year under review.

Canada agreed to permit testing of the U.S. AGM-129A .
cruise missile, a modernized version of the AGM 86B,
which had already been tested in Canada. One test of each
type of missile was conducted.

Peacekeeping

Canada continued to make a strong contribution to peace
and security by providing approximately 1 230 troops for
various peacekeeping operations (see Table 16). In support
of increased United Nations peacekeeping activity, Canada
provided military observers as part of the United Nations
Good Offices Mission in Afghanistan and Pakistan in April
1988; and communications support as well as observers to
the United Nations Iran/Iraq Military Observer Group in
August 1988; and Canada agreed to contribute logistics



troops in the United Nations Transition Assistance Group
Namibia (UNTAG). In peacekeeping activities outside UN
auspices, the Canadian helicopter unit in the Multinational
Force and Observers in the Sinai continued Canada’s
commitment to peace and stability in the Middle East.

A senior Canadian officer was appointed in February to
command the United Nations Force in Cyprus (UNFICYP).
Canada also offered technical advice on the design of the
peacekeeping mechanisms that will be necessary for the
implementation of any Central American peace plan.

Canada actively promoted improved support for United
Nations peacekeeping, contributing a national study for a

comprehensive United Nations review of peacekeeping, and
provided information on peacekeeping through seminars
sponsored by the International Peace Academy in conjunc-
tion with Canadian and American universities.

Military assistance and training

During the year, 47 training courses were provided under
the Military Training Assistance Program to military
personnel from non-NATO countries, primarily from the
Commonwealth Caribbean and Africa.

Table 16
PRESENT CANADIAN PARTICIPATION IN
INTERNATIONAL PEACEKEEPING FORCES AND OBSERVER MISSIONS
Current
Troop
Operation Location Dates Contribution
United Nations Force in Cyprus CYPRUS 1964- 580
(UNFICYP)
United Nations Disengagement ISRAEL 1974- 225
Observer Force (UNDOF) SYRIA
(GOLAN HEIGHTS)
United Nations Truce Supervisory EGYPT 1954- 22
Organization Palestine (UNTSO ISRAEL
JORDAN
SYRIA
Multinational Force and SINAI 1981- 140
Observers (MFO) :
United Nations Good Offices AFGHANISTAN 1988- 5
Mission in Afghanistan and
Pakistan (UNGOMAP)
United Nations Iran/Iraq IRAN/IRAQ 1988- : 15
Military Observer Group
(UNIIMOG)
United Nations Transition NAMIBIA 1989 265
Assistance Group Namibia (UNTAG)
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Chapter 7 N

“‘ PROTECTION
OF PRIVATE
INTERESTS

Consular services

The Department has a mandate to protect and assist Cana-
dians who live and travel abroad and to respond promptly
when they find themselves in distress. This consular
function is one to which the government attaches a high
priority.

Canadians made more than 50 million trips abroad in
1988. When they encounter difficulties which they are
unable to resolve themselves, the Department is prepared to
assist, wherever possible, through its diplomatic and
consular missions. In 1988, these missions extended over
600 000 separate services to Canadian citizens, ranging
from responding to routine enquiries to appeals for help that
tested the resourcefulness of consular staffs. These services
included issuing passports, performing certain citizenship
functions, arranging for the transfer of funds or the return to
Canada of destitute or incapacitated Canadians, and provid-
ing advice, information and support to Canadians abroad in
situations involving such problems as iliness, accident,
death, litigation over the custody or disappearance of a
child, and lost or stolen property.

At least 424 Canadians were detained in foreign prisons
during 1988. The Department’s missions abroad took steps
to ensure that they were treated fairly under the laws of the

Table 17
CONSULAR ACTIVITIES
(Calendar Year 1988)

Total number of cases or services rendered (approximate)
a) Cases:

Repatriation 224
Hospitalization or medical treatment 1 965
Deaths 1503
Detainees 867
Child custody 941
b) Services:

Passports 223 396
Citizenship 50 165
Legal and notarial 36785
Requests for financial assistance or transfers 3226
Well-being and whereabouts 9537
Registration of Canadians 22 367
Advice and assistance 252403
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host countries, to help them to communicate with their
families and friends in Canada and, in some cases, to assist
with their transfer to Canadian prisons. Twenty-nine
Canadians were repatriated from foreign prisons during the
year, in accordance with Canada’s bilateral treaties on the
transfer of offenders, which enable Canadians imprisoned
abroad to complete their sentences in Canada, closer to
family and friends and under conditions that improve their
prospects for rehabilitation. A transfer agreement with
Thailand came into force in 1988, and Canada continued to
pursue similar agreements with other countries.

The demand for consular services has increased steadily
in recent years, along with the growth in the number of
Canadians travelling, working or residing permanently
abroad. Members of the Canadian travelling public have
come to expect a high level of service from Canadian
missions and the Department pursued a number of initia-
tives to meet their needs more effectively, while ensuring a
more efficiently managed consular program. Sections of the
Manual of Consular Instructions were revised to reflect
adjustments in consular policies and in laws and regulations
affecting consular services. Staff training was expanded to
familiarize departmental personnel, both in Canada and
abroad, with the latest developments in consular policy and
procedures, so as to equip them to carry out their consular
functions. The challenge remains to meet growing demands
with limited personnel resources but without any erosion of
the quality and responsiveness of services.

The Department maintained its public awareness pro-
gram to inform Canadians of the potential problems of
travelling abroad and of the consular services available at
Canadian missions. The booklet Bon Voyage, but... was
revised and updated; more than 500 000 copies were
distributed during the year to travellers at passport offices
and travel agencies. The Department also provided the
media and the public with information, on a responsive
basis, concerning the security of travel to and within
specific countries and regions. In addition, it distributed a
handbook on services available to Canadians detained or
imprisoned abroad.

Natural calamities such as Hurricane Gilbert, marine
accidents like the North Sea platform disaster, and terrorist
attacks such as the Lockerbie air disaster, as well as crisis
situations arising from political instability, including those
that occurred in Haiti, Sri Lanka and the Sudan, placed
special demands on the Department’s consular services at
headquarters and abroad during 1988. Such events resulted
in death and injury for some Canadians and physical danger
and emotional stress for many others travelling or residing
abroad. The security of the travelling public is of prime
importance and the Department endeavours to react imme-



Table 18
SELECTED CONSULAR STATISTICS
(Calendar Year 1988)

Canadians registered abroad with Canadian

consular or diplomatic missions 55 863
Canadians residing abroad, including dual

nationals (estimated number) 3 000 000
Passports:
Valid passports in circulation 5095 089
Total issued in Canada 1030833
Issued by missions abroad 69 700
Increase in total passports issued by

missions abroad over previous year 72 %
Travel:
Total visits abroad 51973 000
To United States (of which 13 215 000

Canadians stayed at least one night) 49 231 000
To countries other than the United States 2742000

diately to crisis situations in order to secure the safety and
well-being of Canadians abroad. To this end, the Department
has developed a computerized registration service enabling
Canadians residing in any of 141 countries to register their
presence at the nearest Canadian diplomatic or consular
mission. Such registration particulars are incorporated into
mission contingency plans developed to facilitate assistance
to Canadians abroad in potential crisis situations. Such plans
include, as an ultimate measure, the assisted evacuation of
Canadians from areas of imminent danger.

In some areas of the world, where Canada does not have
its own diplomatic or consular representation, honorary
consuls now provide consular services to Canadians travel-
ling or living in those areas. They also assist in other depart-
mental programs such as trade development, public affairs
and general reiations. During 1988, honorary consulates were
established in nine new locations, namely Perth, Asuncion,
Quito, Hamburg, Montego Bay, Managua, Cartagena,
Tananarive, and San Salvador. -

A memorandum of understanding concluded with Austra-
lia in 1987 enabled Canadians to benefit from emergency
consular services provided by Australian missions in Hon-
olulu and Denpasar, Indonesia, while Canada provided
similar services to Australians in Lima, Oslo and Tunis. The
two governments held discussions during 1988 for the
extension of these reciprocal services to other locations.

The Department continued to consult interested parties in
Canada on issues involved in the negotiations of bilateral
consular conventions with additional countries, particularly
those in which Canadians have encountered difficulties or
with which the Department believes an agreement would
facilitate its task of protecting and assisting Canadians.

Immigration and refugees

The conduct of Canada’s immigration program abroad has
been the responsibility of the Department of External Affairs
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since 1981, During the past year immigration program
sections were established in the missions in Kuala Lumpur,
Sao Paulo and Kuwait; the Department now has 203 visa
officers located at 65 missions abroad. Global economic,
political and demographic pressures are likely further to
increase migratory flows over the next decade and Canada
can expect to remain an attractive destination for new
immigrants.

The trend to higher visa issuance experienced since 1985
continued in 1988. Immigrant visas issued reached 154 789,
an increase of 12 per cent over 1987, and 112 per cent over
1985. Increases were also experienced in the issuance of
student, temporary worker and other visitor visas; a total of
532 126 visitor visas were issued at Canadian missions, an
increase of 17.8 per cent over the previous year. An addi-
tional 77 889 visitor visa requests were refused due to
failure to meet the requirements of the Immigration Act,
largely because applicants could not satisfy a visa officer
that they would remain only temporarily in Canada and
return home on completion of their visit.

The interdiction of improperly documented passengers
heading for Canada imposed a net additional workload for
visa officers in 1988 and resulted in the interception of
more than 3 200 persons. Continued abuse by bogus refugee
claimants forced the imposition of visitor visa requirements
on citizens of Nicaragua, Panama and Trinidad and Tobago.
The Department sought to diminish the flow of illegal
immigrants through additional co-ordination with airlines
and host governments.

The computer-assisted immigration processing system
(CAIPS), first introduced in Hong Kong, was extended to
London. Missions in the United States will be the next
recipients of the system, which will coincide with the
installation of COSICS (see chapter 10). A machine-
readable visa was tested in Hong Kong. The long-term
objective is to replace the various types of entry documents
now in use with a single standardized visa. CAIPS will
streamline visa processing procedures and contribute to
reduced processing times.

Immigration of refugees and members of designated
classes as well as persons selected under humanitarian
programs totalled over 27 000. Eastern Europeans made up
the largest group of both government-sponsored (3 905) and
privately sponsored (5 754) refugees. Southeast Asians
accounted for 6 945, followed by refugees from the Middle
East and West Asia for 4 459, Latin America 3 718, Africa
1 779 and 587 persons from other areas of the world.

Canada continues to attract business immigrants. Over
3 400 business immigrants were issued visas in 1988, which
is expected to result in the transfer to Canada of over
$6 billion and the creation or retention of 17 325 jobs. Hong
Kong continued to lead the list of countries of origin,
followed by the Republic of Korea, Egypt, Singapore and
France.

The Immigration Cost Recovery Program, which levies
fees for the processing of most immigrant applications and
certain long-term visitor applications yielded $7.3 million
for the Consolidated Revenue Fund.

Passport services

Over 1.1 million passports were issued in Canada during the
past year, exceeding the previous fiscal year’s issuance by
4 per cent. Canadian missions abroad issued an additional
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69 700 passports. There are now about 5 million valid Cana-
dian passports in circulation.

During the past year three new passport offices were
opened, in Regina, Thunder Bay and Jonquiére, bringing the
total to 23 offices. Canadians who submit their application in
person (about 80 per cent of all applicants) can expect to
obtain their passport in three to five working days. Mailed
applications are processed in the National Capital Region.
The Passport Bureau maintains a national toll-free bilingual
telephone enquiry service to support the network of passport
offices. Some 133 550 contacts were made with the Bureau
during the year.

The Bureau operates on a revolving-fund basis and its
operations are intended to be self-financing. There was no
increase in the passport fee of $25 during the past year.

* Some 4 622 refugee travel documents and certificates of
identity were issued to eligible residents of Canada who are
not Canadian citizens. It is anticipated that Canada’s pro-
gram for processing refugee claimants will generate a
significant increase in demand for these documents.

Private international law

The Department offers a variety of services to assist litigants
in legal proceedings that have both a Canadian and a foreign
element. These services can be offered because of a frame-
work of treaties, conventions and arrangements between
Canada and other countries. The Department publishes a
booklet entitled International Judicial Co-operation, which
describes these services in detail. As many of the subjects
that arise — service of documents, taking of evidence, en-
forcement of orders — are within provincial jurisdiction, the

Department maintains contact with the provinces to establish

and administer the necessary reciprocal arrangements.
Canada has conventions on legal proceedings in civil and
commercial matters with 19 countries. These conventions
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create channels for the service of legal documents and the
taking of evidence in civil cases, either in Canada at the
request of foreign litigants, or abroad at the request of
Canadians. In 1988, Canada became a party to the Hague
Convention of 15 November 1965 on Service Abroad. This
creates a simplified channel for service of documents in the
24 other countries party to the Convention. The Convention
comes into force in Canada on May 1, 1989. Even if a
country is not party to any convention, the Department may
be able to arrange co-operation with local authorities on the
basis of reciprocity.

Canada currently has extradition treaties with 44 states,
as well as rendition arrangements with some Common-
wealth countries. These treaties or arrangements oblige the
contracting parties to surrender individuals charged with, or
convicted of, extraditable offences. Some of these treaties
date back to the nineteenth century, and are in need of
modemization. The Department has been pursuing this goal
as well as commencing new extradition initiatives with
other states. On November 18, 1988, Canada signed a new
extradition treaty with France, which will come into effect
on exchange of notice of ratification.

The Department is currently negotiating treaties relating
to mutual legal assistance in criminal matters with a number
of states on a bilateral basis. These treaties will provide a
treaty framework for international co-operation in criminal
investigations. The Department is also closely studying
multilateral initiatives in this area.

Access to information and privacy

The Access to Information Act and the Privacy Act are
jointly managed within the Department by the Office of the
Co-ordinator. A growing public interest in all aspects of
foreign policy and operations along with a heightened
awareness of the legislation have led to an increased
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